2022

December

COP27: Taking Stock

-u NUtions C®P27 \\\\‘ /1’/

]te Change SHARMEL.
GYPT

SHE!KH

2022 ,”%/ \\\\“0

UldNt

C{:F'z? x\\.\\lff C p— cop ._Q{'.:fé_-/_ 8 oy
Ommz '/jﬂl' l:",'w—nﬁ?—u = f } i tinms

U A
W @ o Vg o =¥
~ o . 1 : b iy "
e ¢ w=Ie R~ Y ‘C)
DINATOR) B CHAR OF THE B 3 \ EXECHTE SECRETARY h PRESIDENT % " SECRETARY L
T 8 P ik .-',.“_ C: i el |

Sustainability Industry Report

The Al-Attiyah Foundation

®@6 9




01 OUR MEMBERS

The Al-Attiyah Foundation is proudly supported by:

N

999 dalallpn & i
wWOoQOD QatarEnergy JQIE'ZRGAS

Ae
ATAR = ¥ e
QATAR ELECTRICITY&WATER CO. assc
AIRWAYS Ayt @ Civilization & Progress ~ pam 4ig 45l

<0 ( oy
&

2
KRB

LI, CO DOLPHIN ¥ (14lga

el pla Syl o LGS, \ . ENERGY aaLmy

QATAR PETROCHEMICAL COMPANY

o “Chen
g ' gz{_F%O Conocc;'lshillips

dyglaralla. Wy N5 d 4 —_—
QATAR FERTILISER COMPARY aggnoll iliglostoll yloa dsyyds
QATAR CHEMICAL COMPANY LTD

- n
%  &um
S AT Marubeni S3soL HoLDIT

GULF HELICOPTERS

Jdggohd il

EXCELERATE dalhU yuly i

%‘ QATAR COOL EMERGY F NebraspOmen

Research Series 2022 December



INTRODUCTION

Negotiations at COP27 revolved around
the remaining prospects of avoiding a
global temperature increase of 1.5°C;
the provision of climate finance to
assist developing countries to mitigate
and adapt; and the establishment of
new funding to compensate vulnerable
countries for loss and damage. Carbon
markets also saw action, with decisions
on Internationally Transferred Mitigation
Outcomes (ITMOs) and the establishment
of a new carbon credit: a Mitigation

Contribution Emission Reduction (MCER).

What will be the overall impacts of these
COP27 outcomes? What further key
agenda items have emerged, and what
work remains in the run-up to COP28?

SUSTAINABILITY
REPORT

This research paper is part of a
12-month series published by the Al-
Attiyah Foundation every year. Each
in-depth research paper focuses on a
current sustainability topic that is of
interest to the Foundation's members
and partners. The 12 technical papers
are distributed to members, partners,
and universities, as well as made
available on the Foundation's website.
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03 EXECUTIVE SUMMARY

® Expectations around COP27, held in Sharm
El-Sheikh, Egypt on 6-20 November,
were not as high as in 2021, mainly due
to momentum on climate action being
impacted by geopolitical tensions, and to
few major specific items of deadlock or
decision on the agenda.

® |ssues addressed at COP27 were expected .
to have an African-Middle Eastern pivot, ‘
including adaptation, finance, loss and L
damage, and food resilience.

¢ Updates to countries’ Nationally
Determined Contributions (NDCs) were
disappointingly low during COP27, with
only five countries submitting official
updates, due to a dimmer focus on climate
action in 2022 and geopolitical upheavals
Impacting energy systems.

® The impact of recent geopolitical events
is seen in the "fossil fuel flow" in COP27
negotiations. Gas companies billed
themselves as “climate leaders" in the fight
against global warming and as "enablers of
the transition and energy security”

® The most publicised outcome from
COP27 was the decision to establish and
operationalise a loss and damage fund for
nations most vulnerable to the climate
crisis. However, no decisions have been
made on who shall pay into the fund,
where the money will come from, and
which countries will benefit.

® The nod to "low emissions” energy in the
Sharm el-Sheikh text is being regarded
as a position that allows oil- and gas-
friendly emissions reduction technologies
like CCUS to gain importance in the fight
against climate change'.
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COP27: BACKGROUND AND SCENE-SETTING

The "Conference of the Parties” (COP) are
annual events (apart from 2020, delayed by
the COVID-19 pandemic) that bring together
the 197 signatories to the United Nations
Framework Convention on Climate Change
(UNFCCC) to negotiate global goals for tackling
climate change .

