


9. North America

Figure 69: Market Share of Overall WQT Values in North America, 2008-2013
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This reflects a broader trend: new market entrants
are responsible for keeping overall transaction values
high. The Chesapeake TMDL has driven the growth
of new markets in Pennsylvania, Virginia, Maryland,
and in the District of Columbia, which introduced the
nation’s first stormwater credit trading system in 2013
(Box 21). The year 2013 also saw the first interstate
water quality trading program in the Ohio River Basin,
where trades began between farmers and electric
utilities in Indiana, Ohio, and Kentucky. In the Pacific
Northwest, temperature trading in the Klamath, Rogue,
and Willamette Basins (all sharing trading protocols
and market infrastructure) are also beginning to move
out of the pilot stage.

For overall WQT market values, nearly one-quarter
($2.4M) of current overall trading value comes from
markets that began trading in 2011 or later (Figure 69).
Meanwhile, at least six markets (out of a total of 21 WQT
programs) tracked in earlier Ecosystem Marketplace
reports had no trading activity at all in 2013. But as
these programs — most of which have always had low
trading volumes — slow down, a new wave of WQT
programs are making up the difference in activity.

From an environmental perspective, less market activity
does not necessarily mean “more pollution.” Buyers
may simply have less pollution to offset than in previous
years. For the Connecticut Nitrogen Exchange, for
example, the phase-down was planned as a strategy
to give smaller sewage treatment plants more time to
upgrade technology. In this sense, trading has allowed
facilities to “buy time” to meet compliance with water
quality standards.

Newer trading programs also tend to focus on point-
source to nonpoint-source (PS-NPS) trading, unlike
earlier WQT markets that traded strictly between PS.
In the Virginia Nutrient Credit Exchange, for instance,
PS-PS trading is permitted for existing facilities, but any
new sources of PS pollution must seek NPS offsets.

Broadly, NPS-generated credits tended to be more
expensive in our dataset, though comparison of
credit prices across basins does not always reveal
much about demand or underlying value. Prices are
influenced not only by the costs of intervention, but
also by transaction costs, presence of subsidies for
suppliers, and market trading ratios. They may also be



set by a market administrator or clearinghouse, as is the
case with the Connecticut Nitrogen Exchange.

The years 2012 and 2013 saw the private sector appear
as a significant supplier of credits in Virginia, North
Carolina, and Pennsylvania water quality trading markets.
This report tracked a total of 30 nutrient banks active
in 2013. Price data reported only reflects transactions
made via public exchanges or trading platforms: price
and volume data for bilateral private contracts are more
difficult to track. But private nutrient mitigation banks
transacted at least $449,000 in credit sales in the
Pennsylvania Chesapeake markets and nearly $2.5M
in North Carolina’s nutrient offset program.’* In the
Virginia program, 901 nitrogen and 135 phosphorus
bank credits have been retired to date.™

In Virginia and Pennsylvania, this is a new market space
for entrepreneurs making a business out of restoration.
(In contrast to 2013 activity, this report tracked only a
single trade with a private-sector supplier in 2011 in
Virginia.) Growth in North Carolina has been aided by
a new law in 2009 favoring the use of bank credits by
the state’s Ecosystem Enhancement Program (EEP)
to meet nutrient mitigation permit requirements over
the design-build process historically used by EEP to
develop offsets. This represents a shift in the private
sector’s role in the state mitigation program rather than
a brand-new opportunity; EEP has long contracted out
to the private sector design, construction, maintenance,
monitoring, and/or full delivery work for restoration
projects generating nutrient buffer credits (these
contracts totaled $6.9M in 2013).

Mechanisms: Buybacks reach $32M in 2013

Instream buybacks data continues to be difficult to track,
reflecting the overall opacity of water rights markets in
western states. But at least $32M in buybacks was
reported in 2013, a surge from the $22M reported
in 2011.

Activity was driven by mitigation requirements for wildlife
impacts, which accounted for 529,363 acre-feet (AF)!3¢
of water secured for instream use in 2012 (the latest year
for which full data is available), or 66% of total activity
that year. Voluntary efforts to protect river systems made
up the remainder. Voluntary buybacks still depend

34 Transaction values for the Virginia trading programs were un-
available for 2013.

135 Of which, for nitrogen: 322 were retired in the James River Ba-
sin, 38 in the York, and 522 in the Potomac. For phosphorus, 91
were retired in the James, 4 in the York, and 40 in the Potomac.

%6 An acre-foot is the volume of water required to flood an acre
of land to a depth of one foot, or approximately 1.23 megaliters.

Figure 70: Share of Temporary versus Long-Term
Buybacks in the United States, 2011-2013
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Source: Forest Trends’ Ecosystem Marketplace. State of
Watershed Investment 2014.

mainly on local watershed groups for funding, although
2012 and 2013 saw growth in private-sector enthusiasm
for using buybacks to symbolically offset their water use:
Silk Soymilk, Ted’s Montana Grill, the National Hockey
League, and Big Sky Brewery have all bought Water
Restoration Certificates (WRCs) in recent years from
the Bonneville Environmental Foundation, where each
WRC represents 1,000 gallons of water returned to river
systems. Still, this segment accounts for less than 1% of
buybacks by annual volume.

We find little consistency year to year in buyer preference
for temporary versus long-term augmentation (Figure
70). “Temporary” is defined here as leases lasting
anywhere from part of a season to five years, and
“long-term buybacks” as leases of five years or more or
permanent transfer of water rights. In 2012, for example,
a major water rights purchase by the US Bureau of
Reclamation and the US Fish and Wildlife Service in
California’s Central Valley dominated transactions, while
in 2013 the balance shifted back toward temporary
transfers of water rights. Short-term leases are often
popular with agricultural producers who do not want to
permanently part with their water rights and in areas
where augmented flow levels are only needed at
specific times during the year.

Buybacks transactions were concentrated in the Pacific
Northwest in 2013 (Map 9). But interest in the Colorado
River watershed is growing: the Bonneville Environmental
Foundation transacted WRCs for three sub-basins of
the Colorado, totaling 127 AF and including the first

DILIAWY YLON 6
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Map 9: Buybacks Activity by Major Watershed Regions in the United States, 2013
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transboundary buyback initiative (see our case study
on page 71 for a discussion of the Colorado River
Delta Water Trust). California also saw its first NGO-
led buybacks effort, the Nature Conservancy-backed
Shasta River Water Trust open its doors in 2013.

