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Key TakeawaysAuthors

• Earlier this year, Breckinridge signed on 
as a member of the Partnership for Carbon 
Accounting Financials (PCAF), furthering 
the global effort to bring greater consistency 
to measuring and disclosing financed 
greenhouse gas (GHG) emissions. 

• By joining PCAF, Breckinridge advances 
its commitment to transparency and high-
quality emissions disclosures. 

• Breckinridge’s Rob Fernandez, CFA, director, 
ESG Research, discussed the company’s 
decision and the efforts of PCAF with Joshua 
Perez, CFA, director, Corporate Research, and 
Senior Research Analysts Evan Lassow, CFA, 
and Joshua Stein, CFA. 
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Rob Fernandez: PCAF’s development of the Global GHG 
Accounting and Reporting Standard for Financial Industry 
created a focal point for financial institutions to collaborate 
on measuring and addressing GHG emissions. I am excited 
for the progress that PCAF made in just the couple of years 
since its launch globally in 2019. 

Josh Perez: Through PCAF’s work, financial institutions 
will be able to utilize a defined methodology to consistently 
measure, better understand, and disclose the emissions 
associated with portfolio investments. 

PCAF’s efforts to create a commonly accepted set of 
standards for GHG reporting and disclosure is a galvanizing 
milestone for a range of financial firms around the world as 
they begin to account for portfolio emissions and begin to 
set emissions reductions targets. Now more than 300 global 
financial institutions are helping each other to assess and 
disclose GHG emissions of loans and investments.

The standard is used to calculate GHG emissions of 
corporate/business loans, real estate loans, motor 
vehicle loans, equity and bond investments, insurance 
liabilities, and other financial products and services. It 
brings structure to attributing emissions stemming from 
various investment securities to investment portfolios. The 
standard will improve reporting and provides the type of 
consistency that analysts have long been eager for.

Josh Stein: Banks, asset managers, insurance companies, 
and other financial institutions can use the PCAF standard 
to measures GHG emissions financed by a portfolio of loans 
or investments, for example. The measurement is referred 
to as financed emissions. As investors increasingly seek 
to reduce emissions financed by their investments, the 
importance and influence of the standard is growing.

Evan Lassow: I see this as consistent with Breckinridge’s 
tenured integrated ESG process. Breckinridge started 
integrating environmental, social and governance (ESG) 
factors in fixed income security research more than a 
decade ago. Then, accessing consistent and comparable 
data across industries and sectors was a challenge. Today, 
it remains an issue in many respects. PCAF’s work and the 
involvement of so many financial institutions globally are 
important to addressing the challenge for measuring and 
managing Scope 3 GHG emissions, specifically.

RF: That’s true, Evan, and we have been intentional 
about that over the years as part of our commitment 
to environmental, social and governance (ESG) and its 
development. I would include our collaboration with peers, 
non-government organizations—like PCAF—and thought 
leaders. Becoming a PCAF member follows our partnerships 

with Ceres and SASB, our advocacy for the Task Force on 
Climate-Related Financial Disclosures (TCFD) standards, 
and our involvement with the CDP. TCFD embedded the 
standard into its financial sector recommendations.

EL: Right. Our Corporate Sustainability Report includes more 
on those partnerships.

RF: That’s true. Measuring GHG emissions, specifically, is 
gaining a higher profile now, especially after COP26.

JP: Absolutely. especially in advancing the growing global 
commitment among businesses and governments towards 
achieving Net Zero emissions. 

PCAF collaborates with the International Investors Group 
on Climate Change (IIGCC) Paris Aligned Investment 
Initiative, which points to the standard as the leading 
accounting approach underpinning the Net Zero Investment 
Framework (NZIF). 

We reported on our decision to join the Net Zero Asset 
Managers initiative in the Corporate Sustainability Report, also.

The emergence of net zero investment approaches reflects 
a broadening support of the goal of achieving net zero GHG 
emissions by 2050 or sooner, in line with global efforts to 
limit warming to 1.5 degrees Celsius. Central to that effort is 
to take account of portfolio emissions and to invest aligned 
with achieving net zero emissions. The PCAF’s standardized 
framework in accounting for financed emissions is a major 
step to implementing and measuring reduction in GHG 
emissions and implementing a GHG reduction strategy.

JS: In addition to GHG measurement and reporting, there 
is a heightened level of attention to ESG reporting. PCAF’s 
work will prove supportive of enhancements to the analysis 
of climate-related risk mitigation. S&P says that 90 percent 
of major U.S. companies now issue annual reports to 
outline ESG practices, programs, and policies, compared to 
just 20 percent a decade ago.1 

As we have spoken about before, the Securities and 
Exchange Commission’s proposed rulemaking on climate-
related disclosures may be a substantive source of support 
for work like that being undertaken by PCAF.

RF: That is because PCAF provides a standardized approach 
that allocates emissions from individual investment 
securities to an investment portfolio based on the concept 
of overall ownership. This is a more robust approach than 
using a market value adjustment because investors can 
more clearly define a specific level of financed emissions 
that considers the overall size of the portfolio. 

https://www.breckinridge.com/2021-corporate-sustainability-report/collaboration/
https://www.breckinridge.com/2021-corporate-sustainability-report/net-zero/
http://\\bcafs\Users$\jdurning\ESG Newsletter\Q4 2022\PCAF\would require registrants to include certain climate-related disclosures in their registration statements and periodic reports.
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JP: I also believe the growth in adoption of PCAF’s standard 
by financial institutions sets it apart.

The European Banking Authority, the U.S. Securities and 
Exchange Commission, and the International Sustainability 
Standards Board (ISSB) all reference the PCAF standard in 
their proposals. 

Rob, you mentioned TCFD and SBTi, also, the standard 
enables financial institutions to answer CDP’s Climate 
Change Questionnaire for Financial Services.

