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Executive summary

Mongolia's financial and corporate sectors are making steady progress toward adopting the IFRS
Sustainability Disclosure Standards (IFRS S1 and S2), which set a global benchmark for sustainability
and climate-related financial reporting. This readiness assessment explores the country’s capacity
to implement these standards and outlines key strengths, challenges, and strategic priorities for a
phased and locally adapted rollout. The findings are based on a robust methodology, including a
review of relevant laws and policies, a national survey of 189 organizations, a pilot reporting exercise
with a major listed company, international comparisons, and extensive stakeholder engagement.

The assessment highlights the key findings across three interconnected dimensions of Mongolia's
sustainability reporting landscape:

e Market Participants: Growing Awareness, Limited Capacity. Mongolia's corporate sector is
stillinthe early stages of preparing for IFRSS1 and S2. While awareness of sustainability reporting
is increasing, most companies lack the necessary data systems, analytical tools, and technical
expertise to produce high-quality disclosures. Only 17% of surveyed organizations currently
track their greenhouse gas emissions, and understanding of concepts like financial materiality
remains low. These gaps highlight the need for targeted interventions-such as a phased
adoption approach to allow companies time to prepare, tailored guidance, capacity-building
programs, and digital solutions-to support companies in meeting reporting expectations.

Insights from an IFRS template pilot exercise with one of Mongolia’s largest listed firms, reflect
both the opportunities and challenges ahead. The company was able to draw on existing
environmental management systems to support its reporting efforts, but encountered
difficulties in interpreting IFRS Sustainability Standards’ terminology, consolidating data across
operations, and applying materiality judgments. This experience underscores the importance
of practical support and senior-level engagement to enable successful implementation.

o Institutional and Regulatory Landscape: Laying the Groundwork. Mongolia has taken
meaningful steps to establish the policy foundations for sustainability reporting. The official
translation of IFRS S1 and S2 into Mongolian, along with ESG reporting guidance for listed
companies, reflects growing institutional commitment. Additional initiatives-such as the
development of a national green finance taxonomy and climate risk disclosure guidelines
for banks-signal momentum toward a more comprehensive regulatory framework.

However, the current legal mandate for sustainability reporting remains limited in scope.
Most companies are not yet subject to binding requirements, and enforcement mechanisms
are still evolving. Oversight responsibilities are distributed across several agencies-including
the Ministry of Finance, Financial Regulatory Commission, central bank, and stock exchange-
without a formal coordination structure, resulting in gaps and overlaps. Assurance systems
and professional expertise to verify ESG disclosures are also in the early stages of development.

To move from policy intent to practical implementation, Mongolia will need to strengthen
regulatory clarity, establish formal coordination mechanisms, and invest in institutional capacity
to support consistent and credible reporting.



o Broader Reporting Ecosystem: Building the Foundations for Scale. Beyond individual firms
and regulators, Mongolia's broader sustainability reporting ecosystem is beginning to take
shape. Stakeholder interest is rising, and foundational elements-such as policy support and
early guidance-are in place. However, systemic capacity-building is essential to enable reliable,
comparable, and decision-useful disclosures. This includes investments in data infrastructure,
assurance capabilities, and human capital across the reporting value chain.

Overall, Mongolia has taken important first steps toward establishing a sustainability reporting
framework that meets international expectations while reflecting local realities. The readiness
assessment reveals a promising foundation, but also a clear need for continued investment,
coordination, and support. A phased approach-starting with voluntary adoption, pilot testing, and
gradual mandating-offers a practical roadmap for implementation. While IFRS S1 and S2 focus on
financial materiality, Mongolia may consider expanding its materiality lens over time, particularly if
aligning corporate reporting with the Sustainable Development Goals becomes a strategic priority.
The country’s economic profile-particularly its integration with global supply chains and investor
networks-suggests that information on broader impacts may be increasingly relevant and expected.
With a structured approach, strong leadership, and collaborative effort, Mongolia can build a
disclosure system that enhances transparency, attracts investment, and contributes to long-term
economic and environmental resilience.
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1. Introduction

1.1 Context and Objectives

Global corporate reporting is entering a new era with the introduction of the IFRS Sustainability
Disclosure Standards. In June 2023, the International Sustainability Standards Board (ISSB) released
IFRS S1 (General Requirements for Disclosure of Sustainability - related Financial Information) and
IFRS S2 (Climate-related Disclosures) - the first unified global baseline for sustainability related
financial disclosure. Effective from January 1, 2024, these standards require companies to disclose
material sustainability risks and opportunities (under IFRS S1) and provide specific climate-related
disclosures (under IFRS S2). By mid-2025, thirty-six jurisdictions’ - representing over half of global
GDP - had taken steps to adopt or incorporate these standards, reflecting growing expectations
from investors, regulators, and markets for high-quality, comparable sustainability information.

Mongolia, which has a long-standing commitment to IFRS financial reporting since the enactment
of its 1993 Accounting Law, is now positioning itself to align with these new sustainability disclosure
standards. The Sustainability Disclosure and Management Hub (SDMH) initiative, led by the United
Nations Development Programme (UNDP) under the EU’s Sustainable Finance Advisory Hub (SFAH)
and in partnership with the Ministry of Finance, supports Mongolia in designing and implementing
national sustainability disclosure frameworks aligned with global standards, including the IFRS S1
and S2.

Obijectives of the Assessment: The primary goal is to evaluate Mongolia’s preparedness to implement
IFRS S1 and S2 and to identify the steps needed to bridge gaps. Specifically, the assessment aims to:

e Benchmark the current legal and regulatory environment against the requirements of IFRS S1
and S2, highlighting areas of alignment and gaps.

e Analyze the awareness, capacity, and practices of key stakeholders, including companies
(preparers), regulators, auditors, and other assurance providers, in relation to sustainability
disclosure.

¢ Identify challenges and needs in areas such as governance structures, data systems, risk
management, and assurance processes that would affect IFRS S1 and S2 adoption.

e Incorporate international lessons by comparing Mongolia's readiness with approaches taken in
other jurisdictions, to inform a context-appropriate implementation strategy.

Ultimately, this assessment provides a factual baseline and practical recommendations to guide
policymakers, regulators, and market participants in phasing in IFRS-aligned sustainability reporting
standards. The findings will serve as a foundation for developing policies and capacity-building
programs that ensure the adoption of the ISSB standards is both effective and suited to Mongolia's
context.

1 IFRS Foundation. (June 2025) IFRS Foundation publishes jurisdictional profiles providing transparency and evidencing
progress towards adoption of ISSB Standards. Retrieved from: https:.//www.ifrs.org/news-and-events/news/2025/06/
ifrs-foundation-publishes-jurisdictional-profiles-issb-standards/
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In parallel, Mongolia has committed to adopting International Public Sector Accounting Standards
(IPSAS) to enhance fiscal transparency. However, the 2021 Public Expenditure and Financial
Accountability (PEFA) assessment noted that many public entities still rely on modified accrual
reporting and face significant capacity constraints?. The upcoming IPSASB SRS ED 1 on Climate-
related Disclosures3, expected in December 2025, presents another opportunity for reform - though
translation and preparatory work have not yet begun. Lessons learned from the IFRS S1 and S2
implementation process can offer valuable insights for strengthening sustainability reporting in the
public sector.

Globally, the reliability of sustainability disclosures is increasingly linked to assurance practices. In
November 2024, the International Auditing and Assurance Standards Board (IAASB) released ISSA
50004 a comprehensive standard for assurance engagements on sustainability reports prepared
under IFRS S1 and S2, GRI, and other frameworks. The standard becomes effective on December
15, 2026, with early adoption permitted. According to IAASB's 2025 update, many jurisdictions are
already moving toward integrating assurance requirements. In Mongolia, where sustainability
assurance is still nascent and ISSA 5000 has not yet been translated, adopting the standard could
significantly enhance the credibility and trustworthiness of disclosures. As such, assessing readiness
for reporting must also include consideration of assurance mechanisms, as the value of sustainability
information depends not only on its production but also on its verification.

1.2 Approach and Methodology

The assessment employed a multi-pronged methodology to ensure a comprehensive evaluation:

e Legal and Policy Review: An in-depth review of Mongolia's existing laws, regulations, and
policy instruments was conducted to determine how well the current framework supports
sustainability disclosures. This included mapping key provisions of laws (e.g. Accounting Law,
Company Law, Environmental laws, Auditing Law, Tax laws, Corporate Governance Code) against
the core elements of IFRS S1 and S2. Relevant national strategies (such as Mongolia's Vision
2050 development policy and Nationally Determined Contribution commitments) were also
examined for alignment with sustainability reporting objectives. This analysis identified areas
where the legal foundation is strong, as well as gaps where new regulations or amendments
may be needed.

e Stakeholder Survey: A cross-sectoral questionnaire survey was administered to capture
the readiness and perspectives of organizations across the Mongolian economy. The survey
covered 189 organizations spanning listed companies, private enterprises, state-owned

2 World Bank. (2021). Mongolia Public Expenditure and Financial Accountability (PEFA) Performance Assessment Report.

3 IPSASB Sustainability Reporting Standard Exposure Draft 1: Climate-related Disclosures (Nov,2024)
https://www.ipsasb.org/publications/ipsasb-srs-exposure-draft-1-climate-related-disclosures

4 International Auditing and Assurance Standards Board (IAASB). International Standard on Sustainability Assurance (ISSA)
5000: General Requirements for Sustainability Assurance Engagements. (Nov,2024). htips://www.iaasb.org/publications/
international-standard-sustainability-assurance-5000-general-requirements-sustainability-assurance
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enterprises (SOEs), financial institutions, and other entities. It was structured into thematic
sections mirroring IFRS S1 and S2 core contents (governance, strategy, risk management, metrics
& targets), and included 45 questions on current practices, awareness levels, data capabilities,
and perceived challenges. Outreach for the survey was broad-based: all 164 companies listed
on the Mongolian Stock Exchange (MSE) were invited (with over one-third responding, including
almost all Tier I large companies), and through partnerships with industry bodies (e.g. the
Chamber of Commerce and Mongolian Sustainable Finance Association). While the data is self-
reported by participants (a limitation acknowledged in interpreting results), it provides valuable
insight into the general state of readiness and common gaps as perceived by the market.

o Pilot Disclosure Exercise: To complement the survey and validate practical challenges, a pilot
reporting exercise was undertaken with a leading Mongolian company. The selected pilot
company is one of the largest publicly listed manufacturing companies in Mongolia, with
multiple subsidiaries and international management system certifications, including ISO 14001.

¢ International Benchmarking: The assessment incorporated comparative analysis from other
jurisdictions that are also adopting or promoting sustainability reporting standards. Case
studies from Singapore, Malaysia, the People’s Republic of China (PRC), and the European Union
(EU) were reviewed.

o Stakeholder Consultations: Throughout the assessment, consultations and validation
meetings were held with key stakeholders, including financial regulators (e.g. Financial
Regulatory Commission, Bank of Mongolia), the stock exchange, industry associations (such as
the Mongolian Sustainable Finance Association and professional accounting bodies).

By combining documentary analysis, broad quantitative data, a focused pilot study, and lessons from
abroad, this assessment provides a holistic view of Mongolia's readiness for sustainability disclosure.
It identifies not only what gaps exist but also why they exist and how they might be addressed. The
following sections present the key findings in detail, beginning with the current regulatory landscape
and then examining the readiness of institutions and market participants.®

5 Note: All findings are based on information collected up to July 2025. Survey percentages cited are based on the 189 respondent sample.
Limitations include reliance on self-reported data and the fact that many standards are newly issued; these are partly mitigated by cross-
verification through the pilot and consultations where possible.
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2. Regulatory landscape

Mongolia's regulatory framework for corporate sustainability and climate disclosure is evolving, with
several recent initiatives laying the groundwork for future IFRS S1 and S2 adoption:

e Financial Reporting Laws: The Accounting Law of Mongolia (2015, revised) provides the
foundation for corporate reporting.

o Corporate Governance Code: In 2022, the Financial Regulatory Commission (FRC) updated the
Corporate Governance Code for listed companies.

¢ Voluntary ESG Reporting Guidance: In 2022, the FRC, in partnership with the Mongolian
Sustainable Finance Association (MSFA) and with support from the International Finance
Corporation (IFC) and UNDP, issued Mongolia's first ESG Reporting Guidance. As of 2023, the
Mongolian Stock Exchange (MSE) made it mandatory for Tier I listed companies (the largest
firms) to disclose ESG information annually using templates, while Tier Il and III companies are
encouraged to report voluntarily.

¢ Climate Disclosure for Financial Institutions: In May 2025, the Bank of Mongolia (central
bank), with UN ESCAP and NDC Partnership support, launched a Climate Risk Disclosure
Guideline and template for financial institutions.

e Environmental and Climate Legislation: Mongolia's Environmental Protection Law and
related statutes require environmental impact assessments and pollution disclosures for
certain activities.

¢ Translations of IFRS S1 and S2: A significant milestone was achieved in July 2024 when the
Mongolian Institute of Certified Public Accountants (MonICPA), under license from the IFRS
Foundation, translated the full text of IFRS S1 and S2 into Mongolian.

¢ Institutional Collaboration and Capacity Building: To bridge knowledge gaps and facilitate
implementation, regulators and development partners have launched targeted training
programs. For instance, SDMH, in collaboration with the IFRS Foundation and Global Reporting
Initiative (GRI), conducted a series of workshops in March and April 2025 for regulators,
corporates, and industry associations. These efforts are part of a broader push to strengthen
institutional partnerships and align Mongolia's regulatory ecosystem with international
sustainability disclosure standards.

