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(Yen in millions, rounded down)
1. Financial results for the year ended March 2015 (Apl 1, 2014 — March 31, 2015)

(1) Result of operations (Consolidated)
(Percentage figures represent year on year changes)

Net sales Operating income Ordinary income Netrimeo
Million yen % Million yen % Million yen % | Million yen %
Fiscal year ended March 2015 88,851 6.4 4,111 99.8 4,699 45.3 2,746 39.5
Fiscal year ended March 2014 83,541 7.2 2,058 (27.6) 3,235 2.0 1,969 7.3

Note: Comprehensive income: FY ended March 31, 28803 million yen [74.2%)], FY ended March 31, 202,240 million yen [(8.5%)]

Net 'Qﬁgge pe Netlr;ﬁc;rrr: per Return on Ratio of ordinary | Ratio of operating
(basic (diluted equity income to assets| income to net sales
Yen Yen % % %
Fiscal year ended March 2015 46.32 - 7.9 4.8 4.6
Fiscal year ended March 2014 33.31 - 6.0 3.5 25
Notes: Equity in earnings of affiliat: FY ended March 31, 2015: 87 million yen FY endiéarch 31, 2014: 108 million yen
(2) Financial Position (Consolidated)
Total assets Net assets Equity ratio Net assetshaee
Million yen Million yen % Yen
As of March 31, 2015 99,759 39,237 37.4 571.02
As of March 31, 2014 96,785 35,245 34.7 567.11
Reference: Shareholders’ equity: As of March 31,3220 37,340 million yen As of March 31, 2014: 33,58#flion yen
(3) Cash flow position (Consolidated)
Net cash provide Net cash provide Net cash provide Cash and ca:
by (used in) by (used in) by (used in) equivalents at end
operating activitie investing activities financing activitie of perioc
Million yen Million yen Million yen Million yen
Fiscal year ended March 2015 10,164 (20,030 (1,779) 6,840
Fiscal year ended March 2014 7,399 (12,113 5,785 8,004
2. Dividends
Dividends per share Aggregate . Dividends/
Payout ratio
Encof | Encof | End of | End of amount i net assets
1Q 2Q 3Q Fy | Annual|  (Annual) (Consolidated (Consolidated
Yen Yen Yen Yen Yen Million yen % %
Fiscal year ended March 2014 - 3.00 - 3.00 6.00 354 18.0 1.1
Fiscal year ended March 2015 - 3.00 - 5.00 8.00 504 17.3 1.4
Fiscal year ending March 2016 (Forechst) - | 3.0 | 300] 6.00

Note:
Ordinary dividend: 3.00 yen

Breakdown of year-end dividend for the fisgedr ended March 2015:

Commemorative dividend to celebrate listing onftfe section of Tokyo stock exchange: 2.00 yen




3. Forecast for the fiscal year ending March 2016 (Casolidated, April 1, 2015 — March 31, 2016)

(Percentage figures represent year on year changes)
Profit attributable to ownel| Net income pe

Net sales Operating income Ordinary income of the parer shar
Million yen % | Million yen % Million yen % Million yen % Yen
First half 39,000| (5.1) 2,100 58.0 2,300 44.9 1,400 81.1 21.41
Full year 83,000 (6.6) 4,400 7.0 4,800 2.1 3,100 12.9 47.41
* Notes
(1) Changes in significant subsidiaries (Changes icifipesubsidiaries accompanied by changes in tbpesof consolidation):
None
(2) Changes in accounting principles and estimatesrenalspective restatement
(a) Changes due to revision of accounting standardses Y
(b) Changes other than in (a): None
(c) Changes in accounting estimates: None
(d) Retrospective restatement: None
(3) Number of shares outstanding (common stock)
(&) Shares outstanding (including treasury shares)
As of March 31, 2015: 67,998,590 shares As of M&t, 2014: 61,995,590 shares
(b) Treasury shares
As of March 31, 2015: 2,605,711 shares As of M&Th2014: 2,771,391 shares

(c) Average number of shares outstanding during the yea
Period ended March 31, 2015: 59,295,887 shares iodPended March 31, 2014: 59,118,174 shares



Reference: Non-consolidated Financial Results
Financial results for the year ended March 2015 (Apl 1, 2014 — March 31, 2015)
(1) Result of operations (Non-consolidated)

(Percentage figures represent year on year changes)

Net sales Operating income Ordinary income

Million yen % Million yen % Million yen %

Fiscal year ended March 2015 70,380 6.2 2,849 235.1 3,575 56.1
Fiscal year ended March 2014 66,200 7.3 850 (45.5) 2,290 12.7
Net income Net income per share (basi¢) Net incpereshare (diluted)

Million yen % Yen Yen

Fiscal year ended March 2015 2,231 50.1 37.63 -
Fiscal year ended March 2014 1,486 17.9 25.15 -

(2) Financial Position (Non-consolidated)

Total assets Net assets Equity ratio Net assetshaee

Million yen Million yen % Yen

As of March 31, 2015 80,232 26,976 33.6 412.53

As of March 31, 2014 77,197 23,880 30.9 403.22

Notes: Shareholders’ equity

As of March 31, 2015:226,976 million yen

(3) Forecast for the fiscal year ending March 2016 @§onsolidated, April 1, 2015 — March 31, 2016)

(Percentage figures represent year on year changes)

As of March 31, 2014: 23,880 million yen

Net sales Operating income Ordinary income Netrime Net igrc]gme pe
Million yen % | Million yen % Million yen % Million yen % Yen
Firsthali 30,000| (5.7) 1,200 77.5 1,600 65.4 1,000 88.7 15.29
Full yea 64,000| (9.1) 2,300 | (19.3) 3,600 0.7 2,400 7.6 36.70

Status of implementation of audit procedures

The rule mandating audit procedures (under therfeinhInstruments and Exchange Act) does not afptiiis Summary of Financial
Results. It is under the review procedure procasedh upon the Financial Instruments and ExchangatAbe time of disclosure of
this report.

