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CFO’s Message

Looking Beyond FY2030
through Disciplined Growth,
United from Management to

the Front Lines

Managing Executive Officer, CFO

MINAMI Taku

This year marks my third year as CFO. Over the past year,
our business environment has continued to shift dramatically,
with soaring energy prices, sharp exchange rate fluctuations,
inflation, and rising interest rates. In September 2025, we also
revised our materialities, which serve as the guiding principles
that connect our corporate philosophy with our strategy. Amid
growing uncertainty, | believe what our Company needs is the
resilience to build new business models that anticipate the
future while continuing to generate stable profit and achieve
sustainable growth, regardless of the business environment.

Our CEO has made a clear commitment to transform our
Company into one that consistently delivers results. My role is
to turn that commitment into disciplined financial strategy and
tangible financial results.
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To me, “management flexibility” means maintaining a strong
balance sheet and executing agile, disciplined capital
allocation. Equally important is our winning formula—our
customer base, energy assets, and operational capabilities—
which is the key to improving ROIC by increasing profit and
cash flow and enhancing capital efficiency. Our FY2026—
2028 Medium-term Management Plan represents a critical
milestone in transforming our Company into one that truly
delivers results. In this message, | will share my candid
perspectives on the lessons we have learned, the direction of
our transformation, and the path to translating the earnings
power of our core business into greater corporate value.

n Building on the achievements of the
previous Medium-term Management
Plan—Looking beyond FY2030

In FY2025, the final year of our FY2023-2025 Medium-term
Management Plan, we pursued a range of initiatives with
an unwavering commitment to achieving our ROE target of
8%. Across each internal company and business division,
we remained firmly focused on both profit growth and asset
efficiency, executing measures such as capital recycling.
We also acted decisively to improve capital efficiency by
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repurchasing a record ¥200 billion of our own shares.

As a result, ROE reached 13.2%, significantly exceeding our
target. As CFO, | am encouraged that we came together as one
company to achieve the goals we had set. However, our results
also benefited from one-off gains, including a foreign currency
translation adjustment gain realized on the dissolution of Tokyo
Gas Australia Pty Ltd. and gains on the sale of fixed assets. While
our FY2026 forecast for profit attributable to owners of parent
appears lower because these gains will no longer be recognized,
FY2026 will be a year in which we steadily strengthen our
underlying profit and cash flow generation capabilities. In FY2025,
we demonstrated our strong commitment to improving capital
efficiency. Under the new Medium-term Management Plan, we
will clearly demonstrate both our earnings power and our ability to
execute initiatives that enhance corporate value.

E Financial strategy aligned with capital
market expectations

In developing the new Medium-term Management Plan, we

focused our discussions from an early stage on how best to present
quantitative management targets to the capital markets. This reflected
feedback from investors that, if we were to set an ROE target, we

| Key metrics supporting the sustainable achievement of ROE

Around FY2030: ROE of 10% orn

Milestone of 9%

FY2028 ROE: 9%

_a

should also clearly present the corresponding profit targets and other
key financial metrics, together with our cash allocation policy.

Under the new Medium-term Management Plan, we have
positioned an ROE of 9% as our highest-priority target, with an
ROE of 10% as our goal beyond the plan period. Even if we
were to achieve a 9% ROE through large-scale share buybacks
alone, it would be difficult to sustain a 10% ROE over the longer
term. While disciplined management of shareholders’ equity
remains a prerequisite, profit growth across all businesses is
essential. By improving ROIC, operating cash flow, and segment
profit, we will enhance the profitability and productivity of each
business and achieve sustainable improvements in ROE.

Our cash allocation plan projects cumulative cash inflows of
¥1.5 trillion over the three-year period. Of this amount, ¥1.1
trillion will be allocated to growth investments, more than ¥200
billion to shareholder returns, and the remaining ¥200 billion will
be reserved for strategic deployment. We will determine how
best to deploy this capital by assessing whether allocating it to
growth investments or shareholder returns would contribute more
to improving ROE and enhancing corporate value. Achieving
our ROE targets of 9%, and ultimately 10%, will require a higher
level of profit than we generate today. Accordingly, we will first
actively pursue growth investment opportunities.

