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The Portuguese Climate Framework Law
Raises Ambitions

As part of the European Union, Portugal is
entirely aligned with and committed to the Par-
is Agreement and the EU agenda on climate
change.

In fact, the new Climate Framework Law (Law
No 98/2021, of 31 December), in force since 1
February 2022, was recently approved by the
Portuguese Parliament. This is an essential legal
instrument to align Portuguese policies on cli-
mate change with the targets and objectives of
the Paris Agreement, the European Green Deal
and the European Climate Law.

This new law settles the right to a balanced
climate, establishes ambitious targets and
requirements for the design of public policies
across several economic sectors and levels of
governance, recognises climate as a “Common
Heritage of Humanity” and incorporates new
concepts into Portuguese law, such as climate
refugee, climate justice, climate security and
environmental health.

The main goal of the law is to achieve climate
neutrality by 2050, as already foreseen in the
Portuguese Roadmap for Carbon Neutrality,
establishing the main vectors of decarbonisation
to be implemented, largely in the electricity and
mobility industries, but it also settles the obliga-
tion for the Portuguese government to develop
studies to anticipate the meeting of this target
early — by 2045.

The law establishes climate policies and targets
for forestry sector (target for the equivalent net

CO; sink from the land use and forestry sec-
tor of at least 13 megatons on average between
2040 and 2050), as well as a target for marine
and coastal ecosystems. There are also secto-
rial targets for the reduction of greenhouse gas
emissions relative to 2005 values and compul-
sory approval of sectoral plans for mitigation and
adaptation to climate change.

The law also creates climate policy instruments
which are specifically applied to dealing with cli-
mate change adaptation, as follows:

* the National Strategy of Adaptation to Climate
Change, which was approved by Council of
Ministers Resolution 56/2015 of 30 July, and
its validity was extended until 31 Decem-
ber 2025 by Council of Ministers Resolution
53/2020 of 10 July; and

« sectoral plans for adaptation to climate
change, regarding the territory, geography
and the natural environment, infrastructure,
equipment and built environment, and eco-
nomic, social and cultural activities.

In addition, the law sets up a budget and tax poli-
cies, such as the creation of a new tax deduction
category — IRS Verde (Green Personal Income
Tax) — which will benefit national taxpayers who
acquire, use, or consume environmentally sus-
tainable goods and services and a new carbon
price policy covering the greenhouse gas emis-
sions involved in the production and consump-
tion of petroleum and energy products.

The energy sector: a concrete example

It can be argued that the commitment of Portu-
gal goes beyond the international agenda and
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targets, as it has been one of the first countries in
the world to accelerate, with concrete measures,
the decarbonisation process.

In contrast to the recent statements of other
European countries, which are deciding to reac-
tivate their coal-fired power plants, Portugal shut
down its last remaining coal-fired power plant —
Central do Pego - in November 2021, thus end-
ing the use of the polluting material for electricity
generation and showing that an ambitious coal
exit is possible through a combination of renew-
able energy policies and investment and energy
transition planning. In fact, Portugal committed
to shut down its two coal-fired power plants
in Pego and Sines by 2030 at COP23, but the
process was accelerated, and the last coal-fired
power plant was decommissioned at the end of
2021.

This decision was not affected by the impact of
the war in Ukraine. On the contrary, the official
call is to intensify and speed the energy transi-
tion. In 2021, 59% of the electricity consumed
in Portugal was already being generated from
renewables, namely hydroelectric and solar, and
the share is expected to grow fast.

In this context, it should be highlighted that the
target set out in the National Plan for Energy and
Climate 2030 (PNEC 2030), approved in July
2020, is of 47% of the energy consumed in the
country to have been generated from renewable
sources by 2030.

The ocean as the new player

Portugal is a coastal and archipelagic nation;
accordingly, there is also a focus on the ocean
which will certainly play an important role in the
near future as a source of renewable energy pro-
duction. In fact, it is already visible a national
trend to develop projects which derive renew-
able energy from the sea and the recently
approved law on the national electric system

13

underlines this as it determines the preparation
of a study that assesses the potential and the
best location for ocean-based renewable energy
generation and the measures for its subsequent
development.

Meanwhile, after a successful floating wind pow-
er pilot project, there is clear interest, both from
the market and the State, in developing ocean
renewable energies, namely floating, wind-
based energy generation capacity. Following
repeated announcements from the Portuguese
government regarding the intention to launch
the first offshore wind energy tender for 2023,
the Portuguese Prime Minister stated at the 2nd
UN Ocean Conference that Portugal is commit-
ted to a new target regarding renewable energy
projects derived from the sea: 10 GW by 2030.

Floating wind projects are expected to devel-
op as multipurpose schemes, delivering green
hydrogen and green ammonia, among others,
but also to develop in combination with sustain-
able aquaculture (namely algae and bivalves)
and carbon sequestration schemes. In addi-
tion, in the energy field, projects under develop-
ment that relate to harnessing wave energy are
expected to undergo intense development in the
coming years.

In parallel, and to assist during the transitional
period, Portugal is reinforcing efforts to make the
Port of Sines the LNG gate to Europe.

