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Storage is 'key to the
net-zero journey
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With many national grids ill prepared for the intermittency of renewables,
sustainability depends on storage and network augmentation,
says Sosteneo’s Umberto Tamburrino

Infrastructure investors cannot ignore
the net-zero imperative but backing
new energy generation assets is not
enough. Many grids are unable to cope
with the volatility inherent to renew-
able sources of energy, so to deliver
genuine impact investors must consid-
er how new generation, energy storage
and network infrastructure work to-
gether to create a greener world.

Both global and local factors should
be considered when looking to sup-
port sustainable infrastructure, which
emphasises the importance of finding
the right asset manager, says Umber-
to Tamburrino, managing partner,
CEO and CIO for Europe at Sosteneo
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Infrastructure Partners, an asset man-
agement company which is part of
Generali Investments and specialises in
greenfield infrastructure investments
related to the energy transition.
Tamburrino, who has almost three
decades of experience in the renewable
energy sector, considers the impor-
tance of energy storage to sustainable
infrastructure and the lessons he has
learned, including the importance of
battery storage and why investing in
Australia is like a trip into the future.
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How can you deliver

genuine impact through
infrastructure investments?
There are two important points. The
first is that the definition of infrastruc-
ture investment appears to have shift-
ed as structural trends shape the asset
class. However, to deliver on the ex-
pectations of infrastructure — such as
resilience through the cycle — consist-
ent income is needed rather than just
the private equity model of generating
returns through a sale.

Recently, more infrastructure
funds have slightly shifted their focus,
investing less in projects and more in
platforms, where they expect to make
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substantial capital gain. In doing so,
they forget that a fundamental objec-
tive for infrastructure investors is to
provide yield for LPs.

Our focus hasn’t changed; we invest
in infrastructure projects, which means
new assets that accelerate the transition
to a decarbonised future. This differen-
tiates us from the funds that invest in
companies.

The second critical attribute is the
importance of investing in greenfield
assets. These are crucial for genuine
Article 8 and Article 9 investors be-
cause they provide additionality to the
system. Existing assets — the typical
brownfield investment — unfortunately
do not add much from a sustainability
point of view. Additionality needs to
be a focus for a truly sustainable infra-
structure fund.

It is also vital to recognise that im-
pact extends beyond environmental
sustainability. Social factors are im-
portant too. The “S” in ESG is often
neglected. Investors need to work with
local stakeholders to avoid this. For ex-
ample, renewables should not destroy
jobs, simply change them.

Why is storage so

important for the
transition to net zero?
Storage is hugely important because
in many countries the grid is in a weak
condition and unable to cope with the
intermittent energy generation that
you see with renewables. That means
you need ‘enablers’, which come in two
forms: storage and grid upgrades. The
need for the latter is obvious — the bet-
ter the grid, the more interconnections
and capacity you have, which is ideal for
more distributed energy generation.

On the other side, storage trans-

forms an intermittent asset into a dis-
patchable one. The combination of
new generation and storage allows you
to prepare for the moment when en-
ergy is consumed by the final user. It
transforms a non-predictable asset into
a predictable one.

Also, the fact that the grid is weak in

“It is only through
active managenent
that you can monitor
the performance of
your asset, resolve
issues, anticipate
challenges and
deliver your promised

returns”
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many countries, means that stabilising
the frequency and controlling the volt-
age is a difficult job. The more renewa-
ble capacity you inject into the market,
the less stable the frequency of the grid
system. This can lead to blackouts or
overcapacity.

Therefore, the ideal technology to
stabilise a power grid is storage. This
can provide an immediate response to
frequency oscillations, allowing grid
operators to immediately stabilise volt-
ages. As such, storage, and to a lesser
extent network augmentation, is key to
the net-zero journey.

How do regional
sustainability drivers
influence your allocation of
capital?
Clearly, sustainability is a global trend.
Building more renewables is first struc-
tural, but also global.
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To what extent are
regulations pushing

investment towards green
infrastructure assets?
Regulations are moving according
to the trajectory of national
governments. They provide
the framework for regulators
mandating sustainability. We are
witnessing substantial progress
here. For example, the European
Commission and its Renewable
Energy Directive. This has yet to be
adopted by all member states but is
indicative of the direction of travel.

Having a central regulator like
the European Commission pushing
net zero is good, of course, but we
are seeing movements at the local
level, too. In order to get to net
zero by 2050, the amount of new
renewables that needs to be built
is huge, including new generation,
new networks and new storage.
But before you can build all the
necessary infrastructure here, you
need a push at the regulatory level.

Every country in the world needs
more renewables and, fundamentally,
building a wind farm in the UK is no
different from doing so in Australia or
South America. However, there are re-
gional drivers for investors to be aware
of, as well as windows of opportunity
driven by purely regional factors. For in-
stance, we have seen this recently in Eu-
rope where high energy prices are caus-
ing a great deal of damage to corporates.

