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TRANSFORMING INFRASTRUCTURE

MIKAEL KARLSSON
ClO, Actis, London
mkarlsson@act.is

Infrastructureisincreasingly essential
totheworld’'s economy. Whetheritis
ensuring a constant supply of clean energy
whereveritis needed, enabling greater
inclusiveness throughimproved digital
communications, or simply creating
efficient transport networks, societies
today cannot function without high-
quality, sustainableinfrastructure. The
COVID-19 pandemichas only served to
throw an even greater spotlight on how
reliant we allare ontheinfrastructure
assets that keep the world moving.

Forinvestors, thefactthatinfrastructure
isnow so essential to everyday life meansit
isanever moreappealing prospect. Butthe
vitalroleit playsisjust one ofthereasons
we believeit shouldbe ontheirradar. Other
aspects ofinfrastructureinvestingalso
make itacompelling proposition.

FOR INVESTORS,

THE FACT THAT
INFRASTRUCTURE IS
NOW SO ESSENTIAL TO
EVERYDAY LIFE MEANS
IT IS AN EVER MORE
APPEALING PROSPECT

Firstly, the sector’'s business model makes
itanimportant component of aportfolio.
Many projects havelong-term contracts:
purchase agreements fromassets suchas
power stations can provide predictable,
inflation-protected cashflows for many
decades, makingthemidealforinstitutional
investors.

Secondly, theinvestment potential for

the futureis enormous. According to
BloombergNEF's New Energy Outlook 2021,
achievingnet-zero carbon emissions by
2050 willrequire as much as $173 trillionin

investmentsinthe energytransition. There
istherefore ahuge needfor capitaltobe
mobilisedandinvestedintheassetclass.

Thirdly, and perhaps most significantly,
there are the positive sustainability
impacts. Infrastructure canhelprealise
alowcarbonfuture,anddeliveraJust
Transitionby supportingeconomic
development and equitable andinclusive
growth. Whetheritisinvestinginclean
energytopowerreliablegrids, orindata
centrestoensure more people have access
tomoreinformation,infrastructurehasa
keyroleto playinensuringafairer, more
equitable, moreinclusive society.

Finally, manyinvestors who have bought
intoinfrastructure have struggledto
source deals or execute with competence.
Weknowitisn'tenoughtoidentifyaneed
asassetmanagerswehavetobeableto
execute effectively. Operational excellence
caninvolve bringing many skill sets together
-civilengineering, financial skills, energy
management, real estate experience for
instance combine togetherinthefast
growingdigital infrastructure space, a
growingbusiness space for us.

What does all this mean for Actis?

One ofthe main sectors we are focusing
onisthe energytransition—investingin
renewables, high-growth utility distribution
businesses, offshore windand, where
appropriate, gas, whichwebelieveisafuel
thathasaroleinthe transitiontowards Net
Zero.Wearealsoinvestinginthedigital
transformation, where we are focusingon
datacentres, fibre-optic cablesandtowers.

Weareaglobalinvestorin sustainable
infrastructure and we unlock value
whereveritis found.Butwe donotbelieve
the level of opportunityis the same
everywhere. We focus our efforts where
85% ofthe world's populationlives and
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where 70% of the world's investment needs
inthe future willberequired. Thereare good
reasons for this focus: we have decades

of experience andaproventrack-record
across Africa, Latin Americaand Asia, and
weare ableto generate high, risk-adjusted
returns that are double the levels you might
typically seeinadeveloped market.

Sustainability sits at the core of our
investment philosophy. Some of the
biggest positiveimpacts we create are by
providingreliable, affordable, clean energy
thathelps supporteconomicdevelopment
whereitis most needed. Meanwhile when
it comestothedigitaltransformation, our
ambitionisto createanenvironmentwhere
businesses canreach more customers,
supportagreaterlevel of e-commerce
transactions, facilitate mobile banking
andimprove education, leadingto more
inclusive economicdevelopment.

We also believe that makinginvestments
thatare sustainableisn’tjust goodfor
society’'swellbeing:itmeansbetter
investment performance and greater
value creation. Our stakeholders—be they
customers, communities, governments,
suppliersorlenders—areanintegral

part ofthis strategy. Weaimto create
sustainability leaders by ensuringthat the
businessesweinvestinareamongthe best
managedintheworld,and employ best
global practicesto create valuelinked to
corporate governance, health and safety,
environmentaland social performance.
Thisinturnmakesthesebusinessesmore
valuable to buyers whichis what we call
valuesdrivevalue.

This first edition of The Street Viewin
2022looks more closely at Actis'rolein
transforminginfrastructure forabetter
tomorrow. It examinesthe current
infrastructure gap, the role of private capital
inclosingit, the challengesininvestingin
the sector,andhowtoresolve them.


https://vimeo.com/683422953

Ewen Cameron Watt, Editor-in-Chief, and
Joonas Taras, Actis, begin by examining
how theinfrastructureinvestment
opportunity canbeunlocked and Olivia
White, from our Sustainability team,
highlights the imperative to build
infrastructure that drives truly sustainable
andinclusive economicgrowth. We then
takearegionalfocus, firstlookingat
Centraland Eastern Europe where Neil
Brown, Partnerand Head of the Investor
Development Groupinterviews Lucyna
Stanczak-Wuczynska, Chair at BNP Paribas
Polskaand Strategic Advisorat Actis to
discussthe opportunities and unique
features ofinvestingininfrastructurein this
region.

Thisisfollowed by Latin America,

where Alberto Estefan, Marcelo Guerra
and Mauricio Carvajalinthe Energy
Infrastructure team give an overview of
Latin America'sinfrastructureandtherole
of governments across three sectors—
towers, tollroads and power generation.
Thisisfollowed by interview case studies
fromthree of our portfoliocompaniesinthe
regionwho give onthe groundinsights, a
sectionthat we've called Company Voices,
—Atlas Renewable Energy, Babiléniaand
Pelicano.

Simon Ogus, CEO, DSG Asia Ltd and Rahul
Agrawal, fromthe Energy Infrastructure
teamat Actis, provide commentaryon
infrastructure and growthin Asia, and
Sowmya Narasimham, fromthe Energy
Infrastructure team provides aninvestment
thesisoninfrastructureinindia. Thisis
followed by Company Voicesinterview case
studies from An Phat Holdings and Sprng
Energy. Andfinally, Lisa Pinsley, Energy
Infrastructure, and Funke Okubadejo, Real
Estate, compareand contrast the Middle
Eastand Africa, lookingat the challenges
and opportunities of infrastructure
investment, and highlighting the power

of partnershipsintheseregions. Thisis
followed by a Company Voices interview of
our portfoliocompany, Lekela.

Takentogether, lhopeyou'llagree that the
storiesinthis edition of The Street View
giveaninsightintotheuniquerole Actisis
playingintransforminginfrastructure for
abettertomorrow. At COP 26, the world
talked aboutits ‘decade ofaction'—butat
Actis we are already embarking on our third,
bringing together operational experience
and sustainable investing to deliver
positive development. Our deep sector
knowledge —many of us have decades of
experienceintheindustry—meanswe have
asignificantlevel of understandingabout
the most effective pathstovalue creation.
Infrastructure benefits frominvestorswho
know their business. The fact that we have
teamsonthegroundinour marketsgives
usinsightsintolocal environments which
are socriticaltoasuccessfulinvestment.
Andwe have clearleadershipin many
ofthe countries we operatein, which
meanswe are able to generate compelling
performance forourinvestors.

AT COP 26, THE WORLD
TALKED ABOUT ITS
‘DECADE OF ACTION" -
BUT AT ACTIS WE ARE
ALREADY EMBARKING ON
OUR THIRD, BRINGING
TOGETHER OPERATIONAL
EXPERIENCE AND
SUSTAINABLE INVESTING
TO DELIVER POSITIVE
DEVELOPMENT

Building betterinfrastructureis critical
ifthe world is to meet its economic,
environmental, inclusiveness and
sustainability goals. By focusingon the
countries which we believe have the
greatest needs-andhence present

the greatest opportunities - Actisis
determined tobe at the forefront of
mobilising global capital soit canhave the
most effective outcomes - forinvestors
and societies alike.
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US$3.7
trillion

globaldemand forinfrastructure
investment annually®

US$15
trillion

infrastructure financing gap by
20407

$173
trillion

investmentsinthe energy
transition to achieve net-zero
carbon emissions by 2050°

US$3.2
trillion

of publicinvestmentin
infrastructure stimulus
announced by G20 governments
between February 2020 and
August 20214

The private investment gap
betweenlow andhigh-income
countries

persists - only 5 o/
of private 2 /0
investmentininfrastructure

projects occursin middle
and low-income countries®

1  World Economic Forum Strategic
Infrastructure, 2014

2 GloballInfrastructure Hub's
Infrastructure Outlook

3 BloombergNEF, New Energy Outlook
2021

4  Global Infrastructure Hub's InfraTracker

5 GlobalInfrastructure Hub's
Infrastructure Monitor 2021



https://outlook.gihub.org/
https://outlook.gihub.org/
https://about.bnef.com/new-energy-outlook/
https://about.bnef.com/new-energy-outlook/
https://transformativeinfratracker.gihub.org/overview/
https://www.gihub.org/infrastructure-monitor/
https://www.gihub.org/infrastructure-monitor/
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UNLOCKING THE OPPORTUNITY

EWEN CAMERON WATT
Editor-in-Chief, Actis, London

JOONAS TARAS
Macro, Actis, London

jtaras@act.is

The pandemic has left many governments
with asignificant clean-upbilland
stretchedbalance sheets. Total global
debtincreasedto263% of GDPin2020and
90% of all countries saw their borrowing
increase (see Exhibit 1). Debt
sustainability hasbecome animportant
challenge tolong termrecoveryinmany
global economies. Inborrowing from the
future-whichis what debt does-havinga
planto enhance future growthbecomes
ever more essential.

Movinginto the third year of the pandemic
investors mustincreasingly confront
some of the harder questionsaround

debt sustainability. Could this movie

have ahappyending? Yes, it can. And
infrastructure investmentproperly
organised and executed playsanimportant
role both for borrowers (countries) and
investors seekinglongdurationassets.

Casehistories suggest fiscal solutions
fallinto two buckets: Conventional/
Constructive onone handand
Unconventional/Destructive onthe other
(see Exhibit 2).

Infrastructureis akey enabler of the first
three conventional solutions, whilstalso
aligningmacro priorities withinvestor
returns. Packawettowelonyourheadas
youreadon.

Neoclassicaleconomic theoryholds that
investmentand productivity are clearly

@ LISTEN TO PODCAST

EXHIBIT 1: TOTAL DEBT DEVELOPMENTS DURING COVID-19
Percent of GDP

320
240
160

80

1970 1980 1990 2000 2010

EMDEs

2020
— World — Advanced economies

Note: Data are available for up to 192 countries.
Source: Kose, Ayhan et al. (Nov 2021) What Has Been the Impact of Covid-19 on Debt working paper
WPS 9871: World Bank Group

EXHIBIT 2: CONVENTIONAL AND UNCONVENTIONAL FISCAL SOLUTIONS

Conventional Unconventional

Higher Growth Debt Default

Fiscal Consolidation Debt Restructuring

Privatisation Inflation
Wealth Tax Financial Repression

Source: Kose, Ayhan et al. (Sept 2021) The Aftermath of Debt Surges Policy Research working paper
WPS 9771: World Bank Group

linked. Theoristsargue thatincreasesinthe
quality ofinputs have amultiplierimpact
onoutputs (GDP growth). Accordingto the
World Bank study ‘Lifelines: The Resilient
Infrastructure Opportunity’ (Hallegatte
etal 2019) investinginfoundational
infrastructure - both physicalanddigital - is
critical to stimulate innovation, whichin
turnisthebasis for productivity gainsand
long-rungrowth. As one of the study points
out: "Fromservingour mostbasic needs

to enabling our mostambitious venturesin
trade ortechnology, infrastructure services
supportourwell-beingand development
[...]JAccesstobasicinfrastructure services
isalsoacentralfactorinthe productivity of
firms and thus of entire economies, making
itakey enabler of economic development”.
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Fiscalrevenuesarelinkedto growthas
spendingis more highly taxed than saving.
Thelinkfrom higher productivity to
strongerrevenueisclear.


https://vimeo.com/683423594
https://documents1.worldbank.org/curated/en/801991638297695658/pdf/What-Has-Been-the-Impact-of-COVID-19-on-Debt-Turning-a-Wave-into-a-Tsunami.pdf
https://documents1.worldbank.org/curated/en/801991638297695658/pdf/What-Has-Been-the-Impact-of-COVID-19-on-Debt-Turning-a-Wave-into-a-Tsunami.pdf
https://documents1.worldbank.org/curated/en/249451631308017450/pdf/The-Aftermath-of-Debt-Surges.pdf
https://documents1.worldbank.org/curated/en/249451631308017450/pdf/The-Aftermath-of-Debt-Surges.pdf

Aslongagoas 1994 the late Edward
Gramlichaformer governorofthe Federal
Reserve and Professor of Economics at
the University of Michigan proposedthat
thereturntoinfrastructureinvestment
was lower inadvanced thandeveloping
economies. His propositionwas that this
arose because the maininfrastructure
categories were saturatedinthe former
leaving abias to repairand maintenance.
In2019, the International Monetary Fund
(IMF) estimated economic multipliers from
infrastructure investment foremerging
markets (EM) of 1.6x that of developed
markets (DM). Inthis case they calculated
thatthere were clearimplications that
publicinvestment multipliers-the bang for
the buck-wereinversely correlated to the
level of initial capital stock. The lower the
latter the higher the former. Furthermore,
they suggested there was considerable
spillover from publicinvestmentintothe
private sectorwhorespondedtothese

improvements withincreased expenditure.

