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Legislative Progress Report: 
ESHB 2541 (2010) 

Summary 

The purpose of this report is to brief the Washington State Legislature and other interested 
parties on the Washington State Department of Natural Resources’ (DNRs’) progress in 
responding to legislative direction contained in Engrossed Substitute House Bill 2541 
enacted by the 2010 Legislature.  That legislation directed DNR to explore and make 
recommendations to the legislature and others regarding conservation incentives for private 
forest landowners in Washington, with a particular emphasis on “ecosystem services” 
markets.  The department has engaged in a variety of responsive activities during 2010 and 
2011, with a broad array of interested stakeholders and governmental entities.  There exists 
great interest in the state and region in both the concept of ecosystem service markets or 
payment systems, and prospects for making such systems a reality in Washington State.  
Accordingly, Commissioner of Public Lands Peter Goldmark has proposed a demonstration 
project for market-based or other payments for watershed services in 2012.  A great deal of 
collaborative work has already occurred to lay the foundations for that outcome.  Such a 
demonstration is intended to provide a much-needed contribution to development of 
functioning ecosystem service markets on a broader scale by providing real transaction 
evidence and other key lessons.  Widespread support has been expressed for making this 
demonstration project successful.  This progress report begins by providing legislative 
background and a problem statement, summarizes the department’s preliminary work with 
stakeholders in 2010, describes Commissioner Goldmark’s demonstration project, reviews 
in detail the activities undertaken in 2011 in pursuit of the project, outlines project activities 
anticipated for 2012, and suggests potential opportunities for legislative involvement and 
guidance. 

 

Legislative Background 

In its regular 2010 session, the Washington State Legislature unanimously passed Engrossed 
Substitute House Bill 2541, relating to providing financial incentives to forest landowners 
and the forest products industry so as to recognize the value of specific ecosystem services 
provided by ecological processes related to commercial forest lands.  The emphasis of the 
bill was on helping forest landowners access more diversified sources of revenue, including 
from emerging ecosystem service markets.  Ecosystem services are defined in the bill 
(through an amendment to the definitions section of the State Forest Practices Act, RCW 
76.09), as “the benefits that the public enjoys as a result of natural processes and biological 
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diversity.”  This bill indicates that commercial forest landowners may generate ecosystem 
services: 1) as an additional and distinct outcome associated with the protection of public 
resources (water, fish and wildlife, and public capital improvements) required by Forest 
Practices rules; 2) by landowner practices that go beyond requirements of the rules; or 3) by 
landowners foregoing opportunities to convert forest land out of forest use.  The bill defines 
ecosystem services markets as “a system in which providers of ecosystem services can 
access financing or market capital to protect, restore, and maintain ecological values, 
including the full spectrum of regulatory, quasi-regulatory, and voluntary markets 
[indicating the degree to which market demand

ESHB 2541 is largely an aspirational statement of legislative policy intent, accomplished, 
for example, by adding a reference to ecosystem service markets in an amendment to the 
intent section of the Forest Practices Act, RCW 76.09.010.  However, Section 5 of the 
legislation also directs DNR to develop proposals for “landowner conservation incentives 
that support landowners maintaining their land in forestry.”  The incentives the department 
may propose should include but need not be limited to ecosystem services markets.  The 
legislation provides direction for the department to consult with various entities, seek 
available funding, and report to the Governor, the legislature, the Commissioner of Public 
Lands, and the Forest Practices Board by December 31, 2011.  No funding was provided for 
the department’s work under this section, and the section gave the department discretion to 
comply with the legislation’s direction “only to the degree that existing or acquired non-state 
resources permit.”   

 is driven by regulatory requirements on the 
‘buyers’].” 

The department is submitting this report at this time as a progress report to the legislature, 
with the intention of working during 2012 to complete a demonstration project including 
real watershed services market transactions involving private forest landowners.  By 
December 31, 2012, the department will then submit a final set of proposals as directed by 
ESHB 2541, Section 5, describing the results of the demonstration project and making 
recommendations for legislative action. 
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Problem Statement 

Washington State, like many other areas, has seen broad efforts to retain the multiple 
economic and environmental benefits of working forests and conservation forests in the face 
of countervailing market incentives to convert forest land to development and other non-
forest uses.  Washington State is focusing on the role of landowner incentives, including 
financial incentives for maintaining forest land ownership.  Incentives have a role alongside 
other policy options, including forest practice regulations, land use planning and zoning, and 
public or non-profit fee or less-than-fee ownership of forests. 

ESHB 2541 mentions a range of incentives, including tax incentives, easements, technical 
assistance, and recognition or certification.  However, the primary emphasis of the 
legislation is on financial incentives arising from ecosystem services markets or market-like 
arrangements, in which forest landowner-sellers engage in or maintain land management 
practices that provide ecological conditions that are beneficial in specific ways that induce 
other entities (“buyers”) to provide financial incentives to the landowners to ensure the 
ecological “services” are provided or maintained.  Other entities may be public or private, 
and may be driven by public policy objectives, regulatory obligations, or desire for a 
“green” public image.  Payments may be through actual market mechanisms, or may more 
resemble public or private direct payments to landowners, typically called “payment for 
ecosystem services” or PES.  The specific ecosystem services most often discussed include 
carbon storage in forests, biodiversity, and a range of watershed services important to water 
quality and/or quantity, including delivery of safe drinking water.  Market-like mechanisms 
are attractive in part because they have the potential to be replicated in ways that adapt to the 
specifics of diverse local circumstances.  The concept of ecosystem service markets attempts 
to draw a careful distinction between the ecological outcomes required of landowners under 

Intact watersheds provide services that can reduce the need for costly water-related infrastructure. 
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regulatory laws to prevent harm and the ecological outcomes beyond regulatory 
requirements that public or private parties may wish to achieve. 

