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EXECUTIVE SUMMARY 
 

 
 

Objectives  

 

The Government of Mongolia (“the 
Government”) established the Development 
Bank of Mongolia (“DBM”) to foster the 
economic and infrastructure development of 
Mongolia by providing long-term financing 
for policy-oriented projects consistent with 
the Government’s macroeconomic 
development strategy.   

This study is carried out at the request of the 
DBM and funded by the UNDP. The objective 
of this report is to take stock and to inform 
the development of DBM strategic plan and 
support the integration of the SDGs into 
DBM’s operation and sustainability 
reporting. This includes recommendations, 
policy and procedure drafts, risk assessment 
tools, questionnaire, and roadmap.  

This report divided into three sections. The 
first section of the report provides 
institutional background of DBM and its 
overall operation. The second section begins 
by providing a brief overview of the shift to 
sustainability in finance and consideration of 
how various development finance 

institutions are mainstreaming and acting on 
sustainability principles. The third section 
takes stock of the developments as regards 
sustainability at the DBM to date before 
identifying key priorities for the way forward.  

It should be noted that there are several 
complementary areas of work, including the 
formulation of an Integrated National 
Financing Framework and financing 
strategy, where there is a focus on 
optimizing, public and private finance as well 
as the contribution of the national 
development bank (DBM). 

Furthermore, there is support to the 
development of sustainable development 
taxonomy and impact measurement system 
and a review of the available taxonomies 
such as EU taxonomy and Chinese SDG 
taxonomy; support to the introduction of ESG 
reporting standards at the Mongolian capital 
markets in collaboration with Financial 
Regulatory Commission, the Mongolian 
Stock Exchange, UNEP, FC4S and IFC; 
Integration of gender-responsive financing in 
the financial sector; a results-based 
budgeting pilot wherein expenditure reviews 
are being conducted in a number of sectors 
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and RBB pilots are ongoing in education, 
environment, agriculture and employment 
sectors, to scale up the adoption of RBB by 
bottom-up approach of the line ministries, 
within the framework of the UN Joint 
Programme and other UNDP projects. This 
should facilitate coherence with the work of 
DBM; and capacity building at the National 
Audit Office.  

A provisional roadmap to take forward the 
integration of sustainable finance in DBM’s 
operations and ecosystem engagement is 
presented for consideration and refinement 
encompassing DBM strategy review and 
sustainability policy development; guidance 
and regulations for sustainable finance 
instruments; sustainability risk 
management; sector priorities and support; 
disclosure and reporting; and coordination 
and ecosystem strengthening. 

Finally a set of detailed annexes 
encompassing the following are included:   
National Sustainability Commitments as well 
as  International Standards and Best 
Practices; including Equator Principles (EPs) 
and Accreditation Criteria of Green Climate 
Fund (GCF); as well as a variety of templates 
and tools, including Sustainable Risk Policy 
for Lending Template, A Sustainability Risk 
Management Framework; Sustainability Risk 
Management Questionnaire; Exclusion List 
and  an Illustrative list of High Risk ESE 
Activities. The annexes also a Sample 
Sustainability Paragraph for Existing 
Policies; Guidelines for the Implementation; 
Sample Sustainability Tools (Sustainability 
Assessment Matrix) and a Sustainability 
Performance Assessment Questionnaire as 
well as Useful References and Resources. 

 

 

 

 

 
1 E.g., see section on DFIs in this document 

 

Drivers for the adoption of a Sustainable 
Financing Approach by DBM 

The DBM relies heavily on wholesale funding 
from the international and domestic capital 
markets for issuance of debt instruments 
and bonds and on international financial 
institutions for borrowing (e.g, for senior loan 
facilities, trade finance instruments, and 
credit lines). Historically, DBM’s funding 
operation’s success depended on two key 
factors: good financial health and the 
government’s commitment to supporting the 
Bank in the event of financial difficulties.  

However, there have been a number of 
factors which are also driving the shift to the 
consideration of sustainable financial 
practices. Increasingly, partner institutions 
and potential partners are focusing on the 
Bank’s ability to manage ESG risks and the 
Bank’s overall approach to responsible and 
sustainable banking practices on top of the 
financial health and support from the 
Government.1  

More specifically, (foreign) investors and/or 
funding (lending) partners to DBM are 
requesting sustainability commitments to be 
eligible for funding such as 1) adherence to 
the IFC Performance Standards and/or 2) an 
Environmental and Social Management 
System (a set of policies, procedures, tools 
and internal capacity to identify and manage 
a financial institution's exposure to the 
environmental and social risks). Separate to 
the business responsibility, there is therefore 
also a business need to develop a 
sustainable finance strategy and framework. 

In addition, the financial regulators (Central 
Bank of Mongolia and the Financial 
Regulatory Commission) in Mongolia are 
likely to introduce ESG and green finance 
requirements (e.g. via regulatory 
enforcement to the implementation of the 
market-led Sustainable Finance Principles) 
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to commercial, state-owned and policy FIs 
(e.g. DBM, State bank) mandating all FIs to 
have E&S management systems in place and 
to assess their E&S risk exposure in lending 
and investment decision-making. The 
promotion of state-owned and policy FIs as 
sustainability champions, could furthermore 
be a way to send positive policy signals to 
the market.  

The Mongolian National Green 
Development Policy (2014), which is the 
core of Mongolia’s transition to a green 
economy, already recognizes the importance 
of sustainable finance and has integrated it 
as Strategic objective: […#3: “Increase 
investment in natural capital, human 
development, and clean technology by 
introducing financing, tax, lending and other 
incentives to support green economy 
growth”. The strategy focuses on enhancing 
more environmentally and socially 
responsible lending practices across 
financial institutions, promoting the trade of 
low-carbon and energy-efficient 
technologies, creating a green taxation 
system, promoting green public 
procurement, incorporating green growth 
indexes into national statistic systems and 
increasing investments into green industries 
and projects…] 

Over the past five years, Mongolia has 
undertaken a voluntary process to integrate 
sustainability considerations into finance 
and it has received good assessment results 
for 1) the Mongolian environmental and 
social risk management framework based 
on the Mongolian Sustainable Finance 
Principles (MSFP) and 2) its National 
Sustainable Finance Roadmap and 3) the 
Mongolian Green Taxonomy. In fact, all 14 
commercial banks in Mongolia are said to 
have joined the Mongolian Sustainable 
Finance Association and committed to the 
MSFP, a collective framework based on 
international standards and local needs. 

 
2 National Sustainable Finance Roadmap 

However, only a limited number (5) report on 
sustainability.  

By joining in these efforts, the DBM will be 
able to play an active role to strengthen 
implementation. In terms of DBM portfolio, 
this is also becoming increasingly important 
from a risk and opportunities perspective. 
Construction and manufacturing sectors 
have dominated the loan portfolio since 
2017, and the DBM is looking to expand its 
housing portfolio, where green housing, 
urban resilience are emerging as themes. 
Further, even as DBM has extended loans to 
the energy sector through the years, none of 
the underlying projects are in renewable 
energy. Importantly, the investment required 
to shift Mongolia’s current resource-
intensive economy to a green one is 
estimated to range between US$690 million 
to US$1.03 billion annually. 2  

The DBM is thus looking to integrate 
responsible and sustainable banking 
practices into its operations. Aside from 
opportunities, various international 
standards also encourage sustainability risk 
management finance to ensure that 
potential negative environmental and social 
risks are mitigated. Annex II gives an 
overview of sustainability risk management 
standards and best practices that have been 
identified as most relevant to DBM taking 
into account DBM’s main activities, exposure 
and strategy going forward. 

 

Snapshot of Sustainable Finance Efforts 
to date at DBM 

In its 2021 draft strategy and draft business 
plan, DBM underlines its leading position 
with regard to national sustainable 
development. It aims to define the role and 
participation of the DBM in addressing the 
country's socio-economic challenges and 
achieving sustainable development through 
the improvement of living standards and the 
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implementation of environmentally friendly 
projects and programs.  The 2021 draft 
strategy plan also refers to compliance with 
the SDGs, Mongolia’s long-term 
development policy “Vision 2050” and green 
financing principles. DBM states that it 
pursues the SDGs as a financial institution 
and that alignment with the SDGs is of great 
importance to achieve the national 
sustainable development agenda.  

However, in spite of DBM’s commitments on 
sustainability, to date there is no clear 
communicated approved strategy and/or 
business plan including commitments on 
sustainability and environmental and social 
performance indicators and/or Board 
commitment on sustainability.  

With regard to the DBM Credit Policy, while 
the previous versions merely mentioned that 
DBM will comply with the sustainable 
financing principles, the latest (third and the 
current version of the was approved in June 
2019) specifically states that the 
environmental assessment report forms part 
of the credit origination process. In addition, 
the list of prohibited business activities is 
expanded and specified more clearly. In line 
with DBM Law, the credit policy also includes 
various sustainability-related criteria.  

However, there are no specific sustainability 
procedures and policies in relation to 
sustainable financing practices in place 
and/or reference to the MSFP. Sustainability 
requirements and/or sustainability 
incentives are currently not part of the 
lending activities and processes and 
sustainability performance of clients is not 
monitored (e.g. monitoring of 
implementation of management plans as 
included in the environmental impact 
assessments). In other words, while the 
laws, policies, and procedures require that an 
environmental assessment to be carried out 
on a project, and the assessment is used only 
to determine whether the project meets the 
requirements. The DBM does not have any 
monitoring and reporting standards related 

to sustainability in place. Further, the DBM 
does not include sustainability in its annual 
report or issue a sustainability report or 
report on sustainability on its corporate 
website.  

 

Looking forward: Selected 
Recommendations 

As the only policy-oriented financial 
institution in the country, it is important for 
the DBM to establish a board and 
management commitment to and oversight 
of DBM’s sustainability efforts.  In the 
context of a sustainability risk management 
framework, DBM should also put in place an 
overarching sustainability policy, and an 
exclusion list that focuses on client 
acceptance and lending activities.  

This sustainability policy would serve as the 
guiding document for DBM to integrate and 
implement international standards, good 
practices, and key principles on sustainable 
and responsible financing into their 
operation. Once the overall sustainability 
policy is developed, the relevant policies and 
procedures should reflect the key 
propositions included in the sustainability 
policy. 

Given DBM’s heavy reliance on international 
wholesale funding, external stakeholders’ 
emphasis on sustainable and responsible 
finance should be another key consideration 
during the policy formulation steps. Because 
of DBM’s mandate and objectives, it is likely 
that external stakeholders expect DBM to be 
the leader in sustainable financing efforts in 
Mongolia. As such, both the operating 
environment and external stakeholder 
consideration should play a key role in the 
sustainability commitment and target 
setting.  

Sustainability needs to be internally 
institutionally mainstreamed as well, via 
embedding sustainability goals into 
performance reviews and remuneration 
schemes across the organization. This 
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means including the SDG targets into DBM’s 
strategy documents (such as the 2021-2024 
strategy document and business plan).  

 

 

Taking into account that DBM’s activities 
mainly focus on lending, DBM has the 
opportunity to enhance sustainability, 
especially with the following sustainable 
finance (lending) instruments.  
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I. DBM INTRODUCTION AND BACKGROUND  
 
The Government of Mongolia (“the 
Government”) established the Development 
Bank of Mongolia (“DBM”) to foster the 
economic and infrastructure development of 
Mongolia by providing long-term financing 
for policy-oriented projects consistent with 
the Government’s macroeconomic 
development strategy. In pursuant to section 
five of the Law on Development Bank of 
Mongolia (“the Law”), DBM is mandated to 
mobilize necessary resources to finance 
priority sectors to ensure sustainable 
economic growth in the country. Therefore, 
the principal activity of DBM has been to 
finance large-scale infrastructure, export 
promoting, and import substituting projects 
by raising necessary wholesale funds from 
the international capital markets.   

DBM serves a unique role in the Mongolian 
economy filling the gap created by the 
emerging domestic banking sector, which 
remains unable to finance large 
development projects.  Before the 
establishment of DBM, most public 
investment was made through the Ministry 
of Finance. Due to the yearly budget approval 
process at the Parliament, large capital 
projects such as roads and other essential 

infrastructure projects' completion became 
highly unpredictable and erratic.  
 
Because of its policy focus and Government 
backing, DBM has maintained a strong 
funding base with a longer tenure and lower 
costs compared to commercial banks in 
Mongolia. In 2015, DBM obtained its first 
independent credit ratings from Moody’s 
Investor Services and Standard and Poor’s 
rating agencies on par with the sovereign. 
The rating agencies viewed DBM as an 
integral part of the Government and ensured 
direct support in the event of financial 
difficulties.  
 
While the establishment of DBM served its 
purpose by financing various infrastructure, 
urban development, and transportation 
projects in Mongolia, it also posed policy 
challenges for policymakers. As a 
shareholder and owner, the Government 
increasingly relied on DBM for budgetary 
expenditures. The Government used DBM to 
finance numerous projects and initiatives 
once financed from the state budget, making 
DBM an off-budget financing vehicle for the 
Government.  

 
FIGURES 1. TOTAL ASSETS AND LOANS  

  
                                 Source: Development Bank of Mongolia  
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Due to increased budget-related activities in 
its operation prior to 2017, DBM divided its 
loan portfolios into two separate categories: 
project-related and budget-related. The 
project-related portion of the loan portfolio 
consisted of those loans and investments 
that will be paid back from the underlying 
project’s cash-generating activities while the 
budget-related portion will be paid back from 
the state budget on predetermined dates in 
the future.  
 
The off-budget expenditure through DBM 
caused many public debates among 
domestic policymakers and economists. 
International financial institutions and 
multilateral organizations also expressed 
their concerns over debt sustainability and 

fiscal discipline issues3.  Hence, in 2016-
2017, DBM went through significant 
structural and regulatory changes 
addressing issues related to governance 
structure, business model, and risk 
management approaches. The impact will 
be discussed in the relevant sections 
throughout this report. 
 
As of 2020, DBM’s total assets stood at MNT 
4.2 trillion, and loans to customers 
represented MNT 2.9 trillion, making DBM 
one of the largest financial institutions in the 
country. Its portfolio consists of loans to 
mining, agriculture, energy, urban 
development, and infrastructure sectors in 
Mongolia. 

 

 

Legal Framework and Regulatory Environment 
 
The Development Bank of Mongolia is a 
Government-owned, policy-oriented 
statutory financial institution established on 
25 March 2011 pursuant to Resolution 
No.195 dated 20 July 2010 by the 
Government of Mongolia and under the Law 
of Development Bank of Mongolia approved 
by the Parliament on 10 February 2011 (later 
amended in 2017). DBM is registered as a 
limited liability company with the Legal Entity 
Registration Office of the General Authority 
for State Registration on 25 March 2011. 

Unlike the commercial banks who are 
regulated under the Banking Law, DBM is the 
only financial institution that has its own law 
that regulates operation and activities. The 
Law on Development Bank of Mongolia was 
ratified by the Parliament, the highest 
legislative branch, while the Charter of DBM 
was approved by the Cabinet, the highest 
executive branch of Mongolia. This makes 
DBM a very unique and important part of the 

 
3 
https://www.imf.org/en/Publications/CR/Issues/2017/12/21/Mongol

Government’s policy implementing 
instrument.  

Given its policy role to carry out specific 
functions approved by the Parliament and 
the Cabinet, DBM is prohibited to compete 
with commercial banks. Therefore, DBM 
does not collect retail deposits and does not 
provide retail loans to customers. 
Furthermore, DBM is not subject to the Bank 
of Mongolia’s (“the Bank”) regulatory 
requirements that are applicable to the 
commercial banks in Mongolia. 
 
Since its inception, DBM has gone through 
numerous management and policy changes 
impacting overall performance and strategy. 
Most recently, on 10 February 2017, the 
Parliament approved the Revised Law on 
Development Bank of Mongolia to ensure 
operational independence, provide 
additional support mechanisms, and 
improve overall financial performance.  
 

ia-First-and-Second-Reviews-Under-the-Extended-Fund-Facility-Press-
Release-Staff-45505 

https://www.imf.org/en/Publications/CR/Issues/2017/12/21/Mongolia-First-and-Second-Reviews-Under-the-Extended-Fund-Facility-Press-Release-Staff-45505
https://www.imf.org/en/Publications/CR/Issues/2017/12/21/Mongolia-First-and-Second-Reviews-Under-the-Extended-Fund-Facility-Press-Release-Staff-45505
https://www.imf.org/en/Publications/CR/Issues/2017/12/21/Mongolia-First-and-Second-Reviews-Under-the-Extended-Fund-Facility-Press-Release-Staff-45505
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One of the main purposes of the 
amendments to the DBM law was to ensure 
operational independence. Prior to the 2017 
law amendments, all loans disbursed by 
DBM needed formal approval from the 
Cabinet. According to the original 2011 law, 
the Parliament had to approve a list of 

projects and initiatives which will be used by 
the Cabinet when they approve the projects 
for DBM to finance. As mentioned previously, 
the Government directed DBM to finance 
many projects that should have been 
financed from the state budget.  

 
TABLE 1: KEY CHANGES AFTER THE LAW AMENDMENTS  

KEY CHANGES ORIGINAL LAW OF 2011 AMENDMENTS 2017  

Operational Independence  Required the bank to obtain 
government approval for all lending 
and funding activities  

The Board has the authority to make the 
lending and funding related decisions  

Corporate Governance  Only 3 independent board members 
out of the 9 total board members  

▪ Independent board members 

increased to 4  

 

▪ Prohibited to change more than 

50% of the board members in one 

fiscal year  

Oversight  The oversight function was exercised 
by the Government itself with little or 
no involvement of the Bank of 
Mongolia   

The Bank of Mongolia is the supervisor that 
will impose and monitor prudential ratios  

       Source: The Law on Development Bank of Mongolia 

 
Secondly, under the 2017 law amendments, 
the Bank of Mongolia was appointed as a 
supervisor to ensure DBM was fulfilling 
prudential ratios and asset classification 
guidelines set by the Bank of Mongolia. 
Because DBM was not subject to 
commercial banking rules, the Bank of 
Mongolia developed a different set of 
standards and rules specifically for DBM. In 
the previous version of the law, this role 
resided with the Ministry of Finance. 
Effectively, the Government played three 
different roles: shareholder, supervisor, and 
borrower. This created significant corporate 

governance challenges for the Board 
members appointed by the Government and 
the management team.   
 
The 2017 law revisions enabled DBM to 
operate autonomously, appointed the Bank 
of Mongolia as a regulator, and drew a clear 
line of corporate governance structures. 
Under the revised law, the Bank of Mongolia 
also introduced a separate regulation and 
monitoring prudential ratios applicable to 
DBM only. In other words, DBM is not subject 
to requirements imposed on commercial 
banks by the Bank of Mongolia.  
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Corporate Governance and Organizational Structure 

  
DBM has been solely owned by the 
Government of Mongolia since its inception 
in 2011. Consequently, the Government is 
the sole shareholder while the Cabinet acts 
as the shareholders’ meeting. Due to the 
Bank’s policy-oriented nature and its 
importance to the country’s economic 
development this tradition is likely to 
continue. However the law allows additional 
shareholders to participate in DBM in future.   

Though the Government of Mongolia is the 
sole shareholder, different agencies and 
ministries have been responsible for the 
DBM since 2011. Initially, the Ministry of 
Economic Development was responsible for 
providing strategic guidance and oversight. 
Due to the changes in the Government 
structure and abolishment of the Ministry of 
Economic Development in 2014, that role 
shifted to the Ministry of Finance. After the 
2016 Parliamentary election, that role again 
shifted from the Ministry of Finance to the 
Cabinet Secretariat Office. Iin 2020, the 
Ministry of Finance resumed the direct 
oversight role, reviewing and issuing 
guidelines in the areas of strategic planning 
and business operations.  

Prior to the 2017 law amendments, all 
funding and lending activities had to be 

approved by the Cabinet through a 
Government resolution. Furthermore, the 
Government had to approve projects from a 
list that was ratified by the Parliament. These 
approval processes significantly diminished 
DBM’s authority as an independent financial 
institution. Instead of financing bankable 
projects with revenue-generating abilities, 
DBM ended up financing projects that were 
passed by the Government. These projects 
tended to be budget-related projects whose 
repayments were guaranteed by the state 
budget.  

This process also complicated the 
governance structure of the Bank of 
Mongolia. The Bank was DBM’s shareholder 
and supervisor while also being its biggest 
borrower. More than half of DBM’s loan 
portfolio consisted of state-budget-related 
loans and guarantees creating significant 
risk exposure. Recognizing that the 
Government cannot play the roles of 
shareholder, supervisor, borrower, and 
lender simultaneously, the Government 
proposed various changes to the existing 
law. Pursuant to Section 7 of the Law on 
Development Bank of Mongolia, DBM has to 
adhere to the following seven principles of 
good corporate governance in its operation:  

 

 

1. Be profitable 

2. Ensure sustainable business operation 

3. Be independent 

4. Be transparent  

5. Be responsible  

6. Any decisions related to DBM operations shall be based on the collective and 

cooperative management approach  

7. Have an independent external supervision  
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Pursuant to Section 19 of the same law, DBM 
Board will consist of nine members of which 
four must be independent. The Board 
includes high-ranking representatives from 
key ministries and Government agencies to 
ensure strong policy coordination. The 
current Board consists of delegates from the 

Ministry of Finance, the Ministry of 
Construction and Urban Development, the 
Ministry of Energy, and the Ministry of Food, 
Agriculture, and Light Industry. The 
independent Board members include 
representation from the local financial 
sector and the broader business community.  

 
TABLE 2. BOARD COMPOSITION  

# NAME POSITION CURRENT TITLE 

1 Narantsogt Sanjaa Chairperson  State Secretary, MoF 

2 Ganbat Byambajav Board member State Secretary, MCUD 

3 Magnaisuren 
Sandag 

Board member State Secretary, Ministry of Energy  

4 Tsogbadrakh Beltreg Board member Director, MoFALI 

5 Batnasan Namsrai Board member Professor, National University of Mongolia 

6 Munkhtur Ravjir Independent member Deputy CEO, SIBA LLC 

7 Zoljargal Magsar Independent member Senior Legal Advisor, TT GS Railway Project  

8 Dorjdagva Purev Independent member Director, Public Administration and Management 
Department, MoF 

9 Vacant  Independent member  

      Source: Development Bank of Mongolia 

 

The Board appoints the executive 
management team and approves the 
organizational structure along with the 
number of positions within the organization. 
The current executive management team 
consists of the Chief Executive Officer and 
six department level heads who are 
responsible for  

 

specific functions. The executive 
management is collectively accountable to 
the Board. Decision-making at the executive 
management level is done through 
specialized committees: Executive 
Management Committee, Credit Committee, 
Asset and Liability Management Committee, 
and Risk Management Committee. 
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FIGURE 2. ORGANIZATIONAL CHART  

 

                       Source: Development Bank of Mongolia  

In accordance with the DBM CEO decree 
dated April 2020, there are six departments 
within the organization with specific 
functions and roles. These are (i) Risk 
Management Department, (ii) Asset and 
Liability Management Department, (iii) Credit 
Department, (iv) Financial Management, 
Accounting, and Reporting Department, (v) 
Legal and Special Asset Department, and (vi) 

Administrative Department. Over the course 
of 10 years since its establishment in 2011, 
DBM has had seven different Chairs of the 
Board and five different CEOs. Frequent 
changes to the management team and 
organizational structures led to disarray 
within DBM and significant employee 
turnover.  

 

Wholesale Funding Activities  
 
According to the Law of the Development Bank of Mongolia, DBM is to carry out 10 specific 
activities:  

TABLE 3. DBM ACTIVITIES UNDER THE LAW 

TEN ACTIVITIES OF DBM 

Finance projects and programs Issuance and purchase of securities  

Payments and settlements  Borrowing  

Issue guarantees  Foreign exchange  

Investments  Advisory and consulting  

Trade finance  Treasury management  

                                                                                                   Source: The Law on Development Bank of Mongolia  
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To address some overlap in activities, DBM’s 
core operations are divided into three main 
categories: funding, lending, and others. 
Given DBM’s role in financing sustainable 
development, lending operations will be 
reviewed more rigorously compared to other 
core activities. 
 
As the only policy-oriented financial 
institution whose operation is regulated by 
the Law on Development Bank of Mongolia, 
DBM is prohibited from carrying out certain 
activities. It was not the intention of the 
Government to establish a financial 
institution that directly competes with 
privately held banks in the country. Instead, 
the Government intended to utilize DBM 
when local bank capacity is limited in 
attracting funding, financing large-scale 
projects, and undertaking bigger risks due to 
limited capital size.  
 
Retail banking is not included in DBM’s 
operation. As a policy bank, DBM is 
prohibited to take deposits from retail 
consumers and extend financing to retail 
borrowers. This provision ensures that DBM 
focuses on strategically important projects 
and programs that are included in the 
national development objectives and the 
Government’s action plan.  
 
 DBM funding is dependent on the 
international capital markets and financial 
institutions. The wholesale funding 
approach can be divided into two categories: 
borrowing and debt issuance. The borrowing 
activities entail DBM’s ability to secure 
senior loan facilities, trade finance 
instruments, and credit lines from 

international financial institutions and 
development financial institutions. DBM also 
has access to international and domestic 
capital markets by issuing debt instruments 
and bonds.  
 
The Government, as the sole shareholder, 
supported DBM’s effort to mobilize 
necessary resources by providing credit 
enhancement tools, such as sovereign 
guarantees through the Ministry of Finance. 
Investors and rating agencies often equate 
DBM’s risk to that of the sovereign. This  
often allowed DBM to tap cheaper funding 
sources with longer terms compared to the 
commercial banks in the country. 
 
Historically, DBM’s funding operation’s 
success depended on two key factors: 
strong financial health and the government’s 
commitment of support in the event of 
financial difficulties. This satisfied long-time 
lenders and investors, however, partner 
institutions and potential partners are 
concerned with DBM’s ability to manage ESG 
risks and its overall approach to responsible 
and sustainable banking practices.  
 
As international investors and financial 
institutions must increasingly address social 
and environmental challenges, they are 
aligning their operations and business 
models in accordance with universally 
accepted standards. They are also imposing 
those standards on their borrowers like DBM. 
To ensure continued wholesale funding from 
international sources, DBM must be at the 
forefront of integrating responsible and 
sustainable banking practices into its 
operation. 

 

Lending Activities  
 
DBM’s mandate has been and still is to 
mobilize necessary resources and finance 
strategically important projects in the priority 
sectors. Government, as the sole 

shareholder, provides overall strategic 
direction to DBM through its board 
members. Operations are bound by key 
development objectives, policy documents, 
and the Government’s action plans. All loans 
and projects financed by the DBM must be in 
line with the Government’s interpretation of 
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the priority sectors at the time of loan 
origination and approval. 
 
Because definitions across policies and 
sectors remain broad, most projects can be 
classified as a priority. Lack of a clear 
definition of priority sectors and evaluation 
criteria makes it difficult to rank the list of 
projects financed by DBM.  
 
DBM develops an annual business plan 
outlining financial and non-financial targets 
and goals. However, the process often 
happens in a silo, without external 
stakeholders’ input, with the exception of the 
Ministry of Finance. Line ministries’ review of 
business plans occurs only through the 
board members who are representing 
various ministries.  
 
The Government and its ministries 
implement various thematic programs to 
support specific sectors throughout the 
fiscal year. Over the years, DBM has financed 
numerous programs specifically designed to 
support mining, cashmere, and agriculture 
sectors. Since DBM does not have direct 
responsibility for these programs, the 

approved business plans often deviate 
throughout the fiscal year, creating 
inefficiencies.  
 
Line ministries and state-owned entities also 
rely on DBM for additional funding to meet 
their national development objectives. Due 
to the lack of policy coordination and 
institutional engagement between the 
Government agencies, they often have to 
compete with each other for DBM’s limited 
funding. This creates public outrage and 
negative publicity against DBM’s operations 
and personnel.  
 
Since 2017, DBM’s loan portfolio has 
focused on the construction and 
manufacturing sectors. Manufacturing 
sector loans focus on local cement factories 
that are developing various types of goods 
and products. As indicated in the DBM’s draft 
strategic plan, DBM intends to expand its 
construction sector loans, particularly in the 
affordable housing space. Although DBM 
extended loans to the energy sector 
throughout the years, none of the underlying 
projects are renewable energy projects.  

 
 
 
 
TABLE 4. LOAN PORTFOLIO BY ECONOMIC CLASSIFICATIONS (MNT BILLION) 
 

ECONOMIC CLASSIFICATION 2017 2018 2019 2020 

Construction               649.6                657.0                706.6                798.9  

Electricity, gas, steam, air cond.                 77.4                138.3                256.6                331.4  

Mining                377.5                219.9                295.4                357.3  

Financial services and insurance                660.8                539.4                352.8                330.9  

Manufacturing               828.6             1,168.4             1,330.6             1,489.9  

Healthcare                 17.7                  33.1                  41.2                  47.4  

Transportation and logistics                  25.0                  22.1                  36.3                  49.0  

Water supply, sewage, and waste                     -                      5.7                    6.3                    7.5  

Agriculture, forestry, and fishing                   1.2                    5.4                    6.3                    7.2  

Total             2,637.7             2,789.3             3,032.1             3,419.4  

                       Source: Development Bank of Mongolia 

 

Subsidiaries  
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DBM Asset Management SC LLC 
 
In September 2017, DBM established DBM 
Asset Management SC LLC (DBM AMC) in an 
effort to diversify its operations beyond 
lending to investment-related activities. The 
strict requirements and rigid terms of the 
local commercial banks were limiting the 
progress of large-scale projects and 
programs. DBM AMC will support projects 
and programs in the early stages of 
development by attracting foreign and local 
investors through equity and convertible 
bonds.  
 
In accordance with the Board resolution in 
2017, DBM AMC’s investment portfolio 
targets projects in infrastructure and mining, 
green development, and agricultural sectors. 
Consequently, the National Strategic 
Investment Fund (NSIF) and the Green 
Development Fund (GDF) were established 
with specific purposes in 2018.  
 
The NSIF’s activities tied to the Mongolian 
Sustainable Development Concept and the 
medium-term development policy by 
investing in strategically important, socio-
economically effective projects. In 2019, 
DBM made an initial investment of MNT30 
billion under the asset management 
agreement between DBM and DBM AMC. 
The NSIF made its first investment of MNT 
15 billion in Darkhan Leather Complex 
Project through convertible bonds in 2020. 
The NSIF also purchased USD 3 million 

convertible bonds of Steppe Gold LLC in 
January 2020.  
 
The intent of the GDF was to reduce 
environmental pollution and support the 
green economy through a series of 
investments in climate adaptation and 
mitigation projects in the country in 
accordance with the Green Development 
Policy and Sustainable Development 
Concept 2030. Although the GDF was 
established in 2018, no investment had been 
made.  
 
Despite the lack of activity under the GDF 
framework, DBM and DBM AMC entered into 
a triparty agreement4 with the Asian 
Development Bank (ADB) to finance 
affordable housing and resilient urban 
projects in Ulaanbaatar in June 2019. 
“Ulaanbaatar Green Affordable Housing and 
Resilient Urban Renewal Sector Project” is a 
multi-year, USD 570.1 million project 
intended to finance the development of 
apartment complexes for 10,000 households 
in the ger areas—residential areas that are 
not connected to centralized heating system 
and running water—of Ulaanbaatar between 
2018 – 20265.  
 
However, the Government of Mongolia, 
through the Government Resolution # 155, 
decided to dissolve and liquidate DBM AMC, 
its funds, and all activities on 29 April 20206. 
The dissolution process is ongoing.  

 

DBM Leasing LLC 
 
In June 2017, DBM also established DBM 
Leasing LLC to provide the necessary 
equipment and machinery needed in the 
mining, agriculture, energy, and construction 
sectors in Mongolia. As a separate financial 

 
4 https://www.adb.org/sites/default/files/project-
documents/49169/49169-002-pra-en_0.pdf  

institution, DBM Leasing raised capital from 
the international markets to provide 
financing solutions for local companies in 
need of equipment for their operation. 
However, pursuant to Government 

5 https://www.adb.org/sites/default/files/project-
documents/49169/49169-002-rrp-en.pdf  
6 http://www.dbmamc.mn/  

https://www.adb.org/sites/default/files/project-documents/49169/49169-002-pra-en_0.pdf
https://www.adb.org/sites/default/files/project-documents/49169/49169-002-pra-en_0.pdf
https://www.adb.org/sites/default/files/project-documents/49169/49169-002-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/49169/49169-002-rrp-en.pdf
http://www.dbmamc.mn/


                                                                                          RECOMMENDATIONS FOR ENHANCING THE DEVELOPMENT BANK OF MONGOLIA’S                        
                                                                                                                                          CAPACITY FOR FINANCING NATIONAL SUSTAINABLE DEVELOPMENT                       

20 

 

Resolution #155, DBM Leasing LLC has been 
dissolved. The process of dissolving DBM 
Leasing is also ongoing.  
 

National Export Insurance LLC  
 
In 2015, DBM established National Export 
Insurance LLC under Government Resolution 
# 93 to promote export financing activities 
by extending insurance products to 
domestic exporters. National Export 
Insurance LLC was established as part of the 
World Bank exports promotion program. 
However, the responsibility of implementing 
the World Bank program was subsequently 
transferred to the Ministry of Finance. 
Accordingly, on February 9, 2017, DBM Board 
issued Resolution # 5 to liquidate National 
Export Insurance LLC and its operation.   
 

With the dissolution of all subsidiaries, the 
DBM currently operates as a single entity 
without any subsidiaries or associate 
companies.  Since its establishment in 2011, 
DBM has become one of the largest financial 
institutions, financing various projects in the 
country. During this time, DBM also went 
through several strategy overhauls that were 
intended to improve the overall governance, 
risk management, and business model. 
Although DBM plays an integral role in 
Mongolia’s sustainable development effort, 
governance practice and operational 
autonomy remain key issues.

  
 
 
 

II. SUSTAINABLE FINANCE: EMERGING TRENDS AND 
DEVELOPMENTS 

 
Sustainable Finance plays a key role in 
mobilizing the necessary capital to deliver on 
the international commitments on climate 
and sustainability goals. It helps ensure that 
investments support a resilient economy and 
a sustainable recovery from the impacts of 
the COVID-19 pandemic. 
 
Sustainable finance is viewed as capital 
flows (as reflected in lending and 
investment), risk management activities 
(such as insurance and risk assessment), 
and financial processes (including 
disclosure, valuations, and oversight) that 

assimilate environmental and social factors 
as a means of promoting sustainable 
economic growth and the long-term stability 
of the financial system. It fosters better-
informed decisions, contributes to the 
Sustainable Development Goals, supports 
the Paris Climate Agreement and benefits 
society. On the corporate side, sustainable 
finance enhances the sustainability profile of 
a corporation, diversifies the funding mix, 
contributes to investor diversification and 
shows strategic importance and leadership 
on sustainability.  
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FIGURE 3: SUSTAINABLE BONDS 

 
Source: www.environmental-finance.com 
 

Sustainable finance is evolving rapidly across the world – even despite the COVID-19 pandemic 
(see figures 3&4). Increased volumes and diversity of green/sustainable financial instruments on 
the market (bonds, loans, etc.) show the appetite of companies and investors for these products. 
Still, a much greater expansion is needed to reach climate and environmental targets.   

