So for the participants included in Part 2 and Part 3, I hope you will engage yourselves in active discussion and

exchange opinions and I do hope you could give us your opinion or comments on JST at the same time.

Takase: Next we would like to invite the next speaker from the Environmental Economy Office of the Ministry of
Economy, Trade and Industry. Mr. Jun Morikawa will be giving a presentation titled Energy Efficiency and

J-Credit Scheme. He will be spending the next 15 minutes on this presentation.

Energy Efficiency and J-Credit Scheme
Presentation by Mr. Jun Morikawa (Deputy Director, Environmental Economy Office, Ministry of

Economy, Trade and Industry)

Energy Efficiency and J-Credit Scheme

Jun MORIKAWA
Environmental Economy office
Ministry of Economy, Trade and Industry
February 2014

Morikawa: Good afternoon ladies and gentlemen and thank you very much for your kind introduction. Iam Jun
Morikawa, Environmental Economy Office, Environmental Industries Office of the Industrial Science and
Technology Policy Environment Bureau. Actually, the department that I work for is not necessarily in charge of

energy saving but rather in emission reduction and operationalization of the policies and credit systems.
But anti-global measures and energy saving measures are two sides of the same coin and the J-Credit System,

which I am in charge of, promotes efficient reduction as well, so I think that my area of expertise is somewhat

related or akin to the Green Deal policies as well.

I'll be making a presentation in 3 large parts of the discussion and I'll be starting off with the background of

Japanese businesses. It's not really about the Japanese lifestyle but more focused on the Japanese business
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This is a very brief overview. Starting from 1973, Japanese GDP has grown by 2.4 times whereas the energy
consumption increased only by 30% and as you can see from this chart, the Japanese industrial sector has in fact
reduced energy consumption, and transport, residential and commercial sectors have increased their energy

consumption.
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Japan’s Energy Policy History

Japan lacks natural resources which are indispensable to economic and social activities. [n order to meet
changing economic and energy situations at home and abroad, Japan has reviewed its energy policy in order to
ensure energy security, economic efficiency, and environmental preservation.

1970s

1980s

1990s

2000s

Ly

[(1) Responding to the oil crises (1970s-80s)]
1973: First oil shock
1979: Second oil shock
[(2) Promoting regulatory reform (since 1990s)]
seutty | +
[(3) Coping with global warming issues (since 1990s) ]

Ee”ceurﬁ?{, + ‘ E%Z?:,:T; |+ [ Envionment | =| 3Es |

1997: Kyoto Protocol adopted
2005: Kyato Protocol came into effect
[(4) Enhancing resource security (2000s)]

Energy Economic =
secung‘y + efficiency | + | Environment l

Enhanced resource security

[(5) Current Basic Energy Plan]
2002: Basic Act on Energy Policy enacted
2003: Basic Energy Plan established (revised in 2007 and 2010) 4

Now Japan's energy policy history is briefly discussed on this slide.

Japan is a country that has various scarce

natural resources so it has changed to a variable environment as well as the economic environment. It first

focused on economic efficiency and it also shifted its focus more onto environmental protection.

overall trend of Japanese energy-related policies.

2. Energy Efficiency

o

Now on to energy efficiency, measures taken by Japan which I would like to go into details.
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Japan’s Energy Conservation Efforts after the Oil Crises

»Japan has improved energy efficiency by approx. 40% after the oil crises
in the 1970s as a result of positive actions by both public and private
industrial sectors.

»Japan intensively introduced "Energy Management System based on
Energy Conservation Law”, then achieved the lowest level of energy
consumption per GDP in the world.

Primary energy use per real GDP of Japan Primary energy supply per GDP unit of each
(Qil converted Wit /1 trillion yen) (Index : Japan=1.0) country{2009)

17

T

= 18.0

=2 180
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Following Japan's endeavor to promote energy conservation especially after the oil crises in the 1970s, we have
achieved higher energy efficiency by 40% as you can see from these charts. And with the enactment of the
energy management system, or Energy Conservation Law, we have achieved the lowest level of energy

consumption per GDP in the world.

Energy Conservation Law

B “Energy Conservation Law” was introduced in 1979 .

B The Law covers energy consumption in industry, commercial & residential and
transportation sectors.

B The Law specifies
1) the framework which requires the business operators to annually measure and
report their energy consumption to the Government,
2) energy efficiency standards for buildings and houses, and
3) the “Top Runner program” which is applied to household appliances,
equipment and automobiles.

