EIThe Environmental Accounting System and its Utilization

Kyushu Electric Power proceeds with
systematic improvement of environmen-
tal accounting to promote efficient and
effective environmental activities and un-
derstanding of such activities by society.

El Environmental
accounting system

Fiscal 2002 environmental accounting

{>System's basic guidelines

The system is based on the "Fiscal 2002
Guidelines for Environmental Account-
ing" (March 2002 by the Ministry of the
Environment). However, environmental
activities are divided in Kyushu Electric
Power's own unique way into small cat-
egories so that the content may be easily
understood.

<{>Accounting period

April 1, 2002 to March 31, 2003

(same as the business year)

{>Scope of accounting application
Kyushu Electric Power Co., Inc.

See page“ﬁéﬂ]for application of the environmema\}l@

| accounting to the Kyushu Electric Power Group companies |

<>Sc0pe of activities for the account-

ing application

The prevention, control, removal or re-

paration of any action that significantly

hampers the environment, caused by

business or non-business activities, and

problems that might hinder efforts to

support the environment.

Supplementary definition

® The above activities exclude those re-
lated to safety and sanitation (e.g.
measures against particulates at work-
places) within the company and other
activities that are deemed to be social
conventions (e.g. low-noise transfor-
mers and electric motors).

<>Environmental activity costs

Investment and expenses in environ-

mental activity costs are defined as fol-

lows:

@ Investments:

expenditures for the fiscal year for items

capitalized as assets such as investment

in plant and equipment, and other fi-

nancing for the purpose of environmen-

tal conservation

@ Expenses:

expenditure for the purpose of environ-

mental conservation, e.g. depreciation

expenses, lease expenses, repair expen-
ses, maintenance and management ex-
penses, commissioning expenses and

personnel expenses

(N.B. Depreciation expenses are applicable for
items equivalent to environmental activity facilities,
and are calculated and added according to the
service life and depreciation method of the finan-
cial and accounting practices.)

The full costs and differences in cost are
used in the cost calculation as a princi-
ple; however, proportional costs are
used where the differences in cost are
difficult to identify.

Policies in consideration of
environmental activity cost

v v

100% for Including other
environmental goals in addition to
conservation environmental conservation

- -

Additional cost

Full cost included )
calculation

Difference in
cost included

Where difference Where the additional
in cost cannot be cost calculation is
identified not appropriate

v v

Proportional cost Cost zero

<Benefits of environmental activities
Benefits from environmental activities
will be calculated as the effect of such
activities, based on the amount of sub-
stances, and are defined according to the
types of activities as follows:

@ Activities that directly reduce the
environmental load
Amount of environmental load reduc-
tion from the baseline™(conditions
which would have occurred had there
been no environmental targets) at-
tributable to environmental activities
However, for items for which calcu-
lation of the environmental load re-
duction is difficult, the amount of in-
fluence on the environmental load re-

duction is posted.

*¢Baselines are set for their respective environ-
mental activities. For example, the baseline for
CO:z2 reduction calculations is a situation where
the electricity generated by all power genera-
tion methods was produced only by oil and
coal-fired thermal generation; and that for SOx
reduction calculation is a situation where no de-
sulfurization facility is installed.

@ Activities for the removal, mitiga-
tion or reparation of the impact of
the environmental load
Amount of environmental load to
which impact removal and other ac-
tivities are implemented

@ Activities that support and pro-
mote environmental load reduction
(two items above)

Amount of activities that are required
for support and promotion

(OEconomic effects of environmental
activities

Items of economic effect include cost
reductions, savings and sales of unnee-
ded supplies (i.e. real effects only) at-
tendant on the reduction of environmen-
tal load that incurs costs whenever used
or treated. However, estimated effects
such as costs avoided from the repara-
tion of environmental damages are not
included.

| Environmental activity costs and benefits |

ﬂ Environmental activity costs h

Investment and expenses for
environmental activities

¥

ﬂ Environmental activities h

Support and promote Directly reduce
environmental -+ environmental
activities load

Remove, mitigate or recover
from the impact of the environmental load

*I Environmental activity benefits Ii

Environmental activity benefits
f Economic effects

|
Status of environmental load

Baselines (without any environmental activities)

Reductions in environmental load

Environmental load released




For improvement of environmental accounting

<>Impr0vement of environmental
management through environmental
accounting

Kyushu Electric Power is proceeding
with the systematic improvement of its
environmental accounting system and
more transparent environmental infor-
mation disclosure. It also strives to util-
ize the system as a tool to further pro-
mote environmental management by in-
corporating the result from such ac-
counting in internal decision-making.

