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Part 1.

Basic Approach of Accounting

1. Introduction

11

Background

At present in Japan, as a measure against glarahivwg, companies meeting certain
criteria are accounting for and reporting their ogreenhouse gas emissions, and
national and regional government organizationgatsdicly disclosing their emissions
data, in accordance with the Mandatory Greenhous® Azcounting and Reporting
System (referred to below as the "Accounting angdrReng System”) based on the
Act on Promotion of Global Warming Countermeasufeserred to below as the
"Global Warming Countermeasures Act") as well asoues programs based on certain
regional ordinances. In addition, many businessesvoluntarily disclosing data on
their own emissions in reports on corporate saagponsibility (CSR), and growing
numbers of companies are taking steps to deteramdereduce their own emissions.
Meanwhile, the scope of emissions determined umigerexisting Accounting and
Reporting System, CSR reporting, and the like isegally limited to the reporting
company's own emissions, and therefore, contribatimade through energy-saving
products and the spread of products with lower rjrease gas emissions are not
reflected when companies evaluate their own emmssio The business activities of
companies are linked through purchasing and saléisei supply chain; and although
there may be a great deal of potential for redu@nmgssions, the potential for such
reduction is not clarified when companies deternoné/ their own emissions, and
there are no incentives for taking action to redan@ssions through supply chain
management. Therefore, in the determination andagement of emissions, it is
important to determine not only the reporting comps own emissions but also
greenhouse gas emissions in the supply chain (eefdo below as "supply chain
emissions”).

The following are global initiatives for standaaiion and information disclosure
with regard to accounting and reporting of compsirsapply chain emissions.

« Development of standards under the GHG Protocol
» Study of greenhouse gas accounting guidelineSBy |
» Growing demand for disclosure under the CarbomrIDssire Project (CDP), etc.

Under the GHG Protocol, the "Corporate Value Ch@ugoope 3) Accounting and
Reporting Standard" (referred to below as the pP8c®@ Standard") is being
developed to provide methods for the accounting r@parting of emissions in the
value chain of a business. In 2008, a steeringnuittee and technical working
groups began studies toward the ScopeStandard. The process since then has
included meetings with stakeholders to obtain fee#lb road testing by over 60

1 GHG Protocol: A process to develop greenhousagesunting and reporting standards based on agredy the
participants, which include a U.S. environmentalGalled the World Resources Institute (WRI), a weitie economic
council called the World Business Council for Sustble Development (WBCSD), and a variety of interepigdies from
around the world including companies, governmestitutions, NGOs, and academic institutions.

2 Scope

3: A concept related to the scope of eamisginder the GHG Protocol. For details, seedp. I-
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1.2

(1)

companies, and public comments on draft versioit©ie completed Standard was
published in October 2011.

The International Organization for Standardizati®8O) is currently developing
ISO/TR 14069 ("Quantification and reporting of GHeEnissions for organizations:
Guidance for the application of ISO 14064-1"). Stdocument, ISO/TR 14069, will
provide guidelines concerning methodology for orgations to quantify and report
their direct and indirect emissions, and considenat being given to alignment with
the Scope 3 Standard.

A move to demand disclosure of Scope 3 emissi@ia ©& emerging, including the
Carbon Disclosure Project (COPand the Climate Change Reporting Framework
(CCRFf.  Some reports concerning Scope 3 emissions haea issued by 274
companies in the CDP's "Investor CDP 2011 Globad %&port,” and by 107
companies in its "Investor CDP Japan 500 Report 201

These developments are part of a rising globaldtrward the determination and
management of companies' supply chain emissiongyalth disclosure of related
information. The need for such measures is expetdecontinue to grow in the
future.

Significance of Japan's involvement and purposaf preparing guidelines

Japan has been actively engaged in measures tbatochmate change, and in
addition, considering the background described apdapan is pursuing measures for
the determination and reduction of supply chainssions in order to further enhance
its efforts against climate change.

The significance of Japan's efforts concerningpBughain emissions includes the
following goals. To realize these goals, it wille bnecessary to improve
understanding of supply chain emissions among & wahge of companies and to
provide accounting methods that are easy for Jagam®mpanies to use as a
framework for efforts to reduce such emissions; démese guidelines have been
prepared on that basis.

» Promoting rational measures to combat climate ghan

* Promoting coordinated efforts by a wide range ahpanies

* Presenting Japan's viewpoint with regard to méeesternational standardization

* Building trust for Japanese companies' environalentechnologies and
contributions to reducing greenhouse gas emissions

Promoting rational measures to combat climhenge

® CDP: A project in which institutional investorsfn around the world send questionnaires concerlingite change to
the world’s major corporations and then evaluaté@ublish their responses.

4 CCRF: An international framework for the disclosafénformation related to climate change. Thetfirsrsion was
issued in September 2010 by the Climate Disclostardards Board (CDSB).
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(2)

3)

(4)

The determination of an overall picture of emissidhroughout the supply chain
provides an understanding of the stages that ievblgher emissions as well as the
areas that have a high potential for reducing d@omnss This kind of information
makes it possible to plan and implement effectiwzluction measures with
consideration for economic factors, contributingctmmpetitive strength while also
improving transparency.

Promoting coordinated efforts by a wide ranfjeampanies

At present, many companies are calculating emssiwom their own places of

business and distribution activities under the Actimg and Reporting System, etc.,
and taking steps to reduce emissions on that bakiewever, most efforts are being
pursued by individual companies, and it is necgssarprovide support for efforts

involving collaboration by a variety of companies.

For example, it is anticipated that large, infli@ncompanies can help to promote
measures to reduce emissions at small and meditdenpeses by endeavoring to
reduce emissions from the standpoint of their supbhins. Of course, in addition to
measures between large companies and smaller ibmeslso anticipated that when
large companies combine forces with each othey, Wik be able to achieve greater
reductions in emissions than they could have aedielone.

Therefore, accounting from the standpoint of thppdy chain is expected to advance
coordinated efforts by a wide range of companies.

Presenting Japan's viewpoint with regard to @sder international standardization

Although the GHG Protocol and other initiativesvéanvolved studies and other
efforts to promote international standardizatidreirt standards include portions that
are difficult for Japanese companies to use orrpné¢ directly. Therefore, it is
important to develop a methodology that is basedswurh efforts for international
standardization, but better suited to actual camutin Japan and easier to use in
Japan. In addition, the compilation of Japan'svsiebased on actual steps taken by
various companies, will help to clarify the startcebe taken with respect to the
international community.

Building trust for Japanese companies' enviremtal technologies and contributions
to reducing greenhouse gas emissions

Japanese companies have outstanding environmieatahologies and are making
important contributions to the reduction of emigsioin consumer activities and
transportation in Japan as well as emissions imdsieof the world, a fact that has not
been adequately recognized. To improve this sttmatthe question of how to
evaluate and disclose contributions to emissiodsatton is being debated. To build
confidence in such evaluations, it is importanshow that Japanese companies are
determining and managing emissions in terms ofalbusiness activities, instead of
presenting only a fragmentary view limited to theictivities that contribute to
reducing emissions.  Therefore, it is necessaryetmage in domestic and
international measures in accounting for overalppdy chain emissions and
guantifying contributions to reducing emissionstvas halves of the whole.
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1.3  Objectives and effects of supply chain emissismetermination and management

The scope of supply chain emissions covers not thrd emissions of the reporting
company itself, but also all emissions related tigsitiess activities, including
purchasing and sales by the company. Specificélincludes emissions from the
manufacturing and transportation of raw materipteducts, and services purchased
by the company, emissions from the company's owisssom activities, and emissions
from the distribution, use, and disposal of prodwatd services that are produced and
sold by the company. Calculating and determiniaghsemissions at each stage of
the supply chain makes it possible to discoverdhgtages of the supply chain that
involve higher levels of emissions, as well as ¢haseas that offer greater potential for
reducing emissions; and this allows companies tplément efficient measures for
reducing emissions in the overall supply chain.or(&n illustration of the scope of
emissions in the supply chain and the reductioanoissions, see Fig. 1-1, lllustration
of the scope of supply chain emissions and redactieasures.)

It is important to help to raise awareness amaihgrocompanies that make up the
supply chain and among product users by callinthem to provide information, etc.,
in the process of determining supply chain emissi@md to endeavor to collaborate
with other companies, etc., in order to promote tbduction of greenhouse gas
emissions through cooperation among the compahnasiake up the supply chain.

Companies can increase their accountability tokestalders, including other
companies that make up the supply chain, througlualization and voluntary
disclosure of supply chain emissions.

In addition, the determination of a company's $yppain emissions is closely related
to determination of a product's life cycle emissigoarbon footprint). If a company
has determined emissions from procurement of rawemass, processing, use, and
disposal of each of its products, it can then deitee the company's total emissions by
combining data for all of its products. Meanwhile, a company's supply chain
emissions includes capital goods, business tramployee commuting, and other
emission sources that are generally not takendotsideration when determining the
carbon footprint.  Although some differences ekistween a company's supply chain
emissions and the carbon footprint, measures taceedhe carbon footprint will
contribute to reducing the company's supply chanssions as well; and therefore,
measures to reduce a company's emissions and regasueduce the emissions of its
products can be pursued in a way that is mutualigrconnected. Because carbon
footprint reduction measures can lead to bettersparency and trust for consumers
while providing cost savings by modifying ineffiaieprocesses, the results include
stronger product competitiveness in addition todoemissions; and it is important to
promote understanding of supply chain emission® fifuis perspective as well.

These guidelines indicate a basic approach tousticg for supply chain emissions;
however, in the future, it will be necessary toores issues related to calculation
methods while compiling information from individuehses and monitoring trends in

® However, there may be some differences in theuatomg procedures. For example, in the actualrdeteation of
emissions, procurement of raw materials by a coypanld be measured in terms of transaction uratber than in units of
the company's products.
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international debate. In addition, it will be nssary to flesh out the details of
calculation methods and establish systems for daitaction in the determination of
each company's supply chain emissions. Therefbiig, important to proceed by
stages, based on the objectives of supply chainsstoms determination and
management as discussed above.
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2.

Role and usage of this document

This document presents the approach taken by dapacompanies in calculating
supply chain emissions, based on the status ofimxisndeavors in Japan as well as
international trends. While pursuing consisteniythe Scope 3 Standard, etc., these
are Japanese guidelines formulated in accordartbecamditions in Japan.

The guidelines indicate common calculation methéals all industries, making it
possible to calculate supply chain emissions ugirsggdocument alone.

Based on the situation of each industry, explanatiby industry are provided with
regard to certain industries. Companies belonginthose industries should perform
calculations by applying this document in combimatwith the respective explanations
by industry.

This document does not provide the specific emissunit values which are needed for
calculations. For details concerning emissions values, please refer to the "Report
on Emissions Unit Values for Calculation of Greemb®w Gas Emissions, etc., by
Organizations Throughout the Supply Chain" (ablad below as "Report on
Emissions Unit Values" and the separate databasmissions unit values.

The figure below illustrates the overall compasitiof guidelines on accounting for

Basic Guidelines on Accounting for Companies' Greeshdsas Emissions
Throughout the Supply Chain

supply chain emissions, including the role of thi€ument.
Basic Calculation
approach methods

*

P
l l N Il tion b l Specific calculation
Explanations by Explanations by (No (ie:guasr:a)lon y e methods
industry industry ry Note  The basic guidelines are issued by the national
government, while explanations by industry areessu
N o - by the respective industries. (The national govemm
IndustryA Industry B Industry c and industries will cooperate in preparation and

maintenance of the overall guidelines.)

.
Emissions unit values | | Database of emissions unit values* I Bl Various coefficients

This indicates the emissions unit values relatethese guidelines. Companies may decide whetheoto
to use these unit values at their own discretion.

Fig. 2-1. Composition of overall guidelines anterof this document

This document will be revised in the future asessary based on the progress of
endeavors related to supply chain emissions aret dbtors.



3.

(1)

(2)

@)

(4)

(5)

(6)

Glossary

Company:

A private business, public institution, or otheganization which conducts business
activities and is an entity subject to emissionsoaating. The term "organization”

below includes companies, constituents of compamied organizations that are not
included under companies.

Supply chain emissions:

All greenhouse gas emissions from business desvinh a company's supply chain,
comprising direct emissions (Scope 1 emissionsgrggnderived indirect emissions
(Scope 2 emissions), and other indirect emissiSose 3 emissions).

Direct emissions (Scope 1 emissions):

Emissions of greenhouse gases released dire¢tdythie atmosphere from emission
sources within organizational boundaries. Thigegponds to direct greenhouse gas
emissions under JIS Q 14064-1, and to Scope 1 iemsssinder the GHG Protocol
Scope 3 Standard.

Energy-derived indirect emissions (Scope 2 sinis):

Carbon dioxide emissions due to the use of etgtrand heat supplied by others,
released at the stage of generation of such e#gtand heat. This corresponds to
energy-derived indirect greenhouse gas emissiodsruiS Q 14064-1, and to Scope
2 emissions under the GHG Protocol Scope 3 Standianded to carbon dioxide
emissions only. It includes power transmissionséss and in-house power
consumption at power plants, which are not inclusethe GHG Protocol Scope 3
Standard.

Other indirect emissions (Scope 3 emissions):

Indirect greenhouse gas emissions from businetgiti@s in a company's supply
chain, other than direct emissions and energy-ddriindirect emissions. This
corresponds to other indirect greenhouse gas emssinder JIS Q 14064-1, and to
Scope 3 emissions under the GHG Protocol Scopar&itd.

Note: There are differences based on the defirstioh energy-derived indirect
emissions (Scope 2 emissions).

Organizational boundaries:

Boundaries determining the scope of business iaeivowned or controlled by an
organization. This corresponds to organizatiowainalaries under the GHG Protocol
Scope 3 Standard. Investment ratios and contgoihterests are the standards used
for setting organizational boundaries. In thesedgjines, as a general rule,
controlling interest is considered to be the stahdand companies subject to
consolidation are included within the organizatidmaundaries.
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(7)

(8)

9)

(10)

(11)

(12)

(13)

Investment ratio standard:

A method for consolidation of emissions, in whiemissions from the business in
guestion are calculated in accordance with the ratiinvestment in that business
(equity share).

Controlling interest standard:

A method for consolidation of emissions, in whit®0% of emissions from wholly

controlled businesses are calculated. Even ifethier a high investment ratio,
emissions are not calculated unless there is aattmg interest. Here, "controlling

interest” can be defined either from the standpoinfinancial control (having the

power to decide the financial and management @asliof the company in question) or
from the standpoint of management control (haviaky duthority to introduce and

implement its own management policy on the companyjuestion). In these

guidelines, companies are generally included withim organizational boundaries if
they are subject to consolidation under eithehesé standards.

Upstream:

In general, activities related to products andises that are purchased. (See section
4.1 for details.)

Reporting company:
The scope within a company's organizational boriesa As a general rule, this
includes the reporting company itself (corporatiet;.) and all business activities

owned or controlled by the company, such as conggasubject to consolidation.

Note: The same applies if the company is some dipr of organization than a
business firm.

Downstream:

In general, activities related to products andiises that are sold. (See section 4.1
for details.)

Amount of activity:

An indicator of the scale of a company's actigiti€his includes amounts of electricity
used, amounts of freight transported, amounts atevarocessed, transaction values,
and other amounts determined by the company.

Emissions unit value:

Amount of greenhouse gas emissions per unit amafuendtivity. For example, there

are emissions unit values for the amount of carlsboxide emissions per
kilowatt-hour of electric power used, the amountcafbon dioxide emissions per



ton-kilometer of freight transported, and the antonincarbon dioxide emissions per
ton of waste incinerated.

(14) 5.5 gases:

The six gases subject to accounting of supplyrckatissions (carbon dioxide (GQ
methane (Ch), nitrous oxide (MO), hydrofluorocarbons (HFC), perfluorocarbons

(PFC), and sulfur hexafluoride (§F with the exclusion of energy-derived carbon
dioxide.



4. Overview of supply chain emissions accounting

4.1

Overview of emissions accounting

In order to effectively determine and manage sppphin emissions, it is desirable for
the reporting company to collaborate with other pames to collect actual emissions
data at each stage of the supply chain and thetulaté the combined emissions.
However, in practice, it may not be easy to obtnmssions data for some of these
stages. Therefore, to allow calculations baseddata that is relatively easy to

determine in cases where actual emissions datat isvailable, we have developed an
approach based on separate calculations for eattreadivisions indicated in Table

4-1, dividing the supply chain into the reportingngany itself, upstream portions,
and downstream portions. In these guidelines, tbens "upstream" and

"downstream” are defined as follows.

