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Introduction
Since the Company’s IPO in 2016, and 
with the impact that Covid-19 has had on 
escalating climate change priorities, there are 
considerable new environmental, social and 
governance (“ESG”) legislation, regulation and 
stakeholder requirements for the Company 
to consider. These changes impact not only 
the way in which the Company is run, but 
also the sectors in which it invests and the 
investments it makes, the parties it engages 
with, and how it reports to investors.  

The Company’s investment objective is to 
generate attractive risk-adjusted returns 
through regular, growing distributions and 
modest capital appreciation over the long 
term. The Company seeks to meet its 
investment objective through a diversified 
portfolio of investments which are secured 
against contracted, predictable medium to 
long term cash flows and/or physical assets.

The Company does not use ESG criteria to 
evaluate investments or assess their societal 
impact within its stated investment appetite. 
However, the Directors believe that integrating 
strong ESG principles across all aspects 
of the Company’s operations including 
the application of negative and positive 
pre-investment screening, is necessary 
in ensuring its long-term success and 
the success of sectors within which it 
operates, the businesses it invests in and 
the companies it chooses to engage with.

The Company is currently invested in 
a diversified portfolio of asset backed 
loans across sectors including social 
infrastructure, asset finance, property, 
energy and infrastructure.

In accordance with the Principles for 
Responsible Investment (the “PRIs”) that 
our Investment Manager is a signatory to, 
the Directors are developing the Company’s 
governance operating model to ensure ESG 
factors are considered by the Board to help 
guide decisions, processes and policies. 
The aim is to operate a sustainable business 
model which does not detrimentally impact 
the environment and that provides tangible 
benefits to society.

ESG and responsible investing is 
a key priority for the Directors

ENVIRONMENTAL, SOCIAL AND GOVERNANCE POLICY
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PRIs
The Company already has a strong 
governance protocol embedded into the way 
it manages its business and which is reported 
on a regular basis. The Directors intend 

to develop this protocol by incorporating 
the PRIs into its ESG framework and ensure 
alignment across the Group.

As such, the Directors have developed the 
following ESG framework, in line with the 

PRIs, to guide the processes and policies 
of the Group going forward. Each element 
of the framework is explored in more detail 
throughout the policy. 

PRI

1.DECISION MAKING 
ESG considerations are part of our 
decision making process

PRINCIPLE 1: 
We will incorporate ESG issues into 
investment analysis and decision-making 
processes.

See page 3

4.ACCEPTANCE
We will promote acceptance and 
implementation of ESG considerations 

PRINCIPLE 4: 
We will promote acceptance and 
implementation of the Principles within 
the investment industry.

See page 5

2.OWNERSHIP
Our policies and procedures include 
consideration of ESG factors 

PRINCIPLE 2: 
We will be active owners and incorporate 
ESG issues into our ownership policies 
and practices.

See page 4

5.ENHANCEMENT
We will ensure our ESG framework 
is maintained 

PRINCIPLE 5: 
We will work together to enhance 
our effectiveness in implementing 
the Principles.

See page 6

3.PARTNERSHIP
We will consider the ESG approach 
of those we chose to engage with 
and invest in 

PRINCIPLE 3: 
We will seek appropriate disclosure 
on ESG issues by the entities in which 
we invest.

See page 5

6.REPORTING
We will report on progress against 
our ESG framework 

PRINCIPLE 6: 
We will each report on our activities 
and progress towards implementing 
the Principles.

See page 6

ESG FRAMEWORK MORE INFORMATION
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ESG considerations are part of our  
decision-making process

1.DECISION MAKING

The Company:
The Company has delegated investment 
management to the Investment Manager, 
in accordance with the investment mandate.  
As such the key decisions made by the 
Board in the ordinary course of business 
relate to the Company’s strategy, the 
parties it engages with and oversight of risk 
management by key stakeholders, such as:

i. stakeholder engagement and 
conflict management; 

ii. insurance, hedging, borrowing limits;

iii. capital raising; and

iv. strategic investment objectives.

These decisions are governed by the terms 
of reference of the Board and its Committees.

The Directors are required to review the terms 
of reference on an annual basis and in doing 
so over the course of the year, will ensure that 
ESG considerations are incorporated, if not 
already included. 