COP26, held in Glasgow, Scotland in November
2021, was generally felt to have been a success
with some significant outcomes achieved,

such as agreeing to stronger 2030 emissions
reduction targets, collective commitments

to curb methane emissions, reversing forest
loss, accelerating the phase-down of coal, and
ending international financing for fossil fuels'.

Yet it was criticised for:

* Not substantially advancing climate
mitigation and adaptation efforts.

e Falling short of establishing new funding for
loss and damagel’;

¢ Delivering only partial decisions on Article 6
of the Paris Agreement on carbon markets.

e Certain mostly cosmetic outcomes, such
as weakening pledges to “phase out" fossil
fuels (especially coal) to “phase down”,
and side-lining demands for the outcomes
document to be called the "Glasgow Climate
Emergency Agreement”, with the COP26
Presidency naming it the “Glasgow Climate
Agreement" instead™.

COP27 therefore had to not only address
areas where COP26 fell short, but also wider
expectations around other related issues,
including:

¢ Climate finance, including clean energy
finance, to developing countries.

® \oluntary carbon markets and voluntary
biodiversity credits".

® Regulation of the registration of nationally
determined contributions (NDCs)¥.

® Progress towards what climate adaptation
actually means in practice*’.

Despite positive attention as "Africa's COP™i,
expectations around the conference's
outcomes were not as high as in 2021, mainly
due to momentum on climate action being
impacted by geopolitical tensions. These
included:

® The Ukraine-Russia war, and consequent
high energy prices that refocussed the
attention of many countries onto energy
security and hydrocarbons rather than the
energy transition.

e A widening divide between China and the
US due to opposing positions on Russia, and
US diplomacy in Taiwan.

* Asignificant redistribution of wealth among
countries, impacting the ability of many to
afford investment into climate action plans,
let alone provide support for others.
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Still, some notable developments took place
in the run-up to COP27, focussing mostly
on the current status of progress towards
the 1.5°C warming limit -with the European
Commission's lead on the European Green

Table 1 Key developments in the run-up to COP27

Stakeholder | Type Development

Deal and the European Climate Law, Frans
Timmermans, saying the target was not dead
but on "life support"™ - and the urgent action
and mobilisation of finance required to avoid
catastrophic climate change.

Key Takeaways for COP27

March
2022

May 2022

June 2022

June 2022

July 2022

October
2022
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Some developments renewed the push for
supporting mitigation and adaptation activities
in Africa and called for higher accountability
from Annex | countries, asking them to "put
their hands in their pockets and offer any money
for Loss and Damage™ii. African countries, many
of them on the UN least developed countries list,
looked to the Egyptian Presidency to prioritise
negotiations around these.

Other climate-vulnerable countries of the world,
some which had faced catastrophic climatic
disasters in 2022 (such as Pakistan, India, and
Bangladesh with flooding, parts of China and
Tuvalu with drought) further reiterated the

need for this COP to focus squarely on “"being
ready to manage the effects of climate change”,
institutionally and financially.

Egypt, therefore, largely outlined the thematic
priorities of the conference around these
developments. It positioned the conference
as a "COP of Implementation”, that would
“demonstrate actual success stories on
implementing commitments and fulfilling
pledges™vii,



COP27: WHAT DID IT ADDRESS FOR AFRICA?

Although COP27 was billed as an "African COP,"
It was not the first COP to be held in Africa,
nor the first in an Arab country. COP7 was held
in Morocco, COP12 in Kenya, COP17 in South
Africa, COP18 in Qatar, COP22 in Morocco
again®™* and of course, the upcoming COP28
will be held in the UAE.

It seems likely that Bulgaria or Czechia will
host COP29 in 2024, Brazil COP30, and
Australia COP31, moving the focus away from
the Middle East and Africa after 2023. This
likely helped further underscore the importance
of making progress on issues relevant to Africa
at the outgoing COP.

However, it could also be seen as a Middle East
COP, and one representing the interests of

oil- and gas-exporters. Egypt is a moderately
significant oil producer itself, but a net
importer (the UK, who hosted COP26 has the
same position), and a net exporter of gas. It

is strongly supported geopolitically by Saudi
Arabia and the UAE who also have stakes in its
oil and gas operations.

