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1.INTRODUCTION

1.1. ldentification

Objective concerned: Convergence

Eligible area concerned: NUTS I: Czech Republic — CZ(Q
Operational Programming period: 2007-2013
Programme Programme number (CCI): 2007CZ161P0O006

Operational Programme
Environment

Annual Reporting year: 2007

Implementation Date of approval of the Annual
Report Report by the Monitoring 23 June 2008
Committee:

Programme title:

1.2.  Processing of the Annual Report

The 2007 Annual Report of the Operational Prograremeronment was processed by the
Managing Authority — Department of EU Funds of Mimistry of Environment of the Czech

Republic. This Annual Report was approved per nollzy the Monitoring Committee of the

OP Environment on 23.6.2008. When processing th@7 28nnual Report of the OP

Environment, the Managing Authority followed thequ&ements for its physical content,

which are defined in Article 67 of Council Regutati (EC) No 1083/2006, and it also
followed the structure of the annual and the freglorts, which is defined by Annex XVIII of

Council Regulation (EC) No 1828/2006, as well ag ftnhstructions by the National

Coordination Authority.

The aim of this report is to summarise the basiormation about the implementation and
the progress of the OP Environment in the CzechuRlépin 2007. The Annual Report also
summarises and describes the status of the OPdanvent as of 31 December 2007. As this
Is the initial phase of the programme’s implemeatatthe content of the report has been
simplified. With the programme implementation gralfijyy getting under way, the Annual
Report of the OP Environment will focus more on gnegress within the framework of the
individual priority axes.

1.3. Introduction to the OP Environment

The Operational Programme Environment (hereinaéirred to as the OP Environment) is
one of the sector programmes of the Czech Repapfcoved by the European Commission
for the 2007-2013 programming period. The OP Emvirtent is focused on improving the
quality of the environment and thus also the healththe population. It contributes to
improving the state of the air, water and soil,ohess the issues of waste and industrial
pollution, and supports the care of landscape haditilisation of renewable energy sources
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and building the infrastructure for environmentalageness. The OP Environment was
prepared by the Ministry of the Environment purguanResolution of the Government of
the Czech Republic No 175 of 22 February 2006 dbggrthe proposal of the National
Development Plan of the Czech Republic for the 2B0¥3 period.

Link of the OP Environment to the NSRF

The OP Environment will contribute above all to fadilment of the strategic objective of
the National Strategic Reference Framework “Atix@cEnvironment”, namely through the
“Protection and Improvement of Environmental Qualjriority. Investments have a direct
influence on the quality of life of the populatiwithin the territory; they influence its health,
contribute to an increased attractiveness of thar@mment for investors by decreasing
external costs (negative impacts) and they conwibto the use of progressive,
environmentally-friendly and energy-efficient teclogies.

In addition, the OP Environment will contributett fulfilment of other strategic objectives:
the “Competitive Czech Economy” through establightonditions for entrepreneurship and
investments and reducing energy intense produciioth consumption of primary fossil
energy sources; the “Balanced Development of thidtdrey” by improving the conditions of
life and accessibility in disadvantaged regionsd dhe “Open, Flexible and Cohesive
Society” objective through creating high-qualitynddions for life and work.

The global objective of the OP Environment is environmental protectiord aquality
improvement as one of the basic principles of sougbde development. A high-quality
environment is fundamental to the health of theutajon of the state and enhances the
attractiveness of the territory for life, work amyestment. Consequences of the investment
attractiveness are not only an increase in emplaymegut also competitive sustainable
regional economic growth.

The strategic objective of the OP Environment is environmental protectiord ajuality
improvement as the basic principle of sustainabletbpment while meeting EC legislation
requirements in the environmental field as well raguirements ensuing from other
international commitments of the Czech Republic. Mgh-quality environment is
fundamental to the health of the population anthatsame time it contributes to enhancing
the attractiveness of the territory for life, wakd investment. The end result of investment
attractiveness is an increase in employment ancpettive sustainable economic growth in
particular regions. Environmental protection analdqy are also essential themes within the
framework of the implementation of the EU econorara social cohesion policy in the
2007-2013 programming period. Enhancing the attraieéss of member states, regions and
towns through improving their accessibility, ensgrian adequate quality and level of
services being offered and through maintaining ocréasing their potential in the
environmental field is one of the most importaneneénts of Community Strategic
Guidelines for the 2007-2013 perfod

The OP Environment provides the framework for preparing projects thay be co-
financed from the European Regional DevelopmentdF(lrereinafter referred to as the
ERDF) and the Cohesion Fund (hereinafter referoedst the CF), the global objective of

! Cohesion Policy in Support of Growth and Jobs: @umity Strategic Guidelines, 2007-2013 — COM
(2005) 0299, Brussels 05. 07. 2005
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which is to improve the state of specific enviromtad components and to support
sustainable development, long-term competitivermess employment within the framework
of the “Convergence of EU Economic and Social CameRolicy” objective.

The OP Environment consists®fpriority axes, which are further divided into areas of
intervention.

The basic structure of the priority axes within trmework of the OP Environment is
outlined in the following scheme.

PRIORITY AXIS AREA OF INTERVENTION

Reduction of water pollution
Improvement of
Priority water management
Axis 1 infrastructure and Drinking water quality improvement
CF reduction of flood
risks : .
Reduction of flood risks
Improvement of air quality
Priority Im_prove_ment of
: air quality and
AXis 2 .
CE reduction of Reduct f emissi
e eduction of emissions

Construction of new facilities and
modernisation of existing facilities
with the aim to increase the use of
renewable energy sources for heat

Priority Sustainable use generation, electric energy generation
Axis 3 of energy and for combined electric energy and
CF S(OlLlig=s heat generation

Realisation of energy savings and the
use of waste heat in the private sector

Improvement of
Priority waste management Improvement of waste management
Axis 4 and rehabilitation
CF of old ecological
burdens Rehabilitation of old ecological
burdens
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Reducing
Priority industrial pollution
AXxis 5 and environmentg Reducing industrial pollution
ERDF risks
Implementation and management of
Natura 2000 network
Support for biodiversity
Recovery of landscape features
Improvement
Priority of the state of .
Axis 6 _— Opt_lmlsatlon of the landscape water
ERDF landscape regime
Support for the regeneration of the
urbanised landscape
Prevention of landslides and rock
avalanches, monitoring of geofactors
and impacts of mining and extraction
activities and assessment of non-
renewable natural resources, includirjg
groundwater resources
Development of Development of infrastructure for th
infrastructure for implementation of environmental
Priority environmental education programmes, the provision
Axis 7 education, of environmental consultancy
ERDF consultancy and and environmental information
awareness
Technical assistance in preparing,
implementing, monitoring and
controlling the operations of the OP
Priority Technical Fnvirnnmen
Axis 8 assistance
CF Other technical assistance expenses
for the OP Environment
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1.4.  Description of the Basic Documents of the OP
Environment

The Programming Document
The Programming Document OP Environment was addpgdtie European Commission on
20 December 2007.

The Implementation Document

The Implementation Document follows the Programniggument of the OP Environment
as to the content and develops its programmingimies into a set of rules for implementing
and monitoring the programme at the priority axid area of intervention operational level.
The groups of possible beneficiaries for the paldic areas of intervention, orientation of
supported projects, indicators being monitored, etie specified within the Implementation
Document. The Implementation Document was createtl updated concurrently with the
Programming Document of the OP Environment. As df Becember 2007, the
Implementation Document was only a proposal. Apat@f the Implementation Document
was expected in 2008.

The Procedures Manual

The Procedures Manual for the OP Environment ioiat jManual for the Managing
Authority and the Intermediate Body. All activitiesarried out during the programme’s
implementation are described in the Manual. Th& fdition of the Procedures Manual for
the OP Environment was approved on 17 Septembét. 200

Directive of the Ministry of the Environment No @2 on submitting applications and
granting aid

The Directive for submitting applications into t@# Environment was issued on 29 June
2007. On 29 October 2007, Supplement No 1 to thedbve was issued which amends some
provisions and complements the Annexes to Diredtioe//2007.

Binding Instructions for Applicants and Complemegtinformation for Assistance
Beneficiaries

The instructions for beneficiaries are contained manual for processing project
applications, as are the rules for beneficiariesvedird orders to inform the public about their
award.
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2. OVERVIEW OF THE IMPLEMENTATION OF THE
OPERATIONAL PROGRAMME

2.1. Main Activities from the Beginning of the Programme

The Operational Programme Environment was approyetie European Commission on 20
December 2007. With regard to this fact, the progn@’s implementation was in its initial
phases in 2007. Before the approval of the OP,dalts were announced in areas that had
been negotiated with the EC and in which no modifons had been expected. The third call
was announced in close connection with the approfathe Operational Programme.
Through the end of 2007, no projects were approReding the first half of 2008, decisions
are expected to be issued and the first projectsigibe implemented.

2.1.1.Calls for Applications

2.1.1.1. The First Call for Applications

The first call for applications within the framewoof the OP Environment was announced
on 28 June 2007. The applicants could submit dygplications between 3 September 2007
and 26 October 2007 to the Intermediate Body, tla¢eSEnvironmental Fund of the Czech
Republic.

The orientation of the ' call
It was possible to submit projects within the fravoek of the Areas of Intervention:
1.1,1.2,2.1,233.1,3.2,4.1, 4.2 and 7.1.

