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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. The road transport network in Georgia had grown significantly in economic importance, 
contributing about 615% more to gross domestic product in 2007 than in 1996. Goods moved by 
road quadrupled in volume, from 131 million ton-kilometers in 1996 to 586 million ton-kilometers 
in 2006. 1  Connectivity was the key to sustainable development in Georgia. The east–west 
highway between Azerbaijan and Georgia was a major route for oil exports from Azerbaijan and 
Central Asian countries that relied on the ports of Poti and Batumi on the Black Sea as exit points. 
The Red Bridge–Tbilisi–Poti highway ran east to west from the port of Poti on the Black Sea to 
the Azerbaijan border, effectively connecting the country to the Caspian Sea. The Sarpi–Batumi–
Samtredia highway extended the east–west highway to the Turkish border along the Black Sea 
coast (footnote 1). However, the rapid traffic growth up to 2008 and a lack of investment since the 
country’s independence diminished the efficiency of subregional corridors. Growth and poverty 
reduction would have been affected if the situation had not been redressed. 
 
2. Georgia’s road network was developed under the former Soviet Union. Insufficient funding 
for road maintenance since the country’s independence led to a deteriorating quality of the road 
assets. The roads subsector faced four major challenges. These  were inadequate capacity of 
the road network including subregional corridors,  insufficient funding for capital investment and 
road maintenance, unsatisfactory safety record, and limited institutional capacity. The 
government updated the road transport infrastructure investment plan in 2009 to modernize, 
upgrade, expand, and/or rehabilitate 1,842 kilometers (km) of roads. 
 
3. The Batumi and Kobuleti bypass roads on the east–west highway were needed to 
increase the highway’s capacity. Improved road safety measures and standards and “soft” 
investments to facilitate cross-border trade and transit traffic were also needed. The multitranche 
financing facility (MFF) modality was preferred to keep the Asian Development Bank (ADB) 
involved over the long term and give the government greater certainty in financing, while devoting 
more time to project preparation.  
 
4.  Tranche 1 comprised a new 34-kilometer (km) two-lane bypass road skirting Kobuleti and 
a 6 km expansion of an existing two-lane road between Kobuleti and Batumi to four lanes, along 
the Black Sea coast toward the Turkish border.2 It was to strengthen asset management capacity 
of the Roads Department and improve road safety. Tranche 2  was to construct a new 14 km two-
lane bypass road skirting Batumi, improve border infrastructure and simplify cross-border control 
procedures, and prepare a feasibility study and detailed design for tranche 3. Tranche 2 was 
canceled on 25 November 2011 because the estimated costs of the civil works were more than 
twice the preliminary estimate. Tranche 3 was to provide additional financing for tranche 1, along 
with the preparation of feasibility studies and designs for other parts of the east–west highway, 
as detailed in para. 6. 
 
 
 
 

 
1 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility to Georgia for the Road Corridor Investment Program. Manila. 
2  In June 2014 memo requesting for approval of a minor change to an individual project under an MFF, para. 1 sought 

the approval of  the proposed cancellation of the last 400 meter road section of the southern end of Kobuleti Bypass 
between Chakvi and Makhinjauri, thereby changing the project’s output from 34 km to 33.6 km. 

https://www.adb.org/projects/documents/road-corridor-investment-program-rrp
https://www.adb.org/projects/documents/road-corridor-investment-program-rrp
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B. Expected Impact, Outcome, and Outputs 
 
5. The expected impact of the investment program as stated in the design and monitoring 
framework (DMF) was increased subregional trade. Tranche 3 envisaged impact was increased 
subregional trade and tourism revenues. The targeted outcome of the investment program and 
tranche 3 project was improved subregional road network. 
 
6. The planned outputs of the investment program were the improvement of about 120–200 
km of subregional roads, strengthening of asset management capacity of the Roads Department, 
and improved road safety. Tranche 3 had three main outputs with eight targets/indicators. The 
first main output with three targets was the completion of the tranche 1 outputs.3 The second main 
output had four targets. These were detailed design for Kharagauli–Chumateleti road and a 
feasibility study, detailed engineering design, and safeguards works for Batumi Bypass–Sarpi 
section. The other two targets were detailed design and safeguard works for the Khevi–Argveta 
road section and a feasibility study, detailed design, and safeguards works for the Tbilisi Bypass 
road. The third main output and target was the rehabilitation of about 12.2 km of local roads. 
 
C. Provision of Inputs 
 
7. ADB approved the MFF in September 2009 and tranche 3 in December 2011.4 Tranche 3 
became effective in June 2012, as scheduled. It closed in September 2019 with two extensions 
due to the delay in the acquisition of 6 km of land for road alignment and prolonged resettlement 
issues, resulting in almost 4 years of delay in loan closing. 
 
