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Current Status of Japan’s Policy,
Pellet Imports, and Outlook
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Key Issues in FIT-Supported
Imported Woody Biomass




BENgIRINF-EBEEMEERGE (FIT) TZIEIND/NAAVIFEE
Biomass power that has been supported under Japan’s
Renewable Energy Feed-in Tariff (FIT)

= - 4 PR LNE(EHDHHE » FIT : A system under which electric power companies
> FI_I;ﬁiJrE F BIAED SIS DEE I RALNBAY purchase renewable energy at a higher price than the

% Eﬁ_‘s iy s Ve market price.
> BIXIEREZER AR LRV OSSN &HE » “FIT renewable energy levy” is collected from bill Fayers in

Electricity  the form of a surcharge added to the electricity bill.
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Payment to power companies
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Imported biomass accounts for 70% of the total biomass power capacity certified under FIT

FIT biomass power generation installed capacity (as of June, 2025) Wood pellets and palm kernel shells

FT/\MANAREEABRE GFRBENDHMH. 25F68 KiFD)

Methane fermentation gas
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RE)\AAVAFEEFEIAN, FHEIESEHIDESRR
Woody Biomass Power: High Cost and Subsidy-Dependent

> NAAYZAFREBFIINTOEROPTHHFAEEORCEIRS (ORXMD7EINARE)
> REBNAANAFKEDIRILF—3hZR(F20~30%. FEO(FELC

> BFNFHEERDOR. 155 - IBEREZINIERNIZR60%
> NAIRFEEFCIEE jcmstﬁnb\%ﬂ ETBhNTW3
> FITOEWEBUmARICLDFH T, BEEELTRKRIZ
> A - KRB OFEFTH S

Jinl

» Second most expensive power source after oil
(Around 70% of costs are fuel costs)

> Power generation efficiency: 20—-30% (The rest is heat)
» Efficiency can exceed 60% with heat use

» Large plants often waste excess heat

» Only viable due to high FIT purchase prices

» Rapid increase in large, import—dependent plants
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CO, Emissions Higher than Coal - Counted as Zero under FIT/FIP

101.000 112,000

06,100

I | |
FIRAT A i (18%) Coal A# Wood

Natural gas

IEA*‘J MO FUA2030FEREELECO2 0.138
IEA NZE Power Sector Emissionss in 2030

LNGRAAYINLY KRB, BHFEA9% —0.37
LNG combined cycle: Efficiency of 49%

BiRND., REHE38% -0.84
Coal: 38%

ARENAAVAFE, HEMFE25%
Woody biomass: 25% s s
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FITI\AAYATA RSA2DRmZEINEIRA (GHG) HEREZ
GHG Emission Standards under FIT Biomass Guidelines

[EARY MZOSFA2030FERKREEH CO2 0.138 [EA NZE Power Sector Emissionss in 2030
FITHA RSA>70%E (20305EE LLBF) 0.194 70% reduction after FY2030
FITHA RS54 >50%40 (20294 EET) A0A324 50% reduction until FY2029
ARINT] . FEEEXNZ238% V.04 ' Coal
RKEINAAYZARE. FEMNR5Y% 15 Woody biomass
0 \g-cO2/kWh 05 1 15 2
[COEFEBEDRIER] [Key problems with this standards]

SAARZDBRIECLBCO2EBESERL Do ot include combustion emissi
EBRTRNF—#BI (IEA) 2050Fwhens o e ecerer
F1 AL ot aligned wit . et .ero scenario
RG22 FEELEOFARRENH (FEFEO)  Apply only to projects certified after FY2022
21 FEF TR TEREFRITEHETE, -Existing plants (pre—FY2021) face no binding obligation

==

;j/;'fgzgg@ﬁﬁﬁB%%é\&)tiﬁﬁi‘b%ﬁx (GHG) #F || »Include combustion—stage of GHG emissions
=== _ .

