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1. Introduction 

This Annual Report explains the structure 
behind the investment team of the Polar 
Capital Healthcare Opportunities Fund and 
how it allows us to set about achieving our 
aim to be a responsible stakeholder across 
every element of our integrated investment 
process. It shows how we integrate ESG 
in practice as well as giving detail around 
its monitoring and reporting to ensure we 
continue in our aim of delivering a return 
on investment as well as make a positive 
contribution to society. 

2. The principles of our ESG philosophy

The Fund seeks to invest in companies 
within the healthcare and biotechnology 
investment universe that (1) improve clinical 
outcomes for patients through innovation, 
(2) improve the affordability and accessibility 
of healthcare services and (3) improve the 
efficiency of the delivery of healthcare 
services. 

• Improving clinical outcomes 
through innovation 

The investment team assesses the ability of 
the company to treat a range of different 
medical conditions. They look for companies 
that are not only treating diseases or 
conditions for which there were no prior 
cure but also where a company is finding 
a way to treat a disease or condition more 
effectively than prior treatments. 

In addition, the team includes, in its 
assessment of a company’s ability to 
contribute towards this characteristic, 
companies that are providing preventative 
treatments or medicines, rather than just 
those companies that seek to provide 
treatments for diseases or conditions that 
have already developed. 

• Improving affordability and 
accessibility 

Although, in the majority of cases worldwide, 
the Public sector’s approach to healthcare 
goes a long way to determine its affordability 
and accessibility, the investment team looks 
for companies that can provide healthcare 
to individuals in a safe, effective, quality and 
affordable way. They also look for companies 
that are introducing technologies to improve 
the healthcare system’s infrastructure and 
that, when properly utilised, can enable 

the healthcare system to provide services to 
more individuals. 

The Investment Manager also looks for 
that companies can contribute to the 
affordability of healthcare by centralized 
efforts to increase the competitiveness and 
transparency of the healthcare industry. 

• Improving the efficiency of 
healthcare delivery 

The investment team assess the ability of 
companies to drive efficiency within the 
healthcare system by reducing and managing 
the costs of healthcare, but also by their use 
of data and analytics to help use the correct 
treatment approach for patients.

3. How ESG is integrated in practice

In addition to needing to align with the 
concept of working towards the long-
term sustainability of healthcare delivery, 
we believe that companies create and 
protect shareholder value when they act 
according to generally accepted principles 
of good corporate responsibility. In doing 
so, they consider stakeholders relevant to 
their immediate business, as well society 
more broadly, with a view towards the 
sustainability of their products and services, 
and the resources, materials and labour used 
in their production and distribution. This 
encompasses a broad range of ESG issues.

Alongside financial analysis, the team 
will assess the ability of each company 
to meet one, or more, of the three social 
characteristics outlined above. 

The Investment Manager will conduct 
ongoing evaluation and monitoring of 
ESG practices, acting on any specific issues 
arising. 

4. Exclusions

At the first stage of the investment process, 
the Investment Manager carries out an 
exclusion screening process on the Fund’s 
investment universe which, in their view, 
amounts to approximately 2,000 companies 
globally. The Investment Manager first 
applies a norms-based exclusion screen to 
the Fund’s investment universe to ensure 
that potential investee companies involved 
in controversial practices from an ESG 
perspective are excluded. This involves an 
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evaluation of each company against its alignment with the United 
Nation’s Global Compact, the United Nation’s Guiding Principles on 
Business and Human Rights, the International Labour Organisation’s 
conventions and the Organisation for Economic Cooperation and 
Development’s (OECD) Guidelines for Multinational Enterprises. 
When the Investment Manager decides a company does not align 
adequately with these standards, the Investment Manager will 
exclude that company from the Fund.

The investment process implicitly excludes those companies involved 
in weapons and military equipment production, tobacco production, 
coal mining and power generation from coal-based energy sources, 
conventional and non-conventional oil and gas exploration and 
generation, other non-renewable power generation, industries that 
present a direct and major threat to biodiversity (such as deforestation 
for crop cultivation), industries involved in predatory lending activities, 
unregulated gambling companies and adult entertainment companies. 
 