8. The investment program was to cost about $3 billion, with $500 million to be funded by 
ADB. Tranche 3 was estimated at $165 million, including contingencies and financing charges. 
The periodic financing request for tranche 3 requested a $140 million loan from ADB’s ordinary 
capital resources. The government was to finance the remainder of $25 million, including taxes 
and duties and financing charges. At completion, $199.18 million of ADB funds were disbursed 
while the government contributed the balance of $82.05 million. At the government’s request, 
$45.6 million was canceled in February 2019 because the main construction activities had already 
been completed. The government committed to financing the completion of works using its own 
funds to pay for the spillover of some minor works beyond the loan closing date. At completion, 
the total cost of tranche 3  was reduced to $107.55 million, with an ADB loan amount of $83.22 
million and the balance from the government.  
 

 
3 The outputs of tranche 1 were 33.6 km two-lane bypass road detouring Kobuleti constructed, asset management 

capacity strengthened, and road safety improved. Footnote 15 of the Periodic Financing Request for MFF 0034-
GEO: Tranche 3 (Additional Financing) stated that “[t]he first output in the original project‘s DMF should be 34 km 
instead of 48 km, which is a typographical error. The correct length is also mentioned in para. 26 and Appendix 10 
(procurement plan) of the RRP.” However, this validation notes that RRP’s Appendix 6, para. 1 on “Road Design 
Summary stated “[t]he proposed bypass roads, 48 kilometers (km) in total length comprise (i) a two-lane road east 
of Kobuleti (28 km) traversing mostly plain areas, (ii) the existing road between Kobuleti and Batumi (6 km) widened 
from two to four lanes, and (iii) a two-lane road that will cut through densely populated hilly terrain east of Batumi (14 
km).” The first two sections with a combined total of 34 km was to be financed from Loan 2560 (tranche 1) and the 
remaining 14 km from Loan 2716 (tranche 2). Based on a memo dated 8 March 2012 requesting for minor changes 
in the implementation arrangement, when the detailed design of the 48-km road was completed, the civil works costs 
of both sections under tranches 1 and 2 were estimated substantially higher than envisaged at appraisal. To cover 
the cost overrun in tranche 1, ADB approved Loan 2843  (tranche 3) in December 2011 as additional financing at the 
government's request. However, the government decided to postpone the construction of the Batumi Bypass road 
section and canceled tranche 2 in November 2011 before any work started (FCR para. 5). 

4 ADB. 2021. Completion Report: Road Corridor Investment Program (Multitranche Financing Facility and Tranche 3) 
in Georgia. Manila. 

https://www.adb.org/projects/documents/geo-41122-013-41122-043-pcr
https://www.adb.org/projects/documents/geo-41122-013-41122-043-pcr
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9. Consulting services were required for project management and capacity development and 
road safety. The report and recommendation of the President (RRP) noted that tranche 1 project 
was to require 1,330 person-months of consulting services (230 international and 1,100 national), 
and additional consulting services will be procured under the later tranches, if necessary (footnote 
1). The periodic financing request for tranche 3 provided up to five contracts for individual 
consultants for a value of $0.5 million and one contract of $4 million for construction supervision. 
Tranche 1 project completion report (PCR) did not provide any information on the amount of 
consulting services engaged or a breakdown between international and national consultants.5 
The facility completion report and tranche 3 simply stated that adequate consulting services were 
provided for project management and capacity development and road safety without elaborating. 
 
10. Tranche 3 was classified category A for environment because of the environmental 
impacts of the temporary increases in soil erosion, sedimentation, air and noise pollution, removal 
of vegetation and soil for construction, and the risks involved in the transport of hazardous 
materials. The PCR reported a post-construction environmental audit conducted in September 
2020 where the entire project road was inspected. The environmental audit did not observe any 
significant noncompliance. The project was also classified category A for involuntary resettlement 
and category C for indigenous peoples. It primarily affected Georgians who made up almost 93% 
of the population. Other ethnic groups were fully integrated into the country’s institutional, cultural, 
and economic processes.  
 
D. Implementation Arrangements 
 
11. The Ministry of Regional Development and Infrastructure was to be the executing agency 
and the Roads Department, assisted by the Eurasian Transport Corridor Investment Center, was 
to be the implementing agency. The chairperson of the Roads Department was to provide 
guidance, interagency coordination, and specific approvals. The Foreign Projects Unit was to 
handle all project implementation activities. Financial management activities were to be 
outsourced to the Eurasian Transport Corridor Investment Center. During the implementation of 
tranches 1 and 3, the executing and the implementing agencies were as envisioned at appraisal. 
The Roads Department supervised the program and the International Procurement Division 
(formerly known as the Foreign Projects Unit) implemented activities concerning procurement, 
engineering, safeguards, and financial management. 
 
