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EXECUTIVE SUMMARY

In the postCovid19 recoveryperiod the ole of micro-, small and medium enterprisSME$% in delivering
energyefficient products and providing renewable energy equipment can beatecesiveif they are provided

with necessary incentives.

This caimmake possibleestaring MSMEsand even creaing new ones wherthe employment opportunities are

scarce MSMEs can benefit from clear guidelines on access to financing, access to markets, access to advance
technologies, and aupportiveenvironment created byffectivegovernmenal policiesand measuresMSMEs
canalso benefit fromactualexamples of sucasful implementation oénergy efficiency and renewable energy

measures, includingecoverythat led to significant economic gains.

LYy tKIFrasS m 2F (KS LINP2SOWVIDdPtRBEAINAYVROS I R ObK S 28 &
developed theGuidelines and Best Practices for Micr8mall and Medium Enterprises in Delivering Energy

Efficient Products and in Providing Renewable Energy Equipment

Thepublicationpresentsexamples of best practices in the energy efficiency sector and in dzeadrenewable
SYSNHe& NBf SFIyil tdFtaeNJowd{9asid and poRrisisl2o6\ery, as well as case studies on
practical measures for MSMEs in getting accessarkets, financing, and advanced technologieslso contains
recommendatios to Governments for developing policy guidelines and establishing finainciahtives

schemesCountries of theJNECE regionanbenefit from customization of the Guidelines and Best Prastice

Georgiais one of the pilot countries for such customizatithat takes into consideration specific conditions of

the country. Ths study include analysis of the environment i@eorgiathat MSMEs face as a result of the Cevid

19 crisis; best practices in the area of energy effici€&&)nd renewable energfREjmplemented inGeorgia

that demonstratehow MSMEscan respond to the current challenge; measures that MSME&éorgiacan
undertake in delivering energy efficient products and in providing renewable energy equipment that would help
them restore business confidence; and recommendations to the Governmépéafgiain creatingfavourable
environment for MSME® run theeconomiaecoverymore smoothly and effectivelgndin line with sustainable

development goals.

In Georgia, the severe health crisis caused by CQ¥las forced the Government to introduce drastic measures
such as lockdown, quarantine, and restriction to mapikivhich in turn affected the business environment. Most

of the MSMESs had a significant impact from the pandemic and struggled to keep their operations. Immediate
measures were necessary since the companies were not ready and were insecure about fogiseesdue to

lack of prior knowledge of the virus and lack of certainty in the forecast.

L https://unece.org/sustainableenergy/publications/guidelineand-bestpracticesmicro-smaltand-medium-enterprises
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MSMEs responded to the crisis with curtailing the production, switchingaiking remotely from home, and
even stopping operationsifter the outbreak of COVHD9 the majority of MSMEs (68%) faced decreased
demand for their serviceand had to curtail their operationsvhich resulted in energy consumption decrease.
Such decrease influenced the demand foreRH EE products and services among MSMEs on one hand, and
deaease of public interesin invesing in REand EE product®n the other hand which was a result othe

Government providingubsides forthe energy bills.

Due to the lack of means fonost ofthe MSMES to fight the pandemic, tl@vernment introduced the arti
crisis plamaiming at improving the social status of citizeasd certain measures for business sector that would
help businessedo maintain the economic stability during the pandenaind assist in the recovery. These
measures include thencome taxand property taxexemptions VAT refundjncreasedco-financing for loan
interest rates allocaion of additional financial resources like introduction ofeditguarantee scheme

expansion oexistingmicro- and small grants programnfer businesses.

As survey among MSMEs demonstrates, such support was timeB/2ao¥ businesss appled to the state for
financial assistancdhe most widely used initiativesed by the surveyed MSMiassa subsidyfor employe& Q

salariesand personal income tax. These two initiatives were perceagdsefuby 44% of surveyed companies.

Based on the findings of the study a set of recommendations for the Government and the MSMEs working in the
energy effiiency and renewable energy sector has been elaborated that will increase their capabilities to

overcome the crisis and facilitate a quick recovery.
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. INTRODUCTION

1.1. Background information

United Nations Economic Commission for Europe (UNECE) is onepairtihers implementindJnited Nations
Development AccounfUNDA LIN2 2SOl  aDf 2061 £ ICOWER ledurhefic® of it AMSMER &
aSO02NWPE ¢KS 2@0SNIff 32t arityand sBientsPracHsmall akdimediugn & G |
enterprises (MSMES) in developing countries and economies in transition to mitigate the economic and social
impact of the global COVAI® crisis.

The covidl9 pandemic isne ofthe most significansocial andeconomic evergin our lifetime.lt hasimpacted

and continues to impact nations and citizens alike.

UNCTAD Secretafyeneral Mukhisa Kituyi said a 2 Ay 3 NI LARt & | ONRP&aa o02NRSNXR
the global economy, the spread of the virus has benefited from the underlying imeectednesg and frailties

¢ of globalization, catapulting a global health crisis into a global economic shock that has hit the most vulnerable
0KS KFPNRSadoé

The coronavirus pandemic affects the economy, especially SMESs, on both the supply and dielesand s

On thesupply side companies experience a reduction in the supply of labour, as workers are unwell or need to
look after children or other dependents while schools are closed and movements of people are restricted.
Measures to contain thdisease by lockdowns and quarantines lead to further and more severe drops in capacity
utilisation. Furthermore, supply chairare interrupted leading to shortages of parts and intermediate goods.

On thedemand side a dramatic and sudden loss of demandiarvenue for SMEs severely affects their ability

to function, and/or causes severe liquidity shortages. Furthermore, consuméerience loss of income, fear

of contagion and heightened uncertainty, which in turn reduces spending and consumption. Tieete a&re
compounded because workers are laid off and firms are not able to pay salaries. Some sectors, such as tourisn
and transportation, are particularly affected, also contributing to reduced business and consumer confidence.
More generally, SMEsafeA { St & (2 0S Y2NB @dzZ ySNIo6ftS §2 WwWazoOArl f

The impact of the virus could have potential spiters intofinancial markets, with further reduced confidence
and a reduction of credit.

These various impacts are affecting bdarger and smaller firms. However, the effect on SMEs is especially
severe, particularly because of higher levels of vulnerability and lower resilience related to their size.

In all OECD countries, SMEs account for the vast majority of companies,dddéagesaad employment. However,

in some regions and sectors that have particularly felt the impacts of the situation, the prevale884Es is

even higher. For example, in some of the most affected regions, like Northern ltaly, the significance of SMEs
within the economic structure is even more critically important. Likewise, SMEs are strongly represented in
sectors such as tourism and transportation, which are significantly affected by the virus and the measures taken
to contain it, as well as fashion anabfd where short delivery times are of esserite.

2 hitps://unctad.org/news/covid19seconomicfallout-will-long-outlive-health-crisisreport-warns
3

https://nextcity.org/daily/entry/cities-starting-grapple-with-small-business-declines-due-to-virus-outbreak?utm_source=Next+
City+Newsletter&utm campaign=5d645c1081-EMAIL CAMPAIGN 2019 02 21 05 47 COPY_01&utm medium=email&ut
m_term=0_fcee5bf7a0-5d645¢c1081-43981729

4 http://www.oecd.org/coronavirus/policyresponses/coronavirusovid-19-sme-policy-responses04440101/
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SMEs may have less resilience and flexibility in dealing witbhastsfor prevention as well as changes in work
processes, such as the shiftdstanceworking(such costs may be higher for SMjasen their smaller sizg but

also because of low level digitalisationthey facedifficulties in accessing and adopting technologies. Given the
limited resources of SMEs, and existing obstacles in accessing capifadrittetover which SMEs can survive
the shock is more restricted than for larger firms.

Increasingly, the COD® crisis has sparked interest in reducing costs and increasing productivity in many
businesses. The companies should consider improving resource efficiency by investments in #icerggye

and renewable energy, and adoption circular economy principles as well as achieve optimization of water and
energy consumption through introduction of smart technologies and generation of energy from waste products.
Careful monitoring of input wscan help to reduce operational costs.

In Phase 1 of the proje¢t Df 20 £ Ly A (i ACOVIEMLS NIR3dZNERSYY A8 a2IBNEGEKNhSs a { a
publishedGuidelines and Best Practices for Mi¢i®mall and Medium Enterprises in DeliveimgergyEfficient
Products and in Providing Renewable Energy Equipm&he study presents examples of best practices in the
SYySNHE STFTAOASYyOe& aSOU2NJ FYyR Ay GKS I NB®lthe @UidINB Yy S ¢
crisis and postrisis ecovery, as well as case studies on practical measures for MSMEs in getting access to
markets, financing, and advanced technologies. The report provides guidelines to MSMEs on access to financing,
markets, and advanced technologies and recommendationsowetaments for developing policy guidelines

and establishing financial incentives schent@suntries of the ECE region will benefit from customization of the
Guidelines and Best Practices.

