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This Report

This first Natural Capital Investment Plan (the plan) for Greater Manchester has been produced by eftec,
Environmental Finance and Countryscape, making recommendations for the Greater Manchester Combined
Authority (GMCA) and its partners to consider. It was commissioned by Oldham Council on behalf of Greater
Manchester Combined Authority (GMCA), but represents the views of the authors. This was funded by the
Natural Course EU LIFE Integrated Project.
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Whilst eftec has endeavoured to provide accurate and reliable information, eftec is reliant on the accuracy of
underlying data provided and those readily available in the public domain. eftec will not be responsible for any
loss or damage caused by relying on the content contained in this report.

More Information

The full plan and supporting evidence review are available at:
https://naturegreatermanchester.co.uk/project/greater-manchester-natural-capital-investment-plan/

For further information about the plan please contact:

Krista Patrick, Natural Capital Coordinator

Greater Manchester Combined Authority (GMCA)
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A Greater Manchester Natural Capital Investment Plan

The need to establish and implement a Natural Capital Investment Plan to mobilise
existing and new sources of funding was a priority outcome from the Greater
Manchester Mayor’s Green Summit in March 2018.

This priority arises from the current situation in which the management of natural
capital draws upon a relatively limited suite of business models and financing strategies,
including: public sector grants, public sector service provision, private developer
investment and through community-level action. These are both narrow in scope and
vulnerable to future changes to the financial and economic landscape.

The challenge of securing varied and sustained investment in natural capital is common
to all cities across the UK. The natural capital investment plan developed for Greater
Manchester is an innovative approach which can be replicated.

The Plan

The investment plan looks at the roles for different types of potential investors within
the wider picture of the social, economic and governance structure of the city region,
and of (local and national) environmental policies and regulations. The plan has three
key components:

1. A pipeline of potential project types which need investment;

2. Finance models to facilitate private sector investment and the role of public
sector, and

3. Recommendations to put the plan into practice over the next 5 years.

Identifying different finance sources and how they fit within this wider picture can
inform how the Combined Authority and other stakeholders can work more efficiently in
terms of funding and policy/governance effort. It can also inform the choices between
traditional environmental spending and regulation (which remain crucial to sustainable
management of natural capital) and innovative financing approaches.

Potential time-bound actions to deliver the investment plan are summarised in Figure 1.
The actions are broken down into three key areas: business plans, policy actions, and
governance systems. Who could take these actions, and their costs are considered in
Table 2 (at the end of this document). This supports the conclusions that the actions
recommended to take this natural capital investment plan forward do not place a
large and additional financial requirement on the public sector.
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Vision and objectives

The plan is designed to deliver the vision of:

“A Greater Manchester where investments in natural capital enhance the long-term
social, environmental, and economic health and wellbeing of its people and
businesses.”

The vision defines ‘Investment in natural capital’ as “Funding that is intended to provide
a return to the investor while also resulting in a positive impact on natural capital.”
Returns are defined predominantly, although not exclusively, in financial terms, and
always from the perspective of investors. There are different investor types, which are
shown in Figure 2 below.

Outside the public sector, investment in natural capital has traditionally drawn upon
philanthropic sources, shown to the left of the dotted line in Figure 2, with grants as the
main form of investment. This plan is looking to support investors and investments,
shown to the right of the dotted line in Figure 2, for whom some financial returns are
necessary, and which will often require some form of blended finance (a combination of
funds for risk sharing).

Figure 2: Types of potential investors in natural capital

==

Blended Finance

>
BUSINESS No ?\iﬁ:?;svse:f:el /"% Unproven business model / Robust business model /
MODEL generating activities : unpredictable cash flow revenue generating activities
>
FORM OF Grants . Equit Concessionary Commercial debt
INVESTMENT . quity debt and equity
< > . < > < >
Trusts & Foundations, ° Impact Investors, Institutional and
LEre s NGOs, Lottery Funds : aligned corporates Retail Investors
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The range of potential investor types shown in Figure 2 are described in Table 1 in terms
of their form, typical investment size, expectations, and readiness to invest.

