MANAGEMENT RESPONSE TO
REQUEST FOR INSPECTION PANEL REVIEW OF THE
MONGOLIA: MINING INFRASTRUCTURE INVESTMENT SUPPORT
PROJECT (P118109) AND MINING INFRASTRUCTURE INVESTMENT
SUPPORT PROJECT- ADDITIONAL FINANCING (P145439)

Management has reviewed the Request for Inspection of the Mongolia: Mining Infrastruc-
ture Investment Support Project (P118109) and Mining Infrastructure Investment Support
Project — Additional Financing (P145439), received by the Inspection Panel on February
10, 2015 and registered on March 13, 2015 (RQ15/03). Management has prepared the fol-
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EXECUTIVE SUMMARY

i Management considers the Request for Inspection of the Mining Infrastructure
Investment Project (MINIS) ineligible for investigation because the issues raised by the
Requesters focus on potential harm that could derive from the construction, operation
and/or failure of the proposed sub-projects, but not from the Assessment Studies the
Bank is financing under the MINIS Project. Management notes that the Bank is not in-
volved in financing construction of the proposed sub-projects that are being studied under
the MINIS Project, no sub-projects are under construction, and Management has not made
any decision or commitment to finance them.

ii. Management believes that the Requesters’ rights or interests have not been, nor
will they be, directly and adversely affected by a failure of the Bank to implement its
Policies and Procedures. Management believes that the Bank has made every effort to
apply its Policies and Procedures and to pursue its mission statement in the context of the
Project. In Management’s view, the Bank has followed the Policies and Procedures appli-
cable to the matters raised by the Request.

The Project

iii. The MINIS Project was approved by the Board of Executive Directors on May 24,
2011, and became effective on November 20, 2011. The objectives of the MINIS Project
are to facilitate investments in infrastructure to support mining and downstream processing
activities, regardless of funding source, and to build local capacity to prepare and transact
infrastructure projects in Mongolia (“the Recipient”).

(\2 While the mining sector has the potential to become a sustainable source of eco-
nomic growth for Mongolia, mining development is constrained by current deficiencies in
the energy, transport, water, and industrial processing sector. A key challenge for the Gov-
ernment of Mongolia (GoM) is to ensure that the infrastructure needed to support mining
development is planned, built and operated in an environmentally and socially sustainable
manner.

V. The Project supports Assessment Studies (pre-feasibility studies, feasibility studies,
environmental and social impact assessments) to examine the feasibility of six proposed
sub-projects in Mongolia’s mining sector, addressing the above-cited constraints. Two As-
sessment Studies--the Shuren Studies and the Orkhon Gobi Studies--examine the feasibil-
ity and the potential environmental and social impacts of these proposed sub-projects.

Vi, Under the MINIS Project, no infrastructure investments are eligible for financing
and the Bank has given no commitment to the GoM that it would provide investment fi-
nancing for the construction of the proposed sub-projects studied under the MINIS Project.
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The Request

vii.  On March 13, 2015, the Inspection Panel registered a Request for Inspection (IPN
Request RQ 15/03, hereafter referred to as “the Request”), concerning the Mongolia: Min-
ing Infrastructure Investment Support Project (P118109) and Mining Infrastructure Invest-
ment Support Project — Additional Financing (P145439) (the MINIS Project), financed by
the International Development Association (the Bank).

viii.  The Request for Inspection was submitted by community representatives and local
organizations from Mongolia and Russia who believe that they may be adversely affected
by the Project (hereafter referred to as the “Requesters”).

Management’s Response

IX. Management considers the Request ineligible for investigation because the issues
raised by the Requesters focus on potential harm that could derive from the construction,
operation and/or failure of the proposed sub-projects, and not from the Assessment Stud-
ies the Bank is financing. Management notes that the Bank is not involved in financing
construction of the proposed sub-projects studied, nor is any construction underway. Not-
withstanding these concerns regarding the eligibility of this Request for Inspection, Man-
agement welcomes the opportunity to respond to the issues and questions raised in the
Request.

X. Management maintains that its support for the power sector in Mongolia is based
on robust assessments and studies, including the “Mongolia: Updating the Energy Sector
Development Plan,” (Energy Sector Plan), that was supported through a technical assis-
tance project financed by the Asian Development Bank (ADB). The Energy Sector Plan is
a sound and comprehensive study of the energy sector in Mongolia that gives strategic
recommendations for the development of the sector in the future. To avoid duplication of
work, another study of the same sector was not included as part of the MINIS Project scope.

Xi. Management wishes to clarify that the Assessment Studies are covered by Com-
ponent 1 of the MINIS Project’s document as approved by the World Bank’s Board of
Executive Directors on May 24, 2011. Once the six proposed sub-projects being studied
were identified by the GoM, additional information on the Assessment Studies was in-
cluded in the Project’s restructuring and additional financing approved by the World
Bank’s Board on March 18, 2014.

xii.  Management maintains that the MINIS Project follows Bank Policies and Pro-
cedures and international industry practice for the development of large-scale infra-
structure, which requires a series of studies and assessments beginning at a planning level,
and cascading progressively into deeper analysis. The terms of reference (ToR) for each
environmental and social impact assessment (ESIA) will require an assessment of alterna-
tives to be undertaken as part of each ESIA. To date, no ESIA for any of the proposed sub-
projects has commenced.
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xiii.  Management notes that the issues raised by the Requesters regarding upstream
and downstream habitat impacts refer to potential harm that could derive from the con-
struction and operation of the proposed Shuren and Orkhon Gobi sub-projects, but not
from the Assessment Studies. The potential environmental and social impacts of the pro-
posed Shuren and the Orkhon Gobi sub-projects — which include concerns raised by the
Requesters — are the subject of the Assessment Studies.

xiv.  Management notes that transboundary impacts will be carefully studied through
the application of the Bank’s Policy on International Waterways (OP 7.50), which ap-
plies to the Assessment Studies on the proposed Shuren and Orkhon Gobi sub-projects
which — if developed —would be located on the Selenge River or its tributaries. The Selenge
River crosses the border between Mongolia and the Russian Federation and connects to
Lake Baikal in Russia. Feasibility studies on or involving international waterways are ex-
empt from notification requirements under the Bank’s Policy. In line with the Policy Man-
agement approved such exemption for the MINIS Project on August 28, 2013. However,
the analysis of riparian issues will be undertaken through the ESIAs for the proposed
Shuren and Orkhon Gobi sub-projects.

XV. Lake Baikal and the Selenge wetland area are protected under the UNESCO World
Heritage Convention and the Ramsar Convention respectively. The Bank recognizes the
cultural and environmental significance of these sites, and monitors GoM’s obligations
under international environmental agreements (including the UNESCO World Heritage
and Ramsar Convention) pertaining to the MINIS Project.

XVi.  Management shares the Requesters’ concerns regarding the possible cumulative
impacts of hydropower development on the Selenge River Basin and emphasizes that the
MINIS Project intends to examine such concerns through a systematic and detailed anal-
ysis of cumulative impacts in the ESIAs for the proposed Shuren and Orkhon Gobi sub-
projects. This analysis of cumulative impacts will cover all water and hydropower infra-
structure considered for the Selenge River for the next 20 years, and a geographic area
including the Selenge Delta and Lake Baikal.

xvii. Management maintains that at all stages of the preparation of the Assessment
Studies for the proposed sub-projects, the Bank has ensured compliance with applicable
Bank Policies and Procedures with respect to public consultation and disclosure. The
Bank has encouraged the GoM to disclose additional client-owned information beyond the
Bank Policy requirements as good practice.

xviii. Management is committed to ensuring that the Requesters’ relevant concerns, and
those of other stakeholders, are taken into account by supporting the Recipient to carry out
the comprehensive Assessment Studies. Management will ensure that relevant Bank Poli-
cies and Procedures are applied in carrying out the Assessment Studies.
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I.  INTRODUCTION

1. On February 10, 2015, the Inspection Panel received a Request for Inspection, IPN
Request RQ 15/03 (hereafter referred to as “the Request™), which it registered on March
13, 2015, concerning the Mongolia: Mining Infrastructure Investment Support Project
(P118109) and Mining Infrastructure Investment Support Project — Additional Financing
(P145439), (together, the MINIS Project), financed by the International Development As-
sociation (the Bank or the World Bank).

2. Structure of this Management Response. The document contains the following
sections: Section Il provides an overview of the issues raised in the Request; Section 11
discusses the MINIS Project context and design; Section 1V provides Management’s Re-
sponse to the Request, both in terms of Management’s view of the eligibility of the Request
and the main issues raised. Annex 1 presents the Requesters’ claims, together with Man-
agement’s detailed responses, in table format. Annex 2 provides a list of all studies (As-
sessment Studies) executed and planned under the MINIS Project. Annex 3 provides details
of public consultations that have been undertaken by the MINIS Project to date.

Il. THE REQUEST

3. The Request for Inspection was submitted by community representatives and local
organizations from Mongolia and Russia who have asked that their names remain confi-
dential for reasons of security. They have designated two representatives in Mongolia and
Russia to communicate on their behalf (hereafter referred to as the “Requesters”).

4. Attached to the Request are:

M “Matrix of applicable World Bank policy violations”

(i) “Matrix of potential impacts”

(iii)  “Documentation of engagement with World Bank staff”

(iv)  “Elaboration of problems with Stakeholder Engagement and project oversight”

No other materials were received by Management in support of the Request.

5. The Request claims that: (i) the MINIS Project supports inefficient development of
the energy sector in Mongolia; (ii) the activities conducted under the MINIS Project violate
its scope; iii) the Project is not following a robust process; (iv) there has been insufficient
analysis of alternatives; (v) the proposed Shuren and Orkhon Gobi sub-projects, if con-
structed in the future, may cause material harm to the environment and people; (vi) poten-
tial transboundary impacts, including on the World Heritage-listed Lake Baikal and the
Selenge wetland area Ramsar!-protected site, have not been adequately taken into account

! The International Convention on Wetlands (the Ramsar Convention).
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by the MINIS Project; and (vii) disclosure of information and consultation with potentially
affected stakeholders, in both Mongolia and the Russian Federation, have been insufficient.

6. The Request contains claims that the Bank has not complied with the following
Policies and Procedures:

e OP/BP 4.01 Environmental Assessment

e OP/BP 4.04 Natural Habitats

e OP/BP 4.07 Water Resources Management

e OP/BP 4.12 Involuntary Resettlement

e OP/BP 7.50 Projects on International Waterways
e OP/BP 10.0 Investment Project Financing

e Access to Information.

I11. PROJECT BACKGROUND

7. With a geographical area of 604,000 square miles and a population of just 3 million,
half of which are in the capital city, Ulaanbaatar, Mongolia is one of the least densely
populated countries in the world. In the last decade Mongolia has experienced a resource
boom that has fueled economic growth and propelled the country to middle-income status,
although 27 percent of the population still lives below the poverty line.? Mining currently
accounts for around 26 percent of GDP. Moreover, the wealth of mineral resources offers
the country its greatest potential for economic growth and development in the future. How-
ever, ensuring the mining sector becomes a sustainable source of economic growth for
Mongolia in the long-term faces a number of significant challenges. The Government of
Mongolia (GoM) needs to establish a robust legal and regulatory framework, with attention
given to environmental and social impacts of mining and their mitigation. In addition, min-
ing development is constrained by current deficiencies in the four key infrastructure sectors
of energy, transport, water, and industrial processing. A key challenge for the GoM is to
ensure that the infrastructure needed to support mining development is planned, built and
operated in a timely and sustainable manner.

8. Mongolia is home to some of the world’s richest deposits of copper, uranium, coal,
iron ore, and gold. In recent years, several large-scale projects such as the Oyu Tolgoi
copper and gold mine and the Tavan Tolgoi coal mine, both in South Gobi Province, have
started development through significant domestic and foreign investment. There is there-
fore a high urgency for Mongolia to ensure that necessary regulatory frameworks and in-
frastructure are in place to support these mining activities in a sustainable manner.

2 The Mongolian National Poverty Line was defined as 118 669 MNT (or US$ 89 in 2012 nominal ex-
change rate) per person per month
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9. The risks of mineral dependency are well-known in Mongolia and building capacity
to manage these risks has been at the heart of the World Bank Group’s (WBG) support for
several years. The WBG’s comprehensive strategy, with mining as a central theme, was
articulated in the Interim Strategy Note 2009-2010, which was in effect at the time of
MINIS Project preparation and approval; the strategy was deepened in the current Country
Partnership Strategy 2013-2017. The first of three pillars in the current Country Partnership
Strategy is entitled “Enhancing Mongolia’s capacity t0 manage the mining economy sus-
tainably and transparently, ” under which a comprehensive package of WBG activities is
organized, including: technical assistance for improving the regulatory environment and
strengthening environmental and social management of the mining sector;® support for
better planning of critical infrastructure;* “good practice” mining investments by IFC and
MIGA; technical assistance to strengthen Mongolia’s institutions for greater transparency
and accountability, and enhanced citizen-oriented public management through better data
and e-Government;® and, assistance to strengthen implementation of fiscal, economic and
monetary management policies.®

Definitions

Project. The Project is the Mongolia MINIS Project, which is an approved World Bank,
IDA-funded project.

Assessment Studies. The MINIS Project is funding — among other things — Assessment
Studies (pre-feasibility studies, feasibility studies, ESIA) to examine six proposed sub-
projects in Mongolia. These Assessment Studies include the Shuren Studies and the
Orkhon Gobi Studies, which examine the feasibility and the potential environmental
and social impacts of these proposed sub-projects.

Sub-projects. The six proposed sub-projects — including the proposed Shuren and the
Orkhon Gobi — are possible future physical infrastructure projects. These proposed sub-
projects are not being financed by the MINIS Project or another Bank project.

The Mining Infrastructure Investment Support Project (MINIS Project)

10.  Objective. The objective of the MINIS Project is to carry out studies to facilitate
infrastructure investments in support of mining and downstream processing activities, re-
gardless of funding source, and to build the capacity of Mongolia’s authorities to prepare
and transact infrastructure projects. The project has a nation-wide scope and finances only
technical assistance — i.e., the preparation of studies, including feasibility studies and en-

3 Mining Sector Institutional Strengthening Technical Assistance Program (MSISTAP)

4 Mining Infrastructure Investment Support Project (MINIS)

5 Extractive Industries Transparency Initiative (EITI) Mongolia program, SMART Government Project (SMART), plus additional
activities to improve governance and citizen involvement under other projects and programs

& Multi-sector Technical Assistance Project (MSTAP) and other ongoing technical assistance and AAA engagements
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vironmental and social impact assessments, and capacity building. No sub-projects are el-
igible for financing under the MINIS Project. Moreover, Management emphasizes that the
Bank has made no commitment to Mongolia to provide investment financing for the con-
struction of the proposed sub-projects studied under the MINIS Project.

11. Project Design. The MINIS Project was approved by the Board of Directors on
May 24, 2011. It became effective on November 20, 2011 after ratification by the Mongo-
lian Parliament. The MINIS Project comprises four technical assistance components: (i)
Support for Infrastructure Investments, consisting of feasibility studies and other technical
studies (US$18.11 million); (ii) Capacity Building and Knowledge Transfer (US$2.47 mil-
lion); (iii) Strengthening Groundwater Management (US$3.23 million); and, (iv) Project
Management (US$1.19 million). It is a Category A project under OP4.01, Environmental
Assessment. Component 1 of the MINIS Project comprises, among other, technical assis-
tance studies to facilitate infrastructure investments, the feasibility studies and environ-
mental and social impact assessments (ESIAS) for the proposed Shuren Hydropower Plant
(Shuren) and Orkhon Gobi sub-projects, which are the main subject of this Request.

12. Management emphasizes that helping Mongolia follow international practices for
the study of large-scale infrastructure is at the heart of the MINIS Project. Studies, includ-
ing detailed feasibility studies, will be carried out in parallel to and in full coordination
with environmental and social impact assessments, including cumulative impact assess-
ments where appropriate. Internationally recruited experienced consultants will play a cen-
tral role in carrying out the Assessment Studies, ensuring that they follow Bank Policies
and Procedures. Through this approach, the MINIS Project strives to ensure that the GoM
conducts comprehensive, systematic, scientifically sound, and objective Assessment Stud-
ies for each proposed sub-project, in order to make informed and sustainable decisions in
future.

13.  Bank value-added. The value of the Bank’s support for the MINIS Project is pri-
marily derived from the enhanced capacity, more structured and systematic approach, and
transparency that the Bank’s involvement brings to the process of assessment and study of
proposed sub-projects. Through the application of Bank Policies and Procedures to the
Assessment Studies being undertaken, greater emphasis is placed on the identification of
economic, financial, environmental and social risks, and the thorough analysis of alterna-
tives at both the sector and project levels (including “without project” scenarios). The qual-
ity of the Assessment Studies conducted under the MINIS Project is expected to be higher
than if they were conducted without the involvement of the Bank. For example, the envi-
ronmental assessments to be conducted under the MINIS Project include cumulative im-
pact assessment as part of the ESIA, which is required under Bank Policies and Procedures,
but not required under Mongolian law. Furthermore, the application of the consultation and
disclosure requirements of the Bank promotes greater transparency.

14.  Management notes that the Environmental and Social Management Framework
(ESMF) for the MINIS Project specifies that if the proposed sub-projects being assessed
and studied are implemented by GoM in the future, they will be subject to the processes
defined in the ESMF. The ESMF seeks to ensure that any potential financier addresses and

10
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identifies measures to avoid, minimize or mitigate environmental and social impacts. Spe-
cifically where they cannot be avoided, the impacts are adequately identified and assessed
and the mitigation measures are designed and implemented following relevant Mongolian
environmental and social legislation and the World Bank’s Safeguard Policies.

15. In addition to the above, the Bank’s involvement has allowed the MINIS Project to
convene and coordinate financial support from multiple channels, including a grant from
the Government of Australia that is used to scale-up the water resource assessments and
institutional capacity building conducted under Component 3 of the MINIS Project. Coor-
dinating development assistance to Mongolia in this way enhances overall outcomes by
ensuring that activities supported by donors and development partners are consistent, co-
ordinated, and address the country’s highest priority needs.

16.  Sub-project selection and implementation. A key element of the MINIS Project is
the process through which proposed sub-projects to be assessed and studied under Compo-
nent 1 are identified, selected, and evaluated. A multi-ministerial Project Steering Com-
mittee (PSC) led by the State Secretary of the Ministry of Finance was established to pro-
vide overall leadership for the Project. The PSC is supported by a Project Management
Unit (PMU) housed in the Ministry of Finance. A key responsibility of the PSC is the
identification and decision on which of the proposed sub-projects would be assessed and
studied with the support of the MINIS Project.

17. In 2012, the PSC met twice to carry out the selection process for the potential can-
didate sub-projects based on the priorities listed in the various national infrastructure mas-
ter plans. Six proposed sub-projects, including Shuren and Orkhon Gobi, were short-listed
by the PSC from a long list of 43 sub-projects proposed by government ministries and
agencies. After confirmation by the Bank on November 20, 2014 that the proposed sub-
projects were consistent with the objective and scope of the MINIS Project, the leading
technical ministry for each of the six proposed sub-projects established a working group
supported by international consultants to oversee the technical studies and assessments to
be funded under the MINIS Project.

18.  The PSC established a multi-phase implementation procedure for the activities to
be carried out under each of the six proposed sub-projects. This approach reflects interna-
tional good practice for the analysis and preparation of infrastructure projects, and is tai-
lored to individual proposed sub-projects according to their level of complexity and the
baseline information available at the start of the MINIS Project. In general, the assessment
and study of the proposed sub-projects follows a two phase approach: Phase 1 — prelimi-
nary technical, financial, environmental and social impact screening and execution of se-
lected technical studies; and Phase 2 — feasibility studies and environmental and social
impact assessments. In the case of the assessment and study of the proposed Orkhon Gobi
(Orkhon Gobi Studies) sub-project, due to the complexity of the proposed sub-project and
the lack of available groundwater assessments, the screening phase has included a prepar-
atory study, which deepens the analysis beyond a level that would normally be included in
a screening stage. For the assessment and study of the proposed Shuren (Shuren Studies)
sub-project, given its complexity, a three phase approach has been followed, namely: Phase
1 — preliminary technical, financial, environmental and social impact screening; Phase 2 —

11
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pre-feasibility study; and Phase 3 — feasibility studies and environmental and social impact
assessments. Decision points by the PSC and the Bank were incorporated into this process
and are described in more detail later.

19. During the implementation of all Assessment Studies, public consultation with
stakeholders will be carried out in accordance with World Bank Policies and Procedures.
The terms of reference (ToR) of the consultants hired to conduct the environmental and
social impact assessments include a requirement to conduct a stakeholder mapping and
design a stakeholder consultation plan.