12. Of tranche 3’s 27 covenants, 23 were complied with, 3 were partly complied with, and 1 
was not applicable because it was related to indigenous peoples. The piloting of performance-
based maintenance contract (PBMC) was not undertaken. The financial management covenant 
was partly complied with because the audited project financial statements (APFS) did not follow 
the fair presentation framework. Also, the semiannual social monitoring reports were not 
prepared, although semiannual environmental monitoring reports for 2013–2020 were submitted. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
13. The PCR rated the MFF and tranche 3 relevant. It noted that the MFF program was 
relevant to the government and ADB strategies at appraisal and remained relevant at completion. 
The MFF program was to support the government’s strategy in developing the country as a 
regional transport and logistics hub for trade between Europe and Central Asia. The Joint Needs 

 
5 ADB. 2021. Completion Report: Road Corridor Investment Program, Tranche 1 in Georgia. Manila. 

https://www.adb.org/projects/documents/geo-41122-023-pcr
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Assessment (JNA) recommended investments in the country’s road networks, which were in a 
poor state of repair that negatively impacted the cost of doing business and foreign direct 
investment (footnote 1).6 The intended objectives of the MFF and tranche 3 were strategically 
aligned with the government priorities and ADB’s Interim Operation Strategy 2008–2009,7 aimed 
at supporting the country’s sustainable economic growth and regional cooperation. The PCR 
noted that the MFF modality was appropriate as it provided a greater flexibility by allowing the 
program more time and resources for implementation and reforms. The MFF program’s 
implementation period was extended for nearly 3 years with one extension to allow the completion 
of works under tranches 1 and 3 (with substantial delays of 6 years and 3 years, respectively). 
The DMF for tranches 1 and 3 were revised following the minor changes in scope and 
performance indicators. Tranche 2 was canceled 6 months after its effectivity due to the 
substantial increase in the cost of civil works.8 The estimated costs of the civil works were more 
than twice the preliminary estimate. The MFF’s DMF was modified following these changes in the 
facility agreement and program extension. 
 
14. This validation notes that tranche 3 was designed largely as an additional financing to 
cover the difference between the 2009 preliminary cost estimate for civil works and the final 
estimate after the detailed design. This was to help complete the Kobuleti Bypass road under 
tranche 1. Tranche 3 could have been designed to support capacity and other institutional reforms 
envisaged under the MFF program, given the long-standing sector issues that were identified 
during the program formulation phase. However, tranche 3’s relevance was closely tied up to its 
additional function. Its design was limited and therefore geared toward ensuring that the Kobuleti 
Bypass road was completed. On the whole, this validation assesses tranche 3 relevant.  
 
15. This validation assesses that the program reflected limited design, with lack of appropriate 
risk assessment and mitigation plans, specifically with respect to investment planning and 
strategic road map, and detailed design for land acquisition and resettlement. The MFF program’s 
sector road map was deficient. It could have sufficiently assessed the investment program’s 
rationale, its implementation timeline and detailed scope of the MFF and its tranches, specifically 
the institutional and sector capacity constraints. The underestimated cost of major civil works and 
project components could have been foreseen at appraisal. Tranche 2 necessitated realignment 
to mitigate its environmental impacts because part of the original proposed alignment was located 
close to wetlands of international importance. Since this entailed substantial increase in the cost 
of civil works, this resulted in tranche 2 cancellation and changes in the scope of tranches 1 and 
3. A stand-alone investment project was approved later for the Batumi Bypass Road. 
 
16. This validation assesses that a project investment lending could have been a more 
appropriate financing modality. The MFF modality was selected with the assumption that a long-
term financing framework would allow flexibility in project selection. However, implementation 
issues with tranches 1 and 2 proved that an MFF was not the most suitable modality. There were 
no additional projects under this MFF after tranche 3, which was more of a supplementary 
financing for tranche 1. Subsequently, the MFF program became the basis for preparatory works 
for other project investments. This indicated that separate investment projects could have been 
financed more effectively rather than an MFF modality. 

 
6 The Joint Needs Assessment for Georgia’s Economic Recovery spelled out a comprehensive set of priorities and 

assistance modalities for the country. Development partners were asked to assist the budget and the banking 
systems and fund key social and infrastructure priorities. World Bank. 2010. Press Release: Georgia Post-Conflict 
Joint Needs Assessment Wins a World Bank Prize; ReliefWeb. 2008. Georgia - Summary of Joint Needs Assessment 
Findings; World Bank. 2010. Georgia Post-Conflict Joint Needs Assessment Wins a World Bank Prize. Washington. 

