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Current Domestic Demand and Challenges

<Current State>
A Japan’s current LPG demand is approx. 14 million tons. The demand for
residential/commercial use accounts for 44%, while industrial and chemical
feedstock around 20% each.
A Gross demand has been declining after reaching its peak of 19.70 million tons in
1996. In particular, the demand for residential/commercial use has declined.
<Challenges to be addressed>
1. Creating demand (especially for residential/commercial use)
2. Strengthening the foundation of the LPG industry
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1. Creating demand (especially for residential/commercial use)

(1) Creating demand by making retail price inexpensive

@®Making import price inexpensive by diversifying suppliers

N\

Background)

A Diversifying supplying countries is important for Japan as approx. 80% of Japan’s

LPG relies on imports.

A Since 2012, imports from the U.S. have increased. Currently, the U.S. is the top
exporter to Japan. This led to the decline in import prices.
(Measures)
Continue to support importing & primary distributing companies to diversify
supplying countries
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1. Creating demand (especially for residential/commercial use)

(1) Creating demand by making retail price inexpensive
@Promoting transparency of pricing by approx. 20,000 retailers

(Background)

A The retail price remains inflexible while the import price declined.

A Disclosure of price information to general consumers is limited, hindering
competition among business operators.

A From April this year on, both electricity and city gas will be deregulated; thus,
competition among energies will be intensified.

(Measures)
By issuing ministerial ordinances and guidelines, ensure that sellers disclose gas
rates
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1. Creating demand (especially for residential/commercial use)
(1) Creating demand by making retail price inexpensive

®Considering reducing the obligated amount of private-sector
stockpiling to enhance price-bargaining power

<Current State>

A Japan has national stockpiling and private-sector stockpiling to ensure a stable supply.
National stockpiles (five bases in Japan) are being increased aiming at 1.5 million tons (to be
achieved in FY2017). For private-sector stockpiling, import operators are obligated to stockpile
50 times the daily import amount since 1981.

A Meanwhile, Japan’s stockpiling system also affects trade negotiations with supplying countries.

<Measures>
Start considering easing the obligation of private-sector stockpiling, taking into account the
progress of supplier diversification and retail price disclosure
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1. Creating demand (especially for residential/commercial use)

(2) Creating other demands

@Promoting the widespread use of FRP cylinders
Acquire new demands from electricity-only households
(Promote the proliferation of indoor FRP cylinders that can be used for gas fan heaters)

[ LTI

.. 192,532 148,706 120,330 145,907 97,627 83,140
LPG -> Electricity-only
houses houses houses houses houses houses
.. 1,981 2,552 2,392 2,622 2,867 2,804
Electricity-only -> LPG
houses houses houses houses houses houses

(Source) Japan L.P. Gas Sales Associat

@Maintaining the demand for LPG vehicles

The number of LPG vehicles decreased by 40,000 during the last five years, falling to approx.
210,000 at present. Start considering measures to increase comparative advantages for using
it as automotive fuel (e.g., butane gas mixture needs to be reexamined as its price is soaring).
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2. Strengthening the foundation of the LPG industry

(1) Enhancing the central control system

(Background)
It is necessary to reduce the costs for managing the stand-alone & distributed energy
system.

(Measures)
Support the central control system that introduces the IT system to centrally control the

meter reading and/or the shutdown of the supply at the time of disasters such as
earthquakes
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2. Strengthening the foundation of the LPG industry

(2) International business development in LPG-related industries
(Background)
A To meet the world'’s strictest safety standards, Japan’s LPG industry has developed
various safety devices and accumulated safety-related know-how.
<Vietnam> A Japanese seller partnered with a Viethamese seller and became the No.
2 seller in Vietnam, as the Japanese safety standards were seen as the
selling point.
<Bangladesh> A Japanese meter manufacturer received the order for 60,000 prepaid
residential gas meters.

(Measures)

Conduct market research in Vietham and Myanmar. By establishing the forums for
dialogues at the private sector and the government levels, support the broader LPG use in
the Southeast Asian countries where the increase in demand is expected.
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