The first call was focused mainly on non-businegsying entities. Applications from all
eligible entities were collected in Priority Axisahd in Area of Intervention 4.1

2.1.1.2. The Second Call for Applications

The second call for applications within the framekvaf the OP Environment was
announced on 29 October 2007. The applicants caulddnit their applications between 19
November 2007 and 31 January 2008 to the InterrreedBady, the State Environmental
Fund of the Czech Republic and to the Regional c@sfi of the Agency for Nature
Conservation and Landscape Protection of the CReglublic.

The orientation of the 2" calll
The call was focused on improving the state of matnd landscape. It was possible to
submit applications within the framework of all aseof intervention of Priority Axis 6.

2 At the time the first call was announced, the sl of areas of intervention was based on
the draft version of the OP Environment. In the rappd OP Environment, area of
intervention 2.3 was included into area of inteti@n?2.2.
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The call was intended for the applicants from ragjdowns and municipalities, institutions
receiving contributions from the state budget, estahterprises and state organisations,
universities, civic associations and public benefitporations, legal and natural persons —
entrepreneurs and non-entrepreneurs.

2.1.1.3. The Third Call for Applications

The third call for applications within the framewasf the OP Environment was announced
on 21 December 2007.

Within the framework of the'3call, applications for Priority Axis 1 and Prigrif\xis 3 were
accepted. Acceptance of applications within Pryofikis 1 was expected between 3 March
and 5 May 2008, the acceptance of applicationghfermajor projects was expected to be
continuous.untill 19 December 2008. Within Priortyis 3, applications were accepted from
21 December 2007 to 31 January 2008.

The orientation of the 3° call
The call was announced for the following Areasraéivention: 1.1, 1.2 and 3.2.

It was possible to submit project applications ofEtUR 25 million and also major project
applications over EUR 25 million. Within Area oftémvention 3.2, it was possible to submit
project applications only for implementation of tledevant measures in schools and school
facilities.

2.2.  Achievement and Analysis of the Progress

With regard to the initial phase of the operatiopalgramme, no project applications were
approved in 2007. As a result, the following tabtdsvalues of the indicators and of
the financial progress contain zero values.

2.2.1.Physical Progress of the Operational Programme

Table No 1: Indicators at the Programme level

Indicator

. Quantification
ype Unit of Data
EU code Indicator title T F
measure source : arget Achievement
NC(|j_| Baseline 2015 2007 Total
code
Reduction of
Impact emissions of t (.:OZ . i
Core 30 greenhouse gases equiv. per| MoE 13.923 13.501 0 0
2102 00 (CO,equiv. and kt capita/year
Pollution over- 0
Impact exposure of % of the MoE 66 60** 0 0
2117 00 population to high population (2005)

10
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concentrations of

PMo
Weight of
discharged
Result CEl 20 613
23 11 00 pollutants for t/year (CSO) (2005) 18 000 0 0

sources subjected
to charges- COR

* Data for 2004 (the data for 2005 are not yet dahie). For the Core 30 — Reduction of emissions of
greenhouse gases indicator, a reduction of 3 %jmeeted.

*x The target level of 60 % of the population ofetPollution over-exposure of population to high
concentrations of PMindicator is reached only with the contributiontbé OP Environment.

2.2.2.Financial Progress at the Programme level

In 2007, no projects were approved, therefore rawihg of funds occurred. Therefore, all
the data in the following table are zero. In addifino advance payments were received in
2007.

Table No 2: Priority Axes based on sources of finaing (EUR)

Expenditure

paid out by the Expenditure Total
beneficiaries C . paid by the body
: . orresponding ; payments
included in ; responsible for .
payment claims pu_bllc_ making received
contribution from the
sent to the payments to the o
: . Commission
Managing beneficiaries
Authority
Priority Axis 1
- CF type expenditure 0 0 0 0
Priority Axis 2
- CF type expenditure 0 0 0 0
Priority Axis 3
- CF type expenditure 0 0 0 0
Priority Axis 4
- CF type expenditure 0 0 0 0
Priority Axis 5
-rERDF type expenditure 0 0 0 0
Priority Axis 6
ERDF type expenditur 0 0 0 0
Priority Axis 7
ERDF type expenditu 0 0 0 0
Priority Axis 8
- CF type expenditure 0 0 0 0
Grand Total 0 0 0 0
ESF type expenditure
in the grand total
where the programme 0 0 0 0
is co-financed by the
ERDF
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2.2.3.Information about the Breakdown of the Use of Funds

In the following table, categorisation of the atmise of the OP Environment for the 2007-
2013 period, including the anticipated EU contrbutis mentioned. This categorisation
stems from the approved OP Environment.

Table No 3:Priority themes

Theme 2 Theme 3

Theme 1 Form of Territor EU contribution
Priority theme f : y (EUR)
inancing type

06 —Assistance to small and medium

enterprises for the promotion of

environmentally-friendly products and 01 01,05 158 614 627

production processes

12 —Information and communication

technologies 01 01,05 11 030 239

39 —Renewable energy: wind 01 01,05 18 129 385

40 -Renewable energy: solar 01 01,05 54 388 155

41 -Renewable energy: biomass 01 01,05 235682 275

42 -Renewable energy: hydroelectric, geoth 01 01,05 54 388 155

and other

43 —Energy efficiency, cogeneration, energy 01 01,05 565 383 317

management

ais;tl(\e/lanagement of household and industrial 01 01,05 520 258 572

45 - Management and distribution of water 01 01,05 400 661 221

(drinking water)

46 —Water treatment (waste water) 01 01,05 1 344 8@8 83

47 —Air quality 01 01,05 252 317 000

47 - Integrated prevention and pollution 01 01,05 160 647 006

control

50 —Re_habllltatlo_n of industrial sites and 01 01,05 256 246 759

contaminated soll

51 —Promotion of biodiversity and nature

protection (including the Natura 2000 project) 01 01,05 599 423 825

53 —Risk prevention 01 01,05 100 165 305

75 —Educational infrastructure 01 01,05 42 452 678

85 -I_Drepara_ttlon, implementation, monitoring 01 01,05 94 518 433

and inspection

86 —Evaluation and studies; information

and communication 01 01,05 48691 314

Total - Town 01 01 1898 854 137

Total — Rural areas 01 05 3019012961
Total 4917 867 098

Note: Codes under Annex Il, part A, Commission Retign (EC) No 1828/2006

2.2.4.Assistance by Target Groups

Within the framework of the OP Environment, speadiention is paid to regions with
concentrated state aid as defined by the adoptgm e Development Strategy of the Czech
Republic for the 2007-2013 period in accordancé idbvernment Resolution No 560 of 17
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May 2006. When evaluating the project applicatidhgese regions are given an advantage
through point bonuses.

2.2.5.Assistance Repaid or Re-used

In 2007, no financial resources were repaid.

2.2.6.Qualitative Analysis

2.2.6.1. Analysis of the Achievements

With regard to the approval of the Operational Paogme towards the end of 2007, no
project applications were approved in 2007. Howgeudensive promotion of the OP and
various applicant training sessions took place.réaginterest in the support from the OP
Environment showed itself during the first thredscthat were announced in 2007.

The Administration of Project Applications

Within the framework of the *icall for applications, which was terminated in 20845
applications were accepted (i.e. approved fronfdhmal and acceptance aspects and passed
on for subsequent evaluation). Financial resoutcgslling CZK 11 492 million were
requested, i.e. EUR 441.91 million. Approval of fhrejects was expected in 2008. The other
two calls were not terminated until 2008.

2.2.6.2. The Contribution of the OP Environment to the Horizontal
Objectives, Fulfilment of the Partnership Agreemens and the
Lisbon Strategy

Equal Opportunities (Article 16 of Council Regulation (EC) No 1083/2006)

The Operational Programme has been drawn up in&wedly as to guarantee the principles
of equal opportunities for men and women and ofegannon-discrimination for all the
proposed areas of intervention within the framewalrkhe programme. Equal opportunities
between men and women in their social and profeasidevelopment, equal opportunities
irrespective of race, ethnic origin, religion orndview, physical disability and the like are
an important element of the social dimension ofanable development.

The OP Environment, by its very nature, is not alyetargeted at the issues of equal
opportunity. Nevertheless, the concept of equalodppity is rigorously applied here and
throughout the programme’s implementation, no thsicration based on gender, race or
ethnic origin, religion or worldview, physical dlsfity, age or sexual orientation will occur.
When evaluating the projects’ applications, itssessed whether a specific project will have
a positive or neutral influence on equal opporiasit
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Sustainable Development (Article 17 of Council Redation (EC) No 1083/2006)

The Operational Programme is highly focused on thain theme of sustainable
development. It particularly concerns the reductbenergy intensity, introducing new, and
at the same time environmentally friendly techn@egand support for environmental
education, consultancy and awareness.

Both horizontal themes represent crosscutting atkas permeate throughout the entire
strategy of the Operational Programme.

The Partnership Agreement(Article 11 of Council Regulation (EC) No 1083/2006

Close cooperation with the other public authorjtiesn-governmental organisations and the
European Commission is achieved through the aiesvivf the Monitoring Committee, the
members of which are representatives from the Mo SEF, representatives from other
Ministries (e.g. MRD, MIT, MoF, MoT, MoA), delegaterepresentatives of regions,
representative of the Office of the Government,resentatives from non-governmental
organisations, and others. In addition, represeeatirom the European Commission and
representatives from the EIB and EIF may parti@pat the Monitoring Committee’s
proceedings.

