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Introduction

There has been a great deal of interest in ways to establish trust funds to support environmental and conservation programs in the Pacific. At the sixth South Pacific Conference on Nature Conservation and Protected Areas in Pohnpei, Federated States of Micronesia in 1997, the member countries of the South Pacific Regional Environment Program (SPREP) endorsed plans to establish a Regional Trust Fund.  The South Pacific Biodiversity Conservation Program (SPBCP), which is executed by SPREP is currently exploring ways to develop a South Pacific Regional Trust Fund for Biodiversity Conservation to be established as an endowment in perpetuity.    Within the Pacific region there are existing examples of trust funds that benefit the environment.  Some examples include: The Pacific Development and Conservation Trust established by the New Zealand Government in 1989 and the Papua New Guinea Conservation Trust Fund, whereby The Nature Conservancy was instrumental in establishing a charitable trust in the form of a registered company under the Papua New Guinea Companies Act.  In the Cook Islands the Environment Protection Fund was established with the aim of conserving and protecting the Natural Environment.  This paper examines the Cook Islands Environment Protection Fund.

The Setting

The Cook Islands is a small landmass of 237 sq km made up of fifteen islands.  The islands are spread over an ocean area of 1830,000 sq km, located between 9o and 23o S latitude and 156o and 167o W longitude.  Tourism is the main source of foreign exchange, followed by pearl farming and off shore banking.  

The Cook Islands is an internally self-governing state in free association with New Zealand, which is responsible for Cook Islands' defense.  Executive authority is vested in the British monarch, who is Head of State, and is exercised through her official representative, the Queens Representative.
The Rarotonga Environment Act (1994-95) is the main environmental legislation for the island of Rarotonga.  This Act doesn’t apply to the other islands of the Cook Islands. However, the island councils of the respective islands can formulate by-laws relating to environmental matters.
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The Environment Protection Fund

In 1994, the Cook Islands Government took the initiative to establish a distinct self-generating fund to assist in protecting and conserving the environment.  This fund, called the Environment Protection Fund (EPF), was established after an amendment to the International Departure Tax Act (1984) by Parliament on 7 September 1994.  The amendment states that $NZ5.00 from each departure tax shall be paid to an account held by the Cook Islands Government to be known as the Environment Protection Fund.  This statute increased the departure tax from $NZ20.00 to $NZ25.00.  The extra five dollars from each departure tax applies to every person twelve years of age and over.  Children under 12 pay a $10 departure tax, none of which goes towards the EPF.  Payments designated for the EPF officially began on October 1, 1994.

Under the International Departure Tax Amendment, the EPF is to be spent on the conservation and protection of the natural environment at such times and in such manner as Cabinet shall from time to time approve. This includes the “protection and conservation of the reef and foreshore, any species of flora and fauna, soil conservation, the protection from pollution to land, sea and air and other purposes covered by the Conservation Act 1986/87” (repealed by the Rarotonga Environment Act 1994-95). 

The EPF is regenerated from departure taxes as the capital is spent.  This ensures sustainability.
Up until 1998, the money earmarked for the EPF was controlled by Treasury
, and consolidated into the general crown revenue. It is uncertain if the extra five dollars from the departure taxes were being directed towards environmental purposes from 1994-1998, as no audit was conducted on use of the EPF component of this consolidated revenue.

The departure tax levy was identified as a means to generate funds because of the realization that most visitors have a high appreciation for the environment.  Many visitors come to the Cook Islands to experience the “green image” of the country, and it was felt that most would not object to paying the extra $5 for a worthy cause. 

Over the last five years, there have been approximately, 60,000 departures (visitors and departing residents) annually from the Cook Islands.  As the EPF departure tax applies to those over the age of twelve, it is estimated that 75% of departures contributed towards the EPF.  This equates to about 45,000 persons yielding an estimated $225,000 for the EPF per year.  

Environment Fund Committee

In formulating the EPF, no guidelines were established to select projects eligible for financial support.  The amendment to the departure tax legislation was broad in its intention and seemed to encourage wide participation. Thus, in early 1995, with cabinet approval, a committee was formed to establish guidelines and to assess project eligibility. The Environment Fund Committee was to operate under the chairmanship of the Minister of Conservation. The committee comprised of six senior officials representing Treasury, Conservation, Ministry of Outer Islands Development, Ministry of Internal Affairs, the Natural Heritage Project and the Special Projects Division (Office of the Prime Minister) and a representative from the private sector. 