Our investments: 
The Investment Manager believes that 
integrating ESG considerations into 
investment management processes and 
ownership practices can help to create more 
successful and sustainable businesses over 
the long term and generate enhanced value 
for clients, and society at large. 

The Investment Manager has a dedicated 
section of its website containing its 
Responsible Investment Policy, its annual 
reporting on ESG initiatives and relevant 
documents for each fund:  
www.graviscapital.com/
responsible‑investment

In addition, the Investment Manager has 
a dedicated fund representative for the 
Company on the Investment Manager’s 
Responsible Investment committee. This 
ensures that the Directors are kept informed 
on developments at the Investment Manager 
and that best practice can be shared across 
the different investment funds managed. 

In accordance with this policy, the Investment 
Manager takes ESG considerations into 
account in its decision making processes.
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We will include ESG issues in our  
policies and procedures 

2.OWNERSHIP

The Company: 
The policies that the Directors have 
developed are derived from the legal, 
regulatory and governance requirements the 
Company and its operations are governed, 
such as the Listing Rules, JFSC regulation 
and the AIC code in accordance with its AIC 
membership which cover areas such as:

i. conflicts of interest;

ii. board composition, tenure and 
succession; and

iii. anti-bribery and tax evasion.

A full review of the Company’s key operating 
manual and policies will be carried out 
to ensure relevant ESG requirements and 
considerations are incorporated.

Our investments: 
As a debt provider, the Company has the 
ability to effect and influence change with 
borrower companies through our involvement 
in the companies. As such, we are committed 
to using the methods and controls available 
to have an impact and promote best practice. 
The Investment Manager has put in place a 
number of policies and procedures which are 
outlined below. 

The Investment Manager is continually 
looking at new mechanisms by which the 
Company can improve the way in which it 
engages with borrowers and will use this 
framework to develop this area further.

The Investment Manager has implemented 
processes to identify investments that 
promote sustainability or benefit society, 
including, but not limited to:

 ― climate change mitigation and 
adaptation;

 ― energy transition;

 ― critical infrastructure;

 ― affordable living;

 ― social Housing;

 ― education; and

 ― healthcare. 

It excludes investments which focus 
on animal testing, armaments, alcohol 
production, pornography, tobacco, coal 
production and power and nuclear fuel 
production. 

The diversification of investments in 
the portfolio presents a challenge in 
allocating any form of quantitative 
grading against ESG criteria. As such, 
the Investment Manager will not seek 
to grade investments but will consider 
each on a case-by-case basis in regard 
to ESG matters.

The Investment Manager has 
implemented a Responsible Investment 
checklist for new investments which 
assesses how the investment fares 
against key relevant ESG criteria. 

The checklist covers the counterparty’s 
commitment and capability to effectively 
identify, monitor and manage potential 
ESG related risks and opportunities, and, 
to the extent applicable, the availability 
of relevant policies and procedures, 
alignment with industry or investment 
specific standards and ratings; and 
compliance to relevant ESG-related 
regulation and legislation.

The Company has always actively 
managed any direct or indirect conflicts of 
interest in accordance with best practice. 

Where the directors and/or shareholders 
of the Investment Manager directly or 
indirectly own an equity or other interest in 
a project, a conflict management process 
is followed. In accordance with the 
Company’s investment approval process, 
these investments are reviewed and 
approved by the Board. 

Where there is any overlap for a potential 
investment with GCP Infrastructure 
Investments Ltd, (“GCP Infra”, a third 
party company advised by the Investment 
Manager), GCP Infra has a right of first 
refusal over such investment. GCP Infra 
has not exercised this right of first refusal 
since the Company’s IPO.

DEAL SCREENING ESG DUE DILIGENCE PROCESSING CONFLICT MANAGEMENT
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The Company: 
Through engagement with the Company’s 
stakeholders and regular interaction and 
review of its service providers, the Directors 
will endeavour to promote acceptance and 
implementation of ESG considerations.

Our investments: 
As part of the wider investment community, 
we recognise the value of sharing ideas and 
continuing to develop best practice. Through 
our reporting and investor engagement, we 
will share our ideas on the implementation 
of the PRI Principles and look to utilise 
examples of best practice in the market. 
This may include participating in discussions 
with other market participants and sharing 
case studies through our annual reporting.

