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3boo LBogMIbEBHM obsgbooll E&S 3Mmiglio

Applicant applies ta the program through the BS Electronic Portal. Applicant fills EES dhecklist of
S s Hioans:

1. Mot can e wsiicen NsE;

I Mo past sanctions for viclaking ermd ronemental, commasn ity and for cocupa tlonal bealth and
zafety, and for [abor lessfregulrtions;

3 Has permits/licenses further; i tenure fype s cwmed, is the legal owner of all land and
pramises; f tenure type is keased, b avalld lease for all premilces used;

d4._ Mo significant resettisment oues;

5. Mot In protected aress or near cultural mansments.

|
Fleets Doesn't meet

I.In1un:- Faquirsmenis remuinerments

application is not e igikds

Applicant is considered for subsequent stages of selection
- ficar WWE funding:

Ouring training stage: Contractor Drganimations explain EES L 1

requirements and advise on ary necessany remedial actions
App e tan ks
¥ considered || L
Dwring appl ication inspection stage jon site wisit): Contractor far finanding ke rabactnd
g nl zIatkan s dhes k veracity of information and potenkial witth Elz e
inconsiskendes, and fag them to BG funding
Withouk With
flags flags
: k J
Applicants of selecbed applicat o ign Eligille for
contracts with EG, and the gramt is. disbursed o W B Tumding =8
r
Mk sligible

Cosmtracior Organilzations monlkar
implementation of the sub-projectinduding EES

!

for Wi funding

EG
Mew EG EES staff sample funded applications to m|:.:,:=
conduct EAS post-revies and undertake any other funding
necessary remedial acticns
SCEINCES
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Applicant applies to the program through the EG Electronic Portal, without filling E&S checlist.

!

Contractor Crganizations review the application against program reguirements

Meets Doesn't meet
requirements requirements

Applicant is considered for subsequent Application is not eligible for
stages of selection 'WB funding

v |

Applicants of selected applications sign
contracts with EG, and the grant is
disbursed

¥ h 4
Mew EG's E&S staff or an external Application is
consultant review application considered P
) B [ lication
documentation against WB E&S checklist, for financing T'pFEjEE[EEI
asks beneficiary for additional information with EG
as needed funding
| .
Meets Doesn't meet
requirements requirements
Eligible for WE funding | Mot eligible for
¢ WB funding
Contractor Organizations monitors |
implementation of the sub-project, including E&S
¢ ¥ v
EG can
New EG E&_S staff semp!e funded applications to evaluate Application
conduct E&S post-review and undertake amy other ) )
: . ' iIs rejected
necessary remedial actions funding
SOUrces
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ESS-ob, 36mgd@ol ESMF-ob s 96m36eo 356mb3qdamdol d9lodsdobo.

PFI 256533b5000b 36m3qLo

Negotiations about .
how Low/Moderate Low/Moderate at National level and
and Substantial wil Substantial/High without World Bank
Meets the be treated funding
requirements
of ESS9
EG (with World Bank | Low/Moderate at National level and
support) will review Substantial with WB funding at IFI
and verify quality of — level, High without WB funding
prospective Fl's
existing ESMS
A
Does not meet
the requirements
of ES59

Fl can receive
technical assistance
to strengthen ESMS

Feedback for additional
review and verification

- UFI-gd0 99486056 5 8906560869096 53mbdiomé ESMS-b. EG «B6wbggemygmal, Gmd
y39ws PFI-l «mbos 3dmbogl s9335¢ ™0 ESMS, Gmdgwog 9moiegl 4o693mbis33om
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| A
v v v v v
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Abbreviations and Acronyms

CcO
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EAC
ECPCGC
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EIA
E&S
ESCP
ESF
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GOG
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ID
ID4D
IDP
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KYC
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M&E
MEPA
MFI
MOESD
MOF
MOJ
MSMEs
NAPR
NBG
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Contractor Organization
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Environmental Assessment Code of Georgia
Eastern Caribbean Partial Credit Guarantee Corporation
Enterprise Georgia

Environmental Impact Assessment

Environmental and Social

Environmental and Social Commitment Plan
Environmental and Social Framework
Environmental and Social Management Framework
Environmental and Social Standard

European Union

Euro

Foreign Exchange

Greenhouse Gas

Government of Georgia

Human Resources

Identification

Identification for Development

Internally Displaced Person

Instant Payment System

Kosovo Credit Guarantee Facility
Know-Your-Customer

Legal Agreement

Legal Entity of Public Law

Monitoring and Evaluation

Ministry of Environmental Protection and Agriculture of Georgia
Microfinance Institution

Ministry of Economy and Sustainable Development
Ministry of Finance

Ministry of Justice

Micro, Small and Medium Enterprises

National Agency of Public Registry

National Bank of Georgia

Non-performing Loan
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PBC
PIE
PIU
PFI
POS
PSDA
RTGS
SEP
SOE
SMEs
TA
UK
VAT
WBG

Project Appraisal Document
Performance-Based Condition
Project Implementing Entity
Project Implementation Unit
Participating Financing Institution
Points of Sale

Public Service Development Agency
Real Time Gross Settlement System
Stakeholder Engagement Plan
Statement of Expenditure

Small and Medium Enterprises
Technical Assistance

United Kingdom

Value-Added Tax

World Bank Group
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1. Introduction

On May 11, 2021, the World Bank Board of Directors approved the Georgia Relief and
Recovery for MSMEs project. This is a five-year EUR 85 million project funded by the
International Bank for Reconstruction and Development (IBRD) with a closing date of December
31, 2025, with the objective of providing relief to Micro, Small and Medium-sized Enterprises
(MSMEs) and support their recovery, including by strengthening the enabling environment for
access to finance. The Ministry of Economy and Sustainable Development (MOESD) will have
the overall responsibility over the project implementation and the project implementing entities
(PIEs) are Enterprise Georgia (EG) and the National Bank of Georgia (NBG).

The Project Operations Manual (POM) codifies project implementation arrangements to
ensure that the project achieves its intended objectives efficiently, effectively, and in
compliance with the applicable policies of the World Bank and national legislation. This
manual covers all activities under the Project, with the exception of subcomponent 2.1, for which
there is a separate Payment Systems Manual prepared by NBG and Component 4, for which there
will be a separate CERC Manual, to be annexed to this POM. The primary objective of this POM
is to provide key government officials, the project management team, and other stakeholders clear
guidance for day-to-day administration of the project and to describe the division of
responsibilities of the involved parties and to ensure coordination and the effective, efficient, and
timely execution of the project. The POM is a living document and is intended to be continually
updated. Changes and amendments may be made to the POM to reflect new developments and
ensure effective and quality implementation of the project. Amendments to this POM can be
initiated by the Ministry of Finance (MOF), MOESD and/or EG and are subject to the World
Bank’s No Objection.

Guidelines and procedures defined in the given POM are in accordance with the Loan
Agreement (LA), Project Appraisal Document (PAD), Procurement Guidelines, and relevant
Environmental and Social Standards (ESSs) of the World Bank. The legal basis for this POM
is the LA N0 9239-G between Georgia and IBRD, dated 17 May 2021. In case of any inconsistency
between any of the provisions of the Project Operations Manual and those of this Agreement, the
provisions of this Agreement shall prevail. The POM provides detailed instructions for the
financial management, procurement and contract management, E&S management, monitoring and
evaluation and reporting.



1.1. Project Description

1.1.1. Project Development Objective

The Project Development Objective (PDO) is to provide relief to MSMEs and support their
recovery by strengthening the enabling environment for access to finance.

The proposed PDO-level indicators are:

a. Volume of financial support provided to MSMEs affected by the COVID-19 pandemic

b. Survivorship ratio: ratio of inactive enterprises to total beneficiaries of Enterprise Georgia,
divided by ratio of inactive enterprises to total active enterprises in the economy

c. Revenue multiplier: ratio of revenue-weighted average annual change in MSME revenue
of Project beneficiaries, divided by the average change of revenue in their respective sector

d. Number of digital transactions facilitated through the new instant payment system (*related
to Subcomponent 2.1 implemented by NBG)

e. Establishment of an upgraded movable collateral registry

1.1.2. Project Components

Component 1: Financial relief and recovery for MSMEs (EUR 68 million) — The component
will support the expansion of the following financial instruments implemented by EG: (a) grants
for MSMEs through EG’s Micro and Small Entrepreneurship Support Program, (b) co-financing
of interest payments through EG’s Produce in Georgia Program, and (c) partial credit guarantees
(PCGs). The component will also provide non-financial support in the form of training and
technical assistance to help firms adjust to new conditions, improve their business skills, and
increase their resilience.

e Subcomponent 1.1: Grants for micro and small firms (EUR 25.2 million) — This
subcomponent will provide grants to micro and small firms affected by the COVID-19
pandemic, as well as entrepreneurs seeking new business opportunities.

e Subcomponent 1.2: Co-financing of interest payments (EUR 12.8 million): This
subcomponent will finance the existing mechanism for co-financing interest payments
implemented by EG under the umbrella program Produce in Georgia.

e Subcomponent 1.3: Partial credit guarantees (EUR 25 million) - The subcomponent will
finance the provision of partial credit guarantees (PCGs) and will support technical assistance
to strengthen the existing credit enhancement mechanism offered by EG.

e Subcomponent 1.4: Support for COVID-proofing and digitization (EUR 5 million) -
This subcomponent will support both the design and the provision of technical assistance
and training to firms to adjust to new conditions and increase their business skills, in terms
of managerial and digital capabilities and relevant COVID-proofing measures.

Component 2: Digital payments and financial infrastructure upgrading (EUR 12 million) —
The Project will finance investments to strengthen the financial infrastructure and increase the
usage of digital financial services.



e Subcomponent 2.1: Upgrading payments infrastructure (EUR 6 million) — The
subcomponent will finance investments, operational costs, and technical assistance for the
introduction of an Instant Payment System (IPS), as well as technical assistance to support
outreach and connections of users to the system. The subcomponent will also support possible
upgrades to the real-time gross settlement system and assist the NBG in becoming a Qualified
Certification Authority to promote the secured use of digital certificates.

e Subcomponent 2.2: e-KYC and Know-Your-Customer registry (EUR 4.3 million) — This
subcomponent will finance investments for the establishment of the e-KYC infrastructure and
know-your-customer (KYC) registry and e-KYC infrastructure.

e Subcomponent 2.3: Secured transactions reform (EUR 1.7 million) — The subcomponent
will finance technical assistance and investments needed for (a) improvements in the legal
and regulatory framework for secured lending, including the drafting of legal amendments
(EUR 0.7 million); (b) modernization of the collateral registry, including the preparation of
technical specifications of the online registry and procurement of a customized software
solution (EUR 0.8 million); and (c) capacity building for users (EUR 0.3 million).

Component 3. Project management and monitoring (EUR 4.8 million) - Component 3 will
finance the project management, implementation, and monitoring needs.

Component 4 — Contingency Emergency Response Component (CERC) (EUR 0 million,
initially) - This is an unfunded contingency component that can be activated in case of a relevant
emergency event.

Project Components and costing are summarized in the table below.

Components (in EUR million, unless otherwise stated) PIE Existing PBC  IBRD
Component 1 - Financial relief and recovery for MSMEs 68.0
Subcomponent 1.1 — Grants for micro and small firms EG (beneficiary) O 25.2
Subcomponent 1.2 — Co-financing of interest payments EG (beneficiary) O 12.8
Subcomponent 1.3 — Partial credit guarantees EG (beneficiary) O 25.0
Subcomponent 1.4 — Support for COVID-proofing & digitization EG (beneficiary) O 5.0
Component 2 - Digital payments & financial infrastructure upgrading 12.0
Subcomponent 2.1 — Upgrading payments infrastructure NBG O 6.0
Subcomponent 2.2 — e-KYC and Know-Your-Customer registry EG (agent) O 4.3
Subcomponent 2.3 — Secured transactions reform EG (agent) O 1.7
Component 3 - Project management and monitoring EG n.a. O 4.8
Component 4 - Contingency Emergency Response Component n.a n.a. O 0.0
Front-end fee n.a n.a. O 0.2
Total Project Cost 85.0




The Project envisions that EUR 28 million in disbursements will be conditional on the
achievement of Performance-Based Conditions (PBCs). PBCs indicators were structured
around a three-phased logic for achieving these goals: (i) improving monitoring and evaluation
(M&E) frameworks for better collection, monitoring and use of data that mirror the overall
strategic goals of EG; (ii) incorporating evidence-based decision-making for better program
designs and implementation arrangements; and (iii) laying out the foundation for the expansion of
programs that are oriented to strategic and sustainable outcomes.

Table. Logical Framework for Performance-Based Conditions (PBCs)

1) M&E frameworks 2) Evidence-based 3) Strategic growth &
programming sustainability
Development of M&E frameworks and Adjustments to program designs
monitoring systems, including the to reflect new evidence, with
introduction of key performance indicators, emphasis on targeting Proposals and tools to ensure
measures & tools, improvements in data (beneficiaries and sectors, better and more sustainable
systems, stakeholder engagement national priorities), eligibility outcomes
mechanisms, process for incorporating data criteria, and implementation
into decision-making. arrangements.

As per Loan Agreement, the allocations non-linked to PBCs for Subcomponent 1.1, Subcomponent 1.2, and
Subcomponent 1.3 should not exceed EUR 18 million each.

1.2.  Roles and Responsibilities for Project Implementation

The overall responsibility for project implementation rests with the MOESD. The project
implementing entities (PIES) are EG and NBG.

EG will play a dual role in the project: (i) implement activities under Component 1, as a
beneficiary; and (ii) perform the fiduciary functions of subcomponents 2.2 (e-KYC and KYC
registry) and 2.3 (secured transactions) as an agent of MOESD.

For project implementation, EG will engage with Contractor Organizations, Participating
Financial Institutions (PFIs), and key stakeholders. For subcomponent 1.1 (microgrants), EG will
procure and sign Selection Contracts with Contractor Organizations that will assist EG in selecting
beneficiaries by screening applicants, organizing trainings and interviews, and monitoring sub-
projects implemented by beneficiaries. For sub-component 1.2 and 1.3 (co-financing of interest
payments and PCGs), EG will sign participation agreements with commercial banks, microfinance
institutions (MFIs), and leasing companies that will assist EG in identifying beneficiaries by
conducting loan appraisal and underwriting loans, monitoring loans and performing collection efforts.
Implementation arrangements for subcomponent 1.4 are to be determined by EG jointly with the
stakeholders, including but not limited to potential beneficiary MSMEs, business associations,
contractor organizations, service providers on digitalization and managerial practices, and PFIs. These
will be detailed in future versions of this POM.

In coordination with Ministry of Justice (MOJ), the MOESD will be the technical lead for
subcomponent 2.2 on the KY C registry and subcomponent 2.3 on secured transactions, with EG
providing fiduciary support. MOESD will be the technical lead for these two subcomponents, in
coordination with MOJ, with the main responsibility of convening relevant stakeholders through
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working groups to advance the proposed reforms. EG will perform fiduciary responsibilities
(procurement and financial management). Further details on the collaboration with MOJ and its
Agencies (Public Service Development Agency on KYC and National Agency of Public Registry on
Secured Transactions) and the structure/functioning of the working groups will be detailed in future
versions of this POM.

As Project activities build on existing programs and activities, implementation will occur via the
existing systems and structures under EG as well as expanded capacity supported by the Project.
Component 1 will be implemented by the Entrepreneurship Department, in coordination with other
relevant departments (Department of Analysis and M&E, Administration Department, Department of
Strategic Development and Communication). The Project will support the hiring of full-time
employees and consultants to support Project implementation and coordination of specific areas of the
Project. EG will hire one Environmental Specialist, one Social Specialist, and additional staff to
support fiduciary, communication/outreach, digitization, among other responsibilities. Effective July
2, 2021, EG has established Project Management Team, comprising from 12 members including Head
of the Project Management Team and Project Manager. The Head of the Team oversees overall
implementation of the project, while Project Manager is responsible for the management of day-to-day
activities and tasks within the scope of the project. Team members provide support in scope of their
respective department functions.

1.3. Results Framework

The Results Framework, including targets for activities for indicators, is described below. The future
versions of the POM will elaborate further on the definition of indicators, in alignment with EG’s
overall M&E framework



Indicator Name PBC Baseline
Relief for MSMEs

Volume of financial support provided to MSMEs affected by

the pandemic (GEL million) (Text) LY

Survivorship ratio: ratio of inactive enterprises to total
beneficiaries of Enterprise Georgia, divided by ratio of inactive NA
enterprises to total active enterprises in the economy (Text)

Resilient Recovery of MSMEs

Revenue multiplier: ratio of revenue-weighted average annual
change in MSME revenue of Project beneficiaries, divided by NA
the average change of revenue in their respective sector (Text)

Number of digital transactions facilitated through the new

. - 0.00
instant payment system (million) (Number

Strengthening the enabling environment for access to finance for SMEs

Establishment of a upgraded movable collateral registry

(Yes/No) No

Indicator Name PBC Baseline
Component 1: Financial relief and recovery for MSMEs

Number of MSMES supported by grants under the

Project (Number) 0.00
Volume of grants disbursed to MSMEs under the 0.00
Project (GEL million) (Text) ‘

Number of enterprises supported by co-financing 0.00

of interest payments under the Project (Number)

End Target

450.00

<1

>1

17.00

Yes

5,000.00

70.00

200.00

End Target



Indicator Name

Volume of loans supported by co-financing under
the Project (GEL million) (Text)

Number of guarantees issued under the Project
(Number)

Volume of loans guaranteed with support of the
Project (GEL million) (Text)

NPL ratio of co-financing of interest payments
program (%) (Text)

NPL ratio of the partial credit guarantee program
(%) (Text)

Number of MSMESs receiving training and/or
technical assistance for digital transformation
and/or COVID-proofing (Number)

Share of volume of financial support under the
Project channeled to investments in the green
economy and climate financing (%) (Percentage)

EG Citizen Engagement: share of MSMEs
reporting that programs reflected their needs (%)
(Percentage)

Institutional actions to strengthen the grants
program (Text)

Institutional actions to strengthen the co-financing
of interest payments program (Text)

PBC

PBC1

PBC 2

Baseline End Target
0.00 83.00
0.00 200.00
0.00 420.00

The historic NPL ratio for EG's programs is
0.6%

NPL ratio in the co-financing loan portfolio
should be below 8%

The historic NPL ratio for EG's programs is NPL ratio of the PCG program should be below

0.6% 8%
0.00 300.00
0.00 15.00
0.00 60.00

EG does not have an effective M&E system that
allows the frequent review of the performance
and outcomes of its grants program, which
would provide evidence and technical grounds
for improvements in the program.

EG has adopted a robust M&E framework and
used evidence to improve the design of its grants
program and develop sustainable options for its
development.

EG does not have evaluation systems and EG has adopted a robust M&E framework and
measures in place to assess the effectiveness of conducted an evaluation of its co-financing

its co-financing of interest payments on frequent program, using evidence to propose amendments
basis and better align its targeting towards to improve targeting, eligibility criteria and other
strategic sectors and/or thematic areas. aspects of the program.



Indicator Name PBC Baseline End Target

EG currently does not have a monitoring EG has strengthened the design and
system, a risk management framework, and an  implementation arrangements of the program,

Institutional actions to strengthen the partial credit ' . i L
g P PBC 3 outreach strategy to evaluate the performance including more robust risk monitoring, awareness

guarantees program (Text)

and risks of the program and propose campaigns, stronger participation agreements
improvements in its design. with PFls, and financial modelling tool.
Introduction of a managerial skills program
(Yes/No) o Yes
Share of financial resources (grants, co-financing,
guarantees) under the Project channeled to 24.00 35.00

women-inclusive firms (Percentage)
Component 2: Digital payments and financial infrastructure upgrading
Volume of retail transactions recorded in the IPS

(GEL billion) (Number) 0.00 10.00
Share of instant payment transactions (%)
(Number) 0.00 15.00
Establishment of a functional KYC registry
(Yes/No) No Yes
Approval of amendments to legal framework for N v
secured transactions (Yes/No) 0 es
Establishment of a working group for KYC N v
Registry (Yes/No) 0 es
Preparation of technical specifications for th

reparati echnical specifications for the NG Yes

modernization of the collateral registry (Yes/No)



2.  Subcomponent 1.1 — Grants for micro and small firms

EG has been implementing a Micro and Small Business Support program as part of Produce in
Georgia since 2015. The program is designed to render financial support through grants to micro
and small businesses across the country, as well as to provide training and technical assistance.

The POM mirrors the program features, terms and conditions, and procedures described in the
relevant chapter of Resolution No 365 of the GoG (Chapter I* — Micro and Small Business Section
of the State Program Produce in Georgia), dated May 30, 2014, and other internal supporting
documents including EG CEO decrees on program budget adjustments by regions and extension
of project implementation timeline. Any changes in the main features of the program that may
occur in future will be reflected in the POM through its periodic updates, subject to the World
Bank’s No Objection. These include changes in implementation arrangements, eligibility criteria
and selection procedures to determine Contractor Organizations, eligibility criteria and selection
procedures to identify beneficiaries, terms and conditions for the contracts between EG and
contractors, implementation arrangements related to ESS, and implementation and other
arrangements for the provision of the grants and technical assistance.

2.1. Program Features

Overall, financial assistance entails up to GEL 30,000 grants for startups or expansion of
enterprises while technical support includes individual and group consultations where
entrepreneurs have an opportunity to get relevant business knowledge/training. EG is piloting
larger grants of up to GEL 40,000 in four regions (Imereti, Kakheti, Guria, Racha-Lechkhumi and
Kvemo Svaneti), which will be financed by: (i) a GEL 16 million grant from the EU; and (ii) the
Project proceeds.

Grant amounts may be adjusted over the course of Project implementation. Any changes will be
reflected in the POM. As per Loan Agreement, over the lifetime of the Project, the grant amount
for each beneficiary shall not exceed EUR 14,000, unless agreed otherwise by the Bank and the
Borrower.

Beneficiaries are required to provide a cash contribution (“‘co-financing”) through their own bank
accounts and use this contribution against the stated purpose before the grant is disbursed by EG.
The co-financing requirements are listed in the table below.

Grants may be used for fixed asset purchases and working capital. The allowances for using the
grant for working capital purposes are listed in the table below:



Table. Current Features of Micro and Small Business Support Program

Co-financing
Requirement (Cash Working Capital Fixed Assets (% of
Type of Beneficiary Contribution) (% of Allowance (% of grant grant amount) (no
investment size) (no less amount) (no more than) less than)
then)
First-time participant (new) 10 10 90
in mountainous regions® 5 10 90
Past participants 25 10 90
in mountainous regions 15 10 90

2.2. Implementation Arrangements and Selection of Contractor Organizations

The program will be implemented by EG through Contractor Organizations (COs), including non-
profit non-governmental organizations or other private legal entities.

Contractor Organizations will directly report to the Micro Entrepreneurship Development
Department of EG which will oversee the activities undertaken by CO’s and their staff and evaluate
the quality of their deliverables. In addition, the EG Micro Entrepreneurship team will conduct
random spot checks of the CO’s deliverables (evaluation forms of business ideas, business plans
and interviewers) and observe interviews by sampling. In addition, the Micro Entrepreneurship
team will verify and analyze the information collected by COs during inspection and monitoring
visits.

Role and Selection of Contractor Organizations

EG will announce a tender for two lots, Eastern Georgia and Western Georgia, and select two COs
to manage the implementation of the program in the respective region. Tender rules will prevent
one CO from participating in both tenders simultaneously.

COs will be responsible for following:

Recruitment of the grant reviewers, trainers and monitoring inspectors
Assessment of business ideas

Trainings

Evaluation of business plans

Interviews

Inspection

Identification of winners (together with EG)

Monitoring missions

ONoGa~WNE

During recruitment COs will announce an open competition for three thematically separate ToRs
to shortlist grant reviewers, trainers, and monitoring inspectors. The ToRs will include shortlist
criteria and minimum requirements set by EG. In addition to academic/technical background, the
selection of candidates will also factor in practical experience with support to MSMEs. Shortlisted

! According to Law of Georgia on the Mountainous Regions, in the settlements included inlist of highland settlements
approved by the Government of Georgia Decree No. 671 of December 30, 2015.
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candidates will be interviewed for final selection by the committee comprised from three EG
representatives and two respective CO representatives. The CO will contract selected candidates.

The grant reviewers will be responsible for the: (i) evaluation of applications (“business ideas”)
according to the methodology developed by EG based on pre-designed criteria; (ii) evaluation of
business plans according to the methodology developed by EG based on pre-designed criteria; and
(iii) interviews with potential beneficiaries according to the methodology developed by EG based
on pre-designed criteria. The reviewers will use the evaluation form developed by EG to justify
the evaluations with the relevant explanations and comments.

Trainers will develop training materials (subject to EG approval) including general
entrepreneurship topics, business plan guidelines and general environmental and social
requirements (provided later by EG). Trainers will also conduct trainings to the potential
beneficiaries based on developed materials. Beneficiaries will be eligible to request additional
trainings in sales and marketing, accounting and tax management, business administration, hotel
management and health and safety procedures.

Inspectors will verify the information and documentation provided by applicants and confirm their
accuracy, including self-reported Environmental and Social screening information. The inspectors
will subsequently conduct at least three monitoring missions at different stages of the program to
check fulfillment of the obligations by the beneficiary including environmental and social
obligations.

EG and Contractor Organizations will sign Selection Contracts, which will include the terms and
conditions below. EG will submit the Selection Contracts to the World Bank for a targeted review
of these terms and conditions:

1. Financial terms of the transaction on which funds are given to Contractor Organization for
their services.

2. EG undertakes to:

a. suspend or terminate the right of the Contractor Organizations to use the proceeds of
the Loan or obtain a refund of all or any part of the amount of the same then withdrawn,
upon Contractor Organization’s failure to perform any of its obligations under the
Selection Contracts;

b. exercise its rights and carry out its obligations under each Selection Contract in such a
manner as to protect the interests of EG, the Borrower, and the Bank, and to accomplish
the purposes of the Loan/Part A.1 of the Project;

c. not assign, amend, abrogate, waiver, or fail to enforce any of the provisions of the
Selection Contracts contrary to this checklist without consulting the Bank;

3. Contractor Organizations undertake to:

a. carry out its activities under Project and Selection Contracts: (i) with due diligence and
efficiency and in accordance with appropriate technical, economic, financial,
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managerial, environmental and social standards and practices; (ii) in accordance with
the terms and conditions set out in Selection Contracts, the Loan Agreement,
Environmental and Social Standards (ESS) and instruments including the Project
ESMS and ESMF, the Project Operations Manual, including the Anti-Corruption
Guidelines applicable to recipients of loan proceeds other than the Borrower; and (iii)
provide, promptly as needed, the resources required for such purpose;

b. Reporting and FM requirements: make available such financial information as may be
requested by the Bank or EG from time to time; enable EG and the Bank to review any
relevant records and documents; maintain a financial management system and prepare
financial statements in accordance with consistently applied auditing standards
acceptable to EG and the Bank, and promptly furnish the statements so audited to EG
and the Bank;

C. Procurement requirements: include according to Contractor Organizations’
Procurement obligations;

d. Prepare and furnish to EG and the Bank all such information as EG or the Bank shall
reasonably request relating to foregoing;

e. not assign, amend, abrogate, waiver, or fail to enforce any of the provisions of the
Selection Contracts contrary to this checklist without consulting EG and the Bank;

f. exercise its rights and carry out its obligations under the Selection Contract in such a
manner as to protect the interests of EG, the Borrower, and the Bank, and to accomplish
the purposes of the Loan;

4. Data Protection obligations of both Parties, as further elaborated in the POM.

5. Provisions to ensure quality control by EG in the development of training materials.

2.3. Eligibility Criteria of Beneficiaries
Key eligibility criteria include:

Q) any natural person who is a citizen of Georgia and reached the age of 18 may participate
in the program;

(i) (i) registration as a taxpayer;

(iii) (i) no registration at the Registry of Debtors.

The program is being implemented in all regions of Georgia, including Thbilisi, according to
geographical lots. The program can support more than 300 economic activities. The full list of
economic activities allowed by the program are included in the Resolution No 365. The main
eligible sectors are food production, food services, veterinary services, fitness services, advertising
and design services, wine and beverage productions, small hotels and guess houses, tour operators,
translation services, accounting and auditing, retail, automobile repair and maintenance, education,
beauty salons, and shoes/leather product repair.
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Priority areas are intellectual service, accommodation and tourism services, highly inclusive
sectors, new businesses, female entrepreneurship, businesses in rural/highland villages and
internally displaced persons (IDPs). Businesses that are operating in priority areas will receive an
additional score during the selection process.