 
    
FIGURE 4: SUSTAINABLE LOANS BY REGION   

 
           Source: www.environmental-finance.com 

Sustainable Finance Commitments in Mongolia 
 
Over the past five years, Mongolia has 
undertaken a voluntary process to integrate 
sustainability considerations into finance. 
According to the 2019 Sustainable Banking 
Network Global Progress Report, Mongolia is 
one of 10 countries that reached an 
‘advancing’ stage in the implementation of 
sustainable finance. Mongolia received 

strong assessment results for 1) the 
Mongolian environmental and social risk 
management framework based on the 
Mongolian Sustainable Finance Principles 
and 2) its National Sustainable Finance 
Roadmap and 3) the Mongolian Green 
Taxonomy.  
 

http://www.environmental-finance.com/
http://www.environmental-finance.com/
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Further implementation of sustainable and 
green finance standards will help Mongolia 
accelerate the achievement of its ambitious 
commitments around the Paris Agreement 
and the SDGs and ensure a stable and sound 
financial system in the face of 
environmental, social, and climate-related 
risks. The investment required to shift 
Mongolia’s current resource-intensive 
economy to a green one ranges between 
US$690 million to US$1.037 billion annually.  

The Government of Mongolia recognizes the 
country’s sustainability challenges and has 
approved a series of programs and policies8 
to encourage green and sustainable 
development in the country. These programs 
and policies set out several key sustainable 
finance reforms which envision the creation 
of a resilient financial system that meets 
international financial and sustainability 
standards. 

 

Sustainability Commitments in the 
Financial Sector  
 
The financial sector must engage in 
sustainability efforts. Clients ask for it, 

legislation requires it. Moreover, society calls 
upon the financial sector contribute to a 
sustainable future. Banks, insurance 
companies, private equity and other market 
players are vital actors in the overall 
transformation to a sustainable economy.  

 
 
 
                 FIGURE 5: INTEGRATING ESG INTO CORE PROCESS 

 
                  Source: PwC - Become a Frontrunner in Sustainable Finance 
 

 
7 National Sustainable Finance Roadmap 
8 See Annex I and II for an overview of the main national and 
international sustainability standards and commitments. 

 



Financial institutions are increasingly aware 
of their role in the transition to a climate-
neutral, green, circular, inclusive and 
competitive economy. There is also a 
growing awareness that sustainability can 
be commercially profitable. A broad range of 

new regulatory measures make 
sustainability a strategic priority and further 
incent financial institutions to implement 
both sustainability risk management and 
sustainable finance. 

 
 
 
  
 
 
 
 
 

 
 
 
 
 
 
 
Sustainability Risk Management 
 
Various international standards around the 
implementation of sustainable finance help 
ensure that potential negative environmental 
and social risks are mitigated.  
 
Annex II gives an overview of sustainability 
risk management standards and best 

practices that have been identified as most 
relevant to DBM’s main activities, exposure 
and strategy going forward. It also provides 
a more comprehensive overview of other 
international and national sustainability 
standards and initiatives that are less 
relevant to DBM. 

    
 
Sustainable Finance Instruments 
 
Various sustainable finance instruments 
exist to support, incentivize and encourage 
companies in their sustainability ambitions. 
These instruments help drive capital towards 
companies or activities that support the 
sustainability strategy and performance. 
While sustainability risk management 
focuses on reducing and managing negative 
outcomes, sustainable finance focuses on 
optimizing environmental and social 
impacts.  
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Sustainable finance instruments have various approaches: 
 

1) Asset based: loans are fully or partially dedicated to sustainable activities, 
assets, and projects as defined in green taxonomies (such as the EU and/or 
Mongolian Green Taxonomy) either through direct project finance or a 
description of the ‘use of proceeds’. Green bonds and green loans are examples 
of asset based sustainable finance.  

 
2) Issuer/Borrower based: loans fully or partially used by companies (clients) to 

make significant, measurable sustainable or social impact. Social and 
sustainability linked loans are examples of performance based sustainable 
finance.   

 
Annex II provides an overview of 
sustainable finance standards and 
taxonomies governing the above (and other) 
sustainable finance instruments such as the 

APLMA Green and Sustainability Linked 
Loan Principles and the International Capital 
Market Association (ICMA) Principles.  

 

Sustainability Commitments by Development Finance Institutions 
 
Many DFIs have sustainability commitments in place. The following overview reflects the 
sustainability commitments and approaches of 1) some of the main development institutions 
active in Asia 2) DFIs that are considered as frontrunners and/or peers.  
 
 
 
 
Asian Development Bank (ADB) 
 

ADB has a Safeguard Policy Statement in place which includes requirements 
related to 1) environment 2) involuntary resettlement and 3) indigenous people. 
ADB will not finance projects that 1) do not comply with its Safeguard Policy 
Statement; 2) do not comply with the host country’s social and environmental laws 
and regulations, including laws implementing host country obligations under 
international law; and 3) include activities on the prohibited ADB investments list.  

 
Asian Infrastructure Investment Bank (AIIB) 
 

Environmental and social sustainability is a fundamental aspect of the AIIB's 
support for infrastructure development and enhanced interconnectivity in Asia. 
AIIB applies an Environmental and Social Framework (ESF) which is a system that 
supports AIIB and its clients in achieving environmentally and socially sustainable 
development outcomes. It does so by integrating international practices on 
environmental and social planning and management of risks and impacts into 
decision-making on, and preparation and implementation of, AIIB supported 
Projects. The ESF includes requirements related to 1) environmental and social 
assessment and management 2) involuntary resettlement and 3) indigenous 
peoples and 4) environmental and social exclusion list.  
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European Development Finance Institutions (EDFI) 
 

EDFI, founded in 1992, is an association of 15 bilateral European Development 
Finance Institutions. Its members are institutions, established in a Member State 
of the European Union or in a Member State of the European Free Trade 
Association (E.F.T.A), which are effectively exercising or planning to undertake 
activities within the field of development finance for the private sector in countries 
outside the European Union. EDFI member institutions have endorsed a set of 
commitments for EDFI’s approach to responsible financing of sustainable 
development, encompassing responsible financing, impact management and 
transparency. The commitments are set out in the “EDFI Principles for Responsible 
Financing of Sustainable Development.” 

 
The members have agreed on a list of joint ambitions on climate and energy 
related finance including key commitments to mobilize private investments 
aligned with the Paris Agreement.  

 
Nederlandse Financieringsmaatschappij voor Ontwikkelingslanden (FMO) 
 

The Dutch entrepreneurial development bank FMO invests in over 85 countries. 
FMO helps businesses to operate and grow transparently in an environmentally 
and socially responsible manner.  FMO has comprehensive sustainability policies 
in place and requires, that all clients comply with applicable environmental, social 
and human rights laws in their home and host countries. In addition, FMO upholds 
(inter)national ESG standards. With respect to the management of environmental 
and social impact, the primary standards that guide FMO’s relationship with clients 
are the IFC Environmental and Social Performance Standards and the associated 
World Bank Group Environmental Health and Safety Guidelines. They cover the 
larger part of the ESG requirements in the OECD Guidelines on Multinational 
Enterprises, which also reference the UN Guiding Principles on Business and 
Human Rights. Subject to its applicability criteria, FMO also applies the Equator 
Principles which are based on the IFC Performance Standards. FMO is an EDFI 
member and adheres to EDFI’s Principles for Responsible Financing of Sustainable 
Development. FMO is further a signatory of the Principles for Responsible Banking 
and accredited under the GCF.   

 
Korea Development Bank (KDB) 
 

KDB is a member of the Equator Principles and adheres to the IFC Performance 
Standards. KDB has established operational policies and guidelines which set out 
the Bank’s objectives, standards and procedures for managing the environmental 
and social risks for project-related transactions in line with the EPs. KDB is 
accredited under the GCF.  

 
Commercial Banks in Mongolia 
 

Besides DFIs, commercial banks are moving forward with the implementation of 
environmental and social factors in their activities. Commercial banks in Mongolia 
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mitigate and manage environmental and social risks through the adoption of the 
Mongolian Sustainable Finance Principles (MSFP), a collective framework based 
on international standards and local needs.  

 
All commercial banks in Mongolia joined the Mongolian Sustainable Finance 
Association and committed to the MSFP, which increased the leverage and 
potential impact of this framework. As stated by the Sustainable Banking Network, 
the Mongolian financial sector is in the implementation stage of the MSFP. 
Currently only five commercial banks report on sustainability: Trade and 
Development Bank, Golomt Bank, Khan Bank, Xacbank and Arig Bank.  

 
Implementing the SDGs requires the financial sector to provide vast amount of 
capital. By developing and implementing a sustainable finance framework; DBM 
will be able to join various DFIs and commercial banks in playing an active role in 
the transition to a sustainable society.     
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III. SUSTAINABLE FINANCE EFFORTS AT DBM 
 
 
DBM provides financing to major policy-
oriented projects across Government priority 
sectors including infrastructure, roads and 
transportation, engineering infrastructure, 
energy, manufacturing, processing, mining, 
and housing industries. These sectors are all 
high risk from a sustainability perspective 
because of the potential negative impacts on 
the environment and society. A 
comprehensive approach towards 
sustainable finance – managing and 
mitigating environmental and social risks 
and driving positive impact with sustainable 
finance – is fully in line with 1) Mongolia’s 
national sustainability commitments and 2) 
the responsibilities of a development finance 
institution. 
 
An increasing number of new foreign 
investors and lending partners to DBM are 
requesting sustainability commitments to be 
eligible for funding. These include 1) 
adherence to the IFC Performance 
Standards and/or 2) an Environmental and 
Social Management System (a set of 
policies, procedures, tools and internal 
capacity to identify and manage a financial 
institution's exposure to the environmental 
and social risks). In addition to corporate 
responsibility, attracting investment is 
dependent on developing a sustainable 
finance strategy and framework. 
 
In addition, the financial regulators (Central 
Bank of Mongolia and the Financial 
Regulatory Commission) in Mongolia are 

likely to introduce ESG and green finance 
requirements (e.g. via regulatory 
enforcement to the implementation of the 
market-led Sustainable Finance Principles) 
to commercial, state-owned and policy FIs 
(e.g. DBM, State bank) mandating all FIs to 
have E&S management systems in place and 
to assess their E&S risk exposure in lending 
and investment decision-making. The 
promotion of state-owned and policy FIs as 
sustainability champions could furthermore 
be a way to send positive policy signals to 
the market.  
 
Mongolia’s sustainable development and 
climate targets represent a significant 
opportunity area for DBM investments. The 
total investment needed to finance the 
Mongolian National Green Development 
Policy (NGDP) is estimated at US$6.96 
billion. The Nationally Determined 
Contribution (NDC) targets are based on the 
NGDP objectives. Estimates of adaptation 
measures as part of the NDC show that 
Mongolia will need around US$2.7 billion. 
The implementation of the mitigation 
measures is estimated at another US$3.5 
billion until 2030.   
 
With a sound sustainability framework in 
place, DBM can enhance its sustainability 
profile, diversify its funding mix (e.g. access 
to Green Climate Fund) and expand its 
foreign investor base showing commitment 
to and leadership on sustainability.   

 

 

DBM Strategy  
 
In its 2021 draft strategy and business plan, 
DBM outlines its strategic position around 
national sustainable development. It clearly 
defines the role it will play in addressing the 
country's socio-economic challenges and 

achieving sustainable development through 
the improvement of living standards and the 
implementation of environmentally friendly 
projects and programs. 
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The 2021 draft strategy refers to compliance 
with the SDGs, Mongolia’s long-term 
development policy “Vision 2050” and green 
financing principles. DBM states that it 

pursues the SDGs as a financial institution 
and that alignment with the SDGs is of great 
importance to achieve the national 
sustainable development agenda.  

 

DBM’s draft strategy focuses on the following SDGs:  

 
 

▪ SDG 3: Good Health and Well-Being: by improving standard and quality of 
living via affordable housing projects and programs in the environment 

▪ SDG 6: Clean Water and Sanitation: by improving access to water and 
sanitation via affordable housing projects 

▪ SDG 7: Affordable and Clean Energy: by providing affordable, reliable, 
sustainable and modern energy 

▪ SDG 8: Decent Work and Economic Growth: by supporting domestic 
production and agricultural projects and programs increasing 
employment and exports promoting decent work  

▪ SDG 9: Industry, Innovation and Infrastructure: by supporting and 
implementing infrastructure and energy sector projects and programs, 
reducing import dependence and ensuring reliable domestic consumption  

▪ SDG 11: Sustainable Cities and Communities: by providing affordable 
housing and participatory, safe and risk-adverse urban and residential 
settlements. 

 
DBM has not yet communicated an approved 
strategy and/or business plan on 
sustainability and environmental and social 
performance indicators and/or Board 

commitment on sustainability. This remains 
an opportunity area as DBM’s strategy 
evolves.  

 

DBM Credit Policy   
 
DBM’s lending activities consist of direct 
lending, on-lending, loan guarantees, and 
trade finance activities in accordance with 
the law. However, direct lending and on-
lending through local commercial banks 
have been the two most common practices. 
DBM has more limited practicein export and 
import financing and loan guarantee 
issuances.  DBM’s lending operations are 
guided by the Credit Policy, Loan Operation 
Procedure, Collateral Valuation Procedure, 
and other relevant documents. The Credit 

Policy is an overarching policy and strategy 
document outlining general principles 
towards lending operations, priority projects 
and sectors to be financed by DBM, and 
lending criteria to be used during the loan 
origination process. The Board of Directors 
approves and amends the Credit Policy.  

The Credit Policy has been revised three 
times since 2011. The original version 
prioritized specific sectors that DBM had to 
finance. These sectors included energy, 
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transmission lines, production of 
environmentally friendly advanced 
techniques, processing of mineral resources, 
infrastructure, engineering facilities, auto 
roads, and railways.     

The second version of the Credit Policy was 
approved in April 2017 in connection with the 
revised DBM law. Mining, agriculture, energy, 
and infrastructure sectors were approved as 
priority sectors under this version. This 
version also stated for the first time that the 
projects and programs to be financed by 
DBM shall comply with the principles of 
“sustainable finance”, be environmentally 
friendly and respect the concept of human 
rights and social protection. In October 2017, 
the policy was amended to include 
construction and redevelopment, health, 
information technology, and innovation and 
education as priority sectors. The third and 
the current version of the Credit Policy was 
approved in June 2019, stipulating two 
specific provisions. The minimum loan 
amount financed by DBM was increased to 

MNT 20 billion to prioritize large projects and 
programs. Secondly, DBM commitments 
toward any co-financing activities are limited 
to 85% of the total project cost. A provision 
related to refinancing criteria is also included 
in this version.  

The priority sectors are more broadly defined 
in the latest version of the Credit Policy. . 
Instead of specifying sectors, this version 
states that DBM will finance sectors included 
in the long-term development objectives and 
policy documents approved by the 
Parliament and the Cabinet.  

While previous versions merely mentioned 
that DBM will comply with the sustainable 
financing principles, the latest version 
specifically states the environmental 
assessment report is part of the credit 
origination process. Furthermore, the list of 
prohibited business activities is expanded 
and specified more clearly. In line with DBM 
Law, the credit policy includes the following 
sustainability-related criteria: 

 
▪ An environmental assessment report is part of each credit origination process. 

The Ministry of Environment and Tourism requires the client to have a 
management plan to resolve any environmental risks/ issues determined by 
the assessment. DBM Credit Department will review the environmental 
assessment and management plans. The environmental assessment is 
conducted as per Environmental Assessment Law by agencies that are 
accredited by the Mongolian Government. The environmental assessment 
(incl. management plan) is approved by the relevant government agencies. 
 

▪ DBM financing should not be related to the list of prohibited business 
activities, including manufacturing, transporting, and storing of firearms, 
alcohol, tobacco, drugs, and hazardous chemical products among others. 
DBM’s internal LOS System has a section prospective borrowers must fill out 
if they conduct any of the prohibited activities. A loan officer confirms receipt 
of documentation.  
  

There are no specific sustainability 
procedures and policies in relation to 
sustainable financing practices in place 
and/or reference to the MSFP. Sustainability 
requirements and/or sustainability 
incentives are currently not part of the 

lending activities and processes, and 
sustainability performance of clients is not 
monitored (e.g. monitoring of 
implementation of management plans as 
included in the environmental impact 
assessments).  
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DBM Loan Origination Process 
 
The Loan Procedure has been revised three 
times, and the process map is developed by 
the Credit Operation Department and 
approved by the CEO. The current lending 
process is as follows.  The loan application 
is received electronically from the customer, 
with an initial assessment of whether the 
borrower and the project meet the 
requirements of DBM’s policies and 
procedures, and the application is formally 
accepted. If the requirements are not met, 
the loan application will be returned. 

The loan application will be evaluated at the 
next stage and presented to the CEO for 
approval. If approved, a research permit is 
issued and the applicant must submit 
required documentation within 30 days. The 
research can then be started and completed 
within 60 days. Loans can be rejected for a 
variety of reasons during the application 
process and research. Collateral valuations 
are performed during the research by 
relevant risk specialists. 

Upon completion of the due diligence 
process and obtaining the risk and legal 
opinions from the relevant departments, the 
loan proposal is reviewed by the Credit 
Management Committee. If the Credit 

Management Committee approves the loan 
proposal, it is again presented to the CEO or 
the Board of Directors for a final decision. 
Although DBM's charter allows the CEO to 
make the final decision on transactions 
worth less than 0.06% of its capital, all loan 
proposals in the amount of MNT 20.0 billion 
or more must be approved by the board. 
Once approved, the contract is signed, and 
the loan is disbursed, the entire process from 
receipt to repayment of the loan application 
is the responsibility of the Credit Research 
Division of the Credit Department. Non-
performing loans are transferred to the unit 
in charge of special assets and the court or 
non-court procedures are followed. 

Laws, policies, and procedures require that 
an environmental assessment be carried out 
on a project, and the assessment is used to 
determine whether the project meets the 
requirements. Currently no monitoring is 
conducted after the loan is disbursed. The 
social and economic impact of funded 
projects and programs is generally 
measured by the number of jobs created, the 
amount of taxes paid to the state, and the 
quantity of products exported by the 
underlying projects. Significant 
improvement in monitoring and measuring 
these impacts is required moving forward.     

 

 

DBM Measuring and Reporting Standards  
 
DBM does not yet have any monitoring and 
reporting standards related to sustainability 
in place. It does not include sustainability in 

its annual report or issue a sustainability 
report on its corporate website.  

 

 

Capacity and Stakeholder Engagement 
 
The Financial Management department has 
included SDGs/Green financing in the draft 
2021 strategy and business plans. However, 
there is no sustainability unit or resources 
dedicated to sustainability within DBM 

and/or a sustainability budget. DBM’s 
employees are not well-trained on 
environmental and social risks and/or 
sustainable finance.  
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DBM is currently not a member of the 
Mongolian Sustainable Finance Association 
(MSFA) and has not implemented the MSFA 
principles/tools. DBM is currently not a 
member of any other national/international 

sustainability initiatives and stakeholder 
engagement on sustainability is limited to 
dialogues with its sole shareholder—
Government.  

 

Policy Coordination  
 
Implementing responsible and sustainable 
financing practices in Mongolia requires a 
collaborative approach with various 
stakeholders playing complementary roles 
to support each other. Although DBM 
recognizes this fact, there has not been 
sufficient continued engagement with key 
parties on sustainable financing initiatives. 
DBM maintains a solid working relationship 
with regulators, government entities, and line 
ministries. However, when it comes to 
integrating sustainable finance into their 
operation, DBM often lacks expertise and 
commitment to coordinate with non-
government and international organizations.  
 
In an effort to promote sustainable finance 
practices in the Mongolian financial sector, 
the Mongolian Bankers Association 
established the Mongolian Sustainable 
Finance Association (MSFA). The MSFA 
plays an integral role in promoting 
sustainable finance practices by creating 
awareness among financial institutions, 
formulating relevant policies, and localizing 
international best practices. Although all 14 
commercial banks in Mongolia are members 
of the MSFA, DBM is yet to register as a 
member.  
 
As MSFA is mandated to promote green 
growth and sustainability through collective 
approaches, it can serve as a useful resource 
for DBM to further enhance its sustainability 
efforts. Since its establishment in 2017, 
MSFA has made good progress to localize 
many of the international best practices in 
the Mongolian banking sector. By becoming 
a member of the MSFA, DBM will have 
access to numerous principles, guidelines, 

and sector specific policies on sustainable 
finance developed by MSFA and adopted by 
various local institutions.  
 
Furthermore, MSFA frequently provides an 
opportunity to its members to participate in 
workshops and policy dialogues to further 
accelerate the financial sector sustainability 
efforts. Through these platforms, DBM could 
learn about the collective approaches that 
are currently being undertaken by local 
institutions and learn from other members. 
Due to the policy nature and development 
objectives, DBM could become an influential 
member of the MSFA going forward.  
 
DBM’s coordination with other policy-setting 
institutions like the Cabinet Secretariat 
Office and the National Development Agency 
could be improved. NDA is a government 
regulatory agency intended to promote 
economic stability through integrated social-
economic and investment policy. With a 
shared policy mandate, DBM and NDA 
should operate in close collaboration, 
however there is currently little evidence of 
policy coordination to finance priority 
sectors.   
 
In addition to these stakeholders, there are 
many other institutions that could support 
DBM in integrating sustainable finance into 
operations and shaping efforts to finance 
priority sectors. Understanding these 
organizations’ interests and influences on 
shared initiatives and goals is vital. DBM will 
benefit from identifying and managing a 
broad spectrum of stakeholders as 
illustrated in the figure below.  



                        
FIGURE 6: DBM STAKEHOLDER MAP 
 

 
                     Source: Authors 

  
DBM has an opportunity to enhance its 
resilience, management of sustainability 
risk, and implementation of a sustainable 
finance framework. To demonstrate its 
sustainability commitments reflected in the 
draft strategy and business plans, DBM has 
to formalize these into a sustainability risk 
management and sustainable finance 

framework supported by the Board of 
Directors and senior management. To 
achieve this, capacity building is required. 
Engagement in partnerships through active 
membership in initiatives such as MSFA can 
help DBM formalize and implement 
sustainability efforts (including capacity 
building) and supports SDG 17. 
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IV. ENHANCING SUSTAINABLE FINANCE WITHIN DBM 
 

Sustainability Commitment and Strategy 
 
DBM plays an important and unique role due 
to its size and position in the Mongolian 
financial landscape. As such, DBM has the 
responsibility and the opportunity to create 
positive impact through sustainable finance 
while reducing negative impacts by applying 
sustainability criteria in its lending activities.  
 
Becoming a sustainable financial institution 
is not always straightforward or easy. It will 
require the full commitment from the Board, 
Management and other key stakeholders 
who have direct influence over DBM. Without 
full support from diverse stakeholders, DBM 
risks encountering difficulties through its 
transition to becoming a more sustainable 
bank.  
 
Therefore, the Board and senior 
management play critical roles in 

incorporating sustainability considerations 
into DBM’s risk appetite, strategies and 
business plans. They should maintain 
effective oversight of the bank’s 
sustainability risk and sustainable finance 
management and disclosure, including the 
policies and processes to assess, monitor 
and report. 
 
As the only policy-oriented financial 
institution in the country, it is important for 
DBM to establish Board and management 
commitment to and oversight of DBM’s 
sustainability efforts. Developing a 
sustainability strategy based on DBM’s 
vision, mission, and values, and identifying 
and prioritizing material sustainability issues 
is key to becoming a sustainable financial 
institution.  
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FIGURE 7: SUGGESTED DBM SUSTAINABILITY MISSION  
 

 
                                          Source: Authors 
 
Developing a strategic approach to the SDGs, 
conducting an assessment on the current, 
potential, positive and negative impacts that 
DBM’s activities have on the SDGs 
throughout the value chain (via high-level 
mapping of the value chain) are followed by 
defining DBM’s priorities across the SDGs. 
The mapping process9 includes engaging 
with external stakeholders to identify views 
and concerns which relate to DBM’s current 
or potential impact across the SDGs.  
 
Upon completion of the mapping, setting 
specific, measurable and time-bound SDG 
targets based on the outcomes of the impact 
assessment and prioritization is also crucial. 
Finally, integrating sustainability internally 
via embedding sustainability goals into 
performance reviews and remuneration 

schemes across the organization is 
recommended. This means including the 
SDG targets into DBM’s strategy documents 
(such as the 2021-2024 strategy document 
and business plan).  
 
As more and more countries and 
international organizations are stepping 
towards more sustainable way of doing 
business, key principles and practices are 
also evolving constantly. As DBM becomes a 
sustainable bank, there must be continuous 
efforts within the organization to relentlessly 
improve itself in today’s ever-changing 
environment. This approach of perpetual 
improvement has been adopted not only by 
international financial institutions but also by 
local commercial banks.  

 

Sustainable Finance Risk Management  
 
DBM should develop a risk management and 
sustainable finance framework to manage 
ESG risk and sustainable finance 
opportunities in a systematic and consistent 
manner. Under this framework, DBM should 

 
9 See www.sdgcompass.org for tools for mapping high impact areas 
across the value chain. 

put in place robust policies and processes. A 
sustainability risk management framework 
will ensure that sustainability risks are 
adequately identified, analyzed, mitigated, 
managed, monitored and reported (the 

http://www.sdgcompass.org/
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process flows related to sustainability risk 
management are included in Annex VI and 
VII). Under the sustainability risk 
management framework, DBM should put in 

place an overarching sustainability policy, 
exclusion list that focuses on client 
acceptance and lending activities.  

 
FIGURE 8: DBM SUSTAINABILITY FRAMEWORK 

 

 
                                                           Source: Authors 

 

Sustainability Policy  
 
This policy will serve as the guiding 
document for DBM to integrate and 
implement international standards, good 
practices, and key principles on sustainable 
and responsible financing into its operation. 
Once the overall sustainability policy is 
developed, the relevant policies and 
procedures should reflect the key 
propositions included in the sustainability 
policy. 
 
The overarching suitability policies at 
different financial institutions vary in terms 
of purpose, content, and scope depending on 
the underlying entities' sustainability 

strategy, operating environment, and the 
level of commitments from the Board and 
Management. Therefore, it is crucial for DBM 
to identify and determine the level of 
commitment from the Board and 
Management before formulating its 
sustainability policy.  
 
Furthermore, the overall operating 
environment and market sophistication 
should be an important consideration when 
developing the sustainability policy. 
Although sustainable finance is a relatively 
new concept in Mongolia, the country is 
considered to be an advancing nation in the 
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field. This is largely due to support from local 
NGOs, international institutions, and the 
Government. The Mongolian Sustainable 

Finance Association has been a strong 
advocate for integrating sustainable 
financing into the Mongolian banking sector. 

 
FIGURE 9: SUSTAINABILITY POLICY OUTLINE 

 
                Source: Authors 
 
Given DBM’s heavy reliance on international 
wholesale funding, external stakeholders’ 
emphasis on sustainable and responsible 
finance should be another key consideration 
during the policy formulation steps. Because 
of DBM’s mandate and objectives, it is likely 
that external stakeholders expect DBM to be 

the leader in sustainable financing efforts in 
Mongolia. As such, both operating 
environment and external stakeholder 
considerations should play a key role in the 
sustainability commitment and target 
setting.   

 
It is recommended that DBM align its policy with the following standards and principles: 
 

Environmental and Social Risk Management: 
 

▪ IFC Performance Standards, the Equator Principles 

▪ UN Guiding Principles on Business and Human Rights & OECD Guidelines 

▪ International Labor Organization Core Conventions 

▪ Mongolia Sustainable Finance Principles  
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Sustainable Finance 
 

▪ Green Investment Principles for the Belt and Road 

▪ LSTA/LMA/APLMA Principles for sustainable finance 

▪ Mongolian Green Taxonomy (currently being revised as Mongolian Sustainable 

Taxonomy) 

These international standards are 
mainstream and both DFIs and commercial 
banks have integrated these standards into 
their sustainability policies. Many of these 
standards are aligned with national 
regulations and it is also noted that some of 
the standards are overlapping and 
complementary such as the IFC 
Performance Standards and the Equator 
Principles & the UNGP and the OECD 
Guidelines for Multinational Enterprises.  

 
Furthermore, an integration of sustainability 
risk in existing credit risk frameworks and 
monitoring and evaluation systems is a 
must. DBM can achieve this by adding a 
sustainability paragraph in the credit 
proposals and existing credit risk policy. 
Additionally, DBM needs to develop a tool 
that reflects sustainability policy and 
exclusion list10 to classify sustainability 
risks.  

 

Sustainable Finance Instruments – relevant to DBM 

 
Taking into account that DBM’s activities mainly focus on lending, DBM has the opportunity to 
enhance sustainability, especially with the following sustainable finance (lending) instruments: 
 
Green loans:  Green Loans are any type of loan instrument made available exclusively to finance 

or re-finance, in whole or in part, new and/or existing eligible Green Projects as 
defined by the APLMA/ICMA Principles. Green Projects include renewable energy, 
clean transportation, energy efficiency, green buildings etc. Green loans aim to 
facilitate and support environmentally sustainable economic activity and must 
align with the following four core components: 1) use of proceeds 2) process for 
project evaluation and selection 3) management of proceeds and 4) reporting. 

 
Social loans:  Social Loans are any type of loan instrument made available exclusively to finance 

or re-finance, in whole or in part, new and/or existing eligible Social Projects as 
defined by the APLMA Principles. The (Non-Exhaustive) List of Eligible Social 
Projects include affordable basic infrastructure, affordable housing and 
employment generation. Social loans aim to facilitate and support economic 
activity which mitigates social issues and challenges, and/or achieves positive 
social outcomes, e.g. on the SDGs. Social loans must align with the following four 
core components: 1) use of proceeds 2) process for project evaluation and 
selection 3) management of proceeds and 4) reporting. 

 
Sustainability Linked Loans / Transition Finance:  

Sustainability Linked Loans (SLLs) are any type of loan instruments and/or 
contingent facilities (such as the bonding lines, guarantee lines or letters of credit) 
which incentivizes the borrower’s achievement of ambitious, predetermined 

 
10 See ANNEX VI.  
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sustainability performance objectives. SLLs incentivize sustainability performance 
of companies (clients) but the proceeds of these facilities are not directly tied to 
specific sustainable activities, assets or projects. The incentive for a borrower to 
achieve these goals may be a reduction in the credit margin, however alternative 
incentives can be considered/developed.  

 
Sustainability performance objectives can be set for: 
 

▪ Specific key performance indicators (KPI’s) (referred to direct approach) or 

▪ The client’s score on an external sustainability benchmark (such as Sustainalytics) 

(referred to as general approach) 

Loans with a sustainability feature should be 
registered as such in relevant credit systems, 
so that the associated loan amount and 
income generated can be calculated, 
monitored, and reported accordingly. 
 
The above-mentioned loans should comply 
with the ALPM Principles for sustainable 
finance. These requirements are in addition 
to DBM’s own sustainability requirements 
following its sustainability risk management 
framework and sustainability risk policies.  

 
DBM will be able to further enhance its 
sustainable finance capabilities and 
activities by the development of a 
sustainable and transition finance 
framework. Such a framework will facilitate 
the categorization, monitoring and reporting 
of financing of sustainable activities and to 
engage with customers to adapt in the face 
of climate change, income equality and other 
sustainability challenges.  

 

Capacity Building 
 
DBM should equip its staff, including through capacity building and training with adequate 
expertise to assess, manage and monitor sustainability risk and sustainable finance in a timely 
and efficient manner. This step could be achieved in the following steps:  
 

▪ Establishing a dedicated sustainability risk role within the Risk Department and 

appoint sustainability ambassadors in other departments 

▪ Establishing a cross-functional Sustainability Committee for strategic 

discussions dedicated to sustainability priorities 

▪ Establish a Sustainable Finance/Green Finance unit within the Credit Department 

which, for example, can apply for and obtain Green Climate Fund accreditation 

▪ Conducting capacity building exercises (webinars, workshops) at the Board, 

management and staff level on a regular basis (e.g. quarterly) 

▪ Engaging in partnerships: participate in policy dialogue, knowledge building and 

innovation via the Mongolian Sustainable Finance Association (MSFA), the 

Equator Principles and UNEP Finance Initiative (e.g. organize a Round Table on 

Sustainability together with MSFA, DBM Board and Management and relevant 

Ministries/government officials). Appoint 1 or 2 DBM focal points/champions 

for e.g. the MSFA and EP together with 1 dedicated support from senior 

management level.  
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▪ Conducting a stakeholder-mapping to identify material stakeholders and 

develop a stakeholder engagement plan / approach (stakeholder consultations 

and mapping tool) 

By applying sustainability standards and becoming an active member of relevant sustainability 
initiatives, DBM will improve its ability to attract international investors and increase chances to 
tap into concessional funding, such as by becoming an accredited institution of the Green Climate 
Fund.    
 
 

DBM Sustainability Committee  
 

To enhance strategic discussions on 
sustainability and enhance capacity building, 
it is recommended a cross-functional 
Sustainability Committee be established for 
strategic discussions.  

The Board and Management should 
mandate the Sustainability Committee to set 
DBM’s sustainability strategy and roadmap 
and to oversee sustainability matters.  Its 
oversight should include sustainability 
commitments, sustainability risks and 
opportunities, goals and targets, evaluation 
of emerging issues and monitoring of the 

progress and implementation of 
sustainability-related programs and 
initiatives.  

The Sustainability Committee should engage 
senior management from diverse external 
sectors and support functions across the 
bank to ensure that DBM’s sustainability 
principles are integrated across the 
organization. This approach ensures that 
emerging climate change and human rights 
issues – whether identified by the bank, 
investors, NGOs, regulators, and other 
stakeholders – are integrated into DBM’s 
decision-making and assessed and 
managed at the highest levels.  

The suggested composition of the DBM Sustainability Committee is as follows: 
 

▪ Chief Executive Officer and/or Chief Risk Officer  
▪ Business line: Head of Funding Department 
▪ Second line: Head of Credit Risk and/or Head of Risk Management 
▪ Strategy & Sustainability: Head of Financial Management Department 
▪ Secretariat: Financial Management Department 

 
The Sustainability Committee should meet on a bi-monthly basis and should report directly to the 
Board and Management. The Sustainability Committee does not provide approval but provides 
advice on sustainability matters. 
  

Proposed roadmap and way forward  
 
DBM has demonstrated both willingness and 
commitment to becoming a sustainable 
financial institution. As the national 
development bank, it recognizes the need to 
adopt key principles, international practices, 
and a risk management framework related to 

sustainable finance. Adopting sustainable 
banking practices will enable DBM to carry 
out key functions and meet ambitious goals, 
both domestically and internationally.  
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The process of becoming a responsible and 
sustainable financial institution is arduous 
and lengthy. According to the Mongolian 
Sustainable Finance Association, the entire 
process could take between two to four 
years depending on the intensity of efforts 
and level of management support. Even then, 
best practices, international standards, and 
norms are continuously changing. DBM must 
commit to constant iteration and growth to 
keep its policies and procedures in line with 
rapidly evolving international standards as it 
works to become a sustainable financial 
institution.  
 
