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Sustainability is a Key Tenet of Our
Investment Philosophy
Today’s businesses compete
in a global marketplace that’s
buffeted by ever-shifting
economic, political, social, and
environmental forces. Companies
that place a priority on acting in
fair-minded, forward-looking, and
environmentally sensitive ways
are better positioned to achieve
strong, long-term revenue growth
and profitability.

HOW WE PURSUE SUSTAINABILITY

We integrate ESG factors into our investment process, from white paper research and target
identification through to ownership and value creation
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At Kohlberg, we strive to form investment
partnerships with companies that embrace
this more enlightened definition of success.
This is why we integrate environmental,
social and governance (ESG) considerations
deeply into our investment process, from
our thesis-driven white paper research, to
investment screening, to our due diligence
phases, and across the duration of our
relationship with each portfolio company.
For us, ESG excellence means not just best
practices in compliance and risk avoidance,
but also an integration of defining,
implementing and measuring sustainability
improvement initiatives as an integral part
of our value creation plan.

We ensure that ESG issues are front of mind for our portfolio companies from Day One and
create a roadmap for improvement
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We are committed to Diversity, Equity and Inclusion
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Our ESG work is championed by Kohlberg’s Partners and guided by our Sustainability
Philosophy and executed by our dedicated Head of Sustainability.
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SEEKING BEST PRACTICE SOLUTIONS
We ensure adherence to the UN Global Compact
Principles across our portfolio
We believe that analyzing and addressing material
ESG factors in the investment process adds value.
We identify which issues and factors are likely
to have a material effect for each investment by
drawing on a combination of our own subject
matter expertise and third-party research resources
such as the UN backed Principles for Responsible
Investment, the CDC Toolkit and Sustainability
Accounting Standards Board (“SASB”)

As long-term investors, we must look beyond today’s risks and opportunities to consider
those that are likely to exist many years in the future. Applying an ESG lens to investments
helps us identify and forecast many emerging risks, while increasing our agility, improving
transparency and driving resiliency across our portfolio. Ultimately, we believe that
a sound sustainability ethic will make these companies stronger, improve their financial
results and bring value to all stakeholders. Most important, a well-executed sustainability
strategy can play a role in creating a world that’s safer, cleaner and more equitable.

2

ESG OVERVIEW 2021

Kohlberg draws from industry best
practice and the insights of third-party
experts to strengthen its ESG processes
and portfolio company practices.

Our process incorporates SASB’s industry-specific
guidance regarding ESG issues that may be
financially material
As we conduct due diligence on target portfolio
companies, we partner with leading ESG and
environmental consultants
As part of our dedication to continuous
improvement we will always be evaluating and
drawing inspiration from other external sources
of guidance
KOHLBERG & COMPANY
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ESG Integration throughout
the Investment Lifecycle
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Proactive Sector Evaluation

We also consider the targets’ sustainability impacts by assessing
their relevance to the UN Sustainable Development Goals (SDGs).
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WEEKLY DEAL FLOW
Deal Generation Early Screening
We apply negative screens to exclude from consideration any
prospects whose businesses involve harmful products or services.
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Ownership and Monitoring

FIRST CHECK
Pre-Selection Assessment
We conduct ESG diligence using a proprietary tool to detect
critical ESG or reputational concerns, taking into account
material ESG factors based on the sector and the company’s
geographical location.
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MONITORING CHECKS

After Kohlberg invests, our head of Sustainability partners with
portfolio companies to enhance value by adopting an ESG mindset
and integrating material ESG concepts into how they run their
business. This work, advanced in collaboration with ESG and sector
experts, begins on Day One.

Kohlberg’s head of sustainability participates in weekly deal flow
discussions with the investment teams.
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Due Diligence 2

The findings from third-party providers along with our own
assessments form the basis of our IC recommendation, which
includes a score derived from materiality of each issue and
the company’s ability to manage that issue.

We also analyze the potential effects of climate change –
negative or positive – on the sector.
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INVESTMENT RECOMMENDATION

In the final diligence phase, we engage ESG and environmental
consultants to dig more deeply into material issues and opportunities,
and assess how the target company is managing material ESG risks
before moving ahead with an investment.

As part of a thesis-driven sourcing approach, we create white
papers that include details about ESG trends in areas where
we are considering investments.
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Due Diligence 1
In this phase, using our findings of what is material for the
target company, we conduct desk top due diligence and data
room review, ask ESG-focused questions during management
presentations, and review ESG-related documents.

Kohlberg’s attention to Environmental, Social and Governance (ESG) factors begins
even before we look at investments in specific companies, and continues as we build
relationships with our portfolio company partners and help them build more resilient
and profitable companies.

