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Introduction
This year’s COP27 was the biggest COP in 
history, attracting almost 50,000 attendees — 
including more than ever from the private sector 
— and around 100 heads of state.

United Nations Secretary General António 
Guterres’ stark warning that the world is on a 
“highway to hell with its foot on the accelerator” 
set the scene for an event focused on 
implementation following previous events that 
had worked to secure the right commitments.

The conference, in Sharm El Sheikh, Egypt, 
came against a backdrop of an energy security 
crisis, extreme weather events, and geopolitical 
instability. Decarbonization, and the challenges 
around it, was high on the agenda.  

We’ve split this guide into four key themes that 
emerged as the event went on — energy, finance, 
commitments vs. action, and reporting. 
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The global energy 
transition is not 
moving fast enough
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Phasing down, low emissions and other distractions

Talking points

With the backdrop of an energy crisis fueling the 
rising cost of living in many countries, energy 
security and transition were once again high on 
the agenda at COP27. There was a high turnout of 
oil and gas lobbyists — 636 compared to Glasgow’s 
503 — with many concerned about their potential 
influence on energy transition plans. For instance, 
the agreed Sharm El Sheikh Implementation 
Plan featured an uneasy expansion of wording 
to include “low emissions fuels” that left many 
concerned about the implications for fossil fuel 
investment in the short term.

This concern was backed up by a report released 
at the event by German NGO Urgewald and 50 
NGO partners warning that oil and gas companies 
are planning production expansion that would 
result in 115 billion tons of CO2 being pumped 
before its completion, equivalent to more than  
24 years of US emissions. 

• Policies currently in 
place point to a 2.8°C 
temperature rise by the 
end of the century, far 
above the 1.5°C cited in 
the Paris Agreement. 

• $2.1 trillion is required 
annually between 2022 
and 2025, and double that 
annually to 2030, to stay 
on the net-zero pathway. 

• Oil and gas lobbying at 
COP27 increased. 

• Legislation, leadership,  
and financial incentives  
will all play a part in 
changing direction.

• Significant action and 
investment are needed 
quickly to effect change.

Meanwhile, some fossil fuel companies, and 
Western governments, have been visiting African 
countries in an attempt to persuade them to 
exploit remaining fossil fuel reserves and export 
the energy to them. This has led governments of 
some African countries to push for an agreement 
that oil and coal will continue to play a crucial 
role in the continent’s energy mix in the short 
and medium term, and that fossil gas will feature 
in the long term. 

On a positive note, investment in clean energy 
accounts for almost all new investment in 
electricity generation today.
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Action points 
The International Energy Agency has said that 
if the world is to achieve emissions reductions 
goals, no new fossil fuel projects can go ahead 
from 2022. So, how can international climate 
policy and investment support national action  
to meet the 1.5°C goal?

Legislation to lead action  
Nthabiseng Mosia, co-founder and chief 
commercial officer of Sierra Leone-based solar 
energy company Easy Solar, believes a priority 
outcome should be “getting firm roadmaps of 
how governments across the world will put the 
Paris Agreement to work”. As such, she wants to 
see legislation, policies, and programs, as well as 
plans for how governments will cooperate with 
the private and non-profit sectors.

High-level leadership 
Despite the challenges of the multilateral 
process at COP27, the tone established on 
climate change in Bali at the G20, as well as 
resumed meetings between Presidents Biden 
and Xi and their respective climate envoys, 

showed that high-level leadership  
and ambition on climate change can be an  
important factor in driving progress toward  
a more sustainable future. 

Financial flows  
More on this in the next chapter, but a landmark 
breakthrough agreement to provide loss and 
damage funding for vulnerable countries was a 
huge step in the drive toward limiting warming to 
1.5°C. Additionally, outside of the COP process, 
new Just Energy Transition Partnerships 
(JET-Ps) were announced with Indonesia and 
Vietnam, bridging public private investment and 
incentivizing emerging economies to leave fossil 
fuels in the ground in a switch to cleaner energy. 
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Loss and damage  
is a huge step

Chapter 2
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Loss and damage finally acknowledged as crucial

• Loss and damage funding 
for vulnerable countries 
finally made it onto the 
agenda for 2022.

