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5. Financing environmental protection

Fulfilling the targets and measures set out in the National Environmental Action Programmehasin
recent years been pursued mainly through the provision of public sources of funding. Increasingly,
and particularly over the past year, private capital interestsin investing in the area of environmental
protection have become more developed, and thisisreflected in the risein the current and capital
costs of commercial companies and in the gradual expansion of the number of partnership
agreements concluded for the cooperation of the public and private sectorsin constructing
municipal infrastructure and providing public services for environmental protection.

In 2000 the Environment Ministry's budget amounted to 17.3 billion SIT, in 2001 it was 21.7 billion
SIT, and in 2002 it was 31.7 hillion SIT, which is a consequence o taking over the sector of energy
from the Ministry of Economy. In recent years the greatest growth has been in the share of cap-

itd transfer funds for construction of municipal infrastructure, owing largely to an increasein funds
from foreign donations and a corresponding increase in the share of proprietary participation in
cofinancing of the foreign donation, and owing to increased subsidiesto private operators and
private companies for interventions in renewable energy sources.

The share of funds eermarked for environmental protection in thetotal expenditure of
municipalities rose from 4.19 %in 2000 to 5.76 %in 2001.The value of disbursed loansfrom the
national Environmental Development Fund, the public fund for financing the construction of

local infrastructure, grew from 1.6 billion SIT in 1999 to 2.6 billion SIT in 2001. Therewas also a
growth in the value of disbursed loans from the Environmental Development Fund in financing
environmental investments by commercia companies; from 1.9 billion ST in 1999 it roseto

2.3 billion SIT in 2002.

In recent years, implementation of the “ polluter pays“ principle has become amajor source of
financing environmental protection policy measures, and both a positive trend and a continuously
increasing scope has been recorded. The share of contributions attributable to environmental
loading has been rising year-on-year in all tax revenues of the Slovenian budget. In 2002 it was
expected to account for 3.4 % (figure 16 idem di Fig 29.1).

29.Environmental expenditure

Environmental taxes and other contributions for environmental loading are economic instruments of
environmental protection representing areimbursement of costs for harm caused by the producers
of environmental loading. The economic instruments for environmental protection in Sloveniathat
have been implemented to date are:

* theCO2tax,

e wastewater tax,

*  wastedisposal tax,

* thetax on use of lubricating oils and fluids,

* the water charges.

Figure 291

Financial effects of contributions from environmentd loading

Source: Ministry of Finance (Balance sheet of expenditure and income of the Slovenian national
budget), the General Customs Office, internal data of the Ministry of the Environment, Spatial
Planning and Energy and EARS (the databases Water payments, taxes and concessions, Sources of
pollution, and Waste management), 2002.

Figure 292

Share of contributions for environmental taxes revenue of the Slovenian budget

Source: Public finances newdetter (Ministry of Finance)
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Targets

Increasing the share of funds for environmental protection and the increasingly universal
implementation of the “ polluter pays” principle.

All economic instruments of environmental protection are implemented on the basis of Article 80 of
the Environmental Protection Act (OJ RS32/92,1/96):

* Regulation on waste water tax (OJ RS 41/95,44/95,8/96,124/00 and 49/01)

Regulation on water charges (OJ RS 41/95,84/97,124/00,110/01)

Regulation on CO 2 emissionstax (OJ RS 68/96,2/97,5/97,24/99,65/98,51/99,and 42/00)
Regulation on waste disposal tax (OJ RS 70/01)

Regulation on tax on use of lubricating oilsand fluids ((OJRS 2/02)

The relevant EU documents and the targets set out in them.

In accordance with the basic principle of the environmental protection policy, those causing
pollution to environment must cover all the costs of the damage done to the environment. In
accordance with the af orementioned principle, those causing environmental pollution are bound to
incorporate (internalise) the costs of damage, or rather the costs associated with rehabilitation of the
damage, into their production costs and in thisway incorporate them into the price of their own
products. In as much as the costs of the damage cannot be covered directly by the polluter, the costs
must be externalised, meaningthat they must be paid by other members of society.
Thisisrequired by the provisions of Article 174 of the EC Treaty, and in Slovenian law by the
provisions of Article 80 of the Environmental Protection Act (OJ RS 32/93 and 1/96).
Assessment of trend

I mplementation of the“polluter pays™ principle reveasapositivetrend in recent years: itis
becoming implemented in al fields (waste water, waste management, efficient energy use), and at
the sametimeisrevealing an increasingly large spread. Most importantly in the area of collection
and treatment of waste water, the waste water tax represents a primary earmarked source of
financing the construction of infrastructure facilities and equipment; the legisiator anticipates
equally good experiences to begained in the area of infrastructure building for waste management
and in the area of effecting measures for reducing greenhouse gas emissions.

Taking into account the policy of state assistance, thoseliable to pay waste water tax, aswell as
waste disposl tax and CO 2 tax are exempted from paying these contributions, if they can
demonstrate that they have invested fundsin measures of rehabilitation or reducing the
environmental pollution in the relevant area.

Y ear on year thereis an increasing share of contributions deriving from environmental pollutionin
all thetax revenues of the Slovenian budget.

Estimates put the percentage for 2002 up to 3.4 %,which represents asignificant advance towards
the start of effecting green budget reform, the aim of which isto reduce the fiscal burden of labour
costs by means of increasing thefiscal burden of environmental pollution.

Data and sour ces:

Ministry of Finance, Section for analysis, methodology and the balance sheet of public finances
issues monthly reportson the realisation of the national budget for individua budget yearswithin
the framework of the balance sheet of national budget expenditure and income.

The EARS, on the basis of reports from those liable according to these regulations:

* Regulation onwaste water tax (OJ RS 41/95,44/95,8/96,124/00 and 49/01)

Regulation on water charges (OJ RS 41/95,84/97,124/00,110/01)

Regulation on CO 2 emissionstax (OJ RS 68/96,2/97,5/97,24/99,65/98,51/99,and 42/00)
Regulation on waste disposal tax (OJ RS 70/01)

Regulaion on tax for use of lubricating oilsand fluids (OJ RS 2/02)

keeps databases (Water payments, taxes and concessions, Sources of pollution, Waste management)
which contain information on environmental taxes and other contributions for environmental
pratedion.
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