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1. Introduction

This booklet has been produced by Murray Dairy to help dairy farmers in the southern

Murray—Darling Basin understand the issues and processes involved in water trading and to give

them access to information that may be useful if they are thinking about participating in water

therelareldifferentlprocesseslinvolvediforleachltypelofitradel
transaction.lalso,leachlstatelhasldifferentlprocessesland]
applicationiforms.]

iflyoulareInotIsurelwhatltoldo,thelfrstistepliniplanninglalwater]
tradelisitolcontactlyouriwaterlsupplier’tolcheck’thelarrangements]
thatlapplyltoltheltypelofitradelyoularelconsidering.lalternatively,]
waterlcorporationslandistatelwatermanagementidepartments]
providelinformationZonltradelprocessesiandirequirementsion]
theiriwebsites.]

iflyoularelintendingltoluselalwaterlbroker’tolconductlyouritrade,]
theylshouldlbelableltoladviselyoulonlthelprocesseslyoulwilllneed!
tolfollow.]

thislpublicationlislintended!tolprovidelgenerallinformationlthat!
willlbelofluseltolirrigators,butleachlindividual’sicircumstances!
areluniquelandlirrigatorsimaylneedtolseeklspecifcladvicelint
relationltolthelfeasibilitylandlappropriatenessloflalparticular]
waterltradeltolensurelthatlit'willlmeetltheirlfarmineedsland]
fnanciallcircumstances.

2. Background to water trading

Water trading (intrastate trade) has been around within the Murray—Darling Basin (MDB) states since

the 1980s. Water trades between states (interstate trade) were not possible until 1998.

thelintroductionlofithelCaploniwaterlusagelinitheIMdBinl0995]
andlthelextendedldroughtlinithelsoutherniMdBIsincel1997havel
contributed(tolsignifcantigrowthliniwaterltradeloverithelpast]
OOlyears.Waterltradelhaslbecomelrecognisediaslalvitalltooliforl
irrigatorsitolhelpithemImanagelbothltheirishort-termlandlong-
termlaccessitolwaterlasIpartiofitheloveralllimanagementlofltheir!
farmlbusinesses.

inflanlenvironmentloflfnitelwaterlresourcesiandlwherelthel

sustainablellimitslofithelresourcelhavelbeenlreached](orleven]
exceeded)linimanylsystems,Iprocesseslarelneededithat’enablel

waterltoImovelfromlexistinglusestolnewluses.governments]
acrosslaustralialhavelrecognised’thislissueland, throughl
thelnationallWaterlinitiative,(theyhavelcommitted tolthel
developmentlofiwaterltradingltolallowmarkets(to’belusedlasithel
primarylmethodiforire-allocationlofiwaterlbetweenlusers.

The Basin Cap

For NSW and Victoria, the Cap is defned as the seasonally
adjusted amount of water that would have been diverted
under the 1993/94 levels of development.

2l WaterltradingitoolKit



3. Water entitlements
and water systems

As a frst step towards learning about water trading, it is important to have a broad understanding of

where the available water in the southern MDB comes from, what sort of water products are available

in the market, and the processes used to determine the volumes of available water in each season.

Where does the water come from?

Mostloflthelwaterlavailablelinlthelsouthern]MdBIcomeslfrom!
rainfalllandisnowfall)lonlcatchmentlareaslonlthelgreat’dividing]
rangelalonglthelsouthernlandlsouth-easternimarginsiofithel
Basin.[Forlexample,ithe]Murrumbidgeelandigoulburn,iBroken]
andlloddonlrivericatchmentsigeneratel35%.of thelBasin’sltotall
runoff,lyetitheylcoverlonlyl02%/oflitslarea.lthelUpperiMurray]
catchmentl(abovellakelHume)laccountsiforl07.3%/lofltotall
runoff,lbuticoverslonlyld.4%loflthelBasin.”

therelareltwolotherlmajorisourceslofiwaterlthatlarelavailableltol
irrigatorsiwithinltheBasin:lthelSnowyIMountainsiSchemelandl
thelMenindeellakes storagesionltheldarlingriver.

Water sharing in the Murray-Darling Basin

thelsharinglofiwaterlinithelsoutherniMdBIbetweeniSa,InSW!
andlVictorialisimanagediaccordingltolthelMurray—darlingIBasinl
agreement.[thislislalcomplexlagreementithatldetailslprovisions]
forlsharinglwaterresourcesithelstates,Jmanagingltradelandl
riveriwaterlquality,letc.

thel'riverIMurraysystem’](seelFigured),lwhichlisImanagediby!
thelMurrayldarlinglBasinlauthorityl(MdBa)linlaccordancelwithl
thelagreement,lisimadeluplof:

o thelmainlcourseloflthelriverMurraylandlalllitsleffuentsiand?
anabranches;]

tributarieslenteringthelriverIMurraylupstreamioflalbury;l

theldarlinglriveridownstreamlofithelMenindeel lakelstorage;]

MdBalworks—Idartmouthldam,’Humeldam,Yarrawongal

o I, &l A2
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Where does the water come from?

o The major sources of water for irrigators within the
southern MDB are the Murrumbidgee, Goulburn,
Broken and Loddon river catchments, the Upper Murray
catchment, the Snowy Mountains Scheme and the
Menindee Lakes storages on the Darling River.

e The sharing of water between South Australia, NSW and
Victoria in the southern MDB is managed according to the
Murray—Darling Basin Agreement.

e The ‘River Murray system’ is managed by the Murray
Darling Basin Authority (MDBA).

Weir,JlakelVictorialstorage,lweirslandllockslalonglthelriver]
MurrayZandllowerIMurrumbidgee,landithelbarragesinearlthel
mouthloflthelriveriMurray;land]
o thelMenindeellakeslstorage,iwhichlthelnSWigovernment’has]
leasedtolthelMdBalinlperpetuity.
inlsimplelterms,Jall’thelinfowsltolthelriveriMurraylupstream]
oflalburyl(includinglthelKiewa)larelsharedlbetweenlthelthreel
stateslinlaccordancelwithlthelagreement.]

VictorialandInSWleachlreceivel50%Iofltheselsharedlinfows,]
andleachlhaslaccessltol50%of thelstoragelvolumelinitheIMdBal
reservoirsitolstoreltheselinfows.]

inJaddition, thelagreementIprovidesiforiathighlylreliablelannuall
entitlementlofl0,8500g 11tolbelavailableltolSa.lnSWlandVictorial
arefjointlylresponsibleZforlprovidinglthislentitlementltolSa.

[ r ‘.:l'!.f_.ja E

Footnote 1: MDBA website: http.//www.mdba.gov.au/water/about_basin.
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Underlperiodslofllowlinfow,lwhenireserveslinistoragesiarelat]
lowerllevelslandlthelarrangementsidescribedlabovelcan’tlbel
followed,lthelwaterIsharinglarrangementsiunder(thelagreement]
movelintolwhatlisitermedlalperiodiofl‘speciallaccounting’.l
duringlspeciallaccounting,lthelsharedlinfowslarelequallyl
dividedithreelwaysltoldeterminelthelwaterlavailableltolnSW, I
SalandlVictoria.

Underlextremelconditions,laslexperiencedlin’2006/07Iwhichl
sawlthellowestleverlrecordedlinfowslintolthelsystem,lthelstates]
andIlCommonwealthlagreeditolsuspend thelagreement’siwaterl
sharinglprovisionsitolensurelthatlessentialineedsforlwater?
could’belmet.

allitributarylfowsldownstreamloflalburylarelresourceslavailablel
tolthelrespectivelstatesithatl*own Ttheltributarylstream.Ithel
harvestinglofitributarylfowslanditheirluselisigovernedibyiwaterl
sharinglplanslinleachloflthelstates.]

Forlexample,Ifowslinlthelgoulburnirivericanlbelharvestediforl
uselbylVictorianlirrigators,isubjectitolthelprovisionsoflVictorian]
BulklentitlementslanditheIMdBICap.IFlowsLfromithelgoulburn]
riverlintolthelMurraylarelalsolmeasurediandicreditedltolVictorial
throughlthelsophisticatediwaterlaccountinglprocessesithatltrackl
waterlavailableltolthelstates.

thelMenindeellakeslalsolprovidelwaterlstoragelforlthelriver]
Murraylsystem.lanlagreementlwaslreachediwherebyithel
MdBa’slpredecessorlbodiesifundediworksltolincreaselthel
storagelcapacitylofithellakes,landlinlreturnitheselstoragesihavel
beenlleased!tolthelMdBalinlperpetuity.]WaterlinithelMenindeel
lakeslislunder(thelcontrollofithelMdBalaspartiofithelshared!
resourceslofithelsystemluntilithelvolumelinistoreldrops(tol]
4801g . thelwaterlbelowlthisllevellisithenlonlylavailablelfor]
meetingInSWirequirements.loncelthelMenindeellakes[are]
underInSWicontrol,‘thelvolumelinlstorelmustlriselabovel640lg 11
beforelcontrollofithelstoragesirevertsitolithelMdBa.

WhilelthelinfowstolthelMenindeellakeslcanlbelmorelvariablel
thanlthelupperiMurraylinfows,ltheylprovidelanlimportant]
supplementitolavailablelresourceslinithelsystem.limportantly,l
waterlfromIMenindeellakeslentersithelriverMurray]
downstreamlofithelBarmahlChoke.]

inlyearslofZhighlwaterlavailability, releasesifromIMenindeel
lakes[helpImeetldemandslinithellowerlMurraylandlavoidithel
needltolrationldeliverieslbecauselofithellimiteditransfericapacityl
availablelthroughlthelBarmahIChoke.

47 WaterltradingitoolKit

Snowy Mountains Scheme

thelSnowyMountainsiSchemelconsistsioflainetworklofT]
06Imajorlreservoirs,isevenlhydro-electricipowerlstationslandl
0450kmioflinterconnecting’tunnelsithatllinklthestoragesland?
powerlstations(together.]

thislschemeldivertsiwaterlifromithelSnowy, Murray,Ttumut,]
andMurrumbidgeelriversiintolthelstorages.lthisiwaterlisithen]
releasedtoleitherlthelriverMurrayloritolthelMurrumbidgeel
riverl(vialtheltumutlriver),igeneratinglelectricitylalonglthel
way.[inladditionltolpowerlgeneration,lthelschemelwaslalsol
developeditolimprovelwaterlsupplyCforlirrigationlinithelMurrayl
andMurrumbidgeelsystems.

Historically,’anlannuallaverageloflapproximatelyll,020lg 11of]
waterlhaslbeenlharvestedIfromithelSnowylrivericatchmentland]
redirectedlinto’thelMurraylandIMurrumbidgee catchments,in’
roughlylequalishares(i.e.laroundl5601g l /yearitoleachicatchment).

