H4D

Partnership

-

Japan’s
Hydrogen
and Derivatives
Framework .

vy P ¢

//I}/////// . V| ,//\/,”
///// /////v.
L 2 vmh it ]
: N, 2 )
5 s v i T //I' |

% _ --
i Z%%%j%/////ﬂ g




H4D

Japan’s Hydrogen and Derivatives Framework

Hydrogen Policies, Regulations and Financing Instruments

Japan was the first country in the world to release a national hydrogen strategy, in 2017. Since then, the country made a long-term, quantified, and institutionally
backed commitment to importing large volumes of low-carbon hydrogen and hydrogen derivatives through 2050. This demand signal is articulated through
Cabinet-approved strategies and statutory planning documents, coordinated by the Ministry of Economy, Trade and Industry (METI). These are key enabling policies,
requlations and financing instruments implemented by Japan to support the low-carbon hydrogen industry:

Enabling Policies Requlations Financing Instruments
2020
Japan’s 2050 Carbon Neutrality
\ Declaration ) Eraen Innovation Fund (GIF)
= Promotes a transition to renewable energy, reen Innovation Fun
&“\:\ improved ener%y efficiency, and innovat?oyn ‘g(:\x
in low-carbon fechnologiés. 2023 o
Long-Term Decarbonization )
Auction (LTDA) Auction Rules 2022
2023 The official Organization for Cross-regional JOGMEC Mandate Expansion
Basic Hydrogen Strateqgy [2017 Revised] Coordination of Transmission Operators X@

(OCCTO) terms for bidding, eligibility,
payment, and penalties in Japan's long-term
decarbonization auction.

Fstablishes large-scale import dependence.
k Sets explicit demand targets. Establishes
&3 international supply-chain partnerships as a

2023
Comnerstone. NEXI Insurance Expansion &m\
S
2023 . 2023 I
Electricity Business Act GX Promotion Act 2023

Combines decarbonization policy,
carbon pricing, and public support
to speed up a low-carbon industrial
fransition.

Strengthens grid infrastructure and
= X\Sman ates emissions trading to ensure a Hydrogen/Ammonia
™

JBIC Overseas Financing for
stable, decarbonized power market. &3

2025 é024 T oo
GX 2040 Vision (ol e
Defines hydrogen/ammonia as core Green (GX) Economic Transition Bonds&‘g
Transformation (GX) fuels, strengthens 2040 1024
- import signal. Encourages overseas d Society P : S
X‘S I[Jroductlon aligned with Japanese Hydrogen Society Promotion Act 2024
echnology/offtakers. (H5PA) ) Contracts for Difference
Supports low-carbon hydrogen (CfD) Scheme Launch &‘3

through approved business plans,

2025 | subsidies, and requlatory
Rlorcs I ogefam oo as e el e Hub
L in power & industry. Confirms long-term Hub Development ‘
&(Sim?)ort reliance. / : Program Launch X(S

How Regulatory and Financing Instruments Stack

How each instrument mitigates a specific risk across the hydrogen value chain:

Risk or Instrument

Decision Point That Addresses It Explanation
Power-asset Provides long-term revenue certainty, reducing investment risk
> CAPEX risk LIDA for capital-intensive power and hydrogen assets.
@ Hydrogen fuel HSPA (s Bridges the cost gap between clean hydrogen and market fuel
I Pric€ gap prices, enabling early commercial adoption.
Infrastructure Aligns hydrogen production, transport, storage, and
coordination HOPA hub program / MLIT demand within coordinated regional hubs.

¢ Carbon cost Puts a price on carbon, improving the relative competitiveness
GX-ETS .
E3|f | pressure on users of low-carbon hydrogen solutions.
Political and Mitigate sovereign, requlatory, and commercial risks

JBIC/ NEXI / JOGMEC

commercial risk through financing, guarantees, and insurance.

Notes: LTDA: Long-Term Decarbonization Auction, HSPA CfDs: Hydrogen Supply Promotion Act - Contracts for Difference, HSPA: Hydrogen
Supply Promotion Act, MLIT: Ministry of Land, Infrastructure, Transport and Tourism, GX-ETS: Green Transformation Emissions Trading Scheme.