Definitions of "upstream" and "downstreain"
» Upstream: In general, activities related to prasuand services that are
purchased.

» Downstream: In general, activities related to pid and services that are sold.

Table 4-1. Approach of accounting methodology

Division Approach of accounting methodology

Reporting
company

Data on amounts of activities at the reporting camypitself, such as amounts of fuel used,
multiplied by emissions unit values.

Upstream

The reporting company's input and output of rawamals, wastes, etc., (in terms of amoun
or values) is multiplied by unit values for emissayoing back to the stage of resource

extraction (referred to below as "emissions unitiea"). It is anticipated that most such
calculations will be based on transaction units.

Downstream product at the stages of distribution, use, anpadial, as well as emissions unit values, etc.,

Using product use scenarios as needed, data isetitan amounts of activity for each

and this data is combined to calculate emissions.

In supply chain emissions accounting, which cowemide range of emissions, it is
important to determine emissions systematicallgaath stage of the supply chain for
the sake of continuous emissions management arfdyhigansparent information
disclosure. Therefore, in these guidelines, thasiins of the supply chain other
than the reporting company's own activities (u@streand downstream portions) are
further subdivided into 15 categories (Table 4a)d specific accounting methods are
indicated for each category. The 15 categoriesemted here are basically the same
as the categories used in the Scope 3 Standard.

In the GHG Protocol, the scope of a company's €oms is defined as Scopes 1 to 3,
as follows. (See Fig. 4-1.)

Scope 1: Direct greenhouse gas emissions by tloetiregp company itself.

® These are general definitions of the conceptsip$tream" and "downstream,” but for certain adésitthe distinction may
be made by different criteria than purchasing aatdss For example, the flow of goods is used ¢éniifly upstream and
downstream activities in cases such as the pumgasitransportation services for goods and prajurtthe purchasing of
waste processing services for wastes.
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Scope 2: Indirect emissions from the use of elatyriheat, or steam supplied by

others.
Scope 3: Other indirect emissions besides Scopansgions by others related to the

company's activities).

The GHG Protocol provides guidelines for businegseuse in emissions accounting,
the "Corporate Accounting and Reporting Standaad,ivell as guidelines for Scope 3
emissions accounting, the "Corporate Value Chainog8 3) Accounting and
Reporting Standard."

Scope 2 Scope 3

" . X Disposal of goods and
* Use of electricity supplied by other companies

> 5 products
* Use of heat supplied by other companies

Reporting
company ﬁ

Users of goods and produdts

Scope 3 Scope 3 Scope 1 Scope 3 Scope 3
* Production of raw * Transportation of raw * Fuel combustion * Transportation of goods | |+ Use of goods and
l Industrial process emissio: and products products

materials, etc. materials

Scope 3

|' Extraction of raw materials

l

Supplier companies, etc.

Scope 3

* Commuting

* Sales and businesg
Y U ——

ca

Fig. 4-1. lllustration of Scopes 1, 2, and 3 ip@y chain emissions

In these guidelines, supply chain emissions irelall emissions under Scopes 1, 2,
and 3.
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Table 4-2.

Emissions categories

Division Category Emissions subject to accounting
Reporting company
. . Direct emissions from the use of fuel and indukpiacesses
Direct emissions (Scope 1) b .
y the reporting company
Energy-derived indirect emissions (Scope é direct emissions from Fhe use of electricity dredt
urchased by the reporting company
Other indirect emissions (Scope 3)
. Emissions from activities up to manufacturing ofra
1 | Purchased goods and services ; .
materials, parts, purchased goods, sales-relattatialg, etc.
. Emissions from construction and manufacturing ef th
2 | Capital goods . \ h
reporting company's capital goods
3 Fuel and energy related activities not Emissions from procurement of fuel used in poweregation,
included in Scope 1 or 2 etc., for electricity and heat procured from otéetities
% Emissions from distribution of raw materials, papsrchased
o 4 | Transportation and delivery (upstream) | goods, sales-related materials, etc., up to deliteethe
‘g reporting company
) . - .
5 | Waste generated in operations Emissions from transportation and processing ofevas
generated by the reporting company
6 | Business travel Emissions from business travergloyees
. Emissions from transportation of employees whenrmatimng
7 | Employee commuting .
to and from the place of business
Emissions from operation of assets leased to fhertiag
8 | Leased assets (upstream) company (excluding emissions calculated under Stape2)
9 | Transportation and delivery (downstream)| Emissions from transport, storage, cargo handéng, retail
sales of products
10 | Processing of sold products Emlss_lons from processing of intermediate prodbygtthe
e reporting company
S .
o 11 | Use of sold products Emlssmns from use of products by users (consuarats
3 companies)
c
3 12 | End-of-life treatment of sold products Emlssm_)ns from transportation and processing otﬂ_mts
upon disposal by users (consumers and companies)
13 | Leased assets (downstream) Emissions from apeiEtassets leased to other entities
14 | Franchises Emissions from franchises
15 | Investments Emissions from operation of investihe
Other Emissions from daily lives of employees and congsmetc.

4.2

Based on the above definitions, a reporting compgasther indirect emissions (Scope
3 emissions) necessarily correspond to direct eomsgScope 1 emissions) of other
parties, and it is possible that a single sourcenassions may be treated as upstream
or downstream emissions in the supply chains oftiplelparties. Therefore, double
counting does occur with Scope 3 emissions of giheties.

Relationship to the Accounting and Reporting Sstem
In Japan, since the introduction of the Accounting Reporting System based on the

Global Warming Countermeasures Act, companies stulypethis program (referred to
below as "specified emitters") must calculate tlanissions from emission activities

-12 -



subject to accounting and report to the nationakegunent each year. The scope of
emissions to be determined by specified emittectudes some indirect emissions
from consigners, etc., in addition to emissiongrirthe reporting company's own

activities, so some emissions other than the refgpdompany's own emissions are
reported under the existing Accounting and Repgrgstem as well.

The following is an explanation of the relationshbetween the scope of emissions to
be determined under the Accounting and Reportingteé®y and the categories of
supply chain emissions, for each of the types ofifganies subject to the Accounting
and Reporting System.

» Specified emitters (other than specified consignemder the Accounting and
Reporting System

Companies having specified facilities must callgreenhouse gas emissions
which are emitted at their own places of businassyell as energy-derived carbon
dioxide emissions from the use of electric powet heat supplied by others.

In addition, specified transportation emittersestthan specified consigners must
calculate energy-derived carbon dioxide emissiom® fthe transportation activities
of vehicles, railways, ships, and aircraft whichytlthemselves operate.

All of these emissions are included as the repgrtompany's own emissions
(Scopes 1 and 2 of supply chain emissions) as slowable 4-2.

» Specified consigners under the Accounting and RegpSystem

Specified consigners must calculate energy-deroation dioxide emissions from
the transportation of freight for which they theiwss are the consigner. These
emissions are included in Category 4 (Transporasiod delivery, upstream) or
Category 9 (Transportation and delivery, downstieamder Scope 3 of supply
chain emissions, as shown in Table 4-2.

For example, Fig. 4-2 indicates the relationsHithe scopes covered by supply chain

emissions and the Accounting and Reporting Systera case where the reporting
company is a manufacturer.
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delivery (upstream) |
T

Sales Use
\ / I 1 Direct emissions of 5. |

Electricity s (e s, @) 9. Transportation and deliver
3. Fuel procurement fg Power plants, etc and heat —_— (downstream) 11. Use of product:
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eneration —
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COnStI’I.JCtIOFI( equipment ‘ 6. Business travel ‘ 1 I 10. Processing of || 12. Disposal of
compdniesierc. | I products products
] - 7. Employee commuting ‘
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business i | I
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from reporting compan: included under Scope 1 or 2) I |
business activities Waste 1 EE—— e I I -
I I

< Indirect use of energ)D
1 K etc. J
Input to and output from |

reporting company

Fig. 4-2. Relationship of accounting scopes undpply chain emissions and the
Accounting and Reporting System (example of a mattufer as
reporting company)
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5.

5.1

Basic approach to accounting
Principles of accounting

In the determination of a wide scope of supplyirclgmnissions subject to accounting,
from the standpoint of continuous emissions manag¢enand highly transparent
information disclosure, it is important to systeroaty determine emissions at each
stage of the supply chain. Therefore, in the anttog of supply chain emissions, it
is expected that calculations will be performeddach category, clarifying the scope
subject to accounting, the data used, and thelasilma methods, etc.

Fig. 5-1 shows the general flow of accountingugdy chain emissions.

[1] Determining the purpose of accounting
The purpose of accounting, such as determining¢ht of the reporting company's supply chain sions and identifying emissions to be targeteddduction in

the supply chain, is identified. (See 1.3)

l

[2] Setting the scope of accounting

The overall scope of accounting to be includeslupply chain emissions is determined. (See 5.2)

l

[3] Selection of categories

The categories of overall supply chain emissianélculation are selected. (See 5.3)

l

[4] Identification within categories

The boundaries of the scope subject to accouittiegch category are identified. (See 5.3)

l

[5] Collecting and calculating data on amountsaiivities

The data needed for each category is collectectaledlated. (See 5.4 and Part 2)

5.2

Fig. 5-1 Flow of supply chain emissions accounting

Scope subject to accounting

The scope of supply chain emissions subject t@wadg under these guidelines
consists of emissions related to the products amdices provided by a company.
When calculating the supply chain emissions of ezatlegory, the scope subject to
accounting is generally as shown in Table 5-1.

As a general rule, the organizational boundarms accounting by the reporting
company include the reporting company itself (coagion, etc.) and all business
activities owned or controlled by the company, suah companies subject to
consolidation.
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Table 5-1.

Scope of supply chain emissions sultpeatcounting

Division

Scope subject to accounting (as a gerrata)

Greenhouse gases

Energy-derived carbon dioxide
Non-energy derived carbon dioxide
Methane (CH)

Nitrous oxide (NO)
Hydrofluorocarbons (HFC)
Perfluorocarbons (PFC)

Sulfur hexafluoride (S§y

(Same as the greenhouse gas categories undecdharting and Reporting
System)

Organizational
boundaries

(Numerals to the
right indicate
category numbers.)

[At the reporting company:]

All of the reporting company's divisions and pkoé business
The company's affiliates (companies subject tcsobaation)

[Upstream:]

1.
2.

No ok

Companies from extraction to production of ravterials, products, etc.

Construction companies of the reporting compaiagitities and manufacturing
companies of the reporting company's equipment

Companies corresponding to categories 1, 4, aridie supply chain among
electric power and heat supply companies that suglpttricity and heat to the
reporting company

Companies that transport raw materials, prodetts,

Companies that transport and process wasteg oéfiorting company
Transportation companies used for businessltrave

Transportation companies used for commuting

[Downstream:]

9.

10.
11.
12.

13.
14.
15.

Companies that transport manufactured and solilgts
Companies that process sold products
Users of sold products

Companies that perform transport and processisgld products upon
disposal

Users of leased assets
Franchisees
Investment destination companies

J

Geographic scope

Domestic and foreign

Types of activities

All activities related to greenhouse gas emissionike supply chain (all
activities corresponding to the activities of eaakegory shown in Table 4-2 of
Part 1)

Time period

Supply chain emissions from business activitiasndua one-year period

Note:  When accounting for emissions of greenhoasesg other than carbon dioxide, amounts are niatlipl

by a global warming coefficient for conversion imbmounts of carbon dioxide emissions.

Regarding the scope of time, although emissiosn fithe reporting company's
activities are those emissions which actually oe@iduring the time period subject to
calculations, accounting determines the emissiaos fthe reporting company's
activities including purchasing and sales; so thee$ of upstream and downstream
emissions of the supply chain may be in a differiestal year than the times of
greenhouse gas emissions from the company's owwitiast
conceivable that raw materials may have been pextiearlier than the fiscal year
preceding the accounting year; and in such a @sissions which occurred prior to
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the accounting year are included in calculation&lso, future emissions are estimated
with regard to the use and disposal of products.

Table 5-2 shows the relationships of times whemsgions from activities subject to
accounting actually occurred when calculating sypmblain emissions for a certain

fiscal year (year X) in each category.

Table 5-2. Fiscal years when emissions from agtwisubject to accounting
actually occurred

Fiscal year of actual
emissions from
activities
S g 5
— . — 4(3' . . . . .
g Proposed accounting category 5 8 Emissions supjgct to.acqountlng as supply chain
2 5 = 5 emissions in fiscal year X
<1 81X
< > x
5 I
kg >
1 Purchased goods and o - Emissions from production of raw materials and
services services procured in year X
Emissions from construction and manufacturing of
2 | Capital goods O — | facilities and equipment manufactured or instaited
year X
Fuel and energy related Emissions from fuel procurement for generation of
c 3 | activities not included in O — electricity and heat used by reporting companyeary
s Scope 1 or 2 X
’";’ 4 Transportation and delivery o .
> (upstream)
5 Waste generated in . o Emissions from waste disposal commissioned by
operations reporting company in year X
6 | Business travel - O -
7 | Employee commuting — O — Emissions from activities in year X
8 | Leased assets (upstream) | — O -
9 Transportation and delivery o Emissions from distribution of products and sersice
(downstream) manufactured or sold in year X
10 | Processing of sold products — o Emissions from processing of products and services
manufactured or sold in year X
S T .
©
8 11 | Use of sold products . ° Emissions from use of products and services
= manufactured or sold in year X
c
g 12 End-of-life treatment of - ° Emissions from disposal of products and services
Qa sold products manufactured or sold in year X
13 | Leased assets (downstream) — o - Emissions from activities in year X
14 | Franchises — o i - Emissions from activities in year X
15 | Investments — @) Emissions from activities in year X
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5.3

Approach to categorization

Supply chain emissions are calculated for eacthefcategories shown in Table 4-2.
It is desirable to calculate emissions for all gatges, but it is also conceivable that
certain categories could be selected for accounteped on the purpose of
accounting, the degree of influence on overall smoiss, and the burden of accounting
including data collection. Specifically, the folong are possible criteria for
excluding certain categories from the scope of acting.

 If there were no activities corresponding to itetegory

» If the level of emissions is low, with only a sinaffect on overall supply chain
emissions

» If it is not feasible for the company to influenemissions or measures to reduce
emissions

» Ifitis not feasible to collect the necessaryadat calculate emissions

» If the category is unnecessary in terms of theppse of emissions accounting
established by the reporting company

It is also possible to limit the scope subjecatoounting within a category, based on
the purpose of accounting, the degree of influeoceoverall emissions, and the
burden of accounting including data collection. e@8pcally, the following are
possible criteria for excluding certain portionsrr the scope of accounting.

 If there were no activities corresponding to hattion

» If the level of emissions is low, with only a sinaffect on overall supply chain
emissions

» If there is no significant effect on overall supmhain emissions (or, in cases of
evaluation and disclosure of emissions by catedbeye is no significant effect on
emissions within the category), and:

- it is not feasible for the company to influenaeigsions or measures to reduce
emissions; or

- itis not feasible to collect the necessary datealculate emissions

» |If that portion is unnecessary in terms of theppse of emissions accounting
established by the reporting company

If a reporting company limits the scope subjecat¢oounting, then it must disclose the
scope of accounting and the reasons along witln@unts of calculated emissions in
its information disclosure, in order to clearly icate the scope covered by accounting
(or the scope that was excluded from accountingd)the reasons.
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5.4

Overview of accounting methodology

There are two methods for determining a compasyigply chain emissions, as
follows:

[1] Obtaining emissions information from relatedding partners

[2] Performing calculations with formulas (Emisssor= Amount of activity x
Emissions unit value)

From the standpoint of accurately determining #otual status of emissions and
managing emissions in cooperation with suppliersyould be desirable to obtain
emissions information from trading partners. Hommrewvhis is not practicable in
some cases. Therefore, considering factors suctheagvailability of data, these
guidelines are generally written in terms of meth@dabove, using a formula that
multiplies the amount of activity by an emissiomst walue.

Concerning the amounts of activity and emissiong wualues in calculations by
method [2], the level of accuracy and scope of asting (rate of coverage) varies
according to the types of data used (the typesabd avhich are available). For
example, more accurate determinations are possilaease where the amount of use
of each type of energy can be determined as a meeafactivity, compared to a case
where it is only possible to determine the physasabunts or the purchase/sale prices.
In the latter case as well, the level of accuradlwary between calculations based on
physical amounts and added-up life cycle assessth€iA) emissions unit values,
and calculations based on a monetary amounts amgkiens unit values from the
correspondence table by industry. In cases wherg difficult to determine the
amount of activity, the rate of coverage can berowed by using secondary data such
as statistical values and industry averages, ajtindbis method is thought to be less
accurate. In addition, estimates based on spatdits and catalog values are
expected to differ from calculations based on dgitzduct usage.

