
The Business of Water in a Time of Pandemic, 

Climate Change, and Fraught Politics: 

Significant Opportunities and Challenges

July 9, 2020

Matt Kline, O’Melveny

Buzz Thompson, O’Melveny

Heather Welles, O’Melveny



The Growing Importance of Water
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Why Water is Increasing in Value

• Depleting Water Reserves. In 2015, NASA 

determined that 21 of the world’s 37 major 

aquifers are currently being depleted.

• Increased Water Demand for Agriculture. 

Agriculture uses nearly 70% of the world’s 

water resources, which will increase as the 

world’s population increases and more people 

move out of poverty and demand more water 

demanding foods (e.g., meat).

• Climate Change. Dry regions are getting drier, 

droughts are growing worse and more 

frequent, and evapotranspiration rates are 

increasing.

• Water Pollution. Significant rates of 

groundwater pollution further curtail the 

available supply of clean water. 
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The Earth Has a Limited Supply of Water
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We're Running Out of Inexpensive Water
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And Water Is Not Evenly Distributed
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We Are Draining Our Groundwater Accounts
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That Sinking Feeling

San Joaquin 

Valley, California 

(USGS 1977)
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Groundwater Depletion Is a Global Challenge
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Next, We Have Warmed Up the Planet
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Disappearing Snowpacks

Winter 2019 snowpack vs. Winter 2020 snowpack
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And Disappearing Glaciers
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We Also Ignored John Wesley Powell’s Advice
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And We Are Left with Fragmented Management
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COVID-19 Has Highlighted Water Inequality
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And Poses Problems for Water Utilities



17

Some Possible Silver Linings



Governmental Actions & Response
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Groundwater Sustainability
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Clean Water Act and Water Conflicts

• Navigable Waters Protection Rule. The 

Environmental Protection Agency enacted a 

new rule defining the types of wetlands and 

waterways subject to regulations under the 

Clean Water Act. Several state attorneys 

general have challenged the implementation of 

the new rule.

• California vs. Trump. Last year the federal 

government issued new guidelines for the 

Central Valley Project, sending more water to 

agricultural users and less for fish and wildlife 

areas in the Sacramento-San Joaquin Delta. 

California is currently challenging the new rule 

in court. 
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Federal Clean Water Policy Proposals

• Need for Investment. There are now over 

200,000 water main breaks annually in the 

U.S. Approximately 13.7% of daily water usage 

is lost through leaks.

• Current Level of Federal Investment. The 

federal government current contributes less 

than five percent of funds for clean water 

projects nationwide.

• HR 2. Earlier this month the House of 

Representatives passed a $1.5 trillion 

infrastructure bill, which contained more than 

$40 billion for clean water infrastructure 

projects.
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COVID-19 Presents New Budgetary Concerns

• Declining Operational Revenue. 

Economic pressures on residential and 

commercial water users has impacted the 

revenues of water districts and agencies, 

further curtailing their ability to maintain and 

upgrade existing water infrastructure.

• State and Local Government Deficits. 

Like water agencies, state and local 

governments are experiencing declining tax 

revenues due to the economic fallout from 

COVID-19. Water districts and agencies are 

expecting notable declines in governmental 

support as a result.

Source: Center on Budget and Policy Priorities



Investment Opportunities
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Investment Opportunities
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Examples of PPP Water Investments

• Rialto Water & Wastewater Partnership 

($172 Million). PPP between the City of 

Rialto (CA) and Table Rock Infrastructure 

Partners and others to overhaul Rialto’s 

water and wastewater infrastructure. 

Parties negotiated a 30-year partnership 

agreement.

• Carlsbad Desal Plant ($992 Million). PPP 

between the San Diego County Water 

Authority and Poseidon Water and 

Stonepeak Infrastructure Partners. The 

plant provides billions of gallons of drought-

proof water to water users in San Diego. 
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Likely Investment Opportunities

• Water Banking. Investors are acquiring 

and investing in surface, groundwater, and 

storage rights, particularly in areas of the 

western U.S. where drought conditions are 

prevalent. 

• PPP Infrastructure Investments. Given 

the unprecedented need to upgrade the 

nation’s water infrastructure, as well as 

revenue challenges from COVID-19, water 

agencies are looking at PPP funding to 

finance infrastructure upgrades.

• Agricultural Properties. Several 

investment funds and investors have 

acquired large swaths of agricultural land, 

identifying increased food demand as key 

to securing significant returns.
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Water Trading Markets
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The Politics
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Ethiopian-Egyptian Water Dispute
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Turkish Control of Tigris and Euphrates Dams
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