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WATER AVAILABILITY ENGAGEMENT — PHASE 1 FEEDBACK ANALYSIS

TOPIC: Licence Transfers and Conservation Holdbacks

TOPIC

Water availability and efficient licensing is a priority in southern basins where population and
economic growth must be accommodated by transferring existing allocations, generally at a market
price. The Director can take conservation holdbacks of up to 10 per cent to offset any negative
impacts from transfers by recovering some flow for ecosystem maintenance.

ASSOCIATED ISSUES

e Improve processes and remove regulatory barriers hampering access to transfers, while
maintaining certainty licensees need around their water access and historical investments.

e A market-based approach, which is how water was expected to move around amongst new
and existing uses in closed basins, is not transparent and not working as well as it could.

e Importance of having an ability to offset the negative impacts to flows and availability from
increasing water use and consumption over time, especially in fully allocated watersheds.

e Water conservation holdbacks are the only way to recover water at no cost to government, but
their effectiveness in making a difference to meeting objectives is not apparent.

BACKGROUND

e Licence transfers, and ability to take a conservation holdback of up to 10 per cent on a licence
transfer, are enabled in the South Saskatchewan, Battle, and Milk basins.
— Plans recommend holdbacks be taken in the South Saskatchewan and Battle basins.

e As of January 2025, out of 407 licence transfer decisions, a holdback was taken 256 times. In
November 2024, EPA updated the policy guidance outlining more instances when holdbacks
should not be taken in the South Saskatchewan River Basin.

ENGAGEMENT FEEDBACK

e Licensees and water users generally advocated strongly to maintain the current system and
deference to existing licences (e.g., not reducing allocations to match actual need).

— Licensees were typically open to greater flexibility or financial incentives but want to be the
sole decision maker about what they do with their licences.

e General public opinions frequently characterized the system as inflexible with entrenched or
improperly enriched rights, and commonly expressed that ability to profit from what is a freely
given and publicly owned resource is a problem.

— Views often objected to transfers being allowed without any government review for “best
use” based on public good, advocating licensees should instead return their allocations.

¢ Both licensees and general public segments stated that rationale for how licence transfers
decisions are made by EPA needs to be more transparent, including policies.

— A significant number of public responses said they were not satisfied enough information,
public notice, or reporting is shared and available around licence transfers.
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e To increase the number, quantities of water, and ease of transactions, more licensee
responders favoured making it easier for willing sellers and buyers to post their interests and
offers in a transparent, public platform, including quantities and prices/costs of transactions.

— A minority of licensees said contractual arrangements should always be a private matter.

o Views on water conservation holdbacks of up to 10 per cent applied to many licence transfers,
to recover water for management objectives, is mostly positional.

— Those with licences and those seeking transfers are the greatest advocates of removing
the holdbacks, seen as a disincentive or burden, often characterizing it as a “tax”.

— lIrrigators and agricultural producers are strongest in eliminating holdbacks, often framing
water as “theirs”. Other sectors can be more mixed or nuanced, such as municipalities with
many saying it is a burden and some seeing it as reasonable for broader objectives.

— Typical public comment generally saw holdbacks as necessary and fair, not applied often
enough (i.e., should be mandatory), or should be greater than 10 per cent.

KEY CONSIDERATIONS

e Engagement reiterates widespread desire for options and processes to make transfers more
transparent and as simple as possible for all parties. Transparency for the public also means
disclosure of applications, decisions, and key details about transactions, including price.

o EPA has implemented some internal administrative changes, including process for some
specific applications that are now an amendment rather than a transfer. More administrative
streamlining ideas identified may be feasible though some require updates to Water Act.

e Enabling transfers does not make water generally portable. Transfers are consequential
changes to rights within the allocation system and because it is a right to divert — not actual
water — subject to a transfer, any impact to rights of others is a transaction consideration.

e Adecision about the use of holdbacks under approved water management plans is pending.
Updated engagement feedback is incorporated to support the advice for identified options.

ANALYSIS

e Feedback supports a potential shift from the traditional “let the market find itself” approach to
transfers. While generalized public anxiety about transfers and profiteering is significant, a
market-based framework is established and remains a more efficient approach compared to a
regulatory method for prioritizing reallocation of water.

— Options are effectively limited to market tools or incentives, since there is no means to
compel return of unexercised allocations, and licensees soundly reject that approach.

e This does not mean an unregulated market space will be accepted, as feedback was clear that
abuses, particularly from speculation or monopolistic behaviour, should not be tolerated.

— Most generally advocated ability to use markets to pay or recover costs associated with
freeing up water but gouging and profiteering are unacceptable outcomes.
— Costs and capacity to “pay the going rate” was raised as a serious concern for some,
including purposes typically prioritized in scarcity (e.g., people and communities).
o E.g., legacy allocation differences across municipalities (i.e., the room each has for
future growth) is creating greater fiscal barriers between water haves and have-nots.

e Design of enhancements for a more vibrant marketplace should prioritize transparency, such
as ensuring that willing sellers and buyers can easily be self-identified, there is information
about quantity available, an offer or cost is made, and some information about the potential
portability of a specific allocation is indicated.
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ATTACHMENTS

e Attachment 1 — Sample quotes from the engagement feedback
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