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Note:

1. The information for this paper has been taken from:

o the Water Amendment (Restoring Our Rivers) Act 2023 released by the Parliament
of Australia

e the Water Market Reform: Final Roadmap Report released in September 2022 by
the Australian Government.

e the Water Markets Intermediaries — Code and Statutory Trust Accounting
Regulations Policy Position Paper released in November 2024 from the
Department of Climate Change, Energy, the Environment, and Water.

2. At the time of preparing this paper the final Water Markets Intermediaries Code had not yet
been released. The draft Code is anticipated in February 2025, with the final version
expected before 1 July 2025. This paper has instead relied upon the Water Markets
Intermediaries — Code and Statutory Trust Accounting Regulations Policy Position
Paper for Code-related information. It is important to note that further changes to the

anticipated provisions of the Code may occur during this period.
|
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Executive Summary

The Commonwealth Government has recognised the critical role of water market
intermediaries and brokers in facilitating water trading, as well as the need for enhanced
integrity, transparency, and accountability within the sector. However, concerns have been
raised regarding inconsistent practices, a lack of transparency in brokerage fees, and
potential conflicts of interest. To address these issues, the Commonwealth Government is
introducing a mandatory code of conduct (the Code) for water market intermediaries,
designed to ensure compliance with strict professional and ethical standards. The proposed
reforms, coming into practice on 1 July 2025, aim to standardise practices, protect market
participants, and promote confidence in the water trading system.

Supporting the Code will be enhanced regulatory oversight to detect and prevent unethical
behaviour, including insider trading and market manipulation. Key agencies, such as the
Australian Competition and Consumer Commission (ACCC), the Inspector-General of Water
Compliance (IGWC), the Department of Climate Change, Energy, the Environment and
Water (DCCEEW), and the Bureau of Meteorology (BOM), will have expanded roles and
functions to enforce these measures under the Water Act 2007 and the Water Amendment
(Restoring Our Rivers) Act 2023. Together, these reforms represent the most significant
changes to impact the water sector in decades. With the implementation date fast
approaching and substantial penalties for non-compliance, it is crucial for water market
intermediaries to be well-prepared for the upcoming changes.

As an internationally certified, quality-assured water company since 2003, Waterfind has a
longstanding commitment to upholding the highest standards of quality and operational
excellence. We are ready to embrace greater sector regulation and fully support the move to
enhance transparency within intermediary operations, foster fair competition, and strengthen
the overall integrity and functionality of water markets. However, we acknowledge that not all
water market operators will be as prepared as we are from the outset. Many may not yet fully
understand the expectations and obligations under the new arrangements, posing a risk to
the sector and the clients it serves.

To address this challenge, Waterfind has prepared this independent white paper, unaffiliated
with any government or state agency, to provide a comprehensive overview of the regulatory
framework and support organisations in their readiness for the new regulations. This paper
includes a link to a practical tool to help organisations assess their compliance with the Code,
identify areas for improvement, and take the necessary steps to ensure adherence. With
Waterfind’s internal assessment demonstrating full compliance with the expected
requirements of the Code, we are positioned to offer guidance and assistance to other water
market operators, promoting a smooth transition to the new regulatory environment.
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About Waterfind

At Waterfind, Australia’s leading non-government water market specialist, we bring over 20
years of expertise to the industry. Since 2003, we have delivered proven solutions for water
trading, brokering, and consulting. As an Australian-owned family business, we guide
irrigators, governments, and investors through Australia’s water markets with confidence.
With in-depth market knowledge, we focus on client-centric solutions while balancing diverse
market interests. Our advanced online trading platform and expert team, based in key
irrigation regions, enable clients to trade water seamlessly, 24/7.

We are proud to be Australia’s only ISO 9001-certified water brokerage, dedicated to
maintaining the highest standards of quality and operations. Through advanced technology,
detailed insights, and a focus on sustainable water management, we tackle complex water
market challenges. Our rigorous quality management systems, fully aligned with the
upcoming regulatory code, ensure compliance and excellence. Specialising in temporary and
permanent trades, long-term leases, and government buyback programs, we cover all
aspects of water brokering. Guided by our AAA Advantage—Australian-owned, Assured
Quality Systems, and Audited Trust Accounts—we deliver every transaction with
transparency, compliance, and exceptional service.