5. Engagement

As an active investor, the Investment Manager regularly engages 
with companies on a wide range of topics, including ESG factors and 
those other factors related to investment fundamentals. Through its 
regular monitoring and screening actives, the Investment Manager 

identifies any issues it believes are material to a company’s alignment 
with the characteristics and ESG profile. Where they identify a 
concern – for example, a controversy which materially discredits the 
brand and reputation of an organisation, a wilful act of negligence, 
repeated breaches of labour laws, major product recalls, concerns 
over the composition of the Board or shareholder register – then the 
appropriate level of escalation is determined. 

The Investment Manager views the ultimate goal of engagement as to 
obtain sufficient information for an informed investment decision to 
be made on the company. Consequently, they engage with a company 
through meetings/calls with the company’s management, email 
communications with investor relations or company representatives 
on specific matters, company site visits, interactions with external 
industry experts or other industry participants and action through 
formal voting at any convened meeting. 

Engagement will then be factored into our overall holistic investment 
process to ensure the company can deliver returns at an acceptable 
level of risk. The Investment Manager exercises voting rights to act, 
in their belief, in the best interests of shareholder/stakeholders. This 
may mean, on occasion, diverging from recommendations provided 
to it by proxy voting advisers.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all recommendations made within 
the immediately preceding 12 months is available upon request.
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6. Voting

We take our proxy voting rights seriously.

• We aim to exercise our voting rights and will engage with the 
company on issues that are of concern.

• Where we have concerns about particular items, we will raise 
them directly with the company.

• Where we disagree with an item and have not had a 
satisfactory response from the company we are prepared to 
vote against the management recommendation.

In order to implement our voting policy, the Firm uses ISS, an industry-
leading shareholder service platform.

7. Monitoring

Each investment team at Polar Capital has autonomy in the way it 
evaluates ESG issues. As such, they use the information and data 
sources available to them to assist with their assessment including, 
but not limited to, a company’s financial reports, a company’s ESG and 
other non-financial reports, third-party ratings and data providers.

This level of investment autonomy is central to Polar Capital’s 
approach. 

Nevertheless, ESG and climate change metrics have been incorporated 
into our central monitoring and oversight of portfolio risks, alongside 
factors including liquidity, macro and behavioural analysis. Each 
strategy’s ESG characteristics are reviewed in detail every four months 
in investment oversight meetings with the lead fund managers. 

Meeting overview

Category Number Percentage

Number of votable meetings 47

Number of meetings voted 46 97.87%

Number of meetings with at least 1 vote 
Against, Withhold or Abstain 

15 31.91%

Ballot overview

Category Number Percentage

Number of votable ballots 47

Number of ballots voted 46 97.87%

Proposal overview

Category Number Percentage

Number of votable items 437

Number of items voted 433 99.08%

Number of votes FOR 404 93.30%

Number of votes AGAINST 20 4.62%

Number of votes ABSTAIN 0 0.00%

Number of votes WITHHOLD 8 1.85%

Number of votes on MSOP* 34 7.85%

Number of votes One Year 1 0.23%

Number of votes Two Years 0 0.00%

Number of votes Three Years 0 0.00%

Number of votes With Policy 416 96.07%

Number of votes Against Policy 17 3.93%

Number of votes With Mgmt 405 93.53%

Number of votes Against Mgmt 28 6.47%

Number of votes on Shareholder Proposals 5 1.15%

Voting records - 1 January 2021 - 31 December 2021
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Ballots

Meetings

0 100 200 300 400 500

Number of votable items

Number of items voted

Number of votable ballots

Number of ballots voted

Number of votable meetings

Number of meetings voted

Number of votes FOR

Number of votes AGAINST

Number of votes ABSTAIN

Number of votes WITHHOLD

Number of votes on MSOP

*MSOP (Management say on pay)

*

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all recommendations made within 
the immediately preceding 12 months is available upon request.



