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EXECUTIVE SUMMARY 

While market reforms are helping relieve economic woes in the former Soviet Bloc 
countries, urban and mdustrial pollution and mefficient energy use contmue to pose risks to 
public health and the envlronment In the Czech Republic, Chemomcs mplemented the USAID 
Environmental Action Programme Support project (EAPS) from Aprll 1996 to June 1997, when 
the program closed in anticipation of the country's graduation from USAID assistance 
Historically, an polluuon has been the country's most severe envlronmental problem District 
heatmg plants have been pumping tons of noxious gases Into the envlronment, usmg turn-of-the- 
century technology, low stacks, and highly pollutmg fuels, with a serious mpact on human health 
and life expectancy The EAPS approach was to strengthen both sides of the Czech Republic 
envnonmental equation-mumcipalities and the state envnonmental fund 

EAPS Czech Republic country program objectives included 

Buildmg mstitutional capacity in environmental, technical, and financial project 
evaluahon and m packagmg envrronmental investments 

Facilitatmg financmg of high-priority pollution prevention and abatement projects that 
enhance the performance and quality of mumcipal envlronmental services 

Increasmg the role of local governments in envlronmental decisions affectmg their 
cornmumties 

Ensurmg the sustamabllity of envlronmental lnltiatives by unprovlng the ability of 
domesuc fundmg sources, prmarily the State Fund for the Environment (SFZP), to 
allocate resources 

This final report details the process of achieving these objectives Section I1 discusses 
project preparation, which resulted m a first-year success rate of 77 percent (13 financing 
applications developed with EAPS assistance were submitted and 10 were approved for funding), 
compared with the national average of 8 percent (1 application approval for every 12 submitted) 
Addiuonally, EAPS-assisted projects leveraged more than $18 million m capital, for a rate of 
roughly 1 28, which represents an exceptional accomplishment for USAID m the region 

Section I11 discusses techcal  assistance provided to the state environmental fund, which 
resulted m a number of important market-focused reforms that will contribute to the fund's long- 
term solvency and continued ability to facil~tate envlronmental mprovement Section I11 mcludes 
recommendafions based on EAPS experience with the Czech Republic fund for activities that 
could be Implemented with USAID assistance m other developmg nations and transition 
economies 

Section N summarues the ach~evements of EAPS in the Czech Republic 



The annexes provide profiles of selected municipal projects, case studies of innovative 
projects, and additional mformation on the state fund's fmancial position 

In summary, the EAPS country program m the Czech Republic made a sigmficant 
contribution to efficiently allocatmg fmancial resources for envronmental lrnprovement and 
strengthenmg the capacity of municipalities to undertake successful envlronmental projects Its 
efforts to mcrease cooperation between the SFZP and commercial financial institutions helped 
leverage more than $18 million m fmanclng for envronmental projects The lessons learned by 
the program will be useful m workmg with other state envlronmental funds 



SECTION I 
INTRODUCTION 

A EAPS Background and Goals 

While market reforms are helpmg relieve economic woes m the former Soviet Bloc 
countries, mprovements m environmental quality are barely keepmg pace Urban and industrial 
pollution and mefficient energy use contmue to pose risks to public health and the environment 

Recogmmg the need for envlronmental safeguards m the region, rmrusters from Central 
and Eastern Europe, the NIS, and Western countries met m 1993 m Lucerne, Switzerland, to 
develop a jomt envlronmental strategy From that strategy, an action program was created to 
reverse decades of envlronmental abuse and neglect through targeted investment and techcal  
assistance 

Chemomcs is lrnplementrng the USAID Environmental Action Programme Support project 
(EAPS) m Central and Eastern Europe to support the Lucerne strategy and contmue earlier 
related USAID acnviQes to unprove environmental management and economic development m the 
region EAPS helps national and local governments identify, prioritize, and package proposals for 
envlronmental unprovements and strengthen the lendmg and financial management practices of 
national environmental funds 

EAPS was launched m March 1995 and will contmue until March 2000 In the first two 
years, EAPS ran country programs m Bulgaria, the Czech Republic, Lithuama, Poland, and 
Romama and mamtamed offices, professional staffs, and worlung associations with local 
subcontractors m those countries EAPS also operated m Slovakia, but did not malntain a field 
team there In the Czech Republic, the program closed at the end of June 1997 in anticipation of 
the country's graduation from USAID assistance It was the first EAPS country program to close, 
followed m October 1997 by the Lithuama program 

B EAPS m the Czech Republic 

EAPS goals and strategies m the Czech Republic evolved from the findings of two earlier 
USAID projects, PRIDE and EP3 (both m 1994) The country program objectives mcluded 

Building institunonal capacity in envu-onmental, technical, and financial project 
evaluation and m packagrng envu-onmental mvestments 

Facilitatmg financing of high-priority pollution prevention and abatement projects that 
enhance the performance and quality of mumcipal envlronmental services 

Increasmg the role of local governments m envlronmental decision makmg affecting 
the~r comrnumtles 
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Ensurmg the sustainability of envlronmental mtiatwes by unproving the ability of 
domestic fundmg sources, prunarlly the State Fund for the Envlronment (SFZP), to 
allocate resources 

These objectwes were achieved, as demonstrated m Section 11, Preparation of 
Envlronmental Projects, and Section 111, Assistance to State Environmental Fund, and Annexes A 
and B, which give details on mdividual projects 

B1 Project Start-up 

Foundation Project North (FPN), a local nonprofit envlronmental organlzaoon, was chosen 
as the program's subcontractor Lubomlr Paroha, FPN dlrector, was appomted country manager 
of the program He assembled a team of local experts mcludmg Bretislav Klic as regional 
coordmator for Northern Moravia, Hana Smolkova as field admmstrator, and Michaela 
Panackova-Bechna as assistant field admmstrator for Northern Bohemia Field offices were 
opened m Northern Bohemia and Northern Moravia, the country's most polluted regions, where 
EAPS concentrated its work A field office was establ~shed in Prague m March 1996 to support 
technical assistance provided to the SFZP John W Hales, a U S banker and former dlrector of 
the Trenton Business Assistance Corporation m New Jersey, was posted m Prague as EAPS 
senior financial advisor with the prunary responsibility of providmg techca l  assistance to the 
SFZP 

In early summer 1996, as program activities accelerated, staffing was reorganlzed to 
accommodate new needs Mr Paroha resumed his duties as FPN dlrector and became part-tune 
envlronmental techmcal advisor w~th  the program Mr Klic assumed the responsibilities of 
country manager and Ms Smolkova became regional coordmator for Northern Bohemia m 
additlon to field adm~mstrator Zuzana Kordikova, a part-tune admlmstrat~ve assistant, was hlred 
to assist Ms Smolkova 

The EAPS team focused on strengthemng two essential entitles in the Czech Republic's 
long-term envlronmental mprovement-mumcipalities and the SFZP To attain EAPS objectives, 
the team emphasized tralnrng and asslstlng municipal~ties in project preparation and providmg 
institutional support to the SFZP based on the fund's need to reduce its dependence on subsidies 
and leverage financial resources, unprove credit policies, protect long-term solvency, and 
unprove public accountabil~ty Municipal projects for state funding targeted the reduction of 
harmful air emissions by replacing high-sulphur coal with cleaner-heating fuels EAPS assisted 
municipalities m the country's two most polluted areas, the coal mimng and heavy mdustry areas 
of Northern Bohemia and Northern Moravia The team developed screemg criteria for selecting 
projects for assistance EAPS reliance on local experts created a network of highly qualified 
short-term environmental, financial, and technical specialists around the country that will be an 
unportant national resource m continuing envlronrnental mprovement 

B2 Envlronmental Conditions in the Czech Republic 

Historically, air pollution has been the country's most severe environmental problem, both 
m terms of pollutant quantity and air ambient quality Solid fuels have accounted for 60 percent 
of the country's energy In part~cular, district heatmg plants have pumped tons of noxious gases 



Sect~on I Introduct~on Chemontcs lnterna t~onal lnc 

mto the environment usmg turn-of-the-century technology, low stacks, and highly pollutmg 
fuels Although these plants provide a critical services to customers, thelr mpact on the 
envnonment has affected human health and life expectancy 

Replacmg agmg equipment and convertmg to cleaner fuels had been a priority, but the 
capital required was largely out of reach District heatmg plants, usually poorly managed and 
under government control, could not qualify for commercial loans To bridge the gap, EAPS 
helped these and other institutions access new sources of capltal, prmarily funds from the SFZP 
a prlmary source of envlronmental mvestrnent capital for envlronmental projects that cannot 
obtain commercial financmg EAPS helped the SFZP build its capacity to w e s t  soundly and 
tramed munlc~pali~es m developing successful applications for fundmg To qualify for fundmg, 
district heatlng plants had to demonstrate then capacity to repay loans EAPS helped them 
develop rate structures, introduce standard accountmg procedures, and show plans for economic 
sustamability as part of the application process EAPS also advised the state fund on becoming 
more market-oriented by movmg mto commercially backed loan guarantees to transfer investment 
risk and admmistration to commercial banks 

B3 Creation of National h r  Quality Program 

The EAPS Czech Republic program began at a tme  of intense activity m the environmental 
sector In 1991, the SFZP was established and tasked with frnancmg unfmshed water and a n  
projects The SFZP uses revenue from emissions charges and pollution fees and fines to make 
loans and grants to municipalit~es and industries for environmental purposes mostly for air or 
water mfrastructure projects The SFZP has also benefitted from 6 1 billion K t  (koruna or 
crowns) from the Czech National Property Fund earmarked for alr quality mprovement and 
unrestricted capital of $10 58 million from the Umted States In fiscal 1996, the SFZP had 
revenues totalmg approxmately $19 1 million (see Annex D for detailed financial mformation) 