Our services go beyond brokering to include water transfer processing, market strategy
development, and detailed valuation reporting. Our Market Operations Team and Valuations
Division provide real-time market data, deep insights, and reliable processes to support
informed decision-making. With a commitment to quality and customer focus, we are a
trusted partner in managing water resources across Australia.
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Why Regulation

The water industry is essential to Australia's economy and environment, given its arid climate
and frequent droughts, which make water a scarce resource. Supporting sectors like
agriculture, urban development, and mining, Australia has become a global leader in water
management technologies, developing innovations such as smart metering and efficient
irrigation. Beyond its economic role, the industry protects ecosystems and biodiversity by
regulating water use and improving quality to prevent overuse and pollution. It also respects
the cultural significance of water for Indigenous communities. Balancing competing demands,
adapting to climate change, and ensuring equitable access remain critical challenges for
Australia's sustainable water future.

According to the 2022 Water Market Reform Roadmap Report, new regulations aim to
address critical issues in Murray—Darling Basin water markets. These include poor-quality,
untimely, and inaccessible market information; inadequate rules on participant conduct; and
weak enforcement of trading behaviours, such as insider trading. The ACCC noted that
regulatory frameworks have lagged behind the growth and economic significance of water
markets. Challenges like reduced water inflows, rising demand, and changing irrigation
patterns further strain market governance. The reforms seek to enhance transparency,
market integrity, and trading practices to align with the Basin's physical and ecological limits,
ensuring long-term sustainability.

The Water Amendment (Restoring Our Rivers) Act 2023 introduces regulations affecting
agriculture, water intermediaries, irrigation operators, and government bodies.
Agribusinesses must adapt to new trading rules, while brokers face stricter conduct codes
and reporting. Regulatory bodies will take on greater responsibilities, including enforcing
standards, managing data systems, and educating participants. These changes demand
more resources and coordination but will improve regulation and address systemic issues.
Investors, often viewed skeptically, will benefit from clearer, regulated markets, reducing
concerns about speculation. The reforms enhance fairness, transparency, and sustainability,
ensuring effective management of water resources for economic and environmental
outcomes.

From this water amendment, a regulation code has been put into place for water intermediaries
operating within these markets, read on for a more detailed explanation of the code.

Further references:
e Water Market Reform Roadmap Report 2022
o Water Amendment (Restoring Our Rivers) Act 2023
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https://www.dcceew.gov.au/sites/default/files/documents/water-market-reform-final-roadmap-report.pdf
https://www.legislation.gov.au/C2023A00111/asmade/downloads

Why the Code

Information from the Water Market Reform Roadmap Report 2022 and the Water
Amendment (Restoring Out Rivers) Act 2023 has been consolidated to create the Water
Markets Intermediaries — Code and Statutory Trust Accounting Regulations Policy Position
Paper (November 2024) which is designed to set forth a robust code for ethical conduct,
transparency, and compliance in water market intermediary services.

Water intermediaries must comply with the code to be regulation-ready by 1 July 2025. The
short timeframe between the final version's release and implementation highlights the need
for proactive preparation. Early action will ensure a smooth transition and reduce potential
disruptions. Non-compliance risks significant civil penalties, fines, and legal actions,
underscoring the urgency of early efforts. To simplify compliance, Waterfind has divided the
150+ code regulations into 11 clear sections, covering all areas of intermediaries' work.

General Conduct Obligations: Intermediaries must prioritise client interests, act diligently,
maintain confidentiality, follow lawful instructions, and operate with honesty and fairness.
Documentation should support these actions to ensure transparency and compliance.

Conflict of Interest: Conflicts of interest must be disclosed to clients, and intermediaries
should avoid providing services where conflicts exist, except under specific conditions.
Safeguards should prevent favouritism or undue advantages in trades.

Providing Information to Clients: Clients should be informed about services, fees, and
obligations upfront, with updates provided annually or when changes occur. Allocation
methods for specific trades must also be disclosed in writing.

Client Instructions: All client instructions, including trade details, must be documented and
shared with the client. Verbal instructions should be confirmed in writing before proceeding.

Complaints Handling: A complaint-handling process should ensure timely acknowledgment
and resolution, with detailed records maintained and written responses provided.

Trade Approvals: Written client authorization is required for trades, with clients informed of
approvals or rejections promptly.

Authority to Act as an Agent: A written agreement outlining terms, objectives, and
procedures is necessary when acting as a client’s agent.
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Broking Water Accounts: Separate broking water accounts must be maintained exclusively
for client tradeable water rights, with no mixing of intermediary interests. The ACCC must be
notified of these accounts within three months, and annual or on-demand statements must be
provided to clients.

