Rio Tinto’s response to OT Watch and RAID regarding development plans for the Oyu Tolgoi mining complex in Mongolia
18 May 2010

Business & Human Rights Resource Centre invited Rio Tinto to respond to the following items:

- “Mongolian NGOs Appeal to the Special Representative of the Secretary-General on Business and Human Rights to resolve Oyu Tolgoi Mine Dispute”, Center for Human Rights and Development (Mongolia), OT Watch (Mongolia), MiningWatch (Canada), Rights and Accountability in Development (UK), 23 Apr 2010

http://raid-uk.org/docs/Press_Releases/Oyu_Tolgoi_%20PR_23_Apr_2010fnl.doc 

· Letter to John Ruggie, Zaana Jurmed, Chair of the Board OT Watch, 23 Apr 2010
· original PDF letter with some parts difficult to read: 

http://www.reports-and-materials.org/Mongolian-NGOs-appeal-to-John-Ruggie-23-Apr-2010.pdf 
· Word document version of the letter that is easier to read: 

http://www.reports-and-materials.org/Mongolian-NGOs-appeal-to-John-Ruggie-23-Apr-2010.doc
Rio Tinto sent the following statement to the Resource Centre:

Having reviewed the letter from OT Watch, we note that much of their statement refers to activities and events that in no way involve Rio Tinto or the Oyu Tolgoi project. We are happy to respond to those parts of the letter that are relevant to us and upon which we can factually comment. Broadly, these are concerns about the Environmental Impact Assessment, the water study, the integrity of the feasibility study, the application of OECD guidelines and the fairness of benefit sharing arrangements of the Oyu Tolgoi project.

As a general statement, Oyu Tolgoi has at all times adhered to Mongolian law as well as applicable international law. Oyu Tolgoi is committed to ethical business practices and the principles outlined in Rio Tinto’s code of conduct The way we work, which is available in English on our website http://www.riotinto.com/resources/3608_policies.asp, Mongolian  from the offices of Rio Tinto in London and the Oyu Tolgoi project in Ulaanbaatar, as well as on the Oyu Tolgoi website http://www.ot.mn/page/39.shtml.
The Government of Mongolia owns 34 per cent of Oyu Tolgoi LLC, the licence holder of the project. Rio Tinto and Ivanhoe Mines are development partners. Rio Tinto currently owns 22.4 per cent of the shares of Ivanhoe Mines and has the right to acquire up to 43.1 per cent of Ivanhoe’s shares under fixed price options, with a right to further increase that interest to 46.65 per cent through on market share purchases.

Rio Tinto and Ivanhoe Mines signed an Investment Agreement with the Government of Mongolia in October 2009. By March 2010, all conditions, including approval of the feasibility study and provisions for a stable operational and tax environment, were satisfied, and the Investment Agreement came into full and binding effect, allowing construction to begin. All legal requirements for submitting and gaining approval of the feasibility study have been followed and the coming into force of the Investment Agreement was achieved after due process with the Government.
Oyu Tolgoi engaged a wide variety of Mongolian and international consultants and academics to help prepare the feasibility study. Oyu Tolgoi accepted the detailed feedback from the Mongolian Professional Minerals Council. The resubmitted feasibility study in March 2010 addressed all of the issues raised by the Professional Minerals Council. Members of Mongolian civil society, including representatives of OT Watch, participated in the review meeting where the revised feasibility study was approved by over 80 per cent of the Professional Minerals Council. 

Ivanhoe Mines has provided numerous environmental impact assessments, baseline studies and reports, environmental protection plans, social impact assessments and cultural heritage and community health, safety and security programmes to OT Watch. These have been prepared by or with significant input from reputable and qualified third parties and in some cases have also been subject to further independent review. The adequacy of environmental studies can be judged by going to the Environmental Impact Assessment document (as well as other documents) through this link. http://en.ot.mn/addcontentlist/3.shtml
Environmental studies have been conducted in the project area and its surroundings over the past eight years to ensure effective environmental protection measures during construction and operation of the mine, and later during restoration activities in areas affected by mining. Programmes are aimed at ensuring that high standards are in place for the management of dust, water, and waste and for the protection of flora, fauna and air quality. Biodiversity protection programmes include long term monitoring initiatives working with national and international organisations. 

