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FOREWORD

The president of the Republic of South Africa,
His Excellency Cyril Ramaphosa, unveiled the
Economic Reconstruction and Recovery Plan
(ERRP) as a response, in part, to the COVID-19
induced adverse impacts to the economy. The
ERRP looks to reposition the South African
economy to levels stronger than the pre-pan-
demic levels. The ERRP further seeks to enable
greater levels of inclusion, employment-gen-
erating growth, qualitative transformation, and
a green agenda. The ERRP aims to promote
quality and meaningful investment into the
South African economy. The National Devel-
opment Plan (NDP), an overarching planning
framework for South Africa, advocates for
Gross Fixed Capital Formation to be at thir-

ty percent (30%) to Gross Domestic Product
(GDP), in order to facilitate the realisation of
the stated socio-economic objectives. South
Africa has, however, experienced declining lev-
els of investment into the economy resulting in,
amongst others, stunted growth and growing
levels of unemployment.

President Ramaphosa has placed infrastructure
investment front-centre of the recovery effort.
Infrastructure South Africa (ISA) is designed

as an institutional response to the infrastruc-
ture-led recovery agenda. ISA is mandated to
drive, coordinate, and align the public sector
infrastructure ecosystem, improve the efficiency
of the delivery programme, and facilitate pri-
vate sector cooperation and financing. In order
to discharge its mandate, ISA has prioritised
the foundational network infrastructure, name-
ly: water, energy, transport and digital com-
munications. The design and delivery of these
priority sectors should also serve to promote
the green agenda.

Non-fiscal financing of projects will be central
to the success of the infrastructure delivery
agenda. ISA is leading efforts to rethink the
financing of infrastructure projects in the coun-
try given the deterioration of the fiscal matrix.
The introduction of the Infrastructure Fund (IF),
a blended financing instrument, is one such
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measure aimed at crowding-in private sector
investments through the de-risking of proj-
ects. Greater level of emphasis is placed on
project preparation to improve the attraction
of projects to private sector investments. This
prospectus should be seen in this light, as one
of the measures aimed at exposing the attrac-
tiveness of projects/programmes to a bigger
audience of the domestic and international
investment community.

The prospectus covers 15 projects in the areas
of water resources, energy, human settlements;
transport and logistics; and state fixed assets.
The projects/programme value amounts to
over US$25billion. These projects are at various
stages of project development ranging from
feasibility to construction. The prospectus pro-
vides a brief description of the key elements

of each project/programme including project-
ed investment value, envisaged development
impact, and jobs promise. ISA will make itself
available to interested financiers to provide ad-
ditional detailed information on each project/
programme.

South Africa looks forward to partnering with
investors to bring the ERRP to life, improve
the quality of lives of the many, realise spatial
justice, close the inequality gap, and promote
labour absorbing growth.

DR. KGOSIENTSHO RAMOKGOPA

Head
Investment and Infrastructure Office in the
Presidency

Head
Infrastructure South Africa
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A. SOUTH AFRICA WATER SECTOR BACKGROUND

CONTEXT

The South African National Water and San-
itation Masterplan (NWSMP) identifies five
objectives towards achieving the Sustainable
Development Goal 6 (SDG6) and the National
Development Plan (NDP) Vision 2030:

1. Resilient, fit-for-use water and sanitation
(WSS);

2. Equitable water resources sharing and
allocation;

3. Effective infrastructure management, op-

eration and maintenance;

Reducing future water demand; and

Restoring rivers in a poor ecological con-

dition, and wetlands.

e o

Securing and sustaining available water re-
sources is critical as water scarcity is estimat-
ed to have reduced South Africa’s GDP by
1.5% and employment by 1.3%. This effect
is demonstrated powerfully in irrigation for
agriculture, where the NWSMP cites (limited)
available data from large government irriga-
tion schemes indicating average water losses
of around 27%, well above the “unavoidable
seepage and evaporation losses” benchmark

of 12%.

Within South Africa, water insecurity is a major
challenge, ranked 30th most arid country in the
world. The estimated demand for water will
reach 17.7 billion cubic meters in 2030, ex-
ceeding a supply of only 15 billion cubic me-
ters — not considering further possible effects
of climate change. Major drought effects have
resulted in service interruptions, rationing of
water, and, by late 2017, a sense of imminent
crisis in several urban centers. Water insecu-
rity also has a strong regional dimension, as
the entire Southern African region has been
experiencing severe drought in recent years,
and South Africa has been importing substan-
tial volumes of water from Lesotho since the
1990s.

The objective is to provide access for 14.1
million people currently lacking safe sanitation;

reversing declining reliability of water services
(currently 64% for water supply); reducing wa-
ter losses/Non-Revenue Water (NRW) by about
half from 42%; and improving the performance
of the 52% poorly maintained wastewater treat-
ment plants.