Cautionary statement regarding forecasts of opgyasisults and special notes

The forward-looking statements contained in thipréare based on information currently availabléhe Company and certain
assumptions which are regarded as legitimate. Tétagements are not promises by the Company rewpfatiure performance.
Actual results may differ significantly from thefecasts due to various factors. For informatibnut the forecasts, please see “(1)
Analysis of Results of Operations (forecast fortleat fiscal year) of 1. Results of Operations'page 4.
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1. Results of Operations

(1) Analysis of results of operations

During the fiscal year that ended in March 2018, Xapanese economy recovered slowly as corponatiegsand
employment improved due to economic stimulus messhy the Japanese government and monetary meagutesBank of
Japan. However, the outlook for the economy renthimelear. The main reasons were a decline in ecoessentiment
caused by the consumption tax increase and conabmsg a downturn in overseas economies.

In Japan’s energy industry, the drop in the pricerade oil and the weaker yen have severely ingghstles and earnings. At
the same time, major changes in the competitivie@mwent are occurring. Most significantly, gas &fettric utilities are
entering each other’s markets and new competiteremerging because of reforms to Japan’s gaslaotiigity sectors.

As a regional supplier of energy, the Hiroshima Gasup is determined to earn the trust of sharefre|ccustomers and the
public in order to remain an organization that peahoose over others. There were many activitiggg the fiscal year to
accomplish this goal. In April 2014, an LP gas salempany and a city gas service company were mé¢ogereate a new
sales and service channel in the three districktirmishima prefecture that Hiroshima Gas serves. Jdul is to upgrade
customer services by using an integrated framefaorkity gas and LP gas.

Another significant event was the March 9, 2018r¢s of Hiroshima Gas stock on the first sectiorire Tokyo Stock
Exchange. This accomplishment was made possibilkebgupport of shareholders and many other indalgland companies

associated with Hiroshima Gas.

In the fiscal year that ended in March 2015, smleseased 6.4% to 88,851 million yen mainly becaafsan increase in unit
sales prices in accordance with the system of tidgugas tariffs to reflect the cost of gas resear©perating income was up
99.8% to 4,111 million yen. After non-operatingante and expenses, ordinary income increased 4®3%6%99 million yen.
Net income increased 39.5% to 2,746 million yen.

(Million yen)
Ratio of
Amount Non- :
FY3/2014 FY3/2015 change % change consolidated cc;nsolldated
0 parer
Net sales 83,541 88,851 5,309 6.4 70,380 1.26
Cost of sales 58,050 60,666 2,616 4.5 48,003 -
Selling, general an
administrative expens 23,433 24,073 639 2.7 19,528 -
Operating income 2,058 4,111 2,053 99.8 2,849 1.44
Ordinary income 3,235 4,699 1,464 45.3 3,575 1.31
Net income 1,969 2,746 777 395 2,231 1.23
Crude Oil Price and Foreign Exchange Rate
Unit FY3/2014 FY3/2015 Change (%)
Crude oil price (ICP*) USD/bbl 105.4 87.9 (17.6)
Foreign exchange rate (TTM) Yen/USD 100.2 109.9 9.7

* |CP is a market-linked formula for determininggas that was created to determine the price afecnil produced in

Indonesia.




(&) Segment summary

Gas business

(i)

The city gas business accounts for most of thes sald earnings of this segment.
At the end of March 2015, despite extensive sat@sities, the number of customers was 409,185,rddy 68 from

one year earlier.

The city gas sales volume decreased 3.5% to 49ibmih?,
In the residential sector, sales volume increasgéth @ 103 million M mainly because air and water temperatures

were low.

In the business sector (commercial, government/taédind industrial), sales volume was down 5.9%2#% million
m3 mainly because of a decline in sales volume teeatihigh-volume customers.
In the wholesale sector, growth in sales volumeutoent wholesale buyers of gas caused the salesmedo increase
2.7% to 62 million
Although the volume of city gas sales was lowernatary sales increased mainly because of highesalas prices in
association with the gas resource cost adjustrer. result, segment sales increased 7.1% to 7ii#dn yen and

operating income increased 161.9% to 3,562 miljien.
Note: In this document, all gas sales volume figurse the conversion rate of 45 megajoules peccubier.

City Gas Business

Unit FY3/2014 FY3/2015 Change % change
Customers houses 410,353 409,185 (1,168) (0.3)
Market penetration % 67.6 66.8 (0.8) -
Residential million M 103 103 0 0.7
g Business Commercial million 47 45 (2 (4.9)
g covtand | milion m: 38 37 8 4.2)
3 Industrial million n? 258 242 (16) (6.4)
3 million m? 345 324 (20) (5.9)
Wholesale and other million‘m 61 62 1 2.7
Total million n? 509 491 (18) (3.5)
Avg. mo_nthly sales volume per me 241 24.3 0.1 0.8
residential customer
Average air temperature °C 1616 16.2 (0.4) -
Average water temperature °C 14.8 14.5 (0.3) -

(ii) LPG business

In the liquefied petroleum gas (LPG) business,ssimereased 0.2% to 16,338 million yen and opegdtinome was up
64.7% to 349 million yen. The main reason was ghowtLPG sales volume.

(i) Others

Others consists of activities that are not incluskeeportable business segments. Major businesgsesonstruction,
information distribution and senior services. Dugimly to higher construction sales, sales incre@sé% to 3,916
million yen but operating income fell 90.7% to 18lion yen.

