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1. Country Energy Status

1-1 Supply Side

- Japan has been reducing its dependence on oil by increasing natural gas and nuclear (until M
- After Fukushima accident in 2011, natural gas compensated the gap.
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1-2 Global Warming Issue

- Japanese share of GHG emission is just 2.8% of the world.

- Japanese Government will declare in Paris to reduce GHG by 26% by 2030 com
that of 2013.

- In order to achieve it, Japanese Government decided to aim for the following perc

sources of energy to generate electricity, based on the reduction of electricity con:
by 17% by 2030.
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1-3 Demand Side

oil crises and trecent economic downturn.

U  The final energy consumption of Jagdaasitadly consistemntiyreaseaxcept for periods immediately foIIowinth

U Until 2012 ti@DRcontinued increasioag@bou?.4timeghe 1973 levahd the consumption of energy for individug
sectorsignificantly increased witRgdmsumegector increasincatmout2.4 timeswhile the transportation sector

increased tboutl.8times whereas the industrial sdettmeased about 0.8imes
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2. National Policy about Energy Management

2-1 EnergyConservation Law

A iEnergy Conservation Lawodo was introduced
A The Law covers industry, commercial & residential and transportation sectors.
p

(1) Manufacturing plants . _
business stablishment Business operators withnnual energy consumptianleast,50@l

% ? ? % (equivalent crude oil) at manufacturing plants and business establishme
\.
p

J
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[(2) Transportation ] Freight carriers vatinansportation capasfiyminimuroertain scale, such
as 200 trucks or 300 railway cars for ragmads,

i\—‘g-‘ Cargo owners wattiannual freight transport order of 80@alton tons

.
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(3) Residential building
and structures

Structuresn darge scale witotal floor areasat leas2000rh
Small to mid size structuresawathl floor area of at |S&SM.

Business operatarisobuild and sell residential buildings (annually
L supplying at led€t0units).

4 )

4) Machinery and . .. .. ;
[( )equipmen%/ ] Passenger cars, alr condltloners, television ﬂﬂ'ﬁms.,

(Comprises about 70% of household energy consumption.)




Detailed regulations of Energy Conservation Law

Manufacturing plants & businesr - Residential buildings and
locations VI PETEINET structures

Obligation for business operators to mak Obligation for business operators to make [f| Obligation for construction clients and
an effort and public disclosure of judgmeftf] effort and public disclosure of judgment owners to make an effort and public
standards standards disclosure of judgment standards

Specified business operators and specifid —SPecified carriers (freight apassengers Specified buildings
chain business operators (Fleet of vehicles: At least 200 trucks or at |4 (Total floor area of at |1888t?.)
300 railway cars for railroads, etc.) Obligations relatingttesubmission of

(Energy Consumptioﬂ,ﬁt)Ok}ber year) Obligation to submit medium and Iong ten notifications pertaining to energy conseif\
Obligation to appoint Energy Managers, gt Plans. o measures implemented by construction|c
e oo Obligation to periodically report energy in relation to large scale modifications 4r
Obligation to periodically report on energ consumption status. obligations relating to repahesgatus of
consumption status. Reduction efforts of 1% per year overall maintenance.
Obligation to submit medium and long te . ) ) )
plans Specified consigners Housing providers
- . (Annual transport volume of aBleasiliotor (Annual supply of at l&é&€units.)
Reduction efforts of 1% per year km..) , ) Obligation to observe targets for imprqu
Obligation to submit plans. 1| energy conservation performance of sujp,
Obligation to periodically report consumptili| ready built residential housing.
energy related to consigned transport

[ Provisions relating to machinery and equipm]ent [ Provision of information ]

Obligation for manufacturers and import business operators o Obligation to make effort in providing information to general
energy consuming equipment to makesffort consumers

Top Runner Standard® (nits) Provision of information on energy conservation (annual ele tr
Standards for energy conservation of passenger cars, air cofd

television sets, €fo.exceed tiperformance of most superior pro storefronts of retailetmsell household electrical appliances,
that have been commercialized at the present time is require Popularization of energy conserving equiprtfegyirantsion of
type otinit information, etc., by electric power and gas companies.




2-2 Energy Managenteegulatory Scheme.

U Business operators with overall annual energy consumption (head office, manufacturing plants, branc

offices, etoofat least 1,500ki crude oil equivalent are subyeciulations

U Business modesich as franchizguhis of storesare also considered single busipesatorand thoseonsumin

at leas1,500klorthe whole chain are subjeeitidations

=

Onthebasis of energy consumption, about 90% dhthestry sectorand abou#l0%
of the commercial sector areveredsubjectto regulations.