Japan’s Core Hydrogen Policies

As part the country’s legally declared pathway to achieve carbon neutrality by 2050, the Government of Japan has positioned hydrogen,

ammonia, and synthetic fuels (e-fuels, e-methane) as essential enerqy carriers for:

[O]
EE.

Power generation Heavy industry Transport
(dispatchable (steel, chemicals, and shipping
low-carbon capacity) refining)

o / . / . /

Explicit Volume and Cost Targets

Japan defines explicit demand and delivered-cost trajectorie
for hydrogen and ammonia demand (largely for power and shipping):

Target Low-carbon Low-carbon Hydrogen Governing
Year Hydrogen Demand | Ammonia Demand | Cost Target (CIF) Policy

l© |
~3million tons/y ~3 million tons ~30yen/Nm? E!"t:y‘ Basic Hydrogen Strategy (2023) &\“:\\
(o |
o . Intermediate »
12 million tons/y Not specified Target xa0co I GX 2040 Vision &\\3
l© |
~20 million tons/y ~30 million tons €20 yen/Nm? Enery J Strategic Energy Plan &@

Note: CIF: Cost, Insurance, and Freight,

These targets directly underpin Japan’s planning for power generation capacity, industrial fuel switching,
port infrastructure, and public finance allocation.
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https://www.meti.go.jp/english/policy/energy_environment/electricity_system_reform/index.html
https://www.meti.go.jp/shingikai/enecho/denryoku_gas/denryoku_gas/seido_kento/index.html
https://www.enecho.meti.go.jp/en/category/special/article/detail_204.html
https://www.jogmec.go.jp/english/news/release/release_00275.html
https://www.jbic.go.jp/en/information/news/news-2022/image/0701-016521_2.pdf
https://www.meti.go.jp/policy/energy_environment/global_warming/transition/jcr_climate_transition_bond_framework_spo_eng_add.pdf
https://www.meti.go.jp/english/policy/energy_environment/global_warming/gifund/index.html
https://www.jogmec.go.jp/english/activities/hydrogen/index.html
https://www.nexi.go.jp/en/products/types/energy.html
https://www.enecho.meti.go.jp/category/others/basic_plan/pdf/2025_strategic_energy_plan.pdf
https://www.meti.go.jp/english/policy/energy_environment/global_warming/ggs2050/index.html
https://www.meti.go.jp/shingikai/enecho/shoene_shinene/suiso_seisaku/pdf/20230606_5.pdf?
https://www.meti.go.jp/shingikai/enecho/shoene_shinene/suiso_seisaku/pdf/20230606_5.pdf?
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html?
https://www.enecho.meti.go.jp/category/others/basic_plan/pdf/2025_strategic_energy_plan.pdf
https://www.enecho.meti.go.jp/category/others/basic_plan/pdf/2025_strategic_energy_plan.pdf
https://www.meti.go.jp/shingikai/enecho/shoene_shinene/suiso_seisaku/pdf/20230606_5.pdf?
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html?
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html
https://laws.e-gov.go.jp/law/505AC0000000032
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html?

Japan’s Hydrogen and Derivatives Framework

Core Concepts from Key Policies and Requlations

Japan's hydrogen support architecture is rules-based and selective, but explicitly open to imported hydrogen and derivatives that comply with statutory eligibility,
carbon-intensity, and safety requirements.

Low-carbon hydrogen

POLlCY $3.4kg COe per kg-H,

Anchors CfD-style-price-gap support later implemented
via Hydrogen Society Promotion Act (2024)

Establishes hydrogen/ammonia industrial clusters E @ } Low-carbon ammonia
(i.e.regional clusters) Basic LD <0.84 kg CO,e per kg-NHs
Japan’s hydrogen eligibility framework is technology Formally expands scope to include ammonia as both
neutral .(“color agnostic’), allowing multiple hydrogen Basic fuel and carrier (new in 2023).
prody ction pathways,.pr(.)wded projects meet the %jﬂf@k_f}aﬂ St dilegy Positions Japanese firms to reach 15GW global
specified lifecycle emissions thresholds. ‘ electrolyzer deployment by ~2030

Legal basis under Basic Act on Energy Policy POLlCY Assigns hydrogen/ammonia a role in decarbonizing

(revised every ~3 years). thermal power (50-40% of power mix in 2040).

Strategic
Energy
Plan

Extends planning horizon explicitly to 2040 (beyond
prior Strategic Energy Plan (SEP) focus).

