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Please look at page 2. For the fiscal 2014 first quarter, sales reached 534 billion yen, a new high for the historical first quarter sales, 

based on the fuel cost adjustments to gas prices and increased sales volume. Operating income, ordinary income and net income all 

increased and marked the highest record. 

As I will refer the reason lately, it was mainly due to the 11.2 billion yen increase in gas gross margin, owing to the improved sliding 

time lag and increased sales volume of gas for industrial use. 

The 60.4 billion yen or 12.8% sales growth is due to factors including city gas sales and sales volume for electric power business, which 

increased by 45.3 billion yen and 12.7 billion yen respectively.  

The sliding time lag effect amounted to 29.5 billion yen due to yen depreciation against the level in the fiscal 2013 first quarter. It 

should be noted that the effect of tariff revision implemented in December 2013 was 4.4 billion yen; consisting of 3.7 billion yen for 

small-sized customers and 700 million yen for large-scale customers.  

On the other hand, the 40.4 billion yen or 9.3% increase in operating expense reflects the increase in city gas resource cost and costs 

associated with the electric power business by 34 billion yen by 8 billion yen respectively, due to reasons such as depreciation of yen.  

Reflecting the above, operating income increased 20.1 billion yen or 50.3% to 60 billion yen.  

Non-operating income/expenses remained almost flat against the fiscal 2013 first quarter, based on the 1.5 billion yen improvement in 

foreign exchange profit/loss due to the appreciation of Australian dollar and other factors, which was offset by the 800 million yen loss 

in equity -method due to the planned shutdown of a power plant.  

Reflecting this, ordinary income for the fiscal 2014 first quarter increased 20.0 billion yen or 50.5% to 59.6 billion yen.  

Extraordinary income/loss increased 4.9 billion yen, reflecting the gain on sale of non-current assets and other factors. In view of the 

confidentiality agreement with the buyer of the assets, we will not disclose the detailed information on the sale. 

As a result, net income for the fiscal 2014 first quarter increased 18.7 billion or 71.8% to 44.7 billion yen.  

Of note, the sliding time lag associated with resource costs improved by 14.1 billion yen as compared to the fiscal 2013 first quarter, 

and its contribution to the operating income amounted to 11.1 billion yen as indicated at the bottom of the table located in the middle of 

the page 2. 
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Moving on to page 3, the consolidated gas sales volume for the fiscal 2014 first quarter increased 270 million cubic meters or 8.0% from 

the fiscal 2013 first quarter level and reached 3,657 million cubic meters. The solid overall growth reflects the substantial 262 million 

cubic meter increase in gas sales volume for industrial power generation through the upgrade of gas turbines to combined cycle turbines 

at Tepco Kashima Power Station, which was partially offset by the 8 million cubic meters or 0.2% decline due to the high temperature 

effect.  

For your information, page 4 provides the gas sales volume including portion used in-house under tolling arrangement and the gas sales 

volume for industrial-use by power generation and general industrial, which are further broken down to Kashima area and other area. 
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I will briefly comment on the net sales and operating income by business segment and their components provided on pages 5 

and 6.  

The city gas segment saw 11.8 billion yen increase in operating income, mainly driven by the movement in gross margin, 

including 900 million yen decline due to high temperature, 2.3 billion yen increase due to the strong growth in industrial gas 

sales volume, 14.1 billion increase due to the improved sliding time lag as explained earlier, and 4.4 billion yen decline in gross 

margin as a result of tariff revision. 

Operating income from the electric power business segment grew significantly by 4.7 billion yen. Electric power sales volume 

increased substantially by approximately 2.7 billion kilowatt hour or 26% as there was no regular inspection at the Ohgishima 

Power Station.  

While the unit sales price increased along with the expansion of the economic frame, the electric power business segment 

achieved a substantial growth in operating income in line with the increase in sales volume, as the rise in resource costs were 

well-contained owing to the effects of beginning balance of inventories. 

We expect that the full-year operating income from the electric power business will decline, as there will be no benefit of 

inventories etc. in the second quarter and thereafter.    

Other energy segment achieved 1.5 billion yen increase in operating income, mainly due to the 1.0 billion yen growth in 

operating income from the LNG sales through the sliding time lag effect.   