Basedlonllong-termaverages,lalvolumelofiaroundld,090Ig 1 /yearlis]
releasedIfromithelSnowylsystemlintolthelMurrumbidgeelriver.l
thislwaterlislavailablelforluselbylnSW,aslthelMurrumbidgeel
islalnSWitributary.[Historically,lanlaveragelvolumelofl
approximatelyl0,0961g 1 /yearlisireleasedfromithelSnowylsysteml
intolthelriver’/MurrayJabovellakelHume.lthislreleaselislabovel
alburylandformsipartlofithelMurraylinfowslthatlarelshared!
betweenlthelstateslinlaccordancelwithitheIMdBlagreement.[
However, dueltolcontinuedidrought,ireleases’havelbeeniwell]
belowllong-termlaverageslinlrecentlyears.

aslalresultloflagreementsireachedlbetweenlthelnSW,Victorian]
andiCommonwealthlgovernmentslinidecember2000, upltol
2800gl/yearlofithistharvestediwaterlisinowlbeinglreturneditol
thelSnowylriverltolimprovelitsienvironmentallhealth.]WaterTis]
beinglreturneditolthelSnowylthroughlalrangelofimeasures,iwithl
alsignifcantivolumelcominglfromiwaterlsavingsIprojectslin]
VictorianlandInSWiwaterIsupplylsystems.

Regulated and unregulated systems

alregulatedIsystemlislalsystemlofistreams,icreekslandirivers]
thatlisicontrolledlorl‘regulated’Ibylwaterlstoragesiwhichlallow]
thelwater(tolbelreleasediwhenlitlisIrequired.

anlunregulatedicatchmentlisionelthatldoesInoticontainlalstoragel
thatlisimanagedZbylalwaterlauthority'tolprovidelreleasesltolmeet!
thelneedslofldownstreamlcustomers.IManagementlofiwater]
quantitylwithinlunregulatedicatchmentslislundertakenlthroughlal
licensinglregimeforitheltakinglandiuseloflwater.!
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Water entitlements

aslpartlofinationallwaterireformlagreements,istatesihavel
progressivelylimplementedichangesitoltheirlwaterimanagement]
regimes(tolseparatelwaterlfromilandlandltolexpandiwateritrade.

Waterlentitlementsiheldlbylirrigatorslandldivertersionlregulated]
waterlsystemslinInorthernVictorialwerelunbundledlonidlJuly]
2007.Unbundling’separatediwaterlfromllandlandIseparatedan]
existinglwaterlentitlementlpackagelinto:

] alwater share:lallegallylrecognised,’securelsharelof]
availablelwater;

] aldelivery share:lalrighttolhavelwaterldelivereditolyourlland!
(forlirrigatorsidivertingldirectly’fromriversithislisicalledlan]
extractionishare);land

<1 alwater use licence:lalrightltoluselwaterlforlirrigationlon]
yourlland.'therelmaylalsolbelanlassociatediworksllicencel
issuedlwherelconstructionloflpumpsloriboresiarelrequiredlon]
riversloriforigroundwater.

thelunbundlingloflwaterentitlementsirequired’a’changeltolthel

waytariffslarelchargedisolthatltheylarelconsistentiwithithelnew!
entitlements.Itherefore, ltariffsiwerelalsol‘unbundledlinto:

o alchargelonleachiwaterishareltolrecoverlthelcostsiofiwater]
harvestinglandistorage(i.e.thelcostslassociatediwithithel
damslandiweirs);

o chargeslrelateditoldeliverylincluding:

-1 alfxedlinfrastructurelchargelforimaintaininglandlrenewing’
thelchannellsystem,lincludinglalservicelpointifee;land
—] alvariablelchargebasedlon’thelamountlofiwaterlactuallyl
deliveredlinlalseason.
alwaterlsharelisl‘allegallylrecognised,lsecurelshareloflthelwater]
availableltolbeltakenlfromlaldefnediwaterlsystem’.

inInSW,Ichangeslimplementedlin]2004lseparatediwaterl]
fromllandlforlwaterlentitlementsitakenifromiregulatedirivers.l
thislcreated:

<[ alwater access licence (WAL):lallegallright'tola’sharelof]
thelavailablelwater.[alWallincludeslal‘sharelcomponent’]
showinglhowImanyZunitsiofitheltotallwaterishareslinlal
systemlarelattacheditoleachlwaterlaccess(licence.

=] Works and use approvals:[permissionsitolcontrolithe]
constructionlofiworks((e.qg.linstallationlofipumpslandibores)iandl
tolcontrolluselwaterlforlalparticularipurpose,suchlasirrigation.

inInSW,[privatelirrigationlcorporationslikelMurraylirrigation]

limited’holdIsignifcantiwaterlaccessllicences(thatlenablelthem]

tolsupplylwater(toltheirlshareholdericustomers.[Waterltrade]

betweenlshareholdersiwithinlalprivatelirrigationicorporation]

6l WaterltradingitoolKit
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Water entitlements

o A water entitlement is a right, issued by state
governments, to a share of the water available in the
system each year, and is specifed as a maximum
volume of seasonal allocation that may be made against
that share.

e In regulated systems, there are a number of water
products with varying reliability. These differences are
based on historical variations between the states and the
type of irrigation that has occurred.

o With tradeable water entitlement, farmers can now have
a varied number of water products that best suit their
business profile.

doesinotlaffectlthelcorporation’sloveralllWal .JasIpartlofiongoingl
waterlreforms,InSWiirrigationlcorporationsthavelintroduced?
delivery entitlementsiwhichispecifyltheldeliverylrightslandl
obligationlofitheiricustomerslinlalbroadlylsimilariway!tol
VictorianZdeliverylshares.InSWirrigationlcorporationslarelalsol
implementinglchanges(thatiwilllallowlindividuallshareholders(tol
transformltheirl*shareloflthelcorporation’siwaterlaccessllicencel
intolanlindividual’waterlaccessllicence.!

alwater entitlement islalright,lissuedlbylstatelgovernments,to]
alshareloflthelwaterlavailablelinithelsystemieachlyear,landlis]
specifedlaslalmaximumivolumelofiseasonallallocationlthat’may]
belmadelagainstithatishare.

Waterlentitlementslarelalsolknownlaslwaterlshares,lwater]
rights,ldiversionllicences,[waterllicenceslandiwaterlaccess!
licencesldependingloniwherelandlhowltheselentitlementsiwerel
issuedlbylvariousistates.laslwaterlreformihasioccurredinleach’
stateltherelhavelalsolbeenichangesitolthelnameslofisomelofithel
waterlentitlementslavailable.

despitelthelnamesibeingldifferent, therelarelsimilaritieslinlthel
typeslofiwaterlentitlementsJavailablelacrossithelvariousistates.!

Waterlentitlementslarelgenerallylclassedlaccordingtoltheir]
reliability,/whichlisldefnedibylhowloftenithelmaximumIseasonall
allocations(forlthelentitlementlarelexpectedtolbelavailable.
reliabilitylislusuallylestimatediusingicomputerimodelsithatl
simulatelhow thelcurrentldaylsystemslofireservoirs, supplyl
channelslandiwaterlsharinglrulesiwouldIperformlifialrepeatlofl
historiclriverlinfowsloccurred.



inlregulatedlsystems—Isolcalled’becauseltheylareldownstream]
oflmajoristoragesithaticanlbeluseditolregulatelthelreleaselof]
waterltolmeetlusers’ineeds—therelarelgenerallyltwolkeylwater]
entitlementlproducts,lonelofihighlreliabilitylandlanotheriwith]
lowerlreliability.

Bothhigh-reliabilitylandllow-reliabilitylwaterlentitlementslare]
separatelassetsithaticanibeltradedlpermanentlyloritemporarily.

tablellincludesithelapproximatelmaximumivolumelofithese]
variouslentitlementsiavailablelfromIdifferentisystems.lthis]
illustratesithatlwhilelthelgenerallframeworkloflentitlementltypes]
isilsomewhatlsimilar,[therelarelimportantidifferenceslinthel

relativelmixlofleachitypelofiwaterlentitlementithatleachlstatel
originallylissued:]

<[ inINSW,Imostloflthelwaterlavailablelisldirecteditoimedium]
reliabilitylentitlements,iwithirelativelylsmalllvolumesoflhighl
reliabilitylentitlements.]

<] inlVictoria,Imostloflthelavailablelwaterlislallocated tolhighl
reliabilitylentitlements,lwithithelbalancelavailablelforllow!
reliabilitylentitlements.[

<] inlSouth Australia,alllirrigationiwaterlislavailablelthrought
highlreliabilityllicences.]

Moreldetailslonlthelvariouslentitlementframeworkslandlthel

particularreliabilitylofldifferentIproductsicanlbelfoundlonlstate’

waterlmanagementlagencylwebsites.

tablell:IKeyltypesloflregulatediwaterlentitlementslinleachistate.

State entitlementiname reliabilitylClass | reliabilityl(%loflyearslini approximatelMaximumVol.]
everylJ0Olwhenlentitlement! | availablelfromleachlriver]
volumelisifullylavailable)* system**(gl)

MurraylSystem

nswW Highlsecuritylwaterlaccessllicence High 97% 083

nsSwW generallsecuritylwaterlaccessllicence Medium 2% 0,668

Victoria Highlreliability;waterishare High 99% 0,082

Victoria lowlreliabilitylwaterishare low 40% 300

Sa Waterllicence High 000%l(approx) 599

MurrumbidgeelSystem

nsSW Highlsecuritylwaterlaccessllicence High 95% 377

nsSw generallsecuritylwaterlaccessllicence Medium 64% 0,888

BrokenlSystem

Victoria Highlreliabilitylwaterlshare High 90% 26

Victoria lowlreliabilitylwaterishare low 85% 5

CampaspelSystem

Victoria Highlreliabilitylwaterishare High 98% 37

Victoria lowlreliability)waterlshare low 75% 09

goulburniSystem

Victoria Highlreliability/waterishare High 97% 993

Victoria lowlreliabilitylwaterishare low 27% 437

loddon(System

Victoria Highlreliabilitylwaterishare High 95% 22

Victoria lowlreliabilitylwaterlshare low 27% 8

Notes:

* Reliability based on computer modelling assuming a repeat of historic inflows. No allowance is made for the possible impacts of future climate change on

water availability. Modelling may not include recent extreme drought inflows. Information about reliability is available in the following publications:
NSW Department of Water and Energy, 2009 — Water Availability in New South Wales Murray—Darling Basin Regulated Rivers; and Vic Department of Sustainability
and Environment, 2008 — Northern Region Sustainable Water Strategy Discussion Paper.

** These volumes are derived from a range of sources of varying publication dates and are approximate only.
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Water allocations

aslnotedlabove,[waterlentitlementsiprovidelthelholderiwithlal
righttolalsharelofithelwaterlresourceslavailablelinithelsysteml
eachlyear,]dependingloniseasonaliconditionslandlinfows.Ithel
entitlement’holdericanluseloritradelthisivolumelofiwaterlinlthel
currentlirrigationlyear./thelwaterlentitlementlisiusuallyltermed]
waterJallocation,lseasonallallocationlor,JmorelcommonlyJin]
recentltimes,[simplylallocation.

