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1 Executive Summary
To reach Net Positive Impact, biodiversity offsets are required for the Oyu Tolgoi project.
These offsets constitute actions over a large Offsets Landscape of c. 50,0G@rkss the
soums east and west of Khanbogglm. To compensate for projecesidial losses, gains may
be generated through reducing hunting levels, improving rangeland management and
strengthening protected areas. It is estimated that hunting levels can be reduced by 25% in the
next 25 years; and about 10% of this offset landscapebeaimproved in habitat condition by
just 7.5%. These estimates are precautionary and allow for uncertainties, and risks of partial
failure. An investment of c.$7@illion is likely to be required to capitalise a fund to finance
these activities over thidmescale. This offsets strategy requires full stakeholder consultation
to develop into a stakeholder and government agreed Biodiversity Offsets Plan. The Rio Tinto
Offset Design process provides a useful framework for taking this process forward.

This offets strategy has been written for the Oyu Tolgoi projectassess the technical
feasibility of biodiversity offsets to achieve Net Positive Impact in the long term. This strategy
requiresextensive stakeholder consultation and reviewprogress the doament to being the
officially endorsed strategy and then towards a stakeholder agreed plan. Hence this current
documentA Y RA Ol TeBhaicalBSKSAAB AT Al e Q 2F afifedoatioassor 6 dzi
l RRNBBlEcAIFSH aA0At AleQo

The Oyu Tolgoi piect has attempted tofollow the mitigation hierarchy, whereby the project
avoids, minimises, mitigatesghabilitates andestores and finally offsets its negative impacts

on biodiversity. The Oyu Tolgoi project is committed to having a Net Positivectimopa
biodiversity, in which the gains generated by offsets are greater than the residual losses of
project impacts, as required by the project lenders and Rio Tinto corporate policy. The highest
profile species involvedhe Khulan or Asiatic Wild Ass,utd be adopted as a flagship icon for
hédz ¢ 2t Isproglanme2 T F & S i

The predicted residual impacts from the project are primarily an increase in illegal hunting and
collecting, habitat loss and collisions with powerlinesach for a number of priority
biodiversity featuresThese will be addressed by the following offset objectives:

Reduce illegal hunting

Improve rangeland management

Reduce the impacts of neproject powerlineqelsewhere irsouthernGobiregion)
Srengthen protected areamanagement

Demonstrate and contribute testpractice regional development
Establishstrong enabling mechanisms

Monitor and evaluate

Build Oyu Tolgoi capacity

= =4 =4 =4 -4 -8 -8 -9

Given the very large geographical ranges of individual Asiatic Wild Asses impacted by the
project and the imited improvements anticipated per unit area, offset actions must be
undertaken oververy largeareas. The final offsets landscapdl be determined based on
proper stakeholder consultation. However given the known distribution of Asiatic Wild Ass and
the calculated required spatial scale of offset activities required to proddet Positive
Impact,an area the size ddayanOvoo, Khatanbulag and Khuvsgul souwsils be required as

the Offsets Landscape. Note thexcludes the Small Gobi Special Protectédea where
compensation actions are already mandatedd Khanbogd sounwhere most actions will be



mitigations rather than offset This offset strategy takes into account the precautionary
principle and acknowledges the significant uncertainties inwblve offset design and

AYLE SYSYy (Il dA2yd ¢KSNBEF2NBE (KS &dimloédeedtiea a0l
minimum requirementsvith a significantcontingency.

One important but often neglected aspect of conservation programmes is monitoring and
evaluation to feed into adaptive management. This is of particular importance for
demonstrating NP1 where losses and gaired effective monitoring and evaluation, including
guantified measures of success and triggers for action and revids. proposed fisets
actions require longerm commitment andmay bebest financedy an upfront investment in

a longterm financing mechanism (such as a trust furidis anticipated that this would require

an upfront investment of approximately $70 million to dedivthe necessary resourceshe

Oyu Tolgoi project does not wish for the Offsets Plan to be implemented by expatriate staff in
external institutions but wishes to build the capacity of its Mongolian staff.

The Oyu Tolgoi project will discuss and revisie 8trategy with stakeholders, notably the
Government of Mongolia and other regional developarsl planners includinghe Nature
Conservancy'®evelopment by DesighGobi Region Landscape Assessment proj&ctions

need to start as soon as practical i@nimise the risk othird-party negative impacts within

GKS 2FFasSi fIyRaoOlFILISo | OAaAzya ySSR G2 6S Ay
plansand its social developmemians If the proposed actions are successfully implemented

itis cond RS NB RTedhrtcallFSI aVA 0 f SQ F2NJ GKS heédz ¢2¢ft 321 L
Impact on biodiversityy the time of project closurél'he offsets strategy calculates losses and

gains within a timeframe 2012036, a period of 25 years which is reaable for stakeholder
requirements and potentially realistic for NPI.

Adequatestaffing and resourcing appropriatelevelswithin Oyu Tolgois required in order to
ensureNet Positive Impact and compliance with supporting leméguirements

LA TS TN (L

Khanbogd
soum

Bayan-Ovoo
soum

Khatanbulag

Small Gobi SPA B

Figurel: PotentialOffsets Landscap@nid-brown), Buffer Zondyellow) and mitigation zone dark brown)



2 Context and objectives

2.1 Purpose and business case
This Biodiversity Offsets Strategy outlines what needs to be achieved for the Oyu Tolgoi project
to have a Net Positive Impact (NPI) on biodiversity. This strategy is based on wide technical
O2yadzZ GFrGA2y YR FAYA (G2 RSY2YAUNIrdS GKS WwW¢ S
has notyet been formally endorsed by the Oyu Tolgoi project, bus it proposal which will
undergo extensive stakeholder consultation in 2012 and 2013 to generate a formal
stakeholder agreed and finance@ffsets Plan.It is written by the Rapid Biodiversity
Assessmenteam with input from Oyu Tolgoi LL&nd is complemergd by theaccompanying
appendices

Appendix 10yu Tolgoi LLBiodiversity 8ategy
Appendix 2 Critical Habitat Assessment

Appendix3 Biodiversity Impacts and Mitigation Actions
Appendixs Net Positive Impact forecast

Appendixé Monitoring & Evaluation

= =4 =4 =8 =9

The business case fdhe Biodiversity Offsets Strategincludes compliance with lender
requirements (and reduced project delays), compliance with the Rio Tinto Biodiversity Strategy
(2004, 2008), anghotential for becoming a developer of choice in Monigoincluding access

to land and resources and a seat at the policy tabtéence the Biodiversity Offsets Strategy

fulfils the requirements of the projecf2 denders, notably the International Finance

/ 2 N1J2 NJlerfoimangeBiandard 6 (IFC PS6) tredEuropean Bank for Reconstruction and
Development's Perfanance Requirement 6 (EBRD PR®&)rther it demonstrates mining
leadership in the regiorifaising the baQand encouraging cumulative activities to ensure the
project operates within a sustainablef Y Ra Ol LIS Ay BKAOK 2FFasSida
Biodiversity Strategy (Rio Tinto @0 2008) anccommitment to Net Positive Impact withus

confer a significant reputational gain to the Oyu Tolgoi project. This reputation will be
increasingly valuabld y G KS O2YLI yeQa 2y32Ay3a NBflIGA2yak
and other governments responsible for allocating exploration and mining licences and
conditions.

2.2 Social, political and economic context of the southern Gobi region
Economic activit in Mongolia has traditionally been &&d on herdingand agriculture, but
extensive mineral deposits hawvecently attracted foreign investors and now account for a
large part of government revenues. Severe winters and summer drodhisk) in 200602
(and again in 201Qksulted in massive livestock didf and zero or negative GDP growsht
growth averaged nearly 9% per year fra#80408 largely beause of high copper pricetn
October 2009, the government passed legislation to devédyp Tolgoipne of the world's
largest untapped copper deposit3he Asian Development Bank (2011) notes thativate
sector developments impeded by adharsh climate, small domestic market, human resource
constraints, infrastructure bottlenecks, corruption, legal iagdacies, weak contract
enforcement, and poor capital markéts ¢ Kad2y¥326 Al Qa SO2y2YAO NB
accompanied by a substantial degradation of its natural resource &abke Asian
Development Bank (2011) specifically ideaasf overgrazing and the unsustainable
management of water basiras factors thahavedundermined living standards and hampered
growtht @ ¢ KSAS | NB FyeaOWaldBink QokirtryiAssistarte Stratapidntly



being renewed, K & 06SAy3 | AYAy3d dhtancing Réyindala &ural afdNP dz3
environmentally sustainable developmént Meanwhile, as well as focusing on mining, the
Government of Mongoliahas also identified a need to modernisé K S O 2 limsticNE Q&
AYRAZAGNBE® ¢ KNRdzZAK ( KSA Nerdfer? Will gaf moael aftentionN@ 3 NI Y
livestock, seeing herders as manufacturers and providing financial and technical, including
veterinary, education and assistance to thghittp://www.infomongolia.com/ct/ci©f00/60/).

This aligns with some of the activities in tbifsets strategy, increasing their chances of being
aSSy |a WL tHovedefelettibnd areFdidy duhed2D12whieh could result in an

altered focus from any new incomingecisionmakers. Irrespective 6 specific government
policies,a2y 32t Al Qa AYOASNYFGAZ2YI § O2YYAlYSyiGa (2
iterated within its Biodiversity Conservation Action Plan (1996) contains specific Action
Programs that are supptive of all the key elements of this Offset Strate@kie integration of

this offset strategy with national and regional government policies for natural resource
management and nature conservation is a key component of the next ptasevelopnent

of a full Offsets Plan.

2.3 Priority biodiversity values
Priority biodiversity featuresra defined asspecies or habitatsvhich trigger Critical Habitads
defined by the lenders (IFC PS6 and EBRD PR#jialr are considered significant under Rio
Tinto Biodiversity Action Plan guidelines number of otherpriority biodiversity features
(Snow LeopardLongeared JerboaMongolian AccentorEphemeral Lakes and Pgodecur in
the Units of Analysis (as defined in Appendix 2 Critical Habitat assessment) but are not Critical
Habitat qualifyingfeatures and, because they have no significant predicted impact, are
excluded from Table 1, which solely addresses features covered by the Offsets St@&ximujje
outcrop flord communitiefare not predicted to be impded, but are a Critical Habitat
gualifying feature and; owingto stakeholderconcernsg are thus precautionarily included in
the offsets strategyEcosystem serviceme considered to be a compent of biodiversity but
offset actions for ecosystem services are not discussed here because these need socio
economic, ratherhan biodiversity, assessment.


http://www.infomongolia.com/ct/ci/900/60/

Tablel: Priority biodiversity features addressed by the Offsets Strategy

Taxonomic | Biodiversity feature | Scientific nane Critical | IUCN National | Status in unit of analysis
group Habitat | Red List | Red List
status status
Plant Mongolian ChesneygChesniella Tier 2 - EN? Patchily distributed throughout
(herb) Chesne:)l/ mongolica
Mammal Asiatic Wild Ass Equus hemionus Tierl EN EN Nomadic 'resident’
(ungulate)
Mammal Argali Ovis ammon Tier 2 NT EN Localised resident
(ungulate)
Mammal Goitered Gazelle Gazella subgutturosa | Tier 2 VU VU Migratory 'resident’
(ungulate)
Mammal Mongolian Gazelle | Procapra gutturosa - LC EN Rarevisitor from the east
(ungulate)
Migratory | Swan Goose Anser cygnoides - VU NT Likely a regular migrant over
Bird the area
Migratory | Ferruginous Duck | Aythya nyroca - LC VU Likely a regular migrant over
Bird the area
Bird Shorttoed Snake Circaetus gallicus Tier 2 LC EN Breeds
eagle
Bird Saker Falcon Falco cherrug - VU VU Breeds
Bird Egyptian Vulture Neophron percnopterug - EN LC Probably breeds
Migratory | Great Bustard Otis tarda - VU VU Regular migrant (stops over in
Bird the area)
Bird Houbara Bustard Chlamydois undulata | - VU VU Breeds
Migratory | Relict Gull Larus relictus - VU EN Likely a rare migrant over the
Bird area
Bird tFftl aQ {| Syrrhaptes paradoxus | - LC LC Breeds
Bird Mongolian Ground | Podoces hendersoni - LC VU Breeds
jay
Migratory | Yelbw-breasted Emberiza aureola - VU NT Likely a regular migrant
Bird Bunting
Species Granite Outcrop n/a - n/a n/a Khanbogd massif and other
Assemblagq Floral Communities massifs
Habitat Riverine EIm Trees | n/a - n/a n/a Mostly in Uhdai riverbed
Habitat Tall Saxaul Forest | n/a - n/a n/a Mostly in borefield and
depressions
Habitat Eastern Gobi n/a - n/a n/a Major habitat type in the region
desertsteppe - widespread
Habitat AlasharPlateau n/a - n/a n/a Major habitat type in the region
semidesert - widespread

2.4 Distinguishing Oyu Tolgoi mitigation from offset commitments

OT has committed to a suite ofitigation actions within Khadmgd soumas detailed in
Appendix 3(Biodiversiy Impacts and Mitigation Actions)lhe biodiversity offsets strategy
shouldbe designed and implemented with reference to these mitigatgtions andalso he
projectQsocialcommunity programmeAs the primary offset action &milarto the mitigaton

action of reducing illegal huntingor simplicityactions to reduce illegal hunting in Khanbogd
soum are labelled as mitigations, and actions in other soums are labelled as offsets. Similarly,

! An umbrella species for 18 poorly known possibly threatened plants which may possibly occur in the project area. THese are al
considered, on present knowledge, to have similar impacts and mitigation/affsesures and so are represented here by this one

species.



