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VdA is a leading international law firm with more than
45 years of history, recognised for its impressive
track record and innovative approach in corporate le-
gal services. The excellence of its highly specialised
legal services, covering several industries and prac-
tice areas, enables VdA to overcome the increasingly
complex challenges faced by its clients. Recognition
of its work is shared by the entire team, as well as
with clients and stakeholders, and is acknowledged
by leading professional associations, legal publica-
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1. Multilateral Climate Change Legal
Regime

1.1 Multilateral Climate Change Legal Regime
As part of the EU, Portugal has integrated the EU posi-
tion within the Climate Convention and is very active
in the co-ordination procedures.

The EU Nationally Determined Contribution (NDC) is
an agreement of joint fulfilment submitted by the Euro-
pean Commission on behalf of the EU and its member
states to the United Nations Framework Convention
on Climate Change (UNFCCC). The positions are
guided by the Council’s conclusions. The Council’s
Working Party on International Environmental Issues -
Climate Change (WPIEI-CC) is responsible for working
and co-operating EU positions and has a negotiating
team composed of members from different member
states. The Portuguese position is aligned with the
most ambitious targets and the Portuguese authori-
ties, both political and technical, usually play a role in
supporting the push for more ambitious targets in miti-
gation issues, in line with the national decisions (eg,
the national Climate Framework Law opens the door
to anticipating climate neutrality by 2045). Adaptation
is critical for Portugal as a part of the Iberian Penin-
sula, one of the regions in the globe most exposed to
climate change. Accordingly, Portugal is particularly
vocal regarding adaptation issues.

Portugal is also part of the Community of Portuguese
Speaking Countries that joins nine countries in five
continents, including Angola and Mozambique, and
is particularly sensitive to issues relating to technol-
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ogy transfer. Technology transfer is usually addressed
within the nation’s development assistance strategies
and projects.

With regard to climate finance, not only does Portu-
gal use its public Environmental Fund to finance sev-
eral climate-related projects at the international level,
as part of its development aid strategy, particularly
those located in Portuguese-speaking countries, but
also to support its greater ambition. For instance, in
2023, Portugal and Cabo Verde signed an agreement
to convert Cabo Verde’s external debt into a Climate
and Environment Fund. Thus, the amount of debt
repayment to Portugal will be fully invested in this fund
for the climate and energy transition, an amount that
should reach EUR12 million by 2025. It is expected
that, given a positive assessment of the agreement,
the remaining EUR140 million of debt can then also be
converted into investments to increase the country’s
resilience and help to achieve the sustainable devel-
opment goals.

1.2 Regional Climate Change Legal Regimes

As part of the EU, Portugal and the Portuguese
responsible authorities, both at a political and techni-
cal level, are engaged with all the relevant legislative
procedures (European Council, European Parliament,
and engaging with the European Commission). Nor-
mally, the Portuguese position is active in supporting
the raising of standards relating to mitigation, in line
with the national ambition. As referred to in 1.1 Mul-
tilateral Climate Change Legal Regime, adaptation
is an area of great concern and commitment for the
Portuguese authorities. It should be noted that the
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European Climate Law was approved in 2021 under
the Portuguese Presidency of the EU and was one of
the notable outcomes of that Presidency.

2. National Policy and Legal Regime
(Overview)

2.1 National Climate Change Policy

At the end of 2023, the EC submitted to the UNF-
CCC an updated version of the EU NDC on behalf of
the EU and its member states, replacing the previous
one submitted in 2020. In the new document, it is
estimated that the full implementation of the “Fit for
55” legislative framework could enable the EU and its
member states to overachieve the EU’s net domestic
reduction of greenhouse gas (GHG) emissions target
of at least 55% compared to 1990 by 2030. It should
be noted that after the COP Dubai first global stock-
take, the European Commission assumed an interme-
diate target of reducing 90% of emissions by 2040.

As part of the EU, Portugal is truly committed to the
goals of the United Nations Framework Convention
on Climate Change (UNFCCC), was part of the Kyoto
Protocol, and was particularly active in the prepara-
tion of the Paris Agreement, all of which are being
implemented into the national climate change and
energy efficiency legal framework through various
instruments, as follows.

* The Roadmap to Carbon Neutrality (2050), which
determines renewable energy targets for Portugal,
set at 80% by 2030 and 100% by 2050.

» The National Climate and Energy Plan 2030 (PNEC
2030), which was recently updated according to
the provisions of the national Climate Framework
Law, anticipates, within four years, reaching the
goal of incorporating renewable energies in elec-
tricity production. Thus, as of 2026, 80% of the
energy produced in the national territory should be
of renewable origin.

* The Decree-Law No 84/2022, amended by Decree-
Law No 23/2023, ensures the reinforcement of
measures to accelerate the energy transition and
the decarbonisation of the economy, establishing
targets concerning energy consumption for renew-
able energy. For instance, in 2024, fuel suppliers,
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in addition to other mandatory measures, are also
required to make a minimum annual contribution
of advanced biofuels and biogas of 0.7% on the
quantities of fuels they release for consumption.

+ The National Air Strategy focused on the improve-
ment of air quality.

Portugal has also approved the Green Growth Com-
mitment (CCV), that imposed the following goals to be
achieved in 2020 and 2030:

* reduce greenhouse gas emissions by between
30-40% in relation to 2005;

* increase the share of renewable energy in the final
consumption of energy to 40%, which has been
updated to 49% by Decree-Law No 84/2022,
amended by Decree-Law No 23/2023; and

* increase energy efficiency through a reduction of
30% over the energy baseline in 2030.

The Portuguese Parliament approved the Climate
Framework Law in 2021, establishing the principles
of climate policy and governance, which is particularly
generous in providing litigation rights.

2.2 National Climate Change Legal Regime
The Climate Framework Law (Law 98/2021), in force
since 1 February 2022, establishes the principles
of climate policy, targets, and requirements for the
design of public policies across economic sectors,
and levels of governance. It also states a subjective
right to the climate balance, and the law is applicable
both to public and private entities and citizens.

This new legal instrument is essential to align Portu-
guese policies on climate change with the targets and
objectives of the Paris Agreement. Indeed, the Climate
Framework Law is the result of the Paris Agreement,
the European Green Deal, and the European Climate
Law.

In this context, the main purpose of the Climate Frame-
work Law is to achieve carbon neutrality by 2050, as
already established in the Roadmap for Carbon Neu-
trality (2050). Nevertheless, the law anticipates a pos-
sible raising of ambition to achieve carbon neutrality
by 2045, imposing an obligation to conduct studies
until 2025 addressing that possibility.
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Objectives of the Climate Framework Law
The major objectives on climate policy foreseen in the
law are the following:

» promoting a quick and socially balanced transition
towards a sustainable economy and greenhouse
gas neutrality;

« guaranteeing climate justice, ensuring the protec-
tion of communities most vulnerable to climate
crisis, respect for human rights, equality, and col-
lective rights;

* ensuring a sustainable and irreversible trajectory of
reduction of greenhouse gas emissions;

+ promoting the use of renewable energy as well as
its integration into the national energy system;

» promoting a circular economy and improving
energy and resource efficiency;

« promoting climate security;

- fighting against energy poverty, namely through the
improvement of living conditions; and

« establishing a rigorous and ambitious basis for
the definition and fulfiiment of climate objectives,
targets, and policies.

Climate Framework Law Targets
The Climate Framework Law also establishes climate
policies and targets, namely the following.

* A timeline for greenhouse gas reduction tar-
gets, setting reductions of at least 55% by 2030,
65-75% by 2040, and 90% by 2050. Note that
these targets included in Portuguese law must
always take into consideration the EU and interna-
tional commitments. Therefore, the national targets
shall be updated in accordance with the EU inter-
mediate target for 2040 that might be approved
in the framework of the European Climate Law, a
target for the equivalent net CO, sink from the land
use and forestry sector of at least 13 megatonnes
on average between 2040 and 2050, and a target
for marine and coastal ecosystems.

« Sectoral targets for the reduction of GHG emis-
sions relative to 2005 values and compulsory
approval of sectoral plans for mitigation and adap-
tation to climate change.

Moreover, the law sets up a budget and tax policies,
such as the creation of a new tax deduction catego-
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ry — IRS Verde (Green Personal Income Tax) — which
will benefit national taxpayers who acquire, use, or
consume environmentally sustainable goods and ser-
vices.

