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1. Company profile of Tokyo Gas

WhereisJapan? WhereisTokyo Gas?

Distribution
Tokyo Gas
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1. Company profile of Tokyo Gas

Established in 1885
Distribution Area
Tokyo and its

surroundings
Customers

Morethan 9.8 millions
Pipeline

Morethan 51,000km
Business enterprise
Import LNG, Vaporization, Transmssmn

Distribution, Sales and R& D
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1. Company profile of Tokyo Gas
We have R& D function

distribution ) Utilization /Safety servicg

PEFC
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2. Overview of Japanese

energy market
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2. Overview of Japanese energy market

Market will tend to be mature or shrink
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~ QOutlook of total energy demand supply in 2030 ~
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2. Overview of Japanese energy market

Market will tend to be mature or shrink

Reasons

1. Energy conservation will be promoted

2. Thebirth rateisfalling and the society
Isaging, resulting atrend for energy
consumersto fall in numbers
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2. Overview of Japanese energy market

Ratio of natural gaswill increase

I Hydro,Geother mal

B Nuclear

- Natural Gas

B Coal

Bl LPG
B Petroleum

~Primary Energy Supply Outlook for Japan (%) ~
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2. Overview of Japanese energy market

Ratio of natural gaswill increase

Reasons

1. Wemust reduce CO2 emission

2. Natural gas haslower geopolitical
risk than petroleum

( We depend on importsto satisfy all of its energy demand.
80% of LNG weuseisimported from Pacific area.)
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2. Overview of Japanese energy market

Summary

Market will tend to be mature or shrink

But...
Ratio of natural gaswill increase

Therefore...
It will be more important for

Japanese gas industry to supply

nhatural gas safety and stably




3. Current 1ssues of

Japanese gas utilities
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3. Current issues of Japanese gas utilities

Advancing mar ket liberalization

1999,2000 2004 2005 2007 iberaization

I Large-scale factories M edium-sized factories Small-scale factories
S And commercial complexes and hotels and hospitals

Electricity @

2000kw 500 kw
~Market liberalization Schedule~
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3. Current issues of Japanese gas utilities

Heavy competitions of energy utilities

~ [iberalized mar ketplace ~

Gas companies have begun to sell
electricity, Other companies sell gas.

Japanese gas utilities used to supply only gas
exclusively.
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3. Current issues of Japanese gas utilities

Heavy competitions of energy utilities

~ Unliberalized marketplace (residential use) ~

All-electric new housingratiois
Increasing to 16%

( All-électric housing, in which the kitchen, heating and hot
water supply areall electrically powered system )

" TOKYO GAS




3. Current issues of Japanese gas utilities
In order to win the competitions...
Thekey task islowering gasrate

l Changes of gas utilities

Industrial reorganization

( Transfersof public utilities by local private utilities: 20
cases past 10 years)

- Operational efficiency improvement
( Gassales per employee: 1.7 timesas high as 10 year ago )

- Shrinkage R& D expenses
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3. Current issues of Japanese gas utilities

Shrinkage of R& D expenses (-25%)
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~ R& D investment by top three gas utilities ~
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3. Current issues of Japanese gas utilities

Trend of R& D investment

+ Product R& D isbigger than Infrastructure
R&D
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3. Current issues of Japanese gas utilities

Trend of R& D investment

Product R& D isbigger than Infrastructure
R&D T T

But...

Itisalsoimportant for © =

We Have many
earthquakes
and aging pipes
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gas utilitiesto
Improve integrity of
pipeline




3. Current issues of Japanese gas utilities

Summary

Market liberalization
*Heavy competitions of energy utilities

- =

Falling R& D investment
*Trend to product R& D

—
Stable supply of natural gas and growth of
gasindustries might be disturbed 7?77
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3. Current issues of Japanese gas utilities

Summary

Therefore...
W e need efficient R& D activities,

schemes for provision of technical
solution and sharing R& D
Investment through all Japanese
gasindustries.
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4. Scheme for provision of

technical solution
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4. Scheme for provision of technical solution
~ Schemes ~

Schemes of R& D
1. Original R& D effort
2. Joint R& D effort

3. National project

Schemes of diffusing technologies
1. Support from utilitieswith R& D functions

2. Support from JGA
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4. Scheme for provision of technical solution

Schemesof R& D

1.0riginal R& D effort

Promoted : By acertain gas utility
Cost Burden : Private expenses

Case: “Marketability isvery high”
“Improving the company’s presence”

e.g. ) PEFC, remote operating
system for gas appliances and equipment

" TOKYO GAS




4. Scheme for provision of technical solution
~ Schemes ~

Schemes of R& D
1. Original R& D effort
2. Joint R& D effort

3. National project

Schemes of diffusing technologies
1. Support from utilitieswith R& D functions

2. Support from JGA
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4. Scheme for provision of technical solution

Schemesof R& D

2. Joint R& D effort

Promoted : By afew gasutilities
Cost Burden : Private expenses

Case: “Improving gas sales and operation”
“Unification of specifications draw out
bar gaining power”

e.gJ.) gas meter, pipeline materials

" TOKYO GAS




4. Scheme for provision of technical solution
~ Schemes ~

Schemes of R& D
1. Original R& D effort
2. Joint R& D effort

3. National project

Schemes of diffusing technologies
1. Support from utilitieswith R& D functions

2. Support from JGA
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4. Scheme for provision of technical solution

Schemesof R& D

3. National project

Promoted : By JGA and METI
Cost Burden : National expenditure

Case: “Budget isvery large” “ Greatly
Contributing to the expansion of the
use of natural gas’
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4. Scheme for provision of technical solution
~ Schemes ~

Schemes of R& D
1. Original R& D effort
2. Joint R& D effort

3. National project

Schemes of diffusing technologies
1. Support from utilitieswith R& D functions

2. Support from JGA
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4. Scheme for provision of technical solution

Schemes of diffusing technologies
1. Support from utilitieswith R& D functions

YETCHIM Y Top Gas utilities with R& D division [
ceEThE [yl Bl (e.g. Tokyo gas, Osaka gas ) :
and solution | :

iliti Approval for

Other gas utilities : _ .
g licensefor R&D
products

Other gasutilities

|reward| Gasengineering affiliate

Other gasutilities ; companies ( e.g. Tokyo
gas engineering, Osaka
gasengineering )
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4. Scheme for provision of technical solution

Schemes of diffusing technologies
2. Support from JGA

Coordination by JGA |Make presentations|

Exhibitionsand :
Symposium B Top Gasutilities
for new technologies 3 (eg. Tokyo Gas)

“ Informatloné Gas engineering
exchange |: il] '

entry affiliate companies

Other gas utilities (eg. Tokyo Gas
Hl engineering )

Other gasutilities
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4. Scheme for provision of technical solution

Tokyo Gas contributesto JGA notably

Contributing funds
. and workersin

: —— Other
sgelelogile iR (Yol JGA Organization L come

company \ — o
: 2 publication

: o ctc

Tokyo Gas

Gas Utilities
Gas Utilities
Gas Utilities
SasLitlities : Wagesfor their
Gas Utilities [EROIRVETINTS!

from each utilities

Regular
. employees
visiting 1oy
workers
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~ The system to keep JGA organization ~
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5. Conclusion
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5. Conclusion

Recent market liberalization tendsto shrink

R& D investment and make R& D activities
pursue short-time profits.

B Ré&D investment islimited

* We need have efficient R& D activities and schemes
for provision of technical solution through all
Japanese gas industries.

- We must have ability to assess the needs of our
customer s and the market more accurately than in

the past.
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That's all.

Thank you for

your Kind attention.
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