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Dear Investors, 
Stakeholders 
and Friends
Welcome to Innova Capital’s fourth annual ESG report.
 
The Private Equity game is about winning but we have al-
ways refused to win at the expense of any compromise on 
our seven core values which have been our ethical drivers 
for the last 22 years of Innova’s presence on the market.

As pioneers in Poland, we introduced ESG reporting and 
monitoring in 2012 and as in any emerging field, our proce-
dures and processes are still evolving.

Now in 2018, with eight years of history and at the incep-
tion of our new fund, Innova/6, we are upgrading our pro-
cedures on environmental, social and governance matters.

Our ESG review and assessment now starts very early in 
the investment process, with strengthened due diligence 
procedures and analysis, and categorisation of deals based 
on ESG risks. We expect our managers to develop a clear 
long-term strategy and action plan for achieving our tar-
geted financial returns, but they must also create an ESG  
action plan and KPI’s to meet our ESG objectives. We be-
lieve this is also important in achieving the financial goals. 
We expect that whenever they take decisions and actions, 
they ask themselves whether this is the ‘right thing’ and to 
consider the economic, social, and environmental implica-
tions. Additionally, we make ESG part of the annual assess-
ment of our management teams.

There have been many positive developments in our 
portfolio in 2017 which we would like to share with you 
in this report.

Neomedic is now recognised as one of the best hospital 
chains in Poland. It has gained public recognition after be-
ing featured in a TV series and has introduced several pro 
bono initiatives. The exceptional level of its service was 
rewarded by the Ministry of Health when the company 
was granted a quality accreditation with the second high-
est rank in Poland in 2017. Now the company is benefitting 
from those efforts with performance results double those 
projected and with the award of full four-year contracts by 
the regulator for both hospitals. We are particularly happy 
that management reacted promptly after a temporary fall 
in patient satisfaction, and at the end of 2017 the satis-
faction levels are back to a very high 88% level.  An  8% 
increase in births in the hospitals also confirms that they 
remain the most desirable neonatal facilities in Southern 
Poland. 

We were very pleased to see that Pekaes’ management 
made efforts to create a better work environment for its 
employees and decrease the high employee rotation very 
common in this sector in Poland. The company performed 
a ‘people survey’ and designed an action plan to reflect the 
comments received. Additionally it introduced an impres-
sive number of non-salary related benefits and improve-
ments for its personnel. We are looking forward to seeing 
the results of these actions in 2018: having a social impact 
through our investments has always been one of our pri-
orities.

Trimo is one company whose management has a high level 
of environmental consciousness. In 2017 we are particu-
larly pleased that its carbon footprint has reduced signifi-
cantly. 

Looking forward, in 2018 we will be dealing with several 
ESG challenges in our portfolio. Just a few are highlighed 
below.

The new Netsprint management team, at the same time 
as improving governance in the company, faces the chal-

lenging task of introducing procedures compliant with the 
General Data Protection Regulation. The law requires pub-
lishers to obtain explicit consent from users for the use of 
their data and is designed to prevent companies from in-
vasively tracking customer web browsing. For a company 
active in internet ad-tech and mar-tech, this is both a major 
challenge, but also an opportunity as the demand for high 
quality service and data will increase. Good governance 
of data protection processes and compliance with the law 
will be a top priority for 2018.

Following two negative developments with regard to Ro-
manian Competition Council investigations in Energobit, 
the company’s management has re-emphasised the need 
to follow strictly the rules. New procedures in respect to 
consortium tenders were introduced and the Compliance 
Officer position was strengthened. 

Finally PeP, with its fast pace of acquisitions (two add-ons 
completed so far and more in the pipeline), will be focusing 
on rapid integration of its subsidiaries. At the same time the 
company must now comply with increased regulation,  as a 
holder of a Full Acquirer Licence for the first time in 2018. 
The quality of governance processes and their prompt im-
plementation in subsidiaries will be key to success. 

On behalf of Innova Capital’s Partners, we would like to 
thank all stakeholders for their trust, support and valuable 
help with regard to ESG. We especially value the dialogue 
on ESG that we have had with several LPs during the fund-
raising process. With our new fund now launched, we are 
looking forward to new and interesting ESG challenges and 
opportunities in 2018 and beyond.

With kind regards,

ESG Team
Rob Conn, Magda Pasecka and Iain Haggis

01. 
letter 
from ESG Team
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I believe whenever you’re 
winning and doing the right 
thing, your stats will be fine, 
and everything else 
will come in place.
Kristpas Porzingis, NBA



02.
about
Innova Capital

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

•  Latest fund at €195 million 
    at first close

•  ~ 50 investments 
    in 11 countries

•  6 fund cycles

•  14 investment professionals

•  €700 million applied

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 Innova Capital has raised funds totalling over 
€1 billion.

The six investment funds have made nearly 50 investments 
across 11 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 in-
vested in nine companies in total since inception.

Since 2010 Innova/5 fund has already invested in twelve 
companies with four successful exits. In December 2017 In-
nova/5 has been restructured and secured primary commit-
ments for Innova/6.

The first close of Innova/6 fund at €195 million, significantly 
exceeded the minimum target of €150 million. At the same 
time, in the 12 months leading up to the first close, Innova has 
achieved as much as 60% of the hard cap set at €325 million.

In January 2018, Innova/6 completed its first deal with Inelo 
& OCRK (a leading technology-based player active in drivers’ 
work time management systems for the transportation in-
dustry).



03.
Innova’s 
Core Values
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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 recognise 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.



04. 
Executive 
summary 
of ESG report

Current Portfolio Companies

The only investment remaining in Innova/4 is a small 
shareholding in Energobit, alongside Innova/5. The final 
divestment from publicly traded shares in Alior Bank, 
which was a shareholding resulting from the partial di-
vestment of Meritum Bank in 2015, took place as a trans-
action on the Warsaw Stock Exchange in Q2/17.

In July 2017 Innova acquired, with a co-investor, a 74% 
shareholding in Profim, which is a producer of office chairs 
and furniture based in Central Poland. Standard ESG due 
diligence was carried out for this investment and the 
post-investment ESG review and action plan is covered 
later in this report.

Below is a summary of some of the most 
important achievements and issues in 2017 with regard 
to ESG in Innova’s investment portfolio:

• Recent healthy product initiatives at Bakalland include 
superfood-enhanced (chia, amaranthus and quinoa) muesli 
bars;

• A small leakage of hydrochloric acid, being transported by 
Pekaes which took place while unloading a hazardous cargo. 
No injuries or contamination were registered;

• Trimo’s carbon footprint has fallen, partly because of lower 
energy consumption due to the new product mix requiring 
less steel production and partly as a result of converting the 
oil-fired plant heating system to LPG;

• A small number of job losses at PeP will be implemented in 
2018. These result from the consolidation of the new acqui-
sition into the existing basis and the reduction of the head 
office overhead;

• There has been limited progress with regard to corporate 
governance improvements at NetSprint as a result of the 
restructure of the business in 2017 (which included some 
reduction in the workforce). Most of the initiatives (inhouse 

In our ESG 2017 report you will find 
portfolio companies from Innova/5 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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ESG Review 
Investment 
and Divestment 
Summary

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

In 2017, we prepared due 
diligence reports for 
the following companies:

Profim 
transaction completed in July 2017

Tempo 
transaction not completed

  
At the beginning of 2018, 
a report has been completed for: 

Inelo / OCRK 
first transaction of Innova/6

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 receiv-
ables from the related SPVs. This transaction was part of 
a so-called staple financing, related also to the fundrais-
ing of Innova/6. 

