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LOAN AGREEMENT
(Special Operations)

LOAN AGREEMENT dated 2-1-47.20/4Y between GEORGIA
(“Borrower”) and ASIAN DEVELOPMENT BANK ("ADB").

WHEREAS

(A) ADB has received from the Borrower a development policy letter dated
18 September 2014 (“Policy Letter”), setting forth certain objectives, policies and actions,
described in Schedule 1 to this Loan Agreement, designed to develop the Borrower's

financial sector (“Program”);

(B) the Program comprises the first subprogram of a programmatic
approach, as described in paragraph 1 of Schedule 1 to this Loan Agreement
(“Programmatic Approach”), and the Borrower has applied to ADB for (i) a loan from ADB'’s
ordinary capital resources and (ii) a loan from ADB'’s Special Funds resources, in each case

for the purposes of the Program;

(©) by an agreement of even date herewith between the Borrower and
ADB (“Ordinary Operations Loan Agreement”), ADB has agreed to lend to the Borrower from
ADB's ordinary capital resources an amount of sixteen million Dollars ($16,000,000) for the

purposes of the Program; and

(D) ADB has agreed to make a loan to the Borrower from ADB'’s Special
Funds resources upon the terms and conditions set forth herein;

NOW THEREFORE the parties agree as follows:

ARTICLE |

Loan Regulations; Definitions

Section 1.01. All the provisions of the Special Operations Loan
Regulations of ADB, dated 1 January 2006 (“Loan Regulations”), are hereby made
applicable to this Loan Agreement with the same force and effect as if they were fully set
forth herein, subject, however, to the following modifications:

(a) Section 2.01(24) is deleted and the following is substituted therefor:

24. The term “Program” means the program for which ADB
has agreed to make the Loan, as described in the Loan
Agreement and as the description thereof may be amended
from time to time by agreement between ADB and the

Borrower.



(b) The term “Project” wherever it appears in the Loan Regulations shall
be substituted by the term “Program”.

(c) Section 2.01(26) is deleted and the following is substituted therefor:

26. The term “Program Executing Agency” means the entity
or entities responsible for the carrying out of the Program as
specified in the Loan Agreement.

(d) The term “Project Executing Agency” wherever it appears in the Loan
Regulations shall be substituted by the term “Program Executing Agency”.

Section 1.02. Wherever used in this Loan Agreement, the several
terms defined in the Loan Regulations have the respective meanings therein set forth unless
modified herein or the context otherwise requires. Additional terms used in this Loan
Agreement have the following meanings:

(a) “‘Counterpart Funds” means the local currency generated from the
Loan proceeds under the Program and referred to in paragraph 6 of Schedule 4 to this Loan
Agreement;

(b) “Deposit Account” means the account referred to in paragraph 3 of
Schedule 3 to this Loan Agreement;

(c) “Eligible Imports” means the total imports of the Borrower during the
relevant period minus the following imports during the same period:

(i) imports from countries which are not members of ADB,;

(i) imports of ineligible items specified in Attachment 1 to
Schedule 3 to this Loan Agreement; and

(iii) imports financed by official international or bilateral aid
agencies or any other loans or grants made by ADB;

(d) “Eligible ltems” means the Eligible Imports and services in connection
with the delivery and installation of such imports;

(e) ‘Loan Disbursement Handbook” means ADB’s Loan Disbursement
Handbook (2012, as amended from time to time);

(f) ‘MOESD” means the Ministry of Economy and Sustainable
Development of the Borrower or any successor thereto;

(9) ‘MOF” means the Ministry of Finance of the Borrower or any
successor thereto;

(h) “NBG” means the National Bank of Georgia or any successor thereto;

(i) “Policy Matrix” means the matrix of policy actions as agreed between
the Borrower and ADB and included as Attachment 2 to Schedule 3 to this Loan Agreement



which sets forth actions accomplished or to be accomplished by the Borrower under the
Programmatic Approach; and

() “Program Executing Agency” for the purposes of, and within the
meaning of, the Loan Regulations means MOF or any successor thereto acceptable to ADB,
which is responsible for the carrying out of the Program.

ARTICLE Il

The Loan

Section 2.01. ADB agrees to lend to the Borrower from ADB’s Special
Funds resources an amount in various currencies equivalent to thirty nine million two
hundred eighty six thousand Special Drawing Rights (SDR 39,286,000).

