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In South Africa, the picture is somewhat different. First, we
are behind the vaccination curve, and it seems likely we will
see a third COVID-19 wave. Furthermore, long-term
interest rates in South Africa are already very high, a result
of our slow growth and fiscal degradation over the past 12
years. Despite this, it is likely that the country will benefit
from the global pick-up – particularly in commodity exports
– and a period of economic growth despite the apparent
weaknesses in our economy and fiscus. This growth is likely
to start strong and taper off in late 2022 and 2023.

Image source: Thebe

Looking forward from the debacle of 2020, it seems the
global force of COVID-19 will diminish as each country in
succession rolls out (and through) its vaccination
programme. Following the short, sharp recession – and
prompted by pent-up demand, low cost of capital, and the
enormous stimulus in the developed world – global
economic growth is looking increasingly healthy. The key
risk lurking behind this is rising inflation which would drive
interest rates upwards (and slow the growth trajectory).

Against this backdrop, we are excited about the following
aspects:
Infrastructure focus in South Africa

Corporate activity
While the past year has thrown up plenty of challenges, it
has also presented a number of opportunities to our
investee companies, and we are seeing increased levels of
corporate activity. By identifying and backing the right
jockeys, we believe we are going to see some significant
changes to the current landscape.

After years of lagging, the need for infrastructure
expenditure is all the more heightened: it is good for
productive capacity, good for employment, spurs economic
growth, and is necessary. Given the state of the fiscus,
government needs the private sector to play a role in
funding (and managing) infrastructure projects. This is
where we and our investors come in, with our funds’ focus
on infrastructure and developmental investing. Thus, we
are very attuned to the opportunities which should emerge
from the government’s nascent infrastructure drive.

Thus, as the clouds of COVID-19 begin to part we look
forward to renewed opportunities to make impactful,
sustainable investments into South Africa.

Entrepreneurial ventures

Andrew C Canter

In the past, South Africa has been known for its
entrepreneurial spirit, and we are seeing this increasing in
our engagements with our prospective deal pipeline. We
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see real innovation in the Fintech and disruptive
technologies space, which quite plausibly will bring on the
advent of a new growth sector (possibly at the
cannibalisation of the old sectors) which we have flagged
to monitor. We are seeing deals of world-class quality in
our pipeline.

Regards

Chief Investment Officer (CIO)
Chairman of the Futuregrowth Investment Committee
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National Treasury released its draft amendments to
Regulation 28 of the Pension Funds Act on 26 February
2021. The purpose of the proposed amendments is to
make it easier for pension funds to invest in
infrastructure.

Futuregrowth supports the initiative; however, there are
some areas of concern:
1. One contentious issue is the definition of
“infrastructure”. As per the proposed legislation, this is
linked to the Infrastructure Act and is very restrictive as
it excludes all non-government-led infrastructure
initiatives. To a degree, this is tantamount to
prescription. We believe that the definition should rather
be all-inclusive, including both private and public
infrastructure.
2. We also believe it is not necessary to place onerous
restrictions around sub-limits or to place a cap on the
overall percentage that a pension fund can invest in
infrastructure.
Some pension funds already make meaningful investments
in infrastructure and related investments and are willing to
invest further; however, some have not invested at all due
to a lack of understanding and/or fear.
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We would like to congratulate National Treasury for taking
on this project. This is an important initiative in terms of
highlighting the real role that the pension fund industry can
play in assisting economic growth through infrastructure
investment.
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We need to find a means to stimulate the economy and
improve the government’s fiscal position before it is too late.
An all-encompassing infrastructure definition - and creating
some relaxation in the over-arching limits to unlisted assets
- could facilitate (crucial) increased infrastructure
investment.

Jason Lightfoot
Portfolio Manager: Futuregrowth Infrastructure &
Development Bond Fund

We are well aware of the prospective infrastructure funding
shortfall over the next two decades and believe that pension
funds can play a key role in addressing this challenge. This
needs to be done within the constraints of simplified and
straight-forward legislation that does not place onerous
obligations on pension funds.
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Developmental product suite
Futuregrowth has a 25-year-plus track record of investing
in developmental assets. Our funds provide finance to
institutions that may not typically receive support from the
traditional banking or lending process. In addition to
providing finance (credit), we also invest in equity and
retail property with a developmental nature.
Our developmental funds are part of our broader
responsible investment strategy and reflect the intention
of our clients to do good by investing consciously to make
a positive impact on society and the broader environment,
and thereby to safeguard our collective future.

Our suite of developmental funds consists of:
-

Fixed Income (Infrastructure & Development Bond
Fund, Power Debt Fund, Inflation-Linked Debt
Fund);
Unlisted equity (Development Equity Fund, Agri
Funds);
Unlisted retail property (Community Property
Fund); and
Fund of funds incorporating our suite of
development funds as building blocks
(Developmental Balanced Fund).
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Futuregrowth is dedicated to the development and
empowerment of South Africa and its people. We are
constantly looking for opportunities that will yield optimal
financial returns for investors while making a meaningful
difference. As such, we have become a reliable channel for
investor savings and promoting national development.
We define developmental investing as financing that a)
provides investors with commercial returns and b)
produces a social and developmental impact. In South
Africa the primary focus is on the provision of basic
services and improvement of infrastructure development.