StateslhaveldifferentlrulesiestablishedlinltheiriwaterIsharingl
plansiorlbulklentitiementsithatlgovernlhowlthelseasonall
allocationlprocessesloccur.[Broadlylspeaking,allocationsarel
madelagainstlhighlreliabilitylentitlementsifrst.lifladditionall
waterlislavailablel(subjectltolruleslinthelrelevantiwaterisharing!
planlorfbulklentitlement),lwaterlislthenlallocatedlagainst]
mediumlandllowlreliabilitylentitlementslinlturn.

ForlthelnSWlandVictorianIMurraylsystems,itheIMdBalfrst]
makeslanlassessmentlofithelwaterlavailableltoleachlstate]
under’thelMdBlagreement,takinglintolaccountisharedlinfows,]
tributarylinfows,lusageltoldatelandlobligationstolsupplylfowsl
tolSaletc.Ithelwaterlavailableltoleachlstatelthenlformsithelbasis]
forldeterminationlofiseasonallallocationsiforithelMurraylsystemsl]
inleachlstate.BothlStateslhavelbroadlylaligneditheltiminglof
theirlseasonallallocationslsolthatlthelmarketlinleachlstatelis!
informedlofichangesliniwaterlavailabilitylatlthelsameltime.

inlVictorialthislprocesslisicalledithelseasonalldetermination]
(orlseasonallallocation).linlVictoria,lseasonallallocationsarel
reviewedlandthelresultslreleasedlat!00:00lamlonlthel frstland!
ffteenthlofleachimonthlduring(thelseasonl(or(thelnextlbusiness]
daylifithoseldateslarelonlalweekendlorlpubliclholiday).Ithel
lastlallocationlannouncementloccurslinlapril.;goulburn-Murray?
Waterlis(thelorganisationlresponsiblelforimakinglseasonall
allocationsiforinorthernVictoria.ldetailslcanbelfoundlatiwww.
g-mwater.com.au/.
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SUMMARy

Water allocations

e Seasonal allocations determine the amount of water
available in a particular year to holders of water
entitlements.

e In northern Victoria, seasonal allocations are made by
Goulburn-Murray Water.

¢ In NSW, seasonal allocations are made by the
Department of Water and Energy.

inInSWIthisIprocesslisicalledlanlavailablelwaterldetermination]
(or’seasonallallocation)..nSWiseasonallallocationsl(orfavailablel
Waterldeterminations)larelmadelbyitheldepartmentlofiWaterl
andlenergy,landldetailsicanlbelfoundlatiwww.dwe.nsw.gov.
au/water/avail_awd.shtml.l

aslallocationslarelmade,lthelamountlofiwaterJavailableltol
entitlement’holderslisicreditedltolanlallocationlaccount(sol
thatlindividualsicanltracklthelallocationltheylhavelavailable.linl
Victorialtheselarelcalledlallocation]BanklaccountsiandlininSWI
theylarelcalled!Waterlallocationlaccounts.lasiwaterlislused(or?
traded) theselaccountslareldebitedlaccordingly.

Whenlallocationslarelreviewedlandlthelresultsireleased,inl
additiontolanylchangeltolthelseasonallallocation,ltherelwilll
oftenlbelanlindicationlofithelprobabilitylofifurtherlincreases]
inJallocationlifwet,ldrylorlaveragelconditionsioccurlin’
catchments.[thisIprovidesivaluablelinformationlonithelpossiblel
futurelavailabilitylofiwaterlandlicanlbeluseful lespeciallylwhen]
consideringltheloptionloflanallocationltrade.ltablel2]provides]
informationlonmaximumiseasonallallocationsIforlsomelnSW!
andVictorianiwaterlsystemsIsincel1996/97 litlislimportant(to]
rememberithatifrom]0997/98lonwards,[rainfalllacrossimuchlof!
thelMdBIhaslbeenlsignifcantlylbelowllong-termlaveragellevels.
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Types of trade

therelarelthreelmainiformsloflwateritrade.ltheselare:

o transferloflownershiploflalwaterlentitiement,)(previously!
calledlpermanentitrade)./Waterlentitlementslincludelwater]
shareslandwaterlaccessllicences;

o tradeloflallocation,(previously calleditemporaryltrade);land

o limiteditermitransferlofialwaterlentitlementi(alrelativelyl
newloptionthatlisleffectivelylalleaselorlrentallofithelwater]
entitlement’forlaldefnediperiod).

nolmatterlwhatltypelofitradelislbeinglundertaken,thislislal

market-basedltransactionlandithelbuyerlandlsellerineedtol
agreelonlthelpricelandlotherltermsiandiconditionsiforitheltrade.!
inJaddition, theylmustiseek’approvallfromlthelrelevantiwater]
authorityl(orlauthoritieslinilmanylcases)tolensurelthat(theltradel
isifeasiblelandlcompliesiwithithelestablished watertrading]
rules.lonceltheltradelislapproved,ithelchangelinlownershiplof]
thelwaterlproductsitradedImustibelrecordedlinlthelappropriatel
registersisolthatlthelwaterlauthoritiesIsupplyingithelbuyerland?
sellerlunderstandlthelnewlvolumeslofiwaterlentitlementsland!
allocationlavailableltolalllpartieslafteritheltrade.

4. Water trading

Transfer of a water entitlement

transferlofiownershiploflalwaterlentitlementigivesithelnew]
ownerlthelrighttolall’futurelallocationslavailablelfrom(that!
waterlentitlement.[theseltransactionsiwerelpreviouslylcalled!
permanenttrades,lbutiwithlthelseparationlof:waterifromlland]
andlthelincreaseliniwaterimarketlactivity,ltheldescriptionlof]
transferloflalwaterlentitlementlisipreferredaslit/givesialclearer]
indicationlofitheltypelofitransactionlinvolved.

transfersiofiwaterlentitlementslarelgenerallyhighlvaluel
transactions,laslthelbuyerlislacquiringlthelongoinglright(tol
seasonallallocationsimadelagainstithelwaterlentitlementlini
allffuturelyears.[theseltradesigenerallylinvolvelmorelcomplex’
information, checkinglandlassessmentithanlallocationltrades]
andlthereforelusuallyltakellongeritolprocesslandlapprove.

transfersiofiwaterlentitlementsiprovidelthelbuyeriwithlal
valuablelright,butlalbuyerlisialsolacceptinglthelriskslassociated]
withIfuturelseasonallconditionslandiwaterlavailability.[thesel
factorsiwillldeterminelhowImuchlwaterJislactuallylallocated!
againstithelwaterlentitlementlinffuture,Jandiwhilelwater]
authoritiesicanloffer’guidancelon(thelreliabilityloflithelwater]
entitlementlandlikelyallocationslgivenlalrepeatlofihistoricall
climatelconditions, therelisinolguaranteelofifuturelallocation!
levels.Ithislcanlbellikeneditolbuyinglalsharelinlalpubliclyllisted!
company!whereltherelislinformation availablelonlpastidividends]
paidiperishare, but’futureldividendslarelnot’guaranteedland?
dependlonthelperformancelofithelcompany.

PartlofithelseparationlofiwaterlfromIlandi(unbundling)lwaslalsol
thelclarifcationlandicleareriseparationlofiwaterlentitlements!
andlallocationslasldescribedlearlier..now, thelowneroflalwater]

entitlementlreceiveslallocationslagainstithelentitlementlas]
theylarelmade. thislallocationlisicreditedlintolanlallocation]
Banklaccountl(aBa)lorthelWaterlallocationlaccountlowned!
byithelwaterlentitlementiholder.]Whenlalwaterlentitlement]
isitransferreditolalnewlowner,lallithelallocationsimadelprior]

oz WaterltradingitoolKit



Transfer of a water entitlement

o Previously called ‘permanent transfer’, water entitlement
transfer is the process used to buy or sell water shares.

o Water entitlement transfers change who owns the water
entitlement, and therefore who receives the seasonal
allocation from the water entitlement. Once the water
entitlement ownership is transferred, the new owner
receives all future seasonal allocation increases. The
previous owner retains any seasonal allocation made
before the water share was transferred.

o Water entitlement transfers may often also include
changing the place where its allocations are used. This
will be done by a tagging process.

o Trade/transfer between regulated and unregulated
systems are subject to special rules which should be
checked before attempting this type of trade.

tolthelchangeloflownershiplremainithelpropertylofithelseller.]
oncelthelownershipltransfersitoithelbuyerl(thislonlyloccurs]
whenlthelchangeloflownershiplisirecordedinithelappropriatel
waterlregister),lalllfuturelallocationslarelthenicreditedltolthel
aBalorWaterlallocationlaccountoflthelbuyer.Inolallocation]
moveslautomaticallylwithlaltransferloflalwaterlentitlement.lif]
sellerslandibuyersiofialwaterlentitlementiwishltolalsoltransferl
ownershiplofiallocation,[thenlthislisigenerallylalseparatel
transactionlandlalseparateltradeloflallocationlapplicationmayl
needltolbellodged.l(notelthatlslightlyldifferentlarrangements!
andltradingloptionslapplylinlVictorialandInSW.ltradersiwillIneed!
tolcheckiwithithelappropriatelauthorityltolconfrmIdetails.)

transferlofialwaterlentitlementlonlylchangesithelownershiplof]
thelentitlement.lit/doesinotlalteriwaterlusellicencesloriworks]
andluselapprovals.’Separatelamendmentsiorladjustments]
toltheselpermitsimaylbelrequiredibeforelnewlworkslcanibel
installedorladditionallvolumeslofiwaterlapplieditolalproperty.