Compared to Mongolia’s other financial 
institutions, DBM has the advantage of being 
a late entrant. Many of the policies, 
procedures, operational guidelines, and tools 
necessary for growth have already been 

developed. The Mongolian Sustainable 
Finance Association organizes various 
workshops, panel discussions, and 
consulting services for its members which 
DBM can take advantage of as it develops its 
internal policies and tools going forward. 
Based on the initial status assessment of 
DBM, it could develop   key documents and 
tools within the next 6-12 months. Over the 
next 12-24 months, DBM should focus on 
more specific policies such as sector 
guidelines, project finance policies, and 
cross sectoral policies.  
 
A detailed roadmap with implementation 
priorities is included in Annex V. See selected 
priorities and provisional roadmap with 
different implementation priorities is 
included below for consideration and 
refinement. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 



 DBM strategy review 
& sustainability 
policy development 

Guidance and 
regulations for 
Sustainable Finance 
Instruments 

Sustainability risk 
management  

Sector priorities and 
support 

Disclosure &  
Reporting 

Coordination and 
ecosystem 
strengthening 

  Task team/s setup for 
the 
development/refinement 
of: 

• Guidelines 

• Taxonomies and 

standards11 

Investor engagement & 
facilitation  

• Team set up to 

review portfolio 

risks; sector specific 

engagement and 

development of 

guidance in line with 

new national 

regulations;  

• Development of a 

risk management 

and sustainable 

finance framework 

to manage ESG risks 

• Review and finalize 

sustainability 

assessment tools 

and guidelines 

• Due diligence and 

monitoring over the 

lifecycle of the loans 

• Review and 

refinement of 

sector guidelines 

as needed. 12 

• Identification of 

barriers/constraints 

for borrowers in 

ensuring 

sustainability 

• Support to market 

creation and 

consideration of 

incentives for 

sectors in 

collaboration with 

sector ministries 

• Promote shift 

from safeguard 

to ESG  

• Assessment of  

bottlenecks for 

companies   

In disclosing 

on relevant 

sustainability 

parameters, 

and 

interventions 

required to 

strengthen 

disclosures 

• Capacity 

building on 

reporting 

obligations 

pursuant to 

green or 

sustainable 

issuances and 

sustainability 

report; and for 

disclosures by 

companies. 

 

• Engagement in 

Mongolia 

Sustainable 

Finance 

Association 

(MSFA)  

 

• Coordination 

with 

government 

agencies, 

regulators, 

private financial 

sector 

participants, 

and others 

supporting the 

sustainable 

finance 

transformation 

process. 

•  

 
11 Engagement with regulators, private financial sector participants, and others supporting the sustainable finance transformation process. 
12 See MFSA sector guidelines and sample Agri-Commodities Generic Sustainability Assessment Matrix and related questionnaires and tools in this document 

http://toc.mn/category/41


 
ANNEX I: National Sustainability Commitments  
 
 

Mongolian Sustainable Finance Principles: 
 
Mongolia’s transition towards a sustainable 
financial system is primarily driven by a 
private sector led initiative called the 
Mongolian Sustainable Finance Initiative 
(MSFI). As part of the MSFI, the Mongolian 
Sustainable Finance Principles (MSFP) were 
launched in 2014 as a result of a joint effort 
from the Mongolian Bankers Association 
(MBA) and its member banks, with the 
support of the Ministry of Environment and 
Tourism and the Central Bank of Mongolia, 
and with international support from IFC and 
FMO. The principles are designed to provide 
banks the guidance to establish 
Environmental and Social Management 
(ESMS), to help banks identify, mitigate, and 
manage E&S risks associated with their 
lending portfolio, promote the business case 
for green finance and manage banks’ own 
environmental footprint. It is a collective 
framework based on international standards 
and local needs. Collectively, the banks have 
introduced a requirement to conduct E&S 
due diligence on all types of business loans 
of USD 25,000 and above (while EP is USD 10 
mln and above), with additional industry 
specific requirements for mining, agriculture, 
construction and manufacturing sector 
projects.   
 
In the Mongolian Sustainable Finance 
Principles guidance document introduced by 
the MBA, “sustainable finance” is defined as 
follows: “Sustainable Finance takes into 
account the risks and impacts on the 
environment and communities when private  

 
and public entities make investment, lending 
or any other financing decisions. Where 
possible, they develop remedial measures to 
mitigate the risks and impacts identified. In 
cases where no remedial options are 
possible, such entities may refuse financing 
given the significant negative impact 
identified. Also, sustainable finance is about 
investing in initiatives that drive positive 
environmental, social and economic 
development.” The definition covers both the 
ESG risk management and business 
opportunity aspects of sustainable finance. 
Furthermore, it encourages banks to take 
actions to minimize their own environmental 
footprint such as through the energy 
efficiency of facilities, and reduced water 
and paper consumption. 
 
Since 2016, the initiative has been moving 
towards a more blended approach of 
voluntary and mandatory implementation. In 
2015, the Central Bank of Mongolia issued 
an official directive requiring that all banks 
report on the implementation of the 
Sustainable Finance Principles in their 
annual reports starting in 2016. Following 
the successful implementation of the MSFI, 
MBA made the decision to establish the 
Mongolian Sustainable Finance Association 
(MSFA) in December 2017. 
 
An official framework for the review and 
supervision of the implementation of the 
Mongolian Sustainable Finance Principles by 
the banks is expected to be developed.  

 

Mongolia National Action Plan on Business and Human Rights: 
 
National Action Plans on Business & Human 
Rights (NAPBHR) are applied by states as 

one of the key policy tools for the 
implementation of the UNGPs at the national 



                                                                                          RECOMMENDATIONS FOR ENHANCING THE DEVELOPMENT BANK OF MONGOLIA’S                        
                                                                                                                                          CAPACITY FOR FINANCING NATIONAL SUSTAINABLE DEVELOPMENT                       

43 

 

level. Development of the NAPBHR is 
instrumental towards establishing the 
necessary legal and policy framework to 
ensure that businesses, including financial 
institutions, in the country play their part and 
honor their responsibility to respect and 
safeguard human rights as well as put in 
place the appropriate mechanisms for 
remedial actions when human rights 

violations by businesses occur. The 
Mongolia NAPBHR is currently being 
developed. In April 2019 the Mongolian 
Government has formally appointed a 60 
members Working Group to begin work on a 
NAPBHR on business and human rights. 
They intend to finalize and publish the 
NAPBHR in 2021.  

 

National Sustainable Finance Roadmap 2018: 
 
In order to help realize Mongolia’s ambitious 
sustainability commitments, the Mongolian 
National Sustainable Finance Roadmap 
(MSFR) was developed. The objective of the 
MSFR is to agree on an integrated, multi-
stakeholder, strategic approach towards 
accelerating the development of a 
sustainable financial system in the country 
by 2030 in alignment with the national 
sustainable development and climate 
targets.  
 
More specific objectives of the roadmap are 
to:  
 

i) Integrate sustainability in 

financing and investment 

policies and frameworks, with 

consideration for climate, 

environmental, social and 

governance factors. 

ii) Re-orient and increase green 

investment flows that 

contribute to the creation of a 

low-carbon, climate-resilient 

and circular economy. 

iii) Enhance the understanding 

and cooperation between 

financial and real sector 

players, creating an enabling 

environment that looks at 

sustainable finance as the 

new business-as-usual. 

Successful implementation of the roadmap 
will require close partnerships between 
various stakeholders including ministries, 
financial regulators, private financial sector 
participants, civil society organizations, and 
development partners supporting the 
sustainable finance transformation process. 
 
Addressing the above-mentioned issues 
requires increased investment from various 
sources and the implementation of ESG 
criteria-based lending practices across the 
financial sector. The MSFR underlines that 
the failure to tackle these issues with the 
right financing strategy can present severe 
sustainability risks to the country and 
restrictions to economic growth. 

 

Mongolian National Green Development Policy (2014): 
 
The Mongolian National Green Development 
Policy (NGDP) is the core of Mongolia’s 
transition to a green economy. The Policy 
emphasizes six strategic objectives, each 

with clearly defined, measurable targets 
such as:  
 

i) reducing GHG emissions in the energy sector by increasing energy 

efficiency by 20% by 2030, increasing the share of renewable energy in total 
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energy generation to 20% by 2020 and 30% by 2030, renewing energy and 

industrial sector technologies, reducing wasteful consumption and losses, 

and optimizing pricing policies; 

ii) reducing building heat losses by 20% by 2020 and 40% by 2030;  

iii) reducing solid waste for landfills by 20% by 2020 and 40% by 2030; and 

others. 

 
The NGDP recognizes the importance of sustainable finance and has integrated it as Strategic 
objective: 
 
[…#3: “Increase investment in natural capital, human development, and clean technology by 
introducing financing, tax, lending and other incentives to support green economy growth”. The 
strategy focuses on enhancing more environmentally and socially responsible lending practices 
across financial institutions, promoting the trade of low-carbon and energy-efficient technologies, 
creating a green taxation system, promoting green public procurement, incorporating green growth 
indexes into national statistic systems and increasing investments into green industries and 
projects…] 
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ANNEX II: International Standards and Best Practices  
 

There are many international standards to encourage sustainable finance and to mobilize 
capital flows to deliver on sustainability commitments. The following sustainability 
standards and best practices have been identified as most relevant to DBM. 

 

Environmental & Social Risk Management / Responsible Finance 
 
Environmental and social (E&S) risks pose 
major perils to the stability and soundness of 
the financial system. Financial institutions’ 
business activities involving a client with 
poor environmental and social performance 
may potentially expose a financial institution 
to risk, whether legal, credit, or reputational. 
Therefore, within the financial system, 
addressing environmental and social issues 

potentially associated with financing 
decisions and business operations is 
considered an integral part of sustainable 
finance. 
 
The following Principles and Standards are 
focusing on managing and mitigating of 
environmental, social & governance (ESG) 
risks following bank’s activities.  

 

IFC Performance Standards (incl. the World Bank Group Environmental Health and Safety 
Guidelines: 
 
The IFC Performance Standards are an 
international benchmark for identifying and 
managing environmental and social risk and 
has been adopted by many organizations as 
a key component of their environmental and 
social risk management. The Standards 
offer a framework for understanding and 
managing environmental and social risks for 

high profile, complex, international or 
potentially high impact projects. The World 
Bank & IFC’s Environmental, Health, and 
Safety (EHS) Guidelines provide technical 
guidelines with general and industry-specific 
examples of good international industry 
practice to meet the IFC’s Performance 
Standards

. 
 

Equator Principles: 
 
The Equator Principles (EPs) is a risk 
management framework, adopted by 
financial institutions, for determining, 
assessing and managing environmental 
and social risk in projects and is primarily 
intended to provide a minimum standard for 

due diligence and monitoring to support 
responsible risk decision-making. The EP 
look into implementing IFC’s Performance 
Standards. The EPs apply globally to all 
industry sectors and to five financial 
products:  

 
1) Project Finance Advisory Services,  
2) Project Finance,  
3) Project-Related Corporate Loans, and  
4) Bridge Loans and  
5) Project-Related Refinance, and Project-Related Acquisition Finance.  
 

https://equator-principles.com/wp-content/uploads/2021/02/The-Equator-Principles-July-2020.pdf


Currently 116 Equator Principles Financial 
Institutions (EPFIs) in 37 countries are 
signatories and have officially adopted the 
EPs, covering the majority of international 
project finance debt within developed and 

emerging markets. FMO, Korea 
Development Bank and the Development 
Bank of Japan are among the EP members. 
If DBM joins the EPs, it would become the 
first Mongolian bank.  

 

UN Principles for Responsible Banking: 
 
The UN Principles for Responsible Banking 
are a unique framework for ensuring that 
signatory banks’ strategy and practice align 
with the vision society has set out for its 
future in the Sustainable Development Goals 
and the Paris Climate Agreement. The 
Principles provide the framework for a 
sustainable banking system and help the 
industry to demonstrate how it makes a 

positive contribution to society. They embed 
sustainability at the strategic, portfolio and 
transactional levels, and across all business 
areas. Over 200 banks have joined the UN 
Principles for Responsible Banking, 
representing more than a third of the global 
banking industry. Golomt Bank is currently the 
only signatory from Mongolia. 

 

UN Guiding Principles on Business and Human Rights: 
 
The United Nations Guiding Principles on 
Business and Human Rights (UNGPs) is an 
instrument consisting of 31 principles 
implementing the United Nations' (UN) 
"Protect, Respect and Remedy" framework 
on the issue of human rights and 
transnational corporations and other 
business enterprises. Developed by the 
Special Representative of the Secretary-
General John Ruggie, these Guiding 
Principles provided the first global standard 
for preventing and addressing the risk of 

adverse impacts on human rights linked to 
business activity, and continue to provide the 
internationally accepted framework for 
enhancing standards and practice regarding 
business and human rights. On June 16, 
2011, the United Nations Human Rights 
Council unanimously endorsed the Guiding 
Principles for Business and Human Rights, 
making the framework the first corporate 
human rights responsibility initiative to be 
endorsed by the UN. 

 

OECD for Multinational Enterprises (OECD Guidelines): 
 
The OECD Guidelines set standards for 
responsible business conduct across a 
range of issues such as human rights, labor 
rights, and the environment. The OECD 
Guidelines also establish a unique, 
government-backed, international grievance 
mechanism to address complaints between 
companies covered by the OECD Guidelines, 
and individuals who feel negatively impacted 

by irresponsible business conduct. The 
Guidelines are recommendations addressed 
by governments to multinational enterprises 
operating in or from adhering countries. They 
provide non-binding principles and 
standards for responsible business conduct 
in a global context consistent with applicable 
laws and internationally recognized 
standards. 

 

The International Labor Organization (“ILO”) Declaration on Fundamental Principles and 
Rights at Work: 
 



These refer to the following eight core ILO 
Conventions: The Freedom of Association 
and Protection of the Right to Organise 
Convention, 1948 (No. 87); Right to Organise 
and Collective Bargaining Convention, 1949 
(No. 98); the Forced Labor Convention, 1930 
(No. 29); Abolition of Forced Labor 
Convention, 1957 (No. 105); Minimum Age 
Convention, 1973 (No. 138); Worst Forms of 
Child Labor Convention, 1999 (No. 182); the 

Equal Remuneration Convention, 1951 (No. 
100); and the Discrimination (Employment 
and Occupation) Convention, 1958 (No. 111) 
Eight fundamental conventions of the ILO 
covering the following themes: Freedom of 
Association, Right to Organization, Forced 
Labor, Child Labor, Equal Remuneration and 
Discrimination. 
 

 
 

Sustainable Finance 
 
In addition to risk management activities, 
sustainable finance includes capital flows 
(as reflected in lending and investment) and 
financial processes (including disclosure, 
valuations, and oversight) that assimilate 

environmental and social factors as a means 
of promoting sustainable economic growth 
and the long-term stability of the financial 
system. 

 
Guiding Policies, Standards and Guidelines are the following: 
 

Green Investment Principles for the Belt and Road (GIP): 
 
The GIP is a set of principles for greening 
investment in the Belt and Road. The goal of 
the GIP is to encourage and assist 
signatories better integrating sustainability 
and ESG considerations into decision-
making and implementation process of their 
investments in the region. It includes seven 
principles at three levels, i.e. strategy, 

operations and innovation. The 37 
signatories include all major Chinese banks 
(a.o. Chinese Development Bank) and 
China’s investors in the Belt and Road region, 
as well as some of the world’s largest 
financial institutions. Both Khan Bank and 
Trade Development Bank of Mongolia are 
signatories.   

 

The Loan Syndications and Trading Association (LSTA) /Loan Market Association (LMA)/ 
Asia Pacific Loan Market Association (APLMA) Principles: 
 
A high-level global framework of market 
standards and guidelines, providing a 
consistent methodology for use across the 
sustainable finance market. The 
LSTA/LMA/APLMA developed Principles 
and Guidelines for green, social and 

sustainability linked loans. The Principles are 
voluntary and based around the following 
four components: 1) Relationship to the 
borrower’s overall sustainability strategy 2) 
Target setting 3) Reporting and 4) Review.  

 

Green Taxonomies in the European Union (EU) and Asia: 
 
The profusion of overlapping voluntary 
sustainable finance standards has produced 
a fragmented landscape that inhibits 

meaningful comparison between 
investments, thereby discouraging 
additional sustainable investments. A lack of 
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standardization of definitions and processes 
was impeding the growth of the ESG sector 
together with the risk of ‘greenwashing’. 
Therefore, in addition to the GIP and 
LSTA/LMA/APLMA Principles, green 
taxonomies have been developed. A green 
taxonomy is a classification tool which helps 

determine whether activities are consistent 
with environmental goals with reference to a 
threshold, or tolerance. More information on 
the European Taxonomy and the 
developments of taxonomies in Asia is 
included in Annex III. 

 
Mongolian Green Taxonomy: 
 
The Mongolian Sustainable Finance 
Association (MSFA) proposed a taxonomy to 
clarify the definitions of green sectors, 
assets, and financial products available to 
financial institutions (FIs) in Mongolia and to 
develop a nationally agreed classification 
framework of activities that contribute to 
climate change mitigation, adaptation, 
pollution prevention, resource conservation 
and livelihood improvement in the context of 
green finance. The taxonomy has been 
approved in 2019 by the Financial Stability 
Council, which consists of the Central Bank 
of Mongolia, Financial Regulatory 
Commission, Deposit Insurance Corporation 
and Ministry of Finance. Green activities are 
categorized into three tiers of sectors and 

assets. The broadest level sector includes 
eight sectors, including renewable energy, 
low pollution energy, energy efficiency, 
resource efficient buildings, pollution 
prevention and control, sustainable water 
and waste use, sustainable agriculture 
(including land use, forestry, biodiversity 
conservation, and eco-tourism), and clean 
transport. Besides capacity building and 
standardization, the Mongolian Green 
Taxonomy aims to boost green financial 
flows from various sources and to track 
private sector investments into green 
projects. The SDGs taxonomy and impact 
measurement (incl. social objectives) 
system are planned under this UN Joint 
Programme for release by the end of 2021.  

 
Disclosure – Sustainability Reporting  
 
Reporting signals a responsible organization 
that is transparent to its stakeholders. 
Through reporting, an organization can 
understand and better manage its impacts 
on people and the planet. It can identify and 
reduce risks, seize new opportunities, and 
take action towards becoming a responsible, 
trusted organization in a more sustainable 
world.  Companies, including financial 
institutions, are required or encouraged to 
disclose information on their sustainable 
finance performance.  
 
Over the recent years, it is noted that 
voluntary standards on reporting have been 
moving towards mandatory standards. 
Stock exchanges are proving increasingly 
influential in the debate around sustainability 

reporting and disclosure. At the Singapore 
Exchange (SGX) sustainability reporting is 
required for listed companies; 
the sustainability report should set out the 
issuer's policies, practices and performance 
in relation to the material ESG factors 
identified, providing descriptive and 
quantitative information on each of the 
identified material ESG factors for 
the reporting period. China is expected to 
introduce this year mandatory environmental 
disclosure requirements for listed 
companies. The EU has made non-financial 
reporting mandatory as per March 2021. 
Under the Disclosure Regulation, financial 
market participants have to report the extent 
to which their financial products align with 
the EU Taxonomy.  



 

Sustainability Initiatives (International and National)  
 
Membership of relevant sustainability 
initiatives shows 1) commitment to 
sustainability to external stakeholders 2) is a 
collaborate effort for positive impact 3) gives 
an opportunity for knowledge sharing and 

capacity building and 4) creates a level 
playing field. 
 
The following initiatives are effective and 
relevant for DBM from both a risk and an 
opportunity perspective: 

 

United Nations Environment Programme – Finance Initiative (UNEP FI): 
 
UNEP FI is a partnership between UNEP and 
the global financial sector to mobilize private 
sector finance for sustainable development. 
UNEP FI works with more than 350 members 
– banks, insurers, and investors – and over 
100 supporting institutions – to help create 
a financial sector that serves people and 
planet while delivering positive impacts. 
UNEP FI aims to inspire, inform and enable 
financial institutions to improve people’s 
quality of life without compromising that of 
future generations. By leveraging the UN’s 
role, UNEP FI accelerates sustainable 
finance. 
UNEP FI supports global finance sector 
principles to catalyze integration of 
sustainability into financial market practice 
such as the Principles for Responsible 

Banking. These principles establish the 
norms for sustainable finance, providing the 
basis for standard-setting and helping to 
ensure private finance fulfils its potential role 
in contributing to achieving the 2030 Agenda 
for Sustainable Development and Paris 
Agreement on Climate Change agreed by 
governments around the world in 2015. 
UNEP FI convenes collective action, 
facilitates shared learning and co-develops 
practical resources to equip financial 
institutions with the knowledge and 
expertise to embed sustainability into their 
strategies and operations. Golomt Bank is a 
member of UNEP FI and the MSFA is a 
supporting institution and works together 
with UNEP FI to pursue its agenda.  

 

Green Climate Fund (GCF): 
 
The Green Climate Fund (GCF) – a critical 
element of the Paris Agreement - is the 
world’s largest climate fund, mandated to 
support developing countries raise and 
realize their Nationally Determined 
Contributions (NDC) ambitions towards low-
emissions, climate-resilient pathways. GCF’s 
investments are aimed at achieving 
maximum impact in the developing world, 
supporting paradigm shifts in both 
mitigation and adaptation. GCF employs part 
of its funds to help mobilize financial flows 
from the private sector to compelling and 
profitable climate-smart investment 
opportunities.  

 
In deploying its resources, the GCF will work 
through a wide range of institutions to 
finance projects and programs. To access 
funding, these institutions will go through a 
process of “accreditation,” designed to 
assess whether they are capable of strong 
financial management and of safeguarding 
funded projects and programs. Accredited 
Entities can be private or public, non-
governmental, sub-national, national, 
regional or international, as long as they 
meet the standards of the GCF. Entities 
seeking accreditation to access GCF 
resources will be assessed against GCF 
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policies and standards, GCF’s fiduciary 
standards for the scale and type of funding 
sought as well as GCF’s environmental and 
social standards.  
 
GCF has 103 approved accredited entities. 
Amongst them are ADB, FMO, KfW and KDB. 
The Ministry of Environment and Tourism is 

the National Designated Authority for 
Mongolia. Currently there are 2 direct access 
accredited institutions from Mongolia: Trade 
Development Bank of Mongolia and 
Xacbank. GCF Projects in Mongolia are 
focusing on renewable energy, GHG 
emission reduction, green affordable 
housing and energy efficiency. 

 

Mongolia Sustainable Finance Association (MSFA): 
 
The Mongolian Sustainable Finance 
Association was founded by the Mongolian 
Bankers Association in December 2017 as a 
member-serving NGO. It origins from the 
Mongolian Sustainable Finance Initiative 
launched by the MBA in 2013. Today, the 
MSFA collaborates with 14 banks operating 
in Mongolia. MSFA strives to promote 
sustainability and green growth by creating a 
green financing system and assisting 
Mongolian finance and business sectors to 
adopt activities which benefit both the 
environment and the society. MSFA applies 
the Mongolia Sustainable Finance Principles 
(MSFP – see Annex I): a set of industry-wide, 
voluntary principles that guide banks in 
implementing sustainable finance in three 
main pillars, namely: E&S risk management, 
green and sustainable lending, and E&S 
footprint. 
 
MSFA closely works with its members and 
partners to design integrated and 
transformative policies, business 
approaches, and multi-sector initiatives that 
create positive change in line with the 
Sustainable Development Goals (SDGs), the 
Paris Agreement (such as the Green Climate 
Fund), as well as national Sustainable 
Development Agenda, Nationally Determined 
Contributions (NDC), and Green 
Development Strategy.  
 
MSFA focuses on 6 key areas: 1) Sustainable 
Finance 2) Green Finance 3) Sustainable 

Industry 4) Policy & Advocacy 5) Education & 
6) Networking. MSFA supports its members 
with 1) Principles & Tools 2) Performance 
Measurement (assessments of members’ 
sustainability performance and guidance on 
improvement 3) Reporting and 4) Training & 
capacity building (ao via an online platform).  
 
MSFA principle members gather on a 
monthly basis in the Sustainability Council 
and there are various working groups for 
capacity building (e.g. on reporting and 
sustainable finance). 
 
Mongolian Green Finance Corporation 
(MGFC): 
 
The Government of Mongolia, MSFA and 
GCF have been jointly working on the 
establishment of MGFC since 2017: a 
financial institution with the vision to 
transform into a national green bank. MGFC 
aims to enable access to low-cost credit 
facilities that would help Government meet 
its green development and climate goals. In 
its first phase, MGFC’s capitalization is 
planned at USD50 million with equal equity 
contribution from the Government, local 
banks and GCF for projects that promote 
energy efficiency, green housing, and air 
pollution reduction solutions. GCF will grant 
funding for MGFC and banks to support 
green product development, policy support 
and capacity building.  
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Other Standards and Best Practices  
 

Environmental & Social Risk Management / Responsible Finance 
 
UN Global Compact: 
 
UN Global Compact is a global corporate 
initiative, calling on companies, investors 
and other participants to align their 
strategies and operations with universal 
principles on human rights, labor, 
environment and anti-corruption. UN Global 
Compact has over 12000 company 
signatories. Signatories are committed to 1) 
do business responsibly by aligning their 

strategies and operations with Ten 
Principles on human rights, labor, 
environment and anti-corruption; and 2) to 
take strategic actions to advance broader 
societal goals, such as the UN Sustainable 
Development Goals (SDG), with an emphasis 
on collaboration and innovation. Korea 
Development Bank is a member of the UN 
Global Compact. 

 

Sustainable Finance 
 
Climate Bonds Initiative (CBI) Taxonomy: 
 
CBI is an investor-focused not-for-profit, 
promoting large-scale investment in the low 
carbon economy. Climate Bonds undertakes 
advocacy and outreach to inform and 
stimulate the market, provides policy models 
and government advice, market data and 
analysis, and administers an international 
Standard & Certification Scheme for best 
practice in green bonds issuance. The CBI 
Taxonomy is a guide that delineates criteria 

for projects and assets to be aligned with the 
Paris Agreement, which aims to strengthen 
the global response to the threat of climate 
change by keeping a global temperature rise 
of this century to well below 2 degrees 
Celsius above pre-industrial levels, and to 
pursue efforts to limit the temperature 
increase even further to 1.5 degrees Celsius. 
The CBI Standards were launched in April 
2020. 

 

International Capital Market Association (ICMA) Principles and Guidelines: 
 
A set of voluntary process guidelines for 
issuing green, social, sustainability and 
sustainability linked bonds. It provides 
issuers guidance on the key components 
involved in launching a credible sustainable 
bond; it aids investors by ensuring 
availability of information necessary to 

evaluate the environmental impact of their 
sustainable bond investments; and it assists 
underwriters by moving the market standard 
disclosures which will facilitate transactions. 
ICMA has issued Principles for green, social, 
sustainability and sustainability linked bonds 
and various guidelines and handbooks.  

 

European Union (EU) Taxonomy: 
 
The Taxonomy Regulation sets out an EU-
wide framework according to which 
investors and businesses can assess 
whether certain economic activities are 

“sustainable” and “environmentally friendly”. 
The Taxonomy describes sustainable 
economic activities which can make a 
substantial contribution to climate change 
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mitigation and adaption and defines criteria 
for doing no significant harm to other 
environmental objects. The initial focus has 
been on defining what is sustainable in 
climate terms but the intention is to come up 
with guidance on other environmental 
sustainability objectives, and to extend this 
to social objectives at a later stage. The 
Taxonomy Regulation is one of the pillars of 
the EU’s sustainable finance and climate 
change agenda and forms part of a wider 
package of sustainable finance legislation, 

which includes the Disclosure Regulation 
and the Low Carbon Benchmarks Regulation. 
 
The EU measures have an impact far beyond 
the geographical boundary of the EU, 
shaping the flow of investments, the broader 
financial regulatory arena, and the working 
practices of many financial institutions. 
Other regions and countries are working on 
taxonomies to accelerate transitions for 
sustainability and climate change.  

 

Taxonomies in Asia: 
 
In the ASEAN region, regulatory frameworks 
for sustainable finance markets are forging 
ahead at national and regional level. At 
national level, countries like Malaysia and 
Singapore have made progress in 
considering the development of green 
taxonomies. Beyond the ASEAN region, 
China has developed a comprehensive 
framework for green finance. In 2019, the 
National Development and Reform 
Commission (NDRC) and other government 
entities published the Green Industry Guiding 

Catalogue that aimed to become the basis 
for a consistent set of standards for green 
loans, bonds and other green assets. Japan 
has also taken a step towards the 
development of sustainable finance 
markets. In 2020, Japan's Ministry of 
Environment published its updated Green 
Bond Guidelines, expanding the scope to 
cover green loans and sustainability linked 
loans. Mongolia developed a Green 
Taxonomy in 2019. 

 
 

Disclosure – Sustainability Reporting 
 
Global Reporting Initiative (GRI) Standards: 
 
GRI is the international organization that 
develops and disseminates “Sustainability 
Reporting Guidelines” for voluntary use by 
organizations reporting on the economic, 
social and governance impacts of 
businesses. GRI creates the global common 
language for organizations to report their 
sustainability impacts. With thousands of 

reporters in more than 100 countries, the GRI 
Standards are advancing the practice of 
sustainability reporting and enabling 
organizations and their stakeholders to take 
action and make better decisions that create 
economic, environmental and social benefits 
for everyone. 

 

Human Rights reporting - UNGP Reporting Framework: 
 
The UNGP Reporting Framework provides 
comprehensive guidance for companies to 
report on human rights issues in line with 
their responsibility to respect human rights. 

It is an essential tool that enables investors 
to review companies’ understanding and 
management of human rights risks. This 



                                                                                          RECOMMENDATIONS FOR ENHANCING THE DEVELOPMENT BANK OF MONGOLIA’S                        
                                                                                                                                          CAPACITY FOR FINANCING NATIONAL SUSTAINABLE DEVELOPMENT                       

53 

 

responsibility is set out in the UN Guiding 
Principles on Business and Human Rights. 
 

Task Force on Climate-related Financial Disclosures (TCFD): 
 
The Financial Stability Board established the 
TCFD to develop recommendations for more 
effective climate-related disclosures that 
could promote more informed investment, 
credit, and insurance underwriting decisions 
and, in turn, enable stakeholders to 
understand better the concentrations of 
carbon-related assets in the financial sector 
and the financial system’s exposures to 
climate-related risks. The disclosure 

recommendations are structured around 
four thematic areas that represent core 
elements of how organizations operate: 
governance, strategy, risk management, and 
metrics and targets. These thematic areas 
are intended to interlink and inform each 
other. The TCFD has over 1800 supporters in 
78 countries amongst others the Financial 
Regulatory Commission (FRC) of Mongolia. 

 

Sustainability Accounting Standards Board (SASB): 
 
The Sustainability Accounting Standards 
Board is a non-profit organization, founded in 
2011 to develop sustainability accounting 
standards. SASB's stated mission is to 
establish industry-specific disclosure 
standards across ESG topics that facilitate 

communication between companies and 
investors about financially material, 
decision-useful information. Such 
information should be relevant, reliable and 
comparable across companies on a global 
basis. 

 

Sustainable Banking Network: 
 
The Sustainable Banking Network (SBN) is a 
unique, voluntary community of financial 
sector regulatory agencies and banking 
associations from emerging markets 
committed to advancing sustainable finance 
in line with international good practice. SBN 
members are committed to moving their 
financial sectors towards sustainability, with 
the twin goals of improved ESG risk 
management (including disclosure of 
climate risks) and increased capital flows to 
activities with positive climate impact. It is a 
platform for knowledge sharing and capacity 

building that facilitates the mobilization of 
practical support for members to design and 
implement national sustainable finance 
policies and principles.  The 42-member 
countries represent US$43 trillion (86 
percent) of the total banking assets in 
emerging markets. For Mongolia, Bank of 
Mongolia, Mongolian Bankers Association 
(MBA), Ministry of Environment and Green 
Development and Mongolia Sustainable 
Finance Association (MSFA) are members of 
the Sustainable Banking Network. 
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ANNEX III: Adoption Process of Equator Principles (EPs) 
 
Adoption of the EPs is open to financial institutions who undertake transactions within the scope 
of the EPs i.e. the financial institution has a level of activity in Project Finance as per the EP 
definition. The financial institution has to meet the relevant adoption requirements. These 
requirements include that: 
 

▪ it continues to be Active in Projects within the scope of the EPs (Project Finance, Project 

Finance Advisory and/or Project-Related Corporate Loans) 

▪ it meets reporting requirements 

▪ it pays the Annual Fee in a timely manner. 

Scope of the EPs: 
 
The bank has a level of activity in Project Finance and provides any of the financial 
products described below: 

1. Project Finance Advisory Services where total Project capital costs are US$10 million or 
more. 

2. Project Finance with total Project capital costs of US$10 million or more. 
3. Project-Related Corporate Loans where all of the following three criteria are met: 

i. The majority of the loan is related to a Project over which the client has Effective 
Operational Control (either direct or indirect). 

ii. The total aggregate loan amount and the EPFI’s individual commitment (before 
syndication or sell down) are each at least US$50 million. 

iii. The loan tenor is at least two years. 
4. Bridge Loans with a tenor of less than two years that are intended to be refinanced by 

Project Finance or a Project-Related Corporate Loan that is anticipated to meet the 
relevant criteria described in 2 and 3 above. 

5. Project-Related Refinance and Project-Related Acquisition Finance, where all of the 
following three criteria are met: 

i. The underlying Project was financed in accordance with the Equator Principles 
framework. 

ii. There has been no material change in the scale or scope of the Project. 
iii. Project Completion has not yet occurred at the time of the signing of the facility or 

loan agreement. 

Implementation of Principles: 
 
Adoption of the Principles by a financial institution is voluntary but once such adoption has been 
made, the adopting entity must take all appropriate steps to implement and comply with the 
Principles. Each EPFI shall introduce and implement its own internal environmental and social 
risk management policies, procedures, and standards in order to comply with the Equator 
Principles. The level of adoption should be at group level or another level that allows for seamless 
adoption across all entities of the business.  
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Reporting Requirements: 
The financial institution shall provide reporting at least annually about its implementation of the 
EPs, in accordance with Principle 10 and Annex B: Minimum Reporting Requirements of the EP 
and Rule 6 of the Governance Rules; 
 
Annual Fee: 
 
There is a minimal fee payable by Equator Principles Financial Institutions (EPFIs) on an annual 
basis in respect of external costs incurred in the management, administration and development 
of the EPs. In 2021, the Annual Fee is around USD 5,750. Any new members that join during the 
year will pay a pro rata amount. 
 
Relevant EP Documents: 
 
For detailed information see: 

- https://equator-principles.com/documents-resources/  
- https://equator-principles.com/the-adoption-process/ 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

https://equator-principles.com/documents-resources/
https://ddec1-0-en-ctp.trendmicro.com/wis/clicktime/v1/query?url=https%3a%2f%2fequator%2dprinciples.com%2fthe%2dadoption%2dprocess%2f&umid=c56dd3fd-13b0-42e9-887f-c322f07df137&auth=8d3ccd473d52f326e51c0f75cb32c9541898e5d5-3a916323507fc53257ffd8094d014da2ab810266
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ANNEX IV: Accreditation Criteria of Green Climate Fund (GCF) 
 

As a national entity, DBM can apply to 
become accredited as an NIE, provided that 
it has 1) a legal status 2) an institutional 
system (with robust policies, procedures and 
guidelines) and 3) a track record (DBM can 
demonstrate that it implements the policies, 
procedures and guidelines). DBM will need 
to submit a nomination letter from a National 
Designated Authority or Focal Point as part 
of their application for accreditation.  

