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APPLICATION OF THE UK STEWARDSHIP CODE

Letter from Arcus’
Managing Partner

Arcus believes that the provision of high-quality
infrastructure is critical to Europe’s future economic
growth, environmental protection, societal development
and to the reduction of inequality. As an asset manager
specialising in European unlisted equity infrastructure
investments, through our stewardship we systematically
integrate the evaluation of ESG factors into our
origination, asset management and exit decisions.
Our focus on active stewardship relevant to privately held
infrastructure investments stems from our desire to act in
the best interests of our investors and other stakeholders,
and our belief that incorporating ESG factors into our
policies and procedures helps us to create responsible
investee companies, which will generate long-term
sustainable value for all stakeholders and to deliver better
long-term returns for our investors.
The Arcus Stewardship Report has been reviewed and
approved by the Arcus Management Committee
(“ManCo”) (our governing body) and the Arcus Investment
Committee (“IC”).

Dear Arcus stakeholders,
We are pleased to publish the 2021 Arcus Infrastructure
Partners LLP (“Arcus”) report (the “Arcus Stewardship
Report”) on how we implement the UK Stewardship Code
2020 (“the Code”). The Arcus Stewardship Report
provides an updated summary of the Arcus approach to
applying the Principles of the Code and explanations of the
activities we have undertaken during the year to 31
December 2021. The FRC’s feedback on our 2020 report
has been taken into consideration in this report.
Arcus is committed to publishing a report annually on our
stewardship activities in line with the Code’s
requirements, available on our website, in addition to our
public sustainability report and each of our individual
Funds’ and Managed Accounts’ quarterly and annual
reports which are provided on a private basis to their
respective Investors.
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We hope readers that will find the Arcus Stewardship
Report informative and transparent. Looking forward, we
will continuously strive to improve our stewardship of our
investee companies’ and their ESG performance.

Ian Harding
Managing Partner
29 April 2022
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BACKGROUND AND INTRODUCTION
Arcus Infrastructure Partners LLP (“AIP” or, together with
its affiliates (as the context requires) “Arcus” or the “Firm”
or “we”) is an independent, specialist fund manager
focused on unlisted investments in the European
infrastructure sector.
Our first fund, Arcus European Infrastructure Fund 1
(“AEIF1”), was an unlisted closed ended fund with c. €2.2
billion of commitments backed by over 30 institutional
investors from around the world. The last asset in AEIF1
was sold in 2020, resulting in top quartile performance
(based on net multiple) for the fund compared to its peer
funds raised in the same vintage 1. The AEIF1 holding
entities are in the process of being liquidated.
0F

Our second fund, Arcus European Infrastructure Fund 2
(“AEIF2”), is an unlisted closed ended fund with c. €1.2
billion of commitments, backed by over 25 institutional
investors from around the world. At 31 December 2021
AEIF2 had eight investments and the balance of the fund
will target equity investments in high quality infrastructure
assets throughout Europe. We will continue to actively
manage those eight investments, along with an expected
further 1-2 additional investments, to deliver long-term
value for AEIF2’s investors.
Arcus also has a further c.€5.5 billion of assets under
management (as at 31 December 2021) for Investors on a
Managed Account basis, Managed Services basis or in
Arcus European Trains (“AET”). The services provided
under these arrangements include, subject to the terms
agreed with the relevant investor and with investor
consent where applicable, sourcing, advising and
arranging acquisition of equity or equity-like investments

1

in the infrastructure sector, managing those investments,
and ultimately arranging the disposal of the investments
when considered in the best interests of Investors.
Until 31 December 2020, we provided our services to
clients through entities authorised and regulated by the
FCA. As of the end of the Brexit transition period, however,
we were no longer able to manage EU domiciled AIFs from
a non-EU member entity. Consequently, the relevant
Funds (being AEIF2 and AET are currently being managed
by a Luxembourg based AIFM. Portfolio management
remains with the Arcus regulated investment manager
Arcus European Investment Manager LLP (“AEIM”) under
a delegation agreement. We have applied to the
Netherlands financial services regulator for a licence to
operate as an AIFM in the Netherlands. Arcus will require
AEIM’s continuing UK authorisation by the FCA, in which
capacity it will continue as investment manager and
advisor to the managed accounts and portfolio manager
to the EU funds.
FCA-regulated asset management firms covered by the
FCA Conduct of Business Sourcebook (COBS) Rule 2.2.3
are required to disclose the nature of their commitment
to the Code. Arcus regulated entities fall under this
category. This document serves as Arcus’ disclosure of the
nature of our commitment to the Code and how we
discharge our stewardship responsibilities. Specifically, it
highlights how we engage with, and monitor, investee
companies; how we include stewardship in our wider
investment process; and our voting policy.
Terms used in this statement are defined in the glossary
on page 50.

https://www.pro.preqin.com/analysis/benchmark/privateCapital/market/282007 (requires prequin login for access)
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1.1 STRATEGY OF ORGANISATION, CULTURE,
VALUES AND BUSINESS MODEL
Arcus is an independent European mid-market
infrastructure fund manager, founded in July 2009. The
Firm seeks to source diversified investment opportunities
of controlling interests in unlisted company infrastructure
assets through a thesis-led origination approach, creating
value by actively managing assets to maximise return
potential while controlling risks. As at 31 December 2021,
Arcus had 54 Members and Employees across four
European offices: Amsterdam, Lisbon, London, and
Luxembourg.
As an independent, owner-operated business, aligned
with its Investors 2, the culture of the organisation reflects
the Partners belief in the importance of consistently acting
in the best interests of its Investors and other
stakeholders, and belief that ESG and sustainability issues
are relevant to infrastructure and can potentially impact
the long-term investment returns of infrastructure
portfolios. Incorporating ESG factors into our policies and
procedures at Arcus, and within investee companies, helps
us to identify potential sources of risk, and opportunities
to add value for Investors and to provide sustainable
benefits to all stakeholders.
1F

The Arcus’ values which were defined by the Partners in
2010, along with behaviours expected to support those
values, are:
ARCUS VALUES

SUPPORTING BEHAVIOURS

Striving for excellence

Results driven and focused
Strong decision making
Get your hands dirty
Think ahead, plan for the long term
Discipline, consistency, decisiveness
Lead by example
Take ownership and be responsible
Risk awareness and management
Reach out and communicate
Give feedback
Involve your colleagues
Be on time
Smile
Be supportive / altruistic
Confidence
Communicate clearly

Stewardship, reliability
and stability
Integrity, honesty and
professionalism
Cohesive team working

Support and respect

Dynamic and responsive

alternative investment funds (“AIFs”) in the mid-market
European infrastructure space (which we define as fund
sizing of between 1-2 billion Euros). The capital is raised in
typical limited partnership vehicles where Arcus entities
act as the general partner/investment manager for the
period of the Fund (current Funds and expected future
funds have a duration of 10-15 years). The investors
undertake detailed due diligence of Arcus and the specific
Fund’s investment strategy before investing in the
partnership vehicle, but as limited partners in the
partnership vehicle do not have decision making rights
regarding the investments of the Fund, only rights on
certain specific reserved matters in regard to the
partnership as set out in each Fund’s limited partnership
agreement.
Once Arcus raises a Fund, it aims to deploy capital into
controlling interests in between 8-10 infrastructure
investments over a five-year commitment period from
first close of the Fund and then manages those
investments during the period of the closed ended Fund.
Once we have undertaken and completed our value-add
asset management initiatives we will seek to exit the
investments in the Fund with the aim of returning the
capital plus a target return to investors. Further
information on the Arcus funds’ investment strategy and
approach to asset management is contained in section 1.2
of Principle 1.
Arcus’s strategy is to have a regular cycle of capital raising
from its investors in closed ended funds, followed by
deployment of that capital into European infrastructure
investments before raising a further successor fund, which
we expect to undertake in cycles of 3-5 years. At the same
time, we actively asset manage our existing funds and
investment portfolio during the period of each fund.
At Arcus, we nurture our team through Human Capital
Development which has grown with the business over
time, and we encourage integrity, high quality work,
professionalism, teamwork and a healthy work-life
balance. We recognise the importance of having a diverse,
inclusive workforce that is made up of employees from
different cultures and backgrounds. Arcus continues to be
a diverse organisation with partners and employees from
17 nationalities, speaking 13 languages (as at 31
December 2021). In relation to gender, 39% of the entire
Arcus team is female (40% in 2020) and 23% of the “senior
management team” 3 is female.
2F

The Arcus business model is to periodically raise capital
from sophisticated institutional investors in closed ended
2
3

Arcus Partners invest directly alongside our institutional investors in each of our investments as described in our response to Principle 2.
Defined as Arcus Partners, senior investment team and key functional roles in compliance, risk and finance.
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CASE STUDY: IMPROVING DIVERSITY
Arcus introduced new principles in its hiring practices in mid-2020, which continued throughout 2021. Candidates’ CVs
where possible are anonymised via a search agency and any potential references to gender or cultural background are
redacted prior to a candidate being selected for an interview. We hope that these practices reduce the potential for any
subconscious selection bias and contribute to improving diversity in the alternative investment fund management
industry. 40% of new joiners in 2021 were female, further contributing to improving the diversity of our workforce
(compared to 25% in 2020).

CASE STUDY: ARCUS EMPLOYEE ENGAGEMENT
Arcus recognised that 2021 continued to be a challenging period for employees with the global pandemic impacting all
employees in different ways, and the potential for mental health issues caused by this event. Since then, Arcus has been
a signatory to The Global Business Collaboration for Better Workplace Mental Health’s Leadership Pledge and committed
to prioritise action on workplace mental health. As an organisation we have a mental health support line, an employee
assistance programme, monthly team meetings and individual interaction to ensure that everyone feels connected,
irrespective of location and virtual events for the entire organisation are designed to improve workplace mental health.
Annually, Arcus conducts an employee engagement survey, giving employees the opportunity to provide their views on
how they experience employment at Arcus. The engagement survey is conducted by an independent third-party
consultant that ensures that the survey is completely anonymous. The survey is a source of employee feedback, and the
results are used as an input to implement improvements in the business. Part of the survey is dedicated to the corporate
culture at Arcus and how this is perceived by the employees.
The 2021 Arcus employee engagement survey (which had a 76% response rate) showed that 95% of participants are
proud to work for Arcus, 90% believe their personal values are aligned with Arcus values and 98% believe that Arcus
conducts its business with honesty and integrity. This suggests a clear and strong culture throughout the Arcus team.
Following the 2020 survey, the results indicated that there was a desire for increased feedback from managers to their
teams. During 2021, as a result of this feedback, mentoring courses were conducted and more regular feedback from
managers was undertaken, having agreed with team members how frequently they wanted such feedback. In the 2021
survey the same question score increased by seven percentage points.

CASE STUDY: CULTURE OF COMMUNITY ENGAGEMENT AND SUPPORT
Arcus supports social and environmental charitable activities and all members and employees are encouraged to
fundraise, volunteer, participate and contribute to any charitable organisations that they feel passionately about. Arcus
encourages individual volunteering and provides “match-funding” for selected fundraising initiatives on an annual basis.
In 2021 Arcus donated a total of £60,000 to a selection of charities chosen annually by Arcus employees and approved by
Manco including Sufra Food Bank, Teenage Cancer Trust, Impact 100 London, Shelter, Starlight Children’s Foundation,
Disaster Emergency Committee, and Streets of London.
Arcus, in association with the Sutton Trust charity, delivered a social mobility programme in August 2021 to four senior
school students from underprivileged backgrounds. Due to COVID-19 restrictions, the placement was conducted virtually.
17 Arcus team members participated in delivering sessions over four days, which covered insights into Arcus,
infrastructure, finance, asset management and skills sessions including CV building and use of professional social media
tools, and an infrastructure investment related case study to give the students insight into a real-life example of our
industry. The placement was successful with excellent feedback received from the students. Arcus will be conducting the
placement again in summer 2022 for another cohort of students. Arcus is now working with the Infrastructure Industry
Foundation charity to contribute to its initiative to improve social mobility.
Historically, Arcus’ employees have volunteered at the Starlight Children’s Foundation annual summer party. However,
due to the restrictions resulting from the COVID-19 pandemic, the event was postponed yet again this year. During 2021
Arcus undertook two further social contribution initiatives. In October, several Arcus team members participated in the
Streets of London sleep out, raising money and awareness for the homeless. Ten Arcus team members volunteered at the
Sufra food bank (a London charity focusing on food poverty) in December, helping to prepare food and assisting in the
upkeep and maintenance of the community garden.

Arcus Infrastructure Partners LLP
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1.2 ARCUS FUNDS’ INVESTMENT STRATEGY

1.3 EMBEDDED RESPONSIBLE INVESTMENT

The Arcus investment strategy for its funds focuses
exclusively on mid-market, value-add infrastructure
investments in Europe, where Arcus has an established
reputation, deep experience and extensive relationship
networks developed over decades. Within Europe, Arcus
is focused on four primary sectors where the Arcus team
has in-depth expertise: digital, transport, logistics and
industrials, and energy infrastructure. Arcus believes that
the provision of high-quality infrastructure is critical to
Europe’s future economic growth, environmental
protection, societal development, and reduction of
inequality. As such Arcus managed funds’ deployment and
investment of capital seeks to achieve financial returns for
its Investors whilst also providing wider benefits to the
European communities from the shared infrastructure
assets and services its investee companies provide to
those communities.

Arcus believes that investing responsibly protects its
investors’ interests, by identifying and managing ESG
factors early in the investment process and actively
managing and reporting on these throughout the
investment lifecycle. As outlined in Principle 7, Arcus
considers ESG factors throughout the origination process.
This includes initial ESG screening, ESG risk & opportunity
due diligence and IC assessment of results as part of the
investment decision making process.

Fundamentally, Arcus only invests where it has conviction
on a clear, long-term infrastructure investment thesis in
sustainable businesses. Arcus seeks to identify
opportunities through a proprietary origination approach,
enabling proactive and expert transaction execution.
Finally, Arcus looks to take control-oriented governance
positions on its investments in privately held companies,
enabling shareholder leadership and the driving of asset
management initiatives to create added value.
As part of the investment thesis when we are looking at
potential investments, we examine and consider not just
economic factors and strategy but also areas such as
governance arrangements, environmental and social
impact, service quality and sustainability as they influence
long term value. We believe that an active approach to
managing assets will deliver long term value as set out in
the section below and this is factored into selecting
investments for the Arcus funds. To achieve our strategic
asset management initiatives, we engage and have an
ongoing dialogue with investee companies.

