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Introduction

The "Asia Zero Emission Community” (AZEC) has held four high-level meetings since its in-
ception, resulting in joint statements, over 200 memoranda of understanding (MoUs), the
establishment of a new research center, and a 10-year action plan.

In particular, the MoUs announced at each high-level meeting represent agreements be-
tween Japan and the partner countries’ participating entities (companies and public agen-
cies). These MoUs reflect how the AZEC participants intend to pursue and materialize
business opportunities through AZEC.

In this report, we aim to answer the question “What's AZEC?" based on publicly available in-
formation and to analyze the MoUs signed under the AZEC.

(I Executive summary )

AZEC was proposed in 2022 by then Japanese Prime Minister Fumio Kishida and was
launched in March 2023 as a platform to promote cooperation towards carbon neu-
trality/net-zero emissions in Asia. AZEC has 11 participating countries, which include
nine member states of the Association of Southeast Asian Nations (ASEAN), Austral-
ia, and Japan.1

Itis part of the Green Transformation (GX) Strategy, a key element of Japan's industri-
al strategy. As stated by former prime minister Kishida when proposing AZEC, its par-
ticular emphasis is placed on using Japanese technologies, systems and know-how in
areas like hydrogen and ammonia.’

From March 2023 to October 2024, a total of 217 MoUs® have been signed under
AZEC, all of them involving Japanese public agencies4 or companies. Among partner

countries, Indonesian public agencies or companies show the highest engagement,
participating in 40% of MoUs (82 MoUs).

1 Ministry of Economy, Trade and Industry (METI) website
2 Prime Minister’s Office of Japan website January 17, 2022

3 In this report, “MoU" includes MoU and other cooperation agreements under AZEC. In general, MoU is a doc-
ument that records the details of an agreement between two companies or organizations, which has not yet
been legally approved.

4 In this report, “public agencies” is a broader term that encompasses various public-sector entities, including
national and local governments (e.g., ministries and departments), government organizations, and internation-
al organizations. In contrast, “government organizations” refer to entities that operate under the umbrella of
the national government to carry out specific mandates, such as resource development, financing, and tech-

nology advancement (see 1-5(1)).


https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html
https://japan.kantei.go.jp/101_kishida/statement/202201/_00009.html
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About 30% (67 MoUs) of all MoUs are for cooperation on fuels such as hydrogen and
ammonia, biomass and biofuel, liquefied natural gas (LNG), and e-fuel. Among these,
hydrogen and ammonia, including for use in the thermal power sector, represent the
largest number of MoUs (29 MoUs). Other significant cooperation areas include gen-
eral relationship building, agro-ecosystem management, renewables, greenhouse gas
(GHG) accounting, carbon credits, and carbon capture, utilization and storage (CCUS).
In contrast, the area with the fewest MoUs is energy efficiency (3 MoUs).

Among Japanese entities, government organizations accounted for the largest share
(43 MoUs), followed by energy companies (35 MoUs). More than 10 MoUs were
signed by corporate entities in each of the energy, GHG accounting / carbon credits,
construction and infrastructure, general trading, and machine manufacturing sectors.
These MoUs show that Japanese government organizations are taking the initiative
to sign MoUs directly with partner countries’ entities in areas of high business risk for
Japanese companies and are facilitating the development of cooperative projects in-
volving Japanese companies particularly in the power and energy sectors. This in-
dicates that, under the active leadership and support of the government, Japanese
companies across sectors are seeking to expand their business activities through
AZEC. On the other hand, among the participating entities of partner countries, ener-
gy companies stand out with 90 MoUs (41%), indicating that Japan is particularly in-
terested in energy investment in these countries.

Among Japanese companies, those in the GHG accounting and carbon credit sector
rank second after energy companies in terms of MoU participation. Many of the MoUs
signed by these companies pertain to generating carbon credits through agro-eco-
system management, GHG accounting in the manufacturing sector, or carbon cred-

it trading. This suggests that Japan is aiming to acquire carbon credits through
agro-ecosystem management projects in partner countries, while also seeking to
enter the GHG accounting and carbon trading business. In contrast, projects related
to renewables or energy efficiency make up less than 10% of the total, indicating that
these areas are currently lower priorities.

In addition, several joint statements include references to nuclear energy. Although no
MoUs related to nuclear energy have been signed to date, this suggests that partici-
pating countries, including Japan, have an interest in incorporating nuclear energy as
a potential area of future cooperation.

The MoU analysis suggests that Japan's primary interest lies in building supply chains
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for various fuels in AZEC participating countries and exporting Japanese technolo-
gies—most notably hydrogen and ammonia co-firing in the thermal power sector. Pro-
jects related to fossil fuels or thermal power raise questions about their contribution
to emission reduction in line with the Paris Agreement. Thus, these projects require
close evaluation regarding their emission reduction impact and cost-effectiveness.

