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The first edition of this Financed Emissions Standard (November 
2020) has been reviewed by the GHG Protocol and is in conformance 
with the requirements set forth in the Corporate Value Chain (Scope 
3) Accounting and Reporting Standard, for Category 15 investment 
activities. The Built on GHG Protocol mark was subsequently granted 
to the following six asset classes: Listed Equity and Corporate Bonds, 

Business Loans and Unlisted Equity, Project Finance, Commercial Real Estate, Mortgages, and Motor 
Vehicle Loans. As the GHG Protocol has since closed its Built on GHG Protocol review service, the 
additions to the second edition of the Financed Emissions Standard (December 2023), as well as all new 
methodologies and guidance introduced in the December 2025 edition, have not yet been reviewed by the 
GHG Protocol.  
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Executive Summary  
The Partnership for Carbon Accounting Financials (PCAF) is an industry-led initiative created in 2015 to 
harmonize greenhouse gas (GHG) accounting and reporting across the financial sector. PCAF enables 
financial institutions to measure and disclose the greenhouse gas emissions associated with their financial 
activities through GHG accounting. 

 

[ŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚШƖĲƓƖĲƚĲŰƣШƣőĲШũċƖŊĲƚƣШƚőċƖĲШŸŉШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚќШĦũŔůċƣĲШŔůƓċĦƣЮШ~ĲċƚƨƖŔŰŊШƣőĲƚĲШ
emissions is the foundation for effective risk management, disclosure, and informed decision making. By 
ċƓƓũǃŔŰŊШÂ9 [ќƚШůĲƣőŸĬŸũŸŊŔĲƚЯШŉŔŰċŰĦŔċũШŔŰƚƣŔtutions can improve transparency, comparability, and data 
quality, supporting robust risk assessment and alignment with leading disclosure frameworks.  

 

Responding to industry demand for a standardized GHG accounting approach, PCAF developed the Global 
GHG Accounting and Reporting Standard for the Financial Industry in 2020, covering six asset classes. This 
third edition builds on previous versions and introduces updates, including: 

¶ Four new methodologies for use of proceeds structures, securitizations and structured products, 
sub-sovereign debt, and an optional IFRS reporting of undrawn loans. 

¶ Updates and improvements to the second version of the Standard. 

¶ Two new reporting recommendations т a fluctuation analysis and inflation adjustment т developed in 
response to feedback on the Inventory Fluctuation discussion paper (2024). 

 

With these additions, this latest version of the Financed Emissions Standard assists in the measurement 
and disclosure of GHG emissions associated with ten asset classes: 

 
 

This third edition of the Financed Emissions Standard equips financial institutions with robust, 
standardized methodologies to measure and disclose financed emissions across an expanded set of asset 
classes. By applying these methods, institutions can assess their exposure to emissions-related financial 
risks in alignment with leading disclosure frameworks, establish measurable baselines to inform internal 
targets and risk management practices, report consistently to stakeholders using transparent and 
comparable data, and integrate emissions insights into portfolio analysis and strategic decision-making. 
Together, these capabilities strengthen transparency, comparability, and accountability across the 
financial sector, supporting informed action toward managing climate-related risks and opportunities. 
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7 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

1. Introduction  
 

THE ROLE OF THE FINANCIAL SECTOR  

The financial sector plays a critical role in strengthening transparency and accountability in how 
greenhouse gas (GHG) emissions are measured and reported across portfolios. Reliable emissions data 
helps financial institutions better understand their exposure to emissions-related risks and dependencies 
within their lending, investment, underwriting, and re/insurance activities. 

 

The GHG emissions of financial activities (scope 3 category 15) are the largest portion of financial 
ŔŰƚƣŔƣƨƣŔŸŰƚќШŸƻĲƖċũũШĲůŔƚƚŔŸŰƚЮШ~ĲċƚƨƖŔŰŊШƣőĲƚĲШĲůŔƚƚŔŸŰƚШƓƖŸƻŔĬĲƚШċШŉŸƨŰĬċƣŔŸŰШŉŸƖШƖŔƚťШċƚƚĲƚƚůĲŰƣЯШ
disclosure, and performance tracking. Through standardized methodologies, financial institutions can 
identify highest emitters in their portfolios, improve reporting accuracy, and integrate these insights into 
decision-making and portfolio management. This approach fosters informed dialogue between financial 
institutions, regulators, and stakeholders, strengthens market confidence, and promotes consistent, data-
driven strategies for managing emissions across the financial industry.  

 

THE ROLE AND HISTORY OF PCAF  

Prior to the establishment of the Partnership for Carbon Accounting Financials (PCAF), financial 
institutions relied on varied approaches and accounting methodologies to measure financed emissions 
and used different reporting metrics, which led to inconsisƣĲŰƣШċƚƚĲƚƚůĲŰƣƚШŸŉШƣőĲШŔŰĬƨƚƣƖǃќƚШĦũŔůċƣĲШ
impact. This lack of standardization hampered transparency, comparability, and accountability across the 
financial sector.  

 

PCAF was established to harmonize greenhouse gas (GHG) accounting and disclosure across the financial 
sector. It provides standardized methodologies that enable financial institutions to assess the GHG 
emissions associated with their loans, investments, (re)insurance underwriting, and other financial 
products and services. Founded in 2015 by Dutch financial institutions, PCAF expanded to North America 
in 2018 and scaled globally in 2019.2  Today, this industry-led initiative has grown to include more than 670 
financial institutions worldwide (as of November 2025),3 all committed to measuring and disclosing the 
GHG emissions of their portfolios. PCAF fosters collaboration among financial institutions to improve GHG 
methodologies for the financial sector, building a community focused on shared knowledge and action. 

 

PCAF is led by the Board of Directors which consists of Justine Bolton (FirstRand Limited), Dinesh Dulal 
(NMB Bank), Ivan Frishberg (Amalgamated Bank), Prajña Khanna (Nasper-Prosus Group), Tjeerd 
Krumpelman (former ABN AMRO), James Niven (Global Alliance for Banking on Values), Peter Sandahl 
(Nordea Group), and Alison Vipond (former Lloyds Banking Group).  

 

Responding to industry demand for a global, standardized GHG accounting and reporting approach, PCAF 
developed the Global GHG Accounting and Reporting Standard for the Financial Industry in November 

 
2 More information about PCAF is found at: https://carbonaccountingfinancials.com/ 
3 A full list of PCAF participants is found at: https://carbonaccountingfinancials.com/financial-institutions-taking-action#overview-of-institutions 
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2020. This first edition provided detailed methodological guidance to measure and disclose GHG 
emissions associated with six asset classes: listed equity and corporate bonds, business loans and 
unlisted equity, project finance, commercial real estate, mortgages, and motor vehicle loans. 

 

Since then, financial institutions called for additional methods to cover other financial activities. In 
response, PCAF began work on three parts under the umbrella of the Global GHG Accounting and 
Reporting Standard for the Financial Industry: 

¶ Part A: development of a standard for measuring and reporting the GHG emissions associated to 
ũŸċŰƚШċŰĬШŔŰƻĲƚƣůĲŰƣƚШыљ[ŔŰċŰĦĲĬШEůŔƚƚŔŸŰƚШÉƣċŰĬċƖĬШт first-, second-, and third-ĲĬŔƣŔŸŰњь 

¶ Part B: development of a standard for measuring and reporting the GHG emissions associated to the 
ĦċƓŔƣċũШůċƖťĲƣШŉċĦŔũŔƣċƣŔŸŰШċĦƣŔƻŔƣŔĲƚШыљ[ċĦŔũŔƣċƣĲĬШEůŔƚƚŔŸŰƚШÉƣċŰĬċƖĬњь 

¶ Part C: development of a standard for measuring and reporting the GHG emissions associated to 
ƖĲоŔŰƚƨƖċŰĦĲШƨŰĬĲƖƽƖŔƣŔŰŊШыљfŰƚƨƖċŰĦĲ-Associated Emissions Standard т first-, and second-editionњь 

 

 
 

This document updates the second Financed Emissions Standard published in 2023, and includes:  

¶ New methodologies for use of proceeds structures, securitization and structured products, sub-
sovereign debt, and an optional IFRS reporting of undrawn loans. 

¶ Updates and improvements to the second version of the Standard. 

¶ Two new reporting recommendationsуa fluctuation analysis and inflation adjustmentуin response 
to feedback on the Inventory Fluctuation discussion paper. 

 

The first edition of this Financed Emissions Standard (November 2020) has been reviewed by the GHG 
Protocol and is in conformance with the requirements set forth in the Corporate Value Chain (Scope 3) 
Accounting and Reporting Standard, for Category 15 investment activities. As the GHG Protocol has closed 
its Built on GHG Protocol review service, the additions to the second edition of the Financed Emissions 
Standard (December 2023), as well as all new methodologies and guidance introduced in the December 
2025 version, have not been reviewed by the GHG Protocol.  
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THE ROLE OF GHG EMISSIONS ACCOUNTING IN REPORTING, RISK MANAGEMENT, 
AND FINANCIAL DECISION-MAKING 

Measuring financed emissions is essential for financial institutions seeking to enhance the accuracy and 
consistency of their emissions reporting. Transparent measurement and disclosures provide valuable 
insights into the emissions associated with lending and investment activities, enabling institutions and 
stakeholders to better understand portfolio exposure and improve data-driven decision-making. 

 

Financed emissions data provide valuable insights for identifying and managing emissions-related financial 
risks and opportunities. For example, this data can be used to assess the resilience of portfolios under 
various policy or market scenarios that can influence the financial performance of certain sectors or 
activities. This understanding supports the development of robust risk management strategies and helps 
institutions identify areas for innovation and operational improvement. Financial institutions use this data 
to evaluate progress toward internal objectives and to strengthen transparency in reporting to 
stakeholders. 

 

STANDARDIZING GHG ACCOUNTING FOR FINANCIAL INSTITUTIONS  

This document is the third edition of the Global GHG Accounting and Reporting Standard for the Financial 
fŰĬƨƚƣƖǃШыƣőĲШљ[ŔŰċŰĦĲĬШEůŔƚƚŔŸŰШÉƣċŰĬċƖĬњьЮШfƣƚШƓƨƖƓŸƚĲШŔƚШƣŸШƓƖŸƻŔĬĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШƽŔƣőШ
transparent, harmonized methodologies to measure and report the emissions they finance through loans 
and investments, in conformance with the requirements of the GHG Protocol Corporate Value Chain 
(Scope 3) Accounting and Reporting Standard.  

 

The PCAF Standard is governed by the PCAF Global Core Team, whose goal is to harmonize GHG 
accounting and reporting. The Core Team comprises a diverse group representing all regions and types of 
Â9 [ШƚŔŊŰċƣŸƖŔĲƚЯШƖĲŉũĲĦƣŔŰŊШÂ9 [ќƚШŊũŸĤċũШƖĲċĦőЮШ 

 

The first PCAF Global Core Team began its work in October 2019 by selecting a set of asset classes typical 
for financial institutions globally, including listed equity and corporate bonds, business loans and unlisted 
equity, project finance, mortgages, and motor vehicle loans. These asset classes formed the basis of the 
first edition of the Standard. In 2021, the second Core Team expanded the asset classes covered by the 
Standard to include sovereign debt and guidance on emission removals. In 2024, the current Core Team 
continued by developing additional asset class methods and guidance, now included in this Standard. As 
the Financed Emissions Standard and PCAF evolve, additional asset classes will be added. The third 
version of the Financed Emissions Standard covers the following asset classes: 
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Asset class definitions are provided in Chapter 5; Figure 5-1 illustrates how to select the appropriate 
methodology. 

 

PCAF developed these new methods through robust stakeholder engagement and feedback. From 
February 2024 through November 2025, PCAF engaged with multiple stakeholders to consider their ideas, 
discuss PCAF methodological approaches, and gather input. A public consultation on the new methods 
was held from December 2024 through February 2025 with financial institutions, policymakers, data 
providers, consultants, and non-governmental organizations (NGOs). 

 

All methodologies build on the GHG Protocol standards for corporate reporting such as the GHG Protocol 
Corporate Accounting and Reporting Standard4, the Corporate Value Chain (Scope 3)5 Accounting and 
Reporting Standard, and the supplemental Technical Guidance for Calculating Scope 3 Emissions6. 

Specifically, this Financed Emissions Standard supplements the GHG Protocol Corporate Value Chain 
(Scope 3) Accounting and Reporting Standard7 by providing additional detailed guidance for each asset 
class.  

 

The first edition of this Financed Emissions Standard (November 2020) has been reviewed by the GHG 
Protocol and is in conformance with the requirements set forth in the Corporate Value Chain (Scope 3) 
Accounting and Reporting Standard, for Category 15 investment activities. As the GHG Protocol has closed 
its Built on GHG Protocol review service, the additions to the second edition of the Financed Emissions 
Standard (December 2023), as well as all new methodologies and guidance introduced in the December 
2025 version, have not been reviewed by the GHG Protocol.  

 

Beyond reporting the scope 3 category 15 emissions covered by this Financed Emissions Standard, 
financial institutions abiding by this Financed Emissions Standard shall also measure and report their 
scope 1 and 2 emissions, as well as any other relevant scope 3 emissions categories in line with the GHG 
ÂƖŸƣŸĦŸũќƚШÉƣċŰĬċƖĬƚШċƚШůĲŰƣŔŸŰĲĬШċĤŸƻĲЮ 

 

EXPECTED USERS OF THIS FINANCED EMISSIONS STANDARD 

This Financed Emissions Standard is written primarily for financial institutions that wish to measure and 
disclose the GHG emissions associated with their loans and investments, including but not limited to:  

¶ Commercial banks  

¶ Investment banks  

¶ Development banks  

¶ Asset owners/managers (mutual funds, pension funds, closed-end funds, investment trusts) 

¶ Insurance companies 

 

 
4 (WRI and WBCSD, 2011) 
5 (WRI and WBCSD, 2011) and (WRI and WBCSD, 2013) 
6 (WRI and WBCSD, 2011) 
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HOW TO READ THIS FINANCED EMISSIONS STANDARD  

The Global GHG Accounting and Reporting Standard uses precise language to indicate which provisions 
are requirements, which are recommendations, and which are allowable options that financial institutions 
may choose to follow. The following terms are used throughout this Financed Emissions Standard: 

¶ љShallњШŸƖШљrequiredњаШŔŰĬŔĦċƣĲƚШƽőċƣШŔƚШƖĲƕƨŔƖĲĬШŉŸƖШċШ]c]ШŔŰƻĲŰƣŸƖǃШƣŸШĦŸŰŉŸƖůШƽŔƣőШƣőŔƚШ[ŔŰċŰĦĲĬШ
Emissions Standard  

¶ љShouldњаШŔŰĬŔĦċƣĲƚШċШƖĲĦŸůůĲŰĬċƣŔŸŰШĤƨƣШŰŸƣШċШƖĲƕƨŔƖĲůĲŰƣШ 

¶ љMayњаШŔŰĬŔĦċƣĲƚШċŰШċũũŸƽĲĬШŸƓƣŔŸŰШ 

¶ љNeedsЯњШљĦċŰЯњ and љĦċŰŰŸƣњ: may be used to provide guidance on implementing a requirement or 
to indicate when an action is or is not possible 

 
Figure 1-1. Overview of the Financed Emissions Standard and steps for disclosing financed 
emissions 

 
 

 



 

 

 

 
The importance of 
GHG accounting 
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2. The importance of GHG accounting 
 

WHAT IS GREENHOUSE GAS (GHG) ACCOUNTING?  

GHG accounting refers to the processes required to consistently measure the amount of GHGs generated, 
avoided, or removed by an entity, allowing it to track and report these emissions over time. The emissions 
measured are the seven gases mandated under the Kyoto Protocol and are to be included in national 
inventories under the United Nations Framework Convention on Climate Change (UNFCCC): carbon 
dioxide (CO2), methane (CH4), nitrous oxide (N2O), hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), 
sulfur hexafluoride (SF6) and nitrogen trifluoride (NF3). For ease of accounting, these gases are usually 
converted to and expressed as carbon dioxide equivalents (CO2e).  

 

GHG accounting is commonly used by governments, corporations, and other entities to measure the direct 
and indirect emissions that occur throughout their value chains due to organizational and business 

activities. According to the GHG Protocol Corporate Accounting and Reporting Standard,8 direct emissions 

are generated by sources owned or controlled by the reporting company. Indirect emissions occur as a 
consequence of the operations of the reporting company, but are generated by sources owned or 
controlled by another company. 

 

Direct and indirect emissions are further categorized by scope and distinguished according to the source 
ŸŉШƣőĲШĲůŔƚƚŔŸŰƚШċŰĬШƣőĲШċĦƣŔƻŔƣǃШŔŰШċŰШŸƖŊċŰŔǍċƣŔŸŰќƚШƻċũƨĲШĦőċŔŰШŔŰШƽőŔĦőШƣőĲШĲůŔƚƚŔŸŰƚШŸĦĦƨƖЮШÑőĲШƣőƖĲĲШ
scopes defined by the GHG Protocolуscope 1, scope 2, and scope 3уare briefly described below and 
illustrated in Figure 2-1. 

¶ Scope 1: Direct GHG emissions that occur from sources owned or controlled by the reporting 
company, i.e., emissions from combustion in owned or controlled boilers, furnaces, vehicles, etc. 

¶ Scope 2: Indirect GHG emissions from the generation of purchased or acquired electricity, steam, 
heating, or cooling consumed by the reporting company. Scope 2 emissions physically occur at the 
facility where the electricity, steam, heating, or cooling is generated.  

¶ Scope 3: All other indirect GHG emissions (not included in scope 2) that occur in the value chain of 
the reporting company. Scope 3 can be broken down into upstream emissions and downstream 
emissions. Upstream emissions  include all emissions that occur in the life cycle of a 
material/product/service up to the point of sale by the producer, such as from the production or 
extraction of purchased materials. Downstream emissions  include all emissions that occur as a 
consequence of the distribution, storage, use, and end-of-ũŔŉĲШƣƖĲċƣůĲŰƣШŸŉШƣőĲШŸƖŊċŰŔǍċƣŔŸŰќƚШ
products or services. 

 

The GHG Protocol Corporate Value Chain (Scope 3) Accounting and Reporting Standard9 categorizes 

scope 3 emissions into 15 categories, listed in Figure 2-1. As the figure shows, the emissions resulting from 

 
8 (WRI and WBCSD, 2004) 
9 (WRI and WBCSD, 2011) 
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ċШƖĲƓŸƖƣŔŰŊШĦŸůƓċŰǃќƚШũŸċŰƚШċŰĬШŔŰƻĲƚƣůĲŰƣƚШŉċũũШƨŰĬĲƖШƚĦŸƓĲШΟШĬŸƽŰƚƣƖĲċůШĲůŔƚƚŔŸŰƚЯШƚƓĲĦŔŉŔĦċũũǃШƨŰĬĲƖШ
scope 3 category 15 (investments). 

 

GHG accounting of financial portfolios is the annual accounting and disclosure of scope 3 category 15 
emissions at a fixed point in time in line with financial accounting periods. 

 
Figure 2-1. Overview of GHG Protocol scopes and emissions across the value chain 

 
Source: (WRI and WBCSD, 2011) 

 

THE IMPORTANCE OF GHG ACCOUNTING OF LOANS AND INVESTMENTS  

For the financial sector, GHG emissions associated with their financial activities represent, by far, the 
ũċƖŊĲƚƣШƚőċƖĲШŸŉШƣőĲŔƖШŸƻĲƖċũũШĲůŔƚƚŔŸŰƚШŔŰƻĲŰƣŸƖǃЮШ[ŸƖШůŸƚƣШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШƣőĲШћŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚќШ
(scope 3, category 15) associated with their loans and investments are the most relevant emissions 
source. Therefore, understanding these emissions is essential to accurately assess, manage and 
disclosure climate impacts and exposure to emissions-related risks and opportunities. 

 

The PCAF Global GHG Accounting and Reporting Standard offers a harmonized approach to accounting 
and disclosure that enables financial institutions to calculate financed emissions in a way that is 
transparent, consistent, and comparable across time and asset classes. Measuring financed emissions 
provides critical insights for evaluating portfolio exposure, identifying emissions-intensive sectors, and 
supporting risk management and disclosure efforts. This information can be integrated into broader 
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analytical tools, such as scenario analysis or stress testing, to help financial institutions assess how 
changing markets, policy, or operational conditions may affect their portfolios. 

 

Publicly disclosing this category of emissions helps demonstrate accountability and transparency to 
stakeholders. Ultimately, consistent GHG accounting enables financial institutions to make informed, 
data-driven decisions, track performance over time, and strengthen their capacity to respond to evolving 
market and regulatory expectations. 

 

GHG ACCOUNTING HELPS MEASURE THREE TYPES OF IMPACT: GENERATED 
EMISSIONS, EMISSION REMOVALS, AND AVOIDED EMISSIONS  

GHG accounting for financed emissions is the annual corporate accounting and disclosure of GHG 
emissions financed by loans and investments in the portfolio of a financial institution at a fixed point in 
time, in line with financial accounting periods. Financed emissions can be measured as amounts of GHGs 
generated, avoided, or removed by an institution. The volume of GHG emissions emitted and financed by 

an institution is commonly referred to as its generated emissions10. 

  

Not all loans and investments result in GHG emissions only. Some may result in mitigating activities. For 
instance, project-specific loans and investments in the forestry and land use sector, direct air carbon 
capture and storage, or bioenergy with carbon capture and storage can result in CO2 being sequestered or 
removed from the atmosphere and stored in solid or liquid form. Investments in afforestation projects can 
directly result in newly planted trees absorbing CO2 from the air. The volume of CO2 absorbed is 
considered an emission removal  that can also be quantified and reported.  

 

Similarly, project-specific loans and investments in renewable energy projects can result in emissions 
ĤĲŔŰŊШċƻŸŔĬĲĬШċƚШƣőĲǃШĬŔƚƓũċĦĲШƣőĲШĲůŔƚƚŔŸŰƚШƣőċƣШƽŸƨũĬШőċƻĲШŸƣőĲƖƽŔƚĲШŸĦĦƨƖƖĲĬШƽŔƣőŸƨƣШƣőĲШƓƖŸŢĲĦƣќƚШ
implementation. These emissions are referred to as avoided emissions. For the financial sector, which 
finances projects that lead to avoided emissions, quantifying this effect is relevant. 

 

Methods for calculating financed avoided emissions are excluded from this standard. However, financial 
ŔŰƚƣŔƣƨƣŔŸŰƚШŔŰƣĲƖĲƚƣĲĬШŔŰШƖĲƓŸƖƣŔŰŊШŉŔŰċŰĦĲĬШċƻŸŔĬĲĬШĲůŔƚƚŔŸŰƚШůŸƖĲШŔŰŉŸƖůċƣŔŸŰШŔƚШƓƖŸƻŔĬĲĬШŔŰШÂ9 [ќƚШ
supplemental guidance on Financed Avoided Emissions and Forward-looking Metrics.11 

 

Reporting on emission removals and avoided emissions shall  always be done separately from that of the 
ŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƚĦŸƓĲШΝЯШΞЯШċŰĬШΟШ]c]ШŔŰƻĲŰƣŸƖŔĲƚЮШ 

 

GHG ACCOUNTING ENABLES BENCHMARKING  

Measuring financed emissions in absolute terms provides financial institutions with a consistent baseline 
for analysis and disclosure. In addition to absolute figures, normalized data are often valuable for 

 
10 The GHG Protocol often refers to generated emissions as absolute emissions. In this Financed Emissions Standard, where the teƖůШљċĤƚŸũƨƣĲШ
ĲůŔƚƚŔŸŰƚњШŔƚШƨƚĲĬЯШŔƣШŔƚШƖĲŉĲƖƖŔŰŊШƣŸШŊĲŰĲƖċƣĲĬШĲůŔƚƚŔŸŰƚШċŰĬШŰŸƣШƻċũƨĲƚШƖĲũċƣŔŰŊШƣŸШċƻŸŔĬĲĬШĲůŔƚƚŔŸŰƚШŸƖШĲůŔƚƚŔŸŰШƖĲmovals. 
11 xĲċƖŰШůŸƖĲШċĤŸƨƣШÂ9 [ќƚШ[ŔŰċŰĦĲĬШAvoided Emissions and Forward-looking Metrics supplemental guidance 
https://carbonaccountingfinancials.com/standard 
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comparing performance across portfolios, sectors, or asset classes. Normalizing the data involves 
converting absolute financed emissions into an emission intensity metric (emissions per defined unit of 
activity or financial exposure). Different intensity metrics can be applied depending on the analytical 
purpose, as each offers distinct insights into portfolio composition and emissions exposure. Table 2-1 
outlines several of the most commonly used emission intensity metrics within the financial sector. 
 

All the intensity metrics shown in Table 2-1 can be useful for steering. As the table shows, economic 
emission intensity is the absolute emissions of a loan or investment divided by the loan and investment 
volume in EUR or USD, expressed as tCO2Ĳоқ~ШŸƖШƣ9§2e/$M loaned or invested. This metric is valuable for 
comparing portfolios or portfolio segments. Physical emission intensity is the absolute emissions of a loan 
or investment divided by a value of physical activity or output, expressed as, e.g., tCO2e/MWh generated or 
consumed, or tCO2e/tonne product produced. It can be used to compare emissions efficiency across 
companies or sectors using comparable operational metrics. The weighted average carbon intensity 
(WACI) is expressed as tCO2Ĳоқ~ШŸƖШҘ~ШĦŸůƓċŰǃШƖĲƻĲŰƨĲШċŰĬШĦċŰШĤĲШƨƚĲĬШƣŸШƨŰĬĲƖƚƣċŰĬШċШƓŸƖƣŉŸũŔŸќƚШ
exposure to high-emitting sectors or companies. 

 
Table 2-1. Financed emissions metrics 12 

Metric  Purpose Description  

Absolute emissions  To measure the emissions associated 
with financial activities and establish a 
baseline for disclosure and 
performance tracking  

The total GHG emissions of an asset 
class or portfolio 

Economic emission 
intensity  

To understand how the emission 
intensities of different portfolios (or 
parts of portfolios) compare to each 
other per monetary unit 

Absolute emissions divided by the loan 
or investment volume in EUR or USD, 
expressed as tCO2Ĳоқ~ШŸƖШƣ9§2e/$M 
loaned or invested 

Physical emission 
intensity  

To understand the efficiency of a 
portfolio (or parts of a portfolio) in terms 
of total GHG emissions per unit of a 
common output 

Absolute emissions divided by a value of 
physical activity or output, expressed 
as, e.g., tCO2e/MWh, tCO2e/tonne 
product produced 

WACI13 To understand exposure to emission-
intensive companies 

ÂŸƖƣŉŸũŔŸќƚШĲǂƓŸƚƨƖĲШƣŸШĲůŔƚƚŔŸŰ-
intensive companies, expressed as 
tCO2Ĳоқ~ШŸƖШҘ~ШĦŸůƓċŰǃ14 revenue 

 

 
 

12 Adapted from (CRO Forum, 2020) 
13 (TCFD, 2017) 
14 ÑőĲШƽŸƖĬШĦŸůƓċŰǃШƖĲŉĲƖƚШƣŸШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШĤŸƖƖŸƽĲƖШŸƖШŔŰƻĲƚƣĲĲЮ 
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3. Supporting goals through GHG 
accou nting  
 

This Financed Emissions Standard aims to equip financial institutions with standardized, robust methods 
to measure and disclose financed emissions. Building on this foundation, financial institutions can apply 
greenhouse gas (GHG) accounting to support a range of business objectives, including improving data 
transparency, enhancing risk management, strengthening stakeholder confidence, and informing strategic 
planning (Figure 3-1). Financial institutions highlight these business goals as key reasons for assessing 
financed emissions, but this list is by no means exhaustive. This chapter will elaborate on these goals. 

 

Figure 3-1. GHG accounting can help financial institutions meet multiple business goals  

 
 

The level of detail in financed emissions calculations determines how effectively financial institutions can 
use the results to support their business goals. For example, if a financial institution wishes to use the 
inventory to manage risk, it may consider measuring and recording sector-level emissions from its 
borrowers or investees to identify emission-intensive industry investments in its portfolios. Other financial 
institutions may want to structure their inventory in a way that helps them set and track their yearly 
financed emissions goals. In the end, what is captured in the GHG inventory should serve the business 
goals of the financial institution. 

 

BUSINESS GOAL 1: CREATE TRANSPARENCY FOR STAKEHOLDERS  

Financial institutions increasingly recognize the importance of transparency and accountability in reporting 
emissions associated with their financial activities. GHG accounting enables financial institutions to 
produce consistent, verifiable data that can be shared with investors, regulators, and other stakeholders. 

 

The International Sustainability Standards Board (ISSB) provides the global baseline for climate-related 
disclosures through its International Financial Reporting Standards (IFRS) S2 Standard, which builds upon 
the former Task Force on Climate-related Financial Disclosures (TCFD) recommendations. These 
standards emphasize consistency, comparability, and integration of sustainability information into 
financial reporting. CDP has aligned its financial sector disclosure questionnaires with the ISSB framework 
by incorporating financed emissions (scope 3, category 15), improving the completeness and reliability of 
data reported by financial institutions. It has also updated its Financial Services questionnaire to reflect the 
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Â9 [Ш[ŔŰċŰĦĲĬШEůŔƚƚŔŸŰƚШÉƣċŰĬċƖĬЯШŔŰƣĲŊƖċƣŔŰŊШÂ9 [ќƚШůĲƣőŸĬŸũŸŊŔĲƚШƣŸШƚƣƖĲċůũŔŰĲШƖĲƓŸƖƣŔŰŊШċŰĬШ
enhance data quality and consistency. 

 

Within an organization, financed emissions data provides leadership and management teams with 
valuable insight into portfolio exposure and trends. This information can guide decision-making related to 
business strategy, product innovation, and long-term planning. Externally, transparent disclosure 
reinforces trust among clients, investors, and regulators by demonstrating a commitment to credible 
measurement and responsible reporting. 

 

The Global GHG Accounting and Reporting Standard directly supports financial institutions in responding 
to CDP disclosure requests by providing clear methodologies and calculation guidance. CDP cites PCAF 
as a key reference standard for measuring and reporting financed emissions, ensuring consistency and 
comparability across institutions. This collaboration between PCAF and CDP strengthens the quality and 
transparency of emissions data, supporting improved reporting practices and greater confidence among 
market participants. 
 

BUSINESS GOAL 2: MANAGE EMISSIONS-RELATED FINANCIAL RISKS  

Financial institutions increasingly recognize the importance of understanding how emissions-related 
policies, regulations, and market developments affect their portfolios. GHG accounting provides a 
consistent and quantitative way to identify lending and investment exposures associated with higher-
emitting assets or sectors. 

 

Such exposures can be sensitive to evolving regulations, shifts in market preferences, or changes in 
operational costs у for example, those arising from emissions pricing or energy-efficiency standards. By 
quantifying financed emissions, institutions gain a clearer picture of where potential financial risks may 
arise and can integrate this information into their broader risk management and portfolio analysis 
frameworks. 

 

The International Sustainability Standards Board (ISSB), through its IFRS S2 Standard, emphasizes the 
importance of disclosing exposure to emissions-related risks as part of transparent financial reporting. 
Applying the methodologies outlined in the Global GHG Accounting and Reporting Standard supports this 
expectation by producing standardized, comparable data that enhances the quality of disclosures. In 
addition to improving external reporting, measuring and managing emissions-related exposure helps 
institutions strengthen internal governance, prepare for potential regulatory developments, and align with 
market expectations for transparency and accountability. 

 

BUSINESS GOAL 3: DEVELOP DATA-INFORMED FINANCIAL PRODUCTS 

Emissions accounting can also support the development of innovative financial products and services that 
respond to emerging client and market needs. By integrating financed emissions data into product design, 
institutions can better understand emissions exposure across sectors and create offerings that reflect 
evolving regulatory, operational, and risk-management expectations. For example, emissions-related data 
and intensity metrics, such as those described in Table 2-1, can help identify sectors or companies with 
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significant potential for operational efficiency improvements or technology modernization. This insight 
ĲŰċĤũĲƚШŔŰƚƣŔƣƨƣŔŸŰƚШƣŸШĬĲƚŔŊŰШŉŔŰċŰĦŔċũШƓƖŸĬƨĦƣƚШƣőċƣШċũŔŊŰШƽŔƣőШƣőĲŔƖШĦũŔĲŰƣƚќШŸĤŢĲĦƣŔƻĲƚШŉŸƖШĲŉŉŔĦŔĲŰĦǃЯШ
resilience, and long-term value creation. 

 

As the market for disclosure and reporting matures, financial products such as sustainability-linked 
instruments, performance-based loans, and thematic bonds are evolving to incorporate more measurable 
indicators. Financed emissions data provide the foundation for setting transparent, verifiable criteria within 
such products, ensuring consistency and comparability across financial institutions. 

 

Ultimately, GHG accounting supports innovation by equipping financial institutions with reliable data to 
inform product development, improve risk assessment, and enhance the overall quality and credibility of 
financial decision-making. 

 

BUSINESS GOAL 4: TRACK PROGRESS TOWARD INSTITUTIONAL GOALS 

Financial institutions use GHG accounting to establish consistent baselines, track progress over time, and 
evaluate performance against objectives. By measuring financed emissions across asset classes and 
sectors, institutions gain a clear understanding of the absolute and relative emissions associated with their 
lending and investment portfolios. This data can be used to support portfolio analysis, develop measurable 
performance indicators, and monitor changes in emissions exposure year over year. A standardized 
accounting approach ensures that results are transparent, comparable, and reliable across reporting 
periods and institutions. 

 

The Global GHG Accounting and Reporting Standard provides the foundation for this process by offering 
harmonized methods that can be applied consistently across financial products and asset classes. This 
enables financial institutions to integrate emissions data into portfolio management, disclosure, and 
internal target-setting frameworks, in alignment with broader reporting standards such as the International 
Sustainability Standards Board (ISSB) IFRS S215 requirements. 

 

Measuring and disclosing financed emissions also supports more informed engagement with clients and 
stakeholders, as it provides quantitative insights that can guide portfolio strategy, product design, and 
performance evaluation. Over time, consistent use of GHG accounting methodologies enhances an 
ŔŰƚƣŔƣƨƣŔŸŰќƚШċĤŔũŔƣǃШƣŸШċƚƚĲƚƚШƓƖŸŊƖĲƚƚШƣŸƽċƖĬШŔƣƚШƚƣƖċƣĲŊŔĦШċŰĬШŸƓĲƖċƣŔŸŰċũШŊŸċũƚШċŰĬШƣŸШĦŸůůƨŰŔĦċƣĲШ
results transparently. 

 
ACCOUNTING FOR AVOIDED EMISSIONS AND EMISSION REMOVALS  

In addition to measuring generated (or financed) emissions, comprehensive GHG accounting also 
considers how financial activities may contribute to the reduction or removal of greenhouse gases from the 
atmosphere. Including information on avoided emissions and emission removals helps financial 
institutions present a more complete picture of the emissions associated with their portfolios. This 

 
15 (International Sustainability Standards Board (ISSB), IFRS S2 Climate-related Disclosures, 2023) 
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approach strengthens data integrity, enhances comparability across asset classes, and supports 
transparent disclosure of both positive and negative emissions impacts. 

 

Understanding the difference between avoided emissions and emission removals is essential to this 
process. Both represent valuable accounting categories that complement financed-emissions data and 
allow financial institutions to better evaluate their exposure, opportunities, and performance over time. 

The distinction between avoided emissions and emission removals is important from an accounting 
perspective. The differences are illustrated in the figure below: 

 

Figure 3-2: Avoided emissions and emission removals  

 
Figure adapted from the Oxford Offsetting Principles.16 

 

For transparency and consistency, avoided emissions and emission removals shall  be measured and 
ƖĲƓŸƖƣĲĬШƚĲƓċƖċƣĲũǃШŉƖŸůШċШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШscope 1, 2, and 3 GHG inventories. Quantifying these 
categories allows for a clearer understanding of financed activities that reduce or remove emissions within 
the broader economy. 

¶ Financial institutions can finance emission removals via three ways:  

 
16 Oxford offsetting principles, accessed at https://www.smithschool.ox.ac.uk/research/oxford-offsetting-principles 



 

 
22 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

- Credit purchases : FIs can buy and retire carbon removal credits17 based in the voluntary 

carbon market. Because these purchases are not part of their lending or investment portfolio, 
these credits are not incorporated into the PCAF Financed Emissions Standard. For more 
information, FIs should refer to the GHG Protocol on how to include carbon credits in their 

accounting.18 

- Business Loans and Unlisted Equity: FIs can lend to or invest in companies such as forestry 
companies that have emission removals within their organizational boundaries. They can also 
lend to or invest in companies that purchase and retire carbon removal credits. For more 
information on the financed emissions accounting of these lending and investment activities, 
see the methodology chapter on Listed Equity & Corporate Bonds and the methodology 
chapter on Business Loans & Unlisted Equity.  

- Project Finance: FIs can lend to or invest in nature-based or technological projects that 
remove emissions from the atmosphere. They can also lend to, or invest in, projects that 
purchase and retire carbon removal credits. For more information on the financed emissions 
accounting of these lending and investment activities, see the methodology chapter on 
Project Finance. 

 
PCAF guidance on carbon removals is limited to attribution and reporting guidance for financial 
institutions. For specific accounting guidance on calculating and reporting emissions removals, PCAF 
refers to the forthcoming Land Sector and Removals Guidance from the GHG Protocol20.  

 
ÅĲŉĲƖШƣŸШÂ9 [ќƚШƚƨƓƓũĲůĲŰƣċũШŊƨŔĬċŰĦĲШŸŰШŉŔŰċŰĦĲĬШċƻŸŔĬĲĬШĲůŔƚƚŔŸŰƚШċŰĬШŉŸƖƽċƖĬ-looking metrics for 
detailed information on estimating financed avoided emissions. This optional guidance supplements Part 
A, offering financial institutions a structured approach to estimate and disclose potential future climate 
benefits. 
  

 
17 Reporting around the use of carbon credits may need to evolve because it does not yet consistently distinguish between avoidance and removal 
credits. 
18 Note that GHG Protocol's 'Land Sector and Removals Guidance' is currently being developed through a multi-stakeholder development process. The 
draft guidance is published for both pilot testing and review in June 2022. Final publication is expected in Q4 2025. https://ghgprotocol.org/land-sector-
and-removals-guidance. 

https://ghgprotocol.org/land-sector-and-removals-guidance
https://ghgprotocol.org/land-sector-and-removals-guidance
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4. Principles and requirements for GHG 
accounting for financials  
 

To develop this Financed Emissions Standard, PCAF drew on the GHG accounting principles outlined in 

the GHG Protocol Corporate Accounting and Reporting Standard19and the GHG Protocol Corporate Value 

Chain (Scope 3) Accounting and Reporting Standard.20 Based on these principles, PCAF developed an 

additional set of five overarching rules to guide accounting and reporting for financial institutions. 

 
4.1 GHG accounting requirements derived from the GHG 
ÂƖŸƣŸĦŸũќƚШƓƖŔŰĦŔƓũĲƚ 
Like financial accounting and reporting, GHG accounting and reporting follows generally accepted 
ƓƖŔŰĦŔƓũĲƚШƣŸШĲŰƚƨƖĲШƣőċƣШċŰШŸƖŊċŰŔǍċƣŔŸŰќƚШĬŔƚĦũŸƚƨƖĲШƖĲƓƖĲƚĲŰƣƚШċŰШċĦĦƨƖċƣĲЯШƻĲƖŔƣċĤũĲЯШċŰĬШŉċŔƖШċĦĦŸƨŰƣШŸŉШ
its GHG emissions. The core principles of GHG accounting are set out in the GHG Protocol Corporate 

Accounting and Reporting Standard21 and the GHG Protocol Corporate Value Chain (Scope 3) Accounting 

and Reporting Standard.22 ÑőĲШ]c]ШÂƖŸƣŸĦŸũќƚШŉŔƻĲШĦŸƖĲШƓƖŔŰĦŔƓũĲƚШċƖĲШĦŸůƓũĲƣĲŰĲƚƚЯШĦŸŰƚŔƚƣĲŰĦǃЯШ

relevance, accuracy, and transparency. The Global GHG Accounting and Reporting Standard for the 
Financial Industry follows these five core principles and provides additional requirements on the 
application of these principles that are directly relevant for financial institutions wishing to assess their 
financed emissions (Figure 4-1). 

 

 
19 (WRI and WBCSD, 2004) 
20 (WRI and WBCSD, 2011) 
21 (WRI and WBCSD, 2004) 
22 (WRI and WBCSD, 2011) 
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Figure 4-1. Additional PCAF requirements for financed emissions accounting and reporting are 
ĬĲƖŔƻĲĬШŉƖŸůШƣőĲШ]c]ШÂƖŸƣŸĦŸũќƚШŉŔƻĲШƓƖŔŰĦŔƓũĲƚ 

GHG Protocol principles for  

scope 3 inventories 
Additional PCAF requirements 

Completeness   
Account for and report on all GHG emission 
sources and activities within the inventory 
boundary. Disclose and justify any specific 
exclusions. 

Consistency   
Use consistent methodologies to allow for 
meaningful performance tracking of emissions 
over time. Transparently document any changes to 
the data, inventory boundary, methods, or any 
other relevant factors in the time series. 

Relevance  
Ensure the GHG inventory appropriately reflects 
the GHG emissions of the company and serves the 
decision-making needs of users у both internal 
and external to the company.  

Accuracy  
Ensure that the quantification of GHG emissions is 
systematically neither over nor under actual 
emissions, as far as can be judged, and that 
uncertainties are reduced as far as practicable. 
Achieve sufficient accuracy to enable users to 
make decisions with reasonable confidence as to 
the integrity of the reported information. 

Transparency  
Address all relevant issues in a factual and 
coherent manner, based on a clear audit trail. 
Disclose any relevant assumptions and make 
appropriate references to the accounting and 
calculation methodologies and data sources 
used. 

Recognition  
Financial institutions shall account for all financed 
emissions under scope 3 category 15 (Investment) 
emissions, as defined by the GHG Protocol 
Corporate Value Chain (Scope 3) Accounting and 
Reporting Standard. Any exclusions shall be 
disclosed and justified. 

Measurement  
Financial institutions shall measure and report 
their financed emissions for each asset class by 
љŉŸũũŸƽŔŰŊШƣőĲШůŸŰĲǃњШċŰĬШƨƚŔŰŊШƣőĲШÂ9 [Ш
methodologies. As a minimum, absolute 
emissions shall be measured. However, avoided 
and removed emissions may be measured if data 
is available and methodologies allow. 

Attribution  
ÑőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƚőċƖĲШŸŉШĲůŔƚƚŔŸŰƚШshall 
be proportional to the share of its exposure 
relative to the total (company, project, asset) value 
of the borrower or investee.  

Data quality  
Financial institutions shall use the highest quality 
data available for each asset class and improve 
the quality of the data over time. 

Disclosure  
Public disclosure of the results of PCAF 
assessments is crucial for external stakeholders 
and financial institutions using the methodology to 
have a clear, comparable view of the GHG 
emissions associated with the loans and 
investments of financial institutions. 
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4.2 Additional requirements for accounting and reporting 
financed emissions  
This subchapter describes the additional requirements for GHG accounting for financials and how these 
requirements guide the accounting and reporting of financed emissions regardless of the type of loan and 
investment. Chapter 6 includes additional details on reporting requirements and recommendations. 

 

RECOGNITION 

According to the GHG Protocol Corporate Accounting and Reporting Standard,23 organizations can choose 

from three approaches when defining their organizational boundaries and consolidating the GHG 
emissions measured and reported in their inventories:  

¶ Equity share approach  

¶ Financial control approach  

¶ Operational control approach 
 

ÑőĲШƚĲũĲĦƣŔŸŰШŸŉШŸŰĲШŸŉШƣőĲƚĲШċƓƓƖŸċĦőĲƚШċŉŉĲĦƣƚШƽőŔĦőШċĦƣŔƻŔƣŔĲƚШŔŰШƣőĲШĦŸůƓċŰǃќƚШƻċũƨĲШĦőċŔŰШċƖĲШ
categorized as direct emissions (i.e., scope 1 emissions) and indirect emissions (i.e., scope 2 and scope 3 

emissions).24 

 

For consistency in reporting across organizations and reporting periods, this Financed Emissions Standard 
requires financial institutions to measure and report their GHG emissions using either the operational or 
financial control approach. As explained in Box 4-ΝЯШƣőŔƚШůĲċŰƚШƣőċƣШĲůŔƚƚŔŸŰƚШŉƖŸůШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚќШ

loans and investments (without operational or financial control25) will be reported under their scope 3 

category 15 (investments) emissions, as defined by the GHG Protocol Value Chain (Scope 3) Accounting 

and Reporting Standard.26 This requirement eliminates inconsistencies in accounting that could arise from 

using the equity share approach, which would require scope 1 and 2 emissions from all equity investments 
ƣŸШĤĲШƖĲƓŸƖƣĲĬШƨŰĬĲƖШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƚĦŸƓĲШΝШċŰĬШΞШĲůŔƚƚŔŸns (according to its share of equity in 
the operation). 

 

As a result, the Financed Emissions Standard provides a harmonized approach that can be used by 
financial institutions wishing to account for and disclose their scope 3 category 15 (investments) emissions 
(otherwise known as their financed emissions), and these are the sole focus of this Financed Emissions 
Standard. Financial institutions following the Financed Emissions Standard are required to report all 
financed emissions under scope 3 category 15 and disclose and justify any exclusions. 

 

 
23 (WRI and WBCSD, 2004) 
24 (WRI and WBCSD, 2004) 
25 Only in cases that a financial institution has control (operational or financial, depending on the approach chosen) over the operations of the borrower, 
or investee will 100% of their emissions be included within the organizational boundaries of the financial institution. As a result, these emissions will be 
included under the scope 1 and 2 emissions of the financial institution. This can occur when a financial institution holds a controlling equity share in the 
investee. In general, however, most of the fiŰċŰĦŔċũШƚĲĦƣŸƖќƚШũŸċŰƚШċŰĬШŔŰƻĲƚƣůĲŰƣƚШċƖĲШŰŸƣШőĲũĬШƣŸШŊċŔŰШĦŸŰƣƖŸũШŸƻĲƖШƣőĲŔƖШĤŸƖƖŸƽĲƖШŸƖШŔŰƻĲƚƣĲĲЮ 
26 (WRI and WBCSD, 2004) 
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Beyond reporting the scope 3 category 15 emissions covered by this Financed Emissions Standard, 
financial institutions shall also measure and report their own scope 1 and 2 emissions and any other 
relevant scope 3 emissions categories in line with the GHG ÂƖŸƣŸĦŸũќƚШƚƣċŰĬċƖĬƚЮ 

 

Box 4-1 details consolidation approaches as applied to the financial sector. 

 

Box 4-1. Why the Global GHG Accounting and Reporting Standard requires financial institutions to 
measure and report financed emissions using the operational or financial control approach  

The GHG Protocol Corporate Accounting and Reporting Standard27 presents three consolidation 

approaches when preparing GHG emission inventories: the equity share approach, the financial control 
approach, and the operational control approach. These consolidation approaches are intended to define 
the organizational boundaries of the company for the purposes of accounting and reporting GHG 
ĲůŔƚƚŔŸŰƚЮШÑőĲШƚĲũĲĦƣŔŸŰШŸŉШŸŰĲШŸŉШƣőĲƚĲШċƓƓƖŸċĦőĲƚШċŉŉĲĦƣƚШƽőŔĦőШċĦƣŔƻŔƣŔĲƚШŔŰШƣőĲШĦŸůƓċŰǃќƚШƻċũƨĲШĦőċŔŰШ
are categorized as direct emissions (i.e., scope 1 emissions) and indirect emissions (i.e., scope 2 and 
scope 3 emissions). 

 

Under the equity share approach, an organization accounts for GHG emissions from operations 
according to its share of equityуor ownershipуin the operation. So, holding a 15% equity share in another 
organization would require including 15% of its emissions across all its emission scopes: scope 1, 2, and 
3. 

 

Alternatively, an organization can report using the control approach , whereby the company reports 100% 
of the GHG emissions over which it has control as if these emissions were its own (i.e., 100% of direct 
emissions are reported under scope 1 and 100% of indirect emissions are reported under scope 2 or 3, 
respectively). Where the company owns an interest but does not have control, it does not account for GHG 
emissions from operations as part of its scope 1 and 2 emissions. However, emissions from such 

operations will be reported under scope 3 emissions according to its relative share of ownership.28 

 

A control approach can be subclassified as either financial control or operational control, and companies 
using the control approach must pick between these two options for reporting. Using the financial control 
approach , the organization shall report 100% of emissions for all activities in the company where it can 
directly influence financial and operational policies and has the potential to benefit economically from the 
ĦŸůƓċŰǃќƚШċĦƣŔƻŔƣŔĲƚЮШÖƚŔŰŊШƣőĲШoperational control approach , an organization shall account for 100% of 
emissions from operations over which it or one of its subsidiaries has control and the authority to introduce 
and implement operational policies. In most cases, whether an operation is controlled by the company or 
not does not differ between the financial control or operational control approach. 

 

The consolidation approach used by a financial institution has a significant impact on how it accounts for 
its financed emissions. Choosing the equity share approach would require scope 1 and 2 emissions from 

 
27 (WRI and WBCSD, 2004) 
28 In practice, using a control approach means that when a company has control over an operation 100% of the scope 1 and 2 emissions of this operation 
ċƖĲШċũƚŸШƖĲƓŸƖƣĲĬШƨŰĬĲƖШƣőĲШĦŸůƓċŰŔĲƚќШƚĦŸƓĲШΝШċŰĬШΞШŉŸŸƣƓƖŔŰƣЮ 
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ċũũШĲƕƨŔƣǃШŔŰƻĲƚƣůĲŰƣƚШƣŸШĤĲШƖĲƓŸƖƣĲĬШƨŰĬĲƖШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƚĦŸƓĲШΝШċŰĬШΞШĲůŔƚƚŔŸŰƚШыċĦĦŸƖĬŔŰŊШ
to its share of equity in the operation), whereas financed emissions from other asset classes would end up 
in scope 3.  

 

However, when choosing a control approach, only emissions from those operations where the financial 
institution, through its investments, holds a controlling interest would end up in its scope 1 and 2 
emissions. In all other cases financed emissions end up ŔŰШƚĦŸƓĲШΟШĦċƣĲŊŸƖǃШΝΡЮШ ƚШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚќШ
investments in equity or debt are typically not intended to hold a controlling interest, this Financed 
Emissions Standard requires financial institutions to measure and report their GHG emissions using either 
the operational or financial control approach. This requirement allows for consistent reporting of financed 
emissions in scope 3 emission category 15. 

 

MEASUREMENT 

љ[ŸũũŸƽШƣőĲШůŸŰĲǃњШŔƚШċШťĲǃШƣĲŰĲƣШŉŸƖШ]c]ШċĦĦŸƨŰƣŔŰŊШŸŉШŉŔŰċŰĦŔċũШċƚƚĲƣƚЯШůĲċŰŔŰŊШƣőċƣШƣőĲШůŸŰĲǃШƚőŸƨũĬШ
be followed as far as possible to understand and account for the emission impact in the real economy, i.e., 
emissions caused by the financial institutioŰќƚШũŸċŰƚШċŰĬШŔŰƻĲƚƣůĲŰƣƚЮШ 

 

Financial institutions shall measure and report their financed emissions for each asset class using the 
methodologies set out in this Financed Emissions Standard and covering the seven GHGs required under 
the Kyoto Protocol. As a minimum, financial institutions shall measure the absolute GHG emissions 
resulting from loans and investments (scope 3 category 15 emissions) in the reporting year. When relevant, 
emission removals should be measured and reported separately.  

 

As a basis for reporting emissions, financial institutions shall choose a fixed point in time to determine their 
lending and investment positions, such as the last day of its fiscal year (e.g., June 30 or December 31), to 
calculate an attribution factor. The GHG accounting period shall align with the financial accounting period. 

 

ATTRIBUTION 

According to the GHG Protocol Corporate Value Chain (Scope 3) Accounting and Reporting Standard, GHG 
emissions from loans and investments should be allocated to the reporting financial institutions based on 

the proportional share of lending or investment in the borrower or investee.29 Attribution is based on the 

annual emissions of the borrower and investee; as a result, GHG emissions are reported on at least an 
annual basis. 

The methodologies in the Financed Emissions Standard apply the same general attribution principles 
across all asset classes (Figure 4-2): 

1. Financed emissions are always calculated by multiplying an attribution factor (specific to that 
asset class) by the emissions of the borrower or investee.  

2. The attribution factor is defined as the share of total annual GHG emissions of the borrower or 
investee that is allocated to the loan(s) or investment(s).  

 
29 (WRI and WBCSD, 2011) 
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3. The attribution factor is calculated by determining the share of the outstanding amount of loans 
and investments of a financial institution over the total value of the company, project, or asset to 
which the financial institution has lent money or in which it has invested capital. The value of the 
investee can be the total equity and debt or EVIC of the company, project, etc. to which the 
financial institution has lent money or in which it has invested capital. 

 
Including both equity and debt funding in the denominator when attributing emissions associated with 
corporate finance30, is important for three reasons: 

1. It ensures the use of one common denominator across all asset classes, which is in line with 
leading practices in the financial sector.  

2. It does not differentiate between equity and debt. Both contribute to the total financing of the 
borrower or investee (and indirectly their emissions) and are therefore deemed equally important. 

3. It ensures 100% attribution of emissions over equity and debt providers and avoids double 
counting of emissions between equity and debt providers as much as possible. This is specifically 
important for financial institutions that hold both equity and debt positions within the same 
companies or projects. 

 
Figure 4-2. The general approach to calculate financed emissions  from corporate financed  

 
 

Double counting, which occurs when GHG emissions are counted more than once in the financed 
emissions calculation of one or more institutions, should be minimized as much as possible. Double 
counting occurs between the different scopes of emissions from loans and investments when a financial 

institution lends to or invests in companies or projects in the same value chain.31 This form of double 

counting cannot be avoided, but it can be made more transparent by reporting the scope 1 and 2, 
emissions of loans and investments separately from their scope 3 emissions (see requirements on this in 
Chapter 6 of this Financed Emissions Standard). 

 

Double counting can take place at five levels:  

¶ Between financial institutions  

¶ In co-financing the same entity or activity  

¶ Between transactions within the same financial institutions  

¶ Across different asset classes  

 
30 When calculating the attribution factor for consumer vehicle and public finance (i.e. Sovereign debt), equity may not be relevant or exist based on 
investment type. For those asset classes, the best alternative approach has been proposed in the relevant chapter. 
31 The scope 1 emissions of one company can be the upstream scope 2 or 3 emissions of its customer. For example, scope 1 emissions from a utility 
providing energy to a company would end up in the scope 2 inventory of that company. If both companies are receiving funding from the same financial 
institution, these emissions would be double counted within its inventory. 
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¶ Within the same asset class 

 
Double counting between co-financing institutions and between transactions within the same asset class 
of a financial institution can be avoided by using the appropriate attribution rules consistently. PCAF 
defines attribution rules for each method described in this Financed Emissions Standard. By using the 
correct attribution method, double counting of emissions between financial institutions can be minimized. 
Additional asset class-specific information on attribution can be found in Chapter 5. 

 

DATA QUALITY 

Financial institutions shall ensure that their GHG accounting appropriately reflects the GHG emissions of 
their loans and investments and serves the decision-making needs of internal and external stakeholders. 
To safeguard these outcomes, financial institutions should use the highest quality data available for each 
asset class for calculations and, where relevant, improve the quality of the data over time. PCAF 
recognizes that high-quality data can be difficult to come by when calculating financed emissions, 
particularly for certain asset classes. However, data limitations should not deter financial institutions from 
taking the first steps toward preparing their inventories. Even estimated or proxy data can help them 
identify emission-intensive hotspots in their portfolios, which can inform their climate strategies. Where 
data quality is low, financial institutions can develop approaches to improve it over time. 

 

For measuring financed emissions in each asset class, various data inputs are needed to calculate the 
ŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШċƣƣƖŔĤƨƣŔŸŰШŉċĦƣŸƖШċŰĬШƣőĲШĤŸƖƖŸƽĲƖќƚШŸƖШŔŰƻĲƚƣĲĲќƚШƣŸƣċũШĲůŔƚƚŔŸŰƚЮШÑőĲШĬċƣċШŰĲĲĬĲĬШ
to calculate an attribution factor can typically come from the financial institution itself and its borrower or 
investee. However, the data required to calculate the emissions of the borrower or investee might not be 
readily available and must be sought out by the financial institution. The quality of this data can vary 
depending on assumptions relating to its assuredness, specificity, and other variables. 

 

High-quality data is often not available to the financial institution for all asset classes. In these instances, 
the institution should use the best available data per the data hierarchy shown in Figure 4-3. Data quality 
scorecards specific to each asset class are presented in Chapter 5 and Annex 10.1. 
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Figure 4-3. General data quality scorecard 

 
 

PCAF recognizes that there is often a lag between financial reporting and the reporting of required 
emissions-related data for the borrower or investee. In these instances, financial institutions should use 
the most recent data available even if it is representative of different years, with the intention of aligning as 
ůƨĦőШċƚШƓŸƚƚŔĤũĲЮШ[ŸƖШĲǂċůƓũĲЯШŔƣШƽŸƨũĬШĤĲШĲǂƓĲĦƣĲĬШċŰĬШċƓƓƖŸƓƖŔċƣĲШƣőċƣШċШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƖĲƓŸƖƣŔŰŊШ
in 2020 for its 2019 financial year would be used in 2019 financial data alongside 2018 (or other most 
recent) emissions data. 

 

Data quality scoring is specific to each asset class. More information on issues related to data quality and 
how to employ the hierarchy for each asset class can be found in Chapter 5 and Annex 10.1. 