FAGGAY I WoANR T A 3K donski&ed mithadidn2adNidn©whér2undeitales NI A y
on project powerlines, but offset actions when on Rpiject powerlines.

2.5 Residual impacts, NPI and offsets
The predicted impacts of the Oyu Tolgoi project on priority biodiversity features are analysed in
Appendix3 (Biodiversity Impacts and Mitigation Actionglitigation actions were identified for
all impacts predicted to have a High Risk or Critical Risk on these spsatial impastare
the net impact aftethe Oyu Tolgoi projedtas taken all practicablactions to avoid, minimise,
rehabilitate and restore its impacts (Figure 2), as documented in AppenBigsidual impacts
were quantifiedin Appendix 5 (NPI forecasthd summarised as:

f Direct habitatlosswill occur due tothe h @ dz ¢ 2f 32 A chlNBaBtEiuieQa LIK
footprint, notably 64 kriin the mine licence area

9 Indirect habitat lossvill also be caused for somiority biodiversity featurebecause
hunted speciesvoid areas close to project infrastructure and activities duuman
and vehtle activity,noise and dusfto varying degreesfor example, Asiatic Wild Ass
in the southern Gobi regioshowavoidance ofareas withinat least5 km of vehicles (P.
Kaczenskyn litt. 2011), and impacts have been demonstrated up to 1,600 m for Great
Bustard (Laneet al. 2001; Lépedamar 2010; Raab 2018peciesspecificestimatesof
likely avoidance distances, taking into account habitat type, threat of huntingvete
made for each species concerned.

1 llegal huntingof wild animals and illegal detting of plants(e.g. for firewood will
increase as secondary impacts of increased human population drawn to the area by the
Oyu Tolgoi project

A Net Positive Impacbn biodiversity means minimisation of project impacts and contribution

to biodiversiy conservation to ensure that the region ultimately benefits as a result of a
company's presence (Figure dp achieve NPI, (@ FfFaSdia ySSR (2 3ISySNI
priority biodiversity features than these residual loss&hesegains are additional to the

LINE 2rfitigatiehaactions.

Net positive impact

Residual impact

; Y
RN

Rehabilitation ll Rehabilitation

Rehabilitation Rehabilitation

= Biodiversity values

Minimisation Jl Minimisation il Minimisation l Minimisation

Avoidance

Avoidance

Avoidance Avoidance

Avoidance

Figure2Y wA 2 ¢Ayid2Qa YAGAIIGAZ2Y KASNI NOKeéX FyR ySia LR
The NPI forecast (Appendix 5) calculates the scale of offsets necessary to achiee NPI.

»



nominal time of 25 years to reach NPl was SHtis is hsed on some very approximate
estimations of the likely improvement in the rate of illegal hunting and the quality of rangeland
habitat. While aware that these estimations lead to considerable uncertainty in the final
figures, the forecast estimates thaffget areasneed to be in the order of:

Control of illegal hunting acrogs50,000 krf
f Improvingrangeland management acros$0,000 ki
1 Mitigate impactsof 64 km of non-OT powerlines

A quantified summary of the predicted losses aumdjectedgainsis given in Tabl@, for which
more details are available #yppendix 5 (NPI forecast):

Table 2 Projected net positiorin 2036 for priority biodiversity featuresddressed by the offsets strategy
(Quality Hectare}

Gain
Direct & Loss Gain from |Predicted
indirect | Quality from from rangeland| overall
habitat of |increased| Residual| hunting | manage offset Net
loss | habitat | hunting loss | control ment gain | position
(1000 lost (1000 (1000 (1000 (1000 (1000 (1000
Name ha) (0-1) QH) QH) QH) QH) QH) QH)| NPI?
Mongolian Chesnéy 9 0.9 8 0 21 21 13| Yes
Asiatic Wild Ass 155 0.5 392 470 530 21 551 59| Yes
Argali 30 0.5 392 407 530 21 551 122 | Yes
Goitered Gazelle 130 0.5 392 458 530 21 551 72| Yes
Mongolian Gazelle 76 0.5 392 431 530 21 551 99 | Yes
Swan Goose 0 0 0 0 0 Yesd
Ferruginous Duck 0 0 0 0 0 Yed
Shorttoed Snakeeagle 9 0.9 8 0 21 21 13| Yed
Saker Falcon 9 0.9 8 0 21 21 13| Yed
Egyptian Vultee 9 0.9 8 0 21 21 13| Yed
Great Bustard 71 0.9 64 0 21 21 -43 | No™®
Houbara Bustard 71 0.9 64 0 21 21 -43 | No*®
Relict Gull 0 0 0 0 0 Yed
tlffaQ {IyR 9 0.9 8 0 21 21 13| Ye$
Yellowbreasted Bunting 9 0.9 8 0 21 21 13| Yes
Mongolian Grounelay 9 0.9 8 0 21 21 13| Yes
Granite Outcrop Floral
Communitie$ 0 0 0 0 0 0| Yes
Riverine Elm Trees 0 0 0 + + +| Ye$
Tall Saxaul Forest + ? - + + + + +| Ye$
Eastern Gobi desegteppe 5.5 0.9 5 0 9 9 4| Yes
Alashan Plateasemidesert 3.5 0.9 3 0 12 12 9| Yes

T Assumed here to represent all 18 'very rare' plants known or predicted from the project area

2Assuming mitigation is put in place on all OT powerlines plus an additional >64km-OfTnpowerlines

3 Yes if there isn appropriate additional offset

4 Even though these are not predicted to be impacted, they are included here since they are a Critical Habitat
qualifying biodiversity value in the area

5 Yes if the three translocated trees survive; offset gains deperspenific offset site

% Yes assuming adequate control of illegal collecting (not quantified)

To be precautionary, losses anfisets gainavere estimatedagainsta static baseline, meaning
that there is assumed to be no acceleration in development insthethern Gobi region and



concomitant increased impacts on biodiversiyn alternative counterfactual situation of
greatly accelerated growth related to additional min@ithough acknowledged by the project

to be more realisticwas not used as this woulde difficult to quantifyassume ineffective
mitigation and be nosprecautionary. Furthermore, theres experience that stakeholders are
unlikely to accept large background rates of loss as the baseline against which losses and gains
are measuredTempleet al. 2011). An estimate of predicted future growth could be factored

into the NPI forecast based on the best opinion of regional planning experts. The project's
success in addressing cumulative regional impacts would need to be factored into this
estimak. The current assumption of no accelerated impacts is therefore precautionary but
subject to revision.

Strengthening Protectedireas is an important enabling/supporting offset action to ensure
sustainability oProtected Areaghe offset outcomes andibdiversity gains required for NPI

3 Offset design
This Offsets Strategyis based ordedicated offset intervention research, literature reviews,
expert consultationpther biodiversity papers prepared fdor by) the Oyu Tolgoi projecand
other publidied information. This version has benefited frdhe Critical HabitatAssessment
the eight Biodiversity Management Plarthe Environmental and Social Impact Assessment,
and publications as listed in the reference& broad group of specialistasbeen onsulted
and questioned in designing the strategaslisted here. In addition, aedicatedrangeland
managementworkshopwas organiseét the World Bank in Washington Ddh 20 December
2011 The authors are grateful fohé expert opinion oNyambayar Btbayar (Wildlife and
Conservation Science Centre of Monggl@himedochir BazarsagWWF Mongolia)Amanda
Fine and Ray Victuring(Wildlife Conservation Societysundev GombobaatafNational
University of Mongolig) Petra Kaczenskiuniversity of Veteriary Medicine Vienna)Robin
Mearns (World Bank Social Tepnkrdenesaikhan Naidansureftnviron LLC)Kirk Olson
(University of MassachusettsPennisSheehy (International Center for the Advancement of
Pastoral Systemisand TungalagUlambayar and Maria FernandezGimenez (Mongolian
Rangelands Research Team, Colorado State Uniyersity

The offset @signprocess has been guided by tRéo Tinto Biodiversity Offsets Guidance (Rio
Tinto 2011),tself developed based on growing international expertise on biedity offsets
(e.g. Australian Government regulatory requirements and guidaneed Business and
Biodiversity Offset®rogram 2011a, 2011b)

3.1 Methods
Together with Appendix 5 (NPI forecast), the first three of the faagesof Offset Design
outlined within the Rio Tinto Offsets Design Guidafi€gure 3)were followed in this Offsets
Strategy

1. Offset Scopingg goalswere identified and a list of potential sites in the countwere
broadly considexd as possibilities for offsets

2. Offset Screening; the potential offset siteswere screened against biological, political,
economic and social criteria. This invalvérief consideration of possible types of
conservation intervention and additionality criteria: what actions could be undertaken and
would these make a real difference on the grour@ffset financing was calculated based
on these required actions.



3. Net Positive Impact (NPI) Accounting estimates ofprojected biodiversity gainswere
made This is in fact a transaction process, part of whicheguired to estimate the
magnitude of the interventions required in Offset Screening.

4. Final Approval and Selection this Biodiversity Offsets Strategwyill be discussedvith
stakeholders for consultatigmevisionandagreement as Biodiversity Offsetsléh.

Steps Qutputs
Internal and External Scoping . Broad Offset Goals Identified
of Broad Offset Goals - -> and Agreed
,l, ] ,l, Stage 1
Scope available offset sites - - Potential Offset Sites List
In the region or country i

i : v

Screen potential offsats sites

against additionality, social, <— —=
economic and political criteria -
* E Candidate Offset ProjectsList Stage 2
Consider appropriate type of <?_ -
conservation intervention ===
i : i
NPl accounting on some - i_ -
Candidate OffsetProjects | Biodiversity Offsets Strategy ‘ Stage 3
] :
$ : A 4
Regulator / Stakeholder i — .
negotiations and approval of - Biodiversity OffsetPlan Stage 4
Preferred Offset Sites ! g

|
v

Enter OffsetImplementation
Process

Figure3: Four stages of offset design frairaft Biodiversity Offset Guidance (Rio Tinto 20TRjs
document represents Stage 3Outpgh FFaSia {GN»XrGS3eQ

Potential offset actions were developed teffect gains inpriority biodiversity featues
addressed by the offset sttegy compared with background rates of loss (ehgnting) and
potential rates of restoration (e.g. rangeland management). These estimates were all based on
expert consultation. The residual impacts and other impacts (including those caused by factors
extemal to the Oyu Tolgoi project) were analysed to assess the ultimate and proximate factors
causing negative impacts on the priority biodiversity featusmtdressed by the offsets
strategy Conservation interventionalready implemented elsewhere in Mongolia (e.g. by
WWF)were analysed to aess which actions could address thiN2 2 isgadtand which



were most effective, lowest risk, most practical and sqmiditically feasible. The interventions
that appeared to be most suitable were then aggregated into generic potential offset actions

The process for identifying potential offsets sites and the Offsets Landscape is discussed below.

3.2 Offset site selection
h¥FasSd aArAdsS aStSOGA2Yy gAGKAY (GKS wiz ¢Ayd2
h¥FaSda {AGSE@IANNOGTTE ONASIBNAY 6X2yST GKSy |
based on screening against requirements for offset interventions (spatial scale, gains required
versws offset interventions), and social, political and economic constraints and oppaesinit
In the case of the Oyu Tolgpioject, Potential Offset Sites are severely constrained by the
global and national distribution of Asiatic Wild Ass, the largest and highest priority residual
impact requiring offsetting. There are three major populagan the South Gobi, so only three
Wdtential Offset StesCQor landscapes exist. Its largest global population occurs within and to
the east of the project areamaking this area the mosuitable andlikely offset ste. This
population, located across sesal soums, is relatively small and conservation actions are
required across the core area 060,000 knf to bring about the required conservation gains.
There are a number of political, economic and social constraints which therefore have to be
faced wihin this chosenoffset site, which is effectively anffset landscapegiven the broad
spatial scale over which actions are required to reduce hunting and improve rangeland
management.

3.2.1 Spatial scale, barriers and boundaries
Scale The scale of OffssetLandscape is dictated by the scale of the residual impacts and the
WY2FFaSha NIGA2Qd Ly (K Aappliedinsteddan iea wasSalc8SIMa O 2 ¥
for each priority biodiversity featurbased on a precautionary estimate of the gaiksl to be
achieved by offset actionsver the defined time period of 25 years until 2638s detailed in
Appendix 5 (NPI forecasglthough very approximatehis estimates that offsetareasneed to
be in the order of tens of thousands of square Ki@mas.

