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FRAMEWORK FINANCING AGREEMENT 
 

(KAZ: Small and Medium Enterprise Investment Program) 
 

 
Parties This Framework Financing Agreement ("FFA") dated [       ] 2010 is 

among JSC "Entrepreneurship Development Fund 'Damu' " 
("Damu"), Republic of Kazakhstan ("RoK") and Asian Development 
Bank ("ADB"). 

  
MFF Investment 
Program 

Damu is committed, and will implement its SME support programs 
("Investment Program"), to develop small and medium enterprises 
("SMEs") in Kazakhstan. The Investment Program is an integral part 
of its recently adopted "Action Plan to Improve SME Access to 
Finance" ("Action Plan"), and such Program is to provide sustained 
access to medium term finance for SMEs.  Both the Action Plan and 
the Investment Program are described in more details in Schedule 1 
attached hereto. 
 
The total cost of the Investment Program, over the period 2010 to 
2015, is estimated at $3 billion equivalent, in which the overall 
medium term financing needs of the SME sector in Kazakhstan 
during the said period are about $2.8 billion equivalent. This 
Multitranche Financing Facility ("MFF" or "Facility") will help finance 
part of the Investment Program. 

  
Multitranche Financing 
Facility 

The MFF is intended to finance subprojects under the Investment 
Program, provided that each of such subprojects shall comply with 
the criteria set out in Schedule 4 and that the understandings set out 
in this FFA are complied with. 
 
These subprojects are expected to provide loans, leases, credit 
lines, guarantees, and other financing products to SMEs through 
participating financing institutions ("PFIs"). These financing products: 
(i) are designed to promote the development of SMEs in Kazakhstan; 
(ii) will have on-lending rates that are market-based; and (iii) will be 
provided in Kazakhstan tenge ("Tenge"). 
 
The FFA does not constitute a legal obligation on the part of ADB to 
commit any financing. At its sole discretion, exercised reasonably, 
ADB has the right to deny any financing request by Damu, cancel the 
uncommitted portion of the Facility, and withdraw Damu's right to 
request any financing tranche under the Facility. Financing tranches 
may be made available by ADB; provided that matters continue to be 
in accordance with the general understandings and expectations on 
which the Facility is based and which are laid out in this FFA. 
 
This FFA does not constitute a legal obligation on the part of Damu 
to request any financing. Damu also has the right at any time to 
cancel any uncommitted portion of the Facility.  
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Damu, RoK, and ADB may exercise their respective rights to cancel 
the MFF or any committed portion thereof, and ADB may exercise its 
right to refuse a financing request, by giving written notice to such 
effect to the other parties to this FFA. The written notice will provide 
an explanation for the cancellation or refusal and, in the case of a 
cancellation, specify the date on which the cancellation takes effect. 
 
Financing Plan 
 
The financing plan for Output One of the Investment Program is 
summarized below:  
 

Financing Plan 
(for Output One of the Investment Program, 2010-2015) 

 

Source 

Total 
($million 

equivalent  
in Tenge) 

Share (%) 
of Total 

Asian Development Bank1 500 18% 
Other sources of financing not 
administered by ADB 100 4% 

Government resources2 800 28% 
Participating financial institutions3 1,400 50% 
Total  2,800 100% 

1  Lent to Damu for on-lending to PFIS, then SMEs. 
2  Through subsidized lending program to enterprises engaged in priority sectors. 
3  Represents funding coming from short term and other deposits and equity   
Source: Damu estimates.

  
Financing Terms ADB will provide loans, guarantees and administer co-financing, as 

available, to finance projects under the Investment Program, as and 
when they are ready for financing; provided that Damu is in 
compliance with the understandings hereunder, and the projects are 
consistent with these undertakings. Each loan or other financing 
product under the MFF will constitute a tranche. 
 
Each tranche may be financed under terms different from the 
financing terms of previous or subsequent tranches. The choice of 
financing terms will depend on the project in question, capital market 
conditions, and ADB's financing policies, all of which are prevailing 
on the date of signing the legal agreements for such tranche. 
 
Tranches may be provided in sequence or simultaneously, and some 
may overlap in time with each other. 
 
Commitment charges or guarantee fees are not payable on the 
Facility. They are payable only on financing actually committed by 
ADB as a loan or guarantee. ADB rules on commitment charges and 
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guarantee fees, which are in effect when the legal agreements are 
signed for a tranche, will apply with respect to such tranche. 
 
Amount  
 
The maximum financing amount available under the Facility is $500 
million equivalent. It will be provided in individual tranches from 
ADB’s ordinary capital resources 1 , subject to availability and 
allocation under ADB’s applicable policies and procedures, as in 
effect from time to time.  
 
Availability Period 
 
The last date on which any disbursement under any tranche may be 
made will be 31 December 2015. The last financing tranche is 
expected to be executed no later than 31 December 2014.  
 
Terms and Conditions 
 
Damu will cause the proceeds of each tranche to be applied to the 
financing of the Investment Program, in accordance with conditions 
set forth in this FFA and the relevant legal agreements for each 
tranche. 

  
Execution Damu will be the Executing Agency for the MFF and will implement 

the Investment Program in accordance with the principles set forth 
in Schedule 1 to this Agreement, and as supplemented in the legal 
agreements for each tranche. 

  
Periodic Financing 
Requests 

Damu may request ADB, and ADB may agree, to provide loans, 
guarantees or administer cofinancing under the Facility to finance the 
Investment Program upon the submission of a Periodic Financing 
Request ("PFR"). Each PFR should be signed by Damu and RoK. 
Damu will make available to PFIs the proceeds of the loan or the 
benefit of guarantees in accordance with the related PFR and the 
legal agreements for the tranche. 
 
ADB will review each PFR submitted under this MFF and, if found 
satisfactory, prepare the related legal agreements. 
 
The projects for which financing is requested under each PFR will be 
subject to the selection criteria set out in Schedule 4 hereto, 
satisfactory due diligence, and preparation of relevant safeguard and 
fiduciary frameworks and other documents. The Facility will be 
implemented in accordance with the general framework set out in 
Schedule 3 to this FFA, and the Facility Administration Manual 

                                                 
1  Provisions of the "Ordinary Operations Loan Regulations applicable to LIBOR-Based Loans made from ADB's 

Ordinary Capital Resources", dated 1 July 2001, would apply, subject to modifications, if any, that may be included 
under any Loan Agreement to accommodate local currency loans among other things (said Ordinary Operations 
Loan Regulations as so modified, if any, being hereinafter called the "Loan Regulations").  
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("FAM") agreed between Damu and ADB. 
 
Until notice is otherwise given by Damu, Mr. Bulat T. Mukushev, 
Chairman of the Management Board of Damu, will be Damu's 
authorized representative for purposes of executing PFRs. 

  
General 
Implementation 
Framework 

The Facility will be implemented in accordance with the general 
framework set out in Schedule 3 hereto.  More details on the 
implementation arrangements concerning the Facility are set forth in 
the FAM. 

  
Procedures Each tranche to be provided under the Facility will be subject to the 

following procedures and undertakings: 
 
(a) Damu will notify ADB of a forthcoming PFR in advance of the 

submission of the PFR. 
(b) Damu will then submit the PFR to ADB. 
(c) ADB may, in its sole discretion, decline to authorize the 

negotiation and execution of any legal agreement for a 
tranche. 

(d) Once ADB confirms acceptance of the PFR, the legal 
agreements will be negotiated and executed by the parties. 

  
PFR Information Each PFR submitted under the Facility will substantially be in the 

form attached hereto, and will contain the following details: 
 
(i) Loan, guarantee, or cofinancing amount; 
(ii) Description of projects to be financed; 
(iii) Related cost estimates and financing plan; 
(iv) Implementation arrangements specific to the project in 

question; 
(v) Confirmation of the continuing validity of and adherence to the 

provisions of this FFA;  
(vi) Confirmation of compliance with the provisions under previous 

legal agreement(s); and 
(vii) Other information as may be required under the FAM or 

reasonably requested by ADB. 
  
