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Postgraduate Certificate in International Energy Law

Climate Change and Energy Law

Climate change refers to the long-term alteration of temperature and typical weather patterns in a place. In
the context of international energy law, climate change drives the development of regulatory frameworks
that aim to limit the concentration of greenhouse gases (GHGs) in the atmosphere. The scientific basis for
policy is provided by the Intergovernmental Panel on Climate Change (IPCC), whose assessment reports
synthesize the latest research on carbon cycles, climate sensitivity, and projected impacts. A fundamental
legal response is the United Nations Framework Convention on Climate Change (UNFCCC), which
establishes the global treaty architecture and sets the stage for subsequent protocols and agreements.

Greenhouse gas (GHG) is a collective term for gases that trap heat in the Earth’'s atmosphere, including
carbon dioxide (CO,), methane (CH,), nitrous oxide (N,0), and fluorinated gases. Energy production and
consumption are the primary sources of CO,, while agriculture, waste management, and fossil-fuel
extraction contribute significantly to CH, and N,O emissions. Legal instruments often define GHGs in
precise terms to avoid ambiguity. For instance, the Kyoto Protocol’'s “Annex |I” includes a specific list of gases
and their global warming potentials, which is referenced in national emissions inventories and compliance

calculations.

Mitigation denotes actions taken to reduce the magnitude or rate of climate change, typically through the
reduction of GHG emissions or the enhancement of carbon sinks. In the energy sector, mitigation strategies
include the transition from coal-fired power plants to renewable generation, improving energy efficiency in
industrial processes, and deploying carbon capture and storage (CCS) technologies. Legal mechanisms that
promote mitigation range from binding emission reduction targets to market-based instruments such as
carbon pricing.

Adaptation involves adjustments in natural or human systems to moderate the adverse effects of climate
change. While mitigation addresses the cause, adaptation focuses on resilience. Energy-related adaptation
measures might include reinforcing power grids against extreme weather, diversifying energy supply chains
to reduce vulnerability to supply disruptions, and developing micro-grids for remote communities.
International law addresses adaptation through financial mechanisms, such as the Green Climate Fund, and
through the incorporation of adaptation considerations into national energy planning.

Carbon pricing is a policy tool that assigns a monetary cost to each tonne of CO, emitted, creating an
economic incentive to reduce emissions. Two primary forms exist: A carbon tax, which sets a fixed price per
tonne, and a cap-and-trade system, which establishes an overall emissions cap and allocates tradable
permits. Both approaches have been implemented in various jurisdictions, and their legal design must
address issues of market integrity, allocation methodology, and use of revenues. For example, the European
Union Emissions Trading System (EU ETS) operates under a comprehensive regulatory framework that
includes compliance obligations, verification procedures, and penalties for non-compliance.

Cap-and-trade (also known as emissions trading) is a market-based approach that limits total emissions by
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issuing a finite number of allowances, which can be bought and sold. The cap is reduced over time, driving
overall emissions down. Legal challenges arise around the allocation of allowances (free allocation versus
auction), the prevention of market manipulation, and the interaction with other climate policies. The
Regional Greenhouse Gas Initiative (RGGI) in the United States illustrates a multi-state collaboration where a
joint rulebook governs allowance distribution, compliance monitoring, and the use of auction proceeds for
energy efficiency projects.

Carbon credit is a tradable certificate representing the reduction, avoidance, or removal of one tonne of CO,
or its equivalent. Credits can be generated through projects such as reforestation, renewable energy
installations, or methane capture from landfills. The credibility of carbon credits hinges on robust
verification standards, such as those developed by the Verified Carbon Standard (VCS) or the Gold Standard.
Legal disputes often revolve around the additionality of projects, double counting of reductions, and the
permanence of carbon sequestration.

Nationally Determined Contribution (NDC) is a cornerstone of the Paris Agreement, requiring each Party to
outline its planned emissions reductions and adaptation actions. NDCs are self-determined, allowing
flexibility, but they are subject to a transparency framework that includes reporting, technical review, and
global stocktaking. The legal significance of NDCs lies in their role as the primary mechanism for collective
ambition, and they influence domestic energy policies, investment decisions, and the design of national
carbon markets.

