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Notes

The PPF supports the development of projects and programs and enhance their quality at entry
into the Fund’s pipeline. With a view to enhancing the balance and diversity of the project
pipeline, the PPF is designed to especially support Direct Access Entities for projects in the
micro-to-small size category. International Accredited Entities seeking project preparation
support from the PPF are encouraged to do so especially for LDCs, SIDS and African countries
where no Direct Access Entity is accredited. All Accredited Entities are encouraged to articulate
counterpart support for project preparation within their requests for support from the PPF.

A PPF submission should include below documents:

1. PPF request (this form)

2. PPF No-Obijection letter!

3. Concept Note

Please copy the National Designated Authority (ies) when submitting this PPF request.
Requests for support from the PPF should be submitted at the same time or following submission
of a GCF Concept Note for a project or programme.

Further information on GCF PPF can be found on GCF website Project Preparation Facility
Guidelines.

1 please

note that the PPF No-Objection Letter is different from the Funding Proposal No-Objection Letter. PPF No-Objection

Letter template can be downloaded from here.


https://www.greenclimate.fund/documents/20182/574715/Letter_to_GCF_02_-_No-objection_letter_for_the_Project_Preparation_Facility__PPF_.docx/86485d1f-1311-4efe-b47d-b653b0fb5c5c
http://www.greenclimate.fund/documents/20182/574712/Form_01_-_Concept_Note.docx/18570723-5f7c-44c9-aacb-8c68fe99fce8
https://www.greenclimate.fund/documents/20182/574766/Guidelines_-_Project_Preparation_Facility_Guidelines.pdf/f8b62701-a9ca-4b1e-9e23-e67f1b88abd4
https://www.greenclimate.fund/documents/20182/574766/Guidelines_-_Project_Preparation_Facility_Guidelines.pdf/f8b62701-a9ca-4b1e-9e23-e67f1b88abd4
https://www.greenclimate.fund/documents/20182/574715/Letter_to_GCF_02_-_No-objection_letter_for_the_Project_Preparation_Facility__PPF_.docx/86485d1f-1311-4efe-b47d-b653b0fb5c5c
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A. Executive Summary

Accredited Entity
(AE)

Name: Mr. Daniel Best
Position: Director of Projects
Email: bestd@caribank.org
Tel: (246)-431-1600

Full Office address:

P.O. Box 408

Wildey, St. Michael
Barbados, W.I.

BB11000

Has a Concept Note?
been submitted in
association with this
request for support
from the PPF?

Yes No O Yes No O
Climate Resilience of the
Water Sector in The

Bahamas

Has a No-Objection
Letter® been submitted for
this request for support
from the PPF?

Total Cost

[This information has been withdrawn for confidentiality purposes]

Anticipated Duration

Number of months to implement the Project Preparation activities: 12 months

Summary of the
request for Project
Preparation support

Climate change poses a severe threat to the water sector in The Bahamas, which is already
vulnerable to climate impacts and is likely to become increasingly so. Climate change
projections for The Bahamas such as increasing temperatures, decreasing annual rainfall,
more intense storms and sea level rise pose a severe threat for the vulnerable water sector
which relies on limited groundwater supplies. With GCF support, the proposed project will
bring significant benefits to the people of The Bahamas by building a more resilient water
sector and creating an enabling environment that promotes a broader sector transformation
to safeguard water security in a changing climate.

PPF support from GCF is needed to conduct the following activities, which will identify
existing conditions, gather available information and fill information gaps to develop an
accurate full funding proposal and all required annexes.

1) Assess baseline conditions related to e Report on current (baseline) water
national water sector governance in The sector governance and climate
Bahamas, as well as the overall change challenges in The Bahamas.
challenges that climate change poses to
safeguarding water security in the

country.

2) Conduct a multi-criteria analysis to e Report on the multi-criteria analysis
identify the project area, and assess its used to define the project area.
baseline water sector conditions and e Report on baseline conditions in the

associated climate change risks &
vulnerabilities.

project area.

3) Identify and design suitable measures .
to enhance water sector governance in
The Bahamas, including the design of a .
national water Decision Support System
(DSS).

Report on proposed institutional,
policy and legislative reforms.
Report describing the DSS.

2 See here to download the Concept Note template.
3 Template for PPF No-Objection Letter can be downloaded here.



http://www.greenclimate.fund/documents/20182/574712/Form_01_-_Concept_Note.docx/18570723-5f7c-44c9-aacb-8c68fe99fce8
https://www.greenclimate.fund/documents/20182/574715/Letter_to_GCF_02_-_No-objection_letter_for_the_Project_Preparation_Facility__PPF_.docx/86485d1f-1311-4efe-b47d-b653b0fb5c5c
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4) Identify adaptation investments and e Consolidated feasibility study.
interventions that are suitable for the
project area, assess their feasibility and
merits, and complete all associated
design work.

5) Develop an Environmental and Social e ESIA and ESMP, including a

Impact Assessment (ESIA) and stakeholder engagement plan,
Environmental and Social Management information on the project-specific
Plan (ESMP) for the project. grievance redress mechanism, and
records of all in-country consultations.
6) Develop a consolidated Gender e Consolidated Gender Assessment
Assessment and Gender Action Plan and GAP, including records of all in-
(GAP) for the project. country consultations.
7) Prepare the integrated financial model e [|nitial project costing.
for the project. e Impact potential estimates.
e Financial analysis.
e Economic analysis.
8) Formulate the funding proposal and e GCF funding proposal.
finalize all other relevant annexes. e Detailed project budget.
e Timetable of project implementation.
e Procurement plan.
e Term sheet.
9) Prepare/refine Terms of Reference and | ¢  Terms of Reference and tender
tender documents. documents.

B. Description of Project Preparation Activities

Outputs and Activities 1) 1| 2| 2| 1| 2| 2| 2| 2| 2| 2| 2| 2| 2| 2

Procure services for activities 1-9 ...I

Activity 1: Assess baseline conditions related to
national water sector governance in The
Bahamas, as well as the overall challenges that
climate change poses to safeguarding water
security in the country.

PPF activity area: Pre-feasibility, feasibility studies
and project design

Under this Activity, the selected firm will develop a
concise overview of the baseline policy, legal and
institutional framework that governs the water sector
in The Bahamas, assess the overall ways in which X
climate change is likely to undermine water security in
the country over the coming decades, and articulate a
(medium/long term) ‘vision’ for a climate-resilient
water sector in The Bahamas. This will lay a
foundation for all other design work to be carried out
under PPF Activities 2-9.

Specific sub-activities are described in more detail in
the attached PPF TORs, and include the following: (a)
Develop a detailed mapping of relevant water sector
stakeholders; (b) Develop an overview of the existing
policy and legal frameworks that govern the water
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sector; (c) Conduct a national-level assessment of
how climate change is likely to affect water security in
The Bahamas; (d) Define the initial parameters of a
medium/long-term vision for a climate-resilient water
sector; and (e) ldentify gaps/weaknesses in the
institutional, policy and legal frameworks that are
inhibiting the transition to a more climate-resilient
water sector in The Bahamas.

Deliverable 1: A report on current (baseline) water
sector governance and climate change challenges in
The Bahamas.

Activity 2: Conduct a multi-criteria analysis to
identify the project area, and assess its baseline
water sector conditions and associated climate
change risks & vulnerabilities.

PPF activity area: Pre-feasibility, feasibility studies
and project design

Under this Activity, the selected firm will lead the
process of identifying specific high-risk/high-need
islands of The Bahamas in which to focus project
investments (the ‘project area’), and develop a more
granular overview of the context-specific needs on
these islands.

Specific sub-activities are described in more detail in
the attached PPF TORs, and include the following: (a)
Conduct a multi-criteria analysis to identify highly
vulnerable islands on which the project will scale up
investment; (b) Assess relevant baseline conditions
within the project area; (c) Conduct an assessment of
the current and projected incremental risks and
challenges associated with climate change within the
project area; and (d) Define a set of ‘key climate
change challenges in the water sector’ for each of the
islands in the project area.

Deliverable 2: A report describing the multi-criteria
analysis used to identify/prioritize specific islands for
inclusion in the project area.

Deliverable 3: A report describing the baseline
conditions and climate change risks and challenges
within the project area.

Activity 3: Identify and design suitable measures
to enhance water sector governance in The
Bahamas, including the design of a national water
Decision Support System (DSS).

PPF activity area: Pre-feasibility, feasibility studies
and project design

Under this Activity, the selected firm will build on the
baseline assessments done under PPF Activity 1 —
including the pillars of the ‘vision’ for a climate-resilient
water sector and the identification of associated
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gaps/weaknesses — to propose concrete reforms to
the existing institutional, policy and legal frameworks
that are relevant to the water sector in The Bahamas.
Such measures are expected to be included in the
project proposal under Components 1 and 2. When
identifying and defining these measures, the selected
firm will collaborate closely with WSC and other
relevant stakeholders in The Bahamas.

Specific sub-activities are described in more detail in
the attached PPF TORs, and include the following: (a)
Propose concrete institutional reforms to be supported
by the project; (b) Propose necessary policy and
legislative reforms to be supported by the project; (c)
Complete the preliminary design of a national water
sector Decision Support System (DSS); and (d)
Assess the current capacities of key water sector
stakeholders to understand and respond to key
climate change challenges, as well as effectively
implement the envisaged policy, legal and institutional
reforms.

Deliverable 4: A report describing the proposed
institutional, policy and legislative reforms

Deliverable 5: A report describing the DSS.

Activity 4. Identify adaptation investments and
interventions that are suitable for the project area,
assess their feasibility and merits, and complete
all associated design work.

PPF activity area: Pre-feasibility, feasibility studies
and project design

Under this Activity, the selected firm will define and
design the specific infrastructure investments and
related interventions to be implemented within the
project area under the third component of the project.
This will build directly on the assessments completed
under PPF Activity 2. The identification of specific
interventions will not simply aim to preserve the status
quo in a changing climate and thereby safeguard
water security in the short run, but also account for the
medium/long-term ‘vision’ for a climate-resilient water
sector developed under PPF Activity 1.

Specific sub-activities are described in more detail in
the attached PPF TORs, and include the following: (a)
Identify  suitable and site-specific adaptation
measures for each island in the project area; (b)
Discuss and prioritize measures in consultation with
local stakeholders; and (c) Develop a consolidated
feasibility study.

Deliverable 6: Consolidated feasibility study.
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Activity 5: Develop an Environmental and Social
Impact Assessment (ESIA) and Environmental and
Social Management Plan (ESMP) for the project.
PPF activity area: Environmental, social and gender
studies

Under this Activity, the selected firm will lead the
process of identifying environmental and social risks
and impacts that may arise during project
implementation, as well as appropriate risk mitigation
and management measures. This process will be
done in accordance with CDB and GCF standards and
procedures on environmental and social risk
management. The selected firm will then be
responsible for capturing this information in a
consolidated ESIA and ESMP.

Specific sub-activities are described in more detail in
the attached PPF TORs, and include the following: (a)
Screen and assess E&S risks and impacts; (b) Identify
suitable measures to mitigate and manage E&S risks
and impacts; (c) Organize safeguards-related
consultations; and (d) Develop the ESIA and ESMP
for the project.

Deliverable 7: Environmental and Social Impact
Assessment (ESIA).

Deliverable  8: Environmental and  Social
Management Plan (ESMP), including a stakeholder
engagement plan, information on the project-specific
grievance redress mechanism (as well as the CDB
and GCF grievance redress mechanisms/processes),
and records of all in-country consultations.

Activity 6: Develop a consolidated Gender
Assessment and Gender Action Plan (GAP) for the
project.
PPF activity area: Environmental, social and gender
studies

Under this Activity, the selected firm will be
responsible for assessing gender dynamics in the
project area, and for identifying appropriate measures
to be included in the project to maximize the extent to
which women are able to benefit from the project. The
selected firm will reflect all of this information in a
consolidated Gender Assessment and Gender Action
plan (GAP) for the project.