On top of these recent initiatives, there are several key laws and regulations that partially enable
alignment with IFRS S1 and S2 standards. The partial alignments are further explored by the core
ESG provisions and their relevance to the sustainability standards through desk research shown in a
table 1 in the Annex 2.
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Taken together, these developments demonstrate a commitment at the policy level to move toward
IFRS-aligned sustainability reporting. Mongolia has the translations of standards, initial voluntary
guidance, and some sectoral initiatives in place. However, most of these measures are either
voluntary or in pilot stages, there is not yet a comprehensive, mandatory sustainability reporting
regime. The existing legal instruments (accounting, environmental, corporate laws) provide partial
support but do not fully cover the breadth of IFRS S1 and S2 requirements. For example, current
rules encourage ESG reporting and climate consideration but do not compel companies to disclose
climate-related financial impacts, governance of sustainability issues, or detailed risk management
processes as IFRS S1 and S2 would. This partial coverage means further regulatory action is highly
needed to formally adopt the ISSB standards and require compliance over time.
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3. Readiness of companies and
market participants

This section presents the findings of the readiness assessment pertaining to companies’ and other
stakeholders' capacities, practices, and needs. It draws largely from the survey of 189 organizations
and is enriched by insights from the template pilot exercise.

3.1 Respondent profile
3.1.1 Industry Sector of Respondents

As illustrated in figure 1, the survey received 189 valid responses from organizations across a wide
range of sectors.

Figure 1. Industry sector distribution (percentage, n=189)
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The largest proportion of responses came from the financial sector, which accounted for 19% of total
respondents. This was followed by manufacturing (12%), and audit and finance consulting services
(10.6%). Other sectors included energy and petroleum (9.5%), construction (6.9%), mining (6.3%),
trade (5.8%), service (4.8%), and technology and communications (4.2%).

Afurther 12.7% of respondents selected “Other”. Many of these entities noted that their organizations
operate across multiple sectors (e.g., both manufacturing and service), and therefore chose this
option to reflect their broader operations.

10
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3.1.2 MSE Listing status of respondents

This section looks at whether the survey respondents are listed on the Mongolian Stock Exchange
(MSE) and what tier they belong to.

Figure 2. MSE listing status and tier breakdown (percentage, n=189)
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According to Figure 2, out of the 189 organizations that responded to the survey, the majority-132
companies, or 69.8%-reported that they are not listed on the MSE. The remaining 57 companies, or
30.2%, indicated that they are listed. Among the listed companies, 25 respondents (13.2%) stated
they are listed on Tier I, 19 companies (10.1%) on Tier II, and 13 companies (6.9%) on Tier III.

Although most survey participants were unlisted, the responses still provide useful insights across
all three MSE listing tiers®.

Comparing the number of listed companies in the survey (57) with the total number of MSE-listed
companies (164) suggests a 35% coverage rate. Notably, Tier I companies accounted for 25 out of
the 26 officially listed (96% coverage), Tier II respondents represented 39% (19 out of 49) of that tier,
and Tier III respondents made up 15% (13 out of 89) of their tier.

This means the survey results are stronger for companies that are bigger and follow more reporting
rules. Their answers help us better understand how ready listed companies are to apply IFRS S1 and
S2 standards.

3.1.3 Ownership Structure of Respondents

The figure below shows the ownership structure of organizations participating in the readiness
assessment.

Figure 3. Ownership structure of survey respondents (percentage, n=189)

3.2 Foreign invested 1.1 Civil Sociaty Organization (CSO) 3.7 Mixed

36.0 Private 25.9 State-Owned Enterprise (SOE) 30.2 Listed

6 Note: As of May 2025, 164 companies were listed: 26 in Tier |, 49 in Tier I, and 89 in Tier lll. Tier | includes the largest firms, with at least
MNT 10 billion (USD 2.8m) in market capitalization and MNT 5 billion in sales (USD 1.4m) or MNT 1 billion in profit (USD 280k), with 25% of
shares publicly traded. Tier Il requires at least MNT 1 billion (USD 280k) in market capitalization under similar conditions. Tier Ill covers smaller
or riskier firms, such as early-stage companies or those with mining licenses, with shares limited to professional or institutional investors.
Exchange rate used for conversions is MNT 3,573.95 = USD 1 (Central bank of Mongolia, June 1, 2025).
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Results from figure 3, among the 189 respondents, 36.0% were private companies, followed by listed
companies at 30.2%, and state-owned enterprises (SOEs) at 25.9%. Other types included mixed-
ownership (3.7%), foreign-invested companies (3.2%), and civil society organizations (1.1%).

This distribution highlights the diverse ownership landscape of organizations participating in the
readiness assessment, including both market-driven and public-interest entities.

3.1.4 Organization size by number of employees

The figure below presents the distribution of survey respondents by organization size, based on the
number of employees.

Figure 4. Number of employees reported by survey respondents (percentage, n=189)

43.4 (<50) 27.5 (51-200) 12.2 (201-500) 16.9 (>500)

According to figure 4, the majority of survey respondents - 43.4% - reported having fewer than 50
employees, and another 27.5% reported having 51-200 employees. This means that over 70% of
respondents fall within the employee count thresholds for micro, small, or medium enterprises
(SMEs), as defined in Article 5.1 of the Law on Supporting Small and Medium Enterprises and Services.
The remaining respondents included 12.2% with 201-500 employees and 16.9% with more than 500
employees.

It should be noted, however, that under Article 3.2 of the same law, SOEs, foreign-invested companies,
and financial institutions are excluded from the legal definition of SMEs-regardless of their size.

3.1.5 Years of operation of respondent organizations

The survey captured responses from organizations with a broad range of operational histories as
illustrated below.

Figure 5. Years of operation for respondent organizations (percentage, n=189)

19.0 (<5) 10.6 (5-10)  20.1(10-20) 16.9 (20-30) 33.3 (>30)

In figure 5, 33.3% (63 out of 189) of respondents have been in operation for over 30 years, while
20.1% (38 out of 189) reported operating for 10-20 years, and 16.9% (32 out of 189) for 20-30 years.
Newer organizations were also represented, with 19.0% (36 out of 189) operating for less than 5
years and 10.6% (20 out of 189) for 5-10 years.
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3.1.6 Role of respondents representing organizations
This figure shows the professional roles of survey respondents representing their organizations.

Figure 6. Role of survey respondents (percentage, n=189)

Chief Auditor/

Finance Internal

Officer auditor Other

6.3 4.8 254
413 12.2 10.1
Finance/ Chief Sustainability
Acountant Executive manager

Officer

According to figure 6, the majority of respondents identified as finance professionals or accountants
(41.3%), followed by those in executive leadership roles, such as Chief Executive Officers (12.2%) and
Chief Financial Officers (6.3%). Sustainability managers made up 10.1%, while auditors or internal
auditors accounted for 4.8%. The remaining 25.4% of respondents selected “Other”, representing a
variety of roles across their organizations.

This distribution indicates that the survey primarily captured input from finance and senior leadership
functions-key groups involved in corporate reporting and strategic decision-making-while also
including sustainability-related perspectives. This mix helps ensure that readiness insights reflect
both financial and non-financial disclosure functions.

Conclusion: The survey reflects Mongolia's diverse business landscape, with most responses
from smaller, unlisted firms but also coverage of SOEs, financial institutions, and NGOs.
Respondents were mainly senior finance and management staff, giving insights from those
directly engaged in decision-making and reporting.

3.2 Awareness and human capacity

Building on the respondent profile, the survey also examined awareness and familiarity with
sustainability reporting standards.

3.2.1 General Awareness of Sustainability and Climate Issues

Awareness of national sustainability and climate-related policy frameworks among organizations is
generally low. When asked about key government documents, such as Mongolia’s Green Taxonomy,
Sustainable Finance Roadmap, and Nationally Determined Contribution (NDC) under the Paris
Agreement, only about 25-35% of respondents reported familiarity with each, while the majority
either had not heard of them or were unsure.
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Figure 7. Awareness of key national documents related to climate and sustainable finance
(percentage, n=189)
36.0 20.1 43.9

Financing Taxonomy for the Sustainable _—
Development Goals (SDGs) of Mongolia
National Sustainable Finance Roadmap _—
Mongolia’s Nationally Determined ggm :
Contribution (NDC) __

BYes M No Do not Know

As shown in Figure 7, the results indicate that overall awareness remains relatively low, with a
significant portion of respondents either unfamiliar with the documents or unsure. A total of 36.0%
of respondents reported being aware of the Financing Taxonomy for the Sustainable Development
Goals (SDGs) of Mongolia, while 43.9% said they did not know, and 20.1% answered no. Awareness
of the Green Taxonomy of Mongolia was slightly lower at 32.3%, with 22.8% indicating they were
unaware, and 45.0% stating they did not know. Only 27.0% of respondents were aware of the
National Sustainable Finance Roadmap, while 26.5% said no, and 46.6% had no knowledge of it.
Regarding Mongolia’s Nationally Determined Contribution (NDC), 29.1% responded yes, while half of
the respondents (50.8%) selected “Do not know.”

These findings suggest that many organizations - particularly smaller or unlisted entities - may not
be sufficiently informed about Mongolia's climate and sustainable finance policy environment. This
gap in awareness may affect their ability to align with national priorities or upcoming sustainability
disclosure requirements. The results highlight the need for targeted and coordinated communication,
simplified guidance, capacity building programmes, and sector-specific outreach to improve the
understanding and accessibility of these foundational documents. Figure 8 builds on this analysis by
showing the distribution of affirmative responses across different job roles.
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Figure 8. Awareness of key national documents on climate and sustainable finance by job role
(percentage of “Yes” responses from figure 7, multiple responses allowed)

304 333 3.3 21.8 0.9
Financing Taxonomy for the Sustainable Development
Goals (SDGs) of Mongolia -- --_-
7 261 333 3.3 141 323

29.2 217 333 3.3 27.0

333 304 222 333 141 789 291
Mongolia’s Nationally Determined Contribution (NDC) -- -._-
M Other Auditor/Internal auditor I Finance/Acountant M Total
M Chief Finance Officer [ Chief Executive Officer 0 Sustainability manager

Note: The “Total” column reflects the overall percentage of “Yes” responses in figure 7, while other columns show this data
disaggregated by job role.

Sustainability managers accounted for the highest proportion of “Yes” responses across all
documents. In contrast, chief executive officers and other roles outside sustainability reported lower
proportions. This suggests that sustainability professionals are more familiar with key national
frameworks. In contrast, senior leaders and other staff may require targeted communication and
training to strengthen their understanding of Mongolia's climate and sustainable finance policies.

3.2.2 Familiarity with IFRS S1 and S2

Theintroduction of the ISSB standards is a recent development, and Mongolia's efforts to disseminate
information about them are still in early stages. The survey found that overall awareness of IFRS S1
and S2 is limited as shown in Figure 9.

Figure 9. Respondents’ familiarity with IFRS S1 and S2 standards, (percentage, n=189)

63.5 36.5
Yes No

About 63.5% of respondents reported that they are familiar with the IFRS S1 and S2 standards, while
36.5% indicated they are not. This suggests a moderate level of awareness across the surveyed
organizations.

A minority of respondents, typically those already engaged in sustainability or financial reporting
roles, recognized the standards by name as shown in the further explored analysis in Figures 10.
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Figure 10. Respondents’' familiarity with IFRS S1 and S2 standards by job role within companies,
(percentage, n=189)
84.2 15.8

60.3 39.7
66.7 333
66.7 333
56.5 43.5

62.5 375
Yes No

As shown in Figure 10, notably, familiarity varies by role:

e Sustainability specialists (e.g. ESG or CSR managers) had the highest awareness, with over
80% indicating they are at least somewhat familiar with IFRS S1 and S2. This is not surprising,
as those in dedicated sustainability roles are more likely to keep abreast of global reporting
developments.

e Senior executives showed relatively lower familiarity: only about half of CEOs and around two-
thirds of CFOs reported awareness of the standards. This indicates that, at the leadership level,
the implications of IFRS S1 and S2 may not yet be fully understood or prioritized.

This findings suggest that both senior leadership and finance professionals may require more
targeted outreach and capacity-building support to strengthen readiness for adopting IFRS S1 and
S2 standards.

3.2.3 Training and Expertise

A critical aspect of readiness is whether organizations have people with the knowledge to implement
the standards. The survey revealed a major training gap shown in Figure 11:

Figure 11. Respondents who received training or information on IFRS S1/S2 (percentage, n=189)

28.0 720
Yes No

As illustrated in figure 11, only about 28% of respondents said they or others in their organization
have received any formal training or briefing on IFRS S1 or S2. This aligns with the fact that training
efforts only recently started (such as the February 2025 workshop for SOEs).
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In contrast, more than 70% reported no training, meaning any knowledge they have is likely based
on informal or self-learning approaches. This highlights a general lack of expertise to implement the
standards effectively.

3.2.4 Compliance with IFRS Accounting Standards

Respondents were asked whether their organizations currently prepare financial statements in
accordance with IFRS Accounting Standards.

Figure 12. Use of IFRS Accounting Standards among respondent organizations (percentage, n=189)

84.7 15.3
Yes No

As shown in Figure 12, 84.7% of respondents reported applying IFRS, suggesting broad use across
listed companies, SOEs, and regulated entities. Some respondents, however, were from non-financial
roles, meaning the actual application rate may be even higher, since compliance is often led by
finance departments. This strong base in IFRS Accounting is important because S1 and S2 are part
of the same reporting package and require companies to link sustainability risks and opportunities
to their financial statements.