Section 2.02. (a) The Borrower shall pay to ADB an interest
charge at the rate of 2% per annum during the grace period and thereafter, on the amount of
the Loan withdrawn from the Loan Account and outstanding from time to time.

(b) The term “grace period” as used in paragraph (a) of this Section
means the period prior to the first Principal Payment Date in accordance with the
amortization schedule set forth in Schedule 2 to this Loan Agreement.

Section 2.03. The interest charge and any other charge on the Loan
shall be payable semiannually on 15 May and 15 November in each year.

Section 2.04. The Borrower shall repay the principal amount of the
Loan withdrawn from the Loan Account in accordance with the amortization schedule set
forth in Schedule 2 to this Loan Agreement.

Section 2.05. The currency of repayment of the principal of the Loan
and the currency of payment of the interest charge for the purposes of Sections 4.03(a) and
4.04 of the Loan Regulations shall be the Dollar.

ARTICLE lll

Use of Proceeds of the Loan

Section 3.01. The Borrower shall cause the proceeds of the Loan to
be applied to the financing of expenditures on the Program in accordance with the provisions
of this Loan Agreement.

Section 3.02. The proceeds of the Loan shall be withdrawn in
accordance with the provisions of Schedule 3 to this Loan Agreement, as such Schedule
may be amended from time to time by agreement between the Borrower and ADB.



Section 3.03. Withdrawals from the Loan Account shall be made only
on account of expenditures relating to Eligible ltems which:

(a) are produced in, and are supplied from, such member countries of
ADB as shall have been specified by ADB from time to time as eligible
sources for procurement; and

(b) meet such other eligibility requirements as shall have been specified
by ADB from time to time.

Section 3.04. The Loan Closing Date for the purposes of Section 8.02
of the Loan Regulations shall be 31 December 2014 or such other date as may from time to
time be agreed between the Borrower and ADB.

ARTICLE IV

Particular Covenants

Section 4.01. In the carrying out of the Program, the Borrower shall
perform, or cause to be performed, all obligations set forth in Schedule 4 to this Loan
Agreement.

Section 4.02. (@) The Borrower shall maintain, or cause to be
maintained, records and documents adequate to identify the Eligible Items financed out of
the proceeds of the Loan and to record the progress of the Program.

(b) The Borrower shall enable ADB's representatives to inspect any
relevant records and documents referred to in paragraph (a) of this Section.

Section 4.03. As part of the reports and information referred to in
Section 6.05 of the Loan Regulations, the Borrower shall furnish, or cause to be furnished, to
ADB all such reports and information as ADB shall reasonably request concerning the
implementation of the Program, including the accomplishment of the targets and carrying out
of the actions set out in the Policy Letter.

ARTICLE V

Effectiveness

Section 5.01. The following are specified as additional conditions to the
effectiveness of this Loan Agreement for the purposes of Section 9.01(f) of the Loan
Regulations: the Ordinary Operations Loan Agreement shall have been duly executed and
delivered on behalf of the Borrower and all conditions precedent to its effectiveness (other
than a condition requiring the effectiveness of this Loan Agreement) shall have been fulfilled.



Section 5.02. The following is specified as an additional matter, for
the purposes of Section 9.02(d) of the Loan Regulations, to be included in the opinion or
opinions to be furnished to ADB: that the Ordinary Operations Loan Agreement has been
duly authorized by or ratified by, and executed and delivered on behalf of, the Borrower, and
is legally binding upon the Borrower in accordance with its terms.

Section 5.03. A date 30 days after the date of this Loan Agreement is

specified for the effectiveness of the Loan Agreement for the purposes of Section 9.04 of the
Loan Regulations.

ARTICLE VI
Miscellaneous
Section 6.01. The Minister of Finance of the Borrower is designated
as representative of the Borrower for the purposes of Section 11.02 of the Loan Regulations.

Section 6.02. The following addresses are specified for the purposes
of Section 11.01 of the Loan Regulations:

For the Borrower

Ministry of Finance
16 Gorgosali Street, 0114
Thilisi, Georgia

Facsimile Number:

(99532) 2261 461.
For ADB

Asian Development Bank

6 ADB Avenue

Mandaluyong City

1550 Metro Manila

Philippines

Facsimile Numbers:

(632) 636-2444
(632) 636-2424.