The Project will target that at least 50 percent of beneficiaries are women-inclusive firms, defined
as follows: (i) owned by women (that is, with at least one female shareholder with a properly
documented representative and managing powers); or, (ii) managed by women (that is, with at
least one female chief-level (c-level) manager or with at least 25 percent female representation in
mid-level management); or, (iii) employing a ratio of women that is higher than the average ratio
observed in the respective sector; or, (iv) has increased the share of women employment by at least
5 percent the previous year.

Given the importance of the climate change and green recovery agenda, the Project will target at
least 15 percent of disbursed grants to MSMES to support investments in the green economy and
climate financing measures. Adaptation measures would include investments that reduce MSMEs’
exposure to climate change and increase their resilience. Mitigation measures include investments
that reduce, capture, or sequester greenhouse gas (GHG) emissions (generation/use of renewable
energy, increased energy efficiency, sustainable forest management, climate-smart agriculture,
improved waste management). Articles 10 and 11 of the EU Taxonomy for sustainable activities
published in June 2020, as well as the related EU Taxonomy Compass (with specific NACE codes)
will be used as a reference (https://eur-lex.europa.eu/eli/reg/2020/852/0j).

Ineligible activities under the program include: (i) religious, political, military, and other similar
activities; (ii) purchase of biological assets: cereals, corn, wheat, fish, etc; (iii) purchase of vehicles
designed to transport people; and (iv) primary production of agricultural products and services
intended for it: gardening, farming, fishing, greenhouse financing etc.

The applications must meet the World Bank’s relevant ESSs outlined in the Environmental and
Social Management Framework (ESMF) of this Project to be eligible for World Bank funding.
Abovementioned ineligible activities may be funded by alternative resources, at the discretion of
EG.

2.4. Processes: Obtaining a Grant and Review of Grant Applications

2.4.1. Summary of Process
The application process is illustrated and further described below. The selection process of grant
recipients is based on a business plan competition conducted by Contractor Organizations and EG
for each geographic lot.
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2.4.2. Process for Applying for a Grant
The following items must be included in the application for a grant:

a)

b)

c)

e)

9)
h)

Business idea - A brief description of the business idea should include information about
the initial capital of the business (if any), information about the type of production and / or
services, indicate the advantages and innovations of your business if any;
Assets/working capital to be acquired with grant budget — A description of all assets
and items required for business operation that are planned to be purchased with the grant
budget;

Amount requested for co-financing - The amount required for the investment/project;
Time - Indicate the estimated period (in weeks) for spending the amount received,
Assets/working capital to be purchased with co-financing budget — A description of all
assets / items/ activities required for the operation of the business, the acquisition /
execution of which is planned with the amount received through co-financing;
Co-financing amount - The amount paid by beneficiary to EG as a cash contribution.
Target market — A detailed description of where products and/or services should be sold,
estimated amount of sales and potential target group;

Estimated income - The date of receipt of the first income from the co-financing after
starting the implementation of the activities based on the business idea; the amount of
estimated income in GEL as a result of the activities, taking into account the (annual)
seasonality. A description of revenues of each product and/or service planned under the
project;
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i)

Applicant's experience, functions and responsibilities in the project — A description of
what skills (qualifications, practical experience) applicant has and what will be her/his
function in the business. Gender of entrepreneur and employees, if applicable.

2.4.3. Review of Grant Applications
The review of grant applications and the selection process as laid out in the Resolution No 365 are
summarized below:

a)

b)

Step 1: Call for Business Ideas announced by EG — The program is launched by the
government decree after which EG starts acceptance of applications for business ideas
through online micro grants software.

Step 2: Evaluation of applications (business ideas) — Business ideas are evaluated by the
grant reviewers, who are hired by the COs, according to the methodology developed by
EG that involves assignment of scores to specific criteria. The total score is the sum of
scores assigned to “automatic criteria” (up to 16 points of the total score) and “content
criteria (up to 84 points of the total score). Binary scores (yes = 2; no = 0) are assigned
automatically based on whether the applications fall under the criteria or not. Scores range
from zero to 3 based on the availability, clarity, realism, quality and relevance of
information provided. At this stage applicants also fill in E&S checklist of 5 questions, as
described in the Project’s ESMF.

Evaluation form - Business Ideas Evaluation form - Business Ideas
Automatic criteria Ranking | Score
Business started or expanded by 1 2 Content Criteria Ranking | Score
Female Entrepreneurs
business started or expanded b L
PWDs P b 1 2 Main idea 3 33.0
Business started or expanded b - -
IDPs P y 1 2 Assets to be acquired with ) 6.0
- grant budget '
Startup business 1 2
Business started or expanded in Assets to be purchased with 2 6.0
1 2 ; i .
rural area co-financing budget
Business started or expanded in 1 2
Georgian mountainous regions Target market 2 12.0
Youth - as persons between the
1 2 .

ages of 18 and 29 Estimated Income 2 12.0
Projects orientated toward . y
developing intellectual services Appll_cant's experience,
and inclusive sectors or 1 2 functions and

: ) ol . 3 15.0
accommodation and tourism responsibilities duties in the
projects project
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Score Definition

0-0.00 0 = No information is presented, or the business idea does not clarify the essence of the project.
1-11.0 1 = The information presented is not complete and the implementation of the project is less realistic.
2-220 2 = Most of the information is presented, however - it needs to be clarified,;
3-33.0 3 =Information on all the necessary issues is fully presented and the implementation of the business idea is realistic.
0-00 0 = It is planned to purchase irrelevant and / or assets that are not allowed under the terms of the program
1-3.0 1 = Itis planned to purchase assets less relevant to the business and / or the costs are given with little inaccuracy
2-6.0 2 = It is planned to buy only the necessary assets for the business at the market price
0-0.0 0 = It is planned to purchase irrelevant and / or assets that are not allowed /under the terms of the program
1. 3:0 1 = It is planned to purchase assets less relevant to the business and / work to be performed or the costs are given with little
5-6.0 inaccuracy ' '
2 = It is planned to buy only the necessary assets for the business at the market price
0 = No information about the target market is presented and / or the examples given are unrealistic;
0-0.00 . S - : L
1-6.00 1= Qeneral information is provided and / or the customer of the product / service and the sales area are not explained in
2-120 detail; _ _ _ _ _ _ o
2 = The components of the target market are described / calculated in detail and the information presented is realistic
0-000 0=No informat!on is provided on Estimatgd _Income and / or the informatiqn provided is unrealistic.
' 1 = The calculations presented are less realistic. The requested information is not complete.
1-6.00 . - - . .
2-120 2="The Estlmated Inf:ome of_aII prpdycts or services planned is presented. Income reflects seasonality. The period and
amount of estimated income is realistic;
0-0.00 0 = The applicant does not have the specific experience and qualifications required to manufacture the product / service.
1-5.00 1 =The applicant's qualification for business is less relevant, although he has some practical experience.
2-10.0 2 = The information provided about the experience and qualifications is general and needs to be specified.
3-15.0 3 = The applicant's qualifications, education and practical experience are fully described and relevant to the business.

c) Step 3: Training — Trainers hired by the CO’s organize and conduct training sessions that
provide applicants with basic knowledge on entrepreneurship and support the development
of business plan. This also includes disseminating basic environmental and social
requirements and advice on any necessary remedial actions, in coordination with EG staff.

d) Step 4: Call for Business plans announced by EG - Acceptance of applications for
business plans is carried out using the online software of the program.

e) Step 5: Evaluation of Business Plans & Interviews - Business plans are once more
evaluated by the grant reviewers, who are hired by the COs, according to the methodology
developed by EG based on pre-designed criteria. The same scoring methodology and
criteria are used for the evaluation of business plans and interviews (next step below). The
evaluation of business plans contributes up to 35 points to the final score of the application.
Grant reviewers input relevant information and scores directly in the online software of the
program.
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Evaluation form - Business Plans & Interviews

Content criteria eI (EEHESS Score Rankl_ng Score
plan) (Interview)
1 | Main Idea 3 2.80 3 5.20
2 | Product/Service 2 3.80 2 7.05
Apphca_nt_ s experience duties and 3 385 3 715
responsibilities
4 Pro_pgr_ty that can be used for the business 2 315 2 585
activities
5 | Description of the production /service 2 4.20 2 7.80
6 | Seasonal Sales 2 2.29 2 4.25
7 | Geographical area for product/services sale 2 2.29 2 4.25
8 | Target market/group 2 2.29 2 4.25
9 | Competition 2 2.29 2 4.25
10 | Project Budget 2 3.50 2 6.50
11 | Revenue and Expenditure Table 2 4.55 2 8.45
Business Plan 35.00 Interview 65.00
Score (Business Plan+ Interview) 100.00
Score Score
(Business . Content criteria
(Interview)
plan)
0 = No information is presented, or the business idea does not clarify the essence of the
0-0.00 0-000 | Proect . . . . o
1-093 1-173 1= _The information presented is not complete and the implementation of the project is less
2-187 2347 | realistic . o . .
3-280 3.590 2= Most of the information is presented, however - it needs to be clarified; _
3 =Information on all the necessary issues is fully presented and the implementation of the
business idea is realistic.
0 = The content of the product or its competitors is not clear
1 = The necessary information is not fully presented however the essence of the product is
0-0.00 0-0.00 clear
1-1.90 1-353 2 = Each product / service offered by the enterprise is presented with their characteristics.
2-3.80 2-7.05 The features of a product or service are described, and the beneficiary explains how unique
his / her product / service will be (packaging, price, quality) and also presents the
competitive advantage of the product / service (if any).
0 = The applicant does not have specific experience and qualifications required to
manufacture the product / service;
0-0.00 0-0.00 1 = The applicant's qualification for business is less relevant, although she/he has some
1-1.28 1-2.38 practical experience;
2-257 2-4.77 2 = The information provided about the experience and qualifications is general and needs to
3-3.85 3-7.15 be specified,;
3 =The applicant's qualifications, education and practical experience are fully described
and relevant to the business.
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0 = If the applicant does not have any necessary property for the business and has not found
any rental space.

0-0.00 0-0.00 1 = If the ownership of the property is crucial for the conduct of the business and the space
1-158 1-293 is rented and the details of the rented space are specified in the business plan
2-3.15 2-5.85 2 = If the property is owned by applicant or property ownership is not crucial for the
success of the business and the space is rented and the business plan indicates the details of
the rented space
0 = If the business process is not fully described, some errors are presented
1 = If the information and the description of the production process is not fully provided, but
the essence is clear and in accordance with the accepted practice.
0-0.00 0-0.00 2 = The production / service process is fully described. Information is provided from the
1-210 1-3.90 complete production / service process, purchase of raw materials to delivery of the finished
2-4.20 2-7.80 product to the customer.
In addition, the fixed assets (building, various types of equipment, etc. and raw materials,)
required for the production process are described. Information on suppliers of raw materials
/ working capital is provided
0-0.00 0-0.00 0 = No information on business seasonality is provided,;
1-114 1-212 1 = The information provided is insufficient and / or certain issues need to be clarified;
2-2.29 2-4.25 2 = Detailed information on business seasonality is presented, arguments are given.
0-0.00 0-0.00 0 = No information is provided about the planned sales area of the product / service;
1-1.14 1-2.12 1 = The information provided is not sufficient and / or certain issues need to be clarified;
2-2.29 2-4.25 2 = Detailed information on the planned sales area of the product / service is presented;
0 = No information is presented about the target market / customers of the manufactured
0-0.00 0-0.00 product / service;
1-1.14 1-212 1 = The information provided is not sufficient and / or certain issues need to be clarified;
2-229 2-4.25 2 = Detailed information on the target market / customers of the manufactured product /
service is provided.
0 = no information about competitors is presented;
0-0.00 0-0.00 1 = The information provided is not sufficient and / or certain issues need to be clarified,;
1-1.14 1-212 2 = Detailed information about competitors is presented, price and quality of product /
2-2.29 2-4.25 service are compared with competitors' price / quality. The characteristics of the product /
service that make the product / service better than the competitors are presented.
0 = If necessary, fixed assets over 1500 GEL or working capital are missed or it is planned
to purchase irrelevant or expensive fixed assets
0-0.00 0-0.00 1 = If necessary but low value fixed assets (assets up to 1500 GEL or expenses, €.g.,
1-1.75 1-3.25 transportation costs, small appliances, textiles for the hotel, etc.) are missing.
2-3.50 2-6.50 2 = Itis planned to purchase only the necessary fixed assets at market price. The business

project provides information that all fixed assets, working capital and other necessary
expenses for the business are either in the existing property or are provided in the budget.
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0 = if at least one field for revenues/expenditures is not filled-in; all essential expenditures
for receiving income from the business are not identified; profits indicated are not feasible to
achieve as indicated revenue is too high or expenditures are too low;

i ggg i ggg 1 = revenues and expenditures of the planned product or service are identified; their amount
5. 4'55 5. 8. 45 substantially reflects business capacity and market demands;

2 = revenues and expenditures of the planned product or services are identified; their amount
fully reflects business capacity and market demands; seasonality is reflected in the revenues
indicated.

f) Step 6: Interview - Interviews are conducted with the applicants by grant reviewers under
management of COs in parallel with the evaluation of business plans to refine the
assessment. The same scoring methodology and criteria are used for the evaluation of
business plans and interviews (as explained above). The interview contributes up to 65
points to the final score of the application. Grant reviewers input relevant information and
scores directly in the online software of the program.

g) Step 7: Inspection — The inspection mainly involves visiting the location of a business and
confirmation of the existence of the assets of the potential beneficiary against information
provided during the selection process, including self-reported Environmental and Social
screening information. CO hired inspectors conduct inspections.

h) Step 8: Contract Signing — The contract between a beneficiary and the EG (Sub-Grant
Agreement) is concluded with the logistical support of Contractor Organization. The Sub-
Grant Agreements will include the terms and conditions below. EG will submit the
Selection Contracts to the World Bank for a targeted review of these terms and conditions:

a. Financial terms of the transaction on which funds are given to Eligible Firms (grants
terms, including amounts and co-financing requirements);

b. EG undertakes to:

1. suspend or terminate the right of the Eligible Firms to use the proceeds of
the Loan or obtain a refund of all or any part of the amount of the same
then withdrawn, upon Eligible Firms’ failure to perform any of its
obligations under the Sub-Grant Agreements,

2. exercise its rights and carry out its obligations under each Sub-Grant
Agreement in such a manner as to protect the interests of EG, the
Borrower, and the Bank, and to accomplish the purposes of the Loan/Part
A.1 of the Project,

3. not assign, amend, abrogate, waiver, or fail to enforce any of the
provisions of the Sub-Grant Agreements contrary to this checklist without
consulting the Bank;
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c. Eligible Firms undertake to:

1. carry out its activities under Project and Sub-Grant Agreement: (i) with
due diligence and efficiency and in accordance with appropriate technical,
economic, financial, managerial, environmental and social standards and
practices; (ii) in accordance with the terms and conditions set out in Sub-
Grant Agreement, the Loan Agreement, Environmental and Social
Standards and instruments including the Project ESMS and ESMF, the
Project Operations Manual, including the Anti-Corruption Guidelines
applicable to recipients of loan proceeds other than the Borrower; and (iii)
provide, promptly as needed, the resources required for such purpose;

2. Reporting and FM requirements: make available such financial
information as may be requested by the Bank or EG from time to time;
enable EG and the Bank to review any relevant records and documents;

3. Procurement requirements: include according to Eligible Firms’
Procurement obligations

4. Prepare and furnish to EG and the Bank all such information as EG or the
Bank shall reasonably request relating to foregoing

5. not assign, amend, abrogate, waiver, or fail to enforce any of the
provisions of the Sub-Grant Agreements contrary to this checklist without
consulting EG and the Bank;

6. exercise its rights and carry out its obligations under the Sub-Grant
Agreement in such a manner as to protect the interests of EG, the
Borrower, and the Bank, and to accomplish the purposes of the Loan,

d. Data Protection obligations of both Parties, as further elaborated in the POM,

e. Other terms and conditions including: terms and conditions of the agreement
include: Obligation of the beneficiary to use the grant funds to cover expenditures
as stated in the business plan submitted to the EG; finalize the project according to
submitted business plan in timely manner, provide evidence for the expenses
incurred and assist EG and contractor organization during monitoring process.

i) Step 9: Co-financing spending — After concluding a contract, the beneficiary is required
to spend the amount of co-financed sum according to the business plan and carry out
respective activities;

J) Step 10: Grant Transfer —The documentation is checked by the EG and the grant amount
is transferred to the beneficiary's bank account;

k) Step 11: Grant spending — After the grant amount transfer, the beneficiary is required to
spend the amount of grant according to the business plan to perform relevant activities.

Step 12: Monitoring — Inspectors under COs will carry out at least three monitoring missions
within one-year timeframe. First two monitoring missions will check beneficiaries spending of co-
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financing, grant funds respectively, and track the progress of the business project, including E&S
aspects. Third monitoring mission will check whether beneficiary started operating the business
and E&S requirements are satisfied. Inspectors will upload relevant information into the online
program software.

3. Subcomponent 1.2 — Co-financing of interest payments

3.1. Introduction

Through this program, EG offers co-financing of interest payments to reduce costs of loans and
leases for SMEs. The program aims to facilitate establishment of new enterprises and extension/
re-equipment of existing ones in order to assist SME’s in overcoming economic difficulties caused
by the new coronavirus (COVID 19) pandemic.

The POM mirrors the program features, terms and conditions, and procedures described in the
relevant chapter of the Resolution 365 of the GoG (Chapter I° — Universal Industrial Part of the
State Program Produce in Georgia, with focus on Article 12%, 123, 1237 and 12%), dated May 30,
2014. Changes in the program will be reflected in the POM through its periodic updates, subject
to the World Bank’s No Objection

3.2. Program Features

Effective September 1, 2021, the Universal Industrial Program provides two types of benefits for
the entire approved term of the loan/lease:

a) Co-financing interest rate equivalent to NBG refinancing rate minus 500 basis points out
of annual interest rate charged on credit by commercial bank; and

b) Co-financing interest rate equivalent to NBG refinancing rate minus 300 basis points out
of annual interest rate charged on the value of leasing by a lessor.

The program allows restructuring and refinancing, however the program and value of co-financing
will apply only to the initial terms, amount and tenor defined by the loan agreement.

Loan proceeds can be used for Capital Expenditures (not including property, land, transport
vehicles, renovation/construction expenses solely for office/administrative building). Up to 50
percent of the loan amount may be used as working capital.

The minimum and maximum loan amounts are GEL 50,000 and GEL 10,000,000, respectively.
The minimum and maximum value of leasing are GEL 50,000 and GEL 10,000,000, respectively.

Loans shall be approved and disbursed only in national currency (GEL).
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Minimum and maximum amounts for loans may be adjusted over the course of Project
implementation. Any changes will be reflected in the POM. As per Loan Agreement, over the
lifetime of the Project, the loan amount for each beneficiary shall not exceed EUR 2.8 million,
unless agreed otherwise by the Bank and the Borrower.

3.3.  Implementation Arrangements and Selection of PFIs

Under the supervision of the MOESD, the program is implemented by EG and PFIs. Commercial
banks and leasing companies are eligible to participate in the Program as the PFIs. Their roles and
responsibilities are described in the Resolution No 365, Interest Co-Payment Participation
Agreements and the ESMF. Adoption and changes to participation agreements are subject to the
World Bank’s No Objection. Similarly, the roles and responsibilities of EG and beneficiaries are
described in the Resolution No 365, loan/lease agreements and the ESMF.

The program does not impose eligibility criteria for PFls, allowing all regulated and licensed
commercial banks in good standing with the NBG to participate, as well as leasing companies,
which are currently not regulated nor supervised by the NBG.

EG has signed participation agreements with each PFI. According to the contract PFIs should
check eligibility criteria for program beneficiaries and program requirements should be addressed
in the loan/lease contracts that PFIs sign with program beneficiaries.

3.3.1. Terms and conditions for the EG-PFI Agreements (Interest Co-Payment Participation
Agreement)

The Interest Co-Payment Participation Agreements will include the terms and conditions listed

below. The agreements will be renegotiated prior to the implementation of the subcomponent to

reflect Project requirements. EG will submit the EG-PFI Agreements to the World Bank for a

targeted review of these terms and conditions:

1. Financial terms of the transaction on which funds are given to Selected PFI (i.e., terms of co-
financing of interest payments, including amounts, duration and other financial aspects).

2. EG undertakes to:

a. suspend or terminate the right of the Selected PFI to use the proceeds of the Loan or
obtain a refund of all or any part of the amount of the same then withdrawn, upon
Selected PFI’s failure to perform any of its obligations under the Interest Co-Payment
Participation Agreement;

b. exercise its rights and carry out its obligations under each Interest Co-Payment
Participation Agreement in such a manner as to protect the interests of EG, the
Borrower, and the Bank, and to accomplish the purposes of the Loan/Part A.2 of the
Project;

c. not assign, amend, abrogate, waiver, or fail to enforce any of the provisions of the
Interest Co-Payment Participation Agreement contrary to this checklist without
consulting the Bank.
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3. Selected PFIs undertake to:

a.

carry out its activities under Project and Interest Co-Payment Participation Agreement:
(i) with due diligence and efficiency and in accordance with appropriate technical,
economic, financial, managerial, environmental and social standards and practices; (ii)
in accordance with the terms and conditions set out in this Interest Co-Payment
Participation Agreement, the Loan Agreement, Environmental and Social Standards
including the Project ESMS and PFI ESMS, the Project Operations Manual, including
the Anti-Corruption Guidelines applicable to recipients of loan proceeds other than the
Borrower; and (iii) provide, promptly as needed, the resources required for such
purpose;

Reporting and FM requirements: make available such financial information as may be
requested by the Bank or EG from time to time; enable EG and the Bank to review any
relevant records and documents; maintain a financial management system and prepare
financial statements in accordance with consistently applied auditing standards
acceptable to EG and the Bank, and promptly furnish the statements so audited to EG
and the Bank;

Maintaining good standing with the National Bank of Georgia, including adequate
financial performance;

Procurement requirements: include according to Selected PFI’s Procurement
obligations;

Prepare and furnish to EG and the Bank all such information as EG or the Bank shall
reasonably request relating to foregoing;

not assign, amend, abrogate, waiver, or fail to enforce any of the provisions of the
Interest Co-Payment Participation Agreement contrary to this checklist without
consulting EG and the Bank;

exercise its rights and carry out its obligations under each Interest Co-Payment
Participation Agreement in such a manner as to protect the interests of EG, the
Borrower, and the Bank, and to accomplish the purposes of the Loan.

4. Data Protection obligations of both Parties, as further elaborated in the POM.

5. Other terms and conditions including the below:

Commercial Banks

In case of refinancing the loan by commercial banks under the program, commercial banks
shall not extend the initial term for co-financing interest rate accrued on the loan;
Commercial banks shall check annual revenue of business entities which are interested in
participating in program on www.reportal.ge and shall not enroll business entity in the
program if business entity in accordance with the Law of Georgia on Accounting,
Reporting and Auditing is not qualified as an enterprise of the 3rd or 4th category;
Commercial banks shall not impose commission fee/penalty on program beneficiaries for
prepaying the loan. Herewith, commission fee established by commercial banks for full or
partial prepayment of the loan issued by EBRD within the Risk Sharing Framework, shall
not be considered as a commission fee for loan prepayment;

In case of violation of the loan issuance, including inconsistency between the program
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and/or the provisions defined in the agreement mentioned in paragraph 2 of article 123! of
the program (Resolution No 365 of the GoG ) during the loan issuance, commercial banks
shall pay penalty stated in aforementioned agreement;

Commercial banks shall incorporate obligations of beneficiaries and sanctions for violating
them formulated in accordance with paragraph 2 of article 123 of the program (Resolution
No 365 of the GoG), in loan agreements which will be concluded between commercial
banks and beneficiaries;

Refuse the Entrepreneur Entity to participate in the Program, if Entrepreneur Entity is a
subsidiary / parent company of the Program Beneficiary and if they operate in the same
activity (field of activity) of the Georgian National Classifier - Sec 006-2016 (NACE-Rev-
2) and if their loans, combined or individually exceeds the maximum amount of the loan
of the program (10 000 000 Gel).

Leasing Companies

Fee for leasing issuance shall not exceed 0.1 (zero point one) percent of total leasing project
cost;

In case of full or partial lease payment before due date within 6 (six) months after signing
relevant agreement, commission fee and/or penalty for prepayment shall not exceed 2 (two)
percent of prepaid amount; After 6 (six) months of signing relevant agreement, in case of
full or partial lease payment before due date, commission fee and/or penalty for
prepayment shall not exceed 1 (one) percent of prepaid amount;

Leasing companies shall check annual revenue of business entities which are interested in
participating in program on www.reportal.ge and shall not enroll business entity in the
program if business entity in accordance with the Law of Georgia on Accounting,
Reporting and Auditing is not qualified as an enterprise of the 3rd or 4th category;

In case of issuance of leasing project in violation of provisions of the program and/or
breaching provisions of agreement mentioned in paragraph 2 of article 123! of the program
(Resolution No 365 of the GoG), leasing companies shall pay penalty stated in
aforementioned agreement;

In case of refinancing leasing project under the state program, leasing companies shall not
extend the initial term established by EG for co-financing;

Leasing companies shall incorporate obligations of beneficiaries and sanctions for
violating them defined in accordance with paragraph 2 of article 1233 of the program
(Resolution No 365 of the GoG), in lease agreements which will be concluded between
leasing companies and beneficiaries;

Refuse the Entrepreneur Entity to participate in the Program, if Entrepreneur Entity is a
subsidiary / parent company of the Program Beneficiary and if they operate in the same
activity (field of activity) of the Georgian National Classifier - Sec 006-2016 (NACE-Rev-
2) and if their loans, combined or individually exceeds the maximum amount of the loan
of the program (10 000 000 Gel).

Sanctions for Commercial Banks:

According to monitoring, in case EG establishes the fact that commercial banks issued
loans in violation of loan purposes and/or obligations of commercial banks defined in
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resolution, EG terminates co-financing of beneficiaries and commercial banks shall return
total amount paid to beneficiaries within the scope of program;

In case commercial banks furnish incorrect/incomplete information envisaged in
participation agreement, as well as, information required by EG and defined in
participation agreement, EG is entitled to impose penalty on commercial banks for each
violation in amount of 200 (two hundred) GEL;

In case of refinancing the loan in violation of provisions mentioned in participation
agreements and/or changing the loan schedule in such way that results in extension initial
term for subsidy by EG, EG shall terminate subsidy of beneficiaries;

In case EG establishes the fact, that commercial banks charged in violation of loan schedule
or commercial banks furnished incorrect information regarding accrued subsidy amount to
be transferred to commercial banks, commercial banks shall pay penalty in favor of EG for
each violation in amount of 200 (two hundred) GEL.

Sanctions for Leasing Companies:

3.4.

According to monitoring, in case EG establishes the fact that leasing companies issued
leasing projects in violation of terms mentioned in participation agreements and/or
obligations of leasing companies defined in resolution (Resolution No 365 of the GoG),
EG shall terminate co-financing of beneficiaries and leasing companies shall return total
amount paid to beneficiaries within the scope of program;

In case leasing companies furnish incorrect/incomplete information envisaged in
participation agreement, as well as, information required by EG and defined in
participation agreement, EG is entitled to impose penalty on leasing companies for each
violation in amount of 200 (two hundred) GEL;

In case of refinancing the leasing project in violation of provisions mentioned in
participation agreements and/or changing lease payment schedule in such way that results
in extension initial term for subsidy by EG, EG shall terminate subsidy of beneficiaries;

In case EG establishes the fact, that leasing companies charged in violation of lease
payment schedule or leasing companies furnished incorrect information regarding accrued
subsidy amount to be transferred to leasing companies, leasing companies shall pay penalty
in favor of EG for each violation in amount of 200 (two hundred) GEL.

Eligibility Criteria of Beneficiaries

The program focuses on business entities. Eligibility criteria include: (i) a legal entity, except for
the state and municipality, as well as legal entities established with a direct or indirect participation
of JSC Partnership Fund; (ii) entity does not have overdue tax liability against the state or/ and are
not registered in the Debtors’ Registry; (iii) parent/daughter companies operating in the same
NACE-Rev-2 Department with total approved loan/lease amount within the program is less than
10 min. GEL (iv) business entity which in accordance with the Law of Georgia on Accounting,
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Reporting and Auditing is qualified as an enterprise of the 3 or 4™ category only with respect to
the enterprise’s revenue component.?

