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A Multifaceted Energy Growth Strategy — racet 1
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A Multifaceted Energy Growth Strategy — Facet 2
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A Multifaceted Energy Growth Strategy — Facet 3
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A Multifaceted Energy Growth Strategy — Facet 4
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Consolidated Balance Sheets

Tokyo Gas Co., Ltd. and Consolidated Subsidiaries
March 31, 2000 and 1999

Thousands of
Millions of yen U.S. dollars (Note 1)

ASSETS 2000 1999 2000
Property, plant and equipment (Notes 3 and 6):

Production facilities. . . .. ... ... .. ¥ 669,151 ¥ 669,814 $ 6,312,745
Distribution facilities . . . ....... ... .. . . . . 1,696,315 1,595,849 16,002,972
Service and maintenance facilities . . . . ............... 207,957 214,167 1,961,858
Other .. e 583,642 562,735 5,506,057
Construction in progress. . . ....cvvvii i 123,954 144,853 1,169,377
3,281,019 3,187,418 30,953,009
Accumulated depreciation . ......... ... ... L. (1,947,467) (1,844,624) (18,372,330)
1,333,552 1,342,794 12,580,679
Intangibles . . ... ... . 19,820 4,171 186,981
Investments and other non-current assets:
Investments in unconsolidated subsidiaries and
affiliated companies . ....... ... ... ... i i 11,661 11,715 110,009
Investment securities (Notes4and 6) . .................. 20,521 20,753 193,594
Deferred incometaxes . ........... ... . .. 41,560 - 392,075
Other investments and non-current assets ............... 65,289 84,023 615,935
Allowance for doubtful accounts. ...................... (1,382) (1,486) (13,038)
137,649 115,005 1,298,575
Current assets:
Cash and cashequivalents ............... ... ... ... 97,328 44,211 918,189
Marketable securities (Note 4) .. ..... ... ... .. ..., 2,310 3,396 21,792
Receivables:
Trade notesand accounts . ..., 125,512 114,804 1,184,075
Allowance for doubtful accounts . . . .................. (1,505) (1,501) (14,198)
Inventories (Note 5) .. ... . i 27,060 27,687 255,283
Deferred incometaxes . ........... ... ... 7,560 - 71,321
Other currentassets . ........ ... .. .. 55,800 56,879 526,416
Total currentassets . ......... ..., 314,065 245,476 2,962,878
¥1,805,086 ¥1,707,446 $17,029,113

See accompanying notes.
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Thousands of

Millions of yen U.S. dollars (Note 1)
LIABILITIES AND STOCKHOLDERS' EQUITY 2000 1999 2000
Long-term debt due after one year (Note 6)................ ¥ 843,634 ¥ 820,753 $ 7,958,811
Retirement benefits(Note 7) . ......... ... ... .. ... ... ... 106,393 105,723 1,003,708
Allowance for repairs of gas holders . . .................... 3,341 3,330 31,519
Other non-current liabilities .. .......... ... ... ... ....... 49,162 55,633 463,792
Current liabilities:
Bankloans (Note 6) . ........ .., 41,642 52,868 392,849
Long-term debt due within one year (Note 6) ............ 71,810 38,455 677,453
Notes and accounts payable:
Trade ..o e 39,285 54,003 370,613
Other .. 54,416 44,540 513,358
Income taxes payable (Note 8) . .......... ... ... ..... 14,733 18,821 138,990
Accrued eXPenses . . .. i e 45,085 59,906 425,330
Other current liabilities . .. ........ ... ... ... . ... ...... 47,727 28,852 450,256
Total current liabilities . . .......... ... ... ... ..... 314,698 297,445 2,968,849
Commitment and contingent liabilities (Note 12)
Minority interest. . ....... ... . . 3,619 3,120 34,142
Stockholders’ equity (Note 9):
Common stock par value ¥50 per share:
Authorized — 6,500,000,000 shares
Issued — 2,810,012,006 shares. . . ................... 141,817 141,817 1,337,896
Additional paid-incapital ........... ... ... ... ... 2,038 2,038 19,226
Retainedearnings . ......... ... .. .. 340,387 277,589 3,211,198
484,242 421,444 4,568,320
Treasury stock, atcost. . ........ ... ... ... L. 3) 2 (28)
Total stockholders’ equity .......... ... ... ... ..... 484,239 421,442 4,568,292
¥1,805,086 ¥1,707,446 $17,029,113
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Consolidated Statements of Income

Tokyo Gas Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2000 and 1999

Millions of yen

Thousands of
U.S. dollars (Note 1)

