Act on Carbon Dioxide Storage Business [CCS Business Act]

Background and Legal Overview

v" Achieving carbon neutrality by 2050 will require carbon-emitting sectors to adopt GX. It is crucial for them to implement carbon dioxide capture and storage

(CCS)—a means of decarbonizing fossil fuels and raw materials after their use by capturing and storing CO2 underground.
v/ Japan intends to develop a business environment for the private sector to start CCS businesses by 2030 (GX Promotion Strategy, approved by the Cabinet in July
2023) and introduce a licensing system for storage business and other related measures necessary to develop such a business environment, while maintaining public

safety and preserving the marine environment.

1. Establishment of a licensing system for exploratory drilling and storage businesses, and development of business

and safety regulations for storage businesses

(1) Establishment of a licensing system for exploratory (2) Regulations for storage business operators
drilling and storage business * Specific implementation plans for exploratory drilling and storage businesses are to be subject to approval by the Minister of
* The Minister of Economy, Trade and Industry designates* the areas where Economy, Trade and Industry*.
reservoirs may exist as specified areas, invites applicants to exploratory * In the case of an offshore storage business, approval is granted by the Minister of Economy, Trade and Industry and the Minister of the Environment.
drilling or CO2 storage businesses in the specified areas, and grants licenses* * To verify whether or not there is leakage of stored CO2 or any other problems, impose the obligation to monitor reservoir
to those evaluated as most capable of conducting them. temperature, pressure, and other parameters.
*  The Minister of Economy, Trade and Industry is to consult with the Minister of the * Require the accumulation of reserves and other financial means to secure funds necessary for monitoring and other operations
Environment and obtain the minister's consent for the designation of specified offshore areas to be conducted after the cessation of CO2 injection.
and for the licensing of offshore storage businesses. . . * If the stored CO2 behaves stably and other requirements are met, the management operations of the storage sites, such as
* Exploratory drilling rights (the right to excavate a geological formation to monitoring, can be transferred to JOGMEC (Japan Organization for Metals and Energy Security). In addition, in order to secure
conﬁr.m whether ornotitisa resefvmr) and storage rights (the rlght to store the necessary funds for JOGMEC’s operations after the transfer, storage business operators will be required to pay
CO2 in a reservoir) will be established for those who have been given the above P
- o X % contributions to JOGMEC.
license. Exploratory drilling and storage rights are deemed to be real rights * Prohibit storage business operators from refusing storage requests by CO2 emitters without a justifiable reason and
to ensure stable C02. s.torag'e. L. . discriminating against specific CO2 emitters, and impose notification requirements for fees and other matters.
¢ "l'“hose who hold drilling rights under the Mining Act are able to obtain + Impose safety regulations such as the obligation to conform to technical standards, notification of construction plans, and
licenses from th.e M1n1ster of Econom}f, Trade and II.ldustry to.ct.)—ndu.ct establishment of safety regulations.
exploratory drlthd storage businesses at their own mining sites other » Tort liability arising from exploratory drilling and storage business is to be liability that is imposed regardless of the operator’s
than the above specified areas. intentional or negligent conduct (no-fault liability), from the perspective of victim relief.
(Reference 1) CO2 storage . i (Reference 2) Flow chart for storage business —
mechanisms CO2 injection
Approval of implementation plan cessation Transfer
( Shielding layer (e.g., mudstone) Before operation During operation After CO2 injection cessation After transfer
Formations impermeable to CO2
-
National initiatives Obligations of storage business operators gOGDt/!EC
- perations
Reservoirs (e.g., sandstone) ®Designation of specified areas ®Monitoring obligations ®Monitoring ®Monitoring
Formations suitable for CO2 ®Call for operators ®Storage obligation, prohibition of discrimination, obligations, etc. obligations, etc. i
storage (storage in pore spaces ®1icense for explorato fee notification ;
in rocks) e P v ®Sccuring funds through reserves for monitoring Reversal of reserves of | Exnenses for carrying out
drilling and storage business ; P rrymg
\ > operations and from other sources [ : > other secured funds JOGMEC’s operations are
(establishment of exploratory ®Contributions for post-transfer monitoring (to . peratior
(Source: Japan CCS Co., Ltd. data (partially processed by the Agency for Natural drilling and storage rights), etc. JOGMEC), etc. ' >pald from contributions.

Resources and Energ

2. Development of business and safety regulations for CO2 pipeline transportation business

(1) Establishment of a notification system for pipeline transportation business
* Any person who transports CO2 by a pipeline for the purpose of storing CO?2 in a reservoir must notify the Minister of Economy, Trade and Industry.

(2) Regulations for pipeline transportation business operators

* Prohibit pipeline transportation business operators from refusing transportation requests by CO2 emitters without a justifiable reason and discriminating against specific CO2 emitters, and impose notification
requirements for fees and other matters.

» Impose safety regulations such as the obligation to conform to technical standards, notification of construction plans, and establishment of safety regulations.

*The licensing system for sub-seabed disposal of CO2 described in the Law Relating to the Prevention of Marine Pollution and Maritime Disaster has been removed from the law and transferred to this Act,
and the Minister of the Environment co-manages the necessary measures from the perspective of preserving the marine environment.
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