The program is being implemented in all regions of Georgia, including Thilisi. The program can
support more than 200 economic activities, with main sectors being: paper and paperboard, wood
processing, metal products, chemical manufacturing, mechanical engineering, textile production,
electrical equipment, rubber and plastics. The full list of economic activities allowed by the
program are included in the Resolution No 365, Appendix N11.

The Project will target that at least 40 percent of beneficiaries are women-inclusive firms that is,
owned or managed by women or actively promoted female employment. Women-inclusive firms
are defined as follows: (i) owned by women (that is, with at least one female shareholder with a
properly documented representative and managing powers); or, (ii) managed by women (that is,
with at least one female chief-level (c-level) manager or with at least 25 percent female
representation in mid-level management); or, (iii) employing a ratio of women that is higher than
the average ratio observed in the respective sector; or, (iv) has increased the share of women
employment by at least 5 percent the previous year.

Given the importance of the climate change and green recovery agenda, the Project will target at
least 15 percent of disbursed grants to MSMES to support investments in the green economy and
climate financing measures. Adaptation measures would include investments that reduce MSMEs’
exposure to climate change and increase their resilience. Mitigation measures include investments
that reduce, capture, or sequester GHG emissions (generation/use of renewable energy, increased
energy efficiency, sustainable forest management, climate-smart agriculture, improved waste
management). Articles 10 and 11 of the EU Taxonomy for sustainable activities published in June
2020, as well as the related EU Taxonomy Compass (with specific NACE codes) will be used as
a reference (https://eur-lex.europa.eu/eli/reg/2020/852/0j).

Activities not funded by the program include: (i) acquisition of goodwill; (ii) acquisition and repair
of transport vehicles (with a few exceptions for balneal resort industry and tourism service
industries, or if the transport vehicle is integral part of production/service provided); (iii)
acquisition of real estate being in the State or private ownership; (iv) acquisition of stock or share
of a legal entity; and (v) construction, renovation and equipping only of a working space/office.

In order for beneficiaries to receive funds from the portion of the program funded by the World
Bank, the loans applications must meet the World Bank’s relevant ESSs outlined in the ESMF of
this Project to be eligible for World Bank funding. Ineligible activities may be funded by
alternative resources, at the discretion of EG.

2 Currently, this is equivalent of an annual turnover of up to GEL 20 million.
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3.5.  Processes: Obtaining Co-Financing of Interest Rates
3.5.1. Summary of Process

PFI MSME PFl conducts If loan/lease is EG checks PFl and MSME If granted, EG
applies to applies to due diligence approved by PFI, eligibility decide on loan pays part of
‘Produce PFI for for loan/lease both PFl and against terms including the interest

in —» loan/ =P andchecks P MSME apply to (=P criteriaand § proposed =P monthly and
Georgia’ lease eligibility of EG forinterest makes a interest PFI monitors

‘Produce in payment decision payment for the life of
Georgia’ co-financing co-financing the loan/lease

3.5.2. Process for Applying for Co-Financing of a Loan and Lease
SMEs can obtain information on the co-financing program from the Enterprise Georgia Service
Center (info@enterprise.gov.ge), a participating financial institution (PFI), the EG website or other
sources. The SME then applies for a lease/loan under the program to the PFI.

3.5.3. Review of Co-Financing Application for a Loan and Lease
The PFI will perform an initial determination regarding whether the project is eligible for the
program, conduct a E&S screening, approve loan/leasing project and before disbursement send the
application via software specifically designed for this purpose to the EG for consideration.

An employee of the EG shall review application and check compliance of criteria.

Once compliance with criteria is verified by the EG, the Agency approves project via the software
within 7 calendar days. If and when a confirmation is received from EG, the loan shall be deemed
approved within the scope of the program.

PFI signs contract (PFI-MSME Beneficiary Agreements) with the company and the company is
granted beneficiary status to receive co-financing. If the application is rejected, the PFI will be
notified.

The PFI-MSME Beneficiary Agreements will include the terms and conditions listed below:

1. Financial terms of the transaction on which funds are given to MSME Beneficiary (i.e. terms
of loans and co-financing of interest payments, including amounts, interest rates, co-financing
share, duration and other financial aspects).

2. EG undertakes to:

a. suspend or terminate the right of the MSME Beneficiary to use the proceeds of the
Loan or obtain a refund of all or any part of the amount of the same then withdrawn,
upon Selected PFI’s failure to perform any of its obligations under the PFI-MSME
Beneficiary Agreements;

b. exercise its rights and carry out its obligations under each PFI-MSME Beneficiary
Agreements in such a manner as to protect the interests of EG, the Borrower, and the
Bank, and to accomplish the purposes of the Loan/Part A.2 of the Project;
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C.

not assign, amend, abrogate, waiver, or fail to enforce any of the provisions of the PFI-
MSME Beneficiary Agreements contrary to this checklist without consulting the Bank

3. MSME Beneficiary undertakes to:

a.

carry out its activities under Project and PFI-MSME Beneficiary Agreement: (i) with
due diligence and efficiency and in accordance with appropriate technical, economic,
financial, managerial, environmental and social standards and practices; (ii) in
accordance with the terms and conditions set out in the respective PFI-MSME
Beneficiary Agreements, the Loan Agreement, Environmental and Social Standards,
the Project Operations Manual, including the Anti-Corruption Guidelines applicable to
recipients of loan proceeds other than the Borrower; and (iii) provide, promptly as
needed, the resources required for such purpose;

Reporting and FM requirements: [make available such financial information as may be
requested by the Bank or EG from time to time; enable EG and the Bank to review any
relevant records and documents;

Procurement requirements: include according to MSME Beneficiary’s Procurement
obligations;

Maintaining eligibility under the required eligibility criteria;

Prepare and furnish to EG and the Bank all such information as EG or the Bank shall
reasonably request relating to foregoing;

not assign, amend, abrogate, waiver, or fail to enforce any of the provisions of the PFI-
MSME Beneficiary Agreements contrary to this checklist without consulting EG and
the Bank;

exercise its rights and carry out its obligations under the PFI-MSME Beneficiary
Agreements in such a manner as to protect the interests of EG, the Borrower, and the
Bank, and to accomplish the purposes of the Loan.

4. Data Protection obligations of both Parties, as further development in the POM.

5. EG does not conclude a contract with the beneficiary. All the obligations of the beneficiary to
EG are written in the loan/leasing agreement, which is concluded between PFIs and the
beneficiary.

3.5.4. Disbursement

After the company is granted status of beneficiary and PFI disburses the loan, EG starts co-
financing. In the beginning of each month PFI sends EG official request to transfer co-financing
portion of the loans under the program for the previous month. Co-financing rate is accrued daily
based on the loan repayment schedule and the beneficiary receives interest subsidy after PFI’s
official request.

In case the beneficiary falls behind repayment schedule and the loan is overdue EG stops co-
financing until beneficiary repays overdue amount. The beneficiary is given 120 days to cover
outstanding amount and once the repayment is made EG will transfer accrued subsidy amount.
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3.6. Other Implementation Aspects

EG will monitor the fulfillment of obligations by the beneficiaries as well as the fulfillment of the
conditions specified in the project. This will be accomplished by receiving a monthly report from
the lender/lessor indicating which borrowers made loan payments and which lessees made lease
payments. The report from lenders should include the name of the borrower, the amount of the
payment, overdue amounts (if applicable), the paid to date for interest and the remaining balance.
For lessors, the report should include the name of the lessee, whether the current month’s lease
payment was made, overdue amounts (if applicable) and the number of remaining payments.
Lenders and lessors also report the number of nonperforming loans within the portfolio supported
by the Project on a monthly basis.

3.6.1. Regime of Sanctions and Termination

Currently, the participation agreement signed between EG and PFIs includes certain provisions for
sanctions and termination, which relate to breaches in loan purpose, incorrect or incomplete
information, and other requirements under the program. A tighter regime of sanctions and breaches
will include new provisions based on PFI financial performance, with regards to asset quality and
business practices of PFIs. The regime, which will be ring-fenced and applied to the EG portfolio
only, will define specific thresholds for asset quality indicators, which will be mapped to a layered
system of sanctions, ranging from initial warnings, request of corrective plan on the EG portfolio,
temporary EG program suspension, and finally exit from the EG program. The description of the
revised regime of sanctions and breaches will be developed in future versions of the POM.

Co-financing of loan and lease program will be terminated/over under the following
circumstances:

1. EG, PFI and beneficiary company fulfilled obligations according to the program;

2. Beneficiary did not perform his obligations and have payment overdue for 120 days
according to his payment schedule;

3. In favor of Bank/Lease organization enforcement proceedings is started or writ of
execution is issued against beneficiary;

4. In acase of refinancing and restructuring the loan/lease taken in the scope of this program
are against of the established terms;

5. Beneficiary violated purposes of the program (meaning the breach of usage of main or
working capital) — only for loan component;

6. The commercial Bank/Lease company lent loan/lease in violation of program terms;

7. Other possible circumstances which can appear according the Georgian Legislation.

Sanctions

In an event of violation/breach of obligations by the PFI to approve and/or disburse loan/leasing
subject according to the program requirements, PFI will be liable for compensating the whole
amount paid off by the agency in co-financing.
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3.6.2. World Bank’s Guidance for Projects Involving Financial Intermediary Financing

EG and the World Bank will monitor the subcomponent’s compliance with the World Bank’s
Guidance for Projects involving Financial Intermediary Financing. The guidance focuses on
ensuring that PFIs are well-managed, with adequate corporate governance, adequate financial
performance indicators, and adequate technical and institutional capacity to operate under
competitive market conditions. The guidance also addresses other issues, including pricing, on-
lending rates, foreign exchange risks, and subsidies. Overall, the guidance exits to ensure results
are sustainable over time, activities do not create new or aggravate existing distortions in the
financial sector, and that the Project does not place an unjustified fiscal burden on the country.

In compliance with the guidance, market conditions will be monitored to assess the continued
relevance of interest rate subsidies. The project will develop a framework to determine the
termination of the relief phase by sector based on annual supervision missions. The framework
will include a process for evaluating quantitative measures (economic activity, exports and tourism
revenues, and consumer and business confidence indicators), but it will also rely on qualitative
assessments and feedback from market participants. This assessment will also benefit from the
findings of the evaluation study under the project. This framework will be developed in the future
versions of the POM.

4.  Subcomponent 1.3 — Partial Credit Guarantees

4.1. Introduction

EG provides partial guarantees on loans made by PFIs (commercial banks and MFIs) to MSMEs
in Georgia. The Credit Guarantee Scheme aims to improve access to finance for those small and
medium businesses that are unable to comply with the collateral requirements (fully or partially),
facilitate financing the economy and ensure inclusive economic growth. In the current
environment, it also aims to reduce the adverse effect of the COVID-19 pandemic and support
economic recovery.

The POM mirrors the program features, terms and conditions, and procedures described in the
Resolution No 163 of the GoG on Approving the State Program on the Credit Guarantee Scheme,
dated March 29, 2019, and takes into consideration the exceptions set out in the Resolution 365 of
the Government of Georgia (Chapter 1° — Universal Industrial Part of the State Program Produce
in Georgia, with focus on Article 12°%), dated May 30, 2014. Any changes that the program may
undergo in future will be reflected in the POM, subject to the World Bank’s No Objection.

4.2. Program Overview - Guarantee Features

The Credit Guarantee Scheme entails issuance of the credit guarantee for every participant of the
program, within the following limits for new loans issued from January 1, 2022 onwards:

¢ Individual guarantee coverage = up to 80% of loan amount
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Portfolio cap = up to 35% of actual loan portfolio of a PFI

Guarantee fee = 0.3% per annum of the guarantee amount®

Guarantee Deposit Amount = Loan Amount * Requested Guarantee (MAX 80%) * 35%
Repayment Amount = Loan Repayment Amount * Requested Guarantee (MAX 80%) *
35%

e Drawn Down Amount: Loan Balance * Requested Guarantee (Max 80%) — net of interest
and commission fees.

Effective January 1, 2022 refinancing / restructuring will not be allowed.

Loans within the program scope are issued only in local currency.

Loans with collaterals that exceed 150% are not supported by the Program.

Up to 20 percent of the loan amount may be used as working capital.

The maximal length of credit guarantee shall be 10 years from loan disbursement/ restructuring.

The following minimum and maximum loan amounts apply:

In GEL Minimum Maximum
Commercial bank 50,000 5 million
Microfinance institutions 20,000 5 million

Within the program scope the beneficiary is authorized to use several credits if the total sum thereof
does not exceed GEL 5 million. In case of co-borrowing the total amount of loans taken by the co-
borrowers (separately and jointly) shall not exceed GEL 5 million.

Minimum and maximum amounts for loans may be adjusted over the course of Project
implementation. Any changes will be reflected in the POM. As per Loan Agreement, over the
lifetime of the Project, the loan amount for each beneficiary shall not exceed EUR 1.4 million,
unless agreed otherwise by the Bank and the Borrower.

Program features of Credit Guarantee Scheme under Universal Industrial Program are detailed
below.

Program features of Credit Guarantee Scheme under Universal Industrial Program

Within the framework of Universal Industrial Program described in the Resolution 365 of the
Government of Georgia, beneficiaries of the loan interest co-financing have access to credit
guarantee of up to 60% of the same loan approved by the participating commercial bank.

The distinguishing features of the Credit Guarantee under Universal Industrial Program are
following:

e For every participant of the program, the credit guarantee will be issued within the
following limits:

3 Beneficiaries that employ persons with disabilities will be exempt from the fee.

31



o maximum 35 percent of actual loan portfolio of a PFI within the program scope at
any moment;

o maximum 60 percent of the loan principal for each individual loan issued by the
PFI,

e The minimum and maximum loan amounts are GEL 50,000 and GEL 10,000,000,
respectively. The Bank funding will apply only for loans with maximum threshold of GEL
5,000,000;

e Refinancing and/or restructuring loans approved outside the scopes of the program is not
allowed.

4.3.  Program Overview — Flow of Funds

Loans are approved only by the participating financial institutions (commercial banks and
microfinance institutions). Once each loan is approved by the PFI and EG confirms the eligibility
criteria is met, the respective guarantee deposit is transferred from EG’s account at the Treasury
to EG’s account at the PFI on an individual basis.

If the loan is issued by the commercial bank, the guarantee deposit will be transferred into the
EG’s deposit account at respective bank. The bank will transfer on a monthly basis a guarantee fee
equivalent to 0.3 percent per annum of the guarantee amount, during the validity of the guarantee.

If the loan is issued by MFI, the guarantee amount will be deposited to EG’s deposit account in
the bank selected by the MFI. The MFI will transfer on a monthly basis a guarantee fee equivalent
to 0.3 percent per annum of the guarantee amount, during the validity of the guarantee.

As loans get repaid by borrowers, the PFIs transfer the repayment amount back to EG’s account
at the Treasury (Collective Funds). In the event of a default, the PFI can request EG”’s approval
for the drawn down amount. Default, as defined in the Resolution No 163, occurs when PFI sends
notice to the beneficiary to repay the loan amount in full based on beneficiary’s failure to meet
liabilities assumed under the credit agreement. PFI may also commence insolvency proceedings
against beneficiary and initiate procedures for loan collection, including but not limited to
application to the court or/ and arbitration or enforcement of collateral foreclosure.

The PFI and EG split the recoveries on a pari passu basis in the proportion of guaranteed and non-
guaranteed parts of an individual loan.

Effective September 1, 2021, EG created new budget management mechanism for the Credit
Guarantee Scheme called Collective Funds that consists of an EG’s account at the Treasury that
hold new additions from state budget, deposits returned from PFI (i.e. repayment amounts) and
existing unutilized allocated budget from previous years. Accrued interest on guarantee deposits
and guarantee fee are transferred directly to Treasury and therefore are not held in Collective
Funds.

The portion of funds that’s consists of state budget and unutilized allocated budget is held at the
Treasury until the loan is approved. Once the loan is approved in the program the proportionate
guarantee amount can be transferred from Treasury and be deposited on EG account. Deposits

32



returned from PFIs are held on EG’s account at the Treasury. Loans are guaranteed by first come
first serve principle and PFls are notified each time there is a change in amount left in Collective
Funds. This budget allocation mechanism ensures longevity of the Credit Guarantee Scheme
through continuous budget increase and improves availability of the funds to every participant PFI
despite their size.

4.4. Implementation Arrangements and Selection of PFIs

Under the supervision of the MOESD, the program is implemented by EG and PFls. Commercial
banks and MFIs are eligible to participate in the Program as the PFIs. Their roles and
responsibilities are described in the Resolution No 163, the PCG Participation Agreements and the
ESMF. Adoption and changes to participation agreements are subject to the World Bank’s No
Obijection. Similarly, the roles and responsibilities of EG and beneficiaries are described in the
Resolution No 163, guarantee agreements and the ESMF.

The program does not impose eligibility criteria for PFls, allowing all regulated and licensed
commercial banks in good standing with the NBG to participate, as well as MFI’s with a total
outstanding loan portfolio exceeding GEL 2 million, as of March 31, 2020.

4.4.1. Terms and conditions for the EG-PFI Agreements (PCG Participation Agreements):

The PCG Participation Agreements will include the following terms and conditions. The
agreements will be renegotiated prior to the implementation of the subcomponent to reflect Project
requirements. EG will submit the PCG Participation Agreements to the World Bank for a targeted
review of these terms and conditions:

Financial terms of the transaction on which funds are given to Selected PFI (i.e. terms of
guarantees, including amounts, interest rates, maturity, guaranteed amount, guarantee fee and other
financial aspects).

1. EG undertakes to:

a. suspend or terminate the right of the Selected PFI to use the proceeds of the Loan or
obtain a refund of all or any part of the amount of the same then withdrawn, upon
Selected PFI’s failure to perform any of its obligations under the PCG Participation
Agreement;

b. exercise its rights and carry out its obligations under each PCG Participation
Agreement in such a manner as to protect the interests of EG, the Borrower, and the
Bank, and to accomplish the purposes of the Loan/Part A.3 of the Project;

c. notassign, amend, abrogate, waiver, or fail to enforce any of the provisions of the PCG
Participation Agreement contrary to this checklist without consulting the Bank.

2. Selected PFIs undertake to:
a. carry out its activities under Project and PCG Participation Agreement: (i) with due
diligence and efficiency and in accordance with appropriate technical, economic,
financial, managerial, environmental and social standards and practices; (ii) in
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accordance with the terms and conditions set out in PCG Participation Agreement, the
Loan Agreement, Environmental and Social Standards including the Project ESMS and
PFI ESMS, the Project Operations Manual, including the Anti-Corruption Guidelines
applicable to recipients of loan proceeds other than the Borrower; and (iii) provide,
promptly as needed, the resources required for such purpose;

b. Reporting and FM requirements: make available such financial information as may be
requested by the Bank or EG from time to time; enable EG and the Bank to review any
relevant records and documents; maintain a financial management system and prepare
financial statements in accordance with consistently applied auditing standards
acceptable to EG and the Bank, and promptly furnish the statements so audited to EG
and the Bank;

c. Maintaining good standing with the National Bank of Georgia, including adequate
financial performance;

d. Procurement requirements: include according to Selected PFI’s Procurement
obligations;

e. Prepare and furnish to EG and the Bank all such information as EG or the Bank shall
reasonably request relating to foregoing;

f. notassign, amend, abrogate, waiver, or fail to enforce any of the provisions of the PCG
Participation Agreement contrary to this checklist without consulting EG and the Bank;

g. exercise its rights and carry out its obligations under each PCG Participation
Agreement in such a manner as to protect the interests of EG, the Borrower, and the
Bank, and to accomplish the purposes of the Loan;

3. Data Protection obligations of both Parties, as further elaborated in the POM;

4. Other terms and conditions including the below:

Obligations:

Submit the information on loans issued / restructured / refinanced within the framework of
the program and the information provided for an agreement with EG.

On the first working day of each month, upload loan repayment schedule in PCG software
for previous month on the loans and the actual portfolio of the program, taking into
account the repayments, arrears, and newly issued loans as of the last working day of the
previous month. At the same time, in case of default PFI is obliged to notify EG within one
working day.

Default, as defined in the Resolution No 163, occurs when PFI sends notice to the
beneficiary to repay the loan amount in full based on beneficiary’s failure to meet liabilities
assumed under the credit agreement. PFI may also commence insolvency proceedings
against beneficiary and initiate procedures for loan collection, including but not limited to
application to the court or/ and arbitration or enforcement of collateral foreclosure.

Fully inform the beneficiary on program and related obligations as defined by the loan
agreement.
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Prior to the issuance of the loan, obtain and submit to EG the Beneficiary's consent to EG
for the Beneficiary's loan information as well as the information provided to the
Beneficiary about it.

Ensure accrual of interest on the guarantee amount in the deposit account in accordance
with the daily refinancing rate. Interest is accrued before the amount is transferred to
government to the unified treasury account. In the event of a change in the refinancing rate,
ensure a change in the interest on the deposit account on the next business day following
the change in the refinancing rate.

Do not accrue the service fee to the deposit account opened with the PFI for the purpose of
placing the guarantee amount (in case of bank).

Transfers from EG's deposit account under the program do not accrue service fees (in a
case of bank).

As EG does not conclude contract with beneficiaries, PFIs should reflect all mandatory
rules and terms of EG in the agreement signed between PFI and beneficiary, as described
in the Resolution N 163 and in the EG-PFI Agreements.

Deny entrepreneur program participation if the entity is either a subsidiary or a parent
company of the existing program beneficiary operating under same Georgian National
Classifier - Sec 006-2016 (NACE-Rev-2) and if their loans, combined or individually,
exceeds the maximum amount of the loan specified in paragraph 2 of Article 6 of the
Resolution. (Resolution No 163 of the GoG).

Do not require from beneficiary loan collateral that exceeds 150% of the total loan amount.
During the assessment of the loan collateral consider amount of EG’s guarantee. In a case
of breaching this obligation EG will not approve the loan under the scheme.

Sanctions:

If PFI delays to impose penalty on beneficiary for breaching mandatory rules as described
in the Resolution N163 the PFI will bear the penalty for each overdue day in the amount
of 0.1 % of the penalty to be imposed. (Brief summary of the mandatory rules is described
below).

If it is revealed that the bank’s/MFI loan issuance contradicts the purpose of Resolution
and government program PFI is obliged to return the guarantee deposit to the treasury
single account and is responsible for payment of the penalty in the amount of 10% of the
guaranteed amount. For the avoidance of doubt, the PFI shall not be liable under this clause
if the Beneficiary uses the loan amount on its own initiative and without the consent of the
PFI in violation of the requirements (purpose) of Agreement between EG and PFI.

If PFI violates obligation of payment the accrued interest on EG’s deposit account
for guarantee sum the PFI shall bear the penalty for each overdue day in the amount of 0.1
% of the unpaid amount.
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e PFl is liable to transfer sanction/penalty amount on treasury account in 30 days after
revealing violation of his obligation.

The main mandatory rules for the beneficiaries:

A) The beneficiary shall start production / service delivery:
a. No later than 24 months after the first tranche of the loan in case of new
enterprises.
b. No later than 12 months after the issuance of the first tranche of the loan in case
of existing enterprise.
c. No later than 60 months after enrolling in the program in case of exceptions
described in the Resolution N 163.

B) The beneficiary maintains profile activity for 2 years from the beginning of the
production / service delivery, but no less than the term of the credit guarantee issued within
the program. However, a change in the profile activity, which is included in the list of types
of economic activities defined in Annex N1 of the Resolution N163, shall not be considered
as a violation of this sub-paragraph.

C) The beneficiary shall utilize the first tranche of the loan no later than 6 months after
enrollment in EG program. In case issued loan/loan tranche violates this term, EG will not
issue credit guarantee. In this case, the beneficiary is entitled to apply to the PFI to
participate in the program again in accordance with the rules established in Resolution
N163.

D) The beneficiary shall utilize the loan amount in full not later than 2 years after
confirming the loan by the EG. (Except the codes defined in Annex N1 of the Resolution
N 163 - In this case the term for utilization of full amount of loan shall not be more than 3
years after confirming the loan by the EG).

E) The beneficiary shall ensure adaptation of necessary economic/administrative buildings
for conducting targeted activities to the requirements of people with special abilities.

F) The beneficiary is obliged within the period of using beneficiary status, in case of
requesting by the EG, not later than 10 working days after the request, to furnish to the EG
financial and any other required information in accordance with the form developed by the
EG.

4.5. Eligibility Criteria of Beneficiaries

The program focuses on business entities. Eligibility criteria include: (i) an entity shall meet the
requirements towards the 3" or 4™" category enterprises according to the Law of Georgia on
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Accounting, Reporting and Auditing only in the revenue component;* (ii) the borrower’s total
obligations (at the time of borrowing) shall not exceed GEL 12 million. The program is being
implemented in all regions of Georgia, including Thilisi. The program can support more than 200
economic activities, with main sectors being: production and processing, hotel industry, electricity
generation, educational activities, training centers, export of services and high-tech medical
laboratories. The full list of economic activities allowed by the program are included in the
Resolution 163. Beneficiaries may participate in the co-financing of interest payments program
under Produce in Georgia Program (Resolution 365), as described in the section “Program
Overview — Guarantee Features” of the POM.

The project will target that at least 30 percent of beneficiaries are women-inclusive firms, that is,
owned or managed by women or actively promoted female employment. Women-inclusive firms
are defined as follows: (i) owned by women (that is, with at least one female shareholder with a
properly documented representative and managing powers); or, (ii) managed by women (that is,
with at least one female chief-level (c-level) manager or with at least 25 percent female
representation in mid-level management); or, (iii) employing a ratio of women that is higher than
the average ratio observed in the respective sector; or, (iv) has increased the share of women
employment by at least 5 percent the previous year.

Given the importance of the climate change and green recovery agenda, the project will target at
least 15 percent of disbursed grants to MSMES to support investments in the green economy and
climate financing measures. Adaptation measures would include investments that reduce MSMEs’
exposure to climate change and increase their resilience. Mitigation measures include investments
that reduce, capture, or sequester GHG emissions (generation/use of renewable energy, increased
energy efficiency, sustainable forest management, climate-smart agriculture, improved waste
management). Articles 10 and 11 of the EU Taxonomy for sustainable activities published in June
2020, as well as the related EU Taxonomy Compass (with specific NACE codes) will be used as
a reference (https://eur-lex.europa.eu/eli/reg/2020/852/0j).

The following are ineligible: (i) the borrower is a company where the state or LEPL has 10 percent
holding directly or indirectly or participates in the management of the company directly or
indirectly; (ii) entrepreneurs that have already defaulted once on this scheme or violated the
conditions set in the agreement or the agreement signed in terms of the governmental Resolution
365 from May 30, 2014, and/or are indebted towards the state or are registered in the list of debtors;
and (iii) loans that have been financed according to the government program listed in the
governmental Resolution No 177 dated March 19, 2020 on Co-financing Facility for Facilitating
Small, Medium and Family Hotel Industry.

In order for beneficiaries to receive guarantees from the portion of the program funded by the
World Bank, the loan applications must meet the World Bank’s relevant ESSs outlined in the
ESMF of this Project to be eligible for World Bank funding. Ineligible activities may be funded
by alternative resources, at the discretion of EG.

4 Currently, this is equivalent of an annual turnover of up to GEL 20 million.
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4.6. Processes: Obtaining Partial Credit Guarantees

4.6.1. Summary of Process

scheme

the scheme

EG disburses

account at
PFI

covered

If default, PFI

exposure at
80%

PFl applies PFl selects cashona PFI pays . If no default,
. . can claim up
to the loans to retail basis monthly fee . EG gets
= to 35% of its
guarantee cover under to EG for loans money &

interest

4.6.2. Application Process for a Guarantee

SMEs can obtain information on the Credit Guarantee Scheme program from the Enterprise
Georgia Service Center (info@enterprise.gov.ge), a participating financial institution (PFI), the
EG website or other sources.

The SME then applies for a loan under the program to the PFI. The PFI will perform an initial
determination regarding whether the project is eligible for the program, conduct E&S screening,
approve loan and before disbursement send the application including amount of the loan and
requested credit guaranty amount via software specifically designed for this purpose to the
Entrepreneurship Department of EG for consideration.

The EG ensures that the information submitted by the PFI complies with the criteria and conditions
of the program.

Within 2 business days after the PFI submits the information to EG, EG shall determine whether
the applicant is in compliance with major loan parameters including the eligibility criteria of the
program and its terms and conditions. If and when a confirmation is received from EG, the loan
shall be deemed approved within the scope of the program.

If the application is rejected, the PFI will be notified.

The PFI and applicant sign a loan agreement (PFI-MSME Firm Agreements) which will include
the following terms and conditions:

1. Financial terms of the transaction on which funds are given to MSME Firms i.e. terms of loans
and guarantees, including amounts, interest rates, maturity, guaranteed amount, guarantee fee
and other financial aspects).

