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Part 1. Basic Approach of Accounting

1.

Background and role of this document

1.1 Background

Presently in Japan, as a measure against globahingr companies meeting certain
criteria are accounting for and reporting their ogveenhouse gas emissions, and national
and regional government organizations are publdisclosing their emissions data, in
accordance with the Mandatory Greenhouse Gas Atiogurand Reporting System
(hereinafter referred to as the "Accounting and driééqpy System™) based on the Act on
Promotion of Global Warming Countermeasures (hefeen referred to as the "Global
Warming Countermeasures Act") as well as variougams based on certain regional
ordinances. In addition, many businesses are \variyntdisclosing data on their own
emissions in reports on corporate social respditgifCSR), and growing numbers of
companies are taking steps to determine and rettheteown emissions. Meanwhile, the
scope of emissions determined under the existingpiating and Reporting System, CSR
reporting, and the like is generally limited to tleporting company's own emissions, and
therefore, contributions made through the spreagroflucts that save energy and have
lower greenhouse gas emissions are not reflectesh vdlompanies evaluate their own
emissions. The business activities of companiesirdted through purchasing and sales in
the supply chain; and although this may involvereag deal of potential for reducing
emissions, when companies determine only their emissions, the potential for such
reduction is not clarified and there are no incgdifor taking action to reduce emissions
through supply chain management. Therefore, indiiermination and management of
emissions, it is important to determine not only thporting company's own emissions but
also greenhouse gas emissions in the supply chareifafter referred to as "supply chain
emissions").

Consequently, a decision was made to develop atoguguidelines for supply chain
emissions in Japan in order to promote efforts @nage supply chain emissions by
providing supply chain emissions accounting methddat are easy for Japanese
companies to use.

1.2 Role

This document constitutes a portion of the supplgirc emissions accounting guidelines to
be developed in Japan. It provides explanationstierlogistics industry, based on the
Basic Guidelines which are intended for all indstr This document has been prepared
on the basis of the Basic Guidelines on Accountiog Greenhouse Gas Emissions
Throughout the Supply Chain, Ver. 1.0 (March 2012).

It describes the scope of emissions accounting Hey logistics industry, accounting
methods for use by this industry, and importaninfsifor consideration with regard to
accounting, including specific examples.

For the overall structure of the guidelines andrtile of this document, please refer to the
figure below. Although the explanations by industiye generally prepared by the
respective industries, this document has been prdphy the national government



Basic Guidelines on Accounting for Greenhouse Gas Emissions Throughout the

(Ministry of the Environment) with input from busisspersons who participated in the
Supply Chain
|

working group.
Basic Accounting
approach [ methodology
l. l = l . l Specific accounting
Explanations by Explanations by (No explanation by e .
industry)

industry industry
* The basic guidelines are issued by the national
government, while explanations by industry are
. B N issued by the respective industries. (The national
government and industries cooperatively prepare
Industry A Industry B Industry C and maintain the overall guidelines.)

Emissions unit values J Database of emissions unit values** ' Various coefficients
!

Note 1: These guidelines indicate related emisgimitsvalues, but each company may decide whethes¢ them or not.
Fig. 1.2-1. Overall structure of the guidelines anlé of this document
1.3 Preparation of this document

This document was studied and prepared by thewollp participants in the Logistics

Working Group (WG) under the Study Group on GreersleoGas Emissions in the Supply
Chain, established by the Ministry of the Enviromtnand the Ministry of Economy, Trade
and Industry.

[WG Members]

» Tadayuki Masui, Professor, Tokyo City UniversiGh@ir)
e Sagawa Express Co., Ltd.

» Sankyu Inc.

» Senko Co., Ltd.

* Nippon Express Co., Ltd.

[Observers]

* Ministry of Economy, Trade and Industry
* Ministry of Land, Infrastructure and Transport
« Japan Federation of Freight Industries

[Secretariat]
* Ministry of the Environment
1.4 Relationship between the logistics industry angupply chain emissions
This document covers supply chain emissions froenstandpoint of the logistics industry.
The supply chain in the general sense starts wghprocurement of raw materials for

goods manufactured by a shipper company and entistnansportation of those goods to
consumers, and the scope of supply chain emissisosincludes the use and disposal of
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those goods. Meanwhile, from the standpoint ofldlggstics industry, the scope of supply
chain emissions consists of the stages from prooemé of raw materials for logistics

services to provision of logistics services by gistics company, and after the provision of
services, it also includes the use and disposphokaging materials added by the logistics

company.

Supply chain of the logistics industry
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Fig. 1.4-1. Supply chain emissions of the logistnchustry

The logistics industry has already been workingetituce the greenhouse gas emissions of
means of transportation such as company-owned leshidogistics bases such as
warehouses, and so on, based on legislation suitte &lobal Warming Countermeasures
Act. However, because they play the role of coningcthe supply chain through the
following kinds of actions, logistics companies atso in a position to affect the overall

supply chain in their relationships with shipperstual carriers, etc.

» Selection of transportation methods: Selectiotrarisportation modes, actual carriers,

etc.

» Selection of storage methods: Selection of stolagggtions and warehouses, etc.

e Support for measures by actual carriers and wasshacompanies: Training in
environmentally friendly driving techniques, adjusint of temperature settings in

warehouses, etc.

« Selection of packaging materials, etc.: Selecbbmaterials with low environmental

impact, using less packaging, using lighter-wedtkaging, etc.

» Selection of methods for use of packaging materidfficient pallet recovery,
round-trip use of containers, etc.



» Selection of disposal methods for packaging matgrietc.: Promoting reuse and
recycling, etc.

» Cooperation with shippers:* Requesting measurek a8 less strict lead time, changes
in lots, changes in transport routes, changesmpégature settings, and development of
shore power equipment

» Cooperation with shipment receivers:* Requestingasures such as less strict
designation of arrival time and improvement of yaothditions (such as allowing entry
of large trucks)

* The logistics company requests cooperation frampgers and shipment receivers in
order to reduce supply chain emissions.

In contrast to the scope previously addressed eygporting company, such as its own
vehicles, it is difficult for the reporting compaiy exert an influence on some portions of
the supply chain because many areas are undeiréog cbntrol of other parties. Still, it is
expected that companies will actively endeavoretduce emissions in the overall supply
chain.



2. Use and scope of application of this document
2.1 Scope of application

This document provides explanations concerning nass activities of the logistics
industry. Here, the logistics industry indicatess portions of the transport industry under
the Japan Standard Industrial Classification thatrelated to freight transport. It includes
the following.

» Railway freight transport

* Road freight transport

» Water freight transport

» Air freight transport

* Warehousing

* Freight forwarding

» Harbor freight transport

This explanation is primarily written for the pamis of the logistics industry that consist of
freight transport using various means of transiorta

For companies that engage in business activitlesr dhan logistics, those activities are not
covered by this explanation.

2.2 How to use this document
Companies should refer to both the Basic Guidelares this document when calculating

supply chain emissions. The scope of this explanait shown in Table 2.2-1. For an
explanation concerning the categories, please tefsection 4.2.



Table 2.2-1. Scope of this explanation

Division | Category ‘ Covered in this explanation
Emissions of reporting company
Direct emissions (Scope 1) Yes (1.1)
E)nergy-derived indirect emissions (Scope Yes (1.2)
Other indirect emissions (Scope 3)
1 |Purchased goods and services Yes (2.1)
2 |Capital goods Yes (2.2)
3 Fuel and.energy related activities not
= included in Scope 1 or 2
§ 4 | Transportation and delivery (upstream) Yes (2.3)
§' 5 |Waste generated in operations Yes (2.4)
6 |Business travel
7 | Employee commuting
8 |Leased assets (upstream)
9 | Transportation and delivery (downstream)
10 |Processing of sold products
% 11 |Use of sold products
E 12 | End-of-life treatment of sold products Yes (2.5)
§ 13 |Leased assets (downstream)
14 |Franchises
15 |Investments
Other Yes (2.6)

Note: Covered categories are identified with "Y&&imbers in parentheses indicate the outline
sections in Part 2.

For the emissions unit values needed for calculatiplease refer to the "Report on
Emissions Unit Values for Calculation of Greenhou&as Emissions, etc., by
Organizations Throughout the Supply Chain" (heré@maabbreviated as "Report on
Emissions Unit Values") and the separate datablasmissions unit values.



