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INTRODUCTION
NorthEdge Capital (“NE”) is a private equity fund manager, focussed on lower mid-market buy-outs.
We invest in like-minded businesses and management teams who have the ambition and potential to
become market-leaders.
This responsible investment (RI) policy outlines how we incorporate environmental, social and
corporate governance (ESG) factors across the investment cycle, alongside financial and business
performance considerations, and in line with our investment strategy.
Several examples of the ESG factors that we assess, monitor and seek to improve, are included in the
appendix.
MISSION
NE’s mission is to realise the potential of portfolio companies, management teams and employees to
create long-term sustainable value, which in-turn will generate market-leading returns for our investors
(Limited Partners, or LPs).
Through our ownership and investment in companies across an average 3-5 year hold period, we
believe we have a responsibility to a wider stakeholder group and society at large to encourage our
portfolio to adopt high ethical standards and act in a sustainable and responsible manner, thereby
advancing their real economy influence (“REI”).
We recognise that effective assessment and management of ESG matters has a positive impact on
the financial performance and value of our portfolio companies, ensuring RI is well aligned to our core
purpose.
The motivation for this RI policy is to preserve our fiduciary duty to our LPs whilst simultaneously
confirming our approach and commitment to this agenda to NE staff and our portfolio companies. The
integration and adoption of this policy will support a consistent approach to RI implementation whilst
following our investment strategy and mandate.
OUR DEFINITION OF RESPONSIBLE INVESTMENT

