Basis for Sustainable

Environmental Management

Ricoh Group’s Corporate Environmental Accounting in Fiscal 2007

Environmental conservation costs are classified according

Sustainable Environmental Management Evaluation Method
Corporate Environmental Accounting

Costs refer to expenditure on environmental conservation activities (in a broad
sense), and consist of environmental investments and environmental costs

(in a narrow sense).

@ Environmental investments

These investments correspond to
“investments in fixed assets” in financial
accounting. The amount of environmen-
tal investments is distributed as environ-

@ Environmental costs

These environmental costs correspond
to the “period cost” in financial
accounting. (Depreciation cost of
environmental investments is included.)

mental costs over the service life of fixed
assets in accordance with depreciation
procedures.

to “Categories corresponding to business activities”
defined in the “Environmental Accounting Guidelines
2005” of the Japanese Ministry of the Environment.

Cost unit: ¥100 million (Exchange rate: $1 = ¥114.40 €1 =¥161.69)
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* Environmental R&D cost rate: 1.9%
[= Total environmental R&D cost (24.4)/Total R&D cost (1,260)]

* Environmental investment rate: 0.7%
[= environmental investment (6.3)/total investment (852)]

Economic benefits refer to benefits that were obtained by environmental conservation activities and which contributed to the profits of the
Ricoh Group in some form. Economic benefits are classified into five categories as follows:

@ Substantial effect (a1)

This means economic benefits
that fall into either of the following
two cases:

1) Cash or cash equivalent is
received as a benefit. This
corresponds to “realized gain”
in financial accounting.

2) The amount of savings in such
costs that would have occurred
if environmental conservation
activities had not been
conducted. This amount is not
recognized in financial
accounting.

@ Estimated substantial effect (a2)
Substantial contributions to sales
or profits whose value cannot be
measured without estimation. They
include improving the
environmental performance of a
product, which leads to an
increase in sales or profit.

@ Secondary effect (b)

The expected amount of
contribution in the case that
expenditure on environmental
conservation activities is assumed
to have contributed to profits for
the Ricoh Group. If environmental
conservation costs are assumed
to be costs that are indispensable
for the Ricoh Group to conduct its
operations, for example, it can be
safely said that such costs
contribute to profit in some form.
In practice, out of the effects
generated by environmental
conservation activities, those
which do not appear as an
increase in sales or profit or a
reduction in costs are represented
in monetary value calculated by
the formula specified for each
item.

@ Incidental effect (c)
Expenditure on environmental
conservation activities can help
avoid the occurrence of
environmental impact. Therefore,
it can be safely said that the
expenditure contributed to the
avoidance of such damage of
environmental impact that would
have taken place without the
expenditure. In practice, the
incidental effect is computed by
multiplying the expected amount
of damage by an occurrence

coefficient and impact coefficient.

* For the computation formulas, see page on the right.

@ Social effect (S)