2000 1999 2000
Netsales(Note 10) . ... ... ..., ¥992,255 ¥997,767 $9,360,896
Costs and expenses (Notes 7 and 10):
Costofsales ....... ... .. 483,814 477,284 4,564,283
Selling, general and administrative . .. .................. 439,208 448,180 4,143,471
923,022 925,464 8,707,754
Operating income (Note 10) . ....... ... ... tiien.. 69,233 72,303 653,142
Other income (expenses):
Interest and dividendincome .. ........ ... ... ... .. ..., 1,283 1,365 12,104
Interestexpense .. ... ... ..l (23,366) (22,393) (220,434)
Adjustments of charges for construction of
distribution facilities . ........ ... ... ... . . o L. (7,838) (8,546) (73,943)
Exchangegains........ ... ... . i i 2,637 1,382 24,877
Loss on restructuring of business of
a consolidated subsidiary . ........... ... ... L L - (1,556) -
Equity in net income of an affiliated company............. 393 - 3,708
Other, net. . ... 1,396 (1,591) 13,169
(25,495) (31,339) (240,519)
Income before incometaxes ............ ... .. .. 43,738 40,964 412,623
Income taxes (Note 8)
CUITeNt . . o 16,064 23,499 151,547
Deferred . ... .. 714 - 6,736
26,960 17,465 254,340
Minority interest in net income of consolidated subsidiaries . . . . (262) 299 (2,472)
NetinCOME . ..ot e ¥ 26,698 ¥ 17,764 $ 251,868
Yen U.S. dollars (Note 1)
2000 1999 2000
Amounts per share of common stock:
Netincome (Note 2) ..........cuiiiiiirennnnnnn.. ¥9.50 ¥6.32 $0.09
Diluted netincome. ........ ... . i 8.84 5.94 0.08
Cash dividends applicable to theyear................... 5.00 5.00 0.05

See accompanying notes.
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Consolidated Statements of Stockholders’ Equity

Tokyo Gas Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2000 and 1999

Millions of yen

Shares of Additional
common stock Common paid-in Retained
(Thousands) stock capital earnings
Balance at March 31,1998 ... ... .. ... ... .. .. ... .. .... 2,810,009 ¥141,817 ¥2,038 ¥273,904
NetinCome. . ... e 17,764
Cash dividends paid (¥5.00 pershare) .................. (14,050)
Bonusestodirectors ... ...... ... .. (148)
Shares issued upon conversion of convertible bonds . .. ... .. 3
Increase due to additions of consolidated subsidiaries . . . . ... 119
Balance at March 31,1999 . ... ... ... ... ... ... ... .. ... 2,810,012 141,817 2,038 277,589
Cumulative effect of adopting deferred
income tax accounting . ........... o i 49,233
Netincome. . ... i e e 26,698
Cash dividends paid (¥5.00 pershare) .................. (14,050)
Bonusestodirectors .. ....... ... (151)
Increase due to addition of consolidated subsidiaries . ...... 494
Increase due to addition of company on equity method . . . .. 574
Balance at March 31,2000 ........... ... ... . ..o ... 2,810,012 ¥141,817 ¥2,038 ¥340,387

Thousands of U.S. dollars (Note 1)

Additional

Common paid-in Retained

stock capital earnings
Balance at March 31, 1999 ... ... ... . . . . . $1,337,896 $19,226 $2,618,764
Cumulative effect of adopting deferred income tax accounting .......... 464,462
Net INCOME. . .o e e e e e e e e e 251,868
Cash dividends paid ($0.05 pershare) .......... ... ... ... (132,547)
Bonuses to directors . .. ... (1,425)
Increase due to addition of consolidated subsidiaries .................. 4,660
Increase due to addition of company on equity method . ............... 5,416
Balance at March 31,2000 .. ....... . ... $1,337,896 $19,226 $3,211,198

See accompanying notes.
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Consolidated Statements of Cash Flows

Tokyo Gas Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2000 and 1999

Millions of yen

Thousands of
U.S. dollars (Note 1)