Global contribution
We are also aligned with the UN’s Sustainable
Development Goals (SDGs), thus contributing to this global
"blueprint to achieve a better and more sustainable future
for all". The SDGs are covered in detail later in this report,
where we link the activities of three of our recent deals to
these global targets. We also provide some insights into
the sectors in which these deals took place:
1. Affordable housing (Divercity)
2. Tourism (Kruger Shalati: Train on the Bridge)
3. Renewable energy (Kruisvallei Hydropower project).

In order to achieve sustainable, long-term, benchmarkbeating performance, we apply a responsible investment
filter when screening and analysing new deals for our
developmental funds. This is supported by a robust credit
process that considers both financial risks and
environmental, social and governance (ESG) risks.
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R48.2 billion

25 years+
track record

invested across a
range of infrastructure
and development
investments

with investments that
support national
development
and facilitates
social impact that
changes lives

Deliver commercial

Aligned with the

risk-adjusted
returns and
facilitate tangible

social &
developmental
impact

Sustainable
Development
Goals
across a range of
sectors

Largest
range of
impact funds
across a variety
of asset classes

Active across
all 9 provinces
and supports
infrastructure
development across
the country

Image source: Thebe
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6.87%
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Since
Inception *
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5 Years *
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10.16%

9.57%

11.33%
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10.03%

8.22%

10.12%

8.66%

6.26%

10%

5.49%

9.78%

16.96%

18.91%

15%

16%

11.89%

20%
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3%

3%

0%

0%
1 Year
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5 Years *

Futuregrowth Development Equity Fund
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10 Years *

Since Inception *

1 Year

3 Years *

Futuregrowth Power Debt Fund
*Performance as at 31 March 2021/Annualised/Source: Futuregrowth

Since Inception *

Short Term Fixed Interest Composite Index (STeFI)
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Futuregrowth actively measures and manages for
impact. Our impact measurement and management
approach draws on industry accepted standards and
aligns with the UN Sustainable Development Goals
framework, Principles for Responsible Investment (PRI),
Global Impact Investing Network (GIIN)’s Impact
Reporting, and Investment Standards (IRIS+). Our
approach continues to evolve and draw on industry best
practice.
Social impact metrics
We have a set of core metrics across all deals in our
portfolios.

Jobs created

BBBEE
level

Beside the core metrics, we use key performance indicators
(KPIs) to standardise our impact measurement across the
underlying investee companies to enable us to report on
the impact achieved.
Impact of our investments
We believe it is important to have an explicit objective that
is defined and agreed with the investee company upfront –
and expressed as a set of deal-specific impact metrics.
These KPIs measure the “success” of each investment, and
these are collated and reported to our clients as evidence of
the impact of their investment.
Key Performance Indicators (KPIs)
1. Input: amount invested to finance activities.
2. Output: The immediate results of activities.
3. Outcome: The short- to mid-term social impact as
a result of activities.
4. Impact: The long-term changes in the lives of the
beneficiaries as a result of the outcomes above.

Input

Activities

Impact

Output

Outcome

See pages 16, 20 and 24 for the impact indicators applied
to the investments featured in this report.

Core
metrics
SMMEs
supported

Transformation

Gender equality
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17.57%

6.72%

4.51%

3.52%

1.13%

1.17%

Exposure across
infrastructure
sectors

7.49%

and 0.53%
in Health,
Tourism and
Education.
Energy including
renewable energy

Transport

Development
finance

Water &
sanitation

Communications

2.14%

1.44%

2.78%

0.94%

0.18%

Exposure across
other developmental
sectors

and 0.01%
in BEE and
Environment
Preservation.

Low income &
affordable housing

Invested in all 9
provinces
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SMME finance

Other infrastructure

Agricultural development
& land ownership

Consumer & business
access to finance

Delivering social impact
that changes lives
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Social impact across our developmental
funds: Job creation

55 990
Total job
numbers

In December 2020, a review of a sample of 22
investee companies in our developmental funds
revealed these job creation numbers. The
SMME sector was the strongest job creation
sector (despite only forming 9% of the assets
collated).
Positively, 79% of these jobs are held by PDIs
and 34% by youth - indicating the strong
developmental impact of our fund’s
investments.

29 430

Permanent
jobs sustained

26 560

Temporary jobs
created

79%

34%

held by PDIs

held by youth

Percentage of
jobs by sector:

SMME 56%
Housing 24%

Communication 10%
Tourism 7%
Energy 1%
Other 2%

67
held by people
living with
disability

Image source: Red Rocket
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The Sustainable Development Goals
(SDGs), or Global Goals, came into
effect in January 2016. They are a
universal call to action to end poverty,
protect the planet and ensure that all
people enjoy peace and prosperity.
Futuregrowth supports the SDGs, as
evidenced through our impact
investments, thereby contributing
towards a sustainable economy.
The 17 SDGs build on the success of the
Millennium Development Goals, with
new areas - such as climate change,
economic inequality, innovation,
sustainable consumption, peace and
justice - included in the priorities. The
participating countries commit to working
towards implementing this Agenda by
2030.
The SDGs work in the spirit of partnership
and pragmatism to make the right choices
now, to improve life in a sustainable way
for future generations. They provide clear
guidelines and targets for all countries to
adopt in line with their own priorities and
the environmental challenges of the world
at large. The goals are interconnected:
often the key to success in one will involve
tackling issues more commonly associated
with another.

