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UGANDA’S NEW ERA OF REGULATED CARBON
TRADING: OPPORTUNITIES, CHALLENGES, AND
THE RISK OF OVERREGULATION

1. EXECUTIVE SUMMARY/BACKGROUND

1.1 Over the last half century, the global community has been gravely concerned with the
adverse effects of human activities on the Earth’s climate caused by a substantial in-
crease in the atmospheric concentrations of greenhouse gases like carbon dioxide and
other pollutants.

1.2 These concerns have grown further with a greater understanding of the intrinsic rela-
tionship that climate change has on access to equitable, sustainable development, pov-
erty eradication, and food security.

1.3 The need for an effective response to this urgent threat led to several collaborative glob-
al efforts including the Rio Agreements (1992), the Paris Agreement (2015), and the Tokyo
Protocol (2017), in which many nations, including Uganda, committed to implementing
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responses that positively impacts the global climate, with specific greenhouse gas re-
duction targets.

These efforts have seen the introduction of Carbon Financing that creates economic in-
centives for Carbon Reduction Projects by providing financial rewards for reducing green-
house gas emissions through enabling businesses, governments, and organizations to
invest in sustainable initiatives while benefiting from market-driven mechanisms.

Carbon Reduction Projects quantify their impact by measuring the tons of carbon diox-
ide emission the project has prevented or reversed, for which, upon verification by third
parties, a carbon credit certificate is used. This certificate is a tradable commodity used
as a mechanism for funding climate-positive projects by enabling polluting entities to
offset the environmental harm of their operations by purchasing certificates on platforms
like Carbon Trading Market.

For a long time, Uganda’s carbon market has largely been unregulated and influenced
by international standards and actors. This lack of regulation exposed the country to
risks such as carbon profiteering (when intermediaries or polluters manipulate carbon
marKkets for their benefit without meaningful climate action), vague benefit-sharing mod-
els, and unclear ownership of carbon rights (identifying the party or nation to whom the
carbon reduction impact should be attributed). The need for a legal framework to regu-
late and incentivize climate-related initiatives has been recognized.

In response, the Climate Change Act, 2021, was enacted to establish the foundation for
national climate governance and regulate carbon trading in Uganda. Building on this,
the government has introduced the National Climate Change (Climate Change Mecha-
nisms) Regulations, 2025, to provide a comprehensive framework for project approvals,
emissions monitoring, verifier registration, and carbon credit transfers.

This reflects Uganda’s commitment to its global contributions to carbon emission reduc-
tion and prevention targets within its territory by enabling the State to track progress
toward the same.

These regulations primarily impact stakeholders involved in carbon reduction projects
such as forestry, renewable energy (including solar and hydropower), waste manage-
ment, clean cooking solutions such as LPG, biogas, and improved cookstoves, water fil-
tration and purification technologies, and agricultural initiatives.

This article sheds light on the implications of these regulations for stakeholders operat-
ing within this sector.

2. CARBON TRADING AND UGANDA’S CHANGING REGULATORY LANDSCAPE

2.1.

2.2

Carbon trading has become an increasingly attractive financing avenue for climate-re-
lated projects, particularly those focused on reducing or avoiding greenhouse gas
emissions. Activities such as reforestation, renewable energy generation (including
solar, hydro, and wind), biogas production, clean cooking solutions, methane cap-
ture projects, agricultural projects, waste-to-energy projects, and water purification
technologies can all generate quantifiable carbon emission reductions or prevention
for which a carbon credit certificate may be issued.

A carbon credit represents one metric ton of carbon dioxide (CO,) that is either re-
moved from the atmosphere or prevented from being emitted. Once verified, these
credits are issued as tradable certificates. Entities, particularly in developed econo-
mies, purchase these certificates to offset their emissions and demonstrate climate
accountability.
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23 The government, through the newly issued National Climate Change (Climate Change
Mechanisms) Regulations, 2025, has now established a legal framework providing
requirements for one to be able to engage in carbon trade in Uganda.

2.4 It is important to note that carbon credit transactions are primarily anchored in in-
ternational markets such as the European Union, China, and voluntary markets across
the globe including: The European Union Emissions Trading System (EU ETS), the
Chinese national carbon trading scheme, the AirCarbon Exchange (ACX) in Abu Dha-
bi and the Regional Voluntary Carbon Market Company (RVCMC) in Saudi Arabia.