2. EG undertakes to:
a. suspend or terminate the right of the MSME Firms to use the proceeds of the Loan or
obtain a refund of all or any part of the amount of the same then withdrawn, upon
Selected PFI’s failure to perform any of its obligations under the PFI-MSME Firm
Agreements;
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b.

exercise its rights and carry out its obligations under each PFI-MSME Firm
Agreements in such a manner as to protect the interests of EG, the Borrower, and the
Bank, and to accomplish the purposes of the Loan/Part A.3 of the Project;

not assign, amend, abrogate, waiver, or fail to enforce any of the provisions of the PFI-
MSME Firm Agreements contrary to this checklist without consulting the Bank.

3. MSME Beneficiary undertakes to:

a.

carry out its activities under Project and this PFI-MSME Firm Agreements: (i) with due
diligence and efficiency and in accordance with appropriate technical, economic,
financial, managerial, environmental and social standards and practices; (ii) in
accordance with the terms and conditions set out in the respective PFI-MSME Firm
Agreements, the Loan Agreement, Environmental and Social Standards, the Project
Operations Manual, including the Anti-Corruption Guidelines applicable to recipients
of loan proceeds other than the Borrower; and (iii) provide, promptly as needed, the
resources required for such purpose;

Reporting and FM requirements: make available such financial information as may be
requested by the Bank or EG from time to time; enable EG and the Bank to review any
relevant records and documents;

Procurement requirements: include according to MSME Firm’s Procurement
obligations;

Maintaining eligibility under the required eligibility criteria;

Prepare and furnish to EG and the Bank all such information as EG or the Bank shall
reasonably request relating to foregoing;

not assign, amend, abrogate, waiver, or fail to enforce any of the provisions of the PFI-
MSME Firm Agreements contrary to this checklist without consulting EG and the
Bank;

exercise its rights and carry out its obligations under the PFI-MSME Firm Agreements
in such a manner as to protect the interests of EG, the Borrower, and the Bank, and to
accomplish the purposes of the Loan.

4. Data Protection obligations of both Parties, as further developed in the POM.

4.6.3. Monthly Analysis of Deposit Account

Up to the 10" of each month, the PFI shall return to EG’s account at the Treasury the repayment
amount (i.e., the portion of the guarantee deposit from loan repayments that was not used when
there is no default. The repayment amount to be transferred back is calculated based on loan
balances as of the last day of the previous month.

If the account is depleted and guarantee funds are fully used EG will provide additional guarantee
funds if commercial bank / microfinance organization disburses new loans. The PFI shall continue
to transfer unused guarantee funds (repayment amounts) back to the EG’s account at the Treasury
in accordance with the guidance above.
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4.6.4. Repayment of Guarantee Deposit by PFI

EG shall verify the correctness of the amount transferred to EG's account by the PFI. Any errors
will be corrected immediately in accordance with the agreement signed between commercial bank/
microfinance organization and EG.

4.6.5. Disbursement in Tranches
In the event of loan disbursement in tranches, the guarantee amount shall be placed in the EG’s
deposit account at the Commercial Bank in proportion to the tranches.

4.6.6. Payment in the Event of Default by Borrower

In case of default of a loan issued by a commercial bank, after submitting the relevant information
to EG, the commercial bank shall collect the relevant amount from the deposit account of EG
(hereinafter the ‘due amount drawn down from the credit guarantee”).

In case of default of the loan issued by the microfinance organization, after submitting the relevant
information to EG, the commercial bank, within the authority granted by EG, shall collect the
relevant amount from the deposit account of EG (drawn down amount) and transfer it to the
account of the microfinance organization.

PFIs shall immediately notify EG on the default and submit information on the amount to be drawn
down from the deposit account of the credit guarantee.

The balance of the deposit account in the commercial bank shall not be returned to the final state
budget at the end of the fiscal year.

By the 15th of each month, a commercial bank shall transfer the interest amount accrued on the
deposit and the commission/fee for usage of the credit guarantee to the deposit account at the
Treasury. The sum shall be transferred in local currency. At the same time, by the 15th of each
month, the microfinance organization shall transfer the commission/fee for usage the credit
guarantee to the deposit account at the Treasury.

4.6.7. Commercial Bank/ Microfinance Institution Reporting

In accordance with the agreement signed with EG, the PFI shall periodically upload updated
information on the loan portfolio, loan repayment, overdue status of loans, and on defaulted and
restructured loans into EG PCG software

The following information is required in the monthly report for each loan in the PFI’s portfolio:
date payment received, interest paid-to-date®, principal balance after receipt of the payment and
loan status (current, past due, non-performing, in liquidation/collection). PFls shall include a
discussion on each loan that is past due with the report, including how many days the borrower
has been past due. The commentary shall briefly describe follow up activities undertaken by the
PFI or any steps taken to protect collateral.

5 Some lenders use the phrase interest paid through date. In this case, we are looking for the last full day of interest covered
by the last payment received.
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4.6.8. Limitations by Sector

EG, in the case of a high concentration of loans in some sectors of the economy (including separate
activities within sector) and/or region, based on a portfolio analysis is authorized to notify the
Commercial Banks /microfinance organizations about termination of credit guarantee issuance in
a specific sector (including separate activities within sector) and/or specific region. The
termination of activity in a specific sector will be prospective and will not affect existing
guarantees.

4.7. Other Implementation Aspects

EG analyzes the credit portfolio issued by the PFIs. It will look at the quality of portfolio along
with sectoral and geographic allocation. In addition, it will keep statistics of default per sector and
per category of beneficiary (when and if such information is available). EG is authorized to request
additional information / documentation from the PFI and the beneficiary. In order to monitor the
results of the program, EG is authorized to conduct an external audit every year after the launch of
the program.

4.7.1. Commercial Banks
When a loan is guaranteed by EG, it will provide a cash sum (guarantee deposit amount)to back
the credit guarantee for the loans issued by the Commercial Banks. The process is as follows:

1. EG is authorized to open a deposit account in a Commercial Bank;

2. The MOESD shall ensure the transfer of funds to EG within the allocations specified in the
program to the account of other (non-budgetary) revenues allowed EG in the State Treasury
in order to secure the credit guarantee provided in accordance with the procedure and
amount set under the program, and

3. EG shall, in accordance with the rule defined by the Resolution, transfer the guarantee
deposit to its account at a commercial bank, opened within the program on the basis of
Article 7 (8a) of the Law of Georgia on the Budget Code of Georgia (2009) and the
guidance in this paragraph. Interest accrued on this account belongs to the state budget and
within the timeframe specified in this Resolution shall be transferred to the single treasury
account and directed to the state budget revenues. Unused funds within the program are
directed to the Collective Funds account.

4.7.2. Microfinance Organizations
To provide a credit guarantee deposits for the loans issued by the microfinance organizations, EG
will follow the steps listed below:

1. EG is authorized to open deposit account in a Commercial Bank for this purpose;
2. The MOESD, within the allocations specified in the program, shall ensure the transfer of
funds to EG on the account of other (non-budgetary) revenues allowed by EG in the State
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Treasury, in order to provide a credit guarantee, in accordance with the rules and amount
provided by this program, and

3. EG shall transfer the guarantee deposit to its account in a commercial bank, opened within
the program on the basis of Article 7 (8a) of the Budget Code of Georgia and Subparagraph
(1) of this Paragraph, after which the commercial bank shall transfer the mentioned amount
to the relevant account of the microfinance organization according to the agreement
concluded between EG and the microfinance organization. The interest accrued on this
account belongs to the state budget and within the timeframe specified in this Resolution
shall be transferred to the Single Treasury Account and directed to the state budget
revenues. Unused funds within the program are directed to the Collective Funds account.

4.7.3. Payment of Interest
The Commercial Bank or MFI shall pay interest on the deposits of the credit guarantee scheme
opened according to the guidance above. The interest will be accrued daily, at the rate equivalent
to the refinancing rate. When the refinancing rate changes, the new rate will become effective on
the following business day.

4.7.4. Amount to be Drawn Down by the PFI

The amount to be drawn down from the credit guarantee is an amount that the Commercial Bank
or the Microfinance Organization (the Microfinance Organization may draw through the
Commercial Bank that is authorized by the program to serve the Microfinance Organization) will
draw from the deposit account of the credit guarantee for the redistribution of a financial risk
arising due to the defaulting of the loan originally issued within the scope of the program.

The drawn down amount is calculated as the requested guarantee times loan balance. In line with
the terms and conditions of the present Program, defaulting loan(s) shall be compensated until the
total volume of the defaulting loans reach 35 percent of the loan portfolio established by agreement
with EG of each PFI.

In line with an Agreement concluded by and between a Commercial Bank and EG and after
validation of accuracy of the due amount to be drawn down by EG, Commercial Bank shall be
entitled to actually draw down the amount kept at the deposit account.

After the loan extended by microfinance organization defaults, following confirmation of the
accuracy of the unused part of loan and granting respective authority to the bank, the latter is
obliged to charge the unused amount from deposit account and transfer to the microfinance
organization to the respective account.

In case of default, commercial bank/ microfinance organization ensures respective activities for
collecting the defaulted loans have commenced.

4.7.5. Collection of Debt by Enforcement: Amount Transferred to Scheme and Retained by PFI
Funds collected as a result of debt collection / recovery efforts shall be distributed in proportion
with the guaranteed and unguaranteed portions of the loan issued. No more than 80 percent of the
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collected funds shall be transferred to the treasury account, while the rest shall be transferred to
the Commercial Bank/Microfinance Organization. In the case of beneficiaries of the co-financing
of interest payments program, no more than 60 percent of the collected funds shall be transferred
to the treasury account.

The sum to be transferred to the Single Treasury Account based on redistribution of the amount
collected according to the requirements of this section, shall not exceed the amount actually
collected by the Commercial Bank from the deposit account.

If and when assets collateralized as a loan security cannot be sold through a debt collection effort
and as a result such assets of the beneficiary get foreclosed by the PFI, they shall be sold by the
Commercial Bank no later than two years from the date of the default. Transfer of the due amount
to EG via a Single Treasury Account shall occur through the sale of assets foreclosed by the
Commercial Bank in line with this subsection.

If and when the foreclosed assets fail to be sold within the timeline specified in the previous
paragraph, the assets will be reassessed, and the Commercial Bank shall transfer the due amount
to EG via a Single Treasury Account on the grounds of a re-appraisal of the liquidation value of
the referred assets within two months and in line with this subsection. Commercial bank conduct
the appraisal based on their own policies that take into account NBG regulations.

If and when assets referred by the beneficiary as a loan security on the grounds of a Loan
Agreement for the lending under the program are already registered to secure other liabilities
(mortgage/collateral), the order of creditors is to be honored at the moment the claims shall be
defined in line with the rules promulgated in the Law of Georgia on the Civil Code of Georgia
(1997).

4.7.6. Regime of Sanctions and Termination
EG is authorized to restrict engagement in the program for any PFI based on a risk assessment and
notify the concerned entity at least 14 calendar days prior to the enforcement of this decision.
Suspension or termination from the program will not affect existing credit guarantees.

The program may be terminated in cases envisaged under the legislation of Georgia. If and when
the program is terminated, existing credit guarantees shall be compensated upon issuing a credit
guarantee in line with the terms and conditions of the program. Any dispute originating from the
implementation of the present program shall be reviewed by the common courts of Georgia in line
with the rules promulgated in the legislation of Georgia.

Currently, the participation agreement signed between EG and PFls includes certain provisions for
sanctions and termination, which relate to breaches in loan purpose, incorrect or incomplete
information, and other requirements under the program. A tighter regime of sanctions and breaches
will include new provisions based on PFI financial performance, with regards to asset quality and
business practices of PFIs. The regime, which will be ringfenced and applied to the EG portfolio
only, will define specific thresholds for asset quality indicators, which will be mapped to a layered
system of sanctions, ranging from initial warnings, request of corrective plan on the EG portfolio,
temporary EG program suspension, and finally exit from the EG program.
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This framework will be developed in the future versions of the POM and included in the
participation agreements. The framework will ensure that EG may consider suspension or
termination for any of the following reasons:

High default rate/NPL rate

High loss rate

Incomplete application packages

Incomplete guarantee claims documentation

Lack of trained personnel due to staff departures

Excessive concentration in one sector or region

Guarantee usage exceeds XX% of total EG activity leading to a concentration in one
institution for the guarantee scheme

NoakowhE

Other concerns raised by EG.

5. Subcomponent 1.4 — Support for COVID-proofing &
Digitization

The activities under this subcomponent will be further developed during project implementation
and the POM will be adjusted accordingly.

This subcomponent will support both the design and the provision of technical assistance to firms
to adjust to the new normal through the adoption of relevant managerial, digital, and other COVID-
proofing practices and supporting the creation of a market for such services. The objective is to
supplement the financial support under other subcomponents with technical assistance to address
outstanding firm needs in key sectors, informed by stakeholder outreach. Recent global surveys
indicate firms are building resilience, to the shocks posed by the pandemic, through greater uptake
of digital platform technologies and other existing digital solutions. Therefore, this component will
focus on the identification of key skills needed to facilitate digitization and any outstanding
COVID-proofing measure in key sectors, with consideration for the needs of female entrepreneurs.
This subcomponent will also aim to gauge the feasibility of establishing and eventually scaling the
most relevant of managerial capability and digitization programs in the context of Georgia. It will
also pilot activities aimed at creation of a local market for firm consultancy services. It is proposed
that this subcomponent pilots three sets of activities that validate the need for similar productivity-
and resilience-building activities well beyond the pandemic. The POM will be updated to include
the final design of the component and a description of implementation arrangements.

Module 1: Digitization 101. The first set of activities is proposed to strengthen digital capabilities
of micro firms, supported under Subcomponent 1.1, through just-in-time training modules on
digitization and COVID-proofing. These introductory modules (several hours) will supplement the
existing business plan training modules currently delivered under the micro grant program. These
trainings can be designed with sector-specific features and are intended to be devised and delivered
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as an online training to be completed remotely by the beneficiaries at their own pace. These
trainings could also be made available through contractor organizations that administer the grants,
in partnership with MFIs and industry associations, and through EG’s social media to adapt, and
disseminate emerging practices rapidly to the broader micro sector.

It is assumed that these micro beneficiaries will have had low to no experience working with digital
technologies and will benefit from understanding how existing off-the-shelf low cost technologies
can help their firms become more efficient and productive, including by being able to processing
digital payments, developing an online presence, engaging in e-commerce, using security systems,
etc. Firms that complete the online modules satisfactorily and express interest in specific
technologies could be included in an initial pilot program to support the rapid adoption of off-the-
shelf technologies as a means to showcase diffusion of COVID-proofing and digital measures
among micro entrepreneurs.

Module 2: Digitization and Managerial Capabilities for SMEs and Exporters. The second set
of activities would target managerial and digital skills in small, medium, domestic and export-
oriented firms. These businesses would share the profile of firms supported under Subcomponents
1.2 and 1.3. These SMEs are expected to have basic familiarity with digital and managerial
practices and to benefit from developing intermediate digital technologies and managerial
practices to strengthen overall firm productivity and resilience. Areas for consideration include
business model pivots, staff and managerial practices, access to finance, operational and supplier
management, and technology upgrading e.g. through adoption of customer relations management
(CRM) or enterprise resource planning (ERP) systems, software for digital accounting, project
management, HR management, business intelligence, e-Commerce platform, marketing
automation, supply chain management, exporting, etc. Similar programs are being deployed in the
UK by the government’s productivity enhancement foundation, bethebusiness.com that is also
conducting important evidence gathering around the efficacy of the programs.

Adapting the scope of this program will require significant firm outreach by EG, likely in
partnership with the commercial banks, industry associations, trade representative of export
partners, and so on. The programs for this set of beneficiaries are typically more involved (up to
several weeks) and often include a funnel two-stage program that includes cohort-based trainings
that progress into consultancy support to individual firms, pending successful accomplishment of
agreed milestones. Given the outsized impact of the pandemic on the hospitality industry, firms in
the tourism sector could be considered for the pilot with the benefits stemming from the adoption
of digital solutions and other customer confidence-building COVID-proofing measures. An
exporting sector could also be included in the pilot / scale up phase.

Module 3: Developing the Marketplace. The third set of activities would support the
development of a vibrant marketplace, including localized training practices and a cadre of local
consultants through a marketplace activity. In emerging economies information asymmetries -
about the service offerings of providers, the quality of services, the and the specific needs of SMEs
- often prevent the emergence of a vibrant local market for service provision to SMEs, with
services around digitalization and managerial capabilities targeted primarily at larger firms. This
activity could build on the positive experience of an Exporter Marketplace pilot competition
designed by the World Bank and later scaled by the Sri Lanka Export Development Board. The
program piloted a competitive physical marketplace, where over 30 service providers essential for
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exporters, and exporters from the food and beverage sector used vouchers to transact on relevant
services. The mock marketplace was designed to reduce information asymmetries, and it also
helped service providers to tailor their future offerings to the needs of exporter SMEs. All firms
pitched their updated business plans and rationalized the services purchased earlier at the
marketplace to a panel of banks, investors, largescale exporters, trade attaches and received
invaluable feedback from the panel. As an incentive, five of these firms were awarded funds to
advance their business models. This program has since been scaled to other sectors. In Georgia, a
marketplace could be tailored to create partnerships between international and local firms keen on
delivering services on digitalization and managerial capabilities to exporter SMEs, and or anchor
and supplier firms, in sectors critical for the economy.

6. Subcomponent 2.2 — e-KYC and Know-Your-Customer
Registry

The subcomponent will finance investment for the establishment of the e-KY C infrastructure and
KYC registry, which will build on the existing unique ID system, MyGov.GE service and
centralized authentication system operated by the Public Service Development Agency (PSDA) of
the MOJ.

The MOESD will be the technical lead for this subcomponent, in coordination with the MOJ, with
the responsibility of advancing the reform and convening the meetings of a working group that
will include relevant stakeholders. EG will perform the fiduciary functions for this activity, as an
agent of the MOESD, including procurement and financial management. Activities will be
complemented by ongoing technical assistance under the Financial Inclusion and Accountability
project funded by the European Union Trust Fund and are aligned with the World Bank’s ID4D
(Identification for Development) initiative. All relevant bidding documentation will be drafted by
the MOESD in coordination with other stakeholders, while EG will be commencing procurements
on behalf of the MoESD. EG has fiduciary (procurement and financial management)
responsibilities for this sub-component.

7. Subcomponent 2.3 — Secured Transactions Reform

The subcomponent will finance technical assistance and investments for: (i) improvements in the
legal and regulatory framework for secured lending, including support to the drafting of legal
amendments (EUR 0.6 million); (ii) modernization of the collateral registry, including the
preparation of technical specifications of the online registry and procurement of a customized
software solution (EUR 0.8 million); and (iii) capacity building for users (EUR 0.3 million).

The MOESD will be the technical lead for this subcomponent, with the responsibility of advancing
the reform and convening the meetings of a working group that will include relevant stakeholders,
such as the MOJ, NBG, and the National Agency of Public Registry (NAPR), as well as needed
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experts. EG will perform fiduciary responsibilities for this subcomponent as an agent of MOESD,
including procurement and financial management. All relevant bidding documentation will be
drafted by the MoESD in coordination with other stakeholders, while EG will be commencing
procurements on behalf of the MoESD. EG has fiduciary (procurement and financial management)
responsibilities for this sub-component.

8. Component 3 — Project Management and Monitoring

Component 3 will finance the project management, implementation, and monitoring needs. The
component will finance expenses related to (a) implementation costs of EG, including operational
expenses and additional staff needs to perform the overall project implementation and comply with
EG’s fiduciary responsibilities, as well as to undertake environmental and social (E&S)
management responsibilities; (b) M&E activities, including enterprise surveys and costs associated
with impact assessments; and (c) other institutional strengthening activities in support of PBCs.

9. Component 4 — Contingency Emergency Response Component
(CERC)

This is an unfunded contingency component that can be activated in case of a relevant emergency
event. Following an eligible crisis or emergency, the Borrower may request the World Bank to re-
allocate project funds to support an emergency response. Once triggered, this component will draw
from the then uncommitted loan resources under the Project to address the emergency. The CERC
may be used for temporary support to poor households and vulnerable households. The CERC may
also be used for MSME relief measures if a rapid deployment of liquidity is required, beyond the
programs listed in Component 1. This component might cover measures such as utility subsidies
and other short-term cash transfers for both households and MSMEs. The CERC is not limited to
certain sectors, regions or specific activities. The definition of eligible emergency, as well as a
positive list of activities will be provided in the CERC Manual, to be annexed to this POM.

10. Environmental and Social Management

10.1. Introduction

All projects funded by the World Bank must comply with the Bank's Environmental and Social
Framework (ESF) and project-specific ESF instruments. In the case of the MSME Relief and
Recovery Project these instruments include the Project’s Environmental and Social Commitment
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Plan (ESCP)®, Environmental and Social Management Framework (ESMF)’, Labor Management
Procedures (LMP), and Stakeholder Engagement Plan (SEP)®. The purpose of these guidelines is
to establish an environmental and social review process to ensure that the projects funded through
the World Bank loans are environmentally and socially sound and designed to operate in
compliance with applicable regulatory requirements of the Bank and are not likely to cause a
significant environmental, social, health, or safety risks.

Environmental and Social Management chapter sets the procedures and implementation
arrangements for EG to ensure full consideration and management of environmental and social
risks applicable to the Project following the objectives and requirements of the World Bank ESF
and relevant national legislation of Georgia. It describes the relevant World Bank Environmental
and Social Standards (ESSs) and environmental and social assessment procedures pertinent to the
Project to guide the EG in setting and conducting environmental and social screening, appraisal,
monitoring, and reporting procedures.

10.2. ESSs relevant to the Project

The World Bank finances the Relief and Recovery for MSMEs Project. As such, the objectives
and requirements of the World Bank ESSs should apply to all Project-financed sub-components.

Out of ten ESSs of the World Bank, ESS1, ESS2, ESS3, ESS4, ESS9, and ESS10 are relevant to
the Project:

ESS1. Assessment and Management of Environmental and Social Risks and Impacts.

The standard applies to all Project Subcomponents that may cause potential environmental and
social impacts. These Subcomponents will be subject to screening, due diligence, and monitoring
by EG, Contractor Organizations, and PFIs to ensure conformance with Georgian national
environmental and social legislation and relevant requirements of ESF. Where non-compliance
with national law or ESMF occurs, posing risks to the environment, people or communities;
remedial actions will be identified, and their implementation will be monitored and ascertained by
EG, via Contractor Organizations and PFIs, involving other national authorities, as relevant.

ESS2. Labor and Working Conditions.

The standard applies to all direct and contracted workers under the Project. This includes
employees of the Project implementation team at EG and NBG, Contractor Organizations and
PFls, and any Consultants recruited to implement Project activities. Project beneficiaries (MSMES)
will also commit to comply with national labor legislation. Where Subcomponents risks are
substantial, the Labor Management Procedures (LMP) will complement national law and the ESF
to include good international industry practices for working conditions and occupational health
and safety issues specific to their work sector.

Shttps://documents.worldbank.org/curated/en/554881620937082865/pdf/Environmental -and-Social-Commitment-
Plan-ESCP-Georgia-Relief-and-Recovery-for-Micro-Small-and-Medium-Enterprises-P173975.pdf

7 https://documents1.worldbank.org/curated/en/799061615893026696/pdf/Environmental -and-Social-
Management-Framework-ESMF-Georgia-Relief-and-Recovery-for-MSMEs-P173975.pdf
8 https://documents1.worldbank.org/curated/en/560061616073664249/pdf/Stakeholder-Engagement-Plan-SEP-

Georgia-Relief-and-Recovery-for-MSMEs-P173975.pdf
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ESS3. Resource Efficiency and Pollution Prevention and Management.

The standard related to pollution prevention and the efficient use of resources is potentially
relevant to the activities of MSME beneficiaries under Subcomponents 1.2 and 1.3. Risk
identification and mitigation measures will be integrated into the beneficiaries' screening and due
diligence measures.

ESS4. Community Health and Safety

Community health and safety risks under Subcomponents 1.2 and 1.3 will be identified and
managed via screening and due diligence procedures. Project beneficiaries (MSMES), via their
contractual agreements with EG and PFls, will commit to robust community health and safety
measures per national law and zero tolerance for sexual exploitation and abuse and sexual
harassment (SEA/SH) within their operations. Relevant Codes of Conduct and SEA/SH sensitive
grievance mechanisms will be put in place by EG, by its contractors, and by PFls.

ESS9. Financial Intermediaries.

Subcomponents 1.2 and 1.3 will involve financial intermediaries. Following ESS9, PFIs under the
Project will maintain an ESMS including at a minimum: (i) an environmental and social policy;
(it) clearly defined procedures for the identification, assessment, and management of the
environmental and social risks and impacts of sub-projects; (iii) organizational capacity and
competency; monitoring and review of environmental and social risks of subprojects and the
portfolio; and (iv) an external communications mechanism.

ESS10. Stakeholder Engagement and Information Disclosure.

The Project implementing entities, Contractor Organizations, and PFIs involved in delivering
funds to beneficiaries will provide transparent information and systematically engage with
stakeholders to ensure their effective engagement and participation in project activities. They will
ensure that appropriate information on environmental and social risks and impacts is disclosed to
stakeholders in a timely, understandable, accessible, and proper manner and format. Stakeholders
may include project-affected persons or other interested parties.

10.3. Applicable National Environmental Legislation

The environmental assessment process in Georgia is mainly regulated by the Environmental
Assessment Code (EAC). The EAC was adopted in 2017 and entered into force in 2018.

Environmental assessment is a procedure aiming at identifying and assessing the potential adverse
impacts of proposed activities on the natural environment, human health, cultural heritage, and
material assets based on relevant studies. The Code includes two annexes with the sets of activities.
The activities listed in Annex I to the EAC are subject to Environmental Impact Assessment (EIA)
and issuance of Environmental Decision® by the Ministry of Environmental Protection and
Agriculture of Georgia (MEPA). In contrast, Annex Il activities of the EAC are subject to
screening. This procedure aims to define whether an activity shall undergo an environmental
impact assessment or be exempted from this procedure (for details, please, see EAC of Georgia

® Environmental Decision — an individual administrative legal act issued in accordance with Article 13 of the EAC, which is
a mandatory precondition for the implementation of activities/projects subject to EIA (Annex | activities/projects of the
EAC).
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https://matsne.gov.ge/ka/document/view/3691981?publication=7). The activities not subject to
environmental assessment should comply with relevant national environmental technical
regulations.

The main stages of EA include:

e Screening;

e Scoping;

e Preparation of an Environmental Impact Assessment Report (EIA Report) by the developer
or a consultant;

e Public participation;

e Review of the EIA Report by the MEPA;

e Issuance of a positive Environmental Decision by the MEPA or issuing a negative decision
and rejecting the activity for implementation.

10.4. Institutional Arrangements for Environmental and Social Management

To ensure full consideration and management of environmental and social risks applicable to the
Subcomponents of the Project, EG carries overall environmental and social risks' management
responsibilities of Project-financed activities (under Subcomponents 1.1., 1.2., and 1.3.). It
oversights the Contractor Organizations and PFIs that will conduct screening and monitoring of
Subcomponent activities' environmental and social performance. EG will ensure that entities
participating in Project implementation also have adequate institutional arrangements and
procedures for meeting the requirements of the national legislation of Georgia and the ESSs of the
World Bank relevant for the Project.

- EG will prepare and maintain Project relevant Environmental and Social Management
Framework (ESMF) and Environmental and Social Management System (ESMS).

- EG has hired and will maintain one Environmental Specialist and one Social Specialist.
(E&S Specialist ToRs are presented in Annex 4) Designated EG E&S staff will address
concerns raised by Contractor organizations and PFIs before the approval of requested
funds and conduct monitoring and reporting on activities, including post-approval checks,
to verify that screening and risk management measures are line with the Project ESMF and
ESMS.

EG will outsource the administration of subcomponent 1.1. to COs. As part of their obligations,
COs will carry environmental and social risks assessment of potential beneficiaries which includes
risk screening of the incoming grant applications based on self-assessment questionnaire filled by
the beneficiaries and subsequent monitoring of E&S performance.

Subcomponents 1.2 and 1.3 will be implemented with the involvement of the PFI's. To ensure
environmental and social risk screening and management related to these subcomponents, as per
the requirements under World Bank ESS9, PFIs will be required to establish and/or maintain a
functional ESMS. The requirements will be applicable to the portion of PFI portfolio that is funded
under the Project.
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Procedures Applicable to Operations of Subcomponents Financed by World Bank Relief and
Recovery for MSMEs Project

The procedural aspects for the assessment of environmental and social risks of Subcomponents
activities include the following stages:

10.5.