For Japan to foster fair and constructive partnerships with AZEC partner countries
and make a meaningful contribution to decarbonization in Asia through its efforts to-
wards carbon neutrality, it is essential to assess whether AZEC projects and initiatives
align with both the development pathways of partner countries and net-zero emis-
sion pathways. Support should be focused on cost-effective technologies in reducing
emissions, such as renewables and energy efficiency. Additionally, greater transpar-
ency is needed through the disclosure of financial support for AZEC and progress up-
dates on supported projects.

Indonesia, Suralaya Coal-fired Power Plant
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| 01 What is AZEC?

1-1 The launch of AZEC

AZEC was first publicly proposed by then Prime Minister Fumio Kishida in his inaugural pol-
icy speech to the Diet in January 2022. In this speech, he emphasized Japan's commitment
to contribute to Asia's decarbonization by leveraging Japanese technologies, systems and
know-how in areas like hydrogen and ammonia.®> Based on this proposal, AZEC was official-
ly launched in March 2023 at the first AZEC Ministerial Meeting, with 11 participating coun-
tries.

| Figure 1: AZEC partner countries

e

b

. _ _ o' Climate
Prepared by Climate Integrate from website of METI (in Japanese) L.~ Integrate

5 Ibid footnote 2


https://www.enecho.meti.go.jp/about/special/johoteikyo/azec_01.html
https://japan.kantei.go.jp/101_kishida/statement/202201/_00009.html
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1-2 AZEC as Japan’'s GX strategy

AZEC has been promoted by the Japanese government as part of its industrial policy known
as the Green Transformation (GX) strategy.® GX is an initiative launched by the government
in 2022 to “transform our industrial and social structures centering around fossil energy
sources, long established since the Industrial Revolution, into ones based on clean energy."”
The most recent version of this strategy, the “GX 2040 Vision,"” states that the promotion of
GX through practical and diverse approaches can help bridge energy access challenges in
the Global South. To support the realization of GX in Asian countries, the strategy further
emphasizes Japan’'s commitment to establishing rules for creating markets that value decar-
bonization technologies and services.®

Consistent with GX strategy, AZEC has been highlighting the importance of achieving a
common goal of “net-zero emissions through various pathways" and a triple breakthrough
of simultaneously achieving “decarbonization, economic growth, and energy security” as
AZEC principles.®

1-3 Leaders’ and ministerial meetings

(1) Overview

Since its official launch at the first ministerial meeting in March 2023, AZEC has held four
meetings — two ministerial and two leaders’ meetings (Figure 2) — with a joint statement is-
sued at each meeting (Table 1). The first Leaders’ Meeting in December 2023 led to a pro-
posal to establish the Asia Zero Emission Center within the Economic Research Institute for
ASEAN and East Asia (ERIA) (Box 1 (p.14)). In August 2024, the second Ministerial Meeting
launched the Asia Zero Emissions Center and three sectoral initiatives. Subsequently, the

second Leaders’ Meeting in October 2024 adopted a 10-year action plan,*® which focuses
on advancing AZEC solutions, AZEC sectoral initiatives, and Japan/Australia-led projects.
The third Ministerial Meeting is scheduled for September 30, 2025,** and the third Leaders’
Meeting for October 28, 2025.%?

6 As Japan's GX strategy, the "Basic Policy for the Realization of GX" was first formulated in February 2023. It
was later revised in July 2023, alongside the enactment of the GX Promotion Act, into the “Strategy for the
Promotion of a Decarbonized Growth-Oriented Economic Structure” (GX Promotion Strategy) (in Japanese).

In February 2025, the “GX 2040 Vision" (in Japanese) was released as a revised version of the GX Promotion
Strategy. All versions of the GX strategy position AZEC as a key component of Japan's international deploy-
ment strategy.

7 METI "Basic Policy for the Realization of GX" February 10, 2023 (in Japanese)

8 METI"GX 2040 Vision" February 2025 (p.19) (in Japanese)

9 METI Press release December 18, 2023

10 AZEC "AZEC Leaders' Joint Statement: Action Plan for the Next Decade” October 11, 2024
11 ASEAN MALAYSIA 2025 website

12 ASEAN MALAYSIA 2025 website



https://www.meti.go.jp/english/press/2023/pdf/0210_003a-2.pdf
https://www.meti.go.jp/press/2023/07/20230728002/20230728002-1.pdf
https://www.meti.go.jp/press/2023/07/20230728002/20230728002-1.pdf
https://www.meti.go.jp/press/2024/02/20250218004/20250218004-1.pdf
https://www.cas.go.jp/jp/seisaku/gx_jikkou_kaigi/pdf/kihon.pdf
https://www.meti.go.jp/press/2024/02/20250218004/20250218004-1.pdf
https://www.meti.go.jp/english/press/2023/1218_005.html
https://www.mofa.go.jp/mofaj/files/100737977.pdf
https://myasean2025.my/events/month/2025-09/
https://myasean2025.my/events/month/2025-10/
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Figure 2: Timeline of AZEC