Polar Capital LLP 16 Palace Street, London, SW1E 5JD

polarcapitalfunds.com

5

Healthcare Opportunities Fund 
Annual ESG Report

For non-US professional investor use only

Case Study: Modivcare (MODV)

MSCI ESG Rating: AA (24/09/21)

Alignment: Improving clinical outcomes 100%

Improving affordability/access 0%

Improving efficiency 0%

ModivCare (formerly Providence Service Corporation) is a 
technology-enabled, healthcare services company which provides a 
suite of integrated supportive care solutions for public and private 
payers and their patients. The company operates under four separate 
business segments: non-emergency medical transportation (NEMT; 
about 75% of sales), personal care (some 25%), remote patient 
monitoring (RPM) and Matrix Investment. It is the nation’s largest 
manager of NEMT programs for state governments and managed 
care organisations, as well as a leading in-home personal care 
services provider in seven eastern states. The company addresses 
the social determinants of healthcare through the variety of services 
it offers to patients.

Environmental

Key consideration: Carbon emissions

The company has no target to reduce carbon emissions. 

Fund manager’s assessment: Given a substantial part of the 
business involves non-urgent patient transport, greenhouse gases 
are an area of legitimate concern. Carbon emission targets and 
policy are not visible on their website, nor are any targets to reduce 
emissions. MSCI has increased its risk exposure assessment. The 
portfolio manager engaged with Modivcare on a number of issues, 
including its carbon emissions policy, receiving satisfactory feedback 
and engagement with the issues. The company confirmed that 

while they do not currently have a carbon emissions policy, they are 
in the process of baselining their Scope 1 and 2 carbon emissions 
and plan to disclose their environmental footprint and policy in the 
coming year. The portfolio manager will monitor progress on this 
which is expected to be released in their inaugural ESG Highlights 
Reports in 2022. 

Social

Key considerations: Product safety and quality, privacy and data 
security

Third-party research flags Modivcare for a lack of disclosure for its 
product safety and quality, including supply chain and sourcing, 
manufacturing and handling, and testing. 

Fund manager’s assessment: The company does not manage 
facilities but is marked down on certification, which is at odds 
with its business model. The company confirmed through direct 
communication that they follow standards set by the Occupational 
Safety and Health Administration (OSHA) and undergo internal 
audits and external assessments to ensure compliance with these 
standards. The company aligns to Health Insurance Portability and 
Accountability Act (HIPAA), ISO 27001, and SOC 2 Type 2.

Governance

Key consideration: Corporate governance

Fund manager assessment: We note weaknesses in the company’s 
corporate governance, particularly in the Board: two directors 
received more than 10% negative votes at the 2019 AGM, 
suggesting potential shareholder dissatisfaction with their 
performance, yet Modivcare’s overall governance performance 
appears on par with global peers.

This oversight includes an assessment of each Fund’s ESG profile and 
scoring using third-party data methodology. This has been enhanced 
to include monitoring ESG-related controversies and compliance with 
global norms and conventions (such as the UN Global Compact), as 
well as a climate-related risk profile of investee companies, the analysis 
of which is the starting point for discussion in oversight meetings. 

8. ESG case studies

The following case studies show how we have reached particular 
investment decisions following fundamental analysis, both qualitative 
and quantitative, engagement with company management and 
integrated ESG research. 

 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all recommendations made within 
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Case Study: EssilorLuxottica (EL)

MSCI ESG Rating: AA (23/09/21)

Alignment: Improving clinical outcomes 60%

Improving affordability/access 0%

Improving efficiency 0%

EssilorLuxottica is one of the world’s leading makers of 
ophthalmic lenses, frames and sunglasses for both wholesale 
and retail customers. The vertically integrated company offers 
lens technology (including the Varilux and Transitions brands), 
eyewear (Ray-Ban and Oakley, among other brands), and retail 
brands (such as LensCrafters and Sunglass Hut). In all, it has more 
than 70 brands and some 10,000 retail locations. The company 
operates worldwide, but generates more than half its sales from 
North America. Essilor International merged with Luxottica, the 
world’s largest eyewear maker, in 2018 to form EssilorLuxottica, an 
innovative ophthalmology company, with its most recent offering 
including products to stop the progression of myopia in children.

Environmental

Key considerations: Raw material sourcing

The company shows no practice associated with:

• Percentage of products externally certified by agencies with 
the most stringent standards

• Percentage of products with traceable origin of raw materials

• Collaboration with suppliers to address impacts of raw 
materials

In its third quartile assessment for raw material sourcing, the 
company did not demonstrate that it uses sources for timber and 
cotton that have stringent standards designed to ensure they are 
sourced from appropriately sustainable practices. This is more likely 
a problem with disclosure than abuse but further engagement is 
needed to clarify this.

