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Improvement begins with “I”

Innova/6 – a new chapter, 
also for ESG
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Dear Investors, 
Stakeholders 
and Friends

Welcome to Innova Capital’s 
fifth annual ESG report.

In the intense period of Innova/6 fundraising we have not-

ed that ESG becomes increasingly critical to our investors. 

Our new Limited Partners were most concerned not only 

about our existing processes for ESG risk mitigation in the 

current portfolio, but they were clearly interested in how 

we actively avoid assets with poor ESG profiles in the first 

place. Their concern led to a significant review of our ESG 

due diligence processes and our integrity and anti-money 

laundering procedures. It followed with further re-model-

ling of our ESG procedures and strengthening of our due 

diligence approach. It has been nine years since Innova in-

troduced ESG reporting and monitoring in 2010 and we are 

still learning. The most satisfactory element for us is, that 

we have started a dialogue with our investors in this field. 

It is not only about the reporting of ESG findings, but also 

clearly that our process becomes more interactive. This 

brings more value to the process itself, but also the voice 

of our investors becomes increasingly audible not only to 

the ESG team, but to a broader group of team members 

and management in our portfolio.  

It takes time to bring ESG standards to the desired level, 

and at Innova this work is still in progress. However, this 

past year we feel that there has been a major step taken 

by Innova towards raising awareness in the team about 

the significance of the process.  Today ESG receives a high 

profile in its own right resulting in ESG fitting much more 

clearly into the everyday management of our businesses. 

2019 will again be a year with a number of ESG challenges 

coming from new Innova/6 acquisitions in Inelo, Embe-

press and Oshee. These are typical Innova investments 

with low or medium level ESG risk and a limited number of 

specific, relatively minor issues to be addressed. As usual 

we expect to add most value to our stakeholders through 

governance issues. At the same time we are confident that 

in our planned exits this year from Bakalland, Neomedic 

and Pekaes,  the work already done and the high ESG 

standards introduced by Innova will help us to achieve en-

hanced deal returns. 

On behalf of Innova Capital Partners, we would like to 

thank all stakeholders for their trust, support and valuable 

help with regard to our ESG initiatives, and especially for 

challenging our approach and helping us to achive new 

standards of exellence.

With kind regards,

ESG Team
Rob Conn, Magda Pasecka and Iain Haggis
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Innova Capital is a leading 
mid-market private equity 
firm in Central Europe.
Founded in 1994, Innova 
raised the first major 
CEE fund comprising 
entirely private capital.



Innova Capital has raised funds totalling over €1 billion.

The six investment funds have made nearly 50 investments 
across 10 countries in the region. The first three funds have 
already been liquidated

Innova/3 has been one of the best performing European pri-
vate equity funds with an IRR of 44.2% (net).

Innova/4 effectively holds only one active portfolio company
- Energobit being a co-investment with Innova/5 

It has invested in nine companies in total since inception.

Since 2010 Innova/5 fund has already invested in twelve 
companies with four successful exits. 

The first close of Innova/6 fund at €195 million, significantly 
exceeded the minimum target of €150 million. Second close 
ended up with an additional €55 million.  

In 2018, Innova/6 completed its first deals in Inelo & OCRK, 
a leading technology-based player active in drivers’ work 
time management systems for the transportation industry, 
and Oshee, the owner of the #1 brand in the sports drinks 
category in Poland.

Innova invests in middle market 
Central European companies with 
enterprise values normally rang-
ing from €50 to €150 million.
The typical investment horizon is 
from three to five years, and exit 
by either sale to a strategic inves-
tor or via an initial public offering 
of shares.
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•  Over €1 billion in total 
     raised funds 

•  Latest fund at €250 million 
    at second close

•  ~ 50 investments 
    in 10 countries

•  6 fund cycles

•  16 investment professionals

•  €860 million applied
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The Seven Values 1. Drive for success 
We seek situations where we and executive management 
can develop a clear vision and share the single-minded 
determination to achieve it.

2. Commitment to excellence 
In an intensely competitive world, excellence in every-
thing we do is the only safe haven.

3. Mental agility 
Drive and commitment are blunt instruments unless 
thoughtfully directed. We work to develop creative “win-
win” solutions that will get all stakeholders behind our ef-
forts. 

4. Teamwork
We aspire to create an environment in which exceptional 
people outperform their own abilities. This is only possible 
through extraordinary teamwork.

5. Mutual respect
We recognize that there are many paths to success. We 
listen with understanding, and we communicate openly, 
honestly and directly.

6. Do the right thing 
We always seek to establish a position of power for our 
portfolio companies. But the burden of power lies in how 
you exercise it. Our credo for business is “do what you 
should, not what you can”.

7. Fun
We and the management teams work hard and long hours. 
It has to be fun at the same time.

The Innova Capital 
team aspires to the 
same seven core values 
which have not changed 
since inception. 

They may not be all 
achieved all of the time, 
but most are achieved 
most of the time. 

We share these seven 
values with our 
portfolio companies. 
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Current Portfolio Companies

The only investment remaining in Innova/4 is a small 
shareholding in Energobit, alongside Innova/5. 

On 20 December 2017 all eight active portfolio compa-
nies from Innova/5 LP were sold to Innova/5 Prime LP. 
The transaction covered the sale of the indirect share-
holdings in the portfolio companies as well as the re-
ceivables from the related SPVs. This was a secondary 
transaction with some LPs rolling their stakes into the 
new fund and other opting for liquidity and effectively 
selling their stakes. The transaction had no impact on the 
ESG approach of Innova Capital as the management of 
the new entity, Innova/5 Prime LP, is exactly the same as 
Innova/5 LP.

In April 2018 Innova/6 completed, with a co-investor, the 
acquisition of a 75% shareholding in Inelo/OCRK, a logis-

tics technology business based in Southern Poland, not 
far from the Czech border. Standard ESG due diligence 
was carried out for this investment and the company was 
classified as an IFC / EBRD Category C risk business.

In December 2018 Innova/6 acquired a 33.7% sharehold-
ing in Oshee. The company sells sports drinks and other 
sports vitamins, functional products focusing on a natu-
ral and healthy lifestyle. The head office is in Krakow, 
with a water bottling facility in the mountains on the Pol-
ish/Slovak border. The company was classified as a bor-
derline B/C for IFC/EBRD classification purposes.  A drink 
production company would generally be rated B but the 
company also produces bottled water (ca. 20% of the 
business) therefore it is primarily a distribution business, 
which would normally be allocated a C rating. In order to 
be on the prudent side, Innova is treating the business 
as a ‘B” risk and engaged a environmental specialist to 
review the water production part of the business.

In our ESG 2018 report you will find portfolio 
companies from Innova/5 and Innova/6 funds 
with an explanation of entry and current ESG 
status, indicating key affecting factors, risks 
and opportunities, together with targets 
for next year and at exit.  
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Below is a summary of some of the most important achieve-
ments and issues in 2018 with regard to ESG in Innova’s in-
vestment portfolio: 

• All 2018 KPI’s were at or above target in Neomedic meaning 
that patient satisfaction, litigations, doctors’ loyalty, births 
and risk management were all at satisfactory levels;

• The redundancy program at Energobit has been completed 
without significant problems and involved in the end less 
than 20 employees;

• Bakalland has significantly reduced waste levels in the last 
period;

• PEKAES is implementing more stringent safety measures at 
its chemicals division following a severe injury in H2’18;

• Trimo has again reduced the level of hazardous waste in 2018 
and has also cut its carbon footprint and implemented an ini-
tiative to eliminate certain categories of chromium from its 
production process;

• PeP has undergone an external GDPR audit, which resulted 
in quite a large number of recommendations to be imple-
mented but no critical issues;

• At NetSprint the lengthy restructuring process means that 
strengthening the governance is difficult but accounting has 
been successfully brought inhouse during 2018.
 
When reviewing the Innova portfolio’s average ESG risk rat-
ings, the lowest value is still visible in the environment cate-
gory (as in 2017), while the highest remains in the governance 
section. The current average environment risk rating stands 
at 3.4 (2017: 3.4), social at 4.1 (2017: 4.4), while governance 
is rated at 5.0 (2017: 5.1). The small decreases are partly due 
to the lower entry risk ratings of Inelo/OCRK and Oshee and 

some specific movements in companies during the year. Im-
proved retention of medical staff and maintenance of a low 
level of insurance claims at Neomedic decreased slightly the 
social risk rating. 

The lower governance risk rating resulted from small impro-
vements at Neomedic, Pekaes and Trimo.

In terms of environment, the lowest risk is recorded at Net-
sprint, while the highest is at Pekaes. The social scoring cur-
rently shows the lowest risk at Oshee and the greatest risk at 
Flokk. The levels of governance risk remain lowest at Pekaes 
and highest at Netsprint. 

Names of the responsible ESG (E&S) Officers / Managers 
at Innova:

• ESG Partner: Robert Conn, Founder Partner – ESG supervi-
sion and strategy

• CFO: Magdalena Pasecka – Operational responsibility for 
all ESG processes

• Consultant (Ex-CFO): Iain Haggis - Manages ESG due dili-
gence and reporting

Status / Changes in ESG Procedures 
(ESMS)
During the preparation for Innova/6, a decision was taken to 
upgrade and consolidate all the ESG policy elements into a 
single procedures manual. This was reported already in the 
2017 ESG Annual Report therefore the main changes in 2018 
relate to the practical implementation of the enhanced pro-
cesses. These include:

• Full ESG due diligence as part of the pre-investment phase, 
including the use of external environmental specialists for 
every investment classified as A or B risk rating.

• Additional reporting elements for Innova/6 investments 
(IFC/EBRD risk classification, recording of IFC Performance 
Standards triggered by the portfolio companies’ operations).

Difficulties and/or constraints related to 
the implementation of the ESG Manage-
ment System

The generally low/medium ESG risk levels in Innova portfo-
lio companies mean that not all Innova team members are 
regularly exposed to critical ESG issues due to the lack of 
significant risks. This means that ESG awareness needs to be 
enhanced by training and raising ESG awareness among the 
team. The objective of this training should be to ensure that 
all Innova team members are able to drive independently the 
risk assessment and mitigation processes in the companies 
they supervise. They should also be able to communicate 
clearly the Innova priorities regarding ESG to the manage-
ment teams in portfolio companies. Finally all team mem-
bers should be up-to-date with current ESG developments 
and best practice.
Despite these issues, the depth of the ESG process in Innova 
means that risk assessment remains satisfactory.

Exclusion list

Innova confirms that in 2018 no portfolio company has un-
dertaken any of the activities listed in the IFC/EBRD Exclu-
sion List. There is no risk perceived that this situation could 
change in 2019.
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ESG Review 
Investment 
and Divestment 
Summary

ESG due diligence 
is embedded in the full 
investment cycle 
and processes. 

In 2018, we prepared due 
diligence reports for the 
following companies 
(all relating to Innova/6):
- Inelo / OCRK
transaction completed in April 2018

- Rainbow
transaction not yet completed

- Oshee 
transaction completed December 2018

- Snowfall
transaction to be completed in Q2/19

 
In 2018, no transactions were declined due to unacceptable 
levels of ESG risk. 

The most advanced transaction in the Innova/6 pipeline is 
project Snowfall. ESG due diligence was carried out in No-
vember 2018 and a report was submitted to the Investor 
Committee in December. The IFC/EBRD classification was ‘B’.

There are three transactions currently in the active pipeline 
for investments in Innova/6. These are all preliminarily as-
sessed as either ‘B’ or ‘C’ risk classifications. Appropriate due 
diligence will be carried out in accordance with the risk cat-
egory of the potential investment. 
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Investment

Inelo / OCRK 

Inelo/OCRK (the “Group”) is the leading provider of tech-
nology-enabled services for the heavy transportation in-
dustry. It focuses on two main business lines: (i) work time 
management solutions and (ii) telematics and fleet man-
agement. Its customers are Polish transportation compa-
nies, as well as international road inspection authorities. 
The Group is based in Bielsko-Biała and employs aprox 450 
people. 

The Group has built its position on the unique know-how 
in Work Time Management (“WTM”) – activities related 
to analysing the data from tachograph to detect poten-
tial lack of compliance with specific regulations related 
to heavy transportation (>3.5t), as well as labour code re-
quirements in different countries. Since its incorporation 
in 2002 it has developed relations with 29 regulatory au-
thorities from 13 EU countries. The Group has developed 
WTM solutions for transportation companies, initially in 
the form of proprietary, packaged software. In 2006 it 
started providing WTM services in the form of outsourc-
ing. The Company is a member of international regulatory 
enforcement organisations such as CORTE1. The telemat-
ics activities were initiated in 2008 and in 2013 a modern 
advanced fleet management solution (GBOX Assist) was 
introduced.

The Company consists of two entities:

• OCRK providing WTM outsourcing services.

• Inelo focusing on (i) development of WTM software for 
transportation and outsourcing companies, as well as in-
ternational transportation authorities; and (ii) providing 
telematics services.

The company operates a normal office-based service ac-
tivity and therefore environmental laws and regulations 
are only relevant at the periphery of the business. Simi-
larly, given the nature and size of the workforce there is 
no suggestion that there should be any major social issues. 
Although the level of governance risk is also relatively low, 
the more significant ESG issues in the Group relate to gov-
ernance. None of these governance issues are high risk in 
themselves but, given the number of minor risks, resourc-
es were allocated to this issue post-completion. 

Oshee
Oshee Polska is a Polish state-of-the art FMCG business, 
founded in 2007 and active in categories related to health 
and fitness. It owns the #1 brand in the sports drinks cat-
egory in Poland and sells other sports, vitamin, functional 
products focusing on natural and healthy products (2/3 of 
production in aseptic technology, without preservatives). 
It uses primarily contract manufacturing for products apart 
from Kinga Pienińska, the high-quality water producer, the 
Company acquired in September 2017. In 2018 an invest-
ment has been made by Kinga Pienińska in a new line, tri-
pling the capacity in PET bottles.

