
BIO-ECONOMY EMPOWERMENT IN SURINAME’S INDIGENOUS COMMUNITIES THROUGH ACCESS TO WATER, ENERGY AND TELECOMMUNICATIONS (BIO-SWEET)
(SU-L1076)
ANALYSIS OF COMPLIANCE WITH THE PUBLIC UTILITIES POLICY 
(GN-2716-6) 

I. OBJECTIVES
This document presents an analysis of the operation Bio-economy empowerment in suriname’s Indigenous communities through access to water, energy and telecommunications (BIO-SWEET) regarding the objectives, principles and conditions of the Public Utilities Policy (GN-2716-6). 
	Policy objectives
(GN-2716-6)
	Description
	Comments

	Objectives:  The promotion of access to and the increased efficiency and quality of public utilities will require that the Bank’s actions aim to: 

	Promote access to the service by the entire population. 
	Promote Access to the Service by the entire population, including the most disadvantaged communities and groups, in both urban and rural areas. 
	The specific objective of the project is to provide villages in the Amazon rural areas of Suriname with reliable and sustainable access to renewable energy-based electricity, potable water supply, and telecommunication systems 


	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.

	A comparison of alternatives to provide a reliable energy, water and telecommunication service to each village was performed. The basic design considered aspects such as the cost, reliability and environmental impact of each solution.
· For energy, it was compared the supply of 24/7 electricity with diesel generators and solar mini-grids and it was determined that 10% solar mini-grids are the most cost-effective solution.
· For water, an assessment in each village of the available water sources and water treatment was performed.
· For telecommunication, several technologies were considered (telecommunication tower types, macro cell vs small cell, Wi-Fi-calling, Starlink hardware…). Small communication towers combined with Starling hardware were considered the optimal solution.

	Deliver a service efficiently and create suitable incentives for service demand
	Deliver a service efficiently in terms of supply, while seeking to deliver the service at the least possible cost. 

Create suitable incentives for service demand, so users make use of the services in a manner consistent with their economic, financial, and environmental sustainability
	An economic analysis considering the most cost-effective solution was performed for the design of the infrastructure. For example, for the energy systems, the solution to provide 24/7 access with the lower Levelized Cost of Electricity will be implemented.

The project will promote and finance the implementation of productive and sustainable uses of electricity, water, and telecommunications, focused on bio-economy activities, in the beneficiary communities. This will contribute to increasing the income and ensure that beneficiaries can pay for the services.

	Objective:   The scope of the sustainability of the public utilities will be promoted based on three pillars: 

	Financial sustainability 
	The economic evaluation done for the project proved that the investments are economically viable in accordance with the cost-benefit analysis (CBA) methodology used and accepted by the Bank. The project presents a positive NPV of US$16.3 M, with an IRR of 19.3%. The NPV is positive for the larger villages, thanks to economies of scale (smaller investment per beneficiary), and in particular for these villages that currently have an existing diesel generator, thanks to the diesel saving achieved with the project. A sensitivity analysis is performed considering different CAPEX and different energy demand scenarios, resulting in positive NPV and ERR larger than 12% in all the scenarios.
The main benefits of the program are based mostly on:
· Energy systems: reduction of diesel consumption in the thermal generators and the increased welfare related to the increased provision of electricity in rural areas.
· Water systems: improved service quality, continuity, and access to water supply with the corresponding benefits in improved quality of life and health 
· Telecommunication systems: increase of average family income and flight savings for the O&M of energy and water systems, and healthcare services.
· For the bioeconomic development, the economic benefit considered in the analysis is the increased income generated by the new jobs.

Additionally, the operation meets the policy condition of financial sustainability since people will be charged for the electricity, water and telecommunication service, and EBS and Telesur, as part of its regular operations, will receive enough funds to cover the operating and maintenance costs of the systems. The financial analysis shows that:

· For the energy systems, with the existing tariff, it is calculated that the revenues from customers will cover 47.3% of the O&M costs of the solar mini-grids. The remaining balance will come from government subsidies. However, the Government of Suriname has announced that the electricity tariff will be increased in the coming years to reduce the subsidies. It is calculated that if the tariff is increased by 10% annually, the revenues from customers will be higher than the O&M costs (124.4%).
· For the water systems, with the existing tariff, it is calculated that the revenues from customers will cover 47.0% of the O&M costs of the solar mini-grids. The remaining balance will come from government subsidies. However, the Government of Suriname has announced that the electricity tariff will be increased in the coming years to reduce the subsidies. It is calculated that if the tariff is increased by 10% annually, the revenues from customers will be higher than the O&M costs (142.6%).


	, Environmental sustainability: 
	The project will contribute to reducing greenhouse gas emissions for electricity generation by installing solar mini-grids, which will reduce the use of diesel for power generation.

	Social sustainability: 
	The program will support the social development of rural communities by providing 24/7 high-quality electricity, water and telecommunication service, which will improve people’s quality of life, and increase agricultural productivity and economic growth. 

The program also seeks to empower the local population, especially women, through the fostering of bio-economic uses of energy, water and telecommunications, increasing the family income from beneficiaries. 







II. PRINCIPLES
The Policy is based on the following principles that will guide the design and supervision of the Bank’s Operations.
	Policy principles
(GN-2716-6)
	Description
	Comments

	Supporting the countries to address basic access needs 

	The expansion of access to electricity, water and telecommunications at affordable price is necessary in Suriname, especially in the rural areas and isolated areas of the country. Access to reliable electricity, water and telecommunications is essential to contribute to poverty reduction and promote inclusive development. 
The project will support the development of sustainable systems that use the combination of cost-efficiency and the most appropriate technology solutions, given the characteristics of each village.

