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Sustainability-related Disclosures 

 
Transparency of the promotion of environmental or social characteristics in accordance with Article 

10(1) of Regulation (EU) 2019/2088 

 

Issued by Capital Four AIFM A/S 

(“Capital Four”) 
 

 
This statement has been prepared for the purpose of meeting the disclosure requirements in Article 
10(1) of Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 
2019 on sustainability-related disclosures in the financial services sector (the “SFDR”).  
 
In accordance with Article 10(1) of the SFDR, the statement provides information in relation to the 
financial products which are subject to Article 8 of the SFDR. The statement is not intended as a 
substitute for the more detailed information contained in pre-contractual disclosures of the respective 
financial products.  
 

# Product name  

Sustainability-related Disclosures  

 
1 Capital Four’s Multi-

Asset Credit Strategy 
(applicable to 
financial products in 
the strategy that 
promotes 
environmental 
characteristics)  

 
(a) ‘Summary’;  
 
The financial product promotes environmental characteristics by committing 
that the financial product will be invested such that the weighted average 
carbon intensity (“WACI”) of the portfolio is minimum 15 or 20 percent (as 
specified in the pre-contractual disclosures of the financial product) lower 
than the WACI of the designated ESG Benchmark (as defined below). The 
commitment is continuous throughout the life of the financial product and 
adherence to the commitment is measured on a continuous basis. 
 

Additionally, the financial product takes into account principal adverse impacts 
on sustainability factors as part of the investment process and will evaluate 
principal adverse sustainability impacts (“PASI”) indicator data and PASI data 
availability at issuer / investee company, industry and portfolio level. The 
financial product defines sustainability factors as environmental, social, 
governance and employee matters, as well as respect for human rights, anti-
corruption and anti-bribery matters.  

The ESG Benchmark has been designated for the purpose of attaining the 
environmental characteristics of the financial product. 

 
(b) ‘No sustainable investment objective’; 



 
 

 
The financial product promotes environmental or social characteristics but 
does not have as its objective sustainable investments.   
 
(c) ‘Environmental or social characteristics of the financial product’;  
 
The financial product promotes environmental characteristics. 
 
The financial product promotes environmental characteristics as the 
financial product will be invested such that the WACI of the portfolio is 
minimum 15 or 20 percent (as specified in the pre-contractual disclosures of 
the financial product) lower than the WACI of the designated ESG 
Benchmark. This is referred to as the “WACI Performance Threshold”.  
 
As a result of the WACI Performance Threshold, if the WACI of the ESG 
Benchmark goes down such that the WACI of the portfolio breaches the 
WACI Performance Threshold, then the WACI of the portfolio has to be 
reduced. Accordingly, if the WACI of the ESG Benchmark goes up, the WACI 
of the portfolio can increase accordingly.  Note that the carbon intensity of 
individual investments within the portfolio may be higher than the WACI of 
the ESG Benchmark provided that the WACI Performance Threshold is met at 
portfolio level.  
 

The ESG benchmark for the financial product is as specified in the pre-
contractual disclosures of the financial product (the “ESG Benchmark”). 

 
(d) ‘Investment strategy’;  
 
The WACI Performance Threshold is binding on the investment strategy for the 
financial product on a continuous basis. Capital Four calculates the WACI of 
the ESG Benchmark and the WACI of the portfolio of the financial product on a 
daily basis to facilitate compliance with the WACI Performance Threshold. 

Capital Four assesses good governance of issuers / investee companies at 
two levels: 

a) minimum standards are applied for all investments based on 
global standards for responsible conduct. These standards 
are based on UN Guiding Principles on Business and Human 
Rights, and OECD Guidelines for Multinational Enterprises 
which stipulates the basis for and are operationalized within 
the UN Global Compact’s ten principles; and 

b) applying a governance score using in-house proprietary data 
with a combination of external third-party data, to assess good 
governance practices such as with respect to sound 
management structures, employee relations, remuneration of 
staff and tax compliance. 



 
 

 
(e) ‘Proportion of investments’;  
 
All investments in the financial product are used to promote the environmental 
characteristics of the financial product.  

All investments will be assessed in accordance with the Capital Four internal 
selection criteria for acceptable levels of carbon intensity in accordance with 
the WACI Performance Threshold.  At any given time, the carbon intensity of 
individual investments within the portfolio may be higher than the WACI of the 
ESG Benchmark provided that the WACI Performance Threshold is met at 
portfolio level.   

 
(f) ‘Monitoring of environmental or social characteristics’;  
 
Tracking against the WACI Performance Threshold is the sustainability 
indicator for the financial product. To track the WACI Performance Threshold, 
the WACI of the portfolio is measured against the WACI of the ESG Benchmark 
on a continuous basis and is monitored through daily compliance controls 
against the WACI Performance Threshold. 