Several countries are already taking steps
to translate these ambitions into tangible
outcomes for their people. In South Africa,
a mechanism has been established for
reporting on the 2030 Agenda, together
with the African Union’s Agenda 2063, in
alignment with the National Development
Plan (NDP).
Going towards 2030, critical interventions
include: improved employment
opportunities for the most vulnerable,
discriminated sectors in society;
strengthening multi-stakeholder
partnerships; eliminating gender
inequalities and gender-based violence;
and responding to the impact of the 4th
Industrial Revolution.

“The SDGs are as much about
development and transformation
as they are about the restoration
of the dignity of people around
the world, more so in South
Africa with its history of
deprivation and exclusion of the
majority of its people.”
Jackson Mthembu, the late Minister in the
Presidency
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17
16

PARTNERSHIPS
FOR THE GOALS

NO
POVERTY

PEACE, JUSTICE
AND STRONG
INSTITUTIONS

2
ZERO
HUNGER

3
GOOD
HEALTH

15
LIFE ON LAND

4
QUALITY
EDUCATION

14
LIFE BELOW
WATER

5
GENDER
EQUALITY

13
CLIMATE
ACTION

6
CLEAN WATER
AND
SANITATION

12
7

RESPONSIBLE
CONSUMPTION

11
SUSTAINABLE
CITIES AND
COMMUNITIES

10

REDUCED
INEQUALITIES

9

8

DECENT
WORK
AND
INDUSTRY,
ECONOMIC
INNOVATION
GROWTH
AND

AFFORDABLE
AND CLEAN
ENERGY

INFRASTRUCTURE
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Our IMPACT across SDGs
Ensure inclusive and equitable quality education and
promote lifelong learning opportunities for all by
investing in schools and education programmes to
increase skills and knowledge to attain employment and
create more inclusive and sustainable communities.

Ensure healthy lives and promote wellbeing for all at all ages by investing in
businesses that improve the availability of
healthcare and medical services as well
as special medical units.

Futuregrowth Bi-annual Developmental & Social Impact
Report as at 31 March 2021

Ensure availability and sustainable management of water
and sanitation for all by investing in businesses that ensure
there are sustainable, affordable and scalable water and
sanitation solutions for all while ensuring that the poorest
communities don’t get left behind.

Our clients’ investments contribute
directly to ten SDGs across all sectors.

Ensure access to affordable, reliable, sustainable and
modern energy for all by investing in new, expanding or
existing renewable energy projects resulting in the
reduction of greenhouse gas emissions and the
promotion of technology and efficient business models.

Promote sustained, inclusive and sustainable economic growth,
full and productive employment and decent work for all by
investing in underserved markets that unlock and support job
creation, growth and improved labour standards and practices
for improved livelihoods.
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Our IMPACT across SDGs continued
Build resilient infrastructure, promote inclusive and sustainable
industrialisation and foster innovation by partnering and
supporting government in financing infrastructure projects and
providing access to finance for businesses that create more
inclusive and sustainable communities.

Make cities and human settlements
inclusive, safe, resilient and
sustainable by investing in businesses
that increase the availability of
affordable housing stock near
transport options and provide access
to home ownership for low- and
moderate-income populations.

Our clients’ investments contribute
directly to ten SDGs across all sectors.

Ensure sustainable consumption and
production patterns by investing in projects
that promote climate adaptation in agriculture,
water management, recycling, land use, and
construction to build sustainable, efficient and
resilient economies.

Reduce inequality within
and among countries by
investing in businesses that
promote financial, social
and economic inclusion for
all in order to promote
inclusive growth and reduce
inequalities.

Take urgent
action to
combat
climate change
and its impacts
by investing in
businesses
that reduce
greenhouse
gas emissions,
increase
resource
efficiency,
preserve and
grow natural
capital and
support
climate
mitigation.
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1

2

3

Affordable
housing
Divercity

Tourism
Kruger Shalati:
Train on
the Bridge

Renewable
energy
Kruisvallei
Hydropower
project
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The affordable housing sector:
IMPACT across two funds

Exposure of
14.96%* to
low income &
affordable
housing

Our goal

Provide
funding to
facilitate safe,
affordable and
sustainable
housing in the
low-income
and affordable
market for
individuals
and families in
South Africa.

The challenge

Statistics for the South African
residential sector suggest that the total
housing backlog could be in the region
of two million units, with the shortage
in the “gap” market well in excess of
700 000 units. This bracket includes
people who earn between R3 500 and
R15 000 per month, which is too little
to enable them to qualify for a
mortgage finance, yet too much to
qualify for a full government subsidy
(Africacheck.org).

Investment outcome metrics

Investment outcomes include reducing the housing backlog, increasing available
affordable housing units, and job creation - as follows:
1. Number of housing projects/buildings financed: 3 241
2. Total number of rental units created or preserved: 49 143
3. Average monthly rental range: R3 425
4. Total number of direct employment opportunities created and sustained as a result
of investment: 879, plus:
- 9 402 indirect permanent and temporary jobs created
during construction and property management;
- 93% of the total job numbers are to previously
disadvantaged individuals (PDI - black, coloured, Indian); and
- 44% of the employment opportunities created are
held by youth (15 to 35 years of age).

