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My name is Tsuyoshi Okamoto, thank you for coming to today’s briefing on our 

business results for fiscal 2012. 
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First, to summarize our results, as shown in the table on Slide 2, both revenue and 

profit rose year-on-year in FY2012. This was our third consecutive year of revenue 

growth and our first profit growth in two years, with record amounts of net sales and 

net income. 

Net sales increased ¥161.4 billion, or 9.2%, year-on-year, to ¥1,915.6 billion. Gas 

sales at the city gas business increased ¥95.7 billion, on increased gas sales volume 

and higher unit sales prices, in line with higher resource costs from the yen’s 

depreciation. In addition, sales at the electric power business rose ¥25.2 billion, on 

increased capacity utilization from tight supply versus demand and higher unit prices, 

and LNG sales grew ¥20.9 billion on increased volume. 

At the same time, operating expenses rose ¥92.9 billion, or 5.5%, to ¥1,770.0 billion, 

as a result of a ¥59.3 billion increase in city gas resource costs, a ¥19.6 billion rise in 

LNG sales expenses, and a ¥14.0 billion increase in expenses at the electric power 

business. 

Operating income therefore grew ¥68.6 billion, or 88.9%, year-on-year, to ¥145.6 

billion. Ordinary income rose ¥71.8 billion, or 95.0%, to ¥147.4 billion, on a ¥2.7 

billion increase in revenue from dedicated facilities. 

As a result, net income after tax grew ¥55.6 billion, or 120.7%, to ¥101.6 billion. 

The sliding time lag effect from changes in resource costs improved ¥37.9 billion, 

from a ¥48.4 billion shortfall in FY2011 to a ¥10.5 billion shortfall in FY2012. 

The amortization of actuarial differences increased ¥1.3 billion year-on-year, to a 

¥4.4 billion expense in FY2012 from a ¥3.1 billion expense in FY2011. 
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Next I would like to discuss gas sales volume. 

Consolidated gas sales volume in FY2012 rose 200 million m3, or 1.3%, to 15,390 

million m3. Gas sales volume to the electric power business decreased 380 million 

m3 from the shift of a portion of sales volume to a tolling arrangement, but a 405 

million increase from the commencement of utilization of the Chiba-Kashima Line 

led to year-on-year growth. 

Residential-use gas sales volume declined 3 million m3, or 0.1 %, reflecting the fact 

that average temperatures in FY2012 were 0.3 degrees higher than in FY2011, and 

that FY2011 was a leap year. 

Commercial-use sales volume faced the same conditions as residential-use volume, 

but with a recovery from the drop following the March 2011 earthquake, commercial-

use sales volume grew 20 million m3, or 0.7%. 

Industrial-use sales volume saw a 405 million m3 increase from the development of 

new demand in the Kashima area, and with a 174 million m3 increase in other 

electricity demand partially offsetting the 380 million m3 decrease from the shift to 

tolling, total industrial-use sales volume increased 199 million m3, or 2.9%. 

Regarding the breakdown of industrial-use sales volume, general industrial-use 

declined 21 million m3, reflecting the absence of the previous year’s growth from 

increased use of gas as fuel for cogeneration, along with the stalling of the economic 

recovery. Power generation-use sales volume grew 220 million m3, but if the tolling 

portion is included, the actual increase was 718 million m3, or 19.4%. 
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Slide 4 shows the portion of gas used under tolling arrangements, which is not 

included in gas sales volume. With our strong sales of electricity, gas volume used in 

tolling increased 499 million m3. 

 

Therefore, actual gas sales volume, the sum of gas sales volume and the gas usage 

volume under the tolling arrangement, increased 698 million m3, or 4.6%.   

 

This slide also shows the increase in industrial-use gas sales volume from the opening 

of the Chiba-Kashima Line, as well as the breakdown of year-on-year increases and 

decreases between power generation-use and general industrial-use in the Kashima 

area and in other areas. 
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Next, to results by business segment. 

 

Slide 5 shows FY2012 net sales and operating income and loss by business segment, 

with year-on-year comparisons. 

