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1. OVERVIEW

The Serbian Entrepreneurship Foundation (SEF) was established in December 2019 by KfW
(German Development Bank) and the Serbian Chamber of Commerce and Industry (Privredna
komora Srbije- PKS), under the Law on Endowments and Foundations, with the registration
number 28831935. The Foundation has its head office in Belgrade, Republic of Serbia, with a
registered address at Vladimira Popovi¢a Street, No. 6, New Belgrade. The Foundation's official
website is www.sef.rs .

The objective of the Foundation is to facilitate and improve access to adequate financial products

for start-ups, micro, small and medium-sized enterprises (MSMESs), entrepreneurs and registered
agricultural holdings by encouraging banks and non-banking financial institutions, other service
providers and development agencies to provide financial and non-financial services to this
segment of the economy. The Foundation's activities are focused on creating, maintaining and/or
increasing employment, improving living standards and alleviating poverty, thereby contributing
to the sustainable growth of the Republic of Serbia.

The Foundation is managed by a professional team led by a Managing Director and supervised
by a Board of Directors.

The members of the Board of Directors are:

Mr. John Khoury, independent member and Chairman of the Board of Directors

Mr. Darko lvkovic, member of the Board of Directors appointed by KfW

Mr. Milo§ Peki¢, member of the Board of Directors appointed by the Serbian Chamber of
Commerce and Industry (PKS)

The Managing Director is Mr. Aleksandar Grabovac, appointed by the Board of Directors.

As of December 31, 2023, the Foundation has 5 employees and a Managing Director.

2. ACTIVITIES IN 2023

A) COVID-19 INITIATIVE

The COVID-19 Initiative, the first program implemented by SEF, aimed at mitigating the
consequences of the pandemic was successfully completed on December 31, 2023. Recognizing
the urgent need for financial support for micro, small and medium-sized enterprises and registered
agricultural holdings due to the negative impact of the pandemic that emerged in early 2020, SEF
and its primary donor - KfW, developed an action plan and response to the crisis caused by the
pandemic. As a result, the German Ministry for Economic Cooperation and Development (BMZ),
through KfW as an implementing partner, agreed to provide financing in the form of a grant in the
amount of EUR 5,000,000.00 for the Covid-19 Initiative. This amount was increased by an
additional EUR 6,200,000.00 in June 2021. The objective of this initiative was to facilitate access
to bank loans for bank clients whose businesses were most affected by the pandemic and to
provide much-needed working capital for the continuation and recovery of their operations.


http://www.sef.rs/
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The focus was on clients coming from the most affected industries (hotels, restaurants, transport,
services...). In addition, this initiative enabled bank clients to recover their businesses, maintain
employment and further develop their activities via investment support.

The SEF guarantees covered bank loans approved to final beneficiaries for both working capital
(maturity of up to 36 months) and investments (maturity of up to 60 months). The maximum loan
amount per beneficiary amounted to EUR 100,000.00 or its equivalent in Serbian Dinar.

Four banks participated in this program: Halkbank ad Belgrade, Raiffeisen Bank ad Belgrade,
ADDIKO Bank ad Belgrade and ProCredit Bank ad Belgrade.

As part of the Covid 19 Initiative, SEF guaranteed 847 loans for SMEs, entrepreneurs, and
registered agricultural holdings that benefited from this guarantee scheme. Among the total
number of beneficiaries, there were also 250 registered agricultural holdings that used the
scheme.

The total amount of guarantees issued by the SEF from the Covid-19 Initiative amounted to EUR
14,072,496, to guarantee loans amounting to EUR 22,752,839.

The average guaranteed loan amount was EUR 26,863.

As the purpose of this guarantee scheme was to share the financing risk with partner banks for
the target group of clients, by the end of 2023 and in accordance with the terms and conditions of
the scheme, the SEF made claim payments to partner banks for 10 guarantees in the amount of
RSD 9,723,008.00.

The majority of the guaranteed loans were intended for working capital financing.

The Structure of Guarantees per Loan Purpose

= Investment Loans Working Capital Loans

Beneficiaries of the scheme were evenly distributed throughout all  of the Republic of Serbia,
with a slightly higher share of beneficiaries from the Sumadija and Western Serbia regions.
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Regional Distribution of Final Beneficiaries

\ 15.5%

= Belgrade Region = South and East Serbia = Sumadija and West Serbia = Vojvodina

The majority of beneficiaries came from the service and trade sectors.