There is currently a broad nationwide and regional dialogue about the potential for 
ecosystem services markets or PES arrangements to provide significant incentives for forest 
and agriculture land retention, and the potential institutional structures and mechanisms for 
such markets.  Questions include: 

 The role of these market or market-like arrangements alongside other policy 
options or private sector mechanisms aimed at similar goals;  

 What specific land management practices and resulting services are the target for 
incentives; 

 Who the buyers are and why they would value the ecosystem services; 
 How to measure and monitor the provision of services against appropriate 

benchmarks; 
 What the governmental and regulatory context is for such markets; 
 Whether feasible market prices may exist to link sellers with buyers; 
 How to secure the value of the services to the buyers over time; and  
 Fundamentally, whether or not the scale of ecosystem services that might result 

from feasible market transactions could reach the point of making a difference in 
conserving working forest landownership and providing the desired conservation 
outcomes. 

 

2010 Implementation of ESHB 2541 – Forest Carbon 
Workgroup 
 
The approach DNR initially took in 2010 to the legislative direction in ESHB 2541 was to 
join with the Department of Ecology under Governor Gregoire’s Executive Order 09-05 to 
reconvene the multi-stakeholder Forest Carbon Workgroup to continue to explore 
opportunities for forest landowners to participate in carbon offset market regimes and other 
incentive-based programs.  That workgroup had previously met in 2008 and produced a 
series of consensus preliminary recommendations to the Washington legislature regarding 
participation of Washington forest landowners in forest carbon offset markets as a feature of 
federal, state, or regional greenhouse gas “cap and trade” programs. Such regulatory 
programs typically provide an opportunity for regulated entities to reduce their emissions 
directly, pay other regulated entities for cheaper reductions by those entities (“trade”), or 
purchase “offsets” from entities outside the regulatory umbrella that take action, such as 
increasing carbon storage in forests, resulting in the same atmospheric effect as direct 
emission reductions.   

The workgroup included representatives from large and small forest landowners and 
manufacturers, environmental organizations and land trusts, and state, tribal, and local 
government.  Given the lack of Congressional action on cap-and-trade legislation, the 2010 
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session of this workgroup aimed more broadly at carbon offset market opportunities, 
particularly created by cap-and-trade laws in California, and other ecosystem service market 
opportunities and other incentives for Washington forest landowners.  That work resulted in 
a December 2010 report to Commissioner of Public Lands Peter Goldmark and Department 
of Ecology Director Ted Sturdevant that included general recommendations for DNR’s 
exploration of ecosystem service market opportunities pursuant to ESHB 2541.  The report 
(“2010 Forest Carbon Workgroup, Final Report”) can be found at 
http://www.ecy.wa.gov/pubs/1110006.pdf .  Based on information about the level of 
payment needed by forest landowners to engage in practices generating ecosystem services, 
the workgroup recommended a pilot PES project be developed and implemented in which a 
reverse auction (similar to issuance of a “request for proposals” and submission of lowest-
cost bids) would be carried out in a defined geographic area, with landowners responding to 
advertising as participants, and with a suitable amount of funding available. The pilot project 
would be intended to test the feasibility of various aspects of the PES system, including the 
minimum levels of ecosystem services offered and awarded payments. Based on the results 
of the pilot project, further design of the PES system could be undertaken.  

The 2010 Forest Carbon Workgroup did not provide consensus recommendations on forest 
carbon offset market opportunities, leaving this as essentially “unfinished business.” 

Regarding DNR’s further work to implement legislative direction in ESHB 2541, the 
workgroup recommended that: 
 

 DNR lead a properly scoped, adequately funded, and realistic collaborative 
discussion of landowner conservation incentives;   

 DNR approach further ESHB 2541 work with formal sponsorship, leadership by 
entities with authority, professional facilitation, and sustained face-to-face 
participation;  

 DNR consider narrowing the scope of discussions in a manner that would be 
attractive to all participants to ensure the greatest possible progress in 2011;  

 A comprehensive agreement on a conservation incentives program, as envisioned 
by ESHB 2541, would entail a multi-year effort, with important milestones 
achieved by the December 2011 deadline;  

 The work pursuant to ESHB 2541 be undertaken with more explicit commitment 
and leadership by governmental and non-governmental policy-makers, and 
perhaps more technical resources; and   

 Federal, state, private, and non-governmental organization funds be sought as 
needed to provide for facilitation and technical support. 

 

http://www.ecy.wa.gov/pubs/1110006.pdf�
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A key finding that emerged during and after that stakeholder work was that a limiting factor 
in discussions of ecosystem market possibilities was the absence of actual transaction 
evidence related to private forest land, in our region if not the country.  This gap keeps 
discussions of the potential market value of various practices at a compelling but 
hypothetical level, and does not encourage interested parties to move outside of established 
positions.  Another key finding was that watershed services markets and biodiversity 
markets might have more potential at this time than forest carbon offset markets1

Commissioner of Public Lands’ Demonstration Initiative 
on Forest Watershed Service Markets 

. 

In March, 2011 Commissioner Goldmark, in response to the direction in ESHB 2541 and the 
recommendations and insights of stakeholders including members of the Forest Carbon 
Workgroup, launched a watershed services market demonstration project.  The purpose of 
the project is to take advantage of the opportunities presented by an as-yet untapped 
potential for the development of viable ecosystem service markets involving forest 
landowners and potential buyers of ecosystem services in Washington.  The project will also 
address the identified limiting factor: the absence of actual public transaction evidence.  The 
specific intent of the project is to create the necessary preconditions and attempt to stimulate 
a small set of real market or market-like transactions in one or more pilot watersheds in 
Washington.   
 
The transactions would occur between private forest landowners as “sellers,” and “buyers” 
who benefit from the generation of watershed services.  The outcomes of the initiative will 
include: 
 
                                                           
1 Since the workgroup’s recommendations, the California Air Resources Board has adopted a regulatory forest offset 
protocol that allows forest landowners in the continental United States to develop forest carbon offset projects and sell 
the resulting credits to compliance-driven buyers in California. Analysis of this market indicates that offset values will 
average $30 per metric ton of CO2e between 2012 and 2020. Thus an established market now exists for forest 
landowners in Washington State who wish to participate. 

