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The EFSE Development Facility
Taking development finance to the next level

5 years of enriching partnerships through
knowledge sharing and support
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Ta b I e Of C o n te n ts EUROPEAN FUND FOR SOUTHEAST EUROPE

|. EFSE and the EFSE Development Facility: Working towards a
common goal

* Objectives

ll. A unique approach: What we do and how we work
* Instruments and range of activities
« Orgnaisational set-up and fundung sources

lll. 5 years of targeted support: What we have achieved
* Achievements in fugures and highlights
* Regional outreach

V. Outlook: A continued committment
« 2011 and beyond
* Principles guiding our work
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EFSE and the EFSE Development Facility ...
Working towards a common goal

The EFSE DF
Created in 2006 to maximise the impact of EFSE’s investment activities

Objectives

* Increasing sustainable outreach and impact on EFSE’s target group of

MSE and low-income households
» Mitigating the risk of EFSE’s investment portfolio
* Providing relevant market information for financial sector stakeholders

« Strengthening financial systems and foster prosperity in the Fund’s target

countries


Vorführender
Präsentationsnotizen
From the DF Poilcy:

The primary rationale for the DF derives from the Fund’s mission statement. The overall goal of the Fund is to “foster economic development and prosperity in the Southeast Europe region”. Mainly, this will be achieved through the provision of development finance by the Fund through various investment instruments. However, in order to realise the full development potential of the Fund’s investments, both within the PLIs as well as among the final recipients of sub-loans, the Fund’s investments may need to be complemented by technical assistance and other development-oriented activities.

The secondary rationale derives from the Fund’s principle of working with “qualified” financial institutions on a “sustainable” basis, as described in its mission statement. However, not all PLIs may at all times be fully “qualified” and hence, may expose the Fund to an increased risk in its investments. This may apply to potential new PLIs but also, for instance, to existing PLIs which may face problems, threatening the sustainability of the investment, or upon introduction of new financial products. Technical assistance can assist in strengthening these PLIs which – in case of existing PLIs with outstanding investments – will directly improve the risk exposure of the Fund. 
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What we do and how we work




Diverse instruments to reach our goals HSE

Complementary support through 3 project types emormrunsronsoumesreuore

Individual technical assistance (TA) and training: Hands-on support to
enhance institutions’ ability to serve MSEs and low-income households

« 99 tailor-made projects for financial intermediaries approved since inception

* During last 2 years, TA for credit risk and delinquency management was provided to
11 MFls in various countries in Southeast Europe

Financial sector support: Facilitation of dialogue and sector infrastructure
« 5 Responsible Finance events organised in Albania, Kosovo, BiH, Serbia and Georgia
« Support for creation of debt advice centre for microcredit borrowers in BiH

Applied research: Knowledge creation to better address sector needs
* Frontrunner in research on over-indebtedness (BiH, Kosovo, Azerbaijan)

« 3 Development Impact Studies completed: housing finance, employment effects,
agricultural finance
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Vorführender
Präsentationsnotizen
Individual TA and training:
We provide hands-on support to PLIs in enhancing their ability to serve micro and small enterprises (MSEs) and low-income
households, and remain efficient and effective intermediaries for MSE and housing finance. Projects are tailored 
specifically to the needs of each PLI and its organisation. The support we provide ranges from advisory services and coaching
to product and systems development.

Financial Sector Support:
Here, we work as a facilitator with sector institutions, e. g. central banks, microfinance and banking associations as well as credit
information bureaus, in guiding transformational processes in the financial sector. This includes, for example, fostering sector-wide
dialogue through workshops on Responsible Finance. Our efforts also touch the final borrowers, i. e. MSEs and low-income households,
by raising financial literacy and risk awareness through educational materials.

Research and development
Over-indebtedness, microfinance sector consolidation and foreign currency lending risks are only a few of the areas in which the EFSE
DF’s applied research creates new knowledge, enabling it to recalibrate its activities to better address institutional and sector needs.