Futuregrowth’s approach

To invest in solutions that increase the
availability of affordable and safe housing
units near transit hubs – so as to support a
vibrant and growing mixed income
community.
Futuregrowth (on behalf of our clients) has
participated in the development of 3 241
housing projects that have facilitated
access to 49 143 housing units, which are
located mainly in Gauteng. The units are
available either for rental or purchase.

Impact themes & SDG
alignment

Investment into the low income &
affordable housing sector facilitates:
1. Access to affordable housing
2. Access to basic services
3. Community development

Investment in
the low income
& affordable
housing
sector’s
contribution to
SDGs.

*The 14.96% exposure is a representation of
the affordable housing exposure as a
percentage of the total market value held
across the Futuregrowth Infrastructure &
Development Bond Fund and the
Futuregrowth Development Equity Fund.

Image source: Divercity
Disclaimer: Impact indicators and SDG contribution as a result of business activities at the time of reporting.
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With over 95% of current affordable housing at the urban
periphery, poor (and typically black) households remain
marginalised and far from economic opportunity, essential
services and amenities. With this in mind, Futuregrowth has
partnered with Divercity to develop integrated
neighbourhoods in centrally located areas.

Divercity Urban Property Fund is a for-profit property fund,
setting a new standard for socially responsible,
environmentally sustainable and economically productive
urban development. Divercity invests in high density urban
precincts. These precincts are well located, rich in amenities,
and weighted towards affordable rental housing. They offer
low- and middle-income households the opportunity to live in
sustainable urban environments, close to where they work
and with access to the essential amenities required to get
ahead in life.

Source of images: Divercity
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By being able to access affordable housing in the inner cities,
individuals and families who could not afford alternative
housing will likely see improvements in their living conditions.
Furthermore, being closer to transport hubs will lead to a
decrease in travel costs – typically a large part of lowerincome budgets.
Sector impact of COVID-19
The impact of COVID was tough on the economy, businesses
of all sizes and in almost all sectors of the economy and
Divercity and its tenants were not immune to this. There was
Images:
a spike in vacancies as people lost their jobs or earned
much
Retail Capital
less than expected, which affected roughly 20 to 30% of the
tenant base.

Jewel City: Improving livelihoods
An area that was closed off and abandoned for over 20 years
is now transforming to a rejuvenated mixed-use housing,
education and retail precinct, in one of the few pedestrianised
nodes of the Johannesburg CBD. The R1.8-billion
redevelopment is set to be a place where people can ‘live,
work, play’. It comprises 2 700 apartments and 20 000m2 of
commercial space. Its retail space has attracted major brands
including Shoprite, Clicks, Pep, McDonalds, and Chicken
Licken as well as a Capitec Bank branch. The precinct also
includes the Jewel City Medical Centre and Five’s Futbol fivea-side soccer fields.

During this period, Divercity continuously looked for ways to
mitigate the inevitable impact and took measures to help
their tenants through the most difficult times, by arranging
payment plans and payment holidays to alleviate the rental
burden. This resulted in an influx of payment arrangement
requests with over 1 000 tenants assisted with deferred
payment schedules. Residential tenants were also given rent
relief in a region of half a million rand. On the commercial
side, significant rent relief was also given to retailers both big
and small. The South African Property Owners Association
prescribed guidelines were applied and, in some instances,
additional relief was provided.

Jewel City aims to improve the quality of life for individuals
seeking to move closer to the hustle and bustle of the ‘city of
gold’. Divercity firmly believes in the importance of undoing
apartheid-era spatial divides that, to this day, segregate our
cities by race and class. By developing integrated
neighbourhoods in centrally located areas, Divercity is
bringing historically marginalised households into the urban
core.
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IMPACT indicators
Divercity Urban Property Fund
Inputs

Invest in and grow
profitable and
scalable
businesses

✓9%

Equity stake taken by the
DEF (Ithemba Group
Investments)

Outputs

Well located,
amenity rich
affordable housing

✓ 460 permanent
employees

Improved access
to economic
opportunities

✓ Provision of affordable
housing
3 849 average monthly rental

✓ Low-cost commuting
Less time spent commuting

✓ Greater economic
inclusion

R800m in non-finance
procurement spend; over 55%
preferential procurement from
BEE Level 1 and 2 suppliers

Disclaimer: Impact indicators and SDG contribution as a result of business activities at the time of reporting.
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Regeneration & densification of
dilapidated buildings

✓ 6 479 apartments

Community-oriented precincts
with improved access to social
services
2

95% previously
disadvantaged
36% held by youth (15 to 35
years of age)

Outcomes

✓ 57 buildings

✓ 90 000m commercial
and retail GLA

Increased market activity and
job creation

Impact

Spatial
transformation
✓ R3bn

Existing portfolio invested in
high quality, well managed
urban environment

SDG

Contribution
by Divercity
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Thina Manga
Portfolio Manager & Investment Analyst
The declaration of the National State of Disaster and
start of the hard lockdown at the end of March 2020 due
to the outbreak of COVID-19 led to the South African
tourism sector grinding to a complete halt.
The closure of South Africa’s provincial and international
borders and strict lockdown restrictions meant that tourist
attractions, national parks, hotels and other
accommodation for leisure purposes ceased operations,
which also impacted restaurants and other tourism-related
businesses.