Georgia is one of the pilot countries for sunlstomization that takeinto consideration specific conditions of

the country. This report presentm analysis of the environment in Georgia that MSMESs face as a result of the
Covid19 crisis; best practices in the area of energy efficiency and renewable energy implemented in Georgia
that show how MSMEs may respond to the current challenge or similalengak in the past; measures that
MSMEs in Georgia can undertake in delivering energy efficient products and in providing renewable energy
equipment that would help them restore business confidence; and recommendations to the Government of
Georgia in credmg enabling environment for MSMESs to facilitate an economic recovery that would be in line
with sustainable development goals.

The reportéGuidelines and Best Practices for MSMEs in delivering energy efficient products and in providing
renewable energy guipmeng developedby UNECHvas partially used as a basis and a referenaten
developingthis study.

5 https://unece.org/sustainableenergy/publications/guidelineand-bestpracticesmicro-smalland-medium-enterprises
10
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1.2. MSMEs in Georgia

1.2.1. Definition of MSMESs in Georgia
In Georgia, there is no universally accepted definition of SMEs. The definitions of SMEs diiéeNational
Statistics Office of Georgia, in the Law of Georgia on Accounting, Reporting, arfyl @dlin the Tax Code of
Georgia.

TABLEL. Category of Enterprises by Number of Employees and Annual Turnover

Category Number ofemployees Average annual turnover (GEL

Micro <10 <1 000 000

Small <50 1 000 00G 12 000 000
Medium 51-249 12 000 00650 000 000
Large >250 >60 000 008

Meanwhile, the size of enterprises according to the Law of Georgia on AccounRegorting, and Audit is
determined as follows’

waAONRPSYGSNIINAAS o6O0FGS3I2NE L%0O Fy Sydiide ¢Kz2as
two of the following three criteria: (1) The total value of assets does not exceetl @ifllon;(2) The revenue

does not exceed GELmillion; and (3) The average number of persons employed during the reporting period
does not exceed 10;

{YFHff SYyGSNLINRAA&AS o6O0FGS3I2NEB LLLO 'y Sydade GKI
indicators, at the end of the reporting period, meet at least two of the following three criteria: (1) The total
value of assets does not exceed GEmillion; (2) The revenue does not exceed G&Imillion ; and (3) The
average number of persons emplayduring the reporting period does not exceed 50;

aSRAdzY SYGSNIINR&S o0O0FGS3I2NRB LLO 'y Syidadge GKI
categories, and whose indicators meet, at the end of the reporting period, at least two of the fajltiwee
criteria: (1) The total value of assets does not exceed@Btillion; (2) The revenue does not exceed GEL
100 million; and (3) The average number of persons employed during the reporting period does not exceed
250;

Large enterprise (category l)an entity whose indicators, at the end of the reporting period, meet at least
two of the following three criteria: (1) The total value of assets excé@drillion GEL($20 million); (2) The
revenue exceeds GHIOO million; and (3) The average numberpeirsons employed during the reporting
period exceeds 250.

€

>

6 https://matsne.gov.ge/en/document/view/3311504 ?publication=4

"USD 1 = GEL 3.3168nnual nominal exchange rate according to the National Bank of Georgia.
https://www.nbg.gov.ge/index.php?m=582&Ing=er(@4.02.2021)

8 https://www.oecd-ilibrary.org//sites/4a217b07en/index.html?itemld=/content/component/4a217bG&n#tablegrp
d1el420

9 https://saras.gov.ge/en/Home/ReportSupervision

11
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In the Tax Code of Georflaanother set of definitionfor enterprise types are provided for which a preferential
tax regime is in force. The size of enterprises is determined by the Tax Code of Georgia as follows:

A aAONROdzAAYSaa adl Gdza Sy i NB LINB y S dzNXcondusgt ledbraaNiz f L.
activity independently, and have an annual gross income of up t@GHEQO;
A {YrHtt SYGSNLINARAS adl Gdza SYGNBLINBYySdzZNE ¢gK2asS 3N

does not excee®GEL500,006.

Moreover, financialingt G dzi A 2y & Ay DS2NHAI | fa2 KIFI@ZS RAFTFSNBy
For this document, the definition and methodology given by the National Statistics Office of Georgia is used when
analyzing the statistical data.

10 https://matsne.gov.ge/en/document/view/3311504?publication=4
11 The annual nominaéxchange rates GEL/USB.{1GEL/1USPThe data were taken from the National Bank of Georgia.

12
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ll.  Analysis of the enviroment that MSMEs working in the area of
energy efficient products and services and renewable energy in
Georgia face as aesult of the Govid-19 crisis

2.1. Methodology used for the study

The overall objective of the study isdnalyzethe situation inGeorgia thaMSMEdace as a result of the COVID

19 crisisas well abest practices in the area of energy efficiency and renewable energy implemented in Georgia
The aim of the sturdy is alo todemonstratehow MSMESs respond to the curredhallengscaused by COVID

18 pandemic.The paper is alsointended to analyzéhe measures that MSMEs in Georgia can undertake in
delivering energy efficient products and in providing renewable energipatgnt, that would help them restore
business confidencé he study will also provideecommendations to the Government of Georgia in creating
enabling environment for MSMEs to facilitate anonomic recovery that would be in line with sustainable
developnent goals

The methodology used for this study includedllection and analysif information fom various sources
including governmentabodies reports developed by various agencies and organizatiguesstionnairedilled

during online interviews with MSMEs working in RE &EE fijekthd case studies clean energy projects
demonstrating application of RE & EE technologies by local MSMEs in Georgia throughout 2020

General data on MSMEs sizes, impact of CQ91bn the turnover, production of MSMEs was obtained from
National Statistic©ffice of Georgia, while information on government response and support to businesses was
obtained from Governmental sources

For the analysis of the environment in Georgia that MSMEs face as a result of thelSaridis the results of
surveys conducted bgricewaterhouseCoopers (PwC) Georgia LLC, inparticular d DS 2 NHA 'y . dzaAy Saa
CoViemodp LI YRSYAO¢ a lwaup Sumvey of Geoygian Busingsk in the face of G\ID LJF Y RS Y A
Ociober2020among 774 various size companesre used.Thelatter survey answersuchquestionsas current
COVIBEL9 related difficulties, actionsndertakenrelated to combating the effects of the virdgancial liquidity,
businesses' predictions regarding the development of the situation in their companies, utilization of the
government initiativesand supply chatnelated problems.

In addition to thereview and analysis of the obtained informatjdifteen in-depth interviewswith enterprises
working in RE & EE fielekre conducted to explain better the causes of the issues identified duringrtalysis

of the information on pandemic impact on MSMES&or the selection oMSMEswvorking in energy efficiency

and renewable energy fieltb be interviewed various sources of information were useahd initial list of
companies working in RE/EE field was narrowed (some companies ceased functioning or are temporarily closed
could not be reached, refused to be interviewed) and ended up withdtBpanies ready to participate in the
current study and b interviewed.

COVIBL9 restrictions imposed in the countmpade faceto-face meeting impossible. Thereforein-depth
interviews were conducted online. The interviesggeceivedthe questions in advance. Tljeestionnaireused

during the interviews with the companies working in RE & EEdleligsidewith the general questions about
company contained questions related to the COMItp A YLJ OG 2y O2 Y LJ yope@iionsd dza A

13
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financial stability, employeeqerspectives,etc. Someinterviewees spoke very franklgbout problems faced,

provideddeepunderstanding of the problems and their visiand motivation. The filled questionnaires were
then processed, anadgd and results presented as charts in various chapters of this sTudyquestionnaire for
MSMEsworking in the target sectors is providedAmnex 2

2.2. General impact of COVID-19 crisis on MSMEs

The effects that the COVAL® pandemic has on the esomic and productivity growth of the MSMEs was clearly
2dzif AYSR Ay GKS 3ISySNIf dddzReé o0& GKS, srhabh and tnediand dzA R
enterprises in delivering energy F FA OASY i LINBPRdzOGa YR Ay LINESENRA Y 3
how MSMEs respond to the different measures and uncertainties that arise from the mix of restrictions,
government measures, and the behavior of the people. Investment cycles are broken for some of the MSMEs
and substituted by emergency measureskeep the businesses afloat while some of the MSMESs are seeing how
the markets change and try to adapt their business model to face a new reality. Within this study, these effects
are analyzed in a local context.

2.2.1.Georgia GrossDomesticProduct'?

In the 39 quarter of 2020, the volume of GOifigure 1)at current prices equaled to GERB,331.2million, while
the decline in real GDRas 5.6 percent compared to the same period of previous year.

