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First, I will explain the overview of our financial results for the first half of fiscal year 2014. As 

shown on Slide 2, we recorded year-on-year sales and income growth for the first half. This was our 

fifth consecutive period for net sales growth and our third for income growth. Operating income, 

ordinary income and net income all increased and marked the highest record in the first half of fiscal 

year.  

Net sales increased by 10.4% or 97.5 billion yen year-on-year, to 1, 031 billion yen. 

Looking at drivers for the sales growth, a 11.0% increase in city gas (+73.2 billion yen) year-on-year 

was mainly attributable to a 7.8% increase in city gas sales volume (+519 million cubic meters) as 

well as an improvement in sales unit prices under the gas rate adjustment system by 41.1 billion yen 

resulting from a rise in LNG price under the depreciation of the yen by 4.15 yen per US Dollar.   

In addition, revenues in the electric power business increased 24.8% (+16.6 billion yen), due to a 

11.6% increase in electricity sales volume and a rise in unit sales prices. 

On the other hand, operating expenses rose by 91.5 billion yen or 10.6% to 956.4 billion, due mainly 

to a 17.8% increase in city gas resource cost (+72.9 billion yen) as well as a 35% rise in costs 

associated with the electric power business (+15.2 billion yen). 

As a result, operating income rose 8.9% year-on-year, to ¥74.5 billion, and ordinary income increased 

11.8%, to ¥72.6 billion.   

Extraordinary income increased 11.8 billion yen year-on -year, reflecting the gain on sale of land and 

securities in amount of 5.4 billion yen and 4.6 billion yen, respectively.  

As a result, net income increased 33.3% to ¥57.0 billion. 

In addition, the sliding time lag associated with resource costs improved by 3 billion yen to as 

compared to the fiscal 2013 first half (+10.9 billion yen), and its contribution to the operating income 

amounted to 13.9 billion yen. 
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Next, let us look at gas sales volume. 

As shown in the lower right-hand corner of Slide 3, the number of users increased 143,000 

or 1.3% over the past year. The net increase in the number for the first half was an increase 

of 10,000 or 21.7%. 

Gas sales volume for the first half increased 519 million cubic meters or 7.8% year-on-year, 

to 7,192 million cubic meters. 

Residential gas sales volume increased by 2.7% to 1,284 million cubic meters, due to an 

increase in the number of household users an improved hot water demand affected by cooler 

temperature in summer season than the previous year. 

Commercial-use sales volume decreased by 3.8% to 1,324 million cubic meters, due mainly 

to a decline in demand for air-conditioner resulting from cooler temperature in summer 

season, further energy saving measures by users and a decrease in the number of gas usage 

days from the same period a year earlier attributable to gas meter reading schedule. 

Industrial-use gas sales volume increased by 16.1% to 3.626 million cubic meters driven by a 

growing demand for electric power generation mainly in the Kashima area  

Additionally, note that the demand for general industrial-use in areas other than Kashima 

dropped 2.8% year-on-year. Therefore, we do not see that an improvement in capacity 

utilization by users is attributable to the so-called Abenomics effects.  

Wholesale sales volume was 923 million cubic meters, an increase of 3.9% or 35 million 

cubic meters year-on-year, due mainly to a growing demand from wholesale suppliers.  

This figure includes an increase in sales volume of 84 million cubic meters for electric 

power-generation-use. 
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Slide 4 shows gas sales volume including the portion used in tolling, which is not 

recorded in gas sales volume.  

Including this portion, the real total gas volume increased by 8.2% or 607 million cubic 

meters year-over-year. 



Then I will explain operating results by segment. 

Slide 5 shows net sales and operating income/loss by segment, with year-on-year 

comparisons 

Operating income increased in most segments. The reasons for increases and 

decreases in operating income of each segment are outlined on the following slid. 



Operating income for city gas segment grew 1.3% or 800 million yen year-on-year. 