Specific sub-activities are described in more detail in
the attached PPF TORs, and include the following: (a)
Assess gender dynamics, as well as gender-
differentiated needs and challenges, in the project
area; (b) Develop an initial draft of the GAP; (c)
Organize gender-focused consultations; and (d) Draft
the consolidated gender assessment and GAP.
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Deliverable 9: Consolidated Gender Assessment and
Gender Action Plan (GAP), including records of all in-
country consultations.

Activity 7: Prepare the integrated financial model
for the project.

PPF activity area: Advisory services and/or other
services to financially structure a proposed activity

Under this Activity, the selected firm will lead the
process of developing an integrated financial model
for the project, which will involve financially structuring
he project, estimating its impacts, and assessing its
financial and economic benefits.

Specific sub-activities are described in more detail in
the attached PPF TORs, and include the following: (a)
Develop the initial project costing, including a
determination of the concessionality required for the
different components and sub-components; (b)
Develop robust estimates of the project impact
potential; (c) Develop the financial analysis for the
project; and (d) Develop the economic analysis for the
project.

Deliverables 10: Initial project costing (using GCF
budget template).

Deliverable 11: Impact potential estimates (including
detailed Excel file).

Deliverable 12: Financial analysis (Excel file and
written description of assumptions and results).

Deliverable 13: Economic analysis (Excel file and
written description of assumptions and results).

Activity 8: Formulate the funding proposal and
finalize all other relevant annexes

PPF activity area: Other project preparation activities

Formulate the GCF funding proposal, drawing on the
results and deliverables from PPF Activities 1-7. This
will include: drafting a succinct description of the
climate change rationale and baseline scenario for the
project; preparing a logical and focused structure for
the project (broken down into components, sub-
components and activities); completing the detailed
budget for the project (building on the initial costing
done under PPF activity 7); describing how the project
performs against the GCF Investment Framework
criteria, including a strong narrative about the
paradigm shift potential of the project; refining the
Theory of Change for the project; and preparing the
project logical framework in a manner that is
consistent with the GCF Results Management
Framework (RMF) and Performance Measurement
Frameworks (PMFs) and uses SMART indicators. In
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the process of preparing the funding proposal, the
following annexes will also be completed (in a manner
that is consistent with the information included in the
funding proposal): detailed project budget (using the
GCF template); timetable of project implementation
(using the GCF template); procurement plan (using
the GCF template); and the project term sheet.

Deliverable 14: GCF Funding Proposal
Deliverable 15: Detailed project budget
Deliverable 16: Timetable of project implementation
Deliverable 17: Procurement plan

Deliverable 18: Term sheet

Activity and deliverable 9: Prepare/refine Terms
of Reference and Tender Documents

PPF activity area: Pre-contract services, including
the revision of tender documents

Building on the detailed project budget and
procurement plan (PPF activity 8) and feasibility work
(PPF activity 1-4), prepare draft tender documents for X
any major works for which sites are known at the time
of project preparation/approval, Terms of Reference
for contracts, Requests for Proposals and Grant
Agreements including prequalification criteria.

Deliverable 19: A set of Terms of Reference and
tender documents.

Estimated time for submission of the full Funding
Proposal to the GCF X

C. Justification of the Project Preparation Request

The pronounced need for climate action in the Bahamas

1. Even if global mean surface temperatures only increase by 2 degrees Celsius relative to pre-industrial averages
as a result of climate change — the goal set out in the Paris Agreement, but which the international community is
currently not on track to achieve — many countries in the Caribbean region could experience (relative to a 1971-2000
baseline)*:

a. further warming of 1.0-2.5 degrees Celsius;

b. decreases in average annual rainfall, with the entire region becoming drier (-15% to -20%) and maximum

drying in the south eastern Caribbean;
c. further increases in rainfall and storm intensity; and
d. sealevelrise of up to 1.5 meters.

2. The resulting impacts could have a profound effect on prospects for sustainable development throughout the
region, and particularly in The Bahamas. Stronger hurricanes, longer dry seasons and shorter wet seasons® will have

4 Taylor et al., 2018. Future Caribbean Climate in a World of Rising Temperatures: The 1.5 vs 2.0 Dilemma. Journal of Climate, Volume 31.
5 Clinton L. Beckford; Kevon Rhiney, eds. (2016). "1". Globalization, Agriculture and Food in the Caribbean. Palgrave Macmillan UK.
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particularly serious impacts on the water sector in The Bahamas, potentially driving supply-side deficits while also
undermining the integrity of the country’s water storage and distribution infrastructure. In sum, climate change threatens
to undermine decades of progress and effort.

Financial barriers and fiscal constraints

3. Meanwhile, public fiscal constraints limit the extent to which the Government of The Bahamas can intervene to
address these barriers. The country is already working to keep its debt-to-GDP ratio at a manageable level, and must
now bear the significant post-disaster reconstruction and re-development costs in the wake of Hurricane Dorian. The
combined effects of these hurricanes and the ongoing COVID-19 pandemic have significantly reduced revenue streams
for the government, as well as for the Water and Sewerage Corporation (WSC) (which has experienced a decline in
revenue of around 60% in the month of April 2020). This not only constrains the ability of the government and WSC to
self-finance much-needed climate change adaptation investments in the water sector, but also constrains its ability to
finance the preparatory work needed to develop high-quality programme/project proposals that respond to these
challenges. This dynamic is particularly pronounced with regards to the GCF given the level of detail and due diligence
required by the fund. This points to a pronounced need for external financial and technical support to develop, finance
and deliver projects that build resilience in the country’s water sector, and help safeguard water security in a changing
climate.

Contributions from the Accredited Entity and WSC

4, The Caribbean Development Bank (CDB) is committed to supporting its Borrowing Member Countries (BMCs)
to address the above-mentioned challenges/barriers and scale up climate action investment. CDB is allocating its staff
time and resources accordingly. This includes the considerable co-financing that CDB will provide to the project once it
is approved by the GCF Board. In addition, CDB has already allocated its scarce staff time and resources to develop
the project idea and concept note, and will allocate additional staff time and resources — including the time/expertise
from its climate change specialists, climate finance specialists and engineers, as well as from its safeguards specialists,
gender specialists and economists, which the Bank estimates will amount to an in-kind contribution of at least USD
63,000 — to develop the full funding proposal.

5. However, the full costs of preparing a high-quality, approvable funding proposal are beyond the scope of what
CDB can finance on its own. The Bank has limited discretionary (cash) financing that can be used for such activities.
The availability of cash/grant financing to recruit the external experts/consultants needed to develop the envisaged
project proposal is therefore limited.

6. As a Direct Access Entity (DAE) accredited to the GCF, CDB is therefore applying for resources from the GCF
PPF to complement its own in-kind contributions and enable the Bank to fully develop a high-quality funding proposal
(with associated annexes) for the project. CDB aims to maximize the contributions of its own staff to the process of
developing the funding proposal, and thereby minimize the costs borne by the GCF PPF. These costs are outlined in
more detail in the PPF budget, which is attached to this application.

7. In addition, the Water and Sewerage Corporation (WSC) of The Bahamas will provide valuable in-kind
contributions throughout the process of developing the project funding proposal and annexes. This will include in-kind
contributions from existing technical staff to guide, support and review the work performed by external experts. WSC
contributions will also include support to organize in-country meetings and consultations, liaise with relevant
stakeholders and other country-level coordination/support. For the sake of simplicity, these in-kind contributions have
not been quantified and included in the detailed project budget, but are nevertheless expected to be significant and
invaluable to the success of the project development process.

D. Implementation Arrangements

8. CDB will serve as the Accredited Entity and Executing Entity for this PPF request, and will work closely with
counterparts in the WSC and the broader Government of The Bahamas (including the Ministry of Environment and
Housing as NDA, and the Ministry of Finance) throughout the project design and development process. CDB will
therefore bear overall responsibility for the prudent use of PPF funds to develop the full funding proposal and all
associated annexes/supporting documentation within the envisaged timeframe. As the Accredited Entity, CDB will bear
overall responsibility for ensuring proper fiduciary management and timely reporting to the GCF in line with the grant
agreement to be signed between CDB and UNOPS (as the trustee/administrator of GCF readiness and PPF funds). In
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this capacity, CDB will also be responsible for supervising implementation, and ensuring adherence with high technical
standards with a view to producing high-quality deliverables and results.

9. In its role as the Executing Entity, CDB will also manage all procurement actions and contracts to produce the
envisaged deliverables. As such, day-to-day management of GCF Proceeds will be done in line with CDB policies and
procedures (including on procurement), which were reviewed and deemed compliant with GCF policies and standards
during the CDB accreditation process that concluded in October 2016.

10. In consultation with counterparts in WSC, CDB intends to procure the services of a qualified firm that will be
able to produce all of the deliverables under PPF activities 1-9 (as outlined in Section B). The selected firm will bear
overall responsibility for filling the human resource needs required to produce the envisaged deliverables, and may re-
allocate some personnel time/resources among the activities if required (subject to CDB and WSC approval). In the
event that CDB is unable to procure the services of a qualified firm within the envisaged timeframe, CDB may instead
recruit the individual experts/consultants and manage their individual contributions (and joint work) directly in
accordance with the PPF activity structure, work plan and budget.

11. The PPF implementation, execution and reporting arrangements are summarized in Figures 1 and 2 (below).

Figure 1: PPF implementation and execution arrangements

GCF will transfer the PPF
grantto CDB, guided by the
Grant Agreement between

CDB and UNOPS.
GCF / UNOPS > cbB
CDB will :
procurethe I CDBwill providein-kind
services of . e
The selected firm will sub- a qualified H con.trlbullons to su{pr)rtthe
contract as needed, in oy H delivery of PPF activities.
accordance with CDB policy. .
v
Sub-contractor(s) Selected firm
H
H
Sesissssssuunnnnnnsssaninaninns Jossiannnnnnnel
PPF activities will be impl; itedin close ion with
Legend :  the NDA and Ministry of Finance, and in close collaboration
with WSC and other water sector stakeholders.
Flow of
funds The Bahamas
Ministry of
Delivery Of ....... > Environment \glater and Ministry of The Water and Sewerage
PPF activities and Housing ewerag_e Finance Corp_orati'o_n (WSC)will play_a key
(NDA) Corporation role in guiding and supporting
project preparation (working closely

with CDB, the selected firm and any

Other water sector sub-contractors), but will also
stakeholders directly support consultations with

other water sector stakeholders.

Figure 2: PPF supervision and reporting arrangements

CDB will provide regular
reportingas per the Grant
Agreement between CDB

and UNOPS.
GCF / UNOPS CDB
w I
The selected 1
. firm will report CDB will supervise the selected
WSC, the NDA 3"‘d M'”f“"‘l of to CDB as per firm and perform quality
Finance will provide guidance its contract | assurance (QA) functions.
a_nd advice to the selected with the Bank.
firm and CDB to ensure ‘

project preparation (and all
deliverables) are aligned with Selected firm
national priorities, procedures
and expectations.

Legend | The Bahamas
Ministry of W
ity o——— > t d A
Quality g Environment ater an Ministry of
assurance L— Rulosine Sewerage Finance
NDA Corporation
Guidance ( )
and advice

Reporting  ep Other water sector
stakeholders
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12. CDB shall implement the Project Preparation Activities with the goal of submitting a funding proposal for

approval by the Board within 2 years of the approval of the Project Preparation Funding Application. CDB shall notify
the Fund as soon as it has reasons to believe that a submission within this timeframe may not be possible.

13. Terms of Reference for all PPF activities and their associated deliverables (as described in Section B) are
annexed to this application.

