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OUR VISION, MISSION,
VALUES
VISION
WE WILL BECOME A BANK PREFERRED BY CLIENTS FROM ALL
CUSTOMER SEGMENTS FOR OUR COMPREHENSIVE AND VALUE
ADDING FINANCIAL SERVICES AND WITH THE BEST BUSINESS
PROCESSES WHILE MAINTANING OUR LEADERSHIP IN
MICRO-FINANCE.

MISSION
XACBANK WILL BECOME A DOMINANT INSTITUTION WITH
LEADING SERVICES IN THE FINANCIAL MARKET THAT IS EQUALLY
CONCERNED ON PLANET, PEOPLE, AND PROFIT.

OUR CORE VALUES
OUR CORE VALUES DESCRIBE HOW WE SHOULD ACT IN ORDER TO
ACCOMPLISH THE TASKS LEADING TO ACHIEVING OUR VISION AND
MISSION. THEY CREATE DESIRED CULTURE, AS THEY ARE THE
PRINCIPLES THAT GUIDE THE BEHAVIORS OF ALL EMPLOYEES.

- CUSTOMER CENTRIC OPERATIONS
- CREATIVITY AND FAIR REMUNERATION
- TEAMWORK
- RESPECT AND RESPONSIBILITY
- CORPORATE SOCIAL RESPONSIBILITY

I am pleased to greet all our stakeholders and report on the results and
achievements of XacBank in 2012.
XacBank closed a productive year with total assets reaching MNT
1 trillion, a major milestone in its history. On behalf of the Board of
Directors, I congratulate the team of XacBank led by Chief Executive
Officer Bat-Ochir Dugersuren with this accomplishment that is another
significant step forward to become a leading universal bank. I would
like to express my deep gratitude to our valued clients for their trust and
loyalty and our correspondent companies, agencies, and government
agencies for their partnership and support throughout the year. I extend
my sincere appreciations to our holding company TenGer Financial
Group, its management team and shareholders whose continued support
was instrumental in XacBank’s successes. Our board directors deserve
also commendations for their prudent guidance and contributions.
In addition to the size and scale reached in assets, 2012 was a year
filled with many other accomplishments despite ongoing challenges,
both external and internal. Global economic and political uncertainty
persisted along with a slowdown in regional economic growth.
Parliamentary elections created uncertainties and expectations for
domestic and foreign investors. The new parliament and government
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made monetary policy changes impacting the banking sector.
Nonetheless, XacBank achieved its goals, solidified its competitive
advantage, and maintained its market leadership position. Net income
reached MNT 15.2 billion, a 26 percent increase from 2011, and return
on equity increased to over 17 percent. A strategic business plan
through 2016 was approved. In line with this plan, initiatives to refresh
brand identity, refocus the business lines and support product-based
banking services have been initiated across the customer segments.
The Bank’s equity was increased by MNT 35 billion and Tier 2 capital
has ensured the financial stability of the Bank. Although the debut bond
offering was postponed, the process has strengthened the reputation of
XacBank within the international investment community.
XacBank continued its institutional development. Two new departments
Corporate Banking Department and Small and Medium Enterprises
Department – were founded by expanding the operations of the
former Corporate Banking Division to ensure efficient management of
the client base and its different segments. In order to make services
more customer friendly, special attention was placed on improving
our internal corporate infrastructure, especially upon improving the
capabilities of our internal IT systems and programs. Internet banking
platforms were upgraded to improve the quality of services provided
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CHAIRMAN’S STATEMENT
to our customers. The senior management team of XacBank was
strengthened further with appointments of a new VP for Corporate
Banking and a Chief Information Officer.

our boardroom. 4 out of 10 board directors are women, which is already
exceeding the aspirations of the boards globally to have a minimum of
25 percent female representation.

XacBank receiving a “good” rating from the Institute of Service
Excellence of Singapore and became the first commercial bank in
Mongolia to do so by successfully implementing a project to improve
and perfect our customer service.

Regardless of success, more challenges and opportunities are ahead
while we build on our achievements and learn from our mistakes to
transition from a niche player to a universal bank of systemic nature.
More responsibility and artfulness will be required from all of us –
shareholders, stakeholders, board and management - to navigate in
the current highly competitive and fast developing banking environment
and achieve the quantitative and qualitative goals reflected in the 5-year
strategic business plan, including board restructuring to improve further
the effectiveness of its functioning and decision-making.

Never has it been more important to improve and strengthen our good
corporate governance practices. Recognizing always that that a strong
and efficient board is part of good corporate governance and a sign of
a healthy organization, the Board of Directors of XacBank conducted a
self-evaluation to assess its overall functioning and efficiency. This
exercise was instrumental in sharing different opinions among board
members, highlighting strengths and weaknesses of the board, and
improving the board structure and performance. A strong professional
independent director – a seasoned banker with 30-year experience
in the banking and financial sector of Mongolia – joined the board
of XacBank, continuing our commitment to good governance and
transparent decision making.
Gender balance and female representation has always been important in

I believe in XacBank’s strength and ability to do so. A diverse and
balanced shareholders’ structure of the holding company, combining
international investors and organizations as well as Mongolian
business representations, has always been the driving force of past
success and guide to the future achievements of XacBank. As ever, the
success of our bank depends on the loyalty of our clients and dedication
of our employees.
Let us strive for the progress of our beloved Mongolia in 2013.

GANBOLD.Ch
Chairman of the Board of Directors of XacBank

PROFILE OF THE BOARD OF DIRECTORS

GANBOLD Chuluun

Mr. Chuluun Ganbold, has been appointed as the Chairman of the Board of Directors of XacBank since November 2004
and has served on the board as a non-executive director since 2003. He was a founding member of X.A.C. (Golden
Fund for Development), the first NBFI in Mongolia and a predecessor of XacBank. He served in the Advisory Committee
of X.A.C. and subsequently joined the Board of Directors. In 1999-2000, he served as Advisor to the Prime Minister
of Mongolia on PR and Media and in 1993-1995 as Director General of the World Mongolian Federation. Ganbold is
a founder of the Rotary movement in Mongolia. Ganbold is the CEO of Email Daily News (EDN) LLC, a member of the
board of directors of Oyu Tolgoi LLC and President of several NGOs. He is a graduate of the Moscow University of
Foreign Languages in Russia. He has an extensive 30-year career and professional experience in administration, public
relations, business consultancy and facilitation, mass media and arts management.

Mr. Bat-Ochir Dugersuren, Chief Executive Officer of XacBank, has been appointed as an executive director in January
2011. He has been with XacBank from the onset, starting as accountant, finance advisor and internal auditor with the
UNDP MicroStart Mongolia Project, which led to the formation of X.A.C, a predecessor of XacBank. He became the
Director of the Finance Department of X.A.C. in 2000 and later in 2001 the Director of Accounting and Controlling
Division of XacBank. From 2008 and prior to his current appointment, he served on several management positions as
First Deputy CEO of XacBank and Chief Financial Officer of TenGer Financial Group, the parent company of XacBank. He
holds a MBA, International Finance Major, from the International Business School, Brandeis University, USA.
BAT-OCHIR Dugersuren

BOLD Magvan

Mr. Bold Magvan, has served as a non-executive director on the Board of Directors of XacBank since 2009. He has
been working as the CEO of TenGer Financial Group since January 2011. Prior to his current appointment, he worked
for XacBank for 2 years as the CEO and for over 3 years as the President. He is a senior banking professional with more
than 20-year expertise in public and private global financial institutions, including the World Bank and the International
Monetary Fund. From 1996 to 2000, he was the Deputy Governor of the Bank of Mongolia (Central Bank). In his prior
professional career, he served as Deputy Director at the Market Research Institute, CEO of the Mongolian Export-Import
Bank, member of the boards of the International Investment Bank and the International Bank for Economic Cooperation
in the Russian Federation and advisor for Da Afghanistan Bank (Central Bank), Islamic State of Afghanistan. He holds
a Master’s in International Affairs degree with a major in economic policy management from the Columbia University,
New York. He is the chairman of the boards of the Credit Information Bureau LLC and Development Solutions NGO
in Mongolia. He has served as Vice President of the Mongolian Bankers Association since 2007 and was elected as
President in December 2011. Bold is the Honorary Consul of the Republic of Iceland in Mongolia since 2008.

ARVID Tuerkhner

Mr. Arvid Tuerkner, serves on the Board of Directors of XacBank since 2010 as a non-executive director. He is a senior
banker with the financial institutions team of the European Bank for Reconstruction and Development (EBRD)’s office in
Moscow, the Russian Federation. He started his professional career in 1996 as a research analyst with the European
Institute of International Economic Relations, Potsdam University. Between 2001-2002 and 2004-2008, he was a senior
investment manager for DEG – Deutsche Investitions und Entwicklungsgesellschaft – responsible for debt and equity
investments in Russia, CIS and Latin America. In 2002-2004, Arvid was UNDP’s donor relations advisor, responsible
for cooperation with its major donor countries and institutions on resource mobilization. He graduated from the Free
University of Berlin, Germany, in 2000 with special focus on banking and finance, enterprise valuation, financial sector
reform, microfinance, political economy of countries in transition, privatization, and social security systems.

RICHARD Ranken

Mr. Richard Ranken, has served on the Board of Directors of XacBank since 2010 as a non-executive director.
He is a senior advisor to IFC in the East Asia and the Pacific Region with membership on the boards of several banks
and private equity funds in Asia. He has had a 30-year career with IFC and has spent majority of this professional life
working in the former Soviet Union, Africa and most recently in East Asia. He headed IFC’s Advisory Services, which
privatized over 50,000 enterprises, introduced them corporate governance standards, and played a leading role in the
financial sector development. As a director of IFC’s operations in Africa, he put in place a new strategy and team that
built IFC’s investment business to USD1.5 billion in 30 countries, with concentration on SME and microfinance. Also, as
a director of East Asia and the Pacific, he focused IFC’s work on climate change financing and related advisory services.
He is a graduate of the Australian Institute of Company Directors (GAICD).
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ERDENEJARGAL
Perenlei

Ms. Erdenejargal Perenlei, has served on the Board of Directors of XacBank since 2005 as a non-executive director.
She is an Executive Director of Open Society Forum. Starting her career at the State Committee (Ministry) of Labor
Planet
and Social Welfare as a labor economist in 1982-1988, she was a lecturer at the Government Institute of Management
in 1988-1991, a researcher and later a chief of Social Studies Unit at the Government Center for Public Policy and
Social Studies in 1991-1992 and an Executive Director of Mongolian Development Foundation in 1992-1997. In 1997,
Erdenejargal became a Deputy Director and Programs Director of Mongolian Foundation for Open Society (Soros
Foundation) and was involved in the supervision of programs in education, information, media and public health. Since
the transformation of Soros Foundation into a national NGO in 2004, she has served the Executive Director and is now
actively involved in promoting citizen participation in decision making through research-based advocacy. She is a 1982
graduate from the Rostov-na-Don University in psychology.
Mr. Michael Madden, has served on the Board of TenGer Financial Group since 2009 as a non-executive director.
He is a successful entrepreneur and a founder and managing director of Ronoc, an investment and advisory services
business based in Dublin, Ireland. He has been involved in the cards and banking business in Eastern European
markets for over 15 years working for American Express on different positions, starting in 1988 as a quality assurance
manager and becoming in 1998 a vice president for franchise markets EMEA, London, UK. In 2003, he established
Renaissance Credit - the third largest consumer finance bank in Russia and has worked as the founding CEO. In 2007,
he founded Ronoc. He graduated in 1987 from the College of Management Studies, Limerick, Ireland, with a diploma
in industrial engineering.

MICHAEL Madden

SARAH Djari

SARAN Binderiya

TSELMUUN Nyamtaishir

Ms. Sarah Djari, has served on the Board of Directors of XacBank as a non-executive director since 2009.
She is a senior investment manager at BlueOrchard Investments Management, the private equity investment arm of
BlueOrchard Finance SA. Sarah has 8-year working experience in strategy and organization consulting, consulting for
microfinance institutions and investments. Before joining Blue Orchard in February 2008, she founded in 2005 and
headed the strategy team of the Center for Microfinance in Chennai, India, to help fast-growing Indian microfinance
institutions and support them in the development and implementation of their growth strategy. She started her career at
Bain & Company in 2000 and as senior consultant in Bain and Company Paris, London and Brussels. She worked also
as consultant at Colmar Company in Tunisia and as a head of the microfinance strategy unit of Center for Microfinance
at ICICI Bank in India. Sarah graduated in 1998 from Ecole Centrale in Paris, France’s premier engineering school, and
holds MSc in Engineering.

Ms. Saran Binderiya, was appointed as an interim independent non-executive director on the board of directors of
XacBank since 2012. She is a senior banking professional with 30-year experience in the banking and financial sector of
Mongolia. In 1982, she started her professional career as accountant in the International Settlements Department at the
State Bank of Mongolia (central bank) and served later as Chief Accountant and Director of the Accounting Department.
In the period from 1991 to 2003, she served as part of the senior management team of the Trade and Development Bank,
joining as Director of Central Accounting, Planning and Budgeting Department and becoming Senior Vice President
and First Deputy General Director in 1994. She served also as Vice President of Capitron Bank from 2003 to 2004 and
as Advisor at Development Finance, a non-bank financial institution, from 2004 to 2006. Her most recent engagement
was with the World Bank’s Second Private Sector Development Credit Program as Project Coordinator. She graduated
in 1982 from the Moscow Institute of International Relations with a major in foreign exchange and international credit
relations.
Ms. Tselmuun Nyamtaishir, has served on the Board of Directors of XacBank since 2012. She has been serving as
Vice President and Board Member of Mongolyn Alt MAK Corporation since 2007. She has held managerial positions
with TDB and MAK Corporation for 8 years and has extensive experience in investment, management and business
development. She started her career with Trade and Development bank of Mongolia as a Bank Officer for the Treasury
Trading Back office in 2005. She was appointed as the Vice President of Mongloyn Alt MAK Corporation in 2007 and has
been responsible for Social Responsibility Department, Procurement Department, Trading Department as well as the
Investment and Financing Department of Mongolyn Alt MAK Corporation since 2010. She earned a Bachelor's degree
in Business Administration from Valparaiso University, Indiana in 2004. She also graduated from Financial Engineering
Program of Stanford University, Hong Kong in 2010.

