OF
TN

TheNature @ S R
Conservancy = w VXA A& L FPA KR N 3 :
g life. ? &

Protecting nature. Preservin FOUNDATTION

‘1743 7

Brandywine Christina Healthy
Water Fund

Draft Business Plan
Presented to
Stakeholders
May 4, 2017

www.nature.org/Delaware ¢ www.williampennfoundation.org e www.wrc.udel.edu




lhtNatunﬂ-c‘g
Conservancy w VEd Ao AT s

F'n_r_h_-:l..el:lllg-l‘ug.._-. F O MOS T I & H

AGENDA

EBrandywine-Christina Healthy Water Fund
Mount Cuba Center | 3120 Barley Mill Road | Hockessin, Delaware
May 4, 2017 | 10:00 AM to 1:00 PM

10:00-10-15  Welcome and Introductions (Jerry Kauffman, University of Delaware)

10-:15 - 10:25  Brandywine-Christina Healthy Water Fund: Update and Ohverview
(Richie Jones, The Nature Conservancy, Delaware)

10:25-11:15  Busimess Plan (Jenny Egan, The Nature Conservancy, Delaware)

11:15-12:15  Dhscussion and Wrap Up (Jenny Ezan, The Nature Conservancy, Delaware)

12-15 Luncheon

Brandywine-Christina Healthy Water Fund
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Land Use in the
Christina Basin, 2005/2006

Map produced by the
Universiy of Delaware,
Watar Resources Agency,
February, 2013




Goal

To create self-sustaining conservation
finance venhicle that will restore the
Brandywine-Christina watershed to fishable,
swimmable, potable status in an accelerated
timeframe.

Brandywine-Christina Healthy Water Fund
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Presentation Notes
Water quality improvements
Sustainability in funding source =revenue

Finance – work across the CB
New tools for financing restoration work
EPA pushing different methods and approaches (trading, performance contracting)

Christina Watersheds Municipal Partnership

NEW and TIMELY


Water Fund Model

Payments

Incentives ——
_e.g, cash, assistance, —
P materials
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Downstream beneficiaries pay in to upstream projects that improve water quality.

Beneficiaries is a broad term that will be narrowed herein.

Beneficiaries that pay into other funds around the world include corporations, utilities, and taxpayers and volunteer contribution
Fund mechanisms include budget allocations, watershed protection fee in utility rates, and voluntary contributions



Basic
business
strategy

*Water Companies
*Municipalities
*Foundation/Corporate

Align and Expand
Capital

*GIS-Based Targeting
*Leveraging Relationships
*Quantifying Impact

Strategic Capital
Deployment

Long-Term *Sustainable Funding

Freshwater Security *Enduring Practices
*Profitable Farming

Brandywine-Christina Healthy Water Fund
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Previously when we met we presented a general business strategy to align funds, deploy capital for long term water quality and sustainable fund sources. 

In the last 5 months we have developed an approach based on the work of the feasibility study, technical analysis, individual meetings with stakeholders, and aligning the future for potential work in the watershed.

Current partner work includes Cluster partners and the work of CWMP.  The initiatives that are taking place concurrently and that the Fund is positioned to assist with are the agricultural conservation and municipal permit requirements of the communities in the watershed.  The Fund is looking to support these important collaborative efforts.


How will the Water Fund work?

* Provides a mechanism to value a pound of
pollution reduction

« Demand — beneficiary need projections
e Supply - services and accounting

Brief overview of sections In plan:
* Proposed governance structure
* Financial projections

Brandywine-Christina Healthy Water Fund


Presenter
Presentation Notes
Step through our approach to build the plan and mechanism for sustainable funding.

Its focus is to provide services that are not currently offered in the watershed that will significantly advance conservation implementation and funding for water quality improvements.  The focus of the business plan has been: 
developing potential customer profiles and needs;
determining what services the Fund will offer and at what price;
how to build a revenue stream for operational stability;
lastly, maintaining and understanding that how the Fund is built in initial phases sets it up for larger conservation and impact investing in the future (year 5 and beyond).  