This law also states a clear obligation for subnational
level political actors (the Autonomous Regions of the
Azores and Madeira, and municipalities all across the
country, autonomous regions included) to develop
regional/local climate policies and strategies aligned
with the law. This means that the regional and local
authorities are expected to develop their own strat-
egies in line with the goals stated in the law. The
municipalities, the Regional Spatial Planning Com-
missions (CCDR), the Inter-municipal Commissions,
and the Metropolitan Areas of Lisbon and Oporto, are
expected to approve local climate change plans. The
municipalities and the CCDRs are to approve the local
climate change plans within two years and the law
anticipates the approval of an assessment mecha-
nism.

It should be noted that Lisboa, Porto, and Guimaraes
are three of the hundred European cities that have
assumed a commitment to become climate neutral
by 2030.

How Effective Will the Climate Framework Law
Prove to Be?

The effectiveness of the law is not yet easy to foresee.
On the one hand, it looks rather programmatic and,
for instance, does not provide for any misdemeanour
legal regime. On the other hand, it assumes the right
to a balanced climate and states obligations for the
public and private sectors. The application of this right
is difficult to anticipate. It depends critically on the
awareness of its existence, and the use that citizens,
individually or collectively organised — as well as asso-
ciations, foundations, and even private companies —
make of it in the future, and the position of the relevant
courts that might be asked to apply the law.

Recently, a group of environmental associations
appealed to the Supreme Court of Justice (STJ) in
a lawsuit against the Portuguese state for non-com-
pliance with the Climate Law, after the Civil Court of
Lisbon rejected the initial petition, delivered in Novem-
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ber 2023. The environmental associations made three
requests:

« the recognition of the non-compliance, by the
Portuguese state, with the measures provided for
in the Framework Law on Climate, which does not
allow the fulfilment of the climate targets set for
2030;

« the condemnation of the Portuguese state with a
view to putting into practice the missing measures;
and

« the adoption of the necessary legislative acts.

One of the first programmatic measures to be approved
by parliament, on 2 June 2023, was the creation of a
new institutional body — the Council for Climate Action
(CAC). The CAC will collaborate with the legislative
and executive branches to prepare studies, assess-
ments, and opinions on climate action.

2.3 Bilateral/Multilateral Co-Operation

The Portuguese Environment Agency (APA), is the
national authority designated in the context of Article
6 of the Paris Agreement, monitoring the respective
negotiations. In this context it is the national com-
petent authority pursuant to and for the purposes of
Directive (EU) 2018/410 of the European Parliament
and of the Council of 14 March 2018, that establishes
a scheme for GHG emission allowance trading within
the Community. It is also the national authority respon-
sible, within the voluntary carbon market established
by the Decree-Law No 4/2024, for the approval of
carbon methodologies, supervising the development
and management of the platform for the registration of
carbon projects and credits, monitoring the voluntary
carbon market and making information on the func-
tioning of this market publicly available on its web-
site. The national legal regime for the voluntary carbon
market excludes the possibility to use or claim carbon
credits for complying with EU or international obli-
gations, including for the purposes of the European
Emissions Trading System (EU ETS) and the Carbon
Offsetting and Reduction Scheme for International
Aviation (CORSIA) or for the fulfilment of NDCs from
any other party to the Paris Agreement, but allows
offsetting beyond residual emissions. The approval of
all the complementary rules and the implementation of
the online registration platform are expected shortly.
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Until the current date, no formal bilateral, publicly
known agreements for the establishment of inter-
nationally transferable mitigation outcomes (ITMOs)
have been established by Portugal. Nevertheless, Por-
tugal engages in co-operation efforts with countries
aligned with the Paris Agreement on other areas of
climate change policy action.

Portugal has a permanent collaboration between
Camoes - Institute for Co-operation and Language,
IP (under the scope of the Ministry of Foreign Affairs)
—in the capacity of co-operation with the development
co-ordinator entity and the sectorial ministries, such
as the Ministry of Environment and Climate Action
responsible for the thematic areas of environment,
including climate change (CC) and energy.

The Strategy for Portuguese Co-Operation 2030 (ECP
2030) was adopted in Portugal in 2022. This strategy
constitutes a guiding instrument for public policy on
international co-operation for development. The strat-
egy includes co-operation on the protection of the
environment, fight against climate change, promotion
of sustainability, and ensuring a green transition.

The ECP 2030 specifically states that Portuguese co-
operation should substantially contribute to three key
international commitments:

+ the 2030 Agenda for Sustainable Development;

» the Action Agenda of Adis Abebda on financing
development; and

+ the Paris Agreement.

This strategy intends to strengthen the importance of
international co-operation in Portugal. Moreover, the
strategic framework and guidelines for development
co-operation are aligned with the needs and priorities
of partner countries and established by Strategic Co-
Operation Programmes (PEC) signed by each partner
country, like those with long-time partners such as
PALOP and Timor-Leste.

Co-Operation with other Paris Agreement countries
has been mostly achieved through the Environmen-
tal Fund established by Decree-Law No 42-A/2016,
and geographically focused on the prioritisation of
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co-operation activities towards the Lusophone (Por-
tuguese-speaking) developing countries.

According to the Decree-Law No 42-A/2016, amend-
ed by the Decree-Law No 114/2021, the national
public entity in charge of managing the Environmen-
tal Fund is the Secretariat-General of the Ministry of
Environment.

This Fund supports environmental policies for the
pursuit of Sustainable Development Objectives, con-
tributing to the achievement of national and interna-
tional objectives and commitments, in particular those
related to climate change adaptation, carbon markets,
energy efficiency, water resources, waste, forests,
nature conservation and biodiversity and co-operation
in the area of environment and climate action, includ-
ing for the fulfilment of international commitments.

Specifically, Portugal has co-operated, through the
Environmental Fund and PECs, with the Portuguese-
speaking African countries (PALOP) and Timor-Leste.
New beneficiary countries were added in the last
few years, from North and Western Africa and Latin
America, including Tunisia, Cote d’lvoire, Colombia,
and Argentina.

Portugal has also reiterated its collaboration with
Brazil, in a joint declaration on 22 April 2023, on the
promotion of a just energy transition aimed at carbon
neutrality, within the framework of the Paris Agree-
ment.

As an EU member state and as part of the Official
Development Assistance programme, Portugal has
made commitments to mobilise 0.15% to 0.20% of its
Gross National Income and allocate it to Least Devel-
oped Countries by 2030. Portugal also endorsed the
commitment derived from the 2014 ministerial-level
meeting of the Development Assistance Committee
(OECD/DAC) to focus the support from member coun-
tries on countries most in need (which includes Fragile
States, Least Developed Countries, and Small Island
Developing States).

Lastly, many of the co-operation agreements in the

energy area also include mentions of the need to
achieve a just energy transition, namely one that is
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aligned with the objectives established by the Paris
Agreement.

2.4 Key Policy/Regulatory Authorities

From a regulatory standpoint, there are several pub-
lic entities responsible for enforcing the Portuguese
climate change and environmental legal framework,
namely:

+ the Portuguese Environment Agency, which has

a mission to propose, develop and monitor the
integrated and participatory management of
environmental and sustainable development poli-
cies, in tandem with other sectorial policies, and in
co-operation with public and private entities with
the same purpose, with the aim of providing a high
level of environmental protection and rendering
high-quality services to citizens;

the Portuguese Climate Agency, created by the
Decree-Law 122/2024 of December 31st, which
has the attributes and resources to act in a trans-
versal and multi-sectoral manner on climate action,
from reducing greenhouse gas emissions and
increasing renewable energy usage to decarboni-
sation and climate neutrality. For this purpose, this
new Agency brings together services which have
been transferred from the General Secretariat of
the Ministry of the Environment and the Portu-
guese Environment Agency, while also taking on
the management of the Blue Fund and the Environ-
mental Fund, whose legal regimes the Decree-Law
amends;

the General Inspection of Agriculture, Sea, Envi-
ronment, and Spatial Planning, which carries out
inspections regarding all activities, and all public
and private entities with environmental relevance,
imposing the measures that prevent or eliminate
situations of severe danger to human health and
safety, and to goods and the environment;

the Water and Waste Regulatory Authority, which
ensures the regulation and supervision of the water
and waste services, and aims to increase the effi-
ciency and effectiveness of the provision of these
services;

the Institute for Nature Conservation and Forests,
which has a mission to propose, develop, and
ensure the execution of nature conservation and
forest policies, taking into view the conservation,
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sustainable use, recovery, and recognition of these
natural assets;

* regional spatial planning commissions, whose
mission is to execute environmental, planning, and
regional development policies;

« the Directorate-General for Natural Resources
and for Maritime Services and Safety, which has a
mission to execute policies for the preservation of
natural marine resources, fisheries, and aquacul-
ture, and to develop maritime services and safety,
including the maritime ports sector; and

+ the Secretariat-General of the Ministry of Environ-
ment, which has a mission to ensure support for
policy formulation, strategic and operational plan-
ning and to support the performance of the Minis-
try of the Environment at an international level and
in the application of EU law.