THE BOARD COMMITTEES COMPOSITION

As of November 27, 2012

THE BOARD RISK MANAGEMENT COMMITTEE

THE BOARD AUDIT COMMITTEE

The Risk Management Committee was established to approve, monitor
and evaluate a comprehensive risk management policy for the Bank
as well as to monitor new and ongoing financial risks across each
of the Bank’s business departments. Additionally it ensures that the
appropriate risk limits are maintained and that adequate systems and
standards for measuring such financial risk and performance are in
place. The Risk Management Committee meets quarterly, and the
members of the Risk Management Committee are as follows:

The Audit Committee was established for the primary purpose of
ensuring that the risk management processes throughout the Bank are
audited on an annual basis by the internal audit function. It examines
both the adequacy of the procedures and the Bank’s compliance with
the procedures that have been implemented. The members of the Audit
Committee are as follows:

-

Michael Madden, Chair
Bold M
Sarah Djari
Bat-Ochir D
Amartuvshin H, non-voting member
Saran B.
Secretary: Bolor-Erdene D

THE BOARD CREDIT COMMITTEE
The Credit Committee was established to monitor and evaluate the credit
risk of the Bank and to oversee the Management Credit Committee and
the Sub-Credit Committees as well as assess any loans which are too
large for the Management Credit Committee to assess. Additionally,
it reviews and maintains the guidelines for determining the type and
value of collateral to be obtained in respect of its loan products, and the
members of the Credit Committee are as follows:

- Arvid Tuerkner, Chair
- Sarah Djari
- Bold M
- Frank Streppel
- Tselmuun N
- Secretary: Gerelmaa Yu
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- Richard Ranken, Chair
- Erdenejargal P
- Saran B
- Frank Streppel
- Ganbaatar J, non-voting member
- Secretary: Saynsanaa Ya

THE BOARD GOVERNANCE, NOMINATION
AND COMPENSATION COMMITTEE
The Governance, Nominations and Compensation (GNC) Committee
was established to review and implement compensation and corporate
governance across the Bank, and the members of the GNC Committee
are as follows:

- Ganbold Ch, Chair
- Richard Ranken				
- Erdenejargal P				
- Arvid Tuerkner
- Bold M			
- Secretary: Ashidmaa D

HOLDING COMPANY SHAREHOLDERS
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Shareholders
EIT Capital Management (ECM)
BlueOrchard PEF
IFC
EBRD
Mercy Corps
Triodos Fair Share Fund
StichtingTriodos-Doen
Open Society Forum
UB Rotary Club
Mongolian Women’s Federation
EIT LLC
5 indivuals

Total

Website

Shares

Stake (%)

www.eit.mn

4,971,991

29.98

www.blueorchard.org

3,102,174

18.71

www.ifc.org

2,524,559

15.22

www.ebrd.com

1,929,475

11.63

www.mercycorps.org

1,254,180

7.56

www.triodos.nl

1,236,518

7.46

www.triodos.com

1,009,074

6.08

www.forum.mn

264,141

1.59

www.rotarymongolia.org

150,153

0.91

www.mwf.mn

50,000

0.30

www.eit.mn

9,657

0.06

82,722

0.5

16,584,644

100
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PEOPLE
In 2012, XacBank has delivered the social and financial education
programs including Aflatoun and Aspiration to 30,000 children and
youth throughout Mongolia.
To maintain the physical and mental well being of our employees and
their families and to provide them with a healthy lifestyle, paving the
way for increased productivity, we conducted a “Well being” program.

We are delighted to present the XacBank 2012 annual report for your
review.

strengthened, setting the stage for many future opportunities with a wide
network of international investors.

2012 was a year of political and global economic uncertainty that
caused many challenges. However, we have succeeded in creating
value for our shareholders by bringing our services ever-closer to our
clients and strengthening our market position. As a result, XacBank is
happy to record 2012 as a year marked with advancement.

In line with the shifting growth prospects for the Mongolian economy,
we modified the bank’s development plan through 2016 and commenced
the implementation of initiatives in certain frontiers.

A global slow-down of economic growth with some large economies
suffering contraction and in particular, the disappointing growth exhibited
by the Chinese economy has put downward pressure on the prices of
commodities exported by developing countries. Correspondingly,
Mongolian economic growth moderated and foreign direct investment
shrank due to these global macroeconomic challenges, parliamentary
and local legislative elections, and uncertainty regarding the investment
and regulatory environment in Mongolia.
This challenging external environment has hindered XacBank’s efforts
to offer medium term bonds on international capital markets but the
management team succeeded in positively demonstrating the current
and future prospects of the bank operations to over 200 financial
investors in Asia and Europe. 2012 has been a year in which the
brand of the bank as well as that of TenGer Financial Group has been
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In regard to the implementation of the new strategy, we have implemented
initiatives to expand the managerial team and their knowledge-base,
align clients’ current and future demand with the marketing strategy of
the bank, and restructure at both the organizational and operational level
to better address our evolving international and domestic clientele.
In order to make our banking services more valuable, reliable, and swift,
particular emphasis has been placed on establishing and enhancing
electronic channels, building capacity of primary and support systems,
management of multifunctional applications, and enhancing reliability.
In these efforts we have achieved tangible results. We upgraded our
card system to process transactions in real-time and established
19 new branch offices in Ulaanbaatar and the countryside. Our ATM
network expanded to a total of 91 and the number of corporate card
clients reached 878, which has increased our coverage of card
transactions. Our mobile banking services have also been upgraded to
a menu-based application to increase ease of use. Most importantly, we
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EXECUTIVE MANAGEMENT’S STATEMENT
clarified the future direction of the bank’s core and support systems and
established methodologies to reach these objectives.
Alongside our plans for a public bond offering, in line with developments
in the external environment, we have commenced collaborative
initiatives with our existing and new international clients to source
direct and collaborated deposits. As a result we met our foreign capital
targets in 2012, which demonstrates the increasing recognition of our
bank by the international financial community.
Despite the economic slowdown in Mongolia coupled with a highly
inflationary environment, we effectively managed our operations and
succeeded in increasing our capital and our market position in medium
and large corporate banking. We outperformed our targets for after-tax
net income and quality of loan portfolio. We increased our assets by 32
percent and became the fourth bank in Mongolia to pass the threshold
of 1 trillion Mongolian Togrog in assets.
Alongside XacBank’s business expansion, we have not neglected our
vision of superior social responsibility. We undertook many projects in
development of finance, the environment, vulnerable groups in society,
and youth. We are pleased to present this report where many of these
positive undertakings are laid out in detail.

In 2013, we aim to expand our position across market segments in
addition to innovating and enhancing the efficacy of our business
operations, structure, human resources, IT infrastructure, and electronic
channels all of which are instrumental to the future development of
XacBank.
It would have been impossible to achieve the many accomplishments
mentioned in this report without the trust and confidence placed in us by
our shareholders, clients, partner businesses and organizations, board
of Directors, and the productive collaboration of 1,600 employees in
100 business units of XacBank all over Mongolia along with the support
of their 4,000 family members.
I would like to respectfully express my sincere gratitude for your trust
and support on behalf of the XacBank community.
In return for this tremendous trust and support, on behalf of the entire
XacBank community, I pledge to always persevere and work towards a
balanced world, humanitarian vision, and clean profits.
We Love Our Mother Land

BAT-OCHIR.D
CEO of XacBank

MANAGEMENT TEAM
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CEO
BAT-OCHIR Dugersuren

Mr. Bat-Ochir Dugersuren was appointed as the Chief Executive Officer since 2011 January
He started his career as a Financial Advisor for the MicroStart Project in 1998 and since then
has contributed to the development of the bank and growing with it to become a capable and
talented leader. He started working as a financial officer for the MicroStart project and then
served in the technical support ACDI/VOCA financing department in August 1998. From
1999, he worked in the MicroStart project as a financing advisor and in the internal audit area.
He worked as the head of Finance department of X.A.C Finance Company (our predecessor)
in the year 2000. Between the years 2001-2006, Mr. Bat-Ochir held a position as the Director
of the Finance and Accounting Division and the also as a Director of the Operations Division,
he obtained a Master’s degree in Business Administration from the International Business
School, Brandeis University, Boston in 2008. Since then he held numerous top executive
positions such as Chief Investment Officer at TenGer Financial Group, Vice President of the
Finance and Accounting Division and First Deputy Chief Executive Officer of Xacbank, and
was then appointed as the Cheif Executive Officer of Xacbank.

Mr. Ganbaatar Jambal was appointed as the President of XacBank in October 2010. In 1998,
he started his career with the Central Bank of Mongolia as a bank supervisor. Since then
he has held various senior positions at the Central Bank, including Director of Financial
Regulation Policy Division, Director General of Supervision Department, and Member of
Board of Directors. In between 2006 and 2009, he also served as a Chairman of Board of
Directors of the Microfinance Development Fund of Mongolia. He graduated the National
University of Mongolia with Bachelor’s degree in Finance. He also holds Master’s degree in
Financial Economics from the American University, located in Washington DC. Currently, he
is a Ph.D candidate at the American University, where he has done extensive research on risk
management, economic development and vulnerability to poverty.

President
GANBAATAR Jambal
Ms. Delgerjargal Bayanjargal was appointed as Vice-President for Retail Banking since
March 2011. She was appointed as our Chief Financial Officer in September 2009, after
serving as Chief Operating Office since August 2007. She started her career from Credit
Officer and Office Manager at the UNDP supported the MicroStart project, in August 1998,
then served in many other positions as a Finance Manager, Chief Accountant and as the
Head of Policy of the Coordination Department with X.A.C. Finance Company from 1999 to
2002. Since 2002, she has served as the Head of the Microcredit Division, the Chief Credit
Officer and the Director of Credit Management Division, and the Director of the Finance and
Accounting Division. She was an officer in the Mongolian Stock Exchange from 1992 to
1998. Ms. Delgerjargal graduated with a Business Administration degree in Banking and
Finance from the Institute of Finance and Economics, Ulaanbaatar.
Vice president of retail banking
DELGERJARGAL Bayanjargal
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Mr. Erdenebayar Ganzorig was appointed as Chief Financial Officer of XacBank Since
People
January 2013. Prior to his appointment as CFO, he has worked since July 2012 as Head of
Financial Management Division of XacBank with the responsibilities for financial accounting Profit
and reporting, financial policy development, financial controlling, management accounting
and budgeting, and tax management. He joined the Bank as Risk Officer in 2005 and was
Planet
promoted in 2007 to Senior Risk Officer. From 2008 to 2010, Erdenebayar worked as Head
of Integrated Risk Management Division and was in charge of integrated risk management,
the asset-liability management and operational risk management. In the period from 2010
to 2012, he did his graduate studies in Japan and rejoined the Bank after obtaining a MBA
degree, majoring in Finance. Erdenebayar has spent with XacBank his professional career,
starting from a junior position and going through all the levels of management.
Chief Financial Officer
ERDENEBAYAR Ganzorig
Mr. Munhbayar Chogsom was appointed as Chief Operating Officer in November, 2011. He
began his career as an Inspector in the Financial Inspection Agency of the Ministry of Finance
of Mongolia and later worked as a Senior Inspector and Head of the Financial Inspection
Division of the State Specialized Inspection Agency. He received his Bachelor’s degree in
Financial Economics from the National University of Mongolia and holds Master’s degree
in Financial Management from the Australian National University. Prior to his appointment,
he worked as the Advisor to the CEO and Advisor to the Relations unit of Corporate Banking
Division of XacBank.

Chief Operation Officer
MUNKHBAYAR Chogsom
Ms. Gerelmaa Yunden was appointed as Chief Credit Officer in February 2006. She started her
career as an accountant in the International Settlements Department at the Bank of Mongolia
from 1986 to 1990. She also worked as a Director of the International Banking Department,
as the Deputy Director of the Credit Department, as the Director of the Debt Workout Unit, and
as the manager of financial institutions in the corporate banking department of the Trade and
Development Bank of Mongolia. She graduated with a degree in Economics from the Institute
for Economics in Berlin, Germany. She attended the management programme on market
economy from 1992 to 1994 at the Institute for Economics in Kiel, Germany.

Chief Credit Officer
GERELMAA Yunden
Mr. Battugs Chadraa was appointed as Chief Information Officer at XacBank in October
2012. He graduated from the Brigham Young University of Hawaii, USA with a Bachelor of
Computer Science. He started his career in 1999 as a software engineer and has worked for
Microsoft and Salesforce.com Inc as software engineer for 13 years.

Chief Information Officer
BATTUGS Chadraa

CORPORATE GOVERNANCE REPORT
GOOD CORPORATE GOVERNANCE
PRINCIPLES
XacBank recognizes corporate governance as the culture of it's
operation and management and is committed to implementing a
corporate governance system that puts in place structures and
procedures adding to the long-term sustainability of the bank, aligning
the interests of shareholders, board, management, and a wide range of
stakeholders, and ensuring effective and transparent decision-making
in the interests of all.
In 2011, XacBank’s parent company - TenGer Financial Group – adopted
the Code of Corporate Governance, further re-affirming the principles
of corporate governance applicable within XacBank and other Group
companies. This code, together with the Bank of Mongolia’s (Central
Bank) Regulations on Implementation of Sound Governance Principles
in Banking Institutions, approved on 26 December 2006, the OECD
(Organization for Economic Cooperation and Development) Principles
of Corporate Governance, originally issued in 1999 and revised in
2004, forms the basic framework and sets the principles the bank’s
corporate governance. This philosophy focuses on accountability,
disclosure, transparency, and responsibility at all levels and before all
stakeholders, including minority and foreign shareholders. The bank’s
corporate governance framework ensures that timely and accurate
disclosure of information is made on all material matters regarding the
bank, including its financial situation, performance, ownership, and
internal controls. Furthermore, it will ensure the strategic guidance
of the Bank, effective monitoring of management by the Board, and
the Board’s accountability to the Bank’s shareholders and all public
stakeholders.
In 2011, a set of major policies and procedures, including a Code of
Conduct and Conflict of Interest Policy, a Related Party Transactions
Policy, renewed Internal Rules of Procedure of the Board of Directors
and a Board Director Selection and Nomination Policy, were put in place
within the TFG Group, which improve further the board structure and
functioning, transparency and disclosure and control over environment
and processes.
This enhancement of corporate governance contributes to the
sustainable economic development of the bank by transparently
showcasing the Bank’s corporate performance, further increasing its
access to external sources of required capital, and assuring efficient
and effective use of its resources.

CORPORATE GOVERNANCE STRUCTURE
The Bank continues to operate as a limited liability company, registered
and incorporated under the laws of Mongolia. The Bank’s ultimate
authority lies with its shareholders. On behalf of the shareholders, the
Board has a policy setting role for the Bank, monitoring the activities of
management and giving strategic guidance. The Chief Executive Officer
(CEO) is appointed by the Board is directly responsible for managing
the day-to-day operations of the Bank, and reports on a regular basis to
the shareholders and the Board. The CEO represents XacBank without
the power of attorney as per the Bank Charter. The Board of Directors has
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established Standing Committees to focus on specific strategic areas.
These Committees are governed by their respective Charters (i.e. Bylaws) and report to the full Board during its regular and extraordinary
meetings. Sub-committees or any other ad-hoc structure may be
established by the Board in order to address specific or urgent issues
from time to time. The Internal Audit Division (IAD) of the Bank reports to
the Audit Committee, which in turn reports on the IAD’s activities to the
full Board of Directors. The full-time position of the Corporate Secretary
was established at the Bank and its parent company level to facilitate a
smooth functioning of the Board of Directors and the shareholders, and
to assist in effective communication with the management.

ORGANIZATIONAL STRUCTURE AND
MANAGEMENT PROCESSES
The Bank is comprised of branch offices and the head office with
divisions and departments under overall leadership of the CEO. In
order to further simplify and streamline the Bank’s operations and
prepare future managers and enhance succession planning, the frontoffice units report directly to President and Vice President of Retail
banking. The Bank’s Integrated Risk Management Division reports to
the President and Executive Board. The Internal Audit Division (IAD)
continues to be directly accountable to the Bank’s Board of Directors
with a parallel reporting to the CEO. The IAD conducts on site
examinations of all branches and head office units, and reports to the
Audit Committee of the Board. The composition and structure of the
Bank committees is determined by the executive management in order
to facilitate effective day-to-day management of its business affairs and
sound internal controls.
The Bank has a nation-wide network of 107 branches and extension
units. The extension units offer basic banking services and products,
and located in the areas of strategic importance for the Bank where it is,
nevertheless, not feasible to open a full scale branch office. Branches
consist of a director and line managers responsible for finance,
customer relations and credit operations, with corresponding teams/
officers under these managers. Branches have two main committees:
Branch Director’s Council and the Credit Committee which facilitate
decision making processes at the field level.