 

DISCLOSURE 

The public disclosure of absolute financed emissions is crucial for external stakeholders and financial 
institutions using the methodology to have an analogous view of the emission impact of financial 
institutions. To this end, financial institutions shall disclose absolute financed emissions. To support their 
disclosures, financial institutions shall follow the requirements and recommendations listed in Chapter 6 
on how to report information relating to methodology, calculations, timeframes, and data quality (as 
scored using the hierarchies provided in Chapter 5). 
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5. Methodology to measure financed 
emissions  
 

This chapter describes the methods to calculate financed emissions for ten asset classes. 

Ш 

 
 

Each asset class has its own section covering methodological guidance on the following elements:32  

¶ Asset class definition  

¶ Emission scopes covered  

¶ Attribution of emissions  

¶ Equations to calculate financed emissions  

¶ Data required  

¶ Other considerations  

¶ Limitations 

 

Guidance for calculating absolute emissions is covered in each asset class method. Methods for 
calculating emission removals are provided in three asset classes: listed equity and corporate bonds, 

business loans and unlisted equity, and project finance.33 Methods for calculating financed avoided 

emissions are excluded from this standard. However, for financial institutions interested in reporting 
ŉŔŰċŰĦĲĬШċƻŸŔĬĲĬШĲůŔƚƚŔŸŰƚШůŸƖĲШŔŰŉŸƖůċƣŔŸŰШŔƚШƓƖŸƻŔĬĲĬШŔŰШÂ9 [ќƚШƚƨƓƓũĲůĲŰƣċũШŊƨŔĬċŰĦĲШŸŰШ[ŔŰċŰĦĲĬШ
avoided emissions and forward-looking metrics34. 

 

The asset classes covered by this PCAF Standard represent a majority of the portfolio of most financial 
institutions. PCAF recognizes that some financial products may not be covered. PCAF intends to continue 
to complement its Standard in the future, based on guidance from PCAF signatories, users and other 
standards and frameworks. Developing an accurate, comparable, feasible, and broad-based standard 
covering numerous asset classes will be an iterative process. 

 
32 These are the core elements in each asset class method. Some chapters include additional information, where relevant and specific to the asset class. 
33 Definitions of absolute emissions avoided emissions, and emission removals can be found in Chapter 2 and in the glossary (Chapter 7). 
34 xĲċƖŰШůŸƖĲШċĤŸƨƣШÂ9 [ќƚШ[ŔŰċŰĦĲĬШċƻŸŔĬĲĬШĲůŔƚƚŔŸŰƚШċŰĬШŉŸƖƽċƖĬ-looking metrics supplemental guidance 
https://carbonaccountingfinancials.com/standard 
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HOW TO CHOOSE THE RIGHT ASSET CLASS METHOD?  

How financed emissions are measured depends on the type of financing provided to the borrower and 
investee and what is known about the flow of the money. Financial institutions should use Figure 5-1 and 
the accompanying guidance to determine the appropriate asset class method. 

 

Figure 5-1. Guidance for choosing an approach to calculate financed emissions 

 
 

Figure 5-1 is structured as a step-by-step decision tree, where each step poses a Yes/No question. 
Financial institutions should work through it from top to bottom to arrive at the appropriate asset class 
method.  

 

ƚШŸƨƣũŔŰĲĬШŔŰШ9őċƓƣĲƖШΠЯШљŉŸũũŸƽШƣőĲШůŸŰĲǃњШŔƚШċШĦŸƖĲШƓƖŔŰĦŔƓũĲШŸŉШ]c]ШċĦĦŸƨŰƣŔŰŊШŸŉШŉŔŰċŰĦŔċũШċƚƚĲƣƚЮШ
Financial institutions should trace financial flows as far as possible to understand and account for the 
GHG emissions of lending and investments. The guidance below supports interpretation of each question 
in Figure 5.1 and helps identify the applicable PCAF methodology. 
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Step 1: Is the exposure debt and/or equity35?  

To answer Yes: The exposure represents a financial relationship where the institution provides capital 
through debt or equity instruments.  

 

To answer No: The exposure does not qualify as a financed asset under Part A у for example, derivatives, 
underwriting activities, or advisory services that do not create debt or equity exposure. These are out of 
scope for Part A and may be addressed in Part B (Facilitated Emissions) or Part C (Insurance-Associated 
Emissions) where applicable. 

 

Step 2: Are the proceeds allocated to specific assets? 

To answer Yes: There is clear evidence that proceeds are allocated to one or more specific underlying 
assets, such as an investment fund, labeled bond, mortgage or project. Proceed to Question 3b. 

 

To answer No: The financing is provided directly to the borrower or investee, with an unknown use of 
proceeds. Proceed to Step 3a. 

 

Step 3a: Classify based on customer segment. 

If the financing is provided directly to a borrower or investee, the financial institution should select the 
appropriate asset class method based on the customer segment (sovereign debt, sub-sovereign debt, 
listed equity/corporate bonds, or unlisted equity/business loans). 

 
General consumer finance not linked to a specific use of proceeds (e.g., credit cards or personal loans) is 
out of scope for Part A. 

 

Step 3b: Is the structure securitized? 

To answer Yes: The structure is legally distinct from the issuing entity and issues securities backed by 
identifiable loans, leases, or receivables (e.g., RMBS, CMBS, CLO, Auto ABS). Move to Question 4b to 
determine whether the structure is in scope for the Securitizations & Structured Products method. 

 

To answer No: The structure is not a securitization. Proceed to Step 4a, 

 

Step 4a: Does the use of proceeds structure have control over the underlying companies/projects? 

To answer Yes: Only use of proceeds structures that provide equity can have control over the underlying 
assets.36 In this case the underlying assets are generally consolidated on the balance sheet of the use of 
ƓƖŸĦĲĲĬƚШƚƣƖƨĦƣƨƖĲЮШ[ŸƖШůŸƖĲШĬĲƣċŔũĲĬШŔŰŉŸƖůċƣŔŸŰЯШƚĲĲШƚĲĦƣŔŸŰШћ]c]ШċĦĦŸƨŰƣŔŰŊШƣƖĲċƣůĲŰƣќШŔŰШƣőĲШÖƚĲШŸŉШ
Proceeds Structures method (subchapter 5.7). Proceed to Question 5b. 

 

 
35 Equity is defined as ownership in the company or project. Debt is defined as a financing instrument that requires repayment by the borrower. 
36 Control is used as a combined term here to refer to both the financial control and operational control approaches under the GHG Protocol Corporate 
Accounting and Reporting Standard. 
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To answer No: The use of proceeds structure does not control underlying assets (e.g. provides only debt). 
Proceed to Step 5a. 

 

Step 4b: Is the collateral real assets, corporate debt or receivables? 

To answer Yes: The securitization is backed by identifiable real assets (e.g. property), corporate debt (e.g. 
business loan or corporate bonds), or receivables (e.g. auto loans). Such structures are in scope for the 
Securitizations & Structured Products method, which fŸũũŸƽƚШċШљũŸŸť-ƣőƖŸƨŊőњШƣŸШƣőĲШƨŰĬĲƖũǃŔŰŊШĦŸũũċƣĲƖċũЮШ
Move to subchapter 5.8 for a detailed description of what is in scope and the accompanying decision tree 
for securitizations and structured products. 

 

To answer No: The securitization is not backed by real assets, corporate debt, or specified receivables, but 
for example, it is backed by credit card or student loan receivables, or home equity loans, or it is a public 
sector covered bond. A more detailed list is available in subchapter 5.8. Such structures are currently out 
of scope for Part A. 

 

Step 5a: Is the use of proceeds structure debt-based with one fully allocated asset?  

To answer Yes: The structure is debt-based and the financing is tied to a single, clearly identifiable 
underlying asset (e.g., a specific building, project, or vehicle). In this case, the exposure should be treated 
under the corresponding asset class methodology rather than as a use of proceeds structure. Proceed to 
Step 6. 

 

To answer No: The structure is not debt-based or the proceeds are allocated across multiple assets or 
projects without direct control. The exposure qualifies as a use of proceeds structure, which should be 
accounted for using the methodology described in subchapter 5.7. 

 
Step 5b: Classify based on customer segment. 

If the use of proceeds structure has control over the underlying companies or projects, it should be treated 
as a corporate-type investment. In this case, the financial institution should apply the appropriate asset 
class methodology based on the customer segment (listed equity/corporate bonds, unlisted 
equity/business loans, project finance). 

 

Step 6: Classify based on asset type. 

If the financing is linked to a single identifiable underlying asset, the financial institution should select the 
corresponding asset class method based on the type of asset financed (commercial real estate, residential 
mortgages, motor vehicle loans, or projects) 

 

Additional guidance on coverage  
Each asset class method currently only covers financial products that are on the balance sheet of the 
financial institution (i.e. the asset owner) at the fiscal year-end, but may also be applied by asset managers 
ůċŰċŊŔŰŊШċƚƚĲƣƚШŸŰШƣőĲШċƚƚĲƣШŸƽŰĲƖќƚШĤĲőċũŉ. This means that financed emissions from products such as 
revolving credit facilities, bridge loans, and letters of credit are only considered if there is outstanding 
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finance on the balance sheet of the financial institution at financial year-end. In a similar fashion, assets 
held for short durations or designated as held for sale are not included in the Financed Emissions 
Standard. PCAF may cover if and how to treat such financing in future editions of the Standard. 

 

The Financed Emissions Standard only provides guidance on the ten asset classes mentioned above. Table 
5-1 defines these asset classes, including information on the financial products being covered by the 
respective asset class and the location in the document where specific guidance can be found. 

 

The Financed Emissions Standard does not provide explicit guidance on methods to calculate financed 
emissions for every financial product including the following: exchange traded funds, derivatives (e.g., 
futures, options, swaps), and more. More detailed guidance on such financial products will be considered 
and potentially published in later editions of the Financed Emissions Standard. 

 
Table 5-1. List of asset classes 

Asset class Definition  Definition  
Listed Equity and 
Corporate Bonds 

This asset class includes all on-balance sheet listed and unlisted corporate 
bonds and all on-balance sheet listed equity37 that are traded on a market 
and are for general corporate purposes, i.e., unknown use of proceeds as 
defined by the GHG Protocol. 

Subchapter 
5.1 

Business Loans 
and Unlisted 
Equity 

This asset class comprises business loans and equity investments in private 
companies, also referred to as unlisted equity.  
Business loans include all on-balance sheet loans and lines of credit to listed 
and unlisted businesses, nonprofits, and any other structure of 
organization38and are for general corporate purposes, i.e., with unknown use 
of proceeds as defined by the GHG Protocol. Unlisted equity includes all on-
balance sheet equity investments to businesses, nonprofits, and any other 
structure of organization that are not traded on a market and are for general 
corporate purposes, i.e., with unknown use of proceeds as defined by the 
GHG Protocol. 

Subchapter 
5.2 

Project Finance This asset class includes all on-balance sheet loans or equities to projects or 
activities that are designated for specific purposes, i.e., with known use of 
proceeds as defined by the GHG Protocol and is self-contained (i.e. the 
project has its own budget). The financing is designated for a defined activity 
or set of activities, such as the construction and operation of a gas-fired 
power plant, a wind or solar project, or energy efficiency projects. 

Subchapter 
5.3 

Commercial Real 
Estate 

This asset class includes on-balance sheet loans for specific corporate 
purposes, namely the purchase and refinance of commercial real estate 
(CRE), and on-balance sheet investments in CRE when the financial 
institution has no operational control over the property. This definition 
implies that the property is used for commercial purposes, such as retail, 
hotels, office space, industrial, or large multifamily rentals. In all cases, the 
owner of the building uses the property to conduct income-generating 
activities. 

Subchapter 
5.4 

Mortgages This asset class includes on-balance sheet loans for specific consumer 
purposes - namely the purchase and refinance of residential property, 
including individual homes and multi-family housing with a small number of 
units. This definition implies that the property is used only for residential 
purposes and not for commercial activities. 

Subchapter 
5.5 

 
37 Listed equity refers to equity that is traded on a stock exchange or another securities exchange 
38 This also includes governmental-owned enterprises (e.g., state-owned companies such as municipal energy or public transport providers), while loans 
to governments themselves are excluded. Loans to governments is covered under Sovereign Debt asset class.  
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Motor Vehicle 
Loans 

This asset class refers to on-balance sheet loans and lines of credit to 
businesses and consumers for specific (corporate or consumer) purposes - 
namely the finance one or several39 motor vehicles. 

Subchapter 
5.6 

Use of Proceeds 
Structures  

This method includes all on-balance sheet debt and equity to use of 
proceeds structures. Use of proceeds structures contain a pool of one or 
multiple underlying assets, which may belong to any asset class. This 
subchapter introduces guidance to allow financial institutions to account for 
the specific assets being financed. 

Subchapter 
5.7 

Securitizations 
and Structured 
Products 

This method covers securitized and structured products which are backed by 
identifiable loans, leases, or other income-generating assets. Typically, the 
collateral pool is sold to a bankruptcy-remote special-purpose vehicle (SPV) 
or similar entity, or referenced and the vehicle issues bonds to investors 
secured on the collateral. It encompasses both public and private asset-
backed structures. The underlying collateral may include various asset types, 
and an evaluation of these assets must be performed to determine the 
applicable financed emissions methodology. 

Subchapter 
5.8 

Sovereign Debt This asset class includes sovereign bonds and sovereign loans of all 
maturities issued in domestic or foreign currencies. Both sovereign loans and 
bonds lead to the transfer of funds to the country, which in turn creates a 
debt obligation to be repaid by the borrowing country. 

Subchapter 
5.9 

Sub-sovereign 
Debt 

This asset class includes bonds and loans issued by public authorities below 
the national level у such as states, provinces, regions, cities, or 
municipalities у in either domestic or foreign currency. 

Subchapter 
5.10 

 
 

 

 

 

 

 

 

 
39 A single loan might cover the purchase of several vehicles or fleets. In any case, the methodology presented in this chapter should be used. 
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Listed equity and 
corporate bonds 
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5.1 Listed equity and corporate bonds  
 

ASSET CLASS DEFINITION 

This asset class includes all on-balance sheet listed and unlisted corporate bonds and all on-balance 

sheet listed equity40 that are traded on a market and are for general corporate purposes (i.e., unknown use 

of proceeds as defined by the GHG Protocol). 

 

These include:  

¶ All types of corporate bonds for general corporate purposes  

¶ Common stock  

¶ Preferred stock  

 
For indirect investments (e.g., investments in funds) that incorporate listed equity and bonds, the 
methodological approach is the same provided the information on the individual holdings is available. 

 

Derivative financial products (e.g., futures, options, swaps) are not covered by this asset class. The same 
holds for short and long positions or special cases of underwriting such as IPO underwriting. Guidance on 
such financial products may be published in later editions of the Financed Emissions Standard.  

 

Assets held for short durations and designated as held for sale are not in scope. These assets may include, 
but not be limited to, trading account assets and debt securities carried at fair value.  

 

Equity investments in private companies are not covered by this asset class because that is finance not 
traded on a market. For more information on equity investments in private companies, please refer to the 
business loans and unlisted equity asset class. 

 

EMISSION SCOPES COVERED 

Financial institutions shall report the absolute scope 1, scope 2 and scope 3 emissions of borrowers and 
investees across all sectors. Financial institutions shall  separately disclose absolute scope 3 emissions 
from scope 1 and 2 emissions of borrowers and investees.  

 

Box 5.1-ΝЮШÂ9 [ќƚШŉŸƖůĲƖШƓőċƚĲ-in approach to scope 3 emissions reporting for financial institutions  

In previous versions of the Global GHG Accounting and Reporting Standard, for reporting the scope 3 
emissions of borrowers and investees, PCAF followed a phase-in approach which required scope 3 
reporting for lending to and making investments in companies depending on the sector in which they are 
active, i.e., where they earn revenues. This phase-in approach has been completed, meaning that for 
reports published in 2025 onwards, scope 3 emissions reporting is required for all sectors. 
 

 
40 Listed equity refers to equity that is traded on a stock exchange or another securities exchange. 
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PCAF acknowledges that, to date, the comparability, coverage, transparency, and reliability of scope 3 
data still varies greatly per sector and data source. By requiring scope 3 reporting for all sectors over time, 
PCAF seeks to make scope 3 emissions reporting more common by improving data availability and quality 
over time. Financial institutions shall  explain if they are not able to report the required scope 3 emissions 
because of data availability or uncertainty.  

 

Table 5.1-1. Previous PCAF phase-in approach for scope 3 emissions inclusion  

Phase-in period NACE Level 2 (L2) sectors considered 

For reports published in 2021 onwards At least energy (oil & gas) and mining (i.e., NACE L2: 05-09, 19, 20) 

For reports published in 2023 onwards At least transportation, construction, buildings, materials, and 
industrial activities (i.e., NACE L2: 10-18, 21-33, 41-43, 49-53, 81) 

For reports published in 2025 onwards Every sector 

 

Since, starting with reports published in 2025, scope 3 emissions reporting is required for all sectors, this 
also holds for scope 3 emissions related to loans and investments into the financial sector. PCAF 
recognizes this may lead to double counting, similar to other types of double counting in scope 3. For that 
reason, separate reporting of financed emissions to the financial sector is recommended. In the case of 
two financial institutions provide mutual loans/investments, financial institutions may account for the 
ŸƣőĲƖШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚќШĲůŔƚƚŔŸŰƚШƽŔƣőŸƨƣШƣċťŔŰŊШċĦĦŸƨŰƣШƣőĲШƖĲƻĲƖƚĲШũŸċŰоŔŰƻĲƚƣůĲŰƣШƣŸШƓƖĲƻĲŰƣШ
calculation loops. 

 

ATTRIBUTION OF EMISSIONS 

As a basic attribution principle, the financial institution accounts for a portion of the annual emissions of 
ƣőĲШŉŔŰċŰĦĲĬШĦŸůƓċŰǃШĬĲƣĲƖůŔŰĲĬШĤǃШƣőĲШƖċƣŔŸШĤĲƣƽĲĲŰШƣőĲШŔŰƚƣŔƣƨƣŔŸŰќƚШŸƨƣƚƣċŰĬŔŰŊШċůŸƨŰƣШыŰƨůĲƖċƣŸƖьШ

and the value of the financed company (denominator). This ratio is called the attribution factor.41 

1. Outstanding amount (numerator):  This is the actual outstanding amount in listed equity or 
corporate bonds. It should be defined in line with the denominator. Therefore, the value of 
outstanding listed equity is defined based on its market value (i.e., market price times number of 
shares), and the value of outstanding corporate bonds is defined based on the book value of the 
debt that the borrower owes to the lender. Financial institutions should either use the calendar or 
financial year-end outstanding amount, provided the approach is communicated clearly and used 
consistently. 

2. Company value (denominator): For all listed companies, this is the enterprise value including 
cash (EVIC) of the respective company. Only for traded bonds to private companies this is the sum 

 
41 The attribution factor calculation is, in principle, only possible for listed equity and corporate bonds where financial data specific to the borrower or 
investee is available. For listed equity and corporate bonds where such data is unavailable, the attribution factor cannot be calculated, but rough 
estimations on attribution can still be made based on region- and sector-specific average financial data and the outstanding amount. This is explained in 
more detail in the Equations to calculate financed emissions and Data required sections below (see Option 3b and Option 3c). 
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of total company equity42 and debt,43 ƽőŔĦőШĦċŰШĤĲШŉŸƨŰĬШŸŰШƣőĲШĦũŔĲŰƣќƚШĤċũċŰĦĲШƚőĲĲƣЯШċƚШŰŸШ
market value for equity is available.44 

 

For listed companies: 
 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὉὲὸὩὶὴὶὭίὩ ὠὥὰόὩ ὍὲὧὰόὨὭὲὫ ὅὥίὬ
 

 

For bonds to private companies: 
 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ
 

(with c = borrower or investee company) 

 

EVIC is defined as: The sum of the market capitalization of ordinary shares at fiscal year-end, the market 

capitalization of preferred shares at fiscal year-end, and the book values of total debt45 ċŰĬШůŔŰŸƖŔƣŔĲƚќШ

interests. No deductions of cash or cash equivalents are made to avoid the possibility of negative 

enterprise values.46 

 

PCAF chose to align the definition of EVIC with the definition provided by the: 

1. EU TEG in its Handbook of Climate Transition Benchmarks, Paris-Aligned Benchmark and 
7ĲŰĦőůċƖťƚќШEÉ]Ш?ŔƚĦũŸƚƨƖĲ47  

2. Commission Delegated Regulation (EU) 2020/1818 of 17 July 2020 Supplementing Regulation (EU) 
2016/1011 of the European Parliament and of the Council as regards minimum standards for EU 
Climate Transition Benchmarks and EU Paris-aligned Benchmarks, which says EVIC should be 
used to determine the GHG intensities for the benchmarks.  

 
42 fŰШĦċƚĲƚШƽőĲƖĲШƣőĲШƣŸƣċũШĦŸůƓċŰǃШĲƕƨŔƣǃШƻċũƨĲШċĦĦŸƖĬŔŰŊШƣŸШƣőĲШĦũŔĲŰƣќƚШĤċũċŰĦĲШƚőĲĲƣШŔƚШŰĲŊċƣŔƻĲЯШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШshall set total equity to 0; this 
means that all emissions are attributed to debt only, while no emissions are attributed to equity investments. Such cases can happen when the retained 
earnings are negative while at the same time being higher than the other equity components on the balance sheet of the clientуe.g., this often holds for 
startups that have high negative profits during their first years of operation. By this approach, for those companies that are doing well (i.e., they have high 
retained earnings), financial institutions attribute more emissions to equity providers; for those companies doing poorly (i.e., they have high retained 
losses), financial institutions attribute more emissions to debt providers. This is in line with the attribution factor rationale for listed companies, where 
the equity part of EVIC (i.e., market capitalization) also implicitly reflects retained earnings and losses (e.g., if retained earnings increase, the share price 
and market capitalization generally also increase). 
43 Total debt includes both current and long-term debt on the balance sheet. 
44 fŉШƣŸƣċũШĬĲĤƣШŸƖШƣŸƣċũШĲƕƨŔƣǃШĦċŰŰŸƣШĤĲШŸĤƣċŔŰĲĬШŉƖŸůШċШĦũŔĲŰƣќƚШĤċũċŰĦĲШƚőĲĲƣШŉŸƖШƽőċƣĲƻĲƖШƖĲċƚŸŰШыĲЮŊЮЯШŉŸƖШƚŸůĲШŔƣШůŔŊőƣШĤe difficult to obtain these 
values), financial institutions are allowed to fall back to the total balance sheet value (i.e., the sum of total equity and liabilities, which is equal to the 
ĦũŔĲŰƣќƚШƣŸƣċũШċƚƚĲƣƚьШƽŔƣőШƣőĲШŔŰƣĲŰƣŔŸŰШŸŉШŔůƓƖŸƻŔŰŊШƣőŔƚШĬċƣċШƕƨċũŔƣǃШŔŰШƣőĲШŉƨƣƨƖĲЮ 
45 In its EVIC definition, the EU ÑĲĦőŰŔĦċũШEǂƓĲƖƣШ]ƖŸƨƓШыÑE]ьШƖĲŉĲƖƚШƣŸШљƣőĲШĤŸŸťШƻċũƨĲƚШŸŉШƣŸƣċũШĬĲĤƣњШċƚШŔŰĦũƨĬŔŰŊШċũũШĬĲĤƣШũŔƚƣĲĬШŸŰШƣőĲШĦŸůƓċŰǃќƚШ
balance sheet. This interpretation encompasses both interest-bearing and non-interest-bearing liabilities. Some accounting definitions may exclude 
non-interest-bearing items such as accounts payable and accrued liabilities, focusing instead on interest-bearing financial obligations. In cases where 
no information non-interest-bearing debt is available PCAF recommends to follow its precautionary principle (see next footnote), exclude this element 
from the total debt calculation. 
46 This is the standard definition of EVIC as provided by the EU TEG. For consistency reasons, PCAF decided to align with this definition to ensure 
maximum alignment on metrics in the market, which also enables data providers to collect data in a consistent way. In reality, specific elements of EVIC 
might not be readily available because data providers are still working on aligning their data with this definition. For cases where data is missing, the EU 
TEG (pg. 16 in its handbook of climate-related benchmarksьШƖĲĦŸůůĲŰĬƚШĦŸŰĬƨĦƣŔŰŊШĦŸƖƓŸƖċƣĲШ]c]ШĬċƣċШĲƚƣŔůċƣŔŸŰƚШĤċƚĲĬШŸŰШƣőĲШÖ ќƚШыΝΦΦΞьШ
ƓƖĲĦċƨƣŔŸŰċƖǃШƓƖŔŰĦŔƓũĲаШљfŉШŔŰШĬŸƨĤƣЯШĲƖƖШŸŰШƣőĲШƚŔĬĲШŸŉШƣőĲШƓũċŰĲƣШŰŸƣШƣőĲШƚŔĬĲШŸŉШƣőĲШĦŸůƓċŰǃЮњШ[ŸũũŸƽŔŰŊШƣőŔƚШƓƖĲĦċƨƣŔŸŰċry approach for EVIC 
calculations, financial institutions can decide to exclude elements of the EVIC (e.g., minority interests or certain elements of the book value of debt) as 
this would lead to a slightly lower EVIC and higher attribution of financed emissions to their own outstanding amount. These slight deviations from the 
standard EVIC definition are allowed as long as: (1) they are in line with this precautionary principle, and (2) the basis of the EVIC definition still includes 
the market value of equity (market capitalization) plus the total book value of debt of any given company. 
47 (EU Technical Expert Group on Sustainable Finance, 2019) 
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Box 5.1-2 further clarifies the rationale for using EVIC in the attribution factor of listed equity and corporate 
bonds. 

 

Box 5.1-2. Rationale for EVIC as denominator in the attribution factor  

As described in Subchapter 4.2 of the Standard, PCAF applies the same general attribution principles 
across all asset classes even though the actual equations and underlying (financial) data sources might 
differ per asset class. This principle defines that the attribution factor for all asset classes is calculated by 
determining the attribution factor of the outstanding amount of a financial institution over the total equity 
and debt of the company, project, property, etc. in which the financial institution is invested. Applying this 
principle means that, for the attribution of listed companies, a metric needed to be defined that includes 
both the equity and debt of a listed company. 

  

EVIC was selected as the attribution metric for listed equity and corporate bonds because it 

¶ Includes both equity and debt in line with PCAF attribution principles and other asset classes, 
ensuring alignment with similar asset classes (e.g., business loans).  

¶ fƚШċШĦŸůůŸŰШůĲƣƖŔĦШŔŰШƣőĲШŉŔŰċŰĦŔċũШƚĲĦƣŸƖШŸŉШċШĦŸůƓċŰǃќƚШƣŸƣċũШƻċũƨĲШċŰĬШŔƚШĲǂƓĲĦƣĲĬШƣŸШŊċŔŰШůŸƖĲШ
dominance because of its adoption by the EU TEG and the benchmark regulation.  

¶ Is based on company data (market value of equity and total book value of debt), which is generally 
available to financial institutions and data providers. The availability of this data is expected to be 
further improved due to the EU climate benchmarks regulation, which will stimulate data providers 
to collect EVIC data.  

¶ Includes market valuation of equity, which is the most common approach in the financial sector to 
determine company ownership.  

¶ Avoids issues with negative enterprise values due to the inclusion of cash (not deducting cash as in 
the regular enterprise value definition) as well as issues with attributing more than 100% of a 
ĦŸůƓċŰǃќƚШĲůŔƚƚŔŸŰƚШƣŸШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚЮ 

The simplified example below highlights how EVIC ensures 100% attribution of company emissions by not 
deducting cash. 

 

Example Company: Equity = 50, Debt=50, Cash=20 

Approaches Enterprise value Attribution to equity  Attribution to debt  Total  

EV excl. cash 
(standard) 

50 + 50 - 20 = 80 50 /80 = 63% 50 / 80 = 63% > 100% 

EV incl. cash 50 + 50 = 100 50 / 100 = 50% 50 / 100 = 50% 100% 

 

 

For loans and investments into other financial institutions, the book value of debt (which is part of total 
equity + debt for private companies and part of EVIC for listed companies) includes customer deposits as 
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these form a substantial part of the funding base and facilitate the economic activities of financial 
institutions similar to debt and equity. 

 

EQUATIONS TO CALCULATE FINANCED EMISSIONS 

The financed emissions of a loan or investment in a company are calculated by multiplying the attribution 
factor by the emissions of the respective borrower or investee company. The total financed emissions of a 

listed equity and corporate bonds portfolio are calculated as follows48: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲί 

(with c = borrower or investee company) 

 

The attribution factor represents the proportional share of a given company уthat is, the ratio of the 
outstanding amount to EVIC for listed companies and the total equity and debt for bonds to private 
companies: 

 
For listed companies: 
 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὉὲὸὩὶὴὶὭίὩ ὠὥὰόὩ ὍὲὧὰόὨὭὲὫ ὅὥίὬ
 ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲί 

 
For bonds to private companies: 
 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί 
ὕόίὸὥὲὨὭὲὫ ὥάέόὲὸ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ
 ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲί 

 

The financed emissions from listed equity and corporate bonds can be calculated in different ways 
depending on the availability of financial and emissions data specific to the borrower and investee. Overall, 
PCAF distinguishes three different options to calculate the financed emissions from listed equity and 
corporate bonds depending on the emissions data used: 

¶ Option 1: reported emissions , where verified49 or unverified50 emissions are collected from the 
borrower or investee company directly (e.g., company sustainability report) or indirectly via verified 
third-party data providers (e.g., CDP) and then allocated to the reporting financial institutions using 
the attribution factor.  

¶ Option 2: physical activity -based emissions, where emissions are estimated by the reporting 
financial institution based on primary physical activity data collected from the borrower or investee 

 
48 Wherein a financial institution is lending to or investing in a subsidiary of a larger entity, the attribution should be accounted at the subsidiary level 
ċĦĦŸƖĬŔŰŊШƣŸШƣőĲШљŉŸũũŸƽШƣőĲШůŸŰĲǃњШƓƖŔŰĦŔƓũĲЯШŔŉШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШőċƚШĤċũċŰĦĲШƚőĲĲƣШŔŰŉŸƖůċƣŔŸŰШŸŰШƣőĲШƚƨĤƚŔĬŔċƖǃЮШfŉШƣőĲШƚƨĤƚŔĬŔċƖǃќƚШĤċũċŰĦĲШ
sheet is unavailable, the financial institution should calculate the attribution factor based on the total balance sheet of the entity to whom the financial 
institution has recourse for repayment of the loan 
49 This refers to reported emissions being calculated in line with the GHG Protocol and verified by a third-party auditor. 
50 This refers to reported emissions being calculated in line with the GHG Protocol without verification by a third-party auditor. Unverified reported 
emissions can be calculated by either an external party or by the borrower or investee company itself. 
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company (e.g., megawatt-hours of natural gas consumed or tons of steel produced) and then 
allocated to the reporting financial institution using the attribution factor. The emissions data should 
be estimated using an appropriate calculation methodology or tool with verified emission factors 
expressed per physical activity (e.g., tCO2 e/MWh or tCO2 e/t of steel) issued or approved by a 
credible independent body.  

¶ Option 3: economic activity -based emissions, where emissions are estimated by the reporting 
financial institution based on economic activity data collected from the borrower or investee 
company (e.g., euro/dollar of revenue or euro/dollar of sectoral assets) and then allocated to the 
reporting financial institution using the attribution factor. The emissions data should be estimated 
using official statistical data or acknowledged environmentally extended input-output (EEIO) tables 
providing region- or sector-specific average emission factors expressed per economic activity (e.g., 
tCO2 ĲоқШŸƖШҘШŸŉШƖĲƻĲŰƨĲШŸƖШƣ9§2 ĲоқШŸƖШҘШŸŉШƚĲĦƣŸƖċũШċƚƚĲƣƚьЮ51 

 

DATA REQUIRED 

PCAF distinguishes three options to calculate the financed emissions from listed equity and corporate 
bonds depending on the emissions data used:  

¶ Option 1: reported emissions  

¶ Option 2: physical activity-based emissions  

¶ Option 3: economic activity-based emissions 

 

While Options 1 and 2 are based on company-specific reported emissions or primary physical activity data 
provided by the borrower or investee or third-party data providers, Option 3 is based on region- or sector-
specific average emissions or financial data obtained from public data sources such as statistics or data 

from other third-party providers.52  

 

Options 1 and 2 are preferred over Option 3 from a data quality perspective because they provide more 
accurate emissions results to a financial institution. Due to data limitations, financial institutions might use 
Option 1 or 2 for certain companies and Option 3 for others. The data quality mix shall be reflected in the 
average data quality score, as Chapter 6 illustrates. 

 

Table 5.1-2 provides data quality scores for each of the described options and sub-options (if applicable) 
that can be used to calculate the financed emissions for listed equity and corporate bonds. 

 

 

 

 

 
51 Sampling tests based on actual data on the company level extrapolated to the portfolio level can help to test the accuracy of calculations based on this 
data from statistics or EEIO tables. This may also be used to refine the data for specific sectors or regions if the reporting financial institution has a strong 
presence in and specific knowledge of the respective sector or region. National agencies and regional data providers or statistical offices in individual 
regions may assist reporting financial institutions and investee companies in various regions in finding regional and more relevant financial or emissions 
data information. 
52 §ƓƣŔŸŰШΝШċŰĬШ§ƓƣŔŸŰШΞШƽĲƖĲШĦċũũĲĬШљ ƓƓƖŸċĦőШΝаШĦŸůƓċŰǃШƚƓĲĦŔŉŔĦШċƓƓƖŸċĦőњШċŰĬШ§ƓƣŔŸŰШΟШƽċƚШĦċũũĲĬШљ ƓƓƖŸċĦőШΞаШÉĲĦƣŸƖоƖĲŊŔŸŰШaverage 
ċƓƓƖŸǂŔůċƣŔŸŰњШŔŰШƣőĲШƖĲƓŸƖƣШƓƖŸĬƨĦĲĬШĤǃШƣőĲШÂ9 [Ш?ƨƣĦőШƣĲċůаШыÂ9 [ЯШΞΜΝΦь. 
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Table 5.1-2. General description of the data quality score table for listed equity and corporate bonds  
(score 1 = highest data quality; score 5 = lowest data quality) 

Data Quality Options to estimate  
the financed emissions  

When to use each option 

Score 1 Option 1: Reported 
emissions 

1a Outstanding amount in the company and EVIC or Total 
debt and equity are known. Verified emissions of the 
company are available. 

Score 2 1b Outstanding amount in the company and EVIC or Total 
debt and equity are known. Unverified emissions 
calculated by the company are available. 

Option 2: Physical 
activity -based 
emissions 

2a53 Outstanding amount in the company and EVIC or Total 
debt and equity are known. Reported company emissions 
are not known. Emissions are calculated using primary 
physical activity data of the ĦŸůƓċŰǃќƚШĲŰĲƖŊǃШ
consumption  and emission factors54 specific to that 
primary data. Relevant process emissions are added. 

Score 3 2b Outstanding amount in the company and EVIC or Total 
debt and equity are known. Reported company emissions 
are not known. Emissions are calculated using primary 
physical activity data of the ĦŸůƓċŰǃќƚШƓƖŸĬƨĦƣŔŸŰ and 
emission factors specific to that primary data. 

Score 4 Option 3: Economic 
activity -based 
emissions 

3a Outstanding amount in the company, EVIC or Total debt 
and equity, and the ĦŸůƓċŰǃќƚШƖĲƻĲŰƨĲ55 are known. 
Emission factors for the sector per unit of revenue are 
known (e.g., tCO2 e per euro or dollar of revenue earned in 
a sector). 

Score 5 3b Outstanding amount in the company is known. Emission 
factors for the sector per unit of asset (e.g., tCO2 e per 
euro or dollar of asset in a sector) are known. 

3c Outstanding amount in the company is known. Emission 
factors for the sector per unit of revenue (e.g., tCO2 e per 
euro or dollar of revenue earned in a sector) and asset 
turnover  ratios  for the sector are known. 

 

A detailed summary of the data quality score table, including data needs and equations to calculate 
financed emissions, is provided in Annex 10.1 (Table 10.1-1). Data for all three options in Table 5.1-2 can 
be derived from different data sources. 

 

 
 

 
53 The quality scoring for the Option 2a is only possible for/applicable to scope 1 and scope 2 emissions as scope 3 emissions cannot be estimated by 
this option. Other options can be used to estimate the scope 3 emissions, however. 
54 Supplier-specific emission factors or market-based emission factors (e.g., from electricity provider) for the respective primary activity data are always 
preferred over non-supplier-specific emission factors. 
55 If revenue is not deemed a suitable financial indicator for estimating the emissions of a company in a certain sector, one can apply other suitable 
financial indicators as a proxy. If an alternative indicator is used, the reasoning for the selection of this alternative indicator should be made transparent. 
The data quality score will not be affected. 
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Official company filings  
Where available, PCAF recommends using emissions data reported by companies, given the data fully 
ĦŸƻĲƖƚШċШĦŸůƓċŰǃќƚШĲůŔƚƚŔŸŰƚ-generating activities disclosed in official filings and environmental reports. 
The most recent available data should be used with reference to the data source, reporting period, or 
publication date. Using this data is in line with Option 1. 

 
Data providers (Option 1)  
For Option 1 (reported emissions), PCAF recommends either collecting emissions from the borrower or 
investee company directly (e.g., company sustainability report) or third-party data providers, such as CDP, 
Bloomberg, MSCI, Sustainalytics, S&P/Trucost, and ISS ESG. Data providers typically make scope 1 and 2 
emissions data available. PCAF encourages using the most recent available data and to mention the data 
source, reporting period, or publication date.  

 

Data providers collect emissions data as reported by the companies themselves, either through a 
ƚƣċŰĬċƖĬŔǍĲĬШŉƖċůĲƽŸƖťШƚƨĦőШċƚШ9?ÂШŸƖШƣőƖŸƨŊőШċШĦŸůƓċŰǃќƚШŸƽŰШĬŔƚĦũŸƚƨƖĲƚШŔŰШŸŉŉŔĦŔċũШŉŔũŔŰŊƚШċŰĬШ
environmental reports. They often have their own methodologies ƣŸШĲƚƣŔůċƣĲоĦċũĦƨũċƣĲШĦŸůƓċŰŔĲƚќШ
emissions, especially if this data is not reported. In this case, the calculation would be in line with Options 
2 or 3, assuming the methodology used is in line with the GHG Protocol. Financial institutions should ask 
data providers to be transparent, disclose the calculation method they use, and confirm alignment with the 
GHG Protocol. This will enable financial institutions to apply the proper score to the data. PCAF also 
encourages data providers to apply the PCAF scoring method to their own data, which would allow them to 
share the data quality scores directly with their clients.  

 

PCAF does not recommend a preferred data vendor. PCAF recommends using data providers that use the 
standardized CDP framework and suggests data providers disclose the data quality score according to the 

scoring hierarchy in Table 5.1-2.56 When using data providers, PCAF recommends using the same provider 

for all equity and bonds due to the variability of scope 1 and 2 emissions observed by providers. 

 
Estimation models (Option 2 and 3)  
Not all companies disclose their emissions data in official filings or through data providers. Reporting in 
emerging markets often lags that of developed markets. To maximize the coverage of emissions data, the 
remaining gaps are often filled with estimates.  

 

If no data is available, estimation models consistent with the emissions from the primary business activity 
may be used. Emission factors from production-based models (i.e., emission intensity per physical 
activity) are preferred over emission factors from revenue-based models (i.e., emission intensity per 
revenue) because the former are less sensitive to fluctuations in exchange rates or commodity prices. 
Emission factors from production-based models in line with Option 2 are especially useful for emission-
intensive industries like utilities, materials, energy, and industrials. Emission factors from revenue-based 
models in line with Option 3 (e.g., intensity-based or environmental input-output models) have the 
advantage of requiring less detailed data from the financial institution. 

 
56 More information about CDP can be found at: https://www.cdp.net/en 
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For Option 2 (physical activity-based emissions), PCAF recommends using actual energy consumption 
(e.g., megawatt-hours of natural gas consumed) or production (e.g., tons of steel produced) data reported 
by companies, given the data fully covers the companǃќƚШĲůŔƚƚŔŸŰƚ-generating activities. The emission 
factors expressed per physical activity used should be based on appropriate and verified calculation 
methodologies or tools issued or approved by a credible, independent institution. Example data sources 
for retrieving emission factors are ecoinvent,57 Defra,58 Intergovernmental Panel on Climate Change 
(IPCC),59 GEMIS (Global Emissions Model for integrated Systems),60 and Food and Agriculture Organization 
of the United Nations (FAO) 61. The most recent available data should be used, including a mention of the 
data source, reporting period, or publication date. 

 

For Option 3 (economic activity-based emissions), PCAF recommends using official statistical data or 
acknowledged EEIO tables providing region- or sector-specific average emission factors expressed per 
economic activity (e.g., tCO2 ĲоқШŸƖШҘШŸŉШƖĲƻĲŰƨĲШŸƖШƣ9§2 ĲоқШŸƖШҘШŸŉШƚĲĦƣŸƖċũШċƚƚĲƣƚьЮШ[ŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШ
should use emission factors that are as consistent as possible with the primary business activity financed. 
For example, for a business loan to a paddy rice farmer the financial institution should seek to find and use 
a sector-specific average emission factor for the paddy rice sector and not an emission factor for the 
agricultural sector in general. Also, for loans to other financial institutions (if PCAF-aligned reported 
numbers are not available) the financed scope 3 category 15 emissions can be estimated based on a data 
quality score 5 approach. This may involve assessing the sectoral distribution of the financial institution, 
receiving the loan and applying appropriate emission factors from EEIO databases. If sectoral breakdowns 
are unavailable, the financed scope 3 category 15 emissions can be estimated by applying an economy-
wide average emission factor to the total portfolio value.  

 

Example EEIO databases that can be used to obtain such emission factors are EXIOBASE,62 CEDA,63 

GTAP,64 or WIOD.65 Â9 [ќƚШƽĲĤ-based emission factor database provides a large set of emission factors 

for Options 2 and 3. The database, which is currently available only to PCAF signatories, can help financial 
institutions get started by estimating the financed emissions of their investments.  

 

PCAF expects that the financed emissions for most listed equity and corporate bonds can be derived 
through either reported emissions (Option 1), physical activity data (Option 2), or economic activity data 
(Option 3). If none of the specified options are applicable, PCAF allows the use of alternative options to 
calculate emissions. Any deviation from the specified options shall be accompanied by an explanation 
from the reporting financial institution. 

 

 

 

 
57 More information can be found at: https://www.ecoinvent.org/ 
58 More information can be found at: https://www.gov.uk/government/publications/greenhouse-gas-reporting-conedition-factors-2019 
59 More information can be found at: https://www.ipcc-nggip.iges.or.jp/EFDB/find_ef.php 
60 More information can be found at: http://iinas.org/gemis-download.html 
61 More information can be found at: http://www.fao.org/partnerships/leap/database/ghg-crops/en 
62 More information can be found at: https://www.exiobase.eu 
63 More information can be found at: https://watershed.com/solutions/ceda 
64 More information can be found at: https://www.gtap.agecon.purdue.edu 
65 More information can be found at: http://www.wiod.org 
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EMISSION REMOVALS 

9ŸůƓċŰŔĲƚШŔŰШċŰШ[fќƚШƓŸƖƣŉŸũŔŸШƚőŸƨũĬШƖĲƓŸƖƣШŸŰШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚЯШƽőĲƣőĲƖШŰċƣƨƖĲ- or technology-

based,66 as part of their GHG reporting. Reporting should follow existing GHG Protocol guidance, and 

emission removals shall be reported separately from both absolute emissions and any carbon credits 
retired and generated.  

 

Carbon credits generated by companies should be reported, and carbon credits retired may be reported. 
These figures can provide transparency and context for the financed emissions and removals. Ultimately, 
the goal of the PCAF Financed Emissions Standard is to transparently report the total emissions impacts of 
lending and investments, not diluted by credits retired or generated.  

 

[fƚШĦċŰШĦċũĦƨũċƣĲШċƣƣƖŔĤƨƣŔŸŰШŸŉШĦŸůƓċŰŔĲƚќШƖĲƓŸƖƣĲĬШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚШƨƚŔŰŊШƣőĲШĲǂŔƚƣŔŰŊШċƣƣƖŔĤƨƣŔŸŰШũŸŊŔĦШ
ƚĲƣШŸƨƣШŔŰШƣőŔƚШĦőċƓƣĲƖШыƚĲĲШŉŸƖůƨũċШĤĲũŸƽьбШƣőŔƚШƚċůĲШũŸŊŔĦШċƓƓũŔĲƚШƣŸШċŰǃШċƣƣƖŔĤƨƣŔŸŰШŸŉШĦŸůƓċŰŔĲƚќШ
reported credits retired or generated. 

 

ὉάὭίίὭέὲ ὶὩάέὺὥὰί
ὕόὸίὸὥὲὨὭὲὫ ὭὲὺὩίὸάὩὲὸ

ὉὠὍὅ έὶ Ὕέὸὥὰ ὧέάὴὥὲώ ὩήόὭὸώὨὩὦὸ
 ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲ ὶὩάέὺὥὰί 

(with c = borrower or investee company) 
 

 

Example accounting т a portfolio of different companies  
An FI invests into multiple companies with different emissions profiles as illustrated in the following table. 
All numbers are in tCO2 e for the reporting year 2020 and are dummy data for the purpose of this example. 

 
Table 5.1-3: Example of data input for calculating a portfolio of different companies  

 Scope 1 Scope 2 Scope 3 Emission 
removals 

Carbon 
credits 
retired  

Carbon 
credits 
generated 

Attribution 
factor  

Forestry 
company 

1,000 100 5,000 20,000 0 5,000 10% 

Industrial 
company 

20,000 5,000 30,000 0 25,000 0 25% 

Energy 
company 

5,000 0 10,000 1,000 5,000 500 20% 

 
The portfolio contains a forestry company that sells carbon credits based on its forestry activities, an 
industrial company that buys carbon credits based on forestry activities, and a green energy company that 
builds renewable energy plants combined with afforestation activities. The FI would report aggregated 
numbers for this portfolio per the table below. This table sums the attributed emissions and credits of the 

 
66 Note that new GHG Protocol guidance is being developed on accounting for land sector activities and CO2 removals in corporate GHG inventories, 
building on the Corporate Standard and Scope 3 Standard. Draft guidance for this is expected in 2022. Where necessary, the PCAF Global Standard will 
be updated in line with the final version of the new GHG Protocol guidance 
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forestry, industrial, and energy companies from the table above. Note that reporting carbon credits retired 
by clients is optional. 

 

Table 5.1-4: Calculation example portfolio of different companies  

Based on companies in above table Calculation  Total portfolio number  

Scope 1 т Absolute emissions 1,000 x 10% + 20,000 x 25% + 5,000 x 20% 6,100 

Scope 2 т Absolute emissions 100 x 10% + 5,000 x 25% 1,260 

Scope 3 т Absolute emissions 5,000 x 10% + 30,000 x 25% + 10,000 x 20% 10,000 

Emission removals 20,000 x 10% + 1,000 x 20% 2,200 

Carbon credits retired  25,000 x 25% + 5,000 x 20% 7,250 

Carbon credits generated 5,000 x 10% + 500 x 20% 600 

 
FIs may further subdivide these overall reporting categories into subcategories. For example, carbon 
ĦƖĲĬŔƣƚШƖĲƣŔƖĲĬШůċǃШĤĲШŉƨƖƣőĲƖШƖĲƓŸƖƣĲĬШƚĲƓċƖċƣĲũǃШĤǃШƚƓĲĦŔŉŔĦШƣǃƓĲШŸŉШĦƖĲĬŔƣШыĲЮŊЮЯШĲůŔƚƚŔŸŰƚШљċƻŸŔĬċŰĦĲњШ

ƻĲƖƚƨƚШљƖĲůŸƻċũњь67 or classified based on the credit standard (e.g., Verified Carbon Standard (VCS) or 

]ŸũĬШÉƣċŰĬċƖĬьЮШÑőĲШ[fШůċǃШĦőŸŸƚĲШƣŸШƚĲƓċƖċƣĲũǃШƖĲƓŸƖƣШћŰĲƣќШŰƨůĤĲƖƚШƣőċƣШĬŔƚƓũċǃШƣŸƣċũШċĤƚŸũƨƣĲШ
emissions minus total emission removals, for example. Nonetheless, for the purposes of this Financed 
Emissions Standard, the fundamental requirement is that reporting should at a minimum include separate 
ŰƨůĤĲƖƚШŉŸƖШċĤƚŸũƨƣĲШĲůŔƚƚŔŸŰƚШċŰĬШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚЯШŔŰШċĬĬŔƣŔŸŰШƣŸШċŰǃШћŰĲƣќШŰƨůĤĲƖƚЮ 

  

Example tool to calculate emission removals т the FoRESt Carbon Sequestration (FRESCOS) Tool  

FMO has been working with three other European development finance institutions (CDC, Finnfund, and 
Swedfund) and Finnish forestry expert Simosol to build an online tool to estimate the amount of carbon 
sequestered through plantation and agroforestry operations, called the FRESCOS Tool. The tool is built 
upon the IPCC Guidelines for National GHG Inventories and can be found at https://www.frescos.earth. 
While PCAF does not endorse the use of this tool specifically, the FRESCOS Tool is an example of a tool 
that can be used by FIs as a basis for calculating financed emission removals. The FRESCOS tool is open 
for other FIs and interested parties to use. 

 

LIMITATIONS 

Market value fluctuations  
When using EVIC as the denominator, calculated financed emissions might change as a result of 
fluctuating market prices. Applying corrections to EVIC could address this issue; however, the application 
of inconsistent approaches can influence and reduce the comparability of results between different 
financial institutions. In addition, corrections could theoretically be applied to many other variables, like 
exchange rates, inflation, and emerging versus developed markets, further reducing comparability. For that 
reason, all financial institutions shall report their unadjusted, absolute financed emissions in accordance 

 
67 Reporting around the use of carbon offsets may need to evolve because it does not yet consistently distinguish between avoidance and removal 
offsets. 
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with the calculations required by the PCAF standard. However, financial institutions may optionally report 
their adjusted absolute financed emissions with the requirement that such amounts must be disclosed 
separately along with a description of the methodology, inputs and models utilized to calculate the 
corrections to EVIC. Both unadjusted and adjusted absolute finance emissions will be required for all 
periods disclosed in the financial reports being presented. 

 

When asset owners and asset managers convert absolute financed emissions into economic emissions 
intensity by assets under management, market price fluctuations also influence the denominator. 
Correcting this fluctuation can be approached as illustrated in the example below. This approach was 
tested by asset owners and asset managers. Further research is needed to evaluate whether this 
adjustment factor is also applicable for banks when using an economic emissions intensities over total 
loan exposure. 

 

Box 5.1-3. An approach for asset owners and managers to correct economic emissions intensity68  

For asset owners and managers, the economic emission intensity is a commonly used metric for 
reporting and target setting purposes. The economic emission intensity is shown in the equation below 
and reflects absolute emissions associated with investments normalized for the total size of the 
portfolio or assets under management. 
 

ὉὧέὲέάὭὧ ὩάὭίίὭέὲ ὭὲὸὩὲίὭὸώ 

ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ
ὍὲὺὩίὸὩὩ ὧέάὴὥὲώί ὉὠὍὅ

 ὼ ὍὲὺὩίὸὩὩ ὧέάὴὥὲώί ὩάὭίίὭέὲί

Ὕέὸὥὰ έόίὸὥὲὨὭὲὫ ὥάέόὲὸ έὶ ὥίίὩὸί όὲὨὩὶ άὥὲὥὫὩάὩὲὸ ὃόὓ
 

 

When using this metric, especially the denominator is influenced by market value fluctuations. In a bull 
market where valuation would increase, all else kept equal (GHG emissions and ownership unchanged), 
the denominator would increase and as a result the economic emission intensity would decrease. 
Under the influence of these fluctuations, an objective to reduce the economic emission intensity by a 
certain percentage becomes a moving target. This undermines the utility of the metric to make 
comparisons from one time period to the next.  

 

To address this limitation regarding the economic emission intensity, the EU TEG and EU regulation on 
benchmarks suggest that asset owners/managers correct EVIC over time by applying an inflation 
correction. Building on the EU inflation correction, PCAF recommends that asset owners/managers 
adjust the economic emission intensity with the following adjustment factor. The adjustment factor 
should be calculated as: 

ὃὈὐȟ ὡ  ὼ 
ὉὠὍὅ

ὉὠὍὅ
 

 

(With b = base year and T = current year and WT = benchmarks weights at time T) 

  

 
68 For guidance on disclosing a fluctuation analysis to explain changes in absolute financed emissions between reporting periods, see the Fluctuation 
Analysis subsection in Chapter 6: Reporting requirements and recommendations. 
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There are two options for adjusting the economic emission intensity (backward or current):  

1. The economic emission intensity can be adjusted in the base year (backward). Benefits of 
adjusting the base year are that current reported carbon figures remain unadjusted. Moreover, 
EVIC inflation correction applied to the baseline can be combined with other adjustments that 
may be required, for example for data improvements or a changing universe composition. 

 

To calculate adjusted economic emission intensity in the base year (b): 
ὉὧέὲέάὭὧ ὩάὭίίὭέὲ ὭὲὸὩὲίὭὸώὦ ὉὧέὲέάὭὧ ὩάὭίίὭέὲ ὭὲὸὩὲίὭὸώ ὦ ὼ ὃὈὐȟ 

 

2. The economic emission intensity can also be adjusted for the current reporting year. Benefits of 
adjusting the current year are intuitiveness for annual reporting, where the focus is usually on 
the metrics associated with the current year. Similarly, when assessing progress against an 
objective to reduce the economic emission intensity by a certain percentage, it is intuitive to 
keep the base emission intensity consistent. 

 

To calculate adjusted economic emission intensity in current reporting year (T): 

ὉὧέὲέάὭὧ ὩάὭίίὭέὲ ὭὲὸὩὲίὭὸώὝ ὉὧέὲέάὭὧ ὩάὭίίὭέὲ ὭὲὸὩὲίὭὸώὝ ὼ 
ρ

ὃὈὐȟ
 

 

If asset owners/managers decide to apply this adjustment factor, PCAF requires them to report both the 
unadjusted as adjusted economic emissions intensity separately. For transparency, ideally the 
adjustment factor used and an explanation of how this was constructed and applied would also be 
included. 

 

Calculation example of applying the adjustment factor 

Base year b 

Company Emissions 
(tCO2e) 

Market cap 
(M$) 

Debt (M$) EVIC (M$) Weight Emissions/EVIC 
(tCO2e/M$) 

A 60,000 800 400 1,200 40% 50 

B 100,000 600 400 1,000 30% 100 

C 120,000 400 400 800 20% 150 

D 120,000 200 400 600 10% 200 

Base year T 

Company Emissions 
(tCO2e) 

Market cap 
(M$) 

Debt (M$) EVIC (M$) Weight Emissions/EVIC 
(tCO2e/M$) 

A 60,000 960 400 1,360 40% 44 

B 100,000 720 400 1,120 30% 89 

C 120,000 480 400 880 20% 136 

D 120,000 240 400 640 10% 188 
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Backward/base year adjustment  

 Plain (tCO2 
eq/M$) 

Adjusted 
(tCO2 /M$) 

 EVIC_b/ 
EVIC_T 

 Adjustment  

Carbon 
footprint b  

100 89.6 0.88 0.896 

Carbon 
footprint T 

90  0.89  

 0.91 

0.94 

Current year adjustment  

 Plain (tCO2 
eq/M$) 

Adjusted 
(tCO2 /M$) 

 EVIC_b/ 
EVIC_T 

 Adjustment  

Carbon 
footprint b  

100  0.88 0.896 

Carbon 
footprint T 

90 100.9 0.89  

 0.91 

Decarbonization 
Adjust T 

0.914%  0.94 

Decarbonization 
Adjust b 

0.914%  

 

 

 
Organization identifiers  
For larger listed equity and corporate bond portfolios, organization identifiers should be in place to 
combine information from various sources. Examples of such identifiers include the Stock Exchange Daily 
Official List, Legal Entity Identifier (LEI), International Securities Identification Number (ISIN), and 
Committee on Uniform Security Identification Procedures numbers (CUSIP). For large portfolios, matching 
external data sources can be a challenge when two companies merge; the organization identifiers will be 
adjusted immediately while emissions data providers might only update such information on an annual 
basis. 
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Business loans 
and unlisted 
equity 
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5.2 Business loans and unlisted equity  
 

ASSET CLASS DEFINITION 

This PCAF asset class comprises: 

¶ Business loans to private and listed companies 

¶ Equity investments in private companies, also referred to as unlisted equity 

 
Business loans  
Business loans include all on-balance sheet loans and lines of credit to listed and unlisted businesses, 

nonprofits, and any other structure of organization69 that and are for general corporate purposes, i.e., with 

unknown use of proceeds as defined by the GHG Protocol.70 Revolving credit facilities, overdraft facilities, 

and business loans secured by real estate such as CRE-secured lines of credit are also included. Any off-
balance sheet loans and lines of credit are excluded. 

 

For financing products such as revolving credit facilities, bridge loans, and letters of credit, which are 
commonly provided by financial institutions, only those loans outstanding on the year-end balance sheet 

of the financial institution are covered by this asset class.71  

 

Methods for financed emissions from business loans for specific corporate purposes (i.e., with known use 
of proceeds) are not included in this asset class but are instead covered by the following asset classes: the 
Commercial Real estate (see subchapter 5.4), Mortgages (see subchapter 5.5), Motor Vehicle Loans (see 

subchapter 5.6),and Use of Proceed Structures (see subchapter 5.7).72 Detailed guidance on choosing an 

appropriate asset class can be found in Figure 5-1. 

 

Unlisted equity  
Unlisted equity includes all on-balance sheet equity investments to businesses, nonprofits, and any other 
structure of organization that are not traded on a market and are for general corporate purposes, i.e., with 
unknown use of proceeds as defined by the GHG Protocol. Unlisted equity is also referred to as equity 
investments in private companies (i.e., the financial institution obtains shares of the company) throughout 
the Financed Emissions Standard.  

 

Private equity that refers to investment funds is not included in this asset class; guidance on such private 
equity is included in Use of Proceeds Structures (see subchapter 5.7). 

