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Submission Date:      08/21/08
 Re-submission Date: 10/24/08
	Expected Calendar

	Milestones
	Dates

	Work Program (for FSP)
	N/A

	GEF Agency Approval
	12/2008

	Implementation Start
	01/2009

	Mid-term Review (if planned)
	06/2011

	Implementation Completion
	12/2013


part i:  project Information                                               

GEFSEC Project ID:      





gef agency Project ID: P102395
Country(ies): Croatia
Project Title: Coastal Cities Pollution Control (APL2)
GEF Agency(ies):  FORMDROPDOWN 
, 
Other Executing partner(s): Hrvatske Vode (HV)
GEF Focal Area(s):  FORMDROPDOWN 
 FORMDROPDOWN 


 FORMDROPDOWN 
,  
GEF-4 Strategic program(S): SP2 - Reducing Nutrient Over-enrichment and oxygen depletion from land-based pollution of coastal waters in LMEs consistent with the GPA
Name of parent program/umbrella project:  WB-GEF Investment Fund for the Mediterranean Sea LME Partnership
A. Project framework  (Expand table as necessary)
	Project Objective:  Improve the provision of efficient and sustainable wastewater services in participating coastal municipalities and reduce the nutrient load entering Croatia coastal waters (Adriatic Sea) from, and pilot innovative wastewater treatment solutions in, selected municipalities.

	Project Components
	Indicate whether Investment, TA, or STA**
	Expected Outcomes
	Expected Outputs 
	GEF Financing*
	Co-financing*
	Total ($M) 1/


	
	
	
	
	($M)
	%
	($M)
	%
	

	1. Wastewater investments
	Investment
	Investments in wastewater collection, treatment and disposal systems in participating cities
Reduction in nutrient loads of 50% in four medium-size municipal discharges
	Construction, expansion and rehabilitation of waste water collection treatment and disposal systems in 30 coastal medium-size municipalities
Construction enhanced nutrient reduction plants and submarine outfalls in four pilot sites
	5.55
	3 
	174.4
	97 
	179.95

	2. Institutional Strengthening
	TA
	HV develop a comprehensive plan for improving wastewater services
HV is able to better target TA to poor performing MWSCs
	Technical assistance for the implementation of the Water Management Strategy
Improved financial and operating efficiency of MWSCs
	0.35
	2 
	8.1
	98 
	8.45

	3. Seawater quality monitoring
	Investment and TA
	Seawater quality monitoring system in HV and MEPPC is improved and expanded to participating cities

Increased knowledge on the relative advantages, costs and impact of alternative treatment technologies
	Scientific data on the ecological impact on receiving waters and biota



Dissemination activities (workshops, publications,  including knowledge  management and IW:LEARN activities)

Management plan for marine areas receiving the discharge of treated effluents
	0.4
	5 
	8
	95 
	8.4

	4. Project management  and M&E ***
	Annual reporting on key indicators using the GEF4  IW Tracking Tool
	0.10
	 3
	1.5
	97
	1.6

	Total Project Costs
	6.4
	
	192
	
	198.4


           *    List the $ by project components.  The percentage is the share of GEF and Co-financing respectively to the total amount for the component.

        ** TA = Technical Assistance;  STA = Scientific & technical analysis.
*** In the Project Document, these costs are included in Component 2. Approximately $300,000 is budgeted for M&E activities, of which $100,000 from GEF.
B.  Financing Plan Summary For The Project ($ M)
	
	Project Preparation* 
	Project 
	Agency Fee
	Total at CEO Endorsement
	For the record:
Total at PIF

	GEF 
	0
	6.40**
	0.576
	6.976
	6.976

	Co-financing 
	0.40
	192
	
	192.40
	39.90

	Total
	0.40
	198.40
	0.576
	199.376
	46.92


          *  Please include the previously approved PDFs and PPG, if any.  Indicate the amount already approved as footnote here and if the GEF 
            funding is from GEF-3.  Provide the status of implementation and use of fund for the project preparation grant in Annex  D.    
** US$ 2 million under GEF-3 (available from first installment of first tranche of the Med. Inv, Fund approved in August 2006) and US$4.4 million under GEF-4 (second installment of first tranche approved in Dec 2006). Agency fee calculated as follows: $0.180 (9% of 2M) + $0.396 (9% of 4.4M)

C.   Sources of confirmed Co-financing,  including co-financing for project preparation for both the PDFs and PPG.
        (expand the table line items as necessary)
	Name of co-financier (source)
	Classification
	Type
	 Amount ($M)
	%*

	Government Contribution
	 FORMDROPDOWN 

	Cash
	96.0
	50

	IBRD
	Implementing Agency
	Loan
	96.0
	50

	Total Co-financing
	192.0  
	100%


        *  Percentage of each co-financier’s contribution at CEO endorsement to total co-financing.
D.  GEF Resources Requested by Focal Area(s), Agency(ies) or Country(ies)
	    GEF Agency
	Focal Area
	Country Name/

Global
	(in $)

	
	
	
	Project Preparation
	Project 
	Agency

Fee
	Total

	 FORMDROPDOWN 

	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	 FORMDROPDOWN 

	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	Total GEF Resources
	     
	     
	     
	     


      *  No need to provide information for this table if it is a single focal area, single country and single GEF Agency project.