Current project path

\
Source of Funds/Grants
*William Penn
Importantly, the N
funds are *USDA/NRCS/RCCP
*Water Providers
expended and _ )
Investment is not
fully realized > for
u y ealiZed. implementation

How dO we Conservation Outcomes
) * Number of BMPs (Linear
monetize the

conservation

outcomes to
generate more

Grant/Fund Expended
Reporting to funder (e.g.

Investment in
restoration?

linear feet of fence, acres of
buffer, etc.)

Brandywine-Christina Healthy Water Fund
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Why is the Fund is new and different than what is currently provided?

Here is a general path of current funding for restoration projects.
Grant funds go to direct project implementation and staff time to implement projects.
William Penn Foundation has provided the impetus for this reinvestment through supporting the Fund development.




“As you go through life, take time to monetize the roses.”

Brandywine-Christina Healthy Water Fund



Infrastructure services

Ecosystem services

Support local, state, and national economies
* Per capita income by sector

¢ Total tonnage transported

* Employment by sector
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A diagram displays several connections revealed at the Lower Mississippi River Basin workshops. These connections will be used to develop a basin-wide report card

for the watershed.

Diagram courtesy of the Integration & Application Network, University of Maryland Center for Environmental Science.

Water Fund

randywine-Christina Healthy
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Services are provided by installing projects that improve water quality

In particular the WF will marry the eco and infrastructure services through focusing on the “water supply” box in the figure.


Sustainable systems
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Sustainability of funding
Sustainability of the watershed
Economic benefits – cost effectiveness for projects
Social – leveraging relationships, improving communities access to better water quality



How will the Water Fund work?

Code ~ [Practice Scenario Units | Unit Cost Total Cost
362 |Diversion 51,885.50|
362 Diversion, large, greater than 300 feet LnFt 5419 51,885 50|
468 |Lined Waterway or Outlet
168 Rock Lined - 247 | White Clay Basin - TMDL Sub-Basins and Characteristics |
558|Roof Runoff St
POUNDS R e A =
561|Heavy Use Arei "-'. = *
561
561 Reinforced Concrete with Curb: (K
575(Trails and Walkways

575 Walkway with Gravel and Geotex
587 [Structure for Water Control

587 Grated Dropbox
620|Underground Outlet

620 15" to 18"
634|Waste Transfer

634

6to 8 inch Pressure Pipe

Totals

Brandy»

——— TMDL Impaired Streams || White Clay Creck Basin

Rivers and Streams.

Roads

I akes anc Fonds [Z77] 2010 urbanized Areas
[]moLsusasine [ 2000 Urbanized Areas

ine-Christina Healthy r Fund




What Is the value of a pound?

Riparian buffers (F) Enhanced nutrlent removal

http://ian.umces.edu/blog/2010/03/04/hello-my-name-is-chesapeake-bay-and-i-have-a-nutrient-problem/ v
The value of a pound of sediment removal /

from the watershed can be determined
through what beneficiaries’ needs are
for that pound of reduction and how much
it costs to provide that reduction.



Value and services

SHERMAN'S LAGOON BY JIM TOOMEY

CRABG PLAY A WTAL ROLF . YEAN, B0 IT'6 ABOYT
IN THE ENVIRONMENTAL TIME NE STARTEP
HEALTH OF THIG PLANET RIRGING FOR IT

CHON, GET WITH IT. BRERMAN!
IF YOU'RE NOT CHARGING FOR
YOUR ECOSYSTEM SERVICES,

Brandywine-Christina Healthy Water Fund
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Putting a price on services-
Values for pollution reduction ($/lb) are wide ranging in literature.

Business plan needs to consider what are we selling, who is buying, how much do we produce, and at what price?


Needs of primary beneficiaries

* Beneficiaries: MS4s and Water providers
e Needs: Sediment and nutrient removal

Pollution removal prices based on potential
demand and cost to provide services to
these two beneficiaries.

Brandywine-Christina Healthy Water Fund


Presenter
Presentation Notes





Water Fund services - $/Ib

White Clay Basin - TMDL Sub-Basins and Characteristics

1) Demand
estimation

2) Supply strategy:
project coordination,
accounting, and

reporting - B
3) Reinvestment — e [ morcna
B sesancpenss (777 2010 Ursanized Aveas

of funds Sl (-

Brandywine-Christina Healthy Water Fund
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What is in a pound?