2000 1999 2000
Cash flows from operating activities:
Income before incometaxes........... ... ... ... ... . ... ¥ 43,738 ¥ 40,964 $ 412,623
Adjustments to reconcile income before income taxes to
net cash provided by operating activities:
Depreciation (Note 10) .. .. ... ... i, 136,214 132,568 1,285,038
Amortization of long-term prepayments . ............... 4,092 10,698 38,604
Loss on disposals of property, plant and equipment ....... 4,331 3,539 40,858
Increase (Decrease) in retirement allowance and
accrued pension Cost . .. ... .. (3,748) 6,452 (35,358)
Interest and dividend income ........................ (1,283) (1,365) (12,104)
Interestexpense .......... . i 23,366 22,393 220,434
Changes in operating assets and liabilities:
Decrease (Increase) in notes and accounts receivable. . . . . (10,591) 3,872 (99,915)
Decrease ininventories . ............ .. .. ... 657 2,296 6,198
Decrease in notes and accounts payable .............. (10,639) (12,582) (100,368)
Increase (Decrease) in consumption taxes payable.. ... .. 7,397 (5,822) 69,783
Bonuses paid to directors . ......... ... .. o L. (154) (152) (1,453)
Other ... 3,287 5,257 31,009
196,667 208,118 1,855,349
Cash received for interest and dividend . . . .. ............ 1,310 1,365 12,358
Cash paid forinterest ........ ... ... ... ... .. . ... (23,149) (24,102) (218,387)
Cash paid forincometaxes .. ......... ... ... ... .... (20,187) (23,662) (190,443)
Net cash provided by operating activities. . .. .......... 154,641 161,719 1,458,877
Cash flows from investing activities:
Purchases of marketable and investment securities .. ........ (965) (676) (9,104)
Purchases of property, plant and equipment. .............. (115,325) (149,436) (1,087,972)
Purchases of intangible fixed assets. ... .................. (5,176) (766) (48,830)
Expenditure of long-term prepayments. . ................. (3,170) (8,840) (29,905)
Proceeds from sale of tangible and intangible fixed assets. . . . . 227 667 2,142
Increase in other investments and
other non-current assets —net........................ 76 152 717
Net cash used in investing activities . . .. .............. (124,333) (158,899) (1,172,952)
Cash flows from financing activities:
Proceeds from (Payments for) short-term bank loans ........ (10,280) 11,445 (96,981)
Proceeds from long-termdebt ........ ... ... ... ..... 94,699 101,144 893,386
Payments for long-termdebt ......... ... ... ... ... (47,525) (103,853) (448,349)
Cashdividendspaid . ........ ... ... ... ... (14,092) (14,050) (132,943)
Net cash provided by (used in) financing activities. . . . . .. 22,802 (5,314) 215,113
Net increase (decrease) in cash and cash equivalents ... ....... 53,110 (2,494) 501,038
Increase due to addition of consolidated subsidiaries .......... 7 - 66
Cash and cash equivalents at beginning of year . . ............ 44,211 46,705 417,085
Cash and cash equivalents atend ofyear .. ................. ¥ 97,328 ¥ 44,211 $ 918,189

See accompanying notes.
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Notes to Consolidated Financial Statements

Tokyo Gas Co., Ltd. and Consolidated Subsidiaries

1. Basis of consolidated financial statements

Tokyo Gas Co., Ltd. (the Company) and its consolidated
domestic subsidiaries maintain their accounts and records
in accordance with the provisions set forth in the Japanese
Commercial Code and the Securities and Exchange Law
and in conformity with accounting principles and practices
generally accepted in Japan, which are different from the
accounting and disclosure requirements of International
Accounting Standards.

The accompanying consolidated financial statements are
a translation of the audited consolidated financial state-
ments of the Company which were prepared in accordance
with accounting principles and practices generally accepted
in Japan from the accounts and records maintained by the
Company and its consolidated subsidiaries and were filed
with the Minister of Finance (“MOF") as required by the
Securities and Exchange Law.

In preparing the accompanying consolidated financial
statements, certain reclassifications have been made in the
consolidated financial statements issued domestically in
order to present them in a form which is more familiar to
readers outside Japan. The consolidated cash flow state-
ments for 1999 has been prepared for the purpose of
inclusion in the consolidated financial statements, although
such statement was not customarily prepared in Japan and
not required to be filed with MOF prior to 2000.

The translation of the Japanese yen amounts into U.S.
dollars are included solely for the convenience of the
reader, using the prevailing exchange rate at March 31,
2000, which was ¥106 to U.S. $1.00. The convenience
translations should not be construed as representations that
the Japanese yen amounts have been, could have been, or
could in the future be, converted into U.S. dollars at this or

any other rate of exchange.

2. Significant accounting policies

Consolidation — The consolidated financial statements include

the accounts of the Company and substantially all of its sig-

nificant subsidiaries. All significant intercompany transactions

and account balances are eliminated in consolidation.
Effective for the year ended March 31, 2000, all compa-

nies are required to consolidate all significant investees

which are controlled through substantial ownership of
majority voting rights or existence of certain conditions.
Previously, only majority-owned companies were consoli-
dated. The prior years’ consolidated financial statements
have not been restated.