E.  Project management Budget/cost
	Cost Items
	Total Estimated person weeks
	GEF

($)
	Other sources ($)
	Project total ($)

	Local consultants*
	740
	100,000
	1,250,000
	1,350,000

	International consultants*
	66 
	
	250,000
	250,000

	Office facilities, equipment, vehicles and communications**
	
	     
	     
	     

	Travel**
	
	     
	     
	     

	Total
	     
	100,000
	1,500,000
	1,600,000


      *   Provide detailed information regarding the consultants in Annex C.

       **  Provide detailed information and justification for these line items.              

f.  Consultants working for technical assistance components:

	Component
	Estimated person weeks
	GEF($)
	Other sources ($)
	Project total ($)

	Local consultants*
	1150
	560,000
	2,240,000
	2,800,000

	International consultants*
	300
	240,000
	960,000
	1,200,000

	Total
	1450
	800,000
	3,200,000
	4,000,000


*  Provide detailed information regarding the consultants in Annex C.

G.  describe the budgeted m&e plan:  Hrvatske Vode (HV) or Croatia Waters will continue to be responsible for monitoring the progress of APL2 sub-projects and the overall Program.  The detailed arrangements for M&E including indicators are included in the Project Document Annex 3, and in the Operational Manual of the project management unit.  HV will continue its reporting to the Bank in semi-annual progress reports.  Based on experience in Phase I, monitoring and evaluation by HVJP will be strengthened to include the annual financial and operational monitoring of the municipal and water sewerage companies (MWSCs) and the impact of the project, in addition to the monitoring of physical progress.  Cooperation with municipalities to monitor the progress on sewerage connections will be strengthened.  The monitoring and benchmarking system to be developed in HV will provide more systematic data on MWSC performance and on the performance of sub-projects. The total budget for M&E activities is estimated at $300,000 1/3 of which would be financed by GEF ($100,000). The budget would cover the cost of one international consultant for 15 weeks ($56,000) and one local consultant for 140 weeks ($245,000) to carry out lab tests, data collection, evaluation and reporting of key monitoring indicators. The breakdown by co-financier is as follows:

	Key Outcome Indicators
	GEF


	Co-financing

	Waste water treatment indicators (first 5 outcome indicators in the monitoring arrangements table in Annex 3 of the Project Document)
	
	100%

	Pollution and nutrient loads indicators
	50%
	50%

	Knowledge sharing and dissemination of nutrient reduction treatment technologies
	100%
	


part ii:  project justification

A. describe the project rationale and the expected measurable global environmental benefits:  The proposed Project is fully consistent with the Global Environment Facilities (GEF) Strategic Program "Reducing Nutrient Over-enrichment from Land Based Sources" under GEF's International Water (IW) focal area.  The Project will help build capacity and collective adoption of higher treatment options – for a limited number of sites (4) – through its support for national/local actions to reduce land-based inputs of nitrogen and other pollutants and is consistent with agreed transboundary action programs (such as the Mediterranean Action Plan). The Project is being developed within the Investment Fund of the Mediterranean Partnership supported by GEF, UNEP and the World Bank, and is thus consistent with the strategy the Partnership supports.  This includes the incorporation of nutrient reduction into national and local strategies.  The project is also fully consistent with the nine eligibility criteria for funding from the Investment Fund for the Mediterranean Sea Large Marine Ecosystem Partnership.  In addition, the rationale for involvement relates to the Bank’s continuing presence in the wastewater sector in Croatia and more generally in the ECA region and beyond.  The GEF builds on the second phase of the APL and adds the tertiary level treatment component which otherwise would not be done.  The core rationale for choosing the 4 project towns are:

· A very strong local willingness to invest into wastewater treatment, mainly driven by the expectation that this investment will assist a positive local economic development;

· The GEF investment is only incremental to Bank loan and local / government finance, with the main burden of investment into the project wastewater treatment plants (WWTPs) still being covered by Croatia;

· The project will include different process technologies for the enhanced removal of nutrients from wastewater. Thus it can have a many-sided demonstration effect in Croatia and elsewhere in the Balkans;

· By combining WWTPs of different size it becomes possible to develop a project with relatively low overall abatement cost for the reduction of nutrients;

· Rounding off and further support of other on-going GEF activities in the Neretva region.  