 

(g) ‘Methodologies’;  
 
Applying the CF Carbon Data Methodology, available upon reasonable request, 
Capital Four assigns greenhouse gas emission (“GHG”) data and carbon 
intensity (“CI”) data for each holding in the portfolio and for each constituent in 
the ESG Benchmark. Based on this data Capital Four calculates the WACI for 
the portfolio and for the ESG Benchmark respectively. To track WACI 
performance the portfolio WACI is measured against the WACI of the ESG 
Benchmark. 
The CF Scope 3 GHG Methodology sets out the methodology to determine 
when GHG Scope 3 data will be included in the assessment of WACI with 
respect to the ESG Benchmark and the portfolio of the financial product.  
 
(h) ‘Data sources and processing’;  
 

(a) As described in the CF Carbon Data Methodology, Capital Four’s 
approach to sourcing GHG data and CI data at issuer / investee 
company and benchmark constituent level is based on a systematic 
data waterfall logic. Capital Four firstly utilises GHG data and CI 
information that is disclosed directly by the issuer / investee 
company. Secondly, if no such information is available directly from 
the issuer / investee company, Capital Four relies on the data that is 
available from third-party ESG data providers. If there is no available 
information at issuer / investee company level, Capital Four applies 
an industry average to the respective issuer / investee company. 
Industry average data is supplied by S&P (or equivalent) using the 
GICS (Global Industry Classification System). 



 
 

 
The WACI of each of the portfolio and the ESG Benchmark is 
calculated as specified in section (g) above and adherence to the 
WACI Performance Threshold is determined accordingly. 

 
(b) All investments in the financial product are stamped with CI data in 

Capital Four’s enterprise data management (“EDM”) system in 
accordance with the approach described in sub-section (a) above.  

 
(c) Compliance rules in the EDM mean that the WACI Performance 

Threshold of the financial product is assessed daily.  
 

(d) Sub-section (a) above describes Capital Four’s approach to 
collecting GHG data and CI data and how data is estimated. GHG 
data and CI data is time stamped, labelled and tracked according to 
disclosure level based on (i) full disclosure, (ii) partial disclosure, (iii) 
modelled and (iv) industry average. Accordingly, the proportion of 
estimated data for the financial product can be identified at any 
given time.  

 
(i) ‘Limitations to methodologies and data’;  
 
In Capital Four’s investment universe GHG data and CI data availability varies 
significantly. Many issuers / investee companies are private companies and/or 
small cap companies which currently are not subject to any regulatory 
requirements to publish non-financial data.  
 
Capital Four’s approach to dealing with such data limitations is to use 
‘fallback’ data in terms of using industry average data for issuers / investee 
companies where there is no direct or third-party data available (as described 
in section (h) above) until disclosure of such data becomes available. The CF 
Carbon Data Methodology sets this out in detail.  
 
(j) ‘Due diligence’;  
 
Assets in the financial product is scored in accordance with Capital Four’s 
ESG scoring model which includes assessment of GHG emission and issuer 
/ investee company governance model and is subject to daily compliance 
controls. Assets are subject to Capital Four’s standard due diligence process 
as described in its Responsible Investment Policy (https://capital-
four.com/documents/capital-four-responsible-investment-policy). GHG data 
and CI data is reconciled on a regular basis to identify and investigate 
outliers.  
 
(k) ‘Engagement policies’;  
 
Direct engagement with the issuers / investee companies is not a 
fundamental part of the environmental strategy of the financial product. 
When relevant, Capital Four engages directly with issuers / investee 
companies in accordance with the Capital Four Engagement Policy 



 
 

(https://www.capital-four.com/documents/capital-four-engagement-policy). 
Focus of such engagement can be the environmental characteristics 
promoted by the financial product. 
 
(l) where an index is designated as a reference benchmark to attain the 
environmental or social characteristics promoted by the financial product, 
‘Designated reference benchmark’. 
 
The ESG Benchmark has been designated for the purpose of attaining the 
environmental characteristics promoted by the financial product. The CF ESG 
Benchmark Methodology sets out the methodology for how the ESG 
Benchmark has been determined for the financial product. 
Capital Four calculates the WACI of the ESG Benchmark and the WACI of the 
portfolio of the financial product on a daily basis to track the WACI 
Performance Threshold and to ensure the ESG Benchmark and the investment 
strategy are continuously aligned with the environmental characteristic of the 
financial product.  

The CF Carbon Data Methodology sets out the methodology for (a) measuring 
the CI of investments in the portfolio and of constituents in the ESG 
Benchmark and (b) calculating the WACI of the ESG Benchmark for the 
financial product and the WACI of the financial product. 