The Company sells over 90 million products per year (56 
product lines) and has a presence in 27 countries, with ex-
ports projected to becoming increasingly important during 
the investment period. It supplies 123,000 shops in Poland 
and is involved in at least 500 sporting and cultural events. 

The overall ESG risk for the Company is low but the risk 
of the water business is rated at low to medium. There 
are some low impact environmental risks, which are well-
managed. The level of social risk is also low and there are 
some significant opportunities relating to the healthy life-
style and products and significant community engagement 
of the business. There are some theoretical medium level 
reputational risks relating to the quality of the products 
and integrity of individuals and organisations endorsed by 
Oshee. These are mitigated by good management. Gov-
ernance risk is rated as medium. 

Given the sector in which the Company operates, it is rated 
as a borderline B/C for IFC/EBRD classification purposes. 
A drink production company would generally be rated B 
but the Company only produces water (20% of the busi-
ness) therefore it is primarily a distribution business, which 
would normally be allocated a C rating. In order to err on 
the prudent side, Innova has treated the business as a ‘B” 
risk.

Divestment 

There were no full divestments in 2018, Neomedic was di-
vested in Q2’19 but the exit status will be covered in the 
ESG 2019 Report.



Entry         Current 

               
   
                   
                                                            

                

                Environment
 
                   Neomedic                    4.00   2.44   3.00 
                    Energobit                    5.00   3.57  4.00 
                   Bakalland                    4.00   3.65   3.00 
                    PEKAES                    4.00   5.19   3.00 
                   Trimo                    3.53   3.58   3.00 
                   Netsprint                    2.20   2.10   2.00 
                   PeP                    3.09   2.89   2.00 
                   Flokk (Profim)              4.53               4.53              3.00
                   Average Innova /5     3.79   3.49          2.88
                    Inelo / OCRK                2.00   2.49   2.00
                   Oshee                    3.10   3.10   3.00
                   Average Innova /6     2.55   2.80          2.50
                   Average Innova          3.55   3.35          2.80

                    Social
 
                   Neomedic                    4.00   3.26   3.00 
                   Energobit                    5.00   4.45  4.00 
                   Bakalland                    6.00   3.81   4.00 
                     PEKAES                    5.00   4.51   4.00 
                    Trimo                    3.77   4.37   3.00 
                   Netsprint                    4.21   4.61   3.00 
                   PeP                    3.29   3.84   2.00 
                    Flokk (Profim)              5.70              5.70              4.00
                   Average                        4.62   4.32          3.38
                    Inelo / OCRK                3.00   3.46   2.00
                   Oshee                    3.19   3.19   3.00
                   Average Innova /6     3.10   3.33          2.50
                   Average Innova          4.32   4.12          3.20 

                    Governance
 
                   Neomedic                    6.00   3.80   4.00 
                   Energobit                    6.00   6.30  4.00 
                   Bakalland                    4.00   4.65   3.00 
                   PEKAES                  3.00   3.05   3.00 
                   Trimo                  5.15   4.80   3.00 
                   Netsprint                   7.55   7.25   4.00 
                    PeP                  5.65   4.45   3.00 
                    Flokk (Profim)             5.30              4.95              3.00
                   Average                        5.33   5.01          3.38
                   Inelo / OCRK                5.00   5.15   3.00
                   Oshee                    4.85   4.85   3.00
                   Average Innova /6     4.93   5.00          3.00
                   Average Innova          5.25   5.01          3.30 

                   [ scale of 1-10: low risk = 1 / high risk = 10 ]

ESG rating     Exit
(Target)
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Grupa 
Neomedic

Entry date: Oct 2012

Stake held: 70%

Neomedic’s clinics 
broke a new record 
with 7,607 births 
in 2018

Company Overview
Neomedic manages Poland’s largest private network of neonatology, 
obstetrics-gynecological hospitals, located in the south of the country 
(Kraków and Nowy Sącz, Małopolska region) and comprises outpa-
tient and primary care clinics offering access to professional and 
comprehensive medical care. 

Neomedic sold its clinic in Chorzow in 2015 and now operates in 
three units: a mainly publicly-funded Kraków hospital, outpatient 
clinic, and primary care units; Kraków-based fee-for-service clinic; 
Nowy Sącz-based hospital and outpatient clinic. More than 7,600 
births took place in the Group’s units in 2018.

Three ISO certificates were renewed in 2018 (Medikor Hospital, 
Medikor AOS, CMU AOS).

At the end of 2018, the company had 652 full time equivalent em-
ployees (2017: 619).
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Environment
The environmental risk rating was reduced to 2 (the exit 
target level) already in 2015. The risks are assessed at such 
a level that only monitoring of any environmental issues 
takes place (at least annually). The energy for the main 
hospital in Krakow is supplied by the local steelworks and 
any reduction in consumption would not have an impact 
on emissions. There are no other material environmental 
risks identified.

Social
There are no major social risks but several minor ones 
which have been addressed successfully. Following a drop 
in patient satisfaction in H1’17, resulting from capacity is-
sues arising from the number of births exceeding expecta-
tions, Neomedic invested in new capacity. The patient sat-
isfaction index level was restored to the previously high 
levels and these were maintained in 2018. 

A more significant risk relates to patient litigation. Three 
litigation cases were concluded in 2018 in favour of Ne-
omedic but two new ones were submitted for a higher val-
ue. No settlements were paid out in 2018 either directly or 
by an insurance company and the modest rise in litigation 
value outstanding (16% year-on-year) is considered satis-
factory given the market trend.

The 4% increase in births compared to 2017 is particularly 
pleasing, given that the general increasing in trend in the 

Polish birth rate appears to have been reversed in 2018 
(at least according to statistics issued relating to the first 
three quarters).

The KPI measuring the number of hours spent by doctors 
is recorded to try and identify issues with the availability 
of medical staff. The rise in this statistic in 2018 indicates 
that the level is even slightly above its historic level results 
from a conscious policy to increase the number of full-
time doctors, while reducing the number of consultants 
splitting their time between more than one clinic. Besides 
this indicator of increased loyalty of its doctors, the com-
pany overall had a staff rotation level of 8%, which is close 
to an optimal level.

Governance
The only remaining initiative outstanding prior to exit from 
the investment is the introduction of an audit committee. 

ESG Rating

The improvement of the average hours spent by doctors, the 
maintenance of the high level of patient satisfaction and the 
acceptable level of patient litigation have led to a reduction 
of the social risk rating in line with the original exit target.

ESG Indicators

• The patient satisfaction level was maintained at the levels 
achieved at the end of 2017, which followed capacity exten-
sion and increase in quality of equipment. These were re-
quired to accommodate the significant increase in births 
which has been visible for the last two years.

• The target for the change in value of patient litigation 
was more conservative in 2018 and recognised that the 
market trend in Poland is more litigation in the health care 
sector. The settlement of three cases in 2018 in favour of 
Neomedic helped the indicator to remain approximately 
in line with the target for 2018.

ESG Factors and Risks

ESG Ratings 

Environment 

Social 

Governance

                                      2017                      2018                     2019 Target

 

[ scale of 1-10: low risk = 1 / high risk = 10 ]

2                            2    2

4                            3                  3

4                            4                  4
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ESG Indicators                              2018 Actal       2018 Target

   

Patient satisfaction                           88%               88%

Change in value 
of patient litigation                        16%                15%

Average hours spent 
by doctors in hospital                        123                            115

No. of births                                      7,607                       7,338

Audit Committee 
and formalisation                                       No/Yes                Yes
of risk management 
process



• The doctors’ hours’ indicator has been mentioned above. 

• A small growth in births of only 1% was expected in 2018 
but instead there was 4% growth. Fortunately the addi-
tional capacity added in 2017 was able to cope with this 
increased demand.

• Innova is nearing an exit from Neomedic, having held 
the asset for almost seven years. It was decided that ad-
ditional governance initiatives would not be introduced at 
this stage and therefore the audit committee has not been 
implemented in 2018.
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Energobit

Entry date: May 2013

Stake held: 18.9%

Energobit recorded 
no work accidents 
in 2018

Company Overview
Energobit is a leading Romanian electrical engineering group fo-
cused on the provision of services and products for low, medium 
and high voltage networks. Its key business lines include turn-key 
projects for electrical networks, electrical engineering, produc-
tion of transformers, medium voltage cells and other electrical 
equipment, grid maintenance & repair services, and specialist con-
struction services. 

In Energobit the following ISO certification is in place in all group 
companies: SR EN ISO 9001/2015, SR EN ISO 14001/2015 and SR 
OHSAS 18001/2008.

At the end of 2018, the company had 678 full time employees 
(2017: 661).
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Environment
Following the suspension of all renewable energy projects 
by the Romanian government in 2013, the new policy in-
troduced in 2014 curtailed aid and effectively eliminated 
major development in this sector. Energobit completed its 
last major renewables project in 2015. It continues to pro-
vide maintenance services for already completed projects. 
 
The environmental risks are relatively low and relate pri-
marily to low level emissions, mainly attributable to of-
fices, and company vehicles. The vehicle fleet reduction 
and modernization is continuing with 52 vehicles being 
replaced by 25 lower emission vehicles in 2018. An overall 
reduction of approximately 50 vehicles is planned by the 
end of 2019.

Social
The zero accident record in 2018 is an important achieve-
ment. The company operates in a potentially high- risk en-
vironment and it is essential that health and safety issues 
are constantly emphasised to the employees. Communica-
tion between counterparties is a specific issue with regard 
to safety where close co-operation between power grid 
operators, Energobit, as project lead, and any subcontrac-
tors is vital to avoid any accidents when working on high or 
medium voltage installations.

The number of full-time employees increased by 2.6% in 
2018 although there was a small redundancy program 

which impacted less than 20 employees (less than origi-
nally planned). The company observed all legal and social 
obligations towards the employees but the economic situ-
ation of the company meant that it was not able to offer 
any enhanced benefits to leavers. In 2019 reductions in 
employee numbers are expected to be achieved through 
natural wastage.

Governance
There has been little development in 2018 with regard 
to the two cases brought by the Romanian Competition 
Council against Energobit. The company has challenged 
the Competition Council decision to impose a penalty, paid 
in 2018. The investigation was opened in 2015 and related 
to the distribution of electricity meters. There has been 
no progress to date with regard to the appeal lodged by 
Energobit. In 2017, a second case was opened by the Coun-
cil relating to alleged collusion during tenders with State 
entities. The company sees no basis for such accusation, 
particularly given the upgrade of procedures following the 
first case, and has submitted a rigourous defence of its po-
sition. Internal procedures are constantly adjusted to be 
in line with the most recent guidelines of the Competition 
Council.
 
After a long implementation process, having suffered 
budget constraints, the automation of project manage-
ment has finally been completed in 2018. This means that 
the efficient management of projects, the allocation of re-
sources and management reporting could all be improved.

ESG Rating

The environmental risk rating remains unchanged year-
on-year, although the positive impact of renewables and 
ESCO is no longer included as a compensating risk mitiga-
tor. The social risk has been corrected from 5 to 4, follow-
ing the clean safety record in 2018. Following the devel-
opments with the Romanian Competition Council in 2017, 
the governance risk rose to 6, although the company and 
Innova sees no case to answer regarding the most recent 
allegations issued by the Council. The final completion of 
the project management automation in 2018 has helped 
to reduce the governance risk but not sufficiently to move 
the indicator. 

ESG Indicators

• The achievement of zero accidents is targeted to be re-
peated in 2019.
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                                    2017                     2018                2019 Target

 

[ scale of 1-10: low risk = 1 / high risk = 10 ]

4                            4                 4

5                            4                  4

ESG Ratings 

Environment 

Social 

Governance 6                            6                  5



• Having completed the project automation implementa-
tion in 2018, Energobit is now targeting implementation in 
its construction subsidiary (ELM).

ESG Indicators                  2018 Actual     2018 Target    2019 Target

   

No. of accidents                     -              -       -

Overdue receivables
collection  (EUR m)                   2.60            2.0                         N/a

Project management 
automation                    Yes            Yes                         ELM
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Bakalland

Entry date: Aug 2014

Stake held: 64%

Bakalland is in the process 
of substituting regular 
palm oil in all its products

Company Overview
Bakalland is a leading producer in Poland of dried fruit and nuts as well 
as breakfast cereals, muesli and protein bars. In 2015, it was merged 
with Delecta, acquired by Innova already in 2014, which is one of the 
leading home baking, home cooking and dessert producers in Poland. 

The two companies form a strong and complementary group, with 
Bakalland the clear leader in its sector, and Delecta a strong second 
place player in its respective sector. The Group has four production lo-
cations in central and eastern Poland, which comply with BRC or ISO 
quality standards.

Bakalland holds ISO 22000 for its Wloclawek production facility and BRC 
Global Standard for Food Safety for the other three production plants.
 
At the end of 2018, the group had 754 full time equivalent employees 
(2017: 862)
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ESG Factors and Risks

Environment
The environmental risks have been confirmed as generally 
low. Environmental management processes are reviewed 
annually to ensure compliance with internal and external 
regulations.

All the production plants produce non-toxic emissions 
from their gas-fired heating plants but these are well with-
in limits agreed with the local authorities.

Energy consumption was below target in 2018 as a result 
of lower production levels. 

Food waste, like energy consumption, is an issue where 
ESG and economics have a common interest. Following im-
provement in raw materials management, the waste levels 
have been reduced in the last 12 months and are currently 
below target levels.

Water is a critical element in the production process for 
Bakalland. One of the production plants has its own pro-
prietary water supply and no main water connection. This 
has never presented a problem to date. There have been 
no problems with regard to water supply during the period 
of Innova’s investment.

Social
Having recorded eight work accidents in 2018, Bakalland 
is reviewing its health and safety practices and reinforc-

ing its training program in 2019. The general health and 
safety culture had been considered to be satisfactory with 
the risks from the nature of production being low to me-
dium. Moderately high temperatures and noise levels are 
recorded in the Bakalland cereal production process but 
sanitary inspection in the past have confirmed that noise 
levels are in line with regulations.

