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1 City background
Warsaw is the capital of Poland; officially it is The Capital City of Warsaw, in Polish: Miasto Stołeczne Warszawa. It has an official population of over 1.6 million people, although including unregistered residents it is nearer 2 million.
 
Warsaw is divided in two by the Vistula. The western “left bank” (Południe) is more populous and has the historic town centre. The eastern “right bank” (Praga) has more industry.
At the end of the Second World War, 85% of Warsaw’s buildings had been destroyed. Its population had fallen from 1.3m in 1939 to 422,000; it regained the pre-war level only in 1970. 
As well as a municipality (gmina), Warsaw is a county (powiat), one of 42 in the Masovian region (województwo mazowieckie), of which it is the capital. Warsaw itself is divided into 18 districts (dzielnica), created under a special 2002 Warsaw Act
 which introduced a centralising reform, turning Warsaw into a single municipality. Between 1994 and 2002, Warsaw consisted of 11 boroughs (gminas) created by the 1994 Warsaw Act
. (The Centrum gmina, roughly the city’s pre-war limits, included 7 districts, and at 1m residents was the country’s largest.
) It is said that this decentralised structure impeded coordination and made decision-making on investment difficult.

Warsaw's climate is continental humid. The average temperature is 8 degrees Celsius (–3° C in January and 19° C in July). Yearly rainfall does not exceed 680 mm, the rainiest month being July.

1.1 City in Time
At the end of the 19th century sewage still flowed straight into the Vistula River from open gutters or covered drains, causing the usual public health problems. In 1876 the city of Warsaw (under acting mayor General Sokrates Starynkiewicz, appointed by the Tsar
) commissioned English engineer William Lindley to design a water and sewerage system, above all because of the city’s sanitary conditions. Lindley had already designed and constructed systems in Hamburg and Frankfurt, and across Europe from Budapest to Moscow.
 
The blueprint was completed in May 1878. The plans were readily accepted by the Russian government in St Petersburg because as well as being backed by Lindley’s reputation, epidemics were breaking out in Russia. Construction began in 1881 with Lindley’s son, William Heerlein Lindley, as chief engineer. In 1882 and 1892, surveys of sanitary conditions in the city were carried out.
 The water treatment plant began operations in July 1886. It remained the only one in Warsaw until the 1950s, and (now called “Central”) is still Warsaw’s main plant.

The first wastewater treatment plant for Warsaw
 (“Czajka”) was designed 1970-3, and construction began in 1974. Operations began in January 1991.
 For historical reasons it is situated on the right bank of Warsaw, where most of the industry was. At the time of construction, industry accounted for 30% of wastewater, including the most heavily polluted; today it is 8%. The projected capacity in 1974 was to be 400,000 m3, to be expanded to 600,000; today it is 240,000, and this is sufficient for the right bank’s needs together with some neighbouring municipalities.

A second plant (“Południe”), situated in the south of the left bank, began construction in 2000 and is due to begin operations in 2006. However, treatment of all Warsaw’s wastewater will have to wait for Czajka to be expanded (to around 500,000 m3) and connected to the left bank (by 2010).

1.1.1 City in Time actors and factors
	Year
	Event
	Factor
	Outcome
	Organisational change
	Actors

	1881
	Water and sewerage system construction begins
	Sanitary conditions in Warsaw
	1886: Water treatment plant begins operations
	Warsaw MBE
	Citizens, City/Mayor

	c 1950
	Warsaw MBE transformed into voivodship company
	
	
	Nationalisation
	Voivodship

	1974
	Construction of WWTP (“Czajka”) begins on right bank
	Widespread environmental pollution from Warsaw wastewater; most industry (30% of WW) is on right bank
	Financial constraints mean not complete by 1990; “Czajka” begins operations Jan 1991
	
	Voivodship

	1991
	Utility transformed from voivodship company to Warsaw MBE
	Various
	ZWiK municipalised
	Warsaw MBE
	City/Mayor, national government

	1990-2000
	decline in water consumption
	fall for industry from 30% to 8% of WW (decline, increased efficiency); fall for consumers (meters, higher prices)
	Czajka’s planned capacity no longer needed
	
	Industry, consumers, company

	Early 1990s
	“Czajka” modernised and capacity reduced from 400,000 m3 to 240,000.
	Decline of industry means capacity not needed on right bank; need to modernise to improve environmental standards
	
	
	City/Mayor, company

	1999
	Decision to connect “Czajka” to left bank and expand to provide necessary capacity
	Most of Warsaw’s wastewater still untreated; impending EU requirements; finance available
	
	
	City/Mayor, company, consultants

	2000
	Construction of  “Południe” WWTP begins
	Most of Warsaw’s wastewater still untreated; finance provided by city, company and National Environment Fund
	
	
	City/Mayor, NEF

	2003
	MPWIK corporatised
	Various
	
	MPWIK becomes a commercial law company
	City/Mayor

	2004
	MPWIK solely responsible for investment
	
	
	