The selection criteria for the technologies to be tested/implemented under the project are: 

· efficiency of technology in meeting pollution reduction targets (BOD, SS, P, N), i.e., average expected removal efficiency

· cost of technology to meet target, and cost/kg nutrient removed.  This will also be calculated both on the capital costs, operation and maintenance costs, and the entire lifecycle costs

· ability of MWSC to finance counterparts funds (for debt service) and O&M costs;

· capacity of MWSC to operate the WWTP

· availability of public land, and ability, and cost, of purchasing private land;

· sludge disposal options;

· In as much as possible, we would like all 4 WWTP to use different technologies.

The full rationale for GEF intervention and the global environmental significance of the project are detailed in Annex 15 of the Project Document.

B. Describe the consistency of the project with national priorities/plans:  The proposed Project is fully consistent with the Program adopted by the Croatian government for the improvement of treatment and disposal of municipal wastewaters on the Adriatic coast.  The Project follows the same approach adopted by the Program, based on a gradual implementation of treatment technologies decided upon by an asessment of the efficiency and impact on the absorbtion capacity of the receiving waters.  Sustainability of the proposed investments is also guaranteed through the use of the same mix of financing formula used throughout the program and the adoption of program surcharges and fees by the corresponding municipalities, as a condition of eligibility to participate in the Program. The proposed incremental investments from GEF are consistent with Croatia's National Action Plan (NAP) for Mitigation of Pollutant Emission and also consistent with the Strategic Action Plan for the Reduction of Pollution of the Mediterranean from Land-based Sources (SAP-MED) prepared by the contracting parties to the Barcelona Convention. The town of Cres is highlighted in the NAP as an urban area where wastewater is disposed of after mechanical pre-treatment and through submarine outfalls.  However, the pre-treatment facility is largely dysfuncional and clearly inadequate to meet required discharge standards.  The towns identified by the project for GEF support, while not the largest on the Adriatic Coast, would provide valuable lessons for the other smaller towns on the Adriatic and the Mediterranean shores.  
C. Describe the consistency of the project with gef strategies and strategic programs:  The proposed Project is fully consistent with GEF's Strategic Program 2 "Reducing Nutrient Over-enrichment from Land Based Sources" under GEF's International Water (IW) focal area.  The Project follows an ecosystem-based approach to assessment and management of land-based pollution and the resulting eutrophication of coastal areas. The Project is being developed within the GEF Strategic Partnership for the Mediterranean Sea Large Marine Ecosystem supported by GEF, UNEP and the World Bank, and is proposed for funding under the GEF-WB Mediterranean Partnership Investment Fund. The project is consistent with and support the Partnership goals. These include incorporation of nutrient reduction into national and local strategies, support of innovative investments and financing of municipal sector pollution reduction and the uses of a comprehensive approach  to strengthen the knowledge of  innovative treatment alternatives. The project is fully consistent with the nine eligibility criteria for funding from the Investment Fund for the Mediterranean Sea Large Marine Ecosystem Partnership, i.e., (i) the project focuses on hot spots and sensitive areas and responds to priorities identified by the Mediterranean Sea TDA and the two SAPs; (ii) the project responds to the priorities identified in the National Action Plan (NAP) or equivalent strategic documents endorsed by the requesting country; (iii) the project has secured adequate co-financing for non-incremental components; (iv) the project adheres to the principles of the GEF International Waters and/or Biodiversity Strategies, Operational Programs and Strategic Priorities and is formally endorsed by the country’s GEF Focal Point; (v) the project includes piloting and testing alternative methodologies and approaches that are innovative in the country context; (vi) the project can demonstrate on-the-ground impact and includes provisions and adequate financial resources for monitoring and evaluation activities, and specific indicators consistent with International Waters and Biodiversity frameworks; (vii) the project demonstrates high potential for replication within the country and the Mediterranean basin; (viii) the requesting country commits to the policy, legal and institutional reforms related to transboundary pollution reduction and coastal-marine ecosystem conservation supported by the project; and (ix) the requesting country is up-to-date on contributions to the Barcelona convention.   The strategic relevance of the proposed project is further described in Annex 15 of the project document.  
D. Outline the Coordination with other related initiatives: The coordination mechanism established under the GEF Mediterranean Partnership between the Bank-managed Investment Fund and the UNEP-managed regional technical assistance component is the vehicle for dissemination and knowledge sharing of the project progress and results with MAP, UNEP, the many partner agencies active in the Mediterranean region and the basin countries. The project will also participate in initiatives supported by the Partnership, MAP and/or GEF, such as IW:LEARN and regional events and conferences. Approximately 1% of the GEF grant has been set aside for knowledge management activities (under Component 3 of the project) including the establishment of a project website in accordance with the IW:LEARN guidelines and participation in GEF biennal international waters conferences.  The project will also be closely coordinated with the Neretva river basin management project, also funded by the GEF, that supports the joint management of the water resources between Bosnia and Croatia, and the Bosnia water quality project that addresses waste water pollution in the Bosnian watershed draining in the Mediterranean sea.
