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[bookmark: OLE_LINK1]Guidance 8a: Step-by-step guide to calculate financed emissions
1. Define calculation boundary
i. What to include – focus on loans and investments; exclude operational emissions
ii. Prioritisation – start with the largest exposures and carbon-intensive sectors (see Tool 9 sectoral heatmap as a guide for sector prioritisation)

2. Collect core data for project/asset
i. At minimum, set/get an amount for potential loan size (exposure to the asset) and estimate total value of the client/project/asset
ii. Where available, get the client’s reported GHG emissions inventory

3. Estimate client/project emissions in the following order of preference
i. Option A: Use client-reported emissions if the client has reliable and verified emissions data; alternatively:
ii. Option B1: Use sector/regional emissions intensity – apply an average emissions factor (e.g. tCO2e per unit output) multiplied by total annual production volume; or: 
iii. Option B2: Use sector/regional emissions intensity – apply an average emissions factor (e.g. tCO2e per unit revenue) multiplied by total annual revenue of client; or 
iv. Option B3: Use third-party observed and credible data (e.g. Climate TRACE asset-level emissions using satellite observations); or: 
v. Option C: use proxy approaches – apply credible sectoral or country-wide proxies

4. Calculate attribution factor
i. Use the standard attribution factor formula as per PCAF recommendations
ii. Best practice is to use ‘enterprise value including cash’ (EVIC) where available; if not, use total assets or project value

5. Calculate financed emissions
i. Use the standard financed emissions formula as per PCAF recommendations

6. Assess data quality
i. Use  PCAF data quality scoring to self-assess confidence in estimated value
· 1 – high quality, independently verified client data
· 2 – primary client data, not verified
· 3 – sector/regional averages or proxies
· 4 – regional or sectoral proxy estimates
· 5 – very rough estimates or unknown sources
ii. Record the data quality score alongside the estimated financed emissions value

7. Document and report
i. Record all calculation steps, data sources, assumptions and data quality for each exposure
ii. Integrate findings into decision-making, transition risk monitoring (see Tool 9), client engagement and portfolio reviews
iii. Report transparently as required
iv. Aim for better coverage and higher quality data over time

Useful worksheets for financed emissions calculations are available here.



Guidance 8b: Example calculation of financed emissions
Formula for calculating emissions based on economic activity using an emissions intensity factor
· 


Formula for calculating attribution factor
·  

Formula for calculating financed emissions
·  Reported/e


Table 12. Example calculation of financed emissions for Agrifood Inc.
	#
	Variable name
	Source
	Value

	1
	FI exposure to Agrifood Inc ($)
	Internal data
	1,000,000

	2
	Agrifood Inc annual revenue ($)
	Client-reported data
	2,000,000

	3
	Agrifood Inc enterprise value including cash (EVIC in US$)
	Client-reported data
	10,000,000

	4
	Dairy sector average emissions 
(tCO2e per US$1000 revenue) 
	From literature
	1.5

	5
	Estimated client emissions (tCO2e/yr)
	Derived from formula 
(using variables 2 and 4)
	3,000

	6
	Attribution factor (%)
	Derived from formula 
(using variables 1 and 3)
	10

	7
	Financed emissions (tCO2e/yr)
	Derived from formula 
(using variables 5 and 6)
	300





Reference 8c: Useful resources for financed emissions calculations
A list of useful references to source guidance and empirical values for financed emissions variables.

1. GHG Protocol Lifecycle Databases (free) – a comprehensive third-party repository for emission factors and life cycle inventory data for corporate value chain (Scope 3 assessments), essential for calculating upstream and downstream financed emissions.
2. Gov.UK emission factors (free, useful as proxies) – annual conversion factors across multiple emission sources and sectors, widely used by UK and international organisations for standardised GHG reporting where company-specific data is unavailable. 
3. IEA emissions-related data and statistics (free and paid) – authoritative datasets on global energy production, consumption and associated emissions by sector and geography, critical for benchmarking financed emissions in energy portfolios.
4. IPCC emissions factors (free) – open-access database of peer-reviewed emission factors and other parameters across sectors and regions, supporting higher-tier methodologies for national and corporate GHG inventories.
5. Exiobase supply-use and input-output tables with emissions (free and paid) – a multi-regional environmentally-extended input-output database (covering around 50 countries and 150 industries) enabling supply chain analysis for financed portfolios through economic activity mapping.
6. ClimateWatch GHG emissions data (free) – open-access visualisation platform providing historical emissions data by country, sector and GHG type.
7. IMF emissions factors (free) – country-level GHG emissions datasets enabling sovereign emissions assessments for fixed income portfolios and macro-level climate risk analysis.
8. Global LCA Data Access (portal for lifecycle data providers, paid) – interoperable network providing standardised access to around 80,000 lifecycle inventory datasets from multiple providers.
9. Joint Impact Model (paid) – web-based PCAF-aligned tool quantifying financed emissions (Scope 1, 2, 3) for corporate lending portfolios in developing countries using Global Trade Analysis Project (GTAP) economic data.
10. PCAF resources (paid) – global GHG reporting standard for FIs providing harmonised methodologies for measuring financed emissions across seven asset classes.
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