Environmental accounting system

[ Outside the company |

Disclosure of en-
vironmental activi-
ties in a reliable
and easy manner
(environmental
impact, costs,

[ Within the company ]

Utilization of envir-
onment related in-
formation for inter-
nal decision-mak-
ing (environmental
impact, costs and

benefits and effi- benefits)
ciency)

+

Promotion of un-
derstanding for
Kyushu Electric
Power's activities
Il

+

Efficient and ef-
fective environ-
mental activities

balance between
economy and en-
vironment

high regard for
Kyushu Electric

Power

Environmental management improvement

{Comprehensive understanding of

environmental load (integration)
Environmental load and environmental
activity benefits are expressed as the
amount of COz2, SOx, NOx, particulates
and waste, and in different units. To
comprehensively understand and an-
nounce the environmental load released
in the course of business activities, trial
calculations are made for the integration
of environmental load categories.

Integrated environmental load categories (benefits)
_ Environmental activity benefits x
integration coefficient™

% The integration coefficient used is of the ELP method
(developed by the Nagata Laboratory of Waseda University).

<{>Environmental efficiency

For the realization of sustainable soci-
ety, we must achieve the efficient use of
resources and energy and reduce the en-
vironmental load per business activity.
This attitude is based on the idea called
"environmental efficiency", which was
proposed in 1992 by the World Business
Council for Sustainable Development

and can be expressed by the index be-
low.

Environmental  value of goods or services

efficiency Amount of environmental load

Kyushu Electric Power started the trial
calculation of environmental efficiency
last fiscal year to use as a yardstick in
determining and announcing the level of
achievements in environmental manage-
ment.

Il Change in environmental efficiency
in CO2, SOx, NOx and industrial waste
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N.B. Environmental efficiency =
Electricity sales (or operating revenue) = each environmental load
However, all data used is based on Fiscal 1995 as a baseline of 100.

{Environmental load reduction effi-
ciency

For a company to improve environmen-
tal efficiency while achieving both
growth and environmental friendliness,
it is essential to improve the reduction
efficiency of environmental load. This
idea is expressed with the index below.

Environmental  Enyironmental load reductions
load reduction = : —
efficiency Environmental activity cost

Here, we have calculated the integrated
environmental benefit (environmental

load reductions) for activities that di-
rectly reduce the environmental load,
and divided it by the cost, thus obtaining
the reduction efficiency.

Il Change in the reduction efficiency*
of integrated activity benefit
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*¢Reduction efficiency=integrated environmental
activity benefit (CO2, SOx, NOx and particulates,
wastewater, industrial waste and general waste)
——environmental activity costs and expenses

The trial calculation revealed that the re-
duction efficiency was lower by 30%
compared to that of last fiscal year. This
is mainly due to the facts that we have
included the depreciation of the envir-
onmental facilities such as coal ash dis-
posal facility in the expenses, and that
more power was purchased from new
energy sources with lower reduction ef-
ficiency. As seen here, the impact from
individual activity is different, and as a
result, the reduction efficiency calcula-
ted this time does not allow for appro-
priate overall evaluation. The effort for
improved evaluation methods will con-
tinue into the future.

Utilization in the environmental
activity management

Indices for environmental efficiency and
environmental load reduction efficiency
are useful in measuring the achievement
level of company-wide environmental
management. However, it is more im-
portant to utilize them in actual business
operation. Kyushu Electric Power is
considering a system which allows each
office to utilize the environmental activ-
ity costs and the amount of reductions
calculated in environmental accounting
in actual environmental activity man-
agement. More specifically, we are con-
sidering the introduction of a system in
which we set attainable managerial indi-
ces for the whole company or offices
based on their scale and form of busi-
ness, and encourage voluntary manage-
ment from the aspects of environmental
efficiency and environmental load re-

duction efficiency.
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Scheme of setting and utilizing managerial
indices for environmental activities

Environmental activity PDCA
(Plan, Do, Check and Action)

Whole company

® Environmental action plan
(environmental targets)

® Managerial efficiency improvement
plan (financial targets)

Examples of managerial
indices (industrial waste)

@Management of the

Offices

Utilization in EMS
and internal
evaluation system

® Aging data
comparison

goals for each
environmental
activity

® Revision of
plans for the

. ® Management of
next fiscal year

whole company
Environmental efficiency

I
Generated output
Final disposal amount

efficiency index

® Environmental efficiency index
® Environmental load reduction

Environmental load
reduction efficiency
Il
Amount of final disposal reduction
Environmental activity cost

ﬁ

@Management of

environmental efficiency
Number of employees or
generated output
Waste amount

Recycled amount
Waste amount

etc.

efficiency index

® Environmental efficiency index
® Environmental load reduction

@\anagement of environmental
load reduction efficiency

Reduced waste amount
Environmental activity cost

Amount of final disposal reduction
Environmental activity cost

v

N.B. For one set of indices for
the whole company, several
indices that need to be man-
aged separately for their ach-
ievement are set for offices.