ENVIRONMENTAL AND SOCIAL
REPORTING SYSTEM
The Bank is strongly committed to the principles of sustainable
development as exemplified by the implementation of its Social and
Environmental Management System (SEMS) to address environmental
issues, both social and ecological, arising from the Bank’s operations
since 2002. The Bank firmly believes that sustainable development can
only come from educated and skilled people and businesses concerned
equally about the Planet, People and Profit (3Ps). To institutionalize
this triple-bottom line approach, the SustainabilityTeam was set up
to ensure overall compliance of the Bank’s business activities with
not only national environmental legislation and bilateral agreements
with investors and shareholders but also internationally recognized
environmental norms and standards. The Bank will further improve and

enhance its social and environmental management and its reporting
system, including revision of its current policy document and will
conduct a social and environmental performance audit on its operational
impact. The Bank has appointed an ex-officio Environmental and Social
Manager at the parent company level, and compliance officer at the
operational level, who are ensuring a proper operation and maintenance
of the Bank’s SEMS. The Bank compiles and provides environmental
and social performance reports on a regular basis to its strategic
shareholders and international investors.
The Bank also systematically gathers data on social and environmental
impact stemming out from its operations across the country, and
provides its shareholders and stakeholders with environmental and
social reports on a regular basis. Furthermore, the Bank has initiated
in-house environmental protection measures aimed at efficient use of
energy, fuel, water, reducing paper consumption and waste, as well as
seek to form business relations with partners, suppliers, and clients
who follow similarly the environmental standards.

BUSINESS CONDUCT AND CODE OF ETHICS
The Bank highly values personal integrity of its employees and business
ethics at the all organizational levels, and aspires to further maintain its
high public reputation for doing not only things right but also doing
the right things. Moreover, the Bank is treating co-workers, customers,
suppliers, shareholders and local communities with honesty and
respect, as well as mitigates any conflict of interest situations at both
management and operational levels.
The Bank management and co-workers strictly adhere to the following
fundamental principles and basic standards of integrity, transparency

and accountability, as approved and implemented through the
relevant
People
Code of Ethics:
Profit

-Integrity and Transparency: doing the “right thing” without
compromising our customers, suppliers, and shareholders - even when
Planet
circumstances make it difficult. We are clear, truthful and accurate in
what we say and do;
-Respect and Honor: treating each other with respect and dignity;
appreciating the diversity of our workforce, our customers and our local
communities;
-Responsibility and Accountability: taking accountability for ethical
decisions and actions, asking for clarification when necessary and
reporting concerns or violations in the workplace;
-Good Citizenship and the Rule of Law: complying with the spirit and
intent of the laws that regulate our business; contributing to the strength
and well being of our communities and shareholders.
The Bank’s Code of Ethics for Employees as well as for the Management
and the Board are approved by the Board of Directors. The Bank’s
orientation training program of the new employee includes the Code of
Ethics and Corporate Culture sections which are of the highest priority
for the Management. To monitor compliance with the Code of Ethics,
the Bank runs at all its branch offices a Box for customer complaints
and the Bank’s phone hotline also receives any related complaints or
suggestions directly, as handled by the Internal Audit Division. The
Chief Compliance Officer, Human Resource Management Department
and Internal Audit Division have general responsibilities for monitoring
the overall compliance of the Bank’s Code of Ethics, within their
scope of respective work. The Board Governance, Nominations and
Compensation (GNC) Committee oversees the compliance of the Code
of Ethics.

WE LOVE OUR MOTHERLAND!

GREEN BANK
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EMPOWERING PEOPLE
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To make sure that all employees and their families well being and health and their ability to work productively are preserved, the ; “Well being”
program was initiated and implemented by Tenger Financial Group.
In 2012, in line with its business growth, XacBank carried out
operations though the national network of 107 branches and settlement
centers, bringing the total number of staff to 1669, a 10 percent increase
from last year. During the year, 161 positions of female staff on longterm, maternity, and motherhood leave were retained. Furthermore, the
bank created 149 new permanent jobs and 72 jobs for sales of the Eco
Banking Department, aimed at reducing air pollution in Ulaanbaatar.
As part of the objective of efficient management of the recruitment
process, the bank the strategy was to attract targeted talents, hire
professionals that possess the qualifications and skills required for the
market launch of new products and services, and promote multi-faceted
structure of managers. In addition, managers at all levels were trained
in recruitment and selection strategies. Recruitment related risks were
substantially mitigated with the introduction of integrated standards for
the recruitment and selection process.

TRAINING AND DEVELOPMENT, AND
SUCCESSION PLANNING
XacBank runs a Leadership and Succession Planning Program,
implemented in accordance with the bank strategy to reinforce
our existing high standards of corporate culture and to improve
qualifications of our employees contributing to the success of the bank.
As part of the objective to maintain qualifications our employees at
sufficient levels, the bank has designed training programs to improve
staff’s customer relations and technical skills. Training was also
conducted in cooperation with foreign and domestic training and
development institutions to gain expertise in international best banking
practices. In total, 70,118 person-hours of training were carried out
and cumulatively 1,618 bank staff were trained. This is a 20 percent
increase from last year.
The XacBank’s Future 2012 scholarship program was offered for the
second year to assist our employees receive graduate degrees from
domestic universities. Eight workers were qualified for the scholarship
and provided with the opportunity to further their educations while
continuing their employment with the bank.
In order to support the future workforce that will work in and lead
the financial sector of Mongolia, including XacBank, we have been
sponsoring the university student scholarship program since 2002.

Partnering with the Badraa Foundation for the third year, 15 students
were granted a scholarship.
Within the scope of the Succession program, XacBank identifies a staff
segment with critical skills for the bank operations and top performance
and seeks to meet the internal demand with these employees.

EMPLOYEE PARTICIPATION AND
SATISFACTION
Owing to the bank’s focus on and mitigation of risks to employee
satisfaction, the employee turnover ratio was declined to 14.5 percent
in 2012.
To maintain the physical and mental well being of employees and
their families and to provide them with a healthy lifestyle for increased
productivity, the bank has been implementing the Wellbeing Program.
The program was well received by employees with large participation
in several events, increasing work satisfaction within the bank team.
The Wellbeing Program, initiated by TenGer Financial Group, was also
based upon findings of studies conducted among employees. Therefore
this program was an effective way to bring all employees closer through
a series of meaningful and uplifting activities. In 2012, cumulatively
over 8,000 employees participated in various activities arranged under
the program.

COMPENSATION AND BENEFITS
A performance-based compensation scheme and segmented strategy
was implemented and average-to-high performing employees’ salary
increase rate was brought up to 1.5 – 1.7.
A set of fair and equity principles were established to set salaries
competitive enough on the financial sector. XacBank is a favoured
employer, seeking to provide its employees with long-term secure
employment prospects. To help achieve this goal, the bank grants
mortgage loans on preferential terms and conditions, so that all staff
can afford better living conditions and quality of life. XacBank also
provides an individual pension account scheme. Within the scope
of this program, 91 employees have bought apartments. The health
insurance program covers some 700 employees subject to their service
term. The bank focused on investing in key employees for higher gains
from the benefits package.

In a framework to decrease the operational risk, implementation of a revised new standard for the selection of new work force employees was put in place.
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XACLOTTO, THE FIRST WHOLE YEAR
AND NATION WIDE PROMOTION CAMPAIGN
WAS SUCCESSFULLY LAUNCHED AND
CONDUCTED.

TOTAL NUMBER OF
WINNERS OF 2012:
6
Apartment
10
Trip to abroad
10
Trip to Disneyland
120 Millionaire
2997 Gift Cards

28

Starting from December 2011 with a goal slogan
“For Mongolia with savings”, we conducted XacLotto
successfully for the past year. As a result we increased
the personal deposits of the retail clients to result in
increase in the total number of current and savings
deposits ratio from 7.2% to 9.6% to increase our bank's
market share. Based upon these great results we have
decided to run XacLotto 2, to conduct the lotto for one
more year to introduce and educate the clients about the
benefits of having a deposits and savings.

MAIN AWARDS FOR 2012
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TOP 5 Bank
MNCCI and the government of Mongolia

Best bank in Mongolia
Emeafinance and Exporta group

Most active Issuing Bank in Mongolia
European Bank for Reconstruction and Development

Child Finance Awards - Pioneer Award
Child and Youth Finance International

TOP 5 Bank
Grand Expo - 2012
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PROFIT
In 2012, XacBank has paid MNT 5 billion in tax payment and became
one of the Top 100 Tax Payers of Mongolia.
The profit after tax reached up to MNT 15.2 billion as a result of fast
growing business, effective investments and accurate risk management.

MACRO ECONOMY

Economic growth reached its peak in 2011 with a 17.3 percent rise in
GDP. However, due to unfavorable international economic conditions,
domestic economic growth slowed down in 2012, dropping to 12.3
percent. The biggest growth generating sectors were agriculture, mining
and service sector. The agricultural sector accounted 3.1 percentage
points while mining and service sectors accounted for 2.5 and 5.7
percentage points for economic growth respectively. In 2012, foreign
direct investment into Mongolia sharply decreased, contributing to the
slowdown in economic growth. Widened trade deficit and government
budget were also contributing factors.
In 2012, shrinking demand for Mongolian main exports, a subsequent
price decrease caused the total value of Mongolia’s exports to decrease
to USD 4,385 million. Compared to 2011, exports have decreased a
total of 8.3 percent, while imports have risen by 3.2 percent to reach

Economic Indicators

USD 6,739 million. As a result of that, the trade deficit was USD 2,354
million in 2012.
Widened trade deficit and decline in foreign direct investment were
the main reasons that the Togtog depreciated against other foreign
currencies in 2012. Specifically, due to increase in the price of import
goods, the depreciation of Togrog influenced inflation to increase.
Moreover, the inflation was attributable to increased price of staple
products such as meat and meat products. As well, the price in real
estate market was kept high throughout the year, contributed to the
high inflation rate of 14.2 percent in 2012. Due to the effect of these
economic pressures on inflation, The Bank of Mongolia and partnered
with several government ministries to tackle the shortage in supply
and to level the prices of staple products by creating a medium term
stabilization scheme.

2008

2009

2010

2011

2012*

8.9

-1.3

6.4

17.5

12.3

Ì2 money supply (%)

-5.5

26.9

62.5

37.0

18.8

Policy Rate (%)

10.0

10.0

11.0

12.3

13.3

Inflation (%)

23.2

1.9

14.3

9.4

14.2

Import (USD Million)

3,244.5

2,137.7

3,200.1

6,526.9

6,738.9

Export (USD Million)

2,534.5

1,885.4

2,908.5

4,780.4

4,384.6

Trade deficit (USD Million)

(710.0)

(252.3)

(291.6)

(1,746.5)

(2,354.3)

Exchange rate (USDMNT)

1267.5

1442.8

1257.2

1396.4

1392.1

GDP growth (%)

* Preliminary Result				Source: Bank of Mongolia and NSO

The issuance of USD 1.5 billion "Chingis Bond" by Mongolian
Government in the international market is intended to stabilize the
macroeconomic conditions in Mongolia, while also supporting the
development of infrastructure and the Mongolian energy sectors.
Furthermore, it will provide relief from local currency depreciation
against foreign currencies. On the top of this, the sale of the government
bond increases foreign investors’ trust in Mongolian economy, even in
the face of adverse international economic conditions, helping to ensure
the stable flow of foreign direct investments. Oyu-Tolgoi’s plan to start
operations and to trade concentrated copper into international market
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from the second quarter of the year is expected to bolster economic
growth in 2013. Despite expectations for high economic growth, risk
continues to threaten the economy. Specially, international economic
slowdown, continued price decrease on the main export goods and any
further delays of operations at Oyu-Tolgoi due to unforeseen reasons
could affect Mongolian economic growth in 2013. Moreover, a lack
of efficient and rational spending of the funds raised the issuance of
the government bonds could further negatively affect international
confidence to the Mongolian economy.

BANKING SECTOR
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In 2012, banking industry growth was 28.0 percent and total assets
reached to MNT 11.9 trillion. However, comparing to the growth in 2011,
which was 50.1 percent, the industry performance wasn’t dramatic but
still in healthy level over the year. Loan portfolio in the sector accounted
for MNT 7.0 trillion with modest growth of 24.1 percent increase during
the year, where previous year it was three-fold higher than 2012.
Commercial funds and public deposits growth also squeezed and has
shown sign of slowing down. The current account balance at the end
of year was MNT 2.0 trillion – only 3 percent increases – when growth
was 30.2 percent in 2012. Meantime, public deposit growth also was
shown poor performance, 16.6 percent increases, and reached MNT 4.3
trillion. Although the industry performance wasn’t in line with previous
year the quality of assets has been gradually improved and total nonperforming loans (NPL) accounted for MNT 293.3 billion or 4.2 percent

Banking Sector

of the gross loans. Out of total NPL, 82 percent is loans from private
sectors and rests are loans related to individual and government related
entities. In accordance with “Monetary Policy in 2012”, the Central Bank
is mandated to implement macroeconomic policies in conjunction with
monetary policy target. Within the monetary policy for 2012, Central
Bank tightened its banking regulation in order to support financial
stability of the industry and strong capital adequacy. Both reserve
requirement and capital adequacy for the banks increased 100 bps
during the year and reached 12 and 13 percents respectively. Even
though financial system stability has been re-established and banking
sector shown vigorous growths in last fey year thanks to the enormous
growth of the economy, the financial system stability is still delicate
and could be heavily exposed to significant risk based on “Financial
Stability Assessment Report” by IMF.

2008

2009

2010

2011

2012

Total assets (%)

7.9

21.1

41.2

50.1

28.0

Gross loans (%)

28.7

0.4

21.5

72.3

24.1

7.0

17.1

11.3

5.8

4.2

Growth in Current account (%)

-4.9

23.6

109.5

30.2

3.0

Growth in Savings account (%)

-11.9

40.0

49.9

39.7

16.6

NPL rate (%)

				

Source: Bank of Mongolia

FINANCIAL HIGHLIGHTS OF 2012

During the year, the Bank was a leader in the industry in terms of public deposit growth, as well expanded its network and market share through
successful implementation of business strategy.

(MNT million) 		

2010

2011

2012

CAGR*

Assets		 468,383

817,574

1,077,703

51.7

Loan portfolio		321,691

535,895

630,919

40.0

Public deposit		235,266

365,291

516,023

48.1

Total capital		 48,118

119,614

146,697

74.6
53.1

Net income		

6,501

12,147

15,247

Non performing loans (%)		

1.5

1.2

1.3

Return on equity (%) 		

22.5

25.0

18.7

*Compounded annual growth rate (2012 / 2010)

XacBank operated with high quality of assets and strong capital adequacy, both is well high in the banking sector. International credit rating agencies’
assigned B and B1 rating with “stable” outlook, and the Bank continued to provide reliable banking service to become leader in the industry.

NATIONWIDE NETWORK

/%/

NET INCONE

15.2

MNT billion

25.5

TOTAL ASSETS

1.077.7

MNT billion

31.8

LOAN PORTFOLIO

630.9

MNT billion

17.7

CAPITAL

146.7

MNT billion

22.6

PUBLIC DEPOSIT

516.0

MNT billion

41.3

RETURN ON EQUITY

18.7

6.3

ppt

NON PERFORMING LOAN (%)

1.3

0.1

ppt

CAPITAL ADEQUACY RATIO

20.4

0.4

ppt
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4 Business Service Centers
Full national coverage with

103 Branches

24 hour online service

888 MERCHANT network
Over

520,000 CUSTOMERS
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TOTAL ASSET

BORROWED FUND

Over the course of the previous fiscal year, our total assets reached
MNT 1.1 trillion with 32 percent increase; this was the shortest time
achievement in the financial sector of Mongolia that a bank’s asset has
counted by trillion.
In 2012, Central Bank conducted tight monetary policy through
increasing its reserve requirement and policy rate. In consideration
of the policy changes, the management took actions to increase its
liquid assets in line with short-term risk management strategy to avoid
unfavorable macroeconomic changes and negative surprises from the
market. By the period, the liquid assets accounted for 42 percent of total
assets, which is 600 bps higher than industry average.