Projected demand (5yr)

Beneficiaries Target Quantity Demanded
Pollutant

MS4* e TSS * Approximately
30 +/- tonslyr.

(PA & DE)
Water** « TSS o Approximately
Providers 25+/- tonslyr.

(Private & Public)

*Demand will be further understood within the first year of the funds
function as the MS4 communities determine their projects for
reductions.

**Proxy for water provider is based on current willingness to invest

Brandywine-Christina Healthy Water Fund
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Estimation of demand very conservative at this time.


$45 -

$40 -

$35 -

4
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Price of TSS Removal ($/Ib)

$10 -

$5 -

$0

Brandywine-Christina

$25 -

$20 -

$15 -

Pricing TSS service on MS4 sample urban

abatement curve

*This is stylized. Fortunately, the
Fund will know this abatement
curve for each MS4 based on
permits submitted.

BMP #6

BMP #5

Ave. cost of
TSS removal:
~$13lb

0%

BMP #1

BMP #2

/BMP #4

BMP #3

10%

40% 50% 60% 70% 80% 90%

% of TSS reduction delivered

20% 30%

Healthy Water

Water Fund
supplies the
“last 20-25%”
at cost
below

MS4’s
average

cost.

Fund
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Water service providers

 Based on what currently paying

« Value will be determined by what the
public service commission and or city
council is willing to approve

 The Fund provides a vehicle to value the
pollution removal In a manner that can be
adopted by the oversight bodies

Brandywine-Christina Healthy Water Fund
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Projected demand and price (5yr)

Beneficiaries Target Quantity Price
Pollutant Demanded

« TSS « Approximately $4-$6/Ib
30 +/- tonsl/yr.

(PA & DE)

Water « TSS * Approximately
Providers 25+/- tonslyr.
(Private &

Public)

Brandywine-Christina Healthy Water Fund




Supply strategy: Agricultural BMPs

¢ Surface Waler Intake
D Majer basins
Streams

Farms

Crop or pasture

Suez Water Delaware

Stanton Public Water Supply Intake
Showing Upstream Farmland

Mushraom a 125 25 L3
—! i
e, 1Miles
Date: 4/3/2017

Brandywine-Christina Healthy

[

Annual sediment load (tons)

Surface Waler Intake
D Major basins

Streams

Suez Water Delaware
Stanton Public Water Supply Intake

Modeled Sediment Loads (Annual)

ot
" 131210ns
Fal Atk

l_lcd Clay

Wis
276 tons

Low
] 1.25 25 5
| = IMiles
High Date: 4732017

Wate

Fund
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Project coordination with partners is important as well.  Leveraging on farm relationships and conservation plans that partners work toward implementing. 


Accounting: MapSheds and DRWI

Water Quality and Quantity

Ecological Target

Outcome Metrics (Monitoring) Performance Metrics

high quality
watersheds

buffers.

river and habitat for riparian
wildlife.

Focus Area Focus Area Goal Outcome [M\-TQS:CI} Tar.get- {Quantitative Objectives) . . . [measure interim outputs and indicate progress in implementing
(Quantitative Objectives) 1 WQOEQ Metrics Ecological Metrics the strategies — DRWI Metrics Table
Restoration Restore water Restore water quality in Reduced TS5 and water Natural lands increased -TsS mg/l reduced -Tatal miles of AGRICULTURAL RESTORATION
in quality in local local basins at the tipping temperatures maintainad reestablished,/connected re:nnneFted forested Diollars f Federal Farm Bill and state funding leveraged by DRV wittin focus
Brandywine | watersheds and point for impairment and where good floodplzin forest, stabilize floodplzin e
Christina protect existing protect existing forested banks, provide shade for the Pres of agricuttural land with BMPs within focus aress.

-reduced bank erosion

Miles of forested buffer restored within focus areas.

