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Scaling Transition Finance and
Real-economy Decarbonization

CLIMATE
SOLUTIONS

Four key transition
financing strategies
allow financial
institutions to
reduce real-

. economy emissions.

TRANSITION
FINANCE

Currently used
metrics may not
always be sufficient

to identify the a

opportunities with
the greatest
decarbonization
potential across the

four strategies.

Part | —Refines Attributes for identification of
the four key transition financing strategies

CLIMATE

SOLUTIONS

Real-economy emission
reduction

Expectations of net-zero
alignment

Established net-zero
commitment/ambition

Established net-zero
targets (set to pathway)

Net-zero transition plan
(or phaseout plan)

. Additional KPIs (where
applicable)

Performance

Part Il —Outlines quantification methods for
decarbonization contribution

Introduces the concept of Expected
Emission Reductions (EER) which are
calculated using different methodologies,
depending on the transition financing
strategy.

Avoided Emissions
based on Life Cycle Analysis

Emissions Reduction Potential

For both methods, EER calculation
encompasses three steps:

1. 2.
Benchmark Projection

Look ahead

Early adoption and
piloting of the
nascent approaches
is expected to lead
to refinements over
time.

Relationship to
other frameworks

Data availability,

consistency, and quality

o

Methodology issues and
concepts

7
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https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_-Managed-Phaseout-of-High-emitting-Assets_June2022.pdf
https://assets.bbhub.io/company/sites/63/2023/11/GFANZ-Financing-the-Managed-Phaseout-of-Coal-Fired-Power-Plants-APAC-December-2023.pdf
https://assets.bbhub.io/company/sites/63/2023/11/GFANZ-Financing-the-Managed-Phaseout-of-Coal-Fired-Power-Plants-APAC-December-2023.pdf
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CLIMATE
SOLUTIONS . Real-economy emission reduction

i. Includes both direct and/or indirect real -economy emissions reductions
ii. Not leading to lifetime emissions expansion of phaseout assets

* Solutions

* Enablers

. Nature-based solutions . Expectations of net-zero alignment Includes considerations of near- and medium-term timelines and pathways

. Established net-zero commitment/ambition Commitment/ambition to reach net zero

ALIGNED Established net-zero targets (setto a plan) Appropriate KPIs to monitor progress (Emissions, Transition -based)
&
ALIGNING Aligned only: established and being implemented
. Net-zero transition plan (or phaseout plan) Aligning only: developing
Managed Phaseout only: phaseout plan

D. Additional KPIs (where applicable) Any other KPIs relevant for decarbonization/transition progress

Aligned only: actual performance against targets — two years continuous
E. Performance Aligning only: increasingly meaningful progress towards targets
Managed Phaseout only: actual performance regarding asset phaseout
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