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The Ministry of the Environment
Department of European Union Funds
Ref. No.: 196/330/08

4399/ENV/08

Minutes

of the 2" Meeting of the Monitoring Committee of the OP Environment
held on 13 December 2007 in the Olympik Hotel, Afrodita and Athena Halls

Attendancesee the attached attendance list

Meeting presided bying. Rut Bizkova, Chair of the Monitoring Commétef the OP
Environment, Deputy Minister-Director of the Seati@of Economics and
Environmental Policies

The Agenda of the Meeting:

1. Opening — an opening statement by the Chair oMf@eof the OP E and approval of the
agenda of the” meeting of the MC of the OP E

Information on the progress of OP E negotiations
Amendment to the Statute of the MC of the OP E
Information on OP E calls that are under prepanatio

a s b

Discussing and approving modifications to the dedaccriteria and acceptability criteria
for projects financed from the OP E

o

Miscellaneous
7. Conclusion

Item 1: Opening — an opening statement by the Chaiof the MC of the OP E and
approval of the agenda of the 2 meeting of the MC of the OP E

The meeting was opened by the Chair of the MomigpG@ommittee of the Operational
Programme Environment (hereinafter the “Chair”)g.IrRut Bizkov4, Deputy Minister-
Director of the Section of Economics and EnvirontakfPolicies of the Ministry of the
Environment (hereinafter “ME”)The Chair welcomed the attendees and familiaribednt
with the main items of the meeting’s agenda. Ndnih® attendees had any comments on the
agenda, which was therefore considered to have &y@@mved by consensus. The Chair then
gave floor to Ing. KiZz (from the Ministry of the Environment) in ordés inform the
attendees about the OP E that is under preparation.
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Item 2: Information on the progress of OP E negotidons

Ing. Ktiz informed the attendees that the current OP pqsal was on track to be
approved by the end of the year. A meeting was cadbd for the following week (20
December 2007) where the OP E was to be signdukipresence of Commissioner Hibner
and the Minister of the Environment, Mr Bursik. Wwas mainly the water management
agreements which posed a problem during the creatiadhe OP E, for which the OP E
negotiations had been delayed by two months irioeldo other large programmes. For this
reason, in relation to other programmes, the subhof the Position Paper of the European
Commission (hereinafter “Commission”) on the OP &wlso delayed. The comments of the
Commission on the from the Ministry of the Enviraemt) informed the attendees that
the supporting documentation for the MC of the ORnE&luded an OP E proposal with
incorporated comments from th& Position Paper, in addition to which the OP E uneat
some other modifications because of further comméntthe Commission. Therefore, the
final version of the OP E, i.e. some passages olfietbffered from the version that the
attendees had in their groundwork documentation.

Mgr. Petra Vaturova (from the Ministry of Finance) requested mfation about the
1! OP E call. Ing. arch. &anek Ph.D., Director of the State EnvironmentahdFof the
Czech Republic (hereinafter “SEF”), took the flaord stated that about 700 applications
were submitted within the first call, totalling adst CZK 18 billion. He also stated that the
2"Y OP E call was open at that time and project adstrition was being addressed by the
SEF.

The Chair added that applications could be sulknhitt the 2 OP E call through the
end of January 2008 and specified that the CZK ill®rb as the total amount for projects
submitted in the L OP E call represented the eligible costs, while tibtal costs for the
projects from the %Lcall stood at about CZK 25 billion. She then mowedto the next item
on the agenda and gave the floor to Ing. Novak.

Item 3: Discussing and approving amendments to theétatute of the MC of
the OP E

Ing. Novak informed the attendees about the prapasgendment to the Statute of the
MC of the OP E. This comprised one modificationniely the addition of one new member
upon the proposal made by the Section of NatureLamdiscape Protection of the ME. The
new member is a representative from the Departofdrandscape of the ME.

The Chair welcomed the addition of the new menaet stated that the new number
of members — 43 — would be more advantageous fftenMC’s decision-taking point of
view, since it is an odd number. Ing. Kylar, Dil@cof the Cohesion Fund Department of the
Ministry for Regional Development (hereinafter “MRD suggested adding another
representative, namely a representative from thigcoh Coordination Body of the MRD,
who would participate in the MC of the OP E as &sesver (without voting rights). The
Statute was approved by consensus. The Chair ttzentegl the floor to Ing. KZ in order to
inform the attendees about OP E calls that wereupikparation.

