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Executive Summary

The current report has beersupported with funding from the UNDP/UNEP Poverty and
Environment Initiativeand mandatedby UNDP and the Ministry of Finance and Economic Affairs

of the United Republic of Tanzania under the UN Joint Program on Environment JP11 and focuses
on the use of economic instruments to promote environmental conservation in Tanzania.

The report include information on the current use of economic and financial instruments for
environmental policy in Tanzanta promote sustainable utilization of environment and natural
resources for growth and poverty reductioandidentifies areas where further progre<ould be
achieved in linavith goodinternational experience. This is done for a number of sectors, including
waste management, water, energy, transport, wildlife and biodiversity protection, agriculture,
forestry, fisheries, mining and manufacturing.

The report highlights the following current use of economic and financial instruments for
environmental policy in Tanzania:

1 Existing excise taxes on petroleum products, as well as transport related excise taxes
alreadycontribute significantly to overall tavevenue in Tanzania

1 A plastic bag tax has obviously had a positive impact in terms of redo@gngseand thus
waste from such bgs. However, detailed information on the effectiveness of the tax is not
yet available

1 User charges for water and energyeumre widely introduced and especially in the case of
new infrastructure investmentselevantauthoritiesaspire todesign them in a cost
covering manner. Howevea,systematic viewe.g., so called water sector financing
strategy)on rationalizing andustaining sector financi the longer term is lacking.

1 Userfees for wildlife resourceand entrance fees for national parks have been widely
introduced and generate significant revenda addition, the Tanzania Wildlife Protection
Fund has been operatirfgr many years.

1 The Government has started to require mining companies to systematically set aside funds
that can be used in case of environmental damage and rehabilitation, as well as safety and
occupational health

Based on above mentioned experience aedtor analysis, the report concludes that there would

be numerous areas in which Tanzania could achieve progress in promoting and further
implementing environmental fiscal reform. The proposed Tanzania EFR action plan includes the
following proposals:

1 Haborate legislation for and introduce produtetxes

1 Baborate legislation for and inform political process leading to the introduction of a CO2
tax

Establish an Environmental Fund
Introduce green public procurement

Enable and implement work aimed at greegibudgeting processes including MTEF
planning and execution
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1 Promote and work towards cost covering user charges (e.g., elaborate water sector
financing strategy)

Work towards greening commercial finance
Work towards progress with EFR in the EAC regionrgathationally
Realize CDM projects

Gonsider introduction of pollution charges/taxes

= =4 =4 A4 -2

Establish EFRommission and ensure regular meetings of @snmission
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1. Background to thifReport

The current report has beersupported with funding from the UNDPNEP Poverty and
Environment Initiativeand mandated by UNDP and the Ministry of Finance and Economic Affairs
of the United Republic of Tanzania under the UN Joint Program on Environment JP11 and focuses
on the use of economic instruments to promote envineental conservation in Tanzania.

Ly tAYS gA0K GKS O2yadzZ GFryiQa ¢SNya 2F wSTSNI
on how Tanzania could benefit from the potential for harnessing the use of use economic
instruments to achieve a more sustainalthanagement of natural resources and environmental
conservation while contributing to achieving priorities of MKUKUTA 1l specifically thgopro
growth, specifically addressing priorities identified in MKUKUTA 1l. The overall objective of the
consultang is to critically assess the extent to which the existing economic instruments have
contributed to the achievements of environmental management objectives for which they were
introduced as well as examine the causes of the failure. Furthermore, the stilidystablish the
opportunities for the use of economic instruments in supporting poverty reduction and improved
community wellbeing. The study will propose actions to improve the use of selected economic
instruments in meeting national development objes including sustainable use of environment
FYR yIFGdz2NI f NB&A2dzNOSE F2NJ ANRPSGK FyR LI2OSNIe@

The report is structured as follows

1 Chapter 2orovides for an overview of definitions and concepts as regards economic
instruments used for environmenta@olicy

1 Chaptes3and 4 provide for an overview of the relevant fiscal and environmental policy
context in Tanzania

1 Chapters BlL2 contains information on the use of economic instruments in a number of
sectors, including: the waste management sector, waer sector, the energy sector, the
transport sector, the wildlife/biodiversity protection sector, the agriculture sector, the
forestry sector, the fisheries, sector, the mining sector and the manufacturing sector. For
each of these sector/chapters, ther®a section on typology of economic instruments
typically used in this sector including respective international experience. This is follows by
a discussion of economic instruments currently used in Tanzania and recommendations on
further increasinghe effectiveness of such instruments. Each chapter is concludida
brief discussion on options to extend the use of economic instruments in the given sector.

1 Chapter B summarizes and concludes all previous chapters by providing an Action Plan for
enhandng the use of economic instruments to promote environmental conservation in
Tanzania.

Various annexes provide further information to specific issues raised in the main report.
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2. Definitions and concepts

Ly GKS O2yadzZ FyiQa elyisedars yested defiritiony 2nd dlassMi@atiodza (i >
of economic and financial instruments in environmental polisythat developed by the
Organization for Economic Cooperation and Development headquartered in Fas998 OECD

LJdzo t A OF G A 2y oo/ [hstrinie@R for &PBIIGtBN Control and Natural Resources

al Yyl 3SYSyd Ay hoffetefl that thedzySINNR S& & 02y 2 YA O Ay ailNUzy
following types of instruments

U Emissiortaxes direct payments based on the measurement or estimatiothefquantity andquality ofa
pollutant.

i User chargespayments for the cost of collective services. They are primarily used as a findeciog by
local authorities e.g. for the collection and treatment of solid waste and sewage water. tasieeof ntural
resource management, user fees are payments for the use of a natural resourgeaf&,dgishing, or hunting
facility).

U Producttaxes applied to products that create pollution either through their manufactwansumption, or
disposal (e.dfertilizers pesticides, or batteries). Produtetxesare intended tomodify the relative prices of
the products and/or to finance collection and treatment systems.

U Taxes for natural resource managemean¢ unrequited payments for the use of natural resources.

U Marketable (tradable, transferable) permits, rights, or quodak f & 2 NI TeRibENEBIRINGE20 | FaNIBX
based on the principle that any increase in emission or in the use of natural resoouseéde offset by a
decrease of an equivalent, or sometingreater, quantity. Two broad types thdable permit systems are in
operation: those based on emission reduction credits (ERCs), andlihesd on ex ante allocations ("cap
andtrade").

0 ¢KS F2NINYSNI I LIINRIFOK GF1Sa I ringpmdtiayiccaniparédds dza dzl £ €
baseline with actual performance. If an emitter/user performs better than the anticiphtestline,

I aONBRAGE Aad SINYSRd® ¢KA& ONBRAG @ihgratihe Sy SAGK
current location or elsethere, or sold to some other emitter whose emissions laigher than the

accepted baseline (and presumably at a lower price than what it wouldlvedatter to abate on

his own).

0 ¢KS -an®i NI RS¢ | LILINRBF OK &aSda Iy 2003BE0f I yEN ANSSHjAd2AYNG
emitters to acquire a share in this total before they can emit. Emitters may be allota&dshares
free-of-charge by a relevant environmental authority, or the shares magumtioned. Regardless of
how the initial allocation ohares is determined, their owners ctiren eitherutilizethem as
emission permits in current production, save them for future uséb@hking" is allowed), or trade
them with other emitters.

U Depositrefund systemspayments made when purchasing a prot(eg. packaging). The paymedeposit)
is fully or partially reimbursed when the product is returned to the dealer gpecializedreatment facility.

U Noncompliance feesimposed on polluters who do not comply with environmergahatural resource

management requirements and regulations. They can be proportional to seleetéables such as damage
due to noncompliance, profits linked to reduced (ndrcompliance coststc.

U Performance bondaused to guarantee compliance with environmental or natuegourcesequirements,
LI2ffdzi SNR 2NJ dzaSNAR YI& 06S NBIdzA NBR { efurldédédvheh RS LI2 & A (
compliance is achieved.

U Liability paymentspayments made under civil law to compensate for the damage causegdusing
adi A GAGB® {dZOK LI} &vySyida Ory 065 YIRS (pplutordar®dine yaé 6 5d
government. They can operate in the context of specific liability rulescamgpensation schemes, or
compensation funds financed by contributionerr potential polluters (e.gunds for oil spills).
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U [Environmental/green] gsbsidies all forms of explicit financial assistance to pollufeisers of natural
resourceqgand other entities] e.g.grants, soft loans, tax breaks, accelerated depreciation, fer
environmental protectiorfrelated investments and projects]

b23S GKFG Ay LINdarial inSt&iBent ( KASE G25MNIYSyd dza SR T2 NJ
mentioned in the above list, e.g., environmental/green subsidies.

The 1998 OECD publication 2ni f SR a9 02y 2YAO LyadNHzySyida F2N
wS&a2dz2NOSa alylr3ISySyd Ay h9/5 [ 2dzyGiNRSae |faz
Gakes Glrgex FSSaé¢ YR af S@GASa¢eg a Fzfftz2pay

The OECD classification defin@sesasa O 2 Y Lddzindduited payments to general government. Taxes are

unrequited in the sense that benefits providest government to taxpayers are not normally in proportion to their

LI @YSYKEPESNY a3ISYySNIf 32 @ SndibnaSwthiodtiesiha cefrél AdmifiStiationt afad & & dzLIN.
the agencies whose operations are under its effective control, state and local governments and their administrations,
G20ALf aSOdNRGe aOKSYSa IyR ldzizy2Y2dza Nbed8&AEySy il Sy
(unrequited) can be earmarked if it is decided that a certain percentage of the revenuee\aiflected to a specific

purpose (e.g. when part of a gasoline tax is earmarked for road building).

¢KS h9/5 Ofl aaATAOlfeésh 2 lyghigedi 2 6 dzA S A LIWK & S/uRSiéEd |a practice $é ¢ 0
terms charges and fees are often ugaterchangeably. Therefore, charges and fees will be defined as compulsory
requited payments to either genergbvernment or to bodies outside general govermm, such as for instance an

environmental fund or a watemanagement board¢t KS ISy SNI f GSN)Y af S@eé¢ O2dzZ R 685
of compulsory paymenth 2 S G KIF G F OO02NRAYy3 (2 GKS 109/A5a0f gXKENBA O
coudbeO2 Yy 8ARSNBR a4 adzyNBljdAGSRET AdSd & || alGlFEE OAF (K

charge orfee):

where the levy greatly exceeds the cost of providing the service;

where the payer of the levy is not the receiver of thenkefit (e.g. a fee collected from slaughterhouses
finance a service which is provided to farmers);

U where government is not providing a specific service in return for the levy which it receivetheugh a
license may be issued to the payer (e.g. whegovernment grants a hunting, fishingsrooting license
which is not accompanied by the right to use a specific area of government land);

U where the benefits are only received by those paying the levy but the benefits received bindaathual are
not necessarily in proportion to his payments (e.g. a milk marketing levy paid byfalairgrs and used to
promote the consumption of milk).

TheOECD ectax databaseexplains further as faws:

This database definenvironmentally related taxeas any compulsory, unrequited payment to general government
levied on taxbases deemed to be of particular environmental relevance. Taxes are unrequited in the sense that
benefits provided by governemt to taxpayers are not normally in proportion to their payments

Requited compulsory payments to the government, sucfeas and chargethat arelevied more or less in

proportion to services provided (e.g. the amount of wastes collected and treafkrd)termlevycan be used to cover
both taxes and, fees and charges.

Above mentioned classification and definition of economic instruments will be used throughout
this present report.

In recent years a number of studies were carried out on the use of enmnand financial
instruments for environmental policy covering a range of countries and using above mentioned
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classification and definitions. These studidsasically covered all European countries, fion
European OECD countries (Australia, Can&iale, $rael, Japan, Mexico, New Zealand, South

Korea, Turkey, USA), as well as countries that followed from the dissolution of the former
Union: EECCA countries, whereas the acronym EECCA stands for Eastern Europe, Cau
Central Asia.

Soviet
casus an

It is from hese surveys and databases that we can draw reliable and methodologically correct
information that allows for the comparison of the use of economic instruments in environmental

policy between countries.

Unfortunately no similaregionalstudies have beenampleted so far for African, South American
and Asian countrieA number of studies on the use of economic instruments on the level of one

single, specific country have, however, been prepared. For East Africa, for example, such
have been recentlprepared for Ugandaand Rvandd’.

studies

TEXTBOX 1: Experience with EFR in Uganda

Uganda makes use of a range of environmental taxes and charges but the overall concept of an environmenta
reform (EFR) as promoted by international organizations, suties® ECD and the World Bank, is not waelbwn.
The underlying principle of EFR is seen as an important part of the development policy tool kit as it allewns
designed properly, to achieve multiple benefits simultaneously namely in the fiscal/ecanahfield, environmental
sphere as well as with regard to poverty eradication. When analysing the situation with environmental taxes in
Uganda applying the broadly accepted definition of an environmental tax, then it can be concluded that taxes l¢

fiscal

rvied

on energy products are significant in terms of revenues generated and that the tax rates are rather on the higher end

when compared internationally.

The discussion of the two main aspects of an EFR, i.e. the environmental and fiscal dimension, showethat the
some challenges Uganda is facgygamely addressing environmental challenges and the mobilization of domesti
budgetary revenues. One of the issues at stake is how to generate additional revenues through domestic resol
and three different optims can be thought oft) increasing he efficiency in tax collection; 2)dreasing the tax rates
of existing taxes3) kroadening the tax baseincluding the introduction of new taxes including environmental taxe

International experience shows thaER instruments can be appropriate tools for addressing environmental prob
and for the generation of fiscal resources. However, their design has to be based on the relevant-spaatiig
conditions. Reports studying the options of the more widesprapplication of EFR in Uganda and the implications
an EFR qualitatively as well as quantitatively in detail have not been identified. Such studies are very important
show policymakers the benefits of a properly designed EFR package. Transfgresfences with EFR, in particular
from developed countries to developing countries, are only of limited use as the environmental problems and
challenges as well as so@conomic considerations are very different. For instance, Uganda has huge chslfenge
cope with regarding the loss of biodiversity, land degradation and to construct additional electricity generation
capacity as a source of power and thus reduce the pressure on the environment, in particular under the consid
that more than 90 pecent of total energy consumption is fuel wood.

SourceEC Framework Contract Commission 2007 Lot 4, Contract nr. 2008/160146/2: OPTIONS FOR PROMQ
ENVIRONMENTAL FISCAL REFORM IN EC DEVELOPMENT CO®GRERAAMOMErsion, May 2010.

~
v

irces

ems

of
as they

eration

TING

! Reference is made here (@ ECD, 1998which covered OECD countrigslafe, 1999 which covered Central and

Eastern European countries ardECD, 2003vhich covered EECCA countries. Up to date information on the use of

economic instruments in all mentioned cauies, except for EECCA countries, is available in the@i@EEEA

internet databaseon instruments used for environmental policy and natural resources management.

2 |n addition to the ECtsdy mentioned in the text, sedUNDP and UNPEI (2009): Economic Instruments for
Promoting Sustainable Natural Resource Use, Environm8médinability and Responses to Climate Charige
another report focusing on Uganda

% The Rwanda report is curregtin preparation and a finalized version will be available soon from unpei.org
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It should bementioned that economic and financial instruments are nowadays often discussed in
0§ KS 02y (S Eghviranmental figcal ifEn® N2 &J Ay ( KrEen EcAndrigBElow 2 F G
follows a brief introduction to environmental fiscal reform.

According tathe European Environment Agency [EEA 2005], Environmental Tax Reform (ETR) can
be defined as a reform of the national tax system where there is a shift of the burden of taxation
from conventional taxes, for example on labor, to environmentally damagingitaes, such as
resource use or pollution. The burden of taxes should fall more on 'bads' than 'goods' so that
appropriate signals are given to consumers and producers and the tax burdens across the
economy are better distributed from a sustainable deywslent perspective. The economic
rationale is that welfare gains are generated by reducing taxes on labor or capital and increasing
taxes on externalities and hence helping to avoid 'weHa@ucing' activities. A typical case is an
increase in the tax omnergy, and a simultaneous reduction in labor taxes or social security
contributions.

Environmental fiscal reform (EFR) is a broader approach, which focuses not just on shifting taxes
and tax burdens, but also on reforming economically motivated subsid@msge of which are
harmful to the environment and may have outlived their rationale. EFR is a more recent
development than ETR and offers more opportunities for progress

EFR supports the implementation of the following key environmental policy principlesh are
now firmly established in many countries:

Polluter Pays Principle

User Pays Principle

Sustainable Development Principle
Prevention and Precautionary Principles

Modern integrated pollution prevention and control instruments

= =2 =4 4 A4 -2

Promotion of environmetal technologies, environmental industry and technological
innovation

The theoretical rationale and justification for EFR draws on the concepts of scarcity, externalities
and resource efficiency:

1 Most environmental assets are public goods which have afools value but are not
exchanged on markets (e.g., clean air, clean water, fishery resources, ecosystems, etc.),
and therefore no price emerges to signal relative scarcity. EFR can assign such price
reflecting scarcity.

1 Economic activities generate polioh and waste that leads to costs to otheys
WSEGSNYIEAGASAQ 60Sdadr AYONBIFIEASR KSFHfGK O2
gCcw Oly KSftLI WAYISNYIfAT SQ &dzOK WSEGSNYIfQ

1 By providing appropriate price and subsidy signals, EFRsmaeracourage a more efficient
allocation and use of natural resources.
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9Cw OFly 068 2yS AYLRZNIFYyG ¢F& G2 a3aINBSy¢é¢ (GKS ¢
political agenda as evidenced by the following initiatives and processes:

T h9/ 5Q4a D MSEaegydM®ogcd.org/greengrowth

T '"b9t Qa DNBSyYy 9 Qp:New. éneplosi/iirdehdcandmiy/S

T ¢KS 9dzNRLISIY ! yA2y Qa 9y @lanNETER) &nd SusthinaldleS OK y 2 f
Consumption and Production (SCP) Action Fdar
http://ec.europa.eu/environment/etap/and
http://ec.europa.eu/environment/eussd/escp _en.htm

T aDNBSy 902y2yvyeé¢ gAff 0SS GKS tSIFIRAYy3a (GKSYS
de JaneirpseeEarth Summit 2012 websitattp://www.earthsummit2012.orqg/

T 1 b 9 { kpoticRfocus on green growth in the Asia and Pacific region
(www.greengrowth.org)

Millennium Development Goals

Many countries have embarked on green growth strategies and green impulse programs as
a responsed the 2008/9 financial crisis

Ly &dzYYINBESZ 9Cw A& [ o62dzi GFEAYy3 WolRAQ y2i W
reforming environmentally harmful subsidies as the following graph illustrates

Welfare gains through Environmental Tax Reform
(ETR) and Environmental Fiscal Reform (EFR)

An EFR can result in overall..:

« .. decreased fiscal burden

* .. unchanged fiscal burden
(‘revenue neutral’)

* .. higher fiscal burden

(allowing for higher public
Increased or new taxes on spending)

products and services that

tax on energy. capital, sustainable consumption.

