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Delivering Smart Olive

Ewen Cameron Watt
Editor-in-Chief,
Actis, London

ecameronwatt@act.is

click here for PODCAST

Welcometo ourlatest Street View,

the publicationwherewedrawonthe
insights of our staffand key commercial
partnersaroundthe world. This
editionisallabout ‘transition’—energy
transitiontobe precise.

'‘Smart Olive'is Actis’
ownterminology to
categorise assets which
can be adaptedtohave

aroleinanet-zeroworld.

We consider that ‘green’
assetshaveaclear
roleinaglobal net-zero
economy. Brown assets
(suchas coalandoil) do
not. Butbridging the
two needs apragmatic
pathway: the bridge
is'Smart Olive'in our
taxonomy. 'Smart Olive'
assets canbe future
proofed, decarbonised,
protected from
stranded assetrisk, and
made more efficient
and moreresilient.
Actis believes 'Smart
Olive'assetsare key to
accelerate the Energy
Transition.

The Street View

Inthis edition of The Street View, we make
the casethat'Smart Olive'is aviable path
foremergingeconomiesinthe face ofreal
worldenergy access crisesinanumber of
ourmarkets.

With sustainable investmentin our DNA,
andasamajor playerinthe provision

of power generationand distribution
inemerging economies, every day we
confrontenergy transition opportunities
andchallenges. This editionis as much
abouthow the transitionis delivered, asto
whyitis essential.

We donotbelieve fulldecarbonisation

is feasible or fair without a transitional
periodwhere gas playsanimportant

role. Thismay run counter to perceived
wisdom-readthe articles from GE
Renewable Energy and Damilola Ogunbiyi,
Co-chairof UN-Energy. Our preferred
andrecommended pathis whatwe dub
‘Smart Olive', where we mix pure green
investments with those capable of full
transition over time. We are very conscious
ofthe needfora'Just Transition'-one
where poorer countriesdonothave to
adaptovernight tothe priorities of post-
industrial nation states.

Thisviewmaybe controversial. |
recommend reading the articles kindly
written forus by Anne McEntee and Martin
O'Neillof GE Renewable Energy, Damilola's
inputandthe views of our partners from
Africa (Jennifer Boca of Lekela Power and
Libby Hirshon of BioTherm Energy plus our
own LisaPinsley).|'ddirect you towards
the pieces from Katherine Stodulkaand
Mark Meldrum of SYSTEMIQin Asiaand
José Arruda Jr.inour Sdo Paulo office
before accepting conventional wisdom
which holds thereisno future forgasin
acarbon-zeroworld. We don'tbelieve
thisargument haslegitimacy without a
transition period. To believe otherwiseisto
believe that countries will put globalissues
infront of national priorities. And, inany
case, technology provides awiderange of
opportunity to apply gas with a diminishing
pollutantoutput.

Centraltothe energytransitionare the
needs ofthe private and public sector
investments needed to deliver net zero.
Our Senior Partner Torbjorn Caesarand
ShamiNissan, Head of Sustainability
explore thistopicandthe ability of Actis
tomarryinvestor expectations and social
imperatives.

Afewindividual prejudices to endthis
introduction. Post pandemic public
sectorbudgetsandfiscalhead space
forlongterminvestmentare severely
limited. This makes effective regulation
and government supportevenmore
important. The penalties of getting this
wrongare seeninthe hydro deficit of Brazil,
which combinesthelargestrainforestin
the worldwith a severe hydro crisis.

Commitmentis essentialonalllevels.
ReadtheinterviewbetweenRoger Fisk
former Communications Strategistin
the Obama Presidency forabehind the
sceneslookat global conferences such
astheforthcoming COP26 meetingin
Glasgow. Rogernotes howtherealwork
goes onaway fromthe stage managed
photo shoot opportunity. Thisisaglobal
conferencereality.

Without theinvolvement of Asiain general
and Chinaand Indiain particular, global
netzeroisunachievable. Thesearethe
main geographic sources of emissions.
Happily, despite differences of opinionin
most subjects, delivering a cleaner future
for citizensis a priority of Presidents Xiand
Biden.

Lastly,incentives matter. Archer Kilpatrick
from our London office pointsto progress
oncarbon pricing. Personally | strongly
agree withthe IMF that charging emitters
apricethatencourages cleanupremains
the most successfulroute tonet zero, far
outmusclinginvestor boycotts.

Afinalword-this edition has beenled by
Shami Nissanand James Magor from our
Sustainable Investing team.If,as | hope
youread this edition, youareinspired by
thedetailand messages, they deserve
thepraise.


https://protect-eu.mimecast.com/s/J8I7CG88Oc1XwnpTKGY9K

Atlas Renewable Energy, Chile
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Roadto Smart Olive

Ewen Cameron Watt
Editor-in-Chief,
Actis, London

ecameronwatt@act.is

ShamiNissan

Head of Sustainability,
Actis, London

snissan@act.is

Torbjorn Caesar

Senior Partner,
Actis, London

tcaesar@act.is

click here for PODCAST

Supportingthe Energy Transition—
moving the world away from carbon-
intensive energy productiontowardsa
zero-carbon future—isatthe heart of
many of Actis’ investments. Whetherit
isinvestinginrenewables, or converting
more carbon-intensive power plantsto
use of greener fuels, sustainability sits at
the heart of ourinvestment philosophy.
Buthow dowe ensurethat our
investmentsdelivera positiveimpact
while also makingthelong-term, stable
returnsthatinvestorsneed? Our Senior
Partner, Torbjorn Caesarand Head of
Sustainability, ShamiNissan discuss how
Actis’ strategyis evolving,and the tools
we use to help make ourinvestment
decisions.

Ewen Cameron Watt: How
importantisthe Energy
Transition, both forinvestors

andforthe sustainability of the planet?

ShamiNissan: The Energy
Transitionis mission critical for our

planet'sfuture. Thelandmark 6th
AssessmentReport fromthe UN's
Intergovernmental Panelon Climate
Change (IPCC) provides the strongest
scientific evidence yet of how global
warmingisimpactingthe planetandsets
outimplications of various warming
scenarios. The worldislikely to temporarily
reach 1.5°C of warmingwithin 20 years
eveninabest-case scenario of deep cuts
ingreenhouse gas emissions. Thiswilllead

tofurther "unprecedented" extreme
weatherevents, suchasfloodsand
heatwaves, which are expectedtobecome
more frequentandintense. Although
warming could stillbe capped, thereport
indicates some changesthathave been
setinmotionare “irreversible”, including
sealevelrise. Poverty andinequality
naturally follow givenlimited financial
headroom for necessary capital
expenditures and limited social security
nets.

Azerocarbonfuturenecessitatesa
whole economy transition. Withinthat,
the energy sector, currently responsible
for 40% of carbon emissions?, is key. A
successfulEnergy Transitionis therefore
vitalinensuring the climatic stability of
the planet, andinturnpavingthe way

for stable societies and prosperous
economies - both of whichareimportant
tosecuringinvestmentoutcomes. Thisis
ourhome ground and we feel this allows for
meaningfulinitiatives onour part.

Torbjorn Caesar: Thelong-term

. sustainability of the planetis
incrediblyimportanttoinvestors,

andwillbecome evenmore so. Afterall,
theyare humanbeingsthemselves, they
worry about the future of the planetlike
everyoneelse. Anddon'tforgetthe people
behind many of our large institutional
investors, suchas teachers, police officers
andcivil servants, worry about thistoo, and
want theirmoneyusedinalong-term,
sustainable way.

[tisalso afantasticinvestment
opportunity. Energy demand willdouble
overthenext 20years, so there willneed
tobeinvestmentnotonlytoensure
thatcurrentandfuturedemandcanbe
met sustainably. Much of this electricity
demandis thanks tothe economic growth
comingfromthe partsofthe planetwhere
80% of the populationlives, such as Asia,
Africaand Latin America. Thatiswhere
we have our unique footprint.Ifyoucan
forgive the mixed and non sustainable
metaphorwe are onthe groundandatthe
coalface.

Thinkingabout supportingthe Energy
Transitionisalsoimportantwhenitcomes
toinvestingin other globalthemes.
Digitalisation—whichis drivenbylong-
termtrends towardsincreased use of
data - willalso continue to offer huge
opportunities forinvestors, but they need

1 https://www.iea.org/data-and-statistics/charts/global-energy-related-co2-emissions-by-

sector
The Street View

tomake sure the extraenergy supply
neededtomanage allthisdatais carried
outinasustainable way.

Ewen CameronWatt: Sowiththat
inmind, how does Actis decide
whichinvestmentsare

appropriatetomeet the needs ofthe
Energy Transition,and whichto avoid?

ShamiNissan: We have developed

' atransitiontooltoinformand aid
theinvestmentdecision-making

process. Thetoolhelpsusassess whether
eachinvestmentwe makeisalignedtoa
net zero future which we would deemas
being Green, or net-zero-misaligned
—whichwe would deem Brown. But
between Greenand Brown—between, say,
renewables and coal—-there are other
investments/assetswhichwe call Olive.
Thatdoesn'tmeanwe cannotinvestin
Olive, butwe needto ask key questions
aroundthe transitionrisk of thatbusiness,
tounderstand whetheritis vulnerable to
dilution of value inthe future. Andthenwe
needto consider what we cando during
the time of our ownership torepurposeit,
tomove Olive assets closertothe Green
endofthescale. Forexample, adatacentre
thatis poweredviathe gridin a heavily coal-
dependent country could perhaps be
switchedtousingrenewable energy. That
wouldbeanexample ofhowan Olive asset
couldbecome Green.

