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Washington, DC 20433 USA
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May 17, 2002

Dear Council Member,

The World Bank, as the Implementing Agency for the project, Bulgaria: Wetland
Restoration and Pollution Reduction Project, has submitted the attached proposed project
document for CEO endorsement prior to final approval of the project document in
accordance with the World Bank procedures.

The Secretariat has reviewed the project document. It is consistent with the
proposal approved by the Council in May 2001 and the proposed project remains
consistent with the Instrument and GEF policies and procedures. The attached
explanation prepared by the World Bank satisfactorily details how Council’s comments
and those of the STAP have been addressed. I am, therefore, endorsing the project
document.

We have today posted the proposed project document on the GEF website at
www.gefweb.org. If you do not have access to the Web, you may request the local field
office of the World Bank or UNDP to download the document for you. Alternatively,
you may request a copy of the document from the Secretariat. If you make such a request,
please confirm for us your current mailing address.

Sincerely,

N ‘L“;/f%ﬂ%/l“ i

Mohamed T. El-Ashry
Chairman and Chief Executive Officer

cc:  Alternate, Implementing Agencies, STAP
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Bulgaria Wetlands Restor ation and Pollution Reduction Project (PO63858)
Submission for Final CEO Endor sement

1 Attached please find the eectronic file of the Project Appraisd Document (PAD) for
the above-mentioned project for your find review and endorsement. This project is proposed
as part of the Black Sea/Danube Strategic Partnership — Nutrient Reduction Investment Fund
approved for Work Program entry a the May 2001 GEF Council meeting, under streamlined
CEO endorsement procedures. The scheduled Board date for this project is June 13, 2002.
We would appreciate receiving your response, 0 that we may finaize the Bank Board
submission by May 17, 2002.

2. The PAD isfully consstent with the objectives, scope, and overdl financid plan of the
Black Sea/Danube Strategic Partnership — Nutrient Reduction Investment Fund.  Subsequent to
Pipeline Entry of the concept, minor adjustments were made during preparation concerning the
project structure. Theinitial overal project structure was dightly changed to group the six
project components into three groups, i.e., wetlands restoration, protected areas management
and project coordination and management.

3. The proposed project is the second of its kind under the umbrella of the Black
Sea/Danube Strategic Partnership — Nutrient Reduction Investment Fund. The project is
one of the Bank’s early effortsin piloting wetlands restoration for nutrient trapping and is
expected to play a critical demongtration role within the region and help promote smilar cost-
effective investments for nutrient reduction in other Danube/Black Seariparian countries under
the umbrella of the Strategic Partnership.

4, Comments of GEFSEC at the time of pipeline entry have been addressed in the PAD as
follows

Country Ownership. The Minisgtry of Environment and Water (MoEW) has confirmed
its commitment to provide counterpart funds for the Project in atimely manner and has
aready made the needed dlocation in the CY 03-05 budget. The MOEW, the Ministry
of Agriculture and Forest (MOAF) and other key sectoral ministries represented in the
Project Steering Committee are lending full support to the project. The loca regiond
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authorities aswell asthe municipa mayorsin the project area are fully committed to the
project. (For details please refer to page 19 of the PAD).

Replicability. Dissemination of project activities and benefits will be undertaken at the
nationa and regiond levelsin order to achieve replication of project interventions. The
project would provide for the organization of regiona workshops, field visits by
interested parties, training and other activities to promote replication of project activities
in other parts of the country and other Danube/Black Seariparian countries. The sub-
component on restoration of additiond dites, which is expected to be financed by other
donors with interest on environment/water resources issues, focuses on the replication
of wetland restoration activities in other areas of Bulgaria. The UNDP/GEF Danube
and Black Sea Program provides aframework for dissemination and replication of
successful demonstration to be developed under this project. (For details see Annex 2
of the PAD).

Sudtainability. To promote inditutional sustainability, the Project Coordination Unit will
be under the supervison of the MoEW and will have significant physical presence at the
two project Stes. Project activities will be implemented by existing entities at the local
or regiona levels, asssted by the centrd ministries as needed. (For additiond details see
page 14 of the PAD). The project will provide capacity building in protected areas
management (including wetlands management), which will enable loca and regiond
inditutions as well aslocad adminigtrations to acquire the needed managerid and
technical skillsto establish a sound basis for adequate management and maintenance of
restored wetlands and associated protected areas. To ensure socid sustainability, the
project design has been developed with substantia local involvement and consultetion.
Socid sustainability will be enhanced by involving key stakeholders during project
implementation, and by supporting the development and implementation of protected
areas management plans that link wetlands restoration and nature conservation with
sustainable socio-economic development and tangible benefits for the loca population.
To ensure financid sugtainability, a provison has been made to support incremental
operation and maintenance costs of implementing agencies on a declining basswhile
developing financia mechanism to finance basc operation and maintenance costs of
wetlands and protected areas management activities. The Government has aready
made commitments for budget allocation to cover estimated recurrent expenditures on
an increasing basis.

Basdline Course of Action. Nutrient discharge into the Black Sea has been identified as
the most serious problem facing the Black Sea. Wetland restoration along the Danube
river has dso been identified as one of the mogt effective ways to reduce nutrient loads
into the Black Sea. The project’s selected sites for wetland restoration, the Belene
Idand and the Kaimok/Brushlen Marshes, are identified as the most representative of
riverine wetlands and of internationa importance for waterfowl habitat and as high
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priority areas for restoration in the Nationa Biodiversity Strategy, the Nationa Action
Plan for the Conservation of the Most Important Wetlands, and the Danube River
Pollution Reduction Program. To address these issues, the Government of Bulgaria has
assumed internationa obligations under the Bucharest Convention (1992) and the
Odessa Minigteria Declaration (1994) on the Protection of the Black Sea, and the
Convention on the Cooperation for the Protection and Sustainable Use of the Danube
River (1994) to reduce nutrient discharge into the Black Sea, and is moving towards
compliance with rdevant European Union Directives. The Government has planned the
congruction of asmal number of priority wasteweter treatment plants with funds from
the Nationa Environmenta Protection Fund and pre-accession funds. Sudtainable rura
development consistent with best environmentd practicesisthe basis of the
government’s overdl strategy for rurd development. (For details see pages 4-8 of the
PAD --Main Sector Issues and Government Strategy and Sector issues to be
Addressed by the Project and Strategic Choices).