There was no effect of applying this rule to the Company’s
consolidated financial statements.
Equity method — Investments in unconsolidated subsidiaries
and affiliates over which the Company has the ability to
exercise significant influence over operating and financial
policies of the investees, are accounted for on the equity
method. The effect of adopting the new accounting stan-
dard is immaterial.
Consolidated Statements of Cash Flows — In accordance
with the “Standards for Preparation of Consolidated Cash
Flow Statements, etc.” (the “New Standards”), effective
from the year ended March 31, 2000, the Company is
required to prepare consolidated cash flow statements. The
prior year's consolidated cash flow statement, which was
prepared for readers outside Japan although such state-
ment was not required, has been restated to conform to
the 2000 presentation.
Property, plant and equipment — Property, plant and equip-
ment is generally stated at cost. Depreciation is determined
mainly by the declining-balance method based on the esti-
mated useful lives. But buildings acquired after March 31,
1998 are depreciated using the straight-line method.
Software costs — In accordance with the provisional rule of the
JICPA's Accounting Committee Report No.12 “Practical Guid-
ance for Accounting for Research and Development Costs,
etc.” (the “Report”), the Company and its consolidated sub-
sidiaries accounts for software which was included in
long-term prepaid expenses in investments and other in the
same manner in 2000 as in 1999. Pursuant to the Report,
however, the Company included software in intangible assets
in 2000 and depreciated it using the straight-line method over
the estimated useful lives . The amount for 1999 has been re-
classified to conform to the 2000 presentation.
Cash and cash equivalents — Cash and cash equivalents
include cash on hand, readily-available deposits and short-
term highly liquid investments with maturities of not

exceeding three months at the time of purchase.
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Securities — Listed equity securities included in current
assets and non-current assets are carried at the lower of
moving-average cost or market value. Other securities are
stated at moving-average cost.

Inventories — Inventories are stated at cost, cost being
determined by the moving-average method.

Allowance for doubtful accounts — The Company and its
consolidated subsidiaries provide for doubtful accounts at
estimated amount of probable bad debt plus the maximum
amount deductible under Japanese tax regulations.
Retirement benefits — Under the terms of the Company’s
retirement plan, eligible employees are entitled, under
most circumstances, upon mandatory retirement or earlier
voluntary severance, to severance payment based on com-
pensation at the time of severance and years of service.

Employees’ retirement benefits covering substantially all
employees are provided through two arrangements: an un-
funded lump-sum benefit plan and a funded pension plan.

The liabilities under the unfunded benefit plan are stated
at the amount which would be required had all eligible em-
ployees retired voluntarily at the balance sheet date.

In addition, employees, who are age 30 or more with 5
years or more of service, are covered by the funded pen-
sion plan, and receive lifetime pension payments from the
age of 60 from the plan when they leave the Company at
age 50 or more with 15 years or more of service. They may
alternatively elect to receive the current value of their
vested benefits in a lump-sum distribution.

Employees of consolidated subsidiaries are entitled,
under most circumstances, to lump-sum severance pay-
ments upon reaching mandatory retirement age, or earlier
in the case of voluntary or involuntary termination, based
on the compensation at the time of severance and years of
service. Liabilities for retirement benefits are recognized at
100% of the amount required had all employees retired at
the balance sheet date. Certain consolidated subsidiaries
have qualified pension plans.

With regard to retirement benefits to directors and statu-
tory corporate auditors, certain consolidated subsidiaries
have separate unfunded lump-sum benefit plans based on
established guidelines subject to stockholders’ approval.

Liabilities under these plans are provided on an accrual

basis and included in “Retirement benefits” in the accom-
panying balance sheets.

Allowance for repairs of gas holders — The Company and its
certain consolidated subsidiaries provides for future repairs
of gas holders almost every ten years by estimating future
expenditures and charging them to income in equal annual
amounts. The difference between the actual expenditure
and the amount provided is charged to income in the year
repair is completed.

Accounting for certain lease transactions — Finance leases
which do not transfer ownership to lessees are accounted
for in the same manner as operating leases under account-
ing principles generally accepted in Japan.

Income taxes — Income taxes comprise corporation tax and
inhabitants taxes. The Company provided income taxes at
the amounts currently payable for the years ended March
31, 1999. Effective April 1, 1999, the Company adopted
the new accounting standard, which recognizes tax effects
of temporary differences between the carrying amounts
and the tax bases of assets and liabilities. Under the new
accounting standard, the provision for income taxes is
computed based on the pretax income included in the con-
solidated statement of income. The asset and liability
approach is used to recognize deferred tax assets and
liabilities for the expected future tax consequences of
temporary differences.

The amount of deferred income taxes attributable to the
net tax effects of the temporary differences at April 1, 1999
is reflected as an adjustment to the retained earnings
brought forward from the previous year. Prior years’ finan-
cial statements have not been restated.

The cumulative effect of adopting the new accounting
standard is ¥49,233 million ($464,462 thousand), which is
directly added to the retained earnings brought forward
from March 31, 1999. The effect for the year ended March
31, 2000 was to decrease net income by ¥714 million
($6,736 thousand) and to increase retained earnings by
¥48,518 million ($457,717 thousand).