E. Describe the incremental reasoning of the project:    Baseline investments and monitoring will be provided by the Program already under implementation and by the APL2 to which the proposed Project is linked.  Baseline investments include not only those investments in the mechanical treatment and the construction of the outfalls in the towns where the GEF project will provide support (counterpart financing of Component 2), but also those investments in other localities where the Program will finance essential treatment and disposal infrastructure which represents the simple treatment base line option needed for comparison (Component 1).  The GEF grant would support only incremental levels of treatment, beyond those for which Government financing is planned.  The GEF grant would also support specific activities aimed at measuring ecological impacts, and dissemination activities, all incremental over the monitoring and assessment work the Program already supports (Component 3). The Project would have a significant leveraging impact as shown in the financing mix presented above.  Such leveraging would be even higher should the financing mix also include the operating and maintenance costs, which will all be borne by the participating water utilities.  The incremental reasoning is further detailed in Annex 15 of the Project Document. 
F. Indicate risks, including climate change risks, that might prevent the project objective(s) from being achieved and outline risk management measures:  The Project has two major implementation risks:  (i) technological risk related to the efficiency of the proposed investments to reduce nutrient discharges when operated in the limited capacity environment of medium-size localities; and (ii) financial risk associated to the potentially high operating cost of these treatment options when compared with simpler options used elsewhere under the Program.  The first risk will be mitigated through the detailed study of options using experiences already in place as well as by the monitoring and measurement activities the Program and Project include, which would allow for a rapid reaction and assistance to the corresponding water utilities in case of operational problems.  The second risk will be mitigated through the guarantee mechanisms the Program includes to secure adequate operation and maintenance of constructed infrastructure and through the public information campaign the program supports to rally public support to the investments. Risks associated with climate change during the life of the project are considered negligible. On the other hand, in the long term, climate change may impact the availability and quality of water resources. By supporting waste water treatment and more efficient use of water the project will contribute to mitigate some of the long-term climate change risks in the water sector. 
G. explain how cost-effectiveness is reflected in the project design:  The cost effectivenes of the Project will be calculated based on the unit cost of a kg of nutrient removed, as demonstrated by data from other countries. The three treatment technologies that would be piloted under the Project are those with higher cost-efficiency in the removal of nutrients from domestic wastewaters.  In addition, financial analysis was undertaken of five sub-projects: Cres, Hvar, Mali Losinj, Metkovic and Supetar.  Cres is representative of the GEF project sites.  For smaller subprojects, the financial rates of return of the investments are not high, which is to be expected in wastewater projects, given that they provide public services with considerable public good benefit.  Financial Rates of Return range from 5% to 6% and the project is designed such that the financing arrangements aim to ensure that the investment will cover the costs.  Sub-Loan and/or Sub-grant agreements are expected to be signed with about 30 MWSCs for wastewater investments and these agreements will include provisions that utility companies will raise the base tariff within socially affordable levels, to meet the increased operating and maintenance costs.  Adding the investment surcharge, and the assumed tariff increases due to increased O&M costs, the combined costs for water and sewerage are in the range of 1.7% and 2.4% of the available per-capita household income, which is below the EU affordability norm of 3.5%.  Therefore, the tariffs including the investment surcharge are affordable, based on EU norms. Further details are in Section IV and Annex 9 of the PAD. 
part iii:  institutional coordination and support
A.  Project Implementation Arrangement:   Hrvatske Vode (HV) will be responsible for implementing the GEF co-financing.  A Grant Agreement will be signed with MoF and project funds will be on-granted to HV for project implementation.  The GEF financing will be fully integrated into the Project and be implemented by HVJP.  In the sub-loan agreements, the grant allocation for MWSCs nominated for GEF financing will be detailed.  The implementation arrangements for the Project are very similar to APL1 except for one significant change.  The responsible agency for component 1, 2 and 3a was HV; however the project was implemented by a Special Purpose Subsidiary Company within HV called HV Jadranski Projekt (HV Adriatic Project, or HVJP).  During preparation of APL1 HVJP was envisaged to become an autonomous agency that could become a financial intermediary for both public and private funds to MWSCs.  During the implementation of APL1, while the performance of HVJP was satisfactory (as confirmed by an Independent Assessment commissioned by the Bank), HVJP did not become an intermediary for funds outside of HV.  During the preparation of APL2, HV informed that Bank that APL2 would be implemented by a Project Implementation Unit (PIU) within HV, but retain the name of HVJP.  However, it would no longer be a limited liability company.  
part iv:  explain the alignment of project design with the original PIF: 
 The project design remains fully consistent with the original PIF. 

part v:  Agency(ies) certification
	This request has been prepared in accordance with GEF policies and procedures and meets the GEF criteria for CEO Endorsement.

