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OUR 
BRAND

Let us be your reliable partner in accelerating 
development and growing success.

ENDEAVOR TOGETHER 

We understand your time is precious, so we have 
designed personal banking services especially for you, 
with convenience at every step of your financial journey.

PROSPER TOGETHER

We provide comprehensive financial services and the 
finest products for you to achieve business growth.

SUCCEED TOGETHER

Designated to young people who are always learning, 
prefer an active lifestyle, who lead by change, and work 
for their success.

ASPIRE TOGETHER

Vision

To be the most trusted bank that grows with our customers.

Mission

We strive to bring the best and most innovative financial resources to our customers at every step of their financial 
journey.

Slogan

Growing together

Khan Bank Values

Be champions of prosperity

Our role is not to simply provide banking solutions, we 
put our customers, employees, and shareholders on the 
path to growth and prosperity.

Sustainability is the future

We don’t stand still. We learn, adapt, and improve to 
build a truly sustainable business so that we continue to 
equip our customers for the future.

Provide access to the best digital tools

Everyone deserves the best experience, and we will 
constantly innovate and extend access to the best 
financial tools.

Be a trusted advocate for our customers

For decades, customers have trusted us with their 
financial lives, and we will continue to be with them, 
progress for them, and help them reach their goals.
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Despite time and distance, we remain dedicated to 
providing our customers and partner institutions with a 
continuous array of banking and financial products and 
services. As a prominent corporate entity in our sector 
and across the nation, we registered as a joint stock 
company in April 2023, prioritizing equal opportunities 
for all and laying the foundation for mutual prosperity.

Backed by the commitment and efforts of over 6,500 
employees, Khan Bank has emerged as a pioneer 
in adopting environmentally friendly digital banking 
practices. Our 2.9 million loyal customers benefit from 
access to a diverse range of banking products and 
services utilizing digital tools sourced from around the 
globe.

Significant milestones marked 2023, such as the 
largest IPO launch in the Mongolian stock market, with 
record-breaking investor participation. Khan Bank also 
issued Mongolia's first green bond, domestically and 
internationally, furthering our commitment to sustainable 
funding. We have implemented upgrades reflecting 
green innovations to support our ongoing business 
operations, including establishing solar-powered green 
offices. These advancements are evident in Khan Bank's 
impressive 47.1 percent market share in green loan 
portfolios in the banking sector as of the end of 2023.

WHO WE 
ARE

32 years of 
collaborative growth 

and innovation, leading 
the way in development
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Dear customers, shareholders, and stakeholders,

It is with great pleasure that I extend warm greetings to 
you and present Khan Bank JSC’s 2023 Annual Report.

The year 2023 marked a significant milestone for 
our organization, as Khan Bank became a publicly 
traded company through an initial public offering and 
welcomed many new shareholders. The Board thanks 
the CEO, senior management team, and all employees 
for their dedication and hard work in making the IPO
a success and Khan Bank the most valued company on 
the Mongolian Stock Exchange. 

As the country’s largest commercial bank, serving 
82 percent of the total population through over 540 
branches across Mongolia, Khan Bank has been 
recognized as a leading corporate entity in the banking 
system. Our financial performance underscores our 
position in the industry, with total assets reaching 17.4 
trillion MNT and equity exceeding 2 trillion MNT. 

Digitalization of our core products has been a focus of 
our continuous efforts in 2023 to bring financial services 
to every corner of Mongolia, ensuring prompt and 
consistent access and demonstrating our dedication 
to each individual customer. In 2023, we successfully 
initiated projects such as employee-friendly shared 
offices and smart offices and introduced self-service 
Digi Go digital branches operating 24 hours. We 
substantially expanded our green funding portfolio and 
accelerated green loan disbursements through digital 
enhancements to consumer and business loans. The 
Board approved a medium-term business and digital 
strategy that will foster sustainable growth for Khan 
Bank.

We aspire to become a leading bank and joint stock 
company with the highest rating in the Mongolian 
stock market, characterized by the highest governance 
and organizational excellence standards. We remain 
committed to enhancing our corporate governance 
framework, adopting internationally recognized 
best practices, and diligently monitoring regulatory 
compliance. The Board approved many new regulatory 
policies during the reporting year, such as the Financial 
Crime and Fraud Management Policy and Third-Party 
Risk Management Policy. 

On behalf of the Board, I extend my heartfelt gratitude 
to all our shareholders who have joined Khan Bank 
in our pursuit of shared growth, our valued customers 
who have entrusted us with their financial needs, and 
our esteemed partner institutions who have steadfastly 
supported our operations. As we begin 2024, our 
dedication and efforts will be directed toward becoming 
an outstanding bank leading in sustainable funding, 
technological innovations, and new solutions.

Respectfully,

Daribum TUDEV

Chair of the Board

LETTER FROM THE 
CHAIR OF THE BOARD
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I am honored to present Khan Bank JSC’s Annual 
Report. 

The past year marked a period of notable transformation, 
not just for us but for every Khan Bank customer. 
We achieved a significant milestone by successfully 
executing the highest-valued, most accessible, and 
largest IPO in the 32-year history of the Mongolian stock 
market. This endeavor entailed issuing 191,219,800 
shares to the public and customers and transitioning to 
a public joint-stock company.

In our pursuit to support projects and programs that 
contribute to sustainable development and positively 
impact the economy, society, and the environment, 
we successfully secured long-term funding from 
international investors and banking institutions in 2023, 
with tenors of 2-5 years and totaling 277.8 million USD. 
It is also noteworthy that we issued Mongolia’s first 
green bonds in the international and Mongolian stock 
markets.

In line with the business objective to become an 
innovation-driven green bank, digitalization and green 
banking have become our mission. Last year, the 
online loan portfolio increased by 178 percent, and we 
fully digitized our pension, herder, and business loan 
offerings based on customer demand. Khan Bank 
accounts for 47.1 percent of the Mongolian banking 
sector’s green loan portfolio, demonstrating the effective 
implementation of coordinated, sustainable financing 
and green business policies.

In 2023, we proudly launched our Digi Go branches and 
corners, offering customers the opportunity to self-serve 
in a comfortable environment. This initiative represents 
one of our largest projects to introduce international 
best practices to the Mongolian market. We believe 
this initiative presents an eco-friendly solution that not 
only saves time but also enhances convenience for our 
customers. With the Kiosks, ATMs, and tablets installed 
at our digital branches and corners, customers can 
access a comprehensive range of banking services 
without the need to visit bank branches.

Another notable achievement from the past year was 
the installation of solar panels at our Seoul Street office, 
enabling 20 percent of our electricity consumption to be 
powered by solar energy. As a result, we are reducing 
environmental and air pollution by reducing 80 tons of 
carbon dioxide annually, saving oxygen equivalent to 
planting 5,455 trees, and preventing the burning of 31 
tons of solid fuel.

LETTER FROM CHIEF 
EXECUTIVE OFFICER
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We would like to highlight the significant recognition 
we've received from domestic and international 
organizations for our robust financial performance, 
innovative projects and programs, and remarkable 
achievements in digital transformation within the 
banking industry. Khan Bank has proudly secured the 
second position among the nation’s TOP 100 Enterprises, 
as recognized by the Government of Mongolia and 
the Mongolian National Chamber of Commerce and 
Industry. The Banker, a prestigious global magazine 
renowned for its insights into the banking and finance 
industry, honored Khan Bank with the title of Bank of the 
Year Mongolia for 2023.

I am sincerely grateful to all Khan Bank customers and 
employees who have been there every step of the way. 
Our team is expanding and tackling increasingly larger-
scale tasks, effectively fulfilling numerous responsibilities. 
I want to express my gratitude to each and every one of 
you for your dedication and hard work.

We remain dedicated to becoming an innovation-
driven, sustainable business and continuing to work with 
a wealth of solutions and innovations in the upcoming 
years.

Respectfully,

Munkhtuya RENTSENBAT

Chief Executive Officer
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In an effort to bring banking services closer to customers and 
provide guidance, Khan Bank introduced its mascots to the 
public. With their unique images and features, these mascots 
serve as trusted advisors to customers, guiding them through 
digital transformations and assisting them in adopting eco-friendly 
lifestyles. The mascots represent the Bank in advertising banking 
products and services and offer helpful advice to customers.

Digi Go digital branches were established in four densely populated 
areas, and Khan Bank Digi corners were set up in over 50 GS25 chain 
stores. The Digi Go digital branches offer access to financial products 
and services through self-service kiosks, ATMs, and tablets.

The Largest 
IPO

Bank 
Mascots

Digital 
Branches

HIGHLIGHTS OF 
2023

In compliance with amendments to the Law on Banking, the Bank 
launched its initial public offering (IPO) in April 2023 to transition 
to becoming a publicly traded joint stock company (JSC). With 
31,561 orders amounting to 335.967 billion MNT in the primary 
market, this IPO was a resounding success. The IPO attracted 
significant investment and a large number of investors, setting 
a record as the highest-ever IPO launch in the Mongolian stock 
market’s history.

Green 
Bond

Aligned with the Government of Mongolia's initiative to promote 
the "green" economy, Khan Bank launched its first green bond in 
international and domestic markets in 2023 as part of its Sustainable 
Development Policy. In March 2023, the Bank traded 60 million USD 
in green bonds in the international market. In December of the same 
year, it attracted initial green funding of 17 billion MNT in the domestic 
market out of total funding equivalent to 30 million USD. Khan 
Bank’s green bond is expected to play a significant role in increasing 
green products in the Mongolian stock market, expanding the stock 
market, and creating new investment opportunities for domestic and 
international investors. As of 2023, Khan Bank's green loan portfolio 
reached 377 billion MNT, accounting for 47.1% of the total banking 
sector.
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Green 
Office

IDCXS2022:02  
standard

Shared 
Office

Introducing a shared office concept, Khan Bank offers hybrid 
working opportunities to its employees. Currently, 70 percent of 
Head Office employees work from the office, while the remaining 
30 percent work remotely. Remote employees have the flexibility 
of visiting the office whenever they wish and utilizing shared office 
spaces. This new concept has a positive environmental impact, 
reducing carbon dioxide emissions and gasoline consumption by 
minimizing commutes to the office.

In line with its Sustainable Development Policy, Khan 
Bank transformed its Seoul Office into a "green" office, 
with 20 percent of its electricity powered by solar 
energy. The Seoul Office features 48 solar panels on 
the roof, with 22 kW per hour capacity, and a smart 
glass facade producing 11 kW of electricity per hour on 
the exterior of the 280 m2 office building-a pioneering 
energy solution in Mongolia. Solar power systems were 
also installed at five sub-branch buildings in rural areas, 
resulting in various environmental benefits, including the 
reduction of 80 tons of carbon dioxide annually and the 
prevention of the burning of 31 tons of solid fuel.

We have successfully adopted the International Digital 
Customer Experience Standard IDCXS2022:02, which 
comprises seven groups of quality indicators with 356 
sub-criteria. Khan Bank met the requirements with 
the highest performance level and became the first 
enterprise in Mongolia to introduce digital customer 
experiences with international excellence, achieving a 
performance level of 91 percent.
The standard not only comprehensively includes all 
the stages, from the customer's interest in the bank's 
products and services to the receipt of service and 
requirements for the quality of services provided by the 
staff.
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AWARDS IN 
2023

The year 2023 was full of achievements for Khan Bank, with 16 
international awards and 9 prestigious national awards received, 

solidifying its position as the top bank in Mongolia.

INTERNATIONALLY

DOMESTICALLY

THE BANKER

Bank of the Year Mongolia 

ASIAN DEVELOPMENT BANK (ADB)

Leading Partner Bank in Mongolia

INFOSYS FINACLE INNOVATION 
AWARDS 2023

Platinum winner for Process Innovation, 
Product Innovation and Modern 

Technologies-led Innovation

EUROPEAN BANK FOR RECONSTRUCTION 
AND DEVELOPMENT (EBRD)

Most Active Issuing Bank in Mongolia

THE DIGITAL BANKER 

Loan Offering of the Year and 
Outstanding Customer Service 

Innovation by a Retail Bank

LINKEDIN LEARNING

Outstanding Learning Culture Award 
2023

THE ASIA CORPORATE EXCELLENCE & 
SUSTAINABILITY AWARDS 2023

Asia’s Most Influential Companies

GLOBAL FINANCE

Best Bank in Mongolia, Best SME Bank in 
Mongolia and Best Sub-Custodian Bank in 

Mongolia

ASIAMONEY

Best Bank for Digital Solutions, Best Bank for 
ESG and Best Bank for SMEs

MNCCI AND THE GOVERNMENT OF 
MONGOLIA

2nd in the TOP 100 Enterprises

MNCCI

Best 10 Enterprises of the Year and Best 
Entrepreneur in the Banking Sector

MTA 

TOP Taxpayer

ToC ASSOCIATION

Best ToC Organization and Leading 
Bank in 2024

GRAND BULL AWARDS 2023

Company with the Best Governance

AMCHAM MONGOLIA

CSR Leadership

HR AWARDS 2023

Best Training and Development 
Strategy
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Corporate governance encompasses a holistic 
framework defining a company's objectives and 
standards for implementing performance evaluation 
mechanisms and overseeing its structure, organization, 
and operations. Enhanced governance practices 
contribute to informed decision-making, facilitate 
efficient succession planning for senior management, 
and foster the sustained prosperity of companies, 
regardless of their organizational structure or financial 
backing. Effective corporate governance correlates with 
improved performance outcomes.

Khan Bank prioritizes safeguarding the interests 
of investors and customers, along with cultivating 
enduring value over the long term. This commitment 
is demonstrated through the internalization of 
Mongolia's laws and internationally recognized 
corporate governance principles and best practices. 
This adherence enhances the Bank's standing with 
international rating agencies and in Mongolia. 
Moreover, maintaining its reputation as the leading 
systemic bank is crucial for accessing low-cost financing 
options and ensuring sustained long-term development.

As part of banking sector reforms, Khan Bank offered 
its shares to the public, marking a significant milestone 
in its journey. On April 13, 2023, following approval from 
regulatory bodies, including the Bank of Mongolia, 
the Mongolian Stock Exchange, and the Financial 
Regulatory Commission, the Bank commenced trading 
on the Mongolian Stock Exchange with a ceremonial 
opening bell ringing. The primary market trading of 
Khan Bank shares achieved unprecedented success, 
emerging as the most valued, subscribed, and invested 
opportunity in the Mongolian capital market. With a 
remarkable 31,561 orders and a value of over 335.9 billion 
MNT, Khan Bank stock had the highest subscription 
valuation ever recorded in Mongolia's capital market. 
Furthermore, Khan Bank became the only joint-stock 
company on the Mongolian Stock Exchange with a 
market capitalization exceeding 2 trillion MNT. The IPO 
attracted the largest number of shareholders, solidifying 
its position as the most accessible primary market 
transaction in Mongolian capital market history.

The Grand Bull Awards 2023 ceremony, a quintennial 
event hosted by the Mongolian Association of Securities 
Dealers, celebrates excellence in the Mongolian stock 
market. This year, over 70 entities offering professional 
capital market services and securities issuers vied for 
recognition across 15 categories. The Bank submitted 
entries for three nominations, including Outstanding 
IPO, Company with the Best Governance, and 
Infrastructure Entity of the Association. We are pleased 
to announce that the Bank was honored with the title of 
Company with the Best Governance in the Mongolian 
stock market.

As a publicly traded joint-stock company, our objective is 
to set the standard for corporate governance excellence 
in Mongolia. We are committed to regularly enhancing 
our governance framework, drawing insight from global 
best practices, and ensuring full compliance with all 
applicable laws and regulations.

GOVERNANCE 
OPERATIONS
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In accordance with the Company Law, Banking Law, Law on the Securities Market, and other relevant laws and 
regulations, Khan Bank submits reports on the implementation of its corporate governance on an annual basis, which is 
validated by regulatory authorities such as the Bank of Mongolia and Financial Regulatory Commission.

The four main principles of the Bank’s corporate governance include:

To be responsible for the powers and 
obligations granted to the Bank within the 
framework of its legal interests.

To establish trust by disclosing every action to 
all stakeholders and interested parties.

To provide clear, timely, and accurate 
information that is adequately prepared.

To create fair, equal, and non-discriminatory 
treatment conditions for all of the Bank’s 
participants and interested parties.

GOVERNANCE 
SYSTEM

1

3

2

4

RESPONSIBILITY

REPORTING

TRANSPARENCY

INTEGRITY
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In accordance with clause 59.1 of the Company Law of Mongolia, the supreme authority of Khan Bank JSC is its 
shareholders. Shareholders exercise their powers by convening annual and extraordinary meetings with the right to vote 
based on their ownership of shares. Any person or legal entity that owns Khan Bank JSC shares has the right to attend 
the Bank’s shareholder’s meeting.

As of December 31, 2023, the shareholding structure of Khan Bank JSC is as follows:

40.99% 22.78%

8.78%

10%

13.22%

4.23%

H.S. Holdings Co., Ltd Tavan Bogd Holdings LLC 

H.S. International (Asia) 
Limited LLC 

Public

Khulan Dashdavaa 

Employee Stock Purchase 
Program Participants

SHAREHOLDING 
STRUCTURE
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H.S. Holdings Co., Ltd  

H.S. Holdings Co., Ltd is a publicly listed financial holding 
company (Tokyo Stock Exchange, Stock Code 8699) 
founded in 1958. The company is engaged in securities 
trading, brokerage, banking, real estate, casualty 
insurance, venture capital, and other investment and 
financial services through its group companies. For 
detailed information, please visit https://hs-hd.co.jp/.

H.S. International (Asia) Limited LLC

H.S. International (Asia) Limited LLC is a 100 percent 
subsidiary of H.S. Holdings Co., Ltd based in Hong 
Kong. The company is focused on the implementation 
of H.S. Holdings' strategy in the Asian market based on 
opportunities created by high growth in the Chinese 
and Asian economies and conducts market research in 
the region.

Tavan Bogd Holdings LLC

Tavan Bogd Holdings LLC is the parent company of 
Tavan Bogd Group. It was established in 1997 to define 
the group's strategies and management, develop new 
businesses, and provide investment and management 
support to its subsidiaries. Tavan Bogd Group operates 
in trade and services, manufacturing, tourism and 
hotels, mining equipment preparation and supply, 
banking, and finance. In addition to Khan Bank, Tavan 
Bogd Group’s well-known businesses include Gobi JSC, 
Ulaanbaatar Flour LLC, and Kempinski Khan Palace 
Hotel. The group is also the official Mongolian distributor 
of Toyota, Volkswagen, Bridgestone, and Xerox, and 
KFC and Pizza Hut franchising. For detailed information, 
please visit  https://tavanbogd.com/.

Khulan Dashdavaa

Ms. D. Khulan, a citizen of Mongolia, is a founder, Board 
chairperson, and shareholder of Tavan Bogd Group. 
She became a Khan Bank shareholder in December 
2010 and is now a Regular Director and Deputy 
Chairperson of the Bank’s Board of Directors.

Employee Stock Purchase Program Participants 

As approved by the Bank’s Shareholders’ Resolution 
No. 9, dated September 30, 2021, and the Bank of 
Mongolia’s approval received on January 28, 2022, the 
Bank carried out the Employee Share Purchase Program 
(ESPP), and 4,136 employees became shareholders. By 
implementing the ESPP, the Bank is building more robust 
and stable human resources to enhance the Bank's 
growth, profitability, and social responsibility as a public 
company.

Going public 

In accordance with amendments to the Banking Law, 
Khan Bank began preparing to become a public 
company in February 2021. Within the legal timeframe 
and with the relevant approval from the regulatory 
authorities, Khan Bank offered its shares to the public 
and opened initial trading on April 2023. The Bank 
offered 10 percent of its shares (191,219,800) to the 
public. The offering became the highest-valued, most-
subscribed, most-invested, and most accessible primary 
market transaction in the Mongolian capital market, 
and the stock is now publicly traded on the Mongolian 
Stock Exchange.

https://hs-hd.co.jp/
https://tavanbogd.com/
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BOARD OF 
DIRECTORS

In accordance with clause 
75.1 of the Company Law and 

clause 9.1 of the Khan Bank 
Charter, the Board of Directors 

is the Bank’s governing 
body between shareholders’ 

meetings. The Khan Bank 
Board of Directors (BoD or 

Board) exercises powers 
stipulated in clause 31.3 of the 

Banking Law. 

The BoD consists of nine members with experience 
in financial services, blending local expertise and 
understanding with knowledge and experience in 
international markets. Khan Bank’s Board is elected on 
an annual basis by Khan Bank shareholders. The Bank 
of Mongolia reviews and confirms the qualification 
requirements of the Board’s directors, specified in clause 
32.1 of the Banking Law. According to clause 33.1 of the 
Banking Law and clause 9.1 of the Khan Bank Charter, 
one-third of the Board must consist of independent 
directors.

Khan Bank’s Board of Directors implements corporate 
governance and complies with the laws and regulations 
of Mongolia, including the Company Law, Banking 
Law, Law on Securities, and regulations approved 
by the Bank of Mongolia, the Financial Regulatory 
Commission, the Mongolian Stock Exchange, the Khan 
Bank Charter, the Corporate Governance Code, the 
Board of Directors' operating procedures, and other 
relevant legal documents. The BoD meets monthly, 
and if necessary, emergency meetings are held in 
accordance with relevant legislation.
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BOARD 
DIRECTORS

Mr. Tamir, a Mongolian certified 
tax consultant and accountant, 
was appointed an Independent 
Director of the Khan Bank 
Board of Directors in July 2020. 
He is the founder and CEO of
PKF-IFS Mongolia LLC, a 
Mongolian member company of 
PKF International that provides 
consulting services in auditing, 
accounting, tax and financial 
reporting, business planning, and 
analysis. Tamir has more than 
29 years of experience working 
in diverse financial positions with 
multiple government, private, and 
international organizations after 
receiving his master’s degree in 
economics from the Moscow 
State University of Economics, 
Statistics, and Informatics and 
a diploma in the economics of 
development from Australian 
National University. He is the Vice 
President of the Asia Oceania Tax 
Consultants’ Association (AOTCA) 
and an elected member of the 
Global Tax Advisors Platform 
(GTAP).

Ms. Daribum was appointed an 
Independent Director of Khan 
Bank JSC in August 2020. She is a 
highly accomplished professional 
with over 30 years of experience in 
business management, financial 
services, and banking in Mongolia 
and North America. Daribum has 
worked for over a decade at TD 
Bank Group, the second-largest 
bank in Canada and the sixth-
largest bank in North America. 
She holds a Master of Science 
(MSc) in finance from Seattle 
University. Daribum is a certified 
public accountant (CPA).

Mr. Hans Aart Jongejans was 
appointed an Independent 
Director of the Khan Bank Board 
of Directors in July 2020. He has 
more than 50 years of experience 
in banking risk management. 
Hans holds degrees from the 
Banking and Finance Institute of 
the Kingdom of the Netherlands 
and has served in executive 
positions at ABN AMRO Bank 
(Netherlands) and BNP Paribas 
Bank (France) in Australia, 
Thailand, Belgium, Saudi Arabia, 
and Bahrain.

 DARIBUM TUDEV
Chair of the Board of Directors 

TAMIR AMARBAYASGALAN   
Independent Director

HANS AART JONGEJANS 
Independent Director

Independent Directors
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KHULAN DASHDAVAA 
Deputy Chairperson 

Ms. Khulan is an individual 
shareholder and has been a 
Regular Director of the Khan 
Bank Board of Directors since 
March 2003. She is currently 
the Chairperson of Tavan Bogd 
Group, a co-founder of Tavan 
Bogd Holdings LLC, and a major 
shareholder of Khan Bank. 
Khulan holds a bachelor's degree 
in international economics, an 
MBA from Mongolian National 
University, and a diploma from the 
Excellence Faculty of International 
Banking at Moscow Finance 
University. Khulan received 
specialized training in Japan 
and has held various roles at the 
Mongolian Ministry of Finance 
and Trade and Development 
Bank of Mongolia.

Mr. Baatarsaikhan was appointed 
a Board Director of the Khan 
Bank Board of Directors in 
March 2009,  representing 
one of the shareholders, Tavan 
Bogd Holdings LLC. He is also 
the President of Tavan Bogd 
Group and a co-founder of 
Tavan Bogd Holdings LLC. 
Baatarsaikhan graduated from 
Mongolian Polytechnic University 
and the University of Electro-
Communications in Tokyo. He has 
held the positions of Managing 
Director at Japanese-Mongolian 
Altai Co., Ltd. and Vice-President 
of MIAT Mongolian Airlines, 
Mongolia’s flag carrier.

BAATARSAIKHAN TSAGAACH
Director

Regular Directors

Mr. Harada Yasunari was 
appointed a Board Director 
of the Khan Bank Board of 
Directors, representing one of the 
shareholders, H.S. International 
(Asia) Limited LLC. He is the 
President and Representative 
Director of H.S. Holdings Co., 
Ltd. He has a Bachelor of Laws 
from Kyushu University. Upon 
graduation, Mr. Yasunari joined 
the Industrial Bank of Japan, 
Limited and worked in investment 
banking at Morgan Stanley, BNP 
Paribas, and Société Générale.

HARADA YASUNARI 
Director



22

Mr. John Law has more than 30 
years of experience in corporate 
and investment banking. He 
served as a Principal Banking 
Specialist in Global Financial 
Markets at IFC and held several 
top managerial positions for the 
Asia-Pacific region at Citibank and 
J.P. Morgan & Co. Mr. Law holds 
an MBA from Indiana University, 
Bloomington, IN, USA. Mr. Law 
has been a Regular Director of 
the Khan Bank Board of Directors 
since 2016.

Dr. Amarsanaa, Dean and 
Professor of Law at the National 
University of Mongolia’s School 
of Law, was appointed a 
Board Director of Khan Bank, 
representing minor shareholders. 
He has served as an arbitrator 
and tribunal chairperson and as 
a Mongolian law expert in cases 
administered by the International 
Criminal Court and Hong Kong 
International Arbitration Centre. 
He has extensive experience 
drafting major statutes in 
Mongolia as a core member 
of the Legislative Council, a 
government working group in 
charge of drafting legislation. Dr. 
Amarsanaa has been involved in 
developing business law curricula 
for the World Bank’s Legal and 
Judicial Reform Project under 
the Ministry of Justice and Home 
Affairs of Mongolia, the University 
of Seville (Spain), and law schools 
in Mongolia, and commercial law 
and commercial transaction law 
courses for the National University 
of Mongolia School of Law.

JOHN LAW 
Director

AMARSANAA BATBOLD
Director

Mr. Ishii Kisaburo was appointed a 
Board Director of the Khan Bank 
Board of Directors, representing 
one of the Bank’s shareholders, 
H.S. Holdings Co., Ltd, where he is 
an independent outside director. 
He holds a Bachelor of Laws from 
Tokyo University. Upon graduation, 
Mr. Kisaburo joined the Ministry 
of Construction (currently the 
Ministry of Land, Infrastructure and 
Transport). He served as Director-
General of the City Bureau and 
retired as Vice-Minister. He served 
as the Japanese Ambassador 
Extraordinary and Plenipotentiary 
to Romania in 2015-2018.

ISHII KISABURO 
Director
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In accordance with Article 81 of the Company Law, the Bank's Board of Directors establishes and operates permanent 
and temporary committees to deal with specific issues. 

The Board has created four committees to enhance the Board’s overall effectiveness by ensuring focus, oversight, and 
the monitoring of sensitive areas: the Audit Committee, Risk Committee, Human Resources Committee, and Corporate 
Governance Committee. The committees operate as developed in their charters, in accordance with the Company 
Law, Banking Law, and other relevant regulations and procedures approved by the Bank of Mongolia, the Financial 
Regulatory Commission, and the Mongolian Stock Exchange.

BOARD 
COMMITTEES

Audit Committee 

The Audit Committee oversees accounting and internal 
audit matters and performs related duties described in 
its charter. The committee reviews the Bank’s financial 
position and makes recommendations on a myriad of 
financial matters, including assessing the integrity and 
effectiveness of accounting methods, compliance, and 
other control systems. The Audit Committee ensures that 
all processes within the Bank are undertaken with the 
greatest consideration for profitability, accountability, 
and transparency. Independent Director A. Tamir serves 
as chairperson of the committee.

Committee chair: A.	Tamir, Independent Director

Members: T. Daribum, Independent Director

Hans Aart Jongejans, Independent Director

Ishii Kisaburo, Regular Director

Corporate Governance Committee 

The Corporate Governance Committee assists the 
Board in developing comprehensive principles and a 
code of conduct for the Bank’s corporate governance 
to ensure a healthy corporate culture. The committee is 
responsible for identifying potential candidates for the 
BoD, providing recommendations on the appointment of 
new board members, and overseeing the performance 
of the BoD and its committees. Independent Director A. 
Tamir chairs the committee.

Committee chair: A.	Tamir, Independent Director

Members: Harada Yasunari, Regular Director

T. Daribum, Independent Director

Hans Aart Jongejans, Independent Director

Risk Committee 

The Risk Management Committee supports the BoD by 
monitoring the Bank’s overall potential risk exposure. 
The committee makes appropriate recommendations 
based on the measurement, quantification, limitation, 
and amelioration of diverse elements of risk encountered 
in the Bank’s operations and business. The committee 
reviews monthly reports submitted by the Compliance 
Committee and ensures the implementation of the 
risk appetite and risk exposure limits set by the BoD. 
Independent Director Hans Aart Jongejans serves as 
chairperson of the committee.

Committee chair: Hans Aart Jongejans, Independent 
Director

Members: A. Tamir, Independent Director

Ts. Baatarsaikhan, Regular Director

T. Daribum, Independent Director

Human Resources Committee 

The Human Resources Committee was established to 
provide support to the Board. It reviews the performance 
and participation of the BoD and the Bank’s executive 
management appointed by the Board. The committee 
supports the sustainable and profitable operations 
of the Bank by providing recommendations on the 
appointment of executive management, establishing 
key performance indicators, and identifying skilled 
and experienced candidates for management. Deputy 
Chair of the Board D. Khulan chairs the committee.

Committee chair: D. Khulan, Regular Director

Members: John Law, Regular Director

B. Amarsanaa, Regular Director

T. Daribum, Independent Director



24

ERDENEDELGER BAVLAI 
First Deputy CEO

MUNKHTUYA RENTSENBAT
Chief Executive Officer

The Bank's executive management is carried out by 
the Chief Executive Officer (CEO), whom the Board of 
Directors appoints. The CEO manages and supervises 
the day-to-day operations of the Bank within the 
authority set by the Board of Directors and ensures the 
proper implementation of decisions and resolutions of 
shareholders and the Board of Directors. The Executive 
Management Committee (EMC) is responsible for 
assisting the CEO in their day-to-day and operational 
activities.

According to Board Resolution No. 18, dated December 
24, 2020, Ms. R. Munkhtuya was appointed the CEO 
of Khan Bank. The Bank's EMC has the following 
composition as of December 31, 2023.

EXECUTIVE 
MANAGEMENT

The Board of Directors 
manages the Bank’s

day-to-day activities within 
the powers specified in their 
contract (clause 83.1 of the 

Company Law) and appoints 
the Bank's executive 

management with approval 
from the Bank of Mongolia 

(clause 31.3.2 of the 
Banking Law). The executive 

management fulfills the 
requirements set forth in 
Article 34 of the Banking 

Law and reports its activities 
to the Board of Directors.

SACHIN NAIR
Deputy CEO
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EXECUTIVE 
MANAGEMENT

UUGANBAYAR
TERBISH 

Vice President,
Wholesale Banking

ARIUNBOLD
BUYAN-ULZII 

Vice President, Chief 
Information Officer

ENKHBAATAR 
DORJSUREN 

Vice President, Retail 
Distribution

CHINBOLD
CHINBAT

Vice President, Business 
Development

ULZII-AYUSH 
SHARAVJAMTS 

Vice President, Finance 
and Administration

DUGARBAATAR 
DORJNAMJIL  

Chief Internal Auditor

GANBYAMBA 
SHOOVDOR

Vice Precident, Human 
Resources

MUNKHBAYAR
GELEG 

Vice President, Chief Risk 
Officer

TOVUUDORJ 
JAMSRANJAV

Vice President, SME 
Banking

ARIUNBAT
DAGVA 

Vice President, 
Operations

ARIUNTULGA
OCHIRPUREV  

Corporate Secretary
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OUR STRATEGIC 
PRIORITIES

Customer-centricity 

As the Bank serves the largest customer base in 
Mongolia, we not only provide products and services 
that meet customers' needs but also prioritize 
establishing quality customer service standards in our 
banking operations.

During the reporting year, Khan Bank successfully 
introduced the quality management system 
ISO9001:2015 and the complaint handling system 
ISO10002:2018. These implementations enable the Bank 
to maintain a comprehensive management system and 
continually improve the quality of products and services 
delivered to customers, operating in accordance with 
international standards.

As Khan Bank continues its digital transformation, it 
places greater emphasis on its primary objectives, 
including enhancing product and service quality and 
boosting customer satisfaction. By the latter half of 2023, 
Khan Bank achieved full compliance with all seven 
chapters and 356 sub-criteria outlined in the International 
Digital Customer Experience Standard (IDCXS2022:02) 
established by the International Customer Experience 
Institute. The British Standards Institute (BSI) confirmed 
Khan Bank's successful implementation of the standard, 
achieving an International Excellence performance 
level. This accomplishment underscores the Bank's 
commitment to delivering digital services that meet 
global standards.

Business Growth and Risk Management

As the largest nationwide commercial bank, serving 82 
percent of the Mongolian population, we continuously 
enhance our products and services to cater to each 
segment's unique interests and needs.

During the reporting year, Khan Bank introduced the 
option to remotely open Children’s Money accounts for 
newborns, enabling parents to avoid visiting a branch. 
Busy parents can conveniently open their child's account 
on their mobile phones through Khan Bank's Internet 
Banking and mobile application.

In our commitment to sustainable development, we 
prioritize initiatives aimed at fostering a green economy, 
financing environmentally friendly ventures, and 
supporting businesses contributing to mitigating climate 
change. Khan Bank has allocated 199.3 billion MNT in 
green financing for significant projects, including the 
construction of a solar power plant, an energy-efficient 
cheese factory, commercial and service centers, and 
residential buildings. This financing alone accounts for 
3.3% of our loan portfolio.

Beyond Banking

Our online loan products stand out as some of our 
best offerings, tailored to meet our customers' needs. 
Previously, the loan analysis and disbursement process 
took a minimum of three hours. With complete 
automation, loans are now disbursed in just three 
minutes, leading to high praise from customers and a 
surge in demand for the service.

Khan Bank digitized several loan products and 
expanded online loan services to include additional 
products during the reporting year, such as pension 
and business loans. For the first time in Mongolia, Khan 
Bank introduced a service to provide digital signatures 
through its kiosk machines, enabling customers 
to access banking and government services from 
anywhere at any time.

For the first time in Mongolia, we introduced a service 
to provide digital signatures through its kiosk machines, 
enabling customers and citizens with digital signatures 
to access banking and government services from 
anywhere and through any channel, regardless of time 
and space.
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Corporate Development

Last year marked a significant stride toward becoming a 
green business driven by technological advancements. 
Alongside the installation of solar panels on the roof of 
our office located at the Seoul Street, also known as 
the Seoul Office, we incorporated solar energy storage 
technology into the exterior glass facade. Solar energy 
now accounts for 20 percent of the building's electricity 
consumption.

Additionally, we installed solar energy systems in the 
buildings of rural sub-branches in five soums, resulting 
in a reduction of air and environmental pollution. These 
efforts reduced carbon dioxide emissions, prevented the 
burning of solid fuel, and produced oxygen equivalent 
to planting 5,455 trees. Furthermore, we introduced 
the shared office concept for employee comfort and 
flexibility, leading to positive environmental impacts such 
as reduced carbon dioxide emissions and decreased 
gasoline consumption.

Furthermore, with employee comfort in mind, we have 
introduced the shared office concept, allowing our staff 
to seamlessly blend office and remote work. Currently, 
70% of our head office employees work from the office, 
while the remaining 30% work remotely. Through the 
implementation of shared offices and individual screens 
at each desk, employees now have the flexibility to 
access the office at their convenience. This transition has 
resulted in positive environmental impacts, including a 
reduction in carbon dioxide emissions and decreased 
gasoline consumption.
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INFORMATION 
TECHNOLOGY

From 2021 through 2023, information technology 
developments focused primarily on five strategic pillars 
critical to our mission: enabling business initiatives 
and portfolio management, improving technology 
processes, risk management and cultural initiatives, 
applying data analytics, artificial intelligence for 
IT operations (AIOps), DevOps, automations and 
modernizing technology services, and enabling digital 
solutions for core platforms. 

Our goal is to provide world-class, digitally enabled 
technology services to our business and customers. 
We collaborate closely with business stakeholders in a 
cost-effective manner, ensuring the reliable and stable 
provision of high-quality, frictionless service that delivers 
value to customers. As a result, we have provided our 
customers with  digital banking services with service 
availability commitment of three nines (99.9%).  

Carefully aligned initiatives have effectively been 
implemented across our key pillars. Further details 
about these enhancements are available in the 2023 
Information Technology Performance Review. 

Enabling business initiatives

To expedite the development of a product, bringing 
it to market, and efficiently delivering value to our 
customers, we have established three fully agile value 
streams following a scaled agile approach: online 
leans, electronic know-your-customer (eKYC), and  
omni channel hubs (OCH).

The majority of consumer loan processes have been 
digitized, from initial loan requests to final disbursement. 
The Bank’s online loan initiative has dramatically  
decreased the average processing time, shifting from 
three hours to just three minutes. As a result of these 
efforts, the Bank was recognized as having the Loan 
Offering of the Year by The Digital Banker in 2023. The 
Bank’s digitization efforts have streamlined operations 
and created a more efficient loan experience for our 
customers. 

The digitization of know-your-customer (KYC) processes 
has significantly reduced the time required for customer 
onboarding and information updates by 8-9 times. 
Registering a new children’s account, previously 
requiring a 30-minute to two-hour in-person visit to a 
bank branch, can now be completed in approximately 
four minutes through automation. Updating customer 
information at a branch, which previously averaged 
16.5 minutes, can now be performed online in about 
two minutes.

Furthermore, we have implemented atomic design 
principles and new technology in our internet banking 

platform. These updates enable design improvements 
at the atomic and molecular levels, enhancing code 
quality and increasing development speed by 50 
percent.

To ensure our customers' financial security, we have 
developed new functions protecting them from more 
than 380 cyber fraud risks. Through continuous 
technological innovation, we work to ensure the reliable 
operation of our systems. Some of our recent awards 
and recognition include:

•	 Outstanding Customer Service Innovation by a Retail 
Bank award from The Digital Banker’s 2023 Global 
Retail Banking Innovation Awards 2023 

•	 Best Modern Technology Innovation Platinum Award 
from the 2023 Infosys Finacle Innovation Awards, 
selected from more than 200 projects from 43 
banking and financial institutions around the world

•	 Most Effective Digitization/Paperless Initiative: Best 
Project Implementation award from the 2023 IBSi 
Global FinTech Innovation Awards 

To enhance efficiency and encourage the 
implementation of agile practices and a product-
oriented mindset, we have introduced a product 
domain approach to our business projects. 

These domains serve as focal points for noteworthy 
business initiatives, such as the Limit Module, the 
Contact Center video agent platform, the Smart Office 
project, online operator enablement, the Teacher card, 
and enabling digital signatures for various services. 
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Some key accomplishments were achieved through the 
Limit Module and Contact Center video agent. The Limit 
Module project automated key processes in lending 
operations. These enhancements deliver operational 
efficiency while upholding consistent compliance 
standards across the loan portfolio.

Previously, customers residing abroad with limited 
remote access options were required to communicate 
via email to verify their identity before certain services 
could be rendered. Customers can now be positively 
identified without delay. Requests, complaints, and 
routine inquiries may also be addressed promptly 
during live chat sessions. 

Technology processes, risk management, and culture

The Control Objectives for Information Technology 
(COBIT) framework, which consists of 40 processes, was 
implemented in 2016. As of 2021, we have achieved 
an international average capability level of 3.2. 
Improvements have been successfully implemented 
since the 2021 audit, and the results of the 2023 audit 
indicate that the organization's capability level has risen 
further to the international average of 3.3.

To cultivate a more inclusive and forward-thinking 
approach to driving company growth, we have 
implemented several initiatives to generate creative and 
innovative ideas that address challenges and problems, 
expediting the adoption of technology for the benefit of 
our business. We organized a series of activities to foster 
a sense of community and encourage collaboration.

A code-a-thon was held among developers from various 
information technology teams. The goal was to promote 
development standards and allow an exchange of 
experiences and skills between participants. The event 
focused on testing developer abilities in a manner similar 
to an Olympics for coders rather than solely on software 
development. This will be held annually each April. The 
technologies and standards used in development will 
continue evolving and improving each year as new 
technologies emerge, allowing organizations to more 
quickly introduce new technologies to developers.

The Technology Innovation Forum was held four times 
in 2023, with 20 to 40 participants at each forum. The 
gathering serves as a discussion group where ideas can 
be raised and evaluated on a largely egalitarian and 
casual basis. The forum’s discussion topics are chosen 
to maximize opportunities through developments in 
innovation and emerging technologies. The discussions 
employ the Walt Disney Method, an approach aimed 
at lateral thinking to analyze issues, generate concepts, 
evaluate proposals, and construct and critique action 
plans.

To support innovative initiatives, products, and 
projects in the information technology sector, Khan 
Bank organized Hackathon 2023 in cooperation with 
international and local organizations. The competition 
was open to the public and held from October 2 to 
November 20, 2023.  

The competition consisted of three stages: a coding 
match, virtual mentoring, and development. It was 
organized around four topics: new-generation payment 
solutions, sustainable financing solutions for the 
banking sector, open innovation in the banking sector, 
and the digital experiences of rural customers. A total 
of 31 teams and over 180 participants took part in the 
competition. The top three teams were granted awards, 
along with a special place award.

Applying data analytics and AIOps 

Khan Bank has made significant advancements in 
the realm of technology, increasing the availability 
of SMS alerts, establishing real-time synchronization 
for interbank transaction account information, 
enabling bulk transactions for Children’s Money and 
pension disbursements, enhancing customer data 
synchronization across various platforms, automating 
report generation for the Bank of Mongolia, and 
optimizing data synchronization with the Credit 
Information Bureau. 

In 2023, Khan Bank successfully executed database 
archival enhancement. The project's optimization of the 
archival process resulted in three times more capacity.
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DevOps, automations, and modernizing technology 
services 

We made substantial upgrades by integrating the latest 
storage devices and enhancing branch network routers 
to ensure increased availability. 

In 2023, Khan Bank's transformative journey in cloud-
native transformation saw major achievements. 
Introducing a cloud-native application value stream 
served as a cornerstone in empowering Khan Bank's 
engineers to drive high-impact changes with minimal 
disruption. This initiative has been instrumental in 
facilitating a seamless and predictable operational 
environment, underpinning the Bank's commitment to 
delivering exceptional customer-centric solutions and 
services.

Enabling digital solutions for main and core platforms

In 2023, we made significant strides in advancing digital 
solutions for main and core platforms, with a resolute 
commitment to technological advancement and 
operational resilience. Our dedication to enhancing its 
infrastructure, improving data security measures, and 
fortifying its disaster recovery capabilities underscore the 
Bank’s proactive approach to staying at the forefront of 
digital innovation.

The disaster recovery tests conducted in September 
2022 and 2023 were critical in assessing and 
enhancing the Bank’s disaster recovery capabilities. 
With an initial success rate of 89 percent in the first 
test, the Bank determined the recovery time objective 
(RTO) for the core and nine key systems, showcasing 
its robustness and resilience in the face of potential 
disruptions. The subsequent test demonstrated a 
significant improvement, achieving a commendable 
97 percent success rate and reducing the average 
RTO by 19.2 percent. These efforts underscored Khan 
Bank's commitment to ensuring business continuity and 
uninterrupted customer service, solidifying our position 
as a reliable and secure financial services provider.

Additionally, Khan Bank's database capacity 
improvement project in 2023 further improved our 
database infrastructure and operational efficiency. 
Implementing maximum high availability architecture 
marked a significant milestone in enhancing the 
organization’s data resilience, scalability, and security. 
These strategic endeavors not only fortified the Bank's 
operational stability but also positioned it for sustained 
growth and technological advancement in the digital 
era.

Overall, in 2023, we extended our commitment to 
embracing digital solutions, fostering operational 
resilience, and ensuring robust security measures. 
Through strategic partnerships, rigorous testing, and 
comprehensive infrastructure enhancements, we have 
reaffirmed our position as a pioneering institution 
dedicated to delivering cutting-edge financial services 
and ensuring a secure and seamless digital banking 
experience for our customers.
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HUMAN RESOURCE 
MANAGEMENT

Khan Bank implements flexible human resource 
strategies within the framework of our Employer of 
Choice policy to contribute to the Bank’s long-term 
and sustainable growth. We focus on strengthening 
positive organizational culture, enhancing employee 
engagement, and developing positive attitudes and 
behavior among our employees to develop engaged 
and productive human resources. 

Our enthusiastic and energetic employees, the trusted 
partners of 2.9 million customers, are at the heart of 
every advancement and success at Khan Bank. As 
one of the most prominent employers in Mongolia, 
we initiate and implement projects and programs 
to foster a positive organizational culture, favorable 
working conditions, competitive compensation and 
benefits, equal employment, diversity, equity, inclusion, 
and career development opportunities for our 6,500 
employees. Our focus lies in enhancing the employee 
experience by designing and delivering services that 
ensure a positive experience and satisfaction throughout 
every important moment of their journey.

Employee-centric human resource policy and programs 

In 2023, the Bank continued implementing its employee-
centric human resource policy within the framework of 
a human resource business partner model to apply 
modern approaches to human resource management 
and development as part of our journey toward 
continuous learning and development.

The human resource team identified seven key medium-
term priorities to contribute to the Bank’s stable business 
operations and operational strategy: 

•	 Implementing a human resource model at the 
strategic level by working closely with businesses, 
providing expert advice on human resource policy, 
developing talented executives, and leading through 
initiatives for positive change;  

•	 Identifying the organizational capacity for running a 
digital banking business successfully and sustainably, 
developing a talent management framework, and 
determining key roles, necessary skills, and succession. 
At the bank level, detailed skills and competencies 
have been defined across 15 operational areas;

•	 Fostering a culture of continuous learning; training 
and developing digital-thinking, ethical, skilled, high-
performing, and development-oriented employees 
and managing their career development;

•	 Using cutting-edge technology and new tools in 
human resource activities and processes, providing 
prompt service to employees through digital and 
other available channels, and becoming a trusted 
friend and advisor; 

•	 We have implemented sustainable development 
principles to improve the satisfaction of all employees, 
implementing policies and programs that promote 
gender equality, family-friendly employment, flexible 
working conditions, work-life balance, and diversity. 