Obligation to report periodically

Transitiorof energy unit consumpti

Numerical targetsReduction of annual average by at least 1%

Status of activities relating to energy conserving measures

Obligation to annually report on status of benchmark indices (for
subject business lines only), etc.

=

Measures, such as instructions, pubbtces and orders

ines in case of

violation against orders) implemented when energy coRservation activifies

of a business operataresignificantly inadequa

(Flow of measure implementation)
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Guidelinegpertaining to energy conservation measures: ]
atjc

Stipulatioofstandard@uidelines) based on the Energy Conserv
Law as observance items for energy management

U _Energy conservation measures for bogieessrs overall
Maintenance of energy management organization.
Allocation of persons in charge.

Formulation of policies for activities pertaining to energy consep
targets, etc.

u Energy conservation measures at individual manufacturing plg
businesestablishmer(&xample: Air conditioning systems.)

Preparation and implementation of management standards (mart
pertaining thefollowing measures:

Operational management (operating time, set temperature, eta.
Periodical measurement and recording of temperature, humidity
Periodical maintenance and inspection of facilities.
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New numerical targets to include in addition to existing targeR
Benchmark indices and standards tdargeted

Currently set business linéson and steel, electric power,
cement, paper manufacturing, petroleum refining and chemidca

Standards to be aimed fhevels satisfied by most superior busjr
operators in respective industries (10 to 20%).
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Energy Manager

i

NType 1
ATypeEnergy
annual energy consumpti

on

& 2EnBrgyManggeraentd-ch c t oare obliged to appoint Following number of
MannTay@eclEsx@ r@gry Manager so

d e pcategdry amdy

u Type 1 & 2 Energy Manager play a central role to promote energy managementin Type 1 & 2
Designated Management Factories
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EM Factory
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EM Factory

Others

Qualificationof Typel
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3. ESCO Industry in Japan

31 ESCO In brief

There are two major characteristics of ESCOs.

Guarantees Energy
Efficiency Performance
(Performance Contract)

Investment cost is
provided by ESCOs and
service fee is covered
from the savings of
energy cost

(Pay from the Savings)

10



For the same amount of energy SaviRgs

__________________________________________________________________

_______ Conventional Rnovation | ESCO service
Payback years oihX Xn years of contract
................................................................. /BRI

.........................................................................

.o
.

Renovation ESaved ESCO service gﬁgregc)l/
nergy
Costs Cost fee Costs
yen yen/year yen/year yen/year
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History of Japanese ESCO Industry

SECICIE  _ peregulation of Energy Market
- Global Environmental Issue

History of ESCO Indust

1996¢ Concept was Imported from US

1997¢ First ESCO Company in Japan
was established

1999¢ JAESCwas established

12



Background of Active ESCOs in JAPAN

ElectriclPower Companies GasCompanies

- Japan Facility Solutions, Inc. -TokyoGas Engineerin§olutions

- Kanden Energy Solution, Inc. Corporation

- C Energy Co. Ltd - Creative Techno Solution Co.,Ltd
Manufactures Constructors

- Azbil Corp. - Takasago Thermal Engineering Co.,Ltd

- Hitachi, Inc. - Gunze Engineering Co.,Ltd

- Miura Co., Ltd.
Others Leasing Companies

- The First ESCO, Ltd. - Mitsubishi UFJ Lease & Finance Company

- Nippon Koei Co. ,Ltd.
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Governmental policies to promote ESCO

(1) METI
Apr i | 2007 publi shed AManual for |
April 2010 : revision of the energy conservation law and its ordinance.
Al arge energy consumers must
provided by ESCOs in order to
April 2014 : revision of the ordinance of energy conservation law
AR | arge energy consumers must
BEMS Aggregators and/or ESCOs to improve load leveling
perf ormance. O

(D

(2)MOE
December 2007 : law for procurement of environmentally conscious products
A Government and public organ
procure ESCO services for th
(3)MLIT

May 2011 : revision of manual for public buildings to introduce ESCOs 14




Recent Trend (1)

- Downsizing of ESCO!Market

Left Markets are : (1) Central Governmental Buildings
(2) Major Real Estate Companies
(3) Factory Buildings & Industrial Processes

where Hmouse engineers are bright & tough.

-A few Local Governments keeps ESCO Procurement
More than 200 Projects has been procured since 1997

sunsidy from the Goveroment 17

- Privileged Subsidy only for ESCO Projects has been abolished .
- Subsidy for Energy Efficiency Projects still exist with tough competition

15