Under Article 4.1.1 of the Accounting Law of Mongolia, entities such as listed companies, SOEs,
regulated financial institutions, and other companies not classified under Article 5.1 of the Law on
Small and Medium Enterprises are mandated to apply IFRS Accounting Standards. Other entities,
including SMEs and public sector organizations, follow separate standards such as IFRS for SMEs and
IPSAS, respectively.

Looking ahead, adoption of IFRS S1 and S2 will require closing data gaps, improving emissions
calculation, and integrating systems. Finance staff will need to strengthen their sustainability
expertise, while non-financial staff work closely with them to connect ESG performance with financial
outcomes.
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3.2.5 Self-assessed understanding of IFRS S1 and S2 components

Respondents were asked to assess their own understanding of the IFRS S1 disclosure components-
governance, strategy, risk management, metrics and targets-and the climate-related disclosures
under IFRS S2.

Figure 13. Respondents’ self-rated understanding of IFRS S1/S2 components (percentage, n=189)

61-80% 21-40% 0%
Above Basic to No
average moderate knowledge
knowledge knowledge
7.4 16.4 18.0

4.2 18.5 354

81-100% 41-60% 1-20%

Advanced Moderate Heard of

or strong knowledge it, minimal

knowledge knowledge

As shown in Figure 13, only 4.2% of respondents rated their knowledge as advanced or strong (81-
100%), and 7.4% as above average (61-80%). A further 18.5% reported moderate knowledge (41-
60%). The rest assessed their understanding at below moderate levels, with 16.4% indicating basic
to moderate knowledge (21-40%), 35.4% reporting minimal awareness (1-20%), and 18.0% saying
they had no knowledge at all.

Altogether, 69.8% of respondents placed themselves in the 0-40% range, highlighting a significant
knowledge gap. These findings suggest that while awareness of IFRS S1 and S2 exists, deeper
understanding remains limited and will need to be strengthened through targeted capacity-building
and technical training to support effective implementation.

3.2.6 Awareness of current implementation of IFRS S1 and S2 in Mongolia

Respondents were asked whether they were aware of recent national developments related to the
implementation of IFRS S1 and S2 in Mongolia.
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Figure 14. Awareness of IFRS S1 and S2 Implementation Developments in Mongolia (percentage,
n=189)

The full official Mongolian translations of IFRS 51~ 42.9

and S2 have been approved by the Accounting and Auditing
Standards Committee under the Ministry of Finance, and public
dissemination is being carried out by the MonICPA.

Companies operating in Mongolia
have been advised to adopt IFRS S1 and
S2 on a voluntary basis.

w
-
N

20.6
A climate related disclosure guideline for financial

institutions in Mongolia has been issued and is being
implemented starting from 2025.

36.5
| am not aware of any of the above information.

Note: Since respondents were allowed to select more than one option, the total percentage may be more or less than 100%.

As shown in Figure 14, awareness remains limited across most categories. Only 42.9% of respondents
were aware that the official Mongolian translations of IFRS S1 and S2 have been approved by the
Ministry of Finance's Accounting and Auditing Standards Committee and disseminated by the
Mongolian Institute of Certified Public Accountants (MonICPA). A smaller share, 31.2%, knew that
companies have been advised to adopt IFRS S1 and S2 on a voluntary basis.

Within just 10 days of its launch (8 May 2025), 20.6% of all respondents (189 companies) were already
aware of the new climate disclosure guideline for financial institutions, issued by the Bank of Mongolia
and partners. While the guideline targets financial institutions, this early level of awareness across
the full respondent group is encouraging, though further outreach and communication will still be
needed.

Meanwhile, 36.5% of respondents indicated that they were not aware of any of these developments.
This suggests that broader communication and outreach may still be needed to ensure all relevant
stakeholders are informed of the country's progress on IFRS S1 and S2.

3.2.7 Familiarity with materiality concepts

The survey explored the extent to which respondents are familiar with three key materiality concepts
relevant to sustainability reporting: financial materiality, impact materiality, and double materiality.

Clarification of materiality concepts:

o Financial materiality refers to sustainability-related risks and opportunities that could
reasonably influence an investor’s decision-making or an entity’s enterprise value. This concept
is foundational to IFRS S1 and S2, which adopt a single materiality lens focused on information
relevant to primary users of financial reports (e.g., investors, lenders).
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o Impact materiality refers to an organization’s actual or potential impacts on the environment,

society, and the economy, regardless of whether these impacts affect the entity's financial
performance. This concept is central to the Global Reporting Initiative (GRI) Standards, which
prioritize accountability to a broader set of stakeholders, including civil society, regulators, and
communities.

Double materiality combines both concepts and is used in the EU’'s Corporate Sustainability
Reporting Directive (CSRD) and European Sustainability Reporting Standards (ESRS). Under
this approach, a sustainability issue is material if it either affects enterprise value (financial
materiality) or if the entity has significant impacts on people or the environment (impact
materiality).

Relation to global standards and interoperability efforts:

e IFRS S1 and S2 (ISSB): Focus on financial materiality, with growing acknowledgment of

interoperability with broader frameworks. Scenario analysis, climate risks, and GHG metrics are
assessed through their impact on enterprise value.

GRI Standards: Focus exclusively on impact materiality and are widely used for stakeholder-
oriented sustainability reporting.

Interoperability Developments: The GRI and the European Financial reporting Advisory Group
(EFRAG), which developed ESRS, have collaborated to ensure alignment on impact disclosures.
In 2024, the IFRS Foundation and EFRAG released interoperability guidance’ to help companies
align IFRS S1 and S2 (financial materiality) and ESRS (financial/impact materiality) disclosures
within a unified reporting structure. The IFRS Foundation has also been working with the GRI
to deliver full interoperability? building upon the Memorandum of Understanding signed in
2022. This enables preparers to produce a single report that satisfies both investor-focused and
stakeholder-focused requirements.

Survey results and implications:

Figure 15. Respondents’ familiarity with materiality concepts (percentage, n=189)

86.2 13.8

Financial materiaiity [ -
58.2 41.8

impact materiaiity [
34.9 65.1

Double materiaiity |
Yes No

7 IFRS Foundation. (2024). ESRS-ISSB Standards, Interoperability Guidance. Retrieved from: https://www.ifrs.org/content/dam/ifrs/supporting-
implementation/issb-standards/esrs-issb-standards-interoperability-guidance.pdf

8 IFRS Foundation. (2024). Retrieved from: https.//www.ifrs.org/news-and-events/news/2024/05/
gri-and-ifrs-foundation-collaboration-to-deliver-full-interoperability/
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As shown in Figure 15, 86.2% of respondents reported being familiar with financial materiality,
which reflects the traditional approach used in financial reporting and IFRS S1. Awareness declined
significantly for other concepts: only 58.2% said they were familiar with impact materiality, and
just 34.9% indicated they understood double materiality, a broader framework that considers both
financial risks and outward impacts on society and the environment.

These results suggest that while financial materiality is widely understood, there is a substantial
knowledge gap regarding the newer and more comprehensive materiality approaches - particularly
double materiality, which is central to emerging global frameworks such as the EU CSRD.

Bridging this gap is not only essential for aligning with international best practices in sustainability
disclosures, but also increasingly critical for Mongolian companies seeking to remain competitive in
global markets. As the EU and other trading partners tighten sustainability-related requirements,
companies that fail to understand and apply double materiality risk losing access to capital, supply
chains, and export opportunities.

For Mongolian firms - especially those in sectors with strong trade and finance links to the EU, such
as mining and critical raw materials, textiles and leather, agriculture and agribusiness - adopting
double materiality approaches will enhance their ability to meet the expectations of international
investors and buyers, access sustainable finance instruments, such as green bonds and sustainability
linked loans, and future-proof their operations against tightening regulatory requirements and
shifting market preferences.

Conclusion: While awareness of sustainability reporting is increasing - particularly among
SOEs and financial institutions - understanding of key concepts such as double materiality
remains limited. This points to a need for targeted training, outreach, and capacity-building
efforts to ensure Mongolian companies can effectively participate in and benefit from the
evolving global sustainability landscape.
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3.3 Current reporting practices

Beyond awareness, the survey also examined current reporting practices among different types of
organizations.

3.3.1 Current status of sustainability reporting

The survey assessed the extent to which organizations in Mongolia currently engage in sustainability
or ESG reporting for either internal or public purposes.

Figure 16. Organizations currently preparing a sustainability/ESG report (percentage, n=189)

Foreign invested 1.1
NGO 0.5

.~ Listed-Tier 1 9.0

No 78.3 Yes 21.7

— Listed-Tier 11 1.1
—'\Usted Tier 111 0.5

SOE 3.7

.’7Pr|vate 5.8

As shown in Figure 16, only 21.7% of respondents reported that their organization prepares such a
report, while 78.3% indicated they do not. Among reporting organizations, Tier I listed companies
accounted for the largest share (9.0%), followed by private companies (5.8%) and state-owned
enterprises (3.7 percent). Smaller proportions were observed for foreign-invested entities, NGOs,
and Tier II and III listed companies.

Figure 17. Proportion of organizations preparing sustainability/ESG reports and frameworks used
(percentage, n=189)

.%GR
No 78 3 Yes 21.7
SASB 5.3
. TCFDO.5
“——EUCSRD 0.5
OTHER 5.9

As shown in Figure 17, the most widely used framework was the Global Reporting Initiative (GRI),
selected by 9.5% of all respondents. This was followed by SASB (5.3%), while only 0.5 % indicated using
TCFD or the EU CSRD, respectively. An additional 5.9% selected “Other”, without further specification.
The reliance on international frameworks such as GRI and SASB suggests that some organizations
already have a foundation for sustainability reporting, which could facilitate future alignment with
IFRS S1 and S2 standards.
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3.3.2 Climate-related risk and opportunity reporting

Among the organizations that reported preparing sustainability or ESG reports, respondents were
asked whether they partially or fully report on climate-related risks and opportunities.

Figure 18. Organizations reporting partially or fully on climate-related risks and opportunities
(percentage, “yes” respondents from figure 16,17 n=41)

82.9 171
Yes No

As shown in Figure 18, a large majority (82.9% or 34 of 41) responded “Yes” (either partial or fully
reporting), while 17.1% (7 of 41) responded “No". This suggests that among entities already engaged
in sustainability reporting, most are beginning to integrate climate-related considerations into
their disclosures. It reflects growing recognition of climate issues as part of organizational risk and
opportunity management practices.

Conclusion: Only a small share of organizations currently publishes ESG or sustainability
reports, mainly larger firms and SOEs, and most follow frameworks such as GRI rather than
the more recent IFRS S1 and S2. While this shows limited coverage, these existing reporting
practices provide a foundation that can be built on to support future ISSB adoption.

3.4 Governance, strategy and risk management

Next, we reviewed governance arrangements, strategic integration, and risk management practices.
3.4.1 Governance and sustainability oversight

Respondents were asked about how sustainability-related topics are governed and whether formal
systems are in place to support ESG reporting and accountability.

Figure 19. Governance and internal alignment of ESG practices (percentage, n=189)

26.5 735
into executive performance evaluations?
b h d 15.9 84.1
oes your company have any approve
the preparation of sustainability reporting?
19.6 80.4

Does the BoD have oversight responsibility for _
sustainability disclosures or reports? -
243 75.7
discussed at the Board of Directors (BoD) level?

Yes No
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As shown in figure 19, only 24.3% of respondents indicated that sustainability and climate-related
risks are discussed at the Board of Directors (BoD) level, and just 19.6% confirmed that the BoD holds
oversight responsibility for sustainability disclosures or reports. These results suggest that board-
level involvement in sustainability remains limited.

In addition, only 15.9% of organizations stated that they have approved internal requlations or
policies specifically for preparing sustainability reports. This points to a gap in the internal systems
that support structured and consistent ESG reporting practices.

When it comes to integrating sustainability into executive accountability, 26.5% of respondents
noted that KPIs related to sustainability are linked to performance evaluations, while the majority
(73.5%) reported no such integration.

These findings show that while some companies have started incorporating ESG into internal
governance, most still lack the structures and leadership engagement needed to oversee and
reinforce sustainability disclosure.

3.4.2 Climate risk analysis and scenario analysis

Companies were asked whether they currently assess climate-related financial risks and conduct
scenario analysis to anticipate possible climate futures. These practices are central to IFRS S2.

Figure 20. Organizations assessing or planning to assess climate-related risks and scenario analysis
(percentage, n=189)

4.8 71.4
Does your organization conduct climate
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12.2 52.9 349

Does your company assess climate-related
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23.8

According to Figure 20, in response to climate-related financial risk assessment, only 12.2% of
organizationsindicated they currently perform such evaluations, while 34.9% stated they are planning
to do so in the future. It should be noted that in this analysis, “Planning to conduct” is treated
separately from “No”; respondents selecting “Planning” indicated an intention to implement these
practices, whereas “No" refers to organizations that neither currently conduct these assessments nor
have plans to do so. A majority-52.9%-reported they do not currently assess transition or physical
climate risks.

When asked about conducting climate scenario analysis, the results were even lower: just 4.8%
confirmed that their organization performs scenario analysis, while 23.8% plan to introduce it in the
future. The remaining 71.4% said they do not conduct this type of analysis at all.
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These findings indicate that while awareness of climate risks may be growing, practical application
of risk assessment and scenario planning remains limited.

3.4.3 Integration of climate risks into Enterprise Risk Management

Respondents were asked whether they currently integrate climate risks into their enterprise risk
management (ERM) systems.

Figure 21. Climate risk integration into enterprise risk management (percentage, n=189)

9.0 66.7 243
Yes No Partial

As illustrated in figure 21, only 9.0% of respondents indicated that climate risks are fully integrated
into their enterprise risk management systems. 24.3% reported partial integration, while 66.7% said
they are not integrated at all.

