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	CIPS
	Chartered Institute of Purchasing and Supplies

	COF
	Country Office 
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I. [bookmark: _Toc298837393]Introduction
1.1 This Fiduciary Technical Note (FTN) presents the current context and overview of the development of The Bahamas’ fiduciary systems, The Bahamas Government objectives, and the Bank’s support for the strengthening of country fiduciary systems, exploring their potential use for Bank-financed project administration.  It draws on the most current diagnostic documents, relevant local laws, and the COF’s fiduciary specialists’ knowledge of government approach and practice to IDB financed projects, as well as the proposed fiduciary agenda.
II. [bookmark: _Toc298837394]Latest diagnostics on Public Fiduciary Systems
2.1 The latest publicly available evaluation report of The Bahamas Public Financial Management (PFM) systems is the PRODEV Evaluation Tool (PET[footnoteRef:1]).  The methodology developed by the Institutional Capacity of the State Division of the IDB (ICS) uses a scale of 1-5 to measure performance in five pillars: i) Results-Based Planning, ii) Results-Based Budgeting, iii) Public Financial Management, iv) Program and Project Management, and v) Monitoring and Evaluation of Public.  The PET study was conducted in 2009 and a progress report was prepared for 2013. The report indicates a slight improvement in the pillar corresponding to PFM, from 1.9 in 2009 to 2.3 in 2013, and a marginal overall improvement for all pillars of 0.8 in 2009 to 0.9 in 2013. [1:  Building Effective Governments. ] 

2.2 Budget processing has seen limited improvement during the previous country strategies. The absence of a long-term vision articulated with medium term fiscal framework, sector programs and the budget remain a concern as it is not suited to focus on results achievement. Ministries plan their expenditures with some certainty, but cash flow planning is limited. Payroll and personnel systems are not integrated. However, important steps are envisioned with the establishment of a Planning Office, the implementation of a National Development Plan, and the modernization of the PFM and procurement systems (PFM Loan 3340/OC-BH). 
2.3 Accounting and reporting systems and practice fall below international standards in terms of presentation and disclosure. Currently, the GoBH has established a concept paper and roadmap for implementation accrual accounting in accordance with international Public-Sector Accounting Standards (IPSAS), which envisions completion by 2023.  Implementation is being incorporated within the PFM loan operation.
2.4 The Treasury Department is responsible for accounting, payroll, and other non-staff payments. Resources are managed through a consolidated account, including IDB financed project transactions. Not having all the functionalities needed in a Single Treasury Account makes it necessary to set additional records at project level and periodic reconciliations.
2.5 Public Procurement (PRM).  In 2017, the Bank conducted an assessment to explore the validation of the e-procurement platform, but it was concluded that the system was not mature enough to endure a full review, testing and validation. The Bank will continue providing technical assistance for the completion of the e-procurement platform through Loan 3340/OC-BH and to further develop public procurement legal and operational frameworks.
III. [bookmark: _Toc298837395]Context of Fiduciary Systems and Government Objectives

3.1 Financial Management. The legal and regulatory financial framework is governed mainly by i) The Constitution of The Commonwealth of The Bahamas, ii) The Financial Administration and Audit Act (FAAA) of 2010, iii) The Local Government Act of 1996, and iv) The Financial Regulations act of 1975.  Article 136 (1) of Chapter VIII of the Constitution provides for the appointment of the independent Auditor General.  Chapter IX provides the basis for public financial management through the creation of the Consolidated Fund, and the requirement that estimates of the following year’s expenditure must be presented to Parliament in an Appropriation Bill before the beginning of the year. 
3.2 The current PFM technological platform is outdated, lacks integration, and difficult to maintain. The GoBH is seeking to modernize its financial management and public procurement systems, through the establishment of new a business model to improve public financial management and an integrated approach to public procurement and performance monitoring. The new business model will depart from the establishment and integration of GOBH planning and development goals for performance monitoring to enhance the capacity to allocate, manage and monitor public resources.
3.3 Public Procurement Management (PRM). The Bahamas does not have dedicated legislation that governs public procurement. The legal framework emanates from subsidiary legislation, in this case the Financial Administration and Audit Act (FAAA). This situation challenges a coordinated approach as a set of suitable rules for planning, awarding, and monitoring government contracts is missing.
3.4 The Bahamas’ current public procurement legislation and regulation is considered below international standards and practices. There is an absence of consolidated unifying instruments in public procurement at the statutory level with a clear hierarchical structure, able to promote uniform practices of high standards. Consequently, they do not cover a full range of issues needed for the functioning of a modern government public procurement system. Without a designated entity to take overall responsibility for the development and functioning of the system, and no feedback/reporting mechanisms, it is unclear how decisions with respect to rules and practices are made and informed.
3.5 At present, IDB financed projects follow the Bank’s procurement policies, but it is expected that the integrated approach of the PFM Program will address the modernization of the PRM function with the establishment of a new and integrated business model and a modern electronic procurement platform. Validation and acceptance of the national procurement system are envisioned during the new Country Strategy.
3.6 External control. The external control function falls under the responsibility of the Office of the Auditor General (OAG) who covers all Central Government and Statutory Bodies. The Constitution specifies that the OAG is independent of both the Executive and the National Assembly. The office holder may only be removed under very specific circumstances by the Governor General (the Head of State). In practice, however his independence may be curtailed for two reasons: The Ministry of Finance controls the OAG’s budget and the staff of the OAG’s is appointed by the Public Service Commission.
3.7 Currently the Auditor General (OAG) is eligible to audit Bank Financed projects on a case-by-case basis, depending on the operation’s assessed risk level. The dialog with the Office of Auditor General remains favorable for the development of a strategic strengthening plan.
3.8 Government Objectives. The GoBH has made a strong commitment to fiscal consolidation and sustainability, as well as the drafting of new legislation to improve governance, public procurement and strengthening of fiscal discipline, while enhancing accountability and transparency and ease of doing business. The GoBH also pledged to put forward legislation to strengthen the independence of the OAG.
IV. [bookmark: _Toc298837396]Initiatives for Developing and Strengthening Country Systems

