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Building the groundswell of
voluntary into
ground rules for the economy

* This report is a product of radical collaboration across organisations working on accelerating non-state actor
climate action in support of the Paris Agreement, coming together to share findings, insights and perspectives. It
presents an overview of the current landscape across the voluntary climate leadership initiatives, and emerging
standards and regulations, and offers insights on how to dramatically accelerate from voluntary action to the adequate
standards, policies and regulations needed to deliver climate action at scale and achieve the mitigation goal of the
Paris Agreement - recognising the different circumstances, capacities and needs of different countries. It explores
some appropriate enabling environments and outlines the wide array of tools available, and highlights key questions
to address hereon, providing a thought piece for dialogue and consideration.



\ Executive Summary: Why Do We Need More? The Levers And Drivers Of Change
03 05 09 1 1 4 1 45 Subnational Regulation 46
Foreword: Introduction 5 Takeaways 5P’s Chapter 5 Chapter 6 National & International Standards 47
The danger - and The ambition loop from the report Standardising the '5 T T Policy & regulatory
?pportunities -we Ps’ of Race to Zero regulation actors and tools |ntel‘nati0na| Economic LaW 47
ace
Macroprudential Regulation 49
Where Are We Now? Securities Regulators 51
“ Procurement 51
1 9 25 International Trade 51
Chapter 1 Chapter 2 -
A mapping of voluntary An assessment of Competltlon Law 53
initiatives & standards current regulatory
progress- progress
Oxford Net Zero Oxford Net Zero
5 5 Corporate Policy Advocacy 56
2
Where Can We Get To? Chapter 7 Litigation 57
The drivers and
infl f
3 3 3 7 ?h:rfg«: e Ecocide 58
Chapter 3 Chapter 4 Market pressure and climate risk 59
Governing net zero: We need a systemic
“ the conveyor belt transformation Activism 59
model
Education 61
s Questions To Address Moving Forwards
6 5 Voluntary carbon markets, driving corporate action 66
and the pathway to regulation
Chapter 8
The issue of carbon | Regulating a price on carbon 67
pricing
Ensuring integrity and robust governance for carbon 68
dioxide removals
69 Standardising the vision of net 69
In this report, the High Level Climate Champions have convened a group of experts, zero across all industries
academics and practitioners from across 40 organisations to present insights to Chapter 9
accelerate this needed transformation. The perspectives presented throughout each Unresolved o ti lisina th inciol n 69
chapter of the report represent each author’s view and are not necessarily attributable questions for further Pera Jelrt ISII:Ig = R”"‘?'P 25 9
to all co-authors *or Global Ambassadors to the Race to Zero and Race to Resilience* experimentation fair share, equity and justice

CONTENTS CONTENTS


Fiona Macklin
Oxford Net Zero





IPCC REPORT

brief and rapidly
closing window

The danger - and opportunities - we face

Net zero targets now cover over 90% of the global economy. Yet fewer than one-fifth of net zero targets set by
national and subnational governments and only a third of the largest public corporates with net zero targets actually
meet science-aligned criteria, according to the Net Zero Tracker. Whilst alignment to the mitigation goal of the Paris
Agreement is increasing, global progress to limit temperature rise to 1.5C remains inadequate, exacerbating inequality
globally, threatening human dignity, worsening losses and damages which puts pressure on adaptive and resilience-
building capacities, and accelerating the destruction of nature.

Over the last decade, scientists have repeated and strengthened their stark warnings of the dangers we face. Each
new report highlights increasing risks, with scientists incontrovertibly warning that 1.5C is increasingly out of our
reach without urgent mitigation. In parallel, we have been faced recently with additional reasons to pursue efforts to
accelerate climate solutions: these solutions are also solutions to the Covid-19-induced socio-economic crises, and to
the global dependence on fossil fuels.

It is time for a pivot.

Against this backdrop of mushrooming net zero targets, Race to Zero has worked with partners and experts across the
globe and through the support of the Glasgow Finance Alliance on Net Zero to drive a race to the top by establishing
robust, science-aligned criteria for non-state actors to meet. Companies, investors, cities, states and regions, and
others in the campaign have shown that credible and immediate climate action is both possible and desirable. This
ambitious and growing voluntary action must now become the default starting point across the entire economy, and we
must work to ensure that all actors have robust, reliable and consistent information on the actions that they and others
are taking, to inform their own investments, purchases and policies. We must not allow greenwashing to undermine the
efforts of those who are leading with high ambition voluntary action.

However, we cannot rely on voluntary action alone to achieve the goals of the Paris Agreement. We need to re-
imagine a positive cooperation and collaboration between governments, regulators and the private sector to
correct market failures and provide enabling regulatory environments to unlock this opportunity and incentivise a
dramatically accelerated transformation to a 1.5C-aligned economy. States continue to strengthen national climate
targets and policies in line with commitments at COP26, and increasingly seek to implement these through national
legal frameworks. This report offers insight from non-state actors as to the challenges presented by incomplete and
fragmented global compliance framework and proposes how clear, consistent and harmonised global standards,
supported by harmonised implementing national regulation, may operate to promote and accelerate investment in
transition and transform voluntary non-state actor leadership into economy-wide action. Climate change mitigation,
adaptation and investment in transitioning to net zero are all global issues: the necessary cooperation and collaboration
is transnational and between geopolitical competitors - even adversaries.

We need all hands on deck.

As Global Ambassadors to the Race to Zero and Race to Resilience, we collectively welcome this report and urge all
stakeholders to wake up to this piercing alarm bell to accelerate the transition from voluntary leadership to globally
consistent standards in order to deliver a net zero world.

Mike Bloomberg Sarah Battouty Paul Polman
Dr Agnes Kalibata Feike Sijbesma Sheela Patel
Manuel Pulgar Vidal Saleem Huq Susan Chomba
Racquel Moses Emma Howard Boyd Xiye Bastida
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UN Climate Change Voluntary non-state climate action since the adoption of the Paris
High-level Champions HOW VOI u ntary Agreement has created significant expertise and political support for
I . t t' net zero-aligned standards, policy and regulation. The momentum built

c I ma e ac Io n and progress made by non-state actors has been substantial: under the

leadership of Race to Zero’s Partners, business models are changing,

bUlIdS a as are stakeholder and investor expectations. Technical standards
for defining 1.5C-aligned pathways are rapidly developing and data

road map to systems for measuring progress are becoming more sophisticated and
reliable.

regu Iatlon However, outside of Race to Zero, such '‘net zero’ targets vary
significantly in robustness: the lack of consistent, clear, transparent
Ambition loop standards, definitions, tracking mechanisms and approaches across
non-state actors has created a “deficit of credibility and a surplus of
confusion”, compromising efforts to mitigate urgently, as signalled by
the UN Secretary General at COP26.

In response, we see increasing efforts to set robust standards for

define a clear minimum floor net zero alignment, and to enshrine such requirements in regulation

and leadership practices for 1.5C-aligned and law. But these efforts remain fragmented and incomplete. Going

net-zero commitments forward, we need to build a stronger “conveyor belt” from voluntary
action to the rules governing the economy overall.

To achieve this, voluntary action must help inform and catalyse:

* * *

The harmonisation and The introduction of new The removal of regulations
strengthening of existing policies and regulation, in that currently inhibit
standards to resolve line with country capacities, ambitious action by non-
confusion and bring to tackle greenwashing, state actors.
coherence to a level the playing field, and
fragmented system; incentivise investment;

criteria _update

The major economies and global multinational corporations have the
responsibility to lead this shift, whilst ensuring that progress lifts up the
whole economy rather than driving a deeper wedge between countries
and stakeholders across different regions.

INTRODUCTION
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Corporates and financial institutions can
benefit from this transformation

First, global standards can resolve
confusion. Standards and mandatory
requirements for net zero are already
emerging in_a number of significant
jurisdictions (see Chapter 2 - An
assessment of current regulatory
progress), although the current
lack of alignment creates a risk of
fragmentation between competing
standards and regulations. This
potential  dissonance can lead
to increased costs and complex
approaches to reporting, which in
turn reduce action. Effective, relevant
and consistent climate policies can
offer more certainty for planning,
investments, purchases and
partnerships, and help corporations
better anticipate economic risks
and opportunities. Standards and
regulation clarify what good looks like
and help guide non-state actors in
reducing emissions, funding a rapid
transition and building resilience.

Second, international consistency
in standards and regulation can
help level the playing field and must
support development. Ensuring
consistency in global standards
mitigates cross border carbon
leakage and can help setup innovative
low carbon leaders to be globally
successful companies in the future.
Moreover, as governments strive to
jointly achieve climate targets, they
also need to power their economic
growth and development. Aligning
clear standards and policies with the
level of ambition required to set the
world back on a 1.5C trajectory can
support fair competition for members
doing the right thing via voluntary
initiatives, and can provide guidance
and supportive infrastructure for
SMEs and corporates in developing
economies. Regulation can help
remove barriers for leaders when any
cost of action hits their bottom line,
and can help ensure that laggards
step up and align with a minimum
level of action needed.