• Who pays and who receives 
is still undetermined.

• About €340 million in 
new pledges for loss 
and damage were made, 
including from the EU,  
New Zealand, and Canada. 

• Financial reform is needed 
to drive action. 

• Future COPs have work to 
do to ensure momentum 
continues.

Talking points

Climate vulnerable nations have argued for 
many years that they’re suffering the most from 
climate impacts but have contributed  
the least to global emissions. They want  
developed nations to support them with 
financial reparations.

COP27 not only saw the issue of loss and 
damage firmly established at the heart of 
climate negotiations, but achieved agreement 
on the establishment of a fund, an outcome few 
had thought likely ahead of the talks. Although 
details need to be thrashed out at future COPs 
— including the crucial matter of who pays 
and who receives — the agreement is a major 
breakthrough for countries on the front line of 
climate change.

Approximately €340 million in new pledges for 
loss and damage have been made worldwide. 
This is short of the estimated $1 trillion a year in 
external finance needed by 2030 for emerging 
markets and developing countries other than 
China. But it’s a great start to global alignment 
on decarbonization.

Aside from an agreement to set up loss and 
damage funding, there was a lack of progress 
at COP27 around carbon markets — a key policy 
instrument targeting emissions reduction and 
investment. However, following COP27, the 
EU announced reforms to their carbon market, 
one of the world’s largest, which aims to cut 
emissions faster, by phasing out free CO2 permits 
between 2026 and 2034. 

https://www.ey.com/en_gl/tax-alerts/european-parliament-and-european-council-reach-provisional-agree
https://www.ey.com/en_gl/tax-alerts/european-parliament-and-european-council-reach-provisional-agree


8Your COP27 decarbonization digest

Multilateral Development Bank (MDB) reform  
While the issue of who pays and receives what 
for sustainable projects is unclear, reducing risk 
for projects is key to the agenda. Green loans 
and blended finance can de-risk the launch of 
green and clean tech projects enabling private 
sector capital to be deployed where their own 
risk profile could not have absorbed it wholesale. 
Rethinking established financing models and 
charters governing MDBs is not quick or easy, 
but US Climate Envoy John Kerry called for a 
plan by April to unleash hundreds of billions to 
help countries combat climate change, which in  
turn could leverage trillions in capital from  
the private sector.

Public procurement reform  
The US government’s proposal to raise the bar 
for major suppliers’ disclosure of greenhouse 
gas emissions, climate-related financial risks, 
and the setting of science-based emissions 
reduction targets will create a ripple effect 
over time on companies in the supply chain 
ecosystem in the US and beyond. It’s a smart 
move that engages the private sector in 
integrated emissions reduction targets by 2030. 
And with public spending under pressure, it’s a 
move that costs governments nothing up front.  
 

The right focus from private sector 
The negotiations around this technical and 
sensitive topic have been particularly complex. 
There have been multiple instances of allowing 
double and triple counting of carbon credits, 
poor quality offsets, and even potentially 
reclaim ownership (“authorization”) of carbon 
credits once they’ve been already issued into 
the market. Proposals are currently under 
discussion so no firm plans are in place, but a 
reduction in carbon credit supply and integrity 
risk could severely limit the future availability of 
carbon offsets. 
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Climate 
commitments 
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A clampdown on greenwashing, but greenwishing  
and greenhushing still challenge action

• A UN-sponsored taskgroup 
was set up to suggest 
decarbonizing standards 
to curb greenwashing by 
businesses.

• Current climate pledges from 
businesses have “varying 
levels of rigor and loopholes 
wide enough to drive a diesel 
truck through” according to 
the UN Secretary General.

• Science-based targets 
are crucial to encourage 
businesses to decarbonize 
effectively.

