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Private Sector Players Involved 

ÂWater right holders: farmers and ranchers (not 

necessarily water or irrigation districts) 

Â501(c)(3) non-profit, voluntary water transfer 

organizations or òWater Trustsó 

ÂLand Trusts 

ÂòConserved wateró infrastructure investors 



Public Sector Players Involved 

ÂState water rights and water transfer  

administrative agencies; 

ÂState and federal fish and wildlife agencies; 

ÂMunicipalities 

Â Internal Revenue Service? 

 



Voluntary v. Regulatory 

Â Voluntary Transfer v. Involuntary Regulatory Re-

Allocation without Compensation 

Â Reasonable and beneficial use (waste & unreasonable use) 

Â Public Trust Doctrine (California) 

ÂWater Quality  

Â Area of Origin Protections 

Â Fish & Game Code Ä 5937 and Ä 5946 

ÂEndangered Species Act (òESAó) 

Â Nuisance 

 

 

 



Types of Voluntary Water Transfers 

ÂSale or acquisition 

ÂTemporary lease 

ÂTemporary Donation 

ÂPermanent Donation 

ÂWithout Tax Deductions (òThe right thing to doó) 

ÂWith Tax Deductions (òThe smart right thing to 

doó) 

 



INTERNAL REVENUE CODE 

TAX DEDUCTION FOR:  

1. THE VOLUNTARY  

2. CHARITABLE CONTRIBUTION  

3. IN PERPETUITY  

4. OF AN ENTIRE OR PARTIAL PROPERTY 
INTEREST IN  

5. AN APPROPRIATIVE OR RIPARIAN 
WATER RIGHT  

6. FOR INSTREAM CONSERVATION 
PURPOSES 



I.R.C. Ä 170(f)(3)(A): General Rule 

I.R.C. Ä 170(f)(3)(B): Exceptions 

Â Generally, Internal Revenue Code ("I.R.C.") Ä 170(f)(3) 

disallows deductions for contributions of partial 

interests unless an express exception applies.  

Â There are three express exceptions whereby a partial 

interest deduction is allowable: 

Â (1) Contribution of a remainder interest in a personal residence 

or farm;  

Â (2) Contribution of an undivided portion of the taxpayer's/donor's 

entire interest in property; and  

Â (3) A qualified conservation contribution  [see: I.R.C. Ä 170(h)]  



Partial Interest:  

Qualified Conservation Contribution  