JS: Going forward, Breckinridge will be a member of the 
PCAF North America team, and we are using the standard 
in accounting for the financed emissions stemming from our 
corporate bond assets under management. We look forward 
to collaborating with other PCAF members to further identify 
best practices. Finally, speaking of PCAF members, we’d 
like to thank Lauren Compere at Boston Common Asset 
Management, a PCAF Global Core Team member, for helping 
us learn more about the initiative and its commitments. 

As a PCAF member, we are taking an important step to 
assess climate-related risks as we begin to set targets in 
line with the Paris Climate Agreement and develop effective 
strategies to decarbonize.
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PCAF’s Global GHG Accounting and Reporting Standard for the 
Financial Industry is represented below: 

The financed emissions of 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 is calculated as follows:

The attribution factor represents the proportional share of a given company—that is, the ratio 
of the outstanding amount to Enterprise Value Including Cash for listed companies:

For listed companies:

PCAF’s Global GHG Accounting and Reporting 
Standard for the Financial Industry is 
represented below:
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FOOTNOTES:
1.  “2020 S&P 500 Flash Report,” Governance & Accountability Institute, July 2020.

DISCLAIMER: This material provides general and/or educational information and should not be construed as a solicitation or offer of Breckinridge services or 
products or as legal, tax or investment advice. The content is current as of the time of writing or as designated within the material. All information, including 
the opinions and views of Breckinridge, is subject to change without notice. 
There is no assurance that any estimate, target, projection or forward-looking statement (collectively, “estimates”) included in this material will be accurate or 
prove to be profitable; actual results may differ substantially. Breckinridge estimates are based on Breckinridge’s research, analysis and assumptions. Other 
events that were not considered in formulating such projections could occur and may significantly affect the outcome, returns or performance.
Not all securities or issuers mentioned represent holdings in client portfolios. Some securities have been provided for illustrative purposes only and should not 
be construed as investment recommendations. Any illustrative engagement or ESG analysis examples are intended to demonstrate Breckinridge’s research 
and investment process. 
Past performance is not a guarantee of future results. Breckinridge makes no assurances, warranties or representations that any strategies described herein will 
meet their investment objectives or incur any profits. Any index results shown are for illustrative purposes and do not represent the performance of any specific 
investment. Indices are unmanaged and investors cannot directly invest in them. They do not reflect any management, custody, transaction or other expenses, 
and generally assume reinvestment of dividends, income and capital gains. Performance of indices may be more or less volatile than any investment strategy.
Performance results for Breckinridge’s investment strategies include the reinvestment of interest and any other earnings, but do not reflect any brokerage 
or trading costs a client would have paid. Results may not reflect the impact that any material market or economic factors would have had on the accounts 
during the time period. Due to differences in client restrictions, objectives, cash flows, and other such factors, individual client account performance may differ 
substantially from the performance presented.
All investments involve risk, including loss of principal. Diversification cannot assure a profit or protect against loss. Fixed income investments have varying 
degrees of credit risk, interest rate risk, default risk, and prepayment and extension risk. In general, bond prices rise when interest rates fall and vice versa. 
This effect is usually more pronounced for longer-term securities. Income from municipal bonds can be declared taxable because of unfavorable changes in 
tax laws, adverse interpretations by the IRS or state tax authorities, or noncompliant conduct of a bond issuer.
Breckinridge believes that the assessment of ESG risks, including those associated with climate change, can improve overall risk analysis. When integrating 
ESG analysis with traditional financial analysis, Breckinridge’s investment team will consider ESG factors but may conclude that other attributes outweigh the 
ESG considerations when making investment decisions. 
There is no guarantee that integrating ESG analysis will improve risk-adjusted returns, lower portfolio volatility over any specific time period, or outperform 
the broader market or other strategies that do not utilize ESG analysis when selecting investments. The consideration of ESG factors may limit investment 
opportunities available to a portfolio. In addition, ESG data often lacks standardization, consistency and transparency and for certain companies such data 
may not be available, complete or accurate.
Breckinridge’s ESG analysis is based on third party data and Breckinridge analysts’ internal analysis. Analysts will review a variety of sources such as 
corporate sustainability reports, data subscriptions, and research reports to obtain available metrics for internally developed ESG frameworks. Qualitative ESG 
information is obtained from corporate sustainability reports, engagement discussion with corporate management teams, among others. A high sustainability 
rating does not mean it will be included in a portfolio, nor does it mean that a bond will provide profits or avoid losses.
The effectiveness of any tax management strategy is largely dependent on each investor’s entire tax and investment profile, including investments made 
outside of Breckinridge’s advisory services. As such, there is a risk that the strategy used to reduce the tax liability of the investor is not the most effective for 
that investor. Breckinridge is not a tax advisor and does not provide personal tax advice. Investors should consult with their tax professionals regarding tax 
strategies and associated consequences.
Federal and local tax laws can change at any time. These changes can impact tax consequences for investors, who should consult with a tax professional 
before making any decisions.
Separate accounts may not be suitable for all investors.
The content may contain information taken from unaffiliated third-party sources. Breckinridge believes the data provided by unaffiliated third parties to be 
reliable but investors should conduct their own independent verification prior to use. Some economic and market conditions contained herein have been 
obtained from published sources and/or prepared by third parties, and in certain cases have not been updated through the date hereof. All information 
contained herein is subject to revision. Any third-party websites included in the content has been provided for reference only.
Certain third parties require us to include the following language when using their information:
BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg does not approve or endorse 
this material or guarantees the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained 
therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or damages arising in connection therewith. 
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https://www.ga-institute.com/ga-research-collection/sustainability-reporting-trends/2020-sp-500-flash-report.html

