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Before getting into the subject of my presenta-
tion, I would like to share a common understand-
ing with you how difficult the situation of envi-
ronmental policy 1s and how structured reform is
to be pursued. I am afraid my introduction would
be a bit long, but I would like to remark briefly
to the global warming prevention measures.
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U State of Global Warming Prevention Measures in Japan ”

[ Japan agrees to reduce emissions by 6% from 1990 level under the Kyoto Protocol. ]

Basic approach

1. Attain 6% reduction of Kyoto
Protocol.
2. Continually reduce

(Milllon +-C02)

Domesti emissions
greenhouse gas emissions on AB. 7%
global scale over long-term.

21st century is “Century
of the Environment”.
i Forest absorption
Global warming is issue Jl s

of all mankind. amd A3 8%
- Kyoto Mechanism
Kyoto Protocol reduction agreement A1.6%
Being an environmentally 46,0 % of 1990 level

advanced nation, Japan must lead
the world in global warming
prevention by building a society

that sustains a virtuous cycle of 1100 |
the environment and the economy.

=
1990 2004 2010
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As you well know, under the Kyoto Protocol,
Japan has promised to reduce greenhouse gas
emissions to 6% less than the 1990 level. But, if

you allow for the 81 % increase as of 2005, the
gap from our target adds up to 14.1%

" HALTIESDE BRI
Must attain —6% annual average PSP
from 2008-2012 to achieve the target.
m If emissions increase in 2008, future
il 1.364 billion tor 9
$o 8. 196 __reduction requirement increases
el imarkedly.
1,300 —|
1.26144 billion ton
1,200 —| 1.185 billion ton
,— (—6%)
A6.0 % of 1990 level
1,100 —
1,000 — y |—Count starts in 2008
1990 2005 1]
(Baseline year) (Bulletin)
Must attain —6% annual averag in the first commitment period.
Total emissions for 5 years(1.26144 billionton X 094 X 5 years) — Approx.5.929 billionton 3
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On the question whether a 14.1% reduction suf-
fices or not, when you think about it carefully, un-
der the Kyoto Protocol, we must maintain emis-
sions on the average over the five years from
2008 to 2012 at 6% below the 1990 level. Our cur-
rent emissions level is extremely high and, if we
head into 2008 without doing anything, the reduc-
tion amount required in 2012 will be even worse.
It is hard to give a concrete figure in percentage,
but we might be looking ahead at something like
20 % range, therefore we must be aware of this
critical situation. I would like you to understand
that, if we cross into the commitment period of
the Kyoto Protocol without doing enough, we
will be in a tight situation. To take baseball as an
example, if you give up a lot of runs in the top of
the first inning, you will have to make them up in
the bottom of seventh, eighth and ninth innings.



IGES

“Business and Environment”International Symposium 2006 Proceedings
Towards Sustainable Lifestyle and Business Model

HAGTIEDES R
Current CO2 Emissions from Energy Sources by Sector and 2010 Targets I Foba-74726%
Units: Million t- CO, Units: Million -CO, _ (Note) % ar given a increaseldecrease agalnst baseline year.
500 Reduction
reresn | e | 029051 TS 2010 argor
Docrease until
value) target
Industry
P (Factories, etc.) | ... 482 —3.2% 466 = 435
ro I e o 250
300 [~--7{Transportation (Vehicles, ships, etc.)| -
Bilsmen; et T e 234 il 165
(Office buidings,
200
127 | TR s = 137
Household &l
100 079
68 to 74 - 69
Energy A
conversion
S RS SR S R & =
1650 BT 1652 1903 194 195 1008 1097 108 1090 200 201 200 2003 2 4

I trust you are all informed of the sectors
where CO: emissions are increasing. In the indus-
trial sector it is roughly flat or rather decreasing
somewhat, while the increase in emissions from
households and business field is remarkable.
From households alone, emissions have increased
37% compared to the 1990 level, while emissions
from the offices have increased 42 % . As emis-
sions need to be reduced substantially in various
fields, proper lifestyles and business models are
desired to be established.
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U Progress of Main Measuresl

100.0% ]
90.0% To fully attain target, §
80.0% |- measures must be pushed at i‘;‘:’;ﬁﬁz"!‘: ::ing o
T s00% | twice the speed of the past. g necessary funding
& i J B
7 60.0% R
£ 50.0% =
2 40.0% S at the current rate of
/'/41 3% ‘ progress, reduction will achieve only
30.0% 34.7% 70% of target by target year (2010).
20.0% | 4.50 28.7%
10.0%
0.0% I I I I I

2002 2003 2004 2005 2010

Progress rate: The total emissions reduction effect obtained every year from (I new energy measures, @ co-
generation and fuel cells, (@) energy conservation in homes and buildings, @ building and home energy
management (BEMS - HEMS), ( high efficiency hot water boilers and (@ clean energy vehicles, is divided
by the estimated total emissions reduction of 2010 stipulated in target attainment plans. s
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Then, as for the progress of measures in Ja-
pan, the government drew up plans to attain the
reduction targets of the Kyoto Protocol and has
been therewith advancing the measures. Given
the progress 1in percentage, they have been
implemented as of 2005 at about 40% , and if the
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way things are going, we will attain only 70 %
of the intended target by the commitment year
2010, which again puts us in a critical situation.
It is not to say that Global warming prevention
measure is accomplished as long as you just have
to uphold the Kyoto Protocol. It is a permanent
issue and therefore I would like to point out that
it must be tackled fundamentally throughout the

entire soclety.
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Biomass introduction and target
Oil-converted: 3.08 million ki

Introduced amount (10,000 kL)

Diffusion of clean energy vehicles 1
3 million t-C02

10,000
vehicles

Itis not easy as is to
attain the target of
approx. nine times of
current level (2.33
million vehicles).