	City/Mayor


1.2 Water resources and uses

1.2.1 Resources
Less than 1% of Warsaw’s water comes from groundwater sources (in a couple of smaller outer-lying municipalities).
 Most of Warsaw’s water comes from the Vistula River, or from the Zegrzyński Reservoir. Warsaw is downstream from dozens of sizable cities which discharge their wastewater into it; together with industrial discharges, agricultural runoffs and salty mine waters from southern Poland, this makes the Vistula raw water very low quality
 (only class III in 1995
). This makes it technically illegal to use the river as an abstraction source for drinking water - which should, by law, be of Class I.
 However, a marked decline in industrial pollution and installation of wastewater treatment plants in cities upstream has led to gradual improvement in the Vistula water quality since 1990.
It is still common for Varsovians to avoid drinking tap water, preferring to use water (“Oligocene water”) from deep wells (250-300m), which are protected from surface water contamination by a layer of impervious clay. In 2004 there are 110 such wells, and over half of Varsovians use them, despite the fact that such sources have their own problems, notably requiring filtration of excess iron.

	Water treatment plant
	Launch date
	Average daily usage, 000s m3 
(% Warsaw water supply)
	Capacity usage

	Central (Wodociąg Centralny)
	1886
	260-310 (50%)
	50%

	Praski (Wodociąg Praski)
	1964
	120-140 (30%)
	80%

	Northern (Wodociąg Północny)
	1986
	70-100 (20%)
	30%

	Groundwater sources
	
	(<1%)
	

	TOTAL
	
	500 (100%)
	50%


Source: Interview 17/11/04, Mr Drogosz (MPWIK)

1.2.2 Consumption

Total average daily consumption is 500,000 m3/day (although when the Pope visited several years ago, tourism meant this spiked to 900,000). Average consumption per capita is around 170/litres/person/day, which is high compared for example to Szceczin (120). The reason is that a lot of people are not officially resident in Warsaw, so that the population is underestimated. The official figure for Warsaw is 1.7m; the real figure is 2-300,000 higher, probably around 2m. 

	Main drinking water source
	surface water

	% of wastewater treated
	35%

	Price of water per m3 excl VAT
	0.73

	Annual water consumption in m3:

       Consumers

       Industry
	160.8m

250.1m





Source: WATER project

1.2.3 Wastewater
The basic sewer arrangement from 1881 has remained to this day; 750,000m3 still flows into the Vistula from the left bank.
 Municipal wastewater (200,000 m3/d) is treated by „Czajka” Plant, the only one working, and only for the right side of the city. The „Południe” wastewater treatment plant is to start operations on the left bank of the city in 2005, with capacity of 112,000 m3/d. 

Less than half of the waste water generated in the city is treated in a waste water treatment plant; the rest is discharged without any treatment directly to the River Vistula or into the ground. Warsaw is therefore the largest single source of untreated waste water in Poland. (Warsaw and Budapest are the two largest sources of untreated waste water in the whole of Central Europe.)
 As a result of the large quantities of untreated wastewater, from Warsaw itself and from upstream, the quality of the Vistula in the Warsaw region is below Class 3.

In 2001 the sewerage system serves 92% of the population. Of this, two-thirds is combined sewerage, and one third separated.

	Wastewater treatment plant
	Construction begin
	Launch date
	Average daily usage, 000s m3 
(capacity)
	Area served

	Czajka
	1974
	1991
	200 (240)
	most of right (east) bank, some other municipalities

	Pruszków
(expansion)
	1970s

(1999)
	 (2003)
	(50)
	Pruszków, Ursus

	Południe
	2000
	2006
	(112)
	3 southern Warsaw districts (300,000 population)

	WW discharged untreated, 2004
	
	
	75% of total (1999)
	

	Czajka expansion
	2006
	2010
	(480)
	right bank, plus most of left bank via sub-Vistula trunks; some other municipalities


Future
Bringing waste water treatment up to EU standards will require an investment of over €300 million to build a new treatment plan in the southern suburbs, to rebuild and greatly enlarge the one existing treatment plant and to build an extensive collection system including a major collector under the Vistula River. A first phase of the project has been approved included the construction of the Warsaw south treatment plant and associated collection system (ISPA contribution €27.4 million).
 See Episode: WWTP construction and finance below.  

2 Water and sewerage undertaking
2.1 Overview
As of 1 January 2003 MPWIK (Miejskie Przedsiebiorstwo Wodociagow i Kanalizacji) is officially a joint stock company, 100% owned by the city of Warsaw. MPWIK serves Warsaw as well as neighbouring municipalities, such as Pruszków and Piastów.
 Although the city owns Warsaw’s infrastructure, for historical reasons, MPWIK owns the assets in some neighbouring municipalities such as Pruszków. In 2004 the city transferred responsibility for managing and financing investment to MPWIK.








