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3.  Fair values of financial instruments

1. Qualitative information on financial instruments

(1)   Policies for using financial instruments

(2)   Details of financial instruments used and exposure to risks and how they arise

(3)   Policies and processes for managing risk

(i)　Management of credit risk

(ii) Management of market risk

(iii) Management of liquidity risk in funding

The liquidity risk of the TOHO GAS Group is managed by preparing and updating a cash management plan.

(4)   Supplemental information on fair values

Carrying values and fair values of the financial instruments included in the consolidated balance sheets at March 31, 2020 and 2019 were as follows:

Millions of yen
Carrying value Fair value Difference

For 2020:  
Assets:  

Cash and time deposits ------------------------------------------------------- ¥34,702 ¥34,702 ¥-
Trade notes and accounts receivable ---------------------------------- 58,111 58,111 -
Securities and investment securities---------------------------------- 63,465 63,465 -

Total -------------------------------------------------------------------------------------- 156,278 156,278 -
 

Liabilities:  
Trade notes and accounts payable ------------------------------------------------------ 23,432 23,432 -
Short-term loans payable -------------------------------------------------------- 6,863 6,863 -
Bonds payable, including current portion -------------------------------------------------------- 70,000 72,010 2,010
Long-term loans payable, including curｒent portion ---------------------------------- 50,196 50,552 356

Total -------------------------------------------------------------------------------------- 150,491 152,857 2,366
 

Derivative transactions ------------------------------------------------------------ (4,631) (4,631) -
For 2019:  

Assets:  
Cash and time deposits ------------------------------------------------------- ¥19,339 ¥19,339 ¥-
Trade notes and accounts receivable ------------------------------------------------------------ 57,834 57,834 -
Securities and investment securities ---------------------------------- 69,629 69,629 -

Total -------------------------------------------------------------------------------------- 146,802 146,802 -
 

Liabilities:  
Trade notes and accounts payable ------------------------------------------------------ 20,009 20,009 -
Short-term loans payable -------------------------------------------------------- 17,829 17,829 -
Bonds payable, including current portion ------------------------------ 60,000 61,869 1,869
Long-term loans payable, including curｒent portion ---------------------------------- 48,075 48,623 548

Total -------------------------------------------------------------------------------------- 145,913 148,330 2,417
 

Derivative transactions ------------------------------------------------------------ 707 707 -

As for trade receivables, the TOHO GAS Group monitors the status of major customers in accordance with its risk management rules by monitoring  the due dates and balances of
receivables of individual customers, quickly identifying any deterioration in the financial position of customers and reducing the uncollectability of receivables. When derivative contracts
are used, the TOHO GAS Group enters into derivative contracts only with highly rated financial institutions in order to reduce the credit risk of counterparty default.

To hedge the risk of fluctuation in the purchase price of raw materials and interest rates, the Company uses commodity swap contracts, foreign exchange forward  contracts and interest
swap contracts to stabilize the cash flow of the hedged transactions and avoid or mitigate the impact of market price fluctuations.  Market prices of investment securities are monitored on a
quarterly basis.

 The TOHO GAS Group invests its excess cash in bank deposits and other safe financial instruments.  Cash needed for operations and other business activities is acquired through the
issuance of corporate bonds and commercial paper through financing from banks and other financial institutions.

Trade notes and accounts receivable, which are operational credit, are exposed to customers’ credit risk. Securities and investment securities comprise mainly equity securities of
corporations with which the Company has business relations. These securities are exposed to the risk of market price fluctuations.

The due dates for most trade notes and accounts payable, which are operational debt, are within one year.  Corporate bonds and loans payable are used to procure working capital and cash
for capital investments.  The longest redemption date is 28 years after the end of the current fiscal year.  Long-term loans payable with variable interest rates are exposed to the risk of
interest rate fluctuations.  Variable interest rates on some of these liabilities mainly interest rate swap contracts, are hedged by derivative contracts.

The TOHO GAS Group uses commodity swaps, foreign exchange forward contracts and interest rate swaps only for the purpose of mitigating the risk of fluctuations in market prices of
raw materials and interest rates.  The TOHO GAS Group does not use derivatives for speculative trading purposes.  The derivatives are executed with creditworthy financial institutions,
and the Company’s management believes there is little risk of default by the counterparties.

Derivative transactions are executed and managed by the Company in accordance with its in-house regulations stipulating approval authority, management and reporting methods and other
matters regarding derivative transactions. To ensure an effective cross-checking function, derivative transactions are administered and risk managed by a department separate from the
department responsible for the execution of the relevant transactions.

The current price of a financial product is based on its market price or a price calculated using an alternative method if the product does not have an available market price. Since the
calculation of the current price reflects variable factors, the current price may vary if different factors and assumptions are used for the calculation.  Contract prices of derivative contracts
or other amounts indicated in the table below, do not necessarily reflect the market risk oｆ the derivative contacts themselves.