Barriers Intact fences are barriers to Asiatic Wild Ass and gazelle movement (Kaceeasky
2010; Olsoret al. 2009). Main roads are likely to act as impermeable barriers to Asiatic Wild
Ass if they support more than about one vehicle everyributes, i.e. ¢100 vehicles/day (P.
Kaczenskiyn litt. 2011). Current and proposed fences, railways and busy roads in the southern
Gobi region that could act as barriers include:

Ulaanbaata Beijing railway (norttsouth)

Mongolia- China border fencéwesteast)

Proposed Tavan TolggSainshand railway (westst)

Tavan Tolgai Gashuun Sukhait road (norgouth)

Proposed Tavan TolggiGashuun Sukhait railway (norfouth)
Oyu Tolgog Gashun Sukhait road (nordouth)

Khanbogd; Oyu Tolgoi road (wésast)

=4 =4 =8 =8 -8 -8 -9

%f the total gains required are 1500ha of pristine rangeland, and the conservation interventions are predicted to
LINE GARS nodmKI WIAFAYQ LISNI K 0@ Hn dossdor thiktigng pefioll iS 158004 % Y dzY
15,000ha, hence a ratio of 10x. Issues such as uncertainty, risk, and time discounting will likely mean the total offsets
intervention should be greater than this. Offset ratios are not however necessarily the le#isbahto deal with offset

risk etc.
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Boundaries Most of the priority biodiversity featureaddressed by the offsets strategy that
have residual impacts occur across extensive areas of contiguous habitat. At a broad level
(disregarding micrdnabitat variation), these ecosystems vary little over distances of hundreds
of kilometres, and there are few clear boundaries delineating candidate offset areas. Potential
boundaries were based on the basase development scenarios outlined in the World Bank
regional environmental assessment (Walton 2010) and recommendations forusafiag
important habitat alongside economic development (BirdLife Asia 2009). The southern Gobi
region habitat is currently mapped at a coarse scale and habitat condition is very dependent
on stochastic precipitation patterns, so only very coassale haitat maps were used at this
stage. More detailed research on habitat types will form part of the monitoring to feed into
the Offsets Plan.

Given the lack of distinct habitat types, their variation in space and time, and the related
nomadic behaviour oféy ungulates, administrative boundaries ae appropriateboundary

for defining offsets.Soums are the most appropriate levé¥lost offset actions will be
administered and delivered at a soum level, wheraamaglevel actions are impractical for
on-the-ground delivery, and batgvel actions would lack the necessary authority. Potential
barriers,Protected Areas Important Bird Areasand soums are shown in Figute

Figure4: Potential offset boundaries: barriers (red), protected areas (dark greem)rtamp bird areas (light
green) and soums (black)

This Offsets Strategy proposes that the Offsets Landscapél potentiallybe the soums
overlapping with the core population of Asiatic Wild Ass, harbour the majority (or all) of the
priority biodiversityvalues suffering residual impactndbe closest to the Oyu Tolgoi project
The area of several of thessoumswere combined tojust exceed theareaestimated to be
needed to achieve sufficient biodiversity gains for,NMRRsed on the NPI accountirigcluding
Khanbogd soum as the area for mitigation activities and the Small Gobi SPA (/AS:Byes

for specific mandated compensation, the potential Offsets Landscape is therefore-Bagan
Khatanbulag and Khuvsgul soums (FigbixeThis can only be cdirmed through thorough
stakeholder consultationA further technical consideration is the risk that rangeland habitat
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actions need to be extended to wettbabitatsto the east.
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Khatanbulag

Small Gobi SPA B

Figure 5: Potential Offsets Landscape (alicbwn) and Buffer Zone (yellow) around mitigation zone
(Khanbogd soum; dark brown)

To ensure thdongterm survival of the Asiatic Wild Ass subpaiigdn in the southeastern

Gobi, some activitie to reduce illegal huntingnay be needed across theange of this
subpopulation.Asiatic Wild Ass utilise very large areas to find patchy food resources in this
climatically irregular and drougfdrone environment. Given that the area (minimum convex
polygon) used by individual Asiatic Wild &s#& the southeast Gobi ranged from 11,400 km
(over 18 days) to 70,000 Krfover 297 days) (Kaczensiyal. 2011),individualsmay wander

over much ofthe subpopulationrangeand be at risk from any illegal humiy outside of the
Offsets Landscape. It is therefore proposed to define the subpopulation range as Buffer Zone
for the Offsets Landscapevith activitiesundertaken within this buffer zon& reduce illegal
hunting. The eastern boundaryof the Buffer Zongshaded yellow in Figure 1§ the fenced
UlaanbaatasBeijing railway, the southern boundary is theostly fenced Mongoliag China
border and the northern and western boundaries are estimated based on expert opinion (P.
Kaczenskyin litt. 2011) supported ¥ satellitetagging, surveys and recent literature (e.qg.
Kaczensket al. 2008, 2010, 2011; Moehlmaet al. 2008). Recent genetic connectivity with
western subpopulations has been demonstrated (Kaczenskgl. 2011) but the Tavan Tolgoi

¢ Gashuun Sukhaibad may now act as a barrier. The boundaries of this Buffer Zone will be
revised based ooutcomes ofi KS LIN2 2S00 Qa Y2 plogragnd@ y3 | YR SJI

3.2.2 Which priority biodiversity values occur at which offset sites?

The aim of thisstep in the Gfsets design procesis to identify which biodiversity values
suffering residual impacts are to be found at which offset sites. Offset site selection and
project design aims to minimise costs and maximise gains to biodiversity by where possible
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designingprojects which lead to multiple benefits to different biodiversity values within a
single site or landscape. This is effective and integrated conservation management.

Most of the prigity biodiversity featuresaddressed byhe offsets strategy that haveesidual
impacts occur across extensiggeas of contiguous habitat and there are few clear boundaries
delineating candidate offset areaBotential boundaries includeurrent and proposed fences,
railways and busy roads, protected area boundariésternationally Recognised Area
boundaries andadministrative boundaries.Candidate areas for offset actions were defined
based on the Rio Tinto Offs&@uidance Notethe principles of the Business and Biodiversity
Offsets Program; and the specific criteria that offsets must ihimvthe range of tie Asiatic

2 A f R soltikedasfern Gobi sulpopulatiorQ & NIy 3 $rdtecte® dfehsintermafichally
Recognisedreas(of which only Important Bird Aredsave been identifiedn this region and
individual soums were consideredas candidate areas. Cdidate offset areas in the
neighbouring protected areas and soums appear to support sufficient quantities of all of the
priority biodiversity featuresaddressed by the offsets strategy that hawesidual mmpacts,
except perhap#siatic Wild Ass and Houbaradgard (Table3). ForAsiatic Wild As, the whole
range of itssouth-eastern Gobi sulpopulation should be considered as part of the Buffer
Landscape. For Houbarai®®ard monitoring may prove that additional offset sites, where
actions are undertaken to address illegal huntinged to be estblished outside Mongolia on

its migratory route Other biodiversity features not identified as Critical Habitat triggers or Rio
Tinto priorities are likely to be adequately conserved by the Offsets Strategy given their usually
large geographical range amdore secure conservation status, but this would require specific
research to corroborate.

The proposed Offset Landscape is composed of large landscape administrative units.
Some offset activities, notably improved rangeland management, will nedgk tiocused in
specific areas within the Offset Landscape. The choice of areas will be informed by stakeholder
consultation, project monitoring and evaluation and external processes such as The Nature
Conservancy'Bevelopment by DesigrGobi Region Landape Assessmeptroject
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Table 3:Priority biodiversity featuresaddressed by the offsets strategy eachpotential offset area

TOTAL OYU TOLCRDTENTIABIODIVERSITY OFFSET

POTENTIADFFSET LANDSCAPE | BUFFERONE | Outside
Mongolia
Small Gobi | Bayan- Ovoo| Khatanbulag + AsiaticWild Houbara
(A+B) SPA | soum Khuvsgul soun Asssouthreast | Bustard
(excl. Srall (excl. Small Gobi range migratory
Gobi SPA) | Gobi SPA) range
PRIORITY BIODIVERSITY VADRIFESSED BY THE OFFSETS STRATEGY
Eastern Gobi desesteppe + + + + -
Alashan Plateau serdesert + + + ? -
Mongolian Chesney ? ? ? ? -
Asiatic Wild Ass + + + + ?
Argali + + + + -
Goitered Gazelle + + + + +
Mongolian Gazelle ? ? + + -
Swan Goose + + + + -
Ferruginous Duck + + + + ?
Shorttoed Snakeeagle + + - - ?
Saker Falcon + + + + +
Egyptian Vulture ? ? ? ? ?
Great Bustard + + + + -
Houbara Bustard + + + + +
Relict Gull + + + + -
tFffFaQ {FyRINP + + + + ?
Mongolian Groungay + + + + -
Yellowbreasted Bunting + + + + +
Granite Outcrop Floral
Communities ? + ? ? -
Riverine ElnTrees + + ? ? -
Tall Saxauforest ? ? ? ? -
Total no. features present 17 16 15 14 4
Total area / kmh 18,000 7,000 21,000 >50,000 ?

+ = present
? = possibly present
- = absent
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4 Biodiversity o ffsets strategy

The aim of this section is to elucidate the development of the psajploffset projects based

on research and consultation to date, taking into account conservation experience in Mongolia
and the biological, social, political and economic constraints evident within the chosen Offsets
Landscape.

¢CKS FAY 27 ithofiseta strateg@iR A S NE&
4 achieve Net Positive Impact on biodiversity through the generation of gains in priority
biodiversity features to offset residual project los3es

It is proposed to achieve this aim through a series of six objectivesnamarsed in the dgical
frameworkanddetailed below

Reduced illegal hunting and collecting

Improved rangeland management

Reduced impacts of neproject powerlines

Strengthened Protected Areas

Raised bar inegional development

Srong enabling mechanisnestablished

Monitoring and evaluatioinforms adaptive management
Oyu Tolgoi capacityuilt

= =4 =4 =4 =4 -4 -8 =9

These objectives and their supporting activities have undergone a process of expert
consultation to determinghat they are the best available options. Given theopatate of
knowledge of ecological baselines and the limited number of analog@wsous conservation
initiatives no-one canbe absolutely certainas to whether these activities willctually
generate therequired offset gainsProject stakeholders wile aware that higher certainty of
outcomes requires significantly more research time than thersixth period made available

for development of this strategyHowever, expert opiniohis that these activitiesare indeed

the most appropriate actionsandwill generate gains as proposédnd indeedthere is the
potential for greatergains as estimates are precautionar§@ven theappropriate actions and

the proposedcontingencies irscale and resourcingt is thew . ! (i SpinigrQthat this
offsets strategy demonstrates theli SOKY A OF t ¥ S| & A aédghirddigai. 2 T
Following technical feasibilit the practical and political feasibility of these activitiesdan
outcomes can only be demonstrated throughstakeholder engagement processoutlined

in Section 4.3 and adaptive management during implementatiomhe outcomes and
compliance with lender requirements can only be assessed using a comprehensive Monitoring
& Evaluation ppgramme (Appendis).

:T Ulambayar & M.FernandezGimenez (Mongolian Rangelands Research Team, Colorado State University),
D.Sheehy (International Center for the Advancement of Pastoral Systerv®afs (World Bank Social Team), A.
Fire (Wildlife Conservation Society) dadBowenrJones (The Biodiversity Consultancy) at a rangeland management
expert workshop at World Bank, D.C. on 20 December 2011. Additional expert input was receilyhfrdrayar
Batbayar,Chimedochir Bazarsad, Suad Gombobaatar, Petra Kaczensky, Erdenesaikhan Naidansuren, Kirk Olson,
Dennis Sheehy and Ray Victurine.
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4.1 Logical framework

AIM

To achieve
Net Positive
Impact on
biodiversity
through the
generation
of gains in
priority
biodiversity
features to
offset
residual
project
losses

OBJECTIVES

RECOMMENDEACTIVITIES

OUTCOMES

KEY ASSUMPTIO

Reduced
illegal hunting
and collecting

Implement 5 Mobile Ati-Poaching
Units¢ 3 in the Offsets Landscape ar
2 in theBuffer Zone

Build capacity,esources and
networking of government institution
to increase prevention, detection anc
conviction rates of wildlife crime

Reduction in illegal hunting ¢
protected animals

Reduction in consumption,
trafficking and collection of
protected animals

Reduction in oveharvesting
of saxaul and other fuelwab
sources

Increased populations of
priority biodiversity features

Can achieve
reduced demand
as well as supply

Can recruit staff
with charisma and
power to enforce
law

Can overcome
economic, political
and community
vested interests

Reduce hunting of bustards migratin
outside Mongolia

Increased survival of bustarg
when away from offsets
landscape

Stakehatlers
support working
outside Mongolia

Improved Support herders to transition to morg Reduced degradation of OT able to establis
rangeland ecologically sustainable stocking rati rangeland by livestock leadir trust and facilitate
management . . to improved habitat quality |transparent conflic
Implement conservation incentive .
resolution around
scheme to compensate herders for . )
opDOrtUNity costs Increased populationfo probable tensions
PP y priority biodiversity features | between livelihood
Develop an alternative liveldods and conservation
LINEINI YYS (2 I &a]|Reduced disturbance to wild objectives
transition to a more biodiversity ungulates
friendly system OT able to reduce
o . . lIncreased wild ungulate these conflicts
Revitalise sountevel grazing planning . . .
. - Jpopulations through its social
to enable strategic decisions about L
X . livelihood
herder entitlements and ecologically
. . S programmes
appropriate stocking levels, in line
with national govenment polic .