3.

Purpose of accounting and using the results oteounting

The purposes of performing supply chain emissi@wanting in the logistics industry
may include the following.

» To obtain a deeper understanding of the curréoatson of the reporting company's
supply chain emissions and take steps to redugaysapain emissions.

* To obtain an indicator that can contribute to theolution of various management
issues in collaboration with actual carriers, efy.,visualizing the current state of the
reporting company's supply chain, including envin@mtal measures, cost savings, a
stronger supply chain, and risk reduction.

» To find ways to reduce emissions in cooperatioth whippers (customers), shipment
receivers, and actual carriers, and improve comaation with shippers (customers),
shipment receivers, and actual carriers.

« To disclose the reporting company's emissionsrderoto build understanding among
investors, shippers (customers), community resgjemtd other stakeholders.

The results of emissions accounting may be used wariety of ways. Because many
issues related to comparisons among businessesestd to be addressed, the anticipated
uses at the present stage are as follows.

» Determining the scale of the reporting compangisssions and identifying areas to be
targeted for reduction

» Determining changes in the reporting company'sssiomns over time and confirming
the progress of measures taken by the companytmeeemissions

» Disclosing the reporting company's emissions tiddounderstanding among investors,
shippers (customers), community residents, and stakeholders

It is important to address this in a stepwise maageording to the purpose and use, such
as proceeding in the order of the items listed abov

Concerning the first and second points above,anticipated that various insights that can
be used in measures for reducing emissions wilgdiaeed not only from the results of
accounting but also through the accounting process.

Changes in the scale of a company's business,asuaicreases in the amount of freight
handled, and other factors can lead to changesipply chain emissions. One way to
evaluate progress in efforts to control emissionsa iway that is commensurate with a
company's growth would be to evaluate emission®rims of unit values, in addition to
simply looking at total emissions.

The indices to be used for this purpose should dtebished in accordance with their
purpose and the actual business circumstancesexaaonple, the following methods could
be used, although it may not be possible to usewrmiindices for all cases.



Table 3.1-1. Indices of supply chain emissiongpfmgress management (examples)

Example of evaluation
index

Advantages

Disadvantages

GHG emissions
/ Sales volume

Suitable for evaluating management
efficiency. Consistent with the approach
that the scope of accounting is the scope
recorded as sales.

Sales volumes tend to fluctuate based
on commodity prices, economic
conditions, etc.

GHG emissions

/ ton-kilometers
transported

Suitable for evaluating efficiency of
energy consumption (GHG emissions)
per amount of transport activity.

Not well suited to quantifying some
aspects of transport activity, such as
wastes from operations, capital goods,
and purchased products.

GHG emissions

/ Quantity of freight
handled

Suitable for evaluating management
efficiency in cases where there is a
limited number of types of service and
the amounts handled can be determined
in terms of consistent units.

Not well suited to expressing the
amounts handled if there is a wide range
of products.




4. Scope of accounting

4.1 Organizational boundaries
As a general rule, the organizational boundariesatounting by a reporting company
consist of all business activities owned or cofgbby the reporting company, including
those of the reporting company (corporation, etnd companies subject to consolidation.

4.2 Activities subject to accounting

The activities subject to accounting as supply rthanissions are classified under the
following three general scopes, and Scope 3 iséursubdivided into fifteen categories.

Scope 1: Direct greenhouse gas emissions by tloetiregp company itself.
Scope 2: Indirect emissions from the use of el@tgriheat, or steam supplied by others.

Scope 3: Other indirect emissions besides Scopenis6ions by others related to the
company's activities).

The content of each category is as follows. Thdamgiions given in the Basic Guidelines
have been partially revised for the logistics indus

Table 4.2-1. Categories

Division Category Activities subject to accounting

Emissions of reporting company

Direct emissions from the use of fuel in the reporting company's

Direct emissions (Scope 1) vehicles and logistics bases and coolant leakage at warehouses

Energy-derived indirect emissions | Indirect emissions from the use of electricity and heat purchased at
(Scope 2) the reporting company's logistics bases and offices

Other indirect emissions (Scope 3)

Emissions from activities up to the provision of services such as
contracted transportation with freight carrier services purchased by
the reporting company or manufacturing of goods such as
packaging materials and office supplies

1 |Purchased goods and services

Emissions from construction and manufacturing of the reporting
2 | Capital goods company's capital goods (vehicles, logistics bases, and facilities
and equipment therein)

Emissions from procurement of fuel used in power generation, etc.,

% 3 Fuel and energy related activities | for electricity and heat procured from other companies (excluding
2 not included in Scope 1 or 2 indirect fuel emissions included in Scopes 1 and 2 and indirect fuel
a emissions at power plants due to the use of electricity)
-

4 Transportation and delivery Emissions from distribution of packaging materials, office supplies,

(upstream) etc., up to delivery to the reporting company

Emissions from transportation and processing of waste generated

5 |Waste generated in operations by the reporting company's logistics bases, etc.

6 |Business travel Emissions from business travel by employees

Emissions from transportation of employees when commuting to

7 | Employee commuting and from the place of business
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Emissions from operation of assets (such as vehicles and forklifts)
8 |Leased assets (upstream) leased to the reporting company (excluded if calculated under
Scope 1 or 2)
. . (Emissions from transport, storage, cargo handling, and retail sales
Transportation and delivery . .
9 of sold products (excluding cases where transportation, etc., of
(downstream) : .
such products is performed by the reporting company))
10 | Processing of sold products (Emlsspns from processing of intermediate products by
companies to whom such products are sold)
% 11 |Use of sold products (Emissions from use of services by users [consumers])
()
g " End-of-life treatment of sold Emissions yvhen parties whp have recel\{ed dehve.rles perform
s ducts transportation and processing of packaging materials purchased
Q produc by the reporting company
a
13 |Leased assets (downstream) (Emissions from operation of assets leased to others)
. (Scope 1 and 2 emissions from franchise members [e.g., freight
14 | Franchises handling establishments operated in franchise chains])
15 |Investments (Emissions from operation of investments)
Emissions from use of cargo handling equipment owned by other
Other oo . X X
parties in harbor freight transportation business, etc.

Decisions as to which scope to select for accograire made on reasonable grounds in
accordance with the business format of each compadythe purpose of accounting, etc.
There may be various purposes of accounting, imufudeduction of supply chain
emissions, use as an indicator for the resoluttamportant management issues (e.g., cost
savings and risk reduction), and use in commuminato promote collaboration with
shippers (customers), shipment receivers, and lactraers, etc., for the reduction of
emissions. The table below identifies the categotleat are considered advisable for
priority determination in the case of the logisticelustry in relation to the most
fundamental purpose, that of reducing supply ckairssions.

The scope of accounting in this explanation has Ise¢ with consideration for the relative
priority of each category when the purpose is rédoof supply chain emissions, as well
as the unique characteristics of the logistics stigu(need for explanations in relation to
the Basic Guidelines). (See Table 2.2-1.)
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Table 4.2-2.  Scope for priority determination bg tbgistics industry and
relationship to the logistics industry
L . . e Priority level
Division Category Relationship to logistics industry (examples)
Emissions of reporting company
Direct emissions (Scope 1) tIfmlssmns from vehlgles and logistics bases; directly manageable s
Y energy conservation, etc.
Energy-derived indirect emissions | Emissions at logistics bases and offices; directly manageable by s
(Scope 2) saving electricity, etc.
Other indirect emissions (Scope 3)
Emissions of contractors and suppliers; addressable by working
Purchased goods and . - :
1 services with contractors of transportation services, etc., for measures such A
as energy conservation and green procurement.
2 | capital goods Emlss_lons by sqppllers of caplta! goods; addre_ssable through B
selection of vehicle types, materials, construction methods, etc.
Fuel and energy related L . . .
e . -~ | Upstream emissions by electric power companies, etc.; somewhat
3 | activities not included in ) ) - B
addressable through selection of suppliers for electricity, etc.
Scope 1 or 2
Emissions by freight shipping companies due to transportation of
E| 4 Transportation and purchased packaging materials, etc.; addressable through B
s delivery (upstream) optimization of ordering methods, selection of transport
2 companies, etc.
o
> 5 Waste generated in Emissions by waste disposal operators; addressable through B
operations optimization of waste separation and processing methods
Emissions by passenger transportation companies; may be
6 |Business travel addressable through selection of means of transportation, etc., C
depending on the routes.
Emissions by employees (or passenger transportation companies);
7 |Employee commuting |may be addressable through selection of means of transportation, C
etc., depending on the routes.
Leased assets (In some cases) Emissions by leasing companies; may be
8 > C
(upstream) addressable by optimizing usage methods of leased assets.
9 Transportation and _
delivery (downstream)
Processing of sold _
10
products
% 11 |Use of sold products -
“é 12 End-of-life treatment of | Emissions by waste disposal operators; addressable by selecting B
% sold products reusable packaging materials and using less packaging, etc.
Q Leased assets
13 -
(downstream)
14 | Franchises —
15 |Investments -
Other Othgr measures, such as efficient use of cargo handling Voluntary
equipment in harbor freight transport.
Legend:

S: Category that should be the highest level ofrjtyiitn accounting by logistics companies.
A: Category that can be determined at the logist@®pany's own responsibility and should be an attog priority
because there is significant potential for activasures to reduce emissions.
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. Category that is desirable to include in accognsithough determination may be difficult, becatrs®e is significant
potential for future determination and reductiofoe$ based on further study of accounting methods; category that
can be determined but is not a high priority foramting because there is low potential for reduncti

. Category that is a low priority for accounting &ese determination and management is difficubafresent time.
No applicable activities exist.

Priority items for accounting should be selectedreasonable grounds, as the areas of importaiiceary depending
on the types of services provided and businessdisrm
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Part 2  Explanations of Accounting Methodology

1.

Reporting company's emissions

1.1 Direct emissions (Scope 1)

1.1.1 Scope of accounting

[Approach in the Basic Guidelines]

Scope 1 covers emissions from domestic and foreigimess operations owned or controlled
by the reporting company, and accounts for diredssions including emissions from the use
of fuel and industrial processes. When seen in geahthe company alone, Scope|l,
combined with Scope 2, which is described in sectlo2, has similar coverage to the
Accounting and Reporting System under the Globalmifeg Countermeasures Act. (In cases
of accounting for supply chain emissions under géhgsidelines, companies subject|to

consolidation are also included within the scopaagfounting of the reporting company.)

under the Accounting and Reporting System. These b voluntarily calculated under
supply chain emissions accounting.

machinery at construction sites, as well as enmmssifsom the use of company-owngd

However, there are also some emissions actiuitiasgo beyond the scope of accounting

The Accounting and Reporting System excludes goms from the use of construction

passenger cars at companies other than transpartetimpanies. However, all emissipn
activities related to the reporting company's d@itis are included in the scope of supply

chain emissions accounting, so those emissionalsmecovered in Scope 1.

[Basic approach in the logistics industry]

In the logistics industry, emissions from domesinc foreign business operations owned
or controlled by the reporting company include wses of city gas and LPG at logistics
bases and offices, etc., uses of diesel and hahiryteansport by company-owned means
of transportation such as vehicles and ships, oéeliesel and LPG in cargo handling

equipment, and uses of gasoline in company-ownhkithes.

In cases where the reporting company uses a caagdlihg facility, warehouse, or
building as a tenant under a lease agreement, dbgesis as follows, based on the
owner/tenant approach under the Energy Conservaticnand the Accounting and
Reporting System.

» All emissions from portions used exclusively bg tenant (within leased spaces)

* Emissions from common portions (such as commdéchkinettes) are not included.
Cases where the reporting company rents a porfiancargo handling facility, warehouse,
or building to tenants as the owner are also sulbjethe owner/tenant approach under the
Accounting and Reporting System and the Energy @wasion Act, with the following
scope of accounting.

« Scope of energy management authority
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Because city gas, LPG, kerosene, and the like arehpsed directly by users from
suppliers, it is unlikely that double counting wadrise between the owner and tenants;
but if double counting occurs, it should be accete long as there is no double counting
within the reporting company's own emissions. Deuldgounting of the reporting
company's own emissions, or internal double cogntoccurs when the owner/tenant
approach is applied between the reporting companyadher entities included within its
organizational boundaries (such as subsidiaries) the same emissions sources are
subject to accounting by both parties. In such $sadeuble counting can be avoided by
determining the amount of combined emissions feraWwner and tenants.

Table 1.1-1. Scope of owner and tenant accountirgcope 1

Category Owner Tenant
Common Yes No

portions

Exclusive Partial (only equipment under the owner's | Yes

portions energy management authority)

T~ Internal double counting* is eliminated. I

* Internal double counting refers to cases wher gshme emissions sources are subject to accoumyirgpth the
reporting company and other entities included wifls organizational boundaries (such as subsediri

Emissions from activities that are not specifiedhe Accounting and Reporting System
may also be included in accounting. For the loggsiindustry, a typical activity in this area
would be emissions from the use of coolant in campawned warehouses and
refrigerated trucks, etc., and it is consideredrdbke to determine such emissions.

Specific examples of included emissions are shoglovbh As a general rule, all of these
are to be included. However, emissions may be eerdubased on clearly expressed
criteria, such as cases where accounting wouldifbeutt or the amount of emissions is

sufficiently small.

[Examples of included uses of energy]

* Use of fuel and raw materials at logistics based affices, etc.: City gas, LPG,
kerosene, etc.

« Use of fuel in transport by company-owned meansafsportation such as vehicles
and ships: Diesel, heavy oil, etc.

» Use of fuel in cargo handling equipment: Dies&(, etc.

* Use of fuel in company-owned vehicles: Gasoline, ¢eyond the scope of the
Accounting and Reporting System)

[Examples of other included emissions]
e Useofdryice: CQ
» Processing of sewage, human excreta, etcs; NjD

* Beginning use, usage,* maintenance, and dispdsadromercial freezer, refrigerator,
and air conditioning equipment: HFCs
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* We recommend accounting for usage beyond the sobpie Accounting and
Reporting System.

1.1.2 Accounting methodology

[Approach in the Basic Guidelines]
(1) Accounting methods

Calculations are performed according to the methafdthe Accounting and Reporting
System as shown below.

When accounting for emissions activities tha¢ aot included in this systern
calculations should be performed using actual nreasents and emissions accountjng
methods recognized in Japan and overseas, suchet#®ds used in the National
Greenhouse Gas Inventory of Japan and the IPCCe{thed.

At the present time, the following calculatiortmods may be used for emissions due
to leakage during use of coolant in freezer, refagor, and air conditioning equipment

-----------------------------------------------------------------------------------------------------------------------

.« For cases where the amount of leakage in ordimseyis determined from the amounts
. filled and recovered during maintenance:

CO, emissions = { (Amount of coolant used to fill operating equipnt during the
emissions accounting period — Amount of recovexy appropriate disposal) x Global:

=)

warming coefficient } (I-1)
. « For cases where the amount of leakage in ordinseyis determined from the Ieakage
: rate: .

CO, emissions = [{ (Amount of coolant contained in operating equignt during the
emissions accounting period x Emissions unit valugng use *(see below)) — Amourit
of recovery and appropriate disposal} x Global wiagrcoefficient] (1-2)

[Basic approach in the logistics industry]

(1) Accounting methodsThe approach is the saméasaf the Basic Guidelines. The
amount of fuel used in transport may be calculatsbrding to the fuel consumption
method or revised ton-kilometer method indicated Gategory 4 of the Basic
Guidelines; however, for the amount of fuel usedramsport by company-owned
means of transportation such as vehicles and stiipsfuel method should be used
because it is basically possible for the reporttogpany to directly determine the
amounts of fuel used.

* |n cases where biofuels are used, please sepauaitbe amount of fossil fuels used
in the mix, and account for that portion. (Emissidrom the biofuel portion are
considered to be zero.)

When accounting for HFC leakage during the ordinarse of coolant in
company-owned warehouses and refrigerated tru¢ks, @mpanies should refer to
the accounting method stated above for emissioagalleakage during use of coolant
in freezer, refrigerator, and air conditioning gauent.

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

-15 -



1.2 Energy-derived indirect emissions (Scope 2)

1.2.1 Scope of accounting

[Approach in the Basic Guidelines]
Scope 2 covers emissions from the use of heat lacttie power purchased by the reporting
company in Japan and overseas. Along with Scops #leacribed in section 1.1, it has
generally similar coverage to that of the Accoumtamd Reporting System under the Glopal
Warming Countermeasures Act.