Thirdly, clear standards and
regulation incentivise and reward
investment, and correct market
failures. Non-state actors with clear
climate action plans and targets
already prevail in bids and tenders, as
well as capturing investor attention, in
large part because climate change
is one of the most significant risks on
any systemic risk register, for both
likelihood and impact.

Those that continue to sit on the
side lines of climate action will be
disadvantaged relative to those
devising strategies to reduce risk
and find competitive advantage in
a transforming, carbon-constrained
world.

However, in the face of climate
change as a market failure, where
huge costs and risks are imposed on
future generations who will suffer the
consequences that are not reflected
in current market prices, and where
even existing and identifiable costs of
physical, transition and legal climate
risk, and cost of greenhouse gas
emissions, are not reflected, states
need to take additional policy and
regulatory stepsto help correct market
failure and bring the cost of climate
to where it belongs enabling non-
state investors to make investment
decisions that reflect those costs.

State and non-state actor market
participants committed to net zero
have a self-interest in advocating for
international cooperation for greater
consistency of regulation globally
which can create the enabling
environment that they need to deliver
on net zero ambitions, financing
innovation and growth, and providing
the capital needed for a climate
positive economy.
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dramatically

We no longer have time to wait.
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Voluntary action is driving
progress in support of
country commitments; now
we need universal alignment
around the mitigation goal of
the Paris Agreement

Maintaining regional &
sectoral diversity is critical
for successful policies

3.

We need to shift the
paradigm to recognise
the benefits of stronger
standards & policies

More mature regulatory infrastructure
is not only a clear public interest; it is
also pro-business, pro-markets and
pro-competition. Non-state actors
can and should embrace and actively
help shape - rather than passively be
subject to - policy & regulation. Many
actors in the Race to Zero already
are, and these can set best practice
to inspire peers. The expertise
demonstrated by non-state actors
can help inform ambitious regulation
and policy making and avoid policy
missteps for which there is no time.
We must also recognise the power
of standards to bring alignment to
our collective action, and leverage
world class expertise from around the
globe to provide a robust foundation
for policy and regulation. We must all
‘learn by doing, together’!

5 TAKEAWAYS

4.

We can overcome headwinds
by governing net zero in a
dynamic way

Progress towards regulationis already
underway, but must exponentially
accelerate so that we win this race
by 2030. We don’t have time to wait:
we must overcome the headwinds
which often strangle or postpone
adequate regulation (such as anti-
climate lobbying, alignment around
the lowest common denominator,
inconsistencies across borders, short-
term competing priorities, resource &
capacity gaps for implementation). To
do so, we need a dynamic relationship
whereby  voluntary  commitments
interact with, evolve into and raise the
ambition of standards and regulatory
mechanisms, following a dynamic
“conveyor belt” model (see Chapter
3). There are multiple regulatory tools
and external influences available
which must align in a cohesive and
coherent way in order to effectively
and efficiently accelerate the needed
transformation.

5.

We need to come together in
radical collaboration

This is not a fight we can win in silos.
Achieving a global net zero state in
line with the Paris Agreement will
require collaboration across borders,
sectors, actor types and between
governments and non-state actors,
including geopolitical competitors -
and even adversaries.




RACE To ZERO's

STARTING LINE CRITERIA
(ALSO KNOWN AS THE 5 Pfs)

PLEDGE TO REAUH NET ZERO AS SOON As POssIBLE,
AND To CONTRIBUTE TO HALNING EMISSIONS BY 2030.

GFANZ
International Sustainability Standards Board (ISSB) European P ‘ PLAN
Financial Reporting Advisory Group (EFRAG) the U.S. Securities and Exchange =
Commission (SEC). International Workshop Agreement (IWA)'s Net Zero 7 / PUBL!OL‘/ DISCLOSE A TRANSITION PLAN
Guiding Principles !

INCLUDING ACTIONS BY 2030.

Race to Zero starting line criteria

TAKE ACTION TO ACHIEVE NET ZERDO,
CONSISTENT WITH YOUR TARGETS AND
CONTRIBUTING TO SECTOR BREAKTHROVGHS.

O GIEED

A REPORT PUBLICLY PROGRESS ON YOUR
TARGETS AND ACTIONS, FEEDING INTO THE

UNFOLCC GLOBAL GLIMATE ACTION PoRTAL

PERSVADE

ALIGN POLICY AND ENGAGEMENT, INCLUDING
MEMBERSHIP ASSOCIATIONS, WITH HALVING
EMISSIONS BY 203%0.

THE FIVE PS



https://www.gfanzero.com/
https://www.ifrs.org/groups/international-sustainability-standards-board/
https://www.efrag.org/
https://www.efrag.org/
https://www.sec.gov/
https://www.sec.gov/
https://our2050.world/
https://our2050.world/
https://racetozero.unfccc.int/system/criteria/
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The UN Climate Change High-level Champions call on
all non-state actors, in particular corporates
and financial institutions,

to Join the Race to Zero
(if not already in);

to ratchet their policy engagement
IN line with this report;

and urge them to help inform, shape and drive
standards, policies and regulations,
which will support national governments in delivering the
Paris Agreement.

EEEEEEEEEEEEEEEEEE



* This section provides an overview of the current landscape across the
existing voluntary action and standards spaces, and existing national,
sub-national and regional regulation based on academic research
and mapping carried out by Oxford Net Zero and Blavatnik School of
Government.



Figure 1:

Focus of different voluntary initiatives (Oxford Net Zero). While we recognise that these initiatives often focus on more
than one stage of a net zero strategy, we have represented the predominant focus of these initiatives.
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In addition to 17 of the most relevant voluntary initiatives and guidance documents for businesses, we review 7 investor
frameworks, 4 standards and 3 independent trackers. The below assessment shows the more detailed suggestions
which should be considered as part of the standardisation and regulation of voluntary best practice, building on the
‘Standardising the 5 Ps’ section. A longer version of the research can be found in the full summary report (see above).
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LEADERSHIP OVERSIGHT
i.e. executive endorsement of net zero strategy

There is wide acknowledgement of the need for strong leadership behind net zero
targets: over half (58%) of voluntary initiatives recognise the need for climate accountability
at the head of an organisation.

A third of initiatives (9/33) recommend the establishment of a designated team or Board
member specifically accountable for the climate strategy and the same number require
governance to address climate-related risks and opportunities.

Leadership oversight is expected by pace setting initiatives to be further formalised through
levers such as tying executive remuneration to interim sustainability targets, and skills
courses to increase “carbon literacy” on Boards and for executives.

SCOPE / COVERAGE
i.e. what GHGs should be covered in a company’s inventory

79% of initiatives agree that targets should cover all three scopes

There is consensus that all GHGs should be accounted for in target setting (66% initiatives
require all GHGs be covered in targets, in line with the GHG Protocol). Some pace-setters
recommend these be measured and reported.

82% do not specify a baseline year nor offer guidance on how to set a baseline year for
emissions reductions targets. Pace-setters recommend that a company’s selected baseline
be independently audited and endorsed by a third party specialist expert.

7/33 (21%) of initiatives stipulate holding absolute and intensity targets.

There is a deficit of guidelines on the handling of historical emissions, i.e. those which
might pre-date a company’s baseline for their net zero target. 79% (26/33) did not specify
guidance on historical emissions. Those that do mention historical emissions suggest
these might be measured and dealt with as a second priority to targets for ongoing emissions
but encouraged the consideration of historical emissions in target setting and investment in
contribution credits.

TIMING
i.e. the suggested pace of reduction

Just under two thirds of initiatives (20/33) ask committers to target net zero by 2050.

7/33 ask committers to target a 50% reduction by 2030 or a 7% annual reduction.

TRANSITION PLANS
i.e. guidance on decarbonisation strategies

79% (26/33) of initiatives recommend a decarbonisation strategy or transition plans,
though there are different types of decarbonisation plans depending on the sector

Overall, there is a deficit of sector and particularly geographic-specific decarbonisation
guidance, which presents a gap in the voluntary landscape

CHAPTER 1
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REPORTING AND PUBLIC COMMUNICATION

LOBBYING AND ADVOCACY

Figure 2

Figure 2:

Figure 2 Visual representation of elements of the inclusion of elements in voluntary initiatives

Designated team Executive
todeliverits | remuneration to
be tied to clima
targets? (/)

SME Climate Hub (SMECH)
1.5 Business Playbook (1.58P)

Assessing Low-Carbon Transition (ACT)

B Corp (BCORP)

Cambridge Institute for Sustainabil
Leadership (CISL)

Carbon Neutral Now (CNN)
Carbon Trust (CART)
Carbone 4 (CAR4)
Chapter Zero (CHAO)

Ecovadis (ECOV)

Integrity Councilfor the Voluntary Carbon
Market (ICVCM)

Nature-Based Solutions Initiative (NBS)

Oxford Offsetting Principles (OOP)

Science-Based Target Initiative (Corporate
Net Zero Standard Criteria) (SBTIC)

Science-Based Targets Initiative (Criteria
and Recommendations) (SBTI)

505 15 (S0S15)

Voluntary Carbon Market Initiative (VCMI)