In connection with the fulfilment of the partnergtprinciple, an important function in the
implementation structure is performed by the RegfioMvorking Groups, which are
established at the level of all NUTS Il regionstire Czech Republic. The members of the
Regional Working Groups are representatives froenrdgional administration, MoE, SEF
and, as the case may be, from other ministries.Régional Working Groups provide their
opinions of the accepted applications accordinthéoregional division, namely with respect
to their compliance with the development prioritta®l needs at the regional level.

Expenditures Associated with the Lisbon Programme

The Czech Republic is aware of the importance adrapetitive EU and the importance of a
cohesion policy for support of the Lisbon Programrre connection with the tentative
allocation of resources from the funds for eaclegaity stated in the OP Environment, only
approximately 22.32 % of Community support will déocated to Lisbon expenditures. The
reason for this relatively low allocation of resces for Lisbon expenditures is on the one
hand the fact that many environmental activitiesp@rticular energy efficiency) classified as
a Lisbon expenditure will be implemented within fin@mework of other programmes, and
on the other hand the fact that the OP Environmrargt satisfy the requirements for regional
development, in particular in the area of wateatireent, pollution, protection of biodiversity
and air quality, which do not necessarily havedcalassified as a Lisbon expenditure.
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Table No 4: Expenditures associated with the LisboRrogramme

EU contribution

Code Title (EUR)
06 Assistgnce to small gnd medium-sized enterpris@&promotion 158 614 627
of environmentally-friendly products and productjmocesses
12 Information and communication technologies 11 030 239
39 Renewable energy: wind 18 129 385
40 Renewable energy: solar 54 388 155
41 Renewable energypiomass 235 682 275
42 Renewable energy: hydroelectric, geothermal aneroth 54 388 155
43 Energy efficiency, cogeneration, energy management 565 383 317
Total 1097 616 153
Share of the total EU contribution 22.32%
2.3. Information about Compliance with Community Law

2.3.1.Competition Rules

The resources that are provided for implementing pmogrammes financed from the
Structural Funds and from the Cohesion Fund ardiqgudnd as such are subject to their
respective regulations concerning public suppane basic rules for the granting of public
support are found in Articles 87 to 89 of the Tyesdtablishing the European Community, in
the wording of the Treaty of Lisbon amending thedfy on European Union (hereinafter
referred to as “the Treaty ).

In implementing the OP Environment, great emphasiglaced on all financial operations
complying with the Treaty, and the instruments addpn accordance with this Treaty in the
area of competition.

For each instance of support requested within taméwork of the OP Environment, it is

assessed whether it is by its character subjedhd¢oconditions of public support. The

character of support is always assessed both frenviewpoint of the specific project (i.e.

from the viewpoint of the estimated investment, ¢hg infrastructure being built and the
economic activity related to it) and from the viemmqt of all the applicant’s activities in the

relation to the market. It is necessary to answerdquestion whether the implementation of
the specific project might influence competitione.i whether it can impact potential

intentions, opportunities and bottom line of thelagant’s competitors in the given market.

Consideration of the issue of public support is fingt step in the process of fixing the
amount of assistance within the framework of the E?®Rironment. The rules for granting
public support within the framework of the OP Ewwviment follow the generally valid
regulations. Each project is subject to an indigidassessment. The individual assessment
will particularly be used in cases where the applicwill be a different body than state
administration or self-government authority. If theoject is subject to the conditions of
public support, the amount of assistance will beemeined on the basis of a regulation
relevant for the given kind of project. It can bgpected that this amount will be significantly
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lower than the maximum possible assistance levelilated in accordance with the general
rules of the Operational Programme.

If there is a suspicion of a breach of the comyetitules, these operations will be referred to
the Office for the Protection of Competition of tBeech Republic, which is the central state
administration authority ensuring compliance witimpetition rules.

2.3.2.Public Procurement Procedure

Public procurement within the framework of all thedies within the implementation
structure of the OP Environment follows Act No 13106 Sb., on Public Procurement, which
is in compliance with European Community legislatidhe act regulates the area of public
procurement in the Czech Republic in a comprehensiay, namely in connection with the
new EC legal regulations in this area, includirensposition of Directives 2004/17/EC and
2004/18/EC into the Czech legal code. This forrmaae modern, flexible and simple legal
framework for public procurement.

The main principles of the Act are derived from theeaty establishing the European
Community and from the above mentioned Directiv€94217/EC and 2004/18/EC. In
particular, the following principles are concerned:

=  transparency,

" prohibition of discrimination,

. equal treatment,

" mutual recognition and proportionality.

The instructions for beneficiaries concerning pubdiontracts are a part of “Binding
Instructions for Applicants and Complementing Imf@tion for Assistance Beneficiaries”. In
addition, “The Methodology for Public Procurememidar Act No 137/2006 Sb., on Public
Procurement” and “The Methodology for Public Presuent Financed from EU Sources”
were also issued for the beneficiaries.

One of the conditions for drawing funds from the BlWdompliance with the duties stemming
from the legislation of public contracts. Assistarmeneficiary compliance with the duties
stipulated by the relevant legal regulations in #vea of public contracts is subject to
inspection by the SEF. Compliance with these duisesn the assistance beneficiaries’
interest, for the ascertained breach of duties widisposing of the granted funds may be
evaluated as a budgetary discipline breach andamiasequently lead to the duty to return the
granted funds (the duty of a funds levy). For thesasons, the SEF recommends that
assistance beneficiaries closely follow complianegh “The Methodology for Public
Procurement under Act No 137/2006 Sbh., on Publiciement” and “The Methodology for
Public Procurement Financed from EU Sources”, whighavailable at www.opzp.cz. In case
of funds awarded outside the Act, the beneficiaaes obligated to respect the Binding
Instructions for the Applicants issued by the SEF.

For public procurement within the framework of Temal Assistance, the Managing
Authority must act in accordance with Directivetbé MoE No 15/2007 on the procedure for
public procurement under Act No 137/2006 Sb., omlieuProcurement, as well as the
Procedures Manual for the OP Environment. The mméeliate Body follows its internal
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methodological instructions, which are in compliarweith Act No 137/2006 Sb., on Public
Procurement, and also according to the Procedueasi® for the OP Environment.

2.3.3.Environmental Protection

EC policy in the area of the environmental protattprovides the basic model for the OP,
which is reflected clearly in the formulation ofsitglobal objective. Adoption of the
sustainable development principles and of envirartadgrotection and improvement are the
basic preconditions for the implementation of depetent activities with a regional, national
and European impact. The environmental aspectesept one of the principal criteria for
selecting projects. Emphasis is placed on maintgirand renewing natural resources,
environmental risk prevention, environmental sibibf the landscape, raising of the
population’s environmental awareness and increasinegyy involvement in the decision-
making process in such a way that the principles soétainable development and
approximation to EU standards will be respectedpkasis is placed on the observance of
“the polluter-pays principle “.

In the international context, the Operational Pangme mainly follows:
- The Plan of Implementing the World Summit on Sustble Development,
- The European Union Sustainable Development Strategy
- The 6" European Community Action Programme for the Envinent,
- The Lisbon Strategy,
- The EU thematic strategies,
- The Community Strategic Guidelines.

In connection with EC legislation in the area ofvieotnmental protection, above all,
compliance with the directive on the protectiorhabitats, wild fauna and flora (92/43/EEC),
the directive on the protection of bird wildlifeq/A09/EEC), the directive on the assessment
of the effects of certain public and private prtgeon the environment — EIA (85/337/EEC)
and the directive relating to the assessment andagament of environmental noise
(2002/49/EC) are concerned. A project will not bported within the framework of the OP
Environment, for which the EIA assessment, if thisy is required by Act No 100/2001 Sb.,
on Environmental Impact Assessment, as amendedubseguent regulations, will not be
carried out. At the same time, projects with aahlgimg EIA opinion will not be supported.
The entire Operational Programme will also be sutbpto the SEA process.

2.3.4.Regional Policy

Regional policy is taken into account in the impéeation structure mainly by the activity of

the Regional Working Groups, where project applicet are considered from the viewpoint
of the particular regional needs and also by thelirement of the representatives of regions
in the Operational Programme committees (the Margpgnd Monitoring Committees).

The regional aspect is also taken into accountndutihe evaluation of individual project
applications, special attention is paid to therdgén of regions with concentrated state aid
for the 2007-2013 period, as adopted by Resolwfdhe Government of the Czech Republic
No 560 of 17 May 2006 on the Regional Developmerat&gy of the Czech Republic. The
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structurally affected and economically weak regiamsl regions with high above-average
unemployment are found here.

In 2007, no cases of inconsistency with the Europ€ammunity legal regulations were
noted.

2.4.  Significant Problems Encountered and Measures Taken
to Overcome Them

Since the approval of the OP Environment, i.e. f@irDecember 2007 to the end of 2007, no
significant problems were encountered.

2.5. Changes in the Context of the Operational Programme
Implementation (if relevant)

Since the approval of the OP Environment, i.e. f@drDecember 2007 to the end of 2007, no
legislative changes or unexpected facts occurratviiould affect the implementation of the
Operational Programme.

2.6.  Substantial Modification pursuant to Article 57 of
Regulation (EC) No 1083/2006 (if relevant)

With regard to the approval of the OP in Deceml@)72and to the fact no projects were
approved, no substantial modification under Artigteof Regulation (EC) No 1083/2006 was
noted.