Safeguards Attached as Schedule 5 are references to the Safeguard 

Frameworks that will be complied with during the implementation of 
the Facility. 
 
ADB’s Safeguard Policies in effect as of the date of signing of legal 
agreements for a tranche will be applied with respect to the projects 
financed under such financing tranche. 

  
Disbursements Disbursements for each tranche will be made in accordance with the 

conditions of disbursement in the relevant loan agreement and in 
accordance with ADB’s Loan Disbursement Handbook (2007, as 
amended from time to time). 
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Monitoring, 
Evaluation, and 
Reporting 
Arrangements 

Within 3 months of the effective date of the legal agreement for each 
project financed under the Facility, Damu will establish a Program 
and Reporting Performance Monitoring System (PPMS) in form and 
substance acceptable to ADB. The PPMS will select a set of 
monitoring indicators relating to disbursement of subloans, 
including those in the Design and Monitoring Framework for such 
tranche. Damu will establish baseline data for each of the selected 
indicators. Damu will update ADB on the progress against each 
indicator on a quality basis.  
 
Damu will also prepare and submit monthly progress reports (on 
loan disbursement until the proceeds of loans made by ADB to 
Damu under the Facility are fully on-lent and disbursed via PFIs to 
SMEs) and thereafter quarterly progress reports, in English, within 
30 days of the end of each reporting period. Reports will provide 
details on the loans made by PFIs to SMEs by utilizing the 
proceeds of the loans made by ADB to Damu under the Facility, 
namely classification by: (i) size; (ii) terms, including interest rate 
and tenor; (iii) number of employees of the borrower; (iv) gender; 
(v) location (oblast) of borrower; and (vi) borrower’s sector of 
activity. Periodic reports should also highlight problems, if any, 
encountered during the reporting period and key achievements of 
the project. Damu will submit a project completion report within 3 
months of the completion of each individual tranche. These 
reports will describe the details of monitoring and evaluation 
results, problems encountered and action taken, and other 
information that ADB may request. 
  
ADB will field review missions as required to discuss the progress 
of the Investment Program under each tranche, any changes in 
the implementation arrangements, or remedial measures that are 
needed to achieve the overall objectives of the project and overall 
Investment Program. 

  
Undertakings Attached as Schedule 6 are the undertakings provided by Damu. 
  
Guarantees RoK will provide a guarantee, in form and substance acceptable to 

ADB, as a condition precedent to the effectiveness of any tranche 
requested by Damu, and provided by ADB pursuant to the terms of 
this FFA. 

  
 
JSC "ENTERPRENEURSHIP 
DEVELOPMENT FUND 'DAMU' " 
 
 
 
 

ASIAN DEVELOPMENT BANK 

By _____________________________ By _____________________________ 
Bulat T. Mukushev 
Chairman of Management Board 
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REPUBLIC OF KAZAKHSTAN 
(as the Guarantor for Damu) 
 
 
 
 
By _____________________________ 

[name] 
[title] 
Ministry of Finance 
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(Form) 
 

PERIODIC FINANCING REQUEST  
 
Date: 
 
To:  Asian Development Bank 
 6 ADB Avenue 

Mandaluyong City, Metro Manila 1550 
Philippines 

 
ATTENTION:  Director General 

Central and West Asia Department 
  Fax No: +632 6362301  
 
Sir/Madam: 
 
RE:  Small and Medium Enterprise Investment Program: 

Periodic Financing Request # [ .… ] 
     
Please refer to the Framework Financing Agreement ("FFA") for the Small and Medium 
Enterprise Investment Program dated [ …. ] among Asian Development Bank ("ADB"), JSC 
"Entrepreneurship Development Fund 'Damu' " ("Damu") and Republic of Kazakhstan ("RoK"). 
Expressions defined in the FFA shall have the same meanings herein. 
 
Pursuant to the provisions of the FFA, Damu requests ADB to process this PFR for a tranche, in 
the form of a [loan] [or administration of cofinancing] from its [ordinary capital resources][or the 
name of cofinancing source]. The proposed financing amount, terms, conditions, and related 
financing plan are set forth in the Attachment hereto. Descriptions of the project [and 
subprojects] for which financing is hereby requested are set out in Annexes [ …. ] to [ …. ] of the 
said Attachment. 

 
RoK hereby confirms that a guarantee in form and substance acceptable to ADB will be 
executed and issued, and confirmed as the valid and binding obligation of RoK, as a condition 
precedent to the requested tranche becoming effective.  

 
[(For second and subsequent PFRs, please add the following) Damu hereby certifies that it is in 
full compliance with the understandings set out in the FFA]. 
 
 

By: JSC "Entrepreneurship Development Fund 'Damu' " 
 
 [Signature of Authorized Representative] 
 [Full Name and Title of Authorized Representative] 
 
By: Republic of Kazakhstan 
 
 [Signature of Authorized Representative] 
 [Full Name and Title of Authorized Representative] 
 Ministry of Finance 
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(Form) 
Attachment 

 
Project Description 

 
 

The project proposed for financing under the requested PFR is: 
 
[Describe the project and subprojects.] 
 
The Design and Monitoring Framework for this tranche is in Annex [….]. 
[Additional details are in Annex [….].] 

  
Cost Estimates and 
Financing Plan 

The total cost of the proposed project is estimated at [….]. The detailed 
[cost estimates and] financing plan [is/are] in Annex [.…]. 

  
Loan Amount and 
Terms 

The request is for a loan of $ [….] million from the ordinary capital 
resources of the Asian Development Bank (ADB) provided [with 
(describe the basic terms of such loan) ……. ], and such other terms and 
conditions as agreed in the FFA, and further supplemented under the 
related loan agreement.  

  
Period of  
Loan/Guarantee 
Utilization 

The projects are expected to be completed by [.…]. No disbursements 
from the loan account will be requested or made later than [….]. 

  
Implementation 
Arrangements 

The Executing Agency will be Damu. [(Please describe detailed 
implementation arrangements in the context of the Facility 
Administration Manual.)] 

  
Confirmation of 
Continuing Validity 
of and Adherence 
to Provisions of 
FFA, Previous 
Agreements, and 
the Design and 
Monitoring 
Framework 

Damu confirms that the understandings set out in the FFA [(if for second 
or subsequent tranche) and provisions of previous loan agreements] 
have been adhered, and remain true to date. 
 
A full report on compliance is attached as Annex [.…]. 
 

  
Readiness of the 
Project for 
Implementation  

[(Please specify the actions necessary and already accomplished that 
make the projects ready for financing.) 

  
Safeguards 
 

[(For first PFR) Attach and refer to required safeguard documents.] 
 
[(For second and subsequent PFRs) Attach and refer to (i) report(s) 
on the status of compliance with ADB's safeguard requirements 
(environment, involuntary resettlement and indigenous peoples) for 
previous PFR(s), and (ii) required safeguard documents for the second 
and subsequent tranches.] 

  
 



9 
 

 

(Form) 
 

Annex [….] 
 
 
 
 
 
 
 
 
 
 

[Please include all the necessary Annexes to the Attachment 
to the Periodic Financing Request.] 
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SCHEDULE 1 
 

MFF CONSTITUENTS  
 
 
A. Road Map 
 
1. To diversify the economy and create jobs, the government of the Republic of 
Kazakhstan ("GoK"), under its recently adopted "2020 Development Strategy" ("Strategy"), aims 
to promote the development of SMEs, primarily through programs that facilitate access to credit 
to SMEs operating in priority sectors. These programs are implemented through Damu, which 
was established as a state-owned joint stock company. 
 
