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BASIC DATA 
 

Senior Loan: TBC Bank 
Promoting Financial Sector Growth and Service Diversity  

(Loan Nos. 3362 & 3371 – Georgia) 

Key Project Data 

As per ADB Loan 
Documents 
($ million) 

Actual 
($ million) 

Total project cost   
   ADB investment: 

Loan: 
 
 

 
 

   Committed 50.0 50.0 
   Disbursed 50.0 50.0  
   Outstanding 50.0 35.7 

    
Subordinated Loan: 

 
50.0 

 
50.0  

   Committed 50.0 50.0 
   Disbursed 50.0 50.0 
   Outstanding 50.0a  50.0a 

   

Key Dates   

Concept clearance approval 
Board approval 
Loan agreement 
Loan effectiveness 
First disbursements 
Loan maturities 

29 June 2015 
10 December 2015 
12 February 2016 
12 February 2016 

14 July 2016; 18 October 2016 a 
16 July 2021; 31 December 2026 a 

   

Project Administration and Monitoring  
Number of 
Missions 

No. of Person-
Days 

Pre-due diligence clearance 1 35 
Due diligence  1 18 
Loan agreement investment negotiations 1 10 
Investment administration 2 8 
XARR 1 4 

  ADB = Asian Development Bank, XARR = extended annual review report. 
  a The ADB loan has a bullet repayment where the full principal repayment will be at maturity date. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 

EXECUTIVE SUMMARY 
 
In December 2015, the Board of Directors of the Asian Development Bank (ADB) approved a 
senior loan of $50 million and a subordinated loan of $50 million to TBC Bank (TBC), as part of a 
project to promote financial inclusion for micro and small enterprises in Georgia. The other loans 
were to two other financial intermediaries, Credo Microfinance Organization and FINCA Bank 
Georgia. Additionally, a technical assistance (TA) grant was provided to all three intermediaries 
for the development of financing products and capacity building of their clients. 
 
The development results of the project are rated satisfactory. TBC has achieved or is on track to 
meet the key targets defined in the design and monitoring framework (DMF). It has substantially 
increased its outreach to micro, small and medium-sized enterprises (MSMEs), the agriculture 
sector, and areas outside the capital Tbilisi. It has expanded its network to rural areas, automated 
lending procedures, and strengthened its position as the market leader in the MSME segment. At 
the same time, TBC has maintained strong financial indicators and achieved target performance 
indicators for institutional sustainability. The accompanying TA aimed to further strengthen its 
ability to provide valuable training and advisory support to a large number of small enterprises. 
 
The economic performance of the project is rated satisfactory. The strong business performance 
has been achieved without reliance on market distortions such as protection or subsidies.  
Improved access to finance for underserved groups, including MSMEs, agricultural borrowers,  
and enterprises located in rural areas, is likely to lead to increased investment and growth. 
Capacity building of small and medium-sized enterprises through training and advisory services 
is designed to strengthen TBC’s business performance and creditworthiness.     
 
Environmental and social performance is rated satisfactory. In compliance with ADB’s Safeguard 
Policy Statement (2009), ADB’s loan was categorized as financial intermediary for all three 
safeguard categories: environment, involuntary resettlement, and indigenous peoples. TBC’s 
environmental and social management system (ESMS) is based on International Finance 
Corporation, European Bank for Reconstruction and Development, and ADB performance 
standards and deemed adequate to address environmental and social impacts associated with 
category B and C subprojects. Restrictions on the ADB loans allowed funding of only those 
subprojects that were classified as category B and C on environment, and category C on 
involuntary resettlement and indigenous peoples. No environmental and social compliance 
issues, complaints, or grievances were recorded or reported for any subproject funded by ADB. 
The loan was categorized as having some gender elements. TBC has reported that, since 2015, 
the number of its women MSME borrowers increased by 120%, and approximately 70% of TBC’s 
staff are women. 
 
The transaction’s business success is rated satisfactory. TBC has achieved or is on track to 
achieve both the project business objective of providing funding to MSMEs, with an emphasis on 
the regions outside Tbilisi, and the development objectives set out in the DMF. In parallel, TBC 
has reported good financial performance. Throughout the project, TBC has exhibited adequate 
capitalization that is above the regulatory minimum requirements; sound asset quality; strong 
profitability; and strong liquidity, with a stable funding profile.  
 
The project’s additionality is rated satisfactory.  The long-term loans provided a better balance to 
the funding mix, with more stable funding and less maturity mismatch, while additional Tier 2 
capital leveraged more lending capacity and allowed TBC to economize on Tier 1 capital.  
Funds of a similar large amount and accompanying TA would not have been available from many 
other sources. 
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The project’s investment profitability is rated satisfactory.  Loan pricing is in line with ADB policies.  
Administrative costs are amortized over a large loan amount as well as shared with other loans 
included in the same project. 
 