 

Operating income increased at all segments, with the reasons shown on the following 

slide. 
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Slide 6 outlines the increases and decreases in ordinary income by business segment. 

Operating income at the city gas segment increased ¥43.9 billion, or 45.1%. As I have already mentioned, the 

sliding time lag effect improved ¥37.9 billion and increased sales volume contributed ¥5.4 billion, and the other 

major factor was a ¥6.5 billion decrease in depreciation and amortization from tax code revisions. On the other 

hand, price reductions from tariff revisions for small-volume customers had a ¥10.3 billion negative effect. 

The gas appliances and installation work segment recorded a ¥1.3 billion, or 41.3%, increase, mainly from 

increased sales of GHP, with the recognition after the earthquake of their superior ability to provide a stable 

supply compared with electric air conditioning systems leading to increased sales to schools. 

The electric power segment recorded a large 20.2% increase in sales volume compared to FY2011, and with 

higher unit sales prices from tight supply versus demand, operating income rose ¥11.2 billion, or 140.7%. 

For the other energy segment excluding the electric power segment, operating income grew ¥3.9 billion, or 

128.6%. 

The LNG sales business recorded a ¥1.3 billion, or 93.6%, increase in operating income. In addition to increased 

sales volume, there was an improvement in the time lag factor in resource cost adjustments, similar to at the city 

gas segment. 

At the energy-service business, a decrease in depreciation and amortization at the on-site energy services business 

led to a ¥2.2 billion increase in operating income. 

The investment abroad segment recorded a ¥3.7 billion increase in operating income, which included increased 

interest income from financing provided to the operating entity of TG Bajio and the increased revenue from 

commencement of production at TG Pluto. 

Operating income grew ¥4.9 billion, or 41.8%, at the real estate and others segment. 

The real estate business reported a ¥2.3 billion, or 69.7% increase, in the absence of the previous year’s expenses 

from business restructuring. 

 

With higher demand for LNG leading to an increase in freight revenue, the shipping business recorded a ¥0.9 

billion, or 24.9%, increase in operating income. 

 

The improvement in non-operating income was mainly from the recording of ¥2.8 billion of revenue from the 

construction of dedicated pipeline facilities for large-volume customers outside the service area. 
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The next slide shows our FY2012 uses of cash flow. Capital expenditure at Tokyo 

Gas increased ¥13.2 billion, or 11.6%, to ¥127.1 billion, and at consolidated 

subsidiaries rose ¥26.4 billion, or 81.2%, to ¥58.9 billion, for a total increase from 

FY2011 of ¥37.3 billion, or 25.5%, to ¥183.7 billion. The large increase in capex at 

consolidated subsidiaries represented proactive overseas upstream investment 

overseas. 

 

On the other hand, investments and loans decreased ¥1.1 billion, or 17.1% from 

FY2011, to ¥5.3 billion. 

 

Returns to shareholders totaled ¥28.2 billion. 
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If you will turn to Slide 8, I would like to discuss returns to shareholders for FY2012. 

We intend to increase the full-year dividend for FY2012 by ¥1 per share, to ¥10 from 

¥9. Accordingly, the FY2012 year-end dividend is expected to be ¥5.50 per share. 

Our financial policy is to provide returns to shareholders through dividends and stock 

repurchases, with a target total payout ratio of roughly 60% each year through 

FY2020. Accordingly, in light of the earnings trend, TG will distribute our successful 

business results to shareholders by increasing the year-end dividend by ¥1 per share. 

Based on the number of shares outstanding as of the fiscal year-end and with the 

dividend increase, we expect the total amount of dividend payments for FY2012 to be 

¥25.7 billion. 

With respect to dividends, we will maintain our policy of “not reducing the dividend, 

and increasing the dividend in steps over the long term, in line with profit levels.” 

Adding stock repurchases of ¥36.0 billion in FY2013 to the ¥25.7 billion total 

dividend amount for FY2012, the total amount of returns to shareholders is ¥61.7 

billion, which works out to 60.7% of FY2012 consolidated net income of ¥101.6 

billion.  
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Next, I will discuss our full-year forecast for FY2013 results. 

