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Nasdaq Veles California Water Index

o The NQH20 Index is a volume
weighted, location adjusted
average weekly price for water
transacted on the spot market in
California.

Spot Market Transfers and NQH20
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e NQH20 tracks current directional
price movements in the spot
market.
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* Published weekly, the Index
provides previously unavailable
price transparency to participants ©
in the California water market. N
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NQH20 and Drought

«  Spot market price volatility coincides with changing hydrologic conditions.
* Dry year price sensitivity has increased in recent years.
= Price risk is highest when supplies are scarce.

Correlation Between NQH20 Index and California Drought Conditions
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Nasdaq Veles Water Futures
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Futures contracts offer a way for participants in California’s water market to offset the
financial risk associated with physical water transfers and/or drought by simultaneously
engaging in a separate cash settled futures transaction.

NQH20 Futures Cumulative Volume Traded Since Launch
Price $/AF 1000
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Contract Unit 10 AF

pellere Financially settled

Method

Setllement Closing NQH20 Index price
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Price on Final Settlement Day
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Hedging with Futures - Example

Retail water agency anticipates NQH20 Index and Futures Hedge
needing to hedge decreasing e
revenues caused by State- .

$800

mandated conservation during
a drought:

* Retail agency purchases 1,000
futures contracts at a price of
$500/AF in January.

Purchase Date:
January 6®
Long hedg2 June
future 21 $300

§700

Settlement Date:
June 16th
Contracl sttled lo
NQH20 Index priza ol
$35¢

NQH20 Index (¥/AF)
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e Contracts settle at $859/AF in 530
June. -

e Participant has realized a gain of
$359/AF, for a total gain of
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Contact Us:

(602) 595-7009
payne@waterexchange.com

www.waterexchange.com

Water Asset Valuation  Water Asset Transactions Water Investments

Main Office West Coast Southwest Intermountain
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