This increase was driven by an increase in gas sales volume of 5.2 billion yen and the 

sliding time lag effect of 3 billion yen, as I explained earlier, as well as a decrease in 

salaries and benefits of 2.7 billion yen due mainly to a drop in amortization of 

actuarial gain or loss of pensions, which more than offset the effect of this tariff 

revision introduced in December 2013 on earnings by 9.4 billion. 

Operating income for gas appliances and installation segment decreased 22.4% or 

600 million yen year-on-year, due mainly to a drop in sales of GHP and a fading of a 

surge in consumer spending after the introduction of consumption tax. 

Operating income in electric power business segment grew 20.7% or 2.1 billion yen 

year-on-year, due mainly to a significant increase in electricity sales volume of 11.6% 

or 5.3 billion kilowatt hour caused by an improvement in capacity utilization 

especially by shortening regular inspection period at each power plant, which more 

than offset a rise in resource costs.  

Operating income for overseas business segment saw a significant increase of 119.0% 

or 2 billion year-on-year, mainly due to the increased income in Pluto and Barnett. 
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Next, on Slide 8, I will discuss our full-year forecast for FY2014. 

We have revised our full year earnings forecast announced in July 2014. We made upward revision on net sales and income 

items. However, we expect that net sales would increase but net income would drop from the previous fiscal year. 

With regard to the economic assumptions framing our consolidated results forecast for FY2014 which are shown in the 

lower left-hand corner of the page, we anticipate a crude oil price of $100 per barrel and a foreign exchange rate of ¥110/$ 

for the second half of the fiscal year, revising the previous forecast by a drop of 5.13 USD per barrel and by a depreciation 

of the yen against USD by 2.22 yen for the full year.  

With regard to our full-year gas sales volume forecast, based on the actual results up to the second quarter in particular for 

an increase in wholesale sales volume and strong demand for industrial power generation in summer season, we made an 

upper revision by 0.4% or 60 million cubic meters to 16,387 million cubic meters against the previous forecast. 

We expect that gas sales volume for industrial power generation would increase 0.9% 

We expect that full year net sales would increase by 0.1% or 3 billion yen to 2,291 billion yen from the previous forecast. 

This upward revision reflects a drop in sales in city gas segment due to the review of the economic assumptions framing our 

consolidated results forecast as I explained earlier as well as an increase in sales for electric power business and overseas 

business segments.   

We have reduced our forecast for operating expenses by 0.4% or 9 billion yen from the previous forecast, mainly to reflect 

lower city gas resource costs by 10.7 billion yen resulting from the review of the economic assumptions framing our 

consolidated results forecast. 

As a result, operating income for the full year was revised upward by 9.0% or 12 billion yen to 145 billion yen from the 

previous forecast, and ordinary income was revised upward by 8.7% or 11 billion yen to 137 billion yen. 

Net income was revised upward by 6.2% or 6 billion yen to 103 billion yen from the previous forecast. 

In addition, extraordinary gain is almost the same as the previous forecast. 

Sliding time lag effect stemming from changes in resource costs was revised to 10.8 billion yen by an increase of 7.5 billion 

from the previous forecast of a 3.5 billion yen surplus from a year-earlier. 

 

Note, however, that sliding time lag effect stemming from changes in resource costs is just an expected value. In particular, 

the average value in Japan is computed by us. Since the value is expected to fluctuate in the future, we will update the value 

in each earnings announcement based on our latest forecast.  
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Now I will move on to our full-year gas sales volume forecast. 

As I explained earlier, we made a small upward revision of our full year forecast on consolidated 

gas sales volume for fiscal year 2014 by 0.4% or 60 cubic meters to 15,387 cubic meters. 

Then I will explain the breakdown of our full year forecast on consolidated gas sales volume. 

Regarding the forecast temperature, we computed the average figure based on historical data for ten 

years as we did in the previous forecast. The forecast temperature for the full year is 16.9 degrees 

Celsius, as the same as the previous forecast. 

We have remained the precious forecast on residential gas sales volume for the second half, and 

incorporated the effect from the actual difference due to lower temperature in the second quarter. As 

a result, residential gas sales volume was revised upward by 0.4% or 14 million cubic meters from 

the full year previous forecast.  