As the UAE hosts COP28, the back-to-back
Middle East-located conferences provide an
opportunity for a focus on climate policies
that take account of the interest of fossil-fuel
exporters, as well as of Middle East countries
in general, which are typically food importers,
and exposed to drought, desertification, and
high temperatures. The same could be said for
Australia if it were to host a near-term COP as
an important gas and coal exporter that faces
problems with water shortages and heat waves,
although in other ways its situation is very
different.

Major issues addressed at COP27, therefore,
were expected to have an African-Middle
Eastern pivot.

According to the current Chair of the African
Group of Negotiators (AGN) on climate change,
Ephraim Mwepya Shitima, and the African
Group Position following the decisions of

the Committee of African Heads of State and
Government on Climate Change (CAHOSCC)

, the continent sought specific action on
adaptation, finance, loss and damage, and food
resilience (Table 2).

Other negotiations that had less of an "African”
focus still represented important outcomes for
the continent. These included, mainly:

o Forests and nature-based solutions

o Sustainable consumption and
consumption-based accounting
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Table 2 What demands did the African continent have from COP27?

Topic / Issue What is it? Action Sought Did COP27 Address it?

Global Goal
on Adaptation
(GGA)

2020 Climate
Finance
Pledge

Funding for
Loss &
Damage
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Food Supply
Chain
Resilience

) . . . XXV
COP27 saw several new multl-country Figure 1 Tropical primary forest loss, 2000-2021

initiatives for tackling deforestation and .

restoring carbon-rich ecosystems, after the p

World Resources Institute's Global Forest .

Watch concluded that tropical deforestation g 0

had been “stubbornly high" in 2021, resulting = 4

in a loss of 11.1 M hectares of tree cover, g 3

including nearly 4 M hectares of pristine =

forests™v, L

An initiative led by the UK - the Forests and 0 e
Climate Leaders' Partnership - partnered SSSSSRS2RRR8ERE8RRSS
26 countries representing a third of the —o i el 15— P vt s
world's forests to meet twice yearly to "track Moving Average

commitments” on efforts to "halt and reverse
forest loss by 2030"
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It built on the Glasgow Leaders' Declaration on
Forests and Land Use made at COP26, which had
the backing of 145 nations representing >90%
of the world's forests. However, most of these
nations; including, Brazil, China, Democratic
Republic of the Congo, Peru, and Russia which
together account for nearly half of the world's
forests; declined to raise their commitments to
reduce deforestation and did not sign up to the
UK's new initiative.

Brazil and the DRC, however, had their own new
pact signed with Indonesia, dubbed the "OPEC of
Rainforests” by campaigners, which agrees that
the three countries, home to half of the world's
tropical forests, be paid to tackle deforestation
and boost carbon stores in their forests. The
importance of the Congo Basin's rainforest

in tackling climate change was brought up
frequently, with the basin largely recognised as
one of the most intact, biodiverse, and carbon-
dense places on Earth.

Another initiative - announced by France

- was to protect areas high in “carbon and
biodiversity”, such as "ancient forests, peat
bogs or mangroves"”, and was backed by China
and the US to form “positive conservation
partnerships” with rainforest nations.

During a side-event, Colombia and Venezuela
proposed relaunching the 1978 Amazon
Cooperation Treaty Organisation, a pact between
Bolivia, Brazil, Guyana, Peru, Suriname, and
Venezuela to protect the Amazon rainforest,
with rumours of Germany and Norway
“reigniting” an Amazon fund after Brazilian
President-elect Luiz Inacio Lula da Silva's speech
recommitting Brazil to zero deforestation.

Nature-based solutions were largely left to the
COP15 Biodiversity Summit held two weeks after
COP27, but COP27 still included some efforts

to note the interlinkages between climate
change and nature loss and discuss the “post-
2020 Global Biodiversity Framework" A group
of 350 civil society leaders, including African
indigenous voices and environmental leaders
also issued a statement calling for world
leaders to recognise and respect their land
rights and take more urgent, joint action on
climate change and biodiversity loss.




The final Sharm el-Sheikh Implementation Plan
text notes “the importance of transition to
sustainable lifestyles and sustainable patterns
of consumption and production for efforts to
address climate change”, with interlinks to the
Koronivia Joint Work for Agriculture (KJWA)
decision.