Figure 1. Gross Domestic Product of Geégioral
GDP Sectoral Structure in Q3 2020 Structure
(Percent)

é

The decline was observed in tfalowing sectors®:

1 Accommodation & food service activitie$3.1%)
9 Transportation & storageZ5.0 %)

1 Arts, entertainment & leisure-82.4 %)

1 Administrative & support service activitieg9.0 %)
1 Professional, scientific &technicattivities ¢12.5 %)
9 Electricity, gas, steam & air conditionin@X.5 %)

9 Financial and insurance activitied.4 %).

The growth was observed in the following sectors:
1 Public administration and defense;

compulsory social security (4.3 %)

Human heah & social work activities (6.6 %);
Education (5.6 %)

Mining and quarrying (14.7 %)

Construction (2.0 %)

Agriculture, forestry and fishing (1.5 %)

m Other sectors
= Financial and insurance activities
= Transportation and storage
Public administration and defence
= Agriculture, forestry and fishing
® Construction
m Real estate activities
m Manufacturing

=A =4 =8 -4 =

12 https://lwww.geostat.ge/en/modules/categories/23/grossomesticproduct-gdp
3 MSMEs working in the energy efficiency and renewable energy spheredistributed among such sectors as
manufacturing, construction and wholesale and retail trade
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2.2.2.Turnover byEconomic Activity

As revealed by the surveys conducted since the CQ¥I8utbreak the top four most problematic issues for
Georgiancompaniesare: decrease in demand, the currency rate fluctuations, closure of external borders, and
late payments from atints. As could be seen from the charts below the production and the turnover of SMEs
during the Il quarteof 2020 have decreased by about 24% in comparison with the same period in 2019.

Figure 2. SME Production in 2019 and 2020 (quar2)s 1

SME Production, Million GEL
8000
7000 6733
5162
2019-1 2019-I1 2020-1 2020-11
Source: GEOSTAT
Figure 3. SME Turnover in 2019 and 2020 (quari®)s 1
SME Turnover, Million GEL
14000
9198
2019-1 2019-11 2020-1 2020-11

Source: GEOSTAT
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Figure 4. Turnover of SMEs from manufacturing, construction and wholesale and retail trade in 2020
(quarter 3)

Turnover by Economic Activity Il Quarter 2020 (GEL)
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Source: GEOSTAT
GManufacturing IndustryEconstruction G- Wholesale and retail trade, repair of motor vehicles and motorcyfcles

2.2.3 The Impact of the COVHDO Crisis on Enterprise Registration

The crisis period was reflected in the registratiorpferprise. The number of registered enterprises decreased
significantly during the crisis.

Compared to the same period in 2019, the number of business registrat@amdecreased by 24.67% he
smallestnumber of businessesasregistered in Marct2020 (318) which is 13.9 times less than in March 2019
(4,429).

It should also be noted that in the period of Juf\egust 2020, the downward trend of registered businesses is
again observed with a decrease of 25.55%.

4 Note: MSMEs working in the energy efficiency and renewable energy spheegliatébuted among manufacturing,
construction, wholesale and retail trade
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Figure 5. Number of Registd Businesses in 2019

Source: GEOSTAT
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Number of registered businesses in220
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[AYAGSR [AFOoAfAGE /2YLIl w LYRAGARdzZEt Sy dNBLNByYSdzn
Wstdck/Gompany (JSC); 9 Non-commercial legal entity (NE)

W2 A )/u [LAFOoAfA g e / 2 YLJ y & | Branch of a foreign noprofit legal entity (BFNPLE)
[AYAUSR tF NUYSNRKAL] 6[ t qLegalentity under public law (LEUPL)

/' 22LISNY 0AQDS 6/ 0T 1 Branch of a foreign entrepreneurial legal entity (BFEL

gegeeee

Number of registered businesses:

1 Inthe first eight months 02019 (JanuarAugust): 3£250;

1 Inthe first eight months of 2020 (Januafygust) 25,796.
To some extent this may also be due to the restrictions imposed. Due to the severe epidemiological situation,
the governmentintroduced certainrestrictions, which concerned the rbiity as well as the functioning of
certain public or private institutionslhusthe Covid19 crisis andesultingrestrictions were the main reasons
for the decrease in the number of registered businesses.

2.2.4. Theimpact of crisis orHuman Resource

Suspension of business activity as the response to COd/i€lated difficulties resulted in employment decrease.
According to Geostat datésee chart belowhumber of employees in SMERIring quarter2 of 2020 has
decreased by about 15% in comparison with the same period in 2019.

The Governmenthas taken some measures under the aatisis plan to keep employees in tivrkplace. The
measures were aimed at alleviating the financial situation of the company sotas he forced to lay off
employees due to their difficult financial situatiorhefGovernmentAnti-Crisis Plaenvisages theneasurego

be taken by theSate to prevent the problem.
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Figure 7. Number of Employees in SMEs in-2029 (quarters )
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Source: GEOSTAT

Figure 8. Staff Reductions or Unpaid Leave since the beginning of thdd@e\diB

How many staff reductions or unpaid leave have you had since the start of
COVID-19? (As a percentage)

Completely released -100% 27

75% -100% of employees t 7

Up to 50% -75% of employees

-
Up to 25% -50% of employees - g
S

Up to 15% -25% of employees

m September = April

{2dNDSY 4DS2NBALY . dzmmipy &% ¥ REY A OK S a F Bup Sunvayfof Gedfdiah & C 2
Business in the face GOVIEM ¢ LJ- Y R $bem@6. PricévaterhouseCoopers Georgia LLC

Some of the surveyed enterprises were forcedite their employees ooffer unpaid leave for undefined period

It should be noted that the number of employees laid off in Septembengresmanent leave is 2.4 times higher

than the number of those laid off in April. This may be due to the fact that the first wave of the crisis has already
19
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caused significant damage to business, and they can no longer meet the second wave with the aaci fin
stability as the firsbne.

According to the survegonducted in Septembeb6% of companies have not cut their workforce since the start
of the pandemic.

Compared to the survegonducted in April 202(fewer companies report 100% headcount redos.

According to some respondents, most of the layoffs were for-pilaré employees. This may indicate that the
layoffs are mainly related to flexible employees.

As MSMEs working in the energy efficiency and renewable energy sphaedatibuted among such sectors
as manufacturing, construction and wholesale and retail trade betbart provides information on staff
reductions and unpaid leaves in these sectors.

Figure 9 Staff Reductions or Unpaid Leave since CO1A05tart(Manufacturing, construction and
wholesale & retail trade).

How many staff reductions or unpaid leave have you had since the start of COVID-19?

Manufacturing

construction 57 12 ”mz‘ﬂ
|
Wholesale and retail trade 66 9 2 25 10
[

0 20 40 60 80 100

®nobody was fired ®0-15% 15%-25% 25%-50% m50%-75% mW75%-100% m100%

{ 2 dzNDO S Yup &@\2y df Saorgian Business in the face of GAD LI YRSYA O¢é h OO dHAHN D
Georgia LLC

Nobody was fired; 67.3%0f respondents
Fired 015%- 10.6% of respondents
Fired 15%25%- 4.6%0f respondents
Fired 25%50%- 6.6%0f respondents
Fired 50%75%- 3%o0f respondents

Fired 75%100%- 2.6%o0f respondents
Fired everyone 5%o0f respondents

=4 =4 4 4 4 4 9
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Figure 10. Impact of COVAD® on Human Resources in MSMEs working in REE&ield

Do you have COVID infcted employee- GG

Do you have employees who returned to work after recovery from CovI i I ENNEGNGEEEEEEEE e

Did you fire employees due to temporary inability to work due to Covid infection S RGN
Did you fire employees because of the financial situation created in the comparyn G
Did the fired employee receive compensation from companyZ G

Have employees left their jobs due to COVID deseaseZin G

Do you have employees on unpaid oo IEET

Do you plan staff increase in the near future J I EC NGNS

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

HYes mNo

Source: Irdepth interviews with enterprises working in RE & EE field
Whilethe figures above reflect situation with COVIB crisisimpact on human resourcesemployees working imanufacturing, construction and wholesale

and retailtrade sectors,Fig.10 reflects the situationvith human resourceamong MSMEs working in the REER sectqrin particular the companies this
sector mamged to avoidhe staff dismissal andnly 13%of them had employees on unpaid leav&ven morein 20% ofthe MSMEswvorkingin the RE &EE
sector theemployeesresumedthe work with the companiesafter the governmentallowed the businessds resumethe work under the strict guidelines
What is notable20% of companies are optimistic for the future and will be considedririgg more employees which means production and sales inexeas
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2.2.5. COVIEL9 crisisand working remotely

Most companieddid not work remotely before, some of them have partially work#édshould be noted that switch to useremote working mode was

detrimental to a number of companieshe main factors are:

9 Part of the offices, where employees worked in the-prisis periodvere closedCompanies that rented offices were forced to stop paying rent and

consequently lost thenor were forced to continue to pay.