•	 As part of implementing a human resource policy 
on succession to maintain business continuity and 
stability, we defined key positions that play an integral 
role in current business operations and implementing 
future strategies. 

•	 We established a core system for ensuring human 
resource management, salary and promotion 
systems, performance management, training 
and development, and career frameworks by 
implementing the comprehensive management 
of salaries and incentives, enforcing policies and 
programs, and conducting workplace assessments 
to create stable employment with high performance 
and satisfaction rates.

Human reource policy
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Employee social and health matters 

Various programs for all employees were regularly 
implemented to help address employees’ social 
problems. The projects, programs, products, and 
services for employees included grants, pension savings, 
scholarships, allowance programs, health and accident 
insurance, mental and physical health examinations, 
daily consultations, initial examinations, and immune 
support products.

To ensure the healthy work-life balance of all employees, 
we supported the activities of employee clubs, organized 
cultural and sports events, and provided employees 
with awards and incentives. Risk assessments are 
carried out to prevent occupational safety and health 
risks to employees.

Khan Bank places great emphasis on the welfare of 
its employees and has implemented family-friendly 
policies in accordance with the United Nations' 
Sustainable Development Goals. In collaboration with 
a professional psychology organization, the Bank offers 
team and individual psychological services based 
on research conducted by its staff. These services are 
conveniently accessible through an online platform.

To further support its employees, Khan Bank established 
a temporary childcare room staffed by professional 
teachers. This facility provides a safe and healthy 
environment for young children, allowing employees 
to focus on their work without worrying about quality 
childcare. This initiative not only promotes work-life 
balance but also upholds children's rights, creating a 
child-friendly environment.

Khan Bank is committed to investing in the education of 
future generations. It organizes the Khan Bank Olympiad 
and provides scholarships to the children of employees. 
In 2023, 110 children participated in the scholarship 
program, a testament to the Bank's unwavering 
dedication to the well-being of its employees and their 
families.

Management, organization, and talent acquisition

In 2023, we created new departments, roles, and teams 
and implemented related projects and programs to 
support our goal of becoming a digital bank.

We acquired over 500 new employees and created 
talent management throughout 2023. We regularly 
offered talented employees appropriate training and 
development opportunities, continuously developing 
their skills, and created open and equal opportunities 
for growth and advancement. As part of our ongoing 
digital transformation and operational improvement 
efforts, we have implemented flexible working 
arrangements for our valued employees. Furthermore, 
we initiated several projects and programs to train 
our employees to be digitally savvy and adaptable to 
change, particularly while working remotely, in hybrid 
setups, and with flexible hours.

To facilitate the development of leadership skills, we 
have identified three leadership levels and created 
a framework for training and developing all of our 
management and employees. 

Increasing employee satisfaction and engagement

Khan Bank regularly conducts courses and projects to 
improve employee satisfaction and engagement. In 
cooperation with external organizations, the Employee 
Satisfaction Survey was conducted for the seventh 
consecutive year to assess employee satisfaction 
and engagement. According to the 2023 survey, the 
employee engagement indicator reached 82.7 percent, 
while the management performance indicator reached 
79.1 percent, a steady improvement from previous years.

We take necessary measures based on annual surveys 
and employee feedback and implement policies and 
projects essential for employee well-being, satisfaction, 
and high performance. 

In the age of change, where global employment 
trends focus on supporting satisfied employees and a 
high-performance culture, we implemented a smart 
office program and a flexible work environment. This 
shift creates opportunities for employees to work from 
anywhere to maintain a work-life balance through 
flexible time arrangements for remote work.
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To promote the shift from employee training to employee 
learning, develop experience and knowledge-sharing 
practices, and introduce online culture within the 
organization, Khan Bank implemented projects and 
programs for employees, focusing on improving 
online training, given the challenges presented by the 
pandemic.

Standardized remote training is provided to all 
employees through our internal learning platform, 
KB Academy. In addition to learning for their current 
position, employees can develop additional skills 
relevant to their future careers. In 2023, in addition to 

uploading personal development content from four 
cooperating organizations, more than 194 professional 
training modules and content from 232 internal trainers 
were uploaded and accessed through KB Academy 
80,470 times. Some highlights include a comprehensive 
employee experience program, ethical banking, mental 
health counseling, Data School, and Tomyo Skill’s 
personal development programs. Employees can also 
take courses on topics of interest in their spare time. 
In 2023, thirty-one employees received scholarships to 
attend domestic universities and institutions to develop 
their professional skills.

Continuous learning and sharing culture
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Programs to promote corporate learning culture

To successfully implement our digital banking strategy, 
“digital savvy” was identified as the key skill required 
for all employees. Cultural ambassador teams, led by 
vice presidents, implemented a digital culture program 
throughout the year. To support the Bank's medium-
term business strategy, the first stage of a two-phase 
program to shift mindsets and attitudes and encourage 
digital banking employees was equally and accessibly 
provided to more than 6,000 employees. The program 
prioritized the readiness of all employees to become a 
fully digitized bank. 

More than 5,000 employees were successfully trained 
in this area. This cultural program, implemented for the 
third year, strengthens each employee’s professional, 
ethical, digitally savvy, and innovative approach to 
the Bank’s digital transformation and next stage of 
development. 

Twelve SEED 2 knowledge-sharing  courses were 
digitized and attended by 2,788 employees; 765 
attended in-person training sessions. 

Khan Bank was named the Organization with the Best 
Training and Development Strategy for the 2023 HR 
Awards, which recognize the country’s best human 
resources practices. The award committee selected 
Khan Bank because it offers a comprehensive training 
system with a variety of flexible conditions, paying 
special attention to each employee’s career planning 
and personal growth.

Management Development Program 2023

Khan Bank successfully implemented the 2023 
Development Program, a comprehensive program 
designed to continuously develop leadership skills 
and prepare top management staff to ensure the 
successful implementation of Khan Bank’s strategies 
and objectives. The program provided training for 719 
management staff. 

To create a coaching culture at Khan Bank, we are 
successfully implementing a coaching program that 
meets international standards. Within the SEED 2 
program, a pilot mentoring and coaching program was 
conducted for talented employees. The program’s 57 
participants held eight meetings; each of the mentors, 
mentees, and coaches held three progress meetings. 

We have been providing our employees with access to 
LinkedIn Learning since 2021. We were the first Mongolian 
bank to receive LinkedIn Learning’s Outstanding 
Learning Culture Award, proving our continuous success 
and learning in digital transformation. 

The five-module Excellence Interactive program was 
provided to 21 managers, and the Growing Together 
interactive leadership program was offered to upskill 
79 Retail Banking managers with the support of 23 
internally developed trainers.
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SUSTAINABLE 
DEVELOPMENT

Sustainable Development Policy 

Since 
2000

2007

2010

2011

2018

•	 The UN’s 17 Sustainable Development Goals (SDGs) were integrated 
into operations at all levels by expanding the scope of corporate social 
responsibility.

•	 Seven green investment principles under the Belt and Road Initiative 
began being applied to our operations.

•	 As promoting environmentally and socially friendly operations have 
been specified in the Bank’s loan policy and procedures, environmental 
and social risk assessments began being carried out for specific 
business loans.

•	 After joining the Mongolian Sustainable Finance Association (MSFA), 
an internal MSFA working group was established.

After joining the United Nations (UN) Global Compact, the Bank began 
implementing its 10 principles for human rights, labor, the environment, 
and anti-corruption in its operations.

Khan Bank Foundation was established to systematically implement 
corporate social responsibility and contribute to social well-being.

Implementing corporate social responsibility activities efficiently, Khan 
Bank has initiated projects and programs for employees, focusing on 
responsible, transparent, and fair operations in the business environment.
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2019

2020

2023

2022

Khan Bank’s Sustainable Development Policy was adopted 
and implemented.

•	 Khan Bank’s Sustainable Development Reports were made available to the public.

•	 The scope of the Bank’s MSFA working group was expanded and renamed the 
Sustainable Development Working Group.

•	 Khan Bank adopted a new mission, vision, motto, and values as part of a brand refresh, 
including the new value “Sustainability is the Future”.

•	 The Sustainable Development Working Group was expanded into one main group and four 
sub-working groups.

•	 We established the Sustainable Development Department with other changes in organizational 
structure.

•	 An environmental, social, and governance risk assessment was carried out in collaboration 
with Moody’s Investors Service.

•	 A memorandum of understanding was signed with the United Nations Children's Fund 
(UNICEF) in Mongolia, and the Bank promised to protect children's rights at all levels of 
banking operations.

•	 The Bank joined the Partnership for Carbon Accounting Financials (PCAF), the standard for 
assessing greenhouse gas (GHG) emissions financed by loans and investments.

•	 Khan Bank's Sustainable Development Policy was updated and includes matters such as 
climate change, human rights, children's rights, labor equality, and biodiversity.
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Sustainable Development Policy structure

Khan Bank’s Sustainable Development Policy consists of four key areas.

•	 Supporting responsible businesses

•	 Green and gender-responsive financial 
products and services

•	 Environmental, social, governance (ESG) risk 
assessment

•	 Climate risk assessment (CRA)

•	 Sustainable finance program (Mongolian 
Sustainable Finance Association)

•	 Green bond and green sources

•	 Khan Bank Foundation

•	 Corporate social responsibility projects and 
programs

•	 One Billion Trees fund

•	 Ensuring labor equality 

•	 Human resource policy and sustainable 
jobs

•	 Corporate governance

•	 Environmentally friendly work environment

•	 Information security and control

•	 Khan Bank Annual Report

•	 Khan Bank Sustainable Development 
Report

•	 Transparent reporting to regulators, 
investors, and lenders

•	 Membership in international and domestic 
organizations and transparent reporting

1

3

2

4

Sustainable Finance & 
Climate Change

Sustainable Social Investment

Sustainable Operations

Sustainable Partnerships and Reporting

The Sustainable Development Policy is based on the following principles:

•	 17 Sustainable Development Goals defined by the UN in 2015

•	 10 principles in four areas of the UN Global Compact declared in 2000

•	 Eight principles defined by the Mongolian Sustainable Finance Program in 2013

•	 Joined the Green Investment Principles (GIP), created within the framework of the Belt Road Initiative, 
and began implementing its seven principles in 2018

•	 The Paris Agreement, a legally binding treaty adopted by 196 countries

•	 The Children's Rights and Business Principles developed by the UN Global Compact and Save the 
Children in 2010

•	 Family Friendly Policies developed by the United Nations Children's Fund in 2020

Since 2019, Khan Bank has prepared the Khan Bank Sustainable Development Report in addition to 
its Annual Report. The Sustainable Development Report is available to the public on the Sustainable 
Development section of the Bank’s website.



39

Sustainable finance and 
climate change

Within the framework of Sustainability is the Future, 
one of the Bank’s four values, in 2023, we expanded 
our sustainable development initiatives, concentrated 
on sustainable financing, increased our sustainable 
financing products and services, and cooperated 
with international lenders and consulting companies, 
government organizations, and companies providing 
eco-friendly activities.  

In 2023, the Bank raised 277.8 million USD with
2-5-year funding from international financial institutions 
to contribute to sustainable development and support 
projects that will positively impact economic growth, 
social welfare, and the environment. 

Khan Bank issued Mongolia’s first green bonds in the 
international and domestic makets, to promote green 
financing and a sustainable economy, a significant 
milestone for the Bank and Mongolia's banking sector.

Khan Bank strives to 
deliver the most reliable 

and prompt products and 
services to our valued 

customers to meet their 
financial needs. We aspire 

to create an environmentally 
friendly and sustainable 

business and become the 
country’s most trusted bank, 

contributing to society’s 
well-being and Mongolia’s 

development.
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Green financing

In terms of green taxonomy classification, the majority (66.7 percent) of the green loan portfolio is comprised of loans for 
energy efficiency projects, and loans for renewable energy, green construction, and sustainable agriculture accounted 
for 27.8 percent. 

We offer 34 green loan products, with the following green loan products introduced to the market during the reporting 
period. 

Green loan portfolio breakdown 
(as of the end of 2023 )

12.1%

8.3%

0.6%

4.1%

66.7%

0.8%

7.4%

Renewable 
energy

Green construction

Sustainable water 
management and treatment

Clean 
transport

Energy 
efficiency 

Pollution prevention 
and control

Sustainable agriculture, land 
utilization, forests, and eco-tourism

12+67+8+1+1+7+4+E
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Gender-responsive financing

Business loan products for women entrepreneurs 

To support women entrepreneurs, the Bank introduced 
new investment and working capital loan products to the 
market. According to international and domestic studies 
on women entrepreneurs, one of the challenges they 
experience when seeking a loan is collateral. Therefore, 
the Bank decided to lower collateral requirements for 
qualified borrowers for loan products dedicated to 
women entrepreneurs.  

In 2023, Khan Bank raised 95 million USD from 
international lenders for gender-responsive loan 
products. We fully utilized this funding, and the loan 
portfolio dedicated to women entrepreneurs reached 
362.1 billion MNT at the end of 2023. The following 
products are offered to qualified borrowers:

•	 Investment loan for women entrepreneurs

•	 Working capital loan for women entrepreneurs

Empowerment program for women entrepreneurs

Through the SME Support Center, we offered training to 
provide financial services and support our customers' 
businesses. In 2023, six programs were offered and 
attended by 2,009 customers, including approximately 
1,400 women enterpreneurs (70 percent).

Green Business Program

Every individual, organization, and entity aspire to 
play a role in achieving the Sustainable Development 
Goals, often referred to as humanity’s "homework". In 
line with this commitment, Khan Bank has introduced 
its Green Business Program, which offers financial 
assistance and non-financial services to promote green 
business practices and environmentally sustainable 
consumption. The program aims to mitigate climate 
change and reduce greenhouse gas emissions by 
supporting initiatives that prioritize environmental 
responsibility. 

The program assists entrepreneurs in enhancing their 
business success, boosting their competitiveness, 
and acquainting them with international trends and 
opportunities in green business. It seeks to integrate 
these insights into their business activities and identify 
opportunities for their implementation.

By participating in the program, our business owner 
customers can access free training and information on 
the following topics and content:

•	 Concepts of sustainable development and green 
business

•	 Principles and sequence of greening your business 

•	 Implementation methods and techniques for 
greening your business and measuring results

•	 GAP analysis  

•	 Greening your business and green financing 
opportunities
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ESG Risk Assessment

As of the end of 2023, environmental, social, and 
governance risk assessments were conducted for 336 
loan requests totaling 915.6 billion MNT. The breakdown 
of the assessed loan portfolio is as follows:

•	 ESG risk assessments were conducted for 316 loan 
requests totaling 746 billion MNT

•	 Detailed ESG analysis or due diligence was performed 
for three loan requests totaling 114.6 billion MNT

•	 ESG risk assessments were conducted for 17 loan 
requests within the last 12 months, totaling 54.8 billion 
MNT, and approved in accordance with the lending 
operations procedure.

The ESG risk management and assessment process 
training content was updated during the reporting year. 
By the end of the year, successful training sessions on ESG 
risk management and assessment were conducted for 
loan officers and customers. The Bank's partner investors 
and credit institutions not only provided financing but 
also offered professional consulting services for climate 
financing. This support enhanced the Bank's capabilities 
in sustainable financing, improved internal processes, 
and promoted the adoption of international best 
practices. Efforts to conduct green credit assessment, 
enhance environmental and governance systems, 
conduct gender background research, and support 
women entrepreneurs were facilitated through various 
forms of technical assistance provided by these partners.
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Sustainable operations

Sustainable social investment

While delivering digital and green financial services to 
customers, the Bank remains committed to integrating 
sustainable initiatives into its daily operations and 
fostering positive change. Significant efforts are 
underway in accordance with recommendations from 
the international rating agency Moody's. Climate 
change profoundly influences our lifestyles and 
professional activities. To mitigate climate risks, adapt 
to changes, and combat global warming, Khan Bank 
has identified financial and non-financial risks within its 
operations and initiated gradual action steps.

Implementation of Renewable Energy in Bank Offices

Khan Bank has implemented solar energy systems at 
its Seoul office and rural branch buildings. By deploying 
a solution that integrates BIPV and BAPV systems, we 
not only harness solar energy but also transform the 
buildings into energy producers. We have prevented the 
consumption of 16.7 tons of coal and made a tangible 
contribution to addressing the air pollution problem in 
Ulaanbaatar.

Khan Bank has been implementing its corporate social 
responsibility through the Khan Bank Foundation since 
2007 and has implemented many programs and 
projects for social and public well-being. The goal of 
sustainable development has been closely coordinated 
with the Bank’s activities, and a wide range of 
sustainable social investments have been implemented 
throughout Mongolia since 2018.

The Khan Bank Foundation’s project and program 
policy aims to make real contributions to social and 
public well-being:

Introduction of Electric Cars for Bank Use

We have introduced electric cars into our banking 
operations to actively contribute to initiatives to reduce 
air pollution and greenhouse gas emissions in Mongolia. 
This environmentally and economically efficient decision 
is complemented by our efforts to establish electric 
vehicle charging stations. By promoting the use of 
electric cars for our employees' daily meetings outside 
the office, we are leading by example and encouraging 
socially and environmentally friendly transportation 
options.

Developing a Responsible Tax Strategy

In line with Moody's recommendations and our 
commitment to disseminating responsible tax 
knowledge to the public, we are actively supporting 
the tax education of Khan Bank employees. We are 
delivering comprehensive training and guidance on 
essential tax law topics, integrating theory and practical 
applications through online and in-person sessions.

Khan Bank's 
Sustainable 
Development Policy

Khan Bank's customers

Khan Bank's operating areas

The public and citizens

Khan Bank's employees and 
their families

•	 Supporting education for young people

•	 Promoting public health

•	 Protecting the environment

•	 Supporting vulnerable groups in society

•	 Promoting rural development

•	 Promoting arts and culture

•	 Contributing to the 17 Sustainable Development 
Goals

The Khan Bank Foundation has delivered the benefits 
of more than 510 projects and programs to 2.9 
million customers and their families working, living, 
and studying in every corner of Mongolia, creating 
positive changes and attitudes for the past 17 years. 
In cooperation with more than 170 governmental and
non-governmental organizations, more than 12.7 
billion MNT was disbursed for social well-being, and 
nine projects and programs received 2.7 billion MNT 
in funding in 2023. Major projects and programs 
implemented during the reporting period are 
highlighted below.
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Education 

RISE Freshman Development Program

The Khan Bank Foundation implemented the 
RISE Freshman Development Program for the sixth 
consecutive year. This program gives energy and 
inspiration to young people who are entering college 
life and encourages them to learn and develop together 
by sharing knowledge, information, and experience. 

The transition from high school to university student life 
is an exciting, adventurous, and special time. The RISE 
program aims to help new students quickly adapt to the 
university environment, develop themselves outside of 
classes, acquire successful study methods, guide and 
support them in becoming well-educated citizens, and 
help them become independent students. The program 
offers rewarding events and training throughout the 
academic year. A highlight of the program is the 
opening ceremony, an event that creates unforgettable 
memories for students. About 4,300 students have 
participated in the program since 2019, and more than 
800 new students came to the opening in 2023 to share 
their knowledge and experience. 

One notable aspect of the 2023 opening ceremony 
was its emphasis on sustainable development, aimed at 
imparting to young students the concept of sustainable 
practices, leadership in sustainability, and the 
importance of being environmentally conscious citizens.

Student representatives who took part in the program 
were invited to participate in the Mental Health 2023 
international academic conference organized by 
the National Mental Health Center. This experience 
gave them insight into the holistic nature of health, 
highlighting that health encompasses not physical
well-being and mental wellness.

Women’s Development Program

Khan Bank Foundation continued its Women’s 
Development Program for the third year to promote 
gender equality. The program focuses on supporting 
women's employment, personal, and professional 
growth, raising awareness about their roles, 
responsibilities, professional skills, and strengths, 
and fostering a positive attitude towards women in 
society. Over the past three years, the program has 
empowered 240 nurses and caregivers who contribute 
to public health. In 2023, a notable highlight was the 
expansion of the program to include female secondary 
school teachers, who play a crucial role in providing 
general academic knowledge and basic education 
to the future generation of Mongolia. A total of 120 
teachers participated in the program and studied four 
out of six subjects: personal development, aesthetics, 
health, financial education, psychology, and English. 
This program offers women opportunities to take on 
leadership roles in the workplace, foster personal 
growth, and focus on personal development in their 
careers.
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Khan Bank scholarship program for new students 

In 2023, the Khan Bank Foundation’s new student 
scholarship program, organized for its 17th year, granted 
60 12th-grade students tuition grants to begin a new 
chapter in their education journey. 

The scholarship program was announced for students 
in Mongolia’s 21 provinces, Zamiin-Uud, Zuunkharaa 
soum, and Ulaanbaatar’s Baganuur District in 2023. 
Scholarship recipient selection was conducted based 
on transcripts, teacher references, social activity 
engagement, participation in competitions and 
olympiads, and essay writing on the topic “My Dream 
for the Future”. Khan Bank has invested over 2.2 billion 
MNT in intellectual capital by granting scholarships to 
around 2,160 students over the past 17 years.

Health

National Campaign Against Cancer

The National Campaign Against Cancer was 
organized by the Khan Bank Foundation for its 13th 
year to improve health education and provide at-risk 
people with preliminary examinations, early diagnosis, 
and screening for treatment in the early stages. The 
campaign includes public events for awareness-raising 
and provides doctors and specialists in rural areas 
with capacity-building training, professional consulting, 
and methodological approaches to early detection, 
diagnosis, and treatment. This year’s campaign 
team worked in Dornod and Uvs provinces, where 
26 cancerous and 305 non-cancerous tumors were 
detected during examinations provided to over 3,000 
people. Over the past 13 years, the campaign has 
contributed to health and well-being by providing over 
133,000 free health examinations.

Campaign Against Hypertension 

The Campaign Against Hypertension, one of the Khan 
Bank Foundation’s biggest projects and programs, 
was organized in Dundgovi, Uvurkhangai, Zavkhan, 
Govi-Altai, and Darkhan-Uul provinces. Along with 
training on hypertension and influential factors, the 
campaign included health examinations and diagnosis 
for early detection. Over 22,300 people received free 
health examinations from doctors to assess their risk 
of cardiovascular disease, heart attacks, strokes, and 
kidney and digestive system disorders. Three hundred 
doctors and health officials in rural areas received 
training on methodological approaches to detecting 
and diagnosing hypertension in its early stages. Since 
2017, 41,300 residents and 900 doctors in 17 provinces 
have been involved in the campaign.
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Environment

Khan Bank Forest Program 

With the aim of protecting our environment and 
giving fresh air and a healthy environment to future 
generations, Khan Bank has been implementing the 
Khan Bank Forest Program for the last 17 years, planting 
over 31,000 trees and bushes throughout Mongolia. 
In 2021, Khan Bank began addressing forest areas at 
the source of the Selbe River, the Ikh Bayan Mountain 
Pass, rehabilitating 40 hectares to correct damage 
caused by people and natural pests. Ten hectares 
were rehabilitated through afforestation work in 2023, 
as overall, 24 hectares were rehabilitated on this land 
so far. The five-year afforestation project at Ikh Bayan 
Mountain Pass is being implemented in cooperation 
with the Ulaanbaatar Environmental Department and 
other organizations.

Arts and culture

Khan Gallery 

To support arts and culture, Khan Bank presented 
11 exhibitions in 2023 at Khan Gallery, located on 
the 3rd floor of Khan Bank Tower. The selection of 
artists for exhibitions is publicly announced each 
year, and selected artworks are shown in the gallery. 
Each exhibition is special, presenting new works, and 
ARTSHARE digital content about participating artists is 
shared with the public to promote arts and culture. 

We have increased the number of exhibitions at Khan 
Gallery to promote Mongolian arts and culture.

One Billion Trees Fund

The Bank of Mongolia and commercial banks are 
supporting the national One Billion Trees campaign 
initiated by the President of Mongolia.
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Accelerating rural development

3x3 basketball courts  

In 2021, within the scope of the Bank’s 30th anniversary 
and social responsibility objectives, Khan Bank built 3x3 
basketball courts in 33 locations. These basketball courts 
are equipped with cushioned rubber flooring, materials, 
and equipment meeting international standards. The 
Bank cooperated with professional organizations to 
ensure a safe and healthy environment for children 
and youth. The courts were handed over to officials 
representing province governors’ offices, physical 
education and sports committees, and secondary 
schools. Khan Bank organized friendly 3x3 basketball 
tournaments in 16 locations in 2023, and over 3,500 
people participated in youth sports events.

Supporting vulnerable groups

Para Boccia

In support of vulnerable social groups, the Bank has 
been cooperating with the Mongolian Para Boccia 
Federation since 2019 to offer para boccia training to 
children with disabilities, providing financial assistance 
to for participation in national and international 
competitions. In 2023, the Bank helped fund the 
Ulaanbaatar Championship and athlete participation 
in the 2023 World Boccia Challenger held in Poznan, 
Poland.
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As Khan Bank is a joint stock company, sustainable 
development and ESG-related reports and information 
are submitted as required by international and domestic 
financial institutions. 

We have been contributing to sustainable development 
goals and objectives by cooperating with foreign and 
domestic partners that are committed to sustainable 
development. We have active membership and submit 
regular reports to the following organizations:

During the reporting year, Khan Bank implemented 
the following actions to ensure transparent reporting 
processes and provide reliable and accurate information 
to all stakeholders:

•	 We prepared and distributed Khan Bank’s 
Sustainable Development Report on corporate 
social responsibility and sustainable development 
operations for the sixth consecutive year.

•	 In addition to its engagement in the UN Global 
Compact since 2018, Khan Bank submitted a report 
on its contributions to achieving the Sustainable 
Development Goals and relevant information as 
requested. 

•	 Khan Bank submitted reports on its green loans, 
responsible financing, and environmental and 
social risk assessment implementation to the Bank 
of Mongolia, International Finance Corporation, and 
the Mongolian Sustainable Finance Association and 
collaborated with them on different projects and 
programs.

•	 A report on environment, social, and governance 
was submitted to the Mongolian Stock Exchange and 
distributed to the public.

We submitted a report on the implementation of our 
Sustainable Development Policy and environmental, 
social, and governance (ESG), as well as other 
relevant reports and updates for foreign investors and 
international financial institutions.

Sustainable development and 
collaboration
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In market

30.4% 31.9%

35.5% 33.7%

69.6% 68.1%

65.5% 66.3%

Khan bank Other banks

Total assets Total 
deposits

Total loans Total equity

FINANCIAL 
HIGHLIGHTS

2021 2022 2023

Profitabilty

Return on equity 22.2% 32.0% 31.7%

Return on assets 2.2% 3.4% 3.5%

Net interest margin 4.8% 6.7% 6.9%

Efficiency ratio 44.4% 38.1% 40.2%

Loan quality
Non-performing loan ratio 5.1% 5.3% 5.3%

Loan loss reserve to NPL ratio 120.0% 135.1% 127.9%

Bank of Mongolia ratio

Capital adequacy ratio 15.6% 16.7% 18.6%

Tier 1 capital adequacy ratio 15.6% 16.7% 18.6%

Liquidity 46.9% 46.0% 46.5%

Single currency foreign exchange risk ratio -1.9% 2.8% -6.3%

Aggregate foreign exchange risk ratio -2.2% 3.0% -6.5%

Economic group exposure ratio 8.0% 7.8% 8.2%

Single related party exposure ratio 0.7% 3.3% 3.9%
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Financial results

As of December 2023, total assets reached 17.4 trillion MNT, a 16 percent 
increase compared to 2022, leading the banking sector and accounting for 
30.4 percent of the banking system. 

Return on assets increased by 0.1 percentage points and reached 3.5 percent. 
The liquidity ratio increased by 0.5 points and reached 46.5 percent compared 
to the previous year, well above the regulatory requirement of 25 percent.

Compared to the previous year, as of December 2023, total loans increased by 
21.2 percent (1,691.7 billion MNT), reaching 9.7 trillion MNT. 

The loan portfolio increased as a result of Khan Bank’s launch of new digital 
consumer loans and a business growth campaign in the first half of 2023. With 
the successful automation of loan processes in 2022, online disbursement has 
grown rapidly. As of December 2023, 27 percent of all loans originated online.

Non-performing loans were 5.3 percent of all loans (510 billion MNT), lower 
than the banking system’s non-performing loan ratio of 6.4 percent.

Khan Bank’s total deposits increased by 13.2 percent (1.7 trillion MNT) and 
reached 15 trillion MNT, with 82 percent held by customers and 18 percent from 
IFIs and other liabilities. 

In 2023, 93.2 million USD in loans were repaid to IFIs, and 277.8 million USD and 
17 billion MNT (Green Bond) in new long-term, low-interest financing was raised 
from IFIs, increasing liabilities. 

Compared to the previous year, equity increased by 38 percent (576 billion 
MNT), reaching 2.1 trillion MNT. In 2023, net profit after tax (NPAT) increased 
by 558.8 billion MNT. Khan Bank distributed 181 billion MNT in dividends to 
shareholders. The Bank offered its shares to the public and raised 183.4 billion 
MNT in capital.

As of December 2023, the Bank’s Tier 1 capital adequacy ratio increased 
and reached 18.63 percent, well above the Bank of Mongolia’s minimum 
requirement of 12 percent. 

In 2023, Khan Bank’s NPAT was 558.8 billion MNT. Net interest income increased 
by 201.1 billion MNT and reached 1,087 billion MNT. Khan Bank paid 184 billion 
MNT in income taxes during the reporting period.

Total assets

17.4 trillion

+16.0%

Total loans

9.7 trillion

+21.2%

Total deposits 

15.0 trillion

+13.2%

Total equity

2.1 trillion

+38.0%

Profitability

558.8 billion

+24.5%
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RETAIL 
BANKING

Digi Go – Digital branches

In 2023, Khan Bank expanded its service offerings by 
opening three Digi Go branches in Ulaanbaatar and 
one at Chinggis Khaan International Airport. These 
branches operate without tellers and are designed to 
provide banking products and services in a comfortable 
environment. Customers can access most banking 
services through self-service Kiosks, ATMs, and tablets. 
The Digi Go branches also feature modern meeting 
rooms with state-of-the-art technology, providing a 
unique and innovative space for Khan Bank customers 
and SME business owners to conduct meetings free of 
charge.

Digi corner – Digital corners 

Khan Bank has introduced Digi corners, featuring Kiosk-
ATM and ATM-tablet combinations in bustling locations 
like GS25 and CU convenience stores. These Digi corners 

Khan Bank provides banking services to over 80 percent of households across Mongolia through 545 branches, Express 
Banking services (ATMs and Kiosks), its Contact Center, and digital channels available 24/7. In 2023, Khan Bank further 
solidified its position as the leading digital banking services provider in Mongolia. The Bank prioritized digital services 
over branch visits, ensuring convenient customer access to banking services.

Retail Banking services

aim to improve the accessibility of banking services in 
step with advancing technology. Alongside regular 
shopping, customers can conveniently access banking 
services at these locations. In 2023, we extended the 
reach of these Digi corners beyond Ulaanbaatar to 
locations such as Erdenet, Darkhan, Zamiin-Uud, and 
Zuunkharaa, totaling 42 locations.

SME Branch – Business centers

Opening new SME Branches in Darkhan-Uul and 
Orkhon provinces is part of our initiative to make 
banking products and services more accessible to local 
SME business owners. Additionally, we aim to provide 
various financial consulting services and professional 
management training programs. We are committed 
to fostering environmentally friendly and economically 
productive business practices by addressing the specific 
needs of our customers.
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Internet Banking

It's a new era in banking, where customers can access 
the same services from their mobile phones that they 
used to receive in person at a branch without additional 
fees. Khan Bank has been at the forefront of digital 
banking services since it introduced Mobile Banking 
in 2007. In the reporting year, we made significant 
improvements and updates to our Internet Banking 
services, saving our customers 7,453 hours.

•	 Term deposit interim withdrawal: On average, 14,000 
customers a month engage in term deposit interim 
withdrawals. By transitioning to Internet Banking, 
customers collectively save a total of 1,100 hours 
previously spent in branches, reducing transaction 
time from six minutes to just 60 seconds. 

•	 Digital signature verified account reference: By 
digitalizing this service, 48,000 customers collectively 
saved 4,000 hours per month, reducing the service 
time from six minutes to just 60 seconds on average.  

•	 Digital signature verified account statement: By 
digitalizing this service, 31,000 customers collectively 
saved 1,900 hours per month, reducing the service 
time from four minutes to just 15 seconds.

•	 Account summary statement for South Korean 
visa applicants: By digitalizing this service, 6,800 
customers were able to collectively save 453 hours 
per month, with the service time reduced from five 
minutes to just 60 seconds.

The Khan Bank application undergoes regular updates 
based on customer feedback. In terms of design 
enhancements, we improved the quality of color 
emission to comply with Web Content Accessibility 
Guidelines (WCAG) 2.0, an international standard 
for accessibility. This ensures that our application is 
designed to be compatible with the needs of visually 
impaired users, aligning with our commitment to the 
Sustainable Development Goals.

Digital Banking Services

In collaboration with the General Authority for State 
Registration, in 2023, Khan Bank introduced the 
capability to issue digital signatures at Kiosk machines. 
With digital signatures, customers can access full 
banking and government services from anywhere, 
using any channel, regardless of time and location. 

Through a partnership with the internationally accessible 
mobile phone operator Lime, customers can receive 
account transaction information via text message 
globally, seek assistance and services from the Bank's 
Contact Center using their registered number, and 
obtain a one-time verification code for Internet Banking. 
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Standards

Quality management standards  ISO9001:2015 and 
ISO10002:2018 

In 2023, Khan Bank successfully introduced quality 
management system standard ISO9001:2015 and 
ISO10002:2018 for organization complaint handling 
systems. This enables the Bank to implement a 
comprehensive management system in its operations, 
constantly improve the quality of products and services, 
and work in accordance with international standards.

With our goal to continuously improve the quality 
of our customer service and reduce wait times, 92 
percent of all customer requests were resolved within 
the standard timeframe in 2023, and more than 29 
percent were handled on the first call. We regularly 
analyzed customer feedback and took steps to prevent 
complaints from recurring.

Policies we implement

Customer service

International Digital Customer Experience Standard 
2022:02

Khan Bank improves its products and services every 
year, increasing customer satisfaction and focusing on 
the quality of service for each of its banking services 
channels. In the latter half of 2023, Khan Bank adopted 
the International Digital Customer Experience Standard 
IDCXS2022:02, certified by the British Standards 
Institution (BSI). This standard consists of seven groups 
of quality indicators with 356 sub-criteria. Khan 
Bank successfully implemented the standard with 
“International Excellence” and met all requirements. 
The successful implementation of the standard reaffirms 
that Khan Bank's online banking services have attained 
an international level of quality.

Khan Bank will continue to prioritize high service quality 
and customer satisfaction, in line with its mission to 
deliver the best and most innovative products and 
services to its customers at every step of their financial 
journey.

Experience lab

We established the Experience Lab to listen to our 
customers and introduce high-quality products and 
services that are in line with their needs. Customers can 
test products prior to their release and provide feedback 
for improvement and a successful launch.

BASIC PRINCIPLES CUSTOMER GUARANTEES

Communicating fairly We will treat every customer equally and fairly and provide banking services in an ethical way accord-
ing to the rules and regulations of Mongolian laws and regulatory bodies.

Meeting customers’ needs  Offer products and services that fit customer segments, lifecycles, and needs and keep them simple 
and easy to use.

Being transparent and 
accessible 

The Bank’s products and services will be continuously offered to customers through branches and 
digital channels. Information regarding the Bank's products and services, user guidance, interest rates, 
commissions, and fees will be announced on the official website in a timely manner.

Ensuring confidentiality The confidentiality of products, services, and customers’ personal information will be ensured and pro-
tected in accordance with Mongolian law, the Bank’s  internal rules, contracts, and ISO/IEC27001:2022.

Resolve complaints and 
suggestions effectively

Customers can submit complaints and feedback 24/7. Complaints are resolved in accordance 
with the laws and regulations of Mongolian regulatory bodies, the Bank’s internal procedures, and 
ISO10002:2018.

Provide high-quality service The quality of customer service will be continuously improved in accordance with international
standards IDCXS2022:02 and ISO9001:2016.
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2.2million5million
 (+21%)

NPS +18

Contact Center

The Khan Bank Contact Center is one of the few 
24/7 call centers operating in Mongolia. It assists 
approximately 16,000 customers a day. More than 70 
employees are employed in 53 soums in Mongolia’s 21 
provinces to assist customers residing in Mongolia and 
all over the world. 

Customers can communicate by phone, chatbot, email, 
and social media channels when they need banking 
assistance. The Bank is committed to expanding its 
communication channels and digitalization. Since 2023, 
we have been providing guidance through video calls 
at our Kiosk machines located all over Mongolia, with 
approximately 500 customers using this service daily. 

Customers are now able to contact the Bank’s official 
online assistants through video calls for banking 
services, which is a tremendous help for customers who 
cannot visit a branch in person. Remote verification 
through video calls was introduced to provide fast 
banking services to customers in Mongolia and abroad. 

The 1800-1917 hotline is now able to tell customers their 
wait time and queue position. In accordance with the 
IDCXS standard, we aim to answer 70 percent of calls 
within 30 seconds.

By providing remote services, we help customers save 
time and money and help the environment by going 
paperless, supporting our Sustainable Development 
Policy.

Satisfaction survey

The Bank regularly measures the quality of products 
and services and kept customer satisfaction indicators 
at an appropriate level in 2023. Khan Bank’s net 
promoter score (NPS) is +18. 

The number of 
customer calls in 
2023

The number of customers 
received remote banking 
services
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In line with our customers’ growing needs and 
demands, distinctive lifestyles, and real-time situations, 
we are committed to offering brand-new products and 
services utilizing new technology. Some new products 
and services launched during the reporting year are 
summarized below: 

New products and services 

•	 As a pioneer in the banking sector, online vehicle 
insurance was introduced to the market, allowing 
customers to use the Khan Bank app to insure their 
vehicles remotely and review and download all 
insurance contracts executed through a Khan Bank 
intermediary. 

•	 Kiosks were configured to receive new card orders, 
with 190,500 cards ordered in 2023. 

•	 The Khan Bank application was upgraded, with 
service developments for unblocking cards, restoring 
PIN codes, and requesting an E-PIN code. 

•	 The Teacher card was newly launched. 

•	 With updates to the Mongol Post JSC program, 
package tracking numbers are sent via text message 
to customers who have requested that cards be 
delivered by mail. In the first month of service delivery, 
the number of calls to the Contact Center regarding 
postal delivery declined by 21 percent.

Children’s accounts

In addition to allowing customers to open a child’s 
current account through Khan Bank’s Internet Banking 
and mobile application, Education - Children’s Future 
deposit accounts can be opened online.
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Online loans

Salary loans, deposit-secured loans, consumer 
leasing, business support loans (secured by POS 
terminal transactions), vehicle leasing, green consumer 
leasing, and pension loans became fully digital to 
meet customers’ needs. In 2023, pension, herder, 
and business loans also became fully digital. Fully 
automated processes, from loan request submission 
to loan disbursement, make these online products 
appealing to customers.

Online pension loans: 

Previously, online pension loans were only disbursed 
through the Khan Bank application, but channels for 
loan disbursement have expanded to the Bank’s Kiosk 
machines.

Online herder loans: 

This loan product was launched to support herders 
living in rural areas, helping them to meet their financial 
needs remotely,  despite distance, location, and time. 
This online loan has paved the way for herders to apply 
for a loan without having to visit a branch or sub-branch 
in soum and province centers.

Online business loans: 

This product is dedicated to SME customers, providing 
financing for business operations and fulfilling their short-
term financial needs. This product meets their financial 
needs remotely, saving them time and supporting the 
expansion of their business operations.  

Accessible loans

Future plans focus on upgrading online products and 
services and digitizing mortgage loans and credit card 
products. 

As a result of providing accessible and prompt online 
loan services that meet customers’ needs, the number 
of online loan customers reached 480,000 as of 
December 31, 2023. This number reflects growth of 122 
percent compared to the same period in 2022, and the 
online loan portfolio increased by 178 percent.
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Green loans

As of the end of 2023, Khan Bank's green loan portfolio 
increased by 257 percent, reaching 377.4 billion MNT. 
Khan Bank alone accounts for 47.1 percent of the green 
loan portfolios of all commercial banks.

By promoting energy-saving initiatives, deploying 
advanced solutions related to green building, green 
transportation, and sustainable agriculture, and 
addressing waste management issues to reduce the 
impacts of climate change, Khan Bank has undertaken 
medium-term, large, and complex objectives. These 
objectives aim to minimize adverse impacts, fund eco-
friendly activities, and significantly increase the green 
funding portfolio.

In pursuit of these goals, the Bank implemented several 
programs in 2023, including mortgage loans with energy 
savings, green vehicle loans, and living environment 
improvement loans dedicated to households in ger 
districts and resort areas. Green project business loans 
were introduced to support projects and programs 
falling under the seven categories outlined in the Green 
Bond Framework:

•	 Green project business loan

•	 Electric vehicle loan

•	 Loan for purchasing an apartment with energy 
savings (variable)

•	 Loan for purchasing a home with energy savings 
(variable)

•	 Loan for building a home with energy savings 
(variable)

•	 Loan for improving living environments
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PERSONAL 
BANKING

Khan Priority 

Products and services for Priority customers

As part of amendments to the Banking Law, five 
systemically important banks transitioned to become 
public companies, marking a significant industry 
milestone. It was a remarkable year, with stock market 
trading and value reaching historic highs. Understanding 
the financial needs of our customers, we made it a 
priority to provide them with special events and market 
news through our Priority Relationship Managers. 

We introduced international health insurance products 
to the market to address the importance of effectively 
managing health risks and associated financial 
expenses. These products come with special conditions 
tailored to suit our customers’ lifestyles. As a result of 
these initiatives, the range and diversity of Khan Bank’s 
banking and financial products and services offered 
through our Khan Priority personal banking services 
have expanded.

Every year, the Bank organizes discounts and 
promotions for Priority cardholders. We successfully 
executed discount campaigns, offering customers an 
immediate 30 percent discount with partner businesses, 
and strived to provide the most practical discounts 
available to Priority segment members. 

For the 13th year in a row, we delivered tailored personal banking services to our valued customers through our Khan 
Priority private banking service. This exclusive service is crafted to meet the unique needs, preferences, and expectations 
of our esteemed customers, designed for people who make exceptional contributions to society and the economy.

We provide a full range of financial services through 
our skilled staff in the comfortable environment of 
Priority branches. In 2022, we expanded Priority service 
channels by opening new branches and increasing 
the capacity of convenient service delivery. Through 
our 7533-1917 Priority banking hotline, we resolved 
customer requests and delivered customized products 
and services remotely. 

Priority Partnership events are organized annually for 
our customers to strengthen cooperation and relations. 
This year, we organized events to deliver news and 
information on the banking sector and capital market 
and to hear feedback that can help the Bank and 
Priority customers grow together. We also organize art 
events and classical music and art performances for 
our Priority customers. Classical Night was successfully 
conducted in 2023 and garnered highly positive 
customer feedback.  

Prioritizing our customers' precious time and striving to 
instill confidence at every stage of their financial journey, 
our Priority personal banking service underwent 
internal policy and procedure updates in 2023. We also 
enhanced our products and services for customers and 
improved internal operational processes to ensure ease 
and comfort in every interaction.
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In 2017, Khan Bank successfully introduced Khan 
Signature. This service has thrived for six years and 
continues evolving to meet the needs of its customers.

Aspire Together with Signature

We hope to inspire our Signature customers at every 
step of their journey to the top and create growth 
together. Khan Bank aims to not only provide financial 
services but also support our customers' businesses in 
all aspects and make impactful contributions. Signature 
service not only caters to the immediate needs of 
dynamic, forward-thinking young individuals and highly 
productive leaders but also serves as a testament to 
their intentions and aspirations.

Discounts, cards, and promotions for Signature 
customers

By opting for Khan Bank's Signature service, customers 
can address their financial requirements through 
Signature salary, mortgage, and home loans for 
property acquisition and construction, tailored with 
special conditions. Signature debit and credit cards, 
exclusive to Signature customers, offer the added benefit 
of discounts and coupons at over 80 local commercial 
and service establishments. With a wide range of 
savings and insurance products and comprehensive 
digital banking services blending innovative design 
with advanced technology, customers can fulfill their 
financial needs efficiently while saving time.

Signature charitable campaigns

Each year, 1,000 MNT of each Signature card’s annual 
fees is used to finance projects that help support 
vulnerable groups, the environment, and public health. 
In the past, we donated 10 sets of surgical equipment 
used for Cesarean delivery to Urgoo Maternity Hospital, 
financed by Signature card fees. In 2019, 1,700 of our 
Signature customers used Khan Bank’s personal savings 

Khan Signature

service to join the Magical Brothers and Sisters program 
for Lantuun Dohio NGO’s Magic Land project. In 2021, 
Khan Bank donated and installed sterilization gates at 
the entrances of five of the country’s largest hospitals, 
including the National Center for Maternal and Child 
Health of Mongolia, Third Central Hospital of Mongolia, 
the National Cancer Center, Khuree Maternity Hospital, 
and Amgalan Maternity Hospital, and will cover annual 
maintenance fees for the gates. Signature customers 
and their families also planted trees on National Tree 
Planting Day as part of the Khan Bank Foundation’s 
Khan Bank Forest Program. 

An average of 1,000 children are involved in traffic 
accidents in Mongolia annually. The National Police 
Agency’s Transportation Police Regulatory Agency 
launched the 1000-0 campaign to reduce this number 
and bring it to zero. The campaign has been successfully 
implemented in cooperation with Khan Bank and 
Signature customers.
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CORPORATE 
BANKING

Corporate Banking services

Khan Bank has consistently been the trusted business 
partner of large corporate entities operating in Mongolia 
by providing a full range of banking services with the 
highest level of professionalism.  

During the reporting year, the Bank expanded its array 
of banking products with terms tailored to the specific 
needs of its customers. We launched the Retirement 
Savings Fund service and concluded cooperation 
agreements with large companies to provide 
opportunities for their employees to enroll in their very 
own retirement savings funds.