2.2 Water and wastewater undertaking profile

	Undertaking identification
	MPWIK

	Geographical scope
	Warsaw and some neighbouring municipalities

	Type of activity
	Water supply and sewerage and wastewater treatment

	Type of assets ownership
	Public (assets owned by city of Warsaw or MPWIK)

	Type of operations
	Public (MPWIK owned by city of Warsaw)

	Tariffs (EUR/m3)
	See section below 


2.3 Region profile

	DEMOGRAPHY AND ECONOMICS

	Gross National Product per capita (EUR/capita/a)
	€9410 (Poland, 2001)


	ENVIRONMENT

	Yearly rainfall 
	667mm (average Poland 2002)



2.4 Water resources and uses

See section 1 above.
2.5 Prices
Water supply and sewage collection – Tariffs in selected cities as of October 20th, 2003 

PLN/m3 (7% VAT included) 
The lowest tariffs (of 20 cities – only 6 shown here) in blue; the highest in red; case study cities bold
	City


	Services provided to private consumers


	Services provided for industrial purposes


	Other



	
	Water
	Sewage 
	Total 
	Water


	Sewage 
	Total 


	Water
	Sewage 


	Total 

	Warszawa
	2,16


	2,65


	4,81


	2,16


	2,65


	4,81


	2,16


	2,65


	4,81



	Bytom


	3,95


	2,76


	6,71


	3,95


	2,76


	6,71


	3,95


	2,76


	6,71



	Gdańsk


	2,59


	2,53


	5,12


	3,39


	3,52


	6,91


	3,39


	3,52


	6,91



	Koszalin


	1,55


	1,92


	3,47


	1,55


	1,92


	3,47


	1,55


	1,92


	3,47



	Łódź


	1,96


	1,48


	3,44


	2,29


	2,50


	4,79


	2,29


	2,50


	4,79



	Ostrów Wielkopolski


	2,14


	5,20


	7,34


	2,40


	5,20


	7,60


	2,40


	5,20


	7,60




Source: adapted from Czarzasty (2004)
In euros, Warsaw’s rates per cubic metre are €0.47 for water, €0.58 for wastewater, and €1.06 total.

2.5.1 Price setting
In January 1998 the director of MPWIK said that water prices were PLN1.3 per cubic metre, but they should be PLN2.

In 2004 prices had not been changed since 2001 as MPWIK considered its revenue sufficient. In 2001 water and sewerage was affected by a change in the Environmental Law, where charges for use of the natural environment (e.g. abstraction) went up. There was a need to reflect this in prices, and they were adjusted appropriately. In 2003 the Environmental Law was changed again and the charges were lowered a little; leading to increased profit margins. In addition, inflation was relatively low.

3 Episode: WWTP construction and finance
In 1990, Warsaw treated only five percent of its wastewater, dumping the rest directly into the Vistula River.
 This five percent was wastewater which was transported from one Warsaw district (Ursus) to a WWTP in a neighbouring municipality, Pruszków. In 1991, WWTP Czajka was completed, providing wastewater treatment to the right bank of Warsaw, and raising the coverage rate to around a quarter. Projects to build two further plants (Południe and Pancerz) were under discussion in the early 1990s.

EU project 2000/PL/16/P/PE/020 was signed with ISPA in 2003. The project includes investment from ISPA/Cohesion Fund, EIB, and MPWIK. From mid June 2004, MPWIK is independently implementing the project, with titles and obligations transferred to it by a decision of the City of Warsaw. The project includes four phases and covers both water and wastewater treatment. 
· Phase I is sewage collectors for the Południe WWTP: collectors and a pumping station etc, to discharge treated wastewater in the Vistula downstream from the Central and Praski water intakes. Południe will serve the southern part of Warsaw’s western bank. 
· Phase II (costing an estimated €136m, with c. 62% EU contribution) is network modernization and replacement, as well as modernization of Northern and Central water treatment plants (including adding indirect ozonation and activated carbon filtration at Central). 
· Phase III (c €200-250m) is modernization and extension of Czajka, together with trunk mains under the Vistula to collect wastewater from Warsaw’s west bank. At least 60% EU assistance is hoped for. 
· Phase IV is various long-term investment plans, including the Zegrzyński Reservoir Belt. (An agreement has been signed between Warsaw, the Mazowieckie voivodship and several municipalities and counties (including Legionowo County, enabling the commencement of the formal application process for the Belt.)

The total cost of all these, expected to be completed before the end of 2010, is around 4200m PLN, or around €1bn.
 This project is to enable the city of Warsaw to achieve compliance with Urban Wastewater Directive 91/271/EC. Południe is HELCOM’s Hot Spot number 83.1; Czajka and Pancerz are respectively numbers 82 and 84.