Summary by Segment

(Million yen, upper row: year-on-year change)

Gas LPG Others Adjustment Consolidate(h
Sales 7.1% 0.2% 0.6% 6.4%
71,544 16,338 3,916 (2,947) 88,851
Operating 161.9% 64.7% (90.7%) 99.8%
income 3,562 349 13 186 4,111




(b) Forecast for the fiscal year ending in Marci@0

Sales are forecast to decrease 6.6% to 83,00@mjyién due to the outlook for lower sales in the gggment. Unit sales
prices are expected to decrease in associatiorthrdtgas resource cost adjustment due to the ddalithe price of crude

oil.

Earnings are expected to increase despite thetefiéchanges in the price of crude oil and foreigohange rates. Based
on the outlook for a crude oil price (JCC) of $63/and an exchange rate of 120 yen to the US ddharcost of raw
materials is expected to decrease. As a resulfpreeast a 7.0% increase in operating income t004pdillion yen, a 2.1%
increase in ordinary income to 4,800 million yen @n12.9% increase in profit attributable to owrarparent to 3,100

million yen.

In fiscal 2015, we forecast capital expenditure$1D00 million yen on a consolidated basis, uB%3year on year. This
spending is slated for the continued expansioh@fiocking function at the Hatsukaichi LNG termiaat development of
gas trunk lines, as well as for the replacemenigaig main and distribution pipelines.

(Million yen)
FY3/2015 FY3/2016 Change Ratio of consolidated
[Actual] [Forecast] Amount % to parent
Net sales 88,851 83,000 (5,851) (6.6) 1.30
Operating income 4,111 4,400 288 7.0 1.91
Ordinary income 4,699 4,800 100 21 1.33
Profit attributable to owners of 2746 3,100 353 12.9 1.29
parent
(Reference) Non-consolidated
(Million yen)
FY3/2015 FY3/2016 Change
[Actual] [Forecast] Amount %
Net sales 70,38 64,000 (6,380) (9.1
Operating income 2,849 2,300 (549) (29.3)
Ordinary income 3,574 3,600 24 0.7
Net income 2,231 2,400 168 7.6
Assumptions
Unit FY3/2015 FY3/2016 Change
[Actual] [Forecast] 9
City gas sales volume millionim 491 498 6
Crude ol price (ICP/JCC)* USD/bbl 87.9 65.0 (22.9)
Foreign exchange rate (TTM) Yen/USD 109.9 120.0 10.1

* Starting in the fiscal year ending in March 201t& basis of the crude oil price assumption has lohanged from ICP
to JCC (Japan Crude Cocktail, which is the weigimedthly average CIF price for all crude oil impttby Japan).

Capital expenditure

(Million yen)
FY3/2015 FY3/2016 Change
[Actual] [Forecast] Amount %
Consolidated 9,667 11,000 1,332 13.8
Non-consolidated 9,196 10,400 1,203 13.1




(2) Analysis of financial condition
(a) Assets, liabilities and net assets

Total assets were 99,759 million yen at the endafch 2015. This was 2,974 million yen higher tloae year earlier
mainly because of an increase in property, pladtexjuipment caused by capital expenditures.

A decrease in debt was the main reason for a dezi@al,017 million yen in liabilities to 60,522Ilan yen.

Net assets increased 3,992 million yen to 39,23lfomiyen. The primary reason was growth in capstakk resulting

from the issuance of new shares.

As a result, the equity ratio was 37.4% at the @ritie fiscal year.

(b) Cash flows

There was a net decrease of 1,163 million yen $h @ad cash equivalents during the fiscal year&é@®million yen as of

March 31, 2015.
(Operating activities)

Net cash provided by operating activities increaa@@4 million yen to 10,164 million yen. The pripaause was the
increase in income before income taxes.

(Investing activities)

Net cash used in investing activities decrease822nfillion yen to 10,030 million yen mainly becauffea decrease in the
purchase of property, plant and equipment.

(Financing activities)

Net cash used in financing activities was 1,77%onilyen, increased 7,565 million yen compared il previous fiscal

year. This change was attributable mainly to tlieneption of bonds.

(Million yen)

FY3/2014 FY3/2015 Change
Cash flows from operating activities 7,399 10,164 2,764
Cash flows from investing activities (12,113) (10,030) 2,082
Cash flows from financing activities 5,785 (1,779) (7,565)
Net increase (decrease) in cash and cash equivalent 1,071 (1,646) (2,717)
Increase in cash and cash equivalents from newligatmlated ) 482 482
subsidiary and from merger with unconsolidated Elidses
Cash and cash equivalents at end of period 8/004 6,840 (1,163)
Interest-bearing liabilities at end of period 41036 39,215 (3,144)

(b) Performance indicators associated with casksflo
FY3/2011 FY3/2012 FY3/2013 FY3/2014 FY3/2015

Equity ratio 34.3% 33.1% 35.8% 34.7% 37.4%
Market cap equity ratio 17.99 16.0% 19.1% 17.9% 27.3%
Cash flow/Interest-bearing
liabilities 4.5yrs 13.4yrs 2.6yrs 5.7yrs 3.9yrs
Interest coverage ratio 12.8x 5.0x 25.0x 16.4x 24.6x

Notes: Equity ratio is shareholders’ equity divldey total assets.
Market cap equity ratio is market capitalizationided by total assets.
Cash flow/debt ratio is interest-bearing liabittidivided by cash flows.

Interest coverage ratio is cash flows divided higriest expenses.