 
 

2 Capital Four’s Senior 
Loan Strategy 
(applicable to 
financial products in 
the strategy that 
promotes 
environmental 
characteristics) 

 
(a) ‘Summary’;  

 
The financial product promotes environmental characteristics by committing 
that the financial product will be invested such that the weighted average 
carbon intensity (“WACI”) of the portfolio is minimum 10 percent (as 
specified in the pre-contractual disclosures of the financial product) lower 
than the WACI of the designated ESG Benchmark (as defined below). The 
commitment is continuous throughout the life of the financial product and 
adherence to the commitment is measured on a continuous basis. 
 

Additionally, the financial product takes into account principal adverse impacts 
on sustainability factors as part of the investment process and will evaluate 
principal adverse sustainability impacts (“PASI”) indicator data and PASI data 
availability at issuer / investee company, industry and portfolio level. The 
financial product defines sustainability factors as environmental, social, 
governance and employee matters, as well as respect for human rights, anti-
corruption and anti-bribery matters.  

The ESG Benchmark has been designated for the purpose of attaining the 
environmental characteristics of the financial product. 

 
(b) ‘No sustainable investment objective’; 
 



 
 

The financial product promotes environmental or social characteristics but 
does not have as its objective sustainable investments.   
 
(c) ‘Environmental or social characteristics of the financial product’;  
 
The financial product promotes environmental characteristics. 
 
The financial product promotes environmental characteristics as the 
financial product will be invested such that the WACI of the portfolio is 
minimum 10 percent (as specified in the pre-contractual disclosures of the 
financial product) lower than the WACI of the designated ESG Benchmark. 
This is referred to as the “WACI Performance Threshold”.  
 
As a result of the WACI Performance Threshold, if the WACI of the ESG 
Benchmark goes down such that the WACI of the portfolio breaches the 
WACI Performance Threshold, then the WACI of the portfolio has to be 
reduced. Accordingly, if the WACI of the ESG Benchmark goes up, the WACI 
of the portfolio can increase accordingly.  Note that the carbon intensity of 
individual investments within the portfolio may be higher than the WACI of 
the ESG Benchmark provided that the WACI Performance Threshold is met at 
portfolio level.  
 

The ESG benchmark for the financial product is as specified in the pre-
contractual disclosures of the financial product (the “ESG Benchmark”). 

 
(d) ‘Investment strategy’;  
 
The WACI Performance Threshold is binding on the investment strategy for the 
financial product on a continuous basis. Capital Four calculates the WACI of 
the ESG Benchmark and the WACI of the portfolio of the financial product on a 
daily basis to facilitate compliance with the WACI Performance Threshold. 

Capital Four assesses good governance of issuers / investee companies at 
two levels: 

a) minimum standards are applied for all investments based on 
global standards for responsible conduct. These standards 
are based on UN Guiding Principles on Business and Human 
Rights, and OECD Guidelines for Multinational Enterprises 
which stipulates the basis for and are operationalized within 
the UN Global Compact’s ten principles; and 

b) applying a governance score using in-house proprietary data 
with a combination of external third-party data, to assess good 
governance practices such as with respect to sound 
management structures, employee relations, remuneration of 
staff and tax compliance. 

(e) ‘Proportion of investments’;  



 
 

 
All investments in the financial product are used to promote the environmental 
characteristics of the financial product.  

All investments will be assessed in accordance with the Capital Four internal 
selection criteria for acceptable levels of carbon intensity in accordance with 
the WACI Performance Threshold.  At any given time, the carbon intensity of 
individual investments within the portfolio may be higher than the WACI of the 
ESG Benchmark provided that the WACI Performance Threshold is met at 
portfolio level.   

 
(f) ‘Monitoring of environmental or social characteristics’;  
 
Tracking against the WACI Performance Threshold is the sustainability 
indicator for the financial product. To track the WACI Performance Threshold, 
the WACI of the portfolio is measured against the WACI of the ESG Benchmark 
on a continuous basis and is monitored through daily compliance controls 
against the WACI Performance Threshold. 

 
(g) ‘Methodologies’;  
 
Applying the CF Carbon Data Methodology, available upon reasonable request, 
Capital Four assigns greenhouse gas emission (“GHG”) data and carbon 
intensity (“CI”) data for each holding in the portfolio and for each constituent in 
the ESG Benchmark. Based on this data Capital Four calculates the WACI for 
the portfolio and for the ESG Benchmark respectively. To track WACI 
performance the portfolio WACI is measured against the WACI of the ESG 
Benchmark. 
 
The CF Scope 3 GHG Methodology sets out the methodology to determine 
when GHG Scope 3 data will be included in the assessment of WACI with 
respect to the ESG Benchmark and the portfolio of the financial product.  
 