Conformity with GEF Public Involvement Policy. Key stakeholdersincluding villagers
and their representativesin local government, line minigtries saff involved in
implementing the project, and NGOs were fully consulted during project preparation,
and their feedback was incorporated into the project design. Participatory activities
conducted during the preparation phase will serve as atemplate for project
implementation. A Socid Assessment of the communities surrounding the two project
Stes was undertaken during project preparation. (For details see page 28 on Summary
Project Andysis— Socid and Annex 11 of the PAD). As part of the environmental
assessment process, public consultation were held during the preparation of the
Environmental Assessment with severa stakeholders at the loca level. During the
consultation process, loca communities did not voice any magor concerns about the
project. (For additional details see page 26 on Summary Project Andysis—
Environmentd).

Private Sector Involvement. The project will provide technica and financid support to
gmdl- and medium-size entrepreneurs to implement sound proposas for establishing
“green” business compatible with biodiversity conservation and sustainable use of
natura resources. The Project will dso support the Farmer Transition Support
Program and the Biodiversty Conservation Smal Grant Program, which will involve
individuds, farmers, farmers associations, NGOs aswell as the private sector.

Incremental Cogt Andlyss. The GEF Alternative would go beyond the Basdine
Scenario by alowing the project to restore va uable wetlands ecosystems and their
vauable environmentd functions, pilot the use of riparian wetlands as nutrient traps, and
support loca communities to adopt sustainable natural resources management practices
that will reduce nutrient discharge into the Black Sea. Implementation of the GEF
Alternative would provide the means for restoring high priority wetlands, protect unique
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5.

coastal landscapes and habitats for important bird species. (For details see Annex 4 -
Incremental Cost Analysis).

Government Co-financing and other donor support. The GEF grant of US$7.5 million
will finance 56% of the tota project cost of US$13.28 million. The Government of
Bulgaria contribution (including contribution from loca farmers and municipdities) is
US$3.05 million. Additiond firmed co-financing indudes US$1.59 million equivaent
from the EU PHARE National Program and US$0.38 miillion eguivaent from the
Austrian Government. EU PHARE and Austria Government support will be provided
on apadld financing bass. The Minigry of Environment and Water is seeking for
about US$0.76 million from other bilateral donorsto cover the financing gap. Sincethe
leveraging ratio for this project on the basis of firmed co-financing is about 1.0:0.67
(i.e, for every dollar provided by GEF, 67 US cents have been leveraged from other
sources), the project meets the minimum Danube/Black Sea Strategic Partnership
levering requirement for wetlands restoration projects set at 1.0:0.5.

Project Performance Indicators. Project impact, output and performance indicators to
provide a basdline and targets for project monitoring and evauation have been
developed and agreed with the Government. Key performance indicators include, inter
alia, gradua improvements in ecosystem hedlth of restored wetlands; establishment of
effective control structures and monitoring systems; adoption of protected areas based
on broad stakeholder consensus and support and combining socio-economic
development and conservation objectives; establishment of effective protected areas
adminigrations; establishment of effective replication models of participatory and
integrated management of wetlands in areas with mixed land use and ownership
patterns, improved agricultura practices; increased local awareness and support for
biodiverdty conservation; and increased did ogue on tranboundary water qudity and
regiona natura resources management issues. The results of monitoring and evauation
activitieswill be fed back into the implementation process. (For details see Annex 1 of
the PAD on Project Design Summary and Agreed Minutes of Negotiations).

The STAP Reviewer’s comments and the World Bank’ s response are attached for your

reference. All STAP Reviewer’scomments have been addressed in the PAD.

6.

Pease let me know if you require any additional information to complete your review of

the project document. We look forward to receiving your endorsement of the project for Bank
Board approval.

Many thanks.

Attachments :

Project Appraisa Document
Agreed Minutes of Negotiations
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STAP Reviewer Comments
World Bank Response to STAP Reviewer Comments
Letter from the Ministry of Environment and Water dated April 8, 2002

cc. Messs/Mmes.  King, GEF PROGRAM COORDINATION (GEFSEC); Tuck,
Bromhead, Holt, Cesditi, Battaglini (ECSSD); Hatziolos, Khanna, Arya
(ENV); ENVGC ISC, Regiond Files



BULGARIA
Wetlands Restoration and Pollution Reduction Project

Project Appraisal Document

Europe and Central Asia Region
Environmentally and Socialy Sustainable Development Department

Date: May 6, 2002
Country Manager/Director: Andrew N. Vorkink
Project ID: PO68858

Focal Area: | - International Waters

Team Leader: RitaE. Cestti

Sector Manager/Director: Laura Tuck

Sector(s): VM - Natural Resources Management

Theme(s): Environment

Poverty Targeted Intervention: N

Project Financing Data

[ ] Loan [ ] Credit [X] Grant [ ] Guarantee [ ] Other:

For Loans/Credits/Others:

Amount (US$m): $7.50
Financing Plan (US$m): Source Local Foreign Total
BORROWER/RECIPIENT 2.50 0.40 2.90
LOCAL COMMUNITIES 0.15 0.00 0.15
EC: PHARE 0.00 159 159
AUSTRIA, GOV. OF (EXCEPT FOR FED 0.19 0.19 0.38
CHANCELLERY-DG DEV COOP)
GLOBAL ENVIRONMENT FACILITY 2.98 452 7.50
BILATERAL AGENCIES (UNIDENTIFIED) 0.33 0.43 0.76
Total: 6.15 7.13 13.28

Borrower/Recipient: GOVERNMENT OF BULGARIA

Responsible agency: MINISTRY OF ENVIRONMENT AND WATER

Wetlands Restoration and Pollution Reduction Project - Project Coordination Unit

Address: Ministry of Environment and Water
22 Maria LuisaBlvd., Room 408
1000 Sofia, Bulgaria

Contact Person: Ms. Marietta Stoimenova, Project Manager

Tel: (359-2) 940-6551/940-6610

Fax: (359-2) 980-8734

Email: Wetlands_ppu@
moew.government.bg

Estimated Disbursements ( Bank FY/US$m):

FY 2003 2004 2005 2006 2007 2008
Annual 0.60 154 1.93 181 1.19 0.43
Cumulative 0.60 214 4.07 5.88 7.07 7.50

Project implementation period: 5years. The expected effectiveness date is September 16, 2002, the expected
completion date is September 15, 2007, and the expected closing date is March 15, 2008.