We provided 199.3 billion MNT in financing for green 
projects within the framework of the Bank’s Sustainable 
Development Policy and objectives, including 
establishing a solar power plant, building an energy-
efficient cheese factory, and building a shopping 
center and green housing. The Bank also disbursed 
92.8 billion MNT for the Mongolian government’s 
concessional loans for major food producers to 
expand their production, establish new factories, and 
upgrade technology, contributing to the accelerated 
development of our customers and the country.
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Treasury and Investor relations  

Liquidity management 

Khan Bank consistently maintains liquidity ratios within 
the framework of the country’s regulatory bodies, 
international financial institutions, and its internal risk 
appetite statements. 

The Bank complied with the Bank of Mongolia’s (BoM) 
prudential reserve requirement ratio of eight percent for 
MNT and 18 percent for foreign currency throughout the 
reporting year. Moreover, the liquidity ratio set by the 
Bank of Mongolia (25 percent) has been consistently 
kept above 30 percent, with a minimum five percent 
buffer in accordance with the risk appetite statement. 

In compliance with the requirements of international 
financial institutions, Khan Bank consistently maintained 
liquidity ratios under Basel III. It kept the liquidity 
coverage ratio (LCR) and net stable funding ratio 
(NSFR) above the required level.

Money market activities

The Bank manages its excess liquidity by investing in 
low-risk, highly liquid, interest-earning assets to increase 
its investment income, such as Bank of Mongolia 
bills, Mongolian government sovereign bonds, short-
term U.S. government bonds, and the placement of 
short-term deposits in the international and domestic 
interbank markets. The Bank’s investment income grew 
by 112 percent from the same period of the previous year 
and reached 694.8 billion MNT considering elevated 
base rates. 

During the reporting year, the Bank steadily maintained 
its leading position in the domestic money market,  
purchasing 43.5 percent of the Bank of Mongolia’s bills 
from the primary market. 
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FX and gold trading

Khan Bank strengthened its leadership position in the 
foreign exchange (FX) market. Through its wide network 
and branches, the Bank has met customers’ demands 
for foreign currency quickly and flexibly.

In 2023, the domestic FX market was stable compared to 
the previous year due to balanced supply and demand. 
Khan Bank effectively managed its currency risk by 
complying with prudential ratios in single (15 percent) 
and aggregate (30 percent) foreign currencies set by 
the Bank of Mongolia during the reporting period. 

The Bank was frequently chosen as a primary dealer 
for interbank electronic trading systems in 2023 and 
remained active in the interbank FX market. The Bank 
also offers derivative tools (swap and forward contracts) 
to our customers operating in Mongolia, including large 
foreign trade enterprises, importers of key goods, and 
SMEs, to hedge currency exchange rate risk.

The Bank purchases physical gold from mining 
companies and individuals through its three gold-
purchasing branches in Ulaanbaatar, Darkhan, and 
Bayankhongor Province.

Long-term funding 

Khan Bank has maintained long-term partnerships 
with international banks and financial institutions to 
provide products and services that meet customers’ 
long-term funding needs, increasing the Bank’s funding 
sources and improving our operations per international 
standards.

In 2023, Khan Bank raised over 277.8 million USD in 
2-5-year funds by concluding long-term financing 
agreements with international development agencies, 
development banks, and investment funds and issuing 
a financial instrument in the domestic market.  

Khan Bank made history by issuing Mongolia's first 
green bond in the international market in March 2023 
and in the domestic capital market in December 2023, 
fulfilling a major mid-term goal of intensively increasing 
its green financing portfolio to finance environmentally 
friendly activities. This is a historic event for supporting 
green financing and a sustainable economy, not only 
for the Khan Bank but also for the Mongolian banking 
sector.

Mongolia's first green bond in the 
international market

GEFF Mongolia 
facility

First-ever MNT bond issued in the 
domestic market within framework of 

the Green Bond Program 

Syndicated long-term 
financing 

Long-term, 2-partite

Funds provided under the Women 
Entrepreneurs Financing Initiative (We-Fi)

Syndicated long-term 
financing 

Long-term, 2-partite

Long-term, 2-partite

USD 60 million 
5 years

USD 30 million 
5 years

USD 5 million 
3 years

USD 65 million 
5 years

USD 10 million 
2 years

USD 15 million 
3 years

USD 65 million 
5 years

USD 20 million 
2-3 years

USD 7.75 million 
3 years

Green 
financing

Supporting women 
entrepreneurs

Supporting micro, small, and 
medium-sized enterprises

APR
2023

OCT
2023

DEC
2023

JAN
2023

APR
2023

APR
2023

JUL
2023

JAN
2023

APR
2023

JUN
2023

OCT
2023



64

International credit rating

Cooperation with correspondent banks and 
foreign remittance

Khan Bank has been rated by international credit 
rating agencies Fitch Ratings since 2007 and Moody’s 
Investors Service since 2008.

In 2023, Fitch Ratings affirmed the Bank’s rating of "B" 

Khan Bank cooperates with over 200 internationally 
reputable banks around the world. The Bank maintains 
51 international nostro accounts in 14 different currencies 
at 29 international banks in 14 different countries to 
facilitate fast and reliable international remittance and 
payment services for its customers. 

In 2023, Khan Bank cemented its leading market 
position in international payments by growing its 
market share from 21.4 percent to 25.2 percent. The 
Bank’s international payments business increased by 
28 percent overall, with inbound value growth of 19.2 
percent YoY and outbound value growth of 37.4 percent 
YoY.

In 2023, Khan Bank carried out 32.7 percent of 
Mongolia’s international payments. We employ 
research and development tools utilizing advanced 
technology and solutions to deliver quick and reliable 
foreign remittance services to our customers. We aim 
to expand cooperation with international banks and 
financial institutions, strengthen and expand our current 
correspondent banking network with international 
partner banks, and establish new relationships with 
internationally reputable banks. Khan Bank regularly 
provides these banks and financial institutions with 
updates on the economic conditions of Mongolia and 
the Bank itself.

Source: SWIFT Watch Analytics

with a "Stable" outlook, maintaining its previous rating. 
In December 2023, Moody’s updated the Bank’s credit 
rating report, keeping the rating at “B3” with a “Stable” 
outlook. Khan Bank’s credit rating is at the same level as 
the Mongolian Government’s.

Fitch 2023.07.27

Outlook Stable

FC Long Term IDR B

LC Long Term IDR B

FC Short term IDR B

Viability Rating b

Government Support Rating b

Stable 2023.12.14

Outlook Stable

Counterparty Risk Rating – Fgn Curr B3/NP

Counterparty Risk Rating – Dom Curr B2/NP

Bank Deposits B3/NP

Baseline Credit Assessment b3

Adjusted Baseline Credit Assessment b3

CR assessment B2(cr)/NP(cr)

Issuer Rating B3

Khan Bank’s credit rating Khan Bank’s credit rating

21.4%

25.2%

2022

market 
share

2023

+19.2% +37.4%
Inbound transfers Outbound transfers



65

Trade finance

By the end of 2023, the total turnover of trade finance 
products stood at 142 million USD. In 2023, Asian 
Development Bank (ADB) and the European Bank for 
Reconstruction and Development (EBRD) recognized 
the quality of Khan Bank’s trade finance products and 
services. Khan Bank was named the Leading Partner 
Bank of ADB’s Trade Finance Program (TFP) for the sixth 
consecutive year and the Most Active Issuing Bank of 
EBRD’s TFP for the 14th consecutive year.

Through close partnerships with international financing 
banks, we have successfully reduced funding costs 
and mitigated exchange rate risks for customers by 
introducing a bulk financing structure. Khan Bank 
received technical assistance from ADB and successfully 
launched new financing products for supply chain 
financing, including factoring, reverse factoring, and 
distribution financing. These new products are designed 
to meet the financial needs of SMEs, optimize working 
capital by reducing trade risks, improve access to 
financing, enhance cash flow forecasting and flexibility, 
and support the growth of customers' businesses by 
fostering trust and profitability.

Asian Development 
Bank 

European Bank for Reconstruction
and Development 

International Finance 
Corporation 

In the area of trade 
finance, Khan Bank has 

successfully secured direct 
funding from over 30 

international banks. Khan 
Bank remains an active 

member of trade facilitation 
programs developed by 

international development 
banks. Membership in these 

programs opens doors to a 
wide array of 800 partner 

banks, fostering cooperation 
in trade finance to offer 

tailored services to Khan 
Bank’s client base.
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SME BUSINESS 
BANKING

Banking services 
dedicated to SMEs

Khan Bank provides a wide range of banking products 
and services tailored to SME businesses through Khan 
Business Services. In the reporting year, a notable 
example of product and service enhancement, coupled 
with market share reinforcement, is the 24.9 percent 
increase in the number of SME borrowers compared to 
the previous year, demonstrating our tangible support 
for SME business owners. 

To better serve the needs of SME customers and 
enhance accessibility, Khan Bank operates several 
departments under its SME banking services:

•	 SME Business Department 

•	 Loan Origination Department 

Green Loan Supporting Sustainable Fiber Supply

Khan Bank is committed to integrating its Sustainable 
Development Policy into its operations. The bank 
introduced a new loan product in 2022 to support 
cooperatives engaged in environmentally friendly 
cashmere production. This initiative falls within the 
bank's broader social responsibility framework. In 
2023, the second stage of this product was successfully 
launched. Through this initiative, financing was extended 
to 21 cooperatives, benefiting approximately 3,200 
households. These cooperatives collectively manage 
around 500,000 herds. 

Sustainable financing remains a significant challenge in 
the sustainable fiber production process. With financial 
backing from the bank, the Sustainable Fibre Alliance 
(SFA) aims to enhance the quantity of cashmere 
supplied to its member organizations. This initiative 
offers an opportunity to elevate the value of Mongolian 
cashmere exports and provide it at a premium price. 
Essentially, it enables the provision of sustainable 
raw materials to renowned international brands and 
fosters sustainable operations by establishing a value 
chain encompassing washing, combing, spinning, and 
weaving factories.

•	 SME Support Center 

•	 11 SME branches in Ulaanbaatar and 2 SME branches 
in rural areas.

-	 In 2023, MN Tower and Sakura Business Center 
were opened near Tengis Cinema and Home 
Plaza. These new locations aim to enhance service 
accessibility for SME customers. 

•	 At the beginning of 2024, Khan Bank opened new 
SME branches in Orkhon and Darkhan-Uul provinces, 
dedicated to providing specialized services for local 
entrepreneurs.

Franchise Loan Products

A pioneering loan product was launched in Mongolia, 
catering to individuals and entrepreneurs seeking to 
initiate or expand a business leveraging well-known 
trademarks for goods and services. Leveraging the 
benefits of an established brand, a proven business 
model, integrated advertising, and more, this offering 
facilitates a quicker return on investment than embarking 
on an independent business venture.

Khan Bank provides franchise working capital and 
investment loan products designed to finance businesses 
planning to open new branches, acquire existing ones, 
and expand operations within the parameters of 
utilizing a franchise trademark or brand name. 

Newly introduced products and services: 
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Loan Product Supporting Value-added Cashmere

Khan Bank introduced a new loan product to support 
stakeholders participating in the value-added chain 
of sustainable fiber production. This initiative aims 
to facilitate the creation of value-added products 
through financing, thereby fostering the development of 
domestic production and boosting exports.

Promoting the distinctive qualities of Mongolian 
cashmere in the global market is essential to enhance 
its value and competitiveness. By producing value-
added final products, we can raise incomes not only for 
producers but also for herders.

Factoring Service to Bolster Supply Chains 

In 2023, Khan Bank introduced factoring services, a form 
of supply chain financing, to the Mongolian market. 
When Khan Bank customers choose this service, the 
suppliers of raw materials will have the opportunity to 
receive immediate financing independent of the buyer. 
This factoring service serves as a financial instrument 
bridging the gap in immediate financing and 
streamlining cash flow during the stages leading up 
to and following the transformation of purchased raw 
materials into final products delivered to the customer.  

According to a study conducted by a consulting team 
from Asian Development Bank, business owners incur 
80 percent of the total cost of purchasing raw materials 
and goods, converting them into final products, and 
selling them under postpaid conditions. This practice 
leads to issues such as interrupted cash flow, slow 
supply, and slow turnover of goods.

Loan campaigns

Khan Bank has been organizing an annual Business 
Loan Campaign to support small and medium-sized 
businesses. In line with our goal of fostering economic 
growth in 2023, the loan portfolio saw a significant 
increase of 13.9 percent, reaching 8.89 trillion MNT.

SME Business Loan Analysis

•	 To ensure stable financing tailored to the needs 
of SME owners, loan analyses are conducted in 
accordance with international standards. In 2023, we 
analyzed and resolved over 6,500 loan requests from 
more than 4,000 customers, totaling 5.0 trillion MNT. 

•	 Since 2021, we have implemented a methodology 
utilizing financial benchmarks in the analysis of SME 
business loans. In 2023 alone, we processed over 
40,000 loan applications using this method, enabling 
us to swiftly serve SME customers. This approach offers 
a streamlined and rapid analysis based on financial 
benchmarks specifically tailored for SME business 
loans. We update these benchmarks annually with 
the assistance of economic parameters. As of 2023, 
this methodology is also applied in the calculation of 
online small business loans.  

•	 Loan service standards for Priority customers have 
been established alongside the introduction of 
segment services for SME owners. Under these 
standards, the loan analysis process for Priority 
customers is completed within two days. 

•	 A professional digital learning program has been 
successfully implemented for the second year to 
enhance the skills of employees involved in high-
value business loan analysis. Additionally, branch 
loan officers have been trained through the training 
program, both on-site and remotely, to further 
enhance their expertise.
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SME Support Center

Through our SME Support Center, we have collaborated 
with over 20 public and private sector organizations to 
empower entrepreneurs. In 2021, we worked with 1,800 
entrepreneurs; in 2022, the number increased to 1,900, 
and by 2023, we extended our collaboration to over 
2,000 entrepreneurs, providing them with professional-
level training and consulting services. In 2023, the SME 
Business Support Center implemented the following 
training programs.

Comprehensive Business Management Program

This program aims to cultivate entrepreneurs who 
prioritize value creation and sustainable development, 
enabling them to manage their businesses 
comprehensively and systematically across two levels. 
Through this training, business owners and managers 
can systematically acquire methods for managing their 
businesses and teams, enhancing team performance, 
and directly applying these strategies to their operations. 
Fostering an environment for exchanging experiences 
with peers at similar levels and establishing long-term 
friendships and partnerships is an integral aspect of the 
program.  

By participating in the Level 1 training, executives  
will learn comprehensive and systematic business 
management methods in three areas: assessment, 
analysis, and planning of five main systems—business 
strategy, human resources, finance, operations, and 
sales. This training aims to equip participants with 
the skills necessary for comprehensive business 
management. Upon completing the Level 1 course, 
participants will advance to Level 2, where they will 
acquire CEO management skills, methods for building 
highly productive teams, and strategies for enhancing 
team performance, drawing from successful business 
experiences. 

Growing Together Program

One of the flagship training programs offered by Khan 
Bank's SME Support Center is the Growing Together 
Program. This program caters to a large number 
of customers and offers a broad scope of learning 
opportunities. It is designed to equip micro, small, and 
medium-sized entrepreneurs with the multifaceted skills 
and knowledge necessary for successfully managing 
their businesses, thereby making tangible contributions 
to economic development. The program addresses the 
diverse training needs of entrepreneurs by collaborating 
with Mongolia's leading professional consultants in four 
key areas: business planning, marketing, finance, and 
human resources. 

In 2023, Growing Together program had 800 
customers participate across 24 sessions covering 
3,894 participants in multiple sessions. With an NPS 
of 95 percent, reflecting the active engagement of 
participants in the organization process, four Digi Go 
courses were conducted for 80 customers. During these 
sessions, participants had the opportunity to personally 
meet and receive advice from four consultants leading 
the courses. They also had the chance to network with 
other entrepreneurs, thereby expanding their business 
circles. Overall, the event was highly effective in fostering 
networking opportunities and valuable training sessions. 

Following the program's conclusion, certificates were 
awarded online to 150 participants with an attendance 
rate exceeding 80 percent. The top 50 participants were 
invited to a graduation event held at Khan Bank Tower.

Over the past 17 years, 
Khan Bank has provided 

financial services 
and actively focused 

on empowering its 
customers, supporting 

them in managing 
their businesses more 

successfully through 
systematic assistance. 
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Green Business Program

Amidst the global challenge of climate change, 
individuals and organizations worldwide are striving to 
contribute to the achievement of the United Nations’ 
Sustainable Development Goals. Aligned with its 
commitment to sustainable development, Khan Bank 
has established a Green Business Program. This 
program not only provides financial support but 
also offers non-financial services to promote green 
development, a green economy, and environmentally 
friendly practices. The program focuses on reducing 
climate change impacts and greenhouse gas emissions 
and promoting energy-efficient projects. As part of 
this program, training sessions were organized for 520 
entrepreneurs, empowering them to enhance their 
business success, increase competitiveness, and explore 
international trends and opportunities in green business. 
Thirty-eight percent of the participants, totaling 200 
customers, were from rural areas.

Program to support women entrepreneurs

As part of our policy to support women entrepreneurs, 
we have successfully trained 1,365 customers over the 
past 4 years. 

•	 450 women entrepreneurs in 2020

•	 300 women entrepreneurs in 2021

•	 300 women entrepreneurs in 2022

•	 315 women entrepreneurs in 2023

The program aims to develop the leadership, personal 
development, and entrepreneurial skills of women 
entrepreneurs and female leaders, enhancing their 
personal and business competitiveness through 
expanded networking and communication. We believe 
that the development of women-led businesses not 
only contributes to gender equality but also has direct 
and indirect impacts, such as addressing economic 
and social issues, empowering borrowers, and helping 
participants serve as role models for other entrepreneurs. 

The SME Support Center has successfully organized 
Women’s Event gatherings for the past three years 
as part of Khan Bank's policy to support women 
entrepreneurs. Approximately 100 women entrepreneurs 
participate in the events each year. It serves as a crucial 
platform for female Khan Bank executives to engage 

with customers, exchange ideas, and provide insights 
on how to support them in the future.

The event is an opportunity to introduce new Khan Bank 
products and services, foster business opportunities and 
partnerships for entrepreneurs, promote their products 
and services, and support women entrepreneurs 
by expanding their sales channels and providing 
assistance. From 2021 to 2023, we have included 180 
esteemed women entrepreneurs in the event, resulting 
in increased customer satisfaction with an NPS of 98 
percent.

Development Program

The Development Program is implemented in 
cooperation with BPN Foundation Mongolia, a Swiss 
SME supporter, to address the skills deficiencies of small 
and medium-sized enterprises and service providers. In 
addition to providing training and consulting services, 
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we offered concessional loan products to program 
participants, comprehensively supporting the business 
activities of more than 50 business customers in 2023.

Digital Transformation Program 

The SME Support Center successfully organized Digital 
Transformation-Alibaba training for small and medium-
sized enterprises in cooperation with Alikor LLC, the 
Alibaba Group representative in Mongolia. The training 
prepares them to go international, supports the export 
and import of e-commerce enterprises, introduces 
enterprises to foreign and domestic markets, opens 
gateways to producing high-quality products that can 
compete internationally, and helps them cooperate with 
investors at the international level. 

Networking services

The SME Support Center offers networking services 
to SME customers, facilitating mutually beneficial 
partnerships, expanding sales channels, and creating 
new channels for purchasing raw materials. These 
services also include collaboration opportunities with 
large enterprises and information dissemination about 
the Bank's new products and services. In 2023, the 
SME Support Center also organized networking events, 
such as the Lunar New Year Trade Fair, Summer Fun 
Travel Trade Fair, and the Digi Go branch introduction 
campaign, benefiting 250 enterprises.

Consulting Skills Training Program for Relationship 
Managers

The SME Support Center not only takes customers' 
businesses to the next level but also launched a training 
program in 2022 for the Bank’s Relationship Managers 
who work on the business segment’s front line, equipping 
them to provide professional advice to entrepreneurs. 
This program is a major factor in differentiating the 
Bank from the competition, allowing the Bank to 
study the market and make changes by preparing 
employees with strong consulting skills, understanding 
that the demand and need for consulting services will 
increase in the future due to the Bank’s digitalization of 
the loan process. We executed this transition gradually, 
and in 2023, we collaborated with the Mongolian 
Management Consultants' Institute to offer substantial 
support to eight Relationship Managers, enabling them 
to successfully attain professional consultant titles.



5
RISK

MANAGEMENT

KHAN BANK  |  ANNUAL REPORT 2023



72

•	 Keep the risk-to-return ratio at an optimal 
level

•	 Efficiently delegate the responsibilities of risk 
management players

•	 Cultivate a strong risk management culture 
among all employees

•	 Identify the Bank’s main risks and control 
them efficientlyt

•	 Regularly update and implement 
risk identification, measurement, 
countermeasures, and monitoring 
processes in accordance with international 
standards, recommendations, and best 
practices.

The Bank's risk management framework consists of risk 
appetite, risk management governance, and the risk 
management process. Khan Bank regularly improves 
and effectively implements its risk management 
framework in accordance with international best practices, 
recommendations, standards, and the rules, regulations, 
and requirements of Mongolian regulatory organizations.

Within the framework of the Bank’s mid-term strategic 
objectives, Khan Bank has introduced the Internal Capital 
Adequacy Assessment Process (ICAAP) and Internal 
Liquidity Adequacy Assessment Process (ILAAP) based 
on the standardized approaches of the Basel Framework 
to prevent potential risks, ensure capital adequacy to 
overcome stressed conditions, enhance risk management 
and set up a robust control framework.

The Bank of Mongolia’s monetary policy framework and 
banking sector reform program specify the following 
objective: Comply with the banking sector’s supervisory 
review and evaluation process with international best 
practices and principles and set up a sound and robust 
banking system based on policy implementation. This 
objective is the rationale for regulatory requirements and 
the Bank’s mid-term strategic objectives. 

In line with these objectives, the Bank prepared and 
submitted a preliminary ICLAAP report to the Bank of 
Mongolia in 2023 for its supervisory review and evaluation 
process.

Khan Bank's risk 
management strategy 

aims to effectively 
manage risks by 

identifying, evaluating, 
implementing measures, 

reporting, and controlling 
risks that may affect the 

Bank's strategies and 
objectives within the risk 
appetite framework. The 
following objectives are 

implemented.
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Risk appetite

Risk management governance

The Bank’s principles, risk appetite statement, risk 
appetite statement requirements, and stakeholder 
responsibilities are defined in the risk appetite 
framework, supported by relevant documentation and 
approved by the BoD. 

Risk appetite refers to the type and level of risk that 
the Bank can withstand to protect the interests of 

Khan Bank’s risk governance ensures efficient risk 
management, reporting, and monitoring. Khan Bank 
regularly updates and improves its risk governance 
in accordance with its business scope, strategy, and 
structural changes. The Board of Directors is responsible 
for providing general guidelines to ensure adherence to 

its customers, shareholders, and employees while 
achieving its business goals and plans.  

The risk appetite statement is approved by the BoD and 
implemented by executive management. Internal risk 
limits are determined for the main risk types, controlled 
and reported to the Risk Management Committee and 
the Board of Directors to effectively implement and 
monitor the Bank’s risk appetite.

the Bank’s risk management system, risk governance, 
and risk culture. The Board Risk Committee assists 
the Board in fulfilling its responsibility for overseeing 
the Bank’s risk exposure, establishing and monitoring 
the implementation of risk management and control 
mechanisms appropriate for the general risk level. 

Risk 
Management 

Committee

Branch Risk 
Committee

Branch Risk 
Committee

Asset and Liability 
Management 

Committee

Credit Risk 
Committee

Compliance 
CommitteeChief Risk Officer

Internal 
Audit

Sub- 
committees

Corporate Credit 
Risk Department

Credit Policy 
and Regulations 

Department

Retail Credit Risk 
Department

Special Assets 
Department

Market Risk 
Department

Operational Risk 
Department

Cyber Security 
Department

Board Risk 
Committee

Board Audit 
Committee

Board of 
Directors

Chief Executive 
Officer
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Three lines of defense

Khan Bank implements risk management by appropriately distributing risk management responsibilities according to a 
"three lines of defense" model.

Own and continuously manage 
potential risks in their respective 

businesses and operations

Provide oversight of risk management 
across the 1st line of defense; review 

and challenge risk management 
processes

Conduct an independent review 
and provide assurance on the 

risk management framework, risk 
governance, and the Bank’s internal 

controls

BUSINESS LINES AND SUPPORT 
FUNCTIONS

THE 1st LINE OF DEFENSE THE 2nd LINE OF DEFENSE THE 3rd LINE OF DEFENSE

RISK FUNCTION AND FUNCTIONS THAT 
SUPPORT RISK MANAGEMENT INTERNAL AUDIT 

CREDIT RISK 
MANAGEMENT

In addition to the regular execution of global and 
domestic economic environment assessments, Khan 
Bank has been implementing measures such as 
determining potential risks through stress testing, 
evaluating the impact rate on financial stability and 
loan portfolio quality, and implementing early detection, 
prevention, and risk mitigation. 

The pandemic’s impact on the economy has been 
eliminated, but it has been a challenging year with strong 
external influences on fuel and energy dependency 
risk resulting from geopolitical-related risks such as 
war between Russia and Ukraine and sanctions. As a 
result of successful action taken to eliminate adverse 
impacts that could influence loan portfolio quality, the 
loan portfolio quality indicator was at the same level as 
the previous year. Collaboration with the Government 
of Mongolia relevant to program implementation to 
promote food and agriculture and other projects and 
programs has demonstrated our special contribution to 
supporting business owners and entities and recovery in 
the economy and business environment.   

In accordance with IFRS 9, the Bank allocated 85.6 
billion MNT for loan loss provisions in 2023. This 
provision level adequately covered non-performing 
loans, with a loan loss provision (LLP) adequacy ratio 
of 127.9 percent.

Credit risk prevention: 

•	 We conducted regular assessments and stress tests to 
anticipate unforeseen macroeconomic changes and 
other adverse factors, pre-determining potential risk 
levels to establish a mandatory action plan.

•	 We have effectively managed both large entity 
and SME loan portfolios by implementing early 
detection of credit risks and conducting repeated 
credit monitoring on a regular basis. Additionally, 
we consistently revise relevant policy documents and 
procedures, enhancing their frameworks.

•	 Utilizing behavioral scoring for retail loan decision-
making and loan portfolio quality management 
processes, we have prioritized actions for online loan 
monitoring and established automated processes to 
preempt potential risks.

Non-performing loan reduction: 

•	 Within the scope of the Bank’s five-year strategy to 
diminish non-performing assets, specific goals and 
objectives were established to systematically reduce 
non-performing loans. Planned measures were 
effectively executed during the reporting period, 
resulting in a significant number of non-performing 
loans being transferred into collections.

•	 The stability of credit portfolio quality indicators 
was achieved through various measures, including 
process enhancements for credit and non-performing 
asset collection, as well as the successful reduction of 
non-performing loans.
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MARKET RISK 
MANAGEMENT

In 2023, although Mongolia's macroeconomic 
environment stabilized after post-pandemic risks 
receded, consumer spending recovered, and the 
mining sector was activated, the country faced external 
shocks, including geopolitical risks and banks going 
bankrupt in the U.S. and Europe.  However, within 
the framework of market risk management, the Bank 
managed the potential risk of loss from fluctuations in 
the value and future cashflows of financial instruments 
owned by the Bank due to changes in market variables, 
such as interest rates, foreign currency exchange rates, 
and price changes, within the Bank’s accepted risk 
appetite level.

The Bank maintains open position limits for single and 
total foreign currencies set by the Bank of Mongolia. It 
uses the value at risk (VaR) approach when measuring 
and managing day-to-day risks to align potential 
losses from foreign exchange rate fluctuations with their 
respective risk-bearing capacities. Our VaR software, 
used to evaluate currency-related risks, estimates the risk 
of an open foreign currency position with a 99 percent 
confidence interval using variance-covariance and 
historical simulation methods. Regular development 
is done to ensure the accuracy of the information 
management system and risk evaluation in accordance 
with quantitative and qualitative criteria. 

Risk assessments performed through specific models 
and software are used to determine market risk levels in 
the risk appetite statement approved by the Board and 
determine internal operations limits. 

Interest rate changes in the market have a direct 
short-term impact on the Bank’s net profit and a 
long-term impact on the economic value of equity. 
To limit the negative impacts of interest rate risk, the 
Bank measures potential risk exposures using the 
methodology developed by the Basel Committee on 
Banking Supervision and the interest rate standard or 
global shock scenarios defined therein. These include: 

•	 Managing risks in the Bank’s investment instruments 
held for trading purposes due to market interest rate 
changes, constraints such as their allowed position 
limits, and stop-loss limits being optimally used 
through a liquidity-adjusted VaR method; and 

•	 Interest rate risks in the banking book are measured 
and managed using the earning and economic 
value perspectives.

The Bank performs quarterly stress testing on its 
financial and non-financial risks to assess its risk-bearing 
capacity, to determine if the Bank has adequate capital 
and solvency to endure a loss due to major changes, 
to create a capital reserve for overcoming a crisis, and 
to improve the action plan’s effectiveness in emergency 
situations. We are dedicated to continuously developing 
and implementing models and methodologies to 
measure market risk, set limits, and implement risk 
reduction measures in line with international best 
practices and standards.
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LIQUIDITY RISK 
MANAGEMENT

Khan Bank meets the criteria set by the Bank of 
Mongolia and international financial institutions in its 
liquidity risk management activities and adheres to 
an integrated risk management system. Under this 
system, the risk is borne by the Assets and Liabilities 
Committee (ALCO), which approves the acceptable 
risk statements, strategies, and policy documents for the 
year, and the relevant departments work together on a 
day-to-day basis. To improve liquidity risk management 
and increase efficiency, the trading limits of money 
market instruments are updated every six months. It 
also develops contingency plans and reports stress tests 
and sensitivity tests at regular intervals. In addition, the 
ALCO meets weekly for monitoring.

To be prepared for potential liquidity risks, liquidity ratios 
are identified, reserves are established, and measures 
are adopted on a case-by-case basis. In addition, a 
comprehensive, timely, and accurate risk measurement 
system is established and regularly reported. In terms 
of risk control, one of the prudential ratios required by 
the Bank of Mongolia is the quick ratio (QR), and the 
key liquidity ratios of the Basel III standard required 
by international clients are the liquidity coverage ratio 
(LCR) and net stable funding ratio (NSFR). The QR, LCR, 
and NSFR are maintained at an appropriate level.

The Bank identifies and regularly monitors liquidity 
risk early warning indicators to determine any 
negative liquidity trends and reduce increasing risks 
and sensitivities. These indicators enable the timely 
recognition of potential crises or stress events, allowing 
banks to respond promptly and effectively.
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OPERATIONAL RISK 
MANAGEMENT 

Khan Bank's operational risk management is 
implemented within the Non-Financial Risk Management 
Policy and related procedures, methodologies, and 
operational risk statements.

To effectively identify, evaluate, and implement relevant 
measures and report and monitor operational risk, the 
Bank uses automated risk dashboards, risk and control 
self-assessment (RCSA), a loss database, key risk 
indicators (KRI), and issue management methodologies. 

The risk control self-assessment approach is designed to 
identify, evaluate, and assess risks and controls within the 
scoring of the Bank’s processes, new products, services, 
and projects, further assessing the effectiveness of those 
controls and defining the Bank’s risk management 
strategies. To transfer risk, the Bank purchased an 
international full-coverage insurance policy. 

The Bank uses a governance, risk, and compliance 
(GRC) system as part of its operational risk 
management. Within this system, the Bank registers risk 
and monitoring, evaluates risks, creates action plans, 
and manages the loss database. 

The Bank practices the appropriate governance for 
operational risk data and reporting. Operational risk 
reports, related research, and analysis are reported to 
the Chief Risk Officer, Risk Management Committee, 
and the Board of Directors. 

In 2023, Khan Bank paid special attention to the 
following risk areas and approved new policies and 
procedures, ensuring their implementation:

•	 To effectively implement the processes of prevention, 
control financial crime and fraud risk, and manage 
fraud reporting, detection, and action implementation, 
the Financial Crime and Fraud Management Policy 
was approved by the Board of Directors and it is 
being implemented. 

•	 To effectively manage and control the risks of the 
models used by the Bank, provide independent 
validation, and correctly define and implement the 
model risk management framework, principles, 
components, and responsibilities, the Model Risk 
Management Procedure was approved by the Risk 
Management Committee and is currently being 
implemented.

•	 To identify and evaluate risks arising from third parties, 
take relevant measures, and effectively implement 
controls, the Third Party Risk Management Policy was 
approved and is being implemented.

The Bank implemented the Risk Culture Program in 2023 
with the motto "Every Employee is a Risk Manager" to 
continuously increase the risk awareness and knowledge 
of all employees, ensure that every employee fully 
understands their risk management responsibility, and 
strengthen the Bank’s risk culture. This program consists 
of core parts of Risk Management Training, the “Pencil 
Story" series, and Let's Talk Risk. This program covers all 
operational risk management concepts and information 
for management and employees.

Internal control framework

To reduce risk affecting the Bank's business goals and 
strengthen its internal control framework, the Board 
of Directors approved the Internal Control Policy and 
is working to ensure its implementation. In 2023, an 
assessment of the Bank's internal control framework was 
completed. We are also conducting a risk control matrix 
assessment (RCM) for high-risk business processes and 
developing improvement action plans based on the 
assessment.



78

INFORMATION SECURITY 
RISK MANAGEMENT

Khan Bank implements international best practices and 
initiatives to ensure personal and banking information 
security and focuses on reflecting such practices and 
initiatives in its human resources and technology 
operations. As part of this process, Khan Bank develops 
and enforces information security policies, procedures, 
and standards in its operations. 

We successfully underwent an independent audit and 
obtained certification in alignment with the revised ISO 
27001:2022 Information Security Management System 
standard. The Bank Mongolia’s first organization to 
achieve compliance with the updated version.

Khan Bank adheres to ISO 27005 when implementing 
information security risk management. In 2023, during 
an update of information security risk management 
policies and procedures, the Bank introduced a privacy 
data impact assessment process aligned with the 
ISO 27701:2019 Personal Information Management 
System standard. The Bank’s Information Security 
Risk Sub-committee regularly manages and discusses 
information security risks that may result in potential 
damage in the event of the loss of confidentiality, 
integrity, and the availability of information assets 
by using the vulnerability of the information asset to 
effectively manage information security risks.

The Bank provides employees with regular internal 
information security training to manage and minimize 
risk related to human-caused information leakage. 
Furthermore, Khan Bank initiates and executes 
campaigns to enhance customer awareness and 
knowledge of securing and protecting sensitive 
personal information and how to securely use banking 
cards and digital products and services. The Bank has 
successfully co-organized awareness campaigns with 
the Mongolian Banking Association, National Police 
Agency, and other commercial banks, educating the 
public on information security protection.

PCI DSS payment card security standards

Khan Bank became the first bank in the region to 
implement and comply with the latest version of 
Payment Card Industry Data Security Standard (PCI 
DSS) 3.2.1. This comprehensive standard, consisting 
of over 300 sub-requirements across 12 requirements, 
undergoes annual audits by international auditing 
organizations. We have been successfully implementing 
and fully complying with the requirements for PCI DSS 
v3.2.1 and were re-certified on December 29, 2023. By 
receiving this certificate, Khan Bank is authorized by 
Visa Inc. to use its logo as an official service provider.

Protecting personal information security

Khan Bank achieved the distinction of being the first 
certified bank globally in Mongolia’s private banking 
and finance industry to implement and enforce the ISO 
27701:2019 Personal Information Management System 
standard following a successful independent audit. The 
Bank undergoes the necessary actions and monitoring 
in its daily operations to enforce the regulation.

Information security technology control and 
operations 

The Information Security Control Center monitors 
information security systems 24/7 and protects against 
and responds to cyber-attacks in real time, taking 
precautionary measures to prevent such attacks. 
The Bank monitors employee access to banking 
systems through international security approaches, 
processes, and systems, providing regular control. The 
Bank identifies and stops targeted cyber-attacks and 
espionage using machine learning recognized by the 
international Open Web Application Security Project 
(OWASP), Common Vulnerabilities and Exposures 
(CVE), and Advanced Persistent Threat (APT). Security 
measures and solutions for the banking system, network, 
servers, and end devices were introduced. Regular 
monitoring and penetration testing (Black, White, Gray) 
are conducted with leading global companies.
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INFORMATION TECHNOLOGY 
RISK MANAGEMENT

Khan Bank established the Information Technology Risk 
Sub-committee to efficiently manage its information 
technology-related risks and define and mitigate 
potential risks that may impact the Bank’s systems and 
information technology operations. A risk assessment 
was conducted in 2023 for new emerging technologies. 
We also developed a risk assessment methodology for 
information technology projects and programs.  

Operational problems and incidents are regularly 
analyzed to ensure service availability and business 
continuity. Risks identified are tracked and managed on 
an information technology risk dashboard for relevant 
countermeasures. Improvements have been introduced 
to define the risk levels of information technology 
changes. 

The Bank’s information technology governance, 
service improvement, and delivery processes adhere 
to internationally acclaimed frameworks such as COBIT 
and ITIL. A third party conducts information technology 
audits on a regular basis, and the average level of 
process maturity increased in 2023.
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LEGAL AND 
COMPLIANCE

The Legal Department is responsible for providing legal 
support to the Bank by ensuring its daily operations 
comply with applicable laws and regulations, updating 
its internal policies and regulations, managing legal risk, 
and providing employees with relevant legal advice 
and information.  

In 2023, we updated our internal policies and procedures 
per regulatory requirements and the newly established 
Law on Permits, the Law on Social Insurance, and 
amendments to the Banking Law, Corporate Income 
Tax Law, and Personal Income Tax Law. 

Khan Bank established a robust anti-money laundering, 
counter-terrorism financing, and compliance risk 
management system in line with Mongolian laws, 
international best practices, and requirements set by 
the regulatory authorities, investors, and correspondent 
banks. It consistently enhances its internal resources, 
policies, procedures, and technologies.

The Bank's Board of Directors and executive 
management closely monitor the implementation of 
anti-money laundering and financial crime regulations 
and the approval of relevant policies and procedures, 
including the Anti-money Laundering and Financial 
Crimes Policy and the Compliance Program. 

The Bank foresaw the importance of technology in its 
compliance activities under the overarching initiative 
for digital transformation. In 2023, it successfully 
implemented several projects to improve compliance 
control and provide continuous and reliable services 
to meet the growing expectations of customers. An 

To improve the banking sector’s legal framework and the 
digitalization of government services, we were regularly 
involved in working groups to provide legal support and 
expertise on amendments to the Civil Code, the Law 
on Health Insurance, and other legislation to eliminate 
overlapping, legal loopholes, and conflicting legislation. 

We provided legal support for the implementation 
of projects and programs such as Green Loans and 
the government’s 10 trillion MNT plan to recover the 
economy and protect public health, approved by 
Cabinet Decree Number 42 (2021).

external diagnostic review was conducted by PwC 
Mongolia LLP, an internationally recognized audit firm, 
on the effectiveness of the Bank's anti-money laundering 
and terrorist financing activities.

Despite ongoing uncertainty in the areas of sanctions 
regimes, the potential risks to the Bank were assessed, 
and sanctions monitoring system checks were carried 
out frequently for fine-tuning. As a result, the overall 
quality of alerts was improved, and preventative actions 
were taken in a timely manner.

To develop a robust compliance culture at the Bank, 
training and awareness raising to prevent money 
laundering and other financial crimes were delivered 
to all employees throughout the year. Compliance 
staff received professional designations such as CAMS, 
CGSS, and ICA certificates, which are well-recognized 
by industry experts and are beneficial to overall 
institutional capacity building.

Legal

Compliance
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INTERNAL 
AUDIT

The Bank has developed and is working through a mid-
term internal audit strategy focused on becoming a 
reliable consultant and a technology-based and flexible 
internal audit service provider that meets international 
standards. 

We follow the International Institute of Internal Auditors 
(IIA) International Professional Practices Framework 
(IPPF) standards and code of ethics.

In the 3rd quarter of 2023, the Bank became the 
second institution in Mongolia to receive an evaluation 
of "Generally Conforms" from an external quality 
assessment conducted by a leading international audit 
organization.

Organizational structure of internal audits

Per sound governance principles, the internal audit is 
structured independently from the executive team and 
reports directly to the Audit Committee under the Board 
of Directors. 

In addition to approving internal audit rules, strategic 
objectives, risk-based audit plans, and resource budgets, 
the Audit Committee oversees the implementation 
and operation of the audit plan and ensures the 
independence of the internal audit.

Goal and scope of internal audits 

Goal:

•	 It provides reasonable assurance to the Bank 
and support to the Board of Directors on the 
appropriateness of good governance, risk 
management, and internal control to achieve its 
strategic goals.

Scope:

•	 The committee evaluates the Bank’s decision-making, 
policy definition, business and support processes, 
compliance, and reporting activities.

Internal audits protect 
and enhance the Bank’s 

value based on the 
principles of objectivity 

to assess its governance, 
risk management, and 

monitoring systems. 
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COMPANY 
INFORMATION
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Independent Auditor’s Report

General information

Abbreviations

Financial Statements

Statement of Financial Position

Statement of Profit or Loss and Other Comprehensive Income

Statement of Changes in Equity

Statement of Cash Flows

Notes to the Financial Statements

1.	 Introduction

2.	 Operating environment of the Bank

3.	 Basis of preparation

4.	 Critical Accounting Estimates, and Judgements in 
Applying Accounting Policies

5.	 Adoption of New or Revised Standards and 
Interpretations

6.	 New Accounting Pronouncements

7.	 Cash and cash equivalents

8.	 Mandatory reserves with the Bank of Mongolia
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Independent Auditor’s Report
To the Shareholders of Khan Bank JSC

OUR OPINION

In our opinion, the financial statements present fairly, in all material respects, the financial position of Khan Bank JSC (the "Bank") as at 
31 December 2023, and the Bank's financial performance and its cash flows for the year then ended in accordance with IFRS Accounting 
Standards.

What we have audited

The Bank's financial statements comprise:

•	 the statement of financial position as at 31 December 2023;

•	 the statement of profit or loss and other comprehensive income for the year then ended;

•	 the statement of changes in equity for the year then ended;

•	 the statement of cash flows for the year then ended; and

•	 the notes to the financial statements, comprising material accounting policy information and other explanatory information.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards are 
further described in the Auditor's responsibilities for the audit of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the Bank in accordance with the International Code of Ethics for Professional Accountants (including International 
Independence Standards) issued by the International Ethics Standards Board for Accountants (IESBA Code). We have fulfilled our other 
ethical responsibilities in accordance with the IESBA Code.

OUR AUDIT APPROACH

Overview

PricewaterhouseCoopers Audit LLC, Central Tower Office Building, Suite 601, Floor 6, Sukhbaatar's Square, SBD-8, Ulaanbaatar 14200, Mongolia
T: +976 70009089

Materiality Overall Bank materiality: Mongolian Tugriks ("MNT") 36,000,000 thousands, which represents 
approximately 5% of profit before tax.

Key audit matters Estimations of expected credit losses allowance for loans and advances to customers
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As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements. In 
particular, we considered where management made subjective judgements; for example, in respect of significant accounting estimates 
that involved making assumptions and considering future events that are inherently uncertain. As in all of our audits, we also addressed 
the risk of management override of internal controls including, among other matters, consideration of whether there was evidence of 
bias that represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the financial statements as a 
whole, taking into account the structure of the Bank, the accounting processes and controls, and the industry in which the Bank operates.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable assurance whether 
the financial statements are free from material misstatement. Misstatements may arise due to fraud or error. They are considered 
material if individually or in aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of the financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the overall Bank materiality 
for the financial statements as a whole as set out in the table below. These, together with qualitative considerations, helped us to 
determine the scope of our audit and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, 
if any, both individually and in aggregate on the financial statements as a whole.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial statements 
of the current period. These matters were addressed in the context of our audit of the financial statements as a whole, and in forming 
our opinion thereon, and we do not provide a separate opinion on these matters.

Overall Bank materiality MNT 36,000,000 thousands

How we determined it Approximately 5% of profit before tax for the year ended 31 December 2023

Rationale for the materiality 
benchmark applied

We chose profit before tax as the benchmark because, in our view, it is the benchmark against 
which the performance of the Bank is most commonly measured by users and is a generally ac-
cepted benchmark. We set the materiality level at 5% of profit   before   tax   which   is   consistent   
with   quantitative materiality thresholds used for profit-oriented entities in this sector.
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Key audit matter How our audit addressed the key audit matter

Assessment of expected credit loss (ECL) allowance for loans and 
advances to customers

We considered ECL allowance for loans and advances to custom-
ers as a key audit matter due to the significance of the balance of 
loans and advances to customers and complexity of International 
Financial Reporting Standard 9 "Financial instruments" (IFRS 9), 
which requires significant judgement to determine the ECL allow-
ance.

The Bank performed ECL assessment:

•	 on an individual basis for the following types of loans:
(i)   Loans with gross value of above MNT 2,000,000 thousands 

and with more than 30 days past due or restructured;

(ii)  Loans with gross value of above MNT 1,000,000 thousands 
and included in "Watchlist" as per the Bank's internal grading, 
and

•	 on a portfolio basis for all other loans: where the same credit risk 
parameters (e.g.   probability  of default,   loss  given default) 
were applied during the process of   ECL   calculations   for   the   
same homogeneous  segments  of the  loan portfolio.

Key areas of judgement included:

•	 Classification of loans and advances to customers into stages in 
accordance with IFRS 9;

•	 Key estimates and modelling assumptions used to estimate 
key risk parameter - probability of default, loss given default,   
exposure at default, forward looking macroeconomic scenarios      
and their probability weighting.

Note 4 "Critical Accounting Estimates and Judgements in     
Applying Accounting Policies", Note 13 "Loans and Advances to 
Customers" and Note 37 "Financial Risk Management" to the 
financial statements provide detailed information on the credit loss 
allowance.

In assessing the ECL allowance we have performed, among oth-
ers, the following audit procedures:

With regards to the whole portfolio:

•	 With the involvement of the auditor's financial risk modelling 
expert team, we assessed the methodology and models for 
ECL allowance assessment developed by the Bank in order 
to  evaluate  its  compliance  with   IFRS  9 requirements. 
We focused our procedures on: default definition, factors for 
determining a    significant    increase    in    credit    risk, 
classification of the loans and advances to customers to stages, 
and estimation of key risk   parameters   including   probability   
of default, loss given default and exposure at default.

•	 We evaluated and tested the design and operational 
effectiveness of the controls on the processes that identify 
overdue loans on a sample basis.

•	 We tested allocation of loans to stages and segmentation of 
loans on a sample basis.