This suggests that most organizations have yet to incorporate climate risks into their formal risk
processes-an important requirement under IFRS S2.

Conclusion: Board oversight over sustainability and climate-related risks remains limited,
sustainability is not yet embedded in strategy for most firms, and few identify climate risks or
run scenario analysis. Integration with ERM is weak. This points to the need for clearer board
mandates, stronger strategic linkages between sustainability and business objectives, IFRS S2
(built on TCFD) aligned risk processes, and pilot scenario work.

3.5 Data and systems

We then examined the systems and data needed to support reliable disclosures.
3.5.1 Monitoring of natural resource usage

Organizations were asked whether they fully or partially collect and monitor data related to energy,
water, and natural resource use.
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Figure 22. Natural resource usage data monitored by organizations (percentage, n=189)

52.4 47.6

BYes M No

As shown in figure 22, the most commonly tracked indicators were electricity consumption (69.8%),
heat consumption (67.2%), water consumption (66.1%), and overall energy consumption (63.0%).
A majority also reported monitoring fuel use (54.0%), waste generation (57.7%), and green space
(52.4%).

In contrast, fewer organizations reported tracking other critical sustainability metrics. Only 39.7%
monitor hazardous waste and wastewater, while 35.4% track water saved, and just 24.3% monitor
reused water. Data collection was even lower for renewable (22.2%) and non-renewable energy
consumption (23.3%), and waste treatment was monitored by only 30.2% of respondents.
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3.5.2 Greenhouse Gas (GHG) Emissions Monitoring

Organizations were asked whether they calculate and monitor their greenhouse gas (GHG) emissions,
including Scope 1, Scope 2, and Scope 3 emissions, as well as carbon offset activities.

Figure 23. GHG emissions monitoring by scope and carbon offsetting (percentage, n=189)

12.2 87.8

10.1 89.9

13.2 86.8
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As shown in Figure 23, only 16.4% or (31 of 189) of respondents reported tracking Scope 1 emissions
(direct emissions from their own activities), and 13.2% (25 of 189) said they track Scope 2 emissions
(indirect emissions from purchased electricity, heating, or cooling). Even fewer-10.1% or (19 of
189)-track Scope 3 emissions, which include emissions from suppliers or product use. Only 12.2%
(23 of 189) of respondents reported measuring any kind of carbon offset or compensation efforts.
This means that more than 80%-90% of organizations are not yet measuring their greenhouse gas
emissions-highlighting a major gap in emissions accounting, which is a key part of IFRS S2.

3.5.3 Use of ESG reporting systems and internal controls

Respondents were asked whether their organizations use any ESG or sustainability reporting
software, and whether they have systems in place to verify the accuracy and completeness of
sustainability data.

Figure 24. Use of ESG reporting software and internal data control systems (percentage, n=189)

16.4 83.6
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(i.e., is there an internal control system in place)?

2.6 974
sustainability reporting software/system?
Yes No

As shownin Figure 24, the use of ESG reporting software is extremely limited -only 2.6% of respondents
(5 out of 189) reported using such a system, while 184 organizations (97.4%) said they do not. In terms
of data verification, only 16.4% of respondents (31 out of 189) said their organization has an internal
control system to regularly check sustainability data quality. The remaining 83.6% (158 respondents)
indicated they do not have such processes in place. These results highlight major gaps in the use of
digital tools and internal verification systems, both of which are important for producing credible
and reliable sustainability disclosures aligned with international standards.
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Conclusion: Digital tools and data controls are sparse (e.g., very low ESG software use and
limited internal checks), creating reliability risks. A standard S1/S2-aligned data template, ERP
integration guidance, and a central repository would help. Next, we look at broader challenges
and capacity-building needs.

3.6 Challenges, resources and capacity building needs
3.6.1 Institutional capacity and resource allocation

To better understand institutional readiness, organizations were asked whether they have internal
sustainability structures and whether resources are allocated to support sustainability reporting.

Figure 25. Internal capacity and resource allocation for sustainability reporting (percentage, n=189)
33.3 66.7

Does your organization currently allocate budget

(e.g., ESG), or plan to do so?

22.8 77.2
sustainability unit or officer/committee?
Yes No

As shown in Figure 25, only 22.8% of respondents (43 out of 189) said they have a dedicated
sustainability officer, unit, or committee, while the majority (77.2%, or 146 organizations) do not have
such structures in place. When asked about budget and resource allocation, 33.3% of respondents
(63 out of 189) confirmed that they currently allocate resources or plan to do so for sustainability
reporting. The remaining 66.7% (126 respondents) reported no allocation. These findings suggest
that most organizations lack formal governance and budgetary support for sustainability reporting
- key enablers for effective implementation of IFRS S1 and S2.

3.6.2 Readiness in terms of human resources and knowledge

Respondents were asked to rate their organization’s level of human resource readiness and
knowledge to implement the IFRS S1 and S2 sustainability disclosure standards.

Figure 26. Perceived readiness to implement IFRS S1 and S2 standards (percentage, n=189)

61-80%
41-60% Above average
1-20% Slightly ready Moderately ready readiness
28.0 16.9 5.3
291 17.5 3.2
0% Not ready 21-40% Somewhat ready 81-100%
Highly ready
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As shown in Figure 26, 29.1% of respondents said their organization is not ready at all, and another
28.0% rated their readiness between 1-20%. This means that over half of all respondents (57.1%) feel
their organization has very limited capacity to begin implementation. Meanwhile, 17.5% reported
being somewhat ready (21-40%), and 16.9% rated their readiness as moderate (41-60%). Only a
small portion reported higher levels of preparedness: 5.3% (10 of 189) selected above average
readiness (61-80%), and just 3.2% (6 of 189) felt they were highly ready (81-100%).These results
suggest a widespread need for human resource development and technical training to support
effective adoption of sustainability standards.

The figure below shows how readiness levels for implementing IFRS S1 and S2 standards vary across
sectors.

Figure 27. Perceived sectoral readiness to implement IFRS S1 and S2 standards (percentage, n=189)

22.2 27.8 22.2 16.7 111 0.0
36.4 36.4 18.2 9.1 0.0
50.0 333 16.7 0.0
22.2 444 222 0.0 111

43 13.0 0.0

391 26.1 17.4
Manufocturing [ -
16.7 25.0 16.7 333 83 0.0
vining [ I
0.0 429 28.6 28.6 0.0
Technology and communications _—
25.0 25.0 125 25.0 125 0.0

25.0 27.8 111 19.4 28 13.0

0.0 100 0.0
Machinery and equipment tracing | .
100 0.0
375 333 125 125 49 0.0
other | _—
46.2 77 154 23.1 77 00
Construction [ I
20.0 20.0 30.0 30.0 0.0
Audit and finance consulting service _— _
B 0% Not ready B 1-20% Slightly ready 21-40% Somewhat ready

W 41-60% Moderately ready M 61-80% Above average readiness W 81-100% Highly ready
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Figure 27 shows perceived readiness across sectors to implement IFRS S1 and S2 standards, focusing
on higher readiness levels. At the “above average readiness” level (61-80%), only 10 organizations
(5.3% of total respondents according to figure 26) reported this capacity. These included financial
institutions (1 of 36 companies, 2.8%), technology and communications (1 of 8 companies, 12.5%), and
manufacturing (3 of 23 companies, 13%). At the “highly ready” level (81-100%), just 6 organizations
(3.2% according to figure 26) reported strong preparedness. These were almost entirely from
financial institutions (5 of 36 companies, 13.9%), with one company from the service sector (1 of 9
companies, 11.1%).

These results indicate that financial institutions are the leading sector in higher readiness for
adopting IFRS S1 and S2, while most other sectors report very limited capacity at these levels.

The analysis below highlights the proportion of organizations at each perceived readiness level by
ownership type.

Figure 28. Perceived readiness toimplementIFRS S1 and S2 standards by ownership type (percentage,

n=189
) 324 27.9 20.6 16.2 1515
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38.5 15.4 15.4 30.8 0.0
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20.0 28.0 16.0 16.0 12.0 8.0
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B 0% Not ready B 1-20% Slightly ready 21-40% Somewhat ready
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Figure 28 shows that Tier I listed companies reported the strongest readiness, with 3 of 25 companies
(12.0%) in the above average (61-80%) range and 2 companies (8.0%) as highly ready (81-100%).
Tier II listed companies followed with 4 of 38 companies (10.5%) in the 61-80% range. State-owned
enterprises (SOEs) reported in the 61-80% range (8.2%, or 1 of 33 companies) and the 81-100%
range (4.1%, or 1 of 33 companies).

These findings suggest Tier I listed companies are leading in higher readiness, while Tier II listed
companies and SOEs show some capacity.
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3.6.3 Main challenges in implementing IFRS S1 and S2

Organizations were asked to identify the top three barriers they face in implementing the IFRS S1
and S2 sustainability disclosure standards.

Figure 29. Top 3 challenges reported by organizations for IFRS S1/S2 implementation (percentage,

n=189)
59.8

Lack of guidance and instructions
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Note: Since respondents were allowed to select more than one option, the total percentage may be more or less than 100%.

As seen in Figure 29, the most commonly reported challenge was lack of guidance and instructions
(59.8%), followed closely by lack of data and information readiness (58.7%). Over half of respondents
(52.4%) also cited a shortage of human resources. In addition, 37.0% pointed to an insufficient budget
as a key obstacle, while 26.5% selected “Other”, indicating a range of additional challenges not
specifically listed in the questionnaire. These findings reinforce the need for clear technical guidance,
stronger capacity-building efforts, and targeted support for staffing and systems development to
enable organizations to begin or expand IFRS sustainability reporting.

3.6.4 Support needs for implementation

Respondents were asked to identify both the external technical support they need and the types of
assistance they expect from government or regulators to help with IFRS S1 and S2 implementation.
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Figure 30. External technical support needs (percentage, n=189)
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As seen in Figure 30, the most requested external support was training, selected by 78.3% of
respondents. This was followed by support for data systems (55.0%) and legal guidance (40.2%).
Fewer organizations indicated the need for audit-related support (19.0%) or selected “Other” (15.3%),
suggesting that the majority of respondents had clear expectations around structured capacity-
building areas.

Figure 31. Government/regulator support needs (percentage, n=189)
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When asked what forms of support would be most helpful if provided by the government or
regulators, the top responses were again training (77.2%), templates (65.6%), and technical guidance
(62.4%) as shown in Figure 31.

These results indicate that training is the most frequently identified need, showing that most
organizations are looking for practical tools and structured learning opportunities to navigate new
sustainability reporting requirements. The alignment between both questions points to a clear
demand for accessible guidance, templates, and targeted education programs as key enablers of
IFRS S1 and S2 readiness in the Mongolian market.
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3.6.5 Capacity-building priorities by level of importance

The survey asked organizations to rate how important different training areas are for them, using a
scale from 1 (least important) to 5 (most important).

Figure 32. Capacity-building needs by level of importance (percentage, n=189)
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As shown in Figure 32, the top need was data collection, calculation, and data management, with
33.9% rating it as most important (5), and another 19.0% rating it 4. The second highest need was
understanding sustainability reporting requirements, where 29.6% of respondents gave it a 5. Other
key areas included building a governance structure for sustainability (28.6% rated it 5), and climate
risk analysis and scenario planning, with 25-28% rating these as highly important. These results
show that many organizations need support not only with technical skills like handling data, but also
with understanding rules and setting up internal systems for sustainability reporting.

Conclusion: Organizations report limited human and financial resources, with training,
templates, and technical guidance ranked as top needs. Addressing these gaps will be central
for phased adoption of IFRS S1 and S2. The survey then explored how far organizations apply
assurance to their sustainability information.

3.7 Assurance and audit readiness
3.7.1 Internal and external assurance practices for sustainability reporting

While assurance plays a critical role in building trust and credibility in sustainability disclosures,
current practices in Mongolia remain limited. Organizations were asked whether their sustainability
reports are assured internally by an audit committee or internal audit team.
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Figure 33. Organizations with internal assurance of sustainability reports (percentage, n=189)
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As shown in figure 33, only 14.8% of organizations indicated that their sustainability reports are
assured internally by an audit committee or internal audit team.

Figure 34. Organizations with third-party assurance of sustainability report (percentage, n=189)

29.6 70.4
Yes No

A slightly higher percentage, 29.6%, said their reports have been or are planned to be verified by
a third-party auditor (e.g., an audit firm), while 70.4% have not initiated external verification, as
illustrated in figure 34.

These results show that assurance practices - both internal and external - are still in early stages for
most organizations. As Mongolia moves toward IFRS S1 and S2 adoption, strengthening internal
systems and expanding access to qualified assurance providers will be key to improving data
reliability and investor confidence.

Figure 35 shows the proportion of organizations reporting internal and third-party assurance of
sustainability reports, broken down by ownership type. This figure only considers respondents who
answered “Yes” to having assurance (internal n=28, external n=56).

Figure 35. Internal and third-party assurance of sustainability reports by ownership type (based on
“Yes"” responses; internal n=28, external n=56)
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Among organizations with internal assurance, foreign-invested entities had the highest proportion
(50.0%, or 3 out of 6 companies). Tier II listed companies followed with 21.1% (8 out of 38 companies),
and Tier I listed companies reported 16.0% (4 out of 25 companies).

For third-party assurance, foreign-invested entities again reported the highest proportion (50.0%, or
3 out of 6 companies). Tier I listed companies followed at 40.0% (10 out of 25 companies), and state-
owned enterprises reported 28.6% (2 out of 7 companies).