3. WHAT THE NEW CARBON REGULATIONS MEAN FOR YOU

3.1 Overview

3.1.1  The Climate Change Mechanisms Regulations, 2025, are Uganda’s new rules
for managing activities that reduce carbon emissions. These rules cover how
projects are approved, how emissions are measured, who can verify projects,
and how carbon credits can be sold or transferred.

3.1.2 The regulation aims to oversee entities, both organizations and individuals,
participating in carbon reduction initiatives, as well as those involved in mea-
suring and verifying the carbon credits generated.

3.2 Definitions®.

a. Any change in climate that is attributed directly or indirectly to human activity that
adds harmful gases to the atmosphere is called climate change.

b. A Climate Change Mechanism is any project designed to reduce pollution-causing
gases and help promote sustainable development.

C. Greenhouse gases are gases that come from both natural processes and human ac-
tivities, like running factories or burning fuel.

d. Emissions are the release of greenhouse gases into the air, usually as a result of hu-
man activities like transportation, industry, or deforestation.

e. Project proponent means any person, company, or government body that applies to
carry out a climate project that helps reduce emissions.

f. Lead agency refers to the main government body responsible for coordinating climate
change actions. The Ministry of Water and Environment (MWE) is the lead regulato-
ry body, with its Climate Change Department managing the registration of projects,
verifier accreditation, coordination of activities, and enforcement of compliance.

g. Verified Emissions Reduction Units (Carbon Credits) are Official certificates that prove
a project has successfully reduced or removed a certain amount of greenhouse gases
from the atmosphere, verified by recognized standards such as The United Nations
Framework Convention on Climate Change, Carbon Markets Certification Standards,
Gold Standard, Verified Carbon Standard, REDD+ Environmental Excellence Stan-
dard, and the Plan Vivo System.

1 Regulation 2 of the National Climate Change (Climate Change Mechanisms) Regulations 2025
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33 Measurement of greenhouse gas emissions

3.3.1  Individuals or organizations planning to carry out climate change projects
such as tree planting, reforestation, forest conservation, clean energy instal-
lations (solar, wind, hydro), improved cooking technologies, biogas produc-
tion, water purification systems, waste-to-energy projects, sustainable
farming and agroforestry practices, energy-efficient housing, electric mobil-
ity solutions, and climate-smart irrigation will have to do the following things:

e Estimate how much pollution their project will reduce or emit.
e (alculate the net reduction in pollution over the life of the project.

3.3.1  Under the new law, the National Environment and Management Authority,
will be responsible for measuring national emissions(pollution), following
the guidelines set by the Intergovernmental Panel on Climate Change (IPCC)>.

3.3.2 Bystandardizing how emissions are measured and verified, Uganda is setting
a strong foundation for a trustworthy carbon market. This not only enhances
transparency but also boosts investor and buyer confidence in Ugandan car-
bon credits.

3.4 Registration of Verifiers

3.4.1 A verifier is a person who is officially approved by the Ministry of Water and
Environment to check and confirm the results of climate projects.

3.4.2 Any person who wants to verify climate project activities must register with
the Ministry and demonstrate that they meet internationally recognized ac-
creditation standards.

3.43 Once approved, the verifier will receive official certification and will be en-
tered into a national register. However, it is worth noting that this certificate
can be revoked where a verifier violates the law, obtains the certificate through
misrepresentation.*

3.4.4 Non-compliance with the verifier registration requirement is an offence and
attracts penalties including imprisonment for up to two years, a fine not ex-
ceeding nine hundred sixty thousand Uganda Shillings, or boths.

3.4.5 For project developers and investors, this means a higher level of trust in the
verification process and, by extension, in the authenticity of carbon credits
generated. Aspiring verifiers will need to invest in certification and meet high-
er accountability standards to operate in Uganda’s carbon market.

3.5 Approval of climate change projects

3.5.1 A Climate Change Project is any project designed to reduce pollution-causing
gases and help promote sustainable development. Before starting any climate
change project in Uganda, any person conducting such projects must formal-
ly request permission from the Ministry of Water and Environment®.

Regulation 3(1) and (2) of the National Climate Change (Climate Change Mechanisms) Regulations 2025
Regulation 4(2) of the National Climate Change (Climate Change Mechanisms) Regulations 2025
Regulation 7(1) of the National Climate Change (Climate Change Mechanisms) Regulations 2025
Section 13 of the National Climate Change Act 2021

Regulation 9 of the National Climate Change (Climate Change Mechanisms) Regulations 2025
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3.5.2 TheMinistry of Water and Environment reviews the request” and, if satisfied, upon
meeting all the requirements, may approve by issuing a Letter of No Objection.®

3.5.3 A Letter of No Objection is a prerequisite before formal approval is granted by
the Ministry of Water and Environment. It is valid for 24 months and allows
the project developer to carry out feasibility studies on the proposed climate
change project during that period.?

