ENVIRONENT /N [
INVESTMENT ECORYS _ challenges
IIzllij‘:\\lDDlNESS k=4 today

Evaluation of the
Natural Environment
Investment Readiness

Fund (NEIRF)

Final report (Rounds 1 & 2)

November 2024

The Natural Environment Investment Readiness Fund (NEIRF) is
a government funded grant programme aiming to support the
growth of nature markets to contribute to the outcomes in the
Environmental Improvement Plan and Environment Act. Its aim is
to increase the number of financing options for natural environment
projects by stimulating a pipeline of scalable and replicable
projects that protect and enhance the natural environment, while
generating revenue from ecosystem services in order to attract
and repay investment. The first 2 rounds ran over 3 years.
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Collected evidence shows grant spending secured good Value for Money, and focussed on the activities illustrated
against the GFI Investment Readiness Toolkit (below) @, with percentages showing levels of activity completion.

Model ital cost: heads, management, maintenan Determine investment
odel capital costs, overheads, management, maintenance needed; identify

nd monitoring, an velop relevant contr: P
and monitoring, and develop relevant contracts potential investors;

develop engagement
strategies and

73% materials; agree terms
@ of investment; sign
contracts

Stakeholder engagement, obtain
financial and legal advice, project

management, risk management,
@ setting up governance structures Developing
arevenue-
generating
model
4@5 44%

Identifying
and working
with investors

Engage sellers/
landowners;
agree principles
of sale; putin
place agreements;
competitor
research

Identify revenue-generating opportunities; develop
business plans, financial models and an investment
case; draft legal documents; deliver pilots

Collect baseline data, develop metrics, set out

Literature reviews, compliance approaches, draft/sign legal documents

ecological surveys
and maps to select
the most viable

ESs for pilot sites Engage buyers, assess their expectations/requirements, reach formal agreements

Projects which received funding: A key aim of NEIRF is to stimulate private investment into nature markets.
This chart under-reports funding and investment received at the time of reporting as not all projects chose to
disclose the value and/or source of funding/investment they had received. However it shows that even early
data demonstrates that NEIRF is good Value for Money.

‘ Private companies

4

£1,800,000

Charities/donations =

National/local government

Unspecified grant Number

of projects and
value of funding/
investment

Unspecified

Project partners/estate :
il v Total raised

£9,451,000
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https://hive.greenfinanceinstitute.com/gfihive/toolkit/

Enablers and lessons learnt

Itivate’experimentation

89% agreed/strongly agreed
that NEIRF had led to delivery
of innovative intervention).

Support and guidance from
Defra, EA, and NE (96%
agreed or strongly agreed
they had sufficient support).

Funding for consultants
and expert support enabled
environmental surveys,
financial modelling, legal
advice and stakeholder
engagement strategies.

Growing expertise in nature
markets - 29.15 full-time
equivalent (FTE) jobs were
created across 28 projects,
with 24 FTE expected to
continue after NEIRF funding.
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e two most critical starting points

R o >
tifying relevant ecosystem services and
ing revenue-generating models. After

| that, it is key to secure buyers - sellers usually
-~ want assurances of demand before they

consider selling.

Itis important to match the ambition of the
plans with the timescales available; as this is a
new and innovative market it can take time for
plans to be achieved, particularly in areas with
less-established codes and markets.

It is necessary for there to be a good level of
policy certainty to support long-term business
planning. Be aware of emerging policies,
especially how multiple policies interact.

It is easier to define KPIs between sellers and
buyers when using existing codes and regulation
(woodland carbon and BNG). There is a need
for standardisation in contracts and KPls.

It isn't always necessary to raise private
investment to fund natural capital projects - it
may be be possible to fund via reserves, grants
and/or advance buyers (26% hadn't been able
to secure investment or concluded it was
unnecessary).

Be prepared to change project focus as you
gather more understanding of the viability of
different nature markets for your context.

oring natural capital markets are Bl g
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Natural Flood Management (NFM)/water

Created a new home
insurance brokerage service
to reinvest 80% of profits into
nature-based solutions (NbS),
ensuring funds to the nearest
catchment-based project to
the postcode of the home

. Bundled verified
i woodland carbon
units with other
services (e.g. flood
Case study- " mitigation) to sell to
Swinton’Estate ¢ |ocal business. e
Casé'study

Developed a partnership
between public, private (water
s company) and 3rd sector
5. ¥ stakeholders to leverage
R private finance for NbS at
landscape-scale - including
nitrogen and phosphate

Wendlin Beck  removal from water and NFM. purchasing the insurance. Hil St°l?e W‘?Od - @
ﬁ\m o ..An‘

! Developed a decision-making
and monitoring tool using Rapid
Assessment of Wetland Ecosystem
Services (RAWES), a scorecard
method to select ecosystem services AR
, and co-ordinate investment across aws
catchments.

Established place-
based catchment
scale Special Purpose
Vehicles (SPVs) to
attract investment
into projects to
increase nature I
developing reception
habitats and NFM.

Intervention
and long-term arevenue-
upkeep generating

@ model @

Governance Identifying
and delivery and working

Activities and case studies e with investors

Developing

“r
Case study
Doubling Nature

Learning \

Identifying
ecosystem
services

Valuing ecosystem services can
be challenging, and benefits (and
8 “ e income-generation potential) takes

t>8 8A8 time to mature.

Identifying and Identifying and
working with working with
sellers buyers

Obtain buy-in from
Local Authorities by
engaging them early.

Develop and test financial models
beyond the sale of environmental

Catchment

partnerships allow
to focus on whole-
area ecosystems
to maximise NbS

Ensure that projects/
interventions are led
by the needs of the

Develop formal
partnership
agreements early.

services in the form of units.

catchment and the
local environmental
threats/opportunities,
to achieve optimal
outcomes. This also
provides confidence
to buyers.
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outcomes.