Borrowed funds reached MNT 286.1 billion, an increase of 32 percent,
and accounted for 27 percent of the Bank’s assets growth. Despite
slowdown in the international financial market, the Bank attracted MNT
125.3 billion, which was 2 fold larger than previous year, new fundsfrom
foreign financial institutions.
Total of MNT 45.7 billion has been raised as a project fund financed
by government and other international organizations. The funds were
used to provide low cost of capital to small and medium businesses
in rural area that improves domestic production and create new jobs
in the countryside.

LOAN PORTFOLIO
During the year, the Bank distributed total of MNT 609 billion in loans
and similar products (credit lines and overdrafts) to 112 thousands
clients, increasing its loan portfolio by 18 percent from the previous
year and totaled MNT 630.9 billion net loan portfolio. Over the last
half decade the Bank’s lending portfolio has increased by CAGR of 46
percent, 16.5 percentage points higher than the industry average.
Although, within the fiscal year, the average loan size has estimated at
MNT 7.3 million (27 percent higher) due to strategic transition to SME
and corporate market; an exposure to 40 large loans and total capital
ratio was 102 percent that is well below the other banks’ average.
Furthermore, thanks to the conservative risk management strategy and
tight internal controlling, quality of loan portfolio kept in tremendously
good level as NPL is standing at 1.3 or 2.9 percentage point below than
sector. In parallel, loan loss reserve built by the Bank accounts 106
percent of NPL, indicating that the Bank is sufficient enough to cover
potential credit losses.

PUBLIC DEPOSIT
The public deposit (current account and deposit) reached MNT 516
billion in 2012, resulting 41 percent increase annually, while the
number of depositors reached 316 thousand-boasting an increase of
more than 120 thousands in the last year. The Bank’s market share of
public deposit expanded to 8 percent by gaining 1.7 percentage points
during the period. Savings growth in terms of depositor reveals that
deposit from retail clients grew by 49 percent, and business deposits
increased by 27 percent.

CAPITAL
Equity increased by MNT 15.2 billion through retained earnings, 18
percent increases, and reached MNT 97.8 billion during the fiscal year.
Furthermore, the Bank received USD9 million tier-II capital from IFC,
and total capital including subordinated loans reached to MNT 146.7
billion.
Capital Adequacy Ratio estimated at 20.4 percent, 400bps above the
banking sector average and 840 bps higher than regulatory requirement
set by the Central Bank. These figures demonstrate that the Bank is still
in leading position in terms of prudent risk management.

EARNING
The Bank is aimed to increase shareholders’ value through achieving
assets growth, investing efficiently to build strong corporate capability,
and implementing prudent risk management practice. The year 2012
was the one of remarkable period we continued to perform well as
we executed our strategic plan to generate economic value to our
shareholders.
Full-year 2012 net income generated MNT 15.2 billion, 26 percent
increase from the last year. The key fundamentals were aggressive
expansion in business banking segment, widening electronic channel
through an investment we made in the previous years, and proactive
risk management strategy implemented. Although employee numbers
increases was 7 percent, earning per employee increased by18 percent
over the year.
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012

			
2012		2011
			
MNT'000		MNT'000
Interest and similar income			
127,996,992		
93,331,655
					
Interest and similar expenses			(67,972,299)		(48,020,470)
NET INTEREST INCOME			
60,024,693		
45,311,185
				
Fees and commission income			
		
3,249,974		
1,644,506
Fees and commission expenses			 (595,810)		 (537,551)
NET FEES AND COMMISSION INCOME			
2,654,164		
1,106,955
				
Net trading loss			
(41,371)		
(77,485)
					
Other operating income			
2,793,036		
1,906,425
TOTAL OPERATING INCOME			
65,430,522		
48,247,080
					
Credit loss expense			(2,423,785)		(2,630,584)
NET OPERATING INCOME			
63,006,737		
45,616,496
					
Operating expenses			
(44,108,246)		
(30,563,030)
Amortisation of deferred grants			
1,270,175		
1,064,697
PROFIT BEFORE TAX			20,168,666		16,118,163
					
Income tax expense			(4,921,301)		(3,971,649)
PROFIT FOR THE YEAR AND TOTAL COMPREHENSIVE INCOME FOR THE YEAR
(NET OF TAX) ATTRIBUTABLE TO EQUITY HOLDER OF THE BANK			
15,247,365		
12,146,514
					
EARNINGS PER SHARE (MNT):					
Basic earnings per share				

749.12		

792.95

Diluted earnings per share			
749.12		
792.95
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2012		2011
			
MNT'000		MNT'000
ASSETS
Cash and balances with central bank			174,463,368		114,304,144
Due from banks			
142,638,165		
39,515,647
Reverse repurchase agreements 			
3,498,061		Financial investments - held-for-trading			
79,742		
123,558
Financial investments - available-for-sale			478,492		434,680
Financial investments – held-to-maturity			88,135,490		98,854,788
Loans and advances to customers			
630,919,177		
535,894,643
Other assets			
7,314,920		
5,426,077
Property, plant and equipment			24,992,318		19,081,961
Intangible assets			
4,498,568		
3,938,191
Deferred tax asset			
684,300		TOTAL ASSETS			1,077,702,601		 817,573,689
				
LIABILITIES					
Due to banks					
55,931,724		
62,464,219
Repurchase agreements			63,004,615		48,822,587
Due to customers 			
516,023,247		
365,291,454
Borrowed funds			
286,052,999		
217,087,557
Subordinated loans 			48,864,226		37,028,367
Deferred grants			
1,576,638		
689,015
Other liabilities			
7,381,421		
3,352,800
Income tax payable			
1,034,996		
53,891
Deferred tax liability			-		
198,429
TOTAL LIABILITIES			979,869,866		734,988,319
				
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE BANK					
Ordinary shares			20,353,656		20,353,656
Share premium			34,989,097		34,989,097
Other reserves			10,531,368		10,531,368
Retained profits			
31,958,614		
16,711,249
TOTAL EQUITY			
97,832,735		
82,585,370
TOTAL LIABILITIES AND EQUITY			1,077,702,601		 817,573,689

INTERNATIONAL INDEPENDENT RATING

Moody’s Investors Service (www.moodys.com), a global credit rating agency, provides credit ratings,
research, and risk analysis on commercial and government covering debt instruments and securities. Its
credit opinion on XacBank is as follows:

				
2012
Outlook							

2011

Stable

Stable

Deposit Rating – Foreign Currency				
B2/NP

B2/NP

Deposit Rating – Local Currency				
B1/NP

Ba3/NP

Bank Financial Strength Rating /BFSR/				
E+

D-

Baseline Credit Assessment (Adjusted)

			
b1(b1)

Ba3/(Ba3)

Issuer Rating

			
B1

Ba3

Short Term Issuer Rating				NP

NP

Senior Unsecured MTN				
(P)B1

Ba3

Other Short Term				P(NP)

P(NP)

Fitch Ratings (www.fitchratings.com) is a globally well-respected rating agency dedicated to providing
future value and opportunities beyond the rating through independent and prospective credit opinions,
research and data. A rating figure for the Bank is provided below:

				
2012

2011

Outlook				Stable

Stable

Long-Term foreign currency Issuer Default Ratings (IDR)				

B Stable

B stable

Short-Term foreign currency IDR				B

B

Long-Term local currency IDR				

B Stable

B Stable

			

B+ Stable

B+ Stable

Sovereign Rating: Long-Term local currency IDR				

B+ Stable

B+ Stable

Sovereign Rating: Long-Term foreign currency IDR
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Within the framework of the five-year strategic policy approved by
XacBank’s Board of Directors, the Corporate Banking Division divided
clients into two segments: Small and Medium Enterprises (SMEs)
and corporate clients in order to provide tailor made services fit for
each client type and to offer a comprehensive set of banking services.
Overall, Customers’ expectations of the banking sector are shifting
from the traditional financial products of deposits and loans to a
comprehensive set of financial products and services, which have the
complexity to match their increasingly complex operations. In order to
meet this shift in market demand, XacBank adopted the new strategic
policy for its SME and corporate clients.

To implement the new strategy the Corporate Banking Division has
expanded and been reorganized, dividing into a Small and Medium
Enterprises Division and a Corporate Clients Division. Under the new
structure, each division is expected to manage their respective segment
efficiently and effectively in order to make a significant contribution
towards the goals of the 2016 business plan. Unstable macroeconomic
conditions and the slowdown in growth of banking assets adversely
affected the performance of corporate loans, resulting in loan portfolio
growth that was weaker than the previous year. However, the bank’s
superior customer services for its long-term clients and particular
emphasis on non-loan clients have enabled an increase in the weighted
average portfolio.

SME Loan Portfolio /bill.MNT /

% In Total Loan Portfolio

285.80

60%

235.23
40%

126.20
61.11

20%

0%
2009

2010

2011

2012

As the bank’s client base grows and the business operations of existing
clients expand, the average loan size in 2012 grew by 71 percent.
To increase the availability of financing for our customers, the bank has
expanded its partnerships with domestic and international commercial
banks. To mention just a few, XacBank has established a partnership
with the Mongolia State Bank to finance a mining processing plant,
received a syndicated loan from the European Bank for Reconstruction
and Development, and worked with the Swedish export agency to
finance construction and mining services companies.
Partnerships with International Financial Institutions and the
Government of Mongolia, including the Mongolian SME Development
Fund, the Japanese International Cooperation Agency (JICA) Two Step
Loan program, and the Asian Development Bank’s rural development
loan program, have enabled the provision of low cost, long term loans.
Through these programs, the SME Division has increased the project
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financing portfolio to MNT 54.2 billion.
In order to ensure efficiency of customer segmentation management, we
have successfully implemented a project to ensure that each corporate
client is assigned a point of contact at the bank. As a result, 90% of
our total customer base received a relationship manager. Furthermore,
we have implemented a confidentiality policy to be followed within the
bank, which increases the measures taken to keep customer information
confidential.
Implementation of the Millennium IT system for the Mongolian stock
exchange in cooperation with the London Stock Exchange meant that
a system for the clearing and settlement of securities trading through
the banking sector was introduced into Mongolian market for the first
time. XacBank was chosen as one of the 4 banks in Mongolia to provide
these services for its clients. As a result, a total of thirty-nine brokerage
companies have signed a clearing banking contract with the bank, and

through these new partners, we have gained 480 clearing customers in
agreement with XacBank who actively trade on the securities market.
This innovation which was introduced to Mongolian stock exchange has
enabled market participants to trade through commercial banks of their
choosing using the T+3 settlement system.
The Corporate Banking Division has focused on the bank’s trade
financing capabilities for the last three years and has been dedicated

to raising the number of the letters of guarantee provided by XacBank
and to increase the capability and the productivity of our employees.
Furthermore, by conducting customer oriented workshops along with
a marketing push in the years 2010 and 2011, these efforts paid off
with the trade finance and international payments guarantee business
growing exponentially in 2012.
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The “Mongolia Investment Summit” was held in Hong Kong on October
30-31, 2012. The purpose of this event is to help investors to know
all about Mongolia’s economic and investment climate and to explore
the exciting business and investment opportunities that Asia’s fastest
growing economy has to offer. XacBank took a major role in the summit
and Mr. Bat-Ochir Dugersuren, Chief Executive Officer of XacBank
did a spotlight presentation on “Showcasing Mongolian investment
opportunities – Financial services.” Mr. Ganbaatar Jambal, President
of XacBank was a moderator for a panel discussion on “Exploring new
investment prospects in Mongolia’s up-and-coming industries.”
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Letters of credit for imports increased by MNT 10.0 billion, reaching
MNT 30.0 billion in 2012. We have opened a new line of letter of credit
for trade finance with Deutsche Bank and have increased the existing
lines with ING, the European Bank for Reconstruction and Development
(EBRD), and International Finance Corporation (IFC) while their fee
structures and terms have been improved.
Within the scope of the trade finance and international payments
business in 2012, the bank has successfully completed its first forfeit
transaction, while completing an export financing deal worth USD 6.2

million and includes eight international companies from four different
countries to finance a mining services company who supplies advanced
mining technology.
As the bank concentrates upon increasing non-interest revenue, the
provision of new services and products have yielded positive results
with a 4.7 percent increase in the share of fee income compared with the
total income of the bank. This result is partially a factor of the fact that
income generated by trade finance and letter of guarantee services have
increased 2.6 times with an increase in income of 73%.

				
2011

2012

Non interest income to operational income (%)				

4.9

10.6

Net profit of Business Banking /billion.MNT/ 				

6,867

8,593

Net profit in Total Bank Net Profit (%)				
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To ensure the development of the bank’s SME services, the Human
Resources Department at XacBank conducts ongoing training and
capacity building to prepare our employees to provide the highest
standard of customer service. The bank has also carried out many
domestic and international training exercises to achieve this goal.
To highlight one of these capacity building partnerships, we have
successfully conducted long term joint training program with Human
Fortis LLC to improve the sales skills and quality of customer service
of our employees. The program included employees that work closely

with SMEs in Ulaanbaatar as well as the other provinces around the
country. The advisory capabilities of the employees who participated in
this program increased by over than 15 percent after the completion of
the training sessions. Furthermore, with technical support provided by
in conjunction with EBRD financing, the bank was able to get insightful
information from the Frankfurt School of Finance and Management to
increase the bank’s credibility, improve the processing of loans, and to
improve the human resources policy, improving the bank’s ability to use
these tools effectively in our business model.

The Business Bankers Club was founded by SME loan officers
bankers. The main goal of the club being to improve the knowledge
and share information between the bankers in the club to ultimately
produce new generation of leaders.

Efficient customer segmentation and internal restructuring and
highly trained proffessional staff are the fundamental building
blocks necessary to implement XacBank’s five year strategy
sustainably and effectively.

CORPORATE BANK: SUCCESSFULLY CONTRIBUTING TO THE DOMESTIC CONSTRUCTION
INDUSTRY OF MONGOLIA PROVIDING THE FIRST HIGH QUALITY THERMAL INSULATION FOAM
BLOCKS

Due to the current competitive business environment some companies
will forgo of quality of services and product in favour of short term
profits. But also there are companies who have the vision for long
term stable business who values quality. To make sure that long term
vision, preference of quality is an essential part of the company and
successfully running the business, Pyramid Industry LLC is one of the
clients of Xacbank.
The company was established in 1996 to manufacture construction
materials, it is the first manufacturer to produce EPS thermal insulation
foam blocks in Mongolia, since then it has been producing high quality,
fire resistant foam blocks supplying the domestic market. The company
and in partnership with Construction Architecture corporation prepared
the first foam block standard MNS 4629-98 in year 1998, currently the
company follows the MSN ISO 13163:2011 standard implemented in
Mongolia.
Pyramid Industry LLC loaned MNT 500 million in year 2011 from
XacBank with the purpose to improve manufacturing capacity, to install
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new technology. The company now can produce 60000ì3 of EPS
thermal insulation foam blocks.
The company have received numerous awards such as “The year’s
best product”, “Trusted company by the customers” and from BARILGA
EXPO-2009 “Best Manufacturer”, “The best National Manufacturer” in
year 2011,”Known standard implementing foremost company” in year
2010, “The best construction material producer” from Ministry of Road,
Transportation Construction and Urban Development in year 2011.
Currently Pyramid Industry LLC is nationally recognised producer
of construction materials in Mongolia known for its high quality and
have gained the trust in the construction industry, the fastest growing
industry in Mongolia today as one of the best suppliers in town. Setting
example that preference of quality can produce profit. The company
created tens and thousands of employment opportunities contributing
to the development and economic growth of the country in real feasible
way.

RETAIL BANKING SERVICES
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In 2012, XacBank Retail Banking spent its greatest effort towards
improving its customer services, updating the quality of the products
and placed an emphasis upon improving the terms of the services and
products offered to the customers to match their demands and needs.
These improvements were made so that the use of internet banking
was promoted and also the networks and channels of availability of the
banks service were widened so that the sufficiency of the service was
more disposable to the customers.
The Bank increased its branch network by opening 19 branches in
Ulaanbaatar and across the country, making it total of 103 branches.