Still, buybacks program administrators report that growth
is constrained by red tape, high transaction costs, and
uneven community support. Legal frameworks for water
rights — set at a state level — have been slow to recognize
instream augmentation as a legitimate use of water.
Wyoming, for example, still lacks an instream leasing
mechanism. Respondents also say that permitting
processes and high transaction costs can slow down
urgently needed leases to respond to drought conditions.
For instance, in Montana, legally changing a water right
to instream use takes an average of 18 months to three
years.'®” And buybacks are still viewed with suspicion
in some places as competing with agricultural use:
“It takes time and effort to build relationships to rebut
the commonly held belief that water right acquisitions

137 Ziemer and Yates 2014.

must necessarily come at the expense of farming
communities,” reported one program administrator.

Enabling conditions: Programs report sluggish
demand, regulatory barriers to growth

Cities are lucky to have a cost-sharing partner in the
USFS. Our tracking suggests that for non compliance-
driven programs focused on forest management on
privately owned lands, securing funding has been a
slow process (Table 17). Across all North American
programs, in fact, finding early-stage capital remains
difficult. “Finding investors is a major challenge,” one
survey respondent said, noting that their program
attempts to broaden its funding base by not only
engaging water-motivated buyers but also reaching
out to potential buyers on the basis of habitat benefits.

Finance: IWS programs draw on a mix of funders
for source water protection

More broadly, we find that source water protection
programs often fund IWS efforts through a mix of general
operating funds, bond issues, and other measures.
Ashland, Oregon, even reinvests logging receipts from
forest thinning into its watershed program (Table 18).



Table 18: Key Challenges for IWS Reported by North
American Programs, 2013

1. Lack of buyers

2. Lack of interested suppliers

3. Regulatory uncertainty

4. Lack of support from policymakers

5. Legal/regulatory barriers to funding watershed
protection (tied)

6. Perceived lack of direct benefits to
constituents (tied)

Source: Forest Trends’ Ecosystem Marketplace. State of
Watershed Investment 2014.

Finance: $400M committed by buyers
through 2020

At least $233M has already been committed by buyers
for IWS in 2014 and more than $400M between 2014
and 2020 (Figure 71). Those figures likely undershoot
actual commitments: Only twenty out of sixty-three
buyers reporting commitments provided specific
figures. In 2014, Nonpoint Source Implementation
Grants under the Clean Water Action Section 319 (“319
Grants”) saw budgets inch upward to $159.3M, after
a three-year decline. The budget for 319 Grants for

2015 and beyond was unavailable as this report went
to press.

Forthcoming watershed spending is also buoyed by
ongoing commitments to source water protection from
cities like Boston, San Francisco, Providence, and
Raleigh-Durham, which collectively will spend $58.5M
in 2014 to safeguard their water supplies.

9.4 Qutlook

Center of growth shifts west

Two-thirds of new programs in the last three years
in North America have emerged in the western part
of the continent. That trend is continuing: five out of
seven developing programs are based in western
states, including three initiatives that will use market
mechanisms to manage shrinking supplies: two water
mitigation banks in the Pacific Northwest and a collective
effort by states sharing the Colorado River Basin to pay
farmers for conservation in order to address shortages
in the Colorado that threaten urban supplies, energy
generation, and habitat.

USFS takes watershed approach for National
Forest System lands

The USFS continues to integrate watershed health into
planning and management on National Forest System
lands. In the 2012 revision of its Planning Rule — the first
revision of planning guidance since 1982 — the USFS
included ecosystem services as one of the multiple

Figure 71: Funding Commitments in North America, 2014-2020
(Value committed by buyers as of 2013, as reported by program administrators)
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Table 19: IWS Funding Sources for Source Water Protection in North America

Funding Source

Municipal/ State Sales tax  Bond Ratepayer Federal User

Other

Programs utility funds/ : . fee matching ;
increase  issue . donations
budget grant increase funds

Ashland (OR) X X
Aurora (CO) X X

Austin (TX) X

Bellingham (WA) X

Boston (MA) X

Colorado-Big
Thompson
Headwaters
Partnership (CO)

Colorado Springs
(CO)

Denver (CO) X X
Flagstaff (AZ) X

New York City (NY) X

Patuxent Reservoir
(MD)

Providence (RI) X X
Pueblo (CO) X X

Raleigh-Durham (NC) X
Salt Lake City (UT) X
San Antonio (TX) X

San Francisco (CA) X X
Santa Fe (NM) X X
Seattle (WA) X

Suffolk County (NY) X X
Tacoma (WA) X
Tucson (AZ) X

Estimated funding

generated to date $1,803M $186.3M $372.6M $25.3M $148.2M $221.8M n/a n/a

Source: Forest Trends’ Ecosystem Marketplace. State of Watershed Investment 2014.



uses for which planning must account. In early 2014, the
USFS also announced $30M in restoration projects in 12
states focused on reducing wildfire risk, improving water
quality, and safeguarding wildlife habitat. In addition,
the new 2014 Farm Bill may help the USFS increase
the pace of restoration work by amending the Health
Forest Restoration Act of 2003 to streamline permitting
for projects.

Still, compared to the scale of need — the USFS has
estimated that its restoration backlog is as much as 33M
ha — funding generated through cost-share partnerships
for IWS is only a small drop in the bucket.’® These
arrangements are also limited by buyers’ specific goals:
if lands need restoration but are not good candidates
for specific objectives, such as wildfire risk reduction or
groundwater replenishment, for example, public agencies
may find it difficult to find an interested partner.

Mississippi Gulf the next battleground over
nutrient trading”?

The spirit of collaboration is not entirely universal. The
Mississippi River Basin is shaping up to be the next
battleground over water quality cleanup, and thus a
potential, if controversial, new setting for WQT.

A September 2013 decision in US District Court gave
the EPA six months to set numeric (i.e., quantitative)
nutrient standards in the Mississippi or explain why
standards are not needed. In March 2014, the EPA
was granted a reprieve from setting standards until the
District Court appeal was decided. But unless the EPA
backs away from its long-held position that pollution
in the basin (which thirty-one states share) is severe
enough to warrant more serious action, numeric criteria
are likely on the horizon — and future lawsuits could
press the issue.

So far, attempts to manage nutrient pollution in the
Mississippi Basin, which routinely results in a 5,000+
square-mile eutrophic “dead zone” in the Gulf of Mexico,
have happened on a voluntary and state-by-state basis.
Officials in the state of Louisiana, for example, plan to
rely on engineered diversions and voluntary programs
encouraging farmers to manage their fertilizer use and
control animal wastes. The state has expressed interest
in a WQT system with upriver states, but in the absence
of federal intervention has no authority to compel its
upstream neighbors to control pollution.