Hallegatte etalshowintheir2019report
thatthereturnin EMwas $4 forevery
$1linvestedininfrastructure. Butthese
returns canevenbeclosetozeroinsome
DM.

Whilstthe development case for
infrastructureinvestmentis clear-cut,
fundingthisisless straightforward.In The
World Economic Forum's study 'Strategic
Infrastructure’it was estimated that the
infrastructure funding deficit stands at
US$1tnperannum. Thisis the difference
betweenwhatis neededandactual spend.

WHILST THE
DEVELOPMENT CASE

FOR INFRASTRUCTURE
INVESTMENT IS CLEAR-
CUT, FUNDING THIS IS
LESS STRAIGHTFORWARD

Theinfrastructurefundinggapis
particularlyacutein EMand developing
economies (EMDEs).Ina 2020 study the
World Bank estimates that EMDEs must
investonaverage 4.5% of their GDP per
annumto achieveinfrastructure-related
United Nations Sustainable Development
Goals. Most of these countriesare noteven
nearthis spendrate.

Theinability ofinfrastructure supply to
keep up withthe demandreflects severe
publicbudget constraints, especiallyinthe
developingworld. Given post-pandemic
fiscal pressures, most governments simply
cannotaffordtoactas principal financiers
ofinfrastructure projects. Higher private
sector participationis essential, particularly
inthe developingworld.

Such participation-rich country savers
funding poorer country borrowers-only
meetsdemandifreturns exceedthosein
the home market ofinvestors. To borrow
fromlegendaryinvestor Charlie Munger,
‘show me theincentives and | will show you
theoutcome’.

Suchincentives existandare being
enhanced. Governments are likely to
increasingly collaborate with private sector
or offer outright concessions tobridge
theirinfrastructure fundingneeds. This
willincrease the infrastructure investment
opportunity space, includingcontract
terms on offer. Currently around 20%
ofinfrastructure projectsinEMDEs are
financed purely by private investors, and
thisshareislikely toincrease throughto
2030. Privateinvestment and partnerships
allow governments to transfer life-cycle
costsofinfrastructure projects away from
publicbudgets by creatinginvestable
assetsandviable opportunities for

the private sector. And private sector
involvement will serve tobuttress
improvementsinvaluation transparency
and standardisation of concession terms.

Infrastructure investments forinstitutional
investors - which collectively sitontop

of morethan US$100tn of assetsunder
management - and othersis no charity.
Muchneedstobedoneinregulatory,
financial, and societal space toattract this
muchneededinvestment. The case studies
inthis edition of Street View demonstrate
that the dual outcomes of enhancing public
efficiencyand generatingattractive private
returns are possible. And, as pastreturns
suggest, thereare wideranges of outcomes
toinvestors by sector, geography,and asset
manager.
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THE CASE STUDIES

IN THIS EDITION
DEMONSTRATE THAT

THE DUAL OUTCOMES

OF ENHANCING PUBLIC
EFFICIENCY AND
GENERATING ATTRACTIVE
PRIVATE RETURNS ARE
POSSIBLE

Marshalling this opportunity requires
considerable changeinpractices. For
starters, the discipline (and the framework)
of capitalallocation has toimprove to avoid
unproductive outcomes. The outcomes for
inefficient power producers suchas Eskom
in South Africa, longdrawn-out political
disputes, and populist policy mixes (Brazil,
Mexico and Nigeria provide examples) and
muddledincentives (ChinaandIndia) are
examples of failures. Exhibit 3 shows that
decades ofacapital expenditure-ledboom
has still left China with higher debtand lower
fixed capital stock per capitathanJapanor
Koreahadat similarincomelevels.

The supply of bankable projects (and not
just capitalallocation) also has a material
effect onproductivity multipliers stemming
frominfrastructure. Oneexample,
accordingto G20 Infrastructure Hub, is the
level of Project Preparation Facilities (‘'PPF’s)
which play a crucialrole through technical
andfinancial assistancein evaluating
projectidentification, feasibility and
structuring. PPF's are expensive (5-10% of
project cost) and most frequently foundin
less developed countries - 44% of PPF'sin
2020werein Africaand only 4% in Western
Europe.

Countrieswith poorer starting
infrastructure potentially afford higher
returnstoinvestmentthanin DM, according
totheIMF's 2019 Working Paper 19/289
entitled’lsthe PublicInvestment Multiplier
Higherin Developing Countries?’. The
example of Japan since 1980 shows ‘pork
barrel’ politics with ‘bridges-to-nowhere’
haslimited sustainable economicimpact.
Andyetinvestorsas opposedtocitizens
have certainly donebetterinthelastdecade
inDMthanEMinfrastructure. The 2021 G20
GloballInfrastructure Hub's Infrastructure

EXHIBIT 3: US$ CAPITAL STOCK PER CAPITA, 2020 PRICES
250,000

200,000

150,000

100,000

50,000

1955 1970

IIndia I China 0 Taiwan

1990
USA [ Japan

2020
Korea

Source: DSG Asia Limited calculations based on Government and other supranational data

EXHIBIT 4: 10-YEAR RISK-ADJUSTED RETURNS BY TYPE OF EQUITY AND
MARKET

Sharperatio
(<1=bad, >1=acceptable to good, >2=very good, >=3=excellent)

Developed Markets

Emerging Markets

I Unlisted Infrastructure BListed Infrastructure 0 Global Equities

Note: Risk-adjusted returnis measured by Sharpe ratio

Source: Global Infrastructure Hub's Infrastructure Monitor 2021 (Dec 2021) citing MSCl and
EDHECinfradata (2021a), based on data sourced from Scientific Infra (indices.Scientific Infra.com)
Copyright © 2022 Scientific Infra. All rights reserved*

*The EDHECinfra Data (2021a) used in the present document are the intellectual property (including registered

trademarks) of Scientific Infra and/or its licensors, which is used under license within the framework of the Scientific Infra
activity. Scientific Infra is not responsible for the moral or material consequences of their use.

Monitor shows that returns per unit of risk
have beenhigherinDMthanEM (Sharpe
Ratio), see Exhibit 4.
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https://www.gihub.org/infrastructure-monitor/

Some of this difference arises from higher
leveragein DM projects (about 60% of the
excessaccordingtothe G20) and sector
composition (ingeneral renewables and
utilities beat out transportand social
infrastructure). Project size alsomattersas
dofinancing costs. Telecoms untilrecently
hasbeenapoorriskin EMwith 14% debt
defaultrate overthe 2010-20 period. By
contrast Energy has beenastandout with
highreturns and cumulative defaultrates
of 6% over 20years. The net effect has
beenthatprivate sectorinvestment has
becomeincreasingly concentratedin DM
which now receive 75% of private flows yet
areonly 50% of the total stock of private
infrastructure. Andyet, the fundamental
thesisthat EMhasthe potential to deliver
greater marginalinfrastructure benefits
remainsintact. Thekeyliesinproject
readiness and execution skill.

Itrequiresan experiencedinfrastructure
investment house with first-class planning
and project management capabilities,
aswellas deeplocal networks, to deliver
excess private capital returns. According
tothe 2017 Oliver Wyman study 'Breaching
the Infrastructure Gap', poor planning

and execution capacity, as wellas limited
acknowledgement oflocal culture, have
beenidentified as critical reasons why
private infrastructure investors have failed
inthe pasttodeliver expectedreturns.

Thus, executionmatters, particularlyin

EM. We know from Actis’ own experience
across hundreds ofinfrastructure projects
thatthisis critical. We focusedin The Street
View lastyearontherole ofimproving
management of facilitiesinreturns to power
projects andbelieve thereisanother 50% to
gointhisarea. We wroterecently ondigital
infrastructure emphasisingthat demand

was growingrapidly, but that execution skill
sets (including the yield ofaunit of datatoa
unit of power) determined outcomes.

Atthe end ofthe day thoughifeconomic
returns are enhancedby infrastructure
investment through productivity the
pathto fiscal sustainability is clear. Whilst
fiscal constraints eatinto development
expenditure, the scope for privatisationand
risk sharingincreases. Productivity growth
is central to this virtuouscircle.

Thefiscal pathaheadisuncertainforall,
perilous for some. Fiscal health must
becomeanincreasing focus forinvestors.
But spending your way out of trouble
solongasthereisnotinfrastructure
oversupplyislogical. Properly executed
itcanalsorepresentaprofitable way
forward for both publicand private
investors.


https://www.act.is/wp-content/uploads/2022/02/the-power-revolution-streetview-march-2021.pdf
https://www.act.is/wp-content/uploads/2022/02/the-power-revolution-streetview-march-2021.pdf
https://www.act.is/wp-content/uploads/2022/02/actis-macro-forum-december-2021.pdf
https://www.act.is/wp-content/uploads/2022/02/actis-macro-forum-december-2021.pdf

INFRASTRUCTURE AND SUSTAINABLE

GROWTH

OLIVIA WHITE
Sustainability, Actis, London
owhite@act.is

Infrastructure provides the backbone to
economicdevelopment. It keeps goods,
people, services, electricity and data
flowing. But beyond economic growthand
jobcreation, infrastructure development
alsodelivers societalimpacts—increased
access to educationandhealth services,
financialinclusion, women’s economic
empowerment and improved quality of
life.

Withoutreliable electricity, clean
water, efficienttransportandaccessto
communication networks, economic
productivity is stifled, incomes remain
lowand poverty persists. Thereisa
huge, untapped opportunity to provide
underserved populations with all the
benefitsthat moderninfrastructure
provides. But significantinvestmentis

required todriveinfrastructure growthand
unlockitsroleinmeetingthe United Nations
Sustainable Development Goals (UN SDGs).
Welook at this through the prism of two
keyinvestmentarenas for Actis - energy
transitionanddigitalinfrastructure.

Electricity infrastructureis paramountto
economic and social well-being

Access tomodern energy services

remain crucial tohumanwell-beingand
economic development, accordingto the
International Energy Association (IEA). The
electrification of these servicesis critical
fortackling climate change and helping
deliverajustand equitable transition.
Electricity infrastructure, however, remains
amajor developmentchallenge as noted

@ LISTEN TO PODCAST

by thelEA, withover 768 millionpeople
lacking electricity access globally, mostlyin
sub-Saharan Africa. Onamacroeconomic
level, energy shortagesare a significant
dragoneconomicgrowthandjob creation.
For example 76% of firms in Nigeria cite lack
of electricity as the biggest constrainton
their operationsaccordingtothe Center for
Global Development.

Inadditiontoadirect correlation of energy
accesswithincomelevels (see Exhibit 1),
electrificationboosts otherindices of
wellbeingand equality. Researchby CDC on
thedevelopmentimpact fromelectricity
highlights the followingbenefits with the
strongest evidence (Exhibit 2).

EXHIBIT 1: ENERGY USE IS HIGHLY CORRELATED WITH A COUNTRY'S INCOME CATEGORY

Upperincome
(>$12,735 GNI
per capita)

Upper middle
income
(>$4,125)

-0
4
G

(>$1,045) Keny
Tanzania ‘
. Eritrea Nepal
. ‘ Banglades|

‘Ethiopia‘

Lowincome

Congo, Rep.
Lower middle
income

Gross national income per capita

Congo Dem. Rep.

Ghana

300kWh

Germany .
United Kingdom 1~

Luxembourg

%
United States Norwa’

Switzerland

Denmark gf\ustralia

Italy 1 Canada

Cyprus Korea, Rep.

Uruguay Bahrain

Argentina ‘ Russian Federation
Gabon '
Mexico .
Botswana China @ Montenegro
El Salvador Algeria AIbTh.aiIand
isi ania
‘ Ture Kosovo
Indonesia Armenia
Philippines W Londuras
Moldova Ukraine

Nicaragua

. Zimbabwe

Mozambique

1,000kWh

Kyrgyz Republic

5,000kWh

Annual energy use per capita

1 Extremelow energy KLowenergy 1 Middle energy 1Highenergy

Note: Size represents population

Source: Center for Global Development, Income Categories and Proposed Energy Categories (2016), World Bank, World Development Indicators (2013)
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https://vimeo.com/683431038
https://www.cgdev.org/media/income-categories-and-proposed-energy-categories

EXHIBIT 2: POSITIVE IMPACTS OF POWER INFRASTRUCTURE DEVELOPMENT

Macroeconomic
indicators .

economicgrowth

entrepreneurship
Microeconomic «
impact
:
Community and

individualwell- -«
being .

chores)

andyears of schooling

Creation of jobs directly, indirectly or by induction through

Increase of business productivity, competitiveness and

Increase ofincomes and expenditure
Time saving for new activities (e.g.income generation, leisure,

Improvinghealthcare, reducing health problems, increasing
awareness of healthissues, reducingaccidents

Reducingindoor air pollution and associated disease
Improvingchildren’s educational outcomes, increasing study hours

* Improvingwomen'’s equality and empowerment by enabling greater
participationin non-household work, giving greater decision-
making power, improvingleisure time

* Increaseof perceived safetyinthe communityandathome

* Increasingaccesstoentertainmentandinformation through

television

Source: CDC, 2020 What is the impact of investing in power?

