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INTRODUCTION

In a sense tlus paper IS a contInUatIOn of the matenal prepared last year for the

RegIOnal Envrronmental Center (REC) m Budapest~ wInch comprehensIvely

descnbed the actIVIty of the mam InstItutIon financmg envrronmental protectIon

ill Polan~ the NatIonal Fund for Envrronmental ProtectIon and Water

Management

Although only SIX months has passed smce the tune the mennoned matenal was
prepared, sIgmficant changes that have taken place m the actIVIty of the NatIonal

Fund cause the need for major modIficatIons and updatIng of the ongmal

contents Those changes have found theIr reflectIon ill the present verSIOn of the

paper, wntten for the conference on the role of envrronmental funds m the penod

of econOmIC transItIon, WIth an aIm to present further expenence of the NatIonal

Fund Moreover, tlus paper concentrates broader on those lmportant aspects of

the Fund's work that mIght prove most valuable and useful to other mstltutIons of

snmlar character and profile, especIally for those that are bemg establIshed or has

Just begun theIr actIVIty - both m Poland and abroad ExtenSIve mformatIon about

procedures utIlIsed by the Fund mIght be of Interest to the Fund's potentIal clIents

- borrowers and grant beneficIanes

FURTHER GROWTH OF THE FUND'S POTENTIAL

In the SaId SIX month penod the Fund has not only changed Its premIses and

address but have also mtroduced changes m Its orgamzatIOn and management At

present the Fund IS supervIsed by the SupervISOry Board conSIstIng of 17

members Its major tasks mclude

approval of actIOn plans and lIsts of pnonty projects mIme WIth the

NatIonal Envrronmental PolIcy,
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establIshment of cntena and pnncipies of grantIng loans and SubsIdIes and

theIr hnnts, as well as theIr final approval In cases InvolVIng hIgh value

projects (currently over PLZ 5 bIllIon PLZ, 1 e about US$ 225 thousand),

approval of annual reports on operatIOn of the NatIOnal Fund subrmtted by

ItS Management Board

The Fund's orgamzatIOnal structure reflects the functIons performed by tlns

mstItutIon, whereas changes mtroduced m It normally follow from the need to

adjust the structure to new tasks aSSIgned to the mstItuhon Dunng the five year

penod of the NatIonal Fund's operatIon the structure has been upgraded on

contInuous basIS and durmg the last SIX months Its present shape has been

sIgmficantly modified

The Fund compnses the Management Board and the Office The Management

Board conSIsts of the PreSIdent and hIs two deputIes The Office used to be made

up of five speCialIzed, techmcal umts (departments) WIth profiles whIch

correspond to speCIfic sectors of enVIronmental protectIon Currently there are

SIX such umts, a urut In charge of enVIronmental educatIOn has been excluded

from the Nature ConservatIon and EnVIronmental EducatIon Urut, whIch follows

from the Fund's grOWIng mterest m enVIronmental educatIon and reflects much

better the tasks of both uruts after the dIVISIon

EIght other umts are of functIOnal character (1 e control, legal, econormc and

finanCIal, accountmg, mfonnatIon, admIrustratIve and orgaruzatIonal servIces)

Two new uruts have been operatIng for the last 18 moths, 1 e Restructunng of

DIfficult Loans Department and InternatIonal Department InternatIOnal

cooperatIon IS the area where the most sigruficant changes have taken place,

namely mcorporatIon of the EnVIronmental Strategy Management Urut m charge

of management of foreIgn aSSIstance funds for enVIronmental protectIon,

preVIously operatmg WIthIn a framework of the Munstry of Envrronmental
ProtectIOn, Natural Resources and Forestry In October 1994, the Urnt was

transferred to the NatIOnal Fund m order to faclhtate absorptIon of those funds
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and theIr better utIlIzatIOn Jomtly WIth the core, mtemal funds Smce then,
1lllplementatlon of all foreIgn aSSIstance programmes, WIth an exceptIon of ndebt
for-enVIronment swapIt programs, IS carned out by the InternatIOnal Department