Arcus’ asset management activities focus on
systematically managing and reducing risk factors and
pursuing value-add opportunities, including ESG factors,
to improve investment performance and returns during
the Arcus investment period. Benefits from best practice
ESG management also materialise at the point of exit,
through a premium to the valuation metrics, either on
account of improved business prospects or a reduction in
perceived investment risk.
Arcus has a publicly available companywide ESG policy 4
which is influenced by its investment beliefs and the
organisation’s culture. Arcus also requires all portfolio
companies to establish and operate a clear ESG policy.
Arcus acts as delegate investment manager to European
structures which are subject to the EU’s Sustainable
Finance Disclosure Regulation (“SFDR”). The Arcus ESG
policy contains information on how Arcus integrates
sustainability in its investment decision-making process in
accordance with SFDR, including consideration of principal
adverse impacts of investment decisions.
3F

Arcus actively seeks external scrutiny, validation and peer
benchmarking of ESG performance for itself and its
portfolio companies, through membership and
participation in the GRESB infrastructure assessment and
benchmarking process. Arcus is a signatory to the
Principles for Responsible Investment (“PRI”) 5 , the
Taskforce for Climate related Financial Disclosure (“TCFD”)
and United Nations Global Compact (“UNGC”) 6 .
4F

5F

Currently all Arcus investments are controlling positions in
unlisted privately held companies where we hold board
positions and exercise those strong governance rights. By
holding these positions, we can actively monitor
governance and management and significantly influence
the business as a way of protecting and enhancing our
investment for the benefit of investors and other
stakeholders. We engage with other shareholders to
gauge their views and, where appropriate seek cooperation to express concerns to management. Arcus
allocates significant resources to managing each investee
company, typically a team representing between 1.0 – 1.5
FTE (full-time equivalents) per annum.
4

Arcus-ESG-Policy-January-2022.pdf (wp-arcus-2020.s3.eu-west-2.amazonaws.com)
Arcus has been signatory to the PRI since March 2017.
6
Arcus has been signatory to the UNGC since February 2020. Arcus’ first UNGC Communication on Progress can be found at the
following link: Arcus Infrastructure Partners – Communication on Progress 2021 | UN Global Compact
5
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Arcus is supportive of the 2030 Agenda for Sustainable
Development adopted by the United Nations Member
States in 2015. Among the Sustainable Development Goals
(“SDGs”), Arcus has a particular interest in supporting the
eleven SDGs set out below. Arcus is most likely to have the
greatest impact on the SDGs identified as they are well
aligned with its investment strategy and the longterm trends that are affecting European markets, such as
decarbonisation of the economy to combat climate
change, demographic shifts leading to rapid urbanisation
and increasing telecommunication data usage.

•

•

Contribute to driving improvements in
infrastructure ESG management through
participation and contribution in industry cooperative activities (for example our participation
in the GRESB Infrastructure Benchmark
Committee);
Provide transparent disclosures (including ESG) to
our Investors quarterly and all stakeholders
annually 7; and
Embrace,
adopt
and
accelerate
the
implementation of new sustainability and ESG
considerations (for example preparation for SFDR
reporting requirements for 2023).
6F

•

CASE STUDY: 2021 STEWARDSHIP ACTIVITIES

1.4 ACTIONS TO ENABLE IMPLENTATION OF
INVESTMENT STRATEGY AND BELIEFS
Each year, within its wider corporate objectives, Arcus
establishes specific ESG objectives incorporating
stewardship activities and reviews and measures
performance against these objectives. Individual Arcus
Member and Employee annual objectives include ESG
objectives relevant to their role, with financial and nonfinancial consequences for non-performance. Every Arcus
Fund and Managed Account vehicle and each of its
investee companies participates in the annual GRESB
infrastructure assessment and benchmarking process
which provides a detailed assessment of those entities’
ESG performance.
In addition to annual objectives and review, Arcus has in
2021 and will continue in 2022 and beyond to seek to:
•
•

•

7

Continually evolve and improve stewardship and
ESG practices at Arcus and investee companies;
Apply early exclusion screening to investment
origination opportunities not matching Arcus
sustainability beliefs and thoroughly perform ESG
due diligence in advance of investment approval
decision making;
Actively manage Arcus and investee companies’
ESG policies and performance using the annual
PRI and GRESB assessment processes to track ESG
performance at Arcus and investee companies;

Arcus has in 2021 achieved the following:
• Set, pursued and reviewed the eight Arcus corporate
stewardship and ESG objectives;
• Set, pursued and reviewed stewardship and ESG
objectives for each investee company and the objectives
of the Asset Managers involved in managing those
investee companies;
• Excluded c.10% of opportunities entering its investment
origination pipeline on ESG grounds;
• Achieved market leading ESG performance with
improved GRESB ESG benchmark scores in 2021 across
each of its Funds and portfolio companies as set out in
Principle 7;
• Actively participated in and contributed to the GRESB
Infrastructure Benchmark Committee during 2021;
• Published the second Arcus public Sustainability Report in
June 2021 and provided quarterly ESG reporting to its
investors;
• Worked with external consultant ERM to assess updated
climate scenarios in line with the IPCC’s AR6 data for TCFD
reporting and to implement improved GHG emissions
reporting across Arcus and portfolio companies;
• Made relevant adjustments to the ESG policy and internal
procedures to ensure compliance with level 1 reporting
requirements under SFDR and preparation to comply
with level 2 requirements, including reporting on Principle
Adverse Impacts (“PAIs”) across our portfolio from 1st
January 2023;
• In association with the Sutton Trust charity, Arcus
delivered a social mobility programme in August 2021 to
four senior school students from underprivileged
backgrounds;
• Enhanced Arcus’ focus on the SDGs in 2021 by expanding
the number of goals from six to eleven;
• Submitted first Communication on Progress (“COP”) in
support of UNGC in August 2021; and
• Arcus has been effective in serving the best interests of its
clients and beneficiaries in 2021 by continuing to
demonstrate strong investment performance with the
value of all portfolio companies increasing, whilst also
successfully completing three new investment
acquisitions for AEIF2.

Details of Arcus reporting to investors and other stakeholders is outlined in Principle 6.
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2.1 ARCUS GOVERNANCE OVERVIEW
AIP, the ultimate parent of the Arcus group, is owned by
its thirteen Partners (twelve individuals and one corporate
member) (as at 31 December 2021), with no individual
Partner owning more than 20% of the business.
Most of the Senior Team of twelve individual Partners
have worked together for over a decade. The Senior Team
bring a powerful blend of sector specialist perspectives
across the European infrastructure market, and
collectively have more than 220 years of infrastructure
investing experience. The Partners have worked across
many cycles, from the 1980s onwards. As the world
economy moves from a low interest rate environment to
a potentially more inflationary outlook, this long
experience is a differentiator and strong competitive
advantage.
The wider Arcus Team includes 28 investment
professionals with diverse backgrounds, split across four
sector teams. The investment team is supported by 24 8
operations professionals who bring in-house specialist
expertise in finance, treasury, tax structuring, investor
relations, legal, compliance, risk, ESG, modelling and
valuation. As an independent manager, Arcus operates a
business model which provides strong alignment with its
7F

8

Fund investors, and all Senior Team members are
encouraged and incentivised to invest alongside investors
in Arcus’ Funds and Managed Accounts.
The below diagram provides a simplified depiction of the
Arcus governance structure which has responsibility and
oversight for effective stewardship. The roles are
described in the paragraphs that follow.
The Members of AIP elect a Managing Partner or Partners
and Manco which is responsible for all day-to-day matters
relating to the business of Arcus, including the
appointment of members of other committees. Manco
has appointed the members of the Investment Committee
and ESG Committee, and delegated certain activities to
them, as set out in a Corporate Governance Manual. The
membership of those committees and their performance
is regularly reviewed by Manco. The Partners of AIP have
also established an Ethics Committee, as further described
on the next page.

This excludes support staff roles.

Arcus Infrastructure Partners LLP
UK Stewardship Code Report
April 2022

9

APPLICATION OF THE UK STEWARDSHIP CODE
Management Committee
Manco comprises five Partners, including the Managing
Partner, with the balance elected on staggered two-year
terms. The Managing Partner is also elected by the Partner
Group and serves a three-year term. The current
members of Manco are Ian Harding (Managing Partner),
Toby Smith, Stuart Gray, Neil Krawitz and Christopher
Ehrke. Manco have collective experience of c.90 years.

Ian Harding

Toby Smith

Christopher Ehrke

Neil Krawitz

Manco also appoints four other key stewardship roles,
who all report to Manco:

Stuart Gray

Investment Committee

Manco takes decisions on all Arcus-related matters but
does not directly oversee the investments in Funds and
the Managed Accounts, which is the responsibility of the
Investment Committee. Manco meets on a fortnightly
basis (or as required). The decisions are taken by a majority
vote with no member having a veto right. Manco
represents the highest body within Arcus responsible for
stewardship.
Manco appoints an Asset Manager as the person
responsible for the stewardship of each individual
investment held by a Fund or Managed Account. That
Asset Manager is responsible for the specific investment
and its governance and performance and reports to the
Investment Committee. Asset Managers are also
responsible for the interaction with portfolio company
management and other shareholders. The Asset
Managers have collective experience of c.174 years.
Manco appoints individuals to Committees and roles,
taking into account experience of individual members, the
diversity of their background and skills and provides
training and internal and external resources required for
them to undertake their respective roles 9. The terms of
reference for Manco are outlined in the Arcus Corporate
Governance Manual, which is available to all Arcus
Members and Employees.

The Investment Committee is responsible for the
investment process, including inter alia investment
approval/recommendation, asset management activities
and divestments. The IC comprises six members: Simon
Gray, Ian Harding, Jordan Cott, Michael Allen, Stefano
Brugnolo and Jack Colbourne (Chair of the IC). The IC have
collective experience of c.130 years.
The IC meets on a weekly basis (or as required). The
decisions are taken by a majority vote with no member
having a veto right. The terms of reference for the
Investment Committee are outlined in the Arcus
Corporate Governance Manual, which is available to all
Arcus Members and Employees.

Ian Harding

Simon Gray

Jack Colbourne

Michael Allen

Stefano Brugnolo

Jordan Cott

8F

ESG Committee
The ESG Committee is responsible for the oversight of, and
the development and implementation of, policies relating
to ESG matters. The ESG Committee terms of reference
can be found publicly disclosed within the Arcus ESG policy
on our corporate website. The ESG Committee meets on a
9

Further information in relation to Arcus improving diversity is contained in the response to Principle 1.
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quarterly basis (or as required). The decisions are taken by
a majority vote with no member having a veto right.
The ESG Committee comprises Neil Krawitz (Head of Asset
Management and ESG, and Chair of the ESG Committee),
Ian Harding (Managing Partner), Kaj Bakker (ESG Director),
Jenni Chan (Senior Investment Director), Stephan
Grillmaier (Head of Investor Relations), Shirene Madani
(Senior Investment Executive) and Bansi Chudasama (ESG
Executive). The ESG Committee have collective experience
of c.97 years.
As set out in the Arcus ESG policy, the ESG Committee is
responsible for assisting with: policy and procedure
matters; external compliance and reporting; managing
ESG continuous improvement programmes at Arcus and
investee companies; managing ESG training; reviewing
ESG reporting to investors; coordinating Arcus’ social and
environmental charitable activities; measuring and
improving ESG KPIs and considering and managing ad-hoc
ESG matters on an incident-driven basis. The ESG
Committee also assists the Investment Committee in its
consideration of sustainability risks and opportunities in
investment decision making. The ESG Committee
members have specific Arcus ESG objectives included
within their annual personal objectives.
The ESG Committee is supported on a day-to-day basis by
a dedicated ESG team. More information regarding the
Arcus ESG team can be found in section 7.1 ESG Overview.

Further detail on our governance structure can be found
in our Annual Sustainability Report available on the Arcus
website 10.
9F

2.2 ARCUS REGULATED ACTIVITIES
For its regulated activities in relation to fund raising and
managing Alternative Investment Funds a wholly owned
subsidiary of AIP, AEIM is the Investment Manager
authorised and regulated by the FCA. On 1 January 2021,
Arcus appointed Carne Global Fund Managers
(Luxembourg) S.A. as a third party interim AIFM to
minimize the impact of Brexit on two of its Funds (AEIF2
and AET) and its investors and ensure ongoing compliance
with AIFMD. For these two Funds, portfolio management
remains with Arcus under a delegation agreement. In
parallel, Arcus has incorporated Arcus European
Investment Manager Netherlands B.V., (“AEIM NL” or “the
Dutch AIFM”), which has applied to the Dutch regulator for
the necessary authorisation. Arcus intends that, once
authorised, the Dutch AIFM will act as Manager for AEIF2
and AET, and for any future Funds. Meanwhile, the
Portfolio Manager (which remains FCA authorised) will
continue to discharge the portfolio management function
(under the oversight of Carne) pursuant to a delegation
arrangement.

2.3 EXTERNAL OVERSIGHT AND GOVERNANCE
SENIOR EXPERT PANEL
Arcus has developed a senior expert panel consisting of
industry experts with whom it has strong relationships.
Their role is to provide further industry understanding,
perspectives and networks to Arcus’ investment activities.
Arcus has appointed a selection of industrial experts,
including Arndt Rautenberg and Frederik Dewulf, who
assist the Digital team, Theo van Sambeeck, who assists
the Mobility & Logistics teams and Ben Hill, who assists the
Energy team on selected opportunities. These industry
experts do not have formal decision-making
responsibilities but are consulted by the Arcus team.

CASE STUDY: ARCUS ADVISORY COUNCIL
Kaj Bakker

Ethics Committee
The Ethics Committee is responsible for the oversight of
conduct of all Arcus Partners and staff, and the protection
of the reputation and integrity of the business. The Ethics
Committee comprises five members: Jack Colbourne, Ian
Harding, Toby Smith, Daniel Amaral and Martine van
Oppenraaij. Members are appointed by the Partners in
AIP.
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In May 2021, Arcus established the Arcus Advisory
Council. It has been established to further strengthen
Arcus’ asset management capabilities by providing
strategic insight and guidance to the Arcus team as it
manages portfolio companies during the investment
lifecycle. All members of the Arcus Advisory Council are
experienced professionals with diverse backgrounds,
LIMITED
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https://wp-arcus-2020.s3.eu-west-2.amazonaws.com/media/2021/06/18165548/Arcus-Sustainability-Report-2020.pdf
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Arcus’ approach to Conflicts of Interest in response to
Principle 3.

professional, technical and personal development training
each year.

2.4 PERFORMANCE MANAGEMENT AND
REMUNERATION

In 2021, Arcus team members completed training totalling
a cost of €26,000, during the year, including Arcus
engaging a specialist coaching firm during 2021 to provide
mentoring and development courses for several
individuals in the investment team. Arcus also encourages
employees to participate in seminars, conferences and
networking events to expand their knowledge and
professional network.

Arcus provides all of its staff members with a range of
financial as well as non-financial incentives. Arcus believes
that through its culture and incentives offered, we equip
our employees to act in the best interests of the business
and its Investors.
Employees receive an annual salary and, subject to their
own and the firm’s performance, potentially a
discretionary bonus. Following an annual appraisal
process bonuses are determined by the Management
Committee based on the overall performance of Arcus as
well as the individual staff member’s own performance
and achievement of personal objectives, which for
members of the investment team, includes ESG related
objectives.
Arcus provides all its staff members with a range of nonfinancial incentives, including a positive work culture,
additional ancillary employment benefits (including
healthcare and access to various support institutions) and
actively supports and encourages further education and
career development.

2.5 HUMAN CAPITAL DEVELOPMENT AND
TRAINING
Arcus actively promotes Human Capital Development and
a positive working environment for its Members,
Employees and Contractors. In its latest ESG policy update
Arcus adopted Human Capital Development as a material
ESG factor recognising the importance of investing in
people. Arcus advocates that all employees engage in
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2.6 SERVICE PROVIDERS IN GOVERANCE
Service providers are not traditionally used by Arcus in the
context of Governance and supporting stewardship
functions. None were used in 2021. More information on
how we work with service providers in our investment
activities can be found in our response to Principle 8.