In many communities, clean drinking water depends on intact forested source areas. 
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 On-the-ground practices that will be structured to produce tangible and measurable 
water and habitat benefits on site and downstream; 

  Contractual agreements among market participants; 
  Public transaction evidence regarding services provided and prices paid; 
  A monitoring program; and  
  A detailed analysis of lessons learned and suggestions for broader application.  

 The demonstration project has been designed to be completed within a two-year period in 
2011 and 2012, allowing one year for organization, networking, resourcing, and start-up; 
and the second year for detailed analysis and planning, implementation, and documentation. 

This project focuses on watershed services such as improvement of water quality 
(temperature, sediment, etc.) and/or quantity (magnitude and/or timing of peak flows or low 
flows) that are of interest to potential buyers.  Potential buyers may be water utilities, such 
as drinking water providers, stormwater managers, or other water users, or could be salmon 
recovery organizations.  Sellers are conceived to be large or small private forest landowners 
subject to the Washington Forest Practices Act, who may have opportunities to engage in 
practices that provide improved environmental outcomes compared to rule compliance 
alone, or who conversely may have an opportunity to convert their land to non-forest uses 
but could be induced to forego that opportunity.  The purpose of this project is to test the 
feasibility of mutually beneficial market or market-like transactions between buyers and 
sellers that would secure these watershed services on a local watershed level, and provide 
readily available lessons for broader application. 

It is also the intention of this project that in a real transaction watershed services could be 
‘stacked’ with other ecosystem services, such as biodiversity or carbon storage, to attract a 
higher price to the landowner if: 1) this is desirable to all directly involved parties; 2) 
additional technical complexities can be overcome; and 3) the separate ecosystem services 
are each appropriately measured and tracked.   

However, this demonstration project must be carefully distinguished from other related 
activities that have a different scope, such as:  
 

 Development of regulatory requirements on either potential buyers or potential 
sellers of watershed services; 

 Other types of landowner conservation incentives; 
 Other types of capital investment planning by potential buyers such as water 

utilities; 
 Full-scale development of ecosystem service market infrastructure; 
 Ecosystem services efforts focused primarily on services other than watershed 

benefits; 
 ‘Water quality trading’ in the context of a ‘total maximum daily load’ (TMDL) 

regulation by Department of Ecology; 
 Primary application to agricultural lands; or  
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 Application to forest lands with extremely high real estate values for non-forest 
development.   

 
Efforts in those related areas are critical in their own right and can be usefully coordinated 
with the watershed services market demonstration project over a multi-year period.  For 
example, ecosystem service markets can complement more direct approaches to extremely 
high real estate values on forest lands, such as Transfer of Development Rights programs. 
 
 
 
2011 Implementation of ESHB 2541 

JUNE 2011: NORTHWEST ENVIRONMENTAL FORUM LAUNCH EVENT 

The Northwest Environmental Forum, a service of the School of Forest Resources at the 
University of Washington, has since 2004 conducted multi-stakeholder one or two-day 
forum events on pressing public policy topics related to retention and management of 
working forests.  Since 2008, the Forum has had a particular interest in ecosystem service 
payments, and has identified watershed service markets as a focal topic starting in 2010.  
The Forum is intended as an opportunity for key stakeholders on emerging natural resource 
issues to use a neutral and knowledge-rich venue to advance common understandings and 
create a sense of direction.   

Commissioner Goldmark agreed to join forces with the Forum in 2011 to use a 
collaboratively planned Forum in June 2011 as a launch event for the watershed services 
market demonstration project.  

The following is excerpted from the report of the June 2011 Forum: 

Forum Findings 
The key characteristics of a successful forest watershed services market were developed as a 
framework to evaluate potential watershed services market projects. These must include:  

 An urgent issue that includes the right geographic location, timing and vision;  
 The right mix of stakeholders, with clear leadership, and engagement at the local 

watershed level;  
 A combination of regulatory and voluntary mechanisms with clear environmental 

goals and flexible implementation options;  
 The use, where feasible, of existing institutional mechanisms;  
 A commitment to a cohesive policy with a clear regulatory driver;  
 Linkage to climate change adaptation;  
 Clearly identified willing buyers and sellers with an analysis of the potential 

beneficiaries;  
 Clarity on the nature and ownership of the environmental service or services 

being transacted;  
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 A sustainable financing mechanism with diversified funding streams (i.e., 
government, municipalities, private foundations and corporations); 

 Administrative structure to facilitate transactions between willing buyers and 
willing sellers while controlling transaction costs;  

 A mechanism and institution for monitoring and enforcement;  
 Transparent record keeping with clear reporting of activities and outcomes;  
 The potential to bundle with other ecosystem services including carbon offsets, 

biodiversity, wildlife habitat, clean drinking water, flood protection, etc.; 
 Payment levels which exceed the landowner’s opportunity costs associated with 

engaging in or forgoing target practices; 
 A clear understanding of risk (economic, political, ecological) while addressing 

uncertainty; 
 Metrics or units of trade clearly defined within the trading framework; and 
 A clear plan for program evaluation.  

 
Actions Addressed by the Forum  
Action 1: Support Pilot Marketplaces for Watershed Services  
Two key geographic watersheds, Snohomish and Nisqually, emerged from breakout group 
discussions, and working groups that met to consider how to plan and support a pilot market 
for watershed services in each watershed. 

Initial Plan of action for Snohomish Basin Workgroup:  
 Identify a neutral entity for facilitating a stakeholder meeting.  
 Assess headwaters ownership structure and engage forest landowners in 

conversation.  
 Identify the market mechanism and metrics to assess impacts and evaluation.  
 Watershed analysis and mapping can help identify buyers/sellers and potential 

brokers.  
 Identify costs and potential funding streams for pilot implementation.  
 Examine potential for bundling ecosystem services.  