*1 All figures are based on consolidated finandiata.
*2 Market capitalization is calculated based onnibenber of shares issued after deducting treafiames.
*3 Cash flows are operating cash flows in the ctidated statements of cash flows.
*4 Interest-bearing liabilities is the sum of aiterest-bearing liabilities on the consolidatedabaé sheets.
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Fundamental policy for allocation of earnings anddgnds for the current fiscal year and next fisezar

Hiroshima Gas considers redistribution of profitsts shareholders to be one of the most importeartagement issues The
Group has maintained stable dividends while stiemjng its financial position and business fouratatirhe Group is
committed to rigorously pursuing management efficieand conducting aggressive marketing activittas. basic policy is
to maintain stable dividends with due considerat@future capital investment and, research aneldement needs, in
addition to financial position and earnings level.

Retained earnings will be used for capital expemed involving the gas production and supply irtftacture and other
facilities.

In accordance with the basic policy, the compansmhividend from surplus twice a year as interimidiénd and year-end
dividend.

After considering results of operations in thedisgear that ended in March 2015, the businessatéirand all other
applicable factors, the Board of Directors approagdsolution on May 13, 2015 to pay a fiscal yead-dividend of 5 yen
per share. This is the sum of a 3 yen ordinarydeéind and a 2 yen commemorative dividend for theyddtock Exchange
first section listing. With the interim dividend 8fyen, this resulted in a dividend of 8 yen pearstapplicable to the fiscal
year.

For the fiscal year ending in March 2016, HiroshiGas plans to pay an ordinary dividend of 6 yengbeare.

Business and other risk factors

This section explains risk factors that may affeetHiroshima Gas Group regarding performancenfiis soundness and
other items. Forward-looking statements are thgrjuehts of management at the time this documenipvegmred.

1) Effect on gas demand of changes in air and weateperatures and the declining population and murabhouseholds

(i) Changes in air and water temperatures
Due to the nature of the gas business, changésandwater temperatures cause demand for gasve op and
down. These movements in demand may influencetsestibperations. Sales and earnings are usugly dhiring
the winter when air and water temperatures are e to the high percentage of fiscal year saleseannings in
the fourth quarter, predicting fiscal year perfont@based on performance during the fiscal yearbeajifficult.

(ii) Declining population and number of households
As the population and the number of householdsmiedajas demand may decrease affecting the comphanginess
performance.
2) Climate change in the business client
At Hiroshima Gas, commercial customers accounaflarge share of the volume of gas sales. Conségueimanges in
the economy, the structure of industrial activityl ather associated items may affect results ofatipms.
3) Changes in the cost of resources
Movements in the cost of resources caused by clsdngke price of crude oil and foreign exchandesare generally
offset by gas price revisions based on the resaoseadjustment system. However, if the cost dueces climbs
sharply for an extended time or gas price adjuststati behind the rise in the cost or resourdesre may be an effect
on results of operations.
4) Difficulty procuring resources
Hiroshima Gas purchases imported liquefied natymal(LNG) for the production of gas. As a resuitaacident or other
problem involving the equipment or other aspectsparations at the suppliers of LNG may affect itesef operations.
5) Interest rates and fund procurement
Changes in interest rates on funds procured magtafésults of operations. However, this effedinisted because a
large percentage of debt has fixed interest rates.
6) Natural disasters and accidents
Earthquakes and other natural disasters as walt@dents that damage the facilities of the HinmehiGas Group or its
customers may affect results of operations.
7) Problems involving gas appliances and otherpement
A major problem involving gas appliances or othguipment that uses gas may affect results of opesat
8) Compliance
If there is a violation of a law or regulation, tfesulting expenses, loss of public trust or ottegyative effects may affect
results of operations.
9) Information leaks
If there is a leak of the personal information v$tomers, the resulting expenses, loss of puhlst tir other negative
effects may affect results of operations.
10) Competition, revisions in institutions and athepects of the energy industry
(i) Competition
The complete liberalization of retail energy satedapan will create new business opportunitiesti® other hand,
liberalization will be accompanied by the risk@fver gas prices and the loss of customers duertpetition.

(ii) Changes in institutions, etc.
The city gas business and community gas businessneeeive government permits for business opersitimeet
requirements for gas rates and the supply of gascamply with other requirements in accordancé wie Gas



Business Act. In the event of a violation of thi$ ar another law or regulation that is detrimetdgbublic interests,
the Gas Business Act states that the businesstpgambe canceled. At this time, there are no evanthe
Hiroshima Gas Group that could result in a busipesmit cancelation. However, if a business peisnianceled in
the future for some reason, there may be an effethe ability to conduct business operations.

In addition, business operations must comply with@®as Business Act and other laws, regulationsrestidutions.
Consequently, any revisions in these laws, regariatand institutions may require expenses for ciamgé or affect
operations in some other way.
11) Litigation
There are ten lawsuits (with eleven plaintiff comiea) that demand the payment of damages in asisocigith an event
that was discovered in March 2009 at consolidatgdidiary Hiroshima Gas Kaihatsu Co., Ltd. As shdegtow,
proceedings are currently under way for one oféHawsuits. For two of the ten lawsuits, Hiroshi@as has prevailed

because the court recognized the position of HinoatGas and all demands of the plaintiffs have egtted. For
seven of the ten lawsuits, the plaintiffs reachsdtlement with Hiroshima Gas.

Hiroshima Gas plans to fight the allegations ofpantiff in court. The verdict may require payneby Hiroshima Gas
that would be recognized as expenses on the cdasedi financial statements. As a result, depengiintpe outcome of
this lawsuit, there may be an effect on resultspefrations and the financial position.

