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Financial Highlights (Consolidated)

Thousands of

THE OKINAWA ELECTRIC POWER COMPANY, INCORPORATED Millions of Yen U.S. Dollars
Years ended March 31, 2000 and 1999 2000 1999 2000
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Note: The U.S. Dollar amounts represent translation of Japanese yen for convenience only at the approximate exchange rate on March 31, 2000, of ¥106.15 to $1.

Operating Highlights (Non-Consolidated)

Years ended March 31, 2000, 1999 and 1998 2000 1999 1998
For the year:
Electric energy sales (Millions of kWh)
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One of Japan’s ten elec-
tric power utility companies,
Okinawa Electric Power
Company (OEPC) supplies power
throughout Okinawa Prefecture, an
island chain located at the very south-
ern tip of the Japanese archipelago.
The population of Okinawa Prefecture is
approximately 1.3 million. In addition to
the main island, the prefecture contains a
large number of smaller islands scattered
across a vast area. Another notable charac-
teristic of this region is the damage fre-
quently suffered due to typhoons in the
summer. At OEPC, we have successfully
solved the problems of operating a power
supply service under such severe geograph-
ical and meteorological conditions and
have fulfilled our main mission of main-
taining a steady and reliable power supply
365 days of the year to all of Okinawa’s 39
inhabited islands.

Since the Company’s privatization in
1988, in line with its policy of providing a
high-quality service to our customers at as
low a cost as possible, OEPC has carried out
several reductions in electricity rates and
has proceeded with the planned expansion
of its power generation facilities and trans-
mission network to assure customers of a
safe and steady power supply over the long
term. Our policy regarding the composition
of our power station network is to empha-
size coal-fired generation rather than oil-
fired generation due to cost expenditure
considerations. At the same time however,
we have given careful thought to environ-
mental impact, leading to such measures as
the development of ways of recycling the
coal ash produced by these power stations.
In similar vein, we have been pouring con-
siderable effort into the development of
technologies for the utilization of new envi-
ronmentally friendly energy sources such
as solar and wind power.

Needless to say, the management of
OEPC places prime focus on maintaining
the Company’s finances in a sound condi-
tion. Moreover, to fully play the role of a
responsible corporate citizen, OEPC
engages in regional activities that con-
tribute to the maintenance of a vibrant
regional cultural life in Okinawa.




Message from the Management

The Company registered increases in net sales and net income on a consolidated basis in the fiscal year

ended March 31, 2000. This was made possible partly by the contribution made by our consolidated sub-

sidiaries. The management is currently pursuing a policy of reinforcing the Company’s business base by

harnessing the combined strength of the whole OEPC group to achieve a level of competitiveness that will

allow us to survive and prosper in this age of ongoing deregulation in the power utility industry.

During the term under review, the economy of Okinawa
showed growing signs of strength overall in spite of the
continued low level of consumer spending, thanks to a
favorable performance by tourism, one of the region’s prin-

cipal industries, as well as the positive impact of the govern-

ment’s economic stimulus measures. Due to this, OEPC
posted firm sales of power to the commercial and residen-
tial sectors in volume terms, but sales were unable to equal
the previous year, which had benefited from consistently
record-high temperatures. In addition, sales of electricity to
the industrial sector declined slightly, as a result of which
total power sales slipped 0.9% from the previous term, to
6,558 million kWh.

Operating revenue from OEPC’s electric power supply

activities during the term under review fell below the previ-

ous term’s level, but thanks to an increase in the number of
consolidated subsidiaries (the additionally consolidated sub-
sidiaries are engaged in the construction and telecommuni-
cation businesses), total sales on a consolidated basis were
up 4.0% year-on-year at ¥141,820 million (US$1,336.0 mil-
lion). Income before income taxes and minority interest
increased 18.0% to ¥7,606 million (US$71.7 million), and
net income came to ¥4,263 million (US$40.2 million).

In line with the Company’s policy of maintaining a
steady annual dividend of ¥50 per share, we declared a
term-end dividend of ¥25 per share, which was the same as
the interim dividend. In commemoration of the 10th
anniversary of OEPC’s privatization, which fell on May
1999, and also to return additional profits to our sharehold-
ers, we implemented a stock split at a ratio of 1:1.02 shares.
Eligible shareholders were those who held shares as of
March 31, 1999.

The staff of OEPC have been applying their full efforts to
the improvement of management efficiency, which is the
main prerequisite for lowering electricity rates. Capital
investment during the term increased over the previous
year owing to the start of full-scale construction of the Kin
Thermal Power Station, which is scheduled to start opera-
tion in 2002, but after careful reexamination of the details
of construction plans for each facility at the actual imple-
mentation stage, we were able to reduce the originally
planned ¥57.8 billion capital investment amount by ¥3.2 bil-
lion to ¥54.6 billion.

As a means of cutting the cost of equipment purchase,
we actively sought out sources of procurement overseas, as
a result of which the ratio to total procurement of equip-
ment from abroad rose to 5.9% (¥500 million). We also
exerted efforts to improve management efficiency from var-
ious angles: the promotion of load leveling (reducing the
difference in electric power demand between different sea-
sons and between daytime and nighttime); taking steps to
lower the cost of supplying electricity to remote islands;
raising the efficiency of clerical work operations through
the installation of an advanced information system; and
reducing fund procurement costs by issuing bonds and
commercial paper.

Apart from stepping up security measures during the
G8 Okinawa Summit in July 2000 in order to eliminate all
possibility of sabotage of our steady power supply, we have
also worked in other ways to ensure the success of the sum-
mit meeting, such as environmental beautification cam-
paigns and the provision of interpreters for the foreign
press and other officials.



Future Prospects
The partial deregulation of the electric
power utility industry, which started on
March 2000, allows companies other
than the existing 10 Japanese power
companies to supply electricity to indus-
trial customers whose contractual con-
sumption exceeds a fixed volume. OEPC
displays certain unique characteristics,
such as the relatively high ratio of power
supplied to remote islands. Due to this,
the degree of deregulation applied to
OEPC'’s business is smaller than in the
case of the other 9 power companies,
but it is only a matter of time before full-
scale liberalization is applied to the
power supply market in Okinawa. We
are therefore fully aware of the need to
improve our cost-competitiveness and
offer even more attractive services in
order to stay ahead of our potential rivals.
For this reason we have established a
committee composed of full-time mem-
bers of the Board of Directors to study ways
of responding to this market liberalization.
The committee will be examining the other power compa-
nies’ responses to deregulation with a view to devising
unique countermeasures suited to OEPC’s business situation.
At the same time, we must also be prepared for other
changes in the business environment such as the rapid
spread of IT (information technology). The intensification
of market activities, the development of new business lines
and the strengthening of our business base in the field of
telecommunications are also among our priorities. We are
marshalling the total power of the OEPC group to success-
fully meet these challenges. As part of these efforts, we
have established from this year a venture business system
with the goals of developing new business lines and
expanding operations in the telecommunications field.
Our top priority is to improve management efficiency
and in line with this, our long-term management plan,
which started in fiscal 2000, calls for a ¥50 billion reduction
in our original 10-year capital investment target to ¥350 bil-
lion. We will continue to work toward achieving lower
electricity charges while maintaining a sufficient level of

Chairman Masaharu Minei

President Hirokazu Nakaima

earnings through the reduction of the cost of power supply.
In the meantime, we will devote even more efforts to such
ongoing issues as environmental protection, the develop-
ment and practical realization of new energy sources, and
contributions to the regional community.

For the current term, we forecast the volume of power
sales to remain largely unchanged from the term under
review at 6,543 million kWh, with sales on a consolidated
basis rising 0.1% at ¥142 billion and net income of approxi-
mately ¥3 billion.

K cdore Bloee”

Masaharu Minei
Chairman

Hirokazu Nakaima
President



Review of Operations

OEPC’s power supply plan for fiscal 1999, which ended on March 31, 2000, centered on the core princi-

ples of ensuring the Company’s ability to provide a steady supply of power over the long term while

simultaneously reducing costs. It comprised three priority policies: rigorous cost cutting measures, the

creation of a highly efficient transmission network, and measures to prevent environmental damage and

to develop new sources of energy.

Kin Thermal Power Station

Power Generation Facilities

We are pushing forward with plans for the expansion of our power
generation facilities to cope with forecast increases in demand, while
at the same time attempting to ensure that the twin criteria of eco-
nomic feasibility and maintenance of a steady supply are met.

In the term under review, the main developments in the area of
power generation facilities were the start of construction of the main
generation plant of the Kin Thermal Power Station on the main island
— scheduled to start operation in February 2002 — and the start of
operation of wind-powered generators on Hateruma and Tarama
islands and a new hybrid system using a combination of wind power,
accumulators, batteries and existing diesel engines on Miyako Island.
In June and July of 2000, for the first time on one of the smaller
islands, a fixed-type gas turbine generator was installed at the No.2
Power Station on Ishigaki Island. This generator allows a considerable
cost reduction compared with conventional diesel generators.

Turning to the composition of OEPC’s generation facilities by
energy source, the Company is following a policy of assuring greater
power supply stability by reducing its dependence on oil-fired power
stations and gradually shifting more toward coal-fired generation. During
the term under review, coal-fired power stations accounted for 60% of
total power generated and oil-fired power stations for the remaining
40%, compared with 59% and 41%, respectively in the previous year.
With the start of operation of the coal-fired Kin Thermal Power Station,
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currently under construction, the coal-fired ratio will rise to 72% by
2009. Coal-fired power stations require the provision of a site where the
ash left over after coal combustion can be disposed of. To help reduce
the scale of this waste disposal problem, OEPC is operating a plant that
recycles coal ash into a construction material called “Pozotech.”

One of the Company’s most important management tasks is to
find ways of reducing the cost of supplying power to the inhabited
islands of Okinawa Prefecture that lie at some distance from the Main
Island. To this end, we are carrying out a thorough review of the
types, capacities, and detailed specifications of power generation facil-
ities used on these remote islands, and are steadily forging ahead with
plans for prolonging the useful lives of existing equipment, laying
undersea cables, and developing systems for generating power from
new sources of energy. By these means, we aim to create economical
and efficient systems for the supply of electricity to remote islands.
Construction of the gas turbine generation system on Miyako Island is
scheduled to start in fiscal 2000.

Transmission Facilities

OEPC is bolstering its transmission facilities to ensure a steady, unin-
terrupted supply of electricity while transmitting power efficiently at
a low cost. Specifically, to raise the operation efficiency of our trans-
mission network — which is both growing in size and becoming
more complex — and to promote labor saving, we are installing auto-
matic distribution systems, providing backup trunk-line routes in case
of breakdowns, increasing the thickness of our power transmission
lines, and steadily expanding the application of new methods of instal-
lation that minimize the probability of power blackouts.