9 policy Capacitycan be
built in soum
administrations

Reduced Install bestpractice bird flight Reduced bird collisions with| OT able to
impacts of diverters on norOT project powerlines negotiate
non-project |powerlines Fewer impacts on bustard |installation on non
powerlines populations OT irfrastructure
Strengthened| Implement protected area Improved management in | Protected area
Protected strengthening folSmallGobi SPA existing protected areas agencies willing to
Areas . - work with OT

Review management of Ergeliin Zoo L

NR andmportant Bird Areasand Improved sustainability of

. . offset actions Stakeholders

implement recommendations as

appropriate support

strengthened

Work with government to reviewand
reviseprotected area extent and
zoning

Protected Areas
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AIM OBJECTIVES RECOMMENBEDACTIVITIES OUTCOMES KEY ASSUMPTIO
To achieve |Raised bar in| Champion theneed for, and benefits | Agreement to cooperate Regional
Net Positive| regional of, sustainable and biodiversity Stakeholders
Impact on |development |friendly regional development Adoption of common support regional
biodiversity | helps sustain - ) - standards and actions for | planning
. Facilitate collaborative regional o . A
through the | gains : . . | biodiversity conservation
: planning e.g. via the Southern Gobi : .
generation . . across the region OT able to facilitatg
L Regional Development Council .
of gains in effective
priority Reduced impacts on collaborations
biodiversity population connectivity of
features to wild ungdates and bustards
?:;ial Strong Establish longerm financing Funding to resource ongoing Stakeholders agre
roiect enabling mechanism management of the Offsets |on financing

bro] mechanisms Landscape in perpetuity mechanism
losses .

establidhied

Implement a Stakeholder Engagemée{ i I { SK2f RS NA
Plan biodiversity offset ofectives
and actions

Monitoring Design and implement M&E system | Dynamic, resultslriven Capture of

and guantify losses and gains and feed if management system adequate data is

evaluation adaptive management improving over time technically feasiblg

informs

adaptive Demonstration of corpliance

management with NPI requirements.

SufficientOyd. dzZA f R h ¢ Q& A y (i S NJOT technically able to mana{ OT effectively

Tolgoi promoting, managing and most offsets actionsi 10-20 |establishes and

capacity implementing the Offsets Strategy |years time invests in its team

4.2 Reduced illegal hunting and collecting
Recommendedictivities:

T

Implement5 Mobile AntiPoaching Unitg 3 in the Offsets Landscape and 2tive Buffer Zone

9 Build capacity, resoues and networking of government institutiorie increase prevention,
detection and conviction ratesf wildlife crime

1 Reduce hunting of Houbara Bustards migrating outside Mongolia

Outcomes:
1

f
1
f

Assumptions:
1 Can achieveaduced demand, as wellssupply
1 Canrecruit staff with charisma and power to enforce law
1 Can overcome economic, political and community vested interests

Reduction inillegal huntingof protectedanimals

Reduction irconsumption, trafficking and collection pfotected animals
Reduction in oveharvesting of saxaul and other fuelwood sources
Increased populations of priority biodiversity features

The primary threat to the survival of Asiatic Wild Ass, Argali, Goitered Gazelle and Houbara
Bustard is illegal hunting. An estimated 4,500 Asidfild Ass are hunted annually in Mongolia
(Wingard& Zahler 2006) out of an estimated total 7,51319,309 in Mongolia (Lhagvasuren
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2007), which is unsustainable and would lead to the species' extirpation (Moehletaa.
2008). Total numbers of Argati Mongolia appear to have declined from about 60,000 in 1985
to 13,00015,000 in 2001 (Amgalanbaatar al. 2002). Hunting levels are less well known for
Goitered Gazelle. Houbara Bustard are currently primarily hunted in theibreeding range
outside of Mongolia, where declines in some areas have reached 30% per annum (Tetireng
al. 2005).Pratt et al. (2004) attributed rising levels of illegal hunting in Mongolia to the rising
market value of game animals in Asian markets, coupled with decliningathmf living of
many Mongolians during the transition to a market economy.

¢KS az2y3d2fAly W[lIg 2y Cldzyl Q LINRPKAOAGA Kdzyi
Asiatic Wild Ass, Argali, Goitered Gazelle and Houbara Bustard except under licence
(SWILX SYSy Gl NE ¢SOKyAOL € Ly 2 NXI (A Qoyiventioor) @ a2
LYGSNYyFraAz2yrt ¢NIRS 2F 9yRIYy3ISNBR {LISOASaQ ¢
in Appendix | species includirgsiaticWild Ass, and regulates trade irpgendix Il species
including Argali and Saker Falcon.

The following priority biodiversity features are predicted to have residual impacts from
increasing illegal hunting or collecting by the increased numbers of people moving to the
Khanbogd area but natirectly employed by the Oyu Tolgoi project:

9 Asiatic Wild Ass, Argali, Goitered Gazelle, Great Bustard and Houbara Bustard are hunted
illegally for parts, meat and sport

1 Argali are hunted legally and illegally for sport

9 Saker Falcon are collected legahd illegally for falconry

9 Saxaul trees, the key species in Tall Saxaul Forest habitat, are collected largely illegally for
firewood and timber(but local subsistence is allowed)

4.2.1 Implement five Mobile Anti -Poaching Units
Mobile Anti Poaching UnitsMAPU) is the model used withsignificant success and
recommended byWWFin Mongolia Based on WWF experiendg,is estimatedthat at least
two MAPUs will be needed in the Offsets Landscape but given the crucial importance of their
success, the risks inrms of personnel needs, and objections from vested inteyeistis
suggested that grecautionaryapproach is taken such thahree MAPUsare planned and
budgeedfor. An additional two MAPUshouldbe planned and budgeted for the Buffer Zone.

MAPUsare staffed by government employees bshouldwork closely withan independent
institution, probably a nofgovernment organisatiorwhich the project would fund directly, as

well aswith the State Specialised Inspection Agency, border police and other kégspat
national level and regional levellhe primary focus should be upon illegal huntirg priority
biodiversity species (i.e. Asiatic Wild Ass, Argali, Goitered Gazelle, Mongolian Gazelle, Great
Bustard and Houbara Bustard). Work should also foculegal collecting of Saker Falcon and

Tall Saxaul Forest. A limited number of Saker Falcon nestlings are collected annually for export
under licence from the national government but it is suspected that higher numbers are
illegally collected. Collectioof saxaul for domestic firewood is a traditional practice but there

are increasing reports of illegal collection for commercial i&PUs should be implemented

as a package of field and intelligence gathering activities including field patrols, rewards,
market patrols, informant networks, hotlines and support to government agendetivities
willinitially¥F2f ft 2¢ GKS oFaA0 Y2RSft |yR GUKS tSaazya
et al.2006) including:
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1 Agreement with the State Inspection Agency Ktinistry of Nature and Environment)

for the Oyu Tolgoi project to supplgossibly via an NG@chnical guidance,

equipment and finance, but not direct employment

Startup investment including vehicles

Ongoing investment of salaries and running costsluding incentives for informants

and telecommunications

1 Operation through large network of volunteers and informants including local
communities, groups, clubs, authorities, local authority rangers, protected area
rangers and poligeof which informannetworks are likely to be the most effective
Specific work with the Border Guard, police and judiciary

Increasing awareness of conservation issues and laws, including creative means such
as festivals or theatre

Patrols and investigations in areas with seigjed illegal hunting and markets

Publicity and press exposure

Support for the judicial process and funds to support prosecution

Sharing income from fines with informants and local authorities (as already legislated)
Advance theserewards to maintain motiation if cases are slow to progress through

the courts.

1 Development of incentives fdrerdersco-existing withbiodiversity

= =

=a =

= =4 =4 =4 =9

Given the potential conflicts with the vested interests of people and institutions complicit in
illegal hunting, theMAPUswvould need towork closely with Oyu Tolgoi project and
independent social scientists to ensure that the communication and implementation of these
activities are undertaken in a culturally appropriate manner.

4.2.2 Build capacity, resources and networking of gover nment institutions to increase

prevention, detection and conviction rates  of wildlife crime
Although the primary activity is to operate through MAPUse police, bor@r service,
prosecution serviceand judiciaryrequire supportto increase prevention, dettion and
conviction rates for wildlife crime in theouthern Gobiregion The new Environment
Department in the National Police Feercould be involved, once stakeholder engagement has
generated a more detailed needs assessment and plan of action. dgpsrs could include
training, capacity buildingand possibly paymentfor some additional operational costs
Payment of operational costdf deemed appropriatewould necessarilype done with caution,
based on a transparent needssessment, through andependent institution, and demanding
transparent accountability. Of equal importance is the need to build networks between wildlife
crime enforcement agencies.

4.2.3 Reduce hunting of bustards migrating outside Mongolia
The Net Positive Impact forecastpf@endix 5) concludesprecautionarily,that impacts of
indirect habitat loss oHoubara Bustard and Great Bustargy not be adequately offset by
improved rangeland managemenGains maypossibly e generated by improwkrangeland
management but the impastof differentmanagement on bustard populations are very poorly
known and requireresearch.lt is proposed to undertake specific reseamfhHoubara Bustard
breeding productivityin habitat under different management regimas Oyu Tolgoi, probably
in the Galba Gobi IBA which supports relatively high populations.
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Given the lack of evidence for populatigimins from rangeland managemerd necessary
precautionary approactwould beto undertake additional offsets for these species. These
offsetsshould redice huntingwhen these migratory birds ameutside ofthe Oyu Tolgoi areas
thisis the primary threat tdhe individual birdausing the Oyu Tolgoi areReduction of hunting
of Great Bustards could be implemented by supportigonservation projectcurrently
operational for Great Bustardsin northern Mongolia which includes thosdhat migrate
through the Oyu Tolgoi area. Thisuld be supplemented by supporting the ongoing satellite
tagging research to elucidate the migration roytesriod and exact kation of migratory stop
offs of Great Bustardsn the Offsets Landscapéand hence whether improved rangeland
management is creating gains for this spec&sil to investigate potential mortalities when
satellite tagsbecomestationary or lostand hencebetter quantify residual losses and external
threats).

For Houbara Bustardshere is asignificantrisk of failureof offsets outside Mongoliawing to

the sociopolitical challengs of working in thecountries involved. Mst Houbara Bustards
breeding n Mongolia and Chinanigrate through Ka#dnstan and central Asian states, and
winter south to Iran tdPakistanlCombreatet al.2011; Tourenget al. 2004; Judaset al. 2006),

and most Great Bustards winter in Chirf#l. Kesslerin litt. 2011; IUCN 201} Results of
satellite telemetry from Houbara Bustards elsewhere in Mongolia has indicated the migration
and wintering sites illustrated in Figurdg-18 in the Supplementary InformatianThe exact
migration routes, migration stopffs and wintering grounds oihdividual bustards at Oyu
Tolgoi isuncertainand shouldbe researched with standardised satellite telemetry.