1 The companies, that partially switched to remat®rking mode found themselves in the most difficult situatiofihey had to provide staff

transportation.

Deliveryservice has benefited the most from switchingreamote working mode. Due to the fact that large part of the population switched to working
remotely (from home), demand for delivery services increased, which caused increase in the nurdblverfy personnelAccording to the PwC study only
about 22% of employees of SMEs were working remotely, while as reflected by questionnaireteaniews conductegdamong the companies working in
RE and EE fiel@7% ofthese SMEs had tarrange that their employeework remotely Though a significanhajority of them (73%) consider such mode of

work not profitable, 40% would provide the staff Wi necessary resourceShift to remote mode of work had impact on established working regime in 13%

of companies in target sectors and 7 % pointed out that they had to increase staffing for delivery services.

Figure 11. Impact of working remotely on enfaiises working in RE & EE Field.

Was the remote mode reflected in the company's work schedule?

Was additional production, service or other has been added to your business.

If there is need, would you provide the staff with the resources needed to work remotely?
Has the staffing of courier / service providers increased since switching to remote mode?
Is it profitable for the company to work remotely?
Did you have to switch to remote mode?

Did you work remotely?

0

7

%

4

27%

ES

20%

EYES WNO

40%

60%

80%

8

%

Sourcein-depth interviews with enterprises working in RE & EE field
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2.2.6.COVIBL9 crisis impact on the energy sector

Electricity demand in JanuaNovember 2020 (11,414 million kWigcreased by 6.18% compared to the period
JanuaryNovember 2019 (12,166.8 million k\beriod.

Economic obstacles have also created problems for the construction of power generation facilities. In particular,
construction of several small hydropower plartHPPs) the most common and ecologically clean electricity
source in Georgighas been suspended. The crisis affected small capacity (up to 15 MW) HPPs.

The reasons for the impediment to the construction of strategically important generation faaligesomplex

and despite the subsidies and financial assistance received from the Georgian government;rétapedt

issues have become a major obstacle for the facilities under construction. The main reason for the latter is the
restrictions imposed on ¢opanies in Georgia and their suppliers abroad. In particular, from 61 small HPPs with
a total installed capacity of 297 MW and a total output of 1, ##0ion kWh ((from which 42 small MW HPPs
were impacted by Covid 19 pandemic, that caused some obstacbasrying out feasibility studies, which is on
further construction commitment and 19 of them are also paused due to the pandemic and at present is on
technical economic research stage).

Most of the survey respondents noted that the crisis did not haw&gaificant impact on the number of
employees, stating that those who could work remotely continued working. It should also be noted that several
companies have expressed readiness that if there is a complete freeze on construction and the entire staff is
temporarily laid off, they will be willing to pay employees for at least two months. It is notable, that the
construction companies had forecasted stoppage in works during the winter for several months due to severe
climatic conditions on construction s&.

The crisis has not affectetie wind power plant. In particular, electricity generated by the Gori wind power
plant'® (88 million kwWh) during the same period in 2019 and 2020 is almost the same.

The crisis has also had some impact on the energy gdnartom renewable energy sources as well as on
operation of RE & EE equipment producer companiesseorgia, the demand for electricity decreased by an
average of 6.23%his is reflected in the working capacity of power plants andctresequences will be a smaller
amount of electricity. deviation from the electricity supply plan extends therseiémption period Also, in
production of renewable energy sourcéd/ modules manufacturing company -86lat®) mentioned the
problems with he supply of raw materials caused by the closure of borders as a major obstacle to the
production. The company suffered significant losses as the obstacles to the import of raw materials caused
problems in the production process. The implementation of pineduction plan for 2020 has failed, however

the company hopes to be able to fully restore production in 2021. Based on gained experience in future the
company plans to reduce its dependence on imported raw materials.

In the similar way the crisis affectéde company engaged in the construction of electric car charging stations
(Espacé’), stating that the installation of charging stations was delayed due to late import of equipment from
abroad. Nevertheless, the respondents anticipate that the restotimgjr production capacity will take no more

than 1.5 years.

15 hitps://www.euneighbours.eu/en/east/etin-action/stories/windfarm-gori-successfullgeneratesrenewableenergy:
georgia

16 hitps://www.energyintelligence.it/en/digitalenergy/etsolar/

17 http://e -space.ge/?lang=GE
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2.3. Summary of Problems Faced by MSMEs

To ensure stability, some companies have shifted their attention towards government projects (e.g.,
construction). Most businessgsowever, were forced to transition to online sales and, to compensate for their
losses, were either forced to attract additional financial sources or restructure their debts.

Accordingo the desk study performed the MSMEaze a wide array of problems:

1. Unpredictable conditions it became increasingly difficult for companies to plan operationforacast
inventory;

2. In spite of the fact that some companies were permitted to continue opegaduring quarantine, many
of their suppliers were notind as a resultthey were forced to close down after running out of
stock/reserves;

3. Raw material shortages due to restrictions and deiaydelivery of suppliesaused by COWAL® crisis
in exportingcountries;

4. In some cases, companies hadittd new suppliers taubstitutethose small size supplievghich were
forced to close down due to COVID,;

5. Increased costs for raw materials caused by currency exchange rate fluctuasansgtcontractswith
foreign suppliers are negotiatdd USD or EUR);

6. According to surveyed companies, desgiteharp drop imil price internationally, transportation costs
have increased. This can partially be explained by reduction of transport operations;

7. Problems withriternal transportation were caused biynited time to find proper solution and obtain
necessary permit for transportation of employetging outside Tbilisas during the lockdown the
intercity transportation was bannedvany companiedailed to obtainsuchpermits for transportation
of their personnel.

8. The process of obtaining work permifom inspection companies monitoring health and safety
conditionswas complex, mainly due to additional effort required to understand proceduregasdre
a timely reaction for companies. In some cases, receiving an official response from the government
regarding permitsvas complicated and lengthy

9. Problemgrelated to the invitation oforeign specialists for repair workdé machineryequipment

10. Inaeasedoperationalcostsrelated to the solution of problems described above

2.4. Government Anti-Crisis Plani8

On 24 April 2020, the Prime Minister of Georgia presented the-&isiis Economic Plan, covering already

implemented activities, as well #se future measures, which in some instances required several legal changes.

The anticrisis plan included threghasesaiming at improving the social status of citizexmsl certain measures

for business sector that would heljusinesgo maintain the econmic stability during the pandemic.

The anticrisis plan consisted of threphases

Thefirst phase was the emergency measures taken in response to the early spread of virus in the country, both

in health and soci@conomic spheres, which was largelytaied by the necessity and less based on impact

calculations

The First PhaseMeasures for Citizens and Businesses

i Utility fees (electricity, watergarbage disposahnd natural gas) diouseholdsvere financed by the

state. The first phase of thénancial support started in MareWMay. Under the programe, the
Government was financing consption of electricity upto 200 kwWh and natural gas up 200 n¥ per
month. According to thé\nti-crisisEconomic Plan, 150 million GEL was allocated foptingose

18 https://www?2.deloitte.com/ge/en/pages/legal/articles/antcrisiseconomieplan.html
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1 The payment deadline for declared income and property tax was extended to 1 November 2020 for
persons employed in the tourism sector;
1 The custom clearance term for vehicles imported before 1 April 2020 was extended to 1 September
2020 for car impders;
1 The government introduced the State Programfor Maintaining Prices dBasicConsumption Food
Products The program envisaged subsidies for certain imported products for the period from 15 March
to 15 May 2020The budget for this programas15 million GEL
1 Insuring price increase for building materials200 million GEL
1 Fom 1 March to 31 Augus2020 Enterprise Georgiaag agency of the Ministry of Econgmand
Sustainable Development Georgia) cdinancedup to 80 per cent of the annual interest rate on loans
issued to small and mediwsized hotels within the frameork of a new progranme & / -fthancing
Mechanism for Supporting Famitywwned, Small and Mediva AT SR | 2 1 St lhuggBtdza (i NJ
allocated forthis purposewas10 million GEL.
The Secondphaseis aset of economic and social actions fbe crises period based on existing forecasts and
economic parameters and therefore is more targeted and result oriented. According to the projections of
AYGSNYFGA2YyFE FAYLFYOAlIfT AyalAadGdziaAzyas DS2NHAlFQa S
decrease of 1.8 billion GEL in Budget revenues

In total, due to increased costs and reduced revenues, the budget will have 3.9 GHldeficit for the fiscal

year 2020. To address this shortcoming émaninimize economic losses and to stimulate economic activity in
post-crisis period, the Georgian government has reached an agreement with IMF to mobliier8 USD
(approximately 9.5 billion EL). Of that 3 billion USD, 1.5 billion USD (4.75 billion GEL) will be earmarked for
budgetary resources, and remaining 1.5 billion USD will be available for private and banking sector upon the
request.