The transaction had no impact on the ESG approach of In-
nova Capital as the management of the new entity, Innova/5 
Prime LP, is exactly the same as Innova/5 LP.

accounting, risk management, dual controls) have been moved 
into 2018;

• Profim’s management is in the process of implementing 
a complex set of initiatives addressing all ESG issues at the 
company. This followed the post-transaction ESG review in 
H2/17. At the beginning of January 2018, the company has 
successfully switched its energy source from the neighbour-
ing coal-fired power station (which is being decommissioned) 
to its own gas-fired plant.

When reviewing the Innova portfolio’s average ESG risk 
ratings, the lowest value is still visible in the environment 
category (as in 2016), while the highest remains in the gov-
ernance section. The current average environment risk 
rating stands at 3.4 (2016: 3.2), social at 4.4 (2016: 4.2), 
while governance is rated at 5.1 (2016: 4.8). The increases 
are partly due to the entry of Profim into the portfolio and 
some specific movements in companies during the year. 
The soil contamination at Pekaes resulted in an increase in 
the environmental risk rating. Small redundancy programs 
increased the social risk rating at PeP and Netsprint. The 
higher governance risk rating is mainly a result of the im-
pact of the Energobit issues with the Romanian Competi-
tion Council.

In terms of environment, the lowest risk is recorded at Net-
sprint, while the highest is at Pekaes (although it is quite a 
low risk – 4.7 on a scale of 1-10). The social scoring currently 
shows the lowest risk at Neomedic and the greatest risk at 
Profim. The levels of governance risk remain lowest at Pe-
kaes and highest at Netsprint.
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                                                       Entry       Current      

                 

                Environment
 
                   Neomedic                    4.00   2.50   3.00 
 Energobit                    5.00   3.51  4.00 
 Bakalland                    4.00   3.65   3.00 
 PEKAES                    4.00   4.69   3.00 
 Trimo                    4.00   3.63   3.00 
 Netsprint                    2.00   2.10   2.00 
 PeP                    3.00   2.89   2.00 
                     Profim                             5.00              4.53              3.00
 Average                    3.88   3.44          2.88

                    Social
 
                    Neomedic                    4.00   3.59   3.00 
 Energobit                    5.00   4.70   4.00 
 Bakalland                    6.00   3.81   4.00 
 PEKAES                    5.00   5.06   4.00 
 Trimo                    4.00   3.87   3.00 
 Netsprint                    4.00   4.61   3.00 
 PeP                    3.00   3.84   2.00
                     Profim                             6.00              5.70              4.00 

 Average                    4.63   4.40   3.38 

                    Governance
 
                    Neomedic                    6.00   4.05   4.00 
 Energobit                    6.00   6.35   4.00 
 Bakalland                    4.00   4.65   3.00 
 PEKAES                    3.00   3.35   3.00 
 Trimo                    5.00   5.00   3.00 
 Netsprint                    8.00   7.25   4.00 
 PeP                    6.00   4.95   3.00
                     Profim                             5.00              5.30              3.00 

 Average                    5.38   5.11   3.38

ESG rating  Exit
(Target)

Investment

Profim 
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 size and nature of Profim’s business create quite a 
wide range of ESG risks (and opportunities). For an Innova 
investment it has a relatively high risk profile with regard 
to environmental and social issues. Due to its size and so-
phistication, governance is less of a risk but may also re-
quire some enhancement.

Profim produces most of the office furniture which it sells. 
Given the production and ancillary processes used this 
creates a number of latent environmental risks. The main 
risks relate to:

1. Chroming process (metal elements of the furniture)

2. Powder painting

3. Polyurethane foam processing (for cushion elements)

4. Possible historical residuals from recent and longer 
term use of hydrocarbons and/or volatile organic 
compounds (soil contamination risk)

A specially commissioned report confirmed that the com-
pany is compliant in all key areas with regard to the envi-
ronment.

Health and safety has also been identified as a relevant 
risk. The level of accidents is regarded as average or bet-
ter than average for the size and nature of the business. 
However more than 70 employees are exposed to harmful 
or very harmful working conditions and there were more 
than 40 recorded (albeit mostly minor) accidents in 2016 
and 2017. 

With a relatively large number of ESG risks in a well-man-
aged environment (the company already possesses ISO 
9001 and 14001 certification), good ESG stewardship and 
reporting by Innova during the investment period can help 
to add value to the business (for example by more efficient 
raw material throughput and waste management).

Profim currently has a very specific status in the Innova 
portfolio. At the end of February it was announced that 
the Flokk Group, owned by funds managed by Triton and 
based in Scandinavia, intended to acquire Profim through 
the exchange of shares. This means that Innova effec-
tively became a minority shareholder in the Flokk Group. 
The transaction was completed in April 2018 but it is not 
yet clear what impact this may have on the ESG policy of 
Profim. 

Divestment 

Following a very active year for divestments in 2016, the 
only divestment activity in 2017 related to the sale of pub-
licly traded shares in Alior Bank (Innova/4) and Wirtualna 
Polska (Innova/5). As Innova held minority shareholdings 
in these public companies, ESG reporting had not been 
performed in 2016. Both of the companies had very low 
ESG risk levels as the former is a retail bank and the latter 
is the leading portal in Poland.



05. 
ESG Reports
of Portfolio Companies
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Grupa 
Neomedic

Entry date: Oct 2012

Stake held: 67%

Neomedic’s clinics have 
seen a record number 
of 7,299 births in 2017

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

Neomedic sold its clinic in Chorzow in 2015 and now operates: 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 7,000 births took place in the Group’s 
units in 2017.

At the end of 2017, the company had 495 full time equivalent employ-
ees (2016: 483).

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 expec-
tations, Neomedic invested in new capacity. The patient 
satisfaction index has now returned to similarly high levels 
to those noted in 2016. 

A more material risk relates to patient litigation. In 2017, 
there was one material new claim lodged (PLN 2.5 mil-
lion / EUR 600k) and five smaller claims. The KPI monitors 
movement year to year and it can be seen that, following 
the settlement of some claims in 2016, there has been a 
45% increase in the total value of outstanding claims as at 
the end of 2017. Medical claim risks are mitigated at mul-
tiple levels: strict quality standards, following procedures, 
keeping medical documentation, accreditation by the offi-

cial quality monitoring body of the Ministry of Health (see 
below), professional legal support and use of insurance 
policies.