2.5 Climate Litigation

Climate change litigation is an increasingly significant
feature of the legal landscape in Portugal, reflecting
broader European and global trends. While Portugal
has not seen the same volume of climate-related
cases as some other jurisdictions, such as the Neth-
erlands, Germany or the United Kingdom, there is
a clear and growing interest in using the courts to
address climate change issues. This trend is shaped
by both domestic legal developments and Portugal’s
obligations under European Union law and interna-
tional agreements. The Portuguese Climate Frame-
work Law (Lei No 98/2021 of 31st of December)
establishes the concept of environmental citizenship
in Article 7, stating that everyone has the duty to pro-
tect, preserve, respect and ensure the safeguarding
of the environmental equilibrium, contributing actively
to mitigate climate change.

In 2024, climate litigation became topical in Portugal
due to a legal proceeding moved by Association Ulti-
mo Recurso against the Portuguese state for lack of
climate accountability, seeking a ruling that declares
Portugal must set stricter targets for reducing green-
house gas emissions and to define long-term plans
for carbon neutrality. The Supreme Court invited the
associations that brought the proceedings to show
the necessary measures that would be considered
sufficient to be adopted by the Portuguese state to
ensure, regarding the targets for 2005, a reduction
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until 2030 of at least 55% of greenhouse gas emis-
sions (not considering the use of soil and forests). The
core of the issue raised was regarding the vagueness
of the Portuguese Climate Framework Law regarding
implementation and execution, regarding the targets
settled.

3. National Policy and Legal Regime
(Mitigation)

3.1 Policy/Regulatory Instruments and
Spheres of Government/Sectors

In Portugal, and as mentioned in 2.1 National Climate
Change Policy, there are several policy/regulatory
instruments to achieve climate change goals.

In order to achieve the above-mentioned goals, there
are also domestic regulations setting important rules
on climate change/greenhouse gas emissions mat-
ters, such as:

« Decree-Law No 4/2024, which establishes the
voluntary carbon market and lays down the rules
for its operation;

« three ordinances published on 2 October 2024 to
regulate three key aspects of the functioning of the
voluntary carbon market:

(a) the amounts of the fees to be charged for
acts that are a prerequisite for the activity of
voluntary carbon markets agents (opening an
account, registering projects, credit transac-
tions, etc);

(b) the qualification criteria for carrying out the role
of independent project verifier (the sectors of
activity, the requirements and procedures for
entering the role, etc); and

(c) the general requirements of the electronic
registration platform — ie, the functionalities
this platform must offer and the mandatory
information to be entered into it, particularly by
market agents;

* Decree-Law No 12/2020, which establishes Portu-
gal’s carbon trading scheme; and

* Decree-Law No 145/2017, which establishes
mechanisms to reduce the emission of greenhouse
gases.
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Although the Decree-Law No 4/2024 entered into force
on 6 January 2024, the voluntary carbon market is
still under development. The regulatory developments
that took place last year, as the ordinances mentioned
above, were approved to define the rules for the cer-
tification of independent verifiers and the creation of
an online platform for the public registration of car-
bon projects and respective carbon credits. Regarding
the approval of carbon methodologies, the Technical
Monitoring Committee of the Voluntary Carbon Market
developed the first carbon methodology focused on
new forestations. This methodology establishes the
requirements and guidelines for quantifying the net
benefits of activities that sequester carbon by creat-
ing new forests in Portugal and was subject to pub-
lic consultation. The methodology specifies rules for
project eligibility, the methods for calculating the net
effects of an afforestation project on greenhouse gas
emissions and CO2 removals from the atmosphere,
the procedures for assessing the risk of reversal of
sequestered carbon and the approaches for monitor-
ing and reporting on the respective projects. After the
public consultation analysis, the adjustment of the
proposed methodology and subsequent approval by
the Climate Agency is expected.

On the regulated carbon market side, under the Euro-
pean ETS, the operators subject to Decree-Law No
12/2020 must hold a permit allowing them to emit
greenhouse gases, and they are obliged to monitor
their emissions. Other activities are not subject to
climate targets as a prerequisite for environmental
permits.

Nevertheless, if an entity applies for public funding,
namely within the European Funds system, it is an
increasingly common requirement that it complies
with the “do no significant harm” principle. That is
the applicable rule, eg, for the use of funds within the
EU-funded Resilience and Recovery Plan.

With regards to taxation of polluting activities, new
carbon taxes for air and ship travel were approved by
Ministerial Order 38, amended by Ministerial Orders
110/2023 and 242/2023. These amendments extend-
ed the scope of the carbon tax to air travel on small
aircrafts, while clarifying that only passenger air trans-
port is taxed.
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Additionally, values of tax rates for oil and energy
products were reviewed by Ministerial Order 111-
A/2022, and subsequently by Ministerial Order 164-
A/2022 and Ministerial Order 167-D/2022, with several
amendments thereafter.

4. National Policy and Legal Regime
(Adaptation)

4.1 Policy/Regulatory Instruments and
Spheres of Government/Sectors

The new Climate Framework Law establishes climate
policy instruments which are specifically designed for
dealing with climate change adaptation, as follows.

+ The National Strategy of Adaptation to Climate
Change, which was approved by Council of Minis-
ters Resolution 56/2015, the validity of which was
extended until 31 December 2025 by the Council
of Ministers Resolution 53/2020.

« Sectoral plans for adaptation to climate change, in
particular with regards to:

(a) territory;

(b) geography;

(c) the natural environment;

(d) infrastructure;

(e) equipment;

(f) built environment; and

(9) economic, social and cultural activities.

« Inter-municipal and municipal plans for adaptation
to climate change, for example in inter-municipal-
ities such as Algarve and Arrabida and cities such
as Lisbon, Aveiro, Maia, and Leiria.

The PNEC 2030 (listed in 2.1 National Climate Change
Policy) contains a strategic long-term vision for a cli-
mate-neutral country, setting the following national
targets to be achieved by the year 2030, aligned with
a trajectory towards carbon neutrality by 2050:

* reducing CO2 emissions by 28.7% for non-ETS
sectors;

+ reducing CO2 emissions, excluding LULUCF, by
55%, with reference to the emissions registered in
2005;

* reducing primary energy consumption by 35%,
with a view to better energy efficiency; and
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+ achieving 15% electricity interconnections.

Furthermore, PNEC 2030 sets CO2 reduction targets
for the following specific sectors, to be achieved by
2030:

+ 70% for services;

* 40% for transport;

+ 35% for residences;

+ 30% for waste and waste water; and
* 11% for agriculture.

Both the public and the private sectors, including
investors and the general public, are expected to be
impacted by the Portuguese national policies on cli-
mate change, as well as the new Climate Framework
Law, since these instruments impose complex chang-
es on the whole community.

5. Responses to International
Developments

5.1 Carbon Markets

The Portuguese Climate Agency (ApC), is now the
national authority designated in the context of Article
6 of the Paris Agreement, monitoring the respective
negotiations. The ApC has replaced the Portuguese
Environment Agency (APA) in responsibilities related
to climate, namely the national carbon trading scheme
and the voluntary carbon markets. The ApC, estab-
lished by Decree-Law No 122/2024 and operational
since 1 January 2025, has taken on duties that previ-
ously fell under the remit of the APA, including the
supervision and promotion of the development of the
Voluntary Carbon Market in Portugal.