• Private sector action goes 
beyond COP with many 
accelerating change faster 
than legislation demands.

• Greenwashing is rife, but 
COP needs to do more to 
tackle greenwishing and 
greenhushing. 

Talking points

To tackle the issue of climate targets with 
“varying levels of rigor and loopholes wide 
enough to drive a diesel truck through”, the UN 
Secretary General has set up a task group to 
recommend the criteria that companies would 
need to meet in order to claim credibility.

The group, chaired by Canadian former 
environment minister Catherine McKenna, 
presented its 10 standards and proposed criteria 
to COP27. They included recommendations that 
targets should cover the short, medium, and long 
term. They also target corporates claiming to be 
net zero while continuing to expand fossil fuel 
supply or engaging in deforestation. Offsets are 
discouraged while corporate lobbying must not 
undermine government climate policies either 
directly, or indirectly through membership of 
trade associations. 

In addition, the International Organization  
for Standardization (ISO) published a net-zero 
“guidelines paper” intended to be a “single core 
reference text” for any organization wishing to 
create meaningful targets.

But while formal guidelines can tackle 
greenwashing, greenwishing and greenhushing 
are becoming more potent. Greenwishing 
sees organizations align to an agenda like net 
zero and allude to progress when there isn’t 
any. Greenhushing is where, with mounting 
politicization of an anti-woke ESG narrative, 
companies commit but provide little visibility of 
what they’re actually doing. 
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Beyond COP   
Business and society isn’t waiting for COP alone 
to implement action. A prime example was the 
US announcement of a new federal government 
requirement for major suppliers to publicly 
disclose GHG and climate-related risk and set 
science-based emissions reduction targets. It 
could have a ripple effect on companies of all 
sizes in the extended supply chain, nationally 
and internationally who will feed into larger 
companies’ footprints. And potentially even act 
as a model for other governments to follow, 
with echoes of the net zero commitment 
requirements for UK government suppliers. 

A focus on science-based targets   
The Science Based Targets initiative reports that 
of over 4,000 companies taking climate action, 
almost half (1,957) have science-based targets. 
The UN’s Global Climate Action portal reported 
a 90% increase in use by business, with over 
13,000 private sector organizations registering 
climate action. Internal carbon pricing is 
driving climate-informed decision making and 

planning. This shifts shows a wider move to 
net-zero economics, a new lens for competitive 
and investment strategy that addresses 
current and inevitable policy change. Leading 
businesses know that climate action is a business 
transformation strategy, but across all sectors 
we need to go further and faster.

The right focus from private sector  
The Technology Code of Practice (TCOP) has 
evolved as a convening platform for public-
private collaboration and action, with new 
supply chain collaborations, heavy industry 
decarbonization commitments, and expansion 
of the Breakthrough Agenda, First Movers 
Coalition, and finance sector initiatives 
encompassing $32 trillion assets under 
management. Despite the disappointment of 
COP27’s progress on emissions reduction, 
what’s clear from leading businesses engaging in 
climate action, is that they’re taking matters into 
their own hands. 
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Growing alignment 
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As we edge toward agreed standards, 
smart businesses get ahead of the changes

• ISSB climate-related 
disclosure standard 
incorporated into CDP 
from 2023. 

• In the US and Europe, 
transparency on Scope 1, 
2, and 3 emissions is likely 
to be a legal requirement 
moving forwards.

• If they’re not already, 
businesses need to move 
quickly to get ahead of 
legislative demands and 
decarbonization reporting.

• Regulations on reporting 
can be advantageous  
to companies that  
embrace them.

Talking points

The International Sustainability Standards 
Board (ISSB), established at COP26 is finalizing 
its draft climate and general requirements 
standards with a final release expected in 
early 2023. This “global baseline” is a set of 
sustainability reporting standards that provide 
investors with comparable, globally consistent, 
sustainability information.

At COP27, CDP, the organization which runs the 
Global Environmental Disclosure Platform for 
corporations, announced that it will incorporate 
the ISSB climate-related disclosure standards. 