-increase in use of
restored floodplain by

Acres of wetlands enhanced or restored within focus areas

riparian birds and
herptiles

Brandywine-Christina Healthy

Using MapShed Model
or the Christina Basin
TMDL Implementation

and Water Quality
Restoration

Water Fund
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Accounting in a way that follows current protocol

Quantification of pounds reduced

Avoiding double counting


Reporting

e Coordination
— Beneficiaries
— Regulators
— Contracts

Brandywine-Christina Healthy Water Fund



Leveraging existing
watershed funding

Over time —philanthropic is

Barrier to farm
restoration. ~30% replaced with market based
7
funding shortfall funds. Each 51 leverages 52.33
of current funds
0,
100% B
B
B
B
téD 80% g%?%ﬁ%ﬁ%ﬁ%ﬁ%ﬁ%ﬁ%ﬁ%ﬁﬁ
= B
© e
c
3
S 60%
2
(@]
_
S 40%
=
=
(@]
JSi
x 20%
0%

Without Water Fund With Water Fund

B Federal M State M Other # Fund - Philantropic B Federal W State m Other ®Fund - Investor Supported

Brandywine-Christina Healthy Water Fund




Leveraging existing
watershed projects

Securing, monetizing,

Pounds of sediment to accounting, and maintaining
meet beneficiary needs pounds removed for
beneficiaries
100%

90% /

80%

600 .

’ Baseline

50%
40%
30%
20%
10%

0%

% of TSS reduced per Plan

Without Water Fund With Water Fund

Brandywine-Christina Healthy Water Fund



Projected services

1 2 3 4 5 6
# of Farms 1 3 10 12 2 2
Cum. 1 4 14 26 28 30
# of Farms
TSS inventory 2 9 32 60 65 69
(TN/YR)
TSS 0 0 0 54 54 67
demanded
(TN/YR)
Net TSS 2 9 32 6 11 2

Brandywine-Christina Healthy Water Fund
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Multiple projections and scenarios for financial performance indicated that with these estimates and at a price of $4-$6/lb the Fund will achieve sustainability in year 6.  
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Farms implementing plans

Long term projections

Long Term Projected Market Impact

mmm \Without Water Fund mmm New Farms Cumulative Fund Farms e=mProjected TSS removed
- 180

v

Mature Phase

Start up and
proof-of-
concept
phases

Brandywine-Christina Healthy Water Fund
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Financial projections

$1,200,000
$1,000,000
$800,000

$600,000

$400,000
$200,000 I
$0 l I I I - o o
1 2 3 4 5 6

Year

Dollars ($)

H Total investments ® Total Reveue

Brandywine-Christina Healthy Water Fund
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Operations

 An independent business organization.

e Facilitate projects and accelerate scale of
implementation that would not have occurred
without the activities of the Water Fund.

* Dedicated staff to facilitate partner projects
and cultivate sustainable funding streams.

 Governing body to provide guidance and
expertise in aligning restoration with
beneficiaries.

Brandywine-Christina Healthy Water Fund




William Penn Foundation

Impact investors

The Nature Conservancy in Delaware
UD Water Resources Center
Brandywine Conservancy

Brandywine Red Clay Alliance

Stroud Water Research Center

Natural Lands Trust

Christina Municipal Watersheds Partnership
City of Wilmington

City of Newark

SUEZ Water DE

AQUA PA

PA American Water Downingtown MUA
MS4 municipalities

Brandywine-Christina Healthy

Water

Potential governance representation

Fund




Challenges

The Water Fund faces three challenges to
effective and successful implementation:

1. Sufficient capitalization to adequately
resource activities and staff.

2. Providing recognized, streamlined, and
efficient process to partners.

3. Navigating regulatory uncertainties to
generate sustained revenue.

Brandywine-Christina Healthy Water Fund




Next steps

e Governing board composition and formation
« Organizational setup (policies/procedures)
 Build project pipeline with partners

* Implement proof-of-concept

* Report out (to stakeholders, regulators) for
adaptive and iterative process

« Multiple grants (awaiting awards) to fill the
proof-of-concept phase capital needs

Brandywine-Christina Healthy Water Fund




Thank you — Questions?

White Clay Creek from
Wedgewood Road Bridge

Brandywine-Christina Healthy r Fund
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