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Analysis of Compliance with the Public Utilities Policy GN-2716-6 
 
	(i) Conditions of the Policies 
	Description 
	Comments 

	Financial Sustainability
	For each operation, it will be verified that the relevant public utility service will generate or receive sufficient funds to meet its financial commitments and cover the operating and maintenance costs of the systems related to the operation.
	The financial assessment of WSC indicates that WSC haves relied on subsidies to cover its operating costs and all its capital investments. In 2023, WSC presented a negative EBITDA of -B$34 million. The 15-year financial projections model (until 2039) shows that based on the assumptions of the WSC’s Corporate Business Plan of transitional tariffs implementation as of 2024 and on the reduction curve of NRW, WSC will reduce its dependency on subsidies, and consequently reach financial sustainability by 2030, presenting a positive  
B$3.5 million EBITDA, no longer depending on operating subsidies. WSC will improve its commercial and operational efficiency supported by the institutional strengthening plan that has already started its implementation, by reducing Non-Revenue Water in New Providence and the Family Islands through contracts with specialized firms (from 5.9 MIGD in 2023  to 3.0 MIGD in 2028), procuring and installing Advanced Metering Infrastructure, moving from quarterly to monthly billing (reducing its net accounts receivable from 148 days in 2023 to 87 days in 2028), developing and implementing a human capital strategy, and improving water supply contracts. 



	[bookmark: _Hlk33025445]Economic evaluation
	Projects with the provision of public utilities services will be economically viable in accordance with the cost-benefit and cost-effectiveness evaluation methodologies used and accepted by the Bank.
	A cost-benefit analysis was performed for all the infrastructure works financed by the project. The costs analyzed were the incremental investments and O&M costs expressed in social prices. The economic benefits were quantified using willingness to pay estimates (updated to  
2024 prices) for improved sewerage service, consumer surplus for increase access to potable water services, net savings (economic cost) on water treatment due to reduction in NRW (physical loses) and smart meters installation. The results of the analysis show that the project is socioeconomically feasible with internal rates of return above 12%. The evaluation was supplemented with a sensitivity analysis.  

	(ii) Objectives of the Policies 
	Description 
	Comments 

	Promotion of Access.
	Ensuring access to the entire population including the most disadvantaged communities and groups, in both urban and rural areas. 
	The Water and Sewerage Corporation (WSC) owns, operates, and manages approximately 83% of the country’s water systems the remaining 17% fall under private companies. WSC provides water for New Providence and 14 of the Family Islands. 90% of the water in New Providence is produced by reverse osmosis. Other water providers in the country include Grand Bahama Utility Company (GBUC) for Grand Bahama and Paradise Island Utilities for Paradise Island. New Providence Water Development Company (NPWDCO) provides water to some areas of New Providence where it has private businesses or subdivisions.

	Deliver a reliable, quality service.
	Ensuring that the service provided to the user meets minimum quality and reliability standards that are viable and consistent with a cost-benefit or cost-efficiency analysis, in keeping with the nature of the service and the supply conditions.
	The specific objectives of the first operation are to: (i) improve coverage of potable water supply services in Family Islands and New Providence, and reliability of wastewater services in New Providence; (ii) improve WSC’s operational and financial performance; and (iii) improve the governance of WSC and the water and sanitation sector.

	Deliver a service efficiently.
	Ensure efficient delivery of service in terms of supply, while seeking to deliver the service at the least possible cost. 
	The general objective of the CCLIP and the first loan operation is to contribute to improving WSC’s sustainability of potable water supply and wastewater services in The Bahamas.



	Create suitable incentives for service demand.
	Ensure suitable incentives are in place so that users make use of the services in a manner consistent with their economic, financial, and environmental sustainability.


	Component 2 of the program This component will finance institutional strengthening activities (i) of the Utilities Regulation and Competition Authority (URCA) as proposed economic regulator of the water and sewerage sector; (ii) the Department of Environmental Planning and Protection (DEPP) as proposed environmental regulator of water and sanitation (activities under this subcomponent will include: (a) engage a consultant to assess WSC reporting capacity in alignment with establishing DEPP's environmental regulations for the water sector (including personnel needed), (b) establish a framework to govern the relationship between WSC and DEPP, (c) develop a roadmap for the transition of regulatory responsibilities within the water sector from WSC to DEPP and, (d) assessment of the water resources of the Bahamas); (iii) for WSC to improve corporate governance; (iv) for WSC to implement a strategy to improve human capital; and (v) to support the modernization of the policy, legal and regulatory framework for the water and sanitation sector in The Bahamas. Activities would include provision of operating manuals, organizational structures, business plans, skills assessments, and training plans for the proposed regulators. These activities would also include providing support to improve the management and conservation of water resources and include considerations of climate resilience planning in line with instruments included in The Bahamas NDC 2022 as well as Integrated Water Resources Management.  