Greater Manchester has a relatively well-developed evidence base on natural capital.
There are also many existing projects aiming to maintain and enhance the benefits
natural capital provides. Full details are provided in the baseline review report that
supports this plan. The baseline review identified the following key priorities and
opportunities which the investment plan can help achieve, several of which are linked:

a) Improved health outcomes, for both physical and mental health benefits of
exposure and access to the natural environment, addressing health inequalities;

b) Improving place, making the Greater Manchester region a more attractive place
to live and work, which, in turn, will play an important role in attracting inward
investment, skills and tourism. This also supports an uplift in property values;

c) Building resilience, principally addressing climate change and flood risks;

d) Supporting the local economy, through regeneration towards (b), and
improvement in capacity to supply environmental goods and services;

e) Conserving and enhancing habitat and wildlife, valued for its own sake and to
increase the resilience (c) and quality of ecosystem services supporting other
priorities (a) - (i). Funded via targeted investors, potentially for biodiversity net
gain from development;

f) Sustainable travel (e.g. walking and cycle routes where natural capital is
enhanced) which can contribute to (a) and (b);

g) Water quality and flood management (surface water and fluvial), which is
linked to (c) and (e), and mental health in (a);

h) Climate regulation including carbon storage and sequestration which support
mitigation, and urban cooling and building sheltering, which support (c), and

i) Air quality improvements, including through (f) and with links to (a).

The evidence base has been used to map existing projects and indicators of
opportunities in Greater Manchester.
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A pipeline of potential project types

The plan identifies a wide range of current project types and potential investment
opportunities that can contribute to the vision for Greater Manchester. It then assesses
the ‘investability’ of each in terms of: the size and predictability of revenue streams and
attractiveness to investors (reflecting risks and returns). While the assessment takes
account of the value generated for society, the focus is the returns (financial or other
impacts) to the investors.

Figure 3 shows the result of this assessment for a pipeline of potential project types.

High / predictable revenue streams

Currently
;:3::tibl e Outcomes payment models

for agri-business

Green Improvement District

for urban areas

Outcomes payment models

for water quality

Outcomes payment models

for flood mitigation

INVESTMENT

¢ OPPORTUNITIES ®
Investible Investible
in 1-3 years >3 years

Outcomes payment models

Green infrastructure models for physical and mental health

for social prescribing
Outcomes payment models

Community levies for for air quality

flood protection
Sustainable travel infrastructure

st e n (as a standalone project)

v

Low / uncertain revenue streams

The near term investment - L
- Priority focus
opportunities are those

that provide the greatest
opportunity to stack Medium priority focus
multiple revenue streams

and funding mechanisms. Low priority focus

Figure 3: Investability assessment of a pipeline of potential natural capital project types

The highest priority, most investable opportunities in the top left-hand quadrant of
Figure 3, provide higher returns and higher certainty, and investments in them could
start within three years. Those that deliver lower returns with more uncertainty will take
longer to be investable, and so are lower priorities for the investment plan. Drawing in
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investment (and providing financial and other returns to the investor) is not the solution
for financing all Greater Manchester's natural capital priorities.

Therefore, delivering some environmental priorities and outcomes will require
continued public and philanthropic funding (see Table 1).

Finance models

This plan aims to broaden the range of potential sources of investment in natural
capital. This is challenging because many different parts of society receive benefits from
natural assets without paying for them. However, there are ways in which revenues can
be generated, and mechanisms can be developed to attract a wider range of private
sector and alternative sources of investment. To move forward in developing these, this
plan identifies suitable areas of potential investment and which finance models could be
used.

Based on the priority project types in the pipeline, the plan also identifies potential
sources of investment and natural capital finance models. Finance models are
recommended for three investment opportunities on the basis that they:

¢ Are based on more advanced business cases than the other options, with greater revenue
generating capacity and near term investability;

¢ Have support from local stakeholders;

*  Offer best prospects to motivate a significant amount of third-party investmentin a
reasonable time-scale, and

¢ Can be progressed by actions that are largely within the powers of GMCA and its partners,
and in line with current policy commitments.

However, these priorities do not imply that other potential investment models should not

continue to be researched and developed, especially since this is a dynamic area of public
policy (e.g. due to reform to land use subsidies and regional infrastructure plans).

Place-Based Portfolio Models, could be created by leasing green and blue infrastructure
(or natural capital) assets to Trusts which could then exploit new revenue opportunities,
such as through prescribed health activities. They have an existing track record in the UK
(e.g. in Milton Keynes, and currently being implemented in Newcastle), and are potentially
suitable to Greater Manchester’s assets and priorities, but are not widely known amongst
stakeholders. There are several existing Trusts in Greater Manchester focused on specific
benefits, geographical areas or habitats which are possible vehicles for enacting this
model if they can provide adequate scale for delivery. A project is required to explore the
feasibility of new Green and Blue Spaces Trust structures and develop the business case
for it in Greater Manchester.