Includes 500,000 kL (oil-
converted) of transportation fuel.
Approx. 900,000 KL when
converted to ethanol. = 3% mix
of of all gasoline.

Currently, transportation
fuel is about 0
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I would like to now give you a picture of some
measures. Plans call for - for example - the diffu-
sion of clean energy vehicles such as hybrid vehi-
cles. Targeting to reduce 3 million tons of CO:
emission by diffusing and substituting 2.33 million
vehicles by the year 2010, the penetration is how-
ever no more than 260,000 as of 2004. Moreover,
by using biomass energy, the target is to reduce
3 million Kiloliter of oil, while we have so far in-
troduced only a million ton, indicating that we
must advance fundamental measures..

This concludes my introduction. In this kind
of difficult condition, superficial measures are
of little use to get anything done. What we are
asked to do is to change the way of society and
economy fundamentally.
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UThe primary direction for future envir | policy devel is J
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“Intsyratsd Improvsmsnis of the snvironmsent, sconomy and socisty” .

ion of an for a better and an for a better

=% [ increase in environmental
load

Economic
development

consumption

« Enhance environmental efficiency.
Prevent rise in environmental load
under economic growth

« Create new economic activities by
developing technologies/products of
good environmental performance.
Target “a virtuous circle for
environment and economy”.

Use long-lasting
products.

Sell
services
rather than
products.

How to balance with
business?
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The government draws up Basic Environmen-
tal Plan that envisions the future of entire envi-
ronmental policies, which has been revised last
April. As the primary direction, it was proposed
to make integrated improvements to the environ-
ment, economy and society. As for the economy,
it represents; if the environment improves, so
does the economy; if the economy improves,
so does the environment likewise. The point is
to promote activities in a direction toward the
integrated improvements of the environment,
economy and soclety. In other words, it can be
paraphrased as “simultaneous pursuit of environ-
ment and economy’.

I would like to introduce some of specific poli-
cies for promoting the integration of the environ-
ment and economy.

HABTIED &SRB

Fohzirabx

[ Green Purchasing }

to develop p of less load.

ions in A
*Help producers from the demand side via market mechanisms.

Offfer consumers more cholce In

Providing
products
Businesses

Markets
=

[ For a sustainable society of less environmental load J
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Let me introduce some of measures in which
our section is engaged. For one thing is, green
purchasing. As you know, green purchasing will
lead to the decrease of environmental load, by
creating demand on the buyer’s side, to help
spread products and services of low environmen-
tal load as well as eco-friendly products.

As you can see here, businesses supply the
market with products of low environmental load,
which consumers then purchase. The concept
of green purchasing is to get the consumer to
drive this momentum. As for how it is promoted,
government enacted the Green Purchasing Law
and is creating demand through its procurement
practices, so we ourselves are the driving force
at the moment. By taking the initiative to pur-
chase eco-friendly products and services, we are
expecting it will stimulate demand and business
activities, eventually to encourage consumers’
purchasing behavior.
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Green Purchasing Law

~Green Purchasing Law~

Promoting procurement by national government, etc. Local governments (Initiative)

+ Create procurement policy.

Adoption of “Basic Policy”

- Basic direction for promoting procurement
- Specified products, evaluation criteria, etc.

* Promote procurement in line with
procurement policy.

Organizations of national etc.

Be careful not to over-purchase in name

Create and publicize procurement policy. of green purchasing.

Promote procurement in line with procurement policy.
Businesses and consumers (Responsibilties)

Report on procurement. N .
Choose environmentally-friendly

products as often as possible.
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Here are the workings of the Green Purchas-
ing Law: The government determines the basic
policy and "designated procurement item”. In
short, types and specifications are determined for
the eco-friendly goods to be purchased. For ex-
ample, copy paper in your hands. The standard
is set up to procure only 100 % recycled paper
for copying. Or, for your typical ballpoint pen
and other stationery supplies, specs are deter-
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mined for each product such as plastic must be
at least 40% recycled plastic. These kinds of prod-
ucts are promoted within governmental procure-
ment practices. In that sense, governments are
stimulating demand. Each ministry and national
authority decides its own procurement policy ev-
ery year and adopts schemes to implement the
targets.

~Specified Procurement Items~] HAKTIk SRR

Specified Procurement ltems Specified Procurement ltems
Category (By Cabinet deci 8/06) Category (By Cabinet de of 2/28/0¢

Uniforms

Paper oo | uniforms, work cotnes

Carpets, curains, blankets, mattresses, bed
frames, etc. 9 tems.

Stationary | Mecharical ponis, bal pons, scissor,gue,

Chairs, desks, shelves, coat hangers, umbrella
Furniture [ G000 TR sarde. sie. - 10 ftoms Work gloves | Workgloves

Other textile
products

Copiers, printers, facsimiles, displays, etc.

Office equipment [ oPer®: Tents, tarps, guard nets

ms, fuel cells, solar heating

freezers, cold storage boxes,

Refrigerators,
Home appliances | ¢jocyic ot seats Systems

Air-conditioning, | AC, gas heat pump cooler-heaters, space
etc heaters

Hot water

Electric boilers, gas water heaters, oil water
equipment, etc. | heaters, gas ranges

Public projects

rescent lighting fixtures, fluorescent lamps,

- Fluor
Lighting | igntbulbs

Vehicles (Natural gas vehicles, hyb

hybrid vehicles,
Vehicles, etc. | etc.), ETC products, car navigation systems, etc. Services
5items