There was another significant 8% increase in births at the 
Group’s clinics year-on-year in 2017 (following a 9% rise in 
2016). Such a trend necessitated investment to increase 
capacity.

Governance
Neomedic has successfully completed the full licencing of 
the second clinic with the National Health Fund (NFZ). This 
follows the licencing of the main clinic in 2016. This pro-
cess tests the quality of medical and administrative servic-
es of hospitals and was an essential element in the Group 
securing long term NFZ funding in 2017. The NFZ contract 
for both clinics was finally confirmed in the second half of 
last year and secures four-year funding at similar or pref-
erable levels to those previously in force. 

Risk management processes have been introduced to 
both clinics during the year but the plan to introduce an 
Audit Committee has not yet been realised.

ESG Rating

The environmental and governance risk ratings have 
been in line with the target (exit) values since 2015 and 
2016 respectively. A small change in the social risk rating 
would bring the value in line with the target but there is 
also potential for this value to increase. The key elements 

affecting this risk are litigation against the company and 
the shortage of nurses and doctors in Poland. Given that 
the social risk rating is not fully under the control of Ne-
omedic, it might be easier to reduce the governance risk 
below target levels. This could be achieved with the in-
troduction of an audit committee and the subsequent im-
provement in risk management and transparency.

ESG Indicators

• The achievement of the 2017 patient satisfaction target 
conceals the significant fall in satisfaction at the beginning 
of the year as the clinics’ capacities were stretched by the 
increasing number of births. The business recovered well 
having completed investment to ease the capacity issue. 
The target for 2018 is to maintain the current high levels 
of patient satisfaction.

• The target of no increase in the value of litigations was 
optimistic, given market trends and the fact that the value 
fell in 2016, following the settlement of two outstanding 
claims. The 45% increase year-on-year represents six new 

ESG Factors and Risks

ESG Ratings 

Environment 

Social 

Governance

                                      2016                      2017                     2018 Target

 

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

2                            2    2

4                            4                  3

4                            4                  4
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claims lodged by patients. The target assumes a modest 
increase in the value of claims in 2018.

• The KPI referring to doctors’ hours worked per month is 
intended to measure loyalty of key staff. The fall in 2017 is 
worrying but not critical at this stage. The target foresees a 
stable level in the indicator although no specific measures 
are currently planned to safeguard this.

• Births in Poland have increased generally over the last 
two years, apparently partly linked to the government’s 
500+ program, which was intended to promote the birth 
rate. Neomedic’s increase is roughly in line with national 
statistics. Another small increase is expected in 2018 and 
capacity is available to accommodate this growth.

• A number of risk management processes have been in-
troduced in 2017 but they have not been consolidated un-
der an audit committee. The introduction of an audit com-
mittee is preliminarily planned now for the second half of 
2018.

ESG Indicators                                                      2017  Actual        2017  Target        2018 Target

   

Patient satisfaction                           88%              88%  88%

Change in value 
of patient litigation                        45%               0%                      15%

Average hours spent 
by doctors in hospital                        115               124                     115

No. of births                                      7,299             7,000                 7,338

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

Entry date: May 2013

Stake held: 18.9%

The automation 
of project management 
processes is close 
to completion

Company Overview
Energobit is a leading Romanian electrical engineering group focused 
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, production of transform-
ers, medium voltage cells and other electrical equipment, grid mainte-
nance & repair services, and specialist construction services. 

At the end of 2017, the company had 661 full time employees 
(2016: 713). 

Environment
Following the suspension of all renewable energy projects 
by the Romanian government in 2013, the new policy intro-
duced in 2014 curtailed aid and effectively eliminated ma-
jor development in this sector. Energobit completed its last 
major renewables project in 2015. It continues to provide 
maintenance services for already completed projects. One 
large new renewables tender is in the early stage of prepa-
ration at the beginning of 2018.
 
After the divestment of ESCO in 2016, the environmental 
focus at Energobit had been on risks rather than opportu-
nity. The risks are relatively low and relate primarily to low 
level emissions, mainly attributable to offices, and company 
vehicles. A major program of vehicle reduction is planned 
in the business for 2018, with a reduction of over 20% pro-
posed. This is primarily an economic and efficiency decision 
but should also have the effect of reducing the carbon foot-
print of the company.

Social
Health and safety was a major issue in 2016 when an En-
ergobit employee was fatally injured in an accident at a 
high voltage installation. The management reviewed and 
strengthened procedures, most notably relating to com-
munication between counterparties during the execution 
of high risk processes. In 2017 there have been only two 
minor accidents recorded in the company. This topic re-
mains a top priority for management.

The number of full time employees has fallen 7.2% in 2017, 
but only six employees were made redundant. The remain-
der of the reduction was achieved through natural wast-
age. The employees who were made redundant were all 
offered terms, which exceeded the minimum statutory 
requirements.

Governance
There have been two negative developments with regard 
to the Romanian Competition Council in the reported peri-
od. The investigation into the sale and distribution of elec-
tricity meters, which was opened in 2015, was completed 
by the Council with a verdict which found all parties to the 
case guilty of price-fixing offences (except one company 
which provided evidence for the Council). A fine of EUR 
2.8 million was imposed on Energobit. The company has 
challenged the Competition Council Decision asking for its 
annulment (and separately, the postponement of the pay-
ment of the fine) until the final settlement of the file. The 
hearings for these cases have not yet been scheduled. A 
second case has been opened by the Council relating to 
alleged collusion during tenders with State entities in 2017. 
The company sees no basis for such an accusation, particu-
larly given the upgrade of procedures following the first 
case, and is preparing a rigourous defence of its position. 
There were compliance procedures in place prior to the 
most recent Competition Council investigation, but strong 
re-emphasis was placed on strictly following of the rules af-
ter the investigation (the procedures include: explanation/
justification of any consortium participation, highest man-
agers’ approval, etc.). The Compliance Officer (a function 
existing before either investigation) was replaced after the 
opening of the second investigation. Internal procedures 

are constantly adjusted to be in line with the most recent 
guidelines of the Competition Council. Extended personnel 
training has now been completed.
 
One major initiative to enhance governance in the compa-
ny relates to the automation of project management. This 
has been in progress for a couple of years and is finally ap-
proaching completion.

ESG Rating

Environmental and social risk remains unchanged year-on-
year, although the positive impact of renewables and ESCO 
is no longer included as a compensating risk mitigator. Fol-
lowing the developments with the Romanian Competition 
Council, the governance risk has risen from 5 to 6, although 
the company and Innova sees no case to answer for the 
recent accusations issued by the Council. It is planned 
that the continuation of the satisfactory health and safety 
record from 2017 will allow a fall in the social risk to 4 in 
2018. The final completion of the project management 
automation in 2018 could also help to reduce the govern-
ance risk.
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ESG Factors and Risks

                                    2016                     2017                2018 Target

 

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

4                            4                 4

5                            5                  4

ESG Ratings 

Environment 

Social 

Governance 5                            6                  5



ESG Indicators

• Following two minor accidents in 2017, the zero target 
will be maintained for 2018.