During the accreditation process, an 
applicant entity's policies and procedures, 
track record, and demonstrated capacity to 

undertake projects or programs of different 
financial instruments and environmental and 
social risk categories are assessed against 
the standards of the Green Climate Fund. 
Environmental and Social Safeguards (ESS) 
are part of the GCF guiding framework and 
the ESS are based on the IFC Performance 
Standards (as well as the Equator 
Principles). The GCF Policy requires 
demonstration that the applicant has 
relevant policies and systems in place, 
including institutional capacity. GCF 
accredited entities will have to demonstrate 
their compliance of ESS at project and 
institutional level.  

Result Accreditation Process: 

The result of the accreditation process will 
specify the project or program activity size, 
fiduciary functions, which will shape how it 
operates using the Fund’s resources (grants, 

loans, equity, and guarantees), and the 
highest category of environmental and social 
risk of its intended projects. 

 

Accreditation Process: 

An entity seeking accreditation will need to 
submit a completed application through GCF 
Accreditation, consistent with the fit-for-
purpose accreditation approach at the Green 
Climate Fund. This approach recognises the 
role of a wide range of entities, which differ 
in the scope and nature of their activities, as 
well as their capacities in advancing the 
objectives of the Fund. The accreditation 
approach accommodates this diversity by 
matching the nature, scale, and risk of 
intended activities to the application 
of fiduciary standards, environmental and 
social safeguards, and gender policy.  

Subnational, national and regional entities, 
public and private, applying for accreditation 
will need to submit a nomination letter from 
a National Designated Authority or Focal  
 

 
 
 
 
Point as part of their application for 
accreditation. 
 
The Online Accreditation System (“OAS”) 
allows entities to submit an application for 
accreditation to GCF. The OAS is the main 
part of applying for accreditation. In order to 
gain access to the OAS, applicants need to 
complete the request form, which is then be 
sent to the GCF Secretariat. The completed 
form should be signed by a duly authorised 
official of the entity and including the names 
and e-mail addresses of persons to whom 
the Fund is permitted to release OAS account 
information (including a username and initial 
password). This letter should be 
accompanied by documentation acceptable 
to the Fund evidencing the authority of the 
signatory. 
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Entities applying for accreditation should 
have been operating for at least 2 years.  
Applications for accreditation are received 
by GCF on a rolling basis. There is no 

deadline for submitting accreditation 
applications.  

 

Application fees: 

The amount of application fees varies 
according to the fiduciary functions and the 
size of financing for projects or programs 
proposed by the accreditation applicant to 
receive GCF funding. Some of the fees will be 

waived for sub-national, national, and 
regional organizations based in Small Island 
Developing States (SIDS) and Least 
Developed Countries (LDCs) for certain 
financing amounts. 

Overview of the Accreditation Process: 

Source: https://fiskal.kemenkeu.go.id/nda_gcf/en/accreditation-process  

The Readiness Programme: Capacity building and technical assistance 

GCF provides capacity building and technical 
assistance support to developing countries 
to enhance access to climate finance 
through the Readiness and Preparatory 
Support Programme. The Readiness 

Programme is mandated by the Governing 
Instrument of GCF to provide resources for 
strengthening institutional capacities, 
governance mechanisms, and planning and 
programming frameworks to identify and 

https://fiskal.kemenkeu.go.id/nda_gcf/en/accreditation-process
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implement a transformational long-term 
climate action for developing countries.  

The Programme: 

The Readiness Programme provides grants 
and technical assistance to National 
Designated Authorities (NDAs) and/or focal 
points (FPs). Readiness funding can also be 
deployed to strengthen Direct Access 
Entities. The objective is to enhance the 
capacity of national institutions to efficiently 
engage with GCF. Dedicated readiness 
funding may also assist countries in 
undertaking adaptation planning and 

developing strategic frameworks to build 
their programming with GCF. 

All developing country Parties to the 
UNFCCC can access the Readiness 
Programme. GCF aims at least 50 per cent of 
the readiness support goes to particularly 
vulnerable countries, including Least 
Developed Countries (LDCs), Small Island 
Developing States (SIDS) and African States. 

Readiness and Preparatory Support Guidebook: 

GCF has developed the Readiness and Preparatory Support Guidebook. The Guidebook is 
a practical guide on how to prepare readiness proposals for the Green Climate Fund. 
(https://www.greenclimate.fund/sites/default/files/document/readiness-
guidebook_1.pdf) 

The Readiness Programme and DBM: 

It is advised that DBM as a first step conducts a self-assessment via the GCF’s self-
assessment tool: via a series of questions, DBM can assess whether it meets the basic 
requirements to become an Accredited Entity. 
(https://www.greenclimate.fund/accreditation/self-assessment)  

Once DBM is confident it has the credentials to become an Accredited Entity, it can start 
the three-stage application process.  

Relevant GCF Documents: 

i. Guiding Framework and Procedures for Accrediting National, Regional and 

International Implementing Entities and Intermediaries, including the 

Fund’s Fiduciary Principles and Standards and Environmental and Social 

Safeguards (GCF/B.07/02);  

ii. Guidelines for the Operationalization of the Fit-for-purpose Accreditation 

Approach (GCF/B.08/02);  

iii. Gender Policy and Action Plan (GCF/B.09/10);  

iv. Assessment of Institutions Accredited by Other Relevant Funds and Their 

Potential for Fast-track Accreditation (GCF/B.08/03);  

v. Application Documents for Submissions of Applications for Accreditation 

(GCF/B.08/06);  

vi. Policy on Fees for Accreditation (GCF/B.08/04);  

https://www.greenclimate.fund/sites/default/files/document/readiness-guidebook_1.pdf
https://www.greenclimate.fund/sites/default/files/document/readiness-guidebook_1.pdf
https://www.greenclimate.fund/accreditation/self-assessment
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vii. Legal and Formal Arrangements with Accredited Entities (GCF/B.09/03) 

viii. Information on Project Preparation Facility 

 (https://www.greenclimate.fund/projects/ppf) 

  

 

https://www.greenclimate.fund/projects/ppf


ANNEX V: Sustainable Risk Policy for Lending Template 
 

1. Introduction 
 
As part of its Sustainability Risk Management Framework (included in Appendix I), DBM needs a 
policy on sustainability risk management for Development Bank of Mongolia (DBM)’s lending 
transactions. This policy should be in line with DBM’s core values and business principles, its 
sustainability risk appetite and the Three Lines of Defense model.  
 

1.1. Purpose and scope 

The purpose of the Sustainability Risk Policy for Lending (“the Policy”) is to ensure the bank’s 
lending transactions are managed in accordance with the bank’s sustainability risk principles. To 
this end, the Policy defines the sustainability risk management process for the bank’s lending 
transactions with its clients, including determining, evaluating, and monitoring the sustainability 
risks associated with these activities, including the Environmental, Social, and Ethical (ESE) 
impacts.  
 
All lending transactions (above the threshold of USD 25,000), including deposits and cash 
management, are subject to the Policy. Application of the Policy is mandatory for all transactions 
linked to the types of activities described in the Policy. The Policy, unless noted otherwise, should 
build on or be applied in existing mechanisms or procedures applied throughout the bank. 
 
The Policy applies to DBM and all its subsidiaries, branches, representative offices and legal 
entities that are under its control. All bank employees involved in lending are expected to know 
the Policy and act accordingly.  
 

1.2. Context 

This Sustainability Risk Policy for Lending is part of the bank’s Sustainability Risk Management 
Framework. The Framework is established by the Sustainability Risk Policy that defines the bank’s 
Sustainability Risk Principles, and the bank’s process and requirements for sustainability risk 
management. The Framework (included in Appendix I) includes the bank’s different operational 
and sector sustainability policies, including this Sustainability Risk Policy for Lending.  
 
For project finance engagements, the bank follows the Equator Principles, a common baseline 
and framework established among banks for the implementation of environmental and social 
procedures and standards for project financing.  
 
The sustainability risk management for deposits and cash management is governed by the bank’s 
client due diligence and acceptance procedures, as part of these procedures, the Bank will screen 
the client for bank-wide embargos and other sustainability risk factors to ensure the engagement 
with the client is in accordance with the bank’s sustainability risk principles of the Sustainability 
Risk Policy.  



                                                                                          RECOMMENDATIONS FOR ENHANCING THE DEVELOPMENT BANK OF MONGOLIA’S                        
                                                                                                                                          CAPACITY FOR FINANCING NATIONAL SUSTAINABLE DEVELOPMENT                       

61 

 

2. Sustainability Risk Management for lending transactions 

 
In accordance with the Sustainability Risk Policy, the bank uses a sustainability risk management 
process for lending transactions with its clients, consisting of four steps: risk determination; 
assessment; approval; and monitoring.   

 

2.1. Risk determination of the transaction 
 
The first step is the risk determination of the transaction through screening, checking and 
establishing its sustainability risk level (low, medium, high).  
 

2.1.1. Screening for bank-wide embargos 
 
On the basis of the Exclusion List (included in Appendix II), the transaction and client’s activities 
are screened for a bank-wide embargo for activities considered unacceptable from a 
sustainability risk perspective. An activity for which there is a bank wide embargo will not be 
cleared. For this ‘embargo’, no exceptions are allowed, unless approved by the Sustainability Risk 
Department.  
 

4. MONITORING AND REPORTING

Other tools

3. APPROVAL

2. ASSESSMENT

1. RISK DETERMINATION

PROCESS

Medium risk

• Sustainability risk 

assessment

• Gap analysis of client

performance vs

transaction risk

High risk

• In-depth sustainability 

risk assessment

• Gap analysis of client

performance vs

transaction risk
Low risk

• No further action

Identifying transaction’s sustainability risk

• Potential ESE impact and country-related issues

• Stakeholder attention (transaction/client) and transaction characteristics

Screening for bankwide embargos

Global 

Sustainability 

Index

Exclusion 

List

Below par (medium risk)

• Progress report

Below par (high risk)

• Progress report

• Supervision report

TOOLS

Action plan

formats

On/above par

• Standard monitoring

Low, medium or high risk?

Below, on or above par?

Below par

• Conditions and exceptions

• Performance enhancing measures

On/above par

• Standard conditions

Reporting

formats

Sector policies

Questionnaires

4. MONITORING AND REPORTING

Other tools

3. APPROVAL

2. ASSESSMENT

1. RISK DETERMINATION

PROCESS

Medium risk

• Sustainability risk 

assessment

• Gap analysis of client

performance vs

transaction risk

High risk

• In-depth sustainability 

risk assessment

• Gap analysis of client

performance vs

transaction risk
Low risk

• No further action

Identifying transaction’s sustainability risk

• Potential ESE impact and country-related issues

• Stakeholder attention (transaction/client) and transaction characteristics

Screening for bankwide embargos

Global 

Sustainability 

Index

Exclusion 

List

Below par (medium risk)

• Progress report

Below par (high risk)

• Progress report

• Supervision report

TOOLS

Action plan

formats

On/above par

• Standard monitoring

Low, medium or high risk?

Below, on or above par?

Below par

• Conditions and exceptions

• Performance enhancing measures

On/above par

• Standard conditions

Reporting

formats

Sector policies

Questionnaires
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2.1.2. Checking the transaction’s sustainability risk  
 
If there is no bank-wide embargo for the transaction, its sustainability risk level (low, medium, 
high) is checked on the basis of the Global Sustainability Risk Index (see Appendix III).  
 
This index, developed and maintained by the Sustainability Risk Department, is a combination13 
of two risk factors: 
 

1. Potential ESE impact of the financed business activity: sustainability risks due to the 
potential ESE impact of the business activity in which the client and/or its supply chain is 
involved and that is financed with the lending transaction. The level of the potential ESE 
impact depends on the potential environmental impacts (such as negative impacts on the 
natural or human environment including changes to natural habitats, land, air or water and 
to plants or animals), the social impacts (such as negative impacts on labor conditions; 
communities in terms of health, safety or security; vulnerable groups; as well as on gender 
equality), and ethical issues (such as human rights issues, business activities in conflict 
areas, corruption and totalitarian regimes).  
 

2. Contextual issues regarding the countries or country in which the business activity takes 
place: sustainability risks associated with the business activity due to country or location 
specific issues (such as lack of a robust regulatory framework or limited means to enforce 
regulation). These factors may be aggravated if there exist concerns regarding specific 
ESE issues, such as illegal logging, dumping, labor rights, political instability, corruption 
practices, transparency issues, etc. These contextual sensitivities are especially relevant 
in the case of emerging economies with weak governance structures.  

 
2.1.3. Establishing the transaction’s sustainability risk  
 
The Global Sustainability Risk Index provides a standard rating of the sustainability risk level for 
lending transactions, without reflecting the specific aspects of a transaction. Therefore, the 
standard rating (low, medium, high) needs to be confirmed or adjusted to incorporate two specific 
risk factors: stakeholder concern and the transaction’s characteristics.  
 

1. Stakeholder concern regarding the business activity or client. The bank and its clients need 
to be sensitive to stakeholder concerns, recognizing that the bank’s stakeholders consist 
of a large and diverse group with different perspectives and opinions and that stakeholder 
concerns evolve over time due to technological developments, changing sustainability 
concerns and other (un)foreseen developments. 

  
If a lending transaction involves a client and/or business activity that has severe and 
persistent concern from a broad group of the bank’s stakeholders, the standard rating 
should be increased with one notch. This implies that the rating of a transaction with a 
standard rating of low or medium on the Global Sustainability Risk Index, is adjusted to 
medium or high, respectively, in the case of intense stakeholder scrutiny.  

 

 
13 For transactions where the business activity or country is not defined ex ante, the sustainability risk level may be indicated on the basis of one factor. 
If the transaction takes place in several countries, the sustainability risk level is checked against the country with the highest risk. 
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2. Transaction characteristics. The sustainability risk level can increase or decrease 
depending on the characteristics of the transaction, such as: client, nature (type of 
lending), facility (committed or uncommitted), credit line, size, and term. To reflect this, 
the standard risk level can be adjusted upward or downward with one notch when justified 
by any of these transaction’s characteristics. 

 
Any adjustment of the rating (low, medium, high) has to be approved by the Sustainability Risk 
Department.  
 
Following the incorporation of the two above-mentioned risk factors, the bank has established 
the transaction’s sustainability risk level as low, medium, or high.  
 

2.2. Assessment 
 
2.2.1. Assessment of the client’s sustainability performance 
 
The second step is the assessment of the client’s sustainability performance with a focus on its 
capacity, commitment and track record in managing the sustainability risks associated with the 
transaction. The bank assesses whether the identified sustainability risks (including potential ESE 
impacts and contextual issues) are adequately mitigated and managed by the client. In case of 
existing stakeholder concerns, the due diligence will review the extent and scope of these 
stakeholder concerns and assess the client’s responsiveness.  
 

2.2.2. Due diligence intensity 
 
The due diligence takes place at an intensity level that corresponds with the determined 
sustainability risk level (see paragraph 2.1.3), as shown below. For medium and high-risk 
transactions, the due diligence results in a gap analysis of the client’s sustainability performance 
versus the required sustainability performance. 
 

1. Due diligence of low-risk transactions: Based on the assumption that a screening to 
confirm compliance with applicable international and national law (including licences and 
permits), is part of the normal approval procedure, no additional action is required.  
 

2. Due diligence of medium-risk transactions: A generic sustainability risk assessment to 
assess the client’s sustainability performance. Such generic assessment is based on a 
standard set of tools and methods (such as a standard questionnaire) in order to assess: 

▪ the client’s capacity, commitment and track record for managing the ESE risks 
associated with the transaction, in connection with the country context;  

▪ the client’s different mitigation measures for addressing the ESE impacts, including 
adoption by the client of good international standards (including ambient and 
discharge standards), and the client’s supply chain management. 

3. Due diligence of high-risk transactions: A thorough sustainability risk assessment to 
assess the client’s sustainability performance. Such thorough assessment is based on 
specific tools and methods developed for the relevant business activity or type of client, 
in order to assess in-depth: 
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▪ the client’s capacity, commitment and track record for managing the general and 
sector-specific ESE risks associated with the transaction, in connection with the 
country context.  

▪ the client’s different mitigation measures for addressing the ESE impacts; including 
adoption by the client of good international standards (including ambient and 
discharge standards), and the client’s supply chain management.  

▪ where applicable, principles related to corporate transparency, accountability and 
stakeholder engagement.  

 

2.3. Approval 
 

The third step is approval of the transaction from a sustainability risk management 
perspective. If the due diligence process leads to the conclusion that the client’s 
sustainability performance is on (or above) par with the transaction’s risk level, the bank 
will not require any performance enhancing measures.  

 
If the client’s sustainability performance is below par, the bank will agree with the client, 
by the right escalation level14, performance enhancing and/or monitoring measures that 
should focus on measurable bridging the gap between the client’s current sustainability 
performance and the required performance. If justified, the bank may agree with the client 
exceptions to bank requirements, which however should not extend to a period of 2 years 
and be clearly defined. Within this period the performance enhancing and/or monitoring 
measures should have resulted in an ‘on’ or ‘above’ par performance and therefore 
compliance with the bank’s requirements.  

 
All lending transactions should include the rating of its sustainability risk level and of the 
client’s sustainability performance in their documentation for approval, including any 
justifications for the adjustments made to the ratings, as well as the due diligence findings 
(including the results of the gap analysis), conclusions, and recommendations, with a 
clear reference to compliance with the bank’s requirements.  

 
In line with the bank’s commitment to promoting good international practice, the bank’s 
recommendations typically include the following: compliance with national law, including 
licenses and permits; references to good international standards, including ambient and 
discharge standards; mitigation of negative ESE impacts; and where applicable principles 
related to corporate transparency, accountability and stakeholder engagement. 

 

2.4. Monitoring and reporting 
 

The fourth step is monitoring. The bank’s monitoring will focus on lending transactions 
with a high sustainability risk level and clients with a sustainability performance that is 
below par, and are subject to conditions, exceptions or performance enhancing measures. 
The bank will monitor compliance with its conditions and measures as long as the bank 
maintains a financial interest in the transaction.  

 

 
14 This follows standard DBM procedures and the Three Lines of Defense Model. 
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The monitoring effort will be commensurate with the scope of the identified gap between the 
client’s current sustainability performance and the required performance, as illustrated below. 
 

1. Monitoring of (low-, medium-, and high-risk) transactions where the client’s sustainability 
performance is on (or above) par with the transaction’s risk level: A standard monitoring 
exercise. 
 

2. Monitoring of medium-risk transactions where the client’s sustainability performance is 
below par with the transaction’s risk level: A standard monitoring exercise supplemented 
with periodic progress reports prepared by the client. 
 

3. Monitoring of high-risk transactions where the client’s sustainability performance is below 
par with the transaction’s risk level: A monitoring exercise consisting of periodic progress 
reports prepared by client and supervision reports prepared by the bank. 

 

3 Governance 
 
3.1. Implementation in operations  
 
The implementation is done according to the bank’s risk management system ‘Three Lines of 
Defense’ (3LoD) and the DBM Risk Charter. This approach ensures that sustainability risk 
management has a firm basis within the organization by dividing risk management 
responsibilities between different bank roles. The first line of defense (business management) 
has risk ownership, the second line (risk management and supporting functions) has risk control 
while the third line (audit) verifies risk assurance. 
 
To facilitate its work, the bank’s Credit Committee will invite the Sustainability Risk Department 
for consultation when this Committee considers high-risk transactions where the client’s 
sustainability performance is below par with the transaction’s risk level.  
 

3.2. Risk Determination 
 
Screening of lending transactions to ensure compliance with a bank wide embargo is executed 
by first line and, upon request, validated by second line. 
 
The Sustainability Risk Department is responsible for the development and periodic updating of 
the Global Sustainability Risk Index on the basis of which the standard sustainability risk level 
rating is provided.  
 
The confirmation or any adjustment to the standard sustainability risk level rating is the 
responsibility of the first line, and, for standard high-risk ratings, validated by the second line.  
 

3.3. Assessment  
 
The responsibility for the due diligence is as follows.  
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1. Due diligence exercise of low sustainability risk transactions: executed and validated by 
first line.  

2. Due diligence exercise of medium risk transactions: executed by first line and validated by 
second line (Credit Risk Management), by means of specific guidelines and tools 
developed by the first line and validated by the second line (Sustainability Risk 
Department).  

3. Due diligence exercise of high risk transactions: executed by first line and validated by 
second line (the Sustainability Risk Department) by means of specific guidelines and tools 
developed by the Sustainability Risk Department. 

 

3.4. Approval of the transaction from a sustainability risk management 
perspective 
 
The first line has responsibility for reaching agreement with the client on possible sustainability 
related conditions and/or performance enhancing measures. The agreements are validated by 
the second line: credit risk management for transaction with a medium sustainability risk level, 
and the Sustainability Risk Department for transaction with a high risk sustainability risk level. 
Exceptions to bank requirements have to be validated by the Sustainability Risk Department. 

 

3.5. Monitoring  
 
The monitoring of compliance with the sustainability related conditions and measures is both a 
first and a second line responsibility. The responsibility for monitoring is as follows: 
 

1. Monitoring of (low-, medium-, and high-risk) transactions where the client’s sustainability 
performance is on (or above) par with the transaction’s risk level: executed by first line 
 

2. Monitoring of medium-risk transactions where the client’s sustainability performance is 
below par with the transaction’s risk level: executed by first line and validated by second 
line (Credit Risk Management) 
 

3. Monitoring of high-risk transactions where the client’s sustainability performance is below 
par with the transaction’s risk level: executed by first line, and validated by second line (the 
Sustainability Risk Department) under specific formats and schedules developed by the 
Sustainability Risk Department. 

4.  
 LOW MEDIUM HIGH 

 Execution Validation Execution Validation Execution Validation 

Risk determination Acc. Mgt Credit Risk Acc. Mgt Credit Risk Acc. Mgt Credit Risk 

Assessment - - Acc. Mgt Credit Risk Acc. Mgt Sus Risk 

Approval Acc. Mgt - Acc. Mgt Credit Risk Acc. Mgt Sus Risk 

Monitoring and 
reporting 

Acc. Mgt - Acc. Mgt 
Credit Risk 

(if below par) 
Acc. Mgt 

Sus Risk 
(if below par) 

       



                                                                                          RECOMMENDATIONS FOR ENHANCING THE DEVELOPMENT BANK OF MONGOLIA’S                        
                                                                                                                                          CAPACITY FOR FINANCING NATIONAL SUSTAINABLE DEVELOPMENT                       

67 

 

Appendix I – Sustainability Risk Management Framework 
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Appendix II – Exclusion List  
 
DBM will not engage with clients, transactions or activities that are linked to the following 
practices: 

 
Practices that are contravening conservation efforts: 

1. Trade in wildlife or wildlife products regulated under CITES15 
Logging of or trade in illegally harvested or uncertified16 timber as well 
logging in primary/growth forest of ecological significance 

2. Activities resulting in significant conversion or degradation of a critical 
habitat17  

 

Practices that are considered as substandard:   

3. Activities violating the Basel Convention on the Control of Transboundary 
Movements of Hazardous Wastes and their Disposals  

4. Shipment of oil or other hazardous substances in single hull tankers or 
tankers not compliant with IMO requirements18   

5. Production of or trade in or use of unbounded asbestos fibers 

6. Production of or trade in pharmaceuticals, pesticide/herbicides, chemicals 
and ozone depleting substances subject to international phase outs or bans 

 

Practices that are considered unethical, harmful, exploitative, or abusive: 

7. Activities involving child labor, the exploitation of children, bonded and/or 
forced (child) labor 

8. Production of, trade in or distribution of tobacco products violating the 
Framework Convention on Tobacco Control by the World Health Organization  

9. Trans-border commerce of waste disposals or disposable products, except 
un-dangerous waste for recycling purposes 

10. Production of, trade in or distribution of controversial weapons (cluster 
bombs, anti personnel mines, nuclear, chemical or biological weapons) 

11. Mining of and trade in rough diamonds unless Kimberley Process certified   

12. Resettlement of indigenous and/or vulnerable groups without adequate 
compensation 

 
15  Convention on International Trade in Endangered Species of wild Fauna (www.cites.org).  
16  Timber in the process of being certified is considered as certified. 
17  Critical habitat includes areas with high biodiversity value that meet the criteria of the IUCN classification, including habitat required for the survival 

of critically endangered or endangered species as defined by the IUCN Red List of Threatened Species or as defined in any national legislation; 
Primary Forest or forests of High Conservation Value shall be considered Critical Habitats.   

18 This includes: tankers which do not have all required MARPOL SOLAS certificates (including, without limitation, ISM Code compliance), tankers 
blacklisted by the European Union or banned by the Paris Memorandum of Understanding on Port State Control (Paris MOU) and tankers due for 
phase out under MARPOL regulation 13G.  

 

http://www.cites.org/
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Appendix III – Global Sustainability Risk Index for Mongolia 

 
The Global Sustainability Risk Index consists of a combination of two risk factors.  

 

1. Potential ESE impact of the financed business activity 
 
The Index will indicate the sustainability risk level of a broad group of relevant business activities 
with the following levels of risk:   
 

• Low: business activity with a low risk profile due to minimal or limited risk of ESE impact;  

• Medium: business activity with a moderate risk profile due to risk of specific ESE impacts, 
that are restricted in number, generally site-specific, largely reversible and readily 
addressed through mitigation measures and international best practice; 

• High: business activity with a high risk profile due to risk of significant and/or long-term 
adverse ESE impacts that are sensitive, diverse, or unprecedented.   

 

2. Contextual issues regarding the country in which the business activity 
takes place 

The Index will include a Country List with Sustainability Ratings, dividing the countries in low, 
medium or high risk and showing the performance of a country on several sustainability related 
indices.   
 

E&S RISK LEVEL FOR MONGOLIA, BY SUB-SECTORS 

  Sector Sub-sector ESE impact level E&S risk level 

1 AGRICULTURE Forestry HIGH HIGH 

2 Agriculture MEDIUM MEDIUM 

3 Fishery MEDIUM MEDIUM 

4 Horticulture MEDIUM MEDIUM 

5 Farming Cattle MEDIUM MEDIUM 

6 Farming Other Animals MEDIUM MEDIUM 

7 Agricultural Related Auctions MEDIUM MEDIUM 

8 AUTOMOTIVE Wholesale Commercial Vehicles LOW MEDIUM 

9 Dealers Commercial Vehicles MEDIUM MEDIUM 

10 Wholesale Motor Vehicles LOW MEDIUM 

11 Retail Motor Vehicles LOW MEDIUM 

12 Automotive Service MEDIUM MEDIUM 

13 Wholesale Car Parts & Accessories LOW MEDIUM 

14 Retail Car Parts & Accessories LOW MEDIUM 

15 Independent Fuel Stations HIGH HIGH 

16 BUILDING & 
CONSTRUCTION 

Heavy Construction HIGH HIGH 

17 Sub-Contractors LOW MEDIUM 
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18 Home Construction MEDIUM MEDIUM 

19 Real Estate Development LOW MEDIUM 

20 Real Estate Owned LOW MEDIUM 

21 Real Estate Investment Entities LOW MEDIUM 

22 BUSINESS 
SERVICES 

Leasing Aircraft MEDIUM MEDIUM 

23 Leasing Commercial Vehicles MEDIUM MEDIUM 

24 Leasing Machinery & Metal Products LOW MEDIUM 

25 Research & Engineering LOW MEDIUM 

26 Legal & Accounting Activities LOW MEDIUM 

27 Management Consultancy LOW MEDIUM 

28 Employment Services & Management 
Training 

LOW MEDIUM 

29 Other Commercial Services LOW MEDIUM 

30 Financial Administration LOW MEDIUM 

31 Waste & Disposal Services LOW MEDIUM 

32 Contract Research MEDIUM MEDIUM 

33 Leasing Motor Vehicles LOW MEDIUM 

34 Renting Recreational Products LOW MEDIUM 

35 Personal Services LOW MEDIUM 

36 Marketing Communications LOW MEDIUM 

37 Commercial Banks LOW MEDIUM 

38 Insurance Composite LOW MEDIUM 

39 Insurance Brokers LOW MEDIUM 

40 Non-Life Insurance LOW MEDIUM 

41 Monoline Insurance LOW MEDIUM 

42 Reinsurance LOW MEDIUM 

43 Life Insurance LOW MEDIUM 

44 Asset Managers LOW MEDIUM 

45 Consumer Finance LOW MEDIUM 

46 Commercial Finance LOW MEDIUM 

47 Specialty Finance LOW MEDIUM 

48 Exchanges & Clearing LOW MEDIUM 

49 Securities Brokers & Dealers LOW MEDIUM 

50 Investment Bank LOW MEDIUM 

51 Mortgage Finance LOW MEDIUM 

52 Private Equity Investment & Venture 
Capital 

LOW MEDIUM 

53 Pension Funds LOW MEDIUM 

54 Hedge Funds LOW MEDIUM 

55 Charities & Endowments LOW MEDIUM 

56 Leveraged Funds – Non-Hedge Funds LOW MEDIUM 

57 Un-Leveraged Funds LOW MEDIUM 
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58 Other Funds LOW MEDIUM 

59 IT Services LOW MEDIUM 

60 Internet Services LOW MEDIUM 

61 Publishers Computer Software LOW MEDIUM 

62 Leasing Technology Goods LOW MEDIUM 

63 Export Credit Agency/Insurance LOW MEDIUM 

64 Export-Import Bank LOW MEDIUM 

65 Central Administration & Public 
Services 

LOW MEDIUM 

66 Regional Administration & Public 
Services 

LOW MEDIUM 

67 International & Supranational 
Organizations 

LOW MEDIUM 

68 CHEMICALS AND 
FARMA 

Manufacturing Basic Chemicals HIGH HIGH 

69 Manufacturing Specialty Chemicals HIGH HIGH 

70 Biotechnology Drugs MEDIUM MEDIUM 

71 Manufacturing Drugs HIGH HIGH 

72 Wholesale Drugs MEDIUM MEDIUM 

73 Retail Drugs MEDIUM MEDIUM 

74 DIVERSIFIED Private Individuals LOW MEDIUM 

75 ENERGY Non Integrated Oil & Gas HIGH HIGH 

76 Captive Fuel Stations MEDIUM MEDIUM 

77 Wholesale Fuels MEDIUM MEDIUM 

78 Processing Nuclear Fuel HIGH HIGH 

79 Integrated Oil & Gas HIGH HIGH 

80 Oil & Gas Services HIGH HIGH 

81 Fuel Pipelines HIGH HIGH 

82 Manufacturing Industrial Gasses HIGH HIGH 

83 Power Generation HIGH HIGH 

84 Power Distribution & Transportation HIGH HIGH 

85 Integrated Power HIGH HIGH 

86 Gas Distribution HIGH HIGH 

87 Water Collection, Treatment & 
Distribution 

MEDIUM MEDIUM 

88 Multi-utilities HIGH HIGH 

89 FOOD Wholesale Food LOW MEDIUM 

90 Retail Food LOW MEDIUM 

91 LEISURE Gambling & Casino Facilities MEDIUM MEDIUM 

92 Hotels & Resorts MEDIUM MEDIUM 

93 Recreational Services LOW MEDIUM 

94 Commercial Sports & Facilities LOW MEDIUM 

95 Cultural Activities LOW MEDIUM 

96 Restaurants & Bars MEDIUM MEDIUM 

97 Travel & Tourism Related Services MEDIUM MEDIUM 
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98 MANUFACTURING 
& CAPITAL 

GOODS 

Manufacturing Pulp & Paper HIGH HIGH 

99 Manufacturing Other Non-Ferrous 
Metals 

HIGH HIGH 

100 Manufacturing Steel HIGH HIGH 

101 Manufacturing & Wholesale 
Diamonds 

MEDIUM MEDIUM 

102 Manufacturing Wood Products MEDIUM MEDIUM 

103 Manufacturing Non-Metallic Mineral 
Products 

MEDIUM MEDIUM 

104 Manufacturing Other Building 
Materials 

MEDIUM MEDIUM 

105 Manufacturing & Wholesale Aircraft MEDIUM MEDIUM 

106 Manufacturing Defense Equipment MEDIUM MEDIUM 

107 Manufacturing & Wholesale 
Packaging Materials 

MEDIUM MEDIUM 

108 Manufacturing Rubber Products MEDIUM MEDIUM 

109 Manufacturing Plastic Products MEDIUM MEDIUM 

110 Manufacturing Appliance 
Components 

MEDIUM MEDIUM 

111 Manufacturing Electronic Equipment MEDIUM MEDIUM 

112 Manufacturing Commercial Vehicles MEDIUM MEDIUM 

113 Manufacturing Ships MEDIUM MEDIUM 

114 Manufacturing Other Transportation 
Equipment 

HIGH HIGH 

115 Metal Working MEDIUM MEDIUM 

116 Manufacturing Metal Products MEDIUM MEDIUM 

117 Manufacturing General Machinery MEDIUM MEDIUM 

118 Manufacturing Lifting & Handling 
Equipment 

MEDIUM MEDIUM 

119 Manufacturing Electrical Machinery MEDIUM MEDIUM 

120 Manufacturing Measuring & Control 
Machinery 

MEDIUM MEDIUM 

121 Manufacturing Optical Instruments LOW MEDIUM 

122 Manufacturing Special Industrial 
Machinery 

MEDIUM MEDIUM 

123 Manufacturing Motor Vehicles MEDIUM MEDIUM 

124 Manufacturing Automotive 
Components 

MEDIUM MEDIUM 

125 Manufacturing Tires HIGH HIGH 

126 Manufacturing Beer MEDIUM MEDIUM 

127 Manufacturing Wine & Spirits MEDIUM MEDIUM 

128 Manufacturing Soft Drinks MEDIUM MEDIUM 

129 Manufacturing Meat MEDIUM MEDIUM 

130 Manufacturing Sugar MEDIUM MEDIUM 

131 Manufacturing Other Food Products MEDIUM MEDIUM 

132 Manufacturing Tobacco MEDIUM MEDIUM 

133 Manufacturing Domestic Appliances MEDIUM MEDIUM 



                                                                                          RECOMMENDATIONS FOR ENHANCING THE DEVELOPMENT BANK OF MONGOLIA’S                        
                                                                                                                                          CAPACITY FOR FINANCING NATIONAL SUSTAINABLE DEVELOPMENT                       

73 

 

134 Manufacturing Other Durable 
Household Products 

MEDIUM MEDIUM 

135 Manufacturing Nondurable 
Household Products 

HIGH HIGH 

136 Manufacturing Furniture MEDIUM MEDIUM 

137 Manufacturing Other Furnishings MEDIUM MEDIUM 

138 Manufacturing Consumer Electronics MEDIUM MEDIUM 

139 Manufacturing Photographic 
Equipment 

MEDIUM MEDIUM 

140 Manufacturing Other Recreational 
Products 

MEDIUM MEDIUM 

141 Manufacturing Toys & Games MEDIUM MEDIUM 

142 Manufacturing Textiles HIGH HIGH 

143 Manufacturing Apparel & Sportswear HIGH HIGH 

144 Manufacturing Leather HIGH HIGH 

145 Manufacturing Accessories HIGH HIGH 

146 Manufacturing Footwear MEDIUM MEDIUM 

147 Manufacturing Personal Care HIGH HIGH 

148 Manufacturing & Wholesale Medical & 
Surgical Equipment 

MEDIUM MEDIUM 

149 Manufacturing & Wholesale Medical 
Supplies 

MEDIUM MEDIUM 

150 Manufacturing Computer Hardware MEDIUM MEDIUM 

151 Electronic Manufacturing Services MEDIUM MEDIUM 

152 Manufacturing Office Equipment MEDIUM MEDIUM 

153 Manufacturing Semiconductors MEDIUM MEDIUM 

154 Manufacturing Telecom Equipment MEDIUM MEDIUM 

155 MINING AND 
QUARRYING 

Mining Bauxite & Manufacturing 
Aluminum 

HIGH HIGH 

156 Mining Coal HIGH HIGH 

157 Mining Diamonds HIGH HIGH 

158 Mining & Manufacturing Other Basic 
Materials 

HIGH HIGH 

159 Mining & Manufacturing Gold HIGH HIGH 

160 Mining & Manufacturing Other 
Precious Metals 

HIGH HIGH 

161 PUBLIC SECTOR General Health Services MEDIUM MEDIUM 

162 Medical Practices LOW MEDIUM 

163 Nursing & Personal Care Services MEDIUM MEDIUM 

164 Educational Services LOW MEDIUM 

165 Central Bank LOW MEDIUM 

166 Multilateral Finance Institutions LOW MEDIUM 

167 RETAIL Wholesale Apparel, Footwear & Sports 
Goods 

LOW MEDIUM 

168 Retail Apparel, Footwear & Sports 
Goods 

LOW MEDIUM 

169 Wholesale Accessories LOW MEDIUM 

170 Wholesale Broadline LOW MEDIUM 
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171 Retail Broadline LOW MEDIUM 

172 Wholesale Home Decoration LOW MEDIUM 

173 Retail Home Decoration LOW MEDIUM 

174 Renting of Personal & Household 
Goods 

LOW MEDIUM 

175 Wholesale Consumer Appliances LOW MEDIUM 

176 Retail Consumer Appliances LOW MEDIUM 

177 Wholesale Other Household Goods LOW MEDIUM 

178 Retail Other Household Goods LOW MEDIUM 

179 Retail Accessories LOW MEDIUM 

180 TMT Printing MEDIUM MEDIUM 

181 Radio, TV and Cable LOW MEDIUM 

182 Motion Picture Production & 
Distribution 

LOW MEDIUM 

183 Publishing LOW MEDIUM 

184 Publishing Sound Recordings LOW MEDIUM 

185 Fixed line Telecom LOW MEDIUM 

186 Mobile Telecom LOW MEDIUM 

187 Wholesale Technology Goods LOW MEDIUM 

188 TRADE & 
COMMODITY 

FINANCE 

Wholesale Chemicals HIGH HIGH 

189 Wholesale Raw Lumber, Pulp & Paper LOW MEDIUM 

190 Wholesale Aluminum LOW MEDIUM 

191 Wholesale Other Non-Ferrous Metals LOW MEDIUM 

192 Wholesale Steel LOW MEDIUM 

193 Wholesale Other Basic Materials LOW MEDIUM 

194 Wholesale Building Materials LOW MEDIUM 

195 Wholesale Rubber & Plastic Products LOW MEDIUM 

196 Wholesale Machinery & Metal 
Products 

LOW MEDIUM 

197 Wholesale Agriculture MEDIUM MEDIUM 

198 Wholesale Hides, Skins & Leather MEDIUM MEDIUM 

199 TRANSPORT & 
LOGISTICS 

Delivery Services LOW MEDIUM 

200 Freight Transport Sea MEDIUM MEDIUM 

201 Freight Transport Inland Water MEDIUM MEDIUM 

202 Freight Transport Rail MEDIUM MEDIUM 

203 Transport Services Land LOW MEDIUM 

204 Transport Services Water LOW MEDIUM 

205 Transport Services Air LOW MEDIUM 

206 Freight Transport Road LOW MEDIUM 

207 Passenger Transport Air MEDIUM MEDIUM 

208 Passenger Transport Rail, Road & 
Water 

LOW MEDIUM 
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Appendix IV - Illustrative list of High Risk ESE Activities 
 

The following is an illustrative list containing examples of the types of activities, divided by sector, 
that are generally considered high ESE risk. 

