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I ntroduction —Publication of the Guiddines

1. Purpose of the Publication of the Guidelines
1) Background

In the 21st century, there is increasing pressure to move away from the current socio-economic
system which is based on mass production, mass consumption, and mass disposal and to establish an
environmentally sound, sustainable society. In order for thisto take place, the voluntary and positive
efforts of businesses that play a significant role in socio-economic activities are crucial.

For businesses, management benefits can be achieved, through operating business of higher
quality such as a reduction in the consumption of resources and energy, less disposal of wastes, or by
providing environmentally conscious products and services.

For businesses to move towards environmental conservation, it is essential to; establish a system
that plans and drives policies or programs to reduce the environmental burden generated (an
environmental management system), to prepare processes which records and evaluates concrete
efforts (environmental performance) made towards the reduction of environmental burden, and also
to select indicators.

In terms of environmental management systems, The International Organization for
Standardization (1SO) established 1SO 14001 (JIS Q 14001) (Environmental Management Systems—
Specification with guidance for use) in 1996, and since then has issued many of certificates (in Japan,
5,222 by the end of the year 2000). 1SO14031 (J S Q 14031) (Environmental Performance Evaluation
— Guidelines) was issued in 1999 for the purpose of environmental performance evaluation.

The Ministry of the Environment has published “Environmental Performance Indicators for
Businesses (Fisca Year 2000 Version)” for the purpose of providing a common framework of
environmental performance indicators. The Ministry has also published “ Guideline for Introducing
an Environmental Accounting system (2000 Version)” as one of the frameworks for the quantitative
evaluation of costs and effects of environmental efforts by businesses.

In recent years, it has become increasingly aware that businesses have social obligation to
disclose their own environmental information The importance of publishing and disclosing
environmental reporting, which summarizes the state of environmental management, environmental
performance, environmental accounting information and also promoting environmental
communication with stakeholders, e.g. consumers, investors, customers, local public, has been
increased.

For businesses, positive environmental communication can often result in improvements in
operational activities and can also increase the confidence which society has in the business, since
businesses that are making positive steps towards environmental conservation will be evaluated

appropriately.

However, the publishing trend of environmental reporting is ill initsinfancy except for some
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pioneer cases. Therefore, a set of guidelines, which easily and appropriately demonstrate the
principles and necessary components of environmental reporting, is required. The former
Environment Agency of Japan issued“ Environmental Reporting Publication Guideline” in June 1997
and this hasacted to encourage the undertaking of environmental reporting by businesses

In recent years, the number of businessesthat have published environmental reporting israpidly
increasing, and the contents of the reporting have also been improved. Furthermore, there has been an
increase in third party evaluation of environmental performance of businesses, based on their
environmental reporting. Various guidelines for environmental reporting are also being made
internationally.

Accordingly, the Ministry of the Environment have revised the 1997 guideline, in order to
encourage the publication of environmental reporting of higher quality. This revision also aims to
draw up guidelines that conforms to the current conditions of Japan taking international guidelines
into account, and which is easy to understand. A “Committee for the Revision of Environmental
Reporting Guidelines’ was ingtaled in September 2000, and examined the contents of these
guidelines, through four meetings.

2) Objectives and Contents of the Environmental Reporting Guidelines

These guidelines summarize the directions and contents that are considered to be preferable,
based on domestic and international trends on environmenta reporting. The Ministry issued the
guidelines to give practical guidance for those who are planning the publication of environmental
reporting and also who aready published environmental reporting(s).

The former businesses could begin to planthe publication by referring Chapter 1, which shows
the necessity of publishing environmental reporting and gives descriptions of potential stakeholders
and Chapter 2, which shows principles of environmental reporting. Further, it is recommended that
such businesses examine the items and contents of their own environmental reporting, by referring
Chapter 3, which summarizes the Necessary Components of Environmental Reporting.

The latter businesses could use these guidelines to assess their own environmental reporting and
make improvements.

Chapter 3, “What should be Included in Environmental Reporting”, shows eighteen headings of
“Necessary Components of Environmental Reporting’. In principle, each heading includes
“Significant Components’, “Significant Components for Specific Sectors’, and “Further
Recommended Components’. “Significant Components’ refers to the key contents which domestic
and international environmental reporting guidelines commonly deal with. The needs of stakeholders
for these components are also particular. “Significant Components for Specific Sectors’ are
components which should be included dependent on individual business sectors and characteristics.
“Further Recommended Components’ are components which although not essential, could help the
reader’s understanding and increase the objectivity of the contents as an environmental
communication tool or increase the degree of social accountability.

These guidelines also explain the significance of each heading and how to include them,
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therefore, it is anticipated that stakeholders with use these guidelines as guidance when reading or
evaluate environmental reporting.

3) Intended Readers of the Guidelines

In Japan, there are about 6,000 companies which are either listed on the stock market or employ
relatively many employees (more than 500 employees). Among them, it is estimated that about 300
companies publish environmental reporting. In the future, although idealy all businesses would
publish environmental reporting, initially it is expected that the maor companies which have
relatively plentiful human and monetary resources will positively face the challenge to publish
environmental reporting.

Accordingly, these guidelines assume that the businesses that will publish environmental
reporting, including headings and contents showed in these guidelines, will be companies that are
listed on the stock market or those which employ relatively many employees (more than 500
employees). Businesses that have recently initiated the publication of environmental reporting or
smaller businesses (including site units) could phase in the publication of environmental reporting by
adopting contents and boundaries, where possible. The Ministry of the Environment has separately
issued “ Environmental Activity Evaluation Program (Eco-Action 21)”, which aims to enable smaller
businesses to carry out environmental conservation activities and publish environmental reporting
with relatively ease.

4) Recommendation of Originality

The purpose of environmenta reporting is to provide a significant tool for environmental
communication and to discharge accountability of the environmental burden of abusiness. Therefore,
there are certain items or contents that should be included in environmental reporting. On the other
hand, management policies, company ethos, corporate culture, and/or characteristics should also be
reflected within the environmental reporting. Fom this perspective, the headings or contents of
environmental reporting and the disclosing media, (including the decisionover using printed paper or
the internet), should be unique to each business. Superior environmental reporting satisfies such
commonality and originality at once. It is hoped that environmental reporting which reflects each
business’s characteristics are published and disclosed, based on the purport of these guidelines.

To provide information on the distribution and uptake of these guidelines and to make continuous
improvements, the Ministry of the Environment would appreciate if reference is made to these
guidelines if they are referred to when publishing environmental reporting. However, those
businesses that have recently begun the publication of environmental reporting might face difficulties
in mentioning al of headings as shown within these guidelines. In this case, if one or more
“Necessary Components of Environmental Reporting’ (s) (18 headings on page 30 to 31) are not
mentioned, in principle, the reason(s) for the omissions should be mentioned. It is also anticipated
that it should clearly mentionthe phased enrichment of the contents of the environmental reporti ng. |
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2. State of Environmental Reporting

1) The Digtribution of Publications and the Disclosure of Environmental Reporting

The number of the businesses which have published environmental reporting is increasing, and
more than 15% of companies listed on the stock market have published environmental reporting. The
purposes of publication are; to discharge socia responsibility, such as information disclosure, to
advertise the environmental conservation activities of the businesses, to enhance environmental
communication, to educate their employees, €etc.

According to “ Survey on Environment-Friendly Companies’ by Environmental Agency, 40.9%
of listed companies and 25.8% of non-listed companies disclosed environmental information, such as
data or activities, in 1999. This is an increase for listed companies of 5.2 points, compared with the
resultsin 1998.

The survey showed that methods of information disclosure were various, and included the use of
Internet homepages, an environmental pamphlet, and environmental reporting. In particular, more
than 15% of listed companies publish environmental reporting, and in recent years, the number of
busi nesses which publish environmental reporting is on the increase.

Businesses listed “social responsibility”, “proportional representatior’, “stakeholder relations’,
and “environmental education for employees’ as the man purpose for the publication of
environmental reporting.

2) Socia Trends on Environmental Reporting

Environmental reporting functions as a tool for environmental communication, provides basic
information for the evaluation of business, and is atool for the enhancement of the publisher’s own
environmental conservation activities. Also as a result of environmental reporting, various social
trends and services, such as environmental accounting, the eco-fund, third party verification of
environmental reporting, occur.

1. Environmental Reporting Guidelines

Examples of guidelines for environmental reporting, globally, are provided by CERES
(Codlition for Environmentally Responsible Economies), PERI (Public Environmental Reporting
Initiative), UNEP (United Nations Environment Programme), and WICE (World Industry Council for
the Environment) who have issued environmental reporting guidelines. Since 1997, The GRI (Global
Reporting Initiative) has begun to integrate various guidelines in order to establish a global standard.
Its outcome, “Sustainability Reporting Guidelines on Economic, Environmental, and Socid
Performance”’, was issued in June 2000.

In Japan, the first attempt was “ Environmental Reporting Guideline” issued by the Environment
Agency in 1997.

Some countries (e.g., Netherlands, Denmark) have a mandatory environmental reporting scheme
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and the European Union enforces “The Eco-Management and Audit Scheme”, which includes
disclosure of environmental reporting.

2. Environmental Reporting Awards

Awards for superior environmental reporting are put into practice in many countries. In 1997,
The Association of Chartered Certified Accountants (ACCA) in UK proposed the foundation of the
European Environmental Reporting Awards. Currently, 12 countries, including the United Kingdom,
Denmark, Netherlands, Belgium, France, Germany, participate in the scheme.

In Japan, Global Environmental Forum and National Association Promotion Environmental
Conservation have taken place “ Environmental Report Awards’ since 1997 and Toyo Keizai Inc. and
Green Reporting Forum have held the “ Green Reporting Award” since 1998. These are indications
that superior environmental reporting receives higher social evaluation.

3. Networking of Persons Concernedon Environmental Reporting

In June 1998, a network organised by businesses, NGOs, and academics, “Network for
Environmental Reporting (NER)”, was established for the purpose of developing environmental
communication through environmental reporting. NER has held working groups, symposiums. The
Ministry of the Environment and other bodies also hold symposiums or other activities on
environmental reporting. The degree of networking between persons and bodies concerned with
environmental reporting is increasing

4. Effortsto Implement Environmental Accounting

In recent years, the number of businesses that attempt to implement “Environmental
Accounting” and mention it in their environmental reporting is rapidly increasing. “ Environmental
Accounting” is one of the frameworks that quantitatively estimates environmental conservation
efforts in monetary terms. It is aso one of the significant techniques which can indicate the state of
environmental conservation to stakeholders.

With regard to Environmental Accounting, the Environment Agency's “Study Group for
Developing a System for Environmental Accounting” (the chairperson: Masao Kawano, Professor,
Graduate School of International Social Sciences, Yokohama National University) published
“Guideline for Introducing an Environmental Accounting system (2000 Version)” in May 2000.

5. Business Evaluation Based on Environmental Reporting and Diffusion of Eco-Fund

There is a global increase in the evaluation of businesses’ state of environmental conservation
based on disclosed environmental reporting, thisis known as “ Environmental Rating” 1n Europe and

the United States, some rating bodiesare already operational, and are beginning to rate more Japanese
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companies. In Japan, there are cases in which private research institutes, universities, and newspapers,
have surveyed a businesses state of environmental conservation and announced the results of the
evaluation.

For those who wish to invest in businesses which demonstrate a strong motivation towards
environmental conservation, that is, the “Eco-Fund” has been available since Autumn 1999 and has
received huge popularity. When the “ Eco-Fund” selects the investment targets, it takes information
on environmental reporting into account.

6. Spreading Third Party Review of Environmental Reporting

To ensure that communication through environmental reporting is effective, it is important to
ensure and promote the reliability of environmental reporting. In the first instance is it the
responsibility of the business to produce proper environmental reporting based on facts. Some
domestic and international businesses however, require a third party review (verification) and such
cases are increasing in order to promote the further reliability of environmental reporting. At the same
time, the opinion that there is a need to examine fair procedure during third party review is also
increasing.

7. Studies on Indicators for Environmental Performance Evaluation

Environmental reporting contains various indicators, for example, CO, emissions, quantities of
wastes, percentage of waste recycled etc., to show the state of environmental burden and/or
mitigation methods (Environmental Performance). Each business should originally select indicator(s)
and the way in which it is represented, to emphasize important aspects based on the nature of the
business. However, if each business separately applies indicator(s) without fundamental consistency
between headings or estimation methods, it will not be possible to compare environmental
performance based on indicators.

Accordingly, the Ministry of the Environment has established “the Study Group for
Environmental Performance Indicators of Business Operators’ (the chairperson Ryoichi Y amamoto,
professor, Center for Collaborative Research, the University of Tokyo) and through the discussiors
within the study group, the Ministry issued “ Environmental Performance Indicators for Businesses
(Fiscal Year 2000 Version)”. Based on the “ Environmental Performance Indicators for Businesses
(Fisca Year 2000 Version)”, section 4 and 5 of Chapter 3. of the guidelines are provided.



Chapter 1. Why Environmental Reporting
1. Necessity and Merits of Publication and Disclosure of Environmental Reporting

1) A Businesses’ “Open-Window’ for Society
—Environmental Reporting as Environmental Communication T ool -

Environmental reporting can be considered as* an open-window of businesses and significant tool
for environmental communicatiori’. External stakeholders are able to “view” the intended business' s
ideas and measures on environmental issues through the “window” . Businesses can also understand
the needs and the ideas of stakeholders through the “ window”.

By disclosing activities concerning environmental conservation to society, a deeper
understanding of the business can be achieved, and by maintaining mutual communication,
businesses can achieve greater social confidence. Environmental reporting is a significant tool when a
business is carrying out such environmental communication

Businesses must decide on the size, design, and decollationof the*window”, which they present
to society, that is, environmenta reporting. Since third parties perceive a business by combing such
information, environmental reporting should appropriately reflect the characteristics of the business.

In addition, environmental reporting is a tool for environmental communication, therefore,
appropriate correspondence to enquiries from outside stakeholders and devices to maintain mutual
communication iS necessary.

When one says “environmental reporting”, it should systematically summarise ideas on
environmental issues, detailed efforts, results, and future targets and it is necessary to clarify the
intention to maintain environmental communication with the society by disclosing and committing
these ideas, efforts, results, and future targets.

2) Publication of Environmental Reporting as Social Accountability

Businesses, occupying the main part of socio-economic activities, generate huge environmental
burdens through their business operations. The environment, is the common heritage of mankind, and
it could therefore be considered that businesses should discharge accountability to report their
environmental burdens, mitigation methods, and environmental conservation efforts.