World Wide Fund for Nature (WWF)

CERES (CERES)

CDP General Questionnaire (COPGQ)
CDP Supply Chain Module (CDSPC)
Climate Action 100+ (CAT00)

Future Fit Foundation (FFF)

Taskforce on Climate-Related Financial
Disclosures (TCFD)

UN Principles for Responsible Investment
(UNPRI)

Greenhouse Gas Protocol Corporate
(GGPC)

Greenhouse Gas Protocol (Scope 3)
(GGPS3)

GRI 305: Emissions 2016 (GRI)

ISSB/IFRS (ISSB)

Net Zero Tracker/Oxford Net Zero (NZT)

New Climate Institute (NCI)

Transition Pathway Initiative (TPI)

Which GHGs to measure?
«

All according to the GHG
Protocol

All according to the GHG
Protocol

All according to the GHG
Protocol

All according to the GHG

All according to the GHG
Protocol

All according to the GHG
Protocol

All according to the GHG
Protocol

All according to the GHG

All according to the GHG
Protocol

All according to the GHG
Protocc

All according to the GHG
Protocol

All according to the GHG
Protocol

Al according to the GHG
Protocol

Allaccording to the GHG
Protocol

All according to the GHG
Protocc

All according to the GHG
Protocol

Protocol

All according to the GHG
Protocol

Type of target?
(Absolute Targets, | Stipulates Carbon
Absolute or | Law (50% by 2030 /
Intensity Targets, | 7% decrease year on
Absolute and year)? (/Noj-)
Incensity Targets,")

Recommends
decarbonisation
strategy or
transition plan?
~/)

Encourages a

biodiversity or

nature target?
~)

Ask entities to set
Incerim Target?
/-

VOLUNTARY INITIATIVES

Absolute and
Incensity Targets

Absolute and
Intensity Targets

Absolute and
Intensity Targets

Absolute or
Intensity Targets

Absolute or
Intensity Targets

Absolute or
Incensity Targets

Absolute or
Incensity Targets

Absolute or
Incensity Targets

INVESTOR FRAMEWORKS

Absolute or
Incensity Targets

Absolute or
Intensity Targets

Absolute or
Incensity Targets

Absolute or
Incensity Targets

Absolute or
Incensity Targets

Absolute or
Incensity Targets

Absolute or
Incensity Targets

Absolute or
Incensity Targets

There is a question
regarding the
Interim Target
Intensity Targets (Nature of the
target, year and
text)

Absolute or
Incensity Targets

emissions? (v/
Noj)

Encourage
organisations to
align lobbying and
advocacy with
climate goals? (/-)

Recommend a
published repore on
progress? (//-)

Reporting frequency
(Annual, Other, -)

Annual

Annual

Annual

Annual

Absolute or
Incensity Targets

CHAPTER 1




Disclosure leads the way

Disclosure of climate-related risks--including both the impacts of climate change and the effects of decarbonization-
-is currently the most developed area of net zero regulation. Climate-related risk disclosure has been a longstanding
voluntary practice in the private sector (e.g. via CDP). It entered the regulatory agenda via the Taskforce on Climate-
Related Financial Disclosure (TCFD) under the G20’s Financial Stability Board in 2015, which proposed a set of
guidelines for reporting on both climate impacts and decarbonization. These ideas are now being taken up by a wide
range of regulatory bodies, providing a clear demonstration of the “conveyor belt” model, which illustrates how robust,
science-based, rigorous voluntary action can become formalised into regulatory measures (see Figure 4).

At present, climate- or sustainability-related risk disclosure of some kind is mandatory in China and the United Kingdom,
and it will become mandatory in the next few years in Canada (2024), the EU (2023), India (2023), New Zealand
(2023), South Korea (2025), and Switzerland (2023). Together these jurisdictions already account for nearly half
of global GDP (47.9% of 2021 GDP) and global emissions (46.6% of 2019 emissions). They are also collectively
home to 874 of the 2000 largest listed companies in the world. Mandatory disclosure is also proposed by regulators
in the United States, which, if it were to be adopted, would bring mandatory disclosure to an additional 24% of global
GDP, 13% of global emissions, and 590 of the largest 2000 companies globally, cementing disclosure as a ground
rule for operating in the global economy. Alongside these mandatory policies, regulators in jurisdictions including
Japan, Malaysia, and Australia recommend reporting climate-related risks. To bring coherence to this framework, the
International Sustainability Standards Board is furthering the world of the TCFD in developing common benchmarks.

Growing fast: transition plans, claims, product
standards, and procurement

Other areas of net zero regulation are growing quickly. Regulation on mandatory corporate transition plans has been
passed in Spain and France. Similarly, the United Kingdom government will introduce new requirements for net zero
transition plans. The standard on which this regulation will be based is currently being developed by the Transition Plan
Task Force which works in collaboration with other international frameworks such as the Glasgow Financial Alliance for
Net zero as well as the International Sustainability Standards Board.

Other areas of net zero regulation are more nascent, such as regulation of claims companies make around climate
impact and net zero. The European Commission has proposed a new regulation which ensures that businesses
substantiate claims of being “carbon neutral” and “climate neutral” with evidence. Similarly, the French government
has passed a law which makes carbon neutrality claims dependent on a greenhouse gas emissions report which
examines the product or service’s entire life cycle emissions based on the requirements of the ISO 14067 reference
standard and will come into force in 2023. In the United Kingdom and the United States, regulatory recommendations
and guidance have been issued regarding the corporation’s carbon neutral and net zero claims and advertising.

Regulatory attention to voluntary carbon credit markets and their role in offsetting and providing for the “net” component
of net zero remains in early stages. Notably, the United States Commodity Futures Trading Commission (CFTC) has
started a consultation on its jurisdictional reach over voluntary carbon credit markets and the product standards it
could introduce in this space.

Procurement standards are also being used as a mechanism to increase net zero aligned production and consumption.
The United States and Spain have legally enshrined the desire to achieve net zero aligned public procurement in the
future. The United Kingdom enforced a procurement policy by which goods and/or services with an expected contract
value over £5 million annually need to show evidence of a net zero goal by 2050 for their UK operations from 2021.

CHAPTER 2




International dimensions

One of the reasons regulation can be such a powerful tool for driving net zero
alignment is because corporate supply chains extend across borders. This
means that regulations in one jurisdiction can exercise influence across the world
economy. Disclosure provides a good example. The EU disclosure guidelines that
come into force in 2023 will require companies that own subsidiaries in the EU,
or that sell stocks or bonds on EU markets, to report on their global operations.
Similarly, the proposed US disclosure law would require companies to report on
the emissions of their supply chain partners around the world. The adoption of
disclosure requirements in large, globalized markets can in this way accelerate
the trend globally.

Governments are also of course considering how to align international economic
exchange to climate goals. The World Trade Organization has created a
Trade and Environmental Sustainability Structured Discussions even as some
countries, notably the EU, move to adopt carbon border measures. Similarly, in
the investment protection regime, the OECD has begun to discuss how existing
bilateral investment treaties could be reformed to better reflect the urgency of
the net zero transition, giving countries additional “policy space” for climate
objectives. In practice that could mean giving countries greater leeway to regulate
for net zero. Ensuring that these shifting rules reflect equitable and just pathways
to global climate goals is increasingly urgent as net zero becomes an organising
principle not only for domestic economic regulation but international trade and
investment rules.

As net zero regulation accelerates, cooperation and coordination is vital. It is
imperative to ensure that all regulations follow the principles outlined in this report
and reflect science-based, rigorous, and just transition pathways. Voluntary
action is laying the groundwork for these approaches, as are strong international
standards and benchmarks that guard against fragmentation. As net zero
crystallizes into a set of regulatory rules, it is vital that scientific integrity and due
consideration of equity and climate justice be at the centre of its design.

Though net zero regulation is just beginning, the direction of travel is very clear.
Net zero is increasingly becoming a basic rule of the global economy.

Looking ahead, we can begin to
see a future in which all large
economies have similar rules

around several elements:
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Disclosure:

Transition plans:

Claims:

Product standards:

Procurement:

International trade and
investment rules:



PROCUREMENT &

DISCLOSURE PRODUCT STANDARDS

CLAIMS

2018: Regulator recommends
climate-related disclosure

2021: Mandatory ESG reporting
planned from 2024

2022: Mandatory ESG reporting
(including emissions) for heavy
polluting companies and investors,
recommended for all companies

2022: Regulator proposes specific re-
quirements for terms including “carbon/
climate neutral”

2020: Regulator establishes taxonomy for green

2023: Mandatory ESG reporting products

2021: Mandatory disclosure of
fossil fuel related activities

2021: Specific requirements for terms
like “climate/carbon neutral”

2022: ESG and climate-related
funds must disclose key informa-
tion

2023: Mandatory ESG reporting for
1000 largest listed companies

2022: Regulator recommends
climate-related disclosure

2022: Regulator recommends
climate-related disclosure

2023: Regulator mandates cli-
mate-related disclosure for large
financial institutions

2021: Regulator recommends
climate-related disclosure

2021: Regulator recommends ESG
disclosure; mandatory from 2025
for large companies and from 2030
for all companies

2021: Mandatory disclosure of
climate-related risks

2023: Mandatory climate-related
disclosure

2022: Mandatory climate-related
risk disclosure

2021: Regulator publishes guidelines
on environmental claims

2021: Government conditions procurement on net
zero alignment for suppliers bidding for contracts
over £5m/year

2021: Government targets net zero for all procure-
2022: Regulator proposes manda- ment by 2050
tory disclosure of climate-related

risks

2022: Regulator updates guidance on

e el el 2022: Regulator begins process of defining

standards for voluntary carbon markets
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TRANSITION PLANS

2021: The “N+1” framework will lay out
sector-specific targets for China’s path to
peaking emission and carbon neutrality

2021: Mandatory disclosure of Paris
Agreement alignment strategies; emis-
sions targets to be updated every 5 years

2023: Creditors must publish
decarbonization targets

2023: Regulator requires transition plans
for large companies and financial insti-
tutions







“The next phase of net
zero requires building
political power to shift
rules and institutions
that drive change;

it requires
governance.”