The decision, the only formal UNFCCC
workstream for food, was renewed for another
four years at COP27, but not after significant
debates on broadening its scope to take a
"whole of food-system" and "sustainable
production and consumption” perspective. This
issue became a key dividing element between
countries that already have language around
food systems in policies (such as the EU's

Farm to Fork Strategy) versus countries who
were reluctant to talk about aspects such as
consumption and diets®™.

The G77+China reportedly wanted references
to a "whole of food systems" deleted, while
France, Switzerland and the UK wanted to keep
it in. Twenty-nine (29) organisations, including
the WWEF, the Environmental Defence Fund,
Food and Land Use Coalition, and GAIN, also
appealed to negotiators to retain “sustainable
food systems" language™i, but according

to India, this was a method by developed
countries to block a "pro-poor” and “pro-
farmer" decision by insisting on “expanding
the scope for mitigation to agriculture, thereby
comprising the very foundation of food
security in the world™ovii |

Still, the final text of the KJWA (which did

end up including sustainable food production
systems*) was heralded as one of the more
inclusive processes at COP27, noting that
“often the keynote speaker at the workshops
was a woman smallholder farmer from Malawi
or Zimbabwe... it didn't give big agriculture the

space it was hoping for, but really emphasised
the input of smallholder farms, the importance
of food security and equity™.

According to the Institute for Research and
Promotion of Alternatives in Development
(IRPAD), the renewed KJWA would encourage
more sustainable supply chains to help meet the
“world's great food and climate challenge”.
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Updates to countries’ NDCs were disappointingly
low during COP27, with only five countries
(Timor Leste, Vietnam, Andorra, the Bahamas,
and Mexico) submitting official updates™,

As part of the Global Stocktake (GST) started

at COP26, countries were urged to revise and
increase their 2030 NDC targets to keep 1.5°C of
warming within reach, but progress to this end
proved tepid once COP27 got underway.

A major reason is the impact of geopolitical
tensions on energy security and supply, which
marked a return to hydrocarbons, putting
emissions mitigation and abatement on the
backburner. Major oil and gas-producing and
consuming countries like Chile, Kazakhstan,
Turkey, and the UAE did announce intention to
update their NDCs at COP27 but failed to submit
official documents to the UN. Out of the 4, only
Turkey announced revisions to its NDC at the
summit, committing to cut its emissions by 41%
by 2030 compared with a business-as-usual

KARANZEZN

ﬁk INANZNA

NA

N

scenario, up from its previous target of a 21%
cut by the same datexxii,

Mexico was the only one among other large
oil and gas-producing countries to officially
update its NDC at the summit, saying it would
cut its GHGs by 35% by 2030 compared to
2000 levels. Australia had updated its 2030
NDC ahead of COP27 in June, but its new
target still falls short of the 75% needed to
help limit temperature increase to 1.5°C*V,

The UK, meanwhile, who had also
“strengthened” its NDC delivery plan in
September, did not increase its emissions cut
targets, likely due to a turbulent government
formation process. Updates of other countries'
NDCs similarly seem to hinge on awaited
political developments. For example, in Brazil,
Lula da Silva's election has built expectations
for a more ambitious, transparent, and socially
inclusive NDC for 2030, but no developments
to this end took place during COP27.



Figure 2 Effect of NDCs, new or updated, prior COP27 on 2030 GHG emissions relative to initial NDCs ool

[ New or updated NDC with lower
2030 emissions than initial NDC

N Updated NDC since COP 26

I No new or updated NDC submitted

The absence of collective NDC-aligned
ambition is also reflected in the return of
“fossil fuel flow" in COP27 negotiations.
While the final text of the Sharm el-Sheikh
Implementation Plan repeats the Glasgow
Climate Pact's wording calling for efforts to
phase-down use of unabated coal power and
phase-out inefficient fossil fuel subsidies, the
summit itself affirmed the use of fossil fuels
for the foreseeable near future anyway.

For example, Sheikh Mohammed bin Zayed
al-Nahyan, the President of the UAE, said his
country would continue to deliver oil and gas
“for as long as the world" was in need.