2. Until the recent global financial crisis, funding to SMEs in Kazakhstan had been provided 
by their owners, through the use by SMEs of their own retained earnings, and through loans 
from local banks. These loans were often denominated in foreign currency for the following 
reasons: (1) such local banks had successfully raised large amounts of such funds from foreign 
lenders; (2) banks’ ability to raise local currency deposits was (and remains) limited; and (3) 
loans in foreign currency were cheaper than those in local currency. However, as a result of the 
recent global financial crisis, economic activity declined, thereby reducing SMEs’ income and 
retained earnings, and the value of the Kazakh tenge declined, which made it more onerous for 
SMEs to repay their foreign-currency denominated loans. Foreign funding to local banks also 
dried up, thereby reducing the resources available for local banks to lend to SMEs in 
Kazakhstan.  
 
3. In order to encourage local banks to continue lending to SMEs, the GoK provided low-
cost funds to Damu, which Damu onlent to local banks exclusively to make loans to SMEs. As 
part of the GoK's anti-crisis plan, the GoK, through Damu, provided $1.9 billion in subsidized 
credit to 16 banks to be used for restructuring existing SME loans and for making new SME 
loans. Timely implementation of this program allowed the negative impact of the crisis on the 
SME sector to be partially mitigated. The GoK recognizes, under the Strategy, that further 
measures are needed to return to pre-crisis growth rates, including a greater role for SMEs. The 
Strategy includes measures promote a better business environment and a more skilled 
workforce, two key constraints to investment, as well as increased access to finance for SMEs. 
To implement the access to finance objective, Damu adopted a separate "Action Plan to 
Improve SME Access to Finance" ("Action Plan") attached below. The Action Plan seeks to 
ensure that SMEs have access to necessary working capital and medium to long term finance. 
Key outputs under the Action Plan promote improved financial sector outreach and access by 
SMEs. The Action Plan includes targets for change, including key reform actions to be 
undertaken. The related investment program focuses on providing financing to banks for on-
lending to SMEs for their expansion and modernization. 
 
4. Supported by the GoK, Damu plans to continue to lend funds to banks for SME lending, 
but it would like to explore the possibility of using resources raised from third parties rather than 
monies provided by the GoK. As the first example of a loan to Damu from a non-government 
entity, the Facility will serve as an important demonstration of Damu’s capacity to borrow from a 
non-governmental source. The Facility will also help banks expand their lending to SMEs in 
Kazakhstan. 
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Action Plan to Improve SME Access to Finance (2010-2015) 
under Government’s 2020 Development Strategy 

 
Vision: Ensure that SMEs have access to necessary working capital as well as medium to long term finance 
Impact: 
Sustained job creation and economic growth 

Indicators:  GDP increases from KZT 16.1 trillion in 2009 to KZT 27.5 trillion in 2015. 
Increase in the contribution of SME sector to GDP from 17% in 2009 to 30% in 2015.  
SME sector employment increases from 26% in 2009 to 35% in 2015.  

Objective Outcome Activities Measurement Responsible 
party 

Improve 
financial 
sector 
outreach  

Increased 
effectiveness 
and efficiency 
of Damu 

Streamline and improve business 
processes and procedures 
 
Capacity building of Damu staff 
 
Improve SME data base by 
disaggregating data based on gender 

Number of Damu staff trained 
 
Number of SMEs receiving Damu support 
(sex disaggregated) 
 
 
Damu receives a credit rating 

MOE, Damu 

Improve 
financial 
sector access  

Improved 
capacity of 
SMEs 

Training (financial and business 
planning for SMEs) 
 

Number of entrepreneurs trained 
(disaggregated by sex). 
 

Damu 

 Improved 
availability of 
business 
development 
services 
throughout 
Kazakhstan 

Institutionalize framework for peer to 
peer learning with a regional business 
development training provider 
 
Prepare registry of business 
development service providers and 
framework for updating,  and make 
registry publicly available 
 
Provision of business development 
services for SMEs 

Increase in availability of BDS services 
available. 
 
Increase in use of BDS services by SMEs 
 
Number of entrepreneurs eligible for 
receiving business advisory services 
under ADB project 

Damu 

  Prepare monthly magazine for 
entrepreneurs "My business 
Kazakhstan" 

Number of SMEs who receive magazine 
annually (2010-2014) 

Damu 

  Create a centralized information system 
to integrate information on 
organizations and resources that 
support SMEs, improve analytical 
information available on SMEs, and 
provide public (web-based) access to 
such information  

Business portal for SMEs is created 
(2011)  

Damu 
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  Develop call centers to provide advice 

for SMEs 
Number of SMEs using this service Damu 

Increase  
availability of 
credit for 
SMEs for 
expansion and 
modernization 

 Improve system for registering collateral Period for registering collateral reduced 
from 3 weeks to less than one week by 
2020. 
 
Period for conducting a search for 
registration of collateral shortened from 5 
days to 2 days by 2020.  

MOE 

  Improve enabling framework to promote 
greater use of leasing  (legal and tax) 

Increased use of leasing  MOE 

  Implement subsidized lending programs 
for enterprises engaged in priority 
sectors of the economy (e.g. 
manufacturing) 

Number of SMEs in priority sectors which 
have been able to borrow  
 

MOE, Damu 

  Implement program to supply 
equipment to SMEs on deferred 
payment with guarantee to help SMEs 
modernize 

Number of SMEs availing of program  MOE, Damu 

  Develop and implement program to 
provide market based medium term 
loans for SMEs for expansion and 
modernization 

SME loan accounts opened increases 
from 16,000 in 2009 to 56,000 in 2015. 
 
Increase in tenors of loans provided to 
SMEs. 
 
Increased lending to women 
entrepreneurs under Damu programs 
 
Increased lending (amount and number of 
SME borrowers) to SMEs 

Damu 
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B. Strategic Context 
 
5. The Action Plan and related investment program is consistent with ADB's poverty 
reduction strategy in Kazakhstan, which recognizes SME support as a key aspect of ADB's 
operations in the country. ADB's latest country strategy for Kazakhstan2 ("CSP") also supports 
sustainable economic growth through private sector development, including support for SMEs 
as a key theme. This MFF sets out a medium-term partnership between ADB and the GoK to help 
improve SME access to credit, which is a key constraint to the SME development in Kazakhstan. If the 
implementation of the Action Plan is successful and economic conditions are favorable, the number of 
loans made to SMEs is expected to increase from 14,565 in 2009 to 26,688 in 2014 and SME 
employment is expected to increase from 2.088 million in 2009 to 3.500 million in 2014.  
 
C. Policy Framework  
 
6. The vision of the GoK is a more diversified economy, with the SME sector contributing    
30% of GDP and 35% of employment in 2015. However, in order for the SME sector to expand, 
SMEs must have access to necessary working capital as well as to medium to long term finance. 
This, however, remains a key constraint to SME development in Kazakhstan. The financial crisis 
has exacerbated such constraint. Lending to SMEs declined from a high of $5.3 billion during 
the second quarter of 2007 to $1.2 billion in the third quarter of 2009.  Starting in mid 2007, 
Kazakh bank access to the interbank and bond markets became difficult and stopped in late 
2008 with the onsite of the global financial crisis. This severely impacted the liquidity of Kazakh 
banks, resulted in a decline in the availability of domestic credit and exposed deep seated 
problems within the sector. The proportion of non-performing loans grew to about 30% from only 
3% in 2007 and several banks defaulted and had to restructure their debts.  Under 
Kazakhstan’s anti-crisis plan, the GoK introduced measures to strengthen the banking sector, 
including provision of subsidized credit lines to selected banks for SME lending through Damu. 
This support, along with other government actions, led to significantly increased short term 
liquidity in the system.  However, SME access to credit, including medium term credit, remains 
limited. Damu estimates that the demand for medium term SME financing is around $2.8 billion 
and will continue to increase as the economy improves. 
 