In 1994, the year following the Lucerne meetmg, the Czech Parliament passed legislation 
establishmg the National Air Quality Program (NPOO), a four-year, 6 1 billion K t  program to 
mprove air ambient quality at the mumcipal level Although relatively small, largely unregulated 
heating sources at the municipal level had the greatest mpact on public health, accounting for 40 
to 60 percent of all a n  pollution EAPS target clients became municipal-level pollution sources 
dispersed throughout the country 

The NPOO requned municipalities to develop complex, highly detailed air quality plans for 
infrastructure mprovement as well as for small busmesses and households, including household 
stove conversion and mprovement or replacement of boilers The prunary objective was to 
reconstruct and replace sources of an  pollution such as district heating plants, especially those 
usmg a large amount of brown coal-based fuels (50 megawatts and up), with cleaner sources of 
energy compatible with existing local systems Key measures to be funded included construction 
of gas distribution systems and development of other energy sources such as solar energy 
Interest-free loans for up to 70 percent of the project cost were available to individual projects 
through the SFZP, with a grace period of five years and total payback period of seven years 

Along with the high level of detail required for project proposals, applicants had to go 
through a tune-consummg application process involvmg a number of decislon makers, in which 
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decisions were often politicized and nontransparent The process began with an application form 
passed from the state district office to the Mlnlstry of Environment and then the NPOO There, a 
first-round decision was made by the NPOO Council, comprised of 7 representatives of the 
mmstries of environment, finance, economy, mdustry, health, and agriculture, 12 representatlves 
of related parliamentary committees, and 1 representative of the association of mumcipalities 
Projects that received first-round approval were required to submit deta~led applications for a 
fmal decision by the SFZP Council 

This process, along with poor communlcation with banks and changes m SFZP operations 
had a negative effect on environmental projects approval, with only 1 m 12 financmg packages 
approved The mtroduction of the EAPS country program m 1995 proved to be a milestone m 
improvmg the workmg relationship of mumcipal borrowers and state and commercial lenders, 
resultmg m a sigmficant Increase m approved financmg, measurable environmental 
Improvements, and more effectwe, responsible, and accountable local government 



SECTION I1 
PREPARATION OF ENVIRONMENTAL PROJECTS 

The rate of approval of municipal environmental proposals in the Czech Republic-8 
percent-was extremely low Clearly, receivmg fundmg to Improve environmental quality at the 
municipal level required significantly stronger proposals that were clearly targeted to fundmg 
priorities After extensive study by technical experts and detailed research, the EAPS Czech team 
adopted guidelines for screemg projects that provided a standard framework for workmg with 
municipalities and set a tone of openness and objectivity In addition, thorough research, strong 
technical analysis, complete responses to the SFZP guidelmes, and clear organnation and 
presentation ensured that applications met and exceeded standards The first-year success rate of 
77 percent (13 financmg applications developed with EAPS assistance were submitted and 10 
were approved by the NPOO Council) is mpressive compared with the national average of 8 
percent (only 1 m 12 approved) Additionally, the EAPS team leveraged USAID assistance to 
mobillze environmental Investment capital at a rate of 1 to 28 

The team determmed that projects 
receivmg technical assistance would meet the 
following guidelmes 

Be located m areas where either 
sulfur dioxide (SO,) or suspended 
particulate matter (PM) annual 
ambient averages exceed World 
Health Orgarmation recommended 
standards 

Lessons Learned 

Guidelines 

Establishing screening guidelines sets a tone of 
openness and object~vity and encourages appli 
cants to submit excellent proposals 

Focusing on smaller towns and municipalities 
maximizes the impact of lim~ted resources 

Fit into the country's air quality program, a national priority 

Address small sources of pollution (low-stack emissions), the source of 40 to 60 percent 
of all pollution 

Focus on smaller towns and municipalities in Northern Moravia and Northern Bohemia 
that could not easily help themselves, where EAPS assistance would have a substantial 
lmpac t 

In addition, the team decided to select projects m collaboration with state district offices, 
which evaluate and prioritize applications at the local level This method of identification was 
chosen to expand municipal involvement in decision making and strengthen mumcipal skills in 
developing and mplementing environmental projects 

B Program Summary 

In the first year, EAPS provided assistance to municipalities to develop 16 investment 
proposals, 6 more than the work plan target of 10 Ten were approved by the SFZP governmg 



EAPS Czech Republic F~nal Report Chemonlcs lnternat~onal lnc 

council for fmancmg, as shown m Table 11-1 below (Table 11-2, on the followmg page, provides 
data on the costs and benefits of these projects ) In the second year, an additional six proposals 
that received EAPS assistance were approved and funded (For a detailed review of all EAPS- 
assisted projects, see Annexes A and B ) 

Lessons Learned 

Project Packagmg 

The full involvement of mun~c~palrties strengthens 

projects improves munlc~pal skills and expands 
local Input In declsion maklng 

Active rnvolvement of well-informed mayors 
contributes to winning proposals 

Training In project packagrng increases the like11 
hood of a successful financmg appl~cat~on 

To provide effectrve technrcal assistance to munlc ' ipal~ties advisors should become rnvolved In the 
early stage of plannmg offer broad range of 
technrcal expertise and widen financial options 

Small projects with an immed~ate demonstrable 
Impact on envrronmental qualrty help create local 
demand to Improve the environment 

The first year of the EAPS Czech 
program (March 1995 to March 1996) 
focused on ~dentifymg, screemg, and 
packaging mumcipal projects The second 
year (April 1996 to June 1997) continued the 
focus on project packagmg, m addmon, 
advisors worked on lmprovmg the ability of 
local government and state mstitutlons to 
make envlronmental decisions and use 
municipal and commercial financial sources 
for env~ronmental mvestments Buildmg on 
the first year's experience and working 
relationships, the EAPS team became 
mvolved at an earlier stage m project 
planning The advisors offered a broader 
range of expertise, extended the EAPS range 
of financmg options to include more 
commercial bank support, and developed 
innovative alternat~ve financmg that opened 
up major new areas of opportunity 

Table 11-1 Project Data, Year 1 
(Numbers of env~ronmental projects) 

In addition to providmg techmcal analysis and assistance, EAPS provided other services 
tailored to specific mumcipal needs For example, m Vratlrnov EAPS provided legal assistance 
m establishmg the innovative Teplo-Vratunov joint venture between a steel mill and the town that 
now serves 32 percent of the city with economical, efficient waste heat In Krasna Lipa, EAPS 
provided 75 percent of the cost of engmeering design services Some projects had not received 
funding approval when EAPS concluded However, m at least one case, in the town of 
Chomutov, the municipality began to Implement the project with its own funds 

Projects Locat~on 

Northern Bohem~a 

Northern Moravra 

Total Czech Republ~c 

' There ts a substantla1 dtfference between the number of projects approved by the SFZP Councd and 
projects signed by the minister The minister at that time often did not follow council recommendations 

Approved by 
Counc~l 

6 

Assstance 
Prov~ded 

7 

S~gned by 
M~n~ster '  

4 
I 

Subm~tted to  
Councd 

6 

9 7 I 
16 13 

4 

10 

3 

7 
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Table 11-2 Costs and Benefits of Approved Projects 

Project 

1 Chomutov 

2 Bhna 

Northern Bohemia 

Project 
Cost 

in mil KE 

4 Krasna L~pa Gas D~stribution System 

5 Krasna L~pa Fac~l~ties Conversion 

Total Northern Bohemia 

14 2 

7 8 

Northern Moravia 

NPOO 
Assistance 

in mil KE 

30 3 

25 7 

100 9 

1 Vratimov 

2 Orlova 

3 Polanka 

4 Petrov~ce 

PM =particulate matter SO, = sulphur dioxide, Nq, = nitrogen oxides 
* Benefits from conversion of municipal facilities in Krasna Lipa are already included in benefits related to 
Krasna ',ipaYs gas distribution system 
** Interest rate on the commercial loan will be covered 

7 1 

3 1 

5 Svinov 

Total Northern Morav~a 

Total Czech Republic 

The support EAPS provided to mumcipalities throughout the life of the project had the 
additional effect of strengthemng effective, responsible, and accountable local government (see 
Table 11-3 on the next page) In Roinov and Dolm Poustevna, for example, joint financing 
schemes were worked out with EU-PHARE, U S Mumcipal Flnance Program (MUFIS), and the 
SFZP, enablmg municipalities to work collaboratively with officials and establish the basis for 
future cooperation The Tanex project provided a model for municipalities and small businesses 
to create financmg packages to mprove envlronrnental practices Train~ng provided to mumcipal 
officials, described on next page, strengthened transparent decision making and cooperation with 
state bank and commercial bank officials 

Reduct~on in Pollutants [tlyl 

24 3 

16 

68 9 

80 

5 3 

14 

7 5 

PM 

3 0 

12 1 

6 4 

113 2 

214 1 

so2 I No, 

5 1 

N/A* 

149 5 

N/A**  

2 1 

5 2 

6 

22 3 

30 2 

3 29 

16 59 

72 19 

3 4 

4 1 

72 8 

NIA* 

181 3 

60 7 

64 7 

74 3 

23 1 

16 6 

NIA * 

37 4 

7 6 

230 4 

379 9 

46 7 

29 7 

32 8 

15 5 

12 9 

4 9 
-- 

7 2 

5 6 

3 7 

128 6 

309 9 

- - 

8 5 

22 1 

59 5 
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Table 11-3 Institutional Strengthemng, Year 2 

Project 

Ludgerovice municipality Coaltgas conversion packaglng 
for the loan 

Assessment of environmental I lmproved municipal skills 
policy 

Description 

lmproved munlcipal skllls In 
seeking financing for 
environmental projects 

Financial and Economlc Model for 
Evaluation of munlcrpal gas 
network 

Roinov, munic~palrty 

lnstltutlonal Impact 

Computerized model I Mobrlrzed munrcipal financial 
Case stud~es Polanka and Krasna sources 
Ltpa 

