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4. Location-based

1 |method

4.1 Description of
proposed location-based
method updates

+ We believe that numerous problems and issues need to be resolved to make
the provision of open-source time- and location-based emission factors
possible.

* We believe that more discussion is required regarding the feasibility of
applying LBM in each territory.

+ To enhance feasibility, we suggest that adjacent bidding zones should be
allowed and/or interconnectivity between power grids should be made a
criterion.

+ Increased burdens on corporate customers and consumers and reduced
profitability for grid/system operators could inhibit the development and
promotion of renewable energy and slow down GHG emissions reduction.

Concerns regarding:

+ Feasibility in terms of administration and
precision

+ Inhibition of renewable energy development and
promotion due to reduced profitability for
operators, etc.

* Slowing down of GHG emissions reduction

« Increased burdens on citizens
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* We are concerned that the development and promotion of renewable energy
could be inhibited in territories where renewable energy operators frequently
sell Renewable Energy Certificates (RECs) to corporate clean energy
customers (e.g., the US). Although solar- and wind-power operations, which
have low unit costs, are important sources of electricity supply in such
territories, renewable energy is highly dependent on the natural environment
and the amount of electricity generated fluctuates. Accordingly, imposing an
hourly matching requirement could lead to lower assessments of
environmental value, and environmental value could also decline if generation
exceeded demand.

Concern regarding:
+ Inhibition of renewable energy development and
promotion
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+ If levels of institutional maturity and inter-territorial disparities in
infrastructure are not accounted for adequately, the adoption of renewable
energy by companies and the use of contractual instruments to reduce
emissions could be impeded by the proposed requirement that contractual
instruments be issued and redeemed on an hourly matching basis and the
proposed obligation to source contractual instruments from the same market
boundary.

+ For companies that have numerous operating bases both inside and outside
their own country and manage a diverse range of businesses, it is in practice
impossible to take immediate action in territories where the necessary
institutions are not yet in place. We therefore request that the rules are
designed to be flexible, feasible, and capable of adapting to the characteristics
of individual countries, territories, and businesses.
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+ With regard to market boundaries for deliverability, the draft stipulates that
companies shall use "attributes sourced from generating facilities located
within the same deliverable market boundary as the demand to which they are
applied."

* We understand that Japan is regarded as "any other country or territory" as
described in item 9 of the Description column, which states that in countries to
which item 9 applies, the borders of the relevant country or territory, or the
borders of the wide-area synchronous grid where the reporting entity’s demand
is located, whichever is smaller, shall be used as the market boundaries. The
proposed revisions do not currently specify detailed requirements for Japan,
and we request that GHG Protocol avoid introducing any restriction such as
requiring the Japanese market to be divided into its ten regional utility service
areas.

The current mechanism allows for electricity
deliverability even if the demand and the
generating facility are located in different regional
utility service areas, but if the restriction referred to
on the left is added, C-PPA-based transactions
would be impeded, hindering the growth of the
Japanese markets for C-PPA and renewable
energy.
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P L
deliverability when increasing the share of renewable energy procured within
the same market (or power distribution area), or procuring across area
boundaries, could ultimately result in higher electricity costs, increasing the
burden on corporate customers and consumers. An additional reservation we
have is that the need to verify deliverability could restrict trading in electricity,
inhibiting the development of the entire electric power market. Furthermore,
we are concerned about the risk of corporate customers—in particular the
highly influential US and European tech giants—shying away from certain
markets that have not yet matured (especially developing economies in Asia
and elsewhere).
* Regarding hourly matching, to take a solar power-only PPA as an example,
nighttime Scope 2 emissions would be unmatchable, and likewise, in the case
of a wind-power-only PPA, fluctuations in output would make full matching
impossible. Thus, the demands on offtakers aiming to achieve RE100 would
effectively become higher.
+ If hourly matching is premised on using storage batteries for shaping output,
based on the assumption that naturally fluctuating power sources must
correspond on a 1:1 basis with demand, the development of on-site storage
batteries by power generators could be driven beyond what is actually needed.
This could lead to strain on the grid and potentially result in significant impacts
on corporate customers and consumers.
+Increased burdens on corporate customers and consumers and reduced
profitability for operators could inhibit the development and promotion of
renewable energy and slow down GHG emissions reduction.