7. In order to achieve its goal of increasing the SME sector’s contribution to GDP 
mentioned above, the GoK intends to pursue policies favorable to, and measures for, the further 
development of SMEs in Kazakhstan, including those set forth in the Strategy and the Action 
Plan. The objective of the Facility is to provide a portion of the financial resources needed by 
SMEs in Kazakhstan, thereby enabling SMEs to expand and modernize and to increase 
employment. Furthermore, in addition to guaranteeing the loans from ADB to Damu, the GoK 
will implement subsidized lending programs for enterprises engaged in priority sectors of the 
economy, improve the system for registering collateral, and reform laws in order to facilitate 
leasing.  
 
D. Investment Program 
 
8. The Investment Program developed based on the Action Plan includes the investment 
needs of SME borrowers for marked-based financing over the medium term (2010 to 2014), the 
willingness and ability of creditworthy local banks to put capital at risk to provide such financing, 
and other costs associated with further development of the SME sector in Kazakhstan. The total 
                                                 
2 Kazakhstan: Country Strategy and Program Update (2006-2008) (September 2005). 
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cost for the Investment Program (2010-2015) is estimated at $2.9 billion, in which the overall 
medium term financing needs of the SME sector in Kazakhstan (i.e., Output One) during the 
said period are about $ 2.8 billion equivalent.  
 

Investment Program (2010-2015) 

Item Amount ($million 
equivalent in Tenge) 

Output One:  Medium term sub-loans for SMEs 2,800 

Output Two:  Improved effectiveness and efficiency of 
Damu 50 

Output Three:  Improved financial outreach, with a focus 
on women entrepreneurs 50 

Total 2,900 
Source: Damu estimates 

 
E. Financing Plan 
 
9. The Financing Plan for Output One of the Investment Program (2010-2015) is set forth 
below: 
 

Financing Plan for Output One of the Investment Program (2010-2015) 
 

Source 
Total ($million 
equivalent in 

Tenge) 
Share (%) of Total 

Asian Development Bank1 500 18%

Other sources of financing not administered by 
ADB 100 4%

Government resources2 800 28%

Participating financial institutions3 1,400 50%

Total  2,800 100%
1  Lent to Damu for on-lending to PFIs, and then by PFIs to SMEs 
2  Through subsidized lending program to enterprises engaged in priority sectors 
3  Represents funding from short term and other deposits and equity   
Source: Damu estimates. 
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SCHEDULE 2 
 

DESIGN AND MONITORING FRAMEWORK 
(for the Multitranche Financing Facility) 

 
Design 
Summary 

Performance Targets and 
Indicators 

Data Sources and 
Reporting Mechanisms  

Assumptions and Risks  
 

Impact 
Sustained job creation 
and economic growth  
 

 
Increase in the SME sector’s 
contribution to GDP fromT 
2,683 billion in 2009 to 
T5,000 billion in 2014  
 
SME sector employment 
increases from 2.088 million 
in 2009 to 3.500 million in 
2014 
 
 

 
GoK Statistics  
 
DAMU statistics 
disaggregated by gender 
 
 

Assumptions 
Macroeconomic Stability 
 
Strong Government commitment 
for reforms 
 
Global economy recovers from 
financial crisis 
 
Increased aggregate SME lending 
and leasing results in increased 
aggregate output of SMEs 
 
Risks 
 
Weak absorptive capacity of 
government agencies to 
implement legislative and 
regulatory reform agenda (doing 
business)  

Outcome 
SMEs have increased 
access to medium term 
credit on a sustainable 
basis  

 
SME loan accounts opened 
by PFIs increases from 
116,556 in 2009 to 145,249 
million in 2014 
 
Outstanding SME loans 
increases from KZT 1,708 
billion in 2009 to KZT 2,129 
billion in 2014  
 

 
GoK statistics 
 
PFI reports 
 
DAMU reports 
 
 

Assumptions 
Adequate demand for SME credit 
on market terms by SME 
borrowers. 
 
PFIs have sufficient risk taking 
capacity and willingness to deliver 
medium-term credit to SMEs in a 
sustainable manner. 
 
Government implements 
measures to ameliorate other 
SME and financial sector 
distortions. 
 
Risks 
 
Downturn in economic activity 
reducing SME's demand for credit 
and repayment capacity
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Design 
Summary 

Performance Targets and 
Indicators 

Data Sources and 
Reporting Mechanisms  

Assumptions and Risks  
 

Outputs 
1. Medium-term financing 
to SMEs 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. Improved effectiveness 
and efficiency of Damu. 

 

 

  

 

 

 

3. Improved financial 
sector outreach, with a 
focus on women 
entrepreneurs 

 

 
Number of SME loans 
disbursed by PFIs increases 
from 23,338 in 2009 to 
29,083 in 2014  
 
 
 
Number of women 
entrepreneur borrowers 
under Damu programs 
increases from 16% of loans 
to 21% in 2014 
 
 
 
 
Damu receives a credit 
rating. 
 
Sex-disaggregated data on 
the following indicators 
available in Damu GIS: 
number of borrowers, loan 
accounts opened, and new 
jobs created, amount of 
loans, purpose of loan, and 
type of business 

 
 
More women are participating 
in Damu training (baseline to 
be collected as part of GAP) 

 
DAMU reports 
 
PFI compliance reports to 
DAMU 
 
PFI annual reports 
 
 
 

Assumptions 
PFIs provide financing to SMEs at 
market interest rates 
 
SMEs use on-lent of leased funds 
to expand their businesses 
 
Risks 
 
Higher than expected delinquency 
rate on SME loans and leases. 
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Design 
Summary 

Performance Targets and 
Indicators 

Data Sources and 
Reporting Mechanisms  

Assumptions and Risks  
 

Activities with Milestones 
1. Preparation of Tranche 2 project by Damu in coordination with ADB (starting March 
2011)  
2. Draft PFR for Tranche 2 project submitted by Damu (September 2011)  
3. Damu submits signed PFR as endorsed by the Ministry of Finance for Tranche 2 project 
to ADB (October 2011)  
4. Tranche 2 loan agreement signed by Damu and ADB (October 2011) 
5. Tranche 2 guarantee agreement signed by the GoK and ADB (October  2011) 
6. Damu signs subloan agreements with PFIs (October 2011) 
7. ADB enters in transactions (possibly local bond issuance) to fund withdrawal request 
from Damu matched by a matching drawdown withdrawal request from PFIs (October 
2011). 
8. PFIs make loans, leases, credit lines or guarantees to SMEs using funds from Damu 
borrowed from ADB (October 2011 through March 2012) 
9. Subsequent tranche projects prepared by mid-2012 and mid-2013, PFRs approved by 
ADB, where projects involve loans, sovereign guarantees provided, transactions entered 
into to fund local currency loans, etc (2012–2014). 
 

Inputs 
Funding 
 
ADB OCR 
loans 

$500 million 
MFF 

Co-financiers $100 million

Participating 
financial 
institutions  

$1,400 
million

Government $800 million

Total $2.8 billion 

 

ADB = Asian Development Bank; Damu = JSC "Entrepreneurship Development Fund 'Damu' "; FFA = framework financing 
agreement; GAP = Gender Action Plan; GDP = gross domestic product; GIS = Government Information System; GoK = 
Government of Kazakhstan; OCR = ordinary capital resources; PFI = participating financial institution; PFR = periodic financing 
request; SME = small and medium enterprises; 
Source: Asian Development Bank. 
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SCHEDULE 3 
 

IMPLEMENTATION FRAMEWORK 
 
 
A. Implementation Arrangements 

1. Damu will use withdrawals of loan proceeds under each tranche to make sub-loans to 
PFIs in accordance with subloan agreements (SLAs) with PFIs. Damu, in close coordination 
with ADB, will screen and qualify PFIs. The selection criteria will consider, among other things, 
the financial soundness of the PFIs (solvency, liquidity, profitability), risk management, 
corporate governance, branch network, portfolio in non-subsidized SME intermediation, and 
internal environmental and safeguard procedures. PFIs will on-lend loan proceeds to SMEs at 
market-based interest rates in accordance with policies and procedures set out in the the SLAs 
and the FAM. Damu will monitor each PFI's performance in accordance with the relevant SLA. 
The SLAs and the FAM will set out ceilings on subloans from Damu to PFIs, and on SME loans 
from PFIs to SMEs, respectively. Subloans may also include other terms and conditions as 
agreed to among ADB, Damu and PFIs. The PFIs will bear the credit risk associated with their 
loans to SMEs. 
 