Torbjorn Caesar: Thankstoour

‘ presence onthe ground, we can
seethe dealflow of opportunities

where capitalcanbeinvestedtodrive the
Energy Transition, and we canpickand
choose where we see the bestrisk-return.
The countries where we have a significant
presence and aunique competence set
are precisely those where the most
investmentis needed, because electricity
isinshortsupply, yetthereisless capital
chasingthose opportunitiesthanin
developed markets. Butas Shamisaid,
investors alsoneedto consider notjust
how the potential assetlooks today, but
howitwilllook tomorrow. Youneed to have
aview about what this company, in this
sector, inthis country willlooklike for the
next 20 or 30years. Ourlong-term
transitiontoolis crucialto get visibility on
how anasset will be viewed whenwe come
tosellit. Thisis not somethingyoucanjust
putinaspreadsheet, youneedtomake a
judgementaboutthe future, andthatis
why the toolis soimportant.


https://protect-eu.mimecast.com/s/OE1ICJQQgHqMxOmIGF-1M
https://www.iea.org/data-and-statistics/charts/global-energy-related-co2-emissions-by-sector
https://www.iea.org/data-and-statistics/charts/global-energy-related-co2-emissions-by-sector

Actis' current Energy Infrastructure portfolio

has avoided m tons of carbon

Thisis the equivalent of removing almost

13 U0 cars from the road for one year

% Inour current portfolio we have approximately 3 600 MW
y

N

of solar projects under operations or construction.

That's atotal of 10 million panels —laid flat these would stretch over

20,000 km whichis half-way around the Earth's circumference.

Inthelast 12 months

employedacross Energy platforms
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@@ 21% of employees are women
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o 1.8 GW of clean energy achieved COD

&%j 40 m customers served by our businesses
N
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7 The Street View
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Ewen CameronWatt: One ofthe
‘ most debated topics withinthe

Energy Transitionis therole of
gas.Ontheonehanditislesspolluting
than oiland coal, butitis stilla fossil fuel.
Doesinvestingingas meetthedemands
ofthe Energy Transitionand whatis
Actis’' viewaboutinvestinginthe sector?

Torbjorn Caesar: Gasisan

‘ important transitionfuel. There
are many periodswhenthe sun

doesn't shine or the wind doesn't blow, and
asthereisn'tyetenoughbattery capacity
tostorerenewable energy, thereisstilla
needforfuelslike gas.Soit's perhaps
usefultothink of gas as something that
enablesrenewablestohappen, it provides
the capacity tobuildoutarenewable base.
Butaswe said earlier, asinvestors we
always have tothink about what the
investmentwilllooklikein the future. And
theissueisthat,inadecade orsofrom
now, there willbe many financial
institutions who willnotinvestingas. So
thinkingahead we needto be careful, but
untilthen gasis abigopportunity and
servesahuge globalneedin supporting
the transition.

ShamiNissan: We shouldalso

' remember thatinmany of our
markets thereisnotthe

opportunity to shifttorenewables
overnight. Thatisnotaviable optionasthe
infrastructureisn'tthere. When
consideringtherole of gas, itisimportant
toapplyacountry-specificlensandto
investinassetsand solutions which enable
renewables to scalein time. In this context,
gashasacriticalrole toplayinaccelerating
the Energy Transition, inparticular when
substitutingmore carbonintensive
alternatives (e.g. coal, heavy fuel oil), when
harnessingindigenousreservesandin
recognition of the fact that power
generationis correlatedto GDP growthin
many of our markets and therefore this
approachenables economic progress.

We have previously investedin converting
aheavyfueloiloperationtogas:thatisan
example of transitioning 'inaction'andin
terms of decarbonisation, hasimportant
real-worldimpacts. Clearly, anet zero
futurerequirestrillionstobeinvestedinto

The Street View

newrenewablesinfrastructure, however
inisolationwhich willnot suffice to secure
anetzero future—we must continue to
investtodecarbonise andtransitionall
sectors,including gas, and the so-called
hardto abate sectors. Forexample, gas
may stayinthe energy mixin 2050 butit's
role willlikely transition away from baseload
to providing peaking capacity. We also look
atupstream emissions andinitiatives like
the Responsibly Sourced Gas certification
scheme willfurtherhelptoreduce
emissions from gas value chain.

Finally, as Torbjornalludedto, the role of
gasinproviding stability to the gridin many
emerging countriesis absolutely critical for
the power systemas awholeandisindeed
ameans of stabilizingtheinfrastructure to
supporttherapidscale up of renewables.

Ewen CameronWatt: Once the
‘ decisionsabout wheretoinvest
have been made, howdoes Actis
monitoritsinvestments, to ensure they

are stillmeeting therequirements ofthe
Energy Transition?

Shami Nissan: We have always had
’ Environmental, Socialand
Governance (ESG) key
performanceindicators, butinadditionto
thatwe apply ourimpact measurement
framework to assess how ourinvestments
contribute to the United Nations'
Sustainable Development Goal (SDG)
number 7, whichis about clean, affordable
energy. Wealsolook at other social
aspects, suchasjob creation, job quality,
female representation, howwidely value/
benefits are shared across communities
andremote areas: tokeep our social
licence tooperatebutalsotochange
people'slivesforthebetter. It'sabout
enablingthemtoboosttheirown
economic prospects throughinitiatives
suchasupskillingand vocational training,
helpingthem getbetterjobs with higher
salaries and other measures which
transformlivelihoods. We are actively
workingto ensure that the transition away
from fossilfuelsinour marketsis a Just
Transitionwiththe substantialbenefits of a
greeneconomy shared across society.

Ensuring a Just Transition

At Actis, we are proudtoplay a part
infinancing the energy transition,
andthroughincreased availability of
electricity contributing to economic
growthand social progressata
macro level. Atamorelocalisedlevel,
our values-drive-value approach
ensures we focus on our licence to
operate—ourbusinesses deliver
tangible, measurable benefits
tolocalcommunities so thatthe
value we createis shared with our
stakeholders. Thisincludeslocal
jobcreation, training/upskilling
programs toimprove employability
andboostincome-generating
activity, providingaccessto
electricity, safeguarding ecological
systemsand addressingkey
developmentalneeds. Inthis way,
the energy transitionin which we
investisaninclusive and equitable
one. Thisis the Just Transition.

AFFORDABLE AND
CLEAN ENERGY

Ensure accessto affordable,
reliable, Sustainableand modern
energy forall
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Ewen CameronWatt: Thatall
‘ soundsvery positive whenit
comestotheimpactonthelives
ofthe people and of the communities
Actisinvestsin.Buthowdoinvestors

react to this way of thinking? Are they
not still simply focused onyield?

Torbjorn Caesar: Theideasboth

. of making a positive contribution
and of making theright financial

returnare converging. Andthe speedthat
theyare comingtogetherisremarkable.
Fiveyearsago, there was aperceptionthat
there was no connection. Now people
understandthat focusingonvaluesalso
drivesfinancial value.

Investors are alsorealising that their
returns elsewhere are low, sothey needto
move capitalinto alternative assets,
seekinglong-term, stable transactions
withagoodyield. One challenge however
hasbeenthatinthe pastmanyinvestors
were perhapstoofocused onsimply
spreadingtheir capital across different
parts of the worldratherthan thinking
globally. That can be alimitation, because
theissueswefacearerelevanttothe
whole planet: if we wantto cut carbon
emissions, we needtodoiteverywhere,
notjustinoneregion. We at Actis areright
inthe middle of where capital flows and
opportunity come together, whetheritis
forenergy that promotes the transition, or
forthedigitalinfrastructure neededto
supportthe economiesinthe growing
countries of the world.

ShamiNissan: Thelastfewyears

‘ have seenaseachangeinthis
agenda: on sustainability, on

climateandonimpact. We areatatipping
pointonthistopic,itisheretostay. These
arefundamentals thatdrive value and
stabilityandare neededtocreatea
prosperous society. Thisisallnow
hard-wiredintobusiness and civil society
and,increasingly, theinvestment
community. Andinvestorsare now
preparedtomove forward at amuch faster
pacethantheywereinthe past.

Torbjorn Caesar: Youareright
. aboutcivilsociety: public opinion
alsomattershere. People seethe
impact of climate change allaround the
world, andalso on their daily lives. That

means governments have to move quickly
toaddresstheissues.

The Street View

Shami Nissan: Andtheimpact of

. climate changeinfluences
next-generationtalenttoo. It

changesthe contract people seek with
theiremployers. Younger people want
somethingvery differentto previous
generations when they make decisions
aboutwhichjobs theywantto have andfor
which companies they want towork. So,
integrating sustainabilityis vital to
companiesiftheyaretoattractthebest
employeesinthefuture.

Ewen CameronWatt: What does
thisallmeanfor Actis? Doesit
changetheplacesorcountries

you mightinvestin,andtheinvestor
partners you might work with?

Torbjorn Caesar: We arelucky at

‘ Actistobeintherightplaceatthe
righttime. Whenit comesto big

trends suchasthe Energy Transitionand
digitalisation - with allthe infrastructure
andlogistics behind it - we are expertsin
the markets where 80% of the population
oftheworldlives. So, we have afantastic
opportunity. We aren'tjust expertsin
emergingmarkets, we are global thematic
investorsinareas suchdigitalisation,
sustainable energy andinfrastructure. And
the emergingmarkets themselves present
probably the biggest opportunitiesin
theseareas. So, the opportunity we haveis
massive.

ShamiNissan: The sunshines
‘ brightestand the winds blow

strongestinour markets. So,when
itcomestotheEnergy Transition, it makes
senseifyouareaglobalinvestortowork
withustoachieve thereturnsyouneed. It
alsomakes senseifyouwanttohave
outsized sustainability outcomes, because
the places we workinare where the world's
needs are greatest.

Torbjorn Caesar: | take the view

‘ thatwehave three distinct
competitive advantages. First, our

footprint—17 offices, 300 people, 600
board members, 120,000 employeesin
our portfoliocompanies—givesusahuge
base onthe groundwhere we areinvesting.
Second, our operational capabilities mean
we actlikeindustrialists who are workingin
theinvestment space, whichmeanswe
understandthe complexities of
infrastructureinvesting. Third, our belief
thatvaluesdrive valueisinour DNA. Thisis

Key IPCCFindings

Global warming:

0.95t01.2C, since late 1800s.
Surface temperature hasrisen
fastersince 1970 thaninany other
50-year period over atleastthe past
2,000years

Global warmingunder very low
emissions scenario:

temperaturerise of 1.5°C by 2040
and 1.6°Cby 2060

Global warmingunder very high
emissions scenario:

carbonemissions triple, warming
couldreach 1.9°Cby 2040, 3°C by
2060and5.7°Cby 2100

Sealevelsunderverylow
emissions scenario:

rise of about0.35m by 2050 and
0.5mby 2100, comparedwith 1900
sealevelsundervery highemissions
scenario: rise ofabout 1m by 2100

Sealevelsincase of completeice
sheet melt:

rise ofabout 65m

Arctic:

likely to be 'practically seaice free'
in September atleast once before
2050

whowe are, it sitsatthe heart of everything
we do, itisn'tjustacaseofusjumpingona
trend. That makesusdifferent, and
differentisgood.