Increased green subsidies. Reformed environmentally
harmful subsidies.
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Selected possible results abénefits of EFR (if designed properly) include:

welfare gains - greener economy

environment economy social

lower
less pollution better resource externalities,
and waste efficiency internalized
externalities

: improved fiscal
technological system. less lowerwork

modernization cost, higher
- s market ]
innovation diciarions employment

poverty
alleviation

In terms of policy instruments for EFR, the following can be mentioned (note that the first four
IANRdzLJA 2F AYyAaAGNHzYSyida O2NNBALRYR (2 aS0O02y2YAO
this chapter):

1 Environmentaltaxes orcharges levied for example on emissions (e.g., CO2, SO2), water
effluent, water abstraction, energy (e.g., fuels, sulfur in fuels), transport (annual
circulation, car registration/import/emission, motor size), landfill amdihcineration,
resources (raw materials, minerals), environmentally harmful products (packaging
material, tires, pesticides, batteries, etc.)

1 Other fiscal instrumentsuch as import duty differentiation, VAT rate differentiation,
accelerated depreciatigretc.

1 Emissions trading/hich can help ensure that a given overall emission target is met via
allocation and trading of emission allowances

1 Green subsidiesuch as investment grants, soft loans, interest subsidies and equity finance
for investment suppding the implementation of environmental policy, or, for catalyzing
the uptake or mainstreaming of environmental technologies, etc.

1 Reform of environmentally harmful subsidesg. subsidies that were introduced for other
purposes than environmental politut effectively counteract environmental policy or
support unsound environmental practices

1 Green public procuremenwhich can catalyze the mainstreaming of environmentally sound
technologies and foster the environmental industry by including sustaitabiiteria in
purchasing decisions

f Measuresaimedat AINSSY Ay 3¢ GKS &8SIENIeé 2N f2e9093SNJ 4GS
by including sustainability criteria in budgat MTERormulation

1 In addition, measures aimed gteening commercial finande.g, financial products and
services offered by commercial banks, insurance and leasing companies) may be included
in EFR solutions
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3. Fiscal policy context

Several environment related taxes are already in force in Tanzania, including:

Three out of the five above listed taxes provide significant revenues: motor vehicle taxes, excise

T
T
)l
T
T

Excise duty on plastlzags
VAT on petroleum

Motor vehicle taxes
Excise dutyn petroleum

Fuel levy

on petroleum and fuel levy.

The revenue from these three taxes is importardgwever: In 2009 it accounted fdi8.5% of total

tax revenue in Tanzani@82 billion TZS revenue from environment related taxes in 4237 billion

TZS total net tax revenue)

Details are available in the table and figures included below.

Share of environmenrelated taxes in total tax revenue in Tanzania 2008 and 2009

Revenues in absolute values (billions of TZS)

Revenues as percentage of total
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SourceMoFEAwebsite (accesseds2March 2011)

Shareof environment related taxes in total tax revenue
in Tanzania in 200&nd 2009

Environmental taxes 668 782
Other taxes 3101 3455
Total net tax revenue 3768 4237

Source: MoFEA website (accessed 25 March 2011)

The $are of environment related taxes in total tax revenue is high in Tanzania if compared to
experience in OECD countries. In 2009, in fact, no OECD member scored a higher percentage.
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Revenues from environment related taxes in per cent of total tax reven2@09
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Data for all other countries as published thre OECD ectax databasdall websitesaccessed 2March 2011)

Revenues from environment related taxes in per cent@DR 2009
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and 2009 GDP data as published on the IMF website. Data for all other coastpeblished on th©ECD ectax

database(all websitesaccessed 2March 2011)See annes for underlying data presented in this figure.
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The share of environment related taxes in GDP wa%h8ranzania in 2009, a value that is quite
high if compared to experience in OECD countries.

However, on a per capita basis, the revenue from envirortmelated taxes is low if compared to
corresponding data from OECD countries (see figure below): In 2009, revenue from environment
related taxes per inhabitant in Tanzania was 14 USD.

Revenues from environment related taxgser capitg in nominalUSD 2009
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2009 population data published on the World Bank website and 2009 average annual TZS/USD exchange rate as
published on oanda.com. Data for all other countries as publishe@BED ectax databasdall websitesaccessed 2

March 2011) See annex 3 for underlying data presented in this figure.

Revenuwes fromenvironmentrelated taxes in Tanzania i®3/2006¢ Q3/2010 (in bin TZS)

Excise duty local on plastic bac 0.011 0.013 0.006 0.021 0.005 0.015 0.023 0.0 0.001 0.019

VAT local on petroleum 0.612 0.278 0.437 0.288 0.721 0.642 0.586 0.276 0.623 0.191
Motor vehicle taxes 4139 3.624 3964 5289 1039 1211 1427 1557 1532 1226
Excise duty petroleum 5322 7784 8087 7927 1243 1149 8382 9341 1144 1021
Fuel levy 20.93 2549 24.07 2436 4808 5316 4546 5375 5854 5871

Motor vehicle taxes 147 197 176 163 16.0 184 220
Excise duty petroleum 1045 1228 1121 1211 1308 1292 1205
Fuel levy 61.0 681 569 674 639 68.2 58.2

Source: TRA (Q3/@pQ4/08) and MoFEA (Q1/@9Q3/10) websites (accessed Rarch 2011)
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Revenues fromenvironmentrelated taxes in Tanzania i@3/2006¢ Q3/2010 (in min USD)

Excise duty local on plastic bac 0.009 0.011 0.004 0.017 0.004 0.013 0.020 0.001 0.001 0.016

VAT local on petroleum 0.5 0.2 0.4 0.2 0.6 0.6 05 0.2 0.5 0.2
Motor vehicle taxes 3.3 2.9 3.2 4.3 8.3 10.7 124 13.2 134 9.9
Excise duty petroleum 424 629 654 645 99.8 101.1 729 79.2 100.2 82.3
Fuel levy 16.7 206 195 198 386 468 395 456 513 473
Motor vehicle taxes 11.3 151 135 125 120 13.2 14.8

Excise duty petroleum 80.3 942 863 925 983 92.7 80.9

Fuel levy 469 522 438 515 480 489 39.1

Source: Actual tax revenue data are from TRA (Q8/Q4@/08) andMoFEA (Q1/0¢ Q3/10) websites, accessed 25
March 2011 Quarterly average TZS/USD exchange rates are from the oanda.com website, accessed 25 Marc

Looking at detailed data on revenues from environment related taxes in Tanzania (see tables
above aad graphs below), it is obvious that revenues from the plastic bag excise and VAT on
petroleum are small. At the same time, it is obvious, that revenue from the petroleum excise and
the fuel levy provide the Government with a significant ad stable incdrhe.revenue from motor
vehicle taxes was about 52 million USD in 2009 (68 bin TZS). The revenue from petroleum excise
and fuel levy was 548 million USD (714 bin TZS) in 20009.

Revenues fronenvironmentrelated taxesin TanzaniagQ3/06 ¢ Q3/10 (cumulative,in mInTZ$
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Motor vehicle taxes
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Note: Based on monthlgr quarterlyrevenue data as reported on the TRAd MoFEAvebsites. Due to the small size
of revenues from plastic bag excise and VAT on petroleum, thesevaries are noincludedin abowe graph(they
would not be visible)

Source: TRAnd MoFEAvebsites (accessed 2March 2011)
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Revenues fromenvironmentrelated taxesin TanzaniaQ3/06 ¢ Q3/10 (in min TZS)
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Note: Based on monthly or quarterly revenue data gsoréed on the TRA and MoFEA websites. Due to the small size
of revenues from plastic bag excise and VAT on petroleum, these tax revenues are not included in abofteeyraph
would not be visible)
Source: TRANnd MoFEAvebsites (accessed 2March 2011)

None of the revenue from above mentioned environment related taxes in Tanzania is earmarked
for environment related expenditureOut of the five environmentelated taxes, he only
instrumentthat includes earmarking is the fuel levy, whéi@0% of thereverue goes tothe Road

Fund and is used formaintenance and emergency repair of classified roads and related
administrative costs in Mainland Tanzania.

It is no surprise that energy and transport related taxes areaavtnarked;in fact most countries

use sub taxes without earmarking for environmenglated investment, i.e. as merely fiscal
instruments to provide for budget revenuddowever, an increasing number of countries is
earmarking part of energy related taxation for environment related investmentderoto provide
additional incentives to decrease the environmental impacts of energy use and to fuel growth of
new economic sectors focusing on energy efficiency, technology modernization and renewable
energy. In addition, a large number of countries asng specific environmental taxes related to
product waste and/or emissions, where revenues are typically earmarked for green subsidy
programs. Related recommendations (introduction of a CO2 tax, product)taxefollow later in

this report, see sectiw13 in particular

As for already adopted taxes in Tanzaniacle tax is discussed further in the chapter of the
corresponding sector:

1 The plastic bag excise is discussed further in chapter 5 on waste management
1 The tiel levy and petroleum excise/VAT aliscussed in chapter 7 on energy

1 Motor vehicle taxes are discussed further in chapter 8 on transport
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So far in this chapter, the discussion focused on the revenue side of the government budget. It is
similarly important and interesting to look at what fi@rmance the environmental sector had in
terms of the expenditure side, i.e. government spending.

The following table provides for a summary of key indicators of government budget for the years
2007 to 2010. The table shows, among others, that Tanzamtances to depend quite heavily on
foreign funds to finance in particular development expenditure and investmémtother
observation is thathe share of development investment in total government expenditure appears
to be relatively small.

Government ludget
2007/8 | 2008/9 | 2009/10
Actual in billions Tsh
A) Total revenue 3634.6 4293.1 4661.5
Tax revenue 3359.3 4043.7 4427.8
B) Total expenditure 5209.0 6811.8 8173.7
Recurrent expenditure 3398.0 4681.5 5562.4
Development expenditure 1811.0 2130.4 2611.3
From local funds 567.4 906.0
From foreign funds 1243.6 1224.3
Deficit (AB) -1574.4 -2518.8
Financing of deficit
External sources 2302.8 2201.5
Internal sources -728.4 317.3
Ratio to GDP In %
Tax revenue 14.7 15.3 14.5
Development expenditure 7.9 8.0 8.5
Source: MOFEA NKUKUTA Annual Implementation Report 2009/2010 and MoFEA 2009 Tanzania Economic §

The following table shows data on central government spending in -2009 br selected
environmentally sensitive sectors. The environment sector itself is not listed because, as a matter

of fact, this sector is not even reported in this data series. A main reason for this could be that
environment sector spending, in fact, hasdm very low in recent years in Tanzania: according to

the National Bureau of Statistics (as reported inth@ ndp a2 C9! NBLIZ2Z NI 4. dzR3:
Mediumterm Framework 2009/10¢ H n M n & Mhedgovernment has allocated around 0.17
percent of the totabudget in 2009/10 to environment sector, down from 0.27percent of the total
budget in 2008/09. The decline in allocation for environment sector is the result of decline in
development budget, both local and foreign component in the 2009/10 budget

Thesart® NBLIZ NI GKS 158038 Kt NBHARSY i Qa hFFAOS o0+th
that environmental concerns are adequately taken into account in sector programs among other
responsibilities. About 97 percent of all funds allocated to the VP@nfdementing recurrent
FOGAGAGASEAE 6SNB Fff NBESFASR FyR aLISyd Ay HAr
continued to struggle in 2008/09, with only 43 percent of funds being released and spent
compared to 15 percent in 2007/@8.
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Central government expenditurein selected sectorsfiscal year2007/2008 and 2008/2009
Actual budget execution 2007/&In TZS | Planned budget execution 2008/%In TZS

Sector Recurrent Development Recurrent Development

Agriculture Forestry, 95.1 56.3 126.2 1839

Fishing, Hunting

Education 4087 1440 4201 1367

Health 2003 1736 2099 3013

Watersupply and 101 2131 15.1 2126

sanitation

Fuel and aergyaffairs 314 3104 33.0 3133

Mining, manufacturing, 1688 432.0

construction

Transportation 45.5 34.6 2035 5921

communication

SourcesNational Bureau of Statistics as reportedMoFEA 2009 Tanzania Economic Survey

The impression remains, therefore, that in the environment sector, government funds are mainly
spent on recurring costs, inaing salaries of staff. Apparently the environmental administration
has encountered some problems in developing and implementing investments projects, as the low
percentage of budget execution as regards development expenditure seems to suggest.

The estabshment and operation of an Environmental Fund, as has been foreseen in the
Environment Protection Act (see discussion in the following chapter), appears to be a most urgent
task, both in order to significantly increase environmental investment and ieroi develop
investment project preparation and implementation capacities.

[ 2YLI NRY3I ¢yl lyAlrQa Sy@aANRYyYSyidlt SELSYRALIGdzN
trivial issue. In facif would be necessary to apply a standardized methodotogallow for proper
O2YLI NAazy O06KAOK G2 GKS FdziK2NRa 1(y2¢ftSR3AS
number of Eastern European countries only). In order to make estimations on future financing
needs, it will also be necessary to establésttbenchmak against which financing needs will be
projected. Such a benchmark typically is investment volumes required or triggered by adopted
environmental legislation. In other words, one will try to translate the text of environmental
legislation into volume ofnvestment necessary to implement the standards and requirements
defined in the law. Such an exercisehich is a difficult and complicated tagkas recently been
completed for selected Central European countries

When it became clear that most CentralrBpean countries would eventually join the European
Union, a discussion started on how the adoption of EU legislation could be financed in these
countries. It soon became clear that the environmental sector would belong to one of the most
costly sectors d achieve compliance with EU legislation. In 1997 the first comprehensive
compliance cost assessment for approximation of EU environmental legislation in Central and
Eastern European countries was completed. This assessment was later refined. The @ble bel
shows data that were found.

When these data were published, intense political discussions started including highest levels on
how estimated costs could be covered. This discussion eventually led to the allocation of
significant additional funds for thenvironmental sector in all concerned countries, including
increased allocations from the European Union, increased national budget allocations and in
several cases, higher capitalization of national environmental funds (especially in countries where
environmental funds were operating in satisfactory manners).
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Cost estimations for compliance with EU environmental legislation in Central and Eastern European countri

Bulgaria | Czech Republi¢ Hungary | Poland Romania | Slovakia | Slovenia
1997 estimate, million | 15000 13400 13700 35200 22000 5400 1840
EUR
Updated estimates, 8610 6600- 9400 4118¢ 22100¢ | 22000 4809 2430
million EUR 10000 42800
GDP (1997, in millions| 10365 57135 45724 157154 | 35286 27022 20272
of current USD)

{2dz2NOSY 9/ [/ 2YYdADI AR 25y GANNESY YOKF G S FAY Il yOAy I A
final, seehttp://eur -lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2001:0304:FIN:EI$®iDEe for GDP
data: World Bank. Note: Updated cost estimations have been completed in 1999 and 2000. The complianct
estimations include the following sectoral legislation: drinking water supplies, sewage and wastewater treat
waste managemernincluding landfill, incineration, hazardous waste and sewage sludge; and quality, fuel qui
and VOC legislation; and industry pollution control legislation.

What can be learned by decisionakers in Tanzania from this? First, it appears that even if
regulatory density in the environment sector is by far less dense as in the European Union, still it is
very likely and obvious that currently the environments sector is massively dndded in
Tanzania. A very roughnitial estimation based on internainal experience(however, totally
lacking any analytical backup)uld be that environmental expenditure could easily amount to
one or several percent of GbRone percent of GDP alone equals roughly 300 billion §ZS
environmental expenditure in this sizevould effectively mean a twentyfold increase in
environmental expenditure as compared to current spending levels).

The consultantherefore believes that itcould be useful to have costing studies Bnzanian
environmental legislation and policlfor exanple, acosing studycould covemwhat it would take

to achieve specific environmental sustainability targets and prioritize those that have a significant
impact on growth and poverty reduction. For instantee costs for achievingnvironmental
sustainaliity targets in MKUKUTA kould be estimated and related financing strategies
developed formobilizing the required resources through the government budget and from
development partnersAlternatively, costs required for fully implementing specific ledien

could be estimated and compared with existing and potential future financing.

If such studies were available, it would im®re clear which amounts of finance would actually be
needed inTanzaniato implement currentpolicy andlaw. The consultant asimes that current
environment expenditure is far below what would be necessary to implement the law. Proofing
such a financing gap with concrete and correct data and information that was prepared in a
methodologically correct way would provide for a vetyong political argumentation to increase
environmental finance, includinthrough an Environmental Fund capitalized t@yenuesfrom
earmarked environmentabxes

The second lesson may be that high environmental expenditures have not hampered economic
growth in central Europe. Quite in contrary! It is generally accepted that environmental
infrastructure investments (water, energy, waste) as well as investments into environmental
technologies have very mucknabled andsupported economic growth. This isd¢ause good
infrastructure is an indispensible prerequisite for growth, and, because environmental
technologies typically lead to modernization and innovation, which support growth eventually. In

* In almost all countries where comprehensive annual environmental expenditure statistics were elaborated, levels of
at least one percent of GDP were found. In addition, if applies, for example, a 2fear implementation period to
implement EU environmental legislation in the seven Central European countries mentioned in the table, expenditure
percentages higher than 3% of GDP per annum will result.
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fact, in Europethe environmental industry was one of thestast growing industrial sectors in
recent years.

The consultant believes that any studies and analyses into aibv@rgioned areas especially
those related to positive growth linkages connected with improved infrastructure, modernization
and innovation wald be extremely useful to justify higher environmental expenditure in
Tanzania

Once necessary and desirable environment expenditure levels have been defilehianiathe
guestion will follow how increases in expenditure can be financed. The contliédieves that

this should happen in principle in line with the Polluter Pays Principle and secondly, build on the
existing structures. Taking into account existing environmental financing markekanmnania,
which are probably barely developed at thpsint, it is quite obvious that it would be highly
desirable to introduce new and additional environment@kesin Tanzaniawhereas revenues of
such taxes would be collected byan Environmental Fund and used to support priority
environmental investments line with enacted environmental legislation and policy.

Based on the limitedesearch completed by the consultaas part of preparing the present
report, it appears that the following sectould be quite suitable for newtaxesand related
spendingprogramsexecuted by an Environmental Fund

1 waste management

1 energy efficiency and renewable energy souraespecially in rural areas and for
decentralized solutions

other environmental technologiesncl. related modernization and innovation
biodiversityand nature protection

The Tanzanian Governmemight want to consider cooperating withilateral and multilateral
developmentpartners, in elaborating compliance cost estimations studies and related financing
studies insome of the abovementioned areas.Such cooperation could also be sought and
realized in the area of designing and introducing new environmeakasas well as designing and
establishing an Environmental Fund.
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4. Environmental policy context

Tanzani® énvironmental managemernis determned by the followingframeworks:
1 The 199MNational Environmental Policy (NEP)
1 The 200Z&nvironmental Management Act (EMA)
1 TheNational Strategy for Growth and Reduction of PovéMiKUKUTA and 1)
1 Multilateral Environmental Agreements which Tanzani& party

Consequently, activities aimed at promoting and realizing environmental fiscal reform should seek
to contribute with the aboveamentioned policy. The following discussion looks at EFR related
provisions irboth the NEP and EMAs well as environantal policy provisions in MKUKUTA I1.