Executive Summary | January 2019
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Habitat and Carbon Banking sell credits from additional actions that increase
biodiversity or stored carbon to organisations who want to compensate for their
unavoidable impacts. A requirement for Biodiversity Net Gain (BNG) from land use
developments is proposed for Greater Manchester, which would give a regulatory driver
for habitat banking. Carbon credit markets remain voluntary, but carbon emissions
reduction has political backing by the City-region Mayor. These opportunities have a large
cross-over in delivery, so can (with careful regulation) be stacked as revenue sources for
projects. Banking can achieve greater returns than existing bilateral trading through
economies of scale, use of specialist skills and ex-ante delivery. The ecological and
planning rules to deliver BNG need to be co-developed with the requirements of the
finance model.

Sustainable Drainage Systems (SuDS) have an established revenue mechanism, through
a reduced water company drainage connection charge for developments. A special
purpose vehicle (SPV) could deploy appropriate capital at different project stages, allowing
SuDS to be deployed and the cash flows aggregated to enable investment to be scaled-up
as part of the Water Resilient Cities programme. An SPV can achieve greater returns than
existing bilateral transactions through specialist skills and overcoming knowledge gaps.
Standardised contracting for SuDS works and an extended contractual commitment to
the water company charging rates period could improve returns under this model.

The suggested key role for the public sector in the plan is to be an investment
commissioner, developing a supportive financial environment and business plans for
specific investment opportunities. This is as per its role in the potential Urban Innovative
Action (UIA) project for producing green infrastructure models (including for SuDS) that
are investment-ready. This focus on one key role for the public sector, ideally
established with separate accountability and governance arrangements, will avoid
diluting effort across many other potential roles and creating actual or perceived
conflicts of interest.

As part of this role, GMCA and partners would need to create an Investment Readiness
Fund (IRF)'. This fund is estimated to require a minimum of £1m from foundations,
corporates, Corporate Social Responsibility (CSR) budgets, High Net Worth Individuals
(HNWI), and philanthropists to provide specialist finance, legal and other skills to help
develop business plans for natural capital projects to improve their presentation to
investors. An example of a social IRF unlocked £18 in investment (from private
investment, institutional investors, banks, corporates and HNWIs) for every £1 spent by
government?, The proposed Greater Manchester Environment Fund (GMEF) could

" A potential Urban Innovative Action project, that could support this function, is at an advanced stage of development for
Greater Manchester, but is not yet agreed: https://www.uia-initiative.eu/en/news-events/discover-22-new-projects-3rd-
uia-call-proposals

2 https://www.sibgroup.org.uk/resources/in-pursuit-of-readiness
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provide a governance function for an IRF, such as the potential UIA project (for green
infrastructure models, including SuDS).

Several roles in the finance models can be carried out by the private sector (e.g. a
trading desk for carbon or biodiversity credits). Actual or perceived conflicts of interest
in the public sector can deter outside investment. To avoid this, the involvement of the
public sector (e.g. as land use planning authorities, ensuring verification of biodiversity
net gain takes place, purchasing of health outcomes) could be managed by separate
bodies with distinct accountability requirements and governance. It would be
useful to have oversight by GMCA to ensure there is feedback and the ability to
improve the investment models over time.

Actions

The plan outlines how finance models could be applied to three investment
opportunities which are considered the most advanced in terms of being able to
mobilise investment. Potential time-bound actions to deliver the investment plan are
described in Figure 4. Drivers to encourage and manage private sector involvement
need to be put in place or strengthened in the immediate term of up to 1 year. In the
short term (1 -2 years), business plans could be developed for investments, supported
by an IRF. In the medium term (3 - 5 years), delivery, monitoring and verification, and
feedbacks would need to take place, led by a suitably independent body.

The order in which milestones can be met depends on the context. For some, without
policy actions, there will be no or insufficient investment (e.g. habitat banking). For
others, where there are local / national policy incentives already in place, other actions
become more urgent. Implementing the roadmap is not a linear process. For example,
business plans may need to be drafted and adjusted to reflect developments in policy
and governance requirements.

The plan shows the organisations that can take the recommended actions, and the
estimated costs of such actions (see Table 2). This includes a range of actions by GMCA,
local authorities (some specifically by land use planning departments), and other
partners including the wider research community (e.g. Universities).