Along with the branch network expansion, the bank invested into the
expansion of the ATM’s, companies and merchants who accept our card.
As a result the total number of ATM reached 91 and companies and
merchants who accept our card increased to 878 making our services
more accessible to our customers.
The policy of the Central Bank in year 2012 to increase the commercials
banks’ reserves and liquidity requirements had an effect upon the growth
rate of the loans of the Bank, hence the retail banking loan portfolio was
tied and managed along with the deposit growth and supply.

Indicators

		2012

2011

12/11 (%)

Number of loans disbursed			105,186

111,864

-6%

Loans amount (billion MNT)			334.2

364.1

1%

Total number of active loans			82,355

96,585

-16%

Outstanding Loan Portfolio (billion MNT)			333.2

308.2

8%

Average loan size (million MNT)			4.1

3.2

28%

The Bank issued loans amounting to MNT 368.4 billion in 2012 and
personal loans of the citizens reached MNT 333.2 billion, compared to
the previous fiscal year the total loan amount has increased by 1% and

the personal loan portfolio has increased by 8.0%. Of the total loans
issued, 32.9 percent was for businesses purposes, 36.2 percent for
consumption, and 30.9 percent for the purchase of property.

Loan portfolio

Number of lenders
6.7%
30.9%

32.9%

26.1%

36.2%

67.2%

Microloan		

Consumption

Mortgage

Deposits from individuals increased by 45 percent and reached MNT 368.2 billion in 2012 and the number of deposit accounts at the bank increased
by 38.4%, reaching 664.6 thousand. 27 percent of the deposits are classified as demand, 21.3 percent as short-term, and 51.2 percent as long-term.

Indicators			2012

2011

12/11 (%)

Number of Current accounts			260,196

211,145

17.7%

Portfolio of Current accounts (billion MNT)			 10.6

8.1

30.8%

Number of Savings accounts			404,422

269,210

50.2%

Portfolio of Savings accounts (billion MNT)			 366.6

245.7

49.2%

Starting from December 2011 with a goal slogan “For Mongolia with
savings”, we conducted XacLotto campaign successfully for the past
year. As a result the Bank increased its market share in retail deposits
by increasing 7.2% to 9.6%. Based upon these great results we have

decided to run XacLotto 2, to conduct the lotto for one more year
introducing and educating the clients about the benefits of having a
deposits and savings.

XACLOTTO’S WINNER MISS ERDENEBULGA:
ENCOURAGING ALL HER PEERS TO OPEN
SAVINGS ACCOUNT AT XACBANK

-Congratulations on becoming the super winner of XacLotto.
-Thank you
-I want to thank XacBank for doing the XacLotto and want to wish
success to all of its employees.
Can you tell us when you found out that you have won and your feelings
at the time?
-I found out about it when I was watching the lotto drawings live, which
was aired by the Mongolian National Broadcasting channel on May 30,
at 9 p.m. While I watched they called out my savings account number
but I couldn’t believe it. So I called XacBank and when they told me that
I was the super winner and that I have won a two bedroom apartment is
when I finally believed and me and my family was so happy.
-When will you get the keys to your new apartment?
-XacBank has informed me that they will hand me the keys in September
of this year.
-Did you personally open your savings account at XacBank or did
someone in your family open it for you?
-I first saw the XacLotto advertisement and told my mother that I would
like to open a savings account at the bank. My mom supported my idea
and we went to the city to open an account. I am so happy that the
savings I opened won the two bedroom apartment.
-You have savings now and it’s earning compound interest monthly.
How and what do you spend your interest income on?
-At the moment I don’t plan on spending the interest income, I want to
keep on increasing my deposit and when it reaches sizeable amount
then I want to start thinking about spending. But until then I want to
keep on saving.
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-There are lots of commercial banks in Mongolia, why open a savings
account at XacBank?
-The main reason for me to open a savings account was because of
XacLotto. I didn’t think I would win a 2 bedroom apartment, but other
prizes such as MNT 1 million, gift cards and trips for abroad caught my
attention and I decided to open an account with XacBank.
-When you finish school what do you want to be and what university
do you want to go to?
-I want to go to the medical school and become a doctor.
-When the time comes for you come to study in the city you don’t
have to worry about the housing anymore because you have your own
apartment. Housing is very important for college students who come
from countryside. Now you will not have to worry about the housing.
-Yes, I am very happy about that. When you become a university student
and come to the city you have to rent a place or stay with your relatives.
But now, when I come I can stay at my own apartment.
-Did you tell your friends that you have won an apartment? What was
their reaction?
-They didn’t believe me when I told them and they kept asking me if it
was true. But when I showed them the certificate for the apartment then
they believed me and congratulated me on my winning.
-What would you say to your peers, the teenagers about the advantages
of having a savings?
-I would like to encourage my peers to open a savings account and
start saving up. Also want to tell them to open an account at XacBank.
Anybody can become super winner like me and win an apartment.

CURRENT AND SAVINGS ACCOUNT
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2012

2011
10.6 3%

Planet

8.1 3%

88.1 23%

68.2 27%

278.4 74%

177.5 70%

Current account

Demand deposit

It has become a tradition of XacBank to hold a XacHuu's celebration
each year on the mothers and childrens day celebrations. In total 20
thousand children took part in the celebrations, childrens who have

Term deposit

savings with the bank was treated to a all expenses paid circus show.
As of December 2012, 16.7% of all children in Mongolia that is 173,216
have saving accounts at XacBank.

MICRO FINANCE
At the end of 2012 XacBank has issued MNT 124.8 billion in business loans to the micro business owners and self employed people for their turnover
and fixed assets and by the end of the year, 17.1 percent of the total loan portfolio was micro-loan and 23.9 percent of customers were micro-loan
clients.

Retail loans

Urban
42.7%

Average size of the loans borrowed /Million MNT/

Rural
57.3%

The micro-loan program which XacBank is jointly implementing with
the international organization Kiva in year 2012 reached 1,019 citizens
with issuance of MNT 2.4 billion in loans. At the end of 2012 total
of 1,211 active borrowers have MNT 1.8 billion worth of Kiva loan
portfolio, around about 1,000 people from 200 countries helped to
fund these loans as a part of the Kiva program 457 citizens who were
covered in the Kiva broking program and who repaid their loans were
given interest discounts worth of MNT 10 million after repaying their
loan on time were reimbursed to their XacBank savings accounts as an
additional financial incentive for borrowers.
Within the scope of the “Micro insurance” project funded by the
International Labor Organization (ILO), the Bank with Tenger Insurance
Company included 2,317 micro-business owners in “Happy citizen”
health insurance program. Self-employed people who do not pay
social insurance were covered by this health insurance. This initiative

Urban

Rural
6.0

8.8

has enabled these people to be able to manage the risk of unexpected
injuries, accidents, and health problems.
XacBank has formally joined the Smart Campaign movement which
is organised by the leading financial institutions aimed at protecting
the clients, and working towards implementing this program into the
domestic market.
XacBank has continued its support to savings and credit cooperatives,
which were initiated by citizens who live in rural areas of the country
and have limited opportunities to access financial services and stable
microfinance services. In 2012, we cooperated with 49 savings and
credit cooperatives in the area of technical assistance, consulting
services, and financial services and have supported the process to
launch an umbrella organization to support cooperatives.

GANTSETSEG BAATAR
Mrs.Gantsetseg was diagnosed with tissue damage in acute pancreatitis
when she was 16 and lost ofher ability to work. She left school and
stayed at home with her family since then.
Her older brother used to produce cashmere products at home and he
taught her how to knit cashmere products when she was 14. Because her
parents and siblings were supportive of her, she was highly motivated
to help her brother to run his business of cashmere production. She
had learnt lot from her brother over the years and she really gotten into
cashmere production.
Cashmere production of Mongolia is well-known by its quality to the
world wide. Local micro entrepreneurs run small cashmere production
and quality of products is nearly same as the bigger cashmere
production companies. However the products are comparably cheaper
than cashmere production companies.
She had bought her very first second hand knitting machine from
cashmere factory with MNT 70,000 in 2009. She started her own
business at home in her spare room and got orders from her
acquaintances at first. Soon after she needed to increase the efficiency
and bought automatic knitting machine with MNT 250,000. She used to
run her business at home in her spare room.
“I am very grateful to my family for being there for me. I was told that I
will never be able to work or study. But my sister bought me my very first
automatic electric knitting machine”
Gantsetseg met a woman and she offered to purchase cashmere
products in larger numbers from her. Because of large orders, she
needed help and hired an employee. Hence her business required more
investment to buy spinning machine in order to increase volume of
production and reduce the time spent on single product.
She did some research and asked her friends and family who were
experienced in receiving financial services. She was told that XacBank
disbursed loans with fewer requirements in shorter time. She went to
XacBank’s closest branch from her home and applied for loan. She
had granted with a loan of MNT 2,500,000 in Dec 2010. XacBank had
disbursed the loan through slush fund (dedicated fund for borrowers
who have no collateral or who do not have enough collateral to secure
loan) because her collateral position was less uncertain to receive a
loan at that time.
She now supplies her product to 2 different retailers and they sell the
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product in market as well as in a small shop which located at the center
of Bayan-Ulgii province. They also export the product to Kazakhstan.
She also receives orders within the area where she lives and produces
products that are comparably cheaper and have good quality. The
production business is running with 14 employees and 5 are member of
her extended family. The shop has 15 knitting machines and 5 sewing
machines.
She determined to produce good quality cashmere products to local
and overseas customers. She always attempts to assist her employees
to help them overcome their social needs. She now runs her business
at bigger and brighter rental place and she always like to say that she
is contributing to economy by creating employment and increasing
organic production.
“We all face problems every day but biggest problem for me is finding
employees who are experienced in knitting and sewing. Because there
is so few specialty training schools and it is hard to find the graduates.
So I train the employees first when I hire them. However when trained
employees leave I have to train another new person from the beginning”
said Mrs.Gantsetseg.
Her first and the only financial service provider was XacBank and
she feels grateful to XacBank and its staff to support her business.
She says that she could never receive a financial support from any
other financial institutions because she did not meet the collateral
requirement. She attended financial and management trainings that
provided by XacBank’s cooperated organizations and started saving
for her children’s education. After proper financial education she is
eager to receive more financial services that will make her to run her
business easier and convenient. She recently enrolled for E-banking,
Amar service and deposit cards services that XacBank provides. She
has been granted total of 3 loans from XacBank and she has now MNT
5,000,000 of active loan at XacBank.
Thanks to her growing business, not only her employees now have an
income source, also local customers have an opportunity to afford good
quality organic cashmere products.
She has goal of opening her own store in Ulaanbaatar city to sell her
products to local customers. She also wishes to open small training
course for those who are willing to work for her or start their own
cashmere production.

In 2002, the card processing center was successfully relocated and
since the relocation the card processing service has been running on
real time basis.
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ELECTRONIC BANKING
The passing year 2012 was a great year for the electronic banking
services filled with many accomplishments.
One of our main objectives in 2012 was to expand the card services
and increase the size of our card network. To accomplish this goal, we
relocated the card processing centre and the card payment processing
has been running on real-time, improving the efficiency of the card
payment services and quality of the services provided to our customers,
the number of cardholders has reached 145.9 thousand increasing by
39%.
On top of this we have introduced cards with EMV chip, an international
standard chip card which decreases the risks of our cardholders and
ensures the card safety of our clients.
XacBank has increased the number of ATM’s by 81 and now operates 91
ATM machines in Ulaanbaatar and all over the country.
In 2012 our aim was to expand the card services and increase the
number of companies who process our card to increase size of our card
network evenly in Ulaanbaatar city and the countryside.
As a result of this aim, now we work with 878 card processing
companies which is a 2.7% increase from last year and transaction
numbers have increased by 3.5% indicating that electronic banking
services are gaining strength.
By the end of the year smart phone platform of AMAR service and
internet banking services have in total 130 thousand users, with average

monthly transaction of 30-40 thousand. As the active users number
increases in line with average transaction size, the total MNT value of
transactions also increase, now total of MNT 10 billion transactions are
done via this line.
Advantages of AMAR platform and one of the features that makes
it competitive compared to the same platforms offered is that AMAR
services provide a merchant network. The Bank has expanded the
AMAR agent network and paid specific attention to develop agents’
services to a higher standard, we have developed a system to train
agents on a regular basis, to provide consultancy service to them, and
to use an intensive mechanism with a monitoring system for agents in
order to help increase their performance.
Started implementing last year project to implement a system to
deal with domestic producers payments and transactions via online,
to increase the capacity of the system and to increase number of
companies who receive the service have been carried out thoroughly
at each stages.
Stages of development and improvements have been implemented to
improve and refine the services of the electronic banking services and
to improve the quality and standards, within this scope of work we have
carried out works to improve and renew the internet banking system and
also designing a new integrated payment system.

MORTGAGE LOANS

CUSTOMER SERVICE

The Bank understands the social responsibility it bears and with this
aim at hand we try to support the improvement in the quality of the life of
our clients. Therefore we place an increased emphasis upon mortgage
loan products, and the options and loan terms and conditions of those
products. The new product that we introduced in 2012, a mortgage
loans specifically designed for Mongolians who work and live abroad.
This product allows customers to interact and access mortgage loans
using the internet banking services, enabling them to overcome the
barriers of distance to have access to mortgage loans services and
purchase a property in Mongolia.

XacBank has implemented a new project in 2011 to bring up our customer
service standards to an international level, and has implemented a first
stage of "Service Excellence" in 2012 and has evaluated the results.
Within this frame of work we work to improve the client’s satisfaction,
to successfully identify a customer’s needs and wants, and providing
services and products which can fulfill these needs and work towards
widening the business of the clients, to improve the loyalty of the client
to the bank and introducing customer oriented services.

Based upon our experience of introducing a fully packaged mortgage
loans into the market in year 2011, this year we have introduced new
fully packaged loans for clients who are purchasing houses and private
properties. The packaged mortgage loan allows the customers to
finance the renovation, purchase of new furniture and arrangement of
infrastructure solutions of the newly purchased houses and properties
at the same time.
The Bank is an active participant in development of the secondary
housing market and it is the first commercial bank in Mongolia to sell
the mortgage loans portfolio into the market. The Bank has collaborated
with Mongolian Mortgage Corporation (MIK) in respect of operating
actively on the secondary housing market and seeking long-term
and relatively cheap loan sources for its customers. Within this cooperation, we have issued mortgage loans with a fixed interest rate and
have successfully sold MNT 3.1 billion loan portfolio to MIK in 2012.
In 2012 we have issued MNT 27.3 billion in mortgage loans and helped
1,192 families buy a home.
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One of the biggest actions that was carried out towards improving
the customer services of the Bank was to create a Customer Service
Department within the Bank. Through this department the Bank is able
to monitor the customer satisfaction, deal with customer complaints and
queries efficiently and smoothly, also it can successfully monitor the
customer satisfaction index.
As a result of these works the Bank was able to receive a score of 436
from the Singapore National Service Excellence standards agency with
a “Good” rating, first time commercial banks of Mongolia. We carried
out a customer satisfaction survey with the assistance of an independent
research and analysis company, satisfaction index results showed that
customers are 86% satisfied with our services with a “Good” rating.
Mystery shopping and NPS methods were carried out within assistance
from independent research companies to rate the quality of services
provided by our customer services representatives; pioneering in the
banking sector. We are working to improve the score of the service
excellence standard, to improve the client’s satisfaction index score,
working to identify key segments and identify these segments' needs to
provide tailor made services to each segment, to improve the loyalty of
the client to the Bank.
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I have been working as an egg sorter at INSUNG CORPORATION in
South Korea since 2009. Like many fellow Mongolians who live and
work abroad, the purpose of my coming here was to save enough money
so that I will be able to buy an apartment when I return to my country.
But when I heard that the real estate price was increasing dramatically in
Mongolia, it seemed almost impossible to buy an apartment no matter
how long I saved up.

