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foreword

Cast your minds back to February, which feels far, far more than a mere four 
months ago. The World Economic Forum had just concluded in Davos. It had 
been, it is not difficult to argue, one of, perhaps the most, significant moments in 
the history of that enormous annual event. The agenda had been almost entirely 
dominated by climate change and with it the crucial role of sustainable finance. 
The commanders of capitalism, regardless of sector or service, had recognised 
the world had changed.

Then the world changed even more dramatically. The coronavirus crisis and its 
consequences have overshadowed everything that we have seen since. This will 
continue to be true for months to come as countries throughout the planet attempt 
to balance the competing demands of public health and public wealth, the overt 
infection rate on life itself with the covert infection rate on how we live life.

Yet, when we start to consider what the post-virus social and economic system 
should look like it will be crystal clear that the need to contain climate change and 
the necessity of seeking sustainable finance will have been significantly enhanced, 
not eroded, by the current crisis. The “new normal” will involve deeper and harder 
questions about where we make products, how we move around, where we work 
from, how we conduct that work and to what ultimate end that work is a means.

This is a challenge and an opportunity for the private equity sector internationally. It 
is a challenge in that it will have to become the instrument of fundamental change. 
It is an opportunity in that its record illustrates that it has the capacity to implement 
fundamental change when an imperative.

The strategic issue here is surely settled. Private equity must be at the forefront of 
green finance and sustainable finance. The tactical dilemma is how to do this at the 
scale and at the speed demanded.

It is for this reason that I am so pleased to commend the set of principles and 
practice, developed by Guernsey’s sustainable finance initiative: Guernsey Green 
Finance, set out here in this report. It has the enormous asset of simplicity. It is the 
most straightforward and succinct “how to do it” manual. It can be a blueprint 
to GPs and LPs alike. It applies to all funds irrespective of their size. Private 
equity needs to think anew in the light of the crisis. This document is 
the right place to start.

Tim Hames, Director General, British Private Equity and Venture 
Capital Association (BVCA), 2013-2019. 
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Introduction

As a leading centre of sustainable finance and as Europe’s leading specialist 
centre for servicing private equity we felt well positioned to develop a set of green 
principles to provide straightforward guidance to private equity practitioners. We 
did so over the course of many months with the support of a group of committed 
professionals in the sector. We hope they will be of value in our collective fight 
against climate change.

Dr Andy Sloan, Guernsey Green Finance.

These principles provide a pragmatic and proportionate guide to best practice.

They are structured as a two-pillar framework: firstly process, comprised of 
governance, culture and transparency; and secondly portfolio, covering risk 
assessment, assets, taxonomy, measurement, and reporting.

These principles are largely written from the perspective of the GP, primarily with 
a portfolio of majority owned direct investments, to help influence their investment 
process and policy as the stakeholder with the greatest degree of control over 
investments and the day-to-day operations.

LPs and other relevant internal stakeholders may also identify with certain 
action points, and can also implement them into their everyday processes, 
where possible.

They are clearly voluntary – we have no desire to create more bureaucracy and 
burden. But they are created on the basis that firms and professionals will use them 
in good faith to guide and pivot their practices toward the goal of sustainability 
and fighting climate change.



8

Pillar one: process

Governance

Principle 

We will embed consideration of climate change risks within our business strategy 
and policies, and ensure that these risks, together with the objective of climate 
change mitigation, become fully incorporated into our investment process; and that 
these considerations are clearly registered and recognised as a Board responsibility.

Success criteria  
The Board ensures that the risks and impact of the portfolio on climate change 
mitigation is regularly reported against predetermined criteria, following 
international taxonomies.

The recommendations of the TCFD will guide and inform our approach.

We will complete an annual integrated assessment model (IAM) in the form of a 
SWOT (strengths, weaknesses, opportunities, threats) analysis, with focus placed 
on the economic opportunities and threats resulting from the climate emergency.