(As of March 31, 2015)

Plaintiffs Defendants Date of filing Description Amou_n_t demanded
(million yen)
Hiroshima Gas, one Demand for pavment
Airack Co., Ltd. other company and | April 12, 2010 pay 803
of damages
10 people
Furusawa Hiroshima Gas, one Demand for pavment
Construction Co., other company and | April 12, 2010 pay 643
of damages
Ltd. 10 people
Total 1,446

Note: A settlement was reached on April 10, 202ceoning the lawsuit of Furusawa Construction.



2.

Corporate Group

In the fiscal year that ended in March 2015, thapsoof consolidation changed because of the foligwirganizational

revisions.

Hiroshima Gas Nishi Chugoku Co., Ltd. absorbed stilma Gas Seibu Shop Co., Ltd., which was dissolved
Hiroshima Gas Kure Hanbai Co., Ltd. absorbed HirmmshGas Kure Shop Co., Ltd., which was dissolved.
Hiroshima Gas Higashi Chugoku Co., Ltd. absorbedstima Gas Onomichi Shop Co., Ltd., which wasadies!.

Hiroshima Gas Saijo Hanbai Co., Ltd. absorbed Hiiroa Gas Takehara Hanbai Co., Ltd., which was tisslp and was
renamed Hiroshima Gas Chuo Co., Ltd.
Due to these actions, Hiroshima Gas Kure Hanbaiiwivas an equity-method subsidiary, has been declun the
consolidated financial statements because of &atgr significance. In addition, Hiroshima Gas 8&hop is no longer
consolidated and the equity method is no longed fseHiroshima Gas Kure Shop, Hiroshima Gas Onbirihop and
Hiroshima Gas Takehara Hanbai. After these charlgese are fourteen consolidated subsidiaries.

The following diagram shows the Hiroshima Gas Grafipr the actions outlined in this section.

Hiroshima Gas Nishi-Chugoku

Hiroshima Gas Higashi-Chugoku

Hiroshima Gas Kure Hanbai

Hirroshima Gas Chuo

I Hiroshima Gas Kabe Hanbai

Hiroshima Gas Tobu

Hiroshima Gas Hokubu Hanbai

Sale of appliances etc.

City gas service

A 4

Sale of appliances, utilization of bases

Hiroshima Gas Energey

Hiroshima Gas Hakata

Hiroshima Gas Yuki Hanbai

LPG filling

| Family Gas Hiroshima
A

i . i LPG filling
! Binan Gas i g
Others
Non-consolidated subsidiaries: 8 I Hiroshima Gas Propane Industry I
Affiliates: 8

The Company | Equity method subsidiary

Sen) BWIYSOIIH

Insulation; planning; safety
inspections

<
d

Hiroshima Gas Techno-Service

Gas meter data collection; fee
collection; call center

4—| Hiroshima Gas Mate

Transmission service

I Consolidated subsidiary I i Equity method affiliate

<4— Distribution/service

<&
<

Setouchi Pipeline

Senior care service

Gas Be-Smile

Information distribution

I Runet

Others

Consolidated subsidiary: 1
Non-consolidated subsidiaries: 1
Affiliates: 1
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Management Policies

Fundamental management policy and medium/long-ttrategies

The Japanese economy recovered at a moderate paeeeffects of economic stimulus measures bydpanese
government and monetary measures by the Bank ahJpwly began to appear in the real economy. Wewehe outlook
for the economy remains unclear. The main reas@nslawing economic growth overseas and weakerongumer
spending.

In Japan’s energy industry, the operating envirammentinues to be challenging. Japan’s populdai@ying as the number
of children decreases. Furthermore, the numbeoas$ing starts is falling. There is also increagsiampetition among
companies in different sectors of the energy ingush addition, gas and electric utilities areezintig each other’'s markets
and new competitors are emerging because of reftrdapan’s gas and electricity sectors. Conselyydapan’s energy
market is entering a period of major changes.

In Japan’s Basic Energy Plan, which was approveth&yCabinet in April 2014, natural gas is posiéidras an important
energy source that will have a greater role. Thedfiima Gas Group regards as its mission makirap#ibution to
conserving energy, lowering G@missions and further decentralizing energy sauogencreasing the use of gas and
utilizing energy in even more advanced ways.

At the end of October 2009, Hiroshima Gas annoucee\w vision for the group called Action for Dre@620. To make
this vision a reality, Hiroshima Gas implementedaation plan during the three-year period stariinfiscal 2011 as the first

step to achieve the new vision. The next three-pesnd, which started FY3/2014, was positioned &ime to step up
activities involving the vision and there were mamigiatives for this purpose.

The medium-term management plan ending March 20%8uctured to achieve more progress based dordamental
goals of the 2020 vision. Hiroshima Gas will takany actions that reflect changes in market conuitiancluding
liberalization of Japan’s energy market. All aciamill place even greater emphasis on accomplistiiagyoals of the 2020
vision.

(Management policy)
Step up activities for accomplishing the goalshef 2020 vision

Aim for sustained growth of the Hiroshima Gas Grbypriewing changes in the operating environmerdgmrtunities

1) Conserve energy, cut G@missions and improve energy security by incrgasia use of natural gas and LPG and using
energy more efficiently and responsibly.

2) Supply customers with more value by seeking morngsw@ provide services from the customers’ perspeend
helping support life styles that are more environtally responsible and safe.

3) Seek new business opportunities and start new éss@s in order to respond properly to the libeatibn of Japan’s

energy market.

4) Earn a reputation as a rewarding workplace andresble corporate citizen by creating an open-minaiganization
with priority on fairness and transparency.

5) Develop a workforce that is highly skilled and mated and also capable of taking on the respoitgifil future
growth.

6) Improve the Hiroshima Gas Group’s profitability aithncial soundness in order to build a powerhirporate structure
and sustain growth.