	[image: image1.png]



Steve Gorman

GEF Executive Coordinator

The World Bank
	Emilia Battaglini, GEF Regional Coordinator

Tel. and Email: (202) 473 3232

ebattaglini@worldbank.org
Michael Webster, Task Team Leader

Tel. and Email (202) 473 4146 mwebster@worldbank.org

	Date: October 24, 2008
	


Annex A: Project Results Framework

	Program Objectives 
	Program Outcome Indicators
	Use of Program Outcome Information

	The objective of the Program is to maintain the quality of Croatia's coastal waters to meet the applicable EU/national standards in participating cities.  
	· Percentage of samples from bathing areas in participating towns complying with applicable seawater quality standards.
	· Increase the potential for tourism by ensuring that high standards of seawater quality are monitored and adhered to. 

	Project Development Objectives
	Project Outcome Indicators
	Use of Project Outcome Information

	The objective of the Project is to improve the provision of efficient and sustainable wastewater services in participating coastal cities. 

The global environmental Project objective is to reduce the nutrient load entering Croatia's coastal waters from participating municipalities and pilot innovative wastewater treatment solutions.  


	· % of households in participating cities able to connect to wastewater services

· % of wastewater collected that is treated as per applicable legislation  

· Performance of participating MWSCs as measured by operating ratio, collection rate and debt service ratio 
· Reduction in pollution and nutrient load in cities with enhanced nutrient reduction facilities.
· Increased knowledge of alternative nutrient reduction wastewater treatment technologies
	· Assess progress  towards achievement of Program Objectives

· Assess achievement of Project Objectives to improve provision of wastewater services.

· Assess achievement of sustainability of MWSCs.

· Strengthen Croatia’s position in EU negotiations in terms of level of treatment required

	Intermediate Outcomes
	Intermediate Outcome Indicators
	Use of Intermediate Outcome Monitoring

	Component 1

Investments in wastewater collection, treatment and disposal systems in participating cities.  


	· Number of sub-loan agreements signed in participating cities

· Km of wastewater collection systems constructed

· Number of wastewater treatment plants commissioned

· Number of enhanced nutrient reduction plants commissioned
	· Assess progress in physical investments implemented under Project

	Component 2

HV develop a comprehensive plan for improving wastewater services on the coast.

HV is able to better target technical assistance to poor performing MWSCs


	· HV and municipalities submit projects to EU for financing

· Monitoring and benchmarking system is designed and operational

· Participating MWSCs analyzed and training tailored.  By end of Program, show improvements of MWSCs on indicators above
	· Advise government on Water Management Strategy and EU accession

· Strengthen Croatia’s potential to absorb EU funds in the sector and meet EU criteria.

· Improve the performance of MWSCs and learn from each other.

	Component 3

Seawater quality monitoring system in HV and MEPPPC is improved and expanded to participating cities
	· Number of participating cities in which seawater quality monitoring system operational and baseline indicators in place prior to completion of construction
	· Assess achievement towards Program objective and start measuring environmental impact on bathing waters

	     


Annex B: Responses to Project Reviews (from GEF Secretariat and GEF Agencies, and Responses to Comments from Council at work program inclusion and the Convention Secretariat and STAP at PIF)

STAP review and World Bank response
Introduction

The GEF proposal relates to a valuable add-on to a larger Bank Loan funded proposal.  The proposed GEF-funded activities are sound and address a longer term goal of reducing nutrient and organic pollution of Croatian marine waters by introducing enhanced nutrient removal wastewater treatment plants.  These should have immediate local benefits and provide experience and demonstration sites for longer term extension of such technologies to all marine discharge sewage treatment works.

The PAD addresses the Bank loan and the GEF components together.  It is useful to be able to understand the GEF component in the broader context but in this case the GEF component being reviewed only becomes clear in the section on incremental cost analysis.  The PAD discussed five sites in some detail but only 2 of these Cres and Metrovik are GEF sites.  The other 2 GEF sites Porec and Opuzen are listed in several tables but not discussed in any detail outside the GEF Incremental cost paper. 

 WB Response: The PAD was revised to integrate further the GEF intervention into the project.  The sites discussed in the PAD are those 4 appraised out of 30 sites in the project.  The remaining sites, including Opuzen and Porec will be appraised and documented during implementation.

Scientific and technical soundness

The scientific and technical basis of the project is simple and sound.  It builds on an existing project that is working effectively. The GEF component proposes to apply and demonstrate appropriate existing technologies that have good potential for widespread application to reduce nutrient and organic pollution of Croatian marine waters. The broader PAD focuses on waste treatment from the perspective of bathing water standards.  These address human pathogen and health issues which are an obvious immediate priority and first step for a tourism based economy.  From the environmental and quality tourism perspective it would be appropriate for the combined PAD to articulate more clearly a medium to longer term strategy to move all treatment plants towards enhanced nutrient removal.  The major implication in this would probably be treatment plant site planning to allow a footprint for introduction of future treatment technologies.  
WB Response: The Government of Croatia is developing the longer term strategy for wastewater treatment as a step toward integration with the EU.  The proposed sites for GEF financing can provide a demonstrative effect in developing the strategy.
The social study reported in the PAD provides a sound basis for site selection on a robust assessment of community support and preparedness to engage.  This should support the role of the selected sites in demonstrating an advocating broader adoption of advanced nutrient treatment.