One significant issue observed during the post completion 
ESG audit at Bakalland related to supplier audits. A small 
percentage of Bakalland products are purchased from at-
risk countries (e.g. Iran, Egypt, the Philippines and Malawi). 
Following the ESG audit, the purchasing department has 
introduced additional checks and has also visited some of 
the high-risk countries. No new suppliers were introduced 
from at risk territories in 2018. It should be noted that no 
human rights abuses or other issues have been recorded 
with regard to Bakalland suppliers.

Sugar and fat content are both relevant factors for 
Bakalland products. Bakalland continues to be actively en-
gaged in research and development to reduce sugar con-
tent while maintaining taste. Healthy eating initiatives in 
progress or already implemented in 2018, include:

- Introduction of BIO Cranberries, diet bars, Protein bars, 
Fit grain flakes, Fruit Mug Fit and pumpkin and carrot muf-
fins (reduced sugar)
- Bars, flakes and protein bars (reduced fat)
- Substituting regular palm oil in all its products.

The company carries out regular tests on a statistically 
relevant number of input raw materials and finished prod-
ucts. All testing is carried out in line with domestic and EU 
food standards. No significant issues with regard to food 
safety or contamination have been reported in the last five 

years. For all key suppliers there are alternatives to ensure 
that there are no production breaks in the event of a sig-
nificant quality issue relating to a specific supplier. Hygiene 
levels are maintained at a high level within the production 
facility.

Governance
Although the Bakalland governance standards were not as 
high as the ones represented by Delecta, the combined en-
try risk rating was at a medium to low level of 4.

The Delecta code of conduct has been adapted and ap-
plied to the whole Group. Internal audit teams have been 
merged into a single unit.

There is no audit committee or formal risk map existing in 
the Group and the planned introduction of risk manage-
ment processes in 2018 has not been followed up. If these 
are introduced, it should lead to a lower governance rating. 

ESG Rating

The risk ratings have remained unchanged in 2018. The 
measurement of the relevant environmental KPI’s (energy, 
water, waste) remains too volatile to confirm if permanent 
improvements have taken place in the company. 

The social rating has already been reduced from the high 
entry level of 6 to 4, following satisfactory completion of 
the retrenchment process in 2015 and also the work al-
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ready carried out with regard to sugar reduction and re-
placement, supplier audits, and working conditions. The 
latter activities as well as food safety are continuous im-
provement issues which need to be addressed on an annu-
al basis to ensure the maintenance of the lower risk level. 

The governance rating target reduction relates mainly to 
the introduction of an Audit Committee and the comple-
tion of the risk management process.

ESG Indicators

• Energy consumption and level of water use targets have 
been set based on the forecasted energy consumption and 
taking into consideration the mix of product categories 
(factories). 

• Waste as % of total raw materials Indicator has been de-
termined based on 2018 year level. The effects of reducing 
the number of losses is offset against increasing the flex-
ibility of the product portfolio driven by clients. 

• CPMU - Bakalland undertakes a number of activities to 
improve the quality and safety of manufacturing process. 

Nevertheless, it is dealing with agricultural crops, which 
sometimes may not maintain uniformity. In Poland, grow-
ing consumer awareness means that complaint do not al-
ways relate to poor quality, but characteristics resulting 
from nature (single stalks or a different color of a single 
dried fruit or nut). Therefore, as part of the complaint in-
dicators, both the raw material issues and the consumer 
environment are taken into account.

• RFT - the target for this indicator has been determined 
based on the specifics of production, the last three-years’ 
statistics and consultations with the quality department 
(replaces CC number of customer complaints).

ESG Indicators         2018 Actual        2018 Target        2019 Target

   

Energy consumption 
(million kWh)                5.82       9.79                5.25

Level of water use 
(000m3)                   25.4        56.0               24.30

Waste as % of total 
raw materials               0.3%       0.9%               0.3%

No of customer 
complaints (CPMU) 
– retailers                                  144ppm    468ppm             468ppm

No of customer 
complaints (CC) 
– end customers             2.11ppm    1.65ppm             See RFT

Right First Time                 N/a         N/a                 99%
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[ scale of 1-10: low risk = 1 / high risk = 10 ]

4                            4                 4

5                            4                  4

ESG Ratings 

Environment 

Social 

Governance 5                            5                  3
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PEKAES

Entry date: Dec 2015

Stake held: 64%

Staff rotation 
is becoming a chronic 
problem for all players 
in the logistics sector 

Company Overview
Pekaes is one of the leading logistics operators in Poland and its origins 
date back to 1958. From 2004 until 2015, it was listed on the Warsaw 
Stock Exchange. In 2012, the company commenced a transformation pro-
cess, which has produced today’s modern, competitive logistic-intermod-
al business.

The company offers full warehouse logistic services as well as domestic, 
international, sea, and air freight forwarding and is able to ship world-
wide. In 2013, the company acquired the operations of one of the largest 
regional rail transshipment terminals at the border between Poland and 
the Russian enclave of Kaliningrad. In the same year an intermodal opera-
tor company in Central Poland with a strategic geographic location was 
acquired. 

Pekaes has valid certification for ISO 9001, ISO 22000 and ISO 28000.

At the end of 2018, the group had 1,174 full time equivalent employees 
(2017: 1,077).
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Environment
The environmental risk is low to medium. The company is 
an asset-light logistics business as it has virtually none of its 
own transport fleet. It focuses on pallet groupage business 
and intermodal business and it subcontracts almost all of 
its transportation activities. This means that the carbon 
footprint directly under its influence is relatively small but 
indirectly it controls one of the largest transportation ca-
pabilities in Poland. The company encourages its transport 
subcontractors to provide services as environmentally re-
sponsibly as possible and has been implementing a policy 
to upgrade their vehicles to eliminate the oldest, more 
pollutant category of traction units. This has succeeded in 
reducing the proportion of the fleet using the older trucks 
from 53% to 30% of the subcontracted fleet.

Pekaes is subject to environmental audits from two major 
retail clients, for whom it is a logistical provider. Following 
the initial audit conducted by the second client, the level 
of turnover with this client was increased. No issues have 
been reported with regard to the audits carried out by ei-
ther client.

A more direct environmental risk relates to the transpor-
tation, handling and temporary storage of ADR (danger-
ous goods) consignments. The company has many years 
of experience with regard to handling and transportation 
of ADR but it is being closely monitored both as a busi-
ness and ESG risk. In 2018, there was a single ADR incident 
relating to a spill of hydrochloric acid on the floor of the 

Poznan warehouse. Fortunately no injuries were reported 
and only damage to the warehouse floor was recorded. 
Additional training and instructions have been introduced 
immediately following this incident.

In the small number of premises owned by the company, 
all heating plants have already undergone conversion to 
gas. No material issues with regard to waste or effluents 
have been noted.

Social
The company employs a large number of mainly blue-col-
lar or administrative staff at a wide network of premises 
throughout Poland. The majority of the staff are employed 
on employment contracts, although the company uses out-
sourcing agency or short-term contracts to cover vacan-
cies in operations. Staff rotation remains a serious issue, 
particularly in the warehouses, and was 37% in 2018 com-
pared to 38% in 2017. The issue appears to relate mainly 
to remuneration levels as the company confirms that most 
staff leave for higher salaries. Pekaes salaries and bonuses 
will be increased in 2019 to try and counter the trend.

The number of recorded accidents fell from a high level of 
18 in 2017 to 15 in 2018. In 2018 there was a serious ac-
cident at the railway sidings operated by the company, as 
a result of which an employee lost part of his leg. Follow-
ing the accident, additional lighting was introduced at the 
location, discussions have been conducted with groups of 
workers, who may be at risk of such accidents, and super-
vision of the manoeuvering teams has been tightened. In a 
company of this nature, with well over 1,000 employees, it 

is very difficult to eliminate all accidents but a high priority 
of the company in 2018 is to reduce the number of acci-
dents below the level of 10 reported incidents. 

Governance
Primarily due to its size and history as a public company, 
the governance at Pekaes is quite robust.

There is not only a code of ethics (published on the web-
site) but also an Ethics Commission and a whistleblowing 
hotline. The warehouse managers enforce strong control 
processes and a zero tolerance policy ensures that fraud 
and theft is minimised. No cases were reported to the Eth-
ics Commission in 2018.

Internal audit monitors security procedures and is mainly 
operational rather than risk orientated. It reports through 
the Quality and Insurance manager rather than the Audit 
Committee.

Risk Management is also well-developed with the manage-
ment covering specific risk areas at each weekly meeting, 
with the intention of covering the whole risk map every 
month.

The website includes a formal declaration of the scope of 
CSR recognised by the company.

ESG Factors and Risks
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The environmental risk rating increased slightly in 2017 as a 
result of a soil contamination issue relating to the divested 
property and the recurring (though reduced) instances of 
ADR incidents. The number of ADR incidents was reduced 
to a single accident in 2018 but investigation of potential 
soil contamination remains an open item. It may be pos-
sible to regain the 4 rating in 2018, although the energy 
consumption is projected to rise in 2019 and the reduction 
of EUR 3 trucks has hit a barrier.

The social rating is unlikely to be reduced while the staff 
rotation and accident record remain high. 

The governance risk rating is already at the targeted exit 
level and therefore the emphasis here is on maintaining 
the quality and scope of processes at their current level.

• Transport subcontractors are under persistent price pres-
sure but it is becoming increasingly counterproductive to 
use old, polluting vehicles. However difficulties in obtain-
ing carriers in the market in Poland in order to serve larger 
volumes makes unrealistic a further reduction in the 2019 
target proportion of EUR 3 vehicles utilised.

• Although power consumption is not a material item in 
the company’s cost profile, the increase in the target con-
sumption for 2019 is significant and the management will 
be required to justify these levels, if they are incurred.

• The single ADR incident in 2018 means that the zero tar-
get for 2019 is justified (and highly desirable). 

• Staff rotation remains high and has been commented 
above. The target for 2019 may be difficult to achieve but 
even at the level of 30%, this would still be a disruptive 
issue in the business. As long as unemployment remains 
low, salary growth high and margins in logistics tight, this 
problem will need to be mitigated rather than solved.

• The management has a declared target of zero accidents, 
which was modified to <10 for the KPI and was significantly 
exceeded in 2018. The target has been retained for 2019 
and reinforced as a high priority following the serious ac-
cident last year.

• The Ethics Commission, despite having fraud and theft 
cases added to its remit, has not recorded any cases in the 
period of Innova’s investment.

ESG Indicators

ESG Indicators                                  2018  Actual                  2018  Target              2019 Target 

     
% EUR 3 or lower 
category in subcont. Fleet 30%          <40%                       30%

No. of ADR incidents                       1               -                             -   

Power consumption
(EUR k)                                         772             747                     1,100

Staff rotation                     37%            25%                       30%

No. of reported 
accidents (H&S)                       15            <10                       <10

Ethics Commission 
Incidents/Fraud Cases     -                  -                             -   
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[ scale of 1-10: low risk = 1 / high risk = 10 ]

5                           5                 4

5                            5                  4

ESG Ratings 

Environment 

Social 

Governance 3                            3                  3

ESG Rating



Innova Capital / ESG 2018 Report / 33



Trimo

Entry date: Mar 2016

Stake held: 98%

One-off hazardous 
waste volumes increased 
as a result of the closure 
of the paint shop  

Company Overview
Trimo is one of the leading providers of building envelope solutions, in-
cluding fireproof roofs and façades, glass curtain wall systems, and met-
al modular façades for non-residential buildings. The company’s major 
production facilities are based in Slovenia, but the products are mostly 
exported, and the business has a European presence through its own 
distribution network and agents.

Trimoterm panels are used in the construction of non-residential objects, 
including warehouses, production plants, health care and educational 
facilities. QBiss One combines aesthetics, design, functionality and rela-
tively low production cost and is used for low-raising office buildings, and 
showrooms as well as health care and educational facilities.

Trimo has valid certification for ISO 9001, ISO 14001 and OHSAS 18001.
At the end of 2018, the group had 576 full time equivalent employees 
(2017: 663).
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Environment
There is a high level of environmental consciousness at 
Trimo. Many of the products it sells are certified as ‘green’ 
construction products and this also influences the ap-
proach to its own environmental issues. The company has 
been ISO 14001 certified for a number of years, and there-
fore a formal annual review of environmental issues is pro-
duced. There is quite a wide range of relevant topics which 
need to be addressed at Trimo but the competence of the 
management approach means that much of the potential 
risk is mitigated. This is the reason for the low to medium 
environmental risk entry rating.

The company produces the following toxic air emissions: 
mineral wool fibres, wood dust, methylene diphenyl diiso-
cyanate (from the polyurethane process), volatile organic 
compounds, and gases from the combustion plant. All of 
these emissions are regularly monitored and are well with-
in permitted limits.

There are only very limited effluents resulting from the 
production process. Water is used for glass cleaning in the 
QBiss production process but there are no problems with 
waste water.

The company produces a wide range and quite high vol-
ume of hazardous waste. This includes polyol, isocyanate, 
mechanical oil, absorbents, oily rags, filters, fluorescent 
tubes, hazardous waste packaging, unreacted PUR foam, 
and batteries. The companies used for the disposal of the 

waste are all licenced to carry out such work, and Trimo 
maintains records of the certification of disposal of such 
waste. An Innova KPI is monitored relating to the volume of 
hazardous waste. The level of hazardous waste increased 
in 2018 but this was the result of the waste produced while 
closing down the paint shop in the steel frame production. 

The company tracks its carbon footprint. It relates only to 
the carbon generated during Trimo’s production process 
(i.e. it does not try to measure the carbon footprints of in-
puts from suppliers) and is produced as a single value of 
a number of tons of carbon. Unsurprisingly, the carbon 
footprint is highly correlated to the levels of production. 
The footprint was reduced significantly in 2017 and again 
in 2018 mainly as a result of lower steel production, after 
closing of non-core operation.

