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L Executive Summary

The Agreement

This final performance report is to be considered the close out report for Cooperative
Agreement No. 306-A-00-10-00525-00 of SEAF. The effective date of the grant agreement is
May 24, 2010. Through the cooperative agreement, USAID awarded a total estimated amount
of USD 10 million to support the expansion of the Afghan Growth Finance LLC in Afghanistan
(“SEAF-AGF” or the “Fund”), which would increase access to affordable capital and range of
financing channels available to small and medium enterprises (SMEs). SEAF-AGF is a non-
bank financial operating in Afghanistan that is indirectly wholly-owned by SEAF. Given that
some of these channels will be new and not fully understood by local entrepreneurs, SEAF-AGF
will also combine its loans with strong investment support services that further enhance the
activities of Afghan SMEs.

On December 12, 2012, a modification to the Cooperative Agreement reduced the total
estimated amount from USD 10 million to USD 8.5 million and increased the total obligated
amount from USD 4 million to USD 6 million. In addition, performance benchmarks required for
disbursement of grant funds were modified.

Finally, on February 9, 2015, a final modification revised the performance benchmarks
for the disbursement of the third and final tranche of grant funds and provided incremental
funding in the amount of USD 2.5 million increasing the total obligated amount from USD 6
million to USD 8.5 million.

The scale and capacity building enabled by the USAID resources would constitute a
strong foundation for the planned expansion of AGF into a full-scale commercial finance
company or bank which would provide a full range of financing and transactional services to a
large number of SMEs in Afghanistan. SEAF-AGF’s objective is to build an institution that
finances the growth and development of dynamic SMEs throughout Afghanistan on a
permanent basis to catalyze growing average income, support improved stability and provide
enduring tangible benefits from constructive linkage with the international community.

Accomplishments

Since its establishment in April 2008, SEAF-AGF has focused on addressing the market
gap faced by SMEs in obtaining growth financing in Afghanistan. To date, SEAF-AGF has
made 24 investments across all sectors with a strong focus on agribusiness and processed
agribusiness industry, manufacturing, transport, storage, services and technology for a total of
USD 45.98 million. SEAF-AGF also provides pre- and post-investment support to its portfolio
companies as a means of overcoming challenges inherent in financing SMEs. Support includes
completion of financial statements, strategic planning, corporate governance advisory services
and development of operational and marketing strategies.

Lessons Learned

e SMEs are an important component of the Afghan economy and access to capital is vital
for their development.

The information herein is CONFIDENTIAL and was prepared by SEAF-AGF solely for the use of USAID.
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e Long term capital, deployed professionally, and structured appropriately can help early
and growth stage companies expand into new markets.

e Successful lending to SMEs requires not only the provision for affordable and flexible
capital but also significant pre and post investment support.

¢ Development of a working relationship between the lender and the borrower is critical in
repayment performance and portfolio quality.

¢ Challenges with the Afghan economy and poor governance will foster uncertainty about
the long term prospects of stability and investments.

e Given the expected decline in international assistance, Afghanistan will need to embrace
new sources of funding for future economic growth and government revenue.
Development of efficient mechanisms to deploy capital is critical. Capital markets need
to be developed.

e The insecurity in the country limits the ability to deploy capital, monitor investments, and
promote enterprise development.

e Government corruption, bureaucracy, and non-business friendly tax policies are
substantial costs to local companies, limiting growth and profitability.

The information herein is CONFIDENTIAL and was prepared by SEAF-AGF solely for the use of USAID.
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II. Afghan Growth Finance

Overview

Afghan Growth Finance LLC (“AGF” or “SEAF-AGF”) was incorporated in Delaware
(USA) in May 2007 with a total an initial commitment of USD 25 million, which comprised of a
loan from OPIC of USD 20 million and an equity contribution from SEAF of USD 5 million. In
Year [], OPIC granted SEAF-AGF a second loan of USD 30 million, bringing the total of OPIC’s
loan to USD 50 million. Through OPIC’s contribution, SEAF-AGF provides early stage and
expansion capital for SMEs in Afghanistan. Strong emphasis placed on agribusiness and
processed agro-industry, light manufacturing, transport and distribution, warehousing, services
and technology.