In NFM the link between
the ES and buyers (water
companies) is fairly clear.

Actions related to NFM outcomes
can overlap with other ecosystem
services (ESs), making them
suitable for stacking.

Employ good
monitoring and data

management practices.



https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/Swinton-Estate.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/Hill-Stone-Wood.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2024/01/16063_NEIRFcasestudy-NorfolkWildlifeTrust.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/Hill-Stone-Wood.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2024/01/16062_NEIRFcasestudy-MerseyForest-1.pdf
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‘Case étudy

Farmingand.,

Established minimum
standards for investing in
high-quality soil carbon,
allowing for carbon to be
measured, monitored,
reported and verified

Y. | transparently, robustly

St and consistently.

Developed a business model to

use Short Rotation Coppice (SRC)
willow on peat soils with a high
water table. The willow will be
burnt without oxygen (pyrolysis)

to create bioenergy and biochar.
The bioenergy will be used for
Controlled Environment Agriculture

Developed business case for
'multi-functional’ forestry to
offset the cost of woodland
creation by selling carbon
units bundled with other ESs,
and offering sponsorship of
woodland creation alongside
timber production.

Set up the UK's

first Environmental
Impact Bond focused
on regenerative
agriculture, channelling
impact investment

to farms adopting
regenerative practises.

Casggls%udy

Hadriah Bond
5

& (CEA), a technology-based
approach to create optimal growing
conditions for food production to
offset the farmland being used to
grow crops for pyrolysis.

Developed a model
to identify land
with the greatest
potential for carbon an
sequestration to [N
pilot woodland Intervention
@ Case study creation for carbon and long-term arevenue-
Carbon Bank capture. upkeep generating

@ model @

Governance Identifying
and delivery and working

Activities and case studies e with investors

Learning s ,ﬂ,

Identifying KPIs between
ecosystem sellers and
services buyers Defining KPIs is easier when using existing codes

e . A 8 (e.g. woodland carbon).
Significant upfront time and > 8}'5\8

resources are needed for
surveying and site selection.

Created an investment
model using a
Community Municipal
Investment Bond to
channel investment

to small farms and
landowners wanting
to convert agricultural
land to woodland.

Developing

Clyst Bond

Identifying and Identifying and
working with working with
sellers buyers

Companies whose work aligns with the code’s
business model seem more likely to be future
buyers, e.g. offshore wind companies buying

Awareness raising with farmers is needed on the potential .
saltmarsh carbon units.

benefits and revenue generating potential of tree planting.
Adapting the kinds of canopy cover proposed on farmland

can help overcome resistance from farmers. Knowledge of existing codes is crucial

Smallholders are often loss-making in farming
enterprises and have an environmental ethos,

Farmers and landowners should be
at the heart of project design. Clearly
communicate the risk and rewards.
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therefore they are well-paced to create woodland.



https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/FWAG-SW.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/The-Carbon-Bank.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2024/01/16065_NEIRFcasestudy-TheLapwingEstate.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/Swinton-Estate.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/Hadrian-Bond.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/Crystal-Clear-Clyst-Bond-NEIRF-case-study.pdf
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Biodiversity Net Gain (BNG)

Developed a subsidiary Natural Capital Developed financing

Investment Company (NCIC) to sell ) models based on BNG

biodiversity units to developers using "4 (and carbon) income, to

land and habitat banking approaches. In ‘equalisation cells’, generate investment to sl

the future, the NCIC could create habitat where proportion - restore lowland peatland. Case,,study
o~ 1 4 bank Special Purpose Vehicles (SPVs) to of each BNG & ~ Wildlife Trust Habitat

Surrey Wildlife Trust | aggregate environmental projects. other ESs sales Banking Model

is shared across
members.

Developed farmer

: Case study
"/Green Avon Valley

» Developed a new Habitat
Banking Investment
Model to deliver BNG at Developed a
scale across different AR dedicated Fund
B e habitats, e.g. grassland, AR to channel private
: (;ases,tudy”__ ; “.. wetland and woodland. Intervention Developin investment into
Wildlife Trust Habitat > nd Iong-term a reve:ue-g environmental
Banking Model upkeep generating restoration.

@ model @

Governance Identifying
and delivery and working

Activities and case studies e with investors

Learning \ ,Eﬂ,

Identifying KPIs between
ecosystem sellers and
services buyers
fe —
As nature markets are constantly >Q 8¢8 Low |ntervent|cfn
evolving, a detailed scoping phase Identifying and Identifying and nature ristoratlon
including iteration and stress- working with working with approaches can

testing approaches is critical. sellers buyers lower de'“_’efY
costs and improve

commercial viability.

NCICs can aggregate To attract investment
e e e e multiple projects, which and/or patient loans,

. . i t efficiency, aggregating smaller
P : units, including upfront sales. improves cos .
helps to mitigate the risk from . gup Defining KPIs is easier in is more attractive to investment opportunities

nascent markets such as BNG. BNG than other ESs due investors, and spreads allows to meet investors’

to existing codes. the risk of each project. minimum ticket sizes
and connect supply and
demand.

Consider the pros and cons of

Using a land banking approach

Developing in-house capacity
when setting up a NCIC can

have long-term benefits.
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https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/NCIC.pdf
https://hive.greenfinanceinstitute.com/wp-content/uploads/2023/11/WTHBIM.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2023/11/WTHBIM.pdf
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2024/01/16061_NEIRFcasestudy-LancashireWildlifeTrust.pdf
https://www.environmentalfarmersgroup.co.uk/new-environmental-farmers-group-sets-out-its-bold-ambitions/
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