IN WITNESS WHEREOF the parties hereto, acting through their
representatives thereunto duly authorized, have caused this Loan Agreement to be signed in
their respective names as of the day and year first above written and to be delivered at the

principal office of ADB.
GEORGIA /é

By 4W

NODAR KHADURI
Minister of Finance

ASIAN DEVELOPMENT BANK

By m&\
KATHIE JULfAN

Country Director
Georgia Resident Mission




SCHEDULE 1

Description of the Program

1. The principal objective of the Programmatic Approach is more effective
domestic resource mobilization for increased public and private investment. The
Programmatic Approach comprises three subprograms and the Program is the first
Subprogram. The Program is described in more detail in the Policy Letter and the Policy
Matrix.

2. The Program was completed on 22 September 2014.



SCHEDULE 2
Amortization Schedule

(Improving Domestic Resource Mobilization for Inclusive Growth Program —
Subprogram 1)

*

The arrangements for payment are subject to the provisions of Sections 3.04 and 4.03 of the Loan

Regulations.

Date Payment Due

Payment of Principal

(expressed in Special

Drawing Rights)*

15 May 2020 982,200.00
15 November 2020 982,200.00
15 May 2021 982,200.00
15 November 2021 982,200.00
15 May 2022 982,200.00
15 November 2022 982,200.00
15 May 2023 982,200.00
15 November 2023 982,200.00
15 May 2024 982,200.00
15 November 2024 982,200.00
15 May 2025 982,200.00
15 November 2025 982,200.00
15 May 2026 982,200.00
15 November 2026 982,200.00
15 May 2027 982,200.00
15 November 2027 982,200.00
15 May 2028 982,200.00
15 November 2028 982,200.00
15 May 2029 982,200.00
15 November 2029 982,200.00
15 May 2030 982,200.00
15 November 2030 982,200.00
15 May 2031 982,200.00
15 November 2031 982,200.00
15 May 2032 982,200.00
15 November 2032 982,200.00
15 May 2033 982,200.00
15 November 2033 982,200.00
15 May 2034 982,200.00
15 November 2034 982,200.00
15 May 2035 982,200.00



*

Date Payment Due

15 November 2035
15 May 2036
15 November 2036
15 May 2037
15 November 2037
15 May 2038
15 November 2038
15 May 2039
15 November 2039

TOTAL

Payment of Principal
(expressed in Special

Drawing Rights)*

982,200.00
982,200.00
982,200.00
982,200.00
982,200.00
982,200.00
982,200.00
982,200.00
980,200.00

39,286,000.00

Schedule 2

The arrangements for payment are subject to the provisions of Sections 3.04 and 4.03 of the Loan

Regulations.
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SCHEDULE 3

Withdrawal of Loan Proceeds

1. Except as ADB may otherwise agree, the following provisions of this Schedule
shall apply to the withdrawal of Loan proceeds from the Loan Account.

2. (a) An application for withdrawal from the Loan Account shall be submitted
to ADB by the Borrower and shall be in a form satisfactory to ADB.

(b) Such withdrawal applications shall be accompanied by a certificate of
the Borrower confirming that with respect to each year during which the proceeds of the Loan
are expected to be disbursed, the value of the Eligible Imports is expected to be greater than
the amount of the Loan expected to be disbursed during such year.

(c) The Borrower shall allow experts appointed by ADB to verify the value
of Eligible Imports during any period in respect of which the Borrower has certified the value
of Eligible Imports in its withdrawal application.

3. (a) Prior to submitting the first application to ADB for withdrawal from the
Loan Account, the Borrower shall nominate a sub-account of the State Treasury FX account
(the Deposit Account) at NBG into which all withdrawals from the Loan Account shall be
deposited. The Deposit Account shall be established, managed and liquidated in accordance
with terms and conditions satisfactory to ADB.

(b) Separate accounts and records in respect of the Deposit Account shall
be maintained in accordance with accounting principles acceptable to ADB. Upon ADB'’s
request, the Borrower shall have the financial statements for the Deposit Account audited by
independent auditors, whose qualifications, experience and terms of reference are
acceptable to ADB, in accordance with international standards for auditing or the national
equivalent acceptable to ADB. Promptly after their preparation but in any event not later than
6 months after the date of ADB’s request, copies of such audited financial statements and
the opinion of the auditors on the financial statements, in the English language, shall be
furnished to ADB.

(c) Throughout the Program implementation period, the Borrower shall
submit trade statistics and any other information as ADB may require from time to time to
assess the Borrower’s compliance with the formula for determining Eligible Imports.