(h) ‘Data sources and processing’;  
 

(a) As described in the CF Carbon Data Methodology, Capital Four’s 
approach to sourcing GHG data and CI data at issuer / investee 
company and benchmark constituent level is based on a 
systematic data waterfall logic. Capital Four firstly utilises GHG 
data and CI information that is disclosed directly by the issuer / 
investee company. Secondly, if no such information is available 
directly from the issuer / investee company, Capital Four relies 
on the data that is available from third-party ESG data providers. 
If there is no available information at issuer / investee company 
level, Capital Four applies an industry average to the respective 
issuer / investee company. Industry average data is supplied by 
S&P (or equivalent) using the GICS (Global Industry 
Classification System). 

 



 
 

The WACI of each of the portfolio and the ESG Benchmark is 
calculated as specified in section (g) above and adherence to the 
WACI Performance Threshold is determined accordingly. 

 
(b) All investments in the financial product are stamped with CI data 

in Capital Four’s enterprise data management (“EDM”) system in 
accordance with the approach described in sub-section (a) 
above.  

  
(c) Compliance rules in the EDM mean that the WACI Performance 

Threshold of the financial product is assessed daily.  
 
(d) Sub-section (a) above describes Capital Four’s approach to 

collecting GHG data and CI data and how data is estimated. GHG 
data and CI data is time stamped, labelled and tracked according 
to disclosure level based on (i) full disclosure, (ii) partial 
disclosure, (iii) modelled and (iv) industry average. Accordingly, 
the proportion of estimated data for the financial product can be 
identified at any given time.  

 
(i) ‘Limitations to methodologies and data’;  
 
In Capital Four’s investment universe GHG data and CI data availability varies 
significantly. Many issuers / investee companies are private companies and/or 
small cap companies which currently are not subject to any regulatory 
requirements to publish non-financial data.  
 
Capital Four’s approach to dealing with such data limitations is to use 
‘fallback’ data in terms of using industry average data for issuers / investee 
companies where there is no direct or third-party data available (as described 
in section (h) above) until disclosure of such data becomes available. The CF 
Carbon Data Methodology sets this out in detail.  
 
(j) ‘Due diligence’;  
 
Assets in the financial product is scored in accordance with Capital Four’s 
ESG scoring model which includes assessment of GHG emission and issuer 
/ investee company governance model and is subject to daily compliance 
controls. Assets are subject to Capital Four’s standard due diligence process 
as described in its Responsible Investment Policy (https://capital-
four.com/documents/capital-four-responsible-investment-policy). GHG data 
and CI data is reconciled on a regular basis to identify and investigate 
outliers.  
 
(k) ‘Engagement policies’;  
 
Direct engagement with the issuers / investee companies is not a 
fundamental part of the environmental strategy of the financial product. 
When relevant, Capital Four engages directly with issuers / investee 
companies in accordance with the Capital Four Engagement Policy 



 
 

(https://www.capital-four.com/documents/capital-four-engagement-policy). 
Focus of such engagement can be the environmental characteristics 
promoted by the financial product. 
 
(l) where an index is designated as a reference benchmark to attain the 
environmental or social characteristics promoted by the financial product, 
‘Designated reference benchmark’. 
 
The ESG Benchmark has been designated for the purpose of attaining the 
environmental characteristics promoted by the financial product. The CF ESG 
Benchmark Methodology sets out the methodology for how the ESG 
Benchmark has been determined for the financial product. 
Capital Four calculates the WACI of the ESG Benchmark and the WACI of the 
portfolio of the financial product on a daily basis to track the WACI 
Performance Threshold and to ensure the ESG Benchmark and the investment 
strategy are continuously aligned with the environmental characteristic of the 
financial product.  

The CF Carbon Data Methodology sets out the methodology for (a) measuring 
the CI of investments in the portfolio and of constituents in the ESG 
Benchmark and (b) calculating the WACI of the ESG Benchmark for the 
financial product and the WACI of the financial product. 

 

3 Capital Four’s High 
Yield Bonds Strategy 
(applicable to 
financial products in 
the strategy that 
promotes 
environmental 
characteristics) 

 
(a) ‘Summary’;  
 
The financial product promotes environmental characteristics by committing 
that the financial product will be invested such that the weighted average 
carbon intensity (“WACI”) of the portfolio is minimum 15 percent (as 
specified in the pre-contractual disclosures of the financial product) lower 
than the WACI of the designated ESG Benchmark (as defined below). The 
commitment is continuous throughout the life of the financial product and 
adherence to the commitment is measured on a continuous basis. 
 