Feas~brllty study for a sewage 
system 
Water quality Improvement 

Gas assets analysis 

Strengthened cooperatlon 
between t w o  USAlD programs- 
MUFlS and EAPS 

lmproved munrcipal skills Opava munic~pality 

Tanex Litorneilce leather plant Feasibility study for conversion of 
tannery boiler house 
(coal/gas + cogeneration) 
Alr aualitv lmmovement 

lmproved small business skills in 
seeking fmancing for 
environmental projects 

D o h  Poustevna municipality Feasibility study for munrcipal 
heatrng plant conversion (coallgas, 
cogeneration) 
Reconstruction of obsolete district 
heating system 
Air quality improvement 

Successfully Implemented jolnt 
financing SFZP MUFlS EU 
PHARE 

Jilove munlclpallty Environmental improvement of 
municipal heatrng plant 
Air quality Improvement 

lmproved munlcipal skills 

lmproved policies and procedures 
transparency in decision maklng 
cooperation with commerc~al 
Institutions 

Technrcal assistance to state 
fund 

Training activity for municipal and 
state officials 

Focused on implementation of 
EAPS recommendations to state 
fund 

Strengthened transparent decision 
maklng at munlcrpal and state 
levels and cooperatlon wlth state 
fund and commerc~al institutions 

C Project Packagmg Tra~nmg at the Municipal Level 

Trainmg was an integral part of the EAPS approach The team was asked to develop a 
tramng program for mumcipal officials on preparing proposals to obtam loans and grants-from 

- -  - 

the SFZP The trammg's prunary objective was to dissemmate the lessons EAPS learned during 
its first year on unproving the quality of environmental investment proposal planning, analys~s, 
decision making, and presentation to increase the likelihood of receiving financlng Traimng 
partlclpants identified key problem areas in the loan applicaDon process and discussed problems 
during the tralmng (Table 11-4 on the next page) 
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Table 11-4 Key Problem Areas Identified by Tramng Participants 

Role of Reg~onal Off~ces of SFZP r I Unclear role 
lneffment 

Problem Areas Related to  Conceptual Issues 

- -  

Problem Areas Related to lmplementat~on 

Number of appl~cat~ons for support I Too many appl~cat~ons for SFZP support 

Process concept 

SFZP-MZP CR relat~onsh~p 

Ass~gnment of prlorltles 

Terr~tor~al d~s t r~bu t~on  of funds 

Role of D~strlct Offlces 

Unclear 

Unclear 

Lack of standard prlorlty assignment methodology 
Pol~t~c~zed decwon makrng processes 

lnequ~table d~s t r~bu t~on  of funds 

Unclear role In asslgnlng prlorltles 
Irrelevant to  orocess 

)lo; w ~ t h ~ n  the system 

T u a l ~ t y  of appl~cat~ons for support 

Transparency of rules 

Weak ~nsu f f~c~en t  communlcatlon among potent~al appl~cants 
D~s t r~c t  Off~ces and SFZP 
lnattent~on to  appl~cants at SFZP off~ces 
Poor communlcatlon w ~ t h ~ n  SFZP, resultmg In confl~ctmg or 

I Inadequate ~nformat~on for applrcant I 

Too many apphcat~ons that do not meet SFZP d~rect~ves 

SFZP rules nontransparent 

The need for t r a m g  arose from two related factors 

-- - 

D~sbursement and repayment 

Commerc~al fundmg sources 

Poor cornmumcation between project developers, banks, and the SFZP, resultmg m 
many applicat~ons failmg to recelve fmancmg 

Delays may threaten the complet~on of projects 

L~tt le mformat~on on commerc~al sources 
Low use of commerc~al sources 

The need to learn new application procedures and processes 

A%r a succesfffil pilot session to test curriculum and approaches, the EAPS team 
presented two tralnlng sesslons in late sprmg 1997, one m Northern Bohemia and one in 
Northern Moravia, to Inform mayors on financing optlons and lrnprove thelr ability to analyze 
their mun~cipalit~es' financial situation To support the latter objective, the team presented two 
computer models at the tralning to help appl~cants target proposals more appropriately 

Financial Analysls Model (developed by the Urban Institute) helps local governments 
define their needs and the amount they can reasonable borrow 

Present Value of Gas Lines (developed by Dr Nejchelebza, Technical University, 
Ostrova) yields information necessary for negotiating the eventual sale of a gas h e  
with a gas d~stributor 

Both sessions were well attended by a d~verse group, including mayors, district 
envlronrnental officers, SFZP representatives, alternate funding sources such as MUFIS (which 
provides long-term credit at acceptable terms to lrnprove mun~cipal infrastructure), and 
representatives of banks with agreements with MUFIS 
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Participants were provided with a variety of materials Czech case studies, manuals, and 
diskettes for the computer models mentioned above, and information on EU-PHARE and MUFIS 
funding and conditions (the latter from MUFIS representatives and bank officers m the region 
who serve as fundlng contacts) The mayors said that the trairung would assist them in raislng 
funds for envlronmental projects 

D Cap~tal Mobihzed by EMS for Financmg Environmental Projects in the Czech 
Republ~c 

EAPS achieved a leveragmg ratio of roughly 1 28 m the Czech Republic Approxmately 
$650,000 was expended to assist specific envlronmental projects m o b t a m g  fundmg, mcludmg 
projects listed below m Table 11-5 Other projects were screened for assistance and rejected, 
while several others were not approved for financmg or were withdrawn after receivmg EAPS 
assistance Approxunately $18,268,000 in capltal has been mobillzed for these projects 

Table 11-5 Funds Leveraged urlth EMS Assistance 

EAPS Assrsted Envrronmental investment Projects 

Dolnr Poustevna munrcrpalrty gas~frcatron and conversron I $1 500 000 

Jrlove rnunrcrpal~ty coaltgas conversron 

Chornutov mun~crpal~ty coallclean fuel alternatrves conversron 

$1 400 000 

$580 000 

Lrtomi6rrce Tanex Leather Plant coaltgas conversron 

Lrberec munrcrpalrty gas fueled drstrrct heatrng system 

$640 000 

$91 6 000 

Polanka rnunrcrpalrty gasifrcatron and conversron 

Svrnov munlcrpalrty coal/gas conversion 

Bflrna munrc~palrty gas~frcat~on and conversion 

$560 000 

$256 000 

$312 000 
-- - 

Petrovrce u Karvrne mun~crpallty coallgas conversron 

Teplo Vratimov munrcrpalrty waste heat utrlrzat~on and cogeneration 

Opava rnunrcrpalrty, coallgas conversion 

Orlova munrclpalrty, coal/alternatrves convers~ons 

Although not reflected in expenditures, EAPS has had a positive mpact m related areas 

$300 000 

$3 000 000 

$1 880 000 

$212 000 

Ludgefovrce munrcrpalrty coallgas conversron 

Krasna Lrpa munrc~palrty (I & II) gas~frcatron and conversion 

Duchov rnunrcrpalrty coaltgas conversron 

Roinov rnunrcrpalrty sewage system (water qualrty ~rnprovement) 

TOTAL 

strengtherung environmental investment These lnclude mproving environmental p o k y  and SFZP 

- -- 

$579 000 

$2 240,000 

$360 000 

$3 533,000 

$18 268 000 

operation, expanding transparency m decision making, mproving municipal skills, mobillzmg 
municipal financial sources, and mcreasmg cooperation between the SFZP and commercial - 

financial institutions 



SECTION I11 
ASSISTANCE TO STATE ENVIRONMENTAL FUND 

A Challenges of Planning SFZP Assistance 

A major component of the EAPS Czech Republic program was providmg financial advisory 
services to the SFZP, the mam source of fmancmg for rnunlcipal environmental projects (76 
percent of SFZP assistance in fiscal 1996 went to municipalities ) Of the Czech Republic's 6 300 
municipalities, 90 percent have fewer than 2,000 mhabitants, with lmited access to bank 
financmg and no access to bond financing The SFZP assisted priority polluted areas with soft 
financmg and grants 

A number of major challenges faced EAPS as team members began to plan assistance to 
the fund 

A capital shortage relative to the demand for financing 
A large number of requests for small projects 
Solvency and sustamability risk from politicized, risky, and large credit decisions 
Lunited recogrution of the SFZP's potentially positive role in credit markets 
Lunited cooperation with financial markets 
Poor public relations, public education, and public participation 
Slow pace and unpredictability of fiscal decentralization 
Llmited financial management skills and accountmg practices 
Slow response and adaptation to economic changes 

From the begmng,  demand for SFZP assistance far exceeded available revenues In one 
representative year, the SFZP received requests for more than 12 billion KC in assistance but had 
just 6 6 billion KC available Its other mam source of revenue-fees and fines from 
pollution-was decreasing as pollution control unproved 

B EAPS Assistance and Institut~onal Reforms 

Given these challenges, EAPS 

advisor, EAPS drew on outside resources, 
banks and other Czech institutions 
performed objective project analysis, and 
promoted policy changes 

assistance to the SFZP centered on leveragmg 
financial resources, protectmg its long-term 
solvency, and improving public 
accountability EAPS was responsive and 
flexible m fieldmg SFZP management 
requests An unbiased and mdependent 

B1 Objectives of Assistance 

Lessons Learned 

Collaboration 

lnvolvmg all stakeholders-banks, rnunlc~pal~t~es 
the state fund clt~zens and others-from project 
start Increases the l~kellhood of success 

Formally ~nvolvlng lenders In project development 
ensures the project will be developed appropriately 
for fundlng 