Screening
Appraisal
Monitoring and reporting

Screening

Following activities will be screened, reviewed, and rejected accordingly:

Activities appearing on the World Bank Group's exclusion list: these activities listed
in Annex 5, as a rule, are ineligible for any World Bank financing;

Activities that entail involuntary resettlement impacts: involuntary resettlement
impacts may include permanent or temporary restrictions to land, assets, or livelihoods to
any affected person (owner or informal user). To verify this, screening needs to ascertain
that all land and property where business activities will take place belongs to the
beneficiary and is free of any formal or informal use by a third party who may be directly
and adversely affected by the physical footprint of the beneficiary's activities;

Activities of acompany that has been sanctioned for non-compliance with the national
environmental and/or social legislation: Contractor Organizations will require signed
confirmation from potential beneficiaries that they do not have a history of prior non-
compliance or sanctions from state environmental or social authorities;

Activities for which the grant applicant does not hold permits or licenses as required
by the national legislation: if an application is missing evidence of necessary permits, the
applicant will be required to produce those or, if they are unable to do so, the application
will be rejected;

Activities with significant risks and impacts on workers and community and
occupational health and safety: this includes activities that could affect workers' working
conditions and health and do not allow illegal child labor or forced labor. It also includes
activities that could be unsafe and unhealthy for workers and members of the surrounding
community;

Activities to be implemented in a designated protected area or cultural heritage site:
this includes activities in any of the categories of protected areas covered by the Law of
Georgia on the System of Protected Areas, designated Emerald Network sites, and
activities inside or in immediate proximity to a material monument of Georgia's cultural
heritage as defined in the Law of Georgia on Cultural Heritage.
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Activities listed in Annex | of the EAC of Georgia will be categorized as high-risk and excluded
from support under the Relief and Recovery for MSME Project.

Activities listed in Annex Il of the EAC of Georgia will most likely be considered a substantial
risk and eligible for Project support if not designated as a high-risk activity per the screening
decision of the MEPA requiring Environmental Decision. If Environmental Decision is required
for such activities, it has to be undertaken, and a beneficiary should hold the Environmental
Decision to be eligible for the Project support. Those Annex Il activities not requiring
Environmental Decisions per the screening decision of the MEPA are subject to the environmental
and social risk assessment according to the World Bank ESF and relevant national regulations.

Activities not listed in Annexes | and 11 of the EAC are likely to be Low or Moderate risk. The
EG, Contractor Organizations, and E&S experts of the PFI will undertake risk screening of the
incoming applications before further review.

10.6. Environmental and Social Procedures Applicable to the Subcomponent 1.1

EG will competitively select and hire Contractor Organizations to administer parts of the micro-
grant scheme under Subcomponent 1.1.

EG and Contractor organizations will undertake risk screening of the incoming grant applications,
including screening outcomes into the process of decision-making on grant request approval,
overseeing grant recipients' environmental and social performance, and producing regular reports
on the social and ecological performance under the micro-grant scheme.

Designated EG environmental and social staff will address concerns raised by Contractor
organizations before the approval of grant requests and conduct monitoring and reporting on
activities, including post-approval checks, to verify that screening and risk management measures
are undertaken in line with the Project ESMF and national legislation.

For this purpose, EG will competitively select and hire Contractor Organizations to administer
parts of the micro-grant scheme. Each Contractor Organization will be mandated to operate in a
(set of) designated administrative regions of the country.

EG and Contractor Organizations will be both responsible for:

- ensuring that grant applications carry sufficient information on the company seeking a
grant, and on the activities intended for grant financing;

- reviewing, ensuring completeness, and verifying as need be (during inspection site visits
conducted before grants are awarded) self-reporting environmental and social screening
questionnaires (Annex 5. Screening form for Subcomponents 1.1) filled out by applicants;

- duly integrating the outcome of environmental and social screening into the decision-
making process on the grant award,

- overseeing the environmental and social performance of the grant-financed portfolio via
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the reports provided by grant beneficiaries and physical spot-checks.

- undertaking site visits in case any complaints of E&S nature are received through GRM.

E&S Process for new call of grant applications
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E&S process for ongoing call for grant applications

Applicant applies to the program through the EG Electronic Portal, without filling E&S checlist.

!

Contractor Crganizations review the application against program reguirements

Meets Doesn't meet
requirements requirements

Applicant is considered for subsequent Application is not eligible for
stages of selection 'WB funding

Applicants of selected applications sign
contracts with EG, and the grant is

disbursed
¥ h 4
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implementation of the sub-project, including E&S
¢ ¥ v
EG can
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: . ' iIs rejected

necessary remedial actions funding
SOUrces

Activities that have passed environmental and social screening as described above will be
implemented according to Georgia's national environmental and social legislation. Grant contracts,
to be signed between the beneficiaries and EG, will confirm that beneficiary MSMEs will comply
with Georgia's applicable environmental and social legislation, including the National Labor Code
and Labor Safety Law.

Contractor Organizations will be obligated to immediately (no later than 48 hours) report to EG
on any health and safety incidents. EG will promptly pass on such information to the World Bank.

10.7. Environmental and Social Procedures Applicable to the Subcomponents 1.2 and 1.3

Sub-projects under Subcomponents 1.2 and 1.3 will be screened using the standard template
(Annex 6) by designated staff (environmental and social experts) in the respective PFI (Screening
Form for Subcomponents 1.2. and 1.3. are provided in Annex). Further, the E&S specialist in EG
will conduct periodic monitoring and oversight and review monitoring reports submitted by PFls,
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to ensure that screening and risk management is undertaken in line with World Bank ESSs, the

Project's ESMF, and national legislation.

PFI Application Process

Negotiations about
how Low/Moderate

and Substantial will
be treated

Meets the
requirements
of ESS9

EG (with World Bank
support) will review
and verify quality of —

v

Low/Moderate at National level and
Substantial/High without World Bank
funding

Low/Moderate at National level and
Substantial with WB funding at IFI
level, High without WB funding

prospective Fl's
existing ESMS

A

Does not meet
the requirements
of ESS 9

Fl can receive
technical assistance
to strengthen ESMS

Feedback for additional
review and verification

- PFIs will establish and maintain a functional ESMS. EG will ensure that all PFIs have
adequate ESMSs covering environmental and social procedures and institutional
arrangements to undertake these procedures.

- EG will review and verify the quality of ESMSs of the prospective PFIs before concluding
contracts on channeling MSME projects. It will ensure that PFIs adhere to the adopted
ESMSs throughout their activities supported by Subcomponents 1.2 and 1.3.

- EG will undertake bi-annual checks to confirm that PFIs continue to apply the adopted
ESMSs for handling Project-supported activities.

- EG will ensure that requirements to apply due environmental and social diligence to the
subproject portfolio described in this ESMF are formally included in the contracts between
EG and PFlIs, and remedial actions are also part of these contracts, enabling EG to enforce
compliance of PFIs with these requirements.
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- EG will require each PFI to share environmental and social due diligence reports for the
five largest subprojects (in terms of credit amount) approved twice a year in a given report
period. If a significant environmental and/or social issue is encountered in a subproject,
PFI must report to EG. In that case, the latter will work with the PFI to apply corrective
actions.

- PFIs will be contractually obligated to immediately (within 48 hours) report to EG on any
health and safety incidents while at work for their staff and/or incidents involving their
creditors that have come to their attention and to provide additional verified information
pertaining to the incident shortly afterward, as EG may request from them. EG will
promptly pass on such information to the World Bank.

- EG will submit semi-annual reports to the World Bank, including information on
environmental and social performance. The World Bank will provide a prior review of all
subprojects up to six months after effectiveness. At that time, the Bank and EG will review
the possibility of post-review results for some, most, or all subprojects.

10.8. Reporting on Environmental and Social Performance of the Project

EG will report to the World Bank semi-annually on the environmental and social performance
under the Project. Reporting will include quantitative information and analysis of environmental
and social due diligence applied by EG and Contractor Organizations under Subcomponent 1.1
and by PFIs under Subcomponents 1.2 and 1.3. The reports will include information on the number
of micro-grant applications and subprojects screened and reviewed by each Contractor
Organization/PFl, risk categorization of these applications/subprojects, the status of the Project
ESMS, including the environmental and social performance of PFIs. A template for EG report on
E&S performance for the World Bank will be further developed by the environmental and social
specialists of EG, and will be included in future versions of the POM.

Contractor Organizations and PFIs will report to EG on quarterly basis and these reports will
include information on the environmental and social risk management performance. The templates
for regular reports and ad-hoc notifications on incidents will be developed by the environmental
and social specialists of EG and disseminated to all Contractor Organizations and PFIs. These
templates will be included in the Project ESMS.

10.9. Grievance Redress Mechanism

EG developed and will maintain a Project Grievance Mechanism (GM) as described in the
Stakeholder Engagement Plan. Contractor Organizations will have roles in managing the GMs at
the local level for activities under Subcomponent 1.1. PFIs will establish External Communication
Mechanisms as part of their corporate ESMS, which will be used to receive and handle grievances.

Contractor Organizations will record and seek to resolve a grievance with the help of local
authorities, if applicable. If a grievance cannot be resolved at the local level, in that case, the
Contractor Organizations will contact the grievance focal point within EG to seek support with the
grievance resolution.

56



EG will designate a GM focal point within its Project implementation team who will have overall
responsibility for the design, management, monitoring, and reporting on and training of all staff
involved in the functioning of the GM.

Contractor Organizations will be required to develop, adopt, and implement a GM as part of the
broader Project GM.

Through the GM, local communities affected by the implementation of grant-financed activities will
be able to raise concerns should they experience negative impacts (e.g., nuisance from noise, odor,
vibration, littering, etc.). Upon receipt of a grievance, the Contractor Organizations will record it and
seek to resolve it with the help of local authorities, if applicable. If the grievance cannot be resolved at
the local level, in that case, the Contractor Organizations will contact the grievance focal point within
EG to seek support with the grievance resolution.

Both Contractor Organizations and EG will maintain detailed logs on grievances and their status/
resolution. EG will report on them to the World Bank in semi-annual reports.

11. Performance-Based Conditions (PBCs)

The following PBC-linked disbursements are planned:

Financing 2021 2022 (2023 (2024 |2025 Total

1.1 Grants for micro and small firms 6.7 7.4 3.7 3.7 3.7 25.2
o/w PBC w| 0.0 5.6 2.8 2.8 00 |[m| 112

1.2 Co-financing of interest payments % 3.4 3.4 2.0 2.0 2.0 2 12.8
o/w PBC S[T00 |26 | 15 | 15 | 00 |3 56

1.3 Partial credit guarantees .(_'5: 4.1 4.5 5.0 5.4 6.0 76; 25.0
o/w PBC 2100 |34 |37 |41 |00 [F] 112

1.4 Support for COVID-proofing and digitization 2.1 1.7 0.4 04 04 5.0
IBRD Total 163 |17.0 |11.1 |115 (121 68.0

If the Bank shall determine based on the evidence furnished by the Borrower under Part B.1 of
this Section, that any PBC has not been achieved, the Bank may in its sole discretion, by notice to
the Borrower: (a) withhold in whole or in part the amount of the Loan allocated to such PBC; (b)
disburse in whole or in part the amount of the Loan allocated to such PBC at any later time if and
when such PBC is actually completed, to the extent that such completion remains feasible at a later
time; (c) reallocate in whole or in part any withheld amount of the Loan allocated to such PBC; or
(d) cancel in whole or in part any withheld amount of the Loan allocated to such PBC.
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Overall Verification Protocols: The PBCs of the Project include policy and institutional actions to
be implemented by EG with the purpose of strengthening its institutional capacity for evidence-
based decision-making and promoting the expansion and improvements of EG’s programs towards
strategic and sustainable outcomes. These are policy and institutional actions to be executed
directly by EG and, as such, they will be readily examinable by EG (for example, strategic
documents, contents of resolutions, evaluation of systems, launch of programs), the verification of
achievement of PBC will be conducted directly by EG as implementing agency, in consultation
with MOESD, unless otherwise agreed by the World Bank and the Borrower. The verified results
presented by EG as achievement of PBC targets will be validated by the World Bank. The World
Bank has the right to request additional information or verification conducted by the Borrower.

11.1. PBCs to Strengthen the Grants Program (PBC 1)
The following PBCs apply to subcomponent 1.1:

M&E Framework (EUR 5.6 million)

Value: EUR 5.6 million

e Description of condition to be verified: until Enterprise Georgia has adopted a
monitoring and evaluation framework satisfactory to the Bank, to improve the
methodology for monitoring the impact of the Micro and Small Entrepreneurship Support
Program on Eligible Firms, including by improving data collection from Eligible Firms
and by incorporating outcomes-based indicators.

e Source of data: EG’s Monitoring & Evaluation Department, development partners (GIZ
and Syspons) and service providers for software development.

e Verification entity: EG’s Project Management Team.

e Minimum required contents: The M&E framework should include improved data
collected from beneficiaries and outcome-based indicators. The framework should be (i) a
concept paper and/or internal procedures identifying KPIs mirroring strategic objectives,
M&E measures, performance targets, stakeholder engagement mechanisms, and processes
for incorporating data from the framework into decision-making; (ii) introduction of
information systems that generate, maintain, process and analyze data. The evidence to be
submitted by EG for achievement of this PBC would be: (i) Impact Assessment Framework
Report, including indicators, M&E measures, and stakeholder mechanisms; (ii) Contract
signed with software development provider and the demonstration of the functionality of
the software to the World Bank; (iii) Internal procedure / note on use of M&E framework
for decision making, as further elaborated in future version of the POM.

e Verification procedures: EG’s Project Management Team will evaluate the
documentation describing and establishing the M&E framework; and will confirm that the
information systems in place are able to generate, maintain, process, and analyze data in
line with the proposed M&E framework. EG will issue a letter confirming the verification
(adoption of the M&E framework and introduction of information system), with the
supporting documentation.

e Tentative timeline: 2022
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Amendments of the Program (EUR 2.8 million)

Value: EUR 2.8 million

Description of condition to be verified: until the Cabinet of Ministers has amended the
resolution governing the Micro and Small Entrepreneurship Support Program, satisfactory
to the Bank, to adopt improved eligibility criteria, specifically for Eligible Firms, based on
evidence from the upgraded outcome-based monitoring and evaluation framework;
Source of data: EG’s Legal Department.

Verification entity: EG’s Project Management Team.

Minimum required contents: (i) amended resolution with improved eligibility criteria
(Resolution No 365 on approving the State Program Produce in Georgia and/or other
relevant resolution); (ii) explanation of rationale and evidence from M&E framework used
to propose amendments.

Verification procedures: Prior to the amendment of the resolution, EG will share the draft
amendments and their rationale with the World Bank to confirm they meet the requirements
of the PBC. EG’s Project Management Team will evaluate the proposed amendments to
ensure they improve the eligibility criteria of the program based on evidence from the
upgraded outcome-based M&E framework. EG will issue a letter confirming the resolution
of the program has been amended, with the supporting documentation.

Tentative timeline: 2023

Graduation Scheme Pilot (EUR 2.8 million)

11.2.

Value: EUR 2.8 million

Description of condition to be verified: until Enterprise Georgia has adopted and made
effective a program, satisfactory to the Bank, to identify Eligible Firms based on
performance and provide institutional support to them for applying for commercial
financing, including by connecting them with financial institutions, as further elaborated
in the POM.

Source of data: EG’s Entrepreneurship Department.

Verification entity: EG’s Project Management Team.

Minimum required contents: The features of the pilot will be developed in the future
versions of this POM. They should include: (i) description of the program, including
objectives, targeting, program’s features, eligibility criteria, selection process,
implementation arrangements, expected results, and monitoring arrangements; (ii) launch
of the pilot graduation scheme.

Verification procedures: EG’s Project Management Team will evaluate the program’s
description to confirm it covers all elements required for the achievement of the PBC and
evidence that the pilot graduation scheme has been adopted and made effective. EG will
issue a letter confirming the approval of the program by management to ensure continued
effectiveness of the program, with the supporting documentation.

Tentative timeline: 2024

PBCs to Strengthen the Co-Financing Program (PBC 2)

The following PBCs apply to subcomponent 1.2:
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M&E Framework (EUR 2.6 million)

Value: EUR 2.6 million

Description of condition to be verified: until Enterprise Georgia has adopted a
monitoring and evaluation framework, satisfactory to the Bank, which improves the
methodology for monitoring of the impact of the program, especially in terms of measuring
the financial and economic performance of MSME Beneficiaries and the repayment
performance of loans and leases, especially by improving data sharing between Selected
PFIs and Enterprise Georgia and incorporating outcomes-based indicators.

Source of data: EG’s Monitoring & Evaluation Department, development partners (G1Z
and Syspons), PFIs and service providers for software development.

Verification entity: EG’s Project Management Team.

Minimum required contents: The M&E framework should include improved data
collected from beneficiaries and loans supported by the program through improved data
sharing between PFIs and EGs. The framework should be (i) a concept paper and/or
internal procedures identifying KPIs mirroring strategic objectives, M&E measures,
performance targets, stakeholder engagement mechanisms, and processes for incorporating
data from the framework into decision-making; (ii) introduction of information systems
that generate, maintain, process and analyze data. The evidence to be submitted by EG for
achievement of this PBC would be: (i) Impact Assessment Framework Report, including
indicators, M&E measures, and stakeholder mechanisms; (ii) Contract signed with
software development provider and the demonstration of the functionality of the software
to the World Bank; (iii) Internal procedure / note on use of M&E framework for decision
making, as further elaborated in future version of the POM.

Verification procedures: EG’s Project Management Team will evaluate the
documentation describing and establishing the M&E framework; will confirm that the
information systems in place are able to generate, maintain, process, and analyze data in
line with the proposed M&E framework; and will confirm that system in place allow data
sharing between PFls and EG . EG will issue a letter confirming the verification (adoption
of the M&E framework and introduction of information system), with the supporting
documentation.

Tentative timeline: 2022

Program Evaluation (EUR 1.5 million)

Value: EUR 1.5 million

Description of condition to be verified: until Enterprise Georgia has completed an
evaluation of its program for financing of Interest Co-Payments, satisfactory to the Bank,
to measure the functionality, efficiency and effectiveness of this program against its
intended goals, based on financial and economic performance of MSME Beneficiaries and
other relevant metrics, and as further specified in the POM.

Source of data: EG’s Monitoring & Evaluation Department, EG’s Entrepreneurship
Department and, if applicable, development partners.

Verification entity: EG’s Project Management Team.

Minimum required contents: (i) scope of evaluation, including research question and
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outcomes to be measured, measures the functionality, efficiency and effectiveness,
methodology, and source of data for evaluation; (ii) if applicable, terms of reference for
assignment; (iii) document containing the results of the evaluation.

Verification procedures: Prior to the beginning of the evaluation, EG will share the scope
of evaluation and, if applicable, terms of reference with the World Bank to confirm the
requirements of the PBC are reflected in the proposal. EG’s Project Management Team
will review the final evaluation to confirm it was conducted against the proposed scope.
EG will share the final evaluation for World Bank’s validation.

Tentative timeline: 2023

Amendments of the Program (EUR 1.5 million)

11.3.

Value: EUR 1.5 million

Description of condition to be verified: until the Cabinet of Ministers has amended the
resolution governing the program for financing of Interest Co-Payments, in a manner
satisfactory to the Bank to adopt a revised eligibility criteria for selection of MSME
Beneficiaries, including to improve targeting, based on evidence from the upgraded
monitoring and evaluation framework and evaluation of the program.

Source of data: EG’s Legal Department.

Verification entity: EG’s Project Management Team.

Minimum required contents: (i) amended resolution with improved eligibility criteria
(Resolution No 365 on approving the State Program Produce in Georgia and/or other
relevant resolution); (ii) explanation of rationale and evidence from M&E framework used
to propose amendments.

Verification procedures: Prior to the amendment of the resolution, EG will share the draft
amendments and their rationale with the World Bank to confirm they meet the requirements
of the PBC. EG’s Project Management Team will evaluate the proposed amendments to
ensure they improve the eligibility criteria of the program based on evidence from the
upgraded outcome-based M&E framework and the evaluation of the program. EG will
issue a letter confirming the resolution of the program has been amended, with the
supporting documentation.

Tentative timeline: 2023

PBCs to Strengthen the PCG Program (PBC 3)

The following PBCs apply to subcomponent 1.3:

Awareness Campaign and Risk Monitoring (EUR 3.4 million)

Value: EUR 2.8 million

Description of condition to be verified: until Enterprise Georgia has adopted measures
satisfactory to the Bank, to engage with Selected PFlIs, including by: (i) designing and
commencing a public awareness campaign, satisfactory to the Bank, to raise awareness
regarding the Credit Guarantees Scheme, and (ii) introducing a risk monitoring system,
satisfactory to the Bank, to collect information from Selected PFIs regarding, inter alia,
profile of Selected MSME Firms and Selected SME Loans, financial performance of such
Selected SME Loans and overall portfolio, especially percentage of non-performing loans,
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and financial performance of the Selected PFIs.

e Source of data: EG’s Entreprencurship Department.

e Verification entity: EG’s Project Management Team.

e Minimum required contents: for the public awareness campaign: (i) design public
awareness campaign with PFIs, including targeted audience, content, and dissemination
strategy; and (ii) evidence of commencing of awareness campaign (communication
materials and training sessions, as well as feedback from PFIs); for risk monitoring system:
(i) introduction of risk monitoring system to collect information from PFIs which allows
the collection of data on profile of beneficiaries, financial performance of loans and overall
portfolio, and financial performance of PFIs. The risk monitoring system should allow the
active monitoring of guarantee approvals, default rates of guaranteed and non-guaranteed
portfolio, concentration limits, and other relevant information of PFls.

e Verification procedures: Prior to the beginning of the evaluation, EG’s Project
Management Team will share the design of the public awareness campaign with the World
Bank to confirm the requirements of the PBC are reflected in the proposal. EG’s Project
Management Team will review campaign materials and confirm the launch of the
campaign. EG will confirm that risk monitoring system has been introduced and it allows
the collection of data described above. EG will issue a letter confirming the launch of the
campaign and introduction of the risk monitoring system, with the supporting
documentation.

Amendments of the Program (EUR 3.7 million)

e Value: EUR 3.7 million

e Description of condition to be verified: until Enterprise Georgia has amended all PCG
Participation Agreements in a manner satisfactory to the Bank, to specify that Enterprise
Georgia has the right to impose sanctions on Selected PFls, invoke remedies against such
Selected PFls, and terminate such PCG Participation Agreements based on the financial
performance of such Selected PFIs, and as further elaborated in the POM.

e Source of data: EG’s Legal Department and Entrepreneurship Department.

e Verification entity: EG’s Project Management Team.

e Minimum required contents: (i) the draft PCG Participation Agreements, with a
dedicated section to sanctions, remedies and termination rights based on asset quality
indicators and business practices of PFIs. The contents of this section will be further
developed in future version of the POM, prior to the negotiation of contracts. The regime
will define specific thresholds which will be mapped to a layered system of sanctions,
which would range from initial warnings, request of corrective plan on the EG portfolio,
temporary EG program suspension, and exit from the EG program.

e Verification procedures: Prior to the amendment of the resolution, EG will share the draft
amendments and their rationale with the World Bank to confirm they meet the requirements
of the PBC. EG’s Project Management Team will review the PCG Participation
Agreements to ensure that the revised regiment of sanctions, remedies and termination
rights are in line with the POM and to ensure that PFI’s compliance with these requirements
can be monitored over time. EG will issue a letter confirming that the agreements have
been amended, with the supporting documentation.

e Tentative timeline: 2023
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Financial Modelling (EUR 4.1 million)

e Value: EUR 4.1 million

e Description of condition to be verified: until Enterprise Georgia has adopted a financial
modelling tool satisfactory to the Bank, to monitor the Credit Guarantees Scheme’s
financial sustainability to inform any pricing changes for the program.

e Source of data: EG’s Entrepreneurship Department.

e Verification entity: EG’s Project Management Team.

e Minimum required contents: (i) description of the proposed financial modelling tool,
including its functioning and features, inputs (for example, initial capital, leverage, payroll,
guarantee coverage, guarantee fee, investment return), scenarios and assumptions, outputs
generated by the model; (ii) terms of reference for the assignment, if applicable; (iii) excel
sheet with financial modelling tool.

e Verification procedures: Prior to the development of the tool, EG’s Project Management
Team will share the description of the expected tool and, if applicable, terms of reference
with the World Bank to confirm the requirements of the PBC are met. EG’s Project
Management Team will evaluate the financial modelling tool against the proposal and
terms of reference. EG will issue a letter confirming the financial modelling tool had been
developed and it is adopted by EG, with the supporting documentation.

e Tentative timeline: 2024

12.  Monitoring and Evaluation

12.1. Project Reports

EG and the NBG will each oversee data collection and reporting on the Results Framework
separately and the World Bank will consolidate these inputs. Upon Effective Date, EG shall furnish
to the World Bank a Project Report twice a year, including indicators of the Results Framework,
not later than 60 days after the end of each calendar semester.

The implementation partners will provide EG with data on an ongoing basis related to grants, co-
financing of interest payments, and guarantee programs.

In the semiannual Project Reports, EG will assess progress on Project activities and the need for
any adjustments based on Results Framework data and feedback from stakeholders discussed
during the WBG implementation support missions. An analyst within EG will be responsible for
overseeing M&E for the Project, including data collection and reporting.

12.2. Personal Data Collection, Processing, and Storage

In order to carry out project activities under Component 1, EG will collect, process and store
Personal Data from beneficiaries across programs. For Subcomponent 1.1 (Grants), both EG and
Contractor Organizations collect, process and store Personal Data from applicants and
beneficiaries through EG’s software as well as onsite inspections and visits. Personal Data is stored
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in EG’s software. For Subcomponent 1.2 and 1.3 (Co-financing and Credit Guarantees), PFls and
EG collect, process and store Personal Data from beneficiaries through their own internal systems
and EG’s software.

In this context, the agreements and contracts signed between EG and their partners assisting in
project implementation, namely Contractor Organizations and PFIs, should include necessary
provisions in accordance with the 2012 Law of Georgia on Personal Data Protection.

In accordance to the Law and following the recommendations of the State Inspector Service, the
aforementioned agreements and contracts should include the terms and provisions listed below to
ensure that the parties involved agree on an appropriate standard when the collection, processing
and storing of Personal Data takes place between Project beneficiaries and EG.

1) The following definition of Personal Data: the term “Personal Data” means any information
relating to an identified or identifiable individual. An identifiable individual is one who can be
identified by reasonable means, directly or indirectly, by reference to an attribute or combination
of attributes within the data or combination of the data with other available information. Attributes
that can be used to identify an identifiable individual include, but are not limited to, name,
identification number, location data, online identifier, metadata, and factors specific to the
physical, physiological, genetic, mental, economic, cultural, or social identity of an individual.

2) A provision stating that the 2012 Law of Georgia on Personal Data Protection applies to any
Personal Data collected, processes, stored under the Project.

3) The following provision / article should be included in the agreements and contracts:
e Transmitted personal data should be processed only for the purposes for which they were
transferred. Processing of transmitted data for other purposes is allowed only with the prior

written consent of the data transmitter;

e Transfer of received personal data to a third party is allowed only with the prior written
consent of the original transmitter of the data. Received personal data is confidential;

e Upon request, recipient shall notify transferor about the results of using the personal data;

e A transferor must ensure that personal data is true, accurate and updated. If it is found that
the transmitted personal data is not genuine, accurate or up-to-date, the transmitter shall
immediately notify the recipient;

e Ifitturns out that transmitted personal data is not true, accurate or updated, or their transfer
was not permitted, recipient shall correct and update or delete personal data and recipients

shall immediately inform the data transmitter;

e The transferred personal data must be deleted / destroyed by the recipient after the basis
for the processing of personal data no longer exists and / or the purpose for which the data

64



was transferred is achieved. The data transmitter shall be informed about the deletion /
destruction of personal data;

e Therecipient of the personal data must take appropriate organizational and technical
measures to protect the security of the data in order to prevent the unauthorized access to
the data, their illegal alteration, destruction or editing. The data receiver must keep records
of the security measures taken, as well as the facts of receiving and transferring the data to
a third party;

e The data transmitter and receiver must record the personal data transmitted and received
and the actions taken against them;

e The recipient of the data should periodically review the material containing the received
personal data and if it turns out that there is no basis for processing the personal data and /
or the purpose for which the data was transferred has been achieved, should ensure their
deletion / destruction. Data transmission should be notified about data deletion /
destruction.