Fire extinguishers | Fire extinguishers Total 17 categories, 214 items
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Please forgive me for the fine print. At pres-
ent, types and specifications are set for 214 prod-
ucts in 17 categories, which governments then
procure. While I have mentioned paper and sta-
tionery supplies, examples include vehicles, low-
emission vehicles. Right now, all general official
vehicles have become low-emission. Speaking of
another example in the recent trends, wood is
used for public projects and paper is made from
woods. Illegal lumbering is currently a very
grave environmental problem, so as a measure
against illegal lumbering, all procured lumber
must be checked for compliance with laws and
regulations of the source country. If there is no
verification, the wood cannot be procured. This
kind of policy has been adopted and is beginning
to show results. Certifications are now being
used. Hence, the procurement of legally felled
lumber is being decided by governments.
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CO2 Emissions Reduction Effect of Green Purchasing
by National Government, etc. (Estimate)

Comparison between 2000 (Prior to Green Purchasing Law) and 2004

‘Groen house gas emission reducton (Converted [0 £-002)

Category/ltem Source “Annual reduction | Years of use | Total reduction
Plastic stationary Emissions from incineration 761 = 761
Dust blower Saichivo fom ARC1Sle b 1S 8,587 = 8,587
Office equipment Emissions from use of electricity 265 5 1,325
Home appliances Emissions from use of electricity 339 10 3,395
AC from use of electricity 250 10 2,495
Hf inverter equipment_| Emissions from use of electricity 846 10 8,456
Vehicles Emissions from driving 2,483 S 12,415
Solar power system __|Emissions from system introduction 213 15 3,192
Furnace ash cement |Emission from industrial processes 1,184 = 1,184

Total - 14,928 = 41,810
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This table shows how effective those efforts
are towards reducing environmental load. For
example, plastic stationery supplies must be
made of recycled plastic, as I said before. Well,
instead of using recycled plastic, say we burned
what is supposed to be used in its place, this ta-
ble shows how much CO: would have been emit-
ted. As for home appliances, energy saving mod-
els are specified for purchasing, compared to
conventional office equipment and home applianc-
es that do not conserve energy, it gives how
much electricity has been saved. If they are all
added up and converted into CO: emissions, it
comes to 14,928 ton a year. Though the amount
1s small as it includes only figures that can be
calculated, we are advancing measures targeting
CO:2 reduction. The truth of the matter is, as I
mentioned before, Japan as a whole must reduce
emissions on a 100 to 200 million ton basis, so
these figures are small indeed. Nonetheless, we
are pursuing CO: reductions and hope to achieve
an effect by means of green purchasing.

So, how far is the market actually to be
changed? For the green product example, here
is copy paper. The Green Purchasing Law came
into effect in 2001, so 2000 was the year before.
The copy paper which meets the standard of
100 % recycled accounted for only 11.6 % in the
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Green Product Share of Market

Example of copy paper (1009 recycled paper of 70% or less whiteness)

(ton)

1,000,000

815,508

798,087
800,000

600,000

400,000

200,000

2000 2001 2002 2003 2004
Domestic shipping volume and percentage
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—L Environment and Finance

We and social
* Global environmental problems are expanding in time and
space. Social problems such as declining birthrate against
aging population.

—Conventional policy methods for stimulating the economy
have reached a limit.

Change in financial si n
= Removal of the full deposit guarantee, super low interest policy,
development of online trading
—Personal financial assets are starting to change from indirect
to direct financing.
—Pursuit of profitability alone is now being criticized.

[Q‘mw]ng roleplayed byfinancingjinienvironmental| pmiaf:‘ﬂgu]

14 e — . P
inance=Blood of economic activi
Capital provider Capital recipient
(Investors, depositors, etc.) Money flow (Businesses, etc.)

* World-leading environmental

« ¥1,500 trillion in personal financial

assets technology
- Growing awareness of environmental - Growing use of CSR
problems

Expand “money flow” to protect the environment

penvi
Q

Fuse Japan’s
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market that year. By 2004, it had increased up
to one-third, 33% . This is a classic
the idea is to increase the market
friendly products by having the government-

pulled demand. This is what green purchasing is

example, but
share of eco-

at present.

Future Targets (Green Purchasing)

Targeted for 2070

Public sector: "/ local governments
Private sector: “ o 5070 of all listed companies,
Approx. 2000 of all unlisted companies

N

Aims at getting organizations to make
green purchases.

a Sound Material-Cycle Society)
13

(F Plan for
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Our goal is to promote green purchasing
across the national government, all local govern-
ments and about 50% of the listed companies.

Let me move on to the next theme. I said ear-
lier that we want demand to drive eco-friendly
products. Now, the question is how to get the
money flowing. Just recently, we have focused
our attention on finance. Finance is the blood
flow of economic activity and we are looking for
ways to channel the flow of money as much as

65
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possible into the eco-business and behaviors of
low environmental load.

In this scheme, the capital provider is on the
left and the capital recipient on the right. The
objective of our policy is to build systems that
enable money to flow to businesses that promote
the eco-business in a variety of ways and people
involved with the local environment. This flow of
money suggests, - put plainly - as low interest
loans as possible from banks to those who work
for the environment, besides as large amount as
possible. In the case of stock investing too, we
would like to encourage investors to buy stock of
the companies with eco-friendly activities.

HABTIED SRR
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ﬂ Policy for Supporting “Environment and Finance” ‘

- Monetary figures in () are budgeted amounts for 2007.

| EEEe |
investors to environmental G Lo Businesses that prafeat
sz economy and saciety. operations,

(o] ing the diffusion of | |Of g envi Promoting environmentally-
environmental finances activities via community funds, etc. || friendly business management
 (¥25million) (¥110 million) Public fundin

~Via model projects
(i) Evaluate community fund plans and
lprovide advice and support for adopting
business plans.
(i) Continue studying business plans and
support adoption thereof by using community
ffund evaluations, etc.