A donor acting as a responswe unb~ased and 
Independent advlsor helps stakeholders achleve 
common goals 

- -- - 

EAPS had three basic objectives in 
working with the SFZP 
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To mprove SFZP mstitutional capabilities, solvency, and operatmg efficiency by 
expanding systems and capaclty for credit admmstration and mproving public 
accountability and transparency 

All EAPS reports mcluded recommendations and concrete steps to mprove fund solvency 
and sustamability A system for credit admlnlstration established greater accountab~llty, 
predictability, and transparency for SFZP project selection criteria 

To provide analysis and recommendations on the risks of extending guarantees for 
several large and risky loans 

As a result of this assistance, the fund established a standard~zed loan guarantee program 

To help the SFZP leverage its resources to stimulate envlronrnental investments 

EAPS focused first on reducmg grant support to projects with the capacity to service debt 
EAPS also concentrated on fostermg commercial bank fmancmg of mun~cipal envlronrnental 
projects through standardized loan guarantees 

B2 Inst~tut~onal Reforms 

EAPS helped the Mmstry of the 
Environment (MOE) and the SFZP implement 
numerous policy changes, ~ncludmg 

Lengthemg loan terms from 5 to 10 
years 

Luniting assistance to a maxlmum of 
50 million KE per project ($1 75 
million) 

Evaluating applications based on 
ability to self-fund and repay debt 

Reducmg subsidy levels from 80 
percent of project cost to 60 percent 

Charging interest rates on all loans 
(previously no-merest loans were 
offered) 

Lessons Learned 

I Fund Effectiveness 

I Strengthenmg transparent governance IS an rmpor 
tant result of envwonrnental actrvrty 

Funds Improve thew effectweness by keeplng pace 
wrth economlc transrtlons and rnaturmg fmanclal 
markets 

Market based bankmg practices accelerate envl- 
ronrnental Improvement and reduce rlsk for state 
funds 

Involvmg mult~ple lenders and using alternatwe 
flnanclng Increases the Ilkellhood of full fundlng 

Alternative frnancmg enables borrowers to  under 
take hlgher r ~ s k  projects w ~ t h  potent~ally major 
benef~ts 

Initiating a loan guarantee program 

Soliciting support and requests for municipal loan guarantees from commercial banks 

Addinonally, Foundation Project North prepared a priority-setting methodology that the 
SFZP accepted in February 1997 This methodology was also expected to be applied in the 
MOE 
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As another part of its assistance, EAPS provided a number of advisory documents to the 
SFZP, mcludmg the followmg 

"Developmg a Loan Guarantee Program Background, Rev~ew and Recommendations" 
(August 1996) 
"Fundamentals of Loan Guarantees" (February 1997) 
"Analys~s of Proposed SFZP Guarantee to ECO GAIA a s , with Recommendations" 
(October 1996) 
"Analys~s of Pendmg Loan Guarantees by the SFZP, w~th Recommendations' 
(November 1996) 
"A Review of Operations and Procedures of the SFZP" (October 1996) 
"Guidelmes for Credit Policy for the SFZP" (November 1996) 
"Guidelmes for Credit Procedures for the SFZP" (January 1997) 
"Guidelmes for Credit Analysis for the SFZP" (May 1997) 

B3 Expanded Transparency 

By establishmg new policies, the SFZP expanded the transparency of its operations and 
processes This will strengthen the capacity of applicants, especially mun~c~palities, to evaluate 
project mvestrnents The fund 

Returned about 1,500 pendmg applications for resubmission under the new criterla 

Established a regular weekly open-door visitation day on Tuesdays for applicants 

Instituted disbursement controls to avo~d the misappropriation of funds 

Included for the first tune, in an appendlx to its 1996 annual report, a comprehensive 
listing of projects chosen for financing, with mformation on type, amount, location, and 
fmancmg terms 

Expanded its financial project preparation analysis to Include more comprehensive 
evaluation of cash flow and capacity to repay debt and mstituted credit procedures 
protecting solvency 

C Recommendations 

The EAPS experience m the Czech Republic yielded much information and many lessons 
learned beyond the program's original objectives Many of the followmg recommendations could 
be effectively unplemented with USAID assistance m other developing nations and transition 
economies 

Mamtain the independence of state environmental funds from institutions wth 
parallel mterests, such as banks and other national ministries Acting as an 
mdependent advisor, a state fund can offer advice m potentially politicized situations and 
act as an mtermediary with other mstitutions An advisory board, mcluding members 
from NGOs, the financial sector, and government, can help a state fund make 
transparent decis~ons 
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Institute changes that foster EU accession EU accession is a priority for most Central 
European natlons U S donor assistance should recogme this as a prmary national 
goal and use it to help exped~te lnStitUti0nal reforms in the envlronmental sector 

L~nk environmental projects to local government reform Individual municipal 
projects financed by the Czech State Fund resulted in more effective, responsible, and 
accountable local government and accelerated the development of private enterprises and 
the financial sector 

Link envlronmental fund assistance and banking reform Fund financmg strategies 
should be consistent with bank reform, regulation, and privatization Funds can more 
effectively fulfill thelr objectives by mstituting basic bank-llke policies and procedures 
that help them Integrate with financial markets 

Employ public relations and public educat~on to gain long-term support for state 
funds and environmental mprovement State funds can help Increase local recognition 
of the value of envlronmental investments and the need for service-based fees to support 
cost recovery, mprove envlronmental awareness and pollution prevention efforts and 
generate public support for thelr work 

Inst~tutionalue a process to enable funds to respond to economic changes Funds 
need procedures to help them keep pace with economic changes For example, early m 
thelr life cycle, funds may emphasue market-based financing mechanisms Later, as 
pollution abates and revenue from fees and fines decreases new sources of financing 
will be needed Advisory boards can provlde guidance m this area 

Introduce market-based practices that accelerate environmental mprovement and 
reduce rlsk These mclude capitalua~on grants rather than subsidies, standardued loan 
guarantees, lending consortia, incentives and disincentives for borrowers, regional 
borrowing and collateral pools, bond banks to finance small municipal projects, and 
longer-term loans with staggered amortization 

Support prlvate Investment m infrastructure development Thls would be especially 
useful with larger municipal projects requiring participation financing 

Build the capaclty of pnvate enterprises to prevent pollution Funds could help 
educate private enterprises on the long-term financial benefits of pollution prevention 

Integrate fund financial and techn~cal/environmental functions All criteria should be 
mtegrated for cost-effectiveness and transparency in selecting projects for financing 



SECTION IY 
ACHIEVEMENTS 

As EAPS demonstrated m the Czech Republic, donor assistance can help municipalities and 
envlronmental funds develop market-based borrowing and lending practices that Improve 
environmental quality over the long run 

The EAPS approach was to strengthen both parts of the Czech Republic envlronrnental 
q u a ~ m = r n m i p ; a l i ~ d ~ t h e  state env~ro~mental fund To assist mumci~alities EAPS 
emphasized project preparation and t r a w g  To assist the SFZP, EAPS provided lnstitutlonal 
support to help the fund leverage financial resources, protect long-term solvency, and mprove 
public accountability In most mdividual projects, EAPS played an Important role m facilitatmg 
negotiations between the mumcipality and the fund 

EAPS' mam contributions Include 

Introducing thorough research, strong technical analysis complete responses to SFZP 
guidelmes, and clear organuation and presentation to the application process The flrst- 
year success rate of 77 percent (13 fmanclng applications developed with EAPS 
assistance were submitted and 10 were approved by the NPOO Council) is mpressive 
compared with the national average of 8 percent (1 out of 12) 

Assisting in proposal development and packaging for 16 municipal environmental 
projects that were approved for fundmg, at a cost to EAPS of $650,000 Approxunately 
$18,268,000 m capital was secured for these projects as of August 1, 1997 (see Table 
11-5) Of major mportance m sustamability, local staff were tramed in the process 
EAPS achieved a leveragmg ratio for USAID funds of 1 28 in the Czech Republic 

Developmg criteria for comprehensive evaluation of potential packagmg and fmancmg 
applicants, mcludlng technical, environmental, and financial analysis 

Creating a national network of highly qualified short-term environmental, financial, and 
technical specialists that will be an mportant national resource in continumg 
environmental mprovement 

Developmg a methodology for setting regional environmental priorities that was adopted 
as standard by the SFZP Council and has helped unprove transparency and democratic 
processes 

Facilitatmg clear rational, and independent communication among mumcipalit~es, 
busmesses, and financial mstitutions 

Providing training and seminars-unportant tools to lmprove communication, 
transparency, and democratic processes 

Assistmg Ministry of the Environment and the SFZP in unplementmg numerous policy 
changes, including lengthening loan terms from 5 to 10 years, luninng assistance to a 
maxunum of 50 million K t  per project ($1 75 million), evaluating applications based on 
ability to self-fund and repay debt, reducing subsidy levels from 80 percent of project 
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cost to 60 percent, charglng merest rates on all loans, mtlatlng a loan guarantee 
program and solicitlng support and requests for municipal loan guarantees from 
commercial banks 

Introducmg new computer models for fmancial and envlronmental analysis 

Supportmg innovative solutions such as usmg waste heat to provide heat to 32 percent of 
the population of the city of Vratlmov and creatlng the Teplo-Vratmov joint venture to 
lrnplement tlus economically and ecologically desirable service 

In summary, EAPS made a sigmficant contribution to efficiently allocating fmancial 
resources for envlronmental lrnprovement and developmg mumcipal capacity to undertake 
successful environmental projects Its efforts to increase cooperation between the SFZP and 
commercial fmancial mstitutions helped leverage financing for envlronmental projects 