The majority of actions have low cost implications for the public sector (e.g. publication
of this plan, implementing policy actions), with some of these costs already covered by
existing project funding (e.g. the Natural Course Project). Significant costs relate to
specific actions, such as establishing an Investment Readiness Fund and financing Place-
based Trusts. However, external funding can be sought for these, such as through the
potential Urban Innovative Action fund. Therefore, the actions recommended to take
this natural capital investment plan forward do not place a large and additional
financial requirement on the public sector.

Executive Summary | January 2019




Greater Manchester Natural Capital Investment Plan

ue|d JuawilsaAu] jeaide) jeanien J33sayduepy Jarealn ayl aSeuew pue 1iels 03 SUOIIIe Jo auljPdwi] 7 3unSi4

saydeoidde
anoidwi pue yoieasal
woJ} Suluies| Jayieo

saniunioddo
JUSWISIAUI

3|eJS pue JAIIRP

01 spuny pa3a8.Je) asiey

auladid

ul saniunyioddo Joj
sue|d ssauisng dojanap
03 8uipuny ssauipeal
JUSWISAAUI Jayln4

R30S pue
SJ0ISdAUI 03 SUINI3J

AJLIBA pUB JOJIUOIA -

Aanjap

18loud a8eue iy

(s1edA g-€)

wlial wnipaln

‘6l

Bl

Ll

9l

Sl

s@ans Joj sporad uopanpad adieyd
J38U0| pue wW.Joj 1oeJiuod pasipJepuels dopasg g

‘lended jeanieu ul Juaunsaaul Ansnf
0) papaau suJnial aulap 03 J03I3S Yyeay u| e

:8'2 ‘auijadid ui sepiunyioddo
JOJ SJ31iieq 3WO0IJIN0 0} SIBPJOYXLIS YIM Udieasay {1

Aanljap pue dn-1eis 13afoid a8euey g

(s1paJd
AJISJIaAIpOIg 40 uogJed “3'3) SIUBLIISIAUI JUIYIP
UO SUIN3IaJ JO UOIIBIIIAA pue 3ulojiuow ysijgeis3 -zl

‘sue|d ssauisng Jo j1uawdojanap ayy adeuely 3

"24N39N.3s
2oueuJtanos arendoadde ayy Suliedaud pue sueid
ssaulsng SunlIM JO} 3JUBISISSE [edIuydal 3pIn0ld g

8uisiel puny 1no Auied pue snpadsoud ayeal) e
JPUN4 SSBUIPEIY JUBWISIAU| W04 ||

SEEYEMI]]
paudije YyIm yIAD 01 JOSIApe Juawisanul Juloddy Q|

(43IND "8'3) S3|DIYIA JUSWISIAUI JI1dds J1sayduey
Jaiealn 3|qissod Uo se yans ‘sajoJ J0323s dignd
J3430 Jo asodund pue sadioyd 2JUBUIRA0S WILUOD 6

SJUBLLISAAUI
3|geus Jo aALp 03 suaAl| fojod Juswsdw] g

(s1edA z-1)
wJa) Moys

19)Jeul JUSWIS3AUL [BI20S
ay1 wolj 3ujuies| meiq

saniunyoddo

sans Sunuawajdwil
pue Suilynuap!

0] saydeoudde youeasay

s1asse |eyded |einieu Jo
oljoj1iod e Jo pjoyasea] w31
-8uo| 3upyel |apow Isnu|

B UO }JNSUO0D pue U2ieasay

apew
90 UBD SJUBWISIAUI YdIYym
1suiede suejd ssauisng
dojaasp 01 Qwad [euded
[eJnjeu JapeoJq Sujuielal
INg spunj vin [enualod

uo 3uIp|ing ‘pun4 ssauipeay
juawiIsaAu| ugisag

(Quawaiinbau
ONg "§'3) JUaWiISaAUl SALIP
03 suonae Adijod 01 NWwWo)

s|apow a3ueuly d1y1dads Joy
213adde jusuwisanul ssasSY

ue|d JUaWISaAU|
lende? jeanieN ysiiqnd

(syauow ZT1-9)
wwm__quE_

Executive Summary | January 2019




Greater Manchester Natural Capital Investment Plan

1502 Jaurind pup sy VIND

[euJdIUl - MO :SIS0D)
S9d1|0d VOIND

S92104D 9dURUISAOS WJIUOD '6
pue ‘siana| L1jod Juswajdw] ‘g

:suonoe uonesedaud Juawisanu|

spunj pun Ajunuiwo> (112Uno) Y240asay |PIIOS pub JIUIOUOIT SaIpoq Y24pasal pup siauripd J10323s dijgnd
\ﬁ . . . . .
Ypa03521 SUIISIX3 / N.m.\ uOm.MM M\_\_ "§'3) sawwna8o.ad y240asal pup (12auUold (71 uonoe aas - uipuny
28151500 ubqun 4faq ‘8-3) sauawidojanap Suisixa yaJeasal |eulaixa Jo/pue Aiande y|n jenualod
(peoudde snosduwl 0] 122UU0) - papunf Ajjpulaixa Ajuiopy U3 wouy Suimelp) 0000 F S1eJ9poW :S1S0D yoJeasay
. "Jg1 :5150)