The operating income for overseas business segment increased 1.7 billion, mainly due to the increased income at Pluto as a 

result of increased pricing. 
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Moving on to page 8, I will explain the full-year forecast in comparison with the initial plan provided in April 2014.  

Firstly, the sales volume was revised upward by 0.4% or 60 million cubic meters from the initial plan. Please refer to page 9 for detailed 

information. 

Residential gas sales volume for the fiscal 2014 first quarter was 45 million cubic meters short of the initial plan. However, considering 

the improving operation rate in the second quarter and thereafter, we revised the initial plan for residential gas sales volume upward by 5 

million cubic meters. As a result, the full-year forecast was revised downward by 40 million cubic meters in total. 

Commercial gas sales volume for the fiscal 2014 first quarter fell short of the initial plan by 11 million cubic meters, reflecting the 

stronger than expected trend for energy conservation. Assuming that this trend will continue further through the second quarter and 

thereafter, we revised the full-year forecast downward by 20 million cubic meters.   

As for industrial use, we revised the full-year forecast of sales volume for power generation upward by 272 million cubic meters, based on 

the strong first quarter sales volume to Tepco Kashima Power Station which exceeded the initial plan by 55 million cubic meters, and the 

assumption that the sales volume to Independent Power Producers is likely to exceed the initial plan in the second quarter and thereafter.  

On the other hand, gas sales volume for general industrial use for the fiscal 2014 first quarter fell short of the initial plan by 36 million 

cubic meters, based on which we removed from the current forecast the achievement of volume growth via economic recovery originally 

assumed in the forecast for the second quarter and thereafter. As a result, the full-year forecast was revised downward to 152 million cubic 

meters in total.  

Based on the above, total gas sales volume forecast for industrial use was revised upward by 120 million cubic meters against the initial 

plan.  

Please look at page 8 again. Despite the upward revision of gas sales volume, net sales was revised downward by 10 billion yen against 

the initial plan, and operating income upward by 3 billion yen.  

The decline in net sales is mainly because we assumed, considering the first quarter results, that despite the growth of sales volume for the 

city gas segment, the appreciation of yen will be faster than expected under the initial plan, and sales will decline by 7.6 billion yen due to 

the fuel costs adjustment to gas prices.  

The increase in operating income mainly reflects the 1.7 billion increase in segment income based on the 4.7 billion yen improvement in 

sliding time lag and 700 million yen gross margin via the growth in gas sales volume for industrial use, which is expected to be offset by 

the 3.8 billion yen decline in gross margin due to the temperature effect.   

As indicated in the bottom part of the table, the improvement in sliding time lag effect is mainly driven by the revision of the foreign 

exchange rate. The initial plan assumed 105 yen per U.S. dollar. Given actual exchange rate for the fiscal 2014 first quarter, we assumed 

the current trend to continue and changed the rate upward to 104.29 yen per U.S. dollar for the second quarter and thereafter.  

 Additionally, operating income from overseas business is revised upward by 1.3 billion yen. I will refer to this in conjunction with page 

11 and thereafter.  

 As a result, the operating income was revised upward by 3.0 billion yen from the initial plan. 
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For your information, page 10 shows the gas sales volume including portion used in-house under tolling arrangement and the gas sales 

volume for industrial-use by power generation and general industrial, which are further broken down to Kashima area and other area. 

 



Pages 11 and 12 provide the current forecast by business segment and the gap analysis between the current forecast and the initial plan.   

As mentioned earlier, operating income from the city gas segment is projected to increase by 1.7 billion yen.  

Additionally, there is no change to the initial plan for the electric power business segment.   

While it is difficult to identify the timing of resumption of operation of nuclear power stations, we developed a sales plan assuming that a 

few stations will resume operation in the autumn and thereafter. As such, the full-year electricity sales volume is forecasted at 

approximately 10.5 billion kilowatt hour, flat against the initial plan.   

Overseas business segment income was revised upward by 1.3 billion, mainly reflecting the upward revision of earnings at Pluto. 

 





For your information, pages 13 and 14 provide a full-year forecast by business segment in comparison with the fiscal 2013 financial results. 





Page 15 provides key indicators on a consolidated basis. As planned initially, the total payout ratio is assumed at approximately 60% for the 

fiscal year 2014, unchanged from the fiscal year 2013. 
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For your information, pages 17 through 19 provide the fiscal year 2014 half-year forecast.  
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