The definition of personal data and these provisions will be included in the Selection Contracts
with Contractor Organizations and participation agreements signed between EG and PFIs. In
additions, they will be included in any agreement signed between EG and a beneficiary of the
Project.

12.3. Citizen Engagement

The future versions of this POM will also detail citizen engagement mechanisms used during project
implementation. Citizen engagement mechanisms will build on existing practices for outreach and
engagement developed by EG, such as through information desks and officers within regional
public service halls, NGO staff, social media campaigns and paid promotions to its citizens to
inform and engage. It permanently disseminates updates and news to the public about weekly
activities. That includes program updates of different directions, newsletters, beneficiary success
stories and video storylines.

These goals are being achieved using digital platforms, such as Google Ads, YouTube, E-mail
Marketing platforms, Official Website, Facebook, Instagram, LinkedIn, and Twitter.

The success of EG's campaigns is summarized and adjusted to the interests and the needs of the
public. The Project design will explore options to strengthen two-way citizen engagement
mechanisms through digital means. It will also place additional attention on transparency
mechanisms in the use of funds and the inclusiveness of project benefits. In addition to the PBC
indicators, the Project will integrate a beneficiary feedback indicator to measure satisfaction with
the engagement process and/or overall transparency.

12.4. Monitoring & Evaluation Plan

EG, in collaboration with Syspons GmbH, commissioned by the GIZ’s “Clusters4Development”
project, is developing and piloting an impact assessment framework (IAF) of the programs
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implemented by EG. The main objective of this assignment is to strengthen the institutional
capacities of EG, revise existing impact assessment practices and develop and implement a
standardized impact assessment framework for its services and programs with suitable instruments
and modalities.

In the first steps of the assignment, Syspons — in collaboration with the local consultant— has been
developing the foundation of the impact assessment framework by conducting an M&E capacity
assessment of EG as well as by developing Theory of Changes (ToCs) for the three operational
departments — business development, export and invest — of the agency. To assess effectiveness
and impact of the departments and programs of EG, the various activities, outputs, outcomes and
impacts have been defined within the ToCs as indicators. The specification of indicators for the
IAF of EG is subject to the indicator catalogue. The indicators have been identified and selected
to complement EG’s M&E plan for the Project and will be disaggregated by firm size, gender and
contribution to green & climate financing. Program piloting is scheduled by end of 2021.
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Monitoring & Evaluation Plan: PDO Indicators

Indicator Name

Volume of financial
support provided to
MSMEs affected by
the pandemic (GEL
million)

Survivorship ratio:
ratio of inactive
enterprises to total
beneficiaries of
Enterprise Georgia,
divided by ratio of

inactive enterprises to
total active enterprises

in the economy
Revenue multiplier:
ratio of revenue-
weighted average
annual change in
MSME revenue of
Project beneficiaries,

divided by the average

change of revenue in

their respective sector

Definition/Description

Volume of financial support provided to
MSMEs affected by the pandemic (cumulative,
in GEL million). Volume of financial support is
the sum of: (i) grants; (ii) co-financing of
interest payments; and (ii) volume of approved
guarantees supported by the Project

Survivorship ratio: ratio of inactive enterprises
to total beneficiaries of Enterprise Georgia,
divided by ratio of inactive enterprises to total
active enterprises in the economy

Ratio of revenue-weighted average annual
change in MSME revenue of Project
beneficiaries, divided by the average change of
revenue in their respective sector.

Frequency Data Source

Semi-
annual

Annual

Annual
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Project
reports
produced by
EG and
partners

Project
reports
produced by
EG and
partners and
GEOSTAT
business
statistics data

Project
reports
produced by
EG and
partners and
GEOSTAT
business
statistics data

Methodology for
Data Collection

Analysis of
beneficiaries' data

Analysis of
beneficiaries' data
and review of
publicly available
data by GEOSTAT

Analysis of
beneficiaries' data
and review of
publicly available
data by GEOSTAT

Responsibility
for Data
Collection

EG

EG

EG



Establishment of a
upgraded movable
collateral registry

Establishment of an upgraded movable collateral

registry.

Monitoring & Evaluation Plan: Intermediate Results Indicators

Indicator Name

Number of MSMEs
supported by grants
under the Project

Volume of grants
disbursed to MSMEs
under the Project (GEL
million)

Number of enterprises
supported by co-
financing of interest
payments under the
Project

Volume of loans
supported by co-
financing under the
Project (GEL million)

Number of guarantees
issued under the
Project

Definition/Description

Number of enterprises supported by Enterprise
Georgia's Micro and Small Entrepreneurship
Support Program (cumulative).

Volume of grants disbursed under Enterprise
Georgia's Micro and Small Entrepreneurship
Support Program (cumulative, in GEL)

Annual

Frequency

Semi-
annual

Semi-
annual

Number of enterprises supported by co-financing

of interest payments provided by Enterprise
Georgia's Produce in Georgia program
(industrial component) (cumulative)

Volume of loans in GEL supported by co-
financing of interest payments provided by
Enterprise Georgia's Produce in Georgia
program (industrial component) with support of
the Project (cumulative, GEL million)

Number of guarantees approved by Enterprise
Georgia (annual).

Semi-
annual

Semi-
annual

Semi-
annual
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MOESD

Data Source

EG

EG

EG

EG

EG

Launch of the
upgraded registry
and analysis of
movable collaterals
registered

Methodology for
Data Collection

Analysis of
beneficiaries' data

Analysis of
beneficiaries' data

Analysis fo
beneficiaries' data

Analysis of PFIs'
portfolio data

Analysis of PFIs'
portfolio data

MOESD

Responsibility
for Data
Collection

EG and partner
NGOs

EG and partner
NGOs

EG and PFls

EG and PFls

EG and PFls



Volume of loans
guaranteed with
support of the Project
(GEL million)

NPL ratio of co-
financing of interest
payments program (%)

NPL ratio of the partial
credit guarantee
program (%)

Number of MSMEs
receiving training
and/or technical
assistance for digital
transformation and/or
COVID-proofing

Share of volume of
financial support under
the Project channeled
to investments in the
green economy and
climate financing (%)

Volume of loans supported by the guarantee
mechanism provided by Enterprise Georgia in
GEL (annual).

Semi-
annual

Percentage of NPLs in the portfolio of loans that
received co-financing of interest payments. Semi-
NPLs as reported by PFls according to NBG annual
prudential definition.

Percentage of NPLs in the portfolio of loans that
partial credit guarantees. NPLs as reported by
PFls according to NBG prudential definition

Semi-
annual

Number of MSMES receiving training and/or
technical assistance for digital transformation Annual
and/or COVID-proofing (cumulative)

Share of volume of financial support under the
Project that is channeled to investments in the
green economy and climate financing
(mitigation and/or adaption measures) (%)
Adaptation measures might include investments
that reduce MSMEs’ exposure to climate change
related risks or recover from damages incurred
by impacts of climate change. Mitigation
measures include investments that reduce,
capture, or sequester GHG emissions (renewable
energy, energy audit, energy efficiency,
sustainable forest management, climate-smart
agriculture, waste management).

Semi-
annual
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Semi-annual

EG

Analysis of PFIs'
portfolio data

Analysis of PFI's
portfolio data

Analysis of PFIs'
data

Analysis of
beneficiaries' data

Analysis of PFIs'
portfolio data

EG and PFls

EG and PFls

EG and PFls

EG and partners

EG and PFls



EG Citizen
Engagement: share of
MSMEs reporting that
programs reflected
their needs (%)

Institutional actions to
strengthen the grants
program

Institutional actions to
strengthen the co-
financing of interest
payments program

Share of MSME beneficiaries reporting that
programs reflected their needs. Based on survey
of all beneficiaries supported under the
Component 1 of the Project, to be conducted by
EG before project midterm, in coordination with
World Bank.

Institutional actions to strengthen the grants
program program include: (1) the adoption of a
robust M&E framework, which improves the
methodology for monitoring the impact of the
program on MSME beneficiaries, including by
improving data collection about beneficiaries
and incorporating outcome-based indicators to
support evidence-based programming; (2) the
amendments of the resolution governing the
program to reflect improvements, especially
with regard to eligibility criteria for MSMEs,
based on emerging evidence from the upgraded
M&E framework and as detailed in the POM;
and (3) launch of a pilot graduation scheme to
provide institutional support to selected high-
performance beneficiaries in applying for
commercial financing, including by connecting
them with financial institutions and assist them
to apply for other avenues of financing, as
elaborated in the POM.

Institutional actions to strengthen the co-
financing of interest payments program include:
(2) the adoption of a robust M&E framework,
which improves the methodology for monitoring
the impact of the program, including in terms of
financial and economic performance of
beneficiaries, repayment of financial obligations,

Project
mid-term

Semi-
annual

annual
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EG/
summary of
survey

EG

Survey of
beneficiaries

Analysis of EG's
documentation and
systems

Analysis of EG's
documentation and
systems

EG

EG

EG



Institutional actions to
strengthen the partial
credit guarantees
program

Introduction of a
managerial skills
program

including by improving data-sharing between
EG and PFlIs and incorporating an outcomes-
based approach; (2) the completion of an
evaluation of the co-financing program based on
data of beneficiaries, loans and other relevant
metrics, to assess the program’s functionality,
efficiency, and effectiveness against its intended
goals; (3) the amendments of the resolution
governing the program to reflect improvements,
including with regard to targeting and eligibility
criteria, based on emerging evidence from the
upgraded M&E framework and as detailed in the
POM.

Institutional actions to strengthen the partial

credit guarantee programs include: (1)

introduction of measures to engage with PFIs,

including the launch of an information and

awareness campaign among PFls, as well as the

introduction of a risk monitoring system to

improve data collection from PFIs regarding

their financial performance, profile of .
L . ! Semi-

beneficiaries, and financial performance of loans annual EG

and overall portfolio; (2) amendment of the

participation agreements signed with PFIs to

specify that EG can impose sanctions, remedies,

and termination on PFIs based on financial

performance requirements, as detailed in the

POM; (4) adoption of a financial modelling tool

to monitor the financial sustainability of the

scheme and inform pricing changes.

The introduction of a new managerial S
capabilities program includes the development S EG
of the design of the program, preparation and
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Analysis of EG's
documentation and
systems,
participation
agreements, and
financial model

Analysis of EG's
documentation and
systems

EG

EG



Share of financial
resources (grants, co-
financing, guarantees)
under the Project
channeled to women-
inclusive firms

Volume of retail
transactions recorded
in the IPS

Share of instant
payment transactions
(%)

Establishment of a
functional KYC
registry

presentation of concept paper to MOESD and
MOF, if applicable, including economic
justification grounded on evidence collected
from stakeholders consultation, incorporation of
design and implementation arrangements in
relevant regulation, and adoption of a M&E
framework for implementation.

Share of financial resources (grants, co-
financing, guarantees) under the Project
channeled to women-inclusive firms.

Women-inclusive firms are defined as: (i) owned

by women (i.e., with at least one female

shareholder with a properly documented

representative and managing powers); or, (ii) S

managed by women (i.e., with at least one EG
. . annual

female chief-level (c-level) manager or with at

least 25 percent female representation in mid-

level management); or, (iii) employing a ratio of

women that is higher than the average ratio

observed in the respective sector; or, (iv) has

increased the share of women employment by at

least 5 percent in the previous year.

Volume of retail transactions recorded in the IPS
(annual, in USD)

Number of instant payments transactions divided
by the total number of non-cash retail payment
transactions (%).

Establishment of a KYC registry Annual
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Annual NBG

Annual NBG

MOESD

Review of data
collected

from NGOs and
PFls

Analysis of NBG
reports on non-cash
payments

Analysis of NBG's
reports on non-cash
payment
transactions

Verification of
KYC registry

EG

NBG

NBG

MOESD/EG



Approval of

amendments to legal ~ Proposed amendments to the legal framework
framework for secured for secured transactions are approved.
transactions

Establishment of a
working group for
KYC Registry

Establishment of a working group formed by
MOESD, MOJ and other stakeholders.

Preparation of
technical specifications
for the modernization
of the collateral
registry

Preparation of technical specifications for the
modernization of the collateral registry
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Annual

Semi-
annual

Semi-
annual

MOESD

MOESD

MOESD

Review of amended MOESD
relevant legislation

Formal
confirmation of
establishment of
working group by
MOESD

MOESD

Review of technical MOESD
specifications



13. Procurement

13.1. Overview
Procurement Procedure

Procurement under the Project will be carried out in accordance with the World Bank’s
Procurement Regulations for IPF Borrowers, Procurement in Investment Project Financing,
Goods, Works, Non-Consulting and Consulting Services (Fourth Edition, November 2020) and
respective standard procurement documents as available online and as updated. The applicable
procurement procedures, along with the thresholds for Bank review, are described below and same
reflected in Procurement Plan (see Annex 1).

The project will be subject to the World Bank’s Anti-Corruption Guidelines, dated October 15,
2006 (revised in January 2011 and as of July 1, 2016).

Procurement Implementation Arrangements

EG will be responsible for all procurements to be conducted under the Component 1, as well as
subcomponents 2.2 and 2.3 that will be undertaken together with other MOESD staff outside EG.
EG will have separate procurement plans in STEP based on the above activities and will update
the procurement plan in STEP individually as and when required.

Procurement Management

EG will maintain complete records for each activity, including but not limited to reparation of the
TORs, Technical Specifications, Bill of Quantities, bidding documents, advertisements, bids
received, bid evaluations, no objections obtained from the Bank, letters of acceptance, contract
agreements, bid security, advance payment guarantee, performance security, photocopies of
invoices and payments and related correspondence, etc. Contract award information will be
promptly recorded, and contract rosters maintained. Vast majority of tenders will be conducted
through e-procurement system, therefore EG will maintain complete track of all necessary
documentation, which will be securely stored on e-procurement system.

Systematic Tracking of Exchange in Procurement (STEP)

All procurement transactions for post and prior contract review under the project will be recorded
in or processed through STEP. This tool will be used to manage the exchange of information, such
as bidding documents, bid evaluation reports, no-objections, etc., between the implementing
entities and the Bank. Both PIEs will have the same platform in STEP. However, EG will have
access to its own procurement plan based on the above activities to oversee procurement under
their respective components and activities and will update the procurement plan in STEP
individually as and when required.

Procurement Capacity

EG has experience with procurement under the state budget financed projects. As the current
Project will fall under the World Bank’s Procurement Regulations for IPF Borrowers (Forth
Edition, November 2020), it will be essential to provide sufficient training for the procurement
team. A dedicated analyst could be hired to support the project, if needed.
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Annual Procurement Plan

The Procurement Plan shall include: (i) a brief description of the activities/contracts; (ii) the
selection methods to be applied; (ii1) cost estimates; (iv) time schedules; (v) the Bank’s review
requirements; (vi) the applicable procurement documents and (vii) any other relevant procurement
information. Annex 1 includes the current procurement plan, which will be finalized alongside the
next version of this POM. The PP will be updated in agreement with the Project Team as required
to reflect the actual project implementation needs. EG shall submit to the Bank, for its review and
approval, any updates of the Procurement Plan. The basis and justification for updates to the
Procurement Plan shall be documented in the PPSD.

Major Procurements and Market Assessment

A description of major activities to be implemented by EG will be included in future versions of
this POM, with indication of estimated amount, specificity of activity, local market capacity,
interest of international companies considering the COVID-19 pandemic.

Procurement Risk Mitigation Measures

Procurement risk mitigation measures include: (i) Hiring of a full-time, experienced procurement
consultant throughout the project life; (ii) Use of Government electronic procurement (e-GP)
portal for all works and goods procurement and attend training on use of e-GP portal; (iii) Provide
customized procurement training on Procurement Regulations and STEP; (iv) Submission of a
monthly contract monitoring report mentioning both physical & financial progress and other key
implementation issues; and (v) Introduction of the Procurement Plan details for all Civil Works
and Goods (if any) line items (i.e. detailed description, updated estimated cost, procurement
method, Bank’s review method and dates) prior to start of any procurement activity.

Review by the World Bank

Prior review of contracts is determined based on the Procurement risk of the project and agreed to
in the procurement plan. The World Bank will conduct periodic procurement post reviews on a
sample basis. Procurement decisions that are subject to the Prior Review by the Bank will be
presented in the Procurement Plan, as per the approved World Bank threshold.

Procurement Methods Thresholds

Procurement will be carried out through the following procurement methods presented below and
as prescribed in the LA:

e Competitive Procurement with International market approach will be used for procurement
of the Civil Works estimated > US$10 mil. equivalent and goods estimated to >US$1 mil.
equivalent.

e Competitive Procurement with National market approach will be used for procurement of
the Civil works estimated at <US$10 mil. equivalent and goods estimated to <US$1 mil.
equivalent

e Shopping will be used for procurement of the Civil works estimated to <US$0.2 mil.
equivalent and goods estimated to <US$0.1 mil. equivalent

e Direct Selection method may be used for procurement of Goods, Works and Non-
consulting services.
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e National Consultants selection will be used for procurement of Consulting Services
estimated to <US$0.3 mil.

Procurement Methods to be Followed
I. Goods, Works and Non-Consulting Services

(1) Request for Proposals (RFP)
(ii) Request for Bids (RFB)
(iii) Request for Quotations (RFQ); and
(iv) Direct Selection.
I1. Consulting Services
(1) Quality and Cost-Based Selection (QCBS);
(i) Fixed Budget-Based Selection (FBS);
(iii) List Cost-Based Selection (LCS);
(iv) Quality-Based Selection (QBS);
(v) Consultant’s Qualification Based Selection (CQS)
(vi) Individual Consultants (IC); and
(vii) Direct Selection.

All TORs for the procurement of consultants’ services regardless of the estimated cost of the
assignment shall be reviewed and cleared by the World Bank.

Operating expenditures

They are neither subject to the Procurement Regulations nor prior or post reviews. Operating
expenditures are normally verified by the World Bank and obtained using the Borrower’s national
procurement and administrative procedures.

Implementation Supervision

EG will carry out the supervision of all aspects of the implementation of contracts procured under the
Component 1, as well as subcomponents 2.2 and 2.3.

Tender Commission/Evaluation Committee and bid evaluation

Evaluation is conducted by permanent members of Tender Commission and assisted by the
procurement division. The composition of the Tender Commission shall be determined through the EG
internal regulations. Tender Commission shall be comprised of odd number of voting members. The
Tender Commission members should attend all meetings. Any absence must be recorded and explained
in the Evaluation Report. All voting members of the Tender Commission have equal voting rights.
Tender Commission takes decisions by simple majority of votes.
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Prior to beginning of the evaluation process, each member of the Tender Commission shall complete
and sign declaration of Impartiality and Confidentiality (See Annex 2. Declaration of Impartiality and
Confidentiality). The members of the Tender Commission shall: i) act fairly, impartially and with
integrity; ii) be accountable and transparent; iii) act lawfully; iv) identify, declare and manage conflicts
of interest; v) take care to secure commercially sensitive and confidential information; vi) have no
contact with bidders/proposers for the duration of the Procurement Process.

Publication of contract awards

EG shall meet the requirements of Paragraphs 5.93 to 5.95 (Contract Award Notice) of “The World
Bank Procurement Regulations for IPF Borrowers, Procurement in investment project financing,
Goods, Works, Non-Consulting and Consulting Services (Forth Edition, November 2020).

Complaint handling

Complaint handling will be performed in as described in Paragraphs 3.27 to 3.32 and Annex llI,
Procurement-related Complaints of Procurement Regulations of “The World Bank Procurement
Regulations for IPF Borrowers, Procurement in investment project financing, Goods, Works, Non-
Consulting and Consulting Services (Forth Edition, November 2020), which clearly outline for all
procurement stages responsibilities and timelines for complaint handling, including complaints
submitted during the standstill period.

Quality assurance in procurement

EG shall pay particular attention to better contract packaging and procurement planning, which will
help to reduce the workload step-by-step. Step by step procurement responsibility is provided in tables
in Annex 2 below.
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14. Financial Management and Disbursements

Funds Flow

EG will open a designated account (DA) at the Treasury Account of the MOF held at NBG on
terms and conditions acceptable to the World Bank. The DA will receive funds denominated in
Euro. EG will also open project accounts in local currency, to which funds can be transferred to
make payments in local currency, including any project operating costs. Throughout
implementation, Project funds will be maintained at the DA and their respective project local
currency accounts. These funds will not be pooled with other funds.

The loan will be disbursed through World Bank’s standard disbursement methods, which include:
(a) advances to the DA using Statements of Expenditures (SOEs); (b) payments against Special
Commitments; (c) reimbursement of eligible expenditures; and (d) direct payments. The project
will be required to adopt e-disbursements, and the minimum value of applications as well the
frequency of the reporting of the SOEs will be specified in the Disbursement and Financial
Information Letter.

International Bank of
Reconstruction and Development
(World Bank) (in EUR)

A
Ministry of Finance
(in EUR)
A 4 A A 4 A 4
Reimbursement, direct Enterprise Georgia National Bank of Georgia Reimbursement, direct
payment and special —> Advances Designated Advances Designated < payment and special
commitments Account A (DA-A) (in EUR) Account B (DA-B) (in EUR) commitments
l I
o | Enterprise Georgia Project Natlona! Bank of Georgia Goods, services and
< Account (in GEL) Project Account works (in EUR)
(in GEL)
| A
v v v y y
Goods, services, Interest rate Grants Guarantees X
X R Goods, services and works
works and payments (in GEL) (in GEL) (in GEL)
operating costs (in GEL) [PFIs]
(in GEL) [PFIs]

The future versions of the POM will include description of processes, procedures, and documents.
DA Ceilings, minimum value applications. EG DA details.

Internal Controls

The future versions of this POM will include an explanation of the internal control arrangements
including:

a) Control environment — organizational structure and procedures for ensuring the financial
management arrangements are adequate,
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b) Risk assessment — identification and mitigation of risks to financial control, flow of funds,
accounting information and reporting,

c) Control activities — controls imposed to address risks

d) Information and communications — arrangements for communications between financial staff,
project staff, management, the Bank and other key people, e.g. auditors

e) Monitoring and review — procedures for monitoring and review of financial management and
control arrangements

Accounting Policies

The future versions of this POM will include information on accounting policies relating to the
project and any significant matters relating to accounting policies of EG.

Accounting and financial administration details

The future versions of this POM will include operational details for each stage of the accounting
and reporting processes, such as:

a) Records management — arrangements for creating and maintaining financial records that
underpin accounting data and reports

b) Accounting system — details of the system and software used, including purchase details,
warranties, maintenance agreement, procedures relating to use of the software

c) Chart of accounts — explanation of the structure and format of the chart and how it relates to
disbursement categories and reporting requirements

d) Transaction processing controls — details of the procedures that must be followed before and
after entering transactions into the accounting systems

e) Processing schedules — for backup of accounting records, maintenance of data, reconciliation of
bank statements and accounting records and disbursement records, key dates, and responsibilities
Financial Reporting

EG and NBG will each be responsible for submission of quarterly unaudited interim financial
reports (IFRs) and will coordinate to jointly submit audited annual project financial statements to
the World Bank. EG and NBG will each produce a full set of IFRs every calendar quarter and
submit to the Bank within 45 days after the end of each calendar quarter. These will then be
consolidated by the World Bank. The format of IFRs has been agreed during the FM assessment
and includes (a) Project Sources and Uses of Funds; (b) Uses of Funds by Project Activities; (c)
Designated Account Statements; (d) Disbursement Summary; and (e) a Statement of Expenditure
and Withdrawal Schedule.

The Interim Financial Reports which are designed to help keep track of progress in using the
financial resources available to implement the project, linking money spent with physical progress
of the project, i.e.:
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Financial Statements — These will provide information on the sources and uses of funds by
expenditure category and by project activity, detailed expenditure summaries both for the current
period and cumulatively, and reconciliation of the Designated Account. The Accountant will input
data in time, while the Financial Manager shall check the correctness of reports.

All reports on financial situation of the project shall be approved and signed by the Financial
Manager and the Project Manager.

The future versions of this POM will include any other reporting requirements to the
Treasury/Ministry of Finance, tax authorities, other government agencies and internal reports. This
could include the format and required content of reports, timing and addresses for reporting.
Procedures, timing and responsibilities for producing reports from the accounting system could be
included.

Auditing Arrangements

The annual audited project financial statements together with the auditor’s opinion and the
management letter will be provided to the World Bank within six months after the end of each
fiscal year and at the closing of the project.

The audit of the Project’s financial statements will be conducted: (a) The NBG (National Bank of
Georgia) will be responsible for appointment of an independent auditor for the Project with the terms
of reference and qualifications acceptable to the Bank; and (b) according to the International
Standards on Auditing issued by the International Auditing and Assurance Standards Board of the
International Federation of Accountants. NBG can use their regular auditor to audit their portion
of the project provided that the procurement and terms of reference of this are acceptable to the
World Bank. NBG will be responsible for the appointment of the EG project’s auditor and the
financial audit may be financed from the loan proceeds. EG and NBG will then need to coordinate
with the selected auditor for the final annual audit of the project. NBG and EG will publicly
disclose audit reports on their websites within one month after receiving them from the auditor.
After formally receiving the joint audit reports from EG and NBG, the World Bank will make
publicly available audited project financial statements in accordance with the World Bank Policy
on Access to Information.

Contract Management

The future versions of this POM will specify roles and responsibilities of staff in accepting goods
and services, quality checks and procedures in the case if received goods and services fail quality
checks, general payments terms and requirements (e.g.: local contracts can be paid only in GEL).

Staffing

The future versions of this POM will include information on duties and responsibilities for
financial management staff.

Disbursement Arrangements
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Disbursements may be made after the Withdrawal Application form has been approved. All
disbursements from the General Fund and any disbursement from the Credit Guarantee Fund
require two signatures. ‘“Report-Based Disbursement” procedures - using Interim Financial
Reports (IFR) - submitted to the Bank on a quarterly basis or as required within 45 days after the
end of reporting period.

All Withdrawal Applications must include appropriate supporting documentation (certified
supplier invoices, purchase orders, requisition orders, or guarantee purchase requests from
lenders). Payment Vouchers should be attached to the relevant supporting documentation. In
addition, before payment, all invoices must be approved by the CFO to ensure that payments are
not duplicated and that funds are available. The accounting system should be set up to prevent
duplication of payments. The Investment System should be set up to prevent investment of too
many dollars in one issue.

All original records of receipts and payments, including invoices, cheques, debit advices, credit
advices, and bank reconciliation statements are maintained and filed. Authorization letters and
purchase orders must be properly filed.

BUDGET PLANNING AND DEVELOPMENT

Long, medium, and short-term planning are primary elements in financial management. Long and
medium-term plans are usually referred to as corporate planning and require different planning
approaches, often characterized by “rolling program” techniques, or “indicative planning only”,
compared to the short-term budgeting and budgetary control procedures, which are normally based
on annual plans.

Development of Annual Plan/Project Budget

Annual plans (work plans and procurement plans) are prepared as the basis for developing a
budget. The annual work/procurement plan and budget set the expenditure allocations of the
project components for the year. Before the budget is finalized, however, it should be submitted
to the World Bank for review and no objection. The approved budget should form the basis of
spending project resources in the following fiscal year.

The Project Budget Planning

Estimated costs (Budget) for the Project is prepared based on the following cost items related to
the project management: (a) calculated salaries of the project key and support staff according to
the staff schedule approved (b) operational expenditures for providing of the project current
activity; and (c) procurement of equipment.

Quarter Planning

Quarter planning of the project budget is carried out by distribution of the annual budget by
quarters according to the working plans data and procurement, which should developed by the
Financial Manager in coordination with the Project Manager and the Procurement Specialist.
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Annual budget summary tables with breakdown by quarters in accordance with the financial
reporting forms are made in the middle of a previous year by the Financial Manager and the Project
Manager.

Project Management Costs

Costs of the project are fixed by estimated cost as described above and annual project budget. The
costs include the following categories:

Staff salaries, including income tax

In accordance with the local legislation the employer is obliged to pay income tax of employees.

Local transport and maintenance costs

Local transport and maintenance costs include costs for fuel, repair and parking payment and other
types of permissions related to transport, including rent of vehicles. Transport costs are covered
from the budget of the project.

Costs for official travel within Georgia

Costs for travel are covered from the budget according to internal regulations and in line with
Georgia Tax Code and Legislation. It envisages reimbursable of expenditures for accommodation,
per diem and transport costs to the point of destination and back.

Communication costs

Office telephones and e-mail connections are covered from project budgets. Costs for mobile
phones of the project manager and the rest staff may be covered in line with internal regulations.

Office materials

Costs of office materials are charged according to project needs & budget.