Visit: www.gcpassetbacked.com

We will promote acceptance and implementation 
of ESG considerations 

4.ACCEPTANCE

The Company: 
The Directors, in recognising the importance 
of a strong corporate governance culture, 
value the importance of working with 
companies with a high standard of business 
conduct.

Prior to the appointment of a service provider 
full due diligence is carried out which 
includes a summary of their approach to 
environmental and social and governance 
issues including: 

 ― relevant climate risks to the company and 
appropriate mitigants; and

 ― compliance with key reporting 
requirements, such as Modern Slavery 
statements under the Modern Slavery 
Act 2015 and reporting of Gender Pay 
Gap statistics under the Equality Act 
2010 (Gender Pay Gap Information) 
Regulations 2017.

Through the Management Engagement 
committee, an annual review of all service 
providers is carried out where it is intended 
that environmental and social issues will be 
incorporated into the process.

Our investments: 
The Investment Manager has demonstrated 
that building and maintaining strong 
relationships with investors and borrowers 
is vital to ensure the long-term success of 
the Company.

Through these relationships and appropriate 
provisions in key agreements (e.g. service 
provision agreements and loan agreements) 
the Investment Manager will seek access 
to appropriate disclosure on ESG issues, 
recognising that this approach may 
not be relevant for all sectors in which 
the Company invests. We will use this 
information to inform how ESG risks in 
the portfolio can be managed and monitor 
investments accordingly. 

Where the Company engages with third party 
providers, we will take steps to ensure that 
identified risks are appropriately managed.

We will consider the ESG approach of those 
we chose to engage with and invest in

3.PARTNERSHIP 

GCP ASSET BACKED INCOME FUND LIMITED
Annual report and financial statements
for the year ended 31 December 2020

GCP ASSET BACKED INCOME FUND LIMITED
Annual report and financial statements 2020
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SUSTAINABILITY

The Company aims to operate a 
sustainable business model which 
does not detrimentally impact the 
environment and provides benefits 
to society where possible. 
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The Company: 
The Directors recognise the need to 
continually develop and improve the 
Company’s best practice against the ESG 
framework set out in this policy and will 
do so by engaging with stakeholders 
and advisers and through their annual 
professional development obligations.

Our investments: 
Given the diversity of sectors which 
the Company invests in, the approach 
to assessing and measuring ESG risks 
will naturally need to reflect the unique 
characteristics of each investment. We 
will continue to engage with stakeholders, 
including borrowers, to seek feedback on 
ways in which we can support them to meet 
their ESG goals.

It is our aim that this policy will provide a 
framework against which the Company can 
improve on implementing ESG targets and 
provide greater transparency for investors on 
progress in this area.

PRI: Principles for Responsible Investment

Listing Rules: FCA Listing Rules

JFSC: Jersey Financial Services Commission

AIC code: Association of Investment 
Companies Code of Corporate Governance

GCP Infra: GCP Infrastructure Investments 
Limited, a third party company managed by 
the Investment Manager

TCFD: Task Force on Climate-related 
Financial Disclosures

The Company: 
To provide confidence on the Company’s 
approach and progress made on ESG 
considerations, the Directors will provide 
regular and transparent reporting to 
investors on specific ESG considerations.

The Directors intend to adopt the 
recommendations of the TCFD where 
appropriate and will make additional 
disclosures in the Company’s annual 
reports on governance, strategy, risk 
management and metrics and targets.

Our investments: 
The Investment Manager will report to 
the Directors on a regular basis on how 
investment activities have incorporated ESG, 
including where incentive mechanisms are 
used to encourage ESG activities and any new 
transactions in social or energy infrastructure.

Through quarterly reporting, the Investment 
Manager will also address any due diligence 
issues raised on new transactions through 
the Responsible Investment checklist and 
ongoing monitoring.

Visit: www.gcpassetbacked.com

We will ensure our ESG framework is maintained

5.ENHANCEMENT

We will report on our progress against our ESG framework 

6.REPORTING

GLOSSARY
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GOVERNANCE
Governance in regard to 
climate-related risks and 
opportunities.

STRATEGY
Impacts of climate-related risks 
and opportunities on the Company 
strategy.1

RISK MANAGEMENT
Risk identification, assessment 
and management. 

