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Japan’s Voluntary Emissions Trading Scheme
(JVETS)

(1) Scheme outline

*Launched by MOEJ in 2005

*Supports voluntary CO2 reduction activities by business operators to ensure their
emission reduction targets in a cost-effective way with subsidy and emissions trading
Participants of JVETS constitute a part of Experimental Integrated ETS (2008~).

Subsidy to facilities
for CO2 reduction

MOEJ

Commitments to
reduce CO2 emissions

(2) Achievements

Total participants: 303 companies
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[Verified Emissions ]

 Verified Emissions |

Commitment Period FY2006 FY2007 FY2008 FY2009
Achieved Reduction(kt-CO2) 377(29%) | 280(25%) | 383(23%) | 950(28%)
Committed Reduction(kt-CO2) | 273(21%) | 217(19%) | 136(8%) | 335(10%)
Number of transactions 24 51 23 24
Average JPA price (JPY/t-CO2) JPY1,212 | JPY1,250 | JPY800 JPY750

*1:Assigned JPA = (Base year
emissions (An average for
the past 3 years)) —
(Committed reduction)

*Development of infrastructure: Monitoring, reporting and verification guidelines, third-
party verification, the emissions management system and the registry for allowance.
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JVETS Operation Infrastructure

One of the big contributions of JVETS is that it has established basic infrastructure
(the emission monitoring, reporting and verification quidelines, reqistry
system, and emissions management system etc.) which is required for smooth
operation.

[ JVETS infrastructure (designed after EU-ETS) ]
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JVETS Operation Rules

. Summary of JVETS 5.

Emissions Verification \

-purpose

-participation in JVETS
-summary of JVETS rules
-schedule 6

-summary of verification
-verification and selecting third-party verifiers

. Allocation, Trading and Surrendering

-information disclosure

. Participation Unit

. Emissions Monitoring 7.

-allocation and registry
-how to trade and transfer allowances
-penalty for non-compliance

Information and Inquiry

-covered gas and activity
-emission sources
-boundary identification
-data monitoring

-website about JVETS
-inquiry about JVETS

-emissions calculation and reporting

. Target Setting Methodoloqgy

-base year emissions

-committed amount of emissions reduction commitment /




MRV In JVETS

Monitoring - Equivalent to EU-ETS

and Guidelines
reporting
guidelines

» Suggest appropriate CO2
emissions monitoring and
reporting by participants

Emission
verification
guidelines

* Encourage appropriate
emissions verification
for the third-party
verifiers

(EHSUI’B

Monitoring and Reportlng ‘

Kparticipants

~

consistency with
International
standards such as
ISO 14064 series
and I1SO 14065

Secure high
accuracyln
emissions
calculation and
verification

Achieve cost-
effective
verification which
contributes to
total cost cut of
emissions
reduction for

/




Monitoring and Reporting Flow of JVETS

Step 1: Identification of geographic boundary

M Identify the geographic boundary of the site by using public documents such
as Fire Defense Law report, Factory Location Law report, etc.

/Step 2 : Identification of emission sources and system boundary\
M dentify emission sources using document such as Fire Defense Law report,
High Pressure Gas Safety Law, equipment list, purchase bill, etc.
M dentify emission sources owned/operated by other companies and omit them
from the boundary.
l Among the emission sources inside the boundary, those which are below the
emission threshold may be omitted.

- /

Step 3 : Determination of monitoring plan

M Determine the monitoring plan/monitoring point for each emission sources.

plan by CA(Competent
B Check if the monitoring plan meets the required tier, which is defined by H Authority)

the predicted activity level at each monitoring point. (before start of
the commitment year)

Approval of monitoring

( - - - - \
Step 4 : Establishment of monitoring/calculation structure * No approval procedure for
. . o : baseline emission
M Assign individuals responsible for monitoring and calculation.
M State “how” and “who” monitor the data, and “how” and “who” manage the
guality of the calculation result.