	Promote the sustainability of public utilities services.
	The scope of the sustainability of the public utilities' services will be promoted based on three pillars:
a) Financial sustainability: ensuring that there are sufficient revenues from provision of the service to the user, with the community contributions and direct contributions from the government, to cover the efficient costs of service delivery.

b) Environmental sustainability: helping ensure that the selection, execution, operation, and maintenance of the service delivery projects comply with the Bank’s environmental safeguards and contribute to the development of resilient infrastructure, considering viable alternatives to mitigate climate change.

c) Social sustainability: helping increase access to the service and providing mechanisms to consult with the community on pertinent aspects of service delivery.




	



Financial sustainability: The financial assessment of WSC indicates that WSC haves relied on subsidies to cover its operating costs and all its capital investments. In 2023, WSC presented a negative EBITDA of -B$34 million. The 15-year financial projections model (until 2039) shows that based on the assumptions of the WSC’s Corporate Business Plan of transitional tariffs implementation as of 2024 and on the reduction curve of NRW, WSC will reduce its dependency on subsidies, and consequently reach financial sustainability by 2030, presenting a positive  
B$3.5 million EBITDA, no longer depending on operating subsidies. WSC will improve its commercial and operational efficiency supported by the institutional strengthening plan that has already started its implementation, by reducing Non-Revenue Water in New Providence and the Family Islands through contracts with specialized firms (from 5.9 MIGD in 2023  to 3.0 MIGD in 2028), procuring and installing Advanced Metering Infrastructure, moving from quarterly to monthly billing (reducing its net accounts receivable from 148 days in 2023 to 87 days in 2028), developing and implementing a human capital strategy, and improving water supply contracts.

Environmental sustainability: 

In accordance with the IDB’s Environmental and Social Policy Framework (ESPF) and the environmental and social due diligence, operation has been classified as Category B due to potential Environmental and Social (E&S) impacts of small-scale interventions in Bahamas to enhance potable water supply and wastewater treatment services. These impacts are expected to be temporary and localized and related to pollution of water, marine resources, soil and air, solid and liquid waste and health and safety of workers and communities resulting from construction works. Mitigation measures are readily available to address these potential impacts. The operation will not finance the use of non-organic fertilizers or pesticides, however small quantities of hazardous waste may have to be disposed of adequately. 

The Environmental and Social Risk Rating (ESRR) for the operation is Substantial driven by cause and contribution risks regarding potential direct, indirect, and cumulative impacts associated with accidents, injury, and disease arising from, associated with, or occurring during construction activities, as well as soil, water and air pollution resulting from construction. Moreover, the operation will generate minor indirect and cumulative impacts from solid waste (both hazardous and  
non-hazardous). Expected greenhouse gas emissions are under 25,000 tons of CO2 equivalent annually. Additionally, there is a potential minor indirect cumulative impact on modified habitats with significant biodiversity value. Considering that the exact location of the works is still to be defined, particularly for component 3 related to construction of potable water pipelines, analysis of potential economic and physical displacement will need to be conducted once the exact location of project infrastructure is defined and once engineering designs are completed. WSC, the executing agency, has a limited operational capacity and does not have experience implementing IADB’s ESPF. Regarding contextual risks, the disparity between New Providence Island and the Family Islands in terms of infrastructure and social services may result in differentiated impacts for the interventions on each of these islands. 

The Disaster Risk and Climate Change Risk (DRCCR) of the operation has been classified as moderate due to the risk of hurricanes, drought, sea level rise, water supply scarcity,  precipitation, or others, including those caused or exacerbated by climate change, which may moderately impact the project, and/or the project may moderately exacerbate the risk from natural hazards to human life, property, and/or the environment. Due to the characteristics of the works, (low criticality for Drainage and Water Supply Systems) the existing risks are not expected to be exacerbated, although they will be assessed during the due diligence. 