Industry sector Gonsumer sector Transportation sector
Commercial sector Residential sector
v Annual reports to the Government by business v Periodic reports by
operators with 1,500 or more Kllyr energy freight carriers and
consumption consigners
¥ 15,000 manufacturing plants & offices v Reduction efforts
) ¥ Reduction efforts of 1% per year of 1% per year )
Regulatory
measures ¥ Energy efficiency standards for buildings and
houses (300m? or more)
v Top runner standards for household appliances , equipment,
automobiles etc., 28 items in total
(Account for about 70% of household energy consumption) )
7

On the Energy Conservation Law, the industrial sector, home and commercial and transport sectors are all covered
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by this law. Energy consumption needs to be periodically reported to the government. The top runner system
as well as energy efficiency levels, which need to be reported to the government, and detailed information is
available in the chart at the bottom half of this slide.

Current Regulatory Scheme at Manufacturing Plants, etc.

» Business operators with overall annual energy consumption (head office, manufacturing plants, branch offices, sales
offices, etc.) of at least 1,500kl in crude oil equivalent are subject to requlations.

» Business modes, such as franchized chains of stores, are also considered single business operators and those consuming
at least 1,500kl for the whole chain are subject to regulations.

# On the basis of energy consumption, about 90% of the industriy sector and about 40%
of the commercial sector are covered subject to regulations.

— S O Numerical targets: Reduction of annual average by at least 1%. I
O0bligation to report periodically

" ) ; rO Guidelines pertaining to energy conservation measures: h

@ Transition of energy unit consumption Stipulation of standards (guidelines) based on the Energy Conservation

@ Status of activities relating to energy conserving measures = Law as observance items for energy management.

@ Obligation to annually report on status of benchmark indices (for
subject business lines only), etc.
= Allocation of persons in charge.

G - Formulation of policies for activities pertaining to energy conservation

Measures, such as instructions, public notices and orders (figes in case of targets, etc.

violation against orders) implemented when energy conservatign activities ) A 3
of a business operator are ﬁgnlflcant? inadequate. » Energy conservation measures at individual manufacturing plants and
business establishments (Example: Air conditioning systems.)

> Energy conservation measures for business operators overall
= Mai of energy organization.

Froll reparation and img ion of
(ot peeeue file pertaining to the following measures:

=] el

El & » 2 . o
o — % @ =& g_§ - Ope.rat.lonal management (operatlngtlme, set temperature, gt.c.).
a. — — = = 2D s@g = Periodical and recording of temy ¢, humidity, etc.
& Submission = K SN sS85 - N . N
2 1o o S 3 So 58 Periodical maintenance and inspection of facilities.
& || of periodic @ 2 8 o @35 )
2 || reports. E] s S3 o 2
b = 2 = o3 ™\
H 5 5 8
g =

&

Evaluation
of details of
reports and

k indices and lards to e targeted
Currently set business lines: Iron and steel, electric power, cement,
paper manufacturing, petroleum refining and chemical.
Standards to be aimed for: Levels satisfied by most superior business
| operators in respective industries (10 to 20%). y

‘Awiou0s3 Jo Anjsiulpy

\ o] New numerical targets to include in addition to eX|st|ng targets

When activities )
are significantly

Implementati
on of onsite

When
instructions
are not

followed.

g 9

s. ns.

* Fines imposed when orders are not followed. 8

This is the current regulatory scheme for manufacturing plants and this shows more of the industrial side. Any
entity that uses more than the crude oil equivalent of 1500 kiloliters per year is subject to regulations and that also
means that 90% of the Japanese industry sector is covered by this rule. All of these entities need to reduce

energy consumption at least by 1% per year so this is more like a measure to promote, steady energy consumption.

On to our top runner program. This is an energy conservation targeting a span of 3 to 10 years by the Japanese
industrial sector with a special focus on automobiles and home appliances. On the left hand side you can see the
history of the treatment of energy, gasoline efficiency, which has increased by 48.8% since 1995, air conditioners,
which have improved their efficiency by 32.3%, and electrics and refrigerators, which have improved their
efficiency by 43.0% since 2005.
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Top Runner Program

W The “Top Runner Program” is a mandatory program for companies (manufacturers and importers), to fulfill
the efficiency targets within 3 to 10 years, which encourages competition and innovation among the
companies without increasing market prices.

W Companies make efforts toward those goals, so the program has contributed to improving energy efficiency
of consumer electronics and automobiles in Japan.

B For instance, we had expected energy efficiency improvements of 16.0km/L for medium class gasoline
passenger vehicles in fiscal year 1999, but actually, it attained 19.8km/L.

