Support to the Institutional and Operational 
Strengthening of the Energy Sector IiI (SU-L1036)
Public Utilities Policy Compliance Analysis
	Policy’s objectives

	Comments

	(i) Promote Access; (ii) Deliver a reliable, quality service; (iii) Deliver a service efficiently; (iv) Create suitable incentives for service demand; and (v) Promote the Sustainability of Public Utility Companies.


	With the implementation of the “Support to the Institutional and Operational Strengthening of the Energy Sector” PBP series, the GOS will strengthen the institutional and regulatory framework and improve the financial situation of the power sector, which in turn will contribute to its sustainable long-term development. In this regards, the objective of the Program is to increase the efficiency, transparency, sustainability and accountability of the power sector. The specific objectives are to develop an institutional and regulatory framework and to strengthen the corporate capabilities of the sector to supply electricity in an economic, efficient and sustainable manner.  The Program will continue supporting the ambitioned sector reform and institutional structure strategy.  
GOS finances the utility by subsidizing the cost of the electricity and fuel purchased by EBS. Nevertheless, the subsidized tariff only covers a portion of these costs, which in turn reduces EBS’s financial capacity to invest in energy infrastructure, resulting in postponed or scaled-down investments. EBS therefore maintains a delicate balance in its financial situation, preserved through the use of various types of Government subsidies. This situation can be maintained over time, propped up by fiscal resources, as has been the case to date. There is a low risk of the financial situation of EBS negatively affecting progress of the project as this is being mitigated by a series of efforts by GOS, EBS and the IDB. For instance, in line the PBP the GOS recently announced an upward revision of rates, and EBS is currently implementing a set of administrative, operational and financial efficiency measures following recommendations in an assessment report. Furthermore, the Project itself promotes a sustainable solution that could have a positive macroeconomic impact as it reflects an integrated approach that provides a revised electricity tariff that reflects price-setting principles. These along with the approval via Ministerial Decree of a Power Sector Policy for Suriname that establishes the basic principles for the sustainable growth of the energy sector, consistent with its new legal and institutional structure,  will help to improve reliability in electricity supply and will reduce fiscal and economic costs for GOS. 



	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 the GOS to solve the lack of an integrated legal and regulatory framework to effectively govern its activities that hinders the development of the energy sector in Suriname. The lack of an overarching framework reveals a number of related challenges including: (i) an inadequate tariff structure to foster financial economic and financial sustainability; (ii) weak corporate capacity within EBS to enable the organization to respond  commensurate with the transformation required; (iii) dispersed sector planning, unclear allocation of responsibilities, leading to poor coordination among energy entities; (iv) restricted supply of electricity to rural areas; and (iv) limited use of and experience with Renewable Energy Technologies (RETs). 


	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
	The Policy-Based Programmatic (PBP) Program consisting of three loan operations (SU-L1022, SU-L1035 and SU-L1036) will increase the efficiency, transparency, sustainability and accountability of the power sector and sets the specific objective of developing an institutional and regulatory framework and to strengthen the corporate capabilities of the sector to supply electricity in an economic, efficient and sustainable manner. Among others, this objective will be accomplished by the development of a Power Sector Policy that establishes the basic principles for a sustainable growth of the energy sector, consistently with its new legal and institutional structure.


	B. Analyzing the characteristics and impacts of subsidies.
	The GOS finances the utility by subsidizing the cost of the electricity and fuel purchased by EBS. Nevertheless, the subsidized tariff only covers a portion of these costs, which in turn reduces EBS’ financial capacity to invest in capacity building and energy infrastructure, resulting in postponed or scaled-down investments. Therefore the Project allows for a sustainable solution that could have a positive macroeconomic impact as it reflects an integrated approach that provides for EBS’ investments in critical infrastructure and institutional strengthening. These in turn will help to improve reliability in electricity supply.

The implementation of the PBP Program fosters the implementation of a revised tariff structure.  Additionally, GOS prepared a draft Electricity Act which aims to reduce electricity subsidies and adjust electricity tariffs. The revised tariff schedule implies policy definitions on subsidies and impacts on GOS fiscal strategy in order to secure financial sustainability of the utility, as well as on macroeconomic variables. In addition to the subsidy level reduction, according to the provisions set forth in the Electricity Act, the remaining subsidies will be targeted to specific consumers.


	C. Separating institutional roles to improve sector governance
	The Program will support EBS transition to a new corporate structure in order to enhance its governance, transparency and accountability. The GOS has drafted an Electricity Act which establishes the separation of EBS into separate organizational entities. 


	D. Establishing the most appropriate sector structure given the characteristics of the service and the objectives of the Policy
	The developed Power Sector Policy will establish the basic principles for a sustainable growth of the energy sector, consistently with a new legal and institutional structure.

The Electricity Act aims to regulate the competencies, duties and obligations of the energy sector actors and define their mutual relationship. The Electricity Act also aims to address the existing shortcomings of the sector by properly defining the institutional framework and responsibilities of the energy sector entities and by determining the role and responsibilities of the planned Electricity Authority Suriname.

	E. The role of economic regulation in creating incentives for efficiency, investment, and protection of users’ rights
	The Program is intended to improve EBS’s operational efficiency. These improvements are expected to enhance the quality and reliability of electricity service to customers.


	F. Creating the proper conditions so private participation in public utilities service delivery is a viable option
	The current configuration of the power sector in Suriname requires to be redesigned in order to maximize its efficiency, to require the GOS’s support only for specific activities and to capitalize the sector with private investment. The PBP Program will support reforms in the energy sector and the implementation of an institutional and regulatory framework that will promote the private participation, especially in the power generation activities.

	G. Strengthening the management of infrastructure used for public utilities service delivery
	The Program has promoted the strengthening of management of infrastructure used for public utilities service delivery through the following policy conditions: (i) SU-L1022 “A review of the expansion plan of the Generation and Transmission System has been carried out by EBS to analyze alternatives and their technical and economic outcomes; (ii) SU-L1035 “EBS applies rigorous technical and economic criteria to evaluate alternatives within its expansion plan”; and (iii) “the EBS expansion plan is being executed”.   


	3. Promoting innovation to foster efficiency, access, and environmental sustainability
	The Program through each of its tranches has promoted access to electricity and  environmental sustainability as follows: (i) SU-L1022 – Policy condition “a program to pilot the implementation of a sustainable electrification scheme using on-grid and off-grid Renewable Energies has been designed and endorsed by the Borrower”, (ii) SU-L1035 – Policy condition “
the Government of Suriname has approved the financing for the implementation of the Program with Renewable Energy Technologies (RETs)”; and (iii) SU-L1036 – Policy condition “at least one feasibility study for the implementation of RETs to increase energy access has been completed”.
A review of the expansion plan of the Generation and Transmission System has been carried out by EBS to analyze alternatives and their technical and economic outcomes.
EBS applies rigorous technical and economic criteria to evaluate alternatives within its expansion plan. The EBS expansion plan is being executed.