Enterprise tax — Enterprise tax normally constitutes income
taxes. However, in the case of companies engaged in gas
and certain other businesses, enterprise tax is levied not on

income but on net sales. In the accompanying statements
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of income, enterprise tax levied on net sales is accounted
for in “Selling, general and administrative” expenses in the
amount of ¥9,006 million ($84,962 thousand) and
¥11,257 million for the years ended March 31, 2000 and
1999, respectively. Enterprise taxes calculated based on
profit are included in income taxes.

Foreign currency translation — Current monetary assets and
liabilities denominated in foreign currencies are translated
into Japanese yen at the exchange rate prevailing at the
balance sheet date.

Amounts per share of common stock — The computations of
net income per share are made based on the weighted

average number of shares outstanding during each fiscal year.

4. Market value information for securities

Cash dividends per share have been presented on an
accrual basis and include dividends approved or to be ap-
proved after the balance sheet dates, but applicable to the

year then ended.

3. Property, plant and equipment

Property, plant and equipment is generally recorded at
cost. However, in cases where the Company receives
contributions towards the cost of construction from cus-
tomers, such contributed amount is offset against the
acquisition cost of the subjected asset. Such offset amount
accumulated to March 31, 2000 was ¥222,968 million
($2,103,472 thousand).

Book value, market value and net unrealized gains of quoted securities included in current assets and investments at March

31, 2000 and 1999 were as follows:

Thousands of

March 31, 2000 Millions of yen U.S. dollars
Bookvalue . .. ... ... . ¥ 13,726 $ 129,490
Market value . ... ... e 131,196 1,237,698
Net unrealized gains. . . .. ... i ¥117,470 $1,108,208

March 31, 1999 - parent only

Millions of yen

Bookvalue . ...... ... .. e
Marketvalue ....... ... . . e

Net unrealized gains. .. ........ ... ... ... ... .. ...

................ 94,339

¥11,670

¥82,669

Disclosure of market value information for securities was required only on an un-consolidated basis for the year ended

March 31, 1999.

5. Inventories

Inventories at March 31, 2000 and 1999 consisted of the following:

Thousands of

Millions of yen U.S. dollars

2000 1999 2000
Finished products . . .. ... it ¥ 2,434 ¥ 2,342 $ 22,962
Raw materials . ... ... ... 16,322 10,995 153,981
Supplies . ..o 8,245 7,764 77,783
WOrk in process .. ...ttt e e 59 6,586 557
¥27,060 ¥27,687 $255,283
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6. Bank loans and long-term debt

At March 31, 2000 and 1999, bank loans consisted of short-term notes, bearing interest at an annual average rate of 0.5%

and 0.72%, respectively.

Long-term debt at March 31, 2000 and 1999 comprised the following:

Thousands of

Millions of yen U.S. dollars
2000 1999 2000
Domestic unsecured notes due 2002 at a rate of 5.6%........ ¥ 35,000 ¥ 35,000 $ 330,189
Domestic unsecured notes due 2014 at arate of 5.1%........ 30,000 30,000 283,019
Domestic unsecured notes due 2015 atarate of 4.1%........ 30,000 30,000 283,019
Domestic unsecured notes due 2016 at a rate of 4.0%........ 30,000 30,000 283,019
Domestic unsecured notes due 2018 at a rate of 2.625%. ... .. 40,000 40,000 377,358
Domestic unsecured notes due 2009 at a rate of 1.68%....... 30,000 - 283,019
Domestic unsecured notes due 2009 at arate of 1.73%....... 30,000 - 283,019
Domestic unsecured convertible bonds:
1stissue due 2003 atarateof 1.5% . ................... 58,791 58,791 554,632
2nd issue due 2000 atarateof 1.5% ................... 39,808 39,808 375,547
3rd issue due 2005 atarateof 1.5% ................... 97,594 99,583 920,698
4th issue due 2002 atarateof 1.5% ................... 98,958 98,958 933,566
5thissue due 2009 atarateof 1.2% ................... 49,998 49,998 471,679
6th issue due 2007 atarateof 1.1% ................... 49,993 49,993 471,632
Swiss franc notes due 2002 atarateof4.5% .. ............. 14,810 14,810 139,718
DM bearer bonds due 2005 atarateof 70% .............. 18,333 18,333 172,953
Domestic secured notes due 2003 atarate of 2.0%.......... 800 800 7,547
Loans from banks, insurance companies and government
agencies due through 2028 at rates of 1.04% to 7.50%:
Secured. . ... . 15,201 6,623 143,406
Unsecured. .. ......... ... . . . . 246,158 256,511 2,322,244
915,444 859,208 8,636,264
Less amounts due withinoneyear ....................... 71,810 38,455 677,453
¥843,634 ¥820,753 $7,958,811