In addition, environmental information becomes a crucia factor when one chooses products and
services, selects investment targets, and eval uates businesses.

From this perspective it can be considered that businesses have “social accountability” on
environmental issues.

In today s socio-economic climate, businesses play a huge role. Stakeholders, e.g., consumers,
investors, customers, need environmental information on businesses, such as the state of
environmental burden, the state of environmental conservation efforts, the extent of research into
environmental technologies, and environmental risk management, when they choose products and
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services, select investment targets, and eval uate businesses.
Local public or local authorities, in some cases, need environmental information on businesses,
since there is the potential for suffering problems in prompting environmental conservation.
Accordingly, it could be considered that businesses have accountability to publish
environmental reporting.

3) Environmental Reporting asa Tool for Enhancing Businesses’ Environmental Conservation

The publication of environmental reporting provides not only external, but also internal effects and
merits. It is aso useful to drive environmental conservation activities themselves.

By disclosing environmental reporting, firstly, it is expected that businesses will voluntarily
improve the contents and quality of environmental conservation in order to enrich the contents of the
environmental reporting. In addition, an internal correcting system of environmental information
should be established to provide an opportunity to revise or establish courses, targets, and action plans
concerning the environment.

Secondly, employees may not know the details of company’s environmental conservation
efforts, and, environmental reporting can be used for training employees in order to increase their
understanding of the businesses environmental conservation efforts, and motivate their
environmental consciousness. Furthermore, the pride which employees have in the company is
increased through environmental conservation. In addition, by including top management
commitment, it could potentially motivate CEO’s environmental consciousness, as well.

Third, green purchasing will be enhanced and environmental reporting can be used as a point of
reference if abusiness s information on environmental conservation activities is required, especially
in the selection of customers.

In summary the publishing and disclosure of environmental reporting enhances environmental
conservation activities themselves and also produces various effects and merits, such as motivating
employees consciousness

4) Environmental Reporting as Significant Tool for Constructing an Environmentally Sound
Society

The increase in the publication of environmental reporting has socialy significant implications.
From the following four perspectives, environmental reporting is recognised as a significant tool for
driving voluntary environmental conservation.

First, by disclosing targets and the state of businesses environmental activities, steady
improvements in these activities would be expected. This is because the disclosure drives an effect
known as “pledge and review” in which businesses commit policies and targets on environmental
conservation activities and society in turn evaluates them.

Second, it is expected that a businesses’ environmental activities are fairly and effectively
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carried out according to the market principle, if various stakeholders use the environmental
information contained within environmental reporting in order to judge businesses, products, and
services. In particular, on the one hand environmental labels can function as information mediain the
products and services market, on the other hand, environmental reporting could play asignificant role
as informationmediain the capital market and/or labour market. This effect has been realized under
the increasing trend of the “eco-fund.”

Third, progress in environmental conservation by the whole society may be achieved through
external interest or comparison among companieswithin the same business sector when the business
publishes environmental reporting and makes positive efforts.

Fourth, the practice of “environmental communicatior’” among broader stakeholders increases
the environmental consciousness of the whole society. If it degpens the understanding of each actor’ s
state of activities and difficulties faced, it is expected that environmental communication can be
useful for “sophistication” of the environmental activities of the society within the partnership in
accordance with each role.

2. Readers and Stakeholders of Environmental Reporting

Environmental reporting is a significant tool for environmental communication between
businesses and society, further, the readers of environmental reporting are various. If businesses are
aware of who the ‘target audience’ is for their environmenta reporting and the information they
require, businesses can publish appropriate environmental reporting. In an increasingly complicated
society, the concept of a “stakeholder”, who has some interest in the businesses or the business
activities, is expanded. There is adso a trend that stakeholders positively require environmental
information of the businesses.

Businesses should decide upon the intended readers of their environmental reporting and there
could be various preconceptions of potential readers depending on the nature of the business or the
policies. For example, a transactional company may target mainly investors, a mgor company may
target their employees from the point of view of environmental education; businesses which are
concerned with consumer perception such as retallers, may target consumers;, manufacturing
companies may target users; sites or plants may target the local public or authorities. Businesses may
also consider information mediators such as mass media as the key target.

As mentioned, businesses could assume various potential readers of their environmental
reporting, such as, consumers, shareholders, financia institutions, investors, customers, academics,
environmental NGOs, consumer organizations, local public, and authorities. Businesses publish
environmental reporting, targeting not only external stakeholders, but also employees and ther
families.

The contents and quality of information required in environmental reporting varies depending
on the intended targets. Priority may be given to the amount of detailed information provided, or to
the ease with which the environmenta reporting can be read. The former would gives priority to
experts, such as, investors, research institutes, and/or media, and the latter case gives priority to
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consumers. To cover broader stakeholders, NGOs, research ingtitutes, and mass media that can
summarize and interpret information and trandate it to society, could play a significant role. There
could be an overlapped approach in which a business makes environmental reporting contain much
information, and at the same time, prepares another communication tool such as a non-technical
environmental pamphlet especialy for consumers.

There are various activities aimed a the introduction of efforts towards environmental
conservation For example, other than environmental reporting, businesses may publish
environmental pamphlets or leaflets for general consumers, or prepare introductory page(s) in its
corporate annual report or recruit ment pamphlet, it may publish site environmental reporting together
with related companies or by individual site unit. In some original cases, businesses print all of their
environmental reporting on their homepage, sometimes including large amounts of detailed
information Moreover, the number of businesses that use advertisements which discloses
environmental conservation activities through newspapers, magazines, and television are increasing.

Ultimately, it is important to sufficiently assess the type of readers or stakeholders are to be
targeted. In some cases all potentia target audiences will be focused upon if a business publishes
comprehensive environmental reporting. These guidelines are edited presuming all possible readers
and stakeholders, and the following lists a considerable number of main potential readers and
stakeholders (No special order is observed).

- Consumers

First, consumers could be listed. Environmental issues are becoming more acute, and
consumers’ environmental consciousness is growing, and increasingly influences decisions when
choosing products or services. For example, very few consumers choose an appliance or a car without
considering energy-saving or fuel efficiency. Consumers also prefer packing and products that
produce less waste.

At the very least, an earnest attitude and efforts toward environmental issues would provide
confidence in the business and could ultimately have an effect on revenue.

- Shareholders, Financial Institutions, and I nvestors

Shareholders, financial ingtitutions, and investors are becoming readers of environmental
reporting. In Europe and the United States, one generally considers business' s state of activities on
environmental issues as one of the decision support materials when investment or financing is carried
out. These groups are likely to prefer to support those businesses that show amotivation towards
environmental conservation activities, or to manage environmental issues, as these factors could
influence future sales. The environmental rating of businesses will use environmental reporting.

- Customers (Commercial Transacts)
Customers may request environmental reporting. In Europe and the United States, some
businesses condition that commercial transaction companies must receive | SO 14001 certification. In

Japan, appropriate environmental conservation is becoming one of the conditions during transactions
13



with other businesses. This means that in addition to technologies, the state of finance, and thequality
of products of possible commercial transacts, businesses are now choosing customers based on the
total perspective, which includes environmental conservationactivities.

- Academics, Environmental NGOs, and Consumer Organisations

Academics, Environmental NGOs, and Consumer Organisations are also one of the potential
readers of environmental reporting. These groups play therole of “opinion-leaders’ and hold a strong
influence on general consumers or mass media. They have the potential to disclose the results of
comparisors between businesses environmental reporting and/or activities the environment.

- Local Public

Local public (for example around particular sites or stores) are aso potentia readers of
environmental reporting. The bcal public are interested the environmental conservation activities
being carried out, or how precautionary actions especially to prevent environmental pollution or to
avoid accidents are being taken.

Accordingly, the disclosure of environmental information and enhancement of environmental
communication play an important role in increasing the confidence of the loca public. If necessary,
busi nesses should also enhance the publicationand disclosure of site environmental reporting, which
is mentioned in the latter part of the guidelines.

- Administrations

Administrations are potential readers of environmental reporting. The* Law on Enhancement of
the Measures against Global Warming” enacted in 1998 and the “ Law Concerning Reporting, etc. of
Releases to the Environment of Specific Chemica Substances and Promoting Improvementsin Their
Management (the PRTR Law)” enacted in 1999 recognize the positive effect of disclosure of
businesses activities. In the legal system, information disclosure is considered to be a significant
political method.

Local authorities are also seeking to put pressure on local businesses to mitigate environmental
burden. The Local Basic Environment Planor Action Plan against Global Warming, isaimed at local
businesses, and local authorities to enhance the voluntary environmental activities of businesses
within the local area. To positively support businesses, superior in environmental aspects, local
authorities have begun to use the “ Environmental Activity Evaluation Program -Eco Action 21-" or
environmental reporting. With regard to the advancement of green purchasing, it can now be
presumed that authorities will request the publication and disclosure of environmental reporting as
one of the conditions for participationin abid or be a successful bidder.

Administrations themselves are beginning to draw up Action Plans for Greening Operations or
receive certification SO 14001. Furthermore, pioneer cases in which authorities publish and disclose
environmental reporting have emerged.
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- Employees and Their Families

Employees and their families are potential readers of environmental reporting. If a business
wants to employ excellent employees, motivate employees, or make them proud of the business, it is
important to show the business’s stance on environmental activities and to receive recognition for it.
Environmental reporting is an effective tool for these activities. In the future, the businesses attitude
towards environmental issues will be an important factor in attracting high calibre employees.

3. Boundaries and Disclosure Media for Environmental Reporting

When businesses publish environmental reporting, it is expected that they sufficiently examine the
boundaries of reporting in the organization, media used for the disclosure, and the contents of the

reporting.

Dependant on who the intended readers of environmental reporting are, various boundaries
within organizatiors could be applied when publishing environmental reporting. Basically, each
business needs to decide the boundary of environmental reporting, according to the aims and the
intended readers.

Essentially the application of boundaries can be classified into two broader categories. One
applies an entire organi zation (co-operative or group unit) and the other considers specific facilitiesin
setting the boundaries of environmental reporting.

The former considers investors and consumers as principal readers, and the latter considers local
public and local authorities as significant.

Many business operations are carried out by more than one corporation, for example they might
transfer production or consign logistics. Therefore, to correctly and fairly show the total
environmental burden of a business, it is necessary to disclose the environmental information of the
whole organization including subsidiary companies However businesses should be realistic when
deciding upon the boundaries of reporting, taking availability of data, cost of datacollecting and ease
of comparisonwith other companies into account. It is expected that the boundaries of environmental
reporting should ultimately be as consistent as possible, with that of consolidated financial
accounting.

Businesses also need to examine on the media used to disclose environmenta reporting. Most
existing environmental reporting is printed on paper, and this media is superior in terms of physical
easiness to read. However, an increasing number of businesses disclose environmental reporting
through the Internet, and this media has the advantage of the potential for renewa at the most
appropriate time. Although paper based environmental reporting and on-line reporting arethe samein
principle, it is reasonable to consider that environmental reporting on the Internet can contain more
detailed information which could not be printed. It is necessary to devise the contents of the
environmental information disclosed, based on the nature of each media.
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4. Environmental Reporting of Relatively Small Businesses

1) Environmental Activity Evaluation Program and Environmental Action Plan
-Environmental Reporting of Relatively Small Businesses-

The Ministry of the Environment has been promoting the distribution of the “Environmental
Activity Evaluation Program ” for the purpose of providing a simple system of environmental
management, since 1996. In this program, the Ministry proposes the publishing and disclosure of the
“Environmental Action Plan ” to businesses, and thisis considered to be environmental reporting for
the relatively small business level.

The Environmental Activity Evaluation Program is devised so that relatively small businesses
can develop concrete activities for environmental conservation by simple methods and can
summarize and disclose the results as an * Environmental Action Plan ”.

Asakey part of the program, environmental burdens caused by business activities are recorded
by smple methods, and environmental conservation activities are self-checked based on a given
checklist. Based on the result of this self-checking, businesses are able to establish the
“Environmental Action Plai’ which provides the targets and establishes the contents of
environmental conservation activities. Those who implement the program can register participation
with the program bureau and can report their “Environmental Action Plan’. Such ongoing
environmental conservation activities by the business can widely appeal to society.

The program stimulates businesses to voluntarily acknowledge its relatiorships with the
environment, to set up targets, and to make action. It supports plan-making and the implementation of
environmental conservation.

It is anticipated that relatively small businesses will firstly grapple with the preparation of the
“Environmental Action Plar’ based on this* Environmental Activity Evaluation Progrant'. For many
relatively small businesses, the disclosure of the “ Environmental Action Plart’, can be considered to
satisfy the necessary degree to which these businesses are expected to undertake environmental
reporting, from the point of businesses’ scale. After the business has continued activities based on the
program for a couple of years, businesses may go on to publish environmental reporting, to improve
the environmental activities or the quality of disclosed contents.

The aforementioned “ Environmental Report Awards” has a section which considers the
“Environmental Action Plari’ which supports the publication of the program by relatively small
businesses The superior program receives “the prize of the director-general of the Environment
Agency’.
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2) Site Environmental Reporting

To follow the environmental reporting disclosure of a parent company or headquarters or to
enhance environmental communication with certification of 1SO 14001, increasing numbers of
related companies, subsidiaries, sites, and plants publish environmental reporting. Thisis called” Site
Environmental Reporting’.

Recently, to follow the environmental reporting disclosure of a parent company or a
headquarters, increasing numbers of related companies, subsidiaries, sites, and plants publish
environmental reporting. Also an increasing number of sites are receiving SO 14001 certification,
voluntarily disclose environmental policy, and promote environmental communication with
stakeholders. Not merely disclosing environmental policies me sites go on to publish a report
which summarises the environmental objectives, environmental targets, and results of environmental
activities.

Environmental reporting published by related companies, subsidiaries, sites, and plants iscalled
“Site Environmental Reporting’.

For the local public living adjacent to a site and the local authority, activities for environmental
conservation within the site, such as mitigation or prevention of noise, vibration, odour, land
contamination, air pollution, and water effluents, are very important concerns, athough the
environmental activities of the whole corporation, such as the prevention of global warming, are also
important. Furthermore, each site is required to assess those chemicals which are listed on the
inventory of “the PRTR Law”. Based on this law, information on individual site is to be disclosed on
demand.