Our economic frame for calculating our forecast assumes a crude oil price of $110 

per barrel and an exchange rate of ¥100 to the U.S. dollar. 

We are forecasting revenue and profit growth in FY2013, with the main reason for 

the increase being an improvement in the sliding time lag effect. 

For net sales, we are forecasting a ¥200.4 billion, or 10.5%, increase to ¥2,116.0 

billion. This includes a ¥117.8 billion, or 8.4%, increase in city gas sales on higher 

unit prices under the gas rate adjustment system in line with higher crude oil prices, 

along with a ¥19.4 billion, or 20.0%, increase in LNG sales. 

With a rise in resource prices from the yen’s depreciation, we expect city gas resource 

costs to increase ¥100.2 billion, or 7.9%, and combined with an anticipated ¥17.0 

billion, or 18.6%, increase in LNG sales costs, we are forecasting a ¥185.0 billion, or 

10.5%, increase in operating expenses, to ¥1,955.0 billion. 

As a result, we are forecasting a ¥15.4 billion, or 10.6%, increase in operating income, 

to ¥161.0 billion. We expect non-operating income and expenses to weaken in the 

absence of the ¥2.8 billion of revenue from dedicated facilities recorded in FY2012, 

and are therefore forecasting a ¥7.6 billion, or 5.1%, increase in ordinary income, to 

¥155.0 billion. 

With a reduction in the ¥3.4 billion extraordinary income from the sale of Gas 

Malaysia shares recorded in FY2012, we are forecasting a ¥0.6 billion, or 0.7%, 

decline in net income, to ¥101.0 billion. 
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Next I would like to move on to gas sales volume. 

Our FY2013 forecast is for a 609 million m3, or 4.0%, decrease in consolidated gas sales volume, to 

¥14,781 million m3. 

Let me continue to the breakdown of sales by usage. 

The main reason for this decrease is the shift to a tolling arrangement at Ohgishima Power, which we 

estimate will reduce gas sales volume for electric power generation by 969 million m3.  

In terms of other factors by segment, based on average temperatures for the past 10 years we are setting 

our average temperature assumption for FY2013 at 16.5oC. This is 0.2oC lower than the actual figure 

for FY2012, but because winter temperatures, which have a greater effect on gas sales volume, were 

particularly low in FY2012, we expect the temperature effect in FY2013 to be negative year-on-year at 

both the residential and commercial segments. 

At the residential segment, we expect a 32 million m3 negative temperature effect, a 42 million m3 

boost from an increase in the number of customer households in line with a solid pace of new 

installations, and a 37 million m3 decrease from a decline in volume used per customer household, for 

an overall decrease of 25 million m3, or 0.7%, from FY2012. 

We are also forecasting a 37 million m3, or 1.3%, year-on-year, decline at the commercial segment, 

primarily from the temperature effect. 

At the industrial segment, we are estimating a 969 million m3 decline from the shift to tolling, but are 

also planning on a 309 million m3 increase from the development of new demand in the Kashima area, 

for an overall decrease of 619 million m3, or 8.8%. 

By use, we are forecasting a 49 million m3 increase in general industrial demand from further 

development of new demand in the Kashima area. For electric power generation, we see the effect of the 

shift to tolling being partially offset by increased volume for power generation use in the Kashima area, 

for a net decrease in power generation-use of 668 million m3. 
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Slide 12 shows the portion of gas used under tolling arrangements, which is not included 

in sales volume. In FY2013, gas sales to Ohgishima Power will shift to tolling, so we 

expect tolling gas volume to increase 895 million m3, or 150.1% from FY2012, to 1,492 

million m3. 

 

Accordingly, we expect actual gas sales volume – the total of gas sales volume and gas 

volume used in tolling – to increase 287 m3, or 1.8% year-on-year. 
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Next, let us move to our forecasts for operating income by segment. 

 

Slide 13 shows our forecasts for FY2013 net sales and operating income by segment, with year-on-year 

comparisons. 