Development of computerized
environmental accounting system

Kyushu Electric Power is actively en-
gaged in the development of a more or-
ganized environmental accounting sys-
tem. Based on the understanding of the
environmental activity costs from Fiscal
2002, application of the newly developed
computerized environmental accounting
system was started in order to operate
more efficiently. Kyushu Electric Power
will keep working on improved manage-
ment and more efficient business opera-
tion through software development such
as the development of a comprehensive
system that facilitates further cooperation
with other departments.

Plans for the future

For the disclosure of more reliable and
transparent environmental information,
our environmental accounting system
will be improved for better accuracy.
Also, with the aim of establishing so-
called internal environmental account-
ing, we will examine a method to utilize
the environmental accounting system in
environmental management, such as in
the allocation of managerial resources to
environmental activities.
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N0.7) Understand More about Environmental Accounting ‘

@ Terms used in Environmental Accounting

[Wastewater load] P13,15
Pollutants in wastewater, which are examined for their sig-
nificance according to the environmental criteria (impact on
the environment) and converted into weight, based on COD
(chemical oxygen demand)

[Proper final disposal amount] P15
The amount of waste that could not be reused or recycled
and was disposed (by incineration or storage) properly ac-
cording to the rules and regulations

[Volume reduction of low-level radioactive waste] P13,15
The volume of radioactive waste is reduced through inciner-
ating, compressing or fusing solid waste at the power
plants, or sending it to the Low-level Radioactive Waste Dis-
posal Center of Japan Nuclear Fuel Limited in Rokkasho-
mura, Aomori Prefecture. Volume reduction refers to the
amount reduced by the above procedures, expressed in the
number of 200-liter oil drums.

[No. of monitoring and measurement items] P15

Regarding the status of monitoring and measurement of
each environmental load (SOx, NOx, turbidity, radiation,
etc.), continuous monitoring and measurement items refer
to "items for continuous monitoring and measurement." The
other monitoring and measurement items refer to the cumu-
lative total of "monitoring and measurement items X the
number of monitoring and measurement points X the num-
ber of times monitoring and measurements were conducted
in a year".

[Buildings with scenic care] P14,15

Buildings that are constructed, after study and examination,
in harmony with the surrounding environment, as well as
with consideration for style, coloring and finishing material
for the buildings

[Steel towers with scenic care] P15

Steel towers constructed with style and colors which blend
well with the surrounding environment, and would not spoil
or mismatch the scenery in city areas and parks

@ Policy in calculating the environmental activity benefit

(baselines)

The benefits from environmental activities that directly re-
duce the environmental load are calculated and reported as
differences between the actual amount released and the
amounts assumed in the baseline below.

Items Baseline

Nuclear, LNG, hydro
and geothermal gen-
eration, and genera-
tion and purchase of
power from new en-
ergy sources
Efficiency im-
provement  of
power genera-
tion facilities

Cases where electricity generated from such
power sources was generated by thermal
power generation except for that with LNG
(based on the actual COz emission intensity
of oil and coal-fired thermal power genera-
tion for the fiscal year)

Cases where no improvements were made
in transmission/distribution loss and thermal
power production efficiency (based on the
records from Fiscal 1970)

Cases where the introduction of equipment
and facilities that lead to energy conserva-
tion, or vehicles that are fuel efficient or use
clean energy were not made, thus no reduc-
tion in electricity or fuel consumption was
achieved (based on the actual CO2 emission
intensity for regular gasoline cars for the fis-
cal year)

Cases where no SFe was recovered from
equipment upon its overhaul and removal

CO:2 reductions

Energy conser-
vation activities

SFs emissions
reduction

Cases where no desulfurization treatment or
use of fuel with low sulfur content were pur-
sued at power plants (based on the desulfur-
ization efficiency and sulfur content of the
fuel for the fiscal year)

SOx reductions

Cases where no denitrification treatment
was pursued at power plants (based on the
denitrification efficiency for the fiscal year)

NOXx reductions

Cases where no particulate collection was
done at power plants (based on the particu-
late collection efficiency for the fiscal year)

Particulate reductions

Cases where no wastewater treatment was
pursued at power plants (based on the ac-
tual records for the fiscal year or wastewater

Wastewater load
reductions

load prior to designed treatment)