2022 2023 2024
Jan [ Feb | Mar ] May Dec

Proposal for AZEC Enactment of the 2nd AZEC
by Japan GX Promotion Act Ministerial Meeting
1st AZEC 1st AZEC 2nd AZEC
Ministerial Meeting Leaders Meeting Leaders Meeting
Establishment Establishment of Asia
of AZEC Zero Emission Center

Positioning of AZEC
as part of Japan's GX Strategy

O-I Climate
Prepared by Climate Integrate from MET| documents L." Integrate

(2) MoUs

As the meetings progressed, the number of MoUs increased (28 at the first meeting, 121 at
the fourth), reaching a total of 217 MoUs. At each of the first three meetings, a list of newly
sighed MoUs was presented. However, at the fourth meeting (the second Leaders’ Meeting,
October 2024), the list of 121 cooperation agreements presented included 68 MoUs that
had already been signed at the previous second Ministerial Meeting, plus new MoUs, letters
of intent and other cooperation agreements, including an agreement to organize the next
regular conference (6th ASEAN-Japan Smart Cities Network High-Level Meeting). A detailed
analysis of AZEC MoUs is provided in “02. MoUs under AZEC" section of this report.

(3) Technology areas referenced in AZEC joint statements

The AZEC joint statements cover various technology areas. Table 2 shows that the range of
technology areas mentioned in each joint statement has expanded over time. Among them,
six technology areas have appeared consistently in all four meetings: hydrogen and ammo-
nia; bioenergy and biofuel; CCUS (carbon capture, utilization and storage) and carbon recy-

cling; energy efficiency; renewables; and natural gas and LNG.

The joint statements are considered to reflect areas of cooperation that are of particular
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Table 1: Key outcomes of each AZEC meeting
Meeting ?:::t?:: Key outcomes wn%l.(l):
« AZEC officially launched
- Joint statement with three concepts:
(1) Carbon neutrality/net-zero while ensuring ener-
1st Mar. .
.. gy security
Ministe- 2023, . . . . 28
. (2) Energy transition while achieving economic
rial Japan
growth
(3) Various and practical pathways toward carbon
neutrality/net-zero
Formalized “"one goal, various pathways" and “triple
breakthrough” as AZEC principles
Invited ERIA to set up Asia Zero Emission Center to
1st Dec. conduct information sharing and policy research,
Leaders’ 2023, and develop roadmaps for AZEC partners 68
Japan Launched AZEC Advocacy Group by ASEAN
Business Advisory Council (ASEAN-BAC), Japan
Business Federation (Keidanren) and ERIA
Released AZEC Progress Report 2023
Aug. Established Asia Zero Emission Center in ERIA
.2r_1d 2024, Launched AZEC sectoral initiatives (Zero Emission
Mm_ISte- Indo- Power, Sustainable Fuel Markets, and Next- 68
i nesia Generation Industry)
Adopted Action Plan for Next Decade with three 121
oct, | Pllars: _ (incl. 68
2nd (1) Advancing "AZEC solutions” MoUs
Leaders’ 2024, (2) Promoting AZEC sectoral initiatives and Asia from
Laos Zero Emission Center 2nd Min-
(3) Promoting projects led by Japan or Australia isterial)
Prepared by Climate Integrate from AZEC outcome documents o'l Climate
L= Integrate

interest to some or many AZEC participating countries. MoUs have been signed for all tech-
nology areas mentioned in the joint statements, except for nuclear energy. While sever-

al joint statements include references to nuclear energy, no MoUs related to it have been
signed to date. Given that MoUs have been signed for all technology areas except nuclear
energy, participating countries including Japan, appear to have an interest in potentially in-
corporating nuclear energy into future cooperation.


https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html
https://www.meti.go.jp/policy/energy_environment/global_warming/azec/1st_leaders_meeting/1st_azec_lm_progressreport_en.pdf
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Technology area Mi;;_isstte- Le:j:zrs' Mi%\_?sdte- Lezggrs' MoU
ial rial

Hydrogen and ammonia v v v v v
Bioenergy and biofuel v v v v v
CCUS and carbon recycling v v v v v
Energy efficiency v v v v v
Renewables v v v v v
Natural gas and LNG (V) v v v v
Nuclear energy v v v

e-fuel and e-methane v v v v
See;ci)cfgsd low-emission y y y y
gi::fyremforcement and flexi- y y y y
Thermal power (V) v v v
Hydropower and hybrid dams (V) v v v
Solar (perovskite) (V) v v v
Wind (offshore) (V) v v v
Waste-to-energy v v v
Carbon neutral ports v v v
(S;:It:e)nnable aviation fuel y y y
Heat pumps v v v
Geothermal (V) v v
Agriculture and forestry v v

Total 5(11) 14 14 20

* For the first ministerial meeting, technology areas indicated with parentheses are mentioned only

in the Chair's summary (not the joint statement).

* Technology areas for the second ministerial meeting and second leaders' meeting also include
items referenced in attachments to the respective joint statements.