B. Implementation Period 
 
2. The overall implementation period for the MFF is expected to commence in October 
2010 and completed by December 2015. 
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SCHEDULE 4 
 

SELECTION CRITERIA AND APPROVAL PROCESS 
FOR PROJECTS 

 
 
1. ADB will only finance projects that (i) are described in Schedule 1 of the FFA; (ii) adhere 
to the implementation arrangements set forth in Schedule 3 of the FFA; (iii) fully comply with the 
social dimensions and safeguard frameworks in Schedule 5 of the FFA, and (iv) meet the 
eligibility requirements set forth in this Schedule.  
 
A. Selection Criteria 
 
2. To be financed under the Facility, each proposed project shall: 

(a) provide for medium term tenge loans for on-lending to eligible financial 
institutions for lending to SMEs; and 

(b) include a government guarantee. 
 
3. To be eligible for a subloan to be made by Damu under a project financed by the Facility, 
the PFI shall:  

(a) comply fully with capital adequacy ratios and prudential limit guidelines set by the 
Financial Supervision Agency of Kazakhstan or have an agreed action plan to do 
so;  

(b) be profitable for its most recently completed fiscal year, or have an agreed action 
plan to become profitable; 

(c) have a ratio of non performing loans (NPLs) less than 10%, or have an agreed 
action plan to reduce NPLs to that level;  

(d) have a credit rating of at least "B-" issued by a credit rating agency, or have an 
equivalent rating acceptable to ADB; 

(e) have sound business objectives and strategy and/or plan, and have experience 
in non-subsidized SME lending; 

(f) have transparent corporate, financial and governance practices acceptable to 
ADB; 

(g) have adequate credit and risk management policies, operating systems, and 
procedures; 

(h) have autonomy in lending and pricing decisions; and 
(i) have achieved satisfactory results on ADB's Integrity Due Diligence Checklists. 

 
4. To be eligible for an SME loan from a PFI under a project financed by the Facility, an 
SME borrower shall: 

(a) be a small and/or medium enterprise according to the definition stipulated in the 
Law on Private Entrepreneurship of the Republic of Kazakhstan; and 

(b) not be engaged in any prohibited activity listed in Schedule 5 of the FFA. 
 
5. To be eligible for financing under an SME loan from a PFI supported by the Facility, the 
relevant activities financed by such SME loan shall:  

(a) not be included in the list of prohibited investment activities set out in the 
attachment to this Schedule; and  

(b) have minimal or no adverse environmental or social risks. 
Any activities that fall under environmental and social safeguard categories "A" or "B" according 
to ADB's Safeguard Policy Statement (2009) and/or require environmental assessment 
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clearance by the government of the Republic of Kazakhstan shall not be financed under the 
Project.   
 
B. Approval Procedures 
 
6. Approval procedures for projects proposed for financing under the Facility will be in 
accordance with this Schedule.  
 
7. For any project intended for financing under a subsequent tranche of the MFF, the 
approval procedures will be as follows: 

(a) Damu will prepare a PFR in a form agreed to with ADB to finance such project 
and submit it to its Board of Directors for review and approval. Damu will then 
submit such PFR to MOF for endorsement. 

(b) Upon approval by Damu's Board of Directors and endorsement by MOF, the PFR 
will then be submitted to ADB with the project proposal. 

(c) ADB will work with Damu on the optimal financing structure for the loan and/or 
other financing products in Tenge based on market conditions. 

(d) ADB and Damu will ensure that all necessary government approvals concerning 
the Tenge financing structure for the proposed project have been obtained. 

(e) Damu and ADB will maintain contact through periodic ADB review missions and 
quarterly progress reports, and in so doing may effect advanced consultation on 
PFRs prior to submission to ADB. 

(f) Damu will apply for a government guarantee for the proposed project. 
(g) Subject to satisfactory compliance with the selection criteria and approval 

procedures, and conditional upon the government provision of a guarantee for 
any loan provided under the Facility, and in compliance with ADB's relevant 
policies, ADB will approve the proposal for the proposed project. 

(h) Damu and ADB will sing the loan agreement and/or other legal agreement for the 
financing product in question; MOF, acting on behalf of the government, and 
ADB will sign the guarantee agreement. 
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SCHEDULE 5 
 

SOCIAL DIMENSIONS AND SAFEGUARD REQUIREMENTS  
 
 
1. Damu and RoK shall ensure that all the requirements prescribed in this Schedule, and 
the Gender Action Plan that have been prepared with respect to the Facility and the first tranche 
and of which ADB has been provided with a full copy (Attachment 1), and which is deemed 
incorporated herein by reference, is complied with during the processing and implementation of 
relevant projects and subprojects under the Facility. 
 
2. The SME loans made by PFIs under any subprojects shall conform to ADB's Safeguard 
Policy Statement (2009) and shall comply with all applicable requirements of Kazakhstan's labor 
and environmental legislation and regulations. Damu shall ensure that qualified PFIs make only 
those SME loans which have minimal or no adverse social or environmental risks.  Any loan 
made by PFIs to SMEs, which: (i) falls under ADB's environmental and social safeguard 
categories "A" or "B", and/or (ii) specifically requires environmental assessment clearances by 
the government of Kazakhstan, shall not be financed using the proceeds of any financing 
provided under the Facility.  Furthermore, no PFI shall use the proceeds of any financing 
provided under the Facility to make a loan to an SME which engages in any activity listed in the 
"Prohibited Activities List" attached hereto (Attachment 2). 
 
3. Prior to the preparation of each PFR, the applicability and relevance of each requirement 
of ADB's Safeguard Policy Statement (2009) as well as applicable country legal frameworks 
shall be reviewed by Damu in close coordination with ADB to ensure that the subprojects 
prepared under the proposed tranche are in compliance with all such applicable requirements. 
 
4. In all cases, for each new PFR prepared, Damu shall review all ongoing projects 
financed under the Facility to confirm the status of compliance with the requirements stated 
above, and submit its review reports to ADB, together with other required safeguard documents 
relevant to the project to be financed under the new tranche. In any case, if a major 
noncompliance is discovered in the course of the review of ongoing projects, a corrective action 
plan shall be prepared and submitted to ADB. 
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Attachment 1 to Schedule 5 of the FFA 
 

GENDER ACTION PLAN 
(KAZ: Small and Medium Enterprise Investment Program)  

 
  

Objectives/ Rationale Activities Performance Indicators / Targets Responsibility Time  

Component 1.   Medium-term sub-loans to viable SMEs made more accessible to women entrepreneurs 
1. Increase women’s 
access to SME loans 

Develop and offer financial products 
which cater to women entrepreneur’s 
needs and banking procedures 
(leasing) 

• Number and location (rural/urban) of PFIs 
offering financial products which cater to 
women entrepreneurs 

• 5% increase in amount in of finance provided 
by financial institutions to SME women 
entrepreneurs 

• 5% increase in number of women granted 
SME loans and leases 

 

Damu3 
PFIs 

Sept 2010 – 
June 2012 

Component 2.   Financial sector outreach with a focus on women entrepreneurs 
2. Raise awareness and 
level of skills of SME 
women entrepreneurs on 
financial knowledge and 
opportunities 