In addition to procuring more of our equipment such as storage
batteries and distribution transformers from overseas, we are taking a
wide range of steps to lower costs still further at all stages, from basic
facility design through detailed specification design to installation
methods and purchasing.

In June 2000, the construction of the No.2 power transmission
route (west side) for the Gushikawa Power Station was completed
after approximately two years of work. This will provide a backup
route in the event of damage to the east side route. In conjunction
with this, the doubling of the cables on the new route, which had
originally been scheduled for later, was brought forward in considera-
tion of the need to provide additional safeguards against a power
shortage at the site of the G8 Summit.



Currently, construction is underway on the 7.6km Enobi Trunk
Line, which will link up the Kin Power Station with OEPC’s network,
and will be completed by fiscal 2001 along with all necessary trans-
former facilities, in preparation for the new power station’s start-up in
fiscal 2002.

In readiness for the expected expansion of business in the
telecommunications field in Okinawa Prefecture, OEPC is drawing up a
plan for the efficient laying of a network of fiber-optic cables by utilizing
its existing power transmission and local power distribution networks.

Marketing Activities

The Company has been tackling two priority tasks — to respond
effectively to the partial liberalization of electric power sales as of
March 2000, and to promote load leveling both between seasons and
between daytime and nighttime.

Deregulation has brought the Japanese electric power industry
to a historic crossroads, and OEPC is no exception. To weather the
coming crisis, we have already taken steps to improve our manage-
ment efficiency with even greater thoroughness than hitherto, have
designed menus of electricity charges that cater to the diverse needs
of our customers, and have taken stronger measures to reduce aver-
age charges.

Regarding load leveling, during the term we carried out market-
ing activities to promote the use of home-use electric water heaters
that utilize less expensive nighttime electricity. For offices and other
commercial premises, we promoted air-conditioning systems that cre-
ate ice using inexpensive power at night, subsequently utilizing it for
cooling during the day, as well as energy-saving vending machines.
We were particularly successful in promoting the spread of electric
water heaters, ownership of which increased by 37.8% over the previ-
ous term, thanks in part to our rental system. We deployed “mobile

The transformation facility in Enobi

showrooms” throughout the prefecture to introduce consumers not
only to electric water heaters but also to electric cookers and dish-
washers. These vehicles — containing mockups of residences filled
with such electric appliances — touted the advantages of electricity in
terms of safety and convenience. In this, and many other ways, we
conducted marketing activities closely tailored to the preferences and
needs of consumers in Okinawa.

In the current term, ending March 2001, we intend to conduct
further research into the system and electricity rates menus for dereg-
ulated supply areas, as well as taking steps to obtain an accurate grasp
of the status of power usage in areas that are still regulated. We also
aim to design a flexible and diversified rates menu that will enable us
to compete successfully with new entrants into the power utility field.

We also plan more active disclosure of our business activities,
including an expanded Internet website, to foster greater understand-
ing of the Company among the public. We will utilize conventional
marketing methods and a wide variety of tools to create an extensive
database that accurately reflects our customers’ views and desires,
and will ensure that these findings are reflected in our management
strategies.

Preservation of the Environment and Utilization of
New Energy Sources

A utility company bears a heavy responsibility to help preserve the
environment. Based on its Environmental Preservation Action Plan
and under its own initiative, OEPC is directing its technical know-how
from a variety of angles and with maximum effort toward achieving
harmony between its business activities and the environment at all its
offices, power stations and other sites.

In February 1999, the Ishikawa Power Station acquired ISO
14001 certification, the international standard for environmental man-
agement systems, and we are currently bending our efforts toward
obtaining the same certification for our Gushikawa and Makiminato
power stations within fiscal 2000. With regard to the emission of
greenhouse gases, notably CO. and NO, in response to the specific
targets set for the industrialized countries for reductions in emission
volumes, we have established the Global Environment Committee,
which is charged with finding optimal means of preventing damage to
the environment.

Naha Branch Moves to Okiden Naha

New-Energy Hybrid Generation System

Building Installed on Hateruma and Tarama Islands

The system in question combines wind-powered generation
with storage batteries and diesel-powered generators. Thanks
to the Company's recent development of an automatic control
system, variations in output caused by fluctuations in wind
strength can be prevented, thus obviating any adverse effect
on the whole system'’s voltage or frequency and ensuring a
stable supply of power.

The ten-story Okiden Naha Building in the Okinawan pre-
fectural capital of Naha was completed in the term under
review and OEPC’s Naha Branch moved in on October 15,
1999. A celebration ceremony attended by many guests g
was held in November. -
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The Ginoza Wind Power Research Facility

In the area of new energy sources, we take account both of the
need to preserve the environment and of the geographical characteris-
tics of Okinawa Prefecture (an island chain with a subtropical cli-
mate), and have been developing technologies for the utilization of
solar power and wind power, and for the creation of power storage
systems using batteries, as well as conducting research into “multi-
hybrid” power generation systems. During the term under review, we
succeeded in developing a control system to stabilize power output
from wind-powered generation facilities, which are subject to
extreme fluctuations in wind strength, and the practical realization
of this system is now within sight. In addition, OEPC’s hybrid wind-
powered generation system for remote islands, which efficiently com-
bines wind power with a diesel-powered generator, received an
award in recognition of its embodiment of the ideals of new energy
development for the 21st century.

Building on the successes described above, we are promoting
the systematic introduction of power generation systems adapted to
the varying scales of power demand on the Main Island and on the
remote islands throughout the prefecture, and we will continue our
efforts to reduce the construction costs of these systems.

Promoting Internationalization

In addition to its vigorous exchange activities with overseas power
companies in Taiwan, South Korea, Hawaii and elsewhere, OEPC also
takes a multifaceted approach to the promotion of internationalization,
including increasing procurement of parts and equipment abroad to
pull down costs, sending representatives to international conferences
on energy matters and conducting overseas observation tours.

During the term under review, we put particular effort into help-
ing ensure the success of the Okinawa G8 Summit. In preparation for
this event, we dispatched a team to Cologne, Germany in June 1999
to study the G8 Summit held there. The team investigated various
aspects of the summit, including the preparations made to receive the
visiting delegations. With more specific reference to our business line
of power supply, the president of OEPC attended the 5th “summit” of
heads of power companies from Japan, the United States, and Europe,
held in April 1999, where he engaged in a lively and fruitful exchange
of views regarding such global trends as the liberalization of the electric

power market and measures that could be taken by power companies
to adapt themselves to the new circumstances.

We sent study groups to US power companies to examine at first
hand the ways in which they are making use of technological innova-
tions, as well as the development of state-of-the-art, inexpensive,
environmentally-friendly small-scale power generation equipment
using micro gas turbines.

OEPC is also active in the promotion of friendly relations with
other countries. In April 1999, we received a group of visitors from a
Taiwanese power company, who were given a guided tour of our
facilities and later exchanged technical information with our staff. In
August of the same year, OEPC’s baseball team played its second
friendly match against the Taiwanese team, which helped to
strengthen the friendly relations between the two companies. To fur-
ther cement friendly relations between Okinawa Prefecture and South
Korea, three prefectural groups that had previously promoted interna-
tional exchange separately with that country were amalgamated into
one “Okinawa Prefecture Japan-Korea Friendship Society,” and
Chairman Masaharu Minei of OEPC was elected as the new organiza-
tion’s first chairman.

Reinforcing Overall Group Strength

Amid the current business environment of ongoing deregulation, elec-
tric power companies are being forced to take an active stance toward
the creation and fostering of new businesses. To enable the Okiden
group (“Okiden” is an abbreviation of the Japanese name for Okinawa
Electric Power) to utilize the management resources it has accumu-
lated — including experienced personnel, technology, facilities, and
know-how — to expand business operations in a wide range of fields,
the Company amended its articles of incorporation in the term under

Powerful Typhoon Inflicts Major

Damage on Okinawa

In September 1999, a huge typhoon struck Miyako Island,
Okinawa Main Island and other smaller islands in the
vicinity with massive force, causing heavy rainfall. After 30
hours of high winds and torrential rain, approximately
110,000 households were without electricity as a result of

the severing of power lines strung from poles. However,
due to OEPC's prompt action, power was quickly restored
to all affected households.

Ceremony Held to Mark Start of
Construction of Kin Thermal Power Station

Preparation of the site for construction of the Kin Thermal
Power Station commenced in December 1997, and in May
1999 a ceremony was held to mark the start of construction of
the main building. At present, the smokestacks of the main
building have been completed and the drum boilers installed,
and work is proceeding on course, with the start of operation
of the No.1 generator scheduled for February 2002.



review to allow the start-up of a system for nurturing venture busi-
nesses with the aim of incorporating them into the group at a later
date. By these means, we aim to strengthen earnings at the group level.

We are focusing our business diversification efforts especially on
the rapidly expanding field of telecommunications, including multi-
media communications, and are working to build up new businesses
in these areas in the conviction that they will serve as tools both to
strengthen our relationships with our customers in the coming age of
deregulated electric power, and to open up and exploit whole new
business avenues.

At the moment, three companies within the group are involved
in the telecommunications business — Okiden Joho Service, Astel
Okinawa, and Okinawa Telecommunication Network. From here
onward, we plan to further strengthen the cooperative relationship
between OEPC and these three companies with the goal of expanding
the scale of their business.

We see the reinforcing of cooperation among group member
companies as an issue of urgency also from the viewpoint of strength-
ening management at the consolidated group level, and we will be
actively working to improve the earning power of the whole Okiden

group.

As OEPC operates solely within Okinawa Prefecture, the smooth con-
duct of business would be impossible without the understanding and
cooperation of the prefectural population. It is for this reason that one
of the most important concepts underpinning our management policies
is the necessity to work together with the local community for the

good of the region. In line with this, to support the development of
the prefectural economy, we extend cooperation to economic bodies
such as the Center for the Revitalization of Industry in Southwestern
Okinawa Prefecture (a foundation), and also take an active part in
occupational training programs for local people as well as in social
and cultural activities. By these means, we are working to ensure that
OEPC projects a favorable, trustworthy image among the people of
Okinawa Prefecture.

As part of our continuing contribution to community life, we set
aside a 10-day period for activities designed to bring the public into
closer contact with OEPC and foster greater understanding of our
business.

During this event, which we held for the 21st time in November
1999, social gatherings were sponsored throughout the prefecture,
OEPC staff engaged in public services such as free equipment inspec-
tions, sports meets were held, and many members of the public were
given guided tours of our power stations and other facilities.