Insurance: Intermediaries must maintain professional indemnity insurance with minimum
coverage of $5 million per claim and $10 million annually, ensuring adequate risk protection.

Record-Keeping: Client and financial records must be retained for six years to ensure
accountability and traceability.

Statutory Trust Account: Trust accounts must be properly designated and include detailed
statements of client ledger balances, reconciliations, and account statuses. Annual audits are
required, conducted by qualified auditors free from conflicts of interest. Clients must receive
statements of their ledger accounts annually or upon request.

Further references:
o The Water Markets Intermediaries — Code and Statutory Trust Accounting Regulations Policy
Position Paper (November 2024)
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Regulatory Bodies

The following Australian government regulatory bodies are responsible for implementing new
governance frameworks, enforcing compliance, and providing the data and oversight needed
to address systemic challenges and ensure transparency in the management of water
markets.

Australian Competition and Consumer Commission

The ACCC is an independent statutory body promoting competition and fair trading, including
in Murray—Darling Basin water markets under the Water Act 2007. Reporting to Treasurer Jim
Chalmers, its key water roles include monitoring compliance, advising on regulations, and
addressing misconduct like insider trading. Beyond water, the ACCC protects consumer
rights, prevents anti-competitive behaviour, and promotes transparency to ensure fair and
efficient market outcomes for businesses and consumers.

Inspector General of Water Compliance

The IGWC, established under the Water Act 2007, ensures transparency, accountability, and
effective water management in the Murray-Darling Basin. Led by Troy Grant and supported
by DCCEEW, it works with state and Commonwealth agencies, reporting to the Prime
Minister. Responsibilities include monitoring water trading compliance, enforcing data
reporting, conducting audits, and addressing non-compliance to promote sustainability and
trust among water users."

Department of Climate Change, Enerqgy, the Environment and Water

The DCCEEW develops national policies on water, energy, climate change, and sustainability.
It oversees the Water Act 2007, supports Minister Tanya Plibersek in sustainable water
management, coordinates intergovernmental agreements, enforces regulations, and tackles
water scarcity and climate impacts. It also leads efforts in climate policies, biodiversity
conservation, and renewable energy transitions, aligning with sustainability goals.

Bureau of Meteorology

The BOM, funded by the Australian Government, is Australia's lead agency for weather,
climate, and water information. It collects and publishes water data from over 200 providers,
develops market standards, and maintains key systems. BOM produces reports like the
National Water Account, updates water availability, streamflow, and groundwater levels,
forecasts weather, monitors climate, and predicts natural disasters to support risk mitigation
and planning.

" Before the IGWC's establishment in 2021, the Murray—Darling Basin Authority (MDBA) managed compliance
and enforcement under the Water Act 2007. These responsibilities were transferred to the IGWC upon its
creation.
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Penalties

Under the Restoring Our Rivers (RoR) Act Code framework, civil penalties are designed to
ensure compliance and deter violations. The ACCC is empowered to issue infringement
notices or seek court-ordered pecuniary penalties. Penalties range from 200 to 600 units,
each valued at $330, and are determined by the severity and potential harm of the offence.
Some obligations may have higher or medium-range penalties, depending on the degree of
seriousness. The framework is guided by four principles:
o Proportionality: Aligning penalties with the gravity of the breach.
o Deterrence: Discouraging misconduct and reinforcing market integrity.
« Rehabilitation: Using lesser penalties to foster education and compliance for minor
infractions.
o Market Confidence: Demonstrating fairness and transparency to build trust in the
regulatory system.

Penalty Point
Range

High Range $132,000 -
(400 - 600 pts) $198,000
Medium Range $66,000 -
(200 - 399 pts) $131,670
_Dollar Value

| | 1 I - ($}
0 50,000 100,000 160,000 200,000

Financial Implications of Penalty Points
1 Penalty Point = $330

Figure 1 Financial Implications of Penalty Points

Potential Examples

Note: The following calculations assume each violation is treated as a separate offence. In
practice, penalties for systemic breaches may be aggregated at the discretion of the regulator.

1. Minor Penalty: Failure to Provide Required Information to Clients

Violation: An intermediary fails to disclose the required information about fees and
commissions to clients before services are provided.

Penalty: 200 penalty units = $66,000 (assuming x 100 clients = up to $6,600,000)

Rationale: This is considered a minor violation as it does not directly impact financial integrity
or trust account management but undermines transparency and consumer trust.
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2. Moderate Penalty: Non-compliance with Record-Keeping Requirements

Violation: An intermediary neglects to maintain accurate and comprehensive client ledger
accounts for statutory trust accounting, as required by the regulations.