 
69 This also includes governmental-owned enterprises (e.g., state-owned companies such as municipal energy or public transport providers), while loans 
to governments themselves are excluded. Loans to governments (i.e., governmental lending) is covered in the Sovereign Debt and Sub-Sovereign Debt 
asset class (see subchapter 5.7). 
70 ÑőĲШƣĲƖůШљĦŸůƓċŰǃњШŔƚШƨƚĲĬШƣőƖŸƨŊőŸƨƣШƣőŔƚШƚƨĤĦőċƓƣĲƖШĤƨƣШĦċŰШƖĲŉĲƖШƣŸШċŰǃШƣǃƓĲШŸŉШŸƖŊċŰŔǍċƣŔŸŰЯШŔŰĦũƨĬŔŰŊШŰŸŰƓƖŸŉŔƣƚ. 
71 More detailed guidance on such financing is under development and will be published in later editions of the Standard; this guidance will elaborate 
further on how to account for the significant interannual fluctuations of such financial products that may not be captured appropriately when only 
considering the year-end balance sheet of a financial institution. For now, financial institutions should be transparent on any major last minute increases 
or decreases at fiscal year-end because this can increase or decrease the financed emissions from business loans significantly. 
72 Financial institutions can still report their financed emissions from such business loans for specific corporate purposes (i.e., with known use of 
ƓƖŸĦĲĲĬƚьШƨŰĬĲƖШċŰШċƚƚĲƣШĦũċƚƚШĦċũũĲĬШљĤƨƚŔŰĲƚƚШũŸċŰƚњШŔŉШƣőċƣШŔƚШƣőĲШŰċůĲШĦŸůůŸŰũǃШƨƚĲĬШŸƖШƓƖĲŉĲƖƖĲĬШĤǃШƣőĲШfinancial institution (e.g., when reporting 
internally or externally). 
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EMISSION SCOPES COVERED 

Financial institutions shall report the absolute scope 1, scope 2 and scope 3 emissions of borrowers and 
investees across all sectors. Financial institutions shall  separately disclose absolute scope 3 emissions 
from scope 1 and 2 emissions of borrowers and investees.  

 

Since, starting with reports published in 2025, scope 3 emissions reporting is required for all sectors, this 
also holds for scope 3 emissions related to loans and investments into the financial sector. PCAF 
recognizes this may lead to double counting, similar to other types of double counting in scope 3. For that 
reason, separate reporting of financed emissions to the financial sector is recommended. In the case of 
two financial institutions provide mutual loans/investments, financial institutions may account for the 
ŸƣőĲƖШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚќШĲůŔƚƚŔŸŰƚШƽŔƣőŸƨƣШƣċťŔŰŊШċĦĦŸƨŰƣШƣőĲШƖĲƻĲƖƚĲШũŸċŰоŔŰƻĲƚƣůĲŰƣШƣŸШƓƖĲƻĲŰƣШ
calculation loops. 

 

Refer to Box 5.1-ΝШŔŰШ9őċƓƣĲƖШΡЮΝШŉŸƖШůŸƖĲШŔŰŉŸƖůċƣŔŸŰШŸŰШÂ9 [ќƚШŉŸƖůĲƖШƓőċƚĲ-in approach for reporting 
scope 3 emissions of borrowers and investees in previous editions of the PCAF Global GHG Accounting 
and Reporting Standard. 

 

ATTRIBUTION OF EMISSIONS 

As a basic attribution principle, the financial institution accounts for a portion of the annual emissions of 
the borrower and investee, as determined by the ratio between the outstanding amount (numerator) and 

the value of the financed company (denominator). This ratio is called the attribution factor.73 

1. Outstanding amount (numerator):  This is the actual outstanding loan amount. 
a) For business loans, this is defined as the value of the debt that the borrower owes to the 

lender (i.e., disbursed debt minus any repayments). It will be adjusted annually to reflect the 
correct exposure, resulting in the attribution to decline to 0 at the end of the lifetime of the 
loan (i.e., when it is fully repaid). 

b) For unlisted equity (i.e., equity investments in private companies), the outstanding amount is 
the outstanding value of equity that the financial institution holds in the private company. It is 
calculated by multiplying the relative share of the financial institution in the respective 

investee74 by the total equity of the respective investee according to its balance sheet. 

Financial institutions should either use the calendar or financial year-end outstanding 
amount, provided the approach is communicated and used consistently. 

 
 
 
 
 
 

 
73 The attribution factor calculation is, in principle, only possible for business loans and unlisted equity where client-specific financial data is available. 
For business loans and unlisted equity where such data is unavailable, the attribution factor cannot be calculated but rough estimations on attribution 
can still be made based on region- and sector-specific average financial data and the actual outstanding amount. This is explained in more detail in the 
Equations to calculate financed emissions and Data required sections below (see Option 3b and Option 3c). 
74 The relative share of the financial institution in the respective investee is calculated by dividing the number of shares that the financial institution holds 
in the respective investee by the total number of shares of the investee. 
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2. Company value (denominator):  
1. For business loans and equity investments to/in private companies, this is the sum of total 

company equity75 and debt,76 ƽőŔĦőШĦċŰШĤĲШŉŸƨŰĬШŸŰШƣőĲШĦũŔĲŰƣќƚШĤċũċŰĦĲШƚőĲĲƣЮ77  
2. For business loans to listed companies, this is the company enterprise value including cash 

(EVIC) of the respective client. 
 

 
For business loans and equity investments to/in private companies:  
 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ
 

 
For unlisted equity, the outstanding amount is calculated as follows:  
 

Π ίὬὥὶὩί έὪ ὪὭὲὥὲὧὭὥὰ ὭὲίὸὭὸόὸὭέὲ

Π ὸέὸὥὰ ίὬὥὶὩί
 ὼ Ὕέὸὥὰ ὩήόὭὸώ 

 
For business loans to listed companies: 
 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὉὲὸὩὶὴὶὭίὩ ὠὥὰόὩ ὍὲὧὰόὨὭὲὫ ὅὥίὬ
 

(with c=borrower or investee company) 
 

EVIC is defined as: The sum of the market capitalization of ordinary shares at fiscal year-end, the market 

capitalization of preferred shares at fiscal year-end, and the book values of total debt78 ċŰĬШůŔŰŸƖŔƣŔĲƚќШ

interests. No deductions of cash or cash equivalents are made to avoid the possibility of negative 

enterprise values.79 

 

 
75 fŰШĦċƚĲƚШƽőĲƖĲШƣőĲШƣŸƣċũШĦŸůƓċŰǃШĲƕƨŔƣǃШƻċũƨĲШċĦĦŸƖĬŔŰŊШƣŸШƣőĲШĦũŔĲŰƣќƚШĤċũċŰĦĲШƚőĲĲƣШŔƚШŰĲŊċƣŔƻĲЯШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШshall set total equity to 0; this 
means that all emissions are attributed to debt only, while no emissions are attributed to equity investments. Such cases can happen when the retained 
earnings are negative while at the same time being higher than the other equity components on the balance sheet of the clientуe.g., this often holds for 
startups that have high negative profits during their first years of operation. By this approach, or those companies that are doing well (i.e., they have high 
retained earnings), financial institutions attribute more emissions to equity providers; for those companies doing poorly (i.e., they have high retained 
losses), financial institutions attribute more emissions to debt providers. This is in line with the attribution factor rationale for listed companies, where 
the equity part of EVIC (i.e., market capitalization) also implicitly reflects retained earnings and losses (e.g., if retained earnings increase, the share price 
and thus the market capitalization generally also increase). 
76 Total debt includes both current and long-term debt on the balance sheet. 
77 fŉШƣŸƣċũШĬĲĤƣШŸƖШƣŸƣċũШĲƕƨŔƣǃШĦċŰŰŸƣШĤĲШŸĤƣċŔŰĲĬШŉƖŸůШċШĦũŔĲŰƣќƚШĤċũċŰĦĲШƚőĲĲƣШŉŸƖШƽőċƣĲƻĲƖШƖĲċƚŸŰШыĲЮŊЮЯШŉŸƖШƚŸůĲШŔƣШůŔŊőƣШĤe difficult to obtain these 
values), financial institutions are allowed to fall back to the total balance sheet value (i.e., the sum of total equity and liabilities, which is equal to the 
ĦũŔĲŰƣќƚШƣŸƣċũШċƚƚĲƣƚьШƽŔƣőШƣőĲШŔŰƣĲŰƣŔŸŰШŸŉШŔůƓƖŸƻŔŰŊШƣőŔƚШĬċƣċШƕƨċũŔƣǃШŔŰШƣőĲШŉƨƣƨƖĲЮ 
78 fŰШŔƣƚШEéf9ШĬĲŉŔŰŔƣŔŸŰЯШƣőĲШEÖШÑE]ШƖĲŉĲƖƚШƣŸШљƣőĲШĤŸŸťШƻċũƨĲƚШŸŉШƣŸƣċũШĬĲĤƣЯњШŔŰĦũƨĬŔŰŊШċũũШĬĲĤƣШċƚШũŔƚƣĲĬШŸŰШƣőĲШĦŸůƓċŰǃШĤċũance sheet. This is different 
from some accounting definitions of book value of debt, which exclude some elements like non-interest bearing debt (also see next footnote on 
precautionary principle). 
79 This is the standard definition of EVIC as provided by the EU TEG. For consistency reasons, PCAF decided to align with this definition to ensure 
maximum alignment on metrics in the market, which also enables data providers to collect data in a consistent way. In reality, specific elements of EVIC 
might not be readily available because data providers are still working on aligning their data with this definition. For cases where data is missing, the EU 
TEG (pg. 16 in its handbook of climate-related benchmarksьШƖĲĦŸůůĲŰĬƚШĦŸŰĬƨĦƣŔŰŊШĦŸƖƓŸƖċƣĲШ]c]ШĬċƣċШĲƚƣŔůċƣŔŸŰƚШĤċƚĲĬШŸŰШƣőĲШÖ ќƚШыΝΦΦΞьШ
ƓƖĲĦċƨƣŔŸŰċƖǃШƓƖŔŰĦŔƓũĲаШљfŉШŔŰШĬŸƨĤƣЯШĲƖƖШŸŰШƣőĲШƚŔĬĲШŸŉШƣőĲШƓũċŰĲƣШŰŸƣШƣőĲШƚŔĬĲШŸŉШƣőĲШĦŸůƓċŰǃЮњШ[ŸũũŸƽŔŰŊШƣőŔƚШƓƖĲĦċƨƣŔŸŰċry approach for EVIC 
calculations, financial institutions can decide to exclude elements of the EVIC (e.g., minority interests or certain elements of the book value of debt) as 
this would lead to a slightly lower EVIC and higher attribution of financed emissions to their own outstanding amount. These slight deviations from the 
standard EVIC definition are allowed as long as they are: (1) in line with this precautionary principle, and (2) the basis of the EVIC definition still includes 
the market value of equity (market capitalization) plus the total book value of debt of any given company. 
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PCAF chose to align the definition of EVIC with the definition provided by the:  

1. EU TEG in its Handbook of Climate Transition Benchmarks, Paris-Aligned Benchmark and 
7ĲŰĦőůċƖťƚќШEÉ]Ш?ŔƚĦũŸƚƨƖĲ80  

2. Commission Delegated Regulation (EU) 2020/1818 of 17 July 2020 Supplementing Regulation 
(EU) 2016/1011 of the European Parliament and of the Council as regards minimum standards for 
EU Climate Transition Benchmarks and EU Paris-aligned Benchmarks, which says EVIC should be 
used to determine the GHG intensities for the benchmarks.  
 

Further clarification on the rationale for using EVIC for the attribution of listed companies is provided in the 
asset class subchapter 5.1 on Listed Equity and Corporate Bonds. 

 

For loans and investments into other financial institutions, the book value of debt (which is part of total 
equity + debt for private companies and part of EVIC for listed companies) includes customer deposits as 
these form a substantial part of the funding base and facilitate the economic activities of financial 
institutions similar to debt and equity. 

 
EQUATIONS TO CALCULATE FINANCED EMISSIONS 

The financed emissions from business loans and unlisted equity are calculated by multiplying the 
attribution factor by the emissions of the borrower or investee company and then taking the sum of these 
emissions:81 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲίὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲί 

(with c=borrower or investee company) 

 

The attribution factor represents the proportional share of a given companyуthat is, the ratio of the 
outstanding amount to total equity and debt for private companies and EVIC for listed companies: 

 
For business loans and equity investments to/in private companies:  

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ
 ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲί 

 
For business loans to listed companies: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὉὲὸὩὶὴὶὭίὩ ὠὥὰόὩ ὍὲὧὰόὨὭὲὫ ὅὥίὬ
 ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲί 

(with c=borrower or investee company) 

 
80 (EU Technical Expert Group on Sustainable Finance, 2019) 
81 Wherein a financial institution is lending to or investing in a subsidiary of a larger entity, the attribution should be accounted at the subsidiary level 
ċĦĦŸƖĬŔŰŊШƣŸШƣőĲШљŉŸũũŸƽШƣőĲШůŸŰĲǃњШƓƖŔŰĦŔƓũĲЯШŔŉШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШőċƚШĤċũċŰĦĲШƚőĲĲƣШŔŰŉŸƖůċtion on the subsidiary. If the subsidiary balance sheet 
is unavailable, the financial institution should calculate the attribution factor based on the total balance sheet of the entity to whom the financial 
institution has recourse for repayment of the loan. 
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The financed emissions from business loans and unlisted equity can be calculated in different ways 
depending on the availability of financial and emissions data specific to the borrower or investee. Overall, 
PCAF distinguishes three different options to calculate the financed emissions from business loans and 
unlisted equity depending on the emissions data used. 

¶ Option 1: Reported emissions, where verified82 or unverified83 emissions are collected from the 
borrower or investee company directly (e.g., company sustainability report) or indirectly via verified 
third-party data providers (e.g., CDP) and then allocated to the reporting financial institution using the 
attribution factor.  

¶ Option 2: Physical activity-based emissions, where emissions are estimated by the reporting financial 
institution based on primary physical activity data collected from the borrower or investee (e.g., 
megawatt-hours of natural gas consumed or tons of steel produced) and then allocated to the 
reporting financial institution using the attribution factor. The emissions data should be estimated 
using an appropriate calculation methodology or tool with verified emission factors expressed per 
physical activity (e.g., tCO2 e/MWh or tCO2 e/t of steel) issued or approved by a credible independent 
body.  

¶ Option 3: Economic activity-based emissions, where emissions are estimated by the reporting 
financial institution based on economic activity data collected from the borrower or investee 
company (e.g., euro/dollar of revenue or euro/dollar of asset) and then allocated to the reporting 
financial institution using the attribution factor. The emissions data should be estimated using official 
statistical data or acknowledged EEIO tables providing region or sector-specific average emission 
factors expressed per eĦŸŰŸůŔĦШċĦƣŔƻŔƣǃШыĲЮŊЮЯШƣ9§ΞШĲоқШŸƖШҘШŸŉШƖĲƻĲŰƨĲШŸƖШƣ9§ΞШĲоқШŸƖШҘШŸŉШƚĲĦƣŸƖċũШ

assets).84 

 
DATA REQUIRED 

As described, PCAF distinguishes three options to calculate the financed emissions from business loans 
and unlisted equity depending on the emissions data used:  

¶ Option 1: reported emissions  

¶ Option 2: physical activity-based emissions  

¶ Option 3: economic activity-based emissions 

 
While Options 1 and 2 are based on company-specific reported emissions or primary physical activity data 
provided by the borrower or investee company or third-party data providers, Option 3 is based on region- or 
sector-specific average emissions or financial data obtained from public data sources such as statistics or 

data from other third-party providers.85 

 

 
82 This refers to reported emissions being calculated in line with the GHG Protocol and verified by a third-party auditor. 
83 This refers to reported emissions being calculated in line with the GHG Protocol without verification by a third party-auditor. Unverified reported 
emissions can be calculated by either an external party or by the borrower or investee company itself. 
84 Sampling tests based on actual data on the company level extrapolated to the portfolio level can help to test the accuracy of calculations based on this 
data from statistics or EEIO tables. This may also be used to refine the data for specific sectors or regions if the reporting financial institution has a strong 
presence in and specific knowledge of the respective sector or region. National agencies and regional data providers or statistical offices in individual 
regions may assist reporting financial institutions and investee companies in various regions in finding regional and more relevant financial or emissions 
data information. 
85 §ƓƣŔŸŰШΝШċŰĬШ§ƓƣŔŸŰШΞШƽĲƖĲШĦċũũĲĬШљ ƓƓƖŸċĦőШΝаШĦŸůƓċŰǃШƚƓĲĦŔŉŔĦШċƓƓƖŸċĦőњШċŰĬШ§ƓƣŔŸŰШΟШƽċƚШĦċũũĲĬШљ ƓƓƖŸċĦőШΞаШÉĲĦƣŸƖоƖĲŊŔŸŰШaverage 
ċƓƓƖŸǂŔůċƣŔŸŰњШŔŰШƣőĲШƖĲƓŸƖƣШƓƖŸĬƨĦĲĬШĤǃШƣőĲШÂ9 [Ш?ƨƣĦőШƣĲċůаШыÂ9 [ЯШΞΜΝΦь. 
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Options 1 and 2 are preferred over Option 3 from a data quality perspective because they provide more 
accurate emissions results to a financial institution. Due to data limitations, financial institutions might use 
Options 1 or 2 for certain companies and Option 3 for others. The data quality mix shall be reflected in the 
average data quality score, as Chapter 6 illustrates. Table 5.2-1 provides data quality scores for each of the 
described options and sub-options (if applicable) that can be used to calculate the financed emissions for 
business loans and unlisted equity. 

 
Table 5.2-1. General description of the data quality score table for business loans and unlisted 
equity86 
(score 1 = highest data quality; score 5 = lowest data quality) 

Data Quality Options to estimate the 
financed emissions  

When to use each option 

Score 1 Option 1: 
Reported 
emissions 

1a Outstanding amount in the company and total company equity 
plus debt are known. Verified emissions  of the company are 
available. 

Score 2 1b Outstanding amount in the company and total company equity 
plus debt are known. Unverified emissions  calculated by the 
company are available. 

Option 2: 
Physical 
activity -
based 
emissions 

2a87 Outstanding amount in the company and total company equity 
plus debt are known. Reported company emissions are not 
known. Emissions are calculated using primary physical activity 
ĬċƣċШŉŸƖШƣőĲШĦŸůƓċŰǃќƚШĲŰĲƖŊǃШconsumption  and emission 
factors specific to that primary data. Relevant process emissions 
are added. 

Score 3 2b Outstanding amount in the company and total company equity 
plus debt are known. Reported company emissions are not 
known. Emissions are calculated using primary physical activity 
data of the ĦŸůƓċŰǃќƚШƓƖŸĬƨĦƣŔŸŰ and emission factors specific 
to that primary data. 

Score 4 Option 3: 
Economic 
activity -
based 
emissions 

3a Outstanding amount in the company, total company equity plus 
debt, and the ĦŸůƓċŰǃќƚШƖĲƻĲŰƨĲ88 are known. Emission factors 
for the sector per unit of revenue are known (e.g., tCO2 e per 
euro or dollar of revenue earned in a sector). 

Score 5 3b Outstanding amount in the company is known. Emission factors 
for the sector per unit of asset (e.g., tCO2 e per euro or dollar of 
asset in a sector) are known. 

3c Outstanding amount in the company is known. Emission factors 
for the sector per unit of revenue (e.g., tCO2 e per euro or dollar 
of revenue earned in a sector) and asset turnover ratios  for the 
sector are known. 

 

A detailed summary of the data quality score table, including data needs and equations to calculate 
financed emissions, is provided in Annex 10.1 (Table 10.1-2). Data for all three options in Table 5.2-1 can 
be derived from different data sources. 

 

 

 
86 For business loans to listed companies, total company equity and debt is defined as the EVIC of the respective company. 
87 The quality scoring for the Option 2a is only possible for/applicable to scope 1 and scope 2 emissions as scope 3 emissions cannot be estimated by 
this option. Other options can be used to estimate the scope 3 emissions, however. 
88 If revenue is not deemed a suitable financial indicator for estimating the emissions of a company in a certain sector, one can apply other suitable 
financial indicators as a proxy. If an alternative indicator is used, the reasoning for the selection of this alternative indicator should be made transparent. 
The data quality score will not be affected. 
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Data providers (Option 1)  
For Option 1 (reported emissions), PCAF recommends either collecting emissions from the borrower or 
investee company directly (e.g., company sustainability report) or third-party data providers, such as CDP, 
Bloomberg, MSCI, Sustainalytics, S&P/Trucost, and ISS ESG. Data providers typically make scope 1 and 2 
emissions data available. PCAF encourages using the most recent available data and to mention the data 
source, reporting period, or date of publication.  

 

Data providers collect emissions data as reported by the companies themselves, either through a 
ƚƣċŰĬċƖĬŔǍĲĬШŉƖċůĲƽŸƖťШƚƨĦőШċƚШ9?ÂШŸƖШƣőƖŸƨŊőШċШĦŸůƓċŰǃќƚШŸƽŰШĬŔƚĦũŸƚƨƖĲƚШŔŰШŸŉŉŔĦŔċũШŉŔũŔŰŊƚШċŰĬШ
environmental reports. They often have their own methodologies ƣŸШĲƚƣŔůċƣĲоĦċũĦƨũċƣĲШĦŸůƓċŰŔĲƚќШ
emissions, especially if emissions are not reported. In this case, the calculation would be in line with 
Options 2 or 3, assuming the methodology used is in line with the GHG Protocol. Financial institutions 
should ask data providers to be transparent, disclose the calculation method they use, and confirm 
alignment with the GHG Protocol. This will enable financial institutions to apply the proper score to the 
data. PCAF also encourages data providers to apply the PCAF scoring method to their own data, which 
would allow them to share the data quality scores directly with their clients.  

 

PCAF does not recommend a preferred data vendor. PCAF recommends using data providers that use the 
standardized CDP framework and suggests data providers disclose the data quality score according to the 

scoring hierarchy in Table 5.2-1.89 When using data providers, PCAF recommends using the same provider 

due to the variability of scope 1 and 2 emissions observed by providers. 

 

Estimation models (Option 2 and 3)  
Not all companies disclose their emissions data in official filings or through data providers. Reporting in 
emerging markets often lags that of developed markets. To maximize the coverage of emissions data, the 
remaining gaps are often filled with estimates.  

 

For Option 2 (physical activity-based emissions), PCAF recommends using actual energy consumption 
(e.g., megawatt-hours of natural gas consumed) or production (e.g., tons of steel produced) data reported 
by companies, given the data fully covers the companǃќƚШĲůŔƚƚŔŸŰƚ-generating activities. The emission 
factors expressed per physical activity used should be based on appropriate and verified calculation 
methodologies or tools issued or approved by a credible independent institution. Example data sources for 

retrieving emission factors are ecoinvent,90 Defra,91 IPCC,92 GEMIS,93 and FAO.94 The most recent available 

data should be used, including a mention of the data source, reporting period, or publication date.  

 

For Option 3 (economic activity-based emissions), PCAF recommends using official statistical data or 
acknowledged EEIO tables providing region- or sector-specific average emission factors expressed per 

 
89 More information about CDP can found at: https://www.cdp.net/en 
90 More information can be found at: https://www.ecoinvent.org/ 
91 More information can be found at: https://www.gov.uk/government/publications/greenhouse-gas-reporting-conversion-factors-2021 
92 More information can be found at: https://www.ipcc-nggip.iges.or.jp/EFDB/find_ef.php 
93 More information can be found at: http://iinas.org/gemis-download.html 
94 More information can be found at: http://www.fao.org/partnerships/leap/database/ghg-crops/en 
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ĲĦŸŰŸůŔĦШċĦƣŔƻŔƣǃШыĲЮŊЮЯШƣ9§ΞШĲоқШŸƖШҘШŸŉШƖĲƻĲŰƨĲШŸƖШƣ9§ΞШĲоқШŸƖШҘШŸŉШƚĲĦƣŸƖċũШċƚƚĲƣƚьЮШ[ŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШ
should use emission factors that are as consistent as possible with the primary business activity 

financed.95 For example, for a business loan to a paddy rice farmer, the financial institution should seek to 

find and use a sector-specific average emission factor for the paddy rice sector and not an emission factor 
for the agricultural sector in general. Also, for loans to other financial institutions (if PCAF-aligned reported 
numbers are not available) the financed scope 3 category 15 emissions can be estimated based on a data 
quality score 5 approach. This may involve assessing the sectoral distribution of the financial institution, 
receiving the loan and applying appropriate emission factors from EEIO databases. If sectoral breakdowns 
are unavailable, the financed scope 3 category 15 emissions can be estimated by applying an economy-
wide average emission factor to the total portfolio value.  

 

Example EEIO databases that can be used to obtain such emission factors are EXIOBASE,96 CEDA,97 

GTAP,98 or WIOD.99 Â9 [ќƚШƽĲĤ-based emission factor database provides a large set of emission factors 

for Option 2 and Option 3 above. The database, which is currently available only to PCAF signatories, can 
help financial institutions get started with estimating the financed emissions of their investments.  

 

PCAF expects that the financed emissions for most listed equity and corporate bonds can be derived 
through either reported emissions (Option 1), physical activity data (Option 2), or economic activity data 
(Option 3). If none of the specified options are applicable, PCAF allows the use of alternative options to 
calculate emissions. For example, if PCAF-aligned reported numbers are not available, financed scope 3 
category 15 emissions can be estimated based on a data quality score 5 approach. This may involve 
ċƚƚĲƚƚŔŰŊШƣőĲШƓŸƖƣŉŸũŔŸќƚШƚĲĦƣŸƖċũШĬŔƚƣƖŔĤƨƣŔŸŰШċŰĬШċƓƓũǃŔŰŊШċƓƓƖŸƓƖŔċƣĲШĲůŔƚƚŔŸŰЯШƚƨĦőШċƚШEEf§ШĬċƣċĤċƚĲƚЮШ
If sectoral breakdowns are unavailable, the financed scope 3 category 15 emissions can be estimated by 
applying an economy-wide average emission factor to the total portfolio value. Any deviation from the 
specified options shall be accompanied by an explanation from the reporting financial institution. 

 

Emission removals  
9ŸůƓċŰŔĲƚШŔŰШċŰШ[fќƚШƓŸƖƣŉŸũŔŸШƚőŸƨũĬШƖĲƓŸƖƣШŸŰШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚЯШƽőĲƣőĲƖШŰċƣƨƖĲ- or technology-

based,100 as part of their GHG reporting. Reporting should follow existing GHG Protocol guidance, and 

emission removals shall be reported separately from both absolute emissions and any carbon credits 
retired and generated.  

 

Carbon credits generated by companies should be reported and carbon credits retired may be reported. 
These figures can provide transparency and context for the financed emissions and removals. Ultimately, 
the goal of the PCAF Financed Emissions Standard is to transparently report the total emissions impacts of 
lending and investments, not diluted by credits retired or generated.  

 
95 For conglomerates, financed emissions from a mix of activities can be estimated if data (e.g., revenue split) is available. If not, the primary revenue-
generating activity should be chosen. 
96 More information can be found at: https://www.exiobase.eu 
97 More information can be found at: https://watershed.com/solutions/ceda 
98 More information can be found at: https://www.gtap.agecon.purdue.edu 
99 More information can be found at: http://www.wiod.org 
100 Note that new GHG Protocol guidance is being developed on accounting for land sector activities and CO2 removals in corporate GHG inventories, 
building on the Corporate Standard and Scope 3 Standard. Draft guidance for this is expected in 2022. Where necessary, the PCAF Global Standard will 
be updated in line with the final version of the new GHG Protocol guidance 
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[fƚШĦċŰШĦċũĦƨũċƣĲШċƣƣƖŔĤƨƣŔŸŰШŸŉШĦŸůƓċŰŔĲƚќШƖĲƓŸƖƣĲĬШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚШƨƚŔŰŊШƣőĲШĲǂŔƚƣŔŰŊШċƣƣƖŔĤƨƣŔŸŰШũŸŊŔĦШ
ƚĲƣШŸƨƣШŔŰШƣőŔƚШĦőċƓƣĲƖШыƚĲĲШŉŸƖůƨũċШĤĲũŸƽьбШƣőŔƚШƚċůĲШũŸŊŔĦШċƓƓũŔĲƚШƣŸШċŰǃШċƣƣƖŔĤƨƣŔŸŰШŸŉШĦŸůƓċŰŔĲƚќШ
reported credits retired or generated. 

 

ὉάὭίίὭέὲ ὶὩάέὺὥὰί
ὕόὸίὸὥὲὨὭὲὫ ὭὲὺὩίὸάὩὲὸ

ὉὠὍὅ έὶ Ὕέὸὥὰ ὧέάὴὥὲώ ὩήόὭὸώὨὩὦὸ
 ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲ ὶὩάέὺὥὰί 

(with c = borrower or investee company) 

 

Example accounting т a portfolio of different companies  
An FI invests into multiple companies with different emissions profiles as illustrated in the following table. 
All numbers are in tCO2e e for the reporting year 2020 and are dummy data for the purpose of this example. 

 
Table 5.2-2: Example of data input for calculating a portfolio of different companies  

 Scope 1 Scope 2 Scope 3 Emission 
removals 

Carbon 
credits 
retired  

Carbon 
credits 

generated 

Attribution 
factor  

Forestry 
company 

1,000 100 5,000 20,000 0 5,000 10% 

Industrial 
company 

20,000 5,000 30,000 0 25,000 0 25% 

Energy 
company 

5,000 0 10,000 1,000 5,000 500 20% 

 
The portfolio contains a forestry company that sells carbon credits based on its forestry activities, an 
industrial company that buys carbon credits based on forestry activities, and a green energy company that 
builds renewable energy plants combined with afforestation activities. The FI would report aggregated 
numbers for this portfolio per the table below. This table sums the attributed emissions and credits of the 
forestry, industrial, and energy companies from the table above. Note that reporting carbon credits retired 
by clients is optional. 

 

Table 5.2-3: Calculation example portfolio of different companies  

Based on companies  
in above table 

Calculation  Total portfolio 
number 

Scope 1 т Absolute emissions 1,000 x 10% + 20,000 x 25% + 5,000 x 20% 6,100 

Scope 2 т Absolute emissions 100 x 10% + 5,000 x 25% 1,260 

Scope 3 т Absolute emissions 5,000 x 10% + 30,000 x 25% + 10,000 x 20% 10,000 

Emission removals 20,000 x 10% + 1,000 x 20% 2,200 

Carbon credits retired  25,000 x 25% + 5,000 x 20% 7,250 

Carbon credits generated 5,000 x 10% + 500 x 20% 600 

 
FIs may further subdivide these overall reporting categories into subcategories. For example, carbon 
ĦƖĲĬŔƣƚШƖĲƣŔƖĲĬШůċǃШĤĲШŉƨƖƣőĲƖШƖĲƓŸƖƣĲĬШƚĲƓċƖċƣĲũǃШĤǃШƚƓĲĦŔŉŔĦШƣǃƓĲШŸŉШĦƖĲĬŔƣШыĲЮŊЮЯШĲůŔƚƚŔŸŰƚШљċƻŸŔĬċŰĦĲњШ
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ƻĲƖƚƨƚШљƖĲůŸƻċũњь101 or classified based on the credit standard (e.g., Verified Carbon Standard (VCS) or 

]ŸũĬШÉƣċŰĬċƖĬьЮШÑőĲШ[fШůċǃШĦőŸŸƚĲШƣŸШƚĲƓċƖċƣĲũǃШƖĲƓŸƖƣШћŰĲƣќШŰƨůĤĲƖƚШƣőċƣШĬŔƚƓũċǃШƣŸƣċũШċĤƚŸũƨƣĲШ
emissions minus total emission removals, for example. Nonetheless, for the purposes of this Financed 
Emissions Standard, the fundamental requirement is that reporting should at a minimum include separate 
ŰƨůĤĲƖƚШŉŸƖШċĤƚŸũƨƣĲШĲůŔƚƚŔŸŰƚШċŰĬШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚЯШŔŰШċĬĬŔƣŔŸŰШƣŸШċŰǃШћŰĲƣќШŰƨůĤĲƖƚЮ 

 

Example tool to calculate emission removals т the FoRESt Carbon Sequestration (FRESCOS) Tool  

FMO has been working with three other European development finance institutions (CDC, Finnfund, and 
Swedfund) and Finnish forestry expert Simosol to build an online tool to estimate the amount of carbon 
sequestered through plantation and agroforestry operations, called the FRESCOS Tool. The tool is built 
upon the IPCC Guidelines for National GHG Inventories and can be found at https://www.frescos.earth. 
While PCAF does not endorse the use of this tool specifically, the FRESCOS Tool is an example of a tool 
that can be used by FIs as a basis for calculating financed emission removals. The FRESCOS tool is open 
for other FIs and interested parties to use. 

 

LIMITATIONS  

Generalized nature of Option 3  
One limitation of Option 3 is the generalized nature and necessary assumptions made in applying region- 
or sector-specific average values (both for emissions and financial data). This makes calculations less 
robust and more uncertain than those based on data specific to the borrower or investee, as the data for 
this option largely depends on assumptions and approximations derived from region and sector averages. 
In addition, statistical data or acknowledged EEIO tables for a given region need to be critically mapped to 
the sector classification used by the reporting financial institution, as the sectors may not map one-to-one 
and may cause financed emissions to be over- or understated in the end.  

 
Measurement inconsistencies  
Inconsistencies can arise from measuring part of the portfolio with borrower- or investee-specific 
emissions data (which may encompass scopes 1, 2, and 3 emissions) and from measuring the other part 
with region- or sector-specific average emissions data (which often encompasses only scope 1 and 2 
emissions). One mitigating factor is that using borrower- or investee-specific emission data could improve 
the accuracy of the region- or sector-specific average data if the reporting financial institution had enough 
borrower- or investee-specific data points relative to the size of the portfolio in a given sector. For example, 
ŔŉШċШůċŢŸƖŔƣǃШŸŉШƣőĲШĤŸƖƖŸƽĲƖƚШŔŰШċШũĲŰĬĲƖќƚШƣĲǂƣŔũĲШůċŰƨŉċĦƣƨƖŔŰŊШũŸċŰШƓŸƖƣŉŸũŔŸШƓƖŸƻŔĬĲШƚƓĲĦŔŉŔĦШĲůŔƚƚŔŸŰƚШ
data, these averages could be applied (instead of industrywide sector averages) to the remainder of the 
borrowers in the sector that did not provide specific emissions data. 

 
Timing of emissions  
Another limitation of the described options stems from the use of year-end outstanding balances. For a 
portfolio that includes loans and equity investments to businesses in industries with high seasonal 
variability or temporal volatility, using year-end outstanding balances may not capture the activity 

 
101 Reporting around the use of carbon offsets may need to evolve because it does not yet consistently distinguish between avoidance and removal 
offsets. 



 

 
65 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

occurring during seasons that do not overlap with the end of the year. Similarly, reporting financial 
institutions using different fiscal calendars may be less comparable with each other. A solution could be 
that financial institutions opt to conduct GHG accounting using an average monthly balance for the year 
instead of a year-end balance. However, this would put more burden on the reporting financial institutions. 
If financial institutions decide to apply such average monthly balances, they should report these results 
separately and make the method and assumptions transparent. 

 

Market value fluctuations  
When using EVIC as the denominator for business loans to listed companies, assets under management 
change as a result of fluctuating market prices. Under the influence of this fluctuation, an objective to 
reduce relative financed emissions (also referred to as emission intensities) by a certain percentage 
becomes a moving target. Using normalized assets under management may help overcome this, as prices 
are held constant over the target period. For example, the EU TEG and EU regulation on benchmarks 
require the application of an inflation correction to changes in EVIC over time.  

 

Applying corrections for market price fluctuations can highly influence the results and heavily reduce the 
comparability of results between different financial institutions when applied inconsistently. In addition, 
corrections could theoretically be applied to many other variables (like exchange rates, inflation, emerging 
versus emerging markets, etc.), further reducing comparability. For that reason, PCAF requires all financial 
institutions to report their uncorrected absolute emissions as a minimum. Corrected results may 
optionally be reported separately. If the financial institution decides to apply such adjustments, they 
should be made transparent. In the future, PCAF will also investigate the challenges linked to steering on 
financed emissions and describe the metrics in use by investors as emerging practices. 
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Project finance 
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5.3 Project finance  
 

ASSET CLASS DEFINITION 

This asset class includes all on-balance sheet loans or equities to projects or activities that are designated 
for specific purposes, i.e., with known use of proceeds as defined by the GHG Protocol. The financing is 
designated for a defined activity or set of activities, such as the construction and operation of a gas-fired 
power plant, a wind or solar project, or energy efficiency projects.  

 

EMISSION SCOPES COVERED  

Financial institutions shall  report the absolute scope 1 and 2 emissions of the project. Scope 3 emissions 

should be covered if relevant.102 Removed emissions may be reported if relevant but shall  be reported 

separately from absolute emissions. 

 

In previous editions of the Financed Emissions Standard, the Project Financed asset class included 
guidance on estimating avoided emissions from specific renewable energy projects. Beginning with this 
Third Edition (December 2025), avoided emissions are no longer covered in this Standard. Financial 
ŔŰƚƣŔƣƨƣŔŸŰƚШƚĲĲťŔŰŊШŊƨŔĬċŰĦĲШŸŰШĲƚƣŔůċƣŔŰŊШċƻŸŔĬĲĬШĲůŔƚƚŔŸŰƚШĦċŰШƖĲŉĲƖШƣŸШÂ9 [ќƚШ[ŔŰċŰĦĲĬШAvoided 
Emissions and Forward-looking Metrics guidance. This optional resource expands on previous guidance 
and offers a structured approach for estimating and disclosing financed avoided emissions (beyond 
renewable energy only103).  

 

ATTRIBUTION OF EMISSIONS  

As a basic attribution principle, the financial institution accounts for a portion of the annual emissions of 
the financed project. This portion is determined by the attribution factor, which is the ratio between the 
ŔŰƚƣŔƣƨƣŔŸŰќƚШŸƨƣƚƣċŰĬŔŰŊШċůŸƨŰƣШыŰƨůĲƖator) and the total equity and debt of the financed project 

(denominator).104 

 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ 
ὕόὸίὸὥὲὨὭὲὫ ὭὲὺὩίὸάὩὲὸ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ
 

 
For equity, the outstanding amount is calculated as follows:  
 

Π ίὬὥὶὩί έὪ ὪὭὲὥὲὧὭὥὰ ὭὲίὸὭὸόὸὭέὲ

ὸέὸὥὰ ίὬὥὶὩί
 ὼ ὸέὸὥὰ ὩήόὭὸώ 

(with p=project) 

 
102 Examples of projects where scope 3 emissions are relevant include but are not limited to nuclear power plants, hydroelectric power plants, 
infrastructure projects (airports, highways), and oil and gas exploration. 
103 Please note, this supplemental guidance does not include renewable energy-specific calculation guidance. Financial institutions can refer to earlier 
editions of the Standard for that information. 
104 The attribution factor calculation is, in principle, only possible for project finance where project-specific financial data is available. For project finance 
where such data is unavailable, the attribution factor cannot be calculated but rough estimations on attribution can still be made based on region- and 
sector-ƚƓĲĦŔŉŔĦШċƻĲƖċŊĲШŉŔŰċŰĦŔċũШĬċƣċШċŰĬШƣőĲШŸƨƣƚƣċŰĬŔŰŊШċůŸƨŰƣЮШÑőŔƚШŔƚШĲǂƓũċŔŰĲĬШŔŰШůŸƖĲШĬĲƣċŔũШŔŰШƣőĲШљEƕƨċƣŔŸŰƚШƣŸШĦċũĦƨũċƣĲШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚњШ
ċŰĬШљ?ċƣċШƖĲƕƨŔƖĲĬњШƚĲĦƣŔŸŰƚШĤĲũŸƽШыƚĲĲШ§ƓƣŔŸŰШΟĤШċŰĬШ§ƓƣŔŸŰШΟĦьЮ 
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The outstanding amount in the numerator is the amount of debt or equity provided by the individual 
financier. In the case of debt, the outstanding amount is defined as the value of the debt the borrower owes 

to the lender (i.e., disbursed debt minus any repayments105). In the case of equity, the outstanding amount 

is the outstanding value of equity the financial institution holds in the project. It is calculated by multiplying 

the relative share of the financial institution in the respective project106 by the total equity of the respective 

project according to its balance sheet. Guarantees have no attribution until they are called and turned into 
a loan. Financial institutions should either use the calendar or financial year-end outstanding amount, 
provided the approach is communicated and used consistently. 

 

At the start of the project, the total equity107 and debt108 in the denominator is the total financing available 

for the project (total debt plus equity to realize the project).109 In subsequent years, it is expected that 

projects will report annually on their financials, including balance sheet information, i.e., the total equity 
and debt within the project. The value of total equity and debt in the denominator can then be used to 
calculate the attribution factor.  

 

Figure 5.3-1 illustrates the attribution rule, where initially most of the emissions from the project are 
attributed to debt, but as debt is repaid more and more of the emissions become attributable to the equity 
providers. 

 
Figure 5.3-1. Illustration of changes in equity/debt attribution over time  

 
 

 
105 It should be emphasized that the outstanding of a debt position does not include interest accrued by the borrower. This value should only represent 
the amount disbursed by the financial institution minus any repayments on the principal because this more accurately reflects the impact of the loan in 
the real economy. 
106 The relative share of the financial institution in the respective project is calculated by dividing the number of shares the financial institution holds in the 
respective project by the total number of shares of the investee. 
107 fŰШĦċƚĲƚШƽőĲƖĲШƣőĲШƣŸƣċũШƓƖŸŢĲĦƣШĲƕƨŔƣǃШƻċũƨĲШċĦĦŸƖĬŔŰŊШƣŸШƣőĲШƓƖŸŢĲĦƣќƚШĤċũċŰĦĲШƚőĲĲƣШŔƚШŰĲŊċƣŔƻĲЯШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰ shall set total equity to 0; this 
means that all emissions are attributed to debt only, while no emissions are attributed to equity investments. This can happen when the retained 
earnings are negative while at the same time being higher than the other equity components on the balance sheet of the project. By this approach, for 
those projects that are doing well (i.e., they have high retained earnings), financial institutions attribute more emissions to equity providers; for those 
projects doing poorly (i.e., they have high retained losses), financial institutions attribute more emissions to debt providers. This is in line with the 
attribution factor rationale for listed companies, where the equity part of EVIC (i.e., market capitalization) also implicitly reflects retained earnings and 
losses (e.g., if retained earnings increase, the share price and market capitalization generally also increase). 
108 Total debt includes both current and long-term debt on the balance sheet. 
109 fŉШƣŸƣċũШĬĲĤƣШŸƖШƣŸƣċũШĲƕƨŔƣǃШĦċŰŰŸƣШĤĲШŸĤƣċŔŰĲĬШŉƖŸůШċШƓƖŸŢĲĦƣќƚШĤċũċŰĦĲШƚőĲĲƣШŉŸƖШƽőċƣĲƻĲƖШƖĲċƚŸŰШыĲЮŊЮЯШŉŸƖШƚŸůĲШŔƣШůŔŊőƣШbe difficult to obtain these 
values), financial institutions are allowed to fall back to the total balance sheet value (i.e., the sum of total equity and liabilities, which is equal to the 
ƓƖŸŢĲĦƣќƚШƣŸƣċũШċƚƚĲƣƚьШƽŔƣőШƣőĲШŔŰƣĲŰƣŔŸŰШŸŉШŔůƓƖŸƻŔŰŊШƣőŔƚШĬċƣċШƕƨċũŔƣǃШŔŰШƣőĲШŉƨƣƨƖĲЮ 
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Accounting for projects without a separate balance sheet  
The attribution methodology for this asset class presupposes, in principle, that a separate balance sheet is 
available for the project, which usually requires that the project needs to be financed via a separate legal 
entity (e.g. a special purpose vehicle). In this case the legal entity can be considered a separate use of 
proceeds structure (UoP) structure with control over the project as the sole underlying asset, which based 
on the Use of Proceeds Structures method is accounted in line with the Project Finance asset class.  

 

However, projects can also be financed without a separate balance sheet. This happens when a project is 
financed via a debt-based integrated use of proceeds structure and is particularly common for energy 
efficiency projects. Some examples are: 

¶ Project to replace fluorescent lights with LEDs in buildings. 

¶ Project to install a new boiler to upgrade a production line in a manufacturing plant. 

 
In this case, the total debt in a project might be clear at origination but is difficult or impossible to monitor 
afterwards. If no information is available on total debt, the default attribution methodology in this asset 
class cannot be applied. 

 

fŰШũŔŰĲШƽŔƣőШƣőĲШћŉŸũũŸƽШƣőĲШůŸŰĲǃќШċƓƓƖŸċĦőЯШƣőŔƚШƚĲĦƣŔŸŰШċũũŸƽƚШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚШċĦĦŸƨŰƣŔŰŊШŉŸƖШ
projects without a separate balance sheet under the requirement that the emissions of the project can be 
defined independently. This means that the project activities are independent enough from the overarching 
entity for emissions to be allocated to the project. For example: 

¶ Project replaces fluorescent lights with LEDs. The electricity use of the LEDs can be estimated. 

¶ Project installs a new boiler. The fuel use of the boiler can be measured. 

 

When the emissions can be defined independently and total debt is not available, the following attribution 
factor may be used: 

 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ 
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ 

Ὕέὸὥὰ ὴὶέὮὩὧὸ ὺὥὰόὩ ὥὸ έὶὭὫὭὲὥὸὭέὲ
 

 

The total project value is frozen at origination, i.e. the moment the investment is made. When the project 
value at origination is not feasible to obtain, financial institutions shall use the latest project value available 
and fix this value for the following years of GHG accounting, i.e., the denominator remains constant. 

 

This accounting methodology shall  only be applied if the emissions of the project can be defined 
independently. If this no longer applies, emissions shall  be calculated and attributed based on the 
financing share in the issuer or overarching entity, e.g. the whole manufacturing plant. 
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EQUATIONS TO CALCULATE FINANCED EMISSIONS  

The financed emissions from a single project are calculated by multiplying the attribution factor by the 
emissions of the respective project. The total financed emissions from multiple projects are calculated 
using the following equation: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲίὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ ὼ ὖὶέὮὩὧὸ ὩάὭίίὭέὲί 

(with p=project) 

 

fŰШƣőŔƚШċƚƚĲƣШĦũċƚƚЯШƣőĲШƚƨůШƖĲƓƖĲƚĲŰƣƚШċũũШƓƖŸŢĲĦƣƚШŔŰШċШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƓŸƖƣŉŸũŔŸЯШċŰĬШƣőĲШċƣƣƖŔĤƨƣŔŸŰШ
factor represents the proportional share of a given projectуthat is, the ratio of the outstanding amount to 
total equity and debt: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόίὸὥὲὨὭὲὫ ὥάέὲὸ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ
 ὼ ὖὶέὮὩὧὸ ὩάὭίίὭέὲί 

(with p=project) 

 

Overall, PCAF distinguishes three different options to calculate project emissions depending on the 
availability of project-specific data: 

¶ Option 1: reported emissions, where verified110 or unverified111 emissions are collected from the 
project directly or indirectly through independent third parties.  

¶ Option 2: physical activity-based emissions, where emissions are estimated based on primary 
physical activity data collected from the project (e.g., fuel consumed or megawatt-hours of electricity 
produced). The emissions data should be estimated using an appropriate calculation methodology or 
tool with verified emission factors expressed per physical activity (e.g., tCO2e/MWh) issued or 
approved by a credible independent body such as the International Energy Agency (IEA).  

¶ Option 3: economic activity-based emissions, where emissions are estimated based on economic 
activity data collected from the project (e.g., revenue or assets). The emissions data should be 
estimated using official statistical data or acknowledged EEIO tables providing region- or sector-
specific average emission factors expressed per economic activity (e.g., tCO2ĲоқШŸŉШƖĲƻĲŰƨĲШŸƖШ

tCO2ĲоқШŸŉШċƚƚĲƣьЮ112 

 

DATA REQUIRED  

Within the due diligence and monitoring of a project finance transaction, the availability and quality of 
project-specific data is generally good. Project-specific reported emissions (Option 1) ranks highest in 

 
110 This refers to reported emissions being calculated in line with the GHG Protocol and verified by a third-party auditor. 
111 This refers to reported emissions being calculated in line with the GHG Protocol without verification by a third-party auditor. Unverified reported 
emissions can be calculated by either an external party or by the borrower or investee itself. 
112 Sampling tests based on actual data on the company level extrapolated to the portfolio level can help to test the accuracy of calculations based on 
this data from statistics or EEIO tables. This may also be used to refine the data for specific sectors or regions if the reporting financial institution has a 
strong presence in and specific knowledge of the respective sector or region. National agencies and regional data providers or statistical offices in 
individual regions may assist reporting financial institutions and borrower or investee companies in various regions in finding regional and more relevant 
financial or emissions data information. 
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quality and consistency but will not always be available. Physical activity-based data (Option 2) such as 
megawatt-hours produced is generally available from a previous year or as an estimate (e.g., P50 

estimations for renewable energy projects).113 The lowest data quality applies when there is no project-

specific physical data and only financial data is available (Option 3).  

 

The data quality scorecard in Table 5.3-1 is recommended for project finance. Financial institutions can 
refine or further specify this generic data quality table per project type, as long as these refined data quality 
tables are disclosed transparently. 

 
Table 5.3-1. General description of the data quality score table for project finance  
(score 1 = highest data quality; score 5 = lowest data quality) 

Data Quality Options to estimate the 
financed emissions  

When to use each option 

Score 1 Option 1: 
Reported 
emissions 

1a Outstanding amount in the project and total project equity plus 
debt are known. Verified emissions  of the project are available. 

Score 2 1b Outstanding amount in the project and total project equity plus 
debt are known. Unverified emissions  reported by the project are 
available. 

Option 2: 
Physical 
activity -based 
emissions 

2a114 Outstanding amount in the project and total project equity plus 
debt are known. Project emissions are not known but calculated 
ƨƚŔŰŊШƓƖŔůċƖǃШƓőǃƚŔĦċũШċĦƣŔƻŔƣǃШĬċƣċШŉŸƖШƣőĲШƓƖŸŢĲĦƣќƚШĲŰĲƖŊǃШ
consumption and emission factors115 specific to that primary 
data. Relevant process emissions are added. 

Score 3 2b Outstanding amount in the project and total project equity plus 
debt are known. Project emissions are not known. Emissions are 
ĦċũĦƨũċƣĲĬШƨƚŔŰŊШƓƖŔůċƖǃШƓőǃƚŔĦċũШċĦƣŔƻŔƣǃШĬċƣċШŉŸƖШƣőĲШƓƖŸŢĲĦƣќƚШ
production 116 and emission factors specific to that primary data. 

Score 4 Option 3: 
Economic 
activity -based 
emissions 

3a Outstanding amount in the project, total project equity plus debt, 
and the ƓƖŸŢĲĦƣќƚШƖĲƻĲŰƨĲ117 are known. Emission factors for the 
sector per unit of revenue or from similar projects is known (e.g., 
tCO2e per euro or dollar of revenue earned in a sector). 

Score 5 3b Outstanding amount in the project is known. Emission factors for 
the sector per unit of asset or economic activity-based emission 
factors from similar projects (e.g., tCO2e per euro or dollar of asset 
in a sector) are known. 

3c Outstanding amount in the project is known. Emission factors for 
the sector per unit of revenue (e.g., tCO2e per euro or dollar of 
revenue earned in a sector) and asset turnover ratios  for the 
sector or from similar projects are known. 

 
113 For renewable energy projects it is customary to have experts calculate percentile production predictions based on an analysis of historic data 
resource data (wind, irradiation, hydraulic flow, etc.). The P50 value is the predicted annual production for which there is a 50% probability it will be 
exceeded in a given year. The P90 value is the predicted value that has a 90% probability of being exceeded in a given year (the 1-year P90) or of being 
exceeded in an average year over a 10-year period (the 10-year P90). PCAF proposes using the P50 predicted production. 
114 The quality scoring for the Option 2a is only possible for/applicable to scope 1 and scope 2 emissions as scope 3 emissions cannot be estimated by 
this option. Other options can be used to estimate the scope 3 emissions, however. 
115 Supplier-specific emission factors (e.g., from an electricity provider) for the respective primary activity data are always preferred over non-supplier-
specific emission factors. 
116 Production can refer to both the production of physical outputs such as steel as well as the production of electricity. 
117 If revenue is not deemed a suitable financial indicator for estimating the emissions of a project, one can apply other suitable financial indicators as a 
proxy. If an alternative indicator is used, the reasoning for the selection of this alternative indicator should be made transparent. The data quality score 
will not be affected. 
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A detailed summary of the data quality score table, including data needs and equations to calculate 
financed emissions, is provided in Annex 10.1 (Table 10.1-3).  

 

PCAF expects that the financed emissions for most projects can be derived through either reported 
emissions (Option 1), physical activity data (Option 2), or economic activity data (Option 3). 

 

EMISSION REMOVALS  

Emission removals can be relevant for project finance. Sequestered emissions (which is one form of 
emission removals) account for carbon sinks where carbon is absorbed from the atmosphere. Projects in 

ċŰШ[fќƚШƓŸƖƣŉŸũŔŸШƚőŸƨũĬШƖĲƓŸƖƣШŸŰШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚЯШƽhether nature- or technology based,118 as part of 

their GHG reporting. Reporting should follow existing GHG Protocol guidance, and emission removals shall 
be reported separately from both absolute emissions and any carbon credits retired and generated.  

 

Carbon credits generated by projects should be reported and carbon credits retired may be reported. 
These figures can provide transparency and context for the financed emissions and removals. Ultimately, 
the goal of the PCAF Financed Emissions Standard is to transparently report the total emissions impacts of 
lending and investments, not diluted by credits retired or generated.  

 

[fƚШĦċŰШĦċũĦƨũċƣĲШċƣƣƖŔĤƨƣŔŸŰШŸŉШƓƖŸŢĲĦƣƚќШƖĲƓŸƖƣĲĬШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚШƨƚŔŰŊШƣőĲШĲǂŔƚƣŔŰŊШċƣƣƖŔĤƨƣŔŸŰШƚĲƣШŸƨƣШŔŰШ
ƣőŔƚШĦőċƓƣĲƖШыƚĲĲШŉŸƖůƨũċШĤĲũŸƽьбШƣőŔƚШƚċůĲШũŸŊŔĦШċƓƓũŔĲƚШƣŸШċŰǃШċƣƣƖŔĤƨƣŔŸŰШŸŉШƓƖŸŢĲĦƣƚќШƖĲƓŸƖƣĲĬШĦƖĲĬŔƣƚШ
retired or generated. 

 

ὉάὭίίὭέὲ ὶὩάέὺὥὰί
ὕόὸίὸὥὲὨὭὲὫ ὭὲὺὩίὸάὩὲὸ

Ὕέὸὥὰ ὴὶέὮὩὧὸ ὩήόὭὸώὨὩὦὸ
 ὼ ὖὶέὮὩὧὸ ὩάὭίίὭέὲ ὶὩάέὺὥὰί 

(with p=project) 
 

Example accounting т a portfolio of different projects  
An FI invests into multiple projects with different emissions profiles as illustrated in the following table. All 
numbers are in tCO2e for the reporting year 2020 and are dummy data for the purpose of this example. 

 

 

 

 

 

 

 

 

 
118 Note that new GHG Protocol guidance is being developed on accounting for land sector activities and CO2 removals in corporate GHG inventories, 
building on the Corporate Standard and Scope 3 Standard. Draft guidance for this is expected in 2022. Where necessary, the PCAF Global Standard will 
be updated in line with the final version of the new GHG Protocol guidance. 
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Table 5.3-2: Example of data input for calculating a portfolio of different companies  

 Scope 1 Scope 2 Scope 3 Emission 
removals 

Carbon 
credits 
retired  

Carbon 
credits 

generated 

Attribution 
factor  

Forestry 
company 

1,000 100 5,000 20,000 0 5,000 10% 

Industrial 
company 

20,000 5,000 30,000 0 25,000 0 25% 

Energy 
company 

5,000 0 10,000 1,000 5,000 500 20% 

 
The portfolio contains a forestry company that sells carbon credits based on its forestry activities, an 
industrial company that buys carbon credits based on forestry activities, and a green energy company that 
builds renewable energy plants combined with afforestation activities. The FI would report aggregated 
numbers for this portfolio per the table below. This table sums the attributed emissions and credits of the 
forestry, industrial, and energy companies from the table above. Note that reporting carbon credits retired 
by clients is optional. 

 

Table 5.3-4: Calculation example portfolio of different companies  

Based on companies  
in above table 

Calculation  Total portfolio 
number 

Scope 1 т Absolute emissions 1,000 x 10% + 20,000 x 25% + 5,000 x 20% 6,100 

Scope 2 т Absolute emissions 100 x 10% + 5,000 x 25% 1,260 

Scope 3 т Absolute emissions 5,000 x 10% + 30,000 x 25% + 10,000 x 20% 10,000 

Emission removals 20,000 x 10% + 1,000 x 20% 2,200 

Carbon credits retired  25,000 x 25% + 5,000 x 20% 7,250 

Carbon credits generated 5,000 x 10% + 500 x 20% 600 

 
FIs may further subdivide these overall reporting categories into subcategories. For example, carbon 
ĦƖĲĬŔƣƚШƖĲƣŔƖĲĬШůċǃШĤĲШŉƨƖƣőĲƖШƖĲƓŸƖƣĲĬШƚĲƓċƖċƣĲũǃШĤǃШƚƓĲĦŔŉŔĦШƣǃƓĲШŸŉШĦƖĲĬŔƣШыĲЮŊЮЯШĲůŔƚƚŔŸŰƚШљċƻŸŔĬċŰĦĲњШ
ƻĲƖƚƨƚШљƖĲůŸƻċũњь119 or classified based on the credit standard (e.g., Verified Carbon Standard (VCS) or 
]ŸũĬШÉƣċŰĬċƖĬьЮШÑőĲШ[fШůċǃШĦőŸŸƚĲШƣŸШƚĲƓċƖċƣĲũǃШƖĲƓŸƖƣШћŰĲƣќШŰƨůĤĲƖƚШƣőċƣШĬŔƚƓũċǃШƣŸƣċũШċĤƚŸũƨƣĲШ
emissions minus total emission removals, for example. Nonetheless, for the purposes of this Financed 
Emissions Standard, the fundamental requirement is that reporting should at a minimum include separate 
ŰƨůĤĲƖƚШŉŸƖШċĤƚŸũƨƣĲШĲůŔƚƚŔŸŰƚШċŰĬШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚЯШŔŰШċĬĬŔƣŔŸŰШƣŸШċŰǃШћŰĲƣќШŰƨůĤĲƖƚЮ 

 

 

 

 

 

 
119 Reporting around the use of carbon offsets may need to evolve because it does not yet consistently distinguish between avoidance and removal 
offsets. 
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Example tool to calculate emission removals т the FoRESt Carbon Sequestration (FRESCOS) Tool  

FMO has been working with three other European development finance institutions (CDC, Finnfund, and 
Swedfund) and Finnish forestry expert Simosol to build an online tool to estimate the amount of carbon 
sequestered through plantation and agroforestry operations, called the FRESCOS Tool. The tool is built 
upon the IPCC Guidelines for National GHG Inventories and can be found at https://www.frescos.earth. 
While PCAF does not endorse the use of this tool specifically, the FRESCOS Tool is an example of a tool 
that can be used by FIs as a basis for calculating financed emission removals. The FRESCOS tool is open 
for other FIs and interested parties to use. 