20.  Although none of the Assessment Studies for the six sub-projects have completed
the final feasibility study and ESIA stage, the process for reviewing and evaluating the
Assessment Studies has been established. In addition to review and quality assurance to be
provided by World Bank specialists, a Panel of Experts will be established with represen-
tation from international experts for review of the proposed Shuren and Orkhon Gobi sub-
projects.

21.  Analysis of alternatives. An essential element of the Assessment Studies being un-
dertaken under the MINIS Project is the analysis of alternatives — including the “without
project” scenario. The MINIS Project ensures that an appropriate level of analysis is con-
ducted during each phase of the Assessment Studies, and that there is continuity between
the analyses of alternatives at each stage. This commenced with sectoral level alternatives
analysis at the initial short-listing stage, and has deepened as the Assessment Studies have
proceeded.

22.  Sub-projects being assessed and studied under Component 1. Following the pro-
cess outlined above, the six proposed sub-projects selected for assessment and study under
Component 1 are: (i) Orkhon Gobi flow regulation and water supply; (ii) Shuren hydro-
power plant (HPP) on the Selenge Rivers; (iii) Integrated Steel Complex with Infrastructure
in the central region of Darkhan - Selenge; (iv) Extension of Coal Mine Baganuur LLC;
(v) Rural and Industrial Water Supply Scheme in the South Gobi region; and (vi) Synthetic
Natural Gas (SNG) Plant. The final output of Component 1 of the Project is expected to be
a set of feasibility studies and associated environmental and social impact assessments (As-
sessment Studies) that will address the feasibility of these six proposed sub-projects.

23. Implementation history. The implementation of the MINIS Project commenced
slowly, largely due to the limited capacity and experience of the GoM in such projects.
Initial efforts were focused on establishing the institutional and governance structure for
the MINIS Project, including the PSC and the PMU. By 2012, the PSC had commenced
the selection of the proposed sub-projects to be assessed and studied under Component 1,
and the process of screening, confirmation, and implementation of the sub-project studies
has been ongoing since.

24, In March 2014, after the six proposed sub-projects had been selected to be assessed
and studied under the MINIS Project, the Project underwent a Level 1 (Board approved)
restructuring to: (i) confirm the inclusion of the proposed six sub-projects for assessment

12
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and study; (ii) trigger additional Bank Safeguards Policies relevant to the Assessment Stud-
ies being undertaken for the six proposed sub-projects;’ and (iii) make additional ancillary
changes to the Project including the procurement arrangements and results framework.
Concurrently, an additional grant of US$4.2 million from the Australian Department of
Foreign Affairs and Trade (DFAT, formerly AusAID) Trust Fund for the Mining Infra-
structure Investment Support Project was approved for scaling up of Component 3
(Groundwater Management) under the MINIS Project.

The proposed Shuren Hydropower Plant sub-project (Shuren sub-project)

25.  The MINIS Project will assess and study the feasibility of a proposal to construct a
160-245 MW hydropower station with an expected investment cost of around US$350-800
million on the Selenge River in a location to be determined upstream of the Selenge River’s
confluence with the Shuren River. This area is located in the territory of Mongolia around
500km upstream of Lake Baikal, a World Heritage listed natural habitat, and the Selenge
Delta, a Ramsar site, both located in the territory of the Russian Federation.

26.  The Selenge River and Orkhon Rivers in Mongolia are two of the rivers feeding
into Lake Baikal. The Selenge River (Selenga in Russia) is joined by major tributaries
Dzida, Khilok, Uda and Chikoi in Russia before entering the Ramsar site at the Selenge
Delta. The catchment areas that would be regulated by the proposed Shuren and Orkhon
Gobi dams are therefore only a part of the total area influencing the inflow to the Selenge
Delta and the dynamics of Lake Baikal. The cumulative impact assessment to be conducted
as part of the ESIAs for the proposed Shuren and Orkhon Gobi sub-projects will assess the
potential impacts of these sub-projects as part of the overall impact from other interventions
in Mongolia and in Russia.

27.  The GoM is considering the construction of the proposed Shuren sub-project to
provide power to supplement existing thermal power stations and meet the rapidly growing
needs of Mongolia’s mining industry and other users. If constructed, it would be a large
and complex project located on a transboundary river. It could provide a sustainable source
of energy for the mining sector, including the country’s major mines in the South Gobi
region. It could also promote clean energy production in Mongolia, which is heavily de-
pendent on coal. At the same time, the proposed Shuren sub-project may pose risks, in-
cluding: local environmental impacts near the dam site and other impacts on the down-
stream water systems including Lake Baikal and the Selenge Delta; dam safety; and
regional politics and intergovernmental relations.

28.  The Shuren Studies have followed the three-phase approach outlined above. The
proposed Shuren sub-project was initially selected by the PSC for assessment and study
under the MINIS Project in 2012. By late 2014, the Shuren Studies had almost completed
their second phase, with pre-feasibility and initial environmental and social screening com-
pleted, and draft ToR for the feasibility study and ESIA underway. The PSC requested the

7 In addition to OP4.01 Environmental Assessment, which had been triggered prior to Board approval of the Project in
2011, five additional Policies: OP4.04 Natural Habitats; OP4.11 Physical Cultural Resources; OP4.12 Involuntary Re-
settlement; OP4.37 Safety of Dams; and OP7.50 International Waterways, were triggered during the restructuring in
March 2014.

13
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Bank to provide confirmation that the Shuren Studies could continue to the final stage, i.e.,
the feasibility study and the environmental and social impact assessments. After careful
review of the work completed in light of applicable Bank Policies and Procedures, the
potential benefits and risks of the proposed Shuren sub-project being assessed and studied,
and with due consideration of the concerns of interested stakeholders raised in letters pre-
viously received by the Bank, the Bank confirmed that the Shuren Studies could proceed
further. As such, Management confirmed on November 20, 2014 that the feasibility study
and ESIA for the proposed Shuren sub-project could proceed under the MINIS Project.

The proposed Orkhon Gobi sub-project

29.  The assessment and studies of the proposed Orkhon Gobi (Orkhon Gobi Studies)
sub-project will assess and study the proposal to construct a dam and reservoir on the Ork-
hon River to regulate flow and impound surface water. The proposed Orkhon Gobi sub-
project would include a pipeline of around 900-1,000 km to transfer water to the South
Gobi region to support mining development, as well as industrial and tourism development.
The proposed sub-project would be expected to cost US$600 million—US$1 billion.

30.  The proposed Orkhon Gobi sub-project is a large and complex sub-project that, if
constructed, would be located on a transboundary river. Its potential benefits include: im-
portant development benefits for Mongolia through the provision of a sustainable source
of water for local communities and the mining sector, including the country’s major mines
in the South Gobi region; and reduction in the exploitation of scarce groundwater re-
sources, especially in the South Gobi region. At the same time, the construction of the
proposed Orkhon Gobi sub-project could pose risks, including: local environmental im-
pacts near the dam site and other impacts on the downstream water systems including Lake
Baikal and the Selenge Delta; dam safety; regional politics and intergovernmental rela-
tions.

31.  The proposed Orkhon Gobi sub-project has followed a similar process of assess-
ment and study as the proposed Shuren sub-project, with a preparatory study completed to
date under the enhanced screening process used for assessing and studying this proposed
sub-project. In the case of the assessment and study of the proposed Orkhon Gobi sub-
project, the pre-feasibility and feasibility study stages have been combined and will be
conducted together; however, this stage has not yet commenced.

32.  The assessment for the proposed Orkhon Gobi sub-project is enhanced by in-depth
groundwater monitoring and assessments of the South Gobi region conducted under Com-
ponent 3 of the Project, supported by a grant from the Government of Australia. These
groundwater assessment studies commenced in 2014 and will continue in parallel to the
Orkhon Gobi Studies. The aim is to have the results of the groundwater assessment studies
available concurrently with the Orkhon Gobi Studies to facilitate the GoM’s decision-mak-
ing on how to meet the water demand of the South Gobi region. While the results of the
groundwater assessment studies are not yet known, work carried out on the preparatory
study for the proposed Orkhon Gobi sub-project indicates that water diversion from Ork-
hon Gobi to the South Gobi would be required in the future, and future mining development
would depend on the timing and quantities of water available.
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IV. MANAGEMENT’S RESPONSE

33.  The Requesters’ claims, accompanied by Management’s detailed responses, are
provided in Annex 1. Management responds to several of the issues below.

34.  Management considers the Request for Inspection ineligible for investigation be-
cause the issues raised by the Requesters focus on potential harm that could derive from
the construction, operation and/or failure of the proposed sub-projects, and not from the
feasibility and the environmental and social impact assessment (ESIA) studies (Assess-
ment Studies) which the Bank is financing under the MINIS Project. Management notes
that the Bank is not involved in financing construction of the proposed sub-projects that
are being studied under the MINIS Project, nor has Management made any decision or
commitment to finance them. The MINIS Project addresses only the Assessment Studies.

35.  Management appreciates the Requesters’ concerns, Which contain valid ques-
tions regarding the proposed Shuren and Orkhon Gobi sub-projects. However, Manage-
ment maintains that these concerns can only be addressed and answered through a compre-
hensive and systematic environmental and social assessment, as mandated by OP 4.01.
Through the MINIS Project, the Bank is currently supporting the GoM in developing this
body of credible and objective knowledge through the Assessment Studies for the proposed
Shuren and Orkhon Gobi sub-projects. The Requesters’ valid concerns will be included
and reviewed as part of these Assessment Studies.

36. Management is of the view that the harm the Requesters allege could not derive
from the Assessment Studies, particularly as they do not serve to predetermine and/or
dictate the decision of the GoM to proceed with the proposed sub-projects. A logical dis-
tinction must be maintained between the Assessment Studies carried out by an independent
consultant — which are intended to provide an objective information base needed for in-
formed and evidence-based decision-making — and the GoM’s decision whether to accept
or implement the recommendations of such Assessment Studies. Management cannot see
how the financing of these Assessment Studies has violated Bank Policies and Procedures,
leading to actual or potential harm as required by the Inspection Panel Resolution.

37. Management believes that an inspection at this stage, by focusing on the limited
concerns and issues expressed by one stakeholder group, would undermine the Recipi-
ent’s ability to conduct and complete an independent and integrated environmental and
social impact assessment, as mandated by OP4.01. This would also undermine the Bank’s
ability to provide technical support and impartial advice to its Member Countries, based on
technical and environmental and social assessments as contemplated by the Bank’s Policies
and Procedures.

38. Management also notes that the Request seeks to prohibit the study of specific
proposed sub-projects, which would not allow for a proper process of evaluating risks
and impacts. Such an approach would be inconsistent with the Bank’s mandate to support
Member Countries in developing their economic resources in a sustainable manner; it
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would also be highly problematic for the Bank’s role to gather and share knowledge glob-
ally, as expected and requested by its shareholders.

On Specific Issues Raised in the Request

39. Notwithstanding serious concerns regarding the eligibility of this Request for In-
spection, Management welcomes the opportunity to address the issues and questions raised
by the Requesters. Management would like to specifically address the following allegations
raised in the Request:

a) Alleged inefficiency of the development of Mongolia’s energy sector.
b) Alleged violation of the MINIS Project scope.

c) Alleged lack of robustness of MINIS Project process.

d) Alleged insufficient analysis of alternatives.

e) Alleged potential impacts on habitats.

f) Alleged potential transboundary impacts.

g) Alleged weaknesses in consultation and disclosure.

Alleged inefficiency of the development of Mongolia’s energy sector

40. Mongolia’s energy sector faces multiple, interrelated challenges to meet the coun-
try’s fast-growing energy demand reliably, ensure energy security and mitigate environ-
mental and social impacts resulting from its heavy reliance on coal. Until at least 2020,
electricity demand is forecast to increase between 8 and 10 percent per year, driven largely
by mining sector-led economic growth. Constraints exist in both production of electricity
and in the old and inefficient regional distribution systems that were constructed in the
Soviet era and are reaching their capacity limits. Mongolia faces an impending energy sup-
ply crisis if substantial investments are not made to reduce the vulnerability of the existing
energy systems and to increase capacity to meet the country’s rapidly growing demand.

41.  Coal is the dominant source of energy in Mongolia. There is no natural gas available
and all refined oil is imported, mainly from Russia with some minor imports from China
and South Korea. Mongolia has high development potential in renewable resources — hy-
dropower, wind and solar — with hydropower the most efficient and economical option for
base load supply. Development of renewable energy is encouraged through the Renewable
Energy Law of Mongolia (2007), which sets reasonable feed-in tariffs to encourage invest-
ment.

42.  Strategic development of a country’s energy sector is normally conducted through
energy or power master plans. Development of hydropower has been part of power supply
plans in Mongolia since 1970. The MINIS Project evolved from the Bank-supported advi-
sory service activity called the “Southern Gobi Infrastructure Study” (SMIS), completed
in 2009, which analyzed the infrastructure needs for development in the South Gobi region,
including energy infrastructure. This study has subsequently been complemented by the
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most recent energy sector strategy, financed by the Asian Development Bank (ADB), en-
titled, “Mongolia: Updating the Energy Sector Development Plan” (hereinafter Energy
Sector Plan), which began in 2010 and was completed in 2014.2 In response to the Re-
questers’ claim that the MINIS Project was remiss in not including a strategic study of the
energy sector on the national level, Management notes that the available information from
the ADB-financed Energy Sector Plan was comprehensive and sound and therefore to
avoid duplication of work, another study of the same sector was not included as part of the
MINIS Project’s scope.

43.  The Energy Sector Plan conducted a comprehensive forecast of the future power
demand in Mongolia, which is estimated to reach a total of 4,372 MW by 2030. It also
estimates that 2,821 MW of this would be needed to meet the projected demand from the
two major mines, the Oyu Tolgoi and Tavan Tolgoi.

44.  The Energy Sector Plan also conducted an analysis of Mongolia’s aging grid system
and concluded that significant investment is required to ensure reliability and energy secu-
rity for the country. The Energy Sector Plan noted the recent connection of the southern
and central grids to establish an integrated one (the Central Energy System) that encom-
passes both Ulaanbaatar and the South Gobi region. The interconnectedness of this grid
provides greater flexibility for managing energy supply to both the mining sector and the
Mongolian population. A high priority for investment, as identified in the Energy Sector
Plan, is securing bulk power supplies through the Central Energy System to the South Gobi
region, including the Oyu Tolgoi and Tavan Tolgoi mines.

45.  The Energy Sector Plan extensively screened different sources of power production
for Mongolia and for the different power grid systems in the country. It considered both
fossil and renewable sources (hydro, solar and wind). The screening resulted in a prioriti-
zation, which was based on energy policies, including electricity demand, least-cost solu-
tions, energy security, environmental policy, portfolio diversity and financing. It found hy-
dropower to be a viable, cost-effective option in Mongolia’s energy mix that would help
balance the energy supply mix, and bring flexibility in the supply of electricity to better
respond to peak load demands. A specific recommendation that Mongolia develop a hy-
dropower plant on the Shuren River to provide power to the Central Energy System was
included in the Plan.® Hydropower has important advantages compared to the conventional
coal fired power plants that dominate electricity generation in Mongolia.

46.  The importance of curbing the use of coal and switching to clean sources of energy
cannot be overstated. Mongolia’s capital city, Ulaanbaatar, has some of the worst coal-
related air pollution in the world. While the Energy Sector Plan considered the full array
of clean energy alternatives, it concluded that neither solar nor wind can supply Mongolia’s
rapidly growing demand at present due to their inherently intermittent nature. There is no

8 Mongolia: Updating the Energy Sector Development Plan. ADB Project number 43079.
% Para 7, page 6, Mongolia: Updating the Energy Sector Development Plan, Part C, Volume VI of X.
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evidence that wind and solar power can provide a full substitute for hydropower and gas
or coal fired power plants in Mongolia.

47. Notwithstanding the recommendations above, any potential hydropower options
need to be studied carefully in terms of environmental and social impacts, economic and
technical viability and cumulative impacts, and Management notes that until these studies
have been undertaken, the full range of potential risks and impacts of the proposed projects
will not be known. A systematic and comprehensive assessment and study of all these as-
pects of the proposed Shuren and Orkhon Gobi sub-projects is precisely what the MINIS
Project is intended to do.

Alleged violation of MINIS Project scope

48. Management disagrees with the Requesters’ claim that the six proposed sub-pro-
jects to be assessed and studied under Component 1 violate the scope of the MINIS Project,
which is to finance the preparation of assessments and studies of infrastructure investments
that will support the development of the mining sector. As the various studies and plans of
Mongolia’s infrastructure needs have shown, such infrastructure logically includes invest-
ments that enhance power supply to meet the growing demand.

49.  The MINIS Project Appraisal Document (PAD) identifies the Project’s scope as
financing studies related to the preparation of mining infrastructure investment support:
“Projects in the energy, transport, IT and communications, water, housing and social sec-
tors will be eligible, as will logistics and border crossing facilities. In addition, the evalua-
tion and structuring (for private investment) of downstream, value-added activities, such
as copper smelters and iron pellets plants, will also be eligible for funding,” (PAD, para
89). These priority sectors were selected based on the recommendations of the 2009 SMIS
study and are consistent with the recommendations of the Energy Sector Plan.

50.  The six proposed sub-projects to be assessed and studied under Component 1 of the
MINIS Project were identified by the PSC, and were specifically referenced in the docu-
ments of the MINIS Project’s restructuring and additional financing approved by the Board
on March 18, 2014.

Alleged lack of robustness of MINIS Project process

51. Management disagrees with the claim that the MINIS Project lacks a robust pro-
cess. Management notes that the MINIS Project follows Bank Policies and Procedures and
international best practice for the development of large-scale infrastructure, which includes
a series of studies, beginning at a planning level, and cascading progressively into deeper
analysis of potential alternatives, impacts and mitigation measures, as the project analysis
proceeds. As noted above in more detail in paragraphs 16-19, the multi-ministerial PSC,
led by the State Secretary of the Ministry of Finance, provides overall leadership for the
Project. The PSC established a multi-phase implementation procedure for the activities to
be carried out under each of the six selected sub-projects, see Table 1 below.
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Table 1. Implementation Procedure for Studies

~ : Screening studies and Pre-feasibility/Feasibility study
Chrkhon-Siaby Preparatory study | and ESTA
Screening o Feasibility study and
Shuren stadies Pre-feasibility study ESIA
Other sub- Screening e : -
projects studies Fenibi oyl B

52.  For the majority of the Assessment Studies for the proposed sub-projects,'® a two-
phase assessment process has been established, comprising, Phase 1 — Screening and Phase
2 — Feasibility study and environmental and social impact assessments. Under Phase 1, a
screening of each proposed sub-project was carried out, including technical, financial, en-
vironmental and social impact screening, and analysis of project alternatives. This phase
comprised a fact-finding of available information and the production of a screening report.
Where available information was insufficient to develop the ToR for the next phase of the
assessment, Phase 1 also included the execution of selected technical studies. In addition
to the screening report, output from Phase 1 included ToR for a feasibility study and asso-
ciated environmental and social impact assessments to be conducted under Phase 2. Phase
1 includes consultation with stakeholders, including an outreach event conducted early in
the screening process that was organized by the PMU with its consultants to provide details
of the sub-project to be studied, collect information, and initiate discussions on environ-
mental and social considerations, and systematic consultations during the preparation of
the ToR for the feasibility study and ESIA. Phase 2 will include additional consultations
during the preparation of the ESIA, as detailed below.

55 The Shuren Studies, as noted earlier, include an additional pre-feasibility study
phase. The output from Phase 1 was comprised of viability and financial screening studies
and the ToR for a pre-feasibility study to be conducted under Phase 2. The pre-feasibility
study was carried out in 2014 and detailed ToR are being developed for the feasibility study
and environmental and social impact assessments that will be conducted under Phase 3.
Phase 2 1s not yet complete and procurement of consultants for the feasibility study and the
ESIA has not commenced. The Shuren Studies have also included consultation with stake-
holders throughout the process, as described above and in more detail below.

54. The Orkhon Gobi Studies follow a three-phase process. However, given the com-
plex nature of the proposed Orkhon Gobi sub-project and lack of available information
regarding the groundwater resources in the Gobi region, Phase 1 — Screening was enhanced
to include a preparatory study that addresses many of the aspects normally analyzed at pre-
feasibility stage. Some important aspects of pre-feasibility analysis, including an analysis

19 Integrated Steel Complex with Infrastructure in the central region of Darkhan - Selenge; Extension of
Coal Mine Baganuur LLC: Rural and Industrial Water Supply Scheme in the South Gobi region; and, Syn-
thetic Natural Gas (SNG) Plant.
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of potential site options, will be carried out as part of the feasibility study when more in-
formation is available. The rationale for taking such an approach for the Orkhon Gobi
Studies is to ensure that the analysis is only conducted when sufficient information is avail-
able to provide robust results, and that the analysis is fully integrated and coordinated with
the groundwater assessment work that is being carried out under Component 3 of the
MINIS Project. The Phase 1 preparatory study was carried out in 2013-2014 and detailed
ToR have been developed for the combined pre-feasibility/feasibility study and the envi-
ronmental and social impact assessments that will be conducted under Phase 3. Phase 2 is
not yet complete and the procurement of consultants for Phase 3 has not commenced.