Promote greater involvement of women 
in entrepreneurship training programs of 
Damu 

• Share of women in total number of trainees 
in non-financial programs of Damu – not less 
than 50% 

• Number of women trained 

Damu, 
Local 
governments, 
academia, 
NGOs 
 

Sept 2010 – 
June 2012 

Conduct business skills enhancement 
training (i.e., on taxation and reporting, 
business plan development, marketing, 
professional skills, etc.), based on 
training needs assessment of women 
 

• Training module with women-focused 
problem-solving skills featured 

Damu, 
Local 
governments, 
academia, 
NGOs 
 

Jan 2012 

                                                 
3  ADB will be providing a TA to Damu under the Program that will include support for GAP implementation. In addition, ADB is processing a regional TA to help 

promote gender mainstreaming in a number of Central Asian countries, including Kazakhstan. This new TA is being prepared in close synergy with the GAP and will 
include gender and development expertise that will be available to Damu and other stakeholders to help implement the GAP.  
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Objectives/ Rationale Activities Performance Indicators / Targets Responsibility Time  
Market finance products which cater 
to women entrepreneurs through 
existing Damu regional centers  
 

• Number of women given business advisory 
service though the following modalities: hot 
lines (phone); online resources; face-to-face 
consultations 

 

Damu, 
Local 
governments, 
academia, 
NGOs, service 
providers 
 

Sept 2011 

Component 3.  Improve capacity of DAMU to provide sustainable access to finance for women-owned SMEs  

3. System for sex-
disaggregated baseline 
and end-line data-capture, 
monitoring, and analysis 
installed at Damu 

Establish mechanism for collection 
and analysis of information on 
gender issues in SME sector and 
monitor/evaluate the trends through: 
- Conduction of comprehensive 
survey of gender issues in the SME 
sector 
- Integration of major statistical data 
on gender structure of SME sector in 
GIS of Damu 
 

• Baseline data on SME women 
entrepreneurs available 

• Gender issues of SME sector identified and 
validated by stakeholder groups and used to 
help develop financial products for women 
entrepreneurs 

 

Damu & PFIs  
With: NC & 
National 
statistical 
agency 
 

Sept 2011 

 Engender Damu's data collection 
mechanism by disaggregating at 
least six relevant indicators by sex. 

• Sex-disaggregated data on the following 
indicators available in Damu GIS: no. of 
borrowers; no. of loan accounts opened; no. 
of new jobs created; amount of loan in US$; 
purpose of loan; & type of business 

 

 Sept 2011 

ADB = Asian Development Bank; Damu = JSC "Entrepreneurship Development Fund 'Damu' "; GAD = Gender and Development; GAP = Gender Action Plan under the 
Program; GFP = Gender Focal Point; GIS = Geo-Information System; M&E = monitoring and evaluation; NC = The National Commission (NC) of women affairs and the 
family-demographic policy under the President of the Republic of Kazakhstan; NGO = non-governmental organization; PFI = participating financial institution; Program 
= Small and Medium Enterprise Investment Program; SME = small and medium enterprises. 
Source: Asian Development Bank.  
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Attachment 2 to Schedule 5 of the FFA 
 

PROHIBITED ACTIVITIES LIST 
 
An SME borrower involved in any of the following activities is not qualified to receive an SME 
loan supported by the proceeds of any financing provided under the Facility: 
 

(a) production or activities involving harmful or exploitative forms of forced labor4
 or 

child labor5; 
(b) production of or trade in any product or activity deemed illegal under host 

country laws or regulations or international conventions and agreements or 
subject to international phaseouts or bans, such as (i) pharmaceuticals6, 
pesticides, and herbicides7, (ii) ozone-depleting substances8, (iii) 
polychlorinated biphenyls9 and other hazardous chemicals10, (iv) wildlife or 
wildlife products regulated under the Convention on International Trade in 
Endangered Species of Wild Fauna and Flora11, and (v) transboundary trade in 
waste or waste products12; 

(c) development, production, repair, or purchase of or trade in weapons and 
munitions, including paramilitary materials; 

(d) production of or trade in alcoholic beverages;13 
(e) production of or trade in any product containing tobacco, packed in consumer 

package and designed for end-user with the exception of pharmaceutical 
product containing nicotine; (Footnote 13) 

(f) business activities related to organizing and carrying out gambling, casinos, 
and equivalent enterprises; (Footnote 13) 

(g) production of or trade in radioactive materials14, including nuclear reactors and 
components thereof; 

(h) production of, trade in, or use of unbonded asbestos fibers15; 
(i) commercial logging operations or the purchase of logging equipment for use in 

primary tropical moist forests or old-growth forests; 

                                                 
4 Forced labor means all work or services not voluntarily performed, that is, extracted from individuals under threat of 
force or penalty. 
5 Child labor means the employment of children whose age is below the host country’s statutory minimum age of 
employment or employment of children in contravention of International Labor Organization Convention No. 138 
“Minimum Age Convention” (www.ilo.org). 
6 A list of pharmaceutical products subject to phaseouts or bans is available at http://www.who.int. 
7 A list of pesticides and herbicides subject to phaseouts or bans is available at http://www.pic.int. 
8 A list of the chemical compounds that react with and deplete stratospheric ozone resulting in the widely publicized 
ozone holes is listed in the Montreal Protocol, together with target reduction and phaseout dates. Information is 
available at http://www.unep.org/ozone/montreal.shtml. 
9 A group of highly toxic chemicals, polychlorinated biphenyls are likely to be found in oil-filled electrical 
transformers, capacitors, and switchgear dating from 1950 to 1985. 
10 A list is available at http://www.cites.org. 
11 A list is available at http://www.cites.org. 
12 As defined by the Basel Convention; see http://www.basel.int. 
13 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. 
14 This does not apply to the purchase of medical equipment, quality control (measurement) equipment, and any 
equipment for which ADB considers the radioactive source to be trivial and adequately shielded. 
15 This does not apply to the purchase and use of bonded asbestos cement sheeting where the asbestos content is 
less than 20%. 
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(j) marine and coastal fishing practices, such as large-scale pelagic drift net 
fishing and fine mesh net fishing, harmful to vulnerable and protected species 
in large numbers and damaging to marine biodiversity and habitats; and 

(k) any activity prohibited by the law of the Republic of Kazakhstan. 
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SCHEDULE 6 
 

UNDERTAKINGS 
 
 
In addition to such undertakings as ADB will reasonably require in legal agreements for 
individual tranches under the Facility, Damu undertakes the following: 

 
1. Implementation of the Action Plan and other SME-related policies. Damu shall: (a) 

work closely with  the Ministry of Economic Development and Trade of Kazakstan and 
other key stakeholders to implement the Action Plan and other SME-related policies; (b) 
maintain the Investment Program and related financing plan; (c) provide annual updates 
on progress concerning the implementation of the Action Plan and the Investment 
Program to ADB; (d) notify ADB of any changes to the Action Plan and/or other SME-
related policies that may otherwise substantially affect the Investment Program and/or 
related financing plan; (e) consult with ADB through a policy dialogue affecting any of 
these elements. 

 
2. Selection of PFIs. Damu shall select qualified PFIs in close coordination with ADB in 

accordance with the agreed-upon criteria. 
 
3. Local consultation and gender. Damu shall ensure that the Gender Action Plan 

agreed under the MFF is duly implemented, and that both male and female 
entrepreneurs are given equal opportunities to access to SME credit lines extended 
using the proceeds of the financing provided under the Facility. 

 
4. ADB's Policies and Procedures. Damu shall comply with all ADB’s relevant policies 

and procedures, including, among others, those on disbursement, safeguards, social 
dimensions, gender, governance, anticorruption, anti-money laundering and anti-
financing of terrorism measures, in the preparation and implementation of projects and in 
making subloans to qualified PFIs. 