Of course, it would be desirable to collect highlycurate data while also ensuring a
high rate of coverage. However, in practice, theme cases where higher levels of
accuracy means lower rates of coverage, or higites iof coverage mean lower levels
of accuracy.

In cases where there are tradeoffs between agcanaat coverage, the question of
which to pursue depends on the purpose of accaubiynthe company. However,

when calculations are performed for the purposelertifying categories with higher

emissions in the overall supply chain and categasikere there is greater potential to
reduce emissions, it is important to increase #te of coverage when determining
emissions in the overall supply chain. Thereftoemaximize the rate of coverage,
these guidelines indicate calculation methods basethe kinds of activity measure

data that are readily obtainable by companies. r @foissions unit values, please
refer to the Report on Emissions Unit Values.)

Meanwhile, when companies are performing accogrfon the purpose of accurately

determining changes in their emissions over time da individual measures
implemented in the supply chain, it is desirableus® emissions unit values and
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calculation methods that are more closely matcbeithé company's actual activities,
instead of standard emissions unit values basedhencorrespondence table by
industry that are fixed values regardless of mesmsuaken. This also promotes
visualization of a company's efforts to reduce eioiss in its supply chain.

Therefore, while this is partially dependent ore thurpose of accounting, it is
necessary to proceed by stages, as follows.

ﬂor the present time: Cover a suitable scope ofiattowy for supply chain emissions wm
respect to the purpose.

Establish a scope of accounting to be continuadistgrmined in line with the purpose, and P
create a system for at least a simplified quaratiicy of supply chain emissions.

Note: A variety of available data can be used ditlg estimates based on statistical values, " !
\ specifications, and catalog values, or amounts exdest from monetary values. j

| W,
‘I 1

On the medium to long term:  Continuous determimatibeffectiveness of improvement.

Continue to implement measures to reduce emissiotieisupply chain, and determine N
effectiveness of emissions reduction in changes tive. Ny

’
|
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|
|
|
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Continuous implementation of reduction measures

Fig. 5-2. Stages in supply chain emissions acéognt
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6.

6.1

6.2

6.3

Using the results of accounting

Using supply chain emissions data

Data from supply chain emissions accounting cdddused in a variety of ways

depending on the purpose of accounting. Many ssuwnain with regard to

comparison among businesses, so at the presem, stegy anticipated uses are as
follows.

» Determining the scale of the reporting companypps/ chain emissions and
identifying reduction targets in the supply chain

* Quantifying reductions by determining changeshi@ teporting company's supply
chain emissions over time, in order to confirm th®gress of the reporting
company's measures to reduce emissions

» Disclosing the reporting company's supply chainssimans to build understanding
among investors, consumers, community residentsptrer stakeholders.

It is important to proceed by stages, accordingpéopurpose and the way in which the
results will be used. For example, a company cpubdeed according to the stages
indicated above.

It is anticipated that the results of accountingl wot be limited to the results of
supply chain emissions calculations, but will alsdude various insights through the
accounting process which will become useful in raessfor reduction.

Evaluation in terms of unit values

In general, changes in the scale of businesstteadanges in supply chain emissions.
In addition to supply chain emissions, it may als® possible to use unit values
denominated by sales volume or production volunte, ¢o evaluate progress in
efforts to control emissions in a way that is commgate with a company's growth.
Approach to quantification of reductions

Continuously determining supply chain emissiond aramining changes over time
will make it possible to understand increases arekses in supply chain emissions
and determine the progress of measures to reduissiens. For example, it will be
possible to evaluate the following kinds of measure

* Providing energy-efficient products to reduce emoiss during use

» Collaborating with suppliers to reduce upstreanmssions from procured items

* Improving transport efficiency to reduce emissifnesn transportation and delivery
Still, it is necessary to recognize that increaseslecreases in emissions may be

affected by other possible factors besides measakes to reduce emissions, such as
the following.
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« Changes in amounts of business activity such aseases or decreases in
production volume

» Changes in business structure including areasigihbss
» Changes in society such as ways that productgsae

Therefore, it is desirable to identify the scofffeaed by reduction measures and use
methods that allow effects of measures to reducesseons to be determined as
directly as possible, such as the use of unit walue

In addition to this kind of record-keeping approdo evaluation, another approach
would be to develop a hypothetical description dfatvwould have occurred in the
absence of such measures to reduce emissions emdbotiscompare that description to
actual emissions. With this approach, it would fessible either to evaluate
reductions within the scope of a company's own lsugimain emissions, or to evaluate
reductions beyond that scope (society in genesalveall. These guidelines do not
provide evaluation methods based on such approaches
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Part 2.

Explanations of Accounting Methodology

1. Reporting company's emissions

1.1.

1.1.1.

Direct emissions: Scope 1
Scope of accounting

Scope 1 covers emissions from domestic and forkigginess activities owned or
controlled by the reporting company, and accouatsdirect emissions including

emissions from the use of fuel and industrial psses. Scope 1, combined with
Scope 2 which is described in section 1.2, haslainsbverage to the Accounting

and Reporting System under the Global Warming Gaumgasures Act in cases of
reporting by a company alone. (In supply chainssmons accounting under these
guidelines, the scope of accounting also inclugespanies subject to consolidation
under the reporting company.)

However, there are also some emissions activities go beyond the scope of
accounting under the Accounting and Reporting 9ysteThese can be optionally
included in supply chain emissions accounting. @mample is HFC leakage
during everyday use of air conditioners and shoegas (Under the current
Accounting and Reporting System, this is subjeetdoounting at the time of starting
use, times of maintenance (recovery and re-encafsu), and the time of disposal,
but leakage during everyday use is not covered.)

The Accounting and Reporting System also excluelasssions from the use of
construction machinery at construction sites, al ag emissions from the use of
company-owned passenger cars at companies othertrdnasportation companies.
However, the scope of supply chain emissions adooyrnncludes all emission
activities related to the reporting company's agis, so those emissions are also
covered in Scope 1.

Category divisions for emissions from freight spart vary according to the purpose
of transportation, and can be summarized as follows

(Companies other than transportation companies:)

» Transporting raw materials to the reporting conypar> Scope 3, Category 4,
Transportation and delivery (upstream)

» Transporting wastes from the reporting company» Scope 3, Category 5,
Waste generated in operations

* Company-owned cars— Scope 1 (covers all driving, including empty ratu
haulage)

» Transporting products of the reporting company Scope 3, Category 4,

Transportation and delivery (upstream) or Cate@priransportation and delivery
(downstream)
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(Transportation companies:)

» Transporting raw materials to the reporting conypar> Scope 3, Category 4,
Transportation and delivery (upstream)

» Transportation to subcontracted transportation pzonies for subcontracted
services — Scope 3, Category 4, Transportation and deligogtream)

» Transporting wastes from the reporting company» Scope 3, Category 5,
Waste generated in operations

* Company-owned cars— Scope 1 (covers all driving, including empty ratu
haulage)

Accounting for Scope 1 needs to cover not onlyrdporting company, but also all
business activities owned or controlled by the repg company including
companies subject to consolidation, constructidessietc. The organizational
boundaries determining the scope of consolidatedpemies are identified by the
investment ratio standard or the controlling ins¢sgandard, as described below.

Investment ratio standard: Emissions from ther®ss in question are calculated
in accordance with the ratio of investment in thasiness (equity share).

Controlling interest standard: 100% of emissiaiesnf controlled businesses gre
calculated. Even if there is a high investmenibramissions are not calculated
unless there is a controlling interest.*

*"Controlling interest” can be defined either frothe standpoint of financial
control (having the power to decide the financiad amxanagement policies of the
company in question) or from the standpoint of nggmaent control (having full
authority to introduce and implement its own mamaget policy on th
company in question).

Table 1-1 shows a comparison of the scope of adtowuof the reporting company's
emissions under these guidelines (Scope 1 and S2pped the Accounting and
Reporting System. Table 1-2 shows the activitidgext to accounting under the
Accounting and Reporting System.

-24 -



Table 1-1. Comparison of the scope of accountingpbrting company
emissions under these guidelines and the AccouatidgReporting
System

Reporting company's emissions
under these guidelinesGHG Accounting and Reporting System
Protocol)

Scope of accounting

Specified
Geographic Scope of Geographic Specified transportation
scope accounting scope fgcility emitters Specified
emitterd (excluding consigner$
specified
consigners)
Direct emissions from
reporting company's use O O

of fuel

Direct emissions from usg
of company-owned means O O
of transportation

Indirect emissions from

use of supplied electricity Do?;(:esin(;and O Domestic O
and heat (Scope 2) 9

Direct emissions of 5.5

gases by the reporting O O
company

Activities not covered by O

the current Accounting .

and Reporting System (Optionalf

1 Scope of organizational boundaries defined byitlestment ratio standard or the controlling
interest standard (reporting company's places dfinless, vehicles, companies subject to
consolidation, construction sites, etc.)

2 Reporting company's places of business

3 Means of transportation owned by the reportinggany

4 Transportation of freight owned by the reportaagnpany (corresponds to Scope 3, Category 4 or
Category 9).

5 Under the GHG Protocol, this is mandatory as e rule. (Exclusions may be established
individually.)
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Table 1-2. Activities covered by the Accountingldeporting System

Use of fuel

Nitrous oxide (N;O)
Use of fuel in facilities and equipment for fuehabustion

Use of electric power supplied by others

Prospecting for and production of crude oil or naltgas

Use of heat supplied by others

Manufacturing of chemical products such as adipid a

Prospecting for and production of crude oil or natgas

Use of anesthetics

Management of livestock excreta

Use of fertilizer on farmland

Cement manufacturing

Use of crop waste as fertilizer on farmland

Quicklime manufacturing

Agricultural waste incineration

Manufacturing of soda lime glass or steel

Factory wastewater processing

Soda ash manufacturing

Processing of sewage, excreta, etc.

Use of soda ash

Ammonia manufacturing

Silicon carbide manufacturing

Calcium carbide manufacturing

Ethylene manufacturing

Use of acetylene derived from calcium carbide
Manufacturing of crude steel using electric furraace
Use of dry ice

Use of aerosol sprays

Waste incineration or use of waste in product mactufing or as|
fuel

Methane (CHs)
Use of fuel in facilities and equipment for fuehtustion

Use of electric power in electric furnaces

Coal mining

Prospecting for and production of crude oil or natgas

Crude oil refining

Manufacturing of city gas

Manufacturing of chemical products such as carbackb
Livestock feeding

Management of livestock excreta

Rice cultivation

Agricultural waste incineration

Land-filling of waste

Waste incineration or use of waste in product mactufing or as
fuel

Manufacturing of chlorofluoromethane (HCFC-22)
Manufacturing of hydrofluorocarbons (HFC)

HFC encapsulation in manufacturing of HFC encapisuia
products such as household electric refrigerators

HFC encapsulation in beginning use of commerced4er,
refrigeration, and air conditioning equipment

HFC recovery and encapsulation in maintenance work
commercial freezer, refrigeration, and air conditig equipment

HFC recovery in disposal of HFC encapsulation potsisuch as
household electric refrigerators

Use of HFC as blowing agent in plastic production

HFC encapsulation in manufacturing of aerosol spemd fire
extinguishing agents

Use of aerosol sprays

Use in of HFCs in dry etching and other proces$ing
semiconductor devices, etc.

Use of HFCs as solvents, etc.

Manufacturing of aluminum
Manufacturing of PFCs

Use of PFCs in dry etching and other processingéariconduct
devices, etc.

Factory wastewater processing

Use of PFCs as solvents, etc.

Processing of sewage, excreta, etc.

Waste incineration or use of waste in product mactufing or as|
fuel

Sulfur hexafluoride (SFs)
Casting of magnesium alloys
Manufacturing of Sk

Sk encapsulation in manufacturing and beginning ussasftrical
equipment such as transformers

Use of electrical equipment such as transformers

Sk recovery in inspection of electrical equipmenttsaes
transformers

Sk recovery in disposal of electrical equipment sash
transformers

Use of Skin dry etching and other processing for semicotatu
devices, etc.
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Based on the approach taken in the AccountingRembrting System, the scope of
accounting for emissions of owners and tenantaiddlings, etc. is set as follows.

Table 1-3. Scope of accounting for owners andriena Scope 1

Acc%untlng Owner Tenants
y
Common O X
portions
Exclusive VAN O
portions (only equipment under its management authorftf)

I

Double counting by the reporting comparJ

is eliminated.*

* Double counting refers to cases where both tip@nténg company and others included within its
organizational boundaries (such as companies dubjeconsolidation) account for emission
sources that they share.

1.1.2. Accounting methodology

(1) Accounting methods

Accounting is performed by calculation methodsiegjent to those of the Accounting
and Reporting System, as indicated below.

When accounting for emissions activities that ao¢ covered by that system, the
reporting company should use actual measuremergsrésrm calculations using the
methods used in the national inventory of Japadamnestically and internationally
approved emissions accounting methods such aP @€ fuidelines.

At present, the calculation methods under conatder for emissions due to leakage
of coolant during use of refrigeration and air-citieding equipment are as follows.

» Calculating the amount of leakage during everyasgy based on the amount added during maintenance
and the amount recovered:

CO, emissions = {(Amount of coolant added to equipment operatedrduthe <ee (11)
emissions accounting period — Amount recoveredagmaopriately processed ) x
Global warming coefficient }

» Calculating the amount of leakage during everyasg based on leakage rate:

CO, emissions =< [ {(Amount of coolant contained in equipment ogechduring <o (1-2)
the emissions accounting period x Emissions uritevduring use*) — Amount
recovered and appropriately processed } x Globaimireg coefficient ]
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(2)

In accounting for emissions at overseas placdsusinesses, if calculation methods
are specified by systems of the countries wheré glices of business are located,
then those methods are used. If that is not fegsshlculations are performed using
methods based on the IPCC guidelines.

For emissions unit values, please refer to theoRem Emissions Unit Values.

See the greenhouse gas emissions accounting podimg manual of the Accounting
and Reporting System.
http://www.env.go.jp/earth/ghg-santeikohyo/manundkgx.htmil

Amount of activity

The amounts of activity used in calculations unther Accounting and Reporting
System may be used.

See the greenhouse gas emissions accounting jpmdimg manual of the Accounting

and Reporting System.
http://www.env.go.jp/earth/ghg-santeikohyo/manundkgéx.htmi
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1.2.

1.2.1.

Energy-derived indirect emissions: Scope 2
Scope of accounting

Scope 2 covers emissions from the use of heakeksudric power purchased by the
reporting company in Japan and overseas. Alony Bitope 1 as described in
section 1.1, it has similar coverage to the Accmgnand Reporting System under
the Global Warming Countermeasures Act in caseepdrting by a company alone.
However, it also includes emissions from the usefadgilities and construction
machinery at construction sites using electriaty,well as emissions, etc., from the
use of company-owned passenger cars using elégctaticompanies other than
transportation companies.

In addition, the emission coefficient for eledtyc under the Accounting and
Reporting System includes power transmission losaad in-house power
consumption at power plants (net demand emissi@ifficent), so the scope of
accounting covers all of these emissions from ft@minbustion at power plants
(emissions from in-house power consumption at pgwants, power transmission
losses, and final consumption by utility customers)

Note: Comparison to the GHG Protocol

Under the GHG Protocol, power transmission lossesl in-house power
consumption at power plants are accounted for uQddéegory 3 of Scope 3 (fuel
and energy related activities not included undemp8cl and 2). Meanwhile, under
these guidelines, those emissions are accountednfiter Scope 2, and Category 3
does not cover emissions from power transmissi@sel® and in-house power
consumption at power plants.

Therefore, Scope 2 of the GHG Protocol and Scopd these guidelines do not
cover strictly the same scope of emissions reldtedthe use of electricity.
However, the same coverage is obtained by combisogpe 2 with Scope 3,
Category 3.

There is also a difference in the gases subjeattounting, since Scope 2 of these
guidelines covers carbon dioxide only, while Sc@pef the GHG Protocol is not
limited to carbon dioxide. However, this differenim covered gases is thought to
have practically no effect, because according ® Mational Greenhouse Gas
Inventory Report of Japan, carbon dioxide accotort®ver 99% of greenhouse gas
emissions in the energy conversion sector.