Prepared by Climate Integrate from AZEC outcome documents
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https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html
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1-4 International initiatives

To date, AZEC joint statements have mentioned a total of 26 initiatives led by either Japan or
Australia (Table 3), indicating both countries’ strong interest in the ASEAN region. Among
these, five AZEC initiatives, as well as others such as the JCM, Asia CCUS Network, and
AJTP, have clearly defined roles in the AZEC joint statements. However, the roles of many
other initiatives within AZEC and their relationships with AZEC remain unclear.

1-5 Key players

(1) Japanese government organizations

Japanese government organizations play key roles in AZEC, by providing various forms of
support for Japanese companies as well as companies and public agencies of partner coun-

tries.13

e Support for Japanese companies
= Financial support (incl. loans, guarantees, and insurance) by JBIC and NEXI
= Technical assistance (incl. subsidies for capacity building) by AOTS
= Funding support for feasibility studies (F/S) and demonstration by NEDO
o Advice and business environment analysis by JETRO

o Support for companies/public agencies of AZEC partner countries
o Loans and investments by JBIC
o Official Development Assistance (ODA) (loans and capacity building) by JICA
o Capacity building on energy policy by ECCJ/IEEJ
o Joint research by JOGMEC

*Full names of Japanese government organizations:

AOTS (Association for Overseas Technical Cooperation and Sustainable Partnerships)
ECCJ (Energy Conservation Center, Japan)

IEEJ (Institute of Energy Economics, Japan)

JBIC (Japan Bank for International Cooperation)

JETRO (Japan External Trade Organization)

JICA (Japan International Cooperation Agency)

JOGMEC (Japan Organization for Metals and Energy Security)

NEDO (New Energy and Industrial Technology Development Organization)

NEXI (Nippon Export and Investment Insurance)

13 ERIA and secretariat of AZEC "AZEC Progress Report 2023" December 18, 2023 (p.35-58)



https://www.meti.go.jp/policy/energy_environment/global_warming/azec/1st_leaders_meeting/1st_azec_lm_progressreport_en.pdf
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What's AZEC? — What is the Asia Zero Emission Community?

31 Climate

L~ Integrate

Table 3: International initiatives mentioned in AZEC joint statements

Mentioned in
e Start joint statement
Initiative
year
1st M| 1stL [2nd M| 2nd L
Asia Zero Emission Center @) O @)
AZEC Zero Emission Power Initiative O @)
2024
AZEC AZEC Sustainable Fuel Initiative O @)
AZEC Next-Generation Industry Initiative O @)
AZEC Advocacy Group 2023 ©) ®)
Asia GX Consortium 2024 @)
ASEAN-Japan MIDORI Cooperation Plan 2023 @)
Strategic Program for ASEAN Climate and
@)
Environment (SPACE) AU
Other Asia Energy Transition Initiative (AETI) 2021 O O @)
multi- Asia Green Growth Partnership Ministerial
@) O
lateral Meeting (AGGPM) 2021
initiatives | Asia Transition Finance Study Group (ATF SG) 2021 @) @) O
ledby i <ia cCUS Network 2021
Japan c or AS
lean Energy Future Initiative for ASEAN
O O @)
(CEFIA) AU
ASEAN-Japan Smart Cities Network High Level 2019 o
Meeting
ASEAN-Japan Transport Partnership (AJTP) 2003 O
AZEC 'Japan-Phlllppmes High-Level Coordina- 2024 o
tion Dialogue
Bilateral AZEC Japan-Indonesia Joint Task Force 2023 @) O
initiatives | AZEC/GX Promotion Working Team in Vietnam | 2023 O O
with Japan | \y/orking Group on Cooperation between the ; o
Ministry of Energy (Thailand) and METI '
Joint Crediting Mechanism (JCM) 2011 O O O
Southeast Asia Investment Financing Facility 2024 @)
Climate and Clean Energy Window under
the Southeast Asia and Australia Govern- 2024 @)
Austra- ment-to-Government Partnerships Program
lia-led Quac;)CIean Energy Supply Chain Diversifica- 2023 o
initiatives | t'on Program
IPEF Hydrogen Supply Chain Initiative 2023 @)
Aus4ASEAN Futures Initiative 2022 @)
Partnerships for Infrastructure (P4l) 2021 O
Total 0 9 14 20
Prepared by Climate Integrate from AZEC joint statements o'l Climate
L.~ Integrate


https://www.eria.org/database-and-programmes/topic/asia-zero-emission-center
https://www.meti.go.jp/press/2024/08/20240821001/20240821001-2-2.pdf
https://www.meti.go.jp/press/2024/08/20240821001/20240821001-2-2.pdf
https://www.meti.go.jp/press/2024/08/20240821001/20240821001-2-2.pdf
https://www.aggpm.go.jp/english/
https://www.aggpm.go.jp/english/
https://www.cefia-dp.go.jp/
https://www.cefia-dp.go.jp/
https://www.ajtpweb.org/
https://www.jcm.go.jp/
https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html
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(y Box 1: ERIA and Asia Zero Emission Center )

The Economic Research Institute for ASEAN and East Asia (ERIA) is an international
organization founded in 2008 in Jakarta, Indonesia.' It was initially proposed in 2006
by Japan's then Minister of Economy, Trade and Industry, Toshihiro Nikai, who pledged
over 10 billion yen (USD 86 million)*> in funding over 10 years to ERIA.*® It serves as a
think tank for ASEAN and East Asia and conducts research to support economic integra-
tion and sustainable development in the region. It currently has 16 member countries.’