2.7 GOVERNANCE STEWARDSHIP
Through the governance and management structures
described above Arcus effectively implements
stewardship over its Funds and Managed Accounts and
their respective investee companies. Arcus has been
running its business effectively under the governance
structures outlined above as it has operated using this
structure for over 10 years, with limited Member and staff
turnover, while at the same time continuing to attract new
investors to its Funds and Managed Accounts. Given the
nature of Arcus’ investors being classified as sophisticated
professional investors and the detailed nature of the due
diligence those investors undertake, this provides
evidence of support, trust and confidence that the Arcus
governance structure supports stewardship.
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3.1 ARCUS CONFLICT OF INTEREST OVERVIEW
Arcus has a Conflicts of Interest Policy set out within its
Compliance Manual, that is appropriate to the nature,
scale and complexity applicable to all Members and
Employees. The policy sets out examples of where
conflicts may exist, various prevention measures and a
framework to identify, evaluate and manage actual or
potential conflicts of interest. The policy is subject to
review typically on an annual basis or otherwise as needed
(last undertaken in January 2022) and is accessible to all
staff on the Arcus intranet. Arcus has a duty to act in its
Investors’ best interests and is required to put the
interests of its Investors ahead of its own and to ensure
that all Investors are treated fairly.
Furthermore, Conflicts of Interest are a material
Governance factor within the Arcus ESG policy,
highlighting this key.
Arcus is wholly owned by its Members and the Members
have material personal investments in all Fund and
Managed Account investments; therefore, our interests
are strongly aligned to all the other Investors’ interests.
The Funds and Managed Accounts are operated in
accordance with their respective governing agreements.

3.2 ARCUS CONFLICT OF INTEREST POLICY
Arcus has a duty to act in its Investors’ best interests and
is required to put the interests of its Investors ahead of its
own and to ensure that all Investors are treated fairly.
Members, Employees and Contractors must always act
honestly, in good faith and in a manner which is in the best
interests of Investors.

Members, Employees and Contractors must not:
•

•
•

Misuse their position within Arcus, or use
information they receive in the course of their
employment, to produce a personal benefit to
themselves, their family or friends, or any other
person or to cause detriment to Arcus;
Participate in any activity or employment which may
compete or conflict with the interests of Investors of
Arcus or Arcus itself; or
Participate in acts and/or decisions on behalf of Arcus
where dealing with an entity in which that Member,
Employee and Contractor has a material personal
interest, a role as officer or other duty or a personal
relationship with a person who has a role with the
counterparty to the transaction being considered
that may give rise to a conflict.

Arcus will take all reasonable steps to avoid conflicts of
interest, and when they cannot be avoided, to manage,
monitor and (where applicable) disclose conflicts of
interest.
Please refer to Appendix I for the Arcus Conflicts of
Interest Policy on page 53.

3.3 CONFLICTS IN 2021
No notable conflicts arose in 2021. The following case
study is a recent example which provides an example of
how Arcus addressed an actual or potential conflict.

CASE STUDY: ADVISORY BOARD CONSIDERATION OF CONFLICT OF INTEREST
An example of a recent potential conflict event and how Arcus addressed it was in late 2019 where it was proposed to sell
one of AEIF1’s underlying investments to a limited partner of AEIF1, where that limited partner requested Arcus continue
to provide management services in respect to that interest. The Advisory Board of AEIF1 (whose members are nominated
by the fund’s largest limited partners) was convened to consider the potential conflict that existed from the sale to that
limited partner and also that Arcus would continue to earn management fees from managing the interest on behalf of the
limited partner who was one of the proposed purchasers. The Advisory Board of AEIF1 was convened with divestment
papers explaining the proposed transaction, fair market valuation supporting information, and the potential conflicts,
distributed in an open and transparent way in advance of the meeting. The Advisory Board meeting provided an opportunity
for Q&A and discussion with the Arcus team and following those discussions the eligible Advisory Board members (excluding
the purchasing limited partner) approved the transaction and potential conflict unanimously. Minutes of this meeting were
taken and subsequently approved the Advisory Board members.
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4.1 RISK OVERVIEW
All Arcus employees have a responsibility for managing risk
at the Firm, Fund and / or investment level. At Arcus, the
Risk Management function has full escalation and
whistleblowing capacity, while being hierarchically and
functionally independent from portfolio management
activities.
Arcus believes that its corporate culture is the foundation
for accomplishing its strategy towards risk. A strong
corporate culture ensures that all employees understand
and share the same values and vision, enabling Arcus to
strike the right balance between being in control,
identifying risks and making well balanced decisions. Arcus
has an open, informal, and result-oriented culture, which
is valuable to the communication within Arcus, both
bottom-up, as well as top-down. This ensures better
decision-making and appropriate behaviour in the
organisation.
Arcus is a long-term investment manager in private
controlling equity interests in European infrastructure
businesses. Accordingly, Arcus’s investment thesis in
selecting these assets is strongly influenced by
considerations of long-term macro and thematic trends,
as well as the risks and opportunities associated with these
trends. The three trends that Arcus currently considers
have biggest impact on European infrastructure are
below. These trends have been identified and included in
the Arcus investment thesis application in 2021.
ENERGY TRANSITION
Infrastructure is essential to enable the transition to a lowcarbon future. Arcus has assessed a wide range of
investment opportunities in the energy sector which
support this “net zero” transition, including: transformer
and meter leasing businesses, industrial energy efficiency
projects, private utility cluster opportunities, renewable
heating generation and distribution networks, multitenant site operations, EV-charging networks, and
renewable energy platforms.
DIGITISATION
Technological innovation is fundamentally changing the
way that society functions. Investment in digital
infrastructure underpins many of the key developments in
the energy, transportation and logistics spaces. Arcus
expects that the transmission, storage and processing of
data will continue to create significant investment
opportunities for the Fund.
DECARBONISATION AND INTERCONNECTED
TRANSPORTATION
The way individuals move around fundamentally shapes
urban and rural life, affects living and health standards and
Arcus Infrastructure Partners LLP
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ultimately has a profound effect on the pace of climate
change. A more sustainable transport system is a prerequisite for a decarbonised economy. The COVID-19
pandemic has provided further impetus for change. These
trends are influenced by macro systemic factors like
climate change, energy security and cost, ageing
population and digitisation of economic activity. In
applying this investment thesis Arcus uses the macro
trends to identify, understand and address potential
systemic market, industry and investment risks at an early
stage of considering an acquisition. The macro trends are
used to continually reassess risk throughout the period of
owning investments through use of detailed risk registers
and regular reviews of these registers. Given
infrastructure assets operate as a shared community
resource, the stakeholder dependence on the asset is a
critical area of consideration when assessing, and ensuring
on an ongoing basis, the relevant asset’s resilience and
functioning.

4.2 RISK MANAGEMENT FRAMEWORK
Arcus consciously chooses which types and levels of risk to
take and what to avoid and mitigate. Arcus ensures that
the Firm’s risk choices are aligned with its strategy and
with Arcus’ financial and operational risk-taking
capabilities. The process consists of risk identification,
assessment, measurement and control, plus the
monitoring, reporting and evaluation of risks.
Arcus has a proprietary Enterprise Risk Management
(“ERM”) framework which it uses to assess and manage
risk. This tool ensures that risk management activities are
embedded in its business practices, systems, processes
and behaviours. The objective of Arcus’ ERM framework is
to create and protect value for its investors, employees,
investments, and other stakeholders. The framework
seeks to support Arcus’ objectives while complying with all
relevant laws and regulations.
The ERM framework is adapted to Arcus’ size, market
context and highly regulated environment, as well as the
Firm’s focus on creating value. The ERM framework
focuses on strategy, risk appetite, risk governance, risk
management process and risk culture. The risk appetite is
determined on an annual basis by the Arcus Management
Committee for Arcus, and by the Investment Committee
for Funds and the Managed Accounts, as relevant.
Compliance with the defined risk appetite is reviewed on
a quarterly basis.
Through the ERM framework Arcus can identify, measure,
manage and monitor, on an ongoing basis, all key risks. To
identify and control risks, Arcus uses a risk matrix, in
accordance with prevailing market standards, consisting of
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financial risks (market, credit, liquidity and counterparty
risks) and non-financial risks (strategic, ESG, operational
and compliance risks).

4.3 RISK CONSIDERATIONS DURING INVESTMENT
PROCESS
Risk analysis of prospective investments includes
identifying and understanding risks, including regulatory,
country, tax, key people, political and market risk, and risks
relating to the financing structure, valuation, or growth.
Arcus brings expert sector knowledge.
The Risk and Compliance Director is independent from the
investment activity and challenges the relevant deal team
to ensure that risks are considered and appropriately
measured or mitigated. The key risks and their
corresponding mitigants are included in the heads-up
paper, which is reviewed by the IC.
Arcus places particular weight on scenario analysis to
assess and quantify the impact of risks. Targeted returns
are based largely on the result of scenario analysis, with
particular emphasis on downside protection and internal
risk assessment incorporating external adviser input.
Once an investment opportunity has passed the screening
and due diligence phases, the results of the due diligence
exercised are summarised in a Final Investment Approval
Request (“Final IAR”) including relevant input from inhouse experts in Legal, Tax, Treasury, Compliance and
Risk, ESG and Asset Management. The final IAR is
presented to the Investment Committee, and if approved,
then a binding offer may be submitted. Board approval of
the Fund's General Partner and/or Manager (as
applicable) and of the relevant holding companies is
required to enter a binding commitment regarding a
proposed investment.
The Final IAR includes a detailed risk assessment and ESG
considerations, together with appropriate mitigants. It
also includes a thorough analysis of financial modelling,
including sensitivity analysis for both upside and downside
cases, in addition to broader economic and market
factors.
MACROECONOMIC, REGULATORY & POLITICAL RISKS
At the time of strategy development around a sector,
country or theme, the Arcus team will incorporate adviser
views, expert research and internal team analysis to
evaluate the attractiveness of the underlying macro
environment and its impact on to the asset under
consideration. For example, the deal team will evaluate
the stability of the political situation in the country and
how changes to that may impact policy towards relevant
infrastructure sectors. More specifically, the deal team
would also examine the long-term policy outlook and
political sentiment around certain industries (e.g., energy
production matrix or transport modal shifts).
Macroeconomic and regulatory stability are a key focus for
all investment cases, and Arcus’ assessment of the outlook
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for a given country impacts its preference for different
business models in that environment. For instance, Arcus
will take an early-stage view on a given asset’s cash flow
correlation to GDP, and if there was significant uncertainty
in the outlook for that economy, Arcus would take that
into consideration when deciding whether to proceed. In
all cases, Arcus tests, analyses and incorporates the most
recent information and views on these issues to develop
potential scenarios and inform its assessment of the
attractiveness of a given opportunity.
LEGAL, COMMERCIAL & TECHNICAL RISKS
These risks are identified through discussions with senior
personnel (asset managers, origination, finance, treasury,
tax & legal) taking into account what, how or when a risk
or event might happen and the potential consequences if
it does. These views are then brought to the Investment
Committee for debate, review and approval. Where
needed, Arcus employs senior advisers, experts and
industry networks to find external expertise. For example,
when a technical assessment needs to be performed for a
potential investment.
FINANCIAL (INTEREST & CURRENCY) RISKS
Interest and currency risk management form an important
part of the investment and asset management process.
Hedging strategies are assessed by the Arcus Treasury
team, and external advisers, and reviewed by the
Investment Committee. Hedging strategies are tailored to
each investment and positions are monitored actively and
reported on regularly. Arcus typically seeks to mitigate
interest rate risk by using interest rate swaps linked to the
underlying cashflows of the investment, with a high
proportion being fixed for the tenor of the debt. Deal
contingent and vanilla FX forward exchange contracts are
also used by AEIF2 to hedge the foreign currency purchase
price between signing and closing of investments, or when
selling an investment between contracting for an asset
disposal and receipt of sale proceeds. Any currency
hedging will hedge risks back to the base Fund or Managed
Account currency, Euros.
ESG RISKS
For each investment opportunity, Arcus seeks to address
ESG factors (both risks and opportunities) in detail and in
particular to review potential environmental and, health
and safety issues, as well as social and corporate
governance concerns.
Arcus has put in place appropriate governance and
reporting structures with respect to ESG factors, with the
goal of improving ESG performance and minimising
adverse impacts in these areas. The ESG factors that are
seen to be material to Arcus and the infrastructure
industry in general are set out in the overview overleaf.
More details regarding how Arcus approaches these
material ESG factors across our portfolio can be found in
our ESG policy on our corporate website.
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ARCUS MATERIAL ESG FACTORS

4.4 RISK CONSIDERATIONS POST INVESTMENT
Once an asset has been acquired, the Asset Manager for
each investment is required to complete a risk review on
a quarterly basis. This includes a re-assessment of the
investee company Board and its approach to risk
management, risk management resourcing, financing and
treasury risks, ESG risks and opportunities, governance
risks and new/emerging risks. This is then reviewed and
discussed with the Risk and Compliance Director and the
Investment Committee.
At each individual investee company level, there is a risk
register which is compiled of relevant commercial,
operational, market, financing, and ESG-related risks
specific to each business along with quantification of these
risks. This document is drafted by the investee companies
with support from the Arcus asset management teams,
approved by the Board and reviewed annually. The Risk
and Compliance Director also completes a review of the
risk registers for Arcus, the Funds and Managed Accounts
and produces relevant reports which are reviewed by the
Management Committee or Investment Committee as
applicable.
As necessary the above quarterly process is repeated on
an event driven basis.
Events which may require the process to be repeated
include:
•
•
•
•

significant changes in the capital required by the
business
significant changes in the business activities/ business
plan / risk profile
significant changes in external factors which may
change the relevance of, or the assumptions in, the
scenarios; or
the occurrence of a material event or crystallisation
of a key risk
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4.5 ARCUS’ RESPONSE TO MARKET-WIDE AND
SYSTEMIC RISKS
The COVID-19 pandemic has highlighted the potential for
systemic macro risks that may occur with low frequency
but have a potentially large impact on Arcus or its investee
companies. Arcus itself and all investee companies have
been able to continue to operate effectively throughout
the COVID-19 pandemic due to regular previous
investment in IT systems, contingency planning/business
interruption planning, culture and employee engagement.
We are pleased to report that all of our investee
companies showed a high level of resilience during 2020
and 2021 and none of them faced any serious financial
issues during this period or breached any financial
covenants relating to third party debt.
The pandemic has brought into sharper focus the risk of
other future low probability/high impact events, including
events that Arcus as an asset manager has limited control
or influence over. In Q3 of 2020, the internal quarterly
Arcus asset review meeting focused a review specifically
on these so called “Black Swan/Grey Rhino” events where
each asset management team considered events with a
low probability/high impact similar to COVID-19, how each
investee company could potentially be affected and what
mitigation could be undertaken. As a result of this review,
all asset managers engaged with their respective investee
companies at the start of 2021 to ensure improved
readiness for such potential events.
CLIMATE CHANGE RISK
One of the systemic risks Arcus considers material to its
investments and business is climate change risk. Arcus
requires Funds and Managed Account assets to monitor
and review climate change risks and opportunities
annually. As mentioned in Principle 7, section 7.7 (Climate
Change Considerations), asset teams are expected to
review all physical and transitional climate change risks
and opportunities regularly and present these during the
asset review meeting in the first quarter of each year. The
materiality of climate change risks to and opportunities for
each of the investee companies are discussed at the asset
review meeting and a subsequent Fund / portfolio-wide
summary is presented to the Investment Committee for
consideration.
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CASE STUDY: 2021 ENERGY MARKET DISRUPTION
In late 2021 Arcus’ investee companies faced increasing energy costs across Europe, and a disruption to the UK energy
supplier market, both market-wide developments. Through diversified investments in uncorrelated businesses in a
variety of geographies and sectors, and through pre-planned responses for dealing with such events (e.g. customer price
increases passing through the energy cost increases), Arcus and its investee companies were able to navigate these
changes without a material impact on any of the investment values.
The portfolio construction and diversification as well as detailed risks assessment and review process gives us comfort of
the Arcus effectiveness in responding to market-wide and systemic risks.