‘ Basic mechanism of Top Runner Program

Achi f Top R P " .
CHEVEMEIL O 0D RLnner rogram‘ (The case of gasoline passenger vehicles)

Fuel efficiency b Set the 2010fy target standard ., TAGHI tof
Gasoline passenger vehicles uel efficiency by category et the y target standar: cl \evemer\_ o
the regulation ]
48 8% Toimprove energy
. (FY1995->FY2010) o] efficiency, setting the 2010ty
Air-conditioners Foseejlf Curent the target it | e
.. Jf  maximum standard (18.9kmIL)
{Types other than direct airflow & wall- el (15.8km/y) | (16.0km/L) .
1 mount) — oy
o targetfuel | i
32.390 (rr1997->Fv2007) sficiency | |
“sokmiL) | |
i . id
‘\ Electric refrigerators oo 1997ty actual fuel
— . H efficiency
{ = 43.096 (rv2005-5Fv2010) S _ (T25kmiL
i 1 (s78~ _ (L016~ _ (2266~ (1,016~1265kg) 9
.I TV sets (LCD and PDP TVs) R ey Vehicle weight category =
T — (Medium class)
- 29.696 (Fr2004-5Fv2008) : @ 5 e
— - - e (I\Aed\um‘c\asss);
(Light class)  (Medium class)  (Heavy class) (Medium class)

Policy Development After the Earthquake

HThe challenge is to keep consumer efforts focused on energy conservation.

[ Peak Demand Management ]

[ Standard energy conservation ]
Pﬂwigé’f“%“_d_('f‘i"l S Sy,

Power supply

Energy consumption \_/
' Demand curve

Peak hours

>

morning daytime night

is year Next year

Improve Energy efficiency of
houses and buildings

[ Promote Energy Management Systems ]

10

Especially after March 11, 2011, in order to further promote energy conservation, we have taken up an additional
challenge to promote peak demand management and also promoted energy efficiency in houses and business

buildings.
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Promote introduction of Energy Management Systems
(BEMS and HEMS)

“BEMS” means Building Energy Management Systems. “HEMS” means House Energy Management Systems.

“Energy Management System” is a product that systematically works together with other
equipment and intelligently manages energy usage with sensors and ICT tools.

For efficient and effective support, the “BEMS Aggregators” provide energy management
and operation services to small- and medium-sized buildings.

In future, it is expected that the “BEMS Aggregators” will provide Demand Response (DR)
services, in which consumers are allowed to adjust electricity consumption taking into
account fees for peak hours, point systems, and megawatt trade.

3 ~
Smaller high voltage [ BEMS ] Power
[ consugmers ¢ ‘Aggregator company
. Provide reasonably-priced
a = BEMS and energy conservation

consulting service

8 A
— @ Demand

Response
service

-Equipment such as smart meters, storage batteries
\_ -After-sales services like energy conservation consulting J

Spread BEMS for small and Develop energy management <future prospect>
medium size buildings servicers “Aggregators” Develop DR services

We also have taken measures to promote energy management systems and these are all the additional measures

"

taken after March 11, 2011; hence building or home energy management systems were promoted and then
aggregators provided management services to the surrounding areas, and a demand response service will be

further disseminated in the coming years.

Next step in Energy Management

# Handle electricity supply-demand problem with promotion of introduction of HEMS /
BEMS, high efficient air conditioners, lighting and hot-water supply.

» Pursue energy efficiency of entire systems by managing entire houses and buildings.

# In addition, more efficient energy management can be realized by cross-management of
houses and buildings, or regional management.

[ Installation of energy ] ’ Optimize houses and buildings D [ Regional or cross-regional ]

management equipment optimization

i

community

ZEB
- Net zero energy’
building

L

ZEH

- Net zero energy

house
“Net zero energy” means that nel annual primary
energy consumption is approximately zero

Cooperate by buying equipment such as
efficient air conditioners and lighfing, and
controlling them with HEMS or BEMS

12

Further, we are expecting that, zero energy buildings (ZEBs), and zero energy houses (ZEHs) will be widely
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deployed toward achievement of so-called smart communities all around in Japan.

So this is a very brief overview of the energy conservation topics in Japan, landscape in Japan.

Now, I would like to briefly introduce the J-Credit scheme.