of the NatIOnal Fund In partIcular the urnt IS managmg funds for enVIronmental

protectIOn commg from three sources
PHARE Programme of the European Dmon,

the World Bank Programme, and

bIlateral aSSIstance

The Fund employs currently 160 persons Thts means that the staff has grown

SIgnIficantly m the recent penod The number of employees has mcreased m

mdtVldual urnts, the International Department takmg the lead (from 5 to 35

employees) BeSIdes, the mstltutlon, becommg an owner and manager of the

premtses had to create a complete admtmstratlon urnt HIghly qualtfied

employees - experts and speCIalIsts - make up nearly 70 per cent of staff, whIle

over 70 per cent of employees hold a unIverSIty degree, mcludmg ten WIth

SCIentific research degrees

The uruts are headed by coordInators appomted from amongst the group of

employees WIth the longest expenence m therr fields It IS the coordmators who

present processed loan or grant applIcatlons at weekly seSSIOns of the

Management Board Pnnclples of the Fund's operatIon, scope of responsIbIlIties

and powers of the Management Board members, umts and mdIVlduals as well as

deCISIOn makmg process are strIctly defined m the Fund's Orgarnzatlonal

RegulatIOn Thts RegulatIOn IS so far the pnmary document that descnbes the

way of handlmg of a project applIcatIon Works have been finalIsed on an office

mstructIOn, that after obtatrnng the Management Board approval, Will define ill

detaIl crrculatlon of mfonnatIOn and documents and, subsequently, processmg of

applIcatIons for co-financmg The mstructlon WIll also contam a lIst of the Fund's

files and define the standard for a general regIster of projects financed by the

Fund
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Growth of the NatIOnal Fund's potentIal m financIal tenns IS best charactenzed

by figures showmg mcomes and expendIture of the Fund m 1994

The Fund's accumulated mcomes added to 3344 tmlhon USD, 25 per cent more

than m the preVIous year Accumulated expenses reached the level of 224 5

nnlhon USD and exceeded the 1993 expenses by 20 per cent The overbalance m

mcomes over expenses resulted from general dIfficultIes expenenced by the

maJonty of enterpnses, espeCIally compantes and from restncted possIbilitIes of

financmg of envrronmental projects In the nearest future thts surplus wIll allow
for nnplementatIon of projects not restncted by the loan and credIt based

financmg mechantsm

DIFFERENT PROJECTS - DIFFERENT CYCLES

Although all projects undertaken by the NatIonal Fund are closely related to

enVIronmental protectIon, It IS qUIte drfficult to present project cycle procedures

m a Ulllfied way because of therr large dIversIty One reason for this IS that, apart

from financmg projects from mternal funds, the Fund also manages projects m

accordance With procedures and requrrements of PHARE Programme, the World

Bank, and bIlateral aSSIstance from 11 countnes Expected amount of foreIgn

money to be spent m 1995 account for about 25 per cent of planned mternal

expendIture, willIe the number of projects IS a illgh as 200 It IS therefore

nnpossible to present lllLproblems and procedures used m relatIon to a project

nnplementatIon cycle m a smgle paper We Wlli thus have to confine our

descnptlOn to the Fund's pnmary actIVIty, namely financmg projects from mternal

funds, and to focus on a typIcal, let us say average, project

FIRST COMMUNICATIONIINTERACTION

A potentIal applIcant can learn about pOSSIbIlItIes for financmg of enVIronmental

projects by the NatIonal Fund on one hand, and about restrIctIons resultIng from
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the rules of Its operatIOn on the other, from vanous sources Frrst of all, the
number of the Fund's chents IS growmg and therr expenence of work WIth the
NatIOnal Fund IS bemg spread m the course oftherr nonnal operatIOn Secondly,