3.5.4 Semi-annual Monitoring Reports of a Climate Change Project

The person will then be required to provide the Ministry of Water and Environment
with a Report of initiated activities every six months.™

3.5.5 Noncompliance in the case of an individual attracts a fine not exceeding ten
million Uganda Shillings (UGX 10,000,000) or a term of imprisonment not
exceeding two (2) years, or both, and in the case of an entity, to a fine not ex-
ceeding ten million Uganda Shillings (UGX 10,000,000)."

3.5.6 During the period of validity of the letter of no objection, an application may
be made to the Ministry of Water and Environment for approval of the climate
change mechanism project.? The application is made by submitting a form in
the prescribed form as provided under the schedule to the regulations, ac-
companied by a project design document, a feasibility study and a letter of
recommendation from the Ministry of Water and Environment. The applica-
tion is considered by the Ministry of Water and Environment within 21 work-
ing days from receipt.”

3.5.7 Once the Ministry of Water and Environment is satisfied with the information
furnished in the application for approval of the climate change mechanism
project, the Ministry of Water and Environment may grant approval of the cli-
mate change mechanism project.** The approval is valid for the crediting pe-
riod of the climate change mechanism® and is not transferrable.*

3.5.8 This approval is essential because no project can move forward without it.

3.6 Transfer of Certified Emissions Reduction Units (Carbon Credits).

3.6.1  Another key feature of the new regulations is the structured process for trans-
ferring certified emissions reduction units (CERs), whether within Uganda or
internationally.

3.6.2 The carbon trade market is one where carbon credits are bought and sold.
These credits are usually sold by people or organizations running cli-
mate-friendly projects and bought by companies or governments that need to
balance out the pollution they cause.

7 Regulation 10 of the National Climate Change (Climate Change Mechanisms) Regulations 2025

8 Regulation 20 of the National Climate Change (Climate Change Mechanisms) Regulations 2025

9 Regulation 11 (1) & (2) of the National Climate Change (Climate Change Mechanisms) Regulations 2025
10 Regulation 15(1) of the National Climate Change (Climate Change Mechanisms) Regulations 2025

11 Regulation 15 (2) of the National Climate Change (Climate Change Mechanism) Regulations 2025

12 Regulation 17 of the National Climate Change (Climate Change Mechanism) Regulations 2025

13 Regulation 19 of the National Climate Change (Climate Change Mechanism) Regulations 2025

14 Regulation 20 of the National Climate Change (Climate Change Mechanism) Regulations 2025

15 Regulation 22 of the National Climate Change (Climate Change Mechanism) Regulations 2025

16 Regulation 28 of the National Climate Change (Climate Change Mechanism) Regulations 2025
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Individuals conducting such projects must notify the Minister of Water and
Environment in writing at least 30 working days before any transfer?, clear-
ly stating:

¢ the nature of the transaction,
e verifying ownership and

e registration of the CERs,

e the recipient of the CERs

e intended use of the CERs.

Any authorization granted by the Ministry of Water and Environment is only
valid for the transfer for which it is sought.

For local transfers, an individual is required to submit a report to the Minis-
ter within fourteen working days of the transfer, using Form 14 as prescribed
in Schedule 2 of the Regulations.?

For international transfers, an individual must apply for authorization from
the Ministry of Water and Environment in the prescribed form. The applica-
tion must include proof of ownership and registration of the carbon credits,
details of the transferee in terms of the person or country, the intended use
of the carbon credits by the transferee, the quantity being transferred, and
evidence of payment of the prescribed fee®.

The Ministry of Water and Environment is required to consider the applica-
tion within thirty working days from the date of receipt. If the application is
approved, a letter of authorisation is then issued.

Non-compliance is an offence and attracts a penalty of up to ten million
Uganda Shillings (UGX 10,000,000), or up to two years in prison, or both
for an individual. For an organization or entity, the penalty is a fine of up to
ten million Uganda Shillings (UGX 10,000,000).>*

L POLICY CONSIDERATIONS AND RISKS OF OVERREGULATION

4.1 While the regulatory framework aims to improve transparency, build investor confi-
dence, and align Uganda with international climate obligations, the introduction of
additional red tape, regulatory burdens, and compliance fees on carbon trading rais-
es concerns at a time when the country is actively positioning itself as a destination
for climate-related investment and foreign direct inflows.