Site environmental reporting promotes environmental communication with local public and is
necessary to be written in brief manner, particularly emphasising local environmental issues, which
may be omitted in environmental reporting of the whole corporation Site environmental reporting
plays a huge role in generating public confidence in asite, and the continued operation in the area. As
it is clear, site environmental reporting has different items and contents compared with standard
environmental reporting, and it should in particular clarify the nature of a site. A chart in Chapter 3,
section 5 of the guidelines shows preferable components to be included in site environmental
reporting as “Individual site” in the heading of “Boundary’.

The Ministry of the Environment would expect that any distribution trends of the publication of
site environmental reporting, whichrefer to the guidelines, are expanded.
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Column - Important Noticeto Drawing Environmental Reporting -

There are many points that should be considered when preparing the publication of environmental
reporting. However, the most important point is to publish it, regardless of its format or contents. The
second most important point is to improve the contents of the reporting rather than its cosmetic appearance
It isunwise to spend excessive amounts of money initialy, and it is more important to gradualy improve
the quality of the environmental reporting, over several years.

- To Publish isImportant

When one prepares the publication of environmental reporting, reference may first be made to the
environmenta reporting of the major companies and other companies within the same sector. If one reads
the environmental reporting of major established companies, there may be many pagesin full colour, it may
have contents of high quality, and it may overwhelm the potential publisher. Faced with such high quality
reports a business might consider that “ Such high quality environmental reporting isunfeasible”, or “If our
business does not produce environmental reporting in colour, it is shameful”, or “We don't have the
necessary budget to publish such environmenta reporting”, and so on.

However, it isimportant to realise that superior environmental reporting is not necessarily one which has
many pages in full colour, but one which contains al the relevant and necessary information. Even
businesses that currently publish superior environmental reporting would not have started in this way. Al
businesseswould have published brief environmental reporting at first.

The main point is whether one publishes environmental reporting or not, and to complete the contentsis
the next step. The first step is to try to publish environmental reporting by making reference to the
guidelines. One does not necessarily need to depend on externa assistances and it is important that the
business starts preparations itself by using a computer or a word processor.

- Gradual Improvementsin Environmental Reporting and Extersionsto Boundaries are Important

When one publishes environmental reporting, it is important to prepare it according to the possible
organisation and fields to be reported. Concretely it may be better to begin from the perspective of saving
energy and resources, waste reduction, and recycling with the boundaries of the headquarters or principal
sites. If 1SO 14001 certification has been attained, it is a possible ideato begin to report in terms of
environmental policy, targets, and achievements.

These guidelines recommend the gradual expansion of the boundaries and the field of reporting, with the
simultaneous gradua improvemert of itemsand contents.

- Try to Publish Environmental Reporting which Appropriately Expressesthe Natureof theBusiness

Environmental reporting should appropriately reflect the nature of the business itself. To satisfy this, itis
necessary to explain what the businesses operations are. Including not only environmental aspects, it is
desirable to mention business courses or policies. It is aso important that environmental reporting
appropriately mentions business specific contents, environmental burden according to the business
characteristics, and environmenta conservation efforts.

- Givelmportanceto the Contentsof Environmental Reporting

Environmental reporting which gives importance to the overall appearance of the report firs, is not
essentially environmental reporting, but more a PR pamphlet. Although following points, “easy to see”,
“easy to read’, and “ understandable”, are important points when one publishes environmental reporting, it
is important not to depend on external companies which may undertake the publication of environmental
reporting. The most important point is that the necessary items and contents, which take the character of the
business into account, are appropriately mentioned. In other words, businesses that are passive to
environmental conservation activities cannot publish environmental reporting of qudity.

Environmental reporting should systematically summarise a business's ideas on environmental issues,
efforts, achievements and future targets. Environmental reporting is a tool for environmental
communication and to appropriately enhance environmental conservation activitiesis crucial.
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Chapter 2. Desirable Environmental Reporting

1. Foundations of Reporting

When businesses publish environmental reporting, it is necessary to clarify foundations such as the
reporting organisation, the reporting period, and reporting field. Such foundations should clearly be
mentioned in environmental reporting.

1) Clarification of Reporting Organisation (Boundary)

It is essential that businesses clearly define the boundary of the reporting organisation in
environmental reporting.

A magjor consideration should be whether theboundary of the reporting includes: an independent
company only, a consolidation or group companies, sites in Japan, or sites all over the world.

Some existing environmental reporting inconsistently applies different boundaries within one
environmental reporting (e.g. the corporate profile applies independent settlement data,
environmental performance refers to data corrected at principal sites but not all sites statements on
environmental conservation activities include overseas sites or subsidiaries).

Although this may be unavoidable due to the accuracy of corrected data or labour, it is necessary
to specify the boundaries applied to each component, should they be different to the boundaries
applied to the whole environmental reporting. In this case, the use of achart which gives an outline of
the whole organisation, mentiors the business strategy of the whole organisation, and explains the
position of each organisationwill help readers understanding onthe reporting organisation.

2) Clarification of Reporting Period

It is essential that businesses clearly define the period of the reporting in environmental
reporting.

Firstly, the reporting period of various data within environmental reporting, such as corporate
profile, financia information, and environmental performance information, should be unified where
possible. If the reporting periods are different for different components of the reporting, it is crucial to
clearly mention the difference(s).

Secondly, the period of environmental conservation activities mentioned in environmental
reporting should be consistent with the applied period of the environmental reporting. However, not
all activities may have finished within a fixed period, past environmenta activities may have a
continuous effect over a period of time, and reported environmental activities carried out within a
fixed period may not accurately reflect al of the business s environmental conservation activities. In
such cases, it is essentia to clarify the differences.
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3) Clarification of Reporting Field

It is essential that businesses clearly define the field of reporting in the environmental reporting.

Recently, in Europe and the United States, the notion that the aspects of reporting are not just
limited to “the environment” and can be expanded to social and economic fields, isbecoming popular
and businesses and businesses are publishing this as “sustainability reporting”. Social aspects refers
to, for example, occupational safety & health, employee benefit policies, equal opportunities
(barrier-frees), minimum weges, freedom of union activities, philanthropy, and so on. Economic
aspects refers to, for example, net sales and benefit, assets, amount of investment, wage, labour
productivity, employment creation, and so on.

However, in contrast to the environmental field, the reporting of social and economic aspects is
still under development. It is crucial to accumulate various relevant researches and examinations in
future.

Many businesses do however deal with environmental measures and occupational safety &
health at once within the same sectionin acompany. Further, there are casesin which these issuesare
very closely related to each other. The headings and contents which these guidelines adopt are the
recommended minimum from the perspective of environmental conservation. It is desirable that each
business extends the fields of reporting to social and economic aspects at their discretion

2. Principles of Reporting

Environmental reporting is published as a tool for environmental communication from the
perspective of social accountability. The following six principles are essential in order to make
environmental reporting an effective tool for environmental communication and discharging social
accountability. Environmental reporting which does not meet with these principles is not considered
to be true environmental reporting, but more as an environmental pamphlet.

1) Relevance

The nature of a disclosed environmenta reporting differs according to intended readers and
stakeholders. For example, the intended readers of environmental reporting could be consumers and
customers, or investment institutes and environmental NGOs that have expertise. The contents of
environmental reporting vary depending on principa readers intended. It is crucia to sufficiently
consider the expectation and needs of each reader toward the business and environmental reporting.
Environmental reporting should suit the expectations and needs of its readers.

2) Reliability

Whether various stakeholders accept and trust the contents of a published environmental
reporting depends on the business' s posture on the publication of environmental reporting.
In order to promote the reliability of environmental reporting, it is necessary to take the
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following points into consideration.

- To include contents based accurately on facts

- To comprehend that it is necessary to provide substantial information on environmental
conservation activities and mitigation of environmental burdens to be carried out by the
business

- To describe neutrally, and without bias, information which could have an impact upon the
decisions and opinions of readers with regard to socially contentious issues

- To carefully express the contents in a way which will not lead to misunderstandings, with
regard to uncertain facts or data and predictiors of the future

3) Clarity

The potential readers of environmental reporting are various and it is important to take into
account the need for clarity and the need to avoid misinterpretation when businesses publish
environmental reporting.

Some environmental reporting only mentiors businesses environmental activities They amost
fail to mention quantitative data (results and targets) and the state of environmental burdens caused by
their activities. To inform readers of facts accurately, it is essential to indicate such quantitative data.
Environmental reporting should mention not only index numbers but also the absolute values. If the
absolute values are excluded or only an index is applied, it could damage the evaluation of the
business or raise needless doubts, and it may lead to the misconception such as, “ Actually, they are
not taking any action at all” or “ They actually produce larger environmental burdens”.

Further, to promote a deeper understanding of readers, it is important to show continuous
changes which have occurred in the last few years.

After that, environmental reporting, as a communication tool, should be easy to see, read, and
understand. It is also necessary to devise particular expressions that attract the readers interest to
read.

In order to promote the clarity of environmental reporting, it is desirable to do the following.

- To enhance the use of straightforward sentences and styles
- To use graphs or pictures in addition to text
- To appropriately explain the meaning of efforts made or quantities mentioned

Expressions and terms that can only be understood by someone in the trade or company should be
avoided where possible, or if unavoidable, explanatory notes should be added.

It is especialy expected that site environmental reporting should be summarised in easy manner,
with emphasis on information of interest to the local public.
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4) Compar ability

Although environmental burdens vary in accordance with the nature of business or sector, it is
desirable that environmental reporting can be comparable among businesses in both the same and
different sectors. If it is incomparable, a business cannot refer to other businesses’ activities and
stakeholders will face difficulty in selecting businesses that show positive motivation in
environmental conservation.

The enhancement of the reliability of environmental reporting and comparability among
businesses, will result from, the clear description of data corrected and methods of data measurement,
the publishing of environmental reporting which confornms to the guidelines, and/or the measurement
of environmental performance information by applying commonly agreed standards within the trade.

In addition, it is necessary that information included should not be only for a single year, but
should it enable to compare historical trends (for at least the previous three to five years) of the
business.

5) Verifiability

In the process of promoting reliability in environmental reporting, it could be considered that
verifiability of information mentioned in environmental reporting from an objective standpoint is
necessary. To be verifiable means that, first; estimation methods and boundaries of each piece of
information within environmental reporting are clearly mentioned. Second, verifiability also requires
certain sources for each information in environmental reporting, and calculation systems to allow
confirmation of the reliability of databy athird party. In this case, the third party does not necessarily
mean external person(s), and could refer to internal auditor(s). The next section of these guidelines
can be referenced, with regard to the third party review.

6) Timeliness
It is important that environmental reporting is published periodically, appropriately including
the business's environmental conservation activities, environmental accidents, and/or policies or

targets that are established or revised.

3. Systems for Promoting Reliability of Environmental Reporting

It is not sufficient for business to merely publish environmental reporting. Even if the
environmental reporting is either published from the view of socia responsibility or used for atool of
environmental communication, the environmental reporting must be accepted and must be able to be
relied upon by society. In this context, the method of the promotion of the reliability of environmental
reporting is as essential as the contents.

To promote the reliability of environmental reporting, it is possible to assume various methods
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or systems, as given in the examples below. Pioneers have already begun such activities.
Businesses should decide which of methods they apply and/or how to implement them,
according as own business sector, business peculiarities, or reported contents.

1) Securing Mutual Communication

As aconsequence of the various guidelines on environmental reporting which have been issued,
most environmental reporting cite the date issued, scheduled date for the next issue, and contact
person(s) for the environmental reporting. Moreover, by attaching a questionnaire or a postcard
which enables readers to respond to the business, increasing numbers of recently published
environmental reporting clearly express the posture of actively seeking readers’ comments or
requirements. Also increasing number of businesses use the Internet in order to secure a means of
mutual communication.

As mentioned, it can be said that to secure method(s) of mutual communication regarding
environmental reporting and to positively correspond to stakeholders comments or enquiries are the
most fundamental methods of promoting the reliability of environmental reporting.

Likewise, if readers can access not only the information mentioned in environmental reporting,
but also the various baseline data, it greatly increases the reliability of all of the information. Such
methods will be a discussion topic in the future.

2) Publication with Reference to Neutral Guidelines

Although it is important that each business prepares environmental reporting with devised
manner, commonality and comparability in some degree ae aso necessary. Further,
comprehensiveness is necessary. For example, environmental reporting should mention information
on the actual implications of current environmental burdens taking the nature of the business into
account, the state of the environmental conservation activities, and so on.

Therefore, the publication of environmental reporting in accordance with common guidelines
issued by neutral organisations and the clear referencing of such guidelines would contribute to
enhance comparability, comprehensiveness, and reliability. Some businesses have already published
environmental reporting in accordance with the guidelines issued by the Environment Agency, PERI,
GRI, and others, and this has been clearly referenced. There are cases in which specific industries
draw up agreed standards for the process of estimation of the green house gasses emissions or
guidelines for environmental accounting.

One of the aims of the publication of these guidelines is to enhance the reliability of
environmental reporting through businesses publishing environmental reporting in accordance with
the guidelines and making clear reference to it.

In addition to making reference to specific guidelines, in the event that the business does not
include required headings, it is necessary to mention the exclusions.
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3) Strict Internal Management and Its Disclosure

Environmental management systems, systems for the correction and management of
environmental information, and standards of internal environmental management and internal
environmental audit should be strictly established. The basis of the reliability of environmental
reporting is the implementation of such internal management and auditing.

Further, the disclosure of such standards or the results of auditing within environmental
reporting would be useful to promote reliability. Pioneers have already begun such activities.

4) Third Party Review

To enhance the reiability of reporting, businesses may receive review or statement from an
independent and neutral party, with respect to the reliability and comprehensiveness of the
environmental reporting. In Europe, the United States, and Japan, the incidence of businesses
receiving third party reviews is increasing.

Current third party reviews include the verification of:
“the accuracy of information” within the environmental reporting,
“the comprehensiveness of reported contents” in environmental reporting,
“the appropriateness of measures’ actually implemented, and
the compliance with legal requirements.

S -

These verification are not necessarily implemented separately, yet there are cases in which
severa are implicated in a compounded manner.

These verification activities are highly valued as representing positive challenges designed to
promote the reliability of environmental reporting. Current third party reviews, however, use different
terminology, such as “third party’, “ verification’, “auditing”, “third party statement”, etc. and the
definitions of these terms are not clear. As above, if such trends spread easily without clear rules or
guidelines for verification, and with ambiguous endowments of the reviewer(s)or organisation it
could lose socia confidence.