[Basic approach in the logistics industry]

In the logistics industry, emissions from the u$dn@at and electric power purchased by
the reporting company in Japan and overseas indildeses of heat and electricity in
logistics bases, offices, vehicles, cargo handdiggipment, etc.

In cases where the reporting company uses a caagdlihg facility, warehouse, or
building as a tenant under a lease agreement, dbgesis as follows, based on the
owner/tenant approach under the Energy Conservaticnand the Accounting and
Reporting System.

» All uses of heat and electricity in portions usedlusively by the tenant (within leased
spaces)

* Emissions from use of heat and electricity in coom portions (such as toilets,
corridors, and kitchenettes) are not included.

Cases where the reporting company rents a porfiancargo handling facility, warehouse,
or building to tenants as the owner are also stljethe owner/tenant approach under the
Energy Conservation Act and the Accounting and Repp System, with the following
scope of accounting.

» Scope of energy management authority

Here, the scope is established on the basis ofldardunting between the owner and
tenants under the Energy Conservation Act and teoénting and Reporting System. If
air conditioning, lighting, etc., are under the ggyyemanagement authority of the owner,
and the owner receives energy and then supplie¢tiggy to exclusive tenant portions,
either in the form of energy or as services usingrgy (such as air conditioning and
lighting), it is accounted for by both sides. Whiis sort of double counting occurs, it
should be accepted as long as there is no doublging within the reporting company's

own emissions. Double counting of the reporting pany's own emissions, or internal
double counting, occurs when the owner/tenant agbras applied between the reporting
company and other entities included within its oigational boundaries (such as
subsidiaries) and the same emissions sources bjecsto accounting by both parties. In
such cases, double counting can be avoided by ndigieg the amount of combined

emissions for the owner and tenants.
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Table 1.2-1. Scope of owner and tenant accountir®cope 2

Category Owner Tenant
Common Yes No
portions
Exclusive Partial (only equipment under the owner's Yes
portions energy management authority)

* Internal double counting refers to cases wher gshme emissions sources are subject to accoumyirgpth the
reporting company and other entities included wifls organizational boundaries (such as subsediri

Specific examples of included emissions are inddtdielow. As a general rule, all of these
are to be included. However, emissions may be eerdubased on clearly expressed
criteria, such as cases where accounting wouldifbeutt or the amount of emissions is

i

Internal double counting* is eliminated.

]

sufficiently small.

[Examples of included uses of purchased heat audrility]

« Use of heat and electricity at logistics basesdfides, etc.
» Use of electricity in railway freight transportati
» Use of electricity by cargo handling equipment

» Use of electricity in electric vehicles for busssepurposes, if this is not included in

the electricity used at logistics bases and offstdgect to accounting

» Use of heat and electricity at short-term rengailities such as event venues (beyond

the scope of the Accounting and Reporting System)

« Use of electricity in company-owned vehicles histis not included in the electricity
used at logistics bases and offices subject toumtow (beyond the scope of the

Accounting and Reporting System)
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2.

Other indirect emissions (Scope 3)

2.1 Category 1: Purchased goods and services

2.1.1 Scope of accounting

[Approach in the Basic Guidelines]

The scope of accounting for Category 1 consistemissions from the stage of resoufce
extraction to the stage of manufacturing for albd® (raw materials, parts, purchased items,
sales-related materials, etc.) and services puechas acquired by the reporting company.
Goods and services indicate all raw materials,sparbducts, and services, etc., brought jnto
the reporting company, including the types indidabelow; however, goods and so on that
are not directly purchased by the reporting compang are beyond its control may pe
excluded from accounting. Transportation from ttage of resource extraction to the primary

supplier is also included in Category 1. (Howewamsportation from the primary supplier|to
the reporting company falls under Category 4.)

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

Software and other services purchased or acqoyéle reporting company

[Basic approach in the logistics industry]

In the logistics industry, this category covers ssitns from services of the reporting
company's business activities that are outsouaradi emissions from the stage of resource
extraction to the stage of manufacturing for albg® that are directly purchased, used, or
leased by the reporting company. Here, distribuisran outsourced service that does not
constitute a portion of services sold to custonfeush as distribution for procurement of
purchased goods) is included in Category 4. Outsogrrelated to the purchasing of
capital goods is included in Category 2. Emissidnmen the use of energy and raw
materials, etc., in other outsourced services (@agloutsourced repair and maintenance
services) are included in Category 1.

Specific examples of included goods and servicedascribed below. As a general rule,
all of these are to be included. However, emissiorRy be excluded based on clearly
expressed criteria, such as services where acoguwbuld be difficult and goods where
the amount handled is sufficiently small.

[Examples of included services]

» Contracted transportation using freight carriervises (truck, railway, ship, or
aircraft)

« Qutsourced repair and maintenance services fachkeshand logistics bases owned by
the reporting company

» OQutsourced distribution processing work

e Cargo handling and storage at external logistiaseb (such as cargo handling
facilities at warehouses and airports)
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Contracted transportation to harbor freight tramigiion services

[Examples of included goods]

2.1.2

Purchased items for use by the reporting company:

> Packaging materials used in the reporting comparhyisiness activities
(cardboard, pallets, stretch film, etc.)

> Office supplies, OA equipment, paper, and otheang used in offices
> Slips for shipping documentation

> Wheeled cages, hand-held terminals, and othestlogi equipment (excluding
fixed assets)

* Even when goods are loaned or provided free airgd to agencies and the like,
they are included if they are provided as a pathefreporting company's business
activities.

Accounting methodology

[Approach in the Basic Guidelines]
(1) Accounting methods

There are two methods of accounting:

[1] Determining emissions for goods and servicesclpased or acquired by the

reporting company from the stage of resource ettracto the stage O
manufacturing for each supplier and combining tfemeunts.

[2] Determining data on volume and monetary amouiois goods and service

purchased or acquired by the reporting companyraalfiplying those figures by
emissions unit values from the stage of resourcgaebion to the stage of

manufacturing for the respective goods and services
Accounting method 1 provides a high level of aetowg accuracy, but cannot be eas
used in cases where suppliers cannot determinesiemssdata or emissions data can
be obtained from suppliers.
Accounting method 2 uses data on physical ansoanti monetary values for goo
and services purchased or acquired by the repoctngpany, so accounting is relative

easy. However, since accounting is performed bytiptyihg data on physical amounts

and monetary values for goods and services purdhaseacquired by the reportin
company and emissions unit values from the stagesufurce extraction to the stage
manufacturing, the accuracy of accounting dependsoav well the categories of data
physical amounts and monetary values determineth&ycompany match up with tk

—h

S

ily
not

ds
2|y

g
of

on
ne

categories of the emissions unit values used.

[Basic approach in the logistics industry]

1)

Accounting methods
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Two types of emissions are subject to accountimgeu this category in the logistics

industry: These are emissions from services of rorting company's business

activities that are outsourced, and emissions ftleenstage of resource extraction to
the stage of manufacturing for all goods that arectly purchased, used, or leased by
the reporting company.

When determining emissions from outsourced sesvimethe reporting company's

business activities (such as transport, cargo lemdhnd storage), this includes only
the Scope 1 and 2 emissions of contractors (méioig the use of fuel) and emissions
from the manufacturing of goods directly involvedthe services provided. Not only

direct emissions during the combustion of fuel, &ab the emissions of such fuel on a
life cycle basis (including emissions from fuel rextion) may be included in these
figures.

Because many companies have access to some aofalata on the amounts of fuel

used in their transportation, logistics bases, @hdr facilities, this can be checked by
the method of determining the amounts of emissainsach supplier (or contractor)

and adding those up (using the approach of acauyniethod 1).

Meanwhile, accounting method 2 can be used foero#tttivities, because in many
cases it would be difficult to use accounting methoIn cases where it is possible to
separate out a portion of emissions that can bermeted using accounting method 1,
both accounting method 1 and accounting metho@ 2s&d in combination.

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

[1] Calculation of emissions from outsourced sesgi®f the reporting company's
business activities

In the area of outsourced services, emissions foomtracted transportation
services are calculated by the fuel method, thé daesumption method, or the
ton-kilometer method. A reporting company may usgssions unit values based
on the life cycle emissions of fuel, instead ofedir emissions during fuel
combustion.