Shami Nissan:|'dalso pointtoour

‘ trackrecord. We aren'tafirmthat
talks aboutwhatare planningto

do, we have beendoinginvestingto
generate both compellingreturnsand
sustainability outcomes since our
inception. Actis was founded with this
investmentmindset, andhence we have
decadesbehindus of integrating
sustainability fullyinto our processes. It's
somethingwe have had fromday one, it
isn't somethingwe havejustdialled-up or
boltedon.
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The Methane Problem

Background

Methaneis anextremely potent
greenhouse gas (GHG) with 84

times the global warming potential
(GWP) of an equivalent amount of
carbonovera20-yeartime frame.
In2019, the oiland gasindustry
contributed approximately 82 million
tons of methane to globalemissions,
roughly equal to the allthe emissions
fromthe entire globalroadtransport
fleet.

The vast majority of methane (the
primary component of natural gas)

is destroyed duringcombustionin
highly efficient gas power generation
turbines; however, the natural gas
supply chain causes potentially
significant methane emissions.

Methane emissions can be 'fugitive'
(e.g.duetoafaulty seal orleaking
valve) or deliberate and carried out
for safetyreasons.

Thereremains a high degree
ofuncertaintyinestimates of
methane emissions from oiland gas
operations globally.

Natural gas has alower lifecycle
GHG emissionsintensity than coal
when used for power generation.
IEAanalysis shows that, onaverage,
coal-to-gas switching stillreduces
GHG emissions by 50% when
producing electricity.

Methane abatement

ThelEA estimates thataround 40%
of totalmethane emissions could be
avoided with measures that would
have nonet cost (at 2019 natural gas
prices).
Optionstoreduceventedand
fugitive emissionsinclude:

— Regular, proactive maintenance

ofvalves, controllersand pumps
(whichemitmethaneinthe

10 The Street View

regular course of operation)
orreplacingthem with lower-
emittingversions.

— Installation of devices, suchas
vapourrecovery units, to capture
gasand pairittoanenduse that
isless harmfulthandirectrelease
of vented emissionstothe
atmosphere.

— Inspectionofafacility at
regularintervals, usingdrones
ormeteringtoolstoscan
equipment forleaks.

Gas procurement and certified gas

While satellites provide away to
identify large leaks and help end-
users avoid the worst offending
regions, theyarenotgoingto
provide allthe answers. Most
notably, existing satellites do

not provide measurements over
equatorialregions, northernareas or
for offshore operations.

Theintensity of methane emissions
varies widely across countries that
produce oiland gas. Based onannual

datafor 2020, the IEA estimate that
the emissionsintensityamongthe
worstperforming countriesis more
than 100 times higherthanamong
the betterones (referto Exhibit 1).

Nationaland regionalregulation can
and will play a crucial partinreducing
methane emissionsinthe energy
sectorinthelongerterm.Inaddition,
we're seeingthe emergence of
certification systems, developed by
organisationslike MiQ and Project
Canary's TrustWell™, that willenable
oiland gas producers to be assessed
accordingtoauniversal standard,
inwhich operators canbe awarded
'Responsibly Sourced Gas'status.

While these certification schemes
arerelatively nascentitis hoped
that,inregions where certified gasis
available, sustainability-conscious
enduserswillseektodemonstrate
methane abatementintheir

supply chain by procuring certified
Responsibly Sourced Gas.

Exhibit 1: Totalmethane emissions and methane intensity of productionin selected oil
andgas producersin 2020
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https://www.projectcanary.com/responsibly-sourced-gas/
https://www.projectcanary.com/responsibly-sourced-gas/
https://www.iea.org/data-and-statistics/charts/total-methane-emissions-and-methane-intensity-of-production-in-selected-oil-and-gas-producers-in-2020
https://www.iea.org/data-and-statistics/charts/total-methane-emissions-and-methane-intensity-of-production-in-selected-oil-and-gas-producers-in-2020

Watch Actis' 50 Sustainability Climate Leaders video.

The projectistheresponse fromthe International Business Community which demonstrates the
desire, theleadership, and the will to take effective actionin the fight against Climate Change.



https://www.youtube.com/watch?v=ZyArBkSVgus&feature=youtu.be

Guest View: We Must Act Now:
INnnovation via Renewables, Gas and Grids

Barry Lynch

PartnerandHead of
Operations, Energy
Infrastructure, Actis, London

blynch@act.is

Actisinvestsacross theenergy sector
inrenewable power generation, high
growthdistribution businessesand
also high efficiency gas generation
projects. We work with many of the
leading technology companies across
theseinvestmentsandinthisarticlewe
have asked two General Electric (“GE")
leadersto give their view ontherole of
gas powered generationas acatalyst for
large scale deployment of renewables.
GEisuniquely positionedinthat they
designand manufacture wind turbines,
gasturbines, transformers, inverters
and many other key componentsforthe
generation of electricity.

Anne McEntee

CEO, Digital Services,
GE Renewable Energy

Martin O'Neill

Vice President,
GE Gas Power

click here for PODCAST

We Must Act Now: Innovationvia
Renewables, Gas,and Gridsis Key to
Acceleratingthe Energy Transition.

Theglobalchallenge of climate change
has neverbeenmoreurgentorreal. While
theworldraces tomeetcarbonreduction
goals, approximately 800 million people
worldwide remainwithoutaccessto
reliable and affordable electricity today,
while demand for electricityis setto grow
by 50% or moreinthe nexttwo decades
accordingto theInternational Energy
Agency (IEA). Put simply, access to energy
isahumanrightand GE believes we must
decarbonise power generationand
ensure the sustainability, reliability and
affordability of electricity for all-=through a
decade of action.

We believe that accelerated and strategic
deployment of renewables and gas power
alongwith modernisingthe grid canhelp
changethe globaltrajectory of climate
change, enabling substantive reductions
inemissions quickly while continuing to
accelerate technologies forlow ornear
zero-carbonpower generation. While the
challengeis daunting, the opportunity
affordedtousto makerealchangesto
our power generation supplyis equally
apparent.

Gas mustbe partofthe
solution both shortand
longer termand has
been the technology
thathasdriventhe
highestamount of
carbonintensity
reductions over the last
two decades

Decarbonisingpower generationis a
foremost priority as the power sector
currently produces about 40% of global
carbonemissions?, the largest of any
sector. Changes we make now, not
decades fromnow, are critical for our
planet—especially as our collective carbon
budgetisdecliningevery day, month, and
year. Additionally, as other sectors—such
astransportation, heating,and heavy
industry—looktoincreasingelectrification
aspartoftheirowneffortstoreduce
carbonemissions, power generation must
berapidly decarbonisedtoensureanet
positive effect for our climate.

Ourapproachwithin power generation

is clear: first, we must continue to grow
renewables while strengthening our
infrastructure toachieve a cleanerenergy
future—faster. Renewables are the fastest
growing source of new power generation
capacity and technology. We canand must

growrenewable energy fast and affordably,

looking to expand new opportunitiesin
wind, solar, hydro and nuclear energy to
produce as much carbon-free electricity
aspossible.

Secondly, we see additional benefits when
growingrenewables alongside energy-
efficient natural gas power, which canbe
deployedboth quicklyand at scale. Gas
poweris aforce multiplier forrenewables,
providing the lowest carbon-emitting
dispatchable support forthe inevitable
extended periods whenrenewables

alone arenotable to meetdemand. By
allowingusto supportperiods of days
withoutrenewableresources—common
during season shifts or severe weather
events—gas power willenable deeper,
more rapid, renewables penetrationand
sustain gridreliability, while second order
problems suchas gridresilience, inertia
anddecongestionare addressed. Gas-
fired power plants have high availability and
provide dependable capacity for minutes,
hours, days or weeks atatime precisely
whenrequired. Tokeep electricity supply
anddemandinbalance, renewable energy
iscomplemented by dispatchable backup
power suchas natural gas power plants,
complemented with otherenergy storage
media suchas batteries. Balancing can
alsobe achievedthrough broaderregional
connectivity of the gridand better
managementofthe demand side, again
facilitated by anincreasingly complex grid.

Despite massive growthinthe deployment
of windandsolar capacityinrecentyears,
increases arenotoccurringatthe pace
orscaleneededtodecarbonisethe
electricity generation sectorand meetthe
goals of the Paris Agreement. Gas must be
partofthe solutionboth shortandlonger-
termandhasbeenthetechnology that
has driventhe highestamount of carbon
intensity reductions overthe lasttwo
decades asrenewable capacity additions
have beenaccelerating. Accordingto

the lEA, coal-to-gas switchingis the

quick winforemissions reductions, for
example, the U.S. power sectorhas cutits
carbonemissions by 33% since the peak

in 2007, mainly by replacing coal with gas
generationandbuildingoutrenewable
capacity. Thereis potentialintoday's
power sector toimmediately reduce up to
1.2 Gt/yrof carbonemissions by running
existinggas-fired plants harderand
reducing coaluse commensurately. There
is additional opportunity toreduce coal
emissions by retiring existing coal-fired
capacity andreplacingitwithrenewable
energy andnew, high efficiency combined
cycle gas capacity. Ifreplacedfully by gas

1 https://www.iea.org/data-and-statistics/charts/global-energy-related-co2-emissions-by-sector
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power, thiswould almostimmediately
bringdown global power sector emissions
by 10% andtotalenergy-related carbon
emissions by 4%.