Based on the approach taken in the AccountingReqbrting System, the scope of
accounting for emissions of owners and tenantuiddings, etc., is set as follows.
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Table 1-4. Scope of accounting for owners andrtsnia Scope 2

Acc%untlng Owner Tenants
y

Common

portions © -
Exclusive VAN O

portions (only equipment under its management authorftf)

t Double counting* by the reporting J
company is eliminated.

* Double counting refers to cases where both tip@nténg company and others included within its
organizational boundaries (such as companies dubjeconsolidation) account for emission
sources that they share.

1.2.2. Accounting methodology

(1) Accounting methods

Accounting is performed by calculation methodsiegjent to those of the Accounting
and Reporting System, as indicated below.

For details on emissions unit values, please feféhe Approach to Emissions Unit
Values.

See the greenhouse gas emissions accounting pmdimg manual of the Accounting
and Reporting System.
http://www.env.go.jp/earth/ghg-santeikohyo/manundkgx.htmi

(2) Amount of activity

The amounts of activity used in calculations unther Accounting and Reporting
System may be used.

See the greenhouse gas emissions accounting pmdimg manual of the Accounting

and Reporting System.
http://www.env.go.jp/earth/ghg-santeikohyo/manundkgéx.htmi
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2. Other indirect emissions: Scope 3

2.1.

2.1.1.

Category 1: Purchased goods and services
Scope of accounting

As shown in Fig. 2-1, the scope of accountingGategory 1 consists of emissions
from the stage of resource extraction to the stdgeanufacturing for all goods (raw
materials, parts, purchased items, sales-relatéeriala, etc.) and services purchased
or acquired by the reporting company. Goods anwices indicate all raw
materials, parts, products, and services, etcudihointo the reporting company,
including the types indicated below; however, goadd so on that are not directly
purchased by the reporting company and are beysndontrol may be excluded
from accounting. Transportation from the stageredource extraction to the
primary supplier is also included in Category 1Hoever, transportation from the
primary supplier to the reporting company falls enGategory 4.)

» Raw materials, intermediate products, and finatlpcts purchased or acquired by
the reporting company (including purchased items)

» Software and other services purchased or acqbyelde reporting company

Notes: « Emissions from the extraction and manufacturing, ®f purchased fuel
and energy are calculated under Category 3.

» Category 1 does not include emissions includeceutegories 2-8 as
described below.

» Category 1 includes not only direct procuremeuntlisas goods directly
related to manufacturing of the company's produbts) also indirect
procurement (goods and services that are not tireglated to product
manufacturing).

From the standpoint of accurately determining emiss and managing emissions in
cooperation with suppliers, it would be desiraldeobtain emissions data from all
suppliers involved from the resource extractiomgstto the manufacturing stage of
all goods and services purchased or acquired byregperting company; but in

practice, this is not feasible in many cases bexafishe time burden or in light of

relationships with suppliers. Therefore, in casd®re it is not feasible to obtain
emissions data from suppliers, data is determinedhe physical amounts and
monetary values of goods and services purchasedcquired by the reporting

company, and accounting is performed over a scbpé ihcludes the stage of
resource extraction by using emissions unit valineg go back to the stage of
resource extraction for calculations with such data
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Scope of accounting

‘ Secondary suppli} ‘ Primary supplier
coe ‘ Secondary suppli} ‘ Primary supplier

Secondary suppli} ‘ Primary supplier
L]

on

Reporting
company

Stage of resource extracti

l 11

Fig. 2-1. Scope of accounting in Category 1
2.1.2.  Accounting methodology
(1) Accounting methods

There are two methods of accounting, as followjd] Determining emissions for
goods and services purchased or acquired by tlwetiegp company from the stage of
resource extraction to the stage of manufacturorgefach supplier and combining
these amounts; and [2] Determining data on physicadunts and monetary values for
goods and services purchased or acquired by tloatiregp company and multiplying
those figures by emissions unit values from th@estaf resource extraction to the
stage of manufacturing for the respective goodssandces.

These methods are described below.

[Accounting method 1]

Determining emissions for goods and services pwadhar acquired by the reporting company from the
stage of resource extraction to the stage of matwiag for each supplier and combining these art®oun

CO, emissions < {Emissions* by supplier} -+ (1-1)

* From the stage of resource extraction to theest#fignanufacturing for purchased
or acquired goods and services

[Accounting method 2]

Determining data on physical amounts and monetalyeg for goods and services purchased or acquired
by the reporting company and multiplying those fagiby emissions unit values from the stage of
resource extraction to the stage of manufactumnghfe respective goods and services

CO, emissions = {(Data on physical amounts and monetary valuegifmds and - -- (1-2)
services purchased or acquired by the reportingoaniy) x (Emissions unit value*)}

* Going back to the stage of resource extractigrpfochased or acquired goods and
services
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(2)

2.1.3.

In accounting method 1, emissions are determineddch supplier and then added
up, providing high accuracy of accounting. Howewuis makes it necessary to
obtain emissions data from suppliers, causingaiiffies in cases where suppliers are
unable to determine emissions data and cases whehedata cannot be obtained from
suppliers.

Because accounting method 2 uses data on phgsiealints and monetary values for
goods and services purchased or acquired by tloetiregp company, there is no need
to obtain further data from suppliers, so accounimrelatively easy. Since data on
physical amounts and monetary values for goodssamdces purchased or acquired
by the reporting company is multiplied by emissiamst values from the stage of

resource extraction to the stage of manufactunreccounting method 2, the accuracy
of accounting depends on the appropriateness otdltegories of data on physical

amounts and monetary values determined by the aoynpa well as the emissions
unit values used.

For emissions unit values, please refer to theoRem Emissions Unit Values.
Amount of activity
In accounting method 1, the actual emissions idatallected.

In accounting method 2, amounts of activity areasueed using data on physical
amounts and monetary values for goods and serpigeshased or acquired by the
reporting company during the accounting period.r e sake of accuradyjt is
desirable to use data on physical amounts. Howevenetary values may be used
instead if it is impossible to obtain data on phgsamounts.

Other points for consideration

In cases where the reporting company has proce®atled raw materials, it would

be practically impossible for the scope of accaumtio include the entire flow of

activities prior to recycling. Accounting must lmited to a certain scope. There
are various approaches to this kind of limitatiand it is not feasible to prescribe
one specific method; but for example, if the remglprocesses for such raw
materials are included within the scope of accagnin this category, the recycling
process is then recorded under Category 1 by tteeviag side, and under Category
5 or Category 12 by the emitting sitle.(See details under Categories 5 and 12.)

Franchisees may optionally include Scope 1 andhi8stons of the franchisor under
Category 1 (purchased goods and services).

” In the area of materials in particular, a compaftgn receives many different types of raw materiahd prices of raw
materials may vary widely on the global market. r&fi@re, the use of physical amounts of materiakhadasis for
determining amounts of activity is basically corsit to be more appropriate.

8 There exist a variety of approaches concernindnémelling of recycled materials, including the agmh of having the
emitting side account for activities up to the stafipreparation for recycling while the receiviside accounts for the
recycling stage, or the approach of having eitmer side or the other account for the recycling @ssc In yet another
approach, the scope is not divided, and, the coyntheat processed and manufactured virgin matesiadsunts for
emissions up to the final disposal stage inclugiragesses after recycling. Therefore, continuedysis needed
concerning the handling of recycled materials.
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2.2.

2.2.1.

2.2.2.

(1)

Category 2: Capital goods
Scope of accounting

The scope of accounting under Category 2 consi$tsemissions from the

construction, manufacturing, and transport of @pyoods purchased or acquired
during the accounting period. Emissions from thee wf capital goods are
accounted for under either Scope 1 or Scope 2.

Capital goods are final products having a lonleshfetime, used by a company for
the manufacturing of products, provision of sersjceor sale, storage, and
transportation of goods. They are treated as fixgskets in financial accounting.
Examples include equipment, machinery, buildingagilities, and vehicles.
Procurement of other goods and services besidegalcamods is included in
Category 1.

This category includes emissions from raw materiahufacturing and transport at
all of the reporting company's facilities (factajeffices, stores, etc.), equipment,
buildings, etc., as well as emissions during camsion (including wastes). In
cases of renovation of existing facilities leasednt other entities as a tenant,
accounting covers only the renovation portion fiotedecoration, machinery, etc.).

Accounting methodology
Accounting methods

There are three methods of accounting, as folloW&] Determining emissions from

raw material procurement to manufacturing for eaepital good purchased or
acquired by the reporting company, and combiniregeéhamounts; [2] Obtaining data
from capital good suppliers on Scope 1 and 2 eomssrelated to capital goods,
weight and transport distance of raw materials, amdght of waste, etc., and

combining these for each item; and [3] Determirting weight, sale units, or amount
of expenditures for purchased capital goods anchaghg emissions on that basis.

These methods are described below.

[Accounting method 1]

Determining emissions from raw material procurememhanufacturing for each capital good purchased
or acquired by the reporting company, and combittege amounts

CGO;, emissions = {(Amount purchased x Supplier's unique emissiomsvalue by - -- (2-1)
capital good*)}
* These are the unit values in cases where highighle GHG inventories, product

carbon footprints, or internal LCA reports haverbpespared; they cover

emissions from the stage of resource extractidhdstage of manufacturing.

[Accounting method 2]

Obtaining data from capital good suppliers on Scbpad 2 emissions related to capital goods, weight
transport distance of raw materials, and weighwadte, etc., and combining these for each item
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CGO, emissions = (Suppliers' Scope 1 and 2 emissions related tibat@gmods*) < (2-2)
+ X {(Amount or value of raw materials brought in)&nlissions unit value)}

+ X {(Raw material transport amount) x (Emissions waitue)}

+ X {(Weight of wastes related to capital goods) x {&Sions unit value)}

* This includes energy consumption such as elatstramd fuel during construction,
etc.

[Accounting method 3]

Determining the weight, sale units, or amount gfenditures for purchased capital goods and estigati
emissions on that basis

(2)

CO, emissions = {(Weight of capital goods) x (Emissions unit value .- (2-3)
or X {(Sale units of capital goods) x (Emissions uratue)}
or X {(Price of capital goods (construction expensagfmissions unit value)}

* Each of the company's capital goods may be adeouior using any of the above
formulas.

In accounting method 1, if the supplier has pregax highly reliable GHG inventory,
product carbon footprint, or internal LCA report ach capital good, accounting may
be based on an emissions unit value from the smpptr each capital good.
However, this method is not feasible if the supptias not determined emissions unit
values.

In accounting method 2, if the supplier has ndérined emissions for each capital
good, then accounting is performed by determiniogp® 1 and Scope 2 emissions
related to the capital good from the supplier, aheieing the raw materials brought
into the capital good, raw material transport dists, wastes, etc., and using
emissions unit values in calculations. For tramgion, the accounting methods for
specified consigners are used (see Category 4).

In accounting method 3, the capital good's weighte units, or price (construction
expenses) is determined for use in calculationk Wi¢ corresponding emissions unit
values.

For emissions unit values, please refer to theoRem Emissions Unit Values.

Amount of activity

The amount of activity in accounting method 1nsaanount or quantity of purchased
capital goods, namely the number of units of cagiw@ds corresponding to emissions
unit values determined by the supplier.

The amount of activity in accounting method 2he supplier's Scope 1 and Scope 2
emissions and other emissions including amountawimaterials, transport distances,

and amounts of waste.

The amount of activity in accounting method 3hie tapital good's weight, sale units,
or price (construction expenses).
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2.2.3.

Other points for consideration

Concerning the time scope subject to accountiegdd and timing for recording of
emissions), actual emissions from construction madufacturing are calculated for
capital goods built or manufactured within the actong period. In cases where
construction or manufacturing occurred over multipears, emissions are recorded
in the final year when construction or manufactgnvas completed. If large assets
are purchased only once every several years,dhidts in fluctuations in emissions
from year to year. A business should provide bletanformation about this in their
reports (indicating that such emissions are anpae or that it did not invest in the
asset, etc.).

Further study is needed concerning the handlingrofssions in cases where a
company has acquired a used asset (such as angkigilding).

Possible accounting methods:

1. The party acquiring the used asset is considerbdue zero emissions.

2. The party acquiring the used asset is considerbdie the same emissions as if it were a néw
asset (double counting).

3. At the time of sale, the party which acquired tesed when it was new calculates negative
emissions in the year of sale by deducting an anpnaportional to the period of use, and th

party which acquired the used asset records tina semount in the year of acquisition (the
same year as the year of sale by the party whighiged the asset when it was new).

4. At the time of sale, the party which acquired thsed when it was new corrects its emissions
for the year of new acquisition by deducting an antgroportional to the period of use, and

D

the party which acquired the used asset recordséimae amount in the year of acquisition.
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2.3. Category 3: Fuel and energy related activitiesot included in Scope 1 or 2
2.3.1. Scope of accounting

The scope of accounting under Category 3 consiktapstream side emissions
(resource extraction, production, and transpomatiwom fuel purchased by the
reporting company and upstream side emissionsyres@xtraction, production, and
transportation) from the manufacturing process letteacity and heat (steam, hot
water, and cold water) purchased by the reportorgpany in the fiscal year subject
to accounting.

Emissions from the use of electricity and heatcpased or manufactured by the
reporting company correspond to Scope 2 or Scaguidsions, and are not included
under Category 3.

Table 2-1. Scope of accounting for use of eleityric

Scope of accounting Ref.: GHG Protocol
Emissions | Ejectric power Utility Electric power Utility
companies customers companies customers
S | Resource extraction,
B | production, and
g | transportation of fuel 51CQ, oo s || o | e
g_ used to generate gory gory gory gory
q;) electricity
8 | Use of fuel to 100 tCQ Scope 1 (before = Scope 1 =
2 | generate electricity allocation under
i3] the Accounting
ﬁ and Reporting
System)
(after allocation
c . L under the Sooj s
S Consumption within 5 tCO, Accounting and (Accounting Scope 3,
g- the power plant Reportingg and Reporting Category 3
§ System) System)
§ Scope 2
© | Power transmission _ (Accounting Scope 3,
§_ loss — SICQ and Reporting Category 3
o System)
B Scope 2
w . . . _ (Accounting _
Final consumption by 90t CQ and Reporting Scope 2
System)
* Notes:
1. The numerals shown here are for illustration puepamly, and do not represent actual figures.

2. This table shows the Scope and Category under tpgdelines. In addition, reporting under
the Accounting and Reporting System is shown ieipidieses.

3. Under the Accounting and Reporting System, whikcteic power plants are required to report
in-house consumption, utility customers are requieuse a net demand emissions coefficient,
resulting in double counting.
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2.3.2.  Accounting methodology
(1) Accounting methods
In the case of fuel purchased by the reportingpaomy, data on physical amounts and
monetary values of fuel purchased by the reportogpany are multiplied by
emissions unit values from the stage of resourt&ebion to the transportation stage.
Specifically, accounting is performed as follows.
CGO;, emissions < {(Data on physical amounts and monetary valueduer < (3-D

purchased by the reporting company) x (Emissiorisvatue*)}
* From the stage of resource extraction to thegpartation stage for purchased fuel

For electricity, the emissions unit value usedaatounting depends on the type of
contract.

In cases where electricity is procured from a poeempany under an ordinary
contract, if the contract does not specify the tgbgower source, calculations are
based on the average emissions unit value for resoextraction, production, and
transportation of fuel for all power sources.

CO, emissions = {(Reporting company's received power input datédverage - -- (3-2)
emissions unit value for all power sources)}

In cases where electricity is procured under draghthat specifies the type of power
source, the emissions unit values for resource aetxdm, production, and
transportation of fuel are based on the type ofggosource. The specific formula is
as follows.

CO, emissions = {(Reporting company's received power input datayipe of -+ (3-3)
power source) X (Emissions unit value by type ofiposource)}

Heat is calculated according to two types, indalststeam and hot/cold water,
regardless of the contract suppliers.

CO, emissions =< {(Reporting company's received heat input datégmissions - -- (3-4)
unit value)}

(@)

For emissions unit values, please refer to theoRem Emissions Unit Values.

Amount of activity

The amount of activity consists of the amount wélfpurchased by the reporting
company during the accounting period and the amainelectricity and heat

purchased from other parties and brought into #@onting company during the
accounting period. For electricity, the amountaetivity may be the same as the
amount of activity under Scope 2; and the typesosfer sources are also identified in
cases where it is possible to determine usage Wwgpsource.
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2.4.

