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North Fork, Feather River 1890-1993
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Forest Restoration as a Solution
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Left: Stanislaus-Tuolumne Experimental Forest (Stanislaus National Forest)

Right: Glaze Forest Restoration Project (Deschutes National Forest)

RESILIENCE

BOND

Page 5



Shared Resources

ENVIRONMENTAL BENEFITS

Wildfire Severity

Reduced risk of severe wildfire benefits forest
ecosystems, habitat, and species

Carbon Emissions

Avoided carbon emissions maintains air quality and
protects against climate change

ENVIRONMENTAL BENEFITS

Water Security

Protected water quality, avoided sedimentation, and
increased water quantity help improve water security

Watershed Resilience

Resilience to drought, invasive species, and
infestations makes watersheds more productive

SOCIAL BENEFITS

Community Resilience

Job creation and protected
homes, lives, and livelihoods
make rural communities
more resilient

Shared Resources

Preservation of recreational,
historical, and cultural
resources ensures national
forests can be enjoyed by all
for generations




USFS: Rising Cost of Fire Suppression

US Forest Vicious cycle in which USFS is forced to pay for today’s fires out of
Service the funds designed to prevent tomorrow’s

16% M d

l‘l‘ y

FISCALYEAR FISCALYEAR FISC%EAR
1995 2015 2025
2021

Source: The Rising Cost of Wildfire Operations, USDA Forest Service FOREST
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The Forest Resilience Bond
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Goals of the Forest Resilience Bond

Provide Accelerate
resources to pace and

support scale of
collaboration restoration

Support
public land
management

SOCIAL ENVIRONMENTAL FINANCIAL
* Rural job creation & * Reduced fire severity * Value for beneficiaries
community development * Protected water resources * Taxpayer and ratepayer
 Community resilience e Carbon storage savings
* Protected lives & homes * Protected habitat * Investor returns

FOREST
RESILIENCE
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The Forest Resilience Bond Ecosystem
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Beneficiaries

USFS
Utilities
State Governments
Private Land Owners
Private Companies

Project Partners
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U.S. Endowment
for Forestry and Communities

Research Partners

natural
capital

Stanford
Water in the West

PROJECT

Grant & In-Kind Funders
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Opportunity for Private Capital

Highest Priority

S3.1 billion Projects:
$11B

$424 Total Market for
million Restoration3:
I oo
USFS 2017 Undeployed
Restoration Capital for
Budget?! Conservation?

Advantages of Private Capital

Infusion of . . Project Ex-post
. Cost sharing Larger projects
capital catalyst payments
FOREST
1. (540 million for CFLRP and $384.1 million for hazardous fuel reduction) RESIL'ENCE
2. ($3.1 billion of investor capital undeployed at end of 2015) Bo N D

3. (58 million acres at “high or very high risk of severe fire” @ $1,000/acre)



Connecting Investor Capital to Conservation

Forest Resilience Bond

Evaluation Innovative Financial Investor

Ecosystem

of Benefits Contracts Vehicle Capital

Services

°00 B ol

Fire, water, Quantifies Monetizes Converts Immense,
and hydro benefits multi- contractual untapped
benefits accruing to faceted payments resource to
valuable to multiple benefits as into investor finance
stakeholders stakeholders payments returns conservation
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How the FRB Works
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Metrics of Success \
Are Determined \

Beneficiaries Identify a Project \
In Need of Funding ;

Investors Provide
Upfront Capital

Beneficiaries Sign Contracts

’ Implementation Partners
. Carry Out Restoration

- -

Beneficiaries
Make Payments

Independent Evaluators
Measure Success

Investors Are Repaid



The Yuba Project, Tahoe NF
-1
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Yuba Project Overview

Location

Project type

Size

Land ownership
Status

Total project cost
Expected impacts

Payors

Northern CA - North Yuba River Watershed, Tahoe National Forest

Primarily fuels reduction with some meadow restoration, invasive
species management, and aspen regeneration

7,114 acres of restoration to protect 15,000 acre area

Public — USFS

Closed on 11/1/2018. Restoration work planned for 2018 — 2022

S4.6 million (S4.0 million financed by FRB)
Wildfire risk reduction, increased water quantity, protected water
quality, avoided sedimentation, protected habitat and ecosystems

CA State (CAL FIRE and SNC grants) and Yuba Water Agency. USFS
providing in-kind support

@ FOREST
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Yuba Project — A Pilot For The North Yuba
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Yuba Pilot Restoration Project

Project Proposal

|:| Aspen Work

I: Invasive Treatment
| Meadow Restoration

- Powerline Haz Tree/\Veg Removal

|:| Prescribed Burn
[ Thinning %
LR N L] 2

P

[

o~

P
>

Treatment (Partial List) Acres

Aspen Work

Invasive Plant
Treatments

Meadow Restoration

Powerline Hazard
Tree/Veg Removal

Prescribed Burn

Thinning

Total Treatment
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North Yuba Wildfire Risk
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Flow of Funds

Investors

Loan
Agreements

Legend: I
: Green = cash flows !

US Forest Service

Yuba Water , FRB Yuba
Agency »  Project | LLC
Service
Contract
Loan
Agreements
_ .
National Forest
CA State \
) Foundation
Grant Stewardship
Agreement Agreement
Page 19
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Role of the Implementation Partner

FRB Yuba

Project 1 LLC

Loan
Agreement

y

National
Forest
Foundation

|
|
: Green = cash flows |
Orange = contracts |

G Implementation Partner

Third-party implementation partner
ensures proper governance by
creating firewall between investors
and restoration activities

a Financial Intermediary

Use of financial intermediary
facilitates payments from USFS and
state to the FRB
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Sources of Repayment

Utility . State/Fed
Contract Contribution

Principal + Interest =
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Project Investors
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Co-Founder and Managing Partner
zach@blueforestconservation.com