Global environment benefits and costs

The project proposes incremental investments from GEF that address objectives of Strategic Action Plan for the Reduction of Pollution of the Mediterranean from Land-based Sources (SAP-MED) prepared under the Barcelona Convention. It is an important step towards delivering clear global benefits by addressing a key element in a major source and potentially growing sources of nutrient pollution of the Adriatic and Mediterranean marine basins.  Marine pollution by nutrients and organic wastes that do not pose a threat to human health has been identified as an environmental issue of global significance.  In the Croatian context where tourism and related coastal residential and commercial development are major national economic drivers, national compliance with at least EU requirements in relation to nutrient and organic pollution is an important strategic national priority.  It will take some years to address this but the GEF demonstration sites should be an important demonstration and basis for extension within the next decade to all waste systems discharging to the Adriatic.   

The context of GEF goals and guidelines

The proposal clearly addresses the objectives of the reduction of nutrient pollution of the marine environment of the Croatian Adriatic

Regional Context

The project and the related loan program have high priority in the context of   national legislation and obligations under the environment acquis as a member of the European Union.  As noted earlier the proposal concerns incremental investments from GEF that address objectives of Strategic Action Plan for the Reduction of Pollution of the Mediterranean from Land-based Sources (SAP-MED) prepared under the Barcelona Convention. 

Replicability

The project is based on application and demonstration of waste water treatment methods that address nutrient pollution of marine ecosystems. In the short term the key issue for replication of the GEF component is understanding and acceptance by communities of the economic benefits – particularly in the context of tourism and associated development as major economic drivers - of reducing nutrient pollution from in order to maintain the natural amenity of the coastal marine environment.  The project design addresses the issues of public awareness, promotion of good practice and developing willingness to pay for environmental economic outcomes. 

Sustainability

The project is an important part of a larger context.  By providing demonstrations and contributing to public awareness, it should contribute materially to the development of the national program for prevention of pollution of Adriatic coastal waters.  

Contribution to future strategies and policies

Success with this project will contribute to the broader adoption of waste management practices and to meeting Croatia’s commitments under the environmental acquis of the European Union.

Secondary Issues

Linkages to other programmes and action plans are adequately identified.

Involvement of stakeholders

The proposal builds on the experience of the first phase (APL 1) which includes a substantial social study and public engagement program. The sites selected for the GEF component of the proposal were selected substantially on the basis of public awareness and willingness to engage in and pay for waste treatment to reduce coastal marine pollution.  

Risk assessments

I am not familiar with the field operating situation but note that the GEF component is part of a much larger package.  The risks seem to be reasonably discussed and I concur with the assessments

Costs

Subject to the qualification above, the amounts and relativities of funding proposed for the various components appear reasonable.

Conclusion

This is a soundly designed and important catalytic project.  The GEF components of the proposal address the important issue of reducing nutrient pollution of coastal waters.  They are based on the solid experience of APL1 and sites selected substantially on the basis of a good understanding of public awareness and support for program objectives. They are directly linked government policy and legislation and to national commitments in relation to the environmental acquis of the European Union. I recommend that it should proceed.  

R A Kenchington

4 July 2008
Comments from UNIDO and World Bank response
UNIDO is currently implementing the project "Transfer of Environmental Sound Technology in the South Mediterranean Region" (MED-TEST)  as part of a larger scale UNEP GEF project "Strategic Partnership for the Mediterranean Large Marine Ecosystem" (GEF Project ID: 2600). MED-TEST is a replication of the GEF-funded project "Transfer of Environmentally-sound Technology (TEST) to Reduce Transboundary Pollution in the Danube River Basin", designed and executed by UNIDO between 2001 and 2004 in five countries of the Danube River Basin (Bulgaria, Croatia, Czech Republic, Hungary, Romania) (GEF Project ID: 867). We believe that there are strong potential links/synergies between component 3 of this proposed WB project and the UNIDO MED-TEST components. We therefore suggest that some formal operational links between these components of the two projects should be established.

WB Response: Linkages between the UNIDO TEST project and investment projects under the WB-GEF Mediterranean Sea  Investment Fund are ensured through the coordination and replication mechanism established under the UNEP GEF Regional Component of the Strategic Partnership for the Mediterranean Sea LME of which the World Bank is a key partner. Specifically to the proposed Croatia Coastal Cities Pollution project it should be noted that while the TEST project focuses on industrial pollution,  the WB-GEF project deals solely with municipal sources of water. Moreover, the size of municipalities that serve as demonstration sites is relatively small, therefore very limited if no industrial pollution will be targeted under the proposed project.