Endorses ammonia co-firing in coal
~20% by 2030; up to 50% longer term.

Names hydrogen,ammonia, e-methane as Frames hydrogen as essential for energy security

‘next-generation fuels” Stra Q‘Q] G (Ukraine shock, LNG price volatility).
Crny 7 DIaY

Explicitly links hydrogen demand growth to GX-driven Ener gy bian First nation-level strategy to emphasize commercial deployment,

electricity demand (data centers, semiconductors, etc.). which sets the stage for future implementation tools.

POLICY
|© |

GX 2040
Vision
(2025)

Set ambitious economy wide reduction targets, aiming for
a 60% cut by 2035 and /3% by 2040 from 2013 levels.

Adopted together with the SEP as part of a coordinated policy
package to align climate targets, energy policy,and industrial

. . . transformation.
Safeguard energy security while advancing the

transition to a low-carbon economy.

Anchors hydrogen and ammonia within Japan’s industrial

GX 204 C10} competitiveness and growth strategy through 2040.
Stimulate green industrial growth and employment, leveraging @Ag —)'O‘fo VISIOn P g 9y g

private investment in clean technologies:
o Attract private investment toward clean technologies.

, , , } 3.Legal basis for offtake-side support:
The Hydrogen Society Promotion Act (HSPA) is the central regulatory POLICY The Act enables price-gap support mechanisms (e.g.

gateway to creating subsidies,and requlatory special agreements that contracts-for-difference-style support) that compensate users

: - : : o for the cost difference between hydrogen and incumbent fossil
fenailSJllaetihoy:rt%geexcgnanﬂng- Unlike earlier strategies or GX-wide ‘ i @ I fuels. This reduces the risk for utilities, steelmakers, and
g ) ' H2 Society industrial users to sign long-term offtake agreements.
1.Establishes a sector-specific legal basis for hydrogen aet ) .
commercialization: W, Th(e HPSA Legally demggates hard-to-at;ate sectors
Hvdrogen'Socien power generation, industry, transport) as priority
2. Operationalizes the policy shift from R&D into w{u'r JVJ" " sjrju.“/ hydrogen users. Hydrogen is recognized in law as both:
early commercial deployment through financing PromotioniAGt: * an energy source, and

e an industrial feedstock.

. y
Statutory Demand Creation Use-Side Incentives Supply-Side Incentives Infrastructure Roll-Out System Integration & Utilities
The Hydrogen Society (Demand-Side Support) (Production Support) The Act enables public support The Act positions utilities and
Promotion Act legally The Act authorizes government By establishing a and requlatory coordination for system operators as central
designates power, industry,and Intervention to bridge the cost hydrogen-specific legal hydrogen hubs, pipelines, actors in hydrogen deployment,
transport as priority gap between hydrogen and framework, the Act enables terminals,and storage by enabling integration with the
hydrogen-using sectors and fossil alternatives, enabling operating subsidies and recognizing hydrogen power grid, storage, and
recognizes hydrogen as both an contracts-for-difference-style revenue-stabilizing support for Infrastructure as system-critical palancing assets. This ensures
energy source and an industrial support for utilities and producers, shifting policy from assets. This facilitates nydrogen is deployed as part of
feedstock. This creates a Industrial users. This reduces R&D into early commercial coordinated build-out and a planned energy system, not as
statutory basis for demand-side adoption risk and creates deployment. This legal certainty avoids first-mover risk for isolated projects.
support mechanisms that predictable, policy-backed allows hydrogen projects to private developers.
enable long-term offtake and hydrogen demand before full attract private investment and
lower the cost of hydrogen cost parity Is reached. reach financial close.

adoption for end users.

Fuel Type | System Boundary Carbon Intensity Limit
Hydrogen | Well-to-Production Gate < 3.4 kg CO2e / kg H2

The Act establishes legally binding
carbon-intensity thresholds
(certification and subsidy eligibility):

Ammonia | Well-to-Production Gate | < 0.87 kg CO2e / kg NH3

E-fuel Full litecycle <3999 C02e /M)

E-methane Full lifecycle $49.59(C02e /MI

Existing Project Long-term Joint supplier—user
Pipeline Target sectors commitment business plans

- Power, steel,
chemicals, transport,
shipping, cement,

Japan’s first hydrogen-specific law

« Typically, = 1,000
tons/year of supply
from FY2030 onward

e ~20-25 years of supply
(15-year support +

yedr > - Mandatory under HSPA
continuation)

refining, and
potentially aviation
and heavy-duty road
transport.”