Mortgage loan borrower, Ms Altanchimeg Tumurbaatar, who lives and
works with her family in South Korea under an Employment Agreement
with her whole family.

Some time ago I heard that XacBank was offering mortgage loans
to Mongolians who live abroad and wanted to buy an apartment in
Mongolia. I acquired the service of the XacBank and opened a savings
account for apartment via online. I was happy that I could save my hard
earned money in a trustworthy Mongolian bank. Not long after my online
savings balance reached the down payment for an apartment and I was
able to make a loan application through an online banking platform.
XacBank was able to process my loan application within 5 working
days without prolonging the period due to my distance. Now I own a 2
bedroom apartment in Mongolia and I was happy that I was able to pay
off my mortgage loan within the period of my employment agreement in
South Korea. I am grateful to XacBank.
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PLANET
XacBank, as a good corporate citizen, has fully endorsed the United
Nations Global Compact and strives to incorporate the ten principles in
it's corporate policies and business operations. The Bank also aims to
move the sustainable development agenda forward on its performance
related to human rights, labour rights, the environment and the fight
against bribery and corruption through support of the Global Compact.

HUMAN RIGHTS
Principle 1 Businesses should support and respect the protection of
internationally proclaimed human rights; and
Principle 2 make sure that they are not complicit in human rights
abuses.

LABOUR
Principle 3 Business should uphold the freedom of association and
the effective recognition of the right to collective bargaining;
Principle 4 the elimination of all forms of forced and compulsory
labour;
Principle 5 the effective abolition of child labour; and
Principle 6 the elimination of discrimination in respect of
employment and occupation

ENVIRONMENT
Principle 7 Businesses are asked to support a precautionary approach
to environmental challenges;
Principle 8 undertake initiatives to promote greater environmental
responsibility; and
Principle 9 encourage the development and diffusion of
environmentally friendly technologies

ANTI-CORRUPTION
Principle 10 Businesses should work against corruption in all its
forms, including extortion and bribery

XACBANK’S ECO LOAN IS HELPING THOUSANDS OF LOW AND
MIDDLE INCOME PEOPLE TO SAVE ON FUEL COST AND ENABLING
THEM TO HAVE A POSITIVE IMPACT ON THE ENVIRONMENT.

NANSALMAA YONDON
Yondon Nansalmaa is one of over 700,000 residents in Ulaanbaatar’s
ger districts—an expanse of sprawling, peri-urban neighborhoods
burdened by low incomes, poorly insulated housing, and harsh winter
conditions. Families in these areas typically inhabit wooden houses
or gers, traditional Mongolian felt tents brought from the countryside.
Ulaanbaatar is the coldest capital in the world, and over the course
of an entire year, average temperatures in the city hover just over
freezing; between September and May, temperatures regularly drop to
below -30° Celsius. Struggling to keep warm, most families rely on
inefficient stoves, burning 4.5 tons of coal per year per household. The
consequences are twofold: the cost of fuel consumes between 10%
and 30% of annual income, and the massive quantity of coal burned
contributes 60% of Ulaanbaatar’s particulate matter pollution—making
it the second most polluted city in the world.
Ulaanbaatar, Mongolia – A view from the ger districts
In the winter of 2010, Nansalmaa endured the winter as most families
do by spending much of her salary on fuel, diverting funds from
food, clothing, and support for her children. Alternatives were far too
expensive. Fuel efficient stoves cost as much as 350,000 Mongolian
Tugrik (MNT), or approximately 250 USD, and other methods of
preserving heat—including improved insulation (ger blankets) and
door coverings (vestibules)—have market prices upwards of 600,000
MNT (430 USD). As a senior community volunteer at her local
government office, Nansalmaa only earns 140,000 MNT (100 USD) per
month, subsidized minimally by her home-based sewing business.
During the same period, XacBank established a network of product
centers throughout the ger districts, each selling energy-efficient
products subsidized by the Clean Air Fund of Mongolia and the
Millennium Challenge Corporation. By facilitating product sales and by
offering below market-rate loans for products, XacBank ensured that
a broad base of customers could access an environmentally friendly
lifestyle. The provision of mircoloans for these products with relaxed
collateral requirements, a reduced interest rate, and flexible loan
repayment term was an important element of expanding access to
low-income clients. By using an improved stove, ger district residents
reduce their fuel consumption by 30 to 40%. By using all three products
offered an improved stove, a ger blanket, and a vestibule clients can
reduce fuel consumption by 50%, saving nearly 400,000 MNT (290
USD) per heating season. XacBank’s microloan was designed so that
the monthly savings from the use of the energy efficient products is
greater than the client’s monthly loan payment adding no financial
burden to the client.
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XacBank Eco Banking Product Center, Ulaanbaatar, Mongolia
Nansalmaa found the savings potential and the added comfort provided
by energy-efficient products to be extremely appealing. The reduced
cost of fuel would be worth more than twice Nansalmaa’s monthly salary
and would allow her to spend more on food and other basic necessities;
it would also allow her to help her sons and daughters financially,
who were growing older and starting families of their own. Still, even
at the subsidized price, the combined cost of the ger blanket, stove,
and vestibule was unaffordable. She would need to take out a loan
something that Nansalmaa had never done before.
“This was the first loan I ever took,” Nansalmaa explained. “I wasn’t
confident…I was really pessimistic about the likelihood of getting a
loan. But fortunately XacBank gave me a loan even though my income
was so low.” The ease with which Nansalmaa was able to access
financial support was especially important to her. “The bank gave me
all the documents and I was able to prepare them in two days, which
was so easy. I waited a week to get the documents approved. I am so
appreciative of their fast service and the loan’s affordability.”
Now, just under two years later, Nansalmaa has almost entirely paid off
her debt. “I have to pay 8,000 more togrog (6 USD) and I will be finished
with my loan.” Because of the bank’s below-market interest rates,
Nansalmaa continued to support her sons and daughters throughout
the loan period, helping them to begin their new lives beyond the family
ger. “I consider myself a very lucky person,” she continues, “the bank
allowed me to get these products and made this all happen.”
Going forward, Nansalmaa has not only improved her present living
conditions, but has also gained more confidence to pursue her personal
goals. Her experience at XacBank and the success of her first loan has
encouraged Nansalmaa to seek out further loan opportunities that will
allow her to expand her sewing business. She emphasized that she
wants “to gain ownership of my land…so that I’d be able to use it for
collateral for a loan.” With the extra financial assistance, Nansalmaa
would purchase additional materials for sewing and would expand the
number of clothing items that she offers to her customers, ultimately
expanding her small business and increase her income.
Nansalmaa’s experience with XacBank’s energy efficient products is one
of almost 100,000. Clients have taken on loans or purchased improved
stoves and insulation independently, empowering them to put more
into savings and achieve their goals. Collectively, these individuals are
making an enormous impact on Ulaanbaatar’s air quality, improving the
health and livelihoods of their communities and establishing a standard
for environmental consciousness that will be followed for years to come.
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In the capital city of Mongolia 45.8 percent of the whole population lives
(as of first quarter of 2012), and of those people 60% are living in the
Ger district.
XacBank in partnership with Millennium challenge account foundation
working on Clean Air Project, to introduce energy efficient less carbon
producing stove, heating insulation, doorway shed to the GER districts
and have successfully implemented the last stages of the project
in December 2012. Within the scope of the project carried out from
2010- 2012 XacBank have set up a 63 Ger sales outlets in 64 khoroo
(areas) of 6 districts around the city and employed 181 people to sell
energy efficient less carbon producing products to the Ger districts,
which consist of 133,500 household who are 73% of households in
Ulaanbaatar city. From year 2010 – 2012 XacBank have helped 96
thousand household which is 72% of the total household to finance the
purchase of energy efficient products. With the help of the bank total of
109,779 products were sold of those 85,160 were energy efficient less
carbon producing furnace, 19,850 were heating insulation for the Ger,
4,769 were for the purpose of building a doorway shed. We issued
micro loans for 944 customers for the purpose of purchasing energy
efficient products and also the bank is supporting 12 small medium
enterprises that produce eco products.
A households energy cost on average decreases by 44% when using
an energy efficient products totaling up to a savings of MNT 408,000

per month, taking account of total products sold the Ger districts
households will save in total of MNT 39.5 billion which is 388,598 tons
of carbon emission decrease.
XacBank’s Eco product project started in 2011 with a purpose to enter
into the international carbon emission market, the bank have work
relentlessly and have now been registered as a member at the
National bureau of clean development of Mechanism of Mongolia as
the first commercial bank. Also the bank has submitted the request to
be registered at the UN Convention of Climate Change. By registering
at the Convention of Climate change of the UN, the bank will be able
to receive.
Since its approval by the UN, XacBank will be eligible for cash
compensation of 1.17 million tons of CO2 emissions for Eco friendly
product project that minimize environmental pollution from London
based Citi Group and Citi Micro Finance throughout next 7 years.
XacBank received USD 20 million in loans with tenure of 5 years from
Deutsche Bank’s Global Climate Partnership Fund S.A. SICAV-SIF fund
and up to 45 percent of the capital will be invested in small to medium
enterprises that facilitate and supply energy efficient products and the
remaining 55 percent shall be made available to citizens that seeking
to make the transition from energy efficient housing solutions from ger
districts.

56

People
Profit
Planet

SOCIAL AND FINANCIAL EDUCATION FOR THE YOUTH

Aspire
We have been implementing the “Aspire” financial education program
for Mongolian girls aged 14 to 18 with Women’s World Banking since
2009 and from 2010 we have extended this program by including both
boys and girls who are in the senior level classes of general education
schools. In the 2012-2013 academic year, the program covered 6,842
adolescents from 112 schools in Ulaanbaatar and 21 aimags outside the
city. Helping to develop the skills to manage their finances themselves
and balance spending and saving effectively

products and services such as Aflatoun, “Aspire” financial education
program, and Future millionaire savings program for children. Within
the partnership with International CIIP network and non government
corporations (NGO) “Effective marketing for Scaling Up Financial
Services to Youth” and “Reaching Scale with Financial Education
for Youth” handouts for children in developing countries have been
prepared and distributed to promote social and financial education of
the youth and helping to make our contribution.

Aflatoun
We have implemented the “Aflatoun” program which has been used
successfully in 94 countries worldwide to provide financial and social
education to children aged 8 to 13. In 2012, 31 schools in Ulaanbaatar
and rural areas were chosen and 5,300 students were involved in the
program. Under this program, an additional 20 hour curriculum was
carried out through a “learning by doing” teaching methodology. The
Aflatoun curriculum is designed to strengthen skills on how to express
one’s own opinion, behave appropriately in society, and make decisions
or find solutions by analyzing problems critically to realize value of
money and spend efficiently.
XacBank has won an award for Pioneering financial service providers
in exploring financial access for children/youth from the Children and
Youth Finance International, corporation based in Netherlands with its

XacBank is setting example and leading as the provider of social and
financial education for children and youth, leading in the Asian region
with its products aimed at children and youth. As an experienced
institution on the matter we have organized a training program in Nepal
on the subjects of implementation of products and services aimed at
youth and children and conducting a program and training courses for
children and youth for the purpose of educating them on social and
financial education.
In March 2012 we have partnered with Golden Fund of Development
Association (NGO) to successfully organize an international conference
on the Financial Education of Children and Youth in Ulaanbaatar City,
where over 100 domestic and international projects participated. Under
these program and training courses initiated by XacBank, in 2012 total
of 30,000 children was included.

CUMULATIVE DEPOSIT SCHEME
Retention and motivation of employees have always been one of the
biggest challenges that companies face. To address these issues,
XacBank introduced the “Cumulative deposit scheme”. This service
governed by a detailed contract and allows employees to generate
wealth over the period of employability and the company provides
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rewards in exchange for firm commitment and productive contribution.
We are pleased that the cumulative deposit scheme is serving the
interests of both the company and its employees and is becoming a
popular product on the market.

RISK MANAGEMENT
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The primary objective of risk management function of Bank is managing
inherent financial and non-financial risks within acceptable risk level
as well as providing support to business units to accomplish their
business strategy and plan.

2.Risk Management Council of TenGer Financial Group has
responsibility to provide professional guidance and direction to each
subsidiary to implement effectively the risk management strategy and
policy approved by BoD.

In light with this objective, Bank has hierarchical risk management
system in which:
1.Board of Directors (BoD) is ultimately responsible for review and
approval of risk strategies and principles as well as monitoring its
implementation through three specialized Board committees such as
Risk Management, Credit and Audit Committee.

3.At the Bank level, Risk Management Committee is mainly responsible
for setting policies, determining risk exposure limits; developing
management strategy for identified financial and non-financial risks
and monitoring them constantly in close cooperation with further
three committees: Credit Committee, Asset and Liability Management
Committee and Audit Committee.

BOARD OF TENGER FINANCIAL GROUP
Risk Management Committee

Credit Committee

Audit Committee

Strategy and policy development

Reporting and Control

Assurance
TENGER FINANCIAL GROUP
Risk Management Council of Group
EXECUTIVE MANAGEMENT OF XACBANK
Credit Risk

Credit Committee

Liquidity Risk
Asset and Liability Committee
Risk Management Committee

Market Risk

Operational Risk
Audit Committee
Compliance Risk

RISK MANAGEMENT ORGANIZATION

In reporting period, we continued to pursue our objective of improving the Three Lines of Defense risk management framework, in which every single
unit has pre-determined role and responsibility.
1st Line of Defence
Business Units

2nd Line of Defence
Risk Controlling Units

3rd Line of Defence
Internal Audit

Each business unit is
primarily responsible for the
management of potential
business related risk exposure
in their daily operations.

Risk Controlling Units are
responsible for setting policies
and procedures, determining risk
appetite and limits, introducing
best practices as well as
provide guidance and direction
to business units in order to
support proper execution risk
management policies.

As the 3rd line of defence,
Internet Audit Division is mainly
responsible for evaluation
of risk management system
effectiveness as well as provide
guidance and direction in order
to enhance the risk management
and controlling system.

Risk Controlling Units:
-Integrated Risk Management
Division
-Finance Division
-Credit Risk Management
Division
-Information Security Unit
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LOAN PORTFOLIO RISK MANAGEMENT

LIQUIDITY RISK MANAGEMENT

The main aim of our loan portfolio risk management is to prevent from
changes in the economic environment or bank strategy that affect our
loan portfolio quality as well as (from) the high concentration in one
economic sector, or one loan product, or one lender and its relevant
parties.
We implement our loan portfolio risk management through monitoring
the loan portfolio quality, calculating the expected loss, assessing
the concentration risk and conducting the sensitivity and stress test
analysis. In order to optimize our loan portfolio management, the
Integrated Risk Management Division (IRMD) provides the Bank’s
executive team and the related units with necessary research, analysis,
information and reports through the Risk Management Committee
meetings.

The main objective of our liquidity risk management is to maintain
adequate level of cash and cash equivalent liquid assets to meet all
payment obligations when they come due in the normal and deviant
market conditions. On the other hand, another objective is to ensure
the profitability and manage the funding profile adequately. Our liquidity
risk management approach starts with forecasting cash flows based
on the market perspective and analyzing the funding concentration
and deposit withdrawals before their due date. Then the liquidity
limits are set and maintained at appropriate level. Moreover, we are
continuously upholding liquidity prudential ratios in accordance with
the requirements of the Bank of Mongolia.