 

LIFETIME EMISSIONS  

Portfolio accounting of emissions occurring in the reporting year does not consider lifetime emissions 
insofar as these emissions happen before or after the reporting year. For example, emissions related to 
future disposal of a wind park are not reported in the current reporting year. 

 

Nevertheless, this principle is problematic for construction projects. For example, in the case of a gas-fired 
power plant, construction emissions would be accounted during the construction phase and operational 
emissions during the operational phase. However, if the loan is repaid shortly after operation starts, the 
portfolio emissions for that investment would only reflect a small portion of the total emissions impact 
created during the lifetime of that gas-fired power plant. 

 

As the power plant is often constructed by a third party (i.e., a construction company) contracted by the 
project developer, the emissions of the construction and purchased goods and services are normally 
reported under scope 3 of the project developer. These scope 3 emissions are usually not significant 
enough to report or they might be unavailable, in which case no emissions will be reported. When these 
scope 3 emissions are relevant, they should be reported.  

 

To address the above, a financial institution should, if they are an initial sponsor or lender, assess the total 
projected lifetime scope 1 and 2 emissions for projects that were financed during the reporting year. Those 
emissions should be reported separately in the year of contracting. If a financial institution would be an 
initial lender for the above example of a gas-fired power plant, it should report in the year of contracting the 
total projected lifetime scope 1 and 2 emissions based on the installed capacity of the plant, the expected 
load factor of the plant, the expected lifetime of the plant, and the expected carbon content of the gas 
used. 

 

PORTFOLIO VS. (ANNUALIZED) LIFETIME EMISSIONS  

Various (multilateral) development banks have been working on harmonizing GHG accounting of new 

projects under the IFI Framework for a Harmonized Approach to Greenhouse Gas Accounting.120 These 

financial institutions developed a methodology to calculate the expected emissions of newly signed 

 
120 (UNFCCC, 2015). Additional information can be found at: https://unfccc.int/climate-action/sectoral-engagement/ifis-harmonization-of-standards-
for-ghg-accounting 
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contracts for specific projects in the reporting year.121 In the IFI methodology, avoided emissions are 

assessed using emission factors (called combined margin) that incorporate future greening of the 
electricity grid. These avoided emissions are annualized and reported in the year of loan/equity origination. 

  

ÖŰũŔťĲШƣőĲШf[fШůĲƣőŸĬŸũŸŊǃЯШÂ9 [ќƚШƓŸƖƣŉŸũŔŸШ]c]ШċĦĦŸƨŰƣŔŰŊШŔŰƻŸũƻĲƚШĦċũĦƨũċƣŔŰŊШƣőĲШċŰŰƨċũШĲůŔƚƚŔŸŰƚШ
ũŔŰťĲĬШƣŸШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШĤċũċŰĦĲШƚőĲĲƣШċŰĬШƨƚŔŰŊШĲůŔƚƚŔŸŰШŉċĦƣŸƖƚШыŸƓĲƖċƣŔŰŊШůċƖŊŔŰьШƣőċƣШċƖĲШ
based on the existing fossil fuel power plants in a country or region whose operation will be most affected 
(reduced) by the project. 

 

PCAF considers portfolio and (annualized) lifetime GHG accounting to be complementary. Portfolio GHG 
accounting better lends itself to target setting compared to a global carbon budget, whereas (annualized) 
lifetime GHG accounting can be used to reflect the generated emissions or avoided emissions over the 
operational lifetime. Portfolio GHG accounting is more suited to guide strategic developments on a 
portfolio level, while lifetime GHG accounting can be used to make investment-level decisions (e.g., to 
avoid investments with carbon lock-in). 

 
  

 
121 The emission factors can be found at: https://unfccc.int/climate-action/sectoral-engagement/ifis-harmonization-of-standards-forghg-accounting/ifi-
twg-list-of-methodologies 
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Commercial  
real estate 
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5.4 Commercial real estate  
 

ASSET CLASS DEFINITION  

This asset class includes on-balance sheet loans for specific corporate purposes, namely the purchase 
and refinance of commercial real estate (CRE), and on-balance sheet investments in CRE when the 
financial institution has no operational control over the property. This definition implies that the property is 
used for commercial purposes, such as retail, hotels, office space, industrial, or large multifamily rentals. 
In all cases, the owner of the building uses the property to conduct income-generating activities.  

 

In case of no operational control, CRE investments by asset owners are also included in this method. 
These investments consist of deals where the asset owner partially owns the building in a joint venture, 
ŢŸŔŰƣШŸƓĲƖċƣŔŸŰЯШŸƖШŔŰШŢŸŔŰƣШŸƽŰĲƖƚőŔƓЯШĤƨƣШĬŸĲƚŰќt have the full authority to introduce and implement 
operating policies at the property.  

 

CRE investments listed in the stock market are classified as listed equity. In this case, financial institutions 
shall use the method for Listed Equity and Corporate Bonds (subchapter 5.1). 

 

Loans secured by CRE for other purposes than CRE and loans to CRE companies are classified as 
business loans if the loans are for general corporate purposes (i.e., with unknown use of proceeds as 
defined by the GHG Protocol). In these cases, financial institutions shall use the method for Business 
Loans and Unlisted Equity (subchapter 5.2). 

 

Loans for construction and renovation of CRE are optional. As the building is often constructed by a third 
party (i.e., a construction company) contracted by the project developer, the emissions of the construction 
are normally reported under scope 3 of thĲШƓƖŸŢĲĦƣШĬĲƻĲũŸƓĲƖШĬƨƖŔŰŊШƣőĲШĤƨŔũĬŔŰŊќƚШĦŸŰƚƣƖƨĦƣŔŸŰШƓőċƚĲЮШ ƚШ
such, it can be impractical for the lender to measure the financed emissions of a construction or 
renovation loan unless the project developer reports construction emissions. The following section on 
emission scopes covered provides further explanation. 

 

EMISSION SCOPES COVERED  

For property already built, financial institutions shall cover the absolute scope 1 and 2 emissions related to 
the energy use of financed buildings during their operation. Energy use includes the energy consumed by 
ƣőĲШĤƨŔũĬŔŰŊќƚШŸĦĦƨƓċŰƣШċŰĬШƚőċƖĲĬШŉċĦŔũŔties.  

 

Reporting financed emissions from construction or renovation of buildings is optional. When measuring 
ƣőĲƚĲШĲůŔƚƚŔŸŰƚЯШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШƚőŸƨũĬШƖĲŉĲƖШƣŸШƣőĲШ]c]ШÂƖŸƣŸĦŸũќƚШŊƨŔĬċŰĦĲШƣŸШċĦĦŸƨŰƣШŉŸƖШ

construction emissions.122 If the property developer (i.e., the investee) measures and reports construction 

ĲůŔƚƚŔŸŰƚЯШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШƚőŸƨũĬШċĦĦŸƨŰƣШŉŸƖШƣőĲШƖĲũċƣĲĬШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚШĬƨƖŔŰŊШƣőĲШĤƨŔũĬŔŰŊќƚШ
construction phase. These emissions would typically be considered scope 3, category 15: investments, 

 
122 (ENCORD, 2012) 
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ŉƖŸůШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƓĲƖƚƓĲĦƣŔƻĲЮШfŉШƣőĲШŔŰƻĲƚƣĲĲШƖĲƓŸƖƣƚШĦŸŰƚƣƖƨĦƣŔŸŰШĲůŔƚƚŔŸŰƚШċƚШƓċƖƣШŸŉШŔƣƚШŸƽŰШ
scope 3 inventory, these may fall under scope 3, category 11: use of sold products, depending on the 
ŰċƣƨƖĲШŸŉШƣőĲШĬĲƻĲũŸƓĲƖќƚШĤƨƚŔŰĲƚƚЮШ 

 

If the property developer does not measure and report construction emissions, financial institutions are 
encouraged to engage with them to promote the practice. Encouraging investees to report scope 3 
emissions, particularly those related to construction, supports broader efforts to improve transparency 
and completeness in financed emissions reporting.  

 

While reporting financed construction emissions is not yet required, PCAF acknowledges that construction 
ĲůŔƚƚŔŸŰƚЯШŰŸƣċĤũǃШĤƨŔũĬŔŰŊќƚШĲůĤŸĬŔĲĬШ]c]ШĲůŔƚƚŔŸŰƚЯШċƖĲШŔůƓŸƖƣċŰƣШċŰĬШƚőŸƨũĬШŰŸƣШĤĲШŰĲŊũĲĦƣĲĬЮШÂ9 [Ш

will continue to monitor guidance developments123 on the subject. When robust approaches and data to 

measure the embodied emissions of buildings are available, PCAF could expand its coverage to include 
these emissions. 

 

ATTRIBUTION OF EMISSIONS  

ìőĲŰШĦċũĦƨũċƣŔŰŊШƣőĲШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚЯШċШĤƨŔũĬŔŰŊќƚШċŰŰƨċũШĲůŔƚƚŔŸŰƚШċƖĲШċƣƣƖŔĤƨƣĲĬШĤċƚĲĬШŸŰШƣőĲШƖċƣŔŸШ
between the outstanding amount and the property value at the time of loan or equity origination. This ratio 
is called the attribution factor: 

 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὖὶέὴὩὶὸώ ὺὥὰόὩ ὥὸ έὶὭὫὭὲὥὸὭέὲ
 

(with b=building) 
 

For loan providers, the numerator is the outstanding loan amount,124 whereas for investors, it is the 
outstanding investment amount. In both cases, the outstanding amount is the value of the loan or 
ŔŰƻĲƚƣůĲŰƣШŸŰШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШĤċũċŰĦĲШƚőĲĲƣЮШ 

 

When the property value at loan or equity origination is not feasible to obtain, financial institutions shall use 
the latest property value available and fix this value for the following years of GHG accounting, i.e., the 
denominator remains constant from the first year of GHG accounting onward.125 The property value should 
include the value of the land, the building, and any building improvements. When a CRE loan is modified 
(e.g., loan amount is increased, renewed, refinanced, or extended) and a new property value is obtained as 
part of the transaction, the property value at origination shall be updated to the property value at the time 
of the modification. 

 
123 For example, the World Business Council for Sustainable Development (WBCSD) is working on creating an approach for the embedded carbon of 
constructions. At this point, they are defining a theoretical approach with a working group consisting of real estate developers, building material 
producers, construction companies, and technical consultants. The key in this approach is to use a life cycle assessment to obtain average values of 
embedded carbon per square meter of building, which will differ per climate zone and building typology. 
124 For loan providers, the outstanding amount in the numerator is defined as the value of the debt that the borrower owes to the lender (i.e., disbursed 
debt minus any repayments). It will be adjusted annually to reflect the correct exposure, resulting in the attribution to decline to 0 at the end of the 
lifetime of the loan (i.e., when it is fully repaid). 
125 Availability of property value at origination varies by country. In some countries, financial institutions can easily retrieve the property value at 
origination from their books and do not typically update it to the current property value. In other countries, regulators require financial institutions to 
update the property value year over year. 
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When asset owners invest in CRE, they either fully finance the property or partially finance it through joint 
ventures, joint operation, or in joint ownership with other asset owners. When CRE is fully financed by an 
ċƚƚĲƣШŸƽŰĲƖШċŰĬШƣőĲШċƚƚĲƣШŸƽŰĲƖШĬŸĲƚŰќƣ őċƻĲШŸƓĲƖċƣŔŸŰċũШĦŸŰƣƖŸũШŸƻĲƖШƣőĲШĤƨŔũĬŔŰŊЯШΝΜΜӖШŸŉШƣőĲШĤƨŔũĬŔŰŊќƚШ
ĲůŔƚƚŔŸŰƚШċƖĲШċƣƣƖŔĤƨƣĲĬШƣŸШƣőĲШċƚƚĲƣШŸƽŰĲƖќƚШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚЮШìőĲŰШ9ÅEШŔƚШŢŸŔŰƣũǃШŉŔŰċŰĦĲĬШĤǃШċШŊƖŸƨƓШ
of asset owners, the attribution is based on the share invested by each asset owner. 

 

EQUATIONS TO CALCULATE FINANCED EMISSIONS  

Financed emissions of a CRE loan or investment are calculated by multiplying the attribution factor by the 
emissions of the building. Thus, financed emissions are calculated as follows: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲίὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ ὼ ὄόὭὰὨὭὲὫ ὩάὭίίὭέὲί 

(with b=building) 
 

ÑőĲШĲůŔƚƚŔŸŰƚШŸŉШĤƨŔũĬŔŰŊƚШċƖĲШĦċũĦƨũċƣĲĬШċƚШƣőĲШƓƖŸĬƨĦƣШŸŉШċШĤƨŔũĬŔŰŊќƚШĲŰĲƖŊǃШĦŸŰƚƨůƓƣŔŸŰШċŰĬШƚƓĲĦŔŉŔĦШ
emission factors for each source of energy consumed. The total energy use of the building includes the 
energy consumed by the occupants of the building. 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὖὶέὴὩὶὸώ ὺὥὰόὩ ὥὸ έὶὭὫὭὲὥὸὭέὲ
ȟ

 ὼ ὉὲὩὶὫώ ὧέὲίόάὴὸὭέὲȟ ὼ ὉάὭίίὭέὲ Ὢὥὧὸέὶ 

(with b=building and e=energy source) 

 

DATA REQUIRED  

Actual building energy consumption is preferred but may not be widely available. In the absence of 
metered data, energy use can be estimated based on building characteristics and publicly available data. 

 

Various sources and commercial databases are available and divide energy consumption by 
characteristics like energy label, type of property, and floor area of property. When applying these data on a 
large sample of financed properties, it is possible to get a reasonable approximation of the emissions. 
Similarly, supplier-specific emission factors126 for specific energy sources should be used if they are 
available. If they are not, average emission factors127 ůċǃШĤĲШƨƚĲĬЮШÂ9 [ќƚШƽĲĤ-based emission factor 
database provides emission factors by building type, floor area, and number of buildings for a large set of 
geographies. In March 2022, PCAF launched a publicly available database of emission factors for 
European buildings as part of its project, Financing towards net-zero buildings. 

 

To improve building energy use estimation, financial institutions should collect data on building 
characteristics (e.g., size, building use, climate zone, and year constructed). Based on the data available, 
the following data hierarchy is proposed in order of preference: 

 
126 In the case of electricity, supplier-specific emission factors are the same as market-based emission factors. 
127 In the case of electricity, average emission factors, which are non-supplier-specific emission factors, are the same as location-based emission 
factors. 

https://building-db.carbonaccountingfinancials.com/login.php
https://building-db.carbonaccountingfinancials.com/login.php
https://carbonaccountingfinancials.com/financing-towards-net-zero-buildings
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Table 5.4-1. General description of the data quality score table for CRE  
(score 1 = highest data quality; score 5 = lowest data quality) 

Data Quality Options to estimate the 
financed emissions  

When to use each option 

Score 1 
 

Option 1: Actual 
building emissions  

1a Primary data on actual building energy consumption (i.e., 
metered data) is available. Emissions are calculated using 
actual building energy consumption and supplier -specific 
emission factors 128 specific to the respective energy source. 

Score 2 1b Primary data on actual building energy consumption  (i.e., 
metered data) is available. Emissions are calculated using 
actual building energy consumption and average emission 
factors  specific to the respective energy source. 

Score 3 Option 2: Estimated 
building emissions 
based on floor area 

2a Estimated building energy consumption per floor area based 
on official building energy labels129 AND the floor area are 
available. Emissions are calculated using estimated building 
energy consumption and average emission factors specific to 
the respective energy source. 

Score 4 2b Estimated building energy consumption per floor area based 
on building type and location-specific statistical data AND the 
floor area are available. Emissions are calculated using 
estimated building energy consumption and average emission 
factors  specific to the respective energy source. 

Score 5 Option 3: Estimated 
building emissions 
based on number of 
buildings 

3 Estimated building energy consumption per building based 
on building type and location-specific statistical data AND 
the number of buildings  are available. Emissions are 
calculated using estimated building energy consumption and 
average emission factors specific to the respective energy 
source 

 
A detailed summary of the data quality score table, including data needs and equations to calculate 
financed emissions, is provided in Annex 10.1 (Table 10.1-4). 

 

OTHER CONSIDERATIONS  

Emission factors specific to energy source  
Consumed energy can be converted to tCO2e using emission factors. When converting building energy use 
to emissions, care should be taken to use emission factors that are appropriate to the energy type used in 
the building, e.g., electricity, natural gas, fuel oil, steam, etc. These factors should be specified according 
to the type of energy consumed. 

 

 

 
128 Supplier-specific emission factor is an emission rate provided by the energy supplier (e.g., utility) to its customers reflecting the emissions associated 
with the energy it provides (e.g., electricity, gas, etc.). Average emission factors represent the average emissions of the respective energy sources 
occurring in a defined boundary (e.g., national or subnational). 
129 In jurisdictions where official energy labels are unavailable, financial institutions may rely on alternative labels or certificates that they determine to 
be equivalent in specificity and quality, for the purpose of achieving a comparable data quality score. 
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Building characteristics  
Various building characteristics can be taken into consideration to provide additional resolution to average 
energy consumption and emissions when actual data is unavailable. Many countries conduct surveys to 
publicly provide building type and location-specific statistical data on average energy consumption by 

characteristics such as floor space,130 principal building activity, region, number of floors, and year 

constructed. Other national surveys might provide tables on emissions and energy sources or end use by 
industry and region.  

 

ìőĲƖĲШƓŸƚƚŔĤũĲЯШƣőĲШůŸƚƣШĦŸůůŸŰШƖĲŊŔŸŰċũШĲũĲĦƣƖŔĦŔƣǃШŊƖŔĬШůŔǂШĬċƣċШŉŸƖШƣőĲШĤƨŔũĬŔŰŊќƚШũŸĦċƣŔŸŰШƚőŸƨũĬШĤĲШ
used. If this is unavailable, country-level electricity grid mix emissions data should be used. 

 

LIMITATIONS  

Country -specific assumptions  
Many countries lack widespread use of building energy labels, and it may be challenging for financial 
ŔŰƚƣŔƣƨƣŔŸŰƚШƣŸШċĦĦĲƚƚШċШĤŸƖƖŸƽĲƖќƚШůĲċƚƨƖĲĬШĲŰĲƖŊǃШĦŸŰƚƨůƓƣŔŸŰШĬċƣċЮШ ƚШƚƨĦőЯШũŔůŔƣĲĬШċĦƣƨċũШĬċƣċШƽŔũũШ
require financial institutions to estimate building energy use. Institutions may find that the data they have 
available in the existing portfolio requires using average values. Collecting additional building data at loan 
or investment origination may improve future estimations of energy use. Some municipal governments are 
collecting building energy data, and this could prove useful for some financial institutions. 

 

Some country-specific adjustments will need to be made to make the calculation applicable depending on 
the data availability and standards in each country. The variations across countries in their systems of 
categorizing the energy efficiency of buildings require a tailored approach for optimal accuracy in 
calculations. 

 
Property value  
This Financed Emissions Standard requires financial institutions to use the property values determined at 
loan or equity origination in relation to the original value of the property. Thus, using the outstanding 
amount to the original value provides a consistent estimate of the proportion of the project attributable to 
the loan and investment. Nevertheless, PCAF recognizes that the availability of property value at loan or 
equity origination varies globally. In some countries, financial institutions can easily retrieve the property 
value at origination from their books and do not typically update it on an annual basis. In other countries, 
regulators require financial institutions to update property values annually.  

 

Considering these differences, and to ensure as much consistency as possible in the calculations, when 
financial institutions do not have the property value at origination, they shall use the latest property value 
available. In addition, they shall fix this value for the following years of GHG accounting, i.e., the 
denominator remains constant from the first year of GHG accounting onward.  

 

The property value includes the value of the land, the building, and any building improvements. 

 
130 When selecting an emission factor based on floor space, financial institutions should make sure that the unit of the emission factor matches the type 
of floor area, e.g., net floor area, usable floor, etc. 
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Mortgages 
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5.5 Mortgages 
 

ASSET CLASS DEFINITION  

This asset class includes on-balance sheet loans for specific consumer purposes, namely the purchase 
and refinance of residential property, including individual homes and multifamily housing with a small 
number of units. This definition implies that the property is used only for residential purposes and not for 
commercial activities. 

 

If the loan is used to refinance a mortgage and this loan is provided by the original mortgage provider, the 
new loan supersedes the original mortgage. If the refinancing is done by an institution other than the 
original loan provider, the new loan and assŸĦŔċƣĲĬШĤƨŔũĬŔŰŊќƚШĲůŔƚƚŔŸŰƚШċƖĲШċƣƣƖŔĤƨƣĲĬШƣŸШƣőĲШŔŰƚƣŔƣƨƣŔŸŰШ
providing the loan for refinancing.  

 

Home equity loans (HELs) and home equity lines of credit (HELOCs) are not required under this 
methodology given that these products are generally consumer loans for general consumer purposes, i.e., 

with unknown use of proceeds as defined by the GHG Protocol.131  

 

Mortgages used to construct or renovate a house are not required at this point, given that the homeowner 
does not directly account for construction emissions. As a home is often constructed or renovated by a 
third party (i.e., a home builder) contracted by the homeowner, the emissions of the construction would 

ŰŸƖůċũũǃШĤĲШċĦĦŸƨŰƣĲĬШĤǃШƣőĲШƣőŔƖĬШƓċƖƣǃШĬƨƖŔŰŊШƣőĲШĤƨŔũĬŔŰŊќƚШĦŸŰƚƣƖƨĦƣŔŸŰШƓőċƚĲЮ132  

 

 ĲƻĲƖƣőĲũĲƚƚЯШÂ9 [ШċĦťŰŸƽũĲĬŊĲƚШƣőċƣШĦŸŰƚƣƖƨĦƣŔŸŰШĲůŔƚƚŔŸŰƚЯШŰŸƣċĤũǃШĤƨŔũĬŔŰŊќƚШĲůĤŸĬŔĲĬШ]c]Ш
emissions, are important and should not be neglected. PCAF recommends financial institutions to find 
opportunities in the due diligence process to influence the homeowner into making low carbon choices. 

PCAF will continue to monitor guidance developments133 on the subject. When robust approaches and 

data to measure the embodied emissions of buildings are available, PCAF could expand its coverage to 
include these emissions. 

 

EMISSION SCOPES COVERED  

Financial institutions shall cover the absolute scope 1 and 2 emissions related to the energy use of the 
property financed through the mortgage. Energy use includes the energy consumed by the building 
occupants. If the mortgage is used to purchase a multifamily home with shared facilities, scope 1 and 2 
emissions of the whole property should be covered. If the mortgage is used to buy a single apartment or 
house, emissions related to the apartment or house should be covered. 

 

 
131 If the consumer loan is to purchase motor vehicles, financial institutions shall use the motor vehicle loans asset class method (subchapter 5.6). 
132 Theoretically, these emissions would be categorized under scope 3 of the homeowner, but in practice homeowners do not report emissions; thus, it is 
impractical for financial institutions to measure financed emissions of a construction or renovation mortgage. 
133 For example, the WBCSD is working on creating an approach for the embedded carbon of constructions. At this point, they are defining a theoretical 
approach with a working group consisting of real estate developers, building material producers, construction companies, and technical consultants. 
The key in this approach is to use a life cycle assessment to obtain average values of embedded carbon per square meter of building, which will differ per 
climate zone and building typology. 
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ATTRIBUTION OF EMISSIONS  

ìőĲŰШĦċũĦƨũċƣŔŰŊШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚЯШċШĤƨŔũĬŔŰŊќƚШċŰŰƨċũШĲůŔƚƚŔŸŰƚШċƖĲШċƣƣƖŔĤƨƣĲĬШƣŸШƣőĲШůŸƖƣŊċŊĲШ
provider using a loan-to-value approach. Thus, the attribution is equal to the ratio of the outstanding 
amount at the time of GHG accounting to the property value at the time of loan origination. 

 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὖὶέὴὩὶὸώ ὺὥὰόὩ ὥὸ έὶὭὫὭὲὥὸὭέὲ
 

(with b=building) 

 

When the property value at loan origination is not feasible to obtain, financial institutions shall use the 
latest property value available and fix this value for the following years of GHG accounting, i.e., the 

denominator remains constant.134  

 

ÑőĲШċƣƣƖŔĤƨƣŔŸŰШċƓƓƖŸċĦőШċƚƚƨůĲƚШƣőĲШƖĲƚŔĬĲŰƣŔċũШƓƖŸƓĲƖƣǃШŸƽŰĲƖШċũƚŸШƣċťĲƚШŸƽŰĲƖƚőŔƓШŸŉШƣőĲШĤƨŔũĬŔŰŊќƚШ
emissions. 

 

EQUATIONS TO CALCULATE FINANCED EMISSIONS  

Financed emissions of mortgages are calculated by multiplying the attribution factor by the emissions of 
the building. Thus, financed emissions are calculated as follows: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲίὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ ὼ ὄόὭὰὨὭὲὫ ὩάὭίίὭέὲί 

(with b=building) 

 

ÑőĲШĲůŔƚƚŔŸŰƚШŸŉШĤƨŔũĬŔŰŊƚШċƖĲШĦċũĦƨũċƣĲĬШċƚШƣőĲШƓƖŸĬƨĦƣШŸŉШċШĤƨŔũĬŔŰŊќƚШĲŰĲƖŊǃШĦŸŰƚƨůƓƣŔŸŰШċŰĬШƚƓĲĦŔŉŔĦШ
emission factors for each source of energy consumed. The total energy use of the building includes the 
ĲŰĲƖŊǃШĦŸŰƚƨůĲĬШĤǃШƣőĲШĤƨŔũĬŔŰŊќƚШŸĦĦƨƓċŰƣЮШÑőĲШequation below is the result. 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὖὶέὴὩὶὸώ ὺὥὰόὩ ὥὸ έὶὭὫὭὲὥὸὭέὲ
ȟ

 ὼ ὉὲὩὶὫώ ὧέὲίόάὴὸὭέὲȟ ὼ ὉάὭίίὭέὲ Ὢὥὧὸέὶ 

(with b=building and e=energy source) 

 

DATA REQUIRED 

The availability of data on the energy consumption of properties is still limited in many countries; in others, 
it has improved considerably due to policy regulations within the built environment, such as the 
introduction of energy performance certificates and energy labels. In such countries, the available data is 
ƨƚƨċũũǃШċŰŸŰǃůŔǍĲĬШĤǃШċƻĲƖċŊŔŰŊШĬċƣċШŸƻĲƖШƚĲƻĲƖċũШőŸƨƚĲőŸũĬƚШŔŰШƣőĲШƚċůĲШƓĲĲƖШŊƖŸƨƓЮШ§ŉƣĲŰЯШĤƨŔũĬŔŰŊƚќШ

 
134 Availability of property value at loan origination varies by country. In some countries, financial institutions can easily retrieve the property value at loan 
origination from their books and do not typically update it to the current property value. In other countries, regulators require financial institutions to 
update the property value year over year. 
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energy data is available by energy label, type of household or sector, and type of property. When applying 
these data on many financed properties, it is possible to get a reasonable approximation of the emissions.  

 

As more data sources become available, financial institutions are expected to move up the data hierarchy. 
Easily accessible data for many countries is currently between score 4 and 5 of the data quality score table 
provided below.  

 

Some financial institutions may not collect information on property size, in which case they can use the 
average energy consumption by building and geographic region. Financial institutions should use the 
highest quality dataset available and evaluate new data sources on a regular basis.  

 

Supplier-specific emission factors135 for specific energy sources should be used if they are available. If they 

are not, average emission factors136 ůċǃШĤĲШƨƚĲĬЮШÂ9 [ќƚШƽĲĤ-based emission factor database137 provides 

emission factors by building type (e.g., single-family house and multifamily house), floor area, and number 
of buildings for a large set of geographies. 

 

The following data hierarchy is proposed in order of preference:  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
135 In the case of electricity, supplier-specific emission factors are the same as market-based emission factors. 
136 In the case of electricity, average emission factors, which are non-supplier-specific emission factors, are the same as location-based emission 
factors. 
137 The PCAF web-based emission factor database is currently only available to financial institutions that have committed to PCAF. 
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Table 5.5-1. General description of the data quality score table for mortgages  
(score 1 = highest data quality; score 5 = lowest data quality) 

Data Quality Options to estimate the 
financed emissions  

When to use each option 

Score 1 
 

Option 1: Actual 
building emissions  

1a Primary data on actual building energy consumption  (i.e., 
metered data) is available. Emissions are calculated using 
actual building energy consumption and supplier -specific 
emission factors 138 specific to the respective energy source. 

Score 2 1b Primary data on actual building energy consumption  (i.e., 
metered data) is available. Emissions are calculated using 
actual building energy consumption and average emission 
factors  specific to the respective energy source. 

Score 3 Option 2: Estimated 
building emissions 
based on floor area 

2a Estimated building energy consumption per floor area 
based on official building energy labels139 AND the floor 
area are available. Emissions are calculated using estimated 
building energy consumption and average emission factors 
specific to the respective energy source. 

Score 4 2b Estimated building energy consumption per floor area 
based on building type and location-specific statistical 
data AND the floor area are available. Emissions are 
calculated using estimated building energy consumption and 
average emission factors specific to the respective energy 
source. 

Score 5 Option 3: Estimated 
building emissions 
based on number of 
buildings 

3 Estimated building energy consumption per building based 
on building type and location-specific statistical data AND 
the number of buildings  are available. Emissions are 
calculated using estimated building energy consumption and 
average emission factors specific to the respective energy 
source 

 

A detailed summary of the data quality score table, including data needs and equations to calculate 
financed emissions, is provided in Annex 10.1 (Table 10.1-5). 

  

Financial institutions should work with actual data on the energy consumption of properties, if available. 
The energy consumed at the household level (e.g., gas, electricity, heating oil, wood, etc.) can be 
converted to CO2e emissions using supplier-specific emission factors or average emission factors if no 
emissions data is provided in the chosen data sources. Some data sources report only energy use whereas 
others report CO2e emissions. 

 

 
138 Supplier-specific emission factor is an emission rate provided by the energy supplier (e.g., utility) to its customers reflecting the emissions associated 
with the energy it provides (e.g., electricity, gas, etc.). Average emission factors represent the average emissions of the respective energy sources 
occurring in a defined boundary (e.g., national or subnational). 
139 In jurisdictions where official energy labels are unavailable, financial institutions may rely on alternative labels or certificates that they determine to be 
equivalent in specificity and quality, for the purpose of achieving a comparable data quality score. 
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As an intermediate step, financial institutions could start collecting building size data, in addition to 
geographic location and building type, and energy labels, where available, to more accurately capture the 
financed emissions of their mortgages. 

 

OTHER CONSIDERATIONS  

Obtaining data on energy consumption  
Actual energy consumption data specific to a certain mortgage portfolio is preferred because this will be 
more accurate than working with average energy consumption data. In some markets with clear 
government partnerships on climate action, financial institutions might attempt to work at the policy level 
to obtain actual data directly from grid operators or government agencies.  

 

Almost all grids are reducing their emissions over time, resulting in gradually reduced emissions for 
ůŸƖƣŊċŊĲШƓŸƖƣŉŸũŔŸƚЮШìőĲƖĲШƓŸƚƚŔĤũĲЯШƣőĲШůŸƚƣШĦŸůůŸŰШƖĲŊŔŸŰċũШĲũĲĦƣƖŔĦŔƣǃШŊƖŔĬШůŔǂШĬċƣċШŉŸƖШƣőĲШĤƨŔũĬŔŰŊќƚШ
location should be used; if unavailable, country-level electricity grid mix emissions data should be used. If 
actual consumption data is unavailable, financial institutions should start collecting building size, 
geographic location, and building type data to more accurately capture the associated emissions of their 
mortgages.  

 

If actual energy consumption data is used, it may be unclear if all energy consumption is applicable solely 
for the house or, for instance, also for an electric vehicle (EV). If possible, the actual energy consumption 
data can be further disaggregated to differentiate the electricity used in the home from the electricity used 
for charging the vehicle. 

 
Off-balance mortgages  
The scope of this methodology is on-balance sheet mortgages. Off-balance sheet mortgages are not 
included. If relevant and substantial, off-balance sheet mortgages can be reported separately.  

 

Distinguishing between private and corporate mortgages  
No distinction is made between private or corporate mortgages.  

 

fůƓƖŸƻŔŰŊШċШőŸůĲќƚШĲŰĲƖŊǃШƓĲƖŉŸƖůċŰĦĲШ 
ÑőĲШċƣƣƖŔĤƨƣŔŸŰШċƓƓƖŸċĦőШċƚƚƨůĲƚШƣőĲШƖĲƚŔĬĲŰƣŔċũШƓƖŸƓĲƖƣǃШŸƽŰĲƖШċũƚŸШƣċťĲƚШŸƽŰĲƖƚőŔƓШŸŉШƣőĲШĤƨŔũĬŔŰŊќƚШ
emissions. During the mortgage period, financial institutions may have the opportunity to work with the 
property owner to lower the building emissions by offering additional financial services that are used to 
improve the energy performance of the building. Green mortgages, low carbon mortgages, or energy 
efficient mortgages are some of the existing products in various markets around the globe.  

 

LIMITATIONS  

Results depend on data quality  
Many assumptions must be made to calculate the emissions of mortgages as data is often difficult to 
retrieve for privacy reasons. Even though the calculation method does not differ greatly, the data sources 
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used can yield different resultsуfor instance, when average consumption data is replaced by actual 
consumption data from grid operators. 

 
Country -specific assumptions  
Some country-specific adjustments will need to be made to make the calculation applicable depending on 
the data availability and standards in each country. The variations across countries in their systems of 
categorizing the energy efficiency of houses require a tailored approach for optimal accuracy in 
calculations. 
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Motor vehicle 
loans 
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5.6 Motor vehicle loans  
 

ASSET CLASS DEFINITION 

This asset class refers to on-balance sheet loans and lines of credit to businesses and consumers for 

specific (corporate or consumer) purposes - namely the finance of one or several140 motor vehicles.  

 

Financial institutions will finance different vehicle types and will also use different internal definitions and 
categories for the motor vehicle types being financed. For example, one financial institution may have a 
portfolio mainly of passenger cars and motorcycles, while another financial institution may have a strong 
share of buses and heavy-duty trucks.  

 

This methodology does not prescribe a specific list of vehicle types falling within this asset class. Instead, it 
leaves it open for financial institutions to decide and define what vehicle types to include in their inventory 
of financed emissions. It is the responsibility of each financial institution to define the vehicle types 
included in their respective inventories of financed emissions and, in the case of leaving a specific vehicle 
type out of the GHG accounting exercise, to provide a transparent explanation of why a vehicle type is 
excluded.  

 

The following non-exhaustive list provides examples of the vehicle types that may fall under the asset class 
of motor vehicle loans: 

¶ Passenger car  

¶ Motorcycle  

¶ Light commercial truck (e.g., vans)  

¶ Medium/heavy commercial truck 

¶ Recreational vehicles  

¶ Bus  

¶ Snowmobiles/all-terrain vehicles 

¶ Boats, including outboard motors141  

¶ Yellow equipment (i.e., earth-moving vehicles for mining and construction)  

 
Financial institutions typically finance motor vehicle loans through consumer lending or business lending. 
Consumer lending for motor vehicles includes financing the purchase of a motor vehicle for a private 
person, whereas business loans for motor vehicles typically includes financing a fleet of motor vehicles for 

a business.142 

 

 

 
140 A single loan might cover the purchase of several vehicles or fleets. In any case, the methodology presented in this chapter should be used. 
141 Depending on the portfolio of some financial institutions, it may be appropriate to differentiate between the vehicle and the propulsion system of that 
vehicle. In this case, it is possible to apply the methodology for the vehicle as a whole but also to the propulsion system on its own. An example of this are 
financial institutions that have boats on their portfolio. In this case, it is common to have loans for boats and also loans for outboard motors alone. 
142  ŸƣĲШƣőċƣШƣőĲШƣĲƖůШљŉũĲĲƣњШĬŸĲƚШŰŸƣШŰĲĦĲƚƚċƖŔũǃШƖĲŉĲƖШƣŸШůƨũƣŔƓũĲШƻĲőŔĦũĲƚШŸŰũǃЮШfƣШĦċŰШċũƚŸШƖĲŉĲƖШƣŸШċШƚŔŰŊũĲШĤƨƚŔŰĲƚƚШƻĲőŔĦle. 
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EMISSION SCOPES COVERED  

Financial institutions shall calculate and report the annual scope 1 and scope 2 emissions of the vehicles 
being financed:  

¶ Scope 1: Direct emissions from fuel combustion in vehicles  

¶ Scope 2: Indirect emissions from electricity generation consumed in EVs (hybrid and fully EVs) 

 

Scope 3 emissions related to the production of vehicles, delivery of vehicles to buyers, or 
decommissioning of vehicles after use do not need to be covered because these emissions are difficult to 
obtain and can be considered rather marginal. However, if a financial institution seeks to account for the 
production emissions of new vehicles (i.e., embodied emissions), they should report the emissions as 
follows: 

¶ In the initial financing year, the financial institution shall report the production emissions of the 
respective vehicle as a lump sum under scope 3 emissions, while the operational emissions in the 
respective year shall be reported under scope 1 or 2 emissions. 

¶ In the following financing years, the financial institution shall not report any production emissions of 
the respective vehicle; they shall only report the operational emissions under scope 1 or 2 emissions.  

 
This approach on scope 3 emissions only holds for new vehicles, not used vehicles. 

 

ATTRIBUTION OF EMISSIONS 

ƚШċШĤċƚŔĦШċƣƣƖŔĤƨƣŔŸŰШƓƖŔŰĦŔƓũĲЯШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШċĦĦŸƨŰƣƚШŉŸƖШċШƓŸƖƣŔŸŰШŸŉШƣőĲШĤŸƖƖŸƽĲƖќƚШċŰŰƨċũШ
motor vehicle emissions as determined by the ratio between the outstanding amount (numerator) and the 
value of the motor vehicle at loan origination (denominator). This ratio is called the attribution factor:  

1. Outstanding amount (numerator):  This is the actual outstanding motor vehicle loan amount, 
defined as the value of the debt that the debtor owes to the creditor. It will be adjusted annually to 
reflect the correct exposure, resulting in the attribution to decline to 0 at the end of the lifetime of 
the loan (i.e., when it is fully repaid). Financial institutions should either use the calendar or 
financial year-end outstanding loan, provided the approach is communicated and used 
consistently.  

2. Total value at origination (denominator): This is the total value of the motor vehicle at loan 
origination, which corresponds to the price of the vehicle at the time of the transaction, i.e., equity 
plus debt at origination. 

 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ 
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

Ὕέὸὥὰ ὺὥὰόὩ ὥὸ έὶὭὫὭὲὥὸὭέὲ
 

(with v = vehicle or vehicle fleet) 

 

If the total value of the motor vehicle at origination (i.e., the denominator) is unknown, financial institutions 
should take a conservative approach and assume 100% attribution. As soon as the motor vehicle loan is 
repaid, the financed emissions associated with that loan are equal to 0. 
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EQUATIONS TO CALCULATE FINANCED EMISSIONS  

The financed emissions from a motor vehicle loan are calculated by multiplying the attribution factor by the 
emissions of the motor vehicle. The total financed emissions from multiple motor vehicle loans are 
calculated as follows: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲίὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ ὼ ὠὩὬὭὧὰὩ ὩάὭίίὭέὲί 

(with v = vehicle or vehicle fleet) 

 

The emissions can, in principle, be calculated by multiplying the distance traveled by the vehicle (e.g., km) 
by the fuel efficiency of the vehicle (e.g., l diesel/km, kWh electricity/km) and an emission factor specific to 
the fuel type of the vehicle (e.g., kg CO2e/l diesel, kg CO2e/kWh electricity). The total financed emissions 
from multiple motor vehicle loans are calculated as follows: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

Ὕέὸὥὰ ὺὥὰόὩ ὥὸ έὶὭὫὭὲὥὸὭέὲ
 ὼ ὠὩὬὭὧὰὩ ὩάὭίίὭέὲί 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

Ὕέὸὥὰ ὺὥὰόὩ ὥὸ έὶὭὫὭὥὲὸὭέὲ
 ὼ ὈὭίὸὥὲὧὩὨ ὸὶὥὺὩὰὩὨ ὼ ὉὪὪὭὧὭὩὲὧώȟ ὼ ὉάὭίίὭέὲ Ὢὥὧὸέὶ

ȟ

 

(with v = vehicle or vehicle fleet, f=fuel type) 

 

The financed emissions from motor vehicle loans can be calculated in several ways depending on the 
availability of data to derive the emissions of the financed vehicle. Overall, PCAF distinguishes three 
options to calculate the financed emissions from motor vehicle loans depending on the data used:143  

¶ Option 1: actual vehicle-specific emissions ,144 where emissions are calculated based on actual 
vehicle fuel consumption or actual vehicle distance traveled for a known vehicle make and model 
with data directly collected from the borrower.  

- Option 1a: Vehicle emissions are calculated based on primary data on actual vehicle fuel 
consumption .  

- Option 1b: Vehicle emissions are calculated based on vehicle efficiency and fuel type (fossil or 
electricity) from known vehicle make and model145 and primary data for actual vehicle 
distance traveled . 

¶ Option 2: estimated vehicle-specific  emissions , where emissions are calculated based on 
estimated vehicle distance traveled for a known vehicle make and model with data collected from 
official statistics.  

 
143 For all options the attribution factor is calculated in the same way; the only thing changing is the way vehicle emissions are calculated 
144 For motor vehicle loans to consumers, this approach seems rather unrealistic as consumers are unlikely to report their actual fuel consumption or 
distance traveled to a financial institution. However, for motor vehicle loans to businesses (in particular for financing of company-owned staff cars), 
companies often collect information on actual fuel consumption or distance traveled and could share such information with financial institutions. 
145 Vehicle make and model refers to the name of the company that manufactures the vehicle and the product name of the vehicle. For example, Toyota 
Prius. 
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- Option 2a: Vehicle emissions are calculated based on vehicle efficiency and fuel type (fossil or 
electricity) from known vehicle make and model and estimated vehicle distance traveled  
derived from local statistical data.146 

- Option 2b: Vehicle emissions are calculated based on vehicle efficiency and fuel type (fossil or 
electricity) from known vehicle make and model and estimated vehicle distance traveled  
derived from regional statistical data .147  

¶ Option 3: estimated vehicle-unspecific emissions , where emissions are calculated based on 
estimated vehicle distance traveled for an unspecified vehicle with data collected from official 
statistics.  

- Option 3a: Vehicle emissions are calculated based on vehicle efficiency and fuel type (fossil or 
electricity) from known vehicle type148 (vehicle make and model are unknown) and estimated  
vehicle distance traveled  derived from local or regional statistical  data.  

- Option 3b: Vehicle emissions are calculated based on vehicle efficiency and fuel type (fossil or 
electricity) from an average vehicle (vehicle make and model and vehicle type are unknown)149 
and estimated vehicle distance traveled  derived from local or regional statistical  data. 

 

DATA REQUIRED  

PCAF distinguishes three options with six sub-options to calculate the financed emissions from motor 
vehicle loans depending on the data used. Although Option 1b, Option 2a, and Option 2b are all based on 
known vehicle characteristics of vehicle efficiency and fuel type, the data used for vehicle distance traveled 
is of higher quality for Option 1b than it is for Option 2a, and it is of higher quality for Option 2a than it is for 
Option 2b. In this sense, while there are several options to calculate financed emissions, the quality of the 
results is not the same for all these options. For this reason, PCAF gives a higher score to results obtained 
with higher data quality and a lower score to results obtained with lower data quality (score 1 = highest 
data quality; score 5 = lowest data quality). If a financial institution uses a mix of options to calculate the 
emissions of a borrower, the data score for the lower-rated option should be assumed for this borrower 
(i.e., score 4 from Option 3a). Take for instance a line item for which actual distance traveled and vehicle 
type are known, while vehicle make and model are unknown. This means that Option 1b and Option 3a are 
mixed, and therefore, the highest possible data quality score this line item could receive is score 4. This is 
because that is the score of the lowest-rated option in the mix, Option 3a.  

 

Table 5.6-1 provides data quality scores for each of the described options that can be used to calculate the 
financed emissions for motor vehicle loans. 

 

 

 

 

 

 

 
146 Local statistical data refers to statistical data at the province/state or small country level. 
147 Regional statistical data refers to statistical data at the large country or a subcontinental level. 
148 Vehicle type refers to an overall vehicle class such as passenger car, bus, or light commercial truck. 
149 If it is not possible to know the vehicle type, then an average vehicle can be assumed. 
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Table 5.6-1. General description of the data quality score table for motor vehicle loans  

(score 1 = highest data quality; score 5 = lowest data quality)150,151 

Data Quality Options to estimate  
the financed emissions  

When to use each option 

Score 1 
 

Option 1: 
Actual vehicle-
specific 
emissions 

1a Outstanding amount and total value at origination of vehicle or vehicle 
fleet are known. Primary data on actual vehicle fuel  consumption  is 
available. Emissions are calculated using actual fuel consumption and 
fuel type-specific emission factors. 

1b Outstanding amount and total value at origination of vehicle or vehicle 
fleet are known. Vehicle efficiency and fuel type (fossil and/or electricity) 
are available from known vehicle make and model.152 Primary data on 
actual vehicle distance  traveled is available. Emissions are calculated 
using estimated fuel consumption and fuel type-specific emission 
factors. 

Score 2 Option 2: 
Estimated 
vehicle-
specific 
emissions 

2a Outstanding amount and total value at origination of vehicle or vehicle 
fleet are known. Vehicle efficiency and fuel type (fossil and/or electricity) 
are available from known vehicle make and model. Distance traveled 
is estimated based on local statistical data .153 Emissions are 
calculated using estimated fuel consumption and fuel type-specific 
emission factors. 

Score 3 2b Outstanding amount and total value at origination of vehicle or vehicle 
fleet are known. Vehicle efficiency and fuel type (fossil and/or electricity) 
are available from known vehicle make and model. Distance traveled 
is estimated based on regional statistical data. 154 Emissions are 
calculated using estimated fuel consumption and fuel type-specific 
emission factors. 

Score 4 Option 3: 
Estimated 
vehicle-
unspecific 
emissions 

3a Outstanding amount and total value at origination of vehicle or vehicle 
fleet are known. Vehicle efficiency and fuel type (fossil and/or electricity) 
are estimated from known vehicle type (vehicle make and model are 
unknown).155 Distance traveled is estimated based on local or 
regional statistical data . Emissions are calculated using estimated fuel 
consumption and fuel type-specific emission factors. 

Score 5 3b Outstanding amount and total value at origination of vehicle or vehicle 
fleet are known. Vehicle efficiency and fuel type (fossil and/or electricity) 
are estimated for an average vehicle (vehicle make and model and 
vehicle type are unknown).156 Distance traveled is estimated based on 
local or regional statistical data. Emissions are calculated using 
estimated fuel consumption and fuel type-specific emission factors. 

 
A detailed summary of the data quality score table, including data needs and equations to calculate 
financed emissions, is provided in Annex 10.1 (Table 10.1-6). 

 

Data for all three options can be derived from different data sources. Data on vehicle efficiency and fuel 
ƣǃƓĲШƓĲƖШƻĲőŔĦũĲШůċťĲШċŰĬШůŸĬĲũШĦċŰШĤĲШĬĲƖŔƻĲĬШŉƖŸůШŸŉŉŔĦŔċũШƚƣċƣŔƚƣŔĦċũШĬċƣċШƚŸƨƖĦĲƚШƚƨĦőШċƚШƣőĲШÖÉШEÂ ќƚШ

 
150 Fuel type in the case of electric or hybrid vehicles can also refer to electricity. 
151 For all options shown in the table, supplier-specific emission factors (e.g., from electricity provider) for the respective primary activity data are always 
preferred over non-supplier-specific emission factors (i.e., also sometimes referred to as average emission factors). 
152 Vehicle make and model refers to the name of the company that manufactures the vehicle and the product name of the vehicle. For example, Toyota 
Prius. 
153 Local statistical data refers to data at the province/state or small country level. 
154 Regional statistical data refers to data at the large country or a subcontinental level. 
155 Vehicle type refers to a passenger car, bus, or light commercial truck. 
156 If it is not possible to know the vehicle type, an average vehicle can be assumed. 
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Federal Test Procedure157 ċŰĬШƣőĲШEE ќƚШìŸƖũĬƽŔĬĲШcċƖůŸŰŔǍĲĬШxŔŊőƣШéĲőŔĦũĲƚШÑĲƚƣШÂƖŸĦĲĬƨƖĲШыìxÑÂьЮ158 

Both data sources provide detailed vehicle efficiency and fuel type information by make and model. Option 
1b, Option 2a, and Option 2b require such information. If make and model are unknown to the reporting 
financial institution (Option 3), vehicle efficiency and fuel type can be estimated on the vehicle type level 
ыĲЮŊЮЯШƓċƚƚĲŰŊĲƖШĦċƖьШƨƚŔŰŊШƣőĲШfŰƣĲƖŰċƣŔŸŰċũШ9ŸƨŰĦŔũШŸŰШ9ũĲċŰШÑƖċŰƚƓŸƖƣċƣŔŸŰќƚШыf99ÑќƚьШÑƖċŰƚƓŸƖƣċƣŔŸŰШ

Roadmap159 or the International Transport Forum at the Organisation for Economic Co-operation and 

Development (ITF OECD).160 

 

If no actual distance traveled is known to the reporting financial institution, data on vehicle distance 
traveled can be estimated based on data sources such as the ICCT Transportation Roadmap or the ITF 
OECD. Several local statistical data sources provide geography-specific vehicle distances traveled. For the 

US and Canada, state- or province-level distance per year can be retrieved from carinsurance.com161 and 

the Canadian Office of Energy Efficiency.162  

 

Â9 [ќƚШƽĲĤ-based emission factor database, which is currently available only to financial institutions that 
have committed to PCAF, provides emission factors per vehicle type (e.g., passenger car) and per vehicle 
make and model (e.g., VW Polo) for a large set of geographies. These motor vehicle emission factors are 
widely based on the sources mentioned above. 

 

PCAF expects that the financed emissions for motor vehicle loans can be derived through either actual 
vehicle-specific emissions (Option 1), estimated vehicle-specific emissions (Option 2), or estimated 
vehicle-unspecific emissions (Option 3). However, PCAF allows the use of alternative approaches to 
calculate emissions if none of the specified options can be used or in the case that new approaches are 
developed. The reporting financial institution shall always explain the reasons for using an alternative 
approach if it deviates from the options defined above. 

 

LIMITATIONS  

Data availability  
Information regarding actual vehicle distance traveled may not be easily available. If actual data is 
unavailable, PCAF proposes using local or regional averages on vehicle distance traveled by state, 

 
157 ÑőĲШÖÉШEÂ ќƚШ[ĲĬĲƖċũШÑĲƚƣШÂƖŸĦĲĬƨƖĲШŔƚШċШƚĲƖŔĲƚШŸŉШĬƖŔƻĲШĦǃĦũĲШƣĲƚƣƚШƣŸШůĲċƚƨƖĲШƣőĲШƣċŔũƓŔƓĲШĲůŔƚƚŔŸŰƚШċŰĬШŉƨĲũШĲŉŉŔĦŔĲŰĦǃШŸŉ passenger cars. Because 
these tests are used to verify that cars sold in the US meet EPA regulatory standards, their results reflect the road performance of passenger cars in the 
US. The results for more than 4,000 makes and models are publicly available on fueleconomy.gov, downloadable in .csv format. 
158 The WLTP is a global, harmonized standard of drive cycle tests to determine the tailpipe emissions and fuel efficiency of passenger cars. It was 
developed by the United Nations Economic Commission for Europe to replace the old New European Driving Cycle (NEDC) as the European vehicle 
homologation procedure. The NEDC was shown to be flawed, enabling manufacturers to meet EU environmental standards during lab tests but not on 
the road (Dieselgate). The WLTP was conceived to rectify this. The WLTP final version was published in 2015. Hence, even though it will become a truly 
international standard in time, it is only used in the EU for now, and its results only reflect the performance of cars sold within the EU. These results are 
published by the EEA in .csv format and can be downloaded at https://www.eea.europa.eu/data-and-maps/data/co2-cars-emission-16 
159 ÑőĲШf99ÑќƚШÑƖċŰƚƓŸƖƣċƣŔŸŰШÅŸċĬůċƓШőċƚШĤĲĲŰШċШŊũŸĤċũШƖĲŉĲƖĲŰĦĲШŉŸƖШĲŰƻŔƖŸŰůĲŰƣċũШƓĲƖŉŸƖůċŰĦĲШĬċƣċШŸŰШċũũШůċŢŸƖШƣƖċŰƚƓŸƖƣċƣŔŸŰШmodes, fuel types, 
and vehicle technologies since 2012. Over the past decade, the ICCT has extended its roadmap model to cover 11 of the largest vehicle markets 
(Australia, EU, Brazil, Canada, China, India, Japan, Mexico, South Korea, Russia and the US) and five aggregate regions (Africa, Other Asia-Pacific, Other 
Europe, Other Latin America, and the Middle East). The most recent results of the model (2017) are downloadable in .xlsx format on the ICCT website: 
https://theicct.org/transportation-roadmap#about. 
160 The OECD iLibrary maintains a database of transport statistics collected by the ITF on the transport of freight (maritime, air, and surface) and 
passengers (car, rail, and air) in its member states 
161 More information can be found at: https://www.carinsurance.com/Articles/average-miles-driven-per-year-by-state.aspx 
162 More information can be found at: http://oee.nrcan.gc.ca/publications/statistics/cvs08/appendix-1.cfm?graph=6&attr=0 
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province, country, or region. PCAF proposes that financial institutions collect the actual vehicle make and 
model to determine the exact vehicle efficiency and fuel type. If the financial institution does not track the 
vehicle make and model, PCAF proposes that the financial institution fall back to a generic vehicle type 
(e.g., passenger car, motorcycle, light commercial truck, medium/heavy commercial truck, bus) or to an 
average vehicle as a last resort. For average vehicles, the vehicle efficiency is determined by the weighted 
average vehicle efficiency in the respective geography. 

 
Dual fuel vehicles  
For dual fuel vehicles, the percentage of usage per fuel (e.g., gasoline vs. electricity) may be unknown. If 
the vehicle make and model is known, PCAF recommends assuming an average usage split for the 
respective hybrid vehicle based on information from national agencies or the vehicle manufacturer. If such 
information is not available, PCAF proposes either applying an average geography-specific usage split, or, if 
that is also not available, the conservative assumption that the combustion engine (e.g., gasoline) is used 
100% of the time.  

 
Electricity grid estimates  
EǂċĦƣШĲũĲĦƣƖŔĦŔƣǃШƚŸƨƖĦĲШĬċƣċШƽŔũũШŰŸƣШĤĲШťŰŸƽŰШŉŸƖШĲċĦőШƻĲőŔĦũĲШŔŰШċШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƓŸƖƣŉŸũŔŸШыĲЮŊЮЯШ
where does the borrower source electricity? Does the borrower source gray or green electricity?). Where 
possible, the most common local or regionċũШĲũĲĦƣƖŔĦŔƣǃШŊƖŔĬШůŔǂШĲůŔƚƚŔŸŰШŉċĦƣŸƖШŉŸƖШƣőĲШĤŸƖƖŸƽĲƖќƚШũŸĦċƣŔŸŰШ
should be used. If unavailable, the most common local or regional electricity grid mix emission factor for 
ƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШĤƖċŰĦőШƚőŸƨũĬШĤĲШƨƚĲĬШыŔЮĲЮЯШũŸĦċƣŔŸŰШŸŉШƣőĲШŉŔŰċŰĦŔċl institution where the loan 
was issued). If also unavailable, country-level electricity grid mix emissions data should be used. 
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Use of proceeds 
structures 
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5.7 Use of proceeds structures  
 

ASSET CLASS DEFINITION 

This method includes all on-balance sheet debt and equity to use of proceeds structures (UoP structures). 
UoP structures contain a pool of one or multiple underlying assets, which may belong to any asset class. 
Examples of such assets include companies, projects, and buildings. In certain cases, an underlying asset 
may itself be a UoP structure itself, for instance when an investment fund (a UoP structure) invests into a 
green bond (a UoP structure).  