Comments from GEFSEC at CEO endorsement and World Bank Response
29th of August 2008 (C.Severin):

The 1% budget line for learning issues, including indicators, have not yet been included in the project framework in the Request for CEO Endorsement. The indicators included in the project framework are very broad and not easy to roll up, but this is compensated in Annex A to the Request for CEO Endorsement. This information is very useful and will facilitate that the project will be able to roll up its impacts. Still, please include wording supporting that the project will not only reduce nutrients, but more specifically N, P and BOD reduction), that will enable rolling up these results of the project.

WB Response: Under component 3, budget provision has been made for dissemination, learning and knowledge management activities including IW:LEARN (please see Part I, Section A of the CEO endorsement request).  The learning activities will be tracked under the project M&E via the 5th project outcome indicator (please see Annex A, Project Results Framework).
As per Annex 3 of the PAD, the arrangements for results monitoring includes a reduction of 50% of N and P. The WB team will propose to include BOD as an indicator during project negotiations with the government. 
September 4, 2008 (I.Zavadsky):

Although in Part II, chapter G three treatment technologies are mentioned, the criteria for selection of them at demo sites are missing.

WB Response: The core rationales for choosing the suggested four project towns are described in Part II A. of the CEO endorsement request and in paragraph 185 of the as follows:

· A very strong local willingness to invest into wastewater treatment, mainly driven by the expectation that this investment will assist a positive local economic development;

· The GEF investment is only incremental to Bank loan and local/government finance, with the main burden of investment into the project WWTPs still being covered by Croatia;

· The Project will include different process technologies for the enhanced removal of nutrients from wastewater – thus it can have a many-sided demonstration effect in Croatia and elsewhere in the Balkans;

· By combining WWTPs of different size it becomes possible to develop a project with relatively low overall abatement cost for the reduction of nutrients; and

· Rounding-off of other on-going GEF activities in the Neretva region

29th of August 2008 (C.Severin):

The section on cost effectiveness describes how the project will measure the cost of removing Kilograms of nutrients. It does not really touch upon how and why the project design is cost effective.
WB Response: As per Section IV A. Economic and Financial Analysis of the Appraisal Summary of the PAD, financial analysis was undertaken of five sub-projects: Cres, Hvar, Mali Losinj, Metkovic and Supetar.  Cres is representative of the GEF project sites.  Summaries of the financial analyses are in Annex 9 of the PAD.  For smaller subprojects, the financial rates of return of the investments are not high, which is to be expected in wastewater projects, given that they provide public services with considerable public good benefit.  Financial Rates of Return range from 5% to 6% and the financing arrangements aim to ensure that the investment will cover the costs.  

The overall tariff for water and wastewater is currently in the range of 1.6% to 2.0% of the available per-capita household income in Croatia. For the purposes of this project, the level of the investment surcharge has been determined and agreed among the Government, HV and the municipalities (up to a maximum 4 HRK/m3), to support the project financing.  Sub-Loan and/or Sub-grant agreements are expected to be signed with about 30 MWSCs for wastewater investments and these agreements will include provisions that utility companies will raise the base tariff within socially affordable levels, to meet the increased operating and maintenance costs.  Adding the investment surcharge, and the assumed tariff increases due to increased O&M costs, the combined costs for water and sewerage are in the range of 1.7% and 2.4% of the available per-capita household income, which is below the EU affordability norm of 3.5%.  Therefore, the tariffs including the investment surcharge are affordable, based on EU norms.

Part II, Section G has been revised to include this information.

29th of August 2008 (C.Severin):

Yes, the funding levels according to the Request for CEO Endorsement is appropriate. Annex C however, outlines weekly amounts up to $5000 which is higher than the allowed maximum per week to be funded by GEF.

WB Response: These amounts have been rationalized.  However it is important to note that for international consultants and consulting firms, it is expected that the majority will be paid in Euros, which could account for the slightly higher estimated weekly rate quoted in US$. (Please see Annex C).

29th of August 2008 (C.Severin):

Annex A of the Request for CEO Endorsement and Annex 3 in PAD outlines a detailed set of indicators to be used in the process of monitoring and evaluating on the project performance. However, a budget M&E plan can not be found and should be included.

WB Response: The GEF contribution of US$100,000 to the project management budget line will be dedicated specifically to funding the M&E for the project. Part I, Sections A, G and E  have been revised to incorporate this budget allocation.
     
14th of October (C. Severin)

The selection criteria for the technologies to be tested/implemented is missing. 