As part of our efforts to promote cultural activities in Okinawa,
we sponsor the Okiden Sugar Hall Newcomers’ Concert with the aim
of discovering and helping foster promising new talents in the field of
classical music. To broaden interest in science among Japanese ele-
mentary school and junior and senior high school students, as well as
students at American schools, we sponsor the Exhibition of Science
Works by Schoolchildren. In addition, OEPC cements its ties with the
regional community by participating in festivals and other events, and
through volunteer work at sports meets, notably the triathlon, which
is held throughout the year.

4 .
Our Operational Base

Okinawa Prefecture’s economy is entering a new phase as a result of the
effects of the G8 Summit held in the prefecture in July 2000, on top of the
various economic stimulus measures taken by both the prefectural and cen-
tral governments. Okinawa is Japan’s most popular resort area, but the pre-
fecture also has good hopes of becoming a major base for the
telecommunications industry under the central government’s plan to make
Okinawa into a “special international telecommunications zone,” as well as
the prefectural government’s “Multimedia Island” concept.

The central government’s plan to make Okinawa into a special interna-
tional telecommunications zone involves placing the promotion of informa-
tion technology industry at the center of economic development policy for
the prefecture. Steps would be taken to lure IT companies and data centers to
Okinawa with the aim of making the prefecture into an international telecom-
munications “hub.” The fact that 40% of the undersea communications cables
connecting Japan with the rest of the world first make landfall in Okinawa
indicates that the prefecture already possesses the sort of infrastructure that

would give it an advantage as a telecommunications hub. The Multimedia
Island concept proposed by the Okinawan prefectural government links up
with the national government’s plan, and is focused mainly on increasing
employment in IT industry companies.

In fact, Okinawa is already enjoying success in attracting call centers,
which employ large numbers of staff who need only a comparatively short
period of training. Companies are especially eager to set up call centers in
Okinawa as the prefecture provides subsidies covering 80% of telecommuni-
cations costs.

More and more companies are setting up facilities in the Free Trade
Zone on Okinawa’s Main Island, including not only call centers, but also
computer game equipment manufacturers and companies in IT-related busi-
nesses. For OEPC, whose development is tied to that of the region it serves,
it is essential to support the growth of IT-related industries in Okinawa. At
the same time, OEPC intends to strengthen its own business ventures in the
telecommunications and multimedia fields, thus making a valuable contribu-
tion to the prefecture’s economic development.
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Financial Section

L consolidated Flnancial Review.

Consolidated subsidiaries increased from 3 to 10 in number from a year earlier, pursuant to the

change in the key determinant for consolidation from shareholder percentage interest to the

ability to exercise operational and financial control over investee operations.

Business Results

During the term under review, operating revenues
increased ¥5,501 million, or 4.0%, to ¥141,820 million
(US$1,336,036 thousand) mainly due to the additional
revenues from the newly consolidated subsidiaries, which
are engaged in construction and telecommunications.
Operating revenues from our power supply business,
however, declined following lower electricity sales and
reduced electricity rates under the Fuel Cost Adjustment
System. Meanwhile, operating expenses increased ¥4,614
million, or 4.0%, to ¥120,298 million (US$1,133,286
thousand), mainly in response to the changes in
consolidation. As a result, operating income increased ¥887

million, or 4.3%, to ¥21,522 million (US$202,750 thousand).

Other expenses came to ¥13,916 million (US$131,100
thousand), partially due to a change in the calculation
method for prior service cost, which amounted to ¥3,417
million (US$32,197 thousand). Income before income taxes
and minority interest increased ¥1,160 million, or 18.0%, to
¥7,606 million (US$71,650 thousand). Net income
increased a substantial ¥2,290 million to ¥4,263 million
(US$40,158 thousand), reflecting the full adoption of tax
effect accounting with tax adjustments amounting to
¥1,616 million (US$15,222 thousand). Consolidated
earnings per share came to ¥280.95 (US$2.65), with annual
dividends per share of ¥50 (US$0.47).

Operating results by business segment, before
elimination of intercompany transactions

Electric power sales decreased ¥2,900 million, or 2.2%, to
¥131,571 million (US$1,239,482 thousand), and related
expenses decreased ¥2,977 million, or 2.6%, to ¥111,700
million (US$1,052,287 thousand), due to reductions in
personnel, fuel and depreciation expenses. Operating
income increased ¥77 million, or 0.4%, to ¥19,871 million
(US$187,195 thousand). Other expenses increased 41.6% to
¥15,735 million (US$148,227 thousand). Income before
income taxes decreased ¥4,534 million, or 52.3% to ¥4,136
million (US$38,968 thousand). Net income decreased 43.7%
to ¥2,725 million (US$25,674 thousand).

Revenues from the construction business came to
¥24,788 million (US$233,513 thousand), with related
expenses of ¥23,113 million (US$217,739 thousand).
Operating income for the construction business amounted
to ¥1,675 million (US$115,774 thousand). The year-on-year
comparison has been omitted as this business segment was
newly established. Revenues from other operations
increased 51.4% to ¥27,134 million (US$255,621 thousand),
partially due to the consolidation of additional subsidiaries
engaged in telecommunications and real estate. Related
operating expenses increased ¥9,491 million, or 56.0% to
¥26,450 million (US$249,175 thousand). As a result,
operating income for the segment decreased 28.9% to ¥684
million (US$6,446 thousand).
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Financial Position
Term-end total assets increased ¥48,168 million to ¥392,749
million (US$3,699,946 thousand). Property, plant and
equipment increased ¥40,427 million to ¥350,601 million
(US$3,302,881 thousand), mainly due to increased capital
investment involving the Kin Thermal Power Station, and
the consolidation of additional subsidiaries. Investments and
other assets increased ¥1,622 million to ¥11,972 million
(US$112,788 thousand). This increase reflects the
contraction of the investment account concerning
subsidiaries and affiliates from previously ¥6,462 million to
¥60 million (US$565 thousand) following the change in
consolidation, and a ¥6,967 million year-on-year increase in
recognized deferred tax assets of ¥8,151 million (US$76,781
thousand). Current assets increased ¥6,119 million to
¥30,176 million (US$284,277 thousand), due to a ¥2,392
million increase in notes and accounts receivable to ¥7,151
million (US$67,364 thousand) and a ¥2,958 million increase
in inventories to ¥6,184 million (US$58,257 thousand).
Current liabilities increased ¥14,523 million to ¥73,273
million (US$690,279 thousand), due to a ¥6,752 million
increase in notes and accounts payable and commercial
paper issuance. Long-term liabilities increased ¥27,199
million to ¥255,896 million (US$2,410,705 thousand).
Shareholders’ equity increased ¥6,162 million to ¥62,956
million (US$593,088 thousand) due to a ¥6,162 million
increase in retained earnings to ¥48,228 million
(US$454,340 thousand).

Consolidated Operating Revenues (¥ Million)

1996 ) 126,800
1997 ) 129,337
1998 ) 133,992
1999 ) 136,319
2000 ) 141,820

Consolidated Total Assets (¢ Million)

1996 ) 339,793

1997 ) 328,408

1998 ) 326,778

1999 D 344,581
2000 D 392,749
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Cash Flows

The term-end balance of cash and cash equivalents came to
¥14,036 million (US$132,228 thousand), ¥173 million
(US$1,633 thousand) higher than a year earlier, thanks to
the consolidation of additional group companies, without
which the term-end cash balance would have been ¥2,463
million (US$23,203 thousand) lower than a year ago. This
decline resulted from a ¥32,437 million (US$305,573
thousand) increase in cash provided by operating activities
and a ¥24,171 million (US$227,707 thousand) increase in
cash provided by financing activities, offset by ¥59,071
million (US$556,483 thousand) cash used in investing
activities.

Cash provided by operating activities came to ¥32,437
million (US$305,573 thousand), which was mainly
attributable to ¥7,606 million in income before income
taxes and minority interest, ¥24,687 million in depreciation
and amortization, ¥3,058 million in provisions for severance
payment reserves, and ¥5,787 million in income taxes paid.

Cash used in investing activities came to ¥59,071
million (US$556,483 thousand), mainly due to plant assets
acquired in the amount of ¥58,821 million in conjunction
with the construction of the Kin Thermal Power Station.

Cash provided by financing activities came to ¥24,171
million (US$227,707 thousand), with ¥8,000 million in
proceeds from bond issuance, ¥38,307 million in proceeds
from long-term debt, ¥15,000 million in proceeds from
commercial paper issuance, ¥24,638 million in repayment
of long-term debt, and ¥10,000 million in repayments of
matured commercial paper.

Consolidated Net Income (¥ Mmillion)

1996 5 1,426

1997 ) 603

1998 ) 2,603

1999 ) 1,973

2000 ) 4,263




Electric Power Sales (millions of kwh)

1996 D) D
2,295 3,559
1997 D) D
2,358 3,648
1998 D) D
2,364 3,762
1999 D) D
2,592 4,024
2000 D) D
2,582 3,976
— Lighting = Power

Consolidated Net Income per Share ¥

1996 ) 9%

1997 D 41

1998 D 175
1999 D 133

2000 D 281

Consolidated Shareholders’ Equity Ratio (%)

1996 15.98

1997 16.44
1998 17.06
1999 16.48
2000 16.03

Number of Customers (Thousands)

1996 DED)
614 62
1997 ) D
625__ 63
1998 ) D
641 64
1999 D)
653 65
2000 D)
665 67
— Lighting = Power

Peak Load (Thousands of kw)

1996 D) 1,310
1997 D) 1,329
1998 D 1,317
1999 D 1,411
2000 ) 1,407

Consolidated Operating Income (¢ Million)

1996 ) 15,525

1997 D 15,836

1998 D) 18,586
1999 ) 20,635
2000 D 21,522

Consolidated Shareholders’ Equity (¥ Million)

1996 ) 54,309
1997 ] 53,984
1998 ) 55,752
1999 D 56,794
2000 D 62,956

Consolidated Return on Equity (%)

1996 2.64

1997 1.11

1998 4.74

1999 3.51

2000 7.12

Authorized Maximum Power Generation Capacity (Thousands of kW)

1996 ) 1,461
1997 ) 1,434
1998 ) 1,445
1999 D 1,445
2000 ) 1,445
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L__Consolidated Balance Sheefs