3.1 Pruszków WWTP: acquisition and modernization

The neighbouring municipality of Pruszków has had a small WWTP since the 1970s. The Pruszków wastewater treatment plant was acquired by MPWiK in 1991 by a decision of the voivod. The reason for doing so was an urgent need to improve the quality of water in Utrata river (a small river crossing Żelazowa Wola, the birthplace of Frederic Chopin, located about 40 kilometres to the west of Warsaw), which at the time was heavily polluted (mostly with industrial wastewater). Despite long-lasting negotiations, no agreement between the interested parties (MPWiK, Warsaw and Pruszków municipalities) had been concluded; therefore such a radical step was taken by the voivod.  Finally, MPWiK was granted the legal title to the land but in exchange for a guarantee to modernize the plant on its own. The modernization process – including capacity expansion to 50,000 m3 –was conducted between 1998 and 2003 and some industrial operations located in the area agreed to participate in the expenditures. The plant now treats some wastewater from one of Warsaw’s districts (Ursus). 
3.2 Południe WWTP: plan and re-siting
As long ago as 1990, a WWTP plant (“Południe”, or “South”) with a capacity of 230,000m3/day was proposed for a 38-hectare site adjacent to the Siekierki power station, in the southern left-bank Warsaw district of Mokotow.
 
In February 1993 it was reported that an agreement had been signed between the district-municipal joint venture South Sewage Treatment Plant Ltd, Capital Consulting, and Lyonnaise-des-Eaux subsidiary Degremont. Degremont was reported to be responsible for financing the $100m project using loans from “banks in France and Luxemburg”. Warsaw would provide around PLN100bn ($6.25m) to buy the plant site.
 The plant was to be built next to the Siekierki combined heat and power plant, and have a capacity of 167,000m3/day.
 It was hoped that the plant would be operating by 1997.
 

In August 1994 it was reported that $300m was to be spent on a 140,000 m3 plant at this location, on a 20-hectare site.
 In December 1994 the Board of the European Investment Bank approved a loan of ECU45m for the Warsaw South treatment plant and associated works.

After spending some $2.8m on planning and administration, opposition from some local residents (over nuisance of construction and operation of the plant and network) forced a decision to choose a different site.
  There was also opposition from environmental groups, most prominently the League for Environmental Protection (Liga Ochrony Przyrody, LOP) and the “Friendly City” ("Przyjazne Miasto") organization questioning the economic, technological and ecological reasons for the construction of the plant and supporting the idea of Czajka modernization instead.
 Eventually it was decided to build the plant further south, in the Wilanow area, where the city had not yet however acquired the land. The city's 1996 budget allocated some PZN12.5m ($4.46m) for the project, but the activities of the tender committee were frozen until March 1997.

By mid-1999, the plant was planned with capacity of 112,000 m3/day, which would be adequate for the population of 300,000 in the southern part of the city's west bank for the time being. If necessary, the capacity of this plant could be doubled later.
 The project was under the control of the city-owned project company Oczyszczalnia Sciekow Poludnie Sp Z o.o. (South Waste Water Treatment Plant Ltd.).

In 2000 ISPA provided a €27.5m grant towards the wastewater collectors needed for Południe. The tendering for the civil works and equipment at the plant was begun before ISPA funding became available and therefore this part of the project was not eligible for support from ISPA.
 Indeed, it was the coming available of ISPA funds which led to the splitting off of the collectors from the main project, in order to be able to present a new project to the EU which would be eligible for ISPA.

Construction began in 2000, and the plant is expected to be operational by 2006. It is to serve around 25% of the Warsaw population. Resources are provided by the European Investment Bank, National Fund for Environmental Protection and Water Management, ISPA and city budget. In 2001 the estimated share of sources is: EIB 26 %; National Environment Fund (NFOSiGW) 30 %; City of Warsaw 30 %; ISPA 14 %.

3.3 Czajka WWTP
The first wastewater treatment plant for Warsaw
, “Czajka”, was designed 1970-3, and construction began in 1974. Operations began in January 1991.
 For historical reasons it is situated on the right bank of Warsaw, where most of the industry was. At the time of construction, industry accounted for 30% of wastewater in Warsaw, including the most heavily polluted; today it is 8%. The projected capacity in 1974 was to be 400,000 m3, to be expanded to 600,000.

In October 1993 there was an ECU1m tender to modernise Czajka,
 using Phare funds.
 Following modernization, Czajka has a capacity of 220,000 m3/day, and this is sufficient for the right bank’s needs together with some neighbouring municipalities. The plant serves 500,000 Warsaw inhabitants, about 31 % of the population.

The plant is to be modernised to meet EU standards, in particular on nitrogen and phosphorus. It currently fails on nitrogen, and only meets one of the alternative parameters for phosphorus.

3.3.1 Pancerz WWTP: plan and abandonment

In addition to Poludnie and Czajka, a third waste water treatment plant – with a capacity of some 260,000 m3 per day – was under discussion in the early 1990s to serve the northern part of the west bank of the city. This could be located either at Pancerz on the west bank or on the same site as the existing Czajka plant on the other side of the river. Since the use of the Pancerz site would involve clearing some 70 hectares of forest, 
 the expansion of Czajka was preferred, once the feasibility of this approach had been demonstrated. 
Warsaw council decided on 25 October 1999 to abandon the Pancerz site and expand the Czajka site instead, building a trunk main under the Vistula to connect it to the left bank. This followed a three-year feasibility study (1996-1999) and was followed by another five years (1999-2004) of technical preparation, preparation for tendering of the project, and applications for EU funding. The construction contractor is likely to be selected in 2006, with the modernization process planned 2006-2010, and the Vistula trunks 2007-2009.
 