The Ministry of the Environment recognises the trend of the third party review as one of the
significant measures in enhancing the reliability of environmental reporting, and is to examine the

effects and problems of this practice in the future.

4. Environmenta Performance Indicators

For businesses to promote their voluntary environmental conservation activities effectively, it is
essential to accurately assess the scope of environmental burdensthey are generating and to assess the
outcomes of the measures they are taking (environmental performance). “Environmental
performance indicators’ measure this environmental performance. Businesses cannot truly perform

significant environmental conservation activities until they select appropriate environmental
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performance indicators from the point of view of environmental conservation.

By making good use of environmental performance indicators, businesses will be able to make
better assessment and decisions regarding their internal environmental conservation activities, and to
promote more appropriate disclosure/provision of environmental performance information in such
means as environmental reporting.

Therefore, it is necessary to choose appropriate environmental performance indicators and to
mention them when businesses publish environmental reporting.

The Ministry of the Environment has established “the Study Group for Environmental
Performance Indicators of Business Operators’ (the chairperson Ryoichi Yamamoto, professor,
Center for Collaborative Research, the University of Tokyo) and has researched and debated
desirable environmental performance indicators. As outcome, the Ministry of the Environment has
issued “ Environmental Performance Indicators for Businesses (Fiscal Y ear 2000 Version)”.

In this paper, the following points describe the necessary aspects of environmental performance
indicators.

(1) Environmental performance indicators should accurately reflect the important environmental

burdens and efforts of organisations, based on the current status of environmental issues and
trends in environmental policy. (Relevance)

(2) Environmental performance indicators should properly enable yearly comparisons,
comparisons among corporations of the same trade, comparisons with other industries,
comparisons with local and nationwide environments, comparisons with lega requirements
and others. (Comparability)

(3) Information related to the indicator should be verifiable from neutral standpoints in order to
make them be reliable. (Verifiability)

(4) Environmental performance indicators should be easily understood by people within
organizations and by stakeholders. (Clarity)

Based on these conditions, a framework for environmental performance indicators (system and
classification) is summarised in the following chart.
In addition, environmental performance indicators are classified into three categories based on
the framework. They are:
- Common Core Indicators
- Industry-Specific Core Indicators
- Indicators Selected by Business Operators

The headings and contents that should be mentioned in environmental reporting, given in
Chapter 3 “What should be Included in Environmental Reporting ”, Section 4 “State of
Environmental Management” and Section 5 “State of Activities for Reduction of Environmental
Burden’ of these guidelines, are summarised based on the said “Environmental Performance
Indicators of Business Operators’. Therefore, it is expected that reference will be made to this paper
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when businesses publish environmental reporting.

Chart: Framework for Environmental Performance Indicators (System and Classification)

Environmental  burdens  within | Environmental burdens at upstream and
business areas (Area where|downstream (Area where businesses
businesses can manage direct |can manage indirect influences on the
influences on the environment) environment)
Indicators related | Input Materias Total input of materials Indicators for Green Purchasing etc,
to environmental according to the characteristics of
burdens products and services purchased
(Operational Energy Total energy consumption
Performance Water Amount of water used
Indicator Output | Air Amount of greenhouse gases and
ozone depleting  substances
released
Water/soil Total amount of drainage
Wastes Total amount of disposal,
Amount reused and recycled,
Amount of final disposal, etc
Products/services Indicators for environmental burdens
according to the characteristics of
products/services eg., Energy
consumptionrateof each product group,
Amount of product used, containersand
packaging collected.
Transportation Total volume of transportation, CO, emissions resulting from transportation
Cumulative soil contamination (Stock pollution)
Land utilization
Other environmental risks

Indicators related to environmental management | Environmental Management Systems, Design for the Environment,

(Management Performance Indicators ( )) [Environmental  accounting, Disclosure of information and

Communication, Compliance with regulations, Social contributions

Management-related indicators Sales, Output (total price and amount), Total amount of floor space,

Number of employees, etc.

*Management-related indicators are also mentioned in order to allow an estimation of intensity of environmental burden or

environmental efficiency (eco-efficiency) thataccounts for both environmental performance and economic performance.
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5. Environmental Accounting Information

Environmental accounting is one of the frameworks that can be used for quantitatively
evaluating the attempts made towards environmental conservation by businesses For businesses
environmental accounting is a management analysis method designed to increase the rationality and
effects of tackling environmental conservation within the businesses when they promote
environmental management. On the other hand, socially, environmental accounting is an effective
method for understanding how businesses approach environmental conservation through a
standardized framework. Social interest in environmental accounting is increasing.

Accordingly, environmental accounting information has become one of the significant headings,
necessary in environmental reporting.

The Ministry of the Environment has established “Study Group for Developing a System for
Environmental Accounting” (the chairperson: Masao Kawano, Professor, International Graduate
School of Social Sciences, Yokohama National University) and had examined the desired
environmental accounting system and its guidelines. The results of the examination were issued as
“Developing an Environmental Accounting System (Y ear 2000 Report)” in May 2000.

In the “ Guideline for Introducing an Environmental Accounting system”, with respect to the
framework of environmental accounting, the guideline enables the correlation of each item in terms
of “ environmental cost” with “environmental effects’” as much as possible and includes the elements
of the "economical effects associated with environmental measures’ in an appropriate form. The
guideline proposes devel oping a system that candisplay environmental costs and associated effectsin
well balanced manner as awhole.

Effect side \
* Environmental conservation effect
Examples)

) Amount of reduction of
Cost side

environmental pollutionwastes

* Investment amount and expense amount Armount of resources and

for environmental conservation energiesthat are conserved

Examples) Amount of reduction of wastes
Cost withinthe businessarea Environmental
Cost of upstreamand downstream (Physical quantity units) effect

Management activity cost

Research and devel opment cost * Economical effects associated with
Social activity cost environmental measures
Environmental damage cost Examples)

Amount contributed to business
(Monetary quantity units) revenues

Amount of costs reduced and

avoided
(Monetary units) j
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In the guideline, “environmental cost” isdefined asthe “ investment amount and expense amount
for environmental conservationi’. In principle, the purpose of the expenditure determines whether
individual costs are applied to "environmental costs' and the method of measuring the costs is
directly applied. When this method is difficult, practically possible methods (e.g., aggregation of
balances, or apportionment aggregation) are recommended as alternatives.

The following shows the definitive classifications of “environmental cost”.

(1) Environmental cost for controlling the environmental impacts that are caused within a
business area® by production and service activities (Abbreviated as business area cost).

(2) Environmental cost for controlling environmental impacts that are caused upstream or
downstream as a result of production and service activities (Abbreviated as
upstream/downstream cost)

(3) Environmental cost in management activities (Abbreviated as management activity cost)

(4) Environmental cost in research and development activities (Abbreviated research and
devel opment cost)

(5) Environmental cost in social activities (Abbreviated as social activity cost)

(6) Environmental costs corresponding to environmental damages (Abbreviated as
environmental damage costs)

Further, the guideline proposes two methods available to measure effects relating to
environmental measures. They are:
(1) “physical quantity units’ suitable for measuring the amount of environmental impact and
guantitative change; and
(2) “monetary units’ suitable for measuring the business revenues achieved by companies and
cost reduction or avoidance due to environmental measures.

When examining costs and benefitsof environmental measures implement ed, businesses should
first measure “ Environmental conservation effects’, which controls or avoid environmental burdens
from business operation. Companies should individually measure the effects by making associations
with environmental costs wherever possible. The guideline classifies them under environmental
effects occurring in a business area (business area effects), environmental effects occurring in the
upstream/downstream (upstream/downstream effects), and other effects

Demonstrating yearly changes by using physical quantity units sometimes cannot report a
business’ efforts for environmental conservation, therefore, the guideline shows examples of some
comparative indexes.

With regard to “ Economical effects associated with environmental measures’, which measures
effects, in asum base, contributing to business revenue, there are economical effects cal culated based
on acredible basis and those based on hypothetical calculations. The “economical effects calculated

! Areawhere companiesincluding material distribution and sales activities can manage directly influences on the environment
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based on the credible basis’ refer to those that substantially appear and can be included in
environmental accounting. Since economical effects based on hypothetical calculations, include
assumed calculations, their disclosure is not requested at this current stage (To be disclosed, the
calculation basis used for the assumptions must be indicated).

For the disclosure of environmental accounting information, four kinds of formats, namely,
“Environmental cost oriented type (two types)’, “Environmental effect correlation type’, and
“Comprehensive effect correlation type’, are attached in the guideline taking the convenience of
disclosure into account.

As above, when including environmental accounting information in the environmental reporting,
the business could refer to this “ Guideline for Introducing an Environmental Accounting systen’.
The guideline (English version) is available at the homepage of the Ministry of the Environment
(http://www.env.go.jp/policy/kaikei/report00e.pdf). The Ministry also provides the “ Environmental
accounting support system” and the “Environmental accounting guidebook” (available only in
Japanese) at the homepage (http://www.env.go.jp/policy/kaikei/index.html).
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Chapter 3. What should be Included in Environmental Reporting
1. Structure of Environmental Reporting

There are “Necessary Components of Environmental Reporting’. These are components,
essential for making environmental reporting a tool for environmental communication, and for
discharging social accountability. The most current environmental reporting contains these
components.

The necessary headings of environmental reporting are divided into four categories. They are:
Basic Headings, Summary of Policy, Targets, and Achievements of Environmental Conservation, State of
Environmental Management, and State of Activities for Reduction of Environmental Burden. In each
category, the necessary headings of environmental reporting are the following eighteen.

1. Basic Headings
Including CEO’s statement, the foundation of reporting, and a summary of the nature of the

business, this contains fundamental components to ensure the reporting functions as a
communicationtool between the business and the society. It is aso necessary that CEO’ s statement
includes not only a greeting, but also commitments to society.

The necessary components are the following three headings.

(1)CEQ’s statement

(2)Foundation of reporting (Reporting organisation, time period, fields, divison in charge of

publication, and contacts)
(3)Summary of the nature of the business

2. Summary of Policies, Targets, and Achievementsin Environmental Conservation

This component summarises policies, targets, plans, and achievements with regard to business’s
environmental conservation activities. It is appropriate for targets, plans, and achievements, including
state of environmental burden, to be summarised in atable.

The recessary components are the following three headings.

(1)Business policies and posture regarding environmental conservation

(22Summary of policies, targets, and achievements in environmental conservation

(3)Summary of environmental accounting information

3. State of Environmental M anagement

It is necessary to summarise al aspects of environmental management, such as environmental
management systems, state of research and development of technologies for environment-conscious
products/services (Design for the Environment (DfE)), state of the disclosure of environmental
information and environmental communication, state of compliance with environmental regulations,
and state of social contribution.

The necessary components are the following five headings.

(1)State of environmental management system

(2)State of research and development of technologies for environmental conservation and

environment- conscious products/services (Design for the Environment (DfE))

(3)State of the disclosure of environmental information and environmental communication

(4)State of compliance with environmental regulations
(5)State of social contribution related to environment
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4. State of Activitiesfor Reduction of Environmental Burden
The current state and records of environmental performance that indicates businesses’ efforts to
mitigate environmental burdens should be mentioned. If necessary, it should summarise yearly
changes. This component may contain the greatest amount of information in environmental reporting.
The recessary components are the following seven headings.
(1A complete picture of environmental burdens (Perception and valuation of whole life cycle of
operation)
(2)State of environmental burdens from material/energy input, and mitigation measures
(3)State of environmental burdens at the upstream (purchase of products/services), and mitigation
measures
(4)State of environmental burden from output of refuses and mitigation measures
(5)State of environmental burdens at the downstream (providing products/services), and mitigation
measures

(6)State of environmental burdens from transportation, and mitigation measures
(7)State of environmental burdens from cumulative soil contamination, land utilization and other
environmental risks and mitigation measures

Each of the headings consists of “Significant Components’, “Significant Components for
Specific Sectors’, and “ Further Recommended Components”.

“Significant Components’ refers to the contents that domestic and international environmental
reporting guidelines commonly deal with and are of common importance to al businesses.
“Significant Components for Specific Sectors’ are components that are considered to be significant
dependent on the business sector and its nature. “Further Recommended Components’ refers to
components that are not significant compared with the above, athough they will help the reader’s
understanding and increase the objectivity of the contents as an environmental communication tool or
atool to disclose socia accountability.

With regard to said headings, “3. State of Environmenta Management” and “4. State of
Activities for Reduction of Environmental Burder’, their contents are edited based on
“Environmental Performance Indicators for Businesses (Fiscal Year 2000 Version)” established by
the Ministry of the Environment.

These guidelines do not intend to prescribe and enumerate the headings and contents, but it
summarisesthe results of current studies. Therefore, the inclusion of environmental topics of public
concern should be judged at management level based on market significance of the topics, even if
their environmental impacts are scientifically uncertain. It is also expected that for such topics
businesses will voluntarily examine and develop the headings and contents of environmental
reporting accordingly. Further, it is expected that a business should positively mention an aspect,
which is judged as significant environmental information, even if it is not mentioned within these
guidelines.

As above, these guidelines mention the components of environmental reporting and do not
prescribe any order of headings and the contents to be added under each heading. It is expected that
businesses will devise the structure of the environmental reporting according to the nature of the
business.
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* Environmental Performance Indicators of Business Operators
Within the report: “ Environmental Performance Indicators of Business Operators’, those indicators that
meet the following requirements are defined as“ Common Core Indicators’.
- Important from the point of view of environmental issues and environmental policy trends
- Applicable to a great majority of business operators regardless of the characteristics of organizations, such
as industry types, regions and stakeholders
- Methods of measurement and estimations of these indicators available at this stage

These indicators are expected to be assessed by al businesses. This environmental reporting guidelines define
these summarised core indicators as* Significant Components’, (although it is acceptable to leave them out if
they are obvioudy unrelated to the business).

Furthermore, those indicators that meet the following requirements for each industry are defined as
“Industry-Specific Core Indicators’. The relevant businesses are expected to examine the appropriate headings
of indicators from the perspective of business characteristics, based on given headings of indicators in the
paper. This environmenta reporting guidelines define these summarised, “ Industry-Specific Core Indicators’
as “Significant Components for Specific Sectors’ (However, a this stage, only a few sectors have been
roughly selected and assessment is under examination. It is aso not consistent with al types of business.
Therefore, it is necessary to exclude or add indicators according to each business characteristics.) .