 

ÑőŔƚШůĲƣőŸĬШĬŔƚƣŔŰŊƨŔƚőĲƚШĤĲƣƽĲĲŰШƣƽŸШƣǃƓĲƚШŸŉШÖŸÂШƚƣƖƨĦƣƨƖĲƚаШћƚĲƓċƖċƣĲќШÖŸÂШƚƣƖƨĦƣƨƖĲƚШƣőċƣШċƖĲШƚƣċŰĬ-
ċũŸŰĲШĲŰƣŔƣŔĲƚЯШċŰĬШћŔŰƣĲŊƖċƣĲĬќШÖŸÂШƚƣƖƨĦƣƨƖĲƚШƣőċƣШċƖĲШƓċƖƣШŸŉШċŰШŔƚƚƨĲƖЮШÑċĤũĲШΡЮΤ-1 provides a non-
exhaustive overview of UoP structures and whether they can be accounted for using this method. More 
ĬĲƣċŔũĲĬШŊƨŔĬċŰĦĲШĦċŰШĤĲШŉŸƨŰĬШŔŰШƣőĲШƚĲĦƣŔŸŰШћ]c]ШċĦĦŸƨŰƣŔŰŊШƣƖĲċƣůĲŰƣќЮШ 

 

Table 5.7-1. Overview of UoP structures 

UoP structures Inclusion guidance  

Equity funds and debt funds Included  as separate UoP structure  

Holding companies and other types of 
special purpose vehicles without 
control over underlying assets (e.g. 
debt or minority equity stakes) 

Included  as separate UoP structure 

Labeled bonds/loans allocated to 
specific assets (e.g. most green and 
social bonds/loans)  

Included  as integrated UoP structure. If not feasible to account as UoP 
structure (e.g. due to data limitations), accounted on issuer level т 
accounting approach based on customer segment classification in Step 
3a of Figure 5-1. 

Labeled bonds/loans not allocated to 
specific assets (e,g most 
sustainability linked loans and bonds)  

Not included  as it is not a UoP structure. Accounted on issuer level т 
accounting approach based on customer segment classification in Step 
3a of Figure 5-1. 

Project finance structured via a 
special purpose vehicle 

Not included . Classified as separate UoP structure but accounted in line 
ƽŔƣőШћÂƖŸŢĲĦƣШ[ŔŰċŰĦĲќШůĲƣőŸĬ 

Debt-based with one fully allocated 
asset (e.g. single mortgage, motor 
vehicle loan or project) 

Not included . Classified as integrated UoP structure but accounted in 
line with applicable asset class method (e.g. mortgages, commercial real 
estate or motor vehicle loan). For project finance, accounted in line with 
ћÂƖŸŢĲĦƣШ[ŔŰċŰĦĲќШůĲƣőŸĬШƨƚŔŰŊШƣőĲШƚĲĦƣŔŸŰШћ ĦĦŸƨŰting for projects 
ƽŔƣőŸƨƣШċШƚĲƓċƖċƣĲШĤċũċŰĦĲШƚőĲĲƣќЮ 

Loan allocated to multiple specific 
ċƚƚĲƣƚШŸŰШƣőĲШŔƚƚƨĲƖќƚШĤċũċŰĦĲШƚőĲĲƣШ
(e.g. specific projects) 

Included  as integrated UoP structure. If not feasible to account as UoP 
structure (e.g. due to data limitations), accounted on issuer level т 
accounting approach based on customer segment classification in Step 
3a of Figure 5-1. 

Top-level holding with control over 
underlying companies 

Not included . Classified as separate UoP structure but accounted in line 
ƽŔƣőШћxŔƚƣĲĬШĲƕƨŔƣǃШċŰĬШĦŸƖƓŸƖċƣĲШĤŸŰĬƚќШůĲƣőŸĬШŸƖШћ7ƨƚŔŰĲƚƚШũŸċŰƚШċŰĬШ
ƨŰũŔƚƣĲĬШĲƕƨŔƣǃќШůĲƣőŸĬЮ 

General purpose loans, working 
capital loans and general corporate 
bonds 

Not included  as it is not a UoP structures. Accounting approach based 
customer segment classification in Step 3a of Figure 5-1. 
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Separate UoP structures shall  be accounted for using this method. Integrated UoP structures should  be 
accounted for based on this method; however, investors may calculate financed emissions using issuer-
level data when sufficient information on fund allocation is unavailable. More detailed guidance can be 
ŉŸƨŰĬШŔŰШƣőĲШћEƕƨċƣŔŸŰƚШƣŸШĦċũĦƨũċƣĲШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚќШƚĲĦƣŔŸŰЮ 

 

This method defines two roles for UoP structures (Figure 5.7-1): 

¶ fŰƻĲƚƣŸƖƚаШƣőŔƚШůĲƣőŸĬШƨƚĲƚШƣőĲШŊĲŰĲƖċũШƣĲƖůШћŔŰƻĲƚƣŸƖƚќШƣŸШĦŸƻĲƖШċŰǃШĬĲĤƣШŸƖШĲƕƨŔƣǃШƓƖŸƻŔĬĲƖШƣŸШċШÖŸÂШ
ƚƣƖƨĦƣƨƖĲЮШÑőĲƚĲШƓċƖƣŔĲƚШĦŸƨũĬШĤĲШĤċŰťƚШċŰĬШċƚƚĲƣШŸƽŰĲƖƚЮШÑőĲШŔŰƻĲƚƣŸƖШŔƚШƨƚƨċũũǃШĦċũũĲĬШћũĲŰĬĲƖќШŉŸƖШ
labeled loans.  

¶ fƚƚƨĲƖƚаШƣőŔƚШůĲƣőŸĬШƨƚĲƚШƣőĲШŊĲŰĲƖċũШƣĲƖůШћŔƚƚƨĲƖќШƣŸШĦŸƻĲƖШċŰǃШƓċƖƣǃШƣőċƣШĦƖĲċƣĲƚЯШŔƚƚƨĲƚЯШŸƖШ
manages a UoP structure. These parties could be financial institutions, corporates, sovereigns, or 
ĦŸŰƚƨůĲƖƚЮШÑőĲШŔƚƚƨĲƖШŔƚШƨƚƨċũũǃШĦċũũĲĬШћŉƨŰĬШůċŰċŊĲƖќШŉŸƖШĲƕƨŔƣǃоĬĲĤƣШŉƨŰĬƚЯШŸƖШћĦƨƚƣŸůĲƖќЯШ
ћŔŰƻĲƚƣĲĲќШŸƖШћĤŸƖƖŸƽĲƖќШŉŸƖШũċĤĲũĲĬШũŸċŰƚЮ 

 
Investors use this method to calculate the financed emissions related to their debt or equity provision to a 
UoP structure. Issuers use this method to calculate the financed emissions of the UoP structure itself. In 
addition, facilitators may facilitate the issuance of certain UoP structures (see Figure 5.7-1). The 
associated calculation of facilitated emissions may be covered by future additions to Part B. 

 
Figure 5.7-1. Overview of the different roles surrounding UoP structures 

  
 

Figure 5.7-1 indicates key questions for the GHG accounting treatment of UoP structures in blue. More 
ĬĲƣċŔũĲĬШŊƨŔĬċŰĦĲШŸŰШƣőĲƚĲШƕƨĲƚƣŔŸŰƚШĦċŰШĤĲШŉŸƨŰĬШŔŰШƣőĲШƚĲĦƣŔŸŰШŸŰШћ]c]ШċĦĦŸƨŰƣŔŰŊШƣƖĲċƣůĲŰƣќЮ 

 

EMISSION SCOPES COVERED 

In general, the GHG accounting approach for each underlying asset is selected based on Figure 5-1. For 
example, a general-purpose loan provided by a UoP structure to an unlisted company will be accounted for 
in line with the Business Loans and Unlisted Equity asset class.  

 

Facilitator

Investor UoP Structure

Issuer

Underlying assets

Issues

Can facilitate 
issuance of

Provides debt or 
equity to

Provides debt or 
equity to

Does the UoP structure 
control the underlying 
assets?

Are the underlying assets part of the 
ŔƚƚƨĲƖѢƚЮĤċũċŰĦĲЮƚőĲĲƣ?

Is the UoP structure 
debt-based with one 
fully allocated asset?

Key questions for accounting treatment are indicated in blue
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Consequently, the emissions scopes covered for each underlying asset shall  follow the requirements in 
ƣőĲШƚĲĦƣŔŸŰШћEůŔƚƚŔŸŰШƚĦŸƓĲƚШĦŸƻĲƖĲĬќШŸŉШƣőĲШċƓƓũŔĦċĤũĲШċƚƚĲƣШĦũċƚƚШůĲƣőŸĬŸũŸŊǃЮШ 

 

ATTRIBUTION OF EMISSIONS 

Annual emissions of UoP structures are calculated via a double attribution consisting of: 

1. Attribution of the investor in the UoP structure 
2. Attribution factors of the UoP structure in the underlying assets 

 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ ρ
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ ὭὲὺὩίὸέὶ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ Ὥὲ Ὗέὖ ίὸὶόὧὸόὶὩ
 ᶻς ὃὸὸὶὭὦόὸὭέὲ Ὗέὖ ίὸὶόὧὸόὶὩ 

 

Outstanding amount investor : This is the actual outstanding amount of the investor in the UoP structure, 
which should be defined in line with the denominator. Financial institutions should either use the calendar 
or financial year-end outstanding amount, provided the approach is communicated clearly and used 
consistently. 

a. For debt, this is defined as the book value of the debt that the borrower owes to the lender (i.e., 
disbursed debt minus any repayments).  

b. For equity, this is the outstanding value of equity that the financial institution holds in the UoP 
structure. It is calculated by multiplying the relative share of the financial institution in the UoP 
structure163 by the total equity of the UoP structure.  

 

Total equity + debt in UoP structure (denominator): this is the sum of total equity164 and debt165 in the 
UoP structure. For separate UoP structures that are separate legal entities, total equity and debt can be 
found on the balance sheet.166 For other UoP structures, total debt and equity should  be reported by the 
issuer. For example, fund managers report the total amount of debt and equity in an investment fund and 
bond issuers report the total amount of debt in a particular bond.  

 

Attribution factors underlying assets : the attribution factor for each underlying asset is calculated in line 
with the applicable asset class methodology. For example, if the underlying asset is a project, the 
ċƣƣƖŔĤƨƣŔŸŰШŉċĦƣŸƖШƽŸƨũĬШĤĲШћ§ƨƣƚƣċŰĬŔŰŊШċůŸƨŰƣШоШÑŸƣċũШĲƕƨŔƣǃШҼШĬĲĤƣќШŔŰШũŔŰĲШƽŔƣőШƣhe attribution factor 
defined in the Project Finance asset class.  

 

 

 

EQUATIONS TO CALCULATE FINANCED EMISSIONS 

 
163 The relative share of the financial institution in the respective investee is calculated by dividing the number of shares that the financial institution holds 
in the respective investee by the total number of shares of the investee. 
164 fŰШĦċƚĲƚШƽőĲƖĲШƣőĲШƣŸƣċũШĲƕƨŔƣǃШƻċũƨĲШċĦĦŸƖĬŔŰŊШƣŸШƣőĲШĦũŔĲŰƣќƚШĤċũċŰĦĲШƚőĲĲƣШŔƚШŰĲŊċƣŔƻĲЯШƣőĲШ[fШƚőċũũШƚĲƣШƣŸƣċũШĲƕƨŔƣǃШƣŸШΜ; this means that all emissions 
are attributed to debt only, while no emissions are attributed to equity investments. Such cases can happen when the retained earnings are negative 
while at the same time being higher than the other equity components on the balance sheet of the client. 
165 Total debt includes both current and long-term debt.  
166 fŉШƣŸƣċũШĬĲĤƣШŸƖШƣŸƣċũШĲƕƨŔƣǃШĦċŰŰŸƣШĤĲШŸĤƣċŔŰĲĬШŉƖŸůШċШĦũŔĲŰƣќƚШĤċũċŰĦĲШƚőĲĲƣШŉŸƖШƽőċƣĲƻĲƖШƖĲċƚŸŰШыĲЮŊЮЯШŉŸƖШƚŸůĲШŔƣШůŔŊőƣШĤe difficult to obtain these 
values), FIs may fall back to the total balance sheet value (i.e., the sum of total equity and liabiliƣŔĲƚЯШƽőŔĦőШŔƚШĲƕƨċũШƣŸШƣőĲШĦũŔĲŰƣќƚШƣŸƣċũШċƚƚĲƣƚьШƽŔƣőШƣőĲШ
intention of improving this data quality in the future. 
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Separate UoP structures  
[ŸƖШƚĲƓċƖċƣĲШÖŸÂШƚƣƖƨĦƣƨƖĲƚЯШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚШċƖĲШĦċũĦƨũċƣĲĬШĤǃШůƨũƣŔƓũǃŔŰŊШƣőĲШŔŰƻĲƚƣŸƖќƚШċƣƣƖŔĤƨƣŔŸŰШ
factor of the UoP structure, defined as the outstanding amount divided by the total equity and debt in the 
UoP structure, by the sum of each asset-specŔŉŔĦШċƣƣƖŔĤƨƣŔŸŰШŉċĦƣŸƖШċŰĬШƣőĲШċƚƚĲƣќƚШċŰŰƨċũШĲůŔƚƚŔŸŰƚЮШÑőĲШ
emissions of each underlying asset are calculated in line with the applicable asset class methodology. 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί ίὩὴὥὶὥὸὩ Ὗέὖ ίὸὶόὧὸόὶὩ 
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ ὭὲὺὩίὸέὶ 

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ Ὥὲ Ὗέὖ ίὸὶόὧὸόὶὩ
  

ᶻ ὃὸὸὶὭὦόὸὭέὲ ὪὥὧὸέὶzὉάὭίίὭέὲί 

 

For separate UoP structures, financed emissions are only calculated once funds have been allocated 
under the UoP structure; it is assumed that the sole provision of cash through unallocated amounts does 
not generate emissions.167 Therefore, financed emissions will be zero at issuance, unless assets were 
immediately allocated under the UoP structure at issuance. 

 

Integrated UoP structures  
For integrated UoP structures, emissions are calculated for both allocated and unallocated amounts; it is 
assumed that the sole provision of cash through unallocated amounts supports the economic activity of 
the issuer and therefore generates financed emissions. 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί ὭὲὸὩὫὶὥὸὩὨ Ὗέὖ ίὸὶόὧὸόὶὩ

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί ὥὰὰέὧὥὸὩὨ ὥάέόὲὸίὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί όὲὥὰὰέὧὥὸὩὨ ὥάέόὲὸί 

 

The financed emissions for allocated amounts should  be calculated similarly to separate UoP structures: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί ὥὰὰέὧὥὸὩὨ ὥάέόὲὸί ὭὲὸὩὫὶὥὸὩὨ Ὗέὖ ίὸὶόὧὸόὶὩ 
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ ὭὲὺὩίὸέὶ 

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ Ὥὲ Ὗέὖ ίὸὶόὧὸόὶὩ

ᶻ ὃὸὸὶὭὦόὸὭέὲ ὪὥὧὸέὶzὉάὭίίὭέὲί 

 

For integrated UoP structures, investors may calculate financed emissions for allocated amounts based 
on issuer-level data.168 The accounting approach depends on the nature of the issuer and is based on 
customer segment classification in Step 3a of Figure 5-1. Investors may choose to take an issuer-level 
approach due to the following reasons: 

¶ Theoretically impossible : The emissions of the underlying assets cannot be defined independently. 
[ŸƖШůŸƖĲШŔŰŉŸƖůċƣŔŸŰШƚĲĲШƚƨĤƚĲĦƣŔŸŰШћ ĦĦŸƨŰƣŔŰŊШŉŸƖШƓƖŸŢĲĦƣƚШƽŔƣőŸƨƣШċШƚĲƓċƖċƣĲШĤċũċŰĦĲШƚőĲĲƣќШŔŰШ
the Project Finance asset class. 

¶ Practically not feasible : There is no sufficient data available on how the funds are allocated. 

 
167 [ŸƖШƚĲƓċƖċƣĲШÖŸÂШƚƣƖƨĦƣƨƖĲƚШƣőĲШƨŰĬĲƖũǃŔŰŊШċƚƚĲƣƚШċƖĲШŰŸƣШƓċƖƣШŸŉШƣőĲШŔƚƚƨĲƖќƚШĤċũċŰĦĲШƚőĲĲƣЯШƚŸШĲƚƣŔůċƣŔŰŊШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰs based on issuer-level 
data would be incorrect. 
168 If an investor opts to use issuer-level data for both allocated and unallocated amounts, the financed emissions formula simplifies as the same 
issuer-level calculation approach is used for the combined allocated and unallocated amounts. 
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¶ Not material:  The calculated emissions are not expected to materially differ from issuer-level 
estimates. This happens when the emissions intensity of the assets in the UoP structure and the 
emissions intensity of the issuer are similar. 

 
For unallocated amounts, financed emissions are calculated based on issuer-level data. The accounting 
approach depends on the nature of the issuer and is based on customer classification in Step 3a of Figure 
5-1. Investors may estimate emissions for unallocated amounts using asset-level data if there is sufficient 
evidence on the expected allocation of the unallocated amounts. For example, if the integrated UoP 
structure is expected to only invest in a single sector (e.g. renewable energy projects), emissions for 
unallocated amounts can be estimated based on sectoral emission factors (see the estimation approach 
ĤċƚĲĬШŸŰШĬċƣċШƕƨċũŔƣǃШƚĦŸƖĲШΡШŔŰШƣőĲШћ?ċƣċШƖĲƕƨŔƖĲĬќШƚĲĦƣŔŸŰьЮШ ŰŸƣőĲƖШĲǂċůƓũĲШŔƚШŔŰƣĲŊƖċƣĲĬШÖŸÂШƚƣƖƨĦƣƨƖĲƚШ
used to refinance existing assets т the emissions of these existing assets and the expected investment size 
can then be used to estimate emissions. 

 

Reported emissions by issuer  
Ideally, financed emissions of the UoP structure are calculated and reported directly by the issuer in line 
with this method in an annual allocation and impact report. When a financial institution issues a UoP 
structure, the institution shall  report the financed emissions of the UoP structure separately.169 In addition, 
when financial institutions invest in UoP structures, they should  encourage issuers to implement separate 
reporting in a similar fashion. If the issuer reported the financed emissions of the UoP structure, the 
investor can calculate financed emissions as follows: 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί 
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ ὭὲὺὩίὸέὶ 

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ Ὥὲ Ὗέὖ ίὸὶόὧὸόὶὩ
ὙzὩὴέὶὸὩὨ ὪὭὲὥὲὧὩὨ ὩάὭίίὭέὲί Ὗέὖ ίὸὶόὧὸόὶὩ 

 

Outstanding amount  
The outstanding amount to be reported for UoP structures is calculated as follows: 

 

ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ ὭὲὺὩίὸέὶ zὃὰὰέὧὥὸὭέὲ ὴὩὶὧὩὲὸὥὫὩ Ὗέὖ ίὸὶόὧὸόὶὩ 

 

This outstanding amount is used to calculate portfolio numbers for the economic emissions intensity and 
the data quality score. 

 

For integrated UoP structures, the allocation percentage in the above formula shall  be assumed as 100% 
since emissions are calculated both for the allocated and unallocated amounts. For separate UoP 
structures, the allocation percentage is calculated as follows: 

 

 
169 If an FI is both an investor and an issuer, and the FI is already reporting financed emissions for its lending book in line with Part A, this data can be 
directly used for the financed emissions of integrated UoP structures issued by the FI. 
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ὃὰὰέὧὥὸὭέὲ ὴὩὶὧὩὲὸὥὫὩ ίὩὴὥὶὥὸὩ Ὗέὖ ίὸὶόὧὸόὶὩ170 
В ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ Ὗέὖ ίὸὶόὧὸόὶὩ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ Ὥὲ Ὗέὖ ίὸὶόὧὸόὶὩ
 

 

For example, if an investor has put 50 MEUR in a debt fund with a total size of 100 MEUR and the debt fund 
has invested 10 MEUR in underlying assets, the allocation percentage will be 10/100 = 10%. This means 
that 10% * 50 MEUR = 5 MEUR is used as the outstanding amount for the calculations. 

 

If the outstanding amounts in the underlying assets are not available, the investor may use the asset values 
listed on the balance sheet of the UoP structure to estimate the outstanding amounts. 

 

For separate UoP structures, the allocation percentage is 0% at issuance, unless assets are immediately 
allocated at issuance. When the UoP structure is fully allocated, this is 100%. If the allocation percentage 
for a separate UoP structure is unknown, the assumption may be made that the allocation percentage is 
100%. However, if this assumption is made, financed emissions shall  be calculated for the unallocated 
amounts of the separate UoP structure т this ensures consistency between the calculations of financed 
emissions and outstanding amount. Financed emissions can be estimated for unallocated amounts by, for 
example, using the estimation approach based on data quality score 5 below. 

 

DATA REQUIRED 

If reported emissions of the UoP structure are not available, emissions of underlying assets can be 
estimated in line with the applicable asset class methodologies. For example, the Project Finance chapter 
allows emissions to be estimated using default emissions factors based on physical activity (e.g., 
tCO2e/MWh) or economic activity (e.g., tCO2ĲоқШŸŉШƖĲƻĲŰƨĲШŸƖШƣ9§2ĲоқШŸŉШċƚƚĲƣьЮШ 

 

The data quality score for the UoP structure shall  be calculated based on a weighted average by 
outstanding amount of the underlying assets. If there are no assets allocated under the UoP structure, the 
data quality score cannot be defined. 

 

Emissions estimations based on data quality score 5 for corporates and projects  
It is recognized that data availability will remain a challenge until issuers report emissions.171 Nonetheless, 
investors (and/or their data providers) can estimate emissions of UoP structures comprising of corporate 
and project-based assets based on the data quality score 5 used in the asset classes for Listed Equity and 
Corporate Bonds, Business Loans and Unlisted Equity, and Project Finance. The equation to calculate 
financed emissions becomes: 

 

 
170 For equity funds, it is technically possible for the allocation percentage to be above 100% since the outstanding amount for unlisted equity is 
calculated by multiplying the relative equity share with the total equity for the underlying assets. This value might be larger than the asset value listed on 
the balance sheet of the UoP structure. 
171 For example, the Handbook for a Harmonized Framework for Impact Reporting from the International Capital Market Association (ICMA) mentions 
ċĤƚŸũƨƣĲШĲůŔƚƚŔŸŰƚШƨŰĬĲƖШћ§ƣőĲƖШŔŰĬŔĦċƣŸƖƚќШŉŸƖШĦĲƖƣċŔŰШƚĲĦƣŸƖƚЯШĤƨƣШŰŸƣШċƚШћ9ŸƖĲШŔŰĬŔĦċƣŸƖƚќЯШ
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Handbook-Harmonized-Framework-for-Impact-Reporting-December-2020-
151220.pdf. 

https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Handbook-Harmonized-Framework-for-Impact-Reporting-December-2020-151220.pdf
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Handbook-Harmonized-Framework-for-Impact-Reporting-December-2020-151220.pdf
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ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ ᶻ ὉάὭίίὭέὲ Ὢὥὧὸέὶ
ὸὅὕςὩ

Ὁόὶέ έὶ Ὠέὰὰὥὶ ὭὲὺὩίὸὩὨ

ὃzὰὰέὧὥὸὭέὲ ὴὩὶὧὩὲὸὥὫὩ 

 

Outstanding amount : The outstanding amount used depends on whether emissions are intended to be 
estimated for the allocated amounts, unallocated amounts or for both. For example, if emissions data is 
available for allocated assets under an integrated UoP structure, the data quality 5 estimation can be used 
only for the unallocated assets. If no emissions data is available at all for an integrated UoP structure at 
issuance, the data quality 5 estimation can be used to estimate emissions for the allocated and 
unallocated amounts combined. 

 

Emission factors : The asset classes Listed Equity and Corporate Bonds, Business Loans and Unlisted 
Equity, and Project Finance provide further guidance on where to find suitable emission factors, such as 
EEIO databases. For example, if certain underlying assets are solar projects, this can be captured by a 
specific emission factor for the solar sector. For green bonds, emission factors could be mapped to 
categories defined by the ICMA Green Bonds Principles.172 

 

Allocation percentage sectors : The percentage of funds that has been allocated to different sectors. If 
direct allocation data is not available, these percentages may be estimated based on supporting 
documentation. For example, a prospectus or bond framework might indicate what sectors the money is 
earmarked for. 

 

 

 

 

 

 

 

 

 

 

 

 
GHG ACCOUNTING TREATMENT 

 
172 https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/green-bond-principles-gbp/ 
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The GHG accounting treatment for different UoP structures is summarized in Figure 5.7-2. The questions in 
the figure are further elaborated below. 

 

Figure 5.7-2. Decision tree for GHG accounting treatment for UoP structures 

  
 

Question 1: Is there evidence that the proceeds of the structure are allocated to specific assets?  

To answer Question 1 as Yes: financial institutions shall  be transparent as to why an investment qualifies 
as a UoP structure. For this, it shall be evidenced that proceeds are only allocated to specific assets, for 
example through legal documentation at contracting or allocation reports by the issuer.  

 

For the calculation of financed emissions, it is not relevant whether a UoP structure can be labeled 
ƚƓĲĦŔŉŔĦċũũǃШċƚЯШŉŸƖШĲǂċůƓũĲЯШŊƖĲĲŰќЯШƣƖċŰƚŔƣŔŸŰШŉŔŰċŰĦĲќЯШŸƖШћƚƨƚƣċŔŰċĤũĲќШƚŔŰĦĲШĲƚƣŔůċƣŔŸŰƚШshall  reflect 
actual emissions of underlying assets. Therefore, such labeling methodologies are outside the scope of 
this method. Nevertheless, this method is particularly useful for UoP structures with low-carbon assets, 
such as green bonds and green loans, as it allows for the accounting of emissions based on these 
underlying assets. This will generally lead to reduced financed emissions compared to issuer-level 
estimates.  

 

When answer to Question 1 is No: If there is no sufficient evidence that proceeds are allocated to specific 
assets, the structure cannot be qualified as a UoP structure, and this method cannot be used. The asset 
class is selected based on customer segment classification in Step 3a of Figure 5-1 of Part A. Examples are 
general purpose loans, working capital loans and general corporate bonds. 
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Question 2: Does the UoP structure have control over the underlying assets? 

To answer Question 2 as Yes: Only UoP structures that provide equity can have control over the 
underlying assets.173 The main example of this is a top-level holding company in a corporate structure. In 
this case, the financials of the underlying assets are generally consolidated on the balance sheet of the 
holding company. The holding company uses the GHG Protocol Corporate Accounting and Reporting 
Standard to define its organizational boundaries. If a control approach is used, the scope 1 emissions of 
the underlying assets are consolidated as the scope 1 emissions of the holding, and similarly for scope 2 
and 3. If an equity share approach is used, the emissions of the underlying assets are proportionally 
consolidated based on the equity share. 

  

In essence, a UoP structure with control over the underlying assets is equivalent to a corporate. Depending 
on whether the UoP structure is listed or not, it shall  be accounted in line with the Listed Equity and 
Corporate Bonds method or the Business Loans and Unlisted Equity method. There is one exception to this 
rule т the UoP structure shall  be accounted in line with the Project Finance method if (1) there is one fully 
allocated asset under the UoP structure and (2) this asset is a project. This happens, for example, when a 
special purpose vehicle is set up to finance a project. 

 

If answer to Question 2 Is No: If the UoP structure does not have control over the underlying assets, it can 
be conceptualized like a financial institution because the UoP structure is essentially an entity that 
provides debt or equity. As a result, Part A is applicable to the UoP structure, which means that financed 
emissions can be calculated for the UoP structure itself. One important consequence is that UoP 
structures shall apply the control approach to consolidate emissions, as outlined in section 4.2 of Part A. 

 

Question 3: Is the UoP structure debt based with one fully allocated asset? 

To answer Question 3 as Yes: A debt based UoP structure has only debt flowing in and out of the 
structure, i.e. investors provide only debt to the UoP structure and the UoP structure provides only debt to 
underlying assets. When there is only one underlying asset to which all debt in the debt based UoP 
structure is allocated, the UoP structure shall  be accounted for based on the applicable asset class 
methodology. The asset class is selected based on asset type in Step 6 of Figure 5-1 of Part A. Examples 
are motor vehicle loans, mortgages, and commercial real estate. 

 

If answer to Question 3 is No: The UoP structure can be accounted for using this method and the specific 
GHG accounting treatment is determined based on questions 4 and 5. 

 

 

 

Question 4: Are the underlying assets part of the ŔƚƚƨĲƖќƚ balance sheet? 

 
173 Control is used as a combined term here to refer to both the financial control and operational control approaches under the GHG Protocol Corporate 
Accounting and Reporting Standard. 
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If answer to Question 4 is Yes: fŉШƣőĲШƨŰĬĲƖũǃŔŰŊШċƚƚĲƣƚШċƖĲШƓċƖƣШŸŉШƣőĲШŔƚƚƨĲƖќƚШĤċũċŰĦĲШƚőĲĲƣЯШƣőĲШÖŸÂШ
ƚƣƖƨĦƣƨƖĲШŔƚШĦċũũĲĬШċŰШћŔŰƣĲŊƖċƣĲĬШÖŸÂШƚƣƖƨĦƣƨƖĲќЮШEǂċůƓũĲƚШċƖĲа 

¶ Loan contracts specifying that proceeds will be allocated to designated projects, or to the 
purchase and refinance of residential property. 

¶ Labeled debt, such as labeled bonds and labeled loans. In this case, the issuer allocates assets to 
ƣőĲШÖŸÂШƚƣƖƨĦƣƨƖĲШĤċƚĲĬШŸŰШĦĲƖƣċŔŰШĦőċƖċĦƣĲƖŔƚƣŔĦƚЯШĲЮŊЮШċШћŊƖĲĲŰќШũŸċŰШŸƖШћƚŸĦŔċũќШĤŸŰĬЮШ 

 
Integrated UoP structures should be accounted for based on this method, but investors may calculate 
financed emissions based on issuer-ũĲƻĲũШĬċƣċШыƚĲĲШƚĲĦƣŔŸŰШћEƕƨċƣŔŸŰƚШƣŸШĦċũĦƨũċƣĲШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚќьЮШ 

 
To answer Question 4 as No: ÑőĲШƨŰĬĲƖũǃŔŰŊШċƚƚĲƣƚШĦċŰШċƓƓĲċƖШŸŰШƣőĲШŔƚƚƨĲƖќƚШĤċũċŰĦĲШƚőĲĲƣШċƚШƓőǃƚŔĦċũШ
assets (e.g. a project the issuer owns and operates) or as financial assets (e.g. a loan the issuer provides to 
ċШĦŸůƓċŰǃьЮШfŉШƣőĲШƨŰĬĲƖũǃŔŰŊШċƚƚĲƣƚШċƖĲШŰŸƣШƓċƖƣШŸŉШƣőĲШŔƚƚƨĲƖќƚШĤċlance sheet, the UoP structure is called a 
ћƚĲƓċƖċƣĲШÖŸÂШƚƣƖƨĦƣƨƖĲќЮШEǂċůƓũĲƚШċƖĲШĬĲĤƣШŉƨŰĬƚЯШƓƖŔƻċƣĲШĲƕƨŔƣǃШŉƨŰĬƚШċŰĬШĦĲƖƣċŔŰШƚƓĲĦŔċũШƓƨƖƓŸƚĲШ
vehicles. Separate UoP structures shall  be accounted for using this method. 

 

ASSESSMENT BOUNDARY  

For UoP structures accounted using this method, investors shall  draw the assessment boundary around 
the underlying assets in line with the follow-the-money principle, i.e. around the yellow box in Figure 5.7-3. 
ÑőŔƚШůĲċŰƚШƣőċƣШƣőĲШƚĦŸƓĲШΝШĲůŔƚƚŔŸŰƚШŸŉШƨŰĬĲƖũǃŔŰŊШċƚƚĲƣƚШċƖĲШƖĲƓŸƖƣĲĬШƽŔƣőŔŰШƣőĲШŔŰƻĲƚƣŸƖќƚШƚĦŸƓĲШΟШ
category 15 as the financed scope 1 emissions of the investor, and similarly for scope 2 and 3. 

 

Figure 5.7-3. Assessment boundary 

Ш 
 

When the assessment boundary is drawn around the underlying assets, the implicit assumption is made 
that the UoP structure does not generate any other material emissions than those related to the underlying 
assets. This is generally accurate as a UoP structure itself essentially does not have any independent 
economic activities. However, an argument can be made that the UoP structure also has scope 3 
emissions related to purchased services from the issuer. The logic followed is that the management of a 
UoP structure by the issuer generates emissions, for example for business travel to perform due diligence 
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for potential investments or for office buildings that are used by the issuer. The UoP structure might pay a 
management fee for these services. However, this method considers that these emissions related to 
purchased services from the issuer are not material compared to the emissions of the underlying assets 
and can therefore be neglected in the GHG accounting approach. 

 

ADJUSTMENT FOR UNDER- AND OVERALLOCATION IN INTEGRATED UOP 
STRUCTURES 

ÑőĲШůĲƣőŸĬŸũŸŊǃШŸƨƣũŔŰĲĬШŔŰШƣőĲШċĤŸƻĲШƚĲĦƣŔŸŰƚШőċƚШŔůƓũŔĦċƣŔŸŰƚШŉŸƖШћŰŸŰ-ÖŸÂќШŔŰƻĲƚƣŸƖƚЯШƽőŸШƓƖŸƻŔĬĲШ
loans without known use of proceeds or equity. Under- or overallocation of emissions can occur if the 
emissions and total debt174 of integrated UoP structures are not correctly considered by non-UoP 
investors. 

 

To resolve this issue, non-UoP investors should  calculate financed emissions by restricting their 
ċƚƚĲƚƚůĲŰƣШĤŸƨŰĬċƖǃШƣŸШƣőĲШŔƚƚƨĲƖќƚШċƚƚĲƣƚШŰŸƣШĦŸƻĲƖĲĬШĤǃШŔŰƣĲŊƖċƣĲĬШÖŸÂШƚƣƖƨĦƣƨƖĲƚЮШÑőĲШĲƕƨċƣŔŸŰШƣŸШ
calculate financed emissions becomes: 

 

 
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὉὠὍὅ έὶ Ὕέὸὥὰ ὩήόὭὸώὝέὸὥὰ ὨὩὦὸὟέὖ ὨὩὦὸ 
 ὼ ὅέάὴὥὲώ ὩάὭίίὭέὲίὟέὖ ὩάὭίίὭέὲί 

 

In practice, this is only feasible when the emissions and total debt of integrated UoP structures are 
separately disclosed. Therefore, when a financial institution issues an integrated UoP structure, the 
institution shall  report separately the emissions (in line with applicable PCAF reporting requirements) and 
total debt covered by the structure to inform investors in the structure. In addition, when financial 
institutions invest in an integrated UoP structure, they should  encourage issuers to implement similar 
separate reporting. 

 

Nevertheless, non-UoP investors may ĦċũĦƨũċƣĲШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚШĤċƚĲĬШŸŰШƣőĲШŔƚƚƨĲƖќƚШƨŰċĬŢƨƚƣĲĬШƣŸƣċũШ
debt and emissions. Investors may choose to do this due to the following reasons:  

¶ Theoretically impossible due to interconnected emissions: the emissions of integrated UoP 
ƚƣƖƨĦƣƨƖĲƚШĦċŰŰŸƣШĤĲШŔŰĬĲƓĲŰĬĲŰƣũǃШĬĲŉŔŰĲĬЮШ[ŸƖШůŸƖĲШŔŰŉŸƖůċƣŔŸŰШƚĲĲШƚƨĤƚĲĦƣŔŸŰШћ ĦĦŸƨŰƣŔŰŊШŉŸƖШ
ƓƖŸŢĲĦƣƚШƽŔƣőŸƨƣШċШƚĲƓċƖċƣĲШĤċũċŰĦĲШƚőĲĲƣќШŔŰШƣőĲШÂƖŸŢĲĦƣШFinance asset class.  

¶ Theoretically impossible due to interconnected debt + equity: the total debt of the integrated UoP 
ƚƣƖƨĦƣƨƖĲƚШĦċŰŰŸƣШĤĲШƚĲƓċƖċƣĲĬШŉƖŸůШƣőĲШŔƚƚƨĲƖќƚШƣŸƣċũШĬĲĤƣШҼШĲƕƨŔƣǃЮШ§ŰĲШĲǂċůƓũĲШċƖĲШƚŸƻĲƖĲŔŊŰƚШт 
since the financed emissions of sovereign debt are calculated using PPP-adjusted GDP instead of 
total debt + equity, it is theoretically impossible to adjust the PPP-adjusted GDP for the debt of 
integrated UoP structures. 

¶ Practically not feasible: there is no sufficient data available to adjust. 

¶  ŸƣШůċƣĲƖŔċũаШƣőĲШŔŰƣĲŊƖċƣĲĬШÖŸÂШƚƣƖƨĦƣƨƖĲƚШċƖĲШĬĲůŸŰƚƣƖċƣĲĬШƣŸШĤĲШŰŸƣШůċƣĲƖŔċũШƽŔƣőŔŰШƣőĲШŔƚƚƨĲƖќƚШ
emissions and total debt + equity, i.e. the adjusted and unadjusted figures would practically lead to 
the same results. 

 
174 Investors can only provide debt to integrated UoP structures, not equity. 
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When an investor has both UoP instruments (e.g. green bond) and non-UoP instruments (e.g. general 
corporate bond) in the same issuer, and the investor uses this method to calculate asset-specific 
emissions for its UoP instruments, the investor shall  make an adjustment for its non-UoP instruments 
based on the data used for its UoP instruments. An exception is only allowed if it is theoretically impossible 
to make the adjustment, for example if issuer-level emissions cannot be calculated or there is 
interconnected debt + equity (e.g. for sovereign debt). 
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Securitization  
and structured 
products 
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5.8 Securitization and structured products  
 

INTRODUCTION 

The purpose of this method is to provide guidance to financial institutions on how to calculate financed 
emissions of securitizations and structured products. The methodology leverages existing guidance on 
residential and commercial mortgages, business loans, and motor vehicle financing, and where relevant 
provides a recap of key points, but further information is available in the existing asset class guidance. 
ìőĲƖĲШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚШċƖĲШũċĤĲũĲĬШċƚШћÉĲĦƨƖĲĬШŊƖĲĲŰШƚƣċŰĬċƖĬШĤŸŰĬƚќШŸƖШƚŔmilar 
(e.g. green RMBS), the subchapter on Use of Proceeds Structures and the supplemental guidance on 
Financed Avoided Emissions may be relevant. 

 

Similar to other bonds, the issuance of structured products involves capital market functions. Part B may 
be updated in due course to provide a specific methodology for calculating facilitated emissions for 
securitizations and structured products based on this methodology for financed emissions. 

 

ÑőĲШћÉƣƖƨĦƣƨƖċũШĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШƚĲĦƣŔŸŰШũċƣĲƖШŔŰШƣőŔƚШĦőċƓƣĲƖ 
forms part of the method and is referenced where appropriate. All relevant terms and definitions can be 
found in the glossary. 

 

ASSET CLASS DEFINITION  

Securitization is the process by which income-producing assets are typically sold by loan/lease 
originator(s) into a bankruptcy-remote entity, ringfencing them from the corporate risk of the originator. The 
entity can be a trust, special purpose vehicle (SPV), special purpose entity (SPE), or similar. This entity acts 
as the issuer of the securities issued to investors, off the back of the asset collateral, which forms the 
collateral pool for the deal. For some types of structures, such as covered bonds or synthetic 
securitizations (which are also covered by this methodology), the collateral pool (also known as reference 
ƓŸŸũьШůċǃШƖĲůċŔŰШŸŰШƣőĲШŸƖŔŊŔŰċƣŸƖќƚШĤċũċŰĦĲШƚőĲĲƣШƖċƣőĲƖШƣőċŰШĤĲŔŰŊШƚŸũĬШƣŸШċШƣƖƨƚƣШŸƖШÉÂéЯШƽŔƣőШƖŔŰŊŉĲŰĦŔŰŊШ
achieved through alternative legal provisions and contractual structures. For simplicity, this guidance 
ƖĲŉĲƖƚШƣŸШƣőĲШŔƚƚƨŔŰŊШĲŰƣŔƣǃЯШƽőŔĦőШőŸũĬƚШƣőĲШĦŸũũċƣĲƖċũШƓŸŸũЯШċƚШљÉÂéњЮШ 

 

Assets in the collateral pool are held solely for the benefit of the investors. The assets could include a 
ƚŔŰŊũĲШũŸċŰоũĲċƚĲШŸƖШċШƓŸŸũШŸŉШũŸċŰƚоũĲċƚĲƚЮШ[ŸƖШƣőĲШƚċťĲШŸŉШĦŸŰƚŔƚƣĲŰĦǃЯШƽĲШƽŔũũШƨƚĲШƣőĲШƣĲƖůШљũŸċŰыƚьњШ
throughout this methodology to represent both loans and leases.  

 

In securitization, investment banks create bond tranches by structuring the repayment of the debt (from 
the underlying assets) into different priorities to meet varying investor demands for risk, yield, maturity, etc. 
These tranches create the capital structure or capital stack. Bonds are typically issued by the SPV for each 
tranche and sold to investors.  
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Figure 5.8-1. Typical securitization process  

 
[ŸƖШƣőĲШƚċťĲШŸŉШĦŸŰƚŔƚƣĲŰĦǃЯШƣőĲШƣĲƖůШљƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚњШƽŔũũШĤĲШƨƚĲĬШƣőƖŸƨŊőŸƨƣШƣőŔƚШůĲƣőŸĬŸũŸŊǃШƣŸШ
mean any whole loans (untranched), private asset-backed finance, and public securitizations where assets 
are legally ringfenced to achieve bankruptcy remoteness. 

 

This asset class includes securitizations and structured products with various types of underlying 
collateral. An evaluation of the underlying collateral must be performed to determine the applicable 
methodology. Table 5.8-1 provides a summary of common collateral types that underpin structured 
products backed by different assets. 

 

Table 5.8-1. General description of structured products in scope   

Collateral type   Structured 
product 
type/acronym   

Structured product 
investment   

Inclusion guidance and PCAF reference  

Residential and 
commercial real 
estate  

RMBS  Agency and Non-Agency 
Residential Mortgage-Backed 
Securities (RMBS)  

Included   
Built upon PCAF guidance in Part A 
(Mortgages subchapter 5.5)  

CMBS & CMO  Agency and Non-Agency 
Commercial Mortgage-
Backed Securities (CMBS) 
Commercial Mortgage 
Obligations (CMO) 

Included   
Built upon PCAF guidance in Part A 
(Commercial Real Estate subchapter 5.4 , 
and Mortgages subchapter 5.5 as 
appropriate) 

Mortgage  
Covered Bonds  

Residential Mortgage 
Covered Bonds  
Commercial Real Estate 
Mortgage Covered Bonds  

Included   
Built upon PCAF guidance in Part A 
(Mortgages subchapter 5.5, Commercial 
Real Estate subchapter 5.4)  

ABS/MBS  Other Property Backed Asset 
Backed Securities (such as, 
Triple Net Lease, 
Manufactured Housing, Data 
Center, Single Family Rental, 
Timeshare)  

Included   
Built upon PCAF guidance in Part A 
(Commercial Real Estate subchapter 5.4)  

Business loans & 
Corporate bonds  

CLO & CDO  Collateralized Loan 
Obligations (CLOs)  
Collateralized Debt 
Obligations (CDOs)  

Included   
Built upon PCAF guidance in Part A 
(Business Loans and Unlisted Equity 
subchapter 5.2 and Listed equity and 
corporate bonds subchapter 5.1) for CLOs, 
and as appropriate for CDOs  



 

 
113 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

Auto loans & 
leases  

ABS  Automotive Asset Backed 
Securities (Auto ABS)  

Included   
Built upon PCAF guidance in Part A (Motor 
Vehicle Loans subchapter 5.6)  

 

Structured products out of scope   

Other hard 
assets  

ABS  Other Hard Asset Backed 
ABS (e.g. Aircraft, Solar, 
Railcar, Equipment)  

Not included , unless FI has access to asset-
level emissions data, in which case it would 
be optional  

 Miscellaneous   ABS  Consumer Related 
Structures (Credit Card 
Receivables, Student Loans, 
Small Business Loans, Home 
Equity Loans, etc.)  
Other structures (e.g. 
receivables, commodities) 
not backed by hard assets 

Not included , as no PCAF guidance is 
available yet, unless the FI has access to 
applicable asset level emissions data (small 
business loans) 

Covered bonds  Public Sector Covered 
Bonds, Land and Forest 
Covered Bonds  

Not included , as no PCAF guidance available 
yet for public sector financing (except for 
sovereigns; sub-sovereigns remain out of 
scope) or for land-based financing  

 
The methodology cannot be applied if the nature of the assets held in the collateral pool is not known, i.e. a 
ũŸŸťШƣőƖŸƨŊőШƣŸШƣőĲШƨŰĬĲƖũǃŔŰŊШċƚƚĲƣƚШŔƚШƖĲƕƨŔƖĲĬЯШċƚШƓĲƖШƣőĲШÂ9 [ШƓƖŔŰĦŔƓũĲШŸŉШљŉŸũũŸƽШƣőĲШůŸŰĲǃњЮШÑőŔƚШ
pertains to both asset class and sector. For the avoidance of doubt, loans backed by hard assets that are 
also the subject of a guarantee (e.g. U.S. Agency credit guarantees) fall within the scope of the 
methodology since the structured product investor and not the guarantor has financed the loan. 

 

ÑőĲШћÉƣƖƨĦƣƨƖċũШĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШƚĲĦƣŔŸŰШũċƣĲƖШŔŰШƣőŔƚШĦőċƓƣĲƖ 
provides guidance on approaches for different types of: 

¶ Structures : revolving pools, significant/credit risk transfers, synthetics, master trusts, warehouses, 
Re-REMICs, private transactions (all in scope). repurchase transactions, TBAs (out of scope) and  

¶ Exposures within structures : interest/principal only tranches, overcollateralization, risk retention (all 
in scope), reserve funds, liquidity facilities, hedging, (out of scope), subordinated loans, excess 
spread, residuals (subject to deal specifics)  

 

Guidance for choosing an approach to calculate financed emissions for Securitizations and 
Structured Products (SSP)  
 
Figure 5.8-2 provides guidance for choosing an approach to calculate financed emissions for 
Securitizations and Structured Products (SSP). 
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Figure 5.8-2. Guidance for choosing an approach to calculate financed emissions for Securitizations 
and Structured Products (SSP) 

 
 

Step 1: Is the SSP on balance sheet? 

To answer Yes: ÑőĲШÉÉÂШĲǂƓŸƚƨƖĲШŔƚШőĲũĬШŸŰШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШыfŰƻĲƚƣŸƖЯШfƚƚƨĲƖЯШ§ƖŔŊŔŰċƣŸƖьШĤċũċŰĦĲШ
sheet. Issuer special purpose vehicles (SPV) or similar are financial entities, which may hold deal tranches 
or balances. The Originator or third party may hold loans in the warehouse and deal structuring phase, 
pending sale as collateral to the issuer. In some structures, such as synthetics and covered bonds, the 
ĦŸũũċƣĲƖċũШƓŸŸũШůċǃШƖĲůċŔŰШŸŰШƣőĲШfƚƚƨĲƖо§ƖŔŊŔŰċƣŸƖќƚШĤċũċŰĦĲШƚőĲĲƣШŸƨƣƚŔĬĲШŸŉШċШÉÂéЮШ[ŔŰċŰĦĲĬШĲůŔƚƚions 
should be calculated and reported accordingly using the SSP methodology.  

 

To answer No: ÑőĲШÉÉÂШĲǂƓŸƚƨƖĲШŔƚШŰŸƣШőĲũĬШŸŰШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШĤċũċŰĦĲШƚőĲĲƣЯШĲЮŊЮШċŉƣĲƖШƣőĲШ
Originator has sold the collateral into the SPV but may, for instance, have residual claims. Financed 
emissions should be calculated and reported accordingly using the SSP methodology.  

 

For more information on SSP and parties involved, see the next section of this methodology. Regardless of 
whether the SSP is on or off balance sheet, the next step is to determine the nature of the collateral. 
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Step 2: Is the collateral real asset debt, corporate debt, auto or hard asset receivables? 

To answer Yes: The collateral pool securing the SSP exposure consists of identifiable real asset debt (such 
as commercial or residential mortgages), corporate debt (such as business loans or corporate bonds), 
auto loans, or other hard asset receivables (e.g., leases or loans secured by physical assets). These types 
ŸŉШĦŸũũċƣĲƖċũШċƖĲШƽŔƣőŔŰШƣőĲШƚĦŸƓĲШŸŉШƣőĲШÉÉÂШůĲƣőŸĬŸũŸŊǃЯШƽőŔĦőШƖĲƕƨŔƖĲƚШċШљũŸŸť-ƣőƖŸƨŊőњШċƓƓƖŸċĦőШƣŸШƣőĲШ
underlying collateral to determine the appropriate financed emissions accounting. Such assets are 
currently in scope for Part A of the Financed Emissions Standard and the financial institution should 
proceed to further classify the collateral type and apply the SSP methodology.  

Optionally , consider Step 3 if the deal carries a GSS+ or similar label, before proceeding to, or skip and 
proceed directly to Step 4.  

 

To answer No: The collateral pool securing the SSP exposure does not include real asset debt, corporate 
debt, auto loans, or hard asset receivables. Examples include securitizations backed by credit card 
receivables, student loans, home equity loans, etc. as per the table above. Such assets are currently out of 
scope for Part A of the Financed Emissions Standard and therefore are not accounted for under the SSP 
methodology. 

 

Step 3a (Optional): Is the collateral GSS+ or similar? Is the SSP a Secured Green Collateral Bond*? 

To answer YesаШÑőĲШŰĲƣШƓƖŸĦĲĲĬƚШŉŔŰċŰĦĲШċŰĬоŸƖШƖĲŉŔŰċŰĦĲШƣőĲШƨŰĬĲƖũǃŔŰŊШċƚƚĲƣƚШыƣőĲШћĦŸũũċƣĲƖċũќьШċŰĬШƣőĲШ
collateral backing the SSP exposure is designated as GSS+, i.e. Green, Social, Sustainability, 
Sustainability-linked or Climate Transition debt, according to recognized standards (e.g., ICMA Green Bond 
Principles (2022, 2025), ICMA Climate Transition Bond Guidelines (2025), EU Taxonomy, Climate Bonds 
Initiative Taxonomy and Standard). The SSP is a Secured Green Collateral Bond, as defined by ICMA in the 
Green Bond Principles (June 2022 Appendix). Such assets are currently in scope for Part A of the Financed 
Emissions Standard and the financial institution should proceed to further classify the collateral type in 
Step 4 and apply the SSP methodology.  

 

To answer NoаШfŉШƣőĲШĦŸũũċƣĲƖċũШŔƚШŰŸƣШ]ÉÉҼЯШĤƨƣШƣőĲШċŰƚƽĲƖШƣŸШÉƣĲƓШΞШŔƚШћòĲƚќЯШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШ
should proceed to further classify the collateral type in Step 4 and apply the SSP methodology.  

Optionally , consider Step 3b if the deal carries a GSS+ or similar label. 

 

Step 3b (Optional): Would net collateral sale proceeds finance corporate projects of the Originator, 
e.g. GSS+ or similar debt? Is it a Secured Green Standard Bond*? 

To answer Yes: The net proceeds from the sale of the collateral pool are used by the originator to finance 
corporate projects that are designated as GSS+, i.e. Green, Social, Sustainability, Sustainability-linked or 
Climate Transition debt, according to recognized standards (e.g., ICMA Green Bond Principles (2022, 
2025), ICMA Climate Transition Bond Guidelines (2025), EU Taxonomy, Climate Bonds Initiative Taxonomy 
and Standard). The SSP qualifies as a Secured Green Standard Bond, where the financing supports specific 
corporate projects rather than being directly backed by green/social/sustainable collateral. In this case, 
the financial institution may apply the Use of Proceeds Structures methodology, which accounts for the 
use of proceeds in financing eligible projects. 
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Step 4a: Is the collateral real asset debt? 

To answer Yes: The collateral pool includes identifiable real asset debt, such as commercial or residential 
mortgage loans, or other loans secured by tangible assets. These assets are held in the collateral pool and 
are within the scope of the SSP methodology. The financial institution should proceed to Step 5a and apply 
the SSP methodology.  

 

Step 4b: Is the collateral corporate debt? 

To answer Yes: The collateral pool consists of identifiable corporate debt instruments, such as business 
loans, corporate bonds, or other debt issued by companies or SSP issuers. These assets are within the 
scope of the SSP methodology. The financial institution should proceed to Step 5b and apply the SSP 
methodology.  

 

Step 4c: Is the collateral auto or hard asset receivables? 

To answer Yes: The collateral pool includes auto loans or other receivables secured by hard assets, such 
as equipment leases or loans backed by tangible physical assets. These types of collateral fall within the 
scope of the SSP methodology, or reported emissions data is available from the Issuer for the collateral. 
The financial institution should proceed to Step 5c and apply the SSP methodology. 

 

Step 5a: Classify based on asset type 

ÑőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШƚőŸƨũĬШċƓƓũǃШċШљũŸŸť-ƣőƖŸƨŊőњШċƓƓƖŸċĦőШƣŸШƣőĲШƨŰĬĲƖũǃŔŰŊШƖĲċũШċƚƚĲƣШƣǃƓĲШƣŸШ
determine the appropriate financed emissions accounting, using the corresponding asset class 
methodologies for real assets. 

 

Step 5b: Classify based on customer segment 

ÑőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШƚőŸƨũĬШċƓƓũǃШċШљũŸŸť-ƣőƖŸƨŊőњШċƓƓƖŸċĦőШƣŸШƣőĲШƨŰĬĲƖũǃŔŰŊШĦŸƖƓŸƖċƣĲШĬĲĤƣШŸƖШũŸċŰƚШ
to determine the appropriate financed emissions accounting, using the corresponding asset class 
methodologies for the given customer segment. 

 

Step 5c: Classify based on asset type 

ÑőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШƚőŸƨũĬШċƓƓũǃШċШљũŸŸť-ƣőƖŸƨŊőњШċƓƓƖŸċĦőШƣŸШƣőĲШƨŰĬĲƖũǃŔŰŊШċƨƣŸШƖĲĦĲŔƻċĤũĲƚШŸƖШőċƖĬШ
assets to determine the appropriate financed emissions accounting, using the corresponding asset class 
methodologies for the asset type. For non-auto hard assets, the institution should obtain reported 
emissions data for the collateral if it intends to use the SSP methodology. 

 

Step 6+. Apply pool, deal, tranche, bond and other calculations as per SSP methodology.  

Guidance: Once the collateral type and structure have been identified (real asset debt, corporate debt, 
auto or hard asset receivables), the SSP methodology requires a multi-level attribution process to allocate 
financed emissions accurately and avoid double counting.  

1. Calculate asset -level emissions : Determine the absolute scope 1 and scope 2 emissions of the 
individual loans or leases in the collateral pool, using the best available data or estimates per 
asset class guidance. 
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2. Attribute emissions to individual loans : Use collateral attribution factors (CAF) based on current 
outstanding amounts (COA) and asset values at origination to allocate emissions to each loan 
within the pool. 

3. Aggregate loan emissions to the collateral pool: Sum the emissions of all loans to determine 
the total financed emissions of the collateral pool backing the SSP. 

4. Allocate collateral pool emissions to deal tranches and retained interests : Distribute the total 
pool emissions to each tranche of the securitization structure proportionally based on the nominal 
amount of each tranche relative to the total pool nominal amount. This includes any retained 
equity or risk retention positions held by the originator or sponsor. 

5. Attribute tranche emissions to investors : Allocate emissions to investors based on their share of 
holdings within each tranche, reflecting their economic exposure. 

 

Additional guidance  
When the net proceeds of the securitization and structured product finance and/or refinance the 
ƨŰĬĲƖũǃŔŰŊШċƚƚĲƣƚШыƣőĲШћĦŸũũċƣĲƖċũќьЯШŸƖШƣőĲШŔƚƚƨċŰĦĲШŔƚШũċĤĲũũĲĬШċƚШċШћÉĲĦƨƖĲĬШ]ƖĲĲŰШ9ŸũũċƣĲƖċũШ7ŸŰĬќШŔŰШ
accordance with the ICMA Green Bond Principles (June 2022 Appendix), this methodology should be 
applied. If the net proceeds of from the sale of the collateral into the securitization or structured product 
are intended to be used by the originator to finance and/or refinance specified use-of-proceeds corporate 
ƓƖŸŢĲĦƣƚЯШŸƖШƣőĲШŔƚƚƨċŰĦĲШŔƚШũċĤĲũũĲĬШċƚШċШћÉĲĦƨƖĲĬШ]ƖĲĲŰШÉƣċŰĬċƖĬШ7ŸŰĬЯќШƨƚŔŰŊШf9~ Ш]ƖĲĲŰШ7ŸŰĬШ
Principles (June 2022 Appendix), the Use of Proceeds Structures subchapter may be relevant. 

 
GENERAL GUIDANCE ON EMISSIONS ACCOUNTING 

Securitizations and structured products are complex and involve multiple parties along the structured 
product investment chain, including: 

¶ Originators: Originators are often, but not always, FIs who originate and/or contribute assets to the 
securitization. The originator, sponsor, or original lender will include any assets held outside of the 
securitization as financed emissions under Part A, and this includes the loans destined for the deal, 
but pre-securitization. As loans are moved into the SPV, the originator may be able to reduce their 
financed emissions for the removed assets. Any loans retained by the originator, or in structured 
deals where there is no true sale to an SPV (such as covered bonds or synthetic securitizations), 
would be accounted for as financed emissions under Part A. For the sake of consistency, we will use 
ƣőĲШƣĲƖůШљŸƖŔŊŔŰċƣŸƖњШƣŸШůĲċŰШƣőĲШŸƖŔŊŔŰċƣŸƖЯШƚƓŸŰƚŸƖЯШŸƖШŸƖŔŊŔŰal lender of the loan(s) in the 
securitization. 

¶ Investors: Investors (including investment banks acting as investors, or other parties participating in 
the deal as investors) will include any emissions associated with investments in structured products 
as financed emissions under Part A.  