ANNEX A 
- -- -- -- -- 

YEAR 1 PROJECTS 



BILINA MUNICIPAL GAS CONVERSION 

Key Elements of EAPS Assistance 

Provided expert oplmons on rune projects (SIX gas line constructions, two gas 
conversions of smaller boiler houses), as a result, one project was eluninated as not 
cost-effectwe 

Assisted m packaging and submittmg application to the SFZP 

Status The project was approved by the SFZP Council in spring 1996 and signed 
by the minister Construction was completed by fall 1996 

Financing 60 percent mumcipal, 40 percent SFZP (grant) 

Leveraging ratio 74 8 (total project cost $312,000, EAPS cost $4,168) 

Reduction m Pollutants m TonsIYear 

Project Description 

The town of Bilma, located in the North Bohemian brown coal basm, has a population of 
5,000 Like many commumties m the region, it relied on brown coal for municipal, residential, 
commercial, and mdustrial heatmg There were lunited or no pollution controls for highly 
polluting coal-burrung stoves and boilers Air quality posed a sigmficant risk to public health 

Before 

After 

improvement 

Bilma sought EAPS assistance to secure an agreement from the SFZP to finance 
construction of SIX natural gas pipelines and related facilities, convert households to natural gas 
heatmg, and connect mumcipally owned boilers to the expanded natural gas distribution system 
EAPS developed expert assessments of appropriate natural gas technologies and detailed estmates 
of potential environmental benefits It also supervised the town's cred~t assessment to qualify for 
soft loans and grants from the SFZP 
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With EAPS assistance, Bilina secured financing from the fund in 1995 for construction of 
four pipelines The town secured 70 percent of total project funding from non-municipal sources 

The project resulted m construction of a gas distribution system, coaltgas conversion of 
mumcipally owned residential boilers, and virtual ellmination of emissions of sulphur dioxide 
(SO,), particulates, and carbon oxides (CQ) 
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CHOMUTOV HOUSEHOLD HEATING CONVERSION 

Key Elements of EAPS Assistance 

0 

Status 

Idenhfied 502 flats owned by the mumcipality to be converted from brown coal 
Conducted detailed survey of the 502 flats 
Suggested individual solution for each flat, mcluding cost estimates 

Assisted m packaging and submittmg application to the SFZP 
Facilitated relationship with the SFZP 

Project approved by the SFZP Council m sprmg 1996 but not signed by 
the mlrnster as of July 1997 The town began unplementmg the project 
with its own funds m accordance with the plan provided by EAPS 

Financing 50 percent municipality, 50 percent SFZP grant (not awarded) 

Leveraging ratlo 136 2 (total project cost $580,000, EAPS cost $4,260) 

Reduction in Pollutants in Tonslyear 

Before 

After 

Improvement 
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LIBEREC MUNICIPAL AIR QUALITY PROGRAM 

Key Elements of EAPS Assistance 

Provided expert opmions on nine projects (gas conversions of small boilers, construction 
of gas lme segments) 

Assisted m packagmg and submittmg application to the SFZP 

Facilitated negotiations with the SFZP 

Status The project was approved by the SFZP Council in sprmg 1996 and signed 
by the minister Construction was completed by fall 1996 

Fmancmg 20 percent mumcipal, 80 percent SFZP (half loan, half grant) 

Leveraging ratio 164 7 (total project cost $916,000, EAPS cost $5,560) 

Reduct~on in Pollutants m Tonslyear 

Before 

After 

Improvement 

PM 

74 09 

0 06 

74 03 

so2 
116 14 

0 02 

116 12 

NO, 
24 97 

4 48 

20 49 

cox 
374 5 

0 09 

374 41 

CXHY 
83 23 

0 33 

82 9 



KRASNA LIPA GAS CONVERSION AND 
PIPELINE EXTENSION 

Key Elements of EAPS Assistance 

General 

Provided technical assistance m shaplng mumcipal air quality plan 
Introduced focus on energy efficiency by suggesting construction of a cogeneration 
plant, the mmcipality accepted the suggestion 

Phase I Construction of Mid-pressure Gas Distribution System 

Provided expert advice 
Assisted m packagmg and submittmg application to the SFZP 
Facilitated negotiations with the SFZP 

Phase I1 Coal to Gas Conversion of 10 Mun~cipal Facil~ties 

Contributed 75 percent of the cost of detalled engmeermg design 
Provided expert advice 
Assisted in packagmg and submittmg application to the SFZP 
Facilitated negotiations with the SFZP 

Financmg 28 percent mumcipahty, 72 percent SFZP (40 percent grant and 32 percent 
loan) 

Leveraging ratlo 101 3 (total project cost $2 240,000, EAPS cost $22,120) 

Reduct~on In Pollutants m Tonslyear 

Project Description 

I I PM I SO, I NOA I COY I C,Hv I 

Krasna Lipa is a North Bohemian town of 3,500 Llke many commumtles m the region it 
relled on highly polluung brown coal as its principal heating fuel Krasna Lipa had a central 
steam heating facility equipped with 3 coal-fired boilers servicing 2 textile plants, the town 
hospital, and 220 residential flats The resultmg poor ambient alr quality was a sigmficant public 
health threat 

Before 

After 

Improvement 

A high pressure natural gas p~peline ran just beyond the outskirts of Krasna Lipa EAPS 
designed a pollution reduction project that extended a mid-pressure gas transmission pipeline into 
town, constructed a low-pressure distribution system within the municipality, converted the 
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municipal boilers to natural gas, and connected 700 residences, the 2 factories, and the town 
hospital to this system EAPS techmcal assistance included assessing all natural gas technologies 
involved in the pipelme construction and boller conversions and assessmg environmental benefits 
achieved through this project EAPS also produced a detailed evaluation of the municipality's 
creditworthmess, requlred by the SFZP 

On the basis of supportmg documents and studies provided by EAPS experts, the SFZP 
provided $1 6 million for this project Half of the funds defrayed the costs of extendmg natural 
gas transmission lines mto Krasna Lipa The remamder paid for converting municipal boilers 
from coal to natural gas and establishing a fund for subsidlzmg conversion of individual 
residences 

The town's conversion program achieved dramatic mprovements m ambient air quality 
Part~culate emissions declined from 173 tons to 1 2 tons annually, a reduction of 99 3 percent 
The project completely elmmated sulfur dioxide emissions (SO,), formerly averaging 191 tons 
per year Reductions in carbon oxides (CO,) were equally mpressive, falling from an annual 
average of 993 tons to less than 1 ton per year, a reduction of 99 percent 

On the basis of EAPS success with this project, Krasna Lipa agreed to serve as an EAPS 
tralning laboratory for officials mplementing municipal gas conversion projects across the region 



TEPLO-VRATIMOV MUNICIPAL HEATING DISTRICT CONVERSION 

Key Elements of EAPS Ass~stance 

Developed a busmess plan for Teplo-Vratmov 

Developed a spreadsheet model for capital investment planning and service pricing and 
applied it to planned Teplo-Vratmov operations, mcluding a capital budget for the Joint 
venture, pro forma balance sheets, an mcome statement, and a district heatmg pricing 
system 

Evaluated various pricmg options and made recommendations on heating prices and 
subsidy levels 

Provided a brief outline of current regulations on district heatmg 

Provided legal assistance durmg establishment of the Teplo-Vratmov joint venture 
between the mill and the town 

Assisted in packagmg and submitting application to the SFZP 

Facilitated negotiations with the SFZP 

Construction started September 1995 and was concluded on deadlme by 
September 1996 The new system was m operation durmg the 1996-1997 
heatlng season and achieved excellent results 

Leveraging ratio 315 8 (total project cost $3 million, EAPS cost $9,500) 

Reduction in Pollutants In Tonslyear 

Project Descr~ptlon 

Improvement 

Vratmov is a mumcipal suburb of 6,800 bordering Ostrava, the most heavily polluted city 
in the Czech Republic The town relied on low stack coal burning block boilers for much of its 
residential and municipal heatmg adding significantly to the town's heavy air pollution 

In 1995 Vratlmov formed a jolnt venture with nearby Nova Hut Steel Mill under which 
the town channeled waste heat released at the mill to a central heating system, enabling it to 
discontinue the use of 15 coal-burnmg block boilers and 1 antiquated gas boiler 

PM 

106 

The project fit the mill with heat exchangers, pumpmg stations, and related electrical 
equipment, constructed 3 9 lulometers of mam conduits to the mumcipality, and fitted the 
distribution system with heat exchangers, and metermg and regulating devices This represented a 
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capital mvestment of $3 million m Teplo-Vratmov, a jomt venture m which the mill and the 
town each had 50 percent ownership 

EAPS experts were deployed to the Nova Hut mill to evaluate its ability to supply the 
project with heat through captured waste heat and mcrease production at the mill's cogeneration 
plant EAPS provided detailed analyses of the jomt venture's business plan EAPS also evaluated 
the overall economic and environmental benefits to the m ~ l l  and the mumcipality from developmg 
a district heatmg system based on use of the mll's waste heat 

The district heatmg system was designed to rely on waste heat for 80 percent of its needs 
with the remalnlng 20 percent generated at the rmll for sale to Teplo-Vratlmov at prevailmg 
market rates The mill's increased energy production resulted m a negligible increase of air 
emissions at the mill However, by withdrawing 16 block bollers from use withm the 
municipality, Vratunov's particulate emissions fell by 55 percent, sulfur dioxide emissions 
declmed by 72 percent, and carbon oxides emissions dropped by 93 percent 

Waste heat is now used by schools, health and cultural facilities shops and offices as well 
as by 612 city-owned apartments with approxunately 1,840 mhabltants, representing 32 percent 
of the town's population 



Key Elements of EAPS Assistance 

Provided expert oplnion on environmental Impact 
Assisted m assembling documentation and packagmg application for the SFZP 
Facilitated negotiations with the SFZP 