Since its establishment, the President of ERIA has been appointed from METI. Thus,
ERIA holds an important position in AZEC under the leadership of Japan. It has pub-
lished materials related to AZEC such as the AZEC Progress Report 2023 (Box 2
(p.22)),*® and inaugurated the AZEC Advocacy Group with ASEAN-BAC and Keidanren
in 2023.%° ERIA also hosts the Asia Zero Emission Center, established in August 2024.2°

The Asia Zero Emission Center focuses on three research pillars: decarbonization
roadmap, sector specific actions (power, mobility, and industry) and market enablers.?!
While renewables are considered an important technology area in sector-specific ac-
tions, it is not included in the current research programs (see table below). Moreover,
ERIA aims not only to engage in individual projects but also to be involved in the devel-
opment of decarbonization roadmaps and carbon markets, influencing the policies of
AZEC partner countries.

Research programs of the Asia Zero Emission Center

Decarbonization roadmap « Decarbonization roadmap development

Power - Power grid » Hydrogen and ammonia
Sect ifi - Biofuel/Biomass
etc_ orspecitic | niobility | - Future mobility . Natural gas
actions .
- - Energy efficient . C(.IL.JS/Ca.rbon recycling
hdustry equipment « Critical minerals

Green/Transition finance
« Carbon market

Market enablers

Prepared by Climate Integrate from ERIA's report (p.22) °'| Climate
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14 ERIA website

15 Exchange rate in 2006: 1 USD = 116.3 yen (OECD “Exchange rates”)

16 ERIA website

17 ERIA "Annual Report 2024" 2025.6.16 (p.4)

18 Ibid footnote 13

19 ERIA Press release August 20, 2024

20 ERIA "Asia Zero Emission Center”

21 ERIA "Realising Asia Zero Emission Community” August 21, 2024 (p.22)



https://www.eria.org/uploads/media/AZEC/ERIA-Asia-Zero-Emission-Center-Report.pdf
https://www.eria.org/about-us
https://www.oecd.org/en/data/indicators/exchange-rates.html
https://www.eria.org/history
https://www.eria.org/uploads/AR_2024-24_Jun_2025-web.pdf
https://www.meti.go.jp/policy/energy_environment/global_warming/azec/1st_leaders_meeting/1st_azec_lm_progressreport_en.pdf
https://www.eria.org/news-and-views/driving-decarbonisation-and-energy-transitions-through-publicprivate-cooperation--the-first-azec-advocacy-group-round-table-was-held-in-jakarta
https://www.eria.org/database-and-programmes/topic/asia-zero-emission-center/about
https://www.eria.org/uploads/media/AZEC/ERIA-Asia-Zero-Emission-Center-Report.pdf
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(2) Economic organizations

At the first AZEC Leaders' Meeting, the ASEAN Business Advisory Council (ASEAN-BAC),
Keidanren, and ERIA jointly launched the AZEC Advocacy Group to promote the formation
of tangible projects in AZEC partner countries.?? At the second Ministerial Meeting (Au-
gust 2024), the group submitted a recommendation emphasizing the importance of lever-
aging technologies like low carbon hydrogen and ammonia, and CCUS along with energy
efficiency and power grid development.?3 Prior to the meeting, Keidanren also released its
recommendation for advancing AZEC, presenting its expectations and recommending pol-
icy coordination and the establishment of a process to promote tangible projects under the
platform.

(3) Parliamentary Association of AZEC

In December 2024, the Parliamentary Association of AZEC was established under the Jap-
anese Liberal Democratic Party to further promote the platform. The association is chaired
by Ken Saito, former minister of MET]I, with former prime minister Kishida, serving as its Su-
preme Advisor. In May 2025, Kishida visited Indonesia and Malaysia to strengthen diplomat-
ic ties and advance AZEC cooperation.?®

1-6 Funding

Publicly available information on AZEC's funding sources is limited, with only fragmented in-
formation currently being disclosed. The available information is as follows:

o AZEC outcome documents show that funding for one of its initiatives (Asia Zero
Emission Center) was provided by the governments of Japan and Australia.?6:2?

o 18 AZEC-related projects supported by the Japanese subsidy program (Subsidy for
global south future-oriented co-creation project) were presented at the second AZEC
Ministerial Meeting.?® These consist of 7 large-scale demonstration projects and 11
feasibility studies, covering technology areas such as hydrogen and ammonia, sus-