The primary offset activity for Houbara Bustard wouldtbénitiate actions to reduce the level
of huntingon the migration grounds of the hbara Bustards breeding around Oyu Tolgoi. If
this proves too challenging or unsuccessful, the projeely also invest inretro-fitting bird
flight diverters to powerlines in Houbara Bustard habitat elsewhere in Mong@aliadditional

to the retrofitting planned to offset the impacts of the Oyu Tolgoi powerlind$)e budgefor
this action isprecautionarilyaligned witha higher budget for retrefitting enoughadditional
bird flight divertersto generatethe required gains

In summary,activitiesthat could be undertaken to offset impacts of illegal hunting on Great
Bustard and Houbara Bustard include

1 Research the breeding productivity of Houbara Bustards in areas with different
rangeland management regimes

1 Support the satellite trackng of Houbara Bstards to elucidate their migratioand
causes of mortality

9 Initiate actions to reduce hunting on the migratory and/or wintering grounds of
Houbara Bustard

1 Support the satellite tracking of Great Bustards to elucidate their migratiorcanges

of mortality

Support the conservation project for Great Bustards in northern Mongolia

Budget forretro-fitting additional powerlines in Mongolia

=a =8
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4.3 Improve d rangeland management
Recommendedctivities:

1 Support herders to transition to more ecologically siisable stocking ratios

9 Implement conservation incentive scheme to compensate herders for opportuostg c

9 Develop an alternative livelihoods programme to asssS NXR 8Sadition to a more
biodiversityfriendly system

i Revitalise sounfevel grazingplanning toenablestrategic decisios about herderentitiements
and ecologically appropriate stocking levels, in line with natigoeérnment policy

Outcomes:
1 Reduced degradation of rangelany livestock leading to improved habitat quality
1 Increased population gfriority biodiversity features
1 Reduced tturbanceto wild ungulates
1 Increased wild ungulate populations

Assumptions:

1 OTableto establish trust and facilitate transparent conflresolution around probable tensions

between livelihood and conservation objectives

1 OT ableao reducetheseconflictsthrough itssocial livelihoogprogrammes

1 Capacitycan be built in soum administrations
Domestic livestock graze the natural vegetatamross almost all of the southern Gobi region,
causing some degradation in habitat quality by localised -gvezing and tramplingas well as
smallscale infrastructure developmeraind related disturbance to wildlifé.e. wells, fences,
vehicle tracksshelters, and feed or cropland production; Sheeltyal. 2010) Many priority
biodiversity species occur at lower population densities in degraded habitat. Restoring habitat
guality through improved rangeland management could generate gains for Speses

The degree of ovegrazing across open rangeland is unclear given the many different
assessment methods. Moreover, the availability of graze is primarily determined by rainfall
rather than livestock numbers, and thus varies between years irrespedttilveestock grazing.
However, there seems to be a general consensus among herders, government officials, donor
institutions, and the public that Mongolian rangeland has been degraded, and continues to
degrade, from a combination of livestock overuse amzteasing climatic aridity (Sheehy al.
2010). For instance, across 27 plots in Galtai between 19972008, plant species present in
1997 had declined by 33%, grasses and forbs decreased most on winter and summer pastures,
vegetation cover and planttier decreased, and plants preferred by livestock declined on all
seasonal pastures (Sheeky al. 2010). The State Inspection and Certification for Pasture
Quiality of 2010 classified 330 ks slightly degraded and 14,370 4@s moderately degraded

in Khanbogd sounbut this conclusion is not universally support@@amdin 2011). A baseline
assessmenbf livestock and rangeland around the Oyu Tolgoi project site suggested that the
area was ovestocked. However, in a different report, about 50% of the edagd in four bags

in Khanbogd soum was considered to be unrgieized because it is too far from water sources
for grazing by sheep (Mongolian Society for Rangeland Management Z0i®number of
livestock in Khanbogd soum is increasing, especially goalssheep (Figur®), however
numbers crashed during th2010dzud Horses compete for similar foodstuffs as Asiatic Wild
Ass, and sheep and cattle compete the least (Shetlay. 2010). This indicates that returning
livestock speciesratios towvards those maintained by the government collective pt®90
would most benefit the Asiatic Wild Ass (D. SheeHitt. 2011).
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Figure 6 Livestock numbers in Khanbogd soum (Mongolian Society for Range Management 2010)

The majority of the OffsetLandscapehas the grazingresources ofPy Sy dzA £ A 6 NR& dzY Q
desert, but someis relatively g S G (G SNJ WS |j dzteppe babifatdBUdibrilimSg¥aking
systems arecharactersed by relativelystable climates andconstant plam production levels
enablingconventionalrangdand managementsystemswhich balane@ grazing pressuravith
plant growth Nortequilibrium grazing gstemshave consistentlyerratic timing and area of
precipitation which has much greater impacis on vegetation than do grazing impacts
Therefore i non-equilibrium environments vegetation shows less response nitanagement
manipulations and improvements imangeland habitat qualityare most likely to be achieved
in wetter equilibrium habitat.Actionsto improve rangeland managemeshould be directed
to these habitatsince theysupportmore sustained grazing pressusad are more importan
to both wildlife and livestockluringdroughts or dzuds (D. Sheehy, BernandezGimenez& T.
Ulanbayampers comm2011). If monitoring shows thathe required gaingn habitat quality are
not being achieved, the Offsets Landscape g have to be extendedr shiftedto include
wetter equilibrium areas to the east.

Reduing competition between herders and wildlife by trying to reduce overall tves
numbersis cially complicated (R. Mearpgrs. comm2011) It is probably more pragmatic,
feasible and beneficial tdocus on altering the livetock composition ratios by reducing
numbers ofgoats (which are less selective in what they aatl hencemore destructie) and
increasing numbers atheep.Goats have becomiavoured oversheepbecause they are better
able to survive dzuds and drought (probably because of their greater ability to browse pushes
and perhaps because of wootaéhmere) pricesThere is anopportunity to restore the
preference forsheepas sheepmeat is currently increasing in popularity and national policies
such asviongol Malencoura@ reducedgoatnumbersto address ovegrazing and encourage
productionof quality products

Competition between livestock and wild animalround the limited water sources is often
greater than competition for grazing. M ungulatesare alsooften disturbed intentionally and
unintentionally by livestock and people away from water sources. Competition isegreat
during droughtsor dzuds Direct activities are needed to reduce this competition and
disturbance The Offsets Plaocould define an absolute limit to the number of old wells or other
water sources which can be rehabilitated where there is a clear herded but low risk of
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adverse biodiversity impactSuch astrategy should clarify that it will not open up any new
wells.

Improved rangeland managememould be achievedby a range of activitieswhich are
discussed in more detail belomcluding:

1 Creaton ofan assured local market feheep meaife.g. the Oyu Tolgoi projebuying

meat for its employees

Provision of husbandry, veterinaand marketing support

Implement conservation incentive scheme to compensate herders for opportunity

costs

1 Developl y It SNyl GAGS tABStAK22Ra LINRPANIYYS
biodiversityfriendly system

1 Revitalise sountevel grazing planning

T
T

Many of these actiongould best bepackaged into aegionalbiodiversityfriendly business
strategydesignel during thestakeholderengagementand management planning proced3sis
may includewildlife-friendly grazing plandor various administrative levels, and integration
with other regionallivestock and businesplans. Input would be needed from amulti-
disciplinary teamwith expertise inlivelihoods, social aterprise and rangeland ecology. It is
emphasised that th conservation and livelihood objectives need to dmdressedwithin a
business frameworkActivities may include resource use mapping at adragot ail levelThe
outcomewould necessarilype anegotiaed 'deal' with localherdersthat incentivises them to
transition to more sustainable biodiversifsiendly operations withdecreased overalyjraing
levelsand increased herder incomes

Given the competition between livestock and wild ungulates for food and water, it is accepted
that there is likely to be some potential for conflict between the objectives of rangeland
management for biodiversity conservation and traditional livelihoods. Abrmof stepscould

be taken to minimise and mitigate this potential conflict. First, all actgmmildbe subject to,

and revisedthrough extensive consultation with herders. Second, herdgrsuldbe given an
opportunity to og out of, or into, these a@ns during consultationsThird, actionshouldbe
aligned where possible with relevant ongoing national and international programmes and
AYAUGALFGAGSad ¢KSaS AyOfdzRS GKS 22NIR . IylQa
32 IS NY Y Sy i Qawhiah2ajfd 2of prevertt bvegrazing. Fourth, actionshould be
focussed on wiswin scenarios such ggomoting livestock quality over quantityifth, there
shouldbe a system of incentives to compensate for losses to any herders incurring opportunity
losses through offset actions. Finally, the transition to more biodivesSigndly livelihoods
shouldbe assisted through an alternative livelihoods programme.

Based oncomparisons withthe German developmentQTZ project which generated 15%
relative increae in plant biomass through improved rangeland manager(ldasset al. 2010)
a precautionary estimatés made of half of this 1.5% improvement inrangeland habitat
quality overjust 10% of theOffsets Landscapg.e. assuming it is not politically ordenically
feasible to implement rangeland management over the whole landscape).

Given these potential conflicts, ¢se responsible for delivery of the improved rangeland
management activitiesvould need towork closely with Oyu Tolgoi project and indepent
social scientists to ensure that the communication and implementation of these activities are
undertaken in a culturally appropriate manner.
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4.3.1 Support herders to transition to more ecologically sustainable stocking ratios
The Oyu Tolgoi project stld buy quality sheep meat for its workforce from local herders. This
market should encourage sheep over goats andpghaduction ofquality livestockrather than
the current trend towards larger numbers tdwer-quality livestock.The Oyu Tolgoi project
should also address theurrently inadequatetechnical lusbandry and veterinary support,
supply of good stockyinter forage crops nutritional supplemerg and access tonarkets and
organisation ofherder communitiesHerderspreferring to keep some goatshould also be
encouraged to have lower numbers of betgumality animals as this improves wool (cashmere)
yields The herder community shouldoe encouraged t@im for a 2:1 sheep to goat rati(D.
Sheehy pers. comm. 2011)

4.3.2 Implement conservation i ncentive scheme to compensate herders for opportunity

costs
Community consultatiorshouldbe undertakento identify any needto compensa¢ herders
incurring costs as they transition to more wildHféendly rangeland managementransitions
to more sustinable biodiversityfriendly livelihoods may involve opportunity losses such as
reducedlivestock numberssale of goat wool (cashmere) or tolerance of wild ungulates at
water sources and on prime grazing land. Compensation could be givenarasus
consewation incentives including direct payments households community payments or
non-cash benefite.g. education or healthcar&here is also a need fan emergency fundb
be made available for basic necessitiat times of climatic and economic stresBhese
incentives may also engenderpasitive attitude to other aspects of the offsets strategyhe
conservation incentivaystemshouldbe designectarefully based on community consultation
andlearnings fromother analogous programmes avoid the cretion of perverse incentives
to avoid raisng expectationsand to align with all other Oyu Tolgoi project biodiversity and
social actions.
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more biodiversity -friendly sys tem
The Oyu Tolgoi project shoulthplement an alternative livelihood activities programme to
enable sustainable development alongside conservation incentivégble alternative
livelihood activitiesshould be developedn consultation with local stakehaérs and taking
account of lessons from analogous development projdexamples could includeancing for
environmenally-friendly small and medium enterprise developmemhe aim here should be
to exceed mere compensation for opportunity costs, anduees measurable improvement in
local livelihoods.It would be critical to link support for all income generating and employment
activities directly to conservation.

4.3.4 Revitalise soum -level grazing planning to enable strategic decisions about herder

entittements and ecologically appropriate stocking levels, in line with national

government policy
The Oyu Tolgoi project should revitalisasting sourdevel grazing planning bodieghich are
charged with controlling herding at local level, bare usual ineffective. Thisshould be
explicitly aligned withgovernment initiatives like Mongol Mal which aim to prevent ever
grazing,to provide Mongoliarderived way of limiting overall stocking level$his work could
potentially belinked tothe PasturelandJser Groups thathe Oyu Tolgoi projectogialteamis
establishing and should definitely work in close conjunction with the afore mentioned groups
ensuring that their objectives are fully compatible.
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4.4 Reduced impacts of non -project powerlines
Recommeaded Activities:
9 Install bestpractice bird flight diverters on ne®T project powerlines

Outcomes:

1 Reduced bird collisions with powerlines
Fewer impacts on bustard populations

Assumptions:
1 OT able to negotiate installation on n@iT infrastructure

The best likefor-like offset for theresidual impacts obird collisions withthe Oyu Tolgoi
LINE 2 Righiolisie transmissiorlines is mitigation of similar powerlineswithin areas of
similar population densities of susceptible priority biodiversitytdess elsewhere in the
southern Gobi regionGiven the lack of baseline data on population densibédHoubara
Bustards and other susceptible priority biodiversity features and collision rates around the Oyu
Tolgoi powerlines,he residual impacts of calons cannot be quantifiednstead, the residual
impactis expressed as a formutzased on a baseline collision rateydfirds/km. Assuming that
mitigation is60%successfylwhich waghe least successfute in a review ofthe impacts of
powerlinemitigationson bustards in South Africa (Jenkigisal. 2010),then the residual losses
would be 0.4 birds/km. The Oyu Tolgoi project is currently planning 95 km of -hatacge
transmission lines, meaning astimated residual loss of $&irds. To offsetthese losses,
similar mitigationshouldbe retrofitted to zkm of nonproject power transmission lines where

* 0.6* y = 38/, orz= 64 km.This assumes a similar population density of priority biodiversity
features in the offset area. The Oyu Tolgoi pobjshould monitor either the population density
or the collision rate b priority biodiversiy species around both thémpacted and offset
powerlines. If the baseline collision ratesdanenceoffset gains are lower at the offset site,
then additional legths of powerlines will need to be mitigated to ensure a net positive impact.

The offset actiowould beto install or retrcfit the same mitigation measures used on the Oyu
Tolgoi project power transmission lines. These are detailed in Section 6.1ppehdix 3
(Biodiversity Impacts and Mitigation Actions) and are, in summeltgrnating flappeitype

flight diverters and large spirals, alternating contrasting colours, at a frequency of at least one
of each every 1020 m i.e. one devicat leastevely 5-10 m Slight changes in design may be
necessary for different powerline configuratioriBhese will require ongoing maintenance to
repair or replace damaged diverters.