55. For all Assessment Studies, decision points by the PSC and the Bank have been
incorporated into the procedures. The main purpose of Phase 1 — Screening for each sub-
project was to provide the PSC with sufficient information to make an informed decision
about whether to proceed with the next study phase, either a pre-feasibility or feasibility
study. Once a proposed sub-project had passed the screening phase, the PSC recommended
that the assessment of the proposed sub-project proceed further and after careful review of
the outputs thus far, a no-objection was provided by the Bank. In the case of the Shuren
Studies, given that an additional pre-feasibility study stage was added prior to the com-
mencement of full feasibility study and associated assessments, an additional decision
point was also added. That is, the recommendation to proceed with the feasibility and en-
vironmental and social impact assessments for the proposed Shuren and Orkhon Gobi sub-
projects was only made by the PSC and confirmed by the Bank on November 20, 2014
after the satisfactory completion of the pre-feasibility study and the preparatory study, re-
spectively. Consequently, the Bank’s no objections to the ToR for the feasibility studies of
the proposed Shuren and Orkhon Gobi sub-projects were issued on February 9, 2015 and
February 25, 2015, respectively. In the case of the proposed Orkhon Gobi sub-project, on
the basis of the completed preparatory study, the PSC recommended proceeding to a com-
bined pre-feasibility and feasibility study stage.

56.  Public consultation is required prior to finalizing the ToR for the ESIA (environ-
mental assessment), and once a draft environmental assessment report is prepared, in ac-
cordance with World Bank Policies and Procedures. As part of both the Shuren Studies and
Orkhon Gobi Studies, public consultations are currently underway on the draft ToR for the
ESIAs, as referenced in the Request. Management confirms that to date, neither the feasi-
bility study nor the environmental and social impact assessments have commenced as part
of the Shuren or Orkhon Gobi Studies.

57.  Although none of the sub-projects have yet completed the feasibility and ESIA
stage, the process for reviewing and evaluating the studies has been established, as noted
above in paragraph 20.

Alleged insufficient analysis of alternative options for each sub-project

58. Management disagrees with the Requesters’ claim that there has been an insuffi-
cient analysis of alternative options for each proposed sub-project.
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59. Management notes that through the MINIS Project, Mongolia is following an in-
ternationally accepted process for the development of large energy infrastructure. First, in
the assessment and study of proposed sub-projects, initial options have been narrowed
down through a process involving national master plans, screening analysis, and pre-feasi-
bility studies. The MINIS Project is now supporting Assessment Studies for the six pro-
posed sub-projects identified in para 22. Second, the Assessment Studies themselves will
further develop the analysis of alternative options for each proposed sub-project.

60.  Shuren Studies. The principal analysis on which the selection by the PSC of op-
tions for the Shuren sub-project has been based, is the Energy Sector Plan, which com-
menced in 2010 prior to the start of the MINIS Project, and for which interim results and
reports were delivered in 2012—-2013. The Energy Sector Plan has also been the source of
the alternative options with which the proposed Shuren sub-project has been and continues
to be compared during the screening, pre-feasibility and feasibility study phases.

61. Management notes that the option assessments carried out to date as part of the
Shuren Studies (in the pre-feasibility study) are consistent with the recommendations of
the Energy Sector Plan. The two main alternatives to the proposed Shuren sub-project are
the development of coal-fired power plants in Mongolia and an increase in imports of elec-
tricity from hydropower plants in the Russian Federation. These two alternatives are the
most probable economically and financially competitive options, and have a similar poten-
tial to the proposed Shuren sub-project to deliver power at high load factors. As part of the
pre-feasibility study, these options were compared with the best potential options for the
proposed Shuren sub-project, which had been identified through a separate analysis of sev-
eral alternative sites for hydropower development on the Selenge River. Because of differ-
ing site conditions (topography, geology, environmental and social considerations) the var-
ious possible sites would likely result in considerably varying solutions (size of reservoir,
height of dam, etc.), cost, and ability to deliver power. It is therefore important that the
analysis compare specific site options for the proposed Shuren sub-project with the alter-
native non-hydro options.

62.  The result of these option assessments, based on the analysis conducted during the
pre-feasibility study, was that the best potential sites for the proposed Shuren sub-project
are highly competitive compared with coal-fired power plants in Mongolia or electricity
imported from Russia. These option assessments therefore confirmed the recommendations
of the Energy Sector Plan to prioritize Shuren for potential development.

63.  With respect to the best site and configuration of the proposed Shuren sub-project,
the pre-feasibility study identified two potential options — a smaller dam and a larger dam
—but these could not be prioritized conclusively with the data available at the pre-feasibility
study stage of the Assessment Studies. Therefore, the final recommendation of the pre-
feasibility study was to proceed with the feasibility study that would include further de-
tailed investigations and assessments for both of these sites, and make an informed recom-
mendation on which site is preferred. The ToR for the feasibility study and ESIA reflect
this recommendation, and require the consultants to specifically look into that question.
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64. Orkhon Gobi Studies. The proposed Orkhon Gobi sub-project, which has been se-
lected for assessment and study under the MINIS Project, is a multi-purpose project with
potential to secure the long-term water supply to the South Gobi area in Mongolia, while
at the same time offering the opportunity for the ancillary production of hydropower. This
is consistent with the Energy Sector Plan, which identified hydropower on the Orkhon
River as a prioritized project.

65.  Prior to the commencement of the MINIS Project, it was anticipated that water de-
mand in the Gobi region would rapidly increase from around 50,000 m3/day in 2010 to
around 350,000 m3/day by 2020. However, what was not known at this time were the
details of the groundwater resources available in the area. Based on limited information,
the SMIS in 2009 concluded that the groundwater resources in the area might be sufficient
to satisfy demand until 2020; however, it was unlikely that the longer-term demand could
be satisfied with groundwater alone, and a water transfer from a surface water source such
as the Orkhon River might be needed in the future.

66.  Withthis as a background, it was decided that the preparatory study of the proposed
Orkhon Gobi sub-project was crucial because it provided the first opportunity for a focused
analysis of water demand and available groundwater resources in the region. The analysis
concluded that: (i) all significant sources of groundwater in the Gobi region are fossil*! and
therefore cannot be used without impacting groundwater levels; (ii) the 2020 water demand
in the region is expected to exceed available groundwater resources; and (iii) there is an
urgent need for more data on groundwater and analysis of options to cater for different
potential water demand assumptions. This analysis supported the importance of further
assessing the proposed Orkhon Gobi sub-project, as it indicated that provision of water to
the Gobi region from a surface water source (rather than relying on ground water) is more
urgent than originally envisaged. Management recognizes the importance of ensuring ef-
fective and sustainable management of the groundwater resources in the Gobi region. Ad-
ditional grant resources provided by the Government of Australia through DFAT to support
a scaling up of the water resource management component of the Project (Component 3)
is therefore of great importance.

67.  As Orkhon Gobi Studies have proceeded, the options assessed have focused pri-
marily on the proposed sub-project’s function as an alternative water supply source, rather
than as an alternative power source for Mongolia. Moreover, the preparatory study was
undertaken for the proposed Orkhon Gobi sub-project prior to moving forward with the
pre-feasibility and feasibility study stages because of the complexity and uncertain config-
uration of this proposed sub-project, i.e., where on the Orkhon River it could be situated,
which conveyance route would be used for the water, and the location of the most urgent
water demand hubs in Gobi. The preparatory study went beyond the level of analysis nor-
mally expected during a screening phase, which Management considers a prudent ap-
proach.

11 Fossil groundwater resources are water resources that have been isolated in an aquifer for a long period
of time. The aquifers do not recharge and therefore the groundwater is a non-renewable resource.
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68.  The preparatory study compared different future water supply alternatives for the
Gobi region, and found that using a combination of surface water from the Orkhon River
transported by pipeline to major demand points, and groundwater from local sources in the
Gobi, is likely to be the best alternative in terms of availability of water resources, availa-
bility of technology, preliminary financial and economic analysis, and comparisons of en-
vironmental and social impacts. This preparatory study has informed the development of
the ToR for the Orkhon Gobi pre-feasibility and feasibility studies, which will assess low
and high demand scenarios to help determine the quantities and timing of securing addi-
tional water supply from the Orkhon River. Future mining development will depend on
timing and quantities of water available, so the feasibility study will also consider low and
high supply scenarios.

Alleged potential impacts on habitats

69. Management notes that the issues raised by the Requesters regarding upstream and
downstream habitat impacts refer to potential harm that could derive from the construction
and operation of the proposed Shuren and Orkhon Gobi sub-projects, not from the Assess-
ment Studies which are being funded by the Bank. The potential environmental and social
impacts of the proposed Shuren and the Orkhon Gobi sub-projects are precisely the subject
of the Assessment Studies.

70. For the proposed Shuren sub-project, the ESIA will, as reflected in the draft ToR:

e |dentify the proposed sub-project impact area, including its area of influence;
e Document the physical, biological and socio-economic and cultural baseline con-
ditions;

e Identify key project structures and components and the activities that would be in-
volved in the construction and operation phases that have the potential to change
the existing baseline conditions;

e Conduct public consultations to identify potential impacts, mitigation measures,
and proposed sub-project alternatives;

e ldentify possible alternative sites and potential positive and adverse impacts for
each alternative;

e Analyze the most critical adverse impacts for the environmentally/economically
best alternative;

e ldentify and analyze significant archaeological sites in the proposed sub-project
area;

¢ Identify and analyze potential impacts on Indigenous Peoples, if any present in the
area of the proposed sub-project;

e Prescribe appropriate, practical, cost-effective and site specific mitigation measures
for the identified adverse environmental and social impacts to avoid, minimize or
compensate for adverse impacts and enhance positive impacts;
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e Outline the elements of environmental and social mitigation, management, moni-
toring and auditing and prepare appropriate management plans;

e Provide recommendations on the overall feasibility of the proposed sub-project
from an environmental and social perspective.

71. Legislation and policy analysis. In addition, the draft ESIA ToR for the proposed
Shuren sub-project includes a review of relevant domestic legislation, commitments made
under applicable environmental international and bilateral treaties and the requirements of
applicable World Bank environmental and social Safeguard Policies. It will also include a
gap analysis between the Bank Policies and relevant Mongolian environmental and social
policies, laws and requirements.

72.  Cumulative Impacts Analysis. The ESIA for the proposed Shuren sub-project will
also assess cumulative impacts of development of the proposed Shuren sub-project and
other future infrastructure considered on the Selenge River. This would include possible
cumulative effects on the downstream river flow regime, and resulting environmental and
social impacts in the Selenge River and Lake Baikal. It will cover all water and hydropower
infrastructure considered in the Selenge River for the next 20 years and a geographic area
down to at least the Selenge Delta and Lake Baikal. As part of the ESIA, the cumulative
impact analysis will also consider a comparison of the potential impacts of different energy
options (hydropower, coal, gas and other electricity production alternatives) at the energy
policy level.

73.  As part of the proposed Shuren sub-project ESIA, the consultants will prepare a
detailed Environmental Management Plan to mitigate, prevent and monitor potential envi-
ronmental and social impacts and costs in case of future sub-project implementation.

74.  The proposed Orkhon Gobi sub-project. Under the ESIA for the proposed Orkhon
Gobi sub-project, as specified in the ESIA ToR, several different assessments will be car-
ried out in a coordinated way: (i) a Regional Environmental Assessment (REA) to consider
the potential impacts of flow regulation and partial diversion on the Orkhon/Selenge River
basin and the introduction of a new water source to the semi-arid South Gobi region; (ii)
three separate ESIAs for different elements of the proposed sub-project:

e Water flow regulation structures and reservoir;
e Water transmission pipelines and pump stations;

e Hydropower facilities and electrical transmission lines.
75.  The draft ToR for the Orkhon Gobi ESIA include examination of the following:
e Water quality of the Orkhon and Selenge Rivers downstream of the reservoir and

impacts caused by changes in the regime, as well as possible impacts on Lake
Baikal;
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e Potential environmental impacts of construction and operation of infrastructure or
facilities, i.e., reservoir, water intake structure, hydropower station, water transmis-
sion pipeline, pump station, roads, and electricity transmission line;

e Current condition and use of land within the sub-project territory;

e Significant archaeological sites in the proposed area of the reservoir and along the
water transmission pipeline and around project facilities;

e Potential need for land acquisition and resettlement;

e Potential impacts on Indigenous Peoples, if any are present in the area of the pro-
posed sub-project;

e All applicable international and bilateral environmental conventions, treaties and
agreements to which Mongolia is a party, as well as domestic laws, policy docu-
ments and national programs that would relate to the proposed sub-project, and ex-
amination of gaps between Mongolian law and the Bank’s Safeguard Policies.

76.  Based on the analysis, the consultants will prepare an environmental management
plan, a resettlement plan, and, if necessary, an Indigenous People’s development plan, all
of which would propose mitigation measures for potential impacts identified, and would
reflect the views of stakeholders and people potentially affected by sub-project implemen-
tation.

77. It should be noted that the public consultation processes for the draft ESIA ToR for
both the proposed Shuren and Orkhon Gobi sub-projects are still ongoing and the draft
ESIA ToR will be revised to reflect stakeholder feedback before they are finalized.

78. Finally, Management wishes to reiterate that the Bank has not committed to fi-
nancing the proposed sub-projects that are the subject of these Assessment Studies being
financed under the MINIS Project. However, Management is committed to enabling the
GoM to complete the Assessment Studies to ensure that the necessary due diligence is
performed regarding the identification and mitigation of environmental and social impacts,
so that the GoM is able to make informed, evidence-based decisions regarding the possible
future development of the proposed Shuren and Orkhon Gobi sub-projects.

Alleged potential transboundary impacts

79. Bank Policy (OP 7.50) is applicable to the MINIS Project because of two of the six
proposed sub-projects, namely the proposed Shuren and the Orkhon Gob sub-projects.
These two proposed sub-projects have potential transboundary impacts because the Orkhon
River is a tributary of the Selenge River that flows northeastwards through Mongolia into
Lake Baikal, the world’s largest and deepest freshwater lake, which is located in the terri-
tory of the Russian Federation.

80.  OP 7.50 is applicable to projects that involve (a) the use or potential pollution of
international waterways, and/or (b) involve detailed designs and engineering studies of
such projects. For such projects, notifications should be sent to all other riparians unless an
exception to the requirement of notification is justifiable. The Bank Policy provides for
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three scenarios in which such an exception may be granted, including when the project
only finances “water resource surveys and feasibility studies on or involving international
waterways” as Stated in paragraph 7(b) of the Policy. In such cases, there is a requirement
that the terms of reference for the activities include an examination of any potential riparian
Issues.

81.  Taking into account the nature of activities that the Project was intended to finance,
Management approved in line with the Policy an exception to the riparian notification re-
quirements in OP 7.50 for the MINIS Project on August 28, 2013. As required under the
Policy, the ToR for the ESIAs of the two sub-projects included an examination of any
potential riparian issues.

82. Management notes that the GoM has engaged with the Russian Authorities on the
proposed Shuren and Orkhon Gobi sub-projects through bilateral channels. First, as re-
ported in a letter to the Bank on June 20, 2014, the GoM provided information on the
proposed sub-projects to the Ministry of Natural Resource and Ecology of the Russian
Federation. Second, the Ministry of Energy of Mongolia signed a Memorandum of Under-
standing (MoU) with the Russian Academy of Science on August 21, 2014 to “cooperate
to perform complex studies on the assessment of environmental, water, energy and the
socio-economic consequences of building hydropower plants in the Selenge River basin in
Mongolia.” Third, Management notes that it was reported publicly that the issue of hydro-
power development in the Selenge River Basin was discussed during bilateral talks be-
tween the Russian President and the GoM during the former’s State Visit to Mongolia in
August 2014. Fourth, on March 30-31, 2015, a delegation of the Russian Ministry of Nat-
ural Reserves and Ecology led by the Deputy Minister met in Ulaanbaatar with a delegation
from the Ministry of Environment, Green Development and Tourism of Mongolia, led by
its Deputy Minister. During this meeting, a protocol to establish cooperation between the
two ministries regarding the Shuren assessment studies was signed.

83. Lake Baikal and the Selenge wetland area are protected under the World Heritage
Convention'? and the Ramsar Convention,3 respectively. The Bank recognizes the signif-
icance of these sites, and is monitoring proposed actions in relation to the GoM’s interna-
tional treaty obligations throughout implementation of the MINIS Project. The Bank noted
the GoM’s response to a request from UNESCO for a report on the GoOM’s plans regarding
the Selenge Basin at the 38" Session of the World Heritage Committee, which took place
in Doha, Qatar on June 15-25, 2014, and the World Heritage Committee’s decision 38
COM 7B.76 in this regard. Upon request from the Bank, the GoM provided a written report
to the Bank on June 20, 2014 to explain the actions that had been undertaken to respond to
and comply with Mongolia’s international treaty obligations. This letter included copies of
correspondence between Mongolia and the World Heritage Committee.

84. Upon reviewing the information available to it, Management concluded that the
process being followed under the MINIS Project with respect to the proposed Shuren and
Orkhon Gobi sub-projects is consistent with the recommendations of the World Heritage

12| ake Baikal was inscribed onto the World Heritage List in 1996.
13 The Selenge wetland delta was inscribed on the Ramsar international wetland list in 1994,
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Committee decision 38 COM 7B.76, namely that potential environmental and social im-
pacts of the sub-projects should be duly assessed and that the results of such assessments
be made public prior to a decision to proceed with the sub-projects. Management notes that
the recommendation made by the World Heritage Committee is also fully aligned with the
World Bank Safeguard Policies.

85. Management shares the Requesters’ concerns regarding the possible cumulative
impacts of hydropower development on the Selenge River Basin and emphasizes that the
MINIS Project is intended to address such concerns through the cumulative impact assess-
ment to be undertaken as part of the Shuren ESIA and the regional environmental assess-
ment to be undertaken as part of the Orkhon Gobi ESIA.

86.  Management notes that the requirement for consideration of transboundary issues
and potential impacts on Lake Baikal are prominently included in the draft ToR for the
Shuren and Orkhon Gobi ESIAs. Selected examples from the Shuren ESIA ToR are given
in Annex 1.

Alleged weaknesses in consultation and disclosure

87. Management notes that at all stages of the Assessment Studies under the MINIS
Project, the Bank has consistently monitored the Project’s compliance with the Bank’s
Safeguard and Access to Information Policies with respect to disclosure and public consul-
tation. Management wishes to confirm that the MINIS Project has met the requirements of
the Bank Policies and Procedures.

88.  With respect to public disclosure of MINIS Project documentation, so far the Bank
has publicly disclosed the PAD, ESMF, Integrated Safeguards Datasheet, Procurement
Plan (including revisions), Restructuring and Additional Financing Project Paper, and the
Implementation Status Reports for the MINIS Project. Furthermore, the GoM has also dis-
closed the ESMF (in English and Mongolian), and the draft ToR for the proposed sub-
project ESIASs (in English and Mongolian).

89.  Management wishes to point out that under the Bank’s Policies and Procedures, the
Recipient is not required to disclose pre-feasibility studies, however, the Bank has consist-
ently encouraged the PMU to share publicly as much information as possible from the
studies financed by the MINIS Project.

90. Based on meetings with NGO representatives, including one of the Requesters,
seeking information on preparatory work undertaken so far, the Bank has on several occa-
sions encouraged the GoM to disclose additional information beyond the requirements of
the Policies (e.g., the pre-feasibility report of the proposed Shuren sub-project and other
such client-owned information). Furthermore, the Bank has been proactive in facilitating
face-to-face engagement between the PMU and other agencies such as the Ministry of En-
ergy and Ministry of Environment and Green Development, and concerned stakeholders,
including one of the Requesters.
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91.  The PMU has established a MINIS Project website (in both Mongolian and Eng-
lish) to facilitate information sharing. However, Management acknowledges that the func-
tionality of this website could be improved. The Bank has recommended to the PMU to
hire a communications specialist to assist in the preparation and coordination of the public
consultations and improve the MINIS Project website to make it a more robust information-
sharing tool.

92. Management confirms that the Bank has been closely supporting the PMU and
helping to build its capacity. Consultations have been held on the draft ToR for the ESIAS
for the proposed Shuren and Orkhon Gobi sub-projects (January 16, 2015 and January 29,
2015, respectively) in Ulaanbaatar. In addition, one training workshop on stakeholder en-
gagement was held in Ulaanbaatar on January 13, 2015.