14. As per the requirement of GCF’s Information Disclosure Policy (IDP), CDB will ensure disclosure of the PPF
outputs in its website (http://caribank.org) to ensure they are publicly available for use by relevant actors in the country.

E. Budget Details and Disbursement Schedule

15. A detailed budget has been provided as a separate annex due to the fact that: (i) it contains confidential information;
and (ii) public disclosure of this information could affect the competitiveness of the procurement process.

Disbursement and Reporting Schedule:

16. The disbursement schedule is described below, and summarized (along with the indicative reporting schedule) in
the table further below.

o 1st Tranche: 90% of the total grant will be disbursed upon effectiveness of the Grant Agreement and also
upon fulfilment of the disbursement conditions specified in the Grant Agreement and Standard Conditions.

o 2" Tranche: 10% of the total grant will be transferred upon submission of a project completion report and

final Audit Report. Submission of the completion and audit report will be furnished in line with the timeline
agreed in the Grant Agreement.

Indicative disbursement and reporting schedule

Month 1 ‘ Month 7 Month 13 Month 14
First disbursement (90% First progress report Submission of completed Completion and audit
of GCF Proceeds). submitted by CDB (once funding proposal and reports submitted by CDB.
drafts of the baseline annexes.

assessments and other
reports that will inform the
feasibility study
[deliverables 1-5] are
complete).

Final disbursement (10%
of GCF Proceeds) upon
review/approval of
Completion Report by
GCF Secretariat.
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Project/Programme Title: Climate resilience of the water sector in The Bahamas
Country(ies): The Bahamas
National Designated

Authority(ies) (NDA): The Ministry of the Environment and Housing

Accredited Entity(ies) (AE): Caribbean Development Bank (CDB)
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Notes

The maximum number of pages should not exceed 12 pages, excluding annexes.
Proposals exceeding the prescribed length will not be assessed within the indicative service
standard time of 30 days.

As per the Information Disclosure Policy, the concept note, and additional documents
provided to the Secretariat can be disclosed unless marked by the Accredited Entity(ies) (or
NDAs) as confidential.

The relevant National Designated Authority(ies) will be informed by the Secretariat of the
concept note upon receipt.

NDA can also submit the concept note directly with or without an identified accredited entity
at this stage. In this case, they can leave blank the section related to the accredited entity.
The Secretariat will inform the accredited entity(ies) nominated by the NDA, if any.
Accredited Entities and/or NDAs are encouraged to submit a Concept Note before making
a request for project preparation support from the Project Preparation Facility (PPF).
Further information on GCF concept note preparation can be found on GCF website
Funding Projects Fine Print.
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A. Project/Programme Summary (max. 1 page)

A, Proiect or broaramme Project A.2. Public or private Public sector
1. 1Tl prog O Programme sector O Private sector

A.3. Is the CN submitted in . - O Confidential

response to an RFP? Yes [ No X A.4. Confidentiality Not confidential

Mitigation: Reduced emissions from:

O Energy access and power generation
U Low emission transport
) O Buildings, cities and industries and appliances
A.5. Indicate the resulit n Forestry and land use
areas s L0 Adaptation: Increased resilience of:
project/programme . '
U Most vulnerable people and communities
X Health and well-being, and food and water security
Infrastructure and built environment
O Ecosystem and ecosystem services

Direct: approx. 173,600
. e e o
A.6. Estimated mitigation AT Estimated people (46% of the

impact (tCO2eq over | N.A. adaptation impact population).

lifespan) Indirect: 381,000 people
(100% of the population).
A.8. Indicative total project | Amount: A.9. Indicative GCF .
cost (GCF + co-finance) USD 49,875,000 funding requested Amount: USD 26,512,500
A.10. Mark the type of
financial instrument | X Grant [ Reimbursable grant [ Guarantees [ Equity
requested for the GCF | O Subordinated loan Senior Loan [ Other: specify
funding
A.11. Estimated duration of | Disbursement period: 6 years A'1.2' A
. . i project/ Programme | 20 years
project/ programme: Repayment period: TBD :
lifespan
A.13. Is funding from the X Aorl-1
Project Preparation Facility | Yes X No J A.14. ESS category | LIBorl-2
requested? O0Corl-3
A.15. Is the CN aligned with A.16. Has the CN
your accreditation | Yes X No J been shared with | Yes X No OJ
standard? the NDA?
A.18. Is the CN
A17. AMA signed (if included in the
submitted by AE) Yes X No [J Entity Work | Yes X No [
Programme?

Climate change poses a severe threat to the water sector in The Bahamas, which is
already vulnerable and is likely to become increasingly so as projections suggest that
temperatures in The Bahamas are likely to increase, rainfall is likely to decrease, storms
may increase in intensity and sea levels are likely to rise. In response to these challenges,
this project aims to enhance the resilience of the water sector in The Bahamas to
safeguard the country’s water security in a changing climate. The project will accomplish
A.19. Project/Programme | this by: (i) strengthening the foundations for more evidence-based policy- and decision-
rationale, objectives and | making on climate change and the water sector; (ii) supporting relevant stakeholders to

approach of | apply this knowledge to the development and implementation of a more coordinated and
programme/project (max | coherent policy and governance framework; and (iii) scaling up investment on highly
100 words) vulnerable islands to enhance the resilience of the water system and services. In so

doing, the project will deliver tangible climate change adaptation benefits while also
equipping government and non-government stakeholders to work together to continue
strengthening the resilience of the water sector beyond project closure. The project will
be coordinated by the Caribbean Development Bank (CDB) as the Accredited Entity, and
executed by the Water and Sewerage Corporation (WSC) of The Bahamas as the
Executing Entity.
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B. Project/Programme Information (max. 8 pages)

B.1. Context and baseline (max. 2 pages)

Climate impacts, vulnerabilities and adaptation needs

The Bahamas belongs to a group of countries known as small island developing States or SIDS. There are many
challenges that derive from small size, which are magnified by the fact that many island States are not only small but are
themselves made up of a number of small islands. The Bahamas consists of over 700 islands, although 95% of the
population live on 7 islands' with main population centres concentrated on New Providence and Grand Bahama. The
Bahamas has already experienced impacts from changes in climate, including sea level rise, coastal erosion and drought.
The country, like the rest of the Caribbean region, also has a history of suffering major impacts from destructive storms
and hurricanes. In 2017, The Bahamas was hit by two consecutive Category 5 hurricanes, Irma and Maria, causing
damage to infrastructure and evacuation of affected islands2. These impacts came shortly after Hurricanes Joaquin
(2015) and Matthew (2016) inflicted significant damage on The Bahamas. The country was subsequently hit by Hurricane
Dorian in 2019 — a Category 5 hurricane that is estimated to have caused over USD 3 billion in damages. These impacts
have had dramatic negative impacts on economic development across The Bahamas, and are only expected to become
more pronounced over the coming decades as a result of climate change.

The Fifth Assessment Report (AR5)3 of the Intergovernmental Panel on Climate Change (IPCC) provides clear evidence
that the global climate is changing, and that SIDS are on the frontline of these changes. It demonstrates that for SIDS,
climate change represents an existential threat and the economic cost of adapting to the impacts of climate change is
high. Global Circulation Model (GCM) projections from a 15-model ensemble indicate that The Bahamas may experience
the following impacts.

e Temperature rise: The Bahamas may experience warming of mean annual temperature of between 0.8°C to
1.9°C by the 2050s and 1.0°C to 3.2°C by the 2080s, relative to the 1970-1999 mean. The ranges reflect
minimum and maximum projections under three emissions scenarios (A2, high emissions; A1B, medium high
emissions; and B1, low emissions) from the Special Report on Emissions Scenarios (SRES). The rate of warming
is expected to be pronounced year-round, but particularly significant in the summer months (June-August).

e Changing precipitation patterns: GCM projections of future precipitation for The Bahamas span both overall
increases and decreases, but tend towards decreases in more models. Projected change in mean annual
precipitation range from -20 mm per month to 15 mm per month across the SRES A2, A1B and B1 emissions
scenarios. The more recent Representative Concentration Pathways (RCPs) scenarios were used in the IPCC’s
Working Group | AR5 report, which project that warm/wet season (summer) precipitation will likely decrease in
the Caribbean region over the coming century. This is consistent with other recent assessments that predict
declining annual average precipitation across the Caribbean, with the most pronounced drying during the wet
season from May to October.# In addition to the overall drying trends, recent models also predict that The
Bahamas and other Caribbean countries will have to grapple with increasingly intense precipitation events.®

e Increasing intensity of tropical storms: Climate modelling of projected changes in tropical storms is associated
with high uncertainty, however both the IPCC AR4 and AR5 reports conclude that projections suggest little
change in tropical storm frequency but a likely increase in intensity of tropical storms making landfall in the
Caribbean. Some recent models suggest that over the coming decades, rainfall associated with tropical cyclones
could increase by 20-30% (near centre of the storm) and 10% at radii of 200km or greater, and that maximum
winds speeds could increase by 2-11%.6 The impacts on a region that is already struggling to deal with the
fallout of such storms could be devastating.

TPAHO, 2007: Bahamas, Health in the Americas. Volume Il

2 ACAPS, OCHA & UNDP (Undated) Regional Overview: Impact of Hurricanes Irma and Maria. Conference Supporting
Document.

3 Nurse, L.A., R.F. McLean, J. Agard, L.P. Briguglio, V. Duvat-Magnan, N. Pelesikoti, E. Tompkins, and A. Webb, 2014:
Small islands. In: Climate Change 2014: Impacts, Adaptation, and Vulnerability. Part B: Regional Aspects. Contribution of
Working Group Il to the Fifth Assessment Report of the Intergovernmental Panel on Climate Change [Barros, V.R., C.B.
Field, D.J. Dokken, M.D. Mastrandrea, K.J. Mach, T.E. Bilir, M. Chatterjee, K.L. Ebi, Y.O. Estrada, R.C. Genova, B. Girma,
E.S. Kissel, A.N. Levy, S. MacCracken, P.R. Mastrandrea, and L.L. White (eds.)]. Cambridge University Press,
Cambridge, United Kingdom and New York, NY, USA, pp. 1613-1654.

4 Taylor et al., 2018. Future Caribbean Climate in a World of Rising Temperatures: The 1.5 vs 2.0 Dilemma. Journal of
Climate, Volume 31; Karmalkar et al., 2013. A review of observed and projected changes in climae for the islands in the
Caribbean. Atmosfera, 206. 283-309.

5 Ibid.

6 Ibid.
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e Sea-levelrise: Sea level rise projections for the Caribbean by 2100 relative to the 1980-1999 mean span a large
range, depending on the assumptions included in the model. They range from an increase of 0.13 metres (IPCC
B1) to 1.45 metres (Rahmstorf, 20077).