Loan portfolio quality assessment: To assess our loan portfolio quality,
we observe the loan classification and its changes, loan aging,
prepayment, ongoing due days and collaterals as well as examine
the review on over due loan portfolio with regard to macro economic
conditions. Moreover, our Credit Scoring and SME rating programs,
which determine borrower’s optimal loan amount, pricing and rating,
provide us an opportunity to measure the single loan risk contribution
on the loan portfolio quality. In 2012, the central bank of Mongolia
implemented tight monetary policy which influenced slowdown of
lending growth of the banking sector. Even though, the bank’s total loan
portfolio increased by 17.7 percent, reached MNT 636.5 billion.
In the reporting year, economic and business conditions were not
good enough due to the worsening of global economic condition and
Mongolian parliamentary election, which held on July. Despite of all
these effects, the bank has taken preventive actions and maintained the
bank’s portfolio at risk over 1 day and non-performing loan portfolio
(portfolio at risk over 90 days) at 2.5 percent and 1.3 percent of total
loan portfolio respectively, re-assuring the bank’s high quality of loan
portfolio on the market.
Expected loss: We calculate the expected loss of our loan portfolio using
factors such as the probability of default (PD), loss given default and
loss identification period, in accordance with IFRS (IAS). Our expected
loss is calculated for each loan product, economic sector and foreign
currency position and compared to the required loan loss reserve of the
Bank of Mongolia. The results of calculations are properly evaluated
and analyzed. In year 2012 the expected loss was less than the required
loan loss reserve.
In year 2012 the pending loss amount was less than the required loan
risk fund set aside as part of the policy set by Central bank.

INTEREST RATE RISK MANAGEMENT
In order to manage the interest rate risk at acceptable level, we
determine the appropriate percentage of the Interest Rate Sensitive
Assets to Liabilities Ratio based on the macroeconomic perspective
and tightly monitor its performance. We offer various products with
flexible interest rates for our customers to reduce their interest rate
risk exposure and also to maintain efficient management of interest
rate risk. At the end of 2012, 33.3% of the interest earning assets and
21.8% of the interest bearing liabilities had flexible interest rate, this
demonstrates the stability of our interest rate structure. As a result of
the effective interest rate risk management, we were able to reach the
targeted level of net interest margin even in turmoil economic condition.

EXCHANGE RATE RISK
For purpose of adequate management of our exchange rate risk, we
use our own internal value-at-risk model for calculating the regulatory
market risk capital. In February 2011, the Bank of Mongolia approved
our internal value-at-risk model. Since then the model has been
periodically refined and approval has been maintained. In 2012, the
average value-at-risk was MNT 55 compared to MNT 37 million in
2011. The increase in average value-at-risk in 2012 was primarily
driven by increased market volatility. In order to verify the predictive
power of the value-at-risk calculation, we conduct back-testing
involving the comparison of hypothetical daily profits and losses with
the estimates from the value-at-risk model. An outlier is a hypothetical
loss that exceeds our value-at-risk estimate. On average, we would
expect a 99 percentage confidence level to give rise two or three outliers
in any one year. In our regulatory back-testing in 2012, we observed
three outliers only. It is proving the predictive power of our value-atrisk model.

RISK MANAGEMENT ORGANIZATION

OPERATIONAL RISK MANAGEMENT

COMPLIANCE

Operational risk is defined as probability of potential losses resulting
from the inadequacy or failure of internal processes and systems,
people or from external events.
Within the risk management framework, Risk Management Committee
is responsible for setting rules for operational risk management and
monitoring, taking preventive and corrective measures to decrease
operational risk level into acceptable level. In reporting period, we have
obtained independent consultancy from international renowned expert
in order to strengthen further our operational risk management system.

The Bank does its best to comply with the related laws of Mongolia,
regulations, policies, ethical and other standards, and in order to avoid
any risk associated with the breach of above mentioned rules, the bank
conducts everyday compliance monitoring and defines, evaluates and
eliminates the risk. IRMD is responsible for compliance issues and Anti
Money Laundering and Terrorist Financing (AML/TF) activities of the
Bank.

Key Risk Indicators: Key risk indicators are the fundamental components
of operational risk management framework which help to monitor overall
risk exposure of the Bank. In reporting period, we determined basic
key risk indicators and introduced related monitoring and reporting
system to provide early warning signal of potential operational risks for
executive management.
Loss Database: In cooperation with Internal Audit Division, we initiated
and developed Loss Database software in order to collect operational
loss data and build future historical database.
Risk Assessment: Integrated Risk Management Division conducted
different risk assessments on products and processes and provided
necessary recommendations as well as guidance to business
units. Furthermore, Bank uses operational risk insurance coverage
policy to ensure business continuity without any impediment or
interruption.
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Formerly the compliance issue was an additional responsibility of the
Operational Risk Officer and in 2012 a dedicated Compliance Officer
was nominated and in addition the President of the bank is now
responsible for the compliance issues at the managerial level.
AML guidelines came into prominence globally in recent years, and
XacBank gives great emphasize on the issue. In this regard “XacBank
regulation on Anti Money Laundering and prevention of Terrorist
Financing” was revised in order to be in line with international
guidelines, local laws and requirements of regulatory authorities.
Moreover, the Bank conducts on-going trainings on AML/TF issues
for all related employees. The training covers essential aspects such
as familiarization with related laws and regulations of Mongolia,
regulations and guidelines of XacBank, reporting of suspicious
transactions, and Know Your Customer.

INTERNAL AUDIT OF THE XACBANK
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The mission of the Internal Audit Division is to add value through an
independent appraisal of all of XacBank’s operations and activities and
governance resulting in improved operational efficiency, risk analysis
and management and internal control systems and assisting XacBank
in achieving its objectives.
Board of Directors should direct and monitor regularly the sufficiency,
effectiveness of the organizational structure and staffing of the Internal
Audit Division for achieving its mission objectively and independently
from any elements of the XacBank.
Internal Audit Division should adhere to risk-based internal audit
principle and implement “International standards for the professional
practice of internal auditing” developed by Institute of Internal Auditors
as stated in its “Internal Audit Charter”.
In order to comply with risk-based internal auditing IAD has applied
in its audit activity risk evaluation method of the head office units and

branches and audit sampling method aiming to define sufficient and
appropriate amount of sample, which are approved by the BOD Audit
committee.
In 2012, IAD has audited head office units and branches in accordance
with “2012 Audit plan” approved by the Board Audit committee. All
audit reports and recommendations have been reported to the Executive
Management of the XacBank for their official resolutions aimed at
improvement of efficiency of operations, internal control system and
risk management. IAD has regularly followed-up implementations of
the Executive Management decisions.
IAD has successfully fulfilled its duty to organize BOD Audit Committee
meeting every quarter and presented subjects in accordance with the
“Charter of the BOD Audit Committee” such as all audit results, internal
control system of the bank, performance, staffing and structure of the
IAD.
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PARTNERSHIP
FOR PROGRESS
The current success of the Bank could not be realized without the
supports from many partnering organizations.

CORPORATE SOCIAL RESPONSIBILITY:
A GLOSSARY OF BASIC TERMS
Code of conduct
A code of conduct is a set of rules and regulations, guidelines and
management principles governing the way in which the employees of
a company are expected to behave. It encapsulates a company’s core
values, which should form part of the fabric of its day-to-day activities.
In other words, a code of conduct lays down the required standard of
behaviour for the company as a whole.
Compliance
Compliance – as the name suggests – refers to the systems and
procedures within a company to ensure that it is in compliance with
the applicable guidelines and statutory requirements. Companies
should have a dedicated Compliance unit or designated officer for this
purpose, responsible for checking that they are adhering to the relevant
Mongolian and international regulations and legislation in respect of
insider trading and money laundering, for instance.
Corporate citizenship
Corporate citizenship is the term used to describe the relationship
between a company and its local environment. It covers the philanthropic
activities of a company and its employees, as well as sponsorship,
which is of mutual benefit.
Corporate governance
Corporate governance sets out the framework for the transparent
management and monitoring of a company. The recommendations of
the Mongolian Corporate Governance Code4, mainly designed for listed
companies, serve to create transparency and underpin confidence that a
company is being managed in a responsible manner. In particular, they
afford protection to the shareholders of a company.
Corporate responsibility
Corporate responsibility describes the extent to which a company is
aware of – and lives up to – its responsibilities in those areas where
its activities have an impact on society, the employees of that company,
the environment and the business landscape. In other words, corporate
responsibility embodies a corporate philosophy based on transparency,
ethical behavior and respect for the various stakeholders. It is an
umbrella term, encompassing sustainability, corporate governance and
corporate citizenship.
Corporate social responsibility
Corporate social responsibility covers all company’s activities and
programs designed to better preserve and protect the society in which
we live for future generations, in the context of sustainable development.
It is a key element of corporate
responsibility.
Global Compact
The Global Compact is an initiative of the United Nations. Companies
that sign up to the Global Compact undertake to advance ten universal
principles in the areas of human rights, labour, the environment and
anti-corruption.
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Global Reporting Initiative
The Global Reporting Initiative (GRI) is a multi-stakeholder process and
independent institution, whose mission is to develop and disseminate
globally applicable Sustainability Reporting Guidelines.
Information Disclosure (also Public Disclosure)
The process of providing information to the affected local communities
and other stakeholders that is timely, accessible, understandable,
and in the appropriate local languages. For companies with potential
adverse impacts, information on the purpose, nature and scale of the
company, and any potential risks to and potential impacts on such local
communities should be included.
Social and Environmental Assessment
The process of evaluating and addressing potential social and
environmental impacts and risks of a company and identifying any
mitigation or corrective measures that will enable the company to meet
the requirements of the Performance Standards, applicable domestic
laws and local regulations, and any additional priorities and objectives
for social or environmental performance identified by the client.
Social and Environmental Impact Assessment
The Social and Environmental Impact Assessment report focuses on
the significant issues of a company and predict and assesses the
company’s likely positive and negative impacts, in quantitative terms to
the extent possible. Examines global, trans-boundary, and cumulative
impacts as appropriate. Impact assessment includes baseline data,
alternatives analysis and management program.
Social and Environmental Management System
The Social and Environmental Management System includes the
organizational structure, responsibilities, policies, procedures
and practices, and resources, and is essential for successfully
implementing the company-specific management program developed
through the social and environmental assessment of its operational
impact. A good management system enables continuous improvement
of the company’s social and environmental performance, and can lead
to improved economic, financial, social and environmental outcomes.
Social and/or Environmental Audits Report
Report focuses on (i) compliance of existing facilities and operations
with relevant laws and regulations, and applicable International Finance
Corporation (IFC) Performance Standards; and (ii) the nature and extent
of significant adverse environmental impacts.
Sustainability
Sustainability is a holistic concept, based on an ecologically compatible,
socially just and economically effective approach to development. That
means using resources carefully, responsibly and efficiently – with a
view to the here and now and generations to come.

MICROFINANCE CLIENT PROTECTION
PRINCIPLES
XacBank has endorsed the Microfinance Client Protection Principles, initiated by the Center for Financial Inclusion and promoted by the Smart
Campaign* in 2009. These principles are at core of the Bank’s business operations and will be further implemented to strengthen its trust-building
with the clients and customers in terms of being transparent in the pricing, terms and conditions of all financial products.
Avoidance of Over-Indebtedness. Providers will take reasonable steps to ensure that credit will be extended only if borrowers have demonstrated an
adequate ability to repay and loans will not put borrowers at significant risk of over-indebtedness. Similarly, providers will take adequate care that
noncredit, financial products (such as insurance) extended to low-income clients are appropriate.
Transparent Pricing. The pricing, terms, and conditions of financial products (including interest charges, insurance premiums, all fees, etc.) will be
transparent and will be adequately disclosed in a form understandable to clients.
Appropriate Collections Practices. Debt collection practices of providers will not be abusive or coercive.
Ethical Staff Behavior. Staff of financial service providers will comply with high ethical standards in their interaction with microfinance clients and
such providers will ensure that adequate safeguards are in place to detect and correct corruption or mistreatment of clients.
Mechanisms for Redress of Grievances. Providers will have in place timely and responsive mechanisms for complaints and problem resolution for
their clients.
Privacy of Client Data. The privacy of individual client data will be respected, and such data cannot be used for other purposes without the express
permission of the client (while recognizing that providers of financial services can play an important role in helping clients achieve the benefits of
establishing credit histories).

CORRESPONDENT BANKS

Country: Currency

SWIFT code

Account number

China: CNY, USD
Agricultural Bank of China Inner
Mongolia Branch, Erlian City

ABOCCNBJ050

05999901040000095 (CNY)
05999914040000080 (USD)

Australia: AUD
Australian and New Zealand Banking
Group Limited

ANZBAU3M

920983AUD00001 (AUD)

PBNKDEFF

755772 607

SMBC JP JT

4347 (JPY)
3625 (USD)

CZNBKRSE

772-8-USD-01-3

Cananda: CAD
Canadian Imperial Bank of Commerce,
Toronto, Canada

CIBCCATT

1818813 (CAD)

Russia: EUR, GBP, RUB, USD
Sberbank (Savings Bank of the Russian
Federation), Moscow

SABR RU MM

30111978700000000536 (EUR)
30111826700000000536 (GBP)
30111810800000000536 (RUB)
30111840100000000536 (USD)

China: CNY, USD
Industrial and Commercial Bank of China

ICBKCNBJNMA

0610040629200108396 (CNY)
0610040629200108795 (USD)

United States: USD
HSBC Bank USA N.A., New York

MRMD US 33

000-144860 (USD)

United States: USD
Deutsche Bank Trust Co. Americas,

BKTRUS33

04-434-754 (USD)

Germany: EUR
HypoVereinsbank, Munich, Germany

HYVEDEMM

69 109 012

BNDCCAMMINT

10246824000200101 (USD)

BBRUBEBB010

301-0104743-64-(EUR)

BOTKJPJT

653-0468959 (JPY)

Germany: EUR
Deutsche Postbank, Bonn, Germany
Japan: JPY, USD
Sumitomo Mitsui Banking Corporation,
Tokyo, Japan
Korea: USD
Kookmin Bank, Seoul

Canada: USD
National Bank of Canada
Montreal, Canada
Belgium: EUR
ING NV/SA Belgium, Brussels, Belgium
Japan: JPY
The Bank of Tokyo-Mitsubishi UFJ, Ltd.,
Tokyo, Japan
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INTERNATIONAL FUNDERS

in thousands MNT

2,366,570
Calvert Foundation, a nonprofit organization, is an
industry leader in Community Investment. It was
launched in 1995 as a separate organization with the
support of the Ford, MacArthur and Mott Foundations. It’s
goal is to maximize the flow of capital to disadvantaged
communities in order to foster a more equitable and
sustainable society.
4 years, www.calvertfoundation.org

11,136,800
As a specialized microfinance fund management
company, Incofin Investment Management invests in
microfinance institutions that help enterprising people
to set up their own business and thus get a chance to
improve their living conditions Incofin Investment
Management works together with 64 microfinance
institutions in 26 countries, making it the leading Belgian
investor in microfinance.
7 years, www.incofin.com

20,881,500
The Global Climate Partnership Fund was established
in 2009 and provides loans to financial institutions
and projects that contribute to a 20% reduction in
the emission of carbon dioxide and other greenhouse
gases. The Fund’s investors include the German Federal
Ministry for the Environment, KfW Development Bank,
the International Finance Corporation, and the Danish
Government.
5 years, http://www.gcpf.iu/

13,921,000
Credit Suisse Group, founded in 1856, headquartered
in Zurich, operates as a financial services company
worldwide. It provides companies, institutional clients
and high-net-worth private clients worldwide, as well
as retail clients in Switzerland, with advisory services,
comprehensive solutions, and innovative products in
over 50 countries.
3-5 years, www.credit-suisse.com