•	 On an overall basis we checked the Bank's assessment  of 
effect  of forward   looking information on the ECL level, in 
particular, we assessed      forecasted       macroeconomic 
variables   and    associated   weighting    in multiple economic 
scenarios (such as GDP, policy rate, unemployment rate, and 
changes in exchange rates), traced input data to the external        
sources        and        checked appropriateness of the model 
used;

•	 We performed analytical procedures over ECL calculation 
disaggregated by stages, segmentation, and industries that 
borrowers operate in.

For the loan portfolio individually assessed for ECL:

•	 For  those   collateralised   loans   assessed individually, on a 
sample basis, we assessed valuation of collaterals taken into 
account in the calculation of ECL.

•	 For those uncollateralised loans assessed individually, on 
a sample basis we assessed reasonableness  of the Bank's   
estimated recoveries from future cash flows from various 
scenarios and key assumptions. We assessed the  relevance 
of the scenarios used and their probability, and reperformed 
calculation of the present value of the cash flows. We 
considered trends in the economy and industries in which the 
Bank's borrowers operate.
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For the loan portfolio collectively assessed for ECL:

•	 We   verified   accuracy  of data,   including historical    data    
(probability    of    default, recovery rate, restructured loans, 
exposure at default and staging) used in the ECL calculation, 
on a sample basis. We tested the data by reconciling to source 
data, eg. loan agreements, collateral agreements and loan 
account statements.

•	 On a sample basis, we tested mathematical accuracy of of ECL 
calculation.

We also assessed the adequacy and appropriateness of the 
disclosures in the Bank's financial statements.

OTHER INFORMATION

Management is responsible for the other information. The other information comprises the Annual Report for the year ended 31 December 
2023 (but does not include the financial statements and our auditor's report thereon), which is expected to be made available to us after 
the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we will not express any form of assurance conclusion 
thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified above when it 
becomes available and, in doing so, consider whether the other information is materially inconsistent with the financial statements or 
our knowledge obtained in the audit, or otherwise appears to be materially misstated.

When we read the Annual Report for the year ended 31 December 2023, if we conclude that there is a material misstatement therein, 
we are required to communicate the matter to those charged with governance.

RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH GOVERNANCE FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS Accounting 
Standards, and for such internal control as management determines is necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank's ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management either 
intends to liquidate the Bank or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank's financial reporting process.

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement 
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.
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Approved by:

Aigul Akhmetova
Partner
PricewaterhouseCoopers Audit LLC

7 March, 2024
Ulaanbaatar, Mongolia

Signed by:

Bayarmaa Davaa
Executive Director
PricewaterhouseCoopers Audit LLC

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism throughout the 
audit. We also:

•	 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform 
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our 
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

•	 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank's internal control.

•	 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures 
made by management.

•	 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit evidence 
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Bank's ability to 
continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's report 
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are 
based on the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may cause the Bank 
to cease to continue as a going concern.

•	 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial 
statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and 
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding 
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our 
independence, and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were of most significance in the 
audit of the financial statements of the current period and are therefore the key audit matters. We describe these matters in our auditor's 
report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that 
a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to 
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor's report is Aigul Akhmetova.
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Abbreviations
The following styles of abbreviations are used in these Financial Statements:

AC		  Amortised Cost

BoM		  Bank of Mongolia

ECL		  Expected Credit Losses

EIR		  Effective Interest Rate

EAD		  Exposure at Default

FVOCI		  Fair Value through Other Comprehensive Income

FVTPL		  Fair Value through Profit or Loss

FV		  Fair Value

IFRS		  International Financial Reporting Standards

IBOR		  Interbank Offered Rate

LGD		  Loss Given Default 

LTECL		  Lifetime Expected Credit Loss 

MIK		  Mongolian Mortgage Corporation

MNT		  Mongolian Tugriks

OCI		  Other Comprehensive Income 

PD		  Probability of Default

POCI		  Purchased or Originated Credit Impaired

RFR		  Risk Free Rate

RMBS		  Residential Mortgage-Backed Securities 

ROU		  Right-of-Use

ROA		  Return on Assets 

ROE 		  Return on Equity 

SICR		  Significant Increase in Credit Risk 

SPPI		  Solely Payments of Principal and Interest 

12mECL		  12 Months Expected Credit Loss

MDB		  Multilateral Development Bank

CCSwaps		 Cross Currency Swaps
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Statement of Financial Position
In thousands of MNT Notes 31 December 2023 31 December 2022

ASSETS

Cash and cash equivalents 7 4,957,727,074 4,373,412,201

Mandatory reserves with the Bank of Mongolia 8 1,090,955,256 969,104,827

Due from other banks 9 13,728,242 -

Investments in debt securities 10 1,602,635,724 1,474,096,564

Investments in equity securities 10 4,970,548 4,267,181

Derivative financial instruments 12 47,260,829 128,660,248

Loans and advances to customers 13 9,016,974,855 7,411,064,009

Investments in associates 11 283,589 283,589

Other assets 14 107,703,252 76,361,443

Intangible assets 16 43,529,294 46,286,024

Right-of-use assets 17 12,115,097 10,202,947

Properties and equipment 15 452,369,173 455,493,746

Non-current assets classified as held for sale 18 389,140 3,480,567

TOTAL ASSETS 17,350,642,073 14,952,713,346

LIABILITIES

Due to other banks 19 228,123,208 191,080,282

Repurchase agreements 20 60,182,082 367,267,329

Customer accounts 21 12,378,271,995 10,930,788,356

Derivative financial instruments 12 5,698,552 4,896,897

Debt securities in issue 22 223,998,582 -

Other borrowed funds 23 2,121,721,870 1,776,932,717

Current income tax liabilities 32 27,366,766 3,957,990

Deferred income tax liabilities 32 8,855,501 4,709,251

Lease liabilities 17 13,036,341 11,231,249

Other liabilities 24 191,651,815 146,483,209

TOTAL LIABILITIES 15,258,906,712 13,437,347,280

EQUITY

Ordinary shares 25 191,219,800 172,097,820

Share premium 25 164,257,808 -

Retained earnings 1,649,038,593 1,268,756,786

Other reserves 25 87,219,160 74,511,460

TOTAL EQUITY 2,091,735,361 1,515,366,066

TOTAL LIABILITIES AND EQUITY 17,350,642,073 14,952,713,346

Approved for issue and signed on behalf of the Bank’s management on the 07th of March 2024.

The notes set out on pages 98 to 171 form and integral part of these financial statements.

DARIBUM T.

Chairwoman, Board 
of Directors

BAASANTSEE N.

Head, Financial Management 
Department 

ULZII-AYUSH SH.	

Vice President, Finance and 
Administration

MUNKHTUYA R.

Chief Executive 
Officer 
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Statement of Profit or Loss and Other Comprehensive income 
In thousands of MNT Notes 2023 2022

Interest income calculated using the effective interest method 26 1,864,815,193 1,327,391,147

Other similar interest income 26 43,414,439 39,974,535

Interest expense 27 (804,766,104) (475,870,927)

Other similar interest expense 27 (16,042,582) (5,213,387)

Net margin on interest and similar income 1,087,420,946 886,281,368

Credit loss allowance 30 (92,761,247) (143,514,238)

Net margin on interest and similar income after credit loss allowance 994,659,699 742,767,130

Fee and commission income 28 281,634,353 263,466,643

Fee and commission expense 28 (59,690,761) (47,787,841)

Gains from modification of borrowed fund at AC - 2,275,457

Net (losses)/gains from financial derivatives 29 (12,604,013) 15,878,389

Gains less losses from trading in foreign currencies 30,272,682 32,799,045

Foreign exchange translation gains less losses 1,429,362 6,574,939

Net gains/(losses) from debt securities at FVOCI 1,746,029 (900,167)

Gains less losses from debt securities at AC 1,133,461 -

Gains less losses from debt securities at FVTPL 1,010,247 -

Net gains/(losses) from modification of financial assets at AC 5,426,968 (7,225,649)

Losses from financial assets at FVTPL - (9,019,495)

Other operating income 3,063,375 4,317,634

Operating expenses 31 (502,737,833) (412,043,205)

Other losses, net (2,585,247) (269,656)

Profit before tax 742,758,322 590,833,224

Income tax expense 32 (183,975,449) (142,061,025)

Profit for the period 558,782,873 448,772,199

Other comprehensive loss:

Items that may be reclassified subsequently to profit or loss:

Investments in debt securities at FVOCI:

Net gains/(losses) on revaluation 10,956,422 (14,032,658)

Net (losses)/gains reclassified to profit or loss upon disposal (1,746,029) 900,167

Cash flow hedge reserve 10,253,377 (11,666,472)

Income tax recorded directly in OCI (4,865,942) 6,199,740

Items that will not be reclassified to profit or loss:

Gains less losses on investments in equity securities at FVOCI 415,356 1,109,972

Income tax recorded directly in OCI (103,839) (277,492)

Other comprehensive income/(loss) for the year 14,909,345 (17,766,743)

Total comprehensive income for the year 573,692,218 431,005,456

Earnings per share for profit attributable to the owners of the Bank, basic and 
diluted (expressed in MNT per share) 33 307 261

The notes set out on pages 98 to 171 form and integral part of these financial statements.
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Statement of Changes in Equity

In thousands of MNT
Ordinary 

shares
Share 

premium 

Revaluation reserve 
on investments at 

FVOCI
Cash flow hedge 

reserve

Revaluation 
reserve for 

premises
Retained 
earnings Total equity

At 1 January 2022 172,097,820   – 5,564,266   (1,670,161) 90,384,720 1,018,133,731  1,284,510,376 

Profit for the year – – – – – 448,772,199 448,772,199

Other comprehensive loss – – (9,016,889) (8,749,854) – – (17,766,743)

Total comprehensive income – – (9,016,889) (8,749,854) – 448,772,199 431,005,456

Dividends (Note 25) – – – – – (200,149,766) (200,149,766)

Realised revaluation reserve – – – – (2,000,622) 2,000,622 –

At 31 December 2022 172,097,820   – (3,452,623)   (10,420,015) 88,384,098 1,268,756,786  1,515,366,066 

At 1 January 2023 172,097,820 – (3,452,623) (10,420,015) 88,384,098 1,268,756,786 1,515,366,066

Profit for the year – – – – – 558,782,873 558,782,873

Other comprehensive income – – 7,219,312 7,690,033 – – 14,909,345

Total comprehensive income – – 7,219,312 7,690,033 – 558,782,873 573,692,218

Changes in equity (Note 25) 19,121,980 164,257,808 – – – – 183,379,788

Dividends (Note 25) – – – – – (180,702,711) (180,702,711)

Realised revaluation reserve – – – – (2,201,645) 2,201,645 –

At 31 December 2023 191,219,800 164,257,808 3,766,689 (2,729,982) 86,182,453 1,649,038,593 2,091,735,361

The notes set out on pages 98 to 171 form and integral part of these financial statements.
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Statement of Cash Flows          
In thousands of MNT Notes 2023 2022

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax 742,758,322 590,833,224

Adjustments to reconcile profit before tax to net cash flow:

Changes in fair value of financial derivatives 12,604,013 (15,878,389)

Expected credit loss (ECL) expense 30 92,761,247 143,514,238

Net charge /(reversal) impairment for repossessed collaterals 4,228,559 (78,812)

Depreciation of property and equipment 31,15 55,676,503 54,489,263

Amortisation of intangible assets 31,16 18,292,815 20,643,564

Depreciation of rights of use assets 31,17 8,438,579 7,623,736

Property and equipment written-off 15 988,660 749,553

Intangible asset written-off 16 - 4,349,666

Net (gains)/losses from disposal of property and equipment (514,314) 71,960

Net (gains)/losses disposal of financial assets at FVOCI (1,746,029) 900,167

Gains less losses from disposal of debt securities at AC (1,133,461) -

Gains less losses from debt securities at FVTPL (1,010,247) -

Net (gains)/losses from modification of financial assets at AC (5,426,968) 7,225,649

Losses from financial assets at FVTPL - 9,019,495
Gains from modification of borrowed fund at AC - (2,275,457)
Gains less losses foreign exchange translation (1,429,362) (6,574,939)

Interest and similar income (1,908,229,632) (1,367,365,682)

Interest and similar expense 820,808,686 481,084,314

Cash flow used in operating activities before changes in operating assets and liabilities (162,932,629) (71,668,450)

Net (increase)/decrease in:

  - mandatory reserves with the BoM (120,508,368) (161,373,304)

  - loans and advances to customers (1,994,603,698) (1,398,527,921)

  - due from other banks (13,300,000) -

  - other assets (37,972,735) (4,430,702)

  - debt securities at FVTPL 204,952,000 121,988,100

Net increase in:

  - due to other banks 36,721,366 155,142,345

  - customer accounts 1,378,733,751 757,138,330

  - other liabilities 38,840,691 45,389,272

Net cash used in operating activities before tax and interest (670,069,622) (556,342,330)

Interest received 1,884,182,577 1,383,136,022

Interest paid (630,826,313) (482,696,702)

Income tax paid 32.3 (161,390,205) (134,218,981)

Net cash flows generated from operating activities 421,896,437 209,878,009

The notes set out on pages 98 to 171 form and integral part of these financial statements.
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Statement of Cash Flows
In thousands of MNT Notes 2023 2022

Cash flows from investing activities

Acquisition of equity securities (288,011) -

Proceeds from disposal of associate - 18,299

Acquisition of debt securities at FVOCI (76,036,641) (56,035,308)

Proceeds from disposal of debt securities at FVOCI 146,547,043 92,355,896

Acquisition of debt securities at AC (745,055,624) (467,570,524)

Proceeds from redemption of debt securities at AC 682,276,387 281,893,933

Proceeds from disposal of property and equipment 712,739 1,717,306

Acquisition of property and equipment 15 (53,739,014) (56,926,734)

Acquisition of intangible assets 16 (15,536,085) (16,514,451)

Net cash flows used in investing activities (61,119,206) (221,061,583)

Cash flows from financing activities

Proceeds from repo agreements 20 958,913,403 3,801,304,742

Repayment of repo agreements 20 (1,271,488,927) (4,071,420,232)

Proceeds from drawdown of other borrowed funds 23 957,358,478 959,412,011

Repayment of other borrowed funds 23 (616,157,388) (560,785,101)

Proceed from debt securities issued 226,762,400 -

Repayment of principal portion of lease liabilities 17 (8,410,670) (7,633,424)

Issue of ordinary shares and share premium 183,379,788 -

Dividend paid 25 (180,702,711) (200,149,766)

Net cash flows used in financing activities 249,654,373 (79,271,770)

Effect of exchange rate changes on cash and cash equivalents (27,272,253) (62,181,031)

Credit loss allowance during the year on cash and cash equivalents 7     1,155,522 (931,403)

Net decrease in cash and cash equivalents    584,314,873 (153,567,778)

Cash and cash equivalents brought forward 7  4,373,412,201 4,526,979,979

Cash and cash equivalents carried forward 7 4,957,727,074 4,373,412,201

The notes set out on pages 98 to 171 form and integral part of these financial statements.
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1.  Introduction

KHAN Bank JSC (the “Bank”) is engaged in the business of providing banking and financial services pursuant to License No. 2 issued 
by the Bank of Mongolia (“BoM”) on 22 November 2006. In accordance with the effective Charter of the Bank, the Bank’s principal 
activities include:

•	 Monetary deposits,

•	 payment and settlement services;

•	 issuing bank guarantees and warranties to third parties in its own name;

•	 purchase, sale, deposit and placing of foreign currencies;

•	 purchase, sale, deposit and placing of precious metals and stones;

•	 safekeeping of valuables;

•	 conducting foreign remittance services;

•	 issuance, purchase and sale of securities;

•	 financial leasing;

•	 sale and purchase of loans and other financial instruments;

•	 insurance intermediary (sales agent) services;

•	 specific securities registration; 

•	 securities custodian;

•	 factoring services; and

•	 other financial services permitted by the applicable laws and regulations, including regulations of the BOM, and duly authorized by 
the BOM and/or the FRC.

The Bank was incorporated and is domiciled in Mongolia. The Bank is a joint stock company, listed on Mongolian Stock Exchange. Its 
registered office is at Khan Bank Tower, Chinggis Avenue 6, Stadium Orgil -1, Khan-Uul district, Ulaanbaatar - 17010, Mongolia.

The Bank has launched an initial public offering (IPO) of its 10% shares on the Mongolian Stock Exchange (MSE) between 13 and 19 
April 2023. As a result of the IPO, HS Holdings Co., Ltd has lost its control over the Bank and has become the main shareholder of the 
Bank as of 31 December 2023. Tavan Bogd Trade Co. Ltd is the other significant shareholder of the Bank as of 31 December 2023 and 
31 December 2022. Please refer to Note 25.

2.  Operating environment of the Bank

Mongolia displays many characteristics of an emerging market including relatively high inflation and interest rates. The export of raw 
materials from the mining sector is the mainstay of the economy due to its mineral resources, including coal and copper, and its low level 
of industrialization. After growing close to 6 percent on average between 2017 and 2019, the Mongolian economy contracted amid the 
adverse impact of the COVID-19 pandemic, posting 4.6% economic decline in 2020 and then has experienced slight recovery since 
2021. The GDP growth in 2023 was 6.9% (2022 was 4.8%), which was driven by increased exports of the mining sector caused by lifted 
border restrictions from China and growing non-mining sector.

On 27 July 2023, Standard & Poor’s credit rating reaffirmed Mongolia’s credit rating at “B” with a stable outlook. On 06 September 2023, 
Moody’s credit rating for Mongolia stayed at B3 stable outlook. On 15 May 2023, Fitch’s credit rating for Mongolia was last reported at 
B with stable outlook.

The Mongolian economic growth is expected to continue to recover with forecast GDP growth of 6.2% for 2024. The growth is expected 
to be driven by mining and exports expansion, post-pandemic recovery in services, and household consumption. The inflation rate 
decreased from 13.2% as at the end of the year 2022 to 7.9% as of the end of the year 2023. However, domestic demand pressures are 
expected to keep inflation elevated due to easing external supply related pressure. Also, with the Russian-Ukrainian conflict continuing 
the Bank has taken necessary measures to minimize its exposure at Russian banks and the Russian economy and regularly updates its 
sanctions list and screening system. The long-term effects of the current economic situation are difficult to predict, and management’s 
current expectations and estimates could differ from the actual results.
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The Bank of Mongolia has kept the policy rate unchanged at 13% throughout 2023. Mongolian national currency, Mongolian tugriks 
has slightly appreciated against US Dollar by 1% as of 31 December 2023 (MNT 3,410.69) compared to the exchange rate as of 31 
December 2022 (MNT 3,444.60). 

For the purpose of measurement of expected credit losses (“ECL”) the Bank uses supportable forward-looking information, including 
forecasts of macroeconomic variables. As with any economic forecast, however, the projections and likelihoods of their occurrence are 
subject to a high degree of inherent uncertainty and therefore the actual outcomes may be significantly different from those projected. 
Notes 4 and 37 provide more information of how the Bank incorporated forward-looking information in the ECL models.

3.  Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS Accounting 
Standards”) under the historical cost convention, as modified by the initial recognition of financial instruments at fair value, and by 
the revaluation of premises and equipment, financial instruments categorised at fair value through profit or loss (“FVTPL”) and at fair 
value through other comprehensive income (“FVOCI”). The principal accounting policies applied in the preparation of these financial 
statements are set out below. These policies have been consistently applied to all the periods presented, unless otherwise stated. 

These financial statements are presented in Mongolian Tugrik (MNT), which is the functional currency of the Bank and all values are 
rounded to the nearest thousands, except when otherwise indicated.

Going concern. Management prepared these financial statements on a going concern basis.

On 29 January 2021 the Parliament of Mongolia enacted Amendments to the Banking Law (the Banking law”).  The Implementation 
Law of the Banking Law (the Implementation Law) specified that all domestic systemically important banks are required to change into 
public entities by 30 June 2023 and all banks are required to reduce maximum single ownership concentration to 20%, by 31 December 
2023.

Even though the Bank has successfully launched its initial public offering (IPO) on the Mongolian Stock Exchange, fulfilling the second 
requirement within the specified timeframe has proven to be challenging not only for the Bank, but also for all other systemically 
important banks in the market. In response to this, the Bank of Mongolia established a working group and submitted a draft law to the 
Government of Mongolia proposing an extension of the specified deadline until the end of 2026, for reducing the maximum ownership 
of any separate individual or group of related parties to 20%. It is expected that the amendments to the law will be discussed during 
the upcoming parliamentary spring session commencing on 15 March 2024.

Whilst the dilution of the current major shareholders shareholdings down to a maximum of 20% is outside the power of the Management, 
Management understand that the shareholders are aware of this matter and are considering all reasonable options to ensure 
compliance with the legislation. The management of the Bank takes all possible actions working together with the regulator, working 
group for the amendments of the law and the banking association and is of the position that there will be a positive outcome from the 
parliamentary hearings on amendments to the law. Despite technically being in breach of the law at present, no actions or requirements 
have been made of the bank to rectify this whilst the work is underway to extend the deadline. In the event of non-compliance, the Bank 
of Mongolia can impose various actions and sanctions which include limiting the shareholders’ certain rights to 20%. Those measures 
may include the extent of voting rights and capping dividends for the 20% ownership only. For continued non-compliance the sanctions 
can be even more restrictive not only to the shareholders but to the bank also. The different sanctions envisaged in the Implementation 
law for the Bank, are set out in Article 6.

Given the very systemic nature of the issue and the regulatory and government support for the extension of the law, as mentioned 
above, the management of the Bank firmly believes that the parliament will pass the extension of the deadline to the Banking Law 
from 2023 to 2026 and thus the Bank will be in compliance of the law through the remainder of 2024 or in 2025 even if no change in 
shareholders takes place during that time. Management conclude that this does not represent a significant risk of a material uncertainty 
of applying the going concern basis of accounting.

Presentation of statement of financial position in order of liquidity. The Bank does not have a clearly identifiable operating cycle and 
therefore does not present current and non-current assets and liabilities separately in the statement of financial position. Instead, assets 
and liabilities are presented in order of their liquidity. Refer to Note 37 for analysis of financial instruments by their maturity. Refer to Note 
41 for information on amounts expected to be recovered or settled before and after twelve months after the reporting period for items 
that are not analysed in Note 37.

Amendments of the financial statements after issue. The Bank’s shareholders and management have the power to amend the financial 
statements after issue.
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4.  Critical Accounting Estimates, and Judgements in Applying Accounting Policies 

The preparation of the Bank’s financial statements requires management to make judgements, estimates and assumptions that affect the 
reported amount of revenues, expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of contingent 
liabilities. Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying 
amount of assets or liabilities affected in future periods. In the process of applying the Bank’s accounting policies, management has 
made the following judgements and assumptions concerning the future and other key sources of estimation uncertainty at the reporting 
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial 
year.

Existing circumstances and assumptions about future developments may change due to circumstances beyond the Bank’s control 
and are reflected in the assumptions if and when they occur. Items with the most significant effect on the amounts recognised in 
the financial statements with substantial management judgement and/or estimates are collated below with respect to judgements/
estimates involved.

4.1.  Business model assessment

The Bank determines its business model at the level that best reflects how it manages groups of financial assets to achieve its business 
objective.

The Bank's business model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated portfolios and is 
based on observable factors such as:

•	 How the performance of the business model and the financial assets held within that business model are evaluated and reported to 
the entity's key management personnel

•	 The risks that affect the performance of the business model (and the financial assets held within that business model) and, in 
particular, the way those risks are managed

•	 How managers of the business are compensated (for example, whether the compensation is based on the fair value of the assets 
managed or on the contractual cash flows collected)

The expected frequency, value and timing of sales are also important aspects of the Bank’s assessment.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or ‘stress case’ scenarios into 
account. If cash flows after initial recognition are realized in a way that is different from the Bank's original expectations, the Bank does 
not change the classification of the remaining financial assets held in that business model, but incorporates such information when 
assessing newly originated or newly purchased financial assets going forward.

The Bank identified approximately 79% (31 December 2022: 83%) of debt securities as a liquidity portfolio and classified as held 
to collect and sell, while the rest of the debt securities is classified as held to collect on maturity based on the assumption that these 
securities would only be sold in a stress case scenario.

The Bank concluded that all types of loans, except for mortgage loan portfolio to be sold to Mongolian Mortgage Corporation LLC 
(“MIK HFC LLC”) and SME loan portfolio to be sold to Security Financing Corporation LLC (“SFC LLC”) which are classified as loans at 
FVTPL, meet the criteria for hold to collect business model.

4.2.  Assessment whether cash flows are solely payments of principal and interest (SPPI)

As a second step of its classification process the Bank assesses the contractual terms of financial instruments to identify whether they 
meet the SPPI test. ‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may 
change over the life of the financial asset (for example, if there are repayments of principal or amortization of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time value of money and 
credit risk. To make the SPPI assessment, the Bank applies judgement and considers relevant factors such as the currency in which the 
financial asset is denominated, and the period for which the interest rate is set.

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the contractual cash flows that are 
unrelated to a basic lending arrangement do not give rise to contractual cash flows that are solely payments of principal and interest 
on the amount outstanding. In such cases, the financial asset is required to be measured at FVTPL.

The instruments that failed the SPPI test are measured at FVTPL, and it is related to financial instruments under Mortgage lending 
program and repurchase agreement as part of government program.
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4.3.  Significant increase in credit risk (SICR)

In order to determine whether there has been a significant increase in credit risk, the Bank compares the risk of a default occurring over 
the life of a financial instrument at the end of the reporting date with the risk of default at the date of initial recognition. The assessment 
considers relative increase in credit risk rather than achieving a specific level of credit risk at the end of the reporting period. The Bank 
considers all reasonable and supportable forward-looking information available without undue cost and effort, which includes a range 
of factors, including behavioral aspects of particular customer portfolios.

The Bank identifies behavioral indicators of increases in credit risk prior to delinquency and incorporated appropriate forward-looking 
information into the credit risk assessment, either at an individual instrument, or on a portfolio level. In order to determine the SICR, the 
management considers certain criteria based on its judgment. SICR criteria are:

•	 30 days past due for corporate loans, 15 days past due for individual loans

•	 Restructured loan

•	 Loans classified as “Special mention” based on the Bank of Mongolia’s Regulation on asset classification, provisioning and its 
disbursements.

•	 Loans classified as “Watch list” according to the Credit risk prevention procedure. 

•	 Economic sector that is considered to sector or regional concentration risk

Should ECL on all loans and advances to customers be measured at lifetime ECL (that is, including those that are currently in Stage 1 
measured at 12- months ECL), the expected credit loss allowance would be higher by MNT 107,504,484 thousands as of 31 December 
2023 (31 December 2022: higher by MNT 52,325,053 thousands). 

4.4.  ECL measurement

Measurement of ECLs is a significant estimate that involves determination of methodology, models and data inputs. The following 
components have major impact on credit loss allowance (Note 37):

•	 business model and segmentation of financial assets for the ECL purposes;

•	 assessment of SICR;

•	 default definition;

•	 ECL assessment on individual or collective basis;

•	 internal credit grading models;

•	 propability of default (“PD”)

•	 assessment of loss given default (“LGD”);

•	 forward-looking macroeconomic scenarios and their probability weightings.

The Bank used supportable forward-looking information for measurement of ECL, primarily an outcome of its own macro-economic 
forecasting model. The most significant forward-looking assumptions that correlate with ECL level and their assigned weights were as 
follows at 31 December 2023:

Variable Scenario Assigned weight Assumptions

GDP growth
Optimistic

Base
Severe

22.3%
58.5%
19.2%

9.1%
5.9%
2.7%

Policy rate
Optimistic

Base
Severe

22.3%
58.5%
19.2%

9.0%
11.5%

14.0%

Unemployment rate
Optimistic

Base
Severe

22.3%
58.5%
19.2%

5.4%
7.1%

8.8%

MNT/USD YoY growth
Optimistic

Base
Severe

22.3%
58.5%
19.2%

-5.1%
4.7%

14.5%
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The assumptions and assigned weights were as follows at 31 December 2022:

Variable Scenario Assigned weight Assumptions

GDP growth
Optimistic

Base
Severe

19.2%
58.5%
22.3%

7.7%
4.3%
1.0%

Inflation
Optimistic

Base
Severe

19.2%
58.5%
22.3%

5.3%
8.8%
12.1%

Policy rate
Optimistic

Base
Severe

19.2%
58.5%
22.3%

10.9%
13.0%
15.1%

Unemployment rate
Optimistic

Base
Severe

19.2%
58.5%
22.3%

5.9%
7.5%
9.1%

MNT/USD YoY growth
Optimistic

Base
Severe

19.2%
58.5%
22.3%

-3.2%
6.6%

16.5%

A change in the weight assigned to base forward looking macro-economic set of assumptions by 10% towards the immediate downside 
level assumptions would result in an increase in ECL by MNT 1,378,598 thousands at 31 December 2023 (31 December 2022: by MNT 
4,295,584 thousands).

A 10% increase in PD estimates would result in an increase in total expected credit loss allowances of MNT 14,476,957 thousands at 31 
December 2023 (31 December 2022: increase of MNT 12,694,866 thousands). 

A 10% increase in LGD estimates would result in an increase in total expected credit loss allowances of MNT 33,465,881 thousands at 31 
December 2023 (31 December 2022: increase of MNT 27,122,065 thousands).

4.5.  Borrowing from government organizations, central bank and international financial institutions

The Bank obtains long term financing from Mongolian government organizations (some of which relate to the programs with involvement 
of international financial institutions) at interest rates at which they ordinarily lend and which may be lower than rates at which the 
Bank could source the funds from other lenders. As a result of such financing, the Bank is able to advance funds to target customers 
as determined by its lenders, at advantageous rates. Management has considered whether gains or losses should arise on initial 
recognition of such instruments. As the transactions are with unrelated parties, management’s judgment is that these funds and the 
related lending are at market rates and no initial recognition gains or losses should arise. 

4.6.  Mongolian Mortgage Corporation LLC (MIK) securitisation transaction 

The Bank participates in MIK securitisation program since 2013. Under the program, MIK-SPCs, wholly owned by MIK HFC LLC, purchases 
Mortgage loan portfolio from commercial banks for which they issue Junior RMBS and Senior RMBS. The loans have been purchased 
by MIK-SPCs on non-recourse basis. The principal of the Junior RMBS will only be redeemed after the full redemption of the principal 
of the Senior RMBS and the payments to Junior RMBS holders are subordinate in right of payment and priority to the Senior RMBS. 
The Bank has been appointed as the servicer of the respective loans sold and receives a service fee of 2.5% on amount collected for 
performing this service.

Management considered whether these loans have met the de-recognition criteria set out in IFRS. Management's judgement is that 
although the Bank receives cash from the loan portfolio as an agent, the Bank has transferred its right to receive the cash flows from 
these Mortgage Assets and that substantially all the risks and rewards have been transferred.

4.7.  Fair value of long-term derivatives

The Bank entered into a long-term cross currency interest rate SWAP arrangement with the Bank of Mongolia. Derivatives are recorded 
at fair value and carried as assets when their fair value is positive and as liabilities when their fair value is negative. The Bank developed 
a valuation model for assessing a fair value of such swap instruments. The model is based on observable market data. As a market USD 
forward interest rate, the bank uses USD forward yield curve constructed by Bloomberg terminal. Due to the lack of forward MNT yield 
curve on the market, the bank uses BoM announced market repo rate for the MNT forward interest rate, since it is the market rate used 
in the swap agreements conducted with Bank of Mongolia. 

At their inception, derivatives often involve only a mutual exchange of promises with little or no transfer of consideration. However, these 
instruments frequently involve a high degree of leverage and are very volatile. A relatively small movement in the value of the asset, rate 
or index underlying a derivative contract may have a significant impact on the profit or loss of the Bank.
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4.8.  Hedge accounting

The Bank has started applying hedge accounting from 1 May 2016 and started to apply IFRS 9 for its hedge accounting since 1 January 
2018.

In order to qualify for hedge accounting, a hedging relationship must be expected to be highly effective on a prospective basis and it 
needs to be demonstrated that it was highly effective in the previous designated period (i.e., one month). 

The Bank uses both qualitative and quantitative methods to assess effectiveness of the hedge. When applying a quantitative method 
to assess effectiveness of the hedging relationship, the Bank sets certain threshold requirements that are accepted within the banks’ 
hedging strategy and risk management policy. In the hedge documentation, the management defined that the hedge ineffectiveness 
can arise from:

•	 The timing difference of the cash flows of the hedging instrument and the hedged item;

•	 The counterparty’s credit risk impact on the fair values; and

•	 Difference between agreed forward exchange rate and market forward exchange rate as of hedge accounting inception date.

IFRS 9 recommends hedge accounting to align with the bank’s risk management objectives and requires to make an on-going 
assessment of whether the hedge continues to meet the hedge effectiveness criteria. The bank internally set hedge effectiveness ratio to 
be within 60%-140% range and the bank constantly measures the hedge effectiveness. 

For hedge accounting eligible long-term CCSwaps the bank conducted sensitivity analysis. The bank conducted sensitivity analysis 
assuming the hedge effectiveness ratio to be within 80%-120% range. Taking into account the adjusted effectiveness ratio as of 31 
December 2023, bank’s gain in cash flow hedge reserve in OCI would have decreased by MNT 871,149 thousands and net losses from 
financial derivatives in profit and loss would have decreased by MNT 871,149 thousands.

4.9.  Performance guarantees

The Bank analysed the issued performance guarantee contracts to assess whether they would meet the definition of insurance contracts 
in the scope of IFRS 17. The Bank has concluded that certain of its performance guarantee contracts expose the Bank solely to credit risk 
of the applicant because (i) all the contracts require the customers who apply for a guarantee to fully collateralize their obligations to 
indemnify the Bank as the issuer and (ii) there are no scenarios with commercial substance where the Bank would have to pay significant 
additional amounts to the holders of such guarantees. Accordingly, the Bank accounts for these contracts as loan commitments in 
accordance with IFRS 9. The gross amount of the performance guarantees issued and accounted for as loan commitments is MNT 
45,542,538 thousands (31 December 2022: MNT 31,534,059 thousands) and the carrying value of the related liability recognised in the 
statement of financial position is MNT 45,907,294 thousands at 31 December 2023 (31 December 2022: MNT 41,819,295 thousands). 
The fee income recognised for these performance guarantees was MNT 6,090 thousands for the year ended 31 December 2023 (2022: 
MNT 7,431 thousands).

5.  Adoption of New or Revised Standards and Interpretations

The following amendments became effective from 1 January 2023:

•	 IFRS 17 “Insurance Contracts” (issued on 18 May 2017 and effective for annual periods beginning on or after 1 January 2023). 

•	 Amendments to IFRS 17 and an amendment to IFRS 4 (issued on 25 June 2020 and effective for annual periods beginning on or after 
1 January 2023).

•	 Transition option for insurers applying IFRS 17 – Amendments to IFRS 17 (issued on 9 December 2021 and effective for annual periods 
beginning on or after 1 January 2023).

•	 Amendments to IAS 1 and IFRS Practice Statement 2: Disclosure of Accounting policies (issued on 12 February 2021 and effective for 
annual periods beginning on or after 1 January 2023).

•	 Amendments to IAS 8: Definition of Accounting Estimates (issued on 12 February 2021 and effective for annual periods beginning on 
or after 1 January 2023).

•	 Deferred tax related to assets and liabilities arising from a single transaction – Amendments to IAS 12 (issued on 7 May 2021 and 
effective for annual periods beginning on or after 1 January 2023).

•	 Amendments to IAS 12 Income taxes: International Tax Reform – Pillar Two Model Rules (issued 23 May 2023).

The application of the amendments had no significant impact on the Bank’s financial statements.
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6.  New Accounting Pronouncements

Certain new standards and interpretations have been issued that are mandatory for the annual periods beginning on or after 1 January 
2024 or later, and which the Bank has not early adopted. 

•	 Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback (issued on 22 September 2022 and effective for annual 
periods beginning on or after 1 January 2024).

•	 Classification of liabilities as current or non-current – Amendments to IAS 1 (originally issued on 23 January 2020 and subsequently 
amended on 15 July 2020 and 31 October 2022, ultimately effective for annual periods beginning on or after 1 January 2024).

•	 Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments: Disclosures: Supplier Finance Arrangements (Issued 
on 25 May 2023).

Unless otherwise described above, the new standards and interpretations are not expected to affect significantly the Bank’s financial 
statements.

7.  Cash and cash equivalents

In thousands of MNT 31 December 2023 31 December 2022

Cash on hand 201,506,285 212,128,736

Current account with BoM 218,195,709 1,250,828,153

BoM treasury bills 3,065,853,012 1,924,514,033

Due from banks - less than three months 1,439,240,653 981,378,356

Government bonds 34,061,072 6,848,102

Total carrying amount of cash and cash equivalents 4,958,856,731 4,375,697,380

Less: Credit loss allowance on cash and cash equivalents (1,129,657) (2,285,179)

Net cash and cash equivalents 4,957,727,074 4,373,412,201

Cash and cash equivalents are items which are readily convertible to known amounts of cash and which are subject to an insignificant 
risk of changes in value. Cash and cash equivalents include all interbank placements and reverse sale and repurchase agreements with 
other banks with original maturities of less than three months. Funds restricted for a period of more than three months on origination 
are excluded from cash and cash equivalents, both in the statement of financial position and for the purposes of the statement of cash 
flows. Cash and cash equivalents are carried at AC because: (i) they are held for collection of contractual cash flows and those cash 
flows represent SPPI, and (ii) they are not designated at FVTPL.

The payments or receipts presented in the statement of cash flows represent transfers of cash and cash equivalents by the Bank, 
including amounts charged or credited to current accounts of the Bank’s counterparties held with the Bank, such as loan interest 
income or principal collected by charging the customer’s current account or interest payments or disbursement of loans credited to the 
customer’s current account, which represents cash or cash equivalent from the customer’s perspective.

As of 31 December 2023, the Bank had current accounts held with three Russian banks in amount of MNT 150,845 thousands (31 
December 2022: MNT 192,649 thousands), which the Bank assessed to have significant increase in the credit risk and therefore classified 
them in Stage 2 and provided lifetime ECL in amount of MNT 122,788 thousands (31 December 2022: MNT 151,711 thousands). Remaining 
cash and cash equivalent balances are classified in Stage 1.

Repurchase agreements are collateralized by BoM treasury bills in the amount of MNT 29,009,000 thousands as of 31 December 2023 
(31 December 2022: MNT 175,582,000 thousands). The pledgee does not have right to repledge or sell those treasury bills. Remaining 
cash and cash equivalents, including the balances with the central bank (other than mandatory reserve) are not collateralised.

Impairment allowance for cash and cash equivalents excluding cash on hand

The table below shows the credit quality and the maximum exposure to credit risk based on the Bank’s internal credit rating system and 
year-end stage classification. The amounts presented are gross of impairment allowances. The Bank uses S&P's annual global corporate 
and sovereign default and rating transition study in the impairment valuation of non-credit financial assets and uses speculative grade 
rates for the non-rated corporate. Details of the Bank’s internal grading system and policies about whether ECL allowances are calculated 
on an individual or collective basis are set out in Note 37:
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Internal rating grade as at 31 December 2023:

In thousands of MNT
Current account 

with BoM
BoM treasury

bills
Due from banks - less

than three months
Government

bonds Total

AA– to AA+ rating - 59,174,044 34,061,072 93,235,116

A– to A+ rated - - 275,007,447 - 275,007,447

BBB– to BBB+ rated - - 1,897,000 - 1,897,000

BB– to BB+ rated - - 6,044,979 - 6,044,979

B– to B+ rated 218,195,709 3,065,853,012 1,063,309,391 - 4,347,358,112

C to CCC+ rated - - 150,845 - 150,845

Not rated - - 33,656,947 - 33,656,947

Total 218,195,709 3,065,853,012 1,439,240,653 34,061,072 4,757,350,446

Internal rating grade as at 31 December 2022:

In thousands of MNT
Current account 

with BoM
BoM treasury

bills
Due from banks - less

than three months
Government

bonds Total

AA– to AA+ rating - 83,992,693 6,848,102 90,840,795

A– to A+ rated - - 213,857,899 - 213,857,899

BBB– to BBB+ rated - - 6,595,720 - 6,595,720

BB– to BB+ rated - - 4,300,157 - 4,300,157

B– to B+ rated 1,250,828,153 1,924,514,033 654,503,266 - 3,829,845,452

C to CCC+ rated - - 192,649 - 192,649

Not rated - - 17,935,972 - 17,935,972

Total 1,250,828,153 1,924,514,033 981,378,356 6,848,102 4,163,568,644

Investing transactions that did not require the use of cash and cash equivalents, and were excluded from the statement of cash flows 
are as follows:

In thousands of MNT 2023 2022

Non-cash investing activities

Acquisition of debt securities at FVOCI in exchange for securities 54,548,914 -

Proceeds from disposal of debt securities at FVOCI in the form of securities (105,893,362) -

Acquisition of debt securities at AC in exchange for securities 182,449,522 -

Proceeds from disposal of debt securities at AC in the form of securities (128,293,346) -

Acquisition of debt securities at AC in exchange for loans 41,467,200 228,675,600

Non-cash investing activities 44,278,928 228,675,600

8.  Mandatory reserves with the Bank of Mongolia

In thousands of MNT 31 December 2023 31 December 2022

Mandatory reserves with the BoM 1,103,720,018 980,607,485
Less: Credit loss allowance on mandatory reserves with the BoM (12,764,762) (11,502,658)

Net mandatory reserves 1,090,955,256 969,104,827
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Mandatory cash balances with the BoM are carried at AC and represent non-interest bearing mandatory reserve deposits, which are 
not available to finance the Bank’s day to day operations, and hence are not considered as part of cash and cash equivalents for the 
purposes of the statement of cash flows. 

The mandatory reserve held with the BoM are determined at not less than 8.0% (local currency) and 18.0% (foreign currency) of 
customer deposits based on average balance of two (2) weeks. As at 31 December 2023, the average reserves required by BoM for 
that period of 2 weeks were MNT 738,212,966 thousands (2022: MNT 589,764,840 thousands) for local currency and MNT 365,507,051 
thousands (2022: MNT 390,842,645 thousands) maintained on current accounts with BoM.

The credit quality of mandatory reserves with the Bank of Mongolia based on the Bank’s internal credit rating system is in the range 
of “B- to B+ rated” as at 31 December 2023 and 31 December 2022. Details of the Bank’s internal grading system and policies about 
whether ECL allowances are calculated on an individual or collective basis are set out in Note 37. For the purpose of ECL measurement, 
mandatory reserves with the Bank of Mongolia are included in Stage 1 as of 31 December 2023 and 31 December 2022.

An analysis of changes in the gross carrying amount and the corresponding ECL allowance as at 31 December 2023 and 31 December 
2022 is, as follows:

In thousands of MNT
2023

Stage 1
2022

Stage 1

Gross carrying amount as at 1 January 980,607,485 818,615,281

Net movement during the year 123,112,533 161,992,204

At 31 December 1,103,720,018 980,607,485

ECL allowance as at 1 January 11,502,658 9,533,549

Net charge for the year (Note 30) 1,262,104 1,969,109

At 31 December 12,764,762 11,502,658

9.  Due from other banks

Amounts due from other banks are recorded when the Bank advances money to counterparty banks. Amounts due from other banks 
are carried at AC when: (i) they are held for the purposes of collecting contractual cash flows and those cash flows represent SPPI, and 
(ii) they are not designated at FVTPL.

Due from other banks represent local currency deposits maintained with a Multilateral Development Bank (“MDB”). The placements 
held as of 31 December 2023 are denominated in MNT with original maturity greater than 1 year and fixed annual interest rate of 14.50% 
and 15.50%. For the purpose of ECL measurement, credit risk grade of the MDB is excellent, therefore the Bank did not recognise any 
credit loss allowance for due from other banks.

The credit quality of due from banks based on the Bank’s internal credit rating system is in the range of “AAA rated” as at 31 December 
2023.

10.  Financial investments

In thousands of MNT 31 December 2023 31 December 2022

Debt securities at AC 1,185,802,247 1,038,725,692

Debt securities at FVOCI 77,090,484 186,302,687

Debt securities measured at FVTPL 339,742,993 249,068,185

Total debt securities 1,602,635,724 1,474,096,564

Equity securities measured at FVOCI 4,970,548 4,267,181

Total equity securities 4,970,548 4,267,181

Total financial investments 1,607,606,272 1,478,363,745
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Investments in debt securities. Based on the business model and the cash flow characteristics, the Bank classifies investments in debt 
securities as carried at AC, FVOCI or FVTPL. Debt securities are carried at AC if they are held for collection of contractual cash flows and 
where those cash flows represent SPPI, and if they are not voluntarily designated at FVTPL in order to significantly reduce an accounting 
mismatch.

Debt securities are carried at FVOCI if they are held for collection of contractual cash flows and for selling, where those cash flows 
represent SPPI, and if they are not designated at FVTPL. Interest income from these assets is calculated using the effective interest method 
and recognised in profit or loss. An impairment allowance estimated using the expected credit loss model is recognised in profit or loss 
for the year. All other changes in the carrying value are recognised in OCI. When the debt security is derecognised, the cumulative gain 
or loss previously recognised in OCI is reclassified from OCI to profit or loss.

Investments in debt securities are carried at FVTPL if they do not meet the criteria for AC or FVOCI. The Bank may also irrevocably 
designate investments in debt securities at FVTPL on initial recognition if applying this option significantly reduces an accounting 
mismatch between financial assets and liabilities being recognised or measured on different accounting bases.

Debt securities represent Government bonds, BoM treasury bills, senior and junior RMBSs and Corporate bonds.

Government bonds, listed on international markets are measured either at FVOCI or AC following the business model of the financial 
assets. 

BoM treasury bills, unquoted securities are measured at AC and these are interest-bearing long-term securities issued by the Government.

Corporate bonds, unquoted and quoted securities institutions are measured at AC.

Senior RMBSs are interest bearing long-term securities issued by MIK and are required to be sold to BoM and Ministry of Finance of 
Mongolia as repayment for the mortgage funding which was issued to commercial banks for financing subsidised mortgage loans. 

Junior RMBS are interest-bearing long-term securities issued by MIK which per the Securities Law of Mongolia, are required to be held 
by commercial banks for at least 3 years.

In addition to that, investments in asset backed securities issued by Securities Financing Corporation LLC (“SFC”) are included in both 
senior and junior RMBS.

The increase in debt securities measured at FVTPL in 2023 relates to the investments in asset backed securities issued by SFC, while the 
decrease in Debt securities at FVOCI relates to the redemption of investment in Government bonds measured at FVOCI.