4. The Borrower may withdraw the Loan upon effectiveness of this Loan
Agreement.
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Attachment 1 to Schedule 3

Negqative List

No withdrawals will be made for the following imports:

(i)

expenditures for goods included in the following groups or sub-groups of the
United Nations Standard International Trade Classification, Revision 3 (SITC,
Rev. 3) or any successor groups or sub-groups under future revisions to the
SITC, as designated by ADB by notice to the Borrower:

Table: Ineligible ltems

Chapter Heading Description of Items
112 Alcoholic beverages
121 Tobacco, unmanufactured; tobacco refuse
122 Tobacco, manufactured (whether or not containing tobacco
substitute)
525 Radioactive and associated materials
667 Pearls, precious and semiprecious stones, unworked or
worked
718 718.7 Nuclear reactors, and parts thereof, fuel elements (cartridges),
nonirradiated for nuclear reactors
728 728.43  Tobacco processing machinery
897 897.3 Jewelry of gold, silver or platinum-group metals (except
watches and watch cases) and goldsmiths’ or silversmiths’
wares (including set gems)
971 Gold, nonmonetary (excluding gold ore and concentrates)
Source: United Nations.

(ii)

(i)

expenditures in the currency of the Borrower or for goods supplied from the
territory of the Borrower;

expenditures for goods supplied under a contract that any national or
international financing institution or agency will have financed or has agreed to
finance, including any contract financed under any loan or grant from the ADB;

expenditures for goods intended for a military or paramilitary purpose or for
luxury consumption;

expenditures for narcotics;

expenditures for environmentally hazardous goods, the manufacture, use or
import of which is prohibited under the laws of the Borrower or international
agreements to which the Borrower is a party; and

expenditures on account of any payment prohibited by the Borrower in
compliance with a decision of the United Nations Security Council taken under
Chapter VII of the Charter of the United Nations.
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Attachment 2 to Schedule 3

Policy Matrix
Policy Actions Subprogram 1 Subprogram 2 Subprogram 3
2014 2015 2016
(Indicative) (Indicative)
Output 1: Improved Management of Debt, Cash and Fiscal Risk
Strengthened MOF approves internal | MOF prepares and MOF submits to
debt and cash procedures manual for approves a Debt parliament any
management external borrowing for Strategy for medium | required amendments

investment project
financing and budget
support describing the
scheme of process
including roles of NBG,
MOESD, Ministry of
Justice and the
parliament for signing,
ratification and effectivity

MOF approves
procedure manuals for
the processing of public
debt service, debt data
recording and validation
for efficient debt
management and
monitoring process

MOF publishes on its
web site: a) information
on projects and
programs financed by
external sources
covering total loan
amounts, disbursed
amounts and reflected in
the State Budget and b)
a statistical bulletin on
public debt presenting
overall performance,
treasury securities
issuances and
transactions on primary
markets

term debt
management
covering loan
portfolio, goals and
principles of incurring
new debt and issues
of debt sustainability

MOF prepares an
action plan to
strengthen the Middle
Office (analytical)
function of the
PDEFD for advising
on terms of funding
for government
projects and
evaluating public debt
portfolio

MOF develops a
systematic process
for debt and loan
guarantees
recordkeeping,
reporting and
validation

MOF sets up a

to the public debt
legislation
underpinning the Debt
Strategy

MOF strengthens
Middle Office with an
upgraded debt
management and risk
analysis system
integrated with the e-
budget and e-treasury
systems

MOF reports on
guarantees in
government’s financial
statements covering
face value
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Attachment 2 to Schedule 3

Policy Actions Subprogram 1 Subprogram 2 Subprogram 3
2014 2015 2016
(Indicative) (Indicative)
dedicated analytical
function for cash flow
forecasting with
adequate budget and
personnel
Strengthened MOF conducts an MOF establishes a MOF provides
management of | inventory indicating dedicated staffed and | information on the
fiscal risk fiscal position of large budgeted function to | debt of SOEs and

SOEs and their audited
financial situation

MOF develops a
strategic template for
monitoring and dealing
with all types of fiscal
risk confronting the
country

manage fiscal risks
including contingent
liabilities of SOEs and
PPP projects

MOF establishes
procedures, assigns
institutional
responsibilities, and
sets aside adequate
human and financial
resources to monitor
and advise on the
management of the
different types of
fiscal risk confronting
the government