As thefourthutility, digitalinfrastructure
catalyses economicdevelopment and
boosts societalimpacts

Datacentres, towers andfibre, whichall
enableinternetaccess, havebecome
amongst the most fundamental forms of
infrastructure globally. Internet
connectivity—enabled by vast networks of
digitalinfrastructure—promotessocialand
economicinclusiveness, efficiency and
innovation.

Digitalinfrastructure'slink to GDPis

clear -itis estimatedthata 10%risein
mobile broadband provisioncanyielda
1.5%increase in GDP per capita (which
increasesto 2.5% in Africa),accordingto
thelnternational Telecommunication Union
(ITU). Otherindirect benefits forindividuals
and communitiesinclude:

» Enablesgender-inclusive enterprise
where anonline platform connects
womento customers, providingthem
withamarketplace to selltheirgoods
fromtheirownhomes.

*  Provideseducationonline whichhas
beencritical duringthe COVID-19
lockdowns which forced schools
online, meaningcommunities without
reliable internet connectionwere
unable to access education, further
exacerbatinginequalitiesinlower-
incomeregionslackinginternetaccess.

Thisis exemplified by reportsfrom
Actis’ South African fibre-to-home
company, Octotel, which observed
passratesinschools coveredbyitsfibre
of89% during 2020, compared 79%in
unconnectedschools.

« Facilitatesaccesstohealthcare whichis
increasingly digitised, particularly since
COVID-19.

» Strengthensbusinessresilience by
enablingremote working where 10% of
the globalworkforce (supporting nearly
300millionjobs) worked fromhome
during COVID-19 lockdowns according
to the World Economic Forum.

* Improvesagricultural productivity
where digital solutions can make
agriculturalinterventions more precise
and connectfarmerstootheractorsin
the value chain.

« Catalysesfinancialinclusion by enabling
electronic payment systemsand
e-banking.

Despite these benefits, poordigitalliteracy
remains abarrier tounlocking the true
impact of digitalinfrastructure, soit’s vital
thatlocal people can develop digital skills.
Actis portfoliocompany, Rack Centre

(data centre) haslauncheda ‘Skills to
Employment Program’ to develop the digital
skills ofup to 170 low-middle-income young
peopleinlLagos.
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Infrastructure needs tobe sustainableand

resilient

Theseinvestment needs are clear. Buthow
dotheyalignwithaNet Zeroworld? How
canwedecouple economic growthand
carbonemissionsandavoid the poorest
nationsbeinglockedinto outdated carbon
intensiveinfrastructure?

Werecogniseitis not sufficient to simply
constructinfrastructure at the lowest
price point. We strive to build assets
which are future-proofed, decarbonised,
andinclusive whichinturnstrengthens
livelihoods, tackles poverty andreduces
inequality ina virtuous cycle for economic
prosperity and development.

We leverage our extensive operational
expertise to create “sustainability leaders”
across our portfolio companies (Exhibit 3).

IT IS NOT SUFFICIENT
TO SIMPLY CONSTRUCT
INFRASTRUCTURE AT
THE LOWEST PRICE
POINT. WE STRIVE TO
BUILD ASSETS WHICH
ARE FUTURE-PROOFED,
DECARBONISED AND
INCLUSIVE

EXHIBIT 3: CREATING “SUSTAINABILITY LEADERS” IN INFRASTRUCTURE

Technologies

Renewable
energy

& .

Resilience

Choosingtechnologies toachieve best-in-class operational
efficiencies for energy, embodied-carbon, waterandresources.

« Sourcinglow-carbon orrenewable energy to provide power and
alignassetswithaNet Zero pathway.

Improvingtheresilience of assets (and surrounding communities)
towithstand acute and chronic weatherrisk. Thisinvolves working

with nature-based solutionswhere possible.

& .

Communities
growth.

Biodiversity

Lifecycle

Working collaboratively with local communities tobolsterlocal
skillsand educationandincrease employment and entrepreneurial

Partneringwithlocal stakeholderstorestore biodiversity and the
ecosystemservicesitunderpins.

« Assessinghumanrightsandlifecycleimpacts of materialsand
supply chainsto source asresponsibly as possible (e.g. battery

minerals, solar panels, e-waste)

Source: Actis

Aswebuild, operateand transform
infrastructure to supportalow-carbon
future, we mustalso continue to explore
emerging technologies which support this
transition. Theseinclude green hydrogen,
electric vehicle charging networks,

decarbonised cementand greensteel.

By doing so, we canbuildinfrastructure
thatdrives truly sustainable andinclusive
economicgrowth,and unleashesthe
sector’s enormous potential toachieve
the UNSDGs.

SprngEnergyinstalled Automated Water Dispensers ("ATMs") to provide
local communities with access to clean and safe drinking water
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Centraland Eastern Europeis oftenseen
asamajor destination forinvestment
activity thanks toits potential for
economicgrowthandlegacy
underinvestment. Butit has several
unique features which canmean
challenges for outside investors -
particularly thoseintheinfrastructure
sector - who wish to deploy capitaland
take partinitstransformation. Actis’ Neil
Brown spoke to Lucyna Stanczak-
Wuczynska, one of theregion’s most
respectedbankers with close to 30 years’
experienceinbankingand private equity
anda Strategic Advisorat Actis, todiscuss
the opportunities that may be available.

NeilBrown: Arethere
infrastructure sectorsin Central
and Eastern Europe thataremore

attractivethanothers? Whatarethe
region’smaininfrastructure needs?

Lucyna Stanczak-Wuczynska: The
wholeregionhaswitnessed
remarkable achievementsinthe

last few decades: doublingits GDP per
capita, attracting foreigninvestorsand
emerging more resilientfromthe Global
Financial Crisis.

Inrespecttoinfrastructure, despite
substantialinvestments, there still
remains agreat deal of inefficient heavy
industryintheregion,includingageing
orevenobsolete energy assets, witha
very significant continuingdependence
onfossil fuels (especially in Poland, Czech
Republic, Serbiaand Moldova). This means
low quality air for the population. Thereis

@ LISTEN TO PODCAST

EXHIBIT 1: OFFICIAL EXTERNAL FUNDING AVAILABLE FOR THE RECOVERY
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Source: Mauro Giorgio Marrano, UniCredit Research, Not alone: Financial support of the Western
Balkans (Jun 2021) SUERF Policy Note 247, based on EU data and UniCredit Research calculations

lessdensetransportinfrastructurethanin
the Western European Unionbut good —if
stilluneven - access tobroadband. More
structuralreforms are needed, particularly
whenitcomes to the efficiency and quality
ofgovernance at state-owned enterprises -
around 70% of infrastructure assets are still
state-owned.

Ithinkthe mostimportantinfrastructure
needisbetter connectivityacross
borders—that's both withinthe regionand
acrosstherest of Europe. Thatincludes
betterrail,road and digital infrastructure.
The secondareaofneedisthe energy
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transition towardslow carbonand energy
efficientinfrastructure - asthe share of
renewable energy is still quite low, generally
between 10% and 20% in the majority of
the countries (especially in South East
Europe and Western Balkans) and the path
towards aNet Zero economy willrequire
substantial efforts. Andthe thirdareais
digital transformation, whetheritis 5G,
the Internet of Things', sustainable data
centres, oraccessto flexible networks.
Overall, Ithinktheregionisvery opento
transformationand has great prospects.


https://vimeo.com/684284968
https://www.suerf.org/docx/f_c9adc1dfd14d7b8622477ac0629b3d13_27375_suerf.pdf
https://www.suerf.org/docx/f_c9adc1dfd14d7b8622477ac0629b3d13_27375_suerf.pdf

Neil: What should be therole of the
publicand private sectors? Should
governmentsbe providing

regulatory andlegal certainty, orare there
otherrolesthey canplay?

Lucyna: The sheer scale of
infrastructure investmentthatis
neededwon'tbe possible without

the private sector. If wearetomeetthe
requirements of the Paris Agreement, even
with vast support from various European
investment funds (in particular Next
Generation EU and EU Multiannual Financial
Framework funds, that mayreachevenupto
12% of GDP of some of the Central, Eastern
and South Eastern Europe countries, such
as Croatia or Bulgaria), (See Exhibit 1) there
will stillbe a significant need for private
sectorinvolvement. But how this
cooperationbetween private and public
should workis not always simple. Projectsin
theregioncanface challengesinterms of
lengthy procurement, structuring, design
and preparation. There are frequent cost
overruns and delays. The major challengeis
todeliverrobustandbankable projects,
with effectiverisk sharingbetweenprivate
and public participants.

Encouragingly thereare now new systems
of supportfortherenewable sector, greater
transparency, stable legalframeworks

and afavourable climate to dobusiness.
Thereisalso greater support comingfrom
internationalandlocal development finance
institutions. Thereare somelandmark
public-private partnership projectsin
theregion,inparticularinthe motorways
sector.

Neil: Thinking more about what
you'vejust said, how do you think
Centraland Eastern Europe

compares withtherest ofthe continent?
Aretherethingsthatareuniquetothe
region?

Lucyna: Whatreally distinguishes
theregionisthe pace and dynamic
of economic growth. Thereisalso

huge capacity and appetite forresearchand
development (R&D) and technologyin
Centraland Eastern Europe, linkedtothe
large, well-educated populationinthe
region, particularlyinfields like engineering.
Andfinally, thisisalargeandimportant
regionatthe crossroads betweenthe West
andtheEast.

Neil: Whatis therole oflenders and
debtintheinfrastructure
ecosystem - is theavailability of

creditaconstraintin Centraland Eastern
Europe?

Lucyna: Creditis available, theissue
is usually mainly about how to make
aproject'finance-ready’or

bankable.|believe thereisstillaneedto
strengthenthe financial systeminthe
region. Itis dominated by the banking
sector: nearly 90% of the economy is
financed by banks. Andthose banks are
generallyliquidand hungry for attractive
transactions. Whenyouaddin multilateral
institutions and otherlocal development
banks, it's clearthereisnolack of available
financing (atleastinthe nearfuture). But
thiswillchange overtimeasinfrastructure
portfolios growandtenors getlonger, so
thismay comeupasanissueatalaterstage.

Whatis missingare well-developed
andintegratedlocal capital markets -
institutionalinvestors andlocal pension
funds could have been far more present
thanthey have been, particularly whenit
comes tolong-terminvestments. Thereare
anumber of greenbonds and sustainability-
linked bonds out there, but thisis all still
reallyinitsinfancy and would benefit from
greaterdepth.
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Neil: How would you summarise the
effect ofinfrastructureinthe
region?

Lucyna: Infrastructureisagreat
enabler of economic productivity,
butitalso has effects beyondthat.

Goodexamples are the cleanair
programmesintheregion (with the support
comingfromthe EU). Ifyoulookatthem,
yousee thatwhenthere areimprovements
in specificinfrastructure suchas more
sustainable district heatingand greater
electrification, youend up notjust witha
more productive economy but withlonger
life expectancy, better health outcomes
and anumber of other positive flow-on
effects. Irena estimates that the economic
value of avoided air pollutioninthe Central
and South East Europeregionis estimated
atbetween EUR5bnand EUR20bn peryear
in2030. Betterinfrastructure hasbroader
socialimpactsleadingto greaterinclusion.
The wholeimpactis multi-dimensional.
Looking forwardinvestingincleanand
smartinfrastructure willnot only provide a
boosttoshort-termgrowth, butbring
longer-termresilience of societies.

WHEN THERE ARE
IMPROVEMENTS IN
INFRASTRUCTURE,

YOU END UP NOT

JUST WITH A MORE
PRODUCTIVE ECONOMY
BUT WITH LONGER LIFE
EXPECTANCY, BETTER
HEALTH OUTCOMES AND
OTHER POSITIVE FLOW
ON EFFECTS



Metro de Santiago, Santiago’s underground railway system, which is powered by
electricity produced by Pelicano, arenewable energy producer that ownsa 110 MW solar
plantinLaHiguera, Chile.
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Latin America'sunderdeveloped
infrastructure hinders productivity,
employment and growth. Strained fiscal
balances post COVID-19increase therole
of the private sectorinfunding
infrastructureinvestments. Whilst the
role ofthe government varies across
sectors, thereareappropriate contractual
andrisk-allocation mechanismsthat can
fosterinvestment from
telecommunication towersto tollroads to
wind farms.

Therelevance ofinfrastructure
investmentinLatin America

Thelnter-American Development Bank
(IDB) estimates thatin Latin America, a
dollar ofinfrastructureinvestment has

a 1.5xmultiplier effectinterms of GDP
overfiveyears. Theyalso estimate that
investmentininfrastructure generates, on
average, 36,000 new jobs per US$$1 million
invested. Thistype of job creation benefits
low-income households andimproves
incomedistributionin one of the most
unequalregionsintheworld.

