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Overview

* Context
* Simple case studies
* Generating green investment at scale

* Catchment Markets: accelerating investment in a
green-recovery

* Questions
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Water quantity challenges in England
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The latest regional plan data shows a significantly more FI—OO D |N G by 2100
challenging ‘do nothing’ public water supply-demand
balance than the equivalent data from the National
Framework, published in March 2020. There is ~1500
MI/d worsening of the national deficit.

Source: 2020 Flood and Coastal Erosion Risk Management Strategy, Environment Agency

Source: The Water Report, February 2022
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Water quality challenges in England

Figure 1: Environment Agency indicators for water quality in rivers in England
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Transforming the solutions for water

Asset based Catchment based Nature based
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Nature-based solutions

NATURE-BASED SOLUTIONS FOR ADAPTING TO CLIMATE CHANGE IN THE UK: SOME EXAMPLES ¥

NATURAL FLOOD MANAGEMENT AND RIVER RESTORAT!

Where
Case studies
Facts.

Species

Rural areas
Eddleston Water - Scotiand, River Otter - Devon

At Eddieston Water, planting trees and cross-siope hedgerows in
the upper catchment, building log dams across side-streams,
re-meandering the river and removing embankments to reconnect
it to the floodplain reduced flood risk downstream by 30%.

Salmon, trout, beavers, water voles, frogs, toads, newts.

PEATLAND RESTORATION

Where
Case studi
Facts.

Species

Peat bogs,
Garron Plateau - NI, Dove Stone - Peak District

Peatland and mooriand supplies 70% of the UK's drinking water.
Blocking drainage channels to re-wet degraded peatiand can protect

water supplies, improve water quality, reduce flood risk, reduce fire
risk and protect carbon stores.

Golden plover, curlew, hen harriers, merfins, dunlins.

SEAGRASS AND KELP RESTORATION

Where
Case studies
Facts.

Species

Coastal areas
Project Seagrass, Dale, West Wales

Over 80,000 properties in the UK could be lost to coastal erosion by
the end of the century.

Seagrass meadows and kelp forests stabilise marine sediments and
reduce the erosive power of waves.

Project Seagrass has restored two hectares of seagrass at Dale in
West Wales, using almost 1 million seeds.

Seahorses (seagrass), oers (kelp)

SUSTAINABLE DRAINAGE (SUDS)

Where
Case studies
Facts

Species

Urban areas
Lianelli and Grangetown, South Wales

Half of the sewer network in England is already at maximum capacity
and becomes overloaded in heavy rain, causing floods and water
pollution. Well-designed sustainable drainage systems use a series.

of pools, basins, wetlands, raingardens and channels to collect and
treat runoff from urban areas, 50 it can go straight into a watercourse
instead of the sewer.

Frogs, toads, newts

Where Urban areas

Case studies Greater Easterhouse, Glasgow

Facts Trees and green space help to keep towns and cities cool, and soak
up rainwater, preventing flooding.
Surface temperatures can be up to 20°C lower and air temperatures
Up to 8°C lower under trees in  par’
Scotiand's ‘Natural Health Service'is creating a necwork of green and
biue spaces, especially in deprived aress, to reduce flooding and
help people improve their physical and mental health.

Species Garden birds, bees, butterlies.

AGROFORESTRY

Where Farmiand

Case studies  Wakelyn's, Suffolk

Facts. Growing trees on pasture or among crops can reduce fiooding and

soil erosion, provide shade and shelter for crops and livestock,
and provide an additional income source for farmers.

Species Farmland birds

GREEN ROOFS AND WALLS

Where Urban areas

Case studies London

Facts There could be up to 7000 heat-related deaths per year in the UK
by 2050.

Green roofs and walls help to keep buildings cool in summer and
warm in winter. They also soak up rainwater and can reduce runoff
by 50% to 90%, reducing surface flooding.

Species Birds, bees, butterfiies, beetles.

SALTMARSH RESTORATION (MANAGED REALIGNMENT)

Where: Coastal areas

Case studies Medmerry, West Sussex

Facts 126,000 people in the UK are at significant risk of coastal flooding.
Managed realignment of coastal defences and restoration of
saltmarshes can be a more sustainable and affordable way of
protecting coastal communities in the long term.
Wading birds (avocets, redshanks, oyster catchers,
black-winged stilts, etc)

Source: Smith, A. and Chausson. A. (2021) Nature-based Solutions in UK Climate Adaptation Policy. A report prepared by the
Nature-based Solutions Initiative at the University of Oxford for WWF-UK and RSPB.