Energy 

1. Extraction of petroleum and natural gas for commercial purposes. 

2. Construction of overhead electrical power transmission lines. 

3. Large-scale installations for storage of petroleum, petrochemical, or chemical products. 

4. Large-scale crude oil refineries (excluding undertakings manufacturing only lubricants from 
crude oil) and installations. 

5. Medium- to large-scale thermal power stations and other combustion installations, and 
nuclear power stations and other nuclear reactors, including the dismantling or 
decommissioning of such power stations or reactors (except research installations for the 
production and conversion of fissionable and fertile materials, whose maximum power does 
not exceed 1 kilowatt continuous thermal load). 

6. Installations designed for the production, or enrichment of nuclear fuels, the reprocessing, 
storage or final disposal of irradiated nuclear fuels, or for the storage, disposal or processing 
of radioactive waste. 

7. Large dams and other impoundments designed for the holding back or permanent storage of 
water. 

8. Large-scale municipal waste-water treatment plants. 

9. Municipal solid waste-processing and disposal facilities. 

 

Extractive industries 

10. Peat extraction, quarries and open-cast mining, and processing of metal ores or coal. 

11. Large-scale logging. 

 

Agriculture 

12. Large-scale tourism and retail development. 

13. Large-scale land reclamation. 

14. Large-scale primary agriculture involving intensification or conversion of natural habitats. 

15. Large-scale plants for the tanning of hides and skins. 

16. Large-scale installations for the intensive rearing of poultry or pigs. 
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Manufacturing 

17. Integrated works for the initial smelting of cast-iron and steel, e.g. “installations for the 
production of primary steel by blast furnace route or direct reduction; installations for the 
production of non-ferrous crude metals from ore, concentrates or secondary raw materials by 
metallurgical, chemical or electrolytic processes. 

18. Large-scale installations for the extraction of asbestos and for the processing and 
transformation of asbestos and products containing asbestos. 

19. Chemical installations, i.e. those installations for the manufacture on an industrial scale of 
substances using chemical conversion processes, in which several units are juxtaposed and 
are functionally linked to one another and which are for the production of: basic organic 
chemicals; basic inorganic chemicals; phosphorous-, nitrogen- or potassium-based fertilizers 
(simple or compound fertilizers); basic plant health products and of biocides; basic 
pharmaceutical products using a chemical or biological process; explosives. 

20. Large-scale industrial plants for the production of pulp, paper and board from timber or similar 
fibrous materials with a production capacity exceeding 200 air-dried metric tonnes per day. 

 

Transportation 

21. Construction of motorways, express roads and lines for long-distance railway traffic and of 
airports; construction of a new road of four or more lanes, or realignment and/or widening of 
an existing road so as to provide four or more lanes. 

22. Pipelines, terminals, and associated facilities for the large-scale transport of gas, oil, and 
chemicals. 

23. Medium- to large-scale sea ports and also inland waterways; trading ports, piers for loading 
and unloading connected to land and outside ports (excluding ferry piers. 

24. Waste-processing and disposal installations for the incineration, chemical treatment or 
landfill of hazardous, toxic or dangerous wastes. 

25. large-scale groundwater abstraction activities or artificial groundwater recharge schemes. 

 

Cross-sectoral 

26. Activities which are planned to be carried out in sensitive locations or are likely to have a 
perceptible impact on such locations, even if the activity category does not appear in the 
above list. Such sensitive locations include National Parks and other protected areas 
identified by national or international law, and other sensitive locations of international, 
national or regional importance, such as wetlands, forests with high biodiversity value, areas 
of archaeological or cultural significance, and areas of importance for indigenous peoples or 
other vulnerable groups. 

27. Projects involving the involuntary resettlement of a significant number of affected people. 
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ANNEX VI: Sample Human Rights Statement 
 

DBM Position Statement on Human Rights 

DBM AND HUMAN RIGHTS  

DBM has a leading position with regard to 
national sustainable development and 
actively participates in addressing the 
Mongolia's socio-economic challenges and 
in achieving sustainable development 
through the improvement of living standards 
and the implementation of environmentally 
friendly projects and programs. Respecting 
human rights is an integral part of 
responsible business behavior. DBM is 
committed to its responsibility to treat 
people conscientiously and with dignity.  

  

This Position Statement is an integral part of 
DBM’s Sustainability Risk Management 
Framework. DBM recognizes the importance 
of human rights and acknowledges that 
companies, including financial service 
providers, can potentially have an impact on 
human rights. DBM recognizes that DBM can 
contribute to or be linked with potential 
adverse human rights impacts as a financial 
service provider via its business relations.   

 

PURPOSE AND SCOPE  

This statement applies to DBM’s entire organization and across all of the DBM’s business 
activities and relationships with third parties associated with those activities.  
  

Activities that fall within the scope of the statement are:  
I. Employee relations: governed by the DBM’s human resource policies;  

II. Business engagements: assessments of clients and all forms of commercial business 

engagements such as project finance, credit facilities, cash management, investments 

and advisory services. This statement is aligned with DBM’s Sustainability Risk 

Management Framework and DBM’s Exclusion List;  

III. Supplier/procurement engagements: screening and selection of suppliers and service 

suppliers.    

 

WHAT HUMAN RIGHTS STANDARDS DOES DBM APPLY? 

DBM supports the ‘Protect, Respect and Remedy’ Framework including the Guiding Principles on 
Business and Human Rights as endorsed by the UN Human Rights Council (UNGP). The 
framework rests on three pillars that should be understood as a coherent whole:  
 

1. The state duty to protect human rights; 

2. The corporate responsibility to respect human rights;   

3. The need for greater access to remedy for victims of business-related abuse.  

 

http://198.170.85.29/Ruggie-protect-respect-remedy-framework.pdf
http://198.170.85.29/Ruggie-protect-respect-remedy-framework.pdf
http://www.ohchr.org/EN/HRBodies/HRC/Pages/HRCIndex.aspx
http://www.ohchr.org/EN/HRBodies/HRC/Pages/HRCIndex.aspx
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For DBM, a company’s corporate responsibility to respect human rights means:   

▪ Adherence to the International Bill of Human Rights, the Universal 

Declaration of Human Rights, the International Covenant on Civil and 

Political Rights, and the International Covenant on Economic, Social and 

Cultural Rights. In addition, adherence to the principles of the eight 

International Labor Organization Core conventions.  

▪ Adherence to The Ten Principles of the United Nations Global Compact in 

the areas of human rights, labor, environment, and anti-corruption 

▪ Applying responsibility across all business activities and through 

relationships with third parties associated with those activities, such as in 

the supply chain.  

▪ Applying responsibility across the whole organization.  

▪ Where national law conflicts with human rights responsibility, complying 

with national law while respecting the international rights principles.    

▪ Commitment to robust ‘human rights due diligence’. Such due diligence 

should include the assessment of actual and potential human rights 

impacts and acting upon findings.   

▪ Commitment to engage continuously with external stakeholders in order to 

strengthen capacity to improve.   

▪ Commitment to track progress and performance, and report on these.   

 

Ad. I Employee engagements 
 
DBM’s policy is to ensure that the DBM’s operations are consistent with its human resources 
policies and standards.   

The human resource policies and procedures include, but are not restricted to:  

▪ Fully respecting and complying with national laws and international 

standards in the countries where the DBM operates;   

▪ Creating a culture of gender equality and diversity that offers equal 

opportunities to all;  

▪ Providing and maintaining a safe and healthy work environment for every 

employee;   

▪ Recognizing the rights of employees to freedom of association and 

collective bargaining;   

▪ Providing fair and competitive compensation which is commensurate with 

the job or task at hand;   

▪ Providing a workplace that is free from any form of harassment;    

▪ Encouraging its employees to uphold human rights throughout DBM;  

▪ Providing employees with a formal procedure to deal with complaints and 

grievances and with an avenue for reporting malpractices without fear of 

reprisal, as governed by the DBM's whistle-blowing policy. 

 

http://www.un.org/en/documents/udhr/
http://www.un.org/en/documents/udhr/
http://www.un.org/en/documents/udhr/
http://www.un.org/en/documents/udhr/
http://www.un.org/en/documents/udhr/
http://www.un.org/en/documents/udhr/
http://www.un.org/en/documents/udhr/
http://www2.ohchr.org/english/law/ccpr.htm
http://www2.ohchr.org/english/law/ccpr.htm
http://www2.ohchr.org/english/law/ccpr.htm
http://www2.ohchr.org/english/law/cescr.htm
http://www2.ohchr.org/english/law/cescr.htm
http://www2.ohchr.org/english/law/cescr.htm
http://www2.ohchr.org/english/law/cescr.htm
http://www2.ohchr.org/english/law/cescr.htm
http://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
http://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
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Ad. II Business engagements 

DBM seeks to engage with clients whose business practices demonstrate a high degree of 

governance and responsibility, including the responsibility to respect human rights in accordance 

with DBM’s position statement on human rights and sustainability policies. DBM has policies and 

procedures in place for selecting and screening DBM's clients, based on a number of criteria 

including human rights.  

In the due diligence, DBM assesses:  

• The client’s policies and practices in dealing with human rights relevant to its 

operations, including but not limited to workers’ rights, labor rights, land rights, 

children’s rights, the right to an adequate standard of living, and the rights to 

life, liberty and security of person.   

 

• Whether the client's policies and practices follow international standards as 

set by the UN, and international good practices such as membership of UN 

Global Compact, grievance mechanisms and principles such as Free Prior and 

Informed Consent    

 

• The client’s human rights due diligence processes and the monitoring of its 

human rights performance.  

DBM applies a strict Exclusion List of practices that contravene conservation efforts, substandard 

practices and practices considered unethical, harmful, exploitative or abusive. Many of these 

excluded practices are directly and indirectly linked to respect for human rights.  

Ad. III Supplier / procurement engagements 

DBM uses a supplier code of conduct as part of the legal agreement with suppliers, screens 
suppliers and expects suppliers to respect at least the following human rights principles:  
 

▪ Respect internationally proclaimed human rights.  

▪ Comply with national law and international regulations related to child 

labor. Suppliers are asked to remedy violations.  

▪ Respect the equality of all human beings and refrain from discrimination 

on the grounds of race, cast, origin, religion, disability, gender, sexual 

orientation, union or political affiliation, and age;   

▪ Respect the integrity of all workers. Suppliers will refrain from physical or 

psychological coercion of work.  

▪ Comply with applicable laws and regulation regarding working hours and 

wages.  

▪ Provide safe working conditions for their workers.  
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IMPLEMENTATION 
 

DBM has a strong commitment to enhance its business responsibility by implementing its 

Environmental and Social (E&S) Due Diligence and client engagement. DBM conducts E&S Due 

Diligence – including human rights – in addition to the existing policies and procedures regarding 

employee rights, client due diligence, supplier selection and country assessments. For 

transactions in high risk countries and conflict areas, DBM always applies an enhanced human 

rights due diligence.  

 

In order to recognize, prevent and mitigate risks related to human rights, the DBM will 

continuously promote an environment that is conducive to human rights due diligence.  

To this end, DBM will continuously work on:  

▪ Promoting a rights-aware culture and appropriate grievance mechanisms;  

▪ Roles and responsibilities involving (senior) management as well as the workforce; 

▪ Promoting a culture of gender equality and diversity that offers equal opportunities 

to all; 

 

DBM will report annually on progress and be transparent towards stakeholders.  
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ANNEX VII. Sample Sustainability Paragraph for Existing Policies  
 

 
Reputational Risk 
 
Reputational risk is the risk of damage to DBM’s reputation as a result of an event. Reputational 
damage can be the effect of any event, thus e.g. an operational risk event may lead to reputational 
damage. It means that reputational risk must be managed in the context of other risks. 
 
Reputation is the perception of the bank’s activities by its stakeholders, in particular clients and 
other business relations, employees, suppliers, investors and regulators/governmental bodies, 
compared to the expectations these stakeholders have.  
 

Sustainability Risk 
 
DBM aims to have a prominent position as a sustainable bank and explicitly endorses the 
importance of sustainability in its corporate strategy.  
 
Sustainability risk for DBM is the risk of practices by the bank and/or its business relations 
(including service providers) damaging the (sustainability) profile of the bank in the perception of 
the bank’s stakeholders. 
 
DBM counterparties may be exposed to sustainability (Environmental, Social and Ethical (“ESE”)) 
risk factors like environmental issues, sub-standard labor conditions, illegal financing and money-
laundering. In accordance with the DBM Sustainability Risk Policy for Lending the screening, 
determination, assessment and monitoring of these sustainability risk factors is performed by 
the bank as part of the client acceptance procedure, the deal origination and the annual review. 
In case of specific sustainability issues or high risk activities escalation to the 2nd line 
Sustainability Risk is required.  
 
DBM will not engage with transactions and activities, nor will it promote products that are linked 
to practices that are mentioned in the Sustainability Risk Policy’s Exclusion List.   
 

Sustainability Risk Monitoring 
 
DBM’s monitoring is focused on clients with a sustainability risk performance that is subject to 
improvement. The monitoring effort will be commensurate with the scope of the identified gap 
between the client’s current sustainability performance and the required performance. DBM 
monitors the client’s compliance with the bank’s conditions and mutually agreed measures, as 
long as the bank maintains a financial interest in the transaction.  
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ANNEX VIII. Guidelines for the Implementation  
 
 
Guidelines for the Implementation of the Sustainability Risk Policy for Lending 
 

 
INTRODUCTION 

 
DBM’s approach to sustainability is one that encourages client intimacy and sector knowledge, 
leading to improved service and innovation. DBM’s ambition for sustainability is to fully integrate 
sustainability within the core activities of its organization and incorporate Environmental, Social 
and Ethical (ESE) aspects in its financing decisions. 
 
DBM provides financial services and products to a wide range of clients in diverse sectors.   
 

Context  
 
DBM’s Sustainability Risk Policy for Lending (“the Policy”) was approved by []; the Policy was 
completed with a Sustainability Risk Filter, the Global Sustainability Risk Index. The Policy covers 
all lending activities of DBM and its application is compulsory for all DBM business lines involved 
in those activities.  
 
In order to integrate the management of sustainability risks into our decision-making processes, 
we need to identify the sustainability risks of our financial services and assess how our clients 
address and manage the sustainability risks to which they are exposed. The approach for 
identifying the risks and assessing the sustainability performance of our clients is commensurate 
with the risk level and differentiates between the various client types and the nature of their 
activities. 
 
The DBM Sustainability Risk Framework highlights the contents of the Policy and includes the 
procedures and processes to contribute to responsible provision of financial services, in line with 
DBM’s strategy and approach to sustainability.  
 

Purpose and Scope 
 
To ensure that the bank’s sustainability standards are met in all lending operations, the 
Sustainability Risk Framework was developed that forms a common basis for all DBM’s business 
lines. The Sustainability Guidelines outline the specific approach and criteria that will guide their 
sustainability risk management, establishing the detailed procedures and processes to ensure 
the implementation of DBM’s Sustainability Risk Policies.  
 
By implementing the Sustainability Risk Policies, the Sustainability Risk Framework and its 
integrated Sustainability Guidelines envisages achieving five main goals: 

1. To adequately manage the sustainability risks, including reputation risks 
2. To improve the client’s commitment to a high sustainability performance 
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3. To identify sustainable finance and SDG finance opportunities 
4. To improve the quality of the DBM portfolio, and  
5. To improve the bank’s approach to its ESE responsibilities. 

The DBM Sustainability Risk Framework will cover all lending activities provided by DBM. 
 

 
DBM SUSTAINABILITY RISK POLICY FOR LENDING  
 
The Due Diligence Process 
 
The Sustainability Risk Policy for Lending describes the sustainability due diligence basic 
procedures, applicable to all lending activities within DBM.  
 
The Policy aims at identifying the sustainability risk level (low, medium, or high) of a financial 
service to be provided to a client through screening, checking, and the determination of the 
sustainability risk level. The results thereof need to be reflected in the Credit Proposal: in 
accordance with the Policy, the sustainability due diligence will become a part of the credit 
process.    
 
Screening against DBM's exclusion list 
 
The proposed financial service and client are screened for a bank-wide exclusion of activities 
considered unacceptable from a sustainability risk perspective. If the financial service or client is 
linked to an activity that the bank has excluded, the transaction will not be cleared. For this 
‘embargo’, no exceptions are allowed. The bank-wide embargo list (current version enclosed as 
appendix) can be consulted on DBM’S website. In case of doubt, the relationship manager should 
consult DBM Sustainability Risk. 
 
Application of the Global Sustainability Risk Index (GSRI) 
 
If a transaction is cleared, its sustainability risk level (low, medium, high) is checked on the basis 
of the Global Sustainability Risk Index (GSRI), also available on DBM Intranet. This index provides 
a sustainability risk rating based on a combination of two factors:  
 
(i) the potential Environmental, Social and Ethical (ESE) impact of the transaction to be 

financed. 
 

Taking into account the business activity that is to be financed, the Index identifies the level 
of risk related to the potential Environmental Impacts, the Social Impacts and the Ethical 
issues. 
 

(ii) the countries or country in which the transaction takes place. 
 
The risk also depends on the country or location specific issues; the Index will identify 
whether the contextual issues influence the risk level of the client's business activity. 

 
The GSRI refers to DBM Sustainability Risk to be involved and to support the sustainability due 
diligence process. 
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Determination of the Sustainability Risk Level  
 
The Global Sustainability Risk Index (GSRI)19 provides an indication of the Standard Sustainability 
Risk Level (low, medium, or high), but this standard rating is to be confirmed or adjusted 
depending on other risk factors: stakeholder concern and the transaction’s characteristics.  
 

In case of broad stakeholder / societal concerns about the environmental and social impacts 
of the business activity to be financed, the standard sustainability risk is to be increased with 
one level.  

 
Characteristics related to the transaction, such as: nature (type of lending), facility (committed 
or uncommitted), credit line, size, and term, may lead to an adjustment with one level of the 
standard sustainability risk either upward or downward. The adjustment of level should be 
consulted with DBM Sustainability Risk.  

 

The identified sustainability risk level will determine the next steps of the process, being: 
 

• In case of low sustainability risk, the Sustainability Risk Policy for Lending does not require 
any further due diligence.  

• In case of medium and high sustainability risk, the GSRI indicates which questions need to be 
answered in order to assess whether the client complies with the sustainability standards of 
the bank. 

 
Gap Analysis: Sustainability performance versus Sustainability Risk  
 
According to the Sustainability Risk Policy for lending, a "gap analysis" is needed for High and 
Medium Sustainability Risk to determine whether the identified sustainability risks are adequately 
mitigated and managed by the client.  
 
This gap analysis implies an assessment of the sustainability performance of the client in relation 
with the risk level. In order to execute these assessments, sustainability tools are being 
developed: the level of sophistication of the tools will depend on the potential sustainability 
impacts of the clients' sectors and the part they represent of the total portfolio.  
 
The outcome of the gap analysis will show whether the client is above par, on par or below par 
with respect to the bank standards. In case the client scores "below par", corrective actions need 
to be agreed with the client to ensure (future) compliance with the requirements of the bank.  
 

Policy Procedures  
 
Roles and Responsibilities  

 
The implementation and approval procedures depend on the correlation between the 
Sustainability Risk Level and the outcome of the gap analysis described above.  

 
19 The risk level as defined by the tool is based on country and sector risk levels used by international organizations like the IFC, EBRD 
etc.  



                                                                                          RECOMMENDATIONS FOR ENHANCING THE DEVELOPMENT BANK OF MONGOLIA’S                        
                                                                                                                                          CAPACITY FOR FINANCING NATIONAL SUSTAINABLE DEVELOPMENT                       

85 

 

 
It is the responsibility of the businesses, operating units and enablers: 
 

• To screen lending transactions to ensure compliance with a bank wide 
embargo; 

• To determine the sustainability risk level of the transaction;  

• To develop specific sustainability guidelines and tools;  
• To conduct the due diligence exercise; 
• To reach agreement with the client on possible sustainability related 

conditions and/or performance enhancing measures;  
• To monitor compliance with the sustainability related conditions and 

measures;  

• To provide DBM Sustainability Risk with needed information (previously agreed 
in terms of criteria / formats/ timelines) to enable DBM Sustainability Risk to 
complete its reporting on sustainability risk 

 

Validation, Approval and Escalation 
 

Low sustainability risk: 
 
In case the business has determined that the transaction has a low sustainability risk level, the 
Credit Risk Department will validate this risk level in the standard credit approval procedure. 
 
When the business and the Credit Risk Department disagree about the sustainability risk level, 
escalation to DBM Sustainability Risk is required.  
 

Medium sustainability risk: 
 
In case of medium sustainability risk, the Credit Risk Department needs to validate the findings 
of the assessment of the sustainability performance of the client and potential corrective actions. 
This is governed in the standard credit approval procedure. 
 
As above, in case of disagreement, escalation to DBM Sustainability Risk is required. 
 

High sustainability risk: 
 
In case of high sustainability risk, DBM Sustainability Risk needs to validate the findings of the 
assessment of the sustainability performance of the client and potential corrective actions. 
Hence, the business should send the the credit proposal, including all relevant documents, to DBM 
Sustainability Risk.  
 
In case the business and DBM Sustainability Risk disagree about the findings of the assessment 
and/or potential corrective actions, escalation to the relevant risk committee is required. 
 

Client Engagement 
 
If the application of the sustainability tools and the gap analysis leads to the conclusion that the 
client’s sustainability performance is on (or above) par with the Sustainability Risk Level, the 
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business can proceed following the credit standard procedures described in chapter 3 of this 
document.  
 
If a client’s sustainability performance is deemed to be below par, in accordance with the 
Sustainability Risk Policy for Lending, the Bank will engage to work with the client to improve its 
performance and enter into dialogue on the steps and responsibilities needed for achieving 
improvement.  
 
In the case that the client’s sustainability performance is below par, the bank will agree with the 
client, by the right escalation level20: 

• Possible exceptions that should not extend to a period of 2 years and be clearly 
defined; 

• Performance enhancing and/or monitoring measures that should focus on bridging 
the gap between the client’s current sustainability performance and the required 
performance. 

 
In line with the bank’s commitment to promoting good international practice, the bank’s 
recommendations typically include the following: compliance with national law, including 
licenses and permits; references to applicable international industry standards, mitigation of 
negative ESE impacts; and where applicable principles related to corporate transparency, 
accountability and stakeholder engagement. 
 

Monitoring  
 
Monitoring focuses on those transactions with a high risk sustainability level and clients with a 
sustainability performance that is below par, and are subject to conditions, exceptions or 
performance enhancing measures. The business will monitor compliance with the conditions and 
measures as long as the bank maintains a financial interest in the transaction.  
 
In accordance with the Sustainability Risk Policy for Lending, the monitoring effort will be 
commensurate with the scope of the identified gap between the client’s current sustainability 
performance and the required performance, as illustrated below. 
 

4. Monitoring of (low-, medium-, and high-risk) transactions where the client’s sustainability 
performance is on (or above) par: A standard monitoring exercise by updating the 
sustainability assessment at the credit revision date 

5. Monitoring of medium-risk transactions where the client’s sustainability performance is 
below par: A standard monitoring exercise supplemented with periodic progress reports  

6. Monitoring of high-risk transactions where the client’s sustainability performance is below 
par: An intensive monitoring and engagement exercise consisting of periodic progress 
reports   prepared by client and supervision reports prepared by the bank. 
 

Monitoring of clients scoring below par will take place in close co-operation with the business 
and DBM Sustainability Risk. 
 

 
20 This follows standard procedures and the Three Lines of Defense Model; please also refer to Chapter 3 

“Implementation Process”  
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Reporting 
 

On a monthly basis the business will provide DBM Sustainability Risk with information in a 
previously agreed form and substance to enable DBM Sustainability Risk to complete its reporting 
on sustainability risk.  
 

PROCESS FLOWS 
 
Governance Agreements  
 
The Sustainability Guidelines describe the compulsory procedures to be followed in the Credit 
Process: Credit Proposals will need to reflect the application of the Sustainability Risk Policy for 
Lending and the provisions of the DBM Sustainability Risk Framework. 
The implementation of the Sustainability Risk Framework and Guidelines will take place in 
accordance with the Three Lines of Defense (3LoD) model. It has been agreed with DBM 
Sustainability Risk the responsibilities regarding the implementation of the Sustainability 
Guidelines will be as follows:  
 

• Screening of files to ensure compliance with a bank wide embargo, existing 
sustainability policies and for the risk determination: responsibility of the account 
manager; DBM Sustainability Risk will supervise the results and advice when 
necessary. 

 

• Due Diligence: responsibility of the account manager; in case of medium and high 
sustainability risk level, the account manager consults DBM Sustainability Risk 
which will revert with confirmation and/ or comments. In case of high-risk, the due 
diligence will also need to be validated by DBM Sustainability Risk. 

 

• Client Engagement: the account manager is responsible for reaching agreements 
with the client on possible conditions and/or measures; these agreements need to 
be validated by, or to be obtained with the support of DBM Sustainability Risk; in 
case of medium- and high-risk, the agreements are validated by DBM Sustainability 
Risk: Credit Risk Management in case of a medium sustainability risk level, and 
DBM Sustainability Risk in case of a high risk sustainability risk level.  

 

• Monitoring: the account manager is responsible for monitoring its files; in case of 
medium-risk transactions where the client’s sustainability performance is below 
par, the monitoring results are reported to and validated by DBM Sustainability 
Risk; in case of high-risk transactions where the client’s sustainability performance 
is below par, the monitoring results will need validation by DBM Sustainability Risk.  

 
• Reporting: the business will ensure that monitoring is taking place and will report 

to DBM Sustainability Risk the progresses thereof.   
 
For all transactions involving the financing of a capital investment, and / or transactions 
responding to the Application of the Equator Principles, an advice by DBM Sustainability Risk is 
compulsory.  
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If the approval of a file might violate any of the DBM’s sustainability risk policy and criteria or if 
this approval would represent a high sustainability risk for the bank, the business will request 
DBM Sustainability Risk to validate the decision.  
 
DBM Sustainability risk will – in close collaboration with the business – provide all necessary 
support to the DBM staff, in the form of training, coaching and assistance when requested, in 
order to ensure the adequate implementation of the current Sustainability Risk Framework and 
the consistent application of the Sustainability Risk Policies 
 
Application  
 
The application of the Sustainability Risk Policy for Lending implies:  
 

a) Risk Identification: need to identify the sustainability risk level of the transaction, making 
use of the Global Sustainability Risk Index 

b) Due Diligence: for Medium and High risk transactions, an assessment of the commitment, 
capacity and track record of the client takes place in order to determine if the client scores 
on par, above par or below par with the bank’s sustainability standards; these standards 
are to be found in the banks’ sector policies and / or the Sectors Sustainability 
Assessment Tools, validated by DBM Sustainability Risk. In addition, the transaction 
specific environmental and social risks should be assessed.   

c) The sustainability risk procedure is applicable to all Credit Proposals as from the date of 
enforcement of the Sustainability Risk Policies.  

d) Due diligence will take place for 1) new transactions and 2) review (annual) of existing 
transactions 3) event driven reviews (in case of e.g. an incident / NGO campaign) 

   
Enforcement  
 
The DBM Sustainability Risk Framework will be applicable to each of the DBM business lines as 
from the date of its approval.  
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Appendix I: Process flows 
 

   Sustainability Risk Assessment:  
 

                  
 
Client Engagement and Advisory as Part of Monitoring:  
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ANNEX IX: Sustainability Risk Management Questionnaire 
 

Sustainability Risk Management Questionnaire (for Corporates) 
 

 

 
 

Company name: Relationship Manager:

Contact person: Department:

Country: Date of assessment:

AGIC subsector:

No

Yes

No

Yes

Sustainability Risk Management Questionnaire

APPLICABLE SUBSECTORS

COMPANY

Company details

Does the company indicate to have all mandatory (valid) 

permits and licences?

Does the company declare to be in compliance with all 

applicable legislation?

No, company management is not aware of the environmental and social risks that may affect its business

[if so, please specify]

[if so, please specify]

Client's sustainability risk level 

in accordance with GSRI Tool:

Low

Medium

High

Policies

Does the company have a formal statement on 

sustainability and associated issues (H&S, supply chain 

responsibility, recycling) in place?

No, the company does not have any formal statement on sustainability

Yes, the company has a short statement on sustainability in policies and/or communication (website)

Yes, the company has a detailed Sustainability Policy

Yes, company management is aware of the environmental and social risks that may affect its business

Yes, company management is aware of the risks and opportunities that sustainability presents to its business

Awareness

Is company management aware of the potential 

sustainability risks and opportunities for its business?

Sustainability initiatives

No, the company does not adhere to any initiative

Yes, the company adhers to (a) general sustainability initiative(s)

Yes, the company adheres to (a) sector-specific sustainability initiative(s)

Does the company adhere to any specific Sustainability 

Initiative? If so, Please specify?

Legislation

[if no, please specify]

[if no, please specify]

Evidence

[Please provide the evidence to substantiate the response provided]

Evidence

[Please provide the evidence to substantiate the response provided]

REGULATION

COMMITMENT
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[if so, please specify]

[if so, please specify]

[if so, please specify]

[if so, please specify]

Yes No

Yes No 

Yes No

Compliance

Commitment

Capacity

Track record

Has the company, its business activities been subject to 

public scrutiny (media campaigns, commmunity protests, 

The company has taken no measures to mitigate the reputational risk for its business

If yes, what is the company's track record in these 

inspections according to the legal authority reports?

The company structurally receives recommendations for improvements, some of which are repetitive

The company occasionally receives recommendations for improvement, but implements action plans as a response

The company receives no / minor recommendations for improvement

Incidents and fatality

No

Inspection report

Did the company receive recommendations for improvement 

in a periodic inspection from legal authorities on compliance 

with environmental and social regulation?

No inspection required

Yes, the company improved the specific situation causing the incident/fatality as well as its overall safety management

Yes, the company improved the specific situation causing the incident/fatality
If yes, did the company take improvement measures to avoid 

similiar incidents/fatalities from happening in the future?

Yes, the company has assigned responsibility to a staff member with specific expertise on sustainability

Yes, the company has a dedicated sustainability program to incorporate sustainability 

in its operations including specific performance targets 

Responsibility

Has the company formally assigned responsibility for 

sustainability to one of its staff members?
No, the company has not assigned responsibility for sustainability

Yes, the company has assigned responsibility to a staff member with generic knowledge of sustainability

No, the company does not report on its sustainability achievements

Yes, the company reports on its sustainability performance and achievements in a chapter of its Annual Report or on its website

CONCLUSION

[Please provide additional information with regard to the sustainability profile of the client here]

No, the company has no management system in place

Yes, the company has an in-house management system to implement and monitor 

sustainability measures

Yes, the company has an externally certified management system with periodic audits 

to implement and monitor sustainability measures (ISO 14000, ISO 26000, SA 8000, 

RESULTS

Public scrutiny

Does the company have a management system in place to 

implement and monitor its sustainability measures?

