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Sales decreased but profits increased in 3Q FY2020.

Net sales were ¥1,233.5 billion, a decrease of ¥128.5 billion year on year. 
This was mainly attributable to a decrease in the city gas unit price due 
to gas rate adjustments and a drop in the city gas sales volume of the gas 
segment due to the impact of the new coronavirus (COVID-19).

Operating expenses totaled ¥1,167.7 billion, a rise of ¥139.6 billion. This 
mainly reflected the impact from the decline in crude oil prices and a 
decrease in the city gas sales volume due to the impact of COVID-19.

As a result, both operating profit and ordinary profit increased, by ¥11.0 
billion and ¥5.4 billion to ¥65.7 billion and ¥62.3 billion, respectively.

Additionally, we posted -¥3.8 billion in extraordinary profit/loss and 
deducted income taxes, which resulted in an increase in profit 
attributable to owners of parent by ¥11.7 billion to ¥45.3 billion.

For reference, the impairment loss of ¥7.5 billion is for the same project 
as the impairment loss on overseas businesses of ¥6.4 billion recorded in 
2Q. It reflects a reassessment of the oil price outlook, etc. in 3Q.

The ¥4.0 billion loss on valuation of investment securities and the ¥2.9 
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billion gain on negative goodwill after making Castleton Resources a 
subsidiary have not changed from 2Q.

A gain on sales of investment securities of ¥4.7 billion was posted due to 
a partial sale of cross-shareholdings in 3Q.
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The city gas sales volume in 3Q FY2020 was 8,912 million m3, down 10.2% 
year on year. This was mainly attributable to a 614 million m3 decrease in 
sales volume to power generation customers due to the expiry of a 
contract with a large customer and a drop in operation owing to the 
impact of COVID-19.

The impact of COVID-19 is also included in the “others” category of 
residential, commercial and wholesale sales. Demand increased among 
residential customers as customers stayed at home due to the COVID-19 
pandemic.

There were drops in demand mainly at restaurants and hotels among 
commercial customers. However, demand gradually began to recover in 
November as economic activity resumed.

Demand for power generation among industrial customers increased due 
to factors such as a rise in demand for electricity in December.
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Total electricity sales volumes in 3Q was 17,685 million kWh, up 24.9% 
year on year.

Retail electricity sales increased 24.0% year on year to 7,152 million kWh, 
due to an increase in the number of customers. Wholesale and other 
electricity sales volumes also increased 25.5% to 10,533 million kWh on 
the back of an increase in sales to the wholesale power exchange, among 
others.

As in 2Q, we believe that COVID-19 had an impact in the increase in retail 
electricity sales as customers stayed at home due to the pandemic.
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Slide 6 shows net sales by segment and segment profit, which is 
operating profit plus equity income/loss of subsidiaries, and changes 
thereof.

In segment profit, a ¥8.3 billion increase in the gas segment and a ¥9.7 
billion increase in the electric power segment pushed up the overall profit.
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The ¥8.3 billion profit increase of the gas segment constitutes a ¥5.0 
billion drop in LNG sales offset by a ¥1.7 billion increase in gross margin 
of city gas and a ¥11.8 billion decrease in fixed costs for city gas.

The profit of the electric power segment increased by ¥9.7 billion, 
reflecting an increase in sales volumes due to a rise in the number of 
retail customers and an increase in sales volumes as consumers stayed 
at home longer, as well as a drop in fixed costs owing to a cut in retail 
sales expenses, among others.

Profit of the overseas segment decreased by ¥9.4 billion. This reflected a 
drop in profit from upstream projects and a decline in profit at equity 
method companies carrying out mid/downstream projects, despite an 
increase in profit at a new consolidated subsidiary conducting upstream 
business in North America.

As in 2Q, a rough estimate of the impact of COVID-19 is indicated at the 
bottom of the box of each segment. Please note that the amount is 
included in the factors affecting segment profit described for each 
segment, since it is difficult to single out the impact of COVID-19.
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For the FY2020 full year, we are forecasting an increase in sales and a 
decrease in profits. With regard to the economic framework for January 
and later, which serves as a basis of our forecast, we have revised the 
foreign exchange rate assumption from ¥110/$ to ¥105/$ and the crude 
oil price assumption from $45/barrel to $50/barrel.