Trade of allocation

allocationsimadelagainstiwaterlentitlementslarelvolumeslof]
waterlavailablelforluselinlthelcurrentlirrigationiseason.[irrigators]
arelalsolfreeltoldecidelwhetherltoluselthisiwaterithemselves,lorl
tradelpartlorialllofitheirlavailablelallocationltolanotherlirrigator.
thislislcalledlaltradeloflallocation.

theseltypesiofitradesiwerelpreviouslylcalledl‘temporaryl
tradesTbecauseltheylinvolvedithelsaleloflalvolumelofiwater]
onlylavailablelforluselinithelcurrentlyear,i.e.ltheylwerelnot]
‘permanentltrades’Toflwaterlentitlements.IWithithelgrowing!
sophisticationlofithelmarketlandithelintroductionloficarryloverl
provisions,[theldescriptionlofitemporaryltradelhas’beenlreplaced]
byltradeloflallocation,lwhichlislalbetterldescriptionlofithel
transactionlandiwaterproductslinvolved.

thelallocationlthatlanlindividuallhaslavailablelforuselorltradel
isitheltotalloflthelwaterlallocatedlagainstiwaterlentitlements]
owned[bylthelindividual,ltogetheriwithlanylallocationlpurchased!
fromlanotherTirrigator,Jminusithelvolumeloflallocationlusedlon
thelpropertyloripreviouslyltradedlaway. Carry_overlhasibeen]
availablelinlnSWiforlsomelyearsiandiwaslintroducedlininorthernl
Victorialini2007/08,/whichimeans(thatlthelallocationlavailablel
tolanlindividuallmayZalsolincludelallocationlcarriedloverCfrom]
alpreviousseason. tradesloflallocationlarelconductedinl
megalitresiandlinvolvelactualivolumeslofiwaterlthaticanithenlbel
usedlorlsoldlbylthelbuyer.

tradeloflallocationlonlylchangesithelownershiplofithelallocation.!
it’doesinotlalteriwaterlusellicencesloriworkslandluselapprovals.]
Separatelamendmentsiorladjustmentsltoltheselpermitsimay?
belrequiredlbeforelnewlworksicanibelinstalledlorladditionall
volumeslofiwaterlappliedtolalproperty.

Trade of allocation

e Previously called ‘temporary transfer’.

o Allocation trade is the process used to buy or sell
seasonal allocation, that is water allocated to a water
entitlement when a seasonal allocation is declared or
increased. Allocation trade can be used to buy or sell
volumes (in megalitres) of water that is already available
under the seasonal allocation.

An allocation assignment does not change the ownership
of the water entitlement; but sellers must have suffcient
water in their current allocation for use in the current
season and to cover the volume being traded.

Watertrading’toolKit] 0o



Limited term transfers

allimiteditermitransfer(1tt)lislalnewloptionlavailablelinVictorial
sincelunbundling.[thislislinleffectlalleaseloflalwaterishareltol
anotherlperson.ithelholderlofithellimitedltermitransferireceives]
alllthelallocationsimadelagainstithelwaterlsharelduringlthel
periodlofithell tt.]

thelwaterlsharesicoveredibyithell ttlarelalsoltakenlintol
account’whenldetermininglhowlmuchZallocationlanlindividuall
canlcarryloverlatithelendloflthelirrigationlseason.Jaslthelnamel
suggests,lthelshareslarelinleffectl‘transferred’ltolthelholder?
ofithell ttlandlhe/shelreceivesivirtuallylallithelbeneftsithat]
ownershiplofithelwaterlwouldlprovide.lat'thelendloflthelagreed]
term,lthelwaterisharesireverttoltheloriginallowner.

anllttimustlbelapprovedibylthelrelevantiwaterlauthorities]
tolensurelthatliticompliesiwithltradinglrules,landlitimustlalsol
belregisteredlinithelWaterlregisterisolthatlallocationsicanibel
automaticallylcreditedtolthelaBaloflthelholderlofithel I ttlduring!
itsliterm.[Whenlthell ttlreacheslthelendldateloriginallyladvised!
tolthelWaterlregister,[theltermtransferlarrangements(arel
cancelledlandlthelwaterlsharelrevertsifullyitoltheloriginallowner,]
wholoncelagainireceiveslalllallocationsiagainstithelwaterlshare.

nSWiofferslalsimilarloptioniforlholderslofiwaterlaccessllicences.!
theltransactionlisicalled’altermitransferland’thelholderlofithe]
Wallcanltransferlititolanotheripersoniforlalsetiperiod. thel
minimumiperiod-forialtermitransferlisisiximonths.]

SUMMARy

Limited term transfers

e Alimited term transfer (LTT) is the process the owner of
a water entitlement uses to lease the water entitlement to
another person, for an agreed period of time.

¢ Alimited term transfer does not change who owns the
water entitlement, but during the period of the limited term
transfer, the seasonal allocations from the water entitlement
go to the person ‘leasing’ the water entitlement.

020 WaterltradingitoolKit

Carry over

Whilelnotlaltypeloftradeltransaction,lcarryloverlofiallocation]
islanlimportantltoolithatlcanlbelusediniconjunctioniwithiwater!
tradingltolmanagelwaterlavailabilityforirrigators.

CarryloverlhaslbeenlavailablelininSWiforlsomelyearslandiwas]
introducedinInortherniVictorialini2007/08.lalwaterlentitlement]
holderlcanichooseltolcarryloverisomelofithelallocationlavailablel
tolthemforluseloritradelinithelnextlseason.]

Beforelthelintroductionloflcarrylover [iflavailablelallocation]
werelnotlusedlor’traded thenithelunused allocationiwouldlbel
cancelledlat’thelendlofithelyear.]

Currently,lirrigatorslininorthernlVictorialandiSouthernInSWI
(generallsecuritylonly)icanlcarryloverl50%lofltheiriwater]
entitlements,lbutltheltotalloflwaterlcarriedloverifromithel
previousiseason,plusianynewlallocationlisllimitedltol000%!of]
theirlentitlementivolumelinianylseason.]

Carryloverlhaslhelped:tol‘smooth’Isomelofithelseasonall
fuctuationslinitradelpricesithat'werelpreviouslyexperienced,’
particularlylnearlthelendlofithelirrigationiseason. Carryloverlis]
seenlaslanlimportantioptionZfor’managingreliabilitylofiwater]
supplyCforlindividualslandlsupporting(trade.litthaslbecomelveryl
importantlinirecentlsevereldroughtlyearslasitprovidesianloption]
forllirrigatorsitolsecureltheirlearlylseasonlwaterneedsibeforel
seasonallallocationslhavelreachedlhighlenoughllevels.

eachlstatelmakeslrulesionlhowmuchlallocationlcanlbelcarried!
over,Jlandldetailsicanibelfoundlonlirrigationicorporationor]
statelwaterlagencylwebsites. iflyoularelplanningltolcarryloverll
allocation,[itlislimportantitolunderstanditheselrules.lininorthern!
Victorialyoulmaylneeditolensurelthatiwaterfislinlthelcorrect]
allocationlaccounts,landithatlthelvolumesarelwithinithellimits]
allowedforlcarrylover,lotherwiselallocationlthatiwasIplanneditol
belcarriedloverimaybelcancelled.lrecently,linlnSW, ]
water-sharing’plansihavelbeenlsuspendedliniresponseltolseverel
droughtlandicarryloveriruleslhavelbeenlamended.

SUMMARy

Carry over

e Carry over is water not used in an irrigation season that is
then carried over into the next season.

o Carry over acts as a risk management tool in times of
limited water availability.

e Irrigators can carry over 50% of their entitlements, but
carry over plus new allocation is limited to 100% of
entitlement volume in any irrigation season.



Trading rules

Principles for developing trading rules

tradinglruleslhavelbeenldevelopedlinlorderitolensurelthel
orderlyloperationlofiwaterimarkets.

thelissuesithattradinglruleslareldesigned-tolmanagelgenerally]
falllintolthelfollowinglcategories:

o ensuringithatlwaterIproductlbeinglsoldicanbelphysicallyl
delivereditolthelproposedibuyer;

o ensuringithatltradesidolnotlreducelthelunderlyinglreliabilitylof
waterlentitlements;land

o managingithelpotentiallenvironmentallimpactsiofitrade.

therelarelalsolalrangelofirulesithatlgovernithelprocessesiforl

undertakingltrades. theselrulesloftenicoverlissuesisuchlas:

o Wholcanlparticipatelinithelmarketlaslbuyerslandisellers.

¢ establishingithelidentitylofisellersl(andIbuyers).Ithislensures]
thatlthoselofferingiwaterlsharesloflallocationsiforisalelarel
thellegallownersloflthelproductsiandlentitledtolsellithem.l
exampleslofitheseltypeslofirulesiarelthel‘000IpointicheckIforl
sellersloflVictorianlwatershares,landlruleslonlwholmustlsign’
formsTforltradeloflallocation.

¢ Closingldatesiforiprocessinglofitradeslinleachlfnanciallyear.

o Feeslthatimustibelpaiditolvariousiwaterlauthoritiesitolcoverl
thelcostloflprocessingltradelapplications.

Trading zones

tradinglzoneslidentifylgeographiclareasiwhereltradelofiwater]
entitlementland/orlallocationIcanlgenerallyloccurlwithllittlelorinol
limitation.’theImostlimportantlcriterialfori/determininglatrading]
zonellislthatlthelmajoriwaterlproductslinithelzonelarelsourced!
fromlalcommon(supplylsystem/reservairs.]

tradinglzoneslarelalsimplelwaylofldescribinglalgeographiclareal
wherelalwaterltradelwithinlthelzonelisllikely’tolcomplylwithimost]
ofithelkeyitradinglrules.[thislallowslbuyersiandisellersitolagreel
onlproposeditradesiandlodgelapplicationsiforitradesiwithlathigh!
degreeloficonfdencelthatitheltradelisllikelytolbelapproved.Ithis]
shouldinotlbeltakenitolmeanithatlanyltradelwilllautomatically’
belapproved,’asitradinglzoneslarelmadelasilargelasipossiblel
tolcreatelthellargestlpossiblelmarkets.[tradelzonesimaylspan]
severallirrigationlareaslorlirrigationisupplylauthorities. ifltherel
arelannualllimitsioninettradelofiwaterentitlementsloutloflal
particularlarealwithinlaltradinglzone,lthenlanlapplicationltolselll
tolalbuyerlwithinlthelsamelzonelbutloutsidelthelsellerslirrigation]
arealorlsupplylauthoritylmayinot’belapprovedlifitheseltradingl
limitsthavelbeenlreached.

anlexampleloflaltradinglzonellinlVictorialislZonelDa, thelgreater]
goulburnizone.lalllthelwaterlentitlementslinithisizonelarelsourced]
fromlthelmajoristoragesionthelgoulburnlriver.l(i.e.[lakeleildon,’
goulburniWeirland!WarangalBasin)landiwaterlentitlementsland?
allocationscanibelreadilyldelivereditolnewlownerslinlthisizone.[
almaplofitheltradinglzonesIforlVictorialcanlbelfoundlonithell
Waterlregisteriwebsitelatiwww.waterregister.vic.gov.au.

SUMMARy

Trading zones

« Trading zones identify geographic areas where trade of
water entitlement and/or allocation can generally occur
with little or no limitation.

= The southern Murray-Darling Basin is an interconnected
system of major rivers, and there are a number of different
trading zones within this system. Trade is possible
between some of these connected zones and trading rules
describe the way in which water shares and allocations
can be traded from one zone to another.

» Trading rules for Victorian water entitlements and
allocations can be found at the Victorian Water
Register website.