the Fund Itself has taken up and IS developmg mfonnanonal acnVlty m VarIOUS

fonns Currently the most lffipOrtant mfonnanon channel IS the cooperanon With

proVlllcial (vOievodshIp) funds for envrronmental protecnon and water

management Such collaboranon IS mutually beneficIal as the proVlllcial funds

can bmld on the expenence of the Nanonal Fund, while the latter can spread

mfonnanon about Its own actlVItles Beanng III mmd that most potennal

~beneficlanes of the NatIOnal Food are also the applIcants or borrowers of

prOVIncIal funds, knowledge of the Nanonal Fund's capabilitIes IS passed to them

m the course of therr applIcanon for fundmg from proVlllcial funds Contact

bet'~een the Nahonai Funa and provmclal funds IS mamtamed through

partICIpatIOn of employees of the fonner m management boards of the latter

Although seSSIOn of those management boards are held once m one or two

months, contacts are mamtamed on a regular and permanent baSIS Expenence

gamed by the NatIOnal Fund's representanves ill the management boards IS

exchanged dunng meetmgs, one of which took place only a few days ago Apart

from this the Fund orgarnzes mfonnanonal seSSIOns for representattves of the

provmclal funds, as well as speCl£Ulzed lrammg courses focused for exaulple on

accountancy system or a new law on pubhc procurements They take place eIther

- ill the regIOns Of Lor the trallll11g cemer of the Mnnstry of Envrronmental

Protectton, Natural Resources and Forestry The Fund has also prepared and

pubhshed ill a very large number a brochure contammg

selectIOn cntena ofprojects for co-fundmg from the NatIOnal Fund,

hst ofpnonty proJects,

pnnclples of extenSIOn and remISSIOn of loans and grants

The brochure can be obtamed from each orgamzanonal urnt of the Fund and IS

made avaIlable on all pOSSIble occaSIOns A bulletm "Eko-Fmanse" IS deSIgned to

proVlde mfonnatlon to the provmclal funds and wIll be soon transformed mto a

montWy AsSIStmg ill publIcatIOn of numerous books and matenals concemmg

envrronmental protectIOn, the Food places on them Its logo, wrnch Itself15 a pIece
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of mfoooatIon about the type of actIVIty It carnes out SIgmficant development of

mformatIOnal actIVItIes of the Fund has been noted after the establIshment of the

publIc relatIOn/spokesmen urnt WIth two of staff

It should also be added that the Fund's employees often take part m meetIngs,

trammgs, conferences and semmars both m the country and abroad, spreadIng

mformatIon about the Fund's actIVIty, especIally thts of speCIal mterest to a

potentIal chent - how to successfully apply for funds from the NatIonal Fund

PROJECT IDENTIFICATION AND APPLICATION PROCESS

In the case of a typICal project financed from the NatIonal Fund an applIcanon

process starts at the moment of an applIcatIOn form SUbmISSIOn The tendency IS

however that a project should start much earlIer TIns IS partIcularly true when

we have to do WIth large projects of complIcated legal and orgamzanonal

structure and WIth partICIpatIon of foreIgn partners Up to the last year

applIcatIons had been prepared ill rather opnonal fonn, but -ID- hne WIth prmclples

defined m the so called Project InfoooatIOn Card At present there are two

standardIzed fooos used dependmg on the type of illvestor Both are the forms of

applIcatIOn for loan, grant or credIt used by the NatIonal Fund as well as the

EnVIronmental ProtectIOn Bank One form IS deSIgned for enterpnses, the other

one for local self-governmental authontles

As It was mennoned ill the preVIOUS paper, a project to be consIdered by the

Nanonal Fund must be lIsted by the Governor ofProvmce on a provmcIal pnonty

lIst The lIst IS made up of projects that are most lffiportant and most urgent for

ImplementatIOn ill a current year The mam cntenon IS an expected

enVIronmental effect but also other CIrcumstances ThIs does not however mean
that the project can be automatIcally unplemented, and - from the NatIonal Fund's

pomt of VIew - financed AddItIonal prereqUISItes, descnbed below have also to
be fulfilled
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PRE-SCREENING OF APPLICATIONS

Fonnal subIl11sslOn of applIcatIons and theIr regIstratIOn takes place at the

chancery of the NatIonal Fund The document IS then passed on to the relevant

specIalIzed urnt It IS worth notmg that If a prOject consIst of several components

fOfIlllllg separate tasks m the understandIng of the NatIonal Fund, e g

constructIon of a sewage treatment urnt and moderrnzatIon of a heatmg system of

the same plant, an mvestor submIts two separate applIcatIons The Coordmator

of the urnt drrects the apphcatlOn to one of hts staff Thts IS usually based on

"terntonal" cntenon - as ill the case of the Water Protection Department or on a

speclahzatlOn of experts - such as m the Department of Earth Surface Protection

ImtIal project qualIfication takes place m the urnt whtch exammes whether the

documentatIOn IS complete and backed up by requrred appendIces Expenence

shows that documentatIon IS almost never complete and applIcatIon IS usually

prepared m an mcorrect way, though progress has been noted smce the tIme

when apphcatlOns were based only on the Project InfonnatIon Cards What IS

very nnportant at thIs stage IS a cooperatlon of the Nanonal Fund's responsIble

officer on one hand, and an IDltlatlve of the mvestor on the other Those two

factors detefIllllle the penod m whtch documentatIOn IS completed and the final

versIOn of appl1canon subll1ltted It has to be SaId that a slgmficant part of the

work IS actually done by the Fund's officer who supports the mvestor

It very rarely happens at thIs stage that the applIcation IS rejected The applIcant