Common but differentiated responsibilities (CBDR) is a principle embedded in the UNFCCC that
acknowledges the differing capacities and historical contributions of countries to climate change. Legally,
CBDR shapes the distribution of obligations, with developed nations expected to provide financial and
technological support to developing countries. In practice, CBDR informs the structure of international
climate finance, the allocation of free allowances in emissions trading schemes, and the design of
technology transfer provisions in bilateral energy agreements.

Loss and damage refers to the impacts of climate change that cannot be avoided through mitigation or
adaptation, including permanent loss of territory, cultural heritage, and economic productivity. The Warsaw
International Mechanism (WIM) under the UNFCCC addresses loss and damage, and recent negotiations
have explored the creation of a dedicated financial facility. Legal challenges include defining liability,
establishing criteria for compensation, and integrating loss and damage considerations into energy
infrastructure planning.

Renewable energy encompasses energy sources that are naturally replenished, such as solar, wind, hydro,
geothermal, and biomass. Legal regimes promote renewable energy through incentives, mandates, and
supportive regulatory environments. Feed-in tariffs (FITs) guarantee a fixed price for renewable electricity
over a specified period, providing revenue certainty for investors. Power Purchase Agreements (PPAs) are
contractual arrangements between renewable developers and off-takers, often incorporating clauses on
price escalation, delivery obligations, and force majeure. The legal certainty of FITs and PPAs is critical for
unlocking private capital in large-scale renewable projects.

Feed-in tariff (FIT) is a policy instrument that sets a premium price for electricity generated from renewable
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sources, typically above the market rate, and obliges utilities to purchase the power. FIT schemes vary in
design: Some apply a uniform rate, while others differentiate based on technology, size, or location. Legal
considerations include the duration of the tariff, indexation mechanisms, and the process for adjusting rates
in response to market changes. An example is Germany's Renewable Energy Sources Act (EEG), which has
evolved through multiple amendments to balance investor confidence with cost containment.

Power Purchase Agreement (PPA) is a long-term contract in which a buyer agrees to purchase electricity
from a generator at predetermined terms. PPAs are essential for financing renewable projects, as they
provide a predictable cash flow. Legal provisions commonly addressed in PPAs include force majeure,
termination rights, performance guarantees, and dispute resolution mechanisms. In emerging markets, PPAs
may be structured with sovereign guarantees to mitigate political risk, while in developed markets they
often rely on standard form contracts such as those published by the International Renewable Energy
Agency (IRENA).

Carbon market denotes any system where carbon credits or allowances are traded, enabling cost-effective
emissions reductions. Carbon markets can be compliance-based, as in the EU ETS, or voluntary, where
entities purchase offsets to meet corporate sustainability goals. Legal frameworks must address market
governance, verification standards, and the interaction with other climate policies to avoid double counting.
The development of a global carbon market is a recurring theme in international negotiations, with
proposals to link regional schemes and harmonize rules.

Carbon offset is a reduction in emissions elsewhere that compensates for emissions produced by an entity.
Offsets are commonly used by companies to achieve carbon neutrality. The credibility of offsets relies on
rigorous additionality testing, third-party verification, and transparent registries. Legal disputes can arise
over the permanence of offset projects, especially those involving forestry, where the risk of reversal due to
fire or disease is significant. The emergence of “nature-based solutions” has prompted calls for stronger
regulatory oversight of offset markets.

Energy efficiency involves using less energy to provide the same service, thereby reducing overall demand
and associated emissions. Legal instruments for energy efficiency include building codes, appliance
standards, and performance-based incentives. For example, the European Union’s Energy Efficiency
Directive sets binding targets for member states and establishes a framework for energy audits, labeling,
and the removal of market barriers. Energy-efficiency regulations often intersect with climate law by
contributing to nationally determined contributions and supporting the achievement of emissions caps.

Carbon capture and storage (CCS) is a technology that captures CO, from point sources, such as power
plants or industrial facilities, and stores it underground in geological formations. CCS is recognized as a
mitigation option within the Paris Agreement, but its deployment faces legal and regulatory challenges. Key
issues include the allocation of liability for long-term storage, the definition of “permanent storage” in
international law, and the establishment of permitting regimes for injection sites. The United Kingdom's CCS
framework, for instance, includes a licensing system that assigns responsibility for monitoring and closure to
the project operator.

Legal certainty is a principle that emphasizes predictable and stable regulatory environments, essential for
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attracting investment in the energy sector. Uncertainty can arise from frequent policy changes, ambiguous
definitions, or inconsistent enforcement. To enhance legal certainty, jurisdictions often adopt
“grandfathering” provisions, transition periods, and clear procedural rules for approvals. For example, the
United States’ Renewable Energy Investment Tax Credit (ITC) includes a phased reduction schedule, allowing
developers to plan projects with confidence about future tax benefits.

