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Explicit Volume and Cost Targets 
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Basic
Hydrogen 
Strategy

GX2040

Strategic
Energy
Plan

Heavy industry
(steel, chemicals,

refining) 

Transport
and shipping 

Power generation
(dispatchable

low-carbon capacity) 

How Regulatory and Financing Instruments Stack
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Japan’s Hydrogen and Derivatives Framework

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.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?
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Hydrogen Well-to-Production Gate ≤ 3.4 kg CO2e / kg H2

Ammonia Well-to-Production Gate ≤ 0.87 kg CO2e / kg NH3

E-fuel Full lifecycle ≤ 39.9 g CO2e / MJ

E-methane Full lifecycle ≤ 49.3 g CO2e / MJ
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1.Establishes a sector‑specific legal basis for hydrogen 
commercialization;

2. Operationalizes the policy shift from R&D into    
    early commercial deployment through financing

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

transformation.

Anchors hydrogen and ammonia within Japan’s industrial 
competitiveness and growth strategy through 2040. 

Safeguard energy security while advancing the 
transition to a low‑carbon economy.

Stimulate green industrial growth and employment, leveraging 
private investment in clean technologies:
• Attract private investment toward clean technologies.

Set ambitious economy wide reduction targets, aiming for 
a 60% cut by 2035 and 73% by 2040 from 2013 levels.

GX 2040 Vision

GX 2040
Vision
(2025)

������

Formally expands scope to include ammonia as both 
fuel and carrier (new in 2023).  

Low‑carbon hydrogen
≤3.4kg CO₂e per kg‑H₂

Low‑carbon ammonia
≤0.84 kg CO₂e per kg‑NH₃

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

Establishes hydrogen/ammonia industrial clusters 
(i.e. regional clusters)

Japan’s hydrogen eligibility framework is technology 
neutral (“color agnostic”), allowing multiple hydrogen 
production pathways, provided projects meet the 
specified lifecycle emissions thresholds.

Positions Japanese firms to reach 15GW global 
electrolyzer deployment by ~2030.

Basic
Hydrogen 
Strategy

Basic
Hydrogen Strategy

������

Explicitly links hydrogen demand growth to GX‑driven 
electricity demand (data centers, semiconductors, etc.). 

Legal basis under Basic Act on Energy Policy 
(revised every ~3 years).  

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

Names hydrogen, ammonia, e-methane as 
"next-generation fuels"

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

Frames hydrogen as essential for energy security 
(Ukraine shock, LNG price volatility).

Assigns hydrogen/ammonia a role in decarbonizing 
thermal power (30–40% of power mix in 2040).  

Strategic
Energy Plan

Strategic
Energy
Plan

7TH

������

Function: The Act authorizes the Government of Japan to 
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.

Role in imports: The Act enables GX financing 
mechanisms to support overseas supply chains, 

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.

Responsible authority: METI 

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 
transitions, including hydrogen. GX Promotion

Act

GX
Promotion
Act

������
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Projects approved under HSPA may access:
• Special approval procedures under the 

safety laws High‑Pressure
Gas Safety Act 

High-
Pressure
Gas Safety
Act

������
���

Awards winning projects a 20‑year 
capacity payment (typically ¥/kW‑year) 

intended to recover CAPEX and fixed 
O&M only, with strict availability 

obligations and a mechanism that largely 
refunds excess energy market revenues.

Technology‑neutral, with tailored 
treatment for emerging options such as 

hydrogen and ammonia fired generation.

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

Addresses long‑term fixed cost recovery (CAPEX 
and fixed O&M) for eligible power assets; does 
not provide fuel price support.

LTDA
Auction Rules

AUCTION
RULES

������
���

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.

Japan’s core law governing electricity 
generation, transmission, grid access, and 
system planning.

Electricity
Business Act

(EBA)

Electricity
Business
Act

������
���
Provides the regulatory 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.

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

3. Legal basis for offtake‑side support:
The Act enables price‑gap support mechanisms (e.g. 

contracts‑for‑difference–style support) that compensate users 
for the cost difference between hydrogen and incumbent fossil 

fuels. This reduces the risk for utilities, steelmakers, and 
industrial users to sign long‑term offtake agreements.

First nation-level strategy to emphasize commercial deployment, 
which sets the stage for future implementation tools.

The HPSA Legally designates hard‑to‑abate sectors 
(power generation, industry, transport) as priority 

hydrogen users. Hydrogen is recognized in law as both:
• an energy source, and

• an industrial feedstock.

The Hydrogen Society Promotion Act (HSPA) is the central regulatory 
gateway to creating subsidies, and regulatory special agreements that 
enable hydrogen financing. Unlike earlier strategies or GX‑wide 
legislation, the Act: H2 Society

Promotion
Act

Hydrogen Society
Promotion Act

������

Statutory Demand Creation
The Hydrogen Society 
Promotion Act legally 
designates power, industry, and 
transport as priority 
hydrogen‑using sectors and 
recognizes hydrogen as both an 
energy source and an industrial 
feedstock. This creates a 
statutory basis for demand‑side 
support mechanisms that 
enable long‑term offtake and 
lower the cost of hydrogen 
adoption for end users.

Use‑Side Incentives 
(Demand‑Side Support)
The Act authorizes government 
intervention to bridge the cost 
gap between hydrogen and 
fossil alternatives, enabling 
contracts‑for‑difference–style 
support for utilities and 
industrial users. This reduces 
adoption risk and creates 
predictable, policy‑backed 
hydrogen demand before full 
cost parity is reached.