• Overdue receivables continue to fall as these provide the 
lifeblood of the company as it remains in a crisis situation. 
Revenue is planned to grow in 2018, therefore the target 
for 2018, being roughly in line with 2017 in absolute terms, 
represents a further reduction in overdue receivables rela-
tive to sales.

• Following some delays in the implementation of the au-
tomated project management in 2017, it is planned that 
the finalisation of this should be completed in 2018.

ESG Indicators                  2017 Actual     2017 Target    2018 Target

   

No. of accidents                     2              0       0

Overdue receivables
collection  (EUR m)                   2.1            3.0                     2.0

Project management 
automation                  95%            Yes                         100%
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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 within lim-
its agreed with the local authorities.

Energy consumption was above target in 2017 as a result 
of the implementation of the new production for muesli 
and protein bars in Janow Podlaski. The company has con-
firmed however that this production line uses the newest 
technology and is energy efficient. 

Food waste, like energy consumption is an issue where ESG 
and economics have a common interest. A limited number 
of measures taken in 2017 to reduce waste levels were not 
fully successful and the monitored level remained at 2016 
levels and slightly above target.

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
The general health and safety culture is considered to be 
satisfactory, and the risks from the nature of production 
are low to medium. Moderately high temperatures and 
noise levels are recorded in the Bakalland cereal produc-
tion process. A sanitary inspection in 2016 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. Four new suppliers from at risk 
jurisdictions (India, Indonesia, Turkey) have been added 
in 2017. All of them have been onboarded in accordance 
with the procurement procedures, which were introduced 
in 2016 to improve the regulation of such suppliers by 
Bakalland. It should be noted that no issues with regard 
to human rights abuses have been noted with regard to 
Bakalland suppliers.

Sugar and fat content are both relevant factors for Bakalland 
products. Bakalland continues to be actively engaged in 
research and development to reduce sugar content while 
maintaining taste. Healthy eating initiatives in progress or 
already implemented in 2017, include:

- Starch jelly for children with natural ingredients and col-
ouring and sugar levels reduced below the norm for such 
products;

- Pumpkin muffins with 30% less sugar than standard muf-
fin mixes and additional dietary fibre;

- BA! Zero bars introduced with only naturally occurring 
sugar and no hydrogenated fat - version also for children;

- New crispy muesli product with glucose syrup replaced by 
honey - 5 grains + cranberry.

- Superfoods (chia, amaranthus, quinoa) and natural die-
tary fibre from chicory root introduced to muesli bars

- Muesli cereals introduced with honey instead of glucose 
syrup as a sweetener and free of saturated fats.

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

It was assumed that customer complaints would rise as a 
result of increased awareness of customers with regard to 
the process but also because of Bakalland’s increasingly vis-
ible role as the leader in the muesli bar sector. However the 
increase in the level of complaints was not as high as the 
2017 target had anticipated.

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.

Bakalland

Entry date: Aug 2014

Stake held: 64%

Four new suppliers 
from India, Indonesia 
and Turkey have been 
onboarded using 
the enhanced procurement 
procedures

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.

At the end of 2017, the group had 868 full time equivalent employees 
(2016: 692).

Innova Capital / ESG 2017 Report / 26 Innova Capital / ESG 2017 Report / 27



The Delecta code of conduct has been adapted and applied 
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 2017 has not been finalised. If these are 
introduced, it should lead to a lower governance rating. 

ESG Rating

The reduction of the environmental risk in 2017 has not 
taken place as planned. This was partly because the meas-
urement of the relevant KPI’s (energy, water, waste) was 
adapted during the year and it was not easy to assess the 
comparative levels of consumption in 2017. Also the new 
production line increased the use of energy and currently 
no data is available to confirm if this line uses energy more 
efficiently than the other lines. The company is aware of 
its obligations to improve its environmental performance 
and the target for both water and energy consumption in 
2018 are targeted to fall. However no specific initiatives 
are planned.

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 car-
ried out with regard to sugar reduction and replacement, 
supplier audits, and working conditions. The latter activities 
as well as food safety are continuous improvement issues 
which need to be addressed on an annual 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

• The first three indicators relate to consumption ratios 
which can benefit the company economically and simul-
taneously have a positive ecological impact. The targeted 

production volumes set for 2017 were lower than finally 
achieved which is the main reasons of the negative vari-
ance in all three indicators. In particular the energy con-
sumption for the new muesli and protein bar production 
line assumed lower production volume than actually real-
ised. More concerted efforts should be made in 2018 to 
increase forecasting accuracy. Target for 2018 takes into 
account the planned increase in the production volume 
and reduction of waste to target level. 

• The customer complaints indicators relate to the number 
of claims lodged by retailers (CPMU) and end customers 
(CC) with regard to damaged or spoiled products. In the 
FMCG sector, this should be at a very low level. Bakalland 
realistically expects this number to grow over time due 
to increased awareness rather than issues with regard to 
quality. The 2017 result was considered satisfactory thus 
the target for 2018 shows a small improvement compared 
to 2017.ESG Indicators         2017 Actual        2017 Target        2018 Target

   

Energy consumption 
(million kWh)                932       895                979

Level of water use 
(000m3)                   55        54                 56

Waste as % of total 
raw materials               1.0%       0.9%               0.9%

No of customer 
complaints (CPMU) 
– retailers                                 485ppm   500ppm            468ppm

No of customer 
complaints (CC) 
– end customers           1.77ppm       N/A           1.65ppm
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                                    2016                     2017                2018 Target

 

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

4                            4                 4

5                           4                  4

ESG Ratings 

Environment 

Social 

Governance 4                            4                  3



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 the intermodal op-
erator company in the Central Poland with the strategic geographic loca-
tion was acquired. 

At the end of 2017, the group had 1,069 full time equivalent employees 
(2016: 1,013).

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 busi-
ness and intermodal business and it subcontracts almost 
all of its transportation activities. This means that the car-
bon footprint directly under its influence is relatively small 
but indirectly it controls one of the largest transportation 
capabilities in Poland. The company encourages its trans-
port subcontractors to provide services as environmen-
tally responsibly as possible, and has been implementing 
a policy to upgrade their vehicles to eliminate the oldest, 
more pollutant category of traction units. This has suc-
ceeded in reducing the proportion of the fleet using the 
older trucks from 53% to 35% of the subcontracted fleet.

Pekaes is subject to environmental audits from two major 
retail clients, for whom it is a logistical provider. Follow-
ing 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 either 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 business 
and ESG risk. In 2017, there were four incidents registered 
relating to leakages, compared to seven in 2016, and none 
had serious consequences.

A small amount of contamination has been identified 
while preparing some real estate for divestment. This was 
relatively minor but resulted in a small reduction in the 
price to reflect the cost of recultivations which will have 
to be incurred by the buyer.