The Third phaseProvision otargeted social assighce for citizen$or the period MayOctober2020

9 Officiallyemployed persons who lost their job or were placed on an unpaid leave following the spread
of the coronavirus pandemic received 1,200 GEL over the course of 6 Hd@0& GEL per month);

1 Over 6 monthgeriod, an average of GEL 600 was provided to the socially vulnerable and large families
and ndividuals with severe disabilities and disabled chilgdren

1 Regardless of inflation and economic growth, pensions indlfease by at least GEL 20, and for
pensioners over the age of 70 by GEL 25

1 Contracted employees who have retained their jobs and salaries, will receive income tax exemptions.
Salaries up to 750 GEL will be totally exempt from income tax, salarieslyp0@® GEL will have tax
break on 750 GEL and the rest will be taxed usually. Such exemptions will not apply to the salaries more
than 1,500 GElapprox.470 USD). The cost of this program is @6lon GEL. The taxes will be returned
to the employer# and not to the employees and therefore the companies will decide how to use it.

1 The seHemployed people will get onéme assistance of 300 GEL (93 USD) in case they can prove that
they have lost the income. thtal of 75million GEL was allocated for thisirpose, which means that
maximum 250 thousand citizens will be able to benefit from this prognanit was not specified what
it means to prove the lssof income. According to Georgian regulatioagperson is selemployed if
he/she engages in any kiraf economic activity (e.gural workers, janitors, street traders ejdout

19 From the introduction of lockdown
20 Regular practice in Georgia is that employer deducts income tax amamtthe gross salary of employee and
transfers it to the revenue service.
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their revenue is not officially declarednd they do not pay taxes. Also, person is-egiployed when

they work for legal entities but receive nateclared remuneration (so catl hand/cash payment). It is
expected that no company will riskfiae of several thousand GEL to give the-safployed people the

reference about working with them or losing income

Assistance plan for enterprises:

1 Commercial banks will be given letegm resources of GEL 600 million;

9 Additional GEL 500 million was allocated to support businesses, including aguadintee schemé
means entering the state in the process of loaning gaaantor for the businesses. 2 billion GEL loan
portfolio will be issued with atate guarantee. The amount of the guarantee willupeto 90% for new
loans and up to 30% for the restructuring of existing ofi@sanges in the efunding conditions of the
program- Enterprise Georgia: efunding period @ loan/leasing will increase from 24 months to 36
months; Amendment of the interest emnding mechanisms; Enlarged list of activities; Lowered
minimum range of loan/leasing; Increase of working capital funding;

9 Assistance to agriculture

- Increase thaupper limit of agricultural grants from 20,000 GEL to 30,000 GEL;

- Agriloans for oneyear crops. Involves full subsidizing of loan interest rates. Estimated total volume
of loans is 50 million. About 5,000 farmers will benefit from the programme;

- Supporting reclamation activitiecomplete exemptions from reclamation taxes for 2020 and
complete writeoffs of the debts accumulated before 2020;

- The systematic registration of 1.2 million hectares of land will be completed within the 3 years
period,which will end the legalisputesrelated to land ownership and sizes.

Following the announcement of new COV#Iated restrictions on 26 November 2020, which came into power

2y HY b2@SYOSNI vnun YR FNBE RSaONA th&Georgiah gaveknfen2 F T A
announced theFourth phase of an antirisis plan According to Georgian Prime Minister the newly adopted
NBaUOGNAROUAZ2YyaA gAff OlFdzaS |y | RR-D.6%, thefdfdie, the i@MNaBtrisisS Ay
financial measures are aimed to stimulate the economy and ease the consequences of those restrictions.

Announced supportive measures to ease the burdens for businesses and the public:
x Government will extend the benefits for businesses for another sirth®as those announced six

months ago expired oh November2020

Government will again support employers to maintain jobs during the coronavirus crisis.

x  Monthly salariesup to 1,500 GEL will be exempt from personal income tax for the portion ofGE0
for the next 6 months. The state will pay this t&stimated number of beneficiaries33,000 businesses
and 425000 employeesDuring the previous wave of coronavirus this support benefited 33,000
companies and reached 260 million GEL.
Property taxfor employees in the tourism sector will be abolished by 2021.

x In May2020,when the government announced support for the tourism sector property and personal
income taxes were deferred for four months for businesses operating in the sector. Now thesdefer
income tax will be written off in full.

X
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x  The hospitality businesslike small and medium size hotelgll be receiving support in the form of
subsidesfor the interest rates of the loans for six monthSstimated number of beneficiaries3,700
businesses

x  Governmental anttrisis plan and subsidies inclugecial assistancgrogramfor citizens andsupport
plan for enterprisesFor this purposgl.10 billion GEhasbeen allocated

X To decrease burden of increased tariff &ectricity for commercial entitiestahe end of 2020 at the
decision of the Government, for tHecalfood producing companies tretate will subsidizéhroughout
2021,50%0f the difference betweerthe previousand increased tariff

2.4.1. Enterprise Georgi&

Enterprise GeorgidPfoduce in Georgia is one of the first government agencies in Georgia, whose main goal is
to improve the business environment, develop the private sector, popularize Georgia's investment climate and
promote exports To ensure dynamic economic development, the agency combfimes components, three
interrelated layers of economic development: business (local production), exports and investments. The credit
guarantee scheme is an important component of the medturtry economic support packagesupports
Georgian companieagainst the coronavirus, as the Credit Guarantee Scheme is used as a -ayafita
mechanism to improve access to finance and liquidity management and ensure adequate risk distribution
between gwernment, commercial banks and organizations. Undesttiteeme, conditions for the private sector

will be significantly improved, including an increase in the level of guarantee repayment at both the individual
loan and portfolio levels, reducing the lognarantee fee, increasing the upper limit of the loan amount and

the possibility of using the guarantee to increase the working capital. The amount of guarantees allocated under
the scheme in 2020 for commercial banks and microfinance organizations silida GEL.

In times of crisis, the urgency of small and micro entrepreneurship incentives is growing significantly, especially
for small and micro entrepreneurs living in rural and mountainous areas. An important support mechanism in
this regard is the aro and small grants programe. The budget of this programe has increasedour times

during the crisis period and was set at 40 million GEL in 2020. At the same time, the parameters of the
programme have been significantly improved, in particular, thexinaum amount of the grant will be increased

from 20,000 GEL to 30,000 GEL, and the amount-phdicipation by the entrepreneur has been reduced from
20% to 10% (up to 5% in mountainous regions). In order to maintain the jobs, the state provided g farbsid
each retained job, namely GEL 750 was fully exempt from income tax, while salaries up to GEL 1,500 were
exempt from income tax in the amount of GEL 750. A sectoral support package was developed for the tourism,
agriculture and construction / developnt sectors. The main part of the measures developed within the
framework of these packages is aimed at promoting small and medired enterprises and improving their
competitiveness and liquidity management. The Agriculture Support Package providets adisestance to
farmers and cooperatives through grants and vouchenbsidies for agricultural works and production of
agricultural products (including primary and processing agriculturejinemcing of bank credit and leasing
interest, support for tle arrangement of the irrigation system,-fioancing of agransurance standards and
international assistancd.ourism support measures envisage full exemption of the tourism sector from property
tax in 2020 and 2021 and wrigf of income tax in 2020Also, the government subsidizes 80% of the loan
interest for 6 months for hotels with less than 20 mill@&Lturnover, which is the largest part of the Georgian
hotel industry.Restaurants are included in the credit guarantee scheme, whichemélble them to solve

21 hitp://www.enterprisegeorgia.gov.ge/en/home/about
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liquidity problems and finance operating expes.For travel companies / tour operators, the government also
subsidizes interest on bank guarantees for 6 months.

The Support Planf the development / construction Sector consists ofttbalemandside and supphgide
supporting measures and ensures the overcome of the challenges in the sector which, in turn, include: reducing
the sales of the residential apartments, increasing the risks of construction completion, price fluctuations and
access to the finance.

The supporting package of the development sector considers the subsidies of the martgagst, issuance

of the State guarantees on mortgagjeinsurance for completion of ongoing constructigmjrchase of
apartments for internallydisplaced persons/refugees and a commitment of realization at least 20% of
residential area under the construction project

2.4.2.DebtRestructuring

Enterprises were given an opportunity to restructure their debts. Regulations implemented by the National
Bank of Georgigrovided commercidbankswith more possibilitiesfor restructuringd2 YLJ Yy A.5a4Q RSo
To restore competitiveness the private sector, new programes were implemented and existing ones were
significantly altered. Government support progranes are oriented towards overcoming existing challenges,
increasingihancingand creating mordavorable conditions for businesses to mitigate liquidity problems.