 Information on trading rules for NSW entitlements is
provided at the NSW Department of Water and Energy
Water Register website.
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From Trading Zone

Zone | 1A |1B |1L |2A | 2B |3 4A |4C |5A | 6 6B |7 10A | 10B | 11 [ 12 |13 | 14

1A a a b b | b | Db b b b|b | b |b

1B b b b b b b b b b b

1L a a a b b | b | Db b b b|b | b | b

2A

2B a a

3 a a a a a a b b b b b b b b b
@l4a | b | b b|ala|b|b|b|lb|b|b|b|bl|obl|ob
ﬁ 4c b | b b a a|b|b|Db|b b b b | b | b |b
é‘ 5A b b b b b a b b b b b b b b b
;CI: 6 a a a a a a a a a a a a a a a
; 6B a a b a a a b a b b b b b b b
ol|7 a a a a a a b a a b b a a a a
-

10A a a a a a a a a a a a a a a a

10B a a a a a a a a a a a a a a a

11 a a a a a a b a a b b a a a a

12 a a a a a a b a a b b a a a a

13 b | b b|b|b|b|b|b|b b b b | b a | b

14 b b b b b b b b b b b b b b a

Figurel2:tradingrules’Summaryl(fromlVictorianltrading rules).

thelsouthernlMurray—darlingIBasinlislanlinterconnectedisystem]
ofimajorlrivers,landtherelarelalnumberlofldifferentltrading?
zoneslwithinithisisystem. tradelispossiblelbetweenisomelof]
theselconnected’zoneslandtradinglrulesidescribelthelwaylin]
whichlwatershareslandlallocationslcanlbeltradedIfromlonel
zoneltolanother.[Figurel3lshowslalmaplofitheltradinglzonesfor]
thelsouthernIMdB.

tradinglrulesiforlVictorianiwaterlentitlementslandlallocations]
canlbelfoundlatithelVictorianlWaterlregisteriwebsite.]
informationlonltradinglrulesiforilnSWlentitlementslisiprovided!
atlthelnSWIdepartmentlofilWaterlandlenergylWaterlregister]
websitelandlinlthelwatersharinglplansiforleachisystemiwhichl
arelalsolavailablelvialthelsamelwebsite.

irrigatorsiwholarelshareholderlcustomersiof.lnSWiprivatel

irrigationlcorporationsllikelMillwilllneedCtolapplyltoltheirisupplyl
corporationCforflapproval’tolanyltradeltransactions.Ithelirrigation]
corporationlcanlalsoladviselonlanylspeciallrulesithatimaylapply!

041 WaterltradingitoolKit

toltheseltrades. ifltheltradeloflentitlementloriallocationlinvolves]
tradelfromlalsellerlwithinlthelprivatelcorporation_tolalbuyer]
outsidelthelcorporation’sisupplylregion,ithenithelcorporation]
willlalsolneeditollodgelanlapplicationiwithinSWidepartmentlofl
Waterlandlenergy(forlentitlementitrades)loriStatelWaterl!
(forlallocationltrades)tolamendithelcorporation’sioveralllWallor]
WaterJallocationlaccount.

Figurel2lisianlextractltakenlfromItheltradinglrulesionlthel
VictorianiWaterlregisteriwebsitelandlitishowsltheltrading!
opportunitiesipossiblelforlVictorianlentitlementsiandZallocations.]
Waterlentitlementsicanltradelbetweenl‘from’land‘to’]zone]
combinationsldenotedibylanl‘a’lindicatingtheltradelislalways]
possible.lallocationsicanltradelbetweenl‘from’landl‘to’lzonel
combinationsldenotedibylani*a’l(alwayslpossible),lorlbetween]
combinationsidenotedibyl‘b’](backtrade), subjectltolanylimits!
onlbacktradeslthatimaylapply.‘thelfullitradinglruleslalsolcontain]
detailsloflotherlrulesithatlapplyltoitrades.]
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Figurel3:linterstate]Water tradingiZones.

Some important trading rules to know

BarmahIChokellimits

thelBarmahIChokelislalnaturallrestrictionlinithelriverMurray,]
formedIbymovementlofithelearth’slcrustlalonglalfaultlline.l
thelriver’MurrayldownstreamlofllakelHumelcanlhandlelfow]
ratesloflaround’25,000IM 1/daywithinlthelriverichannel.[thel
BarmahIChokelcanlonlylcopelwithlapproximately’8,0000M 1 /day’
(at’Barmah)lbeforelwaterispillsioutlofithelriverichannelland!
startsltolfoodlthroughithelBarmah/MillewalForest.linlmany]
years,/demandlforiwaterldownstreamlofithelChokelrequireslthel
riveritoloperatelatithisimaximumicapacitylforlextendediperiods]
throughout’thelirrigationiseason.lif waterlentitiementslissued?
abovelthelChokel(e.g.linlZonel6)lwereltraded downstream!tol
belowithelChokel(e.g.[tolZonel7),lthenthisiwouldlincreasel
theldemandforiwaterltolfowlthroughlthelChokelandiwould!
exacerbatelpotentiallsupplylrestrictionsiforlirrigatorslinithellowerl
Murray’system.[thereforelwaterlentitlementsicannotlbeltraded!
fromlabovelthelChokel(Zonel6)itolbelowlthelChokel(Zonel7).]

Important trading rules

» Water entitlements cannot be traded from above the

Barmah Choke (Zones 6 or 10) to below the Choke
(Zones 7 or 11).

« Transfer of a water share may be refused if the net volume
of water shares traded out of an irrigation area or district
in any fnancial year reaches 4% of the total volume of
water shares in that irrigation area or district.

= The Victorian trading rules for regulated systems allow
for backtrade of allocations from downstream systems to
upstream systems in some circumstances, e.g. from the
Murray system to the Goulburn system.
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Forlthelsamelreasons,allocationicaninotlusually’beltraded?
fromlupstream’toldownstreamiofithelChoke.lifltherelhaslbeen]
priorfallocationltradelfromIbelowlthelChokeltolabovelit,ithen]
anlequivalentivolumelofiallocationlcanlbeltradedldownstream!
throughlthelChoke,solthatltheloveralllsituationlinIregarditol
channellcapacitylconstraintslisinolworselthanlitlwouldlhavel
beenlbeforeltheltradesitooklplace.linlrecentllowlallocation]
years,ltheIMdBalhaslbeenlableltoldeterminelthatitherelwasinol
signifcantlrisklonlcapacitylrestrictionslonithelMurraylbecausel
oflthellowlvolumeslofiwaterlavailable,landlhaslannounced!
temporarylliftinglofithellimitsionlallocationltradelthroughlthel
Chokelinlpartlorlalllofiparticularlyears.

4%limitlonltradesloutoflirrigationfareas

thelVictorianltradinglruleslincludelalprovision(that’altransferll
oflalwaterisharelmayZbelrefusedlifithelnetivolumelofiwater]
shares(tradedlout’oflanlirrigationJarealinlanylfnanciallyearl
reachesl4%loftheltotallvolumeloflwaterishareslinithatl]
irrigationarea.ltherelarelseparatel4%!limitsiforlhighlandl
lowlreliabilitylwaterishares.

nSWIirrigationlcompaniesZalsolapplylsimilari4%limitsionthel
volumelofiwaterlentitlements(that'can(transferloutlofitheir]
districtlinJanylyear.

therelarelnolsimilarllimitsionithelvolumeloflwaterisharesisold]
bylriveridiverterslinlVictorialorinSW.

inlJulyl2008,thelCouncilloflaustralianigovernmentsiagreed!
tolexploreloptions.forlincreasingithel4%iltradellimitsitol
facilitatelmorelopen(trade.linlJunel2009,[thelVictorianland]
Commonwealthlgovernmentsireachedlagreementlonlalrangelofl
measureslinlorder{tofacilitatelthe]Commonwealthlgovernment’s]
$3.00billionlbuybacklofiwaterlentitlementsiforlthelenvironment.]
thelkeylaspectslofithislagreementlinclude:

<] thelCommonwealthIgovernmenticanlpurchaselupltoll
3001g lloflwaterlentitlementsloverithelfvelyearsifroml
2008/09,loverlandlabovelanylpurchasesipossiblelunderithel
current’4%annual’tradellimits;
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<] therelwilllbelgreaterico-ordinationlofCommonwealth!
purchasesiwithithelnorthernlVictorianlirrigation]
ModernisationIProject;land
<] Victorialwilllbeginltolphaseloutithel4%]limitlonInetltradeslofl
waterlsharesloutloflirrigationdistrictsifromIJulyl200C, lwithlal
viewltolremoving(thelcaplentirelylbyl2004.
informationon(thelvolumelofiwaterisharestraded outlofleach!
VictorianlirrigationlarealisiavailablelfromlthelVictorian]Waterl
registerlwebsite.InSWIirrigationlcompanywebsitesiwilllalsol
usuallylprovidelinformationloniwhetherlthel4%llimitthaslbeenl
reachedlfortheirldistricts.

00%Inonlwaterluserlimitsi(Victorialonly)

WhenlthelVictorianigovernmentlproposedlthelseparationlof]
waterlandllandlinlalgreenlPaperlini2003,lirrigationicommunities]
raisedlalnumberloficoncernslaboutlthelriskslofispeculationin]
waterimarkets.Jthelgovernmentirespondeditoltheselconcerns]
bylintroducinglald0%!limitlonithelvolumelofiwaterishareslinlanyl
system(thatlcouldlbelownedbylnon-irrigators.

Forlthelpurposeslofithisirule,’alsystemlisidefnedlatlthelriver]
basinllevel,landtheltest forlownershiplbylanlirrigatorlisivial
thellinkageloflthelwaterlshareltolalwaterlusellicence.lthis]
means(thatlupitol00%of thelwaterishareslinithelgoulburn!
systemi(ZonesOa, 0Bland!3)lorlthelMurraylsystemi(Zonesl6,]
6BlandI7)lorlthelBrokenlsystemi(Zones[2alandi2B),letc,Icanlbel
heldiwithoutlbeinglassociatediwithlalWaterlUsellicence.Ithis]
categorylisialsolcalledlnon-waterluser(nWU)llimits.

Followinglalreviewloflthelnon-waterluserllimits,lthelVictorian!
governmentlannouncedlin]May(2009!thatlit'willlamendithel
legislationltolremovelthel00%!limitloniwater(that'canlbelheld]
withoutlbeinglassociatediwithlland.ltheselchangeslarelplanned]
tolbelinlplacelbylthelendlofloctoberl2009.

informationlonZthelvolumelofiwaterlshareslinithelnon-waterluser]
limitsicanlbelfoundionithelVictorianiWaterlregisteriwebsite.



Backtrades

thelVictoriantradinglrulesiforlregulated’systemslallowfor]
backtradeloflallocationsIfromidownstreamisystems tolupstream
systemslinisomelcircumstances.[thelmostlsignifcantbacktradel
opportunitylisifromithelMurraylsystem(tolthelgoulburnisystem,!
butlotherlbacktradelopportunitiesicanlarise./thelMurrayltol
goulburnZbacktradelislexplainedibelowlaslanlexample,lbut!
similarlprincipleslapply(forlotherIbacktradelopportunities.