Decarbonising
power generationis
aforemost priority
as the power sector
currently produces
about 40% of global
emissions

Gas-fired power canalsoserveasalowto
zero-carbondestinationtechnology for
tomorrow throughinnovationsincluding
hydrogenfuelsand carbon capture.
Fulldecarbonisation of gas-fired power
generationisonthehorizonand GE and
our customers are delivering pilot projects
todemonstrate theimportance of these
cutting-edgeinnovations tothe fight
againstclimate change. The development
of programs and supportive policy for
hydrogenfuels, CCUS technologies,

and methane abatement pilot projects
are the subject of GE position papers
available here, and willensure solutions to
combatting climate change are developed
rapidly andinaway thatis optimumfora
specificregion or country.

Modernising the
gridis crucial

to ensuring
resiliency and
enablingmore
renewable
energy
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Technology innovation
inrenewable energy,
efficient gas-fired power,
andgridwillhelp drive
the energy transition and
combat climate change

To help facilitate such growth, GEis
workingwith our customersto deliver the
carbon-free future that countriesand
consumersdemand, withafocus onfour
key areas:

— Building, servicing, and maintaining
aglobalfleet of renewable energy
assets: GE Renewable Energy
manufactures andinstallsleading
edge equipment for newonshore and
offshore wind farms, services and
re-powersthe globalwind energy fleet,
deploysadvancedsolarand storage
assets, andbuilds newandupgrades
existinghydropower plants.

— Reducingthe cost ofrenewable
energy: Already, electricity costs
fromnewrenewable energy capacity
areless expensivein many markets
thanelectricity costs fromnew
conventional, fossil fuel-based power
plants—without subsidies. We want
tomakeitevenmore cost-effective
soeveryone everywhere can afford
cleanerenergy. GE Renewable Energy
isintroducingnew onshore and
offshore windturbines that capture
more energy fromthe same amount of
wind, drivingdown costs even further.
GE'sHaliade-Xturbine, theworld's
most powerful off-shore wind turbine
built today, cangenerate 67 gigawatt
hours annually—enoughto provide the
equivalentelectricity neededto power
16,000 Europeanhomesforayear—
while also withstanding harsh offshore
conditions.

— Makingrenewable energy function
asreliably as traditional power
generationsources: Everyone agrees
renewable energy mustbeintegrated
into the grid, but few fully appreciate
thatthe gridwasnotdesignedto
accommodate generatingassets
that operate the way windand solar
systemsdo. Batteryenergy storage
canbeakey solution forthe future, but
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itisnotthe onlyanswer. Our hydro-
pumped storage technology creates
longdurationstorage, farlongerand
larger thanbatteries, giving system
operators the flexibility to address
the variability of wind and solar by
providing reactive power support
and overcomingimbalancesin supply
anddemandto complementthe

role we describe for gas power. GE
Renewable Energyisalsoincreasing
'system capacity factors,'in part
throughhybridisation of solar, wind
andbatteries sothat power fromwind
andsolar farms canbe usedinamore
dispatchable manner.

— Ensuringgridresiliency and efficiency
while maintaining grid reliability even
asmorerenewable energy come
online:the gridis being pushed
beyondits capacityinmany countries
around theworld. The 600,000 miles
oftransmissionlinesin the United
States, forexample, areincreasingly
vulnerable toweatherand myriad other
impacts, causingpower outages that
costbillions of dollars eachyear. Andit
ishamperingessential progress toward
acleanerenergy future. Our Grid
Solutionsteam helps our customers
accelerate the energy transition by
providingthemwithboth the hardware
andthe cutting-edge digitaltools
todeliver affordable, reliable and
accessible electricity.

Accordingto
the [EA, coal-to-
gas switching

is the quickwin
foremissions

reductions

Modernisingthe gridis crucial to ensuring
resiliency and enablingmorerenewable
energy. We believe thisrequires both
physicalupgradesto supportthe
increasing share of renewable energy and
increase efficiency andresilience, as well
asdigitalimprovementstoincrease overall
capacity, reliability, and security.

Technologyinnovationinrenewable
energy, efficient gas-fired power,
and grid willhelp drive the energy
transitionand combat climate
change. When combined with action
and proper policy frameworks,
combatting climate changeis
possible. GEis committed to working
with countries, companies, and
communitiesat every stage of the
energy transitionusingthesethree
critical technologies toreduce carbon
emissions and secure our collective
future. Differencesinavailable
resources and technological capacity
willmean not every community will
move atthe same speed—-butwe
allmust work together, beginning
immediately, to confront thisurgent
globalthreat. Power generation
representsasignificant opportunity
to utilise technologies we have today
—while pursuinginnovations and
breakthroughsvigorously —to take
aggressive climateactiontogether.
No company, country, or community
candothisalone; we must win
together.
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Emissions Trading Schemes
and Carbon Pricing

Over the past year carbon pricing
hasbecomeanincreasingly relevant
topicofinternational policy debate.
Chinalaunched theirmechanismin
July 2021, the EUisinthe process of
‘super-charging’ their 15-year-old
Emissions Trading Scheme (ETS) and
the UK, host of this year's COP26,
launched their own standalone
schemein May. These movesare
prompting policy makers globally to
re-consider whether such schemes
should take more prominentroles
intheir own climateagendas. IMF
studies argue convincingly that

the greatestincentive for energy
transitionis afunction of charging
forcarbonataratethatencourages
innovation. We agree.

How do emissions trading schemes
work and why do they matter?

ETS mechanisms seek to overcome
market failures by pricing negative
externalities (coststosocietyasa
whole, notborne by individual agents)
whichwould otherwise beignored
by the market. Theintention behind
thisis to create afinancialincentive
foreconomic activities to shift away
from carbonintensive activities to
more efficient alternatives which do
notneedto pay suchahigh carbon
price. Overtime the total supply of
allowancesto emitcanbe reduced
thusdriving the targeted outcome.

How “fitfor 55" is changing things

Policyamendments under
negotiation between the European
Commissionand EU member
statesintroduce two key changes
which could have profound global
conseqguences:
1. theyexpandthescope ofthe
schemetoinclude newsectors
suchastransport;and
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2. theyintroduceaCarbonBorder
Adjustment Mechanism (CBAM)
which means thatimportsinto
the EUwouldbe subjecttothe
same emissionsrequirements
as goods produced withinit.

Giventhe EU's significanteconomic
clout, ifthese adjustmentsdo
becomelaw, thenthere willbe
profound consequences notjust
for EU states but for their trading
partnerstoo. The adjustments could
alsohaveinequality effects, with
some regions and countries being
muchless able to decarbonise than
others. As suchitis criticalthat the
adjustments are accompanied by
wealth transfers to mitigate sucha
risk.

Fornow, China's schemeisless
ambitious, covering only the
electricity sector (justas earlier
phases ofthe EU's mechanism did)
and commensurately carbon was
recently tradingonthe Chinese

Exhibit 1: How a simple cap andtrade ETS works
Company Aemitsonly
80tons, whilst Company
Bemits 120

CompanyAandBare
bothgivenacap of 100
tonsofcarbon

exchange at 13% of prices being
seencurrentlyin Europe, asreported
inthe FT.However, if Beijing chooses
to strengthentheirmechanismthe
globalimpact of carbon pricing will
beevengreater.

Relevance for Actis sectors should
carbon pricingbe adopted/
expanded

Atthe time of writing few of
Actis'markets have adopted ETS
mechanisms; however, should the
politicalmomentum behind ETS
mechanisms continue and our
markets adopt such mechanisms,
itislikely that our sectors willbe
positivelyimpacted. Forinstance,
the advantage that ourrenewables
investments have over thermal will
accelerate, our hotels would be more
incentivised to decarbonise andthe
competitive position of our dataand
logistics centre investments willbe
strengthened.

Company Asellsits spare
allowancesto Company B
sotheyareboth
compliant. The nextyear
the capreduces

Allowances
,,,,,,,,,,,,,,,,,,,,,,,, N

Source: BloombergNEF

Exhibit 2: Conceptual merit order ofan electricity market

B Carbon cost

B Fuel cost
Variable O&M
é Market clearing price at a given point of time
el T —————
@
a
&

Potential "economic rent”

available to renewable produces

MW of capacity

Source: Actis
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Transitioningtoanet zero carbon future
inaway thatisfairandjustforeveryone
inthe world was always goingtobea
challenge, even before the pandemic
struck. That challengeis particularly
acuteinparts of Africa, where highlevels
of energy poverty still existand many
places depend on fossil fuel generation
to meet thedemand for electricity.

Sohow canthe transitionbe brought back
ontrack,andwhatistherole notonly of
governments, but of internationalbodies
likethe G77? And what policies are required
tomake change happen? Lucy Heintz,
PartnerandFundHead at Actis talked

to Damilola Ogunbiyi, CEO and Special
Representative of the UN Secretary-
Generalfor Sustainable Energy for All
(SEforALL), and Co-Chair of UN-Energy,
about how to address the challenges, and
therolethatinvestorscanplay.

Lucy Heintz: Overall, how do you
feelabout the energy transition

in2021? Are you optimistic?

Damilola Ogunbiyi: Globally,
‘ almost 760 million peoplelack

accesstoelectricity,and 570
million of these people livein Africa.In
addition 2.6 billion people lack access to
cleancookingsolutions. Thislack ofaccess
to electricity and unreliable supply forces
peopletorely onfossilfuel powered
generators, which typically produce the
power equivalent of upto 1,000 coal-fired
power stations. Itis simply unacceptable
thatthisisthe state of energyaccessin
2021.Andit'sclearthattheenergy
transition, whichisapathwaytonet zero
emissions by 2050, is nearlyimpossible
while energy povertystillexists.

Renewable energy solutions can support
our globalnet zeroambition, but we also
needinclusive planningapproaches

and policy measuresthat supportthese
technologiesinorderto provide electricity
and associated energy servicesto
meethumanneeds and contribute to
sustainable development. Sustainable
Development Goal (SDG) 7 —affordable
andcleanenergyforall—istruly the golden
threadthatwillunlockallof the other
United Nations Sustainable Development
Goals, and putus onthe pathwayto net
zero by 2050.