2. Basic Headings

1) CEO’s Statement

Concurrently with the greeting for the publication, the CEO or environmental management
representative provides a statement, which recapitul ates the meaning of the issues and contents of the
environmental reporting. The statement clarifies a business’s posture on environmental conservation
and its commitment to society.

It is necessary that the statement includes policies and targets on environmental conservation,
based on the particular industry, operational scale, and individuality, which will enable the businesses
core activities on the environment to be understood.

The CEQO’s statement to be added at the beginning of environmental reporting, includes the
business’'s own ideas, current status, and future targets on environmental conservation, and is
extremely significant. The commitment to society, inwhich the CEO officially makes a commitment
to society, is so significant that the CEO must make up his or her mind to bear certain responsibility if
commitments cannot be achieved.

Further, the contents of the statement are necessary to be appropriate to the industry, operational
scales, and individuality. The statement will be incomplete if any generalisations are made.

Significant Components
The recognition of the necessity of environmental conservation activities within the business
and of the prospect of sustainable society which will orientate environmental conservation, in
future
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Environmental aspects according to the industry, operational scales, and individuality and
policies or targets corresponding to the environmental aspects

Basic posture on the disclosure of environmental information

Commitment to the society concerning said components

Further Recommended Components
The signature of the CEO
Details of the results of environmental conservationto date, achievements of targets, and future
challenges
Comparisors between the businesses state of environmental conservation and that of industry
standards or society in general

2) Foundations of Reporting
(Reporting organisation, time periods, fields, division in charge of publication, and contacts)

This specifically mentions the reporting organisation reporting period, reporting field, and other
aspects that detail the foundations of reporting when businesses publish environmental reporting. In
addition to this, clarification should be made of the division of the business to be in charge of
publication and contacts, furthermore, methods of receiving feedback and/or enquiries should aso be
devised. These are necessary in order to make environmental reporting an effective tool for
environmental communication.

Significant Components
Reporting organisation (the boundary of reporting may contain specific sites, plants or
subsidiary companies, and the differences with consolidated companies should be explained).
If boundaries do not yet include the whole organization, a projected timescale for complete
coverage should be provided
Reporting time period, the date issued, and schedule for the next issue (and date of the most
recent previous environmental reporting, if any)
The reporting field (contents, if it includes fields other than environmental)
Thedivision in charge of the publication and means of contact (including telephone number,
fax number, e-mail address)
Any feedback methods, such as attaching a questionnaire or postcard which states that the
business will provide areply to correspondences

Further Recommended Components
The company Web address
Contacts with branches (national or global)
Lists and outlines of principal related materials which are also disclosed (such as, a corporate
pamphlet, securities reports, environmental pamphlets, technical pamphlets, or employee
manuals and details of how these can be obtained)
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3) Summary of the Nature of the Business

It is necessary to provide a simple outline of the nature of the business, i.e. what does the business
undertake, and on what scale. If the outline of the business is not provided, it is difficult to
comprehend the likely environmental burden according to the nature of the business and which
environmental conservation activities are likely to be significant. It istherefore necessary to include
brief descriptions of the business, and the products or services involved.

If the type of operations carried out by abusiness can be understood, i.e. what isthe scale of the
business, and what are its peculiarities, it ispossible to predict the sort of mitigation of environmental
burden which should be taking place.

In addition, management related information, such as sales, output of products or services, and
the number of employees can be used as a basis for the estimation of environmental burden per unit of
product or service output (the intensity of environmental burden) or value of products or services per
unit of environmental burden (eco-efficiency).

Significant Components
Details of abusiness and its products and services (the field of the business)
The total management policy
The address of the headquarters
The rumber of plants and facilities, addresses of principal plants and sites, and a list of
productions of each
Number of employees (including historical trends for at least the previous three years)
Sales or output (including historical trends for at least the previous three years)

Further Recommended Components
An outline of the history of the business and its environmental conservation activities
Regions in which the business's operatiors and sales are located (with regard to regions of
mining, and purchasing of principa raw materials, or selling products and services). It should
mention whether operations are limited to Japan, specific regiors, or overseas)
The reture of markets or customers served (such as, retailers, wholesale, or governments)
Details of significant changes in size, structure, ownership, or products/services that have
occurred in the reporting period (if any changes such as, mergers, reorganisation into in-house
companies, advances into new business, or construction of new plants)
Other information on the scale of activity of the reporting organisation (e.g., total assets, profits,
or total floor space)

34




3. Summary of Policies, Targets, and Achievements in Environmental Conservation

1) Business Palicies and Postur e regarding Environmental Conservation

When businesses make efforts to address environmental issues, it is crucial to establish
management policies and posture for environmental conservation, and disclose this in their
environmental reporting. The management policies or ideas should be appropriate to individual
business operatiors and also be consistent with the CEO’ s statement.

Aswell asincluding management policy and ideas for environmental conservation, details of the
background andjustification for the establishment of the policy based on thebusinessindividual traits
(e.g., existing environmental burden, necessary environmental conservation efforts) should be
provided in order to make the environmental reporting more understandable.

With respect to management policies on environmental conservation, it is necessary to include
not only operational areas within the business, but also upstream and downstream (e.g., purchase of
(raw) materials, transportation, use and disposal of products/services) in their targets, thereby taking
the entire life cycle of the business into account.

Significant Components
Management policies and posture on environmental conservation (these should be appropriate
to the nature and scale of operations and products/services and also the environmental burden
caused by the businesses operatiors)
Date of the establishment of the policy, measures taken to establish policy, and consistency
with other management policies

Further Recommended Components
Easy explanation of the intended contents of management policy concerning environmental
conservation, vision for the future, and the background to the establishment of policy
The identification of and contents of the environmental charters or agreements to which the
business conforms

2) Summary of Policies, Targets, and Achievementsin Environmental Conservation

It is clearer if abusiness draws up a tabulated description of the targets, plans, and data to be
followed by baseline data, this might include medium and long term targets, current targets and
targets to be set in the next term; the targets set correspond to each policy on environmental
conservation; a summary of data (actual records) which demonstrates environmental burden during
the reporting period and the state of the business’s efforts toward mitigating them.

If necessary, the provision of a summary of thetotal environmental reporting may also make the
information provided more understandable.

A business should mention medium and long term targets (the goas of environmental
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conservation and mitigation methods) and targets for the current reporting period and those for the
next period. These are not simply theoretical targets but ones that should be actually achieved. The
targets should be as concrete and measurable as possible.

It is necessary to include not only operatioral areas within the business, but also operations
upstream and downstream (e.g., purchase of (raw) materials, transportation, use and disposal of
products/services), when setting targets, thereby taking the whole business life cycle into account.

Furthermore, summarised data, such as an outline of plans corresponding to targets, records of
environmental burden during the reporting period, environmental accounting information (costs of
environmental conservation, namely, “environmental cost” and economical effects), should also be
mentioned. This could best be presented, through the use of tabulated descriptions, indicating
corresponding page(s) in the environmental reporting which describe “ the state of activities for the
reduction of environmental burden’ given in Section 5 of this Chapter, and where necessary, by
summarising the contents

In order to clarify the progress of efforts, is necessary to include records of environmental
burden within a set time period (e.g. over a calendar or financial year).

Because the components of environmental reporting are various, potential readers (other than
those with relevant experience) may find it difficult to assess the extent to which business operatiors
arerelated to environmental issues and the efforts taken to mitigate environmental burden. It is also
anticipated that businesses will briefly mentionthe individua efforts and the fruits of these efforts,
compared with the previous environmental reporting.

Therefore, a summary of thetotal environmental reporting in the form of atable or chart, over
one or two pages, is desirable in order to facilitate the readers understanding of the relationship
between a businesses operation and the environment and future challenges.

Significant Components
Medium / long term and current / next term targets for environmental conservation (appropriate
to the characteristics of the business and its scal€)
Established time (date), “ yardstick” period and intended duration of medium /long term targets
Plans corresponding to said (medium/long term and current / next term) targets regarding
environmental conservation
Summarised data relating to environmental burden and the state of the business's
environmental efforts during the reporting period, corresponding to the targets
Evauation of the results of environmental burden and the business’s environmental efforts
Data collected within the “ yardstick” period

Further Recommended Components
A summary of thetotal environmental reporting with each page of the report corresponding to
the contents of the summary

Challenges for environmental efforts made by the business corresponding to details of the
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operation and particular products/services.
Characteristic efforts made during the reporting period
Additional or improved efforts since previous reporting

3) Summary of Environmental Accounting Information

Making reference to the guidance given in*“ Developing an Environmental Accounting Systerm’, a
business should assess (measure) and analyse, as quantitatively as possible, costs and effects of
environmental conservation during operations, and should mention the current state of the
implementation of environmental accounting, giving details in summary form

Since the publication of “Developing an Environmental Accounting Systent’ by the Ministry of
the Environment, businesses’ efforts to implement environmental accounting are rapidly progressing.

It is important to promote efficient and effective environmental measures through appropriate
management decisions, supported by managing environmental cost and analysing costs and benefit of
environmental measures.

Further, the disclosure of environmental accounting information provides an effective means of
enabling an impartial understanding and evaluation of the state of environmental conservation efforts.

In this context, it is necessary that many businesses implement an environmental accounting
system, and simply mention and disclose the quantitative information estimated within
environmental reporting in summary form

A business can disclose environmental accounting information in summary form by using the
announcement formats shown in “Developing an Environmental Accounting Systent’.

Significant Components
Basic information, such as scope of aggregation and time period
Environmental cost and details of principal efforts
Effects Relating to Environmental Measures (environmental conservation effects and
economical effects associated with environmental measures)
Additional information, such as, methods applied in the aggregation of environmental
accounting information
If reference is made to “ Developing an Environmental Accounting System”, state it
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4. State of Environmental Management

1) State of Environmental Management System

This provides information on; the progress made towards the establishment of an environmental
management system, organisations of environmental management system, state of 1SO 14001
certification, education provided for employees, and/ or environmental auditing.

In order for businesses to improve their environmental performance, they must establish and
implement a recognised environmental management system (EMS) which will be the basis for all of
their activities. Details of the make up and implementation of the environment management system is
significant information that should be mentioned in environmental reporting.

The way in which environmental management systems are established and implemented is
likely to differ largely depending on the type and the size of a corporation It is necessary however to
describe the current state of the system which will depend upon the characteristics of the company.

Significant Components
The overal progress made in the establishment and utilization of EMS (including an
explanation of the system)
The overall organisation of the EMS (including details of responsibility, authority, and
organisation) and a chart showing the organisation
The number and proportion (e.g., number of employees working at the certified sites as a
proportion of the total number of employees) of sitesthat have acquired | SO14001 certification,
and the period of the certification(s)
The state of education for employees in environmental conservation
Details of emergency plans and the state of emergency preparedness
State of the implementation of means of monitoring and measurement of environmental
impacts
Standards for EMS audit, the state of implementation, results of the audit and corresponding
measures

Further Recommended Components
A flow-chart which gives an overal view of the EMS
The rumber and proportion of sites that participate in Environmental Activity Evaluation
Program
Quantitative information on the state of implementation of environmental education for
employees (e.g., number or proportion of employees who have received environmental
education, average hours of education per employees over year)
Reflection of the results of environmental conservation as persona achievement evaluation
In-house certification
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2) State of Research and Development of Technologies for Environmental Conservation and
Environment -Conscious Products/Services (Design for the Environment (DfE))

This include details of the state of research and development of technologies for environmental
conservation and environment-conscious products/services (DfE)

In order for businesses to make environmenta efforts, it is desirable for them to promote from
their own initiative, research and development of technologies for environmental conservation, and
environment-friendly products/services. Their research and development activities will lead to future
improvements in environmental performance.

The methods employed in promoting research and development of technologies for
environmental conservation, environment-friendly products/services etc., and the resulting outcome
issignificant information, and it should be mentioned in environmental reporting.

Although the state of research and development of technologies for environmental conservation,
environment-friendly products/services etc. is likely to differ largely depending on the type and size
of corporation, it is necessary to clearly mention the state of research and development according to
the characteristics of the business.

Significant Components

State of research and development of technologies for environmental conservation and
environment- conscious products/services (DfE)

Further Recommended Components
State of research and development by using the Life Cycle Assessment (LCA) method

3) State of the Disclosure of Environmental Information and Environmental Communication

This includes details of the implementation of environmental information disclosure through
environmental reporting, environmental labels and the state of environmental communication with
stakeholders.

In order for businesses to make environmental efforts and to win the confidence of society, they
need to disclose their environmental information and try to develop improved environmental
communication from their own initiative. Environmental reporting written and published by
businesses isincreasing rapidly, and great progress is being made in terms of quality. Efforts arealso
being made to transmit environmental information to consumers and others through environmental
labels, advertisements related to the environment, and other means. Furthermore, the need for
environmental communication is being increasingly recognised from the point of view of businesses
“socia accountability regarding environment.”

Progress made in the disclosure of environmental information through environmental reporting,
environmental labels etc., and environmental communication with interested parties, is significant
information that should be included in environmental reporting.

Progress in the disclosure of environmental information through environmental reporting,
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environmental labels and others, as well as environmental communication with interested parties is
likely to differ largely depending on the type and the size of a corporation It is however necessary to
clearly mention the state of environmental communicationand other related aspects according to the
characteristics of the business.

Significant Components
State of implementation of environmental information disclosure through environmental
reporting and environmental labels and state of environmental communication with
stakeholders

Further Recommended Components
State of consultation with principal stakeholders (e.g., implementation of research, informal
meetings with local public, periodic visiting and reporting, informal meetings with customers,
communicationby the publication of a newdetter, to including the number of times by each
consultation event and the state of each consultation event)

4) State of Compliance with Environmental Regulations

This includes details of the state of compliance with environmental regulations and of any
violations, fines, accidents, and complaints.

In order for businesses to make environmental efforts and to win the confidence of society, they
need to promote environmental communication from their own initiative. At the same time, they also
need to comply withlaws and ordinances, and to disclose information on their adherence to such laws.
Compliance with environmental regulationsis a matter of particular concern for local residents living
near to a business.

The state of compliance with environmental regulations is significant information, and should be
included in environmental reporting.

Although the content of environmental regulation is likely to differ largely depending on the
type and the size of a corporation, it is necessary to clearly mention the state of the regulations and
compliance according to the characteristics of each business.

In addition, it is appropriate to mention the state of compliance with environmental regulation
connected with “Other environmental risks’, which is shown in the next section, “ State of Activities
for Reduction of Environmental Burderi’. This will make the environmental reporting easier to
understand.