3.J-Credit Scheme

Japan’s emission reduction policies to achieve 6% emission reduction

target of Kyoto protocol

‘ Act on Promotion of Global Warming Countermeasures

Establish (1)basic pelicy for promotion of global warming countermeasures, (2)guideline of
emission limitation of government, enterprises and people and (3) target of amount of emission
reduction/absorption enhancement (Article 8, article 9)

Kyoto Protocol Target Achievement Plan
‘ Voluntary Action Plan of Industry Sector T —\
4/ \; Utilize credits to achieve targets
( .
Japan’s Domestic Credit 9
. __CER (Certified Emission -
credit - (0]
Reduction) =
= o)
S — 2
OPromote emissions reductions not only from SMEs but also across broad sectors o
such as operations and households whose emissions are increasing. 3
OsSince October 2008 when this scheme launched, 1,466 projects were registered
and 1,319 projects were verified.
\01.504 Million t-CO2 credits were verified from these projects. y
~—

14
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Under the Kyoto Protocol, Japan is obliged to reduce emissions by 6%. So the industrial sectors have made
voluntary plans to reduce emissions. In the cases where they couldn’t achieve their plans, Kyoto Credit or
domestic CO, reduction credit can be used to fill the failed amount of reduction. That is how the domestic credit
scheme (domestic CDM) came into place. It started in August 2012 and we currently have 1466 projects

registered with a total of 1.5 million tons of CO, credits being verified so far.

Status of Low Carbon Investment of SMEs ~ Potential of Energy efficiency ~

® The difference in energy efficiency between large enterprises and SMEs has gradually increased over
the last 15 years. SMEs can improve energy efficiency by up to 20%.

® Cost is the major factor to discourage SMEs from making investments in lower emissions equipment.

# It is necessary to promote emissions reductions from SMEs & the agriculture and forestry,
civil and transportation sectors by providing incentives for lower emissions investments.

Comparison of Energy efficiency between large enterprises and SMEs

. investment
) Place of Establishments of

i Bustness large companies [ Skeptical about cost
30 30 of SMEs 't do by themselves [ ] saving
ol o

1 i Not hat to di
29 29 28 29 28 28 29 28 27 28 [ Nd time to spare B Otﬂh:rurEw a o

30020 29 29

) 25
st B g7 97 o7 2% 23
2525 25 5, 5

15+ ' 49.6 158, 106 | | 72 |a7k Hi30
%

051

0% 100%
1 L

00

IR |
03 04 05 06 07 (Source) White Paper on Small and Medium-sized Businesses

L L L L L
9 o % 9 9% 95 06 o %8 %9 00 0 0
HEnergy efficiency=(Value of fuel usage+purchased electricity. Value of producticng 2010

K GHG emissions from SMEs in Japan are 154 million t-CO2. They cover 12.6% of all emissions and
11% of emissions from Japan’s industrial sector. 15

In terms of the impediments of emission reduction, we first have to recognize the difference in energy efficiency
between major companies and small and medium sized enterprises (SMEs). If you make a comparison by the
size of business, there has been a gap of 20% in terms of energy efficiency and there is more room for
improvement in SME sectors. The reasons SMEs have not been able to promote higher energy efficiencies are
shown in the right hand side, cost being the largest impediment for them to promote investments. And
sometimes they are lost to recognize what kinds of measures are needed, but the biggest factor is the high cost.

So sale of credit will possibly reduce the cost for the SMEs to invest toward higher energy efficiency.

The providers of domestic CO, credits are major companies, SMEs, the agricultural sector, and households.
SMEs and households, when they are to take measures or introduce a new system such as boilers or PV panels to
further promote energy efficiencies, can calculate the actual reduction of emissions and reducing the emissions
can be certified by the committee which then can be sold in the market and that is the structure of the scheme.
METI, MOE and MAFF (Ministry of Agriculture, Forestry and Fisheries) have together set up a secretariat to
manage the domestic CDM system and these credits are being used for the voluntary plans by major companies.

Or it can also be used as a CSR or offset scheme, as part of the offset scheme for Japanese businesses.
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cCDM

O Japan’s Domestic CDM is a scheme in which large companies and SMEs conduct joint projects for GHG reduction. Large companies provide
necessary capital in exchange for domestic credits, which are certified as credits by the Domestic CDM Certification Committee. They utilize
those credits to achieve voluntary action plan goals for the Kyoto Protocol, CSR, offsets, etc.