CASE STUDY: ARCUS BUSINESS CONTINUITY PLAN IN ACTION
Arcus’ business continuity plan was formally activated on 16 March 2020 in response to the onset of the COVID-19
pandemic and in line with government guidance at the time that required offices to close. The team has seamlessly moved
to working from home, with all IT and other systems working properly and employees remaining safe and well. Despite
briefly returning to the office on a carefully controlled voluntary basis in summer 2020, all Arcus staff worked from home
again from late 2020 due to the increasing number of COVID-19 cases in the UK and Europe. In September 2021, the
Arcus offices were opened once again to resume business activity but on a flexible working pattern whereby all staff
members attend the office for a minimum of three working days per week to allow for flexible working. The Business
Continuity Plan was also updated for the Dutch AIFM in January 2022.

4.6 ARCUS INVOLVEMENT IN INDUSTRY-WIDE
INITIATIVES
Arcus team members participate in Infrastructure industry
and ESG conferences, round table discussions and working
groups such as Infin breakfasts, PEI infrastructure
conferences, PRI in Person, GRESB Working Groups and
GIIA, among others. These events target sector-wide
themes, emerging trends and risks and improvement
opportunities offering participants a platform to learn, cooperate, share best practices and network. Arcus is an
active participant of GRESB since 2017, our latest scores
and results are mentioned in our response to principle 7,
section 7.6 GRESB. Since October 2018 Arcus has sat on
the GRESB European Infrastructure Benchmark
Committee and subsequently on the GRESB Standards
Committee as of early 2022. For more information about
our active contribution, please refer to the Case Study on
“Participation in the GRESB Standards Committee” under
Principle 10.
In addition to Arcus’ active involvement in industry-wide
initiatives, Arcus seeks to build relationships with the
regulators and Government bodies, to facilitate
transparency, dialogue and sharing of respective
objectives, thereby contributing to the better functioning
of the infrastructure industry contributing to Europe’s
future economic growth, environmental protection,
societal development and to the reduction of inequality.
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CASE STUDY: GRESB EUROPE INFRASTRUCTURE
BENCHMARK COMMITTEE (“IBC”)
PARTICIPATION
The purpose of the IBC is to discuss and provide technical
input to GRESB regarding the content of the
Infrastructure Assessment, and GRESB’s other
infrastructure products and services. In 2021, Arcus
attended working group sessions discussing key market
trends and initiatives such as climate change, net zero
targets, TCFD, diversity and inclusion, participating in the
EDHEC infra TICCs consultation on sector alignment to
drive relevance of ESG materiality, and upcoming
regulation such as SFDR. The results of these working
groups and engagements lead to continuous
improvement in market understanding and acceptance
of key ESG factors impacting the infrastructure industry.
From Arcus perspective participation in discussions on
leading edge developments and thought leadership
discussions provide valuable insight and sharing of peer
experience for Arcus to reflecting into its own
management of market wide and systemic risks.
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CASE STUDY: ENERGY EFFICIENT INFRASTRUCTURE
When looking at market-wide and systemic risk in the context of our investments, we identified energy security and
energy efficiency as a key consideration. The implementation of this into investment strategy is evidenced by the
businesses that Arcus buys, and the ways we manage them.
In late 2019, AEIF2 purchased Horizon Energy Infrastructure, a UK-based smart metering asset provider. This acquisition
directly supports the UK Government’s programme of rolling out smart meters to residential and commercial premises
to enable the UK’s transition to a decarbonised and more flexible energy sector. Smart meters allow demand side
flexibility with time-of-the-day pricing, lower energy consumption through real-time monitoring and the transition to
smart grids and smart homes.
In terms of our investment management, another AEIF2 investee company, Constellation, commenced a programme in
2020 to replace older refrigeration installations at two of its subsidiaries, Stockhabo and Lintelo, which used
hydrofluorocarbon based refrigerants with a high Global Warming Potential (“GWP”) with refrigeration systems that
utilise lower GWP refrigerants. Post completion of this project in 2021, the company is already seeing up to a c.18%
reduction in energy usage at relevant sites.
Constellation has also been installing solar panels at various sites across Europe to partially self-generate its energy
requirements. In 2021, 7.5% of total electricity consumption at Constellation came from the solar panels.
A recent Arcus acquisition in December 2021, Momentum Energy Group, which manages and optimises well-located,
late life, on-shore wind turbines, has material ESG-related opportunities. While there is a direct environmental benefit
provided through provision of renewable electricity (such as avoiding emissions from fossil fuel sourced electricity), there
are potential ESG implications regarding decommissioning waste at the end of the assets’ life. Prior to Momentum
decommissioning wind turbines, it first seeks to refurbish or repower the turbines, use parts for re-installation elsewhere
in the portfolio or retain components in storage as spare parts for the future use, thereby extending asset lives, supporting
the circular economy and minimising waste and cost.
Finally, Swiss4net, AEIF2’s FTTH investment in Switzerland continues to source 100% of its energy from renewable
sources.
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PRINCIPLE
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5.1 ARCUS-WIDE POLICIES
Arcus has implemented various policies to govern its
business conduct, including in relation to risk, compliance,
operations, HR, ESG, IT and Business Continuity. The Risk
and Compliance Director is responsible for the risk,
compliance and governance policies and manuals. Arcus
has implemented a periodic review and update cycle.
Depending the policy within Arcus, the specific policy is
reviewed on a periodic basis and approved by the relevant
committees. All policies are approved by the Management
Committee. This internal governance review ensures the
appropriate checks are included. They have also been
subject to scrutiny by sophisticated professional investors
(and their advisors) during their diligence as part of recent
investments in Arcus’ funds.
All our policies and manuals are made available to all
Employees upon commencement of roles at Arcus; they
are required to read, and attest to having read, all
documents upon joining. The policies are also available on
the Arcus intranet homepage, and all Members and
Employees are notified when an updated publication is
released and are encouraged to regularly revisit and
review these. As part of the compliance monitoring, all
Members and Employees are required to sign an annual
attestation that they have read and adhered to the Arcus
policy framework.
The effectiveness of most of the policies is tested as part
of the continuous compliance monitoring cycle or in
internal controls within the processes. Furthermore, an
annual audit of the financial statements is performed by
the external auditor, they will also confirm if the internal
control of Arcus is meeting the standard.

5.2 CONTINOUS IMPROVEMENT OF ESG POLICY
Arcus’ ESG policy and objectives, including stewardship
activities and engagement, are reviewed and updated
annually by the ESG Committee, and approved by Manco.
This includes reporting on stewardship to ensure
continuous improvement in effective and transparent
disclosure.
Arcus’ ESG policy sets out the objectives and principles
Arcus follows, such as the United Nations Principles for
Responsible Investment (“PRI”), United Nations Global
Compact (“UNGC”), UN SDGs and Task Force on Climaterelated Financial Disclosures (“TCFD”). The policy outlines
the Arcus ESG Committee’s terms of reference,
incorporating guidelines regarding responsible investing,
and details Arcus approach to ESG reporting to investors
and consideration of ESG objectives in the remuneration
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of Arcus’ Members and Employees. The policy was most
recently updated in January 2022 providing further detail
on the ESG factors most material to Arcus and its
investments, as well expanding on the SDGs which Arcus
and its investments contribute most to and ensuring
compliance with SFDR where applicable.

5.3 INVESTEE COMPANY POLICIES
In addition to Arcus itself, all Arcus investee companies are
required to implement their own policies, essential to their
particular business operations, and the Arcus asset
manager works with the company to assist in formulating
any policies or updated policies where necessary. As part
of 100-day plan implementation, Arcus initially reviews all
the investee company’s policies, the governance
structure, ESG risks and opportunities relevant to the
business and management’s ESG experience and capacity.
This is usually led by the Arcus Asset Manager for that
investment along with the Arcus ESG team and with input
from the Arcus asset management forums and the Risk
and Compliance Director.
For example, all investee companies are required to
implement an ESG policy (some having an explicit
overarching ESG policy, others addressing critical subsets
of ESG, such as health and safety, environmental risk
management, people management and governance
through individual policies or operating manuals). Arcus
seeks to be flexible in its approach to ensure that the
approach is tailored to the individual business’
requirements while at the same time covering Arcus
requirements and objectives.
Arcus uses its experience to identify ways in which these
may be improved and works with the executive
management teams to implement the changes. This can
include adopting one or more ESG (or subsidiary topic)
policies, changing operational practices or making changes
to board decision making, structure or delegated
authorities.
GRESB is a key tool used by Arcus to assess the
effectiveness of its activities and the activities at relevant
investee companies, relating to ESG and stewardship.
More information can be found in Principle 7 about how
the GRESB benchmarking tool supports continuous
improvement in policies and procedures at Arcus and each
investee company.

5.4 ASSURING OUR PROCESSES AND REPORTING
All Fund and Managed Account annual financial
statements are audited and our Investors, and prospective
Investors, conduct due diligence on our investment
management approach and stewardship activity on a
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regular basis. Currently Arcus does not obtain an annual
assurance report on policies and internal controls (e.g.
AAF01/06 or SAS70) given our focus on unlisted
investments.
When reporting to our investors and the general public,
we ensure separation of the preparation and review of
reports. This Stewardship Code report was prepared by
specialist functional personal from the Arcus ESG, Legal,
HR and Finance teams. The report has been reviewed by
the Risk & Compliance Director and General Counsel
followed by Manco and the Investment Committee. The
vast majority of the content included within this report is
consistent with that we disclose to our investors privately,
with sensitivity as to what is appropriate in the public
domain versus our fiduciary duty to our investors. Further,
to ensure this report is fair, balanced and understandable,
when a draft was distributed for review Manco and the
Investment Committee were specifically requested as part
of their review to consider whether this report was fair,
balanced and understandable and if otherwise, provide
suggested amendments (which have been incorporated
into this final report) to ensure the Stewardship Code
report upheld these characteristics.
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As part of the feedback received from Investors through
the 2021 Investor perception study, Arcus its ESG
reporting is considered to meet that of a gold-standard
GP. More detail on the Investor perception study is
included in the case study in response to principle 6.
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6.1 OVERVIEW OF ARCUS’ CLIENTS

ARCUS AUM BY SECTOR

At 31 December 2021, Arcus managed twelve investments
across its portfolio with total value of assets under
management of approximately €6.5 billion. All
investments are in unlisted infrastructure assets. Arcus
only invests in infrastructure assets or businesses that are
primarily located in the EU, the United Kingdom,
Switzerland and Norway 11, where it has considerable
experience of prior infrastructure investments in most of
the eligible countries.

5.0% 3.6%

10F

Arcus’ clients are institutional investors who have long
term investment time horizons, often beyond 10 years.
Arcus provides its asset management services to Investors
who are predominantly European institutional investors
(pension funds, insurance companies, and other asset
owners) 12 seeking exposure to long term illiquid
investments in the European infrastructure asset class.
These sophisticated institutional investors each undertake
detailed due diligence on Arcus, and the product they are
investing in, prior to committing. Such due diligence
typically includes on site diligence meetings with the Arcus
team. Arcus aims to deliver attractive risk-adjusted returns
and distribution yield to its Investors over the long-term
through careful selection and active management of
appropriate infrastructure assets.
11F

50.1%

41.3%

Transport

Digital

Energy

ARCUS AUM BY CLIENT TYPE
11.5%
16.5%

72.0%

The following charts illustrate an approximate breakdown
of the Arcus assets under management and investor base:

ARCUS AUM BY REGION
4.9%

1.1%

1.5%

0.4%

Logistics & Industrials

Pension funds

Other

FoF & Asset Managers

0.2%

6.2%

ARCUS AUM BY CLIENT REGION

5.7%
36.9%
15.3%

21.8%

27.8%
France

Portugal

Europe-wide

Poland

BeNeLux

United Kingdom

Switzerland

Nordics

Rest of World

Rest of Europe

78.2%

Europe

RoW

11

Arcus may also consider investments in UK, EEA or EU businesses which are headquartered in or have assets that operate, or have
clients in, non-European jurisdictions.
12
Arcus does not offer products directly to retail investors, its client base exclusively consists of institutional investors.
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6.2 UNDERSTANDING INVESTORS REQUIREMENTS
Arcus is transparent with Fund and Managed Account
Investors on its activities and has an active and recurring
dialogue with investors. The investors when committing to
an Arcus fund undertake detailed legal due diligence of the
fund documentation and most Fund investors also have a
side letter where their particular requirements (whether
they be in relation to investment approach, specific
additional reporting or investment appetite) are
documented. As a result, the investor expectations and
relationship with Arcus are clearly documented and
understood at the outset of their commitment to the
Arcus fund. Arcus considers and implements these
requirements in its investment strategy and asset
management approach and in the stewardship of those
investments. Arcus has a dedicated Investor Relations
Team, led by its Head of Investor Relations. The team is
responsible for ongoing interactions with the existing and
prospective investors and investor reporting.

CASE STUDY: CLIENT PERCEPTION STUDY
In 2021 Arcus conducted a detailed Investor perception
study to gather views of the existing Arcus investors in its
funds under management, with the goal of better
understanding investors views of Arcus. The study
focused on how Arcus is perceived as an organisation
and versus its peers and to provide information on Arcus’
strengths and potential areas of improvement. The study
was performed by an independent third-party
consultant, who specializes in exercises of this kind, with
options for feedback to be attributed to the specific
investor or provided anonymously. A similar study was
conducted in 2016 by the same service provider,
allowing Arcus to efficiently track feedback over time.
The results in 2021 showed a strong improvement in
several areas compared to the 2016 report and as a
result of the 2021 study, Arcus has adapted its
communication to increase Investor awareness of how
Arcus undertakes its asset management activities post
investment, to ensure that such activity is properly
understood and appreciated by the Investors.

