CO

NAIAD

Financial sustainability of
watershed conservation
schemes: Lessons from LAC

\ltamirano

Private Partnerships




What drives investments in watershed conservation?

dClimate change = externalities visible

* Frequency of El Nifio events/ droughts & floods
= Externalities visible

= Awareness: Nature/Water —real license to operate
1 Companies and citizens: willing to pay — good governance is key!

 Key ingredients: The role of the government in setting up the institutional and requlatory
framework & safequards

= Transparency in collection
= Use forintended goals
= (lear scientific base

= Rigorous hydrologic monitoring = communicate & improve outcomes
= Models 2> understand the vulnerabilities under CC

= Accountability at all levels DEltGres
O Financial & Institutional sustainability o Dt e 7"
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Financial instruments for watershed conservation

JPES /| PWS
=  Water Funds: private versus public payment schemes
= Ecuador & Peru

JWater stewardship : Brazil
JIMicro-Finance for EBA: Colombia
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Water Stewardship in Rio Doce- Brazil

W The Rio Doce Basin é_n-f e -
= South East of Brazil, 83,000 km? c;f: _____ WG oy
= Home to the largest steal making complexin LAC § zzo;‘:\"i"““” ; e
O Governance of the basin: iBio (www.ibio.org.br) o e S
= |BIO -Basin Executive Agency, technical support to 11 Water Committees 3 \ﬁ
= 2 divisions i A
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= Green Infra Service providers: Instituto Terra

INSTITUTO TERRA
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http://www.ibio.org.br/

RPPN Fazenda Bulcao - 2013




Financial reparation and
compensation

. . . . R$ 3, R$
Water Stewardship in Rio Doce- Brazil * = -

Helping companies mitigate (future) water risks S
= Vulnerability model
" |n 2016 — 26 million BRL — 8 million USD 113
 Private sector investments in the Basin recoverd
= Biomass producers — eucalyptus: rainfall patterns, where to locate? tributaries

= San Marco (mining company): 24 million USD in reforestation —minimum flows

15 to 20 years T

= Hydropower companies: sediment management —lengthen reservoirs life tlely

EI Key - th};cciiis s profgs:zi(()mals

= Transparent and scientific based management of iBio: ANA maximum R | —"
evaluation, local and federal recognition

= Accountability atalllevels: are granted the right to'serve as RB each 5years— 511
request by all RBC springs 4

yoars

1 Renova Foundation & Bento Rodriguez dam disaster

R$ 500
millions
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TNC Water Funds Watef_FJ

n

(] TNC created 30 water funds around the world

[ Lessons learned:

= Attractive vehicle for pooling an deploying collective investments in ”
watersheds...still...

= Not yet fully implementation at watershed level

= Greater diversity and surety of cash flows

= So that—> frontloading investments
(securitization cash flows)
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Water Fund Quito

J Water fund Quito: FONAG}

.......

Launched in January 2000, with USD 21,000 in public & private funding
Endowment of USD 12 million

Invest approx USD 3 million/year—> condor bioreserve & surrounding
farmlands

Reforestation, forest protection, cover crops and change in agricultural
practices

Since 2006 — 2% water bills Quito




Peruvian experience with Water Funds

First country in LAC to collect funds for watershed protection

O Important sequence

= First a number of local pilots: TNC trust funds & local experiments collecting 1% of water
tariffs (e.g. Taropoto)

* People need to see the effect of green infra and develop trust in governance
arrangement

1 Public Payment scheme introduced in 2016:
= Collect additional 1% ofawater bills (nationally)
Lima=.10 milliorSotes =USD 3 million/year

diCheECh e Eadddlifbte events - neighbors:
ITAEEN [ale AUl oToTel g =X [IIMYe] re cent floods catastrophic impacts
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Peru Case

: SEDAPAL ©
TNC 5":"7: TNC Study: N AN 2015-2020 Tariffs defined, SEDAPAL V,Iﬁﬁ;"?é’s“
DG"" on Shafin:s"anf:‘! L ensuring SEDAPAL administers projects
Estimation of Results with SEDAPAL for operation costs,
Water Values Stakeholders prepares & infrastructure maintenance, SEDAPAL

presents its and debt costs collects

Optimized + funds

AQUAFONDO: Master Plan to Funding for Watershed

Preparation of SUNASS conservation & disaster risk

management and cdimate
change adaptation

* Aninvestment —not a finance challenge

* Challenge =» find a suitable and efficient vehicle to invest the earmarked resources in
projects that maximize the return in terms of hydrological services
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Microfinance for
Ecosystem Based
Adaptation

* Pilot phase: Colombia and
Peru

« UNEP-ROLAC
e Upscaling— Climate Funds

* Objectives:
e Resilience vulnerable rural
communities
e Sustainability ES

e Support introduction of
specific (micro) financial
products

Challenge: collective
investments

Microfinance and Ecosystem-based Adaptation

Better agricultural practices
Sustainable use of resources
Resilient economic activities

Climate change puts
pressure on ecosystems
and productive practices

llllll
llllll

- Awareness-raising and training

Risk transfer Technical assistance

Microfinancing has
the potential to
catalyze the adaptation to

Multiple small-scale

Physical and information positive actions resultin

clirl_iate change of small Infrastciine S large-scale positive change
agricultural producers Legal and regulatory framework MBSSSSSE] o501y and demand
Refinancing Senarcer: Devarloped By the duthors.
| — —

w Organic fertilizers 513
“ Enabling Delta Life 7.
Natural shade 2 ‘

Conservation agriculture 28 N B I A D




The way forward

D_-IIWO sides of the same coin: Good governance =
rust

" SAVE FORESTS

" (-) Transaction Costs = Better Cash flow Profiles #4 =
= (+) Revenue Streams = Bankable projects m
= (-) Risk Perception . -
O Success factors -~ o
= Key: alignment of incentives —FfP implementation
arrangements 00000

= Rigorous hydrologic monitoring & scientifically backed
system understanding

- Robust investment pathways

J ICT Mobile Tech & Fintech = governance
constraints

O (+) implementation arrangements
O Trust & transparency - environmental offsets Deltares

Q) FinTech4Good 4 4

BLOCKCHAIN
Incubation | Acceleration | Investment -I SRR R R e R N -H- I“H- D
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(before head of Strategic Planning, iBio)
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NAIAD project coordinator, Director Icatalist
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Thank you for your attention. For any
questions, you can contact:

Monica A. Altamirano, PhD
Specialist in Public-Private Partnerships and Climate Financ
Deltares, Department of Water Resources and Delta Ma
Email: monica.altamirano@deltares.nl
Tel: +31 (0) 61 222 86 85

Twitter: @altamiranoCAFF
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