93.  These events were in line with good practice and were well attended by NGOs,
environmental and social advocates, special interest groups, local administrators including
the governors of four potentially affected Soums, as well as government and private sector
representatives. The PMU has sought feedback on the consultation process from partici-
pants in order to improve future forums.

94.  Recognizing that consultations in Ulaanbaatar alone are only a first step, consult-
ants who will be hired to carry out the ESIAs for all sub-projects will undertake detailed
stakeholder mapping, identify required specialist studies, and engage local affected stake-
holders in a round of preparatory consultations to inform them of the consultation plan and
opportunities for participation.

95. Toward this end, the Bank has also supported the PMU to develop a model “con-
sultation roadmap” as part of the draft ESIA ToR finalization process for the proposed
Shuren sub-project. This roadmap was presented at the stakeholder engagement workshop
on January 16, 2015, and the consultation process was explained. The consultation
roadmap consists of a timeline for public consultations during the ESIA preparation pro-
cess, including opportunities for stakeholders to engage with the Panel of Experts. This
timeline is intended as a model for other ESIAS being supported under the MINIS Project
and customized roadmaps based on the model will be prepared by the consultants who
conduct the ESIAs for other sub-projects. The next steps after the finalization of the ESIA
ToR is the development of detailed consultation plans with key stakeholder groups identi-
fied, and the carrying out of meaningful consultations with these groups.

96.  The Bank will continue to work closely with the PMU to ensure that the important
issues of public disclosure and consultation continue to improve and that any shortcomings
are remedied.

Correspondence with Requesters and others during Project implementation

97. Management acknowledges receipt of the correspondence listed in Annex 3 of the
Request. The consistent focus of this correspondence has been to request that the Bank
withdraw support for the feasibility study of the proposed Shuren sub-project. The corre-
spondence has also raised the following issues: (i) possible scale of environmental and
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social impacts of the proposed Shuren and Orkhon Gobi sub-projects; (ii) eligibility of the
Assessment Studies under the MINIS Project; and (iii) alleged lack of consultation and
disclosure on the activities conducted on these Assessment Studies.

98. Management notes that some of the correspondence from external parties has con-
fused the actual status of the proposed sub-projects and the Bank’s involvement under the
MINIS Project, alleging that the Bank has already provided a commitment to finance the
construction of the proposed Shuren and Orkhon Gobi sub-projects, which is not the case.

99.  The Bank response to each of these letters has been timely and consistent, clarifying
the status of the Assessment Studies for the proposed sub-projects at the time of receipt of
each letter. Further, the responses have clarified that no matter the outcome of the Assess-
ment Studies to be conducted under the MINIS Project, the World Bank has not committed
to finance the construction of any proposed sub-project being studied. Furthermore, the
Bank’s replies to the letters have confirmed that the proposed pre-feasibility, feasibility
and ESIA studies for each of the proposed sub-projects will be conducted in accordance
with World Bank Policies and Procedures, and therefore the possible environmental and
social impacts highlighted by the complainants will be assessed and studied as part of the
MINIS Project.

100. Inaddition to responding to the written correspondence received, Bank representa-
tives, including members of the MINIS Project task team, met with a representative of
Rivers without Boundaries (Mongolia), one of the Requesters for this case, in Washington,
D.C., on July 10, 2014 and in Ulaanbaatar in September 2014. In these meetings, Bank
representatives acknowledged the positive role of the public and NGOs and confirmed that
consultations will be carried out during the preparation of the ESIA studies as required
under World Bank Policies. Bank representatives also confirmed that the MINIS Project
will not finance any proposed sub-projects and that the World Bank has not committed to
Mongolia to finance them in the future.

101. Finally, in addition to the above-listed contact with the Requesters, Management
notes that the Bank has facilitated opportunities for NGOs to interact with the relevant
government entities. The Bank convened the first face-to-face meeting between Rivers
without Boundaries (Mongolia), representatives of the Ministry of Energy and the MINIS
PMU in Ulaanbaatar during the Implementation Support Mission in September 2014. The
meeting was constructive, resulting in an agreement that the Project would conduct a train-
ing program in communication, media handling, consultation and disclosure of information
targeting a wide audience, including the PMU, Ministry of Energy, Ministry of Environ-
ment and Green Development, NGOs and civil society. This training program was held in
Ulaanbaatar on January 13, 2015.

Future actions

102. Management values continuous constructive engagement of all stakeholders to en-
sure the optimum benefit is derived from the Assessment Studies. OP4.01 and other rele-
vant World Bank Safeguard Policies will guide the process of engagement, disclosure, and
consultation.
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103. Management intends to pursue the valid concerns and questions raised by stake-
holders about the proposed sub-projects precisely by supporting the Recipient to implement
comprehensive Assessment Studies.

104. Management will ensure that consultations, disclosure and implementation of the
Assessment Studies are conducted diligently and in line with Bank Policies and Procedures.
The initial consultations are underway in accordance with Bank policy in order to obtain
feedback to complete the finalizing of the ESIA ToR. These consultations will continue
with next steps focusing on project-affected communities and international stakeholders.
The GoM has demonstrated a willingness to engage a range of key stakeholders and Man-
agement will continue to encourage greater transparency and engagement.

105. The Panel of Experts, which is being established, will be comprised of individual
consultants with good international experience in hydropower, dam safety, environmental
and social safeguards experience. The Panel of Experts will add to the due diligence by
providing oversight and quality assurance for both ESIAs.

106. If the Assessment Studies indicate that a proposed sub-project is not viable, Man-
agement will recommend to the GoM to not further proceed with the development of the
proposed sub-project assessed and studied under the MINIS Project.

Conclusion

107. Management considers the Request for Inspection ineligible for investigation
because the issues raised by the Requesters focus on potential harm that could derive
from the construction, operation and/or failure of the proposed sub-projects, and not
from the Assessment Studies which the Bank is financing under the MINIS Project.
Management notes that the Bank is not involved in financing construction of any of the
proposed sub-projects that are being studied under the MINIS Project, nor has Management
made any decision or commitment to finance them.

108. Management appreciates the Requesters’ concerns, which contain valid ques-
tions regarding the proposed Shuren and Orkhon Gobi sub-projects. Management main-
tains that these concerns can only be addressed and answered through a comprehensive and
systematic environmental and social assessment, as mandated by OP 4.01. The Bank is
currently supporting the GoM in developing this body of credible and objective knowledge
through the Assessment Studies for the proposed Shuren and Orkhon Gobi sub-projects.
The Requesters’ valid questions and concerns will be included and reviewed as part of
these Assessment Studies.

109. Management is of the view that the harm the Requesters allege could not derive
from the Assessment Studies, particularly as they do not serve to predetermine and/or
dictate the decision of the GoM to proceed with the proposed sub-projects. A logical dis-
tinction must be maintained between the Assessment Studies carried out by an independent
consultant — which are intended to provide an objective information base needed for in-
formed and evidence-based decision-making — and the GoM’s decision whether to accept
or implement the recommendations of such Assessment Studies. Management cannot see
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how the financing of Assessment Studies has violated Bank Policies and Procedures, lead-
ing to actual or potential harm as required by the Inspection Panel Resolution.

110. Management believes that an inspection at this stage would undermine an inde-
pendent and integrated environmental and social impact assessment mandated by
OP4.01 by a limited review of the concerns and issues expressed by one stakeholder
group.

111. Management believes that the Bank has made every effort to apply its Policies
and Procedures and to pursue concretely its mission statement in the context of the Pro-
ject. In Management’s view, the Bank has followed the Policies and Procedures appli-
cable to the matters raised by the Request. As a result, Management believes that the
Requesters’ rights or interests have not been, nor will they be, directly and adversely
affected by a failure of the Bank to implement its Policies and Procedures.
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ANNEX 1
CLAIMS AND RESPONSES
No. | Claim OP/BP | Response
Energy sector development
1. Encouraging inefficient de- OP4.01 | While OP4.01 does not require a sector strategy to be carried out

velopment of energy sector.
Mongolia has scarce rivers
with extreme temporal varia-
bility of flows. The energy po-
tential of rivers is minuscule in
comparison with the extremely
abundant resources of solar,
wind, coal. By supporting two
hydropower dams the MINIS
project encourages develop-
ment of a sector which has a
very questionable future and
the highest possible risks of
failure in Mongolia.

When in 2012 Rivers without
Boundaries (RwB) suggested
to the WB Task Team Leader
at the time [...] to conduct an
analysis of alternatives or stra-
tegic assessment for energy
development he said that
MINIS cannot do it.

for each Bank-supported project, under the MINIS Project the
Bank has encouraged the Recipient to follow good international
practice in anchoring the selection and preparation of the Assess-
ment Studies for the proposed sub-projects in the best available
sector level analysis and planning, which in this case was the
Bank-supported advisory service activity called the “Southern
Gobi Infrastructure Study” (SMIS), completed in 2009, followed
by the ADB-supported Energy Sector Plan (Energy Sector Plan),
which started in 2010 and was completed in 2014.

Management notes that the available information from the Energy
Sector Plan development process was comprehensive and sound
and therefore, to avoid duplication of work, another study of the
same sector was not necessary and therefore not included as part
of the MINIS Project scope.

The Energy Sector Plan conducted a comprehensive forecast of
the future power demand in Mongolia, projecting that power de-
mand will reach 4,372 MW by 2030. It also estimates that 2,821
MW, or 55 percent of the projected installed capacity, would be
needed to meet the projected demand from the two major mines,
the Oyu Tolgoi and Tavan Tolgoi.

The Energy Sector Plan also conducted an analysis of Mongolia’s
aging grid system and concluded that significant investment is re-
quired to ensure reliability and energy security for the country.
The Energy Sector Plan noted the recent connection of the south-
ern and central grids to establish an integrated grid (the Central
Energy System) that encompasses both Ulaanbaatar and the South
Gobi region. The interconnectedness of this grid provides greater
flexibility for managing energy supply to both the mining sector
and the Mongolian population.

The Energy Sector Plan recommends, as a high priority for invest-
ment, securing bulk power supplies through the Central Energy
System to the South Gobi region, including the Oyu Tolgoi and
Tavan Tolgoi mines. Therefore, the proposed Shuren sub-project,
which would be a major contributor to the Central Energy System,
would directly benefit the mining sector in the South Gobi region.
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No.

Claim

OP/BP

Response

The Energy Sector Plan extensively screened different sources of
power production for Mongolia and for the different power grid
systems in the country. It considered both fossil and renewable
sources (hydro, solar and wind). The screening resulted in a priori-
tization, which was based on energy policies, including electricity
demand, least-cost solutions, energy security, environmental pol-
icy, portfolio diversity and financing.

It found hydropower to be a viable, cost-effective option in Mon-
golia’s energy mix that would help balance the energy supply mix,
and bring flexibility in the supply of electricity to better respond to
peak load demands. The Energy Sector Plan screening (Part B —
Volume V: Technologies) states “Large scale hydropower ranks
well in cost comparison, and Orkhon, Egiin and Shuren HPP
schemes need to be considered individually in the expansion plan-
ning.”

The Energy Sector Study also included a specific recommendation
that Mongolia develop a hydropower plant on the Shuren River to
provide power to the Central Energy System. Hydropower has im-
portant advantages compared to the conventional coal-fired power
plants that dominate electricity generation in Mongolia.

While the Energy Sector Plan considered the full array of clean
energy alternatives, it concluded that neither solar nor wind can
supply Mongolia’s rapidly growing demand at present due to their
inherently intermittent nature. The Energy Sector Plan states in the
Summary of Electricity Generation Technologies (Part B — Vol-
ume V: technologies) that “Wind and solar are not competitive
against the low cost of coal in Mongolia as their Load Factors are
limited.”

Notwithstanding the recommendations above, the feasibility of
any potential hydropower option needs to be studied carefully in
terms of environmental and social impacts, including cumulative
impacts, and its economic and technical viability.

Management notes that until a comprehensive set of Assessment
Studies has been undertaken, the potential risks and impacts of the
proposed sub-projects will not be known. A systematic and com-
prehensive assessment and study of all these aspects of the pro-
posed Shuren and Orkhon Gobi sub-projects is precisely what the
MINIS Project is intended to do.

Water sector development

Mongolia derives most of its
water supply from alluvial

OP4.07

Management notes that this issue refers to potential harm that
could derive from the construction and operation of the proposed
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cant natural habitat — Lake

No. | Claim OP/BP | Response

subsurface sources in river val- Shuren and Orkhon Gobi sub-projects, but not from the Assess-

ley. However, Mongolian poli- ment Studies that the Bank intends to finance. The potential envi-

ticians have rallied to switch ronmental and social impacts of the proposed Shuren and Orkhon

from groundwater to surface Gobi sub-projects are precisely the subject of the Assessment

water. Water prices have been Studies.

idr:;t.orted to assist dam build Traditionally Mongolia has largely relied on the use of shallow
groundwater in river valleys to satisfy the limited demand, mainly

Threatening public water sup- for drinking water. With the growth of the urban population in

ply The Shuren Hydro design Ulaanbaatar, the rapid development of the mining sector and re-

on which all hydrological and lated economic activities, water demand has grown rapidly and is

economic calculations were expected to continue to grow in the years to come. This has put

based was known to threaten stress on locally available water resources in a number of regions,

the huge water intake facility especially in South Gobi where all significant sources of ground-

of Erdenet city. Shuren Project water in the Gobi region are fossil* and therefore cannot be used

personnel knew that, but until without impacting groundwater levels. In these areas, the option of

summer 2014 they did not dis- water supply from surface water has to be considered, among

close the fact that most pre- other available options, to meet the growing water demand.

feasibili Iculation . .

a?gstSeEiyoS:]u: é/eza;gcnut?];? c:n— Alleged water price distortions

not be realized due to this con- Increases in water price for industrial use are not a distortion, but

flict. are on the contrary a tool to promote water conservation measures
by the mining industry, thereby reducing the need for the develop-
ment of additional water sources.
Alleged threats to water supply in Erdenet City
Concerns about the impact of the proposed Shuren sub-project on
Erdenet city were raised during the public consultations for the
Shuren ESIA ToR held in Ulaanbaatar in January 2015 and will be
considered under the Feasibility Study and ESIA for the proposed
sub-project.
The ToR for the Feasibility Study for the proposed Shuren sub-
project states that “All costs related to the construction and imple-
mentation of the Shuren HPP shall be updated based on the feasi-
bility design and implementation plan. Costs for the implementa-
tion of the EMP, RAP and possible benefit sharing programs shall
be retrieved from the ESIA and included in the total capital cost.”
(Section B13.1 — Capital and Investment Costs).

Potential impacts on criti-

cal natural habitats

3. Threatening globally signifi- | OP4.01 | Management notes that the issues raised by the Requesters regard-

ing upstream and downstream habitat impacts refer to potential

! Fossil groundwater resources are water resources that have been isolated in an aquifer for a long period of
time. The aquifers do not recharge and therefore the groundwater is a non-renewable resource.

34




Mining Infrastructure Investment Support Project

No.

Claim

OP/BP

Response

Baikal & Selenge River
Delta. Lake Baikal/Selenge
Delta Ecosystem is recognized
as top global conservation pri-
ority. It is well known that
large dams usually have signif-
icant impact on downstream
ecosystems (WB has special
OP addressing it). Therefore
the MINIS Project simply
SHOULD NOT identify dams
in Selenge Basin as opportuni-
ties to be studied.

Threatening significant criti-
cal habitat — Selenge and
Orkhon Rivers. Selenge and
Orkhon Rivers are the last hab-
itat in Mongolia for Siberian
Baikal Sturgeon- listed as en-
dangered and critically endan-
gered in Mongolia. Sturgeon
and some other fish migrate
from Baikal Lake and back.
E.g., Selenge and Orkhon Riv-
ers are also important habitat
for other IUCN-listed species
such as Siberian Taimen. In
harsh winters large river chan-
nels are the only refuges avail-
able for river fish and thus by
definition critical habitat for
the whole freshwater biota.
Selenge River is the only
large river in Mongolia and
therefore unique and irre-
placeable habitat from na-
tional perspective. It has
highest freshwater habitat
and aquatic species diversity
compared with smaller rivers.

harm that could derive from the construction and operation of the
proposed Shuren and Orkhon Gobi sub-projects, not from the As-
sessment Studies. The potential environmental and social impacts
of the proposed Shuren and the Orkhon Gobi sub-projects are pre-
cisely the subject of the Assessment Studies.

Specifically as per threats to critical natural habitats such as the
area of Lake Baikal and endangered species such as the Mongo-
lian Sturgeon, if the Assessment Studies determine that the pro-
posed sub-project development will result in a significant conver-
sion or degradation of critical natural habitats, the Bank will
recommend to the GoM not to proceed in line with requirements
of OP 4.04.

The MINIS Project is supporting the preparation of a comprehen-
sive and systematic ESIA to help the GoM make an informed de-
cision regarding the proposed Shuren sub-project. The Assessment
Studies conducted under the MINIS Project therefore mitigate the
risk that the proposed Shuren sub-project would be developed
without proper assessment and mitigation of environmental and
social impacts, including potential impacts on Lake Baikal and the
Selenge Delta ecosystems.

Until detailed and systematic Assessment Studies have been un-
dertaken, the extent to which endangered species and their habi-
tats may be threatened by the proposed Shuren and Orkhon Gobi
sub-projects cannot be clearly ascertained, nor, if applicable, can
the recommendation not to proceed with the sub-projects because
of severity of impacts on critical natural habitats be made or miti-
gation measures be defined to address any potential sub-project
impacts on these species and their ecosystems.

The draft ToR for the ESIA of the proposed Shuren sub-project
recognize the sensitivity of the Selenge River and its basin (up-
stream, downstream, Delta Ramsar site and Lake Baikal World
Heritage Site), as follows:

e Section B4.3 on “Environmental Impact of the proposed
Shuren sub-project on Downstream areas” explicitly requires
the consultant to “Assess the impact of the HPP Shuren on the
UNESCO world heritage “Lake Baikal ” and the RAMSAR site
“Selenge delta” 2RU01S, resulting from the interference of
the dam with the natural river discharge and the sediment
transportation.”

e Sections B.2, B4, B4.1, and B4.3 require the Consultant to un-
dertake, inter alia: detailed assessment of the proposed Shuren
sub-project’s potential impacts on natural habitats and critical
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No.

Claim

OP/BP

Response

natural habitats (land and water areas where most of the native
plant and animal species are found) and to assess possible
fragmentation of natural habitats, blocking of wildlife migra-
tory routes (fish passage), loss of surface vegetation and land
degradation, caused by the impounding of the Selenge River.

e Section F1.1 requires the Consultant to include a Natural Re-
sources Management Specialist with minimum 10 years’ pro-
fessional experience in natural habitat, flora and fauna re-
search, and development of environmental management and
monitoring strategies, to ensure adequate coverage of these
sensitive areas.

The identification and assessment of potential impacts on biodi-
versity, including on the Siberian Sturgeon, is covered in the ToR
for the ESIA for the proposed Shuren sub-project as follows:

e Section B4.3 on the Environmental Impact of the proposed
Shuren sub-project on downstream areas requires the consult-
ant to “Assess the possible fragmentation of natural habitats,
blocking of wildlife migratory routes (fish passage) and possi-
ble land degradation resulting from the erection of the dam
and the change of the impact on the natural river discharge”.

The ESIA ToR for the proposed Shuren sub-project explicitly em-
phasizes the Siberian Sturgeon, and includes assessment of possi-
ble impacts on its habitat, and identification of possible ways to
avoid and mitigate such impacts.

e Section B4.3 requires the consultant to “Assess the blocking of
fish migration routes up and down the Selenge River by creat-
ing an insuperable obstacle (the dam) for the aquatic species
in the river, with emphasis on the Taimen and Siberian Stur-
geon. Evaluate feasible mitigation measures like fish ladders,
fish locks, fish lifts or compensatory fish breeding in the reser-
voir.”

e Section F1.1 requires the Consultant to include an Ichthyolo-
gist with a minimum of 10 years’ professional experience in
the research of fish fauna to ensure adequate coverage of this
critical issue.