Initial Plan of action for Nisqually Basin Workgroup:  
 

 Clearly define sellers, beneficiaries and buyers.  
 Hold workshops with stakeholders.  
 Define services provided by forests in the Nisqually watershed.  
 Look at scale of impacts and scale of funding mechanisms to match.  
 Must identify some funds to support development of a pilot.  
 Link this process with the Nisqually River Council.  
 Formalize the process with staffing and identify funding for a project 

coordinator.  
 Seek funding from the Nisqually River Council and the US Environmental 

Protection Agency, along with private foundations.  
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Action 2: Programmatic Oversight and Support  
While watershed pilot working groups are convening, a programmatic oversight working 
group is needed, with the following responsibilities:  
 

 Developing clear and persuasive messages for outreach and public information;  
 Securing funding for ongoing program support;  
 Assessing and identifying the strongest and best-targeted demand drivers, and 

establishing productive relationships with entities likely to express that demand 
(Potential buyers include water utilities, flood districts, insurers, watershed 
investment districts, municipalities, salmon recovery organizations, Businesses 
for Social Responsibility, Community Development Financial Institutions 
(CDFI), foundations, environmental organizations, non-governmental 
organizations and others); 

 Developing information that establishes a clear linkage between forest land 
management practices, ecological outcomes, downstream benefits and the 
obligations or objectives of potential buyers;  

 Collecting necessary data;  
 Identifying appropriate metrics and the analytical tools to support them;  
 Comparing general benefits and costs, to evaluate the likelihood of a successful 

market mechanism;  
 Developing or identifying an existing market mechanism to be used for the 

pilots;  
 Discovering the most promising mechanisms for financing demand;  
 Establishing governance needs for the pilot effort and any more large-scale 

follow-up, including broad stakeholder participation;  
 Identifying additional watershed areas for pilot or follow-up efforts; and 
 Determining optimal integration with agricultural providers of watershed 

services within geographic markets.  
 

Next Steps  
 Snohomish and Nisqually Watershed workgroups, with State participation, will 

meet to further develop potential pilot projects based on specific circumstances in 
the two watersheds. Stakeholder meetings will be convened to further flesh out 
pilot potential.  

 DNR will convene a programmatic oversight workgroup to provide institutional 
mechanisms and support for the watershed workgroups.  

 A meeting will be convened in November 2011 for the watershed working 
groups, participating agencies and other critical parties to share experiences thus 
far.  

 DNR will develop a report by December 2011 for the 2012 Washington State 
Legislative Session in response to ESHB 2541 direction.  
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The entire report on the June 2011 Northwest Environmental Forum can be found at: 
http://www.nwenvironmentalforum.org/documents/June2011/June2011ForumReport
.pdf  
 
A list of the participants at the June 2011 Northwest Environmental Forum is 
attached as Attachment A. (The list also can be viewed online at: 
(http://www.nwenvironmentalforum.org/documents/June2011/Participants.pdf ) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  Carbon stored in forests adds benefits for our atmosphere. 

http://www.nwenvironmentalforum.org/documents/June2011/June2011ForumReport.pdf�
http://www.nwenvironmentalforum.org/documents/June2011/June2011ForumReport.pdf�
http://www.nwenvironmentalforum.org/documents/June2011/Participants.pdf�
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Initial Organization, Identification of Pilot Watersheds, 
Partnership Development, and Workplan Development 

Following the Northwest Environmental Forum project launch event, the primary project 
effort went toward initial start-up meetings in the proposed pilot watersheds and 
development of the rationale for the pilots, networking with potential partners at the 
statewide level, and general development of a workplan and schedule. 

Initial organizational meetings were held in both the Nisqually and Snohomish watersheds.  
In the Nisqually watershed, the Nisqually River Council agreed to provide organizational 
support for the pilot project.  Other key partners included the Nisqually Tribe, Nisqually 
Land Trust, Northwest Natural Resources Group, and Earth Economics.  The initial 
watershed service focus in the Nisqually is drinking water and salmon recovery, along with 
the potential for other water-related services.  There are initial ideas about both potential 
buyers and sellers, but no significant outreach has been done.  There is also interest in the 
Nisqually watershed in combining or “stacking” watershed services with provision of 
spotted owl and marbled murrelet habitat and carbon sequestration, perhaps using federal 
funding under the Endangered Species Act and the new California regulated carbon offset 
market. 

In the Snohomish watershed, the Snohomish County Surface Water Management Agency 
adopted the lead role with significant co-leadership by the Tulalip Tribe and participation 
from a Snohomish County council member and several local experts.  The watershed service 
focus in the Snohomish, and possibly Stillaguamish watersheds, is on stormwater 
management and salmon recovery.  The surface water management agency may be a 
potential buyer.  Less is known about potential sellers.  A useful linkage is possible with the 
Sustainable Lands Strategy in the county, which is reconciling conflicting farm/fish policies, 
salmon recovery plan implementation, and conservation of agricultural lands. 

Additional outreach and networking were directed toward other watersheds that may be 
interested in participating in some way in this demonstration project, including the City of 
Tacoma Green River watershed, the Puyallup/White watershed, the Yakima watershed, and 
the Nooksack watershed – the latter two watersheds (Yakima and Nooksack) have 
watershed service market initiatives underway focused on agriculture lands.  At this time, 
the Nisqually and Snohomish watersheds appear to have the most essential elements for a 
successful pilot project. 

The potential initial roles of a state coordinating group were identified from the list 
developed at the Forum, including seeking programmatic funding for the project, providing 
general organizational support for the project as a whole, developing communication 
materials, and arranging for analytical and technical support for the watershed pilots, 
including the best available scientific information about cause-effect relationships related to 
forest land management and watershed processes  in the pilot watersheds, as well as 
technical requirements for a workable market mechanism. 
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Monthly e-mail status reports were sent to a 25 member programmatic coordination group, 
consisting primarily of interested Forum attendees, in July, August, September, and October, 
describing progress in these programmatic areas. 