The table below discloses investments in debt securities at 31 December 2023 by measurement categories and classes:

In thousands of MNT
Debt securities measured 

at FVTPL Debt securities at FVOCI Debt securities at AC Total

Government bonds - 78,595,711 610,714,371 689,310,082

BoM treasury bills - 455,485,593 455,485,593

Senior bonds 138,952,185 - 39,895,361 178,847,546
Junior bonds 200,790,808 - - 200,790,808
Corporate bonds - - 92,647,779 92,647,779

Total gross carrying amount 339,742,993 78,595,711 1,198,743,104 1,617,081,808

Less: credit loss allowance - (1,505,227) (12,940,857) (14,446,084)

Carrying value (fair value) 339,742,993 77,090,484 1,185,802,247 1,602,635,724
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The table below discloses investments in debt securities at 31 December 2022 by measurement categories and classes:

In thousands of MNT
Debt securities measured 

at FVTPL Debt securities at FVOCI Debt securities at AC Total

Government bonds - 188,025,198 640,457,405 828,482,603

BoM treasury bills - - 308,425,600 308,425,600

Senior bonds 74,849,224 - 73,501,171 148,350,395
Junior bonds 174,218,961 - - 174,218,961
Corporate bonds - - 28,340,059 28,340,059

Total gross carrying amount 249,068,185 188,025,198 1,050,724,235 1,487,817,618

Less: credit loss allowance - (1,722,511) (11,998,543) (13,721,054)

Carrying value (fair value) 249,068,185 186,302,687 1,038,725,692 1,474,096,564

Movements in the credit loss allowance and in the gross carrying amount of debt instruments measured at FVOCI and debt instruments 
at AC.

In thousands of MNT
Debt securities measured 

at FVOCI
Debt securities

at AC

Gross carrying amount at 1 January 2023 188,025,198 1,050,724,235

Purchase/Addition 130,585,555 968,972,346

Matured/repaid financial investments (252,440,405) (810,569,733)

Changes in accrued interest 3,510,030 (6,289,506)

Foreign exchange difference (295,060) (4,094,238)

Increase in fair value 9,210,393 –

At 31 December 2023 78,595,711 1,198,743,104

ECL allowance at 1 January 2023 1,722,511 11,998,543

Purchase of new investments 1,027,513 12,086,821

Changes to input used for ECL calculation 102,257 (5,158,928)

Recoveries/matured/repaid (1,347,054) (5,985,579)

Net (reversal)/charge for the period (Note 30) (217,284) 942,314

At 31 December 2023 1,505,227 12,940,857

At 31 December 2023 77,090,484 1,185,802,247

In thousands of MNT
Debt securities measured 

at FVOCI
Debt securities

at AC

Gross carrying amount at 1 January 2022 209,497,188  562,446,909

Purchase/Addition 56,035,308 696,246,124

Matured/repaid financial investments (93,256,063) (281,893,933)

Changes in accrued interest (6,058,105) (42,615,727)

Foreign exchange difference 35,839,528 116,540,862

Decrease in fair value (14,032,658) –

At 31 December 2022 188,025,198 1,050,724,235

ECL allowance at 1 January 2022 3,489,529 9,358,111

Purchase of new investments 485,888 6,044,161

Changes to input used for ECL calculation (1,216,898) (1,887,431)

Recoveries/matured/repaid (1,036,008) (1,516,298)

Net (reversal)/charge for the period (Note 30) (1,767,018) 2,640,432

At 31 December 2022 1,722,511 11,998,543

At 31 December 2022 186,302,687 1,038,725,692
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The table below contains an analysis of the credit risk exposure of debt securities measured at FVOCI for which an ECL allowance 
is recognised, based on credit risk grades. All debt instruments measured at FVOCI are included in Stage 1. Refer to Note 37 for the 
description of credit risk grading system used by the Bank and the approach to ECL measurement, including the definition of default 
and SICR as applicable to debt securities at FVOCI.

31 December 2023 31 December 2022

In thousands of MNT
Gross carrying 

amount
Credit loss 
allowance

Carrying value (fair 
value)

Gross carrying 
amount

Credit loss 
allowance

Carrying value (fair 
value)

AA- to AA+
 Government bonds - - - 42,964,416 - 42,964,416

B- to B+
 Government bonds 78,595,711 (1,505,227) 77,090,484 145,060,782 (1,722,511) 143,338,271

Total debt securities measured at 
FVOCI 78,595,711 (1,505,227) 77,090,484 188,025,198 (1,722,511) 186,302,687

The following table contains an analysis of debt instruments at AC by credit quality based on credit risk grades. All debt instruments 
measured at AC are included in Stage 1. Refer to Note 37 for the description of credit risk grading system used by the Bank and the 
approach to ECL measurement, including the definition of default and SICR as applicable to debt instruments at AC.

31 December 2023 31 December 2022

In thousands of MNT
Gross carrying 

amount
Credit loss 
allowance Carrying value Gross carrying 

amount
Credit loss 
allowance Carrying value

B- to B+

   Government bonds 610,714,371 (8,209,122) 602,505,249 640,457,405 (8,177,104) 632,280,301

   BoM treasury bills 455,485,593 (1,394,716) 454,090,877 308,425,600 (1,039,757) 307,385,843

   Corporate bonds 85,540,105 (1,802,157) 83,737,948 28,340,059 (391,799) 27,948,260
Not rated 

   Senior bonds 39,895,361 (1,302,838) 38,592,523 73,501,171 (2,389,883) 71,111,288
   Corporate bonds 7,107,674 (232,024) 6,875,650 - - -

Total debt securities measured at AC 1,198,743,104 (12,940,857) 1,185,802,247 1,050,724,235 (11,998,543) 1,038,725,692

Investments in equity securities. 

Equity securities at fair value represent equity investment in Mongolian stock exchange (“MSE”) and MIK Holding JSC (“MIK”), listed on 
the Mongolian Stock Exchange.

11.  Investments in associates

In thousands of MNT 31 December 2023 31 December 2022

Credit Information Bureau (CIB) 243,638 243,638

Mongolian Banking Association Property Management (MBAPM) 39,951 39,951

Carrying amount at 31 December 283,589 283,589

As of 31 December 2023, the Bank’s ownerships in MBAPM and CIB were 10.00% and 18.88%, respectively. (2022: 10.00% and 18.88%). 
The Bank exercises significant influence through their representations in the Board of Directors of these entities. During the year, no share 
of profits of these associates were accounted for by the Bank as they were deemed de minimis.
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12.  Derivative financial instruments

The table below shows the fair values of derivative financial instruments recorded as assets or liabilities together with their notional 
amounts. The notional amount, recorded gross, is the amount of a derivative’s underlying asset, reference rate or index and is the basis 
upon which changes in the value of derivatives are measured. The notional amounts indicate the volume of transactions outstanding at 
the year end and are indicative of neither the market risk nor the credit risk.

Notional amount Fair value

In thousands of MNT Receivable Payable Fair value of assets Fair value of liabilities

Long-term derivatives 1,832,159,489 1,787,006,314 47,260,829 4,977,339

Hedging instruments eligible for hedge 
accounting 1,093,806,142 1,073,585,764 19,710,937 2,291,097

Hedging instruments not eligible for hedge 
accounting 738,353,347 713,420,550 27,549,892 2,686,242

Short-term derivatives 57,867,582 58,678,074 - 721,213

Total FV of derivatives as at 31 December 
2023 1,890,027,071 1,845,684,388 47,260,829 5,698,552

Notional amount Fair value

In thousands of MNT Receivable Payable Fair value of assets Fair value of liabilities

Long-term derivatives 1,280,737,905 1,159,776,705 128,660,248 4,516,477

Hedging instruments eligible for hedge 
accounting 786,792,419 696,402,522 91,425,523 (149,503)

Hedging instruments not eligible for hedge 
accounting 493,945,486 463,374,183 37,234,725 4,665,980

Short-term derivatives 48,700,955 48,673,261 - 380,420

Total FV of derivatives as at 31 December 
2022 1,329,438,860 1,208,449,966 128,660,248 4,896,897

Derivative financial instruments. Derivative financial instruments, including currency swaps, are carried at their fair value.

All derivative instruments are carried as assets when fair value is positive, and as liabilities when fair value is negative. Changes in the 
fair value of derivative instruments are included in other comprehensive income and profit or loss for the year (gains less losses on 
derivatives). 

Hedge accounting. The Bank designates certain derivatives (cross-currency swaps) as hedging instruments and they are designed to 
hedge the risk of variability of cash flows denominated in USD from the long-term borrowings received from foreign banks and financial 
institutions, which constitute hedge items.

To calculate the changes in fair value of the hedged item attributable to the hedged risk, the Bank uses the hypothetical derivative 
method. The hypothetical derivative method involves establishing a notional derivative that would be the ideal hedging instrument for 
the hedged exposure (normally an interest rate swap or forward contract with no unusual terms and a zero fair value at inception of the 
hedge relationship). The fair value of the hypothetical derivative is then used as a proxy for the net present value of the hedged future 
cash flows against which changes in value of the actual hedging instrument are compared.

The table below sets out the fair values, at the end of the reporting period, of currencies receivable or payable under the foreign 
exchange forward and swap contracts entered by the Bank. The table reflects gross positions before the netting of any counterparty 
positions (and payments) and covers the contracts with settlement dates after the end of the respective reporting period. Derivatives 
have potentially favourable (assets) or unfavourable (liabilities) conditions resulting from fluctuations in market interest rates, foreign 
exchange rates or other variables relative to their terms. The aggregate fair values of derivative financial assets and liabilities can 
fluctuate significantly from time to time. 
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In thousands of MNT Assets 2023 Liabilities 2023 Assets 2022 Liabilities 2022

Foreign exchange forwards and swaps: fair 
values, at the end of the reporting period, of

–Receivable on settlement (+) 1,858,269,668 17,421,548 1,254,515,848 48,037,585

–Payable on settlement (–) (1,811,008,839) (23,120,100) (1,125,855,600) (52,934,482)

Net fair value of foreign exchange forwards 
and swaps 47,260,829 (5,698,552) 128,660,248 (4,896,897)

The Bank’s exposure under derivative contracts is closely monitored as part of the overall management of its market risk. The effects of 
respective hedge accounting on financial position and performance are disclosed in Note 29 and Note 37 and below.

In terms of hedge eligible for hedge accounting, the USD denominated long-term borrowings received from foreign banks and financial 
institutions designated as hedged item being eligible for hedge accounting have a notional amount of USD 320,699 thousands as of 31 
December 2023 (31 December 2022: USD 228,413 thousands) with annual floating interest rates ranging from 6m SOFR plus margin of 
3.4% to 4.3% p.a. (31 December 2022: 6m Libor or SOFR plus margin of 3.0% to 4.2% p.a.) or fixed annual interest rates ranging from 
4.1% to 4.5% p.a. (31 December 2022: 3.5% to 4.5% p.a.).

The following table provides information regarding the changes in the fair value of hedging instruments eligible for hedge accounting.

Cash flow hedges 
In thousands of MNT

 Hedging 
instrument  Hedged risk  

Changes in the fair 
value of hedging 

instruments eligible for 
hedge accounting

 Change in value 
of the hedged item 

used for calculating 
ineffectiveness 

 Hedge ineffectiveness 
recognised in the 

statement of profit and 
loss 

31 December 2023 Cross currency 
interest rate swap  FX risk  (22,890,576) 18,255,772 (4,634,804)

31 December 2022 Cross currency 
interest rate swap  FX risk  97,232,286 (81,958,751) 15,273,535

The table below provides a breakdown of hedging instruments’ timing profile:

In thousands of MNT  Less than 3 
months

 From 3 to 6 
months 

From 6 to 12 
months From 1 to 5 years More than 5 

years

MNT receivables - 4,361,476 13,037,829 58,910,588 -

Average MNT rate - 14.0% 14.0% 14.0% -

MNT payables 60,671,562 52,107,653 159,938,208 1,418,296,704 19,933,800

Average MNT rate 14.0% 14.0% 13.9% 14.0% 14.0%

USD receivables 62,968,572 59,693,571 167,544,713 1,444,813,169 20,829,571

Average USD rate 9.9% 9.5% 10.0% 9.9% 9.6%

USD payables - 4,774,966 14,154,364 57,129,057 -

Average USD rate - 9.3% 9.6% 10.4% -

13.  Loans and advances to customers 

In thousands of MNT 31 December 2023 31 December 2022

Gross carrying amount of loans and advances to customers at AC 9,486,001,509 7,599,161,904

Less: credit loss allowance (652,449,894) (566,704,290)

Total carrying amount of loans and advances to customers at AC 8,833,551,615 7,032,457,614

Loans and advances at FVTPL  183,423,240 378,606,395

Total loans and advances to customers  9,016,974,855 7,411,064,009
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Loans and advances to customers are recorded when the Bank advances money to purchase or originate a loan due from a customer. 
Based on the business model and the cash flow characteristics, the Bank classifies loans and advances to customers into one of the 
following measurement categories: 

	 (1) AC: loans that are held for collection of contractual cash flows and those cash flows represent SPPI and loans that are not 
voluntarily designated at FVTPL, and 

	 (2) FVTPL: loans that do not meet the SPPI test or other criteria for AC or FVOCI are measured at FVTPL. 

Impairment allowances are determined based on the forward-looking ECL models. Note 37 provides information about inputs, 
assumptions and estimation techniques used in measuring ECL, including an explanation of how the Bank incorporates forward-looking 
information in the ECL models.

Amortised cost (“AC”) is the amount at which the financial instrument was recognised at initial recognition less any principal repayments, 
plus accrued interest, and for financial assets less any allowance for expected credit losses. Accrued interest includes amortisation of 
transaction costs deferred at initial recognition and of any premium or discount to maturity amount using the effective interest method. 
Accrued interest income and accrued interest expense, including both accrued coupon and amortised discount or premium (including 
fees deferred at origination, if any), are not presented separately and are included in the carrying values of related items in the statement 
of financial position.

The effective interest method is a method of allocating interest income or interest expense over the relevant period, so as to achieve 
a constant periodic rate of interest (effective interest rate) on the carrying amount. The effective interest rate is the rate that exactly 
discounts estimated future cash payments or receipts (excluding future credit losses) through the expected life of the financial instrument 
or a shorter period, if appropriate, to the gross carrying amount of the financial instrument.

The effective interest rate discounts cash flows of variable interest instruments to the next interest repricing date, except for the premium or 
discount, which reflects the credit spread over the floating rate specified in the instrument, or other variables that are not reset to market 
rates. Such premiums or discounts are amortised over the expected life of the instrument. The present value calculation includes all fees 
paid or received between parties to the contract that are an integral part of the effective interest rate. For assets that are purchased or 
originated credit impaired (“POCI”) at initial recognition, the effective interest rate is adjusted for credit risk, i.e. it is calculated based on 
the expected cash flows on initial recognition instead of contractual payments.

Credit loss allowance for ECL. The Bank assesses, on a forward-looking basis, the ECL for debt instruments measured at AC and FVOCI 
and for the exposures arising from loan commitments and financial guarantee contracts. The Bank measures ECL and recognises credit 
loss allowance at each reporting date. The measurement of ECL reflects:

	 (1) an unbiased and probability weighted amount that is determined by evaluating a range of possible outcomes,

	 (2) time value of money and

	 (3) all reasonable and supportable information that is available without undue cost and effort at the end of each reporting period 
about past events, current conditions and forecasts of future conditions.

Debt instruments measured at AC are presented in the statement of financial position net of the allowance for ECL. For loan commitments 
and financial guarantees, a separate provision for ECL is recognised as a liability in the statement of financial position. For debt 
instruments at FVOCI, changes in amortised cost, net of allowance for ECL, are recognised in profit or loss and other changes in carrying 
value are recognised in OCI as gains less losses on debt instruments at FVOCI. 

The Bank applies a three stage model for impairment, based on changes in credit quality since initial recognition. A financial instrument 
that is not credit-impaired on initial recognition is classified in Stage 1. Financial assets in Stage 1 have their ECL measured at an amount 
equal to the portion of lifetime ECL that results from default events possible within the next 12 months or until contractual maturity, if 
shorter (“12 Months ECL”). If the Bank identifies a significant increase in credit risk (“SICR”) since initial recognition, the asset is transferred 
to Stage 2 and its ECL is measured based on ECL on a lifetime basis, that is, up until contractual maturity but considering expected 
prepayments, if any (“Lifetime ECL”). 

Refer to Note 37 for a description of how the Bank determines when a SICR has occurred. If the Bank determines that a financial 
asset is credit-impaired, the asset is transferred to Stage 3 and its ECL is measured as a Lifetime ECL. The Bank’s definition of credit 
impaired assets and definition of default is explained in Note 37. For financial assets that are purchased or originated credit-impaired 
(“POCI Assets”), the ECL is always measured as a Lifetime ECL. Note 37 provides information about inputs, assumptions and estimation 
techniques used in measuring ECL, including an explanation of how the Bank incorporates forward-looking information in the ECL 
models. 

As an exception, for certain financial instruments, such as credit cards, that may include both a loan and an undrawn commitment 
component, the Bank measures expected credit losses over the period that the Bank is exposed to credit risk, that is, until the expected 
credit losses would be mitigated by credit risk management actions, even if that period extends beyond the maximum contractual 
period. This is because contractual ability to demand repayment and cancel the undrawn commitment does not limit the exposure to 
credit losses to such contractual notice period. 

During 2023, a loss on initial recognition of loans at rates below market in the amount of MNT 3,785,133 thousands (2022: MNT 
3,656,941 thousands) has been recorded in profit or loss for the year.
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Financial assets – write-off. Financial assets are written-off, in whole or in part, when the Bank exhausted all practical recovery efforts 
and has concluded that there is no reasonable expectation of recovery. The write-off represents a derecognition event. The Bank may 
write-off financial assets that are still subject to enforcement activity when the Bank seeks to recover amounts that are contractually due, 
however, there is no reasonable expectation of recovery.

Gross carrying amount and credit loss allowance amount for loans and advances to customers, including at AC by classes at 31 
December 2023 and 31 December 2022 are disclosed in the table below:

31 December 2023 31 December 2022

In thousands of MNT
Gross carrying 

amount
Credit loss  allow-

ance Carrying amount Gross carrying 
amount

Credit loss allow-
ance Carrying amount

Business loans 4,616,191,834 (463,656,001) 4,152,535,833 4,004,941,079 (423,291,321) 3,581,649,758

Consumer loans 4,207,102,149 (149,514,440) 4,057,587,709 2,888,108,397 (130,476,550) 2,757,631,847

Agricultural loans 662,707,526 (39,279,453) 623,428,073 706,112,428 (12,936,419) 693,176,009

Total 9,486,001,509 (652,449,894) 8,833,551,615 7,599,161,904 (566,704,290) 7,032,457,614

The following tables disclose the changes in the credit loss allowance and gross carrying amount for loans and advances to customers 
carried at amortised cost between the beginning and the end of the reporting and comparative periods:

Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total
Stage 1

(12-months 
ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total

BUSINESS LOANS

At 31 December 2022 58,636,903 120,698,286 243,956,132 423,291,321 2,589,034,827 1,116,047,926 299,858,326 4,004,941,079

New originated or purchased 63,589,526 5,949,737 - 69,539,263 7,426,012,503 288,369,251 - 7,714,381,754

Derecognized during the period (51,573,129) (29,214,983) (62,779,711) (143,567,823) (6,218,849,263) (779,952,901) (103,344,750) (7,102,146,914)

- Transfers to Stage 1 1,290,658 (3,469,860) - (2,179,202) 68,419,941 (68,419,941) - -

- Transfers to Stage 2 (25,965,133) 41,337,051 (40,115) 15,331,803 (571,764,642) 571,818,343 (53,701) -

- Transfers to Stage 3 - (46,671,203) 105,638,216 58,967,013 - (181,580,505) 181,580,505 -

Changes in accrued interest (226,774) (2,449,240) 148,662 (2,527,352) 6,586,437 (6,402,348) 327,737 511,826

Changes to models assumptions 947,296 33,382,060 10,547,751 44,877,107 - - - -

Total movements with impact on 
credit loss allowance charge for 
the period

(11,937,556) (1,136,438) 53,514,803 40,440,809 710,404,976 (176,168,101) 78,509,791 612,746,666

Movements without impact on credit loss allowance charge for the period:

Write-offs - - (14,117) (14,117) - - (14,117) (14,117)

Foreign exchange translation 
and other movements (16,138) 618 (46,492) (62,012) (1,420,095) 3,089 (64,788) (1,481,794)

At 31 December 2023 46,683,209 119,562,466 297,410,326 463,656,001 3,298,019,708 939,882,914 378,289,212 4,616,191,834 
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Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total
Stage 1

(12-months 
ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total

BUSINESS LOANS

At 31 December 2021 96,460,460 50,887,046 179,450,189 326,797,695 2,832,784,866 625,745,352 245,050,842 3,703,581,060

New originated or purchased 53,702,284 36,411,902 - 90,114,186 6,052,432,689 180,979,051 -   6,233,411,740 

Derecognized during the period (42,255,403) (21,511,593) (31,189,785) (94,956,781) (5,687,561,105) (180,799,092) (66,768,190) (5,935,128,387)

- Transfers to Stage 1 1,467,894 (5,739,399) - (4,271,505)   125,053,586 (125,053,586)               -    - 

- Transfers to Stage 2  (41,028,927)     97,019,117 (1,474,638) 54,515,552 (737,014,414) 740,642,154 (3,627,740)  - 

- Transfers to Stage 3            -   (24,552,721) 55,558,024 31,005,303              -   (127,838,378) 127,838,378  - 

Changes in accrued interest  (277,116) 2,293,304    (2,960,215)   (944,027) 1,242,678 2,335,770 (3,709,193) (130,745)

Changes to models (9,468,097)   (14,119,872)    43,414,699 19,826,730 - - - -

Total movements with impact on 
credit loss allowance charge for 
the period

(37,859,365) 69,800,738 63,348,085 95,289,458 (245,846,566) 490,265,919 53,733,255 298,152,608

Movements without impact on credit loss allowance charge for the period:

Write-offs - - (121,029) (121,029) - - (121,029) (121,029)

Foreign exchange translation 
and other movements 35,808 10,502 1,278,887 1,325,197 2,096,527 36,655 1,195,258 3,328,440 

At 31 December 2022 58,636,903 120,698,286 243,956,132 423,291,321 2,589,034,827 1,116,047,926 299,858,326 4,004,941,079

Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total
Stage 1

(12-months 
ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total

CONSUMER LOANS

At 31 December 2022 16,288,031 19,650,911 94,537,608 130,476,550 2,471,674,621 300,255,615 116,178,161 2,888,108,397

New originated or purchased 34,658,779 4,963,289 - 39,622,068 6,428,009,620 69,603,918 - 6,497,613,538

Derecognized during the period (26,783,724) (5,316,167) (15,496,845) (47,596,736) (5,025,114,367) (149,862,481) (25,386,327) (5,200,363,175)

- Transfers to Stage 1 20,876 (782,880) - (762,004) 5,469,644 (5,469,644) - -

- Transfers to Stage 2 (748,090) 4,680,769 (3,167,132) 765,547 (54,693,056) 59,191,991 (4,498,935) -

- Transfers to Stage 3 - (3,167,128) 16,166,543 12,999,415 - (39,156,818) 39,156,818 -

Changes in accrued interest - 75,290 11,914 87,204 22,016,833 (287,587) 18,101 21,747,347

Changes to models assumptions 2,982,193 7,166,758 3,773,752 13,922,703 - - - -

Total movements with impact on 
credit loss allowance charge for 
the period

10,130,034 7,619,931 1,288,232 19,038,197 1,375,688,674 (65,980,621) 9,289,657 1,318,997,710

Movements without impact on credit loss allowance charge for the period:

Foreign exchange translation 
and other movements (26) - (281) (307) (3,423) (41) (494) (3,958)

At 31 December 2023 26,418,039 27,270,842 95,825,559 149,514,440 3,847,359,872 234,274,953 125,467,324 4,207,102,149
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Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total Stage 1
(12-months ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total

CONSUMER LOANS

At 31 December 2021 23,075,238 3,995,492 71,037,516 98,108,246 1,997,972,963 38,056,012 123,766,475 2,159,795,450

New originated or purchased 13,665,415 1,932,384 - 15,597,799 4,786,358,919 5,283,924 - 4,791,642,843

Derecognized during the period (7,271,861) (1,249,888) (17,913,122) (26,434,871) (3,945,889,802) (83,570,027) (40,361,948) (4,069,821,777)

- Transfers to Stage 1 26,602 (343,667) - (317,065) 2,649,475 (2,649,475) - -

- Transfers to Stage 2   (12,142,014) 20,441,118   (3,581,084) 4,718,020 (375,297,406) 381,490,666 (6,193,260) -

- Transfers to Stage 3 - (4,748,335) 18,207,896 13,459,561 - (40,294,198) 40,294,198 -

Changes in accrued interest (73,848) 116,516 8,306 50,974 5,828,669 1,933,717 15,039 7,777,425

Changes to models (991,913) (493,903) 28,141,919 26,656,103 - - - -

Total movements with impact on 
credit loss allowance charge for 
the period

(6,787,619) 15,654,225 24,863,915 33,730,521 473,649,855 262,194,607 (6,245,971) 729,598,491

Movements without impact on credit loss allowance charge for the period:

Write-offs - - (1,393,080) (1,393,080) - - (1,393,080) (1,393,080)
Foreign exchange translation 
and other movements 412 1,194 29,257 30,863 51,803 4,996 50,737 107,536

At 31 December 2022 16,288,031 19,650,911 94,537,608 130,476,550 2,471,674,621 300,255,615 116,178,161 2,888,108,397

Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total
Stage 1

(12-months 
ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total

AGRICULTURAL LOANS

At 31 December 2022 7,046,567 2,148,460 3,741,392 12,936,419 664,289,596 37,223,686 4,599,146 706,112,428

New originated or purchased 10,158,972 113,754 - 10,272,726 668,470,314 1,024,228 - 669,494,542

Derecognized during the period (11,027,934) (8,685,374) (1,050,280) (20,763,588) (653,872,141) (56,399,477) (3,525,209) (713,796,827)

- Transfers to Stage 1 413 (16,751) - (16,338) 527,382 (527,382) - -

- Transfers to Stage 2 (3,270,340) 37,091,554 (70,031) 33,751,183 (210,549,514) 210,637,708 (88,194) -

- Transfers to Stage 3 - (404,319) 2,934,330 2,530,011 - (6,810,191) 6,810,191 -

Changes in accrued interest - 694 1,943 2,637 (5,395,765) 6,289,596 3,552 897,383

Changes to models assumptions 115,573 250,283 200,547 566,403 - - - -

Total movements with impact on 
credit loss allowance charge for 
the period

(4,023,316) 28,349,841 2,016,509 26,343,034 (200,819,724) 154,214,482 3,200,340 (43,404,902)

At 31 December 2023 3,023,251 30,498,301 5,757,901 39,279,453 463,469,872 191,438,168 7,799,486 662,707,526 
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Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total
Stage 1

(12-months 
ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 

for credit 
impaired)

Total

AGRICULTURAL LOANS

At 31 December 2021 2,506,248 446,208 479,315 3,431,771 581,953,816 10,666,136 1,324,180 593,944,132

New originated or purchased 2,711,805 6,020 - 2,717,825 674,530,057 240,972 - 674,771,029

Derecognized during the period (1,569,308) (198,669) (329,061) (2,097,038) (561,172,913) (6,915,532) (550,321) (568,638,766)

- Transfers to Stage 1 520 (791) - (271) 416,235 (416,235) - -

- Transfers to Stage 2 (2,200,070) 2,645,409 - 445,339 (36,289,577) 36,289,577 - -

- Transfers to Stage 3 - (903,692) 1,649,833 746,141 - (3,834,283) 3,834,283 -

Changes in accrued interest (48,982) 39,921 358 (8,703) 4,851,978 1,193,051 498 6,045,527

Changes to models 5,646,354 114,054 1,950,441 7,710,849 - - - -

Total movements with impact on 
credit loss allowance charge for 
the period

4,540,319 1,702,252 3,271,571 9,514,142 82,335,780 26,557,550 3,284,460 112,177,790

Movements without impact on credit loss allowance charge for the period:

Write-offs - - (9,494) (9,494) - - (9,494) (9,494)

At 31 December 2022 7,046,567 2,148,460 3,741,392 12,936,419 664,289,596 37,223,686 4,599,146 706,112,428

Credit quality of gross carrying amounts as at 31 December 2023 and 31 December 2022:

31 December 2023 31 December 2022

PD range Business loans Consumer 
loans

Agricultural 
loans

Gross carrying 
amount Business loans Consumer 

loans
Agricultural 

loans
Gross carrying 

amount

Stage 1 from 0,00% to 
<0,15% 75,478,066 111,415,596 7,324,035 194,217,697 96,648,415 98,463,749 6,877,407 201,989,571

from 0,15% to 
<0,25% - 52,937,726 3,221,233 56,158,959 - 45,064,313 - 45,064,313

from 0,25% to 
<0,50% 63,979,173 - 1,580,183 65,559,356 63,868,347 55,812,919 5,320,841 125,002,107

from 0,50% to 
<0,75% 37,084,658 65,875,567 5,737,642 108,697,867 - 69,812,163 - 69,812,163

from 0,75% to 
<2,50% 368,333,322 665,920,336 91,992,601 1,126,246,259 248,768,640 2,196,953,755 88,886,223 2,534,608,618

from 2,50% to 
<10,0% 2,752,181,611 2,944,744,968 353,373,610 6,050,300,189 2,175,768,853 25,062 562,798,858 2,738,592,773

from 10,0% to 
<45,0% 284,202 234,407 19,753 538,362 33,261 1,187,563 155,982 1,376,806

from 45,0% to 
<64,0% 678,676 6,231,272 220,815 7,130,763 3,947,311 4,355,097 250,285 8,552,693

Total Stage 1 3,298,019,708 3,847,359,872 463,469,872 7,608,849,452 2,589,034,827 2,471,674,621 664,289,596 5,724,999,044

Stage 2 from 0,00% to 
<0,15% 15,568,104 1,377,953 3,899,163 20,845,220 14,848,516 702,225 732,057 16,282,798

from 0,15% to 
<0,25% - 93,103 1,761,621 1,854,724 - 63,146 - 63,146

from 0,25% to 
<0,50% 11,346,426 - 49,715 11,396,141 8,577,036 154,701 62,121 8,793,858

from 0,50% to 
<0,75% - 123,587 2,547,414 2,671,001 - 387,471 - 387,471

from 0,75% to 
<2,50% 42,535,966 2,638,063 24,571,496 69,745,525 29,747,144 3,040,778 821,953 33,609,875

from 2,50% to 
<10,0% 238,294,598 18,389,828 146,003,602 402,688,028 474,861,591 50,782,483 10,070,095 535,714,169

from 10,0% to 
<45,0% 520,442,146 135,156,853 9,450,519 665,049,518 486,684,892 182,978,985 22,615,318 692,279,195

above 45,0% 111,695,674 76,495,566 3,154,638 191,345,878 101,328,747 62,145,826 2,922,142 166,396,715

Total Stage 2 939,882,914 234,274,953 191,438,168 1,365,596,035 1,116,047,926 300,255,615 37,223,686 1,453,527,227
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31 December 2023 31 December 2022

Default period Business loans Consumer 
loans

Agricultural 
loans

Gross carrying 
amount Business loans Consumer 

loans
Agricultural 

loans
Gross carrying 

amount

Stage 3 up to 12 months 168,275,697 42,149,751 5,041,859 215,467,307 107,249,861 34,204,168 3,013,120 144,467,149

 from 13 to 24 months 75,375,202 19,274,186 1,317,104 95,966,492 46,286,911 17,220,672 210,221 63,717,804

 from 25 to 36 months 39,577,248 12,060,394 157,967 51,795,609 17,619,868 18,321,165 1,088,742 37,029,775

 from 37 to 48 months 13,878,624 12,876,022 1,043,861 27,798,507 9,425,754 27,650,351 44,870 37,120,975

 from 49 to 60 months 7,809,504 23,334,162 33,781 31,177,447 2,320,701 9,579,778 38,641 11,939,120

 from 61 to 84 months 42,030,163 10,666,945 15,023 52,712,131 66,470,642 5,600,293 69,601 72,140,536

 above 84 months 31,342,774 5,105,864 189,891 36,638,529 50,484,589 3,601,734 133,951 54,220,274

Total Stage 3 378,289,212 125,467,324 7,799,486 511,556,022 299,858,326 116,178,161 4,599,146 420,635,633

Economic sector risk concentrations within the customer loan portfolio are as follows:

31 December 2023 31 December 2022

Sector Amount % Amount %

Individuals 4,390,525,389 45% 3,159,939,182 40%

Trade and commerce 2,062,247,359 21% 1,673,187,356 21%

Construction 667,259,816 7% 655,176,274 8%

Processing 507,806,356 5% 440,099,237 5%

Agriculture 507,460,523 5% 407,036,155 5%

Small private enterprises 451,703,458 5% 738,707,336 9%

Transportation 253,918,805 3% 244,174,665 3%

Real estate 195,078,222 2% 170,945,393 2%

Mining 145,735,033 2% 133,561,039 2%

Health and social organizations 58,286,732 1% 50,939,719 1%

Other 429,403,056 4% 304,001,943 4%

TOTAL 9,669,424,749 100% 7,977,768,299 100%

Description of collateral held for loans to customers carried at amortised cost is as follows at 31 December 2023:

In thousands of MNT Business
loans

Consumer
loans

Agricultural
loans Total

Loans secured by credit enhancements:

- credit enhancement - 2,669,681,987 - 2,669,681,987

Loans collateralized by: 

- real estate properties 3,706,926,611 984,989,940 63,297,680 4,755,214,231

- other 213,315,151 67,489,765 578,446,303 859,251,219

- cash 139,196 361,072,539 1,498 361,213,233

- vehicles 273,737,677 53,183,789 12,692,987 339,614,453

- goods in turnover 219,492,427 742,436 17,244 220,252,107

- equipment 96,634,363 1,590,852 5,425,721 103,650,936

- licenses 6,059,929 - - 6,059,929

TOTAL 4,516,305,354 4,138,751,308 659,881,433 9,314,938,095

Unsecured loans 99,886,480 68,350,841 2,826,093 171,063,414
Total gross carrying value loans and advances to customers 4,616,191,834 4,207,102,149 662,707,526 9,486,001,509

Credit enhancements consist of the future income pledged by consumer loans including salary and pension. The disclosure above 
represents the lower of the carrying value of the loan or collateral taken; the remaining part is disclosed within the unsecured loans. The 
carrying value of loans was allocated based on liquidity of the assets taken as collateral.
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Description of collateral held for loans to customers carried at FVTPL is as follows at 31 December 2023:

In thousands of MNT 
Business

loans
Consumer

loans
Agricultural

loans Total

Loans collateralized by: 

- real estate properties - 182,464,112 - 182,464,112

Total - 182,464,112 - 182,464,112

Unsecured loans - 959,128 - 959,128

Total carrying value loans and advances to customers - 183,423,240 - 183,423,240

Description of collateral held for loans to customers carried at amortised cost is as follows at 31 December 2022:

In thousands of MNT 
Business

loans
Consumer

loans
Agricultural

loans Total

Loans secured by credit enhancements:

- credit enhancement - 1,716,073,479 - 1,716,073,479

Loans collateralized by:

- real estate properties 3,181,167,744 690,189,975 102,226,691 3,973,584,410

- vehicles 290,669,184 67,530,827 17,752,076 375,952,087

- cash 2,008,204 289,317,468 70,527 291,396,199
- goods in turnover 182,867,275 769,978 37,113 183,674,366

- equipment 51,897,857 1,384,751 7,582,280 60,864,888

- licenses 16,993,309 3,817 - 16,997,126

- other 197,700,277 23,584,585 576,232,878 797,517,740

Total 3,923,303,850 2,788,854,880 703,901,565 7,416,060,295

Unsecured loans 81,637,229 99,253,517 2,210,863 183,101,609

Total gross carrying value loans and advances to customers 4,004,941,079 2,888,108,397 706,112,428 7,599,161,904
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Description of collateral held for loans to customers carried at FVTPL is as follows at 31 December 2022:

In thousands of MNT 
Business

loans
Consumer

loans
Agricultural

loans Total

Loans collateralized by: 

- real estate properties 87,389,608 271,178,513 - 358,568,121

- vehicles 3,083,273 - - 3,083,273

- equipment 2,795,979 - - 2,795,979

- goods in turnover 5,490,731 - - 5,490,731

- other 7,521,974 - - 7,521,974

Total 106,281,565 271,178,513 - 377,460,078

Unsecured loans 494,045 652,272 - 1,146,317

Total carrying value loans and advances to customers 106,775,610 271,830,785 - 378,606,395

The extent to which collateral and other credit enhancements mitigate credit risk for financial assets carried at amortised cost that are 
credit impaired, is presented by disclosing collateral values separately for (i) those assets where collateral and other credit enhancements 
are equal to or exceed carrying value of the asset (over-collateralised assets) and (ii) those assets where collateral and other credit 
enhancements are less than the carrying value of the asset (under-collateralised assets). The effect of collateral on credit impaired assets 
at 31 December 2023 and 31 December 2022 is as follows: 

Over-collateralised assets Under-collateralised assets

In thousands of MNT 
Carrying value of 

the assets Value of collateral
Carrying value of 

the assets Value of collateral

31 December 2023

Business loans 346,260,495 1,661,422,915 32,028,717 6,887,278

Consumer loans 92,614,468 313,759,823 32,852,856 8,270,919

Agricultural loans 7,629,549 221,243,492 169,937 127,864

31 December 2022

Business loans 283,904,467 1,098,280,770 15,953,858 9,453,717

Consumer loans 81,600,344 283,112,672 34,577,816 8,538,040

Agricultural loans 4,554,270 63,134,795 44,877 7,350

Transferred financial assets that are derecognised in their entirety

During the year, the Bank sold 100% of its rights to the cash flows arising on portfolios of fixed rate mortgage loans to wholly owned 
special purpose companies of MIK Holding JSC (“MIK”) in exchange for Residential Mortgage Backed Securities (“RMBS”). The Bank 
derecognised loan portfolios amounting to MNT 282,931,600 thousands (31 December 2022: MNT 173,674,600 thousands) and 
recognised Senior and Junior RMBS as financial assets amounting to MNT 254,638,300 thousands and MNT 28,293,300 thousands 
respectively (31 December 2022: MNT 156,306,800 thousands and MNT 17,367,800 thousands respectively).

During the year, the Bank sold 100% of its rights of the cash flows arising on loan portfolios to wholly owned special purpose companies 
of Securities Financing Corporation in exchange for asset backed securities. The Bank derecognised loan portfolios amounting to MNT 
51,834,000 thousands (31 December 2022: MNT 170,059,600 thousands) and recognised Senior and Junior SFC bonds as financial 
assets amounting to MNT 41,467,200 thousands and MNT 10,366,800 thousands respectively (31 December 2022: MNT 153,053,600 
thousands and MNT 17,006,000 thousands respectively).

Loans and advances to customers at FVTPL

As at 31 December 2023, the Bank holds mortgage portfolio of loans and advances to customers in amount of MNT 183,423,240 
thousands (31 December 2022: MNT 271,830,785 thousands) and no SME loan portfolio (31 December 2022: MNT 106,775,610 
thousands) classified as FVTPL.
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14.  Other assets

In thousands of MNT 31 December 2023 31 December 2022

Other financial assets at AC 

Receivable from companies* 29,354,246 28,290,592

Receivable from individuals 2,070,469 2,308,325

Receivable on settlement service 971,101 720,036

Other financial assets 2,046,074 161,178

Less: Credit loss allowance (28,279,462) (28,777,085)

Total other financial assets at AC 6,162,428 2,703,046

Other non-financial assets

Deferred employee benefits** 48,702,730 42,599,476

Prepaid expenses 24,683,139 13,154,824

Prepayments for non-current assets 17,767,756 10,310,228

Other prepayments 5,236,294 3,098,028

Office supplies and materials 5,150,905 4,495,841

Repossessed collaterals 4,612,381 383,822

Total non-financial assets 106,153,205 74,042,219

Less: provision for repossessed collaterals (4,612,381) (383,822)

Total other non-financial assets 101,540,824 73,658,397

Total other assets 107,703,252 76,361,443

*Receivable from companies includes a counter-guarantee receivable from Industrial and Commercial Bank of China (ICBC) in relation 
to a guarantee issued to Ministry of Road and Transport Development of Mongolia amounting to MNT 26,080,005 thousands (31 
December 2022: 26,339,300 thousands). The Bank was not able to activate the guarantee provided by ICBC, therefore initiated a 
lawsuit. The case is currently at Supreme Court in China and the Bank has recognized 100% provision for the receivable. 

As of 31 December 2023, and 31 December 2022, the above mentioned receivable from ICBC is classified in Stage 3, and the remaining 
other financial asset balances are classified in Stage 1. 

**The Bank issues loans to its employees at preferential rates. Fair value adjustments at initial recognition were recognised as deferred 
employee benefits and are amortised according to the terms of the loan.

A reconciliation of the allowance for impairment losses is as follows:

In thousands of MNT 31 December 2023 31 December 2022

Impairment allowance on other receivables

At 1 January 28,777,085 23,562,969

Charge for the year 217,836 878,205

Reversal (438,156) (4,857)

Net (reversal)/charge for the year (Note 30) (220,320) 873,348

Write off - (405,684)

Foreign exchange difference (277,303) 4,746,452

At 31 December 28,279,462 28,777,085

Impairment allowance on foreclosed properties

At 1 January 383,822 462,634

Net charge/(reversal) for the year (Note 30) 4,228,559 (78,812)

At 31 December 4,612,381 383,822
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15.  Property and equipment

In thousands of MNT
Land and
buildings

Computer
hardware

Office furniture, 
equipment, and 

motor vehicles
Construction-in

-progress Total

At 31 December 2023

At cost/valuation

At 1 January 2023 301,845,593 293,170,395 69,869,713 7,237,714 672,123,415

Additions - 35,449,735 5,014,375 13,274,904 53,739,014

Transfer 10,768,995 - - (10,768,995) -

Disposals (60,275) (575,437) (2,531,929) - (3,167,641)

Write-offs (674,231) (23,721,691) (1,069,853) - (25,465,775)

At 31 December 2023 311,880,082 304,323,002 71,282,306 9,743,623 697,229,013

Accumulated 
depreciation

At 1 January 2023 12,034,815 172,869,953 31,724,901 - 216,629,669

Charge for the year (Note 
31)

6,419,136 41,198,335 8,059,032 - 55,676,503

Disposals (4,000) (562,601) (2,402,616) - (2,969,217)

Write-offs (74,333) (23,651,260) (751,522) - (24,477,115)

At 31 December 2023 18,375,618 189,854,427 36,629,795 - 244,859,840

Net carrying amount 293,504,464 114,468,575 34,652,511 9,743,623 452,369,173

In thousands of MNT
Land and
buildings

Computer
hardware

Office furniture, 
equipment, and 

motor vehicles
Construction-in

-progress Total

At 31 December 2022

At cost/valuation

At 1 January 2022 289,372,721 262,676,600 64,058,288 17,421,799 633,529,408

Additions - 41,735,637 10,947,682 4,243,415 56,926,734

Transfer 12,857,323 - - (12,857,323) -

Disposals (372,236) (224,795) (864,719) (1,432,532) (2,894,282)

Write-offs (12,215) (11,017,047) (4,271,538) (137,645) (15,438,445)

At 31 December 2022 301,845,593 293,170,395 69,869,713 7,237,714 672,123,415

Accumulated 
depreciation

At 1 January 2022 6,173,605 142,338,827 29,421,884 - 177,934,316

Charge for the year (Note 
31)

5,954,516 41,716,042 6,818,705 - 54,489,263

Disposals (89,413) (208,578) (807,029) - (1,105,020)

Write-offs (3,893) (10,976,338) (3,708,659) - (14,688,890)

At 31 December 2022 12,034,815 172,869,953 31,724,901 - 216,629,669

Net carrying amount 289,810,778 120,300,442 38,144,812 7,237,714 455,493,746
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Premises are stated at revalued amounts, as described below, less accumulated depreciation and provision for impairment, where 
required.

Premises are initially measured at cost and are subject to revaluation with sufficient regularity to ensure that the carrying amount does 
not differ materially from that which would be determined using fair value at the end of the reporting period. Increases in the carrying 
amount arising on revaluation are credited to other comprehensive income and increase the revaluation surplus in equity. Decreases 
that offset previous increases of the same asset are recognised in other comprehensive income and decrease the previously recognised 
revaluation surplus in equity; all other decreases are charged to profit or loss for the year. The revaluation reserve for premises included 
in equity is transferred directly to retained earnings when the revaluation surplus is realised on the retirement or disposal of the asset, or 
as the asset is used by the Bank; in the latter case, the amount of the surplus realised is the difference between depreciation based on 
the revalued carrying amount of the asset and depreciation based on the asset’s original cost.

Equipment owned by the Bank is stated at cost less depreciation and provision for impairment, where required. 

Depreciation. Constructions in progress are not depreciated. Depreciation of other items of premises and equipment and right-of-use 
assets is calculated using the straight-line method to allocate their cost or revalued amounts to their residual values over their estimated 
useful lives:

Useful lives in years

Premises 30-67

Computer and hardwares 3-10

Office furniture and equipments 10

Motor vehicles 10

Right-of use assets 1-5

Advertisement and signs 2 years 

Land and buildings are carried at fair value. Revalued amounts of the Bank’s premises are determined based on reports of independent 
appraisers, who hold recognized and relevant professional qualification and who have recent experience in valuation of property 
of similar location and category. The last valuation by independent appraisers were performed in 2020. Had these buildings been 
recognised under the cost model as at 31 December 2023, the carrying amount of land and buildings would have been MNT 202,653,842 
thousands (2022: MNT 206,916,085 thousands). As at 31 December 2023, the Bank had contractual commitments to acquire property 
and equipment of MNT 1,025,293 thousands (2022: MNT 2,585,144 thousands).

16.  Intangible assets

31 December 2023 31 December 2022

In thousands of MNT
Computer 

software Total Computer 
software

Assets under 
development Total

At cost

At 1 January 93,112,463 93,112,463 100,980,472  11,033,072   112,013,544
Additions 15,536,085  15,536,085 6,535,092  9,979,359   16,514,451
Transfer - - 21,012,431 (21,012,431) -
Write-offs (20,000) (20,000) (35,415,532) - (35,415,532)
At 31 December 108,628,548 108,628,548 93,112,463 -   93,112,463
Amortisation

At 1 January 46,826,439  46,826,439 57,248,741 -   57,248,741

Charge for the year (Note 31) 18,292,815  18,292,815  20,643,564  -   20,643,564 

Write-offs (20,000)  (20,000)  (31,065,866)  -   (31,065,866) 

At 31 December 65,099,254  65,099,254 46,826,439  -   46,826,439

Net carrying amount 43,529,294  43,529,294 46,286,024  -   46,286,024 
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During 2022, Intangible assets comprising software and licenses with the cost of MNT 35,415,532 thousands and accumulated 
amortisation of MNT 31,065,865 thousands have been written-off during the year as the Bank had stopped using these assets.