OCS PAD Form: Rev. March, 2000




A. Project Development Objective

1. Project development objective: (see Annex 1)

The project development objective is that local communities and local authoritiesin the Persina Nature
Park and Kalimok/Brushlen Protected Site areas adopt sustainable natural resources management
practices. The project will help demonstrate how environmentally-friendly rural development activities can
improve livelihoods.

The global environmental objective isto demonstrate and provide for replication of reduction of
transboundary nutrient loads and other agricultura pollution flowing into the Danube River and the Black
Sea Basins while at the same time conserving key target threatened species in the project areas through: (i)
wetlands restoration and protected areas management programs, and (ii) support for stakeholders to adopt
environmental ly-friendly economic activitiesin the two project aress.

In support of these objectives, the project will assistin: (i) the restoration of critical priority wetlandsin
the Danube River basin and piloting the use of riparian wetlands as nutrient traps; (ii) the establishment of
comprehensive monitoring systems for water quality and ecosystem hedlth; (iii) support for protected areas
planning in Persina Nature Park and Kalimok/Brushlen Protected Site; (iv) strengthening capacity to
protect and manage biodiversity and natural resources; (v) building public awareness of sustainable natural
resources management and biodiversity conservation; and (vi) promoting and supporting entrepreneurial
and agricultural activities within the project region which ensure the sustainability of natural resources and
are compatible biodiversity conservation objectives.

2. Key performanceindicators. (see Annex 1)

Progress towards the project objective will be measured by the following key performance indicators:

e Gradua improvement in ecosystem health of restored wetlands, as measured through essentia
ecological indicators, i.e., nutrient removal (measured through the percentage reduction in nutrient
loads in water in-flow and out-flows); critical biodiversity habitat (evidenced by increased species
diversity and population numbers of key indicator species); critical fish reproduction habitat (measured
through the increased fish diversity and population numbers, especially those of high economic value).

e Edtablishment of effective control structures and monitoring systems; staff knowledgeable in their
operations and maintenance.

e Adoption of Protected Areas Management Plans for Persina Nature Park (21,000 ha) and
Kalimok/Brushlen Protected Site (6,000 ha), based on broad stakeholder consensus and support and
combining socio-economic development and conservation objectives.

e Edablishment of effective protected area administrations, capable of implementing the Protected Areas
Management Plans in close collaboration with other local ingtitutions and communities.

e Edtablishment of effective, replicable models of participatory and integrated management of wetlands
in areas with mixed land use and ownership patterns.

e Improved agricultural practices in Persina Nature Park and Kalimok/Brushlen Protected Site, resulting
in measurable nutrient reduction.



e Increased local awareness and support for biodiversity conservation, marked by the increased
participation of local communities in protected areas management and conservation activities and
increased public knowledge of the importance of the restored wetlands and protected areas ecosystems.

e Increased dialogue on transboundary water quality and regional natural resources management issues
through partnerships with Bulgarian and regiona scientific communities.

B. Strategic Context

1. Sector-related Country Assistance Strategy (CAS) goal supported by the project: (see Annex 1)
Document number: to be completed Date of latest CAS discussion: 04/25/2002
to be confirmed

Main development challenges of Bulgaria, as identified in the recent (draft) CAS, includes the need to
ensure an optimal path toward environmentally sustainable development. Ensuring prudent and rational
utilization of natural resources and a prudent path toward compliance with EU environmental directives,
while at the same time reducing poverty levels, are over-arching goals.

The Project helps meet the objectives of the CAS in the following ways:

e Sustainable natural resources management: The Project will help local communities and local
authoritiesin the Project region to adopt sustainable natural resources management practices. The
project will help demonstrate the use of wetlands as nutrient sinks, thus contributing to address
pollution problems of the Danube River and Black Sea; conserve Bulgaria's globally significant
biodiversity; and demonstrate how ecologically sustainable agricultural activities can improve
livelihoods.

e  Srengthening Implementation and Compliance with EU Environmental Directives: The Project
focuses on helping the Government of Bulgariaimplement the Protected Areas Law and the Water Act,
which are harmonized with the EU Water Management Framework Directive, the Nitrates Directive
and the Habitats and Protection of Wild Birds Directives. The technical assistance provided by the
Project will assist the country towards EU accession and institutional building.

e Poverty-Environmental Link: This project also demonstrates a clear poverty/environment link. The
region along the Danube coast is one of the poorest areas in Bulgaria, to a great extent related to the
alterations of the Danube river and floodplain, which has led to decreased economic productivity of the
river. It has seen atenfold drop in fishery catch since the late 1960's, serioudly affecting rural incomes
and livelihoods. One of the underlying causes of the decrease is the destruction of riverine wetlands
necessary for fish spawning. The draining of the floodplain has proven too expensive to maintain
because of the heavy reliance in pumping. This has resulted in considerable aress of the former
floodplain with degraded natural habitats and unsuitable for agriculture. Hence, linking wetland
restoration with the sustainable use of natural resourcesin the region will help increase the well-being
of the local population by enabling them to increase their economic opportunities for fishery,
agriculture, eco-tourism as well as by alowing downstream communities to enjoy cleaner water
supplies.

la. Global Operational strategy/Program objective addressed by the project:

The project is fully consistent with Global Environment Facility (GEF) Operational Program No. 8 under
the International Waters Operational Strategy regarding water bodies. The project addresses the highest
priority transboundary problem identified in the Strategic Action Plans of both the Black Sea and the



Danube River Basins. Under the WRPRP, the Government of Bulgaria (GoB) will develop comprehensive
guidelines for nutrient reduction that will fit into the nation-wide nutrient reduction strategy. It will also
implement innovative pilot activities in wetland restoration, and accelerate the introduction of nutrient
friendly agricultural practices which have clear transboundary (global) as well as national benefits. The
incremental costs associated with these benefits are additional to other actions which will be taken and
which have clear domestic benefits (such as the construction of wastewater treatment plants).