Distribution of Final Beneficiaries per Industries

<,

= Agricultural = Production = Services Trade

A fifth of the guarantee beneficiaries under this program were companies, entrepreneurs, or
women-owned agricultural holdings.

A special emphasis of the Covid-19 Initiative was on preserving and increasing employment
among the beneficiaries of this program. Guarantee scheme beneficiaries, compared to the period
before the Covid-19 pandemic outbreak, increased the number of employees by 1,710, while the
total number of employees among the guarantee scheme beneficiaries at the time of applying for
a loan with a commercial bank was 6,076.
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At the end of the Covid 19 Initiative, we can conclude, with great satisfaction, that the program
has significantly contributed to achieving the goals for which the SEF was established. The Covid
19 Initiative contributed to:

- Facilitating access to bank loans for micro, small and medium-sized enterprises,
entrepreneurs, and registered agricultural holdings that suffered the effects of the global
Covid 19 pandemic in their business.

- Reducing commercial bank requirements for security instruments towards micro, small
and medium-sized enterprises, entrepreneurs, and registered agricultural holdings.

- Preserving employment and creating new jobs.

- Balanced regional development in the Republic of Serbia.

B) START-UP PROGRAM

The primary goal of establishing the Serbian Entrepreneurship Foundation was to create a
permanent, sustainable legal structure that would continue the initiative of KfW and the
Government of the Republic of Serbia for start-up financing. The initiative, in line with the SEF
goals, was launched through a Pilot phase that was initiated not only to determine the need for
access to finance via financial intermediaries but also to further develop and perfect financial
products as a form of support for a specific market segment: start-ups. Start-ups are considered
to be companies, entrepreneurs, and registered agricultural holdings that, at the time of applying
for a loan with a commercial bank, have been in operation for less than 2 years. In September
2021, the SEF received EUR 12,692,143.00 from the grant funds approved by KfW to start the
second phase (Roll-out phase) of the Entrepreneurship Development and Self-Employment
Program through incentives to financial institutions for start-up financing.

The Start-up program includes 4 components:
1. Training of start-ups for the elaboration of business plans and general business skills.
2. Guarantees to commercial banks (up to 60% of the loan amount) financing start-ups.
3. Grant funds for start-ups who successfully repay the bank loan.
4. Cost-free mentoring for start-ups in the first year of using the loan, as well as training of bank
staff working with start-ups’ loan applications.

In January 2023, SEF signed a cooperation agreement with 3 Banka ad for the Start-Up Facility.
At the end of 2023, three banks were SEF partners in the implementation of the Start-Up Facility:
Halkbank ad Belgrade, ProCredit Banka ad Belgrade, and 3 Banka ad Novi Sad.

During 2023, active promotion of the Start-Up Facility to the banking sector continued. It is
expected that in 2024, 2 new banks will join this program.

From the beginning of the implementation, SEF has guaranteed 1,142 loans for start-ups, the
issued guarantees of EUR 4,414,722 guarantee loans amounting to EUR 7,357,870.
The inclusion of 3 Banka ad in this program significantly contributed to the increase in the number
of guarantee beneficiaries throughout 2023.

In 2023, one payment of guarantee was made by SEF under this program in the amount of
RSD 736,789.4.
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During 2023, SEF also started paying non-refundable funds (grants) for those Start-up Facility
beneficiaries who have regularly paid back their loans to partner banks. In 2023, 7 grants were
paid in the amount of RSD 1,562,021.80.

SEF guarantees cover bank loans approved to start-ups for working capital (maturity of up to 36
months) as well as for investments (maturity of up to 60 months). The maximum loan amount per
beneficiary is EUR 30,000.00 or its equivalent in Serbian Dinar.

The majority of the guaranteed Start-up loans were for working capital.

The Structure of Guarantees per Loan Purpose

= Investment Loans = Working Capital Loans

Guarantee beneficiaries are evenly distributed across all regions of the Republic of Serbia, with
a slightly higher share in the Vojvodina region.

Regional Distribution of Final Beneficiaries

N
.

= Belgrade Region = South and East Serbia Sumadija and West Serbia = Vojvodina
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One-third of the guarantees were issued to entities owned by women.

Gender Structure of Final Beneficiaries

1.2%

H Women = Men B Women and Men Coowners

The largest share of guarantee beneficiaries are companies and entrepreneurs whose founders
are under 35 years of age.