Social sustainability: In order to meet the requirements established by the ESPF, and especially those outlined in the ten Environmental and Social Performance Standards (ESPS), the executing agency shall implement an Environmental and Social Management System (ESMS), in accordance with ESPS 1. During Due Diligence, a Strategic Environmental and Social Assessment (SESA) for the was developed, as well as a Strategic Environmental and Social Management Plan (SESMP). These documents were published before the Analysis Mission.  

	Principles of the Policies 
	Description 
	Comments 

	Supporting the countries to address basic access needs.
	The Bank will support the development of sustainable systems that use the combination of cost-efficiency and the most appropriate technology solutions, given the characteristics of the demand and the public utility, to address the access needs of the population, both urban and rural.
	The country has committed to introduce and pilot appropriate technology for improved access to water, identification of hazards and assessment of risks to water resources and systems, and the prioritization of investments for improved and affordable access to potable water to adapt and increase the resilience of the water sector.

	Continual improvements in the governance of public utilities will be key for increasing efficiency in service delivery and satisfactorily protecting the interests of users.
	The Policy holds that governance for decision-making in public utilities management, as well as the policy and/or regulatory framework that regulates and supervises the utilities are the primary factors determining their performance, quality, and sustainability. 
	The Program foresees continuous improvements in the governance of WSC, such as the institutional strengthening of the regulation in the sector and increase the transparency and accountability. Also, WSC's Business Plan foresees the development and implementation of a human capital strategy. 

	a) Promoting integrity, transparency, and accountability.
	Bank-financed operations will drive basic institutional arrangements, so the region’s countries adopt measures that promote integrity and increase transparency in the delivery of public utilities services, in order to improve accountability and strengthen the observance of users’ rights. To this end, the Bank will make greater efforts to have its operations contribute to the development of good governance systems among public and private stakeholders. Moreover, this Policy recognizes that the weakness of public statistical data and the scarcity of private statistical data are factors that often hinder adequate responses to basic questions on infrastructure investment needs, service provider performance, and rate structure and evolution. Therefore, the Bank will promote targeted transparency, considering users’ information needs, the most effective way in which information should be made available, and the best channels for its distribution.
	The existing governance framework for the water and sanitation sector lacks provisions for adequate accountability and autonomy of the WSC as well as a clear incentives framework to promote operational efficiency, environmental stewardship, and improve resilience of WSC’s services. However, Component 2 will finance This component will finance institutional strengthening activities (i) of the Utilities Regulation and Competition Authority (URCA) as proposed economic regulator of the water and sewerage sector; (ii) the Department of Environmental Planning and Protection (DEPP) as proposed environmental regulator of water and sanitation.

	b) Analyzing the characteristics and impacts of subsidies.
	The operation and financing of the services addressed by this Policy should efficiently recover service delivery costs through rates charged to users. However, this Policy acknowledges that, occasionally, financial sustainability can be achieved by supplementing the revenues earned through rates charged to users for the service with contributions from the community and direct government contributions. Where subsidies are granted, the Bank will promote both their transparent allocation and use, subject to frequent, effective accountability mechanisms. In cases where rate subsidies are granted, the Bank will promote their targeting toward the most vulnerable and lowest-income groups. In addition, to the extent possible, the Bank will help countries replace rate subsidies for public utilities with income transfer mechanisms that are more direct and targeted toward the lowest-income population segments
	As of 2024, transitional tariffs will be implemented as follows: Water: For residential customers: 1st, 2nd and 3rd blocks : 10% in 2024 and 2025 and 5% in 2026
Water: Non Residential in 2024, minimum charge and 1st ant 2nd block readjusted by 25% and 3rd block by 50% 
Beginning in January 2025, an automatic annual adjustment (indexation) will be applied to all customers. This automatic annual adjustment will be equal to a fixed recovery fee of 3 percent plus 10 percent of the change in the price of energy and 90 percent of the change in local inflation.
Sewerage: For all customers with sewerage services, a 25 percent adjustment in 2024