Item 4: Information about OP E calls that are underpreparation

Ing. Kz informed the present members about the callsvieae under preparation.
He stated that a call for applications of water-aggment project within Priority Axis 1,
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Area of Support 1.1 was to be announced by the aénthe year with reference to the
implementation of Council Directive 91/271/EEC cemtng urban waste-water treatment.
Also, applications would be accepted within Priprixis 3 for the Area of Support 3.2
concerning energy savings in schools and schoditiee. The detailed introduction of the
acceptability criteria associated with these cals made later during the following item on
the agenda. He also stated that the preparatidinectchedule of calls for 2008 was to take
place after approval of the OP E and the public ld/doe informed of the scheduled
announcement of the 2008 calls during January irdkie OP E website.

Ing. arch. Sipanek, Ph.D. (SEF) added that a time-limited calul be announced
within Priority Axis 1 for both individual projectsnd for large projects.

The Chair reminded the attendees that the parththédtbeen announced for energy
savings would close by the end of January, sottleaschool projects could be completed by
the end of this year's summer holidays. She stdegs# as long as the call was announced by
the end of the year and the acceptance and subgegoeeessing of applications would not
last beyond the end of January, this timeline veasible. She also reminded the attendees
that applications for water-management projectslevbe accepted through the end of March.
Since none of the attendees had any comments origs] the Chair proceeded to the next
item on the agenda.

Item 5: Discussing and approving modifications to he selection Criteria and
acceptability criteria for projects financed from the OP E

The Chair stated that this item would concern librity Axis 3 and Priority Axis 1.
She reminded everyone that energy savings proyeets supposed to apply to both public
and residential buildings. Due to objections frdme Commission, residential buildings had
been excluded since they could not be financed ftbese resources. Pursuant to the
statement, the Commission voiced the assumptidrthkaegulation that makes it possible to
modify the use of Cohesion Fund resources coultebiewed within a year to a year and a
half so that these projects could also be finarficad the Cohesion Fund. She asked IntjzK
to introduce the acceptability criteria for Prigrixis 1.

First, Ing. KiZ mentioned the selection criteria relating topaibrity axes, which are
listed in the document entitlegelection Criteria and Acceptability Criteria. He stated that
pursuant to Government Resolution No 1005/20040002tober 2004 and No 883/2007 of
13 August 2007 concerning structurally disadvardagegions and the implementation of
integrated city development plans, the documentihi@adduced a 10% allowance for projects
falling within these categories.

The amended acceptability criteria relating to foAxis 1 followed from an
agreement with the Commission and were part ofugp@ated version of the Operational
Programme Environment, which, at that time, waseurpteparation, pending approval. He
explained that in the case of these criteria, tltidenot have to be the entry criteria for the
acceptance of applications and could apply afterattceptance of applications by the SEF for
further assessment. The acceptability criteria wekated to both existing and new
operational contracts. He reminded everyone treeRisting contracts had been entered into
with the operator of water-management infrastrigtpursuant to a tender, before the OP E
was approved and new contracts would be concluffedtae OP E was approved. In the case
of new operational contracts, there were two selectriteria. The first criterion was the
maximum time of the operating condition, which webue 10 years, provided that no
investment was provided by the operator. Othenthgeoperating time would be extended.
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The second criterion concerned the evaluation efaperator’'s selection, where, during the
assessment of the economic advantageousnessalfare the criterion would be the offered
water and sewage rates constructed in accordaribetivei principles of price regulation, the
amount of operating costs and the payment for angservice. The partial criteria that had to
be included in every contract, both existing ana/,neoncerned the performance indicators,
the monitoring instruments and the sanctions ire aafsnon-compliance with the relevant
parameters. For existing operational contracts was the criterion of contractual length,
where projects with an operational contract lasbegond 2022 would not be financed from
European funds. In addition, the price creatiofiftar such existing contracts has to be set in
such a way as to ensure long-term sustainabilithefinfrastructure and a reasonable profit
for the private operator. He stated that the opmral contract would have to be amended by
the time a decision on state budget participatias veached or, as the case may be, on the
grant of a subsidy. This decision is to be issualy after the successful winner of an
infrastructure tender is awarded the given projébee first phase is the registration of the
project. The second phase is the issue of theideasd, by that time, the contract has to be
amended. This is true for projects assessed atatienal level below 25 million euro. In the
case of large projects, those above 25 million gtln® contract must be amended by the time
the decision of the Commission is issued. He aiasted that these selection criteria had been
submitted to a working group that had been setruprder to solve water-management
contracts and which, based on these criteria, pptbaed the call to be announced by the end
of the year, thereby fulfilling Council Directivel@271/EEC concerning urban waste-water
treatment. He mentioned that methodological gurslifor applicants were being prepared in
order to make the requirements for existing comgras comprehensible as possible.