We will regularly consult and report to investors to ascertain their views on 
investments made into green products and services.

For firms already operating, with functioning investments, the Board reassesses 
the investment strategy that has been employed thus far and reconsiders it with 
respect to the climate emergency, and these principles.

The Board regularly reviews and considers climate change risks and their impact 
on the portfolio and investment strategy.

The Board ensures that climate change risks are given proper consideration 
at every stage of an investment’s lifecycle, from the raising of funds and due 
diligence, through to the investment, holding period and later exit process. 
The Board will oversee this process, at every stage.

The Board and GP are open to ‘active-ownership’, when LPs/investors are 
attempting to forward investments that have a substantially positive impact 
on mitigation of the climate crisis.
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Culture

Principle 

We will embed into our thinking and culture a continuous consideration for the 
climate, and embed climate change as an inherent part of our investment process. 
We will safeguard our investment processes by pivoting our investment portfolio to 
align with the goal of setting and achieving climate change mitigation targets.

Success criteria  
We aim to foster an intra-firm culture of continuous awareness and understanding 
of the environment, and the effect our respective investment activities have on it.

We adopt corporate and communication policies to embed concerns with climate 
change risks and for the achievement of climate change mitigation goals within 
the firm.

We develop programmes to educate staff, stakeholders and investee companies 
on climate change risks, the importance of climate change mitigation through 
sustainable investments, and the carbon footprint of our investments.

We prioritise investments that have a positive impact towards climate change 
mitigation goals.

We endeavour to use green financial instruments – including green bonds, 
asset backed securities, investment funds and insurance – to align our 
investment processes to concerns with climate change risks and the 
goal of climate change mitigation. 
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Transparency

Principle 

We will openly disclose and report the results of our consideration of climate 
change risk, and the impact of our investments on climate change mitigation goals, 
in alignment with internationally accepted green standards (e.g. EU Taxonomy 
or PRI principles).

Success criteria  
We will publish the success rate of our investments, with regards to assisting the 
mitigation of climate change, by releasing the results of our carbon footprint as 
measured through the carbon accounting process (as outlined in Measurement).

We will calculate and publish the net carbon content of our investments, including 
their contribution to climate change mitigation goals as per the EU Taxonomy 
or PRI principles.

We will report fully against internationally-recognised standards on transparency 
(e.g. EU Taxonomy or PRI principles).

We will spell out the potential risks and consequences of failing to act on climate 
change to investors using clear, unambiguous yet objective language.

We clarify the impact risks and rewards, and so opportunities and threats, 
that come with investing into green products and services. Furthermore, 
we will inform investors and stakeholders of the risks and rewards at every 
relevant decision-making stage.

The Board will aim to foster a culture of reporting findings and outcomes to the 
relevant stakeholders regarding the success of climate mitigation achievement.
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Pillar TWO: 
PORTFOLIO

Risk Assessment

Principle 

We will incorporate consideration of climate-related risks into our assessment 
and monitoring of the entire portfolio, and at every stage of a respective 
investment’s lifecycle.

Success criteria  
We will incorporate consideration of climate-related risks at every stage of 
a fund’s lifecycle:

Fundraising: the LP must enquire with the GP’s responsible investment 
approach. In addition, all relevant stakeholders must be made aware, 
when possible, of the impact of climate-related investments and the 
risks in attempting to raise funds from investors with a track-record 
of making green investments.

Screening: we will screen deals against an intra-firm ESG criteria to 
identify any inconsistencies with the mitigation of climate change, and 
so pre-emptively assure investors that all investments made have been 
‘green-screened’. In addition, the criteria for the screen, as set out either 
by the GP, will embed climate mitigation at its core.

Fund terms: we will include responsible investing into the stated 
‘fund terms’, solidifying the GP’s commitment to addressing the 
climate emergency. This will be outlined in the Limited 
Partnership Agreement.