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 an 
outsourcing agency or short term contracts to cover vacan-
cies in operations. Staff rotation is becoming an increasing-
ly serious issue, particularly in the warehouses, and rose 
from 30% in 2016 to 38% in 2017. With falling unemploy-
ment and increased social benefits, this problem is unlikely 
to improve in the near future. The measures  taken over the 
last 18 months, relating mainly to non-salary related initia-
tives, have only limited the problem to a certain extent. 
A policy of keeping the core operational staff is currently 
being followed with relatively high rotation accepted as a 
fact of life at least for the near future and focus on training 
and maintenance of quality of service being the priorities. 
In 2017, for the first time the Company performed a peo-
ple survey and designed an action plan to reflect the com-
ments received from the employees.

The general health and safety culture is considered to be 
satisfactory, although the number of recorded accidents in 

2017 increased to 18 from 15 in 2016 (although all resulted 
in only minor injuries). The company’s declared target of 
zero accidents is laudable but is looking increasingly hard 
to be achieved and in 2018 the first priority should be to 
reduce the overall number of accidents.

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. There is a certain level of normal operational risk 
with regard to fraud or theft, primarily in the warehouses 
but strong control processes and a zero tolerance policy 
ensure that this is minimised. No cases were reported to 
the Ethics Commission in 2017.

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 the soil contamination issue relating to the 
divested property and the recurring (though reduced) in-
stances of ADR incidents. If investigations find no further 
soil contamination and the number of older traction units 
in the subcontractor transport fleet continues to fall, it 
should be possible to regain the 4 rating in 2018.

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.

• Although subcontractors are under price pressure, it is 
becoming increasingly counterproductive to use old, pol-
luting vehicles.  However difficulties in obtaining carriers in 
the market in Poland in order to serve the larger volumes 
makes a further reduction in this target in 2018 unrealistic;.

• Although power consumption is not a material item in 
the company’s cost profile, an upward or downward trend 
will continue to be monitored to see if any minor saving 
initiatives could be implemented;

• The number of ADR incidents dropped significantly in 
2017 therefore the retention of a zero target is justified 
(and highly desirable) with regard to this indicator. 

• Staff rotation remains high and has been commented 
above. The target for 2018 looks to be optimistic, given the 
macroeconomic factors.

• The management has a declared target of zero accidents, 
which was modified to <8 for the KPI and was significantly 
exceeded in 2017. The target has been raised slightly for 
2018 due to planned higher volume of operations / em-
ployees ;

• The Ethics Commission, despite having fraud and theft 
cases added to its remit, has not recorded any cases.

ESG Rating ESG Indicators

ESG Indicators                                                     2017  Actual        2017  Target        2018  Target

   
% EUR 3 
or lower category                       35%        <45%             <40%

ADR accidents                        4            0                0

Power consumption 
[EUR k]                                          792.0         850.0               747

Staff rotation                      37.6%         20%              25%

No. of accidents (H&S)    18         <8        <10 – due to    

planned higher 

volume of operations 

/ employees

No. of Ethic Commission 
Incidents / Fraud cases      0            0                  0
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                                    2016                     2017                2018 Target

 

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

4                           5                 4

5                            5                  5

ESG Ratings 

Environment 

Social 

Governance 3                            3                  3



Trimo

Entry date: Mar 2016

Stake held: 98%

Reduced steel 
production and a switch 
to LPG have significantly 
reduced the carbon 
footprint in 2017  

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.

At the end of 2017, the group had 663 full time equivalent employees 
(2016: 633).

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 such relevant topics 
which need to be addressed at Trimo but the competence 
of the management approach means that much of the po-
tential risk is mitigated. This is the reason for the low to 
medium environmental risk entry rating.

The company produces the following toxic air emissions: 
fibres of mineral wool, wood dust, methylene diphenyl 
diisocyanate (from the polyurethane process), volatile or-
ganic compounds, and gases from the combustion plant. 
All of these emissions are regularly monitored and are well 
within 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. In 2017, this indicator decreased sig-
nificantly from an exceptionally high level in 2016. This was 
primarily because the outsourcing of a particularly toxic 
process was brought inhouse in 2016 but this has now 
been outsourced again. The reduction in steel production 
and the change in product mix have also helped to reduce 
the levels of waste produced.

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 foot-
print is highly correlated to the levels of production. The 
footprint was reduced significantly in 2017 as a result of 
lower steel production but also because the heating source 
for the main premises was converted from oil to gas. The 
company installed solar panels on the roof of its buildings 
some time ago and this contributes a small amount of re-
newable energy for the company’s own consumption.

The company is reviewing its KPI relating to ‘green’ con-
struction elements. Trimo’s products are used for the con-
struction of green and passive buildings but the BREEAM 
certificate is largely restricted to the UK and therefore 
BREEAM certified products only constitute 7-8% of com-
pany revenue. 

Social
The company benchmarks its salary levels against the sec-
tor and the overall national average. Its average salary is 

higher in both cases but in its sector it is partly due to the 
fact that the company has a lower proportion of produc-
tion workers than the sector average.

The Trimo workforce is traditionally very loyal. It may be il-
lustrated by the fact that the general salary levels were cut 
twice during the company’s crisis prior to Innova’s share-
holding and the majority of employees remained with the 
company. 

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.

With regard to health and safety, the company operates 
a formal zero accident policy, although this has not been 
realistic in the past. Innova has requested the reporting of 
accidents which result in more than one week’s absence 
from work. The accident rate increased slightly from four 
to six in 2017 and the management has been asked to take 
actions to reverse this trend.

A limited redundancy program was introduced in the first 
half of 2017. No specific problems with regard to this pro-

ESG Factors and Risks
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gram have been reported. The company has paid addition-
al salary above the minimum legal requirement for redun-
dancy payments and has operated an outplacing service 
for employees not able to enter early retirement. Despite 
this program, the company increased the overall size of the 
workforce by 5% in 2017. 

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

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 risk rating levels in 2017. The fall in 
hazardous waste and the carbon footprint would normally 
have justified a reduction but the uncertainty relating to 
the ‘green’ products has meant that any reduction has 
been held over to 2018 at the earliest.

The social rating also remained at the same level as a result 
of the accident record not improving. The redundancy pro-
gram was successfully executed in 2017 and therefore this 
did not have a negative impact on the rating.

A reduction in the governance rating had been projected in 
2017 but the lack of a code of conduct and no formalised 
co-ordination of risk management means that this drop is 
now pushed back into 2018.

ESG Indicators

• The carbon footprint is being measured as a proportion 
of the key production volume. The reduction is seen as a 
significant positive movement in 2017 but there is a risk 
that this will rise in 2018 due to changes in product mix and 
higher steel production.

• The hazardous waste indicator showed a sharp increase 
in 2016 as a result of taking over a process, which had been 
outsourced. It was assumed that this would continue to 
be the situation in 2017 but in fact this process has been 
outsourced again. This factor plus the additional in waste 
due to a different product mix and less steel production 
resulted in the quite dramatic improvement in the KPI. Re-
alistically the volume may increase again in 2018 as steel 
production is expected to be higher.