Significant Components

According to business operations, which environmental regulations are adopted, what are the
contents of the regulations, and how does the business comply with the regulations
If the business has violated environmental regulation(s) and/or an accident has occurred within

the last five years, including details, causes, and correspondence
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Any fines paid and actions taken regarding the violation /or accident(s)

Contents of and correspondence with lawsuit(s), if the businessis a party concerned

Detalls and frequency of complaints received relating to environmenta issues and the
requirements of stakeholders

5) State of Social Contribution Related to Environment

With regard to environmental conservation, this mentions the state of voluntary social
contributiors in those areas, which are not related to the businesses field or contributions made by
employees out of office hours.

It is desirable that businesses make environmental efforts, and at the same time, make efforts to
build an environment-conserving society through co-operationwith various other sectors. One of the
specific means of co-operation is by making a social contribution to the environment — which may
include voluntary socia contribution activities to the environment by employees and businesses,
support for environmental non-profit organisations (NPOs), and efforts of industrial groups. It is
necessary to promote these kinds of positive social activities voluntarily.

How social contribution to the environment is taken place is important information that should
be included in environmental reporting.

Although the degree socia contribution to the environment is likely to differ largely depending
on the type and the size of a corporation, it is necessary to clearly mention the state of social
contribution according to the characteristics of the business.

Significant Components
Voluntary socia contributions to the environment by the business or employees

Further Recommended Components

Membership of or support for environmental organization(s) (NPOs, the industry
organizations)
Donations made to environmental NPOs

5. State of Activities for Reduction of Environmental Burden

1) A Complete Picture of Environmental Burdens (Per ception and valuation of wholelife cycle
of operation)

With regard to the complete picture of environmental burden produced, businesses should assess
and give an evaluationof the burden taking the whole life cycle of the operation into account. It is
appropriate that businesses show a flow-chart or similar to show clearly the inputs and outputs of
principal materials and items.

Significant Components
A complete picture of Environmental Burdens (Perception and evaluation of whole life cycle of
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operations (Description to show inputs and outputs of principal materials and items))

Further Recommended Components
A flow-chart which quantitatively shows input and output of principal materials and items

2) State of Environmental Burdens from Material/Energy Input, and Mitigation Measures

With respect to environmental burdens within business areas, businesses should describe the state
of environmental burdens from material, energy, and water input, and mitigation measure(s)
employed.

Today s economic society, isone which exploits a large amount of resources, releases a large
quantity of waste, surpasses the restorative ability of the environment, and causes various
environmental problems. To find drastic solutions to these environmental problems, and to build an
economic society that allows sustainable development, it is necessary to make efforts to devise
resource-conserving operational processes and devel op resource-conserving products and services It
is also necessary to promote internally the sustainable use of resources (reuse, recycle, and thermal
recycle) to reduce the total input of materials as much as possible.

In addition, the exploitation and combustion of large quantities of fossil resources, such as
petroleum, coal and natura gas, from the environment, and the releasing large quantities of carbon
dioxide (CO,) into the environment as aresult is a major cause of global warming. In order to build an
economic society that allows sustainable development, it is necessary to reduce the energy
consumption from fossil resources and improve the efficiency of energy consumption, as much as
possible.

Furthermore, water is essential for the survival of humars, and it is aso a basic resource,
essentia for agriculture, manufacturing industry and many other industries. Excessive abstraction of
water, especially groundwater, may cause environmental hazards such as land subsidence. Therefore,
it is necessary to reduce the amount of water resources used and to promote efficient recycling of
water resources as much as possible.

It is therefore necessary to disclose the following key information along with details of
mitigation methods in environmental reporting.

(1) Materials flow, i.e. the quantity of resources businesses, factories and sites are using (input),
and how much discarded material (refuse) they are releasing (output)

(2) Energy flow i.e. how much energy businesses, factories and sites are using (input), and how
much carbon dioxide and other greenhouse gases they are releasing (output)

(3) Water flow i.e. the water resources businesses, factories and sites are using (input), and how
much waste water they are releasing (output)
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Significant Components

| (1) Total input of materials and measures for its reduction |

| (2) Amount of sustainable use of materials within a business and measures for its increase

[Notices to disclosure]

(A)
(B)

Unit used should be “Ton” (t)

The total input of materials related to flow includes:
a. Raw materials for products and services
b. Parts and components for products and services

In addition, it includes;

©

(D)

B

(F)

c. Those that are regarded as production and capital assets such as facilities, equipment and
others of factories and sites

Regarding raw materials (given as a), it is desirable to disclose not only tota weights, but aso a
breakdown of different materia sincluding quantity of metal (iron, aluminium, copper, lead and others),
plastic, rubber, glass, wood, paper, and farm products. (Regarding materials that are technicaly
difficult to be perceived in terms of weight (t), such aswood, other units (such as m?) could be applied.)
Regarding parts and components (given as b.), it is considered that weight aone should be disclosed
and there is no need to mention a breakdown of materials used the time being, since it is difficult to
guantify. However, it will be preferable to assess and disclose this in the future
Regarding production and capital assets (given as c.), there are many fluctuation factors, for example
the amount of input may increase noticeably in a certain year when facilities are rebuilt and equipment
is replaced. It is therefore acceptable to make estimations without including production and capital
assets
The wustainable use of materials (reuse, recycle, and thermal recycle) within a business should be
excluded from “ Tota input of materids” and should be separately included in “ Amount of sustainable
use of materials within a business’

| (3) Total energy consumption and measures for its reduction |

| (4) Renewable energy consumption and measures for its increase |

[Notices to disclosure]
(A) Unit used should be “ Joule” (J)

(B)

©

When estimating the total energy consumption, assess separately the amount of eectricity, fuels and
other energy resources used, and combine and convert these figures to estimate the tota energy
consumption

The amount of dectricity used should be estimated by using the receiving end e ectricity

(D) Transfer coefficient from electricity to energy shall be used 10,250 (kJkWh) based on “ Enforcement

(E)

Regulations for the Law Concerning Rational Use of Energy”
Itisdesirable to also provide a breakdown of the type of energy resource used (electricity, fuel, etc.)
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(F) Include the energy consumption of in house transportation etc. in the total energy consumption. The
energy consumption of the transportation of products etc. which is contracted out to outside operators,

however, should be monitored separately and not included
(G) “Renewable energy” refers to that, which is generated from or supplied by sunlight, solar heat, wind,
geothermal energy, and/or small-scale hydroelectric power

| (5) Amount of water used and measures for its reduction |

| (6) Amount of sustainable use of water within a business and measures for its increase

[Notices to disclosure]

(A) Unit used should be “cubic metre” (m®)

(B) When estimating the amount of water used, add up the total amount by kind, including tap water, drain,

industrial water, and groundwater
(C) The amount of water recycled and reused within a site should not be included in the “ Amount of water

used’ and should be separately included in “ Amount of sustainable use of water within a business’

Significant Componentsfor Specific Sectors

genetically
modified
organismsetc.
and its mitigation
measures

resources, it is appropriate to
consider animals and plants
which areimportant components
of nature.

environmental conservation,
such astimber produced from
tropical rain forests which are
found to be decreasing, and
genetically modified
organisms for which the
influences on ecosystems

have yet to beconfirmed.

Significant .

Components for Probl e_msfrom the perspect'l veof Unit Considerations for Inclusion Sectqrs that . Boundary
Specific Sectors environmental conservation should include it
Input of recycled | Itisnecessary to reduce t Monitor “recyclable Material, Entire
resources and environmental burdensresulting resources” and “recyclable | Processing & organization
recycled partsand | from mass exploitation of natural parts” stipulated in the“Law | Assembly,
their conversion | resources, and to use more for Promotion of Effective Construction, etc.
measures recycled resources and parts Utilization of Resources.”

rather than natural resources for

promoting waste recycling and

reducing waste generation.
Input of Hazardous materials, which have t Basicaly disclose chemical | Material, Entire
hazardous harmful influences on human substances subject to the Processing & organization
materialsandits | health aswell asanimalsand “Law Concerning Reporting, | Assembly, etc. or
mitigation plants, do not produce etc. of Releasesto the Individual
measures environmental burdens Environment of Specific site

immediately after they are used. Chemical Substances and

However, they aredestined to Promoting Improvementsin

become wastes themselves or Their Management (the

become wastes via products, and PRTR Law).”

they will be released into the

environment eventually.

Therefore, it isnecessary to use

less hazardous materials.
Input of tropical | For monitoring environmental t Disclosetheareasthat have | Construction, Entire
timber, burdens due to exploitation of issuesfrom the perspective of | Foods, etc. organization




3) State of Environmental Burdens at the Upstream (Purchase of Products/Services) and
Mitigation Measures

Businesses should mention the state of environmental burdens at the upstream, and the mitigation
measures employed.

As ameans to reducing environmental burdens as much as possible, and to promote sustainable
use of resources and energy, it is necessary to enhance efforts at the upstream of the business, in
addition to making efforts within their own business areas. The upstream of the business areas refers
to purchase customers that transact products, raw materials, parts, and services’. An important
measure in enhancing efforts at the upstream, isprovided by “ green purchasing’, which gives priority
to the purchase of products/services that could contribute to the mitigation of environmental burden.
The extent of green purchasing and its effects are significant information that should be included in
environmental reporting.

Asthe purchasing of servicesmaterials differs largely depending on the type and the size of a
corporation, it is necessary to clearly mention the state of green purchasing according to the
characteristics of the business

Significant Components

(1) State of green purchasing (current prior purchasing of products/services that could contribute to
the mitigation of environmental burdens)

(2) Quantity or proportion of products purchased that could contribute to the mitigation of
environmental burdens such as Eco Mark products which are certified by environmental labels.

[Notices to disclosure]

(A) Unit used will be “Ton” (quantity of purchasing), “Japanese Yern’'(sum of purchasing) or
“ Percentage’ (ratio occupied in the total purchasing)

(B) “Productg/services that could contribute to the mitigation of environmental burdens” refers to
“Environmental products’ that are defined in Clause 2, Article 1 of the “Law on Promoting Green
Purchasing”, these are:

Raw materials or components that could contribute to the mitigation of environmental burdens
(recycled resources, recycled parts, etc.)

Products that could contribute to the mitigation of environmental burdens (products that use recycled
resources and parts, products that reduce the use of materials which pollute the environment, products
that consume less energy, re-useable and recyclable products, etc)

Services that could contribute to the mitigation of environmental burdens (transportation services by
low-gas-emission cars)

(C) State of green purchasing should be disclosed, according to the actua situation of each industry type

% Hereafter described as “products/services”.
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and corporate size, and based on green purchasing programs etc. carried out by the businesses. In this
case, it is necessary to clearly define “products/services that could contribute to the mitigation of
environmental burdens” as well as to state the concept and reasons for using the relevant indicators

(D) Besides products/services, it is aso appropriate to monitor commercial transacts' environmental care.
For example, environmental care in the business activities of transacts includes the acquisition of
15014001 certification, checking the progress in Environmenta Activity Evaluation Program, and so
on

(BE) “Environmental labels” refer to products which conform to 15014024 (JS Q 14024 Certified
environmental labels such asEco Mark and 1SO14021  JISQ 14021  Self-declaration environmental
labels

(F) Insdecting “ Products that could contribute to the mitigation of environmenta burdens”, products that
are certified of environmental labels such as Eco Mark or standards for purchasing specific items or
products based on Clause 2, Article 1 of the “ Law on Promoting Green Purchasing ” can be reference

(G) Environmenta labels are usually givento standard products (catalogue products). Therefore, when
estimating the percentage of products certified by environmental labels, it is appropriate to have the
“total quantity of standard products purchased’ as a denominator

4) State of Environmental Burdens from Output of Refuses, and Mitigation Measures

In terms of environmental burdens within the business area, busi nesses should mention the state of
environmental burdens as a result of output to air, water, and soil and output of wastes and the
associated mitigation measures employed.

(1) Emissionsto Air

The earth is warmed by solar light that reaches the earth s surface, and the earthis surface
releases infrared light back into outer space to grow cold. The atmosphere has greenhouse gases
which absorb infrared light, and the infrared light which is released from the earth’'s surface is
absorbed by the gases which act to maintain the temperature of the earth This isan exquisite balance,
which maintains an atmospheric temperature appropriate for organisms to live.

Recently, however, a large quantity of greenhouse gases, such as carbon dioxide, has been
released into the atmosphere as aresult of the aggressive economic activities of human beings. Asthe
atmospheric density of greenhouse gases rises, the amount of heat trapped in the atmosphere is
increasing, and global warming is progressing at arapid pace. If it continues to progress at the current
pace, it is expected that the average atmospheric temperature of the earth will rise about two degrees
by the end of the 21st century, and sea levels will rise about 50 centimetres across the globe.
Furthermore, due to climatic changes caused by globa warming, it is feared that rainfall patterns will
change and floods and droughts will become serious (source: IPCC 1995 Second Assessment
Report).

