Fund for Environmental Protection and Water Management

Vlasta Pasalic

Inspection Division, Ministry of Environmental Protection, 
Physical Planning and Construction, Croatia

The National Fund for Environmental Protection and Water Management established the Section for Project Preparation to deal with issues relating to the Instrument for Structural Policies for Pre-Accession (ISPA). The section was created on the basis of an amended act concerning the shaping and protection of nature passed on April 27, 1989. The section began operating on July 1 that same year.

The National Fund’s objectives and scope of activities are defined by the following acts: 

· the Protection and Shaping of the Environment Act;

· the Water Act; and

· the Geological and Mining Act.

The essential tasks of the National Fund include the following:

· development of criteria for selection of projects for ISPA funding and submission for approval by the minister;

· preliminary identification and preparation of projects;

· verification and supplementation of pre-investment analyses to meet ISPA requirements;

· determination of potential funding sources for large projects;

· development of reports on operations and submission for review by the minister; and

· management of computer databases for ISPA projects. 

The external aid funds are allocated to projects that help protect various aspects of the environment, including air, nature, land surface and water. They also finance work in water management.

The main objective of the National Fund is to fund projects dedicated to the protection of the environment. These projects have been described in the National Environmental Policy adopted by the Polish Parliament in 1991 and specified in the Implementation Programme for the National Environmental Policy through the year 2000. The projects’ implementation is supervised by the minister of environmental protection, natural resources and forestry.

Sub-financing from subsidiary funds of the National Fund is available to entities carrying out environmental protection and water management projects. These monies are also available to voivodship funds for environmental protection and water management for projects outlined in the acts.
Applications for sub-financing submitted on the form used at the National Fund shall be processed in the order of receipt.

The National Fund shall use the following forms of sub-financing:

· loans;

· payment loans;

· credit granted by banks from subsidiary funds of the National Fund;

· subsidies to cover interest-rate cuts charged on preferential credit and loans;

· grants; and

· redemptions.

The form and level of sub-financing from subsidiary funds of the National Fund shall be determined by the Board of the National Fund in accordance with the terms and conditions contained herein. There shall be assurances that the funds are being used as intended and that any credit will be returned.

Sub-financing granted by the National Fund shall not exceed 80 percent of the project's total investment costs. Sub-financing granted by the National Fund in the form of a grant shall not exceed 2.5 percent of the following:
· expected total investment for projects in environmental protection and water management financed from the Cohesion Fund; or
· expected total investment costs for construction, extension or modernisation of a wastewater treatment plant and a sewerage system.
Fifty percent of the project's investment costs should be financed by the applicant.
For projects financed by the National Fund or non-returnable foreign funds, the level of sub-financing may not exceed 70 percent of the difference between the project's budgeted investment costs and the sub-financing of the project from such foreign funds.

The following shall not be subject to redemption:

· loans and credits where borrower requests redemption after total payment;

· loans paid out up to PLN 500,000 under agreements signed after April 30, 2002;

· credits paid out from subsidiary funds of the National Fund of up to PLN 100,000 under credit agreements signed within credit lines established by the National Fund;

· credits paid out from subsidiary funds of the National Fund under credit agreements signed after April 30, 2002 within the credit lines referred to in point 3;

· credits paid out from funds of the National Fund under consortium agreements signed by the National Fund;

· payment loans; and

· loans paid out to beneficiaries who have received sub-financing for the same project from non-returnable foreign funds (exceptions include loans for projects concerned with construction, extension or modernisation of a wastewater treatment plant or sewerage system, subject to the achievement of the ecological outcome by December 31, 2005 covered in the National Urban Wastewater Treatment Plan). 

