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Executive Summary

As the global consensus on addressing climate change increases, low-carbon transition has
become an inevitable trend for the sustainable development of financial institutions. Carbon
accounting is a fundamental step for financial institutions to effectively identify and manage climate-
related risks, and accurately support green and low-carbon transition economic activities.

Globally, increasing financial institutions have been conducting carbon accounting. For
example, the Partnership for Carbon Accounting Financials (PCAF) have been established
with more than 500 financial institutions to conduct carbon accounting on their investment and
financing. In China, as a key pillar in green finance system development, financial authorities
and regulators attach great importance to carbon accounting. Since 2021, the People's Bank
of China (PBoC) has been leading the research on carbon accounting standards to guide
for financial institutions' practices. In 2024, the PBoC and relevant ministries issued the
Guiding Opinions on Further Strengthening Financial Support for Green and Low-Carbon
Development, which further clarified the requirements for carrying out carbon accounting, and
establishing and improving relevant building blocks, such as carbon accounting methods and
databases for financial institutions.

However, challenges remain for commercial banks to conduct comprehensive carbon
accounting, due to inconsistent standards and incomplete carbon emissions data, etc. To
promote and support financial institutions carbon accounting, this report compares the
current major carbon accounting methods, analyzes the carbon accounting cases of eight
international and domestic banking financial institutions, and highlights the applicable
experience for reference. Meanwhile, studying Chinese commercial banks' carbon
accounting, this report proposes policy recommendations taking into consideration of
the perspectives of industry ministries, financial regulators, local governments, financial
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institutions and third-party organizations.

The report reviewed the practices of four commercial banks from Europe and North America
and four Chinese commercial banks of various scale. Banks from Europe and North America
are selected from members of the PCAF, who have incorporated comprehensive greenhouse
gas (GHG) accounting, managing emissions at the operational level in alignment with
their respective developmental strategies. In addition, they have also implemented carbon
accounting for their investment and financing, although they adopt various methodologies at
different granular levels. The selected international banks started with carbon intensive projects
in their portfolio and gradually expanded to a wider coverage of industries. Domestically, the
report selected four banks from Chinese state-owned, joint-stock, city and rural commercial
banks repectively. These banks have all accounted for their Scope 1 and Scope 2 GHG
emissions at the operational level, yet have not accounted for Scope 3 GHG emissions.
Notably, two commercial banks have explored carbon accounting for their investment and
financing for carbon-intensive sectors and focusing primarily on total carbon emissions as the
key accounting indicator.

Challenges remain for Chinese banking financial institutions in conducting carbon accounting,
which are mainly reflected in the following areas: First,existing carbon accounting standards
primarily cover carbon-intensive industries, and there’s a lack of standards for other industries
on carbon accounting. Second, the banking institutions find it difficult to access publicly
available and comprehensive official carbon emission data, which undermines the quality
of carbon accounting. Third, the carbon accounting capabilities of banking institutions need
improvement. And there’s urgent need for enhanced professionals training, technological tools
empowerment and the institutional development for carbon accounting.

To further advance the carbon accounting of Chinese financial institutions and promote the high-
quality development of the financial sector, this report proposes the following recommendations:

1. It is suggested that relevant industry ministries and commissions speed up the development
of unified carbon accounting standards for key industries, guide enterprises to carry out carbon
accounting and improve the quality of data accuracy.
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2. Regulatory authorities could further guide financial institutions to carry out carbon
accounting practices, especially carbon accounting for investment and financing, through
standard construction and other means, and incorporate carbon data into the application of
risk management, client access and product innovation.

3. Local governments could promote innovation in carbon accounting practices among local
banks and enterprises through issuing guiding policies and incentive mechanisms, and
establishing data-sharing platforms such as carbon accounts.

4. Banking financial institutions could strengthen their carbon accounting capabilities by
forming specialized teams, utilizing fintech tools to improve accounting efficiency in data
collection, cleaning and sharing, and ensuring the strategic planning, product innovation, and
risk management are informed by and responsive to the accounting outcome.

5. Third-party institutions could deepen research on carbon accounting, innovate methods and
tools, to support financial institutions in improving carbon accounting accuracy, and provide
data-sharing services.
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1.2 AR E R RERE THREE
Sustainability Disclosure is based on Carbon Accounting
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52024 F 3 AEBEMNERIISFRZZERS(U.S. Securities and Exchange Commission,SEC) (S
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A4 ENZE R 2 (International Sustainability Standards Board,ISSB) 4% T (SIRHEXINE
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B0 (A ATREUR B AN —BEAEN (ERERR) ) ° (FF (ERERRE) ) , #—5M
BT R EIRSE RIRE.
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’European Union. CSRD Directive. https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:320221.2464

*U.S. Securities and Exchange Commission. SEC Adopts Rules to Enhance and Standardize Climate-Related Disclosures
for Investors.

https://www.sec.gov/newsroom/press-releases/2024-31

“IFRS. ISSB issues inaugural global sustainability disclosure standards
https://www.ifrs.org/news-and-events/news/2023/06/issb-issues-ifrs-s1-ifrs-s2/

P EEIISERGH . X T A% (LBIERBHR EHATEZKNEIESIE 14 5—aIRF8LBIRE (%17 ) K@
http://www.sse.com.cn/lawandrules/sselawsrules/stocks/mainipo/c/c_20240412_5737862.shtml

S i \REMEMBERSITE . FTER (B S aN—R2408N (ERERR) ) ENME
https://kjs.mof.gov.cn/gongzuotongzhi/202405/t20240527_3935674.htm
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Methodologies of Operational Carbon Accounting
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' REBIMEEMIL . R (RTFINREIS—IERBHRST B RSEAR) FEH
https://www.gov.cn/zhengce/zhengceku/2022-08/19/content_5706074.htm

° AAFN REERFIZERIE . https://mp.weixin.qq.com/s/UG-ktJRt8j-0wWrzSLhpaA
'“GHG Protocol. https://ghgprotocol.org/corporate-standard
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Methodologies of Financed Emission Accounting
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