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Introduction  to  Data Infrastructure  
 
Spire Capital Pty Ltd (ñSpireò) continues to have high conviction in select 
pockets of global private markets (i.e. ósweet spotsô). This includes working 
in partnership with Valterra Partners LLC (óValterraô), to find attractive direct 
co-investment opportunities within the field of private equity infrastructure. 
More specifically, this means investment opportunities attached to 
essential services, underserved end-markets and long-term secular 
demand trends (e.g. data consumption). 
 
As the world progresses through COVID-19 crisis, the resiliency of ñCoreò 
infrastructure assets is being tested as air travel, vehicle movements, 
energy demand and port throughput are all materially impacted. 
Meanwhile, data is proving to be essential to all sectors of the 
economy through the disruption. For context, 2022 is forecast to have 
more data computed than the entire 1984-2016 period as data intensity 
increases and use cases multiply. Internet users, connected devices and 
speeds continue to increase significantly, creating significantly more 

demand for data infrastructure services. The assets that provide the access 
to data (towers, fiber and datacenters) are increasingly being viewed as 
critical infrastructure to the economy. Data centres are increasingly being 
viewed as infrastructure assets because they possess many of the same 
key attributes as traditional core infrastructure investments including long 
term contracts, stable and predictable cash flows, high free cashflow 
generation and stable underlying demand drivers. 
 
Spire started working with Valterra in 2019 to better understand the global 
landscape for data and the infrastructure that enables its transmission. 
Data Centres sit at the centre of the data infrastructure system as the 
point where crucial storage and computing takes place. In particular, data 
centres at the ñedgeò, i.e. close to major metropolitan areas and thus close 
to end consumers, are increasingly important as the internet architecture 
undergoes a significant transformation as a result of the requirement for 
zero latency from many users.  

 

Data Infrastructure  universe  

   
 
Within the data centre universe sits Retail Colocation whereby data centre 
services are offered to medium-large enterprises and to managed service 
providers for smaller enterprises. Currently, 60% of such enterprises do 
not locate in data centres, providing a significant opportunity for growth. 
Data centre colocation has numerous benefits (vs. having an on-premise 
óserver closetô) including security, energy efficiency, networking, access to  

 
dark fiber, proximity of multiple ISPs, uninterrupted power supply and 
virtually 100% up-time. In addition, enterprise transition to retail colocation 
over traditional storage has been shown to reduce data storage and 
computing costs by 60-70%. Retail colocation services in edge locations 
also allow large enterprises to have smaller ñpoints of presenceò close to 
consumers with the lowest available latency. 

 

 

The ôsweet spotõ in  data infrastructure  - Retail  colocation  data centre s 

Valterra has been working with telecommunications industry participants 
and consultants for many years including reviewing (and declining) dozens 
of opportunities within the sector over the past four years. Following 
extensive research, it became evident that real estate assets (i.e. 
wholesale datacenters and cell phone towers) had benefited from highly 
efficient institutional capital markets and trade on a relatively unattractive 
(tight) cap rates while requiring extremely large capital expenditure. At the 

other end of the spectrum, consumer facing telecommunications assets 
(often venture capital opportunities) remain vulnerable to low switching 
costs and high customer churn. To this end, Valterra clearly identified retail 
colocation as the optimal telecommunications infrastructure opportunity 
and set off to find an attractive investment. This culminated with the 
opportunity to invest alongside a world class management team in 
ColoHouse, a retail colocation data centre business. 
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Communications  infrastructure  assets vs. traditional  infrastructure  attributes  

 
Source data is from Valterra Partners LLC (as at 30 June 2021) 

Spire US Data Centre  Colocation  Fund II (AUD) 

ColoHouse is a leading provider of institutional quality data centre 
colocation services across the US. In early-June 2020, Spire finalised due 
diligence on Valterraôs US data centre strategy and associated co-
investment opportunity with ColoHouse. Spire has strong conviction that 
retail colocation services offered within high-quality data centres in 
attractive edge-market locations is the optimum way to capitalise on the 
secular demand trends for data.  
 
To provide Australian investors with access to ColoHouse, Spire created 
the Spire US Data Centre Colocation Fund (AUD) (ñFund Iò) to capitalise 
the first 3 assets (NY, Miami, San Fran) and ColoHouseôs integrated 
operating platform (inc. former TelX senior leadership, in-place 
M&A/integrations team, national sales and operations teams). Fund I 
invested in ColoHouse via an underlying investment entity (Valterra Data 
Holdings LLC), created and controlled by Valterra Partners, a specialist 
lower mid-market private equity firm based in New York. Fund I invested 
pari passu with Valterraôs interest in ColoHouse and was established as an 
AUD denominated Australian unlisted unit trust. 
 
Building on the success of the first 3 assets, Valterra and the ColoHouse 
management team resolved to accelerate expansion plans via another 
capital raise. óCapital Raise 1B' will capitalise a pipeline of 4 acquisitions 
under Letter of Intent (USD7.0m of EBITDA at average 7.5x entry multiple) 
plus other visible opportunities. The USD 75m capital raise will deliver 

immediate profitability, synergies and scale to the business while creating 
a clear path to 30m+ EBITDA. Importantly, 1B will not be dilutive to target 
returns (28%IRR/4xMOIC), will de-risk the business plan and will not 
impact the expected holding period (5 years).  
 