2.7. Complementarity with Other Instruments

2.7.1.Links of the OP Environment to the Other Financial
Instruments of the Community

European Agricultural Fund for Rural Development — EAFRD

Within the framework of the Rural Development Peogme and the Managing Authority
(the Ministry of Agriculture), projects in rural eas will be financed from the European
Agricultural Fund for Rural Development with empisaglaced on landscape maintenance in
agricultural and forest management, protection afews and water resources, some projects
relating to the protection of natural resourcegjrenmental protection and compensation in
connection with the implementation of the Natur@@8ystem.

In conformity with the NSRF, the demarcation lirefsthe European Agricultural Fund for
Rural Development are defined as follows:
* In the area of renewable energy sources, agrialltemtrepreneurs are supported
within the framework of EAFRD;
* In the area of water management infrastructurestcoction and modernisation of
water supply and sewerage system networks includiagte water treatment plants,
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for agglomerations with less than 2 000 populatmuivalent (PE), support from
EAFRD is granted for projects, except for speciglptected areas as defined in
the OP Environment;

* In the area of other technical infrastructure depelent, which would concern waste
management, no projects will be supported fromRbeal Development Programme;

* In the area of water management measures in thisdape, land adaptations are
supported within the framework of EAFRD where tlesistance beneficiaries are
Land Offices;

* In the area of forest management, the bodies caimguisusiness in forests of private
persons and municipalities are supported withirfittsmework of EAFRD.

European Fishing Fund — EFF

In accordance with the NSRF, the demarcation laféke European Fishing Fund are defined
as follows:
* In the area of pond management, water reservogssapported within the EFF in
accordance with Article 29 of the Regulation on EFF
* In the area of fish migration routes, legal ergitege supported within the framework
of the EFF whose income is derived from busineswites performed under their
own name, at their own responsibility and risk;
* In the area of spawning locations for fish, wheperations of eligible expenses do not
exceed CZK 1 million, they are supported within BEAFRD.

The OP Environment is not linked with any other fiidncial instruments, such as the EIB,
EAGF etc.

2.7.2.Setting the Technical Interface of the OP Environmast and the
other Operational Programmes

Regional Operational Programmes

The OP Environment has several links to the Regi@perational Programmes. Within the
area of brownfields the OP Environment will suppgbidse operations that will contribute to
remediation of the contaminated locations. Sholmdldcation not be contaminated seriously,
revitalisation may be supported from the Regiongkftional Programmes or within the
framework of the OP Enterprise and Innovation. Télevant department of the MoE will
assess, whether the location is contaminated orQurations in the area of public greenery
carried out in towns and in rural areas, which supgiodiversity within the urbanised
environment, will be financed from the Regional @penal Programmes. The OP
Environment solves the other environmental aspects.

Thematic Operational Programmes

The link to the OP Enterprise and Innovation existgshe area of brownfields, where it
depends on the fact whether the location is comarad seriously or not, which is assessed
by the MoE. Further, there is a link to supporttive area of energy efficiency. Business
entities will be supported from the OP Enterprisd nnovation. In the area of air protection,
aiming to reduce emissions and improve air quatitg, projects oriented primarily on the
environmental protection will be supported from @i Environment.
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From the OP Technical Assistance the activitie$ balfunded, which will be realised for all
operational programmes without any difference. Thechnical Assistance within the
framework of the OP Environment is intended for #pecific needs of this Operational
Programme.

Within the framework of energy savings there is¢his a link to the Integrated Operational
Programme, which is, however, set in completelfed#int direction than the OP Environment
is. While the Integrated Operational Programme $eswon the revitalisation of panel houses,
the OP Environment focuses on reduction of emissioh pollutants and air quality
improvement.

The OP Environment reckons with the developmentnéfastructure for environmental
education and awareness. To ensure direct provisiorenvironmental education and
interconnection with investments in this infrastire, use of a cross-financing tool has been
introduced. The other activities in education widll under the OP Education for
Competitiveness.

Concrete relations and links to the mentioned dfmeral programmes and defining their
interface are mentioned in the Programming DocurdhtEnvironment at the relevant areas
of intervention.

2.8.  Monitoring Arrangements

Monitoring is an integral part both of the programgiand project cycles. The aim of the
monitoring is on-going ascertainment of progresshim implementation of programmes, as
the case may be of the projects, and comparingltened information with the initial plan
envisaged. The monitoring is, unlike the evalugtesystematic activity, which is carried out
during the whole period of the programme duratibine monitoring data are the necessary
source for carrying out all types of evaluationee Bystem for performance measurement is
created on the principle of defining measurableicetdrs, which enable to monitor the
programme implementation and to evaluate its @fficy with regard to the objectives set.

2.8.1.Monitoring System

The uniform integrated monitoring system for theu8tural Funds and the Cohesion Fund is
used for monitoring of the OP and data exchangé wie European Commission, which
ensures the monitoring at all implementation leyegntral, executive, applicant/beneficiary).
The system ensures full support for the managememtnitoring, evaluation and
administration of the programmes and projectsespects the requirements of the European
Commission and ensures the required function oflittta collection and transfer of the data to
the European Commission and the PCA. The Centrébrnration System for the
management, monitoring and evaluation of the prognas and projects is ensured from the
NCA level. The basic instrument for ensuring thefarmity of the monitoring system is
defining the extent of the obligatory data and gduiory procedures for their acquisition and
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transfer at all implementation levels, which aredfed by the Monitoring Methodology of
the SF and CF 2007-2013.

The monitoring system of the programmes and prejectfinanced from the Structural Funds
is intended for the employees of the NCA, the mampguthorities of the operational

programmes, the PCA and other implementation stracbodies. The monitoring system

ensures physical and financial monitoring of thegpammes, global grants and projects at all
levels of the project lifecycle (i.e. preparatiof the programme, call for applications,

drawing up project applications, evaluation of &milons, concluding agreements,

monitoring and evaluation of the project, claims fiayment, payments, closure of the
project), application of the of the financial flowss accordance with the Methodology of

Financial Flows and the electronic data exchangle @ther information systems of the public
administration.

System architecture of the monitoring system

The monitoring system is conceived as a three-leweit of inter-communicating

information systems. At the central level it is tildormation system MSC2007, at the
executive and at the beneficiary’s level it is I&FS The information system solution
comes out from the principles defined in the NSRF.

The solution of the monitoring system in the areh ioformation-technological
infrastructure links up evolutionally to the sotuti of the monitoring system of the 2004-
2006 programming period, modifying and complemapiinsubstantially. When building
the monitoring system the emphasis was placed ehdecessibility, complexity, user-
friendliness and reliability.

The central level of the monitoring system is opedawithin the technical equipment of
the NCA, the executive and the beneficiary’s lew@hin the technical equipment of the
SEF. The data between all levels of the monitorsygtem of the SF and CF are
transferred in regular intervals given by the Moning Methodology of the SF and CF
Programmes 2007-13. The electronic data exchangeeba the CR and the European
Commission is ensured by the data transfer fromirttemation monitoring system
MSC2007 to the database of the European Commi&i@2007.

Throughout 2007, individual modules of the moniigrsystem at the executive level were set

and the data transfer was tested. After the anrmment of the first call for project
applications the monitoring system began to be usédll.

2.8.2.Monitoring Committee

In 2007, two meetings of the Monitoring Committéehee OP Environment were held.
The first constitutive meeting was held on 25 J20@7. At this meeting the selection criteria

for the projects financed from the OP Environmém, Statutes and the Rules of Procedure of
the Monitoring Committee were approved.
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In August 2007, the Monitoring Committee approvedamendment to the selection criteria
and the acceptability criteria through a ‘per nailavritten procedure.

The second meeting of the Monitoring Committee wakl on 13 December 2007. At this
meeting further amendments to the selection caitarid to the acceptability criteria of the
projects financed from the OP Environment were ctered and approved, an amendment to
the Statutes of the MC OP Environment was apprevetinformation regarding the status of
the OP Environment negotiations and on the callingoeprepared was presented.
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3. IMPLEMENTATION BY PRIORITY AXIS

3.1.  Priority Axis 1 — IMPROVEMENT OF WATER
MANAGEMENT INFRASTRUCTURE AND REDUCTION
OF FLOOD RISKS

The Global and Specific Objectives of the Prioriis

The global objective for the 2007-2013 period is to improve the comwditof the surface
water and groundwater, improve the quality of theking water supply for the population
and reduce flood risks.

The specific objectives of the Priority Axis are asollows:

1. Surface Waters and Groundwater
The specific objective is to significantly decredlse amount of pollution discharged into the
surface water and groundwater.

The objective will be realised by a reduction o$daiarged pollution through construction,
modernisation and intensification of waste wateratment plants, through the related
construction and reconstruction of sewerage systamdsthrough a reduction of impacts of
area and diffusion pollution sources on water quadivel allowing their trouble-free use for

human consumption and the life of aquatic ecosystéin allow a choice of proposals of

effective measures and to control their efficierspstems monitoring the amounts and quality
of water, including support for instrumentation farodern methods of chemical and
biological analyses, including building of inforn@at and evaluation systems, will be

established and/or modernised.

2. Drinking Water
The specific objective is to ensure drinking watgpply in an adequate quality and quantity.

The objective will be realised through the extensamd modernisation of water treatment
plants, water conduits and distribution networks.

3. Reduction of Flood Risks
The specific objective is to reduce flood risks.

The objective will be realised through the procegsif flood risk maps and creating plans for
their management, the extension and improvemera @fediction and alert system and
implementation of flood control measures in thedisape in a near-to-natural manner,
including the establishment and modernisation @rafonal information systems.

