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(“SFDR”) 

 

Brooklands Fund Management summary notes on SFDR 

 

What is the SFDR? 

The SFDR are EU regulations in relation to disclosures which are required to be made detailing the approach adopted 
by Firms to Environmental, Social and Governance (“ESG”) issues.  

What is ESG? 

ESG criteria are of standards for a Firm’s operations in relation to social consciousness. Environmental criteria consider 
the Firm’s effect on the natural environment and processes it has in place to protect natural sustainability. Social 
criteria cover how Firm’s manage their relationships with employees, counterparties and the communities in which it 
operates in relation to sustainability. Governance criteria assess a Firm’s leadership, ownership and infrastructure 
including the relationship between leadership remuneration and sustainability. 

When do the SFDR come into force? 

Firms must comply with the SFDR by 10th March 2021. 

Does the SFDR apply to UK Financial Services Firms?  

SFDR applies to UK financial services firms such as asset managers, investment advisors and marketers of financial 
products in relation to services provided to clients domiciled in the EU. 

SFDR also applies to UK asset managers utilising the AIFMD national private placement rules (“NPPR”) in marketing 
funds under management within the EU. In this instance SFDR only applies to managers’ in relation to Funds marketed 
under NPPR and not to Funds which are marketed under reverse solicitation rules or where there is no marketing 
activity in the EU. 

What are the requirements or the SFDR? 

The disclosure requirements in relation to non-EU managers marketing funds under NPPR vary dependent upon 
whether these Funds employ an ESG strategy. 

Where the Fund does not employ an ESG strategy the AIFMD disclosures contained in the offering documentation 
needs to include details on how sustainability risks feature in the investment decision making process and the 
manager’s projections on how the inclusion of sustainability risks will effect the anticipated performance of the Fund. 
Where the manager determines that there are no sustainability risks in relation to the Fund it must disclose on the 
rationale behind this conclusion. 

Where the Fund does employ an ESG strategy, the Fund will have additional disclosure requirements to those noted 
above. The Fund must detail how environmental and social criteria have been met in order for the Fund to be 
determined as ESG eligible. Managers of ESG strategy Funds will also be required to disclose information related to 
the Fund’s ESG strategy and how the criteria have been met on their website. Additional requirements will also be 
coming into force in January 2022 and January 2023. It is recommended that managers of Funds which employ an ESG 
strategy seek detailed advice from a compliance consultant in order to comply with SFDR. 

What are Sustainability Risks? 

The SFDR defines sustainability risks as ESG related events which could have an actual or potential negative effect on 
the value of the assets of the Fund. ESG events are circumstances triggered by ESG issues. 