4.1 The GOBH has acknowledged the need for modernization of its country systems, and is currently executing an IDB financed operation in the amount of US$33 million. The program, which started execution in 2017, will address the following areas:

4.2 Public Financial Management (PFM). The third component of the PFM program corresponds to the implementation of a new technological platform. It comprises:

i. The development of a new business model to improve PFM performance, including the areas of medium-term fiscal framework, budget classification/formulation/execution, cash and debt management, accounting, internal control, external audit, reporting and Information Technology and Communications (ICT).

ii. A new/upgraded Integrated Financial Management Information System (IFMIS), including integration requirements to current sub-systems and security access controls, budget formulation and payroll/Human Resources.

iii. Introduction of a new Chart of Accounts (CoA) and a report generator module.

4.3 Public Procurement. The GoBH also plans the implementation a new business model, including the establishment of a new Public Procurement Unit (PPU), new procedures, instruments according to the Financial Administration and Audit Act (regulations, standard bidding documents, manuals, training, and change management plan), and the management of physical and technological infrastructure. The main activities include de development and implementation of:

i. A transactional module to enhance the National Procurement System;

ii. The functional and technical specifications of an e-procurement system; 

iii. Monitoring and quality controls of the e-procurement system project; and

iv. Development of a career path for public procurement officials, including a permanent training program.

V. [bookmark: _Hlt325023519][bookmark: _Hlt325023669]Use of Country Systems
5.1 The current and proposed use of financial management and procurement subsystems for the administration of the Bank’s portfolio is detailed below:
	Systems
	Level of Use in Number of Projects (%)

	
	2017
	          2022

	Budget
	100%
	100%

	Treasury 
	100%
	100%

	Accounting and Reporting (*)
	13%
	100%

	Internal Control (*)
	13%
	13%

	External Control (*)
	38%
	38%

	Information Systems (*)
	13%
	100%

	Individual Consultant (*)
	13%
	80%

	Shopping (*)
	13%
	80%

	NCB partial (*)
	13%
	80%

	(*) Please note that the percentage influenced by PBL in 2017.


5.2 Financial Management. The overall modernization of PFM aims to improve efficiency in the allocation of public funds according to international requirements, including the implementation of a new chart of accounts following International Public-Sector Accounting Standards (IPSAS). Expected functionalities in terms of report generation would also allow validation and further use of the accounting and reporting subsystems for IDB financed projects.

5.3 Public Procurement. There is no PRM Country System currently in use in The Bahamas for IDB financed projects. The current procurement system faces the challenge of improving transparency and promoting efficient market competition, for which the Government of Bahamas (GoBH) has requested Bank’s assistance. Currently, the GoBH is in the pilot stage of the implementation of an e-tendering system for all institutions in the public sector. The system provided by BIP Solutions is deemed robust and adequately covers the regulatory framework that is also being implemented. 
5.4 The proposed system´s main strengths are: i) it complies with good e-procurement practices; ii) the system user interphase follows the GoBH visual standards, which should ease the adoption process by users; iii) it has a role based structure; iv) it promotes the standardization of procurement processes; v) provides end users with search functionalities for competitive opportunities. As the system becomes operational in 2018, the Bank will assess validation for use in IDB financed projects.  Additionally, as implementation of Loan 3340/OC-BH matures, more modules may be considered for validation, although it is understood that results will materialized by the end of the proposed Country Strategy cycle.
5.5 External Control. The dialog with the OAG remains open. The Bank has offered assistance to conduct a SAI-PMF assessment and further development of a strengthening action plan, possibly during 2018. It is expected that this dialog will be conducive to improvements in external control legislation and operational capacity to oversight of public finances.
5.6 Fiduciary Objectives. The table below summarizes the fiduciary objectives for the proposed country strategy period.
Country Systems Results Matrix
	Strategic Objective: Increase the use of The Bahamas fiduciary systems

	Expected Outcome
	Indicator
	Unit of Measure
	Baseline
	Baseline Year
	Main Target
	Timing
	Alignment to CRF

	Increase the use of the Accounting and Reporting PFM subsystem 
	Use of Accounting and Reporting subsystem
	% of sovereign guaranteed portfolio (based on number of loans) 
	13%
	2017
	100%
	At the end of the CS Period 
	-Institutional capacity and rule of law 
-Productivity and innovation 
-Social inclusion and equality

	Increase the use of the Procurement National System
	Use of Information System
	% of sovereign guaranteed portfolio (based on number of loans) 
	13%
	2017
	100%
	At the end of the CS Period 
	-Institutional capacity and rule of law 
-Productivity and innovation 
-Social inclusion and equality

	
	Use of Individual Consulting subsystem
	% of sovereign guaranteed portfolio (based on number of loans) 
	13%
	2017
	80%
	At the end of the CS Period 
	-Institutional capacity and rule of law 
-Productivity and innovation 
-Social inclusion and equality

	
	 Use of  Shopping subsystem
	% of sovereign guaranteed portfolio (based on number of loans) 
	13%
	2017
	80%
	At the end of the CS Period 
	-Institutional capacity and rule of law 
-Productivity and innovation 
-Social inclusion and equality

	
	 Use of Partial National Competitive Bidding.
	% of sovereign guaranteed portfolio (based on number of loans) 
	13%
	2017
	80%
	At the end of the CS Period 
	-Institutional capacity and rule of law 
-Productivity and innovation 
-Social inclusion and equality
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