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Introduction

About this report

Since its establishment, XacBank has embraced the principles of sustainable development
INn 1ts daily operations, with a strong emphasis on governance, transparency, ethics and a
culture of compliance. Each year, we publicly disclose our sustainable strategies, goals, and
performance.

In 2023, we published our inaugural Sustainability Report. With this second report in 2024,
we aim to provide a comprehensive overview of our sustainable development strategies,
performance, achievements, and the risks and opportunities we face particularly within the
scope of Environmental and Social and Climate Risk Management.

This report has been prepared in alignment with internationally recognized sustainability
and climate risk management standards, including Global Reporting Initiative (GRI),
Sustainability Accounting Standards Board (SASB) standards, and the Task Force on
Climate-Related Financial Disclosures (TCFD).
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CEO Message
To our Shareholders, Customers, and Employees,

| would like to start by extending my heartfelt gratitude to all
those who have been instrumental in our continued success.
This includes our esteemed Board of Directors, loyal
Shareholders, dedicated Management Team, the 1300
passionate employees of XacBank, as well as our valued
iInternational partners. It is precisely because of their
unwavering commitment and support that XacBank has been
empowered to elevate our focus on integrating social and
environmental responsibility into the very core of our business
strategy. Through their collective efforts, we have been able to
embed these critical values not only in our daily operations
but also in our lending practices and the development of our
financial products. Their dedication is what makes XacBank's
positive and lasting impact on the communities we serve
possible. It is with their support that | am proud to present our
second annual Sustainability Report, featuring XacBank’s key
achievements in the commitment to conscientious business
standards and sustainable finance. | will provide an update on
key initiatives in addition to our new steps, outline our
ongoing dedication to environmental and social priorities, and
share our outlook for 2025 as we continue to lead the
transition to not just a sustainable economy, but a sustainable
Mongolia.

| would like to begin by highlighting some of the key steps we
have taken in 2024 to elevate our ceiling of impact and
strengthen our commitment to sustainability. Since our last
report, we've made notable improvements in our reporting
standards. Specifically, we have introduced measurements for
our financed emissions through our Scope 3 calculations,
which will become a core component of our sustainable
reporting, in addition to our already reported Scope 1 & 2
emissions. Furthermore, with the support of the EBRD we
have made significant achievements in the form of our
Materiality Assessment and Transition Plan. Continuing our
leadership in green finance domestically, we are proud to be
calculating and publicly sharing these critical metrics. Most
iImportantly, the enhanced data quality, new insights, and
tools we've developed will inform the design of our future
products and initiatives. We remain committed to being
pioneers in climate action and driving Iinnovation In
sustainable finance.

2024 has been a year of significant achievement and
recognition for XacBank. We are proud to announce that the
Global Climate Partnership Fund (GCPF), managed by the
Swiss impact asset manager Responsibility Investments AG,
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Our many Firsts!
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Our Sustainable Development Milestones
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2002

- Approved Environmental and Social Managament Policy; and
- Launched the first long-term savings product - “Future Millionaire” for children.

2003

- Founded the Golden Development Fund NGO; and
\ - Implemented “Employee Stock Ownership Program”.

2004

- Became the first bank in Mongolia to be rated by “Planet Rating” International rating
agency; and
- Awarded an "Honorable mention” by the World bank’s Consultative Group to Assist the

\ Poor (CGAP).
2006

- Revised the Bank’s procurement policy process and began adopting the
Exclusion list of IFC;

- Upgraded to an “A” rating in "Planet Rating"; and

- Received the Financial Transparency Award from the CGAP for the third time.
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2007

- Joined Global Reporting Initiative and UN Global Compact principles.

« 2008

- Initiated a group lending program to support of low-income women in rural area; and
W\ - Established the Public Advisory Committee.

2009

- Received MNT 6.5 billion of syndicated loans from the FMO, which enabled 1,788

consumption loans for energy-efficient products;
- Became the first micro-finance bank in the Northern Hemisphere to sell its carbon

offset;
- Established an Eco-Unit and launched its Eco Products Program; and

- Launched a girl’'s financial education program and new savings product - “Temuulel-
Aspire” for girls.

2010

- Implemented the Energy Efficient Product Distribution program, allowing nearly 80% of

ger area households to purchase energy-efficient products;
- Received a high rating from Planet Rating on the implementation of corporate social

responsibility efforts; and
- Received an Silver award in the Social Performance Reporting Category for the second

W time.

2011

- Received reimbursement from the World Microcredit Submit for offsetting greenhouse
gas emissions serving as the very first case in the world; and
- Adopted the Code of Conduct.

2012

- Developed the first mobile banking app in Mongolig;
\ - Became the first bank in Mongolia to implement the “Service Excellence” project; and
- Received USD 20 million in sustainable financing from the Global Climate Partnership

Fund (GCPF).

2013

- Received USD 10 million from the EBRD through the Mongolian Sustainable Energy

- Finance Facility (MonSEFF);
- Launched business loan program for GHG emission reduction; and
- Registered with the Clean Development Mechanism to enable the sale of CER credits.

2014

- Granted the grade of “4", which is the highest grade in Asia given by Planet Rating
agency, on its social performance; and
- Launched the Eco Car Loan Program.
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