As a result of these climatic changes, The Bahamas will have to grapple with several key challenges in its water sector
to safeguard water security. These challenges, along with relevant baseline information, are outlined below.

a) Declining freshwater availability. Freshwater resources are already finite and vulnerable in The Bahamas. The
extent of freshwater resources is limited to very fragile freshwater ‘lenses’ in the shallow karstic limestone
aquifers. Due to the flat topography of the islands there is very little surface-water runoff and no freshwater rivers.
The ‘freshwater’ is derived from precipitation, lying on top of the shallow saline water as a ‘lens’, less than two
metres from the ground surface. With declining average precipitation in the wet (summer) season, increasing
temperatures throughout the year (thus increasing evaporation and evapotranspiration) and a potentially longer
and drier dry (winter) season, the frequency of droughts is expected to increase and the availability of freshwater
is likely to decline. These challenges will be particularly pronounced for the southernmost islands, which already
have more limited freshwater supplies due to the tendency for precipitation to decline from north to south through
the archipelago. At the same time, the prospects for expanding water supply through seawater reverse osmosis
(SWRO) is somewhat constrained. SWRO provides more than 50% of The Bahamas potable water supply, but
comes from groundwater sources due to limitations set on marine environment abstractions. Although SWRO
will continue to form an important part of the country’s system and efforts to safeguard water security, these
regulations limit the extent to which the country can depend on SWRO - a reality that reinforces the need to
pursue other solutions in parallel.

b) Increasing contamination of (already scarce) freshwater. Compounding the challenge of declining freshwater
availability is the fact that climate change will increase contamination of freshwater in The Bahamas. Increasingly
intense precipitation events and tropical storms, coupled with sea level rise, are expected to increase the
frequency and intensity of floods in The Bahamas. This is expected to increase turbidity and the rate at which
pollutants contaminate the islands’ groundwater lenses which (due to their shallow nature) are highly vulnerable
to anthropogenic pollution. Further exacerbating this dynamic is the fact that increasingly intense extreme
weather events may damage wastewater treatment and collection systems, flood septic tanks and thereby also
increase the risk of contaminated groundwater. Previous flooding in The Bahamas resulted in contamination of
the soil and groundwater with seawater, sewage, petroleum and agricultural pesticides® — occurrences that could
become more pronounced as climate change progresses. Furthermore, The Bahamas is already grappling with
sea level rise that is causing saline intrusion of aquifers. These challenges could become increasingly difficult to
manage as sea levels continue to rise over the coming decades.

c) Negative impacts on critical water infrastructure. More intense hurricanes and other extreme weather, as well as
heavier precipitation events, are expected to inflict significant damage on water storage, treatment and
distribution infrastructure in The Bahamas. This may disrupt efforts to reliably distribute water to end-users
throughout the country. This may also increase leakage rates precisely as the country is grappling with declining
freshwater availability. Indeed, the government is currently working to reduce non-revenue water (NRW) rates in
recognition of the fact that this constitutes an effective way to address looming water supply shortages, but these
efforts could be undermined unless concerted and immediate action is taken.

The confluence of these challenges points to the need to enhance the climate resilience of the water system in The
Bahamas. To do so, the country must: (i) address looming water supply challenges by reducing water demand and
leakages, improving water-use efficiency and increasing water storage capacity; (ii) reduce the risk that scarce freshwater
sources will be contaminated during tropical storms, floods and other extreme events; and (iii) increase the resilience of
critical water infrastructure to ensure the system can efficiently deliver water to those who need it despite the cascading
impacts of climate change. This will require considerable public investment, but also improved water sector governance
and decision-making. Key water sector stakeholders in The Bahamas must be equipped to better identify and respond to
climate change risks as they continuously adapt to the evolving realities of climate change.

The recent COVID-19 outbreak has reinforced the critical importance of safeguarding water security in a changing climate.
Indeed, proper sanitation and hygiene require reliable access to safe water. Climate change-induced disruptions to the
water supply would therefore not only have economic consequences, but could also have profound impacts on human
health and well-being. These are not abstract of hypothetical scenarios for The Bahamas, which will still be grappling with
the COVID-19 pandemic as it enters the 2020 hurricane season — a reality that further reinforces the need for (and
urgency of) the support included in this project.

7 Rahmstorf, S. (2007). A Semi-Empirical Approach to Projecting Future Sea-Level Rise. Science, 315(5810), 368-370.
8 US Army Corps of Engineers, 2004: Water Resources Assessment of The Bahamas.
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Baseline scenario — Ground level

The available data on freshwater water resources in The Bahamas is generally outdated and thus unreliable. This is
among the challenges that the country must urgently address to mount a more coordinated and effective response to
climate change. For example, the available data on water resources from freshwater lenses (a key source of freshwater
in The Bahamas) is from assessments and censuses that are more than a decade old, as outlined in Table 1 (below).
The paucity of evidence and the lack of an evidence-based culture for decision-making have often resulted in sub-optimal
use of existing resources and the prolonged execution of ineffective policies.

In general, water resources vary between islands and the supply-demand balance is highly dependent on population
density. New Providence (the main population centre) has far less water available in freshwater lenses than is needed,
and therefore relies heavily on reverse osmosis plants. Although there is not yet a net shortage of water on many islands,
the population centres have a major deficiency.

Table 1: Freshwater resources in The Bahamas

Island Size Freshwater | LensArea/Size | Max. Daily | Water Total
(Acres) Lens (Acres) Abstraction | Available Population
MIG) (IG/D) 1990
Person 1990 | Census
Census
Abaco 415,360 116,280 0.28 79.10 7.906 10,003
Acklins 96,000 15,783 0.16 4.36 10,765 405
Andros 1,472,000 338,585 0.23 209.92 25,672 8,177
Bimini 7,040 395 0.06 0.17 104 1,639
Cat Island 96,000 14,774 0.15 6.80 4,005 1,698
Crooked Is. 58,900 5,923 0.10 1.74 4,223 412
Eleuthera 128,000 16,599 0.13 8.13 768 10,584
Exumas 71,680 6,586 0.09 2.90 816 3,556
Grand 339,200 147,884 0.44 93.17 2,278 40,898
Bahama
Gt, Inagua 383,360 3,571 0.01 0.86 873 985
Long Island | 147,200 9,301 0.06 2.88 977 2,949
Mayaguana | 70,400 0.03 0.65 2,083 312
New 51,200 2,340 0.34 9.63 60 172,196
Providence
TOTAL 3,336,340 695,524 0.208 420.31 60,530 253,814

Source: IWRM Plan Bahamas Report (Final Report Feb 07)

Information on water infrastructure and water usage is more reliable and recent. For example, according to the recent
Smart Water Associated Study (2016), water consumption rates were approximately: 50 imperial gallons per day on New
Providence (average 4 people per dwelling); 100 imperial gallons per day on Eleuthera in part due to tourist consumption
(average 3 people per dwelling); and 35 imperial gallons per day on the other Family Islands (average 3 people per
dwelling). Furthermore, according to the 2010 census, about 94% of households in The Bahamas have access to piped
water on their premises. More detailed information on water access is included in Table 2 (below).

Table 2: Household access to water

Type of access Households (2010) Percentage
Public piped into dwelling 63,438 62%

Public piped into yard 1,749 2%

Private piped into dwelling 31,763 31%

Private not piped 2,920 3%

Public standpipe 1,036 1%

Public well or tank 93 0%
Rainwater system 1,111 1%

Other 648 1%

Total 102,758 100%

Source: Hydroconseil Report A1, page 8

Agricultural practises have negatively impacted the water quality of The Bahamas. Studies on water quality have found
traces of pesticides within the available freshwater. Floods are a particular problem in agricultural landscapes due to the
erosion of the topsoil and the flushing of pesticides, fertilisers, animal waste and sewage into water sources. There is
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also increasing evidence of contaminants such as hormones, endocrine disruptors and drugs in the water supply. To
safeguard water security in a changing climate, it is essential that The Bahamas minimize the extent to which climate
change exacerbates these trends and risks.

Baseline scenario — Institutional level

The Bahamas is grappling with institutional challenges that exacerbate its vulnerability to climate change. Prominent
among them is the fact that the management of water resources is spread across multiple governmental agencies and
corporations that struggle to coordinate and properly regulate the sector. The Bahamas Water and Sewerage Corporation
(WSC) is the country’s main water supplier. The Corporation is a wholly owned Government organisation under the
jurisdiction of the Minister of Works and Urban Development. The Water and Sewerage Corporation Act of 1976
established WSC and defines the responsibilities of the Corporation. WSC has a Water Resource Management Unit
(WMRU) to manage water resources and water quality®. However, regulation of the water sector is still in its nascent
stages in The Bahamas, as in many other Caribbean countries. Many other organisations are also stakeholders in water
resource management and have responsibilities in the sector, including The Bahamas Environment, Science and
Technology Commission; Fisheries and Local Government; Ministry of Agriculture; Department of Environmental Health
Services; Department of Lands and Surveys; and the Department of Physical Planning. However, there is currently no
single entity in The Bahamas that has both the mandate and capacity to convene and coordinate these different entities,
as well as the numerous private sector stakeholders that shape water use in the country. Enhanced collaboration among
these stakeholders will be essential as The Bahamas seeks to better map its existing water resources, understand their
vulnerability to climate change, and mount appropriate and coordinated response measures.

Further compounding these challenges is the fact that The Bahamas does not currently have an independent water utility
regulator that can (among other functions) set tariffs in a reliable and evidence-based manner, building on good economic
practice. As a result, tariff structures and other regulatory issues are occasionally decided without due consideration to
the financial soundness of the water utility and the actual costs of supplying water to end-users. This has further limited
the capacity of WSC to respond to the threats that climate change poses to the country’s water supply and water system.

The weaknesses in water governance in The Bahamas and the inability of these governance structures to address the
water challenges associated with climate change'® are compounded by other critical issues such as supply-driven
management, fragmented and subsector approaches to water management, lack of information, inadequate technical
competencies, and low levels of investment in the water sector''. High levels of non-revenue water (NRW) are a reflection
of these persistent governance challenges, and also exacerbate these issues. In a 2014 assessment of the water sector
in the Caribbean commissioned by CDB, Cole Engineering estimated that overall nation-wide NRW rates in The Bahamas
were around 50%.'? This is consistent with more recent national data, which indicates that NRW rates are typically
between 30-60% on many islands in The Bahamas.

Baseline scenario — Policy level

The water sector is clearly identified as a national priority for climate change adaptation in the first Nationally Determined
Contribution (NDC) for The Bahamas, and previously in the National Climate Change Adaptation Policy. Ensuring long-
term reliable access to water and sanitation is also integrated within Goals seven and nine of the Draft National
Development Plan of The Bahamas.

Despite the emphasis on the water sector within national climate change and development policies, The Bahamas
currently lacks a coordinated national water policy or plan that considers the needs of (and guides) other sectors and
sectoral stakeholders. The legal framework that guides the management of the water sector is more clear, but needs to
be updated to reflect the evolving (physical and institutional) conditions and challenges with which the sector must
grapple. Key legislation governing the water sector includes: the Water Supplies (Out Islands) Act — 1953; the Out Island
Utilities Act — 1965; the Water and Sewerage Corporation Act — 1976; the Public Utilities Commission Act — 1993; and
the Utilities Regulation and Competition Authority Act — 2009. As a result of these weaknesses in the policy and legislative
frameworks in The Bahamas, decision-making and policy formulation often appear arbitrary and improperly focused. The
absence of such a plan is partly a function of the above-described governance challenges (i.e. diffused responsibility and
insufficient coordination). It is therefore essential that the country address these policy and governance issues in tandem.

9 BEST., 2005: National Environmental Management Action Plan for The Bahamas. Ministry of Agriculture and Fisheries,
Nassau. The Bahamas Environment Science and Technology Commission

10 Global Water Partnership, 2014

" (Global Environment Facility Integrating Watershed and Coastal Area Management (GEF-IWCAM), 2008) (United
Nations Development Programme-DHI, 2007)

12 Caribbean Development Bank, 2014. Assessment of the Water Sector in the Caribbean — Prepared by Cole
Engineering.
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The lack of coordinated policy responses across sectors and empowered water resource management authorities are
allowing sub-optimal dynamics in other sectors to exacerbate challenges within the water sector. For example, there is
currently an absence of effective land use policies that have resulted in the degradation of watersheds and have
compromised the integrity of water sources. Furthermore, the increase in tourism over the past decade has exacerbated
water availability and quality challenges. WSC is the water provider mandated by the government, yet it has been
recorded that supplies to customers can be as litlle as 30% of total water demand. Private operators and tourist
developments 3 are the predominant cause of this low supply rate, having set up private wells to abstract water supplies.
This not only makes governance of water supply difficult, but the freshwater lenses are fragile and are easily contaminated
leading to environmental and health consequences.