Among the greenhouse gases that cause global warming, carbon dioxide (CO,) accounts for
88.9% of the total amount of greenhouse gas emissions in Japan. Thisisthe largest percentage among
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greenhouse gases that contribute to global warming and a large quantity of CO, is emitted from
combustion of fossil fuels such as coal and petroleum. The total amount of carbon dioxide emissions
in fiscal 1998 in Japan was 1,188 million tons (9.39 tons per capita). Compared to fiscal 1990, this
represents an increase of 5.6% in the total amount, and an increase of 3.2% in the amount per capita.
The ozone layer exists in the stratosphere at an atitude of over 10,000 meters. It absorbs almost
all hazardous ultraviolet rays contained in solar light, protecting human beings, animals and plants
from harmful influences. Artificial chemical substances such as chlorofluorocarbons rapidly disrupt
this important ozone layer. If the ozone layer is disrupted, the amount of hazardous ultraviolet rays
that reach the earth's surface increases, which causes harmful effects such as the increase of skin
cancer and also has harmful influences upon ecosystems.
Considering these issues, to disclose the following data and provide details of mitigation
measures are important information that should be mentioned in environmental reporting.
(1) Greenhouse gas emissions
(2) Amount of ozone depleting substances released

Significant Components
| (1) Greenhouse gas emissions and measures for its reduction |

[Notices to disclosure]

(A) Unit used will be“t- CO,”

(B) When estimating the amount of greenhouse gas emissions, separately assess the amount of the six kinds
of gases dtipulated in the Law Concerning the Promotion of the Measures to Cope with Global
Warming; carbon dioxide (CO,), methane (CH,), dinitrogen monoxide (N,O), hydrofluoro-carbons
(HFC), perfluoro-carbons (PFC), and 6-sulfur fluoride (SF¢). Then, multiply each by the global
warming coefficient (coefficient to make it a CO, equivalent) and then totalise

(C) When the amount of greenhouse gas emissions is estimated, the amounts of fuels / electricity / heat
used, amount of incinerated wastes, etc should be assessed and emissions should be estimated by using
the emission coefficient range stipulated in “the Enforcement Order of the Law Concerning the
Promotion of the Measures to Cope with Globa Warming”

(D) Emission coefficients for estimations, stipulated in “the Enforcement Order of the Law Concerning the
Promotion of the Measures to Cope with Global Warming” should basically be applied. However, it is
inevitable to sufficiently assess the effects of each measure aimed at the reduction of greenhouse gas
emissions (e.g., implementation of co-generation system, which applies el ectricity and heat at the same
time, or implementation of electricity generation by using natural energy). An emission coefficient
should be applied, if an accurate coefficient can be made with the actua state of each measure

For example, when estimating CO, emissions from generation of electricity supplied by electricity
supply businesses over a year, the average emission coefficient of al power sources, 0.357
kgCO,/kWh shdl be applied. However, if consumption of electricity supplied by electricity supply
businesses is reduced because of reduction measures taken by the efforts of the business, and if the
emisson efficient corresponding to the amount of reduction is significantly different from
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(E)

(F)

©

(H)

0.357(kgCO,/kWh), it is acceptable to estimate the effects of the measures taken by applying another
emission coefficient, which meets with the actual conditions. In the case of the production of emissions
from the generation of electricity supplied by other businesses, an emission coefficient, which meets
with the actua conditions of the generation source, should be used wherever possible (for examplethe
CO,emission coefficient of electricity, which is generated using natural energy sources, is 0.). If an
emission coefficient cannot be assessed, 0.602 kgCO,/kWh  should be used for the estimation
Emissions produced from the incineration of wastes includes that produced by externa operators
(consignment)

Include greenhouse gas emissions from in house transportation. Emissions from transportation of
products etc. contracted out to external operators, however, should be separately mentioned and not
included in this component

Emissionsin related sites overseas should be estimated based on given coefficient in that country or
region, if any

For the conversion coefficient for emissions, see the fiscal 2000 report prepared by the Committee on
the Estimation Measures of Greenhouse Gus Emissions in the Ministry of the Environment, scheduled
to be established after March 2001

| (2) Amount of ozone depleting substances released and measures for its reduction |

[Notices to disclosure]

(A)
(B)

©

(D)

(E)

Unit used should be “ODP t”

When estimating the total amount of ozone depleting substances released, estimate the amount of each
materia stipulated in the Enforcement Act of the Law Concerning the Protection of the Ozone Layer,
Article 1, including CFC, haon, HCFC and 1,1,1-tricholoroethan, multiply it by the ozone depleting
coefficient (coefficient to make it a CFC-11 equivaent), and then totaise

The amount of each materia released includes both the amount used in abusiness' site and released to
the environment, and the amount released to the environment as a result of discarded air conditioners,
car air conditioners, refrigerators, etc

It is desirable to aso disclose the amount of the ozone depleting substances released by type and how
they are released

For halon included in fire extinguisher agent, the amount released could be; the amount used for
extinguishing afire, the amount released during repair or inspection, or that rel eased when demolishing
facilities for fire extinguishing

Significant Componentsfor Specific Sectors

Significant .
Components for Probl gmsfrom the perspecpve of Unit Considerationsfor estimation Sectc_)rs that . Boundary
S environmental conservation should include it

Specific Sectors

SOx May damage to the respiratory t Material, Entire
_| emissions and| organs, and causes acid rain that Processing & organisation
Z| its mitigation [ hasharmful influenceson Assembly, etc. or

measures forests, lakes and ponds. Individual

site
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NOx May damage to the respiratory t Material, Entire
emissions and | organs, and causes acid rain and Processing & organisation
its mitigation | photochemical oxidants. Assembly, etc. or
measures Individual
site

VOCs Generate photochemical t Material, Individual
emission and | oxidants, may stimulate eyesand Processing & site
its mitigation | throat, and may damagethe Assembly, etc.
measures respiratory organs.
Emissionsof [May have harmful influenceson t Make estimationsfor each of Entire
substances human health and obstruct the the chemical substances organization
subject to the | development and growth of subject to the“Law or
PRTR Law |animalsand plants. Concerning Reporting, etc. of Individual
and its Releases to the Environment site
mitigation of Specific Chemical
measures Substances and Promoting

Improvementsin Their

Management (the PRTR

Law).”

(Make separate estimations

for hazardousair pollutants

listed in the Air Pollution

Control Law (materials

subject to voluntary control)).
Density of the| May have harmful influenceson | Maximum | Make estimationsfor each Material, Individual
emissionsof | human healthandliving density | item. Processing & site (facilities
itemsunder [ environments. (ppm, etc.) Assembly, inthesite)
emission Construction, etc.
control
(SOx, NOX,
soot and dust,
dioxins, etc.)
and their
mitigation
measures
Density of the| Amongtheair pollutantsthat Maximum | Make estimations for each Material, Individual
emissionsof | may damageto human healthif density | item. Processing & site (facilities
materials inhaled continuously, andthose | (mg/nN) Assembly, inthesite)
under that need immediate control Construction, etc.
emission upon release and dispersal.
restraint
(benzene,
trichloro-
ethylene,
tetrachloro-
ethylene) and
their
mitigation
measures
State of Have psychological influences dB Material, Individual
noisesand on people. Processing & site
vibrationsand Assembly,
their Construction,
mitigation Retails, etc.
measures
State of odour| Have psychological influences | Maximum Material, Individual
release and its | on people. value Processing & site
mitigation (m°N/ Assembly, etc.
measures minute)

(2) Emissionsto “ Water and Sail”

An increase in the amount of drainage without recycling of water resources leads to water
shortages, and causes water pollution by increasing COD, levels of nitrogen, phosphorus, heavy
metals and organic compounds, in waste water, as well as the eutrophication of |akes, marshes and sea
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areas. In the future, it is desirable to reduce not only each hazardous material included in wastewater,
but aso the quantity of waste water released.

Considering these issues, the total amount of drainage and the details of its mitigation measures
are significant information that should be mentioned in environmental reporting.

Significant Components
| Total amount of drainage and measures for its reduction |

[Notices to disclosure]
(A) Unit used should be “cubic meter” (m®)
(B) When estimating the total amount of drainage, add up the total amount of waste water passed to the
public waters and sewerage
(C) The amount of rainwater not recycled/reused should not be included in the amount of drainage

Significant Componentsfor Specific Sectors

Significant .
Components for Probl emerom the perspective of Unit Considerations for Inclusion Sectors that . Boundary
Spexific Sectors environmental conservation should Include it
Emissionsof | May have harmful influenceson t M ake estimations for each of | Material, Entire
substances human health and obstruct the the chemical substances Processing & organization
subjecttothe | development and growth of subject to the“Law Assembly, etc. or
PRTR Law and | animals and plants. Concerning Reporting, etc. of Individual
its mitigation Releases to the Environment site
measures of Specific Chemical
Substances and Promoting
Improvementsin Their
Management (the PRTR
Law).”
§ Thelevel of Cause eutrophication of closed t Material, Individual
- | COD, waters. Processing & site
& | emissionsof, Assembly, Retail,
% nitrogen, Construction, etc.
= | phosphorus
and their
mitigation
measures
Density of May have harmful influenceson | Maximum Material, Individual
emission of human health and living density Processing & site
itemsunder environments. (mall) Assembly,
drainage Construction, etc.
control and its
mitigation
measures

(3) Emissions of Wastes

To reconsider systems based on mass production, mass consumption and mass disposal,
businesses need to reduce the amount of resources they use, promote reuse and recycling, and reduce
the amount of wastes as much as possible. To assess how they are coping with these tasks, it is
appropriate to take alook at the total amount of wastes etc. generated.

No matter how aggressively one restrains the generation of wastes, there are typesof wastesthat
are unavoidably generated, or it may be for economic and technological reasons. The Basic Law for
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Establishing the Recycling-based Society regards them as “recyclable resources’ and promotes their
utilisation in cycles (reuse, recycling and thermal recycle). Therefore, it is necessary to promote reuse,
and if reuse is difficult, promote recycling. No matter how completely one promotes sustainable use,
there are wastes that must unavoidably be treated or discarded, and there are wastes that are difficult
to reuse/recycle for economic and technological reasons. It isalso recommended that these wastesare
regarded as “ recyclable resources’ and make good use of them. Measures to make effective use of
these wastes include thermal recycling by incineration, methane utilization by anaerobic fermentation,
and utilisation as coke and blast furnaces. It is necessary to promote these measures within the
required scope and to reduce the amount of wastes that go to final disposal (landfill etc.) as much as
possible.

If the amount of recyclable resources reused or recycled is increased compared to the amount of
wastes that go to final disposa, it is likely that we are departing from mass production, mass
consumption and mass disposal, and heading toward a recycling-based, sustainable society.

Considering these issues, efforts to reduce the following (1), increase in the following (2), (3),
and (4) with this order of priority, and reduce the following (5) and (6) are significant information and
should be mentioned in environmental reporting.

(1) Total amount of wastes

(2) Amount of reuse of recyclable resources produced by own

(3) Amount of recycle of recyclable resources produced by own

(4) Amount of recyclable resources that are thermally recycled

(5) Amount of wastes incinerated

(6) Amount of final disposal of wastes, which is total amount of final output

Significant Components
| (1) Total amount of wastes and measures for its reduction |

[Notices to disclosure]

(A) Unit used should be “ Ton" (t)

(B) When estimating the total amount of wastes generated, tota everything the business has generated /
carried out externa to the site (beyond the control of the site), except for things shipped along with the
products/services of the business, will be estimated. The amount of wastes recycled within a business
site should not be included in the *“amount of wastes’ and should be separately assessed and eval uated
in “Amount of sustainable use of materials within a business’ (although wastes released to the
environment through reclamation within the site should be included)

(C) “Wastes' refers to wastes, used or unused articles collected or discarded, and secondary articles
generated from business activities (those stipulated in Clause 2, Article 2 of the Basic Law for
Establishing the Recycling-based Society)

(D) “Wastes' includes construction-wastes, which are produced by rebuilding or demolition of facilities
and equipment in factories or sites. However, facilities and equipment of factories and sites are
regarded as production and capital assets, so there are many fluctuation factors for example the amount
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of output increases noticeably in a certain year when facilities are rebuilt and equipment is discarded.
Therefore, it is dedirable to estimate and disclose the amount of construction-wastes produced
Sseparately

(E) Itisdedrable to disclose a breakdown of wastes by type, and provide information on how they are
treated/discarded, and where they are treated/discarded

| (2) Amount of recyclable resources reused and measures for its increase |

| (3) Amount of recyclable resources recycled and measures for its increase|

[Notices to disclosure]

(A) Unit used should be “ Ton" (t)

(B) “Recyclable resources’ refer to useful resources within “Wastes’

(C) When estimating the amount of recyclable resources reused and recycled, it is expected to disclose each
recyclable resource reused and recycled within total recyclable resources that the business has
discharged/ carried out externa to the site (beyond the control of the site)

(D) However, residue after reuse and recycling has taken place should be excluded from the amount
reused/recycled. If the amount of residue cannot be estimated and excluded, this should be clarified

(E) The conversion of waste plasticsinto oil resources should be considered to be recycling

(F) Itisdesrableto also disclose the state of reuse and recycling

(G) In addition to the absolute amount of recyclable resources reused/recycled, it is aso effective to
monitor it in terms of the percentage in the total amount of wastes generated

| (4) Amount of recyclable resources that are thermally recycled and measures for its increase

[Notices to disclosure]

(A) Unit used should be “ Ton” (t)

(B) When estimating the amount of recyclable resources that are thermally recycled, it should total
everything from which the business has recovered heat, within the recyclable resources that the
business has discharged/ carried out externa to the site (beyond the control of the site)

(C) Itisdso desirable to disclose the state of thermal recycling

| (5) Amount of wastes incinerated and measures for its reduction |

| (6) Amount of final disposal of wastes and measures for its reduction |

[Notices to disclosure]
(A) Unit used should be “Ton” (t)
(B) Regardiess of whether is takes place inside or outside of the site of the said business, disclose the
amount of wastes that are incinerated and/or go to final disposal (landfill etc.)
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(C) “Tolncinerate” refersto incineration without thermal recycling

(D) The amount of final disposal includes residue after reuse and recycling, as well as residue after thermal
recycling and incinerating, however, it is dedrable to disclose the amount of these residues
distinguished from direct final disposal. If the amount of residua waste as a result of these processes
cannot be estimated and excluded, this should be clarified

It is desirable to also disclose the state of disposal

It is desirable to separately disclose the state and the details on the quantities by type of waste which
cannot be easly disposed by landfill and which are normally kept or stored (including radioactive

(E)
(F)

wastes and hazardous wastes)

Significant Componentsfor Specific Sectors

Significant .
Components for Probl ems from the perspective of Unit Considerationsfor estimation Sectc_)rs that . Boundary
Specific Sectors environmental conservation should include it
Amountof |May have harmful influenceson t Make estimations for general | Material, Entire
hazardous human health and living wastes under special control | Processing & organization
wastes environments. and industrial wastesunder | Assembly, etc. or
generated and specia control stipulated in Individual
its reduction the “Waste Disposal and site
measures Public Cleansing Law.”
Also disclosethe types and
the treatment methods.
% Amount of May have harmful influenceson t Make estimationsfor each of | Material, Entire
= | wastes human health and obstruct the the chemical substances Processing & organization
transferred development and growth of subject to the“Law Assembly, etc. or
subject tothe | animalsand plants. Concerning Reporting, etc. of Individual
PRTR Law Releases to the Environment site
and its of Specific Chemical
reduction Substances and Promoting
measures Improvementsin Their
Management (the PRTR
Law).”

5) State of Environmental Burdens at the Downstream (Providing Products/Services), and
Mitigation Measures

Businesses should mention the state of environmental burdens at the downstream, and the
mitigation measures employed.

It is one of the most important missions for businesses to reduce environmental burdens
generated from products/services they produce and sell. This is a task essential for building an
environment-conserving and recycling-based sustainable society.

Therefore, how enthusiastically businesses are promoting the production and sales of
products/services that could contribute to environmental conservation is information that should be
included in environmental reporting.