Outline of Domes

OGHG emission reduction is valued based on idea of “Baseline and Credits”. Concrete Evaluation will be conducted based on GHG emission
reduction methodologies which are established with respect to emission reduction technologies 368 methodologies are approved,

| Framework of Domestic COM I
[ Large enterprises, etc. ]
A
Ct |
[ a— i t Baseline and Credit
i Capital cr;dws‘lﬁtg a’;ru:suaohni ulgumo: :I .
g.:m; sed on “baseline an¢ _ -
vareation & [JER (CO2 emissions)
| SMEs l | Agriculture | Households I tt A
e i
= i L= @ e o (1) Baseline .
ii ﬂ : n
Heat pump Biomass boiler Solar power generation
Domestic Credits
e A @—@) I
Grounds Kyoto Protocol Target Achievement Plan

Ministry of Economy, Trade and Industry, Ministry of Environment,

b
Management Ministry of Agriculture, Forestry and Fishery i ® Actual CO2 Emissigns
Terms October 2008~ March 2013 :
Participants SMEs that are not participating voluntary Action Plan :
Projects GHG Emission reduction prajects .. L)
Application Submit application form to the Attestation Committee ! Implementing projects
! '

(Dachieve target of the Voluntary Action Plan ) '
Report based on Act on Promotion of Global Warming

Countermeasures and Act on Energy Efficiency

(3ICSR {Voluntary Carbon Offsetting)

Usage of credits

Registered projects 1,466 projects (as of July 2013) 16
Certified Credits 1.504 Million t-CO2 {2,432 times)

Place of projects and other stats of Domestic C

During the period of the scheme from 2008 to 2013

* Implementation of boilers at factories and implementation of solar power generations at households are
mainstream of projects.

* While electric companies and trading companies are two major sectors as join implementation partners,
proportion of Offset providers is high overall.

Constructing and

welfare
e — caciliiestss Sportseisure fraieering Retails, -_—
Shops 206, 35,118 facilitie 60, 9.854 t- companies12, distributions?, ioi
Place of rco1 17m31-c02 oz Officebuidingss, Manifactures4, 25,550 1-C02 19326 102 Sectors of jOInt
i g 28,960 1-002, - . -
Projects . 9144102 Think-tank, implementation
l::h;; ;::‘:":;2 Oil and Gas consulting farm 9,
L8 w0 o2 Otherstio, 3200 companiess, 3,160 1c02 partners
wor e 36521 1002 Otherss?, 62,478 1.
/ o2
Hotels127,
50,035 v-Loz Qffset providers16,
463,151 102
Haspitals 41, ) E5COfeneray
50,099 1-C02 iiies1067 services7, 93,879 1

959 1-C02 coz Total number stands for by counting

Hot spring Total 1,610,801t-CO2
facilities1 54, 56,735 Trading TR each joint implementation er.
02 Compariess,
Fai s 196, 86, 761 127,939 v-C02
HLO: 322,564 £002 Eectric I Greeen Inve stment
ctric Power .
promotion
Type of Renewal of Inverter and Companiesio, Organization,
contorol 193,881 1-C02 458127 102

Kyushuzgs, ~ Okinawa3o,

implemented
144,003 -2, 9E141-COZ

facilities s, s ‘ o

equipments136, 24,470
01
Whole and

multiple areas67,
319,438 t-CO2

Area of
projects

Shikoku165,
66474 -CO2

co2

Reneswal of industrial Renewal of boiler8s2,
furnaces2, 71,934 1-CO2 457,454 1002 Chugoku196,

Implementation of heat 98,920 t-CO:
pump243, 96,39 1-€02 Hokkaido258,

75,922 +-CO2

Renevval of air Total 1,504,232tC02

conditioning Total 1,504,232t-CO2

X Kinki272,
facilities4sd, 145,411 1
o2

158,297 1-C02 Tohoku239,

141,209 t-C02
Chubus17,
implementation of mplemmentation of solar 302,637t-C02 ~—_Kantod05, 7
{Source)METI bioimass boller372, power generation120, 187,5181-C02
262,585 1-002 08 263 o0

Now we have come to the overall outcome of this domestic CDM Scheme. So far 1466 projects have been
registered. As you can see, half of the projects are on the factory side, to be followed by houses, PV panels and
other measures being taken at individual household levels, to be then followed by hot spring facilities or hospitals
and other accommodation. With regard to the equipment introduced, approximately half of the new equipment

introduced was boilers or boiler equivalent equipment. Boilers tend to have shorter recovery periods for
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investments and that is the reason why this constitutes a large proportion of the investment. Lighting, use of

LEDs or heat pumps, follows the boiler replacement.