Baseline scenario — Regional level

In response to the vulnerability of Caribbean SIDS to the impacts of climate change, the heads of government of the
Caribbean Community, CARICOM (an inter-governmental body comprising fourteen independent countries and six British
Overseas Territories) approved a ‘Regional Framework for Achieving Development Resilient to a Changing Climate’ in
2009. In 2012, the heads of government of the CARICOM region approved an implementation plan for the Regional
Framework. This implementation plan identified water as the most important cross-cutting issue for climate-compatible
development in the Caribbean.

While there are several regional institutions that are associated with the water sector, governance of the water sector at
the regional level is not well organised or coordinated. The Organisation of Eastern Caribbean States (OECS) has sought
to develop a common water policy and legislation for the Member States of the OECS. The Caribbean Community
(CARICOM) has not managed to coordinate a regional water sector development agenda through its Sustainable
Development Directorate, which has responsibility for the water portfolio. In recent years, the Caribbean Water and
Wastewater Association (CWWA) has attempted, through its annual High Level Forum, to provide a mechanism for
discussion of the critical issues confronting the water sector at the highest political and policy levels. As commendable
and necessary as this initiative by the CWWA has been, it lacks the requisite anchor within the official CARICOM legal
and institutional infrastructure.

A common and regionally coordinated response to climate change challenges in the water sector can be particularly
powerful in the Caribbean context. If underpinned by high-level political support (e.g. from the CARICOM Council for
Trade and Economic Development) this type of ‘regional movement’ can spur momentum for more ambitious action, and
provide an impetus for national and local decision-makers to follow through on commitments made. Regular ‘peer review’
meetings to jointly review progress in each country would further reinforce this dynamic. In addition, this type of regional
effort could also help achieve economies of scale in (for example) the procurement of crucial materials and equipment if
this is institutionalized and coordinated at the highest possible political levels — an approach that would be particularly
beneficial in the Caribbean given the small size of most countries. The Bahamas aims to be a driving force behind this
type of regionally coordinated response, while also ensuring that its accomplishments and lessons learnt — including
those emanating from this project — can be used by other countries to inform their own policy and investment decisions.

Pending gaps and barriers

In response to the above-described challenges, The Bahamas must urgently enhance the resilience of its water sector
to safeguard its water security in a changing climate. Several key barriers are currently inhibiting them from doing so:

(i) Public fiscal constraints. WSC is already struggling to generate sufficient revenue to cover its capital needs
and operating costs, which are particularly high due to the dispersed nature of the water system (i.e. across
multiple islands). Climate change will further reinforce these challenges, increasing the need for new
infrastructure while also increasing the costs of maintaining, repairing and replacing existing infrastructure.
Meanwhile, the central government also has limited fiscal space to cover such costs. The repeated impacts
of Category 5 hurricanes in 2017 and 2019 required significant public investment for post-disaster response,
recovery and redevelopment. The COVID-19 crisis has also negatively affected the government’s fiscal
situation and international credit rating. This will make borrowing on the open market for capital projects more
difficult and expensive.

(ii) Gaps in data and knowledge needed to inform policy- and decision-making. As outlined above, the current
understanding of existing water resources in The Bahamas, as well as how they will be affected by climate
change, is relatively limited. Without this information, coordinated and effective water sector governance to
respond to the impacts of climate change is simply not possible. This points to the need for more

3 Spencer, O., Nelson, M., Miller, S., Forsythe, C., Florestal, K., Saavedra, J.J., et al. 2010: IDB Country Strategy with
The Commonwealth of The Bahamas 2010-2014. Inter-American Development Bank, Washington D.C.
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comprehensive and regular assessments of water resources, as well as support to analyse this information
to enable relevant stakeholders to continuously assess how climate change will affect these resources.

(iii) Technical capacity constraints. Numerous key stakeholders whose mandates, work and decisions are
relevant to the resilience of the water sector lack the capacity to understand and assess the linkages between
their work/decisions, climate change and water security in The Bahamas. A stronger understanding of these
dynamics is needed to enable these entities to effectively use/apply relevant data and information to their
decision-making (as per barrier (ii) above), and to sustainably involve them in more coordinated efforts to
respond to climate change challenges in the water sector (as per barrier (iv) below). This points to the need
for a widespread capacity-building programme targeting relevant water sector stakeholders, including WSC.

(iv) Need to enhance coordinated policy and planning, and address associated governance challenges. The
current fractured approach to water resource management in The Bahamas — where responsibility is diffused
and policy- and decision-making remain uncoordinated — is limiting the country’s ability to safeguard water
security in a changing climate. To be effective and sustainable, these policy, planning and institutional
barriers must be addressed in tandem. This points to the need for a more coherent policy framework (covering
the water sector and relevant sub-sectors) guided by clear over-arching priorities for integrated water
resource management in The Bahamas. Relevant stakeholders must be brought together not only to define
such priorities (and the implications for their respective areas of work) but also coordinate their actions on an
ongoing basis. A single entity must be established/empowered to coordinate this joint work.

B.2. Project/Programme description (max. 3 pages)

The objective of this project is to enhance the resilience of the water sector in The Bahamas to safeguard the country’s
water security in a changing climate. The project aims to accomplish this by: (i) strengthening the foundations for more
evidence-based policy- and decision-making on climate change and the water sector; (ii) supporting relevant stakeholders
to apply this knowledge to the development and implementation of a more coordinated and coherent policy and
governance framework; and (iii) scale up investment on highly vulnerable islands to enhance the resilience of the water
system and services. In so doing, the project will deliver tangible climate change adaptation benefits while also equipping
government and non-government stakeholders to work together to continue strengthening the resilience of the water
sector beyond project closure.

The project components, sub-components and activities are described below.

Component 1: Strengthening the evidence base and decision support system for climate resilience in the water
sector. Under this component, the project will assist relevant government entities to establish, strengthen and operate
the systems needed to reliably generate and disseminate relevant information about the water sector, climate change
and the linkages between the two. In so doing, this component will facilitate the development of the robust evidence base
that will be used to underpin future policy- and decision-making in the water sector at the national level (including under
Component 2 of this project).

Sub-component 1.1: Develop and implement a national water Decision Support System (DSS) for climate informed
decision making that integrates environmental, social and economic data.

Activity 1.1.1: Establish and launch the DSS to enable evidence-based decision-making in the water
sector. This will include developing data and information management protocols for the DSS to set out the
processes for data collection, storage, analysis and dissemination, archival and disposal within the DSS.
This activity will also include the establishment of a data centre to host the DSS and provide the computing
capacity for big data analytics within the DSS, and will directly support the collection of data to be
used/integrated within the DSS by (inter alia) procuring and installing the instrumentation and equipment
needed to collect data on sea level rise, the status of aquifers, saline intrusion and other forms of
groundwater contamination and pollution, streamflow, flood mapping and wastewater. The DSS is also
expected to draw on data and inputs from a range of other available sources, including meteorological,
climatological and hydrological data from the national level (e.g. Department of Meteorology) and regional
level (e.g. Caribbean Institute for Meteorology and Hydrology), and will aim to be linked with available early
warning systems/expertise (e.g. in the National Emergency Management Agency, NEMA).

Activity 1.1.2: Support the implementation of the DSS. Under this activity, the project will strengthen
relevant stakeholders’ capacities to analyse and interpret water data within the DSS to monitor and assess
climate change impacts on water resources. This is expected to include training and other hands-on
support to assist national stakeholders to administer, operate and maintain the DSS, with a view to
ensuring they are fully equipped to continue operating the system after project closure.
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Activity 1.1.3: Develop accurate models to predict the impacts of extreme weather events and slow onset
events (incl. sea level rise) on the water sector, as well as national early warning systems (e.g. drought
forecasting) that will build on this modelling and other data to forecast looming water-related crises. This
activity will also include training on the use of such systems.

Sub-component 1.2: Establish a regular national water resource assessment cycle to inform climate-responsive
planning.

Activity 1.2.1: Strengthen capacities to monitor key water-related variables and water system performance
metrics at regular intervals. This will include establishing a periodic national water census to quantify and
value water resources as part of the work programme of the national statistics department. The project will
directly support this census during the project implementation period (drawing in part on the data
generated through the DSS), as well as strengthen technical capacity in the statistics department to
continue administering this census after project closure. Under this activity, the project will also set
standards and benchmarks to allow for accurate measurement of progress in relation to climate-impacted
variables (supply demand deficit, deployable output) and comparison with international best practice.

Activity 1.2.2: Document and disseminate information on water resources, water sector management and
climate change adaptation. This will include institutionalising the production of an annual State of the Water
Sector Report as a joint undertaking by the government, the regulator and the water utility company.
Among other benefits, this report will inform policy makers, water users and the water utility about where
investments need to be made to manage climate related risks. Under this activity, the project will also
document success stories and good practices from the project (drawing on the results of components 1, 2
and 3) from which other countries can learn.

Component 2: Strengthening relevant policy and governance frameworks in The Bahamas to enable coherent
planning and action to enhance climate resilience of the water sector. Under this component, the project will work
with relevant stakeholders whose mandates, decisions and actions are relevant to (and affect the trajectory of) the water
sector to pursue more coordinated and coherent approaches to managing water resources in a changing climate. It aims
to improve the enabling environment for climate resilient integrated water resource management at the national level,
drawing in part on the knowledge generated and systems established under Component 1. In so doing, Component 2 will
equip relevant stakeholders to continue addressing key climate change challenges after project closure.

Sub-component 2.1: Enhance water sector governance by strengthening capacities to coordinate to implement
Integrated Water Resources Management (IWRM).

Activity 2.1.1: Develop and execute a training programme to improve technical capacity in the government,
the water utility and the private sector to understand and manage climate impacts on the water sector.
This activity will draw on the insights and information gained through component 1 activities to enhance
understanding and capacity among the broader range of stakeholders whose support is needed for the
successful implementation of IWRM approaches. Under this activity, the project will also work with the
national water resources agency (to be established under Activity 2.1.2) to organize multi-media
awareness-raising campaigns to promote more efficient water use and wastewater management, thereby
encouraging a broader range of (large and small) stakeholders to contribute to IWRM objectives.

Activity 2.1.2: Establish new government entities needed to improve water sector governance. This will
include: (i) a national water resources agency mandated to protect and enhance the water environment
and facilitate IWRM; and (ii) an independent national water utility regulator mandated to establish and
monitor standards and benchmarks, protect consumer interests and set tariffs based on good economic
practice.

Activity 2.1.3: Establish a coordination mechanism that will enable more coherent water-related policy-
making, decision-making and action on the ground. This coordination mechanism will facilitate effective
coordination among public sector entities (i.e. water management agencies and agencies responsible for
policy formulation and programme implementation in climate change and disaster risk reduction) as well
as between the public and private sectors. The newly established water resources agency responsible for

4 Note that this water sector regulatory function may be added to the existing mandate of the Utilities Regulation and
Competition Authority (which currently regulates telecommunications and electricity) or given to a new and independent
entity. The merits and feasibility of these two options will be assessed and discussed with relevant government stakeholders
during the design and preparation stage.
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IWRM (Activity 2.1.2) will play a central role in this coordination mechanism. Among other benefits, this
mechanism will facilitate the execution of activities under sub-component 2.2.

Sub-component 2.2: Improve national policy and legislative frameworks to promote coordinated and coherent
action toward a climate-resilient water sector in The Bahamas.

Activity 2.2.1: Develop a national water policy that will guide the country’s efforts to transition toward a
more sustainable and climate-resilient water sector. This will include setting targets to ensure that the
objectives of the national water policy are met and that the ambitions of the Nationally Determined
Contribution (NDC) for The Bahamas, as well as the targets of Sustainable Development Goal 6, Clean
Water and Sanitation, are achieved.

Activity 2.2.2: Develop and make provisions for appropriate enforcement of legislation to facilitate the
requisite institutional architecture and the pursuit of policies and programmes that will ensure sustainable
management of water resources and pollution control.