7 ADB. 2008. Interim Operational Strategy: Georgia: 2008–2009. Manila.  
8 ADB. 2014. Completion Report: Road Corridor Investment Program—Tranche 2 in Georgia. Manila. 

https://www.worldbank.org/en/news/press-release/2010/03/31/georgia-post-conflict-joint-needs-assessment-wins-a-world-bank-prize
https://www.worldbank.org/en/news/press-release/2010/03/31/georgia-post-conflict-joint-needs-assessment-wins-a-world-bank-prize
https://reliefweb.int/report/georgia/georgia-summary-joint-needs-assessment-findings
https://reliefweb.int/report/georgia/georgia-summary-joint-needs-assessment-findings
https://www.worldbank.org/en/news/press-release/2010/03/31/georgia-post-conflict-joint-needs-assessment-wins-a-world-bank-prize
https://www.adb.org/sites/default/files/institutional-document/32693/files/ios-geo-2008-2009.pdf
https://www.adb.org/projects/documents/road-corridor-investment-program-project-2-pcr
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17. Moreover, the MFF was aimed at funding non-investment component to address priority 
reforms, including improving regulations and operating procedures; supporting private sector 
participation in construction and maintenance; and improving capacity to plan, manage, monitor, 
evaluate, measure, and report. These reforms did not materialize. A more detailed strategic 
context and direction of the road map for institutional strengthening and sector reforms with 
appropriate sequencing of investments could have been developed. For this type of project where 
sector reform targets are crucial in achieving the overall objective of the MFF, sector and 
institutional reforms are as important as infrastructure investments. 
 
18. The MFF’s  budget was planned at almost $3 billion, comprising an ADB loan of $500 
million and contributions by the government and other financial institutions of $2,455 million. At 
completion of the facility, only a little over 40% of ADB funds were used and the balance was from 
the government. The actual MFF cost was $281.23 million. This showed a huge underutilization 
of the MFF’s financing. 

 
19. However, this validation notes that the MFF was ADB’s first project intervention in Georgia 
under the transport sector after it joined ADB in 2007. This validation recognizes that the transport 
sector was in transition following Georgia's independence from the Soviet Union. It also notes that 
a joint needs assessment was prepared by the United Nations, together with ADB and other 
multilateral development banks. This served as a priority recovery and investment program for 
Georgia’s road networks and laid out a comprehensive set of priorities for the country.  

 
20. Given these circumstances, especially the government’s nascent institutional capacity and 
the gestation period needed, this validation assesses that the quality requirements for a road map 
had yet to be firmed up. In particular, the broad array of sectoral issues could not be possibly 
addressed by an initial MMF or even a sector lending. The transport sector’s binding constraints 
could not be tackled in isolation but through a succession of support/intervention. This validation 
assesses the MFF relevant. 
 
B. Effectiveness in Achieving Project Outcome and Outputs  
 
21. The PCR rated the MFF and tranche 3  less than effective in achieving their intended 
outcome and outputs. Tranche 3  outcome indicator was decrease in travel time for the Choloki–
Sarpi road section to less than 0.6 hour from 1.5 hours in 2011, and this was achieved. However, 
the PCR identified an ambiguity in this indicator. The distance from Choloki to Sarpi was about 
60 km and, to achieve a travel time of 0.6 hours, a vehicle would have to travel at a constant 
speed of 100 km/h, which was not feasible under the project road design standards. The PCR 
assumed that the performance indicator for the travel time reduction referred to the Kobuleti 
Bypass itself, which was 0.35 hours. This validation assesses that this outcome target was not 
achieved. 
 
22. Tranche 3 had  eight output targets, of which four were achieved and four were 
substantially or partly achieved. A 33.6 km two-lane bypass road detouring Kobuleti was 
achieved. Civil works for km 0–12.4 and km 30–33 were completed and opened to traffic in May 
2016. Also, civil works for km 12.4–31.2 were completed and opened to traffic in June 2018. 
Detailed design of the Kharagauli–Chumateleti road, along with completion of an independent 
review of design and specifications) was achieved. Detailed design and safeguard work for the 
Khevi–Argveta section was achieved. Independent review of design and specifications were 
completed and ADB endorsed the land acquisition and resettlement plans (LARPs) and bidding 
documents in March 2018. The final report was submitted in September 2019. Rehabilitation of 
approximately 12.18 km of local roads was completed by October 2018 and met the construction 
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standards and specifications in the contract document; thus, this target was achieved. LARP final 
report  was submitted to ADB in December 2018. Feasibility study, detailed engineering design, 
and safeguard works for Batumi Bypass–Sarpi section was substantially achieved. Draft LARPs,  
environmental impact assessment (EIA), and initial environmental examination (IEE) reports for 
Batumi Bypass–Sarpi section were endorsed by ADB in February 2018. A minor change in scope 
was approved in March 2019 to transfer the financing of a detailed design and preparation of 
LARPs, EIA, and IEE to Loan 3520-GEO.9 Feasibility study, detailed design, safeguard works for 
Tbilisi Bypass road was substantially achieved. Draft LARPs, EIA, and IEE reports for Tbilisi 
Bypass road were approved by ADB in June 2018. Another minor change in scope was approved 
in September 2019 to transfer the financing of detailed design and preparation of LARPs, EIA, 
and IEE to Loan 3715-GEO.10 The adoption of performance-based contracting for maintenance 
of at least 100 km of local or national roads was partly achieved. A road asset management (RAM) 
specialist engaged in December 2018 developed the road management system and the PBMC, 
managed and supported the Roads Department in the implementation and knowledge transfer of 
international road management program, and developed an action plan for tolling strategy. 
Development of road accident monitoring, reporting, and information system by 2019 was partly 
achieved. The Roads Department has a reliable database to monitor roads fatalities, injuries, and 
incidents. Road lighting works were completed in September 2019. 
 