While Tier I listed companies show a relatively higher level of assurance, foreign-invested entities
also reported high proportions. However, the foreign-invested group represents a small sample
(n=6) within the total survey population (n=189), so these results should be interpreted with caution.

Conclusion: Assurance of sustainability disclosures is still very limited in Mongolia, with few
firms applying internal audit or external verification. Introducing ISSA 5000 and building local
assurance capacity will be important to strengthen credibility and trust.

3.8 Stakeholder engagement and transparency

The survey also asked about stakeholder engagement and transparency practices.
3.8.1 Stakeholder engagement in identifying ESG topics

Figure 36 shows how organizations in Mongolia incorporate stakeholder feedback when identifying
ESG-related topics.

Figure 36. Stakeholder feedback mechanisms used in identifying ESG topics (percentage, n=189)
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Note: Since respondents were allowed to select more than one option, the total percentage may be more or less than 100%.
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Nearly half of respondents (48.7%) reported that they do not incorporate stakeholder feedback at
all. Among those who do, 19.0% said they consider questions raised during Board meetings, while
15.9% receive input through communication channels like websites or phone. A smaller share, 15.3%,
indicated using shareholders’ meeting minutes, and 25.9% selected “Other”, possibly reflecting
informal or alternative methods.

These results suggest that structured and systematic engagement with stakeholders on ESG issues
remains limited. Strengthening feedback loops will be essential to align disclosures with stakeholder
expectations and international sustainability standards.

3.8.2 Stakeholder communication of sustainability KPIs

Organizations were asked how they communicate sustainability key performance indicators (KPIs)
to stakeholders.

Figure 37. Communication channels for sustainability KPIs used by organizations (percentage,

n=189)
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Note: Since respondents were allowed to select more than one option, the total percentage may be more or less than 100%.

In figure 37, a significant portion of organizations (35.4%) reported that they do not communicate
their sustainability key performance indicators (KPIs) to stakeholders. Meanwhile, 29.1% shared this
information through their annual reports, and another 29.1% selected “Other,” which may include
internal briefings, memos, or informal meetings. Fewer organizations reported using their websites
(12.7%) or media channels (9.5%) to communicate KPIs, indicating limited external disclosure
practices.

Conclusion: Most organizations lack structured stakeholder engagement, and reporting is
rarely used as a tool for dialogue. Strengthening engagement mechanisms is critical to build
trust and ensure that disclosures meet user and stakeholder expectations.
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3.9 IFRS Sustainability standards implementation preferences
3.9.1 Preferences for implementing IFRS sustainability standards

In the final part of the survey, when asked about the appropriate timeline for implementing IFRS S1
and S2 sustainability disclosure standards in Mongolia, responses were mixed.

Figure 38. Suggested year for voluntary implementation of IFRS S1 and S2 in Mongolia (percentage,
n=189)

21.7 21.2 249 323
From 2026 From 2027 After 2028 Do not know

As seen in Figure 38, 21.7% of respondents suggested voluntary implementation could begin as
early as 2026, while 21.2% preferred 2027, and 24.9% recommended after 2028. Notably, the largest
group (32.3%) indicated they did not know.

Figure 39. Suggested year for mandatory implementation of IFRS S1 and S2 in Mongolia (percentage,
n=189)

275 22.8 18.5 31.2
From 2027 From 2028 After 2029 Do not know

For mandatory implementation (Figure 39), 27.5% believed 2027 would be appropriate, followed by
22.8% for 2028, and 18.5% after 2029. A substantial portion (31.2%) were unsure.

Conclusion: On balance, implementation preferences are mixed, with some stakeholders open
to early adoption while many remain cautious. This highlights the need for phased timelines,
clear regulatory guidance, and targeted support to build confidence in the transition to IFRS
S1and S2.
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4. Technical pilot results and integration

4.1 The pilot company selection and criteria

To complement the broader readiness assessment and generate practical insights, a pilot exercise
was initiated using the IFRS S1 and S2 sustainability disclosure template. This template had been
developed under a previous engagement by ADB consultants in collaboration with the Ministry of
Finance (MoF), and was provided to the current project team for field testing. The pilot aimed to assess
the feasibility and practicality of the reporting template in a real-world Mongolian organizational
setting and inform the national roadmap for IFRS-aligned sustainability disclosures.

The pilot company was selected based on minimum criteria agreed upon by the consultants
and project stakeholders. The criteria included: (1) at least two years of experience preparing
IFRS-compliant financial statements, (2) a track record of publicly disclosing at least one ESG or
sustainability report, and (3) the presence of at least two dedicated sustainability professionals or
an operational sustainability unit. Companies meeting these criteria were identified through direct
outreach and indirect calls for interest via the Mongolian Sustainable Finance Association (MSFA).
Expressions of interest were received from two of the country's largest beverage and liquid food
manufacturing companies. After consultations with the relevant MoF and UNDP project stakeholders,
one of the companies was selected primarily due to their strong internal commitment, the active
involvement of their Chief Financial Officer, and their readiness to engage meaningfully within the
project’s constrained timeline.

4.2 Process and outcomes of piloting MoF/ADB template

OnMay 12,2025, the company initiated a technical pilot to testthe IFRS S1and S2-aligned sustainability
reporting template, forming a working group with 14 members from finance and sustainability
functions across subsidiaries. An introductory in-person training session on sustainability and
climate-related risk disclosure was held on May 14 at the company’s headquarters.

Following the training, a core team of four staff members-Sustainability Manager, Finance and
Reporting Manager, Investment and Finance Senior Manager, and a Finance Officer-undertook the
task of completing the reporting template. The process spanned approximately 30-40 work hours,
conducted alongside regular duties.

Although project consultants recommended piloting at the subsidiary level due to the company's
diversified structure, the company opted to complete the template at the head company level.

Throughout the pilot, several measures proved helpful to the company and would be instructive for
further standards implementation:
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e The project consultants provided example disclosures (based on international examples, e.g.a

PwC sample report) to illustrate what a good IFRS-aligned disclosure looks like.

The consultants also shared sector-specific guidance (e.g., excerpts from SASB Standards
relevant to beverage industry) to help the company identify common metrics for their sector.
This again highlights the value of sector-specific guidance mentioned earlier.

Regular check-ins (biweekly calls) acted almost like a “helpdesk” for the company. This suggests
that establishing a more permanent support mechanism (helpdesk or advisory service) during
the initial years of implementation could significantly enhance outcomes for companies
attempting their first reports.

Key strengths observed: The company’s case showed that well-resourced companies have a head
start. The company benefited from:

o Track record of ESG/Sustainability reporting: The company has experience in preparing and

publicly disclosing ESG and sustainability reports in line with the ESG & Sustainability Reporting
Guidance for Mongolian Companies, which recommends reporting on 30 core ESG indicators.
In addition, the company has calculated and disclosed its Scope 1, Scope 2, and Scope 3 GHG
emissions. This prior experience served as a strong foundation for effective coordination and
collaboration among the working group members.

Existing environmental management systems: The company is ISO 14001 certified and uses
digital dashboards to monitor environmental performance at its plants.

Cross-department collaboration: Because the company is a large, established firm, it had
distinct departments (HR, Finance, Operations) that could each provide relevant information
(e.g., HR provided workforce and training data; finance helped with linking expenditures to
sustainability initiatives).

Management support: The pilot had backing from the company’s senior management, which
helped ensure the necessary information and cooperation was obtained internally.

Key challenges and gaps identified: Despite being a leading company, the company encountered
several learning opportunities, echoing the systemic readiness areas of opportunity:
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e Interpreting new concepts and terminology: The team found many IFRS S1 and S2 concepts

complex but achievable, such as “enterprise value” as it relates to sustainability, or distinguishing
between risks and opportunities in the disclosure context.

Decentralized data and coordination: The company has multiple subsidiaries and product
lines. During the pilot, collecting data across these units proved time-consuming. For example,
compiling company-wide risk information or consolidating performance metrics required
coordination among different units that hadn't previously shared such data for a single
report. This suggests a need for flexible templates or modular reporting approaches that can
accommodate both group-level and subsidiary-level data.
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o Materiality determination: The team struggled initially with identifying which sustainability
topics were truly material to the company’s value. This reinforces the earlier finding that
companies need tools and training on conducting materiality assessments aligned with IFRS S1.

¢ Risk management integration: One striking finding was that the company's advanced risk
monitoring system did not explicitly include climate-related risk categories. The pilot exercise
brought this omission to light, prompting discussions within the company about adding climate
risks to their risk register.

e Time and resource-intensive process: Even with guidance, the process was not quick. This
underscores the importance of efficient templates and possibly automated data tools to cut
down the effort.

Despite these challenges, the company successfully completed the reporting template and
highlighted the value of internal coordination, training, and structured guidance for future reporting
processes.

4.3 Integration with readiness assessment findings

By the end of the exercise, the company successfully completed a sustainability disclosure in
line with the template. The report covered governance (including board oversight structure
for sustainability), strategy (how the company views sustainability in its business context), risk
management (identification of climate-related risks and areas of opportunity to address), metrics and
targets (environmental and some social metrics with baseline data), and forward-looking statements
(acknowledging where improvements are needed). In doing so:

e The company demonstrated that with the right support, a Mongolian company can produce an
IFRS-aligned sustainability report. This is a proof of concept that will be encouraging to other
companies and to regulators.

e The pilotalso confirmed that many of the broader readiness challenges manifest at the company
level: need for development in of familiarity, data issues, need for cross-functional teamwork,
etc., all of which were observed in one form or another.

e Importantly, the company’'s management gained a much clearer understanding of what
sustainability reporting entails.

The pilot reinforces several broader implications relevant to the national readiness strategy:

1. Need for clear guidance: Even a relatively advanced company needed step-by-step instructions
and examples. Thus, developing comprehensive yet user-friendly guidance documents (in
Mongolian) is critical.
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2. Capacity building at multiple levels: The pilot confirmed that while technical

staff are increasingly familiar with sustainability reporting concepts, overall
awareness of materiality frameworks remains low across management levels.

For instance, although the definition of financial materiality is consistent across IFRS standards,
IFRS S1 and S2 apply this concept specifically to sustainability-related financial disclosures.
These include climate risks, resource dependencies, and ESG factors that could affect the
company's cash flows, access to finance, cost of capital, and the long-term business prospects.
The company'’s experience highlights the need for targeted, in-depth training on IFRS S1 and S2
concepts to ensure effective implementation and understanding of these sustainability-related
materiality concepts.

. Executive leadership and organizational alignment: A recurring theme throughout the pilot

was the need for broader internal buy-in and consistent understanding of sustainability topics
across the organization. The team emphasized that without support from executive and mid-
level management, sustainability reporting becomes siloed and unsustainable. This observation
echoes survey findings indicating low board-level engagement on ESG reporting, and further
underscores the need to strengthen governance and internal alignment.

. Support infrastructure: The team’s positive feedback on biweekly technical consultations

highlights the value of continued implementation support. Moving forward, establishing
structured helpdesks, peer learning networks, and sectoral guidance documents will be critical
to address institutional capacity gaps identified in both the pilot and survey.

. Template refinement: The company’s choice to complete the template at the head office

level-despite having structurally diverse subsidiaries-highlights the importance of developing
fit-for-purpose templates that reflect the organizational architecture of large and diversified
companies. The need for modular or sector-specific template versions is supported by feedback
received during stakeholder consultations and aligns with recommendations on improving
usability and comparability.

. Encouragement through recognition: Publicizing the success of pilot companies can create

positive peer pressure.

In summary, the pilot provided a valuable reality check on Mongolia's readiness: it showed that
progress is possible, but also that considerable hand-holding is needed initially. The pilot's outcomes
have directly informed the recommendations of this assessment, ensuring they address practical
issues companies will face. As Mongolia moves from assessment to action, expanding such pilot
programs (perhaps sector-wise pilots for banks, mining companies, etc.) could be an effective way
to continue learning and building momentum.
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5. International benchmarking and
lessons for Mongolia

To place Mongolia's efforts in context and gather ideas for effective implementation, the assessment
reviewed how other jurisdictions are approaching the adoption of sustainability disclosure standards.
The experiences of China, Malaysia, Singapore, and the European Union are particularly instructive,
as they represent a mix of emerging and developed markets that have taken concrete steps toward
similar objectives.

The comparative table in Annex 3 on selected countries’ sustainability reporting journeys is adapted
from the Deloitte publication ‘Adoption of IFRS Sustainability Disclosure Standards by Jurisdiction’,
updated as of May 12, 2025.

5.1 People’s Republic of China’s (PRC) - Phased introduction with
national customization

e In late 2024, China introduced its “Corporate Sustainability Disclosure Guidelines - Basic
Guidelines (Trial Implementation)” ® which align closely with IFRS S1 and S2'°, establishing a
structured three-part framework (basic guidelines, specifc thematic standards, application
guidance). China's approach begins as voluntary but is clearly transitioning toward mandatory
reporting for listed and large companies over time, with a strong emphasis on financial
materiality - focusing on enterprise value.

e Article 9 of the Guidelines outlines materiality criteria referencing both the influence on
financial decision-making and the significance of environmental and social impacts. Much like
the “double materiality” approach as defined in the EU’s Corporate Sustainability Reporting
Directive (CSRD), the Ministry of Finance of the People’s Republic of China is following the same
principle assessing ESG impacts on a firm's financials as well as on ESG outcomes. However,
the pace of adoption will be phased, starting from listed companies to non-listed companies,
from large companies to small and medium-sized companies, from qualitative disclosures to
quantitative disclosures and from voluntary basis to mandatory basis."