In addition, the ApC is responsible for other functions,
such as managing climate-related funds (for example,
the Environmental Fund and the Social Climate Fund),
co-ordinating decarbonisation efforts in the sectors of
industry, transport, buildings, agriculture and forestry,
and implementing the National Energy and Climate
Plan (PNEC 2030).

Therefore, the ApC now centralises climate policy and
action in Portugal, including oversight of the voluntary
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carbon markets, which were formerly the responsibil-
ity of the APA.

The national carbon trading scheme is foreseen in
Decree-Law No 12/2020, enacting Directive 2018/410/
EU, and establishing a scheme for greenhouse gas
emissions allowance trading within the European
Community (the Amended Emissions Trading Direc-
tive).

Operators subject to this legal regime must hold a
permit allowing them to emit greenhouse gases, which
must be monitored and certified annually, and this
information must be sent to the Portuguese Climate
Agency. The permit is annexed to the environmen-
tal licence of the operator issued under the Industrial
Emissions Regime.

Concerning the voluntary carbon markets — seen as a
powerful tool to support the NDCs under Article 6 of
the Paris Agreement — it should be highlighted that a
national trend to compensate greenhouse gas emis-
sions through these markets is emerging.

Indeed, since 6 January 2024, the Decree-Law No
4/2024 has entered into force, which establishes the
voluntary carbon market (VCM) and lays down the
rules for its operation. The VCM covers greenhouse
gas emission reduction projects and carbon seques-
tration projects, if they are developed on national ter-
ritory. Its operating mode can be briefly described as
follows.

« Carbon projects shall be developed according to
methodologies for each typology (such as forests
and “blue carbon”) approved by the APA.

* The reduction of GHG emissions or carbon
sequestration within the voluntary carbon market
generates carbon credits.

+ One carbon credit corresponds to one tonne of
CO2.

+ Carbon projects and carbon credits are recorded
on a public platform specifically provided for this
purpose and may be traded between voluntary car-
bon market actors or used by their holders.

* The use of credits could be either for emission
compensation or for contributing to climate action.
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* Once used, the carbon credits must be cancelled
on the public platform.

The technical committee for monitoring the voluntary
carbon market necessary for the development of car-
bon methodologies to be submitted to the APA for
approval has already been created.

The first methodology for carbon projects has been
put out for public consultation, and the period of
public consultation has already ended. Meanwhile,
the requirements for the certification of independent
verifiers have been published and the public regis-
try platform for carbon projects and credits has been
regulated, making the voluntary carbon market fully
operative, once the digital registry platform starts
functioning.

Although it has not moved on, the first fund in Portugal
that foresees carbon sequestration rights namely as a
way to remunerate in kind a class of fund units, con-
sidered a dark green investment under Article 9 of the
Sustainable Finance Disclosure Regulation (SFDR),
was approved by the Portuguese Securities Market
Commission (CMVM) in February 2023.

An additional note regarding Regulation (EU)
2024/3012 of the European Parliament and of the
Council of 27 November 2024, entered into force on
26 December 2024. The Regulation establishes an EU
certification framework for permanent carbon remov-
als, carbon farming and carbon storage in products.

The aim of the Regulation is to establish rules in the
EU for carbon credit certification schemes to make
sure that they:

« issue carbon credits that reflect actual and verifi-
able removals or reductions in soil emissions;

* ensure transparency and trust in carbon markets
through disclosure requirements and interoper-
ability between their platforms, avoiding double
counting of credits; and

« ensure environmental integrity by promoting asso-
ciated biodiversity benefits while avoiding green-
washing.
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The Regulation is voluntary; however, it is likely that
the demand side of the carbon markets will move
towards favouring credits issued under the Regu-
lation. This is because credibility will be key to the
growth of this market, and carbon removal/reduction
tokens that comply with the rules will benefit from
enhanced credibility.

The certification system established by the Regula-
tion in question does not directly apply to the car-
bon credits themselves, but rather to the certification
frameworks, or carbon markets, through which these
credits are issued and recorded. Recognition of these
certification frameworks is granted by a decision of
the European Commission, which evaluates whether
the market’s rules are robust enough to ensure that
the carbon projects and credits admitted to the frame-
work comply with the Regulation’s standards and thus
merit the associated credibility.

These certification frameworks are obliged to submit
annual reports to the Commission, providing ongoing
oversight and transparency. Certification is granted for
a period of five years, after which it must be renewed
with the Commission to maintain its validity. This pro-
cess ensures that only those frameworks consistently
meeting the required criteria retain their certified sta-
tus.

The Regulation’s structured approach to certifica-
tion, which flows from the Commission down to each
individual carbon credit, is designed to safeguard the
quality and integrity of these climate change instru-
ments within the European Union. This chain of certi-
fication aims to instil confidence in the environmental
effectiveness of carbon credits and the markets in
which they are traded.

5.2 European Union Carbon Border
Adjustment Mechanism (CBAM)

The EU Regulation establishing a Carbon Border
Adjustment Mechanism (CBAM) entered into force on
17 May 2023. As a member state of the EU, Portugal
will be impacted by the obligations arising from this
mechanism.

Bearing in mind that the main objective of the EU
CBAM is to avoid carbon leakage and inspire partner
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countries to establish carbon pricing policies to fight
climate change, the import of relevant goods — so far,
cement, iron and steel, aluminium, fertiliser, hydrogen,
and electricity — into Portugal will be dependent on the
issuance of CBAM certificates.

Only authorised CBAM declarants will be able to
import the relevant goods to EU territory, which means
importers that operate in Portugal will also have to
become authorised CBAM declarants.

CBAM declarants will need to:

* buy CBAM certificates at the beginning of each
year;

« report, until 31 May of each year, on the quantity of
relevant goods imported into the EU in the pre-
ceding year, on the number of CBAM certificates
purchased, and on its correspondence with the
amount of greenhouse gas emissions embedded in
the products; and

« submit proof that CBAM certificates were bought
for the calendar year in question until 31 May.

Starting on 1 October 2023, importers of relevant
goods will be obliged to provide information concern-
ing embedded emissions. Authorisations to become
CBAM declarants will need to be requested from 1
January 2024 onwards and, starting on 1 January
2026, CBAM declarants will be obliged to declare the
goods imported, their embedded greenhouse gas
emissions, and the quantity of corresponding CBAM
certificates bought.

Recently, in May 2025, the European Council adopted
its negotiating mandate (general approach) concern-
ing CBAM’s significant legislative updates. The pro-
posal is part of the Omnibus | legislative package and
aims at simplifying compliance and reducing admin-
istrative burdens, particularly for small and medium-
sized enterprises (SMEs).
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6. Liability for Climate Change and
ESG Reporting

6.1 Climate Financial Reporting

As part of the EU, all the EU legislation on reporting
and information obligations, namely to investors, is
totally applicable in Portugal. A growing number of
investors are creating specific funds under the most
stringent EU regulations to address climate issues,
combining the Sustainable Finance Disclosure Regu-
lation (SFDR) and the European Taxonomy.

It shall be noted that the Corporate Sustainability
Reporting Directive (CSRD) sets mandatory reporting
obligations for in-scope companies concerning ESG
sustainability matters, whilst the TCFD only provides
for voluntary disclosure of information concerning
climate-related risks and opportunities.

The Corporate Sustainability Due Diligence Directive
(CSDDD), published in 2024, has a broader scope
than the TCFD, which goes far beyond the disclo-
sure of related risks and opportunities pursuant to the
TCFD, establishing liability provisions for companies.

Refer to the below sections for more information con-
cerning the CSRD and CSDD, directives that will still
need to be transposed into the Portuguese legal order.

The demand for climate response initiatives is a grow-
ing trend, produced both by pressure from investors
and also the feeling that consumers increasingly value
the sustainability commitment of companies and insti-
tutions. Investment and industrial operational deci-
sions tend to influence each other, and the shortage
of green assets might turn out to be a powerful engine.
The financial sector, as a whole, is expected to play a
relevant part in these transformations.

6.2 Directors’ Climate Change Liability
Administrative/Civil Liability

Directors or persons who hold a management position
in companies are responsible, on a subsidiary level,
for the payment of fines and procedural costs related
to environmental administrative offences.

The majority of misdemeanours due to environmen-
tal damage are regulated by the Environmental Mis-
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demeanour Framework Law. According to this legal
regime, environmental misdemeanours can be con-
sidered light, serious or very serious, depending on
the gravity of the infraction.