Status Project was rejected by the SFZP After appeal to the SFZP, negotiations 
continue 

F~nanc~ng 60 percent municipal, 40 percent SFZP (grant) 

Leverag~ng ratlo 129 3 (total project cost $212,000, EAPS cost $1,640) 

Reduct~on m Pollutants in Tonslyear 

Project Descr~pt~on 

Total Reduction (tly) 

64 702 

Ernlss~on 

Sohd substances 
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Aldehydes 

Orlova IS a town of approxmately 36,400 residents located in Northern Moravia Its 
households relied on brown coal for heatmg purposes The resulting poor air quality prompted 
Karvina Dlstrict officials to place Orlova at the top of the priority list for remedlal alr pollution 
projects 

The project's goal was to lmprove air quality by replacing solid fuels used m local furnaces 
(brown coal, black coal sludge, and slate) with natural gas, electric power, remote heat supply, 
industrial waste heat, and biogas The project amed to supply approximately 70 percent of family 
houses (260 houses) wlth gas Removal of 260 local air pollution sources m the town's highly 
exposed area would result in significant air emissions reduction at a reasonable cost, helpmg 
achieve a long-term program for air lrnprovement in Orlova 

Status Before 
lrnplementatlon (tly) 
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EAPS negotiated a cost-sharing agreement with a local natural gas distribution company 
Under th~s  agreement, the distributor assumed 30 to 40 percent of the costs of upgrading 
Orlova's existing natural gas distribution network 

Status After 
lrnplernentat~on (tly) 
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EAPS provided the project with documentation necessary to qualify for SFZP grant 
support SFZP grants covered $221,000, approxmately 40 percent of total project costs The 
project's estmated cost was approxmately $552,000 

A total of 230 residences were converted from coal heat to natural gas, with another 30 
residences converted to electricity The conversions reduced total emissions of particulate matter 
from 740 tons to 340 tons per year, a 46 percent reduction Sulphur dioxide emissions (SO,) 
declined from 500 tons to 300 tons per year, a reduction of 60 percent while carbon oxides 
emissions (CO,) dropped from 650 tons to 400 tons annually, a reduction of 62 percent 



PETROVICE U KARVINE SOLID FUELINATURAL GAS CONVERSION 

Key Elements of EAPS Assistance 

0 

0 

0 

Status 

Provided expert opmon on environmental Impact 
Provided expert assessment of client's cred~tworthiness 
Assisted m assembling documentation and packaging application for the SFZP 
Facilitated negotiations with the SFZP 

Project was approved by the SFZP Construction was completed by fall 
1996 

Financing 20 percent municipality, 40 percent SFZP (half grant, half loan) 

Leveragmg ratio 105 3 (total project cost $300,000, EAPS cost $2,850) 

Reduction m Pollutants m TonsIYear 

Ernlsslon 

Sohd substances 
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Total Reduction (tly) 
Status Before 

lrnplernentat~on (tly) 

23 107 

CXH, 
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Project Descr~pt~on 

Status After 
lmplementat~on ftly) 

0 016 
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Petrovice u Karvine is a town of 5,000 residents in Northern Moravia The town had 
previously invested a total of $21 million to construct and extend a natural gas distribution system 
and convert the town's residences to gas heat Many residences however, continued to rely on 
highly pollutmg brown coal for home heating The result that the town's poor alr quality made it 
the second highest priority in the District of Karvina for air quality lrnprovement The town 
applied to the SFZP for grant funding to support the conversion of 220 residences and several 
mumcipal buildmgs, including 2 schools, from coal to natural gas heating 

0 008 
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0 004 

EAPS experts developed technical plans and documentat~on requ~red for loan and grant 
applications to the SFZP These included evaluations of proposed pipelme and furnace 
technolog~es and estunates of emissions reductions to be achieved through conversion EAPS also 
conducted a detailed financial and credit analysis of the town to determine its capacity to fund the 
project through Increased debt EAPS experts estlmated that convertmg 220 residences and 
addmonal municipal buildmgs would cost $505 000 Equlpped with the techn~cal support 
provlded by EAPS experts municipal officials succeeded m securing $447 000, or 88 percent of 
the total project cost, from non-municipal sources The project reduced particulate emissions by 
48 5 percent, sulfur dioxide emissions by 32 percent, and carbon oxides by 32 percent 

0 104 

0 



POLANKA GAS NETWORK 

Key Elements of EAPS Ass~stance 

Provided expert opmon on environmental unpact 
Assisted in assembling docurnentat~on and packaging application for the SFZP 
Facilitated negotiations with the SFZP 

Status Project was approved by the SFZP Construction of Stage 2 is completed 
Stage 3 is under construction 

Financmg The SFZP provided a grant for 18 percent of the funding over five years 

Leveragmg ratlo 191 (total project cost $560,000, EAPS cost $2,880) 

Reduct~on m Pollutants in Tons/Year 
After Stage 2 

I Aldehydes I 0 008 I 0 I 0 
- -  1 

Ern~sslon 

Solld substances 

SO, 

Project Descr~ption 

The project's goal was to unprove air quality m Polanka by replacing solid fuels such as 
coke, black coal, and black coal sludge with natural gas 

Status Before 
lrnplernentatlon (tly) 

74 313 

32 832 

The project called for gas heat to be introduced m three stages Under the project's first 
stage (1993 to 1994), 300 family houses received gas In the second stage (1995 to 1996), gas 
was introduced to 325 family houses and 10 buildings, including a nursery school, a town district 
office buddmg a church, a pub, grocery shops, and greenhouses In the th~rd stage (1997 to 
1998) gas was introduced to approxmately 275 family houses In total the project supplied 900 
family houses and 10 buildings with gas heat, or more than 80 percent of heated buildmgs m the 
community 

Status After 
lrnplernentatlon (tly) 

0 024 

0 012 

Total Reduct~on (tly) 

74 289 

32 820 



SVINOV CONVERSION FROM COAL TO NATURAL GAS 

Key Elements of EAPS Assistance 

Provided expert oplmon on environmental Impact 
Ass~sted m assemblmg documentation and packagmg application for the SFZP 
Facilitated negotiations with the SFZP 

Status Part A of the project was approved by the SFZP Construction was 
completed by fall 1996 Part B was rejected because of changes m SFZP 
rules 

F~nanc~ng Part A 20 percent mumcipal, 80 percent SFZP (half loan, half grant) 

Leverag~ng ratlo 144 6 (total project cost $256,000, EAPS cost $1,770) 

Reduction m Pollutants m Tonslyear 

Ern~ss~on 

Sohd substances 

so2 

Aldehydes I 0 029 I 0 I 0 029 

Status Before 
lrnplernentat~on (tly) 

7 646 

~ - - ~ -  

cox 
CxHv 

Project Descnpt~on 

3 718 

In accordance with SFZP requirements, the project was divided in two parts The project's 
first part involved converting fuel to natural gas in two schools, a fire brigade center, and a 
municipal maintenance center The second part concerned convertmg fuel m 8 munic~pal 
apartment buildings with 46 apartments These were Svinov's last mumcipal pollut~on sources 

Status After 
lrnplernentat~on (tly) 

0 005 

16 380 

3 640 

Total Reduction (tly) 

7 641 

0 001 

0 819 NOx 

3 717 

0 960 I 0 141 

0 079 

0 031 

16 301 

3 609 



ANNEX B 
- - -- -- - - - 

YEAR 2 PROJECTS 



TANEX CO BOILER CONVERSION 

Key Elements of EAPS Assistance 

Conducted survey and evaluation and recommended environmental mprovements 

Conducted feasibility study mcludmg alternative solutions, technology suppliers analysis 
of investment and operational costs financial analysis of options, and recornmendatlon 
on optlmal alternative 

Status (at the The tannery hued an engmeermg firm to design drawings and 
end of July 1997) techmcal specifications for the alternative selected and is negotiating the 

terms of a loan agreement with a commercial bank 

Leveraging ratio 49 8 (total project cost $640,000 EAPS cost $12,860) 

Reduction m Pollutants m Tonslyear 

I I 

After Opt~on 1 I 1 I 90 I 
Before 

Optlon 1 cloth filter optlon 2 change of fuel to natural gas 

Project Description 

PM 

2 2 

The Tanex leather factory, located approximately 400 meters from the historic center of the 
municipality of Litomerice m Northern Bohemia, significantly contributed to the town's poor air 
quality Emissions from the factory's coal-burmng boiler exceeded allowable au  quality 
standards The factory requested technical assistance from EAPS to determine the best method to 
bring total emissions into compliance with national alr quality regulations (The tannery could be 
shut down after 1998 if it does not comply with strict new emissions lmits ) 

so2 
92 

EAPS experts conducted a detailed analysis of the composition and concentration of Tanex 
au emissions, evaluated alternatives to existmg boiler operations, mcluding retrofimg the boiler 
with emissions momtoring and control technologies and converting it to natural gas In addition, 
EAPS prepared corporate credit and financial analyses required for loan applications to the SFZP 
and other potential investment sources 



Key Elements of EAPS Assistance 

Provided expert advice on air quality, assessed techcal,  economic, environmental, and 
legal aspects of potential alternatives 

Conducted feasibility study of central district heating system to design optlons for heat 
supply 

Developed financrng alternatives for option chosen through the feasibility study 

Submitted application to EU-PHARE Black Triangle Programme for financial assistance 

Status (at the end Project is pendrng PHARE approval Mumcipality is taking steps to 
of July 1997) Implement the project - 

Leveragmg ratio 112 4 (total project cost $1,500,000, EAPS cost $13,350) 