Should federal regulation happen — mirroring action
in the Chesapeake Bay Basin in 2010 — trading has
been promoted as a cost-effective strategy for cleanup.
One study estimated that under a regulatory scenario

138 United States Forest Service 2012.

treatment plants could save as much as $900M through
trading, while farmers could earn $25-$60 per acre by
generating nutrient credits.'*® But lacking that driver, the
viability of WQT is far less clear.

In British Columbia, minimum flow standards and
mitigation requirements on the table

In British Columbia (BC), NGOs continue to push for
instream minimum flow standards for all watersheds in
the province and to reform the water allocation system
to recognize ecosystem flow standards as a priority use.

A new Water Sustainability Act authorizes the Environment
Minister to set flow standards, but leaves their actual
establishment for a later date. The act also requires
that instream flow needs be considered in decisions on
water license applications and gives decision markers the
authority to require mitigation for stream impacts affecting
quality, quantity, or ecosystem health.

Attracting private finance for urban
green infrastructure

Mechanisms to mobilize private capital for urban
green infrastructure installation appear set to scale up
investment values in the coming years.

In the Chesapeake Bay Basin, where municipalities face
tightening stormwater control requirements under the
Bay TMDL, public-private partnership (P3) models will
likely leverage hundreds of millions of dollars for green
infrastructure in the next few decades, according to
project developers. P3s for green infrastructure often
use an availability payments model, wherein the private
sector provides upfront project capital and assumes
financial and implementation risks; meanwhile the
public sector begins to pay down the project once it
is completed, with capital and maintenance amortized
over a set period, such as thirty years. P3s allow greater
flexibility in siting projects and access to a new source
of much needed capital: estimates for implementing
necessary stormwater controls in the Chesapeake Bay
Basin alone are as high as $15B.14°

Other regions face similar financing challenges. In
January 2013, the Rockefeller Foundation announced
that it would provide seed funding for a new initiative that
aims to leverage private financing for sustainable urban
stormwater and wastewater systems in US cities. The
RE.invest initiative will support Community Investment
Vehicles (ClVics) in up to eight cities, which will mobilize

139 Perez 2013.

40 Chesapeake Bay Watershed Blue Ribbon Finance Panel
2004.
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private investment and channel technical support and
financial support for projects.

Similar work is being carried out by the Natural
Infrastructure Innovative Financing Lab (NatLab), a
partnership between EKO Asset Management Partners,
the Natural Resources Defense Council, and the Nature
Conservancy. In early 2013 NatlLab released a green
infrastructure financing guide, building on the city of
Philadelphia’s experience harnessing private capital
for green infrastructure development, a strategy that
borrows much from energy efficiency financing models.'*!
NatlLab plans to expand its scope to other US cities in
the near future.

Building out the infrastructure for WQT

2014 and beyond are likely to see a concerted effort
to build out infrastructure and coordinated frameworks
for WQT. In January 2014, two different coalitions were
launched to that end. A new National Network on Water
Quality Trading aims to distill common principles and
best practices, and convene regulators and regulated
parties like wastewater treatment plant operators and
power plants. And the National Water Quality Trading
Alliance — a consortium of business, NGO, and regulated
groups — plans to advocate for clear and comprehensive
policy on trading and to support the development of
new markets.

The USDA Office of Environmental Markets (OEM) also
continues to work on coordinating policy across the
USDA and encourage tool and protocol development.
A recent white paper prepared by the World Resources
Institute for OEM looked at a range of potential public
strategies for federal support of WQT market growth,
including a revolving credit bank to finance credit

1 Valderrama et al. 2013.

generation, in-lieu fees for water quality impacts, or
acting as a financial clearinghouse.'#?

In September 2014, draft recommendations for ach-
ieving consistency across WQT programs in the Pacific
Northwest were released in a joint statement from
government officials from the EPA Region 10 office and
the states of Idaho, Oregon, and Washington, and NGOs
Willamette Partnership and the Freshwater Trust. The
recommendations will inform planned pilots in Oregon,
ldaho, and Washington in 2014-2015."3

Federal water investments promote
ecosystem approaches

Ecosystem-based approaches are also slowly working
their way into high-level decision-making on water
infrastructure investment. In 2013, the White House
Council on Environmental Quality issued updated
Principles and Requirements (P&R) for Federal
Investments in Water Resources, which broadens the
P&R’s scope to cover eight federal agencies, rather
than the previous four, and instructs agencies to
assess ecosystem services outcomes — rather than just
economic ones."*

The new P&R may have significant influence on upcoming
investment decisions under the 2014 Water Resources
Reform and Development Act (WRDDA), authoring
$12B in infrastructure projects. WRDDA language itself
explicitly prioritizes ecosystem restoration.®

A number of federal agencies are also collaborating with
the National Ecosystem Services Partnership to produce
a Federal Resource Management and Ecosystem
Services Guidebook to aid in planning decisions,
scheduled to be released in December 2014.

2 World Resources Institute 2013.
43 Willamette Partnership and Freshwater Trust 2014.
44 United States Council on Environmental Quality 2013.

48 Water Resources Reform and Development Act of 2014.



Box 20: Case Study: The Coca-Cola Company and USDA Partner to Replenish Water on
Public Lands

In September 2013, the US Department of Agriculture (USDA) and Coca-Cola North America announced
a five-year partnership aiming to return up to 1B gallons of water to streams, rivers, and aquifers in the
United States through watershed restoration on National Forest System lands.

The Coca-Cola Company has set a goal of fully “replenishing” by 2020 an amount of water equivalent to
the volume it uses in its finished beverages. Through its partnership with the USDA Forest Service and the
National Forest Foundation, Coca-Cola funds a range of projects: repairing stream crossings, restoring
streams damaged by wildfires, even re-introducing beavers (in the Okanogan-Wenatchee National
Forest’'s Methow River watershed). To date, work has been carried out in the Angeles National Forest (CA),
Carson National Forest (NM), the Midewin National Tallgrass Prairie (IL), the Huron-Manistee National
Forest (MI), and the Pike National Forest (CO). Coca-Cola North America is matching the National Forest
Foundation contributions 2:1. The National Forest Foundation is a Congressionally chartered non-profit
of the USDA Forest Service.

Projects are selected based on their potential to replenish water to the landscape, project costs, existing
restoration need, and proximity to the operations of Coca-Cola or its bottling partners. At present,
four projects take place in watersheds upstream of Coca-Cola facilities; others don’t directly benefit
the company but were chosen for their strong replenishment potential and existing do not restoration
needs. The National Forest Foundation works closely with the USDA Forest Service and local partners
to implement these restoration projects, one of several IWS initiatives administered by the NFF tracked
in this year’s report.