OFinancing for environmental funds,
etc. [Public funding] R
+To trigger the private sector to channel savings
o environmental measures rod
( i) Collect clients broadly across the private revi
sector for a fund that makes environmental
investments .
(i) Support liquidation of environmental
credit claims by financial institutions via SPC
(Special Purpose Company).

-Studies into providing information
for investment decisions and
financial evaluation

(i) Studies into socially
responsible investment by
institutional investors and

investment trends of private
investors

(i) Studies into what information
(environmental reports, CSR
reports, etc.) investors use to make
decisions.

of lowkinerest loans from
d by local governments in
ment plans of local governmenis fo
ouse gas emissions, as well as

ental-rated financing s
measure, subsidize

a global warming prevention meast
Iterests of businesses that vow to further
undertake CO2 reduction.
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As we have just got started with this policy,
we are still in the process of shaping it, but I
would like to introduce a couple of programs we
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are developing for the next year. One thing is to
provide support for community funds. A classic
example would be private windmills. Residents
would donate or lend money to build windmills
for generating wind power. Another example
is environmental funds. Little by little, funds in-
vested in the eco-business are emerging, and the
national government therewith has launched to
help invest and finance such funds.

Another program will be to subsidize interest
payments on loans for eco-friendly management
practices. The Development Bank of Japan, a
government-affiliated bank, loans money to envi-
ronmentally conscious businesses, besides, if the
they promise to reduce CO: emissions by 5% or
more over a five-year period, in return, the na-
tional government will subsidize 1% of the inter-
est . This is a program which we are launching.
We want to support the eco-business by making
it easler for businesses with eco-friendly activi-
ties to borrow money and procure the fund. This
1s our policy for encouraging the environment
and finance.

Ohisama Shinpo Energy Fund (lida, Nagano, Fund size: Approx. ¥200 million)

O Collects investments from residents and others to build solar power systems on rooftops of
public facilities.
O Distributes profits to investors from portion of revenue made on electric power sales.

(Investor) (Business
operator)
Approx. 5 kW solar
power system
o Personal
S 2 | investment i
‘°<' o Installation
s
S 2 N7 Electric
ER- =
20 = power
9o =4
5 < 0oox0
ERT 2§ - Contract 258 Sales of suplus || @
25 o) 2235 electric power || 2
5 & 225
Gl e R o
o @ Profit z a88 3 =
a2 | distribution < a02® 2
se = 2®3 S
£ ) 3
Revenue earned - 3
Sy from rates N Salerevenue || 2
proportioned to
power 17
Overview of Fi for P i i y-Friendly

(Development Bank of Japan)

,—» [pusiness credit check, collateral verification, etc]

essos recognized as having :r1cularly
"2 onvironmentally-fiendly actvtes
o Policy Interestl o
s 5
3 £ | Businesses recognized as having a1varnced 53
= S B | environmentalyriendly activiies S
k1 3 Fi Policy Interest | 2 3
3 3 £ g
H H 32
8 5 Businesses recognized a 33
g a | | | [ environmen tally.frencly 23
3 ] Ordin: az
3 58
8 28
S €s
5 =
= Securing of private offering, etc. —

(Ineligible)

First financing system in the world to use “environmental ratings” (Launched in April 2004)
ion by with

pp! capital pi
friendly management.

for i [
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[ Example Fund Targeted at Environmental Protection Business ]

Citizens’ Windmill Fund 2006 (Oma and other cities in Aomori, Fund size: ¥860 million)

O NPOs and private individuals invest in wind power proj
institutions. Land leased from local governments.
QO Electrical power obtained from wind power is sold to power companies. Profits are
used to pay dividends to investors and pay back loans.
= Is ing the base of i i i
| solar power, etc.

by fi

who invest in windmills,

 Local
“~government
Land lease contract

( Investment Power sales 8 o
| NPOs | ' g
L Wind power _g H
Private  |5yigeq business group  woney to =
linvestors, etc. | gistribution purchase electri¢ <

. power
wancing {7 ] popaymantot v

- Flnancial"ﬁ'"“mt
L

Example of Local Industry Fund (Municipal Bonds)

Land
Abiko Cif =8¢ | Furutone Wetlands Land
acquisiton Acquisition Project

Land acquisition aimed at
protecting Furutone Wetlands
Supplied capital is used to help acquire land in Furutone Wetlands so as to enclose the
rich water resources and rare natural environment, and preserve the appearance and
setting of the Tone River as it was.

Local residents Purchase

Local businesses
and organizations

[
Interests

Issuer Abiko City

Total issued amount | ¥200 million

Project Furutone Wetlands Land acquisition
Date issued 11/25/04
Interest rate 0.58% annum

Interest payments | Twice per year

Repayment condition | One-time redemption at 5-year maturity

Though low-return ii capital i can i to
[ ion i by local 19

Slide

Examples of the funds for environmental
protection business include what is established
through the fund-raising by individuals and NPOs
to build natural energy systems by wind power.
The scheme could be similarly applied to solar
power, as well. This is a conceptual view of the
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financing scheme offered by the Development
Bank of Japan for environment-rated loans. Busi-
nesses are screened to determine if management
is eco-friendly or not, and ranked on three levels.
Interest rates differ according to the rank such
that businesses making more environmental ef-
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forts can borrow money at lower interest.

HABTIk b &SRR

Foh71rA6%

Environmental Reporting

An environmental report is an annual report that businesses use to publicize environmental
impacts associated with the business activities, environmental activities, etc. Because businesses
are now being by their envi big companies and others are
preparing and releasing environmental reports.