6.3 REPORTING TO INVESTORS
We report formally to all Investors on a quarterly basis.
The quarterly reports include information on the
following:
•

13

Fund or Managed Account investment activity and
information on value of investments and assets
under management, geographic and sector
exposure, capital deployed, fees charged,
distributions, and investor returns;

•

Significant Fund or Managed Account related
events, material risks and changes to management
of Arcus or the respective investment vehicle;
Details of Fund Advisory Board meetings during the
quarter;
Investment operational performance on an assetby-asset basis including financial performance and
KPIs;
ESG developments and ESG related KPIs at Arcus
and investee companies and any material ESG
events that occurred during the quarter; and
Financial statements – Income statement, Balance
sheet; and capital movements schedule

•
•
•
•

The Arcus investee companies are valued annually by an
independent valuer as part of the preparation of the yearend financial statements. The financial statements of the
Funds and Managed Accounts, and Arcus itself, are
audited and as part of the Fund Annual Review investment
performance and ESG reporting on the Fund and the
underlying assets is provided.
Arcus makes Investment Committee members and each
Asset Manager available regularly to the Fund Advisory
Boards, which comprise some of the larger investors from
each fund respectively, to deal with stewardship matters
regarding the Fund or its assets.
Fund Investors also receive an annual report and are
invited to attend an AGM of the fund as well as update
calls on the performance of the fund’s assets. The AGM
provides Investors with a further opportunity to discuss
areas of interest with Asset Managers and key decision
makers. We also publish a publicly available Sustainability
Report which includes ESG developments from the year
prior 13.
12F

During 2021 Arcus adapted its reporting as a result of the
COVID-19 pandemic, with a video conferencing solution
for the AEIF2 AGM in May 2021 (with a second update
meeting held in H2 2021 to further communicate with
investors). All Limited Partners were invited to participate
with Arcus Partners and external speakers presenting
market developments and providing updates on Arcus and
performance of the fund’s assets. More importantly, this
solution has proved to be time-efficient, convenient and
cost-effective and we are assessing the use of more
advanced platforms and functionality for future events.
In addition, we discuss our activities, where legally
permitted, with Investors on an ad hoc basis should they
have any questions or concerns that arises outside of the
reporting process above.
Where an ad hoc incident arises at Arcus or an investee
company, such as an ESG related incident, Partners or
Employees concerned, or where such incident relates to
an asset, the relevant Asset Manager, notifies the
Management Committee and Risk and Compliance

https://wp-arcus-2020.s3.eu-west-2.amazonaws.com/media/2021/06/18165548/Arcus-Sustainability-Report-2020.pdf
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Director (where Arcus related) or the Investment
Committee (where investment related) and the ESG
Committee as soon as reasonably practicable. Depending
on the severity of the incident, reporting to the regulator
will be done by the Risk and Compliance Director and in
addition reporting to Investors may be immediate or in the
next quarterly report. All communication to investors
about such incident is reviewed and approved by the
Investment Committee, with the assistance of the ESG
Committee before being released to Investors by the
Investor Relations team. Follow up reporting relating to
the incident, where relevant, is provided in subsequent
quarterly reports for as long as necessary.
Arcus uses GRESB reporting as a key medium for reporting
its ESG performance to investors. GRESB reviews the
organisational approach to sustainability and ESG, which
are topics which incorporate many elements of
stewardship activities. Further information on GRESB
results for 2021 are contained in Principle 7, section 7.6
GRESB.
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7.1 ESG OVERVIEW
As an asset manager, Arcus approach to stewardship
systematically integrates the evaluation of ESG risks and
opportunities into our own organisation and into our
investment origination, asset management and exit
decisions. Our focus on managing ESG risks and pursuing
ESG opportunities relevant to infrastructure stems from
our aim to consistently act in the best interests of our
investors and other stakeholders and our firm belief that
incorporating ESG factors into our policies and procedures
helps us to create responsible investee companies
generating sustainable value for all stakeholders and thus
delivering better long-term returns for our investors.
Arcus’ day-to-day management, including oversight of ESG
matters, is the responsibility of the Management
Committee. The Management Committee has appointed
a Head of ESG, an ESG committee, and allocated resources
for a dedicated ESG team to assist in managing matters
specifically relating to ESG, such as assessing and
managing investment ESG factors, reporting, training,
maintaining policies and driving Arcus’ commitment to
ESG. The Head of ESG is Neil Krawitz. This structure has
operated since 2016. More information regarding the ESG

14

Committee can be found in section 2.1 Arcus Governance
Overview.
Arcus has a dedicated ESG team which supports the ESG
committee to ensure the commitments to responsible
investment and stewardship in this policy are
implemented. The Arcus in-house ESG team consists of
two dedicated ESG professionals, Kaj Bakker and Bansi
Chudasama, who report to Neil Krawitz as Head of ESG.
Under the guidance of the Head of ESG, they are
responsible for supporting the ESG committee and
investment professionals at Arcus to implement this
policy.

7.2 ARCUS ESG APROACH THROUGHOUT THE
INVESTMENT CYCLE
Arcus has an ESG policy (last updated in January 2022)
which applies to all members, employees and contractors.
Our ESG policy, available on our website 14, sets out Arcus’
ESG objectives, the ESG factors Arcus considers material,
international principles and standards Arcus aligns with,
the ESG Committee’s terms of reference and incorporates
guidelines concerning responsible investing. The policy
also details Arcus’ approach to reporting ESG matters to
13F

Arcus-ESG-Policy-January-2022.pdf (wp-arcus-2020.s3.eu-west-2.amazonaws.com)
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investors and ESG training provided to, and consideration
of ESG in setting remuneration of, Arcus team members.
The application of the ESG policy to our investments is
relevant both to the origination and due diligence of new
investments, and to the asset management of our existing
portfolio. Regarding the latter, we target continuous
sustainable improvements in the investee companies’
management of ESG factors over time.
Arcus believes that investing responsibly protects its
investors’ interests, through identifying and managing ESG
issues early in the investment process and actively
managing and reporting on these through the investment
cycle. By incorporating ESG factors into policies and
procedures, Arcus seeks to identify both risks and
opportunities which can ultimately add value (or avoid
losses) for stakeholders and our investors. The graphic
above shows how Arcus incorporates ESG considerations
into the various stages of the investment lifecycle.

7.3 ORIGINATION
Consideration of ESG risks and opportunities is a formal
element of the Arcus origination process. Every
investment opportunity undergoes a three-stage process
where ESG factors are considered as part of 1) the initial
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sourcing and Investment Committee approval to progress
preliminary due diligence, 2) the assessment of the
investment prior to submission of a non-binding,
indicative offer and, if successful, 3) the final review of due
diligence and investment hypothesis prior to submission
of a binding offer.
The first level of screening for ESG risks and/or
opportunities occurs as part of the fortnightly Arcus
origination meetings. When an investment opportunity
enters the diligence phase, further analysis is undertaken
on ESG risks and opportunities typically involving the
appointment of third-party independent experts or
consultants. Following on from the screening and the
diligence phases, the investment opportunity then enters
a decision-making phase where the results of the diligence
exercise are provided to the Investment Committee, via a
final approval paper.
When reviewing potential investments, Arcus considers
relevant ESG factors associated with those opportunities.
The full Exclusion policy can be found within the Arcus ESG
policy on our corporate website.
Arcus’ ESG policy requires that consideration of
appropriate ESG risks and opportunities is a formal
element of Arcus’ deal structuring process. Such
consideration is documented in the due diligence
completed on an opportunity and the relevant investment
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approval papers for each proposed investment
opportunity. As part of this due diligence process, all
potentially significant ESG issues are thoroughly analysed
and identified, and the company’s management of those
evaluated.
Climate change is incorporated into the ‘E’ section when
evaluating relevant issues for any potential investment.
Where necessary, specialists should be used, for example,
to assess whether sites are subject to flood risk,
throughput impacted by changing demand or supply
patterns due to climate change or at risk of being impacted
by the transition to a low carbon economy.
To the extent that the diligence suggests that any residual
ESG risks cannot be successfully managed or mitigated, a
commercial decision would be made by IC members to
either price the risk, ask the sellers to bear the risk, or in
extreme circumstances, walk away from the transaction.
It is at this stage that ESG opportunities (in addition to the
risks) would also be presented and valued as part of the
business plan development.
This element forms part of the risk analysis for each
opportunity.

CASE STUDY: FILTERING INVESTMENT
OPPORTUNITIES OUT OF DEAL PIPELINE SOLELY
ON ESG GROUNDS
Arcus has excluded, between 10-15% of all
opportunities reviewed by the origination
management team per year on grounds of ESG
concerns from 2019 to 2021. Some of the more
specific examples of the reasons Arcus excluded these
transactions were due to oil and gas storage or
handling (stranded asset risk), hazardous waste
recycling (health and safety risk), minority
shareholding positions without controlling governance
rights (lack of control risk or mismatch to investment
thesis), or where the profile of individuals or country
involved created governance concerns (reputational
risk).

7.4 ASSET MANAGEMENT
Once Arcus has completed an investment, ESG risks
and/or opportunities (identified as part of diligence and
actions associated with ensuring investee companies
meet Arcus ESG requirements) are included in the 100-day
plan workstreams. Arcus ensures that its investee
companies have appropriate policies and procedures for
ESG matters (either via an ESG or sustainability policy or
specific subsidiary policies dealing with relevant ESG
factors such as health and safety or environmental
matters).
ESG risks and opportunities are continually assessed by the
Asset Manager and monitored formally as part of monthly
board reporting. ESG is monitored at Arcus level quarterly
through the internal Arcus risk and ESG reporting process.
All asset risk reviews are reported to the Investment
Committee on a quarterly basis and any urgent issues are
reported on an ad hoc basis to all appropriate committees
and investors.
Specifically in relation to climate-related risks and
opportunities, evaluation of climate change risks and
opportunities has been embedded in Arcus’ ESG oversight
in origination and asset management processes.
Recognising the importance of this area, Arcus
commenced TCFD reporting for all investee companies in
2020 and will do so annually (both as part of the Firm’s
annual reporting to investors and in Arcus’ Sustainability
Report). As part of TCFD reporting, Arcus analyses in detail
the climate-related risks and opportunities impacting each
asset in line with IPCC scenarios.
In addition, one of the quarterly Arcus Asset Review
Meeting topics for each investee company focuses
particularly on ESG. The agenda for this meeting includes
discussing the investee company’s ESG approach; key ESG
risks and opportunities (including climate change); key ESG
KPIs reported and performance over time; and areas
considered targets for the ESG continuous improvement
programme.

CASE STUDY: ESG SRCEENING IN 2021
Arcus includes the assessment of physical climate change impacts as part of its ESG screening of potential investment
Background opportunities. During the reporting period Arcus reviewed a potential data centre investment in western Europe. As
part of the ESG screening the investment team identified flood risk and a possible increased flood risk due to the
impacts of climate change as a material risk for one of the key sites.

Actions
taken

In the due diligence process, Arcus engaged a third party adviser specialized in environmental matters including flood
risk and climate change impact. The goal of the assessment was to understand the current and future levels of flood
risks the site is exposed to and how vulnerable the site is in its design to flood risk.

Outcome

The review concluded that the site was in close vicinity to a large body of water sensitive to the levels of precipitation
in the region, with a 1 in 100 years flood risk. The country where the site was located was identified as highly regulated
and flood risk is one of the assessment criteria local governments considered in providing planning permission for the
site and its activities. Furthermore, steps had been taken to mitigate the flood risk and offer more protection from
flood risks. A climate change impact analysis demonstrated the site wouldn’t be subject to increased levels of flood
risk in the future. This information was included in the final investment approval request provided to the investment
committee to enable an informed decision.
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7.5 REPORTING
Arcus focuses on disclosure and transparency of reporting
as well as materiality of the ESG risk and opportunity when
setting out ESG monitoring and performance targets. At
Arcus we recognise that each investment is unique –
whether by virtue of geography, size or other differences
and we consider these factors when setting our initial
reporting as well as when setting performance targets.
As of 1 January 2023, Arcus will report annually on the PAI
for the entities that are required to do so under level 2
reporting obligations of SFDR which includes measuring
and reporting on GHG and GHG intensity across the
portfolio.

7.6 GRESB
Arcus uses the GRESB benchmarking process as a tool to
assess ESG performance at investee company level,
facilitate engagement for internal and external discussions
and set performance targets, with the aim of consistently
improving asset ESG performance. Each year GRESB
assesses and benchmarks the ESG performance of real
assets worldwide (real estate and infrastructure). The

GRESB assessments are guided by what investors and the
industry consider to be material issues in sustainable
performance of real asset investments and are aligned
with international reporting frameworks, goals and
emerging regulations.
Each year, in Q4, the Arcus ESG team works closely with
the asset teams and management at the investee
companies to prepare a gap analysis based on the GRESB
scoring and put a strategy in place to make specific ESG
improvements. These improvements could relate to
policies, processes, management oversight or KPI
reporting.
Arcus has been a GRESB member since March 2017 and
has completed the GRESB infrastructure reporting cycle
for all Arcus funds and investee companies, which we
require their participation where they meet GRESB’s
qualification requirements (assets held in fund at year end
and that have been held for more than six months of the
reporting period).
We are very proud of the excellent results achieved in
2021 by our Funds and investee companies (all improving
their scoring in 2021), which are summarized in the table
below.

ARCUS 2021 GRESB RESULTS

Arcus Infrastructure Partners LLP
UK Stewardship Code Report
April 2022

32

APPLICATION OF THE UK STEWARDSHIP CODE
Arcus managed entities were named GRESB Sector Leader
in each of the Global Sector Specific Fund (excluding
renewables and transport) and European Fund categories,
and twice in the Global Transport category in the 2021
GRESB Infrastructure Assessment.
Arcus again
demonstrated best-in-class ESG performance with the
Arcus Tivana Investor Vehicles (the TDF investment
partnerships or “Tivana”) ranking first out of 106
infrastructure funds which completed the full GRESB
assessment, scoring 99 out of 100 possible points
(compared to 96/100 in 2019). This strong score also
meant Tivana has been named GRESB Infrastructure
Sector Leader for European Funds and Global Sector
Specific Fund Sector Leader (excluding renewables &
transport).
Our most recent fund, Arcus European Infrastructure Fund
2 (“AEIF2”) was ranked sixth in the European Diversified
Infrastructure Funds category (against 25 peers), with
assets scoring well when benchmarked against their peer
groups. AEIF2 received a 3-star GRESB rating this year,
down from a 5-star rating in the 2020 assessment, in line
with Arcus’s expectations, which was the result of two out
of four fund assets participating in the GRESB assessment
for the first time, when it is rare for assets to score highly
on their first attempt.
Overall, Arcus’ underlying assets scored very well when
benchmarked against their peers with all Arcus’ eight
participating assets showing an improvement on their
scores. Brisa, GTC and TDF were ranked first in the
respective sub-sector peer groups and received 5-star
ratings. As ESG is an evolving topic, we are continuously
striving to improve our management of ESG issues and the
way we report on those to our Limited Partners and the
way we communicate the importance of GRESB to the
wider infrastructure community. GRESB is also a tool
which provides feedback on areas where we can improve
and develop. The results of the GRESB reporting have in
the last year and will in future years provide a baseline for
ESG performance and allow us to further analyse what we
are doing both at fund and investee company level and
target improvements.

7.7 CLIMATE CHANGE CONSIDERATIONS –
COLLABORATING WITH ERM TO ENHANCE ARCUS
APPROACH
Arcus as part of its investment risk assessment, quarterly
risk reporting and annual ESG focused asset review
meetings (as described above), includes consideration of
climate related risks and opportunities in its recurring
processes. To further formalise our approach to managing
and reporting climate related risks and opportunities,
Arcus reports under TCFD annually to investors and in our
sustainability report.
Having reviewed the TCFD requirements, we identified a
requirement for external input on incorporating credible
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and widely accepted climate change data, to migrate from
our historical qualitative approach to climate change
assessment to a quantitative approach informed by data
on climate scenarios, a critical element to the successful
adoption of TCFD reporting. In the first half of 2020, we
began a process to select a suitable adviser to assist us
with climate scenario analysis. At the end of 2020, Arcus
began working across the portfolio with a team from ERM,
a global sustainability consultancy who were involved in
the drafting of TCFD and advising the Financial Stability
Board of the G20, and who have advised several private
equity firms on the implementation of TCFD.
The
TCFD
developed
voluntary
reporting
recommendations in four key areas (known as “pillars”):
Governance, Strategy, Risk Management, and Metrics &
Targets.
These
four
overarching
disclosure
recommendations are intended to help identify the
information needed by the financial community to
appropriately assess and price climate-related risks and
opportunities. While it is widely recognised that the
emission of greenhouse gases will cause further warming
of the planet, the financial implications of climate change
are more challenging to understand, which highlights the
need for such reporting.
The Arcus TCFD report is contained in its annual investor
reporting, and a summary is included in the annual public
sustainability report issued in June 2021 (for the year
ending 31 December 2020). Since our initial TCFD report
in 2020, the Intergovernmental Panel on Climate Change
(IPCC) issued its Assessment Report 6 (“AR6”) in August
2021, the first update since 2013, which has, as a result,
brought a material change in our understanding of
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physical climate trends. We engaged ERM once again at
the end of 2021 to update the physical climate risk review
for all assets included in the report from 2020 for the AR6
forecasts. In addition, ERM conducted the full climate
scenario analysis for two newer investments which had
not been included in the 2020 year-end report.
Arcus also engaged ERM in October 2021 to assist with
improving GHG emissions and carbon footprint reporting
at Arcus, as well as investee companies. ERM assisted in
developing an Arcus GHG emission methodology based on
the GHG protocols and Arcus reporting tool for this
purpose. ERM also provided an Arcus-wide GHG emissions
reporting training programme in January 2022 for
investment team members and investee company
participants and held detailed workshops with each of the
asset teams to guide them through GHG emissions data
collection and reporting.