For very serious environmental misdemeanours,
the applicable fine ranges between EUR10,000 and
EUR200,000 for individuals and between EUR24,000
and EURS5 million for companies. Whenever the pres-
ence, emission or release of one or more hazardous
substances seriously affects the health, safety of per-
sons and goods, and the environment, the minimum
and maximum limits of the above-mentioned fines
may be elevated to double the amount.

For serious environmental misdemeanours, the
applicable fine ranges between EUR2,000 and
EUR40,000 for individuals and between EUR12,000
and EUR216,000 for companies.

For light environmental misdemeanours, the applica-
ble fine ranges between EUR200 and EUR4,000 for
individuals and between EUR2,000 and EUR36,000
for companies.

Ancillary penalties can also be applied alongside very
serious and serious environmental misdemeanours,
comprising, among other things, the following:

« prohibition against applying for subsidies and pub-
lic benefits;

* prohibition against participating in public tenders;

« suspension of licences and authorisations;

- closing down of industrial facilities or sites subject
to authorisation or licensing issued by a public
authority;

« sealing of equipment; and

* seizure of animals.

Additionally, the Climate Framework Law foresees that
the duties of care, loyalty and reporting on accounting
imposed on directors or members of governing bod-
ies with supervisory functions must include the care-
ful assessment of the risk that climate change poses
to the business model, capital structure and assets
of companies. However, the Climate Framework Law
does not foresee any sanctions, nor any type of liabil-
ity, for the non-compliance with these duties.
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The amendments introduced to the Commercial Com-
pany Act by Decree-Law No 89/2017, which trans-
posed the Non-Financial Reporting Directive (Direc-
tive 2014/95 (EU)) into the Portuguese legal order,
impose on the directors of companies of public inter-
est that have an average of 500 employees the duty
to include non-financial demonstrations in the man-
agement report, which have to contain information on
the evolution, performance, position and impact of
the company’s activity regarding environmental mat-
ters, namely impact on climate change, among other
matters.

It shall be noted that the number of companies, and
consequently of directors, to which these duties are
applicable, will grow after the approval of the legal
instrument that will transpose the CSRD into the Por-
tuguese legal order, which must have occurred until
6 July 2024. A two-year delay in the implementation
of the CSRD for countries that have not yet complet-
ed the transposition of the directive (such as Portu-
gal) has been granted, and this extension will allow
the directive to be implemented with the proposed
amendments already included, reducing regulatory
uncertainty.

In fact, all large companies, as well as listed SMEs, will
now progressively be required to report on sustain-
ability, and some non-EU companies will also have
to report.

Criminal Liability

The Portuguese Criminal Code also establishes sev-
eral situations where criminal liability may arise owing
to the practice of environmental crimes as a result of
damage to the environment or to nature. Companies
and not only individuals may be considered subject
to criminal liability owing to the practice of an environ-
mental crime under the terms foreseen in the Criminal
Code.

Furthermore, Directive (EU) 2024/1203 on the pro-
tection of the environment through criminal law and
replacing Directives 2008/99/EC and 2009/123/EC
was published on 11 April 2024.

This European legislation aims to strengthen envi-
ronmental protection through criminal law in the EU



PORTUGAL | AW AND PRACTICE

Contributed by: Assuncéo Cristas, Catarina Pinto Correla, Carolina Vaza and Mariana Vicente, VdA

by introducing new criminal offences based on seri-
ous breaches of environmental law and significantly
increasing the level of sanctions and fines. The new
Directive introduces sanctions and penalties that
should be uniformly applied across the European
Union for both natural and legal persons (except state
authorities and public international organisations).

It also requires member states to guarantee appro-
priate procedural rights in proceedings concerning
environmental criminal offences and rights of access
to information on the progress of the proceedings, in
line with the rights that already exist in national law
for proceedings concerning other criminal offences,
namely to (i) persons affected or likely to be affected
by those offences, (ii) persons having sufficient inter-
est or maintaining the impairment of a right, as well as
(iiiy environmental NGOs.

The Directive has been in force since 1 May 2024 and
shall now be transposed by member states into their
domestic laws, by 21 May 2026.

6.3 Shareholder or Parent Company Liability
According to Article 72 of the Climate Framework Law,
harmful acts and omissions that accelerate or contrib-
ute to climate change give rise to liability. Misdemean-
our penalties will be laid down in a separate statute,
still to be approved.

Article 72 provision assumes an important dissuasive
function for:

« acts and omissions harmful to the climate;

* practices that violate legal provisions on climate;
and

« the improper or abusive use of natural resources.

Pursuant to the CSDDD, a parent company can be lia-
ble without prejudice to the civil liability of its subsidi-
aries or of any direct and indirect business partners in
the chain of activities of the company. Nonetheless,
when the damage was caused jointly by the parent
company and its subsidiary, direct or indirect business
partner, they shall be liable jointly and severally.

Where the parent company fulfils the obligation of
combating climate change on behalf of the subsidi-
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ary, the subsidiary shall comply with the obligations
laid down in Article 22 of the CSDDD concerning com-
bating climate change in accordance with the parent
company’s transition plan for climate change mitiga-
tion accordingly adapted to its business model and
strategy.

It should be noted that the fulfilment of some of the
due diligence obligations at a group level should be
without prejudice to the civil liability of subsidiaries
under the CSDDD in respect of victims to whom the
damage is caused. In fact, if the conditions for civil
liability are met, the subsidiary could be held liable
for damage that occurred, irrespective of whether
the due diligence obligations were carried out by the
subsidiary or by the parent company on behalf of the
subsidiary.

The CSDDD provides the possibility to exclude an ulti-
mate parent company from any due diligence obli-
gations if its main activity is the holding of shares in
operational subsidiaries and does not engage in the
taking of management, operational or financial deci-
sions affecting the group or one or more of its sub-
sidiaries, and only if one of its subsidiaries established
in the EU fulfils all obligations under the CSDDD on
behalf of the holding company. For that purpose, an
application needs to be submitted to the competent
supervisory authority of the holding company. Joint
liability for both the ultimate parent company and the
designated subsidiary is foreseen in case of failure of
the subsidiary to comply with the obligations.

Currently, the CSDDD is being revised under the
Omnibus | Package. The deadline for transposition
has been delayed by one year and, meanwhile, the
material obligations might be reviewed to lighten the
burden for companies. The extension of the due dili-
gence obligation, expected to be limited to Tier 1 sup-
pliers and to focus only on the material aspects in line
with the assessment under the CSRD, and the content
of the transition plan, are expected to change. At the
time of writing, it is still unclear where the extent of
the revision stands, or even whether the Directive will
be postponed or eventually revoked, as contradictory
political statements from different governments have
come to public light.
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6.4 ESG Reporting and Climate Change

In Portugal, the ESG framework is based mainly on EU
legislation. The Taxonomy Regulation, the Climate and
Environmental Delegated Acts supplementing Article
8 of the Taxonomy Regulation, the SFDR and the del-
egated acts related to the finance sector contain the
main regulatory regime applicable to ESG in Portugal
within the financial sector. The majority of reporting
provisions are targeted at large, public-interest com-
panies and specific sectors.

According to Decree-Law No 89/2017, companies
of over 500 employees shall prepare a non-financial
statement. Other mandatory reporting obligations
derive from:

+ the Portuguese Commercial Company Act, which
requires disclosing financial statements and annual
reports;

« the Accounting Directive No 29, which requests
disclosures on environmental risks; and

« the Corporate Code, which requests disclosures on
corporate governance structures and practices.

The majority of the reporting provisions ask for infor-
mation on environmental issues such as climate
change or waste treatment and governance issues
such as remuneration and risk management. Compa-
nies that are not subject to specific rules are starting
to disclose information on a voluntary basis through
the publication of ESG commitments and the adoption
of sustainability policies. For example, several Por-
tuguese companies are members of the UN Gilobal
Compact, representing a strong commitment on their
part to improve their corporate responsibility and
implement their sustainability policies.