Infrastructureinvestmentsalso foster
integrationandinternationaltrade. Latin
Americahascommercial costsalmost
60% higherthanin Asia, in partdueto
deficienciesininfrastructure. |DB studies
suggestthata 1% decreaseinlogistical
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EXHIBIT 1: AVERAGE INFRASTRUCTURE INVESTMENTS 2015 - 2019 (% OF GDP)
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costsinPacific Alliance countries (Mexico,
Chile, Colombiaand Peru) wouldincrease
exportsbyupto4.5%.

Despite this, infrastructureinvestmentsin
Latin America have nearly halved since the
late 1980s from ~4% of GDP. Other than
Peruatnearly 5% and Mexico's paltry 1.5%
major countriesintheregioninvest ~2.5%
of GDP oninfrastructure, mainly onroads,
energy projectsanddigitalinfrastructure
(see Exhibit 1).
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Latin Americalags when comparedto other
regions:accordingtothe IBD:between
2008 and 2018, Latin American countries
invested onaverage 2.8% of GDPin
infrastructure while the figurewas 5.7%in
East Asiaandthe Pacific, 4.8%in the Middle
Eastand North Africaand 4.3%in South
Asia. Studies fromthe DB argue that Latin
Americaneedstoinvestabout 5% of GDP
ininfrastructure ayear to catchup with
advanced economies. Uncertain politics,
fragmented financingand sometimes
dysfunctional concessionregimes have
hampered progress. Fortunately we do see
progress.


https://vimeo.com/683427843
https://outlook.gihub.org/

Who fundsinfrastructure spent?

Most ofinfrastructureinvestmentinLatin
Americais fundedby the public sector,

but the private sectorhasakeyrole.
Acrosstheregion, approximately 20%
ofinfrastructure spendis funded by the
private sector (~0.5% of GDP). Inthelargest
economies, private sectorinvestments
ininfrastructure range fromalmost nil

in Argentinato 0.25% of GDP in Mexico
and over 1% of GDP in Chile or Brazil (see
Exhibit 2). While the overallinfrastructure
investmentis higher China, India or Russia,
relative private sectorinvestmentin

Latin Americaasashare of GDPis higher
compared tothesethree countries.

Diversification of funding sources matters:
publicfundingis sensitive to economic
cycles (procyclical)andis usually short-term
focused.Between2000and 2016, total
primary government expenditureinLatin
Americaincreasedby 5.2% of GDP, with
only 12% of that figure allocated tolonger
terminvestments suchasinfrastructure.

COVID-19 hasunderscored the benefits

of diversifying funding sources. Latin
American countries have focused on
mitigating the steep ~7% GDP contraction
for 2020 with short-termtools such

as money transferstovulnerable
populations and credits/guarantees for
businesses. Longer-termspending, suchas
infrastructureinvestment, hasresultedin
large cutbacksintheregion.

Anadditional challenge that governments
faceacrosstheregionare weaker fiscal
positions.In2008, theregion'saverage
fiscal balance was -0.4% of GDP whereas
the IMF October 2021 Fiscal Monitor
forecasts deficitsabove 3% out to 2025.
Gross publicdebt rose from 40% of GDPin
2008t068%in 2019 andis forecasted by the
IMF tobe 74% at the end of 2025.

EXHIBIT 2: AVERAGE INVESTMENT IN INFRASTRUCTURE, 2008-2017
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But what cangovernmentsdo?

Therole of the state varies by sector. In
some, governmentactsasacontracting
agenttypically tendering for the
constructionand/or operation of specific
assetsandremuneratesthe private
contractor under specific performance
indicators.Inothers, the private sector
leads onproject development, commercial
pathways and executionrisk, suchasthe
datacentre space.

Inthis section, we discuss ouronthe ground
view around the key mechanismsto attract
private capitalacross sectorsthathavea
naturaltendency for varyinglevels of public
sector participation. Werevisit towersin
the Digital Infrastructure sector, tollroads
and power generation.
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Digital Infrastructure - Towers

Most Telcos and TowerCosintheregion
are privately owned. The Telcoslandscape
isdominated by five major private
operators: Telefénica, América Movil,
Millicom International, AT&T (DirectTV),
andLiberty Latin America.Inthe tower
sector, American Toweristheleading
player with ~50,000 towers and Telefonica
asitsanchortenant; Sitios and Telesites
(both affiliated with América Movil)

follow with ~36,000and ~19,000 towers,
respectively. Otherrelevant players
include SBA Communications, Phoenix
Tower International, IHS Towers and Digital
Colony.


http://dx.doi.org/10.18235/0002571
http://dx.doi.org/10.18235/0002571

While the private sector focuseson
providing services to economically viable
cities, governments have focused on
promotinginvestmentstoconnectthe
unconnectedandimprove dataaccess,
especiallyinruralareas. Thedigital divide
is particularly starkin Latin America
where several countries have 50 to 80
subscriptions of mobile broadband per 100
inhabitants (vs ~95in OECD countries) and
just30% to 70% households haveinternet
accessinmost countries (see Exhibit 3).

Despite havingalimitedrole as contracting
oroperationalagents, governmentsinthe
region have setregulatory frameworks to
attractprivateinvestmentsinthesector
andletprivate players take thelead on
executionand commercial efforts.

Therearethreekeyleversthat
governments have usedtoinfluence the
industry: frequency auctions with coverage
obligations, flexible policies for the
promotion of neutral networks and tax
incentives foruneconomical projects (i.e.
ruralareas).

In Chile, for example, the Government held
a5G spectrumauctionduring 2021, raising
US$450m. The country expects US$3.5bn
ofinvestments by 2023 to fulfiltender
obligationsand US$5bnin 5G-related
investments over the next five years.
Similarly, Brazilauctioned 5G spectrumand
raised ~US$8.5bn while setting specific
additionalinvestment obligations for the
winners.

Infrastructure - TollRoads

Tollroadsisone sector wheretherole of
the stateis crucial, asit centralises planning
and expansion of the road network and
actsas contractingagent. Brazil, Mexico,
Colombia, Chileand Peruhavereliedon
public private partnership (PPP) schemes,
which alleviate budget constraintsand
transferresponsibilitiesandrisk to private
investors.

Across theregion, concessions have
evolved fromthe monetisation of
existingassetstomandatingtargets for
delivery of growthandrisk sharingon
trafficoutcomes. Chile was afirst mover,
where the Governmentbegantorelyon
concessionsin 1993 to buildandimprove

EXHIBIT 3: HOUSEHOLDS WITH INTERNET ACCESS (A
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theroad network. By 2020, the country had
over 70 contractsin place with materialised
investments of US$18bn. Over 3,600km
ofroads are concessioned through PPPs
(~17% of total paved roads). PPPsin Chile
include aminimum guaranteedrevenue for
the concessionaire.
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In Mexico, the Government provides

two maintypes of PPPs: concessions
where the operator takes trafficrisk

and Service Projects (PPS) with fixed
availability payments thatincorporateroad
maintenance and exclude tolls. Around
20% ofthe more than 50,000km of federal



highways are tollroads. Approximately
half of tollroads are operated by the
Government, with the balance by the
private sector.

InBrazil, thereare 23,230kmroads under
20-50year concessionagreements. Thekm
under private capital ownershipis expected
toincrease by two-fold viaapipeline of 45
new concessions, which will transferan
additional 25,000km of roads to the private
sectorviaprivatisations.

Energy-Power Generation

The power generationspaceislargely
liberalisedacross the continent with
unbundling of the value chainacross
generation, transmission, distribution

and commercialisation. Thiswasamodel
spearheaded by Chilein 1982 andreplicated
acrosstheregion: Peru, Colombiaand Brazil
inthe 1990s and Mexicomorerecentlyin
2013.

InBrazil, once environmentalllicense and
technicalrequirements are met, projects
canparticipateinanenergy auction, where
distribution companies (56 in total, of
which 45+ are privately owned) place their
desired contracted amount, and generators
bidtosecurea15to30-year, inflation
adjusted BRL denominated Power Purchase
Agreement (PPA). Another mechanism
available to generatorsistosellunderthe
"Reserve Auction”,where the Government
isthe offtaker. Morerecently, asthe sector
continuesto evolve, more consumers

are allowedto securedirect PPAs with
generators. Thisis projected toincrease the
Commercial & Industrial (“C&I") space from
c.21GWin2021to 45GW by 2025, based
onthecontractedincremental generation
capacity for the period 2021-2025.

Intotal, the private sector owns 80% of
Brazil'sinstalled capacity, which as of
2021 standsat 185 MW - accordingto

the Government's 10Y expansion plan
2031, published by the EPE. Wind and
solar generation, mostly privately owned,

have had asignificant expansionthat
today correspondstoc. 30GW of installed
capacity.

In Mexico, whichwas the latest of thelarge
Latin American countriestoliberaliseits
power sector, the Government still plays
akeyrolewithover 50% of the installed
capacity via the national utility, CFE.
Privately owned power plants have three
routes to secure commercial viability: 1)
state-sponsored PPA auctions; 2) state-
sponsored Build Own Operate tenders;

or 3) market solutions via C&l PPAs or
merchant projects. Privateassetsare
usually anchored onlong-term (15yr+),
USD-denominated PPAs with no or limited
priceand volumerisk for the producer. The
private investor takes the development
and constructionriskandalso aview
onuncontractedrevenues. Giventhe
contractedanddollarised nature of the
cashflows, projectsare financedbya
deepanddiverse pooloflenders:local
development banks, internationalbanks
and capital markets.

INFRASTRUCTURE
INVESTMENTS ARE
BENEFICIAL FOR LATIN
AMERICA AS THEY
INCREASE ECONOMIC
GROWTH, REDUCE
INEQUALITY AND FOSTER
INTERNATIONAL TRADE.
YET THE REGION IS NOT
INVESTING ENOUGH

In Chile, therole of governmentisless
pronouncedasit mainly organises tender
processes on behalf of distribution
companies through the regulator (CNE).
Allgenerationtechnologies compete
inthe publictendersandcontractsare
standardised with 15 to 20-year terms and
USD cashflows, which allows deep financing
alternatives. Four companies concentrate
~65% oftheinstalled capacity: Enel,
Colbun, AES Gener, and Engie.
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In Colombia, the market hasbeen
historicallydominated by shortand
medium-term contracts notlongerthan
fiveyearsandinlocal currency. However,
asthe Government seeks tointroduce
renewable energyintothe generation
matrix, ithas promotedincentives suchas
long-termauctions providing PPAs with 15-
year tenor. The private sectorholdsa ~75%
market share with four dominant players:
EMGESA, AES, Celsia, ISAGEN; while the
state owned EPM holds theremaining 25%.

Latin Americahas awell-established
trackrecord of private funding of
infrastructure across several sectors
ontheback ofregulatoryregimesthat
have sought tobalanceriskallocation
betweenthe stateandinvestors.

This hasbeenachieved viamodels for
sectors wherethe state hasasmaller
role, such asdigitalinfrastructure,
aswellasforsectorswheretherole

of governmentis crucial, such as toll
roads. The successful experience of
the power sector, largely liberalised
acrosstheregionis telling:theregion
generally benefits fromrobustand cost
efficient power systems thatleverage
onLatin America's naturalresource
endowments (wind, solarirradiation,
natural gas and hydro capacity).

Infrastructureinvestmentsare
beneficialfor Latin Americaas they
increase economic growth, reduce
inequality and fosterinternational
trade. Yettheregionisnotinvesting
enough. The private sector canplaya
roleinmaking up for theinvestment
deficit, particularly ina context
wherefiscal balances are strained
duetothe COVID-19response.

Liberalisationand enhanced
private sector participation frees
up government resources for

social spending, healthcareand
education. Unfortunately, the
political tide has turned towards
populismacross theregion. There
arerisks that theincentivisation of
private sector capitalreverses thus
widening theinfrastructure gap.
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Atlas Renewable Energy has growninto
one ofthe mostrecognisedrenewable
energy companiesinthe LATAMregion.
The company has over one GW of early-
stageto fully operational projects
across Latin America. Atlas Renewable
Energy has uncompromisingly adhered
torigorous standardsin development,
constructionand operation oflarge
photovoltaic (PV) projects.

Michael Harrington: Where do you
see current and future demand for
cleanenergyin LATAM?

Carlos Barrera: Like many other
jurisdictions globally, LATAMis
embracing an energy transition

agenda. Goingforward, we see nonew coal,
andverylittlelarge hydro beingbuilt. The
majority willbe renewable energy and some
gas. Ifyou putthatinto specific metrics,
2021 saw about 16 GW of solar and wind
beingbuilt. This year has forecasted about
18 GW. We see that trend continuingand
likelyincreasing over the next few years.
However, thisis only servingtoday's level of
demandandtransition. Onceyoustart
seeingelectricvehicles proliferateinthe
region,andindustrial processes startingto
transitiontorenewables, we're goingto see
demandforcleanenergyincrease
exponentially.

WE'RE GOING TO SEE
DEMAND FOR CLEAN
ENERGY INCREASE
EXPONENTIALLY
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Michael: How has the pandemichad
animpact ondemandand
operations for Atlas Renewable

Energy?