Regarding concerns expressed by OT Watch about water resources, Oyu Tolgoi has identified, explored and gained Government approval for sufficient water supply from the nearby Gunii Hooloi aquifer to support the first phase of production. The process of identifying and gaining Government approval for the required water to support further expansion of operations is also well advanced and is proceeding in co-operation with the Mongolian Water Authority.
 
The Gunii Hooloi aquifer comprises non-potable industrial quality fossil water that is largely confined from the overlying shallow aquifers that provide a reliable supply of groundwater to herders and vegetation. One of the main reasons that the Gunii Hooloi aquifer has been selected as the water resource is because of its low risk of environmental impact. 

Oyu Tolgoi is acutely aware of the importance of water in the Southern Gobi region and has implemented a wide range of measures to minimise the amount of water that is used and to promote water conservation. Oyu Tolgoi will be among the most water efficient mines of its kind worldwide, and ongoing measures will continue to be implemented wherever possible. 
The Mongolian Water Authority has been closely involved in water exploration and reserve estimation activities completed to date. The Water Authority has confirmed its willingness to continue this very close working relationship in order to ensure full transparency and regular reviews of Oyu Tolgoi’s borefield management and sustainable water use. 
Oyu Tolgoi recognises that sustainable water use should be a primary consideration in all of its mining activities and will ensure regular reporting of water usage and conservation initiatives.
Rio Tinto and the Oyu Tolgoi Project strongly believe in the benefits of civil society engagement. The need for engagement is also an important part of the OECD guidelines which Rio Tinto respects and observes. Rio Tinto works with hundreds of partners and civil society groups to achieve our operating goals around the world. By understanding our socio-economic interaction in the regions where we operate, we optimise benefits and reduce negative impacts for communities and our operations alike.

For example in Mongolia, as part of our “Gender Matters” initiative to consult women’s groups, we engaged with Mongolian women pastoralists in separate meetings for their views on the effects of a coal exploration project at Altai Nuurs. This enabled us to hear their concerns without their questions being overshadowed by the different priorities of the menfolk expressed at open community meetings.

Similarly at Oyu Tolgoi there has been a high level of consistent, genuine engagement with local communities, herders and the government. Projects of this nature will attract objections, and we expect them as a sign of a healthy civil society. 
Turning to the fairness of benefit sharing arrangements, it is not within the power of Rio Tinto alone to take steps to reduce poverty and ensure a fair distribution of benefits from a project. We have however actively supported the global Extractive Industries Transparency Initiative (EITI) since its launch in 2002 aimed at strengthening governance by improving transparency and accountability in the extractive sector. The EITI promotes transparency in the use of resource revenues to encourage governments to use these revenues to properly reduce poverty. Rio Tinto supports the Mongolian Governments efforts to fully comply with the EITI.  

While OT Watch says Rio Tinto has been in breach of OECD guidelines for multi-national companies, it does not specify which breaches. We would be happy to respond to specific concerns. Meanwhile we continue to fully cooperate with the UK National Contact Point for the OECD Guidelines for Multinational Enterprises.
Rio Tinto is aware that the Canadian and UK National Contact Points have received a submission from OT Watch regarding aspects of the Oyu Tolgoi mine development project. The Canadian Government’s National Contact Point is conducting an initial assessment to determine whether the OT Watch submission is substantiated on the facts and may merit further examination. We understand that Ivanhoe Mines, as the controlling shareholder of the Oyu Tolgoi project, has responded in writing to the Canadian National Contact Point and is cooperating fully with the OECD process.  Ivanhoe Mines has strongly denied any breaches to the OECD Guidelines and their letter to the National Contact Point details the key facts about the Oyu Tolgoi Project’s environmental management. 
Rio Tinto has been in contact with the UK National Contact Point and we will contribute to the process as appropriate and would be happy to provide further information. 
In conclusion, we are committed to developing the mine in accordance with our strict sustainable development standards and we expect the mine will bring substantial benefits to the local community and to the people of Mongolia.
