The main differences between the urban-rural water trading version of TERM and the earlier version detailed in TPGW0050 are:

· Water accounts have been extended to all regions, rather than being confined to irrigation regions.
· Water accounts cover all industries plus households, rather than being confined to irrigation sectors in irrigation regions.
· Households are now water users – the change in the quantity of water used by households follows the theory of household demand in the model. In the case of TERM, quantities demanded follow a linear expenditure system (using the “WaterDrains” sector from the input-output table), but household water demands will follow which ever functional form is used in the model. 

In representing the value of water in the model, all industries now include a value for water, so that in effect, is behaves like an additional factor. Increases in water prices add to the water cost component of industry production.

In the case of households, variations in water prices alter the value of the indirect tax cum subsidy on household usage of the “Water Drains” sector.

Within a trading region, be it a single region or a cluster of regions, all users face the same ordinary change in the water price 

One key difference between this and the earlier representation of the water accounts is that all forms of water use are now included in industry usage. Previously (in the TPGW0050 version), self-extraction was excluded. The inclusion of self-extraction results in a dramatic increase in the base quantity of water used by the cotton sector.

In addition, the urban-rural water trading version uses a 2000-01 database, following the ABS water accounts for 2000-01. The TERM database is updated to 2000-01 using a dynamic version of TERM on the aggregation of choice. Then a program creates the water accounts within the updated database. 
