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The Environmental, Social, & Governance concept encourages investors to seriously consider risks that could injure a company if it
fails to properly protect itself. Sometimes the risks damage the company’s reputation, sometimes they invite lawsuits, and other
times they harm a company as they cause forced interruptions.

To help contextualize, we will discuss the E, S, and G separately, though they can become blended and difficult to untangle.

GOVERNANCESOCIALENVIRONMENTAL

INTRODUCTION
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This area draws controversy, as some investors feel that the objective of profitable ventures should not be to save the planet.

Understanding Environmental Risks 

However, this perspective is too narrow and a business should pay attention to environmental risks not just to care for the
planet, but to safeguard and even improve its long-term viability.

Beyond the downside risks, opportunities can arise from considering environmental factors as companies that find new,
more-efficient ways to do things can reduce their energy usage, which both helps the environment and lowers business costs.

In 1989, Exxon (now ExxonMobil) was running a ship that was only 3 years old, but it was single hulled rather than double,
which increased the chances of a catastrophe should it run aground. If Exxon had paid for a double-hulled ship and better
controlled the alcohol consumption of its ship captains, it could have avoided the $2 billion in clean-up costs and $1.8 billion in
habitat restoration that resulted from its ship running aground in Alaska. The additional expense Exxon would have paid for a
ship less likely to spill need not have been for save-the-planet reasons—but rather to sidestep crippling costs down the road.
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This area can be difficult to articulate, as extreme examples such as utilizing child or slave labour seem unlikely in most
modern businesses.

Understanding Social Risks 

That being said, some well-known companies that would never have directly employed such methods have been associated
with these practices after outsourcing production and failing to verify the standards of their supply chains.

More recently, the COVID-19 pandemic offered a rare opportunity to study the effects of companies’ social policies.

In December 2020, workers attacked an iPhone factory in India, claiming forced overtime and pay check withholding. While the 
factory was not run by Apple itself, this incident damaged the company’s global reputation, despite its rules for suppliers 
intended to prevent such a maelstrom.

In other words, spending more to do the right thing socially could lead to improved stock market performance. These
proactive social investments likely led to businesses better able to survive the pandemic, as they will have won the loyalty of
the workforce, supply chain, and even customers.

Harvard published a study reporting its findings from the COVID-19-induced market crash of March 2020. Researchers found
that positive sentiment around a company’s social response to the pandemic—such as providing sick leave for afflicted workers,
prepaying suppliers to ensure they stayed in business, and shifting production to address the immediate needs of the pandemic
- led to stock performance that significantly exceeded that of companies that had cut workers and costs and hunkered down to
wait out the pandemic.
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Understanding Governance Risks 
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Governance has been a consistent 
focus since the early 2000s

when corporate governance 
scandals led to legal reforms such as 
adding more independent directors 

and holding public company 
executives legally responsible for 

their communications to investors.

More recently, many advocates
for corporate governance reform 

have focused on the diversity
profile of boards of directors

as well as pressuring companies
to incentivize a

focus on stakeholders, not just 
shareholders. 

While some feel that business is not 
the place to make social change, ample 

research exists proving that diverse 
teams make better decisions, as they 
avoid groupthink and view problems 
through multiple lenses, thus helping 

to produce better products and 
services and anticipate risks.
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IMPLEMENTING ESG
IN THE PRIVATE MARKETS
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In the public markets, conflicting forces exist where Wall Street wants every
quarter to be better than the last, while investors with a longer-term view
pressure companies to spend now to mitigate potential future risks

Many large investors have been using their significant ownership stakes to
agitate for public companies to take a longer-term view by managing and
reporting on the material risks faced by these businesses

Private capital fund managers are also feeling pressure from LPs and other
stakeholders to consider a sustainable investment framework

While we are a long way from standardized ESG reporting that LPs can pull
together from disparate managers to get a total portfolio overview of their
risks, movement is nonetheless happening
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For starters, private markets investors have the luxury of longer-term thinking - as opposed to the public markets, which
are cornered by quarterly expectations.

When it comes to start-ups, it is far better to implement proper E, S, and G principles from the onset than to try to retrofit a
mature company. This would have a greater immediate impact than the recent approach whereby companies set up plans to
retroactively improve their profiles.

An excuse given particularly in the VC universe is that considering ESG factors would be too burdensome for a young
company; it would be expensive and distract from growing the business. But a good case can be made that this industry is
exactly the right place to incorporate sustainable investment ideas.
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REPORTING STANDARDS
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LPs use to feel that it is not their place to try to
influence a GP’s investment process but recently,
some investors are coming together to effect
change.

