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Africa must shift towards
climate-informed
development in order
to ensure new projects
are adaptable to climate
conditions, and to reduce
people’s vulnerability to the
impact of climate change

FOREWORD

I am proud to have been the founding chair of AVCA’s
Sustainability Committee, as I am proud of all AVCA
members who have contributed to the committee’s work
since its 2016 inception. The mission of the committee is
to advance, innovate and share information on sustainability
in the African private equity landscape. Over the last four
years we have explored diverse perspectives on sustainability
subjects including, job creation and job quality, gender
balance, corporate governance and, in this report, climate
change. We have demonstrated innovation within our
respective companies, spoken on panels, shared information
and resources, and created a platform for Impact and
ESG professionals to connect and learn, through the ESG
Practitioners’ Workshop.
African private equity is at the forefront of Impact and ESG work. Our industry was founded
by Development Finance Institutions, and their central focus on Impact and ESG has led to
Africa-focused PE taking a leading position – via their own missions and investments – as LPs
establishing formalised ESG standards for GPs investing in Africa. Working within this pedigree,
this committee has helped highlight and educate our industry on sustainability issues, and show
the contribution that Africa can make to leading sustainability standards.
With the COVID-19 pandemic, globally and in Africa, we find ourselves in uncharted territory.
However, the pandemic highlights the interconnectedness within our global systems and, along
with climate change, demonstrates the importance of building resilience at an organisational
and societal level. Impact and ESG work is now more important than ever, for governments, for
business and in our private equity industry.
As the committee’s leadership is now being taken over by Michael Hall and Matthew Hunt, as
co-chairs, my hope is that the work of the committee and its impact increases. I wish AVCA and
AVCA’s Sustainability committee the best of luck on its work.

Runa Alam
Co-Founder and Managing Partner,
Development Partners International
Founding Chair, AVCA Sustainability
Committee
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INTRODUCTION

From Cape Town’s dwindling water supply to intensifying
droughts witnessed across East Africa, the effects of climate
change are now very real. It has become essential to adapt
and prepare our societies and the economies to respond
and recover from its effects.
We are now shifting from an awareness phase to a measurement phase, that will give businesses
the data they need to take better decisions about climate risk and opportunity. African PE players
are well positioned for this shift given the integration of sustainability in the African DNA, mainly
due to the significant role of DFIs in shaping the industry. This is further evidenced in the report
which shows that more than three quarters of LPs conduct climate risk assessments of their
portfolios. It is encouraging to see that existing portfolio companies are already developing
technologies and solutions to assess and address the growing risks and impacts increased by
climate change. Some are leveraging on big data to help manage those risks as they get larger and
more complex. Ultimately, with more actual aggregate data on productive climate-change assets
that directly mitigate climate change, we can measure the shift to financing climate solutions. By
doing this, we will get a better understanding of whether private capital is responding at the scale
and speed necessary to respond to climate change.
We hope that this report raises awareness of the risks and opportunities associated with climate
change. Thanks to all investors who participated in the survey.
Co-chairs, AVCA Sustainablity Committee
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Matthew Hunt
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RISKS AND OPPORTUNITIES OF
CLIMATE CHANGE IN AFRICA
Africa stands to be amongst the regions worst-affected by the
climate crisis1 . The World Bank argued in a 2016 report2 that subSaharan Africa and South Asia are most vulnerable to climate
change induced poverty, given that they have the highest initial
number of people living in poverty, and will face the steepest
projected increases in agricultural prices caused by expected
yield losses. In a 2018 report3, the World Bank also argued that a
worst-case scenario could see internal climate change migrants
within sub-Saharan Africa number 86 million. The wide-ranging
impact of climate change on Africa’s prosperity, from health,
natural resource availability, agriculture and forestry4 is clear, as
is the challenge that Africa’s governments face in meeting the
projected costs of adaptation. Annual climate adaptation costs
are predicted to reach US$20-50bn by mid-century in the event
of a 2°C warming and will escalate to US$100bn in the event
of a 4°C warming5 . For the worst effects of climate change
to be mitigated, Africa must shift towards climate-informed
development in order to ensure new projects are adaptable
to (and do not exacerbate) climate conditions, and to reduce
people’s vulnerability to the impact of climate change6 .