As the EU legislation adopts a “whole value chain”
approach, although not directly covered by the legal
obligations, many small and medium-sized compa-
nies already feel the impact of the new regimes, as
they are increasingly asked by their clients to comply
with ESG priorities. Reporting duties will, however,
become more exigent and apply to a larger number
of companies with the approval of the legal instrument
that transposes the Corporate Sustainability Report-
ing Directive (Directive (EU) 2022/2464) into the Por-
tuguese legal order.
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Directive 2025/794, commonly referred to as the
“Stop-the-Clock Directive”, grants member states the
ability to postpone their obligation to transpose its
provisions into national legislation until 31 December
2025.

The Commission Proposal as regards certain corpo-
rate sustainability reporting and due diligence require-
ments, that forms part of the Omnibus | Package, sets
the new scope of companies applicable for CSRD
reporting obligations.

When the Commission Proposal is adopted, the CSRD
reporting obligations will be applicable to companies:

» with more than 1,000 employees established in a
member state that fulfil at least one of the following
criteria:

(a) balance of more than EUR25 million; and
(b) turnover of more than EUR50 million.

The listed SMEs and smaller large undertakings are
proposed to be removed from the scope of manda-
tory reporting.

The “Stop-the-Clock Directive” sets a two-year delay
in the reporting requirements for companies preparing
their first corporate sustainability reports.

+ Large companies are required to report in 2028 for
the financial year 2027.

» Listed SMEs are required to report in 2029 for the
financial year 2028.

The Commission Proposal includes changes for CSD-
DD. Under the Proposal, due diligence obligations will
focus primarily on a company’s own operations, its
subsidiaries and its direct business partners.

The adoption of the legal instrument that will trans-
pose the CSRD into the Portuguese legal order will
result in a responsibility to report on climate matters.
The first set of European Sustainability Reporting
Standards (Delegated Regulation (EU) 2023/2772),
specifying the information that companies shall be
required to disclose with regards to environmental,
social and governance matters within the framework
of the CSRD, was adopted in December 2023. It
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establishes that, under the CSRD, companies must
report on the material impacts, risks and opportuni-
ties resulting from their activities, namely in relation to
climate change, as provided under ESRS E1 Climate
Change. The Commission’s proposal seeks to amend
the ESRS with the objective of significantly reducing
the number of mandatory disclosure requirements.

As stated in 6.1 Climate Financial Reporting, CSDDD
in-scope companies will also have to adopt a plan
to ensure that the business model and strategy of
the company are compatible with the transition to a
sustainable economy and with the limiting of global
warming to 1.5 degrees Celsius in line with the Paris
Agreement. The Commission Proposal aims to revise
CSDDD in relation to companies’ transition plans for
climate change mitigation, with the aim of enhanc-
ing legal clarity and ensuring alignment between the
CSDDD and the sustainability reporting framework
established under the CSRD.

In Portugal, the standards and guidance provided by
the International Sustainability Standard Board (ISSB)
are recognised because they provide a global baseline
of climate and sustainability-related risk disclosure
for companies and their investors. Some Portuguese
companies have set science-based targets in accord-
ance with the Science Based Targets initiative (SBTi)
framework for reducing their greenhouse gas emis-
sions according to the climate target set under the
Paris Agreement.

7. Transactions

7.1 Due Diligence

There is already a visible trend to include climate
change due diligence and even minimum safeguards
due diligence in M&A, finance and property transac-
tions.

Currently, companies that are eligible under the Euro-
pean Taxonomy Regulation to have an activity aligned

with the taxonomy must:

» make a substantial contribution to one of the six
environmental objectives;
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* not significantly harm the other remaining five
objectives; and

« carry out their activities in compliance with the
Minimum Safeguards, which include a due dili-
gence through the value chain. Compliance with
Minimum Safeguards implies the execution of due
diligence procedures to ensure the alignment with
the OECD Guidelines for Multinational Enterprises
and the UN Guiding Principles on Business and
Human Rights.

Although the alignment with the European Taxonomy
is optional, the mandatory reporting represents a sig-
nificant pressure. The technical screening criteria of
the Taxonomy Delegated Acts is also under simplifica-
tion in the context of the Omnibus | package.

In Portugal, there are no statutory duties to perform
due diligence throughout the value chain. Nonethe-
less, with the transposition into the Portuguese legal
order of the CSDDD, the statutory duties to perform
due diligence on environmental and social matters are
expected to be established through a progressive in-
scope timeline from 2027 to 2029.

The CSDDD will require in-scope companies to con-
duct environmental (which includes climate change)
and human rights due diligence - ie, EU and non-EU
companies and parent companies with over 1,000
employees and with a turnover of more than EUR450
million and franchises with a turnover of more than
EUR80 million if at least EUR22.5 million was gen-
erated by royalties, by integrating due diligence in
their policies, identifying actual or potential adverse
impacts, preventing and mitigating potential adverse
impacts, monitoring the effectiveness of their due dili-
gence policy and measures, and publicly communi-
cating on due diligence. Since the CSDDD is built on a
value chain approach, it will have an indirect impact on
SMEs, as these SMEs are part of the chain of activi-
ties. As referred to above, the CSDDD is currently
under revision, and the final content is still uncertain.
Nevertheless, if it is to be maintained, at least an indi-
rect impact on the first tier of companies in the supply
chain is envisaged.
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8. Climate-Friendly Investment Support

8.1 Renewable Energy

Portugal has implemented the National Action Plan for
Renewable Energies, establishing concrete objectives
regarding the share of Portugal’s energy supply from
renewable sources, as well as the National Action Plan
for Energy Efficiency. Concerning energy efficiency,
Portugal established an energy certification system for
buildings, with the purpose of improving the energy
performance of buildings and making the obtaining of
energy certificates mandatory.

More recently, the National Long-Term Strategy to
Eliminate Energy Poverty 2023-2050 was approved.
Its main goal is to eradicate energy poverty in Por-
tugal by 2050, protecting vulnerable consumers and
actively integrating them into the energy and climate
transition, which is intended to be fair, democratic and
cohesive.

The major objectives established by the Climate
Framework Law regarding the energy sector were to
ban the use of coal to produce electricity from 2021,
and of natural gas of fossil origin to produce electricity
from 2040. With regard to energy supply, it is worth
noting that the ocean will play a key role as an impor-
tant source of electricity production.

Already in 2024, the following decrees and decisions
regarding renewable energies were approved and
published.

» Decree-Law 22/2024, that extends the exceptional
measures to simplify procedures for the production
of energy from renewable sources.

(@) It aims to maintain the exceptional and tem-
porary measures established in 2022 for the
implementation of projects and initiatives for
the production and storage of energy from
renewable sources, including the procedures
for the prior control of urban operations, in
order to adapt them to the material simplicity
of the operations for the installation of power
plants for renewable energy sources and the
production of hydrogen by water electrolysis.

» Decree-Law 18/2024, that creates a mechanism to
compensate municipalities for strategic electricity
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projects of great impact that generate significant
negative externalities in their territories.

(a) The objective is to establish a compensations
framework (financial or other) for municipali-
ties strongly impacted by high-impact strategic
national projects that involve the construction
and rapid operation of new renewable power
plants, energy storage facilities and the devel-
opment of new electricity grid capacities devel-
oped as part of the acceleration of the energy
transition to reduce dependence on fossil fuels.

* Resolution of the Council of Ministers 50/2024, that
establishes the legal entity for the “Licensing of
Renewable Energy Projects 2030” in the framework
for the Recovery and Resilience Plan and in line
with RePowerEU.

(a) It has a mission to ensure simplification of
the legal and regulatory framework applica-
ble to renewable energy projects through the
implementation of a one-stop-shop for project
licensing, the consolidation of the sector’s legal
framework and the creation of a monitoring
system, which results in effective monitoring
and control of projects.

* Resolution of the Council of Ministers 41/2024, that
approves the Biomethane Action Plan 2024-2040.

(a) It foresees two phases, with different time
horizons: a first phase that aims to create a
biomethane market in Portugal, and a second
phase that aims to strengthen and consolidate
that biomethane market. In addition, a com-
plementary axis is also presented, which will
be transversal to the use of biomethane at a
national level, which aims to ensure social and
environmental sustainability.

The Renewable Energy Directive was revised by the
amending Directive EU/2023/2413, has been in force
since 20 November 2023 and shall be transposed by
member states in an 18-month period, with a shorter
deadline of July 2024 for some provisions related to
permitting for renewables.

