Net zero explainer
Why focus on net zero in 2021?
With the UN Climate Change Conference (COP 26)1 to take place in 2021, the Race to Zero2
is gaining momentum and companies are signing up and making ‘net zero pledges’.3 The
majority of The Chancery Lane Project’s content is either premised upon the goal of ‘net
zero’ by 2050, or uses net zero as an organising principle around which the contractual
clauses are structured. However, the concept of net zero can be meaningful or empty; an
ambitious target or one that aids greenwashing.

What is net zero?
The concept of net zero is not defined in the UNFCCC’s Paris Agreement4 and there is no
single definition used globally. The Intergovernmental Panel on Climate Change (the
United Nations body for assessing the science related to climate change, ‘IPCC’) defines net
zero as the state in which anthropogenic emissions of greenhouse gases (GHGs) to the
atmosphere are balanced by anthropogenic removals over a specified period.5 GHGs
include carbon dioxide, methane and nitrous oxide.6 Unless otherwise specified, all GHGs
are included within the concept of 'net zero'.7
Net zero can only be achieved through rapid and widespread transition in energy, land,
infrastructural and industrial systems.8 It requires substantial reductions in energy
demand and agricultural emissions, the decarbonisation of electricity and the removal and
storage of carbon dioxide from the atmosphere.9 There must also be a substantial change
in the way we demand conventional sources of energy and the way in which we generate
and consume energy.

Is net zero the same as carbon neutral?
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Net Zero, using the Science-Based Targets Initiative’s (SBTi’s) draft definition10, is distinct
from and more ambitious than ‘carbon neutrality’ (which is defined in standard PAS206011).
There are 4 key differences between the terms:12
1. The boundary of a net zero target includes global scope 1, 2 and 3 emissions of an
organisation, whereas carbon neutrality for an organisation only requires scope 1
and 2 emissions to be included, with scope 3 emissions not mandatory.
2. The boundary of a carbon neutral claim can refer to a specific product or service
instead of encompassing the whole organisation in the case of net zero.
3. Net zero targets must aim for emissions reductions to align to a 1.5°C science-based
target. The level of emissions reductions of a plan for carbon neutrality is not
specified.
4. The approach to residual emissions differs. Carbon neutrality allows offsetting for
any emissions without limit whereas at net zero only residual emissions should be
offset and they are expected to be ‘neutralised’ by emission removals rather than
‘compensated’ for by the avoidance or reduction of emissions outside of the
organisation’s value chain.13
For more information on the difference between these terms, see Oxford Net Zero’s
summary.14 For a discussion of Offsetting, please see TCLP’s Offsets, Insets and Credits
Explainer.

Why is it important to reach net zero by 2050?
Parties to the Paris Agreement (196 countries responsible for more than 90% of global
emissions) committed to ‘holding the increase in global average temperature to well below 2°C
above pre-industrial levels and pursuing efforts to limit the temperature increase to 1.5°C above
pre-industrial levels, recognizing that this would significantly reduce the risks and impacts of
climate change’.15
The 2018 IPCC Special Report made clear the vital importance of reaching net zero by
2050.16 The report also considered the impacts of global warming of 2°C above
pre-industrial times versus 1.5°C. It found that an increase of 2°C would increase the risk of
extreme drought and water scarcity, heavy precipitation events, ocean acidification,
species loss and extinction, reductions in cereal crop yields and harm to human health.17
Some risks, such as ecosystem loss, may be irreversible.18 The burden of these changes has
been and continues to be disproportionately experienced by vulnerable populations in low
and middle income countries.19 These changes and the most up-to-date physical

10

Science-Based Targets Initiative, Net-Zero; SBTi Foundations for Net Zero (‘SBTi Foundations
report’).
11
Why does carbon neutrality matter? | Benefits of PAS 2060.
12
Carbon Trust, Briefing: Net zero for corporates.
13
SBTi Foundations report, p7-8
14
Net Zero Climate
15
Paris Agreement, Article 2 1.(a).
16
IPCC Special Report.
17
IPCC Special Report p177–80.
18
IPCC Special Report p177.
19
IPCC Special Report p51.

understanding of the climate system and climate change have been further covered in the
IPCC report, AR6 Climate Change 2021: The Physical Science Basis.20

Figure 1. Trajectories of the Earth System in the Anthropocene.21
There is no safe level at which the global economy can continue to emit GHGs. Recognising
this and the urgent need to limit the effects of global warming, many governments,22
sub-national actors, businesses and communities have committed to net zero targets.
However, in order to meet net zero, the whole global economy must rapidly transition.
Even once the world stops using fossil fuels, carbon dioxide will remain in the atmosphere
and keep warming the planet for many years. To keep climate change within the 1.5°C
warming goal (explained below), global net human-caused emissions of carbon dioxide
must fall by approximately 45 percent from 2010 by 2030, to reach net zero around 2050.23
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Figure 2. 2100 Warming Projections for various scenarios.24