4.2 Uganda’s climate change sector, especially the voluntary carbon market, has signif-
icant potential to attract foreign capital, generate foreign exchange, create green jobs,
and deliver sustainable development outcomes. However, overly stringent regulations
risk deterring potential investors and project developers who may be disincentivized
by increased costs, bureaucratic delays, and a diminishing margin on exported cred-

its.

17 Regulation 35 of the National Climate Change (Climate Change Mechanisms) Regulations 2025
18 Regulation 38 of the National Climate Change (Climate Change Mechanisms) Regulations 2025
19 Regulation 36 of the National Climate Change (Climate Change Mechanisms) Regulations 2025
20 Regulation 37 of the National Climate Change (Climate Change Mechanisms) Regulations 2025
21 Regulation 35 of the National Climate Change (Climate Change Mechanisms) Regulations 2025
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43 The imposition of transaction fees, rigid reporting requirements, and strict penalties
could have a chilling effect on private sector participation, especially for small and
medium-sized project proponents who lack the resources to navigate complex regu-
latory pathways.

4.4  Further, by introducing multiple layers of government approval and control over mar-
ket-based mechanisms, Uganda could inadvertently stifle innovation and delay the
scaling of much-needed climate solutions.

4.5 A balanced approach is therefore critical, one that safeguards environmental integ-
rity and local benefit sharing, but also encourages innovation, competitiveness, and
ease of doing business.

4.6 Regulatory reforms should avoid becoming a bottleneck to growth and instead focus
on enabling frameworks that catalyse investment, streamline approvals, and reduce
the cost of compliance for climate entrepreneurs and developers.

5 CONCLUSION

5.1 Uganda’s new Carbon Trading Regulations bring clarity, structure, and global cred-
ibility to a once loosely governed space.

5.2 However, failure to comply with these regulations carries serious risks, including
fines, imprisonment, or both.

53 Persons executing Climate Change Projects (carbon emission reduction or preven-
tion), verifying Certified Emission Reduction Units (CERs or Carbon Credits), or en-
gaging in transactions to transfer CERs are expected to obtain approval from the
Ministry before the same.

5.4 A person executing Climate Change Projects who fails to submit a semi-annual Mon-
itoring Report to the Ministry of Water and Environment is liable to a fine of UGX
10,000,000, with an individual also liable to up to 2 years of imprisonment.

5.5 Similarly, failure to notify the Ministry of Water and Environment of a transaction to
transfer a CERs or Carbon Credits may result in a penalty of UGX 10,000,000, with
an individual also liable to up to 2 years of imprisonment.

5.6 With clear compliance pathways for project approval, verification, and emissions
trading, the market is now open for responsible investment and growth.

5.7 This highlights the importance of following proper procedures at every stage.

5.8 At TASLAF, we are well-positioned to support clients in navigating these regulatory
requirements and unlocking opportunities in Uganda’s evolving carbon landscape.

Disclaimer:

The information provided in this article does not, and is not intended to, constitute legal advice. Instead, all infor-
mation, content, and materials contained in this article are for general informational purposes only. Information in
this article may not constitute the most up-to-date legal or other information.

This article may contain links to other third-party websites and resources. Such links are only for the convenience
of the reader, user or browser, TASLAF, its lawyers and its affiliates do not recommend or endorse the contents of
the third-party sites.

TASLAF advises readers and users of this article to contact their own qualified lawyers and obtain advise with respect
to any particular legal matter. No reader or user of this article should act or refrain from acting on the basis of the
information provided in this article without first seeking legal advice from qualified counsel.
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TASLAF Advocates provides blended legal and tax services to the most impactful entities operating in
Uganda & East Africa. We are driven by a desire to create social impact and harness the interconnectedness
of the African eco-system in our provision of blended legal & tax services.

Our clients include leading private equity/impact funds, construction and oil & gas companies, tech
companies, leading NGOs and social enterprises looking to set up or expand in Uganda and East Africa.

Our team combines a breadth of experience, education, and training in the best institutions in the
world. We are always on the lookout for the most talented and ambitious professionals to join the team.
With a mix of lawyers and accountants across the board, our service offerings are unequaled in both
tax & legal assignments.

Our pro-bono arm provides free legal services to leading SME’s and social enterprises in Uganda helping
them to save legal fees and create impact in their areas of operation.

Address
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P. O. Box 75577 Kampala, Uganda
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