While we can all understand the need for the government
interventions that were implemented to save lives as the
virus spread, we cannot ignore the devastating financial
impact of the pandemic on people’s livelihoods –
particularly in a country with the highest Gini coefficient in
the world.
Some relief
The tourism sector was, and continues to be, one of the
hardest hit by the pandemic, particularly with ongoing
travel restrictions worldwide.
Initiatives such as TERS (the COVID-19 Temporary
Employee/Employer Relief Scheme benefit) meant
businesses in the tourism sector affected by the national
lockdown could apply for some relief to assist them
through the financial slump that came with the lockdown.
Futuregrowth Bi-annual Developmental & Social Impact Report as at 31 March 2021

The establishment of the Tourism Equity Fund serves as
another lifeline for the sector, and should assist in
stimulating activity in this important sector of the South
African economy.
Tourism expectations pre-COVID
The State of Tourism Report 2018/19 by the Department of
Tourism showed that the travel and tourism sector (both
directly and indirectly) contributed 7% to GDP (gross
domestic product) in 2019 – as indicated in Figure 1 on the
following page.

Tourism not only boosts local revenue and development, it
also creates a demand for many ancillary industries. Its
impact may extend to the communication, health,
agricultural and educational sectors – not to mention
opportunities for entrepreneurs. Judicious investment in the
sector is essential for its survival in the interim – and for it
to salvage its prospects for contribution to much-needed
job creation and the economy as a whole.

Moreover, the tourism sector was expected to make a
10.3% contribution to South Africa’s GDP and employment
numbers by 2030 – see Figure 2 on the following page.
The road ahead
The effects of COVID-19 will be with us for a while to
come, as to be expected in an economy that shrank by 7%
during 2020 while already battling with existing structural
issues. A full recovery to pre-COVID levels will take some
time and will require the successful execution of all the
plans put in place by both the public and private sectors.
In periods when the rate of infection has abated and
lockdown restrictions have eased, it has been shown that
appetite for tourism and travel persists. Tourism businesses
that are well-prepared and able to adapt to changing
demands will be well positioned to take advantage of the
eventual revival.

Image source: Thebe
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World Travel and Tourism (WTTC) research has indicated that South Africa’s travel and tourism sector would contribute
about R497.1 billion (8.16% of GDP) and a total of 1 937 200 jobs (10.3% of total employment) in 2030.
Source: www.tourism.gov.za
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R 375.9

2.1%

R 367.1

R 394.3

Total Contribution in ZAR billion

R 400.0

R 386.2

6.0%
R 500.0

8.0%

R 497.9

R 600.0

Total contribution of travel and tourism to Employment in South Africa:
2013-2019 and forecast for 2030
1 937.2

Total contribution of Travel and Tourism to GDP in South Africa:
2013- 2019 and forecast for 2030

Share of GDP

2013
9,2%

2014
2,9%

2015
3,0%

2016
2,7%

Percentage growth
2017
2,9%

2018
2,6%

2019
9,1%

2030F
10,3%
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Perched on the historic Selati Bridge over the Sabie River in
the Kruger National Park is what looks like a set of train
carriages. But what awaits guests inside is a one-of-a-kind
hotel experience. Kruger Shalati: The Train on the Bridge is
the result of a partnership between Thebe Tourism Group
and South African National Parks. This luxury boutique hotel
has 31 rooms - consisting of 24 carriage rooms (on the
bridge) and 7 Bridge house rooms (adjacent to the bridge) all of which provide a deeply immersive experience.

Futuregrowth (on behalf of our clients) was excited to take
up the opportunity to fund this new tourist attraction when it
was presented to us. We provided long-term debt (alongside
the shareholders’ equity contribution) towards the
refurbishment and development of the precinct.
Job creation – a gleam of hope amidst a global
tourism disaster
According to Stats SA:
- Tourism saw a total injection of R273.2 billion into the SA
economy in 2018.
- In 2019 SA had 10.4 million international arrivals.
- Pre-COVID, the tourism sector supported 740 000 direct
jobs and over 1.5 million indirect jobs across the economy.
- 36% of the population in the area surrounding Kruger is
aged 15-35, of which roughly 72% is unemployed.
Due to the national lockdown, the official opening of the
lodge was delayed by a few months and finally took place in
the last quarter of 2020.
With lockdown restrictions easing, the project is creating
hope for people in the region. Recruitment has resumed, with
85% of the staff from the local community and 61% women.
Futuregrowth Bi-annual Developmental & Social Impact Report as at 31 March 2021

During construction many jobs were also created indirectly,
and unique skills were developed within the construction
sector, enabling these individuals to have sustained income
and to grow their client bases for further projects.