Additionally, the financial product takes into account principal adverse impacts 
on sustainability factors as part of the investment process and will evaluate 
principal adverse sustainability impacts (“PASI”) indicator data and PASI data 
availability at issuer / investee company, industry and portfolio level. The 
financial product defines sustainability factors as environmental, social, 
governance and employee matters, as well as respect for human rights, anti-
corruption and anti-bribery matters.  

The ESG Benchmark has been designated for the purpose of attaining the 
environmental characteristics of the financial product. 

 
(b) ‘No sustainable investment objective’; 
 
The financial product promotes environmental or social characteristics but 
does not have as its objective sustainable investments.  



 
 

 
(c) ‘Environmental or social characteristics of the financial product’;  
 
The financial product promotes environmental characteristics. 
 
The financial product promotes environmental characteristics as the 
financial product will be invested such that the WACI of the portfolio is 
minimum 15 percent (as specified in the pre-contractual disclosures of the 
financial product) lower than the WACI of the designated ESG Benchmark. 
This is referred to as the “WACI Performance Threshold”.  
 
As a result of the WACI Performance Threshold, if the WACI of the ESG 
Benchmark goes down such that the WACI of the portfolio breaches the 
WACI Performance Threshold, then the WACI of the portfolio has to be 
reduced. Accordingly, if the WACI of the ESG Benchmark goes up, the WACI 
of the portfolio can increase accordingly.  Note that the carbon intensity of 
individual investments within the portfolio may be higher than the WACI of 
the ESG Benchmark provided that the WACI Performance Threshold is met at 
portfolio level.  
 

The ESG benchmark for the financial product is as specified in the pre-
contractual disclosures of the financial product (the “ESG Benchmark”). 

 
(d) ‘Investment strategy’;  
 
The WACI Performance Threshold is binding on the investment strategy for the 
financial product on a continuous basis. Capital Four calculates the WACI of 
the ESG Benchmark and the WACI of the portfolio of the financial product on a 
daily basis to facilitate compliance with the WACI Performance Threshold. 

Capital Four assesses good governance of issuers / investee companies at 
two levels: 

a) minimum standards are applied for all investments based on 
global standards for responsible conduct. These standards 
are based on UN Guiding Principles on Business and Human 
Rights, and OECD Guidelines for Multinational Enterprises 
which stipulates the basis for and are operationalized within 
the UN Global Compact’s ten principles; and 

b) applying a governance score using in-house proprietary data 
with a combination of external third-party data, to assess good 
governance practices such as with respect to sound 
management structures, employee relations, remuneration of 
staff and tax compliance. 

(e) ‘Proportion of investments’;  
 



 
 

All investments in the financial product are used to promote the environmental 
characteristics of the financial product.  

All investments will be assessed in accordance with the Capital Four internal 
selection criteria for acceptable levels of carbon intensity in accordance with 
the WACI Performance Threshold.  At any given time, the carbon intensity of 
individual investments within the portfolio may be higher than the WACI of the 
ESG Benchmark provided that the WACI Performance Threshold is met at 
portfolio level.   

 
(f) ‘Monitoring of environmental or social characteristics’;  
 
Tracking against the WACI Performance Threshold is the sustainability 
indicator for the financial product. To track the WACI Performance Threshold, 
the WACI of the portfolio is measured against the WACI of the ESG Benchmark 
on a continuous basis and is monitored through daily compliance controls 
against the WACI Performance Threshold.  

 
(g) ‘Methodologies’;  
 
Applying the CF Carbon Data Methodology, available upon reasonable request, 
Capital Four assigns greenhouse gas emission (“GHG”) data and carbon 
intensity (“CI”) data for each holding in the portfolio and for each constituent in 
the ESG Benchmark. Based on this data Capital Four calculates the WACI for 
the portfolio and for the ESG Benchmark respectively. To track WACI 
performance the portfolio WACI is measured against the WACI of the ESG 
Benchmark. 
 
The CF Scope 3 GHG Methodology sets out the methodology to determine 
when GHG Scope 3 data will be included in the assessment of WACI with 
respect to the ESG Benchmark and the portfolio of the financial product.  
 
(h) ‘Data sources and processing’;  
 

(a) As described in the CF Carbon Data Methodology, Capital Four’s 
approach to sourcing GHG data and CI data at issuer / investee 
company and benchmark constituent level is based on a systematic 
data waterfall logic. Capital Four firstly utilises GHG data and CI 
information that is disclosed directly by the issuer / investee 
company. Secondly, if no such information is available directly from 
the issuer / investee company, Capital Four relies on the data that is 
available from third-party ESG data providers. If there is no available 
information at issuer / investee company level, Capital Four applies 
an industry average to the respective issuer / investee company. 
Industry average data is supplied by S&P (or equivalent) using the 
GICS (Global Industry Classification System). 

 



 
 

The WACI of each of the portfolio and the ESG Benchmark is 
calculated as specified in section (g) above and adherence to the 
WACI Performance Threshold is determined accordingly. 