Also concerning the ocean, another area of inter-
est for climate issues is expected to develop:
carbon sequestration. Following the scientific
evidence that carbon sequestration is at least
eight times more effective in the ocean than
on land, there is growing interest is investing in
blue carbon systems. A concrete public example
comes from the Calouste Gulbenkian Founda-
tion, which announced, within the context of the
UN Ocean Conference, the launching of studies
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to assess the carbon sequestration potential of
Portuguese coastal ecosystems and committed
to invest in improving that sequestration to com-
pensate for the Foundation’s carbon footprint.

The pressure for the government to move into
the regulation of the voluntary carbon markets,
both ocean-based and forestry/agriculture sys-
tems, is expected to grow.

ESG-related investments

In another plan, Portuguese companies are
already becoming more concerned with ESG
standards, namely by defining them as essen-
tial for investment.

As part of the European Union, there are sev-
eral regulatory regimes related to ESG matters
in Portugal: the Taxonomy Regulation, the Sus-
tainable Finance Disclosures Regulation (SFDR),
the Delegated Act supplementing Article 8 of the
Taxonomy Regulation and the delegated acts
related to the finance sector. These contain the
main regulatory regime applicable to ESG in Por-
tugal within the financial sector.

Concerning the environmental component of
ESG, there are various domestic regulations
setting important rules on environmental mat-
ters, such as the above-mentioned Climate
Framework Law, the Waste Management Legal
Regime, the Environmental Impact Assessment
Legal Regime and the Water Law.

As will probably happen in other jurisdictions,
the financial sector is expected to play a cen-
tral role. Not only do the most dynamic sectors
reveal strong interest through the creation on
new funds aligned with the strictest environmen-
tal standards (Article 9 of the SFDR), but also
traditional banking actors are moving towards
more sustainable positions.

For example, Caixa Geral de Depositos (CGD),
the largest Portuguese bank, announced that, as
part of its sustainability strategy, it is classifying
its entire portfolio in light of ESG risk criteria.

Although still slight, the disclosure of voluntary
information relating to ESG, as an addition to
mandatory items within the annual accounting
and reporting, is already a visible trend.

The European Taxonomy is also starting to play
an interesting role, with more companies aware
of its importance as a tool for transformation,
including companies not directly covered by its
scope of application. The principles of “make
a substantial contribution” and “do no signifi-
cant harm” (DBSH) are reaching greater levels of
awareness as applied beyond the Taxonomy: the
DNSH was adopted, for example, in the Euro-
pean legislation for the application of European
funds within the Recovery and Resilience pro-
gramme.

The approach to ESG by local regulators has
been essentially pedagogical, aiming at creat-
ing awareness of the new obligations. Likewise,
whenever a new financial product is created,
regulators undertake a preliminary assessment
of its compatibility with the claims made by the
issuers under the ESG to prevent greenwashing.
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VdA is a leading international law firm with more
than 40 years of history, recognised for its im-
pressive track record and innovative approach
in corporate legal services. The excellence of its
highly specialised legal services, covering sev-
eral industries and practice areas, enables VdA
to overcome the increasingly complex chal-
lenges faced by its clients. VdA offers robust
solutions grounded in consistent standards of
excellence, ethics and professionalism. Rec-
ognition of the excellence of its work is shared
by the entire team, as well as with clients and
stakeholders, and is acknowledged by leading

AUTHORS

Assuncao Cristas joined VdA
as an of counsel in 2022 and is
the head of the firm’s ESG
Integrated Services Platform
and Environment practice, which
encompasses ocean and
agriculture-related matters. She is an associate
professor at Nova School of Law, where she
lectures at the undergraduate level, in addition
to acting as co-ordinator of the Master’s
degree in Law and Economics of the Sea.
From September 2009 to January 2020,
Assuncao held several political positions,
including Minister of Agriculture, Sea, and
Environment. During her term of office she was
responsible for the institutional reorganisation
of several areas of administration, the
negotiation of the European Common
Agricultural Policy reform, and the participation
in the Climate COPs.

15

professional associations, legal publications
and academic entities. VdA has been consist-
ently recognised for its outstanding and innova-
tive services, having received the most prestig-
ious international accolades and awards of the
legal industry. Through the VdA Legal Partners
network, clients have access to seven jurisdic-
tions (Angola, Cabo Verde, Equatorial Guinea,
Mozambique, Portugal, Sdo Tomé and Principe,
and Timor-Leste), with a broad sectoral cover-
age in all Portuguese-speaking African coun-
tries, as well as Timor-Leste.

Afonso Cuco is a senior
associate in VdA’s Environment
practice. He has worked on
several transactions in the area
of the environment, related to
the use of water resources,
environmental licensing and compliance,
environmental impact assessments, climate
change and emissions trading, environmental
responsibility, waste management and
environmental offences. Afonso has also
worked actively in the jurisdictions of Angola,
Mozambique and Sdo Tomé and Principe in
the areas of public law, energy and natural
resources.

Maria Gorjao Henriques joined
VdA in 2018. As an associate
she has been involved in several
transactions relating to the
environment, the ocean and
natural resources.
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Carolina Vaza joined VdA in
2018. She is an associate in the
firm’s Energy and Natural
Resources practice where she
has been involved in several
transactions.

VdA

Rua Dom Luis | 28
1200-151 Lisboa
Portugal 71
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Tel: +351 21 311 3400 “
Fax: +351 21 311 3406
Email: acr@vda.pt
Web: www.vda.pt
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