Oil companies were also present at the summit,
including the likes of BP, Equinor, NewMed
Energy, and TotalEnergies. Advisors from
African countries' ministries of petroleum

were also present, with deals being signed for
“low-emission” energies, such as hydrogen. For
example, the Mauritania Ministry of Petroleum,
Mines and Energy held a signing ceremony
with BP on the sidelines of COP27 for a
hydrogen project.

B New or updated NDC with equal or higher
2030 emissions relative to initial NDC

| New or updated NDC not comparable to initial NDC

Natural gas companies, meanwhile, were busy
billing themselves as “climate leaders" in the
fight against global warming and as “enablers of
the transition and energy security”, particularly
with the loss of Russian supplies. Gas producers
like Egypt, Nigeria, and the UAE promoted
increased production and export of natural

gas to Europe and elsewhere as a “transition
fuel” towards zerO-emitting options, while the
US announced investments in new natural gas
facilities.

It should also be noted that none of the fossil
fuel phase-out clubs created last year at COP26
were able to recruit new members at this year's
summit, with the lone achievement being an
update to the Global Methane Pledge, a multi-
country initiative to slash methane emissions
by 30% by 2030 (which was also supported by
the Oil and Gas Methane Partnership 2.0). The
pledge now has 150 countries signed up (now
including Australia, Egypt, and Qatar) from 80-
100 at its launch at COP26.
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Fact Box 1 What did COP27 say about Article 62

1. COP27 supplemented the Article 6
Rulebook to grant countries complete
control over the confidentiality

of information related to trading
Internationally Transferred Mitigation
Options (ITMOs), although it is working
with a subsidiary body of the UNFCCC to
develop rules that might constrain the use
of confidentiality.

a. ITMOs use a CO2e metric for a new
set of market provisions or other GHG
mitigation outcomes that are defined
under Article 6 of the Paris Agreement.

b. ITMOs differ from previous offset
schemes as they count toward
countries' NDCs under Article 6.2 and
support overall mitigation in global
emissions (for Article 6.4).

2. COP27 established a new type of
carbon credit, the Article 6.4 Mitigation
Contribution Emission Reduction (MICER).
These are issued under Article 6.4 but
not authorised by the host country for
international compliance use, meaning
MCERs may not be traded as [TMOs.

a. MCERs represent emissions
reductions, or (potentially) removals,
that may be used for results-based
climate finance, domestic mitigation
pricing schemes, or domestic price-
based measures, for the purpose

of contributing to the reduction of
emission levels in the credit-generating
jurisdiction.

b. MCERs are authorised for use
towards achievement of NDCs and/
or for other international mitigation
purposes (which has been interpreted
by some to include credits in the
voluntary carbon market).

3. Negotiations with respect to
“removals” bore little fruit following a
negative reaction from NGOs to draft
recommendations not adequately
addressing human rights issues in
connection with emissions removal
projects.

4. Other issues that remain unresolved
include how legacy credits from the
Clean Development Mechanism should
be transferred to the Article 6 Global
Carbon Market Mechanism (GCMM).

DB Cli
et e ChaNE Advigg, | @
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Perhaps the most publicised outcome from
COP27 was the decision to establish and
operationalise a loss and damage fund for
nations most vulnerable to the climate crisis.
However, only three (3) developments to this
end took place at the summit. These included*:

* Deciding to establish new funding
arrangements with a focus on providing
and assisting in mobilising new and
additional resources.

e Establishing a "transitional committee”
on the operationalisation of new funding
arrangements that will be considered and
adopted at COP28,

* Reiterating the need for developed
countries to provide enhanced and
additional support for activities addressing
loss and damage associated with climate
change.

Two further initiatives launched to help address
loss and damage were the Global Shield against
Climate Risks, largely an insurance, assistance,
and capacity-building approach, and the UN
Secretary General's Early Warnings for All to
extend early extreme weather warning systems
to all countries, especially those in Africa®i

The most tangible of the 3 developments

was the establishment of the transitional
committee, with the UNEP later acknowledging
that "many details [with respect to the loss
and damage fund] remain to be negotiated"
Currently, no decisions have been made on who
should pay into the fund (although developed
countries were “urged"” to provide enhanced
and additional support), where the money will
come from, and which countries will most
benefitoxviii



The EU tied its support for the new loss and damages from climate change, with key
damage fund to deepening GHG reduction decisions around its inception left to COP28.
commitments, but this view did not prevail.
Other countries, including the US, continued

to oppose any “legal” or "mandating” structure
tied to compensation or liability for not meeting
funding requirements. The US was also among
the few who maintained that China, India, and
all high-emitting countries should be among
those contributing funds to address loss and
damage>ix

While all developed countries representatives
expressed their understanding and sympathy

in words, they “refused to put their hands in
their pockets and offer any money for loss and
damage”, arguing that questions of loss and
damage should be rolled into existing adaptation
financeX.