22 Keidanren website December 16, 2023

23 AZEC "Joint Recommendation by AZEC Advocacy Group Round Table"” August 2024
24 Keidanren website July 16,2024

25 MOFA website May 6, 2025

26 AZEC "Terms of Reference of the "Asia Zero Emission Center” August 21, 2024

27 Ibid footnote 10

28 AZEC "List of the AZEC related Projects in the Global South Future-Oriented Co-Creation Project in Japan”
August 21, 2024



https://www.keidanren.or.jp/en/policy/2023/085.html
https://www.meti.go.jp/policy/energy_environment/global_warming/azec/2nd_ministerial_meeting/2nd_AZEC_mm_ag_Joint_Recommendation.pdf
https://www.keidanren.or.jp/en/policy/2024/052.html
https://www.mofa.go.jp/ic/ch/pageite_000001_00976.html
https://www.meti.go.jp/policy/energy_environment/global_warming/azec/2nd_ministerial_meeting/2nd_AZEC_mm_tor_en.pdf
https://www.mofa.go.jp/mofaj/files/100737977.pdf
https://www.meti.go.jp/policy/energy_environment/global_warming/azec/2nd_ministerial_meeting/2nd_AZEC_mm_gsfo_list_en.pdf
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tainable aviation fuel (SAF), energy efficiency, and renewables.

o« METI budget documents in FY2023-FY2025 list six AZEC-related projects, totaling
324 billion yen (USD 2.1 billion).2930:31.32:33.34 However, it is unclear how much of this
total is directly allocated to AZEC (Table 4).

Table 4: METI's AZEC-related programs (FY2023-FY2025)
Program title Year Budget amount
. . . 290 bil yen
Global south future-oriented co-creation project 2023-2024 (USD 1.9 bil)
Project to support strengthening relations with .
. . 11.1 bil yen
resource-rich countries to secure resource 2024-2025 .
. (USD 73 mil)
rights and stable supply
Asia's fair energy (decarbonization) transition 8.3 bil yen
acceleration project 2023-2024 (USD 55 mil)
International collaboration project for the devel- 2023-2025 6.7 bil yen
opment of carbon neutral realization scenarios (USD 44 mil)
International demonstration project of Japanese 6.5 bil ven
technologies contributing to decarbonization/ 2023-2025 ) y .
T (USD 43 mil)
energy transition
o 1.4 bilyen
Contribution to ERIA 2023-2025 (USD 9 mil)

* Exchange rate 1 USD = 151.4 JPY (OECD Development Assistance Committee’s official 2024 ex-
change rate: website).

*“Global south future-oriented co-creation project” budget includes debt incurred by the national
treasury in multiple fiscal years from FY2024 onward.

o' Climate
Prepared by Climate Integrate from METI documents L
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29 METI "Key Points of the FY2022 Supplementary Budget and FY2023 Initial Budget” March 28, 2023 (in Japa-
nese)

30 METI "Key Points of the FY2023 Supplementary Budget (PR material)’ December 28, 2023 (in Japanese)
31 METI "Key Points of the FY2024 Initial Budget (PR material)” March 28, 2024 (in Japanese)

32 METI "Key Points of the FY2023 Supplementary Budget and FY2024 Initial Budget” March 28, 2024 (in Japa-
nese)

33 METI "Key Points of the FY2024 Supplementary Budget” December 25, 2024 (in Japanese)
34 METI "Key Points of the FY2025 Initial Budget” March 31, 2025 (in Japanese)



https://www.mofa.go.jp/press/release/pressite_000001_01180.html
https://www.meti.go.jp/main/yosan/yosan_fy2023/pdf/01.pdf
https://www.meti.go.jp/main/yosan/yosan_fy2023/hosei/pdf/pr.pdf
https://www.meti.go.jp/main/yosan/yosan_fy2024/pr/pdf/pr_energy.pdf
https://www.meti.go.jp/main/yosan/yosan_fy2024/pdf/01.pdf
https://www.meti.go.jp/main/yosan/yosan_fy2024/hosei/pdf/r6_gaiyo.pdf
https://www.meti.go.jp/main/yosan/yosan_fy2025/pdf/01.pdf
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| 02 MoUs under AZEC

We analyzed 217 MoUs announced to date at AZEC leaders’ and ministerial meetings, from
three perspectives: by country, by cooperation area, and by entity.

2-1 By country

In all AZEC MoUs, Japanese public agencies or companies were involved as signatories.
Among other partner countries, Indonesia has the highest number of AZEC MoUs (82
MoUs)—40% of all MoUs or more than twice that of any other country—followed by Thailand
(30), Vietnam (30), and Malaysia (22) (Figure 3).

While cooperation areas of MoUs vary by country, the most prominent area in Indonesia,
Malaysia, Australia, Singapore, and Laos was hydrogen and ammonia. The most prominent
areas of the other countries include greenhouse gas (GHG) accounting (Thailand), renewa-
bles (Vietnam), and general relationship building (Philippines).

