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Transactions: Putting Ink to Paper

A market transaction is the formal documentation of the deal  
terms: the who, what, where, when and how water is going to  
move between parties. Transactions can take many different  
forms. Most market transactions will contain several key elements,  
such as defining the property that is being transferred, pricing terms, 
timing and locations of delivery, annual administration,  
and governance issues.

To organize the various options available for water transactions,  
the Project Team divided water transactions into two components.

Water Marketing Methods 
Water Marketing Methods define various structures 
for matching willing lessors and lessees. Most Water 
Marketing Methods are completed through direct 
negotiation between parties. This is often preferred 
because it provides maximum flexibility to negotiate 
deal terms and because there is no need to involve 
multiple parties and introduce complexity. Alternative 
marketing types, such as auctions or requests for 
proposals, can provide price perspectives (if that is 
uncertain) or can increase the level of competition. 

Water Marketing Transaction Types 
Water Marketing Transaction Types define the 
“terms” of the transaction. Transaction Types refer 
to the paper documentation and contracting that 
occurs to document the terms of a deal. Simple 
examples include a water lease to temporarily transfer 
a water supply or a purchase and sale agreement to 
permanently convey water rights.
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Water Marketing Methods Summary

WATER  
MARKETING 
METHOD

DESCRIPTION BENEFITS CHALLENGES

Negotiated  
Agreement to 
Lease Water

An independent agreement or written 
contract between two or more parties 
establishing the terms for transferring 
the use of a water asset. Lease  
agreements are quite common and 
may be used in conjunction with or  
as part of other methods.

1. Terms are customized to meet parties’ needs.
2.  Clearly defines tasks and responsibilities to execute a 

water transaction. 
3. High comfort level due to familiarity.

1.  Designed to meet the conditions of an isolated transaction
and may not be replicable or scalable. 

2. Relatively high transaction costs.
3.  Enforcement and disputes are typically brought as a 

breach of contract claim in local court.

Auction An organized process to openly  
advertise the availability of a water 
asset for interested parties to bid.  
The lessor typically sets the terms for 
what constitutes an acceptable offer 
and winning bid.

1.  Attracts highest price in competitive markets or acts as a 
price discovery mechanism. 

2.  Auction rules provide certainty to participants and avoid
individual negotiations. 

3.  Provides efficient method of breaking up large holdings
into multiple transactions.

1.  Typically not conducive to complex water holdings or 
transaction structures. 

2. Limited ability to negotiate custom terms.
3.  Requires lessor / seller to formally organize and oversee

the auction process.

Reverse Auction 
(RFP Process)

An organized process where a lessee / 
buyer advertises a need for water and 
reviews bids from interested suppliers.

1. Provides an opportunity to initiate market activity.
2. Allows buyer to review multiple proposals in a single effort.
3. Provides clear demand signal to sellers.

1.  Requires time & cost for a prospective seller to develop a 
proposal and for buyer to create process. 

2.  Requires circumstances where multiple options exist for
water supply.

Bulletin Board A public or otherwise open listing 
where water users can post notices of 
wanted water or water for sale or lease.

1.  Low cost and efficient method of communicating
information. 

2. Reflects local market conditions.

1. Requires a hosting organization.
2. Needs active participation by interested parties.
3.  Connects parties but requires the parties to then

negotiate terms. 

Rental Pool A formal program to temporarily lease 
water from a common source.

1.  Typically represents a low-cost method of transferring
water. 

2. Structure can often be replicated over multiple years.

1. Generally limited to annual water supplies. 
2.  Requires multiple interested buyers to make the process

worthwhile. 
3.  Requires a hosting agency with capacity to administer the

rental program. 

Agricultural Water  
Optimization  
Project / Program

Temporary (one year or multi-year) 
program to incentivize agricultural 
water optimization or conservation, 
and in some cases, to lease water for 
other purposes.

1. Ability to scale up volume of transfer.
2. Ability to manage secondary impacts of transfer.
3.  Captures other benefits of negotiated agreements

(stated above).

1. Novelty may result in regulatory delays.
2. Each transaction requires a unique agreement.
3.  Requires monitoring & enforcement for distributing

saved water.

Utah Contract  
Water Bank

A contract to lease water that has 
been approved as a Contract Water 
Bank and receiving the benefits of the 
Utah Water Banking Act.

1.  Provides benefits of Utah Water Banking Act (protection
from forfeiture, flexible uses, streamlined annual  
administrative process).

1. Application for water bank adds time & costs.
2. More public exposure to water transfer.
3. Lacks annual reliability and long-term certainty.

Utah Statutory 
Water Bank

A legal entity organized for the  
purposes of facilitating water leases 
between parties within a designated 
bank service area.

1.  Allows multiple transfers to happen efficiently.
2. Provides benefits of Utah Water Banking Act.
3. Allows water to be available for multiple uses. 
4. Mechanism to collect pricing information.

1. Application for water bank adds cost & time.
2.  Structure works best when there is a committed local 

sponsor.
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Water Marketing Transaction Types

WATER  
TRANSACTION 
TYPE

DESCRIPTION BENEFITS CHALLENGES

Sales The permanent transfer of a water 
entitlement

1.  Provides certainty
2. Reduces future cost risk
3. Provides seller finality / clean exit

1.  Higher upfront cost
2.  More regulatory scrutiny on transfer
3. Finding willing sellers

One-Year Lease 
(Rental)

The temporary transfer of a water  
entitlement for a one-year period  
with notiating the deal & transfering 
the water typically completed in  
same year

1.   Inexpensive due to reliance on 
annual surplus

2.  Relatively low regulatory costs and
short approval timeline

3.  Sets precedence & relationship for
future leases

1.    Unreliable due to reliance on 
annual surplus supply

2. Provides supply for single year

Multi-Year Lease The temporary transfer of a water  
entitlement for 2 or more years,  
with 2 to 20 years as typical terms

1.   Relatively low cost way to secure
multiple years of supply

2.  Relatively low regulatory costs and
short approval timeline

3.  Possible to match water need
timeline with supply

4.  Provides ability to secure reliable
supply over term of lease

1.    Negotiation of pricing and
escalation terms

2.  Finding willing partners over
multiple years

3. Commits funding for term of lease

Purchase  
Option  
Agreement

A contract to provide a buyer with  
the ability to purchase a water  
entitlement at a defined price  
guaranteed for a set period of time

1.    Secures ability to access water 
supply at fraction of acquisition cost

2.  Aligns buyer cost to level of risk / 
uncertainty

1.  Finding willing sellers
2. Negotiation of option price
3. Risk of lost cost of securing option

Exchange The transfer (temporary or  
permanent) of different water  
supplies between parties with each 
party providing a supply and  
receiving a supply

1.   Leverages use of surplus water
holdings

2.  Establishes working relationships
and flexibility

1.   Requires a surplus supply
2.  Difficult to analyze costs and

benefits
3. Finding willing partners
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