Activity 2.2.3: Incorporate climate resilience and disaster risk reduction policies and plans into sectoral and
national development plans by implementing the priority action areas and principles of the Sendai
Framework for Disaster Risk Reduction. Establish a mechanism at the national level to ensure coherence
and synergies between the national water sector plans and all other sectoral or national development
plans or public sector investment programmes.

Component 3: Building climate resilience in the water system and water services. Under this component, the project
will scale up investment on highly vulnerable islands of The Bahamas to address key climate change challenges, namely:
declining freshwater availability; increasing risks of freshwater contamination; and negative impacts on critical water
infrastructure. In so doing, this component will deliver tangible and valuable adaptation benefits for a sizeable proportion
of the population of The Bahamas. This component must focus on a subset of the numerous islands in the country to
ensure it properly responds to their complex needs — achieving significant progress in ‘transforming’ the way water
resources are managed on these islands. Although the final targeting will be based on a multi-criteria analysis that will
assess the relative vulnerability of islands in The Bahamas, the following islands have tentatively been identified as being
particularly vulnerable and requiring the envisaged support: Abaco; Bimini; North Andros; South Andros; New Providence;
Eleuthera; Long Island; Cat Island; Exuma; Ragged Island; and Acklins.

The investments included in this component will also leave WSC and other key stakeholders in a better position
(financially, technically) to continue addressing similar climate change challenges on other islands of The Bahamas after
project closure — drawing on the evidence base (Component 1) and enhanced policy and governance frameworks
(Component 2) also supported by this project. When further designing and implementing the measures included under
this component, CDB and WSC will aim to maximize energy efficiency gains to reduce energy use and associated
greenhouse gas emissions from the water sector.

Sub-component 3.1: Address water supply-demand imbalances to adapt to declining freshwater availability.

Activity 3.1.1: Reduce levels of non-revenue water (NRW). This may be done by: repairing and replacing
damaged or aging infrastructure; enhancing pressure management; improving the quality and sourcing of
materials used (including by establishing a program to certify that materials are ‘fit-for-purpose’, in line with
international best practice); and improving metering of water supplies and measures to reduce theft of
water.

Activity 3.1.2: Improve water storage infrastructure, both for untreated and treated water at the national
level, municipal level and encouraging investments in increased water storage at the domestic and
commercial levels.

Activity 3.1.3: Develop contingency plans for situations of acute water scarcity, and procure the equipment
(e.g. small-scale desalination facilities) needed to implement them.

Activity 3.1.4: Improve water use efficiency and wastewater management to reduce water demand. This
will include developing tertiary treatment for the effective management and reuse of wastewater as a
resource in sectors such as tourism (landscape irrigation) and agriculture (irrigation and fertilizer). Under
this activity, the project will also explore options to establish incentives that encourage water use efficiency
or sanctions that penalize inefficient behaviour.

Activity 3.1.5: Procure and install RE capacity at two existing RO plants that are critical to the water supply
within the project area. By powering these RO plants with RE, the project will improve the long-term
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financial viability and sustainability of these plants — thereby reinforcing their capacity to continue providing
critical water in vulnerable areas — while also reducing the GHG emissions of the water system.

Sub-component 3.2: Improve drainage and wastewater management to reduce the risk of freshwater
contamination during climate-related extreme events.

3.2.1: Extend the existing sewerage network to provide wastewater connection for dwellings with
wastewater soakaways in coastal areas that are vulnerable to sea level rise.

3.2.2 Increase capacity of wastewater treatment works to accommodate additional load from Activity 3.2.1.

3.2.3 Implement sustainable drainage systems to mitigate flooding, reduce loading on sewerage network
and provide amenity and biodiversity benefits for managing rainwater runoff from intense and frequent
storms.

Sub-component 3.3: Enhance the resilience of critical water infrastructure to maintain water system integrity in the
face of increasingly intense extreme weather events.

Activity 3.3.1: Retrofit water storage, treatment and distribution infrastructure to better withstand the
impacts of climate change and extreme weather events.

Theory of change

The successful implementation of these components will enable a transformation towards a climate-resilient water sector
in The Bahamas. The paradigm shift would need behavioural change triggered through appropriate governance,
regulation, incentives and awareness raising, the participation of citizens and businesses in becoming more water-
efficient, and the provision of sufficient and reliable water infrastructure. This is summarized in Annex 1.

Regulatory and legal framework

The regulatory and legal framework that governs the water sector in the Caribbean varies from country to country and
one of the components of this project will be to strengthen the regulatory and legal framework. In The Bahamas, WSC is
responsible for the control and administration of water resources. Existing water sector regulation and law based on the
Water and Sewerage Corporation Act (1976) focusses on the provision of sustainable water supply, ensuring standards
and techniques for the investigation, protection, management and administration of water, the prevention of water
pollution and coordination of water distribution. Guided by the Environmental Planning and Protection Act (2017), the
government has developed plans for the Department of Environmental Planning and Protection to collaborate and work
in consultation with any relevant Ministry or body to ensure the sustainable management of water and natural resources.
The activities in the proposal support the delivery of these focus areas.

Suitability of the Accredited Entity and Executing Entity
CDB is well placed to manage project implementation as the Accredited Entity, as it has an extensive track record of
delivering successful projects across the region and established partnerships with executing entities and implementing
partners across its Borrowing Member Countries (BMCs). CDB also has the technical expertise to successfully manage
water and climate change projects, which the Bank has consistently applied when implementing projects that are
comparable in size to this proposed project in The Bahamas. Examples include:
e The Bahamas Water Supply Improvement Project (WSIP) (under implementation with WSC, total cost of about
USD 41.8 million).
e Sixth Water (Vieux Fort Water Supply Redevelopment) Project in Saint Lucia (under implementation, total cost of
about USD 24.2 million).
e Water Supply Network Upgrade Project in Barbados (under implementation, total cost of about USD 44.3 million).

The Executing Entity for the project will be the Water and Sewerage Corporation (WSC) of The Bahamas. WSC is a
wholly owned Government organization, entrusted with managing, maintaining, distributing and developing the water
resources of The Bahamas. WSC is ideally placed to lead day-to-day execution of the project as the Executing Entity,
and will collaborate closely with other government and non-government stakeholders when delivering project activities.
WSC not only has considerable technical capacity in the areas that are included in the proposed project, but also has a
strong track record of executing projects of similar (or greater) size, including:
e The Bahamas Water Supply Improvement Project (under implementation with financing from CDB, total cost of
about USD 41.8 million).
e The Bahamas Humanitarian and Reconstruction Efforts (under implementation with financing from IDB, total
cost of about USD 100 million of which about USD 25 million is allocated to water/sanitation managed by WSC).
e New Providence Water Supply and Sanitation Systems Upgrade (project completed with financing from IDB,
total cost of about USD 81 million).
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Risk management

Financial risks include:
e Budget overrun (Risk level: medium; Risk probability: medium; Risk mitigation potential by project: high). To be
mitigated through strong CDB project management procedures.

Operational risks include:

e Increased protection of aquifers and their use for the water supply might induce user conflicts (Risk level: low;
Risk probability: low; Risk mitigation potential by project: high). To be mitigated through stakeholder and
community participatory approaches.

e Potential tariff increases might affect the low-income groups of society (Risk level: medium; Risk probability:
medium; Risk mitigation potential by project: medium)

e Higher water consumption due to improved availability (Risk level: medium; Risk probability: medium; Risk
mitigation potential by project: high)

e Legislation not being enacted within the requisite timeframe (Risk level: low; Risk probability: medium; Risk
mitigation potential by project: medium).

e Extreme weather events may disrupt project implementation, causing delays and/or inflicting significant damage
on the infrastructure in which the project has invested (Risk level: high; Risk probability: medium; Risk mitigation
potential by project: medium). To be mitigated in part by ensuring that project-financed infrastructure will be
resilient to such negative impacts to the extent that is possible and cost-effective, bearing in mind that resilience
to (e.g.) Category 5 hurricanes is in some cases not feasible and/or cost-effective.

B.3. Expected project results aligned with the GCF investment criteria (max. 3 pages)

Impact potential
The project will have an adaptation impact and contribute to increased climate-resilient sustainable development in The
Bahamas. The potential impacts on the relevant GCF assessment factors are:

e Expected total number of direct and indirect beneficiaries, (reduced vulnerability or increased resilience); number
of beneficiaries relative to total population (PMF-A Core 1), particularly the most vulnerable groups:

o Context:

= The final targeting of islands will be based on a multi-criteria analysis that will assess the relative
vulnerability of islands in The Bahamas, and prioritize them (and interventions and investments
for each) largely on the basis of this vulnerability and the associated needs of the islands’
inhabitants. At the concept note stage, the following islands have tentatively been identified as
being particularly vulnerable and requiring the envisaged support: Abaco; Bimini; North Andros;
South Andros; New Providence; Eleuthera; Long Island; Cat Island; Exuma; Ragged Island; and
Acklins.

= The project will primarily support investments and other interventions at the utility scale. With a
select few exceptions (i.e. Activity 3.1.2), the project will not directly target subsets of the
populations on these islands to deliver more localized support. Guided by the precedent set by
other approved GCF projects that primarily deliver their benefits at the scale of the utility (e.g.
FP091 in Kiribati), the proposed project in The Bahamas project is therefore expected to benefit
all businesses and households on the targeted islands that have connections to the water utility
and depend on WSC for their water supply. To avoid potential double-counting (bearing in mind
that all businesses on a particular island are staffed by members of households on those same
islands), the direct beneficiaries are therefore considered to be all members of all households on
the targeted islands that have connections to the water utility.

o Direct beneficiaries: According to the 2018 Hydroconseil report, the collective population of the tentatively
targeted islands (those outlined above) is about 280,000 people, or about 73% of the population of The
Bahamas. According to the 2010 census, approximately 62% of households nationwide had water piped
into their dwellings that they accessed from the utility. As such, the project tentatively estimates that it
will directly benefit at least 62% of these 280,000 individuals, equivalent to about 173,600 people. This
is an initial tentative estimate that will be further refined during the project design and feasibility work,
including to account for: (i) the final selection of targeted islands; (ii) the final decisions regarding the
types of investments to be supported on each island; and (iii) more concrete estimates of the number of
households that access piped water from the utility on each island.
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o Indirect beneficiaries: Project support for enhanced information systems and national governance will
leave relevant stakeholders better equipped to address climate change challenges in the water sector
over the medium/long term, delivering far-reaching benefits for the entire country. As a result, this project
estimates that all 381,000 inhabitants of The Bahamas (100% of the population) will indirectly benefit
from the project. This estimate is based on the 2018 data from of The Bahamas Department of Statistics.

Expected reduction in vulnerability by enhancing adaptive capacity and resilience for populations affected by the
proposed activity, focusing particularly on the most vulnerable population groups and applying a gender-sensitive
approach: the project will enhance the adaptive capacity of the population directly through the measures
implemented to raise public awareness and indirectly through all other components of the project that will
strengthen the adaptive capacity of the water sector. The resilience of the population will be increased through
strengthening the ability of the water sector to cope with, and recover from, disruption, and anticipate trends and
variability in order to maintain services for people and protect the natural environment now and in the future.

Expected strengthening of institutional and regulatory systems for climate-responsive planning and development
(PMF-A 5.0 and related indicator(s)): Component 2 will strengthen water governance through climate responsive
planning, improved national institutional and legislative frameworks and mainstreaming climate change policies
in the water sector.

Expected increase in generation and use of climate information in decision-making (PMF-A 6.0 and related
indicators): Component 1 will facilitate the development of a robust evidence base that will be used to underpin
all policy formulation and decision making in the water sector. This evidence base will increase the generation
and use of climate information in decision-making.