 
(b) All investments in the financial product are stamped with CI data in 

Capital Four’s enterprise data management (“EDM”) system in 
accordance with the approach described in sub-section (a) above.  
 

(c)  Compliance rules in the EDM mean that the WACI Performance 
Threshold of the financial product is assessed daily.  
 

(d) Sub-section (a) above describes Capital Four’s approach to 
collecting GHG data and CI data and how data is estimated. GHG 
data and CI data is time stamped, labelled and tracked according to 
disclosure level based on (i) full disclosure, (ii) partial disclosure, (iii) 
modelled and (iv) industry average. Accordingly, the proportion of 
estimated data for the financial product can be identified at any 
given time.  

 
(i) ‘Limitations to methodologies and data’;  
 
In Capital Four’s investment universe GHG data and CI data availability varies 
significantly. Many issuers / investee companies are private companies and/or 
small cap companies which currently are not subject to any regulatory 
requirements to publish non-financial data.  
 
Capital Four’s approach to dealing with such data limitations is to use 
‘fallback’ data in terms of using industry average data for issuers / investee 
companies where there is no direct or third-party data available (as described 
in section (h) above) until disclosure of such data becomes available. The CF 
Carbon Data Methodology sets this out in detail.  
 
(j) ‘Due diligence’;  
 
Assets in the financial product is scored in accordance with Capital Four’s 
ESG scoring model which includes assessment of GHG emission and issuer 
/ investee company governance model and is subject to daily compliance 
controls. Assets are subject to Capital Four’s standard due diligence process 
as described in its Responsible Investment Policy (https://capital-
four.com/documents/capital-four-responsible-investment-policy). GHG data 
and CI data is reconciled on a regular basis to identify and investigate 
outliers.  
 
(k) ‘Engagement policies’;  
 
Direct engagement with the issuers / investee companies is not a 
fundamental part of the environmental strategy of the financial product. 
When relevant, Capital Four engages directly with issuers / investee 
companies in accordance with the Capital Four Engagement Policy 
(https://www.capital-four.com/documents/capital-four-engagement-policy). 



 
 

Focus of such engagement can be the environmental characteristics 
promoted by the financial product. 
 
(l) where an index is designated as a reference benchmark to attain the 
environmental or social characteristics promoted by the financial product, 
‘Designated reference benchmark’. 
 
The ESG Benchmark has been designated for the purpose of attaining the 
environmental characteristics promoted by the financial product. The CF ESG 
Benchmark Methodology sets out the methodology for how the ESG 
Benchmark has been determined for the financial product. 
Capital Four calculates the WACI of the ESG Benchmark and the WACI of the 
portfolio of the financial product on a daily basis to track the WACI 
Performance Threshold and to ensure the ESG Benchmark and the investment 
strategy are continuously aligned with the environmental characteristic of the 
financial product.  

The CF Carbon Data Methodology sets out the methodology for (a) measuring 
the CI of investments in the portfolio and of constituents in the ESG 
Benchmark and (b) calculating the WACI of the ESG Benchmark for the 
financial product and the WACI of the financial product. 

 

4 Capital Four’s Private 
Debt Strategy 
(applicable to 
financial products in 
the strategy that 
promotes 
environmental and/or 
social 
characteristics) 

(a) ‘Summary’;  

The financial product promotes environmental and/or social characteristics 
by committing that a certain percentage of the Private Debt Loans made by 
the financial product are Sustainability-Linked Loans (as defined in section 
(c) below) by ensuring they include at least one environmental or social key 
performance indicator. The commitment is continuous throughout the life of 
the financial product  and adherence to the commitment is measured on a 
continuous basis. Note that investments may be made in Private Debt Loans 
that do not qualify as Sustainability-Linked Loans provided that the Yearly 
Sustainability-Linked Loan Percentage (as defined in section (c) below) is 
met at the financial product  / portfolio level. 
 
Where “Private Debt Loan” means loans or other forms of debt or debt-like 
instruments, typically but not exclusively related to directly originated and 
bilateral instruments, and designated in good faith by Capital Four as private 
debt or direct lending assets in accordance with the investment strategy and 
market standards, including, for the avoidance of doubt, Capital Four’s 
commercial involvement in originating the asset, irrespective of whether 
contractually directly originated by the Fund or acquired on a secondary 
basis. 
 
Additionally, the financial product takes into account principal adverse impacts 
on sustainability factors as part of the investment process and will evaluate 
principal adverse sustainability impacts (“PASI”) indicator data and PASI data 
availability at borrower, industry and portfolio level. The financial product 
defines sustainability factors as environmental, social, governance and 



 
 

employee matters, as well as respect for human rights, anti-corruption and 
anti-bribery matters. The financial product does not use a benchmark to 
assess its environmental or social performance but uses the Yearly 
Sustainability-Linked Loan Percentage as a sustainability indicator to assess 
such performance of its underlying investments. 