Butwe are farbehind. In order to deliver
SDG7 by 2030, itis critical that we

push governments, businesses, and
the globaldevelopment community
tomake ambitious, action-oriented,
andtransformative commitmentsto
sustainable energy systems.

AFFORDABLE AND
CLEAN ENERGY
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Sustainable Development Goal (SDG)
7 —affordable and clean energy for
all-is truly the golden thread that will
unlockallofthe other United Nations
Sustainable Development Goals, and
putusonthe pathway tonet zero by
2050




Lekela, Senegal



LucyHeintz: Howdoyouseethe
‘ role of G7 and policymakersin

creatingaframework foraJust
Transitionthat works for everyone?

Damilola Ogunbiyi: Even before

‘ the pandemic, the world was
strugglingto eradicate poverty

andinequality. Andenergy poverty further
exacerbatesthisasaccesstoenergyis
essential for providing healthcare,
empoweringwomen, and growing
economies. Atthe sametime, theenergy
sectorisresponsible forthe majority of
global carbon emissions. The pandemic
has thrownus evenfarther offtrackin our
work towards achievingthe Sustainable
Development Goals. Understandably, and
withfullsupport from global multilateral
bodies, fiscal headspace hasbeendrawn
downtoprotect populationstoday. The
pandemicrecovery efforts offerusan
opportunity to change course and make
bold commitments torecover betterand
leave noone behind, effectinga Just
Transitionto cleanand sustainable energy
while also providing energy access tothe
760 million people globally currently living
without electricity, and the 2.6 billion
withoutaccessto clean cooking solutions.
More thanever, though, giventhe fiscal
resources spentinthelast 18 months, this
requires capitaland effectiveinvestment
frameworks.

The clean energy
offerhasto
include ensuring
we don'tleave
anyone behind,
andthatthe
accesstoenergy
also supports
development
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The G7 canand must play asignificantrole
inmaking this happen, building consensus
aroundkeyissuestobeaddressedand
highlightingafundamentalreality: that
modernenergy accessisaboutmore
thanjustenough electricity topowera
fewlights. It'sabout development, jobs,
opportunity, and equality. Energy access
willnot be usefulunlessit canbe used by
everyonetoimprove health, well-being
and prosperity.

Itis greattoseethe G7 committingto
lead atechnology-driven transitionto
netzerotobuildbackbetterand make
the future greenerand more equitable.
Commitmentstoincrease efficiency and
acceleraterenewablesandother zero-
emissions energy solutions, phasing
outnewdirect government support for
carbon-intensive fossilfuelenergy as soon
aspossible, to clean cookingfuelsand
technologies, andpolicy actiontoensure
aJust Transition for affected workersand
sectorssothatnooneisleftbehind will
resultinajust, resilientand more healthy
world for all.

LucyHeintz: Howdoyouseethe
‘ role of gasinemerging markets

visavis transitionand economic
development?

Damilola Ogunbiyi: Itis critical that
. the energy transitionis equitable

andinclusive. Therole of natural
gasinthe energytransitionis a sensitive
topic, butanimportantoneto consider.
Here'sanexample: historically, Africaas a
wholeisresponsible for less than 3% of
cumulative global carbon emissions.
Sub-Saharan Africais responsible fora
mere 0.55%. If all of Sub-Saharan Africa
tripledits electricity consumption
overnightusingonly natural gas, the
additional carbon emissions would stillbe
just 1.2% of globalemissions. One thing
thathasbecomeclearisthattheenergy
transition willlook different for individual
countries. Ratherthan merely lockingout
certainfuels, the focus shouldbe on
enabling solutions whererenewables are
the best option. This will be essential to
make the energy transitionat scale.

LucyHeintz: Agrowing
percentage of global capital has
made net zerocommitments.

What do you think that willmeanin
practice—shorttermandlongterm?

Damilola Ogunbiyi: More than 130
‘ countries, inadditionto

companies, cities, and institutions
have setorare consideringatarget of
reducing emissions to net zero by 2050.
Thisisacriticalgoalforusinordertokeep
globalwarmingtonomorethan 1.5°Cand
ensurelong-term planetary sustainability.
This, alongwith the Nationally Determined
Contributions (country-level plans for
emissions reductions and climate
adaptation) required by the Paris
Agreement, stillleaves us muchmore work
todoinordertomeetourgoals. We need
bolderambition, inthe shorttermas well
asthelongterm,inorderto make this
happen.

Thetop3
greenhouse

gas emittors
contribute 16 times
the emissions of
the bottom 100

countries

Makingthese commitmentsisjust thefirst
step. What needs tofollow are concrete
actions, the policy support, availability of
sufficient financing, as well as the political
willto stay the courseand achieve the
target. Andall of this needs to be backed
byanunderstanding of the specificissues
ofthe countryorregion,aclear planand
roadmap backedby data, science,andan
assessment of the challenges andrisks
involved.



LucyHeintz: What couldwedoto
improve clarity around net zero?
What do you think the “fair

share” concept thatis emerging will
meaninfuture?

Damilola Ogunbiyi: We are often
made tothinknet zeroisasimple
pathwayto stop usingfossilfuels,

andthatdeveloping countries are the ones
whoneedtoactionthis.

Aninordinately high percentage of global
emissions come fromjust afew countries.
Thetop 3 greenhouse gas emittors
contribute 16 times the emissions of

the bottom 100 countries. So, while
commitmentstonet zeroare neededand
welcome, alotmore needs to be done and
these commitments needtobebackedby
therightpolicies, funding, and supportin
ordertobeactioned.

Whenwe talk about commitmentsto

net zero, we needtounderstandthatwe
have to allow for different realities and
pathwaystonet zero. African countries are
committedtoanet zerofuture, especially
giventheirvulnerability to the effects of
climate change, buttheyneed support
andfinancing. The clean energy offer has
toinclude ensuringwe don'tleave anyone
behind,andthattheaccesstoenergyalso
supports development.

Africaasawholeis
responsible for less
than 3% of cumulative
global carbon emissions.
Sub-Saharan Africa
isresponsible fora
mere 0.55%. If all of
Sub-Saharan Africa
tripledits electricity
consumption overnight
using only natural gas,
the additional carbon
emissions would still
bejust 1.2% of global
emissions
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LucyHeintz: Howdoyouseethe
‘ role of Actisin shaping this?
What advice wouldyou give
investors?

Damilola Ogunbiyi: The energy
‘ transitionis a challenge without
historical precedence andthis can
make financing appear risky toinvestors.
Butwithsuchagreatneedandeverything
toloseifwedon'tachieve ourgoals, we

needinvestorstostepupandsupport
sustainable development.

Itis estimatedthat by 2030 we would need
aninvestmentof atleast US$ 45 billion
annually to achieve universalenergy
access. Thisvolume of finance requires
adeepunderstanding ofthe current
financinglandscape—whattype of
projects currently receive finance, as
wellasanassessmentofthe gapsin
terms of energy access deficitsandthe
countries thatneedit mosturgently. Fair
and consistentregulationis essential to
attractingthese flows.

US540

billion
annually -

the estimated
amount neededto
achieve universal
energy access

One of SEforALL's core pieces of workon
energy finance offers sustainable energy
stakeholdersareality checkonwhere
financial commitments for sustainable
energy standand how they canbe
enhancedto ensure theworldachieves
SDG7.Buildinga strongfoundationfora
range of stakeholders, including policy
makers, the finance sector, industryand
civilsociety willhelpincrease deployment
of appropriate finance for energy access
globally. Investorslike Actis andits
partnerscanbeapartofthe solutionin
ensuringthat adequate and timely capital
isdirectedtolocalandinnovative energy
access solutions and helping shape the
regulatoryandinvestmentlandscapes.
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As COP26 approaches, Actis’

John Thompson caught up with
communications strategist toformer
President Barack Obama, Roger Fisk, to
gethis first-hand experience as part of
the US Presidential delegation.

Theworld’'s mediainallits guises—
broadcast, print, social, local, global
—willbe focused on Glasgow this
autumnas 30,000delegatesturnupto
thebiggestannual event focused on
climate change, COP26.Everyyear,

the UN's Climate Change Conference
(COP, or Conference of the Parties)
brings togetherworldleaders, non-
governmental organisations and
businessestoaccelerateactiontowards
the goals of the Paris Agreement and the
UN Framework Convention on Climate
Change.

With somany attendees, including some of
the mostinfluential people onthe planet,
we explore why delegates are there and
how they ensure theirwords are heard
andtranslatedinto actions. Roger Fiskis
aglobalcommunications and marketing
strategist. He was akey architectin

the back-to-backelectoralvictories of
President Barack Obamain 2008 and
2012. Following President Obama's first
campaignhe served as Cabinet Liaison
forthe 2009 inaugurationthenbecame
apoliticalappointeeinthe Obama
Administrationwhere he helpedleadtrade
and Diplomatic missions all over the world.
In 2012 Fiskjoined President Obama's
re-electionteam, leadingteamsas a White
House Lead Advance. Prior to working on
the Obama campaigns, Roger Fiskwas
Senior Aide to Senator John Kerry. Hereis
whathehadto sayaboutheadinginto the
Geopolitical cauldron of COP26.
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JohnThompson: Forthose that
‘ haven'tattended COP before,
canyoudescribe the scene-how
dotheseeventsrun?

RogerFisk:It'sareal combination.
. Insomerespects,it'slikeacarnival

—abitlike BurningManfestival.
Thefirstonelattendedwasin
Copenhagenandonthewaythere, we saw
protestersdressedas polarbearsand
bands and celebrities on stages—Ithink
members of Pearl Jamwerethere.It's
interestingand colourful. Yetitalsohasa
trade show component, soyou'llhave
boothsand stands forbusinessesthat, say,
retrofit water filtration plants. And then
thereis obviously the political element that
brings togetherworldleaders. Thereis so
much goingonatthese eventsandso
many people there that youreally have to
prepare wellinadvance and be highly
strategicifyouwanttobeheard.

John Thompson: Sohow do world
leadersandtheiraides prepare

for COP events?