The Spire US Data Centre Colocation Fund II (AUD) (ñFund IIò) has been 
established as an AUD-denominated, unlisted Unit Trust to participate in 
Capital Raise 1B. Fund II make a follow-on investment in Valterra Data 
Holdings through the issuance of new Class-D shares. 
 
Capital Raise 1B (Fund II) will be conducted in coordination with Capital 
Raise 2 (global institutional investors, led by UBS). Capital Raise 2 will be 
conducted in Q42021 (following Labor Day in the US) with a USD 150m 
target. Importantly, Capital Raise 2 will not be dilutive to target returns 
while further adding scale and diversity to earnings. The universe or 
target companies for acquisition and integration is fragmented and 
inefficient so highly attractive for a platform like ColoHouse. Valterra and 
the ColoHouse management team have demonstrated their expertise in 
acquiring and optimising assets with the Miami facility recently booking 5 
months of revenue in 5 weeks while negotiating 'in-place expansion' 
through securing more capacity in the same facility. 
 
The below table summarises the capital raising scheduled. 

 

https://colohouse.com/
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Underlying  Investment  opportunity  

The ColoHouse opportunity has in-place key ingredients for a very successful transaction and requires capital to execute the strategy. The investment 
thesis is summarised below: 

 

Expansion plans 

The 4 assets under LOI are all highly accretive to the existing platform; add combined $7.0m of new EBITDA to the portfolio at an average acquisition 
price of 7.5x. Upon completion of these acquisitions, the entire portfolio will generate $5.5m of EBITDA day-1 with in-place potential to expand to 
$22.3m of EBITDA at full capacity. All deals under LOI were sourced on a proprietary basis by Valterra and the ColoHouse team 

 

  

(All value in USD millions unless otherwise noted)

In-place Forward

Current Purchase Current Purchase EBITDA Purchase

Asset Status Phase %  Leased Price ($mm) EBITDA Multiple Potential Multiple

Orangeburg/ Corporate Purchased Lease-Up 20% $5.0 ($2.9) n.a. $6.0 2.5x

Miami/ Hague Purchased Stabilized 80% 12.5 1.5 8.3x 1.6 7.8x

Data102 Under LOI Stabilized 75% 29.0 3.8 7.6x 7.0 4.1x

LumeCloud Under LOI Stabilized n.a. 5.0 0.6 8.1x 2.1 2.4x

Steadfast Under LOI Stabilized 50% 10.0 1.2 8.3x 4.0 2.5x

Vazata Under LOI Stabilized 85% 8.0 1.3 6.2x 1.6 5.0x

Total $69.5 $5.5 12.6x $22.3 3.1x

San Francisco Development n.a. 12.5 n.a. n.a. 5.0 2.5x

Lease-Up Reserve Cash on BS n.a. 4.0 n.a. n.a. n.a. n.a.

Total Investment $86.0 $27.3 3.2x
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Target  assets  

   

 
Select Customers/Carriers   
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Recent US Data Centre  M&A 

 

 

  

Valterra  Partners  LLC 

Founded in 2015, Valterra Partners is a private equity firm that provides partnership capital to US-based businesses with compelling expansion 

prospects. In particular, Valterra focuses on companies that have infrastructure-like characteristics or that operate adjacent to traditional core 

infrastructure assets. These óinfrastructure adjacentô businesses benefit from the same underlying macroeconomic drivers but have a larger operating 

component that can generate higher risk-adjusted returns. 

 

Valterra primarily targets investments in three sectors: Digital infrastructure; Transportation and Logistics; and Recycling and Renewables 

 

Core to Valterraôs investment philosophy is partnering with best-in-class management teams in businesses that have a strong existing platform and a 

compelling strategic plan to unlock growth. To date, all of Valterraôs investments have been alongside existing founders and entrepreneurs who were 

seeking an institutional partner that could provide the financial and operational resources necessary to accelerate their companiesô growth trajectory.  

Valterra traces its roots back to 2006 when the partners began investing together as part of Macquarie Capitalôs (ASX:MQG) US-based merchant 

banking division. While at Macquarie, the partners invested $500 million of the groupôs balance sheet capital into private equity opportunities as part of a 

larger $1 billion + US portfolio. In late 2014, the partners spun out of Macquarie and founded Valterra Partners to independently pursue these 

opportunities. The Valterra investment philosophy is a continuation of a strategy the team has developed and refined together since 2006. 

 

Valterraôs target investment size is $25-100mm. For each investment, Valterra takes a flexible approach to investing, working hand-in-hand with existing 

stakeholders to develop a mutually agreeable investment structure. While our investments can be structured as either majority or minority positions, 

Valterra always takes an active role in managing its positions through a hands-on governance approach. 

 

Post investment, Valterra works closely with management teams providing access to capital, strategic and operational expertise and access to a broad 

network of operating partners and industry contacts that can help transform a young business into an industry leader. 

  