Lessons for Mongolia: China's step-by-step rollout - starting with a trial voluntary period,
followed by pilot testing with companies, and then gradual mandating - offers a useful model
for pacing implementation. Additionally, China's customization of global standards to fit local
context, such as easing initial requirements around Scope 3 emissions, adopting the double
materiality approach, and involving a multi-agency working group in development demonstrates
how to balance global consistency with domestic priorities.

9 Ministry of Finance of the People’s Republic of China. (2024a). Corporate Sustainability Disclosure Guidelines — Basic Guidelines (Trial
Implementation). https://kjs.mof.gov.cn/zhengcefabu/202412/P020241216565879245839.pdf

10 IFRS Foundation. (2024). IFRS S1 and IFRS S2: Sustainability and Climate-related Disclosures. Retrieved from https.//www.ifrs.org/
issued-standards/ifrs-sustainability-standards-navigator/

11 UNEP Fl. (2025). Retrieved from htips.//www.unepfi.org/industries/banking/china-embarks-on-a-journey-of-esg-
disclosure/#:~:text=Unlike %20the %201SSB%20Standard%2C%20which, sustainability % 20disclosure %20system%20by %20

2030
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5.2 Malaysia - Strong governance and structured roadmap

¢ Malaysia announced a National Sustainability Reporting Framework (NSRF) in 2024, making
IFRS S1 and S2 the backbone of corporate reporting. A hallmark of Malaysia's strategy is the
creation of an Advisory Committee on Sustainability Reporting that brings together all key
regulators (securities commission, central bank, companies registry, audit oversight, etc.) under
the Ministry of Finance's blessing. '

Lessons for Mongolia: Malaysia highlights the importance of coordination and a clear roadmap.
By having a central committee, they ensured alignment and avoided fragmentation. Their phased
thresholds (by market cap and company type) show one way to sequence implementation, which
Mongolia could emulate by focusing first on listed companies and systemically important entities.

5.3 Singapore - Comprehensive approach and digital Innovation

e Singapore has taken an ambitious route, essentially fast-tracking climate reporting. In 2024,
Singapore's regulators (Accounting and Corporate Regulatory Authority and Singapore
Exchange Regulation) issued a roadmap requiring all listed companies to produce climate-
related disclosures aligned with ISSB (IFRS S2) by 2025, and even large non-listed companies by
2027. The roadmap includes sector-specific guidance, a timeline for limited assurance by 2027,
and the development of a national taxonomy.'3

e In addition to regulatory measures, the Monetary Authority of Singapore (MAS) has launched
the Project Greenprint initiative to digitalize ESG data flows through interoperable platforms
for disclosure, certification, and monitoring'. The government has also supported the
creation of climate scenario analysis templates and capability-building programs across
industry sectors. Notably, MAS and UNDP, in partnership with the Global Legal Entity Identifier
Foundation (GLEIF), jointly launched Project Savannah'™ in 2023 to support micro-, small-,
and medium-sized enterprises (MSMESs) in sustainability reporting. Project Savannah introduces
a common set of ESG metrics, simplified digital reporting tools, and access to sustainability
credentials that help MSMEs participate in green supply chains and financing opportunities.
The initiative addresses global MSME challenges such as complex reporting frameworks, high
compliance costs, and limited capacity-barriers also relevant in the Mongolian context.

Lessons for Mongolia: Singapore demonstrates the value of integrated, cross-cutting measures
i.e combining regulation, digital tools, capacity-building, and integration of sustainability into
financial oversight. Mongolia, though a smaller market, can draw inspiration from this by
considering digital solutions (perhaps scaled appropriately) for data collection and reporting.
Additionally, Singapore’s focus on supporting SMEs is very relevant: Mongolia’s economy has

12 Securities Commission Malaysia. (2024). National Sustainability Reporting Framework to Enhance Sustainability Disclosures. Retrieved
from https.//www.sc.com.my/resources/media/media-release/national-sustainability-reporting-framework-to-enhance-sustainability-disclosures
13 ACRA & SGX RegCo. (2024). Response to public consultation on climate reporting and assurance roadmap

for Singapore. Retrieved from https.://www.acra.gov.sg/legislation/legislative-reform/listing-of-consultation-papers/
response-to-public-consultation-on-climate-reporting-and-assurance-roadmap-for-singapore

14 Monetary Authority of Singapore. (2023). MAS launches digital platform for seamless ESG data collection and access. Retrieved from:
https://www.mas.gov.sg/news/media-releases/2023/mas-launches-digital-platform-for-seamless-esg-data-collection-and-access

15 UNDP, MAS & GLEIF (2024). White Paper on Project Savannah: Empowering MSMEs in the Green Transition. Retrieved from: https:/
www.undp.org/policy-centre/singapore/press-releases/undp-support-mas-and-partners-launch-project-savannah-whitepaper-generating-digital-
sustainability-credentials
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many SMEs, and special programs or simplified frameworks might be needed to help them
comply over time. Lastly, Singapore underscores setting a clear timeline (even an aggressive one)
to mobilize action, something Mongolia will have to calibrate carefully but should not shy away
from once foundational readiness is improved.

5.4 European Union (EU) - Mandatory double materiality and
robust enforcement

e The EU via its Corporate Sustainability Reporting Directive (CSRD) represents the most advanced
and stringent approach. The CSRD, effective from 2024, extends mandatory sustainability
reporting (using the new European Sustainability Reporting Standards, ESRS) to approximately
50,000 companies in the EU, including large public and private companies and even non-EU
companies with significant EU presence. These standards apply from 2024 to large listed
companies and will gradually extend to smaller entities over the following years'e. Although
still ongoing, it is important to note that a revision is currently underway through the Omnibus
process, which aims to simplify ESRS requirements and potentially reduce the scope of CSRD.
This could mean significantly reduce the number of companies in scope of CSRD and might
affect the timing and content of ESRS disclosures for companies under CSRD.

o Akey feature of the EU's sustainability reporting approach is the principle of double materiality.
This means that companies must report not only on how sustainability issues affect their
financial performance but also on how their operations impact the environment and society.
This dual perspective ensures that both enterprise value and broader societal outcomes are
considered, a distinction that is increasingly relevant for jurisdictions aiming to integrate the
Sustainable Development Goals (SDGs) into business practices'. The ESRS adopt a double
materiality approach, encompassing financial materiality-aligned with the ISSB Standards-and
impact materiality-aligned with the GRI Standards. According to the interoperability guidance
issued by EFRAG, including the EFRAG-ISSB and EFRAG-GRI documents, the ESRS are designed
to ensure interoperability with both frameworks, as set out in the respective guidance.™.

Lessons for Mongolia: The EU's approach may be too expansive to adopt fully in
an emerging market context, but it offers a vision of how sustainability reporting can
evolve - particularly through the integration of sustainability into corporate accountability at scale.
MongoliacantakenoteoftheEU'sstronglegalfoundation, clearmandatesandempoweredregulators,
which will eventually be necessary to ensure compliance and credibility in sustainability reporting.
While double materiality is not part of IFRS S1 and S2, Mongolia might consider the EU experience
in future, especially if aligning corporate reporting with SDGs becomes a national priority. For now,
focusing on financial materiality - as emphasized by the ISSB - is a more practical and achievable
starting point. Importantly, Mongolia can continue to explore pathways toward incorporating
double materiality over time, as institutional capacity and stakeholder expectations mature.

16 European Commission. (2023). Corporate Sustainability Reporting Directive (CSRD). Retrieved from htips://finance.ec.europa.eu/
capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en

17 EFRAG. (2024). Double Materiality Assessment Implementation Guidance. Retrieved from htips://www.efrag.org/sites/default/files/sites/
webpublishing/SiteAssets/IG%201%20Materiality % 20Assessment_final.pdf

18 GRI and EFRAG. (2023). EFRAG—GRI Joint Statement of Interoperability. Retrieved from htips://www.globalreporting.org/news/
news-center/efrag-gri-joint-statement-of-interoperability/
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The EU case also underscores the importance of strong regulatory clarity and institutional
support. Entities like EFRAG play a key role is standard-setting and monitoring, and building
similar local capacity in Mongolia - for governance, technical guidance, and oversight - will be a
critical takeaway for long-term success.

In summary, international experiences highlight several common themes that Mongolia should
incorporate:

The value of a phased, risk-based rollout (nearly all jurisdictions sequence requirements based
on size or type of company).

The necessity of governance structures or committees to oversee implementation (coordination
among regulators).

The importance of capacity building and stakeholder engagement in parallel with issuing
requirements (ensuring companies know what to do and have resources).

The increasing role of digital solutions and innovation to handle the complexity of ESG data
(which Mongolia could plan for early, possibly in partnership with tech providers or development
partners).

Aligning with global frameworks but also customizing to national context (which Mongolia is
already doing via translations and template adaptation).

Mongolia stands to benefit greatly by learning from these pioneers. By studying what has worked
(and what challenges emerged) in other countries, Mongolia can leapfrog some pitfalls and design
its implementation strategy to be both ambitious and realistic. Importantly, these comparisons also
lend credibility: they show investors and international partners that Mongolia's efforts are in line
with global trends, reinforcing confidence that Mongolia's market is keeping pace with international
best practices.
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6. Conclusion

Mongolia has embarked on an important journey to enhance corporate transparency and
accountability through sustainability reporting. This readiness assessment shows that the
foundational steps have been taken: high-level commitment is evident in the adoption of
IFRS S1 and S2 translations and initial guidance, key institutions are engaged, and the private
sector's awareness - while still emerging - is awakening. These efforts align Mongolia with
a global movement toward better disclosure of sustainability and climate-related risks and
opportunities, a move that promises to strengthen investor confidence and support the
country’s sustainable development objectives.

At the same time, the assessment constructively highlights that moving from intent to
implementation will require sustained and coordinated effort. Most Mongolian companies
- and indeed the ecosystem around them - are still progressing toward the capacity
needed to fully meet the IFRS S1 and S2 requirements. Internal capabilities remain limited
in areas such as risk analysis, greenhouse gas accounting, and materiality assessment.
Many organizations still need to develop the systems and governance structures required
for reliable sustainability reporting. These challenges are not unique to Mongolia; similar
patterns have been observed in other early-adopting jurisdictions. However, they underscore
the need for a deliberate, phased approach that meets entities where they currently stand
and gradually elevates them to the desired level.

Encouragingly, theareas of opportunityidentified areaddressablewith targeted interventions.
The assessment’s recommendations lay out a roadmap of actions: from strengthening
regulatory mandates and coordination, to rolling out comprehensive training and providing
practical guidance, to investing in data infrastructure and assurance capabilities. If these
measures are implemented in a timely and collaborative manner, they will create an
environment in which companies can successfully transition to IFRS-aligned reporting. The
cross-cutting theme is capacity-building - whether in human talent, institutional frameworks,
or technological systems - turning readiness into real progress.

The pilot exercise with the selected company offered a microcosm of the broader transition:
even a leading company found the task complex but achievable. With the right support, it was
ableto produce a credible sustainability report and gain valuable insights. This highlights both
the importance of hands-on support and the fact that, with the right resources, Mongolian
companies can rise to the challenge. Scaling that support across the market will be critical
in the next phase.
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Looking ahead, Mongolia stands to gain significant benefits from successful implementation
of IFRS S1 and S2. Improved sustainability disclosures will enhance the integrity and
attractiveness of Mongolia's capital market, as investors increasingly seek transparent and
comparable ESG information. Companies will benefit internally from better understanding
and management of their sustainability risks and opportunities, potentially leading to
efficiency gains, innovation, and resilience in operations. Moreover, high-quality reporting will
help align businesses with national priorities such as climate change mitigation, adaptation,
and social development goals, thereby mobilizing the private sector as a partner in achieving
Mongolia’s Sustainable Development Vision 2050.

In conclusion, Mongolia’'s readiness assessment highlights a classic case of “good progress,
but more work to do.” The country has laid the groundwork and demonstrated intent, and
now the focus must shift to execution: turning plans into practice. With clear direction,
coordinated support, and phased implementation, Mongolia can build a sustainability
disclosure system that is internationally credible yet tailored to local realities. Even if market
readiness is still early and the immediate focus remains on ISSB's financial materiality,
Mongolia's economic structure and exposure to international investors and supply chains
suggest that impact-related information could be both decision-useful and increasingly
expected. By continuing to explore pathways toward broader materiality perspectives over
time, Mongolia can ensure its reporting framework remains responsive to evolving global
expectations. In doing so, it will not only comply with global standards but also foster a
more sustainable, transparent, and competitive economy - one that attracts investment and
drives long-term value for its people and environment.
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7. Strategic recommendations for
strengthening readiness

Buildin

g on the findings of this assessment, the following key recommendations are proposed to

enhance Mongolia's readiness and pave the way for successful implementation of IFRS S1 and S2.
These recommendations aim to address the identified areas of opportunity with concrete actions:

48

Establish a multi-stakeholder coordination body: Create a high-level Sustainability Reporting
Steering Committee (or similar), led by the Ministry of Finance and including FRC, Bank of
Mongolia, MSE, Ministry of Environment and Climate Change and representatives from industry
and professional bodies.

Develop a phased regulatory roadmap: Formulate and officially endorse a phased
implementation plan for mandatory sustainability reporting.

Strengthen legal foundations: Introduce necessary legal or regulatory amendments to embed
sustainability reporting into Mongolia's corporate reporting requirements. This could include
amending the Accounting Law or issuing relevant body to formally recognize IFRS S1 and S2 as
reporting standards for certain entities.

Issue clear guidance and templates: Develop and disseminate detailed guidance materials
in Mongolian for preparers. This should include an IFRS S1 and S2 implementation handbook
that explains each requirement in plain language, provides local examples, and aligns with
Mongolian laws. Moreover, provide standardized reporting templates (building on the one
piloted) for companies to use, with sections and indicators mapped to IFRS S1 and S2 disclosure
areas.