Cash operations

No cash operations are envisaged under the Grant.
Salaries

Salaries of the project consultants and staff are paid at the end of each month in GEL according to
the amounts stipulated in the contracts.

Based on the contract and working time sheet prepared by the staff and approved by the Project
Manager the Accountant is to prepare a payroll list no later than 30th of each month. The payroll
list is to be checked and initialed by the Finance Manager before being approved/signed by Project
Manager.
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Advances for mission/field trips costs

Staff proceeding on official mission receives advances for costs according to the costs estimation
for transport, subsistence and accommodation. These estimates may not exceed the official limits,
which are established by the internal regulations. The Accountant must register all advances to
staff for mission costs in the advance account of the staff member concerned. Advances for mission
costs are made on the basis of a memo signed by project manager and the Financial Manager. Staff
members who receive advances for business trips must submit a report within five days of
completing the business trip, together with any supporting documents, to the Accountant.

Responsibilities of the Accountant

The accountant will make all approved advance payments to staff or other approved expenditures.
Will make double entries in the accounting software. The work of the accountant will be subject
to close supervision by the financial manager, who will check all transactions made by the
accountant.

Conformity with grant agreements and budget appropriations

Before effecting payments, the Financial Manager must be assured that

o sufficient funds for the category of payment have been budgeted under the appropriate
sources of financing;

e the payment is permissible under the rules of the applicable Grant Agreement;
e sufficient cash resources for each source of funding are available.

Filing and Record Keeping

A record is created for each financial transaction e.g. suppliers’ invoices, copies of contracts, bank
statements or orders for payment or for goods, etc. Records must be preserved and classified for
easy access because they provide the paper trail on which the accounting system is based. Records
must be stored and classified in order to ensure the fast access, because they provide a documentary
proof, on which the accounting system is based. Copies of each fulfilled contract under the project
must be placed into the safe, and security of documents should be satisfactory. Financial Manager
and Disbursement Specialist must ensure accuracy of saving information on accounting and
procurement, including the safety of original documents supporting project expenses, and ensure
that auditors, authorized representatives of financing agencies and the other persons, access for
which can be provided by the Financial Manager will have the access to this information.

Expenditures for procurement of equipment

Procurement of equipment and services

The Administration & Procurement Officer provides support during the process of procurement of
equipment and contracts conclusion. This manual is not aimed at describing the World Bank
procurement procedures/guidelines, for that there is the Special Procurement Handbook developed
by the World Bank, to which reference should be made. Procured equipment and services are to
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be budgeted by the projects for the current. Procurement of extra equipment is made only upon the
agreement with the World Bank based on a revised procurement plan and budget.

Payment of contracts for equipment and services

In order to make payment on contracts for equipment or services the Administration &
Procurement Officer should confirm that: (1) payment is made according to the terms of contract;
(2) absence of circumstances that may prevent the payment; (3) supplier carried out his obligations
by the contract and submitted all necessary supporting documents, including acceptance
certificates from final recipients; (4) in case of consulting services, presence of approval from the
Coordinator of a consultant, and in the case of goods confirmation by the recipient of the goods as
to quantity and quality. The term for review of an invoice and supporting documentation is two
working days.

Software used for Projects Accounting

Use of ORIS Accounting Software

The Project uses ORIS Accounting Software for accounting.

Limitation of access

All changes and input of data into the file is made only by financial personnel, knowing the
permission password (e.g. cannot delete posted transactions, controlled access, password
protection).

Security includes also back up and system maintenance procedures i.e. Accountant is responsible
for making a backup copy (to CD or external storage) of software data on monthly basis. This
requirement is applied to procurement and other relevant files or issues of the Project.

Preparation of Financial Statements

For the Project financial statements will be produced directly from the ORIS accounting system
that will generate monthly expenditure reports and trial balances. Broad steps for the preparation
of the financial statements include:

a. Finalize trial balance for the end of the financial period/year concerned (ensuring
reconciliation and consistency of records).

b. ldentify the required format for the financial statements.

c. Review reporting requirements for any further disclosure of supplementary
information.

d. Prepare and reconcile the financial statements based on the trial balance and other
information sources.
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Annex 1. PROCURMENT PLAN (as of November 2, 2021)

Description

Procurement of contractor organizations

Procurement
Type
Consulting

2021-

Procurement
Approach

National -

PR/POST

Cost (Estimate
Million GEL)

Cost
(Estimate
Million €)

! for administering the grants annually Al EG Services 2025 Open Post 11,010,000 3,000,000
Consulting .
Procurement of Know-Your-Customer MOESD | services/Non- National 5§
2 ; B.2 - 2023 | International Prior 15,781,000 4,300,000
Registry /| EG consulting ~ Open
services P
Consulting .
Procurement of Software solution for MOESD | services/Non- National or
3 . B.3 . 2023 | International Post 2,569,000 700,000
collateral registry /EG consulting ~ Open
services P
Technical assistance for improvements in
the legal and regulatory framework for MOESD | Consulting National —
4 secured lending, including the drafting of B /EG Services Razs Open Post 2,202,000 600,000
legal amendments
Technical assistance for modernization of
the collateral registry, including the . :
5 | preparation of technical specifications of B.3 MOESD Consu}tmg 2024 National- Post 367,000 100,000
. . [ EG Services Open
the online registry and procurement of a
customized software solution
Capacity building for users of the collateral MOESD | Consultin National or
6 pacity 9 B.3 M9 1 2024 | International Post 1,101,000 300,000
registry [ EG Services _ Open
Institutional strengthening activities,
7 including individual consultancies (to
supplement EG work and WB supervision
support)
. . - Consulting | 2021- National —
7.1 | Financial Specialist C EG Services 2025 Open Post 330,300 90,000
7.2 | Procurement Specialist C EG Consulting | 2021- | National - Post 440,400 120,000
Services 2025 Open
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7.3 | Environmental Specialist C EG Consu_ltlng 2021- National - Post 440,400 120,000
Services 2025 Open
. - Consulting | 2021- | National —
7.4 | Social Specialist C EG Services 2025 Open Post 440,400 120,000
Consulting | 2021- National —
7.5 | Lawyer C EG Services 2025 Open Post 220,200 60,000
L . Consulting | 2021- National —
7.6 | Monitoring Specialist C EG Services 2025 Open Post 220,200 60,000
Consulting | 2021- National —
7.7 | Employees of Growth Hubs (12) A4 EG Services 2025 Open Post 1,321,200 360,000
Consulting | 2021- National or
8 | Monitoring and Audit Expenses C EG Services 2025 Intirgagé?]nal Post 1,835,000 500,000
9 | Operating and Program Management Costs
9.1 | Development and delivery of training A4 EG N/A 22%2215 N/A N/A 1,835,000 500,000
9.2 Deyelopment and delivery of managerial and A4 EG N/A 2021- N/A N/A 3,670,000 1,000,000
digital skills program 2025
9.3 | TA to MSMEs A4 | EG nA |2 N/A N/A 6,752,800 1,840,000
9.4 Development of a marketplace of local Al EG N/A 2021- N/A N/A 1,101,000 300,000
consultants 2025
Office rent, renovation, furniture and IT 2021-
9.5 appliances for Growth hubs A4 EG N/A 2025 N/A N/A 3,670,000 1,000,000
9.7 | 5 additional project support staff C EG N/A 22%222 N/A N/A 5,202,225 300,000
9.8 | Other Expenses c EG nA | N/A N/A 1,835,000 1,417,500
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Annex 2. STEP-BY-STEP PROCUREMENT REPONSIBILITIES

Steps in Request for Bids (RFB) goods/non-consulting services Responsibility
1. | Prepare technical specifications and BoQ (AS) Design Company
Prepare Bidding Documents (based on the BD/SPD agreed with
2. EG
the Bank)
3. | Obtain the WB “No Objection” on the Bidding Documents EG
Publish Specific Procurement Notice and Procurement
4. . EG
Documents on Georgian E-Procurement System
5. | Appoint committee for evaluation of bids EG
6 Document any requests for clarification by potential bidders and EG
" | the respective answers. Respond to all potential bidders.
7. | Receive bids until the deadline and file them properly. EG
3 Open the bids publicly immediately after deadline for bid EG
" | submission.
9 Prepare the minutes of public opening of bids and promptly EG
" | upload in E-Procurement System and STEP.
Evaluate and compare bids using the methodology presented in
10. . EG
the issued BDs.
Prepare Evaluation Report with the recommendation for award
11. . . EG
using the standard form of evaluation report
Obtain the WB “No Objection” on the Evaluation Report and the
12. . EG
recommendation for award
13. | Publish Notification of the Intention to Award EG
14. | Debriefing by the Borrower EG
15. | Issue the Notice of Award to the successful Bidder EG
16. | Obtain performance security and release bid security EG
17. | Sign the Contract with the Contractor. EG
Submit a copy of the signed Contract and copy of performance
18. | security to the WB and assure appropriate registration of the EG
contract.
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Steps in Request for Quotations (RFQ) (goods)

Responsibility

1. | Prepare technical specifications of goods EG
2. | Prepare the Invitation to Quote (ITQ), EG
3. | Announce on Georgian E-Procurement system. EG
4. | Appoint committee for evaluation of quotations. EG
Document any requests for clarification (if specified in ITQ) by
5 potential bidders and the respective answers. Respond to all EG
" | potential bidders by email or Reply through E-Procurement
System.
6. | Receive quotations until the deadline and file them properly. EG
7. | Open quotations immediately after deadline for submission. EG
8 Evaluate and compare quotations using the RFQ sample form of EG
" | evaluation report.
9. | Prepare Evaluation Report with the recommendation for award. EG
10 Finalize Terms and Conditions of Supply and send to the EG
" | selected supplier/contractor.
Obtain the Confirmation of Receipt of the Purchase Order (or
11. EG
contract).
12. | Inform unsuccessful bidders. EG
13. | Sign the Contract with the supplier/contractor. EG
Submit a copy of the signed Contract to the WB and assure
14, . . . EG
appropriate registration of the contract.
15 Receive and inspect goods or supervise the works and make EG

payments on invoices as per the purchase order/contract
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Direct Contracting (DC)

This method does not provide the benefits of competition and the transparency, so it is used
in exceptional cases properly justified and approved.

Steps in DC (goods)

Responsibility

purchase order.

1. | Prepare estimated cost of the goods EG
2. | Prepare justification for direct contracting; EG
3 Submit the estimated cost and the justification for direct EG
" | contracting to the WB for “No Objection”;
If WB accepts justification and issues its “No Objection”,
4. | proceed with the purchase by preparing technical specifications EG
and contract conditions;
5. | Send contract conditions to the supplier; EG
6. | Sign the contract; EG
7. | Publish Intention to award of contract EG
8. | Submit copy of the final Contract to the WB; and EG
9 Receive and inspect goods and make payments as per the EG

Steps in QCBS

Steps in QCBS

World Bank and members of the Evaluation Committee.

1. Prepare the estimated cost based on TOR Technical staff
2. Obtain the WB “No Objection” on the TOR. EG
Prepare criteria for evaluation of Expressions of Interest
3. and publishing REOI in the local newspaper(s) and send it EG
to the Bank for publishing in on-line edition of UNDB
Appoint committee for evaluation of Expressions of Interest
4, EG
(EOIS).
Collect the EOQIs received and file/copy them properly.
5. Prepare the minutes on receipt of EOIs and issue it to the EG
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Steps in QCBS

Steps in QCBS

Evaluate Expressions of Interest and prepare a short list of

consultants who responded to the REOI. The Shortlist shall
include not fewer than five (5) and not more than eight (8)

eligible firms.

EG

Prepare the Request for Proposals (RFP), which includes a
Letter of Invitation, Information to Consultants, ToR and
proposed contract.

EG

Obtain the WB “No Objection” on the short list and the RFP.

EG

Provide the final short list to the firms who expressed interest,
as well as to any other firm who specifically asked so.

EG

10.

Issue the RFP to the shortlisted firms.

EG

11.

Hold the meeting with the Consulting firms requesting to visit
the RDMRDI or site, if specified in the RFP.

EG

12.

Document any question for clarifications and their respective
answers, and respond to all consulting firms without
identifying the name(s) of the consulting firms requesting
clarification.

EG

13.

If needed, modify the RFP through an Amendment approved
by the WB and issue the Amendment to the shortlisted firms.

EG

14.

Receive the proposals and mark the time and date when the
proposal was received. Return unopened any proposal
received after the deadline.

EG

15.

Open the technical proposals in presence of the Evaluation
Committee immediately after deadline for proposal
submission. Prepare the minutes on receipt of proposals and
opening of technical proposals, and send it to the World Bank
and members of the Evaluation Committee.

EG

16.

Arranging to keep the financial proposals in protected place
(i.e. safe) until they are opened publicly.

EG

17.

Evaluate quality of technical proposals on the basis of
criteria/sub-criteria and points specified in the RFP. Each
member of the Evaluation Committee shall score
independently.

EG

18.

Prepare the report on evaluation of technical proposals. Obtain
the WB “No Objection” on Technical Evaluation Report.

EG
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Steps in QCBS

Steps in QCBS

Notify successful firms that they have secured the minimum

19. qualifying mark and advise them on date, time and address for EG
public opening of the financial proposals.
Open the financial proposals in the presence of evaluation
committee members and representatives of the successful

20. consulting firms who choose to attend. Announce the names EG
of successful consulting firms and their technical score per
each criterion, and the read aloud the proposed prices.
Prepare the minutes of the opening of financial proposals and

21. promptly send it to the WB and to all consultants who EG
submitted proposals.

22, Evaluate financial proposals. EG
Complete the final evaluation report ranking the proposals

23 according to their combined technical and financial scores EG

' (using the RFP assigned weights). Send the report as

information to the WB.
Invite to negotiations the firm scoring the highest combined

24. . . . EG
technical and financial score.

25. Appoint the Negotiation Committee. EG
If negotiations with the highest ranking firm fail to result in an

26. acceptable contract, the next ranked firm will be invited for EG
negotiations. Consult with the WB prior to taking this step.

27. Incorporate results of the negotiations in a draft Contract. EG

28. Obtain the WB “No Objection” on Contract to be signed. EG
Notification of Intention to Award to the successful

29. EG
Consultant
Inform unsuccessful bidders about successful completion of

30. h EG
the negotiations.

31. Debriefing by the Borrower EG

32. Sign the Contract with the consultant. EG

33. Submit a copy of the signed Contract to the WB EG
Return unopened financial proposals of firms who have not

34. secured minimum qualifying mark during evaluation of EG

quality of the proposals.
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Steps in QCBS

Steps in QCBS

35.

Publish information about the contract award in UNDB
online; send the same information to all consultants who have
submitted proposals.

EG

36.

At the contract implementation stage, effective contract
management is necessary for ensuring the consultant meet
their contractual commitments by means of: i) tracking and
monitoring cost, time, quality and deliverables; ii)
managing relationships with the
supplier/contractor/consultant and key stakeholders; iii)
managing payments in accordance with agreed terms; iv)
managing problems and issues as they arise, quickly,
effectively, fairly, and in a transparent manner.

EG

Least Cost Selection (LCS) procedures will be used for selection of auditing firm for annual
audits throughout the life of the project.

after the deadline.

Steps in LCS Responsibility
1. | Prepare the TOR compatible with available budget. EG
2. | Obtain the WB “No Objection” on the TOR. EG
3. | Establish a short-list EG
4 Preparation of short list and the RFP. Before composing the short EG

' list, the firms should confirm their interest in the assignment.

Send the RFP to the shortlisted firms, requesting technical and

5. | financial proposals to be submitted in two envelopes in one outer EG
envelope.
Document any question for clarifications and their respective

6. | answers, and respond to all consulting firms without identifying EG
the name(s) of the consulting firms requesting clarification.

7. | Appoint committee for evaluation of proposals. EG
Receive the proposals and mark the time and date when the

8. | proposal was received. Return unopened any proposal received EG
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Steps in LCS

Responsibility

Open the technical proposals in presence of the Evaluation
Committee immediately after deadline for proposal submission.

9. | Prepare the minutes on receipt of proposals and opening of EG
technical proposals, and issue it to the World Bank and members
of the Evaluation Committee.
Arranging to keep the financial proposals in protected place (i.e
10. . h EG
safe) until they are opened publicly.
11. | Evaluate “quality” of technical proposals. EG
12 Prepare the report on evaluation of “quality” of technical EG
" | proposals. on
Borrower shall inform all firms that submitted Proposal of their
score and whether they met the minimum qualifying technical
13, | score specified in RFP. Simultaneously notify successful firms EG
" | that they have secured the minimum qualifying mark and advise
them on date, time and address for public opening of the
financial proposals.
Open the financial proposals publicly (Financial Proposals shall
not be opened earlier than seven (7) Business Days from the
14 communication of technical evaluation results to the Consultants) £G
" | in the presence of evaluation committee members and
representatives of the successful consulting firms who choose to
attend. Announce the names of successful consulting firm and
the read aloud the proposed prices.
Prepare the minutes of the public opening of financial proposals
15. | and promptly send it to the WB and to all consultants who EG
submitted proposals.
16. | Evaluate financial proposals. EG
17. | Complete combined Quality and Cost Evaluation Report EG
18. | Invite firm with the lowest price to negotiations. EG
19. | Appoint the Negotiation Committee. EG
20 Hold the negotiations with the consulting firm with the lowest EG
" | price
21. | Incorporate results of the negotiations in a draft Contract; EG
22. Award of Contract and publication of Contract Award Notice EG
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Steps in LCS

Responsibility

23.

The Borrower shall provide a debriefing to all unsuccessful
Bidders/Proposers/ Consultants whose request is received within
this deadline of 3 business days

EG

24.

Sign the Contract with the consultant.

EG

25.

Submit a copy of the signed Contract to the WB

EG

26.

Return unopened financial proposals of firms who have not
secured minimum qualifying mark during evaluation of “quality”
of the proposals (if any).

EG

217.

Publish information about the contract award in UNDB online
Send the same information to all consultants who have submitted
proposals.

EG

28.

Provide explanation to any consultant who wishes to ascertain
the ground on which its proposal was not selected.

EG

29.

At the contract implementation stage, effective contract
management is necessary for ensuring the consultant meet
their contractual commitments by means of: i) tracking and
monitoring cost, time, quality and deliverables; ii) managing
relationships with the supplier/contractor/consultant and key
stakeholders; iii) managing payments in accordance with
agreed terms; iv) managing problems and issues as they arise,
quickly, effectively, fairly, and in a transparent manner.

EG

Selection under a Fixed Budget

The method is a competitive process among Shortlisted consulting firms under which the selection of
the successful firm takes into account the quality of the Proposal and the cost of the services. In the
request for proposals document, the cost of services is specified as a fixed budget that shall not be
exceeded. FBS is used for simple Consulting Services that can be precisely defined.

The request for proposals document specifies the budget and the minimum score for the technical
Proposals. The Proposal with the highest technical score that meets the fixed budget requirement is
considered the Most Advantageous Proposal. The following table delineates steps necessary for
completion of FBS and responsibility for their completion:

Steps in FBS

Responsibility

1.

Prepare the estimated cost based on TOR

EG
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Steps in FBS Responsibility
2. Obtain the WB “No Objection” on the TOR. EG
Prepare criteria for evaluation of Expressions of Interest and
3. publishing REOI on the E-Procurement System and send it to the EG
Bank for publishing in on-line edition of UNDB
4. | Appoint committee for evaluation of Expressions of Interest. EG
Collect the EOIs received and file/copy them properly. Prepare
5 the minutes on receipt of EOIls and issue it to the World Bank and EG
members of the Evaluation Committee.
6 Evaluate Expressions of Interest and prepare a short list of EG
' consultants who responded to the REOI.
7 Prepare the Request for Proposals, which indicates the budget EG
' available.
8. Obtain WB “No Objection” on the short list and the RFP. EG
Provide the final short list to the firms who expressed interest, as
9. ) . EG
well as to any other firm who specifically asked so.
10. | Issue the RFP to the shortlisted firms. EG
1 Hold the meeting with the Consulting firms requesting to visit the EG
" | PPMD or site, if specified in the RFP.
Document any question for clarifications and their respective
12. | answers, and respond to all consulting firms without identifying EG
the name(s) of the consulting firms requesting clarification.
13 If needed, modify the RFP through an Amendment approved by EG
the WB and issue the Amendment to the shortlisted firms.
Receive the proposals and mark the time and date when the
14. | proposal was received. Return unopened any proposal received EG
after the deadline.
Open the technical proposals in presence of the Evaluation
Committee immediately after deadline for proposal submission.
15. | Prepare the minutes on receipt of proposals and opening of EG
technical proposals, and issue it to the World Bank and members
of the Evaluation Committee.
16 Arranging to keep the financial proposals in protected place (i.e. EG

safe) until they are opened publicly.
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Steps in FBS

Responsibility

17.

Evaluate quality of technical proposals on the basis of criteria/sub
criteria and points specified in the RFP. Each member of the
Evaluation Committee shall score independently.

EG

18.

Prepare the report on evaluation of technical proposals. Obtain
the WB “No Objection” on Technical Evaluation Report.

EG

19.

Borrower shall inform all firms that submitted Proposal of their
score and whether they met the minimum qualifying technical
score specified in RFP. Simultaneously notify successful firms
that they have secured the minimum qualifying mark and advise
them on date, time and address for public opening of the financial
proposals.

EG

20.

Open the financial proposals (Financial Proposals shall not be
opened earlier than seven (7) Business Days from the
communication of technical evaluation results to the Consultants)
in the presence of evaluation committee members and
representatives of the successful consulting firms who choose to
attend. Announce the names of successful consulting firm and
their technical score for each criteria, and the read aloud the
proposed prices.

EG

21.

Prepare the minutes of the opening of financial proposals and
promptly send it to the WB and to all consultants who submitted
proposals.

EG

22.

Evaluate financial proposals. Reject proposals that exceed the
indicated budget.

EG

23.

Complete the final evaluation report ranking the proposals
according to their technical scores. Send the report to the WB for
clearance.

EG

24.

Invite to negotiations the selected firm with the highest technical
score.

EG

25.

Hold the negotiations with the highest ranking consulting firm.

EG

26.

If negotiations with the highest ranking firm fail to result in an
acceptable contract, the next ranked firm will be invited for
negotiations. Consult with the WB prior to taking this step.

EG

217.

Incorporate results of the negotiations in a draft Contract.

EG

28.

Obtain the WB “No Objection” on Contract to be signed.

EG

29

Award of Contract and publication of Contract Award Notice

EG
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Steps in FBS Responsibility

The Borrower shall provide a debriefing to all unsuccessful
30. | Bidders/Proposers/ Consultants whose request is received within EG
this deadline of 3 business days

31. | Sign the Contract with the consultant. EG

32. | Submit a copy of the signed Contract to the WB EG

Return unopened financial proposals of firms who have not
33. | secured minimum qualifying mark during evaluation of quality of EG
the proposals.

Publish information about the contract award in UNDB online.
34. | Send the same information to all consultants who have submitted EG
proposals.

Provide explanation to any consultant who wishes to ascertain the

3. ground on which its proposal was not selected.

EG

At the contract implementation stage, effective contract
management is necessary for ensuring the consultant meet
their contractual commitments by means of: i) tracking and
monitoring cost, time, quality and deliverables; ii) managing
relationships with the supplier/contractor/consultant and key
stakeholders; iii) managing payments in accordance with
agreed terms; iv) managing problems and issues as they arise,
quickly, effectively, fairly, and in a transparent manner.

36. EG

Selection Based on Consultants’ Qualifications (CQ) procedures would be used for small
consulting assignments.

Steps in CQ Responsibility
1. | Prepare the estimated cost based on TOR EG
2. | Obtain the WB “No Objection” on the TOR. EG

Prepare criteria for evaluation of Expressions of Interest and
publishing REOI at the online platform website and send it to the
3. | Bank for publishing in on-line edition of UNDB, requesting EG
information on the consultants’ experience and competence
relevant to the assignment.

4. | Appoint committee for evaluation of Expressions of Interest. EG

5. | Prepare criteria for evaluation of Expressions of Interest. EG
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Steps in CQ

Responsibility

Collect the EQIs received and file/copy them properly. Prepare

6. | the minutes on receipt of EOIs and issue it to the World Bank EG
and members of the Evaluation Committee.

7 Evaluate Expressions of Interest and prepare the EOI Evaluation EG

" | Report

8. | Issue the RFP to top-ranked consulting firm from the short list. EG

9. | Provide clarifications as requested by selected consulting firm. EG

10. | Appoint committee for evaluation of proposals. EG

11. | Receive combined technical-financial proposal. EG

12 Review the proposal and prepare the Minutes on the Proposal EG

" | Review.

13. | Invite the selected consulting firm to negotiations. EG

14. | Hold the negotiations with the selected consulting firm. EG
If negotiations with the first-ranked consulting firm fail to result

15. | inan acceptable contract, the second-ranking firm will be asked EG
for combined simplified proposal and invited for negotiations.

16 | Incorporate results of the negotiations in a draft Contract. EG

17. | Award of Contract and publication of Contract Award EG
The Borrower shall provide a debriefing to all unsuccessful

18. | Bidders/Proposers/ Consultants whose request is received within EG
this deadline of 3 business days

19. | Sign the Contract with the consultant. EG

20. | Submit a copy of the signed Contract to the WB EG
Publish information about the contract award in UNDB online;

21. | send the same information to all consultants who have submitted EG
EOls.

99 Provide explanation to any consultant who wishes to ascertain EG

the ground on which its proposal was not selected.
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Steps in CQ Responsibility

At the contract implementation stage, effective contract
management is necessary for ensuring the consultant meet
their contractual commitments by means of: i) tracking and
monitoring cost, time, quality and deliverables; ii) managing
relationships with the supplier/contractor/consultant and key
stakeholders; iii) managing payments in accordance with
agreed terms; iv) managing problems and issues as they arise,
quickly, effectively, fairly, and in a transparent manner.

23. EG

Individual Consultants (local and international) would be hired in accordance with Section VII
of the Procurement Regulations.

Stepsin IC Responsibility
1. | Prepare the estimated cost based on TOR EG
2. | Obtain the WB “No Objection” on the TOR. EG

Prepare criteria for evaluation of EQOIs of individual consultants
Publish advertisement in the national press and in Development

3 Business (if needed), asking for CVs of individual consultants to EG
be submitted as a part of the EOI.
4 Appoint committee for evaluation of EQIs of individual EG

consultants.

Collect the EQIs and file/copy them properly. Prepare the minutes
5. | onreceipt of EOIs of individual consultants and issue it to EG
members of the Evaluation Committee.

Evaluate EOIs of individual consultants and prepare the

6. Evaluation Report. EG

7. | Invite the first-ranked individual consultant to negotiations. EG

8. | Appoint the Negotiation Committee. EG

9. | Prepare the draft Contract. EG

10. | Hold the negotiations with the selected individual consultant. EG
If negotiations with the first-ranked individual consultantfail to

11 result in an acceptable contract, the second-ranking individual EG

consultant will be invited for negotiations. WB for approval might
be required prior to taking this step.
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Stepsin IC Responsibility

12. | Incorporate results of the negotiations in a draft Contract. EG
13. | Sign the Contract with the consultant. EG
14. | Submit a copy of the signed Contract to the WB. EG

Inform unsuccessful consultants about successful completion of

the negotiations. EG

15.

Provide explanation to any consultant who wishes to ascertain the

ground on which she/he was not selected. EG

16.

At the contract implementation stage, effective contract
management is necessary for ensuring the consultant meet their
contractual commitments by means of: i) tracking and
monitoring cost, time, quality and deliverables; ii) managing
relationships with the supplier/contractor/consultant and key
stakeholders; iii) managing payments in accordance with
agreed terms; iv) managing problems and issues as they arise,
quickly, effectively, fairly, and in a transparent manner.

17. EG

Direct Selection of Individual Consultants

This method does not provide the benefits of competition and the transparency, so it is used in
exceptional cases properly justified and approved. The following table delineates steps necessary
for completion of DS and responsibility for their completion:

Steps in DS Responsibility
1. Prepare the TOR compatible with available budget. EG
2. Obtain the WB “No Objection” on the TOR. EG

Prepare a letter of justification for Direct Selection of Individual
3. EG
Consultants
Prepare the Letter of Invitation, which will ask the selected
4. consultant to submit a financial proposal and the comments on EG
the TOR.
5. Issue the LOI to selected consultant. EG
6. Provide clarifications as requested by the selected consultant. EG
. Appoint committee for evaluation of financial proposal/ EG
' proposed price
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Steps in DS Responsibility
8. Review financial proposals EG
9 Review the financial proposal/proposed price and prepare the EG and evaluation
' Minutes on the Proposal Review. committee
10. | Hold the negotiations with the selected consultant. EG
11. | Incorporate results of the negotiations in a draft Contract. EG
12. | Obtain the WB “No Objection” on Contract to be signed. EG
13. | Sign the Contract with the consultant. EG
14. | Submit a copy of the signed Contract to the WB. EG
15. | Publish information about the contract award in UNDB online. EG
At the contract implementation stage, effective contract
management is necessary for ensuring the consultant meet
their contractual commitments by means of: i) tracking and
monitoring cost, time, quality and deliverables; ii) managing
16. . ; . : EG
relationships with the supplier/contractor/consultant and key
stakeholders; iii) managing payments in accordance with
agreed terms; iv) managing problems and issues as they arise,
quickly, effectively, fairly, and in a transparent manner.