Skukuza Primary School. The funds are directed towards the
education of children, to keep fees at a minimum, as many of
the parents in the region are on or below minimum wage.
The business also has an incubation project in motion – Eagle
Bakery – where two entrepreneurial bakers reached the
ceiling of their business growth with their available skills and
resources. The bakers are currently absorbed on a temporary
basis into the Kruger Station where, over the next five years,
they will build their baking skills and undergo business
training in the form of financial modelling, marketing, sales,
effective costing, and product expansion. This will allow them
to expand their client base and grow their business, with the
intention that Kruger Shalati remains a long-term client.
“The impact of going ahead with the project has been
significant, not only in job creation and changing lives, but
being a glimmer of light in the tourism industry. Launching a
new tourism product in the middle of the biggest challenge
the tourism has ever faced has not been for the feinthearted” Gavin Ferreira, Executive Manager of Operations at
Thebe, concludes.

“We had over 5 000 applications, interviewed close to 500
candidates and hired 160 employees. Jobs are rare and
people are desperate. Most of our staff have never had a
job – ever – and they were desperate to learn, develop
and further themselves” says Judiet Barnes, Executive
Manager of Brand, Sales and Marketing at Thebe.
The lodge procures as much as it can from local businesses,
to create secondary jobs and build SMME’s. Currently, it
procures from 78 businesses within the province, with an
objective to increase this number over the coming year.

Community support
Although still new in the area, the business has several
fundraising and sponsorship initiatives in place to support the
local community. One of these is the fundraising drive for the

Source of images: Thebe
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IMPACT indicators
Kruger Shalati: The Train on the Bridge
Inputs

Invest in and grow
profitable and
scalable
businesses

✓ R98.4 million

Capital invested by the IBF

✓ 80%

Equity stake taken by the DEF
(Thebe Tourism Group)

Outputs

Improvements to
infrastructure and
livelihoods

✓ 162 permanent
employees

Improved access
to economic
opportunities

✓ 85%

of staff are community
members previously
unemployed

✓ 61%

are women primary or sole
income earners
✓ Preferential procurement
from 78 local businesses to
build SMME’s and create
secondary jobs
Disclaimer: Impact indicators and SDG contribution as a result of business activities at the time of reporting.
Futuregrowth Bi-annual Developmental & Social Impact Report as at 31 March 2021

Kruger Station restaurant &
souvenir shop refurbished

✓ Local roads upgraded
✓ Community schools and
clinics built

97% previously disadvantaged
74% held by youth (15 to
35 years)

Outcomes

✓ 31 hotel rooms
constructed

Impact

Promotion of
inclusive growth

✓ Access to job

opportunities
✓ Local infrastructure
development
✓ SMMEs successfully grown
✓ Heritage conserved

SDG

Contribution
by Kruger
Shalati
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Infrastructure investment is widely acknowledged as one
of the key drivers of growth and development in South
Africa. To this end, the government is spearheading a
massive infrastructure investment drive in the form of
public-private partnership (PPP). At the forefront of this
initiative is the energy sector, which has established a
blueprint for PPP over the past decade through the rollout of the Renewable Energy Independent Power
Producer Procurement Programme (REIPPPP).
The Futuregrowth Power Debt Fund was one of the first
institutional investors in the REIPPPP and has a current
market value of R9 billion, following investment in 29
projects across all bid windows to date.
Following the launch of the Risk Mitigation IPP Procurement
Programme (RMIPPPP) in 2020, the Minister of the
Department of Mineral Resources and Energy recently
announced eight preferred bidders of projects with a
combined generation capacity of 1 845 MW. The RMIPPPP is
the first step in the government’s plan to procure more than
13 800 MW of new energy over the next decade. However,
the announcement has raised concern about the dominance
of three preferred bidders with Powership technology that
were awarded two thirds of the megawatt allocation under
the RMIPPPP. In addition to their exemption from local
content provisions during the project development phase (a
key metric that bidders were required to comply with under
the RMIPPP), their complete reliance on liquefied natural
gas detracts from the country’s clean energy goals. There is
also some consternation about the cost of buying electricity
from the Powerships for the next twenty years, when this
technology is typically used by countries as a stop-gap shortterm measure, and not as a long-term source of supply.

Futuregrowth Bi-annual Developmental & Social Impact Report as at 31 March 2021

Should all the preferred bidders achieve the financial close
deadline of 31 July 2021, fixed investment of some R45
billion will be made by the private sector in the new
RMIPPPP projects.
The eight RMIPPP projects are forecast to create 3 829 job
years for local citizens during construction and 13 549 job
years for local citizens during the 20 years of their
operations. Furthermore, the government envisages that
there may be opportunity to capitalise on the new skills and
supply lines to develop the potential growth of the gas
industry in South Africa. This could involve repurposing old
Eskom coal-fired power stations to operate on gas, in the
areas where there are plans to decommission these plants.
In addition, the next round of the REIPPP (Bid Window 5)
was recently announced by Minister Gwede Mantashe, with
financial close expected by mid-2022. Investment in these
projects will also be considered by Futuregrowth, and,
together with the RMIPPP, introduces an exciting phase in
the growth of South Africa’s energy sector and new
investment opportunities for our clients.
South Africa has massive advantages in terms of capitalising
on the global trend towards renewable energy. We have:
1. One of the most resource-rich climates in the world for
generating renewable energy;
2. An extensive national transmission and distribution
network, able to connect large numbers and diversified
sources of alternative energy; and
3. An established track record of independent power
procurement under the REIPPP, which boasts an
extremely robust legal framework and is trusted by
investors globally.