> 205062y MIOICEE S S BGHGHEE BlimEtecg ~a || »Align standards with Net Zero 2050 k
> TOFREEBFRCHUCETZERIZLITINE »Make compliance mandatery: for-all plantsy
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» Canada (British Columbia)

» Almost all feedstock come from primary
forests
(80% sawmill residues, 20% direct forest
harvest)
> United States (Southeast)
» Over 10,000 environmental violations at pellet
plants, causing air pollution
»Vietham
» Short—rotation monoculture plantations of
alien species
»Negative impacts on ecosystems and
communities
»Indonesia
» Tropical deforestation linked to pellet
production
» Conversion to energy plantations
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Weaknesses in FIT/FIP Sustainability Guidelines ’
~Fuels from natural forests, and those associated with enwronmental
violations and air pollution, may also be used. g |

» No requirement for cascade use. Pellets from roundwood are allowed.

» Reliance on forest certification schemes £
» Recognized certifications in FY2026 revision : FSC, PEFC, GGL, SBP o Ofbﬂmaryfo;est %

» Some certifications allow clear—cutting of natural forests * (ooonservatuén North)
» GGL/SBP do not certify forest management practices
» Environmental violations and air pollution at pellet mills are outside the ..
scope of these certification schemes o

» Traceability is now required, but its scope/extent is unclear

Pelle dJacent to comir 3
©Nico Hopkms ;

» No mandatory public disclosure

Recommendation

»Do not solely rely on certification
» Require disclosure of pellet mills

»Exclude fuels sourced from natural/primary forests ~§
or linked with environmental violations/air polution s Ao
4 Wi
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Outlook for Japan’s Biomass Fuel Imports
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From FY2026: Imported Biomass Excluded from New FIT/FIP
— No impact on existing projects. Imports expected to increase.

Forestry Agency “Status of Timer Import” (Dec. 2025)

»No new certification for:
»Biomass liquid fuels such as palm oil (250 kW)
»Imported woody biomass and PKS (210,000 kW)
»In reality, no new certified projects since FY2022
> Already certified projects (101 plants) unaffected

»Imports will remain high
(In 2025: 8.63 Mt pellets; 7.10 Mt PKS)

»Imports likely to increase in the near term because of
some plants under construction that are yet to operate
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Japan set to overtake UK as biggest wood pellet consumer in 2027 ® 2027£EJ’X B-EF N -9'_50)} ("(j?l%ﬁﬂb@(i
Industrial demand (mn fonnes) ¥;}:E
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Source: FutureMetrics . ﬁ.%?ﬁb\t E $D§2027£E(:.|_E_%EE§X
Sources: From Financial Time’ s article “Drax hit as Japan pivots away from burni 7k /\l/\J I\/ﬁgl(i—aéﬁLb

wood pellets for energy” https://www.ft.com/content/aef8e2ae—0756-4a2f-856e— . .
eafab2315295 (Next: English slide )
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Japan to Become the Largest Pellet Consumer in 2027

Japan set to overtake UK as biggest wood pellet consumer in 2027

® UK biomass subsidies reduced by half

Industrial demand (mn tonnes)

Hl UK EU (current users) Bl Other Il S. Korea Japan Canada from 2027
Aus & NZ

Forecast ® Generation caps introduced

30

® Plants operate mainly in winter

25

® UK annual pellet consumption
expected to halve

20

15

neh
bl ol 1] [
10 _--
Z:::.llll IIIIIII..II ® Subsidies reduced or phased out,

2010 2015 2020 2025 2030 starting 2025

Source: FutureMetrics ® Japan projected to surpass the UK in
2027 to become the largest pellet
Sources: From Financial Time’ s article “Drax hit as Japan pivots away from burni

wood pellets for energy” https://www.ft.com/content/aef8e2ae—0756-4a2f-856e- consumer

eafab2315295 —IWEER AR - AR T+ —5 A FH

® Korea' s consumption will remain flat
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Project Suspension and Mill Closure in North America
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JERORLYNEESSE (HARRIS) ~HRSCERFR G- FHH ”
North American Pellet Projects Supplying Japan
— Suspension and Closure