Investment protection in the energy context refers to mechanisms that safeguard foreign investors against
expropriation, unfair treatment, or arbitrary regulatory changes. These protections are typically embedded
in bilateral investment treaties (BITs) or multilateral agreements such as the Energy Charter Treaty (ECT).
Investment protection clauses often include dispute-resolution provisions, allowing investors to bring claims
before international arbitration tribunals. Recent case law has examined whether climate-related regulatory
measures, such as carbon taxes, constitute “indirect expropriation,” highlighting the tension between
sovereign climate policy and investor rights.

Energy transition describes the shift from fossil-fuel-dominant energy systems to low-carbon or
carbon-neutral systems. The transition encompasses technological innovation, market restructuring, and
policy reform. Legally, the energy transition is reflected in the development of new regulatory regimes for
renewable integration, the phase-out of coal subsidies, and the creation of just-transition frameworks that
address the social impacts on workers and communities. The concept of a “just transition” has been
incorporated into national energy strategies, such as the German Coal Phase-out Act, which combines
emission reduction targets with compensation measures for affected regions.

Just transition is a policy approach that seeks to ensure that the benefits and burdens of the energy
transition are shared equitably. It addresses job losses, community resilience, and social inclusion. Legal
instruments for a just transition may include retraining programs, social safety nets, and dedicated funding
mechanisms. In South Africa, the Renewable Energy Independent Power Producer Procurement Programme
(REIPPPP) includes a social-benefit component that requires developers to allocate a percentage of project
revenue to community development, illustrating how contractual obligations can embed just-transition
objectives.

Energy security refers to the uninterrupted availability of energy at affordable prices. Climate-related
policies can impact energy security by altering supply dynamics, for example, through the reduction of
domestic coal production or the decommissioning of nuclear plants. Legal frameworks must balance climate
ambition with the need to maintain reliable supply, often through diversification strategies, strategic
reserves, and cross-border interconnections. The International Energy Agency (IEA) provides guidance on
integrating climate objectives into energy-security planning, emphasizing the role of flexible generation,
demand-side management, and storage.

Strategic petroleum reserve (SPR) is a stockpile of crude oil maintained by governments to mitigate supply
disruptions. While primarily a tool for energy security, SPRs intersect with climate policy when governments
decide to release or retain reserves in response to price shocks caused by climate-related events. Legal
considerations include the conditions for drawdown, the ownership structure, and the alignment with
international obligations under the UNFCCC, especially when releases could increase emissions.
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Nationally appropriate mitigation actions (NAMAs) are voluntary measures undertaken by developing
countries to reduce emissions, often supported by technology transfer and financing from developed
nations. NAMAs are incorporated into national development plans and can be implemented through
sector-specific policies, such as renewable-energy incentives or energy-efficiency standards. The legal
framework for NAMAs includes monitoring, reporting, and verification (MRV) systems, which ensure
transparency and facilitate access to climate finance.

Technology transfer is the process of sharing technical knowledge, equipment, and expertise from
developed to developing countries to support climate mitigation and adaptation. International legal
instruments, such as the UNFCCC's Technology Mechanism, aim to facilitate transfer through the Global
Centre for Technology Transfer and the Clean Technology Fund. Legal challenges include
intellectual-property rights, capacity-building, and the alignment of transferred technologies with local
regulatory standards.

Intellectual property rights (IPR) protect inventions, designs, and processes, providing incentives for
innovation. In the context of climate-friendly technologies, IPR can both stimulate development and create
barriers to diffusion. Legal strategies to balance these interests include patent pools, compulsory licensing,
and open-source licensing models. For example, the United Nations Development Programme (UNDP) has
promoted the use of “green patents” that are licensed on non-exclusive terms to accelerate the deployment
of clean-energy technologies in emerging markets.

Carbon border adjustment mechanism (CBAM) is a policy tool that imposes a charge on imported goods
based on their embedded carbon content, aiming to prevent carbon leakage and level the playing field for
domestic producers subject to carbon pricing. The EU’'s proposed CBAM illustrates the legal complexities of
reconciling trade rules under the World Trade Organization (WTO) with climate objectives. Key legal issues
involve the calculation methodology for embedded emissions, the treatment of developing-country
imports, and the compatibility with non-discrimination principles.

