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GLOBAL OPPORTUNITY IN NUMBERS

Annual global clean
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energyinvestment -~ -
mustmorethan 2021 2030
triplefrom2021to

2030toaround U S$4TN

toreachnetzeroby 2050
IEA (2021), Net Zero by 2050, IEA, Paris

global climate transition

market opportunity

The net-zero transition: What it
would cost, what it could bring”,
January 2022, McKinsey Global

Institute, www.mckinsey.com.

Copyright (c) 2023 McKinsey &

Company. Allrights reserved.
Reprinted by permission.
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Renewables should
Renewables will represent 88% of
global electricity
generationin
2050

IEA (2021), Net Zero by 2050, IEA, Paris
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source of electricity
by 2025
IEA (2022), Renewables 2022, IEA, Paris
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world, surpassing coal by 2027 X

7 Annual spendingonclean
IEA (2022), Renewables 2022, IEA, Paris

energyingrowth markets
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// sevenfold from 2020to

2030toreachnetzeroby 2050
IEA (2021), Financing clean energy

transitions in emerging and developing
economies, IEA, Paris

2X

Globalwind
capacity
issettoalmostdouble
from 2022 to 2027

g Theworld COUIdQQ g gg

consume 20 ;
times moredatain
IEA (2022), Renewables 2022,
IEA, Paris

2030than 2020 UI
Connectedworld: An evolutionin connectivity

beyondthe 5Grevolution”, February 2020
McKinsey Global Institute, www.mckinsey.com.
Copyright(c) 2023 McKinsey & Company. All
rightsreserved. Reprinted by permission.
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https://www.mckinsey.com/~/media/mckinsey/business functions/sustainability/our insights/the net zero transition what it would cost what it could bring/the-net-zero-transition-what-it-would-cost-and-what-it-could-bring-final.pdf
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https://www.iea.org/reports/renewables-2022
https://www.mckinsey.com/~/media/mckinsey/business functions/sustainability/our insights/the net zero transition what it would cost what it could bring/the-net-zero-transition-what-it-would-cost-and-what-it-could-bring-final.pdf
https://www.mckinsey.com/~/media/mckinsey/industries/technology media and telecommunications/telecommunications/our insights/connected world an evolution in connectivity beyond the 5g revolution/mgi_connected-world_executive-summary_february-2020.pdf

ACTIS IN NUMBERS

W\

60%

of total AUM
35 aligningwithnet
( zeroby 2030

a %]
3 &
o
Energyand %é/ \'Sé'\
infrastructure ®energy®

platforms
generatedfrom

installedrenewable

energy projects

33.2millionCO,

tonnes avoided

through Actis

investments E
E ...Equivalenttomorethan 7.2 million 7' 2M
E gasoline- powered passenger
:, vehicles taken offtheroadfor one year

of generation
capacity acrossour
l energyand
infrastructure

funds O O
>1M

Totalnumber of

beneficiaries of Actis’

community investments o 239,586

in2021and 2022 Number of women
reachedthrough

\ community

HH investmentsin2022
>US$17M

More than US$17 million- total community

projects spendby Actisin2021and 2022
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VALUE THROUGH SUSTAINABILITY

MIKAEL KARLSSON

Partner, Chieflnvestment Officer, Actis, Luxembourg

SHAMI NISSAN

Guest Editorand Partner, Head of Sustainability, Actis, London

Fortoo manybusinesses, sustainability
is stillseenas somethingtobeboltedon
—-oftenasanafterthought-tokeep
investors and other stakeholders happy.
Atick-boxapproachis thought sufficient
tomeetregulatory and stakeholder
requirements toadopt Environmental,
Socialand Governance (ESG) policies.

At Actis, we take acompletely different
approach. Webelieve thatbyinvesting
insectors which provide solutions to
global ESG challenges, like sustainable
infrastructure, as wellas takinganactive
managementapproachtoembedding
suchvaluesinour portfoliocompanies,
wearedoingmorethanhelpingthe

world meetits sustainability goals. We
think that creating sustainability leaders
also adds significant financial value toa
portfoliocompany, throughout the period
of our ownershipand beyond. We draw
on30years ormore experienceinmaking
theseclaims.Wedon'tjust talk, we walk.

“SUSTAINABILITY IS
IMPORTANT NOT JUST
TO CREATE RESILIENT,
SUSTAINABLE
SOCIETIES: IT IS
ALSO CRITICAL TO
DELIVERING FINANCIAL
VALUE FOR OUR
INVESTORS."”

Thereareanumber of reasons why we
hold this view. Embedding sustainability
is critical torisk mitigation for examplein
preventing value erosionforinvestors.
Aroundtheworld, thereareagrowing
number of ESGrisksthat canthreatena
company's value, from climate change
—such as extreme weather events or
shiftinglong-termweather patterns - to

the growing public focus ondiversity and
inclusion. One of Actis’ core skillsetsis
assessingissueslike these duringthe
duediligence process, and subsequently
developing mitigation strategiesto
ensure any potential problems are
resolved during our ownership.

“EMBEDDING
SUSTAINABILITY IS
CRITICAL TO RISK
MITIGATION."”

Sustainability isalso a value creation
toolasit offers the potentialtoaccess
morerevenue streams. Assets which
have provenand demonstrable ESG
characteristicsareinhigherdemand
thanthosethathave not,andcan
thereforeachieve the best price, apoint
drivenhome by McKinsey & Company

in Exhibit 1. Hyperscalers—large scale
e-commerce, search or cloud computing
businesses—willforexample only use
datacentres whichhave the mostrobust
sustainability credentials, in order to
meet the demands of theirowninvestors.

Athirdreasontoembrace sustainability
isthatit can offer wideraccesstofinance
andalower cost of capital. Many lenders
willnow only fund projects which can
demonstrate astrongsustainability
profile. Forour part, last year we were
abletosecure US$1.2bninimpact-
linked financing for our Actis Energy
5fundbecause we could showthe
proceeds wouldbe directed only to
projects that would deliver socialand
environmentalimprovements, and that
theseimprovements could be objectively
measured.

There are otherreasons why
sustainability drivesincreased value.
Investing thoughtfullyin communities
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closetoourassetsisoftenimportant
togiveusasociallicence tooperateand
canhelpleadtothe smootherrunning of
our businesses. Meanwhile by takingan
ESGview across our whole portfolio, we
candrive synergies: our sustainability
andoperations teams are constantly
working closely with the businesses we
investintoidentify efficiencies and other
costsavingopportunities. Weareonlyin
businesstodeliver competitivereturnsto
ourinvestors - losing sight of that priority
wouldnotbe goodbusiness practice.

Inaddition, takinga strong sustainability
approachto ourinvestment principles
isincreasingly importantwhenitcomes
totalentacquisitionandretention.

Many potentialemployees will only work
for businesses which match their own
valuesand ambitions. Acommitment
toinvestingin purposeful, sustainable
andimpactfulbusinessesis, therefore, a
critical differentiator for us to ensure we
hirethe best, most passionate, and most
committed employees. The various Actis
voices youhearinaccompanyingarticles
should attest to this point.

“SUSTAINABILITY

IS ALSO A VALUE
CREATION TOOL AS IT
OFFERS THE POTENTIAL
TO ACCESS MORE
REVENUE STREAMS."”

Equally important, ahigher quality, more
sustainable company cancommand
asuperior exit price. Sustainability
increases the number of potential buyers
andleads to greater competitionin

the sale process, generating outsized
returns. We know this from experience.
Forexample, whenwe sold Sprng Energy
—ourIndianrenewables platform—to


https://protect-eu.mimecast.com/s/txzuCO88ncNQD1pfrSUIJ
www.mckinsey.com

EXHIBIT 1: MOST SURVEYED INVESTORS NOT ONLY CONSIDER ENVIRONMENTAL, SOCIAL, AND GOVERNANCE
INITIATIVES TO BE IMPORTANT - THEY'RE ALSO WILLING TO PAY A PREMIUM

>

(@]

_|

—
Importance of ESG initiatives in Expected size of ESG premium, [k
investment decision making cash flows and risk being equal é

—

(@)
They matterregardless of their Morethan 10% [RAL
effect oncash flows andrisk

5-10%

Theyonly matteriftheyaffect cashflows
andrisk overtheshortandlongterm Lessthan 5%

. No premium
They only matteriftheyaffect cashflows

andrisk over thelongterm

Theydonotmatterininvestment
decisionmaking

Note: Figures may not sum to 100% because of rounding.
Source: Exhibit from “Investors want to hear from companies about the value of sustainability”, September 2013, McKinsey & Company. Copyright
(c) 2023 McKinsey & Company. Allrights reserved. Reprinted by permission.
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Shell, the business’s high ESG standards
were akey factorinthe success of the
deal. Meanwhile during our five-year joint
ownership of Lekela—which generates
cleanenergyacross Africa—we created
abusiness whichbecame arole model

for what a sustainable company should
looklike onthe continentand whichwe
exited with a significant US dollar uplift
despite operatingincrisisimpacted
countries suchas Egypt and South Africa.
Indeed, the business wasratedinthetop
1% of ESG-rated companies globally by
Sustainalytics. Theapproachwe took was
criticalto achievinga successful exit from
theinvestment.

“WE THINK

THAT CREATING
SUSTAINABILITY
LEADERS ADDS
SIGNIFICANT
FINANCIAL VALUE

TO A PORTFOLIO
COMPANY, THROUGHOUT
THE PERIOD OF OUR
OWNERSHIP AND
BEYOND. WE DRAW ON
30 YEARS OR MORE
EXPERIENCE IN MAKING
THESE CLAIMS. WE
DON'T JUST TALK,

WE WALK."

Acommitmenttoembedding
sustainabilityis likely to prove evenmore
importantintheyearsahead, thanks to
therapidly evolvingregulatorylandscape.
Therehasbeenahugeincreasein
regulators'interestin sustainability in
recentyears.Indeed, thereisnowan
alphabet soup ofregulations around
theworld.InEurope alone we have the
European Union's Sustainable Finance
Disclosure Regulation (SFDR), its
Corporate Sustainability Due Diligence
Directive (CSDDD), and the Corporate
Sustainability Reporting Directive
(CSRD). More broadly, thereisalso the
Task Force on Climate-related Financial
Disclosures (TFCD), with the Taskforce
on Nature-related Financial Disclosures
(TNFD) to come. Meanwhile the new
International Sustainability Standards

Board (ISSB) willmake sustainability
reportingand auditingmandatory as
part ofacompany’sintegratedfinancial
accounting. Natural capital willsoon
become another strandforinvestor
attentionand our experienceinKenya
detailedinthearticle "Delivering nature

positive Infrastructure” evidences our
credentialsin this space.

Takentogether, thisnewregulatory
environment—notjustinthe EUbut
around the world - will force theissue

of sustainability deeperinto the

heart of business decision making. It
willmove sustainability evenfurther
out ofthe voluntary domaininto the
regulatory one. Firms that fail to pay the
appropriate attentiontothese changes
will create a significant businessrisk for
theirinvestors, employeesand other
stakeholders.

This newregulatoryfocus places greater
emphasis than ever before onbusinesses
todemonstrateinclearand objective
terms the way they are helping the world
meetits sustainability challenges. At
Actis, we believe that ourinvestment
approach—which embeds sustainability
attheheartofallthebusinesseswe own
—hasbeenmeetingthis goalforyears.
Sustainabilityisimportant notjustto
createresilient, sustainable societies:
itisalsocriticalto delivering financial
value forourinvestors. Thanks to our
decades of experience operatinginsome
ofthe fastest growingeconomiesinthe
world, we believe that by creatingmore
sustainable companies, weareableto
bestdeliverthereturns ourowninvestors
require.

Onefootnote- Actis’ close partnership
with our portfolio companiesis theonly
practical delivery method we know to
achieve theseaims.Pleaseread the
accompanying company voices section
togetamorefirst-hand view of thisin
action. We need and engage with many
expertadvisors-as seeninthe external
voices section of this publication.
Andlistentothe passionanddetailed
knowledge of our colleaguesinthe
Actis Voices section. Takentogether
we feel well placed to deliver for our
stakeholders.
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COP 28: WALKING THE TALK

SHERIF ELKHOLY

Partner, LongLife Infrastructure, Actis, Cairo and Dubai

The COP 28 conferenceinthe United
Arab Emirates, openingon30 November
2023, is likely to offer ahuge opportunity
toadvance the commitmentto global
climate mitigationand adaptation
strategies. Thediscussionsonloss

and damage which took place atlast
year's event, for example, should be
taken further, since emerging markets
anddeveloping countriesareat the
sharp end of dealing with theimpacts

of climate change. Inaddition, the
conceptofaJust Transition-onethatis
carried outinan equitable mannerand
takesinto considerationissuessuch

as gender equality, the social context,
andlocalemployment - willloom even
largerthanbefore. And, giventheevent
isbeingheldinaregion whichleads
world hydrocarbon output we expecta
sharpened focus on transitioning out of
afossilfuel-based economytoaclean
energy-basedone.

“ONE LARGE QUESTION
PERTAINS TO THE
ONGOING GLOBAL
DISCOURSE REGARDING
THE ROLE OF GAS IN
THE TRANSITION."”

The private sectorwillbe thecritical
conduit through which change happens.
Governments needto pullback
somewhat, andreduce theirroleinthe
energy business, decommission thermal
assetsandallowtherapid development
by the private sector of clean energy
sources, includingwind, solar, hydroand
greenhydrogen.

Thanks to effortslike these, the world
hasalready comealongway ontheroad
toagreenereconomy. Cleanenergy,in
particular, has moved forwardrapidly in
thelast decade. Today, many markets—
eveninthe Middle East and Africa—are

10 TheStreetView | COP 28: WALKING

abletorelyoncleanenergytoprovide
asmuchas 25% of their electricity
generation capacity.

Beingabletoachieve afuturebased on
cleanenergy will alsorequire significant
advancementsinotherareas. To make
renewable energy areliable source of
baseload power,we needtogettoapoint
where there are cost-competitive options
to store powerand make it available
around the clock. What moved the needle
onwindandsolarwas whentherewasa
hugedropinthe costs ofthe panelsand
turbines: we have yettoachieve thaton
storage technologies, but thisis well
underway. Meanwhile, whenitcomesto
greenhydrogen—anothertechnology
atarelatively early stage - therearealso
plenty of goodintentionsand goodplans,
andanabundance ofhope. We will get
there, butitisstillearly days.

Onelarge question pertainstothe
ongoingglobaldiscourseregardingthe
role of gasinthe transition. We believeit
playsacriticalrole asatransitional fuel
inmarkets which cannot swiftly shift
fromastanding starttofullreliance on
cleanenergy, and thereforeis critical for
energy security andtounderpineconomic
development. So, Combined Cycle Gas
Power plants needto provide the stepping
stonesrequiredtogetthere.

Actisis already playinga significant part
inhelpingmeetthe world's climate goals.
We are one ofthe leadinginvestors,
developersand ownersof cleanenergyin
the emerging markets. We have buiilt, or
arebuilding, 35 energy andinfrastructure
platforms, 20 of whichare renewable
energy platforms specifically. We have
owned and operatedaround 32GW of
generation capacity, including 16GW of
installedrenewable energy assets. We
wereinattheverybeginning -whenclean
energy wasvery nicheandhardly anyone
elsewasinterestedinthe sector—and,
since then, we have been building our
credentials. We have afocus onimpact,
and sustainabilityisat the heart of

THE TALK

H VIDEO

) u

everythingwe do. We are firmbelievers
inthe notionthat values drive value; that
afocusonsocial values drives financial
value.

We are fully committed to supporting
COP 28'sfour pillars of climate action:
fast-trackingthe move toalow-CO,
world, improving climate finance,
focusingon people, livesand livelihoods,
andensuringfullinclusivity. We are
playing our partin meeting the United
Nations' Sustainable Development Goals
(SDGs), we are signatoriestothe UN's
Principles of Responsible Investment
and have committedto Net Zero by 2050
through our membership of the Net Zero
Asset Manager's Initiative (part of GFANZ
—Glasgow Financial Alliance for Net Zero).
Ourimpact modelis one of the highest
ratedamongallourpeers. Andeveryone
of our portfolio companiesis actively
developinganetzeroplanthatwillbe
Board approved, fully costed, monitored,
andrigorously implemented.

Continuingtoinvestintobusinesses that
are atthe heart of climate mitigationand
resilience willalways be crucial. The world
usedtojusttalkaboutclimate change.
Now, you only need tolookaround you
andyoucanseeitis here. It willhave huge
impacts onfood safety, employment

and economicactivity. Thereisnomore
important topic fortheworld’s survival
than mitigatingit.

Butinorderto pushforward, the G7
countries need to commitlegally to
curbing their emissions and setting
net zerotargets. They needtowalk the
talk, and also commit to compensating
the smaller markets. Many of the
emerging markets areahead of the more
developed ones whenit comestothe
energy transition, but they cannotbe
theonesbeingheldtoaccount whenit
comes to the transformation. Afterall,
theyarethe onesbearingthebrunt of
climate change. The big countries now
need to pull their weight.


https://protect-eu.mimecast.com/s/qDWQC2WWmUVyL5pcxSfHa
https://vimeo.com/328685850
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IMPACTING VALUE

MARINA JOHNSON

Sustainability, Actis, London

Asowner-operators ofinfrastructure
assets, weunderstand that securinga
sociallicensetooperateisnotonly
critical for strengthening the
sustainability of our businesses but also
tosafeguardingand enhancing the value
ofthosebusinesses.

What do we meanby social license to
operateand why isit critical?

Thelegalright tobuild, operate or
maintainaninfrastructure assetis derived
fromaconcessionor contract, however,
aconducive, long-termoperating
environmentrequires somethingless
tangible but equallyimportant: social
licence. Sociallicenceis earned;itis
notagivennorcanitbeinheritedfroma
previous owner/operator.

Assets which secureastrongsocial
license are significantly ‘'de-risked’
becausetheyarelesslikely to suffer
disruption, operational delaysand
backlash, allof which are not only costly
but canleadtoreputationalharmand
brand damage. Securing goodwill with
local stakeholders goes alongway to
minimising suchrisks. It'salsoimportant

O 239,586

Number of women
reachedthrough
community

investmentsin2022

N

More than US$17 million- total community
projects spend by Actisin2021and 2022
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toremember that whenwe speak oflocal
stakeholdersand communities, we are
also often speaking of our workforce.
Our workersand communities are
fundamentalto the success of our
businesses; their wellbeingand socio-
economicempowermentareattheheart
ofaJust Transition.

The Actis Way

At Actis, we arelaser-focused onsocial
licenceright fromthe due diligence stage,
where we assessrelations withlocal
stakeholders. We diagnose any shortfalls
/issues and developacommunity
investment plan. Our management teams
are highly aligned with us. Our companies
develop communityinvestment plans
and engage proactively and early with

the community tolisten to their needs
andviewpointsandto co-develop
initiatives. Ourfocusisonlong-term
transformational community benefits,
which can materially change socio-
economic prospects of familiesand
households. We avoid tactical ‘quick-win’
initiatives which have limited enduring
value tobeneficiaries.

o0
>1M

Totalnumber of

beneficiaries of Actis’

@ WATCH VIDEO

Actis continues to capture

and quantify the positive
outcomes of itsinvestments,
both environmental and social,
through the Actis Impact Score.
This toolisusedtoillustrate the
incremental value of delivering
multiple impacts over our
holding period, contributing to
just social outcomes.

Actisbrings deep experienceandalong
track-record of investingto deliver
measurable positiveimpacts for people
and environment. Our community
initiatives have encompassed:

Over

communityinvestments
in2021and 2022

beneficiaries
of community
investment,
of which 64%
are women °

>US$17M

employability —throughdirectjob
creation

economic empowerment—through
skills training, vocational courses,
forming cooperativesandaccessto
market

o 16,000

people j
employed | ===
P e |
N1



https://www.act.is/2019/04/15/first-for-industry-as-actis-publishes-open-source-impact-measurement-framework/
https://protect-eu.mimecast.com/s/X7LEC699qHPwRLrtw4mW1

« education/health—ensuring primary
development needsinthe community
are met viamobile healthclinics
and supportingprimary education
resources

* gender/diversity focus—many
projects are focused onwomen/girls,
orthose who are marginalised (youth,
elderly, single parents, unemployed,
indigenous groupsetc.)

« localinfrastructure—accessroads,
village halls, electrification

Todelivertheseinitiativesrequires
collaboration with multiple stakeholders
(local governments, our contractors,
workers, the community and NGOs)
anddeeplocalrelationships. C-suite
level support from portfoliocompany
managementis essential.

Actis portfoliocompaniesinthe same
country have collaborated on community
projects (afantasticexampleisthe
educational project INSPIRE in South
Africa,backedbyboth BTE and Lekela)and
we have ‘exported’ our most successful
initiatives across funds and portfolio
companiestoleverage our experience
anddeliver positive impacts rapidly.

IMPACTING VALUE

Values Drive Value

We support our portfolio companies
ontheirinstitutionalisationjourney
tobecome sustainability leaders.
Thisincludes securing their social
license through successful community
developmentinitiatives whichare
valued by all beneficiaries. This ‘shared
value’deliveryisatthe heart ofthe Just
Transition concept,and at the heart of
Actisinvesting. Ourinvestmentsare
moreresilient, moreimpactfuland more
valuableasaresult.

is de-risked

safeguarded/
enhanced

Asset/project

Investinto
community
projects

Deliversocial
impact

Securesocial
licenseto
operate
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https://inspire-excellence.net/
https://bterenewables.com
https://lekela.com/

DELIVERING NATURE

POSITIVE INFRASTRUCTURE

LAUREN FERSTANDIG

Managing Director, NatureVest at The Nature Conservancy

JAMES MAGOR

Sustainability, Actis, London

Biodiversity and nature areimportant
topicsin sustainability circles, but they
are transcending sustainability and
going mainstream. As we build more
infrastructure we encroach furtherinto
nature and encounter moreand more
sensitive habitats, so this challenge will
only grow. The key questionis: What
doesittaketoinvestin‘naturepositive’
infrastructure,and how does this
approach unlock value? To help address
precisely this question, we spoke
toLaurenFerstandigat The Nature
Conservancy (TNC).

“AT THE OUTSET, WE
WANTED TO PROVE THAT
CONSERVATION AND
COMMERCIAL VIABILITY
CAN COEXIST. WE HOPE
THAT KIPETO PROVIDES
AN EXAMPLE THAT
OTHERS CAN FOLLOW,
NOT ONLY IN AFRICA
BUT GLOBALLY.”

James: Canyoutellus whatis meant by
the term “natural capital” and why is
the conservation of natural capital so
important?

Lauren: Natural capitalis the airwe
breathe, the soilwelive on, the water we
drinkandfishin, as wellas the biodiversity
around us, all of which make humanlife
possible.Intheindustrialage, we have
been continually consuming natural

capital—resourceslike timber, water,
minerals—believing that (oractinglike)
itwasboth limitlessandvirtually free.
However, as we are allnow painfully aware,
natural capitalis limited—regeneration
cannotkeep up with the current pace of
extraction. And natural capital extraction
hasreal costs: climate change and
biodiversityloss both cause cascading
systems collapse and therefore economic
and, sometimes, humanlosses. Itis
criticaltherefore that we conserve natural
capital sothat we have theresources
neededtomaintainandimprove people's
lives globally while also protecting the
intrinsicimportance of the world around
us.

James:From TNC's perspective, what
arethe current global biodiversity
priorities?

Lauren: Forbiodiversity we need to

focus onopportunities for protection
and, where necessary, restoration. A
biodiverse systemis ahealthy system
whichwe needtofeedanincreasingly
growing populationand slow the warming
of our planet. However, biodiversity is
highlylocalised—the speciesin South
Africaareverydifferentfromtheones

in, say, Spain or the Seychelles. This
meansit's much moredifficult to develop
astandardised orreplicable investment
structure thataddressesbiodiversity,and
evenmoreimportant that biodiversity
targetsand outcomesare tailored to
projectdrivers—aswedid with the Kipeto
wind farm, in Kenya.
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James: Yes, when Actisis developingand
operatinginfrastructure, werecognise
theimportance of local specialists.
However, there are somegood
practice principles that are universally
applicable, suchas developinga
comprehensive biodiversity baseline,
ensuringarobustimpactassessment
process and systematically integrating
themitigation hierarchyintoa
development approach. Whatdoyou
believeistheroleandimportance of
theprivate sectorinaddressing the
biodiversity priorities that you've
highlighted? What do you think this
means for Actis?

Lauren: As withallareas of conservation,
philanthropicfundingis crucial, but

not sufficient tomeet the scope ofthe
problem. Therefore, the private sector
playsaveryimportantroleinproviding
the capital criticaltoaddress the
biodiversity crisis. Afirmlike Actis, whose
investments touch manylocalplaces,
has the opportunity tobringinlocaland
international experts and develop tailored
biodiversity plans to minimise, offset or
perhaps even eliminate biodiversity loss.

Asyou'vepointedout, Actisand others,
ataminimum, should be following

the mitigation hierarchy tolimit as far

as possible the negativeimpactson
biodiversity from development projects,
whilelooking for opportunitiestogo
aboveandbeyondthattoactuallyrestore
biodiversity.


https://www.nature.org/en-us/
https://protect-eu.mimecast.com/s/4jKCCl77oc1wDj6s97YWl
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DELIVERING NATURE POSITIVE INFRASTRUCTURE



James:It'sinterestingthat youhighlight
theimportance of goingabove and
beyond to actually restore biodiversity.
How does TNC defineand measure
‘nature positive’ whenlooking at
investment opportunities?

Lauren: TNC works to make all of
ourinvestments nature positive.
Forusthismeans goingbeyondjust

an ‘investment screen’whenwe're
makinginvestmentdecisions. Iltmeans
identifying opportunities to specifically
buildintarget outcomesthatimprove
performance above andbeyondbusiness
asusual.

Eachinvestment must have specific
targetsdevelopedforitthatare
applicable tothe on-the-groundneeds.

TNCaims todemonstrate that nature-
positiveinfrastructure canbe abetter
investment over thelong-term, providing
better-performingassetsand many
tangibleandintangible co-benefits.In
this process, TNC seekstoensurethat
infrastructureis sited earlyinthe project
life cycle usinglandscape-scale planning
andapplying the mitigation hierarchy,
thatnaturalinfrastructure cantake the
place of engineered solutions (as well

as hybrid solutions), and that natural
capital conceptsareincorporatedinto
infrastructure planning.

James: Why isinfrastructure one of
TNC'spriorities?

Lauren: Thereisasignificantrelationship
betweeninfrastructure and biodiversity,
whichisunderlined by the scale of
expectedinfrastructure development,
thelongevity of infrastructure assets,
and their potential for transformational
impactsonnature. Therefore, TNC
believes thatincludinganature-positive
infrastructure approachisnecessaryto
ensure that countriesdriveinfrastructure
developmentbasedonaclear pathway
for mitigatingimpacts on biodiversity,
helpingto ensure that projectsare
designedandimplemented sustainably,
with biodiversity and the ecosystem
services they supportat the forefront of
every projectdecision.
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James: Yes, there are potentially
significantrisks, but the scaleandlong-
life nature of infrastructureinvestments
alsopresentsagreat opportunity to
have apositiveimpact. And that's what
thetwo of us worked toward togetheron
the Kipetowind power projectin Kenya.

Lauren: Exactly, The Nature
Conservancy, with the support of 12
impact-focusedinvestors, provided
capital to Actis for the Kipeto wind farm
inKenya. Throughthisinvestment,

the projectis generatingUS$500,000
annually tobe spentonvulture
conservationacross the southern Rift
Valley —more than the previous budget
forvulture conservationacrossthe
entire country. Additionally, TNC serves
onKipetoWind Farm's Biodiversity
Committee (a sub-committee tothe
board of directors), overseeing vulture
conservation effortsinand around the
wind farm.

TNC partneredwith Actisonthis
particular windfarmbecause the vulture
populationinthis part ofthe world has
declinedrapidly overthe past 20 years.
Thisisnotduetothe construction of
wind farms; rather, itis due toincreasing
human-wildlife conflict. As humans move
furtheroutintoonce-wild areas, their
livelihoods canbe threatened by wild
animals—forinstance, lionsand other
predators may attack their cattle herds.
Inorderto preventthis, cattle herders
may poison carcassesinorder tokillthe
predators, but carrion-eatingbirdslike
vulturesaretheonesreally affected. TNC
recognisedanopportunity togenerate
long-term sustainable fundingto address
this problem while also working with
Actistomitigateits specificimpactson
biodiversity through this wind farm.

James: Kipetoisawonderful project
andit'sbeenareal careerhighlight to
beinvolved. Canyouspeakabout the
biodiversity activities that have been
implemented at the Kipeto project? Can
youdescribe how Kipetois enhancing
natural capital while driving Africa’s
energy transition?

Lauren: Renewable sources of energy
areapriority in Kenya (and globally) but
mitigatingimpacts onlocal communities

POSITIVE INFRASTRUCTURE

and wildlife populationsis of extreme
importanceasthisinfrastructureis
developed. Kipeto Energy's biodiversity
action plan, developedand overseen by
the Biodiversity Committee of which TNC
isamember, allocates fundingtolocal
non-profitsimplementing conservation
actionsinsupport ofthis plan. Using this
funding, over the past two years one of
our non-profit collaborators has GPS-
tagged 35raptors, including 22 vultures,
to monitor movements andidentify
populationhotspotstobetterunderstand
collisionriskand help safeguard the
birds. Our non-profit collaborators

and theKipeto team have focused on
community engagement to educate local
communities on human-wildlife conflicts
and ways toreduce theirimpacts, such
as helpingbuild predator-proofbomas
forlocallivestock keepers, distributing
predator deterrentlightsandraising
awareness of theimportance of vultures.

Allofthe biodiversity activities coupled
with Kipeto Energy's efforts at monitoring
the windfarm forbird activity at collision
risk height, shuttingdownturbines to
reduce birdfatalities whenneededand
workingwithlocal expertstounderstand
changes tothewindfarmlandscape that
willassist withreducingbird species
congregatingnear the turbines, are
ensuring natural capitalis prioritised and
enhancedwhile deliveringamuch-needed
energyresource.

James: Thankyou, Lauren. At the
outset, we wanted to prove that
conservationand commercial viability
can coexist. We hope that Kipeto
provides an example that otherscan
follow, not only in Africabut globally.
Furthermore, whenwe createdthe BTE
Renewables platform, biodiversity was a
one of several projectrisks that needed
tobe managed and mitigated; however,
the success of BTE's biodiversity
programs in Kenyaand South Africa
attractedbroadindustryrecognition.
Ibelieve this hasbecomeintrinsic to
thePlatform’sidentity and value. Actis
isacommercialinvestor, and clearly
wedon’t seekbiodiversityissuesto
manage, butit'sagreatillustration of
how closely connected risk management
andvaluecreationcanbe.
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THE HYDROGEN JOURNEY

HERNAN ARRIGONE

Energy Infrastructure, Actis, London

The world needs hydrogentoreachnet
zero. Thedevelopment ofgreen
hydrogen (usingrenewable energy) and
blue hydrogen (using fossil fuelsand
carbon capture and storage) is essential
inhard-to-abate sectors thatcannot
simply be electrified. Theseinclude vital
chemical processes, suchas
desulphurisation and hydrocracking for
oilrefining, as well as the production of
fertilisers and methanol. Hydrogen’s
importancealso extends tosectors
wherethere arefewalternatives, suchas
steel production, maritime shipping
fuel, and sustainable aviation fuel.

Global
hydrogen
demand
today

®

94 MT peryear

Hydrogen
(fromfossil
fuels) today
accounts for

of global CO-
emissions

Greenhydrogendemandby 2030

200°600MT

Thiswillrequire atleast 3X
thetotal
renewable
capacity
installed
todate

Asahighly abundant element that

emits no carbondioxide whenburned,

itis easy tounderstandthe enthusiasm.
Yet, hydrogenhasbeen considered for
applications whereits suitability isunclear
atbest, thisincludes passengercars,
buses,and domestic heating,tonamea
few. Wherethereisastrongandviable
alternative, suchasbatteries forcarsor
renewable energy-fuelled heat pumpsin
homes, these are far more likely towin out
bothtodayandoverthelongterm.

Low-carbon hydrogen applications

Thisisnottosaythattheinvestment
universe for hydrogen willbe small. If we
justfocus onthe areas where hydrogen
makes themost sense, the volumes
required are still substantial. To put this
incontext, just the decarbonisation of
sectorswherehydrogenisindispensable,
primarily fertilisers, methanol, and oil
refining, would require close to 100 Mt
oflow-carbon hydrogenannually. To
produce thisamount of hydrogen via
renewables, wewould needtobuild 1.5
times therenewable capacityinstalled
todate. Eventhe most conservative
projections, aligned with expertslike
Michael Liebriech, foresee afuture where
low-carbon hydrogendemandreaches as
highas 200 Mt perannum, amarket valued
ataround US$300billion.

Why smart policymakingis necessary

Therealityisthat clean hydrogenisfar
more expensive and less efficient to
produce, store,and transport thanthe
fossilfuels we use today. The cheapest
greenhydrogendevelopedtoday cost
between US$2.5to US$5 perkg, making
it over 10times pricier thanthe natural
gasalternative. Overtime costs will
reduce as technologies evolve, demand
increases and economies of scale startto
materialise.Innovationinelectrolysers
willincrease efficiency, energy density,
and stack size. Meanwhile, automated
manufacturing and 'giga-scale’ facilities
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are set todrive prices down, following
similartrends tothose seeninother
technologies, suchas solar PV or
batteries. Nonetheless, hydrogenwill still
have significant barriers towidespread
adoption, driven by the characteristics of
themolecule.

*  Hydrogengasneeds3to4timesthe
storage capacity of natural gas.

*  Theextremelylowtemperature
requiredtoliquefyandtransport
hydrogenresultsincoststhatinmany
cases exceedthose of production.

« Pipelinesmaybeanobvious means
oftransportinghydrogen, but using
existinginfrastructure wouldrequire
natural gastohave beenphasedout
andinfrastructureretrofitted, while
building parallellinesis often unviable
for privateinvestors.

Governmentincentives and policymaking
are therefore vitalto encourage
investmentinviable hydrogen
infrastructure andto create amarket for
hydrogenproducts.

Significant steps have been taken,
especiallyinthe United States, where the
Inflation Reduction Actincentivises green
andblue hydrogen production through
taxcredits. Europe, too, is making
promising headway withinitiatives like the
Hydrogen Bankand the ambitious plan
tobuild 28,000 kilometres of hydrogen
pipelines by 2030. Subsidies for the

use ofgreenhydrogeninthe European
Union, throughlong-term contract-
for-difference auctions, are ensuring
cost competitivenessforindustries
transitioningto hydrogen.

Inmarkets suchas Japanand South Korea,
where phasing out coal-fired generation
willtake decades, governmentsare
exploringinnovative solutions like
blendingammoniatoreduce emissions.
Despite the complexity and significant
costofthis solution, given the lack of


https://protect-eu.mimecast.com/s/pqDeCX55zh4rlEXUQfJHZ

short-termalternatives, companiesare
gearingup to meet these government-set
targets.

Theseinitiatives areinturn spurring
private-sectorinterestinlow-carbon
hydrogen projects, both forlenders

and sponsors. The market for hydrogen
projectsand productsisrapidly evolving
beyond traditional applications, driving
anincreased demandfor capital.
Experiences from prior energy transition
technologies, like solar PV and wind, tell
us thatdecliningcostsandinnovationcan
turnatrickle ofadoptioninto aflood of
acceptance.

Investment opportunities are strong,
but only when aligned with hydrogen’s
true potential

We see plenty of opportunities, as models
emerge structuredaround hydrogen
limitations and true potential. For smaller
projects, we see opportunities forlocal
productionwherelocal consumption
isneeded. Thisis for example the

case ofalow-carbon hydrogenplant
located next to afertiliser factoryor
refinery. Meanwhile, larger “giga-scale
projects” areinterestingwhenfocused
onproducing the cheapestlow-carbon
ammoniaforexport, tomarkets with
limitedrenewable resources.

Giventhat electricity accounts for more
than 60% of hydrogen’slevelised cost,
our expertiseinrenewablesbecomesa
valuable asset. Ourvast experiencein
regionsrichinsolarandwindresources,

like the Middle East, North Africa,

Brazil, Chile, and India, positions us well
for projectsaimedto produce green
hydrogenandammonia. Our history of
working closely with governments and
regulators, as trusted partnersincritical
infrastructure projects, allowsus to
navigate the complexitiesinvolvedin
converting promisingideasinto tangible
projects.

“THE DEVELOPMENT

OF COST-EFFECTIVE
AND SUSTAINABLE LOW
CARBON HYDROGEN
APPLICATIONS IS
VITAL IF WE ARE TO
REACH NET ZERO. THIS
PRESENTS SIGNIFICANT
INVESTMENT
OPPORTUNITIES,

BUT CAPITAL AND
POLICYMAKING SHOULD
FOCUS ON AREAS WHERE
THERE ARE NO OR FEW
ALTERNATIVES."”

We are actively evaluatingand developing
hydrogen opportunities, drawingupon
ourlocalknowledge and networks to
capturewhatare oftenlarge projects.
Giventhescalerequired for many of these
low-carbonhydrogen plants, forgingthe
right partnershipsiskey. Weleverage

our extensive networkandreputation
inthe energy sectorto establishthese
partnerships.

Ourin-house operations team has
extensive experience working with
equipment suppliers and manufacturers,
enablingusto structure contracts that
mitigate therisks associated with scaling
up new and existing technologies. Our
trackrecordindevelopingintelligent
finance solutions for complex ssituations
positions us wellto create and structure
bankable projects, especially given our
experienceinsecuringlong-term offtake
agreements with high-quality customers.

Asthe market for hydrogenandits
derivatives develops tomeet the needs of
anetzeroglobaleconomy, we believe that
therewillstrongappetite frominvestors
forviable, high quality operatingassets
inthe space, which will create exciting
opportunitiesinyearstocome.

While scepticismabout hydrogen

may be justified in many cases, itis
importanttorecognise theapplications
whereit standsastheindispensable
pathtodecarbonisation.Inthese
instances, where no viable alternative
exists,hydrogenemergesasa

massive opportunity—an opportunity
equivalent to three times the cumulative
renewable capacity built globally to
date. Successintheseinvestments will
hingeonbeingableto seethroughthe
noise and focus onreal opportunities
backed by robust government policy and
strong fundamentals.

EXHIBIT 1: LOW-CARBON HYDROGEN OFFERS A SOLUTION FOR THE “HARD-TO-ABATE"” SECTORS, BUT HAS BETTER
PROSPECT IN SOME SECTORS THAN OTHERS
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COMPETITIVELY FINANCING

SUSTAINABILITY

COURTNEY LOWRANCE

Managing Director, Sustainability and Corporate Transitions, Citi

Sustainabilityis part ofawholesale
transformation of the financial world
whichisintegrating environmental and
social externalitiesinto the way we value
assets. Actishasbeenaleadingplayer
inthis areafor many years, and at Citi
we are excited todowhat we canto help
the market play an even greaterrolein
accelerating sustainable finance, having
announced US$1 trillion commitment to
Sustainable Finance by 2030.

Sustainable finance has beenaround
foraconsiderable time, beginning with
‘donoharm’investingandhas evolved
into something far deeper. Previously,
sustainability-linkedloans had been tied
tooutputsratherthanoutcomes. Now,
however, the actualimpactinvestments
make—and how they are measured
-isbecomingmoreimportant. The
subscriptionloanfacility we developed
with Actis allows usto supportthese
aimsinahighlyinnovative, butalso highly
effective, way.

“THE ACTIS IMPACT
SCORE IS VITAL IN
ALLOWING US TO
DEMONSTRATE HOW AN
INVESTMENT ACHIEVES
TANGIBLE RESULTS.”

Thefacility ties theimpact ofan
investmentdirectly tothe margin on offer
accordingtoaset of sustainability criteria.
The Actislmpact Score (AlS)istherefore
vitalinallowingusto demonstrate howan
investmentachievestangible results.

At Citi, we believe that financings such

as this helps make the overall financial
system more sustainable. We work with
clientsandindustryleaders suchas Actis
totransitionthe systemtoonewherewe
areabletointegrateimpactwith financial
performance. We believe that positive
environmentaland socialimpactsare
linked to economic growth: thereis simply
notrade-off between financial value and
sustainability benefits. Itis thereforein
ourinterest,aswellasintheinterests of
the globaleconomy, to supportinitiatives
likethese.

“LOANS SUCH AS

THE SUBSCRIPTION
FACILITY WE HAVE
INTRODUCED WITH
ACTIS ARE STILL

IN THEIR RELATIVE
INFANCY. AND VERY FEW
HAVE THE LEVEL OF
SOPHISTICATION THAT
THE ACTIS IMPACT
SCORE ALLOWS US TO
HAVE."

Loans suchasthe subscriptionfacility we
haveintroduced with Actis are stillin their
relative infancy. And very few have the
level of sophisticationthat the AlS allows
ustohave. However, thereislikely tobe
significant expansion of the marketinthe
future, ontwo fronts.
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“WE TRANSITION

THE SYSTEM TO ONE
WHERE WE ARE ABLE
TO INTEGRATE IMPACT
WITH FINANCIAL
PERFORMANCE.

WE BELIEVE

THAT POSITIVE
ENVIRONMENTAL AND
SOCIAL IMPACTS

ARE LINKED TO
ECONOMIC GROWTH:
THERE IS SIMPLY NO
TRADE-OFF BETWEEN
FINANCIAL VALUE
AND SUSTAINABILITY
BENEFITS.”

First, we willsee more financial
instruments with sustainability-linked
Key Performance Indicators (KPIs). We
are already seeing significant volumesin
investment grade credit,but we arealso
seeingitinarange of otherinstruments,
including supply chainfinance and
derivatives. Second, we expectto see
anexpansionintheuse ofimpactscores
suchastheAlS. That meansnotjusta
single factor KPI, but also beingable to
add greater context suchaswhere the
impactistakingplace, the extenttowhich
itsupports development or mitigates
theimpact of climate change, and the
difference it makes to the communities
whereitis happening.

We expect the private markets to
continue tobecome much more engaged
insustainable financein the years ahead.
Instruments like the subscription facility
canplay akeyrolein ensuring benefits
reach the people who most need them
around the world.


https://www.citigroup.com/global
https://www.act.is/sustainability/
https://www.act.is/sustainability/
https://www.act.is/sustainability/

COMPETITIVELY FINANCING SUSTAINABILITY

33I0A 1S3N9



WHY SUSTAINABILITY IS A
DATA CENTRE STRATEGY

DALMAR SHEIKH

Global Head of Data Centre Operations, Actis, Singapore

Datacentresalready play anintegralrole
in supporting global economic
development, but what we've seento
dateis set to paleininsignificance
compared to whatistocome. According
toforecasts by McKinsey Global
Institute, the world will consume 20
timesmoredatain2030thanitdidin
2020, with much of this growth driven by
new users as wellas greater time spent
watching higher definition video
content. With databecoming
increasinglyindispensable, itis entirely
appropriate tolabelit ‘the fourth utility’.

Inthis context, data centres havebecome
acriticalinfrastructure asset class. But
datacentresarenotoriously energy-
hungry.InDenmark, for example, data
centre energy useis projectedtorise six
times by 2030 to account foralmost 15%
ofthe country’s electricity use. Such
increasesinenergy use create energy
supply, cost and sustainability challenges
—butforthe samereasons, thismeans
asustainability-focused data centre
strategyisawinningformula.

Asaleadingglobalinvestorin sustainable
infrastructure, datacentresforma

core partof Actis'investment strategy.
We are perfectly positionedtolink our
realestate, energy and sustainability
capabilities to create highly profitable
andvaluable datacentreassets,and that
isalsoinlarge partthankstoan offering
alignedtohyperscalers’ demands.

Abright future forgreendatacentres

Givendatacentres' enormous energy
demands, energy supply and efficiency
are criticalbut sois the question of
energy source. The data centre marketis
dominated by a handful of big technology
companies—hyperscalers—capable

of creating, processingand storing
millions of terabytes of dataevery day.
Hyperscalersaredrivingnew datacentre
constructionand consumption globally,
both through their own constructionand
throughleasing. Their datacentre needs

arevastandsoaretheirenergy needs
—orlow cost, renewable energy needs,
tobe precise. Thehyperscalers have set
aggressive net zerotargetsinthebattle
against climate change, with, forexample,
Microsoft, Google and Metaall pledging
toreachnetzeroby 2030and Amazon's
targetsetfor2040.

Thisiswhere Actis’ expertise acrossreal
estate, energy and sustainability comes
into play to offeracompelling competitive
advantageinthe data centre market.
Through our deep sector specialismand
builder and operator model, we areideally
placed to develop datacentre assets
co-locatedwithrenewables. Thisnot
only helps cover the vitalissue of energy
security by reducing reliance (and burden)
onthe gridbutalsoallows for greater
controloverenergy costsandattracts
hyperscalerslooking for decarbonised
datacentres.

Andfocusingonhyperscaler customers
isindeedimportant giventhat Amazon,
Microsoft, Metaand Google are the
fourlargestpurchasers of corporate
renewable energy PPAs, withalmost
50GW contracted (equaltothe
generation capacity of Sweden). Given
thefactthathyperscalers’'dataneedsare
accelerating faster thantheir capability to
build their owninfrastructure, especially
inmarkets suchasLatin America, Asiaand
Africawhere Actisis deeply implanted
butwherehyperscalerscanlackan
established presence andlocal market
knowledge, the opportunity forgreen
datacentre providersistremendous.

The deployment of cost-efficient
renewables can createamore profitable
datacentre operation, allowing for
amore competitive market offering
targetedtohyperscalersaswellas
generatingbetterinvestorreturns. We're
putting this strategy toworktodeliver
forourinvestors, as exemplifiedinour
acquisition earlier thisyear of 11 data
centresthroughout the Americas, many
of which source their energy from wind
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power plants, and our Seouldata centre
which utilises solar PV to meet power
needs.

Afocusonsustainability therefore
helps create more attractive assets by
reducing costsand meetingthecriteria
hyperscalers are looking for. Butafocus
onsustainability also deliversafurther,
additional energy benefit—energy
efficiency.

Energy efficiency: the other energy
trump card

Actisembraces avision ofinvestmentas
acatalysttodrive forwardthe growth of
datacentresandthereduction of their
environmentalimpactthroughenergy
efficiencyinadditiontorenewables.
Drivenby their net zero commitments,
our hyperscalertarget customers

have drasticallyimproved power usage
effectiveness (PUE), ameasure of energy
efficiency, at their data centresand seek
similar efficiencies from their providers.

PUE is a gauge which shows how efficient
adatacentreisbycontrastingtotal data
centre energy use (including cooling
andventilation) with energy use just
from computing equipment. Aperfectly
efficient data centre would have a PUE of
1.AtActis,weworktowarda1.2-1.5PUE
range by using the most efficient cooling
systemsandancillary processes, and have
evenachievedanimpressive PUE score
of 1.19 through Chayora, our portfolio
company and datacentre providerin
China.

OurRack CentrefacilityinLagosisalso
anexcellent example of efficiency. Itis
35% more energy efficient than other
regional datacentres, and 16% more
efficient than the globalaverage. Thanks
toourinvestmentsinenergy generation,
coolingandventilation, Rack Centre
becamethe first IFCEDGE-certifieddata
centreinEurope, the Middle Eastand
Africa—arecognition of excellencein
resource efficiency.


https://protect-eu.mimecast.com/s/-j7mCVQQxH2QVqxcEqId6

Byinvestinginto bothrenewablesand
energy efficiency, we have createda
straightforward but powerful formula.
Focusingonsustainability creates data
centresthat maximise energy efficiency
and utiliserenewable energy toreduce
major cost centres (energy and water),
creatingthe operational efficiencies to
drive competitive advantage and attract
hyperscaler customers, whichinturn
generate higher profitsandbiggerasset
valuations.

Goingabove andbeyond for the “S”
inESG

While the environmentaland energy
implications of data centre expansion will
be the primary sustainability concernfor
hyperscalers, they are also preoccupied
by social considerations.Indeed,

the socialaspect of ESGis becoming
increasingly prominent for hyperscalers
and corporations more generally,

includinginrequestsfor proposals, as
theylooktotakeaholisticapproachto
sustainability.

Thisonce againputs Actisassetsat
acompetitiveadvantage, thanks to
sustainability beingintegratedinto every
investment decisionwe make and our
commitmentto creating sustainability
leaders thatimprove thelivesand
livelihoods of the communitiesin which
they operate. Our community focusisin
strongalignmentwithwhat hyperscalers
want from service providers, including
withdigital-related socialimpact
programmes, such as digitalliteracy skills
traininginlocal communities.

The excess heat producedby data centres

isalsoincreasingly being exploredfor
community use, notablyin developed
markets, with heat networks being
introduced to heatlocal commercialand
residential buildings for example.

Cheaper, cleaner, better

At Actis we areforthrightinourbelief
that valuesdrive value—ourfocuson
sustainability isnotdrivenmerely by the
factthatitisthe 'rightthingtodo’but
becauseitisacommercialimperative.
The data centre market powerfully
illustrates this.

In sourcing power fromrenewables
and maximising energy efficiency, data
centres benefit fromlower operational
costsandincreased profitability.

Add to this thefact that sustainable,
decarbonised datacentresarekeyto
attractinghyperscaler customersand
theargument compounds. Suchgreen

datacentres make strongyieldreturning

longlifeinfrastructureassetsbutalso
maximise their value for a future exit.
Thisisawinning strategy onall fronts.

EXHIBIT 1: A ‘ONE ACTIS’ APPROACH TO INVESTING IN SUSTAINABLE DIGITAL INFRASTRUCTURE

Thedigitalinfrastructure sectoris key to deliveringthe UN SDGs and enablingthe low-carbon transition. Actis takes a 'One Actis’
approachtoinvestingin sustainable digitalinfrastructure globally:

Provenowner-operatorswithdeep
operational expertiseand
significant experience building,
owning, operatingandexiting
sustainablehardasset
platforms

Source: Actis

Ability to source poweredland withdeepreal
estate expertiseincludingland
acquisition, managing permitting,
navigatingregulatoryapprovals,
constructionandasset management

oo

oo
HiA

Values Drive Value
Asimple, repeatable,
systematic
approachto
sustainability
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Expertsinsourcinganddelivering
uninterruptable powersupplywitha
trackrecordasapre-eminentbuilder
andoperatorof 20GW of renewable
energy
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CRITICAL MINERALS AND
THE TRANSITION TO NET ZERO

ROHITESH DHAWAN

CEO andPresident, The International Council on Mining and Metals

SHAMI NISSAN

Guest Editorand Partner, Head of Sustainability, Actis, London

Shami: Why are we at such acrucial
junction with critical mineralsand the
transitionto Net Zero?

Rohitesh: The Northern Hemisphere has
facedarelentless summer of extremes.
July 2023 wasthe hottestmonthon
record globally, with wildfires ravaging
Greece, Syria, Canada, and Spain,
causingatragicloss of lifealongside
environmental devastation. The harsh
reality of climate changeis hitting
populations worldwide, and scientists
believeitis onlyataste of whatistocome.
Astemperatures soared, oildemand
reachedanall-time high, according
tothelnternational Energy Agency.
While ambitious net zero targets have
beensetandinvestmentinrenewable
energy systemsisrising, the structural
transformation of global energy systems
to "weanourselves off” fossil fuelis at risk
ofremainingadistantdream.

Whatthese events have brought

into sharp focusisthattheworldis
significantly off-track tomeet the global
goals setoutinthe Paris Agreement.
Thereisincreasing concernaround
thelack ofraw materialsrequiredto
create the cleanenergytheworldso
desperately needs. Supply of some
metalsand minerals willneed toincrease
upto20timesinthenext30years,and
people are concerned that this willlead
toamadrushfor critical minerals which
willonly exacerbate existing socialand
environmental challenges. Idon't think
anyone would deny that we are atone of
the most criticaljuncturesinthehistory

ofthe miningindustry. Society rightly
expectsthatminersneedtooperate
inaway that care for peopleandthe
planet, whichis true for many companies
especially those who have self-selected
tobe part of The International Councilon
Miningand Metals (ICMM), but not of all.

Shami: How would youdescribe therisks
we faceas aresult of this challenge?

Rohitesh: WhenIthinkaboutthe
challenges, | thinkabout the three S'—
‘'supply’, 'strategic’ and ‘sustainability’.
Taking 'supply’ first. Ifwelook at the
supply vsdemand equationthereisaclear
imbalance. We'llneed around 3 billion
tons of metaltoreachnet zeroby 2050 as
essential building blocks of wind turbines,
solar panels, and electric vehicles. This
demand comesontop oftheirusein
buildings andinfrastructure thatisalso
growingas the global population grows
andbecomesricher. There'snoshortage
of minerals neededinthe ground, but we
are currently not producing them quickly
enough, especially for commodities

like copper, lithium, cobalt and nickel.
Without doubt, we need to maximise
supply frommetals alreadyin circulation
andimplement material substitution
wherever possible, but evenwith
maximumrecycling, mining willneed to
grow materially.

By ‘strategic’lamtalkingabout where
these metals comefromandthe
related geopolitics. Criticalminerals
arenow atop-level national security
and geopoliticalissue,and that could
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shape bothdemandand supply for
these commodities. We'relikely to see
countries work unilaterally, bilaterally,
andmultilaterally totryand secure
supplies, especially withand from other
like-minded countries—the Minerals
Security Partnershipisjust one example
ofthis. This could exacerbate existing
geopolitical tensionsbut couldalso lead
tosomeunlikely alliances whichwould be
positive.

“CRITICAL MINERALS
ARE NOW A TOP-LEVEL
NATIONAL SECURITY
AND GEOPOLITICAL
ISSUE, AND THAT
COULD SHAPE BOTH
DEMAND AND

SUPPLY FOR THESE
COMMODITIES."”

Finally,and perhaps mostimportantly,
‘'sustainability’.Inshort, the concern
hereisthatthe‘cure’isn'tworsethan
the‘disease’. Inotherwords, thatin our
rushto growmineral supply to power

the decarbonisationtechnologies of the
future we don'tend up with huge collateral
damagetopeopleandtheplanet. When
doneresponsibly, miningisinfactone
ofthe most powerfulforces to meetall
the Sustainable Development Goals but
whendoneirresponsibly, it can causereal
harm.We have so many good examples of
responsible miningandthekeyis to make
thosethenorm, andto continue toraise
thebar.


https://www.icmm.com/

Shami: The miningindustry is poised for
alarge spikeindemand, butisitready to
meetregulatory and societal
expectations on sustainability, including
how extraction, processing, refiningand
other processesare performed?

Rohitesh: | have personally seena

very clearand genuine commitment,
particularly onthe part ofICMM members,
totake stepstoaddresssocietaland
regulatory concerns. However, we as
aminingindustry must put our hands

up and acknowledge that performance
has notalways met expectations. We
don'thavethetrustand confidence of
societyatlarge.It'snot hardto pinpoint
why—the collapse of the tailings dam at
Brumadinho, Brazil, the events at Juukan
GorgeinWestern Australiaand well
publicisedincidents of corruption haveall
contributedto this.

Whatislesswidelyreportedarethe
examples of responsible extraction
and good practice whichare taking
placeacrosstheindustry. One great
exampleisthework Anglo American
isdoingat their Quellaveco project
inPeru. Working withcommunities
andtheregionalgovernment, they
have goneaboveandbeyondthelegal
andregulatoryrequirementsfora
newmine. Thisincludes agreeing 26
specificcommitmentsrelatingto
water management, environment,
andsocialinvestment. They havealso
provided 29,000localjobs through
the construction of the projectand
anexpected 2,500 nowthemineisin
production. Itis these kinds of positive
examplesthatwennotjustneedtotalk

aboutbutensurethatwelearnfromand

encourageallminers globally to adopt.

EXHIBIT 1: TOP PRODUCERS GLOBALLY OF THE 18 CRITICAL MINERALS

Democratic
Republicof Congo

Cobalt

Tantalum

Brazil

Niobium

South Africa

Platinum

Australia
Lithium

“SUPPLY OF SOME
METALS AND MINERALS
WILL NEED TO
INCREASE UP TO 20
TIMES IN THE NEXT
30 YEARS.”

Shami: What shouldinvestors (like Actis)
do/demand?

Rohitesh:1am goingtouse two examples
toillustrate whatinvestors canand should
bedoing. Firstly, ontailings. Tailingsarea
byproduct of mining, consisting of ground
rock, organic matter and effluents. If

not managedproperly, tailings can have
adverseimpacts onthe environmentand
humanhealth and safety, with pollution
from effluentand dust emissions being
potentially toxictohumans, animals or

Russia

Palladium

China
Antimony
Cobalt (refined)
Gallium (refined)
Graphite (natural)
Indium (refined)
Magnesium (refined)

Rare earth elements (oxides)

Silicon (refined)

Tellurium (refined)

‘\ Tin (minedandrefined)
\ Tungsten

\ Vanadium
Vietnam

Bismuth

Note: Country with the highest production of each critical mineral; refers to mined production, unless otherwise stated. 5-year average

production 2016-2020.

Source: Department for Business, Energy & Industrial Strategy, Resilience for the Future: The UK's Critical Minerals Strategy (March 2023).
Figure contains data from the UK Critical Intelligence Minerals Centre, British Geological Survey © UKRI 2022.
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https://www.gov.uk/government/publications/uk-critical-mineral-strategy/resilience-for-the-future-the-uks-critical-minerals-strategy#:~:text=The%20UK's%20first%20ever%20Critical,challenges%20with%20our%20international%20partners.

plants.Investorsplayedacriticalrolein
supportingtheindustry’sjourney towards
moreresponsible tailings management.
Thiswasthroughthe Principles for
Responsible Investments’' role alongside
UNEPandICMMindevelopingthe
GlobalIndustry Standard on Tailings
management. Thereisanunwavering
commitmentfrom|CMM membersto
implement the standard, but we needto
alsosee thisfromthewiderindustry. Here
actions of investors suchas the Church

of England have beencritical. They have
said publicly they will vote against boards
whoarenotimplementing the standard.
Investors shouldlook to take the same
approach for other key challenges—help
toidentify goodpractice, thenapply
pressure on companiestoimplement.

The second examplelooks at what
investors shouldbe doing. | believe that
insome cases, therhetoric ofinvestors
doesnotmatchaction. Agood example of
thisistheissue of nature and biodiversity.
Ihave heard many investors speak about
thisissue publicly, butlhave heardthat
theseissuesarenotbeingbroughtupin
directengagements with companies.

Itis not simply acase of challenging
companies publicly; investors mustbe
willing to offer their support to companies
todrive the change needed.

Shami: Nature & Biodiversityisahuge
growing topic. Nature-positive mining-
williteverbe possible?

Rohitesh: When considering thisitis
importanttonote that 'nature positive’
refersto the state of natureandisnota
descriptionofanactivity. So, we should
avoid describingcompanies or sectorsas
beingnature positive or not—atleast until
the metricsand standards for nature are
sufficiently welldeveloped. The mining
industry therefore hasan opportunity

to create anature positive future,

by minimising our negative impacts
onnatureand contributing through
conservationand preservation activities.

The most critical task, whichICMM
members have committedtodoing,isto
apply the ‘'mitigation hierarchy' withan
ambition of no netloss of biodiversity.
This means taking steps tofirst avoid
negativeimpactsonnatureasfaras
possible, minimisingthose thatcan’t

be avoided, remediatinganyresidual
impacts,andonly usingoffsetsasa
lastresort.ICMM members havealso
committed tonotexploring or developing
new minesin World Heritage Sites and
torespectlegally designated protected
areas—somethingthat|think shouldbe a
baseline expectation of allmining.

Mining companies also have an
opportunity to contribute tonature
positive outcomesbeyond their
immediate operations. Some members
areleadingactorswhenitcomes
toconservation, restoration, and
preservation ofbiodiversity and nature.
Forexample, Vale helps protect nearly
1millionhectares oflandacrossthe
world, including 800,000 hectaresinthe
Amazon. Orthat Anglo Americanisusing
eDNAtomanage, measure and share
30,000data points onwater quality and
biodiversity to achieve anet positive
impactinNorth Yorkshire.

Shami: Circular economy and recycling
-willwegettoapointwherewedon't
needtomineatallbecauseallthat we
needisincirculationalready, oris that
fantasyland? Willwe havetoresortto
deep seamining?

Rohitesh: Thereuse andrecycling of
metals alreadyincirculationis critical to
help the world meetdemand. However,
thisalone willnot be enoughtoservice
the expectedriseindemandforkey
commodities. We will stillneed toseea
significant growthinprimary production.
Forexample, 2/3rds of the copper mined
sincethe 1900sis stillin circulation.
Copper productionis expected todouble
betweennowand 2050to meetdemand.
Thisisthe sameacross several other
criticalminerals. We will stillneed to
responsibly increase the supply of new
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metal, but we must work to supplement
thiswith thereuse,remanufacture
orrecycling of existingmaterials. Itis
especiallyimportant thisis done through
mechanisms that value the durability of
materials. Specifically on deep seamining,
itcanbeasource of critical minerals, but
therisk of harmis significantand notyet
fully understood. While miningonland
isnotwithoutrisks, we understandand
cancontrolassociatedrisks betterthan
we currently caninthe deep seasandno
ICMM member currently engagesinDeep
SeaMining.

Shami: What makes you optimistic/
hopeful?

Rohitesh: Thereare somany examples

of miningin harmony with nature and
people,andI'mreally hopeful that we
canmake those the norm. Evenwhenwe
startfromabad place, we canstillendup
where we need. Forinstance, consider Ite
—Peru'slargest wetland. Itisapristineand
thriving 12kmlongwetland where | saw
crystal clear water, flamingos, and other
incredible birdlife—it's acompletelyidyllic
naturalecosystem. 20 years ago however,
itwas the opposite. Mine waste (tailings)
hadbeendeposited there for several
years,anditwas abarrenand lifeless
wasteland. Southern Copper, through
their restoration project, has helped turn
alandscape which was degradedinto
somethingthatis healthyandthriving.

It gives me hopethateveninthe most
challenging circumstances theindustry,
communities, andregional authorities can
work togetherto create amore positive
future.

“WE'LL NEED AROUND

3 BILLION TONS OF
METAL TO REACH NET
ZERO BY 2050 AS
ESSENTIAL BUILDING
BLOCKS OF WIND
TURBINES, SOLAR
PANELS, AND ELECTRIC
VEHICLES."”
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SUSTAINABLE AND COOL

DR. ADIB EL MOUBADDER

CEO, Emicool

At Emicool, we're proud tobe cooling
buildings and transportlinksat the
upcoming COP 28 event. We're anatural
partner for this, asitdraws onourrecord
of helpingthe UAE meetits carbon
footprint targets while meetingdemand
for cooling, healthierlivingand working
environments.

Inaregionwhere temperatures can
regularly exceed 40 degrees centigrade
and humidity canreach up to 98%, cooling
systemsare essentialto the economy
and humanwellbeing. Inthe United
Arab Emirateswhere we arebased,
forexample, thereis oftendemandin
buildings of morethan 2,500 hoursa
year for cooling. Yet while conventional
air conditioning cankeepinside
temperatures comfortable,itcanbe
energyintensive torunand canstruggle
tomaintainair-quality parameters and
humidity levels.

“EMICOOL IS HELPING
THE UAE MEET ITS
CARBON FOOTPRINT
TARGETS WHILE
MEETING DEMAND FOR
COOLING, HEALTHIER
LIVING AND WORKING
ENVIRONMENTS."”

By contrast, Emicool operatesamore
reliable and energy efficient system
thatalso offers better air quality. While
not new, districtaircoolingsystemsare
now increasingly seenas away to keep
people coolandreduce greenhouse

gas emissions. At Emicool, our 20

plants pump chilled water (at 5 degrees
centigrade) throughinsulated pipes
aroundresidential, commercial, retail,
hospitality andindustrial buildings,
servingmore than 50,000 customers. We
then pump the warmer water back again
for coolinginwhatisaclosedloop system,
runningthrough 400 km of pipelines. As
acooling source thatis between30%and

33% more energy efficient thanindividual
conventional systems, our company

is contributing tothe UAE's ambitious
targets ofimproving energy efficiency by
40% andreducingits carbon footprint by
70% by 2050.

However, in partnership with Actis, we
believe we candomore at Emicoolto
preserve preciousresources and lead
thewayinsustainable practices. This has
always been part of the Emicool strategy.
In2019, forexample, we embarked on
aplantomoveallourfleet vehicles to
electric. Today, 68% of our fleetis electric
andweare providingnew EV charging
points opentothegeneral public. We
have won multiple awards over the
pastdecade, recognising ourresource
efficiency efforts, suchasleak detection
programmes and energy efficiency
initiativesandin 2022, wewerenameda
“Great Place to Work" by the International
District Energy Association.

Since Actisinvestedin Emicoolin 2022, we
have established anew ESG framework
under theresponsibility of aboard-level
ESG committee. We arealigned with
ourinvestorsinsettingnewand more
stretching sustainability targetsand we
arealready startingtoseeresults. For
example, wateris apreciousresource
globally and particularlyinthe Gulf
region. We have strict water conservation
strategiesandone of ouraimsisto
increase theamount of treated sewage
water (TSE) instead of potable water we
useinourcoolingplants. We nowhavea
mix of 45% TSE, up from 30%. We are also
makingheadway onrenewable energy
use—we already use solar power for some
of our operationsandweare currently
conductingresearchand developmenton
the viability of wind turbines to help power
coolingtowers.

We are supportingthese effortswitha
digitaltransformation programmethat
improves communication with customers
and helps us manage all stakeholders
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includinginour supply chainand
procurement. Our Enterprise Resource
Planning (ERP) digital system (Oracle
Fusion) willoptimise operations, allowing
us to monitorandimprove the efficiency
of howweuse ourresources.

Emicoolis also committedto social
goals. We have established best practice
guidelines to provide ahealthy and

safe environment for workers, thatis
freefromaccidents. Inaddition, we are
supportingemployment opportunities
forlocal people throughtrainingin skilled
operations and maintenance—over

the past year, we have delivered 4,000
traininghours for our employees. Inline
with ourinclusionanddiversity policy, we
have settargetstoincreasethe number
of females we employ, includingthe
potentialto hire fromthe female engineer
trainingprogrammes we are sponsoring.
We have increased female employees by
6%inthepastthreeyears.

Withthe UAE hosting COP 28 this year, we
seefurther opportunitiesto contribute
tothe energytransition. Not only will
Emicool be cooling thousands of buildings
inthe Expovillageandthe metro stations
where COP 28 willbe held, weintend to
play asignificantroleinthe event. As
advocates for sustainability,among
otherinitiatives, we willbeinvolvedin
acommittee discussing the climate
agenda, sharing experience and helping to
foster sustainable best practice.

Havingbuilt astrongplatforminthe
UAE, we have plans to expand further
into other Gulf countries and beyond.
Thereis high demand for coolingacross
theregionand governmentsareactively
supportingthe development of district
cooling systems. Other marketsinthe
Middle East, Indiaand the Far East are
also promising areas for expansion
through organicgrowthand M&A. The
next few years will be an exciting time
andwe aredelighted to have Actis by our
side tosupportusonthejourneyahead.


https://www.emicool.com/
https://player.vimeo.com/video/875933452?h=c43e0528ad&amp;badge=0&amp;autopause=0&amp;quality_selector=1&amp;progress_bar=1&amp;player_id=0&amp;app_id=58479

Emicool employees maintainingdistrict coolinginfrastructure in Dubai, UAE
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GAS IS PART OF
THE SOLUTION

NARCIS DE CARRERAS ROQUES

CEO, ValiaEnergia

Valia Energia was launchedin November
2022, andinjust nine months we have
become Mexico's first Independent
Power Producer (IPP), and rank within
thetoptenacrossLatin Americaasa
whole. Valianow represents 4% of the
installed capacity in Mexico, generates
7% ofits electricity, and accounts for 6%
ofthetotalannual gasdemand. These
arelargenumbersinacountry the size of
Mexico. We aredirectly connected tothe
most competitive gas supply marketin
theworld-Texas—-and our key assetsare
sitedinthe parts of the country where
most of the populationlivesand where
themainindustrial clusters arelocated.
Allour poweris soldto CFE, the public
utility, underlong-term contracts.
Meanwhile Mexico's ongoing
industrialisation continues to offer
opportunities aligned with our strategy.
(Recently Mexico surpassed Chinaas the
number one exportertothe USA).

Ourambitionisto set the example for
what an energy company shouldlooklike
inthe next phase of Mexico's transition
toacleanerfuture. That means offering
asecure supply of electricity thatis both
sustainable and cost competitive.

“THE MOVE TOWARDS

A CLEANER ENERGY
WORLD WILL SIMPLY
NOT HAPPEN WITHOUT
GAS, AT LEAST IN THE
SHORT TERM. IT IS
RELIABLE, ABUNDANT
AND COMPETITIVE.”

We are taking several steps to sustain
and buildupon our leadership to date.
Mexico's energy sectoris challenging
andintense tooperatein,hencewe
hireleaders who will help us become
thebest-in-class operator ofenergy
assetsinthe country. Our Power
Purchase Agreements (PPAs) beginto
expirein 2026, sowe are developingour
commercial strategy to ensure we can
overcome this challenge of renegotiation
ofagreements. We will develop our
sustainability plans,and optimise our debt

GAS IS PART OF THE SOLUTION

through a capital markets refinancing.
Andwe will simplify the way we operate,
by eliminatingwhatever we donot need
anddigitisingwherever we can.

As acompany which generates energy
using natural gas, we believeit will play
akeyroleinensuringajustenergy
transition. The move towards acleaner
energy world will simply nothappen
without gas, atleastintheshortterm.
Itisreliable,abundant and competitive,
andlacks the problem of intermittency of
supply which solar and wind can face. Until
battery storage becomes more advanced,
itistheonly fuel that solves the energy
trilemma, offering security of supply,
affordability and sustainability. Anditis
farlesspollutingthan other fossil fuels
suchas coal ordiesel, meaningwe can
keep carbonemissions to the lowestlevel
possible. Gasis part ofthe solutiontothe
world's energy needs.

The situation withhydrogenismore
challenging. We are continuing to monitor
it, but although a significantamount

of capitalis being deployedinto the
technology, as of today thereis neither
aself-sustainingbusiness model, nora
clearregulatory path, norafinalmarket
demand. Its future may well lie—over


https://www.valiaenergia.com

thelongerterm—asthe solutionfor

some hard-to-abate clusters suchas
industry, cement and petrochemicals, or
inareas wheretherearenoalternatives.
Itsrelevanceremains tobe seenforthe
power generationsectorinacountry such
as Mexico.

“OUR AMBITION IS

TO SET THE EXAMPLE
FOR WHAT AN ENERGY
COMPANY SHOULD LOOK
LIKE IN THE NEXT
PHASE OF MEXICO'S
TRANSITION TO A
CLEANER FUTURE.
THAT MEANS OFFERING
A SECURE SUPPLY OF
ELECTRICITY THAT IS
BOTH SUSTAINABLE AND
COST COMPETITIVE.”

EXHIBIT 1: VALIA PORTFOLIO MAP

Source: Valia Energia

Mexico
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We face two mainchallengesinachieving
our goals: todecarbonise the gas
burnedin our power plants,andto
continuetoimpress oncustomersand
financial partnersthatthe gasindustry
issupporting effortstoaccelerate the
energy transition. Ifwe didnotdo so,
customers would not buy our electricity
and banks would not finance our
investments. Initiatives suchas carbon
capture, improved energy efficiency,
reduced methane emissions,and more
renewable gasesin the supply mixhelp
us, butthereal opportunityistodeepen
the partnershipbetweengasand
renewables. Mexico has abundant access
tothe cheapestgasintheworld,and
unlimited accesstorenewableresources,
particularly solar. Used together, they
canfoster greaterindustrialisation,
employmentand prosperity, while
maximising environmental returns by
reducingthe country’'sdependenceon
coalandoil.

L]
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We are active onanumber of fronts
tohelpachieve this objective. We are
taking greater steps tounderstand

the exactlevel of our emissions today.
We arealso planninghow to eliminate
methane emissions from our pipelines,
implementing energy efficiency projects
throughoutourfleet,and carryingout
reforestinginitiatives as part of our
decarbonisation efforts.

Actis plays amajorroleinsupporting

us with ourlong-termplan. The firm
encourages our management toadopt
arigorousandrobust attitude towards
ouroperations. Theinvestment team

in Mexico coordinates withusona
number of initiatives,aswellasonthe
management of the platform. Weaalso
receive support with our operations,
sustainability strategy, and our
communications with stakeholders. Itis
areally constructiverelationship,anda
privilege forall of the teamat Valiatobe
working with them.

Rio Bravo

Altamira



DRIVING VALUE THROUGH
ESG INITIATIVES

HASSAN EBRAHIM

CFA, Corporate Development, ESG and Growth Strategy,

Yellow Door Energy

LIVIA MARIZ

Portfolio Development, Sustainability and ESG, Public Affairs,

OmegaEnergia

LISA PINSLEY

YELLOW
DOOR
ENERGY

“r Omega

Partner, Head of Middle East & Africa, Energy Infrastructure, Actis, Cape Town

What role does sustainability playin
Actis’ portfolio companies,and how
doesit help drive value? To find out,
LisaPinsley, who leads Actis’ Middle
Eastand Africaenergy team, spoke to
sustainability leaders from two portfolio
companies: Livia Mariz, from Omega
Energia, thelargest publicly-listed,
pure-play renewable energy generation
companyinLatin America,and Hassan
Ebrahim from Yellow Door Energy, the
leading Middle East and Africa-focused
platformtargeting more than 1GW of
distributed solar andrelated energy
solutions to C&l customersacrossthe
region.

Lisa: Howis sustainability integrated
intoyour projects,andhowdoesitdrive
customerrelationshipsand value?

Hassan: At Yellow Door Energy, we
alwaysusedtojustassumethatwe
were sustainable—we are, afterall, a
solar company. Sowe usedto think we
didn't need to prove our sustainability
credentials. But after getting guidance
from Actis, we understoodthatjust
beingasolar company did not exempt
us from puttinginthe effort tobecomea
sustainability leader.

We also believe that sustainability
initiatives enhance the value of the
company. Forexample, the community
investment strategy we areimplementing
ensures that wherever we areinvesting
wealsoinvestinthe community. This
generates buy-in,andasocial licence to

operate. This facilitates our work, and
mitigates therisk of any disruptionto our
business.

“YOU WIN MORE
BUSINESS BY BEING
MORE SUSTAINABLE."”

Livia: In Brazil, the first wind plants we
built werelocatedinveryremoteplaces,
withinpoor andvulnerable communities.
Fromthe beginning, we said we needed
todo something, because we knew we
would be present for 30 years, and needed
tobegoodneighbours. Soin parallel
tothe project, webuiltaneducational
centre, since the majorlocal vulnerability
was schooling. Now we have four such
centreshereinBrazil. Asaresult, we have
not had problems or disruptions from
the community. We have very positive
relationships.

Lisa: What do your C&l customers think
ofinitiativeslike these?

Livia: Youhavetobeintelligentand
crediblein showingthat youare not saying
you are doing somethingthatyouare

not. For bigmultinationalsin particular,
sustainability is avalue. While priceis
theleadingmotivation, they willnot buy
anythingwithoutunderstandingthe
sustainability strategy behind the product
theyarebuying. Sometimes they will
evengototheplant,visit the educational
centres, checkthe KPls. Welove when
theyareinterestedinunderstandingour
sustainable journey.
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Hassan: We findthatalot of our
customerswant to be associated with
otherbusinessesthatare sustainability
leaders. That, initself,isavaluedriver: we
win projects because we demonstrate
our strong sustainability credentials. So,
lagree with Liviathat the tideis turning
—the stakeholders we work with, such

as shareholders, lenders or customers,
are demanding higher sustainability
standards from each other. Youwinmore
business by beingmore sustainable.

Livia: Sustainability also plays an
importantrole for the new generation
thatis startingtowork. Theyreally care
about havingapurposeandworkingin
acompany thattheyare proud of - not
justofits products but of everythingit
isdoing. So, while we are still creating
value for our customers, having
employees who are proud of what they
domakes abigdifferenceinareas such
asrecruitment. Thisisagenerationthat
isreally concerned with doing better for
the planet, solthink sustainability plays a
roleintheir decision of where toworkand
where to puttheirenergy.

Lisa: Howimportantis the Just
Transition? Does this comeupinyour
regions,andisit part of your strategy?

Livia: Whenwe are buildinga project we
always do adiagnosis of the community
tounderstandwhat theirvaluesare,and
how we can help withafocus on education
and ongeneration ofincome, whichare
ournormwhenitcomestovoluntary
socialinvestments. Insome communities
forexample, we carry out projects which


https://www.omegaenergia.com.br
https://www.yellowdoorenergy.com/

help close the gender gap. We have plans,
forinstance, toensurewomenareas
abletowork onourprojectsasmenare,
and making sure our contractorshirea
percentage of workers who are women:
ifyoudon't pushalittle bit, it oftenwon’t
happen.Inanotherlocation, we hadto
deviate from our normofinvestingonly
ineducationandincome generation,
because we needed tohelp withthe
infrastructure to give the community
cleanwatertoenable childrentogoto
school.Inthe end, ifyoubuild an effective,
sustainable culture, youare changing the
communities where you operate.

Hassan:In South Africa, we are designing
acommunity investment strategy that
involves training the coal miners or people
associated with theindustry to transition
toaroleinsolarenergy. Thereare
peopleinthe energyindustry whowould
potentially beleft behind by a transition,
sowe needto find ways to ensure they
benefit fromit.

Lisa: What hasit beenlike to work with
Actis on sustainability?

Livia: Fromthebeginningitwasa

great opportunity forustohavethis
partnership. We started to have monthly
conversations with the team after the
transactionclosed. Theyaddedalot

by understanding our sustainability
masterplanand started notonly to give
their opinionsonhow to address the
problems that we wanted to solve, but
alsotoconnect OmegaEnergiawith
otherinvested companies that have
already solved such problems.Itisan
amazing opportunity to exchangeideas
withthe other sustainability leadersin
the sameindustry whoaren't necessarily
competitors, so you canbe openandfrank
inyour conversation.

Hassan: Thefact that sustainabilityis
veryhighonActis'agendahasenabledus
to putithigh onouragenda. Facilitating
that cross-pollination ofideasis probably
the mostimportant benefit:learning from
companies like OmegaEnergiaisvital,and
Actis helpsusdothat. Overall, Actis has
put sustainability highonouragenda, and
givenusthetoolstoimplementit.
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THE SUSTAINABLE INFRASTRUCTURE
JOURNEY OF RX PROPELLANT

VISHAL GOEL

Managing Director, Rx Propellant

DR KETKI TULPULE

Senior Vice President, Business Development, Rx Propellant

AsIndia’sleadinglife sciences
infrastructure platform, RxPropellant’s
aimis tohelp build world-class clusters
forresearchandinnovation. Whilereal
estateliesatthe core of ourbusiness,
we like to complement this with our
expertiseinhelping foster talent,
networking, and building accelerators
andincubators. The most thriving
clusters worldwide - includingin the US,
theUKandtherest of Europe - arethose
where organisations of different scales
notonly co-locate, but also collaborate.
Using this model, our goalis to seedand
grow life sciences clustersinIndiathat
createrich ecosystems of scientific
communities whichinturncreate
breakthroughs.

“WE ARE EXPLORING
PHOTOVOLTAICS
MATERIALS ON OUR
VERTICAL FACADES TO
REDUCE OUR RELIANCE
ON GRID-SUPPLIED
ELECTRICITY AS
WELL AS GENERATE
RENEWABLE ENERGY.”

We supportinnovationby building

life sciences-focusedresearchand
manufacturinginfrastructure that
enablesrapid operational scaling.
Indoing so, weremaindedicated to
creatinglaboratories and specialised
environments that combine functionality
withamenities that promote productivity
and well-being. We also seek to deepen
ourrelationships with our tenants by
aligning our sustainability goals with
theirs.
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Whatisdrivingtheinterestinthe
sector? One ofthe mainchallenges
during the pandemic was fulfilling
theunprecedented demandfor fast-
trackedresearchandtestingcyclesand
manufacturinginfrastructure to cater
totheurgentand globaldemand for
vaccines. Researchworkand production
volumes were heavily dependenton

the availability of talent, raw materials,
manufacturingandfill-finish capacities.
Thisdemonstratedtheneedto
collaborateacrossbordersaswellas

to build specialisedinfrastructure for
life sciences with high-end technical
specifications, since commercial or office
infrastructure can seldom beretrofitted
tomeetthesector'sneeds.

Now, inthe post-pandemicera, the

life sciencesindustry—particularly

the PharmaandBiotech sectors—are
ingrowthmodeacrosstheglobe. As
theworldembraces new therapeutic
modalities such as cell-gene therapies,
RNA-basedtherapiesandbiologics,
Indiais gaining prominence as apopular
destinationthankstoits diversetalent
pooland costadvantage. One of the key
trendsthathas emergedisforbusinesses
toestablishafootprint here, either by
settingup operations or outsourcing
todomestic contract developmentand
manufacturing organisations. This has
ledtoanincreased demandforpurpose-
builtinfrastructure forlife sciences
operationsthat enable organisations to
expand their capacities forresearchand
manufacturingrapidly, while also staying
asset-light.

Sustainability is core to our mission. We
arefocusingourapproachtonetzeroby
developing our greenhouse gas emissions
mitigation strategy. Our decarbonisation
strategy will be closely aligned with

the sustainability goals of our tenants,
clientsandinvestors. The strategy aims
toreduce emissionsfrom our operations
through energy efficiency andrenewable
energy. Efficiencies equal cost savings,
of course, throughreduced demand for
electricity and water. Our building design
alsoincorporates the principles of the
circulareconomy and we aimforgreen
certification for our buildings.

“EFFICIENCIES
EQUAL COST SAVINGS,
OF COURSE, THROUGH
REDUCED DEMAND

FOR ELECTRICITY
AND WATER.”