3.1.1.Implementation of Priority Axis 1

In 2007, two calls for project applications withihe framework of Priority Axis 1 were
announced, namely the'&and the % calls, on the basis of which it was possible tbnsit
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applications within Areas of intervention 1.1 ané. More detailed information regarding the
announced calls is mentioned in Chapter 2.1.1.

3.1.2.Physical Progress of Priority Axis 1

The following table mentions the indicators ford?ity Axis 1, the monitoring of which was
defined in the Programming Document OP Environm&he indicators show fulfilling the
objectives of the priority axis and they enablaceght monitoring. With regard to the fact
that no project applications were approved in 2@@7o values are present.

Table No 5: Indicators of Priority Axis 1 — Improvement of Water Management

Infrastructure and Reduction of Flood Risks

Indicator Quantification
type :
EU code Indicator title e PG
NCLI measureé  SOUrCe paseline Target Achievement Total
code
Weight of
discharged
llutants for
Result |P° CEl | 20613
2311 00 sources of COBR t/year (CSO)|  (2005) 18 000 0
subjected to charges
(methodology of
2005)
Weight of
discharged
pollutants for
Result | sources subjected tp CEl 18 200
23 12 00| charges — kglyear | cso)| (2005) |10 000 0
Phosphorus total
(methodology of
2005)
Result | Additional Number in
Core 26 | population served by ~ mil. (I\C/S% (3(%?) 8 956 0
23 02 00| waste water projects inhabitants
Result | Additional Number in
Core 25 | population served by ~ mil. (I\C/S% égg% 9618 0
23 01 00| water projects inhabitants
Number of new,
Result | modernised and Number of | CSO 0 350 0
23 06 00| intensified WWTPs| WWTPs | (MoE)| (2005)
over 2 000 EO
Length of new and
Result CSO 0
2307 00 reconstructed km (MoE)| (2005) 120 0
sewerage systems
Number of new and
Output | modernised drinking CsO 0
23 08 00| water treatment Number | 106y | 2005y | 10 0
plants
Output | Number of flood Number of 20
23 21 00| control authorities | commissions MoE (2006) 100 0
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(commissions)
connected to flood
prediction, reporting
and warning system

Output | Number of projects 0

Core 31 | (aimed to reduce Number MoE (2007) 200 0 0
26 01 00| flood risk)
Notes:

The indicators Weight of discharged pollutantssources of CODCr subjected to charges and Weigtlisoharged
pollutants for sources subjected to charges — Pimgs total are identified according to the depagital Annual
Statement on Watercourses Pollution — Waters (Mba&). Only levels for sources subjected to chafgea given
indicator are presented here, thus the presenteghtvef the pollutants is only part of the pollutsudischarged from
theses sources.

Limits of charges defined by Water Act No 254/280] are set so that in case of meeting the defioerdentration
and weight limits (reaching good level of the wastter treatment), the indicator concerned ceasdmtsubjected to
charges.

CORE indicator 32 (260200) — The number of the fatfmn protected by flood control measures has bexn
included, as there are no statistical data for timdicator.

The Operational Programme does not have the valeéiaed annually, but rather for the whole period.

3.1.3.Financial Progress of Priority Axis 1

Table No 6: The distribution of financial allocation within Priority Axis 1 to individual
areas of action

Area of Title of the area of intervention EU million
intervention Fund EUR
1.1 Reduction of water pollution CF 1 487.726
1.2 Improvement of drinking water quality CH AQRLE
1.3 Reduction of flood risks CF 100.165

Improvement of water management infrastructure CF 1 988.552

and reduction of flood risks

With regard to the fact that the OP Environment wpproved at the end of 2007 and no
projects were approved, no drawing of funds occlrre

3.1.4.Characteristic Project from Priority Axis 1
The characteristic project will be mentioned staytivith the 2008 Annual Report.

3.1.5.Significant Problems Encountered and Measures Taketo
Overcome Them

No significant problems were noted.
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3.2.  Priority Axis 2 — IMPROVEMENT OF AIR QUALITY
AND REDUCTION OF EMISSIONS

The Global and Specific Objectives of the Prioriis

The global objectivefor the 2007-2013 period is to improve or maintdia air quality and
reduce emissions of the basic pollutants to thevilr an emphasis on the use of innovative
environmentally friendly methods of energy generatincluding energy savings.

The specific objectives of the Priority Axis are a$ollows:

» Reduce the population’s exposure to the conceatrsidf PMpand of concentrations
of PM, 5 exceeding the ceiling limits;

* Reduce the population’s total exposure to the aunagons of pollutants exceeding
the ceiling limits;

* Reduce the acidification of ecosystems and vegetati

* Reduce emissions of primary particles of precurebtsopospheric ozone and of
secondary particles.

3.2.1.Implementation of Priority Axis 2

In 2007, one call for project applications was ammd within Priority Axis 2, namely thé'1
call, on the basis of which it was possible to siilapplications within Area of intervention
2.1. More detailed information regarding the anraaahcalls is mentioned in Chapter 2.1.1.

3.2.2.Physical Progress of Priority Axis 2

The following table mentions the indicators ford®ity Axis 2, the monitoring of which was
defined in the Programming Document OP Environm&he indicators show fulfilling the
objectives of the priority axis and they enablaceght monitoring. With regard to the fact
that no project applications were approved in 2@@7o values are present.

Table No 7: Indicators of Priority Axis 2 — Improvement of Air Quality and Reduction
of Emissions

Indicator , Quantification
type Indicator title ulif(es Data -
EU code measure SOUICE paseline |96t Achievement L. .,
Population over-
Impact |exposure to high | % of the 66
21 17 00 |concentrations of | population MoE (2005) 60 0 0
PMo
Emissions of kt/y;;r (in
Result | primary particles : 468
21 23 00 |and precursors of Or;ogzmlci MoE (2005) 434 0 0
secondary pamdesformation)
Output 0
Core 28 | Number of projects Project MoE (2007) 607 0 0
2101 00

Note: The Operational Programme does not havevétheées defined annually, but rather for the whodeigd.
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3.2.3.Financial Progress of Priority Axis 2

Table No 8: The distribution of financial allocation within Priority Axis 2 to individual
areas of action

Area of Title of Area of intervention EU million
intervention Fund EUR

Improvement of air quality
Reduction of emissions
Improvement of air quality and reduction of emissias

With regard to the fact that the OP Environment wpproved at the end of 2007 and no
projects were approved, no drawing of funds occlrre

3.2.4.Characteristic Project from Priority Axis 2
The characteristic project will be mentioned staytivith the 2008 Annual Report.

3.2.5.Significant Problems Encountered and Measures Taketo
Overcome Them

No significant problems were noted.

3.3.  Priority Axis 3 — SUSTAINABLE USE OF ENERGY
SOURCES

The Global and Specific Objectives of the Prioriis

The global objectivefor the 2007-2013 period is the sustainable usenafgy sources, in
particular renewable energy sources and the promoadif energy savings. A long-term
objective is to increase the use of renewable gngvgrces in electric energy generation and
heat generation and a larger use of waste heat.

The specific objectives of the Priority Axis are a$ollows:
* Increase the capacity for RES-based heat and ielecirgy generation;
» Increase the use of waste heat and increase es&vings;
* Reduce energy consumption for heating;
» Substitute fossil fuel combustion and decreaserenmental pollution.

3.3.1.Implementation of Priority Axis 3

In 2007, two calls for project applications wer@annced within Priority Axis 3, namely the
1% and the % calls. On the basis of thé' tall, applications were possible to be submitted
within Areas of intervention 3.1 and 3.2. The setoall was announced only for applications
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within area of Intervention 3.2. More detailed imf@tion regarding the announced calls is
mentioned in Chapter 2.1.1.

3.3.2.Physical Progress of Priority Axis 3

The following table mentions the indicators ford?ity Axis 3, the monitoring of which was
defined in the Programming Document OP Environm&he indicators show fulfilling the
objectives of the priority axis and they enablaceght monitoring. With regard to the fact
that no project applications were approved in 2@@7o values are present.

Table No 9: Indicators of Priority Axis 3 — Sustairable Use of Energy Sources

In(ilicator Quantification
ype Unit of Data
EU code Indicator title :
NCLI Measureé | SOUrce | paseline T;‘(;?Lgt Achlzea/g;nent Total
code
Result |Increase of capacity 0
Core 24 | of RES-based MW* CSO (2007) 600 0 0
36 03 00 | energy generation
Result Reduction of the 0
36 40 30 | ENETY TJlyear MoE (2007) 430 0 0
consumption
Output 0
Core 23 | Number of project§  Number MoE (2007) 1500 0 0
36 01 00
Note:

The Operational Programme does not have the valeéaed annually, but rather for the whole period.

3.3.3.Financial Progress of Priority Axis 3

Table No 10: The distribution of financial allocation within Priority Axis 3 to individual
areas of action

Area of Title of the area of intervention EU million
intervention Fund EUR
3.1 The construction of new facilities and modaxtien of the CF | 362,591

existing facilities with the aim to increase the uw§ RES
for heat generation, electric energy generationfand
combined heat and electric energy generation

3.2 Realising energy savings and the use of wastefor non- | CF | 310,380
business carrying sphere
3 Sustainable use of energy sources CF 672,971

With regard to the fact that the OP Environment wpproved at the end of 2007 and no
projects were approved, no drawing of funds occlrre
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3.3.4.Characteristic Project from Priority Axis 3
The characteristic project will be mentioned staytivith the 2008 Annual Report.

3.3.5.Significant Problems Encountered and Measures Taketo
Overcome Them

No significant problems were noted.

