Greenhouse Gas Protocol Scope 2 Guidance Public Consultation Survey
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Please provide any feedback on the proposed purposes of the market—based method.
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Regarding the proposed guidance, its objectives could produce significant
consequences worldwide, including both intended and unintended ones, given how widely
the accounting rule has already been adopted. In revising the guidance, it is essential
regarding the GHG Protocol to understand these impacts accurately, and to reach a
conclusion that gains the support of all related stakeholders through transparent and

careful consultation.

From the Japanese business sector, major industrial stakeholders, including the Japan
Business Federation (also known as Keidanren; a comprehensive economic organization

with a membership comprising over 1,500 representative companies and other related
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associations of Japan), have expressed strong concerns. Those concerns include, for
example, the possibility that the increased complexity of emissions calculation and
reporting would severely undermine the resources available for effective emission
reduction actions; the risk that the introduction and deployment of renewable energy,
which has been accelerated through various policy measures such as non—fossil
certificates and power purchase agreements (PPAs), would be substantially restricted;
and much greater difficulty in promoting geographically—concentrated renewable energy

projects that take advantage of Japan’ s geographical features.

In the process of revision, the concerns expressed by all the related stakeholders
regarding the detailed substance of and the extent of the potential impacts, as well as
their views and the feasibility of the proposed revisions, should be carefully
considered. Disclosure of the background and reasons regarding how the GHG Protocol
tries to reflect the opinions gathered from those stakeholders as well as providing
feedback to them is quite important. It is also essential that such a process should
proceed through transparent and sufficient dialogue before any decision is made.
Furthermore, if a new guidance is to be agreed upon, it is crucial to ensure clear and
sufficient communication and an adequate transition period, along with practical and

phased transition measures.
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For regions not specified in the table Proposed methodologies for demonstrating
deliverability: Deliverable Market Boundaries, please provide examples of market
boundaries that uphold the principle of deliverability and balance integrity, impact,
and feasibility of the MBM.
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Japan maintains unique institutional arrangements relevant to this matter; therefore,

the Government of Japan submits the following specific views.

As indicated in Japan’ s Strategic Energy Plan, the country intends to further expand
decarbonized electricity. However, Japan faces geographical and natural constraints,
including limited flat land for onshore development and steep seabed conditions in
offshore areas. Social acceptance challenges also restrict siting opportunities.
Consequently, regions suitable for deploying decarbonized power sources are limited.
Moreover, due to historical and geographical factors, major demand centers are often

located far from areas where such power sources can be developed.

Under these conditions, if market boundaries are divided by pricing zones and
restrictions are imposed on certificates that consumers may procure, regions with
abundant decarbonized electricity but limited demand would experience surplus supply.
Conversely, although high—-demand regions would be expected to see increased supply
through market mechanisms, the aforementioned siting constraints would likely prevent

such adjustments. This may hinder Japan’ s overall decarbonization efforts.

In fact, to advance carbon—neutrality initiatives in Japan, it 1is essential and
effective to treat the entire Japanese territory as one integrated market—premised on
inherent siting constraints—and to promote investment 1in decarbonized electricity

nationwide.

Based on this approach, Japan has already expanded solar power development in the
limited suitable areas available, resulting in one of the highest installed capacities
per unit of land area among major countries. Multiple offshore wind projects are also
underway in favorable sea areas, and the Government of Japan is concerned that the

proposed revisions could negatively affect these projects.

Furthermore, Japan’ s electric power system operates on a nationwide basis under the
Organization for Cross-regional Coordination of Transmission Operators (0CCTO), which
facilitates cross—market power balancing across the entire grid. This existing

operational reality should also be given due consideration.
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Please provide any additional feedback on SSS.
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With respect to this question, the Government of Japan maintains distinct national

systems and therefore submits the following specific comments.

It is evident, based on their institutional design, that Japan’ s Feed-in Premium (FIP)
scheme and the Act on Sophisticated Methods of Energy Supply Structures do not fall
within the scope of a Standard Supply Service (SSS), for the following reasons.

Unlike the Feed—in Tariff (FIT) scheme, Japan’ s FIP scheme does not guarantee
public purchase of renewable electricity. In addition, the environmental value

associated with generation facilities belongs to the power producers, and the
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market value of such environmental attributes is deducted from the premium
payments. Consequently, renewable electricity under the FIP scheme—including its
environmental value—may be freely sold by power producers through market
transactions or bilateral contracts.

The Act on Sophisticated Methods is not intended to provide for a scheme that
uniformly passes on the costs of Non—Fossil Certificates procured by retail
electricity providers to consumers. Additionally, the procurement of electricity

products utilizing Non—Fossil Certificates is left to the discretion of consumers.

At present, a large number of companies in Japan are undertaking initiatives to
decarbonize their electricity consumption. These initiatives include procurement from
renewable energy sources utilizing the FIP scheme—such as through corporate PPAs—as well

as the use of Non—-Fossil Certificates issued under the Act on Sophisticated Methods.

However, many stakeholders have expressed concern that the FIP scheme and the Act on
Sophisticated Methods may be regarded as constituting a Standard Supply Service (SSS).
As a result, there are increasing reports that corporate PPAs, which would otherwise
have been concluded, are being deferred. METI is deeply concerned that such circumstances
may restrict the options available to Japanese companies in pursuing electricity
decarbonization, and significantly impede the deployment of decarbonized power sources

in Japan.
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Please provide any additional comments on other feasibility measures (not outlined in

questions 131-132) that need adjustment to support implementation of the proposed

market—-based revisions at scale.
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The Government of Japan is promoting Green Transformation (GX), a shift from a fossil

fuel-centered economic, social, and industrial structure rooted in the Industrial
Revolution to one centered on clean energy. Through GX, Japan aims to simultaneously
achieve energy security, economic growth, and emissions reductions. To achieve carbon
neutrality by 2050, Japan aims to mobilize over JPY 150 trillion in public and private

GX investment over 10 years.



For example, in Japan, energy policy is formulated by considering the entire country
as a single grid. Japan’ s Feed-in Premium (FIP) system is not a government—guaranteed
purchase scheme for renewable energy, but rather a system that assumes power producers
gain income by selling renewable energy and its associated environmental value through
the market or bilateral contracts. It is a mechanism to support renewable energy
deployment in Japan rather than a standard supply service.

In addition, Japan’ s Act on Sophisticated Methods of Energy Supply Structures does
not require the costs of non—fossil certificates procured by retail electricity
providers to be uniformly passed on to consumers. Furthermore, the procurement of
electricity products that utilize non—fossil certificates is also left to the
discretion of consumers. Such features create a system that supports the maintenance

and expansion of non—fossil energy sources, rather than a standard supply service.

Energy and GX policies in countries and regions including Japan are highly diverse,
reflecting their local and cultural characteristics. Therefore, the current revision
process should avoid a uniform, one—-size—-fits—all approach and instead give careful
consideration to the regional and cultural specificities of each country and region.
The revision of the GHG Protocol needs to be made in a way that accelerates efforts

toward carbon neutrality, including GX investments, in Japan.