7.8 EXIT
Asset management activities throughout the lifecycle of
Arcus’ investments are focussed on managing and
reducing risk factors and pursuing value-add opportunities
to improve investment returns. In many cases the benefits
accruing from this approach materialise at the point of
exit, either through a premium to valuation multiple on
account of the improved business prospects or a reduced
buyer equity discount rate due to the reduction in
perceived investment risk. ESG is an integral part of the
Arcus Asset Management Framework, and this systematic
approach is incorporated for many years in advance of exit
with value realisation in mind.
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7.9 SERVICE PROVIDERS IN ESG INTEGRATION
As described in examples above, Arcus works with service
providers such as ESG consultants and advisers to assist in
various stages across the investment process. Please see
our case study above with regards to ESG Screening where
we discuss the role of third-party advisers during due
diligence and another example where we engaged ERM in
2021 to work with us on our climate change matters. More
information on how we ensure service providers are held
to account can be found in Principle 8. However, we
ensure that a full due diligence exercise has been
undertaken prior to appointing any service providers to
ensure alignment of company values and fiduciary duties.
Once appointed, the initial brief provided to the company
appointed is precise and descriptive of what Arcus would
like to achieve, includes an overview of why this particular
mandate is material to Arcus and requires action now, and
finally the outcome, timeframes and how it should be
presented. This is to ensure that service providers receive
clear and actionable criteria prior to commencing any
work and have a deeper understanding on why the
mandate is important to Arcus and the ESG factors which
are material to Arcus.
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8.1 ARCUS’ APPROACH TO SERVICE PROVIDERS
Arcus is an active asset manager invested in unlisted assets
with most activities undertaken internally (as described
below). When it is most efficient to outsource certain
activities, Arcus typically uses market-leading and
experienced service providers. Examples of the key service
providers Arcus uses include administration services, and
an Investor Relations dataroom provider, among others.
Prior to the appointment of any service provider, Arcus
undertakes a full due diligence exercise to ensure that
company’ values are aligned, particularly in the case of the
fair treatment of Arcus investors. A formal process is
followed for the appointment and oversight of external
service providers. Depending on the contract value and
the scope of services, approval needs to be obtained from
the Arcus Management Committee and/or the
Investment Committee. The engagement letter with the
service provider is reviewed internally by the legal team.
The Arcus personnel responsible for the service delivery of
the provider review the quality of service on an ongoing
basis, hold periodic meetings and report any issues to the
Management Committee. Following a project, the Arcus
team engages the service provider for a feedback session
to improve the service experience for future projects.

8.2 ARCUS ASSET MANAGER FOR EACH INVESTEE
COMPANY
In relation to assets acquired by a Fund or Managed
Account, a senior Arcus individual is designated and tasked
with responsibility to be the Asset Manager who is
responsible for delivering the investment objectives for
that investee company. These objectives are reflected in
the individual Asset Manager’s objectives which are set
annually and reviewed every year to assess performance
and determine discretionary potential variable
compensation. To better monitor an asset’s financial
performance, Arcus uses detailed financial models to
monitor actual results against forecast. The forecasts are
reviewed annually following discussions with investee
companies. Arcus has also appointed one of the Members
as Head of ESG and Asset Management to co-ordinate and
ensure consistency in its approach to asset management.
Asset Managers and other senior asset management
professionals are appointed to the boards of investee
companies and regularly monitor governance, operational
and financial performance. The boards will usually also
approve the annual budget. In acquiring assets, Arcus
ensures that it is entitled to exercise a high degree of
15

control or, at least, significant influence over the relevant
assets.
Asset Managers also review governance, strategy, returns
and health and safety, and conduct quarterly risk reviews
incorporating all of these areas, which are reported on to
the Investment Committee and Manco.
As part of the origination process in any possible future
investment Arcus would assess all of the aspects listed
above before investing and make improvements after
acquisition where necessary.
Where applicable, we also meet and discuss overall
performance and governance of an investee company
with co-investors. In several instances we have worked
with co-investors to improve governance structures and
reporting provided to boards as part of our Asset
Management Framework.
Finally, where appropriate, the Asset Managers monitor
third party providers as part of their ESG oversight, in
relation to the underlying investee companies.

8.3 UPHOLDING HIGH STANDARDS IN SERVICE
PROVIDERS AND INVESTEE COMPANIES
In our response to Principle 4, we present the ESG factors
most material to Arcus and its investments. The social
factors include health and safety and human rights.
Further governance factors include business integrity,
anti-bribery and anti-corruption. These are key factors
which Arcus takes very seriously in all its relevant
operations, including making new investments, managing
existing investments and working with any relevant service
providers. Arcus expects that any service providers we
engage with will uphold a similar policy or stance towards
these factors and uphold high levels of diligence in any
matters concerning these topics. At investee company
level, we work with management at each relevant
company to establish policies and procedures to ensure
no breaches occur.

8.4 PROMISE TO ERADICATE MODERN SLAVERY
Arcus is committed to being a responsible corporate
citizen in protecting human rights, therefore each
investment made by Arcus and every service provider we
choose to work with must adhere to our Modern Slavery
statement, as stated on our corporate website 15. All
members and employees receive training on the Modern
Slavery Act on a regular basis.
1 4F

(https://wp-arcus-2020.s3.eu-west-2.amazonaws.com/media/2019/04/Modern-Slavery-Act-2019-v2.pdf)
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CASE STUDY: THIRD PARTY IT PENETRATION TESTING SERVICES
Background

Arcus operates with a robust approach to IT and cyber security management and we have formal policies in
place which outline our approach. However, Arcus identified the need to complete third party penetration
testing in early 2021 for assurance our IT infrastructure was not vulnerable to cyber-attacks. In addition, our
investors were interested in ensuring that we had undertaken such cybersecurity checks.

Actions taken

Since March 2021, Arcus worked with a well-known, leading IT services company who are experts in carrying out
third party penetration testing for public and private organisations to ensure their IT systems are robust,
updated and protected against any external penetration.

Outcome

The IT services company provided a report of their findings. No risks to our IT systems were identified as a result
of the testing and Arcus passed the penetration testing well. Arcus is committed to completing this third-party
penetration testing annually and completed this again in March 2022 with good results.

CASE STUDY: AIFM SERVICES BY EXTERNAL ALTERNATIVE INVESTMENT MANAGER
Background

As a consequence of the UK’s exit from the EU, the FCA authorised Arcus Portfolio Manager is no longer able to
act as AIFM for the Arcus funds.

Actions taken

After careful due diligence, in 2021, Arcus appointed Carne Global Fund Managers (Luxembourg) S.A. as a third
party interim AIFM and, in parallel, has incorporated Arcus European Investment manager Netherlands B.V.,
(“AEIM NL” or “the Dutch AIFM”), which has applied to the Dutch regulator for the necessary authorisation.
Arcus intends that, once authorised, the Dutch AIFM will act as Manager for the funds. Meanwhile, the Arcus
Portfolio Manager (which remains FCA authorised) will continue to discharge the portfolio management
function (under the oversight of Carne) pursuant to a delegation arrangement.

Outcome

The relationship between Carne and Arcus is managed via the Director of Risk and Compliance, who has weekly
update meetings with Carne. On a quarterly basis Carne report to the Luxembourg Board, this report is first
reviewed by Risk, Compliance and Valuation functions. In general, the risks in relation to services provided by
Carne are covered in an agreement and are considered low. Portfolio management remains with Arcus and is
covered in the delegation agreement between Carne and Arcus.

CASE STUDY: EXTERNAL EXPERTISE TO RESPOND TO NEW LEGISLATION ON GHG EMISSIONS REPORTING
Background

In preparation for the obligations Arcus has under the EU’s Sustainable Finance Disclosure Regulation (SFDR)
Arcus identified the requirement to standardize GHG emissions reporting. To develop a robust GHG reporting
process across all investee companies, aligned with an internationally recognized standard external expertise
was required.
Arcus conducted a tender, inviting four established service providers in the field of GHG reporting. Through an
RFP process all four received the scope of services and provided a detailed plan of approach and fee quotation.

Actions taken

The Arcus project team selected a preferred supplier based on a combination of the plan of approach,
experience, company profile and financial conditions. Formal approval was obtained by Arcus through Manco
and the Investment Committee.
Following the initial kick-off meeting, the Arcus ESG team members and the service provider held fortnightly
project control group meetings to keep all involved stakeholders engaged. Following the successful completion
of the project Arcus invited the service provider for a feedback session to on considerations for future projects.

Outcome

The service provider conducted a series of online workshops for the Arcus investment professionals and the
management teams of investee companies. An Arcus GHG emission methodology was developed based on the
GHG protocols and Arcus reporting tool. All Arcus investee companies have now been equipped with the tools
and training to report on their GHG emissions in line with the SFDR.
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9.1 APPROACH TO MANAGING INVESTMENTS
Arcus invests in one asset class, infrastructure, in a single location, Europe. Active asset management is a key pillar of the
Arcus investment strategy and a core competency of the Arcus team. Arcus believes that obtaining controlling positions
allows its asset management teams to drive value add initiatives with the management teams of investee companies. The
Arcus asset management framework and active engagement are critical to the delivery of an investment thesis. as well as
essential to creating and protecting the value of each investment in constantly changing markets. The Arcus asset
management approach is founded on combining dedicated and experienced senior resources with a structured asset
management framework and institutionalised, repeatable processes.
Although infrastructure businesses are usually stable, they still require effective management to deliver strong operating and
financial performance over the long term. Arcus seeks to be a responsible, long-term shareholder and supportive partner for
the management team in each investment. Arcus believes that its structured approach and hands-on, active asset
management is critical to delivering value that is not accessible by the broader infrastructure investing market.
These components are embedded in Arcus’ investment strategy as set out in section 1.2 where a value add strategy requires
detailed asset management activities which in turn required controlling interests to allow the execution of asset management
activities – hence the asset management approach is critical to delivering the investment strategy. It is through these
initiatives that Arcus delivers strong returns for investors and fosters a culture of continuous improvement acting in the best
interests of its Investors and other stakeholders. This is reflected in the positive Investor perception study results expressed
by Arcus’ existing investors set out in more detail in Principle 6.

9.2 RESOURCING ASSET MANAGEMENT
Arcus allocates significant resource to managing investments in portfolio companies and typically applies between 1.0 to 1.5
FTE (full-time equivalents) per annum to managing each investment. As described in our response to Principle 2, the
Management Committee appoints a dedicated Asset Manager (either an Arcus Partner or senior employee) to each new
portfolio company, with responsibility for the stewardship of the investment and for shareholder-level interaction with the
business.
Typically, Asset Managers spend a significant amount of their time building and maintaining relationships, supporting portfolio
company executives and applying experience and judgment to key decisions. The Asset Manager is allocated one or more
other team members to assist in the delivery of agreed asset management initiatives and is supported by other senior Arcus
investment professionals on the Board of the company. The Asset Manager may also draw on Arcus’ specialist treasury, tax,
legal, financing, ESG and risk management functions to provide input into asset management initiatives when required. Arcus
seeks to build deep, constructive relationships with portfolio company management, supporting the development of the
business and providing guidance and constructive challenge to the executive teams.
The Asset Manager will normally have been involved in the original investment acquisition process, or have been a member
of the team managing that asset. The seamless integration of deal execution and asset management creates long-term
alignment and provides valuable feedback loops and learning opportunities to further improve origination activities. Arcus
believes that the individual with responsibility for running an acquisition and the underlying assumptions used to establish
the investment thesis should have accountability for the delivery of those assumptions. This model works particularly well
given the long-term stability of the Arcus team.

9.3 ARCUS ASSET MANAGEMENT FRAMEWORK
Arcus uses an established, internally developed framework to ensure a consistent and rigorous approach to asset
management across all investments, called the “Arcus Asset Management Framework”. This forms the basis for value
creation in every portfolio company and provides a transparent process that is systematic and repeatable. Every investee
company is supported by a dedicated asset management team from within Arcus’ Investment Team, including an appointed
Asset Manager who supports the executive management teams in implementing and monitoring business plans.
The Arcus Asset Management Framework contains four key value creation components that Arcus uses both to assess new
investments and manage existing investments. All four interconnected disciplines are critical to delivering value from
investments.
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The approach to value add asset management, with significant allocation of dedicated resources, is a critical element of Arcus’
beliefs in delivering value to its investors and wider stakeholders (Principle 1) and in delivering on its stated investment
approach which investors selected Arcus as a manager to do (Beneficiary needs – Principle 6).
To better monitor an asset’s financial performance in order to maintain and enhance the value of assets, Arcus’ asset teams
create detailed financial models and monitor actual results monthly against forecasts. The forecasts are reviewed annually
following discussions with investee companies. Asset Managers and other senior asset management professionals are
appointed to the boards of investee companies and regularly monitor governance, operational and financial performance.
The boards will usually also approve the annual budget. In acquiring assets, Arcus ensures that it is entitled to exercise a high
degree of control or, at least, significant influence over the relevant assets. Arcus aims to enhance the value of assets as far
as possible from acquisition through to exit.
Shareholder Leadership is a prerequisite to delivering investment value. Arcus sets clear strategic objectives for each portfolio
company based on its investment thesis and due diligence findings, updating these throughout its ownership as the business
and market environment evolve. At this stage, it is imperative to align shareholders around those objectives and to establish
clear shareholder decision-making processes. Arcus then establishes a strong and effective board, with the appropriate
governance structures (e.g., sub-committees, regularity of meetings) and populated with the right combination of Arcus’
representatives, co-shareholders, executive management and independent non-executive directors. The management of
ESG risks, mitigants and opportunities are also important to Arcus in its governance approach. Arcus believes its responsibility
is to ensure that the right governance framework is in place to quickly identify, monitor, and where necessary, act on ESG
considerations. Arcus puts in place people and processes that enable the continuous monitoring of the business.
Arcus continually assesses how and where its asset management approach has delivered value in the past and seeks to use
this experience to improve and evolve its Asset Management Framework and processes. For example, Arcus estimates that
its approach to asset management and the specific value add initiatives identified on the first six investments in AEIF2 have
delivered an aggregate ‘value-add’ to investors of more than €110m, on approximately €600m of capital invested, over a
two-year holding period.
All asset management activities through the lifecycle of Arcus’ investments are initiatives targeted at managing and
decreasing risk factors and pursuing value add opportunities for the purpose of creating an investment and business which
attracts a higher buyer multiple / lower buyer equity discount rate because of these actions. ESG is part of the Asset
Management Framework and this systematic approach is incorporated for many years in advance of exit with value
realisation in mind.
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Arcus is an equity investor in private unlisted businesses
which typically have a very limited number of direct
shareholders, with each holding material equity
ownership positions in those businesses. Arcus would
consider collective engagement with other shareholders
where it believes such engagement is necessary to protect
or enhance the Fund or Managed Account’s investment.
In some of the unlisted investments held by the Funds and
Managed Accounts there are co-investors with whom we
work together on a regular basis to deliver long term value
on those investments, including regular discussions in
relation to strategy, business plan, management team
performance and compensation, financing structure and
ESG. These interactions occur on a monthly or more
frequent basis, meaning common shareholder objectives
are regularly discussed.
In relation to any listed investments, we may make in the
future (none currently held), we would seek active
dialogue with a number of other institutional investors and
look to work with them if the situation, in our view,
warranted such engagement. Each matter would be
considered on a case-by-case basis.