In 2010, USAID/Afghanistan awarded a Cooperative Agreement to Small Enterprise
Assistance Funds — Afghan Growth Finance (together “SEAF-AGF”) to support the expansion
of SEAF-AGF’s operations and presence in Afghanistan, which will significantly enhance the
access of Afghan SMEs to affordable capital and range of financing channels. SEAF-AGF
opened satellite offices in Herat in 2011 and Mazar-e-Sharif in 2009.

Fund Operations

AGF provides long-term capital to SMEs in Afghanistan. AGF works closely with SMEs
to structure financing options that enable them to grow and maximum profits. By working closely
as a partner to the SMEs, AGF enables innovative and growth oriented companies to realize
operational efficiency and increase value.

Investments are made in growth-oriented companies operating in key sectors with strong
emphasis on change-driven companies that are utilizing inputs available in Afghanistan and
adding value through innovation and use of new technologies.

AGF targets businesses that have been shut out of the commercial banking system and
require a financial partner that can work with the company to improve operational efficiency.
AGF is a full service financial partner helping SMEs realize their entrepreneurial potential by
providing pre and post investment support.

The following section discusses the loans in SEAF-AGF’s portfolio as of June 30, 2015.

The information herein is CONFIDENTIAL and was prepared by SEAF-AGF solely for the use of USAID.
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Financial Statements, including Active Loans

STATEMENT OF ASSETS, LIABILITIES, AND SHAREHOLDERS' CAPITAL - UNAUDITED
Afghan Growth Finance LL.C

Reporting Currency: USD
As of: 6/30/2015

AGF Delaware ACF Afghanistan &mmt'::m Consolidated Total
June 30, 2015 June 30, 2015 - June 30, 2012
June 30, 2015
Azzets
Cash and Cash Equivalents 9,725326 783,318 - 10,508,644
Restricted Cash’ 762,341 : - 762341
Accounts Recervable - 93,718 - 93,718
Prepaid Fxpanses and Other Current Axsatc 175,190 19,416 - 194,605
Dhue from Fund Manager 87,389 14913 - 102,302
Loan Recervable from Local 16,373,617 - (16,373,617 -
Leoan Interest Recervable From Local (167372) - 167,372 -
Receivable - AGF Local (For Advances) 1,818,305 : (1,818,305) -
Receivable - AGF Local (Service Fee) 4,428 588 . (4,428 588) -
Imrvestments -
Cost of nvestmants - Debt® - 19,884,006 - 19,884,006
Write-Up / (Provision) on Investments - Debt - (3.465,551) - (3.465.551)
Deposits - 281726 - 281.726
Property and Equipment, net - 224160 . 224160
Total Assets 33,203,384 17,835,707 (11,453,138) 18,585,953
Liahilities and Shareholders' Capital
Liahilities
Accounts Payable 2nd A ccrued Expenses " 63,488 - 63,488
Accraed Interest to OPIC 33,365 - - 33,365
Long Term Loan Payable - OPIC 23,702,133 - - 23,702,133
Interest Payable R (167.372) 167,372 -
Nates Payable " 16,373,617 (16.373.61T) -
Technical Assictance Payable (to AGD) - 4428588 (4,428 588) -
Defierred Revenne " 50,000 - 50,000
Other Lialuhies - 33,768 - 33,768
Total Liabilities 23,735 498 20,782,089 (20,634,833) 213,881,754
Shareholders' Capital
Contributions’ 11,967,747 1,818,305 (1,818,305) 11,967,747
Retained Earmings / (Accummilsted Loss) (2.499.861) (4.764.687) - (7.264.547)
Total Shareholders' Capital 9,467,886 {2,946,382) (1,818,305) 4,703,199
Total Liabilities and Shareholders' Capital 33,203,384 17,835,707 (22,453,133) 38,583,953

Hoes:

! Orperating Reserve, a5 per the OPIC Loan Ameement,

* Portfolio Company Loan Investments due in the current year is $4.077 885 as of 6/30/15.
! Remaining balance in SEAF's USATTVequity account is $1,588 4072 as of 30715,

The information herein is CONFIDENTIAL and was prepared by SEAF-AGF solely for the use of USAID.
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Loans in Arrears