	Promoting integrity, transparency, and accountability
	The project will strengthen the institutional capacity of MNH and EBS to plan, design and supervise rural electrification and water projects. It will finance the following activities: (i) training of personnel in project management, rural electrification, water systems, digital technologies and cybersecurity; and implementing the gender and diversity action plan of EBS; (ii) specialized technical support for the design, coordination, and supervision of the works; and (iii) managing environmental and social considerations of projects.
The project will require a strong coordination between several institutions. EBS will coordinate with all institutions involved in the process, such as SWM who will provide technical support regarding water provision, and Telesur for the execution of the subcomponent associated with telecommunications infrastructure. Local NGOs will support the bio-economy activities. A project steering committee conformed by the Ministry of Finances and Planning, EBS, MNH, Ministry of Regional Development, water department, Telesur and local NGOs will offer regular input and advice on project implementation at the strategic level and will serve as a facilitator for dialogue with other relevant stakeholders such as the EAS.
EBS will be in charge of the O&M for the energy and water systems, while Telesur will be responsible for the telecommunications system. a cooperation agreements between EBS and Telesur wilk be signed, specifying the conditions under which the equipment will be operated and maintained

	Separating institutional roles to improve sector governance.


	

	Establishing the most appropriate sector structure given the characteristics of the Service and the objective of the Policy.
	

	Creating the proper conditions so private participation in public utilities service delivery is a viable option.
	The project will promote the participation of local population (private users) for the O&M of the infrastructure.
The project will promote and finance the implementation of productive and sustainable uses of electricity, water, and telecommunications, focused on bio-economy, within the Amazon rural areas, in collaboration with private initiatives and local NGOs 

	The role of economic regulation in creating incentives for efficient, investment, and protection of users’ rights. 
	The IDB is supporting the elaboration of the institutional and regulatory framework for rural electrification projects, including the electricity tariff scheme and payment mechanisms for rural areas. A tariff rate will be applied to cover O&M expenses, subject to the current available subsidy, and using prepaid systems to reduce commercial losses.
The program will also promote and finance energy and water efficiency measures to ensure that users have sufficient capacity to pay for the service.

	Promoting innovation to foster efficiency, access, and environmental sustainability

	The program will promote: (i) the use of state-of-the-art isolated renewable energy, water, and telecommunication systems; (ii) innovative remote monitoring, telemetry, and operation of those systems; (iii) targeted training on operation and maintenance of the energy, water, and telecommunication systems; and (iv) the application of Suriname’s cybersecurity framework to all program stakeholders.



III. CONDITIONS 
	Policy conditions
(GN-2716-6)
	Description
	Comments

	Financial sustainability
	For each operation, it will be verified that the relevant 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. 
When a Bank operation involves contributions of budgetary funds to subsidize the provision of a public utility service, it will be verified that: 
a. the budgetary allocation of such contributions is transparent; and
b. its purpose corresponds with one of the following objectives: i. Expansion of capacity to provide greater access; ii. Increase in the quality of the existing services; iii. Improvement in process administration and adoption of technology for the services to contribute to climate change mitigation or to the management of natural disaster risks.
	Capital costs of the program will totally be funded through the IDB loan. 

Additionally, the operation meets the policy condition of financial sustainability since EBS, as part of its regular operations, receives enough funds to cover the operating and maintenance costs of the systems and infrastructure related to the project.

A tariff rate will be applied to cover O&M expenses, subject to the current available subsidy, and using prepaid systems to reduce commercial losses. 

· For the energy systems, with the existing tariff, it is calculated that the revenues from customers will cover 47.3% of the O&M costs of the solar mini-grids. The remaining balance will come from government subsidies. However, the Government of Suriname has announced that the electricity tariff will be increased in the coming years to reduce the subsidies. It is calculated that if the tariff is increased by 10% annually, the revenues from customers will be higher than the O&M costs (124.4%).
· For the water systems, with the existing tariff, it is calculated that the revenues from customers will cover 47.0% of the O&M costs of the solar mini-grids. The remaining balance will come from government subsidies. However, the Government of Suriname has announced that the electricity tariff will be increased in the coming years to reduce the subsidies. It is calculated that if the tariff is increased by 10% annually, the revenues from customers will be higher than the O&M costs (142.6%).

To ensure that beneficiaries have sufficient capacity to pay for these services, the operation will promote productive bioeconomic activities, in collaboration with the Ministry of Regional Development and local NGOs such as ACT. The program will also promote and finance energy and water efficiency measures.

The project complies with the objectives of the Financial Sustainability condition, section (b): (i) Expansion of capacity to provide greater access; and (ii) Increase in the quality of the existing services.


	Economic evaluation
	Public utilities projects will be economically viable in accordance with the cost-benefit and cost-effectiveness evaluation methodologies used and accepted by the Bank. 
	The economic evaluation done for each specific project proved that the investments are economically viable in accordance with the cost-benefit analysis (CBA) methodology used and accepted by the Bank or constitute a least-cost solution when a CBA was not performed. The benefits of the project are based mostly on: 
· Energy systems: reduction of diesel consumption in the thermal generators and and the increased welfare related to the increased provision of electricity in rural areas.
· Water systems: improved service quality, continuity, and access to water supply with the corresponding benefits in improved quality of life and health 
· Telecommunication systems: increase of average family income and flight savings for the O&M of energy and water systems, and healthcare services.
· For the bioeconomic development, the economic benefit considered in the analysis is the increased income generated by the new jobs.
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