MOF carries out a

first complete

assessment of:

(i) macro risk
assessment

(i) external debt
sustainability
analysis

(iii) review of risk
associated with
loan guarantees
and other similar
contingent
liabilities

contingent liabilities of
SOEs and PPPs as a
supplement to the
state budget
documents

MOF carries out a first

complete assessment

of:

(i) financial sector
risks

(i) assessment of
fiscal risks SOEs
represent

Output 2. Strengthened Revenue and Public Expenditure Management

Increased
effectiveness

GRS implements
strengthened tax

GRS recovers arrears
from active tax

GRS starts the
process of writing off
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Attachment 2 to Schedule 3

Policy Actions

Subprogram 1
2014

Subprogram 2
2015
(Indicative)

Subprogram 3
2016
(Indicative)

and efficiency of
revenue
collection

collection procedures by
establishing a new
dedicated and budgeted
Administrative
Department

GRS approves a
strategy to reduce the
statutory time limitation
of tax notices and
taxpayer notices
incrementally from 6 to 3
years to shorten tax
liability imposition period
providing relief to
taxpayers

GRS approves an action
plan to phase out the
Alternative Audit
Program and to increase
capacity of in-house
audit, including in
specialized sectors

payers amounting to
at least GEL80 million
for the current tax
year

GRS reduces the
statutory time
limitation of tax
notices and taxpayer
notices from 6 to 5
years shortening tax
liability imposition
period providing relief
to taxpayers

GRS increases the
number of in-house
tax auditors to at
least 275 (from the
current 230 out of
which 110 are
women),
correspondingly
decreasing the
number of alternative
auditors

tax arrears of defunct
businesses on the
basis of legally
approved categories

GRS reduces the
statutory time
limitation of tax
notices and taxpayer
notices from 5 to 4
years shortening tax
liability imposition
period providing relief
to taxpayers

GRS completes the
phasing out of
alternative auditors by
increasing the number
of in-house tax
auditors to at least
330 out of which 150
are women

Improved public
expenditure
management

MOF prepares
amendments to the
budget code to allow for
LSG and LEPL finances
to be managed through
the electronic PFMS and
their payments and
receipts through the
TSA

MOF provides
supplementary
information on types and
funding of capital
projects in the state
budget documents

All cash operations of
LSGs and LEPLs
(except schools and
kindergartens) are
channeled through
the TSA and the
budgeting, budget
execution and
accounting processes
through the PFMS

The relevant
government agencies
identify gaps in the
legal and regulatory
framework for
preparation, appraisal
and implementation
of public private

The relevant
government agencies
prepare drafts of
regulations to address
any identified gaps in
the legal and
regulatory framework
of public private
partnership projects
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Attachment 2 to Schedule 3

Policy Actions Subprogram 1 Subprogram 2 Subprogram 3
2014 2015 2016
(Indicative) (Indicative)
partnership projects and any required legal
amendments

Strengthening of
local
government
finances

Parliament approves the
Local Self Governance
Code in February 2014

paving the way for
reforms in
intergovernmental
finances including
capital transfers and
special transfers

Government submits
to parliament
proposals for
amendments to the
Budgetary Code
defining the
separation of
revenues among the
budgets of state,
autonomous regions
and municipalities

Government ensures
that intergovernmental
transfers increase in
line with GDP growth
or at least by GEL30-
40 million in the
current budget year

Output 3. Enhanced Generation of Domestic Savings

Streamlining
Universal
Pension —Zero
Pillar

MOESD, MOF and
MOLHSA complete
forecast of present
and future cost of
Universal Pensions
under various
scenarios using Prost
Modeling and other
approaches

MOESD, MOF and
MOLHSA submit to
government pension
system revisions
which ensure
continuity of
equitable treatment
for men and women

MOLHSA and MOF
submits to Cabinet for
approval the overall
policy on future Zero
Pillar

Government approves
the pension system
revisions which
ensure continuity of
equitable treatment of
men and women

Establishing
sustainable
private pension
savings system
with quasi-
mandatory
elements —
Hybrid or Joint
Pillar
(combination of
pillars 2 and 3)

MOESD establishes a

pension reform unit with

adequate budget and
staffing and an
interagency working
group to devise a time
bound action plan on
designing a new
pension system

MOESD completes
analysis of the key
areas of pension
system design and
structure, including
continued equitable
treatment of men and
women, and hybrid/
joint nature
incorporating
mandatory and