• The company has not yet been able to propose a KPI to 
monitor satisfactorily the proportion of ecologically posi-
tive products sold by the company. The 60% target for 
BREEAM products was set as a provisional measure but it 

is clear that this is not an adequate measurement because 
it is only really relevant for sales in the UK. A possible new 
KPI wll be sought in 2018.

• The number of accidents recorded increased in 2017 and 
this is an issue which the management should address ur-
gently in 2018, particularly as they have a formal commit-
ment to a zero accident rate;

• The risk management has been developed to some ex-
tent with new financial risk management procedures and 
a basic risk map but it is not yet comprehensive enough or 
sufficiently well-co-ordinated throughout the business to 
regard it as completed. This should be finished by the CFO 
and the new CEO in 2018. 
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ESG Indicators                                                     2017  Actual        2017  Target        2018  Target

   

Carbon footprint 
– tons per m2 panel                       1.72         2.10              2.10

Hazardous waste (000 Kg) 18,305       35,000            22,000

BREEAM products 
as % of total 
revenue                                            N/A         60%              60%

No.of accidents 
– resulting in 
> 1 week absence                         6          <3                 3
   
Completion of risk 
management process                In progress              Yes              Yes

                                    2016                     2017                2018 Target

 

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

4                           4                 4

4                           4                  4

ESG Ratings 

Environment 

Social 

Governance 5                           5                 4



Netsprint

Entry date: Jun 2016

Stake held: 48%

The restructuring 
of the business in 2017 
included a limited 
redundancy program 

Company Overview
Netsprint Group is a leading player on the dynamically growing ad-tech 
space in Poland, applying proprietary technology and data to target digi-
tal advertising for the most relevant audience. The Group is composed of 
NetSprint, which is specialised in data-driven display advertising, LeadR, 
which offers e-mail marketing solutions, Adrino, which is a full stack so-
lution for mobile web and in-app advertising and Whitepress, which is a 
branded content distribution platform.

NetSprint itself, founded in 2001 as the first Polish independent, search 
engine operator, is a pioneer on the Polish programmatic market, while 
LeadR is the second largest, independent e-mail marketing services pro-
vider in Poland.

At the end of 2017, the Group had 200 full time equivalent employees 
(2016: 191).

Environment
The environment 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 and some of the issues have 
been addressed by the HR Director, who was recruited just 
before the closing of the transaction in June 2016. Payroll 
and health and safety processes are outsourced. Staff rota-
tion levels had stabilised but were impacted by the redun-
dancy program and high turnover of sales personnel in the 
second half of 2017. The redundancy program related to 23 
people. The majority of contracts were dissolved by mu-
tual consent and the remaining leavers were compensated 
in line with statutory obligations.

An issue raised under social risk, as it relates broadly to con-
sumer protection, is the regulation of personal data held by 
the company for marketing purposes. This was raised dur-
ing the legal due diligence process rather than ESG. 

The business is carrying out modifications to its practices 
to ensure that it will be compliant with the new GDPR data 
protection regulations, to be implemented from May 2018. 

Governance
Governance remains weak. Although the main business 
has existed since 2001, it still has many characteristics of a 
start-up, including an entrepreneurial culture. This benefit 
has been at the cost of adequate governance. 

Internal controls are only sporadically documented and 
some are not documented at all. There was a general un-
dertaking to improve control and corporate governance 
following Innova’s entry but only few initiatives have been 
implemented to date. An important project related to 
company accounting, which was outsourced before and 
was brought in-house in 2018,  shall improve the manage-
ment reporting and support the process of integrating new 
acquisitions into the Group. There is no internal audit, no 
formal risk management, and no audit committee. The or-
ganisation is quite small, although with four entities quite 
complicated. No anti-bribery or anti-money laundering 
procedures exist (although these are not expected to be 
material issues). 

Since the combining of the four entities under Netsprint, 
there has been an element of transfer pricing within the 
Group, although it only represents about 10% of Group 
turnover in 2017. It is not clear if this has been adequately 
documented as this is still a relatively new issue for the 
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 but should return to the entry level of 4 
when it is confirmed that there are no repercussions from 
the program.

Governance improved slightly in 2017 but remains at the 
very high rating level of 7. Reducing this to 6 must be a 
minimum target for 2018. The size of the business means 
that a concerted effort to improve governance should have 
quite a rapid impact.

ESG Factors and Risks ESG Rating
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[ scale of 1-10: low risk = 1 / high risk = 10 ]

2                           2                 2

4                           5                  4

ESG Ratings 

Environment 

Social 

Governance 8                          7                 6



• Staff rotation was excessive due to the redundancies but 
even excluding this the rotation was well above the tar-
geted level. The company regards the non-redundancy ro-
tation level as normal;

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

• Despite three acquisitions in total, transfer pricing has 
remained at quite low levels. Focus should still be retained 
on ensuring adequate documentation.

• There has been some progress with regard to governance 
in 2017 but the main areas are still unsatisfactory. Dual 
controls are weak. The processes relating to co-ordination 
of the Group are rather opaque, with management boards 
and supervisory boards in all four companies. There is no 
code of conduct, internal audit or audit committee. Risk 
management only exists at a very informal level.

ESG Indicators
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ESG Indicators                                                     2017  Actual        2017  Target        2018  Target

   

Staff rotation                      45%         15%              25%

Male / female 
split of headcount                    60/40       60/40            60/40

Transfer pricing 
cost as a percentage 
of total group cost                      10%        13%               10%

Creation of corporate 
governance framework           In progress         Yes               Yes



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. The company is based in Rzeszow in south-eastern 
Poland, and staff rotation has traditionally been very low 
(5% in 2016). This is being monitored but the expected 
pressure on salaries in the region does not appear to be 
having a visible impact yet. There are no perceived risks 
with regard to health and safety but the management un-
dertook a review of processes already in 2016.

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 Bank BPH, whose transaction acquisition 
licence it 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),

• Anti Money Laundering procedures,

• 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 will be 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. There is some risk that this process lost some momen-
tum in 2017 during the complicated merging of the new ac-
quisition into PeP. However the target of the low risk rating 
of 3 by the end of the Innova investment period appears 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 
negative impact.

The social rating increased from 3 to 4 in 2017 as a result of 
the merger and the risk of a limited redundancy program. 
There is likely to be a small reduction in back office staff 
following the completion of the merger exercise.

