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• Cheri Young | Banking and Finance | Senior Associate | cyoung@ensafrica.com

• James Brand | Natural Resources and Environment | Executive | jbrand@ensafrica.com



water as a driver of stranded assets
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https://www.cdp.net/en/research/global-reports/high-and-dry-how-water-issues-are-stranding-assets
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water as a driver of stranded assets

https://www.cdp.net/en/research/global-reports/high-and-dry-how-water-issues-are-stranding-assets



physical risks: water as a scarce resource
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https://www.usgs.gov/media/images/all-earths-water-a-single-sphere



physical risk: SA is a water scarce country

• 48 BCM is the total volume of rainfall South 
Africa receives per year.

• 38 BCM is the total volume of all water 
stored in our dams at national level

• 63 BCM is the water we need to meet 
demand by 2035.

• 25 BCM is the difference between 38 BCM
in our dams and 63 BCM which we need.

• 25 BCM has to come from desalination, 
recycle and reuse of waste water. 
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physical risks: water as an economic enabler

https://www.stockholmresilience.org/research/research-news/2016-06-14-the-sdgs-wedding-cake.html



physical risks: planetary boundaries
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https://www.stockholmresilience.org/research/research-news/2022-04-26-freshwater-boundary-exceeds-safe-limits.html

Scientists note nine planetary boundaries beyond 
which we can’t push Earth Systems without putting 
our societies at risk:

1) climate change, 
2) biodiversity loss, 
3) ocean acidification, 
4) ozone depletion, 
5) atmospheric aerosol pollution, 
6) freshwater use, 
7) biogeochemical flows of nitrogen and phosphorus, 
8) land-system change; and 
9) release of novel chemicals.
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physical risks: UN 2023 Water Conference

Science Based Targets:

1. Climate (Paris Agreement): Science-
based target of 1.5 degrees

2. Biodiversity (Global Biodiversity 
Framework): Science-based target of 
30% of the planet protected

3. Water: Commitments to translate to a 
water science-based target?
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regulatory risks: South African water infrastructure

https://www.gov.za/sites/default/files/gcis_document/201911/national-water-and-sanitation-master-plandf.pdf

This estimation is based on the following priority needs:

• to provide for the remaining backlog in basic water and sanitation services (at current street tap 
service levels);

• to provide for critical refurbishment backlogs (caused by poor maintenance);

• to provide for critical renewals of aged infrastructure;

• the provision for water resource developments identified in the Department’s planning studies; and

• provision of new bulk, connector and reticulation infrastructure to meet the demands of population 
growth and agreed water use extensions aimed at promoting economic growth.
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regulatory risk: licensing regime

Section 21 Water Use Activity Potential Water Use Trigger Activities

Section 21(a) taking water from a water resource Abstractions from rivers, boreholes, springs or dams  

Section 21(b) storing water Storing raw water (as opposed to polluted water which is 
regulated by another Act)

Section 21(d) engaging in a streamflow reduction 
activity

Afforestation (commercial timber)

Section 21 (f) discharging waste or water containing 
waste into a water resource  through a pipe, canal, 
sewer, sea outfall or other conduit

Irrigation with waste-water

Section 21(g) disposing of waste in a manner which 
may detrimentally impact on a water resource

Construction of septic tanks, soak aways, pollution control 
dams or irrigation with waste-water.

Section 21(c) impeding or diverting the flow of 
water in a watercourse and section 21(i) altering the 
bed, banks, course or characteristics of a 
watercourse 

Construction of in-stream dams, bridges or weirs and any 
development (i) within the outer edge of the 1 in 100 year 
flood line and /or delineated riparian habitat (ii) within 100m 
from the edge of a watercourse or (iii) a 500 m radius from 
the delineated boundary (extent) of any wetland or pan.
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regulatory risk: case study

https://www.cdp.net/en/research/global-reports/high-and-dry-how-water-issues-are-stranding-assets
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regulatory risk: case study

https://www.cdp.net/en/research/global-reports/high-and-dry-how-water-issues-are-stranding-assets
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addressing risks in the legal process

Regulatory risk

• Licensing / authorisations

• Conditions and ongoing regulatory obligations

• Other regulatory requirements (type of investor, investment vehicle, underlying investment)

• Amendments to legal regime

• Regulator intervention

Practical risks

• Physical risks - Water availability, Quality of water resources, Risks of extreme weather 
events (floods, droughts)

• Infrastructure risk (e.g. dam failures), governance risks and technological risks

• Reputational risk
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risk factors

nature of 
investor

investment 
vehicle

risk factors

underlying 
investment
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pension funds – Regulation 28
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National Treasury “Financing a Sustainable Economy” (2021) 23
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nature of investor

National Treasury “Financing a Sustainable Economy” (2021) 5
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actions investors should take: assess risks and impacts

due diligence
negotiation of 
agreements

implementation



due diligence
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parameters and purpose of project 
– implications of water availability / 

quality / quantity
ESG considerations

capacity of funded entity / manager 
to implement requirements

regulatory considerations –
licensing / approvals



negotiation of agreements
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Consequences of 
regulatory change

Representations and 
warranties

Enhanced disclosure and 
reporting requirements

Water audits

Governance and 
oversight mechanisms 
(eg representation on 

investment committee)

Consideration in 
investment selection and 
restrictions imposed by 
investment guidelines

Incentives / penalties Consequences for breach Clawback mechanism



implementation

Ongoing monitoring Enforcement of contractual terms

Amendments of agreements where 
required

Dispute resolution
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welcome

ENSafrica webinar series
Crypto:  regulation to watch

WED 19 APR

thank you for joining 
we will be starting soon


