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At today’s briefing, I would first like to announce the tariff revisions that we notified the Ministry 

of Economy, Trade and Industry of today, followed by a summary of our FY2013 2Q results and 

our forecasts for the FY2013 full year, and finally an update on the progress being made under our 

Challenge 2020 Vision. 





. Today Tokyo Gas notified METI of changes to our service agreement, the main component of which will be an 

average overall reduction of 2.09% from the current combined tariff levels for the service agreement and optional 

agreement for small-volume customers in the Tokyo district, effective December 10, 2013. 

These tariff revisions are being implemented to return to customers, as quickly as possible, the results of increased 

gas sales volume from successful marketing efforts and fixed cost reductions achieved through ongoing efforts to 

enhance management efficiency, which we expect to emerge going forward. 

Given customers’ and society’s increasing expectations for natural gas, as well as the recent trend of rising energy 

costs, we aim to make it even easier to use natural gas, which has the advantages of a stable supply, environmental 

friendliness, and convenience. 

We will reduce the service agreement tariff by an average of 1.59% per m3. For a standard household using an 

average of 32 m3 per month, this works out to reduction of ¥119 per month, or 2.04%. 

We are also introducing a new, additional “discount for direct bank account deduction” of ¥53 for customers who 

pay their monthly gas bill by direct bank account deduction, bringing the reduction for a standard household to 

¥172 per month, or 2.95%. 

For the optional agreement, we are reducing tariffs by 3.13% per m3 including the discount for direct bank 

account deduction. 

I would also like to say a bit more about the new discount for direct bank account deduction. 

This is an optional agreement for a discount that is automatically applied to gas tariffs for customers with a “main 

contract eligible for discounting,” and who pay their monthly gas bill by direct bank account transfer. We are 

introducing this discount to promote payment by bank account transfer, with the aim of reducing invoice 

collection costs and thereby increasing the efficiency of our business operations. 

The amount of the discount is ¥53 (including tax) per contract. 

We will need to make arrangements with financial institutions and some time will be required to notify customers, 

however, so we intend to apply this discount from the March 2014 meter reading. 

With regard to the effect of this tariff revision on earnings, we are factoring in a four-month impact of ¥6.0 billion 

for the current fiscal year. This breaks down as approximately ¥5.0 billion in regulated areas and ¥1.0 billion in 

non-regulated areas. 

For fiscal 2014, we are forecasting an impact of approximately ¥15.0 billion in regulated areas and roughly ¥5.0 

billion in non-regulated areas. The effect in non-regulated areas will depend on negotiations with customers going 

forward, however, so this figure is not fixed at this time. 
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Next I will move on to our financial results. As shown on Slide 6, we recorded year-on-year sales 
and profit growth for the first half. This was our fourth consecutive year of 1H sales growth and 
our second for profit growth, for record 1H net sales and net income. 
 
Net sales rose ¥69.8 billion year-on-year, to ¥933.5 billion. This included a ¥36.3 billion increase 
in city gas sales from higher unit sales prices in line with higher resource costs, and a ¥12.9 billion 
increase in LNG sales from growth in sales volume. 
 
At the same time, operating expenses grew ¥66.3 billion, to ¥864.9 billion, from a ¥36.0 billion 
increase in city gas resource costs and a ¥12.3 billion increase in costs for LNG sales. 
 
As a result, operating income rose ¥3.5 billion, to ¥68.5 billion. After accounting for non-
operating items, ordinary income declined ¥2.1 billion, to ¥64.9 billion. 
 
In terms of extraordinary items, in FY2012 1H we recorded a ¥2.9 billion gain from the sale of 
shares of subsidiaries and affiliates and a ¥5.1 billion loss on valuation of investment securities, 
etc., while in FY2013 1H we recorded an impairment loss of ¥2.0 billion as an extraordinary loss. 
 
We also saw a year-on-year decrease in income taxes for the first half, however, and as a result net 
income grew ¥2.8 billion, to ¥42.7 billion. 
 
The sliding time lag effect stemming from changes in resource costs increased ¥10.1 billion, to a 
¥10.9 billion surplus from a year-earlier ¥0.8 billion surplus. 
 
The amortization of actuarial differences in pension asset accounting was a ¥1.1 billion expense, 
compared with a ¥2.2 billion expense in FY2012 1H, boosting profit by ¥1.1 billion year on year. 
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Next, let us look at the year-on-year comparison for gas sales volume. 

 

On a consolidated basis, gas sales volume declined 325 million m3, or 4.6% year on 

year, to 6,673 million m3. 

 

Residential-use sales volume declined 6.4%, to 1,250 million m3, on reduced demand 

for heating and hot water from higher temperatures compared with FY2012 1H. 

 

Commercial-use sales volume was roughly flat year-on-year, with a 0.5% decline, to 

1,377 million m3. 