The path to net zero
The COVID-19 crisis triggered a significant uplift in pledges as part of a 'green recovery' by
major economies.25 Economic recovery from the pandemic presents an opportunity for the
world to close the gap between existing commitments and what is required to limit global
warming to meet the Paris Agreement goals.26 To ensure that the recovery from COVID-19
is sustainable, climate action and ambition must be accelerated towards COP26 and
beyond.27 For the public, private and community sectors, the need for resilience is clearer
than ever.
There is increasing pressure on all actors to map out their transition pathway to achieve
net zero targets. A lot of thought has been given by governments, non-governmental
organisations (NGOs) and other bodies to the concept of net zero to assist companies in
understanding, setting and achieving net zero targets. However, the path to net zero is
currently not clear. Not all net zero based targets are equal and its definition and transition
pathways can be diverse and inconsistent.28
Prominent climate scientists have described the concept of net zero as a dangerous trap,
replacing the sense of urgency to curb emissions now with a ‘burn now, pay later
approach’, that over-relies on offsetting and removal technologies that have not been
proven at the scale required.29 Proponents of the concept of net zero argue that it has
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triggered authentic climate action and is gathering momentum to be a catalyst to avert a
climate catastrophe.30 Two standard setting initiatives seeking to ensure that net zero
targets are used responsibly are the SBTi31 and the UNFCCC Race to Zero campaign (RTZ)32.
The SBTi is developing the first global science-based standard for net zero targets.33 Their
recommendations aim to give companies confidence and clarity when setting net zero
targets.34
The RTZ campaign mobilises thousands of companies, cities, universities and other
organisations to join the Climate Ambition Alliance. The objective is to build momentum
around the shift to a decarbonized economy ahead of COP26. This will signal to
governments that business, cities, regions and investors are united in meeting the Paris
Agreement goals and creating a more inclusive and resilient economy.35 RTZ has set
minimum-criteria that participants must meet. These represent the 'starting line' and
indicate that they have begun to align their organisation with net zero (it does not
necessarily imply that the actor is on track to meet its net zero pledge). The minimum
criteria are to pledge, plan, proceed and publish. For further information, see here.
As business strategies align with net zero ambitions, the role of climate-conscious
contracting cannot be underestimated. The contracts and model laws drafted today will
create a pathway to, and have a profound impact on, the success of the race to net zero
and restructuring of the global economy. Lawyers can lead the way on this, both by
drafting the solutions and considering their own climate impact and scope 3 emissions.

Points to be considered when drafting net zero clauses
The following explanatory notes correspond to the seven rows of our Net Zero Dashboard.
Please see our Net Zero Drafting Checklist to apply these to drafting to improve the
consistency and transparency of net zero clauses.
1. Scope
Measuring the carbon footprint of an organisation, product or process involves deciding
which GHG emissions will be included. This is often done using the Greenhouse Gas
Protocol’s ‘scoped’ approach:36
●
●
●
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Scope 3 – indirect emissions associated with company activities from sources not
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There is consensus that targets should aim to cover all gases and all activities and scopes.37
There is less consensus on the degree of Scope 3 coverage permissible or possible, due to
issues like double-counting, data availability, and responsibility and control.
2. Warming
Even if net zero is reached by 2050, the decarbonisation pathway taken will determine the
cumulative emissions made, which in turn determines how much the earth warms. There
is consensus that we should reach net zero at 2°C and, ideally, 1.5°C of warming.38 This is
one area where the concepts of ‘carbon neutrality’ and ‘net zero’ differ. Carbon neutrality is
an accreditation under PAS2060, and requires a carbon reduction plan, but no specific level
of ambition for degree warming is prescribed.
3. Targets and Timing
There is consensus that we should reach net zero by 2050, set interim targets, and act
immediately.39 There is less consensus on the pace and pathways for decarbonisation.
Many governments and organisations have modelled a variety of decarbonisation pathways
and often pathways are specified for sectors and regions. There has been little
consideration of the need to be net negative post-2050, although this is required to
maintain net zero. Net negative is where a company's actions to reduce its GHG emissions
and remove them from the atmosphere exceed its unabated GHG emissions.
4. Offsetting
There is consensus that a mitigation hierarchy should be adhered to (reduce emissions
before offsetting), that any offsets used meet robust standards (e.g. additionality,
permanence, verifiability, etc.) and that a company should specify its offsetting approach,
in terms of avoided emissions, reductions, or removals.40 There is less consensus on the
precise criteria for measuring offset quality,41 the offsetting approaches permissible and
how to set carbon prices, determine residual emissions and ensure all offsets are
compatible with a global carbon budget.42
5. Governance
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There is consensus that good climate governance entails formal, top-level commitment,
interim targets, transparency through regular reporting and tracking, and clear plans with
specific operational implications.43 There is less consensus on the best methods of carbon
footprint measurement and analysis, the best disclosure frameworks, and other best
practices.
6. Just Transition
There is consensus that businesses, cities, states and regions, investors, universities, and
others should move to net zero, but scope and timing of an organisation's transition may
differ due to capacity, responsibility and other factors.44 There is less consensus on how
much weight just transition principles might carry when set against the need for rapid
decarbonisation. For example, what principles govern decisions around who should be
allowed to decarbonise more slowly in order to account for just transition considerations?45
7. Climate Policy Engagement
There is consensus that corporations' lobbying activities, trade association membership
and public policy stances should be Paris-aligned.46 There is less consensus on what entails
responsible climate policy engagement, and the best practices around this.
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