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SECOND COMPETITIVENESS ENHANCEMENT PROJECT (CEP II)
ELIGIBLE EXPENDITURE PROGRAM
GENERAL INFORMATION

1.1 GENERAL INFORMATION
Project description

The Second Competitiveness Enhancement Project is regulated by the Loan Agreement 8400-MD between
International Bank for Reconstruction and Development (the “IBRD” or “BANK”} and Republic of Moldova
(the “Borrower”) in amount of USD 30,000,000 signed on July 15, 2014 and by the Financing Agreement
5509-MD between International Development Association (the “IDA” or “Association”) and Republic of
Moldova (the “Recipient”) in amount of SDR 9,700,000 signed on July 15, 2014.

The objective of the Project is to enhance the export competitiveness of the Recipient’s enterprises
through increasing links with sales markets, reducing the regulatory burden on the business environment
and improving the access to medium- and long-term funding.

The Project consists of the following parts:

Part 1: Regulatory Reform

1(a) Improving the timely delivery of the Recipient's business regulatory reform strategies and the quality
of the business-enabling environment;

1(b) Implementing priority reforms to improve export competitiveness;

1(c) Provision of financing of payments under the Eligible Expenditure Program in support of the business
regulatory reform.

Part 2: SME Development

2(a) Strengthening the institutional capacity of ODIMM and MIEPOto facilitate business sophistication
and integration into global supply chains for SMEs and exporters;

2(b) Establishing a Matching Grant Facility (MGF) to assist Matching Grant Beneficiaries in the
implementation of business improvement plans focused on export competitiveness;

2(c) Provision of financing of payments under the Eligible Expenditure Program (EEP) to support the
institutional strengthening of ODIMM and MIEPO.

Part 3: Access to Finance

3(a) Provision of Sub-loans by Eligible Participant Financial Institutions (PFI) to support investment and
working capital financing needs of Beneficiary Enterprises;

3(b) Providing support to ODIMM to revise and implement its credit guarantee scheme;

3(c) Provision of technical assistance to MOE, MOF, other relevant Recipient's public authorities and
financial institutions in the Recipient's territory on developing value chain financing models.

Part 1 and Part 2 is covered by Financing Agreement 5509-MD, Part 3 — by Loan Agreement 8400-MD.

The financial information presented in note 1.2 below relates to Eligible Expenditure Program during the
year ended 31 December 2019.

Eligible Expenditure Program or "EEP" represents a portion of the Recipient's budgetary allocation for
financing employee's compensation and mandatory state social insurance contribution for the Recipient's
staff incurred by the Recipient for carrying out the activities under Parts 1(c) and 2(c) of the Project.

! Starting January 30, 2020, in accordance with the letter signed between 1BRD, IDA and the Minister of Finance of Republic of Moldova, "MIEPO" throughout the Financi_n_g
Agreement 5509-MD and Loan Agreement 8400-MD is replaced with "Investment Agency”. "Investment Agency” means the Recipient's Agency created pursuant the Recipient’s
Government Decision No. 322 of April 17, 2018, or any successor thereto.



SECOND COMPETITIVENESS ENHANCEMENT PROJECT (CEP II)
ELIGIBLE EXPENDITURE PROGRAM
GENERAL INFORMATION

1.1 GENERAL INFORMATION (continued)

EEPs have been identified as staff compensation costs for the institution whose mandate is core to
achieving the project’s objectives and results: the Ministry of Economy and Infrastructure. The project
supports achievement of MoEl’s reform objectives and the mandate that it has been given by the
government: to advance regulatory reform, SME development, exports, access to finance, and ensuring a
sound enabling environment for business operations.

The total amount of financing allocated for Parts 1(c) and 2(c) is of SDR 1,938,000.
Results Based Financing (RBF)

The project includes an innovative 1,938,000 SDR performance - based lending (PBL) funding element. This
element is financed in accordance with the provisions of Financing Agreement 5509-MD between
International Development Association and Republic of Moldova on July 15, 2014. There are four
Disbursement Linked Indicators (DLIs) related to activities from “Regulatory Reform” and “SME
Development” components. These indicators are evaluated by the World Bank in three steps throughout
the project implementation period, i.e. April 2015, December 2017 and December 2019. Each DLI payment
values USS 250,000, thus the total annual amount of DLIs represents US $ 1 million. RBF portion of the loan
is disbursed to the treasury account of the Ministry of Finance, against (and will reimburse) priority
Ministry of Economy and Infrastructure budget expenditures (EEP}, conditioned upon achievement of
Disbursement-Linked Indicators (DLI) for the respective time period.

The total amount of disburcements in the category Results Based Financing under the Eligible Expenditure
Program since the begining of the programm implementation period to 31 December 2019 amounted USD
1,597,184 (SDR 1,130,500). The available funding for covering EEP for the period starting January 1% 2020
till the end of the program implementation period is USD 1,116,611 (equivalent of SDR 807,500).
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