This section draws on: Thomas Hale, “Governing Net Zero: the Conveyor Belt.”

Blavatnik School Policy Memo November 2021.

As the world passes the “end
of the beginning” of net zero—a
near-universal commitment to the
destination climate science says
we need to arrive at by the middle
of the century—a more difficult but
critical phase lies ahead. A concept
describing a global outcome must
be operationalized for individual
countries, regions, cities, sectors, and
companies. Pledges must become
robust and binding pathways with
sufficient short-term action to be
credible. The next phase of net zero
therefore requires building political
power to shift rules and institutions that
drive change; it requires governance.

The current landscape of net
zero reflects in many ways the
messiness that follows from the
enormously successful rapid uptake
of the concept. There is now an
extraordinary array of pledges and
targets across the world, but these
vary substantially in robustness (Net
Zero Tracker, 2022). At the same
time, an explosion of efforts have
emerged to set standards for net
zero targets, to track progress, and
to bring coherence to this fragmented
system (see figure 2 above). Notably,
regulatory requirements for net
zero are emerging in a number of
significant jurisdictions (see figure
3 above). At present, there is a
significant risk of fragmentation and
dissonance between competing or
redundant standards and regulations.

The question thus arises:

Even if we agree

that making net zero
a basic rule for the
whole economy is the
outcome we seek,
how do we get there?
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To collectively advance net zero
governance, we need to recognize
the strengths and weaknesses of
different elements of the governance
landscape, as well as how they fit
together.  No single “governance
technology” is by itself likely to
deliver net zero on the timescale we
need. Instead, we should think about
a governance “ecosystem” that links
voluntary initiatives, UN orchestration
efforts, the standard-setting system,
and regulations. Each of these has
strengths and weaknesses..

Voluntary initiatives have the
advantage of greater flexibility. When
they are designed around scientific
principles, they can achieve a
very high-level of quality, pushing
forward the frontier of best practice.
Of course, they can also be very
weak and amount to little more
than greenwashing. Separating the
strong from the weak, and therefore
consolidating the frontier of best
practice, is therefore a critical
function of orchestration initiatives
like the UNFCCC Race to Zero and
the UN Secretary General's High
Level Expert Group.

But these approaches of course
suffer from the limits of voluntarism.
They lack power to compel alignment
from those who do not sign up to or
heed best practices, and they can
only exert reputational pressure on
those who do. In turn, standards
and regulations have more power
to coerce, but come with their own
limits.

International standards in the
ISO and related bodies are
decided through consensus-based
committees of experts from national
standards bodies. That process
is powerful because it can align
expectations and ultimately create
voluntary but influential rules across

CONTINUED...
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More binding, harder to update, less influence for pro-climate voices

INNOVATIONS »

Less binding, easier to update, more influence for pro-climate voices
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“Changing the system
requires systemic
change”

Regulation across many different areas with high ambition and consistent application is an essential element of the
systemic change that is needed in this crucial “Decade of Delivery”. It is welcome to hear the language of systems
change in some corners of the political, regulatory and non-state actor conversations. Now, in order to avoid a shallow
or failed transition, it is worth considering how successful systemic transformations are brought about in order to
provide regulatory and other interventions with the maximum chance of success.

The global economic system has delivered many benefits and economic growth that has lifted millions out of poverty.
However, the benefits are far too unequally shared and the SDGs stand as evidence of the many ways in which the
economic system has failed to deliver shared prosperity and equity. But the system has also perpetuated growth based
on over-extraction and exploitation of the planet’s resources to deliver economic benefits, and unless the goals of the
system are changed, those are the effects it will continue to deliver.

Whilst regulation is undoubtedly a necessary element of this systemic change, theories of effective systemic
interventions, such as Donella Meadows’ Leverage Points, suggest that changing standards will not deliver effective
systemic change unless also allied with more powerful interventions including driving positive feedback loops (such
as the ambition loop), changing system goals and structures, and ultimately the mindsets or paradigms of the system.
Without these mindset shifts, we risk limiting the effectiveness of these necessary regulatory interventions through
actors adopting minimum plausible compliance leading to shallow or failed transitions that do not deliver the systemic
impact that the crisis requires.

Mia Mottley notes that in 2008, in the shadow of the global financial crisis, G7 finance ministers and central bank
governors came together and delivered one of the shortest, yet most influential communiques on record!. They said,
“we agree to take decisive action and use all available tools”, in effect “whatever it takes”. As Mottley goes on to
observe, we now face a far bigger crisis and once again need to come together to show that “humanity is not limited by
ambition or ability”. In order to successfully shift the current paradigm, and to give the essential regulatory interventions
the best possible chance of maximum impact, a global, collective, “all of the above, whatever it takes” approach
is needed. That means global cooperation and collaboration, between counties themselves and between countries
and non-state actors to design and implement the necessary interventions to course correct our global economy and
the emissions trajectories that it underpins. The Paris Agreement sets the basis for this cooperation to happen, now
that we are moving into the phase of implementation, the same spirit of radical collaboration with a “whole of society
approach”’is more needed than ever; aligning voluntary actions with standards and regulation with the right policy and
markets incentives is essential to fulfil the goals of the Paris Agreement.

"Financial Times - Barbados PM: Climate Change requires a new financial architecture for us all. 14 June 2022
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of change




CHALLENGES

Settling on a lowest common denominator

Due to the dissonance of standards globally, there is
often a risk of dilution or watering down global standards
to the lowest common denominator when it comes to
the operations of multinational corporations.

Lack of political will or perception of lack of political
voter and business confidence

Regulators and policy-makers are often held back
through fear of going against corporate / political will.

Misalignment of regulatory incentives with
competing stakeholders to satisfy

Traditional business models may incentivize businesses
based on how much infrastructure they deploy, or how
many products they produce etc., which is detrimental
to climate action and hence could lead to negative
lobbying.

Potential perverse outcomes

Taxes and trade, if managed poorly, can be detrimental
to development, with regulations potentially crowding
out trade from developing countries, or deterring
ambitions for working on climate action. Moreover,
given the pace of the transition needed, standards
and regulations could risk becoming outdated rapidly,
hampering progress.
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SUGGESTED SOLUTIONS

Multinational corporations operating in different
countries should urge the lower standards and
policies to be strengthened, in line with the most
ambitious ones they are subject to.

Many policies traditionally apply only to bigger
businesses. However, it is critical to ensure that
regulation creates the right incentives to engage,
support and include the smallest businesses from
different regions.

Sector-specific regulation may be useful to develop
unique requirements for reaching net zero across
different sectors.

Non-state actors must give policy-makers,
standards-bodies and regulators the confidence
that strong climate policies will be welcomed, and
show readiness for high ambition.

More wide-spread education and activism of
business employees should also more vocally
provide reassurance that regulators and policy-
makers can and must go further, faster.

Non-state actors already leading in net zero
climate action should play an active role in shaping
incentives that will support, reward and accelerate
their innovation and leadership.

Regulatory incentives can therefore  more
confidently be harmonised and aligned with other
performance metrics such as energy efficiency,
carbon reduction, equity etc.

Ensuring inclusivity in the shaping of cross-border
regulations can ensure these do not hamper
development and instead support a just, equitable
transition.

Non-state actors globally can encourage the
continuous revision of standards and policies in
a flexible way to enable continued alignment with
science and to the benefit of the development of
emerging economies.




CHALLENGES

Anti-climate lobbying

Policy and quality regulation depends on the balance
of power between pro- and anti-climate interest groups.
Ideally, progressive business pressure creates the
ambition loop we want; but in reality, regulatory progress
is often achieved despite very little/weak positive
business support and is hampered by overwhelming
negative anti-climate corporate lobbying.

Consensus-based decision-making slows processes

In order to gain buy-in, standards and policies
are usually shaped through lengthy consultation
processes. Whilst these are critical for inclusion and for
understanding different perspectives, they can delay
action and contribute to alignment around a lowest
common denominator.

Risk of creating greater divides between developed
and developing countries

Given different country capacities, the introduction of
certain national policies and standards may occur over
varying timelines. This could risk creating a sharper
divide between developed and developing countries.