We have also revised our shareholder return policy to enhance
predictability by specifying the total amount of shareholder
returns and adopting a progressive dividend policy. Although our
previous policy, based on the total payout ratio, was well received
for its transparency, increasing profit volatility made it more
difficult for investors to anticipate the level of shareholder returns.
Accordingly, we have specified a total amount of shareholder
returns for the plan period and, with dividend yield also in mind,
adopted a progressive dividend policy linked to EPS growth,
with the goal of increasing the annual dividend to ¥140 per share
by FY2028. Even if the external environment changes, we are
committed to maintaining the dividend per share and increasing it
in line with medium- to long-term profit growth. This commitment
will enhance the predictability of shareholder returns.

As for financial soundness, in view of our mission as a public
utility, we must maintain an appropriate level of capital and
risk buffers to ensure resilience against disasters and other
contingencies. We also view a D/E ratio of around 0.9x as an
appropriate benchmark and intend to increase leverage from the
current level of approximately 0.7x—0.8x. By closely monitoring
interest rate trends, strictly managing the proportion and maturity
profile of our long-term fixed-rate debt, and maintaining our
strong credit ratings, we will help contain funding costs.

| cash allocation and approach to strategic capital deployment
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Investments in projects expected

to contribute to earnings in the near term

Investments in projects essential for Accountability

future growth (although their earnings
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n Steadily expanding the ROIC-WACC
spread

Under the new Medium-term Management Plan, we will further
advance our business portfolio management by introducing
ROIC-WACC as a key management framework. At the core

of this framework is our value creation story—Ileveraging the
combination of our customer base, energy assets, and
operational capabilities to achieve stronger financial
performance, including our Company-wide ROIC target of 5%.
We will assess the strategic importance and capital efficiency
of each business and asset to guide our decisions on resource
allocation and portfolio optimization. By replacing ROA with
ROIC as our primary management indicator, we are able to
more clearly assess how effectively each internal company
and business division is generating profit and cash flow from
its assets and whether it is delivering a sufficient ROIC-WACC

| ROIC-WACC tree

spread.

We have already begun putting this approach into practice.
In our overseas business, for example, we divested non-
contiguous shale interests and replaced them with interests
in adjacent acreage within existing fields, where production
facilities can be shared. We also sold our stake in Tokyo Gas
Lease Co., Ltd., recognizing that the business would be better
positioned under an owner with broader financial capabilities.
In our real estate business, we have likewise sold assets such
as GINZA gCUBE where we determined that opportunities for
further value enhancement were limited, thereby promoting
capital recycling.

Successfully embedding ROIC into our management
approach requires employees across each business to break
it down into its component drivers and proactively identify what
they can improve in their day-to-day work to enhance capital
efficiency. Each internal company and business division

has thoroughly discussed opportunities for improvement,
translated the ROIC tree into KPIs and business processes,
and incorporated them into its daily operations.

We recognize that WACC has increased across our
businesses since formulating the new Medium-term
Management Plan, reflecting recent rises in interest rates and
other factors. We will first work to contain our cost of capital
by reducing business risk and enhancing the transparency
of our disclosures. At the same time, we will steadily expand
the ROIC-WACC spread as we seek cost reductions, portfolio
optimization, and disciplined investment decisions.

u Delivering high-quality profit growth
through investment in our growth drivers

Under the new Medium-term Management Plan, we have identified
Energy, Solutions, and Overseas as our three key drivers of profit

WACC

Improve ROIC | Profit

— Assets

Increase gross Expand orders and make appropriate
profit order acceptance decisions
Reduce raw material costs
Increase IGNITURE sales
Reduceifixed Reduce personnel and outsourcing costs
costs
Withdraw from and replace unprofitable
businesses and projects
Improve CCC Reduce inventory
Accounts payable: Set appropriate payment terms
Accelerate collection of accounts receivable
Increase customer advances
Portfolio Strengthen investment discipline
optimization within each internal company

Review held assets and optimize the portfolio

»Embed the framework

across all employees

Each internal company and business division breaks down
the tree and establishes KPIs based on its strategy
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growth. We plan to increase segment profit from ¥87.0 billion
to ¥109.0 billion in Energy, from ¥5.0 billion to ¥28.0 billion in
Solutions, and from ¥59.0 billion to ¥79.0 billion in Overseas.

In our Energy business, we will strengthen profitability by
maintaining and expanding our gas and electricity customer base
and enhancing profitability by way of LNG trading and supply-
demand optimization. In the gas business, it is also important to
appropriately recover the costs required to ensure a safe and
stable energy supply, taking the competitive environment into
account. The revision to the basic monthly charge for residential
gas services announced in FY2026 was the first adjustment to the
fixed-charge component in 46 years. It was a necessary decision
to ensure the continued safe and stable supply of gas amid rising
personnel and construction costs. Appropriately recovering these
costs, while securing our customers’ understanding, is essential
to fulfilling our responsibilities as a public utility.