Targeted performance indicators
Hiroshima Gas places priority on the return on gofar the purpose of increasing corporate valuac®ns are taken to
make gas more competitive in relation to other fielrces and to become more profitable.

In fiscal 2016 and the following years, althouginfpenance will probably be affected by the costesfources and other
items, Hiroshima Gas will aim for more growth iretROE by operating more efficiently and increagingfitability.
Improving financial soundness is another goal. @@aplish this, the plan is to increase the equitip and reduce debt.



(3) Important Issues
1) Conserve energy, cut @@missions and improve energy security by incregsia use of natural gas and LPG and using
energy more efficiently and responsibly.

The Hiroshima Gas Group is working on the demandjés by increasing and deepening relationshifis current
service area as well as neighboring areas. Wedsodaking actions aimed at increasing the usétpioas and LP gas.
Our goal is to maintain and increase the volumgasfsales.

In the residential market, we are stepping up @E#/in our service area to persuade people newitch to other fuels.
For example, we are contacting owners of apartteitdings to explain the advantages of gas. Othiéatives include
raising sales of Ene Farm (household fuel cellefectricity and heat) and other strategic prodeot$ enlarging our
service area in eastern Hiroshima. We plan to ramrgnd increase the volume of gas sales and tnéemof customers.

In the commercial market, our goal is to maintaid ancrease the volume of gas sales primarily byaeting new
customers and retaining current gas cogeneratigtersyusers amid competition from other companieadtition, we
will create new sources of demand mainly by indreathe use of gas equipment and systems thatcalgerve energy,
cut CO2 emissions and enhance energy security.

In addition, infrastructure is vital to the Hiroefa Gas Group’s growth and to building a stronganéation. This is why
we will make investments for various projects frarmedium to long-term perspective. For exampleplag to increase
the capacity of the pier at the Hatsukaichi LNGriieial and upgrade our pipeline network in ordeintwease the use of
natural gas and make our supply system even miable

For the procurement of gas used to produce thesgesaell, we plan to make more progress with peuoent activities
that place priority on low cost, stability and flleiity.

The Hiroshima Gas Group has a strong commitmeunsitty the greater use of gas in order to conseresgg, cut CO2
emissions and improve Japan’s energy security.

2) Supply customers with more value by seeking maags to provide services from the customers’ partipe and
helping support life styles that are more environtally responsible and safe.

The Hiroshima Gas Group aims to offer customerseematue and meet a larger share of their energyinegents. We
plan to supply of many types of energy, includitectricity and heat. Another goal is increasingtie of solar and
other renewable energy sources. Our plans alsoda@xpanding services by targeting activities ciased with the
supply of energy.

Fulfilling our role as a supplier of energy is arfeour highest priorities. We are always seekingsv@ improve the
reliability of our energy supplies, the level otagty and the quality of our customer services.

Preparedness for earthquakes, tsunamis and ottuealndisasters is another priority. We have numereffective
measures that include cooperation with the disassponse agencies of the national and local gowents.

3) Seek new business opportunities and start neimésses in order to respond properly to the déaggun of Japan’s
energy market.

The Hiroshima Gas Group is monitoring events inv@\the full liberalization of gas and electricityarket. We are
taking actions involving rates and services basethe outlook for the liberalization. We are alsepgaring contracts and
organizational frameworks needed for the new itfuasure that deregulation will demand.

Capturing more synergies within our current opersiis another objective. This is why we are stoglynd launching
new business activities that can contribute togvawth as a comprehensive energy organization.

4) Earn a reputation as a rewarding workplace asgansible corporate citizen by creating an operded organization
with priority on fairness and transparency.

The Hiroshima Gas Group is dedicated to using c@npé and risk management programs in order towirmlisiness
with fairness and transparency. We are reinfortirggroup’s administrative functions as well agpooate governance.
Further improving our ability to deal with risk tacs is another goal to ensure the soundness afgmmations.

Moreover, we aim to create workplaces where peogitedo their best and organizations that are etierge
accomplish this, we are making people more awareinfan rights, building stronger lines of commutiaraand taking
other actions.

Meeting our obligations as a key supplier of eneéngMiroshima is a central theme. One way is wittivities that
contribute to the economic vitality and growth loé tareas we serve. Obligations also include coimgeanergy,
lowering CO2 emissions and taking other actiongrtdect the environment.

5) Develop a workforce that is highly skilled andtivated and also capable of taking on the respditgifor future
growth.

Maintaining a workforce with the right skills issntial to fulfilling our role as an energy suppfier the Hiroshima
region. We seek people with the proper balancesictknowledge along with the required capabiliied mindset. We
also place emphasis on technologies, includingipgss this know-how to younger workers, in ordeimhprove
customer satisfaction and the reliability of ouergy supply.

In addition, we have a variety of measures to na@iran environment that makes it easy for peopieak. For instance,
we help people lead a healthy life and offer progrdor preserving the proper work-life balance.
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6) Improve the Hiroshima Gas Group’s profitabilityd financial soundness in order to build a powexduporate structure
and sustain growth.

We are restructuring group functions and reinfayagimanagement systems. To support these actioreenafficiently
and effectively using our resources in order tpoesl to energy market liberalization and other &éWe are studying
our group’s functions, organizational structure apdrations from a standpoint that includes steaswill be needed
after liberalization. For the profit centers of gtbup companies, we will examine the roles of @uroperations and start
new activities that target opportunities creatediligralization of the energy market.

By taking the actions outlined in this section, Hieoshima Gas Group is determined to earn the tiushareholders,
customers and communities as a regional supplienefgy and remain the first choice of our custenaed others.