The 199 MNational Environmental PoligNEP)

The 1997NEP identifies six major environmental problems for urgent attention. Theséaade
degradation lack of accessible good quality watefor both urban and ruralinhabitants;
environmental pollution loss of wildlife habitats and biodiversjtydeterioration of aquatic
systems and deforestation NEP recognises other sectoral policies and their respective Acts
regarding environmental management such as agricultlivestock, water and sanitation, health,
transport, energy, mining, human settlement, industry, tourism, wildlife, forestry and fisheries.

The NEP also includes a special section con@mic instruments This section mentions in
particular:

GThe marketpace does not yet provide decisionakers, producers and consumers with appropriate signals about the
value of the environment because most environmental resources and services are either undervalued or considered
as common property. A balanced use of riagions and suitable market based approaches for environmental
LINEGSOiGAZ2Y OFy F2NXY | &a2dzyR o0l aia TF2NJ aSyBchnglic 2dzi a INB
instruments is theiability to achieve a specified level of environmental protectiol lower cost, particularly where

they are designed to match the cost of achieving a predetermined and tangible environmental goal. Economic
instruments are also able to take into account the reality that the cost of controlling a particular envirorimenta
problem may not be the same for all causes.

Resource prices are themselves economic instruments that can play a critical role in encouraging efficient and
environmentally responsible management of natural resources, and influence users to act in wsigtetomvith

sound economic and environmental values. User charges are applicable for the use of collective goods and services,
and are practiced in the country. Ideally, the charge should match the cost of supplying the service consumed, so that
consumerdave an incentive not to overuse the service or abuse it.

While economic instruments are not necessarily the most effective means of choice for every environmental problem,
their application can be linked to specific environmental problems, so that theeynade relevant in their design an
application to the problem. Already, deposit refund schemes are practiced in Tanzania primarily to encourage the
return of beverage containers, and shall be used for other products which can be recycled or recovergdicand

create environmental problems if not disposed of in an acceptable manner, such as acid batteries and oils, or plastics
with long life cycles.

As far as possible the preventive approach to environmental problems shall be given top priority. faability
environmental pollution shall not be passed on. The polluter pays principle shall be adopted and implemented
deterrently. In principle it shall be the responsibility of those who pollute to repair and bear the costs of pollution
caused and rehabilit&in, where appropriate.
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It is noteworthy that above policy formulation strongly underlines the implementation of that
polluter pays principle. The NEP basically promotes the introduction of various economic
instruments- where and when value added itgsiaranteed but is not very concrete about which
instruments should be established by whom and when. More concrete guidance is offered by the
2004 Environmental Management Act in this respect.

The 200&nvironmental Management AGEMA)

The 2004Environnental Management Act provides foine legal and institutional framework for
sustainable management of the environment and natural resourcé&mnzania The Act confers

the task of overall coordination of environmental management in the country to the stfyni
responsible for Environment and the role of environmental management in specific sectors such
as agriculture, fisheries, forestry, wildlife, mining and water is conferred to relevant sector
ministries and Local Government Authoritiéds regards EFRd 2004 EMA includes the following
provisions:

Articles 5 and 7 firmly establishes the precautionary principle and the polluter pays principle.

Article 80 includes following provisions related to economic instruments:

(1) For purposes of minimizing enviraental damage, the Director of Environment shall periodically prepare
proposals on packages of economic instruments and financial incentives and forward the same to the Minister.

(2) The Minister may, in consultation with the Minister responsible farfae, make regulations and rules on

economic instruments thereby prescribing

(a)how best to oblige individuals or firms when making decisions about production, consumption and investment, to
consider the environmental consequences;

(b) measures to be addpd to internalize environmental costs without relying on the pricing mechanism;
(c)price-based measures, user charges and subsidies to internalize environmental costs and benefits;

(d) subsidies, tax deductions and rebates to be paid to advance envinotaingrotection.

(e)special grants for particular programs and projects, including environmental projects.

(f) encourage return of bottles, plastics and metals for recycling and proper disposal; and

(g)any other measure the Minister may impose on econoimstrument.

(3) The Minister may, on the approval of the Minister responsible for finance, further prescribe the following
incentives and financial measures for the protection of the environment

(a) effluent charges, based on the content and quantitydischarges into the air, water, or sewerage system;

(b) user charge fee for using such natural resource and for others being provided with a service such as garbage
collection;

(c)product charges, such as charges on plastic or bottle packaging thaseddaidiscourage disposal of or
encourage recycling; and

(d) sales and excise taxes that give environmentally friendly products a price advantage over polluting products.

Mo a902y2YAO LyaidNUzySyidé | & dzaSR A yandrdatral resolrdes YSI ya |y
management designed to influence behavior of economic agents in order to ensure sustainable use and protection of
biophysical resources, and includes fiscal instruments, charge systems, property rights, market creation, performance
bonds and deposit refund systems, liability systems, provision of information and financial instruments.

Article 80clearlyestablishes a strong and comprehensive legal basis for the introduction of various
economic instruments in support of environmengadlicy in Tanzania.
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Articles 213¢ 216 includes detailed provisions for the establishment of a National Environmental
Trust Fund. The following sources of these funds are stipulated in article 213:

(a)such sums of money as may be appropriated by Parli&me

(b) such sums of money as may be payable to the Fund by way of donation, gifts, grants, or bequests by the
Government, other agencies, individual persons or another government or international organizations;

(c)all other sums or property which may amy manner become payable to or vested in the Fund in respect of any

matter incidental to its powers and duties;

(d)any income generated by any project financed by the Fund, due allowance being made for any necessary expenses
which may be met by any sugioject; and

(e)a levy of the amount to be determined by the Minister in the regulations from every prescribed fee payable under
this Act.

Article 214 outlines the objectives of the Fund as follows:

(a)to facilitate research intended to further the regqament of environmental management;

(b) to foster capacity building;

(c)to confer environmental awards;

(d)to issue environmental publications;

(e)to provide scholarships.

(f) to promote and assist, through grants, commuritgsed environmental managesnt programs; and

(9)to pay for the cost of the meetings of the National Environmental Advisory Committee and of the Board of
Trustees.

Article 215 andhe Fourth Schedule to thiEMA establish the Board of Trustees as management
body of the fund consistg of the following members:

(a)a Chairman who shall be a person of proven quality and integrity who has achieved high office or distinction in
Tanzania on public administration who shall be appointed by President;

(b) a senior representative of the Mistry responsible for finance;

(c)a senior representative of the Ministry responsible for environment;

(d)a member from institutions concerned with training in environmental management;

(e)a registered accountant;

(f) a legally qualified person from theffice of the Attorney General;

(g)a member from NofGovernmental Organizations concerned with environmental management;

(h) a representative of the Ministry responsible for local government authorities; and

(i) a representative of environmental managenteasearch institutions.

Although the legal basis for the establishment of an Environmental Fund in Tanzania has been
created in 2004, up to now such a Fund has not been established yet. As was discussed already in
section 3, the environment sector contias to be massively underfunded in Tanzania and the
establishment of an Environmental Fund should be seen as extremely useful and desirable in this
context. As the legal basis exists already, key challenges on the road to establish an Environmental
Fund inTanzania appear to be:

1 Design and introduction of earmarkéaixesthat could capitalize the Fund with recurring
revenues, such as produtxes, a CORax, pollution chargs/taxes etc. (see
recommendations in chapter 13).

1 Addressing possible concernglwiegard to public finance principles, such as the question
of allowing extrabudgetary funds, with revenue from earmarkekes(good international
practice in public environment expenditure management as reported in annexes 1 and 2
will provide for thenecessary justification and explanations in this regard)
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1 Designing operational procedures and governance structures for a Tanzanian
environmental fund that are essentially in line with good international practice in public
environment expenditure managemeas reported in Annex 1 of this report. The draft
elements of terms of reference for expert support to establish an environmental fund as
outlined in annex 4 of this report should be very uséfuhddress this issue.

1 Positioning and new Tanzanian Envirental Fund vis-vis already existing financing
mechanisms dealing with environment related investment, such as the Tanzania Wildlife
Protection Fund, other proposed sectoral exbradgetary funds, commercial financing
institutions and other potential paners.

Articles 227 and 228 of the EMA further detail requirements on environmental performance bond
and compensation as follows:

227. (1)The Minister shall prescribe in the regulations, activities or processes which threaten the environment of
whichenvironmental performance bonchay be required.

(2) An environmental performance bond shall be deposited with the Director of Environment as security for good
environmental practice until its refund to the depositor.

(3) The environmental performance bondadlhbe returned to the operator of activity or process upon the satisfaction
of the conditions set by the Minister.

(4) The Director of Environment shall give the operator of an activity or process an opportunity to be heard before
confiscating the enviramental performance bond.

(5) An environmental performance bond shall be confiscated in whole or in part when the Director of Environment
FAYRA yR 2LISNIG2NDa LINI OGAOSa GA2fl (S GKS LINP@AAAZ2Y A
permit issued under this Act.

(6) Where any environmental performance bond is confiscated undeseation (5), shall be used to rehabilitate a
degraded environment.

228-(1) For the avoidance of doubt, the Minister shall make regulations presctirngght to compensatiorfor
those who suffer damages while protecting the environment.

(2) Any person who violates environmental protection standards causing any damageoshadinsate for the
damages and costs of remedying the consequences

It appeas that the environmental performance bonds have recently been requested from
operators starting new mining activities in Tanzania (see chapter 11 for more details).

Note that part XVI of the 2004 EPA contains detailsgllationsfor a variety ofnon-comgiance
fineswhich can be imposed by environmental inspectors employed by the National Environmental
Management Council.

Environmental and Sustainability provisions in MKUKUTA I

The National Strategy for Growth and Reduction of Poverty Il (often reféorad: MKUKUTA II)
contains numerous provisions relating to environmental and sustainability policies. Some key
provisions relating to the discussion following in chapters 5ff. of this present report include:
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4.1 Cluster |: Growth for Reduction of IncanPoverty

Goal 2: Reducing Income Poverty through Promoting Inclusive, Sustainable, and Emplépheamting Growth and
Development
Operational targets include:
ix. Generation of electricity, utilization of capacity and coverage increased
- Use of norhydro renewable for power generation increased from 4 percent 2010 to 6 percent in 2015
X. Access to clean and affordable substitute for wood fuel for cooking increased (from 10 percent in 2010 to
20 percent in 2015)
GDP growth: GDP is targeted to increaseead terms, from 6 percent in 2009 to-80 percent per annum by 2015.
Among the strategies to achieving this operational target are:
vi. Integrating, harmonizing and coordinating environmentally sustainable policies and strategies for growth
in key growh sectors, including climate change adaptation and mitigation.
Agriculture and fisheries:
x. Mitigating and adapting to climate change by supporting research programs to improve and develop new
technologies, quality seeds, pest control, and agronomic paste.g. tillage, soils and water conservation
techniques and irrigation measures and livestock management practices, information collection and
dissemination for early warning;
Mining:
v. Enforcing security and adherence to the laws, regulations andogmeental considerations, including
compliance to labor standards, occupation, health, and safety at workplaces;
ix. Ensuring sustainable extraction, maintaining health and safety standards, and equitable distribution of
proceeds to local stakeholders;
Eneagy:
iii. Expanding renewable energies (solar, wind, fhirdro and biogas) for offgrid areas where distribution
costs are prohibitive, especially rural areas;
viii. Promoting use of energgfficient appliances and equipment, use of natural gas for indaldteating and
domestic cooking;
ix. Promoting energy saving technology, at household, firm, institutions, and community levels;
X. Promoting energy efficient and conservation as well as integrated environmental management;
xi. Promoting projects which @lify for carbon credit through clean development mechanism (CDM) window;
Water Supply:
iv. Demarcating and conserving water sources in all basins in order to protect them from environmental
depletion and pollution;
v. Establishing water use and effluenscharge permit register for proper recording of water extraction and
enforcement of water quality standards;
vi. Integrating management of water resources;

Goal 4: Ensuring Food and Nutrition Security, Environmental Sustainability and Climate ChanatoAday

Mitigation

Operational targets include:
iv. Crop and livestock varieties suited to adverse conditions brought about by climate change introduced and
adopted;
v. Climate change projection and early warning and natural disaster response, ctiominamework
strengthened.

Cluster strategies include:
viii. Enhancing sustainable forest management for improved governance, livelihoods, forest conditions,
resilience of forest ecosystems and trees outside forests and more efficient use of wood essourc
x. Creating awareness on climate change and adaptation strategies;
xiii. Supporting research in introducing and promoting adoption of crops, livestock, and fish varieties and
breeds suited to adverse conditions brought about by climate change;
xiv. Apgying new technologies in pest and disease management (IPM, breeding, biotechnology);
xv. Increasing farmers, livestock farmers, fishers and aqua farmers awareness on the full impacts of climate
change on agriculture;
xvi. Designing sustainable crop protian and farming systems reflective of climate change scenarios such as
breeding pest resistant crop and livestock;
xvii. Increasing carbon sequestration on farms through reduced tillage high carbon crops and agro forestry;
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xviii. Improving soil and wat@onservation measures including irrigation development;

xix. Providing specific adaptation and mitigation options according to regional conditions;

xXi. Facilitating development of markbtaised financing mechanisms for climate change mitigation and
adaptation and leveraging private sector resources;

xXii. Supporting accelerated development and deployment of new technologies that ensure adaptation and
mitigation actions;

Goal 5: Leveraging Returns on National Resources (both within and outside) for Bglarmith and Benefits to the
Country at Large and Communities in Particular, Especially in Rural Areas
Operational targets include:
i Sustainable utilization of natural resources ensured with benefits to local communities;
Cluster strategies include:
x. Ehhancing community based natural resource management arrangements;
xi. Improving legislation on ownership/access to environmental and natural resources.

4.2 Cluster II: Improvement of Quality of Life and Social \Ading

Goal 4: Increasing Access tdodable Clean and Safe Water; Sanitation and Hygiene

Addressing Water Supply

Operational targets include:
i. Proportion of households in rural settlements provided with improved sources of water increased from 58.7
percent in 2009 to 65 percent by 2015;
ii. Proportion of households in small towns provided with improved sources of water increased from 53
percent in 2009 to 57 percent by 2015;
iii. Proportion of households in urban authorities provided with improved sources of water increased from 84
percentin 2010 to 95 percent by 2015;
iv. Proportion of households in Dar es Salaam provided with improved sources of water increased from 68
percent in 2010 to 75 percent by 2015.

Addressing Sanitation and Hygiene
Operational targets include:
ii. Proportion ofpopulation with access to improved sanitation facilities increased,;
iii. Proportion of schools with improved sanitation facilities increased;
iv. Proportion of households connected to the public sewage system increased from 18 per cent in 2010 to 22
percent in 2015;
v. Solid waste collected in urban centers increased from 47 per cent in 2008 to 85 percent in 2015;
Cluster strategies include:
ii. Strengthening solid waste management in urban areas;
iv. Developing and implementing clear Sanitation and Hygpmilicy and plan for participatory sanitation and
hygiene promotion and marketing, building on current efforts to establish effectiveness of interventions,
including clarification of the roles and responsibilities, budget requirements and strategiessiatireg that
schools and health facilities have adequate WASH;

Goal 5: Developing Decent Human Settlements while Sustaining Environmental Quality.

The operational targets are:
i. Planned and serviced urban settlements with functioning town planning ptoesdincluding improved
solid and liquid waste management, use of sustainable transport and cleaner energy ensured;
ii. Implications of rapid urban population growth on settlements addressed.

Source: UNITED REPUBLIC OF TANZANIA, NATIONAL STRATEGMHGRIBREDUCTION OF POVERTY I
(MKUKUTA 11), MINISTRY OF FINANCE AND ECONOMIC AFFAIRS, July 2010
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5. Use of Economic Instruments the Waste Management Sector

5.1. Typology and International Practice
There are many different kinds of economic and finahastruments that are applied in waste
management, including
1 Producttaxes
Waste collectiondisposaknd incineratiorcharge#axes

Hazardous waste chargésxes

Subsidieselated to waste mangement(grounds, soft loans, interest rate subsidy, equity

1
1
1 Charges of taxes related to resource and raw material use
1
finance for establishment of new recycling/waste management companie$, etc.

1 etc.
For illustration, the following table provides for an overview of the use of waste related charges
and taxes in sected European countries.

Overview of the use of waste related charges/taxes in 2004 in selected European countrie
L
E
X > -é; % § > © ©
2 5|=|8|8|8|%|x|S|8|5|8|£|3|3
< ||l |lOo|lz|lz|® |D|hh|O0|XT|a|3|ad|n
Waste ta/charge X | X | X X | X [ X [ X | X |X X X
Taxon tires X X X X X X
Taxon packaging X X X X X X X X X X
Taxon bags X
Taxon pesticides X | X X | X
Taxon CFCs X X X X X
Taxon batteries X | X X X X | X | X
Taxon light bulbs X X | X
Taxon lubrication oil X X X X | X X
Taxon fertilizers X X X
Taxon paper, board X X X
Taxon raw materials X X X X | X X
Source: European Environment Agency Technical Reporbeu8/2005 on Markebased Instruments for

Environment Policy in Europe.

5.2. Economic instruments Currently Used in Tanzania
5.2.1. Existing Els and how their effectiveness could be further increased
As mentioned in chapter 3, an excise tax on ptasag imports has been introduced in Tanzania,

but has recently produced very little revenue. During the meetings with various Tanzanian
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government representatives, the consultant was unable to identify the reasons for such
insignificant revenues. As appatly no evaluation of the causes and effectiveness of the plastic

bag tax has been produced so far, this leaves room for speculation: one reason for the low
revenue could be that the tax has had significant effects in decreasing plastic bag importgeerAnot
reason could be that the implementation of the tax has been ineffici&riother possible
explanation could be that plastic bag producers found ways of circumventing the payment of the
tax. If any work will follow in the near futurgn Tanzaniaon waste management relateghroduct

taxes or other waste related taxethe consultantsuggess evaluating the plastic bag taassome

useful lessons learnt for any new tax instrument in the waste sector may result

l'da NBLRNISR 2y (GKS LM36RADHZIASY SylixbttySRy &R B
available for download on the website of the Tanzania Revenue Authority (TRA), the following tax
NI G§Sa OdzNNBGTift BNB YILHI_YS a2 R MHE: AYLIZASR 2y &K:
¢KS /AGAT Sy QaaArvdAREASHA NBLESNA N2y 2F (GKS yIGAZ2Yy
the policy forum Wwww.policyforum.or.t3 further reports that since 2010, there is WAT
exemptionon the supply of packaging materials for frjuitces andmilk products This measure is
opposite to efforts found in many countries elsewhere where packaging materials are, in fact,
taxed (rather than tax exempt)!