Concept Paper

A concept paper entitled “Environment Protection Fund: Guidelines and Criteria” was prepared for the Committee’s consideration by the Cook Islands Conservation Service.    It recommended that the fund have set limits on a yearly basis or over a number of years.  The paper suggested a range of options on limits. For example, 80% of the Fund could be set aside for small grants up to a maximum of $15,000 per grant, while the other 20% of the Fund could be set aside for larger grants up to a maximum of $50,000 per grant.  The paper also suggested project proposals for funding from the EPF be considered from both the Public and Private Sectors, provided the proposals involved promoting, enhancing, protecting and restoring the environment through education, conservation and sustainable use.  Assessment of EPF proposals could be undertaken through a standard format application that needed to contain details such as objectives and endpoints, the implementors, and the budget.  In its implementation the EPF required a standard application form to completed (see attached), a secretariat for administering the fund (one person), monitoring of the project during implementation and an end of project report.

To be eligible for support from the EPF, proposals for funding needed to include at least one of the following criteria:

· Promotion of resource conservation, including the preservation of historical and traditional sites, as well as socially and biologically important plants and animals;

· Promotion of environmental education and awareness;

· Protection of important habitats – forests, swamplands, foreshore margins, lagoons and coral reefs;

· Reduction of environmental degradation;

· Reduction of pollution, including chemical and pesticide misuse, hazardous waste, and solid and liquid waste;

· Promotion of the sustainable use of natural resources, both living and non-living;

· Encouragement of community participation in relation to any of the criteria above.

Despite encouraging community participation, the Committee did not include representatives from NGOs or community groups. 

It was proposed that the Environment Fund Committee meet once a month as appropriate to assess and evaluate projects.  The committee met on a few occasions, but it later collapsed.   This was due to a lack of effective leadership and the EPF being consolidated into general Government revenue rather than a dedicated EPF account.

Problems of the EPF

The consolidation of the EPF into the general Government coffer created concern amongst environment agencies within both Government and non-government organizations.  Their concern was that the funds were not being channeled to appropriate projects.  A prime example of this was the allocation of $250,000 directly by government to a project that was not assessed by the committee.   

The issue of where the EPF was going was publicly raised on a number of occasions by the local NGO environment group, Taporopoanga Ipukarea Society Incorporated.  Perhaps this pressure, among other contributing factors, led in 1998 to a dedicated EPF Account being established at the Westpac Bank in Rarotonga.  A portion of the EPF is now used to supplement the Tu’anga Taporoporo
 budget (discussed in more detail later in this paper), as well as the National Heritage Project.   

Vigorous attempts were made by the Environment Council of 1997/98 to have the EPF deposited into a separate account dedicated to conservation purposes. In 1998, the Environment Council started legal proceedings against the newly formed Ministry of Finance and Economic Management (MFEM) (formerly Treasury) that was administering the Fund to establish a separate account for the EPF. The situation was settled before going to court and in that same year, a separate and dedicated account for the EPF was established with the Westpac Banking Corporation in Rarotonga.

Management and collection of the EPF

The current process for collecting the EPF is that the departure taxes are paid at the Westpac bank and are transferred to the MFEM.  An annual budget proposal is prepared by the Tu’anga Taporoporo and is subject to approval by Cabinet.   A portion of this budget comes from the EPF. The appropriated funds to the EPF are distributed by the MFEM into the EPF account held at Westpac bank approximately on a monthly basis. The combined monthly partial payments equate to the annual appropriation as calculated in the cabinet approved budget for the Tu’anga Taporoporo.  The Environment Council is the trustee of the EPF Account.  

When required, the Environment Service submits written requests to the 
Environment Council to disperse funds from the EPF Account to implement programs supported by the EPF.

For the 1997/98 budget, Cabinet appropriated a total of $353,063 to the EPF Account.  This allocation supported a number of Environment Service projects, including those implemented outside of the Service, such as the Cooks Islands Natural Heritage Project
 and collection of household rubbish by a private contractor
.  In addition, the Environment budget received a top up of $41,806.00 from Crown revenue.  Funds from Crown revenue are deposited into a separate account from the EPF.

In 1999, the Tu’anga Taporoporo had an approved budget of $513,977 with $297,00 coming from the EPF. The difference of $216,977 came out of crown revenue.  The funds from the EPF supplement the Environment Service personnel and operational costs and some of their work programs. 