For this goal, new types of business activities were included in the progeaim9 y &4 SNLINA &S DS 2 NH
programme itself became more businessiented, in particular: cdinancing for loaninterest rates was
increased, credit/leasing object cost interest-fimancing for 36 months was implementethreshold for
credit/leasing was reduced to F0 GEL and limits were reduced for cash flow financing activities.

9 Statistics for companies thautn to financial institutes deviate by size: less than 63%nigfro
businesses have not yet used services provided by financial institutions, while in m&dan
businesses this figure is less than 50%;

1 Applications for dditional financingwere mostly efused to mediurssized businesses (14%), micro
businesses (12%), and small businesses (11%);

1 Applications for dditional financing were mostly approved to large (22%) and medisized
businesses (22%), 7% of large and 9% of medimad businesses currepthre waiting for the
decision;

1 The share of companies that do not requardditionalfinancinghave been reduced from 37% to 22%,
while the share of companies that have yet to request additidinaincingincreased from 30 to 48%.
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2.4.3.Financial Asstance

Accordingto a survey conducted among MSMBpproximately one fourtlof respodentsstated that they did
not need financial assistance from the stag8% of business respondents did not apply to the state for financial
assistance at all, art2% applied .

Fig.12. Requirements for additional Financing in Business Sector

Does your business require additional financing due to COVID-19
related issues?

s NO = YES

Source:d C 2 tup Subvey of Georgian Business in the face of GOWD LJ- y R Solek 2020, p.B30 i
PricewaterhouseCoopers Georgia LLC

Statistics of companies who hawepproached financial institutions vary lmpmpany sizes. 63% of miero
businessesave not yet approached the financiaktitutions, while among mediunsized companies this figure
is less than 50%.

OThe highest rejectionate of requests foadditional financing is among mediusizecompanies (14%), micro
companies (12%gnd small companies (11%).

OThe highest success rate in obtainadgitional financing (22%) was among medigize companies. Also, 9%
of mediumsize companies are waiting for tliecision.
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Figure 13. Additional Financing Attracted by MSMEs since C&1¥9IButbreak

Have you approached any financial institution since the beginning of
COVID-19 to attract additional financing?

m—— I

m

Self-emp Micro Small Medium Large

Don't need @Got rejected  Not yet @ Obtained @ Waiting for approval

{ 2 dzNXO S Yup 8udvayfof Gedrgian Business in the face of GAYD LJ- y R Sherars.
PricewaterhouseCoopers Georgia LLC

h O

The companies also clarified, what the assistance received from the governmsimsedfor. The majobenefit
of government initiatives for companies was related to continuing business acfd086), while 38% of

companies have used it to maintain employees.

Figure 14. Government Initiatives and their Relevance to Business Needs

How did you benefit from the Government initiative, which was relevant to your business?

Other 12%

Bought raw materials

4%
Paid liabilities 6% Maintained emp]oyees
38%

Continued business activity
40%

Sourcett C2 fup 2 &

Business in the face of COMIDP LJ- Y RSY A O¢
Ocbber2020. PricewaterhouseCoopers Georgia LLC

Survey of Georgian
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Figure 15. Government Initiatives and Business Needs

Which recently announced governmental initiatives suit your needs?
Co-financing mechanism (Enteprize |
Georgia) = — -
Credit guarantee scheme & 19 75
W Hawve used
m Willuse
M Mot relevant
VAT refund 17 2 6l
Salary subsidies & income tax 44 12 44
0 20 40 60 B0 100 120

Sourcen C 2 tup Quivey of Georgian Business in the face of GDO/pRNdenmD £  obe@2(20.
PricewaterhouseCoopers Georgia LLC

The most widely used initiative for allirveyed respondents is the subsidy of employee wages and personal
income tax.These two initiatives were perceived by respondents as most ugeftb) As forthe VAT refund

this initiativeg I & dza SR 2yt & o0& wmm: 2F O02YLI yASas gKAES &dz0
companies

While above information reflestresults of survey conducted among MSMEs in geneefdwbochart represents
the impactMSMEs fronthe RE & EEBectorhave on their production and financial soundness.

Figure 16. Finances and ProductioRE &EE field MSMEs

|
Are you going to create a backup resource (financial or physical)? 57% 43%.

Are you planning to change / transform your field of activity?
Has the crisis revealed the company's weaknesses?
Are you planning to revise the company's financial strategy?

Are you looking for orif you are going to look for new partners abroad? |

Did you have to sell part of the property you owned to improve your financial situation? BEER 87%
Do you pay rent? 33% 67%
Did you have to take out an extra loan? 13% 87%
| | | | | |
0% 20% 40% 60% 80% 100%
HYes mNo

Sourcein-depthinterviews with enterprises working in RE & EE field
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As it can be seen in Fig.,B9®% of respondents realize the weaknesses within their compaanigsalmost all
of them (up to 60%are planning to create backup financial & physical resources. Only 29 %R ikEBector

companies are thinking on changing fieldaotivity, but all of them admitted that they didot have resources
to add any production facilities or productBhenotableis that, only 13% of companies had take extra loans
to support their businesseand to sell part of thi property to improve the financial situation

Due to COVIR9 pandemic 30% of target sector companies had to break off relationspaitimers from Red
Zone countriesbut in spite of this#t0% are thinking of finding new foreign partners

Fig. 17Rating of 10 main problem® 9 3 9 9 anjight3a@ediue to COVIBL9 pandemic.

The companiebave been asketb rate the listed problems (issuesh a 10point scaleand givethe following
scores 0-5-10

(O points or an empty cell will be considered that theueis not relevanto your company.

Table 2.Questionscontainingquantitative data.

0 5 10
il Quantity of products produced No change Halved Stopped
2 Competitivenessof the company Stable Average Competitive
3 Have any changesccurredin manufacturing No change Became
process? complicated Stopped
4 No change Decreased Temporarily
Changes in employee salaries slightly suspended
5 No change Decreased | Was completely
Company real estate on average lost
6 No change | increased on| Exceeds the
How liabilities to banks have changed? average budget
7 Financial / subsidized assistance provided Helped to full Partially
the state extent helped Did not help
8 Nochange
Sales in the country /increased Halved Stopped
9 Export No change Halved Stopped
10 No change Partially
Import Stopped Stopped

As could be seen from the chart only for 23% of compawi@king in RE & EE fielde production didnot
change, while for 69%olume of production haseduced almost twicand 43% pointed out that manufacturing
processdid not change while another 43% consider that manufacturing procesanb@cmore complicated

While majority of companieworking in RE & EE fiedde mentioning that situation with their propergyoes not
change, 14% of companies have lost part of their prope8slaries for the employees remained unchanged in
73% of companies, while 20% of companies hacethuce salaries. As a temporary measisespension of
salary payments was reported in 7% of companies. As for the liabilities to the banks for 93% of companies from
the working in RE & EE fidhie situationdid notchange, while 7% of companies stated that the liabilities to the
banks have ineased. As for the state assistance 80 % of compaeissived such assistance, while 13% of
companies state that the provided assistance helped them to a certain extent and only 7% reported that the
provided assistancdid nothelp. The situation with theales remained either unchanged or slightly increased
for 53% of companies, while 47% reported 2 times decrease of. 84dge than 50% of companies mentioned

that exportimport operatiors did not change and only for 13% such activities had stopped.
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Figure 17. Production & SaleRRE &EE field MSMEs

100% - - _— - =
8% ) )
= 14% 13% 13%
80%
60%
93%
0
40% . 6% 20%
i 67%
53% o0%
0
— 43%
33%
23%
0%
1 2 3 4 5 6 7 8 9

10

HO m5 m10

Sourcein-depth interviews with enterprises working in RE & EE field

2.5. Measures taken by MSMEs to reduce the impact from COVID-19

Reduction of demand remains the largest indicator of tlegative impact of COVAI® on companies. Largest
losses were experienced by the tourism sector. Even with Government strategies and subsidies, some
companies have implemented both internal and external measures to adapt to the crisis.

Internal measures iplemented by companies are:

T
1
1

Dismissal of employees;

Sending employees on unpaid leave;

In some cases, transitioning business on a partial or a completely online model, which in turn
required increased expenses;

Some businesses were forced to either comglgttlose down or partially reduce production;
Some entrepreneurs transformed their businesses to better adapt to the crisis.

33



UNECEGuidelines and best practices for migremall and medium enterprises @eorgia in delivering enereggfficient products and in providing renewable energy equipment

lll. Best practices in the area of energy efficiency relevant to MSMEs
response to the Covid 9 crisis and postrisis recovery in Georgia

3.1. Energy Efficient Equipment to Double Asphalt -Concrete Production

Lagodekhautogza Ltd; a Georgianconstruction company,established in 2000 located in Lagodekhi
municipality, village Phona. The compapecializes in road construction and production of cermeanicrete

and asphakconcrete

In 2020, the companyecidedto increase its asphattoncrete production capacity, however it faced a
challenge: their production machine was outdafeahd it could not support increased production volumes. In
addition, Lagodekhautogza was looking for ways to decrease their manufacturing costs.