(For businesses)

©Necessary to ensure proper
evaluation by society

©Necessary means for fulling social
responsibility to provide information

©Enahncing awareness of managers
and employees

©Tool for businesses to review their
environmental management systems

(For society)
©Pledge and review effect
Greater verification by all society
Compounded effect of business
efforts and social evaluation
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Up to this point, I have explained our policies,
green purchasing which aims to make demand
the driving force, and environmentally-conscious
financing as a mean to create a flow of money.
But, in order to support businesses with financ-
ing, businesses must report appropriately what
they are doing for the environment. Then, we
have one more policy, promoting the environ-
mental reporting, which encourages businesses
to demonstrate what they are doing for the envi-
ronment For example, business puts together a
report to announce what they have done in order
to reduce CO: emissions, and make it available to
the general public.
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Diffusion of Environmental Reporting

Number of
businesse 933
1000 e
900 80 —
743 | reporting
800 650 figures for 2005 at left do nof
include 89 universities and
700 579 1 [ | independent public
| | | | corporations recognized as
600F special businesses under
130 Law No. 77.
500 ] [
L— | |
400 270
300F ]
200 u
100 u B

° 1999 2000 2001 2002 2003 2004 2005

pa

Tokyo, Osaka and Nagoya Stock Exchanges.

listed on
‘OUnlisted businesses with 500 or more employees
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As far as we have grasped, latest figures of
2005 indicate that approximately 1,000 businesses
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Activities related to Environmental Reporting

“2003 — Currently under

Reporting

http://lwww.env.go.jp/policy/report/h15-05/index.html
“2004 Eco Action 21 Guidelines”

http://www.env.go.jp/poli i
4F for C
GRI Guidelines”

http://lwww.env.go.jp/policy/report/h17-07.pdf

html

Yi)

Use of Envir Reporting Guidelines and

#2005 Envi
http://www.env.go.jp/|

“Handbook of Information for Environmental Report”
http://Iwww.env.go.jj i iki.pdf

html|

yo_|
Aimed at Ent

} on Self-
Environmental Reports”
http://www.env.go.jp/policy/hairyo_lawl/jikohyouka/tr_main.pdf

the
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- 933 to be precise - released an environmental
report. We expect that these businesses who
publish their efforts will be valued as a conse-
quence, to lead to their advantage such as easier
finance by the loans.

For a “Virtuous Circle for Environment and Economy”

Until now From now forward

Environmental protection and economic
development were opposites.

A societ rotection grows
‘and economic activity improves the environment

-Selection of

Information lfriendly products by
[consumers

activities’
voluntarily and

l*Low-interest loans.
~ Jfrom financial
Y institutions

by rtuous circle for

+Environmental businesses and

systems

High evaluation of /|
. «Socially
environmentally-

| [Responsible
friendly activities SR

economy

*Environmental reports|

+Environmental audits,

etc. Demands, Social

responsibilities

Consumers

Investors

Businesses and educational institutions
Governments and private organizations

OCreate sense of values and demand.

OBuild capital.

ODevelop products, services and human resources.
OBuild communities.
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Lastly I would like to summarize the conclu-
sions. I find it the key point in common that busi-
nesses working more on the environment are
welcomed and valued for their efforts, by means
of green purchasing, environmentally-oriented
financing, or environmental reporting to an-
nounce to the public what they are doing for the
environment. Green purchasing, one of our main
measures 1s to encourage people to purchase
eco-friendly products when they are marketed.
In other words, we expect those businesses to
be successful. As for environmentally-oriented
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financing, we will be supporting the eco-business
by making it easier for businesses working on
the environment issue to borrow money. These
are what we are addressing.

In the situation described as above, we expect
environmental activities being highly evaluated,
which will lead to growth of the eco-business, ie;
as the environment improves, so will that busi-
ness. And as the business improves, so will the
environment. We would like to advance the mea-
sures taking “virtuous cycle for the environment
and economy” as the keyword in the future soci-
ety.

Let me reiterate one last time that our goal
is to create people and businesses who welcome
environmental activities and work for the envi-
ronment, and a soclety where those people and
businesses are rewarded. That is the goal of our
policies.

This is the end of my presentation. Thank you
very much for your kind attention.
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l (FYI; Translated by Secretariat) l

IGES-KRC International Symposium on
“Business and the Environment”

Future Outlook on
Environmental Management Policy

January 17, 2007

Hiroshi Kamagata,

Director

Environment and Economy Division,
Environmental Policy Bureau,

Ministry of the Environment |
-w
Slide ®
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’ State of Global Warming Prevention Measures in Japan

[ Japan agrees to reduce emissions by 6% from 1990 level under the Kyoto Protocol. ]

[ Basic approach (Million t-CO2)
1. Attain 6% reduction of Kyoto
Protocol.
2. Continually reduce : hY2004 Domestic emissions
6 1,355 reduction
greenhouse gas emissions on e L +7.4% AS8. 7%
lobal scale over long-term. T : ;
9 glerm- || e 14. 1%
21st century is “Cent L2 -
st century is “Century
of the Environment”. POREL <orption
Global warming is issue RS
of all mankind. ey o A3. 8%
Kyoto Mechanism
Kyoto Protocol reduction agreement - ) ___f ... .\ A1.6%.....ceeueee
Being an environmentally £A6.0 % of 1990 level
advanced nation, Japan must lead
the world in global warming
prevention by building a society
that sustains a virtuous cycle of 1,100 —
the environment and the economy. . | | | | |
1990 2004 2010