Other recipients of the 1999 EPF again included the Cook Islands Natural Heritage Trust and the household rubbish collection service.  Their funding requirements are budgeted into the annual environment budget proposal, and they are paid directly by Tu’anga Taporoporo.

The appropriated EPF also includes grant money for environmental projects run by NGOs, public and private sectors or any other groups who successfully apply for it.  Although this grant scheme is open to any individual or group within Government or Non-Government there is a lack of publicity about the grant and how to apply for support.

Even though the issue of a separate EPF account has been resolved, the Environment Fund Committee established in 1995 has not been revived.  In effect, currently, the Environment Council assesses and approves EPF funded projects.

Lessons Learnt and Recommendations

Based on the Cook Islands experience with the EPF, a number of lessons were learned.  Other countries that are considering establishing an EPF may wish to consider the following suggestions.

For an EPF to be effective, it is important to establish:

· The need and purpose for an EPF

· Whom should be able to access the resources of an EPF and how

· In what areas would an EPF compliment Governments environmental activities as well as those being undertaken at the community level?  Essentially how would an EPF “work” and compliment existing projects.

· Finally, in what areas should an EPF be directed or targeted. Need it target only conservation activities or should the EPF have a much wider scope, i.e. include environment management, or development activities that enhance the environment.

Furthermore, when legislation is passed establishing an EPF or equivalent, it should be stipulated that the money go in to a separate account, and not included in Consolidated Revenue for possible later dispersal.

Utilization of the fund should be subject to an annual audit, to ensure that the money is spent on appropriate projects only, that is those that protect the environment.  

The EPF should not be used by Government as an alternate source of funds for projects that would be considered a part of Government's normal responsibility.  

In the past, there had been discussions about advertising that the levied five dollars from the Departure Taxes goes towards the EPF in the Immigration Arrival forms.  Although, this did not eventuate, in order for visitors and residents to be aware of the EPF perhaps the advertising idea needs to be reexamined.

Conclusion

The concept of using part of the departure tax for environmental purposes is an excellent one considering that most visitors go to the Cook Islands to experience the “green image”.  

With some prodding from concerned environmentalists, it took over three years for Government to finally dedicate the full amount of the EPF to the purpose for which it was intended for as outlined in the amendment made to the Departure Tax Act.  However, given that no other scheme like this exists in the Pacific, a locally self-generating fund solely for environmental purposes, credit must be given to the Cook Islands Government of the time for establishing the EPF.  It should also be noted that the EPF reduces the aid dependency so common for many Pacific Islands environmental projects.

It could be argued that the Cook Islands Government is still indirectly using much of the EPF for general revenue, as, for example in 1999, the $297,000 from the EPF to support the ES would otherwise have had to come out of Government revenue.  However, with approximately $250,000 being generated annually from the EPF, which is now administered by the Tu’anga Taporoporo, it is likely that spending on environmentally related projects within the Cook Islands has increased as a direct result of the EPF. 

Currently, the Tu’anga Taporoporo is the only body which receives direct funding from the EPF.  The structure and purpose of the EPF has steered away from the original concept as envisaged by the defunct Environment Fund committee. That concept was that anybody with an interest in protecting and conserving the environment could apply for financial support under the EPF.

Other Pacific countries should be encouraged to learn from the Cook Islands experience, and perhaps implement their own Environment fund similar to the Environment Protection Fund.

Maintaining a specially designated fund for conservation or environment purposes is largely dependent on the commitment of the Government to conserve the environment. Government has the potential to encourage and assist communities with their own environment management, and the EPF is one of a number of tools that could realize those aspirations.
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� In 1996 Treasury was amalgamated with a number of other departments to form the Ministry of Finance and Economic Management (MFEM).





� The Tu’anga Taporoporo is a body corporate that comprises the Environment Council and the Environment Service.   The Environment Council consists of six persons appointed by the Minister of Environment with the approval of cabinet.  The council acts as an advisory body to the Minister of Environment and the Environment Service.  It also formulates policies for the ES to implement.  The Service consists of a Director and officers which implement policies and programs consistent with the Tu’anga Taporoporo as approved by the Council.


� The Natural Heritage Trust (formerly the Natural Heritage Project) collects and integrates scientific and traditional information on the plants and animals of the Cook Islands, and seeks to make such information available to the general public and schools.


� In the Cook Islands there are no rates that pay for the collection of household rubbish.





1
1
Environment Protection Fund: The Cook Islands Experience 1994-1999


[image: image2.png]e

NoRTHERN

aroup

COOK
ISLANDS



_1012905550