The governance rating was reduced in 2016 following the 
successful implementation of the main part of the project 
relating to governance issues. Not much appears to have 
changed in 2017 but if the effectiveness of the new pro-
cesses cannot be confirmed, there is a risk that the rating 

Centrum Rozliczeń 
Elektronicznych 
Polskie ePłatności
[ PeP ]

Entry date: Jun 2016

Stake held: 75%

PeP is likely to become 
a regulated Group 
in 2018 as a result 
of the acquisition 
of a licenced entity 

Company Overview
Centrum Rozliczeń Elektronicznych Polskie ePłatności S.A. (PeP) is a Polish 
payment services provider, active in the offline merchant acquiring mar-
ket. PeP is the largest independent player in Poland. The company gener-
ates its revenues primarily from Point of Service (POS) terminal rentals, 
card payments processing fee, sale of mobile prepaid/“eVouchers” and 
other services (bill payment, energy prepaid, loyalty cards). The company 
was established in 2010 as a joint venture of Polska Wytwórnia Papierów 
Wartościowych S.A. (PWPW), owned by the State Treasury, and OPTeam 
S.A., which is listed on the WSE. Innova effectively bought out PWPW 
and established a new business with OPTeam, which diluted its position 
in the new entity.

In May 2017, PeP completed its investment in DUE Kolporter (NeoTu). The 
target company is an owner and operator of payment terminals. Consid-
erable levels of synergy are projected as a result of this acquisition.

At the end of 2017, the group had 369 full time equivalent employees 
(2016: 169 – PeP standalone). 

ESG Factors and Risks
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                                    2016                     2017                2018 Target

 

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

3                           3                 3

3                           4                  3

ESG Ratings 

Environment 

Social 

Governance 5                           5                 4



could rise again. However the 2018 target assumes that 
the Group will enter regulation in 2018 and this should en-
sure that governance once again becomes a key focus and 
the rating could actually fall.

ESG Indicators

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

The two key ESG issues in 2018 will be the small redundan-
cy program and development of governance. The internal 
audit process is included as a symbol of this more general 
process.

Staff rotation will continue to be monitored, although it is 
not a problem in PeP compared to other portfolio compa-
nies.
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ESG Indicators                                                     2017  Actual        2017  Target        2018  Target

   

Staff rotation                       4.7%            5%               15%

Introduction 
of code of ethics                Introduced    Introduced      Introduced



Environment
Environmental due diligence (performed by Ramboll En-
viron) found no evidence of non-compliance. However in 
this kind of manufacturing industry a theoretical risk of 
soil contamination may exist, given the history of the main 
production facility. Having that in mind, an exploratory 
drilling to test the sites is planned to take place in the first 
half of 2018. 

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 toxic waste and effluent, which 
need to be treated and are subject to waste water moni-
toring both internally and externally. The toxic elements 
comprise primarily nitrates, zinc, nickel and chromium. All 
effluents were in line with applied limits during the most 
recent monitoring in 2015.
 
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 low labour 
costs. This is quite normal, given that it has significant ex-
ports to Western Europe. A small percentage of the work-
force 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 
the company. The previous owner was very hands-on and 
therefore some of the management systems are less so-
phisticated 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 process.

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

Profim

Entry date: July 2017

Stake held: 39%

Profim successfully 
replaced its coal-fired 
source of heating with 
a modern gas facility 
at the beginning of 2018

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 product 
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 2017, Profim had 1,773 full time equivalent employees 
(2016: 1,886). 

ESG Factors and Risks
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All risks were medium on entry, with social risk slightly 
higher than environmental and governance. The social risk 
rating is higher primarily due to the relatively high level of 
accidents recorded.

The risk rating was only completed at the end of Q3/17 
and there had been no movement to year end. In 2018 
each category is targeted for a reduction. This situation 
may change depending on the priorities of the new ma-
jority shareholders. There are also not many quick fixes, 
although the governance rating should probably be the 
easiest to improve. 

• Hazardous waste is expected to increase in 2018 due to 
a projected increase in production and change in product 
mix.

• Specific initiatives to reduce scrap are being introduced;.

• Reduction of the relatively high accident rate is a key 
priority of management in 2018;

• Staff rotation is not excessively high although the re-
cruitment of new staff in Turek is quite difficult;

• Days lost through absenteeism has traditionally been 
quite a serious issue, partly due to a payment system 
which could be viewed as encouraging employees to be 
written sick. This policy is being addressed in 2018

• Risk management should be formalised in 2018

ESG Indicators 2017 Actual                        2017 Target                     2018 Target
 

  
Hazardous waste 
volume (tons)            156                       N/a             <200

Scrap (tons)            520                       N/a             <500

Accident 
record - TRR                           14,07                     N/a                   9

Staff rotation            15%                      N/a               13%

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

Risk Management 
implementation                      N/a                      N/a                 Yes

ESG Rating ESG Indicators

                            2016                      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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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-
nised 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 
disclosed 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 organisa-
tion should always be alert for new potential conflicts of 
interest and they must be communicated to the appropri-
ate parties. The appropriate party would be the Compli-
ance 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.

06.
Innova Capital’s 
Responsible 
Investing Policy

 

Innova Capital’s 
Code of Conduct 

The code contains guidance 
in the areas of responsible 
investing, ethical behavior, 
personal integrity and compli-
ance with Innova Capital’s Seven 
Core Values 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 formal basis for Innova’s 
principles of ethical behaviour and the procedures for en-
couraging conduct in line with the Code while discouraging 
practices or actions not in line with the Code.  

The objective of this 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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The main principles 
outlined by Invest 
Europe’s Code 
and incorporated 
in Innova’s own 
Code of Conduct are:



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 
legal entities and funds 
managed by those entities) 
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 officers 
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 investment 
adviser, as the case may be, to be necessary or appro-
priate to avoid or diminish such conflicts of interest and 
report them properly in the organisation and to Advi-
sory 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 target. 

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. 

No one may 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 rela-
tions, has a direct or indirect financial interest. Nor 
may the supervised person work on or deal with any 
matter where there are other circumstances that might 
undermine trust in the investment professional’s own 

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 teamwork. 

5. Mutual Respect: We recognise 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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ESG Reporting

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 monitored 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 op-

portunities, which require a deeper knowledge of certain 
areas. It also uses Global Reporting Initiative (GRI) Sector 
Guidance where appropriate, particularly in areas such 
as financial services and media, the risk of which would 
normally 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 investors 
and all other stakeholders of the investee companies. 

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 advisers;

• If there are significant ESG issues, typically related to 
specific environmental or social risks, these would be 
examined by specialist advisers;

impartiality or to the integrity of the work. All supervised 
persons have an obligation to act in the best interests 
of Innova. In the course of meetings or activities, board 
members/investment professionals will disclose any in-
terests 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 in-
terests of two organisations in which the board member/
investment 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 automati-
cally be referred to the Advisory Board / Investor Commit-
tee 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 in-
formation against the interests of members of the Group. 
All supervised persons are obliged to sign the confidenti-
ality agreement as a part of an advisory or employment 
agreement. Proprietary and confidential information gen-
erated and gathered in our business is a valuable Innova 
asset. Protecting this information is critical to Innova’s 
reputation for integrity and its relationship with its clients, 
and ensures compliance with the complex regulations gov-
erning 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 competi-
tion rules in the markets in which the Company operates. 