Roger Fisk: First off, it's worth
. making the pointthat, even

thoughit'sanincredibly crowded
space, ifyouclaimtohaveanyinterestin
making a difference to climate change, you
probably have tobe there. It's like amassive
family wedding—you're unlikely to be
noticedifyou'rethere, butyou'llget talked
aboutifyou'renotthere.

We have to considerhowthe eventis
reportedtotherestoftheworld. Let's
takethe BBCasanexample.ltmayhavea

five-minute slotto cover COP and because
youhavethese visually interesting street
carnivalaspectsand colourful protests,
these will probably consume up to two
minutes, thenyoumighthave a snippet of
the opening ceremony and then youmight
have 30 seconds of, say, President Macron
addressing the mediaandthenanother
30seconds of Chancellor Merkel. There's
not muchroomforanything else because
most ofthe oxygen fromthese events
actually gets consumed by what's goingon
outside.

Sotherealvalue fromattendinganevent
like this—especially giventhat attendance
isreallyjustthe threshold ofinvolvement
requiredtosignalyourinterestto
constituentswho care aboutthis—isinthe
before and after COP. Preparationhasto
startmany monthsinadvancetoensure
messagingis clear, concise andimpactful.
COPisfundamentally a diplomatic
exercise, butleadersalsouseitforinternal
political purposes, as away of sending
messages to theirpopulations. The new
US administrationwilllikely be looking to
makeitclearthatitisre-engagingwiththe
world.

JohnThompson: Giventhe noise
‘ anddistractionaround COP,
what shouldinvestors care
about?

RogerFisk: One of the pillars of
' COP this yearis about mobilising

capital. Whenitcomes to cutting
throughand making news, size definitely

matters. Never underestimate the power
ofacoalition of similar businesses or ones



thatshare their valuestocommitto
large-scale funding ofaparticulararea. If
youas abusiness have, say, $250 million,
that'sjustadropinthe ocean, butifyou
leverage thatandhave severalparties
cometogetherto commit $50 billion over
five years, or $1 trillion over 15 years, that
willcut through. Bigbanner figures and
goalsare the central currency whenit
comestomakingnewsat COP. Tryingto
wave one's hands and saying "Hey, we are
doingtherightthing, too" getslost.

John Thompson: COPisone of

‘ those events where the public
sector, multi-laterals and of

course the private sectorareall thrust

together-howdo these powerful people
interact effectively?

Roger Fisk: Whateveryoudo, you

‘ have tobe hyper-intentional. You
can'tjustgotherewithgood

intentions; youneedtoreally focus onwho
youwant tocommunicate to, forexample
isitratifyingand enhancingrelations with
currentinvestors or solicitingnew ones,
andwork ondistilling your message. You
alsoneedtobe genuine—youcan'tgoto
COPtoreinventyourself.Use the eventto
summarise the previous yearandto chart
the course forthenext 12 months.

John Thompson: Within this
politicaland corporateinterface
how do words translateinto

action? How can they ensure things
actually getdone?

RogerFisk: COPisessentiallya
‘ co-operationbetweenthe
governmentandthe private
sectorandthe eventitself shouldbean
accelerator ofan existing conversationor

the beginning of anew conversationthatis
then picked up the following year.

Itis criticallyimportantto beginworking
many months before COP to establishthe
groundwork of a proposal or partnership
onthatagencylevel, sowhenyour
executive finds himself orherselfin
conversationwithacountry's deputy
prime minister thereis areference point
alreadyinplace aroundthat proposal or
partnership. He or she cantalkabouthow
the company'sinvestmentwill create x
number of jobs over xnumber of years, and
thatusesthe staff-to-staff conversations
alreadyinplace as avehicle for the minister
or Deputy Secretaryto getinvolved
andputsitonthe agendaofadecision-
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maker. Broad goodintentions won't win
the day; youreally need afoundation for
conversationsto move forwardanduse
thatbrief conversationwith agovernment
official to accelerate somethingalreadyin
place.

John Thompson: And whatabout
‘ afterthe event? Howdoleaders
make the most of their
discussions and work?

Roger Fisk: Anyonereally
interestedinthe summittakes
partin COP working groups, which

meet|think quarterly. That'sreally where
the workhappens andrelationships get
built. That also helps with your political
engagement-it gives you afoundationon
which to build the conversation.

COPisalotabout aspirational statements,

you package up whatyou've learned and
whatyouintendtodo.ltcouldbe the time
totrumpet, forexample, becominga
signatorytoabroadset of principlesand
use thistodeclare yourvalues andintent.
Youshouldalso use thistimetobealert
fornew opportunities and capitalise on
themwhile the discussions are stillfresh.
The daysimmediately after the event
areawindow to frame whatyouwantto
accomplishandlay out goals for the next
COP.

[treally needstobe ayear-round effort.
Whatlmeanisifyoureallybuyintothe
COP model, startworkingonthe nextone.
You should getbettereachtimeyou're
involvedas youlearn. Youmay wantto
have someone focused on preparation
and groundwork year-round who ensures
thereis someone onworking groups and
planningactivities overthefull 12 months.

It'sthe before and afterthatreally drives
results. There hastobe anelement of
repetitiontoinculcate whatyouwantto
achieve throughthe entire organisational
culture, whetherthatbeingovernment
orthe private sector. Forworldleaders

of sufficient profile, thisisamassive
opportunity touse mass mediato
persuade other nations towards a course
ofaction, aswellas to speak to domestic
audiences about both challengesand

opportunities. The leader needs tobevery

clearaboutthetarget of theiraddress.
They could pick two key sentences and
work backfromthere to accelerate, ratify
and amplify the policiesand actions
requiredtomeettheleader's strategic
priorities.

ADayinthe Life ofa World
Leader's Delegationat COP

Morning

Land attheairport, where mass
mediais gatheredto coverthearrival
of worldleaders

Meetleader of host countryfor
protocolvisit; overacup of teaor
coffee attheir official residence.

Headto hotel, wherebilateral
meetingshave beensetupand
aseries of working groups are
insession. Attend part orall of
the workshops, talk about the
importance of relationships
and offer symbolic blessingto
discussions

Afternoon

Turn attention to domestic
audience, following briefingwith
trade and climate staff, emphasising
jobcreationtocome fromenergy
transition and addressing concerns
intargetareas/constituencies about
the move away from coaland oil

Head over to COP, passing street
protestsand attend executive
plenary

Attend bilateral meetings and
make statements about mutually
beneficialagreements to be signed
andjobsto be created

Evening

[fthe Presidentwantstosenda
message of connectionwith the
peopleinthe hostcountry, maybe
dowhatis calledan OTRwhichis

an off-the-recordvisitto aniconic
local establishmentlike afamily-run
bakeryorthecity'soldestbar.
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Nowhereisthe Energy Transitionvs
Energy Access dilemmamoreacute
than Africa. A continent with significant
prospects forrapid economic growth
but significant parts ofitare hugely
dependent onfossil fuels, not just
forenergybut forjobs too. Energy
poverty remains highand sowhatis
the experience of companies actually
workingthere? How opendo they find
communities,governments and other
stakeholders tothe transition? Lisa
Pinsley, Head of Africa for the Energy
Infrastructure teamat Actis wasjoined
by Jennifer Bocaand Libby Hirshon,
the heads of Environmental, Social

and Governance at two of its portfolio
companies, todiscuss the situation.

James Magor: What does the
Energy Transitionmeanonthe

groundin Africa?

Jennifer Boca:In Africaasawhole,

‘ around 570 million people stillhave
noaccess to electricity. However,

we've seenprogressinaccess ratesacross
the continent—for examplein Kenyawhere
lamfrom, accessrateisatalmost 85%,
comparedtoaround 20% seven or eight
yearsago - thankstobothinvestmentin
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grid-connected powerandthe hugerisein
deployment of off-grid systems. Unlike
industrialised countries faced with the
challenge of phasing out coal, the dilemma
for many African nationsishow we balance
the exploitation of new fossilfuel
discoveries with the expansion of readily
available renewable resources.

Libby Hirshon: Inmy view, one of
‘ the mostimportantaspectsisthe
currentlevel of fossil fuel
consumption globally and the associated
effects of climate change, which
disproportionatelyimpactthe poorest and
those with the leastaccesstosocial
infrastructure. Butatthe sametime,in
many parts of Africathere's a significant
reliance onextractiveindustriesandthe

fossilfueleconomy forjobs andlivelihoods.

Sothe Energy Transition has to take into
account this particular vulnerability in
communities across the whole of the
continent.

LisaPinsley: The Energy
Transition, while a global
movement, is guite uniquein

Africa. There'sahugeincreaseindemand
expectedoverthenext 20 yearsbecause
Africais starting fromsuchalowlevelof
energy access and per capita power
consumption comparedtotherestofthe
world. Butthereisalsothe humanaspect:
the potentialimpactin Africa of anewwind
farmonthe community, theregionand
indeedthe countryandits economycan
be significant, andthe developer ofeach
new plant must carefully engage onall
levels. Andthereislimitedfiscal capacity to
supportinitiatives particularly in the wake
of COVID-19.

James Magor: Withall thishuge
demand, where willthe

additional supply come from?

Libby Hirshon: The African
‘ continenthas anabundant supply

ofrenewable energyinthe form of
solar,wind, hydro, and geothermal energy.
Accordingtothisyear'sIRENAreporton
this topic, Africa's potential to generate
renewable energy from existing
technologiesis 1,000 times greater than
its projected demandfor electricity in
2040!

LisaPinsley: Amajority of new
capacity willcome from
renewables. Thatsaid, |dobelieve

there'sstillarole for new gas-fired
generationin Africaintheyearsupto 2030

aswe shiftfromheavy fuel oiland diesel,
and from coal-fired generation. There will
stillbe a critical needfor baseload power
andintermittency balancinginthe
transitiontorenewables. Andwhile a
concertedglobalresponse means we can
achieve net-zeroby 2050, thereisaneed
forgasinthe shorttomediumtermacross
the continent. Financingwillincreasingly
becomeanissue forgas projects, which
could delay the transitionitself, in addition
toslowingpoverty alleviation efforts based
uponincreasingaccessto power.