17.  Right-of-use assets and lease liability

In thousands of MNT Right-of-use assets Lease liabilities

As at 1 January 2023 10,202,947 11,231,249

Additions 10,350,729 10,215,762

Depreciation expense (Note 31) (8,438,579) – 

Interest expense (Note 27) –   1,966,273

Payments –   (10,376,943)

As at 31 December 2023 12,115,097 13,036,341

As at 1 January 2022 10,086,653   11,085,695  

Additions 7,740,030 7,778,978

Depreciation expense (Note 31) (7,623,736) – 

Interest expense (Note 27) –   1,798,399

Payments –   (9,431,823)

As at 31 December 2022 10,202,947 11,231,249

The maturity analysis of lease liabilities are disclosed in Note 41.

The Bank leases various spaces for branch offices. Rental contracts are typically made for fixed periods of 1 year to 3 years.

The amounts recognised in profit or loss in relation to leases are as follows:

In thousands of MNT 2023 2022

Interest expenses on lease liabilities 1,966,273 1,798,399

Depreciation charge of right-of-use assets 8,438,579 7,623,736

Expenses relating to short-term leases 1,687,294 1,543,698

Variable lease payments that do not depend on index or rates (Utility expense of Oper-
ating expenses) 1,375,518 1,081,451

Total 13,467,664 12,047,284

18.  Non-current assets classified as held for sale

Non-current assets classified as held for sale were previously classified as repossessed collaterals, acquired by the Bank in settlement of 
overdue loans. Management approved a plan to sell non-current assets on each transfer of asset. The Bank is actively marketing these 
assets and expects the sale to complete within 12 months.

In thousands of MNT 31 December 2023 31 December 2022

Office and commercial spaces 389,140 3,480,567

Total 389,140 3,480,567

During 2023, MNT 3,480,567 thousands of asset was transferred back to repossessed collaterals from non-current assets held for sale, as 
the sales of the asset was not successful in the past 12 months and the Bank is expecting the sales would not happen in the foreseeable 
future. MNT 389,140 thousands of assets were transferred from property and equipment to non-current asset held for sale in 2023.
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19.  Due to other banks

In thousands of MNT 31 December 2023 31 December 2022

Current accounts from banks and financial institutions 38,985,374 15,884,992

Time deposits from banks and financial institutions 189,137,834 175,195,290

Total 228,123,208 191,080,282

Amounts due to other banks are recorded when money or other assets are advanced to the Bank by counterparty banks. 

The non-derivative liability is carried at AC. If the Bank purchases its own debt, the liability is removed from the statement of financial 
position and the difference between the carrying amount of the liability and the consideration paid is included in gains or losses arising 
from early repayment of debt.

At 31 December 2023 and 2022, due to banks included time deposit with foreign banks, at interest rates ranging from 0.25% p.a. for 
deposits denominated in USD and 12.00% to 13.00% p.a. for deposits denominated in MNT (2022: 0.50% to 1.00% p.a. for deposits 
denominated in USD and 12.00% to 13.00% p.a. for deposits denominated in MNT) with original maturities from 5 to 7 days (2022: 
from 3 to 28 days).

20.  Repurchase agreements

Included in the balance as at 31 December 2023 was long-term repurchase agreement with the BoM amount of MNT 60,182,082 
thousands (2022: MNT 307,037,286 thousands) bearing interest rate ranging from 10.5% to 14.0% p.a. (2022: 6% to 10.5% p.a.) with 
original maturities from 365 to 730 days (2022: 730 days). The agreements were conducted under government program aimed to 
mitigate the adverse effect of the pandemic to the economy, based on which the Bank shall disburse SME loans to eligible customers 
(Note 13) and shall sell these loans to wholly owned special purpose companies of Securities Financing Corporation LLC in return for 
asset backed bonds. 

As at 31 December 2023 there were no short term repurchase agreement with the BoM (31 December 2022: MNT 60,230,043 thousands 
and sold an equal amount of unquoted BoM bills). 	

Long-term repurchase agreements are fully collateralized by the Bank of Mongolia treasury bills and Senior SFC bonds disclosed in 
Note 7 and Note 10.

21.  Customer accounts

In thousands of MNT 31 December 2023 31 December 2022

Government deposits

– Current accounts 782,924,965 1,121,728,152

– Time deposits 61,428,516 50,728,680

Private sector deposits

– Current accounts 1,952,557,881 1,781,408,671

– Time deposits 911,714,581 375,005,500

– Deposits as collateral 25,801,830 26,265,979

Individual deposits

– Current accounts 1,916,581,982 1,798,621,925

– Demand deposits 1,690,588,385 1,155,771,758

– Time deposits 5,036,673,855 4,621,257,691

Total 12,378,271,995 10,930,788,356

Customer accounts are non-derivative liabilities to individuals, state or corporate customers and are carried at AC.
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22.  Debt securities in issue 

Debt securities in issue include promissory notes, bonds, certificates of deposit and debentures issued by the Bank. Debt securities are 
stated at AC.

International Green Bond

On 16 March 2023, the Bank issued a Green Bond in an amount of USD 60 million with 5 year term via private placement. International 
Finance Corporation (IFC), Dutch Entrepreneurial Development Bank (FMO) and Microvest Capital Management (MCM) are the current 
bond holders. The bond proceeds are for funding eligible green loans and projects that support renewable energy, energy efficiency, 
green buildings, pollution prevention and control, water management and water treatment, sustainable agriculture and livestock, and 
clean transport as defined in the Bank’s Green Bond Framework. The bond is to be settled semi-annually starting April 2025 and shall 
mature in April 2028.  

Domestic “Green bond program”

On 13 June 2023, the Bank registered its first domestic “Green bond program” with the Financial Regulatory Commission (FRC) and 
obtained its approval to issue a green bond at the Mongolian Stock Exchange. The total size of the bond program is up to USD 30 
million, comprising of a MNT denominated public offering (MNT Green Bond) of up to MNT 17,000,000 thousands (equivalent to USD 
5 million) and a USD denominated offering (USD Green Bond) of up to USD 25 million for international strategic investors.

On 15 December 2023, the Bank successfully issued MNT Green bond of MNT 17,000,000 thousands as a first tranche under the Green 
bond program. The MNT green bond has a 3-year tenor and carries a fixed coupon interest rate of 16% per annum, payable semi-
annually. The proceeds from bond issuance are exclusively for financing or refinancing projects and activities (the Green eligible loans) 
that seek to achieve positive environmental impacts, and a notable contribution to climate change mitigation.
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23.  Other borrowed funds

In thousands of MNT 31 December 2023 31 December 2022

Borrowed funds from foreign financial institutions

International Finance Corporation and syndication arranged by IFC 459,255,327 -

The Netherlands Development Finance Company (FMO) and syndication arranged by 
FMO 377,032,840 522,600,605

European Bank for Reconstruction and Development (EBRD) 269,664,034 120,323,490

Incofin 129,366,035 61,963,469

Symbiotics SA 117,675,399 83,041,504

BlueOrchard 93,292,234 151,534,935

ResponsAbility AG 89,367,530 89,436,918

Oesterreichische Entwicklungsbank (OeEB) 58,566,151 84,169,703

Promissory notes 55,273,188 62,367,927

Developing World Markets 41,339,381 41,198,363

HS Holdings Co.Ltd 35,311,033 60,173,259
GLS Alternative investments 16,992,626 33,612,020

Bank im Bistum Essen EG 14,281,055 19,207,271

Total borrowed funds from foreign financial Institutions 1,757,416,833 1,329,629,464

Borrowed funds from government organizations

Bank of Mongolia 207,395,386 344,764,370

Ministry of Finance/Japan Bank for International Cooperation 32,505,970 32,954,063

Ministry of Finance - Asian Development Bank 31,399,511 29,545,540

Ministry of Food, Agriculture and Light Industry 4,854,719 9,808,986

Ministry of Finance - other 3,369,715 5,714,715

Ministry of Labour and Social Welfare - Small Loan supporting the Labour market 3,387,153 5,048,658

Government projects 1,072,449 1,101,127

Education Loan Fund under Ministry of Education, Culture, Science and Sports 87,582 214,947

Other government organizations 168,337 168,337

Other project 692,962 708,323

Total borrowed funds from government organizations 284,933,784 430,029,066

Trade finances 79,371,253 17,274,187

Total borrowed funds 2,121,721,870 1,776,932,717

Borrowed funds include loans obtained from international financial institutions and Mongolian government organisations. After initial 
measurement, debt issued and other borrowed funds are subsequently measured at amortised cost using the EIR method. Amortised 
cost is calculated by taking into account any discount or premium on issued funds, and costs that are an integral part of the EIR.

Borrowed funds from foreign financial institutions

1. (IFC) International Finance Corporation 

The Bank obtained USD 130 million from IFC (International Finance Corporation) on 19 January 2023, in accordance with the Syndicated 
Senior Loan Agreement signed on 23 December 2022. The purpose of the loan is to support micro, small and medium enterprises, of 
which at least fifty percent shall be used exclusively to support Women-owned small and medium enterprises. The loan has floating 
interest rate, 2-years grace period and equal amortizing repayments thereafter and shall mature on 19 January 2028.
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2. Incofin Investment Management

On 13 April 2023, the Bank entered into USD 5 million loan agreement with agRIF Coöperatief U.A. fund, a fund managed by Incofin 
Investment Management. The purpose of the fund is to support micro, small and medium enterprises in Mongolia. The loan has a bullet 
repayment and shall mature on 21 April 2025. The Bank obtained the funds on 20 April 2023. 

On 28 June 2023, the Bank entered into a total of USD 15 million loan agreements with two funds managed by Incofin Investment 
Management. The purpose of the loan is to support micro, small, and medium enterprises in Mongolia. The loan has a tenor of 3 years, 
with two equal repayments in 24th and 36th months. The Bank received the funds on 30 June 2023.

3. Symbiotics

On 21 April 2023, the Bank entered into USD 10 million loan agreement with MSME Bonds S.A. fund, managed by Symbiotics. The fund 
was raised through the gender-focused bond issued via Symbiotics sponsored bond issuance platform (MSME Bonds S.A.) under its 
Sustainable Bond Framework. The bond is listed on the Securities Official List of the Luxembourg Stock Exchange and displayed with the 
gender-focused bond flag on Luxembourg Green Exchange. The purpose of the loan is to support women owned small and medium 
enterprises in Mongolia. The loan has a bullet repayment and shall mature on 26 October 2024. The Bank obtained the funds on 26 
April 2023.

4. European Bank for Reconstruction and Development (EBRD)

On 17 May 2023, the Bank entered into USD 20 million loan agreement with EBRD. The purpose of the loan is to support women-owned 
and women-led micro, small, and medium business clients and women entrepreneurs in Mongolia. Up to USD 5 million of the total 
facility is earmarked for supporting businesses that are implementing digitalization projects. The loan has a tenor of 3 years, including 
12-month grace period followed by semi-annual equal payments thereafter. The first tranche of USD 10 million was disbursed in July 
2023.

On 30 May 2023, the Bank obtained USD 5 million from EBRD in accordance with the Loan Agreement signed on 19 October 2022 as 
the second tranche. The purpose of the loan is to support women-owned and women-led micro, small, and medium business clients and 
women entrepreneurs in Mongolia. The loan has a tenor of 3 years including one-year grace period and equal amortizing repayments 
thereafter.

On 5 October 2023, the Bank obtained USD 30 million from EBRD in accordance with the Loan Agreement signed on 19 October 2022 
as the second tranche in October, 2023. The purpose of the loan is to finance eligible green loan projects in Mongolia. The loan has a 
tenor of 5 years and shall mature on 30 November 2028.

5. ResponsAbility Investments AG

On 27 October 2023, the Bank entered into a USD 3.5 million loan agreement with “MultiConcept Fund Management S.A”, a fund 
managed by responsAbility Investments AG. The loan proceeds will be used towards the Bank’s lending activities to our clients. The loan 
has a tenor of 3 years, with two equal repayments in 18th and 36th months. The Bank obtained the funds on 30 October 2023.  

On 27 October 2023, the Bank entered into a USD 4.25 million loan agreement with “Financing for healthier lives DAC” and the funding 
is provided through a social bond issued by responsAbility Investments AG. The purpose of the loan is to support MSMEs, and/or low-
income households, in rural or lower-income urban areas and/or projects relating to access to safe, reliable and sustainable water 
supply, and/or improved sanitation, and/or transport and treatment of waste in sewage facilities. The loan has a tenor of 3 years and 
a bullet repayment. The Bank obtained the funds on 30 October 2023. 

6. Repayments

During the year, the Bank made principal repayments of USD 93.2 million in senior loans and promissory notes in accordance with the 
repayment schedules as per respective loan agreements and promissory note agreements.

Principal amount and interest payment of USD 3.9 million to be repaid to FMO as Agent under the Syndicated Term Facility Agreements 
has been postponed which was initiated by the Lender.

Trade finances

During the period, repayment of MNT 18,669 million were made and additional funding of MNT 81,222 million was received. Trade 
finances are all denominated in foreign currencies, mainly in USD and EUR and bear annual interest rates ranging between base rate 
plus margin of 0.60% to 5.96% per annum and have maturity dates of up to 6 years.



128

Borrowed funds from government organizations

In relation to loans obtained from government organizations, following major repayments were made and new funding was received 
during the period ended 31 December 2023:

Bank of Mongolia

Mortgage funding program

Under the Mortgage funding program, the Bank receives funding from BoM, which bears interest rate of 1% - 2% p.a. and the Bank 
then issues mortgage loans at the interest rate of 3%- 6% p.a. As of 31 December 2023, the Bank received additional mortgage loan 
funding in amount of MNT 121,017,763 thousands. 

Germany KfW bank’s project loan for SME development

On April 2002, the Government of Mongolia and Germany KfW bank entered into Loan Agreements for Development of SMEs in 
manufacturing, agriculture and support of financial sector. As part of this agreement, the Bank and Bank of Mongolia signed a Loan 
Agreement on 16 September 2020, the Bank obtained funds totalling to MNT 3.2 billion. The loan bears annual interest rate of 5% and 
the outstanding balance as of 31 December 2023 was MNT 1.1 billion. 

Fuel reserve loan

Project loan for fuel reserve is being implemented in cooperation with Bank of Mongolia and Ministry of Mining and Heavy Industry, and 
Master Agreement was concluded in September 2022. In accordance with Credit Risk Officer Resolution No.05/430, refinancing loans 
for fuel reserve purposes will be disbursed. The loan bears annual interest rate of 14% and the outstanding balance as of 31 December 
2023 was MNT 41.9 billion. The funds shall mature in December 2024.

Gold-2 program project loan

Project loan for Gold-2 program /Advance payment and long term/ is being implemented in cooperation with Bank of Mongolia, 
Master Agreement was concluded in June 2020. The advance payment loan was matured in December 2022, the long-term financing 
loan project has 2 loaners remained and the last loan shall mature in September 2025.

Ministry of Finance/Japan Bank for International Cooperation

In accordance with Appendix 1 of the loan agreement entered between the Government of Mongolia and Japan International 
Cooperation Agency (JICA), JICA agreed to lend JPY 5 billion for purpose of financing the "Two–Step Loan Project for Small and 
Medium Scaled Enterprises Development and Environmental Protection". As part of this agreement, the Bank had received MNT 77,423 
million and USD 3.2 million in total on 14 May 2007. For MNT loans, annual interest rate equals to previous 12 month's average demand 
deposit interest rate for commercial banks announced by Bank of Mongolia and for USD loans, equivalent to USD 6 month Libor rate 
plus margin 1%. As of 31 December 2023, the loans had outstanding balances of MNT 32,506 million (2022: MNT 32,954 million). The 
MNT funds shall mature in 2033.

Ministry of Finance - Asian Development Bank

Agriculture and Rural Development Project (ADB)

On 28 October 2015, the Government of Mongolia and ADB entered into Additional Financing Agreements no.3287 MON and 3288 
MON (SF) for Agriculture and Rural Development Project. As part of this additional agreement, the Bank and MOF signed a Financing 
Loan Agreement on 5 May 2016 and as of reporting date, the Bank obtained funds totalling to MNT 35,288 million, which has been 
disbursed as loans for production of agricultural goods. The loan bears annual interest rate of 4.5% and the outstanding balance as of 
31 December 2023 was MNT 22,930 million.

Credit guarantee fund of Mongolia

The Bank signed a ‘Credit guarantee general agreement’ with Credit Guarantee fund of Mongolia to implement a “To diversify the 
economy and increase employment by improving credit guarantee system” project loan of Asian development bank. Under the project 
loan, the Bank received MNT 9.6 billion project loan and the funding cost is 5% per annum. As of 31 December 2023, the outstanding 
balance was MNT 7.2 billion. The funds shall mature in August 2033.

Income support program

The Bank signed the Agreement to disburse the purpose of promoting household revenue of residents in target areas determined 
by Good Neighbours International NGO as well as enhancing their living quality and social and economic capacity with the Good 
Neighbors Mongolia on 6 October 2023. The funding cost is 3% per annum. As of 31 December 2023, the outstanding is MNT 1.2 billion. 
The funds shall mature in October 2025.
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Ministry of Labor and Social Welfare – Employment Support Fund

(i) Small Loan to supporting the Labour market

The Bank signed the “Agreement to disburse small SME loans under the Pilot labour market support program” with the General Authority 
of Labour and Social Welfare on 22 October 2020. The funding cost is 6.77% per annum. As of 31 December 2023, the outstanding is 
MNT 586.9 million. The funds shall mature in October 2024.

(ii) Small Loan to supporting the Labour market

The Bank signed the “Agreement to disburse small SME loans under the Pilot labour market support program” with the General 
Authority of Labour and Social Welfare on 26 December 2022. The funding cost is 4.4% per annum. As of 31 December 2023, the 
outstanding is MNT 3.35 billion. The funds shall mature in December 2025.

Ministry of Food, Agriculture and Light Industry 

Long term soft loan of SME Development Fund

The Bank signed a “General term and cooperation agreement” with the Ministry of Food, Agriculture and Light Industry on 2 August 
2019. Under the project, the Bank received MNT 21 billion project loan and the funding cost is 1.8% per annum. As of 31 December 2023, 
the outstanding balance is MNT 4.85 billion. The funds shall mature in July 2025.

Market and and Pasture management development

The Bank signed a “Cooperation agreement” with the International Fund for Agricultural Development and Ministry of Finance on 15 
May 2020. Under the project, the Bank received MNT 2.7 billion project loan and the funding cost is 5% per annum. As of 31 December 
2023, the outstanding balance is MNT 2.77 billion.

All borrowings are unsecured.

Most of the borrowing agreements require compliance with certain debt covenants, which can be grouped into the following categories: 

•	 capital related ratios (such as risk weighted capital adequacy tier 1 capital ratio);

•	 financial risks related ratios (such as single and aggregate foreign currency open position, liquidity ratio, and interest coverage ratio);

•	 credit related ratios (such as single largest borrowers to the equity ratio, related party lending ratio and aggregate large exposures 
ratio, non-performing loans to total loan ratio, open loan exposure ratio and write off ratio);

•	 other ratios (cost to income ratio, loan to deposit ratio, Min ROA, and Min ROE).

The Bank was in compliance with covenants at 31 December 2023 and 31 December 2022.

24.  Other liabilities

In thousands of MNT 31 December 2023 31 December 2022

Other financial liabilities:

Liabilities for settlement of transactions 79,774,247 58,248,972

Payables and accrued expenses 37,372,135 34,910,447

Temporary card payables 31,960,367 35,796,352

Allowance for off balance commitments (Note 36) 12,534,864 6,206,949

Other non-financial liabilities:

Salary payables 19,666,057 10,066,639

Tax payables other than income tax 9,700,389 937,273

Deferred revenue 643,756 316,577
Total other liabilities 191,651,815 146,483,209

Delay on clearing settlement account and temporary card payables are mainly related to the amount of payables on cash and 
settlements services. Related balances were settled on next working day.
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25.  Share capital, other reserves and dividends

Share Capital

Number of shares authorised, issued and fully paid Amount

31 December 2023 31 December 2022 31 December 2023
MNT’000

31 December 2022
MNT’000

Total Ordinary shares 1,912,198,000 1,720,978,200 191,219,800 172,097,820
Share premium - - 164,257,808 -

Net shares at year end 1,912,198,000 1,720,978,200 355,477,608 172,097,820

The Bank has launched an initial public offering (IPO) of its shares through the Mongolian Stock Exchange (MSE) between 13 - 19 April 
2023. The Bank’s IPO has successfully concluded with oversubscription of 183%. On 22 June 2023, the BoM has approved the request 
of the Bank to book IPO funds in the Bank’s equity. Upon approval from the BoM, the IPO proceeds of MNT 183,379,788 thousands 
were recorded in equity. Out of which, MNT 19,121,980 thousands accounted as an increase in ordinary shares at a nominal value of 
MNT 100, while the remaining MNT 164,257,808 thousands accounted as share premium, as the difference between share price at IPO 
and nominal value. As approved by the BoM on 22 March 2023, the Bank distributed dividends to the shareholders in amount of MNT 
180,702,711 thousands.

The shareholders of the Bank as of 31 December 2023 and 31 December 2022 and percentage of ownership are as follows:

31 December 2023 31 December 2022

HS Holdings Co. Ltd 40.99% 45.55%

Tavan Bogd Trade Co. Ltd 22.78% 25.31%

Khulan D. 13.22% 14.69%

H.S. International (Asia) Ltd 8.78% 9.75%

Employees 4.23% 4.70%

Public 10.00% -

Total ordinary shares 100.00% 100.00%

Other reserves

In thousands of MNT
Cash flow hedge 

reserve
FVOCI

reserve
Asset revaluation 

reserve
Total other

reserves

At 31 December 2023

At 1 January 2023 (10,420,015) (3,452,623) 88,384,098 74,511,460

Depreciation –   –   (2,201,645) (2,201,645)

Unrealised loss on FVOCI investments –   9,843,033 –   9,843,033

Fair value loss on hedging instruments (Note 
12) (18,255,772) –   –   (18,255,772)

Revaluation on hedging instrument reclassi-
fied to profit or loss against hedged item 21,318,201 –   –   21,318,201

Net realised loss reclassified to profit or loss 7,190,948 –   –   7,190,948

Net charge for expected credit losses on debt 
instruments at FVOCI –  (217,284) –  (217,284)

Deferred tax asset recognised in OCI (Note 
32.2) (2,563,344) (2,406,437) –   (4,969,781)

Net movement to other comprehensive 
income 7,690,033 7,219,312 (2,201,645) 12,707,700

At 31 December 2023 (2,729,982) 3,766,689 86,182,453 87,219,160
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In thousands of MNT
Cash flow hedge 

reserve
FVOCI

reserve
Asset revaluation 

reserve
Total other

reserves

At 31 December 2022

At 1 January 2022 (1,670,161) 5,564,266   90,384,720   94,278,825  

Depreciation –   –   (2,000,622) (2,000,622)

Unrealised loss on FVOCI investments –   (12,022,518) –   (12,022,518)

Fair value gain on hedging instruments (Note 
12) 81,958,751 –   –   81,958,751

Revaluation on hedging instrument reclassi-
fied to profit or loss against hedged item        (94,832,472) –   –          (94,832,472)

Net realised loss reclassified to profit or loss 1,207,248 –   –   1,207,248

Deferred tax asset recognised in OCI (Note 
32.2) 2,916,619   3,005,629   –   5,922,248

Net movement to other comprehensive 
income (8,749,854)  (9,016,889) (2,000,622)   (19,767,365) 

At 31 December 2022 (10,420,015)   (3,452,623)   88,384,098   74,511,460  

26.  Interest and similar income

In thousands of MNT 2023 2022

Interest income calculated using the effective interest method

Loans and advances to customers 1,376,822,871 1,073,427,355  

Cash and cash equivalent 400,713,505 204,955,610  

Debt instruments at AC 76,713,503 40,739,993  

Debt instruments at FVOCI 8,560,941 8,268,189  

Due from banks 2,004,373 -  

Total interest income calculated using the effective interest method 1,864,815,193   1,327,391,147  

Other similar interest income 

In thousands of MNT 2023 2022

Debt instruments at FVTPL 29,093,144 17,339,939

Loans and advances to customers at FVTPL 14,321,295 22,634,596

Total other similar interest income 43,414,439 39,974,535

Interest income and expense are recorded for all debt instruments other than those at FVTPL, on an accrual basis using the effective 
interest method. This method defers, as part of interest income or expense, all fees paid or received between the parties to the contract 
that are an integral part of the effective interest rate, transaction costs and all other premiums or discounts. Interest income on debt 
instruments at FVTPL calculated at nominal interest rate is presented within ‘other similar income’ line in profit or loss. 

Fees integral to the effective interest rate include origination fees received or paid by the entity relating to the creation or acquisition of a 
financial asset or issuance of a financial liability, for example fees for evaluating creditworthiness, evaluating and recording guarantees 
or collateral, negotiating the terms of the instrument and for processing transaction documents. Commitment fees received by the 
Bank to originate loans at market interest rates are integral to the effective interest rate if it is probable that the Bank will enter into a 
specific lending arrangement and does not expect to sell the resulting loan shortly after origination. The Bank does not designate loan 
commitments as financial liabilities at FVTPL.

For financial assets that are originated or purchased credit-impaired, the effective interest rate is the rate that discounts the expected 
cash flows (including the initial expected credit losses) to the fair value on initial recognition (normally represented by the purchase price). 
As a result, the effective interest is credit-adjusted.
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Interest income is calculated by applying the effective interest rate to the gross carrying amount of financial assets, except for (i) financial 
assets that have become credit impaired (Stage 3), for which interest revenue is calculated by applying the effective interest rate to 
their AC, net of the ECL provision, and (ii) financial assets that are purchased or originated credit impaired, for which the original credit-
adjusted effective interest rate is applied to the AC.

If the credit risk on the financial asset classified in Stage 3 subsequently improves so that the asset is no longer credit-impaired and 
the improvement can be related objectively to an event occurring after the asset had been determined as credit-impaired (ie the asset 
becomes cured), the asset is reclassified from stage 3 and the interest revenue is calculated by applying the EIR to the gross carrying 
amount. The additional interest income, which was previously not recognised in P&L due to the asset being in stage 3 but it is now 
expected to be received following the asset’s curing, is recognised as a reversal of impairment.

27.  Interest and similar expense

In thousands of MNT 2023 2022

Customer accounts 587,269,083 368,195,946

Borrowed funds 163,063,975 73,123,072

Interest expense of hedge eligible swaps 27,959,347 6,915,692

Debt securities in issue 13,999,172 -

Due to banks 12,474,527 27,636,217

Total interest expense 804,766,104 475,870,927

Other similar interest expense

In thousands of MNT 2023 2022

Interest expense on hedge non-eligible swaps 13,349,300 3,414,988

Lease liability 1,966,273 1,798,399

Unwinding of modification losses from financial assets 727,009 -

Total other similar interest expense 16,042,582 5,213,387

28.  Net fees and commission income

In thousands of MNT 2023 2022

Fees and commission income

Commissions on operations with plastic cards 134,127,436   129,002,513  

Commissions on mobile and internet services 116,937,472   110,782,991  

Commissions on settlement transactions 16,964,575   13,467,905  

Commissions on documentary business and guarantees 3,546,341   3,419,825  

Commissions on cash operations 1,835,710   2,359,702  

Commissions on transfer payments 241,410   305,274  

Other 7,981,409   4,128,433  

Total fees and commission income 281,634,353   263,466,643  

Fees and commission expenses

Commission on mobile services   27,154,247   22,950,674

Commissions on operations with plastic cards 21,380,036 16,972,997

Commissions on settlement transactions 9,267,553  6,833,556 

Commissions on foreign exchange operations 1,888,925  1,030,614 

Total fees and commission expenses 59,690,761  47,787,841 

Net fees and commission income 221,943,592  215,678,802 
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Fee and commission income is recognised when the Bank satisfies its performance obligation, usually upon execution of the underlying 
transaction. The amount of fee or commission received or receivable represents the transaction price for the services identified as distinct 
performance obligations. Such income includes fees for arranging a sale or purchase of foreign currencies on behalf of a customer, fees 
for processing payment transactions, fees for cash settlements, collection or cash disbursements.

29.  Net (losses)/gains from financial derivatives

In thousands of MNT 2023 2022

Net realised loss on hedging (7,141,463) (1,268,618)

Ineffectiveness of hedging (4,634,804) 15,273,535

Fair value change of swaps, not hedged (827,746) 1,873,472

Total net (losses)/gains from financial derivatives (12,604,013) 15,878,389

30.  Credit loss allowance 

The table below shows the ECL charges/(reversals) on financial assets and liabilities for the year recorded in profit or loss:

In thousands of MNT 2023 2022

Net charge/(reversal) for ECL allowance:

Cash and cash equivalents (Note 7) (1,155,522) 931,403

Mandatory reserves with the BoM (Note 8) 1,262,104 1,969,109

Loans and advances to customers (Note 13) 85,822,040 138,534,121

Debt instrument measured at AC (Note 10) 942,314 2,640,432

Debt instrument measured at FVOCI (Note 10) (217,284) (1,767,018)

Off balance sheet commitments (Note 36) 6,327,915 332,843

Other assets (Note 14) (220,320) 873,348

Total ECL allowance 92,761,247 143,514,238

During 2023, MNT 33,128,555 thousands of ECL charge was reversed as a result of repayment of 2 non-performing loans, which was 
one off recovery case.
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31.  Operating expenses

In thousands of MNT 2023 2022

Salaries, wages, and bonuses 169,146,648 138,612,201

IT related service expense 99,681,682 63,705,516

Depreciation of property and equipment (Note 15) 55,676,503 54,489,263

Deposit insurance fee 26,879,455 18,676,189

Contribution to social and health fund  20,748,148 16,948,218

Premises repair and maintenance expense 20,736,904 16,020,919

Amortisation of intangible assets (Note 16) 18,292,815 20,643,564

Marketing and advertisement expenses 11,602,083 8,808,130

Office materials and supplies 11,385,774 8,719,117

Depreciation of right of use assets (Note 17) 8,438,579 7,623,736

Taxes other than income tax 8,036,988 6,087,663

Security services 5,890,783 5,768,829

Contribution for bank stabilization fund 4,605,537 3,687,185

Information and telecommunication services 4,321,496 3,224,255

Professional services 4,052,471 2,698,269

Transportation 3,874,097 3,650,044

Training expenses 3,537,942 1,648,789

Events 3,381,287 2,185,960

Business trip expenses 2,529,101 1,623,042

Insurance 1,925,472 1,571,307

Short term-lease expense 1,687,294 1,543,698

Research expenses 1,524,750 3,394,837

Other 14,782,024 20,712,474

Total 502,737,833 412,043,205

In thousands of MNT 2023 2022

Contribution to social and health fund costs consist of:
Contribution to state social and health fund  6,639,407 5,423,430

Contribution to state pension fund 14,108,741 11,524,788

Total 20,748,148 16,948,218

Wages, salaries, contributions to the state pension and social insurance funds, paid annual leave and sick leave, bonuses, and non-
monetary benefits are accrued in the year in which the associated services are rendered by the employees of the Bank. The Bank has no 
legal or constructive obligation to make pension or similar benefit payments beyond the payments to the statutory defined contribution 
scheme. 

Salaries increased in the current year because of the increase in employees’ base salary in May and October 2023.

The audit fees and charged by the auditors in the financial year 2023 was MNT 771,905 thousands and other non-audit services 
including IT related services was MNT 676,795 thousands, HR and soft skills training was MNT 104,911 thousands and tax and legal 
consulting services was MNT 290,057 thousands.
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32.  Income tax

32.1  Income tax expense

The components of income tax expense for the year ended 31 December 2023 and 31 December 2022 are:

In thousands of MNT 2023 2022

Current tax:

  Current income tax 184,798,981 136,009,119

Deferred tax:

  Relating to temporary differences and tax losses (823,532) 6,051,906

Total income tax expense 183,975,449 142,061,025

Income taxes have been provided for in the financial statements in accordance with legislation enacted or substantively enacted by the 
end of the reporting period. The income tax charge comprises current tax and deferred tax and is recognised in profit or loss for the year, 
except if it is recognised in other comprehensive income or directly in equity because it relates to transactions that are also recognised, 
in the same or a different period, in other comprehensive income or directly in equity. 

Current tax is the amount expected to be paid to, or recovered from, the taxation authorities in respect of taxable profits or losses for the 
current and prior periods. Taxable profits or losses are based on estimates if the financial statements are authorized prior to filing relevant 
tax returns. Taxes other than on income are recorded within administrative and other operating expenses.

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and temporary differences arising 
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

In accordance with the initial recognition exemption, deferred taxes are not recorded for temporary differences on initial recognition 
of an asset or a liability in a transaction other than a business combination if the transaction, when initially recorded, affects neither 
accounting nor taxable profit. Deferred tax balances are measured at tax rates enacted or substantively enacted at the end of the 
reporting period, which are expected to apply to the period when the temporary differences will reverse or the tax loss carry forwards 
will be utilised. 

Deferred tax assets for deductible temporary differences and tax loss carry forwards are recorded only to the extent that it is probable 
that future taxable profit will be available against which the deductions can be utilised.

The Bank provides for income taxes on the basis of its income for financial reporting purposes, adjusted for items which are not 
assessable or deductible for income tax purposes. The income tax rate for profits of the Bank is 10% for the first MNT 6,000,000 
thousands (2022: 6,000,000 thousands) of taxable income and 25% on the excess of taxable income over MNT 6,000,000 thousands 
(2022: 6,000,000 thousands). Interest income on government bonds is not subject to income tax. Impairment losses for non-performing 
loans and advances are deductible for income tax purposes.

A reconciliation of income tax expense applicable to profit before tax at the statutory income tax rate to income tax expense at the 
effective income tax rate of the Bank for the year ended 31 December 2023 is as follows:

In thousands of MNT 2023 2022

Profit before taxation 742,758,322 590,833,224

Tax at statutory rate of 25% (2022: 25%) 185,689,580 147,708,306

Effect of expenses not deductible for income tax purpose 6,786,271 5,009,070

Tax exempted income - Government bond (12,492,373) (8,866,357)

Income taxed at different rates (130,422) (889,994)

Over provision of current tax 5,022,393 -

Effect of income subject to lower tax rate (900,000) (900,000)

Tax expense for the year 183,975,449 142,061,025

The effective income tax rate for 2023 is 24.77% (2022:24.09%).

Tax exempted income represents interest income from government bonds which is tax exempted under Mongolian tax legislation. 
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32.2  Deferred tax

The Bank's uncertain tax positions are reassessed by management at the end of each reporting period. Liabilities are recorded for 
income tax positions that are determined by management as more likely than not to result in additional taxes being levied if the positions 
were to be challenged by the tax authorities. The assessment is based on the interpretation of tax laws that have been enacted or 
substantively enacted by the end of the reporting period, and any known court or other rulings on such issues. 

Liabilities for penalties, interest and taxes other than on income are recognised based on management’s best estimate of the expenditure 
required to settle the obligations at the end of the reporting period.

In thousands of MNT

 Debt and equity instru-
ments measured at fair 

value through OCI 
Revaluation of financial 

derivatives
Depreciation of property 

and equipment Total

As at 1 January 2023 1,150,874 1,059,844 (6,919,969) (4,709,251)
Recognised in statement of other compre-
hensive income (Note 25) (2,406,437) (2,563,345) - (4,969,782)

Recognised in profit or loss - 3,365,452 (2,541,920) 823,532
As at 31 December 2023 (1,255,563) 1,861,951 (9,461,889) (8,855,501)
As at 1 January 2022 (1,854,755) 1,169,341 (3,894,179) (4,579,593)

Recognised in statement of OCI (Note 25) 3,005,629 2,916,619 - 5,922,248
Recognised in profit or loss - (3,026,116) (3,025,790) (6,051,906)
As at 31 December 2022 1,150,874 1,059,844 (6,919,969) (4,709,251)

32.3  Current income tax liabilities

In thousands of MNT 31 December 2023 31 December 2022

Income tax liability as at 1 January 3,957,990 2,167,852

Current income tax expense 184,798,981 136,009,119 

Tax paid  (161,390,205)  (134,218,981)

Income tax liability as at 31 December 27,366,766 3,957,990

33.  Earnings per share 

Earnings per share are determined by dividing the profit or loss attributable to owners of the Bank by the weighted average number 
of participating shares outstanding during the reporting year.The Bank has no dilutive potential ordinary shares; therefore, the diluted 
earnings per share equal the basic earnings per share. Earnings per share are calculated as follows:

In thousands of MNT 31 December 2023 31 December 2022

Profit attributable to ordinary equity holders - basic and diluted 558,782,873 448,772,199

Adjusted weighted average number of ordinary shares for EPS 1,818,945,604 1,720,978,200

Earnings per share

In thousands of MNT 31 December 2023 31 December 2022

Equity holders of the Bank for the period:

  Basic earnings per share 307 261

  Diluted earnings per share 307 261
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34.  Reconciliation of liabilities arising from financing activities 

The table below sets out an analysis of the Bank’s debt and movements for each of the periods presented. The debt items are those that 
are reported as financing in the statement of cash flow:

Liabilities from financing activities

In thousands of MNT
Other borrowed 

funds
Repo

agreement
Debt securities

in issue 
Lease

liabilities Total

Liabilities from financing activities at 1 
January 2023 1,776,932,717 367,267,329 - 11,231,249 2,155,431,295

Cash transactions

Cash inflows 957,358,478 958,913,403 226,762,400 - 2,143,034,281

Cash outflows (616,157,388) (1,271,488,927) - (8,410,670) (1,896,056,985)

Interest paid (57,486,650) (4,643,211) (9,638,271) (1,966,273) (73,734,405)

Non- cash transactions 

New leases - - 10,215,762 10,215,762

Interest accrued 163,063,975 10,133,488 13,999,172 1,966,273 189,162,908

Foreign exchange adjustments (101,989,262) - (7,124,719) - (109,113,981)

Liabilities from financing activities at 31 
December 2023 2,121,721,870 60,182,082 223,998,582 13,036,341 2,418,938,875

Liabilities from financing activities

In thousands of MNT
Other borrowed 

funds Repo agreement Lease liabilities Total

Liabilities from financing activities at 1 January 2022 1,191,916,946 620,802,675 11,085,695 1,823,805,316

Cash transactions

Cash inflows 959,412,011 3,801,304,742 - 4,760,716,753

Cash outflows (560,785,101) (4,071,420,232) (7,633,424) (4,639,838,757)

Interest paid (51,736,874) (9,158,839) (1,798,399) (62,694,112)

Non- cash transactions 

New leases - - 7,778,978 7,778,978

Interest accrued 73,123,072 25,738,983 1,798,399 100,660,454

Adjustments from modification of the agreements (2,275,457) - - (2,275,457)

Foreign exchange adjustments 167,278,120 - - 167,278,120

Liabilities from financing activities at 31 December 
2022 1,776,932,717 367,267,329 11,231,249 2,155,431,295
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35.  Segment Analysis 

Operating segments are components that engage in business activities that may earn revenues or incur expenses, whose operating 
results are regularly reviewed by the chief operating decision maker (‘CODM’), and for which discrete financial information is available. 
The CODMs are executive management committee members of the Bank. 

The Bank is organised on the basis of five main business segments based on products and services, as follows:

•	 Retail banking: Includes private banking services, private customer current accounts, savings, deposits, credit and debit cards, small 
business loan consumer loans and mortgages.

•	 SME banking: Includes current, demand and term deposit accounts, overdrafts, loan and other credit facilities, business consultation 
and other advices.

•	 Corporate banking: Includes current, demand and term deposit accounts, overdrafts, loan and other credit facilities

•	 Treasury banking: Undertakes the Bank's funding and centralised risk management activities through borrowings, use of derivatives 
for risk management purposes and investing in assets such as short–term placements and corporate and government debt securities. 
Operation is the Bank's funds management activities.

•	 Others: Includes Headquarter operations and central shared services operation that manages the Bank's premises and certain 
corporate costs.

The Bank uses profit before tax to measure profitability of each segment. 

As the Bank’s operations are located in Mongolia, no further geographical segment information is provided. No revenue from transactions 
with a single external customer or counterparty amounted to 10% or more of the Bank’s total revenue in 2023 or 2022.
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As at 31 December 2023

In thousands of MNT Retail Banking SME Banking
Corporate 

Banking Treasury Others Total

Interest income calculated using effec-
tive interest method 1,027,335,167 164,315,805 165,054,608 490,520,196 17,589,417 1,864,815,193 

Business loan product 319,680,624 157,083,813 164,071,665 - 5,710,068 646,546,170

Consumer loan product 707,654,543 7,231,992 193,391 - 11,879,349 726,959,275

Other interest income - - 789,552 490,520,196 - 491,309,748

Other similar interest income 14,864,119 2,500,421 215,887 25,775,717 58,295 43,414,439 

Interest expense (564,533,934) (10,518,339) (11,216,862) (230,813,284) 12,316,315 (804,766,104)

Individual (532,457,646) (4,921,192) (1,815) - (639,755) (538,020,408)

Corporate (32,076,288) (5,597,147) (11,215,047) (230,813,284) 12,956,070 (266,745,696)

Other similar interest expense -   -   -   - (16,042,582) (16,042,582)

Distribution of Head Office cost allocat-
ed to Net interest income distribution 169,584,777 24,951,663 33,883,569 -   (228,420,009) - 

Transactions within operating segments 202,039,530  (73,636,170)  (85,308,782)  (285,347,267)  242,252,689 -

Net margin on interest and similar 
income 679,704,882 82,661,717 68,744,851 135,362 256,174,134 1,087,420,946

Credit loss (allowance)/recovery (71,684,297) (26,225,009) 6,441,853 (831,612) (462,182) (92,761,247)

Net margin on interest and similar 
income after credit loss allowance 608,020,585 56,436,708 75,186,704 (696,250) 255,711,952 994,659,699

Fees and commission income 245,001,659 8,808,638 25,733,156 2,090,900 -    281,634,353 

Fees and commission expense (48,234,655) (1,525,709) (4,733,967) (5,196,430) -    (59,690,761)

Net (losses)/gains from financial 
derivatives -   -   -   (12,604,013) -   (12,604,013)

Gains less losses from trading in foreign 
currencies 9,198,040 872,890 2,692,404 17,509,348 -    30,272,682 

Foreign exchange translation gains less 
losses -   -   -   1,429,362 -   1,429,362 

Net gains/(losses) from debt securities 
at FVOCI -   -   -   1,746,029 -   1,746,029

Gains less losses from debt securities 
at AC -   -   -   1,133,461 - 1,133,461

Gains less losses from debt securities 
at FVTPL -   -   -   1,010,247 -   1,010,247 

Net gains/(losses) from modification of 
financial assets at AC 2,035,266 2,265,105 (4,300,371) -    5,426,968 5,426,968 

Other operating income 513,741 946 -    8,384 2,540,304 3,063,375 

Operating expenses (184,704,108) (7,028,781) (1,399,608) (3,414,066) (306,191,270) (502,737,833)

Other losses, net (220,650) 45,423 -    -    (2,410,020) (2,585,247)

Profit before tax 631,609,878 59,875,220 93,178,318 3,016,972 (44,922,066) 742,758,322 

Total assets 6,786,463,451 1,074,331,315 1,311,226,262 7,625,621,739 552,999,306 17,350,642,073 

Total liabilities 10,825,261,438 580,832,872 986,624,139 2,353,044,258 513,144,005 15,258,906,712 

Capital expenditure 23,721,689 85,731 - - 45,467,679 69,275,099
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As at 31 December 2022

In thousands of MNT Retail Banking SME Banking
Corporate 

Banking Treasury Others Total

Interest income calculated using effec-
tive interest method 745,437,868 143,224,966 155,549,148 255,146,890 28,032,275 1,327,391,147 

Business loan product 260,701,465 138,577,528 155,415,566 - 5,840,897 560,535,456

Consumer loan product 484,736,403 4,647,438 133,582 - 22,191,378 511,708,801

Other interest income - - - 255,146,890 - 255,146,890

Other similar interest income 15,795,013 6,994,651 870,536 16,156,841 157,494 39,974,535 

Interest expense (355,837,724) (4,089,201) (6,215,226) (111,092,001) 1,363,225 (475,870,927)

Individual (346,874,151) (1,597,442) (160,562) - (1,771,459) (350,403,614)

Corporate (8,963,573) (2,491,759) (6,054,664) (111,092,001) 3,134,684 (125,467,313)

Other similar interest expense - - - - (5,213,387) (5,213,387)

Head Office cost distribution 112,828,610 19,186,510 26,952,496 - (158,967,616) -

Transactions within operating segments 78,019,744  (80,392,577)  (93,175,523)  (55,457,945) 151,006,301  -   

Net margin on interest and similar 
income 483,414,901 65,737,839 57,028,935  104,753,785  175,345,908 886,281,368 

Credit loss allowance (66,022,262) (41,691,951) (29,998,121) (3,772,670) (2,029,234) (143,514,238)

Net margin on interest and similar 
income after credit loss allowance 417,392,639 24,045,888 27,030,814 100,981,115 173,316,674 742,767,130 

Fees and commission income 240,592,272 5,204,684 15,769,722 1,899,965 -   263,466,643 

Fees and commission expense (38,988,179) (1,213,097) (3,737,768) (3,848,797) -   (47,787,841)

Gains from modification of borrowed 
fund at AC - - - 2,275,457 - 2,275,457

Net (losses)/gains from financial 
derivatives - - - 15,878,389 - 15,878,389

Gains less losses from trading in foreign 
currencies 11,249,047 1,331,775 3,395,724 16,822,499 - 32,799,045

Foreign exchange translation gains less 
losses - - - 6,574,939 - 6,574,939

Net gains/(losses) from debt securities 
at FVOCI - - - (900,167) - (900,167)

Net gains/(losses) from modification of 
financial assets at AC - - - (7,225,649) - (7,225,649)

Losses from financial assets at FVTPL - - - (9,019,495) - (9,019,495)

Other operating income 482,102 40 - 3,549 3,831,943 4,317,634

Operating expenses (155,822,091) (4,726,168) (33,171) (4,820,879) (246,640,896) (412,043,205)

Other losses, net (507,792) (1,344) - - 239,480 (269,656)

Profit before tax 474,397,998 24,641,778 42,425,321 118,620,926  (69,252,799) 590,833,224 

Total assets 5,484,043,084 985,297,526 1,112,770,192 6,843,557,623 527,044,921 14,952,713,346

Total liabilities 9,081,549,935 486,641,238 1,286,864,566 1,961,044,649 621,246,892 13,437,347,280

Capital expenditure 25,175,184 264,100 - - 48,001,901 73,441,185
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In thousands of MNT Retail Banking SME Banking
Corporate 

Banking Treasury Total

2023

Commissions on operations with plastic cards 107,309,743 6,529,071 20,288,492 130 134,127,436

Commissions on mobile and internet services 115,130,192 527,937 1,279,343 - 116,937,472

Commissions on settlement transactions 13,604,350 443,549 977,794 1,938,882 16,964,575

Commissions on documentary business and 
guarantees 327,209 722,522 2,421,145 75,465 3,546,341

Commissions on cash operations 1,605,286 106,444 108,147 15,833 1,835,710

Commissions on transfer payments 199,658 10,269 31,483 - 241,410

Other 6,825,221 468,846  626,752  60,590        7,981,409 

Total fees and commission income for 2023      245,001,659        8,808,638 25,733,156  2,090,900    281,634,353 

In thousands of MNT Retail Banking SME Banking
Corporate 

Banking Treasury Total

2022

Commissions on operations with plastic cards 114,587,304 3,486,167 10,928,915 127 129,002,513

Commissions on mobile and internet services 108,372,165 683,078 1,727,748 - 110,782,991

Commissions on settlement transactions 11,115,642 275,461 341,950 1,734,852 13,467,905

Commissions on documentary business and 
guarantees 279,630 427,082 2,598,479 114,634 3,419,825

Commissions on cash operations 2,136,438 167,601 35,728 19,935 2,359,702

Commissions on transfer payments 257,050 11,837 36,208 179 305,274

Other 3,844,043 153,458      100,694 30,238 4,128,433

Total fees and commission income for 2022      240,592,272        5,204,684 15,769,722   1,899,965 263,466,643

36.  Contingencies and Commitments

To meet financial needs of customers, the Bank enters into various irrevocable commitments and contingent liabilities. Even though 
these obligations may not be recognised on the statement of financial position, they do contain credit risk and are therefore part of the 
overall risk of the Bank.