	c) Separating institutional roles to improve sector governance.
	Experience shows that the most effective organization for the sectors to achieve this Policy’s objective is the separation of the roles of policymaker, regulator, and service provider. In this context, the sector authority retains responsibility for policymaking and planning, the public agencies determine and oversee compliance with the regulatory system, and public or private entities are assigned responsibility for providing the service. This Policy recognizes, nonetheless, that the institutional organization cannot follow a single model, but must be adapted to the specific features of each sector and country. In several of the region’s countries, responsibility for policymaking, regulation, and delivery of public utilities is based at the local (provincial or municipal) level. In these cases, where it is not necessarily optimal to separate the roles of policymaking and regulation, the Bank will promote homogeneous regulation, with adequate minimum quality parameters, rate-setting principles, supervision and control mechanisms. It will also help develop institutional mechanisms that strengthen appropriate management in the framework of local legislation.
	Component 2 will finance institutional strengthening activities (i) of the Utilities Regulation and Competition Authority (URCA) as proposed economic regulator of the water and sewerage sector; (ii) the Department of Environmental Planning and Protection (DEPP) as proposed environmental regulator of water and sanitation (activities under this subcomponent will include: (a) engage a consultant to assess WSC reporting capacity in alignment with establishing DEPP's environmental regulations for the water sector (including personnel needed), (b) establish a framework to govern the relationship between WSC and DEPP, (c) develop a roadmap for the transition of regulatory responsibilities within the water sector from WSC to DEPP and, (d) assessment of the water resources of the Bahamas); (iii) for WSC to improve corporate governance; (iv) for WSC to implement a strategy to improve human capital; and.

	d) Establishing the most appropriate sector structure given the characteristics of the service and the objectives of the Policy.
	Considering the heterogeneity of markets and services in the region, this Policy does not promote a single sector industrial organization for the delivery of public utilities, and emphasizes that regardless of the management model used, there must be good governance practices and a clear, predictable, stable regulatory framework that encourages efficiency and investment.
	Component 2 will also finance (v) to support the modernization of the policy, legal and regulatory framework for the water and sanitation sector in The Bahamas. Activities would include provision of operating manuals, organizational structures, business plans, skills assessments, and training plans for the proposed regulators. These activities would also include providing support to improve the management and conservation of water resources and include considerations of climate resilience planning in line with instruments included in The Bahamas NDC 2022 as well as Integrated Water Resources Management.

	e) The role of economic regulation in creating incentives for efficiency, investment, and protection of users’ rights.
	The adoption of an effective regulatory system tailored to the specific conditions of each sector in each country is a key factor for achieving the Policy’s objectives. A regulatory system should help reduce the capital cost of service providers, encourage investment, set service quality standards, and allow service providers to obtain sufficient revenues to be financially sustainable. The selection of the most appropriate institutional instrument for the specific conditions of the country and the service is of the utmost importance for the effectiveness and sustainability of the regulatory process. This instrument may take various forms, from regulation by contract to more complex methods that require the creation of a multisector regulatory body or even a specific one for each service. The probability that economic regulation will contribute to achieving the Policy’s objectives increases with the degree of independence, autonomy, and transparency of the regulatory institutions and processes. The promotion of users’ rights should be a core objective of the service regulation process. Thus, regulation should ensure that the efficiency gains achieved over time by the service providers are passed on to the users through rate reductions or improvements in service quality. For this to happen, it is essential to prevent the abuse of dominant market power by the provider and strictly apply the standards for quality of service. Regardless of the sector structure and institutional regulation model selected by each country, the Bank will provide assistance in developing information systems that show policymakers and users the structure and cost and rate levels at all stages of service production.
	There are ten separate acts that govern the water and sewerage sector in The Bahamas. The acts in place are not consistent with a modern water and sewerage sector. For example, the legal and regulatory framework in NP is different from that which applies to the FI. Further, there is not an independent economic regulator, nor an effective environmental regulator, in the water and sewerage sector. The Water and Sewerage Corporation Act of 1976 establishes WSC as the sector regulator and service provider .
WSC has not received an increase in tariffs since 1999, considering there is not a regulatory agent that can define the reasonable level of tariffs to cover the costs and quality levels required. However, Component 2 of the Program will finance institutional strengthening activities of the Utilities Regulation and Competition Authority (URCA) as proposed economic regulator of the water and sewerage sector.

