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GX-ETS – Unique mechanism

l How does it contribute to 
GHG reduction?

l How does carbon pricing 
work?

l What kind of changes will 
it bring to Japan?
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l Mandatory participation

l Covers 60% of Japan's GHG emissions

l 300 – 400 companies

l No overall reduction targets for covered entities: NDC contribution unclear
l Free allocation to all entities

l In principle, top-efficiency benchmarks by industry

l Various adjustments and considerations by industry

l Price range: 1700 (floor) – 4300 (ceiling) JPY / t-CO₂

l Allows use of 10% credit (offset) of actual emissions

l Free allocation, adjustments/considerations, low price ⇨ weak incentives?

GX-ETS Phase 2
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l Paid allocation for power sector (from 2033)

l Other sectors continue to receive free allcation

l Revenue from paid allocation will be used to repay GX transition bonds

l Annual revenues from fossil fuel surcharge and specified business operator 

contributions (from paid allocation) are capped at the level of revenue losses from the 

petroleum and coal tax, and FIT surcharge

l Carbon price will remain low until around 2035

l Risk of insufficient funds for repaying GX transition bonds in the early stages

GX-ETS Phase 3
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Analysis 1) Phase 2 benchmark: CO2 reduction impacts
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Analysis 2) Carbon price: within price range (low)

上下限価格
1700円〜4300円/t-CO2
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Analysis 3) Phase 3 Total of levies and charges
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Analysis 4) Phase 3 Carbon price of levies and charges
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Analysis 5) Gasoline tax and fossil fuel surcharge
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Future outlook for GX-ETS

l Encourage corporate action
l High transparency
l Carbon budget perspective + alignment with NDC
l Incentives to promote early reductions
l Carbon pricing with a sufficient price signal
l Pricing with the Carbon Border Adjustment Mechanism (CBAM) in mind 
l Power sector decarbonization by 2040
l Review Phase 2 in 2028 
l Reconsider the “invest now, charge later” framework deferring the burden
l Economy-wide decarbonization and stakeholders' benefits