Development Impact Studies:

These studies are funded by the EFSE Development Facility and implemented by independent research experts. Besides
measuring progress towards the EFSE’s development finance objectives, these impact assessments also provide insights
into the ways in which increased access to micro and small enterprise finance is transforming the living and working conditions
of borrowers, and affecting economies as a whole. They also give valuable indications as to how the EFSE can better address
evolving needs in the context of its development mission. Impact studies are a combination of desk studies and fi eld research at the
level of PLIs and customers, including borrower surveys and control groups.
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A set of guiding operating principles
Earned us a reputation of speed, pragmatism
and demand orientation

Agile response High impact Cost-sharing
support

Shared Comprehensive
responsibility support

The EFSE DF: committed to supporting EFSE's partner institutions to serve
the financial needs of MSEs and low income households.

11


Vorführender
Präsentationsnotizen
Agile response: A lean organisation with short decision paths that builds on
local talent is able to respond quickly and effectively with targeted solutions to the specific needs of PLIs and sector players.

High-impact support: Capacity building is focused on key areas or processes and structured in short, intensive projects so PLIs can more thoroughly absorb and internalise training and consulting input

Cost-sharing: As a rule, PLIs share in the cost of the assistance provided.
This reinforces their commitment to achieving success and maintaining a partnership with us.

Shared responsibility: The EFSE DF and the institutions on the ground jointly select the consultants who will be carrying out the projects, involving the institution in the process of project design and enhancing a sense of ownership.

Comprehensive support: A combination of dedicated consulting services, training seminars and on-the job coaching strengthens the PLI’s core expertise and equips it for independent knowledge development.




Development Facility funding sources mSE

An innovative funding strategy EUROPEANFUND FOR SOUTHEAST k0P

The EFSE Development Facility has 3 sources of funding: private and public
donors, partner lending institutions and share of EFSE profits

®m EFSE, share of profit (39%)
* Every year, EFSE sets

aside a share of its profits
for the Development
Facility

mPL| Cost Contribution (23%)
DANIDA (9%)

SDC (10%
« Equal contribution of n (10%)

private and public FMO (8%)

investors through

retained dividends OeEB (3%)
BMZ (6%)

« EFSE share covers 50%
of project costs paid by
donors

VR Leasing (2%)

Innovative funding strategy ensures sustainable access to funds for the
Development Facility i


Vorführender
Präsentationsnotizen
 
In line with the EFSE’s public-private partnership model, the EFSE Development Facility’s funding is a combination
of dedicated donor funds, private donations and EFSE profits.

Combined with a meaningful cost contribution by EFSE partner institutions, this ensures a sustainable funding base for our technical assistance, training and
research activities.

EFSE Waterfall contribution: 
Annualy up to 0.20% of the Fund‘s gross investment portfolio outstanding (for 2011:  0,17%)



Organisational structure and governance HSE

EUROPEAN FUND FOR SOUTHEAST EUROPE

* Independent entitiy
Donors of the EFSE Development Facility
« Transparent governance

and independent decision provide funding together with EFSE and partner institutions
making body

» Efficient operation by private KfW. FMO. SDC. OeEB
manager

» Strict separation between U
project development and Technical Assistance Management
implementaton

» Clear and transparent i
procurement guidelines
for consultant selection
Partner Institutions

« Pool of over 70 and other financial sector players
consultants
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Vorführender
Präsentationsnotizen
Organisation:

The EFSE Development Facility is set up as a trust fund. It is overseen by the Development Facility Committee (DFC), which represents
the DF’s donors and ultimately reviews and approves all projects. The DFC is currently comprised of representatives from the German
Development Bank (KfW), the Swiss Agency for Development and Cooperation (SDC), the Netherlands Development Finance Company
(FMO) and the Oesterreichische Entwicklungsbank (OeEB). The EFSE DF Manager, embedded within the EFSE’s fund advisor,
Finance in Motion GmbH, is in charge of day-to-day operations, including project development and management. Oppenheim Asset
Management Services S. à.r.l. manages the DF’s funds, while the Citi (fi duciary agent) ensures strict accounting of fund movements.