Taking such importantdecision on the modernization of the production in the conditions of pandemic and
uncertainty was very courageousut the company had strong understanding that the implementation of the
project will maketheir products more competitiven the marketwith increasing demand for high quality
products and importance of roads construction/rehabilitation for the economic recovery of the country.

The company applied for GEFGreen Economy Financing Facittyunding and received free technical
assessment for the projecGreen Economy Financing Facility (GEFF) in Georgia is a credit line facility of up to
U 54 million to participating financing institutions in Georgia telend to residential and commercial clisn
investing in energy efficiency and renewable energy proje@EFF consultants evaluated the project,
conducted financial and technical analysis and gave recommendations that helped Lagodekhautogza achieve
their goals.

Ly Ay@SadaqyYSyid 2 the company twipgradeiits prddiicod iBahines to new energy efficient
ones ando increaseproduction by 55% compared to previous years

Furthermore, Lagodekhautogza can now save upsal? K LISNJ @ SI NE g KA OK GNI yaft |
cost saving each year. Through this investment, the,€@issions from production were decreased by 62
tonnes per year.

This project®is a good example of how a single investment can help businesses achieve their goals and lessen
their impact on the environment.

3.2. New Energy Efficient Hotel in Zugdidi

COVID-19's impact on the hospitality andourismindustry has been devastating and unprecedented

Brief recovery in the summer months of 2088pecially at the expense of domestic travel inspired the hopes
a quick recovery for the tourism sectdaut the fall/winter wave of the pandemicrashedthose hopes The
Government support to the sectptift of restrictions to travel, requirements afesting andvaccination
certificatesfrom travelers create grounds for the recovery of the sector.

Angelteri, a young uand-coming company, established in Febry 2020 is determined to contribute to the
development of the tourism industry in Zugdidi lbyilding an energefficient hotel.

22 https:/lebrdgeff.com/georgia/
23 https://ebrdgeff.com/georgia/en/projects/buildinep-better-future/
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CNRY GKS adINI 2F GKS LINR2SOGzr GKS O2YLIyeé LI AR
management aims for their operations to have as little impact on the environment as possible. Therefore,
energyefficient measures were considergghd it was decided that the 3tbom hotel would be powered using
renewable energy sources.

To meet these requirements, Angelteri applied for GEFF finatding N2 dzZ3 K 2y S 2 Fparin&S LINJ
financial institutions. A team of GEFF experts performed a technical and financial analysis of the project. Among
other things, GEFF consultants calculated expected energy and potentishGays.

As a result of the U$5166,968 investment, theaw hotel in Zugdidi will be able to save up300 MWh per

year, which amounts to U83.474 in energy bills.

Thanks to energegfficient technologies, such as heating, cooling and lighting systems, the building will have a
lower carbon footprint and emit&.28 tons less CGQer year.

With the world facing the problem of climate change, projects like these are vital to decreasing carbon emissions
Ay GKS 0dzAf RAYy3 AYyRdza(GNEI 4K idated CORMiRsumSIANGEIRMIddSH? 2 -
good example of how buildingwners can take an active role in creating healthy and comfortable environments

for work, life and play.

3.3. Energy efficiency multifunctional building in central Thilisi

Vake Hill Ltd which has been operating in Thilisi sinc@20decided to construct a multifunctional building of
about 9,000 Mdedicated to offices, restaurants and a spacious car parking area (the latter been an issue in the
city).

Like other sectors of economy, COMI®pandemic influenced the construction sectéccording to the TBC
Capital researd> ¢o0Af A&aAQa NBaAARSY(GAlIf alfsSa RSOftAYySR o@
remained solid in Thilissuggesting the supply will remain strong in the coming yelar2020, 208 new
apartment block permits were issued in Thilisi, accounting for up to 1.1 MIn Sgm residentialsspEh&3
permits for construction of administrative buildirf§gccounting for Bout 75,000 sq.m.

Considering thelemand for higkclass office spaces in Thilisi, the compdagidedto ensure that future users

are provided with all the necessary comfort to facilitate productive work. According to the company, the
groundwork for thidevel of comfort has to start during the earliest stages of planning and construction.
Equipped with the architectural design for the future building, the company applied for GEFF financing through
one of its partner financial institutions. GEFF expertsdoeted a thorough technical and financial analysis of
the project’ and recommended higpherforming technologies that use electricity as a power source as opposed
to technologies using natural gas.

The investmentof UD 2,255,660 innew energyefficient heating and cooling systems along with thermal
insulationof building envelopéehigh-performance windows doors LED lighting system and higkrformance
elevators will minimiS G KS 0 dzA f RA y JilBredsey hdld dossesIuth wihie@and summer.

The annual energy saving which are estimated,, @860MW/h per yearwill allow the companygave up to US

54,000 annually on energy biied what is very important improved wking conditions for buildingccupants

and enhanced enkonmental protectiong reduction of C@emissions by 30tons per year.

24 https://ebrdgeff.com/geprgia/en/projects/buildinga-better-future/

25 https://tbccapital.ge/publications/ThilisResidentiaMarket--Monthly-Watch-4

26 hitps://www.geostat.ge/en/modulestategories/621/informatiorabout-permissionsgrantedfor-constructiorand-completed
objects

2T https://ebrdgeff.com/georgia/en/projects/healthywork-environment/
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Anigozi LTDstarted out in the Georgian agricultural industry by planting and harvesting walnuts, which the
company supplied to local markets, in addition to exporting to various countries.

After years of working in the field, the company decided to upgrade theiratjpms completely, in order to

ensure the high quality of their product. The first step of their strategic plan was to build a facility to store their
produce as well as house their operations.

Seeking out new opportunities, the company applied for gréeancing. As part of the application process,
l'yA3d2T A [¢5 NBOSAGSR | RSGFAESR FaasSaayvySyid 2F (K¢
consultants®,

'y AYy@SaidyYSyd 2F € HHpZodpp oAff Yin 2081 akenergydidiehtr o f S
building that will lead toannual energy savings 8%5MWh per year and energy bill savinggof o Znnn | yyd
Decreased energy consumption widsult in better environmental performance of the companannual
reduction of C@emissons by 33 tons per year.

With the construction of the new energy efficient building he walnuts and almonds harvested by Anigozi

LTD will be processed and stored in a facility which offers the necessary conditions essential for maintaining the
quality2 ¥ (0 KS @@dudtJrhg Bnflémentation of the project will create employment opportunities to

local population, which is very importaninder the pandemic as at the end of 2020 the unemployment in
Georgia reached 2894°. In addition to creation of employment opportunities the project implementation will
contribute to the increase of the competitiveness and the export potential of the company.

3.5. Energy Efficient Furnace to Reduce Energy Costs for Metal Processor

AMB Albys Ltd located in the industrial city of Rustavi, is a producer and supplier of various types of ferroalloys.
Due to the high demand for silicomanganese, ferromanganese, ferrosilicon and other ferroalloys in nearby
countries, the founding partners &MB Alloys decided to build a ferroalloy plant. The project required a large
investment, howeverthe company was determined to pay it back in a relatively short amount of fithe.
implementation of the projeck & @S NE A Y L2 NIi | v {@oviF eedndmy keSovedy ardriAdrddde 6fa  LJ
exports.

AMB Alloys applied for GEFF financing through a partner financial institution and requested a free technical
assessment of their future projett The GEFF team in Georgia performed project analyseasses$sed the
potential for energy savings, as well as the finargahnical parameters and risks.

¢ K S842000 investment allows the company to reduce its energy consumptiorBdyWh per year, which
GNJ yatl GdSa Ay a20000yTHishgs thelxompanyadhievedtSFgoa and will repay the investment
out of energy savings in just four yeaffie new ferroalloy furnace will also mean a reduction in €&fissions

by 1,7 tons per year, reducing the negative impact on the environment.

28 https://ebrdgeff.com/georgia/en/projects/efficiencyn-a-nutshell/
29 hitps://www.geostat.ge/ev/modules/categories/683/Employmertnemployment
30 https://ebrdgeff.com/georgia/en/projects/englistmetal-processosinvestsin-furnaceto-upgradeproduction/
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V. Best pracices in the area of renewable energy relevant to MSMEs
response to the Covid 9 crisis and postrisis recovery in

4.1. Renewable biomass replaces natural gas in asphalt production

LocationKhashuri municipality, village Agarebi

Asphalt producind2 YL} yé& &dadKSySoStA nHnmdpé t20FGSR AY YKI &K
resource and energy efficient measure which envisaged replacement ©08 BW natural gas burner on a
rotating furnacewith a solid fuel heat generator assembled &etGeorgian Technical University (installed
device is patented).