It was assessed th#te Oyu Tolgoi project lowoltage and mediunvoltage power ditribution
lines would have no significant residual impacts on priority biodiversity features (Appendix 3
Biodiversity Impacts).

The keyassumptia for this activityis negotiating access to install and maintain diverters on

non-project powerlines in aras with similar population densities of priority biodiversity
features (notably Houbara Bustards)
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4.5 Strengthen ed Protected Areas
Recommendedctivities:
1 Implementprotected areastrengthening for Ball Gobi SPAA & B
1 Review managementof Ergeliin Zoo NRand Important Bird Areasand implement the
recommendationsas appropriate
T Work with government to reviewand reviseprotected area extent and zoning

Outcomes:
1 Improved management in existimmgotected areas
1 Improved sustainability of offset aots

Assumptions:
1 Protected areagenciewilling to work with OT
1 Stakeholders support strengthened Protected Areas

The Oyu Tolgoi project is committed to work in the Small Gobi SPA as an offset for the road
upgrade to the Gashuun Sukhait border crossthg SPA. The lenders require thatL y
circumstances where a proposed project is located within a legally protected area... the client
will... implement additional programs, as appropriate, to promote and enhance the
conservation aims and effective managemefthe area'L Y G SNY F G A2yl £ CAyl yC
Performance Standard 6; European Bank for Reconstruction and Development's Performance
Requirement &

Mongolian protected areas are, and are likely to continue to be, underfunded. Mongolia has
rapidly expanded itsprotected areasnetwork, but without an increase in the capacity and
finances to manage the new reserves (John&a@eading2003; Readinget al. 1999). Recent
figures indicated that Mongolia invested only US$2/kmprotected area managemen well

below the mean among developing nations of US$125%km m con NJ Yy ISNAE LI NP f
20.7 million ha ofprotected areasand one ranger per soum patrolled the rest of the nation
(Anonymous 2003 in Readirgal.2006). The Small Gobi SPA hasammual budget of $20,000
excluding staff costs (Bold pers. comm. 2014)addition tothe work within the Small Gobi
SPAmandated by lender requirementthe Oyu Tolgoi projecthould also look timprove the
long-term security of tenure for conservatiogains across the whole Offsets Landscape. This
includes activities to strengthen the Small Gobi SPeliin Zoo Nature Reserve (designated
for geological not biodiversity conservation) and the Galba Gobi and the Borzon Gobi
Important Bird Areas (whichra the only Internationally Recognised Areas identified in the
Offsets Landscape)t should also reviewegal and otheropportunities to extend these
Protected Areas and improve the lotgrm security of tenure for conservation gains across
the Offsets Ladscape.

A specific risk tgotential conservation gaingion through effective implementation of offset
activitiesis the possibility of current mining exploration leagesich cover most of the Offset
Landscapgbeing converted int@actualmine exploréion and operation.The key assumptions
are that protected area authorities willingly work in partnership with the project to both
review and strengthen protected area management, and that stakeholders support
strengtheningof tenure for conservation. Thask that stakeholders, particularly traditional
herders, do not support stronger tenurghould be addressed bymplementing an ongoing
programme & community awareness so that all decisions are baseéutbrknowledge of the
short- and longterm implicatons.
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4.5.1 Implement protected area strengthening for S mall Gobi SPA (A & B)
The Oyu Tolgoi project is committed to work in the Small Gpéci8l Protected Area (SP#9
an offset for the road upgrade to the Gashuun Sukhait bordleich crosseshe SPABuffer
Zone. The primary impacts on the SPA are illegal hunting and-grsing by domestic
livestock.Although established as a protected area, summer grazing camps are authorised and
volunteer rangers are renumerated by allowing them to graze liveswithin the SPA. A
NEOSy il addzReée &adz33SaidSR GKIG GKS {t! O2dzZ R
dzy AG ' m aKSSLI 2NJ mom 3F21 G 2N ndu OF YSE 2NJ
along the state borders, and thggazing opporturty attracts herders from outside Khanbogd
soum(Damdin 2011)Anygrazing ofivestockmayto lead to exclusion of wild animals such as
Asiatic Wild Ass and gazell@he SPA has a management plan which was reviewddne
2011 (Bold& Olsonin litt. 2011). Thisguideswhere the project can assist the park authorities
to improve its conservation efficacy, including:

needs assessment of the park and staff

revie staffing levels, responsibilities and training

build technical and management skills of staff

re-zone including betteregulation of livestock grazing

baseline surveys and monitoring of biodiversity and threats to biodiversity
reduce illegal hunting and improve rangeland management as conducted outside the
Protected Areas

restore cultural linkstraditional knowledge andelevantmanagement practices
promote tourism

engageBuffer Zonecommunitieswith offsets actions ioth Protected Area andider
Offsets Landscape

1 pay salaries to volunteer rangers in exchange for them not grazing livestock

1 workwith Border Guard to help conserve biodiversity in the SPA

9 develop sustainable financial income

=A =4 =4 =8 -8 =9
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All activitiesshould be undertaken based on close consultation and partnership with the
relevant government authorities.

4.5.2 Review management of Ergeliin Zoo NR and Important Bird Areas , and

implement the recommendations as appropriate
The only significant formal protected area in the Offsets Landscape aside from the Small Gobi
SPA is the 60,900 ha Ergeliin Zoo Nature Reserve, but this was establighadlypifor
geological, not biodiversity, conservatidargeliin ZodNRmay suffer some secondary impacts
from the project. The management dErgeliin Zod\NRfor biodiversity conservatioshouldbe
reviewedand recommendations of these reviews implementad appropriate. It may not be
appropriate to implement recommendations which do not directly contribute to the fmmm
sustainability of conservation outcomes in the Offsets Landscape.

There are twolnternationally Recognised Arean the Offsets Larsdape: theGalbaGobiand
Borzon Gobimportant Bird Area (Batbayar& Natsagdorg 2009)As Important Bird Aresa
they haveno legal government recognitioar protection status Currently, thereghey have no
managementplan or management activitiesThe Oyu Tolgoi poject could look towork with
the BirdLife International national partner, the WildlifeScienceand ConservatiorCenter of
Mongoliag to develop management recommendationfor the IBAs Management
recommendations should be implemented where theycontribute to the longterm
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sustainability of conservation outcomes in the Offsets LandscResults from monitoring
across the Offsets Landscapeuld alsobe used to revievthe boundaries of thesémportant
Bird Area which arecurrently based onlimited data onabundance of Houbara Bustards
extrapolated from very limited baseline data and topographic surrogates of suitable h@bitat
Tordoffin litt. 2011).

4.5.3 Work with government to review protected area extent and zoning, and

expand as necessary
The longterm sustainability of the offsets gains would be improved if the tenure or-lzsel
status across the Offsets Landscape was amended to incorporate conservation objectives.
Tenure doesot need be in the form offormal reservesas such tenuremay have limited
support from local stakeholderglternative models such as communhligsed local protected
areas should be considered. Lessons can be learneddtioen organisations such &se Snow
Leopard Trustwhich have been workingwith the Goverment of Mongolia to establish
commurity-based local protected areaé. full review of options is, however, required as part
of the broaler offsets management planning proces$his reviewshouldconsider the range of
legal opportunitiesand theirstakeholakr acceptability.

The zoningand boundarief formaly protected area, notably the Small Gobi SPZould be
reviewed based on stakeholder consultation to improve its conservation efficacy, notably for
sustaining priority biodiversity featuresncreasedsecurity of tenure is most important for
areas that support high populations of priority biodiversity features, notably Asiatic Wild Ass
and Houbara Bustard&Expanding Small Gobi SPA B towards the north and east to include more
of the core zone of the lgest world population of Asiatic Wild Ass may be an effective
conservation action if stakeholder support can be generatddeds and challenges for
expansion of the Mongolian protected areas network have recently been reviewehimed
Ochiret al.(2010)

4.6 Raised bar in regional development helps sustain gains
Recommendedictivities:
9 Champion the need for, and benefits of, sustainable and biodiveirditydly regional
development

9 Facilitate collaborative regional planning e.g. via the Southerni ®egional Development
Council

Outcomes:
1 Agreement to cooperate
1 Adoption of common standards arattions forbiodiversity conservation across tinegion
1 Reduced impacts on population connectivity of wild ungulates and bustards

Assumptions:
1 Regional stkeholders support regional planning
1 OT able to facilitate effective collaborations

Perhaps the greatest risk to the sustainability of biodiversity gains is the impact of potential
future development. This is a particular risk for the Khulan or Asiatid s which would be
susceptible to population fragmentation by poodgsigned roads and to illegal hunting by
increased human populations. Given that Asiatic Wild Ass in particular require vast
geographical ranges in order to find forage and water initregular and extreme climate, any
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across the southern Gobi region. In the worst scenario, these losses could lead to the
extirpation of this sukpopulation seh that it also becomes lost from the Oyu Tolgoi area
despite besfpractice conservation around the mine site. This BBkuldbe addressed by the

Oyu Tolgoi project4tising the baRfor the biodiversity conservation standards of new
development acrosshe southern Gobi region.

The Oyu Tolgoi projecthould become the model for infrastructure mitigation best practice
and thenit shouldpromote this model There are few precedents for this approach in Mongolia
and the Oyu Tolgoi projectvould have to imovate and adapt its approaches based tbe
leadership and ownershipf managementThe key assumptions are that regional stakeholders,
especially governmental institutions, are supportive of improved standards, and that Oyu Tolgoi
has the influence ancadership to facilitate effective collaborations.

4.6.1 Champion the need for, and benefits of, sustainable and biodiversity -

friendly regional development
The Oyu Tolgoi projecthould clearly articulate theneed for sustainability and biodiversity
friendly principles to be integrated into regional development planning, standards and
practices. Itshould analyse the business case and drivers for hatidertaking andeading
regional biodiversityfriendly development. It theshouldchampion these standards ensure
longterm sustainability of its biodiversity activities and to benefit from the reputational gains.
The Oyu Tolgoi project should consider using thel& Asiatic Wild Ass as\agshiftior both
sustainable traditional lifestyles and biodigity conservatior{BowenJones & Entwistle 2002)
given that traditional herders viewthe speciespositively (Sheehyet al. 2010) but its
conservation requires regional leadership

4.6.2 Facilitate collaborative regional planning e.g. through the Souther n Gobi

Regional Development Council
The Oyu Tolgoi projecshould facilitate the integration of sustainability and biodiversity
friendly principlednto regional development. The keytsavoid as many impacts as possible.
Unavoidable impacts need begtactice mitigation as implemented at the mine site and
championed by the Oyu Tolgoi project. This includes designing and-fitétrg wildlife
underpassesunder unavoidableroads installing bird flight diverters on power transmission
lines, potentially reducing fendng along railways and actions to combat increases in illegal
hunting.

These standards need to be integrated inémional planninghrough close collaboration with
planning and development authoritieand forums such asthe Southern Gobi Regial
DevelopmentCouncil (which may need revitalising). One opportunity for institutionalising
higher standards is through strengthening existing EIA procedures.

One activitythat would further improve the sustainability of biodiversity gains ageherate
significant reputational gain would be to facilitatiee population connectvity of Asiatic Wild
Ass across the Ulaanbaateijing railway. This would enable animals to move mt7,000
km? of land eastof the railwayfrom whichAsiatic Wild Askave ben extirpated Thiswould

also benefit Goitered Gazelle and Mongolian Gazelieh attempt to cross bubften becorre

entangled in fenceand die The World Bank is currently investigating the ecologicalsawio

economic opportunities to remove fencesoa stretches of the railway.déitional actions
might be required to addresiegal hunting and other threats east of the railway.
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4.7 Srong enabling mechanisms established
Recommendedictivities:
9 EstablisHongterm financing mechanism
1 Implement a Sikeholder Engagement Plan

Outcomes:
1 Fundingto resourceongoing management of the Offsetandscapi perpetuity
T {GF1SK2f RSNA ¢+ NB 2F he¢Qa O0A2RAGSNEAGE 2FFas

Assumptions:
1 Stakeholders agree on financing mechanism

A range of supporting activitiesis needed to ensure effective design, management,
implementation and adaptation of the offsets strategy. Two crucial processehiginighted
here: a funding mechanism and stakeholder engagement plandetailed inSection6, the
Oyu Tolgoi projectwill need a longterm financing mechanismo ensure the financial
sustainability for its Offsets Programme&he Stakeholder Engagement Plam discussed in
Section 5

4.8 Monitor ing and evaluation informs adaptive management
Recommendedictivities:

1 Designand implement M&E systento quantify losses and gains and feed irddaptive
managemen

Outcomes:
1 Dynamic, resultglriven managemensystemimproving over time
1 Demonstration of compliance with NPI requirements

Assumptions:
1 Capture ofadequate data is technically feasible

Details of the monitoring and evaluation (M&E) needs are detailed in Appendix 6 (M&E). The
M&E shouldbe designed as an integral component of all offsets activities. M&E is needed to
guantify the results of offset d@ions so that losses and gains can be measured and analysed.
These results then need to be fed back into the offsets strategy as adaptive management.
Adaptive management is a dynamic system of using monitoring results to ensure incremental
improvements inoffsets activities. Monitoring esults are also crucial to measure and
demonstrate compliance with the offsets aim of Net Positive Impact.