Governance:
As an independent legal entity, the EFSE Development Facility operates at arm’s length from the EFSE. Clear procurement guidelines
ensure maximum transparency in resource allocation, e. g. when selecting the consultants we work with on the ground. The
procedures in place ensure a strict separation of the development and management of the projects on the one hand, and their implementation
on the ground by consultants on the other. They also guarantee the selection of the most competent and competitive
expertise available throughout the project implementation phase.


03 Five years of targeted support
What we have achieved so far




®
Main achievements in figures

EFS:

A solid track record since inception in 2006 EUROREAN FUND FOR SOUTHEAST 0P
Total project volume approved EUR 5.7 million
Number of projects approved 146 including 25 studies
Average number of projects per year 31
Number of partner institutions supported 27 MFls and 15 commercial banks
Beneficiaries approximately 1,700 staff, 45% female
Average project size EUR 39,000
Average PLI cost share per TA or training project 29%
Time from TA request to project launch 6-8 weeks

Figures as of Q1/2011
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Vorführender
Präsentationsnotizen
Average time from TA request to project launch
 4 weeks from needs assessment to proposal submission
 1-2 weeks DFC approval
 1-2 weeks finalization of contract and fielding of consultant

Bei kleineren Projekten kann das deutlich schneller gehen, größere Projekte (>50,000) und Studien brauchen dagegen eine längere Vorbereitung und Ausschreibungsfrist. Daher haben wir hier hoffentlich eine gute Durchschnittsgröße gefunden. 



Building on consistant growth
With a focus on capacity development

No. of
projects

/2007 e Deve fina

150

120 -

2008 * Dev
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.. A

2011

Client education booklet on FX loan risks
developed and jointly distributed with
partners

Agricultural finance study in Ukraine

Trai empl LIRS launched
laun ., pgrtn ¢ EFSE «  5th anniversary of the Development Facility /
Firsf Moldo\\ financial counselling centre In BiH A0
Belg\ management systems with EFSE DF support L 1 00
First financial literacy project in Serbia .
o m TN 42 0,00
2006 2007 2008 2009 2010 2011

mmm |ndividual and Training TA (No)
Sector-wide TA (No)

m=m R&D TA (NO)

+-Total volume (EUR Mio accumulated)


Vorführender
Präsentationsnotizen
Graph:

2006
6 individual TA projects
0 sector
9 R&D

16 total projects
610,000 EUR annual volume

2007
25 individual TA projects
4 sector
4 R&D

33 total projects
1 Mio. EUR annual volume

2008
28 individual TA projects
5 sector
3 R&D

36 total projects
1,6 Mio. EUR annual volume

2009
17 individual TA projects
8 sector
3 R&D

28 total projects
1,1 Mio. EUR annual volume

2010
20 individual TA projects
4 sector
4 R&D

28 total projects
1,0 Mio. EUR annual volume

2011 (projected)
20 individual TA projects
5 sector
4 R&D

29 total projects
1,1 Mio. EUR annual volume


Bubbles:

2006:
First capacity developmetn project with Kasabank in Kosovo
First development impct study on housing finance
2007:
training sponsorship programme launched for banks and MFI staff
First responsibel finance event in Belgrade, Serbia
First financial literacy project in Serbia
2008:
Development Impact study confirms positive employment effecty of MSE finance
Partner institution sin BiH, Kosovo and Moldova introduce social and environmental management systems with EFSE DF support
2009:
Developemtn Impact Study on Agricultural Finance confirms positive effect od EFSE investment strategy 
EFS EDF instrumetnal on founding the first financial counselling centre in BiH 
2010:
Research instrumental in winning the G20 Finance Challenge Award
Second study on over-indebtedness among microcredit borrowersi n Kosovo
2011: 
Client booklet on FX loan developed and jointly distributed with partners
Agricvultural finance study in Ukraine launched
5th anniversary of the Development Facility



Regional distribution of support

Use of funds for technical assistance and

training projects per country

18%
26%

BiH

Romania
Kosovo
Moldova

Serbia
Montenegro
Albania
Azerbaijan

FYR Macedonia

Georgia

11%
I 14 %

7,0%
I 14 %

7%
I 2%
I 109

8%
I 10%

3%
I 7%

0,2%
I 3%

5%
. 2%

_ 2%

5%
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20%

Investment portfolio (vol.)

m TA projects (vol.)