In August 2011, the Willamette Partnership and The Freshwater Trust submitted a 
conceptual proposal to DNR outlining proposed support to be provided by those entities to 
Washington’s forest watershed services market demonstration project.  Specifically, the 
proposal outlined support in convening, feasibility assessment, program design, and pilot 
implementation in two-to-four watershed areas. Specifically, the proposal outlined support 
in convening, feasibility assessment, program design, and pilot implementation in two-to-
four watershed areas, to demonstrate viable transactions between investors and ecosystem 
service providers, using regionally-available tools supporting unique local activities, and 
leading to measurable conservation benefits, cost savings to beneficiaries, and a new source 
of income to landowners.  The two organizations have federal funding available to support 
this work over a three-year period.  Having already conducted outreach to the Yakima and 
Nooksack watersheds, the Willamette Partnership also extended an offer of support. 

In September 2011, in response to a request from DNR, the U.S.D.A. Forest Service’s 
Pacific Northwest Research Station (PNW) hosted a video-telephone conference to discuss 
and determine a process for documenting the current scientific understanding of the 
biophysical factors that will influence the feasibility or success of market, or market-like, 
payment programs as part of DNR’s demonstration project.  Participants included scientists 
from PNW and Portland State University, stakeholders, and staff from federal, state, tribal, 
and local governments.  The discussion resulted in prioritizing interest in developing the 
scientifically sound knowledge base to support payment programs related to benefits for 
water temperature, sediment, and timing of peak flows, especially applicable to the 
Nisqually and Snohomish pilot watersheds.  The level of needed scientific certainty could be 
appropriate to support either a regulatory or voluntary payment program.  The conclusions 
should help indicate the monitoring needed to verify results, and provide guidance on both 
upstream watershed areas and downstream distances associated with the most likely 
upstream-downstream relationships.  The meeting concluded with a recommendation that a 
Portland State PhD program supported by PNW would provide personnel to conduct a 
scientific literature review under the guidance of PNW senior scientists.  A scope of work 
was to be completed by mid-December, and the final product is to be available by April 1, 
2012.  Subsequently, a PhD student has been identified, coordinating discussions have 
occurred, and a draft prospectus for the work was delivered to DNR on December 20. 

The Drinking Water Program of the Washington State Department of Health (DOH) has 
agreed to partner with DNR and other project participants in the development of payment 
programs for forest watershed services related to drinking water.  DOH has legal authority, 
program resources, technical information, and limited funding available to support a pilot 
effort. 
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The Stormwater Program of the Washington State Department of Ecology may be interested 
in partnering with DNR in relation to watershed services important to stormwater 
management under the Federal Clean Water Act.  This would match well with the interest in 
stormwater aspects of this project in Snohomish County. 

The federal Environmental Protection Agency has provided staff available to contribute 
overall program oversight and guidance from EPA’s perspective.  Federal support also 
appears to be potentially available from the Department of Agriculture, the U.S. Forest 
Service, the U.S. Geologic Survey, and the Natural Resources Conservation Service. 

The University of Washington Northwest Environmental Forum has indicated a 
commitment to provide further meeting organization and support through an additional 
Forum event at a critical stage of project implementation.  This is likely to occur on April 
16-17, 2012. 

Tribal governments will be critical partners in the project.  In particular, the Tulalip Tribe 
and the Nisqually Tribe have already played major roles and have indicated an intention of 
being substantially involved in the future. 

Based on the initial organization and networking summarized in this subsection, DNR 
developed an initial project workplan, centered on on-the-ground implementation occurring 
within the pilot watersheds with state support in the form of project funding, scientific 
support, technical support, and state-federal agency coordination. 

In mid-November 2011, DNR convened a video-telephone conference of a state 
coordinating group made up of approximately 20 of the most active participants in the 
demonstration project.  The purpose of the conference was to confirm general commitments 
to the project as envisioned through 2012, exchange critical information, and advise DNR 
regarding this legislative progress report.  The participants reviewed a detailed project 
workplan (see below) and indicated the nature of their organizations’ commitment to the 
project.  The workplan was viewed as ambitious but conceptually sound.  Important 
contingencies include award of grant funds (see below), the federal and state budget, 
regulatory requirements, analytical hurdles, and identification of willing buyers and funding 
sources.  There was agreement that project goals and objectives need to be carefully stated 
to avoid creating unrealistic expectations.  Participants also agreed that finding synergy and 
efficiencies among related initiatives will be essential.  A clear sense of commitment was 
expressed by all participants, subject to the contingencies identified.  Specific tasks were 
identified and plans were made to coordinate in the local watershed pilots areas and to 
expand networks within and outside the scope of this project. 
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Grant Funding Received 

In July 2011, the Departments of Ecology and Commerce issued a Request for Proposals for 
proposed financial grants in a “Puget Sound Watershed Protection and Restoration Program” 
for freshwater ecosystems.  The grant program will disburse federal funds originally 
received through the Puget Sound Partnership from the U.S. Environmental Protection 
Agency under the National Estuary Program.  In September, DNR submitted a pre-proposal 
for grant funds to support its forest watershed services market demonstration project.  In 
October, Ecology invited DNR to submit a full proposal, which was submitted in November, 
requesting $200,000 of grant funds.  A consortium of partners from the Nisqually watershed 
was also invited to submit a proposal which, in part, is closely coordinated with the DNR 
proposal.  DNR’s proposal seeks funding to support project-specific staffing and 
development of supportive feasibility analysis, metrics, and market mechanisms for the pilot 
watersheds. 

Within an overall detailed project workplan developed for the grant proposal (included as 
Attachment B), the greatest use of grant funds is proposed for: 

• Developing metrics for specific watershed services and practices; 
• Conducting economic feasibility studies oriented toward potential sellers and 

buyers; 
• Identifying buyers and most likely sellers; and  
• Establishing formal institutional infrastructure for market or market-like 

transactions, which would include independent verification, crediting rules, payment 
rules, transaction security, and monitoring.   

 
Grant funds will also support DNR staff involvement in implementation of market 
transactions and will support development of project communication materials and technical 
reports. 

Letters of support were included in the grant proposal from the Nisqually Land Trust, 
Northwest Natural Resources Group, Snohomish County Public Works – Surface Water 
Utility, Washington Forest Protection Association, Willamette Partnership, Washington 
Department of Health, and U.S.D.A. Forest Service Pacific Northwest Research Station. 

