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Private Equity
As ESG risks can develop over time and affect companies, sectors, 
and regions, the assessment of these factors is integral to the pre-
and post-investment process. We require quality information to make 
good investment decisions and we must own a company to be able to 
influence its governance and operational practices. 

Shortly after taking ownership of any company, we outline our 
expectations as they relate to responsible investing. We encourage 
companies to identify practical and realistic solutions to ESG risks, 
and we recognize that introducing good governance and operational 
practices takes time.

Direct Investment Case Study: Pilot Freight Services

Established in 1970 and based in Lima, Pennsylvania, Pilot Air Freight 
LLC (known as Pilot Freight Services) is a full-service transportation and 
logistics provider with over 75 locations throughout North America and 
Western Europe and 87 core international partners.

In 2016, bcIMC invested in Pilot Freight Services in partnership with ATL 
Partners. bcIMC holds a 45.4 per cent equity stake and bcIMC and ATL 
hold joint control of the board. All key votes require the support of at 
least one board member from each of bcIMC and ATL.

Through our board presence, bcIMC has worked with our partners 
and the executive team to establish strategic direction and improve 
reporting. In the most recent board meeting, we pushed for an allocation 
of time to ESG matters. A member of our ESG Integration team attended 
the board meeting to evaluate the board’s approach to ESG matters and 
governance, and to provide recommendations, where appropriate.

bcIMC will continue to work with the company to improve reporting on 
all fronts and provide strategic direction through our quarterly board 
interactions as well as our weekly and ad-hoc interactions with the 
executive team and our partners.

Our investment in Pilot aligns with our commitment to invest more 
capital on a direct basis and manage more assets internally. It also 
provides us with an opportunity to partner with an industry leading 
company and an experienced management team that has the capability 
to scale its business operations over time.

Our transformation refocuses bcIMC 
to become an in-house asset manager 
that uses sophisticated investment 
strategies. Although our private equity 
investments are heavily weighted 
towards funds, we are increasing the 
number of direct investments in our 
portfolio with the view to manage a 
greater percentage of our assets in-
house.

When we invest directly, we gain more 
oversight into a company’s governance, 
strategy and operations. When we have 
a significant ownership interest, we 
appoint representatives to the board 
of directors. In this way, we are able 
to influence the ways and means of 
increasing the company’s long-term 
profitability and mitigating its ESG risk. 
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Private Equity Funds
Approximately 80 per cent of our Private Equity program is invested in funds1, which are managed by best-in-class 
external managers with sector and regional expertise. As a long-term investor who will continue to have some 
exposure to funds for the foreseeable future, it’s important that our managers integrate ESG considerations into their 
legal agreements, investment activities, as well as their processes and reporting. 

It’s equally important that fund managers consistently and reliably disclose their ESG-related activities so that we 
have the information we need to make informed decisions. bcIMC works with fund managers that are committed to 
transparency and disclosure. 

PRI Private Equity Advisory Committee

In July 2017, the PRI Private Equity Advisory Committee 
released a new guide — Incorporating Responsible 
Investment Requirements into Private Equity Fund Terms. 

The guide is designed to bring limited partners and 
general partners onto the same page when they 
discuss ESG matters and how these  elements will 
be incorporated in fund terms as laid out in limited 
partnership agreements. bcIMC was one of six primary 
contributors representing global investors. The group 
also included 25 project contributors, made up of limited 
partners, general partners and legal practitioners.

Before committing to a fund, most limited partners 
assess the general partner’s performance history, 
legal terms, governance structure, and market and 
operational risks. Incorporating ESG due diligence 
should be part of every limited partner’s responsible 
investing process. 

By integrating ESG-related due diligence into our 
manager selection processes we aim to achieve the 
following:

			Establish clear expectations and an alignment of 
investment strategy;

			Demonstrate the weight of its approach to 
responsible investment;

			Gain assurance of the manager’s ESG risk mitigation 
processes;

		 Understand any reputational risks to bcIMC and our 
beneficiaries’ interests on specific ESG issues; and

			Make better investment decisions and enhance 
investment value.