-learns whether hIS project can be financed (or not) much earher He also knows

all the rules and pnncipies of financmg and can make lns own deCISIOn on

whether to submIt the apphcanon or to elaborate It further and postpone

submISSIOn

ApplIcatIOns are evaluated on a current baSIS and the penod of appraisal vanes

from a few days to a few months dependmg mostly on the qUalIty of applIcatIOn

s-ubffiltted
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PROJECT APPRAISAL

The NatIOnal Fund checks also whether the projects meets the cntena of the

Fund's financmg and whether It belongs to pnonty projects In most cases thIs

last condItIon IS already fulfilled as the questIon about the posItIon on the pnonty

lIst IS also mcluded m the questIOnnarre, so the Fund checks only whether tlns

statement IS true The next aspect evaluated IS an envrronmental effect of the

project Assessment of a result of project IDlplementatIOn m tenns of

enVIronmental Impacts IS at tlns stage (and not only tlns one) the prtmary task of

a speCIalIzed techmcal urnt

Some econOIll1C and finanCIal aspects, e g whether a financIal package IS

complete are also lllltIally eXaInIlled Thts belongs to the competencIes of a

relevant speCIalIzed urnt and at thIs stage IS rather a fonnalIty, whIch will be

further speCIfied later m the evaluatton process A very Important element of

appraisal IS the assessment of costs of the entrre project as well as Its smgle

components agamst assumed parameters and technolOgical soluttons If there are

any reservatIons m this respect, the project lTIlght be not rejected but placed

under an "audit" of proposed technolOgical, econOIll1C, orgamzattonal and

finanCIal solutIons Money offered by the Fund IS too cheap and, what IS more,

publIc so It may not be used for overpnced or "oversIZed" projects In such

cases, financmg, even proIll1sed, may be tefIlllllated In the cases where the

expected enVIronmental effect IS large or there are other Important aspects, even

not enVIronmental but, for example, SOCIal which make ImpOSSIble the project

rejectIOn or cease of financmg, addItIonal mdependent studIes are arranged Therr

aIm IS to assess the soluttons proposed by the mvestor and to enable the National

Fund to work out an mdependent oplll1on about them So far, mdependent studies

were comnussIOned (and financed) by the NatIOnal Fund Smce the begtnnmg of

tlns year, m the cases of loans over 1 25 Ill1lhon USD an mdependent expert's

oplll10n must be subnutted by the mvestor hnnself However, tIns does not

exclude any pOSSIble addluonal studIes connmssmned by the Fund
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PROJECT EVALVATION AND SELECTION

Further hIstory of the appbcanon (we talk about apphcanons for financmg from

the Nanonal Fund and not for cremts from the Envrronmental ProtectIon Bank),

after recelvmg a posItIve oplillon from a relevant specIalIzed, teclmtcal urnt,

depends on a number of factors

If the applIcatIon concerns a grant, It IS normally processed by the NatIonal Fund

Itself up to the final deCISIOn The decIsIOn about grant extenSIOn IS made by the

Management Board on the motIon of the coordmator of a relevant urnt, at the

Board's meetIng convened usually once a week A grant value normally does not

exceed the upper lImIt above whIch the deCISIon must be approved by the

SupervIsory Board, so the deCISIOn of the Management Board IS m thts case final

When a grant IS lngher than 500 thousand PLZ, 1 e about 210 thousand USD, the

final say belongs to the SupervIsory Board

If the mvestor applIes for a loan, the procedure adopted depends on ItS value We

should say here, that dunng five years of ItS operatIon the Fund extended about 2

thousand loans and grants Loans accounted for 40 per cent of thts figure

Currently only a small mmonty of loans concern projects already finalIsed The

number of projects under ImplementatIon and actIve agreements has been

contmuously growmg placmg a cumulatIve workload on the Fund In the last year

the deCISIOn was made to transfer a part of the Fund's current tasks to the

Envrronmental ProtectIOn Bank The EPB, usmg ItS extenSIve bank networks can

adnnmster loans from the Nanonal Fund, the value of whIch does not exceed 8 5

thousand PLZ (1 e about 3 5 thousand USD) HIgher value loans are sttll

managed by the Fund Itself

Loan applIcatIons are carefully screened by the Analyses and MarketIng

Department AnalySIS IS done on the baSIS of the same rules and methods as

apply for bank credIts The factors bemg assessed are econOIDlC and finanCIal

aspects of both the project and the mvestor, and the latter's credIt standmg
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agamst achIeved econOllllC effects In the case of town and commune authonnes