The two main products, QBiss and Trimotherm, contribute 
almost two thirds of company revenue and these are certi-
fied for the BREEAM (green construction) certificate.

Social
The company has completed a redundancy program in 
Q4’18. 45 people were involved in group lay-offs, the em-
ployees received the statutory minimum compensation 
plus extra compensation agreed with management (on 
average this was two monthly salaries on top of the legal 
requirements, the exact amount depending on the num-
ber of years with the company). No specific legal or social 
problems were reported during the implementation of the 
program.

With regard to health and safety, the company operates 
a formal zero accident policy, although this has not been 

realistic in the past. Innova requested the reporting of acci-
dents which result in more than one week’s absence from 
work. The accident rate increased slightly from six to 9 in 
2018. The management had been asked to take actions to 
reverse the increasing trend in accidents in 2017. Unfor-
tunately the accident rate has increased for the third year 
running in 2018. In total there were 14 accidents, with nine 
requiring more than a week’s absence from work. Steel 
production accounted for three of the more serious inju-
ries, therefore closing this operation should improve the 
safety record. However the panel production accounted 
for five of the serious injuries and this is where the man-
agement must urgently focus its main efforts in 2019.

In the past, employee satisfaction surveys have been car-
ried out but this has not been the case ever since the pe-
riod of bank administration. The new management may 
consider re-introducing these surveys.

The company has a subsidiary business, Tinde, which quali-
fies as a disabled employer under the Slovenian legislation. 
This is a separate production unit, selling about 80-90% 
of its production to Trimo. Technically, it is only minority-
owned by Trimo (part of it is owned by the employees). 
54% of the workforce of the subsidiary are registered disa-
bled workers (40% is sufficient to entitle the company to 
the disabled status) and the company benefits from tax 
breaks and subsidies, which are part of the tax regime in 
Slovenia to encourage the integration of disabled people 
into the workplace.

Trimo is a key employer in the small village of Trebnje 
(about 70 kms from Ljubljana) and sponsors the local hand-
ball team.

ESG Factors and Risks
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Governance
A relatively simple risk map has been introduced by the 
company and is being used to identify and tackle critical 
risks. However a comprehensive risk management process 
is not yet in place.

Trimo was the target of cyber fraud in its Serbian opera-
tions in January 2018. As a result of criminal activity, mon-
ey destined for Trimo suppliers was directed instead to a 
third-party bank account. Police and the bank involved 
launched forensic procedures to investigate the fraud. 
Control processes have been strengthened in the company 
subsequently and there has been no recurrence of such an 
incident.

The company currently has no code of ethics and a dead-
line has not yet been agreed for the management to imple-
ment this.

ESG Rating

All risks were medium to low on entry, with governance 
risk slightly higher than environmental and social. As men-
tioned above, the environment risk rating would be higher 
if it were not for the relatively advanced management pro-
cedures already in place. 

There was no change in the environmental risk rating level 
in 2018. Hazardous waste levels have risen but this was as 
a result mainly of the one-off event closing the paint shop. 
On the other side the carbon footprint fell significantly, 
which was related to the reduced steel production, but this 
was not considered to be a justification for reducing the 
rating.

The social rating increased but not visibly primarily as a re-
sult of the increase in the number of reported accidents. 
The 2018 redundancy program during the year was exe-
cuted without any repercussions and therefore this did not 
have a negative impact on the year end rating.

A reduction in the governance rating had been projected in 
2018 but the lack of a code of conduct and no formalised 
co-ordination of risk management means that this fall has 
not been realized and there is not plan at this stage to com-
plete these in 2019.

ESG Indicators

• The carbon footprint is being measured as a proportion 
of the key production volume. The reduction in 2017 was 
seen as a significant positive movement but it was expect-
ed to rise again in 2018. The reduction in steel production 
and the switch from oil to LPG for heating has resulted in 
the actual level of carbon produced in 2018 being well be-
low the target for the full year – and also well below the 
2017 level of 1.72 tons/m2. The target for 2019 is projected 

to increase at a slightly lower rate than the increase in fore-
cast production levels.

• Hazardous waste from ongoing activities has declined in 
2018 but the final volume for the year was distorted by the 
waste produced while closing down the paint shop in the 
steel frame production. 

• The company has reported that QBiss One and Trimo-
therm products are both BREEAM certified and the sale of 
these was above plan in 2018. 

• The number of accidents recorded increased again in 
2018, and this is a very worrying issue for Innova as the 
shareholder. The management has been asked to address 
this as a matter of priority to ensure that an improvement 
of the situation is evident in 2019.
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ESG Indicators                                                    2018  Actual        2018  Target        2019  Target

   

Carbon footprint 
– tons per m2 panel                             1.26             2.10                 1.26 

Hazardous waste (000 Kg)      21,582         22,000           22,000 

BREEAM products 
as % of total revenue                             71%             60%                75%

No.of accidents – resulting 
in > 1 week absence                                9                 3                     0 

Completion of risk 
mgmt process                       In progress           Yes                  N/a 

                                    2017                     2018               2019 Target

 

[ scale of 1-10: low risk = 1 / high risk = 10 ]

4                           4                 4

4                           4                  4

ESG Ratings 

Environment 

Social 

Governance 5                           5                 5



• The risk management has been developed to some extent 
with new financial risk management procedures and a ba-
sic risk map but it is not yet comprehensive enough or suffi-
ciently well-co-ordinated throughout the business to regard 
it as completed. 
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Netsprint

Entry date: Jun 2016

Stake held: 48%

The NetSprint accounting 
function was brought 
inhouse in 2018 

Company Overview
Netsprint Group, founded in 2001, is a leading player on the dynamically 
growing ad-tech space in Poland, applying proprietary technology and 
data to target digital advertising for the most relevant audience. The 
Group is composed of legacy business of NetSprint, specialised in data-
driven display advertising, LeadR offering e-mail marketing solutions and 
Adrino, which is a full stack solution for mobile web and in-app advertis-
ing, Whitepress, which is a branded content distribution platform and 
new addition – Way2Grow – programmatic yield optimizer.

At the end of 2018, the Group had 175 full time equivalent employees 
(2017: 200).
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Environment
The environmental risk is very low. The company has only 
office operations and these are not very large. In 2017 the 
Group relocated to a new green-certified office building in 
Warsaw.  

The business uses computer equipment which is sent to 
be recycled when it has been fully exploited. Most of its 
server capacity is outsourced, therefore, even emissions 
associated with these are not produced directly by the 
company.

Social
The social risk is medium to low. 

Staff rotation levels were impacted by a second redundan-
cy program in 2018. The majority of contracts were dis-
solved by mutual consent and the remaining leavers were 
compensated in line with statutory obligations.

Given the sector, in which it operates, the business has 
been obliged to carry out a significant amount of work to 
ensure that it is compliant with the new GDPR data protec-
tion regulations, implemented from May 2018. 

NetSprint also needs to take into account the legislation 
ensuring that advertising displayed on its platforms are not 
misleading for consumers.

Governance
There are still some areas for improvement in respect to 
governance. Although the main business has existed since 
2001, it still has many characteristics of a start-up, includ-
ing an entrepreneurial culture. This benefit has been at the 
cost of adequate governance. 

The company accounting, which was outsourced previ-
ously, was brought in-house in 2018. This improved the 
management reporting and internal control. It also helps 
to support the process of integrating acquisitions into the 
Group. There is no formal risk management and no audit 
committee. The organisation is quite small, although with 
five entities, quite complicated. No anti-bribery or anti-
money laundering procedures exist (although these are 
not expected to be material issues). Only some internal 
controls are documented. There was a general undertak-
ing to improve control and corporate governance following 
Innova’s entry but only a few initiatives have been imple-
mented to date. The restructuring of the Group in the last 
two years has meant that these initiatives will be imple-
mented when the overall business has stabilised.

Since the combining of the five entities under NetSprint, 
there has been an element of transfer pricing within the 
Group, although it is not a material part of the total Group 
business. 

There is virtually no environmental risk and this is only 
monitored on an annual basis to confirm that nothing has 
changed.

The social risk increased in 2017 as a result of the redun-
dancy program and the rating was maintained at the high-
er level in 2018, following a second phase of restructuring. 
It should return to the entry level of 4 when it is confirmed 
that there are no repercussions from the latest program.

Governance improved slightly in 2018, with the insourcing 
of accounting but remains at the very high rating level of 7. 
Reducing this to 6 should be a minimum target for 2019.

• Staff rotation was excessive due to the redundancies but, 
the company regards the non-redundancy related rotation 
level as normal.

• The split of the workforce by gender is quite well-bal-
anced, particularly in a business with an IT profile, which 
is often more dominated by men. The current interim CEO 
is female.

• There has been some progress with regard to governance 
in 2018 but the main areas still require additional work. 
The processes relating to co-ordination of the Group will 

ESG Factors and Risks

ESG Rating
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                                    2017                     2018                2019 Target

 

[ scale of 1-10: low risk = 1 / high risk = 10 ]

2                           2                 2

5                           5                  4

ESG Ratings 

Environment 

Social 

Governance 7                           7                 6

ESG Indicators



be a focus in 2019. There is currently no code of conduct, 
internal audit or audit committee. Risk management only 
exists at an informal level.
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ESG Indicators                                                    2018  Actual        2018  Target        2019  Target

   

Staff rotation                      30%         25%              15%

Male / female 
split of headcount                    60/40       60/40            60/40
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Centrum Rozliczeń 
Elektronicznych 
Polskie ePłatności
[ PeP ]

Entry date: Jun 2016

Stake held: 71%

Larger organization 
requires superior 
corporate governance
Company Overview
Centrum Rozliczeń Elektronicznych Polskie ePłatności S.A. (PeP) is a Pol-
ish payment services provider, established in 2010 and active in the of-
fline merchant acquiring market. PeP is the largest independent player 
in Poland. The company generates its revenues from service offered on 
the Point of Sale (POS) terminals, including: card payments processing 
fee, terminal rental sale of mobile prepaid/“eVouchers” and other value 
added services (bill payment, energy prepaid, loyalty cards). 

In May 2017, PeP completed its investment in DUE Kolporter (NeoTu) - 
owner and operator of payment terminals. Considerable levels of syn-
ergy were realized as a result of this acquisition. PeP and NeoTu were 
merged into one legal entity.

In March 2018 the Company completed the acquisition of PayLane, op-
erating in the Polish online payments sector, specialising in e-commerce 
and SaaS payment solutions. The acquisition brings online payment com-
petences to PeP as well as a National Payment Institution license.

In December 2018, PeP closed the acquisition of 100% stake in PayUp, 
the electronic payments division of Eurocash (the largest FMCG whole-
saler in Poland and active also in retail). In February 2019, PeP signed 
its fourth acquisition of Billbird, the bill payments and energy top ups 
provider.

PeP has no ISO certification but it does have a valid industry relevant 
PCI DSS certification, ensuring the security of card data. The certification 
is confirmed by an annual audit, which was most recently conducted in 
Q1’19.

At the end of 2018, the group had 413 full time equivalent employees 
(2017: 369). 
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Environment
The environmental risk is low. The company uses energy 
for relatively small office premises, including the compa-
ny’s own servers. It has a small fleet of company vehicles 
which will grow slightly as the sales force is being expand-
ed but emissions should remain immaterial. Given the low 
risk rating, it is considered sufficient that this is monitored 
annually by the appropriate risk managing body in the 
company and the low-level risk is confirmed once a year.

Social
Social risk is also low. About one third of the workforce 
was employed on the basis of contracts other than em-
ployment contracts but the proportion is falling. The non-
employment contracts mainly relate to staff involved with 
sales. Staff rotation has traditionally been very low (5% 
in 2016 and 2017) but jumped to 27% in 2018. This was 
primarily a result of the restructuring of the sales team 
and some back-office functions, following the acquisition 
of NeoTu in 2017. It is expected that the indicator will re-
turn to lower levels in 2019, although probably not the low 
rates recorded in 2016/17. 

The company has a strong HR function within the organi-
zation which also supports the changes in the group and 
helps to unify all segments of the business through its 
broad employee-related activities and trainings in the or-
ganisation.

In 2018 the company has performed a satisfaction survey 
for its employees for the first time. The results showed 
moderate (69/100) satisfaction of employees with their 
workplace. Necessary actions to address the most com-
monly suggested issues have been taken and the results 
will be benchmarked against a similar survey in 2019.

Governance
Governance was not regarded as a high risk on entry but 
there was room for improvement. As part of the initial 
phase of the investment case, PeP planned to sever its 
dependence on a bank whose transaction acquisition li-
cence PeP had been using. This required an application 
for its own Full Acquiring Licence from the Polish Financial 
Supervision Authority (KNF) and then subjecting itself to 
regulation by this body. In order to acquire such a licence, 
the company needed to enhance and improve the docu-
mentation for many of its internal processes. Therefore, 
a complex project addressing all the relevant governance 
issues was implemented immediately after entry to the 
investment. By the end of 2016 the company had already 
addressed the following procedures:

• Risk management (including environmental risk 
   assessment - confirmed as negligible)
• Employee complaints procedure
• HR Policy
• Code of Ethics (including regulation of gift acceptance)
• Whistleblowing policy

Subsequently the licence application was withdrawn, fol-
lowing the planned acquisition of a licenced online pay-

ments institution Paylane (completed in 2018) meaning 
that the Group has had an entity subject to regulation in 
2018.

The new processes have enabled the company to address 
many of the areas of weaker governance in a single exer-
cise. This process lost some momentum in 2017 during the 
complicated merging of the NeoTu into PeP. The low risk 
rating of 3 by the end of the Innova investment period ap-
pears to be still realistic.

Areas not covered or completed in the governance pro-
gram include: the establishment of an internal audit func-
tion, an audit committee and transfer pricing (a limited 
number of contracts with the minority shareholder, mainly 
relating to office premises).

ESG Rating

The environment rating is likely to remain unchanged un-
less the change in the company car fleet starts to have a 
significantly negative impact.