MINIS Project scope

Violating the scope of MINIS
Project. The WB commis-
sioned a study in 2009 on de-
velopment of energy sources

OP4.01

The MINIS PAD identifies the Project’s scope as financing stud-
ies related to the preparation of mining infrastructure investment
support: “Projects in the energy, transport, IT and communica-
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ies. This is not done in proper
compliance with Bank’s envi-
ronmental assessment policy.
The Orkhon Gobi water con-
veyance system has been ac-
tively promoted by MINIS
since summer 2012. However,
the comprehensive “Ground-
water Component” which was
supposed to evaluate ground-
water resources in the Gobi

No. | Claim OP/BP | Response

for South Gobi mining and this tions, water, housing and social sectors will be eligible, as will lo-

study did not consider hydro- gistics and border crossing facilities. In addition, the evaluation

power as an option that is di- and structuring (for private investment) of downstream, value-

rectly relevant to mining in- added activities, such as copper smelters and iron pellets plants,

dustry. Some other SUB- will also be eligible for funding,” (PAD, para 89). These priority

projects under MINIS also sectors were selected based on the recommendations of the 2009

likely violate mgndate, sugh as SMIS study and are consistent with the recommendations of the

the Baganuur mine expansion. Energy Sector Plan.

f’ek:gtreeg tzls'iﬁ;on:?n?ggiggglrnts The six proposed sub-projects which will be assessed and studied

original function was to cover undgr 'the MINIS Pro;egt were identified .by t’he PSC, anql were

peak demands and add reliabil- spe(_:lflcally_referfenced in the MINIS Project’s restructuring and

ity to Central Energy System. additional financing approved by the Board on March 18, 2014.

However, the MINIS prO.JeCt With regard to the Requesters’ reference to Baganuur, the 2009

mandate was to o!evelo_p _mfra— SMIS investigated developing a Coal to Liquids plant at Baganuur

structure supporting mining (p51) but noted a high risk of delays. This assessment of energy

_SeCtor and Shuren hydrc_)power supply options “does not assess the relative economic and finan-

is clearly not related to it. cial attractiveness of different options. Rather it is focused on the
state of commercial preparation of the projects, and their ability
to be prepared in time for the expected supply shortfall in 2012-
137 (p.52).
The assessment study for the proposed Baganuur Coal Mine sub-
project would assess its feasibility and potential environmental
and social impacts, including the potential for capturing coal bed
methane gas, which would add to Mongolia’s development of
green energy sources. Old data are available but further confirma-
tion is needed. Moreover, this will also help to build the capacity
of Mongolia to better manage the extractive industry and place
greater emphasis on environmental and social impacts, which will
be addressed in the assessment of cumulative impacts and occupa-
tional health and safety risks.

MINIS Project implementa-

tion

5. Sequencing of MINIS “stud- | OP4.01 | Management confirms that there is no contradiction between the

recommendations of preparatory studies and the actual sequencing
of MINIS Project activities.

1) The “Southern Gobi Regional Environmental Assess-
ment” (World Bank, January 2010) concludes that fore-
most among the constraints for development in the South
Gobi Region is water availability. This report mentions
very low groundwater recharge rates (1 mm/yr) and clari-
fies that, although there are large reserves of fossil
groundwater, these must be used with care because they
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Claim

OP/BP

Response

and, therefore, to determine
whether any water conveyance
system is needed at all barely
started only 2014 after 2-3
years of delay. Studies like
“1.1.7b Feasibility Study of
South Gobi development —
hydrogeological exploration
in the region to address mine
water supply sources” started
in the second half 2014. The
normal logical sequence would
be the opposite. This work se-
guencing fully contradicts the
WB’s initial studies of 2008-
2010, which have shown that
groundwater potential should
be explored first and only then
we can determine necessity for
water transmission. Although
the groundwater assessment
has barely started, the MINIS
Director appears at various
conferences and/or published
papers where he talks about
the necessity to “complement”
groundwater supply by long-
distance transmission of sur-
face water.

are a non-renewable resource.

2) The “Groundwater assessment of the Southern Gobi re-

gion” (April 2010) makes an initial assessment of water
demand and available groundwater resources in the South-
ern Gobi Region. This report concludes that:

i. all significant sources of groundwater in the South
Gobi region are fossil and cannot be used without
impacting groundwater levels;

ii. the 2020 water demand is expected to exceed
available groundwater resources even when ac-
cepting a 50 to 100 m lowering of groundwater
levels over a 25 to 40 year period;

iii. there is an urgent need for more data and both
groundwater and Orkhon Gobi water transfer need
more studies;

3) The Project Design Document for DFAT, which provided

funding for the Groundwater Management Component of
the MINIS Project (February, 2012), recommends the es-
tablishment of Water Basin Administrations in three
Aimags, strengthening of the capacity of the Water Au-
thority through the creation of a Groundwater Manage-
ment and Information Unit (GWMIU), the conduct of
monitoring activities and studies to consolidate groundwa-
ter knowledge in the South Gobi region and the prepara-
tion of Aimag Groundwater Management Plans to be
completed by September 2016;

4) Following the June 2012 elections the new Ministry of

Environment and Green Development (MEGD) took over
the tasks of the Water Authority. In September 2012, the
World Bank engaged in discussions with the newly ap-
pointed staff of MEGD to adapt the Groundwater Man-
agement Component of the MINIS Project to reflect the
new institutional set-up; during these discussion it was
also agreed to establish River Basin Administrations
(RBA) in three newly defined river basins. The MINIS
Project also engaged in discussions with DFAT to adapt
the Additional Financing for the MINIS Project to further
support the Groundwater Management Component;

5) In March 2014, the three RBAs in the South Gobi region

started their field activities, supported by the GWMIU at
MEGD in Ulaanbaatar. Management confirms that there
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has been no delay in Project implementation and the mon-
itoring activities, studies and Groundwater Management
Plans will be completed by September 2016, as per the in-
itial schedule;

6) The Initial Screening report of the preparatory study for
the proposed Orkhon Gobi sub-project (May 2014) con-
cluded that identified utilizable groundwater resources in
the South Gobi region amount to 144,000 m3/day and that
before 2020 water demand is expected to exceed available
resources.

In the case of the assessment and study of the proposed Orkhon
Gobi (Orkhon Gobi Studies) sub-project, due to the complexity of
the proposed sub-project and the lack of available groundwater as-
sessments, the screening phase included the preparatory study,
which deepens the analysis beyond a level that would normally be
included in a screening stage. The assessment for the proposed
Orkhon Gobi sub-project is enhanced by in-depth groundwater
monitoring and assessments of the South Gobi region conducted
under Component 3 of the Project, supported by a grant from the
Government of Australia. These groundwater assessment studies
commenced in 2014 and will continue in parallel to the Orkhon
Gobi feasibility study and ESIA. The aim is to have the results of
the groundwater assessment studies available concurrently with
the feasibility study and ESIA to facilitate the GoM’s decision-
making on how to meet the water demand of the South Gobi re-
gion. While the results of the groundwater assessments are not yet
known, work carried out on the preparatory study for the proposed
Orkhon Gobi sub-project indicates that water diversion from Ork-
hon Gobi to the South Gobi would be required in the future, and
future mining development would depend on the timing and quan-
tities of water available. The feasibility study will consider low
and high supply scenario.

Integrity and quality of the
“project evaluation” are com-
promised. The main discussion
RwB and Greenpeace had with
the WB TTL over the years
was about the clarity of the
process of evaluating /select-
ing projects for the next pre-
feasibility and feasibility
phases. Since 2012 the WB
has always mentioned but
failed to demonstrate the “Pro-
ject Viability Assessment” and

OP4.01

Management notes that the MINIS Project follows World Bank
Policies and Procedures as well as international best practice for
the development of large-scale infrastructure, which includes a se-
ries of studies, beginning at the planning level, and cascading pro-
gressively into deeper analysis of potential alternatives (including
the no project scenario), potential impacts and mitigation
measures. The multi-ministerial PSC, led by the Minister of Fi-
nance, provides overall leadership for the Project. The PSC estab-
lished a multi-phase implementation procedure for the activities to
be carried out under each of the six proposed sub-projects.

For the majority of the proposed sub-projects, a two-phase process
has been established, comprising, Phase 1 — Screening and Phase 2
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documented use of these pro-
cedures for project ideas initi-
ated and then terminated under
MINIS.” In reality, project se-
lection and promotion under
MINIS was a highly political
process catering to the chang-
ing interests of 4-5 participat-
ing ministries. There was no
good mechanism for initial
identification and no impartial
assessment at later stages. All
6 projects initially listed in the
appendix to the Project Ap-
praisal Document were
dropped due to changes in the
government.

This is especially obvious in
the case of Shuren Hydro- we
have 3-5 letters from all WB
levels promising “viability as-
sessment” and now we learned
that the pre-feasibility study
was done with gross violations
of the ToR that was earlier
cleared by the WB. RwB re-
guested from WB and MINIS
the following evidence of as-
sessment process: 1) Criteria
used to determine project via-
bility, 2) Rules for cancelling
inappropriate projects, 3) Pro-
cess of project evaluation, used
by WB team; 4) Participation
of managers and stakeholders
in project evaluation, and 5)
Methodology of documenting
evaluation outcomes. We
never received a response from
[..] the current TTL or
Enkhbaatar.

— Feasibility study and ESIA. Under Phase 1, a screening of each
proposed sub-project was carried out, including technical, finan-
cial, environmental and social impact screening, and analysis of
proposed sub-project alternatives. This phase comprised a fact-
finding of available information and the production of a screening
report. Where available information was insufficient to develop
the ToR for the next phase of work, this phase also included the
execution of selected technical studies.

In addition to the screening report, output from Phase 1 included
ToR for a feasibility study and associated ESIA to be conducted
under Phase 2.

Phase 1 includes consultation with stakeholders, including a half
day outreach event conducted early in the screening process orga-
nized by the PMU with its consultants to provide details of the
sub-project to be studied, collect information, and initiate discus-
sions on environmental and social considerations, and systematic
consultations during the preparation of the ToR for the feasibility
study and ESIA. Phase 2 will include additional consultations dur-
ing the preparation of the ESIA, as detailed below.

The Shuren Studies include an additional pre-feasibility study
phase. The output from Phase 1 was comprised of viability and fi-
nancial screening studies and the ToR for a pre-feasibility study
conducted under Phase 2. The pre-feasibility study was carried out
in 2014 and detailed ToR are being developed for the feasibility
study and ESIA that will be conducted under Phase 3.

The Orkhon Gobi Studies follow a three-phase process. However,
given the complex nature of the proposed Orkhon Gobi sub-pro-
ject and lack of available information regarding the groundwater
resources in the Gobi region, Phase 1 — Screening was enhanced to
include a preparatory study that addresses many of the aspects
normally analyzed at pre-feasibility stage. Some important aspects
of pre-feasibility analysis, including an analysis of potential site
options, will be carried out as part of the feasibility study when
more information is available.

The rationale for taking such an approach for the proposed Orkhon
Gobi sub-project is to ensure that analysis is only conducted when
sufficient information is available to provide robust results, and
that the analysis is fully integrated and coordinated with the
groundwater assessment work that is being carried out under
Component 3 of the MINIS Project. The Phase 1 preparatory
study was carried out in 2013-2014 and detailed ToR have been
developed for the combined pre-feasibility/feasibility study and
the ESIA that will be conducted under Phase 3. Phase 2 is not yet
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complete and the procurement of consultants for Phase 3 has not
commenced.

For all Assessment Studies, decision points by the PSC and the
Bank have been incorporated into the procedures. The main pur-
pose of Phase 1 — Screening for each proposed sub-project was to
provide the PSC with sufficient information to make an informed
decision about whether to proceed with the next study phase, ei-
ther a pre-feasibility or feasibility study.

Once a proposed sub-project had passed the screening phase, the
PSC recommended that the assessment of the proposed sub-pro-
ject proceed further and after careful review of the outputs thus
far, a no-objection was provided by the Bank.

In the case of the proposed Shuren Studies, given that an addi-
tional pre-feasibility study stage was added prior to the com-
mencement of full feasibility study and associated assessments, an
additional decision point was also added. That is, the recommen-
dation to proceed with the feasibility and ESIA for the proposed
Shuren and Orkhon Gobi sub-projects was only made by the PSC
and confirmed by the Bank on November 20, 2014 after the satis-
factory completion of the pre-feasibility study and the preparatory
study, respectively. Consequently, the Bank’s no objections to the
ToR for the feasibility studies of the proposed Shuren and Orkhon
Gobi sub-projects were issued on February 9, 2015 and February
25, 2015, respectively. In the case of the Orkhon Gobi Studies, on
the basis of the completed preparatory study, the PSC recom-
mended proceeding to a combined pre-feasibility and feasibility
study stage.

Public consultation is required prior to finalizing the ToR for the
ESIA for the proposed sub-projects, and once a draft ESIA report
is prepared, in accordance with World Bank Policies. As part of
both the Shuren Studies and Orkhon Gobi Studies, public consul-
tations are currently underway on the draft ToR for the ESIAs, as
referenced in the Request. Management confirms that to date, nei-
ther the feasibility study nor the ESIAs have commenced as part
of the Shuren or Orkhon Gobi Studies.

Risks and potential environmental and social impacts were identi-
fied that will be studied further in the Assessment Studies. The draft
ToR for the Assessment Studies were reviewed, commented upon
and cleared by Bank safeguard staff to ensure their completeness
and compliance with Bank Policies and Procedures. The consult-
ants who conducted the pre-feasibility and preparatory studies were
competitively selected following Bank procurement guidelines and
were subject to Bank prior review. Any consultants hired with Bank
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financing to support the Recipient to carry out the ESIA are required
to be independent, qualified and experienced professionals.

The relevant ministries were fully engaged during preparation of
the studies through working groups formed to oversee the prepara-
tion of the studies and their compliance with the ToR.

As preparation of the Assessment Studies for both proposed sub-
projects was at an early stage, public consultation was not yet re-
quired. Nonetheless, the Bank team repeatedly encouraged the
PMU to engage relevant stakeholders. The Bank noted that some
NGOs have been under the erroneous impression that the feasibil-
ity studies were already being prepared, which is not the case; the
Bank has sought to dispel this impression in its correspondence
with the NGOs.

Environmental assessment
process

Cumulative impact assess-
ment for dams never started.
Although due to RwB pres-
sure the Cumulative Impact
Assessment (CIA) was pre-
scribed as a priority for
Selenge basin, there is no
sign it ever started in pre-fea-
sibility phase. Meanwhile, 4
dam projects and many min-
ing activities are being ac-
tively developed in the
Selenge basin.

OP4.01

Management notes that Bank Policy requires evaluation and con-
sideration of cumulative impacts as part of the ESIA. Therefore an
analysis of cumulative impacts was not covered by the scope of
the preparatory or prefeasibility studies, but will be carried out as
part of the ESIA.

The prefeasibility consultant was requested to prepare the ToR for
the ESIA. The ToR specify that the ESIA will include all impacted
areas of the Selenge River system (upstream, downstream, Delta
and Lake Baikal).

Section B9 — Cumulative Impact Assessment — of the ToR for the
ESIA for the proposed Shuren sub-project states: “As part of the
impact assessment, the Consultant shall consider cumulative im-
pacts of development of Shuren HPP and other future planned in-
frastructure in the Selenge River. This will include possible cumu-
lative effects on the downstream river flow regime, and resulting
environmental and social impacts, in the Selenge River and the
Baikal Lake. The cumulative impact assessment shall also con-
sider impacts of the project area resulting from increased socio-
economic activities triggered by the implementation of Shuren
HPP. The cumulative impact assessment shall cover all water and
hydropower infrastructures planned in the Selenge River for the
next 20 years, and cover a geographic area down to at least the
Selenge delta and the Baikal Lake. Considering the recognized
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for Orkhon excluded some
imported water supply op-
tions from the evaluation.

No. | Claim OP/BP | Response
values of the Selenge River delta and the Lake Baikal the cumula-
tive impact assessment shall comply with international conven-
tions such RAMSAR and the UNESCO World Heritage Centre.”
For the ESIA ToR for the proposed Orkhon Gobi sub-project, Sec-
tion 4.1 states: “The proposed project will have potential impacts
on the Orkhon River, Selenge River and Baikal Lake and other im-
pacts to ecology in the dam and impoundment area and route of
the water transmission pipelines, and all of these must be identi-
fied and quantified. The Consultant shall determine impacts for
the project territory, area to be covered by water, river upstream,
downstream of Orhon [sic], Selenge Rivers and along the trans-
mission main and methods to mitigate impacts and protect from
risk in conformance with the Safeguard Policies of the World
Bank, the Laws and Regulations of Mongolia, including Interna-
tional Agreements.”
Section 4.1.6 states: “Need to assess water quality of Orkhon
River and Selenge River downstream of the reservoir and impacts
caused by changes in the regime and impacts, if any, to Baikal
Lake.”

8. No scientific assessment of al- | OP4.01 | Management disagrees with the Requesters’ claim that there has
ternatives. No meaningful and | Environ- | been an insufficient analysis of alternative options for each pro-
impartial assessment of alter- | mental | posed sub-project to be assessed and studied under the MINIS
natives was made for electric- | Assess- | project.
ity supply to central system ment and
(alternatives to Shuren) at the | BP4.01, | Management notes that the MINIS Project is following Bank Poli-
pre-feasibility phase. The Annex cies and Procedures as well as international best practice for the
ToR intentionally limited the | A: Ap- development of large energy infrastructure. First, in considering
number of alternatives to be | plication | possible proposed sub-projects to be assessed and studied, initial
assessed, leaving the most of EAto | options have been narrowed down through a process involving na-
competitive out of considera- | Dam and | tional master plans, screening analysis, and pre-feasibility studies.
tion. Reser- The MINIS Project is now supporting Assessment Studies for the
A similar change in the ToR }gtrspro- six proposed sub-projects. Second, the Assessment Studies to be

conducted will further develop the analysis of alternative options
for each proposed sub-project. As the evaluation process moves
forward, the most promising options from each phase are carried
forward and studied further to obtain more precise data, and are
compared to other possible alternatives.

When the MINIS Project started, few studies existed beyond the
planning level for the energy sector. For this reason, it was neces-
sary to undertake studies at the screening, pre-feasibility and feasi-
bility levels for the proposed sub-projects under the MINIS Pro-
ject.
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Proposed Shuren sub-project. The principal analysis on which the
selection by the PSC of options for the proposed Shuren sub-pro-
ject has been based, is the Energy Sector Plan, which commenced
in 2010 prior to the start of the MINIS Project, and for which in-
terim results and reports were delivered in 2012-2013. The En-
ergy Sector Plan has also been the source of the alternative options
with which the proposed Shuren sub-project has been and contin-
ues to be compared during the screening, pre-feasibility and feasi-
bility study phases.

Management notes that the option assessments carried out to date
as part of the Shuren Studies (in the pre-feasibility study) are con-
sistent with the recommendations of the Energy Sector Plan. The
two main alternatives to the proposed Shuren sub-project are the
development of coal-fired power plants in Mongolia and an in-
crease in imports of electricity from hydropower plants in the Rus-
sian Federation. These two alternatives are the most probable eco-
nomically and financially competitive options, and have a similar
potential to the proposed Shuren sub-project to deliver power at
high load factors.

As part of the pre-feasibility study, these options were compared
with the best potential options for the proposed Shuren sub-pro-
ject, which had been identified through a separate analysis of sev-
eral alternative sites for hydropower development on the Selenge
River. Because of differing site conditions (topography, geology,
environmental and social considerations) the various possible sites
would likely result in considerably varying solutions (size of res-
ervoir, height of dam, etc.), cost, and ability to deliver power. It is
therefore important that the analysis compare specific site options
for the proposed Shuren sub-project with the alternative non-hydro
options.

The result of these option assessments, based on the analysis con-
ducted during the pre-feasibility study, was that the best potential
sites for the proposed Shuren sub-project are highly competitive
compared with coal-fired power plants in Mongolia or electricity
imported from Russia. These option assessments therefore con-
firmed the recommendations of the Energy Sector Plan to priori-
tize the proposed Shuren sub-project for further assessment and
study.

With respect to the best site and configuration of the proposed
Shuren sub-project, the pre-feasibility study identified two poten-
tial options — a smaller dam and a larger dam — but these could not
be prioritized conclusively with the data available at the pre-feasi-
bility study stage of the Assessment Studies. Therefore, the final
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recommendation of the pre-feasibility study was to proceed with
the feasibility study that would include further detailed investiga-
tions and assessments for both of these sites, and make an in-
formed recommendation on which site is preferred. The ToR for
the feasibility study and ESIA reflect this recommendation, and
require the consultants to specifically look into that question.

Management expects that only upon completion of the upcoming
feasibility study and ESIA, when further information is available,
will the GoM be in a position to make an informed decision re-
garding the proposed Shuren sub-project. Management again em-
phasizes that the Bank has given no commitment to Mongolia that
it would provide investment financing for the proposed Shuren
sub-project.

Proposed Orkhon Gobi Sub-project. The proposed Orkhon Gobi
sub-project, which has been selected for study under the MINIS
Project, is a multi-purpose project with potential to secure the
long-term water supply to the South Gobi area in Mongolia, while
at the same time offering the opportunity for the ancillary produc-
tion of hydropower. This is consistent with the recent Energy Sec-
tor Plan, which identified hydropower on the Orkhon River as a
prioritized project.