Reportedly, there are also deposit refund schemes in place for certain packaging teateuta
again, the consultant could not identify reliable information on the functioning, causes and
effectiveness of these schemes during meetings with various government representatives.

5.3. Enhanimg the Use of Economic Instruments the Waste Managment Sector

Keeping in mind rich international experience with environmental taxes in the waste sdutor, t
consultant concludes from the discussion above that there is a vast potential in Tanzania to extend
the use of economic and financial instrumentghe waste management sector, in particular:

1 Producttaxeson various products could be introduced, ideally with revenues earmarked
for environmental subsidies and investment support offered by the proposed Tanzanian
Environmental Fund. The political actapility of such productaxes is usually very high
(everybody immediately understand that the consumption of these products eventually
will result in waste that needs to be managed) and such protiuets have a potential to
generate significant revenug¢rsams (see annex 2.5 for an example of large revenues
generated by various produtaxes in Croatia, whereas revenues are earmarked for the
Croatian Environment and Energy Efficiency Fundddition, the existing plastic bag tax
could be integrated im more comprehensive produtdx on packaging materials. Existing
deposit refund schemes could also be linked or even integrated into a comprehensive
producttax on packaging materials.

1 (hargeson waste collectioranddisposalcould help covering costs aew waste
management infrastructures and services that will eventually have to be developed for
tackling ever growing waste streams, especially in larger settlements. The adoption of basic
legislation and policy should be seen as a first useful step timatld be followed up by
developing more detailed waste management plans, concepts and financing strategies,
including for safe disposal, reuse, recycling, wdstenergy, etc.
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Hazardous waste chargésxesmay be considered in Tanzania too in the futuret one
should stress the establishment and proper operation of a command and control system
first, as a government generally speaking should provide first of all incentives to eliminate
hazardous waste before offering incentives to minimize or economizauch waste.

Finally it is quite clear that even in the absence of detailed financing strategies and studies,
Tanzania will most likely require significant financial incentives to realize much needed
investments in waste management. Such subsidy and@tppograms could be offered
through the proposed Environmental Fund.

6. Use of Economic Instruments in the Water Sector

6.1. Typology

Abasictypologyof economic and financial instrumentsthe water sector includes

T

1
1
1
1

Water supplyusercharges

User targesimposed on swage collection
Wastewater treatment charges

Water pollutiorfeffluent charge#axes

Subsidieggrants, soft loans, interest subsidy, etc.) aimed at catalyzing and enabling
investment into water infrastructure and water purification teablogies

6.2. Economic instruments Currently Used in Tanzania

As reported already in section 3, the water sector is already a priority sector for government
spending. However, it appears obvious from available policy documents that current spending
continues to be significantly below what would be needed to offer a more comprehensive, safe
and reliable supply and treatment of water.

In 2005, a new, comprehensiveater sector strategyvas adopted that refers to many economic
and financial aspects, includj:

Section2.2.1focuses orservice coverage

Section2.3.2.focuses orenvironmental policy linkand includes as one poligypal to
introducea watereffluent chargéax in Tanzania

Section3.2.1.2calls for a Vdter ResourcesManagementCouncil to be firanced from user
and pollution chargedtaxes

SectiorB.7 and 3.&rovides for thestrategy inthe environment and pollution control
sectors

Section 4focuses on water sector finance

Section6 isdedicated towater tariffs, among others
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The 2009 TanzaniBcaowomic Surveypublished by the Ministry of Finance and Economic Affairs
provides for the following data on water supply and related revenue collection in urban areas:

Water supply and revenue collection in urban areas, 2009
Authority Total water production | Estimated water demand | Revenue collection
(cubic meters) (cubic meters) (mIn TZS)
Arusha 13,197,478 18,001,080 3,984,73
Babati 1,063,277 1,464,000 273,18
Dodoma 9,620,136 10,759,000 3,596,945
Mbeya 11,051,297 11,656,050 2,925,58
Morogoro 8,663,000 10,386,000 3,553,517
Moshi 8,815,529 8,820,000 2,777,756
Mtwara 1,905,807 3,816,000 951,483
Mwanza 20,581,248 829,440 5,921,170
Tabora 4,291,665 8,415,000 1,089,589
Tanga 9,564,823 9,784,675 3,731,58
Bukoba 2,250,451 2,737,500 712,297
Iringa 3,986,958 5,110,000 1,802,170
Kigoma 2,551,254 9,416,000 451,652
Musoma 3,850,894 8,640,000 1,024,353
Shinyanga 3,735,376 7,140,997 1,288,835
Singida 1,729,854 2,574,000 455,045
Sumbawanga 1,840,800 2,928,000 336,48
Songea 2,225,611 3,095,940 730,780
Lindi 402,125 1,800,000 198,673
GRAND TOTAL 111,327,583 127,373,682 35,805,80
Source Ministry of Water and Irrigation as reported in MOFEA (2009): Tanzania Economic Sur

6.3. Enhancinghe Use of Economic Instruments

Based orthe information provided above and details contained in the 2005 Water Sector Strategy,
the consultant believes that strategic goals in the water sector are quite well established. What
appears to absent, though, and what would appear to be very usetuMater sector financing

strategy, a tool recently developed and tested in several countries by OECD and the World Bank.

The graph below shows in schematic form what a water sector financings strategy attempts to
achieve:

First, the demand for water inferucture investment is estimated based on requirements
established in adopted water legislation and policy, whereas different benchmarks and scenarios
will be developed (for example, investment necessary to satisfy requirements of national drinking
water policy, investment necessary to satisfy national sewage collection and water treatment
policy and law,nvestment necessary to satisfy water related Millennium Development (Goals
etc.). Such investment forecast is plotted over medium and long terms, takiogaccount various
macro-economic factors and assumptions.

Demand for water finance is then compared to, in a second step, existing and forecasted supply of
finance. Such supply of finance normally consists of government budget allocations for water
sedor investment, revenue from water user charges set aside for water infrastructure investment,
financial support offered by bilateral and multilateral donors, as well as private sector finance
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offered under publieprivate partnerships. Again, different swios will be elaborated to reflect
potential changes in any of these sources of supply of investment finance: for example, one
scenario could include significantly increased user charges, another scenario might include
significantly increased governmeallocations, etc.

Demand and supply of finance plotted against each other will demonstrate the financing gap over
medium and long term for water sector infrastructure investment. The water sector financing
strategy will then elaborate different scenarioscarecommendations to minimize or close to gap.
This could include specific changes to adopted law and policy (effectively resulting in lowered
investment demand), increased supply of finance from various sources, desid@édneasures,
rationalized what tle management (including operation and maintenance of expenditure),
rationalized investment strategies and priorities, etc.

Overall, a properly prepared water sector financing strategy will help to significantly rationalize
economic and financial policies the water sector. A number dfackground documents on water
sector financing strategies, as well as examples of such strategies implemented in various
countries are available, for example, ondadicated OECD websjter the EU Water Initiative
Finance working groupebsite.

Macro-economic forecast
+ Production/income
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+ Public revenues
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7. Use of Economic Instruments in the Energy Sector
7.1. Economidnstruments Curretly Used in Tanzania

As already discussed in detail in section 3 of this report, Tanzania uses excise taxes on petroleum
products and generatesignificant tax revenue with thigastrument. This tax contributes, of
course, to environmental and climate aige policy.

According to information posted on the website of the Ministry of Finance and Economic Affairs,
excise duty is a special duty designed to raise extra revenue, provide disincentives for
consumption of some environmentally or socially detrimergabds, and impose extra taxes on a
selection of luxury goods. The tax is levied on thdagkory price or the import price and so is
included in the price of the product on the market. The specific rates are adjusted upwards to
account for inflation eachudget. Subject to the Finance act of 2005 all specific exercise duty rates
will be annually adjusted in accordance with the project inflation rate. Rates of excisg@/ {2D0

for selected taxed petroleum productre as follows(source: PriceWaterhouseQoers: Doing
Business: Know your Taxes, East Africa, 2009/10)

1 Gasoline premium (MSP) (Petroel)ZS339per litre
Gasoline regular (MSPTZS339per litre

Gas oils (Diesel)TZS314 per litre

Jetfuel - Nil

llluminating kerosene TZ3H2 per litre

Other medium oil and preparationTZS 9.32 per litre
Industrial desel oil- TZS392per litre
HeavyFurnace OH TZ7 per litre

Lubrication oikg TZS 500 per m3

Lubrication greases TZS 0.75 per kg

Liguefied petroleum ga@ PG} Nil

=4 =4 =4 A4 A4 -4 A5 -5 -2 -2

In addition a fuel levy amounting tdZS 200 per litre of petrol or died@010 level) has been
introduced. The revenuefrom the fuel levy isearmarkedto the TanzanianRoad Fund, which
allocates themoney to TANROADS and to Local Governments for the sole purposead
rehabilitation and maintenance.

According to the2009 Tanzania Economic Surypeyplished by MoFEA:

1 The average price of electricity waZSL14.8per KWh in 2009 compared &ZS35.5 per
KWh in 2008.

1 The average price of petrol in the world markets USD 60.0 per bartiel 2009 compared
to USD 96.9 in 2008he average price gfetroleum in the world market was USD 541.3
per ton, 458.2 (diesel) antB6.1 for kerosene. The average pump price in filling station was
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TZS1,550per liter (petrol), 1,5@ diesel and 1,300 for kerosene in 2009 compare@Z&
1,610.3 per litre (petrol), 1,707.2 (diesel) and 1,178.9 of kerosene in 2008.

According to the NKUKUTA Annual Implementation Report 2009/2010:

1 Improving generation capacity, transmission and distidouis key to the expansion of
power supply in the country. This requires substantial funding by the government and
support from the development partners. Activities like gas development for power
generation, oil exploration, establishment of strategielfteserves and the development
of new and renewable energy sources all require both financial investments and technical
support from development partners and private sector at large to enable the government
to meet its economic growths targets as expresgethe MKUKUTA, Vision 2025 and
MDG's. It should be understood that both financial investments and technical support in
the energy sector are vital due to the fact that the sector is one of the key engines for
economic growth and development in the comntTherefore, it is recommended that
efforts need to be undertaken to improve mobilization of funds and increased allocations
and disbursements of funds to energy projects.

1 Access of the rural population to modern energy services: The Parliament enbheted t
Rural Energy Act in 2005 for the purpose of establishing the Rural Energy Board and the
Fund and Agency to be responsible for promoting improved access to modern energy
services in the rural areas. This is to be achieved through a Fund which is aeledhist
the Board to provide for grants and subsidies to developers of rural energy projects. Rural
Energy Agency which was established under this act became operational in 2007. REA has
increased the speed of rural electrification.

7.3.Enhancinghe Useof Economic Instruments

Based on the above discussion and the provisions of the 2003 energy policy, the consultant
believes that existing excise taxes and fuel levy could be complemented by X @dereas
revenues could be earmarked to the proposediEsnmental Fund.

As petroleum products are already taxed quite heavily, a 2®@ould also be designed such that

its revenues replace part of the revenue of existing excise taxes on petroleum products (revenue
and cost neutral design of the C@iX), ameasure which could increase political acceptability of a
CO2tax.

As regards subsidies in the energy sector, one obvious area for investment of the proposed
Environmental Fund would be decentralized, rural, renewable energy production. However it
would benecessary to align support policies properly with the Fund established recently under the
Rural Energy Agency.

Another spending area for the proposed Environmental Fund would be energy efficiency and
conservation investments.

It should be stressed that ltlo, proposed energy efficiency/conservation and renewable energy
spending programs would undoubtedly have positive effects for employment generation and
continued economic growth, i.e. provide for wivin-win solutions.Decentralized rural renewable
energysolutions especially would also provide for important benefits in poverty alleviation.
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8. Use of Economic Instruments in the Transport Sector
8.1. Typology and International Practice

A basic typology of economic and financial instruments in the trangsmtor includes
1 Taxes on transport fuels (taxes on gasoline / tax differentiation leaded/unleaded gasoline)
1 Vehicle taxes (tax related to registration/ road use/ motor size/ emissions)
1 Aviation taxes: (aviation fuel, airport charges, passenger arrivaddare)
1

Subsidiesdrants, interest subsidy, soft loans, t¢or example related to investments in
greener or more sustainable modes of transport

Economic and financial instruments are widely applied in most countries.

8.2. Economic instruments Currélg Used in Tanzania

la NBLR2NISR 2y (GKS Lzt AOFiGA2y Syidradt SR ac¢l E
available for download on the website of the Tanzania Revenue Authority (TRA), the following
transport related taxes currently apply:

ExciseDuty

Imported nonutility vehicles of ten years of age or more , counted from the date of manufacture, are chargeable
excise duty at the rate of 20%

Vehicles of cylinder capacity exceeding 1000 cc but not exceeding 2000 cc are taxed at 5%

Vehicles of cyider capacity exceeding 2000 cc are taxed at 10%

Fuel levy
TZS 200 per litre of petrol or diesel

Airport Service Charges

International Travel: USD 30
Local travel (resident): TZS 5000

Port Charges

Resident taveler: TZS 500
Non-resident traveler: USD 5

Motor Vehicle Registration
az2li2N) OSKAOES NBIAAUNI GA2Y FSSay ¢%{ mMunQnnn

a2i2NJ Oe0fS NBIAAGNIGAZ2Y FSSaY ¢¥%{ opQnnan

[/ 280&8 FT2NJ ydzYoSNJ LX F1Sa 0ak@SKAOESOY ¢%{ oyQnnan
/280a8 F2NJ I ydzYoSNI LX S 6ak0eldf SoyY ¢%{ mbdQnnn
Annual fees:

Engine capacityup to 500 ccTZS30D00per annum
501-1500 cc TZSH0Q n penannum
1,500 2,500 cc TZSL00DO0O0 per annum
Above2,500 TZS50Q00 per annum
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Tractors used for agricultural purpose® annual fees

Motor Vehicle transfer tax Motor vehicle transfer fees TZS00D00
Motor cycle transfer fees TZ95Q00
Fee for a new registration cardZSL.0Q00

Motor Vehicle Driving License License feesTZS 0000, renewable every 3 years
Drivingtestfey¥ ¢ %%{ o Qnnn
Provisional license fe¥s ¢ 090 reme@able every 3 months

Note that the revenudrom the fuel levy issarmarked andallocated to theTanzaniarRoad Fund,
which allocates thenoneyto TANROADS and to Local Governments for the sole purpose of road
rehabilitation and maintenancd=or more details on the Road Funcedbe Road Funds dedicated
website:http://www.roadsfundtz.org/web/index.asp

According to information posted on the website of the Ministry of Finance and Economic Affairs,
excise duty is a specialluty designed to raise extra revenue, provide disincentives for
consumption of some environmentally or socially detrimental goods, and impose extra taxes on a
selection of luxury goods. The tax is levied on thdagxory price or the import price and g8
included in the price of the product on the market. The specific rates are adjusted upwards to
account for inflation each budget. Subject to the Finance act of 2005 all specific exercise duty rates
will be annually adjusted in accordance with the projedlation rate. Rates of excise (20010)

for selected taxed petroleum productre as follows(source: PriceWaterhouseCoopers: Doing
Business: Know your Taxes, East Africa, 2009/10)

1 Gasoline premium (MSP) (Petrel)ZS339 per litre
Gasoline regulafMSP) TZS339per litre

Gas oils (Diesel)TZS314 per litre

Jetfuel - Nil

llluminating kerosene TZH2 per litre

Other medium oil and preparatiogTZS 9.32 per litre
Industrial desel oil- TZS392per litre
HeavyFurnace OH TZD7 per litre

Lubrication oikg TZS 500 per m3

Lubrication greases TZS 0.75 per kg

Liquefied petroleum gad. PG} Nil

= =2 =4 A4 A4 A4 -5 -5 -2 -2

The 2003 National Energy Policy states that:

X Yore than 40% of all imported petroleum is consuni®dhe transport sector.

There are insufficiet standardization and quality control of petroleum products and inadequate enforcement and
uncoordinated safety measures. There is a need for efficient use of transportation means and improvement of
underdeveloped transport infrastructure, including theeuof alternative systems.
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Regulatory measures for improvements and licensing, storage facilities and safety standards and pricing needs to be
addressed. Furthermore, it is necessary to improve mass transport systems to reduce fuel consumption, traffic
congestion and pollution. The exploration for possibilities of fuel switch to other energy forms such as electricity,
ethanol and compressed natural gas should be encouraged.

Policygoals include:

1. Promote energy efficiency and conservation in the tramspector.
2. Encourage use of more efficient transportation modes.
3. Promote fuel switch from petroleum to all the alternative environmentally friendly fuels.

8.3. Enhancinghe Use of Economic Instruments

Transport related taxes already provide sigiaht revenues to the treasury, as reported in the
preceding section and section 3.

One optionto further enhance the existing scheme would be to introduce the new @&Q2vith
revenues earmarked to the proposed Environmental Fund. Alternatively, a&@@auld also be
designed such that it replaces part of the existing excise tax on petroleum products in-a cost
neutral manner, thus increasing political feasibility of stech

Some of the policy goals of the 200&tional Energy Policy related to tramsp as detailed in
section 8.2, could be addressed by investments supported by the prodeseidonmental Fund,

in particular investments related to increased energy efficiency and conservation in the transport
sector, investments into more efficient traportation modes, and investments leading to fuel
switch to more environmentally friendly fuels.
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9. Use of Economic Instruments in the Wildlife and Biodiversity Protection Sector
9.1. Typology and International Practice
There are many different types @conomic and financial instruments related to wildlife and
biodiversity protection, including for examp(selection)

1 Access fee® protected areas

1 User charges related to wildlife and biodiversity resources
1 Management chargeelated to protected areas
1

taxes or charges levied on certain wildlife and biodiversity resources (aimed at minimizing
such resource use, or raising revenue for the treasury or biodiverdiyed subsidy
programs)

1 Subsidiesimed at wildlife and biodiversity protectigigrants, sft loans and other types of
financial assistange

1 Reform packages for subsidy schemes that are harmful from the point of view of wildlife
and biodiversity protection

The interested reader will find additional information on websites such as (the followprgsent

just a selection recommended by the consultant and should by no means be considered as
complete list): http://www.biodiversityeconomics.org/ or http://www.cbd.int/incentives/case
studies.shtmband http://www.cbd.int/financial/.