Reporting

Does the company periodically report on its achievements in 

terms of sustainability?

TRACK RECORD

Overall result

Yes, the company reports on its sustainability performance and achievements in a separate Sustainability Report

The company set up adequate issue management to counter the specific issues at hand

The company set up a broader stakeholder engagement program to proactively manage its reputation

If yes, how did the company respond to this scrutiny?

Did the company experience any incident/fatality in operations 

during the past 5 years?

Quality assurance

Management

Does the company take specific measures to improve the 

sustainability performance of its operations?
No, the company does not take any measures to improve the sustainability performance of its operations

Yes, the company takes measures to reduce its environmental footprint (material 

efficiency, recycling) and/or improve the social conditions (HR, community impact) of 

CAPACITY

Evidence

[Please provide the evidence to substantiate the response provided]

Evidence

[Please provide the evidence to substantiate the response provided]
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Sustainability Risk Management Questionnaire (for SMEs) 
 

 
 
 
 
 
 
 
 
 

Company name: Relationship Manager:

Contact person: Department:

Country: Date of assessment:

AGIC subsector:

No

Yes

No

Yes

No

Yes

[if so, please specify]

[if so, please specify]

[if so, please specify]

[if so, please specify]

[Please provide the evidence to substantiate the response provided]

Sustainability initiatives

Does the company adhere to any specific Sustainability 

Initiative? If so, Please specify?

No, the company does not adhere to any initiative

Yes, the company adhers to any (inter)national sustainability initiative

Yes, the company adheres to any sector-specific sustainability initiative

Evidence

Does the company have a formal statement on sustainability 

and associated issues (H&S, supply chain responsibility, 

recycling) in place?

No, the company does not have a Sustainability Policy

Yes, the company has a Sustainability Policy addressing the relevant environmental and social issues to its business

Yes, the company has a detailed Sustainability Policy addressing the relevant issues and with a clear set of ethical/business principles

Performance standards

Does the company commit to any performance standards on 

sustainability issues (environment, social, health & safety, 

good governance)?

No, the company does not commit to any standards 

Yes, the company commits to clear standards on adequate sustainability performance 

Yes, the company commits to clear standards and measurable targets on adequate 

sustainability performance 

Awareness

Is company management aware of the potential sustainability 

risks and opportunities for its business?

No, company management is not aware of the risks and opportunities that may affect its business

Yes, company management is aware of these risks and opportunities and will respond to an issue on an as-needed basis

Yes, company management is a strong advocate for sustainability and wants to make it a key part of its business

Policies

[Please provide the evidence to substantiate the response provided]

COMMITMENT

Does the company research whether its (direct) suppliers 

comply with local legislation and applicable market 

standards?

[if no, please elaborate]

Evidence

Does the company indicate to be in compliance with any 

specific standards that are relevant to its sector and/or 

countries of operation?

[if no, please elaborate]

Legislation

Does the company declare to be in compliance with all 

applicable legislation?
[if no, please elaborate]

Client's sustainability risk level 

in accordance with GSRI Tool:

Low

Medium

High

REGULATION

Sustainability Risk Management Questionnaire

APPLICABLE SUBSECTORS

COMPANY

Company details
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[if so, please specify]

[if so, please specify]

Yes No

Yes No 

Yes No

Compliance

Commitment

Capacity

Track record

Overall result

CONCLUSION

[Please provide additional information with regard to the sustainability profile of the client here]

Evidence

[Please provide the evidence to substantiate the response provided]

RESULTS

Public scrutiny

Has the company, or its business activities been subject to public 

scrutiny (media campaigns, commmunity protests, political debate)?

If yes, how did the company respond to this scrutiny? The company has taken no measures to mitigate the reputational risk for its business

The company set up adequate issue management to counter the specific issues at hand

The company set up a broader issue management program to proactively manage its reputation

Inspection report

Did the company receive recommendations for improvement in a 

periodic inspection from legal authorities on compliance with 

environmental and social regulation?

No inspection required

If yes, what is the company's track record in these inspections 

according to the legal authority reports?
The company structurally receives recommendations for improvements, some of which are repetitive

The company occasionally receives recommendations for improvement, but implements action plans as a response

The company receives no / minor recommendations for improvement

Incidents and fatality

Did the company experience any incident/fatality in operations 

during the past 5 years?

If yes, did the company take improvement measures to avoid similiar 

incidents/fatalities from happening in the future?
No

Yes, the company improved the specific situation causing the incident/fatality

Yes, the company improved the specific situation causing the incident/fatality as well as its overall safety management

Evidence

[Please provide the evidence to substantiate the response provided]

TRACK RECORD

 No, the company is insufficiently aware of the sustainability issues in its supply chain

Yes, the company has mapped the sustainability issues in its supply chain and can take measures to mitigate risk on an as-needed basis

Yes, the company proactively engages with its supply chain partners to improve the sustainability performance of its supply chain

Stakeholder engagement

Does the company engage with stakeholders on its environmental 

footprint and community impact?
No, the company does not engage with its stakeholders

Yes, the company has identified its relevant stakeholders and knows their interests

Yes, the company proactively engages with its stakeholders through continuous dialogue

Reporting

Does the company periodically report on its achievements in terms 

of sustainability?
No, the company does not report on its sustainability achievements

Yes, the company reports on its sustainability performance and achievements in a chapter of its Annual Report or on its website

Yes, the company reports on its sustainability performance and achievements in a separate Sustainability Report

Supply chain

Has the company formally assigned responsibility for sustainability 

to one of its staff members?
No, the company has not assigned responsibility for sustainability

Yes, the company has assigned part-time responsibility to a staff member

Yes, the company has assigned full-time responsibility to a staff member / team

Monitoring

Does the company monitor its sustainability performance on a 

regular basis?
No, the company does not monitor its sustainability performance

Yes, the company monitors its sustainability performance by means of periodic internal audits

Yes, the company monitors its sustainability performance by means of periodic external audits of a certified body or a legal authority

Management

Does the company have a management system to implement its 

sustainability policies and standards?
No, the company does not have such a mechanism in place

Yes, the company has an externally certified management system (ISO, OHSAS, SA) in place 

with references to sustainability performance

Yes, the company has an industry-specific sustainability management system (REACH, 

RSPO) in place

Responsibility

CAPACITY



ANNEX X: Sample Sustainability Tools (Sustainability Assessment Matrix) 
 

AGRI-COMMODITIES GENERIC SUSTAINABILITY ASSESSMENT MATRIX (SEGMENT A: PRODUCTION) 
 

AGRI-COMMODITIES GENERIC SUSTAINABILITY ASSESSMENT MATRIX  
SEGMENT A: PRODUCTION 
PRODUCERS / FARMS -  PROCESSING FACILITIES - INTERMEDIATE BUYERS WITH DIRECT PRE-FINANCING TO FARMS 

    

D
E

T
A

IL
S

 

Client   

Parent Company   

Country of Incorporation   

Countries of Operations   

Is the client only operating and sourcing from high income OECD 
countries?  
Is the client planning to establish new plantations or to expand its 
existing ones?  

Account Manager   

Date   

   

  BASIC MINIMUM STANDARDS 

AGRI CORE VALUES 
("ACV's") 

In accordance with the Agri-Commodities Sector policy, the following ACV's are applicable:  
  
Economic responsibility and compliance 
1. Clients respect national and local laws and ratified international conventions.  
2. Clients recognise the need to be transparent.  
3. Clients run operations in a professional and responsible manner or are making improvements in order to do so. 
 
Social responsibility 
4. Clients care for the safety, health and wellbeing of all employees, including day labourers and migrant workers. 
5. Clients respect human and indigenous rights. 
6. Clients care especially for the wellbeing of those who are affected by their operations. 
 
Environmental responsibility 
7. Clients show respect for biodiversity and ecosystem integrity. 
8. Clients address environmental issues in an appropriate and precautionary manner. 
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 I COMMITMENT 

I.a Environmental Responsibility * 

  

1 The client is committed to comply with industry best practice and can demonstrate this commitment through specific written policies or business principles 
addressing the protection of natural habitat and ecosystems, endangered species, pest management, conservation of soil and water resources, waste reduction, 
energy efficiencies and GHG reduction. Additionally, the client is a member of an International Sustainability Initiatives* and / or is included in an internationally 
recognised Sustainability Index. 

2 The client is committed to comply with industry standards and national legislation and can demonstrate this commitment through policies, business principles or 
other documented evidence addressing the protection of the environment, the responsible use of resources, pest management and waste reductions programs. 

3 
The client's policy provides a high level statement of the client's commitment to environmental standards. 

4 The client does not have an Environmental policy or has not made the policy available and the client does not intend to put such a policy in place in the near future. 

I.b Human Rights and Working Conditions * 

  

1 The client has a written policy which sets its commitment to conducting its business in compliance with the requirements of the  ILO's 8 core conventions on 
Fundamental Human Rights relating to freedom of association and collective bargaining, elimination of forced and compulsory labour, eliminations of discrimination 
and abolition of child labour. 
The client's policy or code of business conduct includes its commitment  to comply with national laws and regulations and zero tolerance towards corruption / bribery 
practices. The client is committed to imposing its policy to its suppliers.  

2 The client is committed to conducting its business in compliance with the requirements of the ILO's 8 core conventions** on Fundamental Human Rights and 
addresses corruption / bribery practices. 

3 
The client provides a high level statement on its commitment to social and ethical standards: the code of conduct provides limited or no information with regard to 
addressing corruption and bribery. The client's commitment is only focused on banishing most extreme form of forced and child labour from its operations. 

4 The client does has not made and does not intend to make any commitments to conducting its business in respect of fundamental Human Right. 

I.c Commitment to Responsible Sourcing and sustainable performance of service providers 

  

1 The client requires suppliers and/or service providers to commit to environmental and social industry best practices; Where relevant, the client has criteria in place for 
the selection of the farms and plantations it is sourcing from and/or service providers. In addition, the client is committed to ensure fair and equitable prices that 
guarantee appropriate remuneration, ensure the continuity of small farming businesses and rural communities and the fair treatment of small holder suppliers.  

2 The client requires suppliers and/or service providers to commit to environmental and social industry standards and national laws and regulation; Where relevant, the 
client has criteria in place for the selection of the farms and plantations it is sourcing from and/orservice providers and addresses the fair treatment of small holder 
suppliers. 

3 The client requires its suppliers and/or service providers to provide a high level commitment to E&S standards. The client provides limited information with regard to 
the fair and equitable treatment of small holders suppliers. 

4 The client does not require its suppliers and/or service providers and contractors to commit to any E&S standards and makes no commitment to the fair and equitable 
treatment of small holders suppliers. 

I.d Stakeholders Engagement Policy 

  

1 A Stakeholder Engagement Strategy has been formalized and implemented which demonstrates the client's commitment to take into account its stakeholders 
interests and comments into its business decisions. In addition, there is a mutually agreed and documented system for dealing with complaints and grievances, which 
is implemented and accepted by all parties. 

2 Although a Stakeholder Engagement Strategy has not been formalised, the client engages in regular dialogue with all key stakeholders, including local communities. 
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3 There is no Stakeholder Engagement Strategy and the client engages with stakeholders on an ad hoc and reactive basis (typically only in the event of a crisis or 
accident). The client has limited contact with local communities and on a limited range of issues which often do not include E&S issues.  

4 The client does not engage with stakeholders on E&S issues and does not recognise the importance of engagement with its stakeholders. 

I.e Benefit to Local Communities * 

  

1 The client actively strives to deliver and monitor local benefits by promoting Economic and Social Development Opportunities (working in partnership with public and 
civil society, commitment to employing local people and to delivering social development such as health and education support to local communities). Client is part of 
broader alliance (third-party businesses, industry association, suppliers' organisation, labour unions, etc.) to build capacity amongst Suppliers (especially small 
holders) on responsible and sustainable agricultural practices.  

2 Mechanisms are in place to identify Economic and Social Development Opportunities and benefits. Evidence of employment of local people and delivery of social 
development (such as health and education support) to local communities. 

3 The client may participate in charity or philanthropy events but on a adhoc basis but the client does not actively seek to provide local benefits to local communities 
through Economic and Social Development Opportunities.  

4 The client does not recognise a need to deliver any Economic and Social Development Opportunities.   

0 Above Industry Standards 

 
  

   
   

II.a E&S Management Systems (ESMS) 

  

1 The client has a Standard ESMS which (a) is fully and systematically integrated into broader company management, (b) fully covers all E&S risks including Operational 
Health and Safety, emergency response and preparedness, (c) has commitments to E&S KPIs, (d) is certified (>70% of total operations) to an internationally 
recognised standard (ISO 14001, OHSAS 18001, Sustainable Agriculture Practice Standard (SCS 001), ISO29001) and (e) is independently verified. 

2 The client has a Standard ESMS which (a) is fully and systematically integrated into company management, (b) fully covers all key E&S risks including Operational 
Health and Safety, emergency response and preparedness, (c) has commitments to E&S KPIs and (d) is partially certified (or certification is underway) to or based on 
an internationally recognised standard (e.g. ISO 14001, OHSAS 8001, ISO 29001). 

3 
The client's ESMS is characterised by (a) partial coverage of key E&S risks, (b) no commitment to specific targets and (c) is not certified to nor based on an 
internationally recognised standard (e.g. ISO 14001, OHSAS 8001, ISO 29001). 

4 ESMS is absent or if one exists, it is largely lacking in detail, focus and internal ownership. 

II.b Organisational Capacity to manage E&S issues 

  

1 Full-time qualified staff, reporting into senior management is appointed to monitor and oversee E&S issues. All staff with lead responsibility for E&S issues have their 
job specifications clearly aligned to the ESMS and are incentivised and rewarded appropriately. 

2 Appropriately qualified staff is appointed to monitor and oversee E&S issues, with responsibilities clearly aligned to the ESMS. If not full-time focused on E&S issues, 
staff have sufficient time and responsibility allocated to discharge their duties effectively.  

3 Day-to-day E&S responsibilities are unclear, with uncertain or diffuse capacity across breadth of operations and/or evidence of partial qualifications or competencies 
to deal with E&S issues.  

4 No specific capacity, standards or accountability for E&S issues, with no staff responsibility for the ESMS. 

II.c Training Capacity 
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1 Appropriate and comprehensive E&S training is provided to employees and Suppliers, which also covers the organisation's ESMS and sustainable farming practices. 
There is mandatory E&S training for all staff on an on-going basis to ensure knowledge is up-to-date, as well as mandatory E&S induction training for new employees.  
In addition, the client has a capacity building programme in place for suppliers (in particular small holders) and provides training and support on sustainable farming 
practices. 

2 Employees have received adequate training in E&S issues relevant to their roles (including OH&S and emergency planning/preparedness) and which also covers the 
organisation's ESMS  

3 E&S training provided only to staff with key E&S responsibilities; training is partial in detail and completeness with limited links to the organisation's ESMS. 

4 No E&S training provided to employees. 

II.d Assessing Sustainable Practice of Suppliers 

  

1 The client displays a systematic approach to assessing Suppliers' E&S performance and sustainable practices. Suppliers due diligence and approval procedures 
specifically addressing the use of child and forced labour. Procedures are appropriately documented and consistently implemented and monitored: use of 
procurement checklists, systematic site visits by internal staff or external experts of all farms and plantation the client is sourcing from, independent third parties may 
be engaged to assess E&S performance.  

2 The client displays an active approach to assessing suppliers' performance and sustainable practice. Suppliers' due diligence and approval procedures are 
appropriately documented and consistently implemented and monitored: use of specific criteria to identify E&S issues, such as past track record, reputation...etc. 

3 Suppliers' due diligence and approval procedures are unclear and are not appropriately documented or consistently implemented and monitored. 

4 The client does not recognise and does not take responsibility for Suppliers' E&S risks. 

II.e Transparency and E&S Reporting 

  

1 
The client reports on E&S performance using widely accepted E&S Reporting metrics which include energy use and achievement against E&S targets and KPIs. The 
report and key data are independently verified and assured by a third party. 

2 The client reports on E&S performance on all its operations using widely accepted metrics 

3 The clients reporting/disclosure of E&S performance is limited and does not provide assurance that E&S performance is being measured appropriately. 

4 The client does not report on E&S performance. 

0 Above Industry Standards 

   

   

 III TRACK RECORD AND PERFORMANCE 

III.a Serious Accidents (e.g. spills, fire, explosion) 

  

1 
There has been no serious accidents in the past 2 years at the client's farms, plantations or processing facilities and health and/or safety indicators are improving over 
time. 

2 
There may have been serious accidents at the client's farms, plantations or processing facilities but management action has been taken to address the situation. 
Health and safety indicators are improving and/or stable over time. 

3 
There have been serious accident at the client's farms, plantations or processing facilities and the health and safety indicators are deteriorating over time. 
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4 
There have been many serious accidents at the client's farms, plantations or processing facilities - health and safety indicators are deteriorating and there 
 is no evidence indicating management capacity or responsiveness to address deficiencies. 

III.b Stakeholder, Media and NGO campaigns 

  

1 There have been no adverse NGO, media campaigns or boycotts against any of the clients' farms / processing facilities. 

2 Any adverse NGO, media campaigns or boycotts against any of the clients' farms / processing facilities were not material and have been appropriately addressed 
through management action 

3 
There is evidence of adverse NGO, media campaigns or boycotts against the client and the management response is largely reactive. 

4 There is evidence that the client has a poor relationship with several groups of stakeholders and has been and remains subject to multiple NGO, media campaigns and 
boycotts. The client does not demonstrate any attempt to address E&S issues raised by NGO and media campaigns. 

III.c Legal Action on E&S Issues 

  

1 No evidence of fines or penalties against the client and evidence of active management oversight to ensure continued compliance with relevant E&S laws and 
regulations 

2 The client may have been subject to incidental fines or penalties longer than 2 years ago, and these have been minor in nature and management action has been taken 
to address deficiencies.  

3 The client has regularly been fined or sanctioned for serious failures in the past 2 years and shows limited management oversight/capacity to address deficiencies in 
a systematic fashion. 

4 Systemic breaches of E&S laws and regulation by the clients resulting in recent punitive fines and penalties with no evidence to indicate management capacity or 
responsiveness to address deficiencies. 

  

 Where issues are identified (even minor), please provide details: 

 

 

   

   

 IV NEW PLANTATION AND/OR FARM EXPANSION* 

    

  

1 The client includes in its policy principles and procedures regarding the acquisition of new land or expansion of existing plantations and more specifically stating the 
client's commitment to (i) execute an ESIA in accordance with international best practices (ii) apply the "Free, Prior and Informed Consent" (FPIC) principle, and (iii) 
compensate in a fair manner affected communities; the client has in place a documented grievance mechanism accepted by all parties to deal with and remedy 
complaints from affected communities. 

2 The client has in place documented procedures demonstrating its commitment  to (i) execute an ESIA in compliance with national legislation (ii) apply the "Free, Prior 
and Informed Consent" (FPIC) principle and (iii) maintain a transparent grievance mechanism to address and remedy potential complaints from affected communities. 

3 Procedures regarding potential acquisition of new farm land or expansion of existing only refer to minimum compliance with local laws and regulations. 

4 
The client does not have any specific procedures with regards to the acquisition of new land or expansion of existing operations. 

2 Industry Standards 

  V OUTCOMES 

COMMITMENTS RATING: 
Above Industry Standards 

CAPACITY RATING: 
Above Industry Standards 
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TRACK RECORD  
 

NEW PLANTATION 
Industry Standard 

AVERAGE 
  

Client E&S Performance 
 

*Compliance with Agri Core 
Values  

   
COMMENTS / 
RECOMMENDATIONS   

  KEY E&S RISKS 
 

PRODUCTION  
Farming / Processing 

Extensive and intensive agriculture leading to deforestation and conversion of wild habitat, with implications such as loss of biodiversity and 
ecosystem services, soil erosion, land degradation, natural stock depletion; 
Overuse and pollution of land, surface and groundwater due to the use of pesticides, fertilizers and fuels, lubricants and other chemicals and to 
Liquid and solid waste – such as farm slurry, manure, chemical waste, by-products, other wastewater ; 
Local community and their access to land and resources – limited access to land, water, fuel wood, potentially leading to poverty, social 
disruption, disputes over land tenure and land use (land grabbing), migration, involuntary resettlement, and lower local food security; 
Violation of the rights of indigenous people and local communities; 
Impact on endangered or threatened species (e.g. fish) through over exploitation; 
Introduction of invasive species (Genetically Modified Organisms), in both Agri- and aqua -culture; 
Air emissions (pollutants such as carbon oxides COx, nitrogen oxides NOx, sulphur oxides SOx, volatile organic compounds VOC, other particulate 
matter, other greenhouse gases - GHG, dust), resulting from harvest, agricultural burning, pesticide spraying, emissions from fertilizers, methane 
from livestock; 
Occupational health and safety issue in connection with use of machines, vehicles, equipment, exposure to dust and harmful substances;  
Human rights abuses, including forced and child labour, unsafe working conditions, non-living wages, forced relocation, discrimination of 
employees, denial of freedom of expression and freedom of association, violence, and other abuses, use of immigrant and migrant labour with 
minimal or no benefits and protection under labour regulation; 
Food safety and risks to human health resulting from diseases (Mad Cow Disease’ or the Avian Flu), the use of GMOs, pesticides, hormones or 
antibiotics. Other human health issues related to obesity, malnutrition, anaemia, and diabetes; 
Fair and equitable prices to guarantee appropriate remuneration, ensure the continuity of small farming businesses and rural communities and 
the fair treatment of small holder suppliers in comparison with larger plantations; 
Supply chain and uncertain chain of custody:  product traceability and labelling to counter illegally produced products, or with poor labour 
standards and practices; 
Transparency in the value chain to demonstrate equitable distribution of costs and benefits; 
Abusive bargaining power of retailers which might impose unfair conditions to their suppliers (e.g. fruits and vegetable growers); 
Food speculation and speculation on food prices by commodity traders resulting in inflation of food prices. 
Growing competition and tension between use of resources for food, feed (for animals) or bio fuels. 
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AGRI-COMMODITIES GENERIC SUSTAINABILITY ASSESSMENT MATRIX (SEGMENT B: TRADING) 
 

AGRI-COMMODITIES GENERIC SUSTAINABILITY ASSESSMENT MATRIX  
SEGMENT B - TRADING 
TRADERS, INTERMEDIATE BUYERS WITHOUT PREFINANCING AND FINAL BUYERS 

      

D
E

T
A

IL
S

 

Client   

Parent Company   

Country of Incorporation   

Countries of Operations   
Does the client source directly from farms, owns any processing facilities, or employs more than 20 
FTE 

  

Is the client only operating and sourcing from high income OECD countries ?   

Account Manager   

Date   

   

 I COMMITMENT TO E&S PERFORMANCE OF SUPPLIERS 

I.a Commitment to Sustainability Standards 

  

1 The client is committed to the principles and standards of sustainable agriculture and is an active member of an industry association that promotes sustainable and responsible 
agricultural practices (e.g. Sustainability Action Network, Fairtrade organisation, FLO, ...etc). 

2 The client promotes sustainable and responsible agriculture practices and publically states its commitment. 

3 The client has expressed a high level commitments to promote sustainable and responsible agriculture practices. 

4 The client does not express and does not intend to express any commitment to sustainable and responsible agricultural practices. 

I.b Responsible / Sustainable Sourcing 

  

1 The client has a sourcing policy in place that requires suppliers to comply with industry best practice with regards to sustainable and responsible agriculture practices (in particular 
relating to working conditions and Human Rights, where at risk). The client has non-financial criteria in place for the selection its suppliers. Requirements are explicitly stated in E&S policy 
and is embedded into procurement procedures and legal documentation. 

2 The client requires its suppliers to comply with industry standards with regards to sustainable and responsible agriculture practices (in particular relating to working conditions and 
Human Rights, where at risk) and national legislation. The client has criteria in place for the selection of its suppliers. 

3 The client has some non-financial requirements for its suppliers but these are limited and do not cover all aspects of sustainable and responsible agricultural practices. 

4 The client does not have any sustainable sourcing policy in place and has no intention to develop one in the near future. The client does not require its suppliers to adopt sustainable and 
responsible agricultural practices. 



                                                                                          RECOMMENDATIONS FOR ENHANCING THE DEVELOPMENT BANK OF MONGOLIA’S                        
                                                                                                                                          CAPACITY FOR FINANCING NATIONAL SUSTAINABLE DEVELOPMENT                       

101 

 

I.c Benefit to Local Communities 

  

1 The client actively strives to deliver and monitor local benefits by promoting Economic and Social Development Opportunities (working in partnership with public and civil society, 
commitment to employing local people and to delivering social development such as health and education support to local communities). Client is part of broader alliance (third-party 
businesses, industry association, suppliers' organisation, labour unions, etc.) to build capacity amongst Suppliers (especially small holders) on responsible and sustainable agricultural 
practices. 

2 Mechanisms are in place to identify Economic and Social Development Opportunities and benefits. Evidence of employment of local people and delivery of social development (such as 
health and education support) to local communities. 

3 The client incidentally seeks to provide local benefits to local communities through Economic and Social Development Opportunities.  

4 The client does not recognise a need to deliver any Economic and Social Development Opportunities.   

   

 II CAPACITY TO ASSESS E&S PERFORMANCE OF SUPPLIERS 

II.a Assessment of the Sustainable Practices of Suppliers 

  

1 The client displays a systematic approach to assessing suppliers' E&S performance and sustainable practices. Suppliers due diligence and approval procedures are appropriately 
documented and consistently implemented and monitored: use of procurement checklists, systematic site visits by internal staff or external experts of all farms / plantation / processing 
plants the client is sourcing from. 

2 The client displays an active approach to assessing suppliers' E&S performance and sustainable practice. Suppliers' due diligence and approval procedures are appropriately documented 
and consistently implemented and monitored: use of procurement checklists to identify E&S issues, check of past track record, occasional site visits.  

3 Assessment of the sustainable practices of suppliers is unclear and due diligence and approval procedures are not appropriately documented or consistently implemented and monitored. 

4 The client does not recognise and does not take responsibility for suppliers' E&S risks. 

   

 III TRACK RECORD AND PERFORMANCE OF SUPPLIERS 

III.a Serious Accidents 

  

1 

There has been no serious accidents in the past 2 years at the client's main suppliers' farms or processing facilities and health and safety indicators are improving over time. 

2 
There may have been serious accidents at the client's main suppliers 'farms, plantations or processing facilities but management action has been taken to address the situation. Health 
and safety indicators are improving and/or stable over time. 

3 

There have been serious accidents at some of the client's main suppliers' farms, plantations or processing facilities and the health and safety indicators are deteriorating over time. 

4 
There have been many serious accidents at different client's suppliers 'farms, plantations or processing facilities - health and safety indicators are deteriorating and there is no evidence 
indicating management capacity or responsiveness to address deficiencies. 

III.b Stakeholder, Media and NGO campaigns 

  

1  In the past 2 years, there have been material adverse NGO/ media campaigns or boycotts against the client or any of its main suppliers which have not been appropriately addressed 
through management action 

2 In the past 2 years, adverse NGO, media campaigns or boycotts against the client or any of its main suppliers were limited, not material and have been appropriately addressed through 
management action 
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3 

There is evidence of adverse NGO, media campaigns or boycotts against the client or any of its main suppliers and the management response is largely reactive. 

4 There is evidence that the client / or any of its suppliers has a poor relationship with many stakeholder groups and has been and remains subject to multiple NGO, media campaigns and 
boycotts. The client does not demonstrate any attempt to address E&S issues raised by NGO and media campaigns. 

III.b Legal Action on E&S Issues 

  

1 No evidence of fines or penalties against the client or its main suppliers; there is evidence of active management oversight to ensure continued compliance with relevant E&S laws and 
regulations 

2 The client or one of its suppliers may have been subject to fines or penalties, but these have been minor in nature and management action has been taken to address deficiencies.  

3 The client or one of its suppliers has been fined or sanctioned (for minor and/or more significant failing) and demonstrates limited management oversight/capacity to address 
deficiencies in a systematic fashion. 

4 Regular and systemic breaches of E&S laws and regulation by the clients or its main suppliers resulting in punitive fines and penalties with no evidence to indicate management capacity 
or responsiveness to address deficiencies. 

  

 
Where issues are identified (even minor), please provide details: 

 

    

   
COMMITMENTS RATING:  

CAPACITY RATING:  

TRACK RECORD AND 
PERFORMANCE  

TOTAL 
  

TOTAL Client E&S Performance  

   
COMMENTS / RECOMMENDATIONS  

  KEY E&S RISKS  

TRADING 

Fair and equitable prices to guarantee appropriate remuneration, ensure the continuity of small farming businesses and rural communities 
and the fair treatment of small holder suppliers in comparison with larger plantations; 
Supply chain and uncertain chain of custody:  product traceability and labelling to counter illegally produced products, or with poor labour 
standards and practices; 
Transparency in the value chain to demonstrate equitable distribution of costs and benefits; 
Abusive bargaining power of retailers which might impose unfair conditions to their suppliers (e.g. fruits and vegetable growers); 
Food speculation and speculation on food prices by commodity traders resulting in inflation of food prices. 
Growing competition and tension between use of resources for food, feed (for animals) or bio fuels. 
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METALS AND COMMODITIES SUSTAINABILITY ASSESSMENT MATRIX  
(SEGMENT A: CLIENTS WITH MINING OPERATIONS AND/OR METALS PROCESSING ACTIVITIES) 

 
 

METALS COMMODITIES / SUSTAINABILITY ASSESSMENT MATRIX                                                                                                             
SEGMENT A: CLIENTS WITH MINING OPERATIONS AND/OR METALS PROCESSING ACTIVITIES 
Applicable to clients with the following operations (at corporate/parent level): 
- Mining 
- Smelters 
- Steel Mills 
- Processing Plants 

    

D
E

T
A

IL
S

 

Client   

Parent Company   

Country of Incorporation   

Countries of Operations   

Account Manager   

Date   

   

  KEY E&S RISK 

MINING 

Environmental: Water use and quality, wastes, hazardous materials, land use and biodiversity, air quality and emissions, noise and vibrations, energy 
use, visual impacts. 
 
Social: Occupational health and safety, physical hazard, community health and safety, resettlement, mine closure, corrupt and or oppressive regimes, 
human rights, working conditions. 
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METALS PROCESSING 
Steel Mills - Smelters - Processing 

Plants 

Environmental: Air emissions, solid waste and by-products, contaminated soil and groundwater, wastewater, noise. 
 
Social: occupational health and safety, community health and safety, corrupt and oppressive regimes, use of security forces, working conditions. 

   

 I COMMITMENT 

I.a Environmental and Social (E&S) Policies / Commitments 

  

1 The policy states in detail the client's commitment to comply with industry best practice by addressing all key E&S risks (including working conditions and Human Rights, 
where at risk) resulting from or relevant to its activities  and by actively engaging with and disclosing all relevant E&S information to its STAKEHOLDERS. Additionally, the 
client has formulated clear E&S targets and KPIs and is committed to International Sustainability Initiatives.  

2 The policy states the client's commitment to comply with industry standards and national legislation (including provisions on corruption and bribery) by addressing all key 
E&S risks (including working conditions and Human Rights, where at risk) resulting from or relevant to its activities and by disclosing all relevant E&S information to its 
stakeholders. 

3 
The policy provides a high level statement of the client's commitment to E&S standards. The policy provides limited or no information with regard to information disclosure 
and stakeholder engagement. 

4 The client does not have an E&S policy or has not made the E&S policy available and the client does not intend to put a E&S policy in place in the near future. 

I.b Senior Management Commitment to E&S Issues 

  

1 SENIOR MANAGEMENT has oversight and responsibility for the application of E&S policies and E&S risk management. E.g. regular discussion of E&S issues and risks take 
place at senior management level, there is active management of E&S issues to mitigate risks, enhance business and safeguard reputation, E&S KPI are included in 
remuneration policy 

2 
Senior Management has responsibility for E&S issues but MIDDLE MANAGEMENT mostly has oversight for the application of E&S policies and E&S risk management. 

3 Middle Management has responsibility for E&S issues and responsibility for the application of E&S policies and E&S risk. 

4 Responsibility for E&S issues has not been allocated. 

I.c Commitment to E&S Performance of Suppliers and Contractors 

  

1 The client requires its SUPPLIERS and CONTRACTORS to commit to industry best practice (e.g. internationally recognised certification) and address all E&S risks 
(including working conditions and Human Rights, where at risk) resulting from or relevant to their activities. 

2 The client requires its suppliers and contractors to commit to industry standards and national legislation and address all E&S risks (including working conditions and 
Human Rights, where at risk) resulting from or relevant to their activities. 

3 The client requires it suppliers and contractors to provide a high level commitment to E&S standards. 

4 The client does not require its suppliers and contractors to commit to any E&S standards. 

I.d Stakeholders Engagement Policy 

  

1 A STAKEHOLDER ENGAGEMENT STRATEGY has been formalized and implemented which demonstrates the client's commitment to take into account its stakholders 
interests and comments into its business decisions. In addition, there is a mutually agreed and documented system for dealing with complaints and grivances, which is 
implemented and accepted by all parties. 

2 Although a Stakeholder Engagement Strategy has not been formalised, the client engages in regular dialogue with all key stakeholders . 
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3 There is no Formal Stakeholder Engagement Strategy and the client engages with stakeholders on an ad hoc and reactive basis (typically only in the event of a crisis or 
accident). The client has limited contact with local communities and on a limited range of issues which often do not include E&S issues. 

4 The client does not engage with stakeholders on E&S issues and does not recognise the importance of engagement with its stakeholders. 

I.e Benefits to Local Community 

  

1 The client actively strives to deliver and monitor LOCAL BENEFITS by participating in ECONOMIC AND SOCIAL DEVELOPMENT OPPORTUNITIES (working in partnership 
with public and civil society, commitment to employing local people and to delivering social development such as health and education support to local communities). 

2 Mechanisms are in place to identify Economic and Social Development Opportunities and benefits. Evidence of employment of local people and delivery of social 
development (such as health and education support) to local communities. 

3 
The client does not actively seek to provide local benefits to local communities through Economic and Social Development Opportunities.  

4 
The client does not recognise a need to deliver any Economic and Social Development Opportunities.   

  
 

  

   

 II CAPACITY 

II.a E&S Management Systems (ESMS) 

  

1 The client has a Standard ESMS which (a) is fully and systematically integrated into broader company management. The ESMS includes Operational Health and Safety, 
emergency response and preparedness and is certified to an internationally recognised standard (e.g. ISO 14001, OHSAS 18001). 

2 The client has a Standard ESMS which complies with an internationally recognised standards (e.g. ISO 14001, OHSAS 18001) and which includes Operational Health and 
Safety, emergency response and preparedness. 

3 
The client had an ESMS which partially covers key E&S risks and does not comply with internationally recognised standard (e.g. ISO 14001, OHSAS 18001). 

