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@/ Situation Analysis
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2010 Chesapeake Bay TMDL

2014 Chesapeake Bay Watershed Agreement

$2.2BN Federal budget allocation over 5 years
90% of pollutants come from PA, MD and VA

Sources of Nitrogen Pollution
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three major
pollutants of
concern:
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Animal waste and Air pollution from Stormwater running Discharges from The drain fields of
S E D | M E N T 1en_ilizers wash off power plqnts and off parking lots, wastewater septic systems deliver
agricultural fand or ~ motor vehicles falls roofs, and other treatment plants pollution to our rivers
contaminate back to the ground hard surfaces and factoriesare  and the Bay through
groundwater, and iswashed into  caries pollution like released directly contaminated
polluting rivers our waterways fertilizer and pet into our rivers and groundwater.
and streams and by rain. waste into our the Bay.
the Bay. waterways.

Source: Chesapeake Bay Program, Phase 5.3.2 Model, 2015
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% Historical Approach to Natural Resource Conservation
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ﬁatural Resource Protection: Federal,
State and Philanthropic Resources

* National Park System

* Fish & Wildlife Service

* NRCS

* Major Federal Programs

* Trust for Public Land

e The Nature Conservancy

* Chesapeake Bay Foundation

* Other federal, state and philanthrop
\\resources + tax incentives
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Legal Restrictions on Exploitation of
Natural Resources

e National Environmental Protection Act
(1969)

Clean Air Act (1970, Amended 1990)
Clean Water Act (1977, Amended 1987)
Endangered Species Act (1973)

Safe Drinking Water Act (1976)
CERLA/Superfund (1980, Amended 1986)

FIFRA/Pesticides (1986)
\-iollution Prevention Act (1990) /
Maryland
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Federal

Federal Agencies fund
conservation through
support for land
conservation, technical
assistance and
implementation of
agriculture, stormwater,

Input Funding

v

and wastewater projects.

Foundation/

Corporate +
State Grants

Local, regional and
national grant-making
efforts; emerging focus
on watershed-wide

planning and restoration.

Grant Funded Solutions

‘,% Sources of Water Conservation Funding

Compliance

Markets

EPA regulates TMDLs in
waterbodies: MS4
regulations mandate
reductions in sediment,
nitrogen, phosphorous
and bacteria; NEPA
regulates Federal
Projects.

Beneficiary +

Consumer
WV EES

Businesses that benefit
from water quality and
quantity may invest in
green infrastructure to
reduce operating costs
and address catastrophic
risks; consumers investin
environmentally friendly
products and services.

Market Based Solutions

e Conservation: How can | coalesce more money for conservation?

* Investment: How can | achieve financial returns and help the environment?

e Conservation Finance: How can | increase the pace and scale of conservation
outcomes through capital market innovations? How can | address market gaps? | 2
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@/ Market-Based Solutions: Definitions
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Major Terms

* Capitalism

* Law of supply and demand
* Factors of production

* (Capex; Opex

* Capital markets

* Equity; Debt

* Net present value (NPV)
* Cost of capital

* Externalities

* Natural Capital

Pros & Cons

* Largest expansion in GDP and standard of living
known to humankind

* Does not take into full account external costs
(externalities) such as air pollution, water
pollution and loss of bio-diversity

* Over time system depletes natural resources

(Tragedy of the Commons) | 2
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Enabling Conditions
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soa b M EVERYBODY

1 KNOW NEEDS
Consumer Risk Reduction Profit E" WHAT 1M SELLING!

Demand Enhancement

v X |

ESG Alignment Regulatory Investment
Compliance Analytics
=y 9 = 2 et
Who pays for the
14 ?I/
Relevant Capital Aligned Tragedy Of the Commons:
Pools Intellectual Capital | 2
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% |nvestor Due Diligence Focus
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Collateral Revenue Management Risks, Rewards,
Outcomes
Land, equipment, Technology Bus. Dev.
balanc;:- sheedt.,t Sustainable Legal Financial
corporate credit, Product : Environmental
tax revenue ) o Marketing
Vi .
Product Science social
Operations Other
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% Conservation Finance Innovations
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Finance Vehicles

State Revolving Collateralized Corpprate * Private Equity Blended Finance
Muni Green

Funds Loan Funds Funds Funds
Bonds

Ohio Turkey TNC
Creek Estuary Conservation
Project Notes

TerraSilva
Carbon Fund

Sustainable
Food & Fiber

PepsiCo
Green Bond

Wilmington Wetlands
Wetlands

Project

TCF Green Wastewater
Bonds Infrastructure

- Revolving
Mitigation Water Fund

Banks

Risk Reduction Tools

Pay-for- . Guaranteed
First Loss Insurance
Loan Guarantee Success . Purchase
Capital Products
Contracts Pool
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‘t% Conservation Finance Innovations R
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The Revolving Water Fund, pioneered by i2 Capital and the Nature Conservancy,
is a blended conservation finance pool that invests in natural infrastructure
solutions (Ag BMPs) on working farmlands.

OFFTAKE
POOLED FUNDING INVESTMENT IN AG- QUANTIFICATION OF CONTRACTS OPERATING AND

VEHICLE BEST MANAGEMENT ~ ENIRONMENTALIMPACT FINANCING COSTS

PRACTICES UNITS FOR REGULATORY
COMPLIANCE, COST SAVINGS
AND PUBLIC BENEFIT

The “offtake” of quantified pollution reductions (EIUs) by multiple beneficiaries
supports a sustained pool of capital to re-invest in conservation outcomes.

FOUNDATTION Natural Resources Conservation Service
@
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> RWF Management & Operations .
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Ashley Allen Callan Walsh Maria Dziembow§ka Evan Branosky Richie Jon.es John Jackson
CEO, i2 Capital VP, i2 Capital Urbaanoniervatlon Environmental Incentives ~ Berger Harris, LP Stroud Water
Governance and Finance & Project TNICr/eDCEOI;A Ecosystem Markets Doe Run Research
Oversight Management .y . Regulatory & Consulting Water Science
Conservation & Project Quantification Legal & Policy
Management

Conservation Orgs. Regulators Municipal Leaders

gR MOWERY
S ENVIRONMENTAL, LLC
WATERRESEARCH()EMm

Brandywine \\\\//// BRANDYWINE
Red Clay Alliance §///\\\\\ CONSERVANCY
/

Watershed Conservation | Environmental Education

pennsylvania

DEPARTMENT OF ENVIRONMENTAL
PROTECTION

INEYARK.
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Demand
Drivers

Business
Model

Financial
Model

Financing
Potential

Who benefits
from the
solution?

Sources of
revenue

Revenue

% Profit (Loss)

\'/ Framework For Creating Financing Strategy

Can you
guantify the
benefit?

Total market
opportunity

Cost of Goods
Sold

Risk
Reduction
Tools

Is there a
regulatory
driver?

Operating
requirements

Operating
Profit

Sources of
Capital
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