Due diligence: we will incorporate consideration of the climate-
emergency, and so the environmental impact of our investments and 
prospective investments, into our due diligence process. The aim is to 
achieve equal weighting between conventional financial concerns and 
climate-related risks, regarding financial return as “first among equals”.
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Investment agreement: during investment decision-making with the 
portfolio firm, we will outline the climate-mitigating objective of investments, 
clearly articulating said objective in a candid and forthright manner.

Investing: we will aim for all investments to be climate mitigating, and if 
this is not possible, then we will at least make sure that they do not pose 
a serious threat to the climate (e.g. we will absolutely not invest in pure 
fossil-fuel based business enterprises).

Holding: during the course of our investment, we will monitor the climatic 
impact of our investments and engage actively with management of the 
investments to improve them where necessary.

Reporting: regular dialogue on responsible investment throughout the 
lifecycle of a fund will strengthen the relationship between the GP and LP 
and will assist in the managing of reputational risk.

Exit: where possible we will aim to divest products and services that are 
not green or sustainable and place a great deal of importance on divesting 
projects that pose a serious threat to the climate.

We have a robust risk management system in place that includes regular risk 
assessments and contingency planning specifically with consideration of climate 
change risks.

Our board and senior management hold ultimate responsibility for overseeing risk 
management, and ensuring risks considered include climate-related risks.

We communicate with independent bodies, possibly third-party service providers, 
to attain a truly non-biased view of both our achievements and failures.

We collaborate with research institutes/think tanks to fully grasp where climate risks 
are posing the greatest threat, to correctly assess how they can be best mitigated 
through investment activities.
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Assets

Principle 

We will seek to maximise our impact on climate change mitigation goals by ensuring 
new investment flows into assets that contribute to climate change mitigation or, at 
the very least, ensure no serious threat is posed to the climate. We will seek over 
time to ensure this holds at the portfolio level and will review and report progress 
made on an annual basis.

Success criteria  
Priority given to investing in products and services that contribute to climate 
change mitigation goals.

We endeavour to never invest in businesses which have their core activities 
directly involved in the sourcing or discovering of fossil fuels and other 
non-renewable forms of energy.

We will seek to optimise financial return with marginal dollar contribution to 
climate change mitigation goals.

We will divest ourselves of assets negatively contributing to climate change 
over time and replace those with a positive contribution to ensure, at a minimum, 
net neutral impact, with the goal of transitioning to entirely positive investments, 
in impact terms, at the portfolio level.

We are alert to new climate change mitigation investment opportunities and 
commit resources to researching them.

We will track the fund and investments over the full lifecycle, from the conception 
and the raising of funds, through to managing investment and finally divestiture 
and closing, to ensure consideration of climate change risks at every stage.

We will collaborate with portfolio firm to create an internal green and sustainable 
guide, to confirm the climate mitigating objectives behind investment decisions.

We aim to categorise investments into “green investments” and “brown 
investments”, with the aim of increasing the percentage of green relative 
to brown over time.
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Classifications and Taxonomies

Principle 
We will identify and classify our assets in accordance with an 
internationally-accepted methodology (EU and PRI taxonomies).

Success criteria  
We will carefully identify and then assess a set of standards that we think 
are achievable.

We will outline a plan for a following chosen period (month, quarter, year, etc) 
and define specific targets and goals to be met, to ensure achievement of the 
chosen standard.

We remain fully understanding of the chosen methodology’s expectations, 
and of the specific standards that are necessary to do so.

We remain dedicated to achieving the targets, and within an outlined and 
established time frame.

We outline targets, intra-firm, so that we can monitor our continued success 
rate against the chosen methodology. This will promote our continued 
alignment with the choice of classification/taxonomy.
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Measurement

Principle 

We will routinely assess the performance of investments and compare them 
against a chosen set of international green and sustainability standards (EU and 
PRI taxonomies) to ensure that we maximise our contribution to climate change 
mitigation goals.

