IDBInvest Banco G&T Continental - SME Partnership

1. Description of the Project. The objective of this transaction is to increase access to finance for
SMEs by supporting the growth of the loan portfolio of Banco G&T Continental in Guatemala. For
this purpose, IDB Invest proposes a financing package of up to US$75 million. With the IDB Invest’s
proceeds, G&T Continental will expand financing for SMEs. The financing will be supplemented by
technical assistance to incorporate a gender perspective in how services are targeted and provided
to its SME clients. 2. Environmental and Social Classification and Rationale. Most of the supported
subprojects have a low risk potential while a smaller number have a medium risk potential. The
maximum size of the subloans is US$650,000. As a result, in accordance with IIC’s Environmental
and Social Sustainability Policy, the operation is classified as FI-2. Based on the nature of this
operation, specifically SME financing, it is likely to entail low- and medium-intensity indirect
environmental, social or health, and safety and occupational impacts and risks. 3. Environmental and
Social Risks and Impacts. IDB Group’s proceeds will be used to support the Bank’s SME portfolio. In
the SME portfolio, Banco G&T Continental has a greater exposure to the Trade sector at 40%,
followed by the Services sector at 17%, the Real Estate sector at 9%, Manufacturing at 7%,
Agriculture at 6%, with the remaining sectors having exposures of less than 5% (Construction,
Financial Services, Consumer Finance, etc.). Thus, the key risks and impacts are based on the ability
of the Banco G&T Continental to manage potential environmental and social risks associated with
loans to these sectors. For example, such risks may include management of solid waste and
wastewater, labor risks, and occupational health and safety risks. Banco G&T Continental already
has an Environmental and Social Management System (ESMS), which includes, inter alia, a Social
and Environmental Risk Management Policy dated November 29, 2016 (version 3). As stipulated in
this policy, the Bank applies the IFC Exclusion List and Performance Standards, as well as national
environmental and social legislation. The system includes adequate management procedures and
diverse plans, it also establishes differentiated levels of analysis according to the rating, amount and
the term of the loan. In the case of loans to SMEs, the client applies the list of exclusions of the IFC,
assigns the risk category and a requirement to apply national environmental and social legislation.
The ESMS is implemented by a qualified and trained team to manage the environmental and social
risk of the operation. Banco G&T Continental also has a complaints mechanism with its
corresponding internal and external complaint management system, as well as emergency plans for
earthquakes and fires, and an Occupational Health and Safety Plan. Grupo Financiero G&T
Continental applies a Code of Ethics applicable to all who work within the Group, in all countries
where it operates, making available various channels to ensure effective enforcement of the code. As
for fair and equitable labor conditions -- free of any discrimination based on age, gender, ethnicity,
cultural heritage and religion -- Banco G&T Continental applies the above-mentioned Code of Ethics;
since the code is reciprocal, it is binding on all employees as well as management and expressly
prohibits any discrimination based on race, color, religion, gender, nationality, age, disability or any
other category. Banco G&T Continental is committed to gender equality. In particular, the Bank
maintains a continuous training program for the organization’s women leaders called the Women
Business Network, which has been in force for more than three years. The Bank is also seeking to
replicate the group’s successful model implemented in Banco G&T Continental (El Salvador) of a
credit line for women-led SMEs. IDB Invest plans to support Banco G&T Continental both in
leadership training and the line of credit for women. 4. Mitigation Measures/Environmental and
Social Action Plan. Banco G&T Continental will continue to apply the contractual clause to all
subloans, according to which each subloan must comply with current environmental and social
legislation. The Bank will also apply IDB Invest’s exclusion list. No gaps with the IDB Invest
Environmental and Social Policy have been identified and thus no Environmental and Social Action
Plan is required. Given that IDB Invest’s loan is focused on supporting the SME business, exposure
of IDB Invest’s proceeds to each client is limited to the level defined by national regulations for
SMEs (JM-93-2005) which, at this point, is US$650,000. In addition, for the subloans granted using
the IDB Invest proceeds, the exclusion list of IDB Invest will be applied, Category A investments are
excluded, as well as investments in the hydroelectric power generation and palm oil sectors.
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Contact Information

For questions on the projects, including environmental and social issues related to an IDB Invest
transaction, please contact the client (see Investment Summary file), or IDB Invest by e-mail
requestinformation@idbinvest.org. As a last resort, affected communities have access to the IDB
Invest Independent Consultation and Investigation Mechanism via e-mail at mecanismo@iadb.org or
MICI@iadb.org, or telephone at +1(202) 623-3952.
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