Slide ®

69



[ ]
IG E s “Business and Environment”International Symposium 2006 Proceedings

Towards Sustainable Lifestyle and Business Model

: HBABETIEHERBIL
Must attain —6% annual average e
from 2008-2012 to achieve the target.
T 1.364 billion ton If emis§ions inf:rease ir_l 2008, future
Zc02) (+8. 1%) /reductlon requirement increases
X markedly.
1,300 —
1.26144 billion ton
1,200 — 1.185 billion ton
roprotraimgooroe™ || o A e R N
AG6.0 % of 1990 level
1,100 — ]
1,000 —| l l —Count starts in 2008
i 1 1 I I ) | I e B M P W ——— ——— i — i .
1990 2005 | | 2008 2009 2010 2011 2012
(Baseline year) (Bulletin)
Must attain —6% annual average in the first commitment period.
Total emissions for 5 years(1.26144 billionton x 0.94 x 5 years) — Approx. 5.929 billion ton 3
Slide ®
HALTIES S REAL
Current CO2 Emissions from Energy Sources by Sector and 2010 Targets Fob-24+26%
Units: Million t- 002 Units: Million t-CO, (Note) % are given as increase/decrease against baseline year.
500 [ Fy2005 | Reduction ]
FY1990 | ere2®¢) | (Bulletin | "eduired A
value) untt
target
400 --------------------------_(Factories, etc.) J.-.-.- 482 _gﬁ 466 o 435
217 +g% 257 _7 250

+37.4%
127 >/\\] 175 —38 137
L o
68 g% 74 —5 69

(3%) According to studies into greenhouse gas emissions and absorption targets,
detailed studies and review are needed because of changes in baseline year (1990)4
emissions since time when Kyoto Protocol target attainment plans were drafted.

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 |
1990 1991 1992 1993 1994 1995 1996 1997 19981999 2000 2001 2002 2003 2004 2205

(Bulletin value)

Slide @
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Progress of Main Measures
100.0% g
90.0% To fully attain target, o :
80.0% measures must be pushed at o i‘;’;gﬂ‘rg‘:”'s"egcgiin o
0 70'0‘y twice the speed of the past. necessary funﬁngg
o UV P -
8 1---
& 60.0% [
£ 50.0%
g 40.0% e Presumably, at the current rate of
. 41.3% progress, reduction will achieve only
30.0% 34.7% 70% of target by target year (2010).
[v)
20.0% | o4 504 28.7%
10.0%
0.0%

2002 2003 2004 2005

Progress rate: The total emissions reduction effect obtained every year from (D new energy measures, @ co-
generation and fuel cells, 3 energy conservation in homes and buildings, @ building and home energy
management (BEMS - HEMS), ® high efficiency hot water boilers and © clean energy vehicles, is divided
by the estimated total emissions reduction of 2010 stipulated in target attainment plans.

2010

Slide ®
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& e

Diffusion of clean energy vehicles
(3 million t—-C02)

Biomass introduction and target
(Oil-converted: 3.08 million k)

t

10,000
vehicles

il

Itis not easy as is to
attain the target of
approx. nine times of
current level (2.33
million vehicles).

e
o———O/‘/’. vehicle

U 1 1 1 1 1 1 1 1 1 |
T 3 1eg

Introduced amount (10,000 kL)

%0

0

20

m

180

0

il

0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Includes 500,000 kL (oil-
converted) of transportation fuel.
Approx. 900,000 kL when

converted to ethanol. = 3% mix
of approx. half of all gasoline.

Currently, transportation
fuel is about 0.

Slide ®
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The 3rd Basic Environment Plan

—The Way to New Richness developed out of the Environment — (April 2006)

The primary direction for future environmental policy development is
“Integratecd Irnorovermearnis of the eavironment, sconomy and sociziy” .

Realization of an “economy for a better environment” and an “environment for a better economy”.

@ )
Eleforts in design stage et - p——
=Easy-to-reuse containers
=Use of standardized parts, development load
etc. Increased

@ reuse/recycling Reduced
energy/material @ecduc®
nsumption ;
consumptio environmental

load

« Enhance environmental efficiency.

Prevent rise in environmental load
under economic growth.

Use long-lasting
products.

Development of

) Sell ) busi « Create new economic activities by
How to balance with services fields developing technologies/products of
business? rather than

good environmental performance.
Target “a virtuous circle for
environment and economy”.

products Environmental

Slide @
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—[ Green Purchasing }_,

*Encourage suppliers to develop products of less environmental load.
*Encourage environmental considerations in business activities.
*Help producers from the demand side via market mechanisms.

F-b-71F26%

Offer consumers more choice in
environmentally-friendly products. rch

Providin,
roducts Markets
BUSi"essesﬁ = Consumers, etc.

Green purc
1 (Purchasing
———= products)
 E—

[ For a sustainable society of less environmental load ]

Slide
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Green Purchasing Law

Promoting procurement by national government, etc. Local governments (Initiative)

= Create procurement policy.

Adoption of “Basic Policy”

= Basic direction for promoting procurement
= Specified products, evaluation criteria, etc.

* Promote procurement in line with
procurement policy.

Organizations of national government, etc.

Create and publicize procurement policy. of green purchasing.

Promote procurement in line with procurement policy.
Businesses and consumers (Responsibilities)

Report on procurement.

Choose environmentally-friendly

products as often as possible.

Slide ®

[ ~Specified Procurement Items~j

HABTIESH LI RBEL

o 26

Specified Procurement ltems Specified Procurement Items
Category (By Cabinet decision of 2/28/06) Category (By Cabinet decision of 2/28/06
Information paper (copy paper, etc.), printing Uniforms
Paper paper, sanitary paper (toilet paper, tissue paper, Work cloth Uniforms, work clothes
etc.), etc. 8 items OINCONSS
Stationa Mechanical pencils, ball pens, scissors, glue, Interior decorations, Carpets, curtains, blankets, mattresses, bed
0y files, binders, etc. 79 items bedding frames, etc. 9 items
" Chairs, desks, shelves, coat hangers, umbrella
Furniture stands, blackboards, etc. 10 items Work gloves Jorkigioves
Office equipment Coplers, printers, facsimiles, displays, etc. Other textile Tents, tarps, guard nets
13 items products
" Refrigerators, freezers, cold storage boxes, Solar power systems, fuel cells, solar heating
Home appliances electric toilet seats Systems systems, raw waste processors

Air-conditioning,

AC, gas heat pump cooler-heaters, space

(DMaterials (Recycled wood mass boards, tiles, mixed

etc. heaters cement, recycled aggregate, primers, permeable
concrete, insulating sashes, auto sprinklers, lighting
Hot water Electric boilers, gas water heaters, oil water T By EET D N D 2 G

equipment, etc.

heaters, gas ranges

Fluorescent lighting fixtures, fluorescent lamps,

Public projects

47 items)

(@Construction machinery (That with emissions
measures, low vibration, etc.)

