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Our results for the third quarter showed decreases in both sales and
profit.

Net sales fell by 3,975 hundred million yen, mainly due to a drop in the
unit price of city gas resulting from resource cost adjustments in the
Energy Solution segment.

Operating expenses declined by 3,247 hundred million yen. This was
mainly due to lower raw material costs in the Energy Solution segment
resulting from lower crude oil prices and other factors.

As a result, operating profit fell by 728 hundred million yen to 1,628
hundred million yen, ordinary profit decreased by 677 hundred million yen
to 1,705 hundred million yen, and net profit attributable to owners of the
parent dropped by 525 hundred million yen to 1,155 hundred million yen.
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This slide shows net sales by segment and segment profit, which is

operating profit plus equity income/loss of subsidiaries, and changes

thereof.
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The 442 hundred million yen profit decline in the Energy Solution segment
is primarily attributable to a decrease in gross profit due to the sliding
time lag effect in city gas and other factors. The 143 hundred million yen
increase in the electric power business is due mainly to a decrease in
procurement costs resulting from lower procurement unit costs in the
electric power market.

The Network segment saw income drop by 80 hundred million yen mainly
due to a decrease in third-party access revenue.

The Overseas segment reported a decrease of 314 hundred million yen
due in great part to lower profits from North American projects resulting
from lower gas prices and lower profits from Australian projects resulting
from lower sales volume.

The Urban Development segment posted an increase of 33 hundred
million yen, mainly from an increase in profit from real estate sales and
an increase in profit from the hotel business due to higher occupancy.
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Gas sales volume through the third quarter was down 12.4% overall due
to lower demand from residential customers because of high
temperatures and other factors as well as lower demand from industrial
customers that use gas exclusively for power generation, despite an
increase in commercial gas sales volume due to air conditioning demand
stemming from high summer temperatures.
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Electricity sales volume through the third quarter declined 27.6% overall.
In the retail sector, electricity sales increased 15.2% due in part to greater
demand resulting from a higher number of contracts. In the wholesale
and other sectors, electricity sales fell by 48.0%.
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We have forecasted decreases in sales, but increases in profit for the full
fiscal year 2023. The economic frame from January forward on which the
forecast is based has been amended to 145 yen per dollar, the same as in
the previous forecast, while the price of crude oil has been changed from
90 dollars per barrel to 80 dollars per barrel.

Net sales are projected to fall by 410 hundred million yen. This is mainly
due to a decrease in sales in the Energy Solution segment resulting from
lower sales of city gas and electricity.

On the other hand, operating expenses are projected to decline by 690
hundred million yen, mostly because of a decrease in gas raw material
costs resulting from lower city gas sales volume and a decrease in unit
procurement costs accompanying a decline in electricity market prices.

As a result, operating income is projected to increase by 280 hundred
million yen and ordinary income, reflecting an increase in non-operating
income, is projected to increase by 320 hundred million yen; net income
attributable to owners of the parent is projected to rise by 250 hundred
million yen to 1,410 hundred million yen.
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This slide shows our forecasts for key indicators on a consolidated basis,

including the status of assets and cash flows.
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This slide details our projections for capital expenditure, investments, 
and financing in FY2023.
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This slide shows our forecast for net sales and profit of each segment 
and changes from our previous forecast.

Our forecast for consolidated segment profit has been upgraded by 276 
hundred million yen from our previous forecast.
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The Energy Solution segment is projected to see a 233 hundred million
yen rise in ordinary profit. This is mainly due to the fact that the sliding
time lag effect that occurred in the third quarter as well as the sliding
time lag effect in the fourth quarter due in part to changes in the
economic frame will be factored into the city gas business. The electric
power business is also expected to enjoy a profit increase of 84 hundred
million yen, reflecting the profit stemming from lower procurement unit
costs resulting from a decline in electricity market prices.

The forecast for the Network segment is a decline of 11 hundred million
yen, factoring in a decrease in third-party access revenue.