Thousands of

The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries Millions of Yen U.S. Dollars (Note 1)
March 31, 2000 and 1999 2000 1999 2000
Assets
Property, plant and equipment:
Utility plants (NOEE 3) .ovvvvvrieririiiririieirinieteiseseesisst s ¥572,383 ¥565,895 $5,392,203
Other plant and eQUIPMENT ... 28,797 5,937 271,289
CONSLIUCLION 1N PIOGIESS ..vvvvvieeieeireriietetetetetst s s ss s s s bbb bbbt s s s s senenens 71,017 39,968 669,027
672,197 611,800 6,332,519
Less:
Contributions in aid of CONSIUCION ..........cocviiiriieeee e, (21,679) (21,356) (204,230)
Accumulated depreCiation ... s (299,917) (280,270) (2,825,408)
(321,596) (301,626) (3,029,638)
Net property, plant and eqUIPMENT .......cccccvvviiieeiiieiecece e 350,601 310,174 3,302,881
Investments and other assets:
Investment SECUTtIES (NOLE 4) ... 2,952 1,520 27,817
Investments in and advances to non-consolidated subsidiaries and affiliates ........ 60 6,462 565
Allowance for doubtful aCCOUNLS .........cccvviciiiicerce s (12) (113) (115)
Deferred tax assets (NOLE B) .....ccovvereireriinriinsnissisesise e es s 7,275 1,184 68,533
(@1 g T= G T £ 1,697 1,297 15,988
Total investments and Other ASSELS .........cccvevvevreeiieecie e 11,972 10,350 112,788
Current assets:
Cash and cash equivalents (NOte 2 (d)) ...ccoovrvrrrreirreeceeers s 14,036 13,863 132,228
ShOrt-tErM INVESIMENT ...voivceeeeeece ettt be b s 1,253 2,244 11,804
Notes and accounts reCEIVADIE .........ccevvveiiiiicceceeeee e 7,151 4,759 67,364
Allowance for doubtful ACCOUNIS...........cceueriieiriecre e (105) (121) (986)
INVENTOTIES .ovviviicteicteee ettt sttt se b se st e s st esesbese st eresbene e 6,184 3,226 58,257
Deferred tax assets (NOLE B) ......cccivceierieiniesississ s r s 876 8,248
OLhEr CUITENT ASSBLS ...viviviiiiirereriie sttt sttt be e st b et bers b bebene e 781 86 7,362
TOLAl CUITENE ASSELS ...viveivieeieiictie ettt sttt sttt s ebe e bbb s b s 30,176 24,057 284,277
B 0] R ¥392,749 ¥344,581 $3,699,946

Liabilities and shareholders’ equity
Long-term liabilities:

Long-term debt, less current maturities (Notes 5 and 8) ........ccoovvvvvrvvevnnininnns ¥242,738 ¥215,110 $2,286,743
Liabilities for severance payments (Note 2 (f)) .oooovevvevnieincresess 11,901 8,283 112,119
Other long-term HabilitIeS .......cvovevirrrrrrrrr s 1,257 5,304 11,843
Total long-term labilities ........cccocveiriniee s 255,896 228,697 2,410,705
Current liabilities:
Current maturities of long-term debt (NOte 5) ...vcvvvvvveverresrrr v 25,265 23,749 238,015
COMMETCIAl PAPET ..t 5,000 47,103
Short-term DaNK [08NS ........coveveieiieiceceeceeee et re e 800 7,537
Notes and accounts Payable ... e 29,947 23,195 282,120
Income tax payable (NOTE B) .......cccooieiriiiiieiee s 2,588 2,819 24,379
ACCTUEH BXPENSES ..cvvvirrirereteteritetsistsssssssseese et sesesesesssesssasss s s s s s sesesesesesesesesasnns 7,350 7,383 69,240
Other current HabilItIES ........ocvriic e, 2,323 1,604 21,885
Total current HaDIlItIES .....ccvcveiieieccecece s 73,273 58,750 690,279
MINOTTEY TNTEIEST ... 624 340 5,874

Commitment and contingent liabilities (Notes 7 and 8)

Shareholders’ equity (Notes 9 and 11):
Common stock, ¥500 par value;
Authorized — 30,000,000 shares

Issued and outstanding — 15,172,921 shares (2000) and 14,875,413 shares (1999) .... 7,586 7,438 71,469
Additional paid-in CaPIAl ........cceviiiiricee e 7,142 7,290 67,279
REAINEd BAIMINGS ...v.vveeiiieeciicie bbb 48,228 42,066 454,340

Total Shareholders’ QUILY ........occvriierririeieeseeeee s 62,956 56,794 593,088

TOTAI e ¥392,749 ¥344,581 $3,699,946

See notes to consolidated financial statements.
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L__Consolidated Statements of Income

Thousands of
The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries Millions of Yen U.S. Dollars (Note 1)
Years ended March 31, 2000 and 1999 2000 1999 2000

Operating revenues:

BIBCHIIC vt ¥131,571 ¥134,471 $1,239,482
ONEE e 10,249 1,848 96,554
Total OPErating FEVENUES .........ccvviriveriiriererre e 141,820 136,319 1,336,036

Operating expenses:

BIECIIIC 1ottt 108,891 113,494 1,025,825
OUNBE o bbb 11,407 2,190 107,461
Total Operating EXPENSES .......vvvveveerererererrreissisesesess s sese e sess s ssssesnens 120,298 115,684 1,133,286
OPErating INCOIME ...ttt nnes 21,522 20,635 202,750

Other expenses:

Interest expense (NOtES 3 @NA 5) ...o.cuvvrverrrrirereee et 9,720 10,442 91,570
Equity in 105S O @ffilIAtES ......cevvevviiiiec s 3,161
Provision for prior liabilities for severance payments (Note 2 (f)) .....ccccovrvvrrenne 3,417 32,197
(@] 1 g T=] S 1Y OSSR 779 586 7,333
NEt OtNEE EXPENSES .vuvveveeereiiriririsire e se s 13,916 14,189 131,100
Income before income taxes and MINOFity INTEreSt ..........cooevvivreeneeneenenn, 7,606 6,446 71,650

Income taxes (Note 6):

CUITENE 1.ttt ettt b bbb bbb bbb bbbt et s ettt eae e bbb b s 4,799 4,441 45,208
DETEITEA ..ttt (1,616) (22) (15,222)
TOMAL ottt b et b e bbb 3,183 4,419 29,986
Minority interest in NELINCOME ...t 160 54 1,506
NELINCOME oottt b bbbttt bbbt e e bbbt ¥ 4,263 ¥ 1,973 $ 40,158
Yen U.S. Dollars

Per share of common stock (Note 2 (i)):
NEE INCOME ..ttt sttt b e ettt sttt ae sttt erebe e ¥280.95 ¥132.66 $2.65
Cash dividends applicable t0 the Year..........ccooieiiiieiece s ¥ 50.00 ¥ 50.00 $0.47

See notes to consolidated financial statements.
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L__Consolidated Statements of Sharenolders EQUITY

Millions of Yen

Shares Additional
The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries outstanding Common paid-in Retained
Years ended March 31, 2000 and 1999 (Thousands) stock capital earnings
Balance, APril 1, 1998 ... 14,875 ¥7,438 ¥7,290 ¥41,024
NEL INCOME .ot 1,973
Appropriations:
Cash diVIAENGS ........coviiieiieiree e (744)
Bonuses to directors and corporate auditors .........cccoeeeeeerirniinien, (87)
Adjustment of retained earnings
for new application of equity Method .........cccooveernccnnicnnein, (100)
Balance, March 31, 1999 ..o 14,875 7,438 7,290 42,066
ComMMON SEOCK SPIIL ... 298 148 (148)
Adjustment of retained earnings for the adoption of
deferred tax accounting method (Note 2 (9)) .oovvvvvvvrervrerererercrnnennnenns 2,583
Adjustment of retained earnings for newly
consolidated subsidiaries (NOte 2 (8)) ....ovvevrreerrrnierrierinieisens 80
Changes in ownership due to issuance of common stock of subsidiaries ... 85
NEL INCOME ..ot 4,263
Appropriations:
Cash dIVIAENAS .......c.cvvrrriirreeeee s (751)
Bonuses to directors and corporate auditors ............coceeveererererirninen. (98)
Balance, March 31, 2000 ........cccccouirrnmininireeneeseeeseese s esssseseens 15,173 ¥7,586 ¥7,142 ¥48,228
Thousands of U.S. Dollars (Note 1)
Additional
Common paid-in Retained
stock capital earnings
Balance, March 31, 1999 ..ottt $70,068 $68,680 $396,291
COMMON SEOCK SPIIL ... 1,401 (1,401)
Adjustment of retained earnings for the adoption of
deferred tax accounting method (NOte 2 (g)) ..ovvreereeemmrnerrrrree e 24,331
Adjustment of retained earnings for newly consolidated subsidiaries (Note 2 (a))....... 750
Changes in ownership due to issuance of common stock of subsidiaries..................... 806
INEE INCOME ...t bbbttt 40,158
Appropriations:
Cash dIVIAENAS ......cveveeereieerisrsr e (7,077)
Bonuses to directors and corporate auditors..........coovvieeeereeiesesesssesseseenes (919)
Balance, March 31, 2000 ..........cccccoienniiieiieees et s s nnnes $71,469 $67,279 $454,340

See notes to consolidated financial statements.
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L__Consolidated Statements 01 Casn FIOWS.