The Chair then allocated time for the attendeeguiimes and comments. Ing. Zak
(ROP for the Central Bohemia NUTS Il Cohesion Rayimok the floor and stated that the
criterion of the acceptability of the tariff for vea and sewage rates was not acceptable. He
was convinced that, in connection with a projedfer and sewage rates may not be subject
to competition, since the process of their constoac would bring about a complete
destruction of the principle of solidarity. In eftethis would result in low water and sewage
rates in large cities, while in municipalities thesould dramatically increase.

Ing. KiiZz responded to the inquiry, stating that it woaolut be the rates that would
compete, but rather the operating costs within ¢bacession procedure. Regarding the
destruction of the principle of solidarity, he drettention to the institute of compensatory
payment, which is used within the framework of ceswion procedures. Should this
procedure indicate that the rate exceeds the $paeateptable level in a given area, these
compensatory payments may then be employed in ¢odexduce the rates to a level that is
acceptable from the solidarity viewpoint. Lastly guoted an excerpt taken from the MRD
concerning compensatory payment in which the CaigesAct addresses this issue. Should a
situation arise within the concession procedurerwhiee price for water and sewage rates is
higher than in the surrounding areas and is sgciatlacceptable, it would be possible to
apply this structure.

Ing. Kop&ek (ME) raised the following question for IngfiK “Who will pay this
payment, to whom and in what amount?”

Ing. Ktiz stated that this payment would be paid by th&trecting authority of the
public contract or concession, i.e. the owner & thfrastructure. He remarked that a
procedure was under preparation in which the paymenld reduce the rent specified during
the concession procedure. Thus the payment woulcobnely made by the contracting
authority of the relevant contract to the privafgem@tor; however, this payment could be
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offset against a reduction in the rent that theraoe paid to the owner of the infrastructure.
In effect, this would mean a reduced rental payment

Ing. P&izek (ME) noted that, as opposed to the committeessious meeting, the
provisions in Area of Support 1.1 concerning arénad require special protection had been
excluded. These are the areas of National Parksi(iadéter “NP”) and Protected Landscape
Areas (hereinafter “PLA”), where the applicationshalso include a favourable statement by
the agency or administration of the NP. He requkktgher explanation.

Ing. Novak (ME) responded, stating that the exdf this provision did not mean
that it was not required. It was required in sulbeedg documents, for example in the directive
on submitting applications, and it was not necegssgar this issue to be included directly in
the OP E.

Ing. Kylar (MRD) commented on the discussed propdse first remark concerned
the selection criteria. He pointed out that no esdior point evaluation were available.
However, he added that the material discussedsaM@ of the OP E did include some point
evaluation scales and this part had probably ajreaen supplemented. In his second remark,
he recommended supplementing the criteria with tnigerion of synergy, i.e. the
interconnectedness with other projects, in whickecthe project would gain points if it
evidenced a time- or subject-related connection.bldigeved that this criterion could be
applied as part of the individual calls for indival projects according to their nature.

Ing. Valdman (SEF) responded, stating that synsngiere incorporated directly in the
calls. He gave an example where the grant of aidybs Priority Axis 7 was preconditioned
by the fact that the facilities would perform adies that are potentially subsidised from
other OPs.

The Chair added that this was in compliance andtdoel accepted.

Ing. Perlik (The Union of Towns and Municipalitiesthe Czech Republic) noted that
it was necessary to prevent small municipalitieemfrimplementing some economically
senseless projects. He gave an example of a mahigigvith a population of 300 that had
submitted a waste water treatment plant projectam amount of CZK 40 million.
Subsequently, the economic and operating conditigpiesented an enormous burden for the
municipality. He therefore suggested solving tisisue in small municipalities by means of
small domestic waste water treatment plants, wareHess economically demanding.

Ing. Valdman (SEF) noted that this was currently tase, because all projects had to
comply with the approved plan for water supply aetverage systems. Among other things,
this plan addresses in detail waste water treatrirersmall municipalities and provides
unequivocal directions as to how a municipality o proceed. The SEF provides
consultation and recommends that small municigalishould address this issue in ways other
than by purchasing such an expensive waste watnent plant.