Climate-related risks, as identified by the Taskforce on
Climate related Financial Disclosures (TCFD), can be
categorised as transition risks arising from the move to
a lower carbon economy, as well as the physical risks
relating to the impacts of climate change.
The TCFD also identifies areas of climate opportunity
in resource efficiency, energy source, products and
services, markets, and resilience.
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What role can private capital play, then? Consider renewable
energy. With two-thirds of Africa’s population not having
access to electricity, investors have taken important steps
to finance renewable energy projects in Africa. For example,
the Desert to Power initiative, launched by the African
Development Bank and supported by the Green Climate
Fund and the Africa50 Infrastructure Fund, seeks to provide
10 GW of solar energy to the countries of the Sahel region
by 2025. This will provide access to green electricity to over
250 million people, from Senegal to Ethiopia7. Meanwhile,
the Kathu Solar Park was inaugurated earlier this year in
South Africa and will supply up to 179,000 households with
constant power. The 100 MW plant will prevent the emission
of six million tonnes of carbon dioxide into the atmosphere
over the next twenty years, and was financed by a consortium
that included PE firm Metier, development finance institutions
FMO and DEG, as well as the South African government
owned asset manager, the Public Investment Corporation8.
Climate-focused energy funds have also appeared on the
African PE scene. Climate Investor One announced the final
close of the Stitching Development Fund and Coöperatief
Construction Equity Fund U.A. at a combined US$850mn.
This climate fund management solution will look to deliver
renewable energy infrastructure across Africa, South and
Southeast Asia and Latin America, avoiding the emission of
1.9 million tons of carbon dioxide per annum. Similarly, GPs
such as the African Infrastructure Investment Managers (in
partnership with SOLA Group and Nedbank Energy Finance)
have launched funds focused on developing clean energy
and resource-efficient infrastructure. Finally, while outside
the sphere of renewable energy, firms like FMO have also
extended financing to companies seeking to significantly
boost forestry plantation in Africa9.
However, a crucial part of the challenge will centre on
harnessing technology to adapt Africa’s key industries to the
problems of climate change. This is particularly important
when one recalls that Africa’s population is projected to
grow by 1.3 billion by 2050, representing just over half of
the added global population. Here, sectors like agriculture,
which still employs over half of Africa’s labour force, stand
out. An example is the Climate Finance Lab, a public-private
partnership which counts the AFC and African Development
Bank amongst its partners. The Climate Finance Lab is
developing the West African Initiative for Climate Smart
Agriculture as a blended finance solution to support the
adoption of climate-smart practices by smallholder farmers
in West Africa. Companies like the VC-backed agritech startup WeFarm, are also developing climate-smart solutions
for Africa’s farmers. Operational in Kenya, Uganda and
Tanzania, WeFarm enables remote small holder farmers to
connect, solve problems, share ideas, and spread innovation.
As institutions like the IMF have noted10, climate-smart
agriculture - which seeks to increase productivity sustainably,
enhance adaptive capacity and reduce or remove greenhouse
emissions where possible can help soften climate change’s
impact by helping farmers to produce more nutritious crops
in a more sustainable and efficient way.

Here, private capital can, and should, do more. The Technical
Centre for Agricultural and Rural Co-Operation (CTA) and
Dalberg Advisers11 recently highlighted that only a fraction of
the addressable market for agricultural digitalisation in Africa
is currently being realised, with estimated realised revenues
of EUR127mn in 2019 compared to total addressable market
revenues of EUR2.3bn. Moreover, they estimated private
sector investment into agricultural digitalisation in Africa

“Most investment professionals
don’t fully understand the
climate change topic and
their responsibility towards it.
Instead of getting drawn into
discussions about climate
predictions, engage them.
Ask how businesses would
respond to climate events,
such as drought, get them
to think of outcomes and
solutions. Then educate them
on how these scenarios are
growing more likely in their
sector or region.”
Michael Hall,
Head of ESG and Impact,
Development Partners International

to be EUR47mn in 2018, representing only 3-6% of African
tech start-up investment that year. However, annual donor
funding flows in this space reached EUR175mn, which itself
is but a fraction of the nearly EUR1.8bn that was invested
globally in agricultural technology in 2017.
In order to safeguard the continent’s transition to an era
of climate-informed development, then, the challenge
for private capital is to continue to finance and nurture
the enterprises of innovation that are utilising existing and
emerging technologies to not only reduce development’s
carbon footprint, but also protect Africa’s peoples and
industries from the worst impacts of climate change.
The good news is that many of the key themes that draw
private capital to Africa, such as population growth, the
youth demographic and rapid urbanisation, also harbour
great potential for harnessing the opportunities of investing

© 2020 AVCA | APRIL 2020 | www.avca-africa.org

7

through a climate-focused lens to build climate resilience
and adaptation into Africa’s economic growth. For
instance, the IEA’s 2019 Africa Energy Outlook estimates
that over 500 million people in sub-Saharan Africa have
no access to electricity, and over 800 million are without
access to clean cooking12. The IEA’s director noted that
this represents a unique opportunity to pursue a much less
carbon-intensive development path than many other parts
of the world, by taking advantage of the huge potential that
solar, wind, hydropower, natural gas and energy efficiency
offer. Currently, as noted in the IFC’s 2019 report, “The
Dirty Footprint of the Broken Grid”, highly polluting and
expensive backup generators are a key source of energy
access in much of Africa, providing 9% of the electricity in
sub-Saharan Africa and 40% in West Africa13.
Considering agriculture, a 2018 report by the United
Nations Food and Agricultural Organisation (UNFAO) noted
that countries in the Global South, many of which already
suffer from poverty, food insecurity and malnutrition, will
be disproportionately at risk from the negative impacts
of climate change on agriculture. Concurrently, however,
regions with temperate climates might see positive impacts,
widening the economic gap between developed and
developing countries14. The report identifies agricultural
trade as a potential short-term mechanism for addressing
production shortfalls due to weather events, and
developments that facilitate trade in low-carbon footprint
products would support mitigation efforts and contribute
to reducing agricultural greenhouse gas emissions. It also
examines the likely impact of investments in technologies
and their adoption, as well as insurance schemes in climate
adaptation and mitigation for agriculture. In addition,
the report notes the challenges to large-scale adoption
of climate-smart agriculture and risk-management in
developing regions due to prohibitive costs.

Africa’s well reported housing and infrastructure shortages
provide another example of deficits that can be tapped
into for climate-friendly solutions. With rapid urbanisation
expected to lead to Africa’s urban population standing
at 1.34 billion by 2050, occurring just as the impact of
climate change becomes increasingly visible, the payoff of
successfully integrating solutions to these dual challenges
would be significant. This bi-focal approach would be a key
part in the continent’s ability to reap the so called “urban
dividend” experienced by developed markets during their
rapid urbanisation periods. As much of Africa’s urban
infrastructure is yet to be built, the opportunity remains
there to be taken.
This urban explosion also drives rapid growth in power,
energy and fuel demands for industrialisation, cooling,
transportation and cooking. As the size of its car fleet
more than doubles, Africa’s growth in fuel demands is
expected to exceed that of China and is only eclipsed by
that of India, according to an IEA report. The continent is
also expected to become the third-largest source of global
gas demand by 2040. The report further indicates that
even with current and planned efforts to provide access to
modern energy services, 530 million people will still lack
access to electricity, and nearly one billion people will lack
access to clean cooking by 2030. As a result, by 2040, 90%
of those without access to electricity and almost 50% of
those without access to clean cooking will be living on the
African continent15.
And while energy, agriculture and infrastructure might
present the most obvious opportunities for climate smart
investing, climate risks impact every sector. Recognising
the need for climate action and improving awareness of the
scope of climate conscious investment as a value creation
opportunity has the potential to drive much needed capital
into the climate funding gap in Africa. Indeed, where climate
is concerned, inaction is increasingly being recognised as
the riskiest option with regards to people, planet and profit.

Investors are expecting disclosures on both transition risk and physical
risk, and there will be increasing expectations on companies to
disclose their carbon footprints and especially exposure to stranded
assets. Scenario analysis for future investments and on funds’ invested
portfolio will increasingly become the norm.

8
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CLIMATE CHANGE SURVEY

Research Methodology
AVCA surveyed 45 General Partners and Limited Partners between October 2019 and November
2019. Participants were selected to represent a broad cross-section of investors. The survey was
undertaken via an online questionnaire and incorporates the views of African and non-African
investors. Questions investigated how investors approach and tackle the problem of climate change
within Africa. The results of the survey are presented below.

Do you conduct climate risk assessment of your portfolios?

Majority of investors surveyed reported that they
conduct climate risk assessments of their portfolios

43%

34%

23%

When asked if they conduct climate risk assessments of their
portfolios, the largest share of respondents (43%) reported
that they sometimes conduct climate risk assessments
of their portfolios, while 23% never do and 34% do so
regularly. 100% of those who regularly conduct climate risk
assessments of their portfolios have PE investments in Africa.
Only 15% of all GPs participated in the survey said that they
never conduct climate risk assessments of their portfolios.
In contrast, the largest part of the pension funds (75%)
stated that they never do climate risk assessments.
Of those that reported that they regularly conduct climate
risk assessments of their portfolios, 67% were PE fund
managers. Over half (53%) of the investors that regularly
conduct climate assessments of their portfolios have their
head office in Africa, while none have their head office in
North America. For those that never conduct climate risk
assessments, 50% are headquartered in Africa, while 40%
are headquartered in North America.

Never

Sometimes

Regularly

Have you made changes to your investment strategy or decision-making based on your
assessment of climate risk?
55%
45%

Most respondents have not yet made changes to their
investment strategy or decision-making based on their
assessment of climate risk
Respondents were fairly evenly split on the impact of climate
risk assessments on their investment activity. Nearly half of
survey respondents (45%) reported that they have made
changes to their investment strategy or decision-making
based on an assessment of climate risk, while 55% have not.

Yes

No
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Does your firm have a responsible investment policy in place or in development that
considers climate action?
75%

Most respondents have a responsible investment policy
in place or in development that considers climate action
Most survey respondents (75%) have a responsible
investment policy that covers climate action in place or
pending, while 25% do not.
100% of all the firms headquartered in Europe said that they
have a responsible investment policy that covers climate
action in place or pending.

25%

Yes

No

What is your level of concern for climate-related issues?

Investors are nearly as concerned about the climate risk facing their investee companies as they are about the carbon
footprint of their investments

60
Very concerned

52%

50

49%

Slightly concerned

46%

40

Not concerned

38%

30
20
10%

10

5%

0

Climate risk facing your portfolio
companies / direct investments

Carbon footprint of your portfolio
companies / direct investments

The majority of respondents (95%) reported being slightly or very concerned about the climate-risk posed to their
investments, and 5% reported no concerns on this front. When considering the carbon-footprint of their investments,
90% report being slightly or very concerned, while 10% are not concerned about this.

10
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Have you implemented measures to address these climate-related issues?

Despite their concerns, many respondents have taken no measures to address climate-related issues

54%
46%

Climate risk facing your portfolio
companies / direct investments

55%

Yes, we have implemented
measures
45%

No, we have not implemented
measures

Carbon footprint of your portfolio
companies / direct investments

Over half of respondents (54%) have not implemented measures to address the climate risk facing their portfolio
companies, while 46% have. However, investors have been more proactive in managing the carbon footprint of their
investments, with a majority (55%) having taken measures for this, while 45% have not.

“As Fund Managers, we also play a pedagogical role in educating
our counterparts – SMEs – about climate change. Company
management teams and sponsors often don’t relate climate change
to their businesses. One of our approaches is to make sponsors and
companies understand the link between financial performance and
climate change.”
Abir Attia, Director – Responsible Investing, AfricInvest
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Are you aware of any climate-related initiatives, such as the Taskforce on Climate-related
Financial Disclosures (TCFD) that might impact your investments?
63%

Most respondents are unaware of climate-related initiatives that
might have an impact on their investments
Nearly two thirds of respondents (63%) reported not being aware of any
climate-related initiatives that could have an impact on their investments.
Of the 37% that reported being aware of such initiatives, 60% were
aware of, have signed up to or are rolling out TCFD into their portfolios.
Other initiatives they are aware of include the EU Roadmap, the UNPRI
Reporting on Climate, the UN SDGs and specific government initiatives.

37%

No

Yes

How often do you discuss climate change in your Investment Committee (IC) Meetings?

50

47%

Climate change is not yet a regular topic
of discussion at IC meetings

40
30

26%

20

16%
11%

10
0

Never

12

Sometimes

Regularly

Only 11% of respondents always discuss climate
change at their IC meetings, while 26% do so
regularly. For a large number of respondents,
climate change is discussed at IC meetings
sometimes (47%). Just 16% of respondents say
that they never discuss climate change in their
IC meetings.

Always
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How often do you discuss climate change with your investors/fund managers?

60

55%

Climate change is only sometimes
discussed with most investors or fund
managers

50
40
30

26%

20
10
0

50

11%

Never

8%

Sometimes

Regularly

Always

How often do you discuss climate change with your portfolio companies/direct investments?
43%

Most investors only sometimes discuss
climate change with their portfolio
companies

40
32%

30
20

19%

10
0

Of those respondents that say they always
discuss climate change with their investors or
fund managers, 100% have made changes to
their investment strategy or decision-making
based upon their assessment of climate
risk. In contrast, majority (67%) of those that
sometimes discuss climate change issues with
their investors or fund managers say that they
have not changed their investment strategy or
decision-making based on their climate risk
assessments.

5%

Never

Sometimes

Regularly

Of the survey respondents, only 5% always
discuss climate change with their investee
companies, while a further 32% do so
regularly. 43% of respondents discuss climate
change with their investees sometimes, while
19% never do.

Always
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Do you consider climate change more in terms of risk mitigation or in terms of market
opportunities?
53%

Investors see both risk and opportunity in relation to
climate issues
Over half of respondents (53%) view climate change
equally as a risk and as an opportunity. One third of
respondents (34%) perceive climate change more in terms
of risk mitigation, while 13% see it more in terms of market
opportunities. 100% of respondents that see climate change
more in terms of market opportunities have PE investments
in Africa.

34%

13%

Risk Mitigation

Market
Opportunities

Both Equally

Where do you see the most opportunities for climate investments in Africa?
Investors see climate-lens investing opportunities for Africa in Energy, Agriculture and Water

100

95%

80
62%

60

44%

40

36%

33%
26%

26%
21%

20

15%

0

Energy

Agriculture

Water

Waste

Forestry

Finance Manufacturing Buildings

Transport

13%

Tourism

10%

10%

Fisheries

Metals &
Minerals

Energy was selected by nearly all (95%) investors as having the most opportunities for climate investments in Africa, but
investors also recognised the potential in Agriculture (62%) and Water (44%).
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CLIMATE INVESTING TOOLKITS, RESOURCES AND
APPROACHES FOR AFRICAN PE INVESTORS
What is the TCFD and why is climate-related
disclosure important?
Climate risk reporting, which assesses, monitors and
measures climate exposure, is a key part of the transition
towards sustainable economies. In recognition of the
particular challenges involved in assessing and reporting
climate change risks, the Financial Stability Board (FSB) –
an international body made up of G20 member states that
oversee global financial stability – created the Task Force
on Climate-Related Financial Disclosures (TCFD). The TCFD
is an industry-led initiative made up of representatives from
various sectors, including banks, insurance companies,
and non-financial corporations. At its inception, the TCFD
aimed to synthesise existing corporate climate change
reporting standards and requirements (such as those
summarised below) into a universal reporting framework.
Using the TCDF, individual companies can develop their
own voluntary and consistent climate-related financial
disclosures, thus improving global transparency on
climate-related reporting. In June 2017, they published
their final report, which recommends that companies
include climate-related financial disclosures in their annual
financial filings16.

What tools and approaches are provided or
used by the Development Finance Institutions
and other relevant bodies?
The IFC Performance Standards provides guidance on
climate metrics and standards, such as thresholds for CO2
emissions. The IFC also provides the EDGE Green Building
certification programme and has been pioneering blended
climate finance.
In its ESG Toolkit, the CDC identifies tools for climate
change mitigation and adaptation, for uses such as the
quantification of greenhouse gases (GHG) associated with
business activities. The toolkit also highlights opportunities
for resource efficiency improvements and helps fund
managers better understand climate change and weatherrelated risks to an investment and its supply chain. Sector
specific risks and opportunities are also addressed.
The FMO has a Green Label which steers its investments
towards reducing greenhouse gas emissions, increasing
resource efficiency, preserving and growing natural capital

and supporting climate adaptation. Its Forestry strategy is
oriented towards developing this emerging asset class as
a means to sequester carbon through sustainable forestry
plantations and industry. FMO also leverages climate
finance through blending structures such as Climate
Investor One. FMO has pledged to contribute to limiting
global temperature increase to 2°C and preferably 1.5°C, as
agreed at the Paris Climate Summit in 2015. To this end,
they have developed methodologies to establish the carbon
footprint of their investments and set targets in line with a
1.5°C pathway17. The GHG footprinting approach prepared
by the Partnership for Carbon Accounting Financials
(PCAF) has been a starting point for FMO, who support
the development of the PCAF global carbon accounting
standard through their participation in the global core team.
To boost climate-friendly technology, DEG managed the
“Climate Partnerships with the Private Sector” programme,
which ended in 2019. The programme financed private
sector projects that supported climate-friendly technologies
such as solar kiosks for off-grid power supply in Ghana, and
a pilot plant for organic manure from poultry waste in South
Africa. DEG also invests and supports funds in investing to
counter climate change, such as with its investment into
Lereko Metier Sustainable Capital Fund (LMSC), which
invests in renewable energy, energy efficiency, water and
waste management.
Norfund focuses on investing in four business areas,
including Clean Energy and Green Infrastructure. Climate
and Environment is one of the four cross-cutting areas of
concern that Norfund has identified, and it works with its
investees to ensure compliance with the IFC’s standards
over time.
Through its Africa Climate Change Fund (ACCF), its
partnership with the Green Climate Fund and other initiatives,
the African Development Bank supports inclusive green
growth by investing in low-carbon and climate resilient
projects. The ACCF’s adaptation activities are focused on
agriculture, rural living water resources and forests, while its
mitigation activities are focused on sustainable transport,
renewable energy and energy efficiency.
The United Nations Principles of Responsible Investing (UN
PRI) is working to help investors protect portfolios from
risks and expose them to opportunities. Reporting against
TCFD-based indicators became mandatory for UN PRI
signatories in 2020.
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CLIMATE CHANGE ADAPTATION
AND LEGAL RISK
According to a 2019 report by the London School of
Economics , while climate lawsuits remain concentrated in
high income countries, the number of legal cases in low-andmiddle-income countries has been growing in importance
and quantity, despite significant capacity constraints.
These cases mostly seek to hold governments to account.
Globally, a number of recent climate change cases saw both
governments and private entities employing rights-based
arguments, signalling a ‘human rights’ turn in climate change
litigation. Strategic climate change litigation is increasingly
targeting private actors – mostly fossil fuel and cement
companies, known as the ‘Carbon Majors’. Litigation for
failing to incorporate climate risk into investment decisions,
such as in the case between Conservation Law Foundation
v. Shell Oil Products US, is likely to increase. Equally likely to
increase is litigation for failing to disclose climate-risks and/
or comply with recommendations, evidenced in a 2018 case
where a pension fund beneficiary filed a lawsuit against the
fund for failing to provide adequate information relating to its
climate related risk. New climate lawsuits are drawing upon
the science and pushing the notion of individual corporate
responsibility for climate harm. These trends suggest that
the use of climate change litigation as a tool to effect policy
change is likely to increase.
18
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CASE STUDIES

Cornerstone Towers, African Capital Alliance
Investment Region: West Africa (Nigeria)
Investment Status: Exited
Investment Year: 2015
Exit Year: 2019
Exit route: Trade Buyers
Exit Performance: 25.6% 1RR (US$)

What was the motivation for the
investment?
The Cornerstone Towers Investment was
approved by our Investment Committee as
part of our Real Estate Fund (CAPIC) Portfolio.
A Grade A office development that targeted
blue chip local and multinational companies.
The investment was considered to have met
our development and investment objectives:
moderate and affordable cost, facilities and
amenities that would be attractive to blue chip
companies and good investment returns.

How did you incorporate a climate
strategy into the investment?
Environmental,
Social
and
Governance
considerations are an integral part of our
investment process and are usually evaluated
at different stages from site identification, brief,
concepts, investment analysis, design and so
on. For our investments, we not only focus
on de-risking, but also take a step further in
identifying and unlocking additional valueadd opportunities. Given the targeted market
and the significant CO2 contributions from
inefficient buildings, embedding the concept
of sustainability in Cornerstone Towers was
imperative. It was obvious to us that a climate
strategy must be incorporated to attract right
tenants with an appreciation for sustainability
and cost-efficiency. IFC EDGE’s tool presented
a great opportunity to achieve the resourceefficient concept for Cornerstone Towers.

The EDGE tool gave a total view of the
development cost, the time frame for evaluating
and sourcing the right materials and delivering the
development. EDGE certification was particularly
attractive given our association with IFC, its
simplified, easy to understand methodology
and focus areas (materials, utilities, water and
energy) as well as IFC’s (EDGE Team) readiness
and availability to take us through the process.
Cornerstone Towers achieved Preliminary EDGE
certification in April 2019. The EDGE software
indicates that the resource-efficient design will
result in reductions of 31% in energy, 53% in
water and 23% in materials’ embodied energy,
compared to local benchmarks.

What benefits have you seen / do
you expect to see from the climate
conscious approach?
1. Ability to understand and address market
needs from an early stage;
2. Upfront understanding of the total cost of
development and operating expense, since
they are incorporated in the concept, cost
estimates and investment analysis stages;
3. Proper selection of materials and equipment
as well as orientation of buildings to meet or
exceed the required savings targets;
4. Preconstruction temporary certificate that
helps with marketing the development during
construction.
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What were the challenges faced with
the approach e.g. increased costs,
resistance from stakeholders etc?
1. We didn’t see the introduction of the EDGE
requirements as additional costs as such,
since they were built into the development
cost from the beginning. There were,
however, situations where we had to spend
more because of procurement difficulties.
2. The documentation process was a bit of a
problem and tedious for the design team
given that the EDGE process required you
to document and show evidence of the
standards and specifications of projects used.
Most materials used in Nigeria are imported
and in some cases with doubts about source,
labels and specifications. A lot of time had to
be spent ensuring that project documents,
product specifications and manufacturers’
information were collated and vetted.
3. As it was the first time that members of the
design/technical teams were going through
EDGE certification (or any green certification),
many found the process challenging. The
IFC team however provided support through
training and guidance. It was also the first time
for ACA to go through the EDGE certification
process, so there was a lot of learning.

Have there been any key lessons
learnt?
1. Start incorporating climate consideration at
the project conception and brief stage;
2. Appoint a team with some knowledge about
EDGE or any green certification, or make
acquiring the knowledge a condition for
appointment;
3. Key focus areas of focus of EDGE are quite easy
to understand and relate to as they directly
impact development cost and Opex. It can
also be easily marketed and communicated
to potential tenants.

What tools or resources did you find
useful or helpful?
1. Our team found the online EDGE tool easy to
understand and use. Its real time resources
can help design teams make cost-effective
decisions on form/grid, orientation and
materials specifications during the design
development and cost modelling stages.
2. The database in the EDGE model provides
massive resources that can help developers
and design teams understand unit costs of
various services and materials in their region.
3. It also provides resources and tools for
benchmarking and monitoring facilities
management and performance during
occupation and operation of the building.
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St Christopher’s School, Old Mutual Alternative Investment
Investment Region: South Africa
Fund Manager: Old Mutual Alternative Investments
Investment Status: Current
Investment Year: 2015

What was the motivation for the
investment?

How did you incorporate a climate
strategy into the investment?

The motivation behind the investment was to
build a quality affordable school in the Eastern
Cape Province, which is one of the poorest
provinces in the country and has low educational
performance. The school site acquired was
a well-placed location for an affordable
independent school. The opportunity to partner
with the school operator, who has managed
a successful high performing school in King
Williams Town for many years, provided another
reason, and the success of this investment could
also lead to the building of more schools in the
Eastern Cape. Furthermore, the investment is
expected to achieve attractive returns that are
above the School Fund’s hurdle rate.