(b) ‘No sustainable investment objective’; 
 
The financial product promotes environmental or social characteristics, but 
does not have as its objective sustainable investment.   
 
(c) ‘Environmental or social characteristics of the financial product’;  
 
The financial product promotes environmental and / or social characteristics 
as a certain percentage of the Private Debt Loans made by the financial 
product will include at least one environmental or social key performance 
indicator (a “Sustainability-Linked KPI”). Each Private Debt Loan that includes 
a Sustainability-Linked KPI (a “Sustainability-Linked Loan” or “SLL”) will 
include an economic impact to the financial characteristic of the Private Debt 
Loan where such impact is linked to the sustainability performance target 
(“SPT”) of the Sustainability-Linked KPI.  

The financial product will be invested such that the percentage of Private Debt 
Loans which qualify as Sustainability-Linked Loans, during any given year, will 
be at or above the “Yearly Sustainability-Linked Loan Percentage” which is the 
applicable percentage set for each year in the investment period and each year 
in the term period of the financial product as disclosed in the pre-contractual 
disclosures for the financial product. 

In addition to Private Debt Loans, for the purpose of liquidity management, the 
financial product is allowed to have a certain exposure to investments that are 
not Private Debt Loans (broadly syndicated liquid European loans or bonds) 
and the financial product will at times hold cash, as set out in the pre-
contractual disclosure of the financial product. 

(d) ‘Investment strategy’;  
 
The Yearly Sustainability-Linked Loan Percentage is binding on the 
investment strategy for the financial product on a continuous basis. The 
Private Debt Loans in the portfolio are constructed based on Capital Four’s 
assessment of whether each private debt investment qualifies as a 
Sustainability-Linked Loan and therefore facilitates compliance with the 
Yearly Sustainability-Linked Loan Percentage.  
 
The following minimum environmental and social safeguards are applied to all 
assets in the financial product: 

(i) all investee companies in which the relevant portfolio is 
directly invested, must be scored according to the Capital Four 



 
 

ESG scoring model as defined in the Capital Four Responsible 
Investment Policy; and  

(ii) all assets must comply with the requirements set out in the 
Capital Four Responsible Investment Policy 
(https://www.capital-four.com/documents/capital-four-
responsible-investment-policy). 

Capital Four assesses good governance of borrowers at two levels: 

(iii) minimum standards are applied for all investments based on 
global standards for responsible conduct. These standards are 
based on UN Guiding Principles on Business and Human Rights, 
and OECD Guidelines for Multinational Enterprises which 
stipulates the basis for and are operationalized within the UN 
Global Compact’s ten principles; and 

(iv) applying a governance score using in-house proprietary data 
with a combination of external third-party data, to assess good 
governance practices such as with respect to sound 
management structures, employee relations, remuneration of 
staff and tax compliance. 

(e) ‘Proportion of investments’;  
 
The Private Debt Loans in the financial product which are Sustainability-
Linked Loans (as described under point (c) above) are used to promote the 
environmental and/or social characteristics of the financial product.  
 
The minimum proportion of Private Debt Loans which will be Sustainability-
Linked Loans for each year of the financial product (i.e. the Yearly 
Sustainability-linked Loan Percentage) is as set out in the pre-contractual 
disclosure of the financial product.  
 
The percentage of Private Debt Loans which are Sustainability-Linked Loans will 
be measured on a continuous basis and monitored against the Yearly 
Sustainability-Linked Loan Percentage as set out in the pre-contractual 
disclosure of the financial product. 

 
With reference to all investments in the financial product, the pre-contractual 
disclosures of the financial product sets out the minimum expected proportion 
of Sustainability-Linked Loans in the financial product against all investments 
in the financial product. 

The remaining proportion of investments are private debt assets which do 
not qualify as Sustainability-Linked Loans and therefore do not count 
towards the Yearly Sustainability-Linked Loan Percentage and other assets in 
which the financial product is allowed to invest into, as set out in  the pre-
contractual disclosures for the financial product.  
 

https://www.capital-four.com/documents/capital-four-responsible-investment-policy
https://www.capital-four.com/documents/capital-four-responsible-investment-policy


 
 

(f) ‘Monitoring of environmental or social characteristics’;  
 
The Yearly Sustainability-Linked Loan Percentage is the sustainability 
indicator for the financial product and the percentage of Private Debt Loans 
which are Sustainability-Linked Loans will be measured on a continuous 
basis and monitored through daily compliance controls against the Yearly 
Sustainability-Linked Loan Percentage.  
 