Although businesses produce and sell awide variety of products/servicesthat could contribute to
the mitigation of environmental burdens, and the actual state is likely to differ depending on the type
and the size of a corporation, it is necessary to clearly mention the state of environmental efforts
according to the characteristics of the business. Financia ingtitutions such as banks, security

53




companies, and insurance companies, retailers, express agencies, and trading companies do not
usually carry out direct production It is therefore necessary to devise a descriptionof environmental
efforts related to services provided taking the nature of the business sector into account. For example,
in the case of financial institutions publishing environmental reporting, it is desirable to mention
environmental considerations taken before the investment and/or the lending to any companies.

Significant Components

(1) State of environmental burden according to the characteristics of products/services and measures
for the reduction of the environmental burden.

(2) Quantity or proportion of production/sales of products/services that could contribute to the
mitigation of environmental burdens and the state of efforts to increase the quantity or proportion.

[Notices to disclosure]

(A) Unit used should be “ Ton” (quantity of production/sales), “ Japanese Y en’ (sum of productior/sales) or
“ Percentage’ (ratio occupied in the total production/sales)

(B) “Productg/services that could contribute to the mitigation of environmental burdens” refers to
“Environmental products’ that are defined in Clause 2, Article 1 of the Law on Promoting Green
Purchasing (including environmental considerations in investments etc. in financid institutions).
Standards for the certification of environmental labels such as Eco Mark or standards for purchasing
specific items based on the Law on Promoting Green Purchasing , can be referred to

(C) Progressin the reduction of environmental burdens or contributions to environmental conservation
should be disclosed according to the actual state of each industry type, corporate size, and the kind of
producty/services. When disclosing, it is desrable to establish quantitative indicators wherever
possible, however, if this isnot possible, a qualitative assessment is also acceptable. It is necessary to
clearly define what *“products/services that could contribute to mitigate environmental burdens”
actualy refer to in the business, aswell asto stating the justification for using the relevant indicators

(D) To assess environmenta burdens concerning products, it is desired to consider not only burdens during
the phase in which the product is used and the disposal phase, but dso the whole life cycle
(implementation of the Life Cycle Assessment) including the production processes. It is also desrable
to comprehensively take various environmental burdens such as globa warming, air pollution, water
effluents, and increase of wastes into account

Significant Componentsfor Specific Sectors

Significant Problemsfrom the perspective of ) Considerations for Sectors that
Com_pgnentsfor environmental cgnsgrr\)/ati on Unit estimation should include it Boundary
Specific Sectors

Engrgy Improvement of energy Units Processing & Entire
= E‘f iency of | efficiency contributesto stipulated in Assembly, organization
g product |reducing CO, emissions. the Energy Construction, etc.
2 pand Conservation
2| heaasures for Law
W fsherease
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Percentage of | Contributes to reducing CO, % Processing & Entire
products emissions. Assembly, organization
conforming to Construction, etc.
thecriteria
stipulated in
the Energy
Conservation
Law and
measures for
itsincrease
Production | Contributesto reducing Number, % | Disclose the number or ratio| Automobile Entire
quantity/perc | hazardous materials such asCO, of vehicles produced with organization
entage of and NOx. low exhaustemissions
low-emission (vehicles complying with
vehicles and the Low-emission vehicles,
fuel-efficient etc, Technical guidelinesfor
vehicles exhaust gas) and fuel-
efficient vehicles (vehicles
complying withthe criteria
stipulated in the Energy
Conservation Law).
Gross weight | Massproduction of productsis t Material, Entire
g of production | doomed not only to mass Processing & organization
o Bhdits exploitation of resourcesbut also Assembly,
g uction to massrelease of them aswastes Construction, etc.
Ol -geasures eventualy. Therefore, itis
8s required to produce products
oo with as little material as possible
S = (ashift to compactnessand
= flexibility) while maintaining
i and improving functional aspects
of products.
Content of Hazardous materials contained in t Disclose chemical Material, Entire
hazardous products are destined to be substances subject to“the | Processing & organization
materialsand | released to the environment as Law Concerning Reporting, | Assembly,
itsreduction |wasteseventually. etc. of Releasesto the Construction, etc.
measures Environment of Specific
Chemical Substances and
Promoting Improvementsin
Their Management (the
PRTR Law)”
Amountof | Law strongly requiresbusinesses t Make estimations for Processing & Entire
containers to reduce containers and containersand packaging | Assembly, Retail, | organization
and packaging, which account for the subject to the“Law for etc.
packaging greater part of general wastesand Promotion of Sorted
usedandits [which arerelatively easy to Collection and Recycling of
reduction recycle. Containers and Packaging.”
measures
Averagelife |[Inorder to fundamentally reduce Years Processing & Entire
of each waste generation, it is necessary Assembly, organization
product group | to improve product durability Construction, etc.
and its and to establish better systems
extension for repair.
measures
Percentage of | In order to promote % Onconditionthat thereisa | Processing & Entire
reusable/recy |reuse/recycling of wastes, itis systemto collect socially Assembly, organization
clable necessary to use and reuse/recycle products. | Construction, etc.
portionsof | reusable/recyclable materialsat Thermal recyclable parts (if
eachproduct |thedesign stage of aproduct. any). should beassessed
groupand separately,
measures for
itsincrease
Dismantling |In order to promote Time Processing & Entire
timefor each |reuse/recycling of wastes, itis Assembly, etc. organization
product group | required to design productsin
and its such away to makeit easier to
reduction dismantleproducts.
measures




Amount of
used
products,
containers
and
packaging
collected and
measures for
itsincrease

Businesses who manufacture and
sell products arerequired to
collect andrecyclethesaid
products and to promotethe
sustainable use of them.

Processing &

Assembly, Retail,

etc.

Entire
organization

Amount
reused,
recycled, and
thermally
recycled, and
percentage
regarding
used
products,
containers
and
packaging
collected, and
measures for
itsincrease

Businesses who manufacture and
sell products are required to
collect andrecyclethe said
products and to promote
sustainable use of them.

t,%

Processing &

Assembly, Retail,

etc.

Entire
organization

Quantity or
percentage of
products
produced or
sold when the

Itisrequired to promote products
certified by environmental labels
which certify that the products
havea minimal environmental
burden.

Quantity, %

Processing &

Assembly, Retail,

etc.

Entire
organization

products are
certified by
environmenta
| labelssuch
asEco Mark
and measures
for its
increase

Comprehensive assessment

6) State of Environmental Burdensfrom Transportation, and Mitigation M easur es

Businesses should give details of the state of environmental burdens from meansof transportation
which delivers raw materials etc. from supplier and removes products/services, wastes, passengers,
and the mitigation measures employed.

Of the total carbon dioxide (CO,) emissions in Japan, the proportion produced by transportation
isincreasing year after year. In thefiscal year of 1998, an increase of 21.1% was measured compared
to the fiscal year of 1990, and accounted for 21.7% of the total amount of emissions. In addition, as
automobile transportation increases and concentrates, air pollution in city areas is getting more and
more serious.

In order to reduce CO, emissions and air pollutants from transportation, it is necessary to reduce
the volume of transportation itself as much as possible, in conjunction with the promotionof a modal
shift to railroad and ship transportation and to improve transportation efficiency through joint
transportation/delivery and return cargo arrangements

Considering these issues, the disclosure of the following data and details of mitigation measures
issignificant information that should be included in environmental reporting.
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(1) Total volume of transportation
(2) CO, emissions resulting from transportation

Significant Components

| (1) Total volume of transportation and measures for its reducti on|

[Notices to disclosure]
(A) Unit used should be “ Ton-Kilometer” (t x km) or “Person-Kilometer” (persons x km)

(B)

©

(D)

(E)

(F)

When making estimations, assess the volume of in house transportation and the transportation of
products and services by external gperators (consignment etc.) according to means of transportation
(automobile, ship, railroad, air etc.), and then totalise

Although it is difficult to accurately monitor and estimate the transportation of products and services by
external operators (consignment), it is desirable to assess it as accurately as possible. If accurate
assessment is difficult, it is acceptable to make estimations for the mgor products only, or use
simulation models to make estimations

For the transportation of raw materials, fuels etc., it is desirable to separately disclose this information,
if they are separate to other general cargoes and are delivered by exclusive, chartered or other
transportation means

It is desirable to separately disclose the proportion of transportation that is in house and that which is
operated by external operators, and provide a breskdown of transportation means

Improvement of transportation efficiency (unit: % {[transportation tx km] / [capacity ©x km] or
[transportation personx km] / [capacity personx kmj]}) through joint transportation/delivery and
return cargo arrangements al so contributes to reducing carbon dioxide emissions and air pollutants. Itis
therefore also appropriate to estimate and disclose this information

| (2) CO, emissions resulting from transportation and measures for its reduction |

[Notices to disclosure]

(A)
(B)

©

(D)

Unit used should be “t- CO,”
When the amount of CO, emissions is estimated, amounts of fuels used should be assessed and
emissions should be estimated by using the emission coefficient range stipulated in “the Enforcement
Order of the Law Concerning the Promotion of the Measures to Cope with Global Warming”. For
example, the emission coefficient of petrol to CO,is2.31 kgCO,/l andthe emission to coefficient of
diesdl oil to CO, is2.64 kgCO,/I
When making estimations, assess the amount of carbon dioxide emissionsfrom in housetransportation,
and aso from the transportation of raw materials and products/services by external operators
(consignment etc.) according to transportation means (automobile, ship, railroad, air etc.), and totalise
(The amount of CO, emissions from in house transportation is repeated in the “Greenhouse gas
emissons” mentioned)
If it is difficult to accurately monitor the amount of carbon dioxide emissions from transportation by
externa operators (consignment), it is acceptable to make estimations for the mgjor products only, and
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use simulation models to make estimations
(E) For the trangportation of raw materials, fuels etc., it is desirable to separately disclose this information,

if they are separate to other general cargoes and are delivered by exclusive, chartered or other

transportation means
(F) Itisdesrable to separately disclose the proportion of transportation that is in house and that which is

operated by external operators (consignment), and provide a breakdown of transportation means

Significant Componentsfor Specific Sectors

Significant Problems from the perspective of ] Considerations for Sectors that
Components for . : Unit T . . Boundary
s environmental conservation estimation should includeit
Specific Sectors
NOx emissions Air pollution by NOx mainly t Disclosethe breakdown of | All industries Entire
resulting from from exhaust gas of vehicles own transportation and including organization
transportationand | could causedamageto the transportation by outside transportationand | or
its reduction respiratory organsof people operatorsandthe retail. Individual
measures livingin largecities. breakdown of transportation site
means (automobiles, ships,
etc.).
Number/percentag | Contributesto reducing Number, % | Disclosethe number or ratio| All industries Entire
eof low-emission |hazardous materialssuch asCO, of vehiclesof low exhaust | including organization
vehiclesand fuel- [and NOx. gas (vehicles complying transportationand | or
efficient vehicles with the Low-emission retail Individual
and measures for vehicles, etc, Technical site

itsincrease

guidelinesfor exhaust gas)
and vehicles of fuel-
efficient (vehicles
complying withthe criteria
stipulated in the Energy

Conservation Law).

7) State of Environmental Burdensfrom Cumulative Soil Contamination, Land Utilisationand
Other Environmental Risks and Mitigation Measures

Regarding environmental burdens within the business area, businesses should mention the state of
environmental burdens from cumulative soil contamination (stock pollution), land utilisation and
other environmental risks and the mitigation measures employed.

Significant Componentsfor Specific Sectors

Significant

Components for Probl gmsfrom the perspecyve of Unit Considerationsfor estimation Sectc_)rs that . Boundary
Specific Sectors environmental conservation should include it
State of soil May have harmful influenceson State, Material, Entire
contamination and | human health and living spot, Processing & organization
groundwater environmentsdueto spillages density Assembly, etc. or
pollution and external to afactory site, or when| (mg/kg, Individual
mitigation thesiteischangedto aresidential| mg/l) site
measures area, aschool, apart and others.
Areaof natural Alteration of natural ecosystems ha, Make estimations for altered | Client of Entire
ecosystems aggravates the landscape and details | areasof forests, grasslands, | constructions organization
affected and its living environments, and causes wetlands, tideland, coral reefs| such asreal or
reduction the decrease and extinction of natural shoresand protected | estate, etc. Individual
measures wild animal and plant species. areasincluding natural parks site

and others.
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Areasof Afforestation and restoration of ha All industries Entire
afforestation, and | natural habitats contributestothe organization
nature restoration |improvement of landscape and or
anditsexpansion |living environments, and to the Individual
measures protection of wild animal and site

plant species.
Number of May have harmful influenceson | Number of Material, Entire
accidentsand their | human health and living cases Processing & organization
details conditions. Material Assembly, etc. or
(name of material t Individual
leaked/spilled, site
situation, amount,
etc.)
Amount of Hazardous materialsheld in t Disclose chemical substances | Material, Entire
hazardous stock do not immediately cause subject to the“Law Processing & organization
materialsheldin | environmental burdens. Concerning Reporting, etc. of | Assembly, etc. or
stock and its However, sincethey arein Releases to the Environment Individual
reduction danger of being released to the of Specific Chemical site
measures environment due to accidents, Substances and Promoting

leakage, or volatilisation itis
necessary to reduce hazardous
materialsheldin stock.

Improvementsin Their
Management (the PRTR
Law).”

Final Chapter. Toward Continuous | mprovement of the Guiddines

These guidelines summarises the fruit of the examinations in the fiscal year 2000. Due to the
continuous changes and development of socia needs on the contents of environmental reporting and
of the current state of publishing by businesses, the Ministry of the Environment believes that
improvement s to the guidelines are necessary at times. Therefore, the Ministry would appreciate it if
businesses would publish environmental reporting based on these guidelines and also that readers
evaluate a businesses efforts towards environmental conservation by referring to the guidelines. Asa
result, if any problems are encountered or lessons learned regarding these guidelines, the Ministry
would appreciate comments on the guidelines at any time. The Ministry intends to assess and revise

the guidelines.

Through such trials and feedback processes, the Ministry would like to examine the revise of
these guidelines.

Contacts:

Environment and Economy Division,
Environmental Policy Bureau, Ministry of the Environment, Government of JAPAN

Email:  MOE@env.go.jp
Td: +81 (3) 55218240
Fax: +81 (3) 35809568

Address. 1-2-2 Kasumigaseki, Chiyoda Ward,
Tokyo 100-8975, Japan
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