Enabling and ensuring a just transition

The Paris Agreement is clear about the close link
between climate action, sustainable development and
a just transition involving decent work and quality jobs.
If we leave people behind, climate change will only
exacerbate social and economic disparities.
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SUGGESTED SOLUTIONS

Net zero aligned groups should form strong
organisational alliances to coherently advocate for
regulation and to diminish the influence/regulatory
capture of any anti-climate lobby (i.e. CLG);

Regulation should mandate more transparency
around trade associations’ activities;

Working cross-sector to create alignment and have

greater influence i.e. stronger change can come

from working with other NSAs, even competitors or
different types of NSAs working together.

Consultations on regulation should input from
wide-ranging viewpoints (civil society, indigenous,
business and alliances), whilst recognising the
urgency of meeting the global, scientific objective
of halving emissions by 2030.

Again, standards, policies and regulation should be
more adaptive and reactive, enabling and ensuring
urgent action whilst also being open to evolve as
science, knowledge and progress evolve.

Ensure inclusivity in the shaping of cross-
border regulations to ensure they do not hamper
development and support a just, equitable
transition.

Ensure that the creation of regulation helps lift up
the most developing countries, rather than sharpen
the divide between the ‘leaders’ and those who risk
being left behind.

Ensure trade agreements support value addition.

Businesses must ensure the green transition is fair
and inclusive for employees of all ages, at all levels
and across regions.

GOVERNING REGULATION
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a) Subnational regulation

i) States & regions
- Nehmat Kaur, Under 2 Coalition; Tessa Ferry, Climate Champions

Sub-national governments, including states, regions, devolved authorities and cities have a key role to play in delivering
the stepchange needed globally to transform voluntary actions into ground rules for the economy; though their role
varies from country to country according to different governing systems and institutional frameworks. Subnational
governments are often responsible for developing and implementing policies, regulations and legislation across many
sectors (climate, energy, land-use, transportation, economy, health, nature etc). Such subnational governments should
ensure that they are aligning these with the goals of the Paris Agreement using all relevant tools and levers at their
disposal according to their jurisdictional authority. They are already doing this, for example in Jalisco, Mexico the State
Government signed a Collaboration Agreement with the Tequila Regulatory Council (CRT) to establish the basis for the
formulation and implementation of an institutional cooperation scheme that would contribute to the sustainability of the
sector and aim to reduce deforestation by 50% by 2024 and 100% by 2030.

They can also deepen and enhance cooperation within and between networks, geographies and stakeholders,
supporting the private sector in accelerating climate action. For example, the Western Climate Initiative was set up to
support California, Quebec, Nova Scotia and Washington to develop and implement their emissions trading programs.
This has led to California and Québec linking their separately managed economy-wide emissions trading programs,
which has created the largest carbon market in North America.

As well as being rule-makers, subnational governments operate within the framework set by the national governments,
and their ability to act is shaped by the rules set for them. Active and deliberate advocacy and engagement can
and should be deployed to shape these rules and increase ambition. Setting voluntary commitments that are more
ambitious than national frameworks can also help inspire action, and galvanise advocacy from others.

ii) Cities
- Heather House, RMI

In addition to the above, local governments can play a role when it comes to state-level decision-making. Oftentimes,
cities, counties, or municipalities may have their hands tied due to anti-climate policies, regulations, market rules
etc. To address these challenges, local governments can band together to advocate for pro-climate policies,
incentives, regulations, rules, and programs by participating in key state decisions at the state legislature, public
utility commission, energy market, and electric utility. As noted above, this type of action will transcend borders, and
enable local governments to meet their climate commitments within their jurisdiction, whilst also supporting other local
governments in doing the same, leading to region-wide decarbonization.

When adequate customer energy solutions didn't exist, Park City, Summit County, Salt Lake City, and City of Moab
partnered with their utility to develop legislation that enabled the utility to create a program to serve communities in the
State of Utah (on an opt out basis) with 100% renewable energy, which culminated into HB411 in 2019. The City and
County of Honolulu demonstrated what it can look like to influence energy regulation, by participating in performance-
based regulation (PBR) technical workshops and submitting written comments in support of the adoption of distributed
energy resources, urging the regulatory commission to include financial incentives or rewards for accelerated GHG
reduction, which would incentivize the Hawaiian Electric Companies to accelerate its GHG reduction efforts. Ultimately,
an “Approval” performance incentive metric (PIM) that incentivizes faster interconnection timelines for small-scale
solar and storage systems was approved in the decision and order, alongside a LMI Energy Efficiency PIM. Local
governments in North Carolina have also demonstrated leadership through recurring regulatory engagements; in 2020
15 local governments collaboratively advocated for their electric utility’s integrated resource plan to support and align
with their clean energy and community goals— and have again come together in 2022 to urge the utility commission
to ensure their utility’s carbon plan meets their climate goals while improving energy efficiency and keeping prices
competitive.
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b) National & international standards
- Emily Faint, Our 2050 World

Standards can address the fragmentation and variation in global understanding of what net zero means in practice for
actors across the global economy. They can provide an aligned, consistent framework upon which robust regulation
for net zero can be based. Many actors understand what net zero means for our planet, but those looking to act face
a confusing and fragmented governance landscape. We must seek to remove fundamental variations in approaches
and understanding of net zero if our collective actions are to ratchet up as the Paris Agreement goals require.

Standards at the international and national level play a critical role in this transition. As described by the International
Organization for Standardization (ISO), an International Standard is a document containing practical information and
best practice. It is often described as an agreed way of doing something, or a solution to a global problem, developed
in collaboration with global participants. The prominent voluntary initiatives in the net zero space provide the ambition
and direction of this best practice. ‘Governing Net Zero: The Conveyor Belt’ (Thomas Hale, Oxford), an influential model
for global net zero governance, positions the international standards system as the vehicle for leveraging this best
practice and scaling it across global markets and sectors.

The interplay between national and international standards is important for driving action on net zero. National members
of the international standards system understand the requirements of their national context for a given issue. National
members can choose to adopt international standards directly into their national catalogue or develop solutions at a
national level which can have international applications.

Standards, therefore, can provide a framework for alignment and conformity in approach to net zero at each level of
actor and, crucially, and can act as the connector and driver of compatibility with global supply chains. Governments,
businesses and jurisdictions already have much of the infrastructure to use standards; we must now ensure we are
using this infrastructure to support the journey towards aligned voluntary and regulated action for net zero.

Action towards this is already underway. Our 2050 World, an international collaboration between I1SO, the Race to Zero
and the UNFCCC Global Innovation Hub is facilitating the development of the Net Zero Guiding Principles document
which aims to establish this basis for alignment, acting as a common reference point and interpretation guide for those
that create net zero governance, and those operating within it.

The Net Zero Guiding Principles document, developed via direct engagement and consensus in an open workshop
environment provided by the ISO platform, demonstrates how global governance for net zero must seek to innovate
and learn as it goes, as the conveyor belt model advocates. By bringing together those who create net zero guidance
and those who aim to follow it into one unique forum, the Net Zero Guiding Principles aims to harness the momentum of
existing voluntary initiatives and distil this expertise into one core document for actors at all levels to navigate net zero
guidance, and clearly understand what actions they should take.

c) International economic law
- Wendy Miles, KC

International economic law is the body of cross-border property-based rights and obligations enforceable through
international legal instruments and frameworks that applies to states and non-state actors acting in a commercial
capacity. Whereas the UNFCCC and Paris Agreement are public international law instruments applying only to
state parties (the non-party language of the Paris Agreement Adoption Decision Articles 134 and 135, which is the
provenance of Race to Zero, is therefore couched as voluntary), international economic laws have a much broader
existing application in the context of investment in net zero.
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this page

This study makes two novel findings:

1. Central banks are a symbiotic component of a domestic regulator ecosystem for sustainable finance. This
interconnected regulatory matrix includes financial market regulators and government agencies such as Treasury,
which has a coordinative function and holds the purse strings, plus business ministries, energy ministries, and
other relevant entities such as pension authorities.

2. Alongside central banks, financial market regulators also have a key role in facilitating the transition due to their
remit of maintaining properly functioning markets by ensuring market integrity, fairness, and transparency. Indeed,
due to their remit, market regulators are at the front line of scrutinising climate disclosures and will be increasingly
responsible for supervising transition planning, preventing greenwashing, and ensuring the availability of green
financial products for the increasing number of investors that want them.

The agencies within regulator ecosystems enjoy varying degrees of independence; yet the data from this study
revealed multiple interdependent interactions on climate-related financial issues within these ecosystems. In this
way, the domestic regulator ecosystem for sustainable finance is both transforming traditionally siloed attitudes and
approaches and enabling heightened levels of cooperative and collaborative engagement between regulators and
other agencies.

Whilst cooperation and collaboration are sometimes required by law or government policy, it is also an organic
response to an expansive and complex existential threat. Heightened regulatory cooperation reflects changing external
factors, namely increased government attention, stakeholder and societal expectations, and legal initiatives. Moreover,
regulators are also demonstrating heightened convening powers amongst stakeholders to help initiate and implement
new regulation, notably through advisory forums and working groups that comprise public, private and civil sector
members to work through thorny issues such as lending exclusions, metrics and methodologies for portfolio alignment,
anti-greenwashing standards, and mandatory transition plan templates.