Penalty: 400 penalty units = $132,000 (assuming x 100 clients = $13,200,000)

Rationale: This breach is more serious as it compromises the ability to audit transactions and
maintain trust in water markets, potentially leading to mismanagement of funds.

3. Severe Penalty: Misuse of Client Trust Funds

Violation: An intermediary improperly uses funds in the statutory trust account for personal or
business expenses, violating trust fund integrity requirements.

Penalty: 600 penalty units = $198,000 (assuming x 100 clients = $19,800,000)

Rationale: This is a grave violation that directly impacts clients’ financial security and trust in
the intermediary, warranting the highest penalties to act as a strong deterrent.

In addition to fines, the ACCC employs a range of enforcement tools to ensure compliance with
the RoR Act Code, including:

e Business and consumer education.

e« Compliance checks.

o Collaboration with stakeholders.

o Administrative resolutions for alleged breaches.

e Infringement notices.

o Enforceable undertakings.

o Court proceedings to impose civil penalties or other remedies.

Waterfind | The Future of Regulation in the Australian Water Industry | December 2024 |10



Next Steps

To ensure that all water intermediaries are fully prepared for compliance with the upcoming
water market regulation code, Waterfind suggest the following steps should be undertaken:

1. Complete Checklist
Waterfind has created a Code Compliance Checklist that all water intermediaries and
Irrigation Infrastructure Operators (I10s) can download to assess their regulation
readiness. The checklist simplifies the policy position paper into 29 bullet points, each with
a specific action to achieve compliance. It is available for free download on the Waterfind
website here. Once completed, the checklist will help water intermediaries identify areas
requiring further preparation.”

2. Create Plan
Once the areas needing attention are identified, water intermediaries can develop a plan
to update their internal policies and procedures to align with the Code’s requirements.
These updates may involve one or more of the 11 sections detailed in the 'About the
Code' section of this document.

3. Take Action
After establishing the plan, the next step is to implement it. Waterfind has estimated that,
depending on the number of sections requiring updates, achieving full compliance may
take between two weeks and six months.

In Waterfind's view, taking these proactive measures can help organisations achieve
regulatory compliance, reduce the risk of costly penalties, and strengthen trust with their
customers. This approach could contribute to a more reliable and high-quality water market,
supporting a secure and sustainable industry for the future.
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Conclusion

In conclusion, the implementation of the Water Markets Intermediaries Code represents a
pivotal shift for Australia’s water industry, tackling concerns about integrity, transparency, and
compliance. By introducing stringent professional and ethical standards, the Code seeks to
build trust and accountability in water markets. Supported by the expanded roles of regulatory
bodies such as the ACCC, IGWC, and DCCEEW, these reforms aim to address risks like
insider trading, market manipulation, and conflicts of interest that have historically eroded
confidence in the system.

With the compliance deadline of July 1 2025, fast approaching, water intermediaries must
take decisive action to align their operations with the Code’s requirements. This includes
assessing readiness, updating policies and procedures, and implementing provisions across
areas such as client transparency, record-keeping, and trust account management. While
non-compliance carries severe consequences, including financial penalties and reputational
harm, adherence offers significant benefits. Compliance will promote market stability, ensure
fair trading practices, and support the sustainable management of one of Australia’s most
vital resources.

Waterfind, a leader in water market solutions, fully supports these regulatory advancements.
As Australia’s only ISO 9001-certified water brokerage, Waterfind is committed to operational
excellence and ethical standards. After assessing our operations against the expected
requirements of the draft Code, we have determined that we will be fully compliant. Waterfind
is now actively assisting other market participants in preparing for the implementation
deadline. Through tools such as the free Code Compliance Checklist and personalised
guidance, Waterfind aims to empower intermediaries and stakeholders to navigate these
regulatory changes effectively.

Ultimately, the success of these reforms depends on collective effort and industry-wide
adherence. By embracing these changes, stakeholders have the opportunity to build a more
equitable, transparent, and reliable water market system. This is not merely about regulatory
compliance but about driving meaningful, long-term improvements in water market operations
and resource management to support economic prosperity, environmental sustainability, and
the well-being of future generations.

Call 1800 890 285 (free call) | Int +61 8 8213 9955

Email admin@waterfind.com.au | Visit www.waterfind.com.au
Follow www.linkedin.com/company/waterfind-pty-Itd | www.twitter.com/waterfind
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