In the Urban Development segment, we forecast a rise of 18 hundred
million yen due to a drop in utility costs and other expenses.
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This slide shows comparisons between our new full-year forecast and our
actual performance in the previous year.
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Gas sales volume is expected to be 3% lower than in the previous
forecast. This reflects the actual results through the third quarter, mainly
the decrease in residential use as a consequence of high temperatures.
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Electricity sales volume looks to be 0.3% lower than in the previous
forecast. We expect decreased sales volume in the retail business due
partly to a decline in the number of new customers won reflecting the
current level of customer acquisition.
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This slide illustrates changes in profit for each major element of change
from the previous year.
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The reference materials include the economic frame sensitivity table,
crude oil prices and exchange rates, the key topics during the period, and
information on major overseas investments.
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Now I would like to offer a progress report on efforts to improve our PBR
under the heading “Realizing management mindful of capital costs and
stock prices”.

We are taking a two-pronged approach of improving both ROE and PER in
order to improve our PBR. An overall picture of our efforts is shown here.
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Let me give you an overview and status update of each of these efforts.
Touching first on advancing our business portfolio management through
ROA management, we will be presenting segment-specific ROA plans in
our fiscal 2023 management plan and providing follow-up explanations of
their status during and at the end of the fiscal year. In implementing the
FY2024 management plan, we will define corporate value as our top
KGI/KPI and, more specifically, we will construct a tree that breaks PBR
down. We will set appropriate KPIs for individual organizations in
accordance with their respective characteristics and expected roles, and
manage their performance in this tree.
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To reduce capital costs, we consider the actions for realizing an optimal
capital structure shown here and the shareholder returns shown on the
next page to be important elements. As one of our first initiatives for
realizing an optimal capital structure, we have calculated the capital
required based on risk-weighted asset management. Our basic policy is
to calculate the amount of risk for each of the Group’s assets on the
assumption of possible future losses and to control the amount of risk to
keep it within the scope of our consolidated capital.

We use a D/E ratio of about 0.9 as a guideline for our optimal capital
structure, and our forecast for the D/E ratio at the end of fiscal 2023 is
more financially leveraged than the previous forecast. This is the result of
our increased use of borrowing in connection with such endeavors as the
acquisition of shale gas assets in North America as announced during the
third quarter. Going forward, we will continue striving to achieve the
appropriate level of leverage by pursuing growth investments while
ensuring our financial soundness.
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Now let me discuss some topics related to shareholder returns. As
indicated in our timely disclosure of January 31 regarding the year-end
dividend payout for the fiscal year ending March 31, 2024, we expect to
increase the annual dividend by five yen from 65 yen to 70 yen. This
decision was made based on our medium- to long-term profit levels, the
level of the dividend payout ratio, and the expectations of our
shareholders. A final official decision will be made in conjunction with the
announcement of year-end financial results. The Company will continue
to return profits to shareholders through share buybacks subject to
retirement in addition to dividends.
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We believe that enhancing our dialogue with stakeholders and improving
our disclosure of information on how investments in growth areas
produce results are crucial for improving our PER. Here are the major
projects we have announced since the start of the current medium-term
management plan, and we will brief you in future on the status and
progress of each project as appropriate.
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With regard to key growth investments, let me give you some additional details
about our North American shale gas business and other major investments
announced in the third quarter of this fiscal year. Our management vision –
Compass 2030 – depicts our overseas business as having revenues of 500
hundred million yen by 2030, and we have been developing our operations
accordingly. As we work to restructure our business portfolio and consider the
sale of our natural gas-fired power generation business in Mexico as well as the
sale of our upstream LNG business in Australia, we are making North America
our focus region for the time being.

We are expanding our shale gas business in North America based on the
prospect of increased demand for natural gas in the United States, and we are
also already moving forward with our solar power generation business. In
addition to these efforts, we will strive to establish marketing and trading (or
M&T) capabilities in response to increasing market volatility in energy prices.
Furthermore, we will utilize our expertise in producing gas and electricity and
coordinating energy supply and demand.

The two investments we made in the third quarter – our acquisitions of Rockcliff
Energy Ⅱ LLC and a storage battery business – are expected to contribute to
earnings in place of the Australian LNG project scheduled to be sold, despite the
impact of foreign exchange rates and resource prices.
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