- Reviewed by METI,

- Evaluated by METI executed by JOGMEC

during business-plan
approval

« Required for CfD
eligibility

*Defined by METI sectoral guidance

Function: The Act authorizes the Government of Japan to

RE‘GT.”. ATIO N deploy upfront public spending to accelerate GX-aligned
investments, particularly in early commercial stages

where private capital alone is insufficient. Thisspending
IS designed to de-risk investment and catalyze
significantly larger volumes of private finance.

The GX Promotion Act establishes Japan’s

overarching GX financing architecture, creating the
legal foundation that links public spending, carbon
pricing,and private capital mobilization. It enables
multi-year, system-wide financing mechanisms that
support large-scale industrial and energy Role in imports: The Act enables GX financing
transitions, including hydrogen. GX Promotion mechanisms to support overseas supply chains,
Act including imports critical to Japan’s decarbonization
strategy. This allows public finance tools to be applied
to international hydrogen and clean energy value chains
where they support domestic GX objectives.

Promotion
Act

Responsible authority: METI

REGU LATlON Awards winning projects a 20-year

capacity payment (typically ¥/kW-year)
Intended to recover CAPEX and fixed
0&M only, with strict availability
obligations and a mechanism that largely
refunds excess energy market revenues.

Designed to make capital-intensive
low-carbon power projects financeable by
guaranteeing stable revenue for availability

AUCTION
RULES

Addresses long-term fixed cost recovery (CAPEX
and fixed O&M) for eligible power assets; does ) Technology-neutral, with tailored
not provide fuel price support. Auction Rules treatment for emerging options such as

hydrogen and ammonia fired generation.

Japan’s core law governing electricity REGU LATlON

generation, transmission, grid access, and

Provides th lat thway f
system planning. rovides the requlatory pathway for

power-sector hydrogen demand, allowing
hydrogen and ammonia projects to
participate in capacity mechanisms such
as the Long-Term Decarbonization Auction
and integrate into Japan’s decarbonized
power system.

Electricity
Business

Not hydrogen-specific, but recent reforms
explicitly accommodate low-carbon thermal
substitutes, including hydrogen- and
ammonia-fired power generation, by supporting
grid access, capacity adequacy, and long-term
transmission investment.

Projects approved under HSPA may access:
e Special approval procedures under the
safety laws

Pressure
Gas Safety
Act

 Deemed approvals / streamlined permitting
for ports, roads, and hub infrastructure

High-Pressure

Gas Safety Ac

Primary Regulatory Role Facility Approval & Operating Permitting & Project Execution System-Level Infrastructure Implications for Hydrogen
The High-Pressure Gas Safety Standards Projects aligned with national Coordination Imports into Japan
Act governs the safe design, The Act sets mandatory hydrogen priorities can access By applying uniform safety For international hydrogen
construction, operation, storage, technical standards for streamlined approval pathways rules across facilities and supply chains serving the
and transport of hydrogen and hydrogen facilities, including under the Act, enabling faster transport infrastructure, the Act Japanese market, compliance
hydrogen derivatives handled pressure management, permitting for hydrogen-related enables hydrogen to be with the High-Pressure Gas
at high pressure. It is the materials, inspection protocols, facilities such as hubs,import developed as an integrated Safety Act provides requlatory
central safety and operational and operational controls. terminals, and storage sites. system—from port entry and clarity at the point of landing,
law applied across production Compliance under this Act is This reduces procedural delays storage to distribution and storage, handling, and
facilities, pipelines, storage required for hydrogen while maintaining safety use—rather than as isolated downstream distribution. This
tanks, ports,and terminals in Infrastructure to be built, oversight. assets. Improves execution certainty
Japan. operated,and insured in Japan. for Japan-bound hydrogen
projects and supports

long-term import planning.