5,733,695
Kreditanstalt fuer Widerderaufbau (KfW) Bankengruppe,
established in 1948, is a state-owned development bank
designed to assist developing countries and the German
economy. It provides funds for housing, infrastructure,
environmental protection and preservation, and venture
capital. KfW is involved in funding telecommunications,
transportation, energy infrastructure, and industrial
projects around the world.
10 years, www.kfw.de

8,915,373
The European Bank for Reconstruction and Development
(EBRD) uses the tools of investment to help build market
economies and democracies in 27 transition countries.
It provides project financing for banks, industries and
businesses. It also works with publicly owned companies
to support privatization, restructuring state-owned firms
and improvement of municipal services.
4 years, www.ebrd.com

20,881,500
The International Finance Corporation (IFC) is a member
of the World Bank Group. It fosters sustainable economic
growth in developing countries by financing private
sector investment, mobilizing capital in the international
financial markets, and providing advisory services to
businesses and governments.
5-8 years, www.ifc.org

34,050,328
The Netherlands Development Finance Company (FMO),
development bank, founded by the Dutch government
and business community in 1970 as the successor of
the Netherlands Overseas Financing Association (NOF).
At present, FMO is firmly rooted in some 40 or more
developing countries and countries in transition and
provides financing in the form of equity investments and
loans to enterprises and financial institutions.
4-10 years, www.fmo.nl

8,004,575
Triodos-Fair Share Fund, founded by Triodos Bank in
1994, aims to develop microfinance into a full-fledged
and integral part of the inclusive financial sector in
developing countries, where the majority of people
will have access to financial services, and provide
a sustainable basis for a balanced socio–economic
development. Triodos SICAV - Triodos Microfinance
fund aims to increase access to financial services for the
working poor in developing countries by providing loans
and equity to microfinance institutions, while achieving
an attractive financial return for investors. Triodos
Investment Management acts as investment manager
of the Fund
3-4 years, www.triodos.com

9,744,700
Oxfam Novib, The Nederlandse Organisatie voor
Internationale Bijstand, was set up in 1956 and joined
Oxfam International in 1994, a confederation of 13
organizations working together with over 3,000 partners
in more than 100 countries to find lasting solutions to
poverty and injustice. Triple Jump, fund management
company, founded in 2006 as a result of management
team spin off from Oxfam Novib, aims to provide financial
services for MFI’s in all phases of their development. It’s
mission is to contribute to the sustainable development of
emerging market economies by facilitating investment in
micro and small enterprises.
4 years, www. triplejump.eu

20,185,450
ResponsAbility is a Zurich based company specialized
in social investments in developing countries and
emerging markets. The company was established in
2003 and is investing in more than 200 institutions and
almost 60 countries. As fund vehicles, responsAbility
manages three microfinance funds and one private equity
investment company. ReponsAbility Global Microfinance
Fund
This innovative investment fund’s main investment focus
is on Microfinance in all types of MFIs, independent of
their size and life cycle. To a very limited extent it may
invest in areas closely related to Microfinance, such as
small and medium-sized companies (SMEs) and fair
trade. 3-5 years, www.responsability.com

15,765,480
SNS Institutional Microfinance Fund is an investment
fund aimed at alleviating poverty and producing an
attractive investment return by providing capital to
microfinance institutions (MFIs) in developing countries.
The Fund is the first fund in its kind and is founded
exclusively for Dutch institutional investors.

9,744,700
Symbiotics SA, Information, Consulting & Services’
mission is to serve the microfinance industry through
investment intermediation services. The company
provides innovative business services to investors and
practitioners of micro- and small enterprise development.
3 years, www.symbiotics.com

2,784,200
Finethic Microfinance is a SICAR, a French abbreviation
for an investment company for risk capital, Established
in July 2006, it is managed by Swiss institutional fund
managed Fundo SA and advised by Symbiotics SA, a
consulting firm for microfinance investment.
5 years, www.finethic.org

4,176,300
The BANK IM BISTUM ESSEN (Bank in the diocese of
Essen) is a cooperative bank specialized on church
institutions and their collaborators.
5 years, www.bibessen.de

41,763,000
Cyrano is a corporation specialized in financial
institutions and investment funds that service small
businesses.
3 years, www.cyrano-management.com

MNT 7,656,550
Oikocredit is a unique cooperative society, which
encourages investors to invest their funds in a socially
responsible manner. It is one of the few ethical investment
funds, which finances development projects in the South
benefiting disadvantaged and marginalised people.
Its loans are channelled through a network of Regional
Offices spread over Latin America, Asia, Africa, Central
and Eastern Europe and managed by local professionals.
Today more than 75% of our outstanding capital goes to
financial intermediaries, the MFIs.
5 years, www.oikocredit.org

13,921,000
Roseurobank provides a full range of services to
individuals and businesses that are in demand in the
Russian market. The size of the Bank’s equity exceeds
2 billion rubles, which can be attributed Roseurobank
among the largest Russian banks. Roseurobank surely
among the top 50 largest Russian banks in terms of
capital, as well as the top 20 safest banks.
2 years, http://www.rosevrobank.com/

6,266,350
Founded in 2006, Dual Return is a Vienna-based
investment firm that operates Vision Microfinance
Fund, through which it invests debt-capital directly
in MFI’s. The mission of the DUAL RETURN - VISION
MICROFINANCE FUND (the Fund) is to offer exposure
to investors interested in microfinance. The fund has a
double bottom line strategy, on the one hand maximizing
its risk-return profile for the benefit of the investor, and on
the other hand maximizing the social outreach in breadth
and depth to micro, small and medium enterprises in
emerging and least developed economies.
3-5 years, www.visionmicrofinance.com

The Fund Manager is SNS Asset Management N.V., a
member of SNS REAAL N.V., the 5th largest financial
group in The Netherlands. In the field of sustainable asset
management SNS Asset Management is a pioneer in
further developing the sustainability concept.
2-3 years, www.dwmarkets.com

SUSTAINABLE DEVELOPMENT PARTNERS

Microfinance Development
Fund (MDF), World Bank
Aims to expand the outreach of microfinance
services in rural areas. The Bank disburses
MDF’s loan through its branches in Darhan Uul, Orhon,
Bulgan, Zavhan, Govi Altay, Dornogovi and Suhbaatar
aymags. The Bank has disbursed, through its Darhan-Uul,
Orhon, Zavhan, Khentiy, Dundgovi, and Suhbaatar
aymag center branches, total loans of MNT 2.2 billion to
720 microentrepreneurs, 32 herders and 238 individuals
living under the poverty-line.
Started in November 2002

Rural Poverty Alleviation
Program (RPAP), IFAD
Aims to reduce the poverty of poor
rural people and households. The Bank
cooperates with RPAP in Arhangay, Huvsgul, Bulgan and
Hentiy aymags.The Bank disburses low-interest loans to
low-income households, herders and poor households
in soums, as well as to women groups jointly with the
Mongolian Women Federation. The Bank disbursed
low-interest, reduced-collateral loans of MNT 26.4 billion
to 31453 borrowers
Started in June 2003

Program for Wool and Cashmere
manufacturers, Ministry of Industry and
Agriculture
Since 2011 XacBank has implementing this
government program with Ministry of
Industry and Agriculture. The purpose of this project is
to support businesses that produce wool and cashmere
products, in via financing med-term investment source
of government bonds.
XacBank has disbursed loans of MNT 7 billion for 10
customers for purpose of supporting national business
entities and to create new work places.

Rural Agribusiness Support
Program (RASP), Mercy Corps
Mongolia
The project’s aim is to help expanding agribusinesses
in central and southern Mongolia. The program is
implemented in Dornogovi, Umnogovi, Dundgovi,
Bayanhongor, Arhangay, Zavhan, Suhbaatar and Hovd
aymags. In 2011, Bank disbursed MNT 1.5 billion to 343
herders and agribusinesses.
Started in March 2004

Supporting organic farming
In 2010, XacBank and MNCCI,
Petrovis, Max Group and Energy
Resources LLC implemented the second phase for
“Organic Mongolia” project. The partnering organisations
raised a total of MNT350 million in fund to which
XacBank invested MNT200 million. The program
dispursed MNT 1.5 billion to 1000 farmers in support of
their farming businesses.
Started in 2010

The Global Climate Partnership
Fund was established in
2009 and provides loans to
financial institutions and projects that contribute to a
20% reduction in the emission of carbon dioxide and
other greenhouse gases. The Fund’s investors include
the German Federal Ministry for the Environment,
KfW Development Bank, the International Finance
Corporation, and the Danish Government.
5 years, http://www.gcpf.iu/

Millenium Challenge Account- Mongolia
In October 2007 an agreement was signed
between the Mongolian and US governments
for a five years, nearly USD 285 million
‘Compact’ for Mongolia to reduce poverty
through economic growth, and targeting six sectors of
society: property rights, peri-urban rangeland, vocational
education, health, Road, and energy efficiency. The
Compact Program is a US Government grant.
The Program is expected to have a significant direct
impact on individuals living in poverty, and significant
indirect and ancillary benefits by creating new economic
opportunities and increasing the capacity of individuals
and groups to participate fully in and benefit from
economic growth.

Vittana
Vittana foundation was founded in
2008. Vittana, headquartered in USA,
is a worldwide non-profit organization. The mission
of this organization is to help students throughout the
world afford higher education and lift themselves out
of poverty.
Since its founding, Vittana has grown and expanded its
programs into more than a dozen countries and helped
thousands of students. Vittana works with carefully
selected partners in more than a dozen countries. These
partners work to find students who are motivated to
continue their education and they help to prepare them
for success.
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Support for Micro Business, ADRA, Mongolia
Project aims at supporting low-income and
socially vulnerable ger-district residents in
the capital city who have limited access to
financial services to start micro businesses. Total loans
of MNT 408.4 million were disbursed to 179 business
clients during 2011.
Started in August 2007

Two Step Loan Project, Japanese International
Cooperation Agency
Japanese International Cooperation Agency
is disbursing two step project loans to the
Small and Medium Enterprises for purpose of supporting
Mongolian SME sector and to protect environment and
nature. Within the framework of this project XacBank
has disbursed loans of MNT 10.1 billion for 29 projects.
XacBank started cooperation with JICA in 2008.

SME Development Fund project, Government
of Mongolia
Government of Mongolia is giving top
priority on SME business sector and started
its cooperation with commercial banks in
order to disburse mid-term induced investments to the
SME businesses. Within the framework of this project
XacBank has disbursed loans of MNT 43.2 billion for 1.719
customers.
Ministry of Food Agriculture and Light Industry
Since 2010, MoFO has worked with XacBank an
aim to support micro business entrepreneurs by
offering discounted rate loans. Under this project
MoFO subject to pay 50 percent of the interest rate for
each loan disbursed. 12 borrowers received interest rate
discount in total loan amount of MNT 1,500 million.
Started in 2010
Women’s World Banking
Women’s World Bank NGO was
founded in 1979. The mission of
the Women’s World Banking global
network is to expand the economic assets, participation
and power of low-income women and their households
by helping them access financial services, knowledge
and markets.
Women’s World Banking is the only microfinance
network with an explicit focus on women. It’s network
of 39 financial organizations from 28 countries—also
known as microfinance institutions—located around
the world provide small loans to people to start their
businesses. Women’s World Banking is focused on
ensuring women have access to these microloans.

Loan portfolio guarantee program, United
States Agency for International Development
XacBank has implementing Loan portfolio
guarantee program with USAID since
2010. USAID guarantee is intended to strengthen the
guaranteed parties’ ability to finance loans to small and
medium sized enterprises, thereby stimulating economic
activity and growth.
Within the framework of this program XacBank involved
loan portfolio of USD 18 million.
Joint lending to SMEs supplying to Oyu
Tolgoi Ltd
XacBank signed an agreement with Oyu
Tolgoi Ltd to jointly support SMEs supplying
to the mining development in Umnugovi province. The
Bank received project loan fund worth USD 408,4 million
to provide discounted fee loans to local 179 customers.
Started in 2011

Mongolian Government’s SME Support
Fund and Ulaanbaatar Mayor’s office
jointly incorporated City Micro Business
Project successfully in 2011. A main goal
of this project is to offer a loan with
discounted interest rate and all borrowers involved in
the project were attended in basic small business skills
and financial literacy training in an incubator center that
is member of Union of Business Incubator centers of
Mongolia. In the result, we have disbursed the micro
loan to 415 low income people with total loan of MNT
1436.3 million 100 percent of the all borrowers live in
urban area in Ulaanbaatar city and 43 percent of total
borrowers were disabled people.
Started in 2011

“Agriculture and Rural Development” project,
Asian Development Bank
Asian Development Bank is a financial
institution, which brings large reformation
for Asian pacific country’s economic growth
and development. ADB is co financing with country’s
government organizations and other independent
organizations for purpose of development investment.
XacBank is implementing ‘Agriculture and Rural
Development project by cooperating with ADB and
co-financing to the agribusinesses and agro industries
who added value in the market, furthermore to create a
national brand in the world market. As of 2012 bank has
disbursed loans of MNT 6.2 billion for four projects. The
project started in 2010.

SEEP
The SEEP Network is a global
network of 130 international
practitioner organizations
dedicated to combating poverty through promoting
inclusive markets and financial systems. This organization
was founded in 1985 and headquartered in Washington,
USA. SEEP serves as leading practitioner voice in
promoting inclusive markets and financial systems to
increase participation and benefits to the poor.
Child & Youth Finance
international
Child and Youth Finance
International is an
international NGO. The mission of this organization is
to help every child to have access to financial services,
financial awareness through education, a reliable source
of income and the will to save and build assets to
promote their future stability. Organization’s initial target
is to reach 100 million children in 100 countries by 2015.
Child and Youth Finance International is headquartered
in Amsterdam, Netherlands and works with banks and
financial institutes in over 50 countries.
In 2012, XacBank received the Pioneer Award for
innovation and implementation of unique products, with
global sharing of best practices.

ABOUT THIS ANNUAL REPORT

INTRODUCTION
The Annual Report 2012 is the sixth report that integrates XacBank’s
financial and operational performance reports with sustainability
information concerning all major activities. The Bank’s enriched Vision
and Mission, restated in the report, includes our firm commitments to a
triple-bottom line banking within the framework of the Global Reporting
Initiative (GRI) ¹ on good corporate governance, economic, social and
environmental performance, as built around the 3Ps: the Planet, People
and Profit.

SUSTAINABILITY REPORTING PRINCIPLES
The relevant sections of this annual report cover the corporate social
responsibility (CSR) activities of the Bank. XacBank joined the Global
Reporting Initiative’s (GRI) platform for sustainability reporting in
January 2007. The GRI framework is widely recognized and well tested
by hundreds of companies around the world. In order to make our CSR
reporting even more complete, relevant and comparable, the Bank
has prepared the content of this report in accordance with the Global
Reporting Initiative’s G3 Guidelines, published in October 2006. The
Bank also used the GRI Financial Services Sector Supplements, which
is specifically relevant to financial services sector, both on Social
Performance published in November 2002 and on Environmental

Performance published in March 2005. For more detailed information
about our application of the G3 Guidelines, please see the GRI index.
The Bank joined the United Nations (UN) Global Compact2 in October
2007. The GRI Guidelines’ principles and performance indicators
correspond to the requests contained in the UN Global Compact’s
mandatory annual Communication on Progress (COP), regarding its
ten universally accepted principles in the core areas of human rights,
labour, the environment and anti corruption. This annual report provides
an index to the Bank’s performance with cross-references to relevant
GRI indicators. Thus, the Bank has aligned its Global Compact reporting
with the G3 Guidelines.

GRI CONTENT INDEX
Global Reporting Initiative (GRI) guidelines provide an internationally
consistent format for information about a company’s performance,
particularly with regard to social and environmental issues. XacBank
produced this annual report using the latest GRI - Sustainability
Reporting Guidelines, Version 3.0. The guidelines together with the
references in the annual report can be found online via www.xacbank.
mn/annualreports.
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