Warsaw produces an annual volume of 630,000 m3 of wastewater, of which more than 70% is discharged straight to the Vistula. MPWiK already owes nearly PLN500m (over €100m) in deferred fines for contaminating the river, which it will have to pay if the plants are not complete by 2010.

4 Episode: Restructuring
4.1 Private involvement
MPWIK became a municipal budget entity in 1991. It became a commercial-law company, 100%-owned by the city of Warsaw, on 1 January 2003.
  There have been occasions for possible private involvement, including BOT and stock market flotation, but this has not happened as of 2004.

“…knowledgeable observers believe that Warsaw’s political culture reflects the fact that it is the seat of the central government, and therefore home for many people who have strong beliefs about what constitutes the proper role of government. For Varsovians, and their elected representatives, municipal utilities should properly remain a municipal function.” (Moran 2000:165)

4.1.1 BOT, 1993

In February 1993 it was reported that an agreement had been signed between the district-municipal joint venture South Sewage Treatment Plant Ltd, Capital Consulting, and Lyonnaise-des-Eaux subsidiary Degremont. Degremont was reported to be responsible for financing the $100m project using loans from “banks in France and Luxemburg”. Warsaw would provide around PLN100bn ($6.25m) to buy the plant site.
 The plant was to be built next to the Siekierki combined heat and power plant, and have a capacity of 167,000m3/day.
 It was hoped that the plant would be operating by 1997.
 However, by 1999 local opposition to the siting of the plant saw it moved further south, now apparently without private involvement in the financing.

4.1.2 World Bank, 1996

In 1996 it was reported that the World Bank was preparing a feasibility study for a water and wastewater scheme in Warsaw, financed by $1.5m from the EU's PHARE programme. The study anticipated substantial investment and broader sources of co-financing, possibly involving the EBRD, and was “expected to widen private investment in the sector.”

4.1.3 Septic tank emptying, 2000

The permanent sewer system is currently 2,020 km long and serves 90 percent of the capital's population. “Most people beyond the reach of the sewage system live in the Wawer, Białołęka, Rembertów, Włochy and Targówek boroughs. In these areas new single-family homes usually have their own septic tanks. The tanks are then emptied by waste-removal trucks and the sewage dumped into the municipal sewers at four drainage stations, located on the following streets: Jagiellońska (Praga Północ), Korotyńskiego (Ochota), Karlińskiego (Wola) and Odlewnicza (Białołęka).”

In around 2000 there was a case of a company wanting to enter the wastewater sector. It wanted to carry waste in waste tankers, and would then need to discharge them at MPWIK WWT plants. MPWIK refused. This was declared an abuse of monopoly position and MPWIK fined – but the company withdrew nonetheless.
 

4.1.4 EBRD involvement, 1999 - 2002
In May 1999, the City of Warsaw and the EBRD signed a letter of intent regarding possible privatization or partial privatization of MPWIK, and the construction of a third WWTP for the north of the left bank. The EBRD would help the city develop its investment strategy and facilitate co-financing with commercial banks, and possibly provide funding itself. The EBRD saw MPWIK as becoming self-financing and not needing to rely on city guarantees to raise finance. It was reported that a stock market flotation was a possibility, but not, however, planned for the immediate future.

In December 2001, it was reported that EBRD and ISPA representatives were working on the financing structure for a wastewater treatment plant BOT in Warsaw, expecting to complete the deal within six months.
 In August 2002, Warsaw invited advisers to bid to prepare tender documents for a 20-30 year €200m - €250m BOT for Czajka; but although the council had approved the process, there were concerns that municipal elections in November 2002 might lead to a change of heart.
 In 2003, the possibility of Czajka’s modernisation and expansion being carried out as a €215m 25-year BOT was mentioned.
 In 2004, with no sign of a stock market flotation of MPWIK, it was reported that “several years ago, the French firm SAUR wanted to take part in the privatization of the MPWiK, but the authorities were so reluctant that in the end no serious steps were taken.”
 
Following the 2002 Warsaw elections, which saw a new Mayor elected, such ideas seem to have fallen out of favour with the City, which is now no longer working with the EBRD and instead pursuing traditional public procurement with the support of EU funding. One factor seems to have been the legal uncertainties regarding PPPs, which a law under discussion in the Sejm in early 2005 is to address. In addition, the restructuring of MPWIK as a municipally-owned commercial law company strengthened its financial and legal position, and made private involvement less attractive.
 
