& THE JAPAN GAS ASSOCIATION

Primary Energy Supply and Demand
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Final Energy Consumption by Sources
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Current LNG Projects
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LNG Receiving Terminals
and Transmission Pipelines

Electric

City Gas Power Others
18.1 39.6 0.8
Import million tons  million tons  million tons
(863bcf) (1,889bcf) (38bcf)
Share 31% 68% 1% &

As of March 31, 2004
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oeh  Trend of City Gas Demand by Sector
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®Residential: General households (cooking, water heating, air cooling and heating, drying, etc.)

® Commercial: Companies/business establishments, wholesale/retail stores, restaurants, inns/hotels, department
stores/supermarkets, beauty parlors, dry cleaning stores, amusement/entertainment facilities, boarding houses/dormitories, etc.
®|ndustrial: Manufacturers, etc. in fields such as foodstuffs/food products, textiles, paper/pulp, chemicals, ceramics/earth/stone,
steel, non-ferrous metals, metals, machinery, etc.

® Others. Schools, public agencies, hospitals, clinics, medical offices, etc.
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Number of City Gas Utilities

(Number of customers) Private  Public Total Share of utilities Share of gas sales
10,000 or less 80 36 116 50.9 1.1
10,001 — 100,000 71 20 91 40.4 7.1
100,001 — 500,000 14 2 16 6.1 9.7
500,001 or more 6 0 6 2.6 82.1
Total 171 58 229 100.0 100.0

010,000 or less

E 10,001 - 100,000
0 100,001 — 500,000
0 500,001 or more

As of March 31, 2004 6
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Deregulation of Gas and Electricity Business

1994

1999

2004

Gas

Electricity

»Liberalization of large volume supply to
customers contracting for yearly supply of at least 2

million m3 (70.6mmcf)
T

»Liberalization of wholesale electric market,
which enables IPPs (Independent Power
Producers) to enter the market

»Liberalization was extended to include customers
contracting for yearly supply of at least 1 million m3

»Major 4 gas utilities must provide open access to
their pipelines.

o

»Liberalization of supply to high-voltage
customers (20kV or higher) and with at least
2MW of connected load

o

»Introduction of “optional agreement” which is a discount rate applied if it is anticipated that this would
contribute to the efficient use of facilities used for general supply or otherwise contribute to efficient

business operation

»Regulatory requirement for rate reduction was downgraded from the authorization to notification.

P

»Liberalization was extended to include customers
contracting for yearly supply of at least 0.5 million m?
»All companies owning or operating gas pipelines,
including indigenous natural gas suppliers as well as
electric utilities, must provide open access to their

»Liberalization was extended to include high-
voltage customers with at least 500kW of
connected load.

L=

pipelines.
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Deregulation schedule in Gas and Electricity Business

Gas Electricity
. 2
£vo0o4 | 0-° millionm® 1, 0, 500kW 40%
(17.7mmcf)
FY2005 - - 50kW 63%
s : .
Y2007 0.1 million m3 ., 50% Start of-studl-es t-oward full
(3.5mmcf) liberalization

*1 Large hospitals, city hotels, and chemical and metal industries
*2 Shops, restaurants, demand associated with air conditioning of offices, and small manufacturers
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