https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html
https://www.meti.go.jp/shingikai/enecho/shoene_shinene/suiso_seisaku/pdf/20230606_5.pdf
https://www.meti.go.jp/shingikai/enecho/shoene_shinene/suiso_seisaku/pdf/20230606_5.pdf?
https://www.enecho.meti.go.jp/category/others/basic_plan/pdf/2025_strategic_energy_plan.pdf
https://www.enecho.meti.go.jp/category/others/basic_plan/pdf/2025_strategic_energy_plan.pdf
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html?
https://www.khk.or.jp/Portals/0/resources/english/dl/hpgact_overview.pdf
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html
https://www.enecho.meti.go.jp/en/category/special/article/detail_204.html
https://laws.e-gov.go.jp/law/505AC0000000032

Japan’s Hydrogen and Derivatives Framework

Policy-Anchored Financing Instruments

Japan deploys demand-side subsidies, sovereign-backed finance, guarantees, and insurance to make hydrogen and ammonia projects bankable — with most instruments
administered by METI-backed public finance institutions.

Japan's prefectural and municipal governments provide additional subsidies, particularly for hydrogen mobilitK and refuelling infrastructure. These measures
mainly support domestic deployment and are not primary instruments for export-oriented hydrogen supply chains, which are governed at the national level.

Financing under the Hydrogen Promotion Act

Contracts for Difference (CfD) — 1sunched 2024

JOGMEC
~JPY 3 trillion
15 years (+ 10-year supply commitment = 25 years total)
1,000 tons/year from FY2030
~—G T @ Projects producing or importing low-carbon hydrogen/derivatives into Japan

How a CfD works

Necessary to refund

TN Strike Price

Reference Price ==

Price increase due to carbon pricing
INot Subsidised or severer regulations for fossil fuels - 10years of continuous operation after end-of-support
or gray hydrogen :
FY2030 FY2045 TIME
CfD First Round Update

HSPA HSPA 1 -
project ject
naunctiec =30 applications Closed ey ceeding the available ¥3 trillion  2pproved  »Toyota Tsushoand Resonac  “"wr>  approved.

September
pZOZS — December

2025

*Japan certifies JERA and Mitsui led
ammonia projects under the ¥3 trillion

2024 2025

o price-gap subsidy, awarding CfD eligibility.
Geography & project types
o .Early(.iawards p;riorit‘ized do‘mes.tic-proj'ects,-with im[‘)orts ‘exp-licit‘ly e;(pe.cte(.i in s.ubsequer;t
——— rounds.
Applications were submitted from diverse geographical regions, - The first approved CfD projects (September 2025) were domestic Japanese projects, including:
\_encompassing the entire hydrogen value chain. - a green hydrogen project for steel production (Toyota Tsusho—led consortium), and

— — — ~— — — — — —~— ~— — —

- a waste derived hydrogen project for ammonia production (Resonac), both linked to
~ identified industrial offtakers.

In December 2025, Japan awarded its first international hydrogen (fDs, allocating approximately US$6.8 bn to large
scale U.S. based blue ammonia projects (Louisiana), led by JERA and Mitsui & Co.

= These projects leveraged a dual support structure: Japanese (fD payments combined with U.S. production
incentives (e.q., 45Q tax credits), materially reducing delivered costs to Japan.

R — » » - ~- - - R — » » > ~- S — > > > ~-~

What do the early winners show? What made these projects eligible? What happens next?
- (fD design focuses on price gap, not production - Joint supplier—offtaker business plans are decisive.
method. - Industrial use cases (steel, chemicals, ammonia) take . (fD awards will be announced on a rolling basis
- Carbon thresholds are more flexible than EU schemes, Jg’g;or:'?& epts multinle production pathways through 2026.
widening the eligible project pool. (electrolysis, waste derived hydrogen, CCUS) i); MRV is - Import linked hydrogen and ammonia projects are
- 15 year support horizon materially improves il expected to enter future cohorts.

bankability for first of a kind projects. + Projects align with system logic, not standalone supply.

For hydrogen- and ammonia-fired power projects, CfD support for fuel costs oEerateS alongside the Long-Term Decarbonization CapacitK Auction (LTDA), which
provides capacity payments. Together, these mechanisms reduce both price risk and revenue volatility, improving bankability for dispatchable low-carbon generation.

