Report on water markets and trading rules —

South Australia

The Department of Environment Water & Natural Resources (DEWNR)

annual report on facilitation of efficient and effective water markets and
implementation of the water trading rules (Schedule 12, Items 15 and 16)

Reporting context

A key element of the Basin Plan is the introduction of water trading rules. The rules took effect from 1 July
2014. Reporting is required from the 2014-15 water year onwards.

The purpose of this report is to allow the MDBA to monitor the implementation of the water trading rules and
evaluate their contribution to the efficiency and effectiveness of the water market. This report is a requirement
of Chapter 13 of the Basin Plan and relates to Item 15 and Item 16 of Schedule 12.

Item 16 addresses how Basin Plan water trading rules are being implemented. This is an annual report,
commencing in 2014-15.

Where possible the MDBA collects information directly through implementation of the rules. However, where
the MDBA does not have direct access to information about implementation, Basin governments are asked to
provide a small amount of additional information as soon as practicable after the end of the water year.

Item 15 will allow the MDBA to evaluate how implementing the water trading rules has affected the efficiency
and effectiveness of the water market.. Reporting on ltem 15 is a responsibility of MDBA and will be conducted
five-yearly. It will also draw on information contained in the annual reporting of Item 16.

Indicators for measuring success

Two indicators are used to evaluate implementation of water trading rules:

e Compliance with the Basin Plan water trading rules (16.1)
e Trade processing times (16.2)
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16.1:

Compliance with the Basin Plan water trading rules

Documentation to support compliance with Section 12.37 (notice of disclosure prior to trade
approval) and Section 12.38(2) (publication of approval authority’s interest in a trade)

Section 12.37 requires that an approval authority disclose certain information if they (or a related
party) have a commercial or legal interest in the proposed trade, before the trade is approved.

The approval authority is required to disclose the following information to each party to the trade:

- the nature of any legal or equitable interest it, or a related party, has in the subject of the
proposed trade; and

- the nature of any commercial interest it, or a related party, has in the activities of a water
market intermediary involved in the proposed trade.

This section does not require this information to be published publicly. The MDBA requires
documentation that demonstrates confirmation that the relevant parties were notified of the
interests of the approval authority prior to the trade being approved.

As per Section 12.38(2) of the Basin Plan, the following information is required for approved trades
where an approval authority had an interest in the trade:

- the fact that the approval authority was a party to the trade

- the way in which the approval authority was a party to the trade (e.g. as a buyer, or a seller,
lessee or lessor)

- the fact the approval authority has approved the trade of water access right

- the type of water access right

- the volume of the water access right

- the number of days between lodgement and approval of the trade

- the price of the trade

The MDBA seeks confirmation that any relevant interests have been disclosed, and requires a
website link to the source of this published information if applicable.

Response
Section 12.37 and 12.38 disclosure

The approval authority arrangements in SA are such that the disclosure requirements of section
12.37 and 12.38 are complied with.

The trade and approval functions have been administratively separated. The Minister for
Sustainablity, Environment and Conservation (MSEC) is the approval authority and has no relevant
interest in trade. For approval purposes, the delegates of the Minister are officers in the
Department of Environment, Water and Natural Resources.

There is trade by or on behalf of other Ministers. The majority of this trade is undertaken
by delegates and appropriate Chinese wall arrangements are in place in the relevant state
government agencies, including in the Department of Environment, Water and Natural Resources.

Trade also occurs on occasion between State Ministers. Such trade is the subject of Memoranda
of Understanding (MOU) signed by both parties, prior to the trade being approved.
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In the interests of transparency, a webpage is also under development on Water Connect }
www.waterconnect.sa.gov.au to publicly disclose the Minister for Water and the River Murray’s or
his delegates’ trading activity.

Documentation to support compliance with Section 12.39 (reasons for restricting trade)

Section 12.39 requires that an approval authority must give notice to each party involved in a trade
when it decides to restrict the trade of a water access right, and the reasons for doing so. Notice of
disclosure to each party should include:

- the decision to restrict the trade of a water access right; and
- the reasons for the decision to restrict the trade of the water access right.

The MDBA seeks information on the total number of trades that were refused and the dates these
occurred.

Response

In compliance with section 12.39, DEWNR gives notice to each party involved in a trade when it
decides to restrict the trade of a water access right. The disclosure includes detail on the decision
to restrict the trade; and the reasons for the decision.

| Twenty two trades were refused during 2014-15 consistent with the Basin Plan water trading rules
and state water allocation plans. These occurred on: 06.08.2014; 08.08.2014; 09.09.2014;
22.10.2014,; 20.11.2014; 13.01.2015;15.01.2015; 18.02.2015; 19.02.2015; 23.02.2015;
24.02.2015; 05.03.2015; 20.03.15; 19.05.2015; 12.06.2015; 18.06.2015; 25.06.2015; 26.06.2015;
30.06.2015.

On some of these dates, more than one trade was refused. The reasons for a trade being refused
include, among other things, intervalley trade limits had been reached; a mistake on the application
form; not enough water available on a holders account.

Documentation to support compliance with Section 12.50 (water announcements to be
made generally available)

Under Section 12.49, a water announcement includes:

- an allocation announcement,
- a carryover announcement, or
- apublic announcement by a Basin State that
a) relates to the actions of the agency, or
b) may have a material effect on the water market.

The MDBA considers ‘generally available’ to mean that the relevant water announcement has been
published publicly or made easily accessible to the general public.

The MDBA seeks evidence that water announcements were made generally available. Evidence
may be provided via confirmation of material submitted to the Bureau of Meteorology under
category 6(d) of the Water Act Regulations.
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Response

DEWNR provided the following water announcements during 2014-15:

e the 2014-15 water allocation announcement as a Gazette notice;

e the 2015-16 water allocation announcement as a media release and Gazette notice; and
e the weekly ‘River Murray Flow Report’.

Copies of the announcements can be found in the relevant Gazette notices for 24 July 2014 and 25
June 2015. Media releases were released to radio, television, print, electronic and social media.
The media releases are also uploaded on the Minister's and Department of Environment, Water
and Natural Resources (DEWNR) websites.

http://www.environment.sa.gov.au/Home/Full newsevents listing/News Events Listing/150625-
full-allocation-murray-water-access

http://www.environment.sa.gov.au/managing-natural-resources/river-murray/water-allocations

The ‘River Murray Flow Report’ is made generally available on a weekly basis vial email to around
1000 recipients. The report is also available on the DEWNR website:
http://www.environment.sa.gov.au/Home and can also be found on: www.waterconnect.sa.gov.au

16.2: Trade processing times

Report on interstate and intrastate trade processing times (as per the COAG service and
reporting standards for trade processing times).

This indicator will allow the MDBA to monitor changes over time to trade processing times. This will
contribute to the MDBA’s monitoring and evaluation of the efficiency and effectiveness of the water
market for the purposes of reporting under Matter 15.

The MDBA seeks provision of link to published information on COAG processing times.

Response

South Australia is compliant with the Council of Australian Governments (COAG) service and
reporting standards for trade processing times. Trading information for the SA River Murray is
updated on the 7" day of every month, and published on Water Connect
www.waterconnect.sa.gov.au.
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