23. Tranche 3 outcome was not achieved while four out of eight outputs were achieved. Two 
were substantially achieved  and the other two were partly achieved. This validation assesses 
tranche 3 less than effective. Of the MFF’s four outcome targets, two were achieved, one was 
substantially achieved, and one was partly achieved. Increased funding for road maintenance 
from $32 million in 2009 to $52 million in 2019 was achieved. The periodic and routine 
maintenance budget increased to GEL71.3 million in 2020. The target decrease in the road 
accident rate from 1.3 per million vehicle-km on the existing road to 0.68 on the new bypass road 
by 2019 was achieved. The average rate of crashes per million vehicle-km fell from an average 
of 1 million vehicle-km for 2009–2012 to 0.12 million vehicle-km in 2020. The target of increasing 
the share of subregional roads in good and fair condition from 80% in 2008 to 90% by 2019 was 
substantially achieved. The share of subregional roads in good and fair condition was 88.5%. The 
outcome of reduced freight charges per ton-km by 10% from 2009 to 2019 was partly achieved. 
Freight charges showed a downward trend between 2009 and 2020; however, there were little 
data to validate the trend. Given the short length of the project road compared to the overall length 
of the east-west highway, the impact of reduced vehicle operating costs and reduced journey time 
as a result of the project may have not been significant.  
 
24. The PCR indicated that the MFF’s three outputs were partly achieved. Costs at the 
feasibility study stage of the works under the individual tranches were underestimated and 
precluded tranche 2.  The PCR also indicated that the MFF achieved an output of 33.4 km with 
an international roughness index of 1.72 in 2019 and 1.73 in 2020,  lower than the targeted index 
of 3. However, the overall MFF output of 120–200 km was not achieved. The implementation of 
PBMC was partly achieved. A RAM specialist was engaged in December 2018, financed under 
Loan 3861-GEO, to implement PBMC.11 This validation assesses that the piloting of the PBMC 
was not undertaken. The third MFF output was to improve road safety by reducing the annual 
growth rate of road accidents to 5% by 2019. The number of road incidents over 2009–2012 

 
9 ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Loan to Georgia for the Batumi Bypass Road Project. Manila. 
10 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Georgia for 

the East-West Highway (Khevi–Ubisa Section) Improvement Project. Manila. 
11 ADB. 2019. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Georgia for 

the East-West Highway (Shorapani–Argveta Section) Improvement Project. Manila. 

https://www.adb.org/projects/documents/geo-50064-001-rrp
https://www.adb.org/projects/documents/geo-50064-001-rrp
https://www.adb.org/projects/documents/geo-49257-001-rrp
https://www.adb.org/projects/documents/geo-49257-001-rrp
https://www.adb.org/projects/documents/geo-53178-001-rrp
https://www.adb.org/projects/documents/geo-53178-001-rrp
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increased from 23 to 39 in 2019. However, corridor fatality, injury, and crash rates per billion 
vehicle-km fell from 2009 and continued to fall in 2019–2020. This validation assesses that  this 
output was not achieved.  
 
25. This validation notes that the safeguard categorizations at appraisal were correct. The 
MFF and tranche 3 were not expected to have a significant impact on ecology, biodiversity, or 
conservation as the project was located away from sensitive conservation areas. However, the 
project was expected to incur substantial land acquisition and resettlement. People affected by 
the project confirmed that the amount of cash offered as compensation was reasonable and fair. 
At project completion, documents indicated that there were no complaints about the 
compensation rates for affected households. There were also no outstanding environmental or 
resettlement complaints as there was sufficient consultation with stakeholder and affected 
peoples.  
 
26. The project outcome and outputs of the MFF were not fully achieved. Of the four outcome 
targets, two were achieved, one was substantially achieved, and one was partly achieved. All 
three MFF outputs were partly achieved. This validation assesses the MFF less than effective.  
 