Asaresult, theinvestments withinthe

Rx Propellant platform are aligned with
five of the United Nations' Sustainable
Developments Goals (SDGs): SDG3 (Good
Health & Well-Being), SDG8 (Decent
Workand Economic Growth), SDG9
(Industry, Innovationand Infrastructure),
SDG12 (Responsible consumptionand
production),and SDG13 (Climate Action).

Some examples of how we achieve this
inpracticeinclude the choice of building
materials, the design andimplementation
of heating, cooling, plumbing, waste, and
ventilation systems, and theintegration
ofthe built environmentinto the natural
landscape. Sustainable design principles
andtechniquesareincorporatedto
reduce environmentalimpacts. These
principlesinclude ensuring the optimal
orientation of abuilding to minimise heat,
providingadequate daylight with a mix of
shadingdevicesintegratedintowindows,
and efficient building envelope design
with high-performance insulation, double
glazingand cavity wallusage. Thisreduces
heat gainand minimises coolingneeds.


https://rxpropellant.com/

“WE ARE NOW AN
INDUSTRY LEADER
IN SUSTAINABILITY
IN LIFE SCIENCES
REAL ESTATE.”

We arealso exploring Building Integrated
Photovoltaics (BIPV) materials onour
vertical facades, and solar panels onour
terraces, toreduce ourrelianceongrid-
suppliedelectricity, as wellas generate
on-site and off-siterenewable energy.
We provide for water sustainability

by meeting 100% of our non-potable
requirements throughtherecycling of
wastewater. We ensure our transport

is sustainable by providing EV charging

infrastructure at parking stations to
promote the use of electric vehicles. And
wetakeanintegrated waste management
approach forachieving zerowaste to
landfillduringboth constructionand
operational phases.

This focus onsustainabilityisimportant
notjusttous, buttoourtenantstoo. They
are committedto sustainability more than
everbefore and have ESG mandates for
theiroperations. We therefore ensure
ourinfrastructureisalignedtomeet
theirgoals. We are targetingIFC-EDGE
&LEED greenbuilding certifications for
allourassets. Buildings with energy-
efficient systems and combining these
withrenewable energy sources can

significantly reduce carbonemissions and
also cutenergy billsoverthelongterm,
leadingto savings fortenants. Thisisa
major value-add and will differentiate us
fromother playersinthe market.

Partnering with Actis helps us stay
ahead ofthe curve.Wearenowan
industry leaderin sustainability inlife
sciencesreal estate. Weareableto
leverage Actis’ deep expertise tobuild
robustimplementation plans for our
portfolio. At the sametime,weare
paving the way for further development
ofthelife sciencesreal estate sector,
bybeingactivelyinvolvedincreating
industry-specific standards and metrics
for product sustainability.

Rx Propellantlife sciences facility in Genome Valley, Hyderabad, India
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DELIVERING NET ZERO THROUGH
SUSTAINABLE INFRASTRUCTURE

POLLY FIRMAN

Sustainability, Actis, London

Achievingnet zero by 2050 and limiting
globalwarmingto 1.5 degreesrequiresa
global shift tolow-carbon, climate-
resilient systems. Actisis partofthe
solution with our continuedinvestment
into sustainableinfrastructure. Our
commitmenttobenetzeroby 2050
across our wholeinvestment portfolio,
supported by near-term science-based
interimtargets, isoneofthewaysin
which we demonstrate this.

Theinvestmentimperative

Accordingtothelatest estimates
fromthe International Energy Agency
(IEA), annual clean energy investment
worldwide willneed to more than triple
from 2021 to 2030toaround US$4 trillion

DELIVERING NET ZERO THROUGH SUSTAINABLE INFRASTRUCTURE

toreachnet zeroemissions by 2050. For
infrastructure investors, thispresentsa
compellinginvestment opportunity that
isaccelerated further by other thematic
tailwinds such as digitalisationand energy
security.

“INFRASTRUCTURE

AND THE BUILT
ENVIRONMENT ACCOUNTS
FOR ALMOST 80% OF
GLOBAL EMISSIONS
TODAY. NET ZERO,
THEREFORE, REQUIRES
CURRENT AND FUTURE
INFRASTRUCTURE TO BE
DECARBONISED."

43 WAT

At Actis, we continue to capture

value across this opportunity for our
investors;investingbehind these global
themesacrossarange of sustainable
infrastructure sectors, andenacting

our missiontotransforminfrastructure
forabettertomorrow. Our approach
tosustainabilityisfounded onadual
objective that encapsulates this: toinvest
insustainableinfrastructure,andto
create companies that are sustainability
leaders. Inthe context of net zero we think
aboutthisas:

« Investinginsustainable
infrastructure: The transitiontoanet
zeroeconomyrequiresinvestment
ininfrastructure which provides
solutions to climate change—such


https://protect-eu.mimecast.com/s/RdYECQ77pcXZnvkFAvmIU

EXHIBIT 1: ACTIS' INTERIM NET ZERO TARGETS

Investingin sustainableinfrastructure

Actis committed for 50% of its AUM to beinvested in climate solutions by 2030.

For Actis, these are sustainable infrastructure investments that are critical to enabling net zero throughreducing greenhouse
gas emissions - either by decarbonisation or energy efficiency measures. Actis' ambitionis clear here, with 30% of AUM on
average targeted by other NZAM members, per The Net Zero Asset Managersinitiative 2022 Progress Report.

Creating sustainability leaders

Actis committed 60% of its total AUM to be aligning with net zero by 2030.

Asdescribed earlier, net zero aligned means assets that are managedinline with a science-based decarbonisation pathway
for Scope 1, 2,and material Scope 3 emissions, consistent with net zero by 2050 or sooner. This needs to also be supported
by adequate governance, strategy, targets, andreporting. Our 60% target is wellabove the average AUM committed across
NZAMmembers of 37%, per The Net Zero Asset Managers initiative 2022 Progress Report.

All Actis portfolio companies will develop costed net zero plans that willbe Board-approved by 2025 (or within two years for

new investments).

Thisisanintegral componentin our pursuit of sustainability leadership across our portfolio companies and central to achieving

the 2030 net zeroalignment target.

asrenewable power to decarbonise
energy supply; districtenergy
systems that make heatingor cooling
more energy efficient; and co-located
hyperscale data centres that can offer
more efficientand green data storage
tocustomers. Suchinfrastructureis
alsoattheheart of moderneconomies
and therefore fundamentalto
sustainable developmentandraising
standards of livingin developing
countries. Thesearejust some of
thesectorsthatweinvestinacross
our three strategiesin Energy, Real
Estate, and Digital Infrastructure.

+ Creating sustainability leaders:
Infrastructure and the built
environmentaccountsforalmost
80% of global emissions today. Net
zero, therefore, requires current
andfutureinfrastructuretobe
decarbonised—meaning thatassets
must be builtand operatedinline with
global science-based decarbonisation
pathwaysfornet zero 2050. At Actis,
we callthese "net zero-aligned
assets”andwebelieve thatinvestors
canfind value here when designing
new infrastructure, upgrading or
retrofitting existinginfrastructure,
and consideringhow these assets will
be governed and managed.
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Accelerating net zero through our
commitments

In2022, Actiscommittedtoalignits
investment portfolio to net zero by 2050.
Actishasalsobecomeasignatoryto

the Net Zero Asset Managers Initiative
(NZAM)and amember of the Institutional
Investors Group on Climate Change
(IIGCC) - both supporting the Just
Transitiontoanet zeroeconomy by 2050
orsooner.

InMarch 2023, Actisannouncedinterim
targetstoprogressits 2050 commitment
whichwere developedusingthe
Paris-alignedInvestmentInitiative's

Net Zero Investment Framework for
Infrastructure. These targetsreflectour
dual sustainability objectives shownin
Exhibit 1.

“ANNUAL CLEAN ENERGY
INVESTMENT WORLDWIDE
WILL NEED TO MORE
THAN TRIPLE FROM
2021 TO 2030 TO
AROUND US$4 TRILLION
TO REACH NET ZERO
EMISSIONS BY 2050.”

Thevaluecase

Havinginvestedin 16 GW of installed
renewable energy projects and with
33.2milliontonnes of CO, avoided
through Actisinvestments—equivalent
tomorethan 7.2 million gasoline-
powered passenger vehicles being off
theroadforoneyear - Actis'investment
behind net zeroisby nomeansarecent
phenomenon.

Our net zerocommitments therefore
reflect Actis’ continuedimplementation
ofits dual sustainability objectivesintoits
investmentapproach. Thisisunderpinned
by abeliefthat net zeroaligned assets
aremoreresilient, de-risked, and better
positioned to capture value aseconomies
andsocieties transition.

Forexample, corporate climate and net
zero commitments are driving “green
premiums”in Real Estate as wellas
increasingdemand for renewables-
powered datacentres. Decarbonising
theseassetstherefore playsarole
infirst qualifying for environmental
criteriawithin customers’ procurement
processes, andthen securinghigh
quality tenantsatanattractive price. In
addition, costs savings canbe achieved
throughreducedoperating costs,
lowered cost of capital, and discounted
insurance premiums. Cumulatively, these
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opportunities can provideacompelling aroadmap toachieve thesetargets,
payback for the upfront CAPEX required including milestones and governance
tobuild or retrofit to green specifications. arrangements. Once developed,
costednet zeroplans willbe reviewed
andapproved by Boardsandthen
integratedinto portfolio companies’
business plans and strategies;

Sustainable infrastructure that supports
netzeroalsoneedstobeclimate-
resilientandthisisanimportant feature
of howwede-riskinvestments. Actis
considers physicalandtransition-related
risks to minimise financial exposure to
climaterisk. Forexample, we assess
theresilience of ourinfrastructure to
potential physicaland socialimpacts of
climate changeinthe context of different
globalwarming scenarios (physical
risks), as wellas how changesin policy,
technology, and financial markets may
impact ourinvestments (transition risks).

« Actis' portfoliocompany, Omega
Energia—Brazil'slargestrenewable
independent power producer—had
afully costed net zero planapproved
byits Board this year forinclusioninto
theirbusiness plan. This planincludes
a2030targettoreduce Scope 1
and 2 emissions by 75%, as well as
compensationto neutralise residual
emissions onthejourneytonet zero;

We systematicallyimplement thisinto and

ourinvestmentandasset management * commissioningaspecialist third-
approach, supported by Actis' proprietary party advisor toundertake climate
Transition Tool. Actis willbe publishing scenario analysis across our

its first set of disclosuresinline with the investment portfolio, toidentifyand
Task Force on Climate Related-Financial prioritise physical- and transition-
Disclosures nextyear. related climaterisks, inthe context

of different global warming scenarios

Ourrecent progress andtimehorizons.

et ™ “NET ZERO IS A
embedding climate changeinto our CRITICAL OPPORTUNITY
investmentapproach. Recenthighlights TO GENERATE SUPERIOR

include: RISK'ADJUSTED

» deliveringnet zeroworkshops RETURNS. "
for CEOs, CFOs and Heads of
Sustainability at Actis' Energy and At Actis, werecognise therisksand
LongLifeInfrastructurebusinesses; opportunities that climate change

and the transitiontonetzeropresent
toinfrastructureinvestors. As such,

we expect net zeroaligned assets will
continue tobeincreasingly attractive
to sophisticated buyersthat evaluate
and price the economic, environmental,
and social components ofthenet zero
transitionintoinvestments. Net zerois,
therefore, one of many opportunities to
generate superiorrisk-adjustedreturns
forinvestors whilst also preserving the
planetandits people-orwhat Actis
referstoas “ValuesDrive Value”.

« workingacross Actis’ portfolioto
appoint consultantstoworkwith
portfolio companies ontheirnet
zeroplans. Net zero plans willinclude
bottom-up carbonfootprinting
for Scope 1, 2,and material Scope
3 emissionsand development of
astrategyfornetzeroby20500r
sooner. Strategies willhaveinterim
science-basedtargets, marginal
abatement cost curveanalyses of
decarbonisationinterventions, and
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https://www.act.is/the-street-view/article/measuring-transition-the-actis-tool/
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