2.4.1.

on

Stage of resource
extract

| company
oo -‘ Transport H| Primary supplier || : ‘ Transport H| Intermediary |H Transport P

Category 4: Transportation and delivery (upsteam)
Scope of accounting

The scope of accounting under Category 4 cons$td1l] Emissions from
distribution (transport, cargo handling, and ste)agf goods and services purchased
in the fiscal year subject to accounting (emissivoms distribution on the upstream
side of the reporting company) and [2] Other emissifrom distribution services
(transport, cargo handling, and storage) purchasethe fiscal year subject to
accounting (distribution between the reporting camyps facilities and distribution
on the downstream side of the reporting companybhis does not include
distribution performed by the reporting companglit®r emissions at the reporting
company's facilities (determined under Scope 1%empe 2). Cargo handling and
storage at pass-through distribution bases (transdaters) such as distribution
centers and cargo handling sites where cargo ig loahdled briefly, as well as
distribution centers that include distribution peesing, may be excluded from this
category.

As shown in Fig. 2-2, as a general rule, type ¢bhsists of emissions from
transportation between primary suppliers and thepomeng company.

Transportation between primary suppliers and tipenteng company also includes
the following.

* Emissions from transportation between direct seppl and the reporting
company beyond the scope of ownership rights

» Emissions at warehouses and terminals

* Emissions from empty haulage on return trips (8#e below)

In cases where a reporting company both purchgeeds and services and orders
distribution services for them, the scope of thasegory covers one or the other,
whichever is broader. Therefore, even if an ineiary agent of a trading firm,
etc., brokers commercial transactions, such asrrainging for direct distribution
from the manufacturer, the scope of accountinguohe$ transportation from the
manufacturer of goods and services procured byejbarting company.

Scope of accounting

‘ TS H| Primary supplier "‘

e+ +| Transport H| Primary supplier "-‘ Transport H| Warehouse |H‘ Transport P

Reporting i

Orders for
distribution
services

Orders for distribution services

; Transport b Other

Fig. 2-2. Scope of accounting in Category 4

Type [2] consists of emissions from distributicensces ordered by the reporting
company for transverse transportation among thertieg company's facilities or
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distribution on the downstream side. The geneualress practice in Japan is that
the shipper is often responsible for the costssifidution to the delivery destination
of an order. Therefore, the downstream side itz in this category in many
cases.

In the case of a distribution company, this catggmcludes emissions from
distribution services subcontracted to anotheridigion company.

Note: Handling of empty haulage on return trifes {ypes [1] and [2])

Empty haulage on return trips is subject to actiagrif the following conditions are
met, regardless of ownership.

e If the contract with the transport company is lyet periods and based on
vehicles (by the number of trucks, not the amodirfitadght)

» |If the contract is by transport zones and basedhennumber of vehicles, but
freight transport for other parties would not balistically possible because of the
contract format

The table below shows how this relates to the igoes's scope of accounting under
the Global Warming Countermeasures Act (Accounéing Reporting System) and
the Energy Conservation Act.

Table 2-2. Relationship to consigner's scope ofoagting under the Global
Warming Countermeasures Act (Accounting and RepgiEystem) and
the Energy Conservation Act

Classification of transportation Included under the
Global Warming v chai
Countermeasures Supply chain
Type of freight | Freight ownership| Flow of freight Payment of emissions
yp 9 9 P 9 transport fees? Act (Energy
Conservation Law)
Yes O Category 4
Upstream
No O* Category 4
Yes
Yes O Category 4
Downstream
*
Transport of No O Category 9
general freight Yes X * Category 4
Upstream
No X Category 4
No
Yes X * Category 4
Downstream

No X Category 9
Transport of - Downstream Emltter§ scope of Category 5

wastes responsibility

* Under the Global Warming Countermeasures Act @Aoting and Reporting System) and the
Energy Conservation Act, the scope may be set fthm standpoint of freight transport
arrangements and fee payment, etc. if the scopmvoership does not correspond to the actual
situation.
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2.4.2.
1)
[1]

Concerning the sources of emissions that are edvender this category, emissions
from the combustion of fuel and use of electri@tg to be included without fail, but
it is desirable to include emissions from coola@atkage as well.

Accounting methodology

Accounting methods

Transportation

For domestic transportation, accounting is basedhe accounting method for
specified consigners in the Accounting and Repgr@aystem. Specifically, the
following formulas are used.

[Fuel method: <. (4-1)
CO, emissions = (Amount of fuel usage x Emissions unit value)

[Fuel consumption methdd: -+ (4-2)
CGO, emissions = (Transport distance / Fuel consumption x Emissigrisvalue)

[Ton-kilometer methodi* ++(4-3)

*

For trucks: CQemissions = (Ton-kilometers transported x Unit value of fushge for
the ton-kilometer method x Emissions unit value)

In the above formula, the emissions unit valuegsal to (Unit calorific value x
Emission coefficient x 44/12).

For railroads, ships, and aircraft: ¢€€missions = Ton-kilometers transported x -+ (4-4)
Emissions unit value by mode of transport with tihre-kilometer method

With the ton-kilometer method, emissions from emmylage on return trips cannot be
calculated.

Here, the emissions unit value for fuel consumptad electricity may be either a
unit value based on emissions during fuel combnostioa unit value based on life
cycle emissions, but this should be applied asistergly as possible throughout
this category, and the approach used in the apphedsions unit value should be
clearly stated.

For emissions unit values, please refer to theoRem Emissions Unit Values.
If it is not feasible to use the above calculatimethod because the amount of fuel
usage, distance transported, etc., is unknownulzdions can be based on a raw

materials transport scenario.

For example, this could be the raw materials frartsscenario of the Carbon
Footprint of Products Pilot System, which is asol@k.

® From the standpoint of ensuring coverage of agtamounts, it would be possible to perform caltiates for
transportation overall using unit values on thésasmonetary amounts listed in 3EID, based orctireespondence table
by industry, similar to Category 1. However, imterof accounting accuracy, it is assumed thawthisid be inferior to
the calculation method for specified consignersenriide Accounting and Reporting System.  This shbaltiandled by
methods such as adopting the calculation methospfecified consigners with respect to the conslgmpartion, based on
accounting accuracy and coverage rates, etc.
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» Domestic transportation: One-way transport of &@® using a 10-ton truck
with a loading ratio of 50%.

* International transportation: The domestic tramsion scenario (land
transportation both before and after ocean tramapon) plus ocean
transportation using a bulk shipping vessel (up@®00 DWT), with the ocean
transportation distance based on a database @ihded between countries and
regions.

When establishing scenarios, please check to enthat emissions are not
undercounted in relation to distances to procurénsenrces, types of vehicles
delivering goods to the reporting company's distidn bases, etc.

The relevant types of equipment concerning codleakage are air conditioning
units in means of transportation (car air condiies) and transportation
refrigeration units that are used for refrigeratad frozen freight. In Japan,
emissions from the use of car air conditionersamesidered to be very small in
comparison to emissions from the use of fuel, arg e omitted. It would be
desirable to determine emissions for transportatedrgeration units that are used
for refrigerated or frozen freight, but it is expett that data will not be easily
available in most cases, so for the time being, ittty be omitted.

[2] Bases (cargo handling, storage, and sales)

Emissions from the use of energy in cargo handlisiprage, and sales at
distribution bases and sales bases are calculatiedl@vs.

[Fuel] -+ -(4-5)

CO, emissions = {Amount of fuel usage x Emissions unit value (=itbalorific value x
Emission coefficient x 44/12)}

[Electricity] -+ (4-6)
CO, emissions = (Amount of electric power usage x Emissions unite)

For cases where emissions from coolant leakagadltire use of refrigeration and
air conditioning equipment at such bases are imdud accounting, the following
calculation methods are under consideration aptagent time.

- Calculating the amount of leakage during everydssg/hased on the amount added during - --(4-7)
maintenance and the amount recovered:

CO, emissions = {(Amount of coolant added to equipment operatedrduthe emissions
accounting period — Amount recovered and appraglyigirocessed ) x Global warming
coefficient }

« Calculating the amount of leakage during everydsg/hased on leakage rate: - +(4-8)

CO;, emissions =< [ {(Amount of coolant contained in equipment ogerhduring the
emissions accounting period x Emissions unit valueng use*) — Amount recovered and
appropriately processed } x Global warming coefiti]

If calculations by the above methods are not lesifigures may be converted
from the amount of products (volume or number digps, etc.).
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(2) Amount of activity
[1] Transportation

The amount of activity is the amount of fuel usagransport distance, and
ton-kilometers transported during the accountingoge

[2] Bases (cargo handling, storage, and sales)

The amount of activity is the amount of fuel usagel amount of electric power
usage during the accounting period.

2.4.3. Other points for consideration
[1] Transportation
In cases of calculation by the fuel method orftlet consumption method for joint
transport and mixed loading, the approach to epmssaccounting for consigners

under the Accounting and Reporting System is agdpés indicated below.

Table 2-3. Standard method of allocating,@missions by consigner

Transport zones are classified according to freight
combinations. For each transport zone, @@issions
are allocated by freight weight (tons) for each mo#l
transport, and added up for the total distanceeteav
between points.

Method of allocation by freight
Standard method | weight (tons) for each transport
(future goal) zone (recommended method as
goal)

()

Standard method (atMethod of allocation by amounts| CO, emissions are allocated by amounts transported
present) Ttransported (ton-kilometers) (ton-kilometers).

Table 2-4. Alternative method of allocating £€missions by consigner

CO, emissions are allocated by freight weight (tois) f
amounts shipped, etc. Itis anticipated thatwhdsald be
used for deliveries and fixed-zone transportation.

Alternative method| Method of allocation by freight
A weight (tons)

Method of allocation by transport
costs (simple method when no | CO, emissions are allocated by transport costs.
other options exist)

Alternative method
B

Notes:
1. In the case of allocation by zones, equal resalte produced by ton allocation and
ton-kilometer allocation.
2. If load amounts are determined in terms of ciéypazapacity may be used instead of tonnage.
3. If a shipment receiver is not able to deterntornage, allocation could also be based on the
number of cases, number of items, and distancepcated.
Source:  Joint guidelines on methods for calculataghon dioxide emissions in the logistics
sector (Ver. 3.0) by the Ministry of Economy, Traaled Industry and the Ministry of
Land, Infrastructure, Transport and Tourism

In cases where the reporting company has partezdpan joint transport as a
shipment receiver, if the fuel method or the fuehsumption method is used,
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accounting is basically the same; however, it wdadddifficult to use the method
of allocation based on transport fees. Thereforegcases where allocation by
freight weight or amounts transported (ton-kilomgteis not feasible, it is
considered that allocation could be based on diractsport distances from the
shipping center to stores.

[2] Bases (cargo handling, storage, and sales)
If base emissions are calculated directly for striiution base that is used by

multiple consigners, it is necessary to allocatessions by consigner. The
following method of allocation is used in such aea

Method of

. Source of emissions Potential applications
allocation
Allocation by area nght!qg a.md air Warehouses u.nd.er contract by area or when usiegtxe
conditioning warehouse building
Allocation by Motive power Warehouses other than the above;
amount of (conveyors, forklifts, Pass-through distribution bases (transfer centers);
distribution etc.) Distribution centers that include distribution pessing
. (In most cases, this will produce about the sarselt®as the
Allocation by . . ; P ;
capacity Refrigerated storage method of allocation by area, since a buildingiBngeheight does

not vary greatly from floor to floor in most cages.

None (simplified

Allocation by fees method)

In cases where the above methods of allocationatréeasible

Notes:
1. Area: Area of the cargo handling sites and thamees used by the consigner for cargo handling and
storage.
Amount of distribution:  Amount distributed by thensigner (tons or cubic meters).
Capacity: Capacity of warehouses used by theigoasfor cargo storage.
2. The shaded area indicates the method whichpisoted to be generally used.
Source: Joint guidelines on methods for calculattagbon dioxide emissions in the logistics sector
(Ver. 3.0) by the Ministry of Economy, Trade andduistry and the Ministry of Land,
Infrastructure, Transport and Tourism

[3] Life cycle emissions from manufacturing of velles and facilities

Life cycle emissions from the manufacturing of ietds and facilities may be
included in this category.

2.5. Category 5: Waste generated in operations

2.5.1. Scope of accounting
The scope of accounting under Category 5 conefsé&nissions from disposal and
processing by parties other than the reporting @mymf wastes generated from the
reporting company's business activities (excludivastes sold for compensation).

It includes emissions from the transportation ofiga.

Specifically, the scope of accounting in Catedgong the flow of disposal of wastes
emitted from the reporting company (boxed areahim lower right of Fig. 2-3).
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In-house disposal, such as recycling within the gany's own processes, is recorded
under Scope 1.

In the case of recycling of wastes, it would bagtically impossible for the scope of
accounting to include the entire flow of activiti@&er recycling. Accounting must
be limited to a certain scope. As in the case afe@ory 12, there are various
approaches to this kind of limitation, and it is feasible to prescribe one specific
method. One possibility would be to limit the seaf accounting to emissions up
to preparations for recycling (transport, disasdgmobrushing, and sorting), as
shown in Fig. 2-4. (For example, in the case afkft containers and packaging,
the scope of accounting for the waste emitting siulds at the stage of baling, while
the scope of accounting for the receiving side megiith the stage of pelletization.)
Another possibility would be to include the entiexycling process in the scope of
accounting™

Closed recycling via other companies
— Accounting under Category 1

ERecycIing within the reporting compan
Eown processes
'—  Accounting under Scope 1 or Scope 2

S

A I Saleablel T Wastes
J i wastes! | =

'

1 | S P .

| +e. | Transportali Transporta: Transportas Transportat , , , | |Waste transportation
' p \ : i

1 1

1 '

1 tion ;: tion . tion & tion — Accounting under Category 5 (treated as

Saleable wastes o T B optional)
covered. v b - _
' oo e Waste disposal
I Il Lh | uf .
! cos ! Recycling!i Recycling !_- coe — Accounting under Category 5
' = i F

)

* In the case of recycling of wastes, the scopaagbunting on the side of the waste emitting
company is as shown below. (See Category 12 faiilde

Fig. 2-3. Scope of accounting in Category 5

10" Continued study is needed concerning the handfimgaycled materials because there exist a vadgapproaches,
including an approach in which the scope is noidéig, and the company that processed and manudactingin materials
accounts for emissions up to the final disposaestacluding processes after recycling.
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If the scope of accounting ends at the stage n§prart, disassembly, crushing, and sorting:

The scope of I
accounting ends herE>

Stage of preparations for
recycling (transport,
disassembly, crushing, ani

sorting) 1

procurement
stage
Production
stage
Logistics and
sales stage
Use and
maintenance
stage

8
=
3
£
z
o4

Recycling stage
(manufacturing of
recycled raw

|

I Disposal stage
I materials)

I

1

Production
stage
sales stage
Use and
maintenance
stage

Logistics and

If the scope of accounting is the entire recyclingcess:

The scope of |
accounting ends herg>I

& 9 8 2 % Stage of preparations for| Recycling stage
‘g % Z 8 E 8 < % _ recycling (transp_ort, (manufacturing of
13 gag z 3 £ disassembly, crushing, an| recycleg:l raw
5 48 °F sorting) materials)

Disposal stage

c
2
85

S8
83

=
x

Logistics ani|
sales stag
Use and
maintenanc
stage

Fig. 2-4. Approach to limiting scope of accountihg/astes are recycled (example)

2.5.2.  Accounting methodology

(1) Accounting methods

In cases where actual figures on disposal/reayctian be determined (processing
methods by type of waste, etc.), the following rnoettis used to calculate emissions.

CGO, emissions = {(Amounts of processed/recycled waste, by typavaste and processing - --(5-1)
 method) x (Emissions unit value for the type of teand processing method)*} i

* Emissions unit values are determined for each ¢fpeaste and each processing method.

In cases where actual figures on disposal/reaydai@nnot be determined, emissions
are estimated by multiplying the fees charged byawwounts consigned to waste

disposal/recycling companies by emissions unitesloased on standard scenarios for
each type of waste.

Standard scenarios could be established witheeéerto processing rates throughout
Japan for each type of waste and each processitigpche

CO; emissions =< {(Acceptance fees (or amount) of processed/redyalaste) x (Emissions ---(5-2)5
! unit value)} !



(@)

2.6.

2.6.1.

For emissions unit values, please refer to theoRem Emissions Unit Values.  For
waste transportation accounting methods, please t@Category 4.

Amount of activity

In cases where actual figures on disposal/reayctian be determined (processing

methods by type of waste, etc.), the amount ofviagtis the amount of waste
processed or recycled for each type of waste aod peocessing method. In cases
where such data cannot be determined, the costasié processing (or amounts) and
costs of consignment for recycling (or amounts)usthde determined as amounts of
activity.