Expected strengthening of awareness of climate threats and risk reduction processes (PMF-A 8.0 and related
indicator(s)): Components 2 and 3 address this indicator through activities to raise awareness among both the
public and professionals involved in the water sector and other activities in the project will enable a deeper
understanding of climate threats and risk reduction processes to be applied to management of the water sector.

Paradigm shift potential

The project will support The Bahamas to scale up investments aimed at enhancing the resilience of the country’s water
supply and water system to better cope with the impacts of climate change, while simultaneously equipping government
and other relevant stakeholders to continue assessing and adapting to climate change challenges in the water sector
after project closure. The Bahamas will be better positioned to increase investment and scale up relevant interventions
within the project area, as well as replicate project-supported practices on other islands. CDB will also be able to gather
valuable lessons that can be applied in other Caribbean countries that are grappling with similar challenges (beyond the
scope of this project). To accomplish this, the project will:

Sustainably improve data and information generation and management to enabled evidence-based decision-
making. This will equip relevant stakeholders (particularly WSC and other government entities, but also water
stakeholders from the private sector and elsewhere) to grapple with the cascading impacts of climate change on
the water sector over the coming years.

Raise awareness on climate change needs and the importance of a coordinated response. As outlined in Section
B.1, many water sector stakeholders lack a clear understanding of how climate change will affect water resources
in The Bahamas, as well as how they can (and should) respond. By addressing this barrier, the project will not
only lay the groundwork for more ambitious action among a wide range of water stakeholders and water users,
but will also increase the prospects for them to engage in a more coordinated multi-stakeholder approach to
water governance — a process that is also supported by the project (see below).

Improve water sector governance. To effectively safeguard water security in a changing climate, The Bahamas
will need to overcome its (currently) fractured approach to governing the sector, and enhance coordination and
collaboration among public sector entities, as well as between the public sector, private sector and other
stakeholders. The project will address these institutional needs and facilitate a coordinated effort to pursue IWRM
approaches. The project will also support the development of a more coherent water sector policy and legislative
framework to guide this coalition of stakeholders to pursue more coordinated and coherent action, drawing on
the enhanced data and knowledge generated through project-supported systems. This will leave the country
better equipped to continue enhancing water sector resilience within and beyond the project area.

Address critical infrastructure needs to adapt to climate change. The project will directly invest in enhancing the
resilience of the water supply and infrastructure on some of the country’s most vulnerable islands. This will not
only deliver important adaptation benefits for a sizable proportion of the population, but will also leave WSC better
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positioned (technically and financially) to continue addressing similar needs elsewhere in the country. This critical
mass of tangible adaptation benefits will also demonstrate the significant benefits of resilience-enhancing
investments to relevant public and private stakeholders (with whom the project will engage to promote IWRM).

Sustainable development potential

Climate resilience in the water sector underpins wider sustainable development objectives in The Bahamas, as
recognised in CARICOM'’s Regional Framework for Achieving Development Resilient to a Changing Climate. A reliable
water supply will support development of important economic sectors across the country, including tourism and finance,
which are the major contributors to The Bahamas economy. The outcomes of the project will therefore deliver the
foundation for progress towards achieving not only the sixth Sustainable Development Goal (SDG) on water, but also the
other SDGs.

Economic co-benefits

Economic co-benefits include the reduced cost of damages and more rapid recovery post-hurricane disasters, the
creation of short-term work opportunities in construction and installation of climate resilient infrastructure, as well as long-
term work in the maintenance of the climate resilient infrastructure. An additional co-benefit of the proposed project is the
reduced cost of on-going maintenance as well as reduced damage from extreme climate events in the long-term for all
climate resilient assets. These reduced maintenance costs will be estimated during the development of the Funding
Proposal and Feasibility Study.

Social co-benefits

In the months following extreme climate events such as hurricanes and floods, water services infrastructure can be non-
operational during repairs. However, with the optimising of efficient use of water resources to adapt to climate related
water scarcity (sub-component 3.1) on ensuring infrastructure can better withstand extreme weather events, more water
services will remain operational and the recovery of other services will be more rapid. By enabling water services to
remain operational, there will be improved health and safety provided to the population both during and following extreme
climate events.

Environmental co-benefits

Optimising of efficient use of water resources to adapt to climate related water scarcity will reduce the amount of water
extracted from groundwater resources. This will decrease the depletion and mitigate the extent of pollution of these
critically limited water sources. In addition, the project will aim to maximize energy efficiency in all investments in the
water system and water services (Component 3).

Needs of recipients

The Bahamas is already vulnerable to climate impacts including flooding, drought, storm surges and hurricanes. The
country has a history of suffering impacts from hurricanes, including significant damage to infrastructure. These impacts
have had negative impacts on economic development in The Bahamas, which is heavily reliant on tourism. The water
sector is particularly vulnerable and suffers impacts including water supply outages, water quality degradation, water
scarcity and infrastructure damage during climate related events. These impacts have huge consequences for
communities, the economy and the environment.

Climate change projections show that in The Bahamas, temperatures are likely to increase, rainfall is likely to decrease
on average with greater variability and seasonality in precipitation, storms may potentially increase in intensity and sea
levels are likely to rise. Sea level rise is of particular concern given the vulnerability of the shallow freshwater aquifers
that are precariously close to the projected rises. Furthermore, the tourism sector alone is estimated to suffer annual
losses of between US $869 million and US$946 million in the 2080s as a result of sea level rise's, affecting a large
proportion of the Bahamian economy.

Country ownership

The proposed project originates from the Regional Action Plan for the Caribbean Water Sector developed by CDB through
extensive consultation at the national and regional levels. National stakeholders have been involved in shaping the project
scope through early stakeholder engagement. It is therefore driven by nationally determined priorities for adaptation and
water sector development strategies. Actions on water sector climate resilience and disaster risk reduction are reflected
in the country’s Nationally Determined Contribution (NDC).

Efficiency and effectiveness

The project will create an enabling environment that will result in greater efficiencies and effectiveness in the water supply
system for all customers. Building capacity, improving management and better data will all contribute to this. The outputs
of the proposed project are largely public goods based on the climate-proofing interventions to be implemented in public
buildings as well as the intention to bring about behavioural change in government, the public sector, communities and

5 Caribsave, 2012: Climate Change Risk Profile for The Bahamas. The Caribsave Climate Change Risk Atlas (CCRA)




GREEN PROJECT / PROGRAMME CONCEPT NOTE Template V.2.2

D GREEN CLIMATE FUND | PAGE 14 OF 14

the private sector. Economic and financial analyses will be conducted as part of the Feasibility Study to support the
formulation of the Funding Proposal to quantify the economic and financial benefits and efficiency of the project.

B.4. Engagement among the NDA, AE, and/or other relevant stakeholders in the country (max 2 page)

The concept has gained high political buy-in, both at national and regional levels. Consultations during the development
of the funding proposal have involved WSC and the Ministry of the Environment and Housing in The Bahamas, as well
as key CARICOM regional institutions (CCCCC, CDEMA, CIMH, UWI-MONA, UWI-CERMES, CARDI and CARPHA),
other regional organisations (CWWA, CAWASA, PAHO, OECS and GWP-C), high-level country representatives
(Ministers for Water, Senior Advisors and Technical Experts) and key development partners (CDB and IDB).

Since 2004, the Caribbean Water and Wastewater Association (CWWA) and partners have coordinated and organized
the High-Level Forum of Caribbean Ministers Responsible for Water (HLF) on an annual basis. It has become a dedicated
forum for the Caribbean in which high level policy makers, technical experts and development partners meet to discuss
critical matters related to water and the endorsement and uptake of action by all the partners, especially political uptake
by CARICOM and others. The theme of the 12th Forum was “Building Resilience in the Water Sector: Investment and
Finance” and the Caucus of ministers agreed on a coordinated mechanism to enhance regional collaboration and action.

The 13th HLF in 2017 subsequently endorsed a White Paper dealing with Governance and Building Climate Resilience
in the Water Sector, derived from the findings of studies done by the Inter-American Development Bank (IDB) and the
Caribbean Development Bank (CDB) as well as related studies and documents prepared by regional water sector
partners. An expert Water Group was convened in 2017 and further Regional consultations held by CDB and PAHO in
Jan and Feb 2018. The final White Paper provided the basis of the Caribbean position at the World Water Forum (WWF8)
in Brasilia in March of 2018 and was subsequently refined and translated into a Regional Strategic Action Plan for the
Water Sector in the Caribbean.

In June 2018, over 50 regional water sector professionals from 17 Caribbean countries participated in a workshop at the
Caribbean Development Bank (CDB) as part of CDB’s Planning for the Integration of Climate Resilience in the Water
Sector in the Caribbean Project'®. Country participants identified their own individual country priorities and requested
regional support among a number of key areas including: Climate-resilient water governance; Climate-resilient water
resources management; Climate informed decision support; Building climate resilience in the provision of water services;
and Integrated climate resilient capacity building, education and information communication.

C. Indicative Financing/Cost Information (max. 3 pages)

C.1. Financing by components (max 2 page)

The GCF will be requested to provide approximately USD 26,512,500 to support the implementation of the project. This
is expected to include a senior loan amounting to approximately USD 18,000,000, which is expected to be complemented
by approximately USD 18,000,000 in loan co-financing from the CDB."” The remainder of the financing under the project
is expected to be provided as grants and in-kind contributions. These figures are tentative, and the overall financial
structure of the project — including the volume of GCF financing and co-financing within the loan component — is expected
to be further assessed during the feasibility and project design phase.

Component/Output Indicative | GCF financing Co-financing
cost Amount Financial Amount | Financial Name of
(USD) (USD) Instrument | (USD) Instrument | Institutions
1: Strengthening the evidence 5,750,000 5,750,000 Grant

base and decision support
system for climate resilience in
the water sector

2: Strengthening relevant policy 5,750,000 1,500,000 Grant 4,250,000 | Grant & in-| Government
and governance frameworks in kind
The Bahamas to enable coherent
planning and action to enhance

16 The project was funded under the African Caribbean Pacific-European Union-Caribbean Development Bank- Natural
Disaster Risk Management in CARIFORUM Countries programme, which aims to reduce vulnerability to long-term impacts
of natural hazards, including the potential impacts of climate change, thereby supporting the achievement of national and
regional sustainable development and poverty reduction goals.

7 The co-financing from CDB has not yet been approved by the Bank’s Board of Directors, but approval of this loan will be
sought/secured prior to submission of the funding proposal to the GCF Board.




GREEN PROJECT / PROGRAMME CONCEPT NOTE Template V.2.2

EL'J',:"DATE GREEN CLIMATE FUND | PAGE 15 OF 14

climate resilience of the water
sector

3: Building climate resilience in 36,000,000 | 18,000,000 Senior Loan 18,000,000 | Senior Loan CDB
the water system and water

services

Project management costs (PMC) | 2,375,000 1,262,500 Grant 1,112,500 | Grant & in-| Government
kind and CDB

Indicative total cost (USD) 49,875,000 | 26,512,500 23,362,500

C.2. Justification of GCF funding request (max. 1 page)

The water sector in The Bahamas faces many challenges such as those caused by climate change and climate
vulnerability. This includes also inadequate or even outdated governance arrangements that include lack of human
capacity, inadequate legal frameworks and lack of financing and investment in the sector, among others. All of these
challenges have compromised the ability of WSC and other agencies in the country to effectively and efficiently deliver
quality service to their public. The lack of both financial resources and internal capacity means that the resourcing and
the ability of the water sector to respond to increasing events, including climate change related issues, is weakened.
These challenges have become even more pronounced in 2019-20, as Hurricane Dorian and the COVID-19 pandemic
have had significant impacts on water sector revenues. Indeed, as a result of the combined effects of these crises —
including the government directive not to disconnect any water users during the COVID-19 pandemic to promote proper
hygiene and sanitation standards, irrespective of whether water users pay their bills — has resulted in more than a 60%
drop in revenue for WSC in the month of April 2020. Although revenue streams may partially recover over the coming
months, these developments have a significant impact on WSC’s ability to finance much-needed capital investments in
climate change adaptation. Indeed, across the Caribbean, the fallout from the COVID-19 pandemic is forcing many water
utilities to pause or even cancel capital projects due to their declining revenues — a development that could have
potentially devastating consequences over the coming months and years.