4 ESMS is absent or if one exists, it is largely lacking in detail, focus and internal ownership. 

II.b Organisational Capacity to manage E&S issues 

  

1 Full-time qualified staff, reporting into senior management are appointed to monitor and oversee E&S issues. All staff with lead responsibility for E&S issues have their job 
specifications clearly aligned to the ESMS and are incentivised and rewarded appropriately. 

2 Appropriately qualified staff are appointed to monitor and oversee E&S issues, with responsibilities clearly aligned to the ESMS. If not full-time focused on E&S issues, 
staff have adequate time allocated to discharge their duties effectively.  

3 Day-to-day E&S responsibilities are unclear, with uncertain or diffuse capacity across breadth of operations and/or evidence of partial qualifications or competencies to 
deal with E&S issues.  

4 No specific capacity, standards or accountability for E&S issues, with no staff responsibility for the ESMS. 

II.c Training Capacity 

  

1 Mandatory and regular E&S training is provided to all employees and main suppliers and contractors which also covers the organisation's ESMS (including OH&S and 
emergency planning / preparedness). 

2 Employees have received training on E&S issues relevant to their roles and which also covers the organisation's ESMS. 

3 E&S training is only provided to staff with key E&S responsibilities; training is partial in detail and completeness with limited links to the organisation's ESMS. 

4 No E&S training provided to employees. 
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II.d Assessing Capacity of Suppliers and Contractors 

  

1 The client displays a systematic approach to assessing/identifying and managing suppliers and contractors E&S performance. Service providers and contractors approval 
procedures are consistently implemented, documented and monitored: use of procurement checklists and site visits are systematically conducted by internal staff or 
external experts; independent third parties may be engaged to assess E&S performance. 

2 The client displays an approach to identifying and managing suppliers and contractors' E&S risks: service providers and contractors' approval procedures are consistently 
implemented documented and monitored but the use of procurement checklists and/or site visits are limited to checking the E&S performance of certain facilities only. 

3 The client has a limited approach to identifying and managing  its suppliers and contractors' E&S risks: approval procedures are unclear and are not appropriately 
documented or consistently implemented and monitored. 

4 The client does not assess and manage its suppliers and contractors' E&S risks: no service providers and contractors' approval procedures are in place. 

II.e E&S Reporting 

  

1 
The client publicly reports on E&S performance using widely accepted metrics E&S Reporting which includes emission reporting and achievement against E&S targets and 
KPIs. The report and key data are independently verified and assured by a third party.  

2 The client publicly reports on E&S performance on all its operations using widely accepted metrics which includes emission reporting 

3 The clients reporting/disclosure of E&S performance is limited and does not provide assurance that E&S performance is being measured appropriately. 

4 The client does not report on E&S performance. 

  

   

   

 III TRACK RECORD AND PERFORMANCE 

III.a Serious Accidents (e.g. spills, fire, explosion) 

  

1 
There has been no serious accidents in the past 2 years  

2 
Serious accident rates show consistent decline over time 

3 
Serious accident rates are high and/or do not demonstrate a declining trend. 

4 
Serious accidents have increased in the past 2 years 

III.b Stakeholder, Media and NGO campaigns 

  

1 There have been no adverse NGO, media campaigns or boycotts. 

2 Any adverse NGO, media campaigns or boycotts were not material and have been appropriately addressed through management action. 

3 
There is evidence of adverse NGO, media campaigns or boycotts against the client (for example due to accidents, spill, explosion, labour union, local communities 
protests) and the management response is largely reactive. 

4 

There is evidence that the client has a poor relationship with many stakeholder groups and has been and remains subject to multiple NGO, media campaigns and boycotts 
(for example due to accidents, spill, explosion, labour union, local communities protests). The client does not demonstrate any attempt to address E&S issues raised by 
NGO and media campaigns. 

III.c Legal Action on E&S Issues 

  1 No evidence of fines or penalties. Evidence of active management oversight to ensure continued compliance with relevant E&S laws and regulations 
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2 The client may have been subject to fines or penalties, but these are considered as exceptions, minor in nature and management action has been taken to address 
deficiencies.  

3 The client has been fined or sanctioned (for minor and/or more significant failing) but demonstrates limited management oversight/capacity to address deficiencies in a 
systematic fashion. 

4 Regular and systemic breaches of E&S laws and regulation resulting in punitive fines and penalties with no evidence to indicate management capacity or responsiveness to 
address deficiencies. 

  

 
Where issues are identified (even minor), please provide details: 

 

 

   

  IV OUTCOMES 

COMMITMENTS RATING:  

CAPACITY RATING:  

TRACK RECORD AND 
PERFORMANCE  

TOTAL 
  

TOTAL Client E&S Performance  

   
COMMENTS / 
RECOMMENDATIONS    
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METALS AND COMMODITIES SUSTAINABILITY ASSESSMENT MATRIX 
(SEGMENT B: METALS AND COMMODITIES TRADING) 

 

SUSTAINABILITY ASSESSMENT MATRIX FOR SEGMENT B: TRADERS 
Applicable to clients with exclusively the following business activity: 
- Trading of Metal products (raw and semi-finished) 

      

D
E

T
A

IL
S

 

Client   

Parent Company   

Country of Incorporation   

Countries of Operations   

Does the client source directly from mines, owns any processing facilities, or employs more than 20 FTE 
 

Account Manager   

Date   

   

 I COMMITMENT TO E&S PERFORMANCE OF SUPPLIERS 

I.a Environmental and Social (E&S) Policies and Commitment to E&S Performance of Metal Suppliers 

  

1 The client requires its suppliers to comply with industry best practice (also relating to working conditions and Human Rights, where at risk). The client requires that its suppliers 
are certified to internationally recognised standards (e.g. ISO14001, OHSAS 18001). Requirements are explicitly stated in E&S policy and is embedded into procurement 
procedures and legal documentation. 

2 The client requires its suppliers to comply with industry standards (also relating to working conditions and Human Rights, where at risk) and national legislation. The client has 
criteria in place for the selection of its suppliers (e.g. the client only sources form majors mining house). 

3 The client has limited E&S performance requirements for its suppliers 

4 No E&S performance requirements for suppliers identified and no intention have E&S performance requirement in the near future. 

  

   

 II CAPACITY TO ASSESS E&S PERFORMANCE OF SUPPLIERS 

II.a Assessment of E&S Performance of Metal Suppliers / Commitments 

  

1 The client displays a systematic approach to assessing/identifying suppliers' performance. Suppliers approval procedures are consistently implemented, documented and 
monitored; procurement checklists are used to assess past track record; site visits are systematically conducted by internal staff or external experts to check E&S performance 
suppliers' facilities; independent third parties may be engaged to assess E&S performance. 
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2 The client displays an approach to identifying and managing suppliers' E&S risks: suppliers' approval procedures are consistently implemented, documented and monitored but 
the use of procurement checklists and/or site visits is limited to checking the E&S performance of certain facilities only. 

3 The client has a limited approach identifying and managing  its suppliers' E&S risks: approval procedures are unclear and are not appropriately documented or consistently 
implemented and monitored. 

4 The client does not assess and manage its suppliers' E&S risks: no suppliers' approval procedures are in place. 

  

   

 III TRACK RECORD AND PERFORMANCE OF SUPPLIERS 

III.a Stakeholder, Media and NGO campaigns against Suppliers 

  

1 There is no evidence of stakeholder, media and NGO campaigns against any of the client and/or any of its suppliers. 

2 There have been some stakeholder, media and NGO attention against the client and/or any of its suppliers, but these are minor in nature and have been addressed by the client/ 
suppliers. 

3 
The client and/or its suppliers have been subject to  NGO, media campaigns and boycotts (for example due to accidents, spill, explosion, labour union, local communities 
protests) 

4 

There is evidence of regular adverse NGO, media campaigns or boycotts against the client and/or some of its suppliers (for example due to accidents, spill, explosion, labour 
union, local communities protests), suggesting underperformance of the suppliers and no capacity to address the deficiencies in a systematic fashion 

III.b Legal Action on E&S Issues against Suppliers 

  

1 No evidence of E&S fines or penalties against the client and/or any of its suppliers. 

2 There may have been punitive E&S fines or penalties against the client and/or any of its suppliers, but these are considered as exceptions, minor in nature and have been 
addressed by the client / suppliers. 

3 The client and/or its suppliers have received material fines or sanctions for E&S issues. 

4 There is evidence of regular and systemic breaches of E&S laws and regulation resulting in severe punitive fines and penalties by the client and/or its suppliers. 

  

 
Where issues are identified (even minor), please provide details: 

 

 

   
COMMITMENTS RATING:  

CAPACITY RATING:  

TRACK RECORD AND 
PERFORMANCE  

TOTAL 
  

TOTAL Client E&S 
Performance  
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COMMENTS / RECOMMENDATIONS 

  

 

 

 

   
 

   
 

  KEY E&S RISKS  

MINING 

Environmental: Water use and quality, wastes, hazardous materials, land use and biodiversity, air quality and emissions, noise and 
vibrations, energy use, visual impacts. 
 
Social: Occupational health and safety, physical hazard, community health and safety, resettlement, mine closure, corrupt and or 
oppressive regimes, human rights, working conditions. 

 

METALS PROCESSING 
Steel Mills - Smelters - 

Processing Plants 

Environmental: Air emissions, solid waste and by-products, contaminated soil and groundwater, wastewater, noise. 
 
Social: occupational health and safety, community health and safety, corrupt and oppressive regimes, use of security forces, working 
conditions. 

 



ANNEX XI: Guidance Notes to the Sustainability Assessment 
Matrix 
 
I.  INTRODUCTION 
 
DBM provides financial services to the 
physical flow of provides financial services 
to the physical flow of agricultural 
commodities products from the production 
stage through to storage and delivery. 
 
DBM's approach to sustainability is one that 
encourages client intimacy and sector 
knowledge, leading to improved service and 
innovation. As part of our commitment to 
promote sustainable development and 
responsible financial services, we integrate 
the assessment of Environmental and Social 
(E&S) issues into our decision-making 
processes. To do that, we need to 
understand how our clients address and 
manage the E&S issues within their 
activities.  
 
The Agri Generic Sustainability Assessment 
Matrix (SAM) will assist in the assessment of 
Agri clients, based on a range of E&S criteria 
related to policies, management systems, 
stakeholder and community engagement 
and track-record. The SAM is an assessment 
of a client’s commitment to managing the 

E&S impacts associated with its business, its 
capacity to undertake these commitments, 
and its track record at doing so. 
 
The SAM is completed by the account 
manager to assess the client’s E&S risk 
profile as a basis for client acceptance. The 
assessment is repeated on a regular basis 
(at least annually), which allows the 
measurement of progress made against the 
performance categories contained in the 
SAM (Above Industry Standards, Industry 
Standards, Below Industry Standards and 
Deficient). 
 
The purpose of these guidance notes is to 
assist account managers through their 
sustainability assessment process for Agri-
Commodities. This document includes step-
by-step instructions and explanatory notes 
relating to the completion of the SAM, as well 
as a glossary of terms (Appendix 2). 
Additionally, specific key E&S risks 
associated with the Agri-commodities sector 
are listed in Appendix 1. 

 
The Guidance Notes should help to: 
 

▪ Provide a consistent framework for engagement with clients across different geographical 

regions; 

▪ Build capacity and awareness within DBM of Environmental and Social Issues specific to 

the Generic Agri-Commodities industry sectors; 

▪ Increase confidence amongst Agri-Commodities' account managers to engage in on-

going dialogue with clients in relation to these issues; and 

▪ Help Agri-Commodities identify where it can add value to its clients (e.g. by advising the 

client how it could improve its E&S performance e.g. via sustainable finance). 

 

As such, these Guidance Notes have been developed for internal purposes and the document is 
not to be shared with clients or any other external parties. 
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II. SUSTAINABILITY ASSESSMENT MATRIX 
 
The Sustainability Assessment Matrix (SAM) 
is designed to enable a sustainability 
assessment at a client’s corporate/parent 

level and, as such, does not focus on the 
individual E&S risks associated with a 
specific transaction, project or subsidiary. 

 
1. Source of Information 
 
In order to undertake a robust assessment, it 
is recommended that the account managers 
spend some time collecting information 

from the client or the public domain before 
filling in the SAM. This can include, but is not 
limited to: 

 
• Information made publicly available by the client e.g. its corporate responsibility 

or sustainability report, website, annual report, etc.; 
• Equity research or ratings analyst reports (e.g. MSCI, Sustainalytics); 
• News, internet, and other media sources; 

• NGO websites or campaigns, which may highlight contentious issues relevant to a 
client; 

• Websites of governmental, regulatory, or certification bodies; and 
• Open discussion and on-going dialogue with your client who should be able to 

provide you with most of the information required to conduct this assessment. 
 
The account manager should be able to 
substantiate a client’s position with 
documents or publicly available reports 
pertaining to its E&S policies, ISO 
accreditation, organisational structure 
and/or accountability for E&S performances. 
These are often available on the client’s 
company website or its environmental or 
sustainability reports. Alternatively, the client 
can be asked to provide this information. 

 
Regarding the client's track-record, the 
"RepRisk Tool" can be used, a database 
compiling media reporting related to E&S 
aspects for a large number of companies. To 
speed-up the research on the client's track-
record, we recommend that the account 
manager requests Sustainability Risk to 
perform a check on the company using the 
RepRisk database21.  

 
2. Approach 
 
To account for the fact that our clients are active at different stage along the Agricultural value 
chain, our approach to assessing clients is commensurate with their potential E&S risk profiles 
and the SAM differentiates between the various clients types and the nature of their activities. 
The two following segments have been identified: 
 
Segment A: Upstream clients including: 

▪ Producers 
▪ Post harvesting processing facilities 
▪ Intermediate buyers with direct pre-financing to plantations  

 

 
21 This check on RepRisk also takes place previous to the acceptance of 
the client. 
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Segment B: downstream clients including: 
▪ Intermediate and final buyers without pre-financing 
▪ Traders 

 
Although certain questions differ between segments A and B, the flow and format of the SAM are 
consistent. The SAM is divided into the three parts, which are outlined below.  
 
3. General Information and Potential Key E&S Risks 
 
General Information: The purpose of this section is to capture and summarise essential details 
about the client and the client’s profile, which can then be referred to quickly and easily. 
 
Agri Core Values: According to the ABN AMRO policy, the bank has defined Core Values which 
are specific indicators which the bank finds important to the overall sustainability performance 
of a client. The Agri Core Values are detailed in this section. 
 
4. E&S Performance 
 
The purpose of this section is to assess the client's overall approach or commitment to managing 
the E&S aspects of its activities, its ability or capacity to fulfil such commitments, and its track 
record at doing so. Section 1 is organised around the following sub-sections:  
 

• I. Commitment: Is the client committed to key E&S performance requirements relevant to 
its business? 

• II. Capacity: Has the client put in place the necessary management systems to meet the 
stated E&S performance objectives?  

• III. Track Record: Has the client met with its E&S performance requirements?  
 
Scoring 
 
The E&S performance rating (1 to 4) are determined relative to international industry standards 
and best practice where a rating of 1 indicates an E&S performance Above Industry Standards 
and 4 rating, an E&S performance that is Deficient. Each question should be scored according to 
the rating that best describes your client’s characteristics. An explanation of each question, as 
well as examples of 1 and 2 rating are provided in § III. You should also refer Appendix 1 which 
lists industry standards and best practice. 
 
5. Assessment outcomes 
 
Based on your responses to the questions in sections I, II and III, the SAM will automatically 
generate an overall client E&S performance rating of Above Industry Standards, Industry 
Standards, Below Industry Standards, or Deficient. 
 

• Rating 1: Above Industry Standards refers to a process or initiative that is leading in the 
industry in which a client operates. Such processes or initiatives typically go above and 
beyond industry standards. Examples of industry best practice include companies that 
have implemented strong community relationships, or are participated in multi stakeholder 
initiatives, or progressing the debate around sustainability issues relevant to their activities. 
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• Rating 2: Industry Standards refers to meeting national standards such as government 

legislation requirements or widely accepted industry practices.  
 

• Rating 3: Below Industry Standards refers to an organization whose activities may be 
associated with certain E&S risks, but nevertheless has few or no policies and procedures 
in place to address such E&S risks. 

 
• Rating 4: Deficient refers to an organization which neither acknowledges any E&S risks 

nor attempts to mitigate such E&S risks. These companies typically make very little or no 
information available on E&S issues  

 
III.  GUIDANCE ON COMPLETING THE SUSTAINABILITY ASSESSMENT MATRIX 
 
Start selecting the appropriate SAM to complete (Segment A or Segment B), based on the 
company profile and business activities of your client.  
Please note that the client should be categorized as belonging to either Segment A or B based 
on the business activities at the client’s corporate/parent level. 
 

1. SEGMENT A: UPSTREAM CLIENTS (PRODUCTION/ PROCESSING OR PRE-
FINANCING) 

 
General Information 
In this section, you should provide the requested details on the client in the shaded boxes.  
 

Where the client is only operating and sourcing from high income OECD countries (answer yes to 
the question), it is assumed that the process around the establishment of new plantation or the 
extension of existing ones is in line with industry standard and section IV will not need to be 
answered and will default to a rating of 2. 
 

Where the company is establishing new plantations or is expanding its existing ones, (answer to the question is "Yes"), 

the client needs to comply with additional E&S indicators, and section IV need to be completed. Where the client is not 

establishing new plantations or expanding its existing one, additional E&S indicator are not relevant and do not need to 

be answered. 

 
Segment A - Section I:  COMMITMENT 
 

I.a. Environmental Responsibilities 
 
Description:  
 
This section looks at whether the company understands the key environmental issues that matter 
to its business, and whether it articulates its approach and performance requirements to 
addressing such issues. This can include specific policies, code of conducts, business principles 
or other documented evidence. 
 
Examples:  
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Industry Standards, environmental policies would be a detailed articulation of all key environmental 
issues relevant to the client’s business and the commitment to avoid, minimise or mitigate the 
environmental risks resulting from or relevant to its activities. More specifically, the client should 
have policies are in line with national legislation and demonstrate the client’s commitment to the 
protection of the environment, the responsible use of resources, pest management and waste 
reductions programs. 
 
Above Industry Standards, in addition to all the characteristics described above, the policies 
specifically address ecosystems, pest diseases and invasive species, conservation of soil and 
water resources, waste reduction and GHG emissions monitoring and describes the company's 
commitment to Industry Sustainability Initiatives. 
 

I.b. Human Rights and Working Conditions 
 
Description: 
 
This section looks at whether the company understands the key labor human rights issues 
relevant to its business, and whether it articulates its approach to addressing such issues.  
 
Examples:  
 
It is considered Industry Standards to comply with the requirements of the 8 ILO core labor 
conventions22, Universal Declaration of Human Rights and/or the OECD Guidelines for Multinational 
Enterprises. In addition, according to industry standards, the company has defined a code of 
business conduct which includes provision against corruption and bribery practices.  
 
Above Industry Standards: in addition to commitment against the use of child and forced labor, 
discrimination and corruption, the client has social policies in place which articulate its 
commitment to: 
 

▪ Salaries and benefits equal or more than the legal minimum; 
▪ Workweek and working hours that do not exceed the legal maximums or those established 

by the ILO (and include rest periods during the workday, annual paid vacation days, holidays, 
and rest days); 

▪ The provision of healthy and safe working environment (access to potable water, sanitary 
facilities and domestic waste collection); 

▪ Provision of safe and decent living conditions (including access to medical services and 
education) 

▪ Respect employees' right to association and not interfere with worker's own efforts to set 
up representational mechanisms in accordance with the law; 

 
22 **ILO 8 Core Conventions: 
- C-29 Forced Labor Convention 
- C-87 Freedom of Association and Protection of the Right to Organise Convention; 
- C-98 Right to Organise and Collective Bargaining Convention; 
- C-100 Equal Remuneration Convention; 
- C105 Abolition of forced Labor Convention 
- C-111 Discrimination Convention 
- C138 Minimum Age Convention 
- C182 - Worst forms of Child Labor Convention 
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▪ No discrimination in its labor and hiring policies; 
▪ Imposing its policy to its suppliers. 

 
I.c. Commitment to Responsible Sourcing 
 
Description: 
This section considers the extent to which the company is committed to sourcing certified 
sustainable commodities, whether it has set specific targets for this and/or whether the client 
has defined specific E&S performance requirements for its suppliers or the farms it is sourcing 
from. 
 
Examples:  
It is considered Industry Standards to require that suppliers operate in compliance with national 
legislation, that their employment practices are consistent with international labor standards and 
that they are not complicit of human rights abuse. 
 
Companies Above Industry Standards include companies requiring their suppliers to be certified to 
internationally recognized standards such as RAN or Fairtrade as well as companies that deal with 
its suppliers (and more specifically small holder suppliers) in a fair (equitable prices to guarantee 
appropriate remuneration) and ethical way and contributing to the education and the development 
of its suppliers. 
 

I.d. Stakeholders Engagement Policy 
 
Description:  
This section addresses the extent to which the company engages, builds and maintains 
constructive relationships with local communities. The intent is that communities are identified 
and engaged in the issues of interest to them, and communication and consultation plans 
establish a foundation for and maintain good stakeholder relations in order to maintain the 
company’s social license to operate. This section seeks to understand the extent to which the 
company is considered as a good neighbor. 
 
Examples:  
 
Industry Standards community engagement means:  
 

▪ Disclosure of relevant information regarding the company’s activities and operations 
(through regular information letters, public meetings, site visits, publication and disclosure 
of environmental reports and surveys, publication of information on company’s website).  

▪ Communication and consultation plans outlining resource allocation, responsibilities, 
objectives, monitoring and review. 

▪ A grievance mechanism or procedure in order to receive and address concerns or 
grievances that are raised by affected communities in relation to E&S performance 

 
Above Industry Standards: In addition to all the characteristics described above, policies and 
procedures are in place for identifying and considering the interests of local populations and 
community interest groups regarding the company's activities or changes that could have an 
impact on their health, employment or local natural resource. This is specified in a community / 
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stakeholder engagement plans have been developed with the participation of affected people, and 
include a high level of sensitivity to culture, gender, needs of vulnerable social groups, provision of 
forms of assistance, transparency, accessibility of information, monitoring and review  
 
I.e. Benefits to Local Communities  
 
Description:  
This section analyses the extent to which the company makes efforts to deliver economic and 
social development benefits and how these are shared amongst local and/or regional 
communities, beyond one-off compensation payments or resettlement support for company 
affected communities. The intent is that commitments to economic and social development 
benefits and benefit-sharing strategies are delivered, and that affected communities gain 
sustainable benefits from the company’s business activities.  
 
Examples of Industry Standards include: 

▪ Commitment to employing local people; 
▪ Sourcing from local suppliers;  
▪ Improved health and education services.  

 
In addition to the characteristics described above, Above Industry Standards include companies 
that work in partnership with local institutions and civil society, work on local infrastructure 
improvement project or capacity building and training (for suppliers and small holders) and that 
that may have been recognized for their efforts in the market through the receipt of awards from 
independent and credible organizations or peer recognition. 
 
Segment A - Section II:  CAPACITY 
 

II.a. E&S Management Systems (ESMS)  
 
Description:  
This section seeks to identify whether the company has in place a framework of E&S processes 
and procedures (an ESMS) to ensure that it can fulfil all tasks required to achieve its E&S 
commitments and objectives. The scale and complexity of the social and environmental 
management system depends on the level of risk and the size and complexity of the operation, 
as well as the farm’s external and internal environmental and social factors 
 
Examples:  
An Industry Standards ESMS defines: 

▪ E&S policies and procedures; 
▪ Organizational structure and responsibilities for E&S issues; 
▪ E&S performance targets; 
▪ Continuous improvement and monitoring the company’s E&S performance; 
▪ Information management to senior management/board; 
▪ Regular disclosure/reporting to key stakeholder groups.  

 
In addition to all the characteristics defined above, an ESMS Above Industry Standards is certified 
to an internationally recognized standard (e.g. ISO 14001 or Fairtrade or organic label) and is 
independently verified. 
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II. b. Organizational Capacity to manage E&S issues 
 
 
Description:  
This section addresses whether the company has an organizational structure and the resources 
that will enable the implementation of its E&S commitments, ESMS and performance objectives. 
 
Examples:  
 
Industry Standards organizational capacity to manage E&S issues is characterized by: 

▪ Formalized roles, responsibilities and authority to implement the company’s commitment 
and policies; 

▪ Evidence of sufficient management support and human and financial resources to deliver 
the company’s commitments in an effective and consistent manner; 

▪ Clear management and reporting lines that provide for effective and efficient 
communication within the company;  

▪ Evidence of appropriate checks and balances to ensure delivery of the ESMS;  
▪ Specific capacity to ensure emergency response capability; 
▪ Appropriately qualified individuals with relevant technical, management and other skills;  
▪ Ability to manage E&S issues at all levels and locations or operations - i.e. adequate staff 

numbers and / or clear accountabilities for E&S issues across business lines and locations. 
 
In addition to the above, in the case of Above Industry Standards, all staff with lead responsibility 
for E&S would have this articulated into their job specifications and would be incentivized and 
rewarded accordingly. 
 

II.c. Training Capacity 
 
Description:  
In this section, the extent to which the company ensures that all staff has received adequate E&S 
training is assessed. The intent is to understand whether staffs have the skills, knowledge and 
capability to manage E&S risks resulting from the company’s business activities and know how 
to carry out their work correctly and safely (especially regarding the handling of machinery and 
agricultural equipment).  
 
Examples:  
Industry Standards training is characterised by the following: 

▪ Comprehensive, covering all E&S risks that might arise from the company’s business 
activities (operational health and safety, pollution and accident prevention and emergency 
response); 

▪ Relevant to the responsibilities of the employees; 
▪ Repeated on a regular basis (at least annually) to ensure knowledge is up-to-date 

 
In addition to the above, Above Industry Standards, E&S training would be mandatory for all 
employees, and included into induction program for new employees. Another example of industry 
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best practice is the development of support and capacity building programme for suppliers (in 
particular small holders) on sustainable farming practices. 

 

II.d. Assessing Capacity of Suppliers  
 
Description: 
This section seeks to identify how the company assesses the E&S capacity of its suppliers and 
the farms it is sourcing from. The intent is to understand how the company ensures that the farms 
it is sourcing from have the capacity to support its E&S performance and whether the company 
has measures in place to identify these farms that may not comply with its E&S standards.   
 
Examples:  
Industry Standards consists of screening the reputation, E&S track record (for example for the use 
of child or forced labor), health and safety commitments and performance of suppliers and / or 
performing site visits for the farms and plantations most at risks. 
 
Above Industry Standards may consist of having suppliers’ due diligence and approval procedures 
specifically addressing the use of child and forced labor, or engaging independent third parties to 
conduct an E&S due diligence of suppliers, or conducting ad hoc site visits of farms or plantation it 
is sourcing from.  
 

II.e. Transparency and E&S Reporting 
 
Description: 
This section looks at the extent to which the company discloses information relating to its E&S 
performance and to whom this information is made available. The intent is to assess whether the 
company is transparent on its E&S performance, accountable towards its stakeholders and 
committed to meet its E&S performance objectives 
 
Examples:  
Industry Standards for listed companies consists of reporting on relevant E&S performance 
indicators along international reporting standards and metrics such as Global Compact or the 
Global Reporting Initiative (GRI); for non-listed companies, transparency involves disclosing E&S 
information to stakeholders.  
 
In addition to the above, Above Industry Standards consists of reporting on energy use and 
achievement against E&S targets and KPIs and of having third party assurance / audit over key 
data. 
 
Segment A - Section III:  TRACK RECORD  
 

III.a. Serious Accident Record 
 
Description: 
Serious accidents and health and safety statistics may provide a warning for poor or slipping E&S 
standards, the well-being of employees at work and neighboring communities and generally how 
a company treats its employees. The intent is to understand how effective the company’s 
management systems and procedures are in ensuring that the health and safety of employees 
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and the surrounding communities is safeguarded. Typical indicators include but are not limited 
to ill health, fatal injuries, non-fatal injuries, lost time injury rate, absenteeism rate, property 
damage, near misses, or cost of health and safety losses. 
 
Examples:  
 
Industry standard is characterized by stable or declining accident and injury rates and where 
management actions have been taken to address the situation. 
 
Industry best practice includes companies whose health and safety record is low compared to 
peers and/or improving over time. 
 

III.b. Stakeholder, Media and NGO campaigns 
 
Description: 
Stakeholder, media and NGO campaign may give an indication of the company’s relation with its 
stakeholders. The intent is to understand how effective the company’s management systems and 
procedures are in supporting the implementation of company’s community engagement strategy 
and commitments. Typical indicators include track record information from press scans of past 
actions from news, internet and other media sources.  
 
Examples:  
Industry Standards is reflected by companies who are generally well regarded by stakeholders and 
whose management has taken appropriate actions to address any adverse stakeholders, NGO 
campaigns or boycott.  
 
Above Industry Standards includes companies who are well-regarded by stakeholders and for 
which there has been limited or no adverse stakeholders, NGO campaigns or boycott. 
 

III. c. Legal Action on E&S Issues 
 
Description:  
The intent here is to determine whether fines or other penalties have been levied against the client 
and to understand whether the client is culpable of systematic failings in terms of environmental 
performance rather than administrative or bureaucratic failings.  
 
Examples:  
Industry Standards is reflected by companies that are generally compliant with local laws and 
regulations and which may have had punitive E&S fines but that are isolated (not frequent) and 
minor in nature, i.e. which do not have a significant impact on the company’s financial position and 
reputation.  
 
In the case of Above Industry Standards, there is evidence of strong management oversight over 
the company’s compliance with local laws and regulations, which translates in the fact that there 
has been limited or no fines or penalties. 
 

Segment A - Section IV:  NEW PLANTATIONS OR EXPANSION OF EXISTING ONES 
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IV.a. E&S Impact Assessment and Management Plan 
 

Description:  

The intent is to understand how the company ensured that the E&S impacts of the new plantation/ 

expansion are minimized or mitigated, whether the company has a legitimate right to land use 

and tenure and negotiations concerning compensation or loss of legal or customary rights are 

dealt with through a documented system and the way the community is informed and able to 

communicate with the client.  

 

Examples:  

Industry Standards is reflected by the completion of a comprehensive and participatory 

independent Environmental and Social Impact Assessment (ESIA) in order to identify the potential 

social and environmental impacts resulting from new work or activities23 before the initiation of any 

changes. The company is committed the principles of Free Prior Informed Consent with regards to 

land acquisition is able to demonstrate this by presenting the appropriate official documentation 

and or showing: 

▪ The absence of significant disputes on land use, tenure and access; 

▪ The consent of local communities, regarding the land, natural and agricultural resources. 

 

Finally, it is considered Industry Standards to document and make available for public view a 

grievance mechanism to address and remedy complaints and comments related to a client’s 

activities. 

 

In addition to the above, Above Industry Standards practices entails the completion of an ESIA 
which complies with internationally recognized standards (such as the IFC performance 
standards). 
 

Segment A - Section IV:  OUTCOME 
 

Based on your responses to Sections I, II, III and IV, an overall Client E&S Performance of Above 
Industry Standards, Industry Standard, Below Industry Standards, or Deficient will be 
automatically generated. In addition to the E&S Performance, the SAM indicates whether the 
client fully, partially or do not comply with DBM's key indicators. 
 
You can add additional information in the comment/ recommendation box to detail some specific 
aspects of the E&S performance of your client.   
 
In case the client scores Below Industry Standards or Deficient in a particular subject (any of the 
questions of sections I, II, III and IV), this score needs to be highlighted and include an explanation 
on how the score is planned to be improved.   

 
 
 

 
23 These include the expansion of production areas, the construction or installation of new infrastructure, or major  changes in production or processing 
systems. 
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2. SEGMENT B:  DOWNSTREAM COMPANIES  
 
The E&S Performance assessment of downstream clients (including intermediate buyers without 
direct pre-financing of plantations or final buyers and traders that do not have any processing 
operations) focuses on the client’s commitment, capacity and track record to assess the E&S 
Performance of farms, plantation of processing facilities the client is sourcing from (the 
"Suppliers"). 
 
General Information 
In this section, you should provide the requested details on the client in the shaded boxes.  
 
Where the client does not source directly from farms, owns any processing facilities, or employs 
less than 20 FTE, the assessment focuses on the Capacity and E&S track record and performance 
of the farm it is sourcing from. Section I (Commitment), will not need to be answered and will 
default to a rating of 2. 
 
Where a trader is only sourcing from high income OECD countries (answer yes to the question), 
it is assumed that the delivery of benefits to the local communities may be less relevant for the 
trader’s business activities. The related question (I.c) will not need to be answered and will default 
to a rating of 2. 
 
Segment B - Section I: COMMITMENT  
 

I.a. Commitment to Sustainability Standards  
 
Description 
This section looks at whether the company is committed to sustainability and to promoting 
responsible agricultural practices along its supply chain.  
 
Examples:  
Industry Standard consists of promoting sustainability and good agricultural practices and 
publically stating this commitment.  
 
It is considered Above Industry Standards to be a member of a sustainability initiative or industry 
associations that promote sustainable and responsible agricultural practices (fair trade 
organisation, FLO…etc). Companies that are members to such initiatives have in general committed 
to taking into account the environmental impacts, working conditions and community relations 
related to their supply chain. 
 

I.b. Commitment to Responsible/Sustainable Sourcing  
 
Description:  
 
This section considers the extent to which the company is committed to sourcing certified 
sustainable commodities, whether it has set specific targets for this and/or whether the client 
has defined specific E&S performance requirements for its suppliers. Furthermore, this sections 
looks at whether clients deal with its suppliers (and more specifically small holder suppliers) in a 
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fair and ethical way and whether it contributes to the education and the development of its 
suppliers. 
 
It is considered Industry Standards to require that suppliers operate in compliance with national 
legislation, that their employment practices are consistent with international labor standards and 
that they are not complicit of human rights abuse. 
 
Companies Above Industry Standards include companies requiring their suppliers to be certified to 
internationally recognized standards such as RAN or Fairtrade as well as companies that deal with 
its suppliers (and more specifically small holder suppliers) in a fair (equitable prices to guarantee 
appropriate remuneration) and ethical way and whether it contributes to the education and the 
development of its suppliers. It is also considered best practice to include such requirement into 
legal documentation. 
 

I.c. Benefits to Local Communities  
 
Description:  
This section analyses the extent to which the company makes efforts to deliver economic and 
social development benefits and how these are shared amongst local and/or regional 
communities, beyond one-off compensation payments or resettlement support for company 
affected communities. The intent is that commitments to economic and social development 
benefits and benefit-sharing strategies are delivered, and that affected communities gain 
sustainable benefits from the company’s business activities.  
 
Examples of Industry Standards include: 

▪ Commitment to employing local people; 
▪ Sourcing from local suppliers; 
▪ Improved health and education services.  

 
In addition to the characteristics described above, Above Industry Standards include companies 
that work in partnership with local institutions and civil society, work on local infrastructure 
improvement project or capacity building and training (for suppliers and small holders) and that 
that may have been recognized for their efforts in the market (listing on the Dow Jones 
Sustainability Index, FTS4Good etc), or through the receipt of awards from independent and 
credible organizations or peer recognition. 
 