3.4.  Priority Axis 4 - IMPROVEMENT OF WASTE
MANAGEMENT AND REHABILITATION OF OLD
ECOLOGICAL BURDENS

The Global and Specific Objectives of the Prioriis

The global objective for the 2007-2013 period is to improve waste managnt, reduce
waste production and to remove old ecological busde

The specific objectives of the Priority Axis are asollows:
» Reduce specific waste production independentlyherigvel of economic growth;
» Utilise waste to the maximum possible extent aspéacement for primary natural
resources;
* Minimise the negative effects on human health &edehvironment in waste
management;
* Rehabilitate serious old ecological burdens.

3.4.1.Implementation of Priority Axis 4

In 2007, one project application call was announeihin Priority Axis 4, namely théicall,

on the basis of which it was possible to submitliappons within Areas of intervention 4.1
and 4.2. More detailed information regarding theamced calls is mentioned in Chapter
2.1.1.

3.4.2.Physical Progress of Priority Axis 4

The following table mentions the indicators ford?ity Axis 4, the monitoring of which was
defined in the Programming Document OP Environm&he indicators show fulfilling the
objectives of the priority axis and they enablaceght monitoring. With regard to the fact
that no project applications were approved in 2@@7o values are present.
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Table No 11: Indicators of Priority Axis 4 — Improvement of Waste Management and
Rehabilitation of Old Ecological Burdens

Indicator _ Quantification
type Indicator title SIS Data -
EU code Mmeasure  SOUrCE paceline | HJEt Achievement
NCLI code 2015 2007
Impact |Proportion of 61
22.03.00 |recycled wastes % WMIS (2004) 5 0 0
Area of 0
Result |rehabilitated old (2007)/
24 02 00 |ecological ha MoE | 14 opi| 100 0 0
burdens 2006)
Volume of
22%54“30 municipal waste OOO/%/year WMIS éggg) 5 000 0 0
(production)
% of the
Result | Proportion of atnrtlulal 29.5
22 08 00 | municipal waste o | wmis | S0 |50 0 0
used municipa ( )
waste
production
Output | Number of o8
Core 27 |projects Project SEF (2004) 250 0 0
22 01 00 | (Priority Axis 4.1)
Number of
Output . . 2
projects Project MoE 50 0 0
240201 (Priority Axis 4.2) (2004)
Note:

The Operational Programme does not have the valeéiaed annually, but rather for the whole period.

3.4.3.Financial Progress of Priority Axis 4

Table No 12: The distribution of financial allocation within Priority Axis 4 to individual
areas of action

Area of Title of the area of intervention EU million
intervention Fund EUR
Improvement of waste management

Rehabilitation of old ecological burdens 234
Improvement of waste management and rehabilitatiorof old CF  776.505
ecological burdens

With regard to the fact that the OP Environment w&pproved at the end of 2007 and no
projects were approved, no drawing of funds occlrre

3.4.4.Characteristic Project from Priority Axis 4
The characteristic project will be mentioned staytivith the 2008 Annual Report.
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3.4.5.Significant Problems Encountered and Measures Taketo
Overcome Them

No significant problems were noted.

3.5.  Priority Axis 5— REDUCING INDUSTRIAL
POLLUTION AND ENVIRONMENTAL RISKS

The Global and Specific Objectives of the Prioriis

The global objectivefor the 2007-2013 period is to reduce industr@lytion and
environmental risks.

The specific objectives of the Priority Axis are a$ollows:

* The development and innovation of technology cbnoting to a reduction in industrial
pollution;

* The development of information systems on enviramadeoollution.

3.5.1.Implementation of Priority Axis 5

In 2007, no calls were announced for project apgibbms within Priority Axis 5.

3.5.2.Physical Progress of Priority Axis 5

The following table mentions the indicators ford®ity Axis 5, the monitoring of which was
defined in the Programming Document OP Environm&he indicators show fulfilling the
objectives of the priority axis and they enablaceght monitoring. With regard to the fact
that no project applications were approved in 2@@7o values are present.

Table No 13: Indicators of Priority Axis 5 — Reducng Industrial Pollution and
Environmental Risks

Indicator Quantification

rfe Indicator title s Data

EU code measure | source Baseline Target Achievement
NCLI code 2015 2007
Number of
facilities applying
Result |the methodologie

Total

MoE 0

12

26 05 00 | developed within| T2 | ceENIA | (2007) | 300 0 0
the supported
projects

Output | Number of Project MoE 0 250 0 0

26 07 00 | projects
Note:
The Operational Programme does not have the valeéaed annually, but rather for the whole period.

(2007)
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3.5.3.Financial Progress of Priority Axis 5

Table No 14: The distribution of financial allocation within Priority Axis 5 to individual
areas of action

Area of Title of the area of intervention EU Fund million EUR
intervention

Limiting industrial pollution ERDF 60.606

Limiting industrial pollution and environmental ERDF 60.606
risks

With regard to the fact that the OP Environment wpproved at the end of 2007 and no
projects were approved, no drawing of funds occlrre

3.5.4.Characteristic Project from Priority Axis 5
The characteristic project will be mentioned staytivith the 2008Annual Report.

3.5.5.Significant Problems Encountered and Measures Taketo
Overcome Them

No significant problems were noted.

3.6.  Priority Axis 6 - IMPROVEMENT OF THE STATE OF
NATURE AND LANDSCAPE

The Global and Specific Objectives of the Prioriis

The global objectivefor the 2007-2013 period is to stop the declindiotiversity and to
improve the ecological stability of the landscape.

The specific objectives of the Priority Axis are asollows:
* Implementation of the Natura 2000 system;

* Recovery and protection of natural and near-to+ahtuotopes and endangered plant
and animal species;

* Recovery of the ecological stability of the langssa
* Optimisation of the landscape water regime;
» Regeneration of the urbanised landscape;

* Prevention of landslides and rock avalanches, mong of geo-factors and impacts of
mining and extraction activities and assessmenbafrenewable natural resources,
including groundwater resources.
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3.6.1.Implementation of Priority Axis 6

In 2007, one call for project applications was amezd within Priority Axis 6, namely the
2" call, within the framework of which it was possitib submit applications within all areas
of intervention of this priority axis. More detailenformation regarding the announced calls
is mentioned in Chapter 2.1.1.

3.6.2.Physical Progress of Priority Axis 6

The following table mentions the indicators ford®ity Axis 6, the monitoring of which was
defined in the Programming Document OP Environm&he indicators show fulfilling the
objectives of the Priority Axis and they enablei@éint monitoring. With regard to the fact
that no project applications were approved in 2@@7o values are present.

Table No 15: Indicators of Priority Axis 6 — Improvement of the State of Nature and
Landscape

|n(Z:IC&'[OI’ Unit of Data Quantification
e . .

EUygode IeteEter e measure  SOUrCE pgaseline 96t Achievement .
CResuz'tg Acreage of o MoE (20007)/0,7 10 0 0
5 40861 00 revitalised areas m ANCLP (OPI

2006)
Percentage of
Czech sites of
Community
importance
prepared to be
declared as SPAd
Result |or for contractual % MoE 0 80 0 0
2509 00 | protection, of the ANCLP | (2007)
total number of
Czech sites of
Community
importance placeg
on the European
list
Recovery of
stable landscape
Output | water regime and : 0
25 01 00 | of elements of project MoE (2007) 15 0 0
ecological
stability
Output | Number of . 0
26 08 00 | projects project | MoE | 5007y | 190 0 0

Note:
The Operational Programme does not have the valeéiaed annually, but rather for the whole period.
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3.6.3.Financial Progress of Priority Axis 6

Table No 16: The distribution of financial allocation within Priority Axis 6 to individual
areas of action

Area of Title of the area of intervention EU  million
intervention Fund EUR
6.1 Implementation and Management of the Natur®200 ERDF | 29.971
Network
6.2 Support for Biodiversity ERDF 113.891
6.3 Recovery of Landscape Features ERDF 77,925
6.4 Optimisation of the Landscape Water Regime ERDPE4.784
6.5 Support for the Regeneration of the Urbanisaadiscape ERDF 86.916
6.6 The prevention of landslides and rock avalasche ERDF | 65.937
monitoring of geo-factors and impacts of mining and
extraction activities, and assessment of non-rebhlva
natural resources including groundwater resources

6 Improvement of state of nature and landscape ERDF 599.424

With regard to the fact that the OP Environment w&pproved at the end of 2007 and no
projects were approved, no drawing of funds occlrre

3.6.4.Characteristic Project from Priority Axis 6
The characteristic project will be mentioned staytivith the 2008Annual Report.

3.6.5.Significant Problems Encountered and Measures Taketo
Overcome Them

No significant problems were noted.

3.7.  Priority Axis 7 — DEVELOPMENT OF
INFRASTRUCTURE FOR ENVIRONMENTAL
EDUCATION, CONSULTANCY AND AWARENESS

The Global and Specific Objectives of the Prioriis

The global objectivefor the 2007-2013 period is to establish a natibshe and available
network of environmental education and awareneissngacentres, information centres and
environmental consultancy centres and further agweént of environmental consultancy
activities.

The specific objectives of the Priority Axis:

Ensure high-quality infrastructure (material-tecahibackground) for the implementation of
environmental education programmes, for environalesgnsultancy and for the provision of
environmental information. In addition, the prowisiof a selection of high-quality specialised
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materials for environmental education, consultareyd awareness and nation-wide
implementation of environmental consultancy in@eech Republic.