 

Although industrial-use sales volume saw the development of new demand from the 

opening of the Chiba-Kashima Line and growth in demand for electric power 

generation, the shift to a tolling contract for gas sales to Nijio’s Ohgishima Power 

reduced sales volume by 464 million m3, for an overall decline of 7.0%, to 3,123 

million m3. 

 

Wholesale sales volume was basically flat year-on-year, with a 0.4% increase, to 923 

million m3. 
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Slide 8 shows gas sales volume including the portion used in tolling, which is not 

recorded in gas sales volume. Including this portion, total gas volume grew 2.0%, to 

7,416 million m3 year-on-year. 

 

This slide also shows the breakdown of industrial-use gas sales volume by the 

Kashima area and other areas, and by electric power-generation-use and general 

industrial-use, with year-on-year increases/decreases. The shift to tolling at 

Ohgishima Power had a major negative impact of 464 million m3. 

 



Next, I would like to discuss our segment results. 

 

Slide 9 shows net sales and operating income/loss by segment, with year-on-year 

comparisons. 

 

The reasons for increases and decreases in operating income of each segment are 

outlined on the following slide. 

 



Please turn to slide 10. 

First, operating income at the city gas segment grew ¥1.3 billion. Volume declined 

from the temperature effect and the shift to tolling, but profit was boosted by the 

sliding time lag effect, along with progress in amortization and depreciation, and 

personnel expense reductions. 

Operating income rose ¥1.5 billion at the gas appliance and installation segment, 

mainly because of solid ENE-FARM and TES sales. 

At the other energy segment, the electric power business recorded a ¥1.8 billion 

increase in operating income. Electric power sales volume remained solid, with a 

slight year-on-year increase. On the other hand, this includes ¥2.5 billion of operating 

income at the Nijio Gas division that was included in the city gas segment last year, 

but moved to the electric power segment with the shift to tolling, so actual operating 

income declined ¥0.7 billion. This was mainly because of differences in unit sales 

prices. 

Operating income at the overseas business declined ¥0.2 billion. The effect of full 

production at TG Pluto and the addition of Barnett to the scope of consolidation from 

FY2013 boosted profit by ¥1.6 billion, but a ¥1.8 billion decrease in interest received 

from TG Bajio resulted in an overall decline. 

Net non-operating income deteriorated ¥5.5 billion, mainly because of a ¥4.2 billion 

foreign exchange loss at TG Australia Group from the AUD’s depreciation against the 

USD, and a ¥2.2 billion decrease in earnings from payments for the construction of 

dedicated facilities of pipelines for large-volume customers outside supply areas. 
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Next I will discuss our full-year forecast for FY2013. The table in the slide also shows year-

on-year comparisons, but I will discuss changes from our previous forecast announced at the 

1Q presentation. Please note that the arrangement of the columns in the table is different than 

in the slide for 2Q results. 

Compared with our previous forecast, on a net income basis we have lowered our sales 

forecast and raised our profit forecast for FY2013. 

We have reduced our forecast for gas sales volume by 0.7%, and I will discuss the details of 

this next. 

For net sales, although we expect a sales increase in the electric power business, we have 

reduced our sales forecast by ¥16.0 billion, due to a lower estimate for the city gas business’s 

overall gas sales volume. This also includes a ¥6.0 billion negative impact from gas tariff 

revisions. 

We have reduced our forecast for operating expenses by ¥14.0 billion, mainly to reflect lower 

city gas resource costs. 

We have raised our forecasts for all segments other than city gas, but with a ¥9.4 billion 

reduction to our projection for the gas gross margin, we have reduced our forecasts for 

operating income and ordinary income by ¥2.0 billion each. 

Taking into account the difference in our income tax estimate, we now see net income coming 

in ¥2.0 billion higher than previously forecast. 

The assumptions underlying our forecast are unchanged from the previous forecast; from 

October we expect a crude oil price of $110/barrel and an exchange rate of ¥100/US$. 
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Now I will move on to our full-year gas sales volume forecast. Also, please refer to 

the attached reference materials for comparisons of our 2H forecast with the previous 

2H forecast. 

We have reduced our forecast for total gas sales volume by 107 million m3, or 0.7%, 

to 14,483 million m3. We have reduced our 2H forecast by 48 million m3, mainly in 

industrial-use and wholesale gas sales volume in light of 1H results. 

At the residential-use sector, we have left our 2H projection unchanged, but lowered 

our full-year forecast 34 million m3, to 3,426 million m3, to reflect lower-than-

anticipated demand for hot water because of hot summer temperatures. 

At the commercial-use sector, hot summer temperatures increased demand for air 

conditioning, so we have left our 2H forecast basically in place but raised our full-

year forecast by 21 million m3, to 2,813 million m3. 

We have reduced our forecast for the industrial-use sector by 62 million m3, taking 

into account actual 1H utilization for both general industrial-use and electric power 

generation-use sales volume. This breaks down as a 25 million m3 reduction for 

general industrial-use and a 38 million m3 reduction for power generation-use. Of the 

total reduction, 30 million m3 is for 2H. 