There’s now a consensus that ESG risk is investment
risk, and ESG reporting is soaring to the top of the
agenda.

However, though the ESG metrics seem clear, it is
technically very challenging for a GP to know what
needs to be measured and improved. The ESG
reporting landscape is cluttered with a large
number and variety of reporting frameworks.
Using different lenses to assess ESG integration is
difficult enough for a company, but it is even more
complicated for a fund manager with a diversified
portfolio as it could get wildly different reports
from each of its portfolio companies.

More often than not, the recipient is still left with a
collection of data that is difficult to turn into
information.

LPs and GPs therefore want a better way to measure
and report sustainable investment activities and
risks.

Many organizations have attempted to tackle these
identification and reporting difficulties, which in
turn has led to a proliferation of standards.
Unfortunately, most of these organizations are
based in the US and in the EU which means that
many of the standards they are suggesting are not
adapted to the MENA region (i.e. most MENA
countries don’t rate local companies’ carbon
footprint).
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However, some standards are being widely adopted and progress has been made toward a global
agreement on the best way to approach this complicated issue.

Improve
the world

Recognize material
business risks

Widespread recognition
and adoption

Not always
investable goals

Stakeholders are secondary
to inbound business risks

Some risks are ignored

PURPOSE STRENGTHS DRAWBACKS

Industry-specific guidelines, 
material business risks

Be transparent about
a company’s

impact on the world

Stakeholder
value framework
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The Institutional Limited Partner Association (ILPA) is also currently collecting
best practices for LPs implementing ESG programs.

In June 2019, ILPA released Principles 3.0. These principles, the origins of which
date back to 2009, cover economic terms that a variety of investors came
together to deem best practices for private market funds. The latest edition
included a section on ESG policies and reporting.

To quote ILPA: “GPs should consider maintaining and periodically updating an
ESG policy, provided to all LPs or to potential LPs on request”.

In the ILPA approach, LPs can submit ideas across several areas, including
Organizational Policy and Infrastructure, Due Diligence, Investment Decision-
Making, and Managing GP Relationships. Each of these has subcategories as
well, including resources LPs can use to develop or improve their own practices,
which is what MEVP is trying to do in the MENA region.
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WHAT MEVP ASKS
FROM ITS PORTFOLIO COMPANIES
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Overall, regulations and LP pressure seem to be pushing the private markets
toward the precipice of widespread ESG adoption

On a best effort basis, comply with the ESG Requirements

Take all reasonable steps in anticipation of known or expected future
changes to the ESG Requirements

Provide MEVP with regular updates regarding the status of the ESG 
Requirements and their implementation

MEVP believes that the risk factors identified as part of the ESG framework are
worthy components of the investment process

Portfolio Companies in which the MEVP Funds have invested will therefore be
required to put an ESG Policy in place and ensure that they will:
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PRELIMINARY GUIDELINES

It’s important to take into consideration the nature, size and complexity of the portfolio company's activities to assess its potential
level of exposure and a different risk assessment may be attributable to the different business offerings. However, the principal areas
of improvement generally include:

The decision on which framework to adopt should ultimately come down to the questions of materiality and relevance, which can be
assessed in the first instance by considering the intended audience (for example, investors, boards, insurers, creditors, employees,
governments, auditors) and what they will do with the information (to make financial decisions, compare performance between
organizations, or to ensure compliance).
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ENVIRONMENTAL GUIDELINES

Strategies for Sustainable
Resource Management 

Undertaking efforts to reduce waste

Implementing processes for energy recovery

Examples: recycling production, switching 
from

regular electricity to solar panels, providing
carpooling options to employees,

delivering products
on bikes instead of cars, using
Electric cars instead of fuel…

Purification Solutions

Establishment of a purification process
in case the company conducts a certain

degree of impermissible activities

Examples: recycling programs,
donating waste to

environment-focused charities or to
organizations that protect

cultural heritage…
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SOCIAL GUIDELINES

Different ethnicities and 
nationalities should feel 

encouraged to work in the 
Company

The Company could also 
commit to hiring people with
disabilities and adapting the 

workplace to their needs

Promoting
Diversity

and Inclusion 

Investing in
the Next

Generation 

Increasing the number
of fresh graduates/young

people amongst
new hires

Encouraging existing
employees to seek higher 

education through
sponsoring programs

The Company should ensure 
ease of access to resources 

and opportunities regardless 
of gender, including economic 

participation and
decision-making

The percentage of women at 
employment/management 

level should more or less equal
to the percentage of men

Anti-Harassment Rules

Anti-Discrimination Rules

Whistle Blower
Protection Rules 

Breaking
the Glass

Ceiling

Implementing
Workplace

Safety Rules
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SOCIAL GUIDELINES

Securing employee’s rights to reasonable working hours.