Hub Development Program

Implementing Body

Japan Organization for Metals and Energy Security (JOGMEG)
[primary implementation and subsidy administration]

Ministry of Land, Infrastructure, Transport and Tourism (MLIT)
[responsible for port-related infrastructure components]

11 —
il e
: H; A
Enable cluster-based hydrogen Stimulate demand creation by Promote efficient,coordinated ~~ Support the creation of
hubs integrating production, lowering infrastructure barriers CAPEX deployment across infrastructure that delivers widely
Import, storage, and demand. for hydrogen users. hydrogen value chains. shared benefits rather than

asset-specific advantages.
Application and Evaluation Timeline

Start Close FEED g . . . |
appplication appplication completion Evaluation and selection: Expected in the second half of the fiscal
window window target oo . L |
March L7 February HE==; year following application closure
2025 2025 2026 "/ O00v

Financing through GX Promotion Act

GX Emissions Trading Scheme (GX ETS)

Sector coverage Covers energy-intensive sectors such as power, steel,and chemicals.

Covered companies must measure and report emissions and hold emission allowances equal to their emissions; allowance
trading Is permitted.

Increases the cost of fossil-based alternatives over time, creating an additional demand-side economic driver for

hydrogen and ammonia and complementing CfD and LTDA mechanisms, while avoiding an immediate shock to industry.

ORI T—® Japan’s GX ETS transitions from a voluntary phase to a mandatory emissions trading system from FY2026.
CO-2
R

Compliance requirements

—— - - - - —— - - - - —— - - - - ——

Under the GX Promotion Act, Japan is issuing up to ¥20 trillion in GX Transition Bonds to catalyze over ¥150 trillion in public—private GX investment.

- The GX Acceleration Agency (GXA) coordinates GX related finance, including debt guarantees and co investment, and works alongside METI, JOGMEC,
JBIC, and NEXI.

- While not hydrogen specific, GX funding supports hydrogen, ammonia, steel, chemicals, power, and associated infrastructure where projects align with
Japan’s GX priorities.

GX

PROMOTION ACT

- - - » > > -

4 WORKSTREAM 2 — ENABLING FRAMEWORKS




Japan’s Hydrogen and Derivatives Framework

Public Financial Institutions and
Project-Level De-Risking Instruments

While Japan’s legislative and requlatory framework establishes long term demand, price signals, and market structure for hydrogen, project level bankability is achieved
through a complementary set of public financial institutions and balance sheet instruments that de risk individual investments and crowd in private capital.

)
S J O G M E c JOGMEC is the primary implementing body for both the (fD and Hub Development programs A
0 direct project-level support. It can participate in overseas hydrogen and ammonia projects
through subsidies, equity investments, and debt guarantees: Y

Japan 0il, Gas and Metals National Corporation %‘3

- Equity participation: Up to 50% of project equity to be borne by Japanese companies
- Debt quarantees: Up to 50% of debt obligations to be borne by Japanese companies
. Scope:

- Overseas projects contributing to Japan’s imports strategy
« Disburses funds after METI approval

A
JAPAN - A
BANK FOR JBIC provides loans (including long-tenor project finance) and equity investments for low-carbon
INTERNATIONAL | apergy projects, with a dedicated facility for hydrogen, ammonia, and related sectors.
| COOPERATION - )
- 48 - Supervising ministry: MOF, policy alignment with METI

e Instruments:

- Export Loans, Import Loans, Overseas Investment Loans, Untied Loans, and Equity
Investments

« Scope:The full hydrogen and ammonia value chain (from upstream to downstream), with
Japanese offtake or Japanese sponsors

Financing Conditions - Japan Strategic Investment Facility - &@

What qualifies Financing Best fit for

+ JBIC share: up to 60% of total debt - Low-carbon hydrogen and ammonia projects

: : involving Japanese companies (as sponsors,
« Up to 70% in the case of resource projects or where technology providers, or offtakers)

the borrower is a Japanese SME

- A wide range of overseas projects related to the
development of resilient supply chains that contribute to
Japan’s economic and national security interests + Support covers the full value chain, including production,

- (lean hydrogen and low-carbon ammonia « Currencies: USD, EUR, JPY, and other currencies transportation, and utilization
production projects are eligible (to be determined separately)

- Financing is also available for related infrastructure

NEXI provides insurance against political and commercial risks for Japanese companies
investing abroad in hydrogen and ammonia supply chains:

NEX

. ppen frper andinvesentinsance &3/ - Coverage typically up to 90% for loan and up to 100% for investment

- Covers resource development, long-term supply contracts, and equity investments
- Particularly relevant for projects in politically complex or emerging-market environments