One of the MoUs between Japan and Singapore designates India as the project site for
green ammonia production, which indicates that project locations can extend beyond AZEC
member countries.

2-2 By cooperation area

Among all cooperation areas of AZEC MoUs, the hydrogen and ammonia category is the
largest (29), within which a notable portion is designated for use in the thermal power sector
(Figure 4).

Other prominent areas include general relationship building, agro-ecosystem management,
and biomass and biofuel, followed closely by renewables, GHG accounting, carbon cred-
its, LNG and other fossil fuels, and CCUS. 17 MoUs have been signed on renewable energy,
broken down as follows: geothermal (6), solar (6), wind (4), and hydro (1). The category with
the fewest MoUs is energy efficiency (3).

Overall, about 30% (67 MoUs) are related to fuels, including hydrogen and ammonia, bio-
mass and biofuels, and LNG.
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Figure 3: Number of AZEC MoUs (By country)
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Figure 4: Number of AZEC MoUs (By cooperation area)
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https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html
https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html

19

y1 Climate
What's AZEC? — What is the Asia Zero Emission Community? L” Integrate

2-3 By entity

(1) Japanese entities

Among the Japanese participants in AZEC MoUs, government organizations (43) account
for the highest number within all sectors of entities. More than 10 MoUs were signed by cor-
porate entities in each of the energy (35), GHG accounting / carbon credits (27), construc-
tion and infrastructure (18), general trading (16), and machine manufacturing (14) sectors
(Figure 5).

MoUs signed by government organizations indicate the roles of each organization in AZEC.
Seven MoUs signed by JOGMEC (10) were related to CCUS; six by JBIC (9) were on finding
or materializing cooperative projects involving Japanese companies; all by JIRCAS (8) were
on agro-ecosystem management; all by NEDO (7) were for strengthening relationships with
technology development agencies in partner countries; all by NEXI (5) were on loan insur-
ance in the power or energy sector. This shows that Japanese government organizations are
taking the initiative to sign MoUs directly with partner country entities in areas considered to
be high business risk for Japanese companies and are supporting the realization of cooper-

ative projects involving Japanese companies, particularly in the power and energy sectors.

Figure 5: Number of AZEC MoUs by sector of entity (Japan)
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* “Multiple sectors (incl. public agency)” means that a single MoU was signed jointly by multiple
entities in different sectors including a public agency.
* "Multiple sectors (companies only)” means that a single MoU was signed jointly by multiple
companies in different sectors. 1 cli
imate
Prepared by Climate Integrate from AZEC outcome documents |.° Integrate



https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html
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This analysis demonstrates that, under strong government leadership and support, Japa-
nese companies in a wide range of sectors are seeking to expand their business activities
through AZEC.

The Japanese company that has signed the most MoUs is IHI, with a total of 11 MoUs. The
majority of IHI's MoU projects focus on hydrogen and ammonia. This is followed by Sumito-
mo Corporation and Zeroboard, each with 10 MoUs (Figure 6).

Other companies with a relatively high number of MoUs include Asuene, Green Carbon,
Toyo Engineering, Sojitz, Santomo Resources, INPEX, and JGC Holdings. Their main areas

of cooperation include GHG accounting, carbon credits, biomass/biofuels, and renewables.

| Figure 6: Companies that have signed four or more AZEC MoUs (Japan)
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(2) Partner country entities

Among partner country entities, energy companies stand out, having signed 90 MoUs—
41% of the total (Figure 7). This is in contrast to the diverse range of sectors represented by
Japanese participants (Figure 5). This is likely due to the fact that many MoUs were related


https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html
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to fuels in partner countries, including fossil fuels, hydrogen and ammonia, biomass, and bi-
ofuel. Besides energy companies, ministry /municipality entities (36) and research institutes
(12) stand out with more than 10 MoUs each.

Figure 7: Number of AZEC MoUs by sector of entity (Partner countries)
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* “Multiple sectors (incl. public agency)” means that a single MoU was signed jointly by multiple
entities in different sectors including a public agency.

*“Multiple sectors (companies only)” means that a single MoU was signed jointly by multiple
companies in different sectors. .
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Looking at the companies involved from partner countries, five companies—Pertamina (In-
donesia), PLN (Indonesia), PETRONAS (Malaysia), PTT (Thailand), and EGAT (Thailand)—
account for a large share of the MoUs (Figure 8). This contrasts with the ten Japanese

companies that signed five or more MoUs each (Figure 6).