Thousands of

The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries Millions of Yen U.S. Dollars (Note 1)
Years ended March 31, 2000 and 1999 2000 1999 2000
Operating activities:
Income before income taxes and MiNOrity INTEIESt .........cccverrvrinrnnnrreceeens ¥ 7,606 ¥ 6,446 $ 71,650
Adjustments for:
INCOME TAXES PAIT......evivieiriiceiericieir et (5,787) (4,217) (54,514)
Depreciation and amortization............ooveeerennnnsnsnrns s 24,687 25,340 232,568
Provision for (reversal of) severance payment reServe .........cocovvvevrvrerecenreenenenns 3,058 (45) 28,807
Loss on disposal of property, plant and equipmeNt ............ccocoevvverviceccreeenennns 1,998 710 18,823
Loss on redemption Of DONG..........coooiiiiiiniee s 243
Equity in 10SS OF @ffilIates.........ccoviiririiiicccee s 3,161
Changes in operating assets and liabilities:
Increase in notes and accounts receivable ... (643) (995) (6,060)
(Increase) decrease iN INVENLOTIES. ........cvcrerrrrrrrerernisrnesesisesesesese e eseseseenssenes (1,188) 1,309 (11,195)
Decrease in other long-term Habilities ..........ccococevveieisesersie s (454) (4,276)
Increase in payables and accrued EXPENSES.........covveireerieeeirieiniresieesseseseene 1,116 7,296 10,517
Decrease in interest Payable...... ..o (67) (174) (632)
OLhEE — NBL et 2,111 1,457 19,885
TOtAl A0JUSEMENTS ... 24,831 34,085 233,923
Net cash provided by operating aCtiVities........cceverrerenerssvrrereserseeeens 32,437 40,531 305,573
Investing activities:
Purchase of property, plant and equUIpMENt ... (58,821) (37,817) (554,133)
Proceeds from sale of property, plant and equipment .........ccccocooeevrneennecenn. 459
Purchase of iNVESIMENt SECUNLIES ........oveevirieiriee e (1,395) (65) (13,140)
Increase in investments in and advances to
unconsolidated subsidiaries and affiliates .............cccoeoevvieiesisiisiiei s (5,762)
Purchase of short-term inVeSIMENT .........cccoieiriiinir s (2,043) (2,864) (19,246)
Proceeds from maturity of short-term investment ...........cccoooviiinnnnnnnnnn, 3,094 2,021 29,150
OENEE — NEL et 94 886
Net cash used in INVEStING ACHIVILIES ........covvierrrierree e (59,071) (44,028) (556,483)
Financing activities:
Proceeds from issuance of DONAS ... 8,000 75,365
Payment for redemption of BONAS ... (1,243)
Proceeds from long-term debt ... 38,307 28,604 360,876
Repayments of [oNg-term debt ... (24,638) (22,599) (232,104)
Proceeds from short-term bank 10aNs ... 4,100 38,625
Repayments of short-term bank 10ans ..........ccccceveininiiics s (5,677) (53,481)
Proceeds from issuance of commercial PAPer ..., 15,000 141,310
Repayments on maturity of commercial Paper ... (10,000) (94,206)
Cash dividends Paid ..........cccovrieriice e (751) (744) (7,077)
OthBI — NMEL b (170) (1,601)
Net cash provided by financing actiVities ...........ccecvevnnnsnnvnnrsieeeenns 24,171 4,018 227,707
Net (decrease) increase in cash and cash equivalents ............c.cccocoovveicicccennnan, (2,463) 521 (23,203)
Cash and cash equivalents of newly
consolidated subsidiaries, beginning of year ..o, 2,636 24,836
Cash and cash equivalents, beginning of year............ccccooevvvnnnninnccceceen 13,863 13,342 130,595
Cash and cash equivalents, end Of Year ............cccocovvvvinrninnnsn s ¥14,036 ¥13,863 $132,228

See notes to consolidated financial statements.
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L__Notes to Consolidated Flnancial. Statements

The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries
Years ended March 31, 2000 and 1999

1. Basis of presenting consolidated financial statements
The accompanying consolidated financial statements have been prepared in
accordance with the provisions set forth in the Japanese Securities and Exchange
Law, the Electric Utility Law and related accounting regulations, and in conformity
with accounting principles and practices generally accepted in Japan, which are
different in certain respects as to application and disclosure requirements of
International Accounting Standards. The consolidated financial statements are not
intended to present the financial position, result of operations and cash flows in
accordance with accounting principles and practices generally accepted in
countries and jurisdictions other than Japan. The Okinawa Electric Power
Company, Incorporated (the “Company”) and its consolidated subsidiaries
(together, the “Companies” or “Group”) maintain their accounts and records in
accordance with the provisions set forth in the Japanese Commercial Code (the
“Code”) and in conformity with accounting principles and practices generally
accepted in Japan.

Effective April 1, 1999, consolidated statements of cash flows are required to
be prepared under Japanese accounting standards, and such statements for the
years ended March 31, 2000 and 1999 are presented herein.

In preparing these consolidated financial statements, certain reclassifications
and rearrangements have been made to the consolidated financial statements
issued domestically in order to present them in a form which is more familiar to
readers outside Japan.

The consolidated financial statements are stated in Japanese yen, the currency
of the country in which the Company is incorporated and operates. The
translations of Japanese yen amounts into U.S. dollar amounts are included solely
for the convenience of readers outside Japan and have been made at the rate of
¥106.15 to $1, the approximate rate of exchange at March 31, 2000. Such
translations should not be construed as representations that the Japanese yen
amounts could be converted into U.S. dollars at that or any other rate.

Certain reclassifications have been made to the 1999 consolidated financial
statements to conform to the presentations and classifications used in 2000.

2. Summary of significant accounting policies

(a) Consolidation

The consolidated financial statements for the year ended March 31, 2000 include
the accounts of the Company and its ten significant (three for the year ended
March 31, 1999) subsidiaries. All significant intercompany balances and
transactions have been eliminated in consolidation. All material unrealized profit
included in assets resulting from transactions within the Group is eliminated.

Effective April 1, 1999, the Group changed its consolidation scope from the
application of the ownership concept to the control concept. Under the control
concept, those companies in which the Parent, directly or indirectly, is able to
exercise control over operations are to be fully consolidated. Three subsidiaries
previously accounted for by the equity method have been consolidated in the
consolidated financial statements.

The consolidated financial statements for the year ended March 31, 1999 have
not been retroactively adjusted. The change of retained earnings arising from the
change in the consolidation scope is recognized as “Adjustment of retained
earnings for newly consolidated subsidiaries” in the Consolidated Statements of
Shareholders’ Equity for the year ended March 31, 2000.

Effective April 1, 1999, the excess of the cost of an acquisition over the fair
value of the net assets of the acquired subsidiary and affiliate company at the date
of acquisition is amortized over five years by the straight-line method.

Consolidation of remaining subsidiaries and the application of the equity
method to the remaining affiliates would have no material effect on the
accompanying consolidated financial statements. Investments in such
unconsolidated subsidiary and an affiliate are stated at cost.

(b) Property, plant and equipment

Property, plant and equipment are stated at cost. The cost of utility plants includes
certain interest costs incurred on borrowed funds during the construction period
of new plant facilities. Contributions in aid of construction are deducted from the
cost of the related assets. Such accounting treatment is required by the regulations
described in Note 1. Depreciation of property, plant and equipment is provided
on the declining-balance method over the estimated useful lives of the assets.
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(c) Investment securities

Investment securities are stated at cost determined by the moving-average method.
Investment securities are written down to an appropriate value if the investments
have been permanently impaired.

(d) Cash and cash equivalents

Cash equivalents are short-term investments that are readily convertible into cash
and that are exposed to insignificant risk of changes in value.

Cash equivalents include time deposits, certificate of deposits, commercial
paper and mutual funds investing in bonds that represent short-term investments,
all of which mature or become due within three months of the date of acquisition.

The balance of cash and cash equivalents in 1999 was changed from ¥16,107
million to ¥13,863 million to conform with the presentation in 2000.

(e) Inventories

Inventories are states at cost, based principally on the average method.

(f) Severance payments and pension plan

The Companies have unfunded retirement plans for all of their employees. The
annual provisions for the employees’ severance payments are calculated to state
the present value of the amount that would be required if all employees
voluntarily terminated their services with the Companies at each balance sheet
date.

In the fiscal year ended March 31, 2000, the Companies amended the rate of
present value for calculating the annual provisions for employees’ severance
payments, from 40% to 55% which is based on the average remaining service
period of employees and the discount rate considering the recent condition of
lower interest rates. The effect of this change was to decrease income before
income taxes and minority interest for the year ended March 31, 2000 by ¥3,417
million ($32,197 thousand).

Additionally, the Company and most of the consolidated subsidiaries have
non-contributory funded defined benefit pension plans covering substantially all
of their employees. The amounts contributed to the funds, except for prior service
costs are charged to income when paid. Prior service costs are accrued when
incurred.

Total provisions for liabilities for severance payments and pension costs
charged to income were ¥5,648 million ($53,206 thousand) and ¥3,405 million for
the years ended March 31, 2000 and 1999, respectively.

(9) Income taxes

Prior to April 1, 1999, income taxes were provided at the amount currently
payable. Deferred income taxes arising from temporary differences in recognizing
certain assets and liabilities between financial and tax reporting purposes were not
provided, except for those applicable to unrealized profits arising from the
elimination of intercompany transactions in consolidation.

Effective April 1, 1999, the Group adopted the new accounting standard for
interperiod allocation of income taxes based on the asset and liability method.
The cumulative effect of the application of interperiod tax allocation in prior years
in the amount of ¥2,583 million ($24,331 thousand) is included as an adjustment
to retained earnings as of April 1, 1999. Such cumulative effect is calculated by
applying the income tax rate stipulated by enacted tax laws as of April 1, 1999.

Deferred tax assets and liabilities are recorded to reflect the impact of
temporary differences between assets and liabilities recognized for financial
reporting purposes and such amounts recognized for tax purposes. These deferred
taxes are measured by applying currently enacted tax laws to the temporary
differences.

(h) Stock and bond issue costs and bond discount charges

Stock and bond issue costs and bond discount charges are charged to income
when incurred.

(i) Net income per share

Net income per share is computed based upon the weighted average number of
shares of common stock outstanding during each year, retroactively adjusted for
stock splits. The average number of common shares used in the computation was
15,172,921 shares for 2000 and 14,875,413 shares for 1999.

(j) Leases

All leases are accounted for as operating leases. Under a Japanese accounting
standards for leases, finance lease that deem to transfer ownership of the leased
property to the lessee are to be capitalized, while other finance leases are
permitted to be accounted for as operating lease transactions if certain “as if
capitalized” information is disclosed in the notes to the lessee’s financial
statements.




3. Utility plants
Utility plants, at cost, as of March 31, 2000 and 1999, consisted of the following:

Thousands of

Millions of Yen U.S. Dollars

2000 1999 2000
Thermal power generating facilities...... ¥261,567 ¥260,579 $2,464,121
Transmission facilities.........ccccoovvevvinnnnns 97,781 95,395 921,157
Transformation facilities ..........ccccceveveee 75,570 74,190 711,915
Distribution facilities..........cccovvevrnrnee. 113,557 113,340 1,069,782
General facilities ........ccccvveeeeiiiceiiiins 23,908 22,391 225,228
TOtal v ¥572,383 ¥565,895 $5,392,203

Interest costs capitalized for the years ended March 31, 2000 and 1999 was ¥229
million ($2,161 thousand) and ¥73 million, respectively.

4. Investment securities

The excess of market value over the carrying amount of quoted securities was
¥722 million ($6,800 thousand) and ¥155 million at March 31, 2000 and 1999,
respectively.