Government is responding to South Africa’s
water challenges with a programmatic ap-
proach to the water sector through the design
of a National Water Programme that will house
various sub-programmes, amongst others a
Water Reuse Programme (“WRP"), a Non-Reve-
nue Water Programme (“NRW") and the Pri-
vate Sector Participation (“PSP”) Model
Learning from the success of South Africa’s
Renewable Independent Power Producer
Programme (REIPPP), the National Water Pro-
gramme will have two key features namely:

* A centre of excellence (programme man-
agement office) where key expertise and
support can be housed and centralised, and

* A blended finance solution that will lever-
age and gear government funding and
maximise DFI/MDB and private sector fun
ding for water and sanitation projects.

The National Water Programme will be jointly
owned by Department of Water and Sanitation
and the Department of Cooperative Gover-
nance and Traditional Affairs, with implementa-
tion support from Development Finance Institu-
tions and Implementing Agencies.

This brochure provides a snapshot of some of
the critical projects for implementation and
requiring investments are outlined below.
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A.1. PHASE 2A OF THE MOKOLO CROCODILE RIVER (WEST) AUG-

MENTATION PROJECT (MCWAP2A)

The MCWAP-2A is a water transfer scheme
designed to augment existing water sup-

ply in the Lephalale, Waterberg area within
the Limpopo province of South Africa by an
additional 75 million m3/a, through a 165 km
pipeline for delivery by 2026.

In the 1970s a scheme was developed on the
Mokolo River in Limpopo to provide storage
and transfer water to the town of Lephalale,
the Matimba Power Station and the associated
colliery. With the construction of the Medupi
Power Station, a new pipeline was laid from the
Mokolo Dam to fully utilise the yield from the
dam.

However, the yield from the Mokolo Dam is
insufficient for the needs of the power stations
when fully operational which cannot cater for
any further developments. Furthermore, it does
not give Eskom sufficient resilience of water
supply for power stations that represent around
20% of Eskom’s installed capacity.

The project comprises a weir in the Crocodile
River close to Thabazimbi, a pump station,
rising main, break pressure tank and a gravity
main to Lephalale. The pipeline is approxi-
mately 165 km long.

The additional water from MCWAP-2A is re-
quired to enable Eskom’s power stations to
meet the environmental emissions deadlines of
April 2025, as part of Eskom’s funding condi-
tions from the World Bank, the African Devel-
opment Bank and other related financial insti-
tutions. This water is to further provide Medupi
Power Station with enough water to operate
the additional three Flue Gas Desulphuriza-
tion (FGD) units and Matimba Power station to
operate their 6 FGD units, which could not be
supplied from the MCWAP-1 pipeline. It will
also provide the Lephalale Municipality with
water and provide Exxaro with required addi-
tional water to increase their mining capacity. In
the long term, water is required to cater for the
social needs of the Lephalale Municipality due

to the growing population and future economic
development, of the Waterberg region.

The Project is classified as a National Strategic
Integrated Project. The Infrastructure South
Africa is mandated to ensure the implementa-
tion of the project is accelerated through the
Infrastructure Development Act of 23 of 2014
as amended.

VALUE (IN US$ MILLION)
834,5

STATUS
Design & Procurement

PROJECT OWNERSHIP
Department of Water and Sanitation
(DWS)

SOURCES OF FUNDS
Raising of long-term funding (MDBs,
DFls, Commercial Funding)

Budgetary allocation provided

POTENTIAL JOBS
2000




The project will be funded by a mix of gov-
ernment and commercial funding reflecting
the composition of users who will benefit
from the project. This equates to approxi-
mately 88% of the total funding.

DWS (Department of Water and Sanitation) will
obtain on budget funding from National Trea-
sury for the Municipal portion of ~12%. The
off-budget portion will be financed through
commercial loans and the cost recovered
through the tariff. Eskom and Exxaro will pay
their share of the debt based on their percent-
age of water allocated from the scheme.

DWS will make payment to TCTA (Trans Cale-
don Tunnel Authority) on capacity provided for
future users until the full yield of the project
has been allocated through Water Use Licenses
and off-take agreements are signed and effect
to relief government of their obligation under
the guarantee.

The business model by which TCTA as the
implementing agent, renders services, receives
revenue and allocates business risk, is sche-
matically displayed below. TCTA responds

to Ministerial directives to implement mainly
off-budget national water infrastructure, by pro-
gressing projects to a state of bankability and
securing finance, followed by the procurement
of design and construction services. Loans are
typically repaid over twenty years.

When Medupi Power station is complete,
together with Matimba Power Station it will
represent an installed capacity of 8 745MW,
which represents approximately 20% of Es-
kom'’s installed capacity. This percentage could
increase as Eskom retires its older plant. With-
out the construction of MCWAP2A there are
two issues impacted:

1. This plant and the associated colliery will
be totally dependent on the yield from the
Mokolo Dam, which has a fairly small catch-
ment. In the event of a severe drought it
will lead to curtailment of abstractions and
thus curtailment of power production. If
there is not significant reserve in other
stations it will result in load shedding and
impact economic growth in South Africa.

2. By linking to the Crocodile River, it increases
the resilience of the system by connecting
not just to this system, but to the Integrated
Vaal River System through the return flows
from the wastewater treatment works north
of the watershed.

The yield of the Mokolo Dam is only sufficient
to operate three out of the six flue gas desul-
phurisation units at Medupi Power Station.
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