31 December 2023 31 December 2022

In thousands of MNT
Gross carrying 

amount
Credit loss  
allowance

Carrying
amount

Gross carrying 
amount

Credit loss 
allowance

Carrying
amount

Contingent liabilities

Guarantees issued 142,011,464 (751,531) 141,259,933 109,875,380 (493,937) 109,381,443

Letters of credit 27,347,449 (185,163) 27,162,286 24,667,537 (143,760) 24,523,777

Undrawn credit lines 636,504,815 (10,317,573) 626,187,242 640,182,957 (4,954,504) 635,228,453

Undrawn credit cards 52,416,065 (1,279,543) 51,136,522 61,741,646 (614,748) 61,126,898

Factoring receivable 200,000 (1,054) 198,946 - - -

Total contingent 
liabilities 858,479,793 (12,534,864) 845,944,929 836,467,520 (6,206,949) 830,260,571

Capital related commit-
ments

Property and 
equipment 1,025,293 - 1,025,293 2,585,144 - 2,585,144

Total 859,505,086 (12,534,864) 846,970,222 839,052,664 (6,206,949) 832,845,715
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Expected credit loss allowance for off balance sheet commitments:

Undrawn credit lines:

Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 
for credit im-

paired) Total
Stage 1

(12-months ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 
for credit im-

paired) Total

At 31 December 2022 3,010,494 867,440 1,076,570 4,954,504 563,109,677 73,481,852 3,591,428 640,182,957

New originated or purchased/
increases 18,170,402 4,736,822 4,935,606 27,842,830 2,802,838,908 215,855,499 6,398,817 3,025,093,224

Exposures derecognised or 
matured/lapsed (17,475,596) (2,929,133) (2,777,392) (23,182,121) (2,844,569,050) (179,905,976) (4,296,340) (3,028,771,366)

- Transfers to Stage 1 748 (3,718) - (2,970) 1,600,593 (1,600,593) - -

- Transfers to Stage 2 (214,841) 714,531 - 499,690 (15,694,664) 15,694,664 - -

- Transfers to Stage 3 - (196,491) 402,131 205,640 - (957,887) 957,887 -

At 31 December 2023 3,491,207 3,189,451 3,636,915 10,317,573 507,285,464 122,567,559 6,651,792 636,504,815

Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 
for credit im-

paired) Total
Stage 1

(12-months ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 
for credit im-

paired) Total

At 31 December 2021 3,225,582 319,411 308,736 3,853,729 533,843,824 20,509,543 803,647 555,157,014

New originated or purchased/
increases 17,341,656 1,631,358 902,179 19,875,193 2,419,802,488 105,235,498 1,866,417 2,526,904,403

Exposures derecognised or 
matured/lapsed (16,601,986) (1,846,818) (980,257) (19,429,061) (2,335,171,427) (102,700,820) (4,006,213) (2,441,878,460)

- Transfers to Stage 1 632,628 (632,748) - (120) 5,840,011 (5,840,011) - -

- Transfers to Stage 2 (1,587,386) 2,592,531 (564,292) 440,853 (61,205,219) 63,405,219 (2,200,000) -

- Transfers to Stage 3 - (1,196,294) 1,410,204 213,910 - (7,127,577) 7,127,577 -

At 31 December 2022 3,010,494 867,440 1,076,570 4,954,504 563,109,677 73,481,852 3,591,428 640,182,957
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Undrawn credit cards:

Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 
for credit im-

paired) Total
Stage 1

(12-months ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 
for credit im-

paired) Total

At 31 December 2022 233,325 23,317 358,106 614,748 59,188,664 1,503,980 1,049,002 61,741,646

New originated or purchased/ 
increases 672,842 121,332 2,681,402 3,475,576 154,339,455 3,023,447 4,650,482 162,013,384

Exposures derecognised or 
matured/lapsed (750,028) (95,626) (2,675,133) (3,520,787) (163,035,681) (3,574,693) (4,728,591) (171,338,965)

- Transfers to Stage 1 1,690 (85,555) - (83,865) 387,786 (387,786) - -

- Transfers to Stage 2 (13,695) 115,355 (85,515) 16,145 (1,594,264) 1,718,054 (123,790) -

- Transfers to Stage 3 - (71,034) 848,760 777,726 - (1,096,208) 1,096,208 -

At 31 December 2023 144,134 7,789 1,127,620 1,279,543 49,285,960 1,186,794 1,943,311 52,416,065

Credit loss allowance Gross carrying amount

In thousands of MNT

Stage 1
(12-months 

ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 
for credit im-

paired) Total
Stage 1

(12-months ECL)

Stage 2
(lifetime ECL 

for SICR)

Stage 3
(lifetime ECL 
for credit im-

paired) Total

At 31 December 2021 258,457 327,904 648,009 1,234,370 73,174,575 1,341,485 1,102,700 75,618,760

New originated or purchased/ 
increases 1,586,956 994,936 1,917,044 4,498,936 279,973,162 5,769,803 3,418,302 289,161,267

Exposures derecognised or 
matured/lapsed (1,581,303) (1,585,673) (2,334,490) (5,501,466) (293,030,233) (6,351,169) (3,656,979) (303,038,381)

- Transfers to Stage 1 1,582 (39,915) - (38,333) 244,030 (244,030) - -

- Transfers to Stage 2 (32,367) 393,923 (41,292) 320,264 (1,172,870) 1,242,911 (70,041) -

- Transfers to Stage 3 - (67,858) 168,835 100,977 - (255,020) 255,020 -

At 31 December 2022 233,325 23,317 358,106 614,748 59,188,664 1,503,980 1,049,002 61,741,646
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Guarantees issued:

In thousands of MNT
Credit loss allowance

Stage 1
Gross carrying amount

Stage 1

At 31 December 2022 493,937 109,875,380

New exposures 2,538,314 622,681,880

Exposures derecognised or matured/lapsed  (2,280,720) (590,545,796)

At 31 December 2023 751,531 142,011,464

In thousands of MNT
Credit loss allowance

Stage 1
Gross carrying amount

Stage 1

At 31 December 2021 655,441 129,567,459

New exposures 1,454,116 489,673,777

Exposures derecognised or matured/lapsed (1,615,620) (509,365,856)

At 31 December 2022 493,937 109,875,380

Letters of credits

In thousands of MNT
Credit loss allowance

Stage 1
Gross carrying amount

Stage 1

At 31 December 2022 143,760 24,667,537

New exposures 284,489 50,114,668

Exposures derecognised or matured/lapsed (243,086) (47,434,756)

At 31 December 2023 185,163 27,347,449

In thousands of MNT
Credit loss allowance

Stage 1
Gross carrying amount

Stage 1

At 31 December 2021 130,565 26,247,091

New exposures 262,749 54,071,691

Exposures derecognised or matured/lapsed (249,554) (55,651,245)

At 31 December 2022 143,760 24,667,537

Factoring receivable

In thousands of MNT
Credit loss allowance

Stage 1
Gross carrying amount

Stage 1

At 31 December 2022 - -

New exposures 1,054 200,000

Exposures derecognised or matured/lapsed - -

At 31 December 2023 1,054 200,000 
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31 December 2023 31 December 2022

PD range Undrawn credit 
lines

Undrawn credit 
cards

Guarantees 
issued

Import letters 
of credit

Factoring 
receivable

Gross carrying 
amount

Undrawn credit 
lines

Undrawn credit 
cards

Guarantees 
issued

Import letters 
of credit

Gross 
carrying 
amount

Stage 1 from 0,00% to 
0,15% 14,158,770 19,930,258 - - - 34,089,028 35,220,891 14,537,567 - - 49,758,458

from 0,15% to 
0,25% - 1,431,925 - - - 1,431,925 - 1,769,507 - - 1,769,507

from 0,25% to 
0,50% 12,372,167 - - - - 12,372,167 51,881,802 2,009,769 - - 53,891,571

from 0,50% to 
0,75% 2,492,387 1,386,033 - - - 3,878,420 - 2,891,209 - - 2,891,209

from 0,75% to 
2,50% 37,049,948 7,051,437 - - - 44,101,385 32,639,060 37,675,676 - - 70,314,736

from 2,50% 
to<10,0% 441,132,192 19,386,014 142,011,464 27,347,449 200,000 630,077,119 443,362,909 - 109,875,380 24,667,537 577,905,826

from 10,0% 
to<45,0% 80,000 100,293 - - - 180,293 - 147,601 - - 147,601

from 45,0% 
to<64,0% - - - - - - 5,015 157,335 - - 162,350

Total Stage 1 507,285,464 49,285,960 142,011,464 27,347,449 200,000 726,130,337 563,109,677 59,188,664 109,875,380 24,667,537 756,841,258

Stage 2 from 0,00% to 
<0,15% 1,319,769 1,086,319 - - - 2,406,088 460,080 1,105,155 - - 1,565,235

from 0,15% to 
<0,25% - 747 - - - 747 - 18,349 - - 18,349

from 0,25% to 
<0,50% 2,591,134 - - - - 2,591,134 3,303,957 20,798 - - 3,324,756

from 0,50% to 
<0,75% - 45 - - - 45 - 19,838 - - 19,838

from 0,75% to 
<2,50% 1,262,786 40,005 - - - 1,302,791 15,116,997 119,133 - - 15,236,130

from 2,50% to 
<10,0% 67,495,258 19,641 - - - 67,514,899 31,473,511 82,797 - - 31,556,308

from 10,0% to 
<45,0% 49,898,442 6,551 - - - 49,904,993 23,099,202 34,595 - - 23,133,796

above 45,0% 171 33,487 - - - 33,658 28,105 103,315 - - 131,420

Total Stage 2 122,567,560 1,186,795 - - - 123,754,355 73,481,852 1,503,980 - - 74,985,832

31 December 2023 31 December 2022

Default period Undrawn credit 
lines

Undrawn credit 
cards

Guarantees 
issued

Import letters 
of credit

Factoring 
receivable

Gross carrying 
amount

Undrawn credit 
lines

Undrawn credit 
cards

Guarantees 
issued

Import letters 
of credit

Gross 
carrying 
amount

Stage 3 up to 12 months 3,026,546 1,481,594 - - - 4,508,140 2,965,572 690,204 - - 3,655,776

from 13 to 24 
months 2,785,801 286,135 - - - 3,071,936 167,676 190,995 - - 358,671

from 25 to 36 
months 641,145 98,898 - - - 740,043 136,203 152,927 - - 289,130

from 37 to 48 
months 7,533 73,472 - - - 81,005 - 2,622 - - 2,622

from 49 to 60 
months - 1,961 - - - 1,961 149,337 10,594 - - 159,931

from 61 to 84 
months 160,766 1,250 - - - 162,016 142,640 1,660 - - 144,300

above 84 months 30,000 - - - - 30,000 30,000 - - - 30,000

Total Stage 3 6,651,791 1,943,310 - - - 8,595,101 3,591,428 1,049,002 - - 4,640,430
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Commitments

Commitments to extend credit represent contractual commitments to make loans and revolving credit. Commitments have fixed expiry 
dates or other termination clauses. Since commitments may expire without being drawn upon and require the customer to meet specific 
requirements, the total contract amounts do not necessarily represent future cash requirements.

Tax dispute

During the year ended on 31 December 2017, a tax inspection on the Bank’s tax filings was conducted by the tax authority covering the 
period from 1 January 2012 to 31 December 2016. As a result of the inspection, a number of initial findings were identified, and the tax 
authority issued a demand notice for MNT 8,093,019 thousands to be paid by the Bank. The Bank has assessed the findings and has 
submitted a rejection letter to the Tax Authority of Mongolia on 23 February 2018. Since the start of the case, there have been a number 
of appeals and dismissals from both parties. In 2022, Khan bank appealed the Administrative court decision dated 30 May 2022 and the 
case moved to the appellate court. Subsequently in July 2022, the Appellate Court rendered the decision of the Primary Administrative 
Court invalid on the basis that the court breached the procedural rules. This case has returned to the Primary Administrative Court. On 
3 January 2024, the court of first instance ruled the Bank to pay partially to tax authority. The bank is planning to appeal the decision. 

A provision for tax penalty in total of MNT 8,093,019 thousands (31 December 2022: 4,400,000 thousands) was provided for as at 31 
December 2023.

Deposit Insurance Corporation claim

On 6 September 2018, Deposit Insurance Corporation (“DIC”) has filed a claim against the Bank for an amount of MNT 1,000,000 
thousands being the deposit insurance fee payable on the Development Bank of Mongolia’s current and deposit account balances 
held with the Bank. The Bank does not agree with DIC’s view and response letter has been submitted to the court on 1 October 2018. 
Further on 18 January 2019, DIC had submitted an additional claim for MNT 667 million, being the potential income lost on the claimed 
insurance fee, thus making the total claim amounting MNT 1.6 billion, but the additional MNT 667 million was dismissed by the Primary 
court.

The dispute had arisen as a result of a different legal interpretations between the two parties. The case has been heard at Primary court, 
Appellate court, and Supreme court for several times in prior years. In 2022, the Supreme court session of first instance was held on 8 
February 2022 and the court accepted the DIC`s request to appoint an expert. During the court session held on 20 November 2023, 
the Bank requested to disqualify the judge, therefore, the case was adjourned indefinitely. The management believe that having taken 
necessary legal advise, the outcome is more likely to be in the Bank’s favour, therefore did not recognise any provision as at 31 December 
2023 and 31 December 2022.

Possible income tax liability

Apart from assessing impairment provision in accordance with IFRS requirements, the Bank determines impairment provision for the 
purposes of reporting to the Bank of Mongolia (central bank) based on classification of loans based on provisioning guidelines in 
accordance with the Regulations on Asset Classification and Provisioning, jointly approved by the Bank of Mongolia and the Ministry 
of Finance. In accordance with these regulations, the Bank is required to determine the quality of loans and advances based on 
quantitative and qualitative factors. Loans are classified as follows: Performing, In Arrears, and Non-Performing. Non-performing loans 
are further classified as Sub-Standard, Doubtful and Loss. Each category requires a specific reserve percentage.

Corporate income tax law does not specify the base of impairment provision for tax purposes, whether it is IFRS or Bank of Mongolia 
requirements. The law explicitly addressed that impairment provision charges for the performing loans represent non-deductible expenses 
for the period. As in previous periods, the Bank has determined impairment provision as of 31 December 2022 and 31 December 2023 
as per IFRS requirements and has treated them as deductible expenses and the impairment provision for performing loans assessed in 
accordance with Bank of Mongolia requirements were treated as non-deductible expenses for the period.

Given that tax regulations do not explicitly address tax base of impairment provision for loans, Mongolian tax regulations can be subject 
to different interpretations.

Therefore, there is a risk that the tax authorities might have a view that deduction of impairment provision for CIT purposes should be 
based on Bank of Mongolia statutory rules rather than on impairment provision assessed in accordance with IFRS. For the amount of 
the ECL provision in accordance with statutory Bank of Mongolia rules and IFRS, please refer to the Note 37 and Note 13 respectively.
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37.  Financial risk management

The risk management function within the Bank is carried out with respect to financial risks, operational and legal risks, including 
compliance risks, IT and information security risks. Financial risk comprises market risk (including currency risk, interest rate risk and other 
price risks), credit risk and liquidity risk. The primary function of financial risk management is to establish risk limits and to ensure that 
any exposure to risk stays within these limits. The operational and legal risk management functions are intended to ensure the proper 
functioning of internal policies and procedures in order to minimise operational and legal risks.

The main goal of the Bank's risk management is to identify and manage risks that have a potential effect on the strategy and objectives 
of the Bank within its risk appetite. An effective risk management process is critical to the Bank's continued profitability, and each Bank 
employee is responsible for reporting, managing and monitoring potential risks. 

With the exception of Legal, Compliance, and Information technology risks, risk management is overseen by units under the second line 
of defense, and it is reported directly to the Chief Risk Officer (CRO). Legal and Compliance Risks are overseen by the Chief Executive 
Officer (CEO), and Information Technology Risks are overseen by the Deputy Chief Executive Officer (DCEO).

The Bank has a clearly defined risk management framework designed to optimise risk and return trade-off. The risk management 
framework in place is to ensure that:

(i)	 Individuals who manage the risks understand the requirement and measurement system;

(ii)	 The Bank’s risk exposure is within limits established by the Board of Directors (“the Board”);

(iii)	 The capital allocation, where applicable, is consistent with the risk of exposures of the Bank; and

(iv)	 The Bank’s performance objectives are aligned with the risk appetite and tolerance.

Within scope of the Bank’s mid-term strategy, the Bank has introduced the Internal Capital and Liquidity Adequacy Assessment Process 
(ICLAAP) based on the standardized approaches of the Basel Framework.

In addition, the monetary policy and banking sector reform program of the Bank of Mongolia specified an objective “To comply 
supervisory review and evaluation process of the banking sector with the international best practices and principles and establish a 
sound and robust banking system based on policy implementation”. 

In line with the objective, the Bank has prepared and submitted preliminary ICLAAP assessments and reports to the Bank of Mongolia 
for Supervisory Review and Evaluation Process in 2023.

37.1.  Risk management structure

The Board has primary responsibility for overseeing the risk management framework of the Bank and may delegate its responsibilities 
to Board Risk committee.

Board Risk Committee (“BRC”).  BRC assists the Board of Directors in fulfilling its responsibility of overseeing the risk exposures of the 
Bank. BRC works to provide risk management and control system that accommodates the general risk level of the Bank and monitors its 
implementation. The BRC also identifies core components of the Bank’s risk management, reviews monthly reports by Risk Management 
Committee and Compliance Committee and ensures the risk appetite and limits approved by the Board are followed.

Board Audit Committee. Audit Committee of Board is responsible for assisting the Board of Directors to fulfil its oversight responsibilities 
for the integrity of the Bank’s financial statements and disclosures, its compliance with legal and regulatory requirements, effectiveness 
and efficiency of risk management and internal controls and the performance of the internal audit functions.

Executive management committee. Executive Management Committee consists of all senior executive management of the Bank and 
holds weekly meetings to discuss and decide the Bank’s strategic issues and planning required for sustainable business management 
and responsible for decision-making on establishing head office committee that establishes new committees, dissolving and changing 
committee names, and approving committee members.

Risk Management Committee. The risk management committee regularly monitors the Bank's risk management framework and risk 
management process, identifies and evaluates the main high-level risks of the Bank, and discusses, decides on the measures and 
strategies to be taken in relation to that risk. The risk management committee records core risk levels and relevant measures it in the risk 
dashboard. The risk dashboard is updated monthly and used for decision making. The Risk Management Committee is chaired by the 
Vice president Chief risk officer and it holds meetings once a month.

Asset and Liability Committee (“ALCO”). ALCO is responsible for providing centralised asset and liability management of the funding, 
liquidity, foreign currency exposure, maturity mismatch and interest rate risks to which the Bank is exposed. The purpose of ALCO is to set 
up the asset and liability structure of the Bank’s balance sheet conducive for sustainable growth of the Bank, its profitability and liquidity 
through comprehensive management of the Bank’s assets and liabilities and monitoring of the foreign currency, interest rate and other 
market risks. ALCO is chaired by the CEO.
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37.2.  Credit risk

The Bank exposes itself to credit risk, which is the risk that one party to a financial instrument will cause a financial loss for the other party 
by failing to meet an obligation.

Exposure to credit risk arises as a result of the Bank’s lending and other transactions with counterparties, giving rise to financial assets 
and off-balance sheet credit-related commitments. 

The Bank’s maximum exposure to credit risk is reflected in the carrying amounts of financial assets in the statement of financial position. 
For financial guarantees issued, commitments to extend credit, undrawn credit lines and export/import letters of credit, the maximum 
exposure to credit risk is the amount of the commitment. 

Credit risk management. Credit risk is the single largest risk for the Bank's business; management therefore carefully manages its 
exposure to credit risk. 

The estimation of credit risk for risk management purposes is complex and involves the use of models, as the risk varies depending on 
market conditions, expected cash flows and the passage of time. The assessment of credit risk for a portfolio of assets entails further 
estimations of the likelihood of defaults occurring, the associated loss ratios and default correlations between counterparties.

Limits. The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation to one 
borrower, or groups of borrowers, and to geographical and industry segments. Limits on the level of credit risk by product and industry 
sector are approved regularly by management. Such risks are monitored on a revolving basis and are subject to an annual, or more 
frequent, review.

The Bank established credit committees that are responsible for approving credit limits for individual borrowers.

Credit Risk Committee. The Bank has two levels of credit risk committees, which are Head office credit risk committee (hereinafter 
referred to as “HOCRC”) and branch-level credit risk committees. Branch-level credit risk committees include SME Credit risk committee, 
Branch credit risk committee of UB retail banking and Branch credit risk committee of Rural retail banking. HOCRC meeting is held on 
weekly basis and other credit risk committee meetings are held at least once a month.

HOCRC discusses and approves loan products and services, their general terms, loan operation and credit risk related procedures 
and sets internal credit risk limits. In addition, HOCRC discusses total loan portfolio quality, concentration risks, adequacy of loan 
loss provision, early warning system implementation, the performance of internal limits, compliance of covenant requirements, makes 
relevant decisions and monitors. HOCRC is chaired by the CRO. 

Branch-level credit risk committees discuss portfolio quality and loan with problem of their affiliate branch units, develop mitigating 
measures and action plans and monitor the fulfilment.

Credit Committees. The Bank’s Credit Committees structure is organized through distributing approval authority at each level depending 
on loan amount. The Bank established below types of credit committees for loan approval and monitoring:

1.	 Head Office Credit Committee (HOCC) is primarily responsible for approving all credit exposures over MNT 3 billion. Depending on 
the borrowers’ risk classification and total exposure, decision making authorities of HOCC and the Board will be as follows. Herein:

MNT billion

Borrower risk rating > MNT 3 
≤ MNT 10 >MNT 10 ≤ MNT 25 > MNT 25 ≤ 5% of 

Equity 5% of Equity <

Low risk (1-4) (green) HOCC HOCC HOCC Board
Moderate risk (5-7) (yellow) HOCC The Board

High risk (8-10) (red) The Board

  HOCC sets and approves lending limits of the following credit committees:

	 a.	 Head office credit sub-committee (HOCSC), 

	 b.	 Small and Medium Enterprise Banking credit committee (SMECC)

	 c.	 Mortgage credit committee (IMCC)

	 d.	 Branch credit committee of UB retail banking (BCC UBRB)

	 e.	 Branch credit committees of Rural retail banking (BCC RRB)

	 f.	 Rural joint-decision making committee of Rural retail banking (RJDMC RRB)
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2.	HOCSC approves credit exposures up to MNT 3 billion, which are above the approval limits of SMECC and BCC.

3.	SME Banking credit committee receives loan proposals amounted up to MNT 800 million and makes decision. 

4.	IMCC approves mortgage loans up to MNT 500 million for branches of Retail banking and business centres of SME banking.

5.	BCC UBRB approves credit exposures of up to MNT 500 million except mortgage loans for branches of UB retail banking. 

6.	BCC RRB authority shall be different depending on population at that area and market features and approves credit exposures 
amounted between MNT 200 million and MNT 400 million. In case where risk analyst of the Corporate Credit Risk Department joins 
in BCC RRB as a voting member, BCC RRB shall have the authority of decision and approval for credit amounted up to MNT 500 
million. Head of Corporate Credit Risk Department reserve the authority to change the lending limits of BCC RRB within the HOCC’s 
approved lending limits by taking into account factors such as market demand and loan portfolio quality.

7.	RJDMC RRB approves credit exposures of up to MNT 500 million except mortgage and business loans for branches of Rural retail 
banking.

Credit risk grading system. For measuring credit risk and grading financial instruments by the amount of credit risk, the Bank applies 
two approaches – an Internal PD intervals or risk grades estimated by external international rating agencies (Standard & Poor’s – “S&P”, 
Fitch, Moody’s). Internal PD intervals mapping to Stages as of year ended 31 December 2023 please refer to Note 13 and 36. External 
credit ratings are mapped on an internally defined master scale with a specified range of probabilities of default as disclosed in the 
table below: 

Master scale credit risk grade Corresponding ratings of external international 
rating agencies (S&P) Corresponding PD interval

Excellent AAA rating 0%

Excellent AA– to AA+ rating 0% - 0.0001%

Excellent A– to A+ rated 0.0001% - 0.0002%

Good BBB– to BBB+ rated 0.0003% - 0.0004%

Good BB– to BB+ rated 0.0014% - 0.0028%

Satisfactory B– to B+ rated 0.0032% - 3.2482%

Default C to CCC+ rated 100%

Speculative grade Not rated 0.0110%-4.0118%

Collateral and other credit enhancements. The amount and type of collateral required are subject to the assessment of the credit risk of 
the borrower or counterparty and the type of loan granted. The main types of collateral obtained are as follows:

(i)	 corporate lending: pledges over real-estate properties, inventories, plant and equipment, machinery and vehicles;

(ii)	 small and medium business lending: pledges over real estate properties and inventories;

(iii)	 consumer lending: pledges over automobiles and assignment of income; and charges over real estate properties;

(iv) residential mortgages: mortgages over residential properties.

According to the Bank’s Lending operations procedure, it requires all loans to be 100% collateralised by risk assessed price (“RAP”) 
except salary loans and pension loans. However, if it is otherwise stated in specific loan product procedures, collateral RAP can be lower 
than 100%.

The Bank also obtains guarantees from parent companies for loans to their subsidiaries and personal guarantees from the main 
shareholders for the limited liability entities, but the potential benefits are not included in the above.

The Bank regularly monitors the market value of the collateral and requests additional collateral when necessary in accordance with 
the underlying agreement.

Disclosure of credit quality and the maximum exposure for credit risk per categories based on the Bank’s internal credit rating system 
and year end stage classification are further disclosed in Notes 7, 8, 10 and 13.

Expected credit loss (ECL) measurement: ECL is a probability-weighted estimate of the present value of future cash shortfalls (i.e., 
the weighted average of credit losses, with the respective risks of default occurring in a given time period used as weights). An 
ECL measurement is unbiased and is determined by evaluating a range of possible outcomes. ECL measurement is based on four 
components used by the Bank: Probability of Default (“PD”), Exposure at Default (“EAD”), Loss Given Default (“LGD”) and Discount Rate.

EAD is an estimate of exposure at a future default date, taking into account expected changes in the exposure after the reporting 
period, including repayments of principal and interest, and expected drawdowns on committed facilities. The EAD on credit related 
commitments is estimated using Credit Conversion Factor (“CCF”). CCF is a coefficient that shows the probability of conversion of the 
committed amounts to an on-balance sheet exposure within a defined period. 
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PD is an estimate of the likelihood of default to occur over a given time period. LGD is an estimate of the loss arising on default. It is 
based on the difference between the contractual cash flows due and those that the lender would expect to receive, including from any 
collateral. It is usually expressed as a percentage of the EAD. The expected losses are discounted to present value at the end of the 
reporting period. The discount rate represents the effective interest rate (“EIR”) for the financial instrument or an approximation thereof.

Expected credit losses are modelled over instrument’s lifetime period. The lifetime period is equal to the remaining contractual period 
to maturity of debt instruments, adjusted for expected prepayments, if any. For loan commitments and financial guarantee contracts, 
it is the contractual period over which an entity has a present contractual obligation to extend credit. As a matter of exception from 
determining the lifetime exposure based on contractual maturity, for credit cards issued to individuals, the lifetime exposure is measured 
over a period that is based on expected life of the credit card contracts, based on internal statistics, and it is equal to up to 2 years.

Management models Lifetime ECL, that is, losses that result from all possible default events over the remaining lifetime period of the 
financial instrument. The 12-month ECL, represents a portion of lifetime ECLs that result from default events on a financial instrument that 
are possible within 12 months after the reporting period, or remaining lifetime period of the financial instrument if it is less than a year.

The ECLs that are estimated by management for the purposes of these financial statements are point-in-time estimates, rather than 
through-the-cycle estimates that are commonly used for regulatory purposes. The estimates consider forward looking information, that 
is, ECLs reflect probability weighted development of key macroeconomic variables that have an impact on credit risk. For the purpose of 
the Bank of Mongolia reporting, different rules apply for estimation of loan ECL. The amount of ECL as per BoM rule as of 31 December 
2023 was MNT 398,309,774 thousands (MNT 338,556,828 thousands as of 31 December 2022).

Default definition. For purposes of measuring PD, the Bank defines default as a situation when the exposure meets one or more of the 
following criteria:

•	 the borrower is more than 90 days past due on its contractual payments;

•	 the borrower has loans at other banks with more than 90 days past due on its contractual payments;

•	 the Bank has sold the borrower’s debt or its portion at a loss due to credit deterioration;

•	 the borrower meets the unlikeliness-to-pay criteria listed below:

•	 the bank was forced to restructure the debt;

•	 the borrower is deceased;

•	 the borrower is insolvent;

•	 collateral devaluation during loan tenor; 

•	 Reduction in borrower’s working capital or loosing big customer; 

•	 it is becoming likely that the borrower will enter bankruptcy; and

•	 the loans were purchased or originated at a deep discount that reflects the incurred credit losses.

For purposes of disclosure, the Bank fully aligned the definition of default with the definition of credit-impaired assets. The default 
definition stated above is applied to all types of financial assets of the Bank.

An instrument is considered to no longer be in default (i.e. to have cured) when it no longer meets any of the default criteria for a 
consecutive period of six months. This period of six months has been determined based on an analysis that considers the likelihood of 
a financial instrument returning to default status after curing by using different possible definitions of cures. 

The assessment is performed if there has been a significant increase in credit risk (“SICR”) since initial recognition is performed on an 
individual basis and on a portfolio basis. The criteria used to identify an SICR (Note 4) are monitored and reviewed periodically for 
appropriateness by the Bank’s Corporate and Retail Credit Risk Departments. The presumption, being that there have been significant 
increases in credit risk since initial recognition when financial assets are more than 30 days past due, has not been rebutted.

The level of ECL that is recognised in these financial statements depends on whether the credit risk of the borrower has increased 
significantly since initial recognition. This is a three-stage model for ECL measurement. A financial instrument that is not credit-impaired 
on initial recognition and its credit risk has not increased significantly since initial recognition has a credit loss allowance based on 
12-month ECLs (Stage 1). If a SICR since initial recognition is identified, the financial instrument is moved to Stage 2 but is not yet deemed 
to be credit-impaired and the loss allowance is based on lifetime ECLs. If a financial instrument is credit-impaired, the financial instrument 
is moved to Stage 3 and loss allowance is based on lifetime ECLs. The consequence of an asset being in Stage 3 is that the entity ceases 
to recognise interest income based on gross carrying value and applies the asset’s effective interest rate to the carrying amount, net of 
ECL, when calculating interest income.

If there is evidence that the SICR criteria are no longer met, the instrument is transferred back to Stage 1. If an exposure has been 
transferred to Stage 2 based on a qualitative indicator, the Bank monitors whether that indicator continues to exist or has changed. 

ECL for POCI financial assets is always measured on a lifetime basis. The Bank therefore only recognises the cumulative changes in 
lifetime expected credit losses. 

The Bank has two approaches for ECL measurement: (i) assessment on an individual basis; and (ii) assessment on a portfolio basis: 
internal ratings are estimated on an individual basis but the same credit risk parameters (e.g. PD, LGD) will be applied during the process 
of ECL calculations for the same credit risk ratings and homogeneous segments of the loan portfolio.
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The Bank performs an assessment on an individual basis for the following types of loans: 

(i)	 Loans with gross value of above MNT 2,000,000 thousands and with DPD +30 days or restructured; 

(ii)	 Loans with gross value of above MNT 1,000,000 thousands and included in "Watchlist" by internal grading.

In case if actual evidence on credit value impairment is to be revealed, expected losses of value impairment to credit shall be estimated. 
Actual evidence on credit value impairment shall be situations such as financial difficulties, failure in contract obligations and past due, 
contract restructuring and collateral devaluation. 

Estimation for expected losses, potential scenario shall be assessed with specific assessment method and ECLs shall be estimated in 
consideration of probability of each scenario.

The Bank performs an assessment on a portfolio basis for the following types of loans: retail loans and loans issued to SMEs, when 
no borrower-specific information is available. This approach stratifies the loan pool into homogeneous segments based on borrower-
specific information, such as delinquency status, the historical data on losses, location and other predictive information. The Bank also 
performs an assessment on a portfolio basis for loans issued to corporate customers. interbank loans, retail loans and loans issued to 
SMEs.

ECL assessment on an individual basis is performed by weighting the estimates of credit losses for different possible outcomes against 
the probabilities of each outcome. The Bank defines 2-3 possible outcomes for each assessed loan, one of which leads to a credit 
loss even if the probability of such a scenario may be very low. Individual assessment is primarily based on the expert judgement of 
experienced officers from the Corporate and Retail Credit Risk and Special Asset Departments. Expert judgements are regularly tested 
in order to decrease the difference between estimates and actual losses.

When assessment is performed on a portfolio basis, the Bank determines the staging of the exposures and measures the loss allowance 
on a collective basis. The Bank analyses its exposures by segments determined on the basis of shared credit risk characteristics, such 
that exposures within a group have homogeneous or similar risks. The key shared credit characteristics considered are: type of customer 
(such as business, consumer and agriculture), product type, credit risk rating, date of initial recognition, term to maturity, the quality of 
collateral and loan to value (LTV) ratio. The different segments also reflect differences in credit risk parameters such as PD and LGD. 
The appropriateness of groupings is monitored and reviewed on a periodic basis by the Corporate and Retail Risk Management 
Departments.

In general, ECL is the sum of the multiplications of the following credit risk parameters: EAD, PD and LGD, that are defined as explained 
above, and discounted to present value using the instrument’s effective interest rate. The ECL is determined by predicting credit risk 
parameters (EAD, PD and LGD) for each future periods during the lifetime period for each individual exposure or collective segment. 
These three components are multiplied together and adjusted for the likelihood of survival (i.e. the exposure has been repaid or 
defaulted in an earlier month). This effectively calculates an ECL for each future period, that is then discounted back to the reporting 
date and summed up. The discount rate used in the ECL calculation is the original effective interest rate or an approximation thereof.

The key principles of calculating the credit risk parameters. The EADs are determined based on the expected payment profile, that varies 
by product type. EAD is based on the contractual repayments owed by the borrower over a 12-month or lifetime basis for amortising 
products and bullet repayment loans. This will also be adjusted for any expected overpayments made by a borrower. Early repayment 
or refinancing assumptions are also incorporated into the calculation. For revolving products, the EAD is predicted by taking the current 
drawn balance and adding a "credit conversion factor" that accounts for the expected drawdown of the remaining limit by the time of 
default. These assumptions vary by product type, current limit utilisation and other borrower-specific behavioural characteristics.

Two types of PDs are used for calculating ECLs: 12-month and lifetime PD. An assessment of a 12-month PD is based on the latest 
available historic default data and adjusted for supportable forward-looking information when appropriate. Lifetime PDs represent the 
estimated probability of a default occurring over the remaining life of the financial instrument and it is a sum of the 12 months PDs over 
the life of the instrument. The Bank uses different statistical approaches depending on the segment and product type to calculated 
lifetime PDs, such as the extrapolation of 12-month PDs based on migration matrixes, developing lifetime PD curves based on the 
historical default data and hazard rate approach.

LGD represents the Bank's expectation of the extent of loss on a defaulted exposure. LGD varies by the type of counterparty, type and 
seniority of the claim, and the availability of collateral or other credit support. The 12-month and lifetime LGDs are determined based on 
the factors that impact the expected recoveries after a default event.

The approach to LGD measurement can be divided into three possible approaches:

•	 ●measurement of LGD based on the specific characteristics of the collateral; 

•	 ●calculation of LGD on a portfolio basis based on recovery statistics; or

•	 ●individually defined LGD depending on different factors and scenarios.

The Bank calculates LGD based on specific characteristics of the collateral, such as projected collateral values, historical discounts on 
sales and other factors for loans secured by real estate, cash and liquid securities. LGD is calculated on a collective basis based on 
the latest available recovery statistics for the remainder of the corporate loan portfolio and for retail secured and unsecured products.
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ECL measurement for financial guarantees and loan commitments. The ECL measurement for these instruments includes the same steps 
as described above for on-balance sheet exposures and differs with respect to EAD calculation. The EAD is a product of credit conversion 
factor (“CCF”) and amount of the commitment (“ExOff”). CCF for undrawn credit lines of corporate customers, credit cards issued to 
individuals and for financial guarantees is defined based on statistical analysis of past exposures at default. CCF for overdrafts is defined 
as 100% since the limits can be used by the customers at any time.

Forward-looking information incorporated in the ECL models. The assessment of SICR and the calculation of ECLs both incorporate 
unbiased and supportable forward-looking information. The Bank identified certain key economic variables that correlate with 
developments in credit risk and ECLs. Forecasts of economic variables (the "base economic scenario") are provided by the Bank's 
treasury team on a quarterly basis and provide the best estimate of the expected macro-economic development over the next five years. 
After five years, a mean reversion approach is used, which means that economic variables tend to revert to either a long run average 
rate (e.g. for unemployment) or a long run average growth rate (e.g. GDP). The impact of the relevant economic variables on the PD, 
EAD and LGD has been determined by performing statistical regression analysis to understand the impact that the changes in these 
variables historically had on the default rates and on the components of LGD and EAD.

In addition to the base economic scenario, the Bank's Credit Risk Department also provides other possible scenarios along with scenario 
weightings. The number of other scenarios used is set based on the analysis of each major product type to ensure that non-linearity is 
captured. The number of scenarios and their attributes are reassessed at each reporting date. The scenario weightings are determined 
by a combination of statistical analysis and expert credit judgement, taking into account the range of possible outcomes of which each 
chosen scenario is representative. The assessment of SICR is performed using the Lifetime PD under each of the bases and the other 
scenarios, multiplied by the associated scenario weighting, along with qualitative and backstop indicators. This determines whether the 
whole financial instrument is in Stage 1, Stage 2, or Stage 3 and hence whether a 12-month or lifetime ECL should be recorded. Following 
this assessment, the Bank measures ECL as either a probability-weighted 12 month ECL (Stage 1), or a probability weighted lifetime 
ECL (Stages 2 and 3). These probability-weighted ECLs are determined by running each scenario through the relevant ECL model and 
multiplying it by the appropriate scenario weighting (as opposed to weighting the inputs).

As with any economic forecast, the projections and likelihoods of occurrence are subject to a high degree of inherent uncertainty, and 
therefore the actual outcomes may be significantly different to those projected. The Bank considers these forecasts to represent its best 
estimate of the possible outcomes and has analysed the non-linearities and asymmetries within the Bank's different portfolios to establish 
that the chosen scenarios are appropriately representative of the range of possible scenarios.

The Bank regularly reviews its methodology and assumptions to reduce any difference between the estimates and the actual loss of 
credit. Such back testing is performed at least once a year. 

The results of back testing the ECL measurement methodology are communicated to Bank’s Management and further steps for tuning 
models and assumptions are defined after discussions between authorised persons.

37.3.  Market risk 

The Bank takes on exposure to market risks. Market risks arise from open positions in (a) currency, (b) interest rates and (c) equity 
products, and (d) financial instruments (including derivatives), all of which are exposed to general and specific market movements. 
Management sets limits on the value of risk that may be accepted, which is monitored on a daily basis. However, the use of this 
approach does not prevent losses outside of these limits in the event of more significant market movements.

The Bank measures and monitors this risk element using Value-at-Risk methodology, static gap analysis and sensitivity analyses, and 
ALCO sets and enforces internal risk limits including stop-loss limit, position limits, cash flow limits for non-deliverable FX derivative, 
trading limit with banks and customers, and total credit exposure limits.

Moreover, the Bank performs stress testing on its material risks on a quarterly basis in order to assess risk bearing capacity of the Bank, 
further determine whether Bank has adequate capital and liquidity to endure a loss due to major changes and create additional 
capital reserve required for overcoming crisis and to improve an effectiveness of the action plan for unexpected situation. To ensure the 
achievement of the risk management, the Bank continuously develops and implements market risk measurement models, methodologies, 
limit setting processes as well as risk mitigation techniques in accordance with international best practices and standards. 

37.4.  Currency risk

Currency risk is the potential risk of loss that the value of financial instruments will fluctuate due to changes in foreign exchange rates. 
Within the scope of the currency risk management, the Bank complies with prudential ratios in single and aggregate foreign currencies 
to align potential losses associated with the exchange rate fluctuations to risk bearing capability of the banks set by the Bank of 
Mongolia. In addition, the Bank measures and manages its currency risk internally using Value-at-Risk methodology, which measures 
the potential amount that the Bank could lose from its open positions over the specific time frame for a given level of confidence. The 
VaR methodology employed by the Bank uses a one-day period, using 99% confidence level, of the potential loss that is not expected 
to be exceeded if the current market risk positions were to be held unchanged for one day, and are determined by observing market 
data movements over a 250-day period. The models assume that any changes occurring in the risk factors affecting the normal market 
environment will follow a normal distribution. In case there is a market instability, there is a high demand for accurate FX risk estimation. 
Therefore, the Bank has completed several large-scale developments for the FX risk management software, such as expanding the back 
testing method and models and improving risk management information system. The Bank uses these developments for its day-to-day 
operations and performs Value-at-Risk report, including the risk limit set by ALCO. 
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The ALCO also establishes trading limits in dealing with its counterparties and constantly monitors its performance. Moreover, the Bank 
has an FX risk contingency plan to take in case of unusual circumstances in the FX market that is based on currency risk stress testing 
performed on a quarterly basis, which results are reported to ALCO for decision making.

The table below summarises the Bank’s exposure to foreign currency exchange rate risk at the end of the reporting period:

At 31 December 2023 At 31 December 2022

In thousands 
of MNT

Monetary finan-
cial assets

Monetary financial 
liabilities Derivatives Net position

Monetary financial 
assets

Monetary finan-
cial liabilities Derivatives Net position

MNT 14,382,830,752 (11,124,138,959) (1,674,375,258) 1,584,316,535 11,033,605,880 (9,041,716,734) (1,177,315,414) 814,573,732

USD 1,734,884,856 (3,530,737,450) 1,716,515,636 (79,336,958) 2,647,234,835 (3,857,780,654) 1,301,466,648 90,920,829

EUR 22,410,954 (16,180,375) (54,010)  6,176,569 19,408,755 (19,577,161) (33,162) (201,568)

CNY 480,278,205 (474,355,148) (8,184) 5,914,873 477,834,556 (469,266,033) - 8,568,523

Other 67,778,812 (41,563,758) (515,907) 25,699,147 52,296,621 (24,122,071) (354,721) 27,819,829

Total 16,688,183,579 (15,186,975,690) 41,562,277 1,542,770,166 14,230,380,647 (13,412,462,653) 123,763,351 941,681,345

The following table presents sensitivities of profit or loss and equity to reasonably possible changes in exchange rates applied at the end 
of the reporting period relative to the functional currency of the respective Bank entities, with all other variables held constant:

In thousands of MNT At 31 December 2023 At 31 December 2022

USD strengthening by 15% (2022: strengthening by 15%) (11,900,544) 13,638,124

USD weakening by 15% (2022: weakening by 15%) 11,900,544 (13,638,124)

EUR strengthening by 15% (2022: strengthening by 15%) 926,485 (30,235)

EUR weakening by 15% (2022: weakening by 15%) (926,485) 30,235

CNY strengthening by 15% (2022: strengthening by 15%) 887,231 1,285,279

CNY weakening by 15% (2022: weakening by 15%) (887,231) (1,285,279)

Other strengthening by 15% (2022: strengthening by 15%) 3,854,872 4,172,974

Other weakening by 15% (2022: weakening by 15%) (3,854,872) (4,172,974)

37.5.  Interest rate risk

The Bank takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its financial position and 
cash flows. Interest margins may increase as a result of such changes but may reduce or create losses in the event that unexpected 
movements arise. 

The Bank measures and monitors the potential interest rate risk exposures on both banking and trading book positions. Changes in 
market interest rates directly impacts bank’s projected net interest income in the short term and impacts economic value of equity in 
the long term. In order to maintain the risk from market interest rate changes at the minimum, the Bank uses standard approaches and 
interest rate shock scenarios set out in the methodologies developed by the Basel Committee on Banking Supervision. Using the above 
mentioned methodologies ALCO approves internal risk limits. Herein: 

•	 To manage interest rate risk in trading book the Bank optimally sets the constraints such as position limit and stop loss limit using 
Liquidity adjusted Value-at-Risk method. 

•	 To manage interest rate risks on the banking book the Bank uses an earnings and economic value perspectives and monitoring 
associated limits adherence in the Bank on the monthly basis.  