Carbon leakage occurs when stringent climate policies in one jurisdiction cause emissions-intensive
industries to relocate to regions with laxer regulations, thereby undermining global mitigation efforts. Legal
responses include carbon border adjustments, output-based allocations, and sector-specific exemptions.
Empirical studies suggest that leakage rates vary by sector, and policy design must be calibrated to
minimize unintended economic distortions while preserving climate ambition.

Legal harmonization in the energy sector involves aligning national laws and regulations to facilitate
cross-border trade, investment, and cooperation. Harmonization can be achieved through regional
agreements, such as the Energy Community Treaty in Europe, which seeks to integrate the energy markets
of EU member states and neighboring countries. The legal benefits include reduced transaction costs,
streamlined permitting processes, and greater regulatory predictability for investors.

Energy subsidy is a financial assistance provided by governments to lower the cost of energy production or
consumption. Subsidies can be direct, such as cash payments, or indirect, such as tax exemptions. While
subsidies for renewable energy are often justified on environmental grounds, fossil-fuel subsidies are
increasingly scrutinized for their contribution to GHG emissions. International legal discussions, including
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the G20's "Commitment to Phase Out Inefficient Fossil-Fuel Subsidies,” aim to reform subsidy regimes to
align fiscal policy with climate goals.

Carbon tax imposes a fixed price per tonne of CO, emitted, creating a clear economic signal for emitters to
reduce emissions. Legal design considerations include the tax base definition, the rate structure (flat versus
progressive), and the use of revenues (e.G., Recycling to households, funding renewable projects). Sweden’s
carbon tax, one of the highest globally, demonstrates how a well-designed tax can coexist with strong
economic performance, although its success also relies on complementary policies such as fuel standards
and public-transport investment.

Renewable Portfolio Standard (RPS) is a regulatory mandate that requires utilities to source a specified share
of their electricity from renewable resources. RPS programs are implemented at sub-national levels, often
with compliance mechanisms that include tradable renewable energy certificates (RECs). Legal enforcement
involves penalties for non-compliance and the establishment of certification bodies to verify renewable
generation. States such as California have set ambitious RPS targets, driving significant investment in solar
and wind projects.

Renewable Energy Certificate (REC) is a tradable instrument that represents proof that one megawatt-hour
of renewable electricity has been generated and fed into the grid. RECs enable compliance with RPS
obligations and provide an additional revenue stream for renewable developers. Legal frameworks
governing RECs address issuance protocols, tracking systems, and the prevention of double counting. The
United Kingdom's Renewable Obligation scheme, prior to its closure, used a similar certificate system to
incentivize renewable generation.

Energy storage encompasses technologies that capture energy for later use, including batteries, pumped
hydro, and compressed air storage. Storage plays a critical role in integrating variable renewable generation,
enhancing grid reliability, and supporting demand-response programs. Legal issues include safety
standards, permitting for siting, and the classification of storage as generation, transmission, or distribution
for regulatory purposes. In the United States, the Federal Energy Regulatory Commission (FERC) has issued
orders clarifying the treatment of storage under the Public Utility Regulatory Policies Act (PURPA).

Demand-side management (DSM) involves strategies to influence consumer energy consumption patterns,
often through incentives, pricing structures, or automated control systems. DSM reduces peak demand,
defers infrastructure investment, and can lower emissions when combined with clean generation. Legal
instruments for DSM include time-of-use tariffs, energy-efficiency standards, and utility-mandated
programs. The success of DSM relies on clear regulatory mandates, consumer protection provisions, and
transparent measurement of outcomes.

Smart grid refers to an electricity network that uses digital communications technology to detect and react
to changes in usage and supply. Smart-grid deployment enables real-time monitoring, integration of
distributed energy resources, and enhanced reliability. Legal considerations encompass data privacy,
cybersecurity standards, and the allocation of responsibility for grid operation. The European Union’s
Network Codes provide a harmonized legal framework for cross-border smart-grid functionality, ensuring
interoperability and market integration.
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Grid interconnection is the physical linking of separate electricity networks, allowing power to flow across
borders and facilitating trade. Interconnection agreements establish technical standards, capacity allocation,
and cost-sharing arrangements. Legal challenges include the coordination of regulatory regimes,
dispute-resolution mechanisms, and the treatment of ancillary services. The North American Electric
Reliability Corporation (NERC) oversees interconnection standards that support the reliability of the
continental grid.