BacktradelisIpossiblelasialresultiofidownstreamitradelfroml
thelgoulburnisystemltolthelMurray.loverlalnumberlofiyears,]
goulburniwaterlentitlementslhavelbeenlpermanentlyitradedlintol
thelMurraylsystemlunderlexchangelrateltradinglarrangements.]
Whenlseasonallallocationslarelmadelforithelgoulburnisystem,]
waterlislallocatedlagainstitheselgoulburnisystemlentitlements]
that’havelbeenltradedlintolthelMurray.Ithelwaterlisitrackedvial
thelgoulburniValleylaccount.[thislaccountlrepresentsiwaterlheld!
inlthelgoulburnisystemistoragesiforreleaseltolthelMurray.]

otherlactionsithatlcanlincreaselthelavailablelbalancelinlthe]
goulburnValleylaccountlincludelallocationtradelfromithel
goulburnltolthelMurraylandiwaterigeneratedthroughiwater!
savings(projectslundertakenlinithelgoulburnisystemZasIpartof]
thelSnowylorllivingIMurraylprograms.[

ifthelMurraylsystemloperatoricallsiforiwateritolbelreleasedlfrom!
thelgoulburnitolthelMurrayltolhelpimeetidemands,thelaccount]
islreducedlaccordingly./When(therelislalpositivelbalancelinithel
goulburnZValleylaccount,lallocationlcanlbe traded‘back’ifroml
thelMurrayltolthelgoulburn.Jthelaccountlisireduceditolrefect]
theselbacktradeslandithelwaterlthatlwouldZhavelbeenlreleased!
tolthelMurraylislinsteadlredirectedlintolthelgoulburnisysteml
tolcoverlthelbacktradedivolumes.IthelgoulburniValleylaccount]
(andlotherlsimilarlinter-valleylaccounts)lusesicontinuous]
accounting,lsolthat’anylbalancelinithelaccountlatithelendloflthel
waterlyearlcarriesioveritolbecomelthelopeninglbalancelforithel
nextlwaterlyear.

detailslonithelvolumeslofivariouslallocationlbacktradel
opportunitiesiarelavailablelonlthelVictorian’Waterlregisteriwebsite.

SimilarlbacktradelopportunitiesicanlariselinlnSW,Iforlexamplel
fromitheMurray(toltheIMurrumbidgeelsystem.[StatelWaterlcan]
provideladvicelonithelrulesiforlbacktradelandlanylimitsithat]

maylapply.

MaximumlholdingZlimits

inlVictoria,lallocationsicanlcurrentlylonlylbelpurchasedlbyl
holdersloflalwaterlusellicencel(orlbylthelenvironmentallmanager!
orlurbanlwater corporation).ladditionally,lirrigatorsicanlonlylhold!
almaximumlofitwicelthelannuallusellimitispecifedlinithelwater]
usellicencelforithelpropertyl(i.e.”200%]of thelmaximumiwater]
volumelthaticanlbelapplieditolthelproperty).ithislisicalledithel
holdinglimit.

Similarly,‘thelvolumeloflwaterisharesithaticanlbelassociated!
withlalpropertyZcannotlbelmorelthanltwicelthelannuallusellimit]
forlthelproperty.

taggediwaterltrading

Waterlentitlementsihavelalnumberloflattributes,lor]
characteristics.lonelofithelimportantlattributesioflanlentitiement]
islitsIsourceltrading’zone.Ithisldefnesithelreservoirsiorisupply?
systemithatlthelentitlementloriginatesifromlandiwherelthel
allocationslarelstoredluntillreleasedforluse.lthelsourceloflal
waterlentitlementldoesinotichangeliflitlisitradedltolalnewlownerl
orlnewllocation.]

ifithelentitlementlisitradedlintola’differentltradinglzonelor]
system,litiwilllbel‘tagged’Isolthatthelavailablelallocationsfrom]
thelentitlementicanlbeldeliveredforluselatithelnewllocation.]
tagginglcanlbelrequirediforlinter-systemitradesiwithinlthelsamel
statelandlislusuallyldonelautomaticallylasipartlofltheltrade]
approval.[iflanlinterstatelentitlementitradelislinvolved,lyoulmay!
need’tolapply tolyourllocallwaterlsupplylcorporationltolestablish’
theltagginglarrangements(tolenablelthelinterstatelallocations(tol
beldelivereditolthelnewllocation.

Watertrading’toolKit] 07



5. Conducting a trade

There are different processes involved for each type of trade transaction. Also, each state has

different processes and application forms. If you are not sure what to do, the frst step in planning

a water trade is to contact your water supplier to check the arrangements that apply to the type

of trade you are considering. Alternatively, water corporations and state water management

departments provide information on trade processes and requirements on their websites.

nSWiprivatelirrigationlcorporationicustomersimaylalsolneed
tolcheckiwithitheirlsupplylcorporationitoldeterminelwhatl
approvalslandlapplicationslarelnecessarylforlanyltradeltheyll
may(belconsidering.

iffyoularelintending’toluselalwaterlbrokerltolconductlyourltrade,]
theylshouldbelableltoladviselyoulonlthelprocesseslyoulwilll
need’tolfollow.

SUMMARy

Conducting a trade

« There are different processes involved for each type of
water trade transaction.

« If you are not sure what to do, the frst step in planning
a water trade is to contact your water supplier to check
the arrangements that apply to the type of trade you are
considering.

< In order to ensure your trade is approved as quickly as
possible, you should ensure that all required information
is provided and lodged with the approval authority.

{8l WaterltradingitoolKit

Transfer of a water entitlement

inlVictoria,lalllapplicationstforitransferiofiwaterlentitlements]
mustlfrstlbelassessedlandlapprovedibylthelappropriatelwater?
corporations.lonceltheltransferlhaslbeenlapprovedlandithel
buyerlandlsellerlhavelsettled thelsaleltransaction,(thelchangelof]
ownershiplmustlbeladviseditolthe]Waterlregistrarlsolthelchangel
oflownershipicanlbelrecordedlinlthelVictorianlWaterlregister.

inInSW,Iwaterlentitlementltrades(thatlinvolvelalchangelinlthel
locationlwherelthelwateriwilllbelextractedlrequirelapprovall
fromltheldepartmentlof\Waterlandlenergyl(someltransfersiofl
ownershipimayinotirequireldWelapprovali~IicheckiwithidWel
orlyouriwaterlbrokerltolconfrm)..onceltheltransferlhasibeenl
approvedlbyldWelandlthelbuyerlandlsellerlhavelsettledithelsalel
transaction,ltheldepartmentlofllandsimustlbeladvisedloflthel
changeloflownershiplsoliticanlbelrecordedlinithelnSWiwater!
accessllicencelregister.

iflyoularelalcustomerloflonelofithelnSWiprivatelirrigation]
corporations,lyoulwilllalsolneedlapprovallfromiyouriwater]
supplierZforlalwateritrade.lContactlyourlwaterlcorporationltol
confrmitheirlrequirements.

if theltradelislanlinterstatelentitlementitransfer,lyoulmaylalsol
needitolsubmitlanlapplicationCtolhavelthelallocationsIfromthel
interstatelentitlementitaggediforideliveryltolyouriproperty.




Allocation trade

inlVictoria,lapplicationslforlallocationltradeslarelmadeltolthe]
seller’siwaterlcorporation.linlnSW, StatelWaterIprocessesl
allocationltradelapplications.

iflyoularelalcustomerloflalnSWiprivatelirrigationlcorporation,]
anlapplicationforlanlallocationtradelmustbellodgediwithl
yourlsupplylcorporationlonitheiriform.lifltheltradelinvolvesial
transferloflallocationtolalbuyerloutsidelthelcorporation’sisupply?
area,lthenlthelcorporationiwillimakelthelnecessaryladditionall
applicationltolStatelWaterCforltheltransferlfromithelcorporation’s]
overalllwaterfallocation’accountitolthelbuyer.

itlislimportantitolensurelthat’allltheldetailsIforltheltradelarel
accuratelandithelfnanciallarrangementslarelclearlandlagreed!
bylalllparties, becauselonceltheltradelislapproved,ithelallocation]
willlbelmovedtolthelbuyer’siwaterlallocationlaccount.]

Interstate allocation trades

interstatelallocationltradeslarelsimilarltoltradesiwithinlalstate,!
butltheyImustibelprocessedlandlrecordedibylbothistates]
involvedlinitheltrade.linlsummary,lthelkeylstepsiforlinterstatel
allocationltradelare:

o allocationtradelformsimustlbelcompletedforibothlthel
buyer’slandithelseller’slstate.
o Submissionloflapplications:
— seller’sfee,lseller’sloriginallform,lcopyloflbuyer’siforml
mustbelsubmittedltolthelseller’slauthority
— buyer’s(fee,lbuyer’sloriginaliform,icopylofiseller’siforml
mustlbelsubmittedltolthelbuyer’slauthority.
o approvalitimesicanlbellongerithanforlalwithinlstatel
allocationltradelas(therelareltwolauthoritiesland’twolseparate]
systemslinvolved.

Important issues for
trade applications

inlorderltolensurelyourltradelislapprovedasiquicklylasipossible,]
youlshouldlensurelthatlallirequiredlinformationlisprovidedland!
lodgedwith(thelapprovallauthority..Somelissueslyoulshould!
checklinclude:

o Havelyoulusedithelcorrectiformiforithelparticularitransactionl
youlwishZtolundertakelandislitlfaccompaniedbylthelcurrent]
applicationifee?

o Havelyoulcheckedltheltradinglrulestolensurelthatltheltradel
islfeasible?

o Havelallithelownersloritheirlauthorisedlrepresentatives]
signedithelforms?

o arelthelbuyerslaccuratelylidentifedlandihaveltheylsignedithel
formsl(ifirequired)?

o isfallithelrequiredlinformationlaccuratelylcompleted?!
incompletelformsicannotlbelapprovediandimaybelrefusedior!
returneditolthelapplicant.

o dolyoulneedlapprovallfromipartiesiwithlalregisteredlinterest]
(e.g.Imortgagelholders)linlalwaterentitiementlbeforelthel
ownershiploflthelentitlementicanlbeltransferred?

o areltherelanyloutstandinglchargeslowedtolthelseller’siwater]
corporationlthatimaylprevent(theltradelbeinglapproved?

o iflyoularelapplyinglforlaitradelofiwaterlentitlementidolyoul
understandiwhatiwilllhappenitolallocationslalreadylmadel
againstlthelentitlementlandlareltherelanyladditionallallocationl
tradelapplicationslrequiredtolimplementithelbuyer’sland!
seller’slintentions?
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Using a water broker

therelarelalrangelofloptionsiforiarranginglalwater’trade. thel
keyloptionslarelprivateltradesioritradeslarranged throughlal
waterlbroker.]