Success criteria  
We will calculate and report emissions accounting using carbon footprints on an 
annual basis, as in line with the internationally-recognised notion of the “carbon 
budget”, which quantifies the acceptable amount of carbon footprint that our 
investments can release before exhausting the 2°C global warming limit. We will 
calculate our CO2 output annually, and progressively use it as a benchmark to 
assess the fluctuation of carbon-output over time.

Using an IAM, we will peg our annual fluctuation in financial return, whether it be 
an increase or decrease, to the respective change in our carbon footprint for the 
same year. We will use this data to inform our investment decision-making 
moving forward.

We will calculate and optimise financial return with marginal dollar contribution 
to climate change mitigation goals.

We will also gauge the performance of investments by considering some/all the 
following:

• the timescale of returns, and so the peaks and troughs associated with 
a respective investment over the course of its lifecycle;

• the depth of its environmental impact; and

• the number of absolute and potential beneficiaries from the project.

We will adopt or develop a simple scoring framework to breakdown our analysis 
of investment performance.

We regularly monitor how our projects fare against our selected standard 
(EU or PRI Taxonomy).

We readily flag up poorly performing investments, that are poor both 
in terms of climate mitigation and financial return, then adjust our strategy 
to encourage change.
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Reporting

Principle 
We will feedback to investors the contribution to climate change mitigation goals 
that our investments are making, together with the financial and non-financial risks 
of our investments, and how well said investments are complying with international 
standards (EU and PRI taxonomies).

Success criteria  
We have active communication channels with investors and stakeholders.

We regularly and openly disclose both climate and non-climate related information 
to investors, and other stakeholders, that is relevant, specific and accurate.

We report to investors in accordance with applicable rules, regulations and codes.

We will report our IAM annually, placing both financial and environmental 
achievements on an equal weighting of importance, regarding financial 
return as “first among equals”.

We aim to categorise investments into “green investments” and “brown 
investments”, and in turn increase the percentage of green relative to brown.

We will calculate and report the carbon footprint of our investments and their 
contribution to our overall achievement of climate change mitigation goals.
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ESG: 
Environmental, Social and Governance

GP: 
General Partner

IAM: 
Integrated Assessment Model

LP: 
Limited Partner

LPA: 
Limited Partnership Agreement

PRI: 
Principles for Responsible Investment

SWOT Analysis: 
Strengths, Weaknesses, Opportunities and Threats Analysis

GLOSSARY
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Guernsey
Green finance

Guernsey Green Finance

Guernsey Green Finance brings together Guernsey’s finance and public sectors to 
drive the development of green and sustainable finance in Guernsey and support 
the global fight against the climate change.

Guernsey is a specialist centre for many areas of financial services, and particularly 
in the servicing of private wealth and alternative investment assets such as private 
equity, infrastructure and debt.

As a responsible global citizen, Guernsey contributes its expertise and experience 
as a global finance centre to the fulfilment of the UN’s Sustainable Development 
Goals. Guernsey Green Finance is a member of the United Nations’ Financial 
Centres of Sustainability network, a UN Environment Programme initiative, and 
Guernsey’s regulator, the Guernsey Financial Services Commission, is a member 
of the Network for Greening the Financial System.

In 2018, Guernsey launched the Guernsey Green Fund – the world’s first 
regulated green investment fund product.

By investing in a Guernsey Green Fund, investors can be assured that their 
investments have a positive environmental impact on the planet and are 
being monitored against internationally-recognised criteria.

Guernsey Green Fund accreditation can be secured as follows: 

Establish a Guernsey fund, choosing from 
any of the island’s existing regimes.

Demonstrate compliance with the 
Guernsey Green Fund Rules.

Provide assurance that the fund is run 
in accordance with green criteria.

F I NANCEF I NANCE
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weareguernsey.com

Guernsey Finance, PO Box 655, St Peter Port, Guernsey, GY1 3PN

+44(0) 1481 720 071 info@weareguernsey.com
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is recycled material, with the remaining 30% 
from a ‘controlled/sustainable’ wood forest