Equality and Diversity 
Innova will show respect for all individuals and make ac-
tive efforts to ensure a good working environment charac-
terised by equality and diversity.
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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 
investment. 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 perceives not being aligned with the established Innova 
Capital risk profile;

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

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 contracts 
and completion. This means that on completion (or excep-
tionally already earlier) the 100 day plan can be executed 
immediately. 

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

• Within 100 days of the transaction completing, ad-
ditional information is obtained from portfolio compa-
nies using a tailored questionnaire and interviews with 
the company. Fund Operations carries out this exercise 
normally 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;

• Responsibility for the execution of ESG objectives will be 
allocated to specific managers and deal team members.

Post-investment stage
Having already established the levels of risk and oppor-
tunities, 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 diligence and the 100 Day Plan are monitored and ad-
justed 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 
specific 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 extend and reinforce its activities in this area, 
Innova Capital has undertaken to expand its policy and 
reporting and has become a signatory to the UNPRI pro-
gram in 2016. In addition the Group takes its obligations 
seriously as a member of Invest Europe and specifically the 
responsibilities 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 Innova ESG 
Rating System

In its annual ESG report, 
Innova Capital is looking 
to provide a full overview of:
• the ESG risks and opportunities identified in individual 
portfolio 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.

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 
it operates. It could therefore have a permanent nature, increas-
ing the risk of a portfolio company in this particular category. 

The example used in the table presented relates to Bakalland. 
The special factors evaluated in this rating relate to:

• Waste management, which in the case of Bakalland relates to 
both food waste (its minimisation, storage and disposal proce-
dures) and packaging;
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• Supply chain (under social risk), which refers to the spe-
cific issue identified at the beginning of the investment re-
lating to ‘at risk’ countries being sources of supply without 
full supplier audits being carried out. This issue has largely 
been addressed now and and the special factor was elimi-
nated in 2017. 

An additional special factor on entry at Bakalland, which 
has already been eliminated related to retrenchment (fol-
lowing the merger of Bakalland and Delecta). There is a 
small highlight on the environmental track record, as the 
company has paid small fines in the past relating to minor 
infringements and this point should also be actively re-
viewed on a regular basis. Several governance issues were 
highlighted in 2015 during the merger process, when it 
was being monitored if the stronger governance process-
es at Delecta were being successfully incorporated into 
Bakalland.

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.

                     
                     Compliance with local laws                                                                               20%                                                2   0.40 
 International environmental conventions and standards                                      5%                                                2   0.10 
 Risk Management                                                                                                     10%                                                4   0.40 
 Environmental track record                                                                               15%                                                4   0.60 
 Effluents                                                                                                                           10%                                                3   0.30 
 Emissions                                                                                                                           10%                                                4   0.40 
 Resource conservation                                                                                                        5%                                                3   0.15 
 Waste management                                                                                                       5%                                                5  0.50   0.75 
 Water use                                                                                                                             5%                                                3   0.15 
 Biodiversity                                                                                                                            4%                                                2   0.08 
 Sensitive forests                                                                                                                    3%                                                  -   
 Climate change                                                                                                                      4%                                                3   0.12 
 Supply chain                                                                                                       4%                                                5   0.20          
                                                                                                                                                                   100%                                               0.50   3.65 
                      
                     Compliance with local laws                                                                                                15%                                    4   0.60 
 Minimum wage                                                                                                       5%                                                 3   0.15 
 Discrimination                                                                                                       5%                                                4   0.20 
 Representation                                                                                                       5%                                                3   0.15 
 Vulnerable labour                                                                                                       5%                                                2   0.10 
 Human resources                                                                                                     10%                                                5   0.50 
 Risk Management                                                                                                     10%                                                4   0.40 
 Health and safety track-record                                                                               10%                                                3   0.30 
 Supply chain                                                                                                       3%                                                5  0.50   0.65 
 Local communities                                                                                                       3%                                                3   0.09 
 Consultations                                                                                                       3%                                                3   0.09 
 Cultural matters                                                                                                       3%                                                4   0.12 
 Non-local workers and remote locations                                                            3%                           2   0.06 
 Retrenchment                                                                                                     10%                                                6   0.60 
 Use of security force                                                                                                       5%                                                3   0.15 
 Road safety                                                                                                        5%                                                3   0.15    
                                                                                                            100%                                              0.50   4.31 
                    
                     Country corruption situation                                                                                  5%                                                3   0.15 
 Business integrity of company                                                                               10%                                                3   0.30 
 Code of conduct                                                                                                     10%                                                4   0.40 
 Anti-bribery                                                                                                     10%                                                4   0.40 
 Anti-money laundering                                                                                                     10%                                                4   0.40 
 Accounting and compliance                                                                               10%                                                4   0.40 
 Dealings with government                                                                                  5%                                                4   0.20 
 Commitment to good corporate governance                                                          15%                                                4   0.60 
 Control and risk management                                                                                15%                                                4   0.60 
 Transparency and disclosure                                                                               10%                            4                        0.40                    
                                                                                                                          100%                                                  -     3.85

Key due diligence areas    Risk Weighting 
General 

Bakalland
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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 ensure 
that the risks could start to be more clearly identified and re-
ported. 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.

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 peo-
ple 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 deci-
sion 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 report-
ing 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. /

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.



09.
Disclaimer

This document is providing general information about 
Innova Capital. This document is not intended to be 
and does not constitute a recommendation, offer, so-
licitation or invitation to subscribe, and is not intend-
ed for distribution or use, in any jurisdiction where it 
would be contrary to applicable laws, regulations or 
directives. Prospective investors should make their 
own inquiries and consult their own professional ad-
visers as to the applicable laws in any particular juris-
diction and the consequences arising from a contra-
vention of them at any relevant time. Any failure to 
comply with such restrictions may constitute a vio-
lation of applicable securities law. While every care 
has been taken in preparing this document, except as 
required by law, none of Innova Capital entity or their 
associates makes any representation or warranty as 
to the accuracy or completeness of any statement, 
including, without limitation, 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 pro-
spective investor would consider material, and has 
been prepared without taking account of any particu-
lar person’s objectives, financial situation or needs.

Accordingly, the information in this document should 
not form the basis of any investment decision. A per-
son should, before making any investment decision, 
consider the appropriateness of the information, and 
seek professional advice, having regard to the per-
son’s objectives, financial situation and needs. This 
document is provided to you strictly on a confiden-
tial basis and the information contained in it must be 
kept strictly confidential (with the exception of pro-
viding it to your professional advisors who are also 
contractually and/or professionally bound to keep it 
confidential) and may not be reproduced or redistrib-
uted (in whole or in part) or otherwise made avail-
able to any other person in any format without the 
express written consent of Innova Capital. All infor-
mation contained in this document, unless otherwise 
specified, is current at the date of publication and 
will not be updated or otherwise revised to reflect 
information that subsequently becomes available, 
or circumstances existing or changes occurring after 
that date. By accepting a copy of this document, you 
agree to be bound by the limitations, terms and con-
ditions set out in this notice.
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