Private trades

Privateltradeslarelarrangedidirectlylbetweenithelbuyerlandl
sellerlandlthelnecessarylapplicationslarellodgedwithithelwaterl
authoritiesCfollowinglthelprocessesidescribedlabove.

Water brokers

Waterlbrokerslhavelemergeditolhelpimeetithelneedsloflbuyers]
andlsellers.[Privatetradesican(tenditolbellimitedtollocallareas]
orldirectIfarminglassociates.Brokersicanlprovidelalusefull
servicelofimatchinglbuyerslandisellersifromiacrosslallarger!
geographiclarea.ltheylcanlalsolprovidelserviceslinlrelationltol
thelpreparationlandllodgementloflapplicationsiforitradesland!
liaisonlwithlvariousiwaterlauthorities.

therelareltwolmainiformslofiwaterlbrokinglservices.Itherelarelll
alrangeloflbrokersiwhollistlparcelslofiwaterlthatlirrigatorsiwishl
tolbuylorlselllandithenimatchitheselbuyersiorisellers,Imuch]
inlthelway(thatlalreallestatelagentiwilllmatchluplbuyersland!
sellersloflproperties.lalnumberloflwaterlbrokerslalsolofferltheir]
serviceslonlineloverlthelinternetiwhichlcanlbelalconvenient!
option.TtheselbrokeriwebsitesIcanalsolbelalvaluablelsourcelof]
tradelinformation.

thelotherlmainiformlofiwaterlbrokinglservicelislthelwater]
exchangelmodel,fwherelbuyeriandiselleribidslarelplacedlintol
alweeklylpoollandal‘poollprice Tislstrucklthatlestablishes]
thelmarketlpricelthatlappliesitolallltradesithatloccurlonlthatl
exchangelday.]Watermovelisiprobablylthelbest’knownlexamplel
oflthisitypelofipoolediexchangeltrading.

201 WaterltradingitoolKit

SUMMARy

Using a water broker

= Water brokers can provide a useful service of matching
buyers and sellers across a larger geographic area. They
can also provide services in relation to preparing and
lodging applications for trades and liaison with various
water authorities.

« There are no special laws or regulations applying to Water
Brokers, but they are subject to the general fair trading
laws that apply to businesses in all states.

« The Australian Competition and Consumer Commission
(ACCC) has recently developed three useful brochures to
help irrigators and water brokers understand their rights
and obligations — these can be found on the ACCC website
WWW.accc.gov.au.

Working with brokers

allocationitradeslandltransfersiofiwaterisharesicanlbelhighl
valueltransactionsiwithlsignifcantlbeneftsiforifarmlbusinesses.]
aslwithlanylimportantlbusinesstransaction, therelarelrisksl
anditradersineed tolunderstandiwhatltheylarelcommittinglto!
asleitherlalbuyerlorisellerloflallocationlorlwaterishare.lYoul
shouldZensurelyoulunderstandiwhatiwilllhappenlifiyouritradelis]
approved,fandialsolwhatlhappenslinitheleventithatlyourltradelis]
notlapprovedbylthelrelevantiwaterlauthorities.]

therelarelnolspecialllawslorlregulationsiapplying_tolwater]
brokers,lbutltheylarelsubjectitolthelgeneralifairitradingllaws]
thatlapplyltolbusinesseslinalllstates.[thelaustralian]Competition!
andIConsumeriCommissionl(aCCC)lhaslrecentlyldeveloped!
threelusefullbrochuresitolhelplirrigatorslandiwaterbrokers]
understanditheirlrightslandlobligations.Itheselcanlbelfoundionl
thelaCCClwebsitelat’www.accc.gov.au/content/index.phtml/
itemid/849206. thissitelalsolprovideslusefullinformationland]
tipslon’how!toselect’alwaterlbroker,landlwhatlactionlyoulcan]
takeliflyoulexperiencelproblemslinlyourldealingsiwithlalbrokerl
orlwithlanlexchange.

Finding a water broker

therelarelalrangeloflwaterlbrokersloperatinglacrossinorthern]
Victoria,lsoutherninSWlandiSalthatlcanlhelplirrigatorsiwithl
waterltrading.

Mostlwillladvertiselinllocalimedialandifarminglpublications.]
Waterlbrokersicanlalsolbelfoundlistedlin’thelYellowIPages.]
loweriMurraylWaterfalsolpublisheslallistlofiwaterlbrokersion!
theirlwebsitelatiwww.Imw.vic.gov.au.



How do | set a price
to buy or sell water?

determininglwhatlislal‘fairimarketiprice Tforlwaterltradeslisal
complexlandidiffcultichallenge,landltherelisinolsimplelanswer.

asiwithlbuyinglorisellinglanylproductloricommoditylwherel
thelvaluelvariesioverltime,linformationlonlpricespaidland?
volumestradinglinithemarketlarelanlimportantlaidlinlhelping(tol
determinelanlappropriatelprice.

Statelwaterimanagementldepartmentslarelincreasingly’
providinglallargelamountloflinformationloniwateritrading,]
includinglvolumelandlpricelinformationiforlbothiwater!
entitlementlandlallocation’trades.]Waterlbrokeriwebsiteslcan]
alsolbelusefullsourcesioflinformation.lappendix(2iprovides]
detailsloflalrangelofiwebsites(thaticanlprovideldataltolhelp!
understandlandimonitoriwaterImarkets.

transfersiofiwaterlentitlementslarelallong-termlinvestmentlinlal
waterJaccesslentitlement,Jandthelvaluelofltheselentitlementslis]
largelylhasedlonllong-termIfnanciallplanningiconsiderationsifor]
thelbusiness.[thislcouldlincludelquestionsisuchlas:

o Whatlislthelreliabilityloflthelwaterlentitlementlandlhowmuchl
waterlallocationicanlilexpectitolreceivelfromlonlaverage?

o WhatladditionallproductionwilllthelwaterentitlementIsupport,]
andiwhatlislthelvaluelof’thislproductionltolthelproftabilitylofl
thelbusiness?

o WhatlpaybackiperiodlisiappropriateIforipurchasinglthisltypel
offbusinesslasset?

o HowImuchlarelotherlbuyersicurrentlylpayinglforithesel
entitlements?

o WhatlotherloptionslarelavailablelforigrowingImylbusiness!
andlhowldoeslpurchaseloflwaterisharesicomparelwithlthesel
alternatives?

aslalgenerallrulelpriceslforiwaterlentitlementsitenditolbel

lesslvolatileTthanTforfallocation(trades, butigenerallyltheylarel
alsignifcantlinvestmentlandineedicarefullconsideration.las]
withlotherimajorlinvestments,lyoulmaylalsolwishltolseek]
professionalladvicelonithelfnanciallimplicationslofialwaterl
entitlementJpurchase.

Signifcantivolumeslofiallocationareltradedleachlyearlinlthel
majorimarketslwithinltheJsouthernIMdB,Jandltherelislalwealthl
ofldatalavailablel(referlappendix(2iforiwebsites).]

SUMMARy

Setting a price for water

« Determining what is a ‘fair market price’ for water trades
is a complex and diffcult challenge, and there is no
simple answer.

» State water management departments and water broker
websites can also be useful sources of information on
volume and price information for both water entitlement
and allocation trades.

» As with other major fnancial decisions, you may also wish
to seek professional advice on the pricing and fnancial
implications of a water sale or purchase.

WaterlallocationlpricesicanivarylmarkedlylfromIseasonltol
seasonlandlwithinlalparticularlseason.litlislincorrectltolassumel
thatlbecauselallocationltradedlatlalparticularipricellastlyear,]
it'willltradelatlthelsamelpricelthislyear.lallocationitradelprices]
refectthelrangeloflissuesithatlaffectifarmidecision-making.l
tradersiconsiderlalnumberlofimattersiwhenldeterminingZhowl
muchltheylshouldlofferltolbuyloriselllallocations,lincluding:

o seasonallallocationicomparediwithlpreviousiseasons;]

o waterluselinlcurrentlseasonicomparediwithlprevious!
seasons;]

o grossimarginslortlikelylreturnsithatlyoulorlotherlpotentiall
tradersicouldIreceivelfromlusinglthelwater;]

o costloflalternatives.l(e.g.[dairylfarmersibuyinglfeed!
supplements);[

o priceslpaidiforiwaterlinitheltrader'slregionland/orltrading]
zone;[

o priceslpaidIforiwaterlinlotherlregionsianditradinglzones;[

o priceltrendsIforipreviousiseasons,lparticularlyliniregardrtol
pricelchangeslatithelopeninglofithellirrigationiseasonland!
towardslthelendlofithelseason;land!

o volumeslavailablelforisalelorIpurchaselinlthelregionland/orl
tradingzone.l

again,lprofessionalladvicelfromlanotherpartyimaybelof]

assistancelinlestablishinglbuylorlselllpricesiforlallocationltrades.
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Historic information
on water trading

allocationitradelisitheImostlestablishedltypelofitradelinithel
Basin,landitherelisiquitelaldealloflinformationavailable.lFor]
example,IFigurel4Ishowslthelvolumesloflallocationltradelind
northernlVictorialsinceltrade waslintroducedlinl0990.[this]
graphlhighlightsithelsteadyltrendlinigrowthloflannuallallocation!
tradelvolumesisincel1994/95.IFigurel5lprovidesiallocationltradel
datalforltheInSWIMurraylsystem.

informationonlpricespaidJforiwaterltradesisinow(starting]
tolbelcollectediforfallltrades,landIstatelgovernmentiwater!
managementldepartmentiwebsitesiandiwaterlentitlement!
registeriwebsitesinowlprovidelreadylsourcesiofidatalonitradel
prices.]
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Figurel4:lannuallvolumeslofallocation’tradelin’northern’Victorial
(temporary’trade).
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Figurel5:lannualivolumes’ofiallocationltradelininSWiregulated!
Murrayl(temporaryitrade).
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Similarlinformationlon(tradeliniwaterlentitlementslisnotlas]
readilylavailablelanditicanlbelmoreldiffcultitolinterpret’dueltol
reformsiwhichlhavelchangedithelnaturelofithel‘product’Iforisalel
andlprogressivelytfreedluplentitiementltrade.[thelseparationlof]
waterlfromIland,lwhichlhasloccurredZatldifferentitimeslinleachl
state,lislanlexamplelofitheseltypesiofireforms.

goulburn-MurrayWaterlcustomers’havelbeenlactivelinlwater]
entitlement(tradinglforisomelyearsiandig-MWIhasimonitored!
andlreportedinformationlonltradinglactivity(seelFiguresI5]
andl6).]MurraylirrigationJlimitedlalsoltrackslandipublishesidatal
onitransfersioflwaterlentitlementsibetweeniMillcustomers
(seelFiguresli6landl?).
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FigureZ6:lannualltransfersiofiwaterlentitlements forgoulburn-
Murray’Waterl(permanentitrade).
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Figurel7:linternallpermanent’transfersifor’Murraylirrigation.



tablel3Ishowslthelnetimovementlofiwaterlentitlementltradelfor’
individuallirrigationlareasiwithinlg-MWIlover(thelsamelperiod..
it'shouldlbelnoted!thatitheldatalprovidedirelatesitolvolumesiofi
highlreliabilitylWaterlIrights/diversionIlicences.lUpluntilthel
endlofl2006/07 [prioritolthelunbundlinglofiwaterlentitlementslini
northerniVictoria,lthellowlreliabilitylSaleslproductiwas ‘attached
tolwaterrightslandithelrightitolaccessisalesimovediwithlthel
permanentitradeloflalwaterlrightlorldiversionilicence.