In Australia, local drivers are very
different; the coal power plant fleet is
very old and needs to be restructured
completely but nobody is willing to
take this on from the banking world.
"This means state subsidies are required
to keep plants open.

Even so, there is a rapid shift away
from coal and a need to replace missing
capacity. Local regulators estimate that
by 2032 or 2033 the amount of energy
produced from coal will plummet from

“Choosing products or
services that depend on
clean energy is a net

good for everybody”

85 percent to around 10 percent.

Working in places like Australia,
with its relatively poor grid system, is
a bit like a trip into the future. In Aus-
tralia, they are anticipating what other
countries will experience when more
intermittent power arrives, which is
that the network here has not been de-
signed to cope.

In the past, in Australia, you had
very large power plants near load cen-
tres. Today, the paradigm has shifted
towards scattered, intermittent gener-
ation. The lesson other markets should
learn here is that increasing energy
generation is not enough; this needs to
be built alongside the right infrastruc-
ture and storage. In this sense, the Aus-
tralian model has a lot to tell the world.

How important is
asset management for
sustainable infrastructure?
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Asset management is a key part of
what we do for our investors. It is only
through active management that you
can monitor the performance of your
asset, resolve issues, anticipate challeng-
es and deliver your promised returns.

From an ESG standpoint, asset man-
agement can allow you to detect envi-
ronmental issues. And from a sustaina-
bility standpoint, more generally, you
can pre-empt local problems, such as
those related to long-term job creation.

An active approach to asset manage-
ment also allows you to remain fully
versed in the latest trends. We have
seen this in terms of ESG shaping rev-
enue contracting and PPAs.

The beauty of our business at Sos-
teneo is the fact that we don’t have
to take into account the price of fuel.
Since solar and wind resource is free
and uncorrelated with markets, we
can offer long-term fixed contracts for
the clean energy our assets produce.

Entering a contract with us re-
moves the volatility of energy pric-
es, but the story doesn’t end there. It
comes with the added benefit of being
clean energy. This is why we are see-
ing a surge in demand from corporate
offtakers; our energy solution directly
addresses sustainability objectives.

What do you see on the

horizon for investment in
sustainable infrastructure?
From a technology perspective, I am
increasingly aware of a renewed desire
to create greenfield assets. Both storage
and grid improvements must act in par-
allel here.

I am also seeing greater awareness
among corporates, consumers and our
clients regarding the choices they are
making and the impact they can have
on the net-zero movement. Choosing
products or services that depend on
clean energy is a net good for every-
body. It is a signifier of where the world
should be going, and it is a message
that should be taken on board at a po-
litical level and will only help accelerate
the energy transition.
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Marketing communication for professional investors in Italy, France, Austria,
Germany and Spain.

Please refer to the Issuing Document of the RAIF before making any investment
decision. Important information Marketing communication related to “Sosteneo
Energy Transition Fund SCA SICAV-RAIF", a Luxembourg partnership limited by
shares (société en commandite par actions) organised as a reserved alternative
investment fund (fonds d'investissement alternatif réservé), and its Sub-Fund
“Sosteneo Energy Transition Sub-Fund 1" (“the Fund”). Only intended for
professional investors in Italy, France, Austria, Germany and Spain where the Fund
is registered for distribution. Not for U.S. Persons. Before making any investment
decision please read the Issuing Document, in particular the risks section and costs.
For additional details on the Investment Objective, Risks related to the investment
strategy of the compartment, Costs please read the Issuing Document. The Fund
promotes, among other characteristics, environmental or social characteristics as
per Article 8 as per Regulation (EU) 2019/2088 on sustainability related disclosures
in the financial services sector (“SFDR"). The Fund is not an Article 9 as per SFDR (it
does not have sustainable investment as its objective). Before making an investment
decision, please consider all the ESG characteristics, approach, binding elements
of the selection process and methodological limits contained in the SFDR annex |
of the Issuing Document, as well as the Summary of the website Product disclosure,
available in English free of charge at the AIFM. This document is co-issued by
Generali Investments Partners S.p.A Societa di gestione del risparmio, an Italian
asset management company, Generali Investments Luxembourg S.A. Luxembourg
AIFM of the Fund and Sosteneo SGR S.p.A., an ltalian AIFM, regulated by the

Bank of Italy. Before making any investment decision, please read the Issuing
Document available in English (not in French), as well as the annual and semi-
annual reports upon request free of charge to Generali Investments Luxembourg
SA, 4 Rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg, e-mail
address: GlLfundInfo@generali-invest. com. The AIFM may decide to terminate the
agreements made for the marketing of the Fund. For a summary of your investor
rights in respect of an individual complaint or collective action for a dispute relating
to a financial product at the European level and at the level of your EU country of
residence, please consult the information document contained in the “"About Us”
section at the following link: www.generali-investments.com and www.generali-
investments.lu. The summary is available in English or in a language authorized in
your country of residence - This document may not be reproduced (in whole or in
part), circulated, modified or used without prior written permission.