Ancillary services are support functions necessary to maintain grid stability, such as frequency regulation,
voltage control, and reserve provision. Market designs increasingly value ancillary services, especially as
renewable penetration rises. Legal frameworks must define the procurement process, compensation
mechanisms, and the responsibilities of transmission operators. In the EU, the "Regulation on Electricity
Balancing” sets out the legal basis for the provision and remuneration of ancillary services across member
states.

Energy market liberalization involves opening previously monopolistic energy sectors to competition,
enabling multiple generators, suppliers, and traders to operate. Liberalization aims to improve efficiency,
lower prices, and foster innovation. Legal reforms typically include the unbundling of generation and
transmission, the establishment of independent regulatory authorities, and the creation of wholesale market
platforms. The EU’s “Third Energy Package” provides a comprehensive legal blueprint for market
liberalization, emphasizing transparency, consumer protection, and cross-border integration.

Unbundling is the separation of generation, transmission, and distribution activities within an energy
company to prevent anti-competitive behavior. Legal unbundling can be structural (ownership separation)
or functional (operational separation). The EU's unbundling rules require transmission system operators to
be independent entities, ensuring non-discriminatory access to the grid. Unbundling is a prerequisite for
many climate-related market reforms, as it enables the participation of renewable generators in competitive
markets.

Regulatory sandbox is a controlled environment that allows innovators to test new energy technologies or
business models under relaxed regulatory conditions. Sandboxes can accelerate the deployment of
emerging solutions such as blockchain-based energy trading, peer-to-peer micro-grids, or advanced
demand-response platforms. Legal design of sandboxes includes defining the scope, duration, performance
metrics, and exit criteria. The United Kingdom's Ofgem has established a sandbox framework that balances
innovation with consumer protection.

Public-private partnership (PPP) is a collaborative arrangement between government entities and private
sector participants to finance, construct, and operate energy infrastructure. PPP contracts allocate risks,
define performance standards, and specify revenue mechanisms. Legal challenges include ensuring fair
value for public assets, managing long-term obligations, and addressing environmental compliance.
Successful PPPs in the renewable sector often incorporate performance-linked payments, which tie revenue
to the actual generation of clean electricity.

Energy charter treaty (ECT) is a multilateral agreement that establishes a legal framework for international
energy investment, trade, and dispute settlement. The ECT provides protections for investors, guarantees
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non-discriminatory treatment, and includes provisions for the transfer of technology. Climate-policy
integration has become a focal point, as parties seek to reconcile the treaty’s investment protections with
the need to implement robust GHG reduction measures. Recent arbitration cases have examined whether
the ECT's “fair and equitable treatment” standard can be limited by legitimate climate-policy actions.

International climate finance encompasses financial flows from developed to developing countries to
support mitigation and adaptation. Key instruments include the Green Climate Fund (GCF), the Global
Environment Facility (GEF), and bilateral climate-finance agreements. Legal aspects involve eligibility criteria,
fiduciary standards, and reporting obligations. The GCF's investment criteria require projects to demonstrate
additionality, climate-benefit, and alignment with national development priorities, ensuring that finance
contributes effectively to the global climate agenda.

Loss and damage finance is a emerging component of climate finance that addresses the compensation for
irreversible impacts of climate change. Legal mechanisms for loss and damage finance are still under
development, with proposals ranging from sovereign-level insurance schemes to dedicated trust funds. The
challenge lies in establishing transparent governance structures, defining eligibility, and ensuring that
finance reaches affected populations without creating perverse incentives.

Carbon accounting is the process of quantifying GHG emissions associated with activities, assets, or entities.
Accurate accounting underpins MRV systems, compliance reporting, and the issuance of carbon credits.
International standards, such as the Greenhouse Gas Protocol, provide methodologies for scope 1 (direct),
scope 2 (indirect), and scope 3 (value-chain) emissions. Legal disputes may arise over inconsistencies in
accounting methods, especially when cross-border projects involve multiple jurisdictions with differing
reporting requirements.

Monitoring, reporting, and verification (MRV) is a cornerstone of climate governance, ensuring that
emissions data are reliable, transparent, and comparable. MRV systems are mandated by the Paris
Agreement, with each Party required to submit biennial reports on their emissions, NDC progress, and
adaptation actions. Legal enforcement mechanisms include compliance reviews, non-compliance
procedures, and, in some cases, sanctions. Effective MRV enhances trust among Parties and facilitates the
linking of carbon markets.