Investments into renewable energy projects represent a
growing asset class in the South African capital market,
allowing our clients to access a pool of assets not normally
available to institutional investors. The Fund has an
established performance track record and an excellent
diversity of investments in a range of technologies,
developers, projects and geographical areas. The Fund is
supported by an experienced credit team with a wide deal
origination network that is well positioned to take advantage
of the upsurge in the development of clean and sustainable
energy envisaged over the next 10 years.

In this fourth bi-annual report, we feature the Kruisvallei
hydropower project located on the Ash River just outside
Clarence in the Free State, which was awarded a 20-year
Power Purchase Agreement with Eskom in the Round 4 bid
window of the REIPPPP. The project completed its
construction phase in mid-March 2021 and is now generating
up to 4 MW of power. The project will invest in various small
businesses and entrepreneurial skills training in the
surrounding communities and will result in sustainable
improvement in the living standards of people in these
remote areas of South Africa, which are typically mired in
poverty and don’t have many opportunities for social
upliftment and economic growth.

Paul Semple
Portfolio Manager: Futuregrowth Power Debt Fund
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Hydropower is energy that comes from water, which is
used to generate electricity. Modern hydro turbines can
convert as much as 90% of the available energy into
electricity, while the best alternative energy plants are
only about 50% efficient. Unlike fossil fuel plants,
hydropower plants operate without producing greenhouse
gas emissions. Some renewable energies are dependent
on daily or seasonal fluctuations, whereas hydropower
provides consistent and generally predictable power
generation, provided the flow of water is consistent.
Hydropower is one of various options within the renewable
energy spectrum. It is the most predictable amongst
renewable energy sources and, when designed and
maintained according to specifications, boasts highly
efficient systems and very low maintenance costs.
Run-of-river hydropower

Longer life: These plants are able to run for around 50
years with relative ease if maintained properly. Solar PV
and wind generally run for up to 25 years prior to requiring
a substantial overhaul.
Potential drawbacks can be:
Cost: Hydro has a much higher cost per MW compared to
Wind and Solar PV and thus commands a higher tariff.
However, considering that hydro can generate power for
much longer than wind and solar plants, the higher cost
can be justified.
Water scarcity: It is often difficult to forecast the longterm flow of water from a natural river. This is especially
the case in the context of global warming and increasing
water scarcity.
Overall, we believe that hydropower has a fitting place in a
diversified local energy mix.

The Kruisvallei Hydro project covered later in this report is a
run-of-river plant. Advantages of this type of hydro power
include:
Day and night production: As the natural resource is a
flow of water, it is able to generate electricity 24/7. The
biggest risk to this is the necessary constant flow of water
which obviously cannot be guaranteed in a natural river
scenario. With Kruisvallei, however, this risk is largely
mitigated as the plant is located along the Ash River whose
water resource is from the Lesotho Highlands Water
Scheme with guaranteed minimum flows for the duration of
this scheme. The scheme itself supplies water from Lesotho
to Gauteng via the Vaal River System.

Types of hydropower
There are four broad hydropower types:

1. Run-of-river hydropower channels flowing water from a
river through a canal or penstock to spin a turbine which
generates power. Typically this will have little or no storage
facility.
2. Storage hydropower is typically a large system that uses
a dam to store water in a reservoir. Electricity is produced
by releasing water from the reservoir through a turbine. Its
key advantage is its ability to be shut down and started up
at short notice according to the demands of the system.
3. Pumped–storage hydropower is a derivative of storage
hydropower, where the plant harnesses water which is
cycled between higher and lower reservoirs. When
electricity demand is high, water is released from the higher
to the lower reservoir, utilising gravitational force to
increase the velocity of the water flow through the turbines
which, in turn, produce electricity. During low power
demand, the water is pumped back to the upper reservoir.
Eskom’s Ingula hydropower schemes located in the
Drakensburg fall into this category.
4. Offshore hydropower is a far less-established but
growing group of technologies that uses tidal currents or
the power of waves to generate electricity from seawater.

These technologies often overlap. For example, storage projects
can often involve an element of pumping to supplement the
water that flows naturally into the reservoir. Run-of-river
projects can also provide some storage capability.
Source: www.hatch.com

Image source: Red Rocket
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Most of the water is diverted from the existing Ash River into
a canal that leads to electricity-generating turbines, which
then return the water back to the river downstream, while a
minimum amount remains in the river at all times to ensure
the aquatic ecosystem is sustained.

The Kruisvallei Hydro project is the third hydropower project
procured under South Africa’s Renewable Energy Power
Producer Procurement Programme (REIPPPP) to come online.
The hydro project is situated along the Ash River between
Clarens and Bethlehem in the heart of the Free State
Province.

The result is much-needed power supplied to the national
grid with little to no negative impact on the environment.

Kruisvallei’s positioning is ideal. The facility is built on the Ash
River, downstream of the Lesotho Highlands Water Scheme
which feeds the Vaal Dam along what is essentially canalised
agricultural land. Water flow is constant and regulated, and
the environmental sensitivities are low.