Category 6: Business travel
Scope of accounting

The scope of accounting under Category 6 consistemissions from fuel and

electric power consumption in means of transpamatised in the movement of
regularly hired workers of the reporting companyoiperations such as business
travel. However, this does not include movemeimigugehicles, etc., owned by the
reporting company (determined under Scope 1 or &2pp

Here, "regularly hired workers" refers to regufagimployed persons as specified in
the Accounting and Reporting System, and also deguworkers of consolidated

companies that are included in the reporting compascope of accounting.

Workers of franchise chains and tenants' emplogezgot subject to accounting, but
may be optionally included.

Emissions from lodging facilities where workeraystluring business travel may also
be included in this category.
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Persons who, as of April 1* of the year precedihg year of emissions reporting, are employed for [an
indefinite period of time or for a fixed period ofore than one month (persons who are "regular grepky
for a continuous period of more than one monthhave been employed for at least 18 days in eatheof

mefinition of "regularly hired workers"]

months of February and March of that year (inclgdpart-time workers or casual staff in some cases).
* Adifferent date may be specified if the compauses a different period for its accounting year.

The table below provides examples of persons cduaseregularly hired workers (indicated with a ¢he

mark).
Persons Labor P ersons Subcontracted

| di hed b d dispatched labor f
Executives Regular Temporary ispatched to | subcontracte from other abor from

employees workers other firms to other firms other
(secondees) companies companies

(secondees)
X O X X X O O

.

* An executive who is engaged in certain dutiesiasember of the clerical or labor staff, and isuset
according to the same salary rules as regular gree§) is counted as a regularly hired worker.

2.6.2.

(1)

Accounting methodology

Accounting methods

T

/

The following method is used if it is possibledetermine the distances traveled by
each mode of transportation (passenger aircrassgrager railways, passenger ships,
and automobiles) or amounts of fuel consumed irkeromovement.

[Passenger aircraft, passenger railways, passehmigsr and automobiles, efc.:
= (For each mode of transpoi)(Passenger-kilometers x Emissions unit

CO, emissions

value)

e (6_1)

Here, "passenger-kilometers" indicates (for eactie)o X (Number of passengers x Passenger
transport distance).

[Automobile$

(Fuel method:

CGO, emissions = {Amount of fuel usage x Emissions unit value (=itralorific value x
Emission coefficient x 44/12)}

(Fuel consumption method:

CO, emissions = {Transport distance / Fuel consumption x Emissionis value (= Unit
calorific value x Emission coefficient x 44/12)}

.o .(6_2)

.o .(6_3)

Here, the emissions unit values for fuel, eleitiri@and modes of transportation may
be either a unit value based on emissions duriagdombustion or a unit value based
on life cycle emissions, but this should be applesl consistently as possible
throughout this category, and the approach usdetiarapplied emissions unit value
should be clearly stated.
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If determination and calculation using the abovethuds is not feasible, in cases

where public transportation is used, accountingbé&sed on amounts paid for
transportation fares (for each mode of transp@mdti

CO, emissions = (for each mode of transpor}) (Expenditures for transportation fares x -+ (6-4)
Emissions unit value)

If transportation costs by mode of transportatéasa unknown, accounting may be
based on the ratios of use of each mode of trategpmr from sampling surveys, etc.

If emissions from lodging during business traved ecluded, the following formula
could be used.

CO, emissions = (Number of overnight stays x Emissions unit valuelodging facilities) -+ +(6-5)

(2)

2.6.3.

2.7.

2.7.1.

For emissions unit values, please refer to theoRem Emissions Unit Values.
Amount of activity

In accounting for emissions from worker movemd#m, amount of activity consists of
passenger-kilometers by each mode of transportgpassenger aircraft, passenger
railways, passenger ships, and automobiles), amooinfuel consumed in worker
movement, or expenditures for transportation coslisemissions from lodging are
included, the amount of activity is the number wémight stays.

Other points for consideration

When employees use their own private vehicledbiminess related movement such
as sales activities, the operation of such vehideaslso included in this category.

Life cycle emissions from manufacturing of vehiclasd facilities may also be

included in this category.

Category 7: Employee commuting
Scope of accounting

The scope of accounting under Category 7 consitemissions from fuel and
electric power consumption in means of transpamatused for commuting to
factories or places of business by regularly hiwedkers of the reporting company.

However, movement by company owned vehicles ackidgd. (Calculated in Scope
1 or Scope 2)

Here, "regularly hired workers" refers to regutagimployed persons as specified in
the Accounting and Reporting System, and also deguworkers of consolidated

companies that are included in the reporting compascope of accounting.

Workers of franchise chains and tenants' emploge®got subject to accounting, but
may be optionally included.
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Emissions from telework may also be included is tategory.
2.7.2. Accounting methodology
(1) Accounting methods

The following method is used if it is possibledetermine the distances traveled by
each mode of transportation (passenger aircrassgrager railways, passenger ships,
and automobiles) or amounts of fuel consumed irkermovement.

[Passenger aircraft, passenger railways, passelmgsr and automobiles, efc.: <o+ (7-1)

CGO, emissions = (For each mode of transpof)(Passenger-kilometers x Emissions unit
value)

Here, "passenger-kilometers" indicates = (For @aate) X (Number of passengers x
Passenger transport distance).

[Automobile$ - (7-2)
(Fuel method:

CO, emissions = {Amount of fuel usage x Emissions unit value (=itralorific value x
Emission coefficient x 44/12)}

(Fuel consumption methagd: NS

CO, emissions = {Transport distance / Fuel consumption x Emissionis value (= Unit
calorific value x Emission coefficient x 44/12)}

Here, the emissions unit values for fuel, elett{riand modes of transportation may
be either a unit value based on emissions duriabdombustion or a unit value based
on life cycle emissions, but this should be applesl consistently as possible
throughout this category, and the approach usetianapplied emissions unit value
should be clearly stated.

If determination and calculation using the abovethuds is not feasible, in cases

where public transportation is used, accountingbé&sed on amounts paid for
transportation fares (for each mode of transpamati

CGO, emissions = (for each mode of transpor}) (Expenditures for transportation fares x <o (7-4)
Emissions unit value)

If transportation costs by mode of transportatesa unknown, accounting may be
based on the ratios of use of each mode of trategpmr from sampling surveys, etc.

If emissions from telework are included, the fallog formula may be used.

CO, emissions = (For each type of energy) (Amount of fuel usage x Emissions unit value) ---(7-5)
+ (Amount of electricity usage x Emissions unitusgl

For emissions unit values, please refer to theoRem Emissions Unit Values.
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2.8.

2.8.1.

Amount of activity

In accounting for emissions from worker commutittge amount of activity consists

of distances traveled by each mode of transportafg@assenger aircraft, passenger
railways, passenger ships, and automobiles), ammooinfuel consumed in worker
movement, or expenditures for transportation costs.telework is included, the
amount of activity is the amount of energy usage.

Category 8: Leased assets (upstream)
Scope of accounting

Accounting covers emissions from the operatiorasdets leased to the reporting
company. However, because all emissions from pegation of leased assets used
by the reporting company are subject to accountinger the Accounting and
Reporting System, leased assets that are alreadyrated for under the Accounting
and Reporting System should be calculated undepeséoand 2. Meanwhile, the
reporting company should decide whether to hareliedd assets that are not subject
to the Accounting and Reporting System, such asclkeshrented under short-term
leases, as emissions under Scope 1 and 2 or as@misinder Scope 3, based on the
following.

In accounting for emissions from the use of leaasskts, it is important to avoid
double counting among the respective scopes byetsar company and the renter
company. Specifically, the reporting company stodecide which portions of
Scopes 1, 2, and 3 are subject to accounting, basetiable 2-5 and Table 2-6.
Also, in cases where the company owns leased amsgt®ases them to others, such
emissions are accounted for under Category 13.

Here, financial/capital leases and operating kease defined as follows. This
approach is based on the Corporate Value Chairpé€S8pAccounting and Reporting
Standard.

Finance/capital lease: The renter company mayab@éehe asset, and is liable for
all risks and entitled to all benefits associateithvownership of the asset.
Assets leased under a capital lease or a finaase lgre considered to be wholly
owned assets of the renter company in financiab@aating, and are recorded on
the balance sheet.

Operating lease: The renter company may operatesket (building or vehicle,

etc.) but is not liable for risks or entitled tonedits of asset ownership. A lease
other than a capital lease or a finance leasassified as an operating lease.
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Table 2-5. Types of lease agreements and scopobiating, from renter

company's standpoint

Organizational
boundary standard
selected

Type of lea

se agreement

Finance/capital lease

Operating lease

Investment ratio
standard or financial
control standard

The renter company has ownership and
financial control of the leased assets. Therefg
emissions from fuel combustion are in Scope
and emissions from use of purchased electrig
power are in Scope 2.

The renter company does not have ownership
rer financial control of the leased assets.
Trherefore, emissions from fuel combustion and
emissions from use of purchased electric power
are in Scope 3 (leased assets, upstream).

Management control
standard

The renter company has management contrg
the leased assets. Therefore, emissions from
fuel combustion are in Scope 1, and emissior
from use of purchased electric power are in
Scope 2.

| ®he renter company has management contrql of
the leased assets. Therefore, emissions from

nfuel combustion are in Scope 1, and emissions
from use of purchased electric power are in
Scope 2.

Source: Corporate Value Chain (Scope 3) Accouraimd)Reporting Standard, WRI & WBCSD

Table 2-6. Types of lease agreements and scopo@iating, from lessor

company's standpoint (covered by Category 13)

Organizational
boundary standard
selected

Type of lease agreement

Finance/capital lease

Operating lease

Investment ratio
standard or financial
control standard

The lessor company does not have ownershi
or control of the leased assets. Therefore,
emissions from fuel combustion and emissiof
from use of purchased electric power are in
Scope 3 (leased assets, downstream).

pThe lessor company has ownership and
financial control of the leased assets. Therefg
nemissions from fuel combustion are in Scope
and emissions from use of purchased electrig
power are in Scope 2.

Management control
standard

The lessor company does not have ownershi
or control of the leased assets. Therefore,
emissions from fuel combustion and emissior
from use of purchased electric power are in
Scope 3 (leased assets, downstream).

pThe lessor company does not have ownership
or control of the leased assets. Therefore,

nemissions from fuel combustion and emissions
from use of purchased electric power are in
Scope 3 (leased assets, downstream).

Source: Corporate Value Chain (Scope 3) Accouraimd)Reporting Standard, WRI & WBCSD

2.8.2.

(1)

Accounting methodology

Accounting methods

The following method is used to calculate emissidtom the operation of assets
leased to the reporting company if it is possiblel¢termine energy consumption by
type of energy for each leased asset.

CO, emissions = (Consumption by energy type in leased assets s&aoms unit value by

energy type)

.. .(8_1)

* In cases where it is necessary to allocate enemggunption in an asset because the asset
leased to the reporting company is a portion ofmtire asset, such as cases where the
reporting company is a tenant of an office buildiegergy consumption should be allocated
by means such as the area ratio.
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If it is possible to determine energy consumption each leased asset, but the
proportions of consumption by type of energy arknamvn, the following method is
used to calculate emissions from the operation ssets leased to the reporting
company.

CGO, emissions = (Energy consumption in leased assets x Emissionvalue as a weighted - --(8-2)
average by energy type)

* In cases where it is necessary to allocate enemggunption in an asset because the asset
leased to the reporting company is a portion ofmtire asset, such as cases where the
reporting company is a tenant of an office buildiegergy consumption should be allocated
by means such as the area ratio.

If calculations using the above methods are naisibde, then calculations are
performed using average emissions unit values basedddices indicating the scale,
etc., of each leased asset (such as total floar ate., in the case of a building).

[For buildings} --+(8-3)
CO, emissions = (Floor area of leased building x Emissions uniuggper unit area)

For emissions unit values, please refer to theoRem Emissions Unit Values.
(2) Amount of activity

The amount of activity is the amount of energystonption in assets leased to the
reporting company, including amounts of electriggnsumption in office buildings
and fuel consumption by trucks.

2.8.3.  Other points for consideration

If a leased asset is leased for only a portiorthef reporting year, the reporting
company should account for only those emissions fitwat lease period.

Also, if a renter company reports on upstream sionis such as the manufacturing
of leased assets, such emissions should be inclodbis category.

2.9. Category 9: Transportation and delivery (downgeam)
2.9.1. Scope of accounting

The scope of accounting consists of emissions fdmwnstream distribution of

products (transport, cargo handling, storage, aaldsys This does not include
distribution performed by the reporting companglit®r emissions at the reporting
company's facilities (determined under Scope lomp8 2). It also excludes cases
where the reporting company orders and pays fosprartation services (calculated
under Category 4). Cargo handling and storageass-ghrough distribution bases
(transfer centers) such as distribution centerscanglo handling sites where cargo is
only handled briefly, as well as distribution cestethat include distribution

processing, may be excluded from accounting. Tramaion and processing of
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waste materials for transport that have been deld/& the downstream side may be
included in the scope of accounting.

The basic approach is to determine data on digiob to consumers from all

industries and all companies. However, in caseeravtsuch data cannot be
determined, accounting is performed for processe€ Aelow from among the

respective matters illustrated in Fig. 2-5. (Hoam\even emissions corresponding
to processes A—C are handled under Scope 1 or Sapdhe case of emissions
from distribution performed by the reporting compaitself or emissions at the

reporting company's facilities, or under Categoryn4cases where the reporting
company orders and pays for transportation seryices

- |
Factory c .
producing E 1
materials and Materials to be discarded 8 1
parts and transported -
|
WeiEee [3] Transport of [4] Processing and -
i |
[2] Storage Waste recycling .
|
|
Manufacturing '%
and processing £
plant Materials to be discarded and 8
transported
Warehouse —
e [8] Transport of [11] Processing and
[6] Storage waste recycling
e I I e |
| 5 |
Retall stores g |
7 | o
7] N S |
| [10] Sales |
| Warehouse |
| [12] Storage :
| Purchasers' |
.......................................... freee |
- __Wp3y utilization— — — — — -
[14] Disposal an| [15] Processing and
recovery — recycling

Note: Not including emissions covered under Scip@cope 2, or Category 4.
Fig. 2-5. Scope of accounting in Category 9
A. If the reporting company has its own factoriesducing materials and parts
As a general rule, accounting covers the procéssansporting produced materials
from the reporting company's production plant te thaterials processing plant, or

Domain | within Fig. 2-5. The specific activitiesubject to accounting are as
follows.
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» Transportation from factories producing matereatsl parts to warehouses and to
manufacturing and processing plants ([1])

» Storage and cargo handling at warehouses ([2])

» Transportation and processing of materials toibeadded and transported ([3], [4])
(optional)

If the reporting company has manufacturing aratessing plants for final products

As a general rule, accounting covers the procégsansporting produced products
from the plant to a retail store or purchaser, omain Il as shown in Fig. 2-5. The
specific activities subject to accounting are doves.

» Transportation from manufacturing and processitantp to warehouses and to
retail stores ([5])

» Storage and cargo handling at warehouses ([6])

» Direct transport between manufacturing and pronggdants and purchasers ([7])

» Transportation and processing of materials toibeadded and transported ([8], [9])
(optional)

» Sales at retail stores ([10]) (based on obtaidetg from retail stores)
In addition to the above, accounting also covhesfollowing with regard to the
kinds of products (large household products, ¢@) are generally delivered from
retail stores.

» Transportation from retail stores to warehousestarpurchasers ([11])

» Storage and cargo handling at warehouses ([12])

If the reporting company has retail stores (idolg companies that conduct sales
without retail premises)

As a general rule, accounting covers the procéssuasporting the goods purchased
and sold by the reporting company to the purchaseQomain Il as shown in Fig.
2-5. The specific activities subject to accountinglude the following scope of
distribution, and are not based on the scope obwatog for consigners under the
Energy Conservation Act.

» Transportation from retail stores to warehoused distribution bases and to
purchasers ([11])

» Storage and cargo handling at warehouses ([12])

» Sales at retail stores ([10])

If a company conducts sales without retail presjiseEcounting covers distribution
from the time the reporting company acquires owmpref the goods until delivery to
the customer. For example, in cases where owneisliansferred from the supplier
at the reporting company's distribution center,triigtion from the reporting
company's distribution center to the purchaser, @jt of [11], and [12]) is subject to
accounting.

Note: Handling of empty haulage on return triggplies to A, B, and C
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Empty haulage on return trips is subject to actingnf the following conditions are
met, regardless of ownership.