Figures as of Q1/2011
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O u tI o o k EUROPEAN FUND FOR SOUTHEAST EUROPE
A continued committment in 2011 and beyond

« Continued focus on individual technical assistance and training projects with an
increase in the Caucasus region

« Commitment to sector support, especially to foster Responsible Finance

* Increased focus on research and development: launch of long-term
Development Impact Study this year

 Focus areas in 2011:

— Post crisis restructuring

— Responsible Finance

— Local currency lending

— Rural and agricultural finance

— Consolidation and transformation
— SME lending

19
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The faces behind the Development Facility ......womosomssros

... the EFSE Development
Facility Committee:

... and the Development Facility
Management Team:

20



Thank you for your attention!

European Investment Fund
as Trustee for the
European Commission
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ENTWICKLUNGSBANK

SAL OPPENHEIM

Dppenheim Asser Managensent
Sevices S.icl

Deutsche Bank

NORD/LB

waterloo

Monika Beck

* Burndasministerium tir
wirnchafiliche Zuxemmenerbeil
und Entaick|ung

FMO

Finance for Development

Tufts

E ;
financeinmotion

Chair Development Facility Committee
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New Loan Agreements of EFSE and GGF
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SIGNING

@: (“"_ ProCredit Bank Sg
Macedonia

Valentina Trajcheva-
Nikovska

Chief Financial Officer

EUR 2.5 million
EUR 2.5 million in MKD
Senior loans for micro and small enterprises

HESE Dr. Christoph Achini
Franz-Josef Flosbach

EFSE Directors




SIGNING

@: (“'I_ ProCredit Bank Sg
Macedonia

EFSE partner since 2007 Country Profile

Total Assets EUR 196.4 mn Population 2.1 mn
Market Share 3.9% GDP EUR 6.9 bn
Gross Loan Portfolio EUR 150.7 mn Assets/GDP 72%
Number of Staff 510 Loans/GDP 44%

MSE Loan Portfolio 63%

EE3:

EUROPEAN FUND FOR SOUTHEAST EUROPE




SIGNING

e E
VIKROFIN

Radmila Bjeljac

Director

EUR 4 million
Senior loan for micro and small enterprises

mSE Syed Aftab Ahmed
Marc Schublin

EFSE Directors




SIGNING

& E
MIKROFIN

EFSE partner since 2005 Country Profile

Total Assets EUR 103 mn Population 3.8 mn
Market Share 24.6% GDP (2010) EUR 14.7 bn
Gross Loan Portfolio EUR 89.4 mn Assets/GDP 73.3%
Number of Staff 268 Loans/GDP 50.7%

MSE Loan Portfolio 40.2%

EE3:

EUROPEAN FUND FOR SOUTHEAST EUROPE




SIGNING

ARARATBANK™T -

Ashot Osipyan

Chairman of the Executive Board

USD 10 million
Senior loan for micro and small enterprises

mSE Dr. Christoph Achini

Franz-Josef Flosbach
EFSE Directors




SIGNING

ARARATBANK™T -

EFSE partner since 2010 Country Profile

Total Assets EUR 139.2 mn Population 3.3 mn
Market Share 4.9% GDP EUR 7.2 bn
Gross loan portfolio EUR 56.1 mn Assets/GDP  44.5%
Number of Staff 416 Loans/GDP 26.6%
MSE Loan Portfolio 43.3%

EE3:

EUROPEAN FUND FOR SOUTHEAST EUROPE




SIGNING

Raiffeisen
BANK

Branko Novakovic
Head of Treasury

Ljiljana Turopoljac

Head of Financial Institutions Correspondence Department

EUR 25 million
Senior loan for housing

mSE Syed Aftab Ahmed
Marc Schublin

EUROPEAN FUND FOR SOUTHEAST EUROPE E FS E D i reCtO rS




SIGNING

x Raiffeisen
BANK

EFSE partner since 2011

Total Assets EUR 1.7 bn
Market Share 7.1%

Gross Loan Portfolio EUR 896.8 mn
Number of Staff 1,891

Housing Loan Portfolio 23%

EE3:

EUROPEAN FUND FOR SOUTHEAST EUROPE

Country Profile

Population 7.5 mn

GDP EUR 28.8 bn
Assets/GDP  83.3%
Loans/GDP 53.6%
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INVESTING IN ENERGY EFFICIENCY
AND RENEWABLE ENERGY



SIGNING

<h|

CACANSKA BANKA a.d.
C A € A K

Aleksandar Calovi¢

Vice President of the Executive Board

EUR 5 million
Senior loan for Energy Efficiency

SoutHEASTEURPE D Michael Neumayr

INVESTING IN ENERGY EFFICIENCY

AND RENEWABLE ENERGY HUbert COttognl
GGF Directors




SIGNING

<h|

CACANSKA BANKA a.d.
C A € A K

GGF partner since 2011

Total Assets EUR 267 mn
Market Share (Assets) 1.1%

Gross Loan Portfolio EUR 202.1 mn
Number of staff 389

EE Loan Portfolio 2.5%

GREEN FOR GROWTH FUND
SOUTHEAST EUROPE

INVESTING IN ENERGY EFFICIENCY
AND RENEWABLE ENERGY

Country Profile

Population: 7.5 mn
GDP: EUR 28.8 bn
Assets/GDP: 83.3%
Loans/GDP: 53.6%




SIGNING

Wolfgang Kropfi

Managing Director

Participation in senior loan of EUR 10 million
for a small hydro project

RN FOR SROWTH FUND Constanze Kreil

INVESTING IN ENERGY EFFICIENCY

AND RENEWABLE ENERGY Dominique Cou rbin
GGF Directors




SIGNING

GGF partner since 2011 Country Profile

Population: 2.9 mn
GDP: EUR 8.2 bn

GREEN FOR GROWTH FUND
SOUTHEAST EUROPE

INVESTING IN ENERGY EFFICIENCY
AND RENEWABLE ENERGY




SIGNING

NLB® Razvojna banka m

Radovan Bajic

Director

Boris Vodopivec
Deputy Director

EUR 5 million
Senior loan for Energy Efficiency

SoutHEASTEURPE D Michael Neumayr

INVESTING IN ENERGY EFFICIENCY

AND RENEWABLE ENERGY HUbert COttogni

GGF Directors




SIGNING
NLB® Razvojna banka

GGF partner since 2011 Country Profile

Total Assets EUR 557 mn Population: 3.8 mn
Market Share (Assets)  5.2% GDP: EUR 14.7 bn
Gross Loan Portfolio EUR 324,2 mn Assets/GDP: 73.3%
Number of staff 503 Loans/GDP: 90.7%

EE Loan Portfolio New product

GREEN FOR GROWTH FUND
SOUTHEAST EUROPE

INVESTING IN ENERGY EFFICIENCY
AND RENEWABLE ENERGY




EFSE Annual Meeting 2011

Lunch Break
13:00 — 14:30
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After lunch:
Parallel Panel Sessions
14:30 - 16:00

The New Reality for Financial
ISE Institutions

EUROPEAN FUND FOR SOUTHEAST EUROPE I I Iyrl a I

The New Opportunity:
Energy Efficiency and
AND RENEWABLE ENERGY Renewable Energy Lending

GREEN FOR GROWTH FUND

.. SOUTHEAST EUROPE

”
," INVESTING IN ENERGY EFFICIENCY
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