METRICS AND TARGETS
Metrics and targets used to 
assess and manage relevant 
climate-related risks and 
opportunities.

The Investment Manager has 
established a responsible 
investment policy and a dedicated 
responsible investment committee 
to monitor and implement ESG 
initiatives across its organisation.

It has integrated ESG 
considerations into its investment 
management processes during 
the year as it believes this creates 
a more sustainable businesses 
over the long term. Further 
information can be found on 
page 41.

The Investment Manager also 
carries out ongoing performance 
monitoring, including site visits 
(when possible) by experienced 
personnel. Detailed reports on 
asset performance are provided to 
the Board. 

The portfolio is diversified across 
a number of asset classes where 
the impact of climate change 
would vary across the portfolio. 

Environmental impact 
assessments are carried out as 
part of the due diligence process 
to identify potential transition and 
physical short, medium and long 
term impacts to costs and viability 
across service providers and 
investments. Further information 
can be found on page 41.

The Investment Manager directly 
and/or indirectly addresses 
climate-related risks and 
opportunities when evaluating 
and approving new investments. 
This includes the completion of a 
responsible investment checklist 
for each new investment. 

Ongoing due diligence is carried 
out during the life of each asset 
to identify any new risks and 
changes to existing risks. This 
includes changes to Government 
and industry legal and regulatory 
requirements and assessment, 
the impact of flooding and the 
Covid-19 pandemic.

As an externally managed 
investment company, the 
Company has no employees, 
does not own any property, and 
it does not purchase electricity, 
heat, steam or cooling for its own 
use. The Company outsources all 
services on a fee basis and, as 
such, has no reportable emissions 
to which it can measure or set 
targets against. 

During the coming year, as part of 
the development of the Company’s 
approach to ESG, the Directors 
will consider the extent to which 
appropriate portfolio metrics and 
targets can be reported on.

The Board intends to seek to adopt the recommendations of the TCFD where appropriate and has made additional disclosures this year 
in regard to climate change. The Board will seek to expand these disclosures for future years as further guidance on adoption is issued. 

SUSTAINABILITY CONTINUED

The Investment Manager directly and/or indirectly addresses climate-related 
risks and opportunities when evaluating and approving new investments. 

CLIMATE CHANGE IMPACT

INVESTMENT PROCESS

1. The Company defines short, medium and long-term risk time horizons as follows: short term: zero to three years; medium term: three to eight years; long term: more than eight years. 
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ENVIRONMENTAL IMPACT 
Green energy projects
The Group has invested in a number of green energy projects, including 
an operational CNG station. The CNG station is located in Lancashire, UK, 
within the immediate vicinity of the major customer. The site has been 
operational since March 2016 and was developed as a flagship project with 
National Grid/Cadent as the first high-pressure gas fuel station in the UK. 

As a form of transportation, CNG trucks have a significant positive 
impact on air quality and the environment, emitting c.80% less CO2 than 
diesel trucks. In total 4.5 million litres of diesel have been displaced during 
the year by vehicles fuelling at this station. The Group is actively working 
with the developer to support the project and has invested in a second 
station this year, expanding the number of fuel dispensers supported from 
two to six. 

The Company has also invested in a number of battery storage projects 
which support the deployment of renewable energy projects throughout 
the UK by providing flexible capacity and balancing services to the National 
Grid. Further information can be found on page 28. Further, the Company 
has invested in companies providing operation and maintenance services 
for rooftop solar panels, in turn contributing to increased renewable 
capacity in the UK.

MAKING A DIFFERENCE
SOCIAL IMPACT 
Societal benefits
The Company’s business model targets assets for which there is a 
structural demand within society. The Group provides benefits to society 
through its investing activities, by providing funding for assets, such as 
housing for vulnerable adults, care for the elderly and urban regeneration, 
in addition to assets that meet a structural demand for producing or 
managing energy and/or processing waste. The Group also provides 
finance for property purchases or developments which mainstream 
lenders cannot serve, for reasons other than credit quality. 

Since IPO, the Group’s investment activities have facilitated the creation 
of c.900 jobs, of which c.300 have been created at care homes, c.250 at 
urban regeneration projects, c.250 at nurseries, with the remainder 
at student accommodation schemes. 

The Group intends to continue to support borrowers that have a positive 
impact on society, as it further enhances the security of the portfolio. 
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