Outline of J-Credit Scheme

Vitalize new scheme by resolving the confusing situation that two similar schemes (Domestic CDM, J-
VER) that create credits exist(Enhance usability by uniting two previous schemes)

@ Promote GHG emission reduction and absorption in Japan after 2013 continuously and actively
# Enhance actions of industries, actions of CSR, Voluntary Carbon Offsetting

Domestic CDM

Until end [ rVquntaryActiurl Plan Jparticipants, etc. ] [ GHG emission enterprises, etc. ]
of March —-CE ital Credits(GHG emission -_E,,mpriws Application for
2013 - reduction) Ec—ﬂ -m registration,
ertification

ssr+=—-3300
ER R

certification
mestic —)

[ swes | [ agricuiture | Households | °fCome —

1117 g FLocal M Certification
governments e o ealTet of credits
Heatpump  Biomassboiler 0127 POWET  alsg participate is Forest management,
eneration Afforestation
J-Credit Scheme

eepuwon
uopw sy

Users of Credits
Application for project Credi JJze for i
registration, application commitment to a
or certification ""J""’: Fafb:“ 9:‘;“/
ilze Tor an

Aft Central Proj ect Promotion of

er G Global Warming

April government ﬁ participants Cou nt?gla)asures

2013 Credits (361 )Adustment of amount of n under GHG

emissions reporting system based on the act on

Discussion

prometion of global warming countermeasures.

Steering Attestation (32)Can report the registered projects as “joint

energy efficiency projects” easily under the Energy

committee Committee Efficiency Act

The next slide shows the J-Credit Scheme in Japan at the very center, domestic CDM, at the very center of this
slide and we do also have a separate system of J-VER that is mainly for the carbon sync of the Japanese forest.
This was aiming at March 2013 and we have integrated domestic CDM and the J-VER system which was renewed
into the J-Credit Scheme. After 2013 the integrated system will promote emission reduction and we are also

promoting the sale of credits for CSR and other purposes, as well as wider participation.

As for the process of this scheme, as was the case with the Green Deal, the system itself is very complicated.
Our system is very complicated especially for SMEs. We need methodologies for calculation on a
technology-by-technology basis, such as boilers or panels. We currently have around 60 methodologies and we
usually use an existing formula but you first have to pick up the methodologies to calculate the estimated
reduction in emissions. This process is referred to as number two, project planning development or PPD and after
the development of plans, the document is submitted so that the document can be validated. ~After the validation
process, participants apply for the registration of the project which is then registered by the government secretariat.

These two steps are number 3 and 4 on the slide.

After a period of one, two or three years, after the operation of the equipment, they then measure the actual
reduction amount. The reduction amount is monitored over an extended period of time which is compiled in a
report by the SMEs which is then validated, verified and certified by a third party auditor. Along with this

verified report, the credit is then issued by the government.
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Process of the J-Credit Scheme

. - . . . Scheme Owner .~ Committee
Step Project Participant Accredited Validator/Verifier (Secretariat)
evelopment o
@Development Submission of Approval o
of Methodology Proposed Lt Proposed
(3% If necessary) i =tioda gy R iR S

Development
of PDD

Accept
Validation Report

@Consideration* Request Registration of > Consideration*
Registration Project Registration
Monitoring = Certification
@Munituring - N N =
Calculation Monitoring-Calculation
Contract

r

Validation

@Validation

Accept
Verification Report

Request Certification of e Consideration*
Credit Certification

19

(®Verification Verification

@ Consideration=
Certification

@Impl:r:leentatlon ©adhesive
— (For project @Rules for developing | terms and
ici Methodologies conditions

participants) Hor project

Rule

I el
.

‘ uments that project participants should obey
cuments that examining authorities should obey

20

There are various documents related to this process. The implementation outline at the very top is the

overarching document to which all those methodologies and procedure and processes are attached to.
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Major Players at J-Credit Scheme

Management {Ministry of Economy, Trade and Industry, Ministry of Environment, Ministry of Agriculture,
Forestry and Fisheries)

ORole
For management of J-Credit Scheme, the management has the authority to approve and revise
documents, register projects, certify credits and approve Regional J-Credit Schemes, etc.

OTask
() _Approval and Revision of Documents
Establishment of Steering Committee and Certification Committee
@ Registration of projects
@ certification
Creation and Management of Regist
® Registration of Examining Authorities
Approval of Regional J-Credit Scheme

Others

Government
Establish | ___[(management) | | Establish

Opinion
Steering € Certification
Committee Committee
T Support

| Secretariat ‘

The government has a screening process as shown on the slide. This is run by METIL, MOE, and MAFF. There
are two separate communities, one being a steering committee and the other is the certification committee that
looks into specific, individual cases for certification. These two committees, especially the steering committee,
review the PDD and formulate a methodology, and the credit certification is reviewed by the credit certification

committee. METTI is the secretariat, and we support the committees.

Major Players at J-Credit Scheme

Examining Authorities

A general term for institutes that execute validation and verification

3 Validation: examination before registration of projects

3 Verification: examination before certification

-[ Condition for registratiou}

v"Holding ISO 14065 certification to guarantee
credibility of the scheme
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Also the examining authorities that validate the documents need to be ISO1465 holders which are registered at the

government. Validation and verifications is how these examining authorities work.