Carbon neutrality denotes a state in which net GHG emissions are zero, achieved through a combination of
emission reductions and offsetting. Many corporations and governments have set carbon-neutrality targets
for mid-century, prompting the development of legal pathways to achieve them. Legal instruments may
include national net-zero legislation, sector-specific decarbonization roadmaps, and the establishment of
carbon-offset registries. The UK's Climate Change Act, amended in 2019, codifies a legally binding net-zero
target for 2050, illustrating how statutory law can embed carbon-neutrality commitments.

Net-zero is a more specific formulation of carbon neutrality, requiring that any remaining emissions after
mitigation are balanced by removals, such that the overall climate impact is neutral. Legal frameworks for
net-zero often involve interim milestones, sectoral pathways, and accountability mechanisms. The European
Union’s Climate Law sets a binding 2050 net-zero target, accompanied by a “European Climate Pact” that
encourages stakeholder participation in achieving the goal.
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Just-transition fund is a financing mechanism designed to support workers and communities affected by
the shift away from high-carbon industries. Legal structures for such funds may be statutory,
semi-autonomous agencies, or public-private entities. The fund’s governance must ensure transparency,
stakeholder participation, and alignment with broader climate objectives. An example is the Just Transition
Fund established under the EU’s Green Deal, which allocates resources to regions heavily dependent on coal
and other fossil-fuel sectors.

Energy poverty describes the condition in which households lack sufficient access to affordable, reliable,
and clean energy services. Addressing energy poverty is a cross-cutting issue in climate-energy law, linking
social policy with environmental objectives. Legal measures include targeted subsidies, low-income tariff
structures, and investment in off-grid renewable solutions. The International Energy Agency highlights that
policies aimed at expanding clean-energy access can simultaneously reduce emissions and alleviate energy
poverty.

Carbon accounting standards such as the ISO 14064 series or the Climate Registry provide guidance on
quantifying and reporting emissions. Adoption of these standards is often mandated by national
regulations or incorporated into voluntary corporate sustainability programs. Legal implications arise when
discrepancies between reported data and actual emissions lead to regulatory penalties or reputational
damage. Consistency across jurisdictions is essential for the credibility of international carbon markets.

Carbon market linkage refers to the connection of two or more separate emissions-trading systems,
allowing allowances or credits to be exchanged across markets. Legal challenges in linking include
reconciling differing cap levels, allocation methods, and compliance rules. Successful linkage can increase
market liquidity, lower compliance costs, and promote broader participation. The linking of the EU ETS with
the Swiss emissions trading system exemplifies how careful legal coordination can create a unified market
while respecting national sovereignty.

Carbon pricing spillover describes the indirect effects that a carbon price in one jurisdiction can have on
neighboring economies, such as changes in trade flows or investment patterns. Legal analysis of spillover
effects informs the design of border-adjustment mechanisms and the negotiation of regional climate
agreements. Empirical studies suggest that well-designed carbon pricing can generate positive spillovers,
encouraging adjacent jurisdictions to adopt similar policies.

Energy governance encompasses the institutions, policies, and processes that guide the production,
distribution, and consumption of energy. Effective governance integrates climate objectives, market
efficiency, and social equity. Legal frameworks for energy governance include statutes establishing
regulatory agencies, statutes for public participation, and international agreements that set common
standards. Good governance is essential for the successful implementation of complex climate-energy
policies.

International energy law is a specialized field that governs cross-border energy transactions, investment,
and cooperation. It draws on principles of international public law, such as treaties and customary law, as
well as private-law concepts like contracts and dispute resolution. Climate change has reshaped the
discipline, introducing new obligations related to GHG mitigation, adaptation, and sustainable development.

Read online: https://certificates.HealthCareCourses.org.uk/guides/ HealthCareCourses (An LSIB brand) - 09 Jul 2026
2936520/climate-change-and-energy-law



Healtheds GUIDE

Practitioners must navigate a layered legal landscape that includes multilateral agreements, regional
frameworks, and domestic statutes.