Reduction in Pollutants in Tonslyear 

Project Description 

Before 

After Optton A 

Optton B 

Optton C 

The mumcipality of Dolnl Poustevna is situated m the Decm Distrlct in Northern Bohemia, 
along the Czech-German border To meet the rigors of the region's cold cllmate, Dolm 
Poustevna7s extensive but obsolete central heatmg system featured a steam boder house fired by 
solid fuel-burning, low-quality brown coal The heating system, which exceeded national 
emissions limits, had an added polluting effect because the central boiler was m the city's center 
Boller efficiency was low, the distr~but~on system suffered from hlgh losses, and the supplled 
heat was rnsufficient and low m quallty The system posed a threat both to the environment and 
to public health The municipality sought EAPS assistance to design alternative heat supply 
options to reduce ermssions 

EAPS analyzed the munic~pal distrlct heatmg system's status and estunated future power 
demands, evaluatmg possible savings from updatmg heat generation, distribution, measurement, 
and regulation technologies EAPS experts assessed locations for heat and electricity cogeneration 
efficiency for central heatmg distribution They also compared the estunated emissions levels of 
proposed options 

PM 

8 5 

0 085 
0 028 

0 024 

so2 
9 6 

0 17 
0 013 

0011 

NO, 
12 

14 2 

4 63 

3 89 



EAPS specialists approached economic analysis from the pomt of view of both investors 
and the mun~cipality They based their analysis on economic parameters and criteria such as 
Internal rate of return mvestment pay-back period, and m i m u m  reference unlt price of heat 
EAPS also carried out a sensitivity analysis lncorporatmg prices for alternative fuels, equipment 
configurations, and demand levels 

The project developed an envnonrnental lrnprovement plan and facilitated lnvestrnent 
preparation for municipal facilities to lrnprove an qual~ty 



Key Elements of EAPS Assistance 

Evaluated envlronmental policy 
Suggested mprovements 

Project Description 

The city of Havzi-ov, located m Northern Moravia, has a population of approxmately 
120,000 Havlfov had sigmficant environmental problems m almost every sector alr and water 
pollution, waste management, soil protection, nature conservation, forest protection, and 
accidental hazardous contarnmation from mdustrial sources Recognizing the severity of its 
problems, the city worked out a draft environmental policy that needed refining EAPS was 
commissioned to evaluate the city's envlronmental condition and formulated recommendations on 
environmental policy 

After evaluating the city's envlronmental policy, EAPS recommended conducting a SWOT 
analysis to determme overall project goals The SWOT analysis identified problems and shortages 
m each envlronmental sector and established priorities according to consequence and urgency 
EAPS experts recommended developmg recreational activities in the city such as bicycle paths, 
and sportlng areas and mvolvmg the public through envlronmental education 

Th~s  acbvity mproved Havifov's envlronmental policy, which will lead to mprovements in 
area alr, water, sod, and nature Additionally, Havirov's envlronmental policy is a potential 
model for other municipalities 



ALoV@ AIR QUALITY ASSESSMENT 

Key Elements of EAPS Assistance 

Provided expert oplmon on alr quality, mcludmg assessmg techmcal, economic, 
environmental, and legal aspects of alternatives 

Status (at the end 
of July 1997) Due to changes m legislation, the project has not been mplemented 

Leveragmg ratio 271 8 (total project cost $1,400 000, EAPS cost $5,150) 

Reduction m Pollutants in Tonstyear 

Optlon 1 cloth filter option 2 change of fuel to natural gas 

Before 

After Opt~on A 

O~tron B 

Project Description 

PM 

10 
so2 
3 7 

The housmg estate heatmg plant at Jilove, accordmg to the Clean Alr Act, was a major 
source of polluhon, with a thermal output exceeding 5 MW Average annual concentrations of 
sulphur dioxide at Jilove equaled or exceeded the country's emissions lmit of 60 uglm3 and alr 
quality was worsemg The town commissioned EAPS to provide expert advice on its housmg 
estate heatmg plant 

NO, 
17 

1 

0 

EAPS established that the housing estate heating plant would have to bring its emissions to 
150 mglm3 (fly ash )to comply with the Clean Alr Act 

3 5  

0 

15 

5 



Key Elements of EAPS Ass~stance 

Provided expert opinion on environmental Impact 
Assisted m assemblmg documentation and packaging application for the SFZP 
Facilitated negotiations with the SFZP 

Status Project was approved by the SFZP Construction was completed by fall 
1996 

Fmancmg 62 percent mumcipal, 38 percent SFZP (grant) 

Leverag~ng ratlo 236 3 (total project cost $579,000, EAPS cost $2,450) 

Reduct~on m Pollutants In Tonslyear 

Emlsslon 

Sol~d substances 

SO* 

NO, 

C J ,  
Aldehydes 

Status Before Status After 

107 964 107 931 

4 5  927 45 91 1 

13 140 10 490 

Project Descnpt~on 

The project's goal was to reduce emissions m LudgeIovice by replacmg solid fuels such as 
coke, black coal, and black coal sludges with natural gas The project introduced gas to 470 
famlly houses and 3 small busmesses The entlre municipality was then supplied with gas 



R O ~ N O V  SEWAGE SYSTEM CONSTRUCTION 

Key Elements of EAPS Ass~stance 

Prepared study of sewage system for parts of Roznov 
Participated m creatmg development strategy for project 
Identified suitable financial sources for implementing project 

Project Descr~ption 

Roinov's insufficient sewage system m two parts of the city-Tylovice and Hazovice- 
llmited city development Untreated sewage from Tylovice and Hazovice on the banks of the 
Hazuvka River polluted the river, detracted from the quality of the natural surroundings, and 
created a serious health risk EAPS worked out two alternatives for constructmg a sewage 
system Two USAID programs-Municipal Fmance Program and EAPS-cooperated m this 
effort 

Leverag~ng ratlo 360 5 (total project cost $3,533 rmllion, EAPS cost $9,800) 



OPAVA HOME HEATING CONVERSION 

Key Elements of EAPS Ass~stance 

Provided technical assistance to municipal staff to prepare SFZP finance application 

Fmancmg 20 percent municipal, 30 percent SFZP grant, 50 percent Reglonal Gas 
Distr~butlon Company 

Status Project was submrtted to the SFZP Because of the change m SFZP rules 
Opava was asked to rewrlte ~ t s  application 

Leveragmg ratlo 322 (total project cost $1,880,000, EAPS cost $5,840) 

Reductlon m Pollutants m Tonslyear 

Ernrssron 

Sohd substances 

I so, 

Aldehydes b 
Project Description 

Status Before 
lrnplernentatron (tly) 

1 14 440 

50 560 

The Opava home heatmg project involved converting a total of 1,135 houses and 2 schools 
from brown coal to natural gas m the neighborhoods of Vavrovice and Jaktar Of the houses, 80 
to 90 percent were connected to the clty's gas network 

Status After 
irnplernentat~on (tly) 

0 037 

0 018 

Total Reductlon (tly) 

1 14 403 

50 542 





Krfisnfi Lipa Case Study: Effects of Monopoly Pract~ces 



KRASNA LIPA CASE STUDY DEVELOPING AND 
FINANCING A GAS-BASED SYSTEM 

With 3,400 inhabitants, the town of Krasna Lipa is located m the northernmost part of the 
country, at the border of the proposed national park Bohemian Switzerland All of the town's 
industries businesses, municipal facilities and households burned low-quality brown coal This, 
together with the fact most of the town is located at the bottom of a small valley, resulted m poor 
air quality The city's economy has been declming since 1989 and its unemployment rate in 1995 
of 7 percent was twice the national average of 3 5 percent 

A Mun~c~pal A r  Quahty Plan 

After the Czech Republic's National Air Quality Program (NPOO) was launched the town 
developed a municipal alr quality plan, which mventoried local air pollution sources and 
described measures to lessen pollution The plan's mam thrust was to convert all boilers and 
stoves to natural gas, except in a few isolated locations, which would be electrified To do this, a 
mid-pressure gas distribution system covermg the entlre town would be constructed and all 
boilers and stoves connected to the system 

Mun~c~pal A r  Quality Plan (in m~llion KE)-Original 

Gas D~str~but~on System 
I I I 

Total 

Cost 

3 3 

Convers~on of Mun~c~pal 
Bollers 

Household Conversron 

lndustrtal Converston 

In early 1995, the town applied for 88 million Ki in assistance from NPOO In October 
1995, the Ministry of Envlronrnent preselected Krasna Lipa to apply to the SFZP for up to 40 
million Ki First however, the town had to revise the plan by reducing assistance to households 
cuttmg all assistance to mdustries, and reducing the gas distribution system Based on the updated 
plan, the cost was 

I I I I I 

Mun~c~pal Au Quahty Plan (m m~l l~on  KE)-Updated 

Own 

Sources 

6 6 

19 1 

45 2 

31 3 

Total 

I I Total 1 Own SFZP Ass~stance 

SFZP Asststance 

3 8 

21 2 

9 4 

128 6 

Total I Subsidy 

26 4 1 13 2 

Gas D~strtbut~on System 

Loan 

13 2 

15 3 

24 

21 9 

41 I 87 6 

Conversion of Muntc~pal 
Bollers 

Household Conversion 

44 85 42 75 

Cost 

30 

I I I I I 

7 65 

24 

0 

15 

12 

Total 

7 65 

0 

21 9 

Sources 

6 

Total I subsidy I Loan 
24 I 12 I 17 

3 

8 

57 

12 

4 

17 

. - 

6 

4 

40 

. - 

6 

0 

2 2 18 



B EAPS Ass~stance 

The assistance to Krasna Llpa consisted of several elements 

Helpmg Krasna Lipa restructure its plan 
Contributing 75 percent of the deslgn's cost to convert mumc~pal facilities 
Packaging two applications to the SFZP 
Facilitatmg negotiations between the town and the SFZP 
Assessrng the gas distribution system's value 