The incorporation of environmental, social and corporate governance (ESG) factors
into our investment processes, decision-making and ownership practices.
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COMMITMENTS AND PRINCIPLES
We aim to align our activities with relevant national and international standards and have therefore
adopted the UN Global Compact to assist in our early-stage screening of potential investee
companies. Whilst there have been certain instances where ESG factors have caused us to “walkaway” from an opportunity, for the majority of cases, we instead seek to leverage the principles of
“active ownership” to enable improved management of ESG risks and opportunities, arising from our
involvement with the business.
This policy also exists to acknowledge and develop adherence to the six Principles of Responsible
Investment (PRI) that NE endorsed in 2012.
In addition, our own principles of RI and management of ESG factors are to:
Promote and maintain the highest standards of business integrity at all times.
Promote compliance with relevant laws and regulations in our portfolio companies’ geographical
areas of operation.
Adhere to and promote a culture of continuous improvement and good governance.
Encourage a relevant level of ESG disclosure with key stakeholders.
Require portfolio companies to define annual objectives; then monitor and report against their
progress on an annual basis through our ESG Analytics tool.
Uphold a consistent approach towards the incorporation of ESG factors across the whole
investment cycle.
Respect international human and labour rights principles, health and safety standards, and not
tolerate any form of discrimination.
Screen the potential portfolio companies for positive and negative ESG factors.
NE commits to not invest:
a) In companies whose primary business activities involve the following products or activities:
• Manufacturing, distribution or sale (including financing thereof) of arms or ammunition
of any kind;
• Manufacturing, processing, distribution or sale of tobacco products;
• Distilled alcoholic beverages;
• Operation of casinos or other equivalent gambling facilities;
• Research, development or technical applications relating to electronic data programs or
solutions which aim specifically at supporting any activity referred to in this list, internet
gambling or online casinos or pornography or are intended to enable persons to illegally
enter into electronic data networks or download electronic data;
• Products or activities involving harmful or exploitative forms of forced labour / harmful
child labour
• The trade in human body parts or organs
• Animal testing for cosmetics or food products
• Pornography
• Nuclear power generation or fuels
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Unbonded asbestos fibres
Drift net fishing
Controversial technologies such as:
 Stem cell research;
 Genetic modification; or
 Recruitment for human testing.
• Companies which operate in specific locations where its activities carry high risk of
material harm to people or the environment, such as:
 Environmentally protected areas;
 Sites of Special Scientific Interest;
 Habitats of rare or endangered species;
 Fisheries of economic importance;
 Land occupied by indigenous people or vulnerable groups;
 Primary or old growth forests of ecological significance; or
 Culturally or archaeologically significant areas.
b) In companies whose business majorly involves any:
• Operations that are illegal under UK law or national laws in the countries in which the
company operates.
• Products or activities that are banned as per global conventions and agreements (e.g.
certain pesticides, chemicals, wastes, ozone depleting substances and endangered or
protected wildlife or wildlife products) which cannot be resolved under our ownership.
• The supply or purchase of sanctioned products, goods or services to or from countries
or regions covered by UN or UK government sanctions.
c) In companies with the sole purpose of removing or avoiding portfolio company pensions
liabilities.
With regard climate change and climate risk, we have reviewed the PRI’s Inevitable Policy Response
research and became a signatory to the Taskforce on Climate Related Financial Disclosures in 2019 issuing our first report under the TCFD in 2020.
The two dovetail into our portfolio management approach, where through our ESG governance
framework we look to integrate climate change and climate risk through active ownership in our
investee companies (several specific qualitative and quantitative measures are climate-related).
With regard to our investment strategy in new business activities in response to climate change and
climate risk, we are thematically focussing our origination team on opportunities that will be created
by climate change. We apply the same approach to both physical, transition and second-order risks.
This effort is becoming increasingly systematic within our new business function. We identify and
track ‘co-linearity’, ‘turnaround’ and ‘does or may cause harm’ for new investment opportunities which
reach the ‘introductory paper’ stage of our investment funnel, with regard to the 17 UN SDG’s.
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Overall, our house approach to climate change was reinforced through our co-signatory led launch of
Initiative Climat International (“iCI”) in the UK during 2020, and it is thoroughly detailed (through
governance and scenario planning), in our TCFD report (available on our website).
APPLICATION OF POLICY
Scope
This policy will cover all of our assets under management and apply to existing and future investments
and to both ESG risks and ESG opportunities. It will exist alongside our investment policy document
which covers all operational aspects of pursuing our investment strategy and mandate. This policy will
influence the consideration of ESG factors, as well as sustainability, in relevant internal guidelines,
private placement memoranda and annual portfolio company reviews.
This policy applies to NE and our portfolio companies.
The investment cycle and consideration of ESG factors
We follow our mission by incorporating ESG factors into our investment processes, decision-making
and ownership practices that directly influence portfolio companies to enhance performance in these
areas. Our investment process throughout the deal cycle ensures that the values and business
practices of each company are considered.
ESG factors are considered in every phase of the investment life cycle as outlined below:
Pre-investment: Our new business team completes an ESG screening document ahead of
commissioning any external due diligence, in order to understand the ESG profile of the target
company and highlight any potential factors requiring further due diligence. This covers
adherence to the UN Global Compact, health and safety, sustainability, climate risk as well as
sector/geography risks. It is completed with the deal team and C-Suite representative of the
target company.
Post-investment: We are active owners in all our portfolio companies. However, the portfolio
company Boards are responsible for managing ESG factors on a day-to-day basis. We manage
portfolio companies’ ESG developments through a combination of Board participation as well as
ongoing monitoring of progress at a central level, which is intended to spark focus on ESG risks
and opportunities which management can then pursue. We will actively introduce independent
non-executive directors and / or a chairperson into portfolio companies, who are tasked to
support such activities. We introduce and evolve the following ESG and sustainability metrics
(across the portfolio):
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Quantitative Core Metrics: All Portfolio Companies Report (Brackets Represents Metric
Format to Report)
1. Revenue generated by each kWh of energy consumed (£s)
2. Revenue generated per m3 of water consumed (£s)
3. CO2 equivalent emissions generated (CO2e) by direct business activities: Scope 1 &
2 Emissions (Tonnes of CO2e)
4. Revenue generated by each CO2e emission (£s)
5. Compliant with Modern Slavery Act (Yes; No; or Don't Know)
6. % of Employees Paid (at least) the National Living Wage (%)
7. Diversity:
 Policy on Equal Opportunities (Yes; No); & Policy on Diversity & Inclusion (Yes;
No)
 Current Board construction (% females on the Board); & Current Board
construction (% ethnic minorities on the Board)

•

Qualitative Core Metrics: All Portfolio Companies Report (Written Response; Free Text)
1. Describe the approach to supply chain sustainability (e.g. talk to key supplier
dependency, any emerging market-based suppliers and the governance approach in
place)
2. Describe the quality and transparency of the businesses purpose, values and
objectives
3. Describe the sophistication of the approach to cyber security
4. Describe your interpretation of climate change risk (e.g. any direct impact from
changing regulations or changing climate on business operations; supply chain;
customers; or product/service profitability prospects)
5. Assess the sustainability risks and opportunities that the Board is considering (e.g.
ProHire: EV's; FIS: Circular Economy; ITC: Long-Haul Travel Risk; & Belfield low CO2e
Manufacturing)
6. Review the 17 UN SDGs: what initiatives are underway to mitigate harm or contribute
solutions (e.g. Clearly Drinks, increase in recycled plastic content and canning,
enhances Goal 14 - Life Below Water)
Outline Any Additional Material ESG Risks or Opportunities (That You and the Board are
Focused Upon); Not Covered Above