In the US, the SEC released a climate disclosure 
proposal early in 2022 and a new human capital 
disclosure proposal is expected soon. The former 
received thousands of responses by the time the 
comment period closed in June 2022. Under 
the climate proposal, all SEC registrants would 
be required to make Scope 1 (direct emissions) 
and Scope 2 (indirect emissions from purchased 
energy) disclosures. Larger registrants would 
also be required to make Scope 3 disclosures 
if the indirect emissions from upstream or 

downstream activities in their value chain are 
material, or if they’ve set a greenhouse gas 
emissions or reduction target that includes  
Scope 3 emissions.

The other significant reporting development was 
that the European Parliament has now formally 
adopted the Corporate Sustainability Reporting 
Directive (CSRD). The CSRD, will replace the 
EU’s Non-Financial Reporting Directive, and will 
impact more than 50,000 large companies in the 
EU. Member States will soon begin the process 
of bringing the directive into national law. EFRAG 
plans to have its first set of standards adopted by 
the European Commission in June 2023. 

The heightened profile and engagement  
on adaptation and nature at COP27, was  
reinforced by the UN Biodiversity Summit 
(COP15) in December, adopting a landmark  
new agreement with goals to protect and restore 
nature, including urging business to measure  
and report on their impact. 
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Act now  
Companies should start preparing now for 
these reporting changes, by strengthening their 
technology, processes, systems, and governance 
around ESG reporting. They also should invest in 
their talent, upskilling their existing teams and 
possibly hiring people with the right experience 
and skills in sustainability and ESG reporting.

Audit skills expansion 
In addition, audit firms have investments to 
make. They need to equip their auditors with 
climate-related risk skills and training to ensure 
they can provide a comprehensive assurance 
process for sustainability reporting.

Use reporting to drive action  
Businesses need to treat disclosure as a means 
to an end rather than an end in itself. Climate 
change isn’t all about risks. Taking a value-
led sustainability approach gives companies 
the opportunity to make some big strategic 
decisions, which can help them reduce their 
emissions and increase competitive advantage.

Currently 130 organizations are involved in 
the piloting of the TNFD’s beta framework, 
with the full framework due in 2023.

Companies should use disclosure as a way to 
hold themselves to account on progress relating 
to their carbon footprint, while creating long-
term value for their shareholders. 

Set meaningful targets 
These should reflect scientific forecasts and 
relate not only to a company’s own operations, 
but also to its entire value chain.

Track performance in real time 
Technology can be used to provide real-time 
tracking of climate related performance and 
risks, so it’s an integrated part of organizational 
risk management practices and operations.

Perform scenario analysis  
Looking in detail at the scenarios a company 
might face can highlight opportunities to adjust 
business strategy and boost resilience.

These new rules and regulations around 
reporting are a call to action for businesses.  
So, how to react? 
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The road to COP28
Conclusion

As of 2022, scientists believe that we are now at 
1.2°C of warming globally — with implementation 
of the current pledges seeing an estimated 
2.4°C-2.6°C temperature rise by the end of the 
century. While concerns of a backslide on the 
1.5°C temperature limit were not fully realized, 
there was still little new progress on emissions 
reduction and fossil fuels. 

The annual climate summit’s profile and use 
as a platform to engage society and business 
on climate action grows every year. Despite 
dire warnings, pressure on governments and 
business to act will only increase, the demands 
accelerate, and the regulatory and investment 
landscape become more complex. 

Despite the apparent glacial speed of progress, 
COP remains an important function as a level 
playing field for nations to be represented, 
moderating complex issues, and providing a 
climate change “North Star” around which 
business and policy makers convene. 

It needs to echo in negotiators’ ears that the 
1.5°C aspiration of Paris 2015 was defined as a 
“limit not a target” by We Mean Business. COP27 
was a work in progress. The report card will urge 
that governments and businesses “must try 
harder” on the road to COP28, with no room for 
compromise.
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