 If the contract with the transport company is inyet periods and based on vehicles
(by the number of trucks, not the amount of freight

» If the contract is by transport zones and basedhennumber of vehicles, but
freight transport for other parties would not belistically possible because of the
contract format

The table below shows how this relates to the igoes's scope of accounting under
the Global Warming Countermeasures Act (Accouning Reporting System) and
the Energy Conservation Act.

Table 2-7. Relationship to consigner's scope obaating under the Global
Warming Countermeasures Act (Accounting and Repgi@ystem)
and the Energy Conservation Act

Classification of transportation Included under the
Global Warming .
Countermeasures Supply _chaln
Type of freight | Freight ownership| Flow of freight Payment of v emissions
yp 9 9 P 9 transport fees? Act (Energy
Conservation Law)
Yes O Category 4
Upstream
No O* Category 4
Yes
Yes O Category 4
Downstream
*
Transport of No O Category 9
general freight Yes X * Category 4
Upstream
No X Category 4
No
Yes X * Category 4
Downstream
No X Category 9
Transport of Downstream Emitter's scope of Category 5
responsibility

* Under the Global Warming Countermeasures Act (Aoting and Reporting System) and the
Energy Conservation Act, the scope may be set fthe standpoint of freight transport
arrangements and fee payment, etc. if the scopmvoership does not correspond to the actual
situation.

In cases where products are sold at retail prena@iad purchasers of final products are
the direct transaction partners, emissions from ii@vement of customers for
purchasing purposes may be included in accountiik@r suburban retail premises
and other stores that attract customers, in whigdtoter movement functions as a
substitute for product distribution, it is desimlbd account for customer movement in
order to help determine the overall situation &f supply chain.

Concerning the sources of emissions that are edvender this category, emissions

from the combustion of fuel and use of electrieitg to be included without fail, but it
is desirable to include emissions from coolant éepgkas well.
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2.9.2.
1)
[1]

Accounting methodology

Accounting methods

Transportation

For emissions from the use of energy in transfiortaaccounting is based on the
accounting method for specified consigners in theconting and Reporting
System. Specifically, the following formulas arsed.

[Fuel method: =++(9-1)
CO, emissions = (Amount of fuel usage x Emissions unit value)

[Fuel consumption methdd: --+(9-2)
CO, emissions = (Transport distance / Fuel consumption x Emissigrisvalue)

[Ton-kilometer methodi* ©++(9-3)

« For trucks: CQemissions = (Ton-kilometers transported x Unit value of fushge for the
ton-kilometer method x Emissions unit value)

In the above formula, the emissions unit valuegsal to (Unit calorific value x Emission
coefficient x 44/12).

- For railroads, ships, and aircraft: g€missions = Ton-kilometers transported x Emissions: - - (9-4)
unit value by mode of transport with the ton-kilderemethod

* With the ton-kilometer method, emissions from entmylage on return trips cannot be
calculated.

Here, the emissions unit value for fuel consumptad electricity may be either a
unit value based on emissions during fuel combnostioa unit value based on life
cycle emissions, but this should be applied asistergly as possible throughout
this category, and the approach used in the apphedsions unit value should be
clearly stated.

For emissions unit values, please refer to theoRem Emissions Unit Values.

If data cannot be obtained from downstream congsanine fuel method or the fuel
consumption method may be used. If that is nosilida the ton-kilometer
method is used instead.

When using the ton-kilometer method, calculatimasm be based on standard
scenarios concerning distances transported, loadirgs, truck types, etc., for each
type of product. If accounting by type of prodigchot feasible, then calculations
are based on a uniform scenario. For example, dbidd be the distribution
(transport and sales) scenario for products, iet¢he Carbon Footprint of Products
Pilot System, which is as follows.

» Domestic transportation: One-way transport of @0 using a 10-ton truck
with a loading ratio of 50%.

* International transportation: The domestic tramsgiion scenario (land
transportation both before and after ocean tramapon) plus ocean
transportation using a bulk shipping vessel (ua@®00 DWT), with the ocean
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transportation distance based on a database a@ihded between countries and
regions.

When establishing scenarios, please check to enthat emissions are not
undercounted in relation to distances to transagiartners, types of vehicles used
to ship goods from the reporting company's distrdrubases, etc.

The relevant types of equipment concerning codleakage are air conditioning
units in means of transportation (car air condiie) and transportation
refrigeration units that are used for refrigeraiad frozen freight. In Japan,
emissions from the use of car air conditionersamesidered to be very small in
comparison to emissions from the use of fuel, arg tme omitted. It would be
desirable to determine emissions for transportatedrgeration units that are used
for refrigerated or frozen freight, but it is expett that data will not be easily
available in most cases, so for the time being, ity be omitted.

[2] Bases (cargo handling, storage, and sales)

Emissions from the use of energy in cargo handlisiprage, and sales at
distribution bases and sales bases are calculatiedl@vs.

[Fuel] -++(9-5)
CO, emissions = {Amount of fuel usage x Emissions unit value (=itralorific value x

Emission coefficient x 44/12)}

[Electricity] --+(9-6)
CGO, emissions = (Amount of electric power usage x Emissions uaite)

For cases where emissions from coolant leakagadltire use of refrigeration and
air conditioning equipment at such bases are imdud accounting, the following
calculation methods are under consideration aptagsent time.

 Calculating the amount of leakage during everydsg/hased on the amount added during - --(9-7)
maintenance and the amount recovered:

CO, emissions = {(Amount of coolant added to equipment operatedriduthe emissions
accounting period — Amount recovered and appraglyigirocessed) x Global warming
coefficient }

« Calculating the amount of leakage during everydsg/hased on leakage rate: -++(9-8)

CO, emissions =< [ {(Amount of coolant contained in equipment ogerhduring the
emissions accounting period x Emissions unit valueng use*) — Amount recovered and
appropriately processed } x Global warming coefiti]

If calculations by the above methods are not lesifigures may be converted
from the amount of products (volume or number digps, etc.).
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(@)

Amount of activity

[1] Transportation
The amount of activity is the amount of fuel usagransport distance, and
ton-kilometers transported during the accountingoge

[2] Bases (cargo handling, storage, and sales)
The amount of activity is the amount of fuel usagel amount of electric power
usage during the accounting period.

2.9.3. Other points for consideration
[1] Transportation

In cases of calculation by the fuel method orftlet consumption method for joint
transport and mixed loading, the approach to epmssaccounting for consigners
under the Accounting and Reporting System is agpés indicated below.

Table 2-8. Standard method of allocating,@missions by consigner

Transport zones are classified according to freight

Standard method
(future goal)

Method of allocation by freight
weight (tons) for each transport
zone (recommended method as
goal)

)

combinations. For each transport zone, @@issions
are allocated by freight weight (tons) for each mo#é
transport, and added up for the total distancesteal
between points.

Standard method (a

Method of allocation by amounts

CO, emissions are allocated by amounts transported

present) transported (ton-kilometers) (ton-kilometers).

Table 2-9. Alternative method of allocating £€missions by consigner

CO, emissions are allocated by freight weight (toos) f
amounts shipped, etc. It is anticipated thatwusld be
used for deliveries and fixed-zone transportation.

Alternative method
A

Method of allocation by freight
weight (tons)

Method of allocation by transport
costs (simple method when no
other options exist)

Alternative method

B CO, emissions are allocated by transport costs.

Notes:

1. In the case of allocation by zones, equal resalte produced by ton allocation and

ton-kilometer allocation.

If load amounts are determined in terms of cidyarapacity may be used instead of tonnage.

If a shipment receiver is not able to deternmmnage, allocation could also be based on the

number of cases, number of items, and distancepcated.

Source: Joint guidelines on methods for calculatiawdon dioxide emissions in the logistics sector
(Ver. 3.0) by the Ministry of Economy, Trade andluistry and the Ministry of Land,
Infrastructure, Transport and Tourism

2.
3.
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[2] Bases (cargo handling, storage, and sales)

If base emissions are calculated directly for striiution base that is used by
multiple consigners, it is necessary to allocatessions by consigner. The
following method of allocation is used in such aea

Method of allocation Source of emissions Potermatpgdlications
Allocation by area Lighting and air Warehouses under contract by area or when usiegtne
y conditioning warehouse building
) Motive power Warehouses other than the above;
Allocation by amount of . e .
distribution (conveyors, forklifts, Pass-through distribution bases (transfer centers);
etc.)

Distribution centers that include distribution pegsing

(In most cases, this will produce about the sarselt®as the
Allocation by capacity Refrigerated storage | method of allocation by area, since a buildinglBrzgeheight
does not vary greatly from floor to floor in mostses.)

None (simplified In cases where the above methods of allocationatre
method) feasible

Allocation by fees

Notes:

1. Area: Area of the cargo handling sites and twauses used by the consigner for cargo
handling and storage.
Amount of distribution: Amount distributed by thensigner (tons or cubic meters).
Capacity: Capacity of warehouses used by theigiooasfor cargo storage.

2. The shaded area indicates the method whichpisoted to be generally used.

Source: Joint guidelines on methods for calculatiaidpon dioxide emissions in the logistics sector
(Ver. 3.0) by the Ministry of Economy, Trade andluistry and the Ministry of Land,
Infrastructure, Transport and Tourism

Allocation method for sales store is calculated dapacity of products (fjy in
principle.

[3] Life cycle emissions from manufacturing of veles and facilities

Life cycle emissions from the manufacturing of ieéds and facilities may be
included in this category.

2.10. Category 10: Processing of sold products
2.10.1. Scope of accounting

The scope of accounting consists of emissionsrgeetewhen intermediate products
manufactured by the reporting company are processedcompanies on the
downstream side of the reporting company (such hasd-party intermediate
processors and final product manufacturers). Imerotwords, Scope 1 and 2
emissions of companies that process intermediaidupts are Scope 3, Category 10
emissions of companies that sell intermediate mtsdu Here, "intermediate
products” means products that require further siog or assembly, etc. before use
by final consumers. However, if the selling comp@nunable to identify the final
products made by processing the intermediate ptedhat it has sold, it may be
permissible to exclude the processing of suchnméeliate products from its scope of
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accounting if adequate grounds are indicated. ddmts$ as to the appropriateness
of this kind of exclusion should be based on thieca indicated in Table 2-10.

Table 2-10. Criteria for excluding emissions freaope of accounting

[

Criterion Summary
Scale Such emissions may not be excluded if they accfouret large proportion of Scope 3 emission|
overall.
Impact For products where there is a high potential tdridoute to reducing emissions at multiple
companies in the supply chain, such emissions bmistlculated as a priority.
Risk Such emissions may not be excluded if they onhtiee company's risk disclosure.
Stakeholders Such emissions may not be excludextdunting is demanded by major stakeholders.

QOutsourcing

Such emissions may not be excluded if they are fotivities which the reporting company
previously performed in-house but now outsourcesthers, or from activities which are
performed in-house by other companies in the sachastry but outsourced by the reporting
company.

Explanations by
industry

Such emissions may not be excluded if they are fiotivities specified as important in the
explanations by industry.

Other

Such emissions may not be excluded if they are fotivities judged to be important in the
company or sector.

2.10.2. Accounting methodology

(1) Accounting methods

If emissions data or energy consumption data canobtained from the buyer
company, the following method is used. Emissiorfs other gases besides
energy-derived carbon dioxide should also be iregdud they are important from the
standpoint of scale of emissions or potential éatuction, etc.

CO, emissions = (Emissions from processing of intermediate prosl(icicluding gases other ---(10-1)
than CQ)

CO, emissions = (Amount of energy consumption in processing ofiimtediate products x - --(10-2)
Emissions unit value)

If the above data cannot be obtained from the bogmpany, the following method is
used.

CO, emissions = (Amount of intermediate products sold x Emissiang value per amount - --(10-3)
processed)

For emissions unit values, please refer to theoRem Emissions Unit Values.

In cases where multiple intermediate products mecessed by a downstream
processing company, a decision is needed as tcheitt allocate emissions between
the intermediate products subject to accountingathdr intermediate products, based
on the approach shown in Fig. 2-7. The indicatbeg may be used in allocation

include monetary value data in addition to datgpbgsical amounts such as weight
and volume.

-61 -



Allocation of a portion of emissior

. at processing plant
Reporting s g

company

-
' O. Product A
Intermediate product
A (product of
reporting company O
@) E Product B
£
Intermediate product B
Product C

Intermediate product C

Buyer company

(processing plant) ’/ .
71 % Product D
Intermediate product D

Fig. 2-6. How allocation works

Is emissions data available for spetifie
products? Can data by product be estimated
based on a model?

Allocation is not
necessary.

Are physical indicators available thatme
accurately reflect the cause-effect relationship
to emissions? Are other physical indica
available?

Allocation is performed on
the basis of physical
indicators.

Allocation is performed
on the basis of moneta
values

Fig. 2-7.  Approach to allocation
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2.11.

Amount of activity

If energy data can be obtained from the downstrparessing company, that data on
the amount of energy consumption is the amount abivity. If accounting is
performed using unit values per amount sold, thewarhsold in the reporting year is
the amount of activity.

Category 11: Use of sold products

2.11.1. Scope of accounting

The scope of accounting consists of emissions ftben use of products. The
products covered are products sold in the fiscat gebject to accounting (including
systems and services).

Specifically, emissions included in this categarg classified under the following
two stages.

Direct use stage emissions:

» Energy-derived carbon dioxide emissions from tbe af electricity, fuel, and heat
in products such as household appliances

» Emissions of 5.5 gases in products that directijt .5 gases during use, such as
air conditioners

Indirect use stage emissions:

* Energy-derived carbon dioxide emissions from tee of products that indirectly
involve the use of electricity, fuel, and heat, lswias clothing (requires washing
and drying) and food (requires cooking, refrigematiand freezing).

Of the above, direct use stage emissions from@alducts are subject to accounting
without fail. Indirect use stage emissions fronfdgamroducts may also be included
in accounting, and should be included if they anpartant in terms of the scale of
indirect use stage emissions or potential for rédocof emissions, etc. It is
desirable to omit such emissions if this would dieaause double counting among
sold products for the same source of emissions.

Concerning the period subject to accounting, mlissions that a product is expected
to emit in the future during the stage of use alkeuated in the year when the
product was sold.

Emissions related to the maintenance of sold misdduring use may also be
included in accounting.
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2.11.2. Accounting methodology

(1)

Accounting methods

When calculating emissions during use, the amotiahergy consumption during use,
based on quantities sold, etc., and standard usegearios (a product's design
specifications and assumptions concerning the ¢ondi of product use by
consumers), is multiplied by an emissions unit galu

For cases where products that emit 5.5 gasesnataded in accounting, if the
Accounting and Reporting System specifies an adoognmethod (e.g., HFC
emissions during maintenance of commercial air tmmers), that method is used.
If it does not, accounting is based on usage smenfr each carbon footprint product
if such scenarios exist; and if not, accountingbmssed on standard scenarios
established by the reporting company.

It must be noted that the amount of emissionsngutisage can fluctuate widely
depending on the content of the usage scenaribartha&stablished.

For the approach to allocation, please refer tie@ay 10.

For emissions unit values, please refer to theoRem Emissions Unit Values.

[Direct use stage emissions:]

[1]

(2]

(3]

Products that use energy +++(11-2)

CQO; emissions = (CPemissions from the use of fuel consumed duringlpcouse) +
(CO, emissions from the use of electricity consumedngduproduct use) + (Emissions
of 5.5 gases during product use, converted intg) CO

=% (Anticipated number of lifetime uses of the produ&Number sold during the
reporting period x Amount of fuel consumption peex Emissions unit value)>
(Anticipated number of lifetime uses of the prodx®umber sold during the reporting
period x Amount of electricity consumption per xsémissions unit value) £
(Emissions of 5.5 gases during product use x Glalaiming coefficient)

Fuel and feedstock (coal, petroleum, city gds,) +++(11-2)
CQO; emissions = (Total amount of fuel and feedstock sold x Emissianit value)

GHG-containing products that emit GHGs durirsg u -+ (11-3)
CO, emissions = (Amount of GHG content per product x Total numbgproducts

sold x GHG emission rate during lifetime usage s Global warming coefficient)

CO, emissions = (Emissions during usage stage of product or progiwp) e (11-4)
* |f the CO, emissions rate is unknown, please assume a valL@é6 in calculations.