In the electric power business, we are targeting 5.2 million
customer accounts by FY2028, but it is equally important
to manage the market procurement risks associated with
growing demand. The approximately 2 GW LNG-fired power
plant currently under construction in Sodegaura, Chiba
Prefecture, is a strategic investment, with construction set to
progress during the Medium-term Management Plan period
and the plant expected to strengthen our supply capacity
and stabilize profit in our electricity business from FY2030
onward.

The Solutions business is an important driver of a more resilient
business portfolio, as it creates opportunities for cross-selling with our
gas and electric power businesses while being less susceptible to
commodity price fluctuations and market volatility. In the commercial
sector, customer demand for power infrastructure at data centers
and semiconductor manufacturing facilities is growing rapidly. We
are meeting these needs by providing on-site cogeneration systems
that deliver integrated electricity, air conditioning, and heat. For
residential customers, we will expand our service offerings to include
home equipment, repair and maintenance, plumbing, and solar
power and battery storage systems. We will drive both revenue
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growth and improved profitability by leveraging the Kraken platform
for customer management, digital marketing, and business process
transformation.

In our Overseas business, the North American upstream business
has become one of our core profit drivers. By concentrating our
assets in the Haynesville region, maintaining production of more
than 1 Bcf/d, and keeping operating costs at approximately $2/
MMBtu, we have a clear path to improving profitability. At the same
time, we recognize the need to take investors’ views regarding
our midstream and downstream businesses seriously. We have
received candid feedback about ROIC remaining below WACC as
a result of our up-front investments. However, we view this as an
investment phase to support growth beyond FY2030 and plan to
raise ROIC for our Overseas business above WACC by FY2030,
turning the spread positive.

In the North American energy market, we will expand profit
opportunities and reduce our exposure to Henry Hub prices
by strengthening our marketing and trading capabilities and
securing liquefaction capacity. In Asia, we will establish a stable
earnings base through investments in energy infrastructure,
including LNG receiving terminals. Looking ahead, we aim to
build a global portfolio centered on LNG.

B Enhancing the effectiveness of capital
allocation with investment discipline

Improving ROIC requires us to be highly selective in pursuing
investments that offer attractive returns. Following the
announcement of our new Medium-term Management Plan, some
investors questioned whether Tokyo Gas could generate sufficient
returns from its investments and suggested that, if not, more
capital should instead be returned to shareholders. In addition to
strengthening the rigor of our investment evaluation process, we
are placing particular emphasis on ensuring that lessons learned
from past investments are systematically incorporated into the
development and evaluation of future projects, thereby improving
the quality of our investment decisions.

We will continue to enhance the quality of our
investment decisions by incorporating the lessons
we have learned into project origination, risk
assessment, and ongoing monitoring.

In FY2025, we recognized an impairment loss of approximately
¥28.7 billion related to our domestic biomass power generation
business. Although our initial investment decision was sound, we
encountered unforeseen events, including earthquakes, as well as
unexpected operational and fuel procurement challenges. We have
also demonstrated that we can learn from past setbacks and turn
those lessons into success. Our North American upstream business,
for example, also experienced significant impairment losses during
the 2010s. Applying the lessons learned, we concentrated our
resources in TG Natural Resources LLC, leveraged the expertise of
experienced local operators, reduced fixed costs by consolidating
our interests, and implemented an effective hedging strategy. As a
result, the business has grown into one of our core profit drivers. It is
essential to continuously apply the PDCA cycle, learn from setbacks,
and improve the quality of our investment decisions.

It will be difficult to achieve an ROE of 9%, and ultimately our
goal of 10%, through organic growth alone. Investment inevitably
involves risk. That is why we will continue to enhance the quality
of our investment decisions by incorporating the lessons we have
learned into project origination, risk assessment, and ongoing
monitoring. By carefully selecting investments and maintaining
disciplined risk management, we will deliver step-change growth.
We will continue to communicate our progress and outlook in a
timely manner, earning investors’ confidence in our investment
strategy through the results we deliver.
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| Feedback of lessons learned from investment projects

Examples of incorporating lessons learned into project origination

Project ® \itigate risk via measures such as limiting exposure and bringing in partners,
particularly in areas where knowledge and experience are limited

® Establish investment structures aligned with the strategic rationale for <+
each investment