@Work methods (Construction sludge recycle
processing, concrete block recycle processing, etc.

Lighting ! 6 items)
light bulbs @Purpose-specific items (Rooftop gardens,
wastewater pavement, permeable pavement)
Vehicles (Natural gas vehicles, hybrid vehicles, Energy conservation diagnoses, cafeterias,
Vehicles, etc. | etc.), ETC products, car navigation systems, etc. Services printing, vehicle servicing, building management,
5 items cleaning, etc. 7 items
Fire extinguishers | Fire extinguishers Total 17 categories, 214 items

Slide
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CO2 Emissions Reduction Effect of Green Purchasing
by National Government, etc. (Estimate)

Comparison between 2000 (Prior to Green Purchasing Law) and 2004

Green house gas emission reduction (Converted to t-CO2)
Category/ltem Source Annual reduction | Years of use | Total reduction

Plastic stationary Emissions from incineration 761 — 761
DUSt blOWer Switching from HFC134a to HFC152a 8’587 —_ 8’587
Office equipment Emissions from use of electricity 265 5 1,325
Home appliances Emissions from use of electricity 339 10 3,395
AC Emissions from use of electricity 250 10 2,495
Hf inverter equipment | Emissions from use of electricity 846 10 8,456
Vehicles Emissions from driving 2,483 5 12,415
Solar power system Emissions from system introduction 213 15 3,192
Furnace ash cement Emission from industrial processes 1,184 — 1,184

Total - 14,928 |  — 41,810

Slide @
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Green Product Share of Market

Example of co aper i
P Py pap (100% recycled paper of 70% or less whiteness)
(ton) [——— Shipping volume other than specified procurement
iemns 33.5%
1,000,000 ——|EZ=== Shipping volume of specified procurement items —32.1%
—@— Shipping percentage of specified procurement items

815,508 1 30%

800,000 |- 762,118

26.6%
23.6%
600,000 | =4 20%

579 388 546,258 530,667
720,909 582.258 >
400,000 /

11.6% 4 10%

789,527 804,961 798,087

200,000 |-

258,703 267,420

179.860 210,139

94,599
0 I I I I 0%

2000 2001 2002 2003 2004
Domestic shipping volume and percentage

Slide @
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Future Targets (Green Purchasing)

Targeted for

U

Public sector: /' local governments
Private sector: of all listed companies,
of all unlisted companies

4

Aims at getting

(Fundamental Plan for Establishing a Sound Material-Cycle Society)
13
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[ Environment and Finance ] e b e 1.

ENWARCPFY Y-

Worsening environmental and social problems Change in financial situation

+ Global environmental problems are expanding in time and - Removal of the full deposit guarantee, super low interest policy,

space. Social problems such as declining birthrate against development of online trading

aging population. —Personal financial assets are starting to change from indirect
—Conventional policy methods for stimulating the economy to direct financing.

have reached a limit. —Pursuit of profitability alone is now being criticized.

[ SrowingireleplayediyiinancingNmenvironmentaliprotection;

“FinanceZ Blood of economic activi{y
Capital provider

Capital recipient
(Investors, depositors, etc.) ‘ |V|Ohey ﬂOW

(Businesses, etc.)

+ ¥ 1,500 trillion in personal financial B + World-leading environmental
assets technology

+ Growing awareness of environmental + Growing use of CSR
problems

Expand “money flow” to protect the environment

Shvirenmentaly finzirclzl
strengths s SHENUilS,

Fuse Japan’s
14
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Policy for Supporting “Environment and Finance”

Monetary figures in () are budgeted amounts for 2007.

@) Build environment to attract
investors to environmental
investment.

OPromoting the diffusion of
environmental finances

(¥25 million)
- Studies into providing information
for investment decisions and
financial evaluation

(i ) Studies into socially
responsible investment by
institutional investors and
investment trends of private
investors

(i ) Studies into what information
(environmental reports, CSR
reports, etc.) investors use to make
decisions.

@) Create funds, for, promoting
environmental industry in order

to integrate the environment,
economy and society.

OPromoting environmental protection
activities via community funds, etc.
(¥110 million)
-Via model projects

(i ) Evaluate community fund plans and
provide advice and support for adopting
business plans.

(i ) Continue studying business plans and
support adoption thereof by using community
fund evaluations, etc.

OFinancing for environmental funds,

etc. [Public funding]
- To trigger the private sector to channel savings
to environmental measures

(i) Collect clients broadly across the private
sector for a fund that makes environmental
investments .

(i ) Support liquidation of environmental
credit claims by financial institutions via SPC
(Special Purpose Company).

. )

(' @) Promote financing) for

\

businesses that protect the
environment in business

operations.

OPromoting environmentally-
friendly business management
[Public funding]

« Support capital procurement for environmental
protection by businesses with environmentally-
friendly management, via a financing system that
uses “environmental ratings”.

Olnterest subsidies for
promoting environmentally-

friendly business management
(¥183 million)

-Subsidize interest of low-interest loans from
organizations funded by local governments in
order to implement plans of local governments to
reduce greenhouse gas emissions, as well as
local revitalization projects.