Monitoring of the offset activities themselves is required as good management practice, as
well as monitoring theiresults.Monitoring should also identify changes in baselimessures
external to the Oyu Tolgoi projegthich could influence the efficacy of offset activities. For
instance,a change in the market for a wild animal product may increasebtselinerate of
illegal huntingn the Offsets Landscape

Examples of monitoring theory and methods are giwemppendix 6 (M&E)Fa instance,
rangeland qualitycan be monitored remotely via satellite imagery but monitoring Asiatic Wild
Asswith enough precisiond enable detection of significant changes in population size will
require multiple aerial surveysver large geographical areas
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Monitoring and evaluatiorcould be undertaken by an institution independent to the Oyu
Tolgoi project or some components cdai be contractedout until sufficient inhouse capacity
is built The analysis, conclusions and evaluation need to be subjertd&pendentpeer
review.

Rio Tinto, in partnership with the IUCNs developing, testing and implementing an
independentpro§aa T2 NJ GSNAFAOFIGAZ2Y 2F wA2 ACARId2Q4
Tinto managed mining project with high biodiversity values, it is envisaged that in the future,
the Oyu TolgoiM&E process and conclusionguld be usedto independently verify the

LINE 2BdgrésQ towards NPI

4.9 Oyu Tolgoi capacity built
RecommendedActivities:
f .dAfR he¢Qa AYyGaSNylFf OFLIOAGE FT2NJLINRPY2GAYy3AT Y

Outcomes:
1 OT technically able to manage most offsets actions 2@ gears time

Assumptions:
1 OfTeffectivelyestablistes and invests iits team

The Oyu Tolgoi project aspires for as much as possible of the biodiversity offsets work to be
managel and implementeddh-houseQThe Oyu Tolgoi project does not wish for the Qffse
Plan to be implemented by expatriate staff in external institutions but wishes to build the
capacity of its Mongolian staffVhile the scope andtechnical detail of offsetrelated work
outlined in this strategys beyond thecurrent capaciy of the Oyu Tolgoi projediiodiversity
team, overthe longterm in-house &ills could be built by working closely with biodiversity
partner institutions In the short to mediumterm, it is recommended that partner institutions
are contracted to coordinate and/ateliver some key offset activitieButure capacity can also
be built through future transfer of staff from the offsets institution to the Oyu Tolgoi project
biodiversity team.Capacity hilding would be facilitated bhpiodiversitychampionswithin the
company ensuring that Oyu Tolgoi project senior managemihkke ownership of tlis
Biodiversity Offsets StrategVhis is best done by havingsaniorOyu Tolgomanagertake full
responsibility forachieving Net Positive Impact and compliance with supportemger
demands.
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5 Biodiversity Offsets Stakeholder Engagement Plan
The next step for the Offsets Strategy is to engage fully with stakeholdersoaedise the
strategy based on their inputsito an Offsets Management Plait. is anticipated that tis
engagementwill run throughout 2012 and 2013to alignwith the current (2011) Oyu Tolgoi
StakeholderEngagement Plan (SEP). Soemgagement willneed to be continuedbeyond
finalisation of the Offsets Management Plan

Part of ths stakeholder engagemerglan is a standilone Communications Strategy to ensure
that the key messages reach the right audiences at the right time sfibiddgenerate a broad
media outreach and t@ontinue beyond the finalisation of the Offsets Stratediorexample,
the Oyu Blgoi project might want to package its entire biodiversity programme in the
southern Gobi regiodzy’ R S NJ i K SKhaldn/yAgidid\wilg Assokservai A 2Iyfy also
wish to stress the outcomes of not just environmentally sustaindhtelscapesbut also
socially, politically and financially sustainablendscapes,alongside the outcomes of
biodiversity conservation.

The next sections identify key stakeholders and summarise important issues for which
stakeholder engagement is necessary. These are thgnthesised into the Stakeholder
Roadmap to outline a proposed schedule for engagement. The issues discussed are those
which require cedevelopment with stakeholders or which may cause confusion or conflict if
stakeholders are insufficiently engaged. Maaisms already mentioned in the current (2011)

Oyu Tolgoi ESI8takeholdefEngagement Plan (SEP) amboldenedto highlight places where

the biodiversity offsets stakeholder engagement plan can be integrated with the overall ESIA
SEP. The issues diséossand Stakeholder Roadmap follow a similar stakeholder classification
to that in the broader ESIA SEP.

This Biodiversity Offsets Stakeholder Engagement Plan should be revised by the Oyu Tolgoi
project biodiversity and social teams to incorporate ongpidevelopments and revised
thinking.

5.1 Stakeholder Map
In alignment with theoverall SEP, the following stakeholder categories and target groups are
identified:

Affected parties
1 Herder households
1 Soum residents, businesses and local government
1 Oyu Tajoi workforce

Interested parties

Ministry of Nature, Environment and Tourism (MNET)

Ministry of Food and Agriculture (MFA)

Ministry of Roads, Transportation, Construction and Urban Development (MRTCUD)
Border Protection Agency (part of Ministry of Defeh

State Specialised Inspection Agency (SSIA)

Ministry of Mines and Energy (MME)

Ministry of Justice and Internal Affairs (including the national police agency)
Southern Gobi Regional Development Cougaeitl other regional institutions e.g.

South Gobi Hmeland Committee)

= =4 =4 =4 -4 -8 -8 9
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Aimag governmentévarious departments)

Soum governmentgsarious departments)

Oyu Tolgoi projeatommunities and social performance tea

Industry associationand other business representatives

International NGOs and scientific commuynit

National NGOs and scientific community

Community Based Organisations (especially Pasture User Groups and alternative
livelihood groups)

Legal hunter groups (e.g. Mongolian Professional Hunters Society)

Media organisations

=4 =4 =4 =4 =8 -8 =9
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5.2 Stakeholder issues
The isses discussed below are those which either need stakeholder engagement to feed into
development of the Offsets Management Plan or which may cause confusion or conflict if
stakeholders are insufficiently engaged.

5.2.1 Biodiversity offsets
Many stakeholdes willbe urfamiliar with the concepts of biodiversity offsetdey points that
need to be communicated includbat they are the last step in the mitigation hierarchy; they
compensag for residual impactto biodiversity that cannot be mitigated onsitand they are
additional conservationactions beyondthose already being done by otherStakeholders with
a basic knowledge of offsets needunderstandthe differences fronstandard Mongoliategal
environmental obligationghe requirements othe projed lendesl YR G KS hédz ¢2f 32
own voluntarycorporate policies

Stakeholders also need to know the basic governance and accountability structure of the
offsets actions, and thagtrogress towards NR¥ill be independently monitored and evaluate
Similarly, nearly aktakeholders wilhave heard of the Oyu Tolgoi project. It is important to
know whether they have any misconceptions and what views and opinions they hold. This
baseline information may be collected by other Oyu Tolgoi projedaiivies.

For some or many stakeholders it may be most appropriate to talk of the offsets programme as
2yS LINRY20dAy3a | GelS 2F wadzadlAylroftS tFyRaO!
biodiversityconservation can all eexist. The communicatn and understanding of the project
amongst government and community stakeholdenould be the critical first step in
appropriate structuring of the ownership of the programme with kegpendantswithin

Mongolia.

5.2.2. lllegal hunting
The activities to educe illegal huntingrequire relatively little co-development with local
stakeholders buto requireextensive discussion withational government institutionsyW\WF,
the MAPUsoperated by WWFand the communities benefiting from MAPU work. Reducing
illegal hunting in the Offsets Landscape and Buffer Zatwelld causesome conflicts with the
economic, political and community vested interesthich partake in or benefit from illegal
hunting. Their perspectivewould help in the design and implementation of &e activities.
Ongoing implementatiorwould require extensive ongoing consultation and awareness at all
levels. The whole populatioshould be madeware of he need to enforce hunting laws and
the consequences of neanforcement Enforcement activitiesvould require co-development
and callaboration with the Ministry of Nature, Environment, and Tourism, State Specialised
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Inspection Agency, Border Guard, national police and judiciary.-teomg public events,
outreach and education at multiple levels are ded. Successful convictions should be
publicised by the media as a deterrent.

The development of activities to address hunting of bustards migrating outside of Mongolia
would require extensive discussion with international NGOs and scientific community.

5.2.3 Rangeland management
It is accepted that there is likely to be some potential for conflict between the objectives of
rangeland management for biodiversity conservation and traditional livelihoodsexlicit
recognition of this potential conflicand the steps proposedto minimise and mitigate this
potential conflictneed to be clearly communicategihd then discussed. Participation the
opportunities offered by the offsets activitieto enable more sustainable herder livelihoods
should be equitably negotiated.Such consultations witike time requiring small teams of
local communicatorengaging in resourease mappingand potentiallyestablishingnediation
committees to addressconcernsthat may arise aroundgrazing restrictionsand negotite
solutions

The Oyu Tolgoi Stakeholder Engagement Piartes that the Oyu Tolgoi projecand the
Mongolian Society for Range Managemé@HiSRN) planto establisha Pasture NGO and User
Groups 2 F G KSNRSNE  &hoii &lAty woik AcllabSratigely dn pasturelan
management and preservatioim Khanbogd soum. Biodiversity offset objectives need to be
integrated into this work, which cdd provide a model for scaling up across the broader offsets
area. This is likely to be a complex process thatild require use of a combination of Oyu
¢2f32AQa Sy 3l 3S Yohwiunity WigidhibgiandiagréemeaiziRokug discussions
and workshops and bcal community(bagh dhuralmeetings

Other key stakeholders incledhe Ministry of Food and AgriculturdiFA)which may have
relevantfuture agricultural strategiesuch agrivatisation fencingand market mechanismgo
favour ecologically sustainabligestockratios and levelsLocal governments, especially soums,
would be required to participate in the et activities, notably grazing planning.

5.2.4 Alternative livelihoods
Community needs and aspirations for alternative livelihoods need to be discussed and
considered for the Offsets PlaAlignment and synergies need to be sought vifte Oyu Tolgoi
projectQd S Edméniinkyyd&elopment programme

5.2.5 Sustainable financing
The establishment of a sustainable financing mechanism fortlmg offset implementation
possiblyan endowmentbased trust fundwould require engagement with various natioha
government ninistries. Delivery mechanisms fadistributing this moneywould need to be ce
designed with the partieparticipating in improvedangeland managemeractivities

5.2.6 Infrastructure mitigation
Offsetting through retrofitting bird flight ierters to nonproject powerlineswould require
negotiation with powerline owners, operators, managers and governmgm¢ projectwould
alsoneed tolead on facilitating mitigation of impacts of other infrastructure including roads
and railways.

5.2.7 Srengthened Protected Areas
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All actions in formal Protected Areas require collaboration andagenent with MNETand

park authorities. Planning and implementing activities requires engagement with neighbouring
communities Oyu Tolgoishould also engage wit norngovernment organisations such as
ANR[ATFS LYGSNYylraaAzyFrtQa yIEGA2Y T  CheRBFY SNI i
Mongolia, todevelopmanagement actions for the Galba Galpid Borzon Goldmportant Bird

Aress.