8 BUlLIES| JaLpeD 61 $ uonoy 1oddns 01 123(oud

SJ311Jeq SWO02J3A0 03 Y2Jeasay - 218353 - 193}JBW JUSWISSAU [BII0S WO} UleaT *
suJniaJ AJlaA pue JONUOI 91 Hieg H dvl 4y 3w JUsWISAAUL el } ulea L

YOWD YOWD
|euJda1ul - MOJ IS1S0D |euJdalul - MOJ IS1S0D
suonediunwuwo)
suoneJIuNWWO J3ylind ue|d ysiiand -1
:suonoe Sunsoddns
(s1eah g - €) (s1eakz - 1) (syuow z| - 9)
wnipsy yoys ajelpawiw

suonoy
SUONDSIUDSIO P3| SAIPUI S0/ :

aleasawil Aq suoide oiydads

S350 pajewiisa pue suonesiuesio pes| ‘uejd Jusawisanuj jeude) jeanieN ay3 Juswajdwi 03 suondy :Z 3qel

)
=
o
I
al
]
E]
c
o
>
<
]
£
£
B
a
o
2
=]
5
)
9]
X
w




Greater Manchester Natural Capital Investment Plan

Ainnoe yin [enualod Aq payioddns
9Q P|N0J - Y/ 10} 91LIIPOW :SISOD
spafoud 10} 21e19pOW :S1S0D)

WSEVVIETS)

Kianijap 129loud a8euey ‘G| pue dn-1eis 10aloid a8euen ‘€|
(q) L | uo 8uipjing ‘sa2.4nos (s@24nos
J0UI3IX2 O MaLIDA D puD HY] sidoayaue|iyd ‘Aianoe yin jenusiod

‘791 S1S0D | '8'9) S92JN0S |euIdIXd JO A1a1ieA B woly
+ W F 23S - 4/ 10} JULDIJIUSIS :S1S0D
auljadid 01 Suipunj ssaulpeal
JUSWIISAAUL JBYLINg */ | ‘sue|d ssauisnq
Jo 1uswdojanap sadeuew (q) pue
9oueISISSe [Bd1uydal sapiaoad () “ ||

‘(Jaauold unq.in pafag 4o ‘Muran vin [pruaod
Aq payioddns ag pjnod "§-a) sanipuadul 7 S1S02 SJaulind pup 10323S J1jqnd
8ulo8uo ‘Dg] 510D

JOSIApE JUSWISaAUl pausije uioddy 0L

Ainnoe yin jenusyod Aq paioddns aqg pjnoa

pue 133[o4d 954n0) [eunieN Suisixa wody uimelp
‘§'a - siapunf [puJaixa % siauliod 10323S 2ijqnd
[euded 3uisies ued

pue ‘dnias 01 000'08F - 000'0SF 21LJ9POW (SIS0

(Auaide vin [enuaiod sapnppul) 43| ay3 uiseq v

S1S02 Jaupiod pup v YIND
[eulalul - MOJ :S1S0D

suonoe Adjjod 03 ywwo) ‘¢

VOO
[euJaiul - MOJ :S1S0D

9119dde JuawlSaAUl JO JUBWISSISSY 7

(saeahg-¢) (saedhz-1)
winipay Moys

SUONDSIUDSIO P3| SAVIPUI S0/

(syauow z| - 9)
djeipawiwi|

aleasawil Aq suonde cidads

(441
pun4 ssauipeay
JUBWIS3AU|

suonoy

o
o
I
>
z
©
>
c
I
=
]
£
£
S
a
o
>
5
5
o
9]
X
]




Greater Manchester Natural Capital Investment Plan
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For further information contact:

Krista Patrick

Natural Capital Coordinator

GM Environment Team

Greater Manchester Combined Authority (GMCA)

Email:  krista.patrick@greatermanchester-ca.gov.uk
Mobile: 07973874778