4.2 Neighbouring municipalities
MPWIK serves Warsaw as well as some neighbouring municipalities, such as Pruszków and Piastów. The restructuring in the early 1990s from a state-owned voivodship company to a municipal unit (and later, municipal company) caused some legal and structural complications.
4.2.1 Asset ownership
In 1990 MPWIK served the whole of the Warszawskie voivodship (at a time when there were 49 voivodships, rather than 16 as now). After transformation from a voivodship company to a municipal one,
 the municipality of Warsaw initially owned the water and sewerage system in other towns previously served by the voivodship company. Under the regulations of the Local Government Act, the system was to be split and handed over to the appropriate municipality. Some towns cooperated with this approach and created municipal budget entities or companies to take over the relevant local responsibilities – for example Legionowo, Otwock, Piaseczno. However, not all wanted this ownership responsibility, and in some cases Warsaw (actually, MPWIK) has remained the owner and MPWIK the operator. There were some cases where, legally, the voivodship couldn’t transfer neighbouring municipalities’ assets to Warsaw, but it could transfer them to MPWIK itself. This it did, which however caused some legal problems some years later when MPWIK became a commercial law company.

The process for clearing the legal status of assets is still not fully complete for all assets. Where MPWIK owns them the situation is clear. With some others receiving bulk water it is not. Some of these might want to transfer their assets to Warsaw – which is allowed by law. Warsaw would donate the assets to MPWIK. For these municipalities (e.g. Ząbki), the attraction is getting rid of investment and other costs. There are also issues of economies of scale and cross-subsidisation: in general, the smaller municipalities have a lower population density and higher costs per person. Furthermore, Warsaw subsidised the water tariff, but other towns (who owned the assets in some cases operated by MPWIK) did not.

In the 1980s a protection system for the northern reservoir (carrying away sewerage) was developed, but so expensive that in 2004 it is still not yet completed. There are also legal complexities: it is partially owned by three municipalities whose territory it crosses, whilst the land is still owned by the state.
 A political demand from these three municipalities is a stable price-setting policy from Warsaw. In exchange for not suing Warsaw and for transfer of ownership rights to it, Warsaw is obliged to pay for the system’s completion. This will cost around PLN50m; an EC funding application is on the way.

4.2.2 Operations relationships
The first conflicts after formal separation came in the early 1990s. MPWIK provided bulk water from its Vistula sources to neighbouring municipalities who now owned and operated their assets. The city of Warsaw decided to keep the right to set prices. Until 1994 price-setting for services (including water) remained with the Warsaw Council (legislative body). After that it was the Warsaw Board (executive; cabinet). The Council had 68 members; the Board 5-10, with the President/Mayor as head.

MPWIK wanted to charge bulk water receivers the full consumer water price in Warsaw. Legionowo sued Warsaw in 1992 for unfair practices, in a case lasting several years. It went all the way to the Supreme Court – but their ruling didn’t clear the situation. From the Court’s point of view, the regulation for price-setting was of questionable legality; the legal chaos remained until the 1997 Municipal Economics Act. Some towns did negotiate a wholesale price for their bulk water. Legal uncertainty was finally ended with the 2001 Act on Collective Water Supply and Sewerage.

There is now an agreement between Warsaw and others being negotiated. This will mean the other municipalities (which sign up) granting Warsaw the right to set prices for their local system, so that the Warsaw price applies to all. The agreement is voluntary and is being negotiated by nine municipalities which receive Warsaw bulk water. A new price-setting regime was instituted in 2002, through the 2001 Water Act. In a parallel event, the administrative system in Warsaw was changed (again) – it was recentralised to some extent. The central city authority was strengthened vis a vis the city districts. The authority can now negotiate with each gmina, or use the agreement (until this is finalised there are no proposals or decisions on prices; all parties are awaiting clarification). After the agreement there will be a new proposal.

In addition to agreements over bulk water supply, operation of other municipalities’ infrastructure, and operation of infrastructure in other municipalities owned by MPWIK, there are also agreements over wastewater treatment. Several neighbouring municipalities (including Ożarów Mazowiecki and Legionowo) transport wastewater direct to the Czajka WWTP, on the basis of a civil contract for wastewater treatment only. Consequently (where the municipality owns the network) they are responsible for failures and environmental fines. 

4.2.3 Connections

In July 2002 the Office for the Protection of Competition and Consumers (UOKiK) levied a fine of over PLN 1 million (€250,000) against MPWiK for failing to curtail practices condemned by the Anti-Monopoly Court in a March 2001 judgement.
 At issue was the longstanding MPWiK policy of refusing to compensate consumers for private expenses related to municipal water network connections.
 
A Constitutional Court judgement is interpreted to mean that when a newly developed water system is connected to the public water network, legal title automatically passes to the water company.
 When new connections are built at private expense and then connected to the network, MPWiK subsequently assumes ownership of these installations, which according to regulators is unlawful enrichment.
 In 2001 alone, the number of disadvantageous contracts signed between the MPWiK and private consumers exceeded 1,000.
 UOKiK estimated that between 1997 and 2002 MPWiK took over private connections worth PLN60m. UOKiK ordered MPWiK to stop this practice in March 2002, but by July the company was still refusing to comply by contributing to the cost of the new network construction.