Jennifer Boca: Since Lekelawas

‘ setupsixyearsago, we have been
able todevelop a gigawatt of

renewables across Africa.In Senegal,
we've just completedthe construction of
the firstutility scale wind farmin West
Africa. This projectis hugely exciting forus
becauseitprovidesa 15%increasein
electricity generation capacity for the
country, providing power to over two
million people. Thisis the kind of impactful
projectthatis already happeningonthe
ground. We've also seenthe delivery of
significantrenewable projectsinKenya
andin Egypt, sothe deploymentis already
happening.

James Magor: We hearalotabout
the Just Transition. What does

thatmeanin Africa?

Libby Hirshon: Thereneedstobe
‘ arealfocusonthebenefits that

thistransition canbringto people
in Africa. Itisimportant torecognise that
shiftingaway fromareliance onfossilfuels
cannegativelyimpactthe mostvulnerable.
Therealsoneedstobeafocusoncapacity
buildingin skills associated with green
energy andon transitioning skills from
fossilfuelindustriesintorenewables.
These considerations needto be carefully
plannedforandbuiltinto any overarching
strategiesforthetransition.

Jennifer Boca: Developingthe

‘ human capitalto buildand operate
these newrenewable power plants

isgoingtobeintegraltohow we achieve
the Just Transition. This canhelp mitigate
some ofthe potentialadverseimpactson
peopleandlivelihoods. It'simportant we
have a sharp focus ondeveloping capacity
forindustry professionals andforthe
communities in whichwe work through
offeringtraining, research, innovationand
prototyping ofideasin socialimpactsowe
canensureitreallyisaJust Transformation
thatdoesn'tleave anyone behind.


https://protect-eu.mimecast.com/s/zhrgCLJJkFR8LqphmhyAE

James Magor: Aside from
ensuringthe transitionis just
and equitable,whatdoyousee

asthemainchallengesthatneedtobe
overcomein Africa?

Lisa Pinsley: Oftenwhere the
renewableresources are
strongest, the national grids have

notbeen built out toreach those points. So
gettingthe energy that's producedin
remotelocations with excellentresources
towhere the demand centres arerequires
significant grid buildouts.

Ingeneral, financing renewablesin Africa
isn'tachallenge: plenty of private and
public sector equity anddebt are available
forrenewables generation. However,
financing for grid build outis constrained
by thefactthatin Africatransmissionis
stillmostly government-owned and hence
requires public sector financing. Sadly
the pandemic has usedup much ofthe
available fiscalheadroomto finance these
projects.

JenniferBoca:|thinkone ofthe
‘ biggestissueswe findis making
surewe have asociallicence to
operate fornewrenewables projects. We

spendalot of time building trust with
communities duringdevelopment. We also

knowlandacquisitioncanbe areal
showstopper for solarand hydro projects
inrural Africaif notundertakenintheright
way. Another challengeis high
unemployment. We work with local
leadership and other stakeholdersto
manage expectationsandensure we
explain how projects work, how many jobs
we are creatingand ensuring that the
communities alsodirectly benefit fromthe
project.

Libby Hirshon: One of the
challenges Ithinkis political
stability. There are significant

opportunities forinvestmentdirectlyinto
renewable energy development, butalso,
and perhaps even more significantly,
indirectly into the supply chain.
Expectations ofinvestorsinnewenergy
projectsare sohigh - andtherisks
associated withthose expectationsare
equallyashigh -thatitbecomesavery
risky contextinwhichtooperate. The
secondis environmental considerations.
Africaisrichinbiodiversity, butthis
richnessis beingrapidly depleted. A
number of renewable energy projects, by
theirnature, are built within biodiversity-
richenvironments, providingimportant
ecosystemservicesanda source of

Source: Sustainable Energy for All, "It has to be both" Instagram, 2 June 2021
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livelihoodforlocalcommunities. If we want
aJust Transitionweneedtolookatthe
whole picture - the environment, society,
biodiversity, the economy - allat the same
time andtake theminto equal
consideration.

James Magor: Could yougiveme
areasontobecheerfulaboutthe

transitionin Africa?

JenniferBoca: The economics of

. renewables - they are substantially
cheaperthanacouple of years

ago.Solfeelvery positive that we can
actually deploy even more. Transforming
the energy systemwould costlessthan
notdoingso, and hopefully this realisation
willget key decision makers movinginthe
rightdirection.

Libby Hirshon: The opportunity to
. putsustainability atthe heart of

the transitionin Africa. Inthe
transitiontorenewable energy, we have
the opportunityincorporate wider
sustainability thinking fromthe beginning,
ensuringour approachis equitable,
inclusive and creates social value locally.
We have the opportunity to develop
somethingthatis truly transformational.


https://www.instagram.com/p/CPnz6LnMRdn/
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Theworld’s centre of gravityis
irreversibly shifting to Asia, creating
newinvestment opportunitiesand the
power todefine the globaleconomic
&energy outlook for the next two
decades. Accelerating the transition of
Asianeconomiesto net zero (especially
scalingrenewables and other low
carbon, resilientinfrastructure)is
thesingle, mostimportantleverto
meet global climate targets and drive
sustainable growth.

Fiveyearsonfromthe Paris Climate
Agreementandalmosttwoyearsinto
the COVID-19 pandemic, the benefits of
reaching "net zero" emissions by mid-
century are wellunderstood for people,
planetandthe economy.

Smartcapitalis moving away from fossil
fuels towards companies whose business
models are based on clean electricity. The
oil&gas value chain—which usedto make
up around 15% of the market cap across
majorindicestenyearsago—isnowless
than 4%.

Butthere are stillmajor barriers whichlock-
intraditional models of capital allocation
and preventtrillions of dollars from flowing
outoftheold, carbon-intensive economy
andinto assetsalignedwith anet zero
transition.

Thislock-inis particularly highin Asia—
whichaccounts for overhalfoftheworld's
carbonemissions. Without changeinAsia
the world will failthe climate change test.

Asia’'s growthand growing climaterisk

Hometo over 50% of the global population
and 17 of the world's 33 megacities, Asia
isalsothelastreal coal stronghold. Over
80% ofthe 500 GW of global coal capacity
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islocatedin Asiaandtheregionaccounts
foralmostthe entire (94%) global pipeline
of new coal power plants.

Noregionintheworldis more climate-
exposedthan Asia. Temperaturesare
risingtwice as fastasthe globalaverage;
climate-related weather eventslike
torrentialrainandtyphoons are setto
increase inboth frequency andintensity.

While this paints a stark picture, italso
representsthebiggestinvestment
opportunity of our time, especially given
the growth profile of theregion. By 2030,
3.5 billion Asians willbe middle class. By
2040, Asiawillrepresent 50% of global
GDP.By 2050, the urbanisationrate willbe
nearly 65%, up from 50% today.

This growth corresponds toamassive
increaseinenergy demand (e.g. Southeast
Asiasawan 80%increasein electricity
needs since 2000 linked to massive
population growth, urbanisationand
industrialisation). This hikein Asia's
demand forenergy over the pasttwo
decadeswas metbydoublingtheuse of
fossilfuels.

Thatisnolongeraneconomically viable
course of action for Asia. As Asiais
arguably the most climate-exposed
regionintheworld, noregion has agreater
economicimperative to transitionits high-
carbonenergy andindustrial systemsto
net zeroemissions by mid-century. Andno
regionhas moreleversto pulltoaccelerate
its decarbonisationjourney.

Key levers for transition = major
investment opportunities

Thetotalamount of capitalneeded for
climate-smartinfrastructureindeveloping
Asiais estimatedtobeatleast $1.7 trilliona
yearover the nextdecade. More than 60%
ofthatneedstocomefromprivate sector
investmentinto assetsalignedwithanet
zerotransitionincluding cleantransport,
power, water, waste management,
sanitationanddigitalinfrastructure. Asthe
singlelargest source of globaltemperature
increase, rapidly decommissioning coal
asapower sourceis the mosturgentlever
toaccelerate the transitionto net zero.
Meanwhile, scalingclean energyinits
placeisthe mostobvious, economically
viable andinvestable solution. The cost

of renewablesis now at grid parity inmost
of SEA, andrenewables help totackle
tackle affordability, access and energy
securityissues. Theycanalsobe ahuge

jobdriver, underpinningmore than a third
ofallenergyjobs andwith the potential
toemploy millions of people, supporting
COVID-19recoveryandlong-term
economic growth. Other than Vietnam,
ASEAN countries have beenrelatively slow
toadoptrenewables. They coulddomore
toincrease competitionand strengthen
the enabling environment to drive down
the price ofrenewables, includinginvesting
ingridinfrastructure, revisitinglocal
contentrequirements, providing certainty
aroundtariffsand project approvals, and
strengthening PPAs.

Transitioning out of coalwould also tackle
major social costslinked to air pollution
while mitigating the huge stranded-asset
risk of fossil fuels. Climate-aligned policies
have already limited the pool of investors
for coalassets dramatically; soonthese
assetswillbe un-financeable.

Thereare other obviousinvestment
opportunitiestoo. Realestateand
digitalinfrastructure are key sectorsfor
the net zero transition: the ADB sizes
theinvestment opportunity forgreen
buildingsin Asiaat $17.8 trillion while
the WEF predictsa $500billion digital
infrastructure investment gap to 2040,
clearly demonstratingthe scale of the
sustainableinfrastructure opportunity
if governments can getthe enabling
investment conditionsright.

Asiacanalsobealeading producer of
environmentally friendly, ethically sourced
wind turbines, PV modules and batteries
fortherest oftheworld. Solar PV capacity
in Asia Pacific could triple to 1,500GW by
2030: China continues to drive deployment
andIndonesiais settobe theregion's
fastest-growing market. Southeast Asian
countrieslike Indonesia are also nickel-
rich, drawinginglobal suppliers of EV
batteriesandfeedingthe growing appetite
forlow carbontransport solutions.