•

At exit: NE will include information on a company’s ESG performance in the documentation that
will be disclosed to potential buyers. This information will showcase any efforts made during
the ownership period with regards to ESG management / performance improvement and
highlight contributions made to the value of the investment.
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NorthEdge’s ESG impact
With regard to NE’s own ESG impact, we will effectively integrate consideration of ESG factors into
our own operations and set ESG objectives and targets for the future. We also complete an ESG
review for NorthEdge LLP, annually.
In 2020, we offset our Scope 1 and Scope 2 CO2e emissions – through a platform certified by Gold
Standard.
GOVERNANCE OF RI POLICY IMPLEMENTATION
Organisational leadership
NE has appointed Prem Mohan Raj (CFO) to provide senior sponsorship and accountability for RI and
to lead our policy development and implementation activities with the aim of further embedding RI
into our culture. George Potts, who reports to Prem Mohan Raj, will also support NE’s new business
team in the identification and management of ESG factors and provide them with appropriate support.
Over time, RI policy implementation and consideration of ESG factors throughout the investment cycle
will be included in staff appraisals and individual development plans. Firm-wide ESG induction training
is in-place and ongoing.
New business team’s responsibility
The new business team has responsibility for performing an ESG analysis pre-investment, through the
100-day plan implementation post-investment as well as for active ownership activities leading up to
exit. The Partner Group has oversight of these activities.
Stakeholder engagement
NE will actively identify key stakeholders and develop a dialogue relating to our own and our portfolio
companies’ ESG performance. Any material content from these dialogues will be incorporated in our
strategy and approach to continuously improve our operations.
Reporting
We include an ESG section in our quarterly and annual reporting to LPs. This covers ESG performance
at both the portfolio companies and NE. We will also report material ESG incidents to LPs in a timely
manner.
Policy governance
Prem Mohan Raj (Partner, CFO) has executive oversight of RI policy compliance while George Potts
(“Director”) leads policy development and incorporation activities.
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The policy has been approved by:
Prem Mohan Raj (Partner, CFO)

…………………………….
Please contact Prem Mohan Raj or George Potts if you have any questions in relation to this RI policy:
prem.mohanraj@northedge.com
george.potts@northedge.com
This RI policy is effective from: 1 April 2021
Next scheduled review due: 1 March 2022
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APPENDIX 1: EXAMPLES OF ESG FACTORS
From the Principles for Responsible Investment1
Environmental (E)
Issues relating to the quality and functioning of the natural environment and natural systems. These
include: biodiversity loss; greenhouse gas (GHG) emissions, climate change, renewable energy, energy
efficiency, air, water or resource depletion or pollution; waste management; stratospheric ozone
depletion; changes in land use; ocean acidification and changes to the nitrogen and phosphorus cycles.
Social (S)
Issues relating to the rights, well-being and interests of people and communities. These include: human
rights, labour standards in the supply chain, child, slave and bonded labour, workplace health and
safety, freedom of association and freedom of expression, human capital management and employee
relations; diversity; relations with local communities, activities in conflict zones, health and access to
medicine, HIV/AIDS, consumer protection; and controversial weapons.
Governance (G)
Issues relating to the governance of companies and other investee entities. These include: board
structure, size, diversity, cyber security, skills and independence; conflicts of interest; executive pay;
shareholder rights; stakeholder interaction; disclosure of information; business ethics; bribery and
corruption; internal controls and risk management; and issues dealing with the relationship between
a company’s management, its board, its shareholders and its other stakeholders. This category may
also include matters of business strategy, encompassing both the implications of business strategy
for environmental and social issues, and how the strategy is to be implemented.

1

http://www.unpri.org/viewer/?file=wp-content/uploads/2013-14_PRI_RF_maindefinitions.pdf
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APPENDIX 2: NORTHEDGE CASE STUDY
In 2017, we acquired a majority stake in Future Industrial Services (“FIS”), a specialist environmental
services and hazardous waste business.
The initial review of FIS resulted in active ownership engagements during the hold period, with
an initial “over” investment of over £500k and an extensive 100-day plan for the company. That
investment and the subsequent action plan has driven the following improvements:
Environment Agency “Operational Risk Appraisal”:
• Entry: BBEAB
• Latest: AAAAA
Resource efficiency:
• £ revenue/kWh electricity from £15 at entry to £16 latest
• £ revenue/m3 water from £930 at entry to £2,343 latest
Certification:
• Passed previously failed commercial acceptance testing with blue-chip clients for multi-£m,
multi-year contracts
• Regained safe contractors & green flag on client sites, further entrenching the defensibility
of key revenue streams
Investment for growth:
• We have invested an additional £1m of capital to support the development of an electronics
waste recycling centre on the South Coast, driving the business toward 50% revenue derived
from SDG-aligned activities
Coupled with FIS’ extensive recovery, recycling and low CO2 mile solutions for clients – this
facility will deepen the businesses alignment with the UK’s circular economy
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