. UPDATE: Wood biomass project
CRE-D>> MO JE1—] in Wash. put on hold

oftmIINRLYRNT S (45 B8/ F) OF _—
MR ETEZ—EHMSIE (20258 RKFEK)

oIfM : KERVYNEED FEMEDICED, &
FERBE I DYLIER—A%E LT T8

Longview, Washington (USA)
® Construction of a 450,000 t/year export—

oriented plant paused (announced late 2025) -_ il = | _;:;:...k
.Re.ason: SIO.\N.dOWH Of CapaCIty eXpanSIOn Columbia Insight: UPDATE: Wood biomass project in Wash.
amidst declining demand of wood pellets put on hold Jan 7, 2026

https://columbiainsight.org/wood—biomass—project—in—wash— ’
put—on—hold/
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North American Pellet Projects Supplying Japan
— Suspension and Closure

: . drax
UJT@ BC/! |'j4'J7AZ|/’(’]] Drax Ceasing Operations at its
oL |\Ii7/z (245> /£F) %20258FK CRAfH Williams Lake Plant
L JESSS - -

> [ERUEHATAIRISHD GAB OB PROERS O
IN-BRRARE) |« EERRN(CARIZUARKARDT ]

> 7275 i—}%@ﬁbbﬂﬁiﬂ(iﬁb‘ﬂ?b\&

o [ FoPRAR(CENNAEE S DI E T ERU JERTR
Williams Lake, BC (Canada)

® Closure of 240,000 t/year plant at the end of 2025
® Reasons
» No longer commercially viable because of reduced fiber

supply due to curtailment / closure of neighboring saw mills. i ”;' fWSZTSf‘;.B‘iTl;,”?“’"f:”““

gf reduction in fibre Iblyhsmakg ing oper. t the plan

ful considerati gi obal renewable energy company Drax has made the difficult

-‘-‘

.ASIan markets are nOW more Cha"enged Drax Ceasing Operations at its Williams Lake Plant 26 November 2025 ’

https://www.drax.com/ca/press_release/drax—ceasing—operations—at—

®No plan to invest in expansion in the short— to mid—term ts-villams-lake plant/
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[K[E - HUTAIV =M Golden State Natural Resources)
® %J(Fﬁ(p& Y I\%i% (BET100/5 >/ 6F) hY 20255F6
SRR
® H A ER[ENDERH 2 BiYE U2 Draxf T HE 8|
oI :
EE NGO HEENETZDHLAN FRaASDIRNTE

California (Golden State Natural Resources)
® Two plants (total of 1 Mt/year) canceled in June 2025

®Drax’ s participation, aiming to export to Japan and S. Korea

® Reasons: opposion from the locals and NGO and weak
outlook for market growth

200y NTIZHFEL TV ERESIFE (H4249160km) (Gary Hughes KDTL > &D)
Sourcing areas of the two mills (Presentation by Gary Hughes)
https://www.gef.or.jp/wp—content/uploads/2025/09/Gary—Hughes_Sept—-2025-Japan—Seminar_web.pdf
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Why the Suspension and Closure? — Temporary Demand Slowdown

ORE DALY MEED 2MELLTHRT S
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QRE DALY MEEN ZETTEENITELSICED
(BEE|.Z2F1)

—S>ASHRIANER (FEEBURVEHAIC, RLybheX
SREIIHDFIERT DV ENDDFH)

@DUK’ s demand expected to halve
—US/Canadian producers must find
alternative markets

—East Asia not to expand very much (Japan
to increase some time but no new
certification; S. Korea to flatten out)

UK demand to become seasonal (Some
demand in winter, little in summer)

—Major cost factor (Need to construct
facilities to store large quantities of pellets
during the period when not generating power)

R E D HEEDOJBECIEFLTED,
HEERIDTRINA AR R IDS I FIVHVEREMDARLY MESICRZELTWVS

Producing countries depend on consuming countries’ demand.
N 11 . . ”” .
Signals of ‘'moving away from biomass  will affect pellet producers.
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