On December 21, DNR received notice that it will be awarded the grant funding as applied 
for. The Nisqually watershed partners have also received partial funding. 
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Anticipated Project Activities in 2012 

The detailed workplan included as Attachment B identifies 23 tasks that provide a 
conceptual roadmap to the work envisioned for 2012.  In general, the project is proceeding 
in five phases: 

 
Phase I – Project development & launch – April-September 2011 (completed); 
Workplan tasks 1-4. 
 
Phase II – Detailed project design & cooperator agreements – September-December 
2011 (nearing completion) and continuing in 2012; Workplan tasks 3, 5-6. 
 
Phase III – Development of foundational project components – January-June 2012; 
Workplan tasks 7-14. 
 
Phase IV – Implementation of market or market-like transactions – June-September 
2012; Workplan tasks 15-20. 
 
Phase V – Project wrap-up and reporting – September-December 2012; Workplan 
tasks 21-23. 

 
 
 
 
 
 
 
 
 
 

 
 
  
Conversion of intact forests to development can lead to loss of biodiversity and wildlife habitat. 
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Other Potential 2012 Activities Responsive to ESHB 
2541 
 
Given that the legislative interest in ecosystem service markets expressed in ESHB 2541 
was not limited to the watershed services markets that are the focus of DNR’s pilot project, 
some stakeholders have proposed additional work addressing the potential for conservation 
easements to become a more readily used or more flexible mechanism for incentivizing 
landowners to provide biodiversity services.  Such services, for example, could provide 
benefits for northern spotted owl and marbled murrelet, both listed as “threatened” species 
under the federal Endangered Species Act.  This outcome was envisioned by the 2009 
Northern Spotted Owl Policy Working Group authorized by the Forest Practices Board.  
DNR intends to explore the feasibility of this additional idea in 2012. 

 
 
Legislative Coordination 
 
DNR was an active participant in legislative consideration of ESHB 2541, and welcomed 
the responsibilities assigned to DNR by the legislation.  In the intervening period, DNR has 
worked actively with limited resources to fulfill those responsibilities.  The legislature, the 
department, and partner organizations have approached this work in the larger contexts of 
incentive programs to support working forest and farm lands, multi-stakeholder work toward 
achieving the goals of the Forests & Fish Habitat Conservation Plan, and the need to 
develop a sustainable Forest Practices regulatory program in the current difficult economic 
climate.  In those larger contexts, DNR and partner organizations welcome legislative 
interest in this ongoing demonstration project.  DNR would be happy to provide additional 
communication to the legislature and other decision-makers, including written material, 
consultations, or legislative committee presentations. 

The department expects to provide the legislature by December 31, 2012, a final project 
report, including findings, proposals, and recommendations responsive to ESHB 2541.  This 
will include a detailed description of agency activities carried out under the direction of the 
legislation, including this demonstration project; lessons learned, especially the role of 
ecosystem service market arrangements in meeting watershed conservation goals along with 
other forms of conservation incentives; the critical features of successful ecosystem service 
market arrangements; opportunities for further development of successful market and 
traditional incentive programs; and specific legislative support needed, including program 
authority and funding.  The department would welcome legislative guidance in the interim 
as to the conduct of the demonstration project and the development of the final report. 

 



AFFILIATION FIRST NAME LAST NAME POSITION EMAIL
American Rivers Darcy Nonemacher Associate Director, Washington Conservation 

Programs

DNonemacher@americanrivers.org

Cascade Land Conservancy Charlie Raines Director of Strategies Implementation charlier@cascadeland.org
Cascade Water Alliance Chuck Clarke Chief Executive Officer cclarke@cascadewater.org
City of Everett Public Works Mark Hitchcock Forester mhitchcock@ci.everett.wa.us
Conservation Forestry, LLC Kent Gilges Managing Member kent.gilges@conservationforestry.net
Conservation Northwest Mitch Friedman Executive Director mitch@conservationnw.org
Earth Economics Dave Batker Executive Director, Chief Economist dbatker@eartheconomics.org
Earth Economics Theda Braddock Attorney At Law theda_braddock@msn.com
Ecotrust Brent Davies Vice President, Forests and Ecosystem Services brent@ecotrust.org

Enterprise Cascadia Brad Hunter Associate Lender bhunter@sbpac.com
Eugene Water and Electric Board Karl Morgenstern Drinking Water Source Protection Coordinator Karl.morgenstern@eweb.org

Facilitator Polly Davis polly.davis@kingcounty.gov
Facilitator David Docter david.docter@seattle.gov
Facilitator Alana Knaster asknaster@aol.com
Forest Trends/Ecosystem Marketplace Tracy Stanton Water Program Manager tstanton@forest-trends.org
Hancock Timber Resource Group John Davis Acquisitions Manager jdavis@hnrg.com
Longview Timber Corporation Adrian Miller awmiller@longviewtimber.com
NACA'N Miguel Perez-Gibson Consultant miguelperezgibson@me.com
Nisqually Land Trust Joe Kane Executive Director jkane@nisquallylandtrust.org
Nisqually Tribe Natural Resources Department Jeanette Dorner Salmon Recovery Program Manager dorner.jeanette@nisqually-nsn.gov
Northwest Natural Resource Group Steve Pruitt Small Forest Landowner stephendpruitt@gmail.com
Parametrix Kate Engel Natural Resources Division Manager KEngel@parametrix.com
Parametrix Kevin Halsey Senior Policy Analyst, Ecosystem Services Group KHalsey@parametrix.com

Port Blakely Tree Farms LP Court Stanley President cstanley@portblakely.com
Puget Sound Partnership Chris Townsend Policy and Planning Director Chris.Townsend@psp.wa.gov
Seattle Audubon Shawn Cantrell Executive Director shawnc@seattleaudubon.org
Snohomish County Debbie Terwilleger Director, Surface Water Management Utility debbie.terwilleger@snoco.org

Snohomish County Public Works Department Amy Ockerlander Public Services Coordinator, Surface Water 

