
APPENDIX I

Carbon footprint methodology
Investment greenhouse gas accounting 
enables the quantification and management of 
greenhouse gas emissions, and is the first step 
towards understanding an investor’s impact on 
climate change. Measuring the climate impact of 
an investment portfolio requires several steps. 
First, it is important to understand what the 
climate impact of each underlying investment 
is. Second, it is necessary to define how a 
company’s climate impact is allocated to an 
investor. The methodology used by ISS-Ethix 
Climate Solutions has been developed jointly 
with researchers of the swiss federal institute of 
technology (ETH) in Zurich and represents the 
state of the art of such assessments.

OWNERSHIP PRINCIPLE AND
ALLOCATION RULES

In line with the greenhouse gas protocol’s 
'ownership principle', the greenhouse gas 
accounting approach allocates the emissions 
to those investors who 'own' and can change 
them. This is the equity investor, as it owns part 
of a company and therefore, in theory, part 

of the company’s greenhouse gas emissions. 
In accordance, the greenhouse gas emissions 
are proportionally allocated 'per share' to the 
investor. If an investor owns 0.1% of a company, 
0.1% of the company’s greenhouse gas emissions 
have been apportioned. On a fund level, these 
greenhouse emissions are aggregated based on 
the respective ownership of each holding. We 
used the enterprise value instead of the market 
cap for normalisation, in order to be able to 
combine corporate bonds and equity holders 
and their carbon responsibility, and avoid double 
counting.
 
INTENSITY METRICS

There are two main metrics used by investors to 
present the results of a carbon footprint. Each 
metric serves a different purpose and there is 
currently no standard that unifies investors´ 
efforts. The primary intensity metric of emissions 
per euro invested, attributes an investment’s 
share of emissions to the investor. However, 
the secondary metrics are provided as well and 
described on the next page.

Emissions per euro invested:
This metric (figure 11) displays how many tonnes 
of CO2e an investor would finance in relation to 
the respective ownership in a certain company 
or portfolio. The metric describes the carbon 
intensity of an investment amount. A company’s 
share of emissions is determined by the value of 
shares held divided by the company’s enterprise 
value. For this to be accurate, it is important 
to control for the date of measurement and 
financial information used.

Weighted Average Carbon Intensity:
This is a metric (figure 12) derived directly from 
the Task Force on Climate-related Financial 
Disclosures (TCFD) recommendations, which 
cite it as a key metric for companies to use 
in their disclosure. The metric calculates 
a portfolio’s exposure to carbon-intensive 
companies, expressed in tCO2e/€m revenue. 
As stated by the TCFD, ' this metric measures 
exposure to carbon-intensive companies and 
addresses many of the concerns raised. For 
example, the metric can be applied across 
asset classes, is fairly simple to calculate, and 
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does not use investors’ proportional share of 
total equity and, therefore, is not sensitive to 
share price movements.' It does however also 
mean that this cannot be considered a carbon 
footprint, as it does not take absolute impact 
into account.

SCOPES AND GREENHOUSE GASES

Greenhouse gas accounting distinguishes 
between direct emissions from own operations 
(also known as scope 1 emissions) and indirect 
emissions. Indirect emissions are usually divided 
into scope 2 and scope 3 emissions. scope 2 
emissions are all indirect emissions that stem 
from the generation of purchased energy (e.g. 
purchased electricity and heat) and are appor-
tioned according to the company’s consumption. 
Scope 3 emissions cover all other indirect 
emissions that occur in the value chain (up- and 
downstream), such as those from a company’s 
supply chain or product usage.
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FIGURE 18 EMISSIONS PER EURO INVESTED

FIGURE 19 WEIGHTED AVERAGE CARBON INTENSITY
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