Capacity building and training programs: Launch a comprehensive national training program
on sustainability reporting. This could involve:

« Workshops and webinars targeting different audiences (boards and C-suite on governance
and strategy implications; finance and sustainability managers on technical reporting and
data; auditors on assurance practices).

- Partnering with universities or institutes to include sustainability reporting in curricula and
professional certification (e.g.MonICPA could integrate ISSB standards into CPD training
for accountants).

* Developing online toolkits, e-learning modules, and FAQs to reach companies across the
country, including those outside Ulaanbaatar
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Enhance data infrastructure: Invest in or facilitate the development of ESG data management
systems. Optionsinclude creating a centralized online platform where companies can input their
sustainability data (especially useful for SMEs or regulated entities to submit to regulators),or
promoting private sector solutions (software) by perhaps co-developing with tech firms or
offering incentives for adoption.

Build assurance and verification capacity: Prepare the auditing and assurance sector for
sustainability reporting:

« Work with the Mongolian Institute of CPAs and auditing firms to roll out training on ISSA
5000 (upcoming sustainability assurance standard) and on techniques for verifying non-
financial information.

 Consider requiring a gradual introduction of assurance.

 Possibly establish a pool or panel of qualified assurance providers for sustainability
information, maybe with some form of accreditation or listing, so companies know where
to find expertise.

- Develop local assurance guidelines (in parallel to reporting guidance) that clarify how
auditors should approach sustainability data, to ensure consistency in assurance practices.

Sector-specific initiatives: Complement the general framework with sector-specific efforts.
For key sectors (mining, energy, banking, manufacturing, etc.), create working groups or
forums that bring together companies and regulators to identify sector-relevant metrics and
challenges.

Leverage incentives and recognition: Use policy incentives to encourage early adoption and
high-quality reporting. This might include:

* Preferential treatment in public procurement for companies that publish sustainability
reports or meet certain disclosure quality criteria.

 Consider tax incentives (e.g., slightly higher deductible limits for environmental or climate-
related expenditures for companies that publicly report verified sustainability data).

« Set up annual awards or a recognition program for the best sustainability reports in
different categories (to stimulate a competitive spirit in transparency).

« Engage investors (including sovereign wealth and pension funds) to support the agenda by
factoring sustainability disclosure into their investment decisions.

Public awareness and stakeholder engagement: Increase efforts to raise awareness beyond
the reporting companies themselves:
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Educate investors, banks, and financial analysts on how to interpret sustainability disclosures and
use them in decision-making.

* Run public awareness campaigns on corporate sustainability (possibly via media or public
workshops) to build broader understanding of why these disclosures matter for Mongolia's
development

+ Continue stakeholder consultations as the implementation progresses, get feedback from
companies on what's working or not.

+ By pursuing these recommendations, Mongolia can significantly improve its readiness
trajectory.

It should be noted that these recommendations will require coordination, resources, and sustained
commitment. Development partners (such as UNDP, ADB, IFC, etc.) have been active in supporting
Mongolia's sustainable finance initiatives and can continue to provide technical assistance for many
of the above actions. Likewise, tapping into regional knowledge networks. These are not one-off
tasks but rather ongoing efforts that will likely span the next several years. By taking action on
these fronts, policymakers and regulators can significantly improve the readiness of the system and
facilitate a smoother transition to full adoption of sustainability reporting standards.
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https://www.iaasb.org/publications/international-standard-sustainability-assurance-5000-general-requirements-sustainability-assurance
https://www.iaasb.org/publications/international-standard-sustainability-assurance-5000-general-requirements-sustainability-assurance
https://www.acra.gov.sg/
https://www.acra.gov.sg/
https://www.mas.gov.sg/
https://www.afrc.org.hk/media/jpilozkm/afrc-report-understanding-the-baseline.pdf
https://www.afrc.org.hk/media/jpilozkm/afrc-report-understanding-the-baseline.pdf
https://www.icagh.org/wp-content/uploads/2024/08/MARKET-READINESS-FOR-IFRS-S1-AND-S2-FINAL-VERSION-3.pdf

Annex 1. Full survey questionnaire

1. General Information
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8.

10.
11.
12.

13.

14.

15.

16.

Entity name:

Industry sector: (choose: Financial Institution, Energy/petroleum, Transportation, Mining,
Manufacturing, Services, Trade, Agriculture, Technology and Communications, Construction,
Infrastructure, Machinery and equipment trading, Other)

Is your organization listed on the Mongolian Stock Exchange, If yes, reporting tier on MSE?
(Yes-Tier I/Yes- Tier I1/Yes- Tier III, No)

Ownership structure of organization? (Private, State-Owned Enterprise (SOE), Mixed, Foreign-
invested, listed, Civil Society Organization)

Number of employees: (categories: <50, 51-200, 201-500, >500)
Years of operation: (<5, 5-10, 10-20, 20-30, >30)

Your current job title or position? a) Chief Executive Officer b) Chief Finance Officer b) Finance/
Accountant c) Sustainability manager d) Internal auditor e) Auditor f) Other

. Awareness and understanding

Are you aware of the following national documents related to climate change and sustainable
finance in Mongolia? (Select for each item: Yes / No / Not sure)

Mongolia's Nationally Determined Contribution (NDC)
National Sustainable Finance Roadmap
Mongolia's Green Taxonomy

Financing Taxonomy for the Sustainable Development Goals (SDGs) of Mongolia

Does your company currently prepare its financial statements in accordance with IFRS
Accounting Standards? (Yes/No)

Are you familiar with “IFRS Sustainability disclosure standard 1 - General requirements for
disclosure of sustainability-related financial information” (hereinafter IFRS S1) and “IFRS
Sustainability disclosure standard 2 Climate-related disclosures” (hereinafter IFRS S2)? (Yes/
No)

Have you (or your organization) received any training or information regarding these
standards? (Yes/No)

If you have received training, when and from which organization was the training provided?
(Open-ended question)



17. How would you rate your understanding and knowledge of the IFRS S1 disclosure components
(governance, strategy, risk management, metrics and targets) and the climate-related
disclosures under IFRS S2? (Select one from: 0% - No knowledge,1-20% - Heard of it, minimal
knowledge, 21-40% - Basic to moderate knowledge, 41-60% - Moderate knowledge, 61-80%-
Above average knowledge, 81-100%-Advanced or strong knowledge)

18. Are you aware of the following information related to the implementation of IFRS S1 and S2 in
Mongolia? (Select all that apply):

« The full official Mongolian translations of IFRS S1 and S2 have been approved by the
Accounting and Auditing Standards Committee under the Ministry of Finance, and
public dissemination is being carried out by the Mongolian Institute of Certified Public
Accountants (MonICPA).

+ Companies operating in Mongolia have been advised to adopt IFRS S1 and S2 on a
voluntary basis.

+ Aclimate impact disclosure guideline for financial institutions in Mongolia has been issued
and is being implemented starting from 2025.

+ Iam not aware of any of the above information.
19. Are you familiar with the following concepts of materiality? (For each item, select Yes/No)

+ Financial materiality
+ Impact materiality
* Double materiality

3. Current reporting practices

20. Does your organisation currently prepare a sustainability or ESG report (internal or public
needs)? (Yes/No)

21. If yes, which frameworks do you follow? (GRI, SASB, TCFD, EU CSRD, Other, Doesn't publish ESG
report)

22. Doyou (oryour organization) partially or fully report on climate-related risks and opportunities?
(Yes / No)

4. Governance, strategy and risk management

23. Are sustainability and climate-related risks discussed at the Board of Directors (BoD) level?
(Yes/No)

24. Does the BoD have oversight responsibility for sustainability disclosures or reports? (Yes/No)

25. Does your company have any approved regulations, procedures, or policies related to the
preparation of sustainability reporting? (Yes/No)

26. Are sustainability KPIs integrated into executive performance evaluations? (Yes/No)

27. Does your company assess climate-related financial risks (transition or physical)? (Yes/No/
Planning stage)

28. Are climate risks integrated into your enterprise risk management system? (Yes/No/Partial)

29. Does your organization conduct climate scenario analysis, or plan to do so? (Yes /No/Planning
to conduct)
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5. Data and Systems

30. Does your organization fully or partially collect and monitor the following data related to

31.

32.
33.

34.

natural resource usage? (Select Yes/No for each item)

* Energy consumption

* Electricity consumption

* Heat consumption

* Fuel consumption

* Non-renewable energy consumption

+ Renewable energy consumption

+ Water consumption

+ Water saved

* Reused water

+ Wastewater

+ Waste generation

* Waste treatment

* Hazardous waste

+ Green space or vegetation area
Does your organization calculate and monitor the following greenhouse gas (GHG) emissions
data? (Select Yes/No for each item)

* Scope 1 (CO, metric tons)

* Scope 2 (CO, metric tons)

* Scope 3 (CO, metric tons)

+ Total carbon offset or compensation measures
Does your organization use any ESG/sustainability reporting software/system? (Yes/No)

Does your organization regularly verify the accuracy and completeness of sustainability data
and information (i.e., is there an internal control system in place)? (Yes / No)

What challenges is your organization facing regarding data and information system
management? (e.g., integration with existing ERP systems, insufficient data reliability, limited
budget, lack of personnel for data preparation, etc.) (Open-ended response)

6. Challenges, resources and capacity building needs
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35.
36.

37.

38.

Does your organization have a sustainability unit or officer/committee? (Yes/No)

To what extent do you (or your organization) have sufficient human resources, knowledge,
and readiness to implement the IFRS S1 and S2 Standards? (Select one from: 0% - Not ready,
1-20% - Slightly ready, 21-40% - Somewhat ready, 41-60% - Moderately ready, 61-80%- Above
average readiness, 81-100%- Highly ready)

Does your organization currently allocate budget and resources for sustainability reporting
(e.g., ESG), or plan to do so? (Yes / No)

What are the three main challenges your organization faces in implementing IFRS S1 and

S2? (Select all that apply: Lack of guidance and instructions, Lack of data and information
readiness, Insufficient budget, Shortage of human resources, Other)



39. What external technical support do you need? (Select all that apply: Audit, Data systems, Legal
guidance, Training, Other)

40. What support would be most helpful from the government/regulators? (Select all that apply:
Training, Templates, Technical guidance, Other)

41. Please rate your organization's capacity-building needs in the following areas by level of
importance. (1-Least important, 5-Most important; choose one number from 1 to 5 for each

item) Understanding disclosure requirements

+ Understanding sustainability reporting requirements
+ Data collection, calculation, and data management

+ Climate risk analysis and scenario planning

+ Preparing sustainability reports

+ Sustainability governance structure

7. Assurance & audit readiness

42. Is your sustainability report assured by an internal audit or audit committee? (Yes/No)

43. Has your sustainability report been verified by a third party (audit firm), or do you plan to have
it verified? (Yes/No)

44. What challenges do you face in getting your sustainability report audited or verified? (e.g.,
Cost, Lack of service providers, Poor internal preparation, Other - please specify.) (Open-
ended question)

8. Stakeholder engagement & transparency

45. Does your organization incorporate stakeholder feedback when identifying ESG-related
topics? If yes, how is the feedback incorporated? (1. Questions or comments raised during
Board meetings 2. Feedback received via company website, phone, or other communication
channels 3. Shareholders’ meeting minutes 4. Other 5. Feedback is not incorporated)

46. How does your organization communicate sustainability key performance indicators (KPIs) to
stakeholders? (Select all that apply: Annual report, Website, Media, Other, not communicated)

9. Implementation timeline and other

47. When do you think would be an appropriate year for the voluntary implementation of IFRS S1
and S2 sustainability disclosure standards in Mongolia? (Select one: From 2026, From 2027,
After 2028, Don't know)

48. When do you think would be an appropriate year for the mandatory implementation of IFRS
S1 and S2 sustainability disclosure standards in Mongolia? (Select one: From 2027, From 2028,
After 2029, Don't know)

49. Please share any comments or suggestions related to the implementation of IFRS S1 and S2
sustainability disclosure standards in Mongolia. (Open-ended question)
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Annex 2. Core legal provisions relevant to IFRS S1 and S2

The following table summarizes relevant legal instruments and their significance in supporting ESG
integration and disclosure.

Table 1. Overview of Mongolia's core legal provisions and their relevance to IFRS S1 and S2

Laws/

Regulation’s
articles, clause

Accounting Law of
Mongolia

(Revised edition of
2015)

Environmental
Protection Law of
Mongolia

(1995, revised 2022)

Company Law of
Mongolia

(Revised edition of
2022)

Vision 2050 — Long
term development
policy of Mongolia

(Approved by
Government
Resolution No. 52,
2020)

Mongolia’s NDC
Targets under the
Paris Agreement
approved by
Government

(Resolution No. 407,
2019)
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Core ESG provisions

Mandates compliance with IFRS,
IFRS for SMEs, and IPSAS;
establishes principles of accrual
accounting, consolidation, and
reporting obligations; outlines
responsibilities of accountants and
oversight mechanisms.

Mandates environmental impact
assessments (EIA), pollution
control, and restoration of degraded
environments.

Defines corporate structures,
shareholder rights, board duties,
transparency, and disclosure
requirements.

Envisions Mongolia as a leading
Asian nation in social development,
sustainability, and quality of life by
2050. Emphasizes environmental
protection, climate resilience,
sustainable governance, regional
and urban development and
promotion of good governance.