5. Long-term debt
Long-term debt at March 31, 2000 and 1999 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2000 1999 2000
1.91% secured bond, due 2009.............. ¥ 8,000 $ 75,365
Secured loans from Okinawa
Development Finance Public
Corporation, 1.10% to 6.30% in 2000
and 1.10% to 6.30% in 1999, due
serially through 2014............cccoeovninne 238,863 ¥230,850 2,250,238
Unsecured loans from banks, 0.68%
to 7.50% in 2000 and 2.50% to 7.50%
in 1999, due serially through 2015...... 19,501 6,125 183,712
Secured debt with a leasing company,
Semi-annual payment of ¥144 million
($1,355 thousand) including interest,
maturing in 2005 and 2008.................. 1639 1,884 15,443
TOtal o 268,003 238,859 2,524,758
Less current maturity .........oocevevreennnns (25,265) (23,749  (238,015)
Long-term debt,
less current Maturity.........coeovvcreenenee ¥242,738 ¥215,110 $2,286,743

At March 31, 2000, bond and long-term debt with the Okinawa Development
Finance Public Corporation were collateralized by all of the Company’s available
assets.

Maturities of long-term debt outstanding at March 31, 2000 were as follows:

Thousands of

Year ending March 31, Millions of Yen  U.S. Dollars
¥ 25,265 $ 238,015

217,246 256,670

31,014 292,175

29,105 274,189

29,510 278,000

125,863 1,185,709

¥268,003 $2,524,758

6. Income taxes
The Companies are subject to several taxes based on income. For the years ended
March 31, 2000 and 1999, the aggregate normal effective statutory tax rates
approximated 35% and 41%.

The tax effects of significant temporary differences and loss carryforwards which
resulted in deferred tax assets and liabilities at March 31, 2000 are as follows:

Thousands of

As of March 31, 2000 Millions of Yen  U.S. Dollars
Deferred tax assets:
Unrealized profit .........ccoooevivvennenieninns ¥ 4,138 $38,983
Tax loss carryforward ..........coovevrinnreencne 2,373 22,355
Pension and severance Costs..................... 1,722 16,219
Other ..o 2,322 21,871
Sub-total.... .. 10,555 99,428
Less valuation allowance............cccocovveunenes (2,373) (22,355)
Total deferred tax assets..........ccoevrrvrevennn 8,182 77,073
Deferred tax liabilities ........cocoeovrevrenieninnnn. (31) (292)
Net deferred tax assetS.........ovvveririeveriiniienas ¥ 8,151 $76,781

Reconciliation between the normal effective statutory tax rate for the year ended
March 31, 2000 and the actual effective tax rate reflected in the accompanying
consolidated statement of income is as follows:

Year ended March 31, 2000

Normal effective Statutory tax rate ...........cocoveneerenreneninns 35.0%
Tax benefits not recognized on
operating losses of subsidiaries...............cocooevniiiniinninas 4.0
Expenses not deductible for income tax purpose............... 25
TaX Credit......cooveiciiicciccce s (2.4)
Higher income tax rates
applicable to income in subsidiaries.............ccccoocoveviunnenae 0.9
Other — NEL ... 1.9
Actual effective tax rate.........coeoverenieeeese e 41.9%

The actual effective tax rate reflected in the accompanying consolidated statement
of income for the year ended March 31, 1999 differed from the normal statutory
tax rate, primarily due to the effect of permanently non-deductible expenses and
temporary differences in the recognition of the assets and liability items for tax
and financial reporting purposes.

7. Leases

The Companies lease certain automobiles and office equipment. Total lease
payments under the above leases for the years ended March 31, 2000 and 1999
were ¥435 million ($4,098 thousand) and ¥336 million, respectively.

Pro forma information of leased property such as acquisition cost,
accumulated depreciation, obligation under finance leases, depreciation expense,
interest expense of finance leases that do not transfer ownership of the leased
property to the lessee on a “as if capitalized” basis for the year ended March 31,
2000 and 1999 were as follows:

Millions of Yen

General
As of March 31, 2000 facilities Other Total
ACQUISItION COSt........cvvveveerecrriinne ¥1,483 ¥637 ¥2,120
Accumulated depreciation............. (1,090) (269) (1,359)
Net leased property ............c...... ¥ 393 ¥368 ¥ 761

Thousands of U.S. Dollars

General
As of March 31, 2000 facilities Other Total
ACQUISItION COSE......cvvreerereirieiiene $13,971 $5,998  $19,969
Accumulated depreciation............. (10,271) (2,530) (12,801)
Net leased property ...........c....... $ 3,700 $3,468 $ 7,168
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Millions of Yen

General
As of March 31, 1999 facilities Other Total
ACQUISItION COSt........cvvvereerircreienine ¥1,465 ¥164 ¥1,629
Accumulated depreciation............. (795) (63) (858)
Net leased property ............c..... ¥ 670 ¥101 ¥ 771

Obligations under finance leases as of March 31, 2000 and 1999:
Thousands of

Millions of Yen U.S. Dollars

2000 1999 2000
Due within one year.........c..ccoouenean. ¥463 ¥336 $4,366
Due after one year.........ccccooevvveneen 298 435 2,803
TOtal oo ¥761 ¥771 $7,169

The imputed interest expense portion is immaterial and therefore not excluded
from the above obligations under finance leases.

Depreciation expense, which is not reflected in the accompanying
consolidated statements of income, computed by the straight-line method over the
remaining lease term was ¥435 million ($4,098 thousand) and ¥336 million for the
years ended March 31, 2000 and 1999, respectively.

The Companies are also lessor of certain automobiles and office equipment.
Total lease income from the above leases for the years ended March 31, 2000 and
1999 were ¥67 million ($636 thousand) and ¥163 million, respectively.

At March 31, 2000 and 1999, leased property consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2000 1999 2000
Other equipment:
AcCqUISItion COSt ........ovvverrrernnens ¥251 ¥500 $2,369
Accumulated depreciation........ (167) (324) (1,577)
Net leased property............. ¥ 84 ¥176 $ 792

At March 31, 2000 and 1999, total lease payments to be received from the above
leases were as follows:

Thousands of

Millions of Yen U.S. Dollars

2000 1999 2000

Due within one year ...........ccoucvveeneenn. ¥ 54 ¥132 $ 511
Due after one Year ........c.cooverererneens 101 206 954
¥155 ¥338 $1,465

8. Contingent liability

Under the debt assumption agreements, the Company was contingently liable for
the redemption of bonds transferred to banks in the amount of ¥2,000 million
($18,841 thousand) as of March 31, 2000.

9. Shareholders’ equity

The Code requires at least 50% of the issue price of new shares, with a minimum
of the par value, to be designated as stated capital as determined by resolution of
the Board of Directors. Proceeds in excess of amounts designated as stated capital
are credited to additional paid-in capital.

The Code also requires companies to appropriate from retained earnings to a
legal reserve an amount equal to at least 10% of all cash payments which are
made as an appropriation of retained earnings until such reserve equals 25% of
stated capital. This reserve amount which is included in retained earnings, totals
¥821 million ($7,735 thousand) and ¥738 million as of March 31, 2000 and 1999,
respectively, and is not available for dividends but may be used to reduce a deficit
by resolution of the shareholders.

The Company may transfer portions of additional paid-in capital and legal
reserve to stated capital by resolution of the Board of Directors. The Company
may also transfer portions of unappropriated retained earnings, which are
available for dividends, to stated capital by resolution of shareholders.

Under the Code, the Company may issue new common shares to existing
shareholders without consideration as a stock split pursuant to resolution of the
Board of Directors. The Company may make such a stock split to the extent the
aggregate par value of the shares outstanding after the stock split does not exceed
the stated capital. However, the amount calculated by dividing the total amount of
shareholders’ equity by the number of outstanding shares after the stock split shall
not be less than ¥500.

On May 25, 1999, the Company made a stock split by way of a free share
distribution at the rate of 0.02 shares for each outstanding share and 297,508
shares were issued to shareholders of record on March 31, 1999. The aggregate
par value of the shares issued was transferred from additional paid-in capital to
stated capital.

The Company may repurchase outstanding shares to cancel them by
resolution of the Board of Directors subject to, among other thing; the maximum
number of shares is within 10% of the outstanding shares. In a repurchase of
shares for cancellation, the aggregate purchase price of the shares may not exceed
the distributable retained earnings.

Under the amended Article of Incorporation of the Company, the Company
may repurchase its outstanding shares up to 1,500,000 shares to cancel them by
resolution of the Board of Directors.

Dividends are approved by the shareholders at a meeting held subsequent to
the fiscal year to which the dividends are applicable. Semi-annual interim
dividends may also be paid upon resolution of the Board of Directors, subject to
certain limitations imposed by the Code.

Under the Code, the amount available for dividends is based on retained
earnings as recorded on the Company’s books. At March 31, 2000, retained
earnings recorded on the Company’s books was ¥47,888 million ($451,134
thousand) which is available for future dividends subject to the approval of the
shareholders and legal reserve requirements.

10. Segment information

Information about operations in different industry segments of the Companies for the years ended March 31, 2000 and 1999 is as follows:

Millions of Yen

Thousands of U.S. Dollars

2000 Electric  Construction  Other Elimination Consolidated Electric Construction Other Elimination  Consolidated
Sales to customers ¥131,571 ¥ 4,642 ¥ 5,607 ¥141,820 $1,239,482 $ 43,731 $ 52,823 $1,336,036
Intersegment sales 20,146 21,527 ¥(41,673) 189,782 202,798 $(392,580)

Total operating revenues....... 131,571 24,788 27,134 (41,673) 141,820 1,239,482 233,513 255,621 (392,580) 1,336,036
Operating exXpenses.........c.c....... 111,700 23,113 26,450 (40,965) 120,298 1,052,287 217,739 249,175 (385,915) 1,133,286
Operating iNnCOME............cc.eevne ¥ 19,871 ¥ 1675 ¥ 684 ¥ (708)¥ 21,522 $ 187,195 $ 15774 $ 6,446 $ (6,665 % 202,750
Total aSSetS...covevvvveriiiivieirieirinas ¥368,500 ¥12,871 ¥31,075 ¥(19,697)¥392,749 $3,471,504 $121,253 $292,749 $(185,560) $3,699,946
Depreciation and amortization... 23,872 77 1,627 (889) 24,687 224,891 730 15,323 (8,376) 232,568
Capital investments.................... 54,600 29 6,130 (1,934) 58,825 514,370 277 57,752 (18,228) 554,171
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Millions of Yen

1999 Electric Other Elimination Consolidated
SAIES 10 CUSIOMETS......ovoieiciieie b ¥134,471 ¥ 1,848 ¥136,319
INEEISEYMENT SAIES......c.eviiceie bbbt 16,072 ¥(16,072)

TOtal OPEIALING FEVENMUES.......covirieeeriitcieieisesebeie ettt 134,471 17,920 (16,072) 136,319
OPEIALING EXPENSES ....cvvviriateieesieie ettt b ettt b bt bbb bbb bbbt bbbt st bbb 114,677 16,958 (15,951) 115,684
OPEIALING INCOME ...ttt bbbt bbb ¥ 19794 ¥ 962 ¥ (121) ¥ 20,635
TOTAL ASSBLS ...ttt bbb bbb ¥338,280  ¥12,310 ¥ (6,009) ¥344,581
Depreciation and amOItiZAtION ... ettt 25,275 320 (307) 25,288
CaAPIAl INVESIMENTS ...ttt 37,836 455 (361) 37,930

Notes: 1. “Other” industry segment consisted of sales and maintenance services of electric appliances and others. Under the guidance of the regulatory authority, the
Company is only allowed to invest in industry segments that are related to the electric segment.
2. The Companies do not have foreign operations.
3. No sales to foreign customers were made during the years ended March 31, 2000 and 1999.