Cleaner estuaries and lower water bills

Client Wessex Water Services Ltd

Service Twice-yearly auctions to buy cover crops and arable reversion,
prices based on Nitrogen reduction performance using bespoke
nutrient reduction models in Poole Harbour, Dorset

Partners University of Exeter (auction theorists to support market design)

Objective | Increase efficiency of deals with farmers for catchment
management actions that reduce Nitrogen releases into Poole
Harbour, to avoid costly investment in Dorchester Water Recycling
Centre

Outcomes | 1. Market design maximised engagement with farmers

80% of eligible farmland has been entered into the market

2
3. Annual Nitrogen offset now exceeds 60 tonnes per annum
4

Stable, competitive price for Nitrogen maintained

“We reduced the cost of administering catchment deals with
farmers by 40%”

Wessex Water EIJ!II_,II!

EnTrade Ruth Barden, Director of Environment YTL GROUP



Partnering to protect Hertfordshire's ground wat

Client Affinity Water and Cambridge Water

Service Reverse auctions and verification tools to make cost-effective
deals with farmers to plant over-winter cover crops in targeted
zones in Hertfordshire.

Partners FWAG East

Objective | To build a partnership with farmers that rewards sustainable
farming by paying for cover crops to protect drinking water
sources from excessive nitrate releases.

Legend
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Outcomes | 1. Over 35 tonnes of nitrogen saved from entry into drinking
water sources, doubled relative to first year of the scheme

2. Farmers controlling 7,200 hectares of farmland entered the
market

Caontains public sector information licensed
under the Open Government Licence v3.0

“It’s a fantastic result, which will see us working with even more
farms than last year. Working together with Affinity Water CAMBRIDGE
ensures we give farmers a consistent, attractive deal.” WATER

EnT a@ Caroline Cooper, Director of Asset Strategy A +C R Y
s ’ Affinity Water



Nutrient Neutrality to unlock housing for Wi

Client Wiltshire Council

Service Run a market place in the Pewsey Vale to seek best-value deals with farmers
for land use change (wetlands and woodlands), priced according to the
amount of validated Phosphorus reduction that could be claimed, and the
duration of the reduction

Partners Wessex Water (buyer of short-term measures), Black Sheep Countryside
Management and CSF (farmer engagement)

Objective | Enable planning permissions for new housing to be granted by offsetting
additional Phosphorus pollution caused by growth, in line with permanence
requirements of the Habitats Regulations

Outcomes | 1. Contracts for 25kg of long-term reductions agreed in first phase,
sufficient to meet initial offset requirements

2. Phosphorus reduction models validated with regulators

3. Contracting and funding model to assure permanent delivery close to
finalisation with NE

4. Novel form of Phosphorus reduction (Minimum Tillage system) bought
by Wessex Water, with a connected Carbon Offset

“This is game-changing for housing supply in Wiltshire. It also creates new ways to
meet our biodiversity, Net Zero and flood risk management goals”

EnTr(d_é Lynn Trigwell, Planning Specialist Wiltshire

== Where everybody malters



Multi buyer, multi benefit natural ca

Client

Wessex Water, Environment Agency & Defra

Service

Provide a trading platform that translates nature-based project
proposals into measurable natural capital outcomes, allow
farmers to bid and contract with clear knowledge of the level of
natural capital they create in Poole Harbour

Partners

Natural Capital Research (algorithms for nat cap gains) +
University of Exeter (market design)

Objective

Explore how online market places can allow public and private
funding to be blended to reward farmers in proportion to the
private and public goods generated by nature based projects,
inform Defra E.L.M. Tests and Trials in 2021

Here's the values for your application:

Field PH 2

Carbon Sequestration - 44 tonnes per ha over 70 years
Soil Erosion Avioded - 3.82 tonnes per hectare
Pollination - 0.28 Units

Key Metrics

1. Nutrient offsets and Biodiversity gains for Wessex Water

2. Natural Flood Risk reduction for the Environment Agency

3. Carbon storage, soil erosion reduction and pollination gains
for Defra

4. Positive feedback on processes from farmers

Water Flow Attenuation - 105.29 m3 per hectare
Biodiversity Units - 1 Unit

Nitrogen - 1 kg

Phosphorus - 1 kg

but results may vary locally.