Domestic regulator ecosystems also exist alongside transnational and international cooperation occurring through
formal networks such as the NGFS and also informally through regulator conversations and professional relationships.
These emerging ‘regulator ecosystem’ responses are laudable and exciting. They will be essential for countering the
inherent complexity of systems change and ensuring contemporaneous and timely action along the full value chain
which undergirds regulatory goals of a whole-of-economy transition.
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e) Securities regulators
-10SCO

The International Organization of Securities Commissions (IOSCQO) is the international body that brings together
the world’s securities regulators and is recognized as the global standard setter for the securities sector. IOSCO
develops, implements and promotes adherence to internationally recognized standards for securities regulation. It
works intensively with the G20 and the Financial Stability Board (FSB) on the global regulatory reform agenda. In this
capacity, it is well positioned to help tackle greenwashing by promoting internationally recognised standards which
align with the level of ambition needed.

IOSCO has focused its attention on addressing the growing risk of greenwashing in securities markets. This is an
important step as finance will only be able to fund a shift towards a more sustainable economic model for the planet
if it is trusted by investors. To that extent, IOSCO has published two sets of recommendations aimed at addressing
greenwashing, one in the asset management space, and the other one on ESG rating and data providers where — for
the first time — I0OSCO called for the active regulation of these participants. Underpinned by these reports, IOSCO is
now working closely with both market participants and regulators towards the implementation of its recommendations
without delay and has already received significant levels of industry support for its Call for Action which enunciates
good practices that the industry should follow to address greenwashing based on these recommendations.

f) Procurement

- David Brambley-Crawshaw, Senior Policy Advisor at the Cabinet Office,
leading on commercial and procurement policy in Net Zero

Policy at both national and sub-national government levels are already being used to drive forward emissions reductions
and set common standards. Procurement policies in some jurisdictions, for instance, are already requiring suppliers
bidding for major Government contracts to publish plans outlining their GHG emissions and their organisational
commitment to achieving Net Zero by 2050 at the latest. In the UK, since the implementation of such a procurement
policy in September 2021, this measure has been applied to procurements totalling over £105 billion, and thousands
of suppliers have completed a Carbon Reduction Plan in response (Procurement Policy Note 06/21: Taking account of
Carbon Reduction Plans in the procurement of major government contracts).

Sub-national governments are also setting overarching climate laws and climate plans to underpin economy-wide
action and incentivise private sector corporate action. According to the Under 2 Coalition’s 2022 progress report 46
states and regions have economy-wide net-zero targets; with a third of these enshrined in legislation and a further third
in an official declaration or mandate from the head of state/region. These legislations and mandatory requirements can
help

g) International trade
- Kennedy Mbeva, Postdoctoral Research Associate, University of Oxford

Climate change can negatively impact trade by disrupting distribution and supply chains and raising trade costs.
The World Trade Organization (WTO), as the cornerstone of the multilateral rules-based global trading system, plays
a key part in supporting climate action. It provides a framework of disciplines to facilitate global trade and serves
as a forum to negotiate further trade openness and to discuss trade concerns. The WTO rules require members to
be transparent when adopting new measures impacting trade with legitimate policy objectives, such as combating
climate change. The WTO seeks to ensure that such measures are coherent and fit-for-purpose and do not create
unjustifiable discrimination.

But there is significant disagreement between industrialised countries on the one hand, and developing and emerging
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Leveraging innovative trade instruments and

facilitative mechanism for long-term climate cooperation
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https://www.oecd.org/climate-action/ipac/the-annual-climate-action-monitor-5bcb405c/
https://www.theclimategroup.org/sites/default/files/2022-06/Under2%20Coalition%20Net%20Zero%20Progress%20Report%202022_final.pdf

this can be done under existing competition law

The good news is that these key messages are being understood and promoted by more and more people in the
competition community. This includes competition authorities. In addition to the thought leadership of the HCC, | would
single out the Dutch and the Austrians:

e The Dutch Authority for Consumers and Markets (ACM) has developed an innovative approach to make it
easier to exempt “environmental damage agreements”; and

The Austrians have amended their law so that agreements that “make an essential contribution to an
ecologically sustainable and climate neutral economy” can be excluded from the general ban on anti-
competitive agreements (as always, if certain conditions are met).

Competition law alone is not the answer to the climate challenge but it can and must play its part. In fact the best thing
it can do is not to get in the way (intentionally or otherwise) of the exciting and vital initiatives that our businesses are
ready and willing to pursue together to combat the biggest challenge we face today-the climate crisis.
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a) Corporate Policy Advocacy
- Sophie Punte, We Mean Business

With more than 8,000 companies committing to Race to Zero, and 2,000 specifically setting Science-based Targets.
we can safely say that climate ambition has become mainstream. The SBTi companies alone have a combined market
capitalization 38 trillion US dollars, or over one-third of the global economy. But to turn that into concrete action and
build a business case for deep and long-term investments, they rely on governments to provide an enabling policy
environment and level playing field.Government NDCs and long-term targets could limit warming below 2.3°C according
to Climate Action Tracker. They still need to raise NDC ambition further as well as set policies along with underpinning
regulations and investments. Only with the acceptance of citizens and other stakeholder groups, including business,
can governments deliver. It is therefore essential that businesses engage in policy advocacy.

Corporate policy advocacy can be very powerful, especially when businesses band together. In 2020, through CLG
Europe we gave the EU the confidence to raise climate ambition. Ursula von der Leyen, President of the European
Commission, said in her State of the Union Address: “...our economy and industry can manage this. And they want it
too. Just yesterday, 170 business leaders and investors — from SME’s to some of the world’s biggest companies - wrote
to me calling on Europe to set a target of at least 55%.”

This opened many doors for us, and we've since repeated this to influence policy decision in the US, Japan, the G20
and many others. Last year we mobilized 400 American businesses to sign a letter in support of President Biden’s
50% emission reduction target by 2030. John Kerry went on CNN to tell how important business backing was. We then
ran policy campaigns for Japan’s climate target, the G7 Summit, and the EU’s ‘Fit for 55’ policy package as part of
the EU Green Deal. These successes paved the way for greater ambition at the G20 Summit in October and COP26
in November. Our open letter with concrete policy asks to G20 leaders was signed by 778 businesses, representing
US$2.7 trillion in annual revenue, and employing 10 million people.

More than 1000 businesses have joined our policy advocacy campaigns that in addition to business sign-on letters also
include meetings between policy makers and businesses, letters to Ministers, business toolkits, and communication
via mainstream and social media. But we can do more. The number of companies that advocate for ambitious climate
policy is the tip of the iceberg. Companies are sometimes inconsistent: taking a pro-climate stance while in parallel
undermining climate policies directly or through trade associations with conservative views.

Ceres, the B Team and several other organizations have come up with guidelines and tools to help companies with
‘responsible policy engagement’ or RPE. The 4As for Climate Leadership (advocacy is one of these As alongside
ambition, action and accountability), combines RPE requirements for companies:

Make a public commitment to advocate for ambitious climate policy, and engage key stakeholders

Publicly advocate for bold science-based climate policies, and call out those that obstruct the 1.5°C pathway

Align the climate policy advocacy of a company’s trade associations, alliances and coalitions with the goal
of net zero by 2050.

Allocate advocacy spending to advance climate policies, not obstruct them.
Disclose in accordance with the three disclosure asks of the Global Standard on Responsible Corporate
Climate Lobbying.

The opportunity now is to take this global by developing a global harmonised RPE Framework as the industry norm.
This will ensure that companies that have set science-based targets are truly advocating for ambitious climate policies
that they, and the world, need to halve emissions by 2030 and reach net zero before 2050.
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b) Litigation
- Margherita Cornaglia, FILE Foundation

As noted in the latest IPCC report, “Climate-related litigation, for example by governments, private sector, civil society
and individuals is growing, with a large number of cases in some developed countries, and with a much smaller
number in some developing countries, has influenced the outcome and ambition of climate governance.” The report
acknowledges that successful litigation “can lead to an increase in a country’s overall ambition to tackle climate
change” and that it can be instrumental in blocking the development of high-emitting projects. Furthermore, the report
highlights the impact that litigation has and will continue to have at increasing pace on financial markets and flows
of capital: “Climate change presents both risks and opportunities for the financial sector. The risks include physical
risks related to the impacts of climate change itself; transition risks related to the exposure to policy, technology and
behavioural changes in line with a low-carbon transition; and liability risks from litigation for climate-related damages.”

Legislative and litigation trends illustrate the nature and extent of risk involved where non-state actors fail to act
on climate or deliberately act inconsistently with the Paris agreement goals. Within these trends are sub-themes in
litigation which see non-state actors increasingly held to account on the credibility and sufficiency of their net zero
commitments. A growing segment of the public has lost faith in empty promises - governmental and non - and has, as
a result, taken to the courts to prevent misleading action on net zero. While this litigation is on the rise, regulators are
also under pressure to ramp up oversight of NSA net zero commitments - this pressure is unquestionably leading to
ever more stringent regulation of NSAs.