(g) ‘Methodologies’;  
 
Capital Four applies the CF Private Debt Sustainability-Linked Loan 
Methodology, available upon reasonable request, in order to determine 
whether a Private Debt Loan qualifies as a Sustainability-Linked Loan, as set 
out in section (c) above, and therefore counts towards the Yearly 
Sustainability-Linked Loan Percentage. When assessing Sustainability-Linked 
KPIs, Capital Four ensures that each KPI addresses relevant, material and 
measurable environmental and / or social sustainability issues relevant to the 
borrower by setting KPIs within the Capital Four’s ESG scoring framework, the 
Principal Adverse Sustainability Indicators on sustainability factors as per the 
borrower’s own materiality assessment.  

Prior to investment, where KPIs are determined before a loan is entered into, 
Capital Four reviews the relevant terms of the loan in order to determine if it 
meets the requirements for a Sustainability-Linked Loan. If KPIs are expected 
to be agreed within the first 12 months following investment, Capital Four 
reviews the loan documentation to ensure that it reflects the borrower’s 
commitment to agree at least one Sustainability-Linked KPI on agreed terms 
and within set deadline. Once the KPI is agreed, Capital Four reviews the terms 
of the loan in order to determine if it meets the requirements for a 
Sustainability-Linked Loan. 

For each Sustainability-Linked KPI, Capital Four will set ambitious and 
meaningful SPTs for the borrower in good faith applying the methodology 
defined in the CF Private Debt Sustainability-Linked Loan Methodology.  

 
(h) ‘Data sources and processing’;  
 

(a) Capital Four relies on internal data (i.e. classifying loans as SLLs or 
not and calculates the percentage of the financial product that 
attains the environmental and / or social characteristics based on 
that classification) to determine if a Private Debt Loan is a 
Sustainability-Linked Loan. The proportion of Sustainability-Linked 
Loans in the financial product is calculated as specified in section 
(g) above and adherence to the Yearly Sustainability-Linked Loan 
Percentage is determined accordingly. 

(b) Private Debt Loans are categorised in Capital Four’s enterprise data 
management (“EDM”) system as either a ‘Sustainability-Linked Loan’ 
or ‘Not a Sustainability-Linked Loan’. No Private Debt Loan can be 
entered into the EDM without being categorised.  



 
 

(c) Compliance rules in the EDM mean that the proportion of 
Sustainability-Linked Loans in the financial product is assessed daily.  

(d) No data is estimated. 

  
(i) ‘Limitations to methodologies and data’;  

 
The methodology to determine if a KPI is an environmental or social 
KPI and the procedures for setting SPTs is proprietary  as there is no 
market standard or official recognised standard that can be applied 
in this regard.  Capital Four has therefore developed the CF Private 
Debt Sustainability-Linked Loan Methodology which sets out the 
procedure to facilitate the setting of ambitious and meaningful SPTs 
for the borrower.  Please refer to the pre-contractual disclosures for 
the financial product for further information.  
 

(j) ‘Due diligence’;  
 
In addition to reliance on available public and third-party information, Capital 
Four engages directly with the borrower and owner of each Private Debt Loan 
to set the KPIs and SPTs in line with Capital Four’s Private Debt 
Sustainability-Linked Loan Methodology. This is in addition to the standard 
due diligence processes that Capital Four carries out. All set KPIs and SPTs 
are subject to internal controls and depending on the type/category of KPIs 
(and related SPTs) may also be subject to external controls or verification.  
 
(k) ‘Engagement policies’;  
 
Capital Four engages directly with the borrower and owner of each Private 
Debt Loan when the KPIs and SPTs are set but also, when relevant, 
throughout the duration of the loan in relation to the performance of the 
SPTs.  Any breach of the Yearly Sustainability-linked Loan Percentage will 
result in investment committee review of the financial product, including 
identification of additional engagement efforts with relevant borrowers 
required to facilitate re-alignment with the Yearly Sustainability-linked Loan 
Percentage whilst ensuring the best possible economic outcome for 
investors. 
 
Capital Four engages in accordance with its Engagement Policy 
(https://www.capital-four.com/documents/capital-four-engagement-policy). 
 
(l) ‘Designated reference benchmark’. 
 
No index has been designated as a reference benchmark for the purpose of 
measuring the attainment of the environmental characteristics promoted by the 
financial product. 
 

 

 



 
 

Further Information 
This Disclosure Statement is issued for information purposes only and is subject to change without 
notice. 
 
This Disclosure Statement is not intended as investment advice and is not an offer or a 
recommendation about managing or investing assets and should not be used as the basis for any 
investment decision. 
 
Past performance is not a guarantee or a reliable indicator of future results and an investment could 
lose value. 
 
 