Replenishment values are calculated based on an internal methodology developed by Coca-Cola,
Limnotech, and the Nature Conservancy (TNC) to better understand the quantifiable benefits of watershed
restoration. Coca-Cola receives replenishment credit proportional to its funding contributions. Current
Coca-Cola and National Forest Foundation projects in US National Forests will deliver an estimated
460ML of water. Worldwide, The Coca-Coca Company has replenished 108.5B liters/year to date — equal
to 68 percent of the company’s annual use.

For the USDA, the partnership is mutually beneficial. Sixty million Americans rely on National Forest lands
for drinking water, but the Forest Service faces a serious backlog of restoration work. An estimated 48%
of watersheds on National Forest lands are considered impaired or not functioning properly.

“Coca-Cola brings a significant private contribution to the table, allowing important work to occur on
national forested watersheds,” says Wes Swaffar, Ecosystem Services Program Manager at the National
Forest Foundation. As of the end of 2013, the partnership had delivered $983,000 to watershed projects,
with another $400,000 committed for 2014.

Swaffar also notes real benefits for wildlife. Project managers in the Huron-Manistee National Forest
have reported the biggest run of native anadromous fish in decades, following stream crossing repairs
in Brayton Creek. A mink was also sighted in the area — a species rarely seen in the project area.

Three new projects are underway in 2014. Coca-Cola is eager to see other companies take up the model;
its methodology is publicly available.™® Swaffar says the partnership has sparked interest from others in
the private sector in funding their own “replenishment” initiatives.

146 |_imnotech 2013.
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Box 21: Case Study: Washington, DC, Inaugurates the Country’s First Stormwater
Trading Market

Washington, D.C., is responsible for an estimated 1% of nitrogen and phosphorus pollution in the
Chesapeake Bay, but its bill for reducing pollution in the Bay (as required by the Chesapeake Bay Basin
TMDL) may exceed $3.5B, thanks to the high costs of stormwater controls. In response, Washington is
experimenting with market mechanisms to encourage private parties to finance green infrastructure in
the District.

In the fall of 2014, D.C. saw its first-ever transaction in a new trading program for stormwater retention
credits (SRCs), a $25,000 purchase of 11,013 credits. New development is subject to regulatory reg-
uirements that set a minimum level of stormwater retention capacity on the site in order to control runoff.
SRCs can be generated whenever a property owner exceeds those regulatory requirements, such as
through installing bioretention cells or a green roof that retains more stormwater than the law requires.
This “above-and-beyond” retention benefit is packaged as a credit — each SRC represents one gallon of
retention capacity for a year — and sold to parties who find it too difficult or expensive to install stormwater
controls on their own properties. Developers installing stormwater control projects also can qualify for
discounts on stormwater fees, doubling up on incentives for green infrastructure.

As the first generation of development projects becomes subject to the new stormwater requirements,
the District Department of the Environment (DDOE) expects demand to emerge. The DDOE certified
its first credits in April 2014, totaling three years’ worth of SRCs at 17,083 gallons of retention per year,
currently listed at $2.95 per credit (though this may not be the final sale price). The DDOE also offers an
in-lieu fee option at $3.50/gallon/year, which is designed to act as a ceiling on market prices for SRCs.

The DDOE is also developing an option contract, wherein third parties (such as an NGO) would be
solicited by a request for applications to recruit certifiable projects, which would be assured of receiving
a minimum price for all SRCs generated. Once a project is completed, the developer would have the
option of either selling credits to the third party at that preset price or seeking a higher price on the market.

For the DDOE, the system offers several advantages. Trading can result in more retention than requiring
100% compliance on site. Multiple smaller sites can retain more volume than a few large ones (consider
either a single 1000-gallon bucket on a roof, versus two 500-gallon buckets: In a storm, the pair of
buckets will fill up faster). The DDOE estimates that that the SRC market will increase retention across the
district by 57%. Multiple sites can also capture more of the “first flush” volume in a rainfall event, which
typically carries the greatest concentration of pollution.

Trading of credits also allows flexibility in siting and thus greater cost savings: projects will most likely be
developed in places where costs for green infrastructure are lower. This in turn carries social benefits:
“If you look at the District, the opportunity to generate SRCs seems to come from the least affluent parts
of the city,” explains Evan Branosky, an Environmental Protection Specialist at the DDOE. “Land values
there are lower, and the opportunity costs of alternative uses are not as great as downtown. It will be
exciting to see if trading helps drive green infrastructure into these places.”
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Table 20: Summary Details - Oceania

2011 2013

Operational programs 6 9
Programs in development 1 1
Values $174.6M $103.0M
Total land area managed for watershed services n/a 107,525 ha
New land area managed for watershed services, per annum n/a n/a

Notes: Given our data collection cycle (which takes place every other year), data on ha protected in 2012 is unavailable, as the

DIUDAI() (]

survey asks respondents to indicate total ha under management and ha added in the last twelve months.
Source: Forest Trends’ Ecosystem Marketplace. State of Watershed Investment 2014.

Key Findings

e Spending by the region’s largest program, Restoring the Balance in the Murray-Darling, was cut

roughly in half in 2013 from 2012 levels. That fall pulled down regional values dramatically along with
it, from $160.8M in 2012 to $103M in 2013.

That drop masks growth in other areas. The Hunter River Salinity Trading program saw its biggest
year to date in 2012, with credit prices roughly tripling since 2010 to an all-time high of $4,989 per
credit. Total auction revenues in 2012 reached nearly $1.1M.

Municipalities and water service providers in Melbourne, Ispwich, and Beaudesert experimented
with new offset mechanisms to manage stormwater and other water quality challenges, transacting a
reported $0.9M in 2013.

Altogether, nearly $1.4B has been committed between 2014 and 2020 for watershed investment
programs in Australia, largely by the national government. But given a history of uneven spending
patterns and political upheaval in the past two years, it is unclear exactly when this money will be spent

or whether commitments might change.

10.1 Introduction

In 2012 and 2013, Oceania saw investment activity
begin to rely more on locally driven projects for new
energy. The region’s largest program — Restoring
the Balance in the Murray-Darling Basin (RtB), a
nationally driven buybacks effort in Australia — shrank,
while at the municipal level several new offset programs
were rolled out.

As we noted in our 2012 report, Australia’s history of strong
government support for market-based mechanisms
for conservation is both a strength and a weakness:
publicly managed and funded programs have made
the region an early leader in watershed investment, but
also vulnerable to political shifts. RtB, the government’s
flagship buybacks program, experienced such a shift

following elections in 2013, as the incoming Coalition
government indicated it would step back somewhat from
a buybacks strategy to restore health in the Basin.