Social effect means such effect
that is generated by expenditure
on environmental conservation
activities not for the Ricoh Group
but for society. In practice, social
effect means the amount of
reduction in the expense of
electric power and waste
disposition that is enabled
through environmentally-friendly
products for customers.
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Effect on environmental conservation @ Conversion Coefficient @ Converted Quantity of Reduction/Converted @ Social Cost Reduction Values/Social c
means the effect of activities to prevent This is a weighting coefficient that is used Quantity of Impact Costs 8
and control the occurrence of environ- in identifying environmental impact by Converted quantity of reduction is obtained by Social cost reduction values represent
mental impact and to eliminate and totaling and weighting various types of multiplying envir impact r ion by financial figures obtained by converting
P: N N environmental impact expressed in different  conversion coefficients and converted quantity of the converted quantity of reduction into
removle such environmental impact. units (CO2 = 1). Values of coefficients are impact by multiplying total environmental impact by money and social costs by converting
The Ricoh Group reports the amount of based on the Swedish EPS method. the coefficients. In other words, these values referto  the converted quantity of impact into
reduction in the emission of substances the degree of seriousness of such environmental money. Computations are made using
with serious environmental impact for the impact reduction and total envi | impact that  the factor of 108 Euro/t-CO2 of EPS
current year as compared with the are converted into figures in t-CO2. Ver2000.
previous year (=emissions in the previous \ / e
year - emissions in the current year). — - - - - -
L ) This is the quantity of substances with environmental impact emitted
by the Ricoh Group in the current fiscal year.
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Reduction in environmental impact Environmental impact caused L
caused at business sites at business sites
CO2 ..oocovvvivciicicie. 5,625.7 626 098 CO2..... g 311,494
NOx 109 197 214 004 NOX..n 3,314 —
SOx 0.7 —
BOD 3.5
Final amount of Final amount of
waste disposed............ccocccounee. 59.6 waste disposed............ 112 11,645
Emissions of the Ricoh target Emissions of the Ricoh target 25,121 "
substances for reduction........................... substances for reduction.......... °
Environmental impact reduction in Environmental impact in °
lifecycle as a whole lifecycle as a whole o
o
(6707 I —226,638 —-226,638 CO2.....ccccc......... 5,516,692 5,516,692
NOx -194 -3,820 NOx . 75,107
SOx -596 -18,051 (510 QU 11,115 336,788
(N
Fossil fuel.............ccoocvviin. - —666,407 Fossil fuel.............cccccoov = 9,518,994
Mineral resources... - 541,668 Mineral resources... 4,976,996 (
Other = 380,069 Other.......coooooovioeiiiee 1,712,892
Total (environmental impact reduction at business sites) 12,732 - Total (environmental impact at business sites) 351,831 - 9
bt
Total (environmental impact reduction in lifecycle as a whole) 6,821 - Total (environmental impact in lifecycle as a whole) 22,137,469 - @
]
* The figures for lifecycle as a whole include those for business sites. £
* For quantity details on fossil fuel, mineral resources, and other resources, please see (Eco Balance). @
* The Ricoh target substances for reduction are defined as the PRTR substances designated by four electric/electronic industrial associations in Japan between fiscal 1998 and m
fiscal 2000. Coverage of chemical substances by Ricoh may differ slightly from those provided by the PRTR Law.
Data @ Companies: 89 Ricoh Group companies.
coverage @ Period: From April 1, 2007 to March 31, 2008 (for costs and total environ- * Environmental impact reduction represents the difference between figures in
mental impact). fiscal 2006 and fiscal 2007.
* Social cost is calculated using the factor of 108 Euro/t-COz2 (17,463 yen/t-COz).
(1) Formula of Substantial Effects (4) Formula of Incidental Effects
Reduction in heat, light, Heat, light, and water expenses in the previous year — heat, Amount of incidental Standard amount x occurrence coefficient x impact
and water cost light, and water expense in the current year effects coefficient x continuance coefficient
Reduction in waste Waste disposal expenses in the previous year — waste ; :
disposal cost disposal expenses in the current year Items to be calculated Areas of improvement to prevent pollution
zaz;sri\;?;ue of valuable Sales value of valuable materials sorted from waste Standard amount aAmo;r;gg&sAde for lawsuits, suspension of operations,
Sales of recycled . Occurrence coefficient and impact coefficient to be set
products and parts Sales of recycled products and parts Coefficient according to occurrence frequency and affected extent
Subsidies Environmental subsidies from the government, etc.
(2) Formula for Estimated Substantial Effects (5) Formula for Social Effects (economic benefits from use
R&D profit contribution Product gross margin x gross margin contribution rate of products by customers)
amount calculated using environmentally-friendly points

Electric power consumption of a product x number of

Total electric power

products sold
(3) Formula for Secondary Effects Electric power cost (Total electric power for old models — total electric power
Contribution to value- Gross profit on sales x environmental conservation costs / reduction effect for new models) x electric power unit cost
added productl_on selling, general and admlnllstratlve expenses, etc. Waste disposal cost (Weight of collected products — weight of final waste) x
Effects on media Area of newspaper advertisement / newspaper page area x reduction effect outside disposal unit cost
coverage advertisement cost per page
Effects of environmental Number of people attending internal environmental
education education seminars x seminar fee for outside participants
Publicity from environ- Number of visitors to environmental Web site x unit price of
mental advertisements the sustainability report
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