Community support
Unemployment, access to education and housing shortages
are some of the biggest social and economic challenges
experienced by the Clarens and Bethlehem communities. A
portion from the Kruisvallei hydro project annual operating
revenues will be used to support initiatives in Early Childhood
Development (ECD) – including nutrition programmes; Youth
and Adolescent Education, Motivation and Behaviour;
Employment and Skills Development Opportunities; and
Substance Abuse Mitigation for the life-cycle of the project.
Construction started on 26 March 2019 and reached the
Commercial Operations Date on 25 February 2021. The
project will generate around 24GWh per annum, supplying
enough clean energy to provide power to approximately 1
916 South African homes. The plant is split into two run-ofriver hydropower plants that combine to supply 4MW of
hydro-electric power through two turbines under a 20-year
power purchase agreement.
The project is financed by Facility for Investment in
Renewable Small Transactions and Futuregrowth Asset
Management (on behalf of its clients).

“Red Rocket is committed to supporting communities
through the Kruisvallei Hydro Project. Our aim is to
enhance the lives of the people we serve, through our
support of meaningful community- based initiatives. We
believe that it is our responsibility to help develop and grow
our positive impact, working closely with community
members to understand what initiatives would help them
most.” Says Tebogo Mohlahlana, Economic Development &
Community Manager for Red Rocket South Africa (Pty) Ltd.

Source of images: Red Rocket
Futuregrowth Bi-annual Developmental & Social Impact Report as at 31 March 2021
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IMPACT indicators
Kruisvallei hydroelectric generation
Outputs

Inputs

Invest in and grow
profitable and
scalable
businesses

✓ R106 million

Accelerating
energy transition

Total capital invested by the
Power Debt Fund

✓ 12 direct employees

17% previously disadvantaged
33 % held by women

Outcomes

Promote SocioEconomic
Development

✓ R15 million expected SED
contribution over the project
lifetime

✓ +300 direct jobs at

✓ 24 GWh hydro power

generated by the project per
year
✓ 4 MW of hydro-electric power
through two turbines
✓ The project generates clean,
renewable electrical energy to
power more than 1 916
average South African homes per
year

SED
investment
by category

28%
44%

construction peak activities JanMar 2020
✓ 3 community development
initiatives to be supported in
operational year 1

28%

SDG

Education
Disclaimer: Impact indicators and SDG contribution as a result of business activities at the time of reporting.
Futuregrowth Bi-annual Developmental & Social Impact Report as at 31 March 2021

SMME

Health

Contribution
by Kruisvallei
Hydropower
project
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R48.2 billion

25 years+
track record

invested across a
range of infrastructure
and development
investments

with investments that
support national
development
and facilitates
social impact that
changes lives

Delivers commercial

Aligned with the

risk-adjusted
returns and
facilitates tangible

social &
developmental
impact

Sustainable
Development
Goals
across a range of
sectors

Largest
range of
impact funds
across a variety
of asset classes

Active across
all 9 provinces
and supports
infrastructure
development across
the country

Image source: Thebe
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Angelique Kalam
Manager: Sustainable Investment
Practices
angeliquek@futuregrowth.co.za
T +27 21 659 5483
Rirhandzu Sithole
Impact Investment Analyst
rsithole@futuregrowth.co.za
T +27 21 659 5316

CLIENT RELATIONSHIP TEAM
Maseabi Marageni
mmarageni@futuregrowth.co.za
C +27 84 837 7295

Disclaimer
Futuregrowth Asset Management (Pty) Ltd (“Futuregrowth”) is a licensed discretionary financial services provider, FSP 520, approved by
the Registrar of the Financial Sector Conduct Authority to provide intermediary services and advice in terms of the Financial Advisory and
Intermediary Services Act 37 of 2002. The fund values may be market linked or policy based. Market fluctuations and changes in
exchange rates may have an impact on fund values, prices and income and these are therefore not guaranteed. Past performance is not
necessarily a guide to future performance. Futuregrowth has comprehensive crime and professional indemnity in place. Performance
figures are sourced from Futuregrowth and IRESS.
This document is for information purposes only and is not intended as an offer or recommendation to buy or sell or a solicitation of an
offer to buy or sell a financial product or security. The recipient is advised to assess the information with the assistance of an advisor if
necessary, with regard to its compatibility with his/her own circumstances in view of any legal, regulatory, tax and other implications.
Personal trading by staff is restricted to ensure that there is no conflict of interest. All employees of Futuregrowth are remunerated with
salaries and standard short and long-term incentives. No commission or incentives are paid by Futuregrowth to any persons. All intergroup transactions are done on an arm’s length basis. Futuregrowth has comprehensive crime and professional indemnity insurance.
Futuregrowth prepared this document in good faith. Although the information in this document is based on sources considered to be
reliable, Futuregrowth makes no representation or warranty, express or implied, as to the accuracy or completeness of this document, nor
does it accept any liability which might arise from making use of this information.

Steffen Josephs
sjosephs@futuregrowth.co.za
C +27 83 327 3543
Ziyanda Tshaka
ziyandat@futuregrowth.co.za
C +27 83 666 0392
Marilyn Gates Garner
marilyng@futuregrowth.co.za
C +27 82 466 0868
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