The social rating returned to 3 from 4 in 2017 as a result of 
the limited planned redundancy program being executed 
at the beginning of 2018 without any repercussions.

The governance rating was reduced in 2018 from 5 to 4, 
following the acquisition of a regulated entity and the addi-
tional compliance requirements being met in 2018. There 
is some risk to the 2019 governance risk rating, given that 
two acquisitions have been completed in 2018 and need to 
be fully integrated in 2019.  

ESG Factors and Risks
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The process of integrating NeoTu in 2017 delayed the risk 
reduction by 12 months. However, with significant merger 
experience gained by the organization, this risk is deemed 
considerably reduced. Exit is planned 2020/21 therefore 
there is time to achieve the level of governance to justify 
the exit target of 3.

ESG Indicators

It is particularly difficult to establish KPI’s for PeP as there 
are very few measurable targets which are relevant.

The single key ESG indicator in 2019 will be staff rotation, 
which is expected to return to a more normal level follow-
ing the redundancy program in 2018.
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ESG Indicators                                                    2018  Actual        2018  Target        2019  Target

   

Staff rotation                       27%           15%                 15%

Internal audit
process                                    Postponed       Introduced            N/a 

                                    2017                     2018                2019 Target

 

[ scale of 1-10: low risk = 1 / high risk = 10 ]

3                           3                 2

4                           3                  3

ESG Ratings 

Environment 

Social 

Governance 5                           4                 4
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Flokk / Profim

Entry date: July 2017 
(acquired by Flokk in Feb 2018)

Stake held: 10%

In 2018 Profim joined 
a group with an impressive 
pedigree in sustainable 
furniture production

Company Overview
Profim is a Polish manufacturer of office seating products and #1 market 
player in Poland, with a strong foothold in Germany as well as established 
branded export sales to a range of other geographies. It was established 
in 1994 by the founders who sold 74.1% of the company to Innova and its 
co-investor. 

The company manufactures products which meet high standards in terms 
of ergonomics, quality and design and is aware of the impact that its prod-
ucts have on the health, wellbeing and work comfort of users. 

At the end of February 2018, Innova signed an agreement with Triton to 
roll up its shares in Profim into a minority position in the Flokk Group. 
The transaction was completed in April 2018. Flokk is a leading manufac-
turer of high-quality workplace furniture in Europe, owner of the prod-
uct brands HÅG, RH, BMA, Offecct, Malmstolen and RBM. All its products 
are designed and manufactured with a minimum environmental impact 
in mind. Flokk describes itself as a pioneer in sustainability and seeks to 
produce its furniture with the lowest possible carbon footprint, no toxic 
chemicals and reduced use of non-renewable resources. Merging Profim 
and Flokk portfolio allows the creation of the biggest office seating group 
in Europe.
 
At the end of 2018, Flokk had 2,496 full time equivalent employees (2017: 
2,580). 
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Flokk has 40 years’ history of a structured focus on the en-
vironment, enabling it to be a leader in the development 
of sustainable furniture. It believes in a holistic approach, 
that goes way beyond the materials used. The materials 
used in its products are more than 95% recyclable.

Flokk has an approach called 5III, which refers to five cir-
cular design principles to create a sustainable lifecycle: 
https://info.flokk.com/sustainability/our-promise.

Together these principles help the company to reduce its 
carbon footprint and energy consumption, use fewer re-
sources and minimise waste and keep keeping people and 
the planet safer. The company publishes its own Environ-
mental and Energy Policy and is certified according to ISO 
14001:2015 and ISO 50001:2018. In addition to corporate 
certificates, each of the brands have many certificates 
of their own, relating to individual products. These cer-
tificates include Nordic Ecolabel Swan, Cradle to Cradle, 
GREENGUARD, Swedish Möbelfakta, AFRDI Green Tick 
and Environmental Product Declaration (EDP).

Flokk has continued since its acquisition by Triton its focus 
on sustainability matters and broadens this focus to in-
clude all elements of the environment, social responsibil-
ity and governance (ESG) agenda.  It has shared this focus 

with the acquired Profim operations. 

Environment
Environmental due diligence on Profim (performed by 
Ramboll Environ) found no evidence of non-compliance. 

However in this kind of manufacturing industry a theoreti-
cal risk of soil contamination may exist, given the history 
of the main production facility. Having that in mind, ex-
ploratory drilling to test the sites was conducted in the 
first half of 2018. The investigations performed by Ekolab 
in 2018 revealed some pollution in the soil but none that 
exceeds the soil quality standards specified for industrial 
sites (group IV).

The production requires permits for emissions arising 
from (i) electroplating, (ii) polyurethane usage and gluing 
and (iii) welding, grinding and painting. Only electroplat-
ing emissions require monitoring and at the last inspec-
tion there were no problems recorded. 

The company is a relatively low-level direct generator 
of greenhouse gases. Heating is provided from munici-
pal sources, although this has changed in 2018, with the 
conversion of its main premises to heating from its own 
gas-fired boilers. Logistics are outsourced therefore only 
very limited internal logistical operations directly gener-
ate greenhouse gases. 

The processes produce hazardous waste and effluent, 
which need to be treated and are subject to waste wa-
ter monitoring both internally and externally. The hazard-
ous elements comprise primarily nitrates, zinc, nickel and 
chromium. All effluents were in line with applied limits 
during the most recent monitoring.
 
The company produces general, hazardous and packaging 
waste, all of which require permits. All waste is recorded, 
segregated and processed in line with the necessary regu-
lations and permits. 

Forest Stewardship Council (FSC) certification applies to 
the wood used in the furniture, which is not a major ele-

ment in total raw materials. Other than this the company 
holds ISO 14001 (and 9001) certification.

Social
There was a relatively high level of accidents in 2015, 
which fell in 2016 but increased slightly again in 2017. The 
accidents are almost all of a minor nature. There is also a 
number of employees exposed to harmful or particularly 
harmful working environments. This implies the require-
ment of a zero-tolerance approach to health and safety 
issues, which may not currently be the case.

Part of the competitive advantage of Profim is lower la-
bour costs. This is quite normal, given that it has signifi-
cant exports to Western Europe. A small percentage of 
the workforce are earning the minimum wage.

From the list of Profim’s top 50 suppliers there does not 
appear to be a significant supply chain risk. The only non-
European direct sources are several Chinese suppliers and 
these are IKEA-approved businesses. 

When the power station decommissions in Turek, Profim 
will probably be the largest employer in the town, if it is 
not already. It engages to some extent with the commu-
nity, for example it has quite an active presence in local 
schools and sponsors local sports teams and activities. 

Governance
Given the size of the business, governance needs to be 
quite sophisticated. Many of the tools are in place, includ-
ing quite a comprehensive Code of Conduct which has 
been implemented just after the new management joined 

ESG Factors and Risks
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the company. This will be supported by the roll out of fur-
ther compliance/governance programs that are in place in 
Flokk. The previous owner was very hands-on and there-
fore some of the management systems are less sophisti-
cated than might be expected.

Additional development would be expected with regard 
to internal audit, risk management and training manage-
ment.

There is quite material transfer pricing in absolute terms, 
although not in the context of the size of the business. 
This was being addressed during the 2017 year end pro-
cess.

Insurance cover for a couple of key areas will be reviewed 
but this is not regarded specifically as an ESG issue.

The ESG rating process cannot be applied to Profim fol-
lowing the acquisition by Flokk. As a minority sharehold-
er it is not possible for Innova to access data in the form 
required to assess the risk rating.

• Initiatives implemented enabled waste volume to be 
maintained at the 2018 level despite increased produc-
tion volumes (+7%);   
                                                   
• Further initiatives planned to continue to reduce scrap 
continue to be introduced;          

• Further improvement of health and safety towards a 
zero accident goal by:                                                

- Involvement of all employees  
                                                       
- Strong commitment and leadership of the management                                                     

- Development of an accident prevention culture        
                                              
- A continuous system of audits and observations              
                                       
- Personal responsibility for safety

- Since 2015 there has been an approximate 70% reduc-
tion in TRR accident rate      

• Staff rotation increased slightly in 2018 however vari-
ous production improvement initiatives have been im-
plemented to address this issue.

• Days lost through absenteeism did increase during 2018 
however the planned payment system modifications have 
started and will be completed during 2019.  

• Risk management programme upgrades were pushed 
to 2019, when Profim will be integrated into the Flokk 
Group reporting including ERM.

ESG Indicators 2018  Actual                     2018 Target                     2019 Target
 

  
Hazardous waste 
volume (tons)      144.54                     <200                    <200

Scrap (tons)      476.66                     <500                    <500

Accident 
record - TRR                        5.14                            9                         2.99

Staff rotation        16%                         13%                       13%           

Days lost through 
absent staff/ total  
man days worked          3%                         <2%           <2%

Risk Management 
implementation          No                      Yes            Yes

ESG Rating

ESG Indicators
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                                                 2017                   2018 Target

 

[ scale of 1-10: low risk = 1 / high risk = 10 ]

         5            4

         6             5

ESG Ratings 

Environment 

Social 

Governance          5            4
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Inelo / OCRK

Inelo / OCRK 
is using office 
paper consumption 
as a simple tool 
to raise employee 
awareness 
of sustainability

Entry date: Apr 2018

Stake held: 37.5%

Company Overview
Inelo/OCRK is the leading provider of technology-enabled services for the heavy 
transportation industry. It focuses on work time management (WTM) solutions 
and telematics and fleet management. Its customers are Polish transportation 
companies, as well as international road inspection authorities. The company was 
established in 2002 and is based in Bielsko-Biała in southern Poland.
 
The company has built its position on its unique know-how in work time manage-
ment, which are activities related to analysing the data from tachographs to de-
tect potential lack of compliance with specific heavy transportation regulations 
as well as labour code requirements in different countries. Since starting the busi-
ness in 2002 it has developed relations with 29 regulatory authorities from 19 
European countries. 

The Company consists of two entities, which are separated due to potential conflict 
of interest between outsourcing and regulatory software: OCRK providing WTM 
outsourcing services and Inelo focusing on development of WTM software for 
transportation and outsourcing companies, as well as international transportation 
authorities and providing telematics services.

Inelo / OCRK is ‘C’ rated according to the IFC/EBRD risk classification.

The following IFC Performance Standards are triggered by the Inelo / OCRK’s opera-
tions:

PS1: Social and Environmental Assessment and Management Systems / applica-
ble to all portfolio companies                         
PS2: Labor and Working Conditions / no medium/high risks identified                
PS3: Pollution Prevention and Abatement / very low risk but employee 
awareness is being stimulated       
PS4: Community, Health, Safety and Security / no medium/high risks identified     

      

At the end of 2018, the Group had 451 full time equivalent employees of which 
305 are female and 146 male (2017: 447). 

The last ESG site visit to Inelo/CRK was in February 2018. 
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Environment
Inelo/OCRK operates a normal office-based service activity 
and therefore environmental laws and regulations are only 
relevant at the periphery of the business. 

Emissions should be limited to the vehicle fleet (office 
heating is supplied from the local municipal heating sup-
ply). There are a number of vehicles (79) in the fleet oper-
ated by the company.

The only noteworthy issue with regard to waste relates to 
the electronic units produced by the Group for installation 
in vehicles. The equipment remains the property of the 
Group but is used by the client. In order to meet the statu-
tory recycling requirements the Group pays a recycling 
levy, which effectively waives the obligation for recycling. 
If such equipment is returned to the Group they would 
dispose of the used equipment, along with their own of-
fice electronic and computer equipment. The recycling of 
OCRK’s and INELO’s equipment is carried out at INELO. The 
equipment is collected and sent for recycling yearly. The 
company works with a licenced providers of such services 
and receives confirmation of recycling. 

Social
A Works Inspector control from 2017 resulted in a recom-
mendation to improve the quality of lighting in the prem-
ises, which has been carried out, at some cost to the acous-
tic quality of the open plan part of the offices. 

The male/female employee split is quite heavily biased 
(68%) in favour of women in the Group, while women con-
stitute 86% of employees in OCRK. 

Staff rotation was quite high in 2018 (31%). This will be a 
focus for management in 2019 but there has been quite 
high rotation for several years and, given the current em-
ployment market and nature of the work, it will be difficult 
to reduce it to optimal levels.

All fixed period employment contracts were converted into 
indefinite period contracts in 2018. The previous structure 
could have resulted in minor legal issues and could be dis-
advantageous to employees in certain circumstances.

No significant redundancy programs are foreseen in the 
business case, although improved automation of part of 
the organisation is anticipated.  The level of employment 
has grown steadily during the life of the business, although 
this has been reversed in 2018. 

There is no formal employee grievance policy but manage-
ment operates an ‘open door’ policy. The company is not 
and has never been unionised.

There is no HR Director. The role is effectively divided be-
tween an HR/payroll administrator (payroll and HR admin), 
departmental management (recruitment and training) 
and management board (HR strategy and pay levels). The 
Group uses employee evaluation systems for all staff. 

The Group meets all health and safety standards and has 
virtually no accidents (zero in 2016, one minor accident in 
2017, another minor one in 2018). All accidents are record-
ed (including road traffic accidents involving Group vehi-
cles). Work at the Group is almost all white collar with only 
a small team (approximately 10 people) involved in assem-
bly of the telematic equipment. This involves soldering but 

no other even low risk type of activity. There is a dedicated 
health and safety officer, who ensures that all regulations 
are strictly applied, certification is up-to-date and who 
carries out internal training for all employees. There have 
been no issues with regard to inspections carried out over 
the last few years by the Works Inspector (most recently at 
Inelo in 2018). Fire safety has been a focus in H2’18 in order 
to raise precautions above the basic statutory level. 

The business has a car fleet of 79 vehicles and has not re-
corded any accidents in which an employee was injured. 
The Group is launching a service for its clients called Eco 
Driving, which teaches drivers safe and ecologically ef-
ficient driving techniques. This is also made available to 
drivers of company vehicles to make them safer and more 
efficient. There is no specific safety policy for drivers but 
certain standards are included in the company regulations 
relating to the use of company cars.