In addition, the Bank ensures compliance with interest rate risk gap ratios set by the international financial institutions and performs 
interest rate stress testing on a quarterly basis and results are reported to ALCO for decision making.
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The table below summarises the Bank’s exposure to interest rate risks. The table presents the aggregated amounts of the Bank’s 
financial assets and liabilities at carrying amounts, categorised by the earlier of contractual interest repricing or maturity dates:

In thousands of MNT
Demand and less 

than 1 month
From 1 to 6 

months
From 6 to 12 

months
More than 1 

year
Non-interest 

bearing Total

31 December 2023

Total financial assets 5,418,887,907 2,727,309,738 2,028,362,996 5,190,873,927 1,374,980,388 16,740,414,956

Total financial liabilities 3,587,864,045  3,290,460,993 2,781,454,452 1,699,089,488 3,833,805,265 15,192,674,243

Net interest sensitivity gap at 31 Decem-
ber 2023 1,831,023,862 (563,151,255) (753,091,456)  3,491,784,439 (2,458,824,877) 1,547,740,713

31 December 2022

Total financial assets 3,290,658,076 2,822,553,292 1,974,346,084 4,013,476,352 2,262,274,272 14,363,308,076

Total financial liabilities 1,672,207,654 2,673,907,298 2,691,632,922 1,528,757,814 4,850,853,862 13,417,359,550

Net interest sensitivity gap at 31 Decem-
ber 2022 1,618,450,422  148,645,994  (717,286,838)  2,484,718,538 (2,588,579,590) 945,948,526

At 31 December 2023, if interest rates at that date had been 100 basis points lower (2022: 100 basis points lower) with all other variables 
held constant, profit for the year would have been MNT 12,222,949 thousands (2022: MNT 15,890,847 thousands lower) lower, as a 
result of a positive interest rate gap. Other components of equity would have been MNT 2,918,062 thousands (2022: MNT 2,907,025 
thousands) higher, as a result of an increase in the fair value of fixed rate financial assets at fair value through other comprehensive 
income.

If interest rates had been 100 basis points higher (2022: 100 basis points higher), with all other variables held constant, profit would have 
been MNT 12,222,949 thousands (2022: MNT 15,890,847 thousands higher) higher, as a result of a positive interest rate gap. Other 
components of equity would have been MNT 2,109,783 thousands (2022: MNT 787,938 thousands) lower, as a result of a decrease in 
the fair value of fixed rate financial assets at fair value through other comprehensive income.

The Bank monitors interest rates for its financial instruments. The table below summarises interest rates at the respective reporting date 
based on reports reviewed by key management personnel. For securities, the interest rates represent yields to maturity based on market 
quotations at the reporting date:

2023 2022

In % p.a. MNT USD EUR CNY Other MNT USD EUR CNY Other 

Assets

Cash and cash equivalents 10.14% 2.79% 0% 0% 0% 8.49% 1.41% 0% 0% 0%

Mandatory reserves 6.00% 0% - - - 5.50% 0% - - -

Investments in debt securities 12.29% 7.87% - - - 12.09% 6.42% - - -

Loans and advances to customers 16.16% 8.38% 7.91% - - 13.34% 6.20% 7.35% - -

Liabilities

Due to other banks 12.77% 0.08% 0% 0% 0% 12.91% 0.69% 0% 0% 0%

Repurchase agreements 13.29% - - - - 8.02% - - - -

Customer accounts

- current accounts 0.64% 0.27% 0% 0.24% 0% 0% 0% 0% 0% 0%

- demand deposits 6.58% 1.00% - 0.60% - 0% 0% - 0% -

- term deposits 12.47% 2.90% - 2.11% - 9.72% 2.36% - 1.46% -

Debt securities in issue 16.00% 9.66% - - - - - - - -

Other borrowed funds 3.22% 8.44% - - - 4.38% 7.12% 4.22% - -

Lease liabilities 16.84% - - - - 15.65% - - - -

The sign “-“ in the table above means that the Bank does not have the respective assets or liabilities in the corresponding currency.
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37.6.  Liquidity risk

The liquidity management of the Bank requires consideration of the level of liquid assets necessary to settle obligations as they fall 
due; maintaining access to a range of funding sources; maintaining funding contingency plans; and monitoring liquidity ratios against 
regulatory requirements. Liquidity risk is the risk that the Bank will be unable to meet its payment obligations when they fall due under 
normal and stressed circumstances. In order to limit this risk, management has arranged diversified funding sources in addition to its 
core deposit base, manages assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basis. This incorporates 
an assessment of expected cash flows and the availability of high-grade collateral which could be used to secure additional funding if 
required. The Bank also defines Liquidity risk early warning indicators based on its internal criteria to identify any negative trends and to 
detect and proactively respond to emergence of increased risks. These indicators enable timely recognition of potential crises or stress 
events, allowing the Bank to respond promptly and effectively.

The Bank always holds a sufficient amount of liquid assets which is much higher than the level required by the BoM. In addition, the 
Bank complies with the reserve requirement of 8% percent of customer’s MNT deposits and 18% of customer’s USD deposit based on 
the average period of two weeks. 
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The table below summarises the maturity profile of the Bank’s financial assets and liabilities at 31 December 2023 and 2022 based on 
contractual undiscounted repayment obligations. However, the Bank expects that many customers will not request repayment on the 
earliest date the Bank could be required to pay, and the table does not reflect the expected cash flows indicated by the Bank’s deposit 
retention history.

31 December 2023

In thousands of MNT
On

demand
Less than 3 

months
3 to 6

months
6 months to 1 

year
1 to 5
years

Over 5
years Total 

Assets

Cash and cash equivalents 777,130,513 4,196,480,753 –   –   –   –   4,973,611,266

Mandatory reserve 1,090,955,256 –   –   –   –   –   1,090,955,256

Due from other banks –   854,881 2,002,708 3,833,747 8,839,327 – 15,530,663

Investments in debt securities –   304,283,324 431,890,794 92,151,500 757,633,034 911,601,323 2,497,559,975

Investments in equity securities 4,970,548 –   –   –   –   –   4,970,548

Gross settled swaps and forward:

  – Inflows –   65,522,690  64,201,245 181,630,120 1,525,458,329 21,457,284    1,858,269,668 

  – Outflows –   (62,485,103) (57,051,673) (174,946,423) (1,496,061,976) (20,463,664) (1,811,008,839) 

Loans and advances to customers at 
amortised cost –   1,616,863,449 1,603,832,728 2,417,636,295 4,792,688,477 897,184,445 11,328,205,394

Loans and advances to customers at FVTPL –   5,964,912 4,596,602 9,250,293 69,713,228 206,874,067 296,399,102

Other financial assets –   6,162,428 –   –   –   –   6,162,428

Total financial assets 1,873,056,317 6,133,647,334 2,049,472,404 2,529,555,532 5,658,270,419 2,016,653,455 20,260,655,461

Liabilities

Due to banks 38,985,374 189,263,601 –   –   –   –   228,248,975

Repurchase agreement –   1,971,593 1,993,500 63,093,422 – –   67,058,515

Customer accounts 3,608,857,973 2,110,579,387 1,567,961,356 2,976,671,874 1,982,751,016 461,350,720 12,708,172,326

Derivative financial instruments –   5,698,552 –  –  –   –   5,698,552

Debt securities in issue – – 4,360,902 – 283,726,435 – 288,087,337

Other borrowed funds 13,490,873   120,944,203 75,127,647 345,150,476 1,820,536,961 264,111,132 2,639,361,292

Lease liabilities –   2,132,993 1,979,114   3,321,932    5,602,302    –   13,036,341

Other financial liabilities –   161,641,613 –   –   –   –   161,641,613

Total financial liabilities 3,661,334,220 2,592,231,942 1,651,422,519 3,388,237,704 4,092,616,714 725,461,852 16,111,304,951

Undrawn credit lines 636,504,815 –   –   –   –   –   636,504,815

Guarantees issued 142,011,464 –   –   –   –   –   142,011,464

Letters of credit 27,347,449 –   –   –   –   –   27,347,449

Undrawn credit cards 52,416,065 –   –   –   –   –   52,416,065

Factoring receivable 200,000 –   –   –   –   –   200,000

Total off-balance sheet items 858,479,793 – – – – – 858,479,793

Total financial liabilities and off-balance 
liabilities 4,519,814,013 2,592,231,942 1,651,422,519 3,388,237,704 4,092,616,714 725,461,852 16,969,784,744

Net (2,646,757,696) 3,541,415,392 398,049,885 (858,682,172) 1,565,653,705 1,291,191,603 3,290,870,717
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31 December 2022

In thousands of MNT
On

demand
Less than 3 

months
3 to 6

months
6 months to 1 

year
1 to 5
years

Over 5
years Total 

Assets

Cash and cash equivalents 1,794,774,691 2,582,324,566 –   –   –   –   4,377,099,257

Mandatory reserve 969,104,827 –   –   –   –   –   969,104,827

Gross settled swaps and forward:

  – Inflows –   59,068,144 47,465,269 201,141,987 878,274,460 68,041,093   1,253,990,953

  – Outflows –   (45,150,343) (40,200,785) (170,593,113) (805,649,362) (63,737,102)   (1,125,330,705)

Loans and advances to customers at 
amortised cost –   1,371,927,992 1,258,812,911 2,123,716,563 3,215,348,535 709,056,930 8,678,862,931

Loans and advances to customers at FVTPL –   17,951,542 25,144,181 56,198,387 150,943,158 329,661,364 579,898,632

Investments in debt securities 61,184,691 621,856,577 120,782,772 618,328,015 615,974,229 2,038,126,284

Investments in equity securities 4,267,181 –   –   –   –   –   4,267,181

Other financial assets –   2,703,046 –   –   –   –   2,703,046

Total financial assets 2,768,146,699 4,050,009,638 1,913,078,153 2,331,246,596 4,057,244,806 1,658,996,514 16,778,722,406

Liabilities

Due to banks 15,884,992 175,370,767 –   –   –   –   191,255,759

Repurchase agreement –   177,227,938 112,657,532 56,603,934 33,658,140 –   380,147,544

Due to customers 3,517,104,591 1,463,783,942 1,226,949,068 2,494,578,249 2,073,367,454 395,277,134 11,171,060,438

Derivative financial instruments –   505,456 1,106,782   1,401,821   1,882,838   –   4,896,897

Borrowed funds –   150,632,791 61,558,227 572,726,505 1,150,292,786 87,476,989 2,022,687,298

Other financial liabilities –   135,162,720 –   –   –   –   135,162,720

Lease liabilities –   2,593,267 2,462,448   4,534,349   5,927,116   –   15,517,180

Total financial liabilities 3,532,989,583 2,105,276,881 1,404,734,057 3,129,844,858 3,265,128,334 482,754,123 13,920,727,836

Undrawn credit lines 640,182,957 –   –   –   –   –   640,182,957

Guarantees issued 109,875,380 –   –   –   –   –   109,875,380

Letters of credit 24,667,537 –   –   –   –   –   24,667,537

Undrawn credit cards 61,741,646 –   –   –   –   –   61,741,646

Total off-balance sheet items 836,467,520 – – – – – 836,467,520

Total financial liabilities and off balance 
liabilities 4,369,457,103 2,105,276,881 1,404,734,057 3,129,844,858 3,265,128,334 482,754,123 14,757,195,356

Net (1,601,310,404) 1,944,732,757 508,344,096 (798,598,262) 792,116,472 1,176,242,391 2,021,527,050
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The Bank does not use the above maturity analysis based on undiscounted contractual maturities of liabilities to manage liquidity. 
Instead, the Bank monitors expected maturities and the resulting expected liquidity gap as follows:

In thousands of MNT
Demand and less 

than 1 month
From 1 to 6 

months
From 6 to 12 

months
From 12 months to 

5 years Over 5 years Total

At 31 December 2023

Financial assets 6,591,425,655 2,788,792,707 2,057,881,620 4,163,478,763 1,138,836,211 16,740,414,956

Financial liabilities 5,093,570,221 2,720,148,056 3,093,261,944 3,659,566,191 626,127,831 15,192,674,243

Net liquidity gap based 
on expected maturities 1,497,855,434 68,644,651 (1,035,380,324) 503,912,572 512,708,380 1,547,740,713

At 31 December 2022

Financial assets 5,469,547,353 2,769,257,794 1,999,798,601 3,208,950,608 915,753,720 14,363,308,076

Financial liabilities 4,577,841,434 2,400,497,181 2,944,336,334 3,018,898,988 475,785,613 13,417,359,550

Net liquidity gap based 
on expected maturities 891,705,919  368,760,613  (944,537,733) 190,051,620  439,968,107 945,948,526

The matching and/or controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental to the 
management of the Bank. It is unusual for banks ever to be completely matched since business transacted is often of an uncertain term 
and of different types. An unmatched position potentially enhances profitability, but can also increase the risk of losses. The maturities 
of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are important factors 
in assessing the liquidity of the Bank and its exposure to changes in interest and exchange rates.

Management believes that despite a substantial portion of customer accounts being on demand, diversification of these deposits by 
number and type of depositors, and the past experience of the Bank would indicate that these customer accounts provide a long-term 
and stable source of funding for the Bank.

37.7.  Operational risk

The Bank defines operational risk as an event affecting objectives and strategy of the Bank, caused by inadequate or failed internal 
processes, people of the Bank, or by external events. Operational risk includes following sub-categories:

•	 Internal fraud

•	 External fraud

•	 Employment breaches and health safety incidents

•	 Product and service error and deficiency

•	 Damage to physical assets

•	 Business disruption

•	 Performance error and deficiency

Operational risk does not include legal, compliance risk, information security or information technology risk and these are managed 
separately as risk categories. 

All departments and branch units in the first line of defence assume the responsibility for the day-to-day management of their operational 
risks.

In the second line of defence, Operational risk department has responsibility for developing and maintaining an effective operational 
risk management framework and relevant approaches. Operational risk department also provides guidance and supports the first line 
of defence in identifying, assessing, and mitigating risks.

In addition, Operational risk department prepares aggregated non-financial risk reports on half-year basis for review and decision by 
the Risk Management Committee of the Bank. There are several sub-committees under the Risk Management Committee, and the 
following sub-committees are working at the relevant levels of the bank for more detailed management and control of operational risks:

•	 Operational Risk Sub-committee

•	 Card and Digital Banking Risk Sub-committee

•	 Branch Risk Committee 

Internal audit, as the third line of defence, provides independent review regarding the first and second lines of defence activities.
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Operational risk management is supported by the GRC system, which enables visibility and timely reporting of risk information. The 
primary operational risk methodologies include Automated risk dashboards, Risk and Control Self-Assessment (RCSA), Loss database, 
Issue management and Key risk indicators (KRI) Branches and sub-branches of Retail Banking manage their daily operational risks by 
identifying and recording operational risks and taking risk mitigation measures according to the "Unit Riskboard" methodology.

The Bank has implemented RCSA to identify, assess and mitigate risks in selected key business processes and strategic projects in 
collaboration with relevant stakeholders in accordance with the plan. As part of the RCSA methodology, all identified risks and controls 
are recorded and monitored in the GRC system in an interconnected manner. Issues and loss events are recorded and analyzed within 
the context of relevant risks, controls, processes and products.

The "Financial Crime and Fraud Management Policy" was approved by the Board of Directors and Bank is working to ensure the 
implementation of policy in order to effectively implement the processes of preventing financial crime and fraud risk, improving control, 
reporting and detecting fraud, and taking relevant measures.

In order to reduce the risk affecting the Bank's business goals and strengthen the internal control framework, the Board of Directors 
has approved the "Internal Control Policy" and the Bank is working to ensure it’s implementation. In 2023, the assessment of the Bank's 
internal control framework was completed. We are also conducting a "Risk Control Matrix (RCM)” Assessment for high-risk business 
processes, assigning action plans that need to be improved as a result of the assessment, and monitoring their implementation. 

37.8  Legal and compliance risk 

The Bank's Board of Directors and Executive Management pay great attention to the establishment of an effective compliance 
risk management system at the Bank through the implementation of laws and regulations against money laundering and terrorist 
financing and approval of relevant policies and procedures including the Anti Money Laundering and Financial Crimes Policy as well 
as Compliance Program.

Legal risk is non-compliance of laws and regulations, rules, instructions and standards approved by the competent regulatory authorities, 
and failure to make relevant amendments to its contracts upon the introduction of newly approved legislation or amendments in a timely 
manner, as well as the occasion where the legal action needs to be taken.

Establishing an effective system of anti-money laundering and counter terrorist financing throughout the Bank has become an essential 
part of building the organization's resilience and ability to provide continuous and reliable customer service in line with the growing 
demands and expectations of international financial sanctions authorities, investors, and correspondent banks.

Key activities carried out in line with the Compliance Program are summarized below:

•	 Trainings and awareness raising in areas of preventing money laundering and other financial crimes were delivered to all employees 
throughout the year. In 2023, a total of 12,330 employees in duplicate numbers received classroom and online trainings in 33 separate 
sessions. In addition, compliance staff received professional designations such as CAMS, CGSS, CKYCA, and ICA certificates, that are 
well recognized by industry experts and are beneficial to the overall institutional capacity building.  

•	 The Bank underwent an independent audit review by PwC regarding the effectiveness of its AML/CFT processes and resources. The 
follow-up activities will even further the Bank’s overall ability with regards to compliance frameworks. 

•	 Despite ongoing uncertainty in the areas of sanctions regimes, Compliance continued to play integral role in the Bank’s navigation 
and adherence to different sanctions undertakings. Sanctions monitoring system checks were carried out frequently for fine-tuning. As 
a result, the overall quality of alerts was improved, and preventative actions were taken in timely manner. Considering the timing, the 
first overall sanctions enterprise-wide risk assessment took place using internationally recognized ACAMS tool and identified further 
areas of strengthening the risk controls.    

•	 In line with the Bank’s strategy to improve KYC process and digital transformation, E-KYC project was implemented to enable remote 
customer information refresh and non-face-to-face onboarding of minors.   

•	 Strategic meetings with major foreign correspondent banks and lenders took place to provide assurance on the effective compliance 
controls and culture at the Bank.  
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•	 Several information technology projects were implemented by compliance in line with the digital transformation and effective risk 
control strategy of the Bank such as:

1.	 Upgrading of the transaction monitoring system to the next version for better data analytics and introduction of machine learning. 

2.	Improving of reporting obligations to Mongolbank by automated report generations from various transactional channels.

3.	Inclusion of additional payment channels in transaction monitoring such as card systems

•	 Khan Bank also took active role in a comprehensive campaign led by several government agencies and law enforcement authorities 
to curb crimes related to organization of online gambling activities.

37.9.  Information security risk

The Bank organized an external audit for certification of ISO27001:2022 new updated standard of the Information Security Management 
System, and successfully certified and becoming the first organization in Mongolia to certify the new version which is ISO27001:2022.

The external audit covered Head offices, Data Centers, Ulaanbaatar and Rural Bank branches and no major non-conformity were found 
during the audit.

Also Having successfully obtained external audit of ISO27701:2019 Privacy information security standard, it has achieved great success as 
the first bank in the field of private banking sector in the global.

The external audit covered Head offices, Data Centers, Ulaanbaatar and Rural Bank branches and no major non-conformity were found 
during the audit.

External audit has been conducted within the framework of Payment card industry data security standard PCI DSS v3.2.1 and successfully 
re-validated the Certificate that implements the standard controls.

The Bank manages and maintains information security risks that have a potential impact on business and information technology at a 
low level. In order to systematically identify, analyse, evaluate, mitigate and report information security risks, the Bank follows best practices 
under ISO31000 (Risk management - Principles and Guidelines) and ISO27005 (Information Security Risk Management) standards.

The Bank implemented an information security management system according to ISO27001:2022, the international standard for 
information security which emphasises the safeguarding of information assets and risk-based approach framework. 

Information Security Risk Sub-committee regularly controls and discusses information security risks that may result potential damage in the 
event of loss of confidentiality, integrity, and availability of information assets by using the vulnerability of the information asset in order to 
effectively manage information security risks. 

In 2023, Cyber Security Department performed Information security risk assessment on 13 departments and units of Head Office, as 
well as branches and 8 sub-branches in UB and Rural area and identified information security risks which may occur within the scope 
of the activities and their information assets. Also conducted Privacy data impact assessment conducted on 23 departments as per 
ISO27701:2019 and identified information security risks which may occur within the scope of the activities and their information assets.

The Bank conducted Third party Information Security Risk Assessment remotely through a checklist for third parties who cooperate with the 
Bank under agreement. Within the scope of Information security risk assessment, third party agreement check is completed for 97% and 
20 third parties and detailed assessment was conducted in a consolidated manner based on the who is working with ITs area of activity. 
The results are registered in the third-party risk dashboard of Information Security Risk Subcommittee and the types of risk mitigation plans 
are selected and implemented.

In 2023, Cyber security department successfully completed regular internal audit in accordance with Requirements of ISO27001:2022 & 
PCI DSS v3.2.1 and information security policies and procedures. The audit covered 36 departments of Head office, 209 branches and 
units of UB and Rural Retail Banks.  

Information technology risk management

The Bank has an IT Risk Sub-Committee for effective IT risk management, and this committee identifies potential risks in the Bank's systems 
and IT operations and takes measures. In 2023, the risk assessment of newly introduced technologies was completed. In addition, a risk 
assessment methodology for IT projects was developed.

In addition, in order to ensure the availability of information technology services and the continuity of business operations, we regularly 
analyse problems and violations in operations and take timely measures if necessary. Risks identified through risk analysis and assessment 
are being managed in the IT risk dashboard along with related measures. In the reporting year, we focused on high-level risks related to 
information technology activities and worked to reduce the risk levels.

The Bank's information technology management and service system improvement and implementation activities are based on 
internationally recognized COBIT and ITIL systems. The IT audit examination based on the COBIT system is regularly conducted by an 
external audit organization, and this examination was conducted in 2023, and the average rating of competence was increased.
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38.  Offsetting Financial Assets and Financial Liabilities

Financial instruments subject to offsetting, enforceable master netting and similar arrangements are as follows at 31 December 2023:

In thousands of MNT

Gross amounts before 
offsetting in the 

statement of financial 
position 

Gross amounts set off 
in the statement of 

financial position 

Net amount after 
offsetting in the 

statement of financial 
position

ASSETS

Derivative financial instruments 89,313,290 (42,052,461) 47,260,829

TOTAL ASSETS SUBJECT TO OFFSETTING, MASTER NETTING AND 
SIMILAR ARRANGEMENT 89,313,290 (42,052,461) 47,260,829

LIABILITIES

Derivative financial instruments 47,751,013 (42,052,461) 5,698,552

TOTAL LIABILITIES SUBJECT TO OFFSETTING, MASTER NETTING AND 
SIMILAR ARRANGEMENT 47,751,013 (42,052,461) 5,698,552

Financial instruments subject to offsetting, enforceable master netting and similar arrangements are as follows at 31 December 2022:

In thousands of MNT

Gross amounts before 
offsetting in the 

statement of financial 
position 

Gross amounts set off 
in the statement of 

financial position 

Net amount after 
offsetting in the 

statement of financial 
position

ASSETS

Derivative financial instruments 151,120,104 (22,459,856) 128,660,248

TOTAL ASSETS SUBJECT TO OFFSETTING, MASTER NETTING AND 
SIMILAR ARRANGEMENT 151,120,104 (22,459,856) 128,660,248

LIABILITIES

Derivative financial instruments 27,356,753 (22,459,856) 4,896,897

TOTAL LIABILITIES SUBJECT TO OFFSETTING, MASTER NETTING AND 
SIMILAR ARRANGEMENT 27,356,753 (22,459,856) 4,896,897

Financial assets and liabilities are offset and the net amount reported in the statement of financial position only when there is a legally 
enforceable right to offset the recognised amounts, and there is an intention to either settle on a net basis, or to realise the asset and 
settle the liability simultaneously.

Such a right of set off (a) must not be contingent on a future event and (b) must be legally enforceable in all of the following circumstances: 
(i) in the normal course of business, (ii) the event of default and (iii) the event of insolvency or bankruptcy.

The Bank has master netting arrangements and similar arrangements with counterparties, which are enforceable in case of default. 
In addition, applicable legislation and procedure allow an entity to unilaterally set off trade receivables and payables that are due for 
payment, denominated in the same currency and outstanding with the same counterparty. These fall in the scope of the disclosure as 
they were set off in the statement of financial position. The Bank also placed margin deposits as collateral for its outstanding derivative 
positions. The counterparty may offset the Bank’s liabilities with the margin deposit in case of default.



162

39.  Fair value disclosures

Fair value measurements are analysed by level in the fair value hierarchy as follows: (i) level one are measurements at quoted prices 
(unadjusted) in active markets for identical assets or liabilities, (ii) level two measurements are valuations techniques with all material 
inputs observable for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three 
measurements are valuations not based on observable market data (that is, unobservable inputs). Management applies judgement 
in categorising financial instruments using the fair value hierarchy. If a fair value measurement uses observable inputs that require 
significant adjustment, that measurement is a Level 3 measurement. The significance of a valuation input is assessed against the fair 
value measurement in its entirety. 

(a)  Recurring fair value measurements

Recurring fair value measurements are those that the accounting standards require or permit in the statement of financial position at 
the end of each reporting period. The level in the fair value hierarchy into which the recurring fair value measurements are categorised 
are as follows: 

31 December 2023 31 December 2022

In thousands of MNT Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

ASSETS AT FAIR VALUE

FINANCIAL ASSETS 

Investments in debt securities

- Quoted bonds at fair value 77,090,484 - - 77,090,484 186,302,687 - - 186,302,687

- Senior RMBS, SFC at fair value - - 138,952,185 138,952,185 - - 74,849,224 74,849,224

- Junior RMBS, SFC at fair value - - 200,790,808 200,790,808 - - 174,218,961 174,218,961

Investments in equity securities

- Corporate shares 4,970,548 - - 4,970,548 4,267,181 - - 4,267,181

Loans and advances to customers at 
FVTPL - 183,423,240 - 183,423,240 - 378,606,395 - 378,606,395

Derivative financial instruments - 47,260,829 - 47,260,829 - 128,660,248 - 128,660,248

Other financial assets - - - - - - - -

NON-FINANCIAL ASSETS

Premises and equipment - - 293,504,464 293,504,464 - - 289,810,778 289,810,778

TOTAL ASSETS WITH RECURRING FAIR 
VALUE MEASUREMENTS 82,061,032 230,684,069 633,247,457 945,992,558 190,569,868 507,266,643 538,878,963 1,236,715,474

LIABILITIES CARRIED AT FAIR VALUE

FINANCIAL LIABILITIES 

Derivative financial instruments - 5,698,552 - 5,698,552 - 4,896,897 - 4,896,897

TOTAL LIABILITIES WITH RECURRING 
FAIR VALUE MEASUREMENTS - 5,698,552 - 5,698,552 - 4,896,897 - 4,896,897
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The description of valuation technique and description of inputs used in the fair value measurement for level 2 measurements at 31 
December 2023 and 31 December 2022:

In thousands of MNT 2023 2022 Valuation technique Inputs used

ASSETS AT FAIR VALUE

FINANCIAL ASSETS 

Loans and advances to customers at FVTPL 183,423,240 378,606,395 Market value approach Market price/Own price

Derivative financial instruments 47,260,829 128,660,248 Interest rate parity analysis/ 
Modified discount curve

Repo rate, policy rate, 28week BoM bill 
rate, Z-spread, LIBOR rates, SOFR rates, fu-

tures and swap rates, adjusted forward rate

LIABILITIES CARRIED AT FAIR VALUE

FINANCIAL LIABILITIES

Derivative financial instruments 5,698,552 4,896,897 Interest rate parity analysis/ 
Modified discount curve

Repo rate, policy rate, 28week BoM bill 
rate, Z-spread, LIBOR rates, SOFR rates, fu-

tures and swap rates, adjusted forward rate

TOTAL RECURRING FAIR VALUE MEASUREMENTS
AT LEVEL 2 224,985,517 502,369,746

There were no changes in valuation technique for level 2 recurring fair value measurements during the year ended 31 December 2023 
(31 December 2022: none).

The valuation technique, inputs used in the fair value measurement for level 3 measurements and related sensitivity to reasonably 
possible changes in those inputs are as follows at 31 December 2023:

In thousands of MNT
Fair

value
Valuation
technique

Inputs
used

Range of inputs 
(weighted average)

Reasonable 
change

Sensitivity of fair
value measurement

ASSETS AT FAIR VALUE

FINANCIAL ASSETS 

Investments in debt 
securities

- Senior RMBS, SFC at fair 
value 138,952,185 Market

comparable 
Market price/

Own price 100 1% '+/-1,389,522

- Junior RMBS, SFC at fair 
value 200,790,808 Market

comparable 
Market price/

Own price 100 1% '+/-2,007,908

NON-FINANCIAL ASSETS

Premises and equipment 293,504,464
Depreciated 

replacement cost, 
market comparison

Market price per 
square metre 

with appropriate 
adjustments

2,895-7,940 10% '+/-29,350,446

TOTAL RECURRING FAIR 
VALUE MEASUREMENTS 
AT LEVEL 3

633,247,457
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The valuation technique, inputs used in the fair value measurement for level 3 measurements and related sensitivity to reasonably 
possible changes in those inputs are as follows at 31 December 2022:

In thousands of MNT
Fair

value
Valuation
technique

Inputs
used

Range of inputs 
(weighted average)

Reasonable 
change

Sensitivity of fair
value measurement

ASSETS AT FAIR VALUE

FINANCIAL ASSETS 

Investments in debt 
securities

- Senior RMBS, at fair value 74,849,224 Market comparable 
companies

Market price/
Own price 100 1% +/-748,492

- Junior RMBS, SFC at fair 
value 174,218,961 Market comparable 

companies
Market price/

Own price 100 1% +/-1,742,190

NON-FINANCIAL ASSETS

Premises and equipment 289,810,778
Depreciated replace-

ment cost, market 
comparison

Market price per 
square metre 

with appropriate 
adjustments

2,895-7,940 10% +/-28,981,077

TOTAL RECURRING FAIR 
VALUE MEASUREMENTS 
AT LEVEL 3

538,878,963

The above tables disclose sensitivity to valuation inputs for financial assets and financial liabilities, if changing one or more of the 
unobservable inputs to reflect reasonably possible alternative assumptions would change fair value significantly. For this purpose, 
significance was judged with respect to profit or loss, and total assets or total liabilities, or, when changes in fair value are recognised in 
other comprehensive income, total equity.

There were no changes in valuation technique for level 3 recurring fair value measurements during the year ended 31 December 2023.

A reconciliation of movements in Level 3 of the fair value hierarchy by class of instruments for the year ended 31 December 2023 is as 
follows: 

In thousands of MNT Senior RMBS Junior RMBS, SFC Premises and equipment

Fair value at 1 January 2023 74,849,224 174,218,961 289,810,778

Depreciation charged to profit or loss - - (6,419,136)
Addition 254,638,300 38,660,100 -

Disposal (191,140,700) (13,811,300) (56,275)

Transfer - - 10,768,995

Changes in accrued interest 605,361 1,723,047 -

Write-offs - - (599,898)
Fair value at 31 December 2023 138,952,185 200,790,808 293,504,464
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A reconciliation of movements in Level 3 of the fair value hierarchy by class of instruments for the year ended 31 December 2022 is as 
follows: 

In thousands of MNT Senior RMBS Junior RMBS, SFC Premises and equipment

Fair value at 1 January 2022 36,536,559 113,368,465 283,199,116

Depreciation charged to profit or loss - - -
Addition 156,306,800 51,379,800 (5,954,516)

Disposal (121,988,100) - (282,823)

Transfer - - 12,857,323

Changes in accrued interest 3,993,965 9,470,696 -

Write-offs - - (8,322)
Fair value at 31 December 2022 74,849,224 174,218,961 289,810,778

(b)  Non-recurring fair value measurements

The Bank has written down its non-current assets held for sale to fair value less costs to sell. The fair value belongs to level 3 measurements 
in the fair value hierarchy. The valuation technique and inputs used in the fair value measurement at 31 December 2023:

In thousands of MNT Fair value Valuation technique Inputs used
Range of inputs 

(Weighted average)

Non-current assets held for sale 389,140 Depreciated replacement 
cost, market comparison

Market price per square 
metre with appropriate 

adjustments
282,670-1,496,770

The valuation technique and inputs used in the fair value measurement at 31 December 2022:

In thousands of MNT Fair value Valuation technique Inputs used
Range of inputs 

(Weighted average)

Non-current assets held for sale 3,480,567 Depreciated replacement 
cost, market comparison

Market price per square 
metre with appropriate 

adjustments
7,179,388

(c)  Valuation processes for recurring and non-recurring level 3 fair value measurements

Level 3 valuations are reviewed on an annual basis by the Bank’s Financial Management Department along with Property Management 
Department in case of premises and Market Risk Department in case of investment securities. The management of the Bank considers 
the appropriateness of the valuation model inputs, as well as the valuation result using various valuation methods and techniques 
generally recognised as standard within the financial services industry. In selecting the most appropriate valuation model the committee 
performs back testing and considers which model’s results have historically aligned most closely to actual market transactions. 
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(d)  Assets and liabilities not measured at fair value but for which fair value is disclosed

Fair values analysed by level in the fair value hierarchy and carrying value of assets not measured at fair value are as follows:

31 December 2023 31 December 2022

In thousands of MNT
Level 1 

fair value
Level 2 

fair value
Level 3 

fair value Fair value Carrying value
Level 1 

fair value
Level 2 

fair value
Level 3 

fair value Fair value Carrying value

FINANCIAL ASSETS 

Cash and cash equivalents 235,566,035 4,722,159,716  - 4,957,725,751 4,957,727,074 212,128,736  4,161,283,465  - 4,373,412,201 4,373,412,201

Mandatory reserves with the Bank 
of Mongolia - 1,090,955,256 - 1,090,955,256 1,090,955,256 - 969,104,827 - 969,104,827 969,104,827

Due from other banks - 13,728,242 - 13,728,242 13,728,242 - - - - -

Investments in debt securities 1,063,175,375 7,315,571 122,330,472 1,192,821,418 1,185,802,247 910,520,709 16,206,688 71,111,287 997,838,684 1,038,725,692

Loans and advances to customers - - 8,580,253,201 8,580,253,201 8,833,551,615 - - 6,721,694,050 6,721,694,050 7,032,457,614

Other financial assets - - 6,162,428 6,162,428 6,162,428 - - 2,703,046 2,703,046 2,703,046

TOTAL 1,298,741,410 5,834,158,785 8,708,746,101 15,841,646,296 16,087,926,862 1,122,649,445 5,146,594,980 6,795,508,383 13,064,752,808 13,416,403,380

Fair values analysed by level in the fair value hierarchy and carrying value of liabilities not measured at fair value are as follows: 

31 December 2023 31 December 2022

In thousands of MNT
Level 1 

fair value
Level 2 

fair value
Level 3 

fair value Fair value Carrying value
Level 1 

fair value
Level 2 

fair value
Level 3 

fair value Fair value Carrying value

FINANCIAL LIABILITIES 

Due to other banks - 228,123,208 - 228,123,208 228,123,208 - 191,080,282 - 191,080,282 191,080,282

Repurchase agreements - 60,182,082 - 60,182,082 60,182,082 - 367,267,329 - 367,267,329 367,267,329

Customer accounts - 12,380,560,457 - 12,380,560,457 12,378,271,995 - 10,884,102,500 - 10,884,102,500 10,930,788,356

Other borrowed funds - 2,092,992,641 - 2,092,992,641 2,121,721,870 - 1,743,845,236 - 1,743,845,236 1,776,932,717

Debt securities in issue - 223,998,582 - 223,998,582 223,998,582 - - - - -

Lease liabilities 13,036,341 - 13,036,341 13,036,341 - 11,231,249 - 11,231,249 11,231,249

Other financial liabilities - - 161,641,613 161,641,613 161,641,613 - - 135,162,720 135,162,720 135,162,720

TOTAL - 14,998,893,311 161,641,613 15,160,534,924 15,186,975,691 - 13,197,526,596 135,162,720 13,332,689,316 13,412,462,653 

The fair values in level 2 and level 3 of fair value hierarchy were estimated using the discounted cash flows valuation technique. The 
fair value of floating rate instruments that are not quoted in an active market was estimated to be equal to their carrying amount. The 
fair value of unquoted fixed interest rate instruments was estimated based on estimated future cash flows expected to be received 
discounted at current interest rates for new instruments with similar credit risk and remaining maturity.
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40.  Related party disclosures

Parties are generally considered to be related if the parties are under common control, or one party has the ability to control the other 
party or can exercise significant influence over the other party in making financial or operational decisions. In considering each possible 
related party relationship, attention is directed to the substance of the relationship, not merely the legal form.

In the normal course of business, the Bank enters into transactions with its major shareholders, directors and other related parties. These 
transactions include settlements, issuance of loans, deposit taking, guarantees, other borrowed funds and Letter of credits. According to 
the Bank’s policy the terms of related party transactions are equivalent to those that prevail in arm’s length transactions. 

Related party categories are as follows:

Main shareholder: HS Holdings Co. Ltd is the main shareholder of the Bank, refer to Note 1.
Other significant shareholder: Tavan Bogd Trade Co. Ltd is the significant shareholder of the Bank.

Key management personnel: Executive managers and Board of directors of the Bank.
Other related parties: Entities controlled by main and other significant shareholders. 

At 31 December 2023, the outstanding balances with related parties were as follows:

In thousands of MNT Main shareholder
Other significant 

shareholder
Key management 

personnel Other related parties

Loans and advances to customers (contractual interest 
rate: 2.4% – 24%) - - 3,201,749 65,358,478

Receivables - 86,632 - -

Long-term swaps (fair value) - - - 282,675

Deposit accounts (contractual interest rate: 0.0% ‒ 
13.3%) 214,890 49,178,646 4,165,789 157,740,383

Other borrowed funds (contractual interest rate: 9.77%) 35,311,033 - - -

Share capital owned under ESPP - - 657,025 -

The income and expense items with related parties for 2023 were as follows:

In thousands of MNT Main shareholder
Other significant 

shareholder
Key management 

personnel Other related parties

Interest income - 128,257 194,939 1,881,484

Interest expense 3,433,810 378,286 756,251 1,295,904

Operating expenses - 625,537 13,749,840 57,216,637

Operating expenses included rent, maintenance of ATMs, vehicles and other service expenses. 



168

At 31 December 2023, other rights and obligations with related parties were as follows:

In thousands of MNT Main shareholder
Other significant 

shareholder
Key management 

personnel Other related parties

Irrevocable undrawn credit lines - - 286,094 135,824

Approved limits - 3,362,476 - -

Guarantees issued - - - 87,554

Letter of credits - - - 6,163,706

At 31 December 2022, the outstanding balances with related parties were as follows:

In thousands of MNT Main shareholder
Other significant 

shareholder
Key management 

personnel Other related parties

Loans and advances to customers (contractual interest 
rate: 2.4% – 18%) - - 2,371,287 48,447,881

Receivables - 86,632 - -

Long-term swaps (fair value) - - - 4,264,836

Deposit accounts (contractual interest rate: 0.0% ‒ 13.3 
%) 172,729 37,857 6,775,216 27,950,906

Other borrowed funds (contractual interest rate: 7.41% 
‒ 8.01%) 60,173,259 - - -

Share capital owned under ESPP - - 608,838 -

The income and expense items with related parties for 2022 were as follows:

In thousands of MNT Main shareholder
Other significant 

shareholder
Key management 

personnel Other related parties

Interest income - 112,475 168,953 1,718,270

Interest expense 1,049,971 - 284,007 361,500

Operating expenses - 624,054 11,140,280 42,984,649

At 31 December 2022, other rights and obligations with related parties were as follows:

In thousands of MNT Main shareholder
Other significant 

shareholder
Key management 

personnel Other related parties

Irrevocable undrawn credit lines - - 289,527 134,212

Approved limits - 8,345 - -

Guarantees issued - - - 2,731,036

Letter of credits - - - 1,288,310

Key management compensation is presented below:

In thousands of MNT 2023 2022

Short-term benefits:

- Salaries and other allowances 12,222,080 9,902,471

- Short-term bonuses 1,527,760 1,237,809

Total 13,749,840 11,140,280
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41.  Maturity analysis of assets and liabilities

The table shows an analysis of assets and liabilities analysed according to when they are expected to be recovered or settled. See Note 
37 'Liquidity risk and funding management' for the Bank's contractual undiscounted repayment obligations for financial assets and 
liabilities.

At 31 December 2023

In thousands of MNT
Less than

12 months
More than
12 months Total

Financial assets

Cash and cash equivalents 4,957,727,074 –   4,957,727,074

Mandatory reserves with Bank of Mongolia 1,090,955,256 –   1,090,955,256

Due from banks 5,318,242 8,410,000 13,728,242

Investments in debt securities 721,294,868 881,340,856 1,602,635,724

Investments in equity securities 4,970,548 –   4,970,548

Derivative financial instruments 16,870,856 30,389,973 47,260,829

Loans and advances to customers at AC 4,627,054,654 4,206,496,961 8,833,551,615

Loans and advances to customers at FVTPL 7,746,056 175,677,184 183,423,240

Other financial assets   6,162,428 –   6,162,428

Total 11,438,099,982 5,302,314,974 16,740,414,956

Non-financial assets

Investments in associates 283,589 –   283,589

Other assets 101,540,824  –     101,540,824

Intangible asset –   43,529,294 43,529,294

Right of use assets 6,819,642 5,295,455 12,115,097

Property and equipment –   452,369,173 452,369,173

Non-current assets classified as held for sale 389,140 - 389,140

Total 109,033,195 501,193,922 610,227,117

Total 11,547,133,177 5,803,508,896 17,350,642,073

Financial liabilities

Due to other banks 228,123,208 –   228,123,208

Repurchase agreements 60,182,082 – 60,182,082

Customer accounts 9,954,284,612 2,423,987,383 12,378,271,995

Derivative financial instruments 5,698,552 – 5,698,552

Debt securities in issue 4,360,901 219,637,681 223,998,582

Other borrowed funds 485,255,214 1,636,466,656 2,121,721,870

Lease liabilities 7,434,039 5,602,302 13,036,341

Other liabilities 161,641,613 –   161,641,613

Total 10,906,980,221 4,285,694,022 15,192,674,243

Non-financial liabilities

Current income tax liabilities 27,366,766 –   27,366,766

Deferred tax liabilities –   8,855,501 8,855,501

Other liabilities 30,010,202 –   30,010,202

Total 57,376,968 8,855,501 66,232,469

Total 10,964,357,189 4,294,549,523 15,258,906,712

Net 582,775,988 1,508,959,373 2,091,735,361
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At 31 December 2022

In thousands of MNT
Less than

12 months
More than
12 months Total

Financial assets

Cash and cash equivalents 4,373,412,201 –   4,373,412,201

Mandatory reserves with Bank of Mongolia 969,104,827 –   969,104,827

Investments in debt securities 720,472,369 753,624,195    1,474,096,564

Investments in equity securities 4,267,181 –   4,267,181

Derivative financial instruments 51,731,160 76,929,088 128,660,248

Loans and advances to customers at AC 4,039,870,175 2,992,587,439 7,032,457,614

Loans and advances to customers at FVTPL 77,042,788 301,563,607 378,606,395 

Other financial assets  2,703,046 –   2,703,046

Total 10,238,603,747 4,124,704,329 14,363,308,076 

Non-financial assets

Investments in associates 283,589 –   283,589

Other assets  73,658,397 –    73,658,397 

Intangible asset –   46,286,024 46,286,024

Right of use assets 6,450,464 3,752,483 10,202,947

Property and equipment –   455,493,746 455,493,746

Non-current assets classified as held for sale 3,480,567 - 3,480,567

Total 83,873,017 505,532,253 589,405,270

Total 10,322,476,764 4,630,236,582 14,952,713,346

Financial liabilities

Due to other banks 191,080,282 –   191,080,282

Repurchase agreements 336,370,023 30,897,306 367,267,329

Customer accounts 8,516,017,213 2,414,771,143 10,930,788,356

Derivative financial instruments 3,014,059 1,882,838 4,896,897

Other borrowed funds 734,089,415 1,042,843,302 1,776,932,717

Lease liabilities 6,941,236 4,290,013 11,231,249

Other liabilities 135,162,720 –   135,162,720 

Total 9,922,674,948 3,494,684,602 13,417,359,550 

Non-financial liabilities

Current income tax liabilities 3,957,990 –   3,957,990

Deferred tax liabilities –   4,709,251 4,709,251

Other liabilities 11,320,489  –   11,320,489  

Total 15,278,479 4,709,251 19,987,730 

Total 9,937,953,427 3,499,393,853 13,437,347,280

Net 384,523,337  1,130,842,729 1,515,366,066

42.  Capital adequacy

The adequacy of the Bank’s capital is monitored using the rules and ratios established by BoM. During 2023 and 2022, the Bank 
complied in full with the capital requirements set by the regulatory body.

Capital management

The primary objectives of the Bank's capital management are to ensure that the Bank complies with externally imposed capital 
requirements and that the Bank maintains healthy capital ratios to be able to absorb negative shocks.

The Bank manages its capital structure and makes adjustments to it in the light of changes in economic conditions and the risk 
characteristics of its activities.
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Regulatory capital

BoM requires commercial banks to maintain a minimum core capital adequacy ratio of 9% (2022: 9%) and risk weighted capital ratio 
of at least 13% (2022: 13%) compiled on the basis of total capital and total assets as adjusted for their intrinsic risk characteristics. 

Based on information provided internally to key management, the Bank has complied with all externally imposed capital requirements 
as of 31 December 2023 and at the end of 2022 and the capital adequacy ratios of the Bank as at 31 December were as follows:

31 December 2023 31 December 2022

Core capital adequacy ratio 18.63% 16.69%

Risk-weighted capital ratio 18.63% 16.69%

The capital adequacy ratios of the Bank as at 31 December were as follows:

In thousands of MNT 31 December 2023 31 December 2022

Ordinary shares 191,219,800 172,097,820

Share premium 164,257,808 -

Retained earnings 1,649,038,593 1,268,756,786

Total Tier I Capital 2,004,516,201 1,440,854,606

Total capital /capital base 2,004,516,201 1,440,854,606

43.  Events after the reporting date

On 16 February 2024, the Bank declared a dividend in the amount of MNT 271,015,823 thousands to its shareholders in proportion to 
their ownership.

Management is not aware of other events that occurred after the end of the reporting period, which would have any impact on these 
financial statements.

44.  Mongolian translation

These financial statements are also prepared in the Mongolian language. In the event of discrepancies or contradictions between the 
English version and the Mongolian version, the English version will prevail.
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