These trends show that it is no longer advisable to make unsubstantiated claims of carbon neutrality, as a growing
body of well-informed civil society organisations, backed by climate scientists, are increasingly active in holding
corporations accountable for lies and disinformation on net zero. Greenwashing or climate washing claims have been
brought against a wide array of diverse corporate actors across a range of jurisdictions (see e.g. these cases: Danish
Crown, Terracycle, Danimer Scientific, Coca Cola, BP’s misleading claims, Total, ACCR v Santos), and public bodies
are taking legal action against corporates too: in a string’of cases before courts in the USA, public authorities are
seeking compensation from major polluters to help them pay for adaptation. Private citizens are seeking to do the
same: for instance, Luciano Liuya is asking RWE to pay up to adapt his village in Peru, which is critically vulnerable to
extreme weather events and which Liuya argues have, at least in part, been caused by RWE’s contribution to global
emissions.

Another limb of litigation sees civil society demanding that courts require corporations to decarbonise credibly. Following
its successful suit against Shell in the Netherlands, Milieudefensie is threatening legal action against 30 other major
climate polluters in light of their substandard and misleading transition plans. On foot of the Dutch Supreme Court’s
judgement in the Shell litigation, which ordered Shell to reduce its emissions by 45% by 2030 compared to 2019 levels
- quoting extensively from the Race to Zero criteria at the time, claims have already been filed against Daimler and
BMW, Mercedes Benz, Total and Volkswagen, amongst others. Publishing ambitious transition plans without backing
them with credible and sufficient action to reach net zero is no longer fool-proof and will be taken to court.

Governments and legislators are also under continued scrutiny. Claims focusing on state obligations to limit and
regulate emissions have proliferated, at the domestic, regional and international level? The general public is ever more
well informed of the causes, consequences and responsibilities for the climate and ecological crisis. Government
institutions are ramping up regulation of NSAs and bringing lawsuits against corporate actors to help them pay up
for existing loss and damage and what will be significant future adaptation costs. The picture which emerges from
a close analysis of litigation and legislation trends is clear: NSAs are no longer immune from taking responsibility for
the consequences of their operations on the planet and on nature, and they will increasingly be asked to pay for the
impacts on climate and biodiversity which they cause, either via the courts or through increased regulation.

€ See e.g. Anne Arundel County v BP, City of Annapolis v BP, Oakland v BP, Baltimore v BP, County of Maui Sunoco LP, City of Charleston v Brabham Oil Co, Delaware v
BP America Inc, City & County of Honolulu v Sunoco LP, State v American Petroleum Institute and recent interim judgement allowing Massachusetts v Exxon to proceed

to substantive hearing.

4 See e.g. Urgenda, Neubauer, FolE v Ireland, Leghari v Pakistan, I'Affaire du Siecle, Commune de Grande-Synthe, Klimatzaak v Kingdom of Belgium, IEA v Brazil, Giudizio
Universale, Duarte Agostinho v 33 states, Union of Swiss Women, Nordic QOil, Plan B, Careme v France, Vanuatu petition before the ICJ.
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Stretch thinking and challenge status quo

Hold organisations to account on the commitments they are making

Raise awareness of climate issues by making it part of the news cycle

Show policy makers that they have mandate from the population to take action

Looking back, we see strong examples of where the work of social movements have led to landmark
victories for society, from the suffragettes winning the right to vote for women, protests and strikes in South
Africa which ended the government’s apartheid policy, protests in Saudi Arabia which overturned its ban
on women'’s right drive, through to the People Power Movement, Filipinos took to the streets in Manila
which lead to the end of the Marcos regime. Today, people are coming together to let their governments
know how they feel about climate policy decisions. Of note are the global youth movements, like Fridays
for Future school strikes, where millions of young people and their supporters show how desperately they
care about climate issues.

The 3.5 % Rule

One way to understand the importance of mass mobilisation is through Erica Chenoweth’s research which
found that, by looking at social movements in the past, governments are (with some exceptions) unable
to withstand 3.5% of the population engaging in nonviolent civil disobedience. Chenoweth’s more
recent research finds that even in the context of limited mass participation social movements can still
succeed when activists focus on persuading social, political and economic elites.

When it comes to policy demands, climate activists are pushing for action on key areas such as accelerating
net zero timelines, creating new models of participation through Citizen Assemblies, and ending harmful
subsidies. If some of these demands sound radical, it's probably because they are, but that doesn’t mean
they should be discounted. The origin of the word radical comes from the latin ‘radix” which means rooted
and many of these demands are often rooted in what scientists are telling us will be needed. We also need
to remember the work of activists and social movements of the past are the origin of some foundational
societal progression. Those in positions of power and influence in both business and government might
want to tune into current activist priorities as a portal into where we’re collectively headed.

Whilst the work of activists and social movements often overlap with the work of NGOS, their roles and
tactics can be distinct. Some NGOs have very direct means of drawing attention to the need for policy
change by holding governments to account (Client Earth which successfully took the UK government
to court which found their Net Zero strategy to be ‘unlawful’), by holding businesses to account (Share
Action draws attention to the gap in what investors say vs what they do) and by mobilising people to take
action through the power they have on their finances (Make My Money Matter which encourages people to
challenge their pension providers to go green). Importantly, the work of more radical social movements and
activists which mobilise large groups in direct action can create momentum and help open the Overton
Windows for NGOs to accelerate and deepen their work on aligned issues.

In summary - people power matters when it comes to driving changes in climate policy. To make this
change happen with the speed and scale the science is calling for, we need to change the rules of the
games. And to change the rules of the game, we need to understand all the different actors driving this
change - from the work of social movements mobilising mass engagement to the work of NGOs and their
interventions - and align them as a movement of movements.
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f) Education
- Sophie Lambin, Kite Insights

Eight out of ten employees want to act on climate change at work. The right standards and policies can ensure they
have the climate literacy to do it. We will be able to respond to climate change more quickly and effectively if we
harness the energy, ideas, and creativity of employees. Companies will find it easier to decarbonise their operations
and supply chains if employees understand the commitments and targets and contribute their front-line knowledge of
how to achieve them.

By helping employees be climate literate, companies are also preparing their local workforces for the green jobs of
the future. The transformation relies on new skills and capabilities such as low carbon ways of producing building
materials to design buildings and cities, new ways to measure and mitigate climate impacts, and innovative ways to be
nature positive, to name but a few. By offering training, companies offer a base level of knowledge enabling people to
contribute, find their way in the new economy and unleash more talent for the challenges ahead.

If we are to strengthen regulation on areas such as carbon pricing, climate impact disclosure, and deterring fossil fuel
investment, we will need a strong political consensus. Recent international experience shows that this cannot be taken
for granted. If we educate employees on the science of climate change and the need for urgent action, they will take
that understanding home with them. They are likely to apply it when they choose what goods and services to buy and
what political positions and campaigns to support. All this will strengthen the democratic safety net of political
support for regulatory action.

However, getting employees’ role in the climate transition right brings challenges too.

If they are to contribute meaningfully, employees need to understand how climate impacts their role, their company and
their industry. 70% of respondents to our survey called for training on climate action in the workplace. But committing to
climate targets at C-Suite level did not automatically translate into employee knowledge about climate change and the
action needed to limit its effects. Of staff surveyed, only 34% of staff could confidently explain their company’s climate
commitments, with the figure dropping to 22% among junior employees. This is a clear indication that even the best-
laid plans require better internal communications and staff training to bed in and be effective.

The second challenge is to make sure all this is done in a way that is compatible with climate justice. If we leave people
behind, climate change will only exacerbate social and economic disparities. Businesses must ensure the green
transition is fair and inclusive for employees.

The third challenge is to bear these imperatives in mind when designing future regulation. Can regulation strengthen
incentives for businesses to improve climate literacy? Can it nudge companies towards providing the skills we will need
to do the green jobs of the future? Getting this right is a challenge for policymakers and campaigners around the world.
Right now, the desire to act on climate change has become mainstream, but the ability to act is not. Employees are
keen to take action on climate. Let's make sure they have the skills to do it.

“Achieving a just transition to a net-zero economy relies on
businesses to upskill their workers accordingly — ensuring
that no one is left behind. Climate literacy is such an
important part of this transition.”

SOPHIE LAMBIN, KITE INSIGHTS
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This report has sought to provide clarity on the progress
and actions across the private sector (and more broadly, the
non-state actor community) to convert voluntary action into
standards, policies and national regulation to dramatically
accelerate implementation of the global climate goals.
However, this does not mean that voluntary non-state action
should become extinct. Instead, by raising the floor across
the entire economy, momentum is created for leaders to
reach even higher. Ever-more ambitious action is needed
to win the race to zero and reach the goals of the Paris
Agreement.