11. Subsequent event N Thousands of
The following appropriations of retained earnings at March 31, 2000 were Millions of Yen  U.S. Dollars
approved at the shareholders’ meeting held on June 29, 2000: Year-end cash dividends
¥25 (24€¢) per share .......ccocvvevvnieeninenns ¥379 $3,573
Bonuses to directors and
corporate auditors .........c.cocoevreeeerninieeenens 72 676

L_Independent AUCITOIS RepPOIt

Tohmatsu & Co.

Shoei Building,

15-8, Kumoji 2-chome,
Naha 900-0015, Japan

iy Deloitte
el: +81-98-866-1459

Fax: +81 -98-865~§691 TOUChe
www.tohmatsu.co.jp Toh matsu

Independent Auditors’ Report

To the Board of Directors and Shareholders of
The Okinawa Electric Power Company, Incorporated:

We have examined the consolidated balance sheets of The Okinawa Electric Power Company, Incorporated and consolidated
subsidiaries as of March 31, 2000 and 1999, and the related consolidated statements of income, shareholders’ equity, and cash
flows for the years then ended, all expressed in Japanese yen. Our examinations were made in accordance with auditing standards,
procedures and practices generally accepted and applied in Japan and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements referred to above present fairly the financial position of The Okinawa
Electric Power Company, Incorporated and consolidated subsidiaries as of March 31, 2000 and 1999, and the results of their
operations and their cash flows for the years then ended in conformity with accounting principles and practices generally accepted
in Japan applied on a consistent basis.

As described in Notes 2 (a) and 2 (g), effective April 1, 1999, the consolidated financial statements have been prepared in
accordance with new accounting standards for consolidated financial statements and interperiod allocation of income taxes.

Our examinations also comprehended the translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion,
such translation has been made in conformity with the basis stated in Note 1. Such U.S. dollar amounts are presented solely for the
convenience of readers outside Japan.

Deolotte Touche Tahmatin

June 29, 2000
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L__Non-Consolidated Balance Sheets .

Thousands of

The Okinawa Electric Power Company, Incorporated Millions of Yen U.S. Dollars (Note 1)
March 31, 2000 and 1999 2000 1999 2000
Assets
Property, plant and equipment (Note 3):
Utility plants and eQUIPMENT ......ccoveviiiiiiiee e ¥590,314 ¥572,193 $5,561,129
Construction in progress (NOte 10)....c.ccevrvrrerireiseereeernessesesesesess s reneeees 71,817 39,993 676,561
662,131 612,186 6,237,690
Less:
Contributions in aid of CONSITUCLION .....c.ccciviriiieicer e, (21,679) (21,356) (204,230)
Accumulated depreCiation ..........ccceereeniiene e (300,626) (279,779) (2,832,085)
(322,305) (301,135) (3,036,315)
Net LY PIANTS ..o 339,826 311,051 3,201,375
Investments and other assets:
INvestment SECUTtIES (NOLE 4) .....c.ciiriieiieirinrr e 2,680 1,420 25,245
Investments in and advances to subsidiaries and affiliates ..........cccccoevvveieinrinnnn, 7,643 4,099 72,005
Allowance for doubtful ACCOUNLS ........coceeriieiricens e (3,000) (78) (28,262)
Deferred tax assets (NOLE B) ......cevrierrrieieirieeiene et 3,833 36,109
OFNBE BSSELS ...vvcviiiicieiet e ettt ettt bbb re e 809 984 7,626
Total investments and Other @SSELS .......cccovieeierinnccieie e 11,965 6,425 112,723
Current assets:
Cash and cash equivalents (NOte 2 (d)) ...cooevvrirrnerre e, 8,546 12,043 80,505
ShOrt-term INVESIMENT .......covieieece et 1,168 2,134 11,003
ACCOUNTS TECEIVADIE ...t 3,345 3,881 31,514
Allowance for doubtful ACCOUNLS ...t (94) (76) (883)
Fuel and supplies INVENLOTIES .......ccccvvviiiieiiie et 3,718 2,782 35,027
Deferred tax assets (NOLE B8) ......covvverererinriininisisisesiss e ess s 707 6,659
OtNEr CUITENT GSSELS ...vvuvveieeceeeeereeeisieistee sttt e enenes 51 40 477
TOtal CUMTENE ASSELS ...vvveerierieieieieieieisiri sttt e 17,441 20,804 164,302
TOMAL oottt ettt et ¥369,232 ¥338,280 $3,478,400

Liabilities and shareholders’ equity
Long-term liabilities:

Long-term debt, less current maturities (Notes 5 and 8) .......cccoovvvrvvvrvnnininnns ¥230,518 ¥212,906 $2,171,628
Liabilities for severance payments (Note 2 (f)) ..ooovevrriinncincineescss 10,343 7,858 97,436
Other long-term labilitieS .........ceeviurirriirr s 646 1,100 6,087

Total long-term Habilities .........ccccoviririec e 241,507 221,864 2,275,151

Current liabilities:

Current maturities of long-term debt (NOte 5) ......ccovveirniirnerncee e, 24,388 23,499 229,746
COMMETCIAl PAPET ..ottt 5,000 47,103
Accounts payable (NOtE 10)......cccvimeiiiinriieieiniees s 22,751 18,529 214,325
Income tax payable (NOE B) .......ccoeerruiriinirrrrre e 1,503 2,388 14,164
Accrued expenses (NOE 10) ..o 9,026 9,978 85,035
Other current HabIltIES ..o e 1,620 2,364 15,259

Total current HabIlItIeS .........ccovevrrererereeee e 64,288 57,258 605,632

Commitment and contingent liabilities (Notes 7 and 8)

Shareholders’ equity (Notes 9 and 11):
Common stock, ¥500 par value;
Authorized — 30,000,000 shares

Issued and outstanding — 15,172,921 shares (2000) and 14,875,413 shares (1999) .... 7,586 7,438 71,469
Additional paid-in CaPItAl .........ccccevviiiiiiiiiiie s 7,142 7,290 67,279
=0 =T Y PP 821 738 7,735
REAINET CAIMINGS ...vviveviiiieerirece bbb 47,888 43,692 451,134

Total Shareholders’ QUILY .......cocvriieiririertcen s 63,437 59,158 597,617

TOTAL et bbb ¥369,232 ¥338,280 $3,478,400

See notes to non-consolidated financial statements.
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L__Non-Consolidated StatementS of INCOME

Thousands of

The Okinawa Electric Power Company, Incorporated Millions of Yen U.S. Dollars (Note 1)
Years ended March 31, 2000 and 1999 2000 1999 2000
(O] 0= =1 1 [0 I =AY g U1 ¥131,571 ¥134,471 $1,239,482

Operating expenses (Notes 7 and 10):

FUBL bbb 17,983 18,989 169,412
PUICNASEA POWET ....vvieiiiiteisises ettt 13,346 14,381 125,730
DEPIECIALION ...evieieeieiet et ettt ettt 23,862 25,275 224,790
Repair and MAINTENANCE .......cccvriiririrri e eaaes 17,252 16,920 162,525
Taxes other than INCOME tAXES ......ccccvivrvieeiiiierss e 6,013 6,172 56,649
OENBE e 33,244 32,940 313,181
Total Operating EXPENSES .......vvvveveeererererereisisisesesess s sesere s ssssssnens 111,700 114,677 1,052,287
OPEratiNg INCOIME .....cooiiiiieeeei ettt 19,871 19,794 187,195

Other expenses:

Interest expense (NOtES 3 @NA 5) ...ccuviuvrrrrirrecee et 9,427 10,435 88,803
Provision for prior liabilities for severance payments (Note 2 (f)) ...coovevvivrnnnnn 2,947 27,762
Provision for doubtful @CCOUNES ...........cvcveeiiiiiccce e 2,922 27,530
OhEE —— NBL et b ettt et e b s 439 689 4,132
NEt OtNEr EXPENSES .vvveveeeieeiririririse st ese s 15,735 11,124 148,227
INcomMeE DEFOre INCOME TAXES .....ccvoviiiiiecieecee et 4,136 8,670 38,968

Income taxes (Note 6):

CUITENT oottt sttt ettt teebeebe e beebesbesbe st e sae st e st ensereereereanas 3,574 3,826 33,668
D12 {1 (o ST (2,163) (20,374)
TOMAL ottt 1,411 3,826 13,294

NV T 01070 41T ¥ 2725 ¥ 4844 $ 25,674
Yen U.S. Dollars

Per share of common stock (Note 2 (i)):
NEE INCOME ...ttt ettt s bbb st ae b s ¥179.61 ¥325.61 $1.69
Cash dividends applicable t0 the YEar.........ccveeeeeerereerrensesrissenssssssesssesessssssseseees ¥ 50.00 ¥ 50.00 $0.47

See notes to non-consolidated financial statements.
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Millions of Yen

Shares Additional
The Okinawa Electric Power Company, Incorporated outstanding Common paid-in Legal Retained
Years ended March 31, 2000 and 1999 (Thousands) stock capital reserve earnings
Balance, April 1, 1998 ..ot 14,875 ¥7,438 ¥7,290 ¥656 ¥39,748
NEL INCOME .. 4,844
Appropriations;
Cash diVIdeNdS.........ocovvininiieceets e (744)
Transfer to legal reServe ..., 82 (82)
Bonuses to directors and corporate auditors .................. (74)
Balance, March 31, 1999 .........ccccooviiiiniininnieesees e 14,875 7,438 7,290 738 43,692
CommON StOCK SPIIt .....vveeireiece e 298 148 (148)
Adjustment of retained earnings for the adoption of
deferred tax accounting method (Note 2 (9)) ..cocoevvveeennne. 2,377
NEE INCOME....cviieticicecce e b 2,725
Appropriations:
Cash diVIdeNdS.........cocovvririiccee e (751)
Transfer to legal reServe ... 83 (83)
Bonuses to directors and corporate auditors................... (72)
Balance, March 31, 2000 ..o 15,173 ¥7,586 ¥7,142 ¥821 ¥47,888
Thousands of U.S. Dollars (Note 1)
Additional
Common paid-in Legal Retained
stock capital reserve earnings
Balance, March 31, 1999 ... $70,068 $68,680 $6,954 $411,605
Common StOCK SPHL ... 1,401 (1,401)
Adjustment of retained earnings for the adoption of
deferred tax accounting method (Note 2 (9)) ..ocovovrvrverenns 22,392
NEL INCOME......oiiiiie e 25,674
Appropriations:
Cash diVIdENdS........ccovvviveririicccerce e (7,078)
Transfer t0 legal reSErVe ... 781 (781)
Bonuses to directors and corporate auditors................... (678)
Balance, March 31, 2000 .........ccccoovennnininniennnees s $71,469 $67,279 $7,735 $451,134