9.2. Economic instruments Currently Used in Tanzania

Law enforcement on wildlife and wildlife productsciuding ivory, is primarily established under a
& LIS OA -2 | 6O KyAlyAd :ykﬁét@Kg:g(ﬂé:ﬁt\g‘[éi\)\é LI N} YA€ AGE
aLISOALE FdzyRX GKS ac¢l ylTFyAl 2AfREATS t NEPGSOGA

The TWPF was established by Parliament Act2441978. Apparently, more than 90% of the
revenue of the Fund is generated from proceeds that accrue from sport hunting and sale of
trophies. Main spending areas of the TWPF include:

1 Anti-poaching and law enforcement.
Development Projects relating to wiitl protection
Applied research on biodiversity conservation and environmental protection

1
1
9 Conservation education programs conducted by Malihai Clubs of Tanzania
9 Training of wildlife manpower

1

Support to wildlife training institutions such as Pasiansi i@dfaining institute and
College of African Wildlife ManagemenMweka.

® Contact info of the TWIR. Tanzania Wildlife Protection Fund, Ivory Room, Nyerere road, P.O. Box 1994, Dar es
Salaam, Tel: +255 22 28663Tlick to access TWPF webgitery limited information on the TWPF is available on this
site, though)
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The 2009 Wildlife Conservation Act stipulates iniodes 91-94 thatthe TWPF shall continue to
exist. The legislations states thdiet objectives of th@ WPFshallincludeto faciltate and support
wildlife conservation, inside and outside protected areas particularly in

1 Anti-poaching operations and law enforcement;
operationsof the Wildlife Protection Unit
the conservation of wildlife;

the development of communities living in alrareas adjacent to wildlife protected areas;

1
1
1
1 conservation education, training and awareness creation in wildlife matters;
1 capacity building in wildlife management;
1 the wildlife management research; and
1 any other activity related to conservation of Wiféli
The2009 Wildlife Conservation Act stipulates further the followsogirces of the Fund
1 such sums of money as may be appropriated by the Parliament;

1 25%o0f the proceeds of the sale of every animal, trophy, weapon, vehicle, vessel, aircraft,
tent or other article which is forfeited pursuant to section 110 oé #hct and sold or
disposed of in any manner for money including proceeds accrued frorcolesumptive
use of wildlife outside national parks and the Ngorongoro Conservation Area;

any sum or propdy which may in any manner become payable into the Fund; and

any sum payable or donation, bequest, gift or grant made or given to the Fund by other
agencies, institutions, persons or other government or internati@mghnizations

The management of the TR is carried out byBoard of Trusteesncluding membership of:

1 the Chairman who shall be appoga by the President, and whoasperson ofa proven
guality, integrity and experience in public service in either wildlife matters, economics,
laws, managment or related disciplines;

the Conservator of the Ngorongoro Conservation Area;

the Director General of the Tanzania National Parks;

the Director General of the Tanzania Wildlife Research Institute;

a senior State Attorney appointed by the Attorney Gexl@n his behalf;

a senior accountant representing the Ministry of Finance;

= =2 4 4 A -2

two members with quality, integrity, knowledge and experience in wildlife conservation
appointed by the Minister;

1 the Director who shall be the Chief Executive Officer and theeBegrto the Board.

There is no detaile€urther information available online on the revenues, more detailed spending
strategies and operational procedures of the TWPF (TWPF does not seem to have an own website)
and the consultant unfortunately could notesat with the TWPF.
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However, it is quite clear that potential interfaces and cooperation with the TWPF should be
further investigated and established while preparing for creating an Environmental Fund (see
recommendation 3 in chapter 13 of this report).

Reenues from wildlife resources

The 2009 Tanzania &nomic Qurvey published by MoFEAp(156f) reports on the following
revenue figures related to wildlife resourcé®tal 2009 revenues reported in the table below
would amount to approximately 18 million D$

Trends in Earnings from Wildlife Resources 20R609in min TZS
2006 2007 2008 2009
Export permits 8.3 10.5 10.2 5.7
Catching permits for live 236 74.5 408.5 87.6
Permit for Owning 2.2 2.9 24 1.5
Hunting Tourism 14,364.50 6,743.60 17,834.10 22,112.60
Photographic Tourism 531.7 648.5 18.8 1,350.60
Other fees 16.1 84.7 11.4 7.4
Trophy Business Licences 123 3.2 2 104
Source: Ministry of Natural Resources and Touasmeported in MOFEA (2009): Tanzania Economic Su

Revenues frm tourist visits to national parks

Number of touristsvisiting national parks and related revenues are reported in the following table.
In 2009, a total of 647,193 tourists visited National Parks, wherg®y,655 tourists were
foreigners and 113,538 weredals. Earnings frotourists visited the National Parks waZ357.3
billion. In addition, a total o#38,179 tourists visited Ngorongoro Conservation Authority, of which
234,767 were foreigners and 203,412 were locals. Earnings from touissisd Ngoongoro was
shs. 34.7 billion.

Tourists visited National Parks and Earnings 2209

National Park Foreigners Locals Total Revenug(Tshs)
ARUSHA 40,268 9,235 49,503 2,339,387,301
GOMBE 1,202 432 1,634 204,503,850
KATAVI 1882 292 2,174 202,229175
KILIMANJARO 41,879 1,183 43,062 30,109,748,440
KITULO 366 187 553 36,145,700
ZIWA MANYARA 118,565 16,361 134,926 4,758,228,813
MAHALE 810 58 868 342,847,429
MIKUMI 25,282 10,616 35898 792,552,744
MKOMAZI 647 263 910 70,588,250
RUAHA 14,15 3,118 17,242 1,153,754,858
RUBONDO 472 153 625 65,701,650
SAADANI 2,755 1,335 4,090 105,268,080
SAANANE 1,936 51 1985 8,875,800
SERENGETI 202,537 58841 261,378 22,956,673,451
TARANGIRE 77,739 10,018 87,757 4,019,454,771
UDZUNGWA 3163 1395 4,558 121,871,763
Ngorongoro 234,767 203,412 438,179 34,741,592,721
Sources: TANAR#d Ngorongoro Conservation Authordg reported in MoFEA (2009): Tanzania Economic Surve
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9.3. Enhancinghe Use of Economic Instruments

Ly

0KS O2yadzZ Gl o Edddusiofsh cBudd bé drayvaziyon SHeJdiscussion in the

preceding section:

T

T

User/access charges are well established in National Parkgordngoro Conservation
Authority. The same can be said on revenues from using wildlife resources. As regards use
of revenues, in both cases possible interfaces and cooperation arrangements with the
proposed new Environmental Fund should be closely investigated and disdaesed
recommendation 3 in chapter 13 of this report). For example, the proposed Environmental
Fundcould play a role in biodiversity and nature conservation in areas outside National
Parks andNgorongoro Conservaticsrea.

It might be useful to develop a survey that establishes both demand for

biodiversity/wildlife finance (primarily based on requirents set out in respective

legislation and policy) and current supply of such finance. The resulting gap should then be
analyzed and measures to close the gap could be identified (increase of user charges,
introduction of new economic instruments, revisiofpolicy targets to make the

achievement of these targets financially viable, etc.). Eventually, such a survey could help
to further rationalize and focus biodiversifynature- and wildlifepolicy related financing in
Tanzania.

The management (and rekd financing) of protection and conservation activities in areas
with significant marine biodiversity should be investigated, especially also in the context of
the possibility of establishing marine protected areas.
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10. Use of Economic Instruments in tigriculture, Forestry FisheriesSectos
10.1. Typology

The following types of economic and financial instruments are used in the agriculture, forestry and
fisheries sector (selection):

1 Charges and taxes amater effluent,air emissionswaste productio/disposal
1 Producttaxeson pesticides, fertilizers, packaging materials, etc.

1 Green subsidies (grants, interest subsidies, soft loans, etc.) for investments into
environmentally sustainable technologies, e.g., decentralized small scale renewable energy
production, waste reuse, recycling, waste to energy etc.

1 Rebrm of agricultural/fishery/forestry gbsidiesensuring that such subsidies are fully
supportive of environmental policy goals (reform of environmentally harmful subsidies)

10.2. Economic instrumets Currently Used in Tanzania

The agriculture, forestry and fishing sectors belong to the priority sectors for central government
spending as the table below demonstrates.

Central government expenditure in selected sectors, fiscal years 2007/2008 and/2008

Actual budget execution 2007/&In TZS | Planned budget execution 2008/®In TZS
Sector Recurrent Development Recurrent Development
Agriculture Forestry, 95.1 56.3 126.2 183.9
Fishing, Hunting
Education 408.7 144.0 420.1 136.7
Health 200.3 173.6 209.9 301.3
Watersupply and 10.1 213.1 15.1 212.6
sanitation
Fuel and aergyaffairs 31.4 310.4 33.0 313.3
Mining, manufacturing, 168.8 432.0
construction
Transportation, 45.5 34.6 203.5 592.1
communication

Sources: National Bureau of Statistas reported in MOFEA 2009 Tanzania Economic Survey

This is becauséne economy of Tanzania is dependent on agricultarsector thatemploys over
75% of the workforceThe agriculture sectors also the major source of food supply and raw
materialsfor the industrial sector. Subsistence farming is the most common activity and women
are the main stakeholders in most agricultural sector activities.

In many countries reform of environmentally harmful agricultural subsidies of greening
agricultural subsiies is high on the agenda. It appears, however, that in Tanzania the primary
problem is not so much the reform of environmentally harmful agricultural, fishery and forestry
subsidies, but increasing investment into the agricultural, fishery and foresttpis.One area in
which increased investment would be desirable, for example, would be green investments or
modern, environmentally sustainable technologies.
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According to the 2003 National Energy Polidythe total energy demand in agriculture, 75% is
met from human energy, 15% by animal power amtly 10% by diesel, electricity and solar power.
Drying and processing of agricultural products is by traditional applications of solar energy and
firewood. Many agricultural activities contribute towards dedstation, through extensive farming
and slash and burn practice3he current agricultural policy calls for increased output and
efficiency in agricultural production, timely delivery and efficient use of energy inputs into
agriculture and increased usef tractors The policy also includes the promotion of
environmentally friendly technologiesfor instance in the areas productiomrocessing and
irrigation. Furthermore, methods and approaches on how to maximize the use of alternative
sources of energyueh as coal, micrbydro, solar, wind, biomass, and other renewable energies,
need to be developed and commercialized.

The proposed new Tanzanian Environmental Fund could assist with targeted subsidize support to
several of the mentioned areas needing istreent, especially as regards environmentally
sustainable technologies and energy efficiency in agriculture, forestry and fisheries.

Articles 7783 of the 2002 Forest Act stipulate the establishment of forestry charges and royalties,
as well as the estalslhment of the Tanzania Forest Futidappears however that this Fund has so
far not been established.

According to the 2002 Forest Act, the proposed Forest Fund could have the following revenues:
1 alevy of two per cent of everyrpscribed fee payable urd the ForestryAct;
1 alevy of three per cent of any royalty payable unther Forestry Act

1 grants, donations, bequests or such sums contributed by any private individuals, corporate
bodies, foundations, ointernationalorganizationor funds wihin or outside the ountry;

1 any sumsealizedby the sale of any forest produce confiscated under any of the provisions
of this Act;

1 any income generated by any project financed by the Fund, due allowance being made for
any necessary expenses which must be medipy such project.

1 any such funds acquired from various sources,
The objecivesand purposes of the Fundould beto:

1 promote awareness of the importance of the protection, development and sustainable use
of forest resources through public education andiiag;

1 promote and assist in the development of community forestry directed towards the
conservation and protection of the forest resources of the country through the making of
grants and providing advice and assistance to groups of persons wishing to form
themselves into a group;

promote and fund research into forestry;

assist in enabling Tanzania to benefit from international initiatives and international funds
directed towards the conservation and protection of biological diversity and the promotion
of sustainable development of forest resources;

9 assist groups of persons and individuals to participate in any public debates and discussions
on forestry and in particular to participate in processes connected with the making of an
environmental impact asses&nt;
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9 assist groups of persons and individuals to ensure compliance vatRdhestryAct;

1 Promote such other activities of a like nature to those set out in this section as will advance
the purposes of th ForestryAct.

As for the fisheries sector, artide28-30 of the 2003 Fisheries Act stipulate that the Minister
responsible for fisheries has the right to prescribe and implement fees on fishing vessels
registration, various licenses, services, permits and export royalties, whereas export royalties can
be levied on particular fish and fishery product$ie same Act also stipulated the establishment of

a Fisheries Development Fur{f@dpparently this Fund has not been established so far).

TheFisheries Development Fumgbuld have the following revenues:
1 any sich sum as may be appropriated by the Parliament;
any sum or property which may in any manner become payable into the Fund,;

any income generated by any project financed by the Fund, due allowance being made for
any necessary expenses which must be metrysaich project;

1 grants, donations, bequests or such sum contributed by any private individuals, corporate
bodies, foundations and international organizations, within or outside the country;

1 any such funds legally acquired from various sources.
The objecives and purposes of the Fumebuld beto:

1 promote awareness of the importance of protection development and sustainable use of
fisheries resources through public education and training;

1 promote and assist in the development of community management unigivagg grants
and assisting groups of persons wishing to form fisheries conservation and protection
groups;

promote and develop research in fisheries;

enable Mainland Tanzania to benefit from international initiatives and international funds
directed towads conservation and protection of biological diversity and promotion of
sustainable development of fishery resources;

9 assist group of persons and individuals to participate in any public debates and discussions
on fisheries such as the making of enviromta impact assessment;

assist groups of persons and individuals to ensure compliance vétRittheries Act
support fisheries protection activities;

promote fishery products in the external market, compliance with international standards
and improvemenbf quality for local market;

1 enable Mainland Tanzania to pay her membership fee and various contributions to relevant
international fisheries organizations;

promote aquaculture activities and restocking of natural water bodies;

facilitate fisheries data dlection; and
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10.3. Enhancinghe Use of Economic Instruments

In view of potentially establishing the new proposed Tanzanian Environmental Fund, it might be
wise to consider options to integrate the operations of the proposed Forest Fund and the
proposedEnvironment Fundnto one Fund. One Fund with overall stronger revenue base would
likely allocate resources more efficientiven the proposed Fisheries Development Fund could be
integrated; if this was done, the focus in fisheries support would probaklyon biodiversity
conservation and sustainable fisheries while promoting at the same time better quality output,
higher efficiency and higher profitability.

In any case, hte proposed new Tanzanian Environmental Fund could assist with targeted
subsidizedsupport to several of the priority areas needing investment according to adopted

agriculture/forestry/fishery policy, especially as regards environmentally sustainable technologies
biodiversity conservatioand energy efficiency and conservatj@ways aning at positive effects

of such investments concerning both poverty alleviation and economic growth
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11. Use of Economic Instruments in the Mining Sector
11.1. Typology and International Practice

The following types of economic and financial instrumeate used in the mining sector
(selection):

i Taxes, charges or royalties on resource extraction
1 Charges and taxes on water effluent, air emissions, waste production/disposal

1 Green subsidies (grants, interest subsidies, soft loans, etc.) for investmants in
environmentally sustainable technologies, e.g., renewable energy production, waste reuse,
recycling, etc.

1 Reform of environmentally harmful subsidies

11.2. Economic instruments Currently Used in Tanzania

According to the2009 Mineral Policy of Tanzami strengthening management of safety,
occupational health and environment in mining activitissa priority in the mining sectoil he
Mineral Policy mentions that in ordeptensure sustainable mining activities, there is a need for
the government to sengthen monitoring and regulation of the mining industry to reduce or
eliminate the adverse effects on health and safety, environmental and social issues. It is also
important for the government to make efforts to increase environmental awareness and peomo
environmentally friendly practices in the mining industry, particularly among small scale miners.

The mwlicy statementincludes that:

1 The government will strengthen the institutional capacity in monitoring and enforcement
of laws and regulations on sajeand occupational health, environmental protection and
management in mining areas.

1 The government will require mining companies to set aside funds for environmental
rehabilitation and mine closure obligations.

1 The government will continue to harmonizens and regulations governing safety,
occupational health and environmental issues in the mineral sector.

1 The government will continue to collaborate with stakeholders to ensure that small,
medium and large scale miners preserve the environment.

1 The governrant will continue to provide education on health and safety; HIV/AIDS and
environmental management to small, medium and large scale miners and the surrounding
community communities. And

1 The government will administer and monitor exploration, mining, hangglliransportation,
storage, usage and export of radioactive minerals, explosives and toxic materials.
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The 2010Mining Act established that gery authorized miner shall pay to tl&overnment of the
United Republic a royalty on the gross valok minerals produced under his license at the
following rates:

1 5% in the case of uranium
5%in the case of gemstone and diamond;
4%in the case of metallic minerals such as copper, golderand platinum

1
1
1 1%in the case of gem;

1 3%in the case of other minerals,dgluding buildingnaterials, salt, all minerals within the
industrialminerals group.

The Mining Act also prescribes that mining licenses are provided under the condition that the
mining activity does not violate the Environment Management Act and is daouein line with a
special environmental management plan to be approved by the ministry responsible for mining.

As detailed in chapter 4, Articles 227 and 228 of the Environment Management Act detail
requirements on environmental performance bond andmmensation that apply also the mining
activities as follows:

227. (1)The Minister shall prescribe in the regulations, activities or processes which threaten the environment of
whichenvironmental performance bonohay be required.

(2) An environmental péormance bond shall be deposited with the Director of Environment as security for good
environmental practice until its refund to the depositor.

(3) The environmental performance bond shall be returned to the operator of activity or process upon thectatisf
of the conditions set by the Minister.

(4) The Director of Environment shall give the operator of an activity or process an opportunity to be heard before
confiscating the environmental performance bond.

(5) An environmental performance bond shadl tonfiscated in whole or in part when the Director of Environment
FAYRA yR 2LISNIG2NDa LINI OGAOSa @Azt (S (GKS LINPOGAAAZ2Y A
permit issued under this Act.

(6) Where any environmental performae bond is confiscated under sgbction (5), shall be used to rehabilitate a
degraded environment.

228-(1) For the avoidance of doubt, the Minister shall make regulations prescribinigtiteo compensatiorfor
those who suffer damages while proteui the environment.

(2) Any person who violates environmental protection standards causing any damageoshadinsate for the
damages and costs of remedying the consequences

11.3. Enhancinghe Use of Economic Instruments

So far, no charges and taxes water effluent, air emissions and/or waste production/disposal
have been introduced in Tanzania. Such charges and taxes could provide useful incentives also for
the mining sector to gradually shift towards more sustainable production practices. Howbeer, t
consultant believes, that prior to the introduction of such charges or taxes, the government should
introduce and properly enforce an appropriate, and control system for pollution, based on
integrated pollution prevention and control as foreseen in tevironmental Management Act.

In addition, the proposed Environmental Fund could provide for targeted support to qualified
mining companies for environmentally sustainable technology investments, as well as renewables
and energy efficiency investments.

Page |48



12. Use of Economic Instruments in the Manufacturing Sector
12.1. Typology and International Practice

The following types of economic and financial instruments are used in the industrial production
and manufacturing sector (selection):
Charges and taxes awvater effluent, air emissions, (hazardous) waste production/disposal

Producttaxeson tyres, packaging materials, CFCs, batteries and accumulators, light bulbs,
PVC, lubrication oil, paper, board, etc.