Are employees regularly requested to work beyond such working hours? Is there an internal approval

process if a manager needs an employee to work outside of regular working days and working hours?

Will the employee be remunerated for the extra efforts?

Parental Leave: All parent employees should be granted considerable parental leave, not only mothers.

Bereavement Leave: Employees should be entitled to compassionate leave when a member their

immediate family or household dies or contracts a life-threatening illness/injury.

Remote working is highly encouraged. The Portfolio Company should be equipped to operate

100% remotely. It is also recommended to give employees the choice to work from home, at least

for a couple of days a week.

Moreover, the Portfolio Company should consider certain exceptions (i.e. for women during the year after

their maternity leave or someone who has health issues…)

Whereby certain employees are granted more flexibility in terms of remote working.

Balanced Working
Conditions
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GOVERNANCE GUIDELINES

Proper Risk
Management

Strong Checks
and Balances

Improving the
Company’s 
Approach to
Transparency

Appointment of an AML Officer.
Implementation of internal processes for employees to report issues or ask questions.
Analysis of the principal risks faced by the Group (i.e. bribery, corruption, financial crime…)

What are the principal risks?
Who identities them?
How are they reported and recorded?
Internal process to mitigate such risks and effectiveness of those systems 

Clear assignment of duties.
Quarterly board meetings and systematic reporting to the board.
Decisions should b subject to an approval process (recommendation to have several steps or required approvals
before an authorization is granted)? What are the alternative solutions in case of a dead-lock? Are certain
sensitive decisions subject to a supermajority approval? Does the board have an independent director?
Properly organized cooperation between departments is highly encouraged.
Establishment of control and evaluation systems to ensure the Check and Balances are respected.

Prompt notification by the Portfolio Company to MEVP if a Serious Incident occurs, and regular updates 
about the progress of any remedial action.
Willingness of the Portfolio Company to disclose its Remuneration Policy and particularly the details of 
Executives Remuneration.
Dealing with regulators in an open and co-operative manner.



ESG @ MEVP
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Investing in sustainable sectors such as
technology and mobility

Areas where we are already doing well

ENVIRONMENTAL SOCIAL GOVERNANCE

Dealing with regulators in an open and
co-operative manner

Hiring fresh graduates and offering internship 
opportunities (30+ university students so far)

Waste minimization, recycling and energy
saving Corporate Social Responsibility example:

Inspiring young students to become
entrepreneurs by sponsoring business competitions
and mentoring participants

Gender Balance at employee level

Proper AML Risk Management

Employee Data Protection

Endorsing Transparency

Analysing the principal risks faced by the
Group and implementing the relevant remedial
actions

Ensuring business continuity by being equipped 
to work 100% remotely

Workplace safety by adopting Anti-Harassment
and Anti-Discrimination Rules

Work-life balance by introducing paternal leave
and allowing certain employees (i.e. women during
the year after their maternity leave or anyone
who has health issues…) to choose to work remotely

An Internal Process was also recently put in place for employees to report ESG-related issues or ask questions



23

We are constantly trying to do better in terms of ESG compliance and our next goals include:

Implementing rules for Whistle-Blower protection, increasing diversity by having more women at management level (members of
BoD, IC, LPAC) and more varied ethnicities within the team

Hiring “people of determination” and hosting them as interns/trainees

Implementing a purification process in case our investments or daily activities cause negative environmental impact through a
certain degree of impermissible activities (i.e. recycling programs, donating waste to environment-focused charities or to
organizations that protect cultural heritage…)

An ESG Survey will be sent to our existing Portfolio Companies to assess their compliance with ESG requirements

We will then collect the Data and use it to come up with specific guidelines that will be sent to the MEVP LPs and Portfolio Companies
along with the results of the above-mentioned survey

Portfolio Companies will then be encouraged to prepare an ESG Policy based on guidelines that will also be shared by us

Moving forward, we will be taking ESG factors into consideration when assessing investment opportunities and we will
also start requiring quarterly reporting on certain metrics and any important changes:

As a first step, there will be an ESG section in each Portfolio Company’s slide in our LP Reports

Eventually we will have an annual ESG report that will be shared with all stakeholders

Next Steps
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Disclaimer: This report is not intended to create, and does not constitute, an
attorney-client relationship between the reader and any person or entity
connected with MEVP. This report should not be used as a substitute for
competent legal advice from a lawyer. Neither this report, its content, nor any
communications between the reader and MEVP is intended to provide, and in no
event shall it be treated as providing or constituting legal advice.


