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armenia financial sector stability Pilots

Overview
The objective of the Armenia Financial Sector Stability Pilots (FSSP) is to conduct a result oriented and transaction-driven pilot program aimed at increasing small and medium enterprise (SME) lending as a way to mitigate the effects of the financial crisis affecting the banking sector and SME’s access to finance in Armenia. The main purpose of this pilot activity is to produce short term, tangible and measurable results that can be replicated, internalized and scaled up by the Armenian banking sector and as a result, re-ignite SME lending, severely restricted by the effects of the crisis. 

Pilot Components
· SME Finance for Increasing Sales and Employment within Value Chains. A pilot program to design, introduce and implement purchase order finance (POF) product to selected banks to generate POF transactions as a vehicle to expand access to finance for SMEs

· Feasibility of implementation of Hedging Mechanism. A study of the feasibility of integrating a hedging mechanism in SME-targeted finance products to mitigate foreign exchange risk, and if determined feasible, implementation of a pilot to integrate hedging mechanisms in SME-targeted finance products with 2-3 banks

· Translation of International Finance Reporting Standards for SMEs 2009. The translation and expert review of the IFRS for SMEs 2009, IFRS for SMEs Basis for Conclusions, and IFRS for SMEs Implementation Guidance 2009 and coordination with the Government of RA Ministry of Finance on option for maintenance of the standards. 

Performance Indicators
· Improved bank policies and procedures to facilitate SME POF transactions. 
· Improved bank contract agreements to facilitate SME POF transactions. 
· POF finance product developed and introduced. 
· Credit officers better able to evaluate potential SME POF transactions. 
· At least 10 SMEs in designated sectors referred to partner banks as POF potential clients.
· At least 3 SME POF transactions completed by partner banks. 
· Completed translation of IFRS for SMEs 2009, IFRS for SMEs Basis for Conclusions, and IFRS for SMEs Implementation Guidance 2009. 
Results as of June 30, 2010
· Policies and procedures to facilitate SME POF transactions approved by both partner banks. 
· POF contract agreements to facilitate SME POF transactions adopted by both partner banks.
· Credit officers of both partner banks able to evaluate potential SME POF transactions.
· 18 SMEs of designated sectors screened and referred to partner banks.
· 7 POF loans completed by partner banks.
· Preliminary marketing plan and marketing brochure developed by both partner banks. 
· Translation of IFRS for SMEs 2009, IFRS for SMEs Basis for Conclusions, and IFRS for SMEs Implementation Guidance 2009 completed and delivered to Ministry of Finance of the RA. 