The purpose is to accelerate EU’s independence from
fossil fuels, raising the 2030 target to at least 42.5%
(up from 32%), aiming for 45%, meaning that mem-
bers states shall collectively ensure that the share of
energy from renewable sources in the Union’s gross
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final consumption of energy reaches those targets by
2030.

Even though of broader scope, the Regulation on
establishing a framework of measures for strengthen-
ing Europe’s net-zero technology products manufac-
turing ecosystem (Net-Zero Industry Act), adopted on
27 May 2024, should also be mentioned. It recognises
19 net-zero technologies, including those related to
renewable and nuclear energy, grid and energy stor-
age, hydrogen, biogas and biomethane, carbon cap-
ture and storage, and biotechnologies, and creates
favourable conditions for investment in such technolo-
gies. This Regulation is now pending publication in the
Official Journal of the European Union and will enter
into force on the day of its publication.

8.2 Other Support

The Recovery and Resilience Plan, the national
programme implementing the next generation EU
strategic instruments to mitigate the economic and
social impact of the environmental crisis, is aimed
at providing investment opportunities for resilience,
climate change and digital transition projects, and
encompasses projects focused on renewable energy.
Moreover, Ministerial Order No 98-A/2022 approved
a regulation for an incentive system for production of
renewable hydrogen and other renewable gases.
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The “Portugal 2030” materialises the Partnership
Agreement established between Portugal and the
European Commission, which defines the major stra-
tegic objectives for the implementation, between 2021
and 2027, of the overall amount of EUR23 billion from
the EU funds for regional development, employment,
social aid and innovation and territorial cohesion, just
transition, maritime, fisheries and aquaculture.

It is implemented through 12 programmes including
the “Sustainable 2030” programme dedicated to cli-
mate action and sustainability. This programme, with
an allocation of EUR3.1 billion, is an important contri-
bution for the country to achieve carbon neutrality by
2050, providing investments to answer the challenges
of climate change adaptation, risk prevention and dis-
aster resilience, the transition to a circular economy
and sustainable urban mobility, and delivers on the
EU’s strategic policy objective for a greener Europe
implementing the Paris Agreement by investing in
the energy transition, renewable energy and the fight
against climate change.
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VdA is a leading international law firm with more than
45 years of history, recognised for its impressive
track record and innovative approach in corporate le-
gal services. The excellence of its highly specialised
legal services, covering several industries and prac-
tice areas, enables VdA to overcome the increasingly
complex challenges faced by its clients. Recognition
of its work is shared by the entire team, as well as
with clients and stakeholders, and is acknowledged
by leading professional associations, legal publica-
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tions and academic entities. VdA has been consist-
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The European and Portuguese Regulatory
Landscape: Regulations of the Voluntary Carbon
Market

The European regulatory landscape is undergoing
significant transformation, marked by a series of
ambitious initiatives aimed at bolstering economic
resilience, fostering sustainable growth and enhanc-
ing the competitiveness of the single market. Among
the most notable recent developments are the Draghi
report, the Omnibus | package, and the Clean Indus-
trial Act, each of which signals a renewed commitment
by EU institutions to address both longstanding and
emerging challenges. These measures collectively
reflect a strategic pivot towards greater integration,
innovation and sustainability, setting the stage for a
new era in European policymaking.

The Draghi report, commissioned to assess the future
of European competitiveness, has provided a com-
prehensive blueprint for revitalising the continent’s
economic model. Its recommendations emphasise
the need for deeper capital markets, increased invest-
ment in digital and green technologies, and a more
agile regulatory framework. In parallel, the Omnibus |
package not only provides more time for adaptation to
ESG obligations, but also proposes reviewed criteria
for the targeted entities and lightens the obligations.
Meanwhile, the Clean Industrial Act underscores the
EU’s determination to lead the global transition to net
zero, proposing robust support for clean technolo-
gies and the decarbonisation of key industrial sec-
tors. Together, these initiatives are shaping a dynamic
regulatory environment, with far-reaching implications
for businesses and investors across Europe.
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The Draghi report, Omnibus | package, and Clean
Industrial Act collectively illustrate a strategic pivot in
European policy-making by signalling a shift towards
a more integrated, forward-looking and sustainability-
driven approach. This new direction is characterised
by a recognition that the challenges facing the Euro-
pean Union - ranging from economic competitiveness
to climate change - require co-ordinated, compre-
hensive responses rather than “piecemeal” reforms.
Taken together, these initiatives represent a holistic
strategy that seeks to align economic, financial and
environmental objectives, marking a clear departure
from previous, more siloed approaches. This integrat-
ed policy-making framework is designed to position
Europe as a global leader in both competitiveness and
sustainability, setting a new benchmark for regulatory
ambition and coherence.

As part of the EU, all these changes are applicable in
Portugal, and once approved, the new versions of the
directives must be transposed.

While there is a certain sense of providing more time
to implement the ESG agenda, the challenges of cli-
mate change, biodiversity loss and circular economy
remain. The strict targets settled in the European Cli-
mate Law in order to achieve climate neutrality by 2050
are currently not under revision, but the way to meet
them is facing and expected to face changes. One of
these might be a recalibrated balance between cutting
emissions and offsetting. The European Regulation for
certification of carbon removals, although very strict,
opens the door to that path, and is expected to pro-
vide ground for a credible voluntary carbon market.
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Portugal has revealed a very favourable development
toward the growth of the voluntary carbon market,
as the regulatory environment has been adapting and
adjusting in that direction. This evolution has been
driven by a combination of proactive government
policies, alignment with EU climate objectives, and a
growing recognition of the economic and environmen-
tal benefits associated with carbon trading.

A clear example of this is the political signal that is
represented by the creation of the Climate Agency,
created in 2024 as a new public institute with very
broad attributes which include:

« the development of the voluntary carbon market;

« the exercise of functions as the competent national
authority within the scope of the European Emis-
sions Trading System;

* the management of the Environmental Fund and of
the Blue Fund; and

« the co-ordination of national, European and inter-
national funds, programmes and projects within the
government area of environment and energy.

The Voluntary Carbon Market was created by the
Decree-Law No 4/2024, on January 5th (the “Frame-
work for the Voluntary Carbon Market”), which estab-
lished the rules for its functioning. However, its effec-
tive implementation and execution depend on the
following complementary steps, some of which have
already been taken:

« a regulatory framework to be established through
Ordinances;

« the development of a public platform to register
carbon projects and carbon credits;

+ appointing and publicising the member of the
Technical Monitoring Committee, since created by
Dispatch No 3771/2024, of April 8 (already pub-
lished); and

« developing carbon methodologies, placing them
into public consultation and effectively implement-
ing them.

Three out of the four Ordinances mentioned on the
Framework for the Voluntary Carbon Market were
published on 2 October 2024. The final Ordinance is
meant to regulate the conditions and minimal capi-
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tal requirements of insurances to cover situations of
reversal of sequestered emissions, which can happen
following a forest fire situation, for example.

These Ordinances are the following:

* Ordinance No 239/2024 on Fees, which estab-
lishes the fees to be charged in the ambit of the
voluntary carbon market by the supervisory and
management entities of the platform (account
opening, project registration, credit transactions);

+ Ordinance No 240/2024 on Qualification Criteria for
the activity of independent project verifier (sectors
of activity, requirements and procedures); and

+ Ordinance No 241/2024 on the General Require-
ments for the Electronic Registration Platform,
namely, the functionalities that the platform must
offer, and the mandatory information to be entered
into it, particularly by the market agents.

These Ordinances represent an important step
towards the operationalisation of the Voluntary Car-
bon Market in Portugal.

The Electronic Registration Platform and its Role
The transparency of the voluntary carbon market is
essential for the success of this market, as a credible
and reputable part of the system. To this effect, the
Framework for the Voluntary Carbon Market deter-
mines the creation of a public platform where the
credits are registered, allowing for its traceability and
avoiding double trading of the same credit.

Ordinance No 241/2024 establishes the framework for
the requirements of the functioning of the platform
in question, but, above that, it identifies which func-
tionalities this platform must ensure are in place. An
articulated interpretation of Ordinance No 241/2024
with Article 18 of the Framework for the Voluntary Car-
bon Market goes to show that:

» market agents must open an account;

« carbon projects and carbon credits must be duly
registered;

« the granting and cancellation of credits is under-
taken;

* project monitoring initial reports are submitted and
periodically verified by independent verifiers; and



PORTUGAL TRENDS AND DEVELOPMENTS

Contributed by: Assuncéo Cristas, Catarina Pinto Correia, Carolina Vaza and Mariana Vicente, VAA

« eventually, proposals for carbon methodologies
may be submitted and managed through the plat-
form.