The project aso has significant biodiversity conservation benefits, consistent with ligibility criteria
outlined in the GEF Operational Strategy No. 2 on the conservation of coastal, marine, and freshwater
biodiversity. Restoration of wetlands and strengthening protected areas in the Danube floodplain will help
restore and conserve natural habitatsin critical ecosystems with globally significant biodiversity.

Bulgaria s National Biodiversity Strategy (1994) identifies the Danube wetland complex targeted by the
project as the most representative of riverine wetlands and of international importance for waterfowl
habitat. It has been proposed as a Ramsar site. Similarly, the "Nationa Action Plan for the Conservation
of the Most Important Wetlandsin Bulgaria®' (1995) considers Belene Island and the Kalimok/Brushlen
Marshes as high priority areas for restoration. Belene Island is of particular international importance as
breeding habitat for the endangered white-tailed eagle and nesting herons, cormorants (Phalacrocorax
carbo), glossy ibises (Plegadis falcinellus) and spoonbills (Platalea leucorodia). The two sites also serve
as nesting places for the Ferruginous Duck (Aythya nyroca) and the endangered Dalmatian Pelican (
Pelecanus crispus).

Consistency with the Strategic Action Plan for the Protection and Rehabilitation of the Black Sea
(BSSAP) and the Black Sea/Danube Strategic Partnership. The BSSAP, formulated with the assistance of
GEF, has identified nutrient discharge as the most serious problem facing the Black Sea. The GoB has
requested ass stance from the GEF/World Bank to undertake an innovative approach to wetland/floodplain
restoration which links land use change with sustainable use and economic development. Floodplains and
wetlands are high efficiency water purifiers during both flood and dry periods. The self-purification action
isacomplex interaction of physical (sedimentation, filtration, absorption), microbiological (denitrification)
and biological processes (nutrient reduction through aguatic micro and macrophytes and the roots of
terrestrial vegetation). According to severa studiesin similar ecological conditions, floodplains can retain
up to 90% of nitrates and up to 50% of phosphorous which pass through. The proposed project is the first
of its kind under the umbrella of the Black Sea/Danube Strategic Partnership -- Nutrient Reduction
Investment Fund, a program which intends to help riparian countries undertake investments to control or
mitigate nutrient inflow to the Black Sea. Asthe first wetlands restoration project to be proposed under the
Strategic Partnership, the Bulgaria WRPRP will play acritical demonstration role within the region and
help promote similar cost-effective investments for nutrient reduction in the region. The Strategic
Partnership framework will ensure lessons learned during implementation of this project will be
disseminated to enhance future project designs.

2. Main sector issues and Gover nment strategy:

Background. Bulgariais situated in the heart of southeast Europe, and lies in the eastern part of the
Balkan Peninsula. Its climate ranges from continental in the north and west to Mediterranean in the east
and south. The average annual precipitation is 640 millimeter (mm), but ranges from 480 mm on the Black
Sea coast to 1800 mm in the mountains. The average annual temperature is 100C, but varies from -20C in
winter to 250C in summer. In general. Bulgariais well endowed with natural resources. The wide range of
soilsis conductive to a diversified agriculture and forestry. About 56% of the total areais agricultural



land, about 35% is covered by forests, and 5% is covered by water.

Radical economic and structura reforms were introduced in 1997. They resulted in adramatic fall in the
inflation rate, acceleration in the privatization of state owned enterprises and the return to modest economic
growth. The economic changes, however, led to widening regional disparitiesin living standards and
infrastructure, particularly in rura areas. During the 1990s, the privatization of agricultural land, which
took place mainly viathe restitution process, resulted in fragmentation in land ownership. Many of the
small private farms that emerged from the land restitution are subsistence in nature. Poverty rates are
higher among rural areas. In 1997, over 41% of rural residents were poor compared to 33% in urban
areas.

Main Sector Issues. The Black Sea, acritical regional resource, suffers severe environmental damage
from eutrophication (i.e., the collapse of food chains due to loss of life-giving oxygen), the introduction of
exotic species, inadequate resource management, and loss of habitat -- all of which have led to long-term
ecological change and a decline of its biologica diversity. In-depth analytical work pointsto anincreasein
nutrient flux down the major rivers, as the most serious problem facing the Danube River and the Black
Sea over the medium to long-term. The effects of eutrophication on the northwestern shelf of the Black Sea
at the mouth of the Danube have had particularly disastrous impacts to water quality, natural habitat, and
fish populations on which both biodiversity and human popul ations depend.

The Danube River is one of the continent’s largest and most important rivers linking Central and Eastern
Europe. It flows approximately 2900 kilometers through thirteen countries from Germany to the Black
Sea, includes 300 tributaries and drains 817,000 square kilometers. The Danube contributes
approximately 60% of the nutrient load to the Black Sea, with approximately 60% of the nitrogen
compounds and about 66% of the phosphorous compounds originating from non-point sources within the
Danube watershed.

Regional action to clean up the Danube/Black Sea. In response to growing concerns about Danube
pollution, and in recognition of the fact that significant nutrient reduction requires regional commitment, the
Danube River riparian countries drew up the Convention on the Cooperation for the Protection and
Sustainable Use of the Danube River, signed in 1994 and entered into force in 1999. Monitoring of the
implementation of the Convention is the responsibility of the International Commission for the Protection of
the Danube River (ICPDR), located in Vienna. Similarly, the six countries bordering the Black Sea
decided that joint action to save the Black Sea was urgently needed, and in 1992, signed the Bucharest
Convention for the Protection of the Black Sea Against Pollution (ratified in early 1994). The Bucharest
Convention was given additiona impetus in 1993 by the Odessa Ministerial Declaration on the Protection
of the Black Sea Environment, also endorsed by Bulgaria. Nutrient reduction is the highest priority issue
for both programs.