Grants can be allocated for:

· ecological education of a multi-regional character;

· extension of educational programmes in parks of the National Fund;

· pilot projects promoting technical progress;

· new technologies that have a high risk level or experimental nature;

· support for the execution of tasks relating to state environmental monitoring;

· conservation of nature and landscapes; 

· forest protection and silviculture;

· closing down caches of expired plant protection products;

· reclamation of degraded land owned by the State Treasury or local administrative units, provided the natural resources contained therein are preserved;

· flood protection;

· water retention projects;

· rural environmental projects aimed at reducing releases of nitrogen compounds from natural fertilisers into the environment and at soil protection through midfield plantings;

· expert opinions;

· preparation of documentation required for applying for the sub-financing of projects indicated by appropriate institutions for support from the Cohesion Fund as well as the construction, extension or modernisation of wastewater treatment plants or sewerage systems covered by the National Urban Wastewater Treatment Plan;

· comprehensive research and implementation programmes relating to environmental protection and water management; 

· prevention of serious incidents or remediation of their consequences in the environment, along with necessary equipment;

· prevention of natural calamities or remediation of their consequences in the environment, and environmental protection equipment;

· medical prophylactics for children in areas defined in the acts;

· monitoring of the recovery and recycling system for packaging and post-consumer waste;

· collection and recycling of post-consumer waste for business operators and recovery organisations who exceed the required recovery and recycling levels;

· needs of geology and mining financed from generated income.

Grants can be allocated to state budget units for purposes relating to environmental protection and water management, and to other organisational units provided that sub-financing by the National Fund is connected with activities carried out under independent acts with respect to:

· provision of healthcare services, promotion of healthy and health-resort therapeutics;
· systems of education, higher education and science;
· social welfare;

· execution of public ecological tasks by public use entities;

· execution of tasks of central and local cultural institutions;

· protection of monuments and landscapes;

· forest management in areas owned by the State Treasury; and
· long-term water management investment listed by the Minister of the Environment.

Grants for geological work, research, institution-building projects sub-financed by EU funds, and expert opinions necessary for the execution of tasks of the minister of the environment shall be allocated under tri-party agreements signed by the contractor and the minister commissioning the work.

Priority programmes to be financed in 2004 by the National Environmental Protection and Water Management Fund cover:

· the protection of waters from contamination;
· water management subsidies for projects aimed at volume increase and quality improvement of water resources and enhancement of flood control;
· protection of air from contamination through the prevention and reduction of pollution emissions and conservation of raw materials and energy;
· prevention and reduction of adverse environmental impact of noise;
· protection of surface soil and surface water through the prevention of waste generation, waste management, and reclamation of degraded areas;
· protection of nature and landscapes;
· National Environmental Monitoring Programme;
· increase in woodland area and forest resource protection;
· reduction of mineral extraction and enrichment complexity, and minimising the adverse environmental impacts of mine closures;
· identification of the country’s geological structure and defining the needs of management of mineral deposits and underground water resources;
· preventing natural calamities and major damages, and remediating their effects;
· development of pro-environmental attitudes and social behaviours, as well as the preventive healthcare for children and young people in places with degraded environments;
· application of environmentally friendly technologies for cleaner and more energy-efficient manufacturing;
· support for research and expertise in environmental protection;
· support for environmental protection measures in rural areas;
· support for non-governmental environmental organisations; and
· preparation of projects co-funded by European Union and other international funds.

The National Fund is the largest ecological fund not just in Poland, but in all of Europe. With annual outlays of some USD 300 million, it has become a key operator in the area of environmental protection projects. National administration reform resulted in it receiving a guaranteed share of almost 20 percent of all ecological spending. However, due to its earlier financial operations it also controls the stream of repayable loans (and shares in the profits of those partnerships in which it is a stakeholder). This allows its expenditures to nearly reach those of all the remaining Polish ecological funds put together.

The National Fund is also subject to a critical evaluation together with other special-purpose funds in Poland. During the evaluation carried out by the Ministry of Finance in 1999 the result was favourable compared with those of the other funds.

Its mission was deemed justified and the operating principles correct. The Supreme Chamber of Control noted a need to list information on the ecological effects of subsidised projects in order of importance, improve project evaluation criteria and promote loans over subsidies.
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