5 Participation and sustainability

Participation in environmental issues generally is still rather limited in Poland. “Polish environmental policy generally remains state-centred and technocratic”, 
 and the exalted place of science and engineering in communist Poland discourages the “political phenomena” associated with public participation.
 Environmental groups along with residents did however play a key role in several Warsaw episodes in relation to the siting of several wastewater treatment plants. Participation in other areas is limited, following the usual model where fully municipally-owned companies are held accountable by elected representatives rather than by public participation methods.
Sustainability was a key issue, with the wastewater treatment plant construction motivated above all by sustainability concerns. These sustainability concerns were shared at every level (local, national, EU), and the availability of financing from a number of sources ensured that after years of delay due to financial problems these concerns could be translated into action. 
Path dependency was a problem, as a focus in the 1970s on the wastewater treatment needs of industry led to a choice of a site for the major WWTP on the opposite riverbank from where most of the population of Warsaw is; but after 1990 industry’s needs later fell dramatically with the decline of industry and increased water efficiency. This caused additional complications and costs for satisfying the wastewater treatment needs of Warsaw as a whole.
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� The Law on the Organisation of Self-Government of the Capital City of Warsaw of 25 March 1994, as amended in 1995, governed the commune of Warsaw until the 2002 Warsaw Act replaced it.


� The neighbouring municipality of Pruszków has had a small WWTP since the 1970s. It also treats some wastewater from one of Warsaw’s districts (Ursus). Its capacity was expanded to 50,000 m3 in 1998-2003.


� The neighbouring municipality of Pruszków has had a small WWTP since the 1970s. It also treats some wastewater from one of Warsaw’s districts (Ursus). Its capacity was expanded to 50,000 m3 in 1999-2003.


� Under the old system the Voivod of the Warsaw voivodship was also the President of Warsaw, complicating the legal issues relating to the re-establishment of effective local government.


� This is also true for the Northern water treatment plant’s land and its network; and it has 250 hectares in a good location. The city filed a motion with the voivod in 2003 to municipalise the land. Land rights for water and sewerage infrastructure and other sites were not transferred with municipalisation, and legal title for MPWIK was only gradually being established by legal process.





� Interview 17/11/04, Leszek Drogosz (Deputy Director, City of Warsaw Infrastructure Dept), various staff of MPWiK


� Warsaw Act (Ustawa warszawska) of 27 October 2002. Warsaw (Dec 7, 2004, 13:53 UTC). In Wikipedia: The Free Encyclopedia. Retrieved from http://en.wikipedia.org/wiki/Warsaw


�  Polish News Bulletin, 9 March 1995, “Central Warsaw Fears Centralisation”


� Interview with Czajka WWT unit, 17/11/04


� Warsaw (Dec 7, 2004, 13:53 UTC). In Wikipedia: The Free Encyclopedia. Retrieved from http://en.wikipedia.org/wiki/Warsaw


� “In 1881 an agreement was signed with William Lindley and his son William Heerlein Lindley for a detailed project of a water supply and sewage disposal system as well as for taking over the management of the works.” Justyna Wrobel, Warsaw Business Journal, 9 August 1999, “Feature: Time Tunnels” 


� Wierecky (2003)


� http://um.warszawa.pl/v_syrenka/miasto/prezydenci-20.htm


� Interview 17/11/04, Mr Drogosz (Deputy Director, City of Warsaw Infrastructure Dept)


� Miscellaneous MPWIK materials, undated


� Interview with “Czajka” WWT MPWIK unit, 17/11/04


� Interview 17/11/04, Mr Drogosz (Deputy Director, City of Warsaw Infrastructure Dept)


� Moran (2000:164)


� Inspectorate for Environmental Protection (1997)


� FT Energy Newsletters - Water Briefing, 19 April 1995, “Warsaw seminar hears of dollars 1.4bn needs in Vistula basin”


� The Warsaw Voice, 28 January 2004, “Water of Life?”


� Interview 17/11/04, Mr Drogosz (Deputy Director, City of Warsaw Infrastructure Dept)


� http://www.urban.nl/download%20files/WATER%20project%20EN.pdf. WATER was a 1999-2001 “awareness raising” project funded by DG Environment.


� http://www.e-warsaw.pl/inwestycje/woda.htm


� European Commission (undated)


� Trzupek (2004)


� Helsinki Commission/Baltic Marine Environment Protection Commission (2003:42)


� European Commission (undated)


� Interview 17/11/04, Mr Drogosz (Deputy Director, City of Warsaw Infrastructure Dept)


� http://news.bbc.co.uk/hi/english/static/in_depth/europe/2000/redefining_europe/default.stm


� Central Statistical Office (2003)


� Calculated from Czarzasty (2004), using European Commission Oct 2003 PLN/EUR rate of 4.551:1


� FT Energy Newsletters - Global Water Report, 8 January 1998, “Poland: Warsaw water comes cheap”


� Interview 17/11/04, Mr Drogosz (Deputy Director, City of Warsaw Infrastructure Dept)


� Maria D. Vesperi, St. Petersburg Times (Florida), 30 September 1990, “Environment on the edge of collapse” 


� MPWIK ISPA Project Implementation Unit (2004), “Water Supply and Wastewater Treatment in Warsaw”.