See notes to non-consolidated financial statements.
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L__Non-Consolidated Statements.of CasnFlows

Thousands of
The Okinawa Electric Power Company, Incorporated Millions of Yen U.S. Dollars (Note 1)
Years ended March 31, 2000 and 1999 2000 1999 2000

Operating activities:

INCOME DEfOre INCOME AXES . ...vviveerercierieceie e ¥ 4,136 ¥ 8,670 $ 38,968
Adjustments for:
INCOME tAXES PAI.......eierieeieieieieieieie bbb (4,712) (3,642) (44,390)
Depreciation and amortization .............ccceeeernurinnnsne s 23,872 25,328 224,891
Provision for doubtful aCCOUNES.........ccccevviiviiiiciece e 2,941 58 27,701
Provision for (reversal of) severance payment reServe .........ooovvennieeninennn, 2,485 (107) 23,404
Loss on disposal of property, plant and equipment ...........cccocevvvverereevcnnnnnnnns 785 709 7,394
Loss on redemption Of BONS ..o s 243
Changes in operating assets and liabilities:
Increase in accounts reCeiVabIE. .........cccurirrrrnie e (105) (687) (986)
(Increase) decrease iN INVENTOMIES. .......c.cooveerineienieee e, (645) 997 (6,072)
Decrease in other long-term liabilities ..........cooeireninniire e (454) (4,276)
Increase in payables and accrued EXPENSES.........vvvvrvvrervrererrreerenrnensneseresesenens 577 7,660 5,434
Decrease in interest PaYabIe........ccccviiiiicc e (68) (174) (637)
OthEBE — NMEL oottt 2,173 1,450 20,469
Total JUSEMENES ....cvvviieeicceieiceie s 26,849 31,835 252,932
Net cash provided by operating aCtiVities..........coovevneenneennceeneen, 30,985 40,505 291,900

Investing activities:

Purchase of ULIlity PIANTS ......ccccceiiic s (54,205) (37,565) (510,646)
Proceeds from sale of utility Plants ... 433
Purchase oOf INVEStMENt SECUIIES .......ovoveieeieirieieiei s (1,285) (60) (12,105)
Increase in investments in and advances to subsidiaries and affiliates ................... (2,907) (3,110) (27,387)
Purchase of Short-term iNVESIMENT ..o (1,988) (2,854) (18,728)
Proceeds from maturity of short-term investment ..o ieeeicrcrcsnennnnnnns 2,954 1,941 27,832
OLhEI — NMEL .o 62 578
Net cash used in INVESEING ACHIVILIES ......ccccovvvirvieire e (57,369) (41,215) (540,456)

Financing activities:

Proceeds from iSSUANCE Of DONAS .......cccoveveieiiiiccecce e 8,000 75,365
Payment for redemption of BONAS ... (1,243)
Proceeds from 1ong-term debt ... s 34,000 26,020 320,301
Repayments of long-term debt ... (23,499) (22,453) (221,372)
Proceeds from short-term bank 10ans ... 4,864 45,826
Repayments of short-term bank 10ans ... (4,722) (44,488)
Proceeds from issuance of commercial PAPEr .......ccccovevrernienerens 15,000 141,309
Repayments on maturity of commercial PaPer ......c.cccccovvvvrvins i (10,000) (94,206)
Cash diVIdeNnds PAIH ........cccocvrmrininerrr e (756) (744) (7,128)
Net cash provided by financing actiVities ...........cccoeoeeeininnnnnnceenns 22,887 1,580 215,607
Net (decrease) increase in cash and cash equivalents ............ccccovviciinnenn, (3,497) 870 (32,949)
Cash and cash equivalents, beginning of year ..o 12,043 11,173 113,454
Cash and cash equivalents, end Of Year ... ¥ 8,546 ¥12,043 $ 80,505

See notes to non-consolidated financial statements.
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L__Notes to Non-Consolidated Financial Statements,

The Okinawa Electric Power Company, Incorporated
Years ended March 31, 2000 and 1999

1. Basis of presenting non-consolidated financial

statements
The accompanying non-consolidated financial statements have been prepared
from the accounts maintained by The Okinawa Electric Power Company,
Incorporated (the “Company”) in accordance with the provisions set forth in the
Japanese Commercial Code (the “Code”), the Securities and Exchange Law, the
Electric Utility Law and related accounting regulations, and in conformity with
accounting principles and practices generally accepted in Japan, which are
different in certain respects as to application and disclosure requirements of
International Accounting Standards. The non-consolidated financial statements are
not intended to present the financial position, results of operations and cash flows
in accordance with accounting principles and practices generally accepted in
countries and jurisdictions other than Japan.

In preparing these non-consolidated financial statements, certain
reclassifications and rearrangements have been made to the Company'’s financial
statements issued domestically in order to present them in a form, which is more
familiar to readers outside Japan. The non-consolidated statements of cash flows
are not required as parts of the basic financial statements in Japan, but are
presented herein as additional information. Effective April 1, 1999, the Company
adopted the new accounting standards for cash flows, which differed from those
applied up to the year ended March 31, 1999; accordingly, the non-consolidated
statement of cash flows for the year ended March 31, 1999 was restated to be in
conformity with the new standards.

The non-consolidated financial statements are stated in Japanese yen, the
currency of the country in which the Company is incorporated and operates. The
translations of Japanese yen amounts into U.S. dollar amounts are included solely
for the convenience of readers outside Japan and have been made at the rate of
¥106.15 to $1, the approximate rate of exchange at March 31, 2000. Such
translations should not be construed as representations that the Japanese yen
amounts could be converted into U.S. dollars at that or any other rate.

2. Summary of significant accounting policies

(a) Non-consolidation

The non-consolidated financial statements do not include the accounts of
subsidiaries. Investments in subsidiaries and affiliates are stated at cost.

(b) Utility plants

Utility plants are stated at the cost of construction, which includes interest costs
incurred on borrowed funds during the construction period. Contributions in aid
of construction are deducted from the cost of the related assets. Such accounting
treatments are required by the regulations described in Note 1. Depreciation of
utility plants is provided on the declining-balance method over the estimated
useful lives of the assets.

(c) Investment securities

Investment securities are stated at cost determined by the moving-average method.

Investment securities are written down to an appropriate value if the investments
have been permanently impaired.

(d) Cash and cash equivalents

Cash equivalents are short-term investments that are readily convertible into cash
and that are exposed to insignificant risk of changes in value.

Cash equivalents include time deposits, certificate of deposits, commercial
paper and mutual funds investing in bonds that represent short-term investments,
all of which mature or become due within three months of the date of acquisition.

The balance of cash and cash equivalents in 1999 was changed from ¥14,177
million to ¥12,043 million to conform with the presentation in 2000.

(e) Fuel and supplies inventories

Fuel and supplies inventories are stated at cost, based principally on the average
method.

(f) Severance payments and pension plan

The Company has an unfunded retirement plan for all employees. The annual
provisions for the employees’ severance payments are calculated to state the
present value of the amount that would be required if all employees voluntarily
terminated their services with the Company at each balance sheet date.

24

In the fiscal year ended March 31, 2000, the Company amended the rate of
present value for calculating the annual provisions for employees’ severance
payments from 40% to 55% which is based on the average remaining service
period of employees and the discount rate considering the recent condition of
lower interest rates. The effect of this change was to decrease income before
income taxes for the year ended March 31, 2000 by ¥2,947 million ($27,762
thousand).

The Company also has a non-contributory funded defined benefit pension
plan covering most of its employees. The amounts contributed to the fund, except
for prior service costs are charged to income when paid. Prior service costs are
accrued when incurred.

Total provisions for liabilities for severance payments and pension costs
charged to income were ¥4,899 million ($46,153 thousand) and ¥3,295 million for
the years ended March 31, 2000 and 1999, respectively.

(9) Income taxes

Prior to April 1, 1999, income taxes were provided at the amount currently
payable. Deferred income taxes arising from temporary differences in recognizing
certain assets and liabilities between financial and tax reporting purposes were not
provided.

Effective April 1, 1999, the Company adopted the new accounting standard for
interperiod allocation of income taxes based on the asset and liability method.
The cumulative effect of the application of interperiod tax allocation in prior years
in the amount of ¥2,377 million ($22,392 thousand) is included as an adjustment
to retained earnings as of April 1, 1999. Such cumulative effect is calculated by
applying the income tax rate stipulated by enacted laws as of April 1, 1999.

Deferred tax assets and liabilities are recorded to reflect the impact of
temporary differences between assets and liabilities recognized for financial
reporting purposes and such amounts recognized for tax purposes. These deferred
taxes are measured by applying currently enacted tax laws to the temporary
differences.

(h) Stock and bond issue costs and bond discount charges

Stock and bond issue costs and bond discount charges are charged to income
when incurred.

(i) Net income per share

Net income per share is computed based upon the weighted average number of
shares of common stock outstanding during each year, retroactively adjusted for
stock splits. The average number of common shares used in the computation was
15,172,921 shares for 2000 and 14,875,413 shares for 1999.

(j) Leases

All leases are accounted for as operating leases. Under the Japanese accounting
standards for leases, finance leases that deem to transfer ownership of the leased
property to the lessee are to be capitalized, while other finance leases are
permitted to be accounted for as operating lease transactions if certain “as if
capitalized” information is disclosed in the notes to the lessee’s financial
statements.

3. Utility plants
The major classes of utility plants are as follows:

Millions of Yen
Contributions
Original inaid of  Accumulated  Carrying
At March 31, 2000 cost construction  depreciation value

Thermal power
generating facilities .... ¥264,148 ¥(17,122) ¥(159,758) ¥ 87,268

Transmission facilities... 102,073 (2,182)  (43,463) 56,428
Transformation facilities... 78,102 (332) (38,874) 38,896
Distribution facilities ... 118,522  (2,020)  