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Financial provision - protecting the environment and the public purse

Mineral extraction industry

Bonds in place for planning restoration, e.g. realigning streams.
No financial provision for other environmental liabilities e.g. managing polluting discharges.

Problem: Increased costs e.g. environmental
levys combined with reduced revenue e.g
declining price of globablly traded product.
Restoration was behind schedule at some sites.

Proactively sought buyers for assets
aiming to avoid compulsory liquidation.

Aimed to trade its way out of trouble through
expansion of operations.

Liquidator tried to disclaim land and
environmental licences.

Courts decided that liquidators don't have
the right to abandon onerous property.

Success: the sites are in

< i Success: the sites and assets
environmental compliance. transferred to a charity - L;, SMRT
- ‘ Scottish Mines Restoration Trust.
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To produce practical guidance that will better
equip regulators and others to make informed
decisions about financial provision for unforeseen
and foreseen liabilities.
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FP principles: secure, sufficient, available when
required should deliver:
The environment is protected
The public purse is protected
Investment in pollution prevention
Implementation of polluter pays principle
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Which FP are legally secure?
Best practice in calculating the
amount of FP for
accidents/incidents?

How to improve supply and
demand of FP ?

Best way of making financial
provision for large numbers of
relatively low risk activities?

Analysis

Practical
guidance

Follow up
Interviews
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UNFORESEEN:

Environmental
insurance

Success highly
dependent on
construction and
monitoring of the
Financial security and
sufficiency

Findings

Regulatory consistency and time

FORESEEN: More options and
Financial institution  flexibility for Small
Self guarantee (e.g. Medium Enterprises E.g.
provision,  bond), cash deposit pools
mutual (e.g. escrow),
fund/pool parent company
guarantee, charge
on assets

Concerns around the role
of corporate law and

insolvency/bankruptcy law
SECURE, SUFFICIENT, in hindering cost recovery
AVAILABLE WHEN

REQUIRED



The Role of Regulators &
-irm enforcement
Regulatory acceptance

Publicity campaigns
Working with the supply chain

.. * Tax breaks

* Mandatory provision -
conflicting views
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*A COMBINATION OF FINANCIAL PROVISIONS MAY BE REQUIRED WHERE A CASH DEPOSIT IS ALLOWED TO BUILD UP OVER TIME UNTIL THE VALUE OF THE DEPOSIT IS SUFFICIENT TO
MEET THE LIABILITY.
#*A COMBINATION OF FINANCIAL PROVISIONS MAY BE REQUIRED WHERE A CHARGE ON ASSET IS USED DUE TO ITS ILLIQUIDITY.






2018 - Objective and
Outcomes

IMPELF:

Evaluation of the

potential application T
of the Spanish and

Irish (and

Netherlands) models e R W
to other jurisdictions e

.

Confidence in decision
making

Streamlining

Reducing regulatory
burden




Email: Kim.Bradley@sepa.org.uk
Email: s.mccarthy@epa.ie

Website:
https://www.impel.eu/projects/financial

-provision-what-works-when/
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Questions

 What is the availability of FP that meets the
needs of the operator and regulator?

 What are key considerations for the regulator
about the financial health of FP institutions?

 Would you be interested in participating in the
road-testing of the calculation tools?