Carlos: The pandemichas seen
challenges, losses and sacrifices
across many countries foralot of

people.Inthe context of ourindustry, the
sectorhasdemonstrateditselfto be quite
resilient. Initially demand for electricity
dropped, but returned to pre-pandemic
levelsrelatively quickly. And during this
period, what we actually sawwas an
increaseingovernments doublingdownon
anenergytransitionagenda. The short-
term shock was shortlived.

Withregardsto our operations, it was
reasonably seamless forustogoremote,in
partbecause we have afairly decentralised
footprint. We took early actionto close
officestoenable peopletooperate
remotely ona full-time basis. We managed
toreachfinancial closing for one of our
projectsvery earlyoninthe pandemic,
andthenforthree additional projects
throughoutit. Now, lockdowns did cause
disruptionandthere were unprecedented
logistical dislocations. Thislatter point has
resultedinindustry wideimpact. However,
duetoearly planning, we were not affected
nearly as much as many of our competitors.
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Michael: What doesitmeantobea
sustainability leaderand what
benefits has thisbroughtto Atlas

Renewable Energy?

Carlos: We areabusinessthatis
acceleratingthe energy transition.
Everyincrementalinvestment that

we make reduces the production of CO2 by
tens of thousands of units. However, our
focuson ESG goes beyondthereduction of
CO2.

We're proudtoberecognisedasaleader
inESG. We arecommittedtoit, dueto

the convictionthatbusinessand society
areinseparable. We needto considerthe
wellbeing of abroader set of stakeholders
indecisionsthat we make andifwedon't, it
doesn't work; decisions willlead to pursuits
thatarenotsustainable.

Whatisinterestingistodescribe some
ofthe social programs we've carried out.
Todate, we've positivelyimpacted over

35 communities by improving education,
‘building capacity’ and promoting
sustainableliving. We have trained around
1000womeninthe ‘'We Are All Part of

the SameEnergy' program, totake on

high skilled jobs during the construction
ofrenewable energy projects. This has
increasedthe percentage of female
participation onour sites fromabout 2% to
over 15%. That's meaningfuland generates
realchangeinthewaytheindustryislooking
atgenderdiversity.


https://vimeo.com/683430024
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Edlicas Babilonia (Babilonia)isa 137 MW
wind farmin North East of Brazil,aregion
whichboasts some of the best wind
resourcesintheworld. Throughalocal
teamanditsadvanced operations centre
inSao Paulo, it monitors the wind turbines
and substations withreal-time data, thus
ensuring extraordinary availability and
energy generation efficiency.

DaviCarvalho Mota: Whatisthe
current and future demand for
clean energyinBrazil?

Ruy Lima: Brazil is wellknown for
havingalot of greenandrenewable
energyinits portfolio. Out of the

180 GW total electricity generation
installedinBrazil, morethan80%is
renewable. Most of itis coming from
Hydroelectricfacilities (110 GW) followed by
Wind Energy (21 GW), Biomass (15 GW) and
Solarwhichis currently asmall portion of
that (5 GW), butit has been developing
quickly.

We expectthatinthe nextthreeyearsthere
willbe another 9-10 GW of new wind energy
projects comingonlineinBrazil. That
means we're goingtobe closeto 30 GW of
installed capacity of wind derived energy.
Asaworldwide comparison, Chinahad
thelargest quantity of new wind projects
installedin 2020 followed by United States
andinthird place there was Brazil. Since we
have strongand consistent windregimes,
we expectthat wind generationin Brazil
will continue to be successfulinthe coming
years.

Davi: Whatimpact did COVID-19
have ondemand and your ability to
operatetheassets?

Ruy: The pandemic taughtus that
we neededtoactfast, lookafter our
team membersas wellas our

surrounding communities. To maintain
continuous operation, we needed to make
sure that ourteamsdidn’'t getsick.
Therefore, thefirstactionwastokeepall
externalvisitors toaminimumandif
necessary, they were tested before arriving
tothesite. Intwoyears, we only had eight
cases of COVID-19 and the team members
had only minor symptoms allowingthemto
quickly returntowork.

Energy generationis considered essential
services, solockdowndidn'treally affect
us. Therewas asmallreductioninenergy
demandin 2020, but with the V-shaped
economicrecoveryinBrazil, wearebackat
the generationlevels we were before the
pandemic.

Davi: What doesitlookliketobea
sustainability leader? What
benefitdoesitbring?

Ruy: We must considerthebest
ways to meet our needs nowadays,
without compromising future

generations. Sustainability doesn'tjust
mean generating energyinagreenerway, it
alsomeansfacilitating for the local
communities to make improvementsin
theirownlives forabetterand sustainable
future.

We engagedthe communityand
incentivised themto participateinvarious
trainingprograms such as hairdressers,

barbers, bakers and offered computer skills.

We also provided agricultural support,
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selecting 33 families and providing them
withtrainingandresources tobuild hen
houses foreggproduction. They were
abletoproduce 60,000 eggs per month
and arenow able to sustainthemselves
independently.

Davi: What are the key driversto
operational excellence?

Ruy: We were considered, by our
turbine operator/supplier (Siemens
Gamesa), theirbest sitein Latin

Americainterms of availability for two years
inarow. It's certainly not easy to maintain
this positionbut we believe thatit was
feasible due tothe pro-active engagement
ofallteam members and service providers.
Utilisation of dedicatedreal-time software
totracktrends utilizing artificialintelligence
and creatingalgorithmsisalsovital, asitcan
beusedto predictandtherefore avoid
stoppages. Our mottois Act Fastand Act
Smart.

Davi: What have beenthe most
valuablelessons you havelearned
todate?

Ruy: The world has changedalotin
thelasttwoyears. Adapt quickly to
the new environment protecting

and supportingour teams, ourlocal
communities, and our assets. Train, train
andretraintheteams, bealertto symptoms
and test whenevernecessary. Supportlocal
communities asmuch as possible, which will
maintain their supportinthe future. We
were able to provide masks, hand sanitiser
andfood packages whenthey were needed
most. Actis always asks what we are doing
toensure ESGis coveredforthelocal
communities. We certainly share their ESG
goals.


https://vimeo.com/683430024
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ElPelicano Solar Company SpA (Pelicano)
isarenewable energy producer that
ownsa 110 MW solar plantlocatedinlLa
Higuera, Chile. The plant delivers 300 GW
hours peryear of electricity to Metrode
Santiago, Santiago’s undergroundrailway
system, makingit the first publiclarge
transportationsystemintheworldtorun
onrenewable energy.

Javier Areitio: Whatisthe current
and future demandfor clean
energyinLatin America,andin

Chileinparticular?

Hugo Vits: The demand for
renewable energyinlLatin America
isalready significant. In Chile,

around 27% of electricity demandtoday is
met by wind and solar power, and ifweaddin
the figure for hydroelectric power,
renewablesasawholeaccount for 47% of
total power demand. Looking ahead, it
should be possible forrenewable energy to
reachbetween 70% and 80% of demand by
2030, asaresult of voluntary agreementsto
retire coal plantsand mandates to
decarbonise power generation.

The maindriver of the switch torenewables
hasbeenlower costs.Renewable power
purchase agreements (PPAs) are priced very
competitively. Commercialandindustrial
customerssuchaslarge copper minesare
demanding PPAs thatare 100% renewable,
cancelling their existing high-carbon PPAs
and payingthebreak fees.

Latin Americahas atremendous
opportunity tobecomeagloballeaderin
energy sustainability. Theregion already
hasaverylow carbon footprint compared
totherest ofthe world, so combined with
goodhydro, wind and solar resources, we
should see a cost-effective, rapid switch to
low carbon overthe next 20 years. However,
this willrequire substantialnewinvestment

inenergyinfrastructure. Todate, most
investments have beenfocussedon
power generation, but a substantial step
upisneededintransmission, storageand
distribution to capture the full benefit
ofrenewable generationand provide
operational flexibility.

Javier: Whatimpact has the global
pandemichad ondemand, and
your ability to operate?

Hugo:1n 2020 the pandemichada
significantimpact onthe economy
andthusonthe electricity demand

of most countries. That demand decrease
didnotimpactPelicano giventhatithasa
longterm contractthroughwhichitsells
100% of the electricity generated
regardless of the demand evolution.
Operationally, disruptionto Pelicanowas
minimal given that our plant was already
capable of operatingremotely 24/7.Asa
result, we did notregisterany Covid
infectionsacrossboth 2020and 2021.

Javier:Whatis the key driver of
operational excellence for you?

Hugo: The key enableris teamwork,
witharelentlessfocuson
continuous and safe operational

improvementsthathaveabottom-line
impact. We alignthe mindset of ourteams
througha‘challenge and assist’ processto
execute opportunities and mitigate risk.
Best practicesare sharedacrossall Actis
platforms, withthe support of the Actis
operational team.
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Javier: Whatbenefitsdoesbeinga
sustainability leaderbring?

Hugo: Sustainabilityisallabout the
triplebottomline; better economic,
social,and environmental results. If

youwanttobealeader, youalways needto
look for new waystodomore andbetter.

Interms of specificbenefits here, we
provide cleanand cost-effective solar
energy to Metro, the undergroundrail
networkin Santiago. That means Metro
todayisthe most significant clean
electromobility optioninacity whichis
well-known forits air pollution. So there
are economic benefits fromthe cost
effectiveness of our energy, butalso health
and environmentalbenefits fromlower
fossilfueluse, fewer emissionsandbetter
health.

Wealso strivetohaveanimpactonthe

local community inwhich we operate.
Around Pelicano thereareherderswho

had traditionally used costly liquid fuels to
generate electricity. Together with thelocal
municipality, we now provide them with
solar energy systems to minimise the use of
theseliquid fuelsand bring the benefits of
accesstorenewablestoourneighbours.

Javier: Youhavebeenpartofthe
Actis family for five years. What
arethe mostvaluablelessonsyou
havelearnedtodate?

Hugo: Themainlessonhasbeenthe
benefits of teamwork throughthe
relationships with both our

contractorsand with Actis’ sustainability
andfinancialteams. We always need tobe
technologically aware andlook at
opportunities andrisks, but the ability to
createteamsacross multiple organisations
hasbeenfundamental.


https://vimeo.com/683430024
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Economicgrowth canbedelivered by
employing anincreased quantum of
different factors of production (land,
labour and physical capital),improving the
said factors’ productivity, and finally (and
arguably less sustainably) by employing
leverage.

Nouniquerecipe has, as yet,been
discoveredthat guarantees economic
development. However, successful
transitioners have generally provided
sufficient macroeconomicandlegal
stability to mobilise savings, whichin
turnfacilitatesincreasedinvestmentsin
human and physical capital. An openness to
international trade and expertise hasalso
invariably been part of the special sauce.

In previous articles for Actis, | have
discussedthe human capital part of the
equationandshoneaspotlightontherole
of female educationand empowerment
indrivingeconomic growth across Asia.
Intoday's outing, | willfocus more onthe
concomitant role that capital mobilisation,
specificallyinvestmentin productive-
potentialenhancing physicalassets suchas
plantand equipmentandinfrastructure, can
playindevelopmental success.

Acountry’s national wealthis broadly
speakingthe sum of the value of allits
assetsandits consumerdurables. And
theassetstockinturncanbedividedinto
threebroad categories—landandinherent
resource endowments, financial assets, and
physical fixed assets such asinfrastructure,
residentialand commercial buildings, and
productive plantand machinery.

EXHIBIT 1: FIXED INVESTMENT AS A % OF GDP
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ONCE A COUNTRY

HAS ACCUMULATED A
SIZEABLE STOCK OF
FIXED ASSETS THE
MARGINAL GAINS START
TO DIMINISH

Inthe earlier stages of economic
development,itisfairly simpleto generate
catch-up growth by movinglabour from

the farmtothe factoryanddeepeningthe
capital stock. Itisonly once acountry has
accumulated asizeable stock of fixed assets
that the marginal gains frombuildingmore
starttodiminish. Although therichest Asian
economies, suchas Japan,HongKongand
Singapore, have arguably alreadyreached
thisstage,itisalothardertopositthat
other Asian countries, noteven China, are
truly capital stocked out.

As Exhibit 1illustrates, countries that have
witnessed economic take-off, suchas
post-CivilWar America, post-World War ll
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JapanandKorea, and morerecently China
andIndia, have seenthese associated with
multi-decaderisesininvestment-GDP
rates. Invariably, as suchbooms mature,
theyareaccompaniedbyincreased
malinvestment as capitalis either deployed
atthewrongpriceorintoprojectsthatare
never going to offer a positive payback to
those who originally put up the money.
However, irrespective of the financing
aspects, acountry’s citizens can continue
to enjoy the benefits of the physical
investments for many decadestocome.

IRRESPECTIVE OF THE
FINANCING ASPECTS,

A COUNTRY'S CITIZENS
CAN CONTINUE TO ENJOY
THE BENEFITS OF THE
PHYSICAL INVESTMENTS
FOR MANY DECADES TO
COME.



Chinaprovidesasalient, contemporary
caseinpoint. The People's Republic of
China (PRC) has sustained aninordinately
highinvestmentrate for multiple decades
accompanied, by ahugeincreaseinfinancial
leverage. The authoritieshave, inrecent
years,beentryingtoreininsomeofthese
excesses whichwilllikelyinvolve atleasta
modicum of pain. However, if we consider
Exhibit 2, despite these cyclical challenges,
itcanbe seenthat China's per capita capital
stockhasonlyreachedthelevelsachieved
by Americainthe 1940s, Japaninthe early-
1970s, and Koreaand Taiwan thirty years
ago. (Indialags evenfartherbehind.) From
apurely macroeconomicperspective,

the PRC still offers plenty ofinvestment
potential-both hard and soft.

It should be stressed thatalowerper
capitastock certainly does not negate
against cyclicalbooms andbusts which
canbe particularly painful if mismanaged
particularly badly. However, a poorer
country, with astill strongly positive
nominalandreal structural growth
trajectory, canbetterabsorb “wasted” kit
overtimethancanarich, slowergrowth
equivalent.

Thinkbackto Chinain 1990. Adecade
aftertheintroduction of Deng Xiaoping's
"OpenDoor" policies, the country’s per
capitaincome and capital stock was still
onlyonaparwiththelikes ofIndiaand
Bangladesh. While the performance ofthe
poorer Asianeconomies has been pretty
impressive too over the past thirty years
—especiallyincomparisonto the majority
of similar markets elsewhere—none, save
anevenpoorer Vietnam, has succeededin
mobilising savings andinvestmenttothe
extentachieved by Beijing. Indeed, today
China compares favourably to middle
income economies such as Malaysiaand
Thailand who were far ahead some three
decadesago (Exhibit 3).

Thechallenge for these economiesisto
mobilise savings, both domesticand
foreign,andto henceimprove absorptive
capacity. Thisrequires,amongst other
factors,awelcomingand predictable
investment climate, flexible labour
markets and improvedinfrastructure—an
Actis speciality —all of which canhelp to
attract far stronger flows ofinward foreign
directinvestment.

EXHIBIT 2: US$ CAPITAL STOCK PER CAPITA, 2020 PRICES
China's current capital stock per capitaequivalentinreal termsto:
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EXHIBIT 3: US$ CAPITAL STOCK PER CAPITA, 2020 PRICES!
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The case for developing Asialagging far
behindin terms of capital stock per capita
is quite clearand the need forinvestment
inthese physical assets veryimmediate.
Governmentsintheregionrealise the
same andalso believe thatinvestmentin
infrastructureisthebest way to get back
togrowthinapost-pandemicworld.

Evidence of the same canbe seenfrom

the factthat many Asian countries suchas
India, Bangladesh, Vietnam, Philippines,
Indonesia etc have accelerated the push
forinvestmentininfrastructure, facilitated
by ambitious nationalinfrastructure

plans, policy measures, andincreased
opportunities for private sector
participation. These countries are strongly
committedtodevelopingand upgrading
infrastructure facilities and tomaking
infrastructure developmentacentre-
stage effort to support sustainable post-
pandemicrecovery.

MANY ASIAN COUNTRIES
HAVE ACCELERATED THE
PUSH FOR INVESTMENT
IN INFRASTRUCTURE,
FACILITATED BY
AMBITIOUS NATIONAL
INFRASTRUCTURE PLANS,
POLICY MEASURES,

AND INCREASED
OPPORTUNITIES FOR
PRIVATE SECTOR
PARTICIPATION

India

Indiahas come up withan Infrastructure
Vision 2025 under whichithaslaunchedthe
NationalInfrastructure Pipeline (NIP) to
invest US$1.5tnacross fiscal year 2020-25.
The Governmenthasalsolaunched a 4-year

National Monetization Pipelinetoraise
US$80bn private capital by transferring
revenue rights of brownfield projects to the
private sector. Aclear framework, ready
list of core assets,and new productslike
real estateinvestment trusts (REITs) and
infrastructureinvestmenttrusts (InvITs)
toboost private participation through tax
optimised structures arethe cornerstones
for making this successful.

SouthEast Asia

Indonesiahasplansto spendUS$429bnon
infrastructurein 2020-2024, anincrease of
20% fromthe US$359bn spentin 2015-

19 period. Some of the major projects
thatare beingbuiltinclude the US$34bn
Trans-Sumatra TollRoad, and the US$6bn
Jakarta-Bandunghigh speedraillink. The
Philippinesis promotinga "build, build,
build” programme toupgrade the country’s
infrastructure facilities and Thailand has
earmarkedUS$33bnfor public-private
partnerships (PPPs) during 2020-27, which
consists of 92 projects of which 18 are high
priority infrastructure plans.

Theinfrastructureinvestmentneedhas
been estimated at US$24bnannually until
2040. The electricity sectorin Vietnamaims
todoubleits current capacity of 68GW to
135GW by 2030 spendingaround $100bn
mostly inrenewable and gas projects.
Transportationis gettingamajorpush

as wellwith major projects suchas the
c.US$50bninhigh-speed north-southrail
linkand US$13bnin eightraillinesin Hanoi
and Ho ChiMinh City.

Sustainableinfrastructure

Akey catalystthatisleadingtotheneed
fornewforms of infrastructure creation
and sustainable infrastructure creation, is
the opportunity and obligation that Asia
hastomove towards energy transitionand
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aNet Zerofuture.Indiahas already made
rapid strides towards thisasitis closeto
achievingits 175GWrenewable energy
targetof 2022 andisnowonthe pathto
achieve 450GW by 2030.

Incontrast, the Southeast Asiaregion has
lagged behindinadoption ofrenewable
power.However, thereisrenewed
recognition of the untapped potential of
Southeast Asia's natural capital. Reshaping
the currentecosystemfromresource
extractionto electrificationis one of the
largest challenges Asia-Pacific (APAC)
has ever faced. Immediate opportunities
lean toward driving energy efficiency and
renewables, scaled by grid modernisation
and electrification,and onthe horizon,
rethinking transport, emergingcarbon
capture technologiesandhydrogen
innovations.

Digital infrastructure

Underpinned by the massive growth
indata consumption, the pandemicis
alsoacceleratinginvestmentindigital
infrastructure. APACisleadingthis growth
indata consumptionandis expected,
accordingto PwC's Strategy&, torecord
c.21% growth per annum during 2020-
24,resultinginthe gap between APAC

and Europeinterms of per capita data
consumptiontodwindle.

Within APAC digital infrastructure, data
centres have garnered huge supply side
infrastructureinvestments—c.US$56bn+
in2020according to Strategy&, and higher
thanEurope. India's governmenthas laid
emphasis ondigitalinfrastructure with
specificfocus on datacentresand fixed/
mobile broadband networks. For thefirst
time the major cloud providers are building
theirown greenfieldlocationsin developing
APAC locationsandreducingthereliance
onthetop five to sixmetros of Singapore,
Tokyo, Beijing, Shanghai, Sydney etc.


https://vimeo.com/683424179

Infrastructureinvestment

While the need for new and sustainable
infrastructureinvestmentsisimmediate,
the pandemichasdealtaheavyblow
togovernmentbudgets. Asaresult,
governmentsaroundtheregionarefocused
onturninginfrastructure projectsintoan
assetclassthatcanattractanincreasingly
diverserange ofiinstitutionalinvestors.

GOVERNMENTS ARE
FOCUSED ON TURNING
INFRASTRUCTURE
PROJECTS INTO AN
ASSET CLASS THAT
CAN ATTRACT AN
INCREASINGLY DIVERSE
RANGE OF INVESTORS

Liquidityissuesandfiscal pressuresare
leadingthe governmentstorealise value
fromthe existing operationalinfrastructure
assetswith cashflow. While this asset
recyclingand monetisation would help
governmentstoraise funds, whichare
expectedtobe ploughedbackto pay for
new infrastructure, the sameis stillnot
goingtobe enoughfortheadditional
infrastructure fundingrequirement

for APAC (US$1.7tnannually by 2030

as per Asian Development Bank), thus
governments are focusing on opening or
wideningavenues for ever more private
sector participation. Thisisresultingin
increasingemergence of PPP opportunities
acrossIndiaand South East Asian Nation
countries.

Evidencealso suggests that,ingeneral, the
private sector can effectively and efficiently
finance, construct, operate and maintain
infrastructure assets. Therefore, inthe
post-COVID-19 world, private investment
ininfrastructureis expectedtobecome
evenmorerelevantanduseful.

Fortheir part,investorsalsoremain
extremely bullish overthelong-term
fundamentals ofthe APACinfrastructure
sector withinvestors focusingon new
financingroutes, enhanced partnership
models and changingrisk mitigation
strategies with sustainability at the core.
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Investmentinenergy andinfrastructure
underpinsIndia’s ability to achieveits
ambitious growth targets. Indiahas
proposed two critical reforms, the
National Infrastructure Pipeline (‘NIP’),
which targetsa total capital outlay of
USS$1.5tningreenfieldinfrastructure
projectsby 2025, and the 4-year National
Monetisation Pipeline (‘NMP’), which plans
toraise US$80bn throughdivestment/
monetisation of brownfield/operating
assets. Success ofIndia’sinfrastructure
planisdependentonsynergiesachieved
inimplementing thesereforms. This has
beenreiterated by the Finance Ministerin
February 2022'sbudget announcement,
where there hasbeenasignificant focus to
drive capexand augment infrastructure
spendinthe country.

The National Infrastructure Pipeline was
drafted with the vision of raising quality

of life and ease of livingin India to global
standards. Creatingnew and upgrading
existinginfrastructureis criticalin
achievingthisvision. The plantargets 12
infrastructure themes with energyand
roads at the helm, contributing 42% of total
investment.

Within Energy, investmentinrenewable
energy accountsforasignificant portion
amountingtoUS$12bn (Fiscal Year (FY)
2020-2025), withatarget of tripling from to
450GWbyFY 2030.

Private participation has played a significant
roleinachievinggrowthinrenewable
energyinindia.lthasbeenoneofthe
preferred sub-sectors withininfrastructure
forforeigninvestors, primarily due to

(1) astableregulatory framework (2) shorter
project timelines to commissioning

(3) arobust payment security mechanism
(4)long contracted concessions and

(5) astrongalignment towards global
sustainability thesis.

Developingacohesiveinvestment
environmentis critical to attract financing
forindiatoachieveits Net Zero status

by 2070. Further, growthinrenewables
should also be backed by development of

astrongenergy storage system, including
batteryenergy storage systems, pumped
hydro energy storage systemtointegrate
large volumes of renewables. The Central
Electricity Authority (CEA) has already
begunthe process of creatingaframework
to enable participation of energy storage
anddemandresponseinancillary services
tobalance thegrid.

PRIVATE PARTICIPATION
HAS PLAYED A
SIGNIFICANT ROLE IN
ACHIEVING GROWTH

IN RENEWABLE

ENERGY IN INDIA

While Indiahasthe secondlargestroad
network globally, thereisaneedtoimprove
connectivityand augment capacities of
existingroads to supportthe country’s
growingeconomy. Roads accountfora
dominant share of modaltransportand
India scores onlyamoderate 76% onthe
World Economic Forum’'s Road Connectivity
Index, that measures average speedand
connectivity of major citiesin the country.

Further, Indiahas the highest percentage
of deathsinroadaccidents, makingit
imperative to enhanceinfrastructureand
strengthenroad safety. Todrive this,asa
part of NIP, the Government has identified
greenfieldinvestments ofuptoc.US$270bn
towards enhancingroadinfrastructure
inIndia. While bulk of financingunder NIP
isexpectedtocome fromamixofstate’s
budgetary support, financial institutions
and externalaid, c.10-15%is expected
tobemobilised through monetisation of
operatingassets.

Nexttorenewable energy, roads has been
the other sub-sector withininfrastructure
with evolved public-private partnership
(PPP) models. While foreigninvestor
participationin greenfieldinvestmentshas
been subdued, operatingroadassets have
witnessed s significantinvestorinterest.
Enhancedinvestorinterest stemsfrom (1)
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strongsectorfundamentals (2) a stable
regulatory framework (3) longterm
concessions with predictable cashflows
(4) alarge opportunity size (5) the fit with
asustainability thesis ofimprovingroad
safety.

Tocashinontheinvestorinterestin
operatingroads assets, the National
Highways Authority of India (NHAI)
hasidentified a pipeline of US$21bn of
operatingroadassetsas part of NMP. The
identified assets willbe monetised by the
NHAI either under the Toll Operate Transfer
(ToT) model, where operatingassets with
significant tolling history are bid out, or
throughanInvIT. The ToT modelhasbeena
reasonable successfor NHAl over thelast
threeyears, with significant participation
fromforeigninvestors,andhasformedthe
basis of monetisation plan.

While the fundamental traits of
infrastructure projectsinindiaprovide
stability and make them extremely
attractive forforeigninvestors, other

key aspectswhichinfluenceinvestor
sentimentsinclude the depth ofthe project
finance market; andimpact of inflation on
returns.

ROADS HAVE BEEN THE
OTHER SUB-SECTOR
WITHIN INFRASTRUCTURE
WITH EVOLVED PUBLIC-
PRIVATE PARTNERSHIP
MODELS

The project finance marketininfrastructure
isdominated by banks. Governmentis
establishingfocussed Development
Finance Institutions (DFIs) todrive further
lendingtothe sector. DFls are expected
tocommencelendinginthe April - June
2022 quarter withatotaltargeted
disbursement of US$13bnin FY2023.

In parallelthe corporate bond market
isevolvingwith greenand sustainable
financing gaining prominence. In January
2022, Indian companies raised US$6bn


https://vimeo.com/683427173

by selling offshore bonds, showing high
investor confidenceinthe country.ltis
alsoimportant thatlong-termresources
fromthepensionandinsurance sectors
canfundtheinfrastructure bond market,
thereby reducing currencyrisk. Over the
nextfive years, significant financial reforms
are expectedtorevitaliseinfrastructure
lendingandtap variousfinancingavenues.

Oninflation we expect that CPlwill
settlearoundthe higher end of the
Government'stargetrange of 2-6%. The
impact of higherinflation differs between
operatorsand developers. Operators
canbenefit frominflation through
higherrent/toll growth and utilisation
levelsas users seek efficiencies. In such
cases, therisk ofaccelerated expense
growthis primarily mitigated through
contractual adjustments/expense pass-
through andhigherreplacement costs.
Developers thoughfaceincreased costs
duetoinflationincommodities, energy
andincreasesininterestrates. Thus, it
becomesincreasingly important to follow
adisciplinedapproachinnew project
acquisitions with prudentassumptions
regardinginput pricesandinterestratesand
tobuild contractual safeguards, wherever
available, onbothrevenue and cost-side
forhedgingagainstinflationrisk. Investors
with deep operationaland financing
expertise willnavigate these challenges
better.Inthe mediumtolong-run, negative
impact ofinflation ondevelopers may be
cushionedbyincreasein pricing for new
projects supportedby strongdemandand
favourable demographicsinthelndian
economy.

Actis withits ontheground presenceand
deep sector expertiseis well-positioned
to capture this growing opportunity.
With the Energy fund focusing on tapping
the growingopportunityinrenewables,
theLong-Life Infrastructure fundis
well-positioned to take advantage of the
growing pipeline of operating projectsin
both energy andbroaderinfrastructure
sectors. Theinvestment thesisinIndia

is further strengthened with the Indian
economy providinganincreasingly solid
and stable macro environment with strong
focusongrowth.
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AnPhatHoldingsis the Vietnamese
leading company in the field of advanced
technology and environment-friendly
plastic productionin Southeast Asia. Since
2018, An Phat Holdings has decided to
expanditsindustrialreal estate business
andinvestedin AnPhat High-tech
industrial Park (An Phat Complex) in Hai
Duongcity.In2021, An Phat 1 Industrial
Park was the next project of AnPhat
Holdings and has alsobeen expected to
follow the success of An Phat Complex.
Bothprojects are promotedashigh-
tech greenindustrial parks providing
sustainable and multi-functional

real estate as well as developing fully
accompanying services tobecomethe
ideal destination of bothdomesticand
foreignbusinesses.

David Tran: What are the key
drivers of demand forindustrial
andlogistics propertiesin Vietnam

and how are they affected by the
COVID-19 pandemic?

HenryDinh: Vietnam'sreal estate
businessalongwiththe export
growthtrendhasbeenattractinga

largeamount of foreigndirectinvestment
(FDI). Inaddition, theimpact of changesin
government policies (including attracting
high-value industries with skilledlabourin
key economicregions) willbring many
further opportunities.

Therearealsoincentives suchasthe
removal of trade barriers, the unification
of customs procedures andtrade
remedies, and the EU-Vietham Free
Trade Agreement (EVFTA) which have
opened more opportunities for foreign
investors, promoting high—tech transfers
and FDIflows.Infact, EVFTAencourages
shiftingproductionfrom Chinato Vietnam
which boosts demand for factories and
warehouses.

Henry:Inthe pasttwoyears,
althoughthe outbreak of COVID-19
has severely affected the economy

and the market, industrialreal estate prices
have continued torise significantly. And,
Vietnam continues to successfully attract
FDlthankstoattractive warehouse, factory
andlabour rental costs.

David: What differentiates AnPhat
Holdings fromother developersin
theindustrialandlogistics

property segment?

Henry: The biggest differenceinour
strategyisthat we donotdefine
landleasingasthe maingrowth

target, but focus ondeveloping
accompanying services and solutions for
businesses. AnPhat Complexis orientedto
focus onbuildingand forming high-tech
greenindustrial park complexes,
developing outstanding advantages with
one-stop-servicesaccompanied by many
facilities: price stability, supportand
provide financial solutions, human
resources, administrative procedures,
customs procedures, andlogistics, etc.
These comparative advantageshaveled An
PhatHoldingstobecometheattractive
choice for many foreigninvestors when
settingupafactoryinVietnam.

Withthe goal ofleading to sustainable
developmentandcreatingahigh-tech
greenecosystemasthetop priority, AnPhat
Complexis committed toimplementing
regulations onenvironmental protection,
wastewater treatmentas wellas fireand
explosion preventionaccordingto the
Vietnamese Regulations. Furthermore, we
highly encourage investment promotion
andfind partners, enterprises who will
participatein“clean” production activities,
useresources efficiently as wellas develop
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the cooperationrelationshiptoincrease
economic, environmental, and social
efficiency.

David: What does sustainable
development meantoyouinthe
context of AnPhat 1 industrial park

and whatimpacts onthelocal community
willthe project deliver?

Henry: With the success of AnPhat
Complexindustrial park,in2021, An
Phat Holdings and Actis signeda
cooperationagreementinwhich Actis
invested morethanUS$20minanew
project named An Phat 1 Industrial Parkin
HaiDuongProvince.

Taking sustainable developmentasa
guideline, the AnPhat 1 projectisalso
promoted as a high—levelmodel of
technical & greenindustrial park, attracts
investmentinthefields of hightechnology,
of manufacturing environmentally friendly
andelectronic products, computersand
optical products, etc... An Phat 1 Industrial
Park offersremarkable advantages for
investors with one-stop-services, further
expand accompanying services and develop
multi-functions.

The high-techindustrial parkis designed
not only tobenefit business activities but
alsodistribute to the local community.
AnPhat 1 will create job opportunities for
about 12,000localemployees. Moreover,
AnPhat 1 expectstoplanthelandfundfor
workers'housinginindustrial zones. In
addition, we also propose manyincentives
forinvestorsinimplementing socialhousing
projects suchas exemptionoflanduse
fees; exemptionandreduction of VAT and
CIT; preferential creditloans; and support
toinvestinthe construction of technical
infrastructure.



David: What doyouseeasthe
biggest opportunities andrisks to
growthin2022? How do you

manage theserisks?

Henry:1n 2022, I believe industrial
realestate willcontinueto see
strongdemandas COVID-19 comes

under control. The shift of productionfrom
Chinaaswellasaseries of FTAcreate many
opportunitiestoattractlarge companies
and corporations from Europe, Japan, and
Koreainto Vietnam. This willdrive the
economy andtheindustrialreal estate
market, increase the need forindustrial real
estate, attract not only domesticdemand
but alsoforeign customers.

However, the biggest challengeis
howtoattractinvestmentinmodern,
environmentally friendly projects, use
resources effectively and develop multi-
functionalindustrial zones. Therefore,
AnPhat Holdingsintends to promote
the development of projectsintohigh-
techandgreenindustrialinfrastructure,

building a self-contained ecosystem, and
strengtheninglinkages betweenlocalities,
constantly developing services associated
withmany mechanisms and policies to
createattractiveness forbusinessesand
attractinvestors.

David: What are your most valuable
“lessonslearned” to-dateand how
willthisinform your growth

strategy going forward?

Henry:Firstly, focusingon
attractinginvestmentin
infrastructure, developingand

completinginfrastructuretoattract
domesticandforeigninvestors. Therefore,
our orientationis toownhigh-tech, green
and multi-functionalindustrial parks,
focusingon environmentally friendly fields.

Secondly, developingaccompanying
services and optimisinglogistics services.
Thiswillbringadded value, enhance the
position ofindustrial real estate, and attract
prestigious customers and partners.

Thirdly, supportinginvestors through
connecting supply partnersinindustrial
zones, helpingcompanies toreduce their
dependence onimportingraw materials
fromabroad andlower therisk of global
supply chaindisruptions.

Fourthly,interms of humanresources
andrecruitment, we willassociate with
vocational colleges to train high-quality
skilled workers.

Finally, close cooperationwith thelocality
continuestodevelop andimprove policies
toattractforeigntradeinvestmentand
strengthenlinkages with domesticand
foreignenterprises.

CGlimage of AnPhat 1
Industrial Park, Vietnam
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Sprng Energyisarenewable energy
platforminindia. Its visionis tobuilda
best-in-class clean energy platform,
which delivers superior stakeholder value
inasustainable and ethical manner while
simultaneously scalingnew benchmarks
of Environmental Governance.

SanjivAggarwal: Whatare the
factorsthataredrivingthe
demandfor clean energyinindia

and howisthe transferacrossto
renewables goingtobeachieved?

Gaurav Sood: Thetargetbeingset
by the governmentis 450 GW of
renewable energy by 2030and

carbonneutralby 2070. It's very clear we
have a strong political willas we are shifting
fromfossilfuelsinavery significant manner.
Allthe newinfrastructureinthe countryis
primarily renewable and the electrification
ofthetransportationsectorisalsoabig
contributor. Allthese things together will
move us towards the carbon neutral
targets.

Sanjiv:How has COVID-19
impacted powerdemand and what
aretheoperationalissues youhave

facedat SprngEnergy?

Gaurav: Whenitcametoour
operations, lockdownimpacted us
inamajorway. Labour, logisticsand

supply chains were not available. Projects
were delayed but the government gave us
extensions.Interms of operational
projects, we faced challenges with module
cleaning but we made significant changes
overthe secondwave of COVID-19 and
things have been goingwell since then.

Sanjiv: What are the growth
challenges yousee for Sprng
Energyin2022?

Gaurav: The government has made
averystrongpushonrelyingon
domestic manufacturing. There will

bealearningcurve forboth suppliersand
power producers to start working together
tobuildworld class panelsinindia. As the
power demandincreases, it's vital that the
projects move ahead on schedule and
regulatoryissues areaddressedontime, so
thatthe sector canmove forward.

Sanjiv: How do youensure
operational excellenceat Sprng
Energy?

Gaurav: Themostimportantfactors
that contribute are to build projects
withinbudgetand ontime. We

operateinaveryintegratedmannerto
ensurethateveryone, across functions,
contributes to deliverthebest possible
results. Duringthe operational phase, there
isalot of focus ondigitisationand analytics
toensurethehighest efficiency and
availability of our plants and to generate the
maximumrevenue we can.

Sanjiv: What have been your key
learnings and how are you applying
theseasyoutake Sprng Energy

intothe next phase ofits growth?

Gaurav: We have learnt that we must
be patient. There are often
regulatory uncertainties which take

timetogetsortedout. Also, as we build this
infrastructure on sensitive land, we become
part ofthe community. So havingavery
strong ESGfocusisimportant for
sustainable development. We are proud of
theimpact our developments have had
acrossthese communities.
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HAVING A VERY
STRONG ESG FOCUS
IS IMPORTANT FOR
OUR SUSTAINABLE
DEVELOPMENT

Sanjiv: Whichis your personal
favourite of Sprng Energy’s
community engagement projects?

Gaurav: For our Rewaproject, a
thoroughneedsassessment
showed thatwomeninthe

community were unable to be productively
employed. We formed self-help groups and
trained them with vocationalskills, suchas
tailoring. This allowed themto set up their
ownenterprisesandare now generating
income for their families and revenue for
their communities.


https://vimeo.com/683430024




Mbayenne marketplace, whichwasrebuilt as part of Lekela’s community investment
programme
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Inthe Middle East, infrastructure

investmentisaracetodiversify away from

oiland gas-driven economies. In Africa,
infrastructureinvestmentisacontestto
keep up with population growthand the
wideninginfrastructure gap. Inboth, the
stateisthe key determinant of success,
setting therules of the game, deciding

who participates, refereeingalong the way

and championing theresults.
Understanding these race dynamics
through deeplocal networksis criticalin
targeting profitable andresilient
infrastructureinvestments.

Middle East: Diversification-driven
Infrastructure

The Middle East economicdiversification
efforthasanewtailwind: the energy
transition mayreduce globaldemandfor
hydrocarbons wellbefore theregion's
resources aredepleted.