C. Efficiency of Resource Use  
 
27. The PCR rated the project efficient. It indicated that the recalculated economic internal 
rate of return (EIRR) was derived using the same methodology as at appraisal in 2009 and at 
reappraisal in 2011. At completion, the EIRR was 12.8%. 
 
28. This validation notes that the MFF and tranche 3 PCR’s EIRR was the same as the EIRR 
calculated for  tranche 1 PCR. It also notes that there was no separate economic reevaluation 
done for the whole MFF.  Tranche 3 incurred significant delays with time overrun of more than 4 
years and with two extensions. This validation notes an attribution issue. It assesses that tranche 
3, by itself, could not have generated the levels of economic benefits without tranche 1. 
Specifically, tranche 3 could not have yielded a 12.8% EIRR since it only financed 58% of Lot 2. 
Other economic benefits were from tranche 1, which fully funded Lot 1 and the remainder (42%) 
for Lot 2. The PCR’s reevaluation could have included a project benefit-cost analysis on tranche 
3’s output concerning the rehabilitation of 12.18 km of local roads. 
 
29. Assuming that the approach in the economic reevaluation of tranche 3 was valid, tranche 
1 had four serious methodological issues. First, the project’s economic life was extended by 7 
years without justification. Second, the PCR’s inclusion of a residual value on the investment in 
2042 of 30% of the initial investment was high and not justified. Third, the project was assumed 
to be still generating economic benefits even with the residual value at the end of the project’s 
life. Fourth, the estimated economic benefits in terms of time savings and vehicle operating cost  
in the latter years of the project’s economic life were too high. 
 
30. Tranche 3 also incurred a long delay and, therefore, was not process efficient. Even if the 
same approach as tranche 1 was assumed, there were serious methodological issues that could 
pull down the EIRR, which was slightly above 12%. Therefore, this validation assesses tranche 3 
less than efficient. 
 
31. On the MFF, an economic evaluation was not presented for the whole facility although the 
PCR rated it efficient. In particular, the PCR did not provide evidence and justification that could 
prove that the MFF was indeed efficient. It could not claim the same set of economic benefits from 
both tranche 1 and tranche 3 since this would constitute double counting. This validation also 



 9 
 

notes that the self-evaluation for tranche 2 was inefficient. Given these and the lack of evidence 
presented for the whole MFF, this validation assesses the MFF less than efficient. 
 
D. Preliminary Assessment of Sustainability 
 
32. The PCR rated both tranche 3 and the MFF likely sustainable. Its justifications for the 
rating were almost the same as that for tranche 1. Therefore, its sustainability hinges on tranche 
1’s meeting its operation and maintenance (O&M) requirements. The PCR indicated that the 
government exerted efforts to improve road maintenance planning, budgeting, and efficiency 
through the development of a RAM system, piloting of PBMC, and assessing toll options. It also 
indicated that the annual expenditure for road maintenance nearly doubled in 2018 compared to 
2014. 
 
33. This validation notes that it was not clear whether or not there was a dedicated funding for 
the Kobuleti Bypass Road. Also, the PCR could have indicated how the O&M for the local roads 
that were rehabilitated under tranche 3 could be funded. However, the PBMC was envisaged in 
another project (Loan 3861) to support the road's tolling strategy and asset management system, 
which would likely contribute to the project's sustainability. There was a strong likelihood that the 
government could ensure its sustainability, also considering the other sources of financing that 
were available. On the whole, this validation assesses tranche 3 likely sustainable.  
 
34. This validation notes that the PCR did not provide a separate preliminary assessment of 
sustainability for the MFF although it was also rated likely sustainable. It also notes the limited 
capacity building measures, which were carried out for the whole program, as well as the  
institutional capacity in the road sector remained limited. These measures were confined in 
tranche 1. Tranche 2 was not rated for its sustainability since it was canceled. As such, the MFF 
became similar to a stand-alone loan project. However, this validation notes that there were 
different forms of revenue sources introduced in 2018 such, as fees for licenses and vehicle 
ownership taxes and inspection fees which could augment government budget. In the same way, 
the periodic and routine maintenance budget was expected to increase—for example, budget 
increased from GEL28.5 million to GEL71.3 million in 2020, which was nearly three-folds, and 
above the expected increase of 63% as initially allocated. Specifically, the program’s compliance 
with the adoption of long-term road sector development plan and its implementation would 
facilitate planning and prioritization of road maintenance works. Also, the program’s compliance 
in ensuring that the project road is operated and maintained in good condition for at least 5 years 
after completion, with the road having an IRI exceeding 4.0, indicated that the O&M could be 
sustained. As a whole, this validation assesses the MFF likely sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
35. The PCR rated the project’s development impact satisfactory and indicated that the 
investment program and tranche 3 supported Georgia’s economic growth and regional 
cooperation. However, the PCR provided little evidence to support the development impact rating. 
This validation notes that the main development impact was the rerouting of traffic from the 
downtown core of Kobuleti and the improvement in traffic flow, the reduction in air and noise 
pollution, and the improvement in pedestrian and vehicular safety in the city center. These 
developments had a substantial impact on the residents of Kobuleti. Therefore, this validation 
assesses the project’s development impact satisfactory. 
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B. Performance of the Borrower and Executing Agency 
 