' [Fuel method]

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

' [Fuel consumption method]

CO; emissions == {Operating distance / Fuel consumption x Emissianis value (= Unit
calorific value x Emission coefficient x 44/12)} )(b:

[Ton-kilometer method:]

CO; emissions = {Weight of cargo x Transport distance x Emissiang value (= Unit !
calorific value x Emission coefficient x 44/12)} )(c!

For outsourced distribution services other thamdportation services, emissions
are calculated using emissions unit values andmtheunts of electricity and fuel
used at logistics bases and warehouses. For méoemetion concerning this
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[2]

approach, please refer to Category 4 of the Basiddlnes. In the case of
long-term storage facilities such as warehouses)eghgth of the storage period
affects the amount of emissions; so in cases whes@nly possible to determine
the total emissions from combined use of a wareldoysmultiple parties, such
emissions should be allocated with considerationtfi@ storage periods. For
example, the total emissions could be first alledaby the number of days of
storage, and then allocated by the proportion e ar capacity used during that
period.

Emissions from all goods that are directly phased, used, or leased by the
reporting company

Emissions are calculated by multiplying the ameuwrtvalue of purchased goods
by an emissions unit value (going back to the stdgesource extraction).

(2) Amount of activity to be determined

[1]

[2]

Calculation of emissions from outsourced sezgi®f the reporting company's
business activities

With regard to contracted transportation servidhs, amount of activity to be
determined is the amount of fuel used in the césbeofuel method, the number
of hired vehicles and operating distance per vehiol the case of the fuel
consumption method, and the cargo weight and tmahsjistance in the case of
the ton-kilometer method.

With regard to outsourced distribution servicdseotthan transportation services,
in addition to the amounts of electricity and fueded at logistics bases and
warehouses, emissions can also be allocated byndeieg the contract fees, area
used, amount stored, etc., in cases where only raopocorresponds to the

reporting company.

Emissions from all goods that are directly pfhased, used, or leased by the
reporting company

In addition to the amount or value of purchaseddse data such as the materials
of goods can be determined. If the units are detethin accordance with the
categories of emissions unit values, this databeansed in calculating emissions.

For example, the emissions unit values (valuedjabat correspond to categories
of the correspondence table by industry include values for cardboard boxes,
plastic products, and pens & stationery.

The following are examples of calculations for traoted transportation services.
There is an example for highway transportation @mather for delivery.
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[Example 1] Estimation of contracted highway traors@tion emissions based on the

number of trips between bases and distance bethssas

Here, emissions are calculated by the fuel consempinethod, using standard fu
consumption and records of contracted transportdyotruck among bases A, B, and C.

(1) Determining operating distance of contractedgportation services among bases
Determination is based on transport distance latvases and records of the numbe

trips among bases by type of vehicle. Here, itssuaed that only three types of truc

were used: 4-ton, 10-ton, and trailer trucks.

‘ Number of trailer truck trips between bases

| Number of 10-ton truck trips between bases

Distance between bases Number of 4-ton truck trips between bases
A B C A B C
100 km 125 km 324 521
100 km 169 km x | B 295 148
125 km 169 km C 488 86
B
Type of vehicle Total for fiscal year
Number of trips Operating distance (km) [1]
4-ton truck 1,025,585 330,870,255
10-ton truck 3,160,080 715,225,159
Trailer truck 300,500 50,586,129

(2) Fuel consumption figures
Fuel consumption is determined for each type @iale. If records are not available, t

fuel consumption figures under the Energy Cons@awmafct (for shippers) and the

Accounting and Reporting System* are used.

el

r of
ks

* Please refer to the Greenhouse Gas Emissiogsulting and Reporting Manual, Ver.

3.3 (May 2012).
(http://ghg-santeikohyo.env.go.jp/manual)

Fuel consumption (diesel)

Type of vehicle | \aximum loading weight | Fuel consumption (km/l)
(kg) (2]

4-ton truck 2,000~3,999 4.58

10-ton truck 8,000~9,999 3.09

Trailer truck 12,000~16,999 2.62

(3) Calculation of emissions

The amounts of emissions are determined by digidive operating distance by fuel

consumption and multiplying by unit calorific valaed an emission coefficient.
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Diese! cz.ilorific va}lqe and
. Operating Fuel emission coefficient Emissions (tCO,) [1] /
Type of vehicle | .0 -o (km) [1] Co(rll?#/rl??g]on Unit calorific Emission [2]/ 10024;(1[23] x [4] x
coefficient
value (GJ/KI) [3] {CIGJ [4]
4-ton truck 330,870,255 4.58 37.7 0.0187 186,744
10-ton truck 715,225,159 3.09 37.7 0.0187 598,327
Trailer truck 50,586,129 2.62 37.7 0.0187 49,910

Note: All of the figures given here are merely epdas for explanatory purposes. Please be sureettheslatest figures

for emission coefficients, unit calorific values;.e

[Example 2] Calculation of contracted delivery spartation emissions based on emissi
per item within a specified region

Although it is preferable to determine these figui@r all of Japan to use in calculations,
fact is that in some cases, only a portion of su@ta can be determined. In such cases
calculation method is to determine the amount ofssimns per delivered item from tk
delivery records of contractors in a specified oegiand use those figures to estim
nationwide emissions.

(1) Calculation of emissions per delivered itemniréhe delivery records of contracta
within a specified region

In a region where data is available, samples @extd in units of trucks or contracto
and the fuel usage and delivery records of thos@ractors are confirmed. These figu
are used to calculate emissions per delivered item.

Transport Quantity L -
No. | distance |Fuel usage (I)|delivered (i(kjg_gn(;ls/(sjgn)s clztgrzn e(m_l(s:sgo/riltserp;:e)r
(km) (items) | (920 g-&0%
1 38.80 3.56 99 8.25 83.38] Average
2 21.49 1.97 116 457 39.41 - 57.2 g-COy
3 43.14 3.96 53 9.18 173.17 item

(2) Estimation of nationwide emissions

Carbon dioxide emissions from nationwide contrdatelivery services are estimated
the basis of the quantity of items delivered natiole by contractors and the amount
carbon dioxide emissions per item. Here, it is asl that the quantity of item
delivered nationwide by contractors is 128,589,@2rs per year.

128,589,221 items x 57.2 g-Gfilem = 7,355 tCQ

D

ons

the
the
ne
ate

rs
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Note: All of the figures given here are merely exéas for explanatory purposes. Please be

sure to use the latest figures for emission cdefiis, unit calorific values, etc.

Last, the following is an example of calculatingigsions from outsourced repair services.
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[Example 3] Calculation of emissions from outsodrgepair services based on contr
fees

Although it is desirable to determine all of thetadls of services included in outsourc
repair services, the fact is that in some casesotity data available is the monetary amag
charged for such services. In such cases, it isilplesto estimate emissions on the basi
data on contract fees and amounts of emissioredation to contract fees.
(1) Determination of annual fees for outsourcednegervices
The reporting company adds up the fees for repaEfirsompany-owned vehicles ar
logistics bases. Here, we will assume the casecofrgany that has spent ¥5 million
repairs to its company-owned vehicles in one year.

(2) Estimation of emissions

act

ed
unt
5 Of

nd
on

Carbon dioxide emissions due to repairs and maamee of company-owned vehicles

and logistics bases at this company are determoredhe basis of carbon dioxig
emissions per unit fees for repair services (emmssiunit value). For example, t
following calculation applies to repairs to compaiwned vehicles.

¥5 million x 2.31 tC@million yen = 11.55 tCO2

* Reference: List of emissions unit values (Gnissions unit values (I-A)
Automotive:  Repair of vehicles, 2.31 t@®1 million
Ship: Repair of ships, 4.00 tG&1 million
Railway: Repair of railroad cars, 4.72 t&¥1 million
Equipment: Repair of equipment, 2.65 # million

Source: Nansai, Keisuke and Moriguchi, Yuichi, 2@#&a Book of Environmental Impac]
Factors Based on the Correspondence Table by hyd@&ID): 2005 yearbook
(B+ edition), National Institute for Environmentaugites, Center for Global
Environmental Research
(http://www.cger.nies.go.jp/publications/report/dtidex-j.html)

e
he

Note: All of the figures given here are merely exéas for explanatory purposes. Please be

sure to use the latest figures for emission cdefiis, unit calorific values, etc.
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2.2 Category 2: Capital goods

2.2.1 Scope of accounting

[Approach in the Basic Guidelines]

The scope of accounting under Category 2 consfs&snissions from the construction and

manufacturing of capital goods purchased or acduileing the accounting period. Capital
goods are final products having a long usable itifef used by a company for the

manufacturing of products, provision of servicassale, storage, and transportation of goods.