Prior to the commencement of the MINIS Project, it was antici-
pated that water demand in the Gobi region would rapidly increase
from around 50,000 m3/day in 2010 to around 350,000 m3/day by
2020. What was not known, however, were details on the ground-
water resources available in the area. Based on limited infor-
mation, the SMIS in 2009 concluded that the groundwater re-
sources in the area might be sufficient to satisfy demand until
2020, however, it was unlikely that the longer-term demand could
be satisfied with groundwater alone, and a water transfer from a
surface water source such as the Orkhon River might be needed in
the future.

With this as a background, it was decided that the preparatory
study of the proposed Orkhon Gobi sub-project was crucial be-
cause it provided the first opportunity for a focused analysis of
water demand and available groundwater resources in the region.
The analysis concluded that: (i) all significant sources of ground-
water in the Gobi region are fossil? and therefore cannot be used
without impacting groundwater levels; (ii) the 2020 water demand
is expected to exceed available groundwater resources; and (iii)

2 Fossil groundwater resources are water resources that have been isolated in an aquifer for a long period of
time. The aquifers do not recharge and therefore the groundwater is a non-renewable resource.
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there is an urgent need for more data on groundwater and analysis
of options to cater for different potential water demand assump-
tions.

This analysis supported the importance of further investigating the
proposed Orkhon Gobi sub-project, as it indicated that provision
of water to the Gobi region from a surface water source (rather
than relying on ground water) is more urgent than originally envis-
aged. Given the importance of ensuring effective and sustainable
management of the groundwater resources in the Gobi region, the
additional grant resources provided by the Government of Aus-
tralia through DFAT to support a scaling up of the water resource
management component of the Project (Component 3) was well
justified.

As the Orkhon Gobi Studies have proceeded, the options assessed
have focused primarily on the proposed sub-project’s function as
an alternative water supply source, rather than as an alternative
power source for Mongolia. Moreover, the preparatory study was
undertaken for the proposed Orkhon Gobi sub-project prior to
moving forward with the pre-feasibility and feasibility study
stages because of the complexity and uncertain configuration of
this sub-project, i.e., where on the Orkhon River it could be situ-
ated, which conveyance route would be used for the water, and the
location of the most urgent water demand hubs in Gobi. The pre-
paratory study went beyond the level of analysis normally ex-
pected during a screening phase, which Management considers a
prudent approach.

The preparatory study compared different future water supply al-
ternatives for the Gobi region, and found that using a combination
of surface water from the Orkhon River transported by pipeline to
major demand points, and groundwater from local sources in the
Gobi, is likely to be the best alternative in terms of availability of
water resources, availability of technology, preliminary financial
and economic analysis, and comparisons of environmental and so-
cial impacts.

This preparatory study has informed the development of the ToR
for the pre-feasibility and feasibility studies for the proposed Ork-
hon Gobi sub-projects, which will assess low and high demand
scenarios to help determine the quantities and timing of securing
additional water supply from the Orkhon River. Future mining de-
velopment will depend on timing and quantities of water available,
so the feasibility study will also consider low and high supply sce-
narios.
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(GoM) twice in 2013 and
2014. Mongolia was late to
respond and its response in
2013 did not meet WHC re-
quirements.

Presently, the GoM is trying
to hire Russian consultants
and make others believe that
this is a form of public par-
ticipation from the Russian
side.

So far, no open consultations
or hearings are envisioned in
Russia.

Development of ESIA ToR
for Shuren and Orkhon is un-
dertaken before reactive mis-
sion commissioned by world
Heritage Committee visits
Mongolia and develops rec-
ommendations.

No. | Claim OP/BP | Response
Management again emphasizes that the Bank has given no commit-
ment to Mongolia that it would provide investment financing for
the proposed Orkhon Gobi sub-project.
World Heritage and Ramsar
listing
9. Handling of World Heritage | OP 7.50 | Management wishes to point out that the ESIA will identify
requests inappropriate Projects | any obligations of the Recipient, pertaining to the MINIS Pro-
The World Herit C on Inter- | ject, under relevant international environmental treaties and
1€ orh Z'g age d?ﬂq_ national | agreements. The Bank would not finance any proposed project or
glssmn as ta £ Ir\;sse I N Water- recommend to proceed with any proposed project that would con-
overnment of viongolia ways travene such Recipient obligations, as identified during the

ESIA. The Ramsar site (Selenga Delta) and the World Heritage
Site (Lake Baikal) were specifically included in the ToR for the
ESIA. Bank Policy (OP 7.50) is applicable to the MINIS Project
because of two of the six proposed sub-projects, namely the pro-
posed Shuren and the Orkhon Gob sub-projects. These two pro-
posed sub-projects have potential transboundary impacts because
the Orkhon River is a tributary of the Selenge River that flows
northeastwards through Mongolia into Lake Baikal, the world’s
largest and deepest freshwater lake, which is located in the terri-
tory of the Russian Federation.

OP 7.50 is applicable to projects that involve (a) the use or poten-
tial pollution of international waterways, and/or (b) detailed de-
signs and engineering studies of such projects. For such projects,
notifications should be sent to all other riparians unless an excep-
tion to the requirement of notification is justifiable. Bank Policy
provides for three scenarios in which such an exception may be
granted including when the project only finances “water resource
surveys and feasibility studies on or involving international water-
ways” as stated in paragraph 7(b) of the Policy. In such cases,
there is a requirement that the terms of reference for the activities
include an examination of any potential riparian issues.

Taking into account the nature of activities that the Project was in-
tended to finance, Management approved an exception to the ri-
parian notification requirements in OP 7.50 for the MINIS Project
on August 28, 2013. As required under the Policy, the ToR for the
ESIAs of the two sub-projects included an examination of any po-
tential riparian issues.

Management notes that the GoM has engaged with the Russian Au-
thorities on the proposed Shuren and Orkhon Gobi sub-projects
through bilateral channels. First, as reported in a letter to the Bank
on June 20, 2014, the GoM provided information on the proposed
sub-projects to the Ministry of Natural Resource and Ecology of the
Russian Federation. Second, the Ministry of Energy of Mongolia
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signed a MoU with the Russian Academy of Science on August 21,
2014 to “cooperate to perform complex studies on the assessment
of environmental, water, energy and the socio-economic conse-
guences of building hydropower plants in the Selenge River basin
in Mongolia.” Third, Management notes that it was reported pub-
licly that the issue of hydropower development in the Selenge River
Basin was discussed during bilateral talks between the Russian
President and the GoM during the former’s State Visit to Mongolia
in August 2014. Fourth, on March 30-31, 2015, a delegation of the
Russian Ministry of Natural Reserves and Ecology led by the Dep-
uty Minister met in Ulaanbaatar with a delegation from the Ministry
of Environment, Green Development and Tourism of Mongolia, led
by its Deputy Minister. During this meeting, a protocol to establish
cooperation between the two ministries regarding the Shuren as-
sessment studies was signed.

Lake Baikal and the Selenge wetland area are protected under the
World Heritage Convention® and the Ramsar Convention,* respec-
tively. The Bank recognizes the significance of these sites, and has
monitored proposed actions in relation to the GoM’s international
treaty obligations throughout implementation of the MINIS Project.
The Bank noted the GoM’s response to a request from UNESCO
for a report on the GoM’s plans regarding the Selenge Basin at the
38" Session of the World Heritage Committee, which took place in
Doha, Qatar on June 15-25, 2014, and the World Heritage Com-
mittee’s decision 38 COM 7B.76 in this regard. Upon request from
the Bank, the GoM provided a written report to the Bank on June
20, 2014 to explain the actions that had been undertaken to respond
to and comply with Mongolia’s international treaty obligations.
This letter included copies of correspondence between Mongolia
and the World Heritage Committee.

Upon reviewing the information available to it, Management con-
cluded that the process being followed under the MINIS Project
with respect to the proposed Shuren and Orkhon Gobi sub-projects
is consistent with the recommendations of the World Heritage
Committee decision 38 COM 7B.76, namely that potential environ-
mental and social impacts of the sub-projects should be duly as-
sessed and that the results of such assessments be made public prior
to a decision to proceed with the sub-projects. Management notes
that the recommendation made by the World Heritage Committee
is also fully aligned with the World Bank Safeguard Policies.

Management shares the Requesters’ concerns regarding the possi-
ble cumulative impacts of hydropower development on the Selenge
River Basin and emphasizes that the MINIS Project is intended to

3 Lake Baikal was inscribed onto the World Heritage List in 1996.
4 The Selenge wetland delta was inscribed on the Ramsar international wetland list in 1994.
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address such concerns through the cumulative impact assessment to
be undertaken as part of the ESIAs for the proposed Shuren and
Orkhon Gobi sub-projects.

Management notes that the requirement for consideration of trans-
boundary issues and potential impacts on Lake Baikal are promi-
nently included in the draft ToR for the Shuren and Orkhon Gobi
ESIAs.

Selected examples from the Shuren HPP ESIA ToR are summa-
rized as follows:

Sections B.2, B4, B4.1, and B4.3 require the Consultant to under-
take, inter alia: detailed assessment of the proposed Shuren sub-
project's potential impacts on natural habitats, including possible
fragmentation, blocking of wildlife migratory routes (fish pas-
sage), loss of surface vegetation and land degradation, caused by
the impounding of the Selenge River.

Moreover, Section B9 on Cumulative Impact Assessment requires
the consultant to consider cumulative impacts that may occur as a
result of the development of the proposed Shuren sub-project and
other future planned infrastructure in the Selenge River, including
possible cumulative effects on the downstream river flow regime,
and resulting environmental and social impacts in the Selenge
River and Lake Baikal. As specified in the ToR, the cumulative
impact assessment would cover all water and hydropower infra-
structure planned on the Selenge River for the next 20 years, and
cover a geographic area including the Selenge delta and Lake
Baikal. Finally, the ToR expressly specify that the cumulative im-
pact assessment shall comply with international conventions such
as Ramsar and UNESCO World Heritage.

Consultations in Russia

Management disagrees with the Requesters’ assertions that there
are no consultations envisioned for project-affected communities
in Russia. The draft ToR for the ESIA stipulates that Consultants
will undertake a stakeholder mapping of the proposed project’s ar-
eas of influence and develop a consultation plan to consult with
potentially affected communities. As part of these plans, affected
downstream communities will require consultation regardless
of national boundaries.

It is also important to note that a representative of the Russian
Academy of Sciences has been involved in the stakeholder en-
gagement workshop and also presented data on potential down-
stream impacts of the proposed Shuren sub-project at the
Shuren public consultations in Ulaanbaatar on Jan 16, 2015. In
addition, the revised draft ToR of the ESIAs for the proposed
Shuren and Orkhon Gobi sub-projects are being translated into

49




Mongolia

No. | Claim OP/BP | Response
Russian and will be shared with the Russian Ministry of Natu-
ral Resources and Environment to solicit its comments.
Consultations and Disclo-
sure
10. Consultations on the ToR for Access Management notes that this issue refers to the PMU’s manage-
the CIA for Baganuur and Ta- | to Infor- | ment of the first consultation meetings that took place in
van Tolgoi mines started on mation Ulaanbaatar related to the ESIAs for the Baganuur and Tavan Tol-
November 21, 2014, but they Policy goi mines. These consultations were the first experience of the
were very poorly organized and PMU in conducting open public consultations. Rivers without
(participants were contacted Suite of | Boundaries brought to the attention of the Bank team on Novem-
the day before) and had no Safe- ber 24, 2014 that the PMU did not allow for adequate time prior to
clear process. It is unknown guard the consultation meeting. The Bank team promptly requested the
whether and how stakeholder | Policies, | PMU to remedy this. The PMU was very responsive and agreed to
comments were taken into includ- extend the closing date to receive comments from November 28 to
consideration in further devel- | ing but December 5, 2014.
opment of those ToR. not lim- Management notes that the revised ToR for the ESIA have been
ited to . : :
OP4.01, disclosed anq are acceSS|bI.e. The Bank‘has also observed im-
OP4.04 | Provements in the PMU_’s 1mplemer_1tat10n of the consul_tatlon pro-
OP4.11’ cess since this flrs_t public consultation. The PMU has given ade-
OP4.10: quate time to receive comments (one month prior to the event and
and additional two weeks for written comments after the event for the
OP4.12. draft Shuren ESIA ToR, for example) and has consolidated com-
ments in a “response matrix” to be disclosed alongside the revised
ToR. For both the proposed Shuren and Orkhon Gobi sub-pro-
jects, the response matrices are currently being drafted by the
PMU. As noted above in Item 9, the ToR will be translated into
Russian to seek comments of the Russian authorities before issu-
ing the final ToR and response matrixes.
The Bank has recommended to the PMU to hire a communications
specialist to assist in the preparation and coordination of the public
consultations and improve the Project website to make it a more
robust information-sharing tool.
The Bank also recommended that the PMU/PSC form a Panel of
Experts composed of experienced individuals in the fields of hy-
dropower and environmental and social safeguards. The ToR for
all specialists have been finalized and the selection is underway.
11. | No appropriate public disclo- | Access Management shares the Requesters’ interest in ensuring that the
sure and consultations in to Infor- | PMU discloses and consults on documents appropriately. One of
Mongolia or Russia in last mation the outcomes of the MINIS Project thus far has been building the
2.5 years. Policy capacity of the GoM to engage stakeholders; this has resulted in a
and number of public consultations and allowed for extensive feed-
Suite of | back on associated documents.
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Safe- The Bank has closely supported the PMU in the development of a

guard comprehensive consultation plan (see Annex 3 on Public Con-

Policies, | sultations), which provides for meaningful and timely consulta-

includ- tions with affected communities and local NGOs.

'ng b.Ut Since November 2014, three major public consultations (for

not lim- .

. the proposed Baganuur sub-project on November 21, 2014; for

ited to .

OP4.01 the proposed Shuren sub-|c_>r01ect on January 16, 2015; and for

OP4.04’ the propose_d _Orkhon Gobi sub-project on January 29, 2015)

OP4.11: and one training workshop (J_anuary 13, 2015) on stakeholder

OP4.10 engagement have been held in Ulaanbaatar. These events were

" | in line with Bank Policy and reflect good practice and were

and . .

OP4.12. Well_attgnded by NGOs, enV|ronrr_1e_ntaI and _somal gdvocates,
special interest groups, local administrators including the gov-
ernors of four potentially affected Soums, as well as govern-
ment and private sector representatives. Significant periods of
time were allocated before and after each consultation event for
the receipt of feedback on documents. The PMU has sought
feedback on the consultation process from participants in order to
improve future forums.

It should be noted that while Bank policy only requires these
initial consultations to provide ‘a summary of the proposed pro-
ject's objectives, description, and potential impacts’ (OP4.01, para
16), the PMU has gone further than this and called for detailed
feedback on the ESIA ToR themselves. These comments have
been consolidated in the response matrices (see Item 10 above).
Attention has also been paid to receiving feedback on the con-
sultation process; the PMU is using this feedback to improve
future forums.

The PMU has also demonstrated evidence of an improved atten-
tion to consultation and disclosure in the initial stages of the carry-
ing out of the Assessment Studies. The Bank will continue to work
closely with the PMU to ensure that this progress continues
throughout the Assessment Studies process and that any shortcom-
ings are remedied.

12. | No consultations with stake- | Access Detailed consultations with project-affected stakeholders will
holders in Russia whatsoever, | to Infor- | be conducted after the ESIA consultants have been hired. The
except for ministry officials. | mation ToR require the consultant to undertake a stakeholder mapping

Policy exercise to determine which communities are potentially af-

and fected and to develop consultation plans to reach these groups.

Suite of | As part of these plans, affected downstream communities will

Safe- require consultation regardless of national boundaries.

glé?irges’ With regard to the Russian Federation, see Item 9 above.
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includ-
ing but
not lim-
ited to
OP4.01,
OP4.04,
OP4.11,
OP4.10,
and
OP4.12.

13. | Results of pre-feasibility Access Management wishes to point out that under the Bank’s Policies
study not shared with public | to Infor- | and Procedures, the Recipient is not required to disclose pre-feasi-
despite this item being a part | mation bility studies, however, the Bank has consistently encouraged the
of consultants' ToR published | Policy PMU to share publicly as much information as possible from the
online and studies financed by the MINIS Project. As per the ToR for the

Suite of | pre-feasibility preparation:

Safe o “Identify key stakeholders especially project affected people
guard . . . .
Policies, first, and start the two rounds of public consultation following
includ- the public consultation procedures of the World Bank.

Inrl)% ﬁlrjr;[ e Seek consultation with the downstream country potentially af-
ited to fected by the project.

OP4.01, | The consultant assisted the PMU in holding the first public
OP4.04, | consultation on January 16, 2015 in Ulaanbaatar. The consult-
OP4.11, | antalso revised the ToR for the ESIA accordingly. Moreover,
OP4.10, | the prefeasibility consultant remains obliged to prepare for the
and second round of consultations, including consultations with po-
OP4.12. | tentially affected local communities in Russia.

14. | MINIS-project web-site does | Access The ESIA ToR are available on the MINIS website along with
not retain all previously pub- | to Infor- | explanatory materials related to the public consultations for
lished information (ToR, etc) | mation each sub-project (http://www.minis.mn/). The draft ToR for
and no basic information on Policy the ESIASs are disclosed on the website prior to consultation.
sub-projects. WB website and Finalized ToR and response matrices explaining how com-
MINIS- page incomplete Suite of | ments have been taken into consideration are still being pre-
(e.g. lacks midterm appraisal | Safe- pared, so are not yet available. The PMU is also continuously
report and inconsistent with guard updating the website to improve access to information associ-
MINIS Project website. Policies, | ated with each proposed sub-project subject to the Assessment

includ- Studies. One recent improvement has been an automated mail-
ing but ing system, established so that subscribers receive a notifica-
not lim- | tion each time a new document is uploaded to the website.
I(ge|:?4t(())1 All public information on the MINIS Project is disclosed at the
OP4.04: WorI(_j Bank _Infoshop upon completion of the approval process
oP4.11, associated with each document

OP4.10,
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and (http://www.worldbank.org/projects/P118109/mn-mining-in-
OP4.12. | frastructure-investment-supp?lang=en).
15. | Some information was never | Access Bank Policy does not require that all information is made available
available in Mongolian to Infor- | in Mongolian, but rather that relevant material has been made
mation available in a language that is understandable and accessible to the
Policy stakeholders being consulted. Still, the GoM has disclosed the
and ESMF in English and Mongolian, and the draft ToR for the ESIA
Suite of | for each proposed sub-project in English and Mongolian.
Safe-
guard
Policies,
includ-
ing but
not lim-
ited to
OP4.01,
OP4.04,
OP4.11,
OP4.10,
and
OP4.12.

16. | Plan for stakeholder consul- | Access Specific stakeholder engagement plans for each of the pro-
tation and information disclo- | to Infor- | posed sub-projects will be developed once the ESIA consult-
sure not available for any mation ants have been hired (a roadmap for the proposed Shuren sub-
sub-project. Policy project is discussed in Item 17 below). This process will in-

and volve stakeholder mapping, consultation planning and consid-
Suite of | eration of necessary specialist studies. Once this has been com-
Safe- pleted, the consultants will then undertake preparatory

guard consultations with local affected stakeholders to explain the
Policies, | plan for consultations and how stakeholders can be involved. In
includ- addition, the Bank has requested that the PMU hire a commu-
ing but nications specialist to assist with preparation and coordination
not lim- | of the public consultation process for specific sub-projects.
gepd 4t81 The consultation roadmaps for each sub-project will be availa-
OP4.04: ble on the MINIS Project website, once they have been pre-
oP4.11, | Pared.

0OP4.10,

and

OP4.12.

17. | Suggested consultation tem- | Access The Bank supported the PMU to develop a model “consultation

plate is vague and inefficient | to Infor- | roadmap” as part of the draft ESIA ToR finalization process for
mation the proposed Shuren sub-project (see Annex 3 on Public Con-
Policy sultations). This was presented at the stakeholder engagement
and workshop in Ulaanbaatar on January 16, 2015 and the process
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Suite of | explained. The consultation roadmap consists of an indicative
Safe- timeline for public consultations during the ESIA preparation
guard process, including opportunities to engage the Panel of Experts.
Policies, | This timeline is intended as a model for other ESIAs being sup-
includ- ported under the MINIS Project and customized roadmaps
ing but based on the model will be prepared by the consultants who
not lim- | conduct the ESIAs for each of the sub-projects. Timeframes
ited to may change due to delays in MINIS Project implementation,
OP4.01, | but the detailed sequence of activities is clearly explained in
OP4.04, | the roadmap.
OP4.11,
OP4.10,
and
OP4.12.

