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frameworks (because their definition 
of net-zero and measured KPIs are 
wrong). 

Alongside traditional risk-return 
considerations, sustainability is be-
coming increasingly important in in-
stitutional investors’ decision-making 
processes. Sustainability-related infor-
mation and ESG risks are nowadays 
standard factors in investment deci-
sions. Through carbon standards like 
the GHG Protocol, SBTi and PCAF, 
businesses are stimulated to report on 
and to reduce their carbon emissions. 

These standards are useful tools for 
companies and investors in their path 

to decarbonisation, requiring transpar-
ency on GHG emissions. Besides these 
standards, under the EU’s Sustainable 
Finance Disclosure Regulation, asset 
managers must collect ESG metrics 
from their portfolio companies and re-
port on “principal adverse impact indi-
cators”, such as scope 1, 2 and 3 GHG 
emissions. 

But what if this sustainability infor-
mation is not reflecting the path to net 
zero fairly? What if it leads to favoring 
the acquisition of existing renewable 
energy projects over developing new 
renewable energy projects? What if it 
treats actions that make no incremental 

“Without 
investments that 
deliver additionality, 
delivering the energy 
transition and halting 
climate change  
are not possible”

We assume three companies within the energy sector 
in one country. Company A is an investment in an 
existing ‘brownfield’ wind farm, Company B is an 
investment in a new ‘greenfield’ wind farm, and 
Company C is an investment in an existing ‘brownfield’ 
coal-fired power plant. The investments in wind parks 
are providing zero-carbon electricity to the grid, 

while the investment in Company C generates carbon 
emissions since the generated electricity is fossil-based. 
When applying the current metrics on Company A and 
B, Company B is being penalised for the construction-
related emissions while not receiving any credits for 
the additional renewable electricity capacity it provides 
to the grid.

Additionality of greenfield development is not captured by current sustainability reporting

Company A
Investing in existing 
wind farm (brownfield)

Company B
Investing in 
development of new 
wind farm (greenfield)

Company C
Investing in existing 
coal-fired power plant 
(brownfield)

Characteristics Captured in sustainability 
reporting mechanisms?

How are they captured? Overall captured 
performance

Providing carbon-
free electricity to 
consumers

Providing carbon-free 
electricity to users

Increased renewable 
energy capacity on 
the market

Increased GHG
emissions from
construction activities

Providing fossil-
based electricity to 
consumers

Captured

Captured

Not captured

Captured

Captured

Direct GHG emissions
(scope 1 and 2)

Annually avoided 
GHG emissions (scope 4)

Direct GHG emissions
(scope 1 and 2)

Annually avoided 
GHG emissions (scope 4)

Indirect GHG emissions 
for entire construction 
phase (scope 3)

Direct GHG emissions 
annually (scope 1 and 2)
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