The indentures covering the first through sixth domestic
convertible bonds provide, among other conditions, for (1)
conversion into shares of common stock at the current con-
version prices per share of ¥1,267.90 ($11.96), ¥1,267.90
($11.96), ¥1,105.70 ($10.43), ¥1,105.70 ($10.43),
¥339.00 ($3.20) and ¥339.00 ($3.20), respectively (subject
to adjustment in certain circumstances), (2) conversion pe-
riods through September 2003, September 2000, March
2005, March 2002, March 2009 and March 2007, respec-
tively, and (3) redemption at the option of the Company,
commencing in October 1996, October 1994, April 1998
and April 1996 , respectively, at prices ranging from 106%
to 100% of the principal amount except for the fifth and

sixth issue convertible bonds.

At March 31, 2000, investment securities and property,
and equipment at book value amounting to ¥12,533 mil-
lion ($118,236 thousand) were pledged as collateral for
secured loans and notes issued by consolidated subsidiaries.

As is customary in Japan, a lending bank has the right to
offset cash deposited with it against any debt or obligation
that becomes due and, in the case of default or certain
other specified events, against all debt payable to the bank.
To date no such request has been made to the Company
and its consolidated subsidiaries.

Certain of the loan agreements provide, among other
things, that, upon request, the Company and domestic
subsidiaries submit to the lenders for approval of its

proposed appropriation of income (including dividends)
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before such appropriation is submitted to the stockholders.

Neither the Company nor any of its consolidated

subsidiaries has ever received any such request.

The annual maturities of long-term debt at March 31, 2000 were as follows:

Thousands of

Year ending March 31, Millions of yen U.S. dollars
200 L e ¥ 71,810 $ 677,453
20002 . e 126,383 1,192,292
2003 L e 74,836 706,000
2004 .. e 99,758 941,113
20005 . e 124,274 1,172,396
2006 and thereafter . . ... ..t 418,383 3,947,010

¥915,444 $8,636,264

7. Retirement benefits

Charges with respect to employees’ and retirement benefits
covering employees and directors and statutory corporate
auditors of the Company and consolidated subsidiaries in-
cluded in “Costs and expenses” were ¥31,484 million
($297,019 thousand) and ¥25,270 million for the years
ended March 31, 2000 and 1999, respectively.

8. Income taxes

The Company is subject to a number of taxes based on
income, which, in the aggregate, indicate statutory rates in
Japan of approximately 36% and 42% for the years ended
March 31, 2000 and 1999, respectively.

The following table summarizes the significant differ-
ences between the statutory tax rate and the Company’s
effective tax rate for financial statement purposes for the
year ended March 31, 2000:

Statutory taxrate . ........ ... ... . . L. 36%
Tax rate difference between

gas business (36%) and others (42%) ..........
Other—net ...... ... . ... i,

Effectivetaxrate. ........ ... .. ... ... ... 38%

Significant components of deferred tax assets and liabilities
as of March 31, 2000 are as follows:

Millions of Thousands of

yen U.S. dollars

Liabilities for retirement benefits. .. ¥33,637 $317,330
Reserve for tax-purpose cost

reduction of certain pipelines . . . . (235) (2,217)

Other-net ................... 15,396 145,245

Total ............. ... ¥48,798  $460,358
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9. Stockholders’ equity
At the current conversion prices, 550,487 thousand shares of
common stock were issuable at March 31, 2000 upon full
conversion of the outstanding convertible bonds (see Note 6).

Under the Commercial Code of Japan, the Company is re-
quired to appropriate as legal reserve an amount equal to at
least 10% of cash dividends and bonuses to directors until
the reserve equals 25% of common stock. This reserve is not
available for dividends but may be used to reduce a deficit
by resolution of the stockholders' meeting or transferred to
the common stock by resolution of the Board of Directors.
The amount of retained earnings on a non-consolidated
basis less the amount required for legal reserve is available
for cash dividends. Legal reserve is included in retained earn-
ings in the accompanying consolidated balance sheets.

The maximum amount that the Company can distribute
as dividends is calculated based on the unconsolidated
financial statements of the Company in accordance with

the Commercial Code of Japan.
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10. Segment information
The Company’s primary business activities include (1) gas sales, (2) gas appliance sales, (3) related construction, (4) real
estate rental business and (5) other business.