J Verification by 3
Step 5 : Monitoring and reporting party verifiers
B Monitor the data according to the monitoring plan, calculate and report the CO2 Approval of
emission amount using the monitored data. verification report by
N CA




Calculation Method of JVETS

/l Covered Gas :CO2

Type Activity

Fossil fuel burning (including for automobile use within

CO2 from fuel consumption boundary)

Use of electricity and heat supplied from outside

CO2 from electricity and heat
boundary

CO2 from waste management | waste incineration / combustion and waste recycling

Cement production, burnt lime production, use of lime
or dolomite, ammonia production, chemical goods
production, use of acetylene, dry ice, liquefied carbon
dioxide or aerosol.

CO2 from industrial process

B Calculation method is based on “Act on Promotion of Global Warming
Countermeasures”
B Calculation Method
Fuel: Emissions=Activity (fuel use) X Heat value per unit volume X Emission factor
\ Other: Emissions=Activity X Emission factor




JVETS third-party verifiers
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Currently, 20 verifiers are on the list of JVETS third-party verifiers.

KPMG AZSA & Co.

SGS Japan Inc.

PricewaterhouseCoopers Arata Sustainability Certification Co., Ltd.
Deloitte Tohmatsu Evaluation and Certification Organization Co., Ltd.
Ernst & Young ShinNihon Sustainability Institute Co., Ltd.

JACO CDM Ltd.

Japan Quality Assurance Org.

Japan Management Assn.

Japan Consulting Inst., JCI CDM center

. Det Norske Veritas AS

. TUV SUD Japan Ltd.

. TUV Rheinland Japan Ltd.

. Nippon Kaiji Kentei Quality Assurance Ltd.

. JIC Quality Assurance Ltd.

. BSI Management Systems Japan K.K.

. Bureau Veritas Japan Co., Ltd.

. Lloyd’s Register Quality Assurance Ltd.

. Perry Johnson Registrars Clean Development Mechanism, Inc.
. Japan Smart Energy Co., Ltd.

. Environment & Quality Assurance International Certification Center
. ASR Co.,Ltd




Three core information systems of JVETS

periods are stored under the system.
* The data are used for third-party verification.

*EU-ETS verifiers voluntarily
management systems

use similar

Registry *Manages the initial allocations (JPAs), | *No double counting and the same security
emissions allowance transactions (trading) | level of allowance retirement as the
system and retirement national registry in Kyoto Protocol
*Manages all accepted allowances and credits | *Open access to the web-based registry
in JVETS (JPAs and jCER) system for all participants
* Emission allowance transaction time: 10am-
6pm (JST) on business days
Emissions *Based on the emissions monitoring and | *Integrated emissions calculation method
management reporting  guidelines,  all  participants’ - Streamlined emissions  calculation and
emissions base years and their actual | verification processes
system emissions amounts in their commitment

* Database of all stakeholder information

Trade matching
system

(“GHG-
trade.com”)

*Encourages emission allowance transactions
among the participants

*Requires pre-contacts before sales of

allowances

* Updates allowance prices and amounts for
participants’ transactions on the notice board.
(After confirmation of the contract details,
participants should pay to their clients’ bank
accounts and apply for allowance transactions
in the registry system.)

* Opportunities for the participants to find
their trading counterparts through the
Internet




Registry System of JVETS: Image (1)

I'he Japan's Voluntary Emissions Trading Reaistry Sy stem
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Registry System of JVETS: Image (2)
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Registry System of JVETS: Image (3)
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I'he Japan's Voluntary Emissions Trading Resistry System
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Emissions Management System of JVETS

Ministry of the Environment

Compliance assessment can be
conducted through this system

Participants (entities)

'l, Data download

Participants input data
(quantity of energy
purchased)

[ —
=

Data input )

Computer
Server

Verification can be conducted
through the data base
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Emissions Management System of JVETS: Image (1)
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Emissions Management System of JVETS: Image (2)
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Trade Matching System of JVETS

“GHG-TRADE.com”

Web-based trading market for JVETS participants

ALY - Microsoft Internet Explorer
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@A Participant inputs information

t—4 X FEXPHEEE  SHEHE
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Current trading trend

2 B/ MRISHESE (MOE-MRD)

about his/her order (offer / bid,

price, amount etc.)

@ Offers and bids are

automatically matched online

on first-come-first-served basis.

(10 H OER[2E) Actual trading performance on Oct.
200:-CO, (P4 14F
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