Clearly the decision to establish the fund is a
huge distance from providing it with the US$
140-300 B by 2030 and US$ 565 B by 2050
required annually by developing countries. Key
issues do not just concern the amount to be
provided, but also how funds will be provided.
Many developing countries have complained
that there is still no “clear definition of finance”
from developed countries, and that developed
countries are “untransparent”, and so funds are:

Not additional

Hard to access through multiple layers of
bureaucracy

Also, some vulnerable countries, including in
Africa and the Caribbean, have argued that
funding is often very slow and unpredictable,
with levels also seen as inadequate. Therefore,
the decision to establish and operationalise a
dedicated fund, while welcome and positive,
does not really do anything “at least for now"
to alleviate the concerns of climate-vulnerable
nations and LDCs in addressing loss and




As often at COP events, side agreements
and concurrent discussions may be of more
importance for global climate progress
than the formal results of the COP process,

main COP27 pavilions.

Table 3 Key announcements on the sidelines of COP27

Saudi Arabia’s
New Carbon
Credit Scheme

John Kerry’s
Energy

Transition
Accelerator

November
11-12, 2022

November
06-12, 2022

¢ As part of the Saudi Arabia Green Initiative, a new domestic carbon
credit scheme will be launched in early 2023.

e Credits will be Article 6 compliant and eligible for domestic use and
international transfer.

¢ The scheme aims to reflect the stringency of the Paris Agreement by
imposing additionality, permanence, and baseline-setting requirements,
in addition to new measures against double counting.

¢ A proposed “energy transition accelerator” will use voluntary carbon
markets to enable corporations to purchase carbon credits from
governments (or other jurisdictions) and use those credits to meet
voluntary climate targets.

o Capital raised from the sales will fund clean energy projects in
developing countries.

Table 3 summarises some of the key
announcements that transpired outside of the

although there were far less “multi-country”
announcements than at COP26.

Scheme, in-
progress

Proposed



President Biden’s
Methane Strategy

Africa Carbon
Markets Initiative

Indonesia’s Just
Energy
Transition
Partnership

LEAF
Commitments

Forests and
Climate Leaders
Partnership
(FCLP)

California
Insurance
Commissioner’s
“Sustainable
Insurance
Roadmap”

India’s Long-
Term Climate

Strategy

November
006-12, 2022

November
8, 2022

November
15, 2022

November
07, 2022

November
07, 2022

November
006-20, 2022

November
14, 2022

¢ US Federal Government will soon require domestic oil and gas
producers to detect and fix methane leaks by introducing regulations
targeted at the sector.

¢ A “super-emitter response programme” will require oil and gas
operators to respond to credible third-party reports of major methane
leaks at their sites.

» Enables Africa to become a frontrunner in the supply of voluntary
carbon market offsets.

» The continent expects to produce 300 M in offsets per year by 2030,
scaling to 1.5-2 B per year by 2050.

and protect biodiversity in some of the world’s poorest countries.

o The partnership between Indonesia and the International Partners
Group (IPG) will mobilise an initial US$ 20 B in public and private
financing, including an accelerated power sector emissions reduction
pathway to net zero by 2050 and a strategy to expand renewable energy
development, phase-down coal-fired electricity, and further regulatory
reform.

e The financing will take place over a 3—5-year period and will provide the
foundations for Indonesia to achieve its climate targets.

¢ The Lowering Emissions by Accelerating Forest Finance (LEAF)
Coalition is collaborating with a number of corporates and governments
to provide an additional US$ 500 M in private sector funding to the
existing US$ 1 B in financial commitments for countries seeking to

protect their forests.

