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P. Project Objectives, Financing, Costs and Components

Project Objecti ve: Initially, the objective was to support Haiti's economic development by providing reliable power
supplies, particularly for the industrial and commercial sectors . The project aimed to expand the generating facilities
at Port-au-Prince, supplying power to the cities of Hinche and Thormande and improving the efficiency of Electricite
d' Haiti (EdH) by reducing non-technical losses, institutional improvement and training to strengthen EdH's
managerial and technical capacity . Following an international embargo of Haiti and suspension of disbursement from
the IDA credit 1991-94, the project was restructured in 1996 to allow for the privatization of EdH. At restructuring,
IDA refocused primarily on implementing the physical components while CIDA, AFD and IDB took over support for
institutional strengthening and development.

Financing and Costs : Approved in June 1989 and made effective in January 1990, total project costs were US$26.8
million compared with the appraisal estimate of US$27.6 million. After restructuring in 1996, the project closed five
years behind schedule in January 1999 at which time US$25.4 was disbursed from the IDA credit. An outstanding
balance of SDR 0.522 million will be canceled.

Components : The initial seven components were reduced to five following the 1996 restructuring: (1) installation of
additional generating units in Port-au-Prince; (2) preparation and implementation of a program to reduce
non-technical losses from 40% to 15%; (3) a study to determine site and costs for medium speed generating plants
to be constructed by EdH; (4) a study to determine EdH's tariffs; and (5) a smaller institutional development and
training program to facilitate implementation of the loss -reduction program, improve the effectiveness of EdH's high
level staff, and upgrade EdH's information, inventory and accounting systems .

3. Achievement of Relevant Objectives :
The project did not achieve its revised objectives to privatize EdH . While the level of service improved, it is not
sustainable.

#. Significant Achievements :

The physical objectives were substantially achieved . Power generation facilities were expanded by 31 MW at
Port-au-Prince but have yet to be fully commissioned . Hinche and Thermonde were provided with diesel -powered
generating plants. Electricity generation increased from 466 GWh in 1995 to 663 GWh in 1998 and service in Port au
Prince increased from four hours/day in 1995 to 18 hours/day in 1998. The power loss reduction study was
implemented (but only as a small pilot), the tariff study was conducted and the pre -feasibility study for new 60 MW
diesel plant was completed. Partly as a result of this project, government enacted the Law of Modernization of Public
Enterprises that allowed creation of the Counsel for Modernization of Public Services to promote private participation
in public enterprises and transfer of operations to private companies .

5. Significant Shortcomings :

Despite significant advances in the legal and regulatory environment, government support for the privatization of
EdH is beset with indecision and delays and the expected efficiency improvements of EdH did not occur .
Government is more interested in supplying power at any price over the short -term than taking unpopular measures
for long-term results such as supporting EdH's actions to cut off illegal customers and allow tariff restructuring . As a
result, EdH is caught in a declining performance spiral . Since 1989, non-technical electricity losses have risen from




29% in the Port-au-Prince area to 55% by 1998 (compared with the restructured target of 35%), accounts receivable
have increased from 75 days in 1997 to 181 days in 1998. In consequence, the FRR continuously declined and was
-10% in 1998. These problems are compounded by the loss of key EdH staff due to lack of incentives, low salaries
and political interference in EdH's management. Procurement was also fraught with difficulties because of the
uncertain political and economic environment, preparation of the consultant's terms of reference and contract without
participation of EAH who had to work with them, poor specification and muddled contract award procedures : the
Bank had not learned the lessons from the three previous operations with EdH .

6. Ratings: ICR OED Review Reason for Disagreement /Comments
Outcome: |Unsatisfactory Unsatisfactory
Institutional Dev .:|Negligible Negligible
Sustainability : [Uncertain Unlikely There is a lack of political will to ensure an

enabling environment and make the hard
policy and management decisions
essential for the financial viability of EdH -
and these are disincentives to a private
sector concession or ownership.

Bank Performance :|Deficient Unsatisfactory The ratings are the same. The ICR rates
Bank as deficient at appraisal but
satisfactory during supervision.

Borrower Perf .: | Deficient Unsatisfactory

Quality of ICR : Satisfactory

7. Lessons of Broad Applicability :

e When the political environment is unstable, the risks should be thoroughly examined at appraisal and
realistically factored into operational and financial projections;

o While government ownership is vital at the policy level, it is also important to maintain law and order at
grassroots level to facilitate collection of users' fees - a prerequisite for financial viability;

e A comprehensive long-term program attending to all the details is essential for a successful electricity
loss-reduction campaign;

e Technical assistance programs cannot be a substitute for ownership, sound planning and management by the
utility; and

e Projects that focus on the hardware to the detriment of policy reform, fail to take account of the lessons from
previous operations and off-load institutional development and strengthening to other agencies, stand a high
chance of failing.

B. Audit Recommended? ® Yes O No

Why? To establish how the privatization process is proceeding and how the Bank's partnership with
CIDA, AFD and IDB is working out.

9. Comments on Quality of ICR :

Generally satisfactory, but overly focused on provision of physical infrastructure . Also more information could have
been included to explain the interrelationships among the external partners - it appears the Bank has opted out of a
difficult situation without resolving the pressing institutional policy issues and expects IDB to take over . It is not clear
from the ICR whether CIDA, AFC and IDB are joint or parallel financiers (the Region subsequently clarified that the
CIDA/AFD TA was a separate project).