Social

Key consideration: Labour management

The company screens well on strategy, but there were reported 
issues regarding unionisation and potential workers’ rights 
violations. The MSCI controversy picked up a labour-related issue 
which the company addressed in public disclosures, but not to 
the fullest extent given confidentiality. We have received more 
positive feedback from the company, explaining their activities and 
progress related to labour management and union representation. 
All employee communications comply with US labour laws and 
common practice for US companies.

Key consideration: Chemical safety

Chemical safety strategy and programmes and initiatives screens 
in the third quartile. Our assessment concludes this low score is 
likely a disclosure-related issue given many products are designed 
and developed in a regulated industry. We also note the company’s 
comments on sustainability initiatives that are underway and we 
will continue to monitor them.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all recommendations made within 
the immediately preceding 12 months is available upon request.
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Case Study: Angle (AGL)

MSCI ESG Rating: A (23/11/21)

Alignment: Improving clinical outcomes 100%

Improving affordability/access 0%

Improving efficiency 0%

Angle Plc is a UK-based diagnostics company focused on 
developing and marketing liquid biopsy solutions and services. The 
company’s proven patent-protected platforms include an epitope-
independent circulating tumour cell (CTC) harvesting technology 
and a downstream analysis system for cost effective, highly 
multiplexed analysis of nucleic acids and proteins. Recently, the 
company received FDA approval for a cell harvesting technology 
which should improve the quality of data available from tumour 
cells circulating in the blood. As a small company, the ESG reporting 
requirements from the London Stock Exchange are less onerous. 

The company is focused on its technology being applied to liquid 
biopsy in oncology, allowing improved diagnosis of patients with 
cancer, whether it be early diagnosis or monitoring effectiveness 
of treatment.

Environmental

Key consideration: Carbon emissions

Angle is actively engaging in meeting the UN Sustainable 
Development Goals (SDGs), and produce an annual Corporate 
Responsibility Report detailing their progress. They also aim to have 
targets and a ‘measure, monitor, manage’ approach in place to 
include in the 2021 annual report.

This is a minor contributor to the Fund as the company is at its start-
up stage. Their current practices are not best in class, but they have 
committed to imposing environmental targets as they progress 
and their current and future risk exposure to carbon emissions tax 
remains low.

Social 

Key consideration: Human capital development

They have 100 employees based in Guildford (UK), Toronto (Canada) 
and Philadelphia (the US) with 3.6 stars on Glassdoor, though from 

only eight reviews. Any complaints focus on career progression, job 
uncertainty and high turnover (these are all small start-up concerns) 
– the small sample size makes this unreliable data to learn from. 

The company offers flexible working and part-time contracts 
to allow working while also caring for children. The number of 
employees grew from 87 to 102 during 2019-20, showing steady 
growth but still not large enough to create undue concerns.

There is also a share-based incentive scheme available to some 
employees (conditions were mentioned but not specified).

During a direct Q&A, the company confirmed they have a pan-
organisation working group in place, led by the CEO. 

Widening company losses may lead to a squeeze on staff if 
regulatory approval is not granted by FDA by year-end.

Governance 

ISS (Institutional Shareholder Services), our proxy voting service, did 
recommend a vote against management, likely due to a dilution of 
shareholding by a further equity issuance but here we are reading 
between the lines. 

There are no major red flags concerning Board independence, or 
entrenchment, any lack of gender diversity (though see below) due 
to market exposure nor high levels of regulation and we assess they 
are unlikely to be at risk of corruption.

The founder, an entrepreneur of MedTech start-ups is still associated 
with company.

One area they face challenges is Board diversity, on gender and 
ethnicity. Below Board level, the company gender split is male: 
female is 47:53% as of December 2020, and over 35 nationalities 
represented out of 102 employees. 