They are treated as fixed assets in financial atoogt

Therefore, this category includes emissions fram material manufacturing and transp,
at all of the reporting company's facilities (fass, offices, stores, etc.), equipme
buildings, etc., as well as emissions during camsion (including wastes). In cases

ort
nt,
of

renovation of existing facilities leased from otleertities as a tenant, accounting covers only

the renovation portion (interior decoration, equgnt, etc.).

[Basic approach in the logistics industry]

In the logistics industry, accounting covers enaissi from the construction and
manufacturing of all capital goods used in busiredsvities by the reporting company.
Specific examples of included capital goods arecated below. As a general rule, all of

these are to be included.

Note: It is desirable to account for the emissiohsapital goods that are leased under a
finance lease, because they are included as asséi®e balance sheet; however,

these are recorded under Category 8.
[Examples of included capital goods]
« Capital goods used for the reporting company'sness activities

Company-owned vehicles used in business activities

Company-owned logistics bases used in businesstiast

Information systems built at the reporting company

Distribution equipment used in business activiffesklifts, containers, etc.)

YYVY

» Capital goods used for other business activitigh@reporting company

> Offices and other buildings used in business Hiets/
> Facilities and equipment established in officés, e
> \ehicles used in operating activities

* Emissions at the stage of utilization of capgalbds are not included here, since they

are covered under Scopes 1 and 2. For examplagifdporting company owns
vehicle for operating activities and sales actgtiCategory 2 includes emissions fr

a
om

vehicle manufacturing and delivery of the vehidelte reporting company (excluding

cases of transport contracted by the reporting emyjitself, which is covered und

er

Category 4), but emissions from use of the vehacteincluded under Scope 1, as this

is beyond the scope of Category 2.
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2.2.2 Accounting methods

[Approach in the Basic Guidelines]

There are three methods of accounting in Categoag #ollows.

[1] Determining emissions from the stage of reseurextraction to the stage pf
manufacturing for each capital good, and addinthepe amounts.

[2] Obtaining data from capital good suppliers @o@® 1 and 2 emissions related to capital
goods, weight and transport distance of raw mdserend weight of waste, etc., apd
adding these up for each item.

[3] Determining the weight, sale units, or amoumteapenditures for purchased capital
goods and estimating emissions on that basis. F

[Basic approach in the logistics industry]
(1) Accounting methods

In this category, the three accounting methodsdisbove can be used for emissions
from the construction and manufacturing of all tapgoods used in a reporting
company's business activities.

It is thought that accounting method 3 will gefigrdbe used when determining
emissions from capital goods in the logistics indysased on factors such as the
situation of data availability. The following apjphes are used when calculating
emissions from company-owned vehicles and compamed logistics bases, which
are particularly numerous in the logistics industry

[1] Company-owned vehicles
Emissions from company-owned vehicles are caledladrom the purchased
quantity and purchase price for each vehicle tymkthe corresponding emissions
unit values.

[2] Company-owned logistics bases
Emissions from company-owned logistics bases al@ated from the types and
quantities of materials used in construction, area, and investment amount, and
the corresponding emissions unit values.
For emissions unit values, please refer to theoRem Emissions Unit Values.

(2) Amount of activity

[1] Company-owned vehicles
For company-owned vehicles, the purchased quaatiy purchase price are
determined for each vehicle type. Concerning thegmies of vehicle types, for

example, emissions unit values have been prepartticategories of passenger
cars, trucks & buses, etc., ships, and other tateion equipment including
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in-yard transporting vehicles and forklifts, coresidg the use of emissions unit
values for monetary values based on the correspaedable by industry.

[2] Company-owned logistics bases

For company-owned logistics bases, the types amadtdies of materials used in
construction, site area, and investment amoundetermined.
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2.3 Category 4: Transportation and delivery (upstram)

2.3.1 Scope of accounting

[Approach in the Basic Guidelines]

The scope of accounting under Category 4 consiktELlJoEmissions from distributio
(transport, cargo handling, and storage) of goaus services purchased in the fiscal year
subject to reporting (emissions from distribution the upstream side of the reporting
company) and [2] Other emissions from distributs@nvices (transport, cargo handling, and
storage) purchased in the fiscal year subject portang (distribution among the reporting
company's facilities and distribution on the doweain side of the reporting company). This
does not include distribution performed by the rédpg company itself or emissions at the
reporting company's facilities (determined undeoggcl or Scope 2). Cargo handling and
storage at pass-through logistics bases (transfeéers) such as distribution centers and cargo
handling facilities where cargo is only handledebly, as well as distribution centers that
include distribution processing, may be excludeanfthis category.

[Basic approach in the logistics industry]

In the logistics industry, the following activitiese to be included in accounting under this
category. Here, accounting in this category dodsimaude purchasing of freight carrier
services as a portion of logistics services prayitbecustomers.

[Examples of included distribution activities]

« Transportation from transaction partners (manufacs, wholesalers, etc.) to logistics
bases of the reporting company

» Storage and cargo handling at warehouses wherkagiag material and office
supplies are stored (if these are not company-ovamalities)

» Cargo handling and storage at pass-through logistases (transfer centers) such as
distribution centers and cargo handling facilitvesere cargo is only handled briefly,
as well as logistics centers that include distrdyutprocessing, within the covered
transport zones*

» Transportation and processing of discarded pangagnaterials used in the
transportation of purchased goods (only for waséekaging materials that are
generated in transportation processes subjectcmuating, but are not covered under
Category 5) *

* It is expected that such activities will be inded in cases where the reporting
company wishes to address a broader range of emsssi
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2.4 Category 5: Waste generated in operations

2.4.1 Scope of accounting

[Approach in the Basic Guidelines]
The scope of accounting in Category 5 consistsro$&ons from disposal and processing of
waste generated in the reporting company's busiaegties (excluding wastes sold fpr
compensation) by parties other than the reportomgpany. It also includes emissions from
the transport of waste. In-house disposal, sucte@gcling within the reporting company
own processes, is recorded under Scope 1.

In cases where waste is recycled, the scopeauiuating needs to be cut off at a certain
point. It is difficult to prescribe one specific thed of demarcating this scope, but for
example, the scope of accounting could be limitedemissions through the stage |of
preparations for recycling (transport, disassemtilyshing, and sorting); or accounting for
recycling processes could be handled by eitheisaieeor the other.

[Basic approach in the logistics industry]

In the logistics industry, the scope of accountiogsists of emissions from all disposal
and processing of wastes generated in the repotimgpany's business activities
(excluding wastes sold for compensation) by partigeer than the reporting company.
Specific examples of included wastes are indicégldw. As a general rule, all of these
are to be included.

[Examples of included wastes]

» Waste generated from transportation and otheratipgr activities of the reporting
company

> Discarded company-owned vehicles

> Discarded pallets, cardboard and other packagiatemals used in business
activities

> Slips attached to cargo for shipping documentatifodiscarded by the reporting
company

> Metal, plastic, and paper waste used in cargo lmndquipment, etc., and racks,
forklifts, and storage equipment such as containers

> Construction waste from dismantled logistics basts

» Waste generated from other business activitigseofeporting company

> Plastic and paper waste from office supplies ahé&rovaste materials generated
at offices, etc.

As the examples illustrate, this includes only wastliscarded directly by the reporting
company. It does not include wastes generated htratiors of services such as repairs
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and maintenance. For example, a portion of thesshiftached to cargo for shipping
documentation is retained by the client and theveef destination (in the form of copies),
and disposal of such slips by recipients of the gamy's services is not included here.

[Differences between Category 5 and Category 1Barhandling of waste]

The following is a summary of the differences betaw€ategory 5 (waste generated in the
reporting company's business operations) and Cateldd (end-of-life treatment of sold
products) with regard to the handling of waste.

Case [1] The logistics company consigns items ageti by itself for waste disposal
(including recycling; the same applies below). Hengs includes cases where
items purchased by the logistics company are rethdwe the logistics
company itself upon delivery to a shipment recealeng with the cargo to be
delivered, or upon reaching the cargo client.