The current financial challenges are not limited to WSC. The Government of The Bahamas has had to grapple with
numerous major hurricanes in recent years, which have both negatively affected government revenue (due to reduced
tourism and other economic activity, and thus reduced tax revenue) and required considerable public investment to
support post-disaster recovery and redevelopment. These challenges have been further compounded by the COVID-19
pandemic and associated economic fallout, culminating in the recent credit rating by an international credit rating agency
of BB/Negative/B (from BB+/Negative/B). Given the Government of the Bahamas has limited resources to meaningfully
intervene to correct the challenges in the water sector, the resources and concessionality provided by the GCF would
bridge the gap and ensure the country can mount a more concerted response to the immense climate change challenges
it faces despite its current fiscal constraints and economic difficulties.

C.3. Sustainability and replicability of the project (exit strategy) (max. 1 page)

For all investments under Component 3, the entity/ies that will take ownership of the project-supported infrastructure and
equipment will be responsible for the operations and maintenance (O&M) of these assets. In many instances this
responsibility will fall to WSC, which will integrate major new infrastructure into its network and cover the associated O&M
costs after project closure. Similarly, WSC will be responsible for continuing to properly operate and maintain any existing
infrastructure that is repaired (e.g. Activity 3.1.1) and/or retrofitted (e.g. Activity 3.3.1) under the project. Importantly, the
project also includes measures that will help cover these additional O&M costs. For example, the NRW-related
interventions will not only help address looming supply-side shortages but will also increase revenue for the utility by
reducing commercial losses and reducing operating costs by reducing physical losses. Furthermore, project support to
establish an independent water utility regulator'® (Activity 2.1.2) will also facilitate the process of setting tariffs based on
good economic practices, which can further help address current revenue shortfalls and thereby better equip WSC to
more efficiently and effectively operate and maintain relevant infrastructure after project closure.

The project will also strengthen governance arrangements that must be sustained over the medium/long term to be fully
effective. One important element in this regard is the coordination mechanism to be established under sub-component
2.1. In practice, little/no recurring costs will be required to convene subsequent meetings of the members of this
mechanism. Post-project sustainability will be a function of whether relevant stakeholders remain interested in
participating. High-level government buy-in will therefore be essential to sustaining public sector participation — support
that will be reinforced and formalized during detailed project design. To enhance the likelihood of continued engagement
by the private sector, the project will promote recognition of the ways in which private entities benefit from the more
coordinated and effective approach to water resource management that these coordination mechanisms will support. This
in turn will be underpinned by the broader outreach and awareness-raising campaigns to be supported by the project.

'8 Either by adding water sector regulation to the mandate of the existing Utilities Regulation and Competition Authority, or
by establishing a new and independent entity to regulate the water sector.
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It is also important to ensure post-project sustainability of entities and services that are established/strengthened through
the project. In particular, it is envisaged that although GCF financing will help establish and cover the initial costs of the
new government entity to be established to coordinate IWRM, recurring costs will gradually be transferred to government
over the course of the project. At present, the expectation is that medium/long-term funding for this unit will come from
water abstraction licenses. Meanwhile, the recurring costs associated with Component 1 systems (e.g. data collection
and analysis for DSS) and services (e.g. water census, annual state of water report) will be covered by the relevant
government entities that will house and administer such services. The feasibility of this will be discussed with national
counterparts in detail during project design with a view to ensuring robust provisions are included in the funding proposal.

The project also includes provisions to enhance prospects for replicating its approaches and benefit streams after project
closure. For example, the project will better equip key national stakeholders to support other (non-targeted) islands in The
Bahamas to confront their climate change challenges in the water sector. It will do so by improving understanding of water
resources and climate risks (Component 1) and strengthening these stakeholders’ capacities to mount a coordinated
response to the identified challenges (Component 2). The project will also leave WSC in a better financial position to scale
up its support to these islands — including by helping address NRW issues and establishing an independent regulator that
pursue necessary tariff adjustments.

As a result of the project, CDB will also be better equipped to replicate successful approaches, investments and benefit
streams elsewhere in the Caribbean. Indeed, CDB is receiving a growing number of requests from its Borrowing Member
Countries (BMCs) to support them to enhance climate resilience in the water sector. This is expected to be a sizeable
area of work for CDB in the coming years, as many countries in the regions are grappling with similar challenges. This
has prompted the Bank to start developing larger multi-country programmes (including with GCF) that aim to respond to
climate change challenges in the water sector. However, the development of such multi-country programmatic
approaches is likely to require considerable time. This slower timeline is not suitable for The Bahamas due to its urgent
adaptation needs — owing to its pronounced vulnerability — but will enable CDB to draw on the experiences, good practices
and lessons learnt from this project to inform other support it will deliver throughout the region. Activity 1.2.4 is therefore
of paramount importance to the prospects for CDB to replicate the success of this project in other countries.

D. Supporting documents submitted (OPTIONAL)

Map indicating the location of the project/programme
Diagram of the theory of change

Pre-feasibility study

Evaluation report of previous project

O
[0 Economic and financial model with key assumptions and potential stressed scenarios
O
O
X  Results of environmental and social risk screening

Self-awareness check boxes

Are you aware that the full Funding Proposal and Annexes will require these documents? Yes No [J

. Feasibility Study

. Environmental and social impact assessment or environmental and social management framework

. Stakeholder consultations at national and project level implementation including with indigenous
people if relevant

. Gender assessment and action plan

. Operations and maintenance plan if relevant

. Loan or grant operation manual as appropriate

. Co-financing commitment letters

Are you aware that a funding proposal from an accredited entity without a signed AMA will be reviewed but
not sent to the Board for consideration? Yes No OJ
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Paradigm shift toward a climate-resilient sustainable development pathway.
More robustand reliable data and information are being used by publicand private stakeholders to pursue more coordinated and collaborative approaches to
addressingthe challenges that climate change poses to the country’s water supply and water sector, guided by the positive results achieved on a selection of islands
duringthe implementation of this project.

Important contributions toward achieving the objectives of:
*The first Nationally Determined Contributions (NDC)
submitted by The Bahamas.

*National Climate Adaptation Policy (2006).

Delivery against GCF adaptation core indicators, as well as the following Fund-level Impacts:
*A2.0 - Increasedresilience of (food and) water security.
*A4.0 - Increasedresilience of infrastructure and the built environment.

Assumption: Project-supported data
and information systems continue
to be operated, maintained and
used by relevant stakeholders to
inform policy and decision-making
in the water sector after project
closure.

Assumption: The newly established
national water resources agency and
independent water utility regulator
are well capacitated (technically and
financially) and effective.

country’s water sector.

Project Results

Relevant stakeholders have reliable
access to high-quality data and
information on water resources in The
Bahamas, as well as how climate
change is affecting these resources
(and will do so in the future).

Under the leadership of the new
national water resources agency,
public and private stakeholders are
collaborating to continuously refine
and deliver coherent policy and
planning for the water sector, and are
pursuing coordinated action on the
ground through IWRM approaches.

Assumption: Government and other relevant
stakeholders adopt, apply and fully utilize project-
supported information and data systems.

Assumption: Public, private and other stakeholders
willingly coordinate and collaborate.

Sub-Components and Activities to Overcome Barriers

Assumption: Public and private
stakeholders continue collaborating to
implement a more coordinated and
coherentresponse to the challenges
that climate change poses for the

Assumption: Project-supported
infrastructure is properly operated and
maintained after project closure,
delivering valuable benefits to WSC
and end-users in the project area, as
well as a clear example of the benefits
of resilience-building measures.

The water supply and water
infrastructure within the project area
are more resilient and better able to
provide reliable access to water
resources for vulnerable end-users
despite the impacts of climate
change.

Assumption: Project-supported investments in
water infrastructure and systems are well
implemented and aligned with local needs.

1.1: Develop and 1.2: Establisha 2.1: Enhance water | 2.2: Improve 3.1: Address water
implement a regular national sector governance national policy and | | supply-demand
national water water resource by strengthening legislative imbalances to
Decision Support assessmentcycle capacities to frameworks to adapt to declining
System (DSS) for to inform climate- coordinate to promote freshwater
climate informed responsive implement coordinated and availability.
decision making planning. Integrated Water coherent action

that integrates Resources toward a climate-

environmental, Management resilient water

social and (IWRM). sectorin The

economic data. Bahamas.

3.2: Improve 3.3: Enhance the
drainage and resilience of critical
wastewater water
management to infrastructure to
reduce the risk of maintain water
freshwater systemintegrity in
contamination the face of

during climate- increasingly
related extreme intense extreme
events. weather events.

Challenges

Public fiscal constraints, which are
becoming increasingly
pronounced with successive
devastating hurricane seasons and
the COVID-19 pandemic

1 Temperatures

- Average annual
precipitation, resulting longer
(and drier) dry seasons and
shorter (and drier) wet
seasons

A Storm and rainfall
intensity, and storm surge

1 Sea levels

Barriers to Transformation

Gaps in data and knowledge
needed to inform policy- and
decision-making

Technical capacity constraints in
key public sector entities, as well
as among other water sector

stakeholders (e.g. private sector)

Climate Change Rationale

High vulnerability due to the
hydrological and geological

features of The Bahamas,
including dependence on
rainfall and vulnerable
freshwater lenses.

e

=
=

Need to enhance coordinated
policy and planning, and address
associated governance challenges

Urgent need to address challenges

related to:

*  Declining freshwater availability.

¢ Increasing contamination of
(already scarce) freshwater.

*  Negative impacts on critical water
infrastructure that threaten to
undermine the integrity of the

water system.




MINISTRY OF THE ENVIRONMENT
AND HOUSING

Charlotte House

2" Floor North Wing

Charlotte & Shirley Streets

P.O. Box N-4849

Nassau, The Bahamas

Telephone: (242) 322-6005/6

Facsimile: (242) 326-4687 or (242) 322-6064

Ref.: MTE&H/ADM/78 January 22, 2020

The Green Climate Fund
Songdo Business District
175 Art Center-daero
Yeonsu-gu, Incheon 22004

Dear Sir,

Re: Climate Resilience of the Water Sector in The Bahamas

We refer to the Project Preparation Facility proposal, Climate Resilience of the Water Sector in The
Bahamas), for preparation of a programme to increase the climate resiliency of the water sector in
The Bahamas, and address the impacts upon a water sector of a highly vulnerable SIDS.

The undersigned is the duly authorized representative of the Ministry of the Environment and
Housing, the National Designated Authority/focal point of the Commonwealth of The Bahamas.

Pursuant to GCF decisions B.08/10 and B.13/21, the content of which we acknowledge to have
reviewed, we hereby communicate our no-objection to the Simplified Approval Process Concept
Note.

By communicating our no-objection, it is implied that:
(a) The Government of the Commonwealth of The Bahamas has no-objection to the Project
Preparation Facility as included in the PPF Proposal;
(b) The PPF Proposal is in conformity with the Commonwealth of The Bahamas national
priorities, strategies and plans; and
(¢) In accordance with the GCF’s environmental and social safeguards, the PPF activities as
included are in conformity with relevant national laws and regulations.

We also confirm that our national process for ascertaining no-objection, has been duly followed.
We acknowledge that this letter will be made publicly available on the GCF website.

Kind regards,

Ms. Janice Miller

PERMANENT SECRETARY
JMArmnm
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