¶ Arrangers/Banks/Intermediaries : Arrangers assisting with the structuring and placement of the 
investment product at pre-issuance are responsible for most deal support (i.e. structuring advice, 
investor book, allocation, and roadshows). There are other roles such as underwriters, lead 
managers, banks, etc. Facilitators should account for emissions related to the transactions they have 
facilitated, as facilitated emissions under Part B as and when facilitated emissions guidance for this 
asset class becomes available. 
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Figure 5.8-3 illustrates how emissions are allocated throughout the loan origination and securitization 
process. When the loans are originated, the originator accounts for them as financed emissions. If they use 
a warehousing bank to hold loans until there is sufficient volume to issue a deal, the warehouse bank 
would also account for the loans as financed emissions for any portion it holds. 

 

The transfer of the collateral pool from an originator to the SPV, and the issuance of bonds by the SPV 
happens simultaneously at deal closing. Once the bonds are issued and sold (allocated) to investors, the 
emissions associated with the assets in the underlying collateral pool should be accounted for by the 
holders of those securities. Investors shall either use financed emissions reported directly by originators or, 
if this data is not available, look to estimate and report financed emissions using this methodology and the 
best quality data available. For more guidance on data, see ћData required and data quality scoreќ section 
below. 

 

Whether or not the originator needs to continue accounting for the emissions depends on considerations 
such as the jurisdiction, whether the securitization transaction will be de-consolidated, and if they retain 
part of the loans or invest in some of the issued bonds. Additional guidance on calculating emissions for 
ƖŔƚťШƖĲƣĲŰƣŔŸŰШĦċŰШĤĲШŉŸƨŰĬШŔŰШƣőĲШћÉƣƖƨĦƣƨƖċũШĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШ
section. 

 

Figure 5.8-3. Allocation of emissions (financed and facilitated) throughout the loan origination and 
securitization process  

 
 

The guidance is focused on the most typical securitization structure, where assets are pooled and 
transferred to an SPV which issues tranched securities. However, there are various structures (e.g. 
synthetic securitizations, where the credit risk is transfĲƖƖĲĬШĤƨƣШƣőĲШċƚƚĲƣƚШƖĲůċŔŰШŸŰШƣőĲШŸƖŔŊŔŰċƣŸƖќƚШ
balance sheet) and structural features (e.g. splitting bond tranches into interest-only and principal-only 
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strips). Further guidance on how different structure types and structural features are handled can be found 
ŔŰШƣőĲШћÉƣƖƨĦƣƨƖċũШĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШƚĲĦƣŔŸŰЮ 

 

EMISSION SCOPES COVERED 

fŰƻĲƚƣůĲŰƣƚШŔŰШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚШƽŸƨũĬШŉċũũШƨŰĬĲƖШƚĦŸƓĲШΟШĦċƣĲŊŸƖǃШΝΡШŸŉШċŰШ[fќƚШĲůŔƚƚŔŸŰƚШŔŰƻĲŰƣŸƖǃЮШ
Emissions accounting for a structured product shall  cover the absolute scope 1 and 2 emissions related to 
the hard assets backing the underlying collateral of that product. In the same way as the emissions from 
ƣőĲШċƚƚĲƣƚШĤċĦťŔŰŊШũŸċŰƚШŉċũũШƨŰĬĲƖШƚĦŸƓĲШΟШĦċƣĲŊŸƖǃШΝΡШŸŉШċШ[fќƚШĲůŔƚƚŔŸŰƚШŔŰƻĲŰƣŸƖǃШƽőĲŰШƚċƣШŸn their 
ĤċũċŰĦĲШƚőĲĲƣЯШƣőĲƚĲШĲůŔƚƚŔŸŰƚШŉċũũШƨŰĬĲƖШƚĦŸƓĲШΟШĦċƣĲŊŸƖǃШΝΡШŸŉШċШƚĲĦƨƖŔƣŔǍċƣŔŸŰШÉÂéќƚШĲůŔƚƚions 
inventory when the loans are held in an SPV (e.g. as part of a securitization transaction).  

 

Real estate: Emissions accounting shall  cover the absolute operational scope 1 and 2 emissions related 
to the energy use of the property financed, on a whole building basis, i.e. energy use includes the energy 
ĦŸŰƚƨůĲĬШĤǃШƣőĲШĤƨŔũĬŔŰŊќƚШŸĦĦƨƓċŰƣƚШċŰĬШƚőċƖĲĬШŉċĦŔũŔƣŔĲƚЮШ[fƚШmay report financed emissions from the 
construction or renovation of buildings and embodied carbon (scope 3 emissions) if required by the 
jurisdiction where the FI is located.  

 

Business loans and corporate bonds: Emissions accounting shall  cover the absolute scope 1, scope 2 
and scope 3 emissions of borrowers and investees. Financial institutions shall  separately disclose 
absolute scope 3 emissions from scope 1 and 2 emissions of borrowers and investees. Separate reporting 
allows for full transparency while acknowledging potential double counting.  

 

Auto loans/Leasing: Emissions accounting shall  cover the annual scope 1 and scope 2 emissions of the 
vehicles being financed. FIs may report scope 3 emissions related to the production of vehicles, delivery of 
vehicles to buyers, or decommissioning of vehicles after use if required by the jurisdiction where the FI is 
located.  

 

Other hard assets: Emissions accounting shall  cover the annual scope 1 and scope 2 emissions of the 
equipment being financed. FIs may report scope 3 emissions related to the production of equipment, 
delivery of equipment to buyers, or decommissioning of equipment after use if required by the jurisdiction 
where the FI is located. 

 

ATTRIBUTION OF EMISSIONS  

Emissions accounting for structured products requires consideration of both the hard assets in the 
collateral pool and the securities created through the transaction. More specifically, the emissions 
allocated to the securities are derived from the emissions attributed to the collateral pool, which in turn are 
determined from the emissions of the underlying hard assets backing the loans in the collateral pool. There 
are, therefore, five steps in the financed emissions attribution to investors:  

1. Calculate asset level emissions of the individual loans. 
2. Attribution of underlying asset emissions to individual loans in accordance with asset class 

guidance under Part A, i.e. in accordance with guidance as referenced in Table 5.8-4. 
3. Attribution of loan emissions to the collateral pool, effectively a portfolio of loans. 



 

 
120 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

4. Attribution of collateral pool emissions to the bond structure and allocation to each of the deal 
tranches, as well as to any retained interest, or equity, in the deal.  

5. Attribution of tranche emissions to the investor, based on the share of holding relative to tranche 
size.  
 

Figure 5.8-4. Overall attribution approach   

 

Attribution of Facilitated Emissions to deal arrangers/underwriters should follow the same approach, but 
apply PCAF guidance under Part B.  

 

GUIDING PRINCIPLES ON FINANCED AND FACILITATED EMISSIONS FOR 
STRUCTURED PRODUCT INSTRUMENTS  

1. Total financed emissions allocated to the various tranches of a securitization should be equal to 
the emissions of the financed assets (no double counting between tranches). For these purposes: 

a) tranche means each of the separate elements of the principal liabilities of the securitization 
(e.g., class of notes, class of loan notes, sub-loans, balance-sheet financed covered bond 
pool buffer amount / retained senior exposure of SRT transaction, over-collateralization, etc.).  

b) which, when taken together at their nominal amount, equal the nominal outstanding amount 
of the loans in the pool at the closing of the deal. 

2. Total financed emissions allocated to the various tranches of a securitization should be equal to 
the emissions that would be attributed to the financed assets if they were on the balance sheet of 
an originator (regardless of whether they are on the balance sheet of the originator or not).  

3. Tranches of the securitization are allocated financed emissions where they are (largely) repaid 
from (either directly or with reference to) the principal receipts of the loans secured by the 
financed assets.  

4. Financed emissions of loans that are securitized but remain on the balance sheet of an originator 
will be accounted for by both the holders of the securitization tranches and the originator/sponsor, 
but this apparent double counting is not inconsistent with the general approach to scope 3 
emissions. 

5. Unless specific tranches are backed by distinct, separately identifiable, pools of assets, individual 
ċƚƚĲƣƚќШĲůŔƚƚŔŸŰƚШƚőŸƨũĬШŰŸƣШĤĲШċũũŸĦċƣĲĬШƣŸШƚƓĲĦŔŉŔĦШƣƖċŰĦőĲƚЮШfŉШƚƓĲĦŔŉŔĦШƣƖċŰĦőĲƚШċƖĲШĤċĦťĲĬШĤǃШ
distinct, separately identifiable, pools of assets, emissions from those assets should be allocated 
to the relevant tranches accordingly. 

 

ÑőĲШћÉƣƖƨĦƣƨƖċũШĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШƚĲĦƣŔŸŰШƓƖŸƻŔĬĲƚШůŸƖĲШĬĲƣċŔũĲĬШ
information on different types of exposures within structures and on structural features. 

 

The attribution of asset emissions to the collateral pool and to the investor requires multiple attribution 
factors.  
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Figure 5.8-5. Attribution Factors Diagram for Structured Products   

 
 

 

1. Collateral Attribution Factors  
The collateral attribution factor (CAF) is used to attribute emissions of the underlying hard assets to the 
loans held in the collateral pool underpinning the investment structure. These factors are asset class 
specific to Table 5.8-2. All attribution factors reference the current outstanding amount (COA). 

 

Table 5.8-2. General Collateral Attribution Factor formulae  

Collateral type  Structure  Collateral attribution factor (CAF)  

Real estate RMBS 

ὅὃὊ  

ὅὕὃ ὔέάὭὲὥὰ

ὖὶέὴὩὶὸώ ὠὥὰόὩ ὥὸ ὕὶὭὫὭὲὥὸὭέὲ
 

CMBS & CMO 

Mortgage Covered Bonds 

Other Property-Backed ABS, 
MBS, or structured finance 

Business loans 
and corporate 
bonds 

CLO & CDO By underlying asset: 

ὅὃὊ
ὅὕὃ ὔέάὭὲὥὰ

Ὕέὸὥὰ ὉήόὭὸώὈὩὦὸ
 

ὅὃὊ
ὅὕὃ ὔέάὭὲὥὰ

ὉὲὸὩὶὴὶὭίὩ ὠὥὰόὩ ὍὲὧὰόὨὭὲὫ ὅὥίὬ
 

 

ὅὃὊ  

ὅὕὃ ὔέάὭὲὥὰ

ὖὶέὴὩὶὸώ ὠὥὰόὩ ὥὸ ὕὶὭὫὭὲὥὸὭέὲ
 

Auto loans Auto ABS 
ὅὃὊ  

ὅὕὃ ὔέάὭὲὥὰ

Ὕέὸὥὰ ὠὥὰόὩ ὥὸ ὕὶὭὫὭὲὥὸὭέὲ
 

Other hard 
assets 

Other hard assets back by ABS 
ὅὃὊ  

ὅὕὃ ὔέάὭὲὥὰ

Ὕέὸὥὰ ὠὥὰόὩ ὥὸ ὕὶὭὫὭὲὥὸὭέὲ
 

Collateral 
Attribution 

Factor

Pool of 
Loans

Investment 
Attribution 

Factor

Senior Bond

Mezzanine 
Bond

Subordinate 
Bond

Equity

Loan 1

Loan 2

Loan 3

Loan 4

Loan 5

Loan 6

Loan 7

Loan 8
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CAFs should never exceed the value of 1.0. A maximum value of 1 should be applied to avoid artificially 
creating emissions.  

 

Where possible, FIs (e.g. originator, investor) shall strive to obtain the nominal value (rather than a market 
value or net present value) of the COA of the loan at the time of GHG accounting to calculate the CAF. 
Current outstanding amount is the current remaining principal balance outstanding of the loan (or the 
current balance including accrued interest can be used if the current principal balance is not available). 
Similar to Part A guidance, the attribution of emissions within securitized products is based on nominal 
values in order to avoid unintended fluctuation of financed emissions as a result of market volatility. 

 

If the COA cannot be obtained or calculated, the FI may use the nominal original outstanding amount (at 
the point of securitization) to determine the collateral attribution factor and shall disclose this in emissions 
reporting. Original outstanding amount (OOA) is the principal amount of the loan at the time of deal 
closing, i.e. issuance.  

 

Where possible, the asset value at loan origination should be used rather than any more recently updated 
asset value. There are nuances to this approach in certain structures, e.g. US CMBS/ABS master trusts - 
ƚĲĲШћÉƣƖƨĦƣƨƖċũШĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШƚĲĦƣŔŸŰШũċƣĲƖШŔŰШƣőŔƚШĦőċƓƣĲƖЮ 

 

In order of priority or preference, the calculation for the CAF should be:  

1. Current outstanding amount (COA) / Asset value at origination (AVO) 
2. Original outstanding amount (COA) / Asset value at origination (AVO) 
3. Current outstanding amount (COA) / Updated asset value (UAV) 
4. Original outstanding amount (OOA) / Updated asset value (UAV) 

 

ƚШċШũŸċŰШƓċǃƚШĬŸƽŰЯШƣőĲШũŸċŰќƚШ9§ ШƽŔũũШĤĲШĬŔŉŉĲƖĲŰƣШŉƖŸůШƣőĲШ§§ ЯШĦŸŰƚŔƚƣĲŰƣШƽŔƣőШƣőĲШÂ9 [ШƓƖŔŰĦŔƓũĲШŸŉШ
љŉŸũũŸƽШƣőĲШůŸŰĲǃњЮШÑőŔƚШŔƚШŸŉƣĲŰШƣőĲШĦċƚĲШċƣШƣőĲШƓŸŔŰƣШƣőĲШũŸċŰШŔƚШƚŸũĬШŔŰƣŸШƣőĲШÉÂéЯШŔЮĲЮШƣőĲШũŸċŰШŔƚШ
љƚĲċƚŸŰĲĬњШċƣШĬĲċũШĦũŸƚŔŰŊЯШċĬŢƨƚƣĲĬШŉŸƖШĬƖċƽĬowns, amortization, and other repayments relative to the 
initial outstanding amount from the time the loan was first originated by the originator. The loan amount at 
securitization deal closing is the OOA, as described above. Post-closing, as the loan continues to pay 
down, the collateral attribution factor and financed emissions will evolve accordingly. Consideration 
should also be given to any drawdowns, if provided for in the terms of the loan, but treatment would 
depend also on the terms of the securitization. 

 

Box 5.8-1. Note on amortization 

Adjusting the outstanding amount for loan amortization captures the reduced level of financing, and 
increased level of equity, i.e. amortization shifts the emissions from the FIs to the borrower. Real-world 
decarbonization would come from improvements in energy consumption and/or emissions of the 
underlying assets. Analysis of change can be used to disaggregate the contributors to changes in 
financed emissions and/or emissions intensity to isolate real-world impacts. 

 

 



 

 
123 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

2. Loan Attribution Factor  (LAF) 
The collateral pool emissions are the total of attributable loan emissions. The amount of attributed 
underlying asset emissions factored into collateral pool emissions is proportional to the share of the loan 
amount held in the pool relative to the total loan amount. For example, if 50% of a loan is contributed to 
collateral pool A and 50% to collateral pool B, the emissions attributed to the loan are split 50/50 between 
the two collateral pools. If the full loan is contributed to the collateral pool, the full attributed loan 
emissions are factored into the collateral pool emissions.  

 

The general formula for loan attribution factor (LAF) is provided below, but as noted above the loan 
amounts factored in should be updated to COAs for each emissions accounting period to reflect any 
amortization and/or other capital repayment under the loan.  

 

ὒέὥὲ ὥὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ 
ὒέὥὲ ὅὕὃ ὔέάὭὲὰ Ὥὲ ὖέέὰ

Ὕέὸὥὰ ὒέὥὲ ὅὕὃ ὔέάὭὲὥὰ
 

 

3. Tranche Attribution Factor  (TAF) 
The emissions allocated across all relevant tranches within the capital structure need to match the 
emissions allocated to the collateral pool. Individual tranche allocations are based on the relative size of 
the tranches in the deal.  

 

Tranche seniority, or position in the capital structure, does not affect financed emissions as each tranche 
is exposed to the same underlying collateral pool, and therefore, seniority is not considered in the 
equations to calculate financed emissions. Additional guidance on how to account for losses and default 
ĦċŰШĤĲШŉŸƨŰĬШŔŰШƣőĲШћÉƣƖƨĦƣƨƖċũШĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШƚĲĦƣŔŸŰЮ 

 

The general formula for tranche attribution factor (TAF) is provided below. As for loans, the tranche 
amounts factored in should be updated to nominal COAs for each emissions accounting period to reflect 
any amortization and/or other capital repayment of the tranche.  

 

ὝὶὥὲὧὬὩ ὥὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ 
 ὝὶὥὲὧὬὩ ὅὕὃ

В ὝὶὥὲὧὬὩ ὅὕὃ
 
ὝὶὥὲὧὬὩ ὅὕὃ

ὈὩὥὰ ὅὕὃ
 

 

4. Investment Attribution Factor   
ƣƣƖŔĤƨƣŔŸŰШŸŉШƣƖċŰĦőĲШĲůŔƚƚŔŸŰƚШƣŸШƣőĲШŔŰƻĲƚƣŸƖШŔƚШĤċƚĲĬШŸŰШƣőĲШƚŔǍĲШŸŉШƣőĲШŔŰƻĲƚƣŸƖќƚШőŸũĬŔŰŊоċũũŸĦċƣŔŸŰШŔŰШ

the deal relative to the total size of the tranche:  

 

ὍὲὺὩίὸάὩὲὸ ὥὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ 
ὝὶὥὲὧὬὩ ὭὲὺὩίὸάὩὲὸ ὅὕὃ 

Ὕέὸὥὰ ὸὶὥὲὧὬὩ ὅὕὃ
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EQUATIONS TO CALCULATE FINANCED EMISSIONS  

Where emissions information is available at the loan or collateral pool level, emissions are apportioned 
across the capital structure (all relevant tranches) corresponding to their relative share of the collateral, as 
per Table 5.8-3. The financed emissions formula set provides for both single collateral pool structures and 
structures that represent a portfolio of loan pools (pool of pools).  

 

If a collateral pool attaches to a specific tranche or tranches, these should be treated as separate 
transactions to allow appropriate attribution of underlying asset emissions. The investor would then need 
to aggregate the attributed emissions across these transactions to calculate its investment portfolio 
financed emissions.  

 

Table 5.8-3. Financed emission formulae 

Level Financed emissions (FE) 

Loan 

ὊὉ ὉάὭίίὭέὲίz ὅὃὊ  

See Table 5.8-2. for collateral attribution factors by collateral type. If loans feature multiple types 
of collateral, each type should be assessed separately to reflect the appropriate collateral 
attribution factor (CAF). 

Collateral 
pool 

ὊὉ ὒέὥὲ ὥὸὸὶὭὦόὸὭέὲ ὪὥὧὸέὶὊzὉ

ὒέὥὲ ὅὕὃ ὔέάὭὲὥὰ Ὥὲ ὖέέὰ

Ὕέὸὥὰ ὒέὥὲ ὅὕὃ ὔέάὭὲὥὰ
ὊzὉ  

Pool of pool 
(if relevant) 

ὊὉ
 ὖέέὰ ὅὕὃ ὔέάὭὲὥὰ Ὥὲ ὖέὴ

ὖέὖ ὅὕὃ ὔέάὭὲὥὰ
ὼὊὉ  

Tranche 
ὊὉ ὝὶὥὲὧὬὩ ὥὸὸὶὭὦόὸὭέὲ ὪὥὧὸέὶὊzὉ  

ὝὶὥὲὧὬὩ ὅὕὃ ὔέάὭὲὥὰ

ὈὩὥὰ ὅὕὃ ὔέάὭὲὥὰ
ὊzὉ   

Deal ὊὉ ὊὉ ὊὉ   

Investment  ὊὉ
ὝὶὥὲὧὬὩ ὭὲὺὩίὸάὩὲὸ ὅὕὃ ὔέάὭὲὥὰ

Ὕέὸὥὰ ὸὶὥὲὧὬὩ ὅὕὃ ὔέάὭὲὥὰ
 zὊὉ  

 

ìőŔũĲШŔƣШŔƚШƓŸƚƚŔĤũĲШƣŸШĦċũĦƨũċƣĲШċŰШŔŰĬŔƻŔĬƨċũШŔŰƻĲƚƣŸƖќƚШőŸũĬŔŰŊШŔŰШƣőĲШĬĲċũШƽŔƣőŸƨƣШċŰШŔŰƣĲƖŔůШƣƖċŰĦőĲШ
calculation, the methodology is designed to be general, including for structures where tranches may have 
different features т e.g. a green tranche, or a tranche with a different collateral pool. 

  

FIs shall use the nominal COA at the time of GHG accounting to calculate the financed emissions and, 
where calculated, emissions intensity. To determine the economic carbon intensity (ECI) of an asset, 
collateral pool(s), tranche, or investment holding, a FI should divide the relevant financed emissions by the 
relevant nominal COA (e.g. pool financed emissions ÷ total pool nominal COA). 

 

In certain cases, the financed emissions of the underlying collateral pool might be reported directly. For 
example, a covered bond issuer might publish an annual report containing the financed emissions. An 
ŔŰƻĲƚƣŸƖќƚШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚШĦċŰШƣőĲŰШĤĲШĦċũĦƨũċted as follows:  
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ὍὲὺὩίὸάὩὲὸ ὪὭὲὥὲὧὩὨ ὩάὭίίὭέὲίὍὲὺὩίὸάὩὲὸ ὥὸὸὶὭὦόὸὭέὲ ὪὥὧὸέὶὝzὶὥὲὧὬὩ ὥὸὸὶὭὦόὸὭέὲ ὪὥὧὸέὶὙzὩὴέὶὸὩὨ ὩάὭίίὭέὲί 

 

If the FI does not have the data required to follow the preferred approach noted above, emissions intensity 
(e.g. tCO2e/$M) can be applied to the COA of a tranche or investment to determine the allocation of 
financed emissions. If this approach is taken it should be transparently disclosed in line with PCAF data 
quality score guidance. 

 

DATA REQUIRED AND DATA QUALITY SCORE 

It is not common for the reported emissions of the assets collateralizing structured products to be 
available. Thus, it is often challenging for originators to collect actual emissions data for the underlying 
assets. We expect this effort to progress as originators (and/or any respective data collection teams) are 
urged to collect any emissions-related data at time of loan origination and provide data in a standardized 
format to assist with emissions calculations, disclosing any outside sources used for emissions related 
data provided. Investors are encouraged to engage with issuers to communicate the importance of 
providing underlying asset data. This will encourage industry-wide data collection, standardization, and 
enhanced reporting over time to improve emissions accuracy.  

 

In this context, it should be noted that emissions for underlying assets may be estimated in line with 
relevant PCAF methodologies, and FIs should use the highest quality data available to calculate emissions. 
FIs should always report the associated data quality score based on the quality and availability of data 
used or sourced.  

¶ For commercial and residential real estate, data may be available from various external sources and 
commercial databases that can be considered for building emissions estimates as outlined in Part A 
subchapters 5.4 and 5.5. This may include known building characteristics (building type, location, 
floor area, units), energy consumption/use, energy sources, renewable energy use, energy 
labels/scores, location-specific statistical data, supplier-specific data, etc. 

¶ For motor vehicle loans and auto collateral, specific vehicle details (type, year, make, model, trim, 
fuel type), actual vehicle fuel consumption or actual vehicle distance traveled must be known to 
determine the actual vehicle emissions. As detailed in Part A subchapter 5.6, emissions can be 
estimated using vehicle efficiency data from official statistical data sources, and by estimating 
distance traveled based on government-supported data sources that provide local/ provide 
geography-specific statistical ĬċƣċШŸŰШċƻĲƖċŊĲШƻĲőŔĦũĲШĬŔƚƣċŰĦĲШƣƖċƻĲũĲĬЮШÂ9 [ќƚШƽĲĤ-based emission 
factor database provides emissions factors per vehicle type for a large set of geographies. 

 

Given the lack of publicly available data and the complexity of estimating emissions for hard assets, 
originators are urged to provide all applicable asset-level data (inclusive of but not limited to the details 
noted above) to assist in calculations of financed emissions. In cases where it is not possible to provide 
loan-level data (which is the preferred approach), it is still acceptable to provide stratified data on the 
collateral pool, which can support emissions estimation (e.g. industry sector, property type, etc.) using 
loan amount. Originators are also strongly urged to begin additional data collection processes with the 
borrower at loan origination and begin standardizing the ongoing reporting of this data. Over time, more 
relevant data will be collected and should be passed to investors for more accurate emission calculations.  



 

 
126 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

When assessing the emissions of these assets, it's necessary to distinguish between asset types where 
emissions data is:  

¶ available directly from the originator/sponsor  

¶ ċĤũĲШƣŸШĤĲШĲƚƣŔůċƣĲĬШƨƚŔŰŊШÂ9 [ќƚШĲůŔƚƚŔŸŰШŉċĦƣŸƖШĬċƣċĤċƚĲƚШыand any future emission factor 
databases provided by PCAF),  

¶ available or estimated using an external third-party data source, or  

¶ not currently available for the asset type.  

 

The accessibility and accuracy of emissions data can vary significantly, and access may be dependent on 
where the user sits in the investment chain. As regulatory and industry best practice disclosure standards 
evolve, it is expected that originator/sponsor will provide most emissions data with the highest data quality, 
as they are best positioned to obtain or estimate this information.  

 

FIs should use the highest quality dataset available and evaluate new data sources originator/sponsor 
regularly. Nonetheless, there may be cases where the only underlying data available for a given structured 
product investment is the institution's investment amount and the structured product investment type. 
Whenever data is estimated, the FI should always take the most conservative approach and outline the 
approach in proper disclosures. For example, if residential property type is not provided in an RMBS 
transaction, a FI should assume all property types in the collateral pool are backed by single-family 
detached homes (or the most emissions-intensive property type equivalent) or disclose that emissions 
calculations are not available due to missing data. The level of data quality used should always be reported 
ƨƚŔŰŊШÂ9 [ќƚШĬċƣċШƕƨċũŔƣǃШƚĦŸƖĲЮ 

 

It is understood that there remains a lack of consistent and granular data needed for the most accurate 
emissions calculations for all assets that collateralize securitized products. There may also be challenges 
in accessing detailed information on the underlying assets, when not directly provided by the issuer or 
when information is private. Emissions estimates can and should still be calculated using the most 
granular level of data available. Either using data provided by the issuer directly, or in combination with 
third party data.  

 

Using Auto ABS as an example. A typical loan tape will have vehicle year, make, model, and location, but 
will not have detailed data like mileage, or private data like VIN (vehicle identification number). FIs can still 
calculate emissions estimates using the EXIOBASE or CEDA databases. In the U.S., government websites 
such as www.fueleconomy.gov and www.epa.gov have emission calculators where users can input vehicle 
details and obtain emissions estimates. However, issuers, at time of loan origination, are encouraged to 
map each unique VIN to EPA data to obtain the most accurate emissions estimates and provide this data 
as part of the loan level data. In the case where there is not an exact match, regional averages may be used 
and reported as such. Some Auto ABS issuers in Australia are already providing loan level emissions data. 
This should encourage uptake in other regions like UK and U.S. 

 

For US RMBS, additional external data sources may include U.S. state level emissions from www.eia.gov, 
and residential housing information available www.census.gov, as examples.  

https://www.fueleconomy.gov/
https://www.eia.gov/
https://www.census.gov/
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This method assumes that original and current outstanding loan amounts are available at the collateral 
pool level. However, this may not be the case, in which case a pool amortization factor or constant 
emissions intensity can be used to estimate tranche-level, and investment-level, emissions metrics, as per 
Figure 5.8-6. 

 

Figure 5.8-6. Structured products data quality decision tree  

 
To encourage industry-wide improvement in the availability and usage of best-in-class data, PCAF provides 
PCAF data quality scores in Part A of the Standard which should be referred to for the underlying hard 
assets in the structured product. The structured products data quality decision tree can be calculated 
based on a weighted average by the COA of the underlying assets (mortgages, business loans, leases, 
etc.).  

 

Given the complexity of estimating emissions for all hard assets, originators are strongly encouraged to 
provide emissions, and emissions-related data, at the loan (or, if not possible, pool) level to create more 
standardization in downstream emissions reporting. This will help improve data quality, standardization, 
and ongoing reporting.  
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ASSESSMENT BOUNDARY  

The assessment boundary for emissions is limited to the assets in the collateral pool of the deal.  

[ŸƖШƣőĲШċƻŸŔĬċŰĦĲШŸŉШĬŸƨĤƣЯШƣőŔƚШůĲƣőŸĬŸũŸŊǃШƽŸƨũĬШċũƚŸШċƓƓũǃШƣŸШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚШũċĤĲũĲĬШћŊƖĲĲŰќШŸƖШ
similar, e.g. a green CMBS. The methodology should be applied so that the financed emissions reflect the 
collateral pool composition. Where the hard asset(s) collateralizing the structured product include a 
љŊƖĲĲŰњШŸƖШљƚƨƚƣċŔŰċĤũĲњШċƣƣƖŔĤƨƣĲШыƚƨĦőШċƚЯШŉŸƖШĲǂċůƓũĲШċШxEE?ШÂũċƣŔŰƨůШĦĲƖƣŔŉŔĲĬШŸŉŉŔĦĲШĤƨŔũĬŔŰŊьЯШ[fƚШ
could also incorporate guidance, as applicable, from the method on Use of Proceed Accounting 
(subchapter 5.7) and the supplemental guidance on Financed Avoided Emissions and Forward-looking 
Metrics. 

 

Where deal structures allow for a changing collateral pool, the composition of the pool at the time of 
reporting should be reflected in financed emissions, using the latest available data on pool composition 
available at the time of reporting. Emissions attribution showing the drivers of change over the reporting 
period could be used to help explain changes in financed emissions due to changes in the collateral pool 
composition. More information on different types of structures and structural features is provided in the 
ћÉƣƖƨĦƣƨƖċũШĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШƚĲĦƣŔŸŰЮ 

 

FIs shall  account for and disclose financed emissions from structured products as outlined in this 
methodology. Given the breadth of the asset class, FIs can deploy a phased implementation, starting with 
sectors or regions where underlying data is more readily available or able to be estimated, for example 
RMBS, CMBS, CLOs, and auto ABS in certain areas. FIs shall  similarly include private asset-backed 
securities. Originators are strongly encouraged to report emissions from the underlying hard assets in 
structured product pools given their access to underwriting information. Investors should  use emission 
data from originators or estimate such emissions when not available. FIs should  calculate and disclose 
both financed and facilitated emissions of all structured products held at the time of reporting, noting that 
ƣőĲШƓŸŔŰƣШŔŰШƣŔůĲШƽŸƨũĬШĬĲƓĲŰĬШŸŰШƣőĲШĬĲċũШƖĲƓŸƖƣŔŰŊШĦǃĦũĲШċŰĬШƣőĲШ[fќƚШƖĲƓŸƖƣŔŰŊШĦǃĦũĲЮ  

 
LIMITATIONS  

Results depend on data quality   
Many assumptions must be made to calculate the emissions of hard assets if emissions are not reported. 
Even though the calculation method does not differ greatly, different data sources can yield different 
resultsуfor instance, when average energy consumption data is replaced by actual consumption data 
from utility companies. If deals are repackaged (e.g. a structured product deal invests in the bonds of a 
securitization), data sourcing and estimation might be further complicated. For existing deals which do not 
already provide for emissions tracking and reporting, it is unlikely that such information would be provided 
under the terms of the bonds. FIs should always report on any data assumptions made and external data 
sources used in estimating emissions. For transactions where underlying data is not available, FIs are 
encouraged to disclose the challenges they face as well as their approach to future disclosures. 

 

Country -specific assumptions   
Some country-specific adjustments will need to be made to make the calculation applicable depending on 
the data availability and standards in each country. For example, the variations across countries in their 
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systems of categorizing the energy efficiency of real estate properties require a tailored approach for 
optimal accuracy in calculations (EPC A in the United Kingdom is not the same as EPC A, or EPC A++++ 
across some European countries). In the U.S., there are privacy concerns which may limit access to 
residential data at the loan level, but pool level stratified data (geography and property type) are available 
and can be used to estimate emissions calculations. 

 

DOUBLE COUNTING  

Double counting, which occurs when GHG emissions are counted within the financed emissions 
calculation of one or more institutions, should be avoided as much possible. However, double counting 
will occur across the different scopes of emissions from loans and investments when a financial institution 
invests in, or finances, stakeholders that are in the same value chain. In this sense, the PCAF standard 
does not represent a system-wide or global view of total emissions but rather measures the carbon 
footprint of the loans and investments held on the balance sheet of each financial institution in the value 
chain. This form of double counting cannot be avoided, but it can be made more transparent by reporting 
the scope 1 and 2 emissions of loans and investments separately from their scope 3 emissions. 

 

The securitization of different asset classes may result in the transfer of credit risk exposures from 
originators to investors. The structuring of these products potentially causes double counting of financed 
emissions in different areas e.g. through associating the same emissions with originators, issuers, 
investors, arrangers, etc.  

 

The treatment of GHG emissions follows the accounting treatment that applies to the securitization 
transaction (such as US GAAP or IFRS). Under US GAAP, the treatment of securitized loans on the balance 
sheet of the loan originator depends on whether the securitization meets the criteria for derecognition. If 
the securitization transaction qualifies for derecognition, the loans are removed from the balance sheet of 
the loan originator. 

 

IFRS requires an assessment of whether the transferor has transferred substantially all the risks and 
rewards of ownership. If the transferor retains the risks and rewards, the asset is not fully derecognized and 
the originator will continue to report the securitized assets on balance sheet and account for the GHG 
emissions accordingly. Investors will also be required to account for the emissions attributed to the bond 
holding reported on their balance sheet. For avoidance of doubt, there are no financed emissions 
ċƣƣƖŔĤƨƣĲĬШƣŸШƣőĲШÉÂéќƚШƚĦŸƓĲШΝШŸƖШΞШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰШƚƣƖƨĦƣƨƖĲƚШŊŔƻĲŰШƣőĲШŰċƣƨƖĲШŸŉШƣőĲШÉÂéШт financed 
emissions reflect the collateral securing the issued bond tranches. 

 

Double counting in relation to the holders of listed equity and corporate bonds of an originator should not 
ŸĦĦƨƖШŔŉШĤŸƣőШƣőĲШƚĲĦƨƖŔƣŔǍĲĬШċƚƚĲƣƚШċŰĬШċƚƚŸĦŔċƣĲĬШƚĲĦƨƖŔƣŔǍċƣŔŸŰШũŔċĤŔũŔƣŔĲƚШċƖĲШŔŰĦũƨĬĲĬШŸŰШƣőĲШŸƖŔŊŔŰċƣŸƖќƚШ
balance sheet. For a visual example, see Figure 5.8-7. In this case, the securitization debt in the EVIC 
denominator serves to reduce the volume of emissions allocated to equity and corporate debt as these 
ŉŸƖůШƓċƖƣШŸŉШƣőĲШŸƖŔŊŔŰċƣŸƖќƚШŸƻĲƖċũũШŸŰ-balance sheet emissions. If the emission intensity of the securitized 
ċƚƚĲƣƚШŔƚШĬŔŉŉĲƖĲŰƣШŉƖŸůШƣőĲШƽĲŔŊőƣĲĬШċƻĲƖċŊĲШċƚƚĲƣШĲůŔƚƚŔŸŰƚШŔŰƣĲŰƚŔƣǃШŸŰШƣőĲШŸƖŔŊŔŰċƣŸƖќƚШĤċũċŰĦĲШƚőĲĲƣЯШ
this may result in a small difference in the calculation of the carbon intensity of the listed equity and 
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corporate bond per GHG accounting. Examples of accounting for a specific use of proceeds instrument 
(e.g. a securitization) and adjustments are provided in the subchapter on Use of Proceeds Structures. 

 

Figure 5.8-7. If the assets are already on the corporate balance sheet, are we double counting by also 
allocating emissions to securitization tranches?  

 
 

ÑŸШƚƨƓƓŸƖƣШƣőĲШŊƨŔĬŔŰŊШƓƖŔŰĦŔƓũĲШƣőċƣШĬŸƨĤũĲШĦŸƨŰƣŔŰŊШƚőŸƨũĬШŰŸƣШċƖŔƚĲШƽŔƣőŔŰШƚƣƖƨĦƣƨƖĲƚЯШƣőĲШћÉƣƖƨĦƣƨƖċũШ
ĦŸŰƚŔĬĲƖċƣŔŸŰƚШŔŰШƚĲĦƨƖŔƣŔǍċƣŔŸŰƚШċŰĬШƚƣƖƨĦƣƨƖĲĬШƓƖŸĬƨĦƣƚќШƚĲĦƣŔŸŰ gives guidance on the appropriate 
treatment for various structural nuances where questions on double counting could otherwise arise, such 
as where a tranche is split into interest only (IO) and principal only (PO) strips or under a repurchase 
agreement on a structured product. 

 

STRUCTURAL CONSIDERATIONS IN SECURITIZATIONS AND STRUCTURED 
PRODUCTS 

Different types of structures  
The standards for structured products started from considering a simple (but very common) structure 
whereby financial assets, backed by hard collateral, are sold to an SPV which issues structured notes. This 
may or may not result in the removal of those assets from the balance sheet. However, in line with the 
љŉŸũũŸƽШƣőĲШůŸŰĲǃњШċƓƓƖŸċĦőЯШƣőŔƚШŔƚШŰŸƣШƖĲũĲƻċŰƣШŉŸƖШƣőĲШċũũŸĦċƣŔŸŰШŸŉШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚШƣŸШƣőĲШƚƣƖƨĦƣƨƖĲĬШ
notes.  

 

That said, there are many other ways of creating structured products; whilst the principles remain the 
same, guidance on some of the more common alternative structures is given in the table below. This 
guidance should be reviewed alongside the collateral type descriptions in Table 5.8-4. to identify in-scope 
transactions.  
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Table 5.8-4. Common alternative structures and their treatments  

Structure type  Description   Treatment  
Static vs. revolving 
pool  

Static : with very limited 
exceptions, no assets are removed 
ŸƖШċĬĬĲĬШƣŸШƣőĲШƣƖċŰƚċĦƣŔŸŰќƚШ
collateral pool other than through 
repayment and redemption of the 
loan 
 
Revolving: subject to eligibility 
criteria, new assets may be 
purchased into the collateral pool, 
typically using the principal 
redemption receipts from assets 
already in the pool instead of using 
them to repay ABS notes  

These should both follow the stated methodology, in 
each case using the most recently updated details of 
the collateral pool at the point of emissions 
accounting.  

Significant risk 
transfer / credit 
risk transfer   

Transactions designed to move 
ċƚƚĲƣШƖŔƚťШŸŉŉШĤċŰťƚќШĤċũċŰĦĲШ
sheets to reduce capital 
requirements  

This should follow the stated methodology. Both 
funded and unfunded tranches count as tranches 
under the methodology and emissions should be 
allocated to a tranche with reference to the proportion 
of the collateral pool to which it has credit exposure.  

Synthetic 
transaction   

Transaction where credit risk 
transfer is achieved through a 
credit default swap referencing the 
asset pool and with no sale of 
assets taking place  

This should follow the stated methodology. The on- or 
off- balance sheet treatment of the assets by the seller 
is not relevant for the allocation of emissions to the 
securitization. 

Warehouse  Funding trade whereby a 
committed facility amount is 
utilized over time to fund a growing 
portfolio. Typically structured with 
a senior commitment and a junior 
(and possibly mezzanine) tranche.  

This structure should follow the principles of the 
methodology. The total emissions of the asset pool at 
the point in time should be allocated to the drawn 
amounts of the various tranches (senior loan/facility, 
any mezzanine participation and the junior exposure) 
that are used to fund the loan origination.  

Repurchase 
agreement (and 
master 
repurchase 
agreements)  

Borrowing agreement to sell 
securities and repurchase them at 
a higher price on a later date  

These sit under the separate derivative guidance when 
it becomes available.  
 
If Party A holds a securitization position and enters 
into a repo trade on the security with Party B: Party A 
should account for the financed emissions allocated 
to that securitization but not Party B (to avoid double 
counting).  

Master trust   A securitization which issues 
multiple series of securities, 
backed by a pool of assets held on 
trust, whereby each series has an 
ŔŰƣĲƖĲƚƣШŸƻĲƖШƣőĲШƣƖƨƚƣќƚШĲŰƣŔƖĲШċƚƚĲƣШ
pool. In addition to the different 
series of securities there is typically 
ċũƚŸШċШљƚĲũũĲƖШƚőċƖĲњШыŸŉƣĲŰШƨƚĲĬШċƚШ

Revolving Portfolio: financial assets amortize over 
time (loans) and issuance of new securities typically 
requires an addition of further assets to the trust (or a 
reduction in the seller share)  
 
This should follow the stated methodology, with the 
seller share treated as a tranche for the purpose of 
allocating the financed emissions of the pool.  
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regulatory risk retention) which is 
held by the seller/sponsor and 
which represents a retained 
interest in the asset pool.  
 
Two separate approaches to 
emissions allocation are laid out 
for different asset scenarios  

Appreciating Assets: value of underlying hard assets 
increases over time (e.g. commercial property) and 
new securities can be issued by creating an additional 
loan within the structure against the existing hard 
assets. This re-levers the transaction based on an 
updated valuation of the existing hard assets. A 
master trust with a structure that can be re-levered 
should treat each new issuance as a refinancing of the 
entire structure.  
 
PCAF guidance for mortgages is to use the property 
value at loan origination and, where that is not 
feasible, the latest available property value and fixing 
this value for the following years of GHG accounting 
(for a consistent denominator). The guidance also 
recognizes that if a loan on a property is refinanced, 
there will be a new loan, likely backed by an updated 
valuation, with emissions attributed to the new 
lender.  
After the new issue (the structure refinancing), the 
total value of the hard assets used in the collateral 
attribution factor should reflect the latest hard asset 
valuation(s) and all tranches (pre-existing securities 
PLUS newly issued securities PLUS seller share) 
should be included in tranche attribution factor 
calculations. This will likely result in the emissions 
intensity of an existing tranche reducing at the point of 
a new issuance: see worked example.  

Re-REMIC (and 
other re-
securitizations)  

Re-REMICs (re-securitization of 
Real Estate Mortgage Investment 
Conduit) and other re-
securitizations have, instead of the 
loans outlined above, a securitized 
tranche or tranches in the deal 
collateral pool 

This structure should follow the principles of the 
methodology.  

 

The total emissions of the re-securitization collateral 
pool should be calculated by  

i) decomposing the collateral pool into its 
underlying structured products,  

ii) applying this methodology to each of those 
structured products to calculate the 
emissions of the tranche included in the re-
securitization collateral pool, 

iii) aggregating emissions of all collateral pool 
exposures to reach a total emissions value 
for the re-securitization collateral pool, and 

iv) applying this methodology to allocate 
collateral emissions to the tranches of the 
re-securitization 

TBAs A To-Be-Announced (TBA) is a 
forward-settling contract to 
purchase an MBS which is entered 

Until the point that the investor takes delivery of the 
underlying MBS (all the time they roll the TBA), this is 
out of scope of this methodology; it may sit under the 
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into before the details of the 
underlying pool are known. 

separate derivative guidance when it becomes 
available. 

 
If the investor settles the TBA and receives an MBS, 
this methodology will then apply. 

Private 
Transactions 

Transactions with no broad 
marketing and placed with a 
limited set of investors (maybe bi-
laterally agreed) 

This should follow the stated methodology. Similar 
pool-level information is likely to have been provided 
to the investor as with a public transaction for them to 
complete their investment analysis; and hard asset 
exposure sits within the investment in the same way 
as in a more broadly distributed transaction. 

 

Figure 5.8-8. Master trust: appreciating assets т worked example 

 
 

Different types of exposures within structures  
In a simple transaction structure, the total original nominal amount of the structured bonds is equal to the 
sum of the closing loan amounts in the pool. Allocating emissions across these tranches is 
straightforward, following the methodology above, and does not generate any double counting. However, 
there are numerous additional ways of having exposure to securitization and the table below seeks to give 
guidance on how these should be treated for allocation of financed emissions purposes.  
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Table 5.8-5. Alternative exposure types and their treatment for allocation of financed emissions  

Exposure type  Description   Treatment  

Interest only / principal 
only tranches  

Most bonds combine a 
contractual interest payment 
(linked to the outstanding bond 
amount) and a right to principal 
repayment. These cashflows can 
be split into two independent 
streams to create two different 
securities: an interest-only/IO 
strip and a principal-only/PO 
strip. The contractual payments 
on the IO are based on the 
outstanding balance of the PO.  

Under the methodology, calculating emissions for 
the combined security is straightforward. It is 
logical then for an IO/PO structure to allocate the 
emissions for the combined security to the two 
strips throughout the life of the relevant tranche. To 
ensure consistent measure over time, not impacted 
by extraneous market movements, the IO/PO 
attribution is based on the relative values of the two 
strips at deal close:  

 

IO tranche FE = Financed Emissionswhole tranche x 
"Total IO Issuance Proceeds" /"Total IO + PO 
Issuance Proceeds"  

If Issuance Proceeds are not an available data 
ƓŸŔŰƣЯШ[fќƚШƚőŸƨũĬШƨƚĲШƣőĲШ[ċŔƖШéċũƨĲЯШŸƖЯШŔŉШŰŸƣШ
available, another appropriate structural split data 
point, in each case from the issuance 
documentation. 

 

Note: the treatment outlined above is relevant only 
for split tranches where payments on the IO 
reference the PO, Other IO structures, which are 
ŰŸƣШũŔŰťĲĬШƣŸШċШÂ§ШŰŸƣĲЯШċƖĲШĦŸƻĲƖĲĬШƨŰĬĲƖШљñ-notes 
(senior & subordinated), excess spread and 
residuals" within this table. 

Reserve funds  A cash amount either funded at 
closing of the transaction or 
trapped from excess funds (or a 
combination) to provide credit 
and liquidity support to the 
transaction  

Out of scope of this methodology. It may be 
considered that provision of the funds is necessary 
to cover certain risks specific to the transaction 
(e.g., risk of set off or liquidity shortfalls), in which 
case this could be covered in an evolution of the 
Facilitated Emissions standards.  

Liquidity 
facilities/funds   

Either a contractual facility 
commitment or a fund (funded at 
closing of through trapped funds) 
to provide additional liquidity to 
the transaction  

Out of scope of this methodology. It may be 
considered that provision of the facility/funds is 
necessary for the transaction to occur, in which 
case this could be covered in an evolution of the 
Facilitated Emissions standards.  

Hedging instruments  Swaps, caps and other derivative 
instruments entered into by the 
securitization issuer to hedge its 
exposure to foreign currency 
exchange rates and or interest 
rates  

Out of scope of this methodology. Likely covered in 
an evolution of the Facilitated Emissions 
standards.  
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Over-collateralization   The nominal value of loan 
collateral within the pool that is 
additional to the nominal value of 
the issued notes (i.e. not needed 
to repay notes if there are no 
losses in the pool)  

 

For the avoidance of doubt: this 
section applies only to over-
collateralization in the form of 
additional loan collateral (with 
associated emissions) т not to 
cash or cash-like assets.  

To avoid over-allocating emissions to notes (i.e. 
from the loans they have financed plus those of the 
overcollateralization) the overcollateralization 
ƚőŸƨũĬШŊĲŰĲƖċũũǃШĤĲШƚĲĲŰШċƚШċШљƻŔƖƣƨċũњШƣƖċŰĦőĲШŸŉШ
the transaction for the purposes of this 
methodology. When calculating the attribution 
factor, the current outstanding loan amount of the 
overcollateralization (Loan COA of the total pool 
MINUS the COA (nominal) of the other tranches) 
should be used as the COA (nominal) of the 
overcollateralization tranche.  

 

In some structures, the financing for 
overcollateralization, e.g. sub-loan principal, is 
repaid from revenue funds and therefore amortizes 
faster than the assets that form the 
overcollateralization. By designating the tranche 
value of the overcollateralization as being the 
current loan value of the overcollateralization 
(rather than the current nominal value of the sub-
loan), the other tranches are not over-allocated 
emissions. This could create a situation where 
overcollateralization emissions are allocated to a 
sub-loan that has repaid т but there should in this 
case be an exposure held somewhere (assumed to 
be with the sub-loan lender) which represents rights 
to those assets.  

 

For structures where a junior or equity tranche (e.g. 
CLOs) would benefit from the proceeds of 
overcollateralization, the COA (nominal) of the 
relevant tranche should be calculated, and 
allocated emissions, as outlined in the first sub-
paragraph above. 

Subordinated loans  Loans provided to the 
securitization issuer which can 
have varied use of proceeds e.g. 
funding reserve or liquidity funds, 
paying upfront transaction costs, 
purchasing overcollateralization  

The purpose of a subordinated loan should be 
considered when deciding whether or how to 
allocate financed emissions. E.g. if 60% of the sub-
loan is used to fund overcollateralization (in-scope) 
and 40% to fund a reserve fund then the emissions 
from the overcollateralization are allocated to the 
sub-loan holder and the reserve fund is out of 
scope.  

X-notes (senior & 
subordinated), excess 
spread and residuals  

Notes or certificates representing 
rights, or simply rights, to excess 
cashflows (i.e. not contractually 
linked to the value of any note as 

Out of scope of this methodology.  

Note: if a residual exposure includes exposure to 
principal receipts e.g. through funding over-
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an IO would be), rights to 
repurchase the pool etc.  

collateralization, this should follow the approach 
for over-collateralization as outlined above.  

Risk retention Many regulatory frameworks 
governing securitization require 
nominated party(ies) to a 
ƣƖċŰƚċĦƣŔŸŰЯШљÅĲƣĲŰƣŔŸŰШ
cŸũĬĲƖыƚьњШыƣǃƓŔĦċũũǃШũŸċŰШ
originators or transaction 
sponsors), to have an alignment 
ŸŉШŔŰƣĲƖĲƚƣШƽŔƣőШŔŰƻĲƚƣŸƖƚЯШŸƖШљƚťŔŰШ
ŔŰШƣőĲШŊċůĲњЮШÑőŔƚШŔƚШċchieved 
through regulatory risk retention, 
which may be structured as an 
obligation to retain: an amount of 
loans that would otherwise have 
been securitized, participation in 
each of the loans that are 
securitized, or a proportion of the 
bonds issued. 

Risk retention as loan portfolios or loan 
participations held on balance sheet : emissions 
should be calculated as financed emissions in line 
with PCAF Part A. 

 

Risk retention as issued bonds held on balance 
sheet: emissions calculations should follow the 
stated methodology for securitized products. 

Risk retention as issued bonds subject to a 
financing structure : whereby financing is provided 
for the retained bonds т often in the form of a 
repurchase agreement т with the economic risk of 
the bonds remaining with the Retention Holder. 

 

In all cases, the Retention Holder should continue 
to account for emissions associated with the 
retained bonds in line with the stated methodology 
for structured products. 

 

This is in line with the guidance on repurchase 
agreements above; the repo counterparty does not 
need to account for the emissions. This is also 
consistent with the guidance for SRT, where full 
transfer of economic risk results in transfer of 
financed emissions.  

 

In situations where a repo counterparty sells the 
risk retention bonds into the market, the purchaser 
of those bonds will also account for the financed 
emissions of their holding in accordance with this 
methodology. This will result in double counting of 
the emissions relevant to the risk retention bonds 
being accounted for by both the Retention Holder 
and the subsequent bond purchaser. However, as 
with other areas of overlap, this double counting is 
acknowledged, and not inconsistent with the 
general approach to scope 3 emissions. 

 

Principle loss and default  
Principle deficiency ledgers and write-downs 
fŰШċШљƓĲƖŉĲĦƣШƽŸƖũĬњШċƚШċƚƚĲƣƚШŔŰШċШƚĲĦƨƖŔƣŔǍċƣŔŸŰШƖĲƓċǃЯШƣőĲШƣƖċŰĦőĲƚШċƖĲШƖĲƓċŔĬШĤǃШċŰШĲƕƨŔƻċũĲŰƣШċůŸƨŰƣШ
and when all the assets have repaid, all the tranches are repaid too. At all times there is a balance between 
the assets and the tranches that funded them. When losses are crystalized on the assets and there is no 
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principal cash to pay down the tranches to maintain the balance, this can be dealt with using a principal 
deficiency ledger (PDL) or principal write-downs. 

 

Using a PDL, losses are recorded on a principal deficiency ledger (first to the most junior tranche and then 
reverse-sequentially). Any excess revenue funds are allocated to clear the PDLs and diverted to principal 
funds to pay down the tranches. Typically used in transactions with granular assets pools that generate 
excess spread (e.g. mortgages, consumer loans). The nominal value of the tranche does not change but, if 
insufficient excess revenue is available to clear the PDL by the end of the deal, the tranche will be repaid in 
an amount equal to the nominal value less the PDL.  

 

Other transactions (often where there is no excess spread or where exposures are so concentrated that a 
loss is unlikely to be made good e.g. with commercial real estate) may contain a principal write-down 
mechanism.  

 

This is a loss being recorded against the tranche and the mechanics can work in a few ways:  

1. Principal write-down is recorded against the tranche (shown in investor reports) and loss, once 
recognized, will not be recovered. Tranche will be repaid in an amount equal to the nominal value 
less the principal write-downs.  

2. Principal write-ĬŸƽŰШŔƚШƖĲĦŸƖĬĲĬШĤǃШċШƖĲĬƨĦƣŔŸŰШŔŰШƣőĲШĤŸŰĬќƚШŉċĦƣŸƖШыƽŔƣőШŰŸШċƚƚŸĦŔċƣĲĬШƓċǃůĲŰƣьШ
and loss, once recognized, will not be recovered. Tranche will be repaid in an amount equal to the 
nominal value (which, because of the factor reduction, incorporates write downs). 

3. Principal write-down is recorded against the tranche (shown in investor reports) but may be 
recovered over time. Tranche will be repaid in an amount equal to the nominal value less the 
principal write-down net of any recoveries. 

4. Principal write-ĬŸƽŰШŔƚШƖĲĦŸƖĬĲĬШĤǃШċШƖĲĬƨĦƣŔŸŰШŔŰШƣőĲШĤŸŰĬќƚШŉċĦƣŸƖШыƽŔƣőШŰŸШċƚƚŸĦŔċƣĲĬШƓċǃůĲŰƣьШ
ċŰĬШċŰǃШċũũŸĦċƣĲĬШƖĲĦŸƻĲƖŔĲƚШƽŔũũШĤĲШƨƚĲĬШƣŸШŔŰĦƖĲċƚĲШƣőĲШĤŸŰĬќƚШŉċĦƣŸƖШыċŊċŔŰШƽŔƣőШŰŸШċƚƚŸĦŔċƣĲĬШ
payment). Tranche will be repaid in an amount equal to the nominal value (which, because of the 
factor amendments incorporates the write down). 

 

Ideally, COA (Nominal) used in any attribution calculations should be net of losses allocated to the 
tranche. This ensures that the emissions of the remaining assets are allocated across the correct nominal 
value of tranches and avoids the emissions intensity reducing. Since it will be excess spread (rather than 
any repayment of principal used to finance the hard assets) that is used to make up allocated losses, these 
allocated loss amounts are not financing hard assets and should not be allocated emissions. 

 

However, PDLs or principal write-downs not recorded via factor changes may be difficult to obtain 
systematically and in the absence of this, use of the COA (nominal) unadjusted for any loss allocations is 
acceptable. Additionally, some transactions apply amounts to PDLs prior to crystallization of loss such 
that they act as a type of provisioning mechanism. In these cases, where loans/assets have not been 
removed from the pool but the tranche has been written down (via the PDL), the COA (nominal), 
unadjusted for any loss allocations, should also be used. 
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Figure 5.8-9. Principal deficiency ledgers and write-downs т worked example  

 
 
Defaults  
fŰШƣőĲШĲƻĲŰƣШŸŉШċШũŸċŰШĬĲŉċƨũƣЯШ[fƚШƚőċũũШƨƚĲШƣőĲШũŸċŰќƚШ9§ ШċŰĬШƣőĲШċƚƚĲƣШƻċũƨĲШċƣШŸƖŔŊŔŰċƣŔŸŰШыƚƨĤŢĲĦƣШƣŸШ
data availability as noted above) to calculate emissions until the loan/asset is removed from the collateral 
pool.  

¶ At the point where the asset is sold, the emissions will transfer to the new owner and the loan is 
repaid/written off.  

¶ If, as part of a foreclosure process, the legal ownership of the hard asset is transferred to the SPV 
ƓƖŔŸƖШƣŸШĲƻĲŰƣƨċũШũŔƕƨŔĬċƣŔŸŰЯШĲůŔƚƚŔŸŰƚШƚőŸƨũĬШĤĲШĦċũĦƨũċƣĲĬШƨƚŔŰŊШƣőĲШũŸċŰќƚШ9§ ШыċƚШċƣШĬĲŉċƨũƣШŔŉШŰŸШ
longer updated) and the hard asset emissions should still count as financed emissions, and not 
scope 1 or 2 emissions of the SPV. 

¶ Regardless of whether the asset is sold at a discount, or premium, FIs will use asset value at 
origination, and not any updated valuation, to calculate emissions, consistent with this methodology.  

¶ fŉШƣőĲШũŸċŰШĬĲŉċƨũƣƚШċŉƣĲƖШƓċƖƣŔċũШƓċǃĬŸƽŰЯШĲůŔƚƚŔŸŰƚШċƖĲШƚƣŔũũШĦċũĦƨũċƣĲĬШƨƚŔŰŊШƣőĲШũŸċŰќƚШ9§ ШċŰĬШƣőĲШ
asset value at origination.  
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Sovereign debt 
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5.9 Sovereign debt 
 

ASSET CLASS DEFINITION  

This asset class includes sovereign bonds and sovereign loans of all maturities issued by a national 
government in domestic or foreign currencies. Both sovereign loans and bonds lead to the transfer of funds 
to the country, which in turn creates a debt obligation to be repaid by the borrowing country.  

 

Sovereign debt is typically issued by the central government or treasury. In some countries, central banks 
issue debt on behalf of the sovereign. In those cases, exposure to central banks is in scope of this asset 
class and should be assigned the emissions of the respective sovereign.  