36. The PCR rated the performance of the borrower, the executing agency, and the 
implementing agency satisfactory. The government started the detailed design and other 
preconstruction work using its own funds as soon as the MFF was approved. As the borrower and 
government agencies familiarized with ADB’s safeguard policies and procedures, their 
performance improved. The borrower provided timely and adequate counterpart funding for the 
project and assumed financing of other activities using its own funds to pay for the spillover of 
some minor work incurred after the loan closing date. This validation assesses the performance 
of the borrower and the executing agency satisfactory. 
 
C. Performance of the Asian Development Bank 
 
37. The PCR rated the performance of ADB satisfactory. ADB monitored the MFF closely 
through review missions, tripartite meetings, and video and audio conferences to ensure that its 
progress and issues including safeguards were addressed. ADB provided comments on bidding 
documents; issued no-objection letters to the bid evaluation report; and processed contract 
awards, variations, fund reallocation, and other related issues in time during project processing 
and  implementation. ADB headquarters administered tranche 1 until December 2016 and then 
delegated the project to the Georgia Resident Mission. 
 
38. Tranche 3’s EIA provided a limited, consideration of potential cumulative impacts of the 
MFF. Key environmental and social documents described potential environmental and social risks 
and impacts. The environmental and social requirements in the RRP and legal documents, the 
quality of environmental and social studies, and public disclosure met ADB requirements. 
Between 2010 and 2018, ADB conducted 34 project reviews covering tranches 1 and 3. 
Recommendations for improvements to safeguards performance were made. Despite the initial 
design issues, this validation assesses ADB performance satisfactory. 

 
IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

 
A. Overall Assessment and Ratings 

 
39. The PCR rated the MFF and tranche 3 successful. The program was relevant, less than 
effective, efficient, and likely sustainable. It  expected that all components were to be completed 
as designed under the MFF and a standalone project for the Batumi Bypass Road. Tranche 3 
was also relevant, less than effective, efficient, and likely sustainable. This validation assesses 
the MFF and tranche 3 project less than successful. They were relevant, less than effective, less 
than efficient, and likely sustainable.   
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
Relevance                         

Tranche 1a 
Tranche 2b 
 
 
Tranche 3 
MFF 

 
Relevant 

Relevant at appraisal 
but not assessed at 

completion 
Relevant 
Relevant 

 
Relevant 

Less than relevant 
 
 

Relevant 
Relevant 
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Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
Effectiveness                    

Tranche 1a 
Tranche 2b 
Tranche 3 
MFF 

 
Less than effective 

Ineffective 
Less than effective 
Less than effective 

 
Less than effective 

Ineffective 
Less than effective 
Less than effective 

 

 

Efficiency                          
Tranche 1a 
Tranche 2b 
Tranche 3 
MFF 

 
Efficient 

Inefficient 
Efficient 
Efficient 

 
Less than efficient 
Less than efficient 
Less than efficient 
Less than efficient 

 
 
 
Methodological issues were 
evident and tranche 3 could not 
have economic benefits by itself.  
No economic evaluation and 
evidence presented for the MFF. 

Sustainability                    
Tranche 1a 
Tranche 2b 
Tranche 3 
MFF 

 
Likely sustainable 

Not rated 
Likely sustainable 
Likely sustainable 

 
Likely sustainable 

Unlikely sustainable 
Likely sustainable 
Likely sustainable 

 

Overall assessment        
Tranche 1a 
Tranche 2b 
Tranche 3 
MFF 

 
Successful 

Unsuccessful 
Successful 
Successful 

 
Less than successful 

Unsuccessful 
Less than successful 
Less than successful 

 

Preliminary 
assessment of impact 

Tranche 1a 
Tranche 2b 
Tranche 3 
MFF 

 
 

Satisfactory 
Not rated 

Satisfactory 
Satisfactory 

 
 

Satisfactory 
Negligible 

Satisfactory 
Satisfactory 

 

Borrower and 
executing agency 

Tranche 1a 
Tranche 2b 
Tranche 3 
MFF 

 
 

Satisfactory 
Satisfactory 
Satisfactory 
Satisfactory 

 
 

Satisfactory 
Satisfactory 
Satisfactory 
Satisfactory 

 

Performance of ADB         
Tranche 1a 
Tranche 2b 
Tranche 3 
MFF 

 
Satisfactory 
Satisfactory 
Satisfactory 
Satisfactory 

 
Satisfactory 

Less than satisfactory 
Satisfactory 
Satisfactory 

 

Quality of PCR  Satisfactory Paras. 45–46 
ADB = Asian Development Bank, EIRR = economic internal rate of return, IED = Independent Evaluation Department, 
MFF = multitranche financing facility, PCR = project completion report. 
Note: Tranche 1 and Tranche 2 projects are discussed in separate validation reports. 
a IED. 2022. Validation Report: Road Corridor Investment Program, Tranche 1 in Georgia. Manila: ADB. 
b IED. 2015. Validation Report: Road Corridor Investment Program–Tranche 2 in Georgia. Manila: ADB. 
Source: ADB (IED). 
 