RtB has its basis in the Commonwealth Water Act of
2007, which established the Murray-Darling Basin
Authority (MDBA) and instructed it to monitor state and
territorial compliance with “the Cap,” a policy that limits
diversion from the basin to 1993 levels (11,000 GL™" a
year). The MDBA also oversees the Murray-Darling Basin
Plan, including the buybacks initiative and programs
funding irrigation efficiency improvements. The RiB
mandate initially was to purchase 2,750 GL worth of water

47 A gigaliter (GL) is equivalent to one billion liters.
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Map 10: Active and Developing Programs in Oceania, 2013
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Source: Forest Trends’ Ecosystem Marketplace. State of Watershed Investment 2014.



Figure 72: Volume of Water Returned to the Murray-Darling Basin, 2008-2013
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the New South Wales Water for the Environment program, which ceased buybacks activity in 2011.

Source: Forest Trends’ Ecosystem Marketplace. State of Watershed Investment 2014.

entittements on the open market over ten years, with a
budget of $3.2B.

In the fall of 2013, the incoming Coalition government
said that it would cap buybacks at 1,500 GL rather
than the Labor administration’s earlier goal of 2,750 GL.
The Coalition also plans to spread allocated funds for
buybacks over six years instead of the original four. Finally,
some water allocations dedicated to instream flows
currently managed by the Commonwealth Environmental
Water Holder would be sold back to irrigators to help
cope with drought — a move that sparked sharp criticism
from the Greens Party and environmentalists.'#®

The program has also been plagued by resistance from
state and territorial governments: The New South Wales
government in 2013 began limiting buybacks by the
federal government within its jurisdiction, while the state of
South Australia cut its promised contribution to buybacks
by $14.6M. Critics of the Basin Plan cite concerns that
buybacks will cripple rural economies, arguing in favor of
a greater focus on irrigation infrastructure funding.

Long-running WQT experience

Elsewhere, watershed investments have seen smoother
sailing. Australia’'s experience with market-based
mechanisms for watershed protection extends back to
1995, when the Hunter River Salinity Trading program
began. The Australian national and territorial governments
also co-funded a Market-Based Instruments Pilots

48 The Guardian, January 20, 2014.

Program in 2003 that provided $10.3M in funds for two
successive rounds of pilots programs targeting water
quality, carbon sequestration, and biodiversity protection
through conservation projects.

Some of these early pilots remain active in some
capacity. State and territorial governments have also
provided funding for restoration and conservation using
tenders, a reverse auction in which landowners submit
competitive bids to receive grants for projects. But
ultimately Australian programs have tended to focus
on bundled ecosystem services; relatively few are
exclusively watershed services-focused.

10.2 Impacts

Supply: In the Murray-Darling, more than 1.5M ML
returned to the River Since 2008

Even as the purchase of water rights in the Murray-
Darling has fallen from a peak in 2009 of nearly 455,000
ML, benefits continue to accumulate to the river system
as entitlements are permanently dedicated to instream
use (notwithstanding the Coalition government'’s recent
plans to sell some back to farmers). In 2013, total water
secured to date through buybacks reached more than
1.5M ML (Figure 72).

Supply: Oceania measures progress in
many ways

Most programs in Oceania do not measure outcomes
in terms of hectares. In the case of RtB, the transaction
is based on a water entitlement instead of a land-based
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10. Oceania

Table 21: Outcomes Reported by Programs in
Oceania, 2013

Metric 2013

Ha under management for watershed 107,525
services

ML of water 58,000
Tons of sediment 7
Pounds of nitrogen 145,505

Source: Forest Trends’ Ecosystem Marketplace.
State of Watershed Investment 2014.

intervention. Instead, reflecting the frequent use of
trading and offset mechanisms, programs typically
report credits or offsets in kg of nitrogen, tons of
sediment, or even the right to discharge a certain
percentage of a load allocation (in the case of the
Hunter River Salinity Trading program) (Table 21).

Australian government pursues “Ridges to
Reefs” connections

The connection between landscape and marine health is
sharply illustrated in Australia, where pollution loads from
urban, agricultural, and mining areas are a leading factor
in the decline of the Great Barrier Reef. For example,
sediment loads to the reef have increased by as much
as 500% in the last century in a half largely due to the
expansion of agriculture in the Reef’'s catchment.!#®

In 2008, the Australian government committed $130M
over five years for water quality grants to landholders to
manage sediment, nutrient, and pesticide runoff to the

reef through the Reef Rescue program. The program
also supported partnerships to build capacity and
communication in stakeholder groups and for water
quality monitoring and research.

A program launched in 2009 saw the private and NGO
sectors throw their hats in the ring to protect the Great
Barrier Reef as well. Project Catalyst, funded by WWF
and the Coca-Cola Foundation, is working with local
cane growers and conservation groups to demonstrate
farming practices that limit agricultural pollution flowing
to the Reef (Box 22).

Monitoring rates reflect program emphasis on
outcomes in Oceania

Monitoring rates for the region were high compared
to other parts of the world (Figure 73). Strong water
quality monitoring rates reflected Oceania’s relatively
high use of outcome-based programs like trading
and offsets. On the other hand, no programs in the
region indicated that they either have poverty-related
objectives or monitored socio-economic impacts,
although a component of the Reef Rescue program
works to engage Aboriginal and Torres Strait Islander
indigenous communities in protection, including “trad-
itional use” management agreements.

10.3 Investment

Demand: Murray-Darling Basin spending
falls sharply in 2013, dragging down regional
transaction values with it

Spending by the RtB program was cut roughly in half
in 2013 from 2012 levels ($66M versus $131M)."°° As by

Figure 73: Monitoring Rates, Oceania and Globally
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49 Kroon et al. 2013.
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Figure 74: Transactions in Oceania, 2009-2013
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Source: Forest Trends’ Ecosystem Marketplace.
State of Watershed Investment 2014.

far the largest program by spending values in Oceania
— the program accounted for 64% of transactions in
2013 — its fall pulled down regional values dramatically
along with it (Figure 74). Spending decreases are also
linked to the end of the New South Wales Water for
the Environment program, which had been a major
buyer of entitlements for instream augmentation until
its funding ended in 2011.

