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July 26, 2022 

Japan Climate Leaders Partnership (JCLP) 

 

Statement on Ensuring Diversity of Renewable Energy Options 
JCLP calls for further reform of the electricity market so that consumers can procure renewable 

energy economically and promptly. 
 

The Japan Climate Leaders' Partnership (JCLP) is working in the field of renewable energy in order to overcome 
the climate crisis, achieve a rapid transition to a decarbonized society, and ensure that the 1.5°C target is met. 

For consumers to be able to accelerate renewable energy procurement, expansion of renewable energy is 
encouraged in a more economical and expeditious manner. Consumers procure renewable energy through the 
renewable energy menus offered by retail electricity suppliers and corporate PPAs1 with power generators, etc. In 
order to expand consumers’ procurement of renewable energy, we request that the overall health of the electricity 
market is maintained, the market environment is improved to promote the expansion of renewable energy, and 
the diversification of new renewable energy options are vigorously promoted, and would like to express our 
opinion as follows. 

 
Recognition of issues as consumers: 
1. JCLP is concerned that the price competition that has been promoted by the full liberalization of electricity 

retailing is stagnating and that the diverse options for renewable energy could be reduced. 
The Japanese government has been promoting the full liberalization of retail and power generation and further 

securing the neutrality of the transmission and distribution sectors through legal separation and other measures 
in its power system reforms to expand the choices of consumers2. Since full liberalization in 2016, it has been 
observed that new retail electricity providers have entered the market3, competition has been stimulated, and 
new services, including renewable energy, have been enhanced4. We recognize that promoting competition and 
enhancing new services are an important part of efforts to make renewable energy a main source of power as 
soon as possible. 

On the other hand, the recent surge in international natural gas prices has caused wholesale electricity market 
prices in Japan to soar, forcing many retail electricity providers to stop accepting new applications or to withdraw 
from the business5. This has caused some consumers who have taken the initiative to shift to renewable energy 
procurement to face difficulties as electricity refugees who are unable to continue contracting with retail electricity 
providers6. Under these circumstances, there is concern that retail operators entering the market will be unable 
to hedge risks and will be forced to withdraw due to market conditions that do not ensure fair trading, leading to 
a stagnant competitive environment and a reduction in the variety of renewable energy options available to 
consumers. 

 
2. The new renewable energy option, virtual PPA, is difficult to implement due to regulatory and institutional 

challenges. 
As a means of decarbonization, corporate PPAs with additionality are recognized as an important renewable 

energy procurement method and are increasingly being introduced, especially in Europe and the United States7. 
In addition, the recent surge in wholesale electricity market prices has increased interest in corporate PPAs in Japan, 
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which are unaffected by resource prices. In particular, consumers have high expectations for virtual PPAs8 that 
have fewer geographical restrictions and greater freedom of choice in retail contracts9. 

There are some regulatory and institutional issues regarding this virtual PPA, such as the fact that it may be 
subject to regulation under the Commodity Derivatives Transaction Act10  and that direct consumer trading of 
some non-fossil certificates may not be allowed11. In order to promote renewable energy more quickly, we hope 
that the environment will be improved in Japan to enable a variety of corporate PPAs. 

 
Opinions on ensuring diversity of renewable energy options: 
1. In order to procure renewable energy economically and promptly, we seek to develop a market 

environment that allows us to enjoy a variety of options. 
We recognize that the mechanism for hedging transactions will be further improved through the development 

of an environment for risk hedging transactions that is currently under consideration within the government12. On 
the other hand, it will take time for the market for such hedging transactions to mature, and we hope that 
transitional measures will be taken to ensure that electricity consumers will not have difficulty procuring 
renewable energy, even at this time when the rapid spread of renewable energy is required. 

Specifically, we call for the development of a market environment where a fair competitive environment among 
electricity retailers is established and consumers can enjoy a variety of options to procure renewable energy 
economically and promptly. This can be realized through measures such as de-coupling of the major Electric Power 
Company’s retail business from the same group’s generation business 13  and ensuring its non-discriminatory 
wholesale electricity trading both internally and externally14. 
 
2. JCLP seeks to create an environment that facilitates the establishment of virtual PPA schemes. 

In order to promote virtual PPAs in Japan, it is necessary to create an environment that encourages the efforts 
of renewable energy consumers. Specifically, we request that the following measures be taken. 
 Deregulation of the Commodity Derivatives Transaction Act: 

Virtual PPAs may be subject to regulation under the Commodity Derivatives Transaction Act for general 
contracts. On the other hand, it is difficult for general consumers who do not specialize in derivatives 
trading to meet the requirements as commodity derivatives business operators or specified OTC 
commodity derivatives traders. Virtual PPAs can be an important tool for promoting renewable energy, 
including for SMEs15. Considering that the promotion of renewable energy in Japan is the main intention 
and that virtual PPAs are a means for consumers to stably procure renewable energy, we request 
deregulation so that virtual PPAs are not subject to the Commodity Derivatives Transaction Act to reduce 
the operational and financial burden on consumers and realize a wide range of utilization of virtual PPAs. 

 
 Further liberalization of non-fossil certificate trading: 

The system is being revised to allow direct trading of non-FIT non-fossil certificates by consumers starting 
this fiscal year, which is necessary for the spread of corporate PPAs16. In revising the system, we request 
that direct trading of non-fossil certificates be made possible for a wide range of power sources. In 
particular, we request that consumers directly trade non-fossil certificates of power sources utilizing the 
FIP system. We also call for further relaxation of the rules for the trading of non-fossil certificates so that 
various corporate PPA schemes can be realized through the ingenuity of companies in the electricity market. 
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