5.2.8 Regional planning
The need for the Oyu Tolggiroject to champion and lead raised standards for sustainable
biodiversityfriendly regional developmentshould be clearly communicated to relevant
stakeholders The Oyu Tolgoi projecivould need to engage and work with tieouthernGobi
Development Counci(SGDCand/or similar relevant agencies.g. theSouth Gobi Homeland
Committeed ¢ KS { D5/ LI NByifte aAyOfdzRSa &aSyAiz2NI .
key Ministries as well as representatives from Oyu Tolgoi LLQ, wiimng companies in the
regionl Y R  OA @ Adyu TalgoPoA13. Tie@yu Tolgoproject would need to ensure that
biodiversity is mainstreamed into the regional development strategy by building Q@DC
technical awarenesby broadening its membershigr adding a Technical Advisory Committee,
and communicatingwith decisionY I { SN& Ay | f I | yupdate @ahdNariefing | { D
sessions
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5.3 Stakeholder engagement road map

Stakeholder category & target group

Detailed engagement through discussion of malements of draft Offset Plan

Biodiversity
offsets

Infrastructure
mitigation

Rangeland
management

Alternative
livelihoods

lllegal hunting

Sustainable
financing

Regional
planning

Strengthened
Protected Aeas

AFFECTED PART&Beement on offset

degig some joint decisiemaking;

information sharing)

He

rder households

Initial engagement

Ongoing engagement

Soum residents, businesses and local government

Initial engagement

Ongoing engagement

Oyu

Tolgoi workforce

Initial engagement

Ongoing engagement

NTERESTED PART#BSsultation, j

oint decisiomaking and implementation partners

Ministry of Nature, Environment, and Tourism (MNET)

Preliminary engagement in 2011

Initial engagement

Ongoing engagement

Ministry of Food & Agricultu

re (MFA)

Initial engagement

Ongoing engagement

Ministry of Roads

, Transportation, Construction and Urban Developm@iRTCUD

Initial engagement

Ongoing engagement
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Detailed engagement through discussion of main elements of draft Offset Plan

Stakeholder category & target group Biodiversity | Infrastructure | Rangeland Alternative | lllegal hunting | Sustainable Regonal Strengthened
offsets mitigation management | livelihoods financing planning Protected Areas
Border Protection Agency

Initial engagement

Ongoing engagement

State Speciali

sed Inspection Agency [SSIA]

Initial engagement

Ongoing engagement

Ministry of

Mines & Energy (WIE)

Initial engagement

Ongoing engagement

Ministry of J

ustice and Internal Affairs

Initial engagement

Ongoing engagement

Southern Gobi Regional Develo

pment Council

Initial engagement

Ongoing engagement

Aimag, and then Soum, government

Initial engagement

Ongoing engagement

Oyu Tolgoi Communities & Social Performance Team

Initial engagement

Ongoing engagement
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Stakeholder category & target group

Detailed engagementhrough discussion of main elements of draft Offset Plan

Biodiversity
offsets

Infrastructure
mitigation

Rangeland
management

Alternative
livelihoods

lllegal hunting

Sustainable
financing

Regional
planning

Strengthened
Protected Areas

Industry associatins

Initial engagement

Ongoing engagement

International NGOs & scientific community

Preliminary engagement in 2011

Initial engagement

Ongoing engagement

National NGOsand scientific ¢

ommunity

Preliminary enggement in2011

Initial engagement

Ongoing engagement

Commun

ity Based Organ

isations

Initial engagement

Ongoing engagement

Legal hunter groupse.g.Mongolian Professional Hunters Society

Initial engagement

Ongoing engagement

Media

Initial engagement

Ongoing engagement
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6 Financing

An indicative budgelhas been prepared, buhany costs are extremely approximatad
dependent on the resultef stakeholder engagementontractod Q 0 dpRuBdSrtake
the monitoring and evaluation workand the ongoing adaptive management feedback
from monitoring and evaluationTherefore no budget is presented hereHowever,
ongoing costs are estimated to kapproximately US$ million / year (approximately
equal costs foreduced illegal hunting, improved rangeland managem&mn&E, and
management and other costs combined), and stgrtand short/mediumterm costs
totalling an additional approximatelyy 58 million. Thisindicates that endowmentof a
trust fundto finance theOyu Tolgoi projecBiodiversityOffsetsStrategyinto perpetuity
would be in the order of US® million.

COffset gains need to be maintained in perpetuity through continual management.
Funding such managementhbgst guaranted by upfront capitalisation of a longerm
financing mechanisnto provide stable, predtable and sustainable financindrio
¢AYyd2Qa SE LIS NIloSpetsustaifabler developmémt iiftatives around
other existing operations has clearly demaastd that the most coseffective and
secure way to fundlongterm management actionsis through establishing an
endowment (IUCN 2007More than 50 conservation trust funds have been established
in developing countries globally during the last 20 yearapaging aotal of over $1.5
billion (Sperge& Wells 2009). Almost all conservation trust funds are independent legal
entities and, owing to the requirementd international donors, have governing boards
made up of representatives of public and privatectors and civil societpuch funds
often offer low transaction costs(most larger conservation trust funds have
administratve costs of 1€12%) openness, transparency, flexibility, credibility with a
broad array of national as well as international ketaolders, and have proven very
effective if nsuated from excessive government influen¢®pergel2011). Other
overarching governance principles include ensuring that financial structures and
payments are independent from the Oyu Tolgoi project itsad€isions and transactions
are fully transparent, minutes and transactions are fully disclosed to the public, and
technical decisions are made by a committee including national and international
experts. These principles need to be considered when detemgnietails of the
administration and management offancing mechanism

It is worth noting that there isa precedentfor a Mongolian trust fund the Mongolian
ConservationTrust Fund(METB) which the Ministry of Nature, Environment and

Tourism (MNETYried to establish in1997. MET Qa f I O] 2 Tue d0dzO0S 3 &
international funding pledges not materialsing, largely as a result of not hiring
professional fundraiserdMarkandya 2010)

Mitigation actionswilb S FA Yl YyOSR FNRBY dpr&ionaldutigetadd 32 A LJ
will continue up toclosureand postclosure as necessaryhe financing mechanism for

any mitigation actions postlosuremay depend on the actions themselves drabs not

currently been determined.

* METF was developed to hold its capital investmensbffre, with a separate Mongolian
account for disbursement; its governance structure comprisednemember Board of

Directors with representatives from the Mongolian government, NGOs, academic sector plus
international donors; a Scientific and Technical Advisory Committee was to advise on the
feasibility and environmental impact of proposed prdgand a Financial Advisory Committee
was to advise the Board on all matters relating to national and international compliance.
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7 Risks to achieving Net Positive Impact

7.1 Uncertainty

Thereare large uncertainties the estimates underpinning the Nfekrecast notablyin
the baseline estimates of key biodiversity featusesd their pressures, anthe lack of
models enabling accurate estimation dhe gains predicted from thechosen of§et
actions. Thus, the Oyu Tolgoi projechould aim to exceed the likely minimum
requirements by a large margin be confident of achieving NFIhisshouldbe coupled
with intensive monitoring and evaluation to refine tlestimates of these uncertainties
and to inform adaptive management of the whole Offsets Strategy.

A number of hydrogeological uncertainties are highlighted in Appendix 3 (Biodiversity
Impacts and Mitigation Actions). If monitoring shows hydrologicaheativity between
various aquifers, then additional impacts are likely and additional offsets would be
needed.

7.2 Socio-political risks
The Oyu Tolgoi project recognises the potential risk posed if there is a lack of ownership
from senior management ardr lack of financial and human resourcing for tBffsets
Plan Although the COO has ultimate responsibility for ensuring the overall outcome of
Net Positive Impact (and hencempliance with PS6 / PR@he Oyu Tolgoi project will
also need to ensureadequate staffing and resourcing atower levels to ensure
achievement of these outcomes.

The offset activities risk being negated by poor standards of development elsewhere in
the Offsets Landscape and evelsewhere in thesouthern Gobi regionThe Oyu Toly
project should seek taaddress this risk bghampionng and facilitating a raised bar in
standards for regional development.

A related risk is théhreat to longterm sustainability of the offsets gains ladequate
longterm security ofland tenureincluding existingnining and oilexplorationleases
The Oyu Tolgoi projechould work with stakeholders to investigate and implement
opportunities to improve the security of tenure for biodiversity outcomes across the
Offsets Landscape and indeed thaidwern Gobi region.

The potential for conflict between traditional herder attitudes and biodivergigndly
rangeland managemerttas been highlighted and a number of offsets activities have
been developed specifically to ensure that herders benefitiBogmtly if they wish to

opt into the package of changes and benefits.

| SNRSNEQ fA1Sfte& gAaK F2NJ IANBFGSNI LINPGAAAZY
degradation of rangeland and disturbance in areas currently able to support lower
livestock ensities It is recommended that th®yu Tolgoi project defirean absolute

limit to rehabilitating old wells where there is a cleherder need but low risk of

adverse biodiversity impacts, and not open up any new wells.
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The risk ofadditional herdersimmigrating into the Offsets Landscape exploit the
package of offsets benefitgill need to be addresseih the design othe final Offsets
Management Planincluding definingwhich herder groups have rights to the lands
based orresourceuse mapping.

Demand for products of illegal hunting largely dependent upon external influences
such as themarket for products used irChinesetraditional medicine The Oyu Tolgoi
project should monitor these norproject pressures, to establish solid collaborations
with external agencies and to contiauo improve awareness of the isssiand the
consequences of uncontrolled illegal activities.

¢KS hedz ¢2f 32 Ao chanpBi@ ulil€ad raised stdndarids of regional
development would be compromised by anyrsfigant delays in implementation of
bestpractice mitigation to its own infrastructure.

7.3 Technical risks
It is understood thatV y By dzA £ A 6 NA dzY Qmostdf iheoffdetiiaadsdap@ MBya &
be ecologically unresponsive to improved rangeland manant (D. Sheehypers.
comm. 2011) If the necessary biodiversity outcomes are not generated in these
habitats, i KS h¥¥fasSdia [FTyRaOlILS Ylé& ySSR G2
habitats to the east.

In the shortterm, extreme weatherevents may revise biodiversity gains and soeio
political support. In the longerm, climate changemay cause similar disruption. The
Oyu Tolgoi projectshould mitigate these risks by aiming to genera&t significant
contingencies in biodiversity gainsspecially connegtity across large landscapes)d
socicpolitical support.
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8 Recommendations
As discussed aboyeao begin to implement biodiversity offsets and manage the
associated riskshe Oyu Tolgoi projecthould

1 Implement the stakeholder engagement pland convert this Offsets Strategy
into an Offsets Plan

T AIm to exceed the likely minimum requirements by a large martginbe
confident of achieving NRIf extra offsets outcomes are verifiably achieved,
GKSasS O02dZ R S@Sy 0SS @&XFhR B Bestlachievétoofr 8 RA @S N
combination of precautionary measures including:

1 Researchegal and other opportunities for ensuring loteym security of offset
gains

1 Investigagé opportunities for liaison and partnership with other projects
developing infastructure and considering offsets in the southern Gobi region
(e.g. The Nature Conservancy's Development by Design project)

9 Ensure collaboration between environmental asdcial teamsso that the
objectives and actions for mitigation actions for localmeounities are
consistent with the objectives and actions for biodiversity mitigation and offsets

1 Ensure adequate staffing and resourcing alower levels for delivering the
overall outcome of Net Positive Impact (and hence compliance with PS6 / PR6)
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9 Supplementary Technical Information

9.1 Detailed distribution of some priority biodiversity features in the
Offsets Landscape
Thissection provide some more detailed technical information on the distribution of
some priority biodiversity features, and how #se data were used in offset site
selection and project desigithe occurrence of priority biodiversity featuraddressed
by the offsets strategyat each potential offset site is summarised in Table 3. It is
acknowledged that therere inadequate baseline data. Thihould be addressed by
specific monitoring and evaluation and by liaison with parallel processes such as The
blFiddzNB / 2yaSNBIyoOeQa 5S@St21LIvSyid o6& 5SaAridy

The Khulan orAsiatic Wild Askias been highlighted aa LJ2 § SY G A f WFf | 34K
given the global importance ofhé southern Gobi region to this rapidly declining
Endangered species and the large predicted residual impacts of the Oyu Tolgoi project.
This species formerly had an extensive range across central Asia from the Arabian
Peninsula to Mongolia, but the soutireGobi region now holds about 50% of its current
total global population (Figurgé Moehlimanet al. 2008; Appendix 2. No other priority
biodiversity feature has its global range or population so concentrated in the Oyu Tolgoi
LINE 2SO0 Qa I Miskd of field sugidlys (dzp Fighd@nD), there is a zone of

high Asiatic Wild Ass population density across an extensive area of the-essigrn

Gobi. Largest numbers occur isouthwestern Dornogoveastern Omnogoviwhere
11,187 individuals (95% kfidence intervals = 4,0321,196) were estimated in 2009

(out of a total of 7,798,163 estimated in the whole of Mongolia, with about 73% of
the additional animals in the Great Gobi B SBéagvasureet al. 2010) However, it
should be noted that thiss a nomadic species, moving in response to food availability,
and its geographical distribution thus varies by hundreds of kilometres over months and
years.lts distribution in the southern Gobi regi@mouldbe monitored by the project.
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Figure7: Histoic andcurrent global range of Asiatic Wild Ass (from Eehl.2002)
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Figure8: Asiatic Wild Ass recorded in 2009 surveys, showing estimated population densstyreeyl transects
(Lkhagvasuremt al.2010
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Figure9: Asiatic Wild Ass recorded 20@810, showing estimated population density
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FigurelO: Asiatic Wild Ass observations and telemetry locations (Kaczehaky011) in the South Gobi

Note that the high-density areain the southeast Gobi is defined here as the Offsets
Buffer Zone This could be extended to includde higherrainfall region to the north
which supports habitat more suited to Asiatic Wild Ass but from which they have
become recently extirpated. However, the reasons for extirpation need to be
investigated and addressed foee attempting to encourage them into this area.
Similarly, anotherextension could be tdhe ¢.17,000 krheast of theUlaanbaatarg
Beijing railway from which Asiatic Wild Ass have become recently extirpated. This would
require removal of sections of fem (if authorities were open to such actions; a subject
being currently investigated by the World Bank) and addressing any other reasons for
extirpation from this area. Enabling crossing this railway would also benefit Goitered
and Mongolian Gazelle anddece the mortality currently caused by animals attempting

to cross but becoming entangled in fences.
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