
4 5

Business Category De�nition

Business of supplying electricity to meet general demand 
(license required)

Business of supplying a General Electricity Utility with 
electricity for use in its General Electricity Business, using the 
Electric Facilities with total capacity exceeding 2 GW (license 
required)

Business of supplying electricity to meet demand at a 
speci�ed service point (license required)

Business of supplying electricity (excluding licensed 
electricity businesses) to meet a demand exceeding 50kW 
from electricity users (Speci�ed-Scale Demand), which are 
conducted by a General Electricity Utility in an area other 
than its service area, or conducted by a person other than a 
General Electricity Utility (noti�cation required)

Supply of electricity to a General Electricity Utility for use in 
its General Electricity Business (excluding supply through a 
Cross-Area Wheeling Service) based on a contract of 
electricity supply exceeding 1 MW for at least 10 years or 
exceeding 100 MW for at least 5 years

General Electricity 
Business

Wholesale Electricity 
Business

Speci�ed Electricity 
Business

Speci�ed-Scale 
Electricity Business
(Commonly called PPSs)

Wholesale Supply 
Business
(Commonly called IPPs)

Classification of Businesses Specified in the Electricity 
Utilities Business Act (extract from the Act)

The New Electricity Supply System (from April 2005) 

Japan Electric Power Exchange (Wholesale power exchange)

Customers in the 
Regulated Market

(Low voltage)
( < 50kW )

Customers in the 
Liberalized Market 

(High voltage) 
( 50kW < )

Customers in the 
Liberalized Market 

(Extra-high voltage)  
( 2MW< )

Competition in
Retail Market

Competition in Wholesale Market

Wholesale Electric 
Utilities

General Electricity Utility

Fairness and Transparency 
(Segregation of information and accounting)

Negotiated Electricity Rates  
(except last-resort contracts)

Supply Contract 
(Standard & Optional)

Independent Power 
Producers (IPPs)

Electric Power 
System Council

(Neutral 
Organization)Rules, 

Supervision 
etc.

Transmission, Distribution and Grid Management Segments

Marketing & Sales Segments

Power Generation 
Segments

Power Producers & 
Suppliers (PPSs)

Column

Transmission Line（500kV）
Transmission Line（154kV～275kV）

Switching Station or Substation

Frequency Converter Facility（F.C.）

AC-DC Converter Facility

DC Transmission Line 

National Trunk Line Connections
(As of December 2012) 

60Hz 50Hz

Shin-
Shinano
   F.C.    

Sakuma
  F.C.

Higashi-Shimizu
         F.C.

Column

Higashi-Shimizu FCF

The Linchpins of East-West Grid Connection- 
Frequency Converter Facilities

The frequency of grid power differs between 
eastern and western Japan, namely 50 Hz and 60 Hz 
respectively. This difference has a historical root in that 
the Tokyo area adopted German-made generators at the 
beginning of the electricity business while Osaka chose 
US-made ones. Therefore, Frequency Converter Facilities 
(FCF) are necessary to connect the eastern and western 
power grids. Three FCFs, namely Sakuma FCF and 
Higashi-Shimizu FCF in Shizuoka Pref. and Shin-Shinano 
FCF in Nagano Pref., operate to convert the frequency. 

The capacity of East-West Grid Connection is planned 
for expansion to 2100MW in total by FY2020. This 
includes the increase in the capacity of Higashi-Shimizu 
FCF by up to 300MW in February 2013 by the Chubu 
Electric Power Company. 

Column

Overview of the Reforms of the Electric Power System

The following revisions to the Electricity Business Act related to 
the reforms of the electric power system were passed into law in 
November 2013. 

Phase 1: Should be implemented by around 2015
(1) Establishment of the “Organization for Cross-regional 

Nationwide Coordination of Transmission Operators” 
(Enhancement of nationwide grid operation)

Phase 2: Should be implemented by around 2016
(2) Full deregulation of entry into the electricity retail sector
      Abolishment of wholesale regulations

Phase 3: Should be implemented from 2018 to 2020 
(3) Implementation of the legal unbundling of the electricity 

transmission and distribution department (for ensuring 
further neutrality)

(4) Abolishment of the retail price regulations

The electric power market in Japan has been progressively 
liberalized to ensure competitive neutrality on the basis of a 
stable power supply by the existing ten General Electricity 
Utilities, which consistently handle all functions from power 
generation to distribution.

In 1995, a law was revised to enable IPPs to participate in 
the electricity wholesale market in addition to the conventional 
Wholesale Electricity Utilities. Then, in March 2000, use of the 
transmission/distribution network owned by the electric power 
companies was liberalized, and the retail market was partially 
liberalized to allow power producers and suppliers (PPSs) to 
sell electricity to extra-high voltage users requiring more than 
2MW. The scope of liberalization was then expanded in April 
2004 to users requiring more than 500kW, and subsequently 
in April 2005 to users requiring more than 50kW. Thus, by 
2011, the scope of liberalization covered approximately 60% of 
total electricity demand in Japan. Electric power companies 
have responded to this trend of liberalization by increasing 
their business efficiency while lowering electricity prices and 
offering a variety of pricing plans.

To maintain fair and transparent use of the electric power 
transmission and distribution system, the Electric Power 
System Council of Japan (ESCJ) was established as the sole 

private organization to make rules and supervise operations 
from a neutral position, starting full-scale operation on 
April 1, 2005. In addition, Japan Electric Power Exchange 
(JEPX) was established in November 2003, with investments 
by the electric power companies, PPSs, self-generators, etc., 
and started business on April 1, 2005.

With the three goals of  ensuring supply stability, 
suppressing electricity rates to the maximum extent possible  
and expanding the options for consumers and the business 
opportunities for operators, the government is planning 
to advance the reforms in three phases through the three 
key measures of enhancing nationwide grid operation, full 
deregulation of the electricity retail and generation sectors, and 
futher ensuring neutrality in the transmission / distribution 
sector through the legal unbundling while thoroughly 
inspecting each phase to solve any issues and taking necessary 
measures based on the results of the inspections. 

Fair Competition and Transparency
Currently, the ten privately-owned electric power 

companies are in charge of regional power supply services 
as General Electricity Utilities and are responsible for 
supplying electricity from power generation to distribution 
to the consumers in their respective service area. General 
Electricity Utilities must obtain approval from the Japanese 
Government by providing supply conditions such as 
electricity rates as general supply provisions to those 
consumers who are excluded from the retail liberalization. 
They are also responsible for supplying electricity to 
consumers subject to retail liberalization, based on the 
provisions for last resort service, if they cannot conclude 
contracts with power producers and suppliers (PPSs).

The electric power companies work closely with each 
other to enhance the stability of the electricity supply to 
customers nationwide. For example, they exchange or 
provide electricity via extra-high voltage transmission lines 

linking the entire country from north to south, in order to 
cope with emergency situations resulting from accidents, 
breakdowns, or summer peak demand.

Ten Electric Power Companies as Responsible Suppliers of Electricity

Ten Electric Power Companies & Market Liberalization