® Deepen business understanding through measures such as bringing
in experienced external executives

Examples of incorporating lessons learned into investment evaluation

1 t t - . . . .
nvestmen ‘ ® Assess the ability to pass through inflation-driven cost increases and

origination
(Business divisions)

evaluation the availability of alternative financing options <+
(Finance division) ® Strengthen the review of whether the PMI framework is adequate to
realize anticipated synergies

g

Economic assessment (All projects/Once annually)

® Review the current status of each business from both qualitative and
quantitative perspectives

® Compare actual performance against the investment case at the time of

investment and confirm whether withdrawal criteria have been triggered
Follow-up

(Business Risk materialization

Share and feed back the lessons learned

Root cause analysis
(Projects with deteriorated economics due to risk materialization)
Business ® Was the risk identified and recognized?
divisions ® Was the likelihood of the risk materializing assessed
appropriately?

® Was the potential financial impact underestimated?
Finance @®Was the assessment of the business division’s identified
division risks and mitigation measures appropriate?

divisions/

Finance division)

Knowledge acquisition

| Investment process _ n o
* Project counts are limited to strategic investments.

Future investment candidate pool (proposed by each business unit)

Long list

Approximately 150-200 projects*

v

Pipeline Committee _Prolects are prioritized and nar.row.gd down from the _overall -
investment pool based on profitability, growth potential, and stability,

v and consolidated into a short list (carried out by management).

Short list

‘Approximately 15-20 projects per year*

Investment Advisory body for investment decision-making
Evaluation X :
Committee ‘Approxmately 10-20 projects per year*
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n Enhancing corporate value beyond 2030

| serve as the executive officer responsible for both finance and sustainability, and | firmly

believe that these two areas must be considered together. From a long-term corporate value
perspective, sustainability initiatives are not at odds with financial performance. Many factors that
are currently regarded as non-financial will, over time, become sources of competitive advantage
and resilience, contributing to a lower cost of capital and enhanced corporate value. As we pursue
sustainable growth, we will continue creating social value while maintaining a strong focus on
investment discipline and profitability, taking a practical and responsible approach to management.

Carbon neutrality, human capital, and DX are particularly important priorities. Some argue
that the tide has turned against carbon neutrality. | believe, however, that the environment is
becoming more conducive to addressing these challenges in a practical manner. To maintain
our competitiveness and ensure a stable energy supply over the long term, it is important to
pursue a responsible transition while retaining options such as e-methane and biomethane. We
cannot do so at the expense of economic viability, however. We will carefully assess uncertainties
surrounding technology, policy, and market development as we pursue initiatives that enhance
corporate value from both financial and non-financial perspectives.

Human capital and DX are fundamental to embedding ROIC-WACC-based management
across our operations and strengthening the earnings power of each business. To transform our
business portfolio, we will promote employee reskilling, reallocate talent to priority growth areas,
and drive operational transformation using digital technologies. The CEO'’s focus on Al and digital
technologies is key to taking capital efficiency to the next level. Al is not simply a tool for reducing
costs. By bringing together the strengths of our people and Al on a Company-wide data platform,
we will optimize supply and demand management, accelerate decision-making, and drive profit
growth. Leveraging these capabilities alongside our customer base and energy assets will enable
us to manage our invested capital more effectively and achieve our Company-wide ROIC target of
5%. We will continue to explain how our non-financial initiatives contribute to enhancing corporate
value over time and work to earn investors’ understanding and support.

We are committed to consistently delivering strong annual performance, allocating capital
with discipline to growth areas using the ROIC-WACC spread as our common management
framework, and clearly communicating our progress as we continue refining our management
based on ongoing dialogue with investors. We will continue enhancing corporate value over the
long term by remaining steadfast in these three commitments.

CEO’s Message Introduction

Growth Strategy

(FY2026-2028 Medium-term
Management Plan)

Initiatives for Sustainable )
Growth CFO’s Message

Corporate Governance

Data

‘= Contents

I CFO’s Message

26

" TOKYO GAS GROUP



	CFO’s Message
	1 Building on the achievements of theprevious Medium-term ManagementPlan—Looking beyond FY2030
	2 Financial strategy aligned with capitalmarket expectations
	3 Steadily expanding the ROIC-WACCspread
	4 Delivering high-quality profit growththrough investment in our growth drivers
	5 Enhancing the effectiveness of capitalallocation with investment discipline
	6 Enhancing corporate value beyond 2030