AllGCC (Gulf Corporation Council)
countries have long stated theirfocus on
diversifying their economies away from
naturalresources, yet progress overthe
pastdecade hasbeen modest. Oiland
gas production sstillhoversaround 40% of
GDP fortheregion. Thisunderestimates
the economicimpact of the percent of
staterevenuesfuelled by oiland gas (70%
fortheregion) thatdrive other sectors of
the economy suchas construction. Even
countries with lower resource bases,
suchas UAE and Bahrain, stillrely on oil
and gas throughtransfersand spending
from neighbours. UAE has made the most
progressindiversification.
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EXHIBIT 1: HYDROCARBON SECTOR (SHARE OF GDP)
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Source: The Brookings Doha Center Economic Diversification in the Gulf, Jan 2021, citing World Bank
Group "Economic Diversification for a Sustainable and Resilient GCC", Gulf Economic Update, Issue
5,December 2019

EXHIBIT 2:
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Source: The Brookings Doha Center Economic Diversification in the Gulf, Jan 2021, citing World Bank
Group “"Economic Diversification for a Sustainable and Resilient GCC", Gulf Economic Update, Issue
5,December 2019
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Whatisneededtoachieve thattrue
diversificationis both policy change and
infrastructureinvestment. Thisincludes
lifting lingering politically driven trade
policies,andregulatoryreformtoallow
more private sector participationinto
traditionally state-controlled sectors. In
order to capture more of the cloud spending
trend, asectorgrowingat 25% Compound
Annual Growth Rate (CAGR) acrossthe
(GCC) countries, Qatarand Bahrainrecently
passed legislation to openup datatraffic
intoand out of the country, allowing for
datacentre constructionto service foreign
markets. Inthe power sector we see some-
andwouldlike to see stronger-openaccess
for private generators of power tobe able
towheel powerdirectly toend consumers
and to offer commercialandindustrial
suppliers of power accesstonetmetering,
e.g.tosellexcess powertothegrid.
Continuedunbundling of the power sector
could unlock significant flows of foreign
directinvestment (FDI) into the regioninto
sectors thatdiversify the economies.

ENGAGEMENT WITH THE
PRIVATE SECTOR WILL
UNLOCK THE CAPITAL,
ESPECIALLY ENERGY AND
TRANSPORT

Truediversificationalsoincludes physical
regionalintegration suchas cross border
road connections andtransmissionlines to
exportthe Middle East's other natural
resource, solar power, and new
technologiesincluding hydrogen.
Transmission connecting countriesinthe
regiontoeachother,and thenonwards to
Europe, arein constructionorplanning
stages, suchasthe 900km $1.6bn Saudito
Egyptline. This market development will
support the goal that SaudiArabia
announced at the end of2021:to spend
roughly $100bn onrenewable energy and
$115bnontransmissionby 2030, inorder to
reachits stated goal of Net Zero by 2060,
and provide significantinvestment
opportunity across the value chain.

EXHIBIT 3: WHO IS EXPECTED TO INVEST HOW MUCH?
Breakdown of infrastructure investment by type ofinvestor ($ Billion)
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1. Government-related entitiesinclude sovereign wealth funds, development funds, and

government-owned companies)

2. Privateinvestor participationincludes captive funding ofinfrastructure by corporates
(e.g. utility operator funding the development of a power plant, private healthcare
providers funding the development of a privately-owned clinic/ hospital etc.). Third
partyinvestmentisalsoincluded as part of the contribution of private investors.
However, thisis currently marginalrelative to contribution of captive private investors.

Source: Oliver Wyman Private Investment is Key to Unlocking Long-Term Capital for Gulf

Infrastructure, 2019, MEED Projects as a March 2019 & Preqin. Copyright © 2019, Oliver Wyman

Theregion'sinfrastructureinvestment
requirementstomeetthese demands will
not be funded from government entities
alone,andas perthe chartbelow, therole of
the private sectorhasbeenincreasingand
isexpectedtoincreasebothinscaleand
percentage going forward.

Enabling Africa

Theimpetus for sustainable economic
developmentin Africais heightening.
Populationis projectedtoalmostdouble
from 1.4 billion to 2.5 billionby 2050and
rapid urbanisation—African cities will
account for 39% of the world's urban
growth—arecriticaldrivers. They put
further pressure onthe needtoclose
theinfrastructure gap, optimise growth
potential, boost productivity and create
jobs forits teeming population. Weak
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infrastructure showsin high production
costs whilst competitivenessissuesare
reflectedinlow power provision—about
40% ofthe populationhasaccess to power.
Alack of effective transportinfrastructure
to support cost effective distribution of
goodsandservicesalsohurts.

Pre-pandemic, Africa's 10-year average
GDP growth of 3.9% was slightly higher
than the globalaverage of 3.7%. However,
its per capitagrowth forthe same period
trailed significantlyat 1.2% compared to
2.5%forthe global average. Africaalready
accounts for 75% of the World's poor-living
onbelow $2 per day. This willgrowifthe
infrastructure challengeisnotaddressed.


https://www.oliverwyman.com/our-expertise/insights/2019/oct/private-investment-is-key-to-unlocking-long-term-capital-for-gulf-infrastructure.html
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The COVID-19 pandemichas exacerbated
the already strained capacity of African
governmentsto fundkeyinfrastructure,
worsening their stressedfiscal positions
withrisingdebtlevels and widening deficits.
Exhibit 4indicatesthe position pre-
pandemic of debt-to -GDP ratios (%) which
was already quite tenuous with minimal
borrowing capacity and fiscal deficit (%)
already exceeding 3% by most countries.
The debt-to-GDPratiois estimated by
UNECAtohaveincreased by 10% post
pandemic. State-owned enterprises have
beensimilarly hit, most notably Eskomthe
integrated power utility in South Africa.

African governmentsremainthelargest
investorsinitsinfrastructure; funding
39% onaverage between2015and 2018
in Exhibit 5. The other maininvestorsare
multilateralagencies at 24% and Chinaat
22%thelargestsingle bi-lateralinvestor
to Africaninfrastructure. Private sector
fundedonly 7%. Chinese appetite for
Africaninvestmentis waning. Following
the continent’'s debt strainandanumber
of defaults, President Xiannouncedin
November 2021 that Chinawillreduceits
funding to Africaby 30% and move away
fromlargescaleinfrastructureandinto
SMEsandother smaller scaleinvestments.
COVID-19 hasalsoresultedinlower
appetite of the private sectortoinvestin
Africaduetotherisinguncertainty arising
fromlower commodity prices - though
this has abated, worsening fiscal deficits
ofthe governments and the sustainability
oftherisingdebtremainsaconcern. The
chances of Africareaching the annual
needfor $150bn ofinfrastructure spend
arerecedingbarring materialchangein
incentive structures.

AFRICAN GOVERNMENTS
NEED TO DEEPEN
ENGAGEMENT WITH THE
PRIVATE SECTOR TO
PROVIDE AN ENABLING
ENVIRONMENT TO INVEST

African governments needtodeepen
engagementwith the private sectorto
provideanenablingenvironmenttoinvest.
Another majoridentified constraintto
investmentin Africaninfrastructure has
beenthedearth of bankable projects—only

EXHIBIT 4: DEBT AND FISCAL DEFICIT AS A SHARE
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EXHIBIT 5: INFRASTRUCTURE FINANCING IN AFRICA, BY SOURCE, 2015-2018
AVERAGE (US$BN)

I African National Governments
(US$31.6bn)

1 Infrastructure Consortium for Africa
(ICA) members
(US$19.6bn)

I China
(US$18.1bn)
Other bilaterals/multilaterals
(US$6.7bn)
Private sector
(US$6bn)

Source: OECD, Improving Public Finance, Boosting Infrastructure, 2021, citing ICA, 2018 (23),

Infrastructure Finance Trends in Africa: 2018

20% of projects move past prefeasibility
and only 10% to financial close.
Engagementwiththe private sectoronthe
requiredrisk mitigantsand guarantees
should help unlock capital for projects,
especiallyinenergy andtransportsectors
thatare deemed commercially viable and
could be funded exclusively by the private
sector withappropriate political risk
mitigants andrevenue guarantees. This will
allow governments tofundthe
infrastructure sectors, suchaswaste and
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water, thatareless commercially viable
thoughjustascriticalto the overall
wellbeing of its populace.

Political willand focus are key to driving
infrastructureinvestment.In2014
President Macky Sall of Senegalannounced
the PlanEmergent Senegal,a mediumterm
$20bninvestment planto stimulate growth.
Ambitiousinvestment conferencesand
headline-grabbing proclamations of stretch
goals are quite commononthecontinent,


https://www.afdb.org/pt/documents/africa-economic-brief-infrastructure-investment-and-covid-19-pandemic-sub-saharan-africa-volume-12-issue-6
https://www.afdb.org/pt/documents/africa-economic-brief-infrastructure-investment-and-covid-19-pandemic-sub-saharan-africa-volume-12-issue-6
https://www.oecd.org/dev/africa/Financing-Summit-for-Africa_Background-paper.pdf

however President Sall's executive focus
and systematicremoval of roadblocks to
infrastructure projects hasbeenunique
and criticalfor success of the program. The
Planandits progressistabledregularly at
Cabinet meetings forreview. Hesetup

an office to oversee the plan, withleaders
who could pick up the phone to Ministers
anddiscussissuesonstrategicprojects,
includingairports, trains, roads, ports

and power plants, cutting through the
inefficiencies that oftenlead to the slow
demise of nascentinfrastructure projects.
When Actis portfolio company Lekelawas
finalising the development of the Taiba
N'Diaye wind project, one of the power
projectsidentifiedasapriority underthe
Plan, this office and the clear political focus
onthePlanwasinstrumentalandwasan
attractivereasonthe companyinvestedin
thefirstplace.

Thoughasmallereconomy, Rwandahas
similarly takenbold stepstoincrease public
investmentininfrastructure, spending
morethanits East African neighbours

at 13% of GDP onaverage the past five
years. Moreis needed, butasRwandais
finding, similar to many African nations,
thatit cannot finance further from
publicfundsandhence needstomove
beyond the slow-moving public-private
partnership (PPP) modeltoapurely private
sectormodeltofacilitate greater FDlinto
infrastructure, specifically power and social
housing. Rwandaisindicative ofitsregion:
while Eastern Africa has 36% of Africa’s
population, only 20% of the continent’s
infrastructure spend occurs here, and
with sovereign, bilateraland multilateral
investmentsunlikely toincrease, thegap
mustbe metby the private sector. Itisthe
government'srole to facilitate this.

Across Middle East and African countries
whilst scale, drivers, investorsand
policiesrange, the threads are the same:
infrastructure needs are growing, and
statebalance sheets are stretchedand
hence private sectorinvestmentin
infrastructureis sought. Governments
and policy-makers willdrive the direction
and opportunities,and henceinvestors
needlocal presenceandintelligence to
choose wisely and opportunistically.
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Lekelaisarenewable powerregeneration
company. It delivers utility-scale projects,
which supply much-needed clean energy
to communities across Africaand focuses
oncreatinglong-termvalue and apositive
impact onthe communities whereit
operates.

Lucy Heintz: What effect do you
think the global pandemichas had
onthedemandinyourregion?

Chris Antonopoulos: There was
verylittle effect -itwasmorea
switch fromindustrialtohome

usage. Our operatingassets werenot
affected by any significant shut down
demand.

Lucy: Whatisthe currentand
future demand for clean energyin
yourregion?

Chris:Itis dramatically growing. In

Africa, the mix of renewable energy

isonlyafewpercent. Most
governmentsacross the continenthave
targetswithinthe next five yearsbetween
20%to 30% for renewable power. Thereis
governmentwilltoincreaserenewable
energy dramatically and the nextfive to 10
years will see a significant additional
demand. The solarandwindresourcesin
Africaare secondtonone. Ascountriesin
Africaare sowellequipped withrenewable
resources, the costsarerelatively low.

Lucy: What are the key drivers for
operational excellence at Lekela?

Chris: Thereareafewdriversthat|
feelareveryimportant. Controlthe
construction period. It'simportant

toremainactively engaged. In Africa, even
tierone suppliersarethereforthefirsttime.
Theyaredealingwithlocal partnersforthe
firsttime. Be there with the contractorto
consultandhelp them during this period.

Whenit comestocommercial operation,
technology progressesandyouneedto

be ontop of thisto makeimprovements.
Consultwithyourengineersto seehhow
these canbeimplemented. Operational
excellence also comes from performing
risk management throughout the life of the
project.

Wearelong-termoperatorsanditis
important tobecome partnerswithlocal
communities. Tobe perceivedasanintegral
partofthatsocietyinatrustedpartnership
really helps yourbusiness.

IT'S IMPORTANT FOR
ANYONE DOING BUSINESS
IN AFRICA TO HELP
THESE COMMUNITIES IN
A SUSTAINABLE WAY, AS
A TRUSTED PARTNER
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Lucy: What are the key benefits for
Lekelabeing a sustainability
leader?

Chris: We are proactivein producing
morethanjustcleanenergy.In
Africa, powerisimportantbutit’s

not the mostimportantthing. Wateris
criticalinthe African continent. We have
replacedthe existing diesel pumps with
solar powered pumps, whichare not only
cleanbutfree. These communitiesare
forever thankful. We have helped with waste
management, providingmasks and food
duringthe pandemic.It'simportant to show
thatyouarelisteningto community needs
andthatyouareproactiveinhelpingto
resolvetheirissues.It'simportant for
anyone doingbusinessin Africato help
these communitiesinasustainable way, not
justasasupplierbutasatrusted partner. As
atrustedpartnerat community, utility and
governmentlevel, we are better equipped
tomanagerisk, toaddressissues thatcome
up constructively andtogeneratelongterm
opportunities for Lekelaasanincumbent
withtrackrecordinthe market.


https://vimeo.com/683430024

ACTIS IS A LEADING GLOBAL INVESTOR
IN SUSTAINABLE INFRASTRUCTURE
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