also a capablhty for the repayment IS examrned, With the degree of burden placed

on the self-governmental budget taken mto account An opmlOn of the RegIOnal

Accountancy Chamber IS also requrred to complement thIs of the Nanonal Fund

All these assessments lead either to the acceptance of an apphcanon or to

amendments m ItS parameters, such as loan value or repayment penod

Loan apphcanons below the hnnt of 3 5 thousand USD are then drrected to the

relevant branch of the Envrronmental Protecnon Bank, whIle apphcanons of

hIgher value are fw-tller processed by the Fund

EconOmIC and Fmanclal Department examrnes loan repayment secunnes It goes

Without saYillg that each loan has to be secured m the same way as a bank credIt

The hst of pOSSible secunnes IS made avaIlable to each potennal borrower who

can thus prepare thIs element of procedure before subtmsslon of the apphcanon

After all the above stages have been passed the apphcanon IS subtmtted by the

coordmator of a urnt, responsIble for the entIre procedure, to the Management

Board The latter makes a deCISIon that must be endorsed by the SupervISOry

Board, wmch meets once a month

The deCISIon IS made aVailable to the applIcant nnmedIately wmch allows for

smooth contmuatIon of the procedure

NEGOTIATIONS AND AGREEMENT

The tenus and condItions on whIch the loan IS extended are suggested by the
borrower The role of negotiations depends on the degree of preCISIon of

financmg pnncIples In the cases of more preCIse cntena and pnnclples of

financmg, such as maxnnal loan value, mterest rate (defined as ranges), length of

a grace penod, negotIatIons concentrate on refinIng those parameters rather than
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on theIr fonnulatIOn Full negotIatIOns are, however, carned out ill the case of a

capItal illvestment of the Fund m a Jomt-venture With other enterpnses

Where loans are concerned, negotiations, m a partial fonn, are carned out by

Jomtly by officers of the specIalIzed urnt m charge of this particular project and

Econoll1lc and Fmanclal Department Negotiations are fimshed by slgnmg a

protocol statmg the tenns of the loan extenSIOn Thts stage IS finalIsed by

preparation of the agreement The agreement IS elaborated Jomtly by the

EconOmIC and Fmanclal Department, Law Department and a relevant techmcal

urnt, and sIgned by both SIdes On behalf of the Fund the agreement IS signed by

the preSIdent and clnef accountant, and on behalf of a borrower by persons hsted

m the enterpnse statutes (this IS also checked by the EconOlDlC and Fmanclal

Department)

IMPLEMENTATION AND MONITORINGIFINAL EVALUATION

Project momtonng starts even before the agreement IS signed A borrower IS

reqUlfed to supply a detatled work programme and financIal breakdown of the

project Thts gives a pIcture of what and when should be done as well as how

much It Will cost Hence, this IS a good baSIS to control the IDvestment process

The above mentIOned planrung documents have to be approved by the Control

Department before the agreement IS SIgned The document gives, among other

data, the date when the project should start Tills IS Important because the Fund

nonnally does not use advance payments but pays successively for the tasks

completed One exceptIOn IS the first advance payment willch accounts for a

small percentage of the project value and can be paid drrectly before

commencement of the project (2 weeks m advance accordmg to mternal

regulatIOns) The rematmng payments are done on the basIS of mVOlces

presented It can be smd that the momtonng of the project IS carned out pnmartly

by the Accountancy Department, whIch IS the first who may notIce any
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deficIenCIes (lack of mVOlces, payments not cleared) In such cases, actIOn IS

taken by the Control Department

The Control Department takes up actIon not only when deficIencIes become

apparent, but can also do It on the order of the Management Board or specIalIzed

technIcal uruts If senous fmlures m the project 1lllplementatIon are found, the

agreement can be termmated and a return of all preVIOUS payments requested

Project momtonng IS also supported by the InspectIon for EnVIronmental

ProtectIon (enVIronmental pohce) In the cases of mvestment proJects, such as

sewage treatment plants, heatIng plants, etc, apart from the final protocol of

project completIon also an adchtIonal protocol IS reqUITed that confirms the

enVIronmental effect achIeved ThIs IS a prereqUIsIte of the project completIon

acceptance and IS one of the conchtIons for applymg, after some tIme, for partIal
loan remtSSIon
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