 
Breach of any of these undertakings will trigger ADB’s right to withhold financing under any 
tranche, and to suspend or terminate the Facility.  
 



 
(RRP Linked Document)  

 

 

PERIODIC FINANCING REQUEST  
 
[Date] 
 
TO:  Asian Development Bank 
 6 ADB Avenue 

Mandaluyong City, Metro Manila 1550 
Philippines 

 
ATTENTION:  Director General 

Central and West Asia Department 
  Fax No: +632 6362301  
 
 
Sir/Madam: 
 
RE: Small and Medium Enterprise Investment Program: 

Periodic Financing Request # 1 
     
Please refer to the Framework Financing Agreement ("FFA") for the Small and Medium 
Enterprise Investment Program dated [_________] among Asian Development Bank ("ADB"), 
JSC "Entrepreneurship Development Fund 'Damu' " ("Damu") and Republic of Kazakhstan 
("RoK"). Expressions defined in the FFA shall have the same meanings herein. 
 
Pursuant to the provisions of the FFA, Damu requests ADB to process this PFR for a tranche, in 
the form of a financial intermediation loan of          [$150 million equivalent]        Tenge from its 
ordinary capital resources at a fixed interest rate. The proposed financing amount, terms, 
conditions, and related financing plan are set forth in the Attachment hereto. Descriptions of the 
project for which financing is hereby requested are set out in Annexes 1 and 2 of the said 
Attachment. 

 
RoK hereby confirms that a guarantee in form and substance acceptable to ADB will be 
executed and issued, and confirmed as the valid and binding obligation of RoK, as a condition 
precedent to the requested tranche becoming effective.  
 
 
By: JSC "Entrepreneurship Development Fund 'Damu' " 
 
        [Signature of Authorized Representative] 
 Bulat T. Mukushev 
 Chairman of the Management Board 
 
 
By: Republic of Kazakhstan 
 
 [Signature of Authorized Representative] 

[Full Name and Title of Authorized Representative] 
Ministry of Finance 

 
 



 

 

Attachment 
 
Project Description 

 
 

The project proposed for financing under the requested PFR helps 
address the need for medium term credit by small and medium 
enterprises ("SMEs") in Kazakhstan. SME demand for medium term 
credit over the period 2010-2014 is currently estimated at $2.8 
billion. As a result of the global financial crisis, lending to SMEs in 
Kazakhstan has declined from a high of $5.3 billion during the 
second quarter of 2007 to $1.2 billion in the third quarter of 2009. 
Limited access to funding has resulted in a significant decline in the 
contribution of SMEs to GDP from 35% in 2007 to an estimated 17% 
in the first half of 2009.  
 
Limited SME access to finance is a key constraint identified in the 
2020 Development Strategy ("Strategy") recently adopted by the 
Government of Kazakhstan.  The Strategy supports an increased 
role for the SME sector in economic diversification. Damu, as a 
wholly-owned subsidiary of the Samruk-Kazyna National Wealth 
Fund of Kazakhstan, which in turn is an organization 100% owned by 
the Government of Kazakhstan and an entity established to facilitate 
SME development, has been implementing subsidized credit lines for 
SMEs in Kazakhstan. Pursuant to the Strategy, Damu recently 
adopted a "Action Plan to Increase Access to Finance for SMEs" 
("Action Plan"). The proposed project will help Damu to implement 
the Action Plan. 
 
The proposed project is for ADB to provide a financial intermediation 
loan in Tenge to Damu for its on-lending through subloans to 
qualified participating financial institutions ("PFIs") to fund their 
respective SMEs loans, leases, credit lines and guarantees to SMEs 
in Kazakhstan for such SMEs' modernization and expansion. 
 
The Design and Monitoring Framework for this tranche is in Annex 1. 

  
Cost Estimates and 
Financing Plan 

The total cost of the proposed project is estimated at $700 million 
equivalent.  The detailed financing plan is in Annex 2. 

  
Loan Amount and 
Terms 

The request is for a loan of          [$150 million equivalent]        Tenge 
from ADB's ordinary capital resources with an interest charged at a 
rate equal to the aggregate of (1) ADB's cost of raising fixed-rate 
medium-term Tenge-denominated wholesale funds to be used to 
fund the project and (2) ADB's prevailing contractual spread for a 
sovereign guaranteed loan, payable semi-annually in arrears, and 
such other terms and conditions as agreed in the FFA, and further 
supplemented under the Loan Agreement. 
 
The initial drawdown of the loan is expected to take place at or about 
the same time as ADB receives the relevant tenge funds under the 
first swap.  Each PFI will have up to one year from the date of its 
receipt of the subloan proceeds from Damu to disburse funds to 
SMEs. The PFIs will bear the credit risk associated with their loans to 
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SMEs and shall independently determine their creditworthiness and 
the terms and conditions of such SME loans supported by the 
project, in accordance with international best practices for lending to 
SMEs (includes determination of margins and associated fees, 
security taken and documentation). Each SME borrower must be a 
small and/or medium enterprise according to the definition stipulated 
in the Law on Private Entrepreneurship of the Republic of 
Kazakhstan and not be engaged in any prohibited activity listed in 
Schedule 5 of the FFA. Each subloan agreement between Damu and 
the relevant PFI ("SLA") will include an undertaking by such PFI to 
use its best efforts to ensure that at least 50% of the aggregate 
principal amount of the SME loans of the PFI is used for investment 
purposes and at least 40% of the aggregate principal amount of the 
SME loans of the PFI is provided to SMEs located outside of Almaty 
and Astana cities. The maturity date of the loan will be up to 7 years 
from the initial drawdown date. 

  
Period of  
Loan 
Utilization 

The Project is expected to be completed by 2011. No disbursements 
from the loan account will be requested or made later than one year 
from the effective date of the loan agreement for this tranche. 

  
Implementation 
Arrangements 

The Executing Agency will be Damu, which will be responsible for 
overall implementation, including administration and disbursement of 
the proceeds of the proposed loan from ADB. Using withdrawals 
under the proposed loan from ADB, Damu will make subloans 
totaling ____ [$150 million equivalent]___  through SLAs to PFIs. 
Damu, in close coordination with ADB, will screen and select 
qualified PFIs. The selection criteria will consider, among other 
things, the financial soundness of the PFIs (solvency, liquidity, 
profitability), risk management, corporate governance, branch 
network, portfolio in non-subsidized SME intermediation, and 
sufficient internal environmental and safeguard procedures. Damu 
will make subloans to PFIs for their further lending to SMEs at 
market-based interest rates in accordance with policies and 
procedures set out in the Facility Administration Manual previously 
agreed with ADB, and will monitor each PFI's performance 
accordingly. 
 
Each PFI shall provide to Damu and ADB: 
 

- during the disbursement period, monthly progress reports 
showing the amount that has been disbursed by such PFI, 
along with amount, tenor, and interest rate for each SME loan 
in the portfolio supported by the project, identify loans 
provided to SMEs controlled by women, number of 
employees of the borrower, and the location and business 
activities of the SME borrower in question; 

- at the end of the disbursement period, quarterly progress 
reports showing the above information and including 
additional information regarding the status of SME loans 
made (i.e., classifying each SME loan according to local 
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regulatory classification standards); 
- annual audited financial statements relevant to the SME loan 

portfolio prepared by an auditing firm acceptable to Damu 
within 180 days after the end of each fiscal year; and 

- An annual statement demonstrating compliance with ADB’s 
social and environmental safeguard policies and guidelines, 
in a form satisfactory to ADB.  

  
Confirmation of 
Continuing Validity of 
and Adherence to 
Provisions of FFA, 
Previous Agreements, 
and the Design and 
Monitoring Framework 

Damu confirms that the understandings set out in the FFA have been 
adhered, and remain true to date. 
 