Role of Bulgaria. The Danube River forms the border between Bulgaria and its northern neighbor
Romaniafor 472 kilometers (km) before continuing through Romania to the Black Sea. More than half the
area on the Bulgarian bank of the Danube is floodplain, covering 1280 square km. Over the years, the
wetlands and floodplain have been drained or dyked to create arable land or as an anti-malaria measure,
such that today’ s wetlands cover only about 10% of the area that existed at the turn of the century and
hence cannot perform their original ecological function. Although about half of the country drainsinto the
Danube River, Bulgariais currently not the largest contributor of nutrient loadsto theriver. The
Transboundary Diagnostic Analysis (TDA) undertaken under the Black Sea Environmental Program
between 1993-99, indicates that Bulgaria places third on the Black Sea riparian countriesin terms of the
nitrogen (N) and phosphorous (P) contributions to the Sea.

-5-



Actions which Bulgaria might take to address the issue of transboundary pollution have to be matched with
aprogram addressing real national priorities with national benefitsin order to be politically and financially
justified. Government and local officials are eager to integrate interventions which address transboundary
pollution and global biodiversity with efforts that help Bulgaria meet EU environmental acquis. Other
identified national benefits include opportunities for the sustainable use of aguatic resource, providing
income for local communities. An approach which integrates global and national development objectives
increases the likelihood of long-term project success.

Bulgaria faces a number of issues asit attempts to meet its international commitments to reduce nutrients
and generally clean up the Danube/Black Sea, and to comply with EU environmental acquis. These
include:

Water quality and nutrient reduction. Water in Bulgariais a scarce resource, with per capita endowment
less than half the average for European countries. One third of the country faces permanent or seasonal
water shortages. Nitrogen content exceeds drinking water standards in a number of rural settlements. The
water scarcity problem is aggravated by pollution from various sources, especially agricultural run-off,
inadequately treated urban wastewaters, changesin hydrologica conditions and the decline of both quality
and quality of aquatic ecosystems. The underlying causes of the pollution include lack of financia
resources for the construction and operation of wastewater treatment plants with tertiary treatment capacity
in a number of Bulgarian towns, inappropriate agricultural practices, industrial pollution, and to alesser
extent to the present economic situation, low household incomes and poor financia situation of wastewater
companies. About 49% of all wastewater generated (including 43% of industrial wastewater) is discharged
directly into the environment without any preliminary trestment. Nationwide, half of the towns with
population of over 50,000, and about 75% of the towns with a population of over 10,000 people have no
wastewater treatment plants (WWTP). According to the TDA, Bulgaria contributes approximately 7,500
tons of N and 720 tons of P per year into the Danube. For the Black Sea, the numbers are significantly
higher: 2,480 tons of N and 693 tons of P from domestic sources, and an additiona 2,000 tons of N and
432 tons of P from its rivers flowing into the Black Sea. Wetlands, in turn, can result in retention and
recycling of nutrients found in surface water flows, and can offer cost-effective solutions for abatement of
nitrogen and phosphorus loads.

Biodiversity conservation and wetland restoration. Bulgariais one of the most biodiversity-rich countries
on the Danube. It isthe third richest European country from the point of view of animal and plant
diversity. The National Biodiversity Strategy (1994) as well as the National Action Plan for the
Conservation of the Most Important Wetlands (1995) have identified priority areas for conservation and
restoration of wetlands, including areas of international importance such as nesting sites of the Ferruginous
Duck and the endangered Dalmatian Pelican. In its efforts to develop a wetlands strategy consistent with
EU directives on habitats and the protection of wild birds, the Government has faced opposition from some
loca community members who do not always appreciate the importance of wetlands for conserving
globally significant biodiversity, for maintaining water quality, flood control and a variety of other
environmental services. In general, public opinion has favored the draining of wetlands for other land uses
-- Government’ s policy from the 1950s to the 1980s.

Protected areas management. Activities related to nature protection are regulated by the Environmental
Protection Law, Forestry Law, the Protected Area Law (PAL), and the Hunting Law. While the PAL
stipulates procedures to prepare protected areas management plans, development of these plans will require
the integration of biodiversity conservation with economic development with a participatory planning
process. Similarly, in order to gain acceptance from poor local communities to reduce pressure on nature
resources, there is a clear need to identify and implement aternative income generating activities, to



undertake awareness raising programs, and to have park administrations proactively foster sustainable
economic activities within the project region.

Government Strategy. Bulgaria s strategy for nutrient reduction, biodiversity protection and agriculture
and rura development has the following objectives:

e Compliance with the EU Water Framework Directive. The country will be required to achieve "good
status’ for the al surfaces waters — measured not only by the water quality of its water bodies, but also
by the healthy functions of natural water ecosystems (including transboundary river basins).

e Compliance with the EU Habitats and Birds Directives. The country is required to establish a network
of effective protected areas covering representative habitats which will become part of the European
Nature 2000 network of protected areas upon EU accession.

e  Fulfill obligations under severa international agreements to which the county isasignatory. The
country has committed itself to implement the Strategic Action Plans of the Black Sea and Danube
Conventions, which includes participating in the development of acommon Danube River Basin
Management Plan in the framework of the Danube Convention. Efforts to restore water quality and
water ecosystems are aso relevant to the Ramsar Convention on Wetlands of International |mportance,
especially as waterfowl habitat, encouraging sustainable development and wise use of natural resources
in wetland areas. The Danube wetland complex within the project sites is the most representative of
riverine wetlands and of international importance for waterfowl habitat.

e Achieve sustainable rural development. The National Agriculture and Rural Development Plan
2000-06 aims for sustainable rural development consistent with the best environmenta practices, and
calsfor the promotion of environmentally-friendly farming and environmental protection.

Recent and Planned Government Actions. The Government of Bulgaria has demonstrated a commitment
to improving nature protection and water quality.

Water quality and management. In 1999, the Bulgarian Parliament adopted a new Water Act that reflects
to alarge extent the requirements of the EU Water Framework Directive. The Water Act includes the
elements on the planning, study and management of the national and river basin levels and the
administrations that will be established to carry out these management responsibilities. It introduces a
more integrated approach to water management based on river basin principles -- to ensure common
management of surface and groundwater according to quality and quantity, in order to achieve sustainable
use and protection of waters, water ecosystems, and wetlands. Implementation of the Water Act requires
institutional changes and new skillsto carry out modelling, planning and increased monitoring.