Basic Perspective on Selection of Accounting Standis

Hiroshima Gas plans to continue using Japaneseaiating standards in order to facilitate compariswith the consolidated
financial statements of other companies. We wilitoaue to consider the use of International FinalnRieporting Standards
(IFRS) mainly by monitoring events involving IFR$Japan and other countries.
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5.

Consolidated Financial Statements

(1) Consolidated balance sheets

(Million yen)

As of March 31, 2014

As of March 31, 2015

ASSETS

Non-current assets

Property, plant and equipment
Production facilities
Distribution facilities
Service and maintenance facilities
Other facilities
Construction in progress
Total property, plant and equipment
Intangible assets
Investments and other assets
Investment securities
Long-term loans receivable
Deferred tax assets
Other investments and other assets
Allowance for doubtful accounts
Total investments and other assets
Total non-current assets

Current assets

Cash and deposits

Notes and accounts receivable - trade
Merchandise and finished goods

Raw materials and supplies

Deferred tax assets

Other current assets

Allowance for doubtful accounts

Total current assets

Total assets

18,139 18,567
25,746 26,628
3,889 3,898
7,798 7,871
4,555 3,574
60,128 60,541
122 504
8,312 9,280
343 363
1,447 1,422
3,252 4,990
(270) (255)
13,085 15,800
73,336 76,846
8,743 7,901
7,486 7,247
1,083 908
3,857 4,664
649 682
1,912 1,542
(283) (33)
23,449 22,912
96,785 99,759
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(Million yen)

As of March 31, 2014

As of March 31, 2015

LIABILITIES
Non-current liabilities
Bonds payable
Long-term loans payable

Provision for directors' retirement benefits

Provision for gas holder repairs

Net defined benefit liability

Asset retirement obligations

Other non-current liabilities

Total non-current liabilities
Current liabilities

Current portion of non-current liabilities

Notes and accounts payable - trade
Short-term loans payable
Income taxes payable
Commercial papers
Other current liabilities
Total current liabilities

Total liabilities

NET ASSETS

Shareholders' equity
Capital stock
Capital surplus
Retained earnings
Treasury shares
Total shareholders' equity

Accumulated other comprehensive income
Valuation difference on available-for-sale seceasti

Deferred gains or losses on hedges

Remeasurements of defined benefit plans
Total accumulated other comprehensive income

Non-controlling interests
Total net assets
Total liabilities and net assets

13,000 10,000
20,236 21,127
342 365
390 344
2,502 4,276
104 106
288 225
36,864 36,445
4,064 7,044
6,586 6,023
1,000 1,000
1,079 1,146
4,000 -
7,946 8,862
24,676 24,076
61,540 60,522
3,201 5,181
941 946
28,880 29,632
(784) (737)
32,328 35,023
1,714 2,758
6 (61)
(462) (379)
1,257 2,317
1,658 1,897
35,245 39,237
96,785 99,759
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(2) Consolidated statements of income and consolidatedments of comprehensive income
Consolidated statements of income

(Million yen)
Fiscal year ended March 31, 2014Fiscal year ended March 31, 2015

Net sale 83,541 88,851
Cost of sales 58,050 60,666
Gross profit 25,491 28,185
Selling, general and administrative expenses

Supply and sales expenses 17,468 17,980

General and administrative expenses 5,965 6,093

Total selling, general and administrative expenses 23,433 24,073
Operating income 2,058 4,111
Non-operating income

Interest income 7 8

Dividend income 907 660

it;attkr]ié)f profit of entities accounted for usingigqu 108 87

Revenue from CNG sales 236 275

Miscellaneous income 442 435

Total non-operating income 1,703 1,466
Non-operating expenses

Interest expenses 444 409

Loss on bond retirement - 157

Litigation expenses - 135

Miscellaneous expenses 82 177

Total non-operating expenses 527 878
Ordinary income 3,235 4,699
Extraordinary income

Gain on sales of non-current assets 69 -

Total extraordinary income 69 -
Extraordinary losses

Loss on sales of non-current assets - 40

Impairment loss 26 -

Special contributi.on relating to withdrawal of ) 68

employees' pension fund

Total extraordinary losses 26 108
Income before income taxes and minority interests 278 4,590
Income taxes - current 1,271 1,334
Income taxes - deferred (42) 413
Total income taxes 1,229 1,747
Income before minority interests 2,048 2,843
Minority interests in income 79 96
Net incomu 1,969 2,746
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Consolidated statements of comprehensive income

(Million yen)
Fiscal year ended March 31, 2014Fiscal year ended March 31, 2015

Income before minority interests 2,048 2,843
Other comprehensive income

Valuation difference on available-for-sale secasti 286 1,044

Deferred gains or losses on hedges (94) (67)

Remeasurements of defined benefit plans - 83

Total other comprehensive income 191 1,059
Comprehensive income 2,240 3,903

Comprehensive income attributable to owners of 2.160 3.806

parent

Comprehensive income attributable to minority

) 79 96

interests
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(3) Consolidated statement of changes in net assets
Previous fiscal year (Apr. 1, 2013 —Mar. 31, 2014)