3.7.1.Implementation of Priority Axis 7

In 2007, one call for project applications was ammd within Priority Axis 7, namely thé'1
call, on the basis of which it was possible to siilapplications within Area of intervention
7.1. More detailed information regarding the anraaahcalls is mentioned in Chapter 2.1.1.

3.7.2.Physical Progress of Priority Axis 7

The following table mentions the indicators ford?ity Axis 7, the monitoring of which was
defined in the Programming Document OP Environm&he indicators show fulfilling the
objectives of the priority axis and they enablaceght monitoring. With regard to the fact
that no project applications were approved in 2@@7o values are present.

Table No 17: Indicators of Priority Axis 7 — Develpment of Infrastructure for
Environmental Education, Consultancy and Awareness

Indicator _ Quantification
type Indicator title Sl o DEIE ;
EU code measure  SOUICE paseline |9t Achievement Total
NCLI| code 2015 2007
Number of
purchased,
constructed
Result ! 0
26 11 00 renovated and centre MoE (2007) 30 0 0
furnished
premises for the
centres
Output
Number of . MoE 0
&Og‘i%% projects project | sep | (2007) | 7O 0 0
Note:

The Operational Programme does not have the valeéaed annually, but rather for the whole period.

3.7.3.Financial Progress of Priority Axis 7

Table No 18: The distribution of financial allocation within Priority Axis 7 to individual
areas of action

Area of Title of the area of intervention million
intervention Fund EUR

7.1 Development of infrastructure for the implenagioin of ERDF | 42.453
environmental education programmes, the provisfon o
environmental consultancy and environmental infdroma

Development of infrastructure for environmental ERDF 42.453
education, consultancy and awareness
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With regard to the fact that the OP Environment &pproved at the end of 2007 and no
projects were approved, no drawing of funds occlrre

Within the framework of this axis, cross-financimgtruments may be used.

3.7.4.Characteristic Project of Priority Axis 7
The characteristic project will be mentioned staytivith the 2008 Annual Report.

3.7.5.Significant Problems Encountered and Measures Taketo
Overcome Them

No significant problems were noted.
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4. MAJOR PROJECTS

Major projects in the environmental sector arerdstias expenses of an operation comprising
a number of works, activities or services thatiatended to achieve an indivisible task of a
particular economic or technical character, hawtegarly defined objectives, provided their
total expenses exceed EUR 25/50 million.

In 2007, no major projects were approved within@ Environment..
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5. TECHNICAL ASSISTANCE

5.1. Introduction

Priority Axis 8 — Technical Assistance

The global objective of Priority Axis 8 for the 2007-2013 period is #nsure due

implementation of the OP Environment. The Techniéalsistance is implemented in
accordance with the procedures given by Chapteofithe Procedures Manual for the OP
Environment.

Two areas of intervention are implemented in theEDRironment within the framework of
the Technical Assistance:

Area of Intervention 8.1.: Technical Assistance reparing, Implementing, Monitoring
and Controlling the Operations of the OP Environmen

This area of intervention focuses on financing thetivities that support effective
management and monitoring of implementation of @ Environment, provision of sources
for reporting to the European Commission, ensuquglified inputs for ex-ante evaluation,
ongoing and ex-post evaluation and assistanceepapations and evaluation of the projects
so as they are defined in Article 46 of Council Ragon (EC) No 1083/2006.

The specific objectiveof the area of intervention is to reach responsdne effective

programme administration, maximise the programmaelityu and effectiveness of its
implementation, control the progress and ensuraulaegreporting on the programme
implementation.

Within the area of intervention it is possible tgport the projects oriented on:
1) preparation and implementation;
2) monitoring;
3) audits and controls.

Area of Intervention 8.2.: Other Expenses for Tedkal Assistance for the
OP Environment

This area of intervention focuses on financing #udivities such as evaluation, studies,
information and communication within the framewadkthe programme as they are defined
in Article 46 of Council Regulation (EC) No 108308

The specific objectiveof the area of intervention is to provide effidieachnical assistance
for all the relevant actors in the process.

Within the area of intervention it is possible tgport the projects oriented on:
1) information a promotion, organisation of seminars;
2) evaluation, reports, studies;
3) monitoring system;
4) other expenses.
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The

aid within the Priority Axis 8 is provided ihd form of a subsidy from the Cohesion

Fund with the maximum limit of 85 % of the totalgéible expenses. The final beneficiaries
are the Ministry of the Environment of the Czeclp&aic and the State Environmental Fund
of the Czech Republic.

The financial allocation is divided between the MOR and the SEF CR in the relation 1:1.
Distribution of the financial allocation within theriority Axis 8 is shown in the following
table.

Table No 19: Distribution of financial allocation within the framework of Priority Axis 8

Organisation Allocated resources  EU Fund National co-

2007-2013 total (mil. EUR) financing

(mil. EUR) (mil. EUR)

MoE 47.259 40.17015 7.08885
SEF 47.259 40.17015 7.08885
Total area of intervention 8.1 94.518 80.3403 14.1777
MoE 24.3455 20.693675 3.651825
SEF 24.3455 20.693675 3.651825
Total area of intervention 8.2 48.691 41.38735 7.30365

Total Priority Axis 8 143.209 121.72765 21.48135

5.2. Use of Technical Assistance in 2007

The

total allocation of the Technical Assistancehsd OP Environment for the 2007-2013

programming period amounts to EUR 143 209 000.

Drawing of the resources started in the seconddifatie year 2007. In accordance with
the Procedures Manual work on 17 projects commemgttn the competence of the
Intermediate Body (SEF).

3 projects within the competence of the ManaginghArtity (MoE) were approved in
December 2007. The reason for such a low quantty mvalfunction of the information
environment Benefill, in which it is necessary torplete the electronic Application for
the Granting of Support within the OP Environmenbé able to realise the data transfer
into the ISPROFIN System and to issue the AssedsofdBxpenses for Financing of
the Action of a Structural Component of the Stétes(procedure is binding for the MA
in accordance with the Procedures Manual of theE@Hronment). Therefore only the
registration of the projects was proceeded, whielhewequired urgently to ensure due
implementation of the OP Environment (in particu&rsuring the meetings of the
Monitoring Committee of the OP Environment in Det&m2007 was concerned).

The number of the approved project applicationsarted to 20 in 2007 (3 for MoE and 17
for SEF). The approved sum in these project apjdica amounted to CZK 183 346 000
(CZK 2 600 000 for MoE and CZK 180 746 000 for SBRus EUR 6 950 1800f the total
allocated resources for the Priority Axis 8 (20@22) 4.9 % was requested in 2007.

3Inth

is chapter the exchange rate CZK 26.38 /E&)J&sed.
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The number of concluded agreements /conttasounted to 13 (11 for SEF, 2 for MoE).
The sum reimbursed from the resources of MoE/SE&uated in total to CZK 42 779 590

(CZK 650 209 for MoE and CZK 42 129 381 for SERys EUR 1 621 668. Reimbursement
from the Cohesion Fund was not realised in 2007.

5.2.1.Area of Intervention 8.1: Technical Assistance in Reparing,
Implementing, Monitoring and Controlling the Operations of the
OP Environment

5.2.1.1. Individual Projects within Area of Intervention 8.1 Approved in
2007

Assistance Beneficiary — MoE

» Technical and organisational ensuring of the cotemst and other meetings paid from
the Technical Assistance of the OP Environment ulMasure 8.1 in the period 2007
- 2010

* Administrative arrangement of the OP Environment

Assistance Beneficiary — SEF

* Ensuring high-quality and efficient structure arydtem of administration of the OP
Environment — T stage

» Revision and completion of the financial analysis

» Updating and completion of the instrument for th@ssion calculation and evaluation
of the applications in the Priority Axes 2 and 3leé OP Environment

* Analysis and estimation of the absorption capacftyndustrial enterprises for Sub-
Area 2.3.b

 Employees’ development activities with the aim toswe high level of their
professional knowledge and skills in the OP Enwvinent administration

» Professional assistance in administration of trendg of operational contracts within
the framework of the OP Environment

5.2.1.2. Drawing Financial Allocation of Technical Assistane within Area
of Intervention 8.1

- The total amount of the allocation for the Arealmtervention 8.1 fixed for the 2007-
2013 period amounts to EUR 94 518 000 (MoE + SH#%)2007 8 projects were
commenced in the Area of Intervention 8.1 (2 prigjdor MoE and 6 projects for SEF)
with the budget costs of CZK 124 618 000 (1 700 f@@GMoE and CZK 122 918 000
for SEF), thus EUR 4 723 958. 5% of the resourcesewequested from the total
allocation of the Area of Intervention 8.1.

* Or resources drawn in another manner, e.g. a baggmeasure when drawing the resources for salarie
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The total amount of the resources drawn in the Afdatervention 8.1 in 2007 amounted to
CZK 40 159 895 (CzZK 39 509 686 for SEF and CzZK for MoE), thus EUR 1 522
361.