18. In fall 2014 the WB sent to Access The Bank assisted the PMU to develop an indicative process
RwB an "Indicative Consul- | to Infor- | that explains the particular sequence of disclosure and consul-
tation and Disclosure Process | mation tation events expected for the preparation of the Assessment
for Shuren Hydropower Plant | Policy Studies for each of the proposed sub-projects under the MINIS
Project'. The problem is that | and Project. The indicative process provides for three rounds of
it is hardly comprehensible Suite of | consultations for each proposed sub-project being assessed and
and the note does not ade- Safe- studied under the MINIS Project: 1. at the disclosure of the
quately reflect stakeholder guard draft ToR for the ESIA (this round currently underway); 2. dur-
comments. Policies, | ing the ESIA specialized studies; and 3. upon disclosure of the

includ- Draft ESIA report.
:]T)% ﬁlrjr;[ Rivers without Boundaries provided feedback that a clear time
ited to s<_:he_du|e should be included._ Manager_nent _noted that it was
OP4.01 dIffICU|F at that stage to provide a detailed time S(_:hedule due to
OP4.04, uncertainty over when the ESIA cqnsul_tancy assignment would
OP4.11, commence. However, a more detailed tlr_nef_rame was then de-
OP4.10’ veloped specmqally for the Shuren Studies in the f(_)rm of a
and ’ ro_admap (explained above). The Bank gnc_i PMU will work
OP4.12. with the ESIA consulta_nts to develop similar roadmaps fpr
other Assessment Studies for the other proposed sub-projects
and to clarify the details by developing a stakeholder engage-
ment plan for each ESIA (preferably in the form of a Gantt
chart, which was another suggestion provided by Rivers with-
out Boundaries).The consultation roadmaps for the Assessment
Studies for each proposed sub-project will be published on the
MINIS Project website once they have been prepared.
Grievance Redress

19. | Grievance redress mecha- O] Management notes that the availability of a grievance redress

nism not available 10.00 mechanism is linked to the implementation of physical invest-

ments and therefore considers this request to be premature.
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According to the Environ- Invest- Prior to implementation, concerns are received and addressed
mental Social Screening ment as part of the ongoing ESIA public consultations.
Framewoler,_the Project Ma:jn— Eirgé?]%t_ The ToR for the ESIAs for the proposed sub-projects require
agement Unit was suppose ingand | the consultant to provide recommendations on the structure and
to develop an appropriate g : . e
, q hani Suite of | development of an appropriate proposed sub-project-specific
?rlsva}nce re retss dnjeihancl)sm Safe- grievance redress mechanism (Section B.8 in the Shuren ESIA
0 be Incorporated In the Op- | -4 | ToR and Section 4.2 in the Orkhon ESIA ToR).
erational Manual and which Policies
will be regularly monitored fimar- ' | In the event that a proposed sub-project progresses to imple-
and evaluated by the PMU Fly mentation, a grievance mechanism would then be established
during the implementation of | 5p4 19 in preparation for the proposed sub-project development and
projects. We requested this and “be detailed in sub-project safeguards documents,” as required in
several times and never re- OP4.12 | the ESMF (p. 13).
ceived it During the next phase of the Shuren and Orkhon Gobi Studies,
the Panel of Experts will also provide an independent avenue
for the receipt and consideration of concerns.
In addition, the Bank has requested that the Government assign
contact officers for each proposed sub-project who can record
and respond to concerns independently of the PMU.
Information about how to contact the Panel of Experts and the
Government contact officers, once these have been named, will
be posted on the MINIS website.
Documentation of Engage-
ment with World Bank Staff
20. | e« The following letters out- Management acknowledges the list of the letters received and the

line the engagement Rus-
sian and Mongolian
groups have had with the
MINIS Project staff and
World Bank senior man-
agement since 2012.

o Letter from Wellesley Col-
lege to World Bank Mon-
golia Country Staff, 18
September 2012 and Bank
response

e |Letter from Sosnovko to
President Kim, 29 Septem-
ber 2012

Bank responses.

In addition to the formal responses, Management met with Rivers
without Boundaries in Washington, D.C., and in Ulaanbaatar and
had an open discussion about all the issues raised. Management in
particular:

e Acknowledged the positive role of the public and the NGOs in
following the progress of activities that have potential envi-
ronmental and social impacts;

e Supported the need for better engagement and assured that the
application of Bank Policies, in this regard, will be main-
tained;

e Confirmed that none of the ESIAs has started yet and thus
public consultation was not yet required;
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e Response to Sosnovko let-
ter from Mongolia Coun-
try Director, 25 October
2012

o Letter from Greenpeace
Russia to President Kim,
22 November 2012

e Response to Greenpeace
Russia from Mongolia
Country Director, 27 No-
vember 2012

e Letter from Rivers without
Boundaries to MINIS Pro-
ject TTL, 12 May 2014

e Response to Rivers with-
out Boundaries letter from
Acting Mongolia Country
Manager, 19 June 2014

o Letter from Greenpeace
Russia to President Kim, |
September 2014

e Response to Greenpeace
Russia letter from Mongo-
lia Country Manager, 3
October 2014

e Confirmed that the MINIS Project will not finance the con-
struction of the proposed sub-projects.

In addition, Management noted the efforts of the Bank team to
convene the first face-to-face meeting between the GoM and Riv-
ers without Boundaries in Ulaanbaatar during the Implementation
Support Mission in September 2014.

Elaboration of Problems
with Stakeholder Engage-
ment and Project Oversight

21.

e Disclosure and stakeholder
involvement: late and lim-
ited disclosure of pre-fea-
sibility report and ToR put
up for discussion.

See Item 10.

e Stakeholder discussion an-
nouncements are released
1-2 days before the event,
which does not allow all
interested parties to attend.

See Items 10-11.
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RwB was the only party
concerned with the pro-
ject; the rest were loud
supporters making remarks
such as "if at all you call
yourselves Mongolian™.

Local community mem-
bers are not informed, not
present at consultations,
and do not have access to
documents as evidenced
by statements made by a
local governor and associ-
ation of bee-farms. The
Mongolian Association of
Bee-farmers was not in-
vited, they had heard about
the discussion and came to
state that impact assess-
ment does not include
cover all sites and endan-
gered species of honey-
bearing plans essential for
their business. Selenge
soum will be affected by
both Eg and Shuren HPP,
yet the local government
has no information on
what impacts to expect.

Local government was in attendance at both the stakeholder en-
gagement workshop on January 13, 2014 and at the initial consul-
tations on draft ToR for the ESIA for the proposed Shuren sub-
project on January 16, 2014, including four governors of Soums in
Selenge and Bulgan Provinces. They have not yet received any ad-
ditional information on what impacts to expect because the ESIAs
and associated local area consultations have not yet been under-
taken.

Bee Farmers Association representatives were present at the
above-mentioned initial public consultations held in January 2015
in Ulaanbaatar and had ample opportunity on this occasion to have
their concerns heard and recorded.

The Bank will continue to work with the PMU to encourage it to
consider the views of all key stakeholders.

During the preparation of the feasibilities studies further consulta-
tions are planned with potentially affected people and local stake-
holders.

Differences in the Mongo-
lian and English language
content of documents indi-
cate that texts cater to dif-
ferent audiences with dif-
fering messages. Example:
the requirement to disclose
pre-feasibility study docu-
ments to interested bidders
available in the English
text does not appear in the
Mongolian. Or "cost-effec-
tive resettlement and miti-

The Bank communications specialist in the Mongolia Country Of-
fice will assist the PMU to review and improve translations and
correct any inaccuracies.
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gation measure™ is trans-
lated into Mongolian as
"low-cost" measures.

e The Mongolian ToR for
the Orkhon project directs
the ESIA consultant to
carry out field evaluation
in the project area, which
on the map includes only
areas to benefit from pro-
ject. It also directs the
evaluation from the posi-
tion of "project is possi-
ble".

See Item 7.

e Russian government and
other stakeholders of the
riparian have not received
from WB or GoM due no-
tification regarding ap-
proval of pre feasibility
studies and start of next
planning phase for dams in
Selenge river basin 3.,
More than that, when the
World Bank project did
not seek opinion of inde-
pendent experts such as
World Heritage Center or
any other authoritative
third-party regarding po-
tential impacts on these in-
ternationally protected
sites.

See Item 9.

e Stakeholders from poten-
tially affected Russian
communities were not in-
cluded in public consulta-
tions, no consultations re-
lated to pre-feasibility
study, FS and ESIA have
been organized in Russia,
project documents and

The ESIA process requires the consultant to undertake a stake-
holder mapping exercise in order to develop consultation plans
for potentially affected communities.

Potentially affected downstream communities will require con-
sultation regardless of national boundaries. Stakeholders from
potentially affected Russian communities will be considered in
this stakeholder mapping process and consulted accordingly.
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drafts for discussion are
not available in Russian.

This has not yet occurred because consultants have not yet
been selected.

e Such important stake-
holder as the World Herit-
age Committee represent-
ing Convention has been
not been notified by the
GoM and the draft ESIA
and FS ToR for dam pro-
jects are being finalized
without consideration to
the WHC recommendation
to carry out a reactive
monitoring mission issued
in June 2014.

See Item 9.

e Quality of documents and
stakeholder engagement
process do not meet the
minimum WB standards.

All ESIA ToR and the proposed stakeholder engagement process
have been screened by the World Bank Regional Safeguards Sec-
retariat for standards compliance.

22.

An independent monitoring
body should monitor compli-
ance with WB policies, specif-
ically:

o Compliance of assessment
ToR for ESIA;

e Stakeholder engagement
processes, starting with the
process of identifying all
stakeholders, especially
those to be harmed by pro-
ject impact;

e The process of mapping
critical natural resources
and cultural sites essential
to local communities and
businesses;

e Ensure that resettlement
and mitigation plans are in
compliance, in order to not
to repeat the Oyu Tolgoi

As noted in Item 10 above, the Bank has recommended that a
Panel of Experts be recruited to oversee and make recommenda-
tions to the GoM. The Panel of Experts will cover technical, envi-
ronmental and social areas of expertise, and will include experts
with significant international experience in hydropower and dam
development.

The activities mentioned will be undertaken by the ESIA consult-
ants and/or the Panel of Experts, which are in process of selection.
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complaints;

Ensure that Cumulative
Impact Assessment for all
dams planned in Selenge
river basin is undertaken
with proper involvement
in public consultations of
all relevant stakeholders
from all areas of potential
impacts.

The public consultations,
oversight process should
fully include experts ap-
pointed by the World Her-
itage and Ramsar Conven-
tions, as independent
bodies accepted by both ri-
parian signatories and
have extensive interna-
tional experience in simi-
lar projects worldwide.

Remind the Mongolian
government that is has a
duty to comply with the
WB policies in activities
that are financed by the
WBG; and

Call upon the Mongolian
government to first carry
out a thorough assessment
of the impacts of Taishir
and Durgun HHP on local
communities to inform the
ESIA process for these
three HHP projects. En-
gage affected local com-
munity members in the
stakeholder discussions as
well as in the development
of the ESIA social impact
assessment methodology.
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Potential Environmental Im- Management notes that the issues listed below refer to potential

pacts harm that could derive from the construction and operation of the
proposed Shuren and Orkhon Gobi sub-projects, but not from the
Assessment Studies that the Bank intends to finance. The potential
impacts of the proposed Shuren and the Orkhon Gobi sub-projects
require further investigation, which will be undertaken in the next
phase of study. The relevant sections of the ToR are noted in the
responses below.

23. | e Disruption to the river Section B4.3 - Environmental Impact of the proposed Shuren sub-
flow and human/animal project on Downstream areas - of the ToR for the ESIA for the
movements. For instance, proposed Shuren sub-project requires the consultant to “Assess the
the dams will likely block blocking of fish migration routes up and down the Selenge River
the migration paths of en- by creating an insuperable obstacle (the dam) for the aquatic spe-
dangered fish species. cies in the river, with emphasis on the Taimen and Siberian Stur-
causing a decrease in geon. Evaluate feasible mitigation measures like fish ladders, fish
available fish stock: locks, fish lifts or compensatory fish breeding in the reservoir.”

Furthermore. the Bank will recommend to the Recipient not to
proceed with the proposed sub-projects, in line with OP 4.04, if
the environmental and social assessment concludes that the pro-
posed sub-project results in significant conversion or degradation
of critical natural habitats.

24. [ e Damage to Selenge eco- Section B3.3 - Biodiversity in the Selenge River Valley - of the

systems and native spe-
cies, for instance through
the introduction of exotic
species; which could lead
to further direct destruc-
tion of already-endangered
fish species:

ToR for the ESIA for the proposed Shuren sub-project states “The
ESIA team will inventory and study biodiversity in the Selenge
river valley. Flora will include but not be limited to trees, bushes,
grasses, mosses, ferns, and lichen. Fauna will include (but not be
limited to) birds, insects, reptiles, fishes, mammals, mollusks,
planktons and benthos. Identify invasive species (flora and fauna),
their spread and impact on the ecosystem. Special attention must
be paid to aquatic species, especially to migratory species. The
ESIA team will determine whether or not the dam would provide a
viable habitat for fish which now survive in the river as it is and
whether or not there is potential for development of a fishing in-
dustry in the impoundment area. The feasibility study should es-
tablish as accurately as reasonably possible the species and num-
ber of the fish and other life occupying the stretch of the river that
will be inundated. Identify which ones have migratory habits and
whether or not they would be seriously disadvantaged by the pres-
ence of a dam.”

Furthermore, the Bank will recommend to the Recipient not to
proceed with the proposed sub-project. in line with OP 4.04, if the
environmental and social assessment concludes that the proposed
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sub-project results in significant conversion or degradation of crit-
ical natural habitats.

25.

Low quality of water sup-
ply;

Water quality is a fundamental part of the ESIA, and is included in
the ToR. The ESIA consultant is required to include dedicated
“Water Pollution Control/Water Quality Specialists™ as part of the
team (Section F 1.1. - Key Professional Qualifications and Com-
petence for the Assignment).

The ToR for the ESIA requires the “Identification and character-
istics of major water bodies, water courses, major drainage areas
and watersheds that may be potentially affected by the proposed
development” (B 4.2.Reservoir water quality).

26.

Degradation of critical
habitats, including flood-
plains and the Selenge
River Delta Ramsar site;

Section B4.3 — Environmental Impact of the proposed Shuren sub-
project on Down-stream areas — of the ToR for the ESIA for the
proposed Shuren sub-project requires the consultant to “Assess the
impact of the HPP Shuren on the UNESCO world heritage ‘Lake
Baikal’ and the RAMSAR [sic] site ‘Selenge delta’ 2RU018, re-
sulting from the interference of the dam with the natural river dis-
charge and the sediment transportation.”

Furthermore, the Bank will recommend to the Recipient not to
proceed with the proposed sub-project, in line with OP 4.04, envi-
ronmental and social assessment concludes that the proposed sub-
project results in significant conversion or degradation of critical
natural habitats.

27.

Possible accumulation of
heavy metals, potentially
endangering human health;

Heavy metals are substances that are considered in water quality
assessments; water quality studies are part of the ESIA ToR.

The ToR for the ESIA requires the consultant to assess “Health
risks associated with a projected decrease in downstream river
water quality and as part of the downstream river implicating
downstream villages.” (B 5.6 - Health Impact Assessment).

28.

Increased greenhouse gas
(methane) emissions, con-
tributing further to the se-
vere effects of climate
change in Mongolia;

Greenhouse Gas Emissions, both CO2 and CH4, from the reser-
voirs, are part of the water quality and other studies covered by the
ESIA.

The current ToR for the ESIA do not explicitly mention GHG, but
include reservoir assessment for parameters such as “water tem-
perature,..., oxygen depletion, algae growth,” which are essential
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processes affecting CH. and CO, emissions.
As the ToR are being finalized, Management will ensure that the
issue is explicitly included in the ToR.

29. Loss of geologic stability Dam safety, including seismic risk, slope stability, and flood risks,
and increased risk of dam- is included in the ToR for the Shuren Feasibility Study in Sections
age from landslides due to B3.2. — Geological and Geotechnical Investigations, B3.3 — Seis-
erosion, earthquakes, and mic Studies, B 6.2. — Flood Routing, B7.3 — Stability and Struc-
flooding from catastrophic tural Analysis, and B 11 — Dam Safety Measures
dam failure;

30. Unpredictable water flows Water balance studies, including hydrological and climatic varia-
caused by climate change bility, are part of the ToR.

Iair;(: ?:ﬁéiiztlzr:,ﬁrl I\S:gg?' Section B 4.3. — Climate Change Assessment — of the Shuren Fea-
P . sibility Study states: “The Consultant shall, based on global and
acerbated by dam projects. . . . s .
regional studies, and climate change projections, estimate the
Flow volumes are decreas- . . . .
L likely range of climate futures for the period of the economic life
ing in rivers such as the . .
span of the Shuren HPP. These climate change scenarios shall be
Orkhon, and data suggests . L
. expressed as percentage of change in future temperature, precipi-
that under current condi- X A
. . tation and runoff compared to historical records. The Consultant
tions the Orkhon River L . . .
. . shall take this information into account in the conceptual design of
will not survive the : . )
L the two site alternatives for Shuren HPP and use them as input to
planned diversion to the e . . X
South Gobi region: and sensitivity analysis for cost (due to possible necessary adaptive
glon, design) and benefits (due to possible changed inflow) of the pro-
ject.”
31. Degradation of Lake Downstream effects, including cumulative effects, on the Selenga

Baikal, a designated
UNESCO World Heritage
Site, due to alteration of
Selenge River ecosystem
patterns and processes.

River and the Lake Baikal are included in the ToR.

Section B4.3 — Environmental Impact of the HPP on Down-stream
areas — of the ToR for the ESIA for the proposed Shuren sub-pro-
ject requires the consultant to “Assess the impact of the HPP
Shuren on the UNESCO world heritage ‘Lake Baikal’and the
RAMSAR [sic] site ‘Selenge delta’ 2RU018, resulting from the in-
terference of the dam with the natural river discharge and the sed-
iment transportation.”

Furthermore, once again, it is important to emphasize that the
Bank will recommend to the Recipient not to proceed with the
proposed sub-project, in line with OP 4.04, if the environmental
and social assessment concludes that the proposed sub-project re-
sults in significant conversion or degradation of critical natural
habitats.
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No. | Claim OP/BP | Response

Potential Socio-economic Im- Management notes that the issues listed below refer to potential

pacts harm that could derive from the construction and operation of the
proposed Shuren and Orkhon Gobi sub-projects, but not from the
Assessment Studies that the Bank intends to finance. The potential
impacts of the proposed Shuren and the Orkhon Gobi sub-projects
require further investigation, which will be undertaken in the next
phase of study. The relevant sections of the ToR are noted in the
responses below.

32. | e Lossofaccess to tradi- The identification of potentially affected people, both nomadic
tional water and pasture and permanent residents, and the assessment of impacts on their
resources by nomadic livelihood, are included in the ToR.

COMMMURITIES N Bulg'fln, Section B5 — Social Impact Assessment - of the ToR for the ESIA

firengnl, Sclenge, Orkhn, for the proposed Shuren sub-project states: “The ESIA should as-

Uvurhangai, Dundgobi. in o di Prop d cumulativ P J] d T y

e Soith Gobi irovirices sess zre.ct'an cumulative social and economic impacts of the

- project in its complete area of influence during construction and

of Mongolia; . o Cva .
operation of the hydro. This will include taking stock of current
seasonal use of land and resources by pastoral people; effects of
the development of roads and ancillary infrastructure; planned
developments in mining and related processing; project-related
developments inducing an influx of people into the area; new re-
source availability after reservoir impoundment, etc.”

33. | e Disruptions to ecosystem The identification of ecosystem services, and the potential impacts
services such as Selenge on these, are part of the general scope defined in the ToR relating
River fish population will to social impact: “The ESIA should assess direct and cumulative
increase competition for social and economic impacts of the project in its complete area of
people who depend upon influence during construction and operation of the hydro. This will
the fish stock for their include taking stock of current seasonal use of land and resources
livelihoods: by pastoral people; effects of the development of roads and ancil-

lary infrastructure; planned developments in mining and related
processing; project-related developments inducing an influx of
people into the area; new resource availability after reservoir im-
poundment, etc.”

As the ToR are being finalized, Management will ensure that the
issue is explicitly mentioned in the ToR.

34. | e Loss of economically val- The identification of potentially affected people, both nomadic

uable land, especially im-
portant crop and pasture
land, as a result of reser-
voir flooding and flood-
plain degradation;

and permanent residents, and the assessment of impacts on their
livelihood. are included in the ToR.

Section B5.1 — Resettlement and economic rehabilitation - of the
ToR for the ESIA for the proposed Shuren sub-project states “The
ESIA will assess the project’s need for permanent and temporary
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No. | Claim OP/BP | Response
land acquisition for all of its linked components needed for con-
struction and sustained operation, regardless of the source of fi-
nancing. Such linked components include access roads, lay-down
areas, work camps, transmission lines, pipelines, etc. The ESIA
will assess the extent and nature of land and assets to be lost,
identify any restrictions or preclusions of access to land and re-
sources and will stipulate specific needs for the physical resettle-
ment and/or economic rehabilitation of project-affected people to
be addressed by means of a Resettlement Action Plan (RAP).”