Ing. Pd&izek (ME) suggested amending the wording in ArdaSupport 6.3 and 6.4,
which state that a project is in accordance witke lmd-use planning documentation
(hereinafter “LPD”) so that it would state that mjpct is in accordance with LPD, provided
that the LPD for the relevant area has been prdpdiee reason is that some authorities that
assess the land-use plan are reluctant to isseetification if there is no LPD. This could
result in a situation where reclamation projectal@¢aot be implemented. He had already
cited an example in the previous meeting whererdotdamation of small streams was not
addressed in the LPD and it depended on the agprofiindividual construction offices
whether a standpoint would be issued for an apmijoag. that the LPD would solve the
construction of green areas etc.
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Ing. PeSout (The Agency for Nature Conservation baddscape Protection of the
Czech Republic) added that, in his opinion, thebjmm consisted not only in Areas of
Support 6.3 and 6.4, but also 6.5, since some Apédlupport that were supposed to be
covered were not and would not be addressed bydaadlans at all. As an example in the
Area of Support 6.5, he mentioned meadow greemdrigh is not covered in land-use plans.
He suggested including into the conditions for ¢hAseas of Support that it is not in violation
and, subsequently, it would be the responsibilitthe land-use planning authority to assess
this.

The Chair suggested adding into the conditionsvibeding saying that it is not in
violation, which she considered to be a broadentdation. If necessary, it could be specified
in detail in other implementing documents. She netad the committee that a call for Priority
6 was in effect at that time in which the condisdrad already been fixed, and who managed
to meet them would be accepted, and who did not theen could submit an application the
next time. She stated that the conditions wouldndefely be specified once the OP E was
approved.

Ing. Zak (The ROP for the Central Bohemia NUTS dh@sion Region) quoted the
Implementing Document (hereinafter “ID”), which t&d that selection (evaluation) criteria
were publicly available, yet, in fact, were nowh#oebe found. His remark concerned the
strict differentiation between selection criterindaacceptability criteria, since these were
rather indistinctly mingled in the ID. This wouldwse the applicants considerable difficulties
and be negatively reflected in the work of the MGha OP E. Another remark concerned the
Development Plan for Water Supply and Seweragee8yst(hereinafter “DPWSSS”) as a
planning document which should constitute groundwuoaterial for evaluation criteria and
not for acceptability criteria.

Ing. arch. Sipanek, Ph.D. (SEF) noted that detailed informatiad been published
and was available in the Benefill. The evaluatioiteda for the first call had also been
published. It was being discussed with the Manadinthority for the OP E to what extent
the criteria for the entire OP E would be published

Ing. Valdman (SEF) responded to the DPWSSS. Hedstttat the implementing
document had several times undergone both an alteommenting procedure at the ME and
an interdepartmental commenting procedure, andctrapliance with the DPWSSS had been
required, in addition to the acceptability criterlay the representatives of the Ministry of
Agriculture and of the Water Supply and Seweragpddenent, because it is not possible to
support a project that would be in contradictionhi® DPWSSS.

Ing. Kiiz added that, based on an initiative of the MEl@ation criteria including
points for individual categories would be publishfed all new calls in order to improve
transparency. This had not been done from 2004-2006

The Chair pointed out the risk that when the silactriteria are published, for the
sake of overall transparency, the applicants sulesdgty modify their applications to
perfectly fit these criteria. However, in cases mhi@nancial resources for implementation are
lacking, and is often true, it is the responsipitt the bearer of the project.

Mgr. Viktora (The Czech Society for Ornithology)chBormal remarks with respect to
Priority 6 Area of Support 6.2 — 6.5. He had alseadggested at the previous MC of the OP
E that these projects should be in accordancethélaggregate of recommended measures in
the Natura 2000 areas, and not with the plan of éar Natura 2000 (Specially Protected
Areas), as the categories of the care plan dicdpply to these areas. He suggested rewording
as follows: “If a project is to be implemented inSaecially Protected Area or in an area
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within the Natura 2000 network, it is not in viotat of the plan of care for Specially
Protected Areas or of the aggregate of recommengiasures for Natura 2000.”

Ing. Kop&ek (ME) remarked that Areas of Support relatinghte DPWSSS had to
undergo assessment in a regional group and thatpmmection with the call for water-
management projects, it would be useful to meetrooee time.

Ing. Kylar (MRD) responded to the aforementionagtglincrease in costs against the
originally specified amount. He wondered how theaficing of large projects would be
monitored - within a Priority, or in the same manas in the case of existing projects, e.g.
water management projects, that are addressed @dhesion Fund?

