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Accounting for Emission Trading — Challenge in Japan
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Summary
In the “PITF No.15 Tentative Solution on Accounting for Emission Trades”, the Accounting Standards
Board of Japan hold the view that the investment in emission credits shall be recorded at its acquisition cost,
subject to impairment test (as an intangible fixed asset) or at lower of cost or market (as an inventory)
because the nature of the investment is investment in business in principle. However, the view does not
seem persuasive because Japanese business entities are not subject to any cap on its emission. As there
are some exchanges for emission trading in the world and emission credits are underlying assets of several
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derivatives, the market value of emission credits might be relevant for the user of financial statements.
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