Eligible Projects for J-Credit Scheme

- Projects

Action that reduce GHG emissions or enhance GHG absorption

-[ Conditions for Registration}

(D Implemented within Japan
@ Implemented after April 1, 2013

@ satisfied additionality

3 In principle, payout timefor facilities of projects need to be morethanthreeyears
@ Implemented based on methodologies
® validated by validation authorities
® Take action to keep permanence (Forest sink only)
@ Others

The kinds of projects that can be registered are listed on this slide and this is the list of requirements from number
1to 7. This project needs to be within Japanese national territory and it also needs to be implemented after April
1,2013. Number 3 is quite unique for environmental scheme, to satisfy the additionality. It needs to satisfy the
requirement of additionality in terms of emissions reduction. The duration of the recovery of investment needs
to be 3 years or longer to prove the satisfactory additionality because investment with a shorter recovery period
can often be funded privately so in order to promote an investment which requires a longer term of investment we

are setting up this requirement and there are four other requirements as listed on this slide.

With regard to methodologies, energy, especially energy saving and renewable energy, industrial process and
agriculture waste management and forest, these are the areas that have different methodologies. These are also
the areas where we can expect large amount of syncs or emission reduction. On the right hand side you can see
the explanation of base line credit. Suppose someone replaces a boiler in a project or a business, as usual
calculations will be set up as a baseline to calculate the estimated reduction in emissions after the replacement of
boilers. The introduction of a new boiler is calculated or is actually monitored, and the difference between the

two amounts of emissions is certified as the credit of emission reduction.
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Methodologies

*Methodologies
Methodologies rule boundary, calculation formula and method of
monitoring for each technology of emission reduction and absorption.

Type of 1
_[ Methodologies | Basic idea of “Baseline and Credit”

®Energy (EN) . _ .
v Enerey saving(EN-S Emission reduction is the difference

Areas that reduce energy related emissions by between the baseline emission and
reducing fossil fuel emission after implementation of facilities
v'Renewable energy(EN-R) (x:tual CO2 emissions).

Areas that reduce energy related emissions by @ Baseline
substituting fossil fuel to renewable energy - "
®Industrial Processes (IN)

Areas that reduce GHG emissions from industrial Emission reduction
processes through chemical or physical change @-)
@ Agriculture (AG)

_Areas that reduce GHG emissions from agricultural E @ Actual CO2 emissionk
area (livestock, farm land) ' :
®Waste (WA) i !

Areas that reduce GHG emissions from waste . t 3
management H ) R
®Forest (FO) i Implementing prolects:

Areas that absorb GHG by implementing forest
management

24

Approved Methodologies D

As of February, 2014, 58 methodologies have approved.

% Energy saving, 38, Renewable energy, 9, Industrial Processes, 5, Agriculture, 3, Waste, 1, Forest, 2

Implementation of boilers

Implementation of heat pumps

Implementation of industrial furnaces

Implementation of air conditioning facilities

Renewal of fan and pump or installation of inverter and controlling equipment
Implementation of lighting facilities

Implementation of co-generation equipment

Renewal of transformers

Switch from private heat source equipment to outside heat sources

Implementation of electric generators utilizing waste steam

Utilizing heat source from recovered waste heat

Implementation of electric vehicles

g VT -4 Delivery efficiency of Propane gases utilizing IT

Reducing meter reading utilizing IT

Implementation of vending machines

Implementation of refrigeration equipment

Renewal of roll ironers

Renewal of electric marine vessels

Switch from fossil fuel or grid power to fuel from waste

Renewal of fan and pump

Renewal of construction machinery and industrial trucks by introducing power-operated machineries
and trucks

Renewal of productive facilities (machine tools, press machines or injection machines
Implementation and utilization of digital tachograph and other equipment that support eco-drive 25
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Methodologies @
T s

Renewal of private electric generators

Renewal of drying machines

Energy efficiency improvement of air conditioning facilities by installing a rooftop greenery
Renewal of construction machinery and industrial trucks by introducing hybrid machineries and trucks
Implementation of natural gas vehicles

Implementation of printing machines

Renewal of servers

implementation of plumbing products

Energy efficiency improvement by relocating servers to outside data centers

Installation of Car Navigation Systems with Environmentally-friendly Driving Systems
Efficiency Improvement of Land Transportation of Marine Container

Reduction of Fossil Fuel of Sludge Disposal System by Renewal of Sewage Sludge Dryers
Change to cooperative delivery