Ing. KiiZ stated that large projects would be monitorgzhssely by the Commission.
Cost certification would also be subject to a splecegime, since the decisions of the
Commission would be in euros. In cooperation whtd Ministry of Finance and the Ministry
of Transport, it was endeavoured to make these@®[CZK-based, as in the case of national
projects, because of the enormous exchange-ratedascurred in projects from the Cohesion
Fund from 2004 — 2006.

The Chair asked Ing. MarousSek to give a presemtabio Priority Axis 3 and its
acceptability criteria.

Ing. Hajek (The Association of Regions of the Cz&gdpublic) stated that, upon the
recommendation of consultants, several buildingsewsebmitted within a project at the same
time, and if one building failed, all were excludddow had the second call worked out?
Could a project be submitted again in yet anothé®? c

Ing. arch. Sdpanek, Ph.D. (SEF) stated that problems had toddeeased directly
with the consultants. Schools were not in the seéamll, since it concerned Priority Axis 6.
However, this problem could be addressed in thel tball, which would be announced.
Whoever fails can revise the project or modify mdaresubmit it in all subsequent calls
concerning the given area of support.

Ing. Valdman (SEF) stated that if one of a numbebwldings comprising a single
project failed to meet the required low-energy gtad, the costs for implementing these
buildings were not SEF eligible and it was up t® #pplicant to decide whether to implement
these along with the entire project. However, treget would not be rejected as a whole, but
only in part.

Mgr. Viktora (The Czech Society for Ornithology)marked on the aforementioned
projects, which were also supposed to comply withNature and Landscape Protection Act.
This concerned specially protected endangered epemnd specially protected severely
endangered species that live in these thermallylated buildings and the thermal insulation
of these buildings destroys their habitats.

The Chair remarked that it was not possible to enm@nt measures that would be in
violation of the law.

Mgr. Viktora (The Czech Society for Ornithology)sp®nded, noting that, in most
cases, these thermal insulation projects are itatiom of the law, while the solutions are
individual and painful. He stressed the non-existeaf systemic solutions that are lacking
even at the level of state administration.

The Chair noted that this issue could not be decidamediately within the
framework of OP E, and that it was necessary tsiden it thoroughly and then formulate a
plan of action.
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Ing. arch. Sipanek, Ph.D. (SEF) asked Mgr. Viktora to give actete example. He
mentioned two endangered species — the Common Sndftthe Eurasian Jackdaw, adding
that over 90% of their population live in buildings

The Chair announced that the MC, with 34 membetis wating rights, had a quorum
and asked the attendees to vote on the adoptitdmeddelection criteria and the acceptability
criteria, including the supplementary criteria red by Ing. MarouSek. Their adoption
required an absolute majority of the present mesibetes.

Mgr. Semorad (The ROP for the North-East NUTS Ih€sion Region) inquired if a
vote would be held on the material with the chartas the MC members had received for
the meeting. Would the MC not approve the detal@@ria for the individual calls?

The Chair stated that the selection criteria wexgeld on the existing OP E and on the
Implementing Document. Further elaboration of thesteria was not part of the existing
material and they would therefore not be voted on.

Mgr. Semorad (The ROP for the North-East NUTS Ih€sion Region) commented
on the Regional Councils’ web pages with the seladtriteria, where, for each project, both
points and their weights were given for the indizaticriteria. He noted that in the case of OP
E it was not clear which were the technical créeri

The Chair suggested that the criteria should beosegd as they were and, once the
OP E was approved, similar and final criteria migbtapproved, if necessary. The present
members agreed and proceeded to vote. The Momgt@ommittee adopted the resolution
with the following vote count 28 : 1 : 3 (in favouagainst : abstained) and 2 members were
not present at the time of the vote.

ltem 6: Miscellaneous

The Chair informed the committee about the expeciatd of the following MC
meeting, i.e. the second half of February 2008. ®&hearked that it was dependent on the
approval of the OP E by the Commission.

Iltem 7: Conclusion

The Chair thanked the members for their particgratn the MC meeting and closed
the MC meeting.

Minutes taken by: Ing. Simona DuSkova, Mgr. Markétanasova
Department of European Union Funds, ME
Verified by: Ing. Petr Novak
Department of European Union Funds, ME
Approved by: Ing. Rut Bizkova
Deputy Minister-Director of the Section of Economand Environmental Policies
Chair of the OP E Monitoring Committee
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