The resolution officially endorses
Mongolia’s updated NDC targets,
aiming to reduce GHG emissions
by 22.7% by 2030, and up to 44.9%
with international support. It also
outlines climate adaptation goals
and sectoral commitments.

Relevance to IFRS S1, S2

May serve as a legal foundation for adopting
IFRS S1 and S2; provides legal basis for
sustainability-related financial disclosures,
reporting structures, and audit obligations across
various types of organizations including listed,
unlisted and state-owned enterprises.

Enables S1 (financial connectivity), S2
(climate-related financial disclosures)

Aligns with IFRS S2 on climate and environmental
disclosures; reinforces obligations for risk
assessment and environmental data reporting.

S2: Climate risk & environmental metrics

Establishes foundational governance and reporting
duties that support IFRS S1 implementation
(e.g., oversight, control, transparency).

S$1: Governance & control

Provides strategic alignment for IFRS S1 and S2
adoption. Sets long-term sustainability objectives
that reinforce the need for high-quality climate
and ESG disclosures. Serves as a national
policy reference for integrating sustainability
disclosure into governance, urban planning,

and environmental management. Supports
interoperability with SDGs and the ISSB’s global
baseline.

Provides context for long-term ESG integration

Forms the legal basis for Mongolia’s climate action
under the Paris Agreement. Supports IFRS S2
through national climate mitigation targets, and
informs IFRS S1 via commitments to adaptation,
governance, and cross-sectoral planning.

S2: Scenario analysis, risk and opportunity
disclosure




Laws/
Regulation’s
articles, clause

Law of Mongolia on
Auditing

(Revised Version,
2015) - Articles 4, 10,
13, 14, 21, 26, 30

General Law of
Mongolia on Taxation

(Revised version,
2019) - Articles 6, 11,
19, 30, 36

Business Entity/
Corporate Income
Tax Law

(Revised version,
2019),

Article
22.9.1-22.9.11

Corporate
Governance Code

(Revised edition of
2022 by FRC)
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Core ESG provisions

Establishes legal framework for
audit services, including licensing,
auditor independence, professional
standards, quality assurance, and
mandatory audits for PIEs and listed
companies. Aligns national auditing
with International Standards on
Auditing (ISA).

Establishes tax obligations, reporting
duties, and enforcement authority
for all taxpayers. Empowers tax
authorities to request financial

and supporting documentation for
compliance and audit. Contains
mechanisms for cross-sector
coordination and sector-specific

tax regimes (e.g., extractives, tax
exemption and credit).

Specifies categories of tax-
deductible expenses related to
corporate environmental protection,
social responsibility, and donation-
based contributions (e.g. for public
infrastructure, healthcare, education,
climate, water, sanitation, or disaster
resilience). Enables companies

to plan CSR/ESG activities with
financial return via tax benefit,
creating incentive alignment for
sustainability integration.

Establishes principles and practices
for board structure, independence,
audit and risk oversight,
remuneration, stakeholder rights,
internal control, ethics, and ESG
disclosure. Covers 9 core principles
including transparency, stakeholder
engagement, risk governance, and
culture. Requires annual reporting
on governance practices based on
the “comply or explain” principle.

Relevance to IFRS S1, S2

Ensures credibility and verification of
sustainability-related financial disclosures.
Supports IFRS S1 by reinforcing governance and
internal control expectations. Enables third-party
assurance of climate and ESG information under
IFRS S2, essential for transparency, comparability,
and investor confidence.

Provides foundational regulatory structure to
support future green tax reforms and climate-
related financial risk integration. Can enable
linkages between sustainability performance and
tax incentives or penalties, supporting IFRS S1’s
governance, strategy, and metrics disclosures.
Facilitates data traceability needed for Scope 1-3
emission-related disclosures under IFRS S2 when
tax treatment intersects with GHG-related assets
or costs.

S1: Strategy, metrics, and financial impacts

Strongly supports IFRS S1 (strategy, governance,
resource allocation) by encouraging planned,
reportable CSR investments. Strengthens S2
alignment by enabling tax recognition of climate
and environmental spending, facilitating consistent
disclosure of sustainability-related financial
impacts. Enables measurable link between
sustainability performance and fiscal policy.

S1: Strategy, metrics, and financial impacts

Strongly supports IFRS S1 by institutionalizing
governance structures, board oversight,
transparency, and risk management. Reinforces
IFRS S2 elements through mandatory audit and
internal control practices, ESG risk disclosure
(environment, social, ethics), and board-level
responsibility for sustainability strategy and
reporting.

S1: Strategy, metrics, and financial impacts

Based on sources from the Mongolian official legal platform www.legalinfo.mn, extracted in May 18, 2025.


https://legalinfo.mn/mn

Annex 3. Stakeholder validation meeting summary

On June 23, 2025, the project team organized an online stakeholder consultation meeting to present
the preliminary findings of the IFRS S1 and S2 market readiness survey. Participants were invited
from the Mongolian Stock Exchange, Central Bank of Mongolia, Financial Regulatory Commission,
Mongolian Institute of Certified Public Accountants, Mongolian Sustainable Finance Association,
Mongolian Chamber of Commerce and Industry, audit firms, and academic institutions.

Stakeholdersactively engagedinthe discussion and provided valuable feedback toimprove thereport.
Representatives from the Mongolian Sustainable Finance Association emphasized the importance of
establishing a clear institutional coordination mechanism and highlighted the absence of national
baseline data for sustainability reporting. They suggested developing a phased implementation
roadmap to guide the adoption of the IFRS Sustainability Disclosure Standards.

The Financial Regulatory Commission proposed a sector-based rollout, beginning with entities
already subject to disclosure obligations, such as financial institutions. They also underlined the
need for enhanced coordination among regulatory and supervisory agencies to support consistent
implementation.

A representative from the academic sector noted that the readiness assessment would benefit
from further disaggregation of findings. Specifically, they suggested comparing listed companies
by their stock exchange tier (e.g., Categories I, II, III) and ownership structure, as well as analyzing
differences between organizations that already publish sustainability reports and those that do
not. The representative also proposed reviewing currently available voluntary reports to better
understand market maturity and actual disclosure practices.

Following the meeting, the project team shared the presentation with participants and carefully
considered the feedback received. Relevant inputs have been incorporated into this final version of
the report, where applicable.

In addition to the stakeholder consultation, the project team held a separate in-person meeting with
the Director General of Accounting Department at the Ministry of Finance on June 23, 2025. During
this discussion, the team presented the preliminary market survey findings and received constructive
feedback. The Director General emphasized the importance of elaborating the readiness analysis by
sector and recommended conducting cross-tabulations to identify which sectors demonstrate higher
preparedness for adopting IFRS S1 and S2. Her input has been duly considered and integrated into
the revised assessment, where applicable.
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Annex 4. Summary of national efforts related to
international sustainability disclosure

Over the past few years, Mongolia has taken significant strides to establish a foundation for
sustainability reporting, supported by both national regulatory initiatives and international
partnerships.

A major milestone came in 2022, when the Financial Regulatory Commission (FRC), in partnership
with the Mongolian Sustainable Finance Association (MSFA) and with technical support from the
International Finance Corporation (IFC), UNDP, and other development partners, launched Mongolia's
first voluntary ESG & Sustainability Reporting Guidance for Mongolian companies, referencing
leading frameworks such as GRI, SASB, IFC, and TCFD, with adapted templates and indicators. This
guidance was tailored for publicly listed companies and aimed to provide standardized, practical
guidance for preparing ESG disclosures in line with international principles.

At the market level, this template was specifically tailored for publicly listed companies and has
since been adopted by the Mongolian Stock Exchange (MSE). As of 2024, Tier 1 listed companies are
required to disclose ESG information on a mandatory basis using the IFC-developed template, while
other MSE-listed companies are encouraged to report voluntarily. This marks an important step in
mainstreaming sustainability reporting in the capital markets and has begun raising awareness and
capacity among listed issuers.

In parallel, Mongolia has advanced its institutional readiness for the adoption of IFRS Sustainability
Disclosure Standards. The Mongolian Institute of Certified Public Accountants (MonICPA), under an
official licensing agreement with the IFRS Foundation, translated IFRS S1 and S2 into Mongolian. The
translations were reviewed by the IFRS Foundation and officially approved by the Accounting and
Auditing Standards Committee under the Ministry of Finance on 8 July 2024. As stated in the official
approval order, companies falling under Clause 4.2 of the Accounting Law are currently advised to
adopt IFRS S1 and S2 on a voluntary basis. This reflects a formally recognized and quality-assured
mechanism for localizing international sustainability reporting standards in Mongolia.

Under the project, jointly implemented by the Ministry of Finance and the Asian Development Bank
(ADB), an introductory training on the IFRS Sustainability Disclosure Standards (IFRS S1 and S2),
along with Mongolia’s customized sustainability reporting template aligned with these standards,
was successfully organized in February 2025. The training brought together representatives from 44
state-owned enterprises (SOEs), the Ministry of Finance, and other regulatory agencies. Participants
who successfully completed the training were awarded a Certificate of Sustainability Reporting.

19 FRC, MSE and MSFA (2022) ESG & Sustainability Reporting Guidance: https://www.toc.mn/en/publication/
esg-and-sustainability-reporting-quidance
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https://www.toc.mn/en/publication/esg-and-sustainability-reporting-guidance

The template, developed in both English and Mongolian under above ADB project, serves as a
practical tool to support companies in disclosing sustainability-related information in line with
international standards. To test its application, the project team (UNDP, SDMH) has initiated piloting
with one listed company on the Mongolian Stock Exchange.

In the financial sector, the Bank of Mongolia (BoM) 2, in partnership with UN ESCAP, and the NDC
Partnership, launched a climate impact disclosure guideline and template for financial institutions
in May 2025. This guidance is designed to facilitate alignment with IFRS S1 and S2 standards by
equipping financial institutions with practical tools for reporting on climate-related risks, impacts,
and governance. Although recently released, the initiative has already generated early engagement
and reflects the growing institutional momentum to integrate climate considerations into financial
decision-making and risk assessment frameworks.

Furthermore, the collaboration between IFC and FRC was recently renewed with the signing of a
new Memorandum of Understanding (MoU) on June 5, 20252, This MoU reaffirms the long-standing
partnership between the two organizations and outlines a new phase of joint activities focused on
strengthening the sustainability reporting ecosystem in Mongolia. According to the FRC's official
announcement, the agreement will enable technical support and capacity building to further embed
sustainability practices in the financial sector and capital markets, reinforcing the broader policy
objective of aligning with international standards such as those issued by the ISSB. These initiatives
collectively signal Mongolia’s increasing commitment to sustainable finance and transparency,
laying the groundwork for a phased and inclusive transition toward mandatory sustainability
disclosures aligned with global frameworks. This also illustrates the current fragmented institutional
responsibilities and need for an overarching coordination mechanism to align mandates or
implementation strategies across sustainability disclosure policies.

20 Bank of Mongolia (May,2025). Mongolia launches climate-related financial disclosure guidelines to strengthen sustainable finance.
Retrieved from. https://www.mongolbank.mn/en/r/9482

21 International Finance Corporation (IFC). (2025, June 5). IFC and Mongolia’s Financial Regulatory Commission renew partnership to
advance sustainable finance. Retrieved from. https://www.ifc.org/en/pressroom/2025/ifc-invests-in-ameriabank-to-expand-financing-for-climate-
initiatives-and-smaller-/ifc-and-frc-expand-partnership-to-build-sustainable-finance-market-in-mongolia
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Annex 5. Adoption of IFRS Sustainability disclosure standards by jurisdiction

Jurisdiction
Status of

People’s
Republic of
China

Malaysia

Singapore

EU**

Status of

implementation

Finalized
consultation

Adopted

Finalised

Adopted
European
Sustainability
Reporting
Standards
(ESRSs)

Comment period
expiration date/
date of adoption

(finalisation)

20 November
2024
31 May 2025

23 December
2024

23 September
2024

22 December
2023

Adoption
approach

Local standards
based on ISSB
standards

Adoption of
ISSB
standards

Local standards
based on ISSB
standards

High degree of
alignment of the
ISSB standards
and the ESRSs
in respect of
climate-related
reporting

Standards

IFRS S1&
IFRS S2

IFRS S1&
IFRS S2

IFRS S1&
IFRS S2

N/A

Earliest
mandatory
reporting
effective
date

Scope of entities (may be phased in)

Unknown, but expected to be
entities established in the People’s
Republic of China that are subject
to particular regulations

Unknown

Main Market listed issuers; ACE
Market listed issuers; large
non-listed companies with
revenue of RM2bn and above

1 January 2025

Listed and large non-listed

1 January 2025 .
companies

Large EU entities, large credit institutions, large insurance
entities, listed small- and medium sized entities, non-EU
entities listed on a regulated market in the EU, unlisted
non-EU groups (to be published by an EU-based branch or
subsidiary) that generate more than EUR 150m turnover in
the EU and have at least one large or listed EU subsidiary or

1 January 2024

EU branch (>40m net turnover)

Source: Extracted from Deloitte. “Adoption of IFRS Sustainability disclosure standards by jurisdiction,” updated as of 12 May 2025.

Assurance
requirements

No current
proposal

At least
limited
assurance

Limited
assurance

Limited
assurance,
moving to
reasonable
assurance

Earliest
mandatory
assurance
effective
date

N/A

1 January
2027

1 January
2027

1 January
2024

Table compiled from publicly available information and proposals; content may be subject to updates.
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https://iasplus.com/en/news/2024/12/china-sustainability-standards
https://iasplus.com/en/news/2024/12/malaysia-issb
https://www.iasplus.com/en/news/2024/09/sgx
https://www.iasplus.com/en/news/2023/07/esrs-final
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