[Indirect use stage emissions (Using a generalaisaegnario):]

[1]

Method for general usage scenario <+ +(11-5)

CO, emissions = (C@emissions from use of fuel under the usage sa@naiCO
emissions from use of electricity under the usagaario) + (Emissions of 5.5 gases
under the usage scenario, converted intg)CO

=% (Anticipated number of lifetime uses of the produ®roportion of number of
anticipated uses under the scenario x Number sgidglthe reporting period x Amount
of fuel consumption per use under the scenario s&ons unit value) £ (Anticipated
number of lifetime uses of the product x Numbedghiring the reporting period x
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Amount of electricity consumption per use x Emissiainit value) & (Emissions of
5.5 gases during product use x Global warming enefft)

(2) Amount of activity

For either direct use stage emissions or indiuset stage emissions, the amount of
activity is based on the actual number of unitgl soid establishment of a standard
usage scenario (usage time, conditions of use, aurmabyears of use, etc.). As
stated above, it must be noted that the amountnigstons during usage can fluctuate
widely depending on the content of the usage saentrat are established. Also, for
exported goods, usage conditions may vary betwaganland other countries, and the
conditions set could cause emissions to be towmlotwo high.

Here, it is acceptable for individual companiesnaiependently establish standard use
scenarios; however, if conditions have been speetifiy industry organizations and
the like, it is desirable to set the amounts ofivagt in accordance with those
conditions. Also, when disclosing the results otaunting, the methods used in
calculating emissions (usage scenarios) shouldedseported.

2.11.3. Other points for consideration

For products that directly use electricity, fualr heat (products that emit
energy-derived carbon dioxide), records from mamtp actual usage may be used
as the amount of activity. (This results in a maceurate determination of the
amount of activity.)

In cases where companies that manufacture inteateegroducts and materials
calculate emissions during use of the final prosluafter processing, only the

portions corresponding to such intermediate pradaot considered to be subject to
accounting. (A tire manufacturer would only accofor the portion of emissions

during use of a motor vehicle that are due to thes) In such a case, the
proportion of emissions from the final productsresponding to the intermediate
products must be allocated by methods such as weagjb or manufacturing cost

ratio.

2.12. Category 12: End-of-life treatment of sold prducts

2.12.1. Scope of accounting
The scope of accounting under Category 12 congfstsnissions from the disposal
and processing of products manufactured or soltheyreporting company, as well
as those products' containers and packaging.
In cases where products are discarded withoutliegy the scope of accounting for
companies involved in product manufacturing, etansists of emissions at the stage

of disposal.

In cases where products are recycled, it wouldrbetically impossible for the scope
of accounting to include the entire flow of actieg after recycling. Accounting
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must be limited to a certain scope. There areouariapproaches to this kind of
limitation, and it is not feasible to prescribe apecific method. One possibility
would be to limit the scope of accounting to enuesi up to preparations for
recycling (transport, disassembly, crushing, artireg), as shown in Fig. 2-8. (For
example, in the case of plastic containers andggaol, the scope of accounting for
the manufacturer of discarded products ends atsthge of baling under this
category, while the scope of accounting for theein@ng side begins with the stage
of pelletization under Category 1.) Another poddibwould be to include the entire
recycling process in the scope of accountihg.

If the scope of accounting ends at the stage n§part, disassembly, crushing, and sorting:

i)
g
©
=
g
o

stage

The scope of I

accounting ends here. |:>

Stage of preparations f
recycling (transport,

disassembly, crushing
and sorting)

Production
stage
Logistics anc
sales stage
maintenancq

Recycling stage
(manufacturing o

recycled raw
materials)

Disposal stage

sales stage

Production
Use and

Logistics anc

If the scope of accounting is the entire recyclimgcess:

The scope of |

accounting ends here.l::>

Stage of preparations f| Recycling stag

recycling (transport, | (manufacturing

disassembly, crushing| of recycled raw
and sorting) materials)

Logistics
and sales
stage
IMETCHE]

=
8
8%
S ©
o £
o n
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o

Disposal stage

Logistics
and sales
stage

=
o
=
o
=
o
o
=
o

.maintenanc

. Use and

Fig. 2-8. Approach to limiting scope of accountihgold products are recycled (example)

As stated above, as a general rule, the scopecajuating includes products
manufactured or sold by the reporting company a#l a® all containers and
packaging of such products. However, this mayirbhédd depending on the actual
situation of operations by industry.

1 Continued study is needed concerning the handfimgaycled materials because there exist a vadgapproaches,
including an approach in which the scope is noidéig?, and the company that processed and manudactingin materials
accounts for emissions up to the final disposajestacluding processes after recycling.
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2.12.2. Accounting methodology

(1)

Accounting methods

As in Category 5, in cases where actual figures dsposal/recycling can be
determined (processing methods by type of waste), ¢the following method is used
to calculate emissions.

CO, emissions = {(Amounts of processed/recycled waste, by typevaste and processing ---(12-1)
method) x (Emissions unit value for the type of iweend processing method)*}

*

Emissions unit values are determined for each ¢fpeaste and each processing method.

In cases where actual figures on disposal/reaydaiznnot be determined, emissions
are estimated by multiplying the fees charged byawmounts consigned to waste

disposal/recycling companies by emissions unitesbased on standard scenarios for
each type of waste.

Standard scenarios could be established witheeéerto processing rates throughout
Japan for each type of waste and each processitigpche

CO, emissions = {(Waste processing/recycling fees (or amountgfmissions unit -+ (12-2)
value)}

(@)

For emissions unit values, please refer to theoRem Emissions Unit Values.

Amount of activity

In cases where actual figures on disposal/reayctian be determined (processing
methods by type of waste, etc.), the amount ofviagtis the amount of waste
processed or recycled for each type of waste aod peocessing method. In cases
where such data cannot be determined, the costasieé processing (or amounts) and
costs of recycling (or amounts) should be deterchemamounts of activity.

2.13. Category 13: Leased assets (downstream)

2.13.1. Scope of accounting

The scope of accounting consists of emissions fitenoperation of assets held by
the reporting company as lessor and leased to prées. However, this does not
include cases where such emissions are subjecttuating under Scope 1 or 2 by
the reporting company. Also, in cases where timepamy leases assets from others,
accounting is covered by Category 8.

In accounting for emissions from the use of leaasskts, it is important to avoid
double counting among the respective scopes byesr company and the renter
company. Specific decisions should be made wittreace to Category 8.

In some cases, it may not be possible to distgiglietween products sold to

customers (accounted for under Category 11) andupts leased to customers
(accounted for under Category 13). Therefore,sime method may be used for
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products leased to customers as for products sokclustomers. In such a case,
emissions from products leased to customers acgded under Category 11 (use of
sold products) instead of Category 13 (downstreeasdd assets) to avoid double
counting between categories.

2.13.2. Accounting methodology

(1) Accounting methods

The following method is used to calculate emissidtom the operation of assets
leased to others if it is possible to determineg@neonsumption by type of energy for
each leased asset.

CGO, emissions == (Consumption by energy type in leased assets s&aoms unit value by -++(13-1)

energy type)

* In cases where it is necessary to allocate enenggumption in an asset because the asset
held by the reporting company is a portion of atirerasset, such as cases where the
reporting company is a tenant of an office buildiegergy consumption should be
allocated by means such as the area ratio.

If it is possible to determine energy consumption each leased asset, but the
proportions of consumption by type of energy arknamvn, the following method is
used to calculate emissions from the operatiorsséis leased to others.

CO, emissions = (Energy consumption in leased assets x Emissiohvalue as a weighted - --(13-2)
average by energy type)

* In cases where it is necessary to allocate enenggumption in an asset because the asset
leased by the reporting company is a portion cérdlire asset, such as cases where the
reporting company is a tenant of an office buildiegergy consumption should be
allocated by means such as the area ratio.

If calculations using the above methods are naisibde, then calculations are
performed using average emissions unit values basédddices indicating the scale,
etc., of each leased asset (such as total floar ate., in the case of a building).

[For buildings} -+ +(13-3)
CO, emissions = (Floor area of leased building x Emissions uniuggper unit area)
For emissions unit values, please refer to theoRem Emissions Unit Values.

(2) Amount of activity

The amount of activity is the amount of energystonption in assets leased by the
reporting company, including amounts of electriggnsumption in office buildings
and fuel consumption by trucks.

- 68 -



2.13.3. Other points for consideration

If a lessor company reports on upstream emisssoied as the manufacturing of
leased assets, such emissions should be includbi icategory.

2.14. Category 14: Franchises

2.14.1. Scope of accounting
In cases where the reporting company is a franchithe scope of accounting
consists of Scope 1 and 2 emissions at franchi{seaspanies having entered into a
franchise agreement). However, this does not deldranchisees which are
included in Scope 1 or 2.
As a general rule, the scope of this categoryusbad emissions included in Scope 1
and 2 (reporting company's places of business) ftcspecified chain businesses
subject to accounting under the Accounting and RemgpSystem. However, it is
desirable to include other Scope 1 and 2 emissibrisanchisees, such as fuel in
vehicles used by franchisees.

2.14.2. Accounting methodology

(1) Accounting methods

Accounting is performed by calculation methodsieajent to those of the Accounting
and Reporting System, as indicated below.

When accounting for emissions activities not cedeby that system, please refer to
the approach indicated in section 1.1 (Direct einiss Scope 1).

For emissions unit values, please refer to theoRem Emissions Unit Values.
See the greenhouse gas emissions accounting pmdimg manual of the Accounting
and Reporting System.
http://www.env.go.jp/earth/ghg-santeikohyo/manundkgéx.htmi

(2) Amount of activity
See the greenhouse gas emissions accounting pmdimg manual of the Accounting
and Reporting System.
http://www.env.go.jp/earth/ghg-santeikohyo/manundkgx.htmi

2.14.3. Other points for consideration

Franchisees may optionally include Scope 1 anohi2stons of the franchisor under
Category 1 (purchased goods and services).
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2.15. Category 15: Investments
2.15.1. Scope of accounting

The scope of accounting under Category 15 consisemissions (not including

emissions accounted for under Scope 1 or 2) relatédde operation of investments
(including stock investment, bond investment, amdjget finance) during the

accounting period. This category applies to inmesiompanies (companies that
perform investment to earn profits) and companieg provide financial services,
and is generally aimed at private financial insiius (commercial banks, etc).

Financial investments are classified in the folloyvfour types.

» Stock investment

* Bond investment

* Project finance

* Managed investment and client service

Depending on how a company's organizational baueslare defined, investment
can be included in Scope 1 or Scope 2. For exangleompany using the
investment ratio standard would record emissioosfstock investments in Scope 1
and Scope 2. A company using the controlling egestandard would only record
stock investments that are under the company'salontScope 1 and Scope 2.

Investments that are not included in the compa®gtgpe 1 or Scope 2 emissions are
accounted for under Scope 3, Category 15. ScamiSsions from investments are
Scope 1 and 2 emissions of the investee companlyttese are allocated to the
reporting company in accordance with the reporgngipany's investment equity
ratio in the investee company. Because the invastiportfolio may change during
an accounting period, when defining its investmghtation, the company either
selects a fixed date during the accounting periodises a representative average
value throughout the accounting period.

The specific scope of accounting is as followshisTapproach is based on the
Corporate Value Chain (Scope 3) Accounting and RemgpStandard.

Table 2-11. Accounting for emissions from investilsgmandatory)

Financial investment or

X Summary
service

Stock investment performed by the reporting compasigg its own capital and
balance sheet; this includes the following.

e Stock investment in a subsidiary (or group compamgases where the
reporting company has financial control (hormathgre than 50% ownership

« Cases where the reporting company has significdineince but does not have
Stock investment financial control (normally, 20-50% ownership) ambociated companies (0
stock investment in affiliated companies)

e Stock investment in joint venture companies, éiccases where partners have
joint financial control

e Stock investment using the reporting company's oagital and balance shee
in cases where it has neither financial controlsignificant influence

—
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Financial investment or
service

Summary

Bond investment

Corporate debt held in the company's portfolio based known use of revenues
including corporate debenture financial productglisas convertible bonds prior
to reorganization or conversion)

Project finance

Long-term financing by the reporting company asoalsinvestor (equity
participant) or bond investor (financier) in a @cj

(All emissions of the project period are recordedry the year of investment.)

Source: Corporate Value Chain (Scope 3) AccouraimtyReporting Standard, WRI &

WBCSD

Table 2-12.

Accounting for emissions from investiisgoptional)

service

Financial investment or

Summary

Bond investment

Debt holdings (credits, loans, etc.) that are lirelthe company's portfolio for
general company purposes, in cases where the useasfues is not specifie

=N

client service

Managed investment and managed for clients using clients' assets)

Investments managed by the company for clientaigudients' assets) or
services that the company provides to clientspitiolg the following.

¢ Investments and asset management (stocks orificetne funds

« Company underwriting and issuance for clients retjng stock
investment or loan capital

« Financial consulting services for clients who resfusupport for M&A or
need other consulting services

financial services

Other investments and

Other investments, financial contracts, or finahs&vices not included
above

Source: Corporate Value Chain (Scope 3) AccourdimyReporting Standard, WRI &

WBCSD

2.15.2. Accounting methodology

(1) Accounting methods

There are two accounting methods: [1] Combininig dieom investees on Scope 1 and
2 emissions by investment according to investmemuite ratios, or [2] Using

economic data to estimate emissions from investsnent

[Accounting method 1

Combining data from investees on Scope 1 and 2s@nis by investment according to investment equity

ratios

CGO, emissions = {(Emissions* of each stock investment x Equitydinf ratio)} +X --+(15-1)
{(Emissions* of each bond investment x Ratio oféestment destination's total capital)}
+ X {(Emissions* of each project x Ratio of projequity participation)}

Anticipated emissions* during project investments i@ported separately.
In addition to the above, the following items maydudded optionally.
CGO, emissions = Mandatory accounting emissions inditabove & {(Emissions* -++(15-2)
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from loan credit investments without known useefenues x Ratio of investment
destination's total capital)} £ {(Emissions* from managed investments and client
services x Clients' ratio of overall operations)} f(Emissions* from other investment
areas x Ratio of total investment)}

* Scope 1 and Scope 2 emissions

[Accounting method]2

Using economic data to estimate emissions fromsitents

CGO, emissions = {(Amount of stock investment x Emissions unit valoy investment -+ (15-3)
sector)} +X {(Amount of bond investment x Emissions unit valeinvestment sector)}
+ X {(Total amount of project investment x Emissiamst value by investment sector)}

In addition to the above, the following items maydiided optionally.

CO, emissions = Mandatory accounting emissions indtabove & {(Amount of loan - --(15-4)
credit investments without known use of revenu&snissions unit value by investment

sector)} +X {(Amount of managed investments and client ses/ic&missions unit

value by investment sector)}3{(Amount invested in other areas x Emissions ualte

by investment sector)}

If possible, the reporting company should use astng method 1. Accounting
method 2 is used in cases where it is not posdiblebtain emissions data by
investment.

For emissions unit values, please refer to theoRem Emissions Unit Values.
(2) Amount of activity

In accounting method 1, the actual data on Scopend 2 emissions from the
accounting period's investments, loan credit inwesits, project finance, managed
investments, and customer service is gathered fiowestees. This collected
emissions data is combined with investment raticaccounting.

In accounting method 2, the amount of activityhis amount invested in investments,
loan credit investments, project finance, manageestments, and customer service
during the accounting period.

2.16. Other

Reporting companies may opt to use this categogctount for emissions that have
some relationship to their business activitiesdratnot covered in Categories 1 to 15.
For example, this could include emissions in thdydhves of employees and
consumers at their homes, emissions from the usasséts not included under
organizational boundaries, emissions from meansaoifsportation used by meeting
and event participants, etc.

Emissions from the everyday home lives of empleys® consumers are presented as
one example below.
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Example: Emissions from everyday home lives opleyees and consumers

2.16.1. Scope of accounting

Accounting covers emissions from the everyday hdimes of the reporting
company's employees and its customers (consumersjs is an optional category.

2.16.2. Accounting methodology

(1)

(2)

Accounting methods

Household environmental accounting booklets* withform specifications are used
to develop estimates based on sampling surveys.

* For example, the household environmental accognbiooklet developed by the
Ministry of the Environment (http://www.eco-famiy.jp/practice/index.html)
could be used.

Amount of activity

In practice, it is expected to be difficult to eehine the amount of activity.
Therefore, broad estimates are developed by detergnemissions amounts based on
household environmental accounting booklets frommm@a households and
multiplying that figure by the number of employemsd the number of customers
(consumers), etc.

2.16.3. Other points for consideration

Emissions in the homes of the reporting party'splegees and customers
(consumers) include emissions from consumers' usk disposal of products.
Therefore, it must be noted that some of the eomssin the homes of employees
and customers (consumers) will overlap with Cateddr (Use of sold products) and
Category 12 (Disposal of sold products) in the rapg party's supply chain
emissions.
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