
Key Points
•  Develop a funding strategy that suits the 

needs and timelines of your watershed. 
•  Be creative in your funding approach—there 

is a first time for everything!

activities in the watershed are paid for by the 
public. This model provides a stable source 
of community-based funding, yet it can also 
require more legwork to develop and propose a 
PES initiative, and to build support within the 
public and among city officials and managers. 

These local funding mechanisms also provide 
important leverage for federal grants and other 
outside sources of project support. This leverage 
allows community leaders to build a diversified 
funding approach, where each funder covers 
only a portion of project costs, and more area 
can be treated. For example, CUSP estimates 
that for every dollar funders invest in their 
work, they will see a $2-4 return. Likewise, 
Flagstaff project leaders have matched the $10 
million restoration bond there with $2 million 
in cash and in-kind contributions by federal, 
state and local partners. Matching funds are a 
known bottleneck for watershed work, so this 
additional benefit of local funding approaches 
cannot be understated. 

Increasing water utility rates
One PES approach is to increase water utility 
rates. Cities like Seattle and New York have 
used this type of approach to fund management 
of water resources and other natural infra-
structure, but Santa Fe was the first city to use 
a PES plan to fund forest restoration work. A 

combination of federal earmarks and Santa 
Fe National Forest funds provided the 

initial project investment, and the utility 
rate increase will cover maintenance 

T
here are a number of potential funding 
sources for watershed restoration and 
fuels reduction work, and different 
options are appropriate in different 

places. In most communities, a combination 
of strategies is most effective, including novel 
approaches that cater specifically to the needs 
and opportunities of a given place. Creativity is 
the cornerstone of a robust funding strategy!

Grants
Grants are an important source of funding for 
forest and watershed restoration. In Colorado, 
approximately 80 percent of the CUSP operating 
budget comes from federal and state grants. In 
the aftermath of the 2002 Hayman Fire, CUSP 
received grants from the EPA Targeted Watershed 
Initiative, the National Forest Foundation (NFF) 
and the Rural Community Assistance Grant 
program, and their grant portfolio remains 
diverse today. In Ashland, National Fire Plan 
grants spurred new collaboration with private 
landowners and drastically increased the scale 
of restoration work in the early 2000s, and 
American Recovery and Reinvestment Act 
(Economic Stimulus), NFF and USDA Forest 
Service Landscape Restoration Partnership 
funds have supported subsequent work. In all of 
our case studies, a range of other smaller grants 
have also provided critical support for forest 
restoration work. It would be difficult to find a 
watershed restoration program that did not rely 
in part on grant funding. 

Payment for ecosystem services 
Under a payment for ecosystem services (PES) 
approach, communities support restoration work 
directly through municipal fees, bonds or taxes. 
Under a PES approach, city water customers 
are identified as the beneficiaries of a 
healthy watershed, and costs associated 
with ongoing water source protection 
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activities for the next 20 years at an estimated 
cost of $200,000 per year. Under the new plan, 
fees are approximately $0.13 per 1,000 gallons of 
water, which equals a rate increase of only $0.54 
per month for the average Santa Fe household. 

Bonds
Bonds are another approach for garnering public 
funds, and are currently being used in Flagstaff 
to fund the Flagstaff Watershed Protection 
Project. The approach in Flagstaff was inspired 
by Santa Fe’s PES program; however, leaders in 
Flagstaff decided that the need for restoration in 
their watershed was urgent, and would require 
a large initial investment that could not be 
met with a monthly water utility rate increase. 
Conveniently, several existing city bonds were 
expiring in 2012, at the same time that leaders 
within the City and the Fire Department were 
brainstorming options. Expiring bonds totaled 
$10 million, which roughly matched the needs of 
the restoration program.  Over the course of only 
a few months, the bond measure was developed 
and added to the ballot, and community leaders 
launched a campaign to share information and 
build public support. The $10 million bond 
measure passed with 74 percent approval—
testament to the widely recognized need for 
action, and the effective outreach and education 
program that community leaders in Flagstaff 
had developed over the previous decades. After 
this initial round of restoration work is complete, 
leaders in Flagstaff may consider a utility rate 
increase to support maintenance activities.  

City water budgets
City water budgets are another potential source 
of funding for forest restoration. These funds are 
built in to city budgets and not directly funded by 
consumers through utility districts. These funds 
have been critical to efforts in Ashland, where 
money has been set aside for projects on city 
lands every year since the mid-1990s. In recent 
years, the city has committed additional funds to 
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the collaborative Ashland Forest Resiliency (AFR) 
Project. In Colorado, Denver Water and Colorado 
Springs Water districts have also allocated funds 
for watershed restoration work. CUSP works with 
these water districts to coordinate and implement 
projects using those funds. 

The process of allocating city water funds for 
forest restoration may depend on support from 
city leadership. In Ashland, the city Fire Chief 
proposed the idea in the 1990s with support from 
a City Council representative. At that time, the 
public was dubious, and these city advocates were 
critical. More recent AFR contributions have been 
championed by the mayor, with broad support 
from the City Council and the citizen budget 
commission. In Colorado, efforts have also been 
spearheaded by city officials, and CUSP envisions 
new programs rising up through a similar process; 
NGO and other community leaders may advocate 
for new allocations, but success ultimately depends 
on city officials approving expenditures through 
internal processes. 

In summary
As demonstrated in our four case studies, there is a 
wide range of funding options available to protect 
water resources through forest restoration. Grants 
are perhaps the most common source of restoration 
funding, but communities are proposing and 
implementing new funding strategies that best fit 
their needs and are more locally based. These new 
funding models provide long-term, stable funds 
that match the temporal scale of the issues, and 
they provide critical leverage for outside sources 
of funding; they also highlight the challenges 
of current funding models, where funding is 
uncertain, and programs of work are subject 
to an outside agenda. We see in our four case 
studies that grants provide an important source 
of funding, but local empowerment is the lynchpin 
of sustainable, successful restoration programs.