Case [2] The logistics company consigns items @agetl by a shipper or other cargo
client for waste disposal. This includes cases whmackaging material is
removed and disposed of when cargo is deliverédeshipment receiver.

Case [3] Upon reaching a shipment receiver or otasgo delivery recipient, items
purchased by the logistics company are consignedvéste disposal by the
delivery recipient.

Case [4] Upon reaching a shipper or other cargmtlitems purchased by the logistics
company are consigned for waste disposal by tleatcli

Case [5] Upon reaching a shipment receiver or athego delivery recipient by way of
the logistics company, items purchased by a shippather cargo client are
consigned for waste disposal by the delivery recipi

Cases [1] and [2] in the figure below correspondCategory 5. Taking the example of
documentation slips, although the logistics comppuaschases the slips, a portion of the
slips are retained and disposed of by the tranapaont client (Case [4]) and the delivery
recipient (Case [3]), so this includes only thetjpor disposed of by the logistics company
itself (that is, Case [1] only).

Even if the transportation client purchases paci@gnaterials, these are included under
Category 5 if the logistics company disposes th€asé [2]); however, such items are not
covered under Category 5 (not subject to accouniinthe delivery recipient disposes
them (Case [5]).
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Logistics
company

Shipment

Shipper
receiver

Category 12 Not subject to
accounting

Category 12

[ Consigned for waste disposal ]

[Category 5]

[Category 12]

[Not subject to accounting]

Waste generated in the reporting company's busmesvities
* A party other than the reporting company handlispasal and processing of items
purchased by the reporting company (Case [1])
* A party other than the reporting company handlispasal and processing of items
purchased upstream (Case [2])

Disposal of sold products
« Disposal and processing of products manufactunedsald by the reporting company
and their containers and packaging (Cases [3]4hd [

Delivery recipients dispose of items that werechased upstream (Case [5])

Fig. 2.4-1. Scope of accounting for waste packagiatgrials, etc.
Meanwhile, the handling of waste from repairslissirated in Fig. 2.4-2.
First, waste generated from contracted repairsosnied as waste of the contractor
(company that handled the repairs). Therefore, whpairs are outsourced, discarded tires
are included under Category 1, not Category 5.
Waste from repairs is included under Category thef reporting company performed the
repairs and consigned the waste for disposal. ¥ample, tires consigned for disposal are
included under Category 5 if they are wastes ofdiperting company.

If the reporting company itself performs waste desgd, this is included under Scope 1 or
Scope 2.
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[ Wastes from repairs ]

v

Did the reporting company perform the repairs itself or
outsource repairs to another company?

Another company

Reporting
company

Who handled disposal and processing of wastes generated
in repairs?

Reporting company Another company

A 4
Scope3 Scope3 —_ Category 5 of Scope 3 of the
Category 5 Category 1 contractor (repair company)

Note: Category 1 of Scope 3 includes all products and services purchased from other parties.
When determining the amount of emissions, if it is possible to determine the breakdown of
all products and services purchased from other parties, the method of adding up the
individual emissions can be used. However, if it is not possible to determine the breakdown,
an emissions unit value is used to calculate emissions based on collective data such as the
amount spent on products and services purchased from other parties.

Fig. 2.4-2. Handling of waste from repairs

When disposing of company-owned vehicles, if theasetraded in as used vehicles, they
will not become waste until after they have beehzatl as used vehicles; therefore, they
are not considered wastes at the time of trad€kis accounting is performed by the party
which purchases the vehicles used and then dispdsaem. Emissions from further use

of vehicles after they have been sold as used lsh{€ategory 11) are not subject to
accounting unless the reporting company's industrthe sale of used items including

logistics services.

2.4.2 Accounting methodology

[Approach in the Basic Guidelines]

In cases where actual figures on disposal and liagysuch as processing methods for egch
type of waste) can be determined, such amountsnatplied by emission coefficients for
the respective types of waste and processing mgthod

In cases where actual figures on disposal angcliag cannot be determined (processing
methods by type of waste, etc.), emissions areulzdd by multiplying the fees charged by
or amounts consigned to waste disposal/recyclimgpamies by emissions unit values on the
basis of standard scenarios for each type of waste.
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[Basic approach in the logistics industry]

(1) Accounting methods

@)

In the logistics industry, it is difficult to dictly determine actual figures on disposal
and recycling (processing methods by type of waste) of wastes generated from the
reporting company's business activities. Therefasea general rule, accounting is
performed with emissions unit values based on stahdcenarios for each type of
waste.

Here, we will discuss the disposal of vehicles armaterials for packaging and cargo
handling, which occurs frequently in the logistindustry. The approaches for these
are as follows.

[1]

[2]

Company-owned vehicles

For the disposal of company-owned vehicles, ewmnssare calculated based on
the quantity of each vehicle type, fees chargedwagte disposal/recycling
companies, and corresponding emissions unit values.

Materials for packaging and cargo handling

For the disposal of materials for packaging andyaéhandling, emissions are
calculated based on the amounts of waste dispystdin, fees charged by waste
disposal/recycling companies, and corresponding&ons unit values.

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

Amount of activity

[1]

[2]

Company-owned vehicles

For the disposal of company-owned vehicles, theuwnts of activity are the
guantity of each vehicle type and fees charged Iagtev disposal/recycling
companies. If the quantity of discarded vehicles b@en determined, the weights
of representative types of materials by vehicleetgpe determined, and these are
converted into amounts of waste disposal.

Materials for packaging and cargo handling

For the disposal of materials for packaging andj@dandling, the amounts of
activity are the amounts of waste disposal by natétem) and fees charged by
waste disposal/recycling companies. If it is difficto determine the amounts of
waste disposal, another possible method would béetermine the amounts
purchased and estimate the amounts of waste disbasad on the proportion
discarded.
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2.5 Category 12: End-of-life treatment of sold prodcts

2.5.1 Scope of accounting

[Approach in the Basic Guidelines]

The scope of accounting under Category 12 consisesmissions from the disposal a
processing of products manufactured or sold by rémorting company, as well as t
containers and packaging of such products.

nd
he

In cases where products are recycled, the scbpeaunting needs to be cut off at a

certain point. It is difficult to prescribe one sge method of demarcating this scope, but
example, the scope of accounting could be limitedemissions through the stage
preparations for recycling (transport, disassemtilyshing, and sorting); or accounting
recycling processes could be handled by eitheisaieeor the other.

for
of
for

[Basic approach in the logistics industry]

In the logistics industry, accounting includes esites from the disposal of packaging
materials purchased by the reporting company (blggstics company) and provided to
customers, or delivery recipients.

Packaging materials used in the transportationredycts may include the following. For
example:

» Packaging materials around the products themséinds/idual packaging added in
the manufacturing process)

« Packaging used for transportation (transport pgiokgpurchased by the logistics
company itself)

Of these, packaging materials around the produetsiselves are not subject to accounting
because they are not purchased or sold by thdiltggompany. However, packaging used
for transportation is purchased by the logisticenpany itself; and in cases where it is

provided to the delivery recipient, it would be satered to be provided, or sold, as a part
of the transportation services, so it is subje@doounting. However, if the transportation

company takes back some transport packaging miatésach as pallets) and does not
leave them with the recipient, these are not iretioch accounting. There are also cases
where the packaging materials are actually purch&asethe customer, or added by the

reporting company as a part of its services; anchlee the packaging materials are
considered to be sold as a part of the reportimgpamy's services in both of these cases,
they are subject to accounting.

Based on the above, as a general rule, the folppweickaging materials are subject to
accounting:

[Example of packaging materials subject to accaogti

» Disposal of packaging materials purchased by tigesfics company itself, used in
transportation, and then provided to the delivegipient:
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> Cardboard, stretch film, pallets, and other paoiggmaterials used in
transportation

[Differences between Category 5 and Category 1Barhandling of waste]

The following is a summary of the differences betw€ategory 5 (waste generated in the
reporting company's business operations) and Cateldd (end-of-life treatment of sold
products) with regard to the handling of waste.

Case [1] The logistics company consigns items @aget by itself for waste disposal
(including recycling; the same applies below). Héhes includes cases where
items purchased by the logistics company are rethdwe the logistics
company itself upon delivery to a shipment recealeng with the cargo to
be delivered, or upon reaching the cargo client.