Energy contract is a legally binding agreement that defines the rights and obligations of parties involved in
the production, transmission, distribution, or sale of energy. Key types include supply contracts, offtake
agreements, and joint-venture arrangements. Climate considerations are increasingly embedded in contract
clauses, such as force-major events related to climate-induced disruptions, carbon-price escalation
provisions, and sustainability covenants that require compliance with environmental standards.

Force majeure clause in energy contracts addresses events beyond the control of the parties that prevent
performance, including natural disasters, war, or regulatory changes. Climate-related events—such as
hurricanes, floods, or heatwaves—are now explicitly listed in many contracts to allocate risk. Legal
interpretation of force majeure can affect the timing of performance, the right to suspend obligations, and
the calculation of damages. Recent arbitration awards have clarified that climate-related disruptions may
trigger force majeure, provided the event was unforeseeable and unavoidable.

Contractual carbon price escalation is a mechanism that adjusts contract prices in response to changes in
carbon-pricing policies. This provision protects developers from regulatory risk while providing buyers with
price certainty. Legal drafting must specify the reference carbon price, the formula for adjustment, and the
timing of revisions. Such clauses have become common in long-term PPAs for renewable projects in
jurisdictions with evolving carbon-tax regimes.

Dispute-resolution clause outlines the process for resolving conflicts arising from energy contracts. Options
include negotiation, mediation, arbitration, or litigation. In the climate-energy context, parties often prefer
arbitration under institutions such as the International Centre for Settlement of Investment Disputes (ICSID)
or the International Chamber of Commerce (ICC), which provide expertise in complex technical and
regulatory matters. The choice of seat, language, and applicable law can significantly influence the outcome
of climate-related disputes.

Legal capacity refers to the ability of an entity—such as a state, corporation, or community—to enter into
legally binding agreements. In the energy sector, capacity issues arise when local authorities lack the
statutory power to grant permits for renewable projects or when indigenous groups assert rights over land
used for energy infrastructure. Strengthening legal capacity often involves legislative reforms,
capacity-building programs, and the recognition of customary law within national legal systems.

Indigenous rights are protected under international instruments such as the United Nations Declaration on
the Rights of Indigenous Peoples (UNDRIP) and, in some jurisdictions, domestic constitutions. Energy
projects that affect indigenous territories must respect the principle of free, prior, and informed consent
(FPIC). Legal challenges include negotiating benefit-sharing agreements, addressing cultural heritage
impacts, and ensuring that indigenous participation is meaningful throughout the project lifecycle.

Beneficial ownership in the context of energy investments pertains to the individuals or entities that
ultimately control a company, regardless of the legal form of ownership. Transparency in
beneficial-ownership registers helps combat corruption, money laundering, and illicit financing of fossil-fuel
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projects. International standards, such as the Financial Action Task Force (FATF) recommendations, require
jurisdictions to maintain accurate registries, which can be leveraged by climate-finance providers to assess
compliance risk.

Environmental impact assessment (EIA) is a procedural requirement that evaluates the potential
environmental effects of a proposed project before approval. EIAs are integral to energy-project licensing,
ensuring that climate impacts are considered alongside other environmental factors. Legal standards for
ElAs vary, but they typically require baseline studies, impact mitigation plans, public consultation, and the
issuance of an environmental permit. In many jurisdictions, the EIA process now incorporates climate-risk
analysis, reflecting the growing importance of climate considerations in project appraisal.

Strategic environmental assessment (SEA) expands the scope of an EIA to policy, plan, and program levels,
assessing cumulative impacts on climate and other environmental objectives. SEAs are crucial for ensuring
that national energy strategies are compatible with climate-change mitigation pathways. Legal
requirements for SEAs are often embedded in planning legislation, and failure to conduct an SEA can result
in legal challenges that delay or invalidate energy projects.

Licensing regime governs the authorization process for constructing and operating energy facilities.
Licenses may be required for generation, transmission, distribution, and storage. Climate-related licensing
conditions can include emissions limits, renewable-energy quotas, and obligations to implement
best-available technologies. Legal certainty in licensing is enhanced by transparent criteria, predictable
timelines, and the possibility of appeal.

Regulatory approval is the formal endorsement by a competent authority that a project complies with
applicable laws and regulations. In the energy sector, regulatory approval often involves multiple agencies,
including environmental, safety, and competition authorities. Climate-policy integration means that
approvals may be contingent on meeting national emissions targets, adhering to carbon-pricing
mechanisms, or securing climate-finance commitments.