Pertamina stands out with over 27 MoUs, primarily centered on CCUS, LNG and other fossil
fuels. PLN and PETRONAS follow, with MoUs spanning diverse areas such as hydrogen and
ammonia, CCUS, or roadmap and capacity building. PTT and EGAT are involved in various

areas such as biomass and biofuel, LNG and other fossil fuels, and hydrogen and ammonia.


https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html

y1 Climate
What's AZEC? — What is the Asia Zero Emission Community? L” Integrate

| Figure 8: Companies that have signed four or more AZEC MoUs (Partner countries)
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(' Box 2: Projects listed in the AZEC Progress Report 2023 )

The AZEC Progress Report 2023,3° published by ERIA in December 2023, presented
224 projects (of which 175 are JCM projects) as “projects supported by the Japanese
government” in AZEC partner countries. However, these projects represent support
provided by the Japanese government to AZEC countries between FY2013 and
FY2023 (*AZEC was launched in March 2023) and are listed separately from AZEC
MoUs.

It is unclear how these past support projects relate to the AZEC MoUs. While it is not
known whether the list in the report is comprehensive or only a partial selection, the
main cooperation areas for these projects are renewables and energy efficiency.

In contrast, the AZEC MoUs analyzed in "02 MoUs under AZEC" section are in diverse

cooperation areas, with the largest share dedicated to hydrogen and ammonia, while
share of renewables and energy efficiency is low (Figure 4).

35 |bid footnote 13


https://www.meti.go.jp/policy/energy_environment/global_warming/azec/azec_en.html
https://www.meti.go.jp/policy/energy_environment/global_warming/azec/1st_leaders_meeting/1st_azec_lm_progressreport_en.pdf
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2-4 Insights from the analysis of AZEC MoUs

o With a strong support by not only government organizations but also the ruling Lib-
eral Democratic Party and Keidanren, AZEC MoUs have been signed by Japanese
companies across a wide range of sectors. This indicates a strong interest among
Japanese entities in promoting cooperation and business through AZEC.

o By country, Indonesia has signed more than twice as many MoUs as any other part-
ner country. Of these, 35% are related to fuels such as ammonia, hydrogen and LNG,
suggesting Japan's particular interest in Indonesia as a resource rich country.

o Across 217 AZEC MoUs, about 30% are related to fuels—including hydrogen and am-
monia, biomass and biofuels, and LNG. Among these, a significant portion of the hy-
drogen and ammonia-related MoUs are to be used in the thermal power sector. This
suggests that Japan’s primary interests lie in developing supply chains for diverse
fuels in AZEC participating countries and in exporting Japanese technologies such as
hydrogen and ammonia co-firing in the thermal power sector to partner countries.

o Among the Japanese companies, those in the GHG accounting and carbon cred-

it sector are the second most numerous after energy companies. Many of the MoUs
signed by them are focused on generating carbon credits through agro-ecosystem
management, GHG accounting in the manufacturing sector, or carbon credit trading.
This implies Japan is aiming to acquire carbon credits through agro-ecosystem man-
agement in partner countries, while also seeking entry into the GHG accounting and
carbon trading business. On the contrary, MoUs related to renewables or energy effi-
ciency account for less than 10% of all MoUs, indicating they are not a high priority.

o Among the partner country companies, energy companies stand out, having signed
41% of all MoUs. Notably, MoUs involving Pertamina and PETRONAS have a large
focus on CCUS. This suggests that Japan sees potential in CCUS projects in Indone-
sia and Malaysia as a means to store CO. emissions generated in Japan.

As outlined above, Japan's cooperation under AZEC covers diverse areas, with a central
focus on fuels such as hydrogen and ammonia, GHG accounting, carbon credits, and CCUS.
In particular, technologies related to fossil fuels or thermal power raise questions about their
contribution to emission reduction aligned with the net zero goal and thus require close
evaluation of their emission reduction impact and cost-effectiveness.

As Japan plans to expand its support for broader decarbonization efforts in AZEC partner
countries—such as by developing decarbonization roadmaps and carbon markets, going be-
yond individual projects—it will be increasingly important to ensure that such support aligns
with emission reduction pathways aligned with 1.5°C goal of the Paris Agreement.
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| 03 Looking ahead

This report aimed to answer the question “What's AZEC?" based on publicly available infor-
mation. However, information on AZEC related projects and funding sources is limited, mak-
ing it difficult to fully understand them and assess their current status.

Over recent years, the technology areas and initiatives referenced in joint statements have
expanded, suggesting that the scope of AZEC is gradually becoming more vast.

Going forward, as it is led by the Japanese government with public funding, AZEC will need
to enhance transparency by tracking and assessing the effectiveness and validity of its pro-
jects and initiatives. One approach could be creating a website that lists all MoU projects and
initiatives with regular progress updates, accompanied by information on financial support.

To foster a fair and constructive partnerships with AZEC participating countries and to en-
sure meaningful contributions to decarbonization efforts in Asia through Japan’'s efforts to-
wards carbon neutrality, the following points are important:

o Evaluate whether each AZEC project and initiative aligns with the development path-
ways of partner countries while also aligning to net-zero pathways consistent with
1.5°C goal under the Paris Agreement.

o Prioritize support on cost-effective technologies in emission reduction, such as re-
newables and energy efficiency.

o Disclose information on financial support for AZEC and the progress of related pro-

jects.
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