Who is covered? What can be insured? Requirements Cost advantages

. A Japanese company (examples: trading - Senior loans (main category in - Loans must be tied to resource » Lower premiums than standard

houses, project sponsors, industrial users) hydrogen/ammonia projects) dgvelopment, which now explici.tly “overseas untied loan insurance”
. Commercial banks including Tokyo branch of - Subordinated loans |nc,Iudes hydroge.n and ammonia (after - Higher percentage of cover

foreign banks making a senior loan or + Equity investments (for project stake NEXI's 2023 expansion). (often up to 90%)

subordinated loan to a project overseass acquisition) -+ Typically requires an escrow account at - Makes the financing significantly

- Japanese investors acquiring equity . Offtake-backed participation rights a reputable international bank. cheaper for Japanese lenders
stakes or offtake-linked rights

)
( @ ﬁ‘r:en tion The Green Innovation Fund Projects is designed to support large scale technology and system
] Funo?\I;?ojle?: e demonstrations, rather than early-stage R&D or purely commercial deployment. For hydrogen, this incIudes:/
o Y, - Power generation (hydrogen and ammonia firing)

- Shipping and maritime applications
- Hydrogen and ammonia carriers
- Cracking / conversion technologies
- Integrated supply-chain demonstrations
Size: ~¥2 trillion by NEDO
Applicants may include:
- Japanese companies
- Consortia (often required for large system demos)
- Infrastructure developers, OEMs, energy companies, shipping companies
- Joint ventures with international partners (Japanese entity must lead or co-lead
NEDO grants for technology demonstration at the pre-commercial stage

Projects are typically industry-led,

not government-owned.

How the Instruments Work Together

The project-level tools are designed to be layered, not used in isolation. A typical project structure might combine:

This layered approach means that » JOGMEC equity to reduce the developer's upfront capital requirement
private developers face a significantly

reduced risk profile at each stage of the
project lifecycle — from feasibility - NEXI insurance to cover political and offtake risk in the host country
through construction to long-term
operation.

- JBIC debt to provide long-tenor financing at preferential rates

« A CfD from JOGMEC (under HSPA) to stabilize revenue over 15 years

WORKSTREAM 2 — ENABLING FRAMEWORKS
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Japan’s Hydrogen and Derivatives Framework

H4D Recommendations

Japan’s hydrogen market is open, selective, and structured. Entry is not generic: projects must align with specific policy gateways depending on whether they supply power,
industrial hydrogen/ammonia, or system-level infrastructure. Successtul projects combine offtaker commitments, statutory eligibility, and stacked public-finance
instruments rather than relying on cost competitiveness alone.

For project developers and exporters \

: IdenEig Dcrg[dible Japanese offtakers early (utilities, steelmakers, chemical companies, trading houses) at concept or
pre-FEED stage.

» Structure proposals as joint supplier—user plans, not standalone supply offers.

- Design projects to meet or exceed HSPA carbon-intensity thresholds, with robust MRV.
- Assess whether the project can align with hub-based infrastructure.
- Engage Japanese public finance institutions before final investment decisions, not after.

For Emerging Market s and Developing Countries Policymakers ™ \

- Provide long-term export and policy certainty
Stable export permits, port access, FX convertibility, and repatriation rules over multi-decade horizons are critical inputs to
Japanese risk assessments.

- Enable Japanese participation across the value chain
Create conditions for Japanese equity, EPC, offtake, and financing participation. Most Japanese public finance requires a clear
and durable Japanese nexus.

- Promote clustering and aggregation, not single-buyer exports
Support hub- or cluster-based export development aligned with ports, industrial zones, and shared infrastructure to mirror
Japan's demand model.

~— a . 3 /
What to Watch Next (2025-2027) \

» GX-ETS will move into mandatory compliance, strengthening demand-side pressure on fossil fuel use.

- First largescale HSPA CfD awards will set benchmarks for cost, scale, and acceptable risk structures.

- Hub development support is expected to concentrate on a limited number of priority locations.

- Carbon accounting, MRV, and verification requirements are likely to continue raising the bar for eligibility.

The H4D Partnership team appreciates the support provided by all Japanese institutions that contributed to the preparation of this document.

6 WORKSTREAM 2 — ENABLING FRAMEWORKS



https://www.japaneselawtranslation.go.jp/outline/146/905R618.pdf