Collective bodies of which Arcus is a member include the
British Private Equity and Venture Capital Association, the
Global Infrastructure Investor Association, and GRESB.
Arcus is a signatory to the Principles for Responsible
Investment and the United Nations Global Compact and
uses these bodies to influence relevant stakeholders and
underlying infrastructure companies. In addition, Arcus is
also a signatory to the Taskforce for Climate-related
Financial Disclosures and the UK Stewardship Code 2020
(since first reporting in 2021). Several Arcus employees are
also members of Level 20, an industry-wide not for profit
organisation dedicated to improving gender diversity in
the European private equity sector.
The contact details for Arcus for the purpose of cooperation amongst institutional investors are:
Martine Van Oppenraaij, Risk & Compliance Director
(Netherlands office), or
Neil Krawitz, Head of ESG and Asset Management
(London office).
Both can be reached by calling +44 207 832 3400.

CASE STUDY: CO-OPERATION WITH INVESTEE COMPANY MANAGEMENT TEAMS
An example of Arcus’ co-operation at the investee company level is in relation to Constellation Cold Logistics and, more
specifically, the process of integration of the Constellation businesses acquired during the year. This included working
together with the management of the three distinct portfolio companies, Glacio, Lintelo and Stockhabo (where the
management teams each retain a shareholding in those businesses), working with Arcus to achieve harmonisation of
processes and policies, as well as the sharing of best practices and resources amongst the group companies. To facilitate
this, a Constellation-level management committee was established with bi-weekly meetings, comprising Platform
leaders (C-level), senior advisers and Arcus representatives. This committee discusses developments in each market and
business within Constellation, and coordinates commercial and business development efforts, as well as broader
strategic initiatives for the Platform.
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CASE STUDY: PARTICIPATION IN THE GRESB STANDARDS COMMITTEE

Background

Arcus is a member of GRESB Infrastructure assessment and participated in the assessment and benchmarking
process over the last five years (2017-2021). Arcus requires all investee companies to complete the GRESB
Infrastructure assessment annually. Last year GRESB underwent a restructuring of its governing committees in
2021 and asked members to apply to participate in the new governance bodies including a Standards Committee.
Neil Krawitz, Head of ESG and Asset Management, was selected to the Infrastructure Standards Committee, one of
GRESB’s key governance bodies.

Arcus participates in all the strategic sessions GRESB offers to members of the Standard Committee. Learning from
best practice initiatives from peers and infrastructure investors in the field of ESG. Net Zero, carbon reduction
Actions taken
targets, physical and transitional climate change impact assessments and Diversity, Equality and Inclusion (DEI) are
examples of topics that the Standards Committee reviews and supports.

Outcome

Arcus is pleased to have been selected to participate as recognition of Arcus’ leading role, and to have the
opportunity to drive initiatives and support the increasing importance of responsible investing in the industry.
Through the participation Arcus also has access to thought leadership by other ESG frontrunners in the
infrastructure sector. Arcus can contribute to shaping the future of an important ESG infrastructure benchmark
and align its own ESG strategy with the best practice of others.
Arcus also uses the GRESB benchmarking process as a tool to assess ESG performance at investee company level,
facilitate engagement for internal and external discussions and set performance targets, with the aim of
consistently improving asset ESG performance.

CASE STUDY: ALPHA TRAINS GROUP CORPORATE STRATEGY
Background

In 2021, c.63% of the shares in Alpha Trains were acquired by new shareholders (with the Arcus investment
vehicle continuing to hold c.37%).
To ensure alignment between the existing and new shareholders, corporate strategy sessions were hosted with

Actions taken the management team of Alpha Trains, giving all shareholders the opportunity to understand the medium to longterm corporate strategy and allowing the shareholders to share their views on strategic initiatives.

Outcome

As a result of the sessions and discussions Arcus worked with the new shareholders to achieve strategic alignment
to be implemented by the company. The corporate strategy has been adjusted to reflect views of all stakeholders
involved.
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Arcus is an equity investor in private unlisted businesses
and as a result does not generally interact or have a need
to influence public issuers. However, as an active asset
manager, our stewardship of investee companies
through controlling interest positions is a critical
component of our investment strategy. In particular, our
key focus areas (and consequently, the areas where
escalations may occur) are: business strategy and
performance, leadership and separation of non-executive
board members from day-to-day management;
effectiveness of the board in monitoring the company
and executive management performance in the context
of private investments; and risk management,
accountability and executive remuneration.
The relevant Arcus Asset Manager is appointed to the
Board of each of our investee companies, and will take an
active role in considering governance, risks, strategy,
business plan, and to perform ongoing monitoring of
financial, operational and sustainability matters and
returns. Arcus has developed sound relationships with
investee company management teams and the Asset
Manager maintains regular contact (both formally and
informally) and strong professional relationships with key
investee company management. Arcus understands and
respects the proper boundaries between company
executive management and non-executive board
members, and consistent with always respecting these
boundaries, we are quite certain that our views, as
expressed to company management or during board

meetings, are consistently factored into key decisions. We
do not employ formal tools to evaluate these discussions
but through our active management approach can
monitor responses and outcomes achieved.
Additionally, by having seats on the Boards of investee
companies we influence strategy and set key objectives for
management that align with delivering stakeholder value
over the long-term.
Each Asset Manager is also responsible for the preparation
of information for Arcus to satisfy its reporting obligations
to Investors, communicating effectively and on a timely
basis, to provide updates on the performance of the
investments for the purposes of quarterly and annual
reporting.
Given Arcus’ hands-on approach, the requirement for
escalation of stewardship activities is a rare occurrence.
Our controlling shareholder interests generally allow
Arcus to direct management team activities as and when
required, although Arcus very much tried to operate in the
main through solid/logical argument, persuasion and
consensus whenever possible. Apart from the case study
below, which was a general change in approach rather
than company specific, Arcus was not required to escalate
any engagement in the reporting period. The ongoing
dialogue between the dedicated Arcus asset management
team and the management teams of the investee
companies ensures strong alignment in strategic initiatives
and responsible business management.

CASE STUDY: ESCALATING THE FORMAL ADDOPTION OF THE SUSTAINABLE DEVELOPMENT GOALS

Background

As part of the commitment Arcus makes to responsible investment, it is supportive of the 2030 Agenda for
Sustainable Development adopted by the United Nations Member States in 2015 and had adopted eleven of the
Sustainable Development Goals (SDGs) into the Arcus ESG policy.
Focused on continuous improvement, Arcus developed the ambition to expand its support of the SDGs and have
the management teams of all investee companies formally adopt SDGs relevant to their operations and corporate
strategy to ensure alignment and support of responsible development and growth.

Actions taken Arcus escalated the importance of the SDGs and engaged with the management teams of all investee companies
to review the SDGs and assess where the individual businesses could make a material impact.

Outcome

Management teams have adopted SDGs applicable to the operations of the investee companies and formal board
approval is obtained to reflect their commitment to the SDGs in policy framework. Investee companies have an
increased awareness of the 2030 Agenda for Sustainable Development and actively seek opportunities to support
the SDGs. Arcus expanded its support to the SDGs from five to eleven of the seventeen SDGs.
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Arcus is a private active asset manager in unlisted equity
investments Arcus generally holds greater than 50%
shareholdings, meaning we have control or significant
influence over the investee company. Material decisions
relating to the investments require Arcus approval and we
vote on all agenda items and resolutions for every one of
our holdings either positively or negatively (as an active
manager, abstaining is not a course we would normally
choose to follow). This applies to all investments at
recurring board meetings, annual or extraordinary general
meetings, or via written shareholder resolutions where
Arcus votes as it deems appropriate, whether that is in
favour or against.

Our ownership interests provide governance rights to
appoint board members to holding and operational
subsidiaries of the investee company, where we appoint
Arcus representatives and/or independent directors. The
independent directors appointed by Arcus are specifically
sourced for the experience on the geography and/or the
knowledge of the specific asset classes of the investment.
The Arcus appointed board members exercise their rights
and responsibilities through consistent attendance of
board meetings as set out in the table below.

12.1 BOARD ATTENDANCE 16
15F

Arcus Board Members
(as at 31 December 2021)

No. of Arcus Board Seats

2021 Attendance

Alpha Trains

Jack Colbourne, Audrey Lewis 17

2 of 6 Seats

94%

Brisa

Daniel Amaral, João Garcia

2 of 12 Seats

100%

Constellation

Stuart Gray, Toby Smith 18

2 of 2 Seats

88%

E-Fiber

Jack Colbourne, Jordan Cott

2 of 4 Seats 19

100%

GTC

Nicola Palmer, Stefano Brugnolo

2 of 4 Seats

88%

Horizon

Simon Gray, Stefano Brugnolo, Mark
Cresswell

3 of 8 Seats

100%

Peacock

Nicola Palmer, Jenni Chan, Neil Krawitz 3 of 5 Seats

100%

16F

17F

18F

Christian Scott-Mackenzie,
SMA

Stefano Brugnolo, Mark Cresswell

3 of 7 Seats

100%

S4N

Christopher Ehrke, Romain Roirand

2 of 3 Seats 20

100%

19F

16

Two other investments for AEIF2 (Momentum and HB) were only acquired in December 2021 and therefore, have not been included
in this table.
17
In addition to the Alpha Trains (Luxembourg) Holdings S.à r.l. representatives, Neil Krawitz, the Arcus asset manager for Alpha Trains,
represents Arcus on the board of the main operating company, Alpha Trains Group S.à r.l.
18
This relates to Constellation Cold Logistics S.á.r.l. (the Holdco). The individual companies within the Constellation platform have their
own respective Board of Directors.
19
Arcus-appointed Board members have disproportionately higher voting rights; Arcus therefore controls the Board
20
Arcus holds 2 of 3 seats, the third one being held by the executive director appointed by Arcus
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Christopher Ehrke

Our confidential shareholders’ agreements in relation to
the private investments set out delegated authorities

given by the shareholders to the investee company
boards, which our board representatives then vote on
when required in their capacity as board members we
vote on all agenda items and resolutions. ESG factors are
standing topics on the board agenda and Arcus appointed
directors are motivated to promote stewardship and good
corporate governance as part of their fiduciary duty to
Arcus, its investors and other stakeholders. Where
matters exceed or are outside of delegations,
shareholders’ resolutions are required to approve those
matters, if acceptable.
Given the nature of unlisted investments and only
investing in private companies, it is not always appropriate
to disclose voting procedures or events voted on; matters
being voted on would be confidential as required by the
shareholders’ agreements in place with fellow
shareholders and the investee company. We report
quarterly on a private basis to our investors on material
developments and events in our investee companies
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1 of 10 Seats

100%

(including material matters considered by the board
during that quarter) as outlined in Principle 6.

Arcus holds regular investor conference calls to discuss the
investment performance incorporating the material board
decisions. Investors have access on those calls to direct
any questions they have or at any time on an ad-hoc basis,
including on how we have voted.
Where material events occur relating to Arcus’
investments that can be disclosed in the public domain,
Arcus makes announcements on its website.
Arcus does not use the services of a proxy or voting
advisers.
Arcus does not make stock for any listed security available
for stock lending.
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Term

Definition

Advisory Board

A committee consisting of representatives of Investors in AEIF1 and/or AEIF2, which will review,
inter alia, AEIF1’s or AEIF2’s investment strategy and performance and any actual or potential
conflicts of interest

AEIF1

Arcus European Infrastructure Fund 1

AEIF2

Arcus European Infrastructure Fund 2

AIFM

Alternative Investment Fund Manager

AIP

Arcus Infrastructure Partners LLP

AEIM

Arcus European Investment Manager LLP

AIS

Arcus Infrastructure Services

“Arcus” or “we”

AIP and its directly and indirectly controlled subsidiary undertakings

Asset Manager

The asset manager appointed by Arcus for each investment asset, having day to day
responsibility for the services performed by Arcus in connection with that asset

AUM

Assets Under Management

Constellation

Constellation Cold Logistics is the platform company for the AEIF2 cold chain infrastructure
strategy

Contractor

An agency worker or an independent contractor required to provide services on Arcus
premises under the instruction or supervision of an Employee or Member

E-Fiber

E-Fiber Exploitatie B.V.

Employee

An individual with a contract of employment with Arcus

ESG

Environmental, Social and Governance
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ERM

Environmental Resources Management

ESG or Sustainability Risk An environmental, social or governance event or condition which, if it occurs, could cause an
actual or a potential material negative impact on the value of an Investment
Ethics Committee

The ethics committee of Arcus as constituted from time to time pursuant to the Members’
Agreement

FCA

Financial Conduct Authority

FTE

Full time equivalent

FTTH (fibre-to-the-home) Also called “fibre to the premises" (FTTP), this is the installation and use of optical fibre from
a central point directly to individual buildings such as houses, apartment units and businesses
to provide high- speed Internet access

Funds

AEIF1, AEIF2, AEIF3 and/or AET (as relevant

GHG

Greenhouse Gas

GIIA

Global Infrastructure Investors Association

GRESB

Global Real Estate Sustainability Benchmark

GWP

Global Warming Potential

H&S

Health & Safety

HB Returnable
Transport
Solutions

HB is a leading provider of critical logistics solutions to the Dutch food and retail industry

Homes or
Households
Passed

Number of premises passed in close proximity by a network and which can be provided with
broadband connectivity

Horizon

Horizon Energy Infrastructure Limited is a UK-based smart metering asset provider

“IC”

The investment committee of Arcus as constituted from time to time pursuant to the Members’
Agreement
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IBC

GRESB Infrastructure Benchmark Committee

Investment

Any investment made by any Fund or Managed Account from time to time

Investor

An investor in AEIF1 or AEIF2 or another fund or investment vehicle managed or advised
by Arcus from time to time

LPA

Limited Partnership Agreement

“ManCo”

The Management Committee of Arcus

Managed Account

Any Arcus managed or advised investment vehicles (other than the Funds) established from
time to time to hold an Investment

Managing Partner

Any individual(s) elected to the role of managing partner or co-managing partner from time
to time in accordance with the Members’ Agreement

Momentum Energy

Momentum is an integrated clean energy investment and services platform

NBO

Non-binding Offer

OMT

Arcus internal Origination Management Team

Peacock

Peacock Group Holdings B.V. (“Peacock”), an ISO tank container leasing business based

RTIs

Returnable transport items

PRI

UN Principles of Responsible Investment

SDGs

UN Sustainable Development Goals

SMA

Smart Meter Assets, an energy efficiency infrastructure provider in the UK

SFDR

The EU Sustainable Finance Disclosure Regulation

Swiss4net Holding AG

Swiss4net Holding AG or Swiss4net is the holding entity in Switzerland that owns the two
existing brownfield networks and will develop the future networks to be rolled out

TCFD

Task Force on Climate-related Financial Disclosures

UNGC

United Nations Global Compact
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ARCUS CONFLICT OF INTEREST POLICY
Arcus has a duty to act in its Investors’ best interests and
is required to put the interests of its Investors ahead of its
own and to ensure that all Investors are treated fairly.
Members, Employees and Contractors must always act
honestly, in good faith and in a manner which is in the best
interests of Investors.
Members, Employees and Contractors must not:
•

•
•

Misuse their position within Arcus, or use
information they receive in the course of their
employment, to produce a personal benefit to
themselves, their family or friends, or any other
person or to cause detriment to Arcus;
Participate in any activity or employment which
may compete or conflict with the interests of
Investors of Arcus or Arcus itself; or
Participate in acts and/or decisions on behalf of
Arcus where dealing with an entity in which that
Member, Employee and Contractor has a
material personal interest, a role as officer or
other duty or a personal relationship with a
person who has a role with the counterparty to
the transaction being considered that may give
rise to a conflict.