MOESD develops and
implements
personified reporting,
recordkeeping and
individual account
system to make the
new scheme
operational




16

Attachment 2 to Schedule 3

Policy Actions Subprogram 1 Subprogram 2 Subprogram 3
2014 2015 2016
(Indicative) (Indicative)
voluntary dimensions
MOESD issues a public | MOESD issues
notification on the broad | consensual paper on | MOESD drafts

concept and direction of
pension reforms
including mandatory and
voluntary systems

the nature of hybrid
pillar including issues
like membership,
contributions, tax
considerations,
benefits, gender, and
relationships with
zero pillar

MOESD submits to
Cabinet for approval
a strategy and time-
bound action plan for
pension reforms,
including legal and
regulatory gaps, data
privacy and tax
legislation

MOESD and MOF
develop approach for
public awareness
programs for zero
and hybrid/ joint
pillars, outlining
specific measures for
continuity of equitable
treatment of men and
women

MOESD completes
the review of existing
structure of private
pensions to
incorporate any
required changes in
the related legislation

legislation either as
amendments to Basic
Law on Pensions for
Hybrid or Joint pillar or
through introducing
independent
legislation, allowing for
subsidiary legislation
to be introduced later

MOESD launches
communication
campaign with nation-
wide public awareness
drives on benefits of
hybrid pillar, including
gender aspects

MOESD drafts
amendments to the
Law on Voluntary
savings covering
private pensions and
submits to Parliament
for approval

Output 4. Increased Mobilization of Private resources for Investment

Developing

| Government approves

| MOESD issues a

| MOESD launches a
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Attachment 2 to Schedule 3

Policy Actions

Subprogram 1
2014

Subprogram 2
2015
(Indicative)

Subprogram 3
2016
(Indicative)

capital markets
for mobilizing

Socioeconomic
Development Strategy

public notification on
the concept and

public awareness
campaign on benefits

long-term of Georgia 2020 in June | direction of capital of capital market
finance 2014 committing to market reforms, reform plan including
policies to mobilize including corporate investor protection,
investments and securities, expanding | financial instruments
develop financial bond market and for investment, long
intermediation money market term savings, gender
instruments for aspects and close link
secured interbank with pensions reforms
trading
MOESD completes
Government together the review of laws,
with NBG establishes an | MOESD submits to bylaws, regulations on
interagency working Cabinet for approval | investment,
group to devise a time a strategy and time- governance, risk
bound action plan on bound action plan for | management and fund
capital market reform capital market managers essential
and development reforms, including for managing
addressing legal and | investments, including
regulatory gaps and private pension
improving the savings captured in a
structure and policy brief
efficiency of the
market infrastructure
MOESD contributes to
money market
development by
approving accounting
and prudential
regulations for repos
and securities lending
Enhancing MOESD establishes the | MOESD allocates a MOESD allocates a
access to Entrepreneurship budget of GEL20 budget of GEL25
finance for small | Development Agency million to the million to the
business with adequate staffing, Entrepreneurship Entrepreneurship

financing and
development
with gender
targeting

work plan and budget of
GEL110 million for
2014-2018 allocating
GEL19 million for 2014

MOESD establishes the
Innovation and
Technology Agency with
adequate staffing, work

Development Agency

MOESD allocates a
budget of GEL6
million to the Georgia

Development Agency

MOESD allocates a
budget of GEL8
million to the Georgia
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Attachment 2 to Schedule 3

Policy Actions Subprogram 1 Subprogram 2 Subprogram 3
2014 2015 2016
(Indicative) (Indicative)
plan and allocated Innovation and Innovation and
budget of GEL20 million | Technology Agency Technology Agency

for 2014-2016 allocating
GELS6 million for 2014

EDA (within its budget)
establishes a concept
for a matching grant
facility and other
financial products for
micro, small and
medium-sized
enterprises with GEL3
million with 20%
earmarked for women’s
businesses

GITA (within its budget)
establishes financial
instruments like mini
grants, matching grants
and innovation vouchers
to support private sector
innovation and
technology development
with GEL2 million, with
20% earmarked for
women businesses

Government adopts
Gender Action Plan,
which ensures equal
participation of men and
women in economic and
business activities,
equal participation in
professional and
business educational
programs. Special
attention is paid to
business trainings for
women that will increase