Trading in the Hunter River Basin sees a tripling in
value, credit prices since 2010

The drop in MDB masks growth in other areas. The
Hunter River Salinity Trading program saw its biggest
year to date in 2012, with credit prices roughly tripling
since 2010 (Figure 75)."8" The Hunter River drains the
largest coastal catchment in New South Wales. Salt
occurs naturally in many of the rocks and soils of the
Hunter Valley, and some of this salt is leached into
groundwater and nearby rivers. To address salinity
problems, discharge credits (which have a lifespan of
ten years) are sold at public auction every two years;
these credits entitle their holders to discharge effluent
into the Hunter River at times of high flow. A credit allows
its holder to discharge 0.1% of a total allowed amount in
a river “block,” set by monitors based on flow level and
ambient salinity. (During high flow conditions, discharge
limits are relaxed.) The credit holders can invest in
technologies to mitigate salinity and sell their extra
credits, or buy credits from each other if they “overshoot”
their allocation. Two hundred credits, replacing those
that expire, are sold at public auction every two years.

Demand: Government largest buyer, but business
makes a showing every other year

Buyers in the Hunter River Salinity Trading program
are all either mining or power generation operations (the
latter including both public and private entities). The
timing of credit auctions leads to a spike every other year
in business spending on watershed protection: in 2012,

Figure 75: Total Transaction Values and Average Credit Prices in
Hunter River Salinity Trading Program Auctions, 2004-2012
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Figure 76: Buyers by Share of 2012 and 2013 Transaction Values, Oceania

2012

S156.2M

® National government Business
® Government trust

@® Business

® Food and beverage

©® Energy: Extraction/processing
® Energy: Generation/distribution

2013
SO.9M $0.5M

® NGO

© Public wastewater utility

@ Public drinking water utility
@ Agriculture/forestry/fisheries

Source: Forest Trends’ Ecosystem Marketplace. State of Watershed Investment 2014.

the private sector, driven by the energy and beverage
industries, spent $1.3M, while in 2013 the beverage
industry was the only private-sector buyer reporting
investment, spending $0.5M (Figure 76).

Another $10.2M in spending in 2013 came from New
Zealand’s Lake Taupo Protection Trust, which is funded
by national, regional, and local governments and is
charged with purchasing nitrogen allowances through
the Lake Taupo Trading Program and retiring them.
However, in June 2013, the Trust withdrew from trading,
having made arrangements to fulfill its nitrogen reduction
goals via a project purchasing and managing land.

Mechanisms: Cities experiment with stormwater
and wastewater offsets

Two recently active programs in Melbourne and Ipswich
focus on stormwater offsets. In Melbourne, industrial
and residential developers must pay an in-lieu fee to
Melbourne Water if best practice is not met on site for
stormwater control; funds go to the public catchment
manager to carry out offset activities including urban
green infrastructure. A similar mechanism is at work in
Ipswich. Queensland Urban Utilities is also experimenting
with offset mechanisms, funding riparian restoration work
in Beaudesert that is expected to save the Beaudesert
sewage treatment plant nearly $7M in avoided upgrade

costs. Altogether these offset mechanisms transacted a
reported $0.9M in 2013.

Enabling conditions: Resistance to buybacks
spurs investigation of their economic impacts

A key challenge for the RtB program has been agri-
cultural resistance to buybacks out of concerns that
the program would encourage farmers to sell off their
water rights to the government and leave the agricultural
sector, hollowing out rural economies — an issue that has
also come up for US-based buybacks programs (see
Chapter 9). Critics of buybacks often call for funding to
be redirected to irrigation efficiency improvements as a
more beneficial way to return water to the Murray-Darling
river system.

These concerns have sparked some useful investigations
into the cost-effectiveness and economic impacts of
buybacks: a recent study in South Australia suggested
that the sale of water rights to the government has
actually so far been linked to farmers’ reducing their debt,
modernizing operations, and increasing productivity.'®2
However, these benefits appear to take some time to
appear. The study found that about one-fifth of farmers

52 \Wheeler et al. 2013.



in the basin have sold surplus water entitlements to
the government. Of that group, 60% were still farming,
30% had left the sector, and 10% had replaced the sold
entitlement with water from other sources or switched to
dryland farming.

Other research suggests, too, that buybacks are likely
the most cost-effective mechanism for restoring the
river system to health, especially when the economic
structure of the basin has become less dependent on
agricultural activities over time. A recent comparison
between buybacks and irrigation infrastructure upgrades
suggested that infrastructure upgrades were at best two
to three times more expensive than buybacks for each
ML of water delivered to the river system.s3

10.4 Qutlook

Nearly $1.4B committed through 2020, but timing
of spending hard to predict

Outlook for the region in the coming years is somewhat
unclear. Altogether, nearly $1.4B has been committed
through 2020 for watershed investment programs
in Australia, largely by the national government. But
given a history of uneven spending patterns and
political upheaval in the past two years, it is unclear
exactly when this money (much of which is through the
RtB program) will be spent or whether commitments
might change.

Box 22: Case Study: WWF and Coca-Cola Sweeten the Deal for Farmers Working to Save

the Great Barrier Reef

Along the Mackay-Whitsunday coast, WWF and the Coca-Cola Foundation are partnering with sugarcane
growers to demonstrate farming practices that limit agricultural runoff flowing to the Great Barrier Reef,
where water pollution originating on-land is a serious threat to the reef. Reef Catchments, NQ Dry Tropics,
and Natural Resource Management groups are partners.

Project Catalyst provides financial, technical, and agricultural extension support to farmers proposing
new practices that will help them reduce pesticide and fertilizer application without reducing yields, such
as precision pesticide application and satellite-controlled equipment. The program estimates that it has
reduced nutrient and pesticide loads in more than 100,000 ML of runoff to date; at present it is working

with 78 farmers on 101,725 hectares.

Monitoring shows that cane farmers participating in the program have reduced nutrient pollution by 60%
and pesticide pollution by 95%. Farmers also report higher profits, since their input costs are lower. A
newsletter and website have been created to facilitate sharing of best practice between participants.

For Coca-Cola, the program is a part of its global replenishment commitment (see the case study in Box
20 in the North America chapter) as well as a supply chain issue: sourcing sustainably grown sugar is a

key challenge for the beverage company.

Based on WWF 2014 and Moye 2013.

83 Wittwer and Dixon 2013.
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The watershed investment world is rapidly changing in
size and composition, making predictions about the
future difficult. This report’s survey asked program
administrators to provide data on developing projects
in the pipeline and on future funding commitments, which
can serve as proxy indicators for future activity.

But the scale of investment in 2014 and beyond depends
heavily on factors affecting demand, including bus-
iness interest in “water stewardship” strategies and how
prominent a role natural infrastructure plays in decisions
about infrastructure spending. The emergence of stan-
dards and certifications for watershed protection and
other project development guidance has promising
implications for both project developers and buyers, but
remains in very early stages. Similarly, on the supply
side, private finance — in particular institutional and
high-net-worth individuals — has expressed interest in
investing in conservation projects, though given a lack of
“investment-ready” projects, funding at significant scale
is unlikely in the near future.