Investments in point-source pollution. The government has planned investments from the National
Environmental Protection Fund for a small number of priority wastewater treatment plans, identified
according to a set of criteria. Virtualy all cities on Danube tributaries are included in the National
Program for priority construction of urban wastewater treatment plants for cities above 10,000 inhabitants.
Financial resources, however arefar from sufficient to cover investment costs. Nutrient reduction
investments are not addressed specifically by the plan. The Government will rely heavily on grants or soft
loans from international donors for the construction of wastewater treatment plans, in particular the EU
pre-accession funds -- Instrument for Structural Policies for Pre-Accession (ISPA). The high operation
and maintenance costs, which are rarely financed from outside sources, is a constraint for the
implementation of this program. Hence the government is very interested in looking at low-cost



technol ogies such as wetland restoration as a means of reducing nutrient loads and meeting water quality
standards.

Wetland restoration for biodiversity conservation and nutrient reduction. The Government recognizes the
multiple benefits of wetland restoration: first, as away to decrease transboundary pollution; second, as a
means of preserving globally significant biodiversity; and third, as a possible source of revenue for local
communities living in the poorer regions of Bulgaria. By restoring the spawning grounds for fish, the
expectation is that the locd fishing industry will make a comeback.

3. Sector issuesto be addressed by the project and strategic choices:

The WRPRP will extend and deepen the ongoing Government actions by addressing the following issues:

e Undertaking an innovative and potentialy high-impact wetland restoration program which combines
conservation of biodiversity values, nutrient reduction, and sustainable management and use of aquatic
resources.

e Developing opportunities for promoting protected areas management and sustainable use of natural
resources that is politically and financialy justified and socially sustainable.

e Helping develop a program for nutrient reduction strategy in the Danube/Black Sea Basin consistent
with new policies and legidation.

e Developing capacity of farmersto use environmental-friendly agriculture practices and resources
management.

e Building national, regiona and local capacity in assisting the GoB in meeting its international
obligations on transboundary pollution and biodiversity conservation.

e Fully integrating interventions that address transboundary pollution and global benefits with efforts
towards complying with EU environmental acquis, in particular those requirements related to EU
Water Framework Directive and Directives on Habitat and Protection of Wild Birds.

e Moving towards compliance with EU environmental acquis.

Originaly considered a candidate for a Learning Innovation Loan (LIL), a strategic choice made before
proceeding with project preparation was to carry out the necessary technical, socia and environmental
studies for wetlands restoration during preparation -- resulting in alonger preparation period.

C. Project Description Summary

1. Project components (see Annex 2 for a detailed description and Annex 3 for a detailed cost
breakdown):

The project will assist the Government of Bulgariato: (i) restore critical priority wetlands in the Danube
river basin and make use of the wetlands in riparian zones as nutrient traps; and (ii) promote protected
areas management and the sustainable use of natural resources, through management planning, monitoring
of water quality and ecosystem health, public awareness/participation programs and environmental
education. Although the project only directly addresses the restoration of selected priority wetlandsin
Bulgaria, these activitieswill play a critical demonstration role within the region, promoting nutrient



reduction investments in other parts of Bulgaria and neighboring countries. The table below summarizes

the project cost estimates by component.

Indicative Bank % of GEF % of
Component Sector Costs % of financing Bank financing GEF
(US$M) Total (US$M) | financing (US$M) | financing
1. Wetlands Restoration Natural Resources 5.02 37.8 0.00 0.0 343 45.7
Management
2. Protected Areas Natural Resources 7.37 55.5 0.00 0.0 3.38 45.1
Management Management
3. Project Coordination, Institutional 0.89 6.7 0.00 0.0 0.69 9.2
Management and Monitoring | Development
Total Project Costs 13.28 100.0 0.00 0.0 7.50 100.0
0.00 0.0 0.00 0.0 0.00 0.0
Total Financing Required 13.28 100.0 0.00 0.0 7.50 100.0

The following paragraphs provide a brief description of each component:

Component 1: Wetlands Restoration (Total: US$5.02 million, GEF: US$3.43 million, Other Donors
(TBI): US$0.76 million, GoB: US$0.83 million). The most innovative aspect of the proposed project,
this component -- if successful -- has a high replication value throughout Bulgaria and the region. In the
initial phase of this component, 2,340 ha of former marshes will be restored in two aready identified sites,
Belene Idand within Persina Nature Park and Kalimok/Brushlen Marshes within Kalimok/Brushlen
Protected Site, to demonstrate the use of wetlands as nutrient sinks. Additional sites are expected to be
identified and restored later during project implementation. Selection criteriafor these additional sites will
include: ecological potential, floodplain type, current land use, and nutrient reduction potential.

The GEF funds will finance consultancy services for the elaboration of detailed engineering designs,
baseline surveys, and the supervision of construction as well as the civil works themselves for the two
already identified sites. The civil works will include both construction and rehabilitation activities of small
infrastructure which will regulate water flows through the wetlands at the Belene Island and
Kalimok/Brushlen sites -- allowing for controlled flooding that optimizes nutrient trapping, biodiversity
restoration, fish production while minimizing the risk of impacts to agricultural areas.

Grant support is being sought to finance activities related to the second set of wetland sites to be restored
under the project: consultant services for additional site identification, pre-feasibility and feasibility studies,
design of restoration activities, and the necessary civil works (including the supervision of their
congtruction). Other than the two Sites already selected for restoration under the Project, the Bulgarian
"National Action Plan for the Conservation of the Most Important Wetlandsin Bulgaria' (1995) as well as
the UNDP/GEF/WWF "Evaluation of Wetlands and Floodplain Areasin the Danube River Basin" (1999)
have identified other critical wetland sites in need of restoration and protection based on predominately
their biodiversity value. The Project will assist the GoB to undertake a re-assessment of identified priority
wetlands, using a broader range of criteria developed as "lessons learned” from the preparation phase of the
original two restoration sites, such as nutrient-uptake potential and marginal cost (linking to the Nutrient
Reduction Strategy Guidelines Component) as well as socia indicators (current land-use and ownership
patterns).