Thetotalamount

of capitalneeded

for climate-smart
infrastructurein
developing Asiais
estimatedtobe atleast
$1.7 trillion ayear over
the nextdecade


https://protect-eu.mimecast.com/s/VKxnCKQQjH2pLKvS32iSm
https://ourworldindata.org/co2-emissions

Asian leaders—who
have traditionally
lagged onthe
sustainability
agenda—are
urgently playing
catchupforfear

of missing these
kinds ofinvestment
opportunities

Asian opportunities, globalleadership

Asianleaders—who have traditionally
lagged onthe sustainability agenda—are
urgently playing catch up for fear of missing
thesekinds of investment opportunities.
With Indonesia as the G20 Presidentin
2022 andIndiahostingG20in 2023, the
world's political centre of gravity is shifting
to Asia, which should help accelerate
climate commitmentstodecarbonise the
region.

Of course, one sizedoesn'tfitall, especially
in Asia's diverse and evolving power
markets. Nevertheless, the mood music
ischangingandnet zerois now the topic
dujour. Chinahas committed to peak
carbonemissions by 2030 and carbon
neutrality before 2060. Japanis targeting
netzeroby 2050. Indonesia's energy utility
has committedto carbon neutrality by
2050. AndIndiais the world's thirdlargest
renewable energy producer with 38% of

totalinstalled energy capacityin 2020
comingfromrenewable sources. Itisalso
ontracktobecomethe globalmarket
leaderinsolarand storage by 2040.

This politicalleadershipisdrivenbya
growingunderstanding of Asia's exposure
tophysicalandtransition climaterisk,
coupledwiththe opportunity to attract
high-quality capitalinto low carbon sectors
andnetzeroassets. [t willbe enabledby a
flourishingdigitalandinnovation economy
and should create aflywheelof enabling
policies torapidly scalerenewablesand
supportotherlow carbonindustries.

Inallof this Chinais key-thelargestglobal
emitter, the driver of Asian activity and at
presentinadeterioratingrelationship with
the US. Happily, though pollutionis seenby
China'sleadership as apressingissue on
the quality of life of her citizens.

Exhibit 1: Annual carbon emissions, 2019

Carbondioxide (carbon) emissions from the burning of fossil fuels for energy and cement production. Land use changeis notincluded.
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Source: Our World in Data based on the Global Carbon Project https.//ourworldindata.org/co2-emissions
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Pathway foran Asian net zero transition

Aligning Asian economies withanetzero
transitionis the single mostimportant
actionneededtomeetglobalclimate
targetsunderthe Paris Agreement. And
gettingAsiatonet zerofirstand foremost
means changing the energy mix. The
Energy Transitions Commission says that
itisbotheconomically and technologically
feasible to decarbonise power systems
by 2040 and gettoanetzeroeconomyby
2050. Its Making Mission Possible report
explainsthat cleanelectrification willbe
the primary route to decarbonisation,
complementedby hydrogen, sustainable
biomassandfossilfuels (e.g. natural gas)
combinedwith carbon capture.

Tomeettheseambitions, governments,
investors, corporates andcivil society
needtoworktogethertoaccelerate the
deployment of zero-carbon solutions
before 2030to put mid-century targets
withinreach.

Key transition pathway milestonesinclude:

— Powersectorisnetzeroby 2040,
mainly throughincreaseduse of
renewable energy

— Largereductionsinenergy demand
acrossallend-use sectors by 2030
coupledwith electrification ofend-use
sectors

— Coalforpowershouldbe reducedby
80% from 2010 levels by 2030 (coal use
for power generation should already
have peakedin 2020)

— Coalforpowershouldbe phasedout
completely by 2040, meaning:

— OECD Asian countries (e.g. Japan,
SouthKorea) and countriesinthe
Northand Central Asia subregion
needtophase outcoalby 2031

— Non-OECD Asjaneedstoreach
areduction of coalgeneration of
over 60% comparedto 2010 by
2030and complete aglobal coal
phase-outbefore 2040
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Scalingrenewable energy fast enough
tomeetthese milestoneswillrequire
clearframeworks to better support
deployment. Forexample, Vietnamis
expectedtoadd 45GW of solar PV this
decade supported by feed-in tariffs
andotherenablingregulation. Similarly,
moratoriums onnew coal like thoseinthe
Philippines can help send the right market
signals. These policieswillneedtobe
coupledwith commensurate supportfor
aJust Transition, compensatingworkers
andensuring fundingand capacity to
retrainandreskill.

Ultimately, the global centre of gravity
is shiftingirreversibly to Asia.No
otherregionwillhave suchanimpactin
shaping COVID-19recovery, economic
stability, employment and equality and
climate outcomes—especially over the
nextcritical two decades.

That offersanunprecedented
opportunity to transitiontheworld’s
energy and economicsystemstobe
more sustainable, resilient, inclusive and
investable.Ignoring this opportunity
would be catastrophicfor climate,
capital markets and communities.
Capturingit could change the whole
trajectory of global growth. Aprize
worth chasing.



http://www.energy-transitions.org/
https://www.energy-transitions.org/publications/making-mission-possible/

Ostro Energy, India
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Overthe pastdecade, Latin America
has made good progressinleveraging
its strong naturalresourcestodrive the
energy transition. Renewables are today
the cheapest source of new electricity
across most of theregionand, after
Europe, Latin Americahas the second
cleanest power mixinthe world, with
61% of the generation comingfrom
zero-carbonsources suchas hydro,
wind, biomass, solar, nuclear, and
geothermal plants. Braziland Mexico,
thetwolargest power marketsinLatin
America, will continue to shape the path
towards decarbonisationintheregion.

With new sources of electricity demand
arising fromair conditioning and electric
vehiclesinthe nextdecades, energy
capacityis expectedtodouble by 2050
inLatin America. While wind and solar
resourcesare expectedtorepresent
half of the capacity expansion (Exhibit 1),
balancingtheinherentintermittency of
suchresources with baseload energy will
be crucialto enable reliable power supply
andasustainable energy transitioninthe
region.

InBrazil, more than 75% of the country's
installed capacity comesfromrenewable
sources, which have alsotakentheleadin
the country's energy expansion—17 GW of
wind generationwere addedtothegridin
the pasttenyears, takingits overall share
ofthe energy generationinBrazilfromless
than 1%in 2011 to 10% today. However,

the dominance of hydrointhe power

grid, nearly 60% ofthe energy output,
hasadded hurdles toits continuingand
sustainable expansion, as Brazil currently
facesone ofitsworsthydrology crises—
reservoirs are atcirca 35% of capacity,
just 2 percentage pointsabove the levelin
2001, whenthe countrylastimplemented
electricity rationing. The current crisis

has putBrazil'senergy systematrisk,
leading to soaring energy prices and
demonstrating that hydroreservoirs can
nolonger provide reliable baseload energy
capacity to supportthe growth of wind and
solar sources.

Following the electricity rationingin

2001, the Brazilian government designed
the Priority Thermoelectric Program
tospurinvestmentsinthermal power
plants, whichresultedin9.1 GW of gas-
firedinstalled capacity. Such additions,
however, are nolonger enough to stabilize
the system. With Brazil's power demand
expectedtodouble overthenext 20years,
amixof gas-firedand renewable power
generationemerges once againasthe
ideal solution for Brazil, asit supportsa
decrease of carbonemissions and ensures
thatsupplyisreliable evenwhenrenewable
energy generationislow.

Natural gasisincreasingly viewed as a
fuelwithadualroleinLatin America's
energy transition; first displacing crude
oilfor power generation, and second
providing baseload power to complement
renewables growth. Toensure gas
continuing feasibility as a transition
fuel,itisgoingtobecriticaltoredesign
its processes and promote initiatives
that proactively decarboniseits value
chain. Usingrenewable energy to power

Exhibit 1: Expansion of energy capacity in Latin America (GW)

1,200

1,000

800

600

400

200

1,035GW

2012

2020 2025

Source: BoombergNEF

30 The Street View

2030

2035 2040 2045 2050

gas production, installingmethane leak
detectiontechnologies, and deploying
CCUS (Carbon Capture, Utilisation,
and Storage) or DAC (direct air capture)
technologies are potentialavenuesto
achieve this goal.

InMexico, natural gas plants currently
comprise over half of the country's
generation capacity, due to abundant US
shale gasimportsthatreduce the marginal
costofrunningexisting gas plants. The
increasing penetration of renewables,
which currently accountforathird of the
generation, canbe easily supported by
the flexible nature of the existing natural
gas generation atleast forthe next
decade, before batteries becomea cost-
competitive alternative.

While Braziland Mexico have big
differencesin their power grids today,
the future composition of these markets
tendstobecome more similar over

time (Exhibit 2), as the region continues
tobalance furtherpenetration ofwind
andsolar sources withreliable gas-fired
generationinthe nextdecades.

Withinthis context, considerable
investmentsare neededtofundthe
energy transitionin Latin America

(Exhibit 3). After solarand wind, natural gas
isthe third energy source with the most
investments neededinthe next 30 years,
with atotal of US$100 billion expectedto
beinvestedinnewgasplants,according
toBloombergNEF. In Brazil, more than 20
GW of new gas capacityis expectedtobe
contractedthrough energy auctionsinthe
nexttenyears—anddueto therecentcrisis
triggered by the lowhydroreservoir levels,
the governmenthasacceleratedits plans
tocontractcirca3GWin 2021 alone.

I Small-scale batteries

I Utility-scale batteries
Small-scale PV

I Utility-scale PV

I Onshore wind

I Biomass
Hydro

I Nuclear

1Ol
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As energydemanddoublesinthe Exhibit 2: Cumulative installed generation capacity, 2050
next few decades, wind, solarand
gas will continuetoplaya
significantroleinthe Latin
American energy transition.In
this scenario, itis clearthereisan
investment opportunity to
implement ourrepeatable
strategy of buildingleading
renewables and gas power
generationbusinessesinourcore
markets. Throughout this
process, as the world transitions
tonetzero20500verthe
following decades, we willremain
focused onfurtherincorporating
decarbonisationinitiativestothe
gasinvestmentthesis, facilitating
thereduction of emissions
throughthe several stagesofthe
gas productionand energy Source: BloombergNEF
generation processes.
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Exhibit 3: Latin America cumulative investmentsinnew capacity, 2020-2050
($tn, realin2019)
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