We have revised our net sales forecast by ¥27.0 billion from the previous 
forecast to ¥1,801.0 billion. The main reason is an increase in city gas 
sales volume for power generation in the gas segment, due to the impact 
of low temperatures.

We have increased our forecast of operating expenses by ¥35.0 billion to 
¥1,722.0 billion. This is mainly attributable to a sharp rise in JEPX prices.

As a result, our forecast of operating profit, ordinary profit and profit 
attributable to owners of parent have been revised downward by ¥8.0 
billion to ¥79.0 billion, by ¥12.0 billion to ¥68.0 billion, and by ¥7.0 billion 
to ¥49.0 billion, respectively.

The main reason for the downward revisions to profits is the negative 
impact of the electric power segment due to the sharp rise in JEPX prices.
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I would like to describe our forecast of city gas sales volume, the basis of 
our full-year forecasts.

We have made an upward revision to our city gas sales volume forecast 
by 370 million m3 (+2.9%) from the previous forecast, of which -26 million 
m3 (-0.4%) is due to a temperature effect. The revision from the previous 
forecast is a reflection of the business performance up to December and 
the impact of customers staying at home on residential sales.
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Let me now describe the electricity sales volume.

The forecast of electricity sales volume has been revised upward from the 
previous forecast by 1.9% to 24,615 million kWh, mainly reflecting an 
expected increase in sales volume in wholesale, etc.

11



This slide shows our FY2020 net sales and profit forecasts by business 
segment and changes from the previous forecast.

Our segment profit forecast has been revised downward from the 
previous forecast by ¥9.1 billion to ¥78.8 billion.
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I would like to describe the major changes in our segment profit forecast.

In the gas segment, we raised our forecast by ¥3.9 billion as the increase 
in profit due to a rise in gross margin following an increase in the city gas 
sales volume offset the decrease in profit due to the response to tight 
LNG supply-demand balance.

The ¥12.5 billion downward revision in the electric power segment 
reflects the drop in gross margin from the sharp rise in JEPX prices, 
among others.

We have made a downward revision to our segment profit forecast as  
factors such as the tight LNG supply-demand balance and the surge in 
JEPX prices have eaten into profits that have been accumulated up to 3Q.

13



This slide shows net sales forecasts by segment and segment profit 
forecasts as compared to the results of the previous year.
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In the gas segment, our forecast is -¥2.3 billion mainly due to a drop in 
LNG sales following the response to tight LNG supply-demand balance, 
despite an expected increase in city gas gross margin due to an increase 
in residential city gas sales volume as customers stay at home.

Our forecast for the electric power segment is -¥6.9 billion, owing to a 
drop in gross margin from the sharp rise in JEPX prices, etc., despite an 
increase in gross margin due to an increase in sales volume following an 
increase in the number of retail customers.

In the overseas segment, we expect -¥10.1 billion, which reflects a 
significant impact from the drop in profit from upstream projects on the 
back of the decline in crude oil prices.

In the energy-related segment, we expect -¥3.0 billion owing in part to a 
decrease in the number of installations due to COVID-19.

Ordinary profit for the real estate segment is expected to be -¥2.8 billion 
due to the large impact from advance costs for the completion of 
Tamachi project.

Our forecast for the “others” segment is -¥2.9 billion due to a decrease in 
ship rental fees of the shipping business.
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As reference information, here are our forecasts as of 3Q in terms of the 
same items as in “Factors for Changes from FY2019” that we presented 
in 1Q.

Looking at the changes by item, the forecast for “other profit increase 
and decrease” has been decreased due to the impact of the surge of 
JEPX prices, while the forecast for “impact of COVID-19” has improved 
due to an increase in city gas gross margin on the back of a rise in 
residential city gas sales volume as customers stay at home.
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This slide details the use of cash flow in FY2020.

We expect our use of cash to substantially exceed the previous year’s 
level due to capital expenditure and investments and financing that were 
decided before 3Q.

On the other hand, the use of cash is expected to drop significantly from 
the previous forecast as we scrutinized the use of cash in view of the 
progress of each project.
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This slide shows key indicators on a consolidated basis.
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The following reference materials include a table on the sensitivity to the 
economic framework assumption, plus the trend of crude oil prices and 
the exchange rate, a list of major year-to-date press releases, a list of 
major overseas investment projects, and the number of switches to other 
electricity and city gas service providers.
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