Thousands of U.S. dollars
Carrying value Fair value Difference

For 2020:  
Assets:  

Cash and time deposits ------------------------------------------------------- $318,367 $318,367 $-
Trade notes and accounts receivable ----------------------------------                 533,128                 533,128 -
Securities and investment securities ---------------------------------- 582,248 582,248 -

Total -------------------------------------------------------------------------------------- 1,433,743 1,433,743 -
 

Liabilities:  
Trade notes and accounts payable ------------------------------------------------------ 214,972 214,972 -
Short-term loans payable -------------------------------------------------------- 62,963                   62,963  -
Bonds payable, including current portion -------------------------------------------------------- 642,201 660,642 18,441
Long-term loans payable, including curｒent portion ---------------------------------- 460,515 463,780 3,265

Total -------------------------------------------------------------------------------------- 1,380,651 1,402,357 21,706
 

Derivative transactions ------------------------------------------------------------ (42,486) (42,486) -

Financial instruments whose fair value cannot be reliably determined were as follows:

Thousands of
U.S. dollars

 2020 2019 2020
Nonmarketable securities  

Unlisted equity securities ------------------------------------------------------ ¥6,008 ¥6,162 $55,119
Investments in affiliates --------------------------------------------------------- 7,407                    7,702                    67,954                 

A maturity analysis for cash and time deposits, trade notes and accounts receivable and investment securities is as follows:

 
Due within one

year
Due after one year
through five years

Due after five
years through  ten

years

Due after ten
years

For 2020:  
Cash and time deposits ------------------------------------------------------------ ¥34,702 ¥- ¥- ¥-
Trade notes and accounts receivable ---------------------------------- 58,111                  -                           -                           -                        
Investment securities
  Available-for-sale securities with maturities (bonds)--------------- -                           20                         520                      -                        

 ¥92,813 ¥20 ¥520 ¥-
For 2019:  

Cash and time deposits ------------------------------------------------------------ ¥19,339 ¥- ¥- ¥-
Trade notes and accounts receivable ---------------------------------- 57,834                  -                           -                           -                        

 ¥77,173 ¥- ¥- ¥-
 
 

 
Due within one

year
Due after one year
through five years

Due after five
years through  ten

years

Due after ten
years

For 2020:  
Cash and time deposits ------------------------------------------------------------ $318,367 $- $- $- 
Trade notes and accounts receivable ---------------------------------- 533,128                -                           -                           -                        
Investment securities
  Available-for-sale securities with maturities(bonds)--------------- -                           183                       4,771                   -                        

 $851,495 $183 $4,771 $-

A maturity analysis for short-term bank loans payable, bonds payable and long-term bank loans payable is as follows:

 
Due within one

year
Due after one year
through two years

Due after two
years through

three years

Due after three
years through

four years

Due after four
years through

five years

Due after five
years

For 2020:  
 Short-term bank loans payable --------------------------------------- ¥6,863 ¥- ¥- ¥- ¥- ¥-
 Bonds payable -------------------------------------------------------------------------------------- -                           -                           30,000                 10,000               -                        30,000                
 Long-term bank loans payable ------------------------------------------------------------ 13,654                  2,551                    5,319                   2,675                 3,942                 22,055                

 ¥20,517 ¥2,551 ¥35,319 ¥12,675 ¥3,942 ¥52,055
For 2019:  

 Short-term bank loans payable --------------------------------------- ¥17,829 ¥- ¥- ¥- ¥- ¥-
 Bonds payable ------------------------------------------------------------ 10,000                  -                           -                           20,000               10,000               20,000                
 Long-term bank loans payable ------------------------------------------------------------ 4,634                    13,290                  1,856                   4,616                 2,291                 21,388                

 ¥32,463 ¥13,290 ¥1,856 ¥24,616 ¥12,291 ¥41,388

Millions of yen

Millions of yen

Millions of yen

Thousands of U.S. dollars

Note: The culculation methods for fair value of financial instruments
1. Assets
(1) Cash and time deposits, trade notes  and  accounts receivable  

Since these items are settled in a short period of time, their fair value is approximate to the carrying value. Accordingly, the carrying value is used as the  fair value.
(2) Securities and investment securities

The fair value of the Company's equity securities is based on the prices quoted on the  stock exchange. The fair value of other investment securities is based on the price 
quoted by financial institutions or the published reference price.

2. Liabilities
(1) Trade notes and accounts payable and short-term loans payable

Since these items are settled in a short period of time, their  fair value is approximate to the  carrying value. Accordingly, the  carrying value is used as the fair  value.
(2) Bonds payable 

The fair  value  of corporate bonds issued by the Company is calculated  by the market price.
(3) Long-term debt  

The fair value of these accounts is calculated by the sum of the principal and interest discounted by the interest rate applicable to a similar new loan or transaction. 
"Special accounting treatment for interest rate swap contracts" applies to some long-term loans with variable interest rates. Current prices of such loans are calculated 
by the sum of the principal and interest treated as a unit together with the relevant interest rate swap contract and discounted by the interest rate reasonably estimated 
to apply to a similar loan.



 
 

 
Due within one

year
Due after one year
through two years

Due after two
years through

three years

Due after three
years through

four years

Due after four
years through

five years

Due after five
years

For 2020:  
 Short-term bank loans payable --------------------------------------- $62,963 $- $- $- $- $- 
 Bonds payable ------------------------------------------------------------ -                           -                           275,229               91,743               -                        275,229              
 Long-term bank loans payable ------------------------------------------------------------ 125,266 23,404                  48,799                 24,541               36,165               202,340              

 $188,229 $23,404 $324,028 $116,284 $36,165 $477,569

Thousands of U.S. dollars





































17.Cash flow statements

Assets and liabilities of newly consolidated subsidiaries through acquisition of shares

Millions of yen
Thousands of U.S.

dollars
Noncurrent assets ¥8,911 $81,752
Current assets 3,203 29,385
Goodwill 1,898 17,413
Noncurrent liabillities (4,093) (37,550)
Current liabillities (2,093) (19,202)
Acquisition cost of shares 7,826 71,798
Cash and cash equivalents (1,413) (12,963)
Net cash used for acquisition ¥6,413 $58,835

Assets and liabilities of acquired companies (Yamasa Co., Ltd and its 8 consolidated subsidiaries),
acquisition cost of shares and net cash outflow for the acquisition for the year ended March 31, 2020 were
as follows:






