THE ACT FUND

CLIMATE FOCUS: SUSTAINABLE INFRASTRUCTURE,
SUSTAINABLE CITIES, ENERGY ACCESS

GEOGRAPHIC FOCUS: WEST AFRICA

INSTRUMENT TYPE: FUND/FINANCE FACILITY
INVESTMENT TYPE: GRANTS, CONCESSIONAL,
COMMERCIAL

PROPONENT: ARM-HARITH INFRASTRUCTURE FUND
MANAGERS

Africa is urbanizing rapidly. Africa’s cities will be home to
an additional 950 million people in the next 30 years, yet
there is an annual infrastructure funding gap estimated
to be between USD 68-108 billion. Decisions made today
on how the infrastructure to serve this growth is built will
shape the continent’s carbon footprint for decades to
come.

Although many emerging economies have supportive
regulatory frameworks to encourage private participation
in sustainable infrastructure investment, commercial
funding is limited, costly, and time-consuming for project
developers to obtain.

Existing infrastructure fund managers can serve as
important agents of change by developing innovative
solutions that help developers obtain institutional-scale
financing for early-stage infrastructure projects.

The ACT Fund's unique blended-currency
mechanism addresses high transaction
costs and lead times, barriers that have
constrained the project pipeline in West
Africa, while also shortening and simplifying
the project exit process to allow efficient
redeployment of capital in further projects.

INNOVATION

Equity and debt funding for all phases is addressed at
project conception, eliminating the typical financing risks
and transaction costs that occur at pre-construction
financial close. Through local currency debt refinancing,
the hard currency equity is released and recycled back
into the fund. This improves a single project’s liquidity
versus traditional funds, and increases the number of
projects that can be initiated with the fund. A project is
then therefore capitally structured with local currency
which significantly reduces currency risk for both the
project and the fund’s investors.

IMPACT

The goal for the ACT Fund is to help bring large-scale,
commercial sustainable infrastructure investment into
the mainstream, unlocking the local institutional capital
that is urgently needed to build a greener, more resilient
West Africa. Due to its efficient structure, projects will
reach their operational stage more quickly, enabling
the fund to mobilize more than four times its initial
investment, supporting dozens of energy, mobility,
waste, and water projects across West Africa that

will reduce the region's carbon footprint and generate
thousands of good jobs.

Once successfully proved in West Africa, the ACT

Fund can serve as a blueprint for launching green
infrastructure funds that mobilize local capital to support
climate-resilient urban development in other emerging
economies.

DESIGN

The mechanism operates in two stages. In Stage 1, the
fund manager draws down from both the equity funds (D
and E) and the local currency subordinated debt fund (C)
in tandem to cover the majority of the full development
and construction costs of a project and get it to
operational phase as efficiently as possible. Stage 2 uses
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local senior debt to release the majority of the equity next wave of projects, allowing the ACT Fund to invest

invested in a project once it becomes operational, in and exit more projects than in a traditional fund with
effectively resulting in a locally-financed project in full a longer equity commitment period.
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The Global Innovation Lab for Climate Finance identifies, develops, and launches innovative finance instruments that can drive billions in private
investment to action on climate change and sustainable development. The Lab is funded by the Australian Department of Foreign Affairs and
Trade, Bloomberg Philanthropies, the German Federal Ministry for the Environment, Nature Conservation, and Nuclear Safety (BMU), GIZ,

the International Fund for Agricultural Development (IFAD), the Netherlands Ministry for Foreign Affairs, The Rockefeller Foundation, Shakti
Sustainable Energy Foundation, and the UK Department for Business, Energy & Industrial Strategy. Climate Policy Initiative serves as Secretariat.
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