Segment B - Section II:  CAPACITY TO ASSESS E&S PERFORMANCE OF SUPPLIERS 
 

II.a. Assessment of E&S Performance of Suppliers  
 
Description: 
This section seeks to identify how the company assesses the E&S capacity of its suppliers and 
the farms it is sourcing from. The intent is to understand how the company ensures that the farms 
it is sourcing from have the capacity to support its E&S performance and whether the company 
has measures in place to identify these farms that may not comply with its E&S standards.   
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Examples:  
Industry Standards consists of screening the reputation, E&S track record (for example for the use 
of child or forced labor), health and safety commitments and performance of suppliers and / or 
performing site visits for the farms and plantations most at risks. 
 
Above Industry Standards may consist of having supplier’s due diligence and approval procedures 
specifically addressing the use of child and forced labor, or engaging independent third parties to 
conduct an E&S due diligence of suppliers, or conducting ad hoc site visits of farms or plantation it 
is sourcing from.  
 
Segment B - Section III:  TRACK RECORD AND PERFORMANCE OF SUPPLIERS 
 

III.a. Serious Accident Record of Suppliers 
 
Description: 
Serious accidents and health and safety statistics may provide a warning for poor or slipping E&S 
standards, the well-being of employees at work and neighboring communities and generally how 
a company treats its employees. The intent is to understand how effective the Supplier is in 
ensuring that the health and safety of employees and the surrounding communities is 
safeguarded. Typical indicators include but are not limited to ill health, fatal injuries, non-fatal 
injuries, lost time injury rate, absenteeism rate, property damage, near misses, or cost of health 
and safety losses. 
 
Examples:  
Industry standard is characterized by stable or declining accident and injury rates and where 
management actions have been taken to address the situation. 
 
Industry best practice includes companies whose health and safety record is low compared to 
peers and/or improving over time. 

 
III.b. Stakeholder, Media and NGO campaigns against Suppliers 
 
Description:  
Stakeholder, media and NGO campaign may give an indication of the company’s relation with its 
stakeholders. The intent is to understand how effective the client is when assessing suppliers’ 
E&S reputation. Typical indicators include track record information from press scans of past 
actions from news, internet and other media sources. 
 
Examples:  
Industry Standards is reflected by suppliers who are generally well regarded by stakeholders and 
whose management has taken appropriate actions to address any adverse stakeholders, NGO 
campaigns or boycott. 
 
Above Industry Standards includes suppliers who are well-regarded by stakeholders and for which 
there has been limited or no adverse stakeholders, NGO campaigns or boycott. 
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III. c. Legal Action on E&S Issues against Suppliers 
 
Description:  
The intent here is to determine whether fines or other penalties have been levied against the 
client’s suppliers and to understand whether the client’s suppliers are culpable of systematic 
failings in terms of environmental performance rather than administrative or bureaucratic 
failings. 
 
Examples: 
Industry Standards is reflected by suppliers that are generally compliant with local laws and 
regulations and which may have had punitive E&S fines but that are isolated (not frequent) and 
minor in nature, i.e. which do not have a significant impact on the company’s financial position and 
reputation. 
 
In the case of Above Industry Standards there is evidence of strong management oversight over 
the suppliers' compliance with local laws and regulations, which translates in the fact that there 
has been limited or no fines or penalties. 
 

Section IV OUTCOME 
 

Based on your responses to Sections I, II and III an overall Client E&S Performance of Above 
Industry Standards, Industry Standards, Below Industry Standards, or Deficient will be 
automatically generated. You can add additional information in the comment / recommendation 
box to detail some specific aspects of the E&S performance of your client.  
 
In case the client scores Below Industry Standards or Deficient in a particular subject (any of the 
questions of sections I, II, and III), this score needs to be highlighted and include an explanation 
on how this score is planned to be improved.   
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APPENDIX 1: ENVIRONMENTAL AND SOCIAL RISKS ASSOCIATED WITH THE AGRI-COMMODITIES SECTOR 
 

Activities KEY E&S RISKS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Upstream 
Farming and Processing 

• Extensive and intensive agriculture leading to deforestation 
and conversion of wild habitat, with implications such as loss 
of biodiversity and ecosystem services, soil erosion, land 
degradation, natural stock depletion; 

• Overuse and pollution of land, surface and groundwater due to 
the use of pesticides, fertilizers and fuels, lubricants and other 
chemicals and to Liquid and solid waste – such as farm slurry, 
manure, chemical waste, by-products, other wastewater; 

• Local community and their access to land and resources – 
limited access to land, water, fuel wood, potentially leading to 
poverty, social disruption, disputes over land tenure and land 
use (land grabbing), migration, involuntary resettlement, and 
lower local food security; 

• Violation of the rights of indigenous people and local 
communities; 

• Impact on endangered or threatened species (e.g. fish) 
through over exploitation; 

• Introduction of invasive species (Genetically Modified 
Organisms), in both agri- and aqua -culture; 

• Air emissions (pollutants such as carbon oxides COx, nitrogen 
oxides NOx, Sulphur oxides SOx, volatile organic compounds 
VOC, other particulate matter, other greenhouse gases - GHG, 
dust), resulting from harvest, agricultural burning, pesticide 
spraying, emissions from fertilizers, methane from livestock; 

• Occupational health and safety issue in connection with use of 
machines, vehicles, equipment, exposure to dust and harmful 
substances;  

• Human rights abuses, including forced and child labor, unsafe 
working conditions, non-living wages, forced relocation, 
discrimination of employees, denial of freedom of expression 
and freedom of association, violence, and other abuses, use of 
immigrant and migrant labor with minimal or no benefits and 
protection under labor regulation; 

• Food safety and risks to human health resulting from diseases 
(Mad Cow Disease’ or the Avian Flu), the use of GMOs, 
pesticides, hormones or antibiotics. Other human health issues 
related to obesity, malnutrition, anemia, and diabetes; 

• Fair and equitable prices to guarantee appropriate 
remuneration, ensure the continuity of small farming 
businesses and rural communities and the fair treatment of 
small holder suppliers in comparison with larger plantations; 

• Supply chain and uncertain chain of custody:  product 
traceability and labelling to counter illegally produced 
products, or with poor labor standards and practices; 
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• Transparency in the value chain to demonstrate equitable 
distribution of costs and benefits; 

• Abusive bargaining power of retailers which might impose 
unfair conditions to their suppliers (e.g. fruits and vegetable 
growers); 

• Food speculation and speculation on food prices by 
commodity traders resulting in inflation of food prices. 

• Growing competition and tension between use of resources for 
food, feed (for animals) or bio fuels. 

 
 
 
 
 
 
 
 
 
 
Downstream 
Trading 

• Fair and equitable prices to guarantee appropriate remuneration 
to ensure the continuity of small farming businesses and rural 
communities and the fair treatment of small holder suppliers in 
comparison with larger plantations; 

• Supply chain and uncertain chain of custody:  product 
traceability and labelling to counter illegally produced products, 
or with poor labor standards and practices; 

• Transparency in the value chain to demonstrate equitable 
distribution of costs and benefits; 

• Abusive bargaining power of retailers which might impose 
unfair conditions to their suppliers (e.g. fruits and vegetable 
growers); 

• Food speculation and speculation on food prices by commodity 
traders resulting in inflation of food prices. 

• Growing competition and tension between use of resources for 
food, feed (for animals) or bio fuels. 
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APPENDIX 2 GLOSSARY 

  
GLOSSARY 

Appropriately 
qualified staff 

Appropriately qualified individuals will have: (a) received specific 
training that has provided them with relevant technical, management 
and other skills, (b) defined roles and responsibilities that allow them to 
undertake allotted tasks, (c) clear management and reporting lines that 
provide for effective and efficient communication within the company. 
Consideration should be given to the ability of client to manage 
Environmental and Social (E&S) issues at all levels and locations or 
operations - i.e. adequate staff numbers and / or clear accountabilities 
for E&S issues across business lines and locations. 

Contractors A contractor may be the lead construction contractor for a new project, 
or a principal business client in a supply chain, a provider of logistical 
services such as storage facilities, transport…etc.  

Economic and 
Social 
Development 
Opportunities 

Businesses are often perceived to have some level of responsibility to 
deliver positive economic and social development benefits in the areas 
in which they operate. Such opportunities may be part of broader socio-
economic development initiatives and may include working in 
partnership with local institutions and civil society, commitment to 
employing local people, sourcing from local suppliers, local 
infrastructure improvement projects, capacity building, training, and 
improved health and education services. 

Employment 
Practice 

Employment practices and terms should be defined within a human 
resources policy or other clearly stated and widely available statement 
of company commitments. It should include information regarding 
worker rights under national labor and employment law, including their 
rights related to wages and benefits (overtime arrangements and 
overtime compensation, and leave for illness, maternity, vacation or 
holiday). This information should be communicated to all employees 
and workers. 

Global Reporting 
Initiative 

The Global Reporting Initiative is a multi-stakeholder process and 
independent institution whose mission is to develop and disseminate 
globally applicable Sustainability Reporting Guidelines. 

Greenhouse Gas 
Emissions 

Significant emissions are considered to be those that exceed 100,000 
tons carbon dioxide equivalent per year for the aggregate emissions of 
direct sources and indirect sources. Emissions of this scale are likely to 
be evident in industry sectors such as energy, transport, heavy industry, 
agriculture, forestry and waste management. Estimation 
methodologies are provided by the Intergovernmental Panel on Climate 
Change (IPCC), various international organizations and relevant host 
country agencies. 

Grievance 
Mechanism 

The client will provide a grievance mechanism or procedure for workers 
(and their organizations, where they exist) to raise workplace concerns. 
The client will inform all workers of the grievance mechanism or 
procedure at the time of hire, and make these easily accessible to all 
workers. The mechanism or procedure should address concerns 
promptly at an appropriate level of management, using an 
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understandable and transparent process that provides feedback to 
those concerned, without any retribution. The mechanism or procedure 
should not impede or delay access to other judicial or administrative 
remedies that might be available under law or through existing 
arbitration procedures. 

Hazardous 
Material 

Materials that represent excessive risks to property, the environment 
and human health because of their chemical and/or physical 
characteristics. Hazardous materials include: explosives, toxic and 
flammable gases, flammable liquids, flammable solids, oxidizing 
substances, toxic or infectious materials, radioactive substances, 
corrosive substances, and other miscellaneous materials. In all 
circumstances, the client will prevent the manufacture, trade, and use 
of chemicals and hazardous materials subject to international bans or 
phase-outs due to their high toxicity to living organisms, environmental 
persistence, potential for bioaccumulation, or potential for depletion of 
the ozone layer and promote the substitution in the use of such 
chemicals. 

Hazardous 
Wastes 

Effective hazardous waste management should demonstrate that the 
client has assessed risks (during construction, operations and as 
appropriate close down/ decommissioning) and developed a 
hazardous waste management strategy that will prioritize waste 
management as follows: (i) avoid or minimize the generation of 
hazardous and non-hazardous waste materials as far as practicable; 
(ii) recover and reuse waste where possible; (iii) treat, destroy, and 
dispose of remaining waste materials in an environmentally sound 
manner. If the waste is considered hazardous, the client will explore 
commercially reasonable alternatives for its disposal considering the 
limitations applicable to its transboundary movement. When waste 
disposal is conducted by third parties, the client will use contractors 
that are reputable and legitimate enterprises that are licensed by the 
applicable regulatory agencies. 

ILO Core 
Conventions 

**ILO 8 Core Conventions: 
- C-29 Forced Labor Convention 
- C-87 Freedom of Association and Protection of the Right to Organize 
Convention; 
- C-98 Right to Organize and Collective Bargaining Convention; 
- C-100 Equal Remuneration Convention; 
- C105 Abolition of forced Labor Convention 
- C-111 Discrimination Convention 
- C138 Minimum Age Convention 
- C182 - Worst forms of Child Labor Convention 

Indigenous 
Communities 

There is no universally accepted definition of “Indigenous Peoples”, and 
they may be referred to by such terms as “Indigenous ethnic 
minorities,” “aboriginals,” “hill tribes,” “minority nationalities,” 
“scheduled tribes,” “first nations,” or “tribal groups.” depending on the 
location/ country in question. For the purposes of the Toolkit, the term 
“Indigenous Peoples” is used in a generic sense to refer to a distinct 
social and cultural group possessing the following characteristics in 
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varying degrees: (i) Self-identification as members of a distinct 
indigenous cultural group and recognition of this identity by others; (ii) 
Collective attachment to geographically distinct habitats or ancestral 
territories in the project area and to the natural resources in these 
habitats and territories; (iii) Customary cultural, economic, social, or 
political institutions that are separate from those of the dominant 
society or culture; (iv) An indigenous language, often different from the 
official language of the country or region. These characteristics expose 
Indigenous Peoples to different types of risks and severity of impacts, 
including the loss of identity, culture, and customary livelihoods, as well 
as exposure to impoverishment and disease. 

Local Benefit 
Capture 

Broadly defined as the efforts a company makes to create local 
economic opportunity and development as part of its business 
activities (including retention of a fair share of taxes /revenues from 
extractive and other business activities for use locally). In the extractive 
sector in particular, there is often expectation from local communities 
that economic benefits will be generated by mining or oil production. 
Delivery of local benefits will vary, but can include commitments to 
local employment, sourcing of materials, goods and services, support 
to infrastructure, education and other public services. 

Manage Solid and 
Other Wastes 

Effective solid waste management should demonstrate that the client 
has assessed risks (during construction, operations and as appropriate 
close down/ decommissioning) and developed a solid waste 
management strategy that will prioritize waste management as 
follows: (i) avoid or minimize the generation of hazardous and non-
hazardous waste materials as far as practicable; (ii) recover and reuse 
waste where possible; (iii) treat, destroy, and dispose of remaining 
waste materials in an environmentally sound manner. If the waste is 
considered hazardous, the client will explore commercially reasonable 
alternatives for its disposal considering the limitations applicable to its 
transboundary movement. When waste disposal is conducted by third 
parties, the client will use contractors that are reputable and legitimate 
enterprises that are licensed by the applicable regulatory agencies. 

Manage the Use 
of Hazardous 
Materials 

This will require demonstration of ways in which the client has or will: 
(i) avoid or minimize the release of hazardous materials; or (ii) when 
avoidance and minimization are not feasible, will limit the release of 
hazardous materials transported, handled, stored and used for project 
activities. Further details of hazardous materials management 
requirements are provided in the IFC guideline on hazardous materials 
management. 

Material to the 
business 
operation 

Where the role of, the products or the services provided by a service 
provider is of significance and importance to the success of overall 
business operations and/or delivery of a project. Examples of material 
service providers may include the operator of an associated facility, the 
lead construction contractor for a new project, the supplier of raw 
material key to the end product, or a principal business client in a 
supply chain. Where resettlement is involved, government agency may 
be considered as a material third party. 
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Middle 
Management 

A layer of management whose primary role is to monitor activities of 
subordinates while reporting to Senior Management. Middle 
Management are generally not involved in strategic business decisions 
but are responsible for implementing Senior Management’s policies 
and plans 

Resettlement or 
Economic 
Displacement 

Involuntary resettlement refers both to physical displacement 
(relocation or loss of shelter) and to economic displacement (loss of 
assets or access to assets that leads to loss of income and sources or 
means of livelihood) as a result of transaction-related land acquisition. 
Depending on circumstance, compensation is required whether or not 
affected parties have legal title to land (specialist advice should be 
sought). Resettlement is considered involuntary when affected 
individuals or communities do not have the right to refuse resettlement. 
This occurs in cases of: (i) lawful expropriation or restrictions on land 
use based on eminent domain, and ii) negotiated settlements in which 
the buyer can resort to expropriation or impose legal restrictions on 
land use if negotiations with the seller fail. It does not apply to willing 
seller willing buyer situations. 

Resource Use 
Efficiency 

Measures that are taken proactively to assess and manage resource 
use (water, energy and other inputs etc) consistent with the principles 
of cleaner production - the continuous use of industrial processes and 
products to prevent the pollution of air, water, and land, to reduce 
wastes at source and to minimize risks to human populations and the 
environment. 

Serious Accident An accident can be qualified as 'serious' if it has potential health  and 
life threatening consequences to human, it causes social disturbances 
(to local communities for example"), it is potentially harmful to the 
environment and it potentially severely damages the property / 
infrastructure. 

Senior 
Management 

Individuals at the highest level of organizational management (e.g. 
board level/ senior executives or business unit heads) who are 
responsible for managing the senior or executive management and 
decision makers for the strategic direction of the organization 

Stakeholders A person, group, or organization that has a direct or indirect stake in a 
business or organization because it can affect or be affected by the 
organization’s actions, objectives, policies and procedures. 
Stakeholders may include investors, shareholders, customers, 
directors, employees, national or local government authorities, the 
academic community, non-governmental organizations, suppliers, 
unions, and the local community from which the business draws its 
resources. 

Stakeholder 
Engagement 
Strategy  

A Stakeholder Engagement Programme to address E&S issues: A 
formal plan or programme which: (a) identifies all relevant 
stakeholders; (b) details the mechanism by which E&S information will 
be disclosed to stakeholders; (c) explains how stakeholder 
consultation relating to E&S issues will be carried out; and (d) 
establishes a formal grievance mechanism to resolve E&S issues. 
Stakeholder engagement is undertaken in a manner that is inclusive 
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and culturally appropriate. It provides any affected stakeholders with 
opportunities to express their views on business risks, impacts and 
mitigations measures related to E&S issues, and allows the client to 
consider and respond to them. Where any stakeholders such as 
indigenous communities may be displaced, the consultation process 
must ensure free, prior and informed consultation. 

Standard ESMS A Standard E&S Management System (ESMS) defines the 
organizational structure, responsibilities, policies, procedures, training, 
resources and performance targets which are essential for 
successfully implementing either a business wide or project-specific 
E&S management programme. A Standard ESMS enables continuous 
improvement and monitoring of a business or project's E&S 
performance. It also involves regular disclosure to key stakeholder 
groups and can lead to improved economic, financial, social and 
environmental outcomes. 

Suppliers  Suppliers of raw and semi-finished products, fertilizers, seeds, 
machinery, etc.  
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ANNEX XII: Sustainability Performance Assessment 
Questionnaire  
 
 Questions to Agri Commodities Clients involved in Production / Upstream activities 
 
In line with DBM’s commitment to sustainability and DBM’s strategy to grow business in an environmentally 
and socially responsible manner, we have developed Sustainability Guidelines and tools for the Agri 
Commodities. Our approach to sustainability is one that encourages client intimacy and sector knowledge, 
leading to improved service and innovation.  
 
In order to better understand how our clients, address the potential Environmental and Social (E&S) impacts 
inherent to their business activities, we have prepared a set of questions in order for us to complete our 
sustainability assessment tools. 
 
For the avoidance of doubt, we define E&S issues as follows: 
 

▪ Environmental: covering both the operating footprint (occupational health and safety, emissions 
etc) and broader impacts (climate change, biodiversity, water etc) of your operations. 

▪ Social: covering both the operating footprint (labor, working conditions) and broader impacts (local 
communities, resettlement, cultural property etc). 

 
1. QUESTIONS RELATED TO YOUR COMMITMENT TO ENVIRONMENTAL AND SOCIAL STANDARDS 

 
a) Environmental Policies 

 
▪ Do you have general or specific policies in place to address the Environmental risks (i.e. 

corruption and bribery) you are exposed to?  
▪ Do the E&S policies refer to recognized international standards and industry best practices or to 

national legislation? Do they include clear E&S targets and Key Performance Indicators? 
▪ Do you commit to engaging with and disclosing relevant E&S information to your stakeholders? 
▪ What are the industry initiatives and standards that you consider relevant for your activities and 

do you adhere to any of these? 
▪ If you do not have any formal E&S policies, do you consider E&S risks in your business activities? 

If so, how? 
▪ How do you deal with Green House Gases (GHG) emissions? Do you have to limit your GHG 

emissions? 
▪ Are you active in any energy efficiency programs? 
▪ Please explain your water and waste management procedures. 

 
b) Human Rights and Working Conditions 

 
▪ Do you have policies in place or other formal internal documents (code of business ethics, 

business principles…) to address the Human Rights issues you may be exposed to? Could you 
please provide details and explain the extent to which it addresses? 

 
▪ Compliance ILO Labor Convention, the universal Declaration of Human Rights and/or UN 

Guiding Principles on Business and Human Rights (UNGP) and/or the OECD Guidelines for 
Multinational Enterprises; 
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▪ The use of child labor; 
 
▪ The use of forced labor; 

 
▪ The provision of a healthy and safe working environment; 
 
▪ Fair pay and contracting conditions for employees, contractors and seasonal workers; 
 
▪ The provision of a decent working and living conditions for workers and their families; 
 
▪ Freedom of association and the right to collective bargaining; and 
 
▪ The exclusion of unacceptable practices such as discrimination, bribery and corruption. 

 
c) E&S Performance of Suppliers 

▪ Do you require your main suppliers to commit to specific standards (e.g. internationally 
recognized certification) and to address all E&S risks to which they are exposed? Please 
provide details. 

 
▪ Do you provide training and support to your suppliers (and in particular small holders) on 

sustainable agricultural practices? 
 
▪ Could you please describe how you promote equitable prices and the fair treatment of small 

holder suppliers? 
 

d) Stakeholders and Community Engagement  

▪ Do you have a Stakeholders Engagement Policy in place?  
 
▪ If not, how do you maintain your relationships with your key stakeholders i.e. the local 

communities where your operations / processing activities take place?  
 
▪ Is there a mechanism or a policy in place for dealing with grievances and complaints from 

the communities in which you operate? 
 

e) Benefits to the Local Communities 

▪ Do you engage in any social development or economic development activities? Please provide 
details. 

 
2. QUESTIONS RELATED TO THE IMPLEMENTATION OF YOUR ENVIRONMENTAL AND SOCIAL STANDARDS 

 
a) Environmental &Social Management Systems (ESMS) 

How do you support the implementation of your E&S policies, and ensure compliance with your E&S 
commitments?  

 
▪ Do you have an ESMS in place that defines processes and procedures, organizational charts 

and tools to manage the E&S impacts resulting from your operations? 
 

▪ Does the ESMS include Occupational Health and Safety and emergency response plan and 
preparedness? 
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▪ How do you monitor your E&S performance? Have you defined quantitative, time-bound 
indicators relevant to your E&S risks? 

 
▪ Is the ESMS independently verified or externally audited on a frequent basis? 

 
▪ Is your ESMS certified to an internationally recognized standard (e.g. ISO 14001, OHSAS 

18001)? Are your facilities regularly inspected by third parties on E&S performance? 
 

b) Organization 

▪ Who is responsible for monitoring compliance with the ESMS and E&S policies? Are dedicated 
staffs appointed to monitor and oversee E&S issues? 

 
▪ Are job specifications aligned with the ESMS? 

 
▪ Are staff with lead responsibilities for E&S issues appropriately incentivized and rewarded? 

 
c) Training 

▪ Do you train your staff on the E&S policies and on the ESMS? 
 

▪ Is training mandatory to all employees and is it conducted on an ongoing basis? 
 

▪ Does training include occupational health and safety and emergency planning and preparedness? 
 

▪ Do you have an E&S induction programme for new employees? 
 

d) Capacity of Suppliers 

▪ How do you assess the E&S risks and performance of your suppliers? 
 

▪ Do you have approval procurement checklists and does it specifically address and exclude child 
and forced labor and unacceptable land grabbing practices? 

 
▪ Do you conduct site visits of the farms and plantations you are sourcing from? 

 
▪ Do you engage independent experts to assess the E&S performance of you the farms and 

plantations you are sourcing from? 
 

e) Reporting 

• Do you publically report on your E&S performance and do you use widely accepted reporting 
metrics (such as the Global Reporting Initiative (GRI)? 

 

• Do you report on your emissions and achievements against E&S targets and KPIs? 
 

• Is there third party assurance / external auditing of your report?  
 

3.  QUESTIONS RELATED TO YOUR TRACK-RECORD  
 

a) Health and Safety Record  

Have there been any serious accidents at your facilities in the past two years? Please provide details and 
explain how you have addressed the situation?  
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b) Stakeholder, Media, and NGO campaigns  

Have there been any NGOs / media / communities campaigned against you as a result of your activities? 
If so, please provide details and explain how you have addressed the situation. 
 

c) Legal Action on E&S Issues 

Have there been any legal proceedings against you for E&S issues resulting from your activities? Please 
provide details and explain how you have addressed the situation. 
 

 
IS THERE ANY ADDITIONAL INFORMATION YOU WOULD LIKE TO PROVIDE OR ANY FURTHER COMMENTS THAT YOU WOULD 

LIKE TO MAKE? 
 
 

THANK YOU VERY MUCH FOR YOUR KIND CO-OPERATION! 
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ANNEX XIII: Useful References and Resources  
 
 
 
Exclusion list references:   
 

• ADB:https://www.adb.org/sites/default/files/institutional-document/32056/safeguard-policy-statement-

june2009.pdf  

• FMO: https://www.fmo-im.nl/en/exclusion-list   

• IFC:https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-

ifc/company-resources/ifcexclusionlist#2007 

• KfW: https://www.kfw.de/PDF/Download-Center/Konzernthemen/Nachhaltigkeit/Ausschlussliste_EN.pdf 

• TDBM: https://www.tdbm.mn/en/12275/c?m12275&mc=12278 

Sustainability policy references:  
 

• ADB: ADB Safeguard Policy 

https://www.adb.org/sites/default/files/institutional-document/32056/safeguard-policy-statement-

june2009.pdf  

• EDFI: EDFI Principles for Responsible Financing of Sustainable Development 

https://www.edfi.eu/wp/wp-content/uploads/2017/09/EDFI-Responsible-Financing-

SDG_Principles_final_190515-1.pdf 

• FMO: Sustainability Policy 

https://www.fmo-im.nl/en/sustainability  

• IFC: Policy on Environmental and Social Sustainability 

https://www.ifc.org/wps/wcm/connect/7141585d-c6fa-490b-a812-

2ba87245115b/SP_English_2012.pdf?MOD=AJPERES&CVID=kiIrw0g  

• KFW: Sustainability Guideline 

• TDBM: Environmental and Social Responsibility and Gender Equality Policy 

https://www.tdbm.mn/en/12275/c?m12275&mc=12276 

Human Rights Policy Inclusion and Statements: 
 

• ADB: no standalone human rights statement but various human rights integrated in ADB Safeguard Policy (e.g. 

rights of indigenous people) and Gender and Development in ADB Operations Policy (e.g. gender) 

https://www.adb.org/sites/default/files/institutional-document/31483/om-c2.pdf 

• EDFI: UN Declaration for Human Rights is benchmark and reference to human rights in various policies: e.g. 

EDFI Principles for Responsible Financing of Sustainable Development  https://www.edfi.eu/wp/wp-

content/uploads/2017/09/EDFI-Responsible-Financing-SDG_Principles_final_190515-1.pdf & Advancing Gender 

Smart Investing Resolution https://www.edfi.eu/wp/wp-content/uploads/2017/09/EDFI-Advancing-Gender-

Smart-Investing_Resolution_final_190515-003.pdf  

(EDFI is currently working with the Danish Institute for human rights on harmonizing EDFI members´ 
procedures on embedding human rights in investment processes through the development of joint 
guidance and operational tools informed by international standards on business and human rights 

https://www.adb.org/sites/default/files/institutional-document/32056/safeguard-policy-statement-june2009.pdf
https://www.adb.org/sites/default/files/institutional-document/32056/safeguard-policy-statement-june2009.pdf
https://www.fmo-im.nl/en/exclusion-list
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/company-resources/ifcexclusionlist#2007
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/company-resources/ifcexclusionlist#2007
https://www.kfw.de/PDF/Download-Center/Konzernthemen/Nachhaltigkeit/Ausschlussliste_EN.pdf
https://www.tdbm.mn/en/12275/c?m12275&mc=12278
https://www.adb.org/sites/default/files/institutional-document/32056/safeguard-policy-statement-june2009.pdf
https://www.adb.org/sites/default/files/institutional-document/32056/safeguard-policy-statement-june2009.pdf
https://www.edfi.eu/wp/wp-content/uploads/2017/09/EDFI-Responsible-Financing-SDG_Principles_final_190515-1.pdf
https://www.edfi.eu/wp/wp-content/uploads/2017/09/EDFI-Responsible-Financing-SDG_Principles_final_190515-1.pdf
https://www.fmo-im.nl/en/sustainability
https://www.ifc.org/wps/wcm/connect/7141585d-c6fa-490b-a812-2ba87245115b/SP_English_2012.pdf?MOD=AJPERES&CVID=kiIrw0g
https://www.ifc.org/wps/wcm/connect/7141585d-c6fa-490b-a812-2ba87245115b/SP_English_2012.pdf?MOD=AJPERES&CVID=kiIrw0g
https://www.tdbm.mn/en/12275/c?m12275&mc=12276
https://www.adb.org/sites/default/files/institutional-document/31483/om-c2.pdf
https://www.edfi.eu/wp/wp-content/uploads/2017/09/EDFI-Responsible-Financing-SDG_Principles_final_190515-1.pdf
https://www.edfi.eu/wp/wp-content/uploads/2017/09/EDFI-Responsible-Financing-SDG_Principles_final_190515-1.pdf
https://www.edfi.eu/wp/wp-content/uploads/2017/09/EDFI-Advancing-Gender-Smart-Investing_Resolution_final_190515-003.pdf
https://www.edfi.eu/wp/wp-content/uploads/2017/09/EDFI-Advancing-Gender-Smart-Investing_Resolution_final_190515-003.pdf
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such as the UNGPs and EDFI member best practices. (expected Q2 2021) 
(https://www.humanrights.dk/projects/harmonising-human-rights-procedures-environmental-social-
management-approach-european) 

• FMO: Position Statement on Human Rights  

https://www.fmo.nl/l/library/download/urn:uuid:c0240734-e58f-49d3-b5b3-

8f88d8c20ab0/position+statement+human+rights.pdf 

• IFC: Human rights (e.g. labor rights, rights of indigenous people) are included in the IFC Sustainability Policy 

and the IFC Performance Standards 

https://www.ifc.org/wps/wcm/connect/24e6bfc3-5de3-444d-be9b-

226188c95454/PS_English_2012_Full-Document.pdf?MOD=AJPERES&CVID=jkV-X6h 

• KFW: Human Rights Declaration 

https://www.kfw.de/nachhaltigkeit/Dokumente/Sonstiges/Menschenrechtserkl%C3%A4rung-en.pdf 

• Trade Development Bank of Mongolia:  

Human Rights included in Environmental and Social Responsibility Policy and Gender Equality Policy 

https://www.tdbm.mn/bundles/public/uploads/downloads/20191212-04.pdf &  

https://www.tdbm.mn/bundles/public/uploads/downloads/20191212-GEN.pdf 

• UNDP Human Rights Due Diligence and Covid-19: 

https://www.undp.org/content/undp/en/home/librarypage/democratic-governance/human-rights-due-

diligence-and-covid-19-rapid-self-assessment-for-business.html 

Climate Change Statements: 
 

• ADB:  

https://www.adb.org/sites/default/files/publication/27501/focused-action.pdf 

• EDFI: EDFI Statement on Climate and Energy Finance  

https://www.edfi.eu/wp/wp-content/uploads/2020/11/1.-EDFI-Statement-on-Climate-and-Energy-Finance-

Final.pdf  

• FMO: Taking climate action. How to align our portfolio with a 1.5 degrees pathway 

https://www.fmo.nl/climate-action  

• IFC: IFC Work in Climate Business 

https://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/Climate+Business  

• Trade Development Bank of Mongolia: 

https://www.tdbm.mn/bundles/public/uploads/downloads/20191212-05.pdf 

• Standard Chartered Bank: Climate Change Position Statement 

https://www.sc.com/en/sustainability/position-statements/climate-change/ 

Tools: ESG Research Providers / websites 
• RepRisk: https://www.reprisk.com 

• Sustainalytics: https://www.sustainalytics.com 

• Business & Human Rights Resource Centre: https://www.business-humanrights.org/en/ 

• Worldcheck: https://www.world-check.com/frontend/login/ 

• Factiva: https://professional.dowjones.com/factiva/ 

Client Engagement in case of Non-Compliance (Monitoring): 
• Example of (client) engagement process (ABN AMRO) 

https://assets.ctfassets.net/1u811bvgvthc/1olpiWHspce4AM7JExHm0a/b95348db5545a7218a7805da6a906c

fe/ABN_AMRO_____Non-financial_data___Engagement_2020.pdf 

 

 

 

https://www.humanrights.dk/projects/harmonising-human-rights-procedures-environmental-social-management-approach-european
https://www.humanrights.dk/projects/harmonising-human-rights-procedures-environmental-social-management-approach-european
https://www.fmo.nl/l/library/download/urn:uuid:c0240734-e58f-49d3-b5b3-8f88d8c20ab0/position+statement+human+rights.pdf
https://www.fmo.nl/l/library/download/urn:uuid:c0240734-e58f-49d3-b5b3-8f88d8c20ab0/position+statement+human+rights.pdf
https://www.ifc.org/wps/wcm/connect/24e6bfc3-5de3-444d-be9b-226188c95454/PS_English_2012_Full-Document.pdf?MOD=AJPERES&CVID=jkV-X6h
https://www.ifc.org/wps/wcm/connect/24e6bfc3-5de3-444d-be9b-226188c95454/PS_English_2012_Full-Document.pdf?MOD=AJPERES&CVID=jkV-X6h
https://www.kfw.de/nachhaltigkeit/Dokumente/Sonstiges/Menschenrechtserkl%C3%A4rung-en.pdf
https://www.tdbm.mn/bundles/public/uploads/downloads/20191212-04.pdf
https://www.tdbm.mn/bundles/public/uploads/downloads/20191212-GEN.pdf
https://www.undp.org/content/undp/en/home/librarypage/democratic-governance/human-rights-due-diligence-and-covid-19-rapid-self-assessment-for-business.html
https://www.undp.org/content/undp/en/home/librarypage/democratic-governance/human-rights-due-diligence-and-covid-19-rapid-self-assessment-for-business.html
https://www.adb.org/sites/default/files/publication/27501/focused-action.pdf
https://www.edfi.eu/wp/wp-content/uploads/2020/11/1.-EDFI-Statement-on-Climate-and-Energy-Finance-Final.pdf
https://www.edfi.eu/wp/wp-content/uploads/2020/11/1.-EDFI-Statement-on-Climate-and-Energy-Finance-Final.pdf
https://www.fmo.nl/climate-action
https://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/Climate+Business
https://www.tdbm.mn/bundles/public/uploads/downloads/20191212-05.pdf
https://www.sc.com/en/sustainability/position-statements/climate-change/
https://www.reprisk.com/
https://www.sustainalytics.com/
https://www.business-humanrights.org/en/
https://www.world-check.com/frontend/login/
https://professional.dowjones.com/factiva/
https://assets.ctfassets.net/1u811bvgvthc/1olpiWHspce4AM7JExHm0a/b95348db5545a7218a7805da6a906cfe/ABN_AMRO_____Non-financial_data___Engagement_2020.pdf
https://assets.ctfassets.net/1u811bvgvthc/1olpiWHspce4AM7JExHm0a/b95348db5545a7218a7805da6a906cfe/ABN_AMRO_____Non-financial_data___Engagement_2020.pdf
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