No COMPANY NAME Aged 1-30 Days | Aged 31-60 Days | Aged 61-90 Days | Aged 90 + Days Total

1 |Khalid Haroon S 16,250 | S 16,250 | $ 16,250 | $ 97,500 | $ 146,250

2 |Rana Technologies S - S - S - S 1,500,000 | $ 1,500,000

3 |AKIT S - S - S - S 420,826 | $ 420,826

4 (Ehsan Osman S 4,000 | S 4,000 | $ 4,000 | $ 88,000 | $ 100,000

5 |Angaza S 2,906 | S 2,910 | $ 2,913 | S 20,418 | $ 29,147
Total $ 23,156 S 23,160 $ 23,163 $ 2,126,744 $2,196,223

Khalid Haroon

In early 2014, AGF pursued the company through the commercial courts and was awarded a
judgment in the amount of USD 750,000. The company made one installment payment under
the judgement but failed to make any further payments. AGF has retained the services of a
local attorney and started additional legal action in the Mazar commercial court. Decision is
expected by October 2015.

Rana Technologies

In 2014, AGF issued a number of loan repayment options to Rana. However, Rana did not
agree to the proposed terms as it does not want to pay interest on the outstanding liability.
Additionally, Rana has not provided clarity regarding security collateral and ability to repay the
liability over the proposed 5 years. In the absence of an agreement AGF will initiate legal action
in Afghanistan in 3Q2015.

Ehsan Osman

Ehsan Osman has the left country with unpaid liabilities to AGF and other creditors. AGF has
filed a claim with the Attorney General office of fraud and local authorities have been informed
to detain the shareholders when and if they return to the country.

Angaza

After multiple notices, in mid-2014, Angaza agreed to repayment of the loan liability over 5
years. However, post agreement the company failed to make any payments. AGF has retained
a local lawyer and filed a claim in Kabul commercial court. The trial began April 2015 with
judgement expected in September.

The information herein is CONFIDENTIAL and was prepared by SEAF-AGF solely for the use of USAID.
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I11.

USAID Performance Monitoring Plan Indicators

SEAF-AGF’s investments provide commercial returns to investors while having a sustainable development impact on the local
economy by increasing employment, improving availability of products and services, and increasing tax revenues for the government.

INDICATORS 2013 Q12014 Q22014 Q32014 Q42014 Q12015 Q22015 Cumulative to Date

NO! Male Female Male Female Male Female Male Female Male Female Male Female Male Female Male Female

1 |(4.3.1.1) # of new businesses created with AGF lending

2 |(4.3.1.2) # of existing businesses expanded with AGF lending 25

3 [(4.3.1.3) # of new jobs created by SMEs as a result of AGF lending 1036 71

4 [Number of jobs supported by AGF loan 52 589 190 3596 371

5 [(4.3.1.2.1) Number of total staff hired 28 6

6 [(4.3.1.2.1.1) # AGF Staff trained 10 B 10 1 10 3] 10 5] 10 3 10 3] 10 3 10 3

7 |(4.3.1.3.1.1) Number of loans approved/disbursed 1 33

3 (4.3.1.3.1.2) Number of borrowers (EG 4.3.1a) 25

9 |(4.3.1.3.2) Amount of loans disbursed 8,522,932 | $ 395,535 | $ 1,053 [ $ S 1,800,000 $ 500,000 S S 45,989,415
10 (4.3.1.1.1) Branches and/or financial points of service (EG 4.3.1b) 4
11((4.3.1.1..2.1) # of regions served by AGF financial services 4

12 ((4.3.1.1.1.1) # of Islamic financial products 2
13{(4.3.1.2.2) # of new technology systems adopted 1 7
14(4.3.1.3.1) Amount of total loans outstanding 25,007,156 | $ 23,085,368 [ $ 21,627,022 [ $ 20,750,977 | $ 21,432,157 | $20,509,325 | $19,884,006 | $ 19,884,006
15 |(4.3.1.3.3) Percentage of loan defaults (PAR) (EG 4.3.1d) 4.9% 5.4% 5.7% 5.8% 5.6% 6.00%

The information herein is CONFIDENTIAL and was prepared by SEAF-AGF solely for the use of USAID.