�  Helsinki Commission/Baltic Marine Environment Protection Commission (2003)


� FT Energy Newsletters - Global Water Report, 16 October 1996, “Publications Review: Audit unveils Poland's major wastewater needs”


� PAP News Wire, 1 February 1993, “Warsaw to receive new sewage treatment plant”


�  Joanna Cabalska. Polish News Bulletin, 2 February 1993, “Warsaw Sewage Treatment Plant Deal Signed” 


� PAP News Wire, 1 February 1993, “Warsaw to receive new sewage treatment plant”


� FT Energy Newsletters - Water Briefing, 24 August 1994, “News: dollars 300m wastewater plant planned for Warsaw”


� European Investment Bank website, accessed 12 August 2004. http://www.eib.org/projects/loans/project.asp?loan=3549894


� FT Energy Newsletters - Global Water Report, 16 October 1996, “Publications Review: Audit unveils Poland's major wastewater needs”


� Danuta Frey, Rzeczpospolita, 21 September 2000, „Oczyszczalnia niezbędna czy niekonieczna. Stolica. Prezydent wmurowuje akt erekcyjny, ekolodzy protestują”. 


� FT Energy Newsletters - Global Water Report, 16 October 1996, “Publications Review: Audit unveils Poland's major wastewater needs”


� FT Energy Newsletters - Global Water Report, 21 May 1999, “EBRD looks to Warsaw flotation”


� European Commission (undated)


� European Commission (undated)


� Interview with Czajka unit, 17/11/04


�  Helsinki Commission/Baltic Marine Environment Protection Commission (2003:45)


� Miscellaneous MPWIK materials, undated


� Interview with “Czajka” WWT MPWIK unit, 17/11/04


� FT Energy Newsletters - Water Briefing, 19 November 1993, “Foreign contractors focus on clean-up opportunities”


� PAP News Wire, 14 October 1993, “PHARE fund helps modernize "Czajka" sewage treatment plant”


�  Helsinki Commission/Baltic Marine Environment Protection Commission (2003:43)


�  Helsinki Commission/Baltic Marine Environment Protection Commission (2003:44)


� FT Energy Newsletters - Global Water Report, 21 May 1999, “EBRD looks to Warsaw flotation”


� Interview with Czajka WWT unit, 17/11/04


� Izabela Kraj, Rzeczpospolita, 25 January 2005, „Berlińskie konsultacje. Przed rozbudową oczyszczalni ścieków Czajka”. 


� Interview 17/11/04, Mr Drogosz (Deputy Director, City of Warsaw Infrastructure Dept)


� PAP News Wire, 1 February 1993, “Warsaw to receive new sewage treatment plant”


� Joanna Cabalska. Polish News Bulletin, 2 February 1993, “Warsaw Sewage Treatment Plant Deal Signed” 


� PAP News Wire, 1 February 1993, “Warsaw to receive new sewage treatment plant”


� FT Energy Newsletters - Global Water Report, 21 May 1999, “EBRD looks to Warsaw flotation”


� FT Energy Newsletters - Global Water Report, 4 July 1996, “Multilaterals leverage financing for East European projects”


� http://www.e-warsaw.pl/inwestycje/woda.htm


� Interview with Grzegorz Materna (Urząd Ochrony Konkurencji i Konsumentów, Delegatura w Warszawie), 12 October 2004


� FT Energy Newsletters - Global Water Report, 21 May 1999, “EBRD looks to Warsaw flotation”


� Global Water Report, 21 December 2001


� Global Water Intelligence, August 2002, “Warsaw seeks advisers for Czajka”


� The Warsaw Voice, 30 March 2003, “Advice from Salans – improving Polish water – anybody interested? (2)”


� The Warsaw Voice, 28 January 2004, “Water of Life?”


� Interview with Gerry Muscat, EBRD, 28 February 2005


� Interview 17/11/04, Mr Drogosz (Deputy Director, City of Warsaw Infrastructure Dept)


� Global Water Report, 23 August 2002, “Warsaw water fined”


� Polish News Bulletin, 7 August 2002, “Utilities Challenged”


� The Warsaw Voice, 30 March 2003, “Advice from Salans – improving Polish water – anybody interested? (2)”


� Polish News Bulletin, 7 August 2002, “Utilities Challenged”


� Polish News Bulletin, 7 August 2002, “Utilities Challenged”


� Polish News Bulletin, 23 July 2002, “Consumers Watchdog Punishes Water Pipe and Sewage Company”


� Moran (2000:181)


� Moran (2000:181)






WaterTime partners:  
PSIRU, Business School, University of Greenwich, UK 
ERL, Universidad Complutense de Madrid, Spain 
Institute of Environmental Engineering and Biotechnology (IEEB), Tampere University of Technology, Finland
International Water Affairs, Hamburg, Germany  
Eötvös József College, Hungary
Coordinator: PSIRU, Business School, University of Greenwich, Park Row, London SE10 9LS, U.K. 

31/01/2005

Page 17