-In the case that environmental-rated financing is
a global warming prevention measure, subsidize
interests of businesses that vow to further
undertake CO2 reduction.

Slide ®

[ Example Fund Targeted at Environmental Protection Business J

Citizens’ Windmill Fund 2006 (Oma and other cities in Aomori, Fund size: ¥860 million)

O NPOs and private individuals invest in wind power projects. Financing by financial
institutions. Land leased from local governments.

O Electrical power obtained from wind power is sold to power companies. Profits are
used to pay dividends to investors and pay back loans.

= Is expanding the base of environment-conscious investors who invest in windmills,

solar power, etc.
Local
government

Land lease contract ﬁ

Power sale

m Investment gD \
— Win wer ——> 3 =

. d powe <— ()
~ Private Swices — business group Money to =
investors, etc.  gjstribution purchase electric <

. . power \
AEElE) ﬁﬂ Repayment of principal

Financial and interest
institution

Slide
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Ohisama Shinpo Energy Fund (lida, Nagano, Fund size: Approx. ¥200 million)

O Collects investments from residents and others to build solar power systems on rooftops of
public facilities.
O Distributes profits to investors from portion of revenue made on electric power sales.

(Investor) (Business
operator)
Approx. 5 kW solar
power system
) Personal ,
2o investment - R
&0 Installation FESETSS A
o 2
8o Electric
g 73 ? power
0 o [l
= 00 X0
G < Contract —» 2359 Sales of surplus || U
-~ 3 >3 2§ electric power s
Sy - 20 %o )
» Profit 835 2
& @ | distribution LS3E8 o
5o istributi 0®y" o
Revenue earned * e
from rates N Sale revenue =
proportioned to
power generation 17
Slide @

Overview of Financing for Promoting Environmentally-Friendly Business Management
(Development Bank of Japan)

,—> Pusiness credit check, collateral verification, etcl
S 1 )
_> Businesses recognized as having particularly
Advanced i ly-friendly activiti
I'=|1 Policy Interest I m
< & 3
3 [} Businesses recognized as having advanced g 3
> 3 =) i y-friendly activiti a3
o 3 I Policy Interest | g. ‘%
T () -
Q o Businesses recognized as having good ] ;
o 7] environmentally-friendly activities g o
=) Q Ordinary Interest 32
2 a8
2 >3
‘g @
= Securing of private offering, etc. —l
N g -
=l (Ineligible)

First financing system in the world to use “environmental ratings” (Launched in April 2004)

Supports capital procurement for environmental protection by businesses with environmentally-
friendly management.

18
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Example of Local Industry Fund (Municipal Bonds)

Local residents Purchase

Local businesses
and organizations Interests

setting of the Tone River as it was.

. . Land
Abiko Cit W Furutone Wetlands Land

Acquisition Project
¥ Land acquisition aimed at
protecting Furutone Wetlands

Supplied capital is used to help acquire land in Furutone Wetlands so as to enclose the
rich water resources and rare natural environment, and preserve the appearance and

Issuer

Abiko City

Total issued amount

¥200 million

Project

Furutone Wetlands Land acquisition

Date issued

11/25/04

Interest rate

0.58% annum

Interest payments

Twice per year

Repayment condition

One-time redemption at 5-year maturity

Though low-return investment, capital investors can contribute to environmental
protection implemented by local governments.

Slide
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Environmental Reporting

(For businesses)
©Necessary to ensure proper
evaluation by society

(For society)
©Pledge and review effect

efforts and social evaluation

©Necessary means for fulling social
responsibility to provide information

Greater verification by all society
Compounded effect of business

An environmental report is an annual report that businesses use to publicize environmental
impacts associated with the business activities, environmental activities, etc. Because businesses
are now being evaluated by their environmental performance, big companies and others are
preparing and releasing environmental reports.

©Enahncing awareness of managers
and employees

©Tool for businesses to review their
environmental management systems

20
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Diffusion of Environmental Reporting

Number of
businesse 933
1000¢

900F 801
743 Environmental reporting
800F 650 figures for 2005 at left do no
include 89 universities and
700F 579 independent public
corporations recognized as
600~ special businesses under
430 Law No. 77.
500¢F
400F
270 1,185 businesses are
300F _ — | accredited and registered
under Eco Action 21 (as
200 \otfzgeonr s 8 )
100 ]

0
1999 2000 2001 2002 2003 2004 2005 FY

Law No. 77’s official title is Law Concerning the

Prepared from 2005 Survey of Envir riendly Busi Activities (MOE). Promotion of Business Activities with Environmental
Survey target: OBusinesses listed on first and second tier of Tokyo, Osaka and Nagoya Stock Consil ion by Specified Corporations, etc, by
Ounlisted businesses with 500 or more employees Facilitating Access to Environmental Information, and

Other Measures.

21
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Activities related to Environmental Reporting

22
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For a “Virtuous Circle for Environment and Economy”’

Until now From now forward

Environmental protection and economic A society where environmental protection grows the economy
development were opposites. and economic activity improves the environment

-Selection of
environmentally-
friendly products by
consumers

Information

Environmental activities
voluntarily and
aggressively taken by
businesses

*Low-interest loans
from financial

Y institutions

High evaluation of /|
. {_=Socially

environmentally- |

»[ Responsible
friendly activities J | ocimons sry |

irtuous circle for
environment and
economy

-Environmental L,
management systems

*Environmental reports

*Environmental audits, :
etc. Demands, Social
responsibilities

OCreate sense of values and demand. Consumers
OBuild capital. Investors
ODevelop products, services and human resources. Businesses and educational institutions
OBuild communities. Governments and private organizations
23
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