Based on capacity utilization by our wholesale customers, we have reduced our full-

year forecast for wholesale sales volume by 30 million m3, of which 21 million m3 is 

for 2H. 
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Slide 14 shows our forecast for gas sales volume including the portion used in tolling, 

which is not recorded as gas sales volume. For total gas volume, including this 

portion, we have reduced our previous forecast by 0.6%, to 15,991 million m3. 



The next slide shows our full-year forecasts by business segment. 

 

Slide 15 gives comparisons of our forecasts for net sales and operating income/loss 

by segment, with comparisons with our previous forecasts. 

 

The reasons for increases and decreases in operating income of each segment are 

presented in the next slide. 



Please turn to Slide 16. 

 

We have reduced our forecast for operating income at the city gas segment by ¥7.5 

billion, to reflect our lower forecast for gas sales volume and the ¥6.0 billion effect of 

tariff revisions. 

 

At the gas appliances and installation segment, we have raised our profit forecast by 

¥1.7 billion, mainly because of an increase to our projection for unit sales of GHP. 

 

We now expect slightly higher electricity sales volume, and have raised our profit 

forecast for the electric power business by ¥0.7 billion. 

 

We have raised our forecast for operating income at the overseas business by ¥0.5 

billion, mainly because we have raised our previous projection for interest received 

from TG Bajio by ¥0.5 billion. 



For your reference, slides 17 and 18 analyze our full-year segment forecasts for 

operating income and ordinary income, with comparisons with FY2012 results. 



. 



Next I will discuss the differences from our initial plan for the use of cash flow in 

FY2013. For capital investment, we have reduced our initial plan for Tokyo Gas by 

¥4.1 billion, to ¥142.5 billion, and increased our plan for consolidated subsidiaries by 

¥1.0 billion, to ¥115.4 billion, and after eliminations in consolidation this resulted in 

a ¥4.0 billion reduction, to ¥254.0 billion. 

 

Meanwhile, our initial plan for investments and loans of ¥11.7 billion is unchanged. 

 

We plan to return ¥62.7 billion to shareholders. We have already paid ¥14.1 billion as 

a year-end dividend for FY2012 and repurchased treasury stock shares in the amount 

of ¥36.0 billion during FY2013, and we intend to pay ¥12.5 billion as a ¥5 per share 

interim dividend for FY2013. 
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Our funding plan for FY2013 is shown on slide 20. I will not go into details, except to 

say that we are forecasting a roughly ¥70.0 billion year-on-year increase in interest 

bearing debt as of the fiscal year-end, to ¥712.0 billion. This is ¥4.0 billion less than 

our initially planned ¥716.0 billion. 



Slide 21 lists key indicators on a consolidated basis. I will skip the details, except to 

note that we expect to maintain a double-digit ROE for FY2013, at 10.8%. 



Turning to slide 22, I will discuss our returns to shareholders. 

 

Included in our financial policy is the target of maintaining a total payout ratio of 

roughly 60% each year through FY2020, with returns to shareholders being made in 

the form of dividends and treasury stock purchases. 

 

As shown in the chart, we have cleared this target each year since FY2006, and in 

FY2012 we implemented a ¥1 per share dividend increase. 

 

If we are able to achieve our FY2013 results as planned, we expect to pay ¥25.1 

billion in dividends for FY2013, and based on our policy of a total payout ratio of 

60%, to purchase treasury stock in the amount of ¥36.7 billion. 

 





Moving on, I would like to update you on our progress since 1Q under the Challenge 

2020 Vision. 

 

In terms of gas resource procurement and overseas businesses, the Cove Point LNG 

Project in the United States, with which we have concluded an LNG purchasing 

agreement, received approval from the U.S. Department of Energy in September for 

LNG exports to non-Free Trade Agreement countries. 

 

With regard to production and distribution, we have completed construction of the 

Ohgishima No. 4 LNG Tank, with storage capacity of 250,000kl, and we plan to 

commence full-scale operations from November 2013. 

 

In the area of energy solutions, we have recently developed with Panasonic the 

world’s first ENE-FARM home fuel cell for condominiums, and have begun 

accepting orders. 

 

 



Finally, I would like to discuss our outlook for medium- to long-term earnings 

following the tariff revisions. 

 

With these tariff revisions, a one-time profit decline in FY2014 will be unavoidable. 

 

Nevertheless, with an improvement in the gas gross margin from increased sales 

volume and a contribution from earnings growth at overseas businesses more than 

offsetting the increase in depreciation from the Hitachi LNG terminal, we expect 

consolidated net income in FY2016 to recover to the FY2013 level. 

 

In addition, looking ahead to FY2020, even with the decrease in excess profit from 

small-volume customers, with a solid boost to earnings from increased gas sales and 

growth in earnings from the overseas and electric power businesses, we expect to 

exceed our final-year target for FY2020 consolidated net income under the Vision. 
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