 

It is challenging to extend this methodology to sub-sovereign and municipal counterparties due to very 
limited data availability and because these counterparties are not directly subject to international GHG 
emissions inventory standards (e.g., by the United Nations Framework Convention on Climate Change 
[UNFCCC]). Therefore, these counterparties are not explicitly part of this asset class. The methodology and 
guidance to calculate financed emissions from sub-sovereign debt are covered in the Sub-sovereign Debt 
chapter (subchapter 5.10) 

 

In terms of covering supranationals т their balance sheets represent the aggregated balance sheets of their 
members. Technically, it is possible to aggregate the GHG emissions of supranationals as a sum of the 
emissions of their members. PCAF does not require the reporting of emissions of supranationals. However, 
the aggregated view can be useful for engagement with respective bodies. 

 

EMISSION SCOPES COVERED  

[ŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШƚőċũũШƖĲƓŸƖƣШƚŸƻĲƖĲŔŊŰШĤŸƖƖŸƽĲƖƚќШċĤƚŸũƨƣĲШƚĦŸƓĲШΝШċŰĬШƚőŸƨũĬШƖĲƓŸƖƣШƚĦŸƓĲШΞШċŰĬШΟШ
in line with the proposed scope definitions below. 

 

Scope definition:  
ÑőĲШ]c]ШÂƖŸƣŸĦŸũќƚШĬĲŉŔŰŔƣŔŸŰШŸŉШƚĦŸƓĲШΝЯШΞЯШċŰĬШΟШĲůŔƚƚŔŸŰƚШƽċƚШŔŰŔƣŔċũũǃШĬĲƻĲũŸƓĲĬШŉŸƖШƣőĲШĦũċƚƚŔŉŔĦċƣŔŸŰШ
of corporate emissions. Next to corporate emissions, the GHG Protocol also published a Global Protocol 
for Community-Scale Greenhouse Gas Inventories (i.e. an Accounting and Reporting Standard for 

Cities)175, which translated the scope definitions to cities. PCAF has attempted to mirror this approach for 

sovereign debt.  

 

The table below represents the PCAF scope definition for sovereign debt.  

 

 

 

 
175 Global Protocol for Community-Scale Greenhouse Gas Emission Inventories, GHG Protocol, 2014 (revised edition in 2021), 
https://ghgprotocol.org/greenhouse-gas-protocol-accounting-reporting-standard-cities 
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Table 5.9-1. PCAF scope definition for Sovereign Debt 

Scope 1 Scope 2 Scope 3 

Domestic GHG emissions from 
ƚŸƨƖĦĲƚШũŸĦċƣĲĬШƽŔƣőŔŰШƣőĲШĦŸƨŰƣƖǃќƚШ
territory  
 
This aligns with the UNFCCC 
definition of domestic territorial 
emissions, including emissions from 
exported goods and services 

GHG emissions occurring as a 
consequence of the domestic use of 
grid-supplied electricity, heat, steam 
and/or cooling which is imported 
from another territory 

Emissions attributable to non-
energy imports as a result of 
activities taking place within the 
country territory 

 
Under this approach, a sovereign is seen primarily as a national territory, and its direct (scope 1) GHG 
emissions are attributable to emissions generated within its boundaries. Similar to emissions classification 
of cities, scope 2 emissions are attributable to the purchase, in this case import, of electricity, steam, heat 
and cooling from outside the country territory. Finally, scope 3 emissions are related to all other (non-
ĲŰĲƖŊǃьШŔůƓŸƖƣƚШŉƖŸůШŊŸŸĬƚШŸƖШƚĲƖƻŔĦĲƚШŉƖŸůШŸƨƣƚŔĬĲШƣőĲШĦŸƨŰƣƖǃќƚШƣĲƖƖŔƣŸƖǃЮШ 

 

ÑőĲШĦũċƚƚŔŉŔĦċƣŔŸŰШċũũŸƽƚШƣŸШċĦĦŸƨŰƣШŉŸƖШċШőŸũŔƚƣŔĦШƻŔĲƽШŸŉШċШƚŸƻĲƖĲŔŊŰќƚШƖĲƚƓŸŰƚŔĤŔũŔƣǃШŔŰШŊĲŰĲƖċƣŔŰŊШ
emissions within and outside its boundaries. In particular, the approach allows to account for:  

¶ Production emissions as defined by UNFCCC national emissions inventory (scope 1)  

¶ cŸũŔƚƣŔĦШƻŔĲƽШŸŉШċШƚŸƻĲƖĲŔŊŰќƚШĲůŔƚƚŔŸŰƚШċĦƣŔƻŔƣǃШыƚĦŸƓĲШΝШҼШΞШҼШΟьШċƚШƖĲƕƨĲƚƣĲĬШĤǃШƣőĲШEÖШÉƨƚƣċŔŰċĤũĲШ
Finance Disclosure Regulation (SFDR) 

 
Our scope 1 definition aligns with the definition of production emissions. Production emissions  are 
emissions attributable to goods and services produced domestically and include domestic consumption 
and exports. This definition follows the territorial emissions approach adopted by UNFCCC for annual 
national inventories and is typically referenced by sovereigns in their Nationally Determined Contributions 
(NDCs). 

 

In line with UNFCCC, the emissions should cover GHG emissions from specified key sectors and 
categories (energy, industrial processes and product use, agriculture, forestry, other land use, and 

waste).176 However, there is a divergence of views among emissions data providers and climate experts 

regarding the accounting of land use, land-use change, and forestry (LULUCF) emissions given significant 
data uncertainty. Also, LULUCF emissions have the potential to distort the overall trends of the key sectors 
(energy, industrial processes) that contribute to global warming. 

 

As countries treat LULUCF emissions differently in their mitigation targets and investors might have 
diverging views on the potentially offsetting role of land-use and forestry emissions, financial institutions 
shall report scope 1 emissions including and excluding LULUCF. 

 
 

 
176 Quality assurance/Quality control and verification, IPCC Guidelines for National Greenhouse Gas Inventories, 2006. https://www.ipcc-
nggip.iges.or.jp/public/2006gl/pdf/1_Volume1/V1_6_Ch6_QA_QC.pdf 
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Table 5.9-2. Example of Country Production Emissions including and excluding LULUCF 

Country Production Emissions incl. LULUCF 
(ktCO2e, 2018) 

Production Emissions excl. 
LULUCF (ktCO2e, 2018) 

Netherlands  191,029.65 186,394.47 

Canada 736,886.99 728,475.89 

Finland 48.071,9 56,281.8 

Austria 73,500.8 78,627.6 

Source: https://di.unfccc.int/ghg_profile_annex1 

 

Although Production Emissions is currently frequently the key metric to account for sovereign GHG 
emissions, PCAF also recommends that financial institutions track the GHG emissions of countries more 
holistically and report Consumption Emissions as described above.  

 

Consumption Emissions  reflect the demand side of sovereign emissions and account for consumption 
ƓċƣƣĲƖŰƚШċŰĬШƣƖċĬĲШĲŉŉĲĦƣƚЮШÑőŔƚШůĲƣƖŔĦШƓƖŸƻŔĬĲƚШċШĤƖŸċĬĲƖШƻŔĲƽШŸŉШċШƚŸƻĲƖĲŔŊŰќƚШ]c]ШĲůŔƚƚŔŸŰƚШċŰĬШƣċĦťũĲƚШ
the issue of carbon leakage that arises due to production shifts from countries where goods and services 
are consumed later. It is also an important metric in the context of broader sovereign responsibility for 
emissions caused. As sovereigns focus on production emissions GHG reduction targets, their 
consumption emissions might follow a different trend, which can be seen in the example below:177  

 

To move from production-based to consumption-based accounting, the emissions related to export 
should be subtracted, while emissions related to imports are added: 

 

ὅέὲίόάὴὸὭέὲ ὩάὭίίὭέὲίὖὶέὨόὧὸὭέὲ ὩάὭίίὭέὲίὉὼὴέὶὸὩὨ ὩάὭίίὭέὲίὍάὴέὶὸὩὨ ὩάὭίίὭέὲί 

 

So according to our scope definition, this would be: 

 

ὅέὲίόάὴὸὭέὲ ὩάὭίίὭέὲίίὧέὴὩ ρ ς σ ὉὼὴέὶὸὩὨ ὩάὭίίὭέὲί 

 

 
177 9 Production vs. consumption-based CO2 emissions, Switzerland, Our World in Data, 2021. https://ourworldindata.org/grapher/production-vs-
consumption-co2-emissions?country=~CHE 

https://di.unfccc.int/ghg_profile_annex1
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Although consumption emissions are currently not included in the UNFCCC Paris Agreement Framework 
ċŰĬШŔŰƻĲŰƣŸƖǃЯШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰƚШĦċŰШƨƚĲШƣőŔƚШůĲƣƖŔĦШŉŸƖШċШůŸƖĲШőŸũŔƚƣŔĦШċƚƚĲƚƚůĲŰƣШŸŉШċШƚŸƻĲƖĲŔŊŰќƚШ
GHG emissions and for engagement with sovereigns. They can also use this metric for potential collective 
ĲŰŊċŊĲůĲŰƣШƽŔƣőШƣőĲШÖ [999ШƣŸШĤƖŸċĬĲŰШƣőĲШƚĦŸƓĲШŸŉШĦŸƨŰƣƖŔĲƚќШċĦĦŸƨŰƣċĤŔũŔƣǃЮ 

 

Nevertheless, PCAF acknowledges that there are current limitations to the usability of this metric given the 
following:  

¶ Difficulty in accurate allocation of emissions along the supply value chain  

¶ Involvement of input output models that can vary depending on the data provider  

¶ Time lag in data availability (approximately 2 years compared with production emissions)  

¶ The fact that only CO2 emissions are typically available 

 

ATTRIBUTION OF EMISSIONS 

As a basic attribution principle, the financial institution accounts for a portion of the annual emissions of 
the financed sovereign. This portion is determined by the ratio between the outstanding exposure to 
sovereign debt, and the Purchase Power Parity (PPP)-adjusted GDP of the sovereign. This ratio is called the 
attribution factor.  

 

 



 

 
144 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

PCAF requires using the following approach for attribution of emissions for sovereign debt: 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ
ὉὼὴέίόὶὩ ὸέ ὛέὺὩὶὩὭὫὲ ὄέὲὨ ὟὛὈ

ὖὖὖȤὥὨὮόίὸὩὨ ὋὈὖ ὭὲὸὩὶὲὥὸὭέὲὥὰ ὟὛὈ
  

1. Exposure to Sovereign Debt (numerator) 

This is the actual outstanding loan or bond amount that the sovereign is obligated to repay (i.e. 
disbursed debt minus any repayments). It will be adjusted annually to reflect the correct exposure.  
 

2. PPP-adjusted GDP (denominator) 

ÑőŔƚШŔƚШċШůĲċƚƨƖĲШŸŉШċШĦŸƨŰƣƖǃќƚШĲĦŸŰŸůŔĦШŸƨƣƓƨƣШƣőċƣШċĦĦŸƨŰƣƚШŉŸƖШĬŔŉŉĲƖĲŰĦĲƚШŔŰШƓƖŔĦĲШũĲƻĲũƚШĤĲƣƽĲĲŰШ
countries. More information on the rationale for using PPP-adjusted GDP can be found in the Annex 
10.3. 

 

PCAF recognizes that the denominator used for sovereign debt is different from the typical denominators of 
other asset classes, which represent the borrowers total value (equity and debt). However, applying the 
ƚċůĲШũŸŊŔĦШƣŸШĦŸƨŰƣƖŔĲƚШŔƚШĦőċũũĲŰŊŔŰŊШĤĲĦċƨƚĲШƣőĲƖĲШŔƚШŰŸШċƓƓƖŸƓƖŔċƣĲШůĲċƚƨƖĲůĲŰƣШŸŉШċШƚŸƻĲƖĲŔŊŰќƚШ
equity, leaving only outstanding debt in the denominator of the attribution factor. In addition, using debt for 
attribution of sovereign emissions has limitations. It is inaccurate because sovereigns rarely finance 
themselves primarily with debt as opposed to tax revenue. Therefore, using outstanding national debt 
levels only (not including a measurement for equity) as the denominator for attribution makes the 
approach highly dependent on the extent of ċШĦŸƨŰƣƖǃќƚШŊŸƻĲƖŰůĲŰƣќƚШĬĲĤƣЮШMore information on the 
rationale for using PPP-adjusted GDP can be found in the Annex 10.3. 

 

EQUATIONS TO CALCULATE FINANCED EMISSIONS  

The financed emissions of sovereign debt are calculated by multiplying the attribution factor by the 
emissions of the respective sovereign borrower. 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲίὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ ὼ ὛέὺὩὶὩὭὫὲ ὩάὭίίὭέὲί 

(with s=sovereign borrower) 

  

Attribution factor: 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὖὖὖȤὥὨὮόίὸὩὨ ὋὈὖ
 ὼ ὛέὺὩὶὩὭὫὲ ὩάὭίίὭέὲί 

(with s=sovereign borrower) 

 

Emissions intensities  
fŰШƣőĲШĦŸƨƖƚĲШŸŉШƣőĲШƽŸƖťШŸŉШÂ9 [ќƚШƚŸƻĲƖĲŔŊŰШĬĲĤƣШƽŸƖťŔŰŊШŊƖŸƨƓЯШƣőĲШŉŸũũŸƽŔŰŊШŔŰƣĲŰƚŔƣǃШůĲƣƖŔĦƚШŉŸƖШ
normalization and comparison of sovereign production and consumption GHG emissions intensity, 
respectively, have been defined as follows:  

¶ For sovereign production: Production Emissions / PPP-adjusted GDP  
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¶ For consumption emission intensity: Consumption Emissions / Capita  

 

For a comparison of production emissions intensity, using a GDP metric in the denominator appears 
ƚƣƖċŔŊőƣŉŸƖƽċƖĬЯШŊŔƻĲŰШƣőĲШũŔŰťШĤĲƣƽĲĲŰШċШĦŸƨŰƣƖǃќƚШƓƖŸĬƨĦƣŔŸŰШċŰĬШŔŰĬƨƚƣƖŔċũШƓƖŸĦĲƚƚĲƚШĦċƨƚŔŰŊШĲůŔƚƚŔŸŰƚШ
ċŰĬШƣőĲШĦŸƨŰƣƖǃќƚШŸƨƣƓƨƣШы]?ÂьЮШÑőĲШÂÂÂШċĬŢƨƚƣůĲŰƣШŸf GDP allows for comparing the real sizes of the 
economies and the output by subtracting the exchange rate effect. This effect becomes relevant for 
countries with a relatively stronger exchange rate effect in particular and allows for a fairer comparison of 
the countries, as the table below illustrates (2019 data): 

 

Table 5.9-3. Example of difference between nominal and PPP-adjusted GDP 

Country Nominal GDP ($ Millions USD) PPP-ċĬŢЮШ]?ÂШыҘШ~ŔũũŔŸŰƚШfŰƣќũь 

China 14,279,937 23,487,798 

US 21,433,226 21,433,226 

India 2,868,929 9,560,220 

Japan 5,081,770 5,345,808 

Germany 3,861,124 4,644,166 

Indonesia 1,119,191 3,338,144 

France 2,715,518 3,320,559 

 
When comparing production emissions intensity, the PPP adjustment mitigates the negative effect for 
countries where production and emissions are concentrated:  

 

Table 5.9-4. Example of difference between nominal and PPP-adjusted GDP by production emissions 
intensity  

Country Absolute 
Production 

Emissions Mt 
CO2e 

Nominal GDP ($ 
Millions USD) 

PPP-adj. GDP ($ 
~ŔũũŔŸŰƚШfŰƣќũь 

(Production 
Emissions/ 

Nominal 
GDP)*1,000 

(Production 
Emissions/ 

PPP-adj. 
GDP)*1,000 

China 11,535 14,279,937 23,487,798 0.81 0.49 

US 5,107 21,433,226 21,433,226 0.24 0.24 

India 2,597 2,868,929 9,560,220 0.91 0.27 

Japan 1,154 5,081,770 5,345,808 0.23 0.22 

Germany 703 3,861,124 4,644,166 0.18 0.15 

Indonesia 626 1,119,191 3,338,144 0.56 0.19 

France 315 2,715,518 3,320,559 0.12 0.09 
Emissions source: Edgar, 2019. Intensity KPIs are multiplied by 1,000 for better visualization of the comparison. 

 

For consumption emissions, PCAF recommends using normalization per capita. Consumption emissions 
reflect the demand side of the economy, and normalization per capita appears natural. In line with the 
arguments stated above, PCAF recommends using the consumption emissions intensity as an additional 
ůĲƣƖŔĦШƣŸШŸĤƣċŔŰШċШőŸũŔƚƣŔĦШƻŔĲƽШŸŉШċШĦŸƨŰƣƖǃќƚШ]c]ШĲůŔƚƚŔŸŰƚЮШ 
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The table below illustrates that some countries tend to have higher consumption emissions than 
production emissions, but the difference is not always significant (e.g., India), implying that countries with 
notable contributions to production emissions can be equally high consumers.  

 

PCAF recommends considering both the production and consumption intensity metrics when comparing, 
monitoring, and engaging with sovereigns. 

 

Table 5.9-5. Example different intensity metrics Sovereign Debt 

Country Absolute  
Production 
Emissions  

Mt CO2e 

Absolute  
Consumption 

Emissions  
MtCO2e 

Rank by  
Production 
Emissions/  

PPP-adj. GDP 

Rank by 
Consumption 

Emissions  
per Capita 

China 11,535 8,960 1 5 

US 5,107 5,767 3 1 

India 2,597 2,355 2 7 

Japan 1,154 1,312 4 2 

Germany 703 862 6 3 

Indonesia 626 591 5 6 

France 315 442 7 4 

 

For all of the metrics, PCAF recommends that financial institutions review at least 5 years of historical data 
ŉŸƖШċШĤĲƣƣĲƖШƨŰĬĲƖƚƣċŰĬŔŰŊШŸŉШƚŸƻĲƖĲŔŊŰƚќШŸƻĲƖċũũШĲůŔƚƚŔŸŰƚШƣƖĲŰĬƚШċŰĬШƨŰĬĲƖũǃŔŰŊШƓċƣƣĲƖŰƚШыĲЮŊЮЯШƓƖŸĬƨĦƣŔŸŰШ
versus consumption). 

 

DATA REQUIRED  

Similar to other asset classes, PCAF distinguishes for sovereign debt also three options to calculate the 
financed emissions:  

¶ Option 1: reported emissions  

¶ Option 2: physical activity-based emissions  

¶ Option 3: economic activity-based emissions and proxy estimation 

 

While options 1 and 2 are based on country-specific reported emissions or primary physical activity data of 
ƣőĲШĦŸƨŰƣƖǃќƚШĲŰĲƖŊǃШĦŸŰƚƨůƓƣŔŸŰЮШ§ƓƣŔŸŰШΟШŔƚШĤċƚĲĬШŸŰШƚĲĦƣŸƖċũШƖĲƻĲŰƨĲШĬċƣċШċŰĬШƨƚŔŰŊШċШƓƖŸǂǃШƣŸШ
ĲƚƣŔůċƣĲШċШĦŸƨŰƣƖǃќƚШ]c]ШĲůŔƚƚŔŸŰƚЮШ§ƓƣŔŸŰƚШΝШċŰĬШ2 are preferred over Option 3 from a data perspective 
because they provide more accurate emissions. Due to data limitations, financial institutions might use  

Option 1 or 2 for certain countries and Option 3 for others. The data quality mix shall be reflected in the 
average data quality score, as chapter 6 illustrates.  
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Table 5.9-6 provides data quality scores for each of these options and sub-options (if applicable) that can 
be used to calculate the financed emissions for sovereign debt. 

 

Table 5.9-6. General description of the data quality score table for Sovereign Debt 
(score 1 = highest data quality score 5 = lowest data quality) 

Data Quality Options to estimate 
financed emissions  

When to use each option 

Score 1 Option 1: 
Reported 
emissions 

1a Verified GHG emissions of the country are available. These GHG 
emissions are reported by the country itself and can be extracted from 
UNFCCC178 

Score 2 1b Unverified emissions of the country are available. 

Score 3 Option 2: 
Physical 
activity -based 
emissions 

2 Reported GHG emissions of the country are not known. Emissions are 
ĦċũĦƨũċƣĲĬШƨƚŔŰŊШƓƖŔůċƖǃШƓőǃƚŔĦċũШċĦƣŔƻŔƣǃШĬċƣċШŸŉШƣőĲШĦŸƨŰƣƖǃќƚШĲŰĲƖŊǃШ
consumption (domestic generated and imported) and emission factors 
specific to that primary data. 

Score 4 Option 3: 
Economic 
activity -based 
emissions 

3a Reported GHG emissions of the country are not known. Emissions are 
ĦċũĦƨũċƣĲĬШƨƚŔŰŊШƚĲĦƣŸƖċũШƖĲƻĲŰƨĲШĬċƣċШŸŉШƣőĲШĦŸƨŰƣƖǃќƚШƓƖŸĬƨĦƣŔŸŰШċŰĬШ
emission factors specific to that revenue data. 

Score 5  3b Country GHG emissions are estimated by taking a proxy. GHG 
emissions from (a) similar (climate (zones), wealth, GDP) country are 
taken to estimate the country GHG emissions. 

 
A detailed summary of the data quality score table, including data needs and equations to calculate 
financed emissions, is provided in Annex 10.1 (Table 10.1-7). Annex 10.3 (Table 10.3-4) includes a list of 
public data sources PCAF has identified, which could be used for calculating financed emissions from 
sovereign debt. 

 

LIMITATIONS  

Emissions scope  
The presented approach to classify scope 1, 2, and 3 emissions of sovereigns is an attempt to mirror the 
ċƓƓƖŸċĦőШĬĲƻĲũŸƓĲĬШċŰĬШċĬŸƓƣĲĬШŉŸƖШĦŸƖƓŸƖċƣĲƚШċŰĬШĦŔƣŔĲƚШċŰĬШĦċŰќƣШĤĲШĦŸůƓċƖĲĬШΝаΝЮШ 

 
Double counting  
Double counting occurs in two dimensions:  

1. Double counting of emissions of non-sovereign sectors (e.g. corporates) due to accounting of 
emissions at sovereign territorial level.  
 

This represents a challenge for a financial institution with investment portfolios in multiple asset classes. 
However, doubling counting within the GHG emissions reports of financial institutions is not necessarily 
problematic as long as emission results of the different asset classes are clearly reported separately. 

 
178 This refers to UNFCCC reporting requirements. For the purposes of verification, Annex I Parties should compare their national estimates of CO2 

emissions from fuel combustion with those estimates obtained using the IPCC reference approach, as contained in the 2006 IPCC Guidelines, and 
report the results of this comparison in the NIR. 

https://www4.unfccc.int/sites/NDCStaging/Pages/All.aspx
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Accounting for all emissions indirectly involved with loans and investments of the different individual asset 
classes does ensure that the right considerations are taken when making lending or investment decisions. 

1. Double counting of emissions of other sovereigns when accounting for emissions beyond scope. 
 

The issue is not different from the one with corporate emissions and should be resolved/treated 
consistently, i.e. double-counting accepted when accounting for emissions beyond scope 1. 

 
Attribution Factor  
PCAF acknowledges that PPP-adjusted GDP has its limitations as the attribution factor: it is a flow metric, 
and the relationship between investments and GDP are not 1:1. There are, however, reasons as stated 
above that justify the usability of this attribution factor. More information on the rationale for using PPP-
adjusted GDP can be found in the Annex 10.3. 

 

Alternative attribution factors might still emerge, and PCAF is ready to review these. For example, Total 

capital stock (IMF)179 - a measure of total value of gross fixed capital formation in the economy - has also 

been briefly reviewed. The concept is comparable to total capital and EVIC for corporates. Though a 
reasonable theoretical concept, the metric has multiple limitations. Most importantly, this is not a readily 
available and reported metric, but the once calculated based on IMF Methodology, which involves 
assumptions, exclusion of certain sources of investments, and data availability limitations. PCAF does not 
recommend this metric at the current stage. 

  

 
179 EƚƣŔůċƣŔŰŊШÂƨĤũŔĦЯШÂƖŔƻċƣĲЯШċŰĬШÂÂÂШ9ċƓŔƣċũШÉƣŸĦťƚЯШ ŰŰĲǂШƣŸШf~[Ш7ŸċƖĬШÂċƓĲƖШљ~ċťŔŰŊШÂƨĤũŔĦШfŰƻĲƚƣůĲŰƣШ~ŸƖĲШEŉŉŔĦŔĲŰƣњ 
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Sub-sovereign 
debt 
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5.10 Sub-sovereign debt  
 

INTRODUCTION 

The purpose of this method is to provide guidance to financial institutions on how to calculate financed 
emissions from sub-sovereign debt. Financed emissions may be calculated on a territorial or 
organizational (entity) basis depending on the type of issuer as shown in Table 5.10-2 below.  

 

The methodology described in this chapter covers the territorial approach only and leverages the PCAF 
Sovereign Debt methodology in subchapter 5.9. It is therefore recommended to read this chapter in 
conjunction with the aforementioned methodology.  

 

For sub-sovereign issuers for which the organizational (entity) approach is more appropriate, the 
methodology for Business Loans and Unlisted Equity in Part A has to be used.180 Users of this approach are 
recommended to move to that asset class after reading the next two sections. 

 

ASSET CLASS DEFINITION  

This asset class includes sub-sovereign bonds and sub-sovereign loans of all maturities issued by regional, 
city, or local governments in domestic or foreign currency. Sub-sovereign issuers are defined as issuers 
with jurisdiction and influence over a specific territory within a country below sovereign level e.g., regions, 
cities, municipalities. Organizational structures and nomenclature of administrative levels may differ by 
country. For example, some countries have three administrative sub-sovereign levels while others might 
őċƻĲШůŸƖĲШŸƖШũĲƚƚШũĲƻĲũƚЮШ~ŸƖĲШƚŸЯШљƚƣċƣĲƚњШŔŰШthe US or Australia correspond ƣŸШљƓƖŸƻŔŰĦĲƚњШŔŰШ9ċŰċĬċШŸƖШ
Spain. To ensure consistent language and clarity, three sub-sovereign levels have been defined: regional, 
city and local level. Financial institutions may adapt these levels to reflect the administrative structure of 
the countries in which they invest. 

 

Table 5.10-1. Territory classification example  

Territory classification example for France) 

Sovereign: Country France 

Sub-Sovereign: Regional Level Ile-de-France 

Sub-Sovereign: City Level City of Paris 

Sub-Sovereign: Local Level Paris, Essonne and other municipalities 

 

Both sub-sovereign loans and bonds lead to the transfer of funds to the respective sub-sovereign issuer, 
creating a debt obligation to be repaid by the borrowing entity. Sub-sovereign debt is typically issued by 
regional or local governments as well as cities. This methodology covers territorial-based approaches for 
sovereign-like sub-sovereign issuers, and references organization-based approaches for corporate-like 

 
180 Note: Depending on the type of finance provided to љĦŸƖƓŸƖċƣĲ-ũŔťĲњШƚƨĤ-ƚŸƻĲƖĲŔŊŰШŔƚƚƨĲƖƚЯШĲŔƣőĲƖШƣőĲШůĲƣőŸĬШŉŸƖШћ7ƨƚŔŰĲƚƚШxŸċŰƚШċŰĬШÖŰũŔƚƣĲĬШ
EƕƨŔƣǃќ ыũĲŰĬŔŰŊьШŸƖШћxŔƚƣĲĬШEƕƨŔƣǃШѼШ9ŸƖƓŸƖċƣĲШ7ŸŰĬƚќШыƚƨĤ-sovereign bonds) is most appropriate. However, since both methodologies are identical for 
unlisted organizations (sub-ƚŸƻĲƖĲŔŊŰƚШċƖĲШĦŸŰƚŔĬĲƖĲĬШƨŰũŔƚƣĲĬьШƽĲШƖĲŉĲƖШƣŸШћћ7ƨƚŔŰĲƚƚШxŸċŰƚШċŰĬШÖŰũŔƚƣĲĬШEƕƨŔƣǃќ only for simplicity reasons. 
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sub-sovereign issuers, as appropriate 
 

Data availability on the sub-sovereign level was very limited in the past. While improvements have been 
made for certain countries and emission scopes, data availability is still limited, in terms of country 
coverage and emission scopes. However, to signal that greenhouse gas (GHG) accounting for sub-
sovereign debt is important to financial institutions and to support greater emission reporting, the 
Sovereign Debt methodology has been extended to Sub-Sovereign Debt with certain adjustments and 
limitations.  

 

љÉ§éEÅEf] -xfuEњШéEÅÉÖÉШљ9§ÅÂ§Å ÑE-xfuEњШÉÖ7-SOVEREIGN ISSUERS 

This asset class includes a wide array of issuers and treating all sub-sovereigns alike may not accurately 
represent their financed emissions. The table below provides an overview of the different types of sub-
sovereigns and the corresponding accounting approach: 

 

Table 5.10-2. Types of sub-sovereign issuers 

Sub-
sovereign 
Type  

Description 
and key 
differentiators  

Examples Accounting 
approach / 
asset class 
method used 

Considerations to select this type  

Sovereign
-like sub-
sovereign 
without  a 
balance 
sheet 

Sub-sovereign 
for which the 
territorial 
emissions of 
the region can 
be attributed to 
the regional 
economic 
output (PPP-
adjusted GDP) 

State of New 
York, Province 
of Quebec 

Territory-
based / 
Sovereign 
Debt 

These sub-sovereign issuers possess a significant 
degree of jurisdiction and influence over a specific 
territory and, therefore, may exercise control over 
related emissions. No balance sheet is available, 
ċŰĬШŰŸШљĲŰƣĲƖƓƖŔƚĲШƻċũƨĲњШŸƖШƚŔůŔũċƖШůĲċƚƨƖĲШĦċŰШ
be constructed. Financed emissions are derived 
from the economic activity within the region and 
the Purchasing Power Parity (PPP)-adjusted GDP 
attribution factor.  
 
[ŸƖШŔŰƻĲƚƣůĲŰƣƚШŔŰШċŰĬШũŸċŰƚШƣŸШƚƨĦőШљƚŸƻĲƖĲŔŊŰШ
ũŔťĲњШƚƨĤ-sovereign issuers, FIs shall use the 
territory-based approach described in this 
chapter. 

Sovereign
-like sub-
sovereign 
with  a 
balance 
sheet 

Sub-sovereign 
for which the 
emissions of 
the economic 
activities of the 
organization 
can be 
attributed to 
the entities 
assets and 
liabilities 
(balance sheet 
associated 
emissions) 

Swedish 
љuŸůůƨŰĲƖњЯШ
Dutch 
љŊĲůĲŰƣĲĲŰњШ
(municipalities) 

Territory 
based / 
Sovereign 
Debt 
  

Or 

  

Organization-
based / 
Business 
Loans & 
Unlisted 
Equity  

Some sub-sovereign issuers possess a significant 
degree of jurisdiction and/or influence over a 
specific territory and are responsible for the 
provision of specific and/or general public services 
and facilities (e.g. waste management, water 
control). 
  
Due to their constitutional regime, a balance sheet 
statement or similar measure of enterprise value is 
available or may be constructed. 
 
Activity-based GHG emissions data for the sub-
sovereign covered in that balance sheet statement 
is also available. This emissions data typically 
covers emissions from own activities like waste 
management, public-service buildings, and 
general infrastructure. 
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Hence, the emission scope differs from the 
territorial approach described in this part of the 
standard. 
  
For these regional circumstances FIs shall  use 
either the territory-based approach described in 
this chapter, or the organization-based approach, 
similar to corporate-like sub-sovereigns as 
described below. In case the territory-based 
approach is applied, territorial emissions are 
attributed to PPP-adjusted GDP. 

Corporate
-like 

Sub-sovereign 
which in its 
operations and 
mandate is 
comparable to 
a corporate 

Indiana 
Municipal 
Power Agency, 
SNCF Reseau 

Organization т 
based / 
Business 
Loans & 
Unlisted 
Equity 

These issuers are generally responsible for specific 
public services and facilities such as energy 
generation or waste services and tend to be 
structured as either state-owned companies or 
government agencies. Financed emissions are 
derived from the economic activity of the funded 
entity and attributed based on enterprise value.  
 
[ŸƖШũŸċŰƚШċŰĬШŔŰƻĲƚƣůĲŰƣƚШŔŰШљĦŸƖƓŸƖċƣĲ-ũŔťĲњШƚƨĤ-
ƚŸƻĲƖĲŔŊŰШŔƚƚƨĲƖƚЯШ[fƚШƚőċũũШƨƚĲШƣőĲћ7ƨƚŔŰĲƚƚШ
Loans & Unlisted Equity methodology. 

 

Financial institutions shall make it clear in their methodologies and disclosures, adapted to regional 
circumstances, whether they use a territory-based or an organization-based approach on emissions from 
sovereign-like sub-sovereign counterparties.  

 

Therefore, the type of sub-sovereign issuer (sovereign- or corporate-like) and the availability of balance-
sheet information will determine if emissions will be accounted for using the territory-based accounting 
methodology outlined in this chapter. 

 

Whether a sub-sovereign exhibits corporate-like characteristics or not is best judged by the financial 
institution. PCAF acknowledges that classifying a sub-sovereign issuer as sovereign- or corporate-like 
might not always be unambiguous and some deviations among financial institution might occur.181 

 

Use of proceeds bonds that finance specific projectsуwhere other methods outlined in Part A are more 
suitableуare excluded. 

 

PCAF acknowledges that in certain cases, regional or local governments might have limited control over 
high-emitting industries or companies located within their regional boundaries. However, this does not 
mean that sovereign-like sub-sovereigns should be excluded from financed emissions. Rather, this 
information can be used to engage sovereigns or identify levers that can be pulled by regional governments 
to reduce GHG emissions within the territory through initiatives like reforestation, funding research on 
lower carbon solutions, etc.  

 
181 One information which could be helpful to distinguish between sovereign- and corporate-like sub-sovereigns is the Bloomberg field 
љBB_INDUSTRY_SUBGROUPњЮ 
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EMISSIONS COVERED  

When accounting for financed emissions from sub-sovereign debt, financial institutions shall  report sub-
ƚŸƻĲƖĲŔŊŰШĤŸƖƖŸƽĲƖƚќШċĤƚŸũƨƣĲШƚĦŸƓĲШΝШĲůŔƚƚŔŸŰƚШċŰĬШshould  report scope 2 and 3 emissions, in line with 
the proposed scope definition below. For certain sub-sovereign debt, this approach permits estimates with 
lower data quality scores (see Table 5.10-5).  

 

Scope definition  
The table below represents the sub-sovereign debt emission scope definitions, in line with the definition for 
the Sovereign Debt asset class:  

 

Table 5.10-3. Emissions scope definitions  

Scope 1 Scope 2 Scope 3 

Domestic GHG emissions from 
sources located within the regional 
territory where there is jurisdiction.  

 

GHG emissions occurring because of 
the domestic use of grid-supplied 
electricity, heat, steam and/or 
cooling which is imported from 
another regional territory where there 
is no jurisdiction or direct influence 

Emissions attributable to non-energy 
imports because of activities taking 
place within the regional territory 
where there is jurisdiction and direct 
influence 

 

ÑőĲШ]c]ШÂƖŸƣŸĦŸũќƚШĬĲŉŔŰŔƣŔŸŰШŸŉШƚĦŸƓĲШΝШĲůŔƚƚŔŸŰƚШƽċƚШŔŰŔƣŔċũũǃШĬĲƻĲũŸƓĲĬШŉŸƖШƣőĲШĦũċƚƚŔŉŔĦċƣŔŸŰШŸŉШ
corporate emissions. Alongside corporate emissions, the GHG Protocol published a Global Protocol for 
Community Scale Greenhouse Gas Inventories (i.e. an Accounting and Reporting Standard for Cities),182 
which translated the scope definitions to cities. PCAF currently mirrors this approach for the Sovereign 
Debt asset class. The Sub-Sovereign debt method aims to do the same by applying the same logic for 
emissions accounting across sub-sovereign levels. PCAF defines scope 1 emissions of sub-sovereigns as 
the domestic GHG emissions from sources located within the regional, city or local territory where there is 
jurisdiction and direct influence. 

 

The scope 1 definition aligns with the definition of production emissions. Production emissions are 
emissions attributable to emissions produced domestically and include domestic consumption and 
exports. Scope 1 emissions should cover GHG emissions from key sectors and categories such as energy, 
industrial processes and product use, agriculture, forestry, other land use, and waste. However, there is a 
divergence of views among emissions data providers and climate experts regarding the accounting of land 
use, land-use change, and forestry (LULUCF) emissions, given significant data uncertainty. Compared to 
sovereigns, LULUCF data reporting for sub-sovereigns has greater limitations. Nevertheless, some sub-
sovereign regions (e.g. California) report scope 1 emissions including LULUCF. 

 
182 Global Protocol for Community-Scale Greenhouse Gas Emission Inventories, GHG Protocol, 2014 (revised edition in 2021), 
https://ghgprotocol.org/greenhouse-gas-protocol-accounting-reporting-standard-cities 
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Table 5.10-4. Example of sub-sovereign emissions by inventory sector 

California Emissions by Inventory Sector, MMT CO2 eq. 2022 

Energy 321.740 

Agriculture  33.370 

Industrial processes and product use  19.318 

Waste 15.297 

Gross total 389.726 

LULUCF -32.724 

Net total  357.002 

 Source: United States Environmental Protection Agency (EPA), GHG Inventory Data Explorer 

 

Hence, financial institutions shall  report scope 1 emissions, excluding LULUCF, and should  report scope 
1 emissions including LULUCF, where data is available. Financial institutions shall  be transparent about 
the underlying scope of emissions reported. 

 

ATTRIBUTION OF EMISSIONS 

The attribution of emissions determines the share of sub-sovereign emissions that a financial institution 
accounts for, based on its exposure to sub-sovereign debt. The attribution factor is calculated as the ratio 
ŸŉШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШŸƨƣƚƣċŰĬŔŰg exposure to the sub-sovereign borrower, divided by the sub-
ƚŸƻĲƖĲŔŊŰќƚШÂÂÂ-adjusted GDP. 

 

PCAF requires the following approach for attribution of emissions for sub-sovereign debt: 

 

ὃὸὸὶὭὦόὸὩὨ ὩάὭίίὭέὲί 
  Ȥ   

 Ȥ    
ὛzόὦȤίέὺὩὶὩὭὫὲ ὩάὭίίὭέὲί ὸὅὕςὩ  

(where s = sub-sovereign borrower) 

 

1. Exposure to Sub-Sovereign Debt (Numerator) 

The numerator is the actual outstanding loan or bond amount that the sub-sovereign is obligated to repay 
(i.e., disbursed debt minus any repayments). This value should be updated annually to reflect the current 
exposure. 

 

2. PPP-adjusted GDP (denominator) 

The denominator is the sub-ƚŸƻĲƖĲŔŊŰќƚШ]?ÂЯШċĬŢƨƚƣĲĬШŉŸƖШƓƨƖĦőċƚŔŰŊШƓŸƽĲƖШƓċƖŔƣǃШыÂÂÂьЮШ ƚШÂÂÂ-adjusted 
GDP is not typically available at the sub-ƚŸƻĲƖĲŔŊŰШũĲƻĲũЯШƣőĲШĦŸƨŰƣƖǃќƚШÂÂÂШċĬŢƨƚƣůĲŰƣШŉċĦƣŸƖШƚőŸƨũĬШĤĲШ
applied to the sub-ƚŸƻĲƖĲŔŊŰќƚШŰŸůŔŰċũШ]?Â. More guidance on how to calculate PPP-adjusted GDP for 
sub-sovereigns can be found in Annex 10.3. 

 

To prevent the attribution factor from exceeding one, financial institutions shall cap the outstanding debt to 
PPP-adjusted GDP ratio at 1. 
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PCAF recognizes that the denominator used for sub-sovereign debt is different from the typical 
denominators of other asset classes, which represent the borrowersќ total value (equity and debt). 
However, applying the same logic to local governments is challenging because there is no appropriate 
measurement of a sub-ƚŸƻĲƖĲŔŊŰќƚШĲƕƨŔƣǃЯШũĲċƻŔŰŊШŸŰũǃШŸƨƣƚƣċŰĬŔŰŊШĬĲĤƣШŔŰШƣőĲШĬĲŰŸůŔŰċƣŸƖШŸŉШƣőĲШ
attribution factor. In addition, using debt for attribution of sub-sovereign emissions has limitations. It is 
inaccurate because sub-sovereigns rarely finance themselves primarily with debt as opposed to tax 
revenue. Therefore, using outstanding local debt levels only (not including a measurement for equity) as 
the denominator for attribution makes the approach highly dependent on the extent of a local 
ŊŸƻĲƖŰůĲŰƣќƚШĬĲĤƣ. More information on the rationale for using PPP-adjusted GDP can be found in the 
Annex 10.3. 

 

EQUATIONS TO CALCULATE FINANCED EMISSIONS AND EMISSION INTENSITIES 

The financed emissions of sub-sovereign debt are calculated by multiplying the attribution factor by the 
emissions of the respective sub-sovereign borrower. 

 

ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ 
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὖὖὖȤὃὨὮόίὸὩὨ ὋὈὖ
 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί ὃὸὸὶὭὦόὸὭέὲ Ὢὥὧὸέὶ  ὛόὦȤίέὺὩὶὩὭὫὲ ὩάὭίίὭέὲί 

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί 
ὕόὸίὸὥὲὨὭὲὫ ὥάέόὲὸ

ὖὖὖȤὥὨὮόίὸὩὨ ὋὈὖ
 ὛόὦȤίέὺὩὶὩὭὫὲ ὩάὭίίὭέὲί 

 

(with s = Sub-sovereign borrower) 

 

Emissions intensities  
In line with the sovereign debt method, the following optional intensity metric for normalization and 
comparison of sub-sovereign production GHG emissions intensity has been defined: 

 

Ὂέὶ ίόὦȤίέὺὩὶὩὭὫὲ ὴὶέὨόὧὸὭέὲ ὖὶέὨόὧὸὭέὲ ὉάὭίίὭέὲί
ὖὖὖȤὥὨὮόίὸὩὨ ὋὈὖ 

 

Scope 2 and scope 3 as well as exported emissions are not as widely available for sub-sovereigns and are 
therefore not included in this intensity method. Hence, consumption emissions cannot be calculated due 
limited data availability. Improvements in data availability may trigger an update to this method.  

 
DATA REQUIRED  

PCAF distinguishes three options to calculate the financed emissions associated with sub-sovereign debt: 

¶ Option 1: reported emissions. Verified or unverified GHG emissions data reported by the sub-
sovereign territory (regional, city, or local level). This is the preferred option where available. 
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¶ Option 2: physical activity-based emissions. If reported emissions are not available, emissions 
may be calculated using primary physical activity data (e.g., energy consumption within the sub-
sovereign territory) and relevant emission factors. 

¶ Option 3: economic activity-based emissions and proxy estimation. Where neither reported nor 
physical activity data are available, emissions may be estimated using sectoral revenue data or by 
applying proxies (e.g., emissions from higher administrative levels). 

 
The table below provides data quality scores for each of these options (if applicable) for scope 1 emissions 
of sub-sovereign issuers. 

 

Table 5.10-5. General description of the data quality score table for sub -sovereign debt  
(score 1 = highest data quality; score 5 = lowest data quality) 

 

A detailed summary of the data quality score table, including data needs and equations to calculate 
financed emissions, is provided in Annex 10.1 (Table 10.1-8). 

 

PCAF has decided to include sovereign-like sub-sovereigns as several large countries have started to 
report scope 1 emissions on a regional ũĲƻĲũШĲЮŊЮЯШљÉƣċƣĲƚњШŔŰШƣőĲШÖÉЯШ ÖÑÉΞШũĲƻĲũШŔŰШƣőĲШEÖЮШ[ŸƖШƓŸƣĲŰƣŔċũШ
data sources, please see Annex 10.3. Data on local administrative levels is less comprehensive and 
consistent, whilst reporting at city level has increased. As elaborated in the data quality table, this method 

Data 
Quality 

Options to estimate the 
financed emissions  

When to use which approach 

Score 1 Option 1: Reported 
Emissions 

1a Verified reported sub-sovereign territory data are available. 

Score 2 1b Unverified reported sub-sovereign territory data are available. 

Score 3 Option 2: Physical 
activity -based 
emissions 

2 Reported GHG emissions of sub-sovereign territory of the issuer are not 
known. Emissions are calculated using primary physical activity data of 
the energy consumption within the sub-sovereign territory and emission 
factors specific to that primary data. 

Score 4 Option 3:  

Economic activity -
based emissions 

3 Reported GHG emissions of sub-sovereign territory of the issuer are not 
known. Emissions are calculated using sectoral revenue data of the sub-
sovereign territory production and emission factors specific to that 
revenue data. 

Score 5 

 

Option 4: Use data 
from higher 
administrative 
levels without 
break-down 

 

4a Sub-sovereign territory GHG emissions are estimated by taking a proxy. 
GHG emissions from one level above (e.g. regional data as proxy for city 
data) is used  

4b Sub-sovereign territory GHG emissions are estimated by taking a proxy. 
GHG emissions from two levels above (e.g. country-level data for city data) 
are used 
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allows for using proxies for sub-sovereign scope 1 emissions. However, using actual reported emissions 
data is the preferred option for issuers at all administrative levels. 

  

For these sovereign-like entities, FIs should  disclose financed emissions from regional, city and local 
levels separately. Summing regional, city and local level emissions runs the risk of double counting 
territorial emissions. Although this approach is still accepted, FIs should  transparently explain their 
approach. The breakdown of corporate-like sub-sovereigns Business Loans and Unlisted Equity asset 
class is recommended to be merged using NACE or ISIC classification as appropriate. Disaggregating 
regional, city and local levels while disclosing financed emissions for corporate-like sub-sovereigns is not a 
specific 

 

LIMITATIONS 

Data availability  

Emissions 

Data availability for scope 1 emissions has improved in the recent past. However, this is mainly the case for 
developed economies and within the first or second administrative level below the sovereign level. This is 
not yet the case at local levels. There is little data available for several emerging market countries currently. 
In cases where scope 1 emissions are available, it is recommended to implement data quality review 
practices. Scope 2, scope 3 and exported emissions are currently mostly unavailable at sub-sovereign 
levels. 

 

PPP-adjusted GDP 

PPP-adjusted GDP is not available at sub-sovereign levels. Applying the respective country PPP-
adjustment factor to convert sub-sovereign GDP to PPP-adjusted GDP has some limitations, not reflecting 
that price levels deviate across regions within one country. However, it seems reasonable for regions with 
the same currency.  

 

EMISSIONS SCOPE 

The presented approach to classify scope 1 emissions of sub-sovereigns is an attempt to mirror the 
approach developed and adopted for corporates and cities. However, these approaches cannot be 
compared one-to-one. 

 

DOUBLE COUNTING  

Double counting occurs in two dimensions:  

1. Double counting of territorial emissions at sovereign, sub-sovereign regional level (e.g. states) and 
sub-sovereign local levels (e.g. cities, municipalities)  

 

This represents a challenge for a FI with investment and lending portfolios in multiple asset classes at the 
territorial level. However, double, and even triple counting within the GHG emissions reports of FIs is not 
necessarily problematic as long as diffĲƖĲŰƣШċƚƚĲƣШĦũċƚƚĲƚќШĲůŔƚƚŔŸŰƚШċƖĲШĦũĲċƖũǃШƖĲƓŸƖƣĲĬШƚĲƓċƖċƣĲũǃЮШ
Accounting for all emissions indirectly involved with loans and investments of the different individual asset 
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classes ensures that the right considerations are taken when making lending or investment decisions. FIs 
shall  disclose financed emissions from sovereign and sub-sovereign levels separately. Financial 
institutions should  disclose financed emissions from regional and local levels separately.  

2. Double counting of emissions of non-sovereign sectors (e.g. corporates) due to accounting of 
emissions at the sub-sovereign territorial level. 

 

ATTRIBUTION FACTOR (EQUIVALENT TO SOVEREIGN DEBT) 

PCAF acknowledges that PPP-adjusted GDP has its limitations as the attribution factor: it is a flow metric, 
and the relationship between investments and GDP is not one-to-one. There are, however, previously 
stated reasons that justify the usability of this attribution factor. For more explanation on this, see Annex 
10.3. 
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Reporting 
requirements and 
recommendations 
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6. Reporting requirements  
and recommendations  
 
6.1 Overall reporting requirements and recommendations  
To manage financial and reputational risk it is crucial that the financial sector reports GHG emissions of 
loans and investments for transparency and accountability. The following reporting requirements and 
recommendations guide financial institutions to disclose the GHG emissions associated with their loans 
and investments. Rather than creating a new framework, PCAF developed these reporting requirements 
and recommendations to complement existing frameworks such as TCFD, GRI, Sustainability Accounting 
Standards Board (SASB), generally accepted accounting principles (GAAP), and International Financial 
Reporting Standards (IFRS). It adheres to and builds upon the reporting requirements set out by the GHG 
Protocol Corporate Value Chain (Scope 3) Accounting and Reporting Standard.  

 

All financial institutions that commit to using this Financed Emissions Standard shall fulfil certain 
requirements when disclosing their financed emissions publicly. However, they do have the flexibility to 
decide where they want to start with measuring and disclosing their financed emissionsуfor instance, at a 
specific asset class level or for a specific sector within a certain asset class. Flexibility in reporting is 
allowed largely because of recognized limitations in data availability and quality. PCAF recognizes that data 
for many asset classes may not be available to financial institutions and that a financial institution may not 
be able to disclose 100% of its portfolio. However, financial institutions shall be transparent in their 
coverage and justify any exclusions. 

 

The requirements for disclosure of financed emissions describe a minimum disclosure level with room for 
financial institutions to report beyond this level. Any requirements not fulfilled must be accompanied by an 
explanation. Minimum reporting requirements ċƖĲШĬĲƚĦƖŔĤĲĬШŔŰШƣőŔƚШĦőċƓƣĲƖШƨƚŔŰŊШƣőĲШƽŸƖĬШљƚőċũũЮњШìőĲƖĲШ
ĦĲƖƣċŔŰШċƚƓĲĦƣƚШŸŉШƖĲƓŸƖƣŔŰŊШċƖĲШŰŸƣШƖĲƕƨŔƖĲĬШĤƨƣШĲŰĦŸƨƖċŊĲĬШċƚШĤĲƚƣШƓƖċĦƣŔĦĲЯШƣőĲШƽŸƖĬШљƚőŸƨũĬњШŔƚШƨƚĲĬЮ 

 

REPORT USING THE OPERATIONAL OR FINANCIAL CONTROL CONSOLIDATION 
APPROACH183 

The asset class methods in this Financed Emissions Standard are used to calculate the scope 3 category 
15 emissions from financial investments. According to the GHG Protocol Corporate Value Chain (Scope 3) 

Accounting and Reporting Standard,184 three consolidation approaches can be applied by financial 

institutions to account for their scope 1, 2, and 3 emissionsуnamely equity share, operational control, 
and financial control. For PCAF reporting, financial institutions shall  use the operational control approach 
or the financial control approach; as a result, all financed emissions shall  be accounted for in their scope 
3 category 15 reporting. 

 

 
183 Additional information on consolidation approaches can be found in Chapter 4 
184 (WRI and WBCSD, 2011) 
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OVERALL REPORTING REQUIREMENTS AND RECOMMENDATIONS  

¶ Principles : GHG accounting and reporting of financial institutions shall  be based on the following 
principles: relevance, completeness, consistency, transparency, and accuracy.  

¶ Purpose: ШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШƖĲƓŸƖƣŔŰŊШshould  align with its specific business goals; for instance, 
for identifying and managing climate-related transition risks or for steering toward a specific 
emissions reduction target.  

¶ Frequency: Financial institutions shall  disclose at least annually and at a fixed point in time in line 
with the financial accounting cycle. Financial institutions shall  ensure that the chosen point in time 
provides a representative view on the emissions for that reporting year and shall  transparently 
disclose if large changes close to (before/after) the reporting date affected the results.  

¶ Recalculation and significance threshold : Financial institutions shall , in line with the GHG Protocol 

Corporate Value Chain (Scope 3) Accounting and Reporting Standard requirement (pg. 104185), 

establish a baseline recalculation policy to define under which circumstances a recalculating of 
(base year) financed emissions is necessary to ensure the consistency, comparability, and relevance 
of the reported GHG emissions data over time. As part of this base year emissions recalculation 

policy, financial institutions shall  establish and disclose the significance threshold186 that triggers 

base year emissions recalculations.  

¶ Form of reporting: Financial institutions shall  disclose in publicly available reports such annual 
reports, website articles, or other publicly available sources as deemed appropriate by the financial 
institution. Annex 10.2 provides an example template for how financial institutions can disclose their 
financed emissions.  

¶ Past performance: Where appropriate and relevant for their business goals, financial institutions 
should  disclose their financed emissions for multiple comparable time periods, e.g., years. 

 
COVERAGE  

¶ Financial institutions shall  disclose all absolute emissions for all relevant asset classes or sectors187 

covered in chapter 5 and justify any exclusions. Potential justification criteria for exclusion include:  

- Data availability: Required data is not available to the financial institutions.  

- ÉŔǍĲаШÑőĲШċĦƣŔƻŔƣŔĲƚШċƖĲШŔŰƚŔŊŰŔŉŔĦċŰƣШƣŸШƣőĲШŔŰƚƣŔƣƨƣŔŸŰќƚШƣŸƣċũШċŰƣŔĦŔƓċƣĲĬШŉŔŰċŰĦĲĬШĲůŔƚƚŔŸŰƚЮ 

- Methodology: There is no global methodology to quantify the financed emissions of specific 
activities (i.e., asset classes not covered in this Financed Emissions Standard).  

¶ Financial institutions shall  disclose the percentage of their total loans and investments covered in 
their financed emissions inventories for the seven asset classes covered in chapter 5, e.g., a financial 
ŔŰƚƣŔƣƨƣŔŸŰќƚШƣŸƣċũШŸƨƣƚƣċŰĬŔŰŊШũŸċŰƚШċŰĬШŔŰƻĲƚƣůĲŰƣƚШĤǃШċƚƚĲƣШĦũċƚƚ, noting any limitations and 
exclusions. 

¶ Financial institutions may ĬŔƚĦũŸƚĲШĲůŔƚƚŔŸŰƚШŉƖŸůШƨŰĬƖċƽŰШũŸċŰƚЯШŔŰШċĦĦŸƖĬċŰĦĲШƽŔƣőШÂ9 [ќƚШ
optional IFRS reporting of undrawn loans methodology (see subsection 6.2 Optional IFRS reporting of 

 
185 (WRI and WBCSD, 2011) 
186 ?ĲŉŔŰŔƣŔŸŰШċĦĦŸƖĬŔŰŊШƣŸШƣőĲШ]c]ШÂƖŸƣŸĦŸũаШљ ШƚŔŊŰŔŉŔĦċŰĦĲШƣőƖĲƚőŸũĬШŔƚШċШƕƨċũŔƣċƣŔƻĲШċŰĬоŸƖШƕƨċŰƣŔƣċƣŔƻĲШĦƖŔƣĲƖŔŸŰШƨƚĲĬШƣŸШĬĲfine any significant change 
ƣŸШƣőĲШĬċƣċЯШŔŰƻĲŰƣŸƖǃШĤŸƨŰĬċƖŔĲƚЯШůĲƣőŸĬƚЯШŸƖШċŰǃШŸƣőĲƖШƖĲũĲƻċŰƣШŉċĦƣŸƖƚЮњ 
187 Financial institutions can choose to report by sector rather than asset class. 
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undrawn loans). If disclosed, emissions from undrawn loans shall  be reported separately from 
financed emissions and emission removals. 

 

GASES AND UNITS  

¶ Financial institutions shall  account for the seven gases under the Kyoto Protocol that are also 
mandated under the UNFCCC to be included in national inventories if they are emitted in the value 
chain. These are carbon dioxide (CO2), methane (CH4), nitrous oxide (N2O), hydrofluorocarbons 
(HFCs), perfluorocarbons (PFCs), sulfur hexafluoride (SF6), and nitrogen trifluoride (NF3).  

¶ These seven gases shall  be converted to carbon dioxide equivalents (CO2e) using the 100-year time 
horizon global warming potentials published by the IPCCуeither  the AR5 values published by the 

GHG Protocol188 ŸƖШƣőĲШfÂ99ќƚШůŸƚƣШƖĲĦĲŰƣũǃШƓƨĤũŔƚőĲĬШċƚƚĲƚƚůĲŰƣШƖĲƓŸƖƣЮ189  

¶ Financial institutions shall  express their financed emissions in metric tonnes of carbon dioxide 
equivalents (tCO2e) or another appropriate metric conversionуe.g., kilotonnes (ktCO2e), 
megatonnes (MtCO2e). When emissions from a specific GHG (e.g., methane emissions) are material 
and relevant, financial institutions should  consider a separate disclosure of these emissions.  

¶ Biogenic CO2 emissions that occur in the value chain shall  not be included in the scopes but shall be 
included and separately reported in the public report.  

 

ABSOLUTE EMISSIONS  

¶ Financial institutions shall  disclose the absolute emissions (scope 1 and 2 combined) of their loans 
and investments. If it serves the business goals of the financial institutions, absolute scope 1 and 
scope 2 emissions of loans and investments should be reported separately from each other. 

¶ Beyond the reporting of scope 3 category 15 emissions covered by this Financed Emissions Standard, 
financial institutions shall  also measure and report their scope 1 and 2 emissions and any other 
relevant scope 3 emissions categories in line with the GHG Protocol Corporate Value Chain (Scope 3) 
Accounting and Reporting Standard (see Annex 10.2 for an example).  

¶ Where required by the relevant methodology in Chapter 5, financial institutions shall  separately 
disclose the absolute scope 3 emissions of their loans and investments, including the specific 
sectors covered.  

¶ Financial institutions shall  disaggregate and disclose absolute emissions data at the asset class or at 
the sector level, particularly for the most emission-intensive sectors (e.g., energy, power, cement, 
steel, automotive).  

¶ In addition to this minimum disaggregation requirement, financial institutions may choose to 
disaggregate absolute emissions data by other portfolio characteristics when relevant to their 
business goals (see further Box 6.1-1). 