Competition law aims to prevent anti-competitive conduct that could distort markets, such as abuse of
dominant position or collusion. In the energy context, competition law safeguards market entry for
renewable developers, ensures fair access to transmission networks, and prevents price manipulation.
Climate policies must be designed to avoid unintended anti-competitive effects, for instance, by ensuring
that capacity-allocation mechanisms for renewables are transparent and non-discriminatory.

Energy efficiency obligation (EEO) is a regulatory requirement that obliges energy suppliers to achieve
specific energy-saving outcomes among their customers. EEOs are often implemented through mandatory
schemes that set targets, allocate credits, and enforce compliance. Legal enforcement may involve penalties
for non-fulfilment, audit requirements, and the use of third-party verification. The success of EEOs depends
on robust monitoring and the alignment of incentives across the supply chain.

Renewable energy certificate scheme is a market-based mechanism that awards certificates to generators of
renewable electricity, which can then be traded to meet statutory obligations. Legal frameworks for
certificate schemes define eligibility criteria, issuance procedures, and the handling of surplus certificates.
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The scheme's integrity relies on accurate measurement of generation, secure registries, and mechanisms to
prevent double counting.

Carbon offset registry is a database that records the issuance, transfer, and retirement of carbon offsets.
Registries provide transparency, prevent double counting, and facilitate market transactions. Legal
standards for registries include data integrity, auditability, and the protection of participant rights. Examples
include the Climate Action Reserve in the United States and the Gold Standard Registry internationally.

Legal liability in the energy sector can arise from environmental damage, breach of contract, or failure to
comply with regulatory requirements. Climate-related liability is gaining prominence, with emerging
jurisprudence holding companies accountable for GHG emissions that contribute to climate harms. Notable
cases include lawsuits against oil majors alleging failure to disclose climate risks, which underscore the need
for robust risk-management frameworks and disclosure practices.

Disclosure obligations require companies to report material information to investors and regulators.
Climate-related disclosures are increasingly mandated under frameworks such as the Task Force on
Climate-Related Financial Disclosures (TCFD) and, in some jurisdictions, mandatory reporting statutes. Legal
compliance involves aligning internal data collection with external reporting standards, ensuring that
disclosures are accurate, complete, and consistent with fiduciary duties.

Climate-risk assessment evaluates the exposure of assets and operations to climate-related hazards, such as
sea-level rise, extreme weather, or transition risks associated with policy changes. Legal integration of
climate-risk assessment can be seen in the incorporation of climate-risk considerations into due-diligence
processes for energy-project financing. Regulators may require that lenders assess climate risk as part of
prudential supervision, linking financial stability to climate resilience.

Transition risk refers to the financial and operational risks that arise from the shift toward a low-carbon
economy, including policy changes, technology disruption, and market shifts. Legal strategies to manage
transition risk involve incorporating climate clauses into financing agreements, obtaining insurance against
stranded-asset risk, and diversifying energy portfolios. The European Central Bank’s climate-risk supervisory
guidelines illustrate how financial regulators are embedding transition-risk considerations into supervisory
frameworks.

Stranded asset is a resource that has lost economic value due to regulatory, market, or technological
changes associated with the energy transition. Coal-fired plants, oil reserves, and related infrastructure are
vulnerable to becoming stranded. Legal implications include the need for liability allocation, the treatment
of stranded assets in bankruptcy proceedings, and the potential for compensation mechanisms. Some
jurisdictions are exploring “just-transition” compensation schemes to address the social and economic
impacts of asset stranding.

Legal remedy is the court-ordered relief granted to a party whose rights have been violated. In
climate-energy disputes, remedies can include injunctions to halt harmful activities, monetary damages for
environmental harm, or specific performance requiring compliance with emission standards. The availability
of effective remedies is essential for enforcing climate-related obligations and ensuring accountability.

Read online: https://certificates.HealthCareCourses.org.uk/guides/ HealthCareCourses (An LSIB brand) - 09 Jul 2026
2936520/climate-change-and-energy-law



Healthg¥

Carbon-pricing exemption is a provision that excludes certain sectors or activities from carbon-tax or
emissions-trading obligations. Exemptions are often justified on grounds of competitiveness, energy
security, or social equity. However, legal analysis must assess whether exemptions undermine the
environmental integrity of the pricing mechanism and whether they comply with non-discrimination
principles under WTO law.

WTO compatibility examines whether climate-related measures conform to the rules of the World Trade
Organization.
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