WB Response: Selection criteria were added in the endorsement memo (Part II:A) and in Annex 15 of the PAD as follows: 

The selection criteria for the technologies to be tested/implemented under the project are: 
· efficiency of technology in meeting pollution reduction targets (BOD, SS, P, N), i.e., average expected removal efficiency

· cost of technology to meet target, and cost/kg nutrient removed.  This will also be calculated both on the capital costs, operation and maintenance costs, and the entire life cycle costs

· ability of MWSC to finance counterparts funds (for debt service) and O&M costs;

· capacity of MWSC to operate the WWTP

· availability of public land, and ability, and cost, of purchasing private land;

· sludge disposal options;

· In as much as possible, we would like all 4 WWTP to use different technologies.
Further, please include wording (on pp 27, 28 in the PAD) supporting that the project will not only reduce nutrients (as a percentage), but more specifically N, P and BOD reduction in Kg or Ton, that will enable rolling up these results of the project and make them comparable to other project results.

WB Response: Pollution reduction was added as key outcome indicator in the result framework (endorsement memo Annex A and (page 27 of PAD) and specific indicators for BOD, N and P were added to the monitoring arrangement table (page 30. As the reduction in pollution loads in absolute terms will be confirmed only once the feasibility study has been completed and the technology chosen, the PAD is now providing only estimates as follows (see Table 20 page 83):

	Main parameters
	Avg. expected daily pollution load
	Avg. expected annual flow
	Avg. expected annual load reduction

	
	Influent to 4 WWTP
	Effluent from 4 WWTP
	
	

	
	[kg/d]
	[kg/d]
	[m3/y]
	[tons/y]

	BOD5
	1,944
	20
	1,773,900
	702

	Suspended Solids (SS)
	2,268
	13
	
	823

	Nitrogen total (TN)
	356
	80
	
	101

	Phosphorus total (TP)
	58
	10
	
	18


Please be a little more specific in the wording on the IWLEARN issues and include wording such as: "the project will set up a website in accordance with the IWLEARN guidelines". Thank you.

WB Response: Suggested wording has been added in the endorsement memo (Part 2 D)

The Project framework now includes funds $100K for the M&E plan. But the actual budgetted M&E plan can still not be found. Please include this.
WB Response: Additional information is provided as a footnote to the Project Framework and in Part 1: G of the endorsement memo.

[…} pay specifically attention to making sure that the project logframe includes a schedule for annual reporting on the GEF 4 IW Tracking Tool.

WB Response: Annual reporting using the GEF 4 IW tracking tool has been added as output of M&E activities in the Part 1: A Project Framework of the endorsement memo.
Annex c: consultants to be hired for the project
	Position Titles
	$/

person week
	Estimated person weeks
	Tasks to be performed

	For Project Management
	
	
	

	Local
	
	
	

	Procurement/engineering
	1750
	540
	Draft bidding documents, review technical specification to ensure GEF issues are included, participate in bid evaluation, award of contract and supervision

	Financial Management
	1750
	200
	Disbursement, financial management, payments to contractors with separate accounting for GEF, loan, and local funds

	International
	
	
	

	Engineer/Technical/

Environmental Specialist
	3750
	66
	Review and advice on technical design and environmental impact

	
	
	
	

	For Technical Assistance
	
	
	

	Local
	
	
	

	Engineering firm
	2500
	400
	Project preparation, feasibility studies, final design and preparation of bidding documents, supervision

	Public Information Firm
	2000
	150
	Dissemination, information and knowledge sharing, design and implementation of public information campaigns, including special purpose gatherings and information

	Environmental Monitoring Specialists
	2500
	600
	Preparation of environmental monitoring studies, implementation and supervision

	     
	     
	     
	     

	International
	
	
	

	Engineering Firm
	4000*
	130
	Project preparation, feasibility studies, final design and preparation of bidding documents, supervision

	Public Information Firm
	4000*
	45
	Dissemination, information and knowledge sharing, design and implementation of public information campaigns, including special purpose gatherings and information

	Environmental Monitoring Specialists
	4000*
	125
	Preparation of environmental monitoring studies, implementation and supervision


 * For international consultants and consulting firms, it is expected that the majority will be paid in Euros, which could account for the slightly higher estimated weekly rate quoted in US$.
Annex d:  status of implementation of project preparation activities and the use of funds

No PPG was used for this project.

A. explain if the ppg objective has been achieved through the ppg activities undertaken.   
B. describe if any findings that might affect the project design or any concerns on project implementation.       
C. provide detailed funding amount of the ppg activities and their implemtation status in the table below:
	Project Preparation Activities Approved
	Implementation Status
	GEF Amount ($)
	Co-financing
($)

	
	
	Amount Approved
	Amount Spent To-date
	Amount Committed
	Uncommitted Amount*
	

	     
	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	     
	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	     
	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	     
	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	     
	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	     
	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	     
	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	     
	 FORMDROPDOWN 

	     
	     
	     
	     
	     

	Total
	
	     
	     
	     
	     
	     


        *  Uncommitted amount should be returned to the GEF Trust Fund.  Please indicate expected date of refund transaction to Trustee.
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