Taxes and charges levied on transportation

Green subglies (grants, interest subsidies, soft loans, etc.) for investments into
environmentally sustainable technologies, e.g., decentralized renewable energy, energy
efficiency and conservation, waste reuse, recycling, waste to energy etc.

1 Reform of environmerally harmful subsidies

12.2. Economic instruments Currently Used in Tanzania

The following table demonstrates the performance of the most important industrial subsectors in
Tanzania in 2009. The table shows that food processing and production of bevarageurrently
the most important industrial sectors in Tanzania.

Overview of industry sector performance in Tanzania in 2009
Estimated total number of | Earnings in min TZS
employees in 2009 in 2009
Food processing 45287 825715
Beverages 4233 493051
Tobacco and cigarettes 7131 204567
Textile manufacturing 10480 129690
Skins and skins products 23 194
Shoes 1199 11669
Timber and timber products 2723 23445
Manufacturing of paper products, printing| 4585 141811
Manufacturing of chemicals 5053 143741
Rubber products 536 7944
Manufacturing of plastic products 2351 67965
Manufacturing of noametallic products 1772 296044
Other industries 7554 203272
Source: National Bureau of Statistics, as reported in MoFEA 2009 Tanzania Economic Sury,

Apart from excise taxes on petroleum products, taxes on transportation and user charges on
water and electricity use, as described earlier in this report, no specific economic or financial
instruments supporting environmental policy and addressing the industriagbisappear to be in
force at this point in Tanzania.
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12.3. Enhancinghe Use of Economic Instruments

So far, no charges and taxes on water effluent, air emissions and/or waste production/disposal
have been introduced in Tanzania. Such charges and taxdd jgrovide useful incentives also for

the industry sector to gradually shift towards more sustainable production practices. However, the
consultant believes, that prior to the introduction of such charges or taxes, the government should
introduce and prperly enforce an appropriate, and control system for pollution, based on
integrated pollution prevention and control as foreseen in the Environmental Management Act.

In addition, the proposed Environmental Fund could provide for targeted support to edalifi
industrial companies for environmentally sustainable technology investments, as well as
renewables and energy efficiency investments. In addition, Fund support could also be extended
for resource efficient and cleaner production programs extended taifipandustrial sectors and
companies, including in particular investment components of such programs.
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13. Proposed Tanzania EAgtion Plan

Proposal 1: Elaborate legislation for and introduce prodaxes

1 Identify products that could become subject producttaxes(international experience
suggests following products: packaging materials, vehicle tires & wracks, light bulbs, certain
fertilizers & pesticides, CFCs, batteries & accumulators, etc.)

1 Elaborate implementation concepts and legislation femproducttaxes
1 Inform political process leading to enactment of prodtsctes
In completing above work, keep the following in mind:

1 Ensure earmarking of produtax revenues to the proposed Environmental Fund (see
proposal 3 below)

1 Integrate existing depsit refund systems and plastic bag tax into new prodaxtystem

Implementation effects

Impact on economic growthLikely positive, as new professional waste recycling antsegandustries will emerge and
new, more sustainable products will enter tmearket.

Impact on poverty reductiorLikely positive as the poor tend to suffer disproportionally from insufficient waste
management. The emergence of new green industries and consumption patterns will also likely have positive effects
on employment.

Expeted resultsLess waste produced, less wasteful packagsegl high percentages of waste reused or recycled,

new waste infrastructure constructed, sustainable finance of waste management sector enabled.

Responsible institution for implementing this mesinter-ministerial EFR Commission for coordination (see

proposal 11 below), implementation lead with Vice Presidents Office and Ministry of Finance

Proposal 2: Elaborate leqgislation for and inform political process leading to the introduction of a
CO2tax

1 Elaborate implementation concept and legislation for the new GR2

1 Inform the political process leading to enactment of the G&R
In completing above work, keep the following in mind:

1 Ensure earmarking of C@&x revenues to the proposed Envirommtal Fund (see proposal
3 below)

1 Elaborate projections (different scenarios) on economic and environmental impacts of
assumed variants of a C@dX

1 It might be appropriate to consider/introduce a tax shift from income/profit taxes to the
new CO2ax
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Implementation effects
Impact on economic growtlbepends on actual design of this @the design should be ideally such that overall

growth impacts are positive (due to positive growth impacts from subsidies of earmarked tax) or at least neutral.
Impact onpoverty reductionNeutralc the poor are typically not large consumers of products for which the CO2 tax
would have to be paid. Compensatory measures or tax waivers for poor households can be included in tax design to
alleviate possible negative effects.

Expected resultdncentives to consume less products with high CO2 intensity/content; shifting fuel use tofwalds

with low carboncontent; shift towards greener, more efficient and lower carbon economy; positive environmental

and growth impacts fromubsidies financed by the earmarked revenue of the CO2 tax.

Responsible institution for implementing this meastméer-ministerial EFR Commission for coordination (see

proposal 11), implementation lead with Vice Presidents Office, Ministry of Financistiyiiof Energy and Minerals.

Proposal3: Establistan Environmental Fund

1 Based on good international practice, elaborate enabling documents for a National (if
applicable also: Regional) Environmental Fund(s), including: Fund Statutes; Fund
governance (bdies, responsibilities, decision making procedures, staff profiles);
capitalization and revenue management; short and loergn spending strategies; project
cycle management procedures; outreach and reporting policy.

Inform political process leading totablishment of Fund

Main spending areas could include: 1) ¢eohnology in energy/ industry/ transport/
agriculture sectors; 2) waste management; 3) biodiversity & nature/ wildlife protection; 4)
research and education. Max. 16% of expenditures for ovieead and administration.

Min. 80-:90% of remaining amount of revenues for investment projects.

It will likely be mostuseful to base preparations leading to the establishment of an Environmental
Fund on good international practice in public environmentapenditure management (as
discussed in annex 1 and. ZAnnex 4 contains draft elements of terms of reference for expert
support in establishing and Environmental Fund in Tanzania.

Implementation effects

Impact on economic growthPositive due to implemeition of new technologies bringing about innovation gains,
competitiveness gains, productivity gains, resource efficiency gains and pollution reductiortietrangpsitive effects
from better conservation of natural resources and biodiversity. Additioralith stimulus from investments into
municipal environmental infrastructure.

Impact on poverty reductiorPositive as pollution will be reduced, waste management enabled, and infrastructure
improved, all factors the poor population suffers disproportidpdtom.

Expected resultdModernization of the economy through implementation of new technologies and improvements in
municipal infrastructure. Greening the economy. Better and more-effatient implementation of enacted
environmental policy and law.

Responsible institution for implementing this measurger-ministerial EFR Commission for coordination (see
proposal 11 below), implementation lead with Vice Presidents Office and Ministry of Finance.
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Proposal: Introduce green public procurement

1 Commession the preparation of a study on benefits from and limitation&men Public
Procurement GPB) in other countries, as well as the lessons that could be learned from
such experience for Tanzania. The study shoulddesail gains that Tanzania coulelalize
by introducing GPP and analyze already existing experience with GPP in Tanzania, if at all.

1 Elaborate proposals to enhance the 2004 Public Procurement Act with provisions on GPP.
Lobby establishing a legal basis for GPP.

1 Implement GPP training casgs for the Public Procurement Regulatory Authority of
Tanzania, as well as procurement officers of national ministries and bigger cities

1 Periodically carry out studies on actual GPP implementation in the country in order to
measure progress and identifyems requiring further strengthening and training.

Implementation effects

Impact on economic growthPositive as new, more sustainable industries and products will emerge andardvas

more cost efficient procurement decisions will be made due to sioluof full life cycle costs in procurement.

Impact on poverty reductioiNeutralpositive, as eventually new employment will be created due to increased
demand for more sustainable products and services called for by green procurement.

Expected result®ecreased use of natural resources and energy, less (hazardous) waste, less pollution, new green
industries and products, increased awareness of environmental issues, innovation and competitiveness gains, new
expert possibilities.

Responsible institutiorof implementing this measurénter-ministerial EFR Commission for coordination (see

proposal 11 below), implementation lead with Vice Presidents Office and Ministry of Finance.

Proposal5: Enable and implement work aimed at greening budgeting presassluding MTEF
planning and execution

1 Elaborate and develop procedures and methodologies that enable Ministries to effectively
include sustainability criteria to budgeting processes including MTEF planning; provide
related onthe job training

1 Elaborate stdies aimed at estimating costs of nawtion (e.g., value of future costs if
budgets & spending on climate change mitigation and/or climate change adaptation are
postponed now)

1 Identify environmentally harmful subsidy practices and elaborate related mefmoposals

Seeh 9/ 503 tdzof AO 9VIANRYYSVY (il fan®@HELISE/ R 0 DANIES yva I
websitefor current OECD work in this area.

Implementation effects

Impact on economic growttNeutralg positive as greener budgets should provide for a more efficient allocation of
means in thanedium andonger term.

Impact on poverty reductiofPositive provided tht sustainability criteria include poverty reduction criteria.

Expected resultsSystematically greening all public finance processes in a standargizedanentand

comprehensive way leading sustainability gains across all sectors.

Responsible instition for implementing this measurtnter-ministerial EFR Commission for coordination (see

proposal 11 below), implementation lead with Ministry of Finance, participation of all ministries and public agencies.

8 See annex 2.10 for an introduction to GPP
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Proposab: Promote and work towards cost gering user charges

1 In water supply, sewerage, waste collection and energy supply, strive for gradually
achieving cost covering user charges.

1 This will normally go hand in hand with implementing infrastructure investments

1 As finance supply for such invesgnts is limited, it may be desirable to elaborate and
implement sector financing strategies, e.g. Water Sector Financing Strategies using
methodologies and experience tested by OECD and EUWI in many Eastern European (and
increasingly: African) countries.

An overview of the Water Financing Strategy method is provided in the graph below:

Macro-economic forecast
» Productionfincome

+ Prices

+» Public revenues

Change

r Demand------4---=---------- 1 r- SUPPly === === m e e - |
1 1 1
1 1 [ ” B - 1
: Existing Environmental ! ! I?Dule; governing Sources of finance :
2 : ; * Public transfers for * User charges '

i AL ol ! ' environment + Public budgets 1
infrastructure * Level 1 1 : i 1

' T e 1 1+ User charges + Private financial institutions
: : | = Private sector finance * Donors and IFls :
1 1 I 1

""" I T T

Expenditure forecast Change Projection of available finances for
Ly Investment expenditure : Igﬁ:;f * Investment expenditure <
+ Operation and maintenance + Recurring expenditure
expenditure : ?ﬁ;g{f of + Technical assistance, etc.

L Financing gap 4J

For more detailson water sector financing strategies including selected case stuskes
http://www.oecdbookshop.org/oecd/display.asp?lang=EN&sfl=identifiers&st1=142003081el
and: http://www.oecd.org/document/27/0,3343,en 264 34335 33698459 1 1 1 1,00.html

Implementation effects

Impact on economic growthPositive as investment into infrastructure will be more efficient and effective.

Impact on poverty reductiofPositive as more cost efficient infrastructure finance shddde positive effects on
infrastructure quality and supply, leading to positive poverty impacts as poor people tend to suffer disproportionally
from insufficient infrastructure.

Expected resultdMore focused financial planning; effective argumentatiomitable for lobbying for increased finance
from public, private and international sources; better implementation of enacted policy and law.

Responsible institution for implementing this measiméer-ministerial EFR Commission for coordination (see

proposal 11 below), implementation lead with Ministry of Water and Works.

Page |54


http://www.oecdbookshop.org/oecd/display.asp?lang=EN&sf1=identifiers&st1=142003081e1
http://www.oecd.org/document/27/0,3343,en_2649_34335_33698459_1_1_1_1,00.html

Proposal7: Work towards greening commercial finance

1 Elaborateastudy on international experience in greening commercial finance and their
applicability for Tanzania

1 Organizea conference bringing together main stakeholders, including Tanzanian banks,
insurance and leasing companjés establish a road map leading to greener commercial
finance in Tanzania

1 Together with banks, insurance and leasing companies, elaborate concrete psopodal
concepts for green products such as green bank accounts, green mortgages, green loans,
green investment funds, etc.

Implementation effects

Impact on economic growttPositive as new financial mechanisms and products would emerge; innovation gains
would be realized and new markets and industries enabled.

Impact on poverty reductiofNeutral as poor people usually do not benefit from banking and insurance services.
Expected resultdhe commercial sector gets involved in a emerging environmental fimgmearket, i.e. the market is
not dependent exclusively on state intervention; environmental gains through implementation of new products and
services.

Responsible institution for implementing this measiméer-ministerial EFR Commission for coordinatisee

proposal 11 below), implementation lead with Vice Presidents Office and Ministry of Finance.

ProposaB: Work towards progress with EFR in the EAC remiohinternationally

T !1'4a LING 2F GKS 9Fad ! TNROIY [/ 2YYkefand @ Qa ¢ 2
currency union, lobby for establishing a EAC working group on EFR that would work
towards progress with EFR in EAC member states

T tNRY20GS ¢FyTl FYyAlFQa 62N] 2y 9Cw AYGSNylraazy
Summit and other relevanmhajor conferences), and continue to track and analyze growing
international experience with EFR

Implementation effects

Impact on economic growthPositive ag regional market for new green industries, products and services would
gradually emerge. Seesal economic effects of individual EFR measures as described for propdsatmoie.

Impact on poverty reductiorsee description of poverty impacts in proposais dbove.

Expected result$nnovation, growth, competitiveness and environmental gains oegéoonal level.

Responsible institution for implementing this measiméer-ministerial EFR Commission for coordination (see
proposal 11 below), implementation lead with Vice Presidents Office and Ministry of Finance.

Recommendatio®: Realize CDM pre¢ts

1 Continue and intensify work towards realizing projects involving CO2 emission trading
under CDM

1 Note that the proposed Environmental Fund (see recommendation 3) should be seen as a
useful institution to speed up and further professionalize the deveept and
implementation of CDM projects.
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Implementation effects
Impact on economic growttPositive as CDM investments would spur investment and technology clagsgeiated

with innovation and efficiency gains.

Impact on poverty reductiomMNeutratpositive. Depends on the type of CDM project.

Expected resultfRealization of investment and financial flows from abroad, contribution to climate change mitigation,
environmental and economic efficiency gains.

Responsible institution for implementing this mes Institutions mandated to realize CDM in Tanzania.

Proposal 0: Consider introduction of pollution charges/taxes

In terms of introducing pollution charges/taxes (charge/taxes related to the emission/effluent of
selected air and water pollutants), fos first on building and implementing a robust command
and control scheme based on Integrated Pollution and Prevention Control principles. Only once
such a scheme is operational and functional, it is advised to introduce pollution chargedtiaxes
complemeant and further strengthen the command and control approach

Implementation effects

Impact on economic growtiNeutral¢ largely depends on design of taxes. While tax payments will constitute a cost
factor for companies (resulting negative growth effecse could argue), new investments into reducing pollution,
thus contributing to reduced external costs, typically bringing about efficiency and innovation/modernization gains,
should help to offsehegative growth effects. If revenues are earmarked forimmental investment, additional
positive growth effects may be expected from such investments.

Impact on poverty reductiofPositive as the poor tend to suffer disproportionally from industrial pollution.

Expected resultfeduced industrial pollutionmiplementation of environmental management and technologies.
Responsible institution for implementing this measiméer-ministerial EFR Commission for coordination (see
proposal 11 below), implementation lead with Vice Presidents Office and subordieat@énmental management
agencies.

Proposal 1: Establishinter-ministerial EFR Commission and ensure reqular meetings of this
Commission

Tasks of the commissidd2 dzf R Ay Of dZRS 060G KS O2YYAdaarzy O2dzZ R
and Ministry of Faance, including representatives from all main stakeholders in:EFR)

1 Implement and continuously further develop the EFR action plan (which could initially
consist of proposals recommendationd @, as detailed above)

1 Legislative work: systematically scremmgoing lawmaking processes so that new law and
policy is compatible with EFR and includes related provisions;

9 Statistics: Ensure that relevant statistical data on existing EFR instruments are collected,
published and analyzed regularly.

1 Information mangement and distribution: Prepare and distribute relevant informational
products to EFR stakeholders with an aim to continuously enhance knowledge and know
how on EFR in Tanzania

1 Promote and implement EFR related training (for example, GIZ has recentlppdan
EFR training course, the provision of which could be a starting for EFR related training and
awareness raising activities in Tanzania)
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Annex 1:Good International Practice in PublEnvtl. Expenditure Management

Current international good prade in public environmental expenditure management is available

4 h9/5 [/ 2dzyOAf wSO2YYSYRIGAZ2Y 2y daD22R t NI (
al ylI3sySyidé¢ 2F y WdzyS uHnncI h9/5 R20dzYSyid O2I
for the most imprtant contents of the OECD GPPEEM recommendation:

¢19 /h!b/L[Z 6X0

CONSIDERING that public environmental expenditures constitute a significant share of public
budgets in many OECD Member countries;

CONSIDERING that public environmental expenditure pmoges should be designed to achieve
specific environmental objectives, follow sound principles of public expenditure management, and
use financial and human resources as efficiently as possible;

CONSIDERING that the Polld®ays Principle provides the py framework for financing
pollution prevention and control expenditures;

CONSIDERING that the PolleRarys Principle, as applied in OECD countries, provides for
exceptional public financial support for the purpose of pollution prevention and controViged

that it is welltargeted, limited in size and duration, and does not introduce significant distortions
in international trade and investment;

CONSIDERING that resource pricing should be the basis for pricing water and other natural
resources, andhat it should be applied progressively to cover operational, maintenance, capital
and environmental costs;

RECOGNISING that the design of public environmental expenditure programmes must take
account of the specific objectives to be achieved and that qurdlgrammes will be shaped by
national administrative traditions, the level of economic and institutional development, as well the
maturity of markets and the public finance system;

RECOGNISING that public environmental expenditure programmes may be imjddnisy
Member countries nationally, and as part of bilateral and multilateral developmetpesation
programmes;

On the proposal of the Environment Policy Committee:

. RECOMMENDS that Member countries take effective measures to ensure that public
environmental expenditure programmes are environmentally effective, economically efficient and
managed in accordance with sound principles of public expenditure management.

. RECOMMENDS that, in establishing and managing public environmental expenditure
programmes, Member countries should take the following steps:

1 Define priority environmental objectives using evaluation methods, such as risk
assessment, cost benefit analysis and cost effectiveness analysis, as well as participatory
political processes;

1 Demongrate that public expenditures are necessary to achieve these objectives;
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1 Define the sources of funds, the size of the budget, and the terms and conditions of the
expenditure programme;

Authorise an appropriate institution to manage the expenditure program

Continue, modify or terminate the expenditure programme in light of periodic reviews of
GKS LINPINIYYSQE LISNF2NXIFYyOS (2 aasSaa ¢KSI
continuation is necessary.

lll. FURTHER RECOMMENDS that, when establisviegying or reforming public environmental

expenditure programmes, Member countries make use of the checklists set out in the Annex
hereto, which is an integral part of this Recommendation.