Component 2: Protected Areas Management (Total: US$7.37 million, GEF: US$3.38 million, EU
PHARE: US$1.59 million, Austria: US$0.38 million, Farmers and Municipalities: US$0.15 million,
GoB: US$1.87 million). This component will support the next step towards the sustainable resource
management and protection within the two protected sites, Persina Nature Park (22,000 ha) and
Kalimok/Brushlen Protected Site (6,000 ha). Starting with the preparation of protected areas management
plans at the two sites, the component will then move on to support the implementation of priority actions
identified within the management plan framework. Both the wetlands restoration and protected areas
management regimes will integrate needs of the local communities with the biodiversity objectives of the
two protected areas. This component will include: (i) the development of protected areas management
plansin Persina Nature Park and Kalimok/Brushlen Protected Site; (ii) the implementation of priority
actionsidentified in these plans, including the management of the restored wetlands and surrounding land
(including the operation and maintenance of the flood control infrastructure), establishment of a
contingency relief fund, establishment of afarmer transition support fund to assist farmers make the
trangition to economic activities compatible with conservation objectives and sustainable use of natural
resources, and the provision of technical support for development of “green” business; (iii) strengthening
monitoring programs for water quality, biodiversity, socio-economic indicators, and health risks within the
protected areas, (iv) a public awareness and environmental education program, including a small grant
scheme for activities that promote biodiversity conservation; (v) ingtitutional strengthening for entities
responsible for land/water management to ensure sustai nable management of the restored sites and
surrounding landscape; and (vii) developing strategic guidelines to support the preparation of a nation-wide
nutrient reduction strategy.

The GEF funds will finance consultancy services for the preparation of nutrient reduction strategy
guidelines, development of the contingency relief and farmer transition support funds; study tours and field
visits to exchange experiencesin protected areas and wetlands management and sustainable devel opment;
formal training courses on wetlands restoration and management, protected areas management, and
sustainable use of natura resources; equipment needs for the operation and maintenance of the restored
wetlands and the two park administrations; civil works for the construction or rehabilitation of the park
infrastructure (administration and visitor center(s), trails, interpretation points); the demarcation of park
boundaries; and the organization of field visits to disseminate project progress. In addition, the GEF will
capitalize the small grant scheme for biodiversity conservation, and the contingency relief and the farmer
transition support funds.

A parallel project (entitled Integrated Management Planning and Administrative Capacity Building for
Protected Wetlands Areas) to be financed by EU PHARE through its National Environmental Program and
the Government of Bulgaria (thereafter the PHARE project), will provide technical assistance for the
elaboration of protected areas management plans in Persina Nature Park (PNP) and Kalimok/Brushlen
Protected Site (KBPS), the environmental education program, and the strengthening of institutions relevant
to protected areas and wetlands restoration. In addition, the PHARE project will finance consultant
services for the design and supervision of the monitoring system as well as the training of Bulgarian
techniciansto use it; training of protected areas administration staff, local authorities, local communities,
and NGOs on issues relevant to protected areas management; elaboration of operational rules, procedures
and fund-raising plans for the park administrations; elaboration of sustainable natural resources use
programs. As part of this project, the Ministry of Environment and Water will finance the supply and
installation of the equipment needed for the monitoring system.

The Austrian Government, through the Ministry of Foreign Affairs, will provide financia support to the

Russe Business Support Center (BSC) for Small and Medium Enterprises to support the development of
green-business proposal's compatible with sustainable use of natural resources and biodiversity
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conservation. The BSC with its two information centers in the project sites will target its support to rural
and urban clients located within the boundaries of the protected areas. The Austrian Government will
finance consultancy services to carry out feasibility studies of "green business' concepts and ideas. In
addition to advice on business plan development, three forms of financial support will be provided: a
machine leasing fund program, asmall loans fund program, and an investment fund program to foster the
development of "green” small- and medium-size enterprises.

Component 3: Project Coordination, Management and Monitoring (Total: US$0.89 million, GEF:
US$0.69 million, GoB: US$0.20 million). This component will support a Project Coordinating Unit
(PCU) within the Ministry of Environment and Water (MoEW) in Sofiawith field staff located in Persina
Nature Park and Kalimok/Brushlen Protected Site to coordinate, manage and monitor the activities under
the project. The PCU will have full responsibility for procurement, financial management, and
disbursement related to the activities funded by the GEF grant; financial management reporting of overall
project; monitoring/evaluation and reporting of overall project progress implementation; coordination with
the Russe BSC and the PHARE-Unit within the MoEW responsible for project activities supported through
paralel financing; and coordination with central ministries and their regional and local branches. Two
full-time Local PCU Liaison Officer (to be funded by the project) will facilitate procurement of project
related goods, works and services, coordination, and reporting of project implementation at the local level.
The Local PCU Liaison Officers will provide assistance to the protected areas administrations and will be
hosted within their premises. The project will provide funds to meet salaries and fees of the PCU staff and
technical advisors; incremental operating expenses of the PCU; engage consultants to design and install a
monitoring program for the evaluation of project impacts; engage consultants to carry out impact
evaluation studies over the life of the project; and to finance auditing services over the life of the project.
The project will aso provide funds for an initia project launch workshop, followed by two procurement
workshops, and other workshops over the project period.

2. Key policy and ingtitutional reforms supported by the project:

As discussed in the Section B.3, the GoB has made considerable efforts in developing laws and regulations
covering water resources, natural habitats and protection of wild birds, and harmonizing them with EU
directives. The last Regular Report on Bulgaria of the European Commission points to the necessity of
strengthening the efforts for transposition of acquis related to nature protection as well as the need for
concrete implementation measures. Implementation of transposed legidation is considered a very weak
aspect in the approximation process. The Project will assist the GoB to strengthen the administration at the
national, regiona and local levels for the practical implementation of transposed EU legidations -- such as
the adaptation of improved ingtitutional structures and procedures, increased management capacity, and the
standardization of monitoring and reporting procedures.

Improved cooperation between relevant agencies and different levels of government in the areas of
planning, programming, monitoring, and control processes is paramount to reaching compliance with the
EU environmental directives. The project will help improve coordination between the central, regional and
local governments, local communities, and municipalities on issues such as land use policy and
development planning; raise inter-sectoral and public awareness about the need to integrate environmental
and socio-economic development objectives; and help devel op processes to better involve the public in the
decision-making process related to not only project activities but also sustainable resources management
within the project sites.

