HA-G1030 and HA-L1100
Public Utilities Policy Compliance Analysis
	Policy’s objectives

	Comments

	(i) Promote Access to the service by the entire population; (ii) Deliver a reliable, quality service; (iii) Deliver a service efficiently; (iv) Create suitable incentives for service demand; 

	The GOH, with the support of the donor community, has taken several actions since late 2011 to support the rehabilitation and modernization of the power sector, focusing in the short term on improving EDH´s operational and financial performance, in order to guarantee the sector’s sustainable long-term development. In August 2012, EDH signed a Memorandum of Understanding (MoU) with MEF (Protocole d’Accord entre le le MEF, le MTPTC et EDH) that established the principles and obligations for implementing an agreed rehabilitation plan for EDH during the period FY2012-2016.  In this regard, the objective of such MoU is to contribute to the sustainability of the power sector by upgrading critical infrastructure in the National Power System.
This objective will be partially accomplished through the rehabilitation of the Péligre transmission line (the Program) which will improve the transfer of energy from the Péligre Hydroelectric Power Plant (PHP) to the PAP area, allow the future expansion of generation capacity from renewable sources, improve and increase the reliability and security of the electricity on the main transmission line and contribute to better the living quality of Haiti population.

Economic Sustainability: the Program complies with the economic evaluation set in IDB’s Public Utility Policy (PUP, GN-2716-6) (the see electronic link economic analysis annex).
Financial Sustainability: The Program meets the IDB’s Public Utility Policy (PUP, GN-2716-6) condition of financial sustainability as the state utility company of Haiti (EDH) is taking actions to increase the number of legal customers and reducing electricity theft and subsequently losses on the system. 

As shown in the table below, from May 2011 to May 2013, EDH made significant progress in increasing the billing rate and reducing the losses.
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As a result of the steps taken by EDH to improve its finances, the subsidy received from the MEF was reduced from US$134 million in fiscal year 2012/2013 to US $119.5 million in fiscal year 2013/2014.

The costs for operations and maintenance (O&M) for this Program are estimated at US$85,400/ year + US$20,000/year = US$105,400 per year; to which US$60,000 have to be added on a punctual basis every 10 years (see electronic link economic analysis annex). These costs are well covered given the fact that EDH has regular revenue of US$1 million/month and it receives on average US$10 million/month as subsidy from the GOH. In addition, given how critical it is to assure that the facilities financed by the Bank as well as the facilities that directly impact the transmission line’s performance (such as the substations) are well maintained and operated according to international standards, a contractual clause will require EDH to inform the Bank on the operation and maintenance performed and the availability of funding to assure these activities.  In this regard, EDH will commit to: (1) perform an adequate maintenance and operation of the facilities financed by the Program with the adequate allocation of funding to perform these activities; and (2) present to the Bank a report on the condition of the works and goods financed by the Bank. 
In conclusion, the Program meets the financial sustainability requirement of the PUP (GN-2716-6) given that: (i) the capital costs for the Program are totally funded through this grant; (ii) O&M costs are marginal and easily covered by EDH monthly revenue; and (iii) subsidy received by EDH from MEF was reduced from US$134 million in fiscal year 2012/2013 to US$119.5 million in fiscal year 2013/2014 (result of EDH increasing its billing rate and reducing losses) and which is also a consequence of the implementation of a 2012 Memorandum of Understanding (still enforceable) that provides for transparent and incremental decrease of financial support from MEF to EDH. The Program thus complies with scope and content of the financial sustainability requirement and contributes to (i) expand the capacity to provide greater access of electricity to Haitians; and (ii) improve the quality of their existing service.
Environmental Sustainability: 
The selection, execution, operation, and maintenance of Project’s activities, namely resettlement and social related impact management comply with the Bank’s social and environmental safeguards contributing to the scope of environmental and social sustainability of the PUP. This will support all costs associated (including their management and communication) with land acquisition, and compensation and/or housing for those affected peoples by the Peligre transmission line rehabilitation. 
During the preparation of the Program, particular emphasis was given to select a transmission line design that would minimize the number of persons that would need to be resettled. The final alternative chosen will only involve the resettlement of 13 households (vs. 379 households if the line were to be rehabilitated 100% above ground). 
As a result of the above, the Project’s activities contribute to the scope of environmental and social sustainability of the PUP. 


	Policy Principles that guide the design of the Bank's operations
	Comments

	1. Supporting the countries to address basic access needs


	The Project is aimed at supporting Haiti to address some of its main critical challenges (i.e. (i) old and weak transmission infrastructure; and (ii) a rising energy demand that is currently unmet) to provide a reliable, secure and sustainable electricity service in the country 

	2. Continual improvements in the governance of public utilities will be key for increasing efficiency in service delivery and satisfactorily protecting the interests of users



	A. Promoting integrity, transparency, and accountability
	In the Action Plan for the National Recovery and Development of Haiti of March 2010, the Government of Haiti (GoH) established that reconstruction of the electricity sector should be part of an overall development plan to make it: (i) efficient and financially viable; (ii) operating as an open, transparent market; (iii) increase energy transmission capacity; (iv) promoting renewable energy; and (v) attracting sufficient capital to meet the rising demand while providing affordable, high-quality electricity service. Accordingly, the following general areas of action have been identified for the sector’s recovery: (i) complete short-term repair work in order to ensure a minimum of service to the population; (ii) increase the supply of electricity services and respond to development needs, while improving the management of EDH in order for it to achieve financial balance; and (iii) update the electricity sector’s legal and regulatory framework.

The IDB’s interventions under the three PBGs have been useful to help set some preconditions for a better power sector in Haiti, and the energy sector is now at a turning point. The GOH is building on the work that was accomplished with this PBGs series to make further improvements in the sector. An Energy Commission that is advising the GoH on the big decisions in the sector was formed in early 2014. There is a performance enhancement program currently running at EDH for the fiscal year 2013-2014 in which targets are set for a 12-month period and a bonus will be paid to the managers of EDH if the targets are met. 
Key energy sector performance indicators are published on the MEF website in order to continue with the process of transparency and corporate governance practice that was started under the PBGs financed by the Bank in 2011, 2012 and 2013.  

	B. Creating the proper conditions so private participation in public utilities service delivery is a viable option
	In an effort to create conditions for private sector participation, the GoH, under the leadership of the CMEP, decided to launch a bidding process to concession out two areas: the North-West (Port-de-Paix) and South-East (Jacmel) as small scale concession pilot projects. The IDB provided key expertise in orienting the CMEP in the key aspects of the bidding process and which is currently underway and pending to receive bids from the mark


