tral the
vironment Plan
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Guy Thomp%%p - Group Director, Environmental Futures
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» Further 20 sites added in March
2022, bringing total LPAS
affected to 7

* Impacted areas could see
delays In 50-70% of applications
(Savills, 2022)

* Planning for about 100,000
homes currently delayed (HBF,
2022)

» Cost range to solve mitigation of
£1k to £13k per house (RICS,
Nov 2021), Average cost to
mitigate of £5k per house (HBF)

» Total economic output reduction
£0.3B - £2.2B* (Lichfields,
2022) o

!Does not include impact for additional 42 LPA areas added in March 2022 P
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The challenge Wessex Water il
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mostwey |~ 20 YoAT ENVIrONment Plan hpeeargicoll At the heart of the
: : The Dasgupta .
* No strategy to finance delivery - problem lies deep_

acelerating | * BeNefits of nature are not properly rooted, widespread

private . ! ! o
nvesmentia | Valued institutional failure
solutions _ _

N  Economics of land use a barrier to
action

* Limits on public funding

» Siloed delivery

» Distrust of markets and private
finance




Water catchments are subject to multiple  wessexwater mm
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Common pool resource leads to tragedy
g of the commons
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Positive externalities not captured

Housing

Industry company
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Post-Brexit architecture

The Environment Agriculture Act
provides a new architecture for
environmental improvement.

But delivery mechanisms need to be
joined up to facllitate investment.

We have a narrow window to act.




Overcoming barriers to
private investment
Access to capital I1s not the problem.

What Is lacking Is scale, certainty and
liquidity.




The opportunity for rapid
action

The UK Is well positioned to harness the
power of markets and private
Investment in nature-based solutions.

A blueprint for mobllising private finance
to help address the climate and nature
emergencies — two of the biggest

challenges facing current and future
generations.



Financing UK Nature Recovery Wessex Water Il

| —
- e e | &
‘_' m\_.,. = g o B ’~ P p— e T S w— ‘w . I — . .~
—— o =

—— _ —— "—'_" - " B - 5 ——

- ——

Broadway -
INITIATIVE

Broadway Green Finonce finance ggearth

INITIATIVE Institute e
Accelerating Wessex Water Financing
private » Catchment » UK Nature
investment in Market Flnancmg UK Nature Coalit
nature-based Demonstrations Recovery oalltion

solutions

A proposal for putting nature onto a sustainable

financial path in 2021
A proposal for

Government to
support a Green
Recovery

July 2020 December 2020
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Financing UK Nature Recovery Wessex Water [l
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» Public funding alone will not halt nature’s
decline.

* Markets are needed to attract private
investment and drive nature’s recovery.

High Integrity
Environmental
Markets

* Regulatory reform Is needed to incentivise
more efficient delivery of environment
outcomes.

Contract and Fina
Mechanisms

o Broadway Green Finance financegearth
ey INITIATIVE Institute - A




DEFRA's 25YEP has ambitious goals that need to be essex water mmm
delivered in the context of a cost.of living Crisis VTLGRoUP B4

——




Transforming environmental solutions WessexWater i
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Transforming environmental solutions Wessexwater
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Asset based Catchment based Nature based
solutions solutions solutions




The market for envwonmental serwces et P

YTL GROUP
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BUYERS ENVIRONMENTAL SELLERS
SERVICES

Public goods Landscape-scale projects

Community
Government
Regional

Private benefits demand

Carbon sequestration Project owners Landowners

Local project
: o
Local project e 4\
Project
supply
aggregation Local project /.\

Habitat for wildlife

Water pollution
reduction

Flood mitigation

aggregation

Food supply security

. - e
Local project

Financial
Institutions
Local project

Private investors

Environmental credits




ENnlr ad e Wessex Water [l
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 EnTrade I1s a Wessex Water business that creates and operates online markets for nature-
based solutions.

* The organisation has already established over 30 marketplaces for a range of environmental
services such as nutrient mitigation, habitat creation and carbon mitigation.