As a solid fuel agricultural wastgrape cake is
used.
The installed heat generator consumes 600
of grape cake in an hour and replaces 300
of natural gas.
According to the plant operational plan thg
installed solid fuel generator will work 160
hours a year consuming 960 tons of grape cg
and substitue 480,000 rhof gas.
As the grape cake is by product (waste) in wine making, currently the wineries happily give grape cake for free
and asphalt plant has only to transport the free grape cake to the site.

As calculated 1 ton of dry grape cake will dosthe plant about 35 USD. The annual expenditures for biomass
fuel will amount to 33,600 USD while the annual expenditures on the natural gas would havatbmen
160,000USD.

Investments of up to 7,000 USD in locally produced heat generator will atisbrmp economic and
environmental benefits.

As a result of installation of solid fuel heat generator utilizing renewable biomass (grape cake) instead of
imported natural gas the annual savings for the plant willLB6,400 USDThe implementation of theroject,
especially during the pandemidth increased tariffs for energy carrigssvery important as it resulted not only

in the economic savings for the compariyyt alsopresenation of jobs and increasedcompetitivenessin the

market of constructiormaterials

As for the environmental performance of the company, teduction of C@emissions will amount tonore

than 900tons per year.
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4.2. Establishment of renewable energy (biomass) supply chain in pilot
Georgian CoM municipality

Location- Telavi Municipality

Establishmenbf biomass (vine prunings) supply chain in Telavi municipalitgrriedout in the framework of

EUfunded project éBiomass Energy and Energy Efficient Technologies as a Sustainable Energy Solutions for

DS2NBAIY [ 238 Gppdditg tolramdalSene prunings from the vineyard and burning them

(widespread practice of handling prunings in Georgia) causiingpollution with carbon dioxideand other

gaseous emissionghe project demonstrated a nevsustainable and economical use of pruningseir

collection, bailing andafter drying- usefor combustion purposes. 1 ton dfied vine pruninggan substitute

about 550 ni of natural gas or 3 fof fuelwood which is currently used in many village schools and

kindergartens. In addition to savings on imported natural gas the utilization of biomass (vine prunings) has

environmental benefits in termsf reduced emissions of GHGs into atmosphere.

When & a resulbf the economic crisisaused by COVAL® pandemicup to 100 thousand Georgiandost

their jobs the establishment of the new compamyhich provided employment to 5 persorsthough small

but very important contribution to the postrisisrecovery in the country.

The main components of biomass supply chain in Telavi municip '

are: ‘

1 Vineyards and vineyards pruning residues;

9 Necessary equipment for collection and processing vine
prunings- round-baler and trimmings andbale chipper produced
by Italiancompany'CAEB International”, tractors and truck;

T2FNBK2dzaS FT2NJ GAYS LINHzyAy3a ol

Processing dry bales with bale chipper;

1 Transportation of chipped biomass to the municipal buildings
fuel to be burnt in modern autonomous heating systenad
project pilot phase kindergartens.

Investments for the establishmendf the biomass supply clva ‘

amounted to 111916 EURIn the pilot stage for the provision of

heating for two kindergartens annuaBp0MWh energy received from burning fossil fuels will be saved, which
will result in annual reduction of G@mission of X0 tons. Annual monetarysavings for two municipal
kindergartens will beip to 16,000EUR.

Recovery of vine prunings for energy is one of the most significant innovations in the agricultural sector: apart

from relieving producers of disposal costs, introduction of new agricult@einologyand machinery the

process has economic return resulting from the conversion of biomass into energy and the related
commercialization on the national market.

Total volume obiomassin the Telavi municipality can bestimated at aboutl7,400 tas, which provides for

application of gained experience throughout municipatitd other CoM signatories from viniculture regioi

Kakheti

=

31 COMDEPProjects- EEC Georgia
32 Deputy Minister of Finang&iorgi Kakauridze statementidng the parliamentary hearing.
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4.3. ProCredit Bank Head Office in the list of green buildings

Location- Thilisi, ProCredit Bank Head Office
The Head Office of ProCredit Bank Georgia in Thilisi has been e ‘
into the list of green buildings around the world. It is the first buildingss
Georgia to have its resource efficiency confirmed with an EL
international certificatiod®. Thelarge glaed facade frontage and atriu
provide natural daylight along with an energgficient building envelope
as well as lowE coated windows.

The whole building is lit by LED lighting with occupancy sensors§
lighting controls. The energy efficient equipméor heating and cooling
ensures a comfortable ambient air while saving energy at the same time.
In the case of green buildings, it is not only the building itself that is important but also the consumption o
resources, which is why ProCredit Bank Geohgis installed one of the first rainwater harvesting systems in
the country.

On top of this, ProCredit is the only bank in the country to operate its wengrid connected solar power
plants¢ with the system being used not only to generate electrifdtyinternal use but also to charge its fleet

of electric vehicles. The solar modules installed represent the latest technglagsglass bifacial frameless
solar modules. One of the two solar micro systems is instalheithe roof of the buildingto supply the building

with the electricity and providepgartial shadihg fromthe direct sunlighttoming througlhglass Thesecond solar
power plantwhich provides electricity to the charging terminal of electric vehiclissnstalled next to the
building, onthe roof ofa smallparking type construction.
The total area under both solar PV syste®(6 square meters
and total peak power is up to 100V As estimated by the g
G { dzy | 234zdeSigner fridl kstaller of the solar plant!
the annua electricity generation by the solar systems w.
amount t0 135,000 kWhwith payback period about 6 years
In the period19 June2020¢ 9 February2021, the two solar
micro plants have generated8030 kWhof electricity and |
contributed to the reduction 5BCO2 emissions by3B tons.

S———————

=1

By implementing various energy efficienapd renewable energy measures, applying resource efficiency
especially in the timef pandemic is a good example to follow by the developers in charge of construction of
residential and public buildingsspecially with the consideration of the fact that during the pandemic the works
in the construction sector continued almost at the same pace. Moreawer,bank offers new financing
opportunities to SMEs that arplanning investments in energy efficient, renewable electric power and
environmentally friendly initiatives under tH@reen Economy Financing Facility (GRFdgram.

33 hitps://www.procreditbank.ge/en/news/firstgreenoffice-buildinggeorgiaresourceefficiencyconfirmededge
international
34 hitps://bit.ly/36Y7DjP
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4.4. Solar Power Plant in Waldorf School

LocationThilisi

¢tKS O2YLI yeé a¢ KSR the/ Rajad imNdktérss of Reatingooling, water supply, air
conditioning, pumping stations and Helio systems in GeoFg@am 2012, the company supplies its customers
with high quality products from Italy, Germany, Belgium, Hungary, Slovenia arely/Turk

UAB EST LT together with its partner Thermoindustrid®lftd@in Georgia implemented the Development
/| 22 LISNF GA2Y t NR2SOG aLyadlttraAz2y 2F | {2fFNJt2g6S]
of Environment of the Republic of Litmia Climate Change Special Program.

The aim of the project was to reduce energy

intensity at the Waldorf Free Scheol

Kindergarten in Thilisi by increasing RES

production and consumption. The

implementation of the project in the times of the

pandemic in he country is very important as

local company was engaged in-fas trainings

on the installation of the solar PVs, preserved its

workforce and became compatative in the local

market. The project implementation is very

important for the school, as in theonditions of

the increased tariff for the electricty the school vativer partially its needs in electricity from free solar power.
Funding of EUR 30,047.50 from the Climate Change Special Program of the Ministry of Environment of the
Republic of Lithuaia has been allocated for the implementation of the project.

The outcome of the projeat the installation of a 2&kW grid connectedsolar power plant.

The beneficiary of the projectthe community of the Free Waldo8choolKindergarten in Thilisi.

A 20kW solar power plant installed during the project implementation will allow to achieeefollowing
environmental impact:

¢ Grid Electricity consumption wilbe reduced bringing down theelectricity bill for the schoolkindergarten
community;

¢ CQ emissions will be reducddly 17 400tons per year. C£emissions will be reduced by 347,840 t over the
entire 20year project evaluation period.

Indirect benefits of the projeat duringthe project implementation, the expege of Lithuanian companies in
the design, installation and commissioning of a solar power plant in Georgiahsasd with the Georgian
partner Thermoindustria LLC.

Project implementation started in Ap202Q, and the solar plant was commissioned 30 December2020Q In
the periodl January2021¢ 21 March2021 the solaplant generated3,197 kWhof electricity.

The project was administered by the Environmental Project Management Agency of the Ministry of
Environment of the Republic dfthuania.The installed solar PV system has aline monitoring systenwhich
can bereached athttp://bit.ly/waldorfpv

35 https://thermoindustria.com/en/installaton-of-a-solarpower-plant-in-waldorf-schootgeorgia/
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