Pipeline programs favor collective action
funds; growth projected on strength of
Chinese investment

In addition to programs tracked in this report, survey
respondents reported another 51 programs in design

stage at the end of the 2013. Many of these programs are
or will be structured as collective action funds (Figure 77),
which, as seen in this report, are already an increasingly
popular financing solution. In 2013, the reported average
time-to-implementation (from design phase to first
transaction) was two years and four months, meaning
that these efforts may soon begin bearing results.

In the meantime, outlook for existing programs is
cautiously optimistic. National-level spending — the
backbone of growth in IWS over the last five years —
showed some signs of slowing down in 2013 in Australia,
Costa Rica, Mexico, and the United States. However,
Chinese leadership appears committed to proceed at
full speed with domestic compensation for watershed
protection. At the five-year average growth rate, IWS
is poised to hit $20B a year somewhere around 2018
(Figure 78), assuming that current investment policies
and programs are held constant.

Approximately 42% of buyers have already
committed future funding, but finance gap persists

Practitioners report that $904M has already been
committed by buyers in 2014, although as a natural
extension of long-term investment uncertainty, comm-
itments drop sharply thereafter (Figure 79, Map 11).
Total commitments through 2020 equal $6B, mostly via

Figure 77: New Operational Programs Each Year Globally 1990-2013 and Currently in Development
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Figure 78: Five-Year Projection Based on Current Annual Growth, 2014-2018
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government budgets in China, Australia, and South Africa.
This “future finance” figure is likely an underestimation,
as 42% of buyers say they have committed to additional
transactions, but only 18% reported specific figures.

New tools and guidance seek to smooth the path
for business buyers and private finance

On the buyer front, 2013 saw a marked uptick in busi-
ness interest in water stewardship strategies through
which a company manages its water risk at a landscape

level and in collaboration with other stakeholders. The
launch of the Water Stewardship Standard in the spring
of 2014, with backing from Nestlé and General Mills,
follows recent guidance and high-level attention from
groups like CDP, the CEO Water Mandate, and the World
Business Council for Sustainable Development.’®* But
here, efforts are only in very early stages. The 2013 CDP
Water Disclosure Report found that just 3% of businesses
are tackling risk at the watershed level and only 4% within
the supply chain.®®

Figure 79: Funding Commitments 2014-2020 by Region
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154 See for example CDP 2013, CEO Water Mandate 2014, and
World Business Council for Sustainable Development 2013.

%5 CDP 2013.
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Map 11: Funding Commitments 2014 and 2014-2020 by Region
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Source: Forest Trends’ Ecosystem Marketplace. State of Watershed Investment 2014.

Scaling up private-sector investment will probably depend
on the availability of collective action partnerships and
guidance for business, as well as better demonstration
of ROl to private buyers. As discussed in earlier chapters,
in 2013 this report tracked a number of programs testing
new methodologies for quantifying economic and
ecological outcomes, particularly in the UK, the US, and
Latin America.'®® Cross-fertilization across sectors is also
occurring. As an example, a methodology for estimating
groundwater replenishment, originally developed for The
Coca-Cola Company, is now being harnessed by TNC
to estimate performance of a water fund in Monterrey,
Mexico, and for restoration work on public forest lands
in the United States.

Standards and certifications like the International Water
Stewardship Standard, Water Benefit Certificates, and
the Forest Stewardship Council’'s forthcoming ecosystem
services certification are another development with
promising but still emerging implications.'””” These
methodologies could help to improve accountability,
establish minimum project standards, and generate more
robust information about outcomes. From a financing

%6 See Chapter 4: Monitoring & Methodologies, and regional
chapters (Europe, Latin America and Caribbean and North Amer-
ica).

87 See Chapter 4: Monitoring & Methodologies.

perspective, standardized approaches and clear metrics
for measuring outcomes could mean increased interest
from businesses and other major water users. For
businesses, there is also appeal in certifications and
labels that might enhance their reputations as sustainably
minded companies. At the same time, concerns have
emerged, too: a resistance to “Kyoto-ization” of water and
criticisms that standards and certifications (S&C) — and
especially the use of purely volumetric offsets for water-
related impacts — oversimplify hydrological complexities
and overlook local context.'®®

Private finance — specifically institutional capital and
high-net-worth individuals — has recently expressed
interest in investing in conservation and restoration,
but indicates that the existing portfolio of investment-
ready projects is thin. To attract this sector, better
quantification of performance (in both ecological
and dollar terms), clearer signals related to long-term
demand, and demonstrable conservation cash flow
potential are needed. Where those conditions exist,
however, interest has been substantial, as seen in
examples like P3s for “green” stormwater controls in
the Chesapeake Bay Basin in the United States (see
Chapter 9: North America).

%8 See for example Henley 2013 and WWF 2013.
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Looking ahead: In search of an infrastructure
spending shift

The global financing gap for necessary upgrades and
installation of drinking water and sanitation infrastructure
is tremendous: the OECD estimates that more than $1T
a year will be needed in annual investment in water
infrastructure by 2025 (Figure 80). Those estimates —
and most investments in practice — focus largely on “hard
path,” or engineered, infrastructure.

But if just 5% of annual “grey” infrastructure spending
(an estimated $37.4B) were channeled to natural infra-
structure, a back-of-the-envelope calculation (based on
the numbers presented in Figure 80) suggests that these
solutions could protect as much as 1.7B ha of land™® —
an area twice the size of Brazil — or secure more than
two million metric tons of nitrogen reduction at average
2013 credit prices.'®® That is enough to keep an entire
year’s worth of nitrogen pollution out of the Gulf of Mexico,
where nitrogen and phosphorus runoff contributes to an
oxygen-starved “dead zone” the size of Connecticut.'®

Natural infrastructure also offers flexibility and a “no-
regrets” option. Since investments tend to be smaller and
less expensive than engineered infrastructure, natural
infrastructure investments can often be structured to
spread costs over time and require lower initial capital
investments than built projects. Also, water managers
can adaptively respond to changing conditions, which
is helpful in places where climate change effects on
water resources are uncertain. Unlike built infrastructure,
natural infrastructure also tends to appreciate over time: A
forest’s ability to filter pollution, trap erosion, or sequester
carbon usually increases the older it gets.