Case [2] The logistics company consigns items @aseld by a shipper or other cargo
client for waste disposal. This includes cases whmackaging material is
removed and disposed of when cargo is delivereédeshipment receiver.

Case [3] Upon reaching a shipment receiver or otiaego delivery recipient, items
purchased by the logistics company are consignewvéste disposal by the
delivery recipient.

Case [4] Upon reaching a shipper or other cargentliitems purchased by the
logistics company are consigned for waste dispog#he client.

Case [5] Upon reaching a shipment receiver or othego delivery recipient by way
of the logistics company, items purchased by apdripr other cargo client
are consigned for waste disposal by the deliveciprent.

Cases [3] and [4] in Fig. 2.5-1 correspond to Categl2. Taking the example of
documentation slips, in cases where the slips arehpsed by the logistics company but a
portion of the slips are retained and disposedyahk transportation client (Case [4]) and
the delivery recipient (Case [3]), this portionnsluded in Category 12.

Packaging materials needed for transportationatr@purchased by the logistics company,
and then left with the delivery recipient (and disted by the delivery recipient), are
included under Category 12. However, such itemsavered under Category 5 if they are
taken away by the logistics company upon delivery.
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Shipper

Not subject to
accounting

Category 5 Category 12

Category 12

[ Consigned for waste disposal ]

[Category 5]
« Waste generated in the reporting company's busiaesvities

* A party other than the reporting company handlispasal and processing of items

purchased by the reporting company (Case [1])

* A party other than the reporting company handlispasal and processing of items

purchased upstream (Case [2])
[Category 12]
» Disposal of sold products

» Disposal and processing of products manufactunedsald by the reporting company

and their containers and packaging (Cases [3]4hd [
[Not subject to accounting]
» Delivery recipients dispose of items that werechased upstream (Case [5])

Fig. 2.5-1. Scope of accounting for waste packagiatgrials, etc.

2.5.2 Accounting methodology

[Approach in the Basic Guidelines]
(1) Accounting methods

In cases where actual figures on disposal anccliegy(such as processing methods
each type of waste) can be determined, emissiomscalculated by multiplying th
amounts of waste disposal or recycling, for eaple tyf waste and processing method
the respective emissions unit value for each tyjpgaste and processing method. If it
difficult to determine actual figures on disposatiaecycling, emissions are estimated
multiplying the fees charged by or amounts congighe waste disposal/recyclin
companies by emissions unit values on the basstanidard scenarios for each type

D

for

by
is
by
g
of

waste. The standard scenarios could be establisitdreference to processing ratios

throughout Japan for each type of waste and eaegsing method.
(2) Amount of activity

In cases where actual figures on disposal anccliegy(such as processing methods
each type of waste) can be determined, the amduattivity is the amount of wast
disposal or recycling for each type of waste armt@ssing method. In cases where |
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difficult to determine such figures, the costs @&fste disposal (or amounts) and costs of

recycling (or amounts) are determined as the amaofuadttivity.

[Basic approach in the logistics industry]

(1) Accounting methods

In the logistics industry, it is difficult to detaine the actual situation of disposal and
recycling (such as processing methods by type ddteyaof packaging materials
purchased by the reporting company (the logistiosngany) and provided to
customers, or delivery recipients. Therefore, gemeral rule, the following methods

are used to calculate the amounts of such wagteshs

[1] Perform a sampling survey to determine the prbbpn of packaging materials
that are left at the delivery destination and reshoved, and then estimate the
amount discarded by multiplying the amount of paik@ materials purchased by

the reporting company by the proportion discarded.

[2] For each type of packaging material, determifesther materials are collected
from delivery destinations, and compile the resutlis estimate the amount

discarded.
For emissions unit values, please refer to the RepoEmissions Unit Values.

(2) Amount of activity

In the logistics industry, it is difficult to detaine the actual situation of disposal and
recycling (such as processing methods by type dfteyaof packaging materials
purchased by the reporting company and provideaistomers, or delivery recipients,
and it is also difficult to determine waste disgasssts and recycling costs. Therefore,
as a general rule, the amounts of waste disposhharmunts of recycling should be

determined as the amount of activity.

The following is an example of calculating emissidrom the disposal of packing

slips, which are slips attached to cargo for smgmlocumentation.
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[Example 4] Emissions from disposal of packingsli

This is a method for calculating the portion of ssmns due to packing slips given|to
shippers and shipment receivers. Here, we are asguanpacking slip with four sheets per
copy set (see table below). If each sheet is gigethe respective party, only two of the faur
sheets will be given to the customer, and the remgitwo sheets will be returned to the
reporting company. In this case, the shipment vecevill dispose of two sheets.

(1) Calculating the weight of slips given to shiprheenders and recipients

Structure of a packing slip (four sheets per set)
nirrftsér Purpose Given to
1 Sender's copy Sender of shipment — Category 12
2 Record of pickup Kept by logistics company — Category 5
3 Record of shipment Kept by logistics company — Category 5
4 Recipient's copy Recipient of shipment — Category 12

This calculation is for Category 12 emissions,uassg that the entire set weighs (10
grams and that two of the four sheets are givenusiomers. The logistics company
accounts for the two remaining sheets under Cagegor

10 g/set x 128,665,332 sets x 2 sheets / 4 shet8,326,660 g = 643 t
Here, it is assumed that all four sheets havelegeights.

(2) Calculating the amount of emissions

The weight discarded by customers is multipliecabhyemissions unit value to determine
carbon dioxide emissions. Also, the entire paclsiiygis accounted for underatgory 1.

643 tx 0.206 tCet = 132 tCQ

Note: All of the figures given here are merely exéas for explanatory purposes. Please be
sure to use the latest figures for emission caefiis, unit calorific values, etc.
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2.6 Other

[Approach in the Basic Guidelines]

Reporting companies may opt to use this categogctmunt for emissions that have some
relationship to their business activities but aveaovered in Categories 1 to 15. For example,
this could include emissions in the daily livesemhployees and consumers at their homes,
emissions from the use of assets not included uodganizational boundaries, emissians
from means of transportation used by meeting aedtgvarticipants, etc.

2.6.1 Scope of accounting

* Here, the approach of the Basic Guidelines istadj because it deals with the example
of emissions from the everyday home lives of em@ésyand consumers.

[Basic approach in the logistics industry]

In the logistics industry, work is sometimes peried with borrowed assets not included
under the reporting company's organizational boresla(such as cargo handling
equipment). Emissions from such activities are cedeinder this category.

[Example]

» Performing work with borrowed cargo-handling eaquent at harbors (such as gantry
cranes) in harbor freight transportation operations

2.6.2 Accounting methodology
[Basic approach in the logistics industry]
(1) Accounting methods

Amounts of fuel and electricity used in the assefsject to accounting are multiplied
by emissions unit values to determine emissions.

For emissions unit values, please refer to Scapasd 2 of the Report on Emissions
Unit Values.

(2) Amount of activity
The asset owners determine the amounts of fueledexricity used in the assets
subject to accounting. If it is not possible toedity determine the amounts of fuel and
electricity used in the borrowing period, an amaotlnatt can be determined is adjusted
according to the ratio of the measurement periodhto borrowing period; or the
determinable amount is allocated according to theumt of distribution, etc.

[Related links]

» Green value chain platform:
[http:/mww.gvc.go.jp/index.html]

-39 -



e Greenhouse gas emissions in the supply chain (tgebt Japan's Ministry of the
Environment):

[http:/mww.env.go.jp/earth/ondanka/supply_chabmien.html]

[Related documents]

* These documents are provided on the above webdikease refer to them when
accounting for supply chain emissions.

* Basic Guidelines on Accounting for Greenhouse Gasissions Throughout the
Supply Chain, Ver. 1.0 (March 2012)

» Report on Emissions Unit Values for CalculationGreenhouse Gas Emissions, etc.,
by Organizations Throughout the Supply Chain, Y&.(March 2012)

Appendix: Database of emissions unit values fdcutation of greenhouse gas
emissions, etc., by organizations throughout tipplsuchain

[Contact information]

e Division of Global Warming, Global Environment RBau, Ministry of the
Environment
Tel. 03-3581-3351 (ext. 6779), Fax 03-3580-1382

Explanations by Industry (Logistics Industry) foet
Basic Guidelines on Accounting for Greenhouse Gas
Emissions Throughout the Supply Chain

March 2013

Ministry of the Environment
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