During the due diligence process of an
investment,
environmental,
social
and
governance (ESG) issues are incorporated and
analysed. The purpose is to identify any risks to
be mitigated or opportunities to enhance the
ESG impact and performance of the investment.
When building a school, green building initiatives
are explored to see whether it would be viable
to incorporate. When it became apparent that a
grid connection would be costly, with uncertain
availability of power, it was decided to rather
install the solar power system.

The logic for investment in the solar solution
for St Christophers school was initiated because
electricity was a particularly challenging issue, as
there was no existing grid connection available.
The time and the cost of the connection
was a challenge. The management team
investigated the installation of a transformer at
nearly ZAR1mn (~US$50k), and along with the
inconsistent power supply from Eskom and the
reality of continuously increasing cost of power,
they decided the best option was to go off-grid.
The system installed allows the school to be
100% off-grid with no dependency on Eskom
power at all.

In assessing the water situation while planning
the school, the decision was taken to install 19
water tanks that can hold 55 000 litres of water,
allowing the school to be some 50% off the
municipal water grid.

What benefits have you seen / do
you expect to see from the climate
conscious approach?
Considering future power cost uncertainty,
load shedding and the cost of putting up the
substation required for grid power, the solar
solution was the preferable option, enabling
the production of sufficient energy to power
the school at low cost. Cost saving was also
achieved with the off-grid water solution.
Although these have not been calculated yet,
the solar option is also expected to lead to lower
carbon emissions.
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What were the challenges faced with
the approach e.g. increased costs,
resistance from stakeholders etc?
1. With a 3-phase system, it was thought that the
school could use industrial ovens and fryers.
This caused a number of system overloads,
and the issue was resolved by swapping some
electric kitchen appliances for gas ones;
2. Getting the balance right was important. It
was necessary to find the right time delay
for the generator to “kick in”, so that it was
neither too early, resulting in too much fuel
usage, nor too late - causing an overload and
shutting down the system;

What tools or resources did you find
useful or helpful?
1) An online monitoring system was installed at
the King Williams Town school, so that hourly
usage patterns could be established. These
patterns were very useful when designing the
solar system for the Kidd’s Beach School;
2) The professional team used to install the
system provided a lot of insight and advised
the setup of a modular installation.

3. Everyone involved was on board with the
plan and there was no resistance from
stakeholders;
4. Education and awareness around electricity
usage among staff, teachers and learners
on the use of the solar system was also
important;
5. There is so much wasted power when it is
not monitored and improved upon with more
efficient devices. Monitoring usage made it
possible to identify where power usage was
inefficient and could be improved upon,
especially lighting in classrooms and around
campus, by installing LED lights from the
onset of construction.
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RESPONDENT PROFILE

Type of organisation
2% 2% 2%
4%

General Partner

60%

Development Finance Institution
Fund-of-funds

9%

Pension fund
Foundation
9%

Family office
Sovereign wealth fund /
other government-sponsored organisation
11%

Other

Head office location

Total assets under management (all asset types)

56%

7%

2%

44%

<US$500mn

4%

16%

US$500mnUS$999mn

Africa
Asia-Pacific

7%

US$1bnUS$4.9bn

Europe

US$5bnUS$9.9bn

North America

US$10bnUS$19.9bn
US$20bnUS$49.9bn

18%

27%

≥US$50bn+

2%
18%

Geography of PE investments
95%
49%

29%
19%

17%

12%
5%

Africa

Emerging Asia
(China, India,
Southeast Asia)

Latin America

Developed markets

Emerging Europe
(CEE, CIS)

Middle East
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ABOUT AVCA
Championing Private Investment in Africa
The African Private Equity and Venture Capital Association is the pan-African
industry body which promotes and enables private investment in Africa. AVCA
plays an important role as a champion and effective change agent for the industry,
educating, equipping and connecting members and stakeholders with independent
industry research, best practice training programmes and exceptional networking
opportunities. With a global and growing member base, AVCA members span
private equity and venture capital firms, institutional investors, foundations and
endowments, pension funds, international development finance institutions,
professional service firms, academia, and other associations. This diverse
membership is united by a common purpose: to be part of the Africa growth story.
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