¶ When a financial institution issues an integrated use of proceeds structure, the institution shall 
separately report the emissions (in line with applicable PCAF reporting requirements) and total debt 
covered by the structure to inform investors in the structure. 

 
188 (GHG Protocol, 2014) 
189 The IPCC reports can be found at: https://www.ipcc.chI  

https://www.ipcc.chi/
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¶ When a financial institution is an initial sponsor or lender of a specific project, the institution should  
also assess and report the absolute lifetime scope 1 and 2 emissions of the project that was financed 
during the reporting year.  

¶ Absolute emissions shall  be reported without taking into account carbon credits retired by clients to 
offset these emissions. Carbon credits retired by clients may be reported, and if so, shall be reported 
separately. 

 

Box 6.1-1. Optional further disaggregating and disclosing absolute emissions data in specific 
investments  

In addition to the minimum disaggregation requirements of PCAF (by asset class or industry), financial 
institutions may choose to disaggregate absolute emissions data by portfolio characteristicsуsuch as 
green finance, transition finance, managed phase-out, or regulatory alignment (e.g., EU Taxonomy)уto 
enhance transparency and clarify emissions drivers. This can be particularly relevant for financing in 
hard-to-abate sectors or those supporting real-economy decarbonization. 

 

Examples include green bonds, sustainability-linked instruments, and conventional bonds from issuers 
aligned or aligning to net zero. When doing so financial institutions should clearly disclose the criteria 
used for categorization, as PCAF does not prescribe specific classification systems. 

 

To avoid double counting where categories overlap (such as a sustainability-linked loan issued by a 
counterparty whose activities also meet transition finance criteria), financial institutions should explain 
how exposures are assignedуwhether through a hierarchy, split attribution, or other method. Material 
year-on-year changes in disaggregated data, for example when such changes result from the 
recategorization of exposures (e.g., counterparties gaining or losing alignment with a classification 
system) should also be disclosed. 

 

Box 6.1-2. Double counting in reporting absolute emissions  

Double countingуwhich occurs when GHG emissions are counted more than once in the financed 
emissions calculation of one or more institutionsуshould be avoided as much possible. Double 
counting occurs between the different scopes of emissions from loans and investments when a financial 
institution invests in stakeholders that are in the same value chain. This form of double counting cannot 
be avoided, but it can be made more transparent by reporting the scope 1 and 2 emissions of loans and 
investments separately from their scope 3 emissions. Apart from this, double counting can take place at 
five levels:  

¶ Between financial institutions  

¶ In co-financing the same entity or activity  

¶ Between transactions within the same financial institutions  

¶ Across different asset classes  

¶ Within the same asset class  
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PCAF recognizes that double counting of GHG emissions cannot be avoided completely; however, it 
should be minimized. Double counting between co-financing institutions and between transactions 
within the same asset class of a financial institution are avoided by using the appropriate attribution 
rules defined by PCAF consistently.  

 

By using the correct attribution method, double counting of emissions between institutions can be 
minimized. Financial institutions using the methodologies in the Financed Emissions Standard will be 
subject to the same exposure to double counting so that one financial institution will not be more 
significantly burdened than another. 

 

FLUCTUATION ANALYSIS190 

Financed emissions are sensitive to several variables, and year-on-year changes in these variables can in 
turn cause large fluctuations in the financed emissions metric over time, which may not reflect changes in 
activity, or the decarbonization actions of financial institutions or their clients. Disclosing the key drivers 
behind changes in financed emissions is considered the best practice for helping stakeholders understand 
the real-world emissions impact.  

  

A fluctuation analysis helps to explain the drivers of changes in financed emissions between consecutive 
reporting periods and significantly improves transparency. 

¶ In case year on year absolute financed emissions have significantly191 changed due to causes 
unrelated to portfolio or emissions changes of the underlying assets, financial institutions should  
disclose drivers of changing financed emissions profiles through descriptive narrative or other means.  

¶ Financial institutions should  ƓƖŸƻŔĬĲШċШћfluctuation ċŰċũǃƚŔƚќШŸŉШƣőĲШabsolute financed emissions 
across their portfolio, explaining the drivers of changes to financed emissions between two reporting 
periods. An example is provided in Box 6.1-3.  

¶ Financial institutions may provide fluctuation analyses at the asset class or sector level, in 
accordance with the disaggregation of disclosed absolute emissions. 

¶ Financial institutions may identify the most appropriate approach for the fluctuation analyses. Where 
financial institutions disclose a fluctuation analysis, they shall disclose the calculation basis 
including the assumptions and limitations. 

 

Box 6.1-3. An illustrative example for developing fluctuation analysis for a business loan 
portfolio  

There are multiple approaches to perform a fluctuation analysis for financial institutions portfolios. An 
ŔũũƨƚƣƖċƣŔƻĲШċƓƓƖŸċĦőШƣŸШƓƖŸƻŔĬŔŰŊШƚƨĦőШċŰШċŰċũǃƚŔƚШƽċƚШũċŔĬШŸƨƣШŔŰШƣőĲШƓċƓĲƖШŸŰШћÖŰĬĲƖƚƣċŰĬŔŰŊШƣőĲШ?ƖŔƻĲƖƚШ
ŸŉШfŰƻĲƚƣůĲŰƣШÂŸƖƣŉŸũŔŸШ?ĲĦċƖĤŸŰŔƚċƣŔŸŰќШƓƨĤũŔƚőĲĬШĤǃШƣőĲШÖ -convened Net-Zero Asset Owner Alliance 
(NZAOA)192. Data providers have also drafted bespoke approaches to perform such attribution analyses. 

 
190 ìőŔũĲШŸƣőĲƖШĤŸĬŔĲƚШыĲЮŊЮШ ü § ьШƖĲŉĲƖШƣŸШƣőŔƚШŉŸƖůШŸŉШċŰċũǃƚŔƚШċƚШċŰШћċƣƣƖŔĤƨƣŔŸŰШċŰċũǃƚŔƚќ, PCAF has ĬĲĦŔĬĲĬШƣŸШƨƚĲШƣőĲШƣĲƖůШћŉũƨĦƣƨċƣŔŸŰШċŰċũǃƚŔƚќШƣŸШ
avoid confusion with existing PCAF terms. 
191 Financial institutions are encouraged to apply the significance threshold established in the 'Overall Reporting Requirements and Recommendations' 
section when determining whether to disclose a fluctuation analysis. 
192 Understanding the Drivers of Investment Portfolio Decarbonisation, United Nations Environment Program т Finance Initiative 

https://www.unepfi.org/industries/understanding-the-drivers-of-investment-portfolio-decarbonisation/
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An illustrative example has been laid out below that can be employed as initial guidance. As disclosures 
mature, suitable best practices and industry standards can be developed to ensure consistency of 
approach. 

 

In the illustrative example above, the absolute changes in total financed emissions between baseline 
year t_0 and the subsequent year t_1 are broken down into the primary components of the PCAF 
methodology, of outstanding amounts, enterprise values, and emissions. The analysis may be broken 
down into further components (e.g. outstanding amounts can be broken down into new 
lending/investments, lending maturity/divestments and changes to existing lending/investments). The 
analyses should be completed with a narrative explaining the background of the observed fluctuations. 

 

AVOIDED EMISSIONS AND EMISSION REMOVALS193 

¶ In addition to absolute emissions, financial institutions:  

- Should report emission removals where relevant to their loans and investments when appropriate 
methodologies become available. 

- May report avoided emissions ŉŸũũŸƽŔŰŊШÂ9 [ќƚШƚƨƓƓũĲůĲŰƣċũШŊƨŔĬċŰĦĲШŸŰШŉŔŰċŰĦĲĬШċƻŸŔĬĲĬШ
emissions and forward-looking metrics.  

¶ If financial institutions choose to disclose emission removals or avoided emissions, they shall  
ĬŔƚĦũŸƚĲШċĤƚŸũƨƣĲШĲůŔƚƚŔŸŰШƖĲůŸƻċũƚШŸƖШċƻŸŔĬĲĬШĲůŔƚƚŔŸŰƚШƚĲƓċƖċƣĲũǃШŉƖŸůШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШ
scope 1, scope 2, and scope 3 inventories (see Annex 10.2 for an example). 

¶ Avoided emissions and emission removals shall  be reported without taking into account carbon 
credits generated for these same emissions. Carbon credits generated by clients should  be reported, 
and if so, shall be reported separately. 

 

 
193 As defined in Chapter 3, removed emissions are those related to projects or technologies that can result in CO2 being sequestered by trees or removed 
from the atmosphere and stored in solid or liquid form. 
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EMISSION INTENSITY  

¶ Financial institutions should report economic emission intensities if these values are relevant to their 
business goals.  

¶ Economic emission intensities shall  be expressed on a portfolio, asset class, or sector level in metric 
tonnes of carbon dioxide equivalents per million euro or dollar invested or loaned: tCO2eоқ~ШŸƖШ
tCO2e/$M  

¶ When relevant to their business goals, financial institutions should consider reporting physical 
emission intensities per sector using sector-specific activity (e.g., tCO2e/m2 for real estate, 
tCO2e/MWh for power utilities, tCO2e/tonne of steel produced for steel companies, etc.). 

 
Box 6.1-4. Financed emission metrics and comparability  

Measuring financed emissions in absolute terms provides financial institutions with a consistent baseline 
for analysis and disclosure. When banks and investors aim to benchmark or compare companies, sectors, 
or portfolios to each other, normalization is required. Absolute financed emissions at a portfolio level are 
not a good metric to compare or benchmark financial institutions on their performance due to the potential 
differences between financial institutions in terms of size, product portfolio, exposure to sectors and 
regions, etc. For comparability and benchmarking, the absolute financed emissions need to be translated 

into an emission intensity metric (emissions per a specific unit).194 

 

A wide array of intensity metrics is applied in the market and each has its own merits. The table below 
includes a list of the most common metrics. 

Metric  Purpose Description  

Absolute emissions  To measure the emissions 
associated with financial activities 
and establish a baseline for 
disclosure and performance tracking 

The total GHG emissions of an asset 
class or portfolio 

Economic emission intensity  To understand how the emission 
intensities of different portfolios (or 
parts of portfolios) compare to each 
other per monetary unit 

Absolute emissions divided by the 
loan or investment volume in EUR or 
USD, expressed as tCO2Ĳоқ~ШŸƖШ
tCO2e/$M loaned or invested 

Physical emission intensity  To understand the efficiency of a 
portfolio (or parts of a portfolio) in 
terms of total GHG emissions per unit 
of a common output 

Absolute emissions divided by a value 
of physical activity or output, 
expressed as, e.g., tCO2e/MWh, 
tCO2e/tonne product produced 

Weighted average carbon 
intensity (WACI)195 

To understand exposure to emission-
intensive companies 

ÂŸƖƣŉŸũŔŸќƚШĲǂƓŸƚƨƖĲШƣŸШĲůŔƚƚŔŸŰ-
intensive companies, expressed as 
tCO2Ĳоқ~ШŸƖШҘ~ШĦŸůƓċŰǃ196 revenue 

 

 

 

 
194 Actual performance benchmarking or target setting for financial institutions is not covered by this Standard. For this type of assessment, other 
initiatives exist that build on the accounting requirements set forth in this Standard but that further rely on their own methodologies and approaches. 
EǂċůƓũĲƚШŔŰĦũƨĬĲШƣőĲШÉ7ÑŔШŸƖШÅ~fќƚШ9ĲŰƣĲƖШŉŸƖШ9ũŔůċƣĲ-Aligned Finance. 
195 (TCFD, 2017) 
196 ÑőĲШƽŸƖĬШĦŸůƓċŰǃШƖĲŉĲƖƚШƣŸШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШĤŸƖƖŸƽĲƖШŸƖШŔŰƻĲƚƣĲĲЮ 
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DATA AND DATA QUALITY  

¶ Financial institutions shall  use the most recent or otherwise appropriate data available to them. 
PCAF recognizes there is often a lag between financial reporting and required emissions data, such 
as emission factors or emissions data from borrowers or investees. In these instances, it is 
acceptable that the data represents different years.  

¶ To account for inflation, a financial institution may apply an inflation adjustment to economic 
ĲůŔƚƚŔŸŰШŉċĦƣŸƖƚЮШ[ŸƖШĲǂċůƓũĲЯШċŰШċĬŢƨƚƣůĲŰƣШĦċŰШĤĲШůċĬĲШƚƓĲĦŔŉŔĦШƣŸШƣőĲШċƚƚĲƣќƚШŊĲŸŊƖċƓőŔĦШ
location or based on the currency of the emission factor. If an inflation adjustment is applied, the 
methodology used shall  be disclosed. Examples of indices can be found in Box 6.1-5. 

¶ Financial institutions should  provide a description of the types and sources of dataу including 
activity data, assumptions, emission factors, and all relevant publication datesу used to calculate 
emissions.  

¶ Descriptions should  be written to create transparency.  

¶ Financial institutions should  publish a weighted score by outstanding amount of the data quality of 
reported emissions data or should  explain why they are unable to do so. An example is provided in 
Box 6.1-6.  

¶ Where financial institutions are reporting scope 3 emissions, the weighted data quality score of these 
emissions shall  be reported separately from that of scopes 1 and 2.  

¶ The data hierarchy tables provided in each asset class method in Chapter 5 should  be used as a 
guide for disclosing data quality. Financial institutions should  explain how data quality is assessed, 
acknowledging that it will improve over time.  

¶ Over time and where possible, data should  be verified to at least a level of limited assurance. 
Financial institutions should  disclose whether data is verified and to what level. 

 

Box 6.1-5. Inflation indices examples  

PCAF recommends the application of an inflation factor to economic emission factors. Several inflation 
indices may be utilized for this purpose, including the Consumer Price Index (CPI), Producer Price Index 
(PPI), and the Gross Domestic Product (GDP) Deflator. Among these, the GDP Deflator and CPI offer the 
broadest global coverage, with the GDP Deflator encompassing government expendituresуwhich 
ƣǃƓŔĦċũũǃШĲǂĲƖƣШůŔŰŔůċũШŔŰŉũƨĲŰĦĲШŸŰШċШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШĲƕƨŔƣǃШċŰĬШĤŸŰĬШőŸũĬŔŰŊƚЮШfŰШċũŔŊŰůĲŰƣШƽŔƣőШ
this guidance, the proposed adjustment pertains specifically to the data quality score 4 and data quality 
score 5 emission factors, which are employed to estimate emissions in the absence of reported data. 

 

Box 6.1-6. An illustrative example for calculating weighted data quality scores  

Data quality will likely differ across asset classes, sectors, companies, and emission scopes. To disclose 
the best representation of data quality, the Financed Emissions Standard requires that financial 
institutions normalize the data quality scores for each asset class and sector to the total outstanding 
loan or investment amount. 

 

The equation for calculating weighted averages for an asset class or sector is: 
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ὕόίὸὥὲὨὭὲὫ ὥάέόὲὸ ὼ Ὀὥὸὥ ήόὥὰὭὸώ ίὧέὶὩ

В
ὲ
Ὥ ρ

 ὕόίὸὥὲὨὭὲὫ ὥάέόὲὸ
 

(with i=borrower or investee) 

 

ŰШŔũũƨƚƣƖċƣŔƻĲШĲǂċůƓũĲШŸŉШċШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШũĲŰĬŔŰŊШŔƚШƓƖŸƻŔĬĲĬШĤĲũŸƽа 

Asset class Sector Company Outstanding 
loan 

Attributed scope 1 
and 2 absolute 
emissions (kton 
CO2e) 

Data quality score 
(1=high, 5=low) 

Business 
loans 

Oil & Gas Company A 522,425 15 3 

Business 
loans 

Oil & Gas Company B 187,449 7 5 

Business 
loans 

Cattle 
farming 

Company C 82,778 8 1 

Business 
loans 

Cattle 
farming 

Company D 108,997 11 1 

Business 
loans 

Cattle 
farming 

Company E 67,556 7 2 

Business 
loans 

Cattle 
farming 

Company F 54,762 5 5 

 

Weighted data quality score for business loans scope 1 and 2 emissions: 
 
υςςȟτςυ σ ρψχȟττωυ ψςȟχχψρ ρπψȟωωχρ φχȟυυφς υτȟχφςυ

υςςȟτςυρψχȟττωψςȟχχψρπψȟωχχφχȟυυφυτȟχφς
Ȣ  

 

 

Weighted data quality score for oil & gas sector scope 1 and 2 emissions: 
 

υςςȟτςυ σ ρψχȟττωυ

υςςȟτςυρψχȟττω 
Ȣ  
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6.2 Optional reporting on undrawn loan commitment  according to 
IFRS S1 & S2 
 

INTRODUCTION 

ÑőŔƚШƚĲĦƣŔŸŰШŸƨƣũŔŰĲƚШƣőĲШÂċƖƣŰĲƖƚőŔƓШŉŸƖШ9ċƖĤŸŰШ ĦĦŸƨŰƣŔŰŊШ[ŔŰċŰĦŔċũƚќШыÂ9 [ќƚьШŸƓƣŔŸŰċũШċƓƓƖŸċĦőШƣŸШ
ensuring interoperability between Part A of the PCAF Standard and the International Financial Reporting 
Standard (IFRS) S2 by defining a calculation method for financed emissions197 from undrawn loan 
commitments. With national regulations increasingly aligned with IFRS S1 and S2, PCAF recognizes the 
imperative to include a harmonized methodology in Part A. This enables financial institutions to fully 
comply with IFRS S2 reporting requirements and ensure comparability of reported emissions associated 
with financial activities.  

 

The calculation methodology for undrawn loans was built off pre-existing Part A methodology. It is to be 
seen as an additional calculation methodology to the relevant asset classes to account for and report 
financed emissions from undrawn loan commitments, which are in nature different from the calculation 
methodologies of drawn financing as provided in the PCAF Standard.  

 

IFRS reporting requirements  
The IFRS is a public interest organization that develops accounting and disclosure standards. With the 
formation of the International Sustainability Standards Board (ISSB) in 2021, IFRS consolidated the Climate 
Disclosure Standards Board (CDSB) and the Value Reporting Function (VRF). The result of this 
consolidation is the International Sustainability Standards Board (ISSB), which has developed the 
Sustainability Disclosure Standards IFRS S1 and IFRS S2. IFRS S1 and S2 aim to provide consistent and 
comparabũĲШŔŰŉŸƖůċƣŔŸŰШŸŰШċŰШŸƖŊċŰŔǍċƣŔŸŰќƚШEÉ]ШƓĲƖŉŸƖůċŰĦĲЯШƚƨƚƣċŔŰċĤŔũŔƣǃ-related risks and 
opportunities, and the potential financial impacts of sustainability issues. By embedding sustainability 
within financial reporting, ISSB aims to enhance transparency, accountability, and decision-making for 
stakeholders.  

 

IFRS S1 requires companies (including financial institutions) to disclose material information on their 
sustainability-related risks and opportunities, covering four core reporting requirements: governance, 
strategy, risk management, as well as metrics and targets associated with sustainability-related risks and 
opportunities.  

 

IFRS S2 specifies the disclosure requirements to identify climate-related risks and opportunities. It requires 
reporting on physical and transition risks, scenario analysis, financial effects, and metrics and targets. Per 
the IFRS S2 requirements, when reporting on metrics and targets, organizations should disclose qualitative 
and quantitative information including the reporting of scope 1, 2, and 3 GHG emissions. For scope 3 
category 15 investments, IFRS S2 has specific requirements for commercial banking and the insurance 

 
197 [ŔŰċŰĦĲĬШEůŔƚƚŔŸŰƚњШŔƚШƨƚĲĬШőĲƖĲШŉŸƖШĦŸŰƚŔƚƣĲŰĦǃШƽŔƣőШƖĲƓŸƖƣŔŰŊШƣĲƖůŔŰŸũŸŊǃЯШƣőŸƨŊőШÂ9 [ШƖĲĦŸŊŰŔǍĲƚШƣőċƣШƨŰĬƖċƽŰШũŸċŰШĦŸůůŔƣůents are not yet 
financed. 
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industry. These requirements include disclosing scope 3 category 15 emissions of the following asset 
classes: loans, bonds, equity investment, project finance and undrawn loan commitments.  

To enable financial institutions to comply with the reporting requirements of IFRS S2, the following 
methodology on undrawn loans has been developed. 

 

Figure 6.2-1. Asset class comparison between IFRS S2 and the PCAF Standard 

 
 

UNDRAWN LOAN COMMITMENTS 

The PCAF Part A Standard provides an optional methodology for calculating emissions associated with 
ƨŰĬƖċƽŰШũŸċŰШĦŸůůŔƣůĲŰƣƚЮШìőŔũĲШƣőĲШƚƣċŰĬċƖĬШĦŸŰƣŔŰƨĲƚШƣŸШŉŸũũŸƽШƣőĲШƓƖŔŰĦŔƓũĲШŸŉШљŉŸũũŸƽШƣőĲШůŸŰĲǃњШĤǃШ
prioritizing actual financial flows during the reporting period, it also recognizes the importance of 
accounting for potential future oriented financial exposures. Undrawn loan commitments т agreements by 
which financial institutions offer clients the option to access funds under predefined terms in future 
periods т are now incorporated into emissions reporting. Although it remains challenging for financial 
institutions to predict the exact timing and extent of drawdowns, the updated methodology provides a 
standardized approach to estimate associated emissions, enhancing the completeness and comparability 
of financed emissions disclosures and enabling compliance to IFRS S2.  

 

The need for a harmonized approach  
The inclusion of undrawn loan commitments as an optional Part A methodology reflects the need for a 
harmonized approach that acknowledges their distinct nature from drawn loans and enables financial 
institutions to comply with IFRS S2. Unlike drawn loans, undrawn commitments are forward-looking, 
variable in amount, and not classified as a separate asset class. They require dedicated capital reserves 
and cannot be aggregated with drawn loans without risking inaccurate emissions reporting. Their 
fluctuating nature within a fiscal year complicates balance sheet representation, and the absence of a 
clear, industry-wide definitionуparticularly from IFRSуfurther challenges consistent measurement. 
Recognizing these complexities, the PCAF methodology now provides a framework that enables financial 
institutions to differentiate, and report financed emissions from undrawn commitments in alignment with 
IFRS S2, ensuring more accurate and comparable financed emissions disclosures. 
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Asset class definition  
There is currently no universally accepted definition of undrawn loan commitments within the financial 
industry. Undrawn loan commitments can be defined as loan arrangements where a credit limit is set for 
the client over a certain period, allowing them to borrow and repay funds any number of times within the 
limit. It refers to the maximum amount available to be drawn under a committed loan facility at a specific 
point in time, including facilities that are unconditionally cancellable, from which any amounts already 
drawn at that time are subtracted.  

 

In the case a financial institution decides to report financed emissions from undrawn loan commitments 
they should  do so for those undrawn loans that meet the suggested definition above, or another definition 
that is transparently disclosed. Financing products such as revolving credit facilities, bridge loans, and 
letters of credit which have committed values on the year-end balance sheet of the financial institution 
may be considered. General corporate purpose financing or lending that is designated for specific 
purposes (i.e. with known use of proceeds) may also be considered, if in line with the undrawn loan 
commitment definition outlined above.  

 

Given the lack of an industry-wide definition for undrawn loans, to ensure transparency in reporting, FIs 
that decide to report using this methodology shall  disclose their definition of undrawn loans by highlighting 
what financial products have been included in the calculation. If the financial institution excludes specific 
financial products or cases of undrawn loans, this shall  be disclosed transparently together with 
justification for the exclusion. 

 

Emissions scopes covered  
For the calculation of emissions associated with undrawn loan commitments, the applicable emission 
scopes shall  be determined by referencing the methodology of the respective asset class. Consequently, 
the emission scopes covered for each underlying asset shall  align with the requirements specified in the 
section Emission scopes covered of the relevant asset class methodology. 

 

Attribution of emissions  
The calculation methodology for undrawn loan commitments builds upon the financed emissions 
calculation methodology outlined in Part A.  

 

ƚШċШŉƨŰĬċůĲŰƣċũШċƣƣƖŔĤƨƣŔŸŰШƓƖŔŰĦŔƓũĲЯШƣőĲШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰШċũũŸĦċƣĲƚШċШƓŸƖƣŔŸŰШŸŉШƣőĲШĤŸƖƖŸƽĲƖќƚШ
potential annual emissionsуassuming full utilization of the loan facility for business activitiesуbased on 
the ratio of the undrawn loan commitment amount (numerator) to the enterprise value of the financed 
company (denominator). 

 

The attribution factor reflects the proportional share of a company, calculated as the ratio of the 
outstanding loan amount to EVIC for listed companies, and to the sum of total equity and debt for private 
companies. 
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When calculating emissions associated with undrawn loans for asset classes where the attribution factor 
differs from the one described above, reference should be made to the 'Attribution of Emissions' section 
for each relevant asset class in Part A. 

 

CALCULATION METHODOLOGY  

Equations to calculate financed emissions of undrawn loans  
If reported financed emissions from undrawn loan commitments shall be calculated by multiplying the 
ċƣƣƖŔĤƨƣŔŸŰШŉċĦƣŸƖШĤǃШƣőĲШĤŸƖƖŸƽĲƖќƚШĲůŔƚƚŔŸŰƚЮШÑőŔƚШĦċũĦƨũċƣŔŸŰШmay include a weighting factor to reflect 
partial commitment usage. Accordingly, two calculation approaches are available: 

1. An unweighted calculation approach, based on the total committed amount, which shall  be 
reported by the financial institution; and  

2. A weighted calculation approach, incorporating a weighting factor for partial commitment usage, 
which may be reported by the financial institution198.  

 

The unweighted calculation represents the theoretical maximum emissions exposure, based on the 
assumption that the full undrawn commitment will be utilized. This approach aligns with the principle of 
completeness and serves as a standardized baseline for comparison across financial institutions. 

 

In cases where a financial institution reports weighted financed emissions from undrawn loan 
commitments, it shall  also report the corresponding unweighted emissions. By presenting both figures, 
financial institutions can offer a more balanced view of their potential and expected climate-related 
financial exposure, thereby enhancing the credibility and decision-usefulness of their disclosures. 
Financial institutions shall  disclose the rationale for applying a weighting factor, the methodology used to 
determine its value, and the asset classes and industries to which it applies. Disclosures shall  also include 
any underlying assumptions, data sources, and estimation techniques used in the determination process 
of the weighting factor. Any changes to the weighting factor, methodology, or assumptions across reporting 
periods shall  be clearly reported. 

 

For undrawn loan commitments to private companies:   

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί 
ὟὲὨὶὥύὲ ὰέὥὲ ὧέάάὭὸάὩὲὸ

Ὕέὸὥὰ ὩήόὭὸώὨὩὦὸ
ὅzέάὴὥὲώ ὩάὭίίὭέὲί  

 

 

 

 

 
198 A financial institution may introduce a weighting factor to account for partial commitment usage. The weighted calculation introduces a weighting 
factor to adjust for the likelihood of actual client drawdown, which may be based on institution-, industry-, or region-specific utilization patterns. PCAF 
does not prescribe a specific methodology for determining this weighting factor. If a financial institution chooses to report both the unweighted and 
weighted emissions associated with undrawn loan commitments, it shall also disclose the methodology used to calculate the weighting factor, along 
with the factor itself. 
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For undrawn loan commitments to listed companies:   

 

ὊὭὲὥὲὧὩὨ ὩάὭίίὭέὲί 
ὟὲὨὶὥύὲ ὰέὥὲ ὧέάάὭὸάὩὲὸ

ὉὲὸὩὶὴὶὭίὩ ὠὥὰόὩ ὍὲὧὰόὨὭὲὫ ὅὥίὬ
ὅzέάὴὥὲώ ὩάὭίίὭέὲί  

 
For the numerator, the maximum undrawn loan commitment is applied. The undrawn loan commitment 
represents the difference between the total loan commitment and the drawn amount (on a gross exposure 
basis) at the given point in time.  

 

ὟὲὨὶὥύὲ ὰέὥὲ ὧέάάὭὸάὩὲὸ Ὕέὸὥὰ ὰέὥὲ ὧέάάὭὸάὩὲὸὨὶὥύὲ ὥάέόὲὸ 

 

The denominator is defined as either EVIC or the sum of total equity and debt, depending on the type of 
company, and shall  be consistent with the methodology used to calculate financed emissions for the 
drawn portion of the loan. 

 

GENERAL CHARACTERISTICS OF UNDRAWN LOAN CALCULATIONS 

Asset classes in scope  
The calculation of undrawn loan commitments applies to committed on-balance sheet loans and credit 
facilities where the concept of undrawn commitments is relevant. Applicable Part A asset classes may 
include Business Loans and Unlisted Equity, Project Finance, and other financial products at the discretion 
of the financial institution. 

 

It is important to note that an undrawn loan commitment is not a distinct asset class but rather a condition 
of a loan (i.e., funds not yet drawn). This methodology is designed to enable financial institutions to meet 
the disclosure requirements established under IFRS. 

 

If a financial institution excludes specific categories of undrawn loans from its disclosed emissions, such 
exclusions must be transparently reported. The disclosure shall include: 

¶ The rationale for the exclusion; and 

¶ The percentage of the excluded amount relative to total undrawn loan commitments. 

 

Time of reporting   
In line with Part A, GHG accounting enables financial institutions to disclose financed emissions at a fixed 
point in time and in line with financial accounting periods. Hence, the time of reporting emissions 
associated with undrawn loan commitments shall  be aligned with the financial reporting as well as the 
reporting of financed emissions from drawn loans. This is also in line with the reporting requirements of 
IFRS S1 and S2.  

 

Data quality score   
The same calculation approaches for drawn loans are applied for the data quality score of undrawn loans. 
Financial institutions should  use the most recent data with the highest quality available, even if it is 
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representative of different years, with the intention of aligning as much as possible. The data quality 
section for each asset class in Part A shall  be referred to when determining the data quality score and 
which data to use.  

 

Reporting requirements and recommendations  
PCAF emphasizes the importance of reporting financed emissions from undrawn loan commitments 
separately from those associated with drawn loan commitments. This requirement is consistent with IFRS 
S2, which mandates the disclosure of emissions associated with undrawn loan commitments separately 
from emissions attributable to drawn amounts.  

 

Accordingly, financial institutions subject to IFRS S2 shall  disclose financed emissions from undrawn loan 
commitments separately from those associated with drawn loan commitments. This requirement applies 
in conjunction with the overarching reporting principles and recommendations outlined in Part A. 
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7. Glossary 
 

Absolute emissions  EůŔƚƚŔŸŰƚШċƣƣƖŔĤƨƣĲĬШƣŸШċШŉŔŰċŰĦŔċũШŔŰƚƣŔƣƨƣŔŸŰќƚШũĲŰĬŔŰŊШċŰĬШŔŰƻĲƚƣŔŰŊШċĦƣŔƻŔƣǃЮШ
Expressed in tonnes CO2e. See financed emissions. 

Amortization  Amortization in securitization refers to the process of repaying the principal 
amount of a loan or debt over time. In a securitization, as the principal amount 
of the underlying loans is repaid these funds are used to repay т or amortize т the 
ABS securities. 

Asset back security An asset-backed security (ABS) is a type of security that is secured by a specific 
pool of, generally financial, assets; these assets can be of a variety of types, 
including receivables, loans, or leases.  

Asset class A group of financial instruments that have similar financial characteristics. 

Attribution factor  The share of total greenhouse gas (GHG) emissions of the borrower or investee 
that are allocated to the loan or investments. 

Avoided emissions Emission reductions that the financed project produces versus what would have 
been emitted in the absence of the project (the baseline emissions). In the 
context of the Financed Emissions Standard, avoided emissions are only from 
renewable power projects. 

Biogenic carbon 
dioxide (CO2) 
emissions 

Emissions from a stationary source directly resulting from the combustion or 
decomposition of biologically based materials other than fossil fuels. 

Borrower A person or company that borrows money from a bank. 

Business loans and 
unlisted equity  

This asset class comprises business loans and equity investments in private 
companies, also referred to as unlisted equity. Business loans include all on-
balance sheet loans and lines of credit to listed and unlisted businesses, 
nonprofits, and any other structure of organization199 and are for general 
corporate purposes, i.e., with unknown use of proceeds as defined by the GHG 
Protocol. Unlisted equity includes all on-balance sheet equity investments to 
businesses, nonprofits, and any other structure of organization that are not 
traded on a market and are for general corporate purposes, i.e., with unknown 
use of proceeds as defined by the GHG Protocol. For detail information on this 
asset class, see subchapter 5.2. 

Capital structure/  
capital stack  

The hierarchy of debt that makes up the issuance of debt securities. 

CO2 -equivalent 
(CO2e) 

The amount of CO2 that would cause the same integrated radiative forcing (a 
measure for the strength of climate change drivers) over a given time horizon as 
an emitted amount of another GHG or mixture of GHGs. Conversion factors vary 
based on the underlying assumptions and as the science advances. As a 
baseline, PCAF recommends using 100-year Global Warming Potentials without 
climate-carbon feedback from the most recent IPCC Assessment report. 

Collateral  Any contractual rights, property or financial or physical assets (such as vehicles 
or equipment) with monetary value, given as security for repayment of a debt. 

 
199 This also includes governmental-owned enterprises (e.g., state-owned companies such as municipal energy or public transport providers), while 
loans to governments themselves are excluded. Loans to governments is covered under Sovereign Debt asset class.  
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Collateral 
attribution factor  

The ratio of the outstanding loan secured on the hard assets to the total value of 
the collateral.  

Collateral pool  The pool of loans, leases or other form of collateral backing the securitization.  

Commercial 
mortgage-backed 
security  

A commercial mortgage-backed security (CMBS) is a debt security whose cash 
flow is backed by the principal and interest payments from a specified pool of 
loans that are secured by mortgages over commercial property.  

Commercial real 
estate (CRE) 

This asset class includes on-balance sheet loans for specific corporate 
purposes, namely the purchase and refinance of commercial real estate (CRE), 
and on-balance sheet investments in CRE when the financial institution has no 
operational control over the property. This definition implies that the property is 
used for commercial purposes, such as retail, hotels, office space, industrial, or 
large multifamily rentals. In all cases, the owner of the building uses the property 
to conduct income-generating activities. For detailed information on this asset 
class see subchapter 5.4. 

Comprehensive 
Environmental 
Data Archive 
(CEDA) data 

CEDA (Comprehensive Environmental Data Archive) by Watershed is a globally 
representative, spend-based emissions factor database designed to support 
robust Scope 3 greenhouse gas accounting. Covering 148 countries and 400 
industries, CEDA links economic activity to environmental impact using a multi-
regional input-output model. It offers over 60,000 emission factors with high 
sectoral granularity and annual updates to reflect global decarbonization trends. 

Consolidation 
approach 

Refers to how an organization sets boundaries for GHG accounting. Types 
include equity share approach, financial control, and operational control. 

Consumer finance Finance provided to individual and household consumers, such as mortgages 
and motor vehicle loans. 

Corporate debt Money that is owed by companies rather than by governments or individual 
people. 

Covered bond Debt securities whose repayment is a corporate obligation of the issuer but are 
also backed by cash flows from mortgage loan receivables in a mortgage cover 
bond. 

Debt A financing instrument that requires repayment by the borrower. In the context of 
this Financed Emissions Standard, debt refers only to the principal amount 
owed by the borrower and excludes interest. 

Direct emissions  Emissions from sources that are owned or controlled by the reporting entity or 
the borrower or investee. 

Double counting Occurs when GHG emissions (generated, avoided, or removed) are counted 
more than once in a GHG inventory or toward attaining mitigation pledges or 
financial pledges for the purpose of mitigating climate change. 

Embodied 
emissions in 
buildings  

The GHG emissions associated with the non-operational phase of the project. 
This includes emissions caused by extraction, manufacture, transportation, 
assembly, maintenance, replacement, deconstruction, disposal and end of life 
aspects of the materials and systems that make up a building. 

Emission impact  In the context of this Financed Emissions Standard, emission impact refers to 
the emissions financed by loans and investments. 

Emission intensity 
metric  

Emissions per a specific unit, for example: tCO2Ĳоқ~ШŸƖШҘ~ШŔŰƻĲƚƣĲĬЯШ
tCO2e/MWh, tCO2e/tonne product produced, tCO2e/MWh, tCO2e/ton product 
produced, tCO2Ĳоқ~ШŸƖШҘ~ШĦŸůƓċŰǃШƖĲƻĲŰƨĲЮ 
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Emission removals The action of removing GHG emissions from the atmosphere and store it 
through various means, such as in soils, trees, underground reservoirs, rocks, 
the ocean, and even products like concrete and carbon fiber. 

Emission risk The potential for adverse effects on lives, livelihoods, health status, economic, 
social and cultural assets, services (including environmental), and infrastructure 
due to climate change. 

Emission scopes The GHG Protocol Corporate Accounting and Reporting Standard classifies an 
ŸƖŊċŰŔǍċƣŔŸŰќƚШ]c]ШĲůŔƚƚŔŸŰƚШŔŰƣŸШƣőƖĲĲШƚĦŸƓĲƚЮШÉĦŸƓĲШΝШĲůŔƚƚŔŸŰƚШċƖĲШĬŔƖĲĦƣШ
emissions from owned or controlled sources. Scope 2 emissions are indirect 
emissions from the generation of purchased energy. Scope 3 emissions are all 
indirect emissions (not included in scope 2) that occur in the value chain of the 
reporting organization, including both upstream and downstream emissions. 

Enterprise Value 
Including Cash 
(EVIC) 

The sum of the market capitalization of ordinary shares at fiscal year end, the 
market capitalization of preferred shares at fiscal year-end, and the book values 
ŸŉШƣŸƣċũШĬĲĤƣШċŰĬШůŔŰŸƖŔƣŔĲƚќШŔŰƣĲƖĲƚƣƚЮШ ŸШĬĲĬƨĦƣŔŸŰƚШŸŉШĦċƚőШŸƖШĦċƚőШ
equivalents are made to avoid the possibility of negative enterprise values. 

Environmentally 
extended input-
output (EEIO) data 

EEIO data refers to EEIO emission factors that can be used to estimate scope 1, 
2, and upstream scope 3 GHG emissions for a given industry or product 
category. EEIO data is particularly useful in screening emissions sources when 
prioritizing data collection efforts. 

Equity The ownership of banks or investors in a company or project. There are various 
types of equity, but equity typically refers to shareholder equity, which 
ƖĲƓƖĲƚĲŰƣƚШƣőĲШċůŸƨŰƣШŸŉШůŸŰĲǃШƣőċƣШƽŸƨũĬШĤĲШƖĲƣƨƖŰĲĬШƣŸШċШĦŸůƓċŰǃќƚШ
shareholders if all company assets were liquidated and all company debt were 
paid off. 

Equity tranche The most junior tranche of securitization, and it is the first to suffer losses if the 
underlying asset defaults. 

EXIOBASE A global, detailed multi-regional environmentally extended supply-use table and 
input-output table. It was developed by harmonizing and detailing supply use 
tables for a large number of countries, estimating emissions, and resource 
extractions by industry. 

Facilitated 
emissions  

In the context of securitization and structured products, facilitated emissions 
are the emissions related to the transactions facilitated by financial institutions, 
such as holding securities during the transfer from originator to investors. 

Federal Test 
Procedure 

ÑőĲШÖÉШEŰƻŔƖŸŰůĲŰƣċũШÂƖŸƣĲĦƣŔŸŰШ ŊĲŰĦǃќƚШ[ĲĬĲƖċũШÑĲƚƣШÂƖŸĦĲĬƨƖĲƚШċƖĲШċШƚĲƖŔĲƚШ
of drive cycle tests to measure the tailpipe emissions and fuel efficiency of 
passenger cars. 

Financed 
emissions 

Absolute emissions that banks and investors finance through their loans and 
investments, including those associated by assets held in structured products. 
See absolute emissions. 

Financial 
institution  

A company engaged in the business of dealing with financial and monetary 
transactions such as deposits, loans, investments, and currency exchange. 
Financial institutions encompass a broad range of business operations within 
the financial services sector, including commercial banks, investment banks, 
development banks, asset owners/managers (mutual funds, pension funds, 
close-end funds, investment trusts), and insurance companies. 

Greenhouse gas 
(GHG) emissions 

The seven gases mandated under the Kyoto Protocol and to be included in 
national inventories under the United Nations Framework Convention on 
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Climate Change (UNFCCC)уcarbon dioxide (CO2 ), methane (CH4 ), nitrous 
oxide (N2 O), hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur 
hexafluoride (SF6 ), and nitrogen trifluoride (NF3 ). 

GHG accounting ШůĲċŰƚШŸŉШůĲċƚƨƖŔŰŊШƣőĲШĬŔƖĲĦƣШċŰĬШŔŰĬŔƖĲĦƣШĲůŔƚƚŔŸŰƚШƣŸШƣőĲШEċƖƣőќƚШĤŔŸƚƓőĲƖĲШ
of CO2 and its equivalent gases from industrial activities. 

GHG accounting of 
financial portfolios  

The annual accounting and disclosure of GHG emissions associated with loans 
and investments at a fixed point in time in line with financial accounting periods. 
This is also called portfolio GHG accounting. 

GHG Protocol Comprehensive global standardized frameworks to measure and manage GHG 
emissions from private and public sector operations, value chains, and 
ůŔƣŔŊċƣŔŸŰШċĦƣŔŸŰƚЮШÑőĲШ]c]ШÂƖŸƣŸĦŸũШƚƨƓƓũŔĲƚШƣőĲШƽŸƖũĬќƚШůŸƚƣШƽŔĬĲũǃШƨƚĲĬШ
GHG accounting standards. The Corporate Accounting and Reporting Standard 
provides the accounting platform for virtually every corporate GHG reporting 
program in the world. 

Global Trade 
Analysis Project 
(GTAP) database 

GTAP is a global network of researchers and policy makers conducting 
quantitative analysis of international policy issues. GTAP is coordinated by the 
9ĲŰƣĲƖШŉŸƖШ]ũŸĤċũШÑƖċĬĲШ ŰċũǃƚŔƚШŔŰШÂƨƖĬƨĲШÖŰŔƻĲƖƚŔƣǃќƚШ?ĲƓċƖƣůĲŰƣШŸŉШ
Agricultural Economics. The centerpiece of the GTAP is a global database 
describing bilateral trade patterns, production, consumption, and intermediate 
use of commodities and services. 

Home equity line of 
credit (HELOC) 

A revolving line of credit usually with an adjustable interest rate, which allows 
homeowners to borrow up to a certain amount over a period of time. HELOCs 
work in a manner similar to credit cards, where the homeowner can 
continuously borrow up to an approved limit while paying off the balance. 

Home equity loan 
(HEL) 

Sometimes referred to as a second mortgage, usually allows homeowners to 
borrow a lump sum against their current home equity for a fixed rate over a fixed 
period of time. Usually, home equity loans are used to finance large 
expenditures, such as home repairs or college tuition. 

Indirect emissions  Emissions that are a consequence of the activities of the reporting entity but 
occur at sources owned or controlled by another entity. 

Interest -only (IO) 
strip  

A debt security whose entitlements relate solely to payment of interest (no 
principal payments). The debt security does not have a principal balance, and 
interest payments are calculated on a notional balance which may be fixed or 
changed over time.  

Investment  The term investment (unless explicitly stated otherwise) is used in the broad 
ƚĲŰƚĲаШљÂƨƣƣŔŰŊШůŸŰĲǃШŔŰƣŸШċĦƣŔƻŔƣŔĲƚШŸƖШŸƖŊċŰŔǍċƣŔŸŰƚќШƽŔƣőШƣőĲШĲǂƓĲĦƣċƣŔŸŰШŸŉШ
ůċťŔŰŊШċШƓƖŸŉŔƣЮњШ~ŸƚƣШŉŸƖůƚШŸŉШŔŰƻĲƚƣůĲŰƣШŔŰƻŸũƻĲШƚŸůĲШŉŸƖůШŸŉШƖŔƚťШƣċťŔŰŊЯШƚƨĦőШ
as investment in equities, debt, property, projects, and even fixed interest 
securities which are subject to inflation risk, among other risks. 

Investment 
attribution factor  

The ratio of the nominal amount of a class of debt securities to the total nominal 
amount of all debt securities.  

Investee company 
or investee project 

A company or project in which an investor makes a direct investment. 

Issuer The entity which issues the bonds off the back of the collateral pool associated 
with the securitization. 

Known use of 
proceeds 

Known use of proceeds relates to investments and loans made via Use of 
Proceeds structures. 
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Listed equity and 
corporate bonds 

This asset class includes all on-balance sheet listed corporate bonds and all on-
balance sheet listed equity that are traded on a market and are for general 
corporate purposes, i.e., unknown use of proceeds as defined by the GHG 
Protocol. For detailed information on this asset class see subchapter 5.1. 

Loan to value ratio 
(LTV or LVR) 

A percentage calculated by dividing the loan amount by the value of the property 
used as Security for the Loan.  

Loan attribution 
factor  

A factor that determines the share of loan emissions attributed to the collateral 
pool. 

Mezzanine debt 
security  

A Subordinated Debt Security, which therefore ranks below a senior ranking 
Debt Security, but ranks above the most Subordinated Debt Security in the 
structure (generally the unrated equity or First Loss Piece).  

Mortgages This asset class includes on-balance sheet loans for specific consumer 
purposes - namely the purchase and refinance of residential property, including 
individual homes and multi-family housing with a small number of units. This 
definition implies that the property is used only for residential purposes and not 
for commercial activities. For detailed information on this asset class see 
subchapter 5.5. 

Motor vehicle loans This asset class refers to on-balance sheet loans and lines of credit to 
businesses and consumers for specific (corporate or consumer) purposes - 
namely the finance one or several motor vehicles. For detailed information on 
this asset class see subchapter 5.6. 

On-balance sheet 
securitization 
structures  

An accounting treatment whereby an Originator recognizes securitized Assets on 
its own balance sheet for capital treatment purposes (although legally the 
assets may have been sold to a securitization SPV).  

Off-balance sheet 
securitization 
structures  

An accounting treatment whereby an Originator is entitled to remove securitized 
Assets from its own balance sheet for capital purposes although the assets may 
not actually have been sold.  

Originator Refers to the originator, sponsor, or original lender of the loan(s). 

Pool of Pools The assembly of pools of investments in individual securitizations of loans 
(Pools) and associated collateral by Originators as the basis for securitization 
issuance.  

Project finance This asset class includes all on-balance sheet loans or equities to projects or 
activities that are designated for specific purposes, i.e., with known use of 
proceeds as defined by the GHG Protocol and is self-contained (i.e. the project 
has its own budget). The financing is designated for a defined activity or set of 
activities, such as the construction and operation of a gas-fired power plant, a 
wind or solar project, or energy efficiency projects. For detailed information on 
this asset class see subchapter 5.2. 

Residential 
mortgage-backed 
security (RMBS also 
sometimes MBS) 

A debt security whose cash flow is backed by the payments from a specified 
pool of loans that are secured by mortgages over residential property.  

Ringfencing Ringfencing is a legal technique that isolates the assets of securitization from 
the assets of the originator. In the context of securitization, it is used to protect 
investors from losses in the event of the originator's bankruptcy. Ring-fencing is 
typically achieved by creating a special purpose vehicle (SPV) to hold the assets 
of the securitization. 



 

 
181 

FI N AN C ED  EM IS S IO NS  т T H I RD  ED IT IO N 

Scenario analysis A process of analyzing future events by considering alternative possible 
outcomes. 

Scope 1 emissions Direct GHG emissions that occur from sources owned or controlled by the 
reporting companyуi.e., emissions from combustion in owned or controlled 
boilers, furnaces, vehicles, etc. 

Scope 2 emissions Indirect GHG emissions from the generation of purchased or acquired 
electricity, steam, heating, or cooling consumed by the reporting company. 
Scope 2 emissions physically occur at the facility where the electricity, steam, 
heating, or cooling is generated. 

Scope 3 emissions All other indirect GHG emissions (not included in scope 2) that occur in the 
value chain of the reporting company. Scope 3 can be broken down into 
upstream emissions and downstream emissions: Upstream emissions include 
all emissions that occur in the life cycle of a material/product/service up to the 
point of sale by the producer, such as from the production or extraction of 
purchased materials. Downstream emissions include all emissions that occur 
as a consequence of the distribution, storage, use, and end-of-life treatment of 
ƣőĲШŸƖŊċŰŔǍċƣŔŸŰќƚШƓƖŸĬƨĦƣƚШŸƖШƚĲƖƻŔĦĲƚЮ 

Scope 3 category 
15 (investments) 
emissions 

This category includes scope 3 emissions associated with the reporting 
ĦŸůƓċŰǃќƚШũŸċŰƚШċŰĬШŔŰƻĲƚƣůĲŰƣƚШŔŰШƣőĲШƖĲƓŸƖƣŔŰŊШǃĲċƖЯШŰŸƣШċũƖĲċĬǃШŔŰĦũƨĬĲĬШŔŰШ
scope 1 or scope 2. 

Securitization  A technique that converts cash flows from Assets into tradable Debt Securities 
which are limited in recourse to those Assets rather than the company that 
originated those Assets. The debt securities may be tranched, depending on 
market demand, allowing investors to take exposure to the transaction in line 
with their risk appetite. 

Securitizations  and 
structured 
products  

This method covers securitized and structured products which are backed by 
identifiable loans, leases, or other income-generating assets. Typically, the 
collateral pool is sold to a bankruptcy-remote special-purpose vehicle (SPV) or 
similar entity, or referenced and the vehicle issues bonds to investors secured 
on the collateral. It encompasses both public and private asset-backed 
structures. The underlying collateral may include various asset types, and an 
evaluation of these assets must be performed to determine the applicable 
financed emissions methodology. For detailed information on this asset class 
see subchapter 5.8. 

Senior tranche The tranche that has the highest priority of payment in the event of default. 

Sequestered 
emissions 

Refers to atmospheric CO2 emissions that are captured and stored in solid or 
liquid form, thereby removing their harmful global warming effect. 

Sovereign debt This asset class includes sovereign bonds and sovereign loans of all maturities 
issued in domestic or foreign currencies. Both sovereign loans and bonds lead 
to the transfer of funds to the country, which in turn creates a debt obligation to 
be repaid by the borrowing country. For detailed information on this asset class 
see subchapter 5.9. 

Special purpose 
vehicle (or trust or 
special purpose 
entity or designated 
activity company т 
SPV, SPE, DAC) 

A bankruptcy-remote legal structure that holds assets off or/separate from the 
ŸƖŔŊŔŰċƣŸƖќƚШĤċũċŰĦĲШƚőĲĲƣЯШƽőŔĦőШƣőĲŰШŔƚƚƨĲƚШƚĲĦƨƖŔƣŔĲƚШŔŰШƣőĲШŉŸƖůШŸŉШ
ABS/structured products. 
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Structured product 
data quality score 

Separate from the PCAF data quality score table found in Part A, the structured 
product data quality score provides guidance on calculating the deal data 
quality score. 

Sub-sovereign debt This asset class includes bonds and loans issued by public authorities below the 
national level у such as states, provinces, regions, cities, or municipalities у in 
either domestic or foreign currency. For detailed information on this asset class 
see subchapter 5.10. 

Subordinated debt 
security  

Debt Security which ranks behind other Debt Securities in repayment of 
Principal and is allocated losses before senior Debt Securities. 

Synthetic 
securitizations  

A type of transaction where the credit risk is transferred to the capital markets, 
ĤƨƣШƣőĲШċƚƚĲƣƚШƖĲůċŔŰШŸŰШƣőĲШŸƖŔŊŔŰċƣŸƖќƚШĤċũċŰĦĲШƚőĲĲƣЮ 

Total balance sheet 
value 

ШĤċũċŰĦĲШƚőĲĲƣШŔƚШċШŉŔŰċŰĦŔċũШƚƣċƣĲůĲŰƣШƣőċƣШƖĲƓŸƖƣƚШċШĦŸůƓċŰǃќƚШċƚƚĲƣƚЯШ
ũŔċĤŔũŔƣŔĲƚЯШċŰĬШƚőċƖĲőŸũĬĲƖƚќШĲƕƨŔƣǃЮШÑőĲШĤċũċŰĦĲШƚőĲĲƣШƻċũƨĲШƖĲŉĲƖƚШƣŸШƣőĲШƚƨůШŸŉШ
ƣŸƣċũШĲƕƨŔƣǃШċŰĬШũŔċĤŔũŔƣŔĲƚЯШƽőŔĦőШŔƚШĲƕƨċũШƣŸШƣőĲШĦŸůƓċŰǃќƚШƣŸƣċũШċƚƚĲƣƚЮ 

Tranche Tranche means each of the separate elements of the principal liabilities of the 
securitization (e.g. class of notes which, when taken together at their nominal 
original amount, equal the nominal outstanding amount of the loans in the pool 
of Assets at the closing of the deal. 

Tranche attribution 
factor  

The ratio of the outstanding nominal amount of a tranche to the total 
outstanding nominal amounts of all tranches.  

Undrawn loan 
commitments  

Undrawn loan commitments may be defined as loan arrangements where a 
credit limit is set for the client over a certain period, allowing them to borrow and 
repay funds any number of times within the limit. It refers to the maximum 
amount available to be drawn under a committed loan facility at a specific point 
in time, including facilities that are unconditionally cancellable, from which any 
amounts already drawn at that time are subtracted. For detailed information on 
the optional IFRS reporting on undrawn loan commitments see subchapter 6.2. 

Unknown use of 
proceeds 

Unknown use of proceeds refers to investments and loans for general (corporate 
or consumer) purposes, i.e., the financial institution does not know exactly for 
what activity the money is used, which holds for general-purpose loans. 

Unlisted equity  All on-balance sheet equity investments to businesses, nonprofits, and any 
other structure of organization that are not traded on a market and are for 
general corporate purposes, i.e., with unknown use of proceeds as defined by 
the GHG Protocol. Unlisted equity is also referred to as equity investments in 
private companies (i.e., the financial institution obtains shares of the company). 

Use of proceeds 
structures  

Use of proceeds structures are structures containing a pool of one or multiple 
underlying assets. The term Use of proceeds structure is an abstract GHG 
accounting concept with a wide scope т it encompasses structures ranging from 
equity funds, debt funds and special purpose vehicles to labeled bonds and 
labeled loans. 
 
This method includes all on-balance sheet debt and equity to use of proceeds 
structures. Use of proceeds structures contain a pool of one or multiple 
underlying assets, which may belong to any asset class. Use of proceeds 
accounting allows financial institutions to account for the specific assets being 
financed. For detailed information on this asset class see subchapter 5.7. 

Vehicle make The name of the company that manufactures the vehicle. 
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Vehicle model The product name of the vehicle. 

Whole loan 
securitization  

A whole loan is a single loan securitization issued by an originator/sponsor that 
is not included in a tranched securitization but is still ringfenced from the 
ŸƖŔŊŔŰċƣŸƖѣƚШċƚƚĲƣƚЮШfƣШĦċŰШĤĲШťĲƓƣШŸŰШƣőĲШũĲŰĬĲƖќƚШĤċũċŰĦĲШƚőĲĲƣШŸƖШƚŸũĬШƣŸШ
investors. 

World Input-Output 
Database (WIOD) 

World Input-Output tables and underlying data, covering 43 countries, and a 
model for the rest of the world for 2000-2014. Data for 56 sectors are classified 
according to the International Standard Industrial Classification revision 4 (ISIC 
REV. 4). 

World Harmonized 
Light-duty Vehicles 
Test Procedure 
(WLTP) 

The WLTP is a global, harmonized standard of drive cycle tests to determine the 
tailpipe emissions and fuel efficiency of passenger cars. 
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8. Acronyms 
 

CAF Collateral attribution factor 

CDP Carbon Disclosure Project 

CH4 Methane 

CO2 Carbon dioxide 

CO2 e Carbon dioxide equivalent 

CRE Commercial real estate 

EEIO Environmentally extended input-output 

EU European Union 

EU TEG European Commission Technical Expert Group on Sustainable Finance 

EV Electric vehicle 

EVIC Enterprise value including cash 

FAO Food and Agriculture Organization of the United Nations 

FSB Financial Stability Board 

GAAP Generally accepted accounting principles 

GEMIS Global Emissions Model for integrated Systems 

GHG Greenhouse gas 

GTAP Global Trade Analysis Project 

HFC Hydrofluorocarbon 

HEL Home equity loan 

HELOC Home equity line of credit 

ICCT International Council on Clean Transportation 

IEA International Energy Agency 

IFI Internal Financial Institution 

IFRS International Financial Reporting Standards 

IPCC Intergovernmental Panel on Climate Change 

IPO Initial public offering 

ISIC Industrial Classification of All Economic Activities 

ITF OECD International Transport Forum at the Organisation for Economic Co-operation and Development 

ktCO2 e Kilotonnes of carbon dioxide equivalent 

LAF Loan attribution factor 
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L2 Level 2 (NACE) 

MtCO2 e Megatonnes of carbon dioxide equivalent 

MWh Megawatt-hour 

N2O Nitrous oxide 

NACE Statistical Classification of Economic Activities in the European Community 

NDC Nationally determined contribution 

NEDC New European Driving Cycle 

NF3 Nitrogen trifluoride 

NGO Nongovernmental organization 

PCAF Partnership for Carbon Accounting Financials 

PFC Perfluorocarbon 

SASB Sustainability Accounting Standards Board 

SBT Science-based targets 

SBTi-FI Science Based Targets initiative for Financial Institutions 

SDA Sectoral Decarbonization Approach 

SF6 Sulfur hexafluoride 

SSP Securitization and Structured Products asset class 

SVP Special purpose vehicle 

TAF Tranche attribution factor 

TCFD Task Force on Climate-related Financial Disclosures 

tCO2 e Metric tonnes of carbon dioxide equivalent 

UoP Use of Proceed Structures 

UNEP FI United Nations Environment Programme Finance Initiative 

UNFCCC United Nations Framework Convention on Climate Change 

US United States 

WACI Weighted Average Carbon Intensity 

WBCSD World Business Council for Sustainable Development 

WIOD World Input-Output Database 

WLTP Worldwide Harmonized Light Vehicles Test Procedure 
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