IV. INSTRUCTS the Environment Policy Committee and other tdiexies of the Organisation to
further support Member countries’ efforts to implement efficient and effective public
environmental expenditure programmes, in particular through country environmental
performance reviews.

Annex: Checklists for EstablishiiReviewing and Reforming Public Environmental Expenditure
Programmes

Checklist 1: Performance in Terms of Environmental Effectiveness

Principle Good Practices

1. Additionality and The need for ay proposed public environmental expenditure programme should be

consistency with other justified with reference to the Polluteor UserPays Principles. Public funds cannot and

environmental policy should not substitute for weak environmental policies; they should not be spent on achie

instruments environmental objectives that could have been achieved with administrative or economic
instruments or by eliminating environmentally harmful subsidies.

Public funds should not be used for environmental projects that would have been
implemented anyway e.g. projects that have high,-aslusted financial rates of return and
could have been financed privately.

Public environmental expenditures shouldmi®rce other environmental policy
instruments and be consistent with their stated objectives.

Public expenditure programmes typically should be used to finance investments in fixe
assets or precisely defined n@mvestment projects, and not the operatial costs of
environmental administration.

External auditors should periodically review the environmental valdéed of public
expenditures; there should be provisions to phase out public funds after they have fulfills
their purpose.

2. Well-defined Public funds should be spent in the framework of a pubbelgilable expenditure
programming programme approved by appropriate authorities.
framework The expenditure programme ideally should specify measurable, agreed, realistie, time

bound objectiva. It should identify eligible beneficiaries, financing needs, eligible project
types and rules to guide decisionaking so that objectives could be met at least cost.

Expenditure programmes should be established as part of a wider environmental
progranme or policy.

Economic, social, poverty reduction or other renvironmental objectives may be
integrated into the public environmental expenditure programme, but, unless explicitly
included in the expenditure programme objectives, they should not umilez the
FOKAS@GSYSyid 2F GKS LINRPINIYYSQa SYygGANRYY

The wider economic effects of public environmental expenditure programmes (e.g. in
terms of public deficit, growth, employment) should be assessed, where appropriate, pri
their establishment and further evaluated during implementation.
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3. Clear identification
of environmental
outcomes

Standard application forms should be used to the extent practicable to solicit quantitat
FYR ljdzt €t AGFGAGBS AYT2NNYI (thothgs. Ghge oltamBdatieeO ( a
accuracy and reliability of this information should be verified.

Indicators of environmental outcomes should be as unambiguous as possible and use
essential criteria in project appraisal and selection. Where appropriatar@nmental
outcomes should be valued in monetary terms for the purpose of explicit becwdittesting
of projects.

Environmental outcomes should be monitored throughout the project cycle and after
implementation; project level environmental data sHde stored in a publicly available
database that allows epost verification and analysis.

If the project fails to achieve its intended outcomes, as stated in the application form o
financing contract, project beneficiaries should be liable to sanst&pecified in the contract
and enforced in proportion to the violation.

Information on the environmental results achieved by the programme should be
periodically reported to those responsible for programme oversight and to the public,
reviewed byextef £ | dZRAG2NER | yR dzaSR (2 laasSaa

4. Maximse
environmental effect
from available funds

Quantitative information on full, liféime project costs (investment, operational and
maintenance) should be requested from applicanta istandard application form and be
verified; project level cost data should be tracked and stored in a database format in a w
that allows expost verification and analysis.

Project selection criteria should aim to achieve the greatest environmentabme with
0KS LINPINI YYSQa N@fecaveabsDiSdicaor (unit @fétide chst ad 2 &
achieving environmental effects) and the rate of financial leverage should form the core
the quantitative basis for appraisal, scoring, ranking and siel@grojects. Where justified b
project size or other relevant considerations, project selection should be supported by
transparent benefitcost analysis.

Quantitative information on costffectiveness should be periodically reported to those
responsible for programme oversight and to the public, be subject to periodic external,
AYRSLISYRSyiG NBE@AS6a FyR 0SS dzaSR (G2 | aas

5. Leerage additional
finance

To maximise their environmental impact, public funds should aim to cover less than 1(
of project costs; options for efinancing by the retained earnings of the beneficiary or othe
sources should be assessed.

Therateofff Y OAl £ € SASNI IS aK2dzZ R 6S dzaSR

Public environmental expenditure programmes should not distort competition in financ
markets, nor obstruct the development of private financial institutions. Financial product:
usdl in environmental expenditure programmes should not compete with those offered t
private financial institutions.

Full financial plans of environmental projects should be required; commitments for
financing from other sources should be verified. No disement should be made until full
financing for the project is adequately secured.
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Checklist 2Performance in Terms of Budgetary Good Practice

Principle

Good Practices

1. Fiscal integrity of
revenues

All financial resources available to pulditvironmental expenditure programmes should
clearly specified in the enabling legislation or regulation.

If the financial resources managed within the programme come directly or indirectly fr
compulsory transfer payments (taxes, charges, feesy #imuld be treated as public funds
the meaning of the rules and regulations applicable to public finance, public procuremer
and/or state aid, as appropriate. As such, these resources should be subject to the usue
discipline and requirements fdransparency.

Revenues should be recorded in treasury accounts before they are allocated to the
environmental expenditure programme.

2. Avoid constraints to
efficiency

Earmarking of revenues should be avoided as it usually results in inefficient use of pul
resouces. However, if it is demonstrated that the advantages of earmarking outweigh th
risks, an expenditure programme may be established using earmarked revenues, but it
be limited to a specified period of time. At the end of this time, earmarkingiishonly be
continued if it can be demonstrated that it is providing vahdzled in relation to its stated
objectives.

Earmarking within earmarked schemes (e.g.-8ulxls for specific sectors or groups of
polluters within earmarked environmental expenditure programmes) also should be avoi
since it further infringes on efficiency. If earmarking is nevertheless apghdeguards that
prevent inefficient resource allocation and perverse incentives should be implemented, ¢
as competition between projects submitted by different firms within a sector, external
controls and/or checks of project appraisal.

3. High standeads of
fiscal discipline

The risk of environmental expenditure programmes resulting in unplanned fiscal defici
should be avoided. Debt, and in particular, contingent and implicit liabilities (such as loa
guarantees) should not be incurred without an explicit, prior apprawahffiscal authorities.
Medium-term financial forecasts, including contingent and implicit liabilities of all
implementing agencies, should be regularly prepared and disclosed in financial stateme

For all public environmental expenditure programmas,estimate of the financial
resources available and the corresponding expenditures should be provided in the state
sub-national) budget, at least as an annex. Statements on debt and contingent liabilities,
especially of any extrudgetary environmetal institutions controlled by the government
should be submitted along with the budget of the Ministry of Environment to the Ministry
Finance.

Mandatory internal and external independent financial audits should be regularly carrit
out.

Expost reporting, according to a transparent expenditure classification system, should
regularly conducted and publicly disclosed.

4. Accountability and
transparency

Appropriate provisions should be made for holding managers of public environmental
expenditure programmes accountable for their decisions.

Appropriate safeguards should be put in place to protect public funds against corruptic
and fraud e.g. through dynamic systems of management control, including internal and
external audits. Any potential conflicts of interest should be identified and eliminated.

Expost reports on performance of managers and results achieved (in terms of specifie
performance criteria) should be periodically conducted and disclosed to the public.

5. Collection of
revenues and public
procurement
separated from
expenditure
management

The primary task of agencies implementing public environmental expenditure proges
should be programme and project cycle management and project financing. Collecting
revenue or making direct procurement of equipment and construction services should b
performed by the government agencies usually assigned these responsibilities.

Revenue from fiscal or quadiscal instruments should be collected by the appropriate fis
authorities under the control of treasury services.

National or international public procurement rules should apply for all purchases that ¢
cofinanced by pubic funds, even if purchasing is outsourced to a private entity.
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Checklist 3: Performance in Terms of Management Efficiency

Principle

Good Practices

1. Sound governance

Public environmental expenditure programmes should be governed by cleagiexgies.
The terms and conditions of financing, decisinaking and administrative procedures,
internal policies and principles of project appraisal and selection should be available to

public. They should be coherent and consistent, not changgifstly or without
explanation, and be periodically reviewed in order to identify areas for improvement.

A clear distinction should be made between poiisgking and executive management
functions.

An appropriate arrangement should be made for theippimaking function, such as the
establishment of a supervisory board. Poliogking in this context includes programming,
priority-setting, establishing rules, performance evaluation, supervision and control. Pol
oversight should be confined to pragnming and supervision. This is where the political
process has a legitimate and important role to play.

The supervisory board of a public environmental expenditure programme should inclt
representation from the key stakeholders with appropriate checks and balances betwee
different interest groups. Consideration should be given to involvingernironmental
authorities, parliament and negovernmental organisations, as appropriate.

2. Professional

Responsibilities for the dayp-day management and implementation of environmental

executive managemen expenditure programmes should be clearly separatednf policymaking, clearly defined in

statutory and operational documents, and shielded from ad hoc political pressures in st
of specific projects.

An implementing agency should have a clear, legal mandate. It should be a professio
executive maagement body with an appropriate degree of operational autonomy, subje
to strict accountability for performance. Its responsibilities should focus on project cycle
management, and in particular, on impartial project appraisal and selection.

Executivemanagers should be held accountable for their performance. The supervisol
board of the public environmental expenditure programme should apply explicit
performance criteria and indicators when assessing the performance of executive man:

Implemening agencies of large specialised environmental expenditure programmes s
have staff assigned exclusively to their management and selected by executive manag:

The skills of the staff should adequately match the technical requirements of a given
expenditure programme. The recruitment and remuneration of managers and of staff sk
be based strictly on merit. Remuneration should be adequate to attract and maintain
suitably-qualified people and to reward integrity and commitment.
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3. Sound project @fe
management

The project cycle should be subject to intelligible, transparent and written procedures
which are consistent and publicly available, in particular to all potential beneficiaries; a
project cycle manual should be available and staff required to use it.

Project identification should be proactive (for example by advertising the programme
potential beneficiaries), follow from the objectives of the public environmental expenditt
programme, and be based on a realistic analysis of market trends and defordimthncing.

Applications for financing should be accepted only in standard forms tailored to differt
project types and supported by clear, udgendly instructions. Application forms should b
easily available to all potential applicants, preferably in an ebedtrversion.

Project appraisal and selection criteria and procedures should be objective, transpare
and clear. Discretionary elements of project appraisal and selection should be subject t
explicit, written procedures, and the results of such decisikept in publichavailable files.

Appraisal systems and procedures should be tailored to the size and complexity of
different project types. For large investment projects, a tstage appraisal process should
be used (first stagescreening againgligibility criteria; second stageappraisal and rankin
of eligible projects).

The appraisal system should be relatively simple, based on impersonal rules, and allc
meaningful comparison of comparable projects against one another, or agaiesichimark.
The appraisal system should also allow for aipest verification of the selection process,
including tracking personal responsibilities for important judgements and decisions.
Appraisal reports should be clear and publicly available.

4. Fair ad unbiased
relations with external
stakeholders

Relations with external stakeholders (beneficiaries, intermediaries, consultants) shoul
handled in a transparent, unbiased, and arlesgth manner. Communication policy shoulc
ensure that all applicants have equal access to information on fundingrappties and
equal opportunity to have their projects impartially reviewed on a merit basis.

Any outsourcing of tasks should be undertaken through a fair, transparent, competitiv
process.

5. Effective
management of
financial products and
related risls

Only financial products specified in the terms and conditions of the public environmer
expenditure programme should be used by the implementing agency.

The complexity of operations, and the choice of financial products, should be proporti
to the institutional capacity to manage the associated risks.

Grants are the most administratively simple and transparent financial product. When
they should be designed and disbursed so as: to maximise incentives for timely and co:
effective implemg/ i GA2y 2F AYRAGARdAzZ f LINRP2SOGa |
portfolio; to maximise the leverage of other resources; and to minimise chances of mist
public money by applicants.

Other financial products could be considered in proportiotintitutional capacity and in
order of increasing risk and these include: interest subsidies, loans through intermediar
direct loans, leasing, equity investments and loan guarantees. Before a new financial p|
is adopted, its feasibility should lmhecked through an assessment of risks, market need:
and supported by a financial plan.
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Annex2: Good International Practice Environmental FundCaseSudies

Annex2 illustrates good international gactice in operating environmental Funds at the exdenof
selected BvironmentalFunds and areas of operational management.

Annex2.1.: TheCroatian Environmental Protection and Energy Efficiency Fund

The Environmental Protection and Energy Efficiency Fund was established pursuant to the
provisions of A AOf S cn 2F / NRBIGALF QA 9YDBANRYYSYyGlrt t N
Environmental Protection and Energy Efficiency effective as of January 2004. According to the
latter Law, the EPEEF is established to provide additional funds to finance gr@emrams and

similar activities in the field of conservation, sustainable use, protection and improvement of the
environment, as well as for the patrticipation in the financing of national energy programs, bearing

in mind the achievement of energy efiticy and renewable energy. The EPEEF was established as

an extrabudgetary Fund, as a legal person with public authority, established by law. The Fund has
its own address and offices, physically separated from the Ministry of Environment.

¢ KS 9t 9 9sgefding argasiafe listed below. Inn 2009, total spent resources amounted to
| wY MQMcTQynnQdpdpm gKAOK Aa Sldzf (2 HHDPyn a!

{LISYRAY3I FNBI MY 9Yy@ANRBYYSYy(d LINEGSOGA2M ToMIdRqTT
HRKg equal to 55.56 MUSD or 38.76 MEUR at year end exchange rates):

1 Rehabilitation of municipal waste

Restoration of wild landfills

Stimulation of avoiding and reducing waste

Waste managementconstruction of waste management centers
Recovery ad exploitation of valuable properties of waste

Repair of hazardous wastéhe location of highly contaminated environment

= =2 =4 4 -4 -

The protection, preservation and improvement of air quality, soil, water and seas, and
climate change mitigation and protection ofalozone layer

1 Encouraging cleaner production, and reduction or elimination of waste and emissions in
production process

Protection and conservation of biological and landscape diversity
Promote sustainable rural development

Encouraging educational, resehrand development studies, programs, projects and
related activities, including demonstration activities in environmental protection

1 Other projects and environmental protection programs
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Spending area 2: Special categories of waste (total spent resourc90@ in this area:
TYHQYY nQcqrquabio 454.08WNJSD or 107.49 MEUR at year end exchange rates):

Packaging Waste
Management of waste tires
Waste management vehicles

Management of waste batteries and accumulators

= =2 =4 A4 -2

Management of waste oils

1 Managemenbf waste electrical and electronic waste
{LISYRAY3 INBI oY 9ySNHe& STFAOASyOe odGz2dGlft aLls
¢ equal to 20.21 MUSD or 14.10 MEUR at year end exchange rates):

1 The implementation of national energy programslirting energy audits and
demonstration activities

1 Encouraging the use of renewable energy sources (sun, wind, biomass, geothermal water,
etc.)

Encouraging sustainable construction
Encouraging cleaner transport

Encouraging educational, research and develeptistudies, etc. activities in the field of
energy efficiency

9 Other projects and programs for energy efficiency
¢KS CdzyRQ& G201 f FRYAYA&AUGNI GAGS SELISYRAUGdANS &
to 7.01 MUSD or 4.89 MEUR at year end exchaaigs r
During 2009, apart from being involved in implementing programs and projects initiated in 2008,

the EPEEF signed 974 new contracts related to projects (455 in the area environment and 519 in
the area of energy efficiency).

Detailed information on th&ePEEF can be found on its dedicated webkite://www.fzoeu.hr/.
CAINIIKSNI AYF2NXIGA2Y 2y [/ NRBIFGAFQA Lzt AO Sy dAaN
website of the Ministry of Environmental Protection, Phgki®lanning and Construction, see
http://www.mzopu.hr.

Annex2.2.: TheCzech State Environmental Fund

The State Environmental Fund of the Czech Republic (SEF) provides financial support in the form of
grants, soft loas and interest subsidies. The fund obtains financial resources from the European
Union (namely the Cohesion Fund and the European Regional Development Fund), from the state
budget as well as frortaxescollected from polluters, including waste water diacyetaxes taxes

for reclassifying agricultural land, air pollutidaxes and taxes under the Waste Act. Total
revenues of the Fund in 2008 wer887.3 CZK (equivalent to ca. 90 million EUR or 127 million USD

at year end exchange rates).
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The fund's main @ivities include providing advisory services, receiving and evaluating funding
applications, preparing groundwork materials for approving support, developing policies for
providing support, disbursing financial resources to beneficiaries and continuadiying their

use, conducting the final evaluation of the use of provided resources and of accomplished
environmental effects and occasionally imposing and enforcing sanctions in cases -of non
compliance with the contractual conditions for granting support.

Throughout 2010, the State Environmental Fund of the Czech Republic has been administering two
major subsidy programsthe OperationalProgramEnvironment and the Green Savings program.
The SEF also supports projects in the areas of air protection, gbiate of the natural
environment, natural resource protection and use, as well as environmental education,
consultancy and awareness raising that cannot be financed by European funds.

The new program of Cze@wiss cooperation, offering half a billion Qzemrowns worth of
investments to improve the environment, to be carried out in selected Czech regions, has also
started fully in 2010.

LY Hnny> FFOO2NRAy3a (G2 (GKS {9CQa LWzomfAaKSR !yy
was realized (see sectiat.2 for data on SEF revenues in 2008):

SEF environmental expenditures in 2008 (mIn CZK, or %, as indicated)

Grants Loans Total Share in %
Water sector, min CZK | 1145.8 88.8 1234.6 70.2
Nature sector, min CZK| 179.0 0.0 179.0 10.2
Air sector, min CZK 226.1 0.5 226.6 12.9
Freons , min CZK 3.7 0.0 3.7 0.2
Waste sector, min CZK | 104.8 9.4 114.2 6.5
Total, min CZK 1659.4 98.7 1758.1 100.0
Total, min USD* 88.3 5.2 93.5 100.0
Total, min EUR* 62.5 3.7 66.2 100.0
Source: SEF 2008 Annual Report. Noteirtugearend exchange rates from oanda.com as follows: 18.8(
CZK/USD, 26.54 CZK/EUR

Detailed information on the SEF can be found on its dedicated welbsife//www.sfzp.cz/. The
website of the Ministry of the Enviranent of the Czech Republic also contains useful information
on the Czech systems of environmental economics and financeywsee.mzp.cz
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Annex2.3.: ThePolish EcoFund

The history of the Fundacja Ekofundusz (EcoFumehdaiion) dates back to 1991, when selected
Paris Club members (a group of countries that constituted creditors of official debt of Poland)
decided to reduce the Polish debt by 50% provided that the remaining part is paid off by 2010. The
Government of Paind then proposed that further 10% of the debt was to be allocated for
supporting the most urgent environmental protection undertakings in Poland.