Governance
Although the level of risk is still relatively low, the more 
significant ESG issues in Inelo/OCRK relate to governance. 

There is a number of separate sources of rules and proce-
dures but no consolidated Code of Conduct / Ethics. This 
is currently in the process of being implemented. There is 
relatively little opportunity for the Group employees to be 
exposed to bribery or corrupt processes as the number of 
people able to take client acquisition or procurement deci-
sions is quite limited. There is no training currently as it is 
not perceived as a significant issue. The introduction of the 
code of conduct may help to clarify this issue. The code of 
conduct should also address the issue of a gift/entertain-
ment register, which does not currently exist.

ESG Factors and Risks
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The accounting team in both companies undergo specific 
training relating to money laundering. It is not considered 
to be directly relevant for other employees.

Financial systems are somewhat underdeveloped and risk 
management is limited. A specific issue was raised during 
legal due diligence relating to data processing procedures 
not being fully compliant. A complex project has been initi-
ated to ensure that the business was compliant with the 
stringent GDPR legislation enacted in May 2018. 

The dependence of the business on regulatory procedures 
gives it some limited political exposure, both at national 
and international levels. 

There are no suspicious government or political connec-
tions and the institutional connections are rather with 
transport authorities than ministerial bodies. The Group is 
regarded as an expert to be consulted with regard to trans-
port regulation and does not need to engage in lobbying 
activity on its own behalf.

There is no universal reference for corporate governance 
or control procedures. It would appear that segregation of 
duties is practised but it is not easy to verify this. A project 
may be considered to address the formalisation of controls 
in the business (procurement, sales acquisition, treasury etc.). 

ESG Rating

There is virtually no environmental risk and this is only 
monitored on an annual basis to confirm that nothing has 
changed. There are some minor initiatives relating to rais-
ing sustainability awareness among employees but this will 
not make any significant impact to the company risk rating.

There are no high-risk issues in the social category but the 
rating could in theory be reduced further if the business in-
troduces more active interaction with its local community 
and also improves overall risk management. There are no 
specific social initiatives yet underway to reduce the risk 
but the exit target risk is 2. If staff rotation persists at high 
levels, this could result in an increased risk level. 

The governance risk rating on entry is typical for an In-
nova investment. The company is quite efficiently run but 
requires some more sophisticated financial management 
and general corporate governance. The quickest way to 
reduce the risk rating would be the completion of the im-
plementation of the code of conduct and the first stage of 
a more formal risk management policy. Changes to these 
specific risk exposures could result in achieving the target-
ed rating of 4 at the end of 2019.

ESG Indicators

• Fuel consumption relates purely to the use of company 
vehicles. Sales activities are projected to increase signifi-
cantly in 2019 therefore the same consumption of fuel im-
plies an improvement in fuel efficiency.

• The paper consumption as an indicator is relatively 
meaningless in itself but its inclusion is intended to raise 
awareness and focus employee attention on sustainability.

• Staff rotation is at high levels in Inelo/OCRK. The 20% 
targeted reduction does not look very ambitious but will 
be quite difficult to beat unless market conditions change 
significantly in 2019.

• The two specific governance indicators are intended to 
drive the risk rating down from 5 to 4. It should ensure that 
the acceptable behavior is formalised into a code and the 
first stage of a risk management process should include 
the construction of the first risk map for the business and 
the adding of risk management to the Board agenda.
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ESG Indicators                                                    2018  Actual        2018  Target        2019  Target

   

Fuel consumption 
(000’s ltrs)                                             228            N/a                 228 

Office paper 
consumption 
(packets)                                             385            N/a                  308 

Staff rotation                         31%           N/a                  25%

Risk Management 
- Stage I                                              N/a            N/a                  Yes

Implementation 
of code of conduct                   In progress            N/a                 Yes

                                    2017                     2018                2019 Target

 

[ scale of 1-10: low risk = 1 / high risk = 10 ]

N/a                           2                 2

N/a                           3                  3

ESG Ratings 

Environment 

Social 

Governance N/a                           5                 4
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Oshee

Oshee’s brand 
focuses on the 
promotion 
of healthy lifestyles

Entry date: Dec 2018
Stake held: 37.3%

Company Overview
Oshee Polska is a Polish state-of-the art FMCG business, founded in 2007 and ac-
tive in categories related to health and fitness. It owns the #1 brand in the sports 
drinks category in Poland and sells other sports, vitamin, functional products 
focusing on natural and healthy products (2/3 of production in aseptic technol-
ogy, without preservatives). It uses primarily contract manufacturing for prod-
ucts apart from Kinga Pienińska, a high-quality water producer, the company 
acquired in September 2017. In 2018 an investment has been made by Kinga 
Pienińska in a new line, tripling the capacity in PET bottles. In 2019 Oshee ac-
quired Sonko, a healthy food producer with a leading position in several market 
categories in Poland, including dry bread and rice cakes. 
The company sells over 90 million products per year (56 product lines) and has 
a presence in 27 countries, with exports projected to becoming increasingly im-
portant during the investment period. It supplies 123,000 shops in Poland and is 
involved in at least 500 sporting and cultural events.

Oshee is ‘B’ rated according to the IFC/EBRD risk classification (although this 
relates primarily to the water bottling part of the business and the main part of 
the business would probably be classified as ‘C’ risk).

At the end of 2018, the Group had 431 full time equivalent employees (2017: 447).

The following IFC Performance Standards are triggered by the Oshee’s operations:

PS1: Social and Environmental Assessment and Management Systems
applicable to all portfolio companies                          
PS2: Labor and Working Conditions / no medium/high risks identified                
PS3: Pollution Prevention and Abatement / low risk                
PS4: Community, Health, Safety and Security / health and safety initiatives pro-
posed for the bottling plant but no serious risks identified
PS6: Biodiversity Conservation and Sustainable Natural Resource Management 
sustainable water management is important for part of the business
PS8: Cultural Heritage / the water bottling facility borders on a national park                  

Oshee holds a valid certification for ISO 22000.
The last ESG site visit to Oshee was in November 2018.
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Environment
Environmental risk is low in most of the company, with a 
slightly increased level in the part of the business produc-
ing and selling bottled water. The company outsources 
both production (water being an exception) and logistics 
therefore the environmental risks are restricted to low 
level office emissions in the HQ, a slightly higher energy 
consumption and very limited non-toxic effluents at the 
water production unit. 

Packaging and recycling is a significant issue but is effec-
tively outsourced through the payment of the recycling 
tariff. 
 
Environmental risk management is covered formally by ISO 
22000 (food safety management systems) and key issues 
are addressed by operational management. 

The only effluents are normal human waste and a very lim-
ited amount of detergent effluent from cleaning the pro-
duction equipment at the bottling plant. This is discharged 
into the mains drainage or in certain cases into the neigh-
bouring stream, a process for which the company has per-
mission.

There are low level emissions from the oil-fired boiler at 
the bottling plant, which is generally in operation from Oc-
tober to March or April. The company has no access to gas 
and little alternative power supply to the oil boiler. It is a 
relatively modern installation and the emissions are not 
measured either by the company or the authorities. At the 
head office in Krakow there are rented office facilities for 

approximately 80 staff. The Company has no direct influ-
ence over emissions from its Krakow offices.

The Group operates a resource conservation policy in terms 
of minimising water loss and also targeting waste in its 
packaging process. The water sustainability policy is criti-
cal to the bottling part of the business. Initiatives to opti-
mise both water and packaging usage could become more 
formalised in the future.
  
Direct waste is related primarily to the bottling process and 
consists mainly of surplus packaging. This is not considered 
to be a significant issue currently but clearly if more regula-
tory pressure is exerted with regard to plastic packaging, 
then this could change. No specific change in legislation is 
currently in progress. 

Sustainability of the water supply is a key issue for the busi-
ness. The company currently has access and rights to use 
12 springs near to its premises in Krościenko (this includes 
two pairs of springs, treated as a single source for operat-
ing purposes as they cannot be exploited simultaneously). 
It also engages in active drilling exercises to identify possi-
ble new sources in the vicinity. Oshee has long term rights 
to the water sources (expiring from 2022 to 2035). It has 
one additional spring, the exploitation of which is under-
going approval. The level of all of the springs is monitored 
automatically from the company’s offices to ensure that 
any single source is not over-exploited. The total resources 
available from these sources is 3-4 times the current pro-
duction levels.

The company has a formal audit process in place to on-
board and monitor key suppliers. The company is very 
aware of its brand strength and the reputation risk at-
tached to this. It therefore has well-developed quality as-
surance procedures with regard to its suppliers. Currently 

the audits relate mainly to compliance with the Company’s 
quality requirements but there could also be an opportu-
nity to create additional pressure on suppliers to improve 
their ESG performance.

The company has not considered tracking its carbon foot-
print. Its direct footprint is quite small and would be easy 
to track. The indirect footprint would be more demanding 
to measure and also quite high, given the large volumes of 
FMCG being produced and transported.

Social
The company has a non-discriminatory recruitment policy. 
It has a higher number of male employees at the produc-
tion plant and more female employees at the office in 
Kraków. Overall the gender split is close to parity.

In the past the production plant was recognised as an em-
ployer of disabled persons as it had more than the mini-
mum number of people registered as disabled to qualify 
it for special status. This status has changed in the last 12 
months since additional recruitment was required to man 
the new production line. The company still offers recruit-
ment opportunities for disabled people. Most, but not all 
the company’s premises, are disabled friendly. 
Responsibility for HR is shared between the CFO (‘hard’ 
HR, including payroll) and the HR Director, who reports di-
rectly to the CEO. There is no formal grievance mechanism 
in the business but the Company has a flat structure and an 
open door policy of management. 

The business has a good track record with regard to mini-
mizing risk of accidents at work. It has not had more than 

ESG Factors and Risks
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a single serious accident reported in the last three years.  
In the bottling plant it could improve the designated areas 
for forklift trucks and also provide more signage in areas 
where there is water on the floor and it is slippery under-
foot. There are high noise levels in the bottling plant and 
earplugs are recommended for use at all times. 

Oshee’s reputation is based on a sporty, healthy lifestyle 
and its sponsorship program underlines this approach. It 
sponsors individual clean-living sports personalities (e.g. 
Robert Lewandowski) as well as teams (Polish national 
football team) and events. The Company uses personality 
integrity checks and carefully worded legal agreements to 
protect its image when working with sporting stars. The 
ESG impact of its policy is to direct resources at a healthy 
lifestyle.

At the bottling plant, the Company engages directly with 
the local community to address any issues or fears which 
people may have with regard to the Company’s water ex-
tracting activity. It is currently preparing a presentation 
for the general public, describing the drilling and extrac-
tion process and addressing the concern of some local 
residents that the extraction could threaten the supply of 
water to their wells. 

Besides its healthy lifestyle image, the company has a very 
active approach to interacting with and donating to its lo-
cal community. It is involved in many local activities, in-
cluding schools, sport clubs and non-profit organisations 
and supports dedicated charities each year. In partnership 
with the SPRING Association, the Company created a limit-
ed edition of OSHEE RED ORANGE beverage. 5% of the rev-
enue from the product sales is donated to help the most 
needy families in Poland. Similarly 5% of the revenue from 
the sales of OSHEE Mineral Water “Divine Mother” edition 

was transferred to a care program for pregnant patients 
with cancer. 

The water production plant borders a national park. The 
company is well aware of its responsibilities in this regard 
and has never had any problems with the authorities.

High quality is essential for all Oshee products as repu-
tation can be very quickly damaged by even a relatively 
small scandal. The Company takes all customer complaints 
very seriously and is an agile user of social media both to 
identify and resolve potential consumer problems. At the 
water plant, water quality is controlled by numerous pro-
cesses. The latest bottling line (the third) is very modern 
and requires no human interference. Water at source is 
also tested regularly for bacteria and any other change in 
composition which could signal a problem. 

There is no formal road safety policy for drivers of com-
pany vehicles. This can be considered as a potential area 
of improvement.

Governance
There is currently no company code of conduct but com-
pany values are widely communicated. 

There is effectively very little scope for any opportunity for 
bribery, either giving or receiving. Today the FMCG sector 
is relatively free from this problem due to a couple of high-
profile affairs, which have discouraged criminal activity in 
this sector. It is however possible that training could be 
introduced as part of a general policy to upgrade training 
and career development policies in the Company.

Anti-money laundering policy is only really applicable 
when establishing a new key supplier or endorsing a new 
personality. More transparent checks can be established 
to ensure that this very low level risk is eliminated.

Given the extensive marketing activity, there is some risk 
that gift and entertainment policy could be a minor issue. 
Currently gifts or entertainment of PLN 100 (EUR 25) or 
above in value are considered material but there is no for-
mal register.

The Company has no direct dealings with government but 
is a co-sponsor of the Polish Football Association.

Although the company is quite typically entrepreneurial, 
the management has ensured that the business is well-run 
and free of major risks.  Such a large business considering 
further expansion and a possible public listing as a poten-
tial exit, will need some strengthening of corporate gov-
ernance.

Operational control is quite tight in all key areas but risk 
management is not at the expected level taking into ac-
count the entrepreneurial nature of the business. The in-
troduction of a Supervisory Board and more disciplined 
governance should create a better formal basis for effec-
tive risk management.  

The Company has introduced new processes to deal with 
the GDPR legislation. The main impact is on data relating 
to employees. 
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ESG Rating

The key environmental risk relates to sustainability and ap-
propriate treatment of the water supply required by the 
bottling plant. As long as this remains tightly under control 
there should be little concern with environmental risk rising. 

On the other hand it will be difficult to reduce the envi-
ronmental risk below the already low level of 3. If the leg-
islation relating to plastic packaging is tightened then the 
drinks part of the business may need to adapt its business 
and the risk rating may need to be reset. Currently the 
packaging and recycling risk is not regarded as a direct risk 
of the business itself. 