As well as having an independent chair, there is also a large 
independent Board of Directors. While they do appear to be highly 
experienced, the make-up of the Board is not diverse. Angle is aware 
they need to improve this, however there are no major governance 
flags. There is a small markdown for an ISS recommendation of a 
vote against management.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all recommendations made within 
the immediately preceding 12 months is available upon request.
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Gareth Powell

Head of Healthcare, Polar Capital

 

Date: 31/12/2021

AUM ($m): 2,138.29

Shown by: Fund Weight EVIC ($)

Fund 
Rebased Coverage

Benchmark 
Rebased Coverage

Relative 
%

Carbon Indicators

GHG Emissions (TCO2e)

Scope 1 3,701 96.5% 3,477 100.0% 6%

Scope 2 7,136 96.5% 4,422 100.0% 61%

Scope 1+2 10,837 96.5% 7,898 100.0% 37%

2. Carbon Footprint (TCO2e / USD AUM)

Scope 1+2 Footprint 5.24 96.5% 3.82 100.0% 37%

3. GHG Intensity (TCO2e / USD Revenue)

Scope 1+2 Intensity 24.23 96.5% 22.08 100.0% 10%

4. Fossil Fuels Exposure % 0% 94.2% 0.0% 99.9% -

Social Indicators

5. UNGC Violations % 0.0% 96.5% 0.6% 100.0% -

6. Female Directors % 27.8% 77.0% 31.3% 91.5% -11%

7. Controversial weapons 0.0% 94.2% 0.0% 99.9% -

Source: Polar Capital, MSCI ESG, MSCI Climate Change Metrics – reported and estimated data. 
Notes: Coverage calculated based on data type. If % data, it is rebased out of entire AuM. If absolute values, it is rebased out of the equity only coverage to exclude cash and derivatives.

Site visit with company management

The Board initiated reporting on ESG in its last annual report. They 
acknowledge they are new to this and have a long way to go as they 
are small company, listed on AIM, with limited resources. They were 
hoping to implement QCA (Quoted Companies Alliance) approach, 
but QCA have not yet finalised the approach for them to follow. 

In the meantime, they have contracted with WWG (Worldwide 
Generation) and together they will build up standards that have 
relevance and application to Angle’s business operations and 
performance. These themes will be based on UN SDG targets. 

ESG will be represented on the Board by the company’s CFO Ian 
Griffiths, with a pan-organisation working group reporting into 
him. The aim is to have targets and a ‘measure, monitor, manage’ 
approach in place for the 2021 annual report.

9. Adverse impact indicators

These are used to indicate the impact of the portfolio on the 
environment or society.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all recommendations made within 
the immediately preceding 12 months is available upon request.



Important information: This document has been prepared by Polar Capital LLP for informational purposes only for the sole use of the 
intended recipient. It does not seek to make any recommendation to buy or sell any particular security (including shares in the Fund) or to 
adapt any specific investment strategy. This document does not contain information material to an investor’s decision to invest in the Fund.

All opinions and estimates constitute the best judgment of Polar Capital as of the date hereof, but are subject to change without notice, and 
do not necessarily represent the views of Polar Capital.

Portfolio data is “as at” the date indicated and should not be relied upon as a complete or current listing of the holdings (or top holdings) of 
the fund and are subject to change. Information on particular holdings may be withheld if it is in the fund’s best interest to do so. A historic 
complete list of the portfolio holdings may be made available upon request.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. 
A list of all recommendations made within the immediately preceding 12 months is available upon request.

Some information contained herein has been obtained from third party sources and has not been independently verified by Polar Capital. 
Neither Polar Capital nor any other party involved makes any express or implied warranties or representations.

Polar Capital Funds PLC - Healthcare Opportunities Fund, is a sub-fund of Polar Capital Funds plc -which is authorised by the Central Bank of 
Ireland as an Undertaking for Collective Investment in Transferable Securities under the European Communities (Undertakings for Collective).

Factors affecting fund performance may include changes in market conditions, exposure to foreign currencies and interest rates, as well as 
other economic, political and financial developments.

Polar Capital LLP is a limited liability partnership number OC314700. It is authorised and regulated by the UK Financial Conduct Authority 
(“FCA”) and is registered as an investment advisor with the US Securities & Exchange Commission (“SEC”). A list of members is open to 
inspection at the registered office, 16 Palace Street, London, SW1E 5JD.