Commercial gas sales volume for the first half fell short of the initial plan, reflecting the stronger 

than expected trend for energy conservation. Assuming that this trend will continue further through 

the second half, we revised the full-year forecast downward by 1.0% or 28 million cubic meters.  

In the industrial use, given that power generation demand exceeded the previous forecast, we 

revised upward revision by 0.4% or 25 million cubic meters. 

Looking at the breakdown of industrial use gas sales volume forecast by use, gas sales volume for 

general industrial use for the full year was revised downward by 19 million cubic meters as a result 

of incorporating the actual difference from the previous forecast (shortage of 18 million cubic 

meters) while we remained the precious forecast on gas sales volume for general industrial use. 

We revised the full-year forecast of sales volume for power generation upward by 44 million cubic 

meters from the previous forecast, based on the strong first half sales volume to Tepco Kashima 

Power Station through the upgrade of gas turbines to combined cycle turbines. 



In respect of wholesale sales volume, given that the demand from wholesale customers has 

been consistent, we have revised upward for our full-year forecast for wholesale sales 

volume by 2.5% or 49 million cubic meters from the previous forecast. 
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Slide 10 shows our forecast for gas sales volume including the portion used in tolling, 

which indicate almost the same as the previous forecast. 



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

Slide 11 gives comparisons of our full-year forecasts for net sales and operating 

income/loss by segment, with comparisons with our previous forecasts. We have 

revised upward for operating income in most segments. 

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

presented in the next slide. 



We expect that operating income for city gas segment would improve by 6.4% or 8.3 

billion, due mainly to an effect from the sliding time lag associated with resource 

costs by 7.3 billion yen based on the review of the economic assumptions framing our 

consolidated results forecast. 

We expect that operating income for electric power business would increase 12.8% or 

1.9 billion yen, due mainly to a reduction in unit fuel cost and an increase in unit sales 

price. 

We expect operating income for other energy segment would grow by 21.0% or 1.4 

billion, due mainly to an increase in LNG sales by 1.6 billion through the sliding time 

lag effect based on the review of the economic assumptions framing our consolidated 

results forecast. 



For your information, Slide 13 and 14 provide a full-year forecast by business 

segment in comparison with the fiscal 2013 financial results.  





Slide 15 indicates the latest information on the use of cash flow for the fiscal 2014. 
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Our funding plan for FY2014 is shown on slide 16. I will not go into details, except to 

say that we are forecasting a roughly 28.2 billion yen year-on-year increase in interest 

bearing debt as of the fiscal year-end, to 742.0 billion yen.  

This is 31 billion yen less than our initial plan. This is due to a better than expected 

income and a decrease in working capital resulting from a decline of crude oil prices 

Although we expect that our externally-raised capital would decrease significantly from 

the initial projection of 125 billion yen to 84.3 billion due to strong income exceeding 

the initial projection, I ask your debt investors to support us by providing funds 

continuously in future.  



On Slide 17, 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 continuously accomplished this goal each year since 

FY2006. 

If we are able to achieve our FY2014 results as planned, we expect to pay 24.4 

billion yen in dividends for FY2014, and based on our policy of a total payout ratio 

of 60%, to purchase treasury stock in the amount of 37.4 billion yen. 

We will pay a 5 yen per share interim dividend for 1H FY2014 and plan to pay a 10 

yen per share for FY 2014.  

 



Slide 18 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 FY2014, at 10.0% from the preceding fiscal year.  

 

Finally, as you already know, we announced key measures for the fiscal 2015 

through 2017 towards the realization of the "Challenge 2020 Vision" through press 

announcement. 

Since you are already familiar with the vision, I would like to skip the details. 

However, I commit that we will achieve sustained growth and improve sustained 

growth of our company to meet your expectations through steady implementation of 

the key measures consisting the principles: (1) Evolve the Total Energy Business (2) 

Accelerate Global Business Development (3) Construct a New Group Formation.  
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