ESG Indicators

Environmental risk mitigation initiatives currently being 
considered include:

• Improvement of the image in Krościenko and co-exist-
ence with the local community.

• Implementation of measurement of carbon footprint.

• Project to raise environmental awareness amongst em-
ployees.

• Upgrade HR processes, including „grievance mechanism”.

• Project to improve the social sphere of employees in 
Krościenko.

• Introduction of minor health and safety initiatives. 

• In March 2019, the Supervisory Board of OSHEE was ap-
pointed, which will amongst other initiatives consider im-
proving the areas of corporate governance.

                                    2017                     2018                2019 Target

 

[ scale of 1-10: low risk = 1 / high risk = 10 ]

N/a                           3                 3

N/a                           3                  3

ESG Ratings 

Environment 

Social 

Governance N/a                           5                 4
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06.
Innova Capital’s 
Responsible 
Investing Policy

 

Innova Capital’s Code 
of Conduct contents: 

1. Introduction 

2. Innova Capital Seven 
Core Values 

3. Innova Capital Conflict 
of Interest Policy 

4. ESG Assessment 
and Management System 
Reporting

Innova Capital’s 
Code of Conduct
1. Introduction

The code contains guidance in 
the areas of responsible invest-
ing, ethical behavior, personal 
integrity and compliance with 
Innova Capital’s Seven Core Val-
ues which have not changed since 
inception. The Code of Conduct 
sets high ethical standards and 
requirements for all who act on 
behalf of Innova Capital. 

Acting within the rules of law of every jurisdiction in which 
Innova Capital operates is a priority. As a member of the In-
vest Europe Association (ex-EVCA), Innova Capital is obliged 
to observe the Association’s Code of Conduct, which offers 
detailed guidance with regard to issues requiring exercise 
of professional judgment in a typical private equity environ-
ment. Innova Capital seeks to set consistently high standards 
of ethical behavior. The Invest Europe’s Code provides a for-
mal basis for Innova’s principles of ethical behaviour and the 
procedures for encouraging conduct in line with the Code 
while discouraging practices or actions not in line with the 
Code. 

The objective of this part of the document is to state 
the requirements of personal conduct and business 
practice for all Innova employees and investment 
professionals as well as the board of directors 
of Innova related companies and Investment 
Committee members (“Supervised Persons”).  
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Integrity 
In life and in business it is advisable to interact with other 
people on the assumption that you will meet and do busi-
ness with them at least one more time. Clarity, reliability 
and honesty are useful attributes when establishing a basis 
of integrity. It may be difficult, but also in times of conflict 
and dispute these qualities should be maintained. Superior 
individual and collective skill is always preferable and will 
succeed in the long run over attempts at manipulation and 
deception. To err is human and mistakes should be recog-
nized promptly and managed rather than avoided. 

Keeping promises
A legal obligation should not be necessary in order to en-
sure that promises are kept. Promises should be given the 
same weight as written contracts. However promises must 
be clearly communicated and both sides involved have a 
duty to ensure that the counterparty understands the 
promise made and accepted. Equally making empty prom-
ises is unethical. If there are good reasons to believe that 
the promise cannot be kept, then it should not be made.

 
Conflicts of interest 
Conflicts of interest should be diligently identified and dis-
closed to all parties concerned. Certain conflicts may be 
governed by contractual arrangements and processes have 
been developed to deal with them. However members of 

the managing board of an organisation should always be 
alert for new potential conflicts of interest and they must 
be communicated to the appropriate parties. The appro-
priate party would be the Compliance Officer if no other 
party is specified. 

Playing by the rules
 
This may be regarded as the same as obeying the law but 
from an ethical point of view the spirit as well as the let-
ter of the law needs to be respected. In addition different 
countries and different cultures have different, not always 
written, rules and these also should be respected.

Maintain confidentiality 
Fund managers and portfolio companies regularly have ac-
cess to sensitive market information from various sources 
and such information should not be disclosed inappropri-
ately. 

Not harming the reputation 
of private equity industry 
Competitive advantage is a key to success in business but it 
should be earned and used in a responsible manner without 
inflicting damage or harm. 
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2. Innova Capital 
Seven Core Values
1. Drive for Success: We seek situations where we and 
executive management can develop a clear vision and 
share the single-minded determination to achieving it. 

2. Commitment to Excellence: In an intensely competi-
tive world, excellence in everything we do is the only 
safe haven.

3. Mental Agility: Drive and commitment are blunt 
instruments unless thoughtfully directed. We work to 
develop creative “win-win” solutions that will get all 
stakeholders behind our efforts. 

4. Teamwork: We aspire to create an environment in 
which exceptional people outperform their own abili-
ties. This is only possible through exceptional team-
work. 

5. Mutual Respect: We recognize that there are many 
paths to success. We listen with understanding, and we 
communicate openly, honestly and directly.  

6. Do the Right Thing: We always seek to establish a 
position of power for our portfolio companies. But the 
burden of power lies in how you exercise it. Our credo 
for business is “do what you should, not what you can”. 

7. Fun: We and the management teams work hard and 
long hours. It has to be fun at the same time. 
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3. Specific Innova 
Capital policies  

All Supervised Persons will 
strive to avoid any conflict of 
interest between the interests 
of the Group (Group defined 
as Innova Capital Limited, its 
related companies and funds 
managed by those) or individual 
parts thereof on the one hand, 
and personal, professional, 
and business interests on the 
other. This includes avoiding 
actual conflicts of interest 
as well as the perception 
of conflicts of interest.  

The purpose of this policy is to protect the integrity of 
the Group’s operations and decision-making process 
and to give stakeholders confidence in its integrity. The 
policy should incorporate practical implementation of 
the relevant clauses referring to conflicts of interest in 
the Limited Partnership Agreements (“LPA”) to which 
Group entities are party. 

Each general partner, investment adviser and its offic-
ers will be guided by good faith judgement as to the 
best interests of the funds and shall take such actions 
as are determined by the general partner or the invest-
ment adviser, as the case may be, to be necessary or 
appropriate to avoid or diminish such conflicts of inter-
est and report them properly in the organization and to 
Advisory Boards/Investor Committees in Innova Funds. 

Examples of potential conflicts of interest include: 

• Any situation in which a fee or expense is charged and 
could be allocated to the investment adviser and/or 
more than one fund. 

• Due diligence or other deal expenses, which may need 
to be allocated amongst funds, the investment adviser, 
co-investors and/or co-investment vehicles. 

• The allocation of co-investment opportunities or in-
vestment opportunities between more than one fund 
advised by the Group. 

• Access to non-public information during due diligence 
or portfolio board meetings. 

• Relationships with investment bankers and other un-

affiliated parties for whom contractual incentive meas-
ures could create conflicts of interest. 

• Communication of performance information. 

• Valuation methodology can create a conflict, in par-
ticular if it is not applied consistently and transparently. 

• Appointment of relatives or personal acquaintances 
of Supervised Persons. 

• Acceptance of inappropriate gifts, including services 
in exchange for favourable treatment. 

• Associates with shares or positions of authority in an 
entity, which may be awarded a contract to do work, 
provide services or be the target of an investment tar-
get. 

Managing Conflict 
of Interest Situations  
Upon appointment to any Group board or staff posi-
tion, an individual may be requested to disclose any 
interests, such as relationships, and posts held, which 
could potentially result in a conflict of interest. There is 
a blanket ban with regard to trading by Investment Pro-
fessionals in the shares or financial instruments of any 
publicly quoted or private entity, which is in the Group 
portfolio, may be targeted as a potential investment in 
the near future or is a business materially associated 
with such an entity. 
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No one must work on or deal with any matter in which 
they themselves, their spouse, partner, close relative, or 
any other person with whom they have close relations, 
has a direct or indirect financial interest. Nor may the su-
pervised person work on or deal with any matter where 
there are other circumstances that might undermine trust 
in the investment professional’s own impartiality or to the 
integrity of the work. All supervised persons have an obli-
gation to act in the best interests of Innova. 

In the course of meetings or activities, board members/
investment professionals will disclose any interests in 
a transaction or decision where there may be a conflict 
between the Group’s best interests and board members 
best interests or a conflict between the best interests of 
two organisations in which the board member/invest-
ment professional is involved. Any such disclosure will be 
noted in minutes and the board member may be required 
to withdraw from the meeting or activity. 

Any investment being proposed for more than one fund 
within the Group (excluding Friends of Innova funds, 
which always invest in parallel to their parent funds) will 
automatically be referred to the Advisory Board / Investor 
Committee of the relevant funds.

Asset valuation and performance reporting is governed by 
strict reporting and valuation policies, which are reviewed 
regularly by multiple internal and external parties.

Confidentiality 
Strict confidentiality regimes are maintained in all areas of 
the Group, which guards against the use of sensitive infor-
mation against the interests of members of the Group. All 
supervised persons are obliged to sign the confidentiality 

agreement as a part of an advisory or employment agree-
ment. Proprietary and confidential information generated 
and gathered in our business is a valuable Innova asset. 
Protecting this information is critical to Innova’s reputa-
tion for integrity and its relationship with its clients, and 
ensures compliance with the complex regulations govern-
ing the financial services industry. 

Gifts, Hospitality and Expenses 
The purpose of entertainment and gifts in a business 
setting is to create and enhance goodwill and working 
relationships to better serve the Company’s clients and 
investors, and not to gain an unfair business advantage. 
Specifically, no gift, entertainment, or preferential treat-
ment should ever be solicited, provided or accepted by an 
individual unless (i) it is a non-cash gift, (ii) it is consistent 
with customary business practices, (iii) it is not excessive, 
(iv) it cannot be construed as a bribe, payoff or kickback, 
and (v) it does not violate any laws. 

Correct Information, Valuation 
and Reporting 
Asset valuation and performance reporting is governed by 
strict reporting and valuation policies, which are reviewed 
regularly by multiple internal and external parties.  

Fair Competition and Antitrust 
Laws 
Innova will compete in a fair and ethically justifiable man-
ner within the framework of the anti-trust and compet-
tion rules in the markets in which the Company operates. 

Equality and Diversity 
Innova will show respect for all individuals and make 
active efforts to ensure a good working environment char-
acterized by equality and diversity. 
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4. ESG Assessment 
and Management 
System Reporting
Innova Capital generally invests in companies with low 
or medium environmental and social risks. It is there-
fore frequently the case that more value can be created 
for stakeholders of the investee company by focusing 
on governance initiatives. 
Environmental, social and governance are allocated ap-
propriate resources in accordance to the risk and op-
portunity assessed. For this reason, Innova does not 
always refer to ESMS because this would exclude an im-
portant element of the management system practiced 
by the Fund Manager.    

Innova Capital should be aware of the level of ESG risks 
and opportunities at each individual portfolio company. 
The Group has established a framework of basic issues, 
which must be reviewed during due diligence and mon-
itored during the period of the investment. The Fund 
will test each portfolio company’s formal and informal 
attitude towards: 

• Environmental issues 
• Social concerns
• Corporate Governance

These topics represent the framework for Innova Capi-
tal’s examination of each company but the analysis will 
be tailored for the sector and specific business. 

At all stages of the investment, Innova Capital will use 
third party expertise to address significant problems or 
opportunities, which require a deeper knowledge of cer-
tain areas. 

It also uses Global Reporting Initiative (GRI) Sector Guid-
ance where appropriate, particularly in areas such as fi-
nancial services and media, the risk of which would nor-
mally be perceived as lower than some other sectors. 

A clear policy with regard to responsible investing and 
ESG issues is a completely rational business practice. 
Aside from the reputational benefits, a robust approach 
towards responsible investing and ESG over the whole 
life of the investment creates value for both our inves-
tors and all other stakeholders of the investee compa-
nies. This may be particularly relevant in Central Europe, 
where many exits are conducted through sales to strate-
gic investors from Western Europe. A Central European 
business, which meets all the expectations of western 
investors with regard to ESG issues is more likely to gen-
erate a premium on divestment.

Pre-investment stage
• Key ESG issues are identified already at the ‘Deal Alert’ 
stage where a decision on committing resources to a due 
diligence process needs to be taken. If ESG risks for a 
particular investment do not fit the Innova Capital ESG 
risk profile then the investment should be rejected at this 
stage;

• ESG issues are included in the Innova Capital due dili-
gence framework, which is used for establishing the due 
diligence process and briefing advisors;

• If there are significant ESG issues, typically related to 
specific environmental or social risks, these would be ex-
amined by specialist advisors;
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Environmental issues 

• Adherence to environmental laws 
   and regulations and any risks of non-adherence 
• Emissions of noxious and greenhouse gases 
• Conservation of energy 
• Waste treatment 
• Water Usage
• Sustainability

Social concerns 

• Health and safety 
• Equal rights / diversity 
• HR policy 
• Supplier monitoring 
• Consumer rights
• Redundancy programs 
• Ethical codes

Corporate Governance

• Internal procedures and controls 
• Transparency (with regard to reporting) 
• Possible exposure to corruption
• Executive Compensation 
• Ethical code / code of conduct 
• Possible exposure to political influence
• Tax and structuring issues



• There is a separate ESG section in the Deal Status Report 
(DSR), which is the key document for the Investment Com-
mittee and General Partner when recommending a new in-
vestment. This includes risks to be mitigated or perceived 
opportunities built into the deal base case;

• The Innova Audit and Risk Management Committee, 
which has a remit to monitor ESG is informed of ESG issues 
reported in the DSR and is obliged to raise any risks it per-
ceives not being aligned with the established Innova Capital 
risk profile;

• It is possible, although unusual in practice, that a pros-
pect, having undergone due diligence, carries such a signifi-
cant ESG risk that it would be disqualified from entering the 
portfolio.

• Additional information is obtained from portfolio compa-
nies using a tailored questionnaire and interviews with the 
company. Fund Operations carries out this exercise normal-
ly with the CFO of the portfolio company and the support 
of the deal team;

• Using data from the questionnaire and interviews, the 
ESG risk and opportunity is rated using a standard, inter-
nally developed scoring system.