EnTrade

Wessex Water |
YTL GROUP

defr

N.B. These figures are modelled values based on available data. They represent our best estimate
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Cleaner Rivers in Washingto
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Plenty of finance beyond philanthropy and public funds

“Impact Investing”
Industry experts estimate that global capital allocated to ventures of “measured” impact amounts to
approximately £0.5 trillion, and of “intended” impact, a further £1.0 trillion*.

* About 40%, or £600 billion, of global impact investing capital is said to be earmarked for investment in
sectors that fall within the scope of ecosystem services and landscape recovery.

Impact investing offers a ready fit for funding landscape and ecosystem recovery ventures:
* |t accommodates small deal sizes: £2-6m in the private and £20-30m in the public markets.

« It has wide experience of investing in agriculture and forestry, with most investors having made allocations
to these sectors and planning to continue to do so.

* It is an established capability in the UK, with approximately 10% of impact investor institutions
headquartered here. So about £50 billion of deals are managed from the UK.

BUT.....

/_““\
EnTrc
n r * Source: International Finance Corporation, 2020, The Global Impact Investing Market 2020, sourced from

h https://www.ifc.org/wps/wcm/connect/publications_ext_content/ifc_external_publication_site/publications_listing_page
/impact-investing-market-2020



funding is how yo

it over its lifecycle

Institute for Government, Financing Infrastruct




Engaging the funders

Who will provide the funding to encourage finance?
* Water companies

* Food companies

* Flood risk management authorities

* Housing developers

What do funders want?
* Confidence in what they are buying!

EnTr



Giving funders confidence

What do they want?

* Quantified, trusted, verifiable outcomes
* Cost-effectiveness

* Clear risk management | gk by

Markets

Investment Framework for High P
integrity environmental markets

EnTr

Source: https://financingnaturerecovery.uk/strategic-framework
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Catchment Markets — green recovery demonstration projec

* Three pilots due to launch in late Spring 2022

e Somerset Levels and Moors (Phosphorus)
 Bristol Avon (Carbon, Phosphorus, NFM and Biodiversity Credits)
* Solent (Nitrogen and Biodiversity Credits)

e Extensive Governance and Legal Agreements

* Robust Project Accreditation and Credit Registration
e Backed by commitment to future long-term monitoring and market balancing

e Separation of Deals for Projects from Deals for Credits

* Enables Stacking and generation of funds for more ambitious, multi benefit
projects

EnTr/‘::



Market rules and governance — key to creating confic

Market Events Guidance Contact

Trust in the Market depends on clear
rules and procedures, with
independent oversight.

Market Governance

Market Rules

The Market Rules have been developed and supported by the Steering Group and their legal advisors. They are

currently being considering by the Somerset Local Planning Authorities who must decide on the validity of the credits in

their role as Competent Authority under the Habitats Regulations.

Finalisation and publication will occur at least four weeks prior to the launch of the first market round for permanent

projects and credits. The Market Rules will cover the following components:

Participant Registration

How to participate in the Catchment Market and the requirements for
registration.

Project Accreditation

How Nature-based Projects will be accredited for the Environmental
Services they deliver, and the standards that will apply to
accreditation.

Market Bidding (Supplier)

How to offer to supply a Mature-based Project.

Market Processes

How Market Rounds will be run, prices determined, and the standard
conditions for Market Agreements.

Project Registration

How to propose and register a Nature-based Project and the Baseline
Data and Project Data required for registration.

Credit Registration

How Environmental Credits will be registered and the requirements for
registration.

Market Bidding (Buyer)

How to bid to buy Environmental Credits.

Credit Issue And Transfer

How Environmental Credits will be issued, transferred and redeemed to
meet planning, permit and licence conditions.



Catchment Market Processes

Expression of Interest Market Development Market Operation Contracting

Project Suppliers (Landowner)

Expression o Nature Based
o Interest Screening Design Registration Accreditation Market Project
Project &R Agreement
Supply
Expression VR Envirqnmental
of Interest Screening Offsite Mitigation Registration Review Credit Supply
Credit Buyers (Nutrient/BNG/Carbon) Agreement

Credit Buyers (Developers)

2 weeks
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Thank you

info@entrade.co.uk



http://www.entrade.co.uk/
http://www.somersetcatchmentmarket.org.uk/