In an attempt to capture these benefits, the engineering
and conservation fields have established a number of
partnerships to develop urban green infrastructure at
a large scale and test strategies for green/grey infra-
structure hybrid systems. These initiatives include
the Rockefeller 100 Resilient Cities program, in which
engineering firm AECOM is engaged, TetralTech’s and
other firms’ work on green stormwater infrastructure in
Washington DC, and a new partnership between TNC
and CH2M Hill.

Practitioners report that continued progress of this kind
will depend on recognizing natural infrastructure’s value

%9 Average global per-hectare costs of watershed management
in 2013 were $22.43/hectare.

160 Average price for one term nitrogen credit (representing
one pound of pollution reduction) across all markets in 2013
was $8.38.

61 Estimates of average annual nitrogen load from Goolsby et
al. 2001.

Figure 80: Annual Water Infrastructure Spending
versus Global Need, 2013
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as an economic asset. As mentioned throughout this
report, natural capital accounting made great strides in
2012 and 2013, but remains an enormous undertaking
requiring decision makers to consider the values of
assets long implicitly understood as having no value.
But NCA has the potential to illuminate clearly the risks
natural capital degradation poses to society and put
natural infrastructure investment decisions on par with
built capital.

A true accounting of natural assets also has important
implications for addressing poverty and inequality.
As the World Bank’s Juergen Voegele pointed out at
2013’s Natural Capital Legislation Summit, environmental
degradation is felt most acutely by the poorest on this
planet: if you live on less than $2 a day, half of your GDP
comes directly from natural capital.®®

As detailed in the pages of this report, watershed invest-
ment programs are delivering significant benefits, not
only in terms of clean, reliable water supplies but also
for cost abatement, local livelihoods, and ecological

62 Gardiner 2013.
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co-benefits like wildlife habitat and carbon storage.
The field still depends largely on funding from a handful
of public sector leaders, with awareness of natural
infrastructure strategies remaining low in other quarters.
But 2012 and 2013 were a time of gaining depth, as

programs worked to develop a more sophisticated and
diverse portfolio of investment projects — experimenting
with new models, better demonstrating IWS’ benefits,
attracting new sources of finance. These efforts are
likely to create a wave of investment in the coming years.
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Swiss Agency for Development
and Cooperation SDC

PROFOR

THE GRANTHAM FOUNDATION

FOR THE PROTECTION OF THE ENVIRONMENT:

Donors

The Swiss Agency for Development and Cooperation (SDC) is
Switzerland’s international cooperation agency within the Federal
Department of Foreign Affairs (FDFA). In operating with other federal
offi ces concerned, SDC is responsible for the overall coordination of
development activities and cooperation with Eastern Europe, as well as
for the humanitarian aid delivered by the Swiss Confederation. The goal
of development cooperation is that of reducing poverty. It is meant to
foster economic self-reliance and state autonomy, to contribute to the
improvement of production conditions, to help in finding solutions to
environmental problems, and to provide better access to education and
basic healthcare services.

The Program on Forests (PROFOR) (www.profor.info) is a multi-donor
partnership managed by a core team at the World Bank. PROFOR
finances forest-related analysis and processes that support the following
goals: improving people’s livelihoods through better management of
forests and trees; enhancing forest governance and law enforcement;
financing sustainable forest management; and coordinating forest
policy across sectors. In 2013, PROFOR’s donors included the
European Commission, Finland, Germany, Italy, Japan, the Netherlands,
Switzerland, the United Kingdom, and the World Bank.

The Grantham Foundation for the Protection of the Environment is
dedicated to protecting and improving the health of the global environment.
The Foundation seeks to raise awareness of urgent environmental issues
and supports individuals and organizations working to find solutions. To
achieve these goals it supports communication and collaboration in
environmental protection, with an emphasis on climate change.
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Collaborators

The China Eco-compensation Policy Research Center (CEPRC),
established in May 2013, is a joint effort between China Agricultural
University and the National Development and Reform Commission,
with seed funding provided by the Asian Development Bank. The
purpose of the center is to better link ecosystem services providers with
beneficiaries via “eco-compensation” policies and programs (a Chinese
environmental policy innovation with characteristics similar to Payments
for Ecosystem Services), and to promote environmentally sustainable and
regionally balanced and inclusive economic development in China. The
center is fundamentally a research institute and network, committed both
to theoretical research on eco-compensation and the development of
case studies and policy research to better capture lessons learned, as
well as to help bring together environmental experts, policy makers and
practitioners to share knowledge and environmental policy innovations.

The Department of Forest and Rangeland Stewardship at Colorado
State University consists of individuals representing a diverse range
of expertise and interests in the sustainable management of forests and
rangelands and their associated resources. We engage in cutting-edge
research and active knowledge exchange with professional managers,
stakeholders, and communities. The Department offers comprehensive
undergraduate and graduate programs in a wide variety of disciplines
within forestry, natural resources management, and rangeland ecology.’
Participation in the State of Watershed Investment data collection
research was supported by the Agricultural Experiment Station at
Colorado State University.

EcoDecision, established in 1995, is a socially-oriented company
dedicated to developing new ways to finance conservation. EcoDecision
is a pioneer in the emerging ecosystem services markets of climate
change mitigation, water source protection and biodiversity conservation.
By developing creative mechanisms to realize tangible value for
stakeholders the company seeks to mobilize investment to conserve
invaluable, functioning natural ecosystems in the tropics. These efforts
draw on emerging markets for ecosystem services and help put
appropriate mechanisms in place to catalyze new finance, providing
benefits for nature and its stewards.

ETIFOR is an independent spin-off of Padova University and works
to turn scientific knowledge into practical solutions in four areas of
intervention: forest certification and supply chain, climate change and
ecosystem services, rural development, and international cooperation.
We apply ethics and environmental economics to multi-disciplinary
natural resource consultancy and project management.
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The Family of Forest Trends Initiatives

Ecosystem Marketplace

A global platform for transparent information
on ecosystem service payments and markets

Water Initiative

Protecting watershed services through markets and
incentives that complement conventional management

Forest Trade & Finance

Bringing sustainability to trade and financial
investments in the global market for forest products

BBEP

Business and Biodiversity Offsets Program, developing,
testing and supporting best practice in biodiversity offsets

the
katoomba

group
Building capacity for local communities and governments
to engage in emerging environmental markets

Communities and Markets

Supporting local communities to make informed decisions
regarding their participation in environmental markets,
strengthening their territorial rights

v Marine
w Ecosystem
Services
v Program

MARES

Using innovative financing to promote the
conservation of coastal and marine ecosystem services

Public-Private Co-Finance Initiative

Creating innovative, integrated, and efficient financing
to support the transition to low emissions and zero
deforestation land use

Learn more about our programs at www.forest-trends.org