• ESG objectives for the life of the investment are estab-
lished and targets for the current period incorporated into 
the budgeting process;

100 Day Plan
The framework of the 100 Day Plan is constructed prior 
to a decision to proceed with closing a transaction. 

Details are supplied between the signing of binding con-
tracts and completion. This means that on completion 
(or exceptionally already earlier) the 100 day plan can be 
executed immediately.

• A section relating to ESG is included in the 100 Day Plan;

• Responsibility for the execution of ESG objectives, identi-
fied during due diligence and quantified during the 100 day 
plan, will be allocated to specific managers and deal team 
members.
  

Post-investment stage
Having already established the levels of risk and opportuni-
ties, areas for monitoring and improving specific issues and 
having allocated responsibility, ESG matters are treated 
in the same way as any other part of the business during 
the investment period. Goals established during due dili-
gence and the 100 Day Plan are monitored and adjusted 
as required. New issues arising are addressed by the board 
to which Innova Capital will appoint directors and also 
through ESG reviews carried out directly with managers of 
the company. Specific ESG procedures executed during the 
investment period include:

• Annual setting of a limited number of ESG-related objec-
tives (within the context of the overall ESG objective set in 
the deal base case);

• Reporting of ESG Key Performance Indicators;

• Inclusion of ESG matters on the agenda of at least two 
board meetings per year, regardless of whether or not spe-
cific issues have emerged;

• Holding at least one meeting annually between the In-
nova Capital CFO and the responsible company officer of 
the portfolio company (usually also the CFO);

• The Fund reporting ESG issues in the quarterly reports 
to investors and revising objectives and ratings on a semi-
annual basis;

• The Fund producing a detailed annual ESG report, which 
includes fund level policies and short reports relating to 
ESG issues in the portfolio companies;

Exit
• ESG data is included in any vendor due diligence exercise;

• Detailed ESG information and progress with regard to 
specific issues is available to investors and other possible 
interested parties (insurance, banks, buy side advisors etc.).

In order to expand and reinforce its activities in this area, 
Innova Capital undertook to expand its policy and report-
ing and became an active signatory to the UNPRI program 
in 2016. In addition the Group takes its obligations seri-
ously as a member of Invest Europe and specifically the re-
sponsibilities with regard to adhering to the association’s 
Code of Conduct. This is enhanced by explicit adherence to 
the principles expressed in the UN Global Compact, the UN 
Guidelines Against Corruption and the OECD guidelines for 
Corporate Governance. Participation in those initiatives 
constitutes a formal recognition of Innova Capital’s inter-
nal value set. Another step confirming our focus on ESG is-
sues is the creation of this dedicated Responsible Investing 
and ESG Annual Report.
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07.
ESG Reporting 
and Impact Assessment  
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In its annual ESG report, Innova 
Capital is looking to provide a full 
overview of:
• the ESG risks and opportunities identified in individual port-
folio companies;

• the progress made to date to mitigate certain risks and take 
advantage of opportunities;

• any important developments in the course of the previous 
year and actions taken to address them;

• confirmation of the Innova ESG rating levels along with 
measurable KPI’s for each company;

• objectives set for the following year;

• ESG KPI’s, measuring actual performance as well as target 
indicators for the next year.

In 2015, Innova Capital introduced for the first time a limited 
number of measurable ESG KPI’s to its portfolio companies. 
These are included in the portfolio company ESG overviews for 
this annual report and KPI targets are published for 2019.

Innova ESG Rating System
The aim behind the creation of ESG reporting was to find a 
method to provide a measurement of progress made during the 
life of the investment. The introduced methodology evaluates 
the ‘soft’ data gathered as the ESG issues are often non-financial 
and difficult to measure. The intention was for the process of 
gathering data not to be overly time-consuming for the portfolio 
companies.

The methodology implemented used a detailed questionnaire. 
This has been based on formats used originally by CDC and Actis 
but refined to require only ‘yes/no’ answers from portfolio com-
panies. The questionnaire can generally be completed in one 
and a half to two hours by the portfolio companies. The results 
are then used during a meeting with the companies, when the 
major risks and opportunities are clarified and additional infor-
mation is gathered. Based on these, the companies are rated for 
each environmental, social and governance risk. An extract from 
the rating table is presented later in this section. 

The categories evaluated are related directly to the sections in 
the detailed questionnaire. The weighting factor reflects the im-
portance of certain categories. This was agreed using consensus 
within the Innova Capital investment and fund operations team 
and took into account both the portfolio and the region in which 
Innova operates. The weighting factors are reviewed annually by 
the GP Audit and Risk Management Committees to ensure that 
there are no anomalies and that certain weightings have not be-
come more or less important. The risk level is then assessed by 
fund operations and agreed with the investment team respon-
sible for the portfolio company. The GP Audit and Risk Manage-
ment Committee is also charged with the high level supervision 
of the ESG process.

To improve the assessment process, ‘special factors’ were intro-
duced. On one hand, this introduced a more subjective bias into 
the calculation (in addition to the weighting factors, which have 
less potential impact on the final score than the special factors). 
On the other hand, the factors created better focus on risks and 
possible mitigations or opportunities. 

Consequently, the creation of objectives for the business was 
simplified, and efforts can be made to eliminate some, or all, 
of the special factors. In certain cases the special factors would 
relate more to the nature of the business or the sector in which 
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it operates. It could therefore have a permanent nature, 
increasing the risk of a portfolio company in this particular 
category. 

The example used in the table presented relates to the en-
try rating table for Profim (now Flokk). The special factors 
evaluated in this rating relate to:

• Specific hazardous wastes from the furniture production 
process, for which the management controls were not fully 
clear;

• During the due diligence there was a discrepancy be-
tween the amount being used and the contracted level of 
usage with the local water supplier. This special factor was 
introduced pending clarification of this situation;

• There was an unusually high lack of male/female parity 
in the workforce. A special factor was introduced while the 
reasons behind this anomaly were investigated;

• Health and safety was a particular area of attention due 
to the high level of minor accidents in the previous periods

• Retrenchment is frequently an area where a special fac-
tor is registered if the risk of significant group redundan-
cies are pending or possible;

The first assessment of each portfolio company establishes 
not only an entry rating, but also a target ‘exit’ rating. This 
reflects specific and more general objectives, which the 
deal team, fund operations and the company establish to 
achieve during the life of the investment. Every six months 
the current rating is reviewed and reported to investors in 
the Innova quarterly report.
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                     Compliance with local laws                                                                               20%                                                2   0.40 
 International environmental conventions and standards                                      5%                                                2   0.10 
 Risk Management                                                                                                     10%                                                7   0.70 
 Environmental track record                                                                               15%                                                3   0.45 
 Effluents                                                                                                                           10%                                                5   0.50 
 Emissions                                                                                                                           10%                                                5   0.50 
 Resource conservation                                                                                                        5%                                                7   0.35 
 Waste management                                                                                                       5%                                                5  0.25   0.50 
 Water use                                                                                                                             5%                                                3  0.25  0.40 
 Biodiversity                                                                                                                            4%                                                3   0.12 
 Sensitive forests                                                                                                                    3%       5                                       0.15   
 Climate change                                                                                                                      4%                                                4   0.16 
 Supply chain                                                                                                       4%                                                5   0.20          
                                                                                                                                                                   100%                                               0.50   4.53 
                      
                     Compliance with local laws                                                                                                15%                                    3   0.45 
 Minimum wage                                                                                                       5%                                                 6   0.30 
 Discrimination                                                                                                       5%                                                5  0.25  0.50 
 Representation                                                                                                       5%                                                6   0.35 
 Vulnerable labour                                                                                                       5%                                                2   0.10 
 Human resources                                                                                                     10%                                                6   0.60 
 Risk Management                                                                                                     10%                                                7   0.70 
 Health and safety track-record                                                                               10%                                                7  0.25  0.95 
 Supply chain                                                                                                       3%                                                5     0.15 
 Local communities                                                                                                       3%                                                6   0.18 
 Consultations                                                                                                       3%                                                5   0.15 
 Cultural matters                                                                                                       3%                                                5   0.15 
 Non-local workers and remote locations                                                            3%                           4   0.12 
 Retrenchment                                                                                                     10%                                                5   0.75 
 Use of security force                                                                                                       5%                                                3   0.15
 
 Road safety                                                                                                        5%                                                3   0.15    
                                                                                                            100%                                              0.75   5.70 
                    
                     Country corruption situation                                                                                  5%                                                3   0.15 
 Business integrity of company                                                                               10%                                                4   0.40 
 Code of conduct                                                                                                     10%                                                5   0.50 
 Anti-bribery                                                                                                     10%                                                5   0.50 
 Anti-money laundering                                                                                                     10%                                                6   0.60 
 Accounting and compliance                                                                               10%                                                6   0.60 
 Dealings with government                                                                                  5%                                                5   0.25 
 Commitment to good corporate governance                                                          15%                                                5   0.75 
 Control and risk management                                                                                15%                                                7   1.05 
 Transparency and disclosure                                                                               10%                           5                        0.50                    
                                                                                                                          100%                                                  -     5.30

Key due diligence areas    Risk Weighting 
General 
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08.
ESG Procedures
Manual
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During the preparation 
for Innova/6, a decision 
was taken to consolidate 
all the ESG policy elements 
into a single procedures 
manual in order to present 
clearly the Environmental 
and Social Assessment 
and Management System
(ESMS).



Any procedures in private equity need to strike a careful balance 
between suppressing the inherently entrepreneurial character 
of investee businesses and the discipline necessary to ensure 
that certain basic rules and standards are applied universally. 

Innova’s ESG processes have evolved over a period since the first 
formal approach was commenced in 2012. A basic toolkit for the 
team was established and knowhow was disseminated to en-
sure that the risks could start to be more clearly identified and 
reported. The processes have developed considerably since 2012 
and the ESG Annual Report was introduced in 2014 to increase 
Innova’s transparency with regard to environmental, social and 
governance issues. In 2016, Innova became a UNPRI signatory, 
further underlining its commitment to responsible investing.

• ESG Procedures must include the following elements:
• ESG policy
• Identification of ESG risks and impacts
• Management programs
• Organisational capacity and competency
• Emergency preparedness and response
• Stakeholder engagement
• Monitoring and review  

This procedures manual should provide a ‘one-stop shop’ for 
anyone wanting to use or review Innova’s ESG processes. The 
process from pre-investment to exit is described in detail, exam-
ples of all standard documentation and other tools are provided, 
Innova lines of ESG responsibility and the evaluation process are 
all clearly set out. As in all its activities, Innova welcomes any 
feedback or comments, which readers may have regarding these 
procedures.

The sections in the ESG Procedures Manual cover the following 
topics:

• Organisational Structure and Areas of Responsibility
   How ESG works in the Innova Group with a breakdown 
   of all the processes and who is responsible for what 
   and how those people responsible are evaluated

• Investment Appraisal and Management

• Pre-Investment Stage / ESG sections in the various deal 
   reports and how ESG is built into the due diligence 
   and investment decision process
- 100 Day Plan / Confirmation of key issues and full ESG 
   action plans for the life of the investment
- Portfolio Management / Monitoring, managing and 
   reporting  ESG through the life of the asset in the portfolio
- Exit / Appropriate ESG documentation available to buyers 
   on Innova’s exit

• Reporting
- Quarterly Reporting / Where ESG fits into the investor 
   reporting cycle
- ESG Rating System / Innova’s proprietary risk rating model
- ESG Annual Report / The report that brings everything 
   together

• ESG Guidelines / Reference Material / Brief overview 
   of material available from some of the movers and shakers 
   for ESG 

• United Nations Principles for Responsible Investing (UNPRI)
   Description of Innova’s responsibilities and tasks related 
   to its position as a UNPRI signatory

• Appendices / ESG Portfolio Company Questionnaire
   ESG Risk Rating Table / ESG Quarterly Reporting Template

/ The full Innova ESG Procedures Manual is available on request. /
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09.
Disclaimer
This document is providing general information 
about lnnova Capital. This document is not intended 
to be and does not constitute a recommendation, of-
fer, solicitation or invitation to subscribe, and is not 
intended for distribution or use, in any jurisdiction 
where it would be contrary to applicable laws, regu-
lations or directives. Prospective  investors  should  
make  their own inquiries and consult their own pro-
fessional advisers as to the applicable laws in any 
particular jurisdiction and the consequences arising 
from a contravention of them at any relevant time. 
Any failure to comply with such restrictions may 
constitute a violation of applicable securities law. 
While every care has been taken in preparing this 
document, except as required by law, none of lnnova 
Capital entity or their associates makes any represen-
tation or warranty as to  the  accuracy  or  complete-
ness  of  any  statement, including, without limita-
tion, any forecasts, or takes any responsibility for any 
loss or damage suffered as a  result  of  any  omission,  
inadequacy  or  inaccuracy. This document does not 
purport to be complete, does not necessarily contain 
all information which a prospective  investor  would  
consider  material,  and  has been prepared without 
taking account of any particular person’s objectives, 
financial situation or needs.

Accordingly, the information in this document should 
not form the basis of any investment decision. 
A person should, before making any investment de-
cision, consider the appropriateness of the informa-
tion, and seek  professional  advice,  having  regard  
to  the  person’s  objectives,  financial  situation  and  
needs.  This document is provided to you strictly on 
a confidential basis and the information contained in 
it must be kept strictly confidential (with the excep-
tion of providing it to your professional advisors who 
are also contractually and/or professionally bound to 
keep it confidential} and may not be reproduced or 
redistributed (in whole or in part} or otherwise made 
available to any other person in any format without 
the express written consent of lnnova Capital. All in-
formation contained in this document, unless other-
wise specified,  is  current  at  the  date  of  publica-
tion  and will  not  be  updated  or  otherwise  revised  
to  reflect information  that  subsequently  becomes  
available, or circumstances existing or changes oc-
curring after that date. By accepting a copy of this 
document, you agree to be bound by the limitations, 
terms and conditions set out in this notice.
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