Management

amy.ockerlander@co.snohomish.wa.us

The Bullitt Foundation Steve Whitney Program Officer swhitney@bullitt.org 
The Freshwater Trust Alan Horton Managing Director Alan@thefreshwatertrust.org
The Nature Conservancy Cathy Baker Government Relations Advisor cathy_baker@tnc.org
The Pacific Forest Trust Paula Swedeen Director of Ecosystem Service Programs pswedeen@pacificforest.org
The Trust For Public Land Roger Hoesterey Senior Vice President & West Division Director roger.hoesterey@tpl.org

The Trust for Public Land John Hoey Washington State Program Manager john.hoey@tpl.org
The Tulalip Tribes Abby Hook Hydrologist ahook@tulaliptribes-nsn.gov
The Tulalip Tribes Terry Williams Fisheries & Natural Resources Commissioner terrywilliams@tulaliptribes-nsn.gov
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Northwest Environmental Forum • June 15-16, 2011 • List of Participants

Town of Eatonville Nick Bond Town Planner nbond@eatonville-wa.gov
UDSA Forest Service Pacific Northwest Research 

Station

Marcia Patton-Mallory Threats Characterization And Management 

Program Manager

mpattonmallory@fs.fed.us

United States Environmental Protection Agency Claire Schary Water Quality Trading Coordinator, Region 10 schary.claire@epa.gov

University of Washington College of the Environment Lisa Graumlich Dean graumlic@u.washington.edu

University of Washington College of the Environment Alina Niklison Philanthropy Officer niklison@uw.edu

University of Washington College of the Environment Chris Thompson Associate Director, Corporate and Foundation 

Relations

csthomp@uw.edu

University of Washington School of Forest Resources Brian Boyle Forum Leader, Northwest Environmental Forum bboyle@u.washington.edu

University of Washington School of Forest Resources Gordon Bradley Professor gbradley@u.washington.edu

University of Washington School of Forest Resources Tom Hinckley Interim Director hinckley@u.washington.edu

University of Washington School of Forest Resources Ellen Matheny Director, Education & Outreach ematheny@u.washington.edu

University of Washington School of Forest Resources Matt McLaughlin Internet Information Specialist mrm2@u.washington.edu

University of Washington School of Forest Resources Gabrielle Roesch M.S. Candidate, Environmental Economics roescg@u.washington.edu

University of Washington School of Forest Resources Luke Rogers Research Scientist/Engineer lwrogers@u.washington.edu

USDA Office of the Under Secretary for Natural 

Resources & Environment

Mark Nechodom Senior Advisor to the Under Secretary Mark.Nechodom@osec.usda.gov

Washington Forest Protection Association Mark Doumit Executive Director mdoumit@wfpa.org
Washington Forest Protection Association Doug Hooks Director of Forest and Environmental Programs dhooks@wfpa.org

Washington Forest Protection Association Cindy Mitchell Senior Director of Public Affairs cmitchell@wfpa.org
Washington State Association of Counties Josh Weiss General Counsel/Policy Director, Natural 

Resources, Environment, Land Use

jweiss@wacounties.org

Washington State Department of Community, Trade 

and Economic Development

Heather Ballash Commerce Specialist Heather.Ballash@commerce.wa.gov

Washington State Department of Ecology Josh Baldi Special Advisor, Environmental Improvements jbal461@ecy.wa.gov

Washington State Department of Ecology Stephen Bernath Government Liaison, Water Quality Program sber461@ecy.wa.gov

Washington State Department of Ecology Helen Bresler Watershed Planning Unit Supervisor hbre461@ecy.wa.gov
Washington State Department of Ecology Stephen Stanley Project Manager, Puget Sound Characterization ssta461@ecy.wa.gov

Washington State Department of Health Denise Clifford Office Director, Office of Drinking Water Denise.Clifford@DOH.WA.GOV
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Washington State Department of Health Office of 

Drinking Water

Mike Means Water Quality Section Manager Mike.Means@doh.wa.gov

Washington State Department of Health Office of 

Drinking Water

Kitty Weisman Wellhead and Source Water Protection, 

Technical Assistance

Kitty.Weisman@DOH.WA.GOV

Washington State Department of Natural Resources Aaron Everett State Forester and Federal Policy Liaison aaron.everett@dnr.wa.gov

Washington State Department of Natural Resources Peter Goldmark Commissioner of Public Lands peter.goldmark@dnr.wa.gov

Washington State Department of Natural Resources Bridget Moran Deputy Supervisor bridget.moran@dnr.wa.gov

Washington State Department of Natural Resources Craig Partridge Director of Policy and Government Relations craig.partridge@wadnr.gov

Weyerhaeuser Company Kevin Godbout Director, External & Regulatory Affairs kevin.godbout@weyerhaeuser.com
Weyerhaeuser Company Edie Sonne Hall Manager, Environmental Affairs, Sustainable 

Forests and Products

edie.sonnehall@weyerhaeuser.com

Weyerhaeuser Family Foundation John Titcomb Trustee jtitcomb@gmail.com
Weyerhaeuser Family Foundation Rick Titcomb President & Trustee rt92050@comcast.net
Willamette Partnership Devin Judge-Lord Counting on the Environment Extension Project 

Lead

DevinJL@willamettepartnership.org
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Attachment B 
 

Attachment B: Work Plan Explanation 

This grant is sought to support an ongoing Commissioner of Public Lands’ initiative to generate 

forest watershed service market transaction evidence on a pilot scale.  Initial start-up, 

organization, partnership development, project design, and resource commitment tasks are 

complete or nearing completion.  Because this is an innovative and first-of-its-kind effort, future 

project phases, tasks, deliverables, and target dates can be described generally, but may evolve 

in execution.  This work plan is integrated in a mutually supportive way with major elements of 

a separate grant proposal being submitted by a consortium from the Nisqually watershed – key 

partners in this work.  A separate grant proposal by Forterra (formerly Cascade Land 

Conservancy) is also mutually supportive with this work. 

The Work Plan Table indicates with an asterisk and bold font and describes generally what tasks grant funds will contribute to, 

primarily through pass-through to watershed partners for contracted analytical work and through part-time project staff at 

DNR. 