35. Potential resettlement of The identification of potentially affected people, both nomadic
about 30-100 families at and permanent residents, and the assessment of impacts on their
each planned reservoir site livelihood, are included in the ToR.

:?Se:?r?er?a;ﬁrn planned Section B5.1 — Resettlement and economic rehabili_tation - of the

’ ToR for the ESIA for the proposed Shuren sub-project states “The

ESIA will assess the project’s need for permanent and temporary
land acquisition for all of its linked components needed for con-
struction and sustained operation, regardless of the source of fi-
nancing. Such linked components include access roads, lay-down
areas, work camps, transmission lines, pipelines, etc. The ESIA
will assess the extent and nature of land and assets to be lost,
identify any restrictions or preclusions of access to land and re-
sources and will stipulate specific needs for the physical resettle-
ment and/or economic rehabilitation of project-affected people to
be addressed by means of a Resettlement Action Plan (RAP).”

36. Loss of ecotourism oppor- “The ESIA should assess direct and cumulative social and eco-
tunities and loss of access nomic impacts of the project in its complete area of influence dur-
to traditional resources by ing construction and operation of the hydro. This will include tak-
local businesses dependent ing stock of current seasonal use of land and resources by
on river and lake resources pastoral people; effects of the development of roads and ancillary
which also pose high risks infrastructure; planned developments in mining and related pro-
of their insolvency for ex- cessing; project-related developments inducing an influx of people
isting ecotourism enter- into the area; new resource availability after reservoir impound-
prises; ment, etc.”

As the ToR are being finalized, Management will ensure that the
issue is explicitly mentioned in the ToR.

37. Loss of culturally signifi- The identification of archaeological sites, and the assessment of

cant archaeological sites in
the Selenge River Basin.
The Orkhon and Selenge
rivers itself are also con-

impacts on them, are part of the ToR.

Section B 4.4. — Archaeological, Historical and Cultural Findings
— of the ToR for the ESIA for the proposed Shuren sub-project re-

65




Mongolia

No. | Claim OP/BP | Response
sidered sacred by tradi- quires the consultant to “In case of discovering historical and cul-
tional Mongolian and Bur- tural sites, inform the local Institute of Archaeology, Academy of
yat shamans; Lake Baikal Science and the PIU. Develop a plan for protecting these sites and
is a major sacred object for if necessary accept and support state protection. A cultural herit-
all peoples populating the age management plan shall be developed following the World
region. Bank regulations towards preventing loss.”
38. Loss of crops due to the Section B5.1 — Resettlement and economic rehabilitation — of the
conversion of lands; ToR for the ESIA for the proposed Shuren sub-project states “The
ESIA will assess the project’s need for permanent and temporary
land acquisition for all of its linked components needed for con-
struction and sustained operation, regardless of the source of fi-
nancing. Such linked components include access roads, lay-down
areas, work camps, transmission lines, pipelines, etc. The ESIA
will assess the extent and nature of land and assets to be lost,
identify any restrictions or preclusions of access to land and re-
sources and will stipulate specific needs for the physical resettle-
ment and/or economic rehabilitation of project-affected people to
be addressed by means of a Resettlement Action Plan (RAP).”
39. Loss of ecological service As noted in Item 33, the identification of ecosystem services, and
of critical habitat; the potential impacts on them are included in the ToR.
40. Loss of honey-bearing See Item 33.
plants and damage to bee
farms; and
41. Loss of vast areas of Assessment of impacts on forests, both from a biodiversity and

floodplain forests to
Shuren Hydropower Pro-
ject.

ecosystem service point of view, are included in the ToR.

Section B 4.1. — Environmental Impact of the Reservoir — of the
ToR for the ESIA for the proposed Shuren sub-project requires the
consultant to “Assess the most feasible site by investigating... ...the
optimum size of the reservoir.....as a consequence of the impound-
ing of the Selenge River and raising the water level in the reser-
voir, that will drown cropland, forests settlements, etc.”
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Annex 2. MINIS Sub-project Studies (executed and planned)

MINIS Sub-project

Screening

Pre-feasibility

Studies Study

Feasibility Study
ESIA/CIA

Component 1: Support

for Infrastructure Investments (US$19.69 million)

i) Flow regulation of | ® Identification & Data | ® PFS Scheduled 2015-1016 as part of FS
the Orkhon River and Gathering Com- e  FSScheduled 2015-2016
construction of a wa- pleted 2012 e ESIA (including CIA) Scheduled 2015-2016
ter reservoir com- e  Preparatory Study
plex and river diver- Completed 2013-
sion scheme 2014.
ii) Shuren Hydro- e |dentifica- |e® PFSCom- FS Scheduled 2015-2016
power plant on the tion & Data pleted 2013- ESIA (including CIA) Scheduled 2015-
Selenge River Gathering 2014 2016

Completed

2012

iii) Integrated Steel
Complex with Infra-
structure in the cen-
tral region of Dar-
khan - Selenge

Initial Studies (Sampling &
Testing) Completed 2013-2014

®  FSScheduled 2015-2016
ESIA Scheduled 2015-2016

iv) Extension of Coal
Mine “Baganuur” LLC

Initial Studies (Sampling &
Testing) Completed 2013-2014

® FSIn-Progress 2015
e  CIA Scheduled 2015

v) Rural and Indus-
trial Water Supply
Scheme in the South
Gobi region

Groundwater Assessments
Scheduled 2015-2016

®  FSScheduled 2015-2016
e  ESIA Scheduled 2015-2016

vi) Synthetic Natural
Gas Plant (SNG)

Initial Screening completed in
2014.

®  FSScheduled 2015-2016
e  ESIA Scheduled 2015-2016

Other studies financed

under Component 1

Additional Study for | N/A N/A CIA Scheduled
“Tavan Tolgoi” Coal 2015
Mine Region
Development of Op- | e  Prepara- N/A N/A
timal Extraction tory Stud-
Model ies In- Pro-

gress 2014-

2015
Mining Wastewater |e Prepara- N/A N/A
Recycling tory Stud-

ies In-Pro-

gress 2014-

2015
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Component 2: Capacit

Building and Knowledge Transfer (US51.45 million)

Study tours and N/A N/A N/A
training sessions

Component 3: Strengthening Groundwater Management (US$3.23 million)
Development of Wa- | N/A N/A N/A

ter Basin Counsels

and Associations

Component 4: Project Management (US$0.63 million)

Training and admin- | N/A N/A N/A
istrative
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Annex 3: MINIS Project - Public Consultation

a) MINIS Project public consultation history
b) MINIS Project indicative consultation and disclosure process
¢) Proposed Shuren sub-project consultation roadmap

d) Public consultation participation records:
e Baganuur & Tavan Tolgoi Cumulative Impact Assessment (CIA) ToR consultation
MINIS Project stakeholder engagement training workshop

Proposed Shuren sub-project ESIA ToR consultation

Proposed Orkhon Gobi sub-project ESIA ToR consultation

a) MINIS public consultation history

MINIS Public Consultation History

Feb 2015)

Event Date Held Location | Participa- | Representing
tion
Baganuur & | 21 Nov 2014 Ulaanbaa- | 18 NGOs (including OT Watch, Geoecological
Tavan Tolgoi | (Disclosed 20 tar attended Institute and Ariunsuvarga), government rep-
CIA ToR Nov 2014, resentatives, Tavan Tolgoi and Baganuur
consultation | Deadline for project teams, MINIS PMU
comments ex-
tended to 5 Dec
2014)
MINIS Pro- 13 Jan 2015 Ulaanbaa- | 95 NGOs (including OT Watch, RwB, Rivers &
ject Stake- (Disclosed 11 tar attended Lakes Association, Environmental Civil So-
holder En- Dec 2014) ciety of Mongolia) Research institutes in-
gagement cluding Siberian Branch of the Russian
Training Academy of Sciences, RBA,
Workshop Local government representatives from
Selenge and Bulgan Provinces
Government ministries of environment, en-
ergy, mining, health, finance, industry,
Hydropower teams, mining teams. consulting
firms, national television media
Proposed 16 Jan 2015 Ulaanbaa- | 74 NGOs (including RwB, Environmental Law-
Shuren sub- (Disclosed 11 tar attended yers Association of Mongolia) Research in-
project ESIA | Dec 2014, stitutes including Siberian Branch of the
ToR consul- | Deadline for Russian Academy of Sciences,
tation comments 6 Feb Local government reps from Selenge and
2015) Bulgan Provinces
Government ministries, Hydropower teams,
mining teams, consulting firms, national tele-
vision media
Proposed 29 Jan 2015 Ulaanbaa- | 49 NGOs. Hydropower teams, consulting firms,
Orkhon Gobi | (Disclosed 11 tar attended government reps, MINIS
sub-project Dec 2014,
ESIA ToR Deadline for
consultation | comments 16
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b) MINIS Project indicative consultation and disclosure process

The following ‘indicative process’ provides a guide for the sequence of disclosure and consultation
to be carried out for the Assessment Studies for the proposed sub-projects. The indicative process
provides for three rounds of consultations for the Assessment Studies for each proposed sub-
project: 1. at the disclosure of the draft ToR for the ESIA (currently underway): 2. during the
ESIA specialized studies; and 3. upon disclosure of the Draft ESIA report. At each stage of
these consultations feedback received by stakeholders may require a change in the number and
type of consultations (hence the process is only ‘indicative’). For example, 1a) and 1b) have
already been completed, and while local government, local NGOs and others were present in
numbers 1b) was held in UB rather that in a PAP locality. To improve on this next steps are to
ensure that the ESIA consultants map stakeholders, develop detailed stakeholder engagement
plans and socialize these plans through preparatory meetings with project-affected stakehold-
ers. In the meantime the Bank has requested that the PMU hire a suitably experienced com-
munications specialist to assist with the stakeholder engagement process.

MINIS PROJECT OVERVIEW
The objectives of this technical assistance project are to develop institutional policy and operational
responses to the development of the mining industry that maximize benefits, minimize impacts, im-
prove environmental and social performance, and attract good quality investors. The Recipient and
implementing agencies are required to follow World Bank Safeguard Policies for Assessment Studies
associated with the proposed sub-projects.

Phase Project Step Step Detail Engagement Responsibility

Technical assistance to iden-

tify and prepare feasibility

studies for proposed sub-pro-

jects:

e Proposed Integrated Steel
Plant Complex in Dar-

INCEPTION OF khan-Selenge Region
MINING o e Proposed Shuren Hydro-
Prefeasibil- . PROJECT
INFRASTRUCTURE . power station at Selenge LAUNCH PMU
ity & . WB Task Team
INVESTMENT river WORKSHOP :
Restructur- ) supporting
SUPPORT ; e Proposed Orkhon Gobi (UB)
in
PROJECT = flow regulation reservoir

and water pipeline

e Proposed Rural and Indus-
trial Water Supply
Scheme in the South Gobi
region

e Proposed Extension of
Baganuur LLC Coal Mine
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e Proposed Coal to Syn-
thetic Natural Gas Devel-

opment

COMPONENT FEASIBILITY
In-depth studies and stakeholder engagement to be undertaken for each proposed sub-project Assessment
Studies above

FINANCIAL CLOSE & NEXT STEPS
End of MINIS Project technical assistance inputs.
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PROPOSED ENGAGEMENT

Detailed consultation plans are to be developed and disclosed by the ESIA consultants for each specific pro-
posed sub-project as indicated in the ESIA ToR. The number and type of consultations may vary between sub-
projects depending on the level of stakeholder interest and the complexity of the proposed sub-project. Plans

are required to assign time-bound actions to responsible parties.

ENGAGEMENT FORUM

SUGGESTED STAKEHOLDERS

MINIS PROJECT LAUNCH
WORKSHOP (ULAANBAATAR)
Detailed explanation of MINIS pro-

ject components during project in-
ception

STAKEHOLDER WORKSHOP
(ULAANBAATAR)
Disclosure & feedback opportunity
via seminar in Ulaanbaatar
Documents to be circulated in ad-

vance of workshops and period for
feedback provided

GoM (MEGD) Ministry of Environment and Green Development
GoM (MoE) Ministry of Energy
GoM (MoM) Ministry of Mining
(MINIS PMU) Project Management Unit
(Third Party) Study Consultants
(WB) World Bank Task Team
(CS0) Civil Society Organizations / Non-Government Organizations

PUBLIC CONSULTATIONS (PAP
LOCALITIES)

Identified in the stakeholder con-
sultation plans for each proposed
sub- project being assessed and
studied
Culturally appropriate forums and
information tools designed to be
accessible to project affected per-
sons. Vulnerable stakeholders
(women, children and others)
should have opportunities to fully
participate (not just leaders, groups
or organizations that claim to rep-
resent their interests)

(Local Govt) Aimag & Soum Representatives
(PAP) Project Affected Persons & Representatives
(CS0) Civil Society Organizations / NGOs
(MINIS PMU) Project Management Unit
(Third Party) Project Study Consultants
(WB) World Bank Task Team
Others as requested

SCHEDULING

Indicative timings are included in the ToR and vary for each proposed sub-project being assessed and studied.
Interested parties are advised to check the Project website for updates: http://www.minis.mn/

GLOSSARY

CSO = Civil Society Organizations

ESIA = Environmental and Social Impact Assessment

ESMP = Environmental and Social Management Plan

FS = Feasibility Study
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GoM = Government of Mongolia

MINIS = Mining Infrastructure Investment Support Project
MoE = Ministry of Energy

MoM =Ministry of Mining

PAP = Project Affected Persons

PMU = Project Management Unit

RAP = Resettlement Action Plan

ToR = Terms Of Reference

WB = World Bank
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c) Shuren consultation roadmap

FEASIBILITY STUDY AND ESIA FOR THE SHUREN HYDROPOWER PROEJCT

2014

2015

2016

Nov-Dec

Jan-Feb

Mar

Apr

May

Jun

Aug |

¢

Oct

Nov

Dec

Jan

Feb

FEASIBILITY STUDY

Jul

Aug

¢

Nov

Dec

Inception, Review of Previous Studies, and updated methodology

Updated Enerﬂ Demand and Sector Analysis

Update of Project Area Characteristics

- Updated Hydrology and Climate Change A it

- Updated Surveys and Geotechncial Investigations

Assessment of power evacuation alternatives and integration to CES

Reservoir and Power Modelling of alternative sites

Conceptual Designs of alternative sites

Cost and Benefits of alternative sites

Site Selection

Complementary Assessments, Surveys and Geotechnical Investigations for selected site

Feasibility Level Design of HPP and transmission lines for selected site

Formulation of Implementation Plans

Formulation of Dam Safety and Emergency Preparedness Plans

Final Cost Estimates

Financial and Economic Analyses

Reporting and Finalization of Study

Alternative site and

plant characteristics

N

ESIA

N\

Inception and Review of Previous Studies

Update of Project Area Characteristics

- Updated Socio-economic Assessment

- Updated biodiversity and Fishery Assessment

- Updated cultural and heritage assessments

Environmentaland Sociallmpacts

Stakeholder surveys and consultations

Identified Environmental Impacts of alternative sites

Identified Social Impacts of alternative sites

Updated impact assessment of selected site

Costsand time of EMP and RAP

Assessments of cumulative impacts

Stakeholder consultations for EMP and RAP

Formulation of EMP

Formulation of RAP and benefit sharing programs

Reporting and Finalization of Study

CONSULTATION & DISCLOSURE PROCESS

Draft ESIA/FS TOR review workshops & finalisation

Invitation for bids and procurement

Detailed public consultation plan released after inception, review of previous studies

Stakeholder workshops / PAP consultations

Special purpose stakeholder consultations for EMP and RAP

Draft and finalised project documents presented and accessible online

Review by Inter | Panel of Experts

Public presentation of results

74




Mining Infrastructure Investment Support Project

d) Public consultation participation records

i) Baganuur & Tavan Tolgoi CIA ToR consultation (November 21, 2014)

Organization type Organization Number of
participants

National government Ministry of Environment and Green Development 6

Ministry of Industry 1

Ministry of Mining 1

Ministry of Health 1

NGOs Geological Institute 1

OT Watch 1

Ariunsuvarga 1

Project implementing entities MINIS PMU 3

Erdenes Tavan Tolgoi 2

Baganuur LLC 1

TOTAL 18
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i) MINIS Project Stakeholder Engagement Training Workshop (January 13, 2015)

Organization type

Organization

Number of
participants

National government

Local government

NGOs

Academic organizations

Project implementing entities

Companies

Ministry of Finance

Ministry of Environment and Green Development
Ministry of Energy

Ministry of Industry

Ministry of Mining

Ministry of Health

River Basin Authorities (various)
Groundwater Management Information Unit
Bulgan Province

Selenge Province

Rivers without Boundaries

Nogoonayan

Mongolian Association of Beekeepers
Lawyers Association for Mongolian Environment
Ariunsuvarga

Russian Academy of Science (Siberian Branch)
Institute of Geoecology

National University of Mongolia

Mongolia University of Science and Technology
Wild Animal Protection Center

2030 Water Resources Group

MINIS PMU

Shuren HPP PIU

MCS LLC

Prestige LLC

Balchuluu LLC

Runge Minarco

Power Open Pit

Mongol Management

Nature Friendly LLC

Green Trends LLC

Satu LLC

Azin Resource LLC

Mega Watt LLC

Natural Sustainable LLC

Ev EjLLC

EHSM LLC

Sinohydro Corporation Ltd.

Undur Khaan Trade LLC

Soosung Engineering LLC

Eco Mongol LLC

PRWWRRPRNRPPNORRPRPRPOROMRPRMRRPRREPNNRNNRRNMREMRPRDOR

Other organizations World Bank 4
Durgun HPP 1
Egiin Gol HPP 4
TOTAL 95
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iii) MINIS Project Stakeholder Engagement Workshop — proposed Shuren sub-project
ESIA ToR Consultation (January 16, 2015)

Organization type

Organization

Number of par-
ticipants

National government

Local government

NGOs

Academic organizations

Project implementing entities

Companies

Other organizations

National government

Local government

NGOs

Academic organizations

Ministry of Environment and Green Development
Ministry of Energy

Ministry of Industry

Ministry of Health

River Basin Authorities (various)

Groundwater Management Information Unit
Bulgan Province

Selenge Province

Rivers without Boundaries

Ariunsuvarga

World Environment Protection Fund
Environmental Lawyers Association

Russian Academy of Science (Siberian Branch)
Institute of Geoecology

National University of Mongolia

Mongolia University of Science and Technology
Wild Animal Protection Center

2030 Water Resources Group

MINIS PMU

Shuren HPP PIU

Prestige LLC

Ev EjLLC

Monslov LLC

Mongol Management

Energy Empire

Natural Sustainable LLC

Tatvar Friendly LLC

EHSM LLC

Undur Khaan Trade LLC

Eco Mongol LLC

World Bank

Bee Keepers Association

CT3

Durgun HPP

Egiin Gol HPP

Ministry of Environment and Green Development
Ministry of Energy

Ministry of Industry

Ministry of Health

River Basin Authorities (various)

Groundwater Management Information Unit
Bulgan Province

Selenge Province

Rivers without Boundaries

Ariunsuvarga

World Environment Protection Fund
Environmental Lawyers Association

Russian Academy of Science (Siberian Branch)
Institute of Geoecology

National University of Mongolia

TOTAL

NrrrPrPrNRrPRPRPONPRPERRPRPPRPORPRPORRWONNARRRRPRRUWRREPRPRERENRPRPRENNNRERERrR,RPR
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iv) MINIS Project Stakeholder Engagement Workshop — proposed Orkhon Gobi sub-pro-
ject ESIA ToR Consultation (January 29, 2015)

Organization type Organization Number of
participants

National government Ministry of Environment and Green Development
River Basin Authorities (various)
Groundwater Management Information Unit
Local government Bulgan Province
Umnugobi Province
NGOs Rivers without Boundaries
OT Watch
Academic organizations National University of Mongolia
Mongolia University of Science and Technology
MCS LLC
Project implementing entities MINIS PMU
Shuren HPP PIU
Orkhon Gobi PIU
Companies Prestige LLC
Energy Resource LLC
Nature Friendly LLC
Sunny Trade LLC
Us-Erden LLC
NL LLC
Mongol Management
Monhydro Metallurgy

SESLLC
Natural Sustainable LLC
Other organizations Durgun HPP
Media Mining Journal
National government Ministry of Environment and Green Development

OPRRPPRPRPRPRPRPRPEPRPNRPWORONRPNREPRERODMNODN

River Basin Authorities (various)

TOTAL

ioN
[{e)
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