Voluntary action also allows for experimentation and
learning. The truth is that there are many parts of the
Race to Zero that still need more ideas and solutions to
be developed. The transition is complex, and many open
questions remain. As per the conveyor belt model, there
is particular value in the flexibility and adaptive capacity
of a needed new governance system, which still allows
- indeed, encourages - the voluntary space to continue
pushing the frontiers of best practice and experimenting
to drive maximum ambition in just climate action. The
working group’s discussions and contributions to this
report surfaced the need to explore in more detail the issue
of carbon pricing and the need for stronger governance
on this issue. Critically, emerging standards for carbon
markets must help drive high quality, high volume and a
high price to ensure integrity.

The conversations also importantly highlighted some key
themes which are deemed to require further exploration,
development and innovation within the voluntary landscape,
helping to later inform relevant standards, policies and
regulations. These also built on the three previous rounds
of Race to Zero criteria consultations since 2020.
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Voluntary carbon markets, driving corporate action and the
pathway to regulation
Annette Nazareth, Tariye Gbadegesin and Rachel Kyte

Voluntary carbon markets (VCMs) can be an important tool to accelerate collective global action to reach
net zero emissions when high-integrity credits are used in complement to science-aligned decarbonisation.
Mobilising private capital is essential for keeping global temperature change within 1.5°C. VCMs can help channel
investment towards additional, high-integrity emissions reductions and removals, delivering benefits for the climate,
people and nature. But VCMs will only realise their potential if they are rooted in integrity, trust, and accountability.

High-integrity VCMs that are aligned to the goals of the Paris Agreement and facilitate a pathway to regulation will
be key. Robust regulation can provide a coherent enabling environment and level playing field for high integrity climate
action worldwide. The most effective way to build high-impact, just VCMs is within a supportive policy environment that
promotes high integrity in the supply, trading and use of credits. This means buyers, traders, and suppliers in VCMs
working in collaboration with policy makers and regulators to promote effective measures that will drive genuine and
ambitious, economy-wide climate action, above and beyond what companies and governments would otherwise be
able to achieve. These would include, for instance, regulation on climate claims and consumer protection standards
relating to net zero, trading standards and corporate sustainability disclosures.

VCMs contribution to the goals of the Paris Agreement and Sustainable Development Goals is hindered by a
lack of clarity on credible supply, trading and use of carbon credits. Demand in VCMs has grown considerably in
recent years, representing a potentially significant financing opportunity. But the lack of consistency in standards and
transparency makes the market hard to navigate. In addition, a proliferation of competing national and international
standards risks fuelling a race to the bottom on price and quality, which would be detrimental to the market, to the
planet, and to the people it is designed to serve. This coupled with past instances of misuse, misleading claims, and
social harms — erodes trust and limits investment.

High-integrity demand and supply-side VCMs standards will provide much-needed clarity, consistency, and
transparency on the road to regulation. On the supply-side, the Integrity Council for Voluntary Carbon Markets
(IC-VCM) is developing a rigorous and independent threshold standard for high-quality carbon credits representing
real, additional, and verifiable climate impact with high environmental and social integrity. This is designed to provide
an accessible means to identify carbon credits that can deliver climate impact at speed and scale. These ‘Core
Carbon Principles’ will help mobilise private capital towards the most effective mitigation activities globally. And on the
demand-side, the Voluntary Carbon Markets Integrity Initiative (VCMI) is providing practical guidance for companies
and other Non-State Actors, setting out when and how to use carbon credits, and what to credibly say about that use.
The 'VCMI provisional Claims Code of Practice’ closes greenwashing loopholes and recognises and rewards ambitious
climate action on the journey to net zero.

If we work together, we can build high integrity VCMs that are supported and enabled by effective regulation
and policy. This will build trust, reduce confusion and fragmentation, and unlock urgent investment. This is
particularly critical given the important role VCMs can play in channelling finance to emerging markets, and to those
who need investment in mitigation as well as supporting adaptation and resilience. High integrity voluntary action
paves the way for complementarity between public and private carbon markets. While there can always be room for
non-state actors to go further than compliance in their ambition, regulation of various aspects of VCMs will ensure their
use never supplants ambitious policymaking, regulation, or rigorous value-chain decarbonisation in the corporate
sector. This will provide enduring confidence to investors, governments, consumers, and the public.
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Ensuring integrity and robust governance
for carbon dioxide removals

are essential

5-16 giga tons

estimated at under $10 billion per
year to reach ~$200 billion

Regulating a price on carbon
Tom Tayler

Climate change interacts with and exacerbates different and interlinked
market failures. However, at its heart, the biggest market failure is the failure
to price carbon emissions. It is generally still more profitable for a company to
continue emitting than to decarbonise, because those emissions are not, or are
insufficiently, internalised to their financials, and therefore companies continue
to pollute. What is needed is a price on carbon at a level where the costs to
people and the planet are reflected in companies’ balance sheets, cashflows,
and valuations of the corporations who do so.

Harnessing the “profit motive” of the private sector by internalising the carbon
externality, so that the pursuit of profit is aligned with sustainable business
choices and accelerating the transition, is widely considered by economists
to be a key means to bring the transition about. Many investors consider
that without policy interventions to (a) price carbon at a level consistent with
the achievement of the Paris Agreement’s goals, (b) phase out of fossil fuel
subsidies, and (c) deploy other supportive policy measures like subsidies for
clean energy and other technologies and innovations, then the transition will not
occur at the pace and scale required by the scientific arithmetic of emissions
pathways.

The long term economic case aligns with the scientific and sustainability case
to transition, but shorter term pressures and narrowly conceived duties owed to
shareholders and beneficiaries mean that unless the economics of the transition
are altered by policy interventions such as carbon pricing, a “business as usual
emissions trajectory” will continue. Regulation and policy interventions of many
kinds are needed to create an effective landscape in which the transition cannot
just be realised, but can thrive, accelerate and self-sustain. All non-state actors
committed to net zero should therefore adopt and advocate for policy positions
from governments and policymakers that implement carbon pricing with levels
and coverage necessary as part of broader regulation to achieve a stable,
global net zero state whilst ensuring that proceeds of carbon pricing are utilised
in support of a just transition that does not disproportionately impact those least
able to afford it.
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2022 Race to Zero criteria While the impacts of climate change are often unjust, affecting mostly those who have less historical emissions,
consultation the global climate system responds to the aggregate of emissions and requires a global, coordinated response
effort. However, global climate models do not specify exactly what each individual country, city, company,
state, region, or other entity must do. For countries, the UNFCCC articulates the general principle of common
but differentiated responsibilities and respective capabilities. The Paris Agreement operationalizes this idea
by asking each country to develop its own Nationally Determined Contribution and Long-Term Strategy in a
way consistent with the objectives of the Paris Agreement and its national context. For non-state actors, an
array of frameworks exists for how to operationalize the idea of a ‘fair share’ of effort. Within Race to Zero itself,
the campaign recommends that its non-state actors consider the broader societal consequences of their
mitigation actions, including on race, gender and intergenerational equity. They are urged to enable all actors
to contribute to the global transition toward (net) zero through engagement, information sharing, access to
finance, and capacity building. Entities are required to be bold and shoulder the greatest responsibility, and
consider the established principles around equity in international law.

Some salient examples of ways to implement this fair share principles within the campaign include:

e Some initiatives using climate models to generate scenarios for how the world reaches 1.5°C,
and then assign individual entities emissions reduction pathways, including interim targets, that
reflect a share of the overall reductions calculated in that scenario. For example, the Science Based
Targets initiative uses scenarios to determine sectoral pathways to 1.5°C, and then participating
companies determine targets based on their share of the market in a given sector. In this way it
relies on climate models to determine what individual entities’ shares should be. See discussion
below on what criteria climate scenarios should meet.

Other initiatives assign different targets to entities at different stages of development. For example,
C40’s Deadline 2020 program includes cities from both the global North and South. Because many
cities in the latter are still growing, they are on slower pathways to halving emissions, but, at the
same time, the cities from the Global North that are part of the initiative have more accelerated
timeframes, in many cases halving emissions before 2030 (all cities aim to reach net zero before
2050).

e Shift from dirty to clean energy;

While there is clearly no “one size fits all” approach, given the heterogeneity of different actors, The Race to
Zero has aimed to emphasise, consolidate and clarify the ideas of fair share, equity, and justice in climate
action. Noting the importance of this topic, the Race to Zero also created a dedicated working group focused
on equity questions during the 2022 criteria consultation process. The question has also been brought to the
* Protect and restore forests, grasslands, oceans, reversing fore by the UN Secretary General’s High Level Expert Group on Net Zero, chaired by Catherine McKenna.

biodiversity loss.

e Electrify our global infrastructure;

Off the back of this report, the Climate Champions therefore propose to accelerate efforts to operationalize
these multiple recommendations on embedding more concretely and tangibly the concepts of fair share,
equity and justice into non-state climate action, across the Race to Zero community between COP27 and
COoP28.

CHAPTER 9
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It Is For A Pivot.

We Need Hands On Deck.

We Have Time To Wait.

A

Thank you to all those who have contributed to this report - be that in thoughts, in
comments, in chapters, in research and in design. We look forward to collectively
embarking on the next steps to accelerate this needed transformation.