Supply‑Side Incentives 
(Production Support)
By establishing a 
hydrogen‑specific legal 
framework, the Act enables 
operating subsidies and 
revenue‑stabilizing support for 
producers, shifting policy from 
R&D into early commercial 
deployment. This legal certainty 
allows hydrogen projects to 
attract private investment and 
reach financial close.

Infrastructure Roll‑Out
The Act enables public support 
and regulatory coordination for 
hydrogen hubs, pipelines, 
terminals, and storage by 
recognizing hydrogen 
infrastructure as system‑critical 
assets. This facilitates 
coordinated build‑out and 
avoids first‑mover risk for 
private developers.

System Integration & Utilities
The Act positions utilities and 
system operators as central 
actors in hydrogen deployment, 
enabling integration with the 
power grid, storage, and 
balancing assets. This ensures 
hydrogen is deployed as part of 
a planned energy system, not as 
isolated projects.

Primary Regulatory Role
The High‑Pressure Gas Safety 
Act governs the safe design, 
construction, operation, storage, 
and transport of hydrogen and 
hydrogen derivatives handled 
at high pressure. It is the 
central safety and operational 
law applied across production 
facilities, pipelines, storage 
tanks, ports, and terminals in 
Japan.

Facility Approval & Operating 
Standards
The Act sets mandatory 
technical standards for 
hydrogen facilities, including 
pressure management, 
materials, inspection protocols, 
and operational controls. 
Compliance under this Act is 
required for hydrogen 
infrastructure to be built, 
operated, and insured in Japan.

Permitting & Project Execution
Projects aligned with national 
hydrogen priorities can access 
streamlined approval pathways 
under the Act, enabling faster 
permitting for hydrogen‑related 
facilities such as hubs, import 
terminals, and storage sites. 
This reduces procedural delays 
while maintaining safety 
oversight.

System‑Level Infrastructure 
Coordination
By applying uniform safety 
rules across facilities and 
transport infrastructure, the Act 
enables hydrogen to be 
developed as an integrated 
system—from port entry and 
storage to distribution and 
use—rather than as isolated 
assets.

Implications for Hydrogen 
Imports into Japan
For international hydrogen 
supply chains serving the 
Japanese market, compliance 
with the High‑Pressure Gas 
Safety Act provides regulatory 
clarity at the point of landing, 
storage, handling, and 
downstream distribution. This 
improves execution certainty 
for Japan‑bound hydrogen 
projects and supports 
long‑term import planning.

Japan’s Hydrogen and Derivatives Framework

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
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Contracts for Di�erence (CfD) — launched 2024
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Implementing Body JOGMEC
~JPY 3 trillion
15 years (+ 10-year supply commitment = 25 years total)
1,000 tons/year from FY2030
Projects producing or importing low-carbon hydrogen/derivatives into Japan

Budget
Subsidy Duration

Eligibility
Minimum Supply Threshold

CfD First Round Update 

How a CfD works

������������� ����� ��������
� ����� 
������� ������������� ���������
��������������������������
������������������

� ­����� ����
�� ����������
� 
�������� ���������� ����� �������� ����������� �������
� ��� �����������
����
��

� ����������������
�������������������������
	
��������
��������������������������������
�����
� ����������
���������������������������
������������������������
����������������

� �� ������ 
�����
� ��
������ �������� ���� �������� ���
������� ����������� ����� �����
� ���
�
������
���
�����������������

HSPA
Launched
November

2024

2nd

project
approved.*
December

2025

1st

project
approved

September
2025

≈3O applications Exceeding the available ¥3 trillion »Toyota Tsusho and Resonac
HSPA

Closed
March
2025

Geography & project types
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GX ETS transition

Compliance requirements

Economic impact

Sector coverage

Hub Development Program 
�����������������

 [responsible for port-related infrastructure components]

Japan’s GX ETS transitions from a voluntary phase to a mandatory emissions trading system from FY2026.

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.

Enable cluster-based hydrogen 
hubs integrating production, 
import, storage, and demand.

Stimulate demand creation by 
lowering infrastructure barriers 

for hydrogen users.

Promote efficient, coordinated 
CAPEX deployment across 

hydrogen value chains.

Support the creation of 
infrastructure that delivers widely 

shared benefits rather than 
asset-specific advantages.

Application and Evaluation Timeline

Start
appplication

window
March
2025

FEED
completion

target
February

2026

Close
appplication

window
June
2025
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What made these projects eligible?What do the early winners show? What happens next?
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GX Emissions Trading Scheme (GX ETS)

Designed to
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Financing through GX Promotion Act

PROJECT SCOPE
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[primary implementation and subsidy administration]
Japan Organization for Metals and Energy Security (JOGMEG) Ministry of Land, Infrastructure, Transport and Tourism (MLIT)
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Japan’s Hydrogen and Derivatives Framework



��	�������
���
���������������
��
����������­�������������������������

��
�����	�����
������������������

Financing Conditions – Japan Strategic Investment Facility –

What qualifies Financing Best fit for
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Japan’s Hydrogen and Derivatives Framework

https://www.jbic.go.jp/en/information/news/news-2022/image/0701-016521_1.pdf
https://www.jbic.go.jp/en/information/news/news-2022/image/0701-016521_2.pdf
https://www.jogmec.go.jp/english/activities/hydrogen/index.html
https://www.nexi.go.jp/en/products/types/energy.html
https://www.meti.go.jp/english/policy/energy_environment/global_warming/gifund/index.html
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For project developers and exporters 
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For Emerging Market s and Developing Countries Policymakers
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What to Watch Next (2025–2027)
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https://www.japaneselawtranslation.go.jp/outline/146/905R618.pdf