DIFFERENTIATED SOURCING

PRELIMINARY ASSESSMENT
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EXIT
Monetizing ESG Performance
As part of value creation and repositioning our businesses for
attractive exit, we strive to highlight and maximize the value of
ESG-related processes, financial investments, cultural integration
and if applicable, the positive impact on the SDGs.
KOHLBERG & COMPANY
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From Day One,
ESG is Front of
Mind for Portfolio
Companies
First 30 Days

COLLECT
DATA

Within 60 Days

CONDUCT
ANALYSIS

Within 60 Days

SHARE
RESULTS

Semi-Annually

GOVERNANCE
AND MONITORING
PERFORMANCE

Annually

TRANSPARENCY
AND BEST
PRACTICE
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Soon after we invest in a portfolio
company, Kohlberg institutes a rigorous
and continuous process to engage our
new partners on ESG issues. Our goal is
to help them remain on course to build
sustainable value over time by addressing
ESG risks and opportunities through
concerted action.

We invite our new investees to participate in an independent
and evidence based ESG assessment, which covers a range of
ESG topics, including diversity and inclusion, energy and fuel
usage and many other factors that vary depending on the sector
and geography of operations.

Advancing Diversity
in All Its Dimensions

Kohlberg is committed to fostering,
cultivating and preserving a culture
of diversity, equity and inclusion.

At Kohlberg, we know that diverse teams achieve better results and that different perspectives
give us the power to make better decisions for our employees, portfolio companies and
investors. As a Firm, we pledge to create a culture of inclusivity that continually seeks to
embrace diversity of thought, experience, race, gender, ethnicity, disability, veteran status,
identity or expression, language, political affiliation, socio-economic status and other
characteristics that make our employees unique.
Kohlberg’s commitment to Diversity, Equity & Inclusion is focused across four critical practices.

We review and synthesize the results of this assessment and
ensure compliance with the U.N. Global Compact. We also
gauge how the company is performing relative to peers on key
ESG factors.

Our team discusses the results of the analysis with the portfolio
company’s management and establish a path forward to mitigate
material ESG risks and pursue selected opportunities. We jointly
create a plan which includes key performance indicators (KPIs)
that will be tracked over the life of the investment.

RECRUITING
Internally and across our portfolio companies, we are committed to creating diverse teams and,
accordingly, we consistently evaluate a diverse slate of candidates for every internal and portfolio
open role.

Every portfolio company has an ESG sub-committee that reports to
its Board. On a semi-annual basis, we assess the portfolio company’s
performance on the KPIs and provide a report to the board.
The ESG committee reviews performance against the KPIs,
quantifies areas with the potential to create value, and
generates a progress report.

In 2021, we will host a webinar during which our portfolio
companies share their best practices in the sustainability area.
Also in 2021, Kohlberg will report sustainability progress to the
Firm’s Limited Partners.

RETENTION & DEVELOPMENT
Across all talent development processes, including
promotion, benefit review, succession planning,
compensation review, professional development,
training and social programs, we are committed
to creating fair and standard policies to ensure
that we are fostering a culture built on the premise
of gender and diversity equity. In order to help
employees better achieve balance between work
and outside interests, we have introduced more
flexibility into our work environment.
KOHLBERG & COMPANY
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INCLUSIVE CULTURES
Our core values of respect, integrity, inclusion,
innovation and excellence are foundational. We
strive to ensure that every colleague has a voice,
feels valued, and has access to opportunities.
We believe celebrating differences will allow our
employees to reach their full potential.

Leading with Sustainability
at the Forefront
As a firm that has spent decades helping companies build value, Kohlberg understands
the importance of an integrated sustainability approach and embraces the challenge
of addressing ESG issues meaningfully and consistently.

COMMITMENT TO COMMUNITY
DEVELOPMENT
We are committed to supporting the many
communities we serve in their quest to
promote greater understanding and respect
for diversity.

All employees of Kohlberg have a responsibility to treat others with dignity and respect at
all times. All employees are expected to exhibit conduct that reflects inclusion during work
and in their personal lives. All employees are also required to attend and complete annual
diversity awareness training to enhance their knowledge to fulfill this responsibility.

OUR SUSTAINABILITY PHILOSOPHY

Kohlberg & Co. believes that
effectively assessing and managing
environmental, social and governance
(ESG) issues is aligned with our longterm, partnership-based approach
to investment.
Our objective is to make investment
decisions on a full set of riskreward factors, and we view ESG
considerations and risk factors
to be an important input into our
investment process.
We also believe that ESG can be
utilized to mitigate potential risks and
realize value creation opportunities,
which contributes towards producing
top performing investments with
consistent returns.
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HEAD OF SUSTAINABILITY

Sanaz Raczynski is Kohlberg’s Head of
Sustainability and an active participant
on our Investment Team, reporting to
Kohlberg’s Chief Investment Officer.
She also acts as a sustainability
strategist and a resource for our
portfolio companies.
Sanaz joined Kohlberg & Company in
2020. Prior to joining the Firm, she
was Head of Sustainability at Nuveen
Private Markets, a subsidiary of TIAA.
Sanaz received a M.Sc. in
Sustainability Management from
Columbia University, an M.A. from
New York University and a B.A. from
University of California at Los Angeles.
Contact Sanaz at
raczynski@kohlberg.com

KOHLBERG & COMPANY
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111 Radio Circle
Mount Kisco, NY 10549

(914) 241-7430
kohlberg.com