Concerns regarding:

+ Inhibition of market growth

+ Fairness with regard to local characteristics, etc.

+ Increased load on the electricity grid

+ Inhibition of renewable energy development and
promotion due to reduced profitability for
operators, etc.

+ Increased burdens on citizens
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+ Given that power generation assets are concentrated in the most suitable
locations for renewable energy generation (regions with high levels of sunlight
and wind), additional requirements (or constraints) such as requiring such
locations to be both suitable for renewable energy generation and close to
demand centers, could cause greater competition for such sites, given that they
are limited in number. This could lead to increased burdens on corporate
customers and consumers, as well as reduced profitability for operators.
Furthermore, we are concerned about the risk that this excessive concentration
of renewable energy generation could further accelerate the growing load on
the electricity grid, resulting in the promotion of renewable energy being

Concerns regarding:
+ A slowdown in renewable energy promotion
+ Increased load on the electricity grid
+ Inhibition of renewable energy development and
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reduced appetite for power generation investment in locations that are further
from demand centers, which could potentially cause a slowdown in reduction
of Scope 2 GHG emissions.
* GHG Protocol's standards target all countries worldwide, but Standard
Supply Services (SSS) comprise mechanisms and features unique to individual N R
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+ We request the development and inclusion of a robust legacy clause.
+ We request that the legacy clause applies on the contract signing date. If the
legacy clause were to applies on the commercial operations date (COD),
business flexibility would be compromised.

In other words, we would like the application of the new protocol not to
apply to matters contracted before the protocol comes into effect.
+ For example, to take our own projects as an example, we are currently in the
process of finalizing a wind-power PPA(either physical or virtual) with
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have numerous other projects for which agreements are close to finalization or AR ZEAFAE,
already signed, but the COD will be several years hence. ZO%E, LI /HKIHQJ@ﬁm’ [CODE LI TEL, AttZ
+ In such cases, if the legacy clause were to apples on the COD, the B O SE O  B PRAE ORI AL Do TL
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assumptions underlying a considerable number of projects currently in the L7,
planning or construction phase, including the project with Company A, would
change. We therefore request that, the legacy clause take effect on the contract
signing date, as stated above.
+Our reservation regarding these revisions as a whole is that the burdens on
reporting companies and others could increase markedly. For example, we are
concerned that the introduction of more precise location criteria along with ARYGETIC RIS EL T, RS RO SR E LS
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use of this protocol, and (ii) that the protocol be designed with flexibility that FHR S DRR A RS,
reflects actual market conditions.
With regard to "balancing," matching with actual
consumption is not possible using current non-
fossil certificates. Among companies that use non-
fossil certificates to reduce their Scope 2 emissions,
there are some companies that purchase certificates (R [A) & 1B L €L BUIR O I b A R4
according to their emissions volume each fiscal TIXEBEOWE L~y T L 7 SEHIENTE
+ Although "hourly matching” defined using the term "balancing" is year. For such companies, hourly matching would 720, FEALATREFEAF L CScope2d i #4
understandable as a concept, under current conditions it is difficult for be extremely challenging in the first place, and - TTRIRE [ i) CRERSND IR HAL CO~y F o7 Il g§§§§;§2$7 iﬂi;;g‘)%it;{;igﬁﬁ
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involved. We therefore ask that the hourly matching requirement should be
introduced after further progress has been made in designing the mechanism.

market and mechanism.

Furthermore, if matching on an hourly basis was
required, it would be necessary for companies to
measure and collect data on emission factors and
consumption volumes for 24 hours a day, 365 days
a year, which would be difficult to handle in terms
of workload.
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