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Please turn to page 2. For the third quarter ended December 31, 2013, net sales rose to a record-high 
¥1,435.3 billion from the gas rate adjustment system offsetting the effects of the depreciation of the yen. 
However, operating income, ordinary income and net income all declined. As explained below, this was 
mostly caused by the reduction in residential gas sales volume from the high temperatures during the first 
half, with a year-on-year decline of 141 million m3, that is, a ¥11.2 billion drop in gas gross margin from 
the unusually hot weather. Regardless, operating income, ordinary income and net income were all the 
third highest on record for the nine-month period.  
Net sales rose by ¥99.9 billion or 7.5%, with sales of city gas up ¥46.0 billion, LNG sales up ¥18.2 billion, 
mostly from higher volume, and sales from overseas business up ¥5.8 billion. The net sales include ¥86.7 
billion from the impact of the slide time lag under the gas rate adjustment system, compensating for the 
depreciation of the yen. The rate reduction implemented in December lowered gas fees by ¥600 million, 
with reductions of about ¥250 million for small-volume and ¥350 million for large-volume customers.  
Meanwhile operating expenses increased ¥111 billion or 9%, with raw materials costs for city gas rising 
¥56.7 billion and raw materials costs for LNG sales up ¥17.5 billion from the depreciation of the yen, and 
higher operating expenses of electric power sector , etc.  
As a result, operating income declined ¥11.2 billion or 11.3% to ¥87.8 billion.  
Non-operating income worsened ¥7.3 billion with ¥5.7 billion in foreign exchange losses from the 
depreciation of the Australian dollar and other exchange rate developments, and the absence of the ¥2.2 
billion in earnings from dedicated facilities of pipelines  for the Tokyo Electric Power Kashima Thermal 
Power Station received the previous fiscal year.  
Consequently, ordinary income decreased ¥18.6 billion or 18.3% to ¥83.1 billion. 
Extraordinary income was down ¥3.3 billion, as there was nothing to replace the ¥2.9 billion profit on 
securities sales from the IPO of Gas Malaysia the previous year. Although there were also ¥1.8 billion in 
extraordinary losses from new write-offs of Tokyo Gas Wondership, which is scheduled to close, there was 
an improvement of ¥1.8 billion from the cancellation of the ¥3.4 billion loss on valuation of investment 
securities the previous fiscal year, and so extraordinary income and loss worsened ¥1.4 billion. As a result, 
net income after tax declined ¥8.9 billion or 13.8% to ¥55.1 billion.   
The impact of the slide time lag from changes in raw materials prices improved ¥4.4 billion to contribute 
¥17.6 billion to operating income.   
As of the end of December, the return on pension funds was 0.06% compared with the annual target of 2%. 
This return is low compared with that at other companies since Tokyo Gas has shifted to funds 
management centered on bonds to realize more stable profits, while stock prices are rising. The assumed 
discount rate for the end of the fiscal year of 1.6% is 0.2% more than the previous year, with a pension 
actuarial difference of plus ¥3.2 billion, which would reduce compensation next fiscal year by ¥3.2 billion, 
but since future interest rates are uncertain this should be viewed as a reference value at present.  
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Page 3 shows that during the third quarter gas sales volume declined 695 million m3 or 6.4% year-on-year 

to 10,130 million m3. The decline from warm temperatures was ¥141 million m3 or 1.3%, and switching 

some gas sales volume to electric power companies to tolling arrangements with consigned sales of 

electricity reduced gas sales by 709 million m3 or 6.5%. So while new electric power plant operation from 

fuel conversion boosted gas sales by 194 million m3 or 1.8%, the overall gas sales volume declined.  

As shown in the middle of page 4, the real gas sales volume after excluding the accounting effects from 

changes to tolling arrangements was down just 45 million m3 or 0.4%. And if the effects from the high 

temperatures are excluded, the real volume rose 0.9%. This is a low growth rate, considering the past 

performance of 3% to 4% per year. The background to this includes individual factors such as temporary 

reductions of operations from problems at large-scale electric power plants, suspensions of operations for 

improvement to combined cycle turbines, and delayed implementation of periodic maintenance; a slack 

supply-demand balance from the initiation of operations at coal-fired power plants; and lower 

cogeneration operating rates.  

 



4 



Pages 5 and 6 present the net sales and operating income by segment, and their causes, and I will make a 

few simple comments.  

The reasons for the sales increase are ¥86.7 billion from higher city gas unit prices under the gas rate 

adjustment system and a ¥34 billion decline in city gas sales consolidated segments adjustments from the 

switch to a tolling arrangement at the Ohgishima Power Station. The increased revenue in gas appliances 

and installation work resulted from increased gas appliance installation volume from the acceleration in 

new housing, and from sales of ENE-FARM and TES hot water systems. The lower real estate sales were 

the result of lower rents at rental buildings. In the other segment, sales rose in overseas business from the 

launch of production at the Pluto project and from the purchased Barnett shale gas fields, but declined ¥1.9 

billion from lower financing interest from our Mexican power plant subsidiary, for an overall increase of 

¥5.8 billion. In the Engineering sector, sales fell ¥9.2 billion with the completion of construction of a 

large-scale LNG terminal, but rose ¥2.3 billion from higher transportation fees in the LNG tanker business.  