5.2.2.Area of Intervention 8.2: Other Expenses of Technal
Assistance for the OP Environment

5.2.2.1. Individual Projects within Area of Intervention 8.2 Approved in
2007

Assistance Beneficiary — MoE

» Technical and organisational ensuring of conferermed seminars paid from the
Technical Assistance of the OP Environment undeasves 8.2 in the period 2007 -
2010

Assistance Beneficiary — SEF

» Call Centre of the OP Environment

» Database of accredited advisers of the OP Envirahme

* Regional consultancy and information centres

* Innovation of the manual for the applicants

* Modification of the Benefill application to accemtders of the OP Environment

* Technical equipment of regional workplaces for @ Environment administration

« Printing of the documents of the OP Environment'stage

* Project of the TA the OP Environment Communicataord Promotion of the OP
Environment — 1 stage

* Adjustment and operation of the application Cendfathe SEF for monitoring of the
OP Environment

* Ensuring high-quality and efficient structure arydtem of administration of the OP
Environment — Part Il. Operational cost¥ stage

* Periodical of the OP Environment — Priority

5.2.2.2. Drawing Financial Allocation of Technical Assistane within Area
of Intervention 8.2

- The total amount of the allocation for the Arealofiervention 8.2 intended for the
period 2007 — 2013 amounts to EUR 48 691 000 (M@&EF). In 2007 12 projects were
commenced in the Area of Intervention 8.2 (1 forBvend 11 for SEF) with the budget
costs of CZK 58 728 000 (CZK 900 000 for MoE andKCx7 828 000 for SEF), which
represents EUR 2 226 232. 4,6 % was requestedeatothl allocation of the Area of
Intervention 8.2.

The total amount of the resources drawn in the Afdatervention 8.2 in 2007 amounted to
CZK 2 619 695 (CZK 0.00 for MoE and CZK 2 619 695 $EF), thus EUR 99 306.
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5.2.3.Example of a Successful Project

SEF: Project Call Centre OP Environment

The theme of the project Call Centre OP Environmeas considered by management
meeting of the SEF on 16 July 2007. The main pt@bjectives are to provide the applicants
fast and precise information on the OP Environmdrg, elements of applications, to deal
with the questions to the subsidies, as the case lmato refer them expertly to other
information sources on the environment.

In August the implementation commenced with sebecprocedure for new employees, their
training and establishing the technical backgrouBihce September 2007 a toll-free
telephone line 800 260 500 and the e-mail addiesmy@sfzp.chave been established. The
original forecast reckoned with daily 8-hour opematand with disposing of 1,000 telephone
guestions per year. However, the interest of thaipexceeded the original forecast many
times (see table 23).

Table No 20: Extent of the utilisation of the CallCentre in 2007

Month Telephone  E-mails
calls

September 2007 832 318

October 1322 336

November 343 223

December 2007 692 246

Total 3189 1123

Besides this monitoring, further questions are anea on the telephone line of the reception.
These phone calls are not monitored. Thereforatineber of the Call Centre employees was
increased and in the future also the number ofdlegphone lines will be increased in order to
increase the comfort of the services for the pudntid the speed of answers.

The frequently asked questions are continuouslggs®ed into standardised answers that are
verified by the SEF responsible employees, arrangti a database for internal use and
placed on the sites www.opzp.cz.

The project with a cost of CZK 1.5 million per yeamitl continue for the entire period of the
OP Environment.
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6. INFORMATION AND PUBLICITY

In accordance with Commission Regulation No 182862@he member state must ensure for
each of the operational programmes sufficient pitgland ensure information of the public
about the objectives and significance of the opamat programmes. Promotion and publicity
of the OP Environment is ensured by the Ministry Bfvironment and the State
Environmental Fund of the Czech Republic. In tHeWing text the activities realised during
the year are summarised 2007.

Resources and Methods of Promotion and Publicity

Publications

In September 2007, the SEF published the Handbmathé Applicants in the total number of
2 500 copies. The printed version was intendedtlier applicants in the first call, the
electronic version of the handbook was continuougdgated in such a way for it to be
relevant also for the applicants within the framekwof the other two calls in 2007. The
handbook is available on the web siesw.opzp.cz Distribution of the printed version was
provided by the regional workplaces of the SEF.

The handbook has also the function of an introdyctoformation material. It makes the
potential applicants acquainted with the whole psscof preparation, handing over and
evaluation of the project application, it also @ns the information on the key procedures in
implementation of the approved project.

Leaflets

In May 2007, two kinds of leaflets were printed redeaflet brought the general information
on the OP Environment and the contacts to the magivorkplaces, which offered the
persons interested in the support personal conisuisa The other leaflet informed about the
Priority Axis 1, which is oriented on water pollomi, improvement of the drinking water
quality and reduction of flood risks. The leaflebbght the information about the issues, who
may ask for the aid, for which type of project amavhat amount the aid is granted.

The leaflets were printed in the total number &0P copies. They were distributed at the
international fair ENVI Brno 2007, through the regal workplaces and at the Ekofilm
festival.

Web Sites

Over the course of 2007, the information concerniregOP Environment were published on
the web siteswww.opzp.cz On the sites the information was published reiggrahe
possibilities of drawing support from the OP Enwmtent, the current calls for applications
and also the time schedule of the planned calleretrare also the documents to be
downloaded that are necessary for the applicantstia@ beneficiaries, minutes from the
Monitoring Committee meetings, the users will firttiere news related to the OP
Environment, information on seminars, training#sfatc. On the sitesww.opzp.czalso the
lists of the approved project applications, inchgdmentioning the beneficiaries and the sum
of financing allocated to the operations from tlbIlg sources are published.

These sites, which are administered by the SEFtledMoE, came into operation in June
2007, in December 2007 the version was publishatwas graphically newly processed and
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extended as regards the content. The sites ingWedesign are better arranged, divided into
sections according to the target groups (applicé@seficiaries, journalists, public). The web
sites are daily updated and offer among othergpdssibility of taking-in the news from the
web via RSS or sending newsletters to the e-mhag. dverage number of the unique visits to
the sitesvww.opzp.czwas 6 000 a month.

The information from the sitesvww.opzp.cz were regularly taken over by the sites
www.strukturalni-fondy.czand further e.g. by the sites euroskop.cz or egata. Also the
sites of the MoEwWww.env.c2 and the sites of the SEfWw.sfzp.c2 inform about the OP
Environment.

Cooperation with the Media

During the whole year 2007 the State Environmeritahd and the Ministry of the
Environment communicated continuously with the espntatives of the journalists and with
the professionals publishing in the media and gadied actively in improvement of the
goodwill and reputation of the OP Environment.

Press conferences were held at the occasion dighature of the Programming Document
OP Environment and to the announcements of eactheofthree calls (their records are
available o the welyww.opzp.c2 and the Minister of the Environment Martin Bursikd the
SEF Director Petr $panek took part in them. In the course of the yi€apress releases were
published, the press agent regularly reacted tojdbmalists’ questions by e-mail or by
telephone.

The State Environmental Fund published an advengse in daily press and the specialised
periodicals for each of the three calls, in Novemibdurther published a two-page insert
about the offer of the OP Environment and the tesoil the first call, which concerned the
water management projects, in the Hospski&noviny.

Green Line for Applicants

Since September 2007, green line 800 260 500 hexs déeailable to those interested in the
subsidies from the OP Environment, which is in aien on business days from 7.30 a.m. to
4.00 p.m. The persons interested may also senddhestions by e-mail tdotazy@sfzp.cz
Qualified employees helped on the line to solveeuamnties regarding processing and
submissions of applications. Tenths of questiomeday used the service of the green line.
The database of frequently asked questions andatisevers to them are published on
WWW.0pzZp.CZ.

Fairs

The representatives of the Managing Authority ahthe implementation authorities of the
OP Environment took part in the ENVI Fair Brno ireiM2007. They informed in particular
the representatives of towns and municipalitiesuabee offer of the OP Environment.
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7. SUMMARY

The OP Environment was approved by the Europeann@ssion on 20 December 2007. As
such, the programme’s implementation was in itsahphases in 2007. Before the approval
of the OP, two calls were announced in areas thdtdeen negotiated with the EC and in
which no modifications had been expected. The tb@&tlwas announced in close connection
with the approval of the Operational Programme.r&éhgas a great interest in the use of
assistance from the OP Environment during thisiahiphase. Within the °1 call for
applications, which was terminated in 2007, 545liappons were accepted (i.e. approved
from the formal and acceptance aspects and passéat subsequent evaluation), having a
total value of CZK 11 492.1 million, i.e. EUR 441.@nillion. The other two calls will be
concluded in 2008. At the end of 2007, no projeatse approved under Priority Axes 1-7. In
the first half of 2008, the approval of first projg, the selection of contractors and the
beginning of implementation are expected.
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8.LIST OF ABBREVIATIONS

ANCLP
CEl
CENIA
CF

CR
CSO
EAFRD
EAGF
EC
EIA
EIB
EIF
ERDF
EU
MA
MC
MIT
MoA
MoE
MoF
MoT
MRD
NCA
NCLI
NSRF
OoP
PCA
PE
RES
SEA
SEF
SF
SPA
TA
WMIS
WWTP

Agency for Nature Conservation and Landsd@pection of the CR
Czech Environmental Inspection

Czech Environmental Information Agency
Cohesion Fund

Czech Republic

Czech Statistic Authority

European Agricultural Fund for Rural Develagmh
European Agricultural Guarantee Fund
European Communities

Environmental Impact Assessment
European Investment Bank

European Investment Fund

European Regional Development Fund
European Union

Managing Authority

Monitoring Committee

Ministry of Industry and Trade

Ministry of Agriculture

Ministry of the Environment

Ministry of Finance

Ministry of Transport

Ministry for Regional Development
National Coordination Authority

National Code List of Indicators

National Strategic Reference Framework
Operational Programme

Paying and Certification Authority
Population Equivalent

Renewable Energy Sources

Strategic Environmental Assessment (of a docanaeplan)
State Environmental Fund

Structural Funds

Specially Protected Area

Technical Assistance

Waste Management Information System
Waste water treatment plant
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