3. Benefitsand target population:
The proposed project will bring about global, national and local benefits.
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At the global level, benefits will accrue through the reduction of transboundary pollution into the Danube
River and the Black Sea. Based on arecent technical assessment of the nutrient trapping capacity of the
wetlands to be restored in Belene Iland and Kalimok/Brushlen marshes, between 218-810 tons of nutrients
and 23-37 tons of phosphorous could be reduced annually. This accounts for approximately 5% of
Bulgaria stotal nutrient contribution to the Danube. The primary beneficiaries from the demonstration of
nutrient reduction benefits in the Danube are Bulgarians living downstream from the wetlands, other
downstream riparians, and the littoral states of the Black Sea who will benefit from cleaner water.
Significant global biodiversity benefits are also expected. The wetland complexes and related protected
sites are of international importance as a nesting place of the Ferruginous Duck (Aythya nyroca) and
Damatian Pelican (Pelecanus crispus). Habitats for migratory birds and a variety of endangered species
will be enhanced and improved. The Project is also expected to have demonstration effects that would in
time allow the restoration and management of additional wetlands along the Danube and Black Sea region.

At the regional level, Bulgaria and other riparian countries will benefit from collaborative efforts to share
experiences on the use of wetlands as nutrient sinks and protected areas and wetlands management, develop
regional natural resources management strategies and regional tourism opportunities, to promote
international and local tourism, and carry out joint training and monitoring program. At the national level,
Bulgariawill benefit from improved ecosystem productivity within PNP and KBPS; improved agricultural
productivity due to better agriculture practices, progress towards compliance with EU directives, and
increased capacity of existing central, regional and municipal ingtitutions to protect and manage the
Danube coastal |andscape (protected areas, wetlands/aguatic ecosystems).

At the local level, the main beneficiaries will be communities who will benefit from increased fishery
production, and those downstream from the wetlands who will enjoy cleaner water. Fishing has
traditionally been the mainstaple for communities along the Danube, but the deterioration of water quality
and the destruction of breeding sites for fish has deprived a significant part of the local population from
their main historical source of food and living. Where 60 years ago 5,000 fishermen operated in the aress,
now only 60 remain. The restoration of the wetland sites is expected to increase fish populations and hence
increase local fishermen'sincomes. Fish production is estimated to reach between 800-1,000 kg in Belene
Island and 4,500-5,000 kg in the Kalimok marshes, compared to the present situation where these marshes
have virtually no fish fauna. Farmers can also benefit from more efficient agricultural practices, such as
the management of organic waste, improved grazing practices, crop rotation, and the sale of organic
produce. Thisisturn will trandate in income increase. Small- and medium-size entrepreneurs interested in
establishing "green" businesses compatible with biodiversity conservation objectives and sustainable use of
natural resources will be provided with technical and financia support to develop and implement their
ideas, fostering private sector development and creating new job opportunities. Loca institutions, namely
protected areas administrations and regiona environmental inspectorates, will be strengthened.

The private farmers and rural householdsin PNP and KBPS are the primary beneficiaries of the project.
However, the proposed project will have larger geographic impacts. It is a demonstration project that may
be replicated in other areas of Bulgaria as well as other Danube/Black Seariparian countries.
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4. Ingtitutional and implementation arrangements:

Project Steering Committee. During Project preparation, the MoEW coordinated the establishment of a
high level Project Steering Committee (PSC), which served as the principal forum for addressing
inter-sectoral issues relevant to project preparation activities. The PSC, which worked well during project
preparation, will continue operating through out project implementation and will be responsible for
providing overal project oversight, advice and a bridge between the various agencies and ministries --
ensuring coherence between the Project and existing/planned activities of the various agencies. The PSC
will also help to resolve any issues which may arise during implementation. The PSC comprises
representatives from the MoEW, MoAF, Ministry of Justice, Ministry of Economy, Ministry of Health,
Ministry of Labor and Social Policy, Ministry of Regional Development and Public Works, municipalities
within project sites, and NGOs. The Minister [or authorized Deputy Minister(s)] of the Ministry of
Environment and Water will continue chairing the PSC, with the PCU serving as Secretariat. The
Government will re-appoint the PSC to review project progress, advise and assist in resolving obstacles to
project implementation.

L ocal Consultative Councils (CCs) in Persina Nature Park and Kalimok/Brushlen Protected Site.
The Management Concepts for both establishment of the protected areas suggest the establishment of local
Consultative Councils (CCs) at the two protected areas sites to: (i) discuss issues and formulate proposals
concerning the state of the park and its development; (ii) coordinate and ensure the compatibility of the
management plans with regional economic development plans; (iii) ensure the interests of the local
communities are represented during both the planning and implementation of the protected areas
management regimes; (iv) discuss annual plans and accounts about activities of the park administrations
for the implementation of the protected areas management regimes; and (v) assist in searching for funding
sources for financing nature-protection activities compatible with the management regime. Specific
functions will be listed in the Operational Manuals of the CCs. Apart from providing oversight and
reinforce coordination at the local level during the preparation of the protected areas management plans, the
local CCs can aso serve as a permanent mechanism for conflict-resolution of natural resource management
issues within the protected area landscape. Studies carried out during the preparation stage suggested the
potential composition of the local CCs: representatives from the regional administrations, the Regional
Forestry Board, the Regiona Inspectorates of Environment and Water, municipalities, Forestry Units,
scientific and academic institutions and NGO, unions of land and forest owners, and local media. The
studies also suggested to appoint the Park Director as the chairman of the local CC with the functionsto
convene and organize the work of the local CC, to sign proceedings and other documents related to the
work of the local CC, and to implement the local CC recommendations. Although, the PIP describes the
general functions, recommended representation and chairmanship of the CCs, the specific functions will be
listed in the Operational Manual of the CCs. Care should be observed in the fina selection of the
chairmanship of the CCs so as to avoid creating conflict of interest situations. The project will support the
establishment of these local CCs at the two project areas to advice the MoEW and the protected areas
management administrations on protected areas management, to improve the usefulness of the investments
and to ensure that local stakeholders opinions and concerns are heard during the management planning and
implementation process. Throughout the Project, the Government will ensure the maintenance of the local
CCsto oversee and reinforce co