	f) Creating the proper conditions so private participation in public utilities service delivery is a viable option.
	This Policy recognizes that competition has the potential to increase productive efficiency and quality of service. In markets where production technology does not exhibit characteristics specific to natural monopolies, market competition can be generated by allowing several companies to offer services simultaneously. When the markets are natural monopolies, competition for market can produce the same results as competition in the market, as long as the process of selection and regulation of the company providing the service is open and effective. The Policy also recognizes that private participation (in any of its manifestations, including management contracts, concessions, or mixed-ownership enterprises) is a key tool for closing gaps in the quantity and quality of utilities in the region. Attracting private participation to the services covered under this Policy and maximizing its impact on efficiency gains in service management depends on the existence of a macroeconomic context that favors investment and credit, a clear, stable institutional and regulatory framework, and economic conditions that reduce capital cost and allow for reasonable returns on investment. In those cases where the countries consider that competition and implementation of public-private partnerships are suitable mechanisms for promoting the expansion of the supply and enhancing the quality and efficiency of public utilities services, the Bank will provide assistance in strengthening the institutional and legal framework and in developing rules and mechanisms that encourage the participation of enterprises under equal conditions.
	The existing governance framework for the water and sanitation sector lacks provisions for adequate accountability and autonomy of the WSC as well as a clear incentives framework to promote operational efficiency, environmental stewardship, and improve resilience of WSC’s services. However, Component 2 will finance This component will finance institutional strengthening activities (i) of the Utilities Regulation and Competition Authority (URCA) as proposed economic regulator of the water and sewerage sector; (ii) the Department of Environmental Planning and Protection (DEPP) as proposed environmental regulator of water and sanitation.

	g) Strengthening the management of infrastructure used for public utilities service delivery.
	The most pertinent spheres of action for optimizing infrastructure management are: (i) encouraging efficiency in business management; (ii) developing and implementing appropriate, stable asset maintenance policies; and (iii) optimizing the use of the infrastructure through incentives for demand. Policies to drive demand through the setting of standards or the establishment of price incentives (including congestion charges and peak and off-peak rates) have the potential to change consumption patterns while increasing the availability of infrastructure services. Optimization of infrastructure use through price mechanisms not only allows cost savings but can also contribute to environmental sustainability by creating incentives to conserve, and therefore reduce emissions and adverse impacts on ecosystems. When establishing price incentives and changing rates, it is highly advisable to rigorously analyze their distributive incidence among the various types of users, in order to report on possible impacts on social inclusion.
	Program Design Strategy to attend financial and operational challenges. The proposed activities under this operation are in line with the results of the studies carried out during preparation. This component will finance: (i) an NRW Reduction Contract to address physical and commercial losses in the Family Islands. The contract’s main target will be to reduce NRW in the Family Islands, focusing on Abaco, Eleuthera, and Exuma. The activities will include setting up District Metered Areas and Pressure Management Areas (DMAs/PMAs); leak detection and timely repairs; pressure management; mains and service connections replacement, hydraulic modeling, system optimization, GIS updating, SCADA, and the use of data management hardware and software, among others. The NRW contractor will also build the internal capacity of WSC to maintain the target level of NRW. A co-management and shadowing approach will be used to transfer knowledge and know-how to WSC; (ii) the procurement of approximately 65,000 ultrasonic smart meters to install new and replace existing mechanical meters by more efficient Advanced Metering Infrastructure (AMI) in the project area. This will lead to improved meter accuracy and reliability, revenue increase, transparency with customers, and staff efficiency. A digital transformation evaluation and roadmap will be prepared, in order to define the technological, human capacity, network, connectivity, software, systems and supervision requirements to effectively implement WSC’s digital infrastructure. 

	Promoting innovation to foster efficiency, access, and environmental sustainability.
	This Policy highlights the role of technology for increasing access with cost-effective solutions, reducing maintenance costs, and managing consumption, while avoiding unnecessary investments in increased capacity. The Policy recognizes that the Bank will help disseminate information on the adoption, financing, and systems for management of the most appropriate technology solutions for each particular combination of public utility and demand characteristics.
	The NRW component considers the use of AMI and other smart water infrastructure technologies (SWIT) that will permit remote meter reading and monitoring. This digital transformation will promote conservation of water as customers will have real time access to data on their consumption and enable seamless two-way communication of information between customer and utility. This will also improve operating efficiency through improved and regular billing cycles as well as minimizing the need for physical meter reading. Refurbished sewerage lift stations will be outfitted with premium efficiency motors and controls to improve energy efficiency. 



 


