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Presentation Outline 

• Why create this resource?  

– Lack of information about payments for ecosystem 
service (PES) contracts 

• What is it?  

– Resource center overview and sources 

• What’s inside? 

– Background information about PES contracting 

– Contract clause explanations and examples 



Why Create this Resource? 

• Little information on Payments for Ecosystem Service 
(PES) Contracts 

• Few contractual precedents 

• Disadvantage for small-scale and community-based 
sellers with little commercial experience 



What is the Resource Center? 

• Clickable outline of PES 
contract clauses 

• Organized by clause type, 
explaining function, and 
issues for PES 

• Illustrative examples from 
different contexts 

• In reality, contract 
structure, clauses, 
language will differ 



Initial Sources 



What’s Inside? 

• Background information 

– Basic agreement structure 

– Participation agreements in public PES programs 

– Key elements of PES agreements 

– Special considerations for PES contracting 

– Glossary of PES and contracting terms 

• Contract clause explanations and examples 



• Purchase and sale of credits 
representing actual 
ecosystem service provision 

– VER (carbon) 

– Biodiversity offsets 

• Payment depends upon 
proven ecosystem 
outputs/results 

• Used to offset buyer’s 
environmental impacts in a 
concrete, quantifiable way 

 

Background – Agreement 
Structured as Credit Purchase 



• Transaction in conservation 
or restoration services 

– Tree planting 

– Habitat protection 

– Streamside restoration 

• Payment depends upon 
provision of labor, raw 
materials (inputs) 

• Suitable where agreed 
services very likely to result 
in environmental benefits 

Background – Agreement 
Structured as Service Contract 



Background – Program  
Participation Agreements 

• Participation agreements in public program of 
conservation-based payments 

• Key differences from private PES contracts 

– Standardized, non-negotiable form contracts 

– Short and simple 

– Refer to program guidelines extensively 

– Used alongside application and enrollment forms 



Background – Key Elements  
of PES Contracts 
• Clearly-defined rights and obligations 

– What is the ecosystem service? 

– What each party must do, may do, may not do 

• Payment amounts and timing, based on: 

– Cost of providing services or creating offsets  

– Market prices 

– Allocation of risks and costs between parties 

• Definition of and consequences for failure to perform 



Context Challenges 

Multiple sellers, 
community sellers 

Coordination, benefit distribution, project 
governance 

Monitoring Balancing costs and accuracy 

Verification Selecting standards body, time, cost 

Long-term obligation Ecosystem disruptions, sellers’ successors 

Consequences of 
default 

Small-scale seller inability to pay damages, 
buy replacement credits, etc. 

Role of local, 
national government 

Extensive state ownership/regulation of 
natural resources raises challenges for PES 

Background – Special  
Considerations for PES Contracting 



Features – Navigation 

Legal Initiative Menu Bar: law and policy 
resources from Forest Trends and partners 

PES Contract Toolkit: highlights contract-
specific resources 

Contract Clauses Resource Center: 
• One of the tools in the toolkit 
• Clickable outline appears on resource center 

homepage and sidebar of internal pages 



Features – Contract Clause 
Explanations and Examples 

Cross-linked pages with explanations of different contract 
clauses and example contractual language 

Example 1 

Example 2 

Example 3 

Explanation 



Features – Clause Explanations 

• Describes clause subject 
matter and function 

• Highlights issues for PES 

• Provides examples from 
different contexts – more 
to be added 

• Identifies degree to 
which clause tends to be: 

– Customizable 

– Controversial 



Features – Customizable, 
Controversial Indicators 

Highly customizable 
Structure and content is 
flexible, can vary greatly 

 

Moderately 
customizable 

 

Not very customizable  
Structure and content is 
relatively inflexible, 
does not vary between 
contracts 

Not very controversial 
Generally not highly 
negotiated or costly  

 

Moderately 
controversial 

 

Highly controversial 
Often highly negotiated; 

likely difficult or costly 
to shape structure and 

content 



Features – Contractual Examples 

• Formatted example 
language 

• Defined terms are 
highlighted 

• Explains context 

• Links back to relevant 
explanatory information 



Features – Contractual Examples 

• Notes may be provided to 
explain unique aspects or 
challenges 

• Example language may 
have gaps where context-
specific information is 
needed 
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Thank you! 
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