Arcus will take all reasonable steps to avoid conflicts of
interest, and when they cannot be avoided, to manage,
monitor and (where applicable) disclose conflicts of
interest.

identify conflicts of interest and manage the risks deriving
thereof in a timely and effective manner.
IDENTIFYING CONFLICTS OF INTEREST
Each and every conflict of interest situation can be unique.
Arcus, its Members, Employees and Contractors need to
identify any persons or entities whose interests they must
take into account in their proposed activity and must
evaluate any potential conflict of interest that may arise.
A conflict of interest is considered to be the real or
potential conflict between the interests of two different
parties in relation to the same matter. A conflict of
interest may exist even if no unethical or improper act(s)
result but there is the potential for the appearance of
impropriety, which can undermine confidence in, or the
reputation of, Arcus. The key element of any conflict of
interest is a divergence of interests between a person or
firm and the interests of the other person or firm to whom
a duty is owed. Conflicts of interests may arise through a
fiduciary relationship, legal/statutory duties or regulatory
requirements.
Managing conflicts of interest, starts with recognizing
conflicts of interest. To determine this, one should always
start by considering:
“Could the situation lead to lack of trust or negative
impact by our investors? Do we act as promised and do
we always put the investor’s interest first?”
The following interests can be distinguished:

SCOPE

•

A conflict of interest may arise if competing professional,
personal obligations or financial interests prevent an
employee from carrying out his or her duties in a fair,
honest and transparent manner. Even if there is no clear
conflict of interest it could be perceived by an
independent person, or a member of the public, that there
could be one.

•

A conflict of interest could occur between the interests of
Arcus regulated entities; Funds; our Investors; business
partners; employees; Members/ Partners, Board or
ManCo members; and Investments and AIP as
shareholder.
A conflict of interest could impair the integrity and fairness
of the Investments Arcus delivers and the decisions taken
by staff and management. Conflicts of interest can lead to
legal, regulatory, integrity and reputational risks and could
even result in criminal prosecution, civil claims by
stakefolders or other involved parties, and
administrative/criminal sanctions being imposed by
regulators. It’s therefore essential for Arcus to be able to
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•

•

Financial interests: This is where an individual may
get direct financial benefits.
Non-financial professional interests: This is where an
individual may obtain a non-financial professional
benefit such as increasing their professional
reputation, status or promoting their professional
career.
Non-financial personal interests: This is where an
individual may benefit personally in ways which are
not directly linked to their professional career and do
not give rise to a direct financial benefit.
Indirect interests: This is where an individual has a
close association with an individual who has a
financial interest, a non-financial professional
interest or a non-financial personal interest.

At a minimum Arcus is required to identify conflicts of
interest that arise in the course of conducting business
between:
•

Arcus, its Members and Employees, Funds or
Managed Accounts and any Investor(s);
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•
•

The Funds or Managed Accounts or the Funds or
Managed Accounts Investors and another Investor of
the Funds or Managed Accounts or its Investors;
One Investor and another Investor;

together with any other matter that may be a conflict of
interest or potential conflict of interest under the terms of
a LPA.
In order to determine whether a conflict of interest is
applicable Arcus must take into account the following
factors:
•
•

•

•
•

Arcus or any of its Members, Employees or
Contractors is likely to make a financial gain, or avoid
a financial loss, at the expense of the Investor;
Arcus or any of its Members, Employees or
Contractors has an interest in the outcome of a
service provided to an Investor, or a transaction
carried out for an Investor, which is distinct from the
Investor’s interests in that outcome;
Arcus or any of its Members, Employees or
Contractors has a financial or other incentive to
favour the interests of one Investor over the interests
of another Investor;
Arcus carries out the same business activities as the
Investor; and
Arcus or any of its Members, Employees or
Contractors will receive from a person other than the
Investor an inducement related to a service provided
to the Investor in a form other than standard fees for
such service.

To identify conflicts of interest that might occur with
respect to any Investor, new Investors are screened for
potential conflicts of interests as part of the Investor
onboarding process.
Following identification of a conflict of interest, Members,
Employees and Contractors should follow the guidance set
out in this Policy. If any Members, Employees or
Contractors remain unsure how to handle/manage a
conflict of interest, they should contact the Compliance
Function.
In the event a material conflict cannot be avoided, or falls
outside the existing framework, the Compliance Function
will request an Ethics Committee meeting to consider the
issue. Any member of the Ethics Committee who is subject
to the conflict will not be able to vote on any resolution of
the conflict.
HOW TO SELF-ASSESS?
To help you assess and recognize a conflict of interest,
there are a number of questions you should ask yourself.
In case you can answer one of these the questions with
“yes”, then this is considered as a (potential) conflict of
interest. It’s a conflict of interest where a material conflict
does occur and a potential conflict, when it is a possibility:
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1. Is it in contradiction with Arcus’ Code of Conduct,
Values or any other Policies?
2. Could it lead to a breach with the Banker’s Oath?
3. Does it give you or your immediate family member a
personal/financial gain?
4. Could it have a negative impact on Arcus or its
investors?
5. Is it disproportionate considering the circumstances?
6. Is the situation arising during a negotiating period of
a new contract or are you an advisor in the contract?
7. Could acceptance lead to an advantage for yourself
and a disadvantage for Arcus?
8. Could it be confusing to distinguish your personal
activities from your professional activities?
MANAGING CONFLICTS OF INTEREST
Where a conflict of interest has been identified and cannot
be avoided Arcus will put in place effective procedures to
manage the conflict of interest to minimise the potential
risk of damage to the interests of the Investor. Such
procedures include:
•
•
•
•
•
•
•

Chinese walls and other appropriate information
protocols;
Segregation of functions;
Independent supervision;
Removal of direct remuneration incentives;
Avoiding inappropriate influence being brought to
bear in the way Investors are treated;
Operations of dual controls; and
Policies in relation to Members, Employees and
Contractors personal interests, such Personnel
section above.

If it is determined that a potential conflict of interest
cannot be managed using one of the methods set out
here, then the conflict of interest must be avoided by, for
example, declining to participate in the proposed
transaction/activity; or updating the Stop List, which
restricts the ability for Members, Employees and
Contractors to enter into personal transactions in
securities of particular companies.
The ManCo may approve arrangements to manage the
conflict for Arcus related matters and any MiFID business.
To the extent that a conflict of interest or potential conflict
of interest arises under a LPA, Arcus must also follow the
procedure set out in the relevant LPA to resolve the
matter, including, where relevant, referral to the
applicable Advisory Board. Further detail on the role of
the Advisory Boards is set out in the Corporate
Governance Manual.
POTENTIAL CONFLICTS OF INTEREST
Within Arcus there are several members who have more
positions or similar roles in other Arcus entities. Since the
entities and the funds are not competing, this is not
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considered a conflict of interest. Whenever one person
has dual or more positions in different entities, this will be
considered an examined.
Arcus associates: the allocation of opportunities applies
across all associated entities in the Arcus group, regardless
of which entity originated that opportunity.
Exits / Fund Conflicts: as the manager of a fund, we must
refer any conflicts of interest between Arcus and the fund
or its investors, to an advisory board of the investors or to
the investors, including exit of investments to other fund
investors or another entity managed by Arcus.
Co-investment:
we must allocate co-investment
opportunities in accordance with any co-investment
protocol established in the fund agreements. Such
agreements would typically allocate investments based on
a combination of timing of commitment to fund close and
quantum of commitment to the fund.
MONITORING CONFLICTS OF INTEREST
To manage potential conflicts of interests there are a few
ground rules to be followed, dependent upon the different
types of situations. These rules serve as protection of
Arcus’s reputation, the investors interest and even to
prevent circumstances that could be perceived as
corruption.
Arcus has prepared an inventory of the various conflicts of
interests which it has identified based upon the services it
provides to Investors.
The Compliance Function maintains the Stop List, personal
account trading records and the gifts and entertainment
register.
Members, Employees and Contractors should document
and retain records of the steps which they have taken in
order to identify, evaluate, manage and monitor a conflict
of interest. Members, Employees and Contractors must
cooperate with, and make available, copies of all relevant
documents to the relevant Compliance Function, General
Counsel, the Board and management as and when
required.
All records relating to conflicts of interests must be
retained for five years.
REPORTING OF OUTSIDE ACTIVITIES
Arcus encourages to engage in outside activities as these
activities could contribute in being an active member in
the community and gives the opportunity to grow and
develop. However, some activities might conflict with
Arcus’s values, purpose, or business activities. Therefore,
all outside activities need to be reported, except for
activities that are exclusively social and have no risk of any
appearance of conflict of interest.
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Always inform your manager on your outside activities.
Your manager can help you assess and is in the position to
judge on conflicting purposes. Are you also one of Arcus’s
representatives on for example social media, this should
be taken in to account as your influence on Arcus’s
reputation will have more impact.
To protect Arcus, our investors and yourself a few rules
that need to be followed:
1. Discuss the outside activity with your manager to
assess whether the activity could be potentially
conflicting with Arcus’s activities or could give
appearance of;
2. Discuss the hours to be spent to assess if you have
enough time to commit to Arcus and to wind down
from work;
3. Discuss any form of remuneration or advantages the
outside activities brings;
4. Report the outside activity;
5. Was your outside activity from the past (not older
than 12 months) and can this still be of impact on
your participation or decision-making than you
should also report the outside activity.
REPORTING OF MATERIAL INTERESTS
A ‘material interest’ means a directorship, an ownership of
an equity interest (stocks, investments income, etc.)
aggregating to 5% or more of the total equity of a firm or
corporation, or an equity interest aggregating to more
than 30% of one’s total personal investment portfolio.
As follows from the above, a conflict of interest could arise
in situations in which an Arcus employee or an immediate
family member of the employee has a material interest.
An ‘immediate family member’ means a spouse or spousal
equivalent, parent, child, brother, sister or another close
relative.
As a rule, all material interest in line with the above
definition need to be reported.
BREACHING THE RULES ON CONFLICTS OF INTEREST
Breaching the Conflicts of Interest Policy by not reporting
any of the above-mentioned situations are treated
seriously. By being transparent and open on anything that
could potentially be of harm on Arcus and its investors we
live up to our purpose.
Therefore, you will be requested to declare that you have
reported all potential conflicts on an annual basis. This will
also serve as a reminder on situations you haven’t been
aware of and gives you’re the opportunity to set things
right.
In case there are indications that potential conflicts of
interest are willingly not reported, this will be treated as
an integrity incident and will be followed-up by an Integrity
incident -investigation.
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MEMBERS AND (INDEPENDENT) BOARD MEMBERS
To avoid any semblance of conflicting situations, the
members of Arcus and (Independent) Board members
need to observe additional requirements to maintain good
governance and well-balanced decision making, regarding
Arcus and its investors interests:
1. Members and (Independent) Board members may
not hold directorships in competing institutions,
unless they are institutions that belong to the same
institutional protection scheme;
2. Accepting outside activities by one of Members and
(Independent) Board members should be discussed
and noted in writing via a formal Board meeting; The
Director Risk and Compliance together with the
General Counsel are requested to provide an advice;
3. Members and (Independent) Board members
abstain from voting on any matter where a member
has or may have a conflict of interest or where the
member’s objectivity or ability to properly fulfil duties
to the institution may be otherwise compromised;
These identified conflicts need to be documented;
4. Before engaging in a new contract partner
(professional relation) potential conflicts of interests
(directorships, affiliated immediate family members
or other close personal relationships) need to be
identified and documented on the level of Members
and (Independent) Board members;
5. Material interests (being a shareholder with a
significant interest as described in section Reporting
of Material Interests) of Members and
(Independent) Board members need to be identified
and documented;
6. In the situation where one of the Members and
(Independent) Board members has a direct (financial)
or indirect (financial) interest (via immediate family
members) when engaging with professional
relations, the independence to objective and
impartial decision-making becomes at risk. In these
circumstances, the Risk and Compliance Director
together with the General Counsel are requested to
provide advice;
7. Members and (Independent) Board members
abstain from voting on any matter where a member
has or may have a conflict of interest or where the
member’s objectivity or ability to properly fulfil duties
to the institution may be otherwise compromised.
All actual and potential conflicts of interest at
management committee or board level, individually and
collectively, should be adequately communicated to
Compliance and will be documented in the Conflicts of
Interest register.
DISCLOSURE OF CONFLICTS OF INTEREST
Where a conflict has been identified and cannot be
effectively managed with reasonable confidence to
prevent the risk of damage to the relevant Investor, Arcus
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will provide the Investor with information detailing the
general nature and/or sources of conflict of interest
before undertaking business with that Investor. Such
disclosure will be made in a durable medium.
The assessment of what disclosures are appropriate will
depend on individual facts and circumstances including:
the nature of the conflict of interest; and the level of
sophistication of the parties affected.
Any disclosure must be sufficient to allow the affected
party to make an informed assessment of the conflict
situation so they can exercise their discretion whether to
provide consent regarding Arcus’ activity or service in the
context of which the conflict of interest arises. Tools for
disclosure include:
•
•
•
•
•

Engagement or mandate letters;
Contracts and agreements;
Formal and informal correspondence;
Management Committee / Investment Committee
meetings and minutes; or
Information Memorandum, offer documents etc.

The form and content of disclosures and what constitutes
the appropriate level of consent should be discussed with
both the relevant Compliance Function and the General
Counsel.
ROLES AND RESPONSIBILITIES IN RELATION TO CONFLICT
OF INTEREST
Employees
•
•
•

Are expected to avoid (the appearance of) conflicts
of interests and act in the best interest of investors
and Arcus;
Must self-assess to see if they can be potentially
conflicted guided by means of this policy;
Are requested to declare on an annual basis that all
(potential) conflicts of interests are reported via
Compliance.

Management
•
•
•

Are expected to assess any reported potential
conflicts of their employees;
Approve reported gifts and outside interests;
Request Compliance for advice when they are in
doubt and investigate proportionate restrictive
measures in case a gift or outside interest could
potentially be conflicted.

Compliance
•
•

Provides advice to employees and management on
conflicts of interests, where appropriate suggesting
preventive measures;
Educates and raises awareness on how to identify
conflicts of interest and where to report conflicts of
interests;
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•
•

Escalates and reports any relevant issues to the
relevant Board or Management Committee in case a
conflict of interest is identified;
Monitors the operational effectiveness of this policy.

Board and Management Committee
•

May impose further measures if/when necessary;

•

Receives and reviews the reports on (potentially)
identified Conflicts of interest on a frequent basis;

•

Decides on possible additional measures to be
implemented based upon a Compliance advice.
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