Furtherlinformationlonlvolumeslandlpricesiforiwaterltrades
canlalsolbelfoundloniwaterlbrokerlandiwaterlexchangel
websites.lappendixI2[providesladdresseslofisomelwebsitesll
thatimay(beloflassistance.

tablel3:Inet!Waterlentitlementltradelforig-MW.

irrigationlarea Cumulativelnet! | Change
entitlement]
tradel0990/921
t012006/071
(Permanentitrade)
Shepparton -07,054 -9.3%
Centrallgoulburn -35,306 -9.0%
rochester -90,45 -4.8%
Campaspe -0,300 -6.2%
Pyramid-Boort -40,520 -06.5%
MurrayValley -0,675 -0.6%
torrumbarry -50,284 -02.4%
goulburnlSystemldiversions -4,078 -3.8%
Murray[Systemldiversions -9,403 -8.2%

6. Summary

Water trade has become a vital tool to
assist irrigators in managing their farm
businesses. As water availability responds
to drought and climate change, trade will
become increasingly important in enabling
the available water to be redistributed
through water markets.

governmentslatlthelstatelandlfederalllevellarelalsolawarel
ofithelimportancelofiwaterltradelandlarelcommitteditol
expandinglandlimprovingltradelopportunities.

Furtherldevelopmentlofitradelwilllcontinueltoloffermorel
choicelandifexibilityltollirrigatorslinihowltheylcanluseltradel
aslpartlofitheirifarmIimanagement.lasithelnumberlofitradel
optionslincrease, thelchoicesifacinglfarmersiwilllbecomel
morelcomplex.

Waterltradeslareloftenlhighlvalueltransactions.itolmakelthel
mostlofitheselopportunities,irrigatorsineedltolmakelsurel
theylunderstanditheltradinglsystemslandlrules.lthelterms]
andiconditionsloflanyltradingltransactionlalsolneeditolbel
cleartolallithelpartieslinvolved.laslwithlanylimportantifarmi
decision,Icarefullinvestigationlandiplanning,isupportedby’
professionalladvicelifinecessary, canihelplensurelthatiwater]
tradingladds(thelmaximumivalueltolyourlfarmibusiness.
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Appendix 1:

Glossary of terms for water trading

In Victorian regulated water systems

10% Non-water user limit [

thelproportionlofitheltotallvolumeloflwaterishareslinleachiwaterisupplylsystemithaticanlbelheldlas]
unassociatediwaterlsharesl(seelalsolunassociatediwaterlsharesibelow).]
inlMay[2009(thelVictorianlgovernmentlannouncedlitiwilllremovelthel00%Inon-waterluserllimit.]

4% Trade-out limitl

allimitlonlthelannualinetitradelofithelvolumelofiwaterisharesloutloflanlirrigationldistrict.T
thel4%limitlforleachlirrigationlarealisideterminedionllJulylatlthelstartlofleachiwaterlyear.l
thel4%limitiwilllbeginltolphaseloutlfromlJulyl2000,iwithlalviewltolremovinglitlbyl2004.

Allocation bank account!]

allocationsimadelthroughoutithelirrigationlseasonlarelcreditedtolthelallocation’banklaccount’(aBa)lof]
eachlwaterishareholder.[thelbalanceloflanlaBalis thelamountloflwaterlavailableltolthelownerlofithel
associatedwaterlsharelforlthelcurrentlseason.]

Allocations]

alpercentagelofithelwaterlsharelvolumelthatlislactuallylavailableltolwaterisharelholderslinlalgiven]
waterlsystemlduringlalgivenlirrigationlseason.l
allocationslinleachlwaterlsystemlarelsetlbylthelmanaginglauthoritylatlintervalsithroughoutlthelirrigation]
seasonlafterlassessmentloflthelavailablelwaterlresources.]

Annual use limitl

thelmaximumivolumelofiwaterlthatlinlanyl02-monthlperiodimayibelapplieditolthellandispecifedlinial
water-usellicenceloriwater-uselregistration.]

Declared water system]

alwaterlsystemlthat’haslbeenldeclaredlinlaccordancelwithlsectionl6alofithelWaterlactl1989.1I
Waterlrightslanditake-and-usellicenceslinideclarediwaterlsystemslhavelbeeniconvertedlintol!
unbundledlentitlements.]

Delivery sharel

anlentitlementitolhavelwaterldelivereditollandlinlanlirrigationldistrictlandla’sharelofithelavailablel
waterlfowlinlaldeliverylsystem.

Delivery system!]

thelsystemiforitheldeliverylofiwaterIforlirrigation.[thisimeanslanlirrigationldistrictlor,forlprivatel
diverters,lalriverireachlonlalregulatediriver.]

Extraction sharel

alsharel(inltermsloflunitivolumelperlunitlofitime)lofitheltotallamountiofiwaterithaticanlbeldrawnfromial
waterlsystemlatlalcertainlpoint.[

High-reliability water sharel

alwaterlsharelagainstiwhichlseasonallallocationsimadelaslalfrstlpriority.-High-reliabilitylwater-shares!
arelexpectedltolreachlD00%allocationslin195lyearsloutlofl100](basedlonlrepeatthistoriclinfowslover]
thel000-yearlperiodtol1994/95).

Irrigation areal

algeographiclarealwithidefnedlboundariesiwithinlwhichiwaterlisIdistributedforlirrigationlusing?
infrastructurelownedlandloperatedibylalwaterlauthority.]

Limited term transferl

theltransferloflalrightltolfuturelallocationsiunderlialwaterisharelforlallimitediperiodl(lease)ltolthelowner]
orloccupierlofllandispecifedlinfalwater-usellicencelorregistration.]

Low-reliability water sharel

alwaterisharelwithlalrelativelyZlowlreliabilitylofisupply.lininortherniVictoria,ltheselsharesiwilllbeloflthel
availablelwaterlonceltherelislenoughiwateritolmeetlhigher-reliabilitylwaterIshareslinlthelcurrentlyear,]
and,lwithminimumlinfows,ltolmeethigher-reliabilitylwaterlshareslinithelfollowinglyear.]

Regulated water system]

alwaterlsystemiwherelthelfowlofithelriverlisiregulatedthroughltheloperationlofimajoristoragesior]
weirsltolsecurelwaterlsupplies]

Reliability

Waterlshareslarelclassedlaccordingltoltheirlreliability, whichliside fnedibyithefrequencyiwithiwhichl
fulllseasonallallocationslarelexpecteditolbelavailable.IMostiwaterishareslarelclassifedlasleitherlhigh-
reliabilitylorllow-reliabilitylwaterlshares.]

Trading zonel

aldefnedlarealwithiniwhichltradelbetweenlusersicanlalwaysloccur,lorlcanlalwaysloccurlsubjectitolal
fewlsetlconditions. tradelbetweenitrading’zonesimaylinisomelcaseslalsolbelpossiblelsubjectitolthel
conditionsidefnedlintheltradinglrules.]

Trading zone sourcel

theltradinglzonelthatldeterminesiwherelthelwaterlsharelandlallocationicanibeltradedlandiwherelthel
allocationicanibelused.]
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Trading zone usel

theltradinglzonelwherelthelallocationlislused.(CanlbeldifferentltoltradinglZonelSourcelunderlaltaggingl
regimelinlregulatedisystems.]

Unassociated water sharel

Waterlsharesiwhoselownerldoesinotlalsolownlorloccupyllandicoveredibylalwater-usellicenceland]
nominatedforithelwaterlallocationluse.ltheselwaterishareslarelheldlindependentlylfromiland.]

Unbundlingl

thelconversionloflalprioriwaterlrightloritake-and-usellicencelinlaldeclarediwaterisystemlintoithreel
separatelentitlementslbeing:

<] alwaterlshare;
<[ aldeliverylsharelorlextractionishare;land!
=] alwater-usellicence.

Unregulated water-system!

alriverlsystemiwhereInolmajoridamsioriweirlstructuresihavelbeenlbuilt’tolassistlinlthelsupplylor]
extractionlofiwater.[

Water allocation tradel

theltransferloflalvolumeloflallocationlavailablelinithelcurrentlyear.]

Water corporation]

ChargediwithIsupplyingiwaterltoltownspeople,IfarmerslandlotherlwateriuserslacrossiVictorialforl

urban,lindustriallandicommercialluse.Jtheyladministeritheldiversionloflwater fromiwaterwaysland

thelextractionlofigroundwater. thelauthoritylmustiprovidelthelservicelofldeliveringlwater(tolthell

ownerlorloccupierlofleachiservicedlpropertylinlitslirrigationldistrictlatithelvolumeslandiforithell

periodsideterminedibylthelauthority.[thelfunctionsloflalwaterlauthoritylinlrelationltoltheirlirrigation’

districtlinclude:

<[ providing,Imanaginglandioperatinglsystems[for’theldeliverylofiwater;]

] identifyingicommunitylneedsirelateditolirrigation,ldrainage,Isalinitylmitigation;[

<] planningforifuturelneedsloflithelcommunitylrelatingltoltheselmatters;land

<[ developinglandlimplementinglprograms.forlimprovediirrigationlandldrainagelandlsalinitylmitigation!
practicesltogetheriwithlthelfunctionloflinvestigatinglanylmattersirelatedtoltheselfunctions.l

Water sharel

allegallylrecognised,’securelsharelofithelwaterlavailablelforluselinlalde fnediwaterlsystem.lalwater]
sharelisispecifediasialmaximumivolumelofiseasonallallocationithatimaylbelmadelagainstithatishare.l
Waterlsharesimay belhigh-reliabilitylorllow-reliability?

Water share transfer]

theltransferloflownershiplofialwater’share(notelthat’thelwaterlallocationslalready’grantedidolnot]
transferfandltheltransferlislabsolute.)!

Source: The Victorian Water Register website; http.//www.waterregister.vic.gov.au/
Note: A glossary of NSW terminology is also available at the NSW Water Management Registers,
Licence & Trading Statistics website; http.//www.wma.dwe.nsw.gov.au/wma/
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