EAPS experts rewewed the city's plan and made two principal suggestions, which were 
accepted by the municipality 

To reconstruct the largest plant as a cogeneration umt 
To design the plant heat distribution system to allow later expansion 

EAPS provided $17,000-75 percent of the total cost-to develop options for the plant 
EAPS asslstance was an Important contribution to the mumcipality The asslstance also boosted 
EAPS cred~bility in Northern Bohemla 

EAPS experts prepared two applications to the SFZP for 40 million KE 

The first application concerned construction of the city's gas distribution system When 
completed, the new system had a total length of 11 km with 200 connections Natural gas 
replaced the 7,000 tons of brown coal prev~ously used each year m the area served The system 
would connect 400 individual houses, 7 block flats, 20 small businesses, and 5 industr~al 
enterprises to the gas lrne 

The second application mvolved conversion of 10 mumclpal boiler houses from brown coal 
to natural gas and construction of a gas-based cogeneration unit serving 7 block flats and a 
hospital The boiler houses were connected to the gas distribution system described above 

Fmal Structure of Fmancing (m mill~on KE ) 

Both packages were successfully submitted, funding received, and construction completed 
The loans were negotiated and approved for a seven-year payback period, including a five-year 
grace period at no merest After the SFZP received the applications, EAPS experts helped 
mamtaln effective communications between the town and SFZP officials Both the distribution 
system and the boiler houses are now m operation 

Appl~cat~on 1 

Appl~cat~on 2 

Total 

The project's environmental benefits are shown m the table on the followmg page 

Cost 

3 0 

25 

55 

Own 

Resources 

6 

9 

15 

- 

SFZP Assstance 

Total 

24 

16 

40 

Grant 

12 

10 

22 

0% Loan 

12 

6 

18 



Reduction m Pollutants m Tonslyear 

I Part~culates I so2 

C Effect of Monopoly on Krisna L~pa 

After 

Improvement 

There are regional monopolies in gas supply and distribution system operation in the Czech 
Republic In the case of Krasna Lipa, the North Bohemian Gas Utility serves the city The utility 
was requlred to approve Krasna Lipa's application to the SFZP before submission and certify that 
it would supply gas to the system While negotiatmg ~ t s  approval, the utility asked to purchase 
the entlre distribution system It offered 70 percent of the system's total cost, with payment In 
advance Because of the monopoly, the town was forced to accept the offer The positive result 
of the sale was that it produced sufficient funds to finance the project without investing municipal 
funds On the negative side, the town did not receive the full market value for the distribution 
system-about 63 million Kc, accordmg to the model EAPS developed for assessing gas 
distribution system value 

N Ox 
Before 

0 

5 1 

cox 
5 1 I 72 8 I 21 3  1 3194  I 7 1 

CxH, 

0 

72 8 

4  7 

16 6 

0 8  

318 6 

0 

7 1 



Vratimov Case Study* Usmg Waste Heat for the D~stlrct Heating System 

Heat exchanger in rolling mdl, to extract waste heat to 
provide heating services to 32 percent of city population 

Gas-burning distribution device installed in former 
coal boiler room in each city-owned apartment building 



VRATIMOV CASE STUDY USING WASTE HEAT 
FOR A DISTRICT HEATING SYSTEM 

Vratmov, with a population of approxunately 6,800, is located m the northeastern part of 
the Czech Republic, near the Ostrava mdustrial sites Nearby mdustry adversely affected air 
quality and residents' health The town's air pollution problems were aggravated by emissions 
from 16 coal-burnmg block boiler plants that provided heating for the 5,700 Inhabitants of 
Vratunov's central district Emissions from obsolete solid fuel-based heatmg plants with low 
c h m e y s  also adversely affected residents' health and the envlronrnent 

As m many Eastern European countnes, the Vratmov steel mill (Nova Hut) faced possible 
downsizing and a reduction m capacity But there was a possibility that waste heat taken from the 
rollmg mill and dlrected through a heatmg plant could provide an alternative heatmg source for 
the town As waste heat pricing is not dlrectly linked to interest rates or coal prices, a long-term 
fixed-pricing strategy would not be risky Such a strategy was created for the citylfactory district 
heatmg joint venture, called Teplo-Vratlmov 

A Technical Solution 

The project's a m  was to reduce pollutmg emissions m Vratmov by elmmating 15 block 
boiler plants and 1 mdustrial boiler plant, which also supplied heat to flats When the project was 
completed, a single block boiler plant was left m the city, which was converted to gas fuel 
Thermal energy for the system was provided by extractmg waste heat from the rolling mill 
furnaces at Nova Hut steel mill Two furnaces connected to the system ensured continual service 
Energy needs durmg peak consumption periods required additional energy from the power station 
at the Nova Hut facility 

Project planners expected that waste heat from the rolling mill would produce 
approxmately 70 to 80 percent of the heat required, the power plant would generate the 
remainmg 20 to 30 percent It was forecast that ellrninating the boilers would reduce particulate 
emissions by approxmately 106 tonslyear, sulphur dioxide (SO,) by about 178 tonslyear, and 
carbon oxides (CO,) by approxmately 316 tonslyear 

Heat transfer (exchange) stations were installed and connected to the secondary central 
heating and hot water distribution system in build~ngs Heat exchange stations were equipped with 
modern computer control systems The transfer stations received hot water from a new supply 
lme in Nova Hut Ostrava-KunCice 

The total cost of the project was estmated at 80 million Kc ($3 million) 

Construction started m September 1995 and concluded on schedule in September 1996 
The new distribution system was m operation durmg the heating season of 1996-1997 and citlzens 
expressed satisfaction with the servlce to the City Council The system supplied schools nursery 
schools health facilities, cultural facilities, shops, and offices as well as 612 city-owned 
apartments with approxmately 1,840 inhabitants, 32 percent of the city's total population 



B Establishment of the Teplo-Vratlmov Jomt Venture 

The Teplo-Vratlmov jomt venture was established to lmplement and operate the new distrlct 
heating system The joint venture company was set up through equal mvestments by Nova Hut 
and the city totaling 120,000 Kc ($4,000) 

The Teplo-Vratunov joint venture purchases, distributes, and resells heat to residential 
commercial and mdustrial, and other sectors m Vratmov Its mission IS to 

Serve customers m a safe and reliable manner 
Provide heat at reasonable prices 
Expand service only when cost-effective to do so 

The project was fmanced from two sources the U S Housmg Guarantee Fund (MUFIS), a 
revolving fund for developmg mumcipal mfrastructure, and the SFZP The city applied for a loan 
from MUFIS, prov~ding the Nova Hut steel m l l  as collateral The SFZP financed part of the 
interest on the MUFIS loan The final structure of the financing was 

F~nanc~al lnstltutlon 

U S Housmg Guarantee Fund 
(MUFIS) 

Cond~t~ons 

Per~od of repayment 15 years 
Interest rate 11 5% 
Collateral Nova Hut 

Covered 5 percent of Interest rate 
for 5 years 

Amount of Loan 

$3 rnilhon 

SFZP 

D EAPS Assistance 

Subs~dy 

To secure fmanclng to Implement the Vratlmov project, EAPS prepared the following 
materials, analyses, and activities 

Business plan for Teplo-Vratlmov, mcluding settmg the optunal price of heat 

Economic and financial assessment 

Environmental assessment 

Brief outlme of regulations related to d~strict heating 

Legal assistance to establish the Teplo-Vratmov joint venture 

Assistance filing an application with the SFZP 

Ass~stance during negotiations with the SFZP 

E Summary of Case Study 

The Vratunov project had a number of noteworthy aspects, mcluding 



Waste heat, an economical and ecologically sound heatmg method and a new technical 
approach 

Multiple-source financing 

Positive Impact on an entlre city 

Public/private partnership lnvolvmg the cooperation of mumcipal~ty, mdustry and 
financial mst~tutions 

Project's status as a pilot for future efforts 

Increased public environmental awareness, supportmg demand side management 

This project's lmplementation stlrnulated the interest of other municipalities and private 
entities in developmg public/private partnerships for environmental projects 



-- - 
ANNEX D 
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SFZP FINANCIAL OVERVIEW FROM ANNUAL REPORTS 



SFZP FINANCIAL OVERVIEW 

The figures m the table below describmg the SFZP's financial status come from the 
organization's annual report 

IElnancial Status 

Loan Repayments 

Nat~onal Property Fund 

Total Revenue 

Ratlo 

Outstandmg Loan 
Balance 

94% grant 71 % grant 
6% loan 29% loan 

not I not avadable 
- 

ava~lable 

41 % loan 48% loan 44% loan 

not ava~lable 5 6643 

$1 USD = 28 Kc (Czech crowns) at the end of 1996 

SFZP Revenues by Sector 

I Revenues by SourceISector 
I996 I 

I water I 61 3 I 
I Aw llnclud~ng APPI I 3 320 I 

Waste 

So11 

Final installment of the KE 6 1 billion transfer from the National Property Fund was made in March 1997 

274 

44 1 
- 

Interest on LoanslDepos~ts 

Loan Repayments 

In 1996 the SFZP received 955 applications requesting total financing of KE 12,101 billion By the end of 
1996 604 were in process 65 had signed support agreements, 154 had been approved for support agreements 
65 rejected 64 had an "unclear status," and 3 were returned All pending appl~cations were returned for 
resubmission under newly established criteria after the end of 1996 

190 

51 7 

Of the Kc 5663 7 in outstanding loans, Kc 101 6 (1 8 percent) was past due according to a Czech accounting 
firm This firm did not perform a standard audit It should be noted that the SFZP often gives grace periods to 
past-due loans, considering them current But the number and amount of such loans was not reported by the 
SFZP or its accounting firm 