The main reason for the decline in operating income was the reduction in residential-use city gas sales 

volume, which has a high gas gross margin. In the electric power sector, the shift to tolling arrangements 

does not affect the consolidated income and expenses overall, but ¥3.7 billion in gas sector profits last 

fiscal year are shifting to the electric power sector this fiscal year. So, operating profits in the electric 

power business declined by ¥3.8 billion essentially from the previous fiscal year. This is mostly because 

while unit prices rose, the volume of electricity power sales declined 5.1% year-on-year from shutdowns at 

electric power plants for periodic maintenance. In other sectors, profits declined from lower sales. 
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Continuing, page 8 shows the projected income and expenses for the full fiscal year, which I will explain in comparison 

with the projection presented in October last year.  

First, regarding the sales volume, the year-on-year projection has been revised upwards by 0.9% or 126 million m3. See 

page 9 for the details.  

The residential and commercial use projections have been revised upwards by 14 million m3 and 11 million m3, 

respectively, considering that the percentage of meters with active contracts is rising and the temperatures in December and 

January were colder than previously projected.  

The industrial use projection was revised upwards by a total of 92 million m3 because gas sales to the steel sector are better 

than projected from an increase in operations and because the construction works changing from gas to combined cycle 

turbines at Tokyo Electric Power’s Kashima thermal power station, which is scheduled to begin operations from next fiscal 

year, are advancing smoothly and the trial operation schedule has been moved forward.  

The wholesale use projection was revised upwards 8 million m3, mostly reflecting the differences versus projections in the 

performance through the third quarter. 

Now please go back to page 8. Although the gas sales volumes are revised upwards as I just explained, the year-on-year 

operating income projection is revised downwards by ¥9.0 billion to ¥150 billion. 

This is mostly because of differences in the presumed exchange rate, as shown on the bottom part of the table. The prior 

projection assumed an exchange rate for the second half of ¥100 per dollar. The depreciation of the yen has advanced, so the 

new projection assumes a rate of ¥102.73 yen per dollar this time and ¥105 per dollar for the fourth quarter. Consequently, 

the projected effect of the slide time lag in the second half worsened by ¥11 billion versus the prior projection. 

Also, in non-operating income and expenses, the projected foreign exchange loss has worsened by ¥1.2 billion to ¥5.3 

billion reflecting the recent depreciation of the yen and the Australian dollar. 

As a result of these developments, the ordinary income projection has been revised downwards by ¥10 billion to ¥143 

billion, and the net income projection has been revised downwards by ¥6.0 billion to ¥97 billion.  

As I mentioned before, this fiscal year along with the price differential from Sakhalin II and Pluto, with the high prices for 

spot procurement by electric power companies, the JT differential is resulting in an extremely large over-collection. The 

outlook for electric power spot procurement is presently unclear. However, the price outlook from next fiscal year does not 

take into account the price revisions for both the Sakhalin and Pluto projects, so the JT differential is likely to greatly 

decline. Also because the yen is highly likely to depreciate further under the foreign exchange rate trend, the time lag 

between raw materials costs and customer fees does not warrant optimism. The outlook for the specific level of the slide 

time lag differential next fiscal year will be announced at the time of the April settlement, since no concrete figures can be 

presented at this time. 
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Pages 11 and 12 show the projections by segment and the main reasons for changes.  

In the city gas segment, as I explained before, with ¥2.2 billion from sales volume increases, negative ¥11 

billion from the slide time lag differential, and ¥2.2 billion reductions in fixed expenses from raising 

capital to reduce gas rates, operating income is projected to decline by ¥6.6 billion. The rate reductions 

during the fiscal year are projected to reduce fees by ¥6.3 billion, with reductions of ¥4.7 billion for small-

volume customers and ¥1.6 billion for large-volume customers, but the projection from the interim period 

is an increase of ¥300 million.  

Reflecting firm new housing construction, gas appliances and installation works are projected to increase 

by ¥800 million.  

Also, electric power business sales volume was projected to increase by 0.4%, but with the rise in fuel 

costs this will lower profits by ¥400 million. In the other energies segment aside from electric power, the 

outlook for the LNG sales business was revised downwards by ¥1.5 billion from higher raw materials 

costs, while that for the energy service business was revised upwards by ¥1.1 from increased volume.  

In the other segment, overseas business was revised sharply downward by ¥3.4 billion. This is because the 

Barnett depreciation costs rose from an erroneous initial projection and lower profits from Pluto.  

 









Page 15 shows the application of cash flow, Page 16 presents the funds plan, and Page 17 the main 

quantitative data. Please refer to these for the details. The decline in capital investment is from changes in 

processes and cost reduction effects. The financing and investment amount is ¥20.3 billion because this 

does not project ¥20 billion for unnamed projects. 
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