A summary of net sales, cost and expenses, operating income, identifiable assets, depreciation and capital expenditures is

as follows:
Millions of yen
Gas appliance Related Real estate Elimination
Gas sales sales construction rental business Other or corporate  Consolidated
For 2000:
Sales:
Outside customers ... ... ¥ 672,070 ¥126,747 ¥63,949 ¥ 14,959 ¥114,530 ¥ - ¥ 992,255
Inside group ........... - 1,169 4,703 22,883 44,290 (73,045) -
672,070 127,916 68,652 37,842 158,820 (73,045) 992,255
Costs and expenses . ...... 530,686 125,139 66,700 29,588 147,323 23,586 923,022
Operating income ........ ¥ 141,384 ¥ 2777 ¥ 1,952 ¥ 8,254 ¥ 11,497 ¥ (96,631) ¥ 69,233
Identifiable assets ......... ¥1,148,758 ¥ 53,311 ¥22,451 ¥252,016 ¥224,176 ¥ 104,374 ¥1,805,086
Depreciation. ............ 109,108 754 169 12,991 14,160 (968) 136,214
Capital expenditures. . . .. .. 107,388 482 115 2,283 12,741 (1,203) 121,806
For 1999:
Sales:
Outside customers ...... ¥ 674,997 ¥132,749 ¥63,630 ¥ 15,617 ¥110,774 ¥ - ¥ 997,767
Inside group ........... - 1,177 5,188 21,999 44,270 (72,634) -
674,997 133,926 68,818 37,616 155,044 (72,634) 997,767
Costs and expenses .. ..... 518,899 134,625 68,235 28,826 146,021 28,858 925,464
Operating income ........ ¥ 156,098 ¥ (699) ¥ 583 ¥ 8,790 ¥ 9,023 ¥(101,492) ¥ 72,303
Identifiable assets ......... ¥1,145,642 ¥ 52,906 ¥22,301 ¥257,963 ¥216,631 ¥ 12,003 ¥1,707,446
Depreciation............. 106,481 704 57 13,331 12,006 an) 132,568
Capital expenditures. . ... .. 121,695 631 295 2,112 18,808 (1,511) 142,030
Thousands of U.S. dollars
Gas appliance Related Real estate Elimination
Gas sales sales construction rental business Other or corporate  Consolidated
For 2000:
Sales:
Outside customers ... ... $ 6,340,283  $1,195,726 $603,292 $ 141,123  $1,080,472 § - $ 9,360,896
Inside group - 11,029 44,368 215,877 417,830 (689,104) -
6,340,283 1,206,755 647,660 357,000 1,498,302 (689,104) 9,360,896
Costs and expenses . ...... 5,006,471 1,180,557 629,245 279,132 1,389,840 222,509 8,707,754
Operating income ........ $ 1333812 §$§ 26,198 $ 18415 §$ 77868 $ 108,462 $(911,613) $ 653,142
Identifiable assets ... ...... $10,837,340 $ 502,934 $211,802 $2,377,509 $2,114,868 $ 984,660 $17,029,113
Depreciation. ............ 1,029,321 7113 1,594 122,557 133,585 (9,132) 1,285,038
Capital expenditures.. . . .. .. 1,013,094 4,547 1,085 21,538 120,198 (11,349) 1,149,113
Assets in the corporate column mainly comprise current and Company having no overseas consolidated subsidiaries.
non-current securities of the Company. Information for overseas sales is not disclosed due to overseas

Geographic segment information is not shown due to the sales being not material compared to consolidated net sales.

TOKYO GAS Annual Report 2000



11. Information for certain leases
Finance leases which do not transfer ownership to lessees are accounted for in the same manner as operating leases.

Information as lessee:

Thousands of

Millions of yen U.S. dollars
2000 1999 2000
Lease Payments . ... ..uuuue ettt ¥1,053 ¥1,267 $ 9,934
Future minimum lease payments inclusive of interest
CUMTEN . e e e e e e e ¥ 776 ¥ 943 $ 7,321
NON-CUIMrENt . . . e e 1,032 1,282 9,736
¥1,808 ¥2,225 $17,057

The company uses certain production facilities, distribution facilities, service and maintenance facilities and other assets

under lease arrangement. An analysis of equivalent amounts of leased assets under finance leases is as follows:

Millions of yen

Acquisition Accumulated Net book
cost depreciation value
For 2000:
Production facilities. . . . . ... ... . ¥ 110 ¥ 55 ¥ 55
Distribution facilities . . . ...... ... ... . 758 377 381
Service and maintenance facilities. . . . ............ .. .... 425 261 164
Other ..o 4,415 3,207 1,208
¥5,708 ¥3,900 ¥1,808
For 1999:
Production facilities. . . .. ... ... . . . ¥ 124 ¥ 30 ¥ 94
Distribution facilities . . .. ..... ... .. . 651 312 339
Service and maintenance facilities. . . . ............ .. .... 306 205 101
Other .o 4,900 3,208 1,692
¥5,981 ¥3,755 ¥2,226
Thousands of U.S. dollars
Acquisition Accumulated Net book
cost depreciation value
For 2000:
Production facilities. . . . ........ ... $ 1,038 $ 519 $ 519
Distribution facilities . . . ...... ... .. . 7,151 3,557 3,594
Service and maintenance facilities . . . . ............ .. .... 4,009 2,462 1,547
Other .o 41,651 30,254 11,397
$53,849 $36,792 $17,057
Thousands of
Millions of yen U.S. dollars
2000 1999 2000
Amount representing lease depreciation. . ................. ¥1,053 ¥1,267 $9,934
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Information as lessor:

Thousands of

Millions of yen U.S. dollars
2000 1999 2000
Lease INCOME . . . oottt e e et e e ¥ 4,359 ¥ 4,840 $ 41,123
Future lease payments to be received
CUITENE . e e e ¥ 4,243 ¥ 3,776 $ 40,028
NON-CUrreNt . ... e 10,107 8,733 95,349
¥14,350 ¥12,509 $135,377

Some of consolidated subsidiaries have direct finance lease of other assets. An analysis of leased assets under direct finance
lease is as follow:

Millions of yen

Acquisition Accumulated Net book
cost depreciation value
For 2000:
Other ... ¥24,532 ¥16,081 ¥8,451
For 1999:
Other ... ¥24,641 ¥16,614 ¥8,027
Thousands of U.S. dollars
Acquisition Accumulated Net book
cost depreciation value
For 2000:
Other . ... $231,434 $151,708 $79,726
Thousands of
Millions of yen U.S. dollars
2000 1999 2000
Lease depreciation .. ........ ... ... . .. .. ¥2,684 ¥2,676 $25,321

12. Commitment and contingent liabilities
The Company and its consolidated subsidiaries were contingently liable (1) to banks in the amount of ¥5,282 million
($49,830 thousand) at March 31, 2000 with respect to joint and several liabilities upon default of debtors and (2) as guaran-
tors for the in-substance defeasance of domestic unsecured notes in the amount of ¥30,000 million ($283,019 thousand)
issued by the Company, which were assigned to certain banks under the debt assumption agreements made through the
years ended March 31, 1999. At the same date, some consolidated subsidiaries were contingently liable with respect to
trade notes receivable discounted with banks in the amount of ¥220 million ($2,075 thousand).

At March 31, 2000, the Company had several long-term purchase contracts for the supply of LNG. The purchase price
determinable under such contracts is contingent upon fluctuations in the market price of crude oil.

13. Subsequent events

At the annual meeting held on June 29, 2000, the Company’s stockholders approved (1) payment of year-end cash divi-
dends of ¥2.5 ($0.02) per share aggregating ¥7,025 million ($66,274 thousand) to the stockholders of record as of March
31, 2000, and (2) payment of bonuses to directors totaling ¥83 million ($783 thousand).
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Report of Independent Public Accountants

AsAHI & CO

ARTHUR ANDERSEN

A Member Firm of
Andersen Worldwide SC

To the Stockholders and the Board of Directors of TOKYO GAS CO., LTD. :

We have audited the accompanying consolidated balance sheets of TOKYO GAS CO., LTD. (a Japanese corporation) and
subsidiaries as of March 31, 2000 and 1999, and the related consolidated statements of income, stockholders’ equity and
cash flows for the years then ended, expressed in Japanese yen. Our audits were made in accordance with generally ac-
cepted auditing standards in Japan and, accordingly, included such tests of the accounting records and such other auditing

procedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements referred to above present fairly the consolidated financial position of
TOKYO GAS CO., LTD. and subsidiaries as of March 31, 2000 and 1999, and the consolidated results of their operations and
their cash flows for the years then ended in conformity with accounting principles generally accepted in Japan applied on a

consistent basis during the periods, except as noted in the following paragraph.

As explained in Note 2, in the year ended March 31, 2000, TOKYO GAS CO., LTD. and subsidiaries adopted new Japanese

accounting standards for consolidation and equity method accounting, income taxes and research and development costs.

Also, in our opinion, the U.S. dollar amounts in the accompanying consolidated financial statements have been translated

from Japanese yen on the basis set forth in Note 1.

/J,M' & Lo-.

Tokyo, Japan
June 29, 2000

Statement on Accounting Principles and Auditing Standards

This statement is to remind users that accounting principles and auditing standards and their application in practice may
vary among nations and therefore could affect, possibly materially, the reported financial position and results of operations.
The accompanying financial statements are prepared based on accounting principles generally accepted in Japan, and the
auditing standards and their application in practice are those generally accepted in Japan. Accordingly, the accompanying
financial statements and the auditors’ report presented above are for users familiar with Japanese accounting principles,

auditing standards and their application in practice.
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