Asset solutions - Catchment solutions == Nature-based solutions el Markets for Nature

il

——
’
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Catchment Market Trials Wessex Water NE)

Green Recovery - Defra

CATCHMENT MARKET STEERING COMMITTEE
Natural England, Environment Agency, Wessex Water

Technical

Market Rules Advisory Gr()up

Project Accreditation
. Agreed in principle Standard

Under development
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Developers FARMERS & OTHER
LANDOWNERS
(Buyers) (Suppliers)

ENVIRORONMENTAL CREDITS

MARKET OPERATOR NATURE-BASED PROJECTS
(ENTRADE)
P e = -

T e e e e e m - -
| | |
4 - Al " Habitat )

! T — Habitat loss A arai : :
: Blodlv_ersny L _ | Blodlversny I enhancement Wetlands |
Gain (Biodiversity | Credit : et _ :
| units) : (Biodiversity :
| N U | : \_ units) Y, I
e o o o e e o 1 Environmental Nature-based | :
Credit Supply Project Agreements | ENVIRONMENTAL Woodland |
Agreements (Project Delivery) I SERVICES |
e e e e e e e m = (Sell Credit(s)) I l
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: /W : " N g _ I |  Water quality l
: Nutrient ai%rpqalé?' y : Reggginc;n : improvement Grassland :
| mitigation : : : (Kg N/P) |
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Detriment _ o
Quantification Benefit Quantification

(Accreditation Standards)

(Calculators)
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Planning Approval L OCAL PLANNING
s106 agreement AUTHORITY s106 agreement
(credit purchase) . (rlnagr?a;Z?nent)
M Monitoring and Reporting v
Developers Agreement FARMERS & OTHER
(B uyers) (Project Compliance) LANDOV\_/NERS
(Suppliers)
ENVIRORONMENTAL CREDITS MARKET OPERATOR NATURE-BASED PROJECTS
(ENTRADE)
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| Nutrient Water quality | | Nutrient l improvement Grassland |
: o impact | Reduction l (Kg N/P) l
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Detriment _ -
Quantification Benefit Quantification

(Accreditation Standards)

(Calculators)




Total cost per connection borne by the Wessex Water [l
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Source: The Balance of Charges for Developers, a report
prepared for Ofwat by Frontier Economics, August 2020
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Total costs split by strategic and local Wessex Water [l
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ﬁ:osts related to strategﬁ
assets (water resource

development, sewage
treatment centre growth)
are not charged direct to
developers and instead
recovered from the

\generality of customers/

Source: The Balance of Charges for Developers, a
report prepared for Ofwat by Frontier Economics,
August 2020




Total costs per property that developers Wessex Water [l
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f per property

Source: The Balance of Charges for Developers, a report
prepared for Ofwat by Frontier Economics, August 2020

A further discount — the \

income offset — is then
applied to the local

\_infrastructure costs

Income
offset

Developer
contribution



Total costs per property that developers Wessex Water [l
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f per property

g Resulting in an overall
discount of greater than
. 50% in the total cost.

~

/

Developer
contribution

Source: The Balance of Charges for Developers, a report
prepared for Ofwat by Frontier Economics, August 2020
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Regulatory bar

» Absence of market infrastructure

» Lack of clear and agreed standards

» Lack of accreditation mechanism

* Policy uncertainty about stacking environmental services
 Compliance and enforcement

22
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Solent Nutrient Market Pilot N Gous L1

*Meeting developers’
nutrient neutrality

. e requirements
| -Stacking biodiversity gain
EXETER and nutrient mitigation
«Standardising and
(3¢s) Arcadian .. :
streamlining project
ARUP development and approval




ent Market  wery
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Bristol Avon Catchm

E“T" -Permanent woodlands,
wetlands and grasslands

L Stacking multiple
@ Wildie Trust - T environmental services —
. depending on buyer demand

e Targeting the restoration of
58 hectares of grassland, 85
Thornbury hectares of new woodland
Chippenham and five hectares of wetland

Congresbury  Bath *EOI for projects expected
Trowbriage April 2022

Wiltshire

Wildlife Trust




Improving nature within a generation
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