 

In terms of operating income, we see the main increases coming from the city gas, investment abroad, 

and electric power segments. The reasons for those increases are shown on the next slide. 
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The ¥17.6 billion, or 12.4%, increase in operating income forecast for the city gas segment includes a 

¥30.5 billion increase from an improvement in the sliding time lag effect, as well as decreases of ¥11.1 

billion from lower sales volume and ¥7.1 billion from an increase in fixed costs. 

 

At the electric power business, although compared to FY2012, we expect a slight decrease of 5.9% from 

lower sales volume, with unit prices remaining high on continued tight supply versus demand and the 

shift to tolling for gas sales to Ohgishima Power, we are forecasting a ¥1.0 billion, or 5.2%, increase in 

operating income. 

 

At the overseas segment, we are forecasting a ¥2.7 billion, or 112.5% increase, from investment abroad 

including full-scale production at TG Pluto and earnings from Barnett. 
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Next I will discuss uses of cash flow in FY2013. In terms of capital expenditure, with 

comparison to FY2012, we are planning for a ¥19.5 billion, or 15.3%, increase to 

¥146.6 billion at Tokyo Gas and a ¥55.5 billion, or 94.2%, increase to ¥114.4 billion 

at consolidated subsidiaries, for a total ¥74.3 billion, or 40.4%, increase in capex, to 

¥258.0 billion. 

 

At the same time, we are forecasting a ¥6.4 billion, or 120.8% from FY2012, increase 

in investments and loans, to ¥11.7 billion. 

 

We are planning to return ¥62.7 billion to shareholders. This includes the ¥36.0 

billion of treasury stock purchases in FY2013 that I have already mentioned, along 

with a FY2012 year-end dividend of ¥5.5 per share and a FY2013 interim dividend of 

¥5.0 per share. 
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Our funding plan for FY2013 is shown in the table on slide 16. I will not go into 

details here, except to note that we expect interest-bearing debt as of the end of 

FY2013 to increase ¥73.5 billion from the previous fiscal year-end, to ¥716.0 billion. 

 

In terms of outside funding, we intend to procure ¥117.3 billion, which I greatly 

thank to our debt investors for their continuous support, and hopefully remain close in 

future. 
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Slide 17 shows key indicators on a consolidated basis. I will pass over the details 

today except to say that we expect to maintain a double-digit ROE, with an 11.5% 

result in FY2012 and a forecast of 10.7% for FY2013. 
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Slide 19 outlines the status of progress under our Challenge 2020 Vision, focusing on 

major progress since this year’s second-quarter results announcement. 

First, in terms of gas resource procurement and the overseas business, we have 

decided to purchase LNG from the Cove Point project in the U.S. using Henry Hub as 

a price index. This will diversify our procurement to facilitate stable, low-cost 

importation of LNG to Japan. 

With regard to production and distribution, we are carrying out an LNG exchange at 

the Tokyo Electric Power (TEPCO) joint LNG terminal. This enables us to lower 

costs by reducing the volume of LPG we use. TEPCO also benefits by being able to 

utilize the excess capacity from the reduction in the number of LPG vessels bound for 

Tokyo Gas to increase its LNG receiving volume. 

At the energy solution segment, steady progress is being made in spreading and 

expanding the use of distributed energy systems. During FY2012, cogeneration 

development totaled 150,000 kW, and we sold 7,600 ENE-FARM units. 

The pie charts at the bottom of the slide show the breakdown of consolidated net 

income by business segment. For FY2012, the gas business accounted for 65% of net 

income, LNG, electric power, and other businesses accounted for 21%, and the 

overseas business for 15%. 
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Finally, I would like to discuss the consideration of gas tariff revisions, which we 

announced at 2:00 this afternoon. 

 

In light of the increase in gas sales volume that has resulted from our successful 

marketing efforts and the success of our continuous efforts to date to enhance 

management efficiency, we are considering tariff revisions for small-volume 

customers as a form of returns to customers during FY2013. 

 

We intend to consider the issue, with the aim of announcing the specific timing and 

details with this year’s first-half results announcement, when we have a clearer 

picture of FY2013 earnings. 

 

Accordingly, the FY2013 forecasts covered in this presentation do not include an 

effect from these tariff revisions, but we will make an announcement when we are 

able to clearly quantify that effect. 
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