Age Structure of Final Beneficiaries

S

= Up to 35 years = 36-50 yaers = Above 50 years

SEF has directly contributed to the creation of new jobs in the Republic of Serbia with its
guarantee mechanism. The start-ups for whom SEF has guaranteed, at the time of guarantee
approval, employed 1,841 employees.
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During 2023, SEF organized a free three-day training for 33 employees of Halkbank ad Belgrade.
The aim of the training was to familiarize employees with the specificities of financing start-ups,
preparing and understanding business plans, analyzing start-ups’ loan applications, and the
assistance bank officers can provide to start-ups to help them better present their business ideas.
SEF will continue these activities for all interested partner banks in the future.

In order to promote the financing of start-up clients and raise awareness of the importance of this

type of financing, SEF presented appropriate awards in October 2023 to 3 Halkbank ad
employees who achieved the best results in financing start-ups. SEF will continue this practice
with other partner banks.

3. FINANCING AND CAPITALIZATION

In 2023, SEF received funds under the Grant Agreement for Accompanying Measures dated
October 25, 2023, in the amount of EUR 71,000.00.

In 2023, the Foundation had funds available under three Grant Agreements provided by the
German Federal Ministry for Economic Cooperation and Development (BMZ) and via the German
Development Bank (KfW):

- A grant for the Covid-19 Initiative amounting to EUR 11,200,000.00. The grant was fully
disbursed in 2020 and 2021.

- A grant for the Start-Up Facility amounting to EUR 12,914,693.00, where a portion of the
funds amounting to EUR 172,550.00 was returned to KfW in accordance with the Grant
Agreement to cover the costs incurred by KfW in establishing the SEF. The grant was fully
disbursed in 2020 and 2021.

- A grant for Accompanying Measures amounting to EUR 500,000.00, of which EUR
71,000.00 was disbursed in 2023.

The funds disbursed from the grants were used exclusively for purposes defined in the Grant
Agreements in 2023.

The growth of the Foundation's activities enabled the SEF to fully cover its operating costs in
2023 from its own income generated from interest income on grant funds and from income from
fees for issued guarantees charged by the SEF from partner banks.

Payments under the SEF's guarantees to commercial banks were made exclusively from the
Foundation's operating income.

Based on the financial results achieved in 2023, the SEF also allocated a portion of the funds to
pay grants in 2024 to start-ups that regularly paid back the loans guaranteed by SEF to
commercial banks.

4. PROMOTION OF THE FOUNDATION'S ACTIVITIES

Since its establishment, SEF has been engaged in raising awareness among targeted market
segments and financial service providers to promote its goals and programs. The SEF team
maintains regular communication with banks, KfW, the Serbian Chamber of Commerce and
Industry, the Ministry of Economy, and potential donors. Based on the results achieved in
supporting SMEs and registered agricultural holdings as well as start-ups, SEF is also open to
the implementation of other development programs in line with the Foundation's objectives. In
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2023, activities were continued to establish cooperation with the Swiss Development Cooperation
(SDC). The activities planned with UNDP were temporarily postponed due to technical reasons.
In the meantime, SEF has initiated discussions about participating in the EU counter-guarantee
program to be implemented via KfW.

5. PLANNED ACTIVITIES FOR 2024

After the successful implementation of the Covid-19 Initiative in 2023, SEF's main priority in 2024
will be the further implementation of the Start-Up Facility and the inclusion of new banks in this
program. The focus will be on guarantees to partner banks as well as on technical assistance to
them in the form of staff training dealing with start-ups’ loan applications. In line with the needs
and dynamics of conducting training for start-ups from the pilot phase, the start-up training will be
organized in cooperation with the Chamber of Commerce. Also, possible changes to the Start-Up
Facility will be considered to cover more potential beneficiaries and promote women’s
entrepreneurship.

Moreover, in 2024, SEF will work intensively on establishing cooperation with the SDC and
continuing the discussions launched regarding the participation in the EU counter-guarantee
program to be implemented via KfW.

The Foundation's report for the business year 2023 was prepared by the Managing Director of
the Serbian Entrepreneurship Foundation and approved by the Chairman of the SEF Board of
Directors.

Prepared by:

A|ek5andar Digitally signed by Aleksandar

Grabovac
Date: 2024.02.28 15:14:57

Grabovac oo

Aleksandar Grabovac
SEF Managing Director
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Chairman of the SEF Board of Directors
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