  
Readiness of the 
Project for 
Implementation  

With ADB support, Damu has developed a market-based credit 
lending program for SMEs for their expansion and modernization – 
this program differs from the existing credit lines currently being 
provided to SMEs by Damu. These existing credit lines implement 
the Government’s diversification strategy, have a focus on priority 
sectors, and includes limits on interest rates charged to SME 
borrowers. SME demand for medium term market-based credit has 
been confirmed along with PFI demand for the new market-based 
product. New streamlined monitoring and implementation procedures 
have been developed for the market-based program. 
 
The basic terms of relevant local currency financing arrangements 
and the financing structure to enable the provision of medium term 
local currency denominated credit at market-based costs under this 
tranche have been agreed by ADB, Damu and RoK. 
 
A set of eligibility criteria for PFIs to obtain subloans from Damu by 
using the proceeds of the proposed loan under this tranche has been 
agreed with ADB, and based on such criteria, eligible PFIs have 
been identified and relevant due diligence has been completed. A set 
of the eligibility criteria for SMEs to obtain loans from PFIs has also 
been established, along with a monitoring framework to track 
implementation progress and achievement of key project outputs and 
outcome. 

  
Safeguards 
 

The loan proposed under this tranche has been categorized 
according to ADB's standards as "FI" with respect to environment 
and social safeguards.  Because the subprojects financed under this 
tranche will have minimal or no adverse environmental or social 
risks, the project to which this tranche relates is treated as category 
"C". The SMEs loans made and credit lines extended by PFIs under 
this tranche will conform to ADB's Safeguard Policy Statement 
(2009) and will comply with all applicable requirements of 
Kazakhstan's labor and environmental legislation and regulations. 
PFIs will make only those SME loans or credit lines which have 
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minimal or no adverse social or environmental risks.  Any loan made 
or credit lines extended by PFIs to SMEs, which: (i) falls under 
ADB's environmental and social safeguard categories "A" or "B", 
and/or (ii) specifically requires environmental assessment 
clearances by the Government, will not be financed by using the 
proceeds of the proposed loan under this tranche.  Furthermore, no 
PFI will use the proceeds of the loan proposed under this tranche to 
make any loan to an SME, who engages in any prohibited activity 
listed in Schedule 5 of the FFA. 
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Annex 1 
 

DESIGN AND MONITORING FRAMEWORK 
(for Tranche 1) 

 
 
Design 

Summary 
Performance Targets and 

Indicators 
Data Sources and 

Reporting Mechanisms 
Assumptions and Risks 

 
Impact 
Sustained job creation 
and economic growth  
 

 
Increase in the SME sector’s 
contribution to GDP from 
T2,683 billion in 2009 to 
T3,500 billion in 2011  
 
SME sector employment 
increases from 2,088 million 
in 2009 to 2.5 million in 2011 
 
 
 

 
GoK Statistics  
 
Damu statistics 
disaggregated by gender 
 
 

Assumptions 
 
Macroeconomic Stability 
 
Strong Government 
commitment for reforms 
 
Global economy recovers from 
financial crisis 
 
Increased aggregate SME 
lending results in increased 
aggregate output of SMEs 
 
Risks 
 
Absorptive capacity of 
government agencies to 
implement legislative and 
regulatory reform agenda (doing 
business)  

Outcome 
SME sub-borrowers 
have increased access 
to medium term credit on 
a sustainable basis  

 
Total number of SME loan 
accounts increases from 
116,556 in 2009 to 145,249 
in 2011 
 
Outstanding SME loans 
increases from T1.708 billion 
in 2009 to T2.129 billion in 
2011 
 
 
 

 
GoK statistics 
 
PFI reports 
 
Damu reports 
 
 

Assumptions 
 
Adequate demand for SME 
credit on market terms by 
borrowers. 
 
PFIs have sufficient risk taking 
capacity and willingness to 
deliver medium-term credit to 
SMEs in a sustainable manner. 
 
Government implements 
measures to ameliorate other 
SME and financial sector 
distortions. 
 
Risks 
 
Downturn in economic activity 
reducing SME's demand for 
credit and repayment capacity 
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Design 
Summary 

Performance Targets and 
Indicators 

Data Sources and 
Reporting Mechanisms 

Assumptions and Risks 
 

 
2. Improved capacity of 
Damu to provide 
sustainable access to 
finance for SMEs  
 
 
 
3. Financial sector 
outreach with a focus on 
women entrepreneurs 
 
 

 
Damu adopts streamlined 
business processes and 
procedures 
 
Number of Damu staff trained 
 
 
Number of women 
entrepreneur borrowers 
under Damu programs 
increases from 16% of loans 
in 2009 to 20%  in 2011 
 

 
PFI annual reports 
 
Damu annual report 
 
 
 

 
SMEs use on-lent funds to 
expand their businesses 
 
Risks 
 
Higher than expected 
delinquency rate on SME loans. 
 

Activities with Milestones 
1.1 FFA signed by ADB, Damu, and RoK; PFR#1 submitted by Damu and endorsed 
by RoK (October/November 2010) 
1.2  Loan Agreement signed by ADB and Damu; Guarantee Agreement signed by 
RoK and ADB (October/November 2010) 
1.3 Damu signs subloan agreements with PFIs (October/November 2010) 
1.4 Applications for Withdrawal submitted by Damu backed by matching 
drawdown/withdrawal requests from PFIs (October/November 2010) 
1.5 ADB enters into swaps to obtain Tenge funds and disburses such funds to Damu 
(and then Damu to PFIs) (November/December 2010).  
1.6 PFIs make loans to SMEs using funds from Damu borrowed from ADB (November 
2010 to October 2011) 
1.7 Damu provides (i) monthly progress reports to ADB until loan funds fully disbursed 
by PFIs; (ii) quarterly progress reports to ADB; (iii) annual evaluation and monitoring 
report; and (iv) annual audited financial statements and audited project account (June 
2011) 
2.1 Consultants recruited and mobilized (January 2011 for individuals, March 2011 for 
firm 
2.2 Consultants finalize work plans and begin implementation (April 2011) 
2.3 Consultants conduct survey to clarify constraints to SME development, efficiency 
of Damu programs, and to develop improved future Damu programs (May 2011) 
2.4 Consultants assess Damu’s corporate governance and make recommendations to 
improve (work begins in May 2011).  
2.5 Consultants review Damu training and advisory programs for SMEs and make 
recommend improvements (work commences in May 2011) 
2.6 Final TA reports submitted (November 2011) 
3.7 TA completed (December 2011) 

Inputs 
 

(in Tenge equivalent)
ADB OCR loan $150 million  

Participating 
financial 
institutions 

$350 million 

Government  $200 million 

Total $700 million 
 

TA ADB grant $650,000 
 

ADB = Asian Development Bank; Damu = JSC "Entrepreneurship Development Fund 'Damu' "; FFA = framework financing 
agreement; GAP = Gender Action Plan; GDP = gross domestic product; GIS = Government Information System; GoK = 
Government of Kazakhstan; OCR = ordinary capital resources; PFI = participating financial institution; PFR = periodic financing 
request; RoK = Republic of Kazakhstan; SME = small and medium enterprises; TA = technical assistance project. 
Source: Asian Development Bank. 
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Annex 2 
 
 

FINANCING PLAN FOR TRANCHE 1 
 

Source Total 
($ million equivalent in Tenge) Share (%) of Total 

Asian Development Bank1 $150 21% 

PFIs2 350 50% 

Government of Kazakhstan3 200 29% 

Total $700 100% 
1 Lent to Damu for on-lending to PFIs, then SMEs. 
2 Represents co-financing coming from short term and other deposits and equity. 
3 Through subsidized lending program to enterprises engaged in priority sectors.         
Source: Damu estimates. 

 
 
 


