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Introduction to Net Zero within ESG Framework

In recent years, Environmental, Social, and Governance (ESG) considerations have become
central to corporate strategies and investment decisions, reflecting a growing recognition of the
interconnectedness between sustainability and financial performance. Within the broader ESG
framework, the concept of achieving Net Zero emissions has emerged as a key imperative for
businesses seeking to align their operations with climate goals and stakeholder expectations.
This introduction provides a comprehensive overview of Net Zero within the ESG context,
drawing upon case studies, data, and referencing relevant ESG regulations and frameworks
such as GRI, TCFD, SASB, CSRD, and CSDDD.
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Understanding Net Zero:

Net Zero refers to the state in which an entity's greenhouse gas (GHG) emissions are balanced
by an equivalent number of emissions removed or offset, resulting in no net contribution to
global warming. Achieving Net Zero emissions is critical to limiting global temperature rise and
mitigating the adverse impacts of climate change, as outlined in the Paris Agreement. It requires
a fundamental transformation of energy systems, industries, and societies towards low-carbon,
sustainable practices.

Integration of Net Zero into ESG:

Net Zero has become an integral component of ESG strategies, reflecting its significance as a
key environmental consideration with profound implications for long-term value creation and
risk management. Within the ESG framework, achieving Net Zero aligns with broader
sustainability objectives, including reducing environmental footprint, enhancing resilience, and
fostering stakeholder trust and engagement. Companies that prioritize Net Zero demonstrate
their commitment to addressing climate change and positioning themselves for success in a
carbon-constrained world.

Regulatory Landscape and Reporting Frameworks:

Several ESG regulations and reporting frameworks provide guidance and standards for
assessing and disclosing Net Zero commitments and progress. These include:

1. Global Reporting Initiative (GRI): GRI standards offer principles and indicators for reporting
environmental impacts, including GHG emissions, and aligning with Net Zero goals.

2. Task Force on Climate-related Financial Disclosures (TCFD):TCFD recommendations
encourage companies to disclose climate-related risks and opportunities, including strategies
for achieving Net Zero emissions.

3. Sustainability Accounting Standards Board (SASB):SASB standards provide industry-
specific guidance on disclosing material climate risks and opportunities, including Net Zero
targets and initiatives.

4. Corporate Sustainability Reporting Directive (CSRD): CSRD aims to enhance transparency
and comparability of sustainability information, emphasizing the disclosure of Net Zero
commitments and progress.

5. Corporate Sustainability Data Disclosure Directive (CSDDD): CSDDD mandates the
disclosure of sustainability information, including Net Zero targets, by large companies,
enhancing accountability and disclosure practices.
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Case Studies:

1. Company A - Technology Sector:

Net Zero Commitment: Company A, a multinational technology company, has announced a Net
Zero commitment to achieve carbon neutrality across its operations by 2030.

Implementation Strategies: Company A is investing in renewable energy, energy efficiency
measures, and carbon offset projects to reduce its carbon footprint and achieve Net Zero
emissions reporting and Disclosure: Company A discloses its Net Zero targets, progress, and
initiatives in alignment with GRI, TCFD, and SASB standards, enhancing transparency and
accountability to stakeholders.

2. Company B - Automotive Sector:

Net Zero Supply Chain: Company B, an automotive manufacturer, has set a Net Zero target for
its supply chain, aiming to reduce emissions from raw material extraction to vehicle
manufacturing and use.

Collaboration and Engagement: Company B collaborates with suppliers, industry partners,
and policymakers to implement sustainable practices, improve supply chain transparency, and
accelerate the transition to Net Zero emissions.

Regulatory Compliance: Company B reports its supply chain emissions and Net Zero initiatives
in accordance with CSRD and CSDDD requirements, demonstrating compliance and leadership
in sustainability reporting.

Conclusion:

In conclusion, Net Zero represents a critical imperative within the ESG framework, reflecting the
intersection of environmental stewardship, business resilience, and stakeholder value creation.
By integrating Net Zero commitments, strategies, and reporting into their ESG practices,
companies can demonstrate leadership, manage risks, and seize opportunities in a carbon-
constrained world. Through adherence to ESG regulations and frameworks such as GRI, TCFD,
SASB, CSRD, and CSDDD, companies can enhance transparency, accountability, and credibility
in their journey towards Net Zero emissions and sustainable growth.
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