B.       Lessons 
 
40. The PCR identified two lessons. First, project readiness would benefit from including the 
preparation of detailed design and safeguards documents to ensure greater accuracy of cost 
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estimates. Also, including a detailed design and safeguards documents for pipeline projects leads 
to a higher degree of project readiness. Second, the important elements for social safeguards 
assessments include six factors. The first two are identification of potential stakeholders in LARPs 
and consultation with affected people and other project stakeholders early, briefing them on 
possible alternate scenarios. The next two are resolving the most difficult, challenging, and 
unprecedented cases early and high-level support through appropriate protocols. The last two are 
sufficient time for land acquisition, resettlement, as well as related consultative processes and 
improving the implementation-readiness of LARPs. 
 
41. This validation suggests additional lessons. A thorough screening and assessment of 
project selection upfront is crucial to enhancing the effectiveness of MFF modality, especially its 
suitability and readiness for a specific type of investment. In a case where an MFF modality is 
designed to finance a typical stand-alone investment, the intended benefits and envisaged results 
of the financing instrument are less likely to be achieved. A more detailed assessment of design, 
sound sector road map/strategy, and other MFF preconditions will help identify the 
appropriateness of MFF financing and improve the quality of an MFF implementation. Designing 
the early tranche of an MFF program in preparing detailed engineering design, capacity building, 
and training support to include planning, procurement, and project management among others, 
incentivizes the readiness for project execution of succeeding tranches. Specifically for 
implementing agencies and governments with weak institutional capacities, adequate skills set 
can improve the execution of subsequent project activities and management of implementation 
risks. 
 
C.       Recommendations for Follow-Up 
 
42. The PCR recommended that the government ensure that adequate project management 
support is available to supervise day-to-day operations and maintenance. Continuous monitoring 
of the number of accidents along the project road, cause of accident, speed, pavement condition, 
among others will help the government implement preventive road safety measures. This 
validation has no other recommendations to offer. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 

A. Monitoring and Reporting 
 

43. Submission of periodic reports, such as monthly and quarterly progress reports and 
reports on social and safeguard issues, was made regularly. The APFS with an unqualified 
opinion due every June of each year after the end of the related fiscal year was regularly submitted 
on time to ADB. However, with ADB’s approval, the submission of the project’s APFS due in June 
2019 was deferred to cover activities until February 2020, the financial closure of the loan. The 
final APFS was submitted in November 2020. 
 
44. The targets and indicators for the monitoring and evaluation (M&E) of program 
performance were discussed with the government at appraisal and in the RRP. The Roads 
Department was to undertake three key tasks. The first two were to hire M&E consultants and  
collect additional data from local governments and statistics bureaus to measure the performance 
indicators at inception, completion, and 3 years after the completion of each project and the 
investment program. The third task was to report key findings quarterly to ADB. However, the loan 
covenants did not require that a project performance management system be established. The 
PCR did not indicate whether an M&E of program performance system was established or provide 
a discussion of how project data was collected and analyzed. 
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B. Comments on Project Completion Report Quality 
 
45. The PCR was aligned with IED Guidelines. It provided adequate discussion on key 
features of the project. Safeguards and implementation issues were clearly described. However, 
the PCR could have been more informative if it provided a more thorough discussion on the MFF 
within the country’s development context. For example, indicating government alignment for the 
program could have strengthened the discussion. The lessons and recommendations were 
pertinent and useful. 
 
46. This validation along with tranche 1’s validation identified some methodological issues. 
Efficiency discussion could have provided sufficient evidence and stronger justification. On the 
whole, this validation assesses the PCR quality satisfactory. 
  
C. Data Sources for Validation 
 
47. Data sources included the RRP, PCR, mission reports, safeguards assessment, JNA 
reports, and ADB’s operational strategy for Georgia. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
48. The PCR suggested that ADB prepare a project performance evaluation report by 2024. 
By then, the project facilities will have been operating for more than 5 years, and ADB can properly 
assess their use, maintenance, physical condition, benefits, and impact on subregional trade and 
tourism. Since the MFF is already completed, this validation suggests that a project performance 
evaluation report be prepared in 2024 or early 2025. 
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