« Launched by the EU, the FCLP will build on the deforestation
commitments made at COP26 and identify strategic areas in which
members can implement and scale-up new and existing solutions.

o It will work closely with the private sector, community leaders, and civil
society and will publish an annual Global Progress Report that will
assess global and FCLP progress towards halting and reversing
deforestation and land degradation by 2030.

¢ The roadmap is for California’s insurance market and encourages the
sector to actively reduce emissions and increase community resilience to
climate-related disasters.

« Among its top priorities is reducing GHG emissions, closing protection
gaps for vulnerable communities, making insurance available and
affordable, and community protection from climate threats.

¢ Focussed on deploying technological solutions such as CCUS and
hydrogen to meet its net-zero by 2070 goal.

o The strategy outlines 6 key areas for reducing net emissions: electricity,
urbanisation, transport, forests, finance, and industry.

Planned

Launched

Announced

In-progress

Launched

Announced

Released
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® The Sharm el-Sheikh Implementation Plan

emphasised the urgent need for emissions
reduction while recognising the need for
energy systems to be “secure, reliable

and resilient” through “low emissions”
energy alongside renewables. This input
(or "significant loophole”, according to
environmental activists) has been taken by
the oil and gas sector to mean a continued
and more sophisticated role in providing
reliable energy with ever-decreasing
emissions.

¢ The active presence of oil and gas majors

at COP27 added credence to the low-
carbon technologies that producers and
operators are availing to keep the sector
in line with climate goals, while at the
same time meeting the requirements of
the Sharm el-Sheikh Implementation Plan
to provide secure, reliable, and resilient
energy systems.

® The implementation plan did not directly

reference CCUS, but to the Working Group
Il report of the IPCC's 6th AR as the
“scientific basis" for climate action, which
identified carbon removal and CCUS as a
key element of limiting warming. This will
encourage oil and gas producers to reduce
their own emissions through CCUS.

Offsetting carbon emissions will be further
supported under the new rules for Article
6 on carbon markets, but significant work
remains to be done to drive down costs
and scale-up usage of technologies like
DAC while the more common bio-offsets
(e.g., forestry and soil carbon) are limited
by concerns over land-use, scale, and
permanence.

IMPLICATIONS FOR LEADING OIL AND GAS PRODUCERS

¢ Qil and gas producers can make

equivalent returns from renewables,

as they have made from oil and

gas, commensurate with lower risk.
Collective ambition to escalate financing
for "cleaner” energy creates a novel
opportunity for oil and gas companies
to build low-carbon businesses in
renewables, blue and green hydrogen,
EV charging, biofuels, and related areas.

A palpable shift in perception of

fossil fuels at COP27 can further

the necessary work on crucial
emissions reduction and/or abatement
technologies, such as methane removal.
With "upstream (gas) companies are
not the enemy, emission is the enemy”
becoming the motto of a lot of the ol
and gas attendees, important financing
can be unlocked for upcoming and large
gas producers to deploy flare capture
units and early methane leak detection
systems on equipment and at sites.

¢ Although COP27 saw a return of

the fossil fuel sector to discussions
around energy resilience, significant
public, social, and stakeholder pressure
remains. This could mean more rapid
divestment from oil and gas assets in
the near future, as already seen with
HSBC's recent decision to stop funding
the sector i,
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Despite a weaker performance than the COP26
summit in Glasgow, COP27 managed to score

a historic win, the decision for establishing a
dedicated loss and damage fund. It also made
some important, albeit limited, progress on
related issues of the global goal on adaptation,
although it fell short of reaching a consensus on
what this means in practice. New Article 6 rules
also encouraged support for carbon offsets, but
lack of clarity around voluntary carbon markets
and voluntary biodiversity credits will limit
trade under these, at least till they are properly
hammered out at COP28.

COP28 will have to settle a number of the
outstanding issues left unresolved at COP27,
including mainly Article 6, the clarifications
of the goal on adaptation, and most

importantly, the consideration and adoption
of recommendations by the loss and damage
fund transitional committee to actually
operationalise the fund.

With less than a year left in the lead-up to it,
the UAE will have to work overtime with the
committee and world leaders to act swiftly and
decisively to mobilise the “implementation”
aspect of the Sharm el-Sheikh summit. COP28
will also be crucial for concluding the global
stocktake process initiated at COP26. Whether
parties will have made comprehensive progress
towards crucial climate targets by then will
remain to be seen.
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