Task Deliverable Description & Notes Target Date 

*1. Project 
Administration 

Ensure completion of all 
other tasks on schedule & 
within budget 

DNR staff; partially grant-
funded in 2012 

Ongoing throughout 
project to 12-31-2012 

*2. Stakeholder and 
expert outreach 

Active, self-identified and 
mutually acknowledged 
participants and observers 
contributing at key points 

DNR (partially grant-
funded in 2012) and 
watershed partners 

Ongoing throughout 
project to 12-31-2012 

*3. Gain supportive 
state/federal agency 
participation 

Tangible policy-level 
support and 
communication from 
agencies with regulatory 
and/or funding functions 

DNR staff; partially grant-
funded in 2012 

Initially completed, but 
further focused on Spring 
2012, upon completion of 
scientific work 

4. Identify pilot 
watersheds 

Recognition and 
agreement on pilot 
watersheds by key 
partners 

DNR, watershed partners September 2011(Done) 

5. Identify and secure 
needed funding for 
project components, 
including supporting fund-
raising by partners 

Sufficient funding from 
various sources to carry 
out project tasks 
successfully 

DNR and watershed 
partner staff 

Funding needs to be 
secured at various times 
throughout the project.  
For this proposed grant: 
Jan-Dec, 2012 

6. Develop watershed 
service scenarios 

Documentation of most 
likely broad scenarios 
relating watershed forest 
management practices to 
particular desired 
downstream benefits 

DNR and watershed 
partner staff with expert 
advisors.  Mostly 
complete 

Draft: October 2011 
Final: December 2011 

7. Develop documentation 
of best available science 
applicable to chosen 
watershed service 
scenarios & locations 

Written science literature 
review summary from 
reputable source 

USFS PNW with 
contributions from 
partners, including 
integrated work under 
proposed Nisqually grant 

Prospectus: December 
2011 
Summary of Literature 
Review: April 2012 
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*8. Develop metrics for 
target watershed 
services, based on best 
available science 

Full documentation of the 
chosen metric(s) with 
rationale 

Grant-funded contract 
administered by 
watershed partners, with 
expert advisors.   

June 2012 

*9. Identify potential 
sellers 

Positive identification of 
sufficient forest 
landowners as indicated 
by science and metrics 

DNR (partially grant-
funded in 2012) and 
watershed partner staff.  
In Nisqually, to be 
performed under 
proposed Nisqually grant. 

Ongoing; completed early 
Spring 2012 

*10. Identify potential 
buyers 

Identification of the 
specific entities who 
benefit from watershed 
services and would be 
willing to pay to secure 
those services 

DNR (partially grant-
funded in 2012) and 
watershed partners, 
including integrated work 
under proposed Nisqually 
grant. 

Ongoing; completed early 
Spring 2012 

*11. Seller economic 
feasibility analysis 

Study and report with 
individual and overall cost 
estimates for 
implementing service-
generating practices by 
identified sellers.  May 
include opportunity cost, 
out-of-pocket cost, and 
transaction cost 

Grant funded.  Contract 
administered by 
watershed partners.  In 
Nisqually, covered by 
proposed Nisqually grant. 

Late Spring 2012 

*12. Buyer economic 
feasibility analysis 

Study and report with 
estimates of economic 
value of services to 
identified buyers.  May 
include avoided capital or 
operating costs or avoided 
damages. 

Grant funded.  Contract 
administered by 
watershed partners.   

Late Spring 2012 

13. Identify and secure 
funding for purchase of 
services by or for buyers 

Commitments for funding, 
sufficient to secure 
services from sellers, from 
buyers or others acting on 
their behalf. 

DNR and partner staff Summer 2012 

*14. Market 
infrastructure 
development 

Identification of a market 
entity and protocols that 
entity would administer 
for qualifying offers to 
implement practices 
which lead to watershed 
services. 

DNR staff (partially grant-
funded in 2012) and 
partner staff, with expert 
advisors 

Summer 2012 

15. Buyer RFP 
development 

Fully documented RFPs 
with details on desired 
service characteristics that 
would define credits to be 
acquired 

Supported by DNR and 
watershed staff and 
expert advisors 

Summer 2012 
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16. Seller credit 
development 

Documentation of specific 
landowner plans and 
commitments for 
practices, according to 
adopted protocols, and 
calculation of credits to be 
offered. 

Supported by DNR and 
watershed staff and 
expert advisors 

Summer 2012 

17. Issuance of buyer RFP Notification to potential 
sellers 

Supported by DNR and 
watershed staff and 
expert advisors 

September 2012 

18. Seller bid proposals 
and selection 

Qualified proposals, 
following protocols, 
establishing credits 
available for purchase and 
the price needed.  Buyer 
presumably selects the 
qualified proposal with 
the lowest price. 

Supported by DNR and 
watershed staff and 
expert advisors 

September 2012 

19. Contract negotiation 
and execution 

A fully documented and 
executed contract, 
administered by the 
market entity according to 
adopted protocols, which 
lays out requirements and 
schedules for seller 
practices and buyer 
payments 

Supported by DNR and 
watershed staff and 
expert advisors 

October 2012 

20. Begin implementation 
of seller practices 

Documentation of actions 
taken, including 
monitoring, and results of 
monitoring. 

Supported by DNR and 
watershed staff and 
expert advisors 

November 2012 

*21. Final documentation 
 

Written report fully 
documenting the pilot, key 
features, lessons learned, 
and recommendations for 
replication in similar or 
different settings and 
scales. 

DNR staff (grant-funded) 
with watershed staff 
 

November-December 
2012 
 

*22. Public and 
stakeholder information 
materials 

Diverse informational 
presentation materials 
and concrete steps to 
disseminate them to 
interested parties 

DNR staff (grant-funded) 
with watershed staff 
 

Ongoing throughout 
project.  Final materials 
December 2012 

*23. Report to legislature Summary of pilot with 
lessons learned and 
recommendations for 
legislative actions 

DNR staff; grant-funded Progress Report:  
December 2011 
Final Report:  December 
2012 
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