Note: For all international and prior review contracts the standstill period is also a part of the
procurement cycle ( Paragraphs 5.78 to 5.80. of the Procurement Regulations).
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Annex 3. DECLARATION OF IMPARTIALITY AND CONFIDENTIALITY

Project:

Tender:

Method of procurement:
Opening date :

I, the UNdersigned ..ccceeeeeceiierierniieriecnieecnseesnsonssesnsonsosons , acting as ............. under
................. and being member of the Evaluation Committee for the abovementioned tender, hereby
declare that I have no direct or indirect links with any of the Bidders, whether individuals or members
of a consortium, who have replied and submitted its bid in the framework of the said project, nor with
any of the subcontractors proposed. In addition, I declare that, | have no actual, potential or perceived
conflict of interest in relation to this procurement process and my role as a member of the Evaluation
Committee and | undertake to carry out my duties with the highest degree of objectivity and integrity.

I confirm that, should I discover during the course of the evaluation that such a link exists, | will declare this
immediately describing the circumstances giving rise to the conflict of interest.

I agree that | will have no contact with any bidder/proposer during the procurement. In particular, |
will not:

a. pass information or make comments to them about the procurement;
b. receive any gift, gratuity, hospitality or any inducement from them;
c. be in contact with, or meet them, or have any discussion about the procurement with them.

I will immediately pass any requests for information or meetings that | receive from any
bidder/proposer to the Evaluation Committee Chair.

I understand that the procurement project’s information, discussions, meetings, correspondence and
material are confidential and | agree to keep this information safe and not supply this information to,
or discuss this information with, anyone outside the Evaluation Committee.

Signed: ...
Date:

102



Annex 4. TERMS OF REFERENCE FOR E&S SPECIALISTS

REQUEST FOR EXPRESSIONS OF INTEREST

Georgia

Project Name: The Relief and Recovery for Micro, Small and Medium
Enterprises (MSMES)

Project No: P173975
Loan No. 9239-GE

Assignment Title: Environmental Specialist

Enterprise Georgia (EG), within the Relief and Recovery for Micro, Small and Medium
Enterprises (MSMEs) Project supported by the World Bank, is announcing expression of
interest for candidates for the fulltime and local position of an Environmental Specialist.

The Project Development Objective for the Relief and Recovery for MSME operation is to
provide relief to MSMEs and support their recovery, including by strengthening the
enabling environment for access to finance.

Project Description
The Project will be implemented nationwide and will consist of four components:

Component 1 — Financial relief and recovery for MSMEs
Component 2 — Digital payments & financial infrastructure upgrading
Component 3 — Project management and monitoring

Component 4 — Contingent Emergency Response Component

A substantial portion of the Project activities fall under Component 1. Component 1 will be
implemented by EG, which is a governmental economic development agency operating
under the Ministry of Economy and Sustainable Development of Georgia. It comprises of
the following sub-components:

e Sub-component 1.1 will provide micro-grants to finance working capital and fixed
assets for micro and small firms.

e Sub-component 1.2 will co-finance interest payments on loans underwritten by
participating financial institutions (PFIs).
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e Sub-component 1.3 will provide partial credit guarantees for loans issued by PFls.

e Sub-component 1.4 will provide technical assistance for COVID-proofing and
digitalization of MSMEs.

For the implementation of sub-component 1.1, EG may contract Contractor Organizations
to manage the outreach, screening, application process, and monitoring of grant-financed
activities under the micro-grant scheme. If these organizations are not involved, EG will
undertake these responsibilities directly. With sub-components 1.2 and 1.3, EG will co-
finance interest payments and provide partial guarantees for MSMEs to be delivered via
PFls. PFIs may be commercial banks, leasing companies or microfinance institutions. Sub-
component 1.4 will provide training to businesses in digitization and COVID-proofing and
will support the expansion of the content delivery for EG’s “growth hubs” which aim to
provide business skill training throughout the country over the next five years.

Environmental and social impacts under the Project are mostly anticipated under
Component 1, which will provide financing for MSME activities. Components 2 and 3 will
finance technical assistance and project management activities, respectively, and as such
will not have a physical footprint on the environment or local communities and will not be
associated with tangible environmental and social impacts. Component 4 will be activated
to provide contingency funding under emergency circumstances. The definition of eligible
activities under this component and related environmental and social screening and risk
management measures will described in a dedicated chapter of Project Operations Manual.

The possible environmental and social impacts of the Project are mainly associated with the
activities of MSMEs that would benefit from grants, loan interest rate co-financing, or
guarantees under Component 1. As the specific Project-financed activities cannot be
determined at Project preparation stage, the present Environmental and Social Management
Framework (ESMF) lays out the process, roles and responsibilities for the screening,
management, and monitoring of environmental and social risks during Project
implementation stage.

The range of possible impacts is broad and diverse, including but not limited to noise, dust,
or odor generation, air, water or soil pollution, use of pesticides (relevant to agricultural
enterprises), liquid and solid waste, including toxic/hazardous waste, use of natural
resources, risks related to labor and working conditions, occupational health and safety,
risks related to construction or rehabilitation works, among others. Additionally, key social
risks of the Project may relate to the ability of all citizens, especially vulnerable and
disadvantaged groups, to receive information, engage with, and benefit from the project in
an equitable manner, and to access the project grievance mechanism. The Project may pose
risks to biodiversity and/or cultural heritage if MSME activities are conducted in close
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proximity to protected areas, natural or cultural monuments. These risks will be avoided or
minimized to the extent possible and, where unavoidable, will be mitigated in line with the
provisions described in the ESMF of EG, the national legislation of Georgia and the World
Bank’s Environmental and Social Standards (ESS) which are relevant for the Project.

Tasks and responsibilities

Together with the Social Specialist, finalize Environmental and Social Management
System (ESMS) of EG based on the ESMF and Environmental and Social
Commitment Plan (ESCP) of EG; facilitate formal adoption of ESMS by the
management.

Develop and ensure ESMS reporting that is acceptable to the World Bank.
Together with the Social Specialist, train staff of EG on the ESMS to explain
respective roles, responsibilities, flow of information and integration into the
mainstream business lines of the institution.

Contribute to the development of the Project Operations Manual, including
environmental, social, health and safety aspects of the Contingent Emergency
Response Component of the Project.

Ensure that the selected PFls adopt and implement ESMS and conduct
Environmental and Social due diligence assessments for activities of each MSME
Beneficiary (under sub component 1.2 ) and Selected MSME Firm (under sub
component 1.3) financed by the Project in line with the Exclusion List, national
laws, the Project ESMF and Project ESMS.

Together with the Social Specialist, provide inputs to quarterly project reports on
the environmental and social performance of project activities.

Provide support to Contractor Organizations under sub-component 1.1 in
undertaking environmental and social screening of grant applications.

Together with the Social Specialist, develop and provide training to Contractor
Organizations and the selected PFIs on all environmental and social commitments
and requirements under the Project.

Regularly debrief Project Manager and Head of Project Management Committee on
the progress in respect to the contract obligations performed, as well as on any
related issues which might occur in the course of the implementation of the Project.

Reporting and Deliverables

The Environmental Specialist is expected to perform the above-mentioned tasks on an
ongoing basis during the term of his/her assignment, to the satisfaction of the Project
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Manager and Head of Project Management Committee. The deliverables will include but
are not limited to:

Trainings to Contract Organizations and selected PFIs on E&S commitments and
requirements under the Project (together with the Social Specialist);

Inputs to quarterly project reports on the E&S performance of project activities
(together with the Social Specialist);

Inputs to the Project Operations Manual;

ESMS of EG (together with the Social Specialist).

Qualification and Experience

The candidate shall meet the following requirements:

A bachelors’ degree in natural science, environmental engineering or environmental
management;

Minimum 5 years’ work experience in the environmental field, ideally in a position
that also included exposure to the financial services industry;

General understanding of the banking sector;

Familiarity with World Bank’s environmental, social, health and safety
requirements (past experience of working under the World Bank financed operations
would be an asset);

Good command of the environmental regulations in Georgia and the modality of
their enforcement;

Experience in reviewing projects for environmental compliance, and experience
with internationally-financed projects preferred;

Ability to operate as an effective tactical and strategic thinker;

Exceptional written, oral, interpersonal, and presentation skills;

Strong time management and organizational skills with attention to detail;
Computer literate, with working knowledge of Microsoft Word and Excel;

Fluency in Georgian and English (verbal and written).

Note: EG reserves it’s right to verify submitted references and use obtained

information for evaluation purposes.

An individual consultant will be selected in accordance with the procedures set out
by the Agency “Enterprise Georgia”.

The evaluation of CVs will be conducted on a basis of the following criteria:
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e General experience - 40 points;
e Experience in project reviews for environmental compliance - 30 points;
e Experience in of working under the World Bank financed operations - 30 points.

Interested consultants may obtain further information by
email:mnozadze@enterprise.gov.ge

CVs of candidates in English language must be submitted electronically to the
address below not later than, August 5, 18:00 hours.

The World Bank financed Relief and Recovery for Micro, Small and Medium
Enterprises (MSMES) Project

Attn: To the Administrative Department

E-mail To: hr@enterprise.qov.ge

Please include the title of the announced position in subject line of the email
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REQUEST FOR EXPRESSIONS OF INTEREST

Georgia

Project Name: The Relief and Recovery for Micro, Small and Medium
Enterprises (MSMES)

Project No: P173975
Loan No. 9239-GE

Assignment Title: Social Specialist

Enterprise Georgia (EG), within the Relief and Recovery for Micro, Small and Medium
Enterprises (MSMESs) Project supported by the World Bank, is announcing expression of
interest for candidates for the fulltime and local position of an Social Specialist.

The Project Development Objective for the Relief and Recovery for MSME operation is to
provide relief to MSMEs and support their recovery, including by strengthening the
enabling environment for access to finance.

Project Description

The Project will be implemented nationwide and will consist of four components:
Component 1 — Financial relief and recovery for MSMEs

Component 2 — Digital payments & financial infrastructure upgrading
Component 3 — Project management and monitoring

Component 4 — Contingent Emergency Response Component

A substantial portion of the Project activities fall under Component 1. Component 1 will be
implemented by EG, which is a governmental economic development agency operating
under the Ministry of Economy and Sustainable Development of Georgia. It comprises of
the following sub-components:

e Sub-component 1.1 will provide micro-grants to finance working capital and fixed
assets for micro and small firms.

e Sub-component 1.2 will co-finance interest payments on loans underwritten by
participating financial institutions (PFIs).

e Sub-component 1.3 will provide partial credit guarantees for loans issued by PFlIs.
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e Sub-component 1.4 will provide technical assistance for COVID-proofing and
digitalization of MSMEs.

For the implementation of sub-component 1.1, EG may contract Contractor Organizations
to manage the outreach, screening, application process, and monitoring of grant-financed
activities under the micro-grant scheme. If these organizations are not involved, EG will
undertake these responsibilities directly. With sub-components 1.2 and 1.3, EG will co-
finance interest payments and provide partial guarantees for MSMEs to be delivered via
PFls. PFIs may be commercial banks, leasing companies or microfinance institutions. Sub-
component 1.4 will provide training to businesses in digitization and COVID-proofing and
will support the expansion of the content delivery for EG’s “growth hubs” which aim to
provide business skill training throughout the country over the next five years.

Environmental and social impacts under the Project are mostly anticipated under
Component 1, which will provide financing for MSME activities. Components 2 and 3 will
finance technical assistance and project management activities, respectively, and as such
will not have a physical footprint on the environment or local communities and will not be
associated with tangible environmental and social impacts. Component 4 will be activated
to provide contingency funding under emergency circumstances. The definition of eligible
activities under this component and related environmental and social screening and risk
management measures will described in a dedicated chapter of Project Operations Manual.

The possible environmental and social impacts of the Project are mainly associated with the
activities of MSMEs that would benefit from grants, loan interest rate co-financing, or
guarantees under Component 1. As the specific Project-financed activities cannot be
determined at Project preparation stage, the present Environmental and Social Management
Framework (ESMF) lays out the process, roles and responsibilities for the screening,
management, and monitoring of environmental and social risks during Project
implementation stage.

The range of possible impacts is broad and diverse, including but not limited to noise, dust,
or odor generation, air, water or soil pollution, use of pesticides (relevant to agricultural
enterprises), liquid and solid waste, including toxic/hazardous waste, use of natural
resources, risks related to labor and working conditions, occupational health and safety,
risks related to construction or rehabilitation works, among others. Additionally, key social
risks of the Project may relate to the ability of all citizens, especially vulnerable and
disadvantaged groups, to receive information, engage with, and benefit from the project in
an equitable manner, and to access the project grievance mechanism. The Project may pose
risks to biodiversity and/or cultural heritage if MSME activities are conducted in close
proximity to protected areas, natural or cultural monuments. These risks will be avoided or
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minimized to the extent possible and, where unavoidable, will be mitigated in line with the
provisions described in the ESMF of EG, the national legislation of Georgia and the World
Bank’s Environmental and Social Standards (ESS) which are relevant for the Project.

Tasks and responsibilities:

Prepare, conduct institutional training and awareness building, and implement, and
monitor and report on the performance of EG’s Environmental and Social
Management System (ESMS) for the MSME Relief and Recovery Project with
special focus on social aspects.

Conduct awareness-raising activities for project stakeholders including but not
limited to, implementing agencies (contractors) delivering micro-grants, PFIs,
beneficiaries and beneficiary associations, internal stakeholders (different
departments of EG and Government of Georgia), etc.

Conduct monitoring to ensure that the project implementation is compliant with
national laws as well as the Project’s Environmental and Social Commitment Plan
(ESCP) and ESMF, as well as labor, health and safety laws and World Bank’s
Environmental and Social Standards (ESS).

Ensure that Selected PFIs and Contractor Organizations have human resources’
policies and procedures consistent with requirements under national law and ESS2.

Ensure effective project grievance mechanism (GM) is established, build awareness
among all stakeholders and the public on the GM, manage grievance log, monitor
and report on the status and functioning of the GM.

Producing social audit review reports for the completed activities on a quarterly
basis.

Together with the Environmental Specialist, provide inputs to quarterly project
reports on the environmental and social performance of project activities.

Immediately communicate with the Project Manager in charge of the Project
implementation in case of any incident or accident related to or having an impact on
the Project, in accordance of World Bank standards.

Together with the Environmental Specialist, finalize ESMS of EG based on the
ESMF and ESCP of EG; facilitate formal adoption of ESMS by the management.
Together with the Environmental Specialist, train staff of EG on the ESMS to
explain respective roles, responsibilities, flow of information and integration into
the mainstream business lines of the institution.
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e Contribute to the development of the Project Operations Manual, including
environmental, social, health and safety aspects of the Contingent Emergency
Response Component of the Project.

e Together with the Environmental Specialist, develop and provide training to
Contractor Organizations and the selected PFIs on all environmental and social
commitments and requirements under the Project.

e Regularly debrief Project Manager and Head of Project Management Committee on
the progress in respect to the contract obligations performed, as well as on any
related issues which might occur in the course of the implementation of the Project.

Reporting and Deliverables:

The Social Specialist is expected to perform the above-mentioned tasks on an ongoing basis
during the term of his/her assignment, to the satisfaction of Project Manager and Head of
Project Management Committee. The deliverables will include but are not limited to:

e Quarterly social audit review reports for completed activities;

e Expansion and monitoring of grievance mechanisms, as well as recommended
actions in response to grievances;

e Consultations on social aspects with beneficiaries and other relevant stakeholders;

e Trainings to Contract Organizations and selected PFIs on E&S commitments and
requirements under the Project (together with the Environmental Specialist);

e Inputs to quarterly project reports on the E&S performance of project activities
(together with the Environmental Specialist);

e Inputs to the Project Operations Manual,

e ESMS of EG (together with the Environmental Specialist).

Quialification and Experience
The candidate shall meet the following requirements:

e Bachelors’ Degree in sociology, international relations, psychology, law or any
other relevant social sciences;

e At least 3-5 years of relevant experience in assessing, managing or supervising
social aspects of development projects and impact assessments;

e Strong time management and organizational skills with attention to detail;

e Computer literate, with working knowledge of Microsoft Word and Excel;
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e Excellent verbal and written communication skills in Georgian and English;

e Work experience as a social specialist in/with the WB-funded projects and
knowledge of the World Bank or another multilateral development bank’ safeguard
policies and requirements will be an advantage.

Note: EG reserves it’s right to verify submitted references and use obtained
information for evaluation purposes.

An individual consultant will be selected in accordance with the procedures set out
by the Agency “Enterprise Georgia”.

The evaluation of CVs will be conducted on a basis of the following criteria:

e General experience - 40 points;
e Experience in assessing, managing or supervising social aspects - 30 points;

e Experience in of working under the World Bank financed operations - 30 points.

Interested consultants may obtain further information by
email:mnozadze@enterprise.gov.ge

CVs of candidates in English language must be submitted electronically to the
address below not later than, August 5, 18:00 hours.

The World Bank financed Relief and Recovery for Micro, Small and Medium
Enterprises (MSMES) Project

Attn: To the Administrative Department

E-mail To: hr@enterprise.gov.ge

Please include the title of the announced position in subject line of the email

112


mailto:hr@enterprise.gov.ge

Annex 5. EXCLUSION LIST OF THE WORLD BANK GROUP

Production or trade in any product or activity deemed illegal under host country laws or
regulations or international conventions and agreements, or subject to international bans,
such as pharmaceuticals, pesticides/herbicides, ozone depleting substances, PCB's,
wildlife, or products regulated under CITES.

Production or trade-in adult entertainment.

Production or trade in weapons and munitions.

Production or trade in alcoholic beverages (excluding beer and wine).

Production or trade in tobacco.1

Gambling, casinos, and equivalent companies.

Production or trade in radioactive materials. This does not apply to the purchase of medical
equipment, quality control (measurement) equipment and any equipment where the World
Bank considers the radioactive source to be trivial and/or adequately shielded.

Production or trade in unbonded asbestos fibers. This does not apply to the purchase and
use of bonded asbestos cement sheeting where the asbestos content is less than 20%.

Drift net fishing in the marine environment using nets in excess of 2.5 km. in length.
Production or activities involving harmful or exploitative forms of forced labor2/harmful
child labor.3

Production, trade, storage, or transport of significant volumes of hazardous chemicals, or
commercial scale usage of hazardous chemicals. Hazardous chemicals include gasoline,
kerosene, and other petroleum products.

Commercial logging operations for use in primary tropical moist forest.

Production or trade-in wood or other forestry products other than from sustainably
managed forests.

Transboundary trade in waste or waste products, except for nonhazardous waste destined
for recycling;

Persistent organic pollutants (POPs);

Non-compliance with workers' fundamental principles and rights at work;

Significant degradation of a national park or similar protected area; and

Real estate speculation.

Footnotes to WBG Exclusion List 1 This does not apply to project sponsors who are not
substantially involved in these activities. "Not substantially involved" means that the activity
concerned is ancillary to a project sponsor's primary operations. 2 Forced labor means all work or
service, not voluntarily performed, that is extracted from an individual under threat of force or
penalty. Three harmful child labor means the employment of children that is economically
exploitive, or is likely to be hazardous to or to interfere with, the child's education, or to be harmful
to the child's health, or physical, mental, spiritual, moral, or social development.
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Annex 6. SCREENING TEMPLATE FOR SUBCOMPONENT 1.1

Name of the M/SE:

Tax number of the Business identification
M/SE: code:

Legal Representative:

Address:

E-mail address: Telephone number:

Purpose of grant:

:ys.sessment undertaken Date:

| hereby declare that: Yes | No |Unsure| Comments

1. | The activities carried out by my micro or small business aren’t
included in the World Bank Group (WBG) Financing Exclusion List;

2.| I havenotbeen fined or otherwise sanctioned inthe course of
activity for violating environmental, community and/or
occupational health and safety, and/or labor laws/regulations;

3.| lamableto presentevidence that! holdall permits/licenses
required for the performed activity by the nationallegislation,
and I'mthelegal ownerof all land premises on which financed
activities take place;

4. | The proposed activity does notleadto economicor physical
displacement of people due to land acquisition;

5.| The proposed activity implemented isn’tlocated in a nationally
and/or internationally designated protected area, or inthe
territory of a designated cultural monument or plot bordering the
territory of a cultural monument.

COMMENTS:
If responsesto atleastoneof the questionsis “No”, the application isineligible for grant funding.

If responses to questions 1-5Sare “Yes” and/or “Unsure”, the applicantis considered for subsequent stages of
selection.

CONCLUSION: | Environmental and social screening PASSED FAILED

WBG Financing Exclusion List

Those activities that are illegal under country laws, regulations, or ratified international conventions and agreements, Weapons and
munitions, Adult entertainment, Alcoholic beverages (excluding wine and beer), Tobacco, Gambling, casinos, and equivalent
enterprises, Wildlife or wildlife products regulated under Convention on International Trade in Endangered Species of Wild Fauna
and Flora (CITES), Radioactive materials or unbounded asbestos fibers, Commercial logging operations or the purchase of loggng
equipment for use in primary tropical moist forest, Polychlorinated biphenyl compounds (PCBs, a class of synthetic organic
chemicals), Pharmaceuticals subject tointernational phaseouts or bans, Pesticides/herbicides subject to international phaseoutsor
bans, Ozone depleting substances subject to international phaseout, Drift net fishing in the marine environment using nets in excess
of 2.5 km in length, Transboundary trade in waste or waste products, except for nonhazardous waste destined for recycling,
Persistentorganic pollutants(POPs),Noncompliancewith workers’fundamental principlesandrights at work, Significant de gr adation
of a national park or similar protected area, Real estate speculation.
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Annex 7. SCREENING TEMPLATE FOR SUBCOMPONENTS 1.2 & 1.3

Project Name: Location:
Address: Contact Person and Telephone:
Industry: Activity: Facility Amount and
Type:
Type of project (tickx){ New Extension Existing E&S Category: 1
Date of Site Visit: Prepared/Updated by:
I Position:

Brief Project Description:

Exclusion List activities (Y/N):

Sector Specific E&S Issues (please specify):
Potential risks related to the project areissues regarding:

Instructions:
¢ Pleaseprovide as muchinformation as possibleinthe ‘additional information’ section to support the
responses provided
¢ Pleaseprovide a summaryofthe keyissues after completing the questionnaireandincludea
categorization forthe project
¢ Pleaseincludeanactionplanifrequired
e  Forsector-specificinformation on E&S risks, please refer to the First for Sustainability Facts heets and the

o www.ifc.org/ehsguidelines

Assessmentwith applicable
E&S Requirements
Question/ risk Yes| No| N/A ADDITIONAL
INFORMATION
(Please provide
additional information

to supportall
responses)
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1.

Risks related to site location

Will the project/ business operations be located
within or near the protected zones, or zones for
which the governmentis considering an official
protected status?

1.2

Willthe project/ business operations be a potential
danger for the areasimportant for thelocal, regional
or nationalcultural heritage? (During public
consultations, local citizens should be required to
render information onlocations or structures on the
official lists considered important which should be
protected)

1.3

Will all activities of the business operationoccuron
territory ownedby the businessi.e. their footprint
will not poseany involuntary adverseimpacts on the
land, residence, assets, or livelihoods or affected
persons (formal owners orinformal users) as per
evidence presented by thebusiness andsite
screening?

14

Is informationon the business activity publicly
availableand have anylocal citizen, CSO or a NGO
expressedtheirconcernor position againstthe
project/ business operations because of prioror
possiblefuture

environmental or social impacts of the business
operation?

1.5

Is there any other aspect of a project/ business
operationsthatcouldcreatea risk or could be
considered as disturbance to local communities during
ordinary operations orin special

circumstances?

2. Environmental Regulatory Compliance and Liability

2.1 | Arethereanylegalissuesassociated with the
client’s E&S performance?

2.2 | Inthe Companyin possessionof all required HSE
permits and approvals (please attach copies)

2.3 | Has theCompanypaidexcesschargesor
fines/penalties for non-compliance with HSE
regulations and standards in the lasttwo years?
(please attach copies of most recentinspection
report)

2.4 | Is the Company exposed to potentially significant HSE

liahilities, suchasthose arising fromland / groundwater
contamination,
related to the Company’s pastor ongoing operations? I

yes, specify magnitude
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3.

Management systems

Check the issues related to management system and

once any of item below is selected, please specify a
correctiveactionor explainwhy itis not needed:

O
O

O

No written environmental and social policy

No written human resources policy (e.g., employee
rights/non- discrimination)

No written fire/safety plan or

emergency

prevention/preparedness

/responseplan

No environmental, healthand safety training for
employees

No procedures for managing environmental and social
risks

No designated personin charge of environmental
and sodialissues

No internal process for sharing information

Environmental issues

Check issues related to air emissions and once any of
itembelowis selected please specify a corrective action
orexplainwhyitis notneeded:

O  No valid permit for air emissions

O Smoke [/ exhaust gasis being producedand
emitted with no weof proper filter

O Air emissions are not monitored

4.2

Checkissues related to wastewater effluents and
onceany ofitembelowis selected please specify a
correctiveactionor explainwhyitis notneeded:

O

O

Wastewater /liquids are beingreleased /
discharged to water(stream/pond/lake) or on terrain

There are penaltiesfrom regulatory authorities for
exceedance of established limits for wastewater

discharge

No wastewater treatment facilities or they operate
improperly

Leakages, disposals, liquid waste or

wastewater drains stream/river/pond/soil
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4.3 | Checkissues related to waste managementand once
selected please specifya corrective actionor explain
why not needed:

O Inappropriate storage /handling of hazardous
wastes (evidence: scrap littering, linkages of liquid
wastes, smell,no designated areasfor waste
storage and etc.)

O No contracts for hazardous, toxic and other wastes
transfer disposal (landfill, private collector,
municipality)

O No personresponsible for waste management

O Thereis evidence ofland pollution and lack of
waste handlingmechanism

5. | Safetyissues
Check if adequate fire protection is in place (serviced
fire extinguishers, hydrants with hoses, signs for fire
equipment and safety practice, smoke/heat sensors,
alarmsystem connected to these sensors, fire exits well
marked and convenient?). If no, specify a corrective
action.

6. | Laborissues

Does the company have a Human Resource (HR)
Policy and procedures thatis consistent with the
requirements of the nationallabor laws? Please
highlight the major policies covered.

Checkthelaborissues and onceany ofitembelowis
selected please specifya corrective actionor explain

why not needed:
O No Personal Protective Equipment provided
(e.g.,safety goggle/hard hat/protective glove)

O Inadequate employee health and safety

measures (e.g., fall prevention/ventilation)

O Inadequate working conditions (e.g, air

quality/lighting/confined spaces/on-
site hygiene)

O Inadequate termsofemployment (e.g., working

hours/rest breaks/time off/overtime pay)

O Unequal employment opportunities (e.g.,
discrimination againstgender/ethnic
group/age)

Payment below minimumwage

Employees below minimum age

Child or forced labor

No process foremployees to voice complaints
No recognition of employee organizations/labor
unions

Ooo00ogao
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7. | Social issues

O Land acquisition required
Displacement/resettlement oflocal communities
Impact on local settlements/livelihood

Impact onindigenous peoples

Complaints from neighbors/communities

On or adjacent to site of cultural/archaeological
importance

ooooao

SUMMARY OF E&S ISSUES (Please provide a summary addressing the management of the main E&S issues
associated with the client’s business)

E&S Action Plan

Issue Identified Action Required __| CompletionDate

Progress as well as E&S related issues should be monitored while site visits.

Standard E&S clauses—guide to be included in facility agreements between PFls and sub-borrowers
(Particularly for PFIS who will be developing new ESMSs). Please see sample guide below that can be
modified by each PFI along those lines:

Eachsub-borrower shall;

(i) Comply with all environmental and social laws of Georgia.

(i) Shall obtain, maintain and ensure compliance with all requisite environmental and social
permits.

(iii) Implement procedures to monitor compliance with and to prevent liability under any
environmental law.
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