Understanding the Regulatory Framework
Holistically

In order to fully grasp the practical application of the
regulatory framework of the Voluntary Carbon Market,
a careful and holistic reading of the different Ordinanc-
es and of the Framework itself must be undertaken.

There are still questions regarding certain topics, such
as the transaction of carbon credits. Seeing as Ordi-
nance No 241/2024 defines “transaction” of credits
in different terms to those in the Framework for the
Voluntary Carbon Market, a question remains regard-
ing how the term shall be understood for interpretation
purposes.

Under the terms of the Framework for the Voluntary
Carbon Market, a “credit transaction between market
agents must be registered on the platform and always
occurs when a change of ownership is verified”.

Under the terms of the Ordinance No 241/2024, a
“credit transaction” is defined as a “process on the
platform that involves a carbon credit transfer between
accounts”, and it is presumed that these accounts
have been opened on the platform.

From here we could ask the question whether carbon
credits can or must be transacted on the platform.
Despite the wording of the Ordinance in analysis being
very clear, it seems to be that there is a reference to
the possibility of connecting to external marketplaces
to support these transactions, and that the platform
may undertake a role of mere registry of transactions
— whether they take place on the platform or not.

In the framework of a monitoring, reporting and verifi-
cation system, the role of the independent project ver-
ifier is a cornerstone for the validation of projects and
of their results for the generation of carbon credits.

The Framework for the Voluntary Carbon Market
demands that an independent project verifier be “duly
qualified”, by measure of criteria which are now laid
out in Ordinance No 240/2024.
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The qualification of an independent project verifier
demands:

« higher education in their field of practice;

« relevant professional experience;

* professional training in auditing;

+ approval in an exam performed by a qualification
management body; and

* being an effective member of the respective pro-
fessional public association, when applicable.

The qualification management body is ADENE, which,
according to the Ordinance, is responsible for over-
seeing the procedure for individuals seeking qualifi-
cation as independent project verifiers. This includes
organising the mandatory exam and issuing the cor-
responding approval certificate.

This option, while it may limit the freedom to choose
a profession or work, requires close scrutiny in light of
the principle of proportionality, especially with respect
to the Framework for accessing and exercising pro-
fessions. The lack of specific provisions allowing other
qualified professionals, who have obtained their quali-
fications in another EU member state, to carry out
this activity also necessitates a careful analysis of the
applicable legislation.

Regulation (EU) 2024/3012: The New European
Regulation on the Voluntary Carbon Market
Regulation (EU) 2024/3012 of the European Parliament
and of the Council of 27 November 2024 entered into
force on 26 December 2024. The Regulation estab-
lishes an EU certification framework for permanent
carbon removals, carbon farming and carbon storage
in products.

The aim of the Regulation is to establish rules in the
EU for carbon credit certification schemes to make
sure that they:

* issue carbon credits that reflect actual and verifi-
able removals or reductions in soil emissions;

* ensure transparency and trust in carbon markets
through disclosure requirements and interoper-
ability between their platforms, avoiding double
counting of credits; and
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* ensure environmental integrity by promoting asso-
ciated biodiversity benefits while avoiding green-
washing.

The Regulation is voluntary, however, it is likely that
the demand side of the carbon markets will move
towards favouring credits issued under the Regula-
tion. Credibility will be key to the growth of this mar-
ket, and carbon removal/reduction tokens that comply
with the rules will benefit from enhanced credibility.

The certification system established by the Regula-
tion in question does not directly apply to the car-
bon credits themselves, but rather to the certification
frameworks, or carbon markets, through which these
credits are issued and recorded. Recognition of these
certification frameworks is granted by a decision of
the European Commission, which evaluates whether
the market’s rules are robust enough to ensure that
the carbon projects and credits admitted to the frame-
work comply with the Regulation’s standards and thus
merit the associated credibility.

These certification frameworks are obliged to submit
annual reports to the Commission, providing ongoing
oversight and transparency. Certification is granted for
a period of five years, after which it must be renewed
with the Commission to maintain its validity. This pro-
cess ensures that only those frameworks consistently
meeting the required criteria retain their certified sta-
tus.

The Regulation’s structured approach to certifica-
tion, which flows from the Commission down to each
individual carbon credit, is designed to safeguard the
quality and integrity of these climate change instru-
ments within the European Union. This chain of certi-
fication aims to instil confidence in the environmental
effectiveness of carbon credits and the markets in
which they are traded.

Conclusion

While the European and the Portuguese regulation on
voluntary carbon markets share the same concerns
on hight integrity and credibility, rooted in certified
methodologies, independent certifiers and public
registration, the legal options differ slightly, since the
Portuguese regulation is broader and more open to
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innovation. Although the priority, as reflected in the
Decree-Law, is to approve a methodology for new for-
estation and blue carbon pilot projects, the law allows
any interested party to propose new methodologies in
any field. This makes it possible to attract innovative
methodologies and subsequent projects.

As for the use of carbon credits, the Portuguese leg-
islation again is more open and does not impose the
sole compensation of residual emissions, most possi-
bly anticipating a trend that could already be foreseen.

The recent regulatory advancements in Portugal’s vol-
untary carbon market reflect a decisive move towards
establishing a robust, transparent, and credible frame-
work for carbon trading. The creation of the Climate
Agency and the publication of key Ordinances in 2024
demonstrate the government’s commitment to align-
ing national policy with broader European Union cli-
mate objectives. By instituting clear rules for market
operation, project verification, and the management of
carbon credits, Portugal is positioning itself as a pos-
sible market mover in the development of voluntary
carbon markets within the EU. This regulatory clar-
ity is expected to foster greater investor confidence
and encourage the participation of a diverse range of
market agents.

In an attempt to anticipate the future, it appears that
the Portuguese voluntary carbon market is likely to
experience increased activity and innovation as the
regulatory framework matures and operational details
are clarified. The ongoing development of support-
ing infrastructure, such as the public platform and the
finalisation of insurance requirements, will be critical
in ensuring the market’s resilience and adaptability.
Additionally, the alignment with EU-wide sustainability
goals and the potential for interoperability with exter-
nal marketplaces suggest that Portugal’s approach
could serve as a model for other jurisdictions seek-
ing to balance environmental ambition with economic
opportunity. As the market evolves, continued atten-
tion to regulatory coherence and inclusivity will be
essential to sustaining growth and maximising the
environmental impact of carbon trading initiatives.



CHAMBERS GLOBAL PRACTICE GUIDES

Chambers Global Practice Guides bring you up-to-date, expert legal
commentary on the main practice areas from around the globe. Focusing on
the practical legal issues affecting businesses, the guides enable readers
to compare legislation and procedure and read trend forecasts from legal
experts from across key jurisdictions.

To find out more information about how we select contributors,
email Rob.Thomson@chambers.com



	1. Multilateral Climate Change Legal Regime
	1.1	Multilateral Climate Change Legal Regime
	1.2	Regional Climate Change Legal Regimes

	2. National Policy and Legal Regime (Overview)
	2.1	National Climate Change Policy
	2.2	National Climate Change Legal Regime
	2.3	Bilateral/Multilateral Co-Operation
	2.4	Key Policy/Regulatory Authorities
	2.5	Climate Litigation

	3. National Policy and Legal Regime (Mitigation)
	3.1	Policy/Regulatory Instruments and Spheres of Government/Sectors

	4. National Policy and Legal Regime (Adaptation)
	4.1	Policy/Regulatory Instruments and Spheres of Government/Sectors 

	5. Responses to International Developments
	5.1	Carbon Markets
	5.2	European Union Carbon Border Adjustment Mechanism (CBAM)

	6. Liability for Climate Change and ESG Reporting
	6.1	Climate Financial Reporting
	6.2	Directors’ Climate Change Liability
	6.3	Shareholder or Parent Company Liability
	6.4	ESG Reporting and Climate Change

	7. Transactions
	7.1	Due Diligence

	8. Climate-Friendly Investment Support
	8.1	Renewable Energy
	8.2	Other Support