This was worldwide the first initiative of allocating a part of a Governrsectired debt for
environmental potection purposes (usually referred to as "econversion of debts" or "debfor-
environment swap"). Consent for such a proposal given by all the 16 creditor countries would
mean a possibility to use over 3 billion US dollars for the protection of nagmaronment in
Poland. This would make a substantial financial support for the efforts made in Poland to improve
the natural environment, which was dramatically degraded due to multiannual negligence of the
authorities in the former political and econonggstem.

The Paris Club accepted the Polish proposal, making it generally possible to adopt the mechanism
of allocating a part of the debts (up to 10%) for the purposes specified in bilateral agreements
signed by Poland with individual creditor countridss soon as June 1991, the US Government
took a decision to assign 10% of the Polish debt (about 370 million US dollars) for th®rdebt
environmentswap scheme. This made a basis for setting up a special organization that would
administer the money avaitde from that source. In April 1992, the Minister of Finance, acting on
behalf of the State Treasury, established EcoFund and gave that organization the status of an
independent norprofit foundation. The year 1993 was the first full year of operation had t
EcoFund Foundation.

In 1993, France and Switzerland decided to assign a part of the Polish debts for therdebt
environmentswap scheme. The relevant agreement with France was signed on June 2, 1993 and
stipulated the conversion of 1% of the debt,.iaout 280 million French Francs. The agreement
with Switzerland was signed on December 17, 1993 for an amount of 78 million of Swiss francs,
which made 10% of the Polish debt to that country. In 1997, a decision to take part in that scheme
was taken byhe Government of Sweden (4% of the debt, i.e. about 13 million US dollars) and in
the next year Italy joined the group of the donor countries (by converting 2% of the debt, i.e.
about 32 million US dollars). Afterwards, a decision to allocate 10% of thg ide. about 27
million US dollars, for subsidizing environmental protection projects in Poland was taken by the
Government of Norway in 2000.

Thus, Poland received a total amount of 571 million US Dollars for environmental protection
projects in resultof signing relevant agreements on the ddbt-environment swap with the six
countries mentioned above. That money, paid in annual tranches from 1992 to 2010, has been
administered by the EcoFund Foundation. Apart from the receipts from the-fdetgnvironment-

swap scheme, EcoFund also receives money from banking operations and from donations.
EcoFund revenues in recent years are shown in the graph below.

In 1992- 2007, EcoFund awarded grants totaling about 1700 million PLN for over 1500 projects in
the following five priority environmental protection sectors:

1 reduction of the transboundary transport of sulfur dioxide and nitrogen oxides and
elimination of the low sources of such emissions,

1 reduction of the pollutant inflow to the Baltic Sea and proteatof drinking water
resources,
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1 reduction of the emissions of gases that cause global climate changes,
1 Dbiological diversity protection,

1 waste management and polluted land reclamation.
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More information on the EcoFund can be found on its dedicatedsitelbwww.ekofundusz.org.pl

In fact, the EcoFund is one of many Environmental Funds in Poland, including Narodowy Fundusz
hOKNRBYe& | NPR2gA&|l A D2AaLBRRINJA 22RyS2 ndiKS |
Water Management¢ see www.nfosigw.gov.gl and 16 Regional Funds for Environmental
Protection and Water Management (séétp://www.eco-finance.ag/polandregionalfunds.html

The National Fund for Environmental Protection and Water Management alone had revenues of
some 900 million USD in 2007, whereas the revenues of the 16 regional Funds amounted to more
than 600 million USD in the same year. Thajor part of revenue of these Funds comes from
various emissiortaxes as well as proceeds from lending (including interest payments and loan
repayments). Apart from all this subsidized environmental finance from domestic sources, there is
also increasigly commercial finance (often in the form of commercial credit softened with
subsidies from environmental fundsd S$S F2NJ SEF YL S . Iyl hOKNRY:
http://www.bosbank.pl/), as well as assistance fraitme European Union aimed at speeding up
compliance in Poland with EU environmental legislation.

After successfully completing its mission according to relevant governing regulations, the EcoFund
closed in 2010.
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Annex2.4.: Governance
Croatian Environnrgal Protection and Energy Efficiency Fund

The bodies of the Fund are the Fund Management Board and the Fund Director.

The Management Boaraurrently has six members plus one is Chairman of the Board. All Board
members are appointed and relieved by the ®mment of the Republic of Croatia. Board
members are appointed for a term of four years. Currently the Board includes representatives of
the following institutions:

1 two representatives from the ministry responsible for environmental protection (one of
these two representatives currently acts as Chairman of the Board)

one representative from the ministry in charge of energy
one representative from the ministry in charge of finance
one representative from the Croatian Parliament

one representative from therGatian Chamber of Commerce
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one representative from among experts in the field of environmental protection

The scope of activities, the authority and responsibilities, as well as the method of work of the
Management Board are defined by the Fund Stat&eard responsibilities include:

1 Adoption of the annual and the foyrear program of work of the Fund (consent of the
Government of Croatia necessary),

1 Adoption of the financial plan of the Fund (consent of the Government of Croatia
necessary),

Adoption ofthe Fund Statute (consent of the Government of Croatia necessary),

Adoption of certain bylaws of the Fund, e.g., on the internal organization of the Fund, and,
on rights and obligations of Fund staff

1 Decision on the acquisition, encumbrances and aliemabibreal estate and other
property,

1 Conclusion of legal contracts whose individual value does not exceed the amount of 5
million HRK

Decision on the allocation of unused financial resources of the Fund,

Decision on the leasing of buildings and premida®e Fund or changing the purpose of
buildings or premises.

1 Decision on the appointment and relief of Deputy Directors and heads of internal
organizational units of the Fund,

5S0AaAzy 2y (GUKS NBLRNI 2y (KS CdzyRQa 2 LISNI

Decision on projects, programs and other undertakings being planned in the fields of
environmental protection and of energy efficiency,
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Decision on the setting of priorities in spending programs

5SOAaAz2Yy 2y (GKS |t 20F (A 2ngpré@famg] ftdectCadry’ RQa N
similar undertakings through loans, subsidies, aid and grants, and participation in co

financing programs and projects organized by international institutions and bodies or other
legal persons,

1 Decision on the cooperation with bks and other financial institutions and legal persons in
order to realize the activities of the Fund,

Decision on inviting project applications according to spending priorities,

Decision on the selection of recipients of financial resources extended tFyutie
following the announced invitation,

1 5S0AaA2y 2y (GKS O2yRAGAZ2Yya FT2NJ GKS Fft20!I
accordance with the bylaws of the Fund,

1 With the consent of the Government of the Republic of Croatia, the Board also decides on:
the acquisition, encumbrances and alienation of real estate and other property whose
individual value exceeds the amount of 5 million HRK, and, taking out loans from financial
institutions and other legal persons in amounts exceeding the value of 5 nkR¥

Board decisions are valid if more than half of all Board members are present at a Board session.
The Board decides by a majority of votes of all members. The Fund Director and Deputy Director
participate in the Board work, however, without votinghis.

TheFund Directois in responsible for the operations of the Fund. The Fund Director has a Deputy.
Both Fund Director and Deputy Director are appointed and relieved by the Government of Croatia
upon proposal of the Management Board. The terms dicefof the Director are four years and

the same person may be appointed again. The scope of activity, the authority and responsibilities
of the Director are defined by the EPEEF Statute. They include:

1 Represent the Fund.
1 Be responsible for lawfulness dfd work and operations of the Fund.

1 Propose the program of work and the financial plan of the Fund,

1 Implement the decisions of the Management Board.

1 Be responsible for the realization of the program of work and the financial plan of the
Fund.

1 Propose bylaw to be adopted by the Management Board and pass certain bylaws defined
by the Fund Statute.

1 Sign administrative acts related to the exercise of public authority of the Fund, unless this
authority was delegated to other employees of the Fund by virtudeffund Statute.

1 Organize and implement the procedure for collecttareswhich represent earmarked
revenue of the Fund.
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1 Ensure that the Fund resources disbursed to recipients are usetidagreed specified
purpose.

Ensure that bylaws are implemented and issue instructions pertinent to this end.

Propose the appointment and relief of Assistant Directors and heads of internal
organizational units of the Fund.

Decide on hiring and terminatingork contracts of other Fund employees.
Submit reports on the realization of the work and financial program to Board.

Submit proposals and opinions on individual issues relating to the work and operations of
the Fund.

1 Perform other tasks defined by the kdiLaw, Fund Statute and Fund bylaws

As of end 2009, the EPEEF had 124 employees, working in the following departments:
1 Office of the Director,

1 Department for Administrative and Legal Affairs (including exerts responsible for collection
of environmentakaxeswhich make up the major revenue sources of the Fund)

1 Service of preparation, implementation and development of programs, projects and other
activities in the field of environmental protection,

1 Service of preparation, implementation and developmenprdgrams, projects and other
activities in the field of energy efficiency, renewable energy, promotion of rational
management of energy

1 Service of preparation, implementation and development of programs, projects and other
activities in the field of manageent of particular categories of waste

Finance and Planning

Preparation and implementation of projects-ioanced from foreign aid instruments and
EU funds

Internal Auditing

Secretariat of the Fund

Polish EcoFund

The Minister of the State Treasury, &&Eounder of the EcoFundid not control matters related

to environmental protection, but only those of the organizational or procedural nature. According

to the Statute and the Council Regulations, the Founder was authorized to transfer funds,
authorize the financial plans adopted by the Council, appoint and dismiss Council Members,
except for the President of the Council which was appointed by the Minister of the Environment,
authorize amendments to the Statute adopted by the Council and, approve Swuteon on the

Fund liquidation after the Minister of Environment approval. The Founder also had the right to
carry out inspections at the Fund and order the Board to send him documentation on the Fund's
activities.
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In accordance with the Foundation Ad¢he Minister of the Environmentvas the competent
authority in respect of environmental foundations. The Minister of the Environment exercised
substantive supervision over the Fund, controlled the execution of its objectives and appointed
the President ofhe Council. In addition, the Minister of the Environment defined the objectives to
which the EcoFund resources would be allocated after the Fund was liquidated. Together with the
Founder, the Minister of the Environment approved the liquidator appointedhe Council.

TheEcoFund Counaivas composed of the representatives of the governments of those countries
that approved the Polish dedbr-environment swap, the representatives of the Founder,
ministries and norgovernmental organizations. The Courmauld consist of 715 members. The
Council President was nominated by the Minister of the Environment as the competent minister
within the meaning of the Foundation Act, while the remaining members of the Council were
appointed by the Founder. The Couridiembers were appointed for a §ear term of office. Each
donor country had the right to delegate its representative to the Council (whom the Founder
appointed as a member of the Fund's Council). In the year 1992 the Council had 7 members
(including onerepresentative of the USA), in 200414 members, while in the year 206810
members. In the period of the Foundation's operation, the Council Members were the
representatives of Norway, USA, Switzerland, Italy, France, Sweden and Poland. The Council held
its meetings organized at least once in six months.

The role of the Council was to:

{ dzZLISNBA &S GKS 902CdzyRQa 2L SN} GA2Y >
Define major directions for its activities,

Authorize amendments to the Statute (they needed the Founder's approval)
Appoint a certifiecauditor to perform annual audits,

1
1
1
1
1 Approve change in the Fund's objectives,
1

Take decisions on the Fund profit appropriation or the Fund liquidation,

In addition, the Council authorized all subsidies awarded by the Fund, approved annual financial
plans, appinted the Board Members, assessed the activities of the Board in a given year,
accepted reports and determined remuneration of the Board President. The decisions of the
Council in the matters falling within its competence were taken in the form of resolsit while

the others were registered in the minutes of the meetings. For a Council resolution to be valid, 2/3
of the votes of Council Members were required with the presence of at least half the Council
Members. The Council decisions were taken by aenopallot, except for the decisions in
personnel related matters.

At the beginning of the EcoFund operations, i.e. in the year 1992 ¢to&und Boardonsisted of

the President and the Deputy President. In accordance with Resolution No. 14/93, theilCounc
increased the number of Board Members from 2 tebZersons appointed by the Council fora 3
year term of office. In 2002008, the Board of the EcoFund was composed of the President and 3
Deputy Presidents.

Ly | OO02NRIYyOS ¢AdK hjekti8es ant task2aNdrthelnmiaringt of 2gbpeiatios 2
GAOUK GKS 902CdzyRé A&dadzsSR Ay WFydzZ NBE wmMdpdhoZ |
responsibilities of the Board were to:

Page| 71



1 compile information and make initial project assessment andgalection baed on the
criteria of impact on the realization of statutory objectives and tasks of the EcoFund and
the amount of the budget in hand

1 obtain an opinion of the Advisory Team (external companies rendering services concerning,
among others, technical evaluanhs for the EcoFund) about the proposal prepared,

1 submit to the Council a list of proposed projects together with the Advisory Team's
opinion,

1 execute the financial conclusions authorized by the Council, in accordance with the
EcoFund Regulations and thecedure relating to project execution,

1 prepare the EcoFund budget for the authorization by the Council,
1 determine remunerations of the Fund employees.

In 1998, the Board was granted the right to take decisions on awarding subsidies to the winners of
competitions organized by the EcoFund, after the competition regulations had been approved by
the Council, and to other projects in which the EcoFund subsidy did not exceed the amount of
100,000 EUR, and in the field of biodiversity to the projects with aevabat exceeding 50,000
EUR. Based on the resolution dated 16 May 2001, the Council extended the competence of the
Board to include decisions on subsidy awards to other projects with a value not exceeding
1,000,000 EUR and in the nature sector up to 200,808he same time, authorizing the Board to

take decisions on awarding subsidies for the implementation of projects which were part of
thematic programs approved by the Foundation Council. In 2004, Resolution no. 10/2004 of 27
May 2004 changed the powedd the Board conferring to it the competence to take decisions on
awarding subsidies to the winners of competitions organized by the EcoFund (after the
competition regulations had been approved by the Council) and to individually submitted projects,
wherethe value of the EcoFund subsidy in PLN did not exceed the equivalent of 500,000 EUR and
in the nature sector up to the equivalent of 100,000 EUR, calculated according to the mean
exchange rate of the National Bank of Poland of the date when the Boardtieo#lecision to

award the subsidy. From this moment on, the strategic role of the Council was to: take decisions
(to approve or reject) concerning the terms and conditions of the EcoFund competitions, en long
term comprehensive EcoFund programs and to mvsubsidies to large projects of strategic
importance to a region or the country.

The Board meetings were organized weekly or more often to resolve current issues. The Board
was responsible for managing the EcoFund external/public relations and itsadailifies. Other
responsibilities of the Board were to:

1 manage the EcoFund Office,

1 define the organizational structure of the EcoFund,

1 prepare annual activity plans and reports, assessments and analyses of the Board activities,
1

ensure the proper and timglcompletion of agreements on providing financial assistance
and approve amendments to subsidy agreements,

i take decisions on penalties for beneficiaries who did not meet the conditions for the
EcoFund's financial aid and accept documents to be submittéuet&ouncil for
consideration,
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1 approve the methods and forms of promotion of the EcoFund in mass media and
advertising materials

determine the EcoFund's human resources policy,
carry out periodic assessments of the EcoFund Office personnel,

approve interral organizational documents and instructions, agreement templates and
other documents concerning procedures for the selection and execution of projects
subsidized by the EcoFund.

The President of the Board represented the employer for all the Board Menalmer€mployees.

The employer of the President of the Board was the Council represented by its President or
another person appointed by the Council based on the rules defined in the Council Regulations.
The President of the Board supervised the executio@adncil resolutions, convened and chaired
meetings of the Board, cooperated with financial institutions financing projects in the field of
environmental protection and government administration and seffovernment bodies,
coordinated all contacts of th&coFund abroad, determined the responsibilities of the Board
Members and remunerations of the Board Members and other employees.

Another responsibility of the Board Members was to visit the sites of the commenced or
contemplated projects, especially wherdey regarded projects as problematic. The Board
Members participated in training meetings and conferences organized for potential investors
FLILX @Ay 3 F2N) G6KS FAYEFYOAlLf FTAR FTNRBY (G(KS 902CcC
promoted the EcoFuwhat home and abroad.

The Board Members participated in conferences and meetings, including those abroad, and took
part in fairs and study visits, seeking new technologies to be applied in Poland. The renown the
EcoFund had won led to its cooperation witle World Bank, IFC and OECD. The Foundation was
also consulted as proposals for EU Directives were prepared. The EcoFund Board helped in
establishing a similar institution in Bulgaria. The Foundation played the role of a contact point for
the Global Envanmental Facility.

The EcoFund Officédepartments, teams and independent officers of the Foundation) provided
technical and financial services to the Fund and the Council and carried out all tasks relating
directly to the realization of the objectives ttfie Fund as set out in the Statute. At the end of
2004, the EcoFund Office had 35 employees (excluding the Board Members). By the year 2008,
this number slightly decreased to 33 persons. In its 2008 structure, the EcoFund Office was
composed of the followig units:

1 TwoTechnical Departments (The Air and Earth Surface Protection Department and the
Water and Nature Protection Department),

Financial Department
Administration Department,
Legal Team,

Independent Investment Projects Officer

= =2 =4 =4

External/Public Relains Team.

The Fund Office was managed by the President of the Board with the assistance of the Board
Members and the Office Director. The overall supervision over its organizational units and direct
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supervision over the External/Public Relations Team wascesed by the President of the Board.

The Office Director directly supervised its organizational units. The Board Members (Technical
Deputy Presidents) oversaw the Technical Departments. The Deputy President who was in charge
of the Air and Earth SurfacBrotection Department additionally supervised the Independent
Investment Projects Officer. The Board Member (the Deputy President in charge of the Financial
Department) who was also the Office Director supervised the Financial Department, the Legal
Team ad the Administration Department.

C2ff2gAy3 AN LKA FdzZNIKSNI AffdzadNIrdS GKS S@2¢ d:
AN LIKAY awSLIR2NI 2y dfd-Bnvienthert Satai Arégrim Enpleménked by5 S 6
GKS 902CdzyR> a lradl bytthe Institute fomSustalnible DEvelopment and Ernst &
Young).

The first organizational structure of the EcoFund

COUNCIL (7 persons)

1
\/

BOARD (2 persons)

Secretariat (1 person)

Independent Air Independent Nature Financial, HR and Technical

Protection Protection Officer Team (2 perspns)
Officer (1person)

(1 person)

Financial and HR Specialist
Procedures and Grant Agreement
Specialist
Technical and Administration Employee
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The EcoFund’s organizational structure in 2004.

COUNCIL (14 persons)
[

President (1 person)

Deputy President
(vacant)

Deputy President
(1 person)

Deputy President
(1 person)

Deputy President
Office Director (1 person)

Air Protection
Department

Water and Earth
Surface Protection
Department

Nature Protection
Department

External/Public
Relations Team

(2 persons)

Board Service Team
(2 persons)

Financial and Legal
Audit Team- Law
Office

Financial Department

Independent
Investment
Projects Officer
(1 person)

Administration
Department
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