EDA (within its
budget) expands
matching grant facility
for micro, small and
medium-sized
enterprises by GEL4
million, depending on
performance/ fund
utilization, with 30%
earmarked for women
businesses

GITA (within its
budget) expands
financial instruments
to support private
sector innovation and
technology
development with
GEL3 million,
depending on
performance/ fund
utilization, with 30%
earmarked for women
businesses

Government
implements the
gender action plan
and publicly reports
on results included in
the program policy
areas such as small
business training and
financing

EDA (within its
budget) expands
matching grant facility
for micro, small and
medium-sized
enterprises by GEL5
million, depending on
performance/ fund
utilization, with 40%
financing earmarked
for women businesses

GITA (within its
budget) expands
financial instruments
to support private
sector innovation and
technology
development with
GEL4.5 million,
depending on
performance/ fund
utilization, with 40%
earmarked for women
businesses

Government
implements the
gender action plan
and publicly reports on
results included in the
program policy areas
such as small
business training and
financing
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Attachment 2 to Schedule 3

Policy Actions

Subprogram 1
2014

Subprogram 2
2015
(Indicative)

Subprogram 3
2016
(Indicative)

access to finance for
female entrepreneurs.

EDA = Entrepreneur Development Agency, EU = European Union, GDP = gross domestic product, GEL=
Georgian Lari, GITA= Georgia Innovation and Technology Agency GRS = Georgia Revenue Service, LEPL =
legal entities of public law, LSG = Local Self Governments, MOESD = Ministry of Economy and Sustainable
Development, MOF = Ministry of Finance, MOLHSA= Ministry of Labor, Health and Social Affairs, NBG=
National Bank of Georgia, PFMS = Public Financial Management Information System, PDEFD = Public Debt and
External Financing Department, PPP = public—private partnership, SOEs = state owned enterprises, TSA =
Treasury Single Account.
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SCHEDULE 4

Program Implementation and Other Matters

Implementation Arrangements

1. The MOF shall be the Program Executing Agency and shall be responsible for
the overall implementation of the Programmatic Approach, including compliance with all
policy actions, disbursements and maintaining records. The MOF and MOESD shall be the
implementing agencies for the Programmatic Approach.

2. The Borrower shall form a Program Steering Committee comprising senior
officials from both the MOF and MOESD and which shall be chaired by the Deputy Minister of
Finance. The Program Steering Committee will meet semi-annually to review progress in
achieving the agreed policy actions under the Programmatic Approach.

3. The Borrower shall ensure that MOF and MOESD are adequately staffed and
provided with the necessary financial, technical and other resources to perform their
respective functions as executing or implementing agencies under the Programmatic
Approach. ADB shall closely collaborate with MOF and MOESD on the technical support for
the policy actions contemplated under the second and subsequent subprograms of the
Programmatic Approach.

Policy Actions and Dialogue

4. The Borrower shall ensure that all policy actions adopted under the Program,
as set forth in the Policy Letter and the Policy Matrix, continue to be in effect for the duration
of the Programmatic Approach.

5. The Borrower shall keep ADB informed of policy discussions with other
multilateral and bilateral aid agencies that may have implications for the implementation of
the Programmatic Approach and shall provide ADB with an opportunity to comment on any
resulting policy proposals. The Borrower shall take into account ADB’s views before finalizing
and implementing any such proposal.

Use of Counterpart Funds

6. The Borrower shall ensure that the Counterpart Funds are used to support
financing of the implementation of certain programs and activities consistent with the
objectives of the Programmatic Approach.

Governance and Anticorruption

7. The Borrower, MOF and MOESD shall: (a) comply with ADB's Anticorruption
Policy (1998, as amended to date) and acknowledge that ADB reserves the right to
investigate directly, or through its agents, any alleged corrupt, fraudulent, collusive or
coercive practice relating to the Program; and (b) cooperate with any such investigation and
extend all necessary assistance for satisfactory completion of such investigation.



21
Schedule 4

Review

8. The Borrower shall carry out a review of the Program with the participation of
ADB for the design of the remaining subprograms of the Programmatic Approach. The
review shall take into account experiences from Program implementation and
recommendations from other ADB assistance to the Borrower in the finance sector. The
Borrower acknowledges that the review described in this paragraph does not obligate ADB to
make loans for any further subprogram under the Programmatic Approach and that any
further subprogram for the Programmatic Approach is subject to ADB Board approval.



