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Now is not the time to be cutting capital expenditure. Four infrastructure
stalwarts discuss adding value in the midst of a global pandemic.
By Amy Carroll and fordan Stutts

hen covid first
began its re-
lentless march

across the
globe in early
2020,  infra-

structure managers inevitably shifted
their focus from value creation to val-
ue preservation. “First off, it was about
making sure the employees were safe.
We then implemented business con-
tinuity plans, ensuring that our assets
could continue providing essential
services to the communities in which
they operate,” recalls Jamie Storrow,
co-head of infrastructure at Northleaf
Capital Partners, at our debut value
creation roundtable discussion.

In the sectors that were most ma-
terially affected, such as toll roads,

March 2021

Northleaf then set about working on
cost-reduction programmes, delaying
non-essential capex and drawing on
banking lines, where required, to en-
sure liquidity.

“Having sufficient liquidity in place
is important,” Storrow says. “You need
to make sure you are ready to deal with
the unexpected amidst a global pan-
demic, but also that you are ready to
take advantage of attractive investment
opportunities. Never let a good crisis
go to waste.”

Indeed, managers
quickly pivoted from defensive strat-
egies to offensive. “In the first half
of 2020, we were focused on taking
care of people and of course we were
more focused on de-risking than de-
veloping,” says Olivier Laroche, asset

infrastructure

management director at InfraVia Cap-
ital Partners. “We carried out intense
reviews of business plans with manage-
ment teams and made sure the liquidity
was there. And in three cases we ne-
gotiated on covenants with banks. But
we have also been able to move quickly
back into value creation mode. For ex-
ample, we have continued to build up
our nursing home platform through
acquisitions.”

Mounir Corm, deputy chief execu-
tive at Vauban Infrastructure Partners,
meanwhile, is adamant that a crisis is
no time to scale back on value creation
ambitions. “In the short term, the ob-
jective was crisis management — mak-
ing sure essential assets were providing
essential services, despite lockdown
measures. In the mid-term, the focus is
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on minimising opex, certainly. But we
are absolutely still investing in capex.”
Corm believes it is essential to
maintain capex plans as long-term
holders of assets. Indeed, the global
pandemic has done nothing to shake
the firm’s long-term focus. “We have
carried out a systematic review of our
entire portfolio, in partnership with
academics, to find out what the long-
term legacy of covid could mean for
those businesses,” he says. “The two
major mega-trends that have emerged
are the digitalisation of infrastructure
and the energy transition. As we move
into 2021, we are concentrating on de-
veloping ‘beyond-covid’ plans and are
now deploying specific measures to en-
hance portfolio companies. Now is not
the time to be playing defence.”
Limited partners, meanwhile, have

“It 15 incredible just how much
option value you gain through

ongoing ownership. Iime

been supportive of the need to contin-
ue deploying throughout the crisis.

“The relationship between share-
holder and management in infrastruc-
ture is very different to the corporate
world,” notes Graham Matthews, chief
executive of Whitehelm Capital, point-
ing to a Nordic corporate carve-out the
firm completed a few years ago. “When
we shared our 100-day plan with man-
agement — explaining our capex devel-
opment strategy — they were initially
bemused. They were so used to feeling
the pressure to cut budgets and gener-
ate short-term profit. It was a relief to
be working with investors focused on
long-term value creation.”

“It is all about good communica-
tion,” adds Corm. “Show your LPs how
resilient the asset class has been. Show
them the strength of your portfolio.

creates opportunity”

JAMIE STORROW
Northleaf Capital Partners
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Yes, there has been some impact on
mobility, but utility assets, digital in-
frastructure and social infrastructure
in PPPs are all performing well. That
makes it far easier to talk about invest-
ing for the future. And anyway, LPs
get it. Most of the institutions in our
funds are pension managers and insur-
ance companies. They have long-dated
liabilities. We are not in private equity
where GPs are short-term sighted and
wanting their money back right away.”

InfraVia even set up dedicated cov-
id reporting for investors, initially on
a weekly basis — detailing measures on
people safety, operations impact and
valuation impact.

“Once they understood that people
were safe, that liquidity was in place
and that there was no issue drawing on

short-term facilities, the conversations
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“T'here are always new ways of

looking at an asset. If anything,

technology bas accelerated

that trend, creating new ways

to add value”

GRAHAM MATTHEWS
Whitehelm Capital

quickly went back to how we were plan-
ning to create long-term value,” recalls
Laroche.

Time is money
And, of course, there are numerous
long-term value creation levers on
offer, depending on the nature of the
asset. “We complete a lot of tuck-in
acquisitions, which help grow and di-
versify our investments,” says Storrow.
“We also spend a lot of time looking
at contract extensions, asset refurbish-
ments, as well as upgrading technology
and sometimes improving manage-
ment. It very much depends on the sec-
tor but there is always a lot to do.”
Market conditions can also dictate
which value-creation strategies are
most pressing. Vauban, for example,
has prioritised refinancings in 2021.

“Liquidity is very high in some sec-
tors, despite covid, and we are seeing
an incredible level of pricing in some
sub-sectors and geographies such as
Nordic utilities,” says Corm. “We will
refinance every asset we are able to
as a way of creating value.” Vauban is
also looking to extend debt maturities
to de-risk and create long-term value.
Management of data is another key
theme for the firm, which is bringing its
management teams together to discuss
both the opportunities and the risks,
in terms of data management and data
privacy. Finally, Vauban is laser focused
on carbon reduction for all assets.

For Matthews, meanwhile, the most
exciting area of focus is the intersection
between sustainability and technolo-
gy. Whitehelm, for example, recently
completed a detailed climate-change

assessment on all assets, right down to
site level. “One of our Nordic assets
operates across 208 different sites. The
level of detail we were able to assess just
couldn’t have happened five years ago.
It has been made possible by develop-
ments in technology,” he says.

Indeed, tech advancement is a crit-
ical source of value creation, which is
why InfraVia decided to add a growth
equity and technology business line to
its infrastructure platform last year.

“We see a convergence between in-
frastructure and the B2B technology
business line and we believe having a
foot in both camps will generate mas-
sive value-creation opportunities in the
future,” argues Laroche. The growth
fund, which has raised €400 million
to date, will be invested by a separate
team because the investment ecosystem
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is different. “But we see a lot of poten-
tial for cross fertilisation — helping our
infrastructure assets operate more effi-
ciently, improving internal corporate
processes and providing a better user
experience,” Laroche adds. “There is a
whole new world in front of us and we
want to be part of it.”

Tech developments can be em-
ployed to transform the growth path of
new investments, or to give a new lease
of life to a legacy asset. “There are al-
ways new ways of looking at an asset
— taking advantage of what we have
learnt in other companies and sectors,”
argues Matthews. “If anything, tech-
nology has accelerated that trend, cre-
ating new ways to add value.”

Corm agrees that infrastructure
managers must always be proactive,
even with legacy core assets. In particu-
lar, it is important to view every portfo-
lio business through a digital and ener-
gy transition lens. He points to the use
of data analytics to manage traffic flow
on highways and adding EV charging
infrastructure to car parks.

“It is incredible just how much op-
tion value you gain through ongoing
ownership. Time creates opportunity,”
says Storrow, offering the example of a
wind farm owned by Northleaf that is
reviewing battery storage opportunities
at the same location. “Who would have
thought that would have been a possi-
bility when we first invested in the as-
set a decade ago? We also didn’t think
turbine prices would drop to the point
where we would be able to add more
capacity.”

In addition, Northleaf has been
advancing biodiesel storage at a tank
farm. “You always have value creation
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“We have been able to

move quickly back into

value creation mode.

For example, we have

continued to build out our

nursing home platform

through acquisitions”

OLIVIER LAROCHE
InfraVia Capital Partners

plans in place when you make an ac-
quisition. But as sectors evolve you can
update those plans,” Storrow adds. “It
might be technology related. It might
be cost related. Or it might be relat-
ed to regulatory programmes. Carbon
capture units, for example, have be-
come economic, largely due to policy.”

The ESG effect

Of course, the other key value creation
lever involves environmental, social
and governance measures. “Infrastruc-
ture is a sector where there is no longer

any debate as to whether ESG adds
value,” asserts Matthews. “Part of that
is about risk mitigation — environmen-
tal resilience. But there are also plenty
of areas where ESG practices can help
drive better returns.”

Matthews cites a Whitehelm tank
storage asset that included an unde-
veloped land bank in the Netherlands.
“The original business plan was to
build more tanks,” he says. “But after
a thorough assessment, we decided to
build one of the country’s largest so-
lar farms instead. That wasn’t what we
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we are able to as a way of

initially intended but it proved the best
way to maximise value whilst also im-
proving the asset’s ESG credentials.”

Matthews also points to the value
creation inherent in promoting work-
place diversity. “That is all about im-
proving decision making and gener-
ating better returns for investors over
time.”

Corm agrees that there is substan-
tial value to be found in ESG activity,
including the opportunity to get bet-
ter margins on financing when that
financing is linked to ESG KPIs. He
also believes that linking compensation
packages to ESG performance can be a
powerful motivator at both a manager
and portfolio company level.

“Last but not least, there is a huge

creating value”

MOUNIR CORM
Vauban Infrastructure Partners
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amount of value to be created invest-
ing in the energy transition,” he says.
“That ranges from the physical resil-
ience of assets — the returning value of
concession-based assets, for example,
will increase if you can prove resilience
to two-degree scenarios. Investment
in the energy transition can also make
assets more efficient. If you don’t im-
plement these measures you are adding
risk because the acceptability of the as-
sets will decline, while conversely there
is significant value to be created by
being proactive. We are targeting car-
bon reduction measures across all our
assets, deploying significant capex, for
example with our car parking business
Indigo, with a view to making them
carbon-neutral by 2025.”

“We will refinance every asset
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