Implementation of refrigerant treatment facility

Fuel Switch from Fossil fuel or Grid Power to Biomass Solid Fuel {(woody biomass fuel)
Introduction of solar power generation

Energy Saving

Renewal of heat source equipment utilizing renewable energy heat

Fuel switch from fossil fuel or grid power to biomass liquid fuel (BDF, bioethanal, biooil)

Renewable Fuel switch from fossil fuel or grid power to biomass solid fuel (biomass solid fuel from sewage
Energy sludge)

Introduction of hydroelectric power generation

Fuel switch from fossil fuel or grid power to biogas

Introduction of wind generators

Renewal of electric power facility utilizing renewable energy heat
26

Methodologies @

m Methodologies

Switch of cover gas in casting magnesium from SF6 to lower GWP gases
Introduction of recovery and degradation systems of N20 used for anesthesia

31 (TS (B N (e [9=] Gas Switch from SF6 to COF2 in the Liquid Crystal Display Production Process
Introduction of GHG-free Insulated Switchgears and More
Reduction of Green House Gas of canned dust blower for equipment maintenance

Abatement of N20 emissions from pig and broiler excreta disposal by utilizing low-protein feed
. Conversion of disposal management system for livestock excreta
Agriculture
Mitigation of N20O Emissions from Tea Land Soil by Applying Chemical Fertilizers Containing
Nitrification Inhibitor or Compound Fertilizers containing lime nitrogen

Reduction of fossil fuel for incineration treatment by volume reduction of sludge utilizing microbially-
activated solvent

Forest management project
Afforestation project

You can see a very long list of 58 approved methodologies, boilers and heat pumps. Those more popular ones at
the top of the list and at the bottom I can't really translate some of the English versions into Japanese because
some of the methodologies are rarely taken, but there are 58 methodologies in areas of energy savings, renewable
energy, industrial processes, agriculture and waste and foresting all together constituting a list of 58

methodologies.
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Small-Scale Projects
o e Can 2dd continuously Small-Scale Projects
£ N,

/4 " .
l s } ———— _> Project participants (DRegistration of Projects
[y 3 7 = 4 (@)Certification of Credits
\\ ’l
o Teep—— .
J-Credit
Certification
/”--'.. Committee
I %
l‘ : ; }"""‘# Registration, Certification
\\ }' )
Lo

Credits +anagement of Small-Scale Projects
Examination

Authorities

+ xecution of process of Small-Scale Projects
—

(DValidate Project plan (DPrepare a system for management of project properly

1) Way to manage Famllty managers (2)Examine each emission reduction for compliance
2) Typical emission reduction action rules below
(@Werification of Monitoring Report Suppliers, 1) Fulfill requirements of project
Sales and maintenance 2)Each emission reduction avoid double registration
comganies, 3)Amount of Each emission reduction is under 500t-CO2/y
Energy Service Companies 4) All emission reduction fulfill Samme methodologies

N ) NGOs, Local governments, (JExecute process of projects
Merits of Small-Scale Projects etc,

1) Facility Managers can add new participants continuously after registration of the projects.
2) Reduction of Examination fees (Usually, each projects should be examined individually.)

3) Reduction of workload of project participants 28

On to my very last slide. We have a scheme of program type project. Normally, if you replace a boiler, it is
counted as a project, but in the program type, you can also gather ten thousands projects for PV installation at the
household sector, and they can also counted as one “program type” project. Normally, one PV installation can
only achieve 1 ton of CO, reduction, but in this case, it is possible to reduce ten thousand tons of CO, by setting a
project. In this “program type” project, there would be an aggregator of the credit as a secretariat, and utilize
sampling method based on statistical knowledge, so that cost reduces and benefit increases. This now constitutes

a larger proportion of the projects.

Takase: Thank you very much Mr. Morikawa. We asked Mr. Morikawa to speak about J-Credit. That is
because the J-Credit program may be able to experiment with the Green Deal, Japanese version of Green Deal, as

part of it.

We'll have some discussion time afterwards so next we'd like to go on to the MOE’s presentation. From the
Global Environmental Bureau Climate Change Policy Division Deputy Director Ms. Masuda will make a
presentation. In the Ministry of Environment, they have a Household Energy Assessment system. It's like an
advisor or an assessor to the Green Deal system. They have this program of training and developing such

advisors and so they have in mind the Green Deal policy as well so we'd like to ask her to explain.

Policy against Climate Change — Moving toward a Low Carbon Lifestyle—
Presentation by Ms. Hiromi Masuda (Deputy Director, Climate Change Policy Division, Global

Environment Bureau, Ministry of Environment)
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