1 As at December 31, 2016
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Fund Investment Case Study: New Mountain Capital

New Mountain Capital (NMC) manages private equity, 
public equity and credit capital with aggregate assets under 
management totaling approximately $19.0 billion1. 

bcIMC has invested with NMC since 2013 and, upon our 
first commitment with the fund manager, we joined the 
Limited Partner Advisory Committee (LPAC). As part of the 
LPAC, bcIMC is able to provide advice and guidance on 
non-investment related matters. Through this committee, 
we have some influence over the fund’s operations and 
strategies and, as with our direct investments, we outline our 
expectations as they relate to responsible investing.

New Mountain Capital has a comprehensive ESG policy and 
reporting framework and their emphasis on responsible 
investing strongly aligns with bcIMC’s beliefs and principles. 
In terms of transparency, NMC has published its internal 
Social Dashboard Report on its website annually since 2008. 
The report tracks various initiatives such as net job creation 
at New Mountain portfolio companies, spending on research 
and development, and capital expenditures. 

NMC has also identified 24 key ESG metrics to apply during 
due diligence, investment, and monitoring stages at its 
portfolio companies, and has developed a reporting process 
to track ESG improvements at each company. 

In regards to governance, NMC focuses on investor 
transparency and disclosure including detailed thesis letters 
and comprehensive reporting, with robust controls for issues 
such as anti-corruption policies. They actively track eight 
governance factors: accounting standards; anti-competitive 
behaviour; board composition; bribery and corruption; 
business ethics; compliance; executive remuneration; and 
risk management.

bcIMC believes that strong corporate governance sets 
the framework for effective company management and 
performance. Poor governance oversight can lead to weak 
business strategy, processes, and systems that impact 
business performance and may damage a company’s 
reputation. By encouraging transparency with their portfolio 
companies and actively engaging with them on ESG issues, 
NMC is in turn able to be transparent with bcIMC. 

We work with external managers like New Mountain Capital 
whose policies and approach to ESG issues align with our 
own and who, through robust reporting, give us a clearer 
understanding of an investment’s governance structure, 
long-term business strategy, financial health and operations

1 New Mountain Capital website http://newmountaincapital.com/
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Public Equities 
We manage a global equity portfolio of more than $65.5 billion, 
accounting for about 50 per cent of our managed assets1. Our 
Public Equities ESG integration activities include proxy voting, 
shareholder engagement, and policy submissions. bcIMC 
advocates for legal and regulatory changes that integrates 
responsible investing principles into regulatory framework 
and improve the investment environment.

By engaging with Canadian and international regulators and 
standard setting bodies, our activities are aimed at addressing 
systemic risks, with the expectation that our efforts will lead 
to greater stability and integrity within the markets. 

Here are a few key policy submissions: 

Alberta’s Securities Commission

In October 2016, we wrote to the Alberta Securities 
Commission, supporting their proposal to adopt the same 
disclosure requirements regarding gender diversity and 
term limits as nine other Canadian securities administrators 
in Canada. The disclosure requirements are:

1. Information on the number of women on the company’s 
board of directors and in executive officer positions.

2. Whether the company has developed a policy regarding 
the identification and nomination of women directors, 
director term limits, and targets for women on its 
board and in its executive officer positions. If there is 
no such policy or targets, the company must provide an 
explanation as to why.

3. Whether the company considers the representation 
of women in its selection process for board seats and 
executive positions.

Securities and Exchange Commission (SEC) on Regulation 
S-K.

Regulation S-K sets out all SEC reporting requirements 
for public companies in the United States. Our July 
2016 submission to the SEC was a comprehensive one, 
encouraging ESG disclosure of material issues from all 
US publicly traded companies, including climate-related 
disclosure in Regulation S-K. We advocated for disclosure 
of risk mitigations and we encouraged the SEC to align 
disclosure requirements with existing reporting frameworks. 
We believe ESG disclosure should be mandatory because 
these are material issues that affect investment decisions.

Stock Exchanges

bcIMC actively engages with stock exchanges around the 
world through our involvement with The Sustainable Stock 
Exchanges Initiative www.sseinitative.org and through direct 
engagement with individual stock exchanges. We encourage 
them to require ESG disclosure from their issuers and to 
provide guidance as to which ESG factors are material. 

1 As of March 31, 2017