(Million yen)
Shareholders' equity
. Total
Capital stock | Capital surplus Reta_lned Treasury shareholders'
earnings shares .
equity
Balance at the beginning of current period 3,291 940 27,265 (836) 30,661
Cumulative effect of changes in )
accounting policies
Balance at the beglnnlng of current p_erlod 3.201 940 27.265 (836) 30,661
after the changes in accounting policies
Changes of items during the period
Issuance of new shares -
Dividends from surplus (354) (354)
Net income 1,969 1,969
Purchase of treasury shares 0) 0)
Disposal of treasury shares 1 51 52
Net changes of items other than
shareholders' equity
Total changes of items during the period - 1 1,614 51 1,667
Balance at the end of current period 3,291 941 28,880 (784) 32,328
Accumulated other comprehensive income
Valuation Deferred gains| Remeasurements acc-:ruor:izlate Minority
d|ﬂ§rence on or losses on | of defined benefit d other interests Total net assets
available-for-
o hedges plans comprehens
sale securities c
ive income
Balance at the beginning 1,427 101 - 1,528 1,605 33,795
of current period
Cumulative effect of
changes in accounting -
policies
Balance at the beginning
of current period after the 1,427 101 - 1,528 1,605 33,795
changes in accounting
policies
Changes of items during
the period
Issuance of new ]
shares
Dividends from (354)
surplus
Net income 1,969
Purchase of treasury
shares ©)
Disposal of treasury
52
shares
Net changes of items
other than 286 (94) (462) (271) 53 (217)
shareholders' equity
Total changes of items
during the period 286 (94) (462) (271) 53 1,449
Balance at the end of 1,714 6 (462) 1,257 1,658 35,245
current period
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Current fiscal year (Apr. 1, 2014 —Mar. 31, 2015)

D

(Million yen)
Shareholders' equity
. . Retained Treasury Total
Capital stock | Capital surplus - shareholders'
earnings shares .
equity
Balance at the beginning of current period 3,291 941 28,880 (784) 32,328
Cumulayve eff_egt of changes in (1,638) (1,638
accounting policies
Balance at the beginning of current period
7 X e 3,291 941 27,241 (784) 30,690
after the changes in accounting policies
Changes of items during the period
Issuance of new shares 1,889 1,889
Dividends from surplus (355) (355)
Net income 2,746 2,746
Purchase of treasury shares 0) 0)
Disposal of treasury shares 5 46 52
Net changes of items other than
shareholders' equity
Total changes of items during the period 1,889 5 2,391 46 4,332
Balance at the end of current period 5,181 946 29,632 (737) 35,023
Accumulated other comprehensive income
Valuation Deferred gains| Remeasurements ac;-uor:illate Minority
dlf‘fgrence on or losses on | of defined benefit d other interests Total net assets
available-for-
o hedges plans comprehens
sale securities o
ive income
Balance at the beginning 1,714 6 (462) 1,257 1,658 35,245
of current period
Cumulative effect of
changes in accounting (1,638)
policies
Balance at the beginning
of current period after the 1,714 6 (462) 1,257 1,658 33,606
changes in accounting
policies
Changes of items during
the period
Issuance of new 1,889
shares
Dividends from (355)
surplus
Net income 2,746
Purchase of treasury
)
shares
Disposal of treasury
52
shares
Net changes of items
other than 1,044 (67) 83 1,059 238 1,297
shareholders' equity
Total changes of items 1,044 (67) 83 1,059 238 5,630
during the period
Balance at the end of 2,758 (61) (379) 2,317 1,897 39,237

current period
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(4) Consolidated statements of cash flows

18

(Million yen)
Fiscal year ended March 31,Fiscal year ended March 31,
2014 2015
Cash flows from operating activities
Income before income taxes 3,271 4,59(
Depreciation 7,28¢ 6,92¢
Impairment loss 26 -
Increase (decrease) in provision for retiremenelitn (2,289) -
Increase (decrease) in net defined benefit lighbilit 1,80¢ (471)
Increase (decrease) in allowance for doubtful actsou (611) (265)
Interest and dividend income (915) (668)
Interest expenses 444 40¢
Loss on redemption of bonds - 157
il’;?kr]i (;)f (profit) loss of entities accounted fangsequity (108) 87)
Decrease (increase) in notes and accounts receivatade 11C 30¢
Decrease (increase) in inventories (312) (582)
Increase (decrease) in notes and accounts payahbbte- (737) (756)
Increase (decrease) in accrued consumption taxes (199) 467
Other, net 667 1,197
Subtotal 8,44 11,21¢
Interest and dividend income received 91¢ 677
Interest expenses paid (440) (431)
Performance of rehabilitation of subsidiaries (30) -
Income taxes paid (1,491) (1,300)
Cash flows from operating activities 7,39¢ 10,16¢
Cash flows from investing activities
Purchase of investment securities (1) (265)
Purchase of shares of subsidiaries (98) (26)
Purchase of property, plant and equipment (10,839) (7,339)
Proceeds from sales of property, plant and equipmen 91 73
Payments of loans receivable (10) (30)
Collection of loans receivable 89 12
Purchase of long-term prepaid expenses (1,333) (2,128)
Other, net (12) (326)
Cash flows from investing activities (12,113) (10,030)




(Million yen)

Fiscal year ended March 31,Fiscal year ended March 31,

Cash flows from investing activities
Net increase (decrease) in short-term loans payable
Increase (decrease) in commercial papers
Proceeds from long-term loans payable
Repayments of long-term loans payable
Proceeds from issuance of bonds
Redemption of bonds
Proceeds from issuance of common shares
Purchase of treasury shares
Proceeds from sales of treasury shares
Cash dividends paid
Cash dividends paid to minority shareholders
Other, net
Cash flows from investing activities

Net increase (decrease) in cash and equivalents

Cash and cash equivalents at beginning of p

Increase in cash and cash equivalents from newigatmatec
subsidiary and from merger with unconsolidated &lidses

Cash and cash equivalents at enperiod
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2014
(200) -
(3,500) (4,000)
9,040 5,018
(4,176) (1,142)
4,966 4,970
- (8,157)

- 1,869

(0) 0

52 52
(354) (355)
(13) (16)
(29) (16)
5,785 (1,779)
1,071 (1,646)
6,932 8,004
- 482
8,004 6,840