ADB’s work quality in screening, appraisal, structuring, monitoring, and supervision is rated 
satisfactory. The participating financial intermediaries represented a good fit with ADB’s country 
strategy. TBC has been monitored regularly, and consent requests have been processed 
promptly. ADB maintains close contact and strong relations with the borrower.  
  
The project is rated successful overall. 
  
Lessons learnt:  Supporting established financial intermediaries with a strong market position 
can be an effective way for ADB to reach market segments that may otherwise be difficult to 
reach.  The combination of three financial intermediaries under one project can help diversify risk, 
broaden coverage, and create competition among those intermediaries and their business 
models.  
 
Requiring three banks to have an ESMS in compliance with ADB requirements contributes to 
environmental and social safeguards normalization within the financial sector. TBC’s return 
business enabled ADB to further strengthen its ESMS and build additional capacity within the 
company.  
 
The addition of a TA program, customized to the needs of financial intermediaries and their clients, 
makes sense from both a business and development perspective. 
 





 
 

 

I. THE PROJECT 

A. Project Background 

1. In December 2015, the Board of Directors of the Asian Development Bank (ADB) 
approved a package of loans and technical assistance (TA) to support financial inclusion for micro 
and small business growth in Georgia. The financing package included:  (i) a loan to Credo 
Microfinance Organization (Credo); (ii) a loan to FINCA Bank Georgia (FBG); and (iii) a senior 
loan of up to $50 million and a subordinated loan of up to $50 million to TBC Bank (TBC). The 
package also included TA to support the development of appropriate financing products and 
training and advisory support for micro and small businesses by the participating financial 
intermediaries. This report reviews the ADB loans to TBC. 
 

2. From 2010 to 2014, the Georgian economy recovered strongly from the recession caused 
by the combined impact of the conflict with Russia and the 2008 global financial crisis. Gross 
domestic product (GDP) grew by a real average rate of 5.8% per year from 2010 to 2014, while 
bank lending to the private sector expanded by a compound annual growth rate (CAGR) of 
19.8%.1 The exchange rate stabilized, leading to growing demand for lari-denominated deposits. 

 

3. However, the economy was affected by political and economic uncertainty in regional 
countries in 2014 and 2015, leading to a slowdown in growth and renewed pressure on the 
exchange rate. Moreover, investment by private enterprises, in particular micro, small and 
medium-sized enterprises (MSMEs) and agricultural enterprises, continued to be constrained by 
limited access to bank loans. Although bank lending had grown rapidly since 2010, banking 
penetration remained relatively low in comparison with other transitional and middle-income 
economies.2 Banks focused on retail lending and large corporate groups, while their procedures 
were ill-suited to meeting the needs of MSME borrowers.3 In addition, lending was concentrated 
in the capital Tbilisi, which accounted for 30% of the population but 48% of GDP and 78% of bank 
lending.4   A survey conducted by the World Economic Forum in 2013 identified access to finance, 
along with shortages of qualified managers and staff, as key constraints to private sector growth 
in Georgia, especially outside Tbilisi. 5 
 

4. As a result of banks’ focus on Tbilisi, especially retail and larger enterprise lending, the 
agriculture sector and areas outside Tbilisi were particularly deprived of funds. Although 70% of 
the population lived in rural areas, agriculture accounted for only 9% of GDP, despite Georgia’s 
significant potential on account of diverse climatic zones and the growing demand for its products 
in domestic and regional markets.6 As a result, rural poverty was high, reaching 27.1% in 2013 
(footnote 1). Agricultural development was held back mainly because of small farm sizes, poor 
rural infrastructure, and lack of adequate processing, storage, and logistics facilities. All these 
issues required long-term funds to support private sector investment.7 
 

 
1  ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Loans and Technical 

Assistance for Financial Inclusion for Micro and Small Business Growth in Georgia. Manila. 
2  World Bank. Global Findex Database. http://www.worldbank.org/en/programs/globalfindex (accessed 16 June 2015). 
3  Retail lending by Georgian banks had grown by a CAGR of 28.1% over 2010-2014 compared with 19.8% for overall 

private sector lending, leading to concerns about both over-indebtedness of households and limited access to finance 
of private businesses. 

4  National Bank of Georgia. Monthly Banking Statistics. https://www.nbg.gov.ge/index.php?m=306&lng=eng. 
(accessed February 2015). 

5  World Economic Forum. 2014. Global Competitiveness Report. Geneva. 
6  Ministry of Agriculture. 2014. Strategy for Agricultural Development, 2015–2020. Tbilisi. 
7  ADB supported rural infrastructure through its sovereign lending window.  



2 
 

 

5. In response to these constraints, both the Government of Georgia and ADB focused on 
improving access to finance for MSMEs and boosting rural development.8 ADB had previously 
provided three non-sovereign loans to the two largest banks in Georgia—Bank of Georgia and 
TBC—for on-lending to MSMEs. It had also given TA to the National Bank of Georgia (NBG) to 
help strengthen the regulatory framework for banks and implement internal bank capital adequacy 
assessments. Bank of Georgia and TBC had also benefited from ADB’s trade finance program. 
The loan and accompanying TA to TBC were aimed at streamlining its lending process for small 
businesses and improving the management skills of SME owners through training and advisory 
services. 

 

6. The Financial Inclusion for Micro and Small Business Growth Project, which aimed to 
support access to finance and the growth of MSMEs outside Tbilisi, included three financial 
intermediaries (TBC Bank, Credo, and FBG). Each was targeting the MSME and agriculture 
sectors with differentiated market segments and approaches, thus covering a wide range of needs 
and creating competition among different providers and business models. TBC was the second-
largest bank in Georgia (by total assets). It was established in 1991 by two Georgian 
entrepreneurs and supported by several international financial institutions (IFIs).9 TBC was active 
in all major business segments, including micro, SME, retail, and corporate lending. On the other 
hand, FBG was established in 2007 and was owned by FINCA Microfinance, a Netherlands-based 
cooperative. It focused on lending to farm households with an average loan size of just over 
$1,000. Credo was established in 1997 and belonged to a consortium of microfinance investment 
funds. It followed a village lending model with an average loan size of about $500 and was seeking 
a banking license.  
 

7. All three financial intermediaries sought to expand lending to MSMEs outside Tbilisi, in 
particular to rural enterprises and those owned by women. Although they had different business 
and funding models, all three needed long-term funds to support lending for investment and 
provide permanent working capital. The accompanying TA was designed to help them improve 
their MSME product offerings and enhance outreach among small businesses in rural areas. The 
TA also covered expansion of its MSME advisory program, and financial literacy training from all 
three FIs to address potential over-indebtedness of individual borrowers. 

 

B. Key Project Features 
 

8. An ADB senior loan of $50 million and an unsecured loan of $50 million to TBC were 
signed on 12 February 2016. ADB disbursed the senior loan on 14 July 2016 and the subordinated 
loan on 18 October 2016. ADB offered the senior loan denomination in either Lari, Euro or US 
Dollar. Based on its funding needs, TBC selected disbursement in US dollars. The subordinated 
loan was offered and disbursed in US dollars. So far TBC has met all due interest, fee, and 
principal payments. 
 

9. The proceeds of the ADB loans were to be used to increase lending to MSMEs and 
businesses outside Tbilisi, including the agriculture sector. Special efforts were also made to 
reach women entrepreneurs, including specific participation targets for women in MSME training. 
The subordinated loan was designed to bolster TBC’s Tier 2 capital and strengthen its capital 
adequacy.  
 

 
8  ADB. 2014. Country Partnership Strategy: Georgia, 2014–2018. Manila. 
9  Including the International Finance Corporation (IFC), Deutsche Investitions und Entwicklungsgesellschaft (DEG), 

the European Bank for Reconstruction and Development (EBRD), and Nederlandse Financierings-Maatschappij voor 
Ontwikkelingslanden N.V. (FMO). 
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10. The TA aimed to (i) expand advisory services to MSMEs; (ii) improve MSME finance 
product offerings; and (iii) increase outreach and financial literacy training in remote areas. TBC 
used portion of the TA grant to expand its SME Academy, which had been established to provide 
SME owners with training and advisory services on business planning, human resource 
management, marketing, and accounting. The financial literacy training was provided by all three 
participating financial intermediaries to address the potential over-indebtedness of individual 
borrowers. 
 
C. Progress Highlights  

11. The Georgian economy has performed well since loan approval.  GDP growth accelerated 
from 2.8% in 2015 to 4.7% in 2017 and 4.8% in 2018. Inflation was contained, the current account 
deficit was covered by foreign investment inflows, and the banking sector remained sound. 
However, high dollarization persists, though measures have been taken to reduce it. 10  The 
exchange rate continued to exhibit some volatility, though to a lesser extent than in previous 
years, with a generally declining trend in the value of the lari against the US dollar. 
 
12. Lending by Georgian banks continued to expand rapidly, with most growth occurring in 
the SME and retail sectors. NBG continued to strengthen regulation and oversight of the banking 
sector, through the move towards Basel III capital requirements, the tightening of retail credit 
standards, and the introduction of new liquidity metrics. The banking sector continued to 
consolidate amid growing competitive pressures and tighter NBG requirements. 

 
13. Several policy and regulatory changes introduced over the past two years have particularly 
impacted lending to the MSME sector. NBG imposed a minimum capital requirement of  
GEL50 million for banks, resulting in increased pressure on smaller lenders to raise additional 
capital, merge with larger institutions, or exit. To reduce dollarization of the economy, all loans 
under GEL200,000, for both individual and corporate borrowers, were to be denominated in local 
currency. Effective interest caps of 50% were imposed on all loans, affecting very small loan sizes 
in particular. Requirements for personal visits to borrowers were instituted, resulting in a sharp 
decline in lending, particularly by online lenders, which had provided unsecured consumption 
loans to many borrowers. These and other measures resulted in a tightening of lending conditions, 
but also a reduction in dollarization and an expected improvement in loan quality. 
 
14. TBC continued to achieve strong growth and good performance. With the acquisition of 
Bank Republic in 2016, following the earlier acquisitions of Bank Constanta in 2011 and ProCredit 
Bank’s microfinance portfolio in 2015, TBC became the largest bank in Georgia, accounting for 
around 38.8% of total loans and 41.2% of deposits as of yearend 2018. Through the acquisitions 
and organic growth, TBC increased its outreach to MSMEs. At the same time, total loans 
outstanding increased. TBC maintained strong profitability, with growing fee income and greater 
efficiency offsetting a decline in the net interest margin caused by increased market competition. 
Asset quality, liquidity, funding, and capital adequacy indicators all remained satisfactory. 
Following a listing of global depositary receipts on the London Stock Exchange (LSE) in 2014, 
TBC was listed in the LSE premium segment in August 2016, with corresponding adoption of the 
UK Corporate Governance Code.   

 

 
10 About 69% of bank deposits and 57% of loans were denominated in US dollars as of May 31, 2018.  
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II. EVALUATION 

A. Project Rationale and Objectives 

15. The project aimed to improve access to finance and the growth of micro and small 
businesses, particularly those engaged in agriculture and located outside Tbilisi. The objectives 
were in line with the priorities of the ADB country partnership strategy for Georgia in targeting 
inclusive finance, small business growth, and rural development. It was also fully aligned with the 
ADB Strategy 2020 in supporting the development of appropriate financial institutions and 
products. TBC was a well-suited partner as it had a demonstrated track record and interest in 
serving the target markets. TBC needed additional financial support to support its growth strategy, 
including Tier 2 capital to provide space for growth and long-term debt to reduce its maturity 
mismatch. The provision of an unsecured subordinated loan along with a senior loan boosted 
market confidence in TBC, despite a declining macro environment, facilitating TBC’s access to 
borrowings from wholesale and institutional lenders. The targets for the use of loan proceeds 
were set to ensure that special efforts would be made to meet the needs of micro and small 
businesses, the agriculture sector, and businesses located outside Tbilisi. Furthermore, the 
accompanying TA was designed to benefit potential borrowers in preparing and strengthening 
their business cases. 
 
16. The inclusion of several financial intermediaries in the project, with different target market 
segments and approaches under the shared general objective of supporting MSMEs, seemed a 
sound approach. It allowed the coverage of a wide range of borrowers and needs, and the creation 
of competition among different providers and business models, thereby enhancing financial 
services outreach and mitigating the risks if one financial intermediary does not perform as 
anticipated. 
 
B. Development Results 

1. Contribution to Private Sector Development and ADB Strategic Objectives 

17. Contribution to private sector development and ADB strategic objectives is rated 
satisfactory.  TBC has met or is on track to meet the key targets defined in the DMF for year-end 
2021.  The bank has substantially increased its outreach to MSMEs, agriculture, and areas 
outside Tbilisi. It has also maintained strong financial indicators and complied with targets for 
institutional sustainability. The accompanying TA will further strengthen its ability to provide 
valuable training and advisory support to a large number of enterprises. 
 
18. Expanded access to finance for MSME and agriculture.  TBC has become the market 
leader in the MSME segment, as well as generally in Georgia. This was supported by substantial 
increases in the lending volume and number of loans to microenterprises, SMEs, and agricultural 
borrowers since 2015 through the acquisition of Bank Republic, microborrowers from ProCredit 
Bank, and strong organic growth.  
 
19. As of end-December 2018, in aggregate, loans to microenterprises more than doubled the 
DMF target for 2021. Excluding the reclassified clients, the loans to microenterprises have already 
far exceeded the target. Additionally, various retail clients were upgraded to the micro segment 
because of growth in their businesses, resulting in a reclassification of borrowers in the 
microenterprise category starting Q1 2018. Overall, the number of microenterprise significantly 
exceeded the DMF target. Excluding the reclassified accounts, the number of microenterprise 
clients remained sufficiently higher than 2021 target. 
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20. As of end-December 2018, loans to SMEs were already 3.1 times higher than the DMF 
target for 2021. The number of SME borrowers increased, though this is still below the target for 
2021. TBC expects further growth in the number of MSMEs, given the bank’s market leadership 
in MSME lending in Georgia and recent efforts to improve outreach and service through 
digitization. TBC also launched a special programme  “Startaperi” in 2017, to support startups 
with easily accessible capital, digital platform for advertising campaigns and various educational 
programs and trainings.. Lastly, TBC has become the preferred bank for newly established 
businesses in Georgia. 

 
21. Agricultural loans have increased more than threefold since 2015 and appear on track to 
reach the target set for 2021. TBC has launched new initiatives to boost agricultural lending, 
including startup loans for crops with long gestation periods, which are being offered to existing 
landowners. With the number of agricultural borrowers in 2018, the 2021 target has already been 
exceeded. 
 
22. Expanded reach to rural areas and regions outside Tbilisi. TBC also significantly 
enhanced its reach to areas outside Tbilisi, where the volume of both microenterprise and SME 
loans has greatly exceeded DMF targets. The target for the number of MSME borrowers has also 
been exceeded by a wide margin, but this was facilitated by the reclassification of some retail 
loans based on the purpose of the loan. The target of SME loans outside Tbilisi by December 
2021 has, however, not yet been fully met. This can be expected to increase over the coming 
years, as TBC continues to emphasize SMEs in its business strategy and automates its lending 
processes TBC plans to further strengthen its coverage of areas outside Tbilisi and is committed 
to increasing its presence in underpenetrated regions. 
 
23. The number of rural branches increased. The share of microenterprise lending to areas 
outside Tbilisi also increased, exceeding the DMF target. For SMEs, the share of lending outside 
Tbilisi increased marginally over the same period which is still below the DMF target for 2021. 
Nevertheless, TBC forecasts to further increase presence in regions in the near term, given its 
commitment to further expand its rural footprint.  

 
24. Capacity building. ADB had previously provided a TA grant to support the development 
of SME-specific lending products and expansion of TBC’s SME Academy, which builds SME 
management capacity through training and advisory assistance. The present project was 
accompanied by a $500,000 TA grant to TBC, aimed at helping (i) expand advisory services to 
MSMEs, (ii) improve MSME finance product offerings, and (iii) increase outreach and financial 
literacy training in remote areas (in particular with regard to over-indebtedness). Enterprises have 
received training, supported by ADB’s two TA projects since 2013, on a wide range of subjects 
including budgeting, accounting, financing, human resource management, marketing, and e-
commerce. Since inception, enterprises have also benefited from individual advisory services, 
provided by consultants contracted by TBC. Financial literacy training, including awareness 
raising on over-indebtedness, has been provided to microenterprises and local communities 
across the country.  
 
25. Women. Based on 2018 year statistics, TBC estimates that 70 percent of the training 
attendees were women, achieving the target of women MSME trainees under the project. With 
regard to gender-targeted lending product, TBC in collaboration with the European Bank for 
Reconstruction and Development (EBRD) is deploying “Women in Business” loan product since 
Q1 2017). 
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2. Economic Performance 

26. Economic performance is rated satisfactory.  The satisfactory business performance has 
been achieved without reliance on market distortions such as protection or subsidies.  
The financial sector in Georgia is market-driven and suitably regulated by NBG. The Georgian 
economy is generally open to trade; and sectors supported by TBC are subject to domestic and 
import competition. The economic sustainability of the bank is, therefore, expected to mirror its 
financial success. 
 
27. The focus of the project on lending to MSMEs, agriculture, and rural areas is particularly 
positive from an economic development perspective. MSMEs are important sources of innovation, 
employment, and growth, but are typically deprived of investment funds and, therefore, benefit 
particularly from lending programs targeted at them. Agriculture is a sector in which Georgia has 
considerable potential and the livelihood of around half the population depends on it. However, 
perceived as a risky sector, agricultural growth is constrained by low investment levels. 

 
28. The capacity building of MSME entrepreneurs and staff through TBC training and advisory 
support is also making an important contribution to economic development. The SME Academy, 
together with other formal and informal interactions, has reached a large proportion of enterprises 
in Georgia and imparted essential skills on how to run a successful business. The training 
programs are highly rated and appreciated by participants. 

 
29. The listing of TBC shares on the LSE premium market and related adoption of the UK 
Corporate Governance code demonstrate the importance of good governance to the local market 
and help to attract foreign capital by highlighting Georgia as an attractive investment destination.  
   

3. Environmental, Social, Health, and Safety Performance  

30. The environmental, social, health, and safety performance of the project is rated 
satisfactory. In compliance with ADB’s Safeguard Policy Statement (2009), ADB’s loan was 
categorized as FI (financial intermediary) for all three safeguard categories: environment, 
involuntary resettlement, and indigenous peoples. The proceeds from the ADB loan were directed 
to MSMEs and farming sectors, which are categorized as B and C on environment, and C on 
involuntary resettlement and indigenous peoples. TBC established an environmental and social 
risk management system (ESMS) consistent with ADB, EBRD, and International Finance 
Corporation (IFC) performance standards. The ESMS was enhanced as a condition prior to ADB’s 
first loan to TBC, which was approved in 2013.11 The ESMS includes screening and review 
procedures against TBC’s exclusion list, which is aligned with ADB’s prohibited investment 
activities list, and applicable environmental and social (E&S) national laws and regulations. The 
ESMS was then deemed adequate to address E&S impacts associated with category B and C 
projects for this second loan to TBC. 
 
31. In 2018, ADB engaged an external consultant to review TBC’s E&S performance against 
its ESMS. As part of the audit, sample category B subprojects (e.g. condominium construction, a 
wine processing facility, and a broiler and processing plant) were visited, with only the wine 
processing facility funded through ADB’s proceeds. E&S due diligence reports for these facilities 
and other subprojects assessed to be high risk were also reviewed and discussed with TBC’s 
E&S manager and coordinator. The consultant reported that the subprojects reviewed were 

 
11 ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Senior Loan to TBC 

Bank for Promoting Financial Sector Growth and Service Diversity in Georgia. Manila.   
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compliant with the ESMS screening and due diligence procedures but observed that the social 
screening process covers a broader range of social impacts, rather than focusing on assessing 
potential impacts on involuntary resettlement and indigenous peoples, as required under the ADB 
Safeguard Policy Statement. The consultant also reported that the sample subprojects are 
compliant with statutory E&S requirements. A minor corrective action plan was proposed as part 
of the audit report to enhance the ESMS implementation; this included: (i) strengthening the 
recordkeeping of the Involuntary Resettlement and Indigenous People screening and review 
findings; (ii) ensuring  the consistency of ADB subloan information across all platforms; and (iii) 
(even though the ADB proceeds were not used for the  category A subprojects) strengthening the 
due diligence scope and procedure for category A subprojects, and ensuring that external 
consultants follow the IFC performance standards. These proposals were accepted and 
addressed by TBC. TBC also updated its ESMS due diligence procedure this year, giving its credit 
officers a more efficient means of reviewing a proposed loan. 
 
32. TBC annually submits safeguard monitoring reports, which confirm that it has been 
implementing E&S management measures in projects funded from the ADB loans and has only 
funded subprojects that are classified as category B and C on environment, and category C on 
involuntary resettlement and indigenous peoples.12 TBC Risk Management appointed an E&S 
manager and assistant manager, with working experience on handling national E&S 
requirements, to oversee the ESMS implementation. The capacity of TBC to manage the E&S 
impacts of its portfolio was found to be adequate. While TBC has funded several high-risk 
projects, these were not financed using ADB proceeds; moreover, TBC refers high-risk projects 
to EBRD before proceeding with the transaction. An external consultant also assists TBC in 
conducting due diligence for the high-risk transactions. TBC rejects loan applications that do not 
include sufficient capacity to address the E&S impacts identified as part of its due diligence. The 
audit recommended that the level of due diligence for high-risk projects needs to be enhanced, 
equivalent to the due diligence undertaken by IFIs for direct project finance. This would ensure 
that all E&S aspects of projects are thoroughly assessed, appropriate measures are identified, 
and reputational risks to TBC are avoided. No environmental and social noncompliance issues, 
complaints, or grievances were recorded or reported for any of the subprojects under ADB 
proceeds.  
 
33. Gender. The loan was categorized as having some gender elements. TBC’s expanded 
capacity to finance MSMEs was to include training women. The TA to support this business and 
financial literacy training is expected to run through December 2021 and will be assessed 
separately. According to data provided by TBC on TBC Academy attendance, TBC has achieved 
this target by 2018. Training topics included accounting, taxation, International Financial 
Reporting Standards, human resources, and time management. TBC further reported that, since 
2015, the number of women MSME borrowers has increased 120%. This increase is likely 
attributable to the TBC loan product offered in collaboration with EBRD specifically for women 
entrepreneurs to finance business expansion or new business ideas with lower collateral 
requirements. TBC also actively promotes women entrepreneurship through its annual business 
awards, which included in 2018 for the first time a specific award for female entrepreneur of the 
year. Approximately 70% of TBC’s staff are women.  
 
 
 
 

 
12 Approximately 80% of the portfolio is category C and 20% category B for the environment.  
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4. Business Success  
 
34. Business success is rated satisfactory. TBC has achieved or is on track to meet the MSME 
targeted business objectives with an emphasis on areas outside Tbilisi, and demonstrated good 
financial performance as set out in the DMF for 2021.  
 
35. TBC’s achievement of the MSME targets is rated satisfactory. In line with its strategic 
focus on MSMEs, TBC significantly grew its MSME portfolio from 2015 to 2018, exceeding 
banking sector growth during the same period. Its rural footprint is likewise evident in the 
sustained high share of regional MSMEs to overall MSME exposures.  
Organic growth of its MSME loans is supported by a strong distribution network consisting of 
branches and branchless service platforms amid increasing market competition. At the end of 
2018, TBC remained the leader in MSME lending.  

  

36. TBC’s financial performance is rated satisfactory. Capitalization has been adequate 
throughout ADB’s project period, with the NBG Basel III tier 1 ratio above the regulatory minimum 
requirements. Profitability has been robust, underpinned by its dominant market position. TBC 
has sound asset quality with the nonperforming loan (NPL) ratio declining over years. The bank 
maintained strong liquidity and a stable funding profile from 2015 to 2018. Deposits have 
continued as the main source of funding and market funding has been primarily long term from 
development institutions. Georgia remains a highly dollarized economy, but TBC’s US dollar loans 
were 60% and deposits 65%, mitigating to some extent the risks from foreign exchange mismatch.    

 

37. TBC’s management quality and corporate governance are rated satisfactory. With TBC 
Bank Group Holding PLC’s listing in the LSE premium segment, corporate governance is 
compliant with international standards. TBC has four PLC board committees, which is anticipated 
to be comprised of only independent directors. The two founders of the bank were subject to an 
NBG investigation into TBC’s violation of NBG related party lending and conflict of interest 
regulations in 2008. In February 2019, TBC and NBG announced that the investigation is closed, 
and the issue resolved. The founders have since stepped down and vacancies were filled by an 
independent chair. More changes are expected on the JSC and PLC boards, including calibration 
of board duties to meet the challenges of TBC’s expansion in the region. 

 

C. ADB’s Additionality 

38. ADB’s additionality is rated satisfactory. The long-term senior and subordinated loans 
provided a better balance to the funding mix, with more stable funding and less maturity mismatch. 
 

39. The additional Tier 2 capital leveraged more lending capacity and allowed TBC to 
economize on Tier 1 capital, boosting the return on equity. Actual capital adequacy ratio at year 
end 2014 was 15.9%, well-above the 12% minimum requirement. Notwithstanding, TBC was 
planning to increase its risk-weighted assets, also new Basel III capital requirements were coming 
into force. In addition, a significant portion of subordinated debt was maturing by 2018; hence 
TBC sought new subordinated debt to maintain its share of 25% of total capital.  
 

40. TBC had borrowed funds from other IFIs, for many years, but then decided to widen its 
funding base. It approached ADB based on the success of an earlier transaction with ADB, and 
ADB’s ability to provide the large amounts it needed.13 ADB was also able to provide TA support 
to the SME Academy, which is an important part of TBC’s strategy. Furthermore, the ADB focus 

 
13 ADB.  Senior Loan TBC Bank, Promoting Financial Sector Growth and Service Diversity (Georgia). Manila, 2013.  

Loan of $50 million, provided in GEL fully repaid in 2018. The extended annual review report rated it successful. 
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on business development outside Tbilisi, the MSME segment, and agriculture represented a good 
fit with TBC’s own strategic priorities. 
 

41. ADB therefore provided a package of significant financial assistance, including both senior 
and subordinated debt, and TA that would likely not have been available from other sources.  
In addition, ADB supported two other financial intermediaries under the same project, effecting a 
broad and unique impact on MSME finance and growth in Georgia. 

 
D. ADB Investment Profitability 

42. ADB’s investment profitability is rated satisfactory.  
 

43. TBC is current in the payment of all fee, interest, and principal payments due on the ADB 
loans. Given its strong financial condition, leading market position, access to multiple sources of 
funds, and status as a systemically important bank, TBC is not expected to have any difficulty in 
meeting the full principal repayment for the two loans, which mature in mid-2021 and end-2026. 
 

E. ADB Work Quality 

1. Screening, Appraisal, and Structuring of the Project 
 

44. ADB work quality for screening, appraisal, and structuring of the project is rated 
satisfactory.  TBC was well known to ADB from previous interactions and had demonstrated its 
commitment to serving the MSME target markets. The addition of a substantial TA package was 
designed to ensure effective use of ADB funds by strengthening the management capacity and 
creditworthiness of TBC clients and potential subborrowers. 
 

 2. Monitoring and Supervision 
 

45. ADB work quality for monitoring and supervision is rated satisfactory.  ADB kept itself fully 
informed of the project progress and maintained close contact with the client. ADB regularly 
analyzed incoming financial and monitoring reports and followed up on any missing information. 
The client is pleased with the collaboration and considers ADB as one of its key long-term partners. 
The ADB safeguards team fielded an annual review mission in 2016 and 2018 to review the 
performance of TBC’s ESMS and provided guidance on E&S issues to improve it. 

 

F. Overall Evaluation 
  
46. The loans project with TBC is rated successful overall (Table 1). 
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Table 1: Evaluation of ADB’s Senior and Subordinated Loans to TBC Bank 

Item Unsatisfactory 
Less than 

Satisfactory Satisfactory Excellent 

Development Results     
(i) Contribution to private sector development 

and ADB strategic development objectives 
  

√  

(ii) Economic performance   √  
(iii) Environmental, social, health, and safety 

performance 
  

√  

(iv) Business success   √  
ADB Additionality   √  
ADB Investment Profitability   √  
ADB Work Quality      
(i) Screening, appraisal, and structuring    √  
(ii) Monitoring and supervision   √  

Overall Rating Successful    

   ADB = Asian Development Bank. 
   Source: Asian Development Bank.  
 

III.  ISSUES AND LESSONS  
 

47. Supporting established financial intermediaries with a strong market position and branch 
network is an effective way for ADB to reach market segments characterized by many small 
clients that may otherwise be difficult to reach. Through its nationwide presence and leading 
market position, TBC can service the needs of MSMEs and agricultural borrowers in rural and 
remote areas. At the same time, ADB must be careful to balance the benefits of working with a 
large financial intermediary and yet maintaining market competition. This can be achieved by 
supporting other financial intermediaries and working with the government and central bank on a 
suitable regulatory framework for the financial sector. This has been achieved in this case through 
a package of loan transactions simultaneously supporting TBC, Credo, and FBG, as well as 
advisory activities. ADB therefore needs to be able to identify those niche players that it can work 
with in different markets. 
 

48. The combination of three financial intermediaries in one project is sensible because it 
helps broaden coverage and creates competition among different institutions and business 
models, although TBC was a much larger bank than the other two. Nonetheless, each institution 
has its own niche coverage or business model. Coverage via three financial intermediaries also 
helps amortize administrative costs over a larger lending volume and number of participants, 
though it does increase macroeconomic and market risk for ADB, especially when the country 
being covered is small. Requiring three banks to have an ESMS in compliance with ADB 
requirements contributes to E&S safeguards normalization within the financial sector. 

 

49. The addition of a long-term, ongoing TA program, targeting the financial intermediary and 
its borrowers, makes sense both from a financial and developmental perspective. It ensures more 
efficient and effective loan procedures by the financial intermediary, tailored to the needs of the 
target market segments, and stronger and more creditworthy subborrowers. The TA will continue 
to support ADB’s ongoing lending activity with TBC. TBC’s return business enabled ADB to further 
strengthen its ESMS and build additional capacity within the company. For future TA programs of 
this nature, ADB should work with the relevant banks to monitor the attendees of such trainings 
to know who became bank clients. This would help determine the effectiveness of such TA, 
especially regarding financial inclusion. 
 

50. ADB should identify and focus on sectors where a developing country has a comparative 
advantage (especially with export potential) and the government considers it a focus area. ADB’s 
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involvement is appropriate where these sectors are challenged by a lack of availability of long-
term capital in existing financial markets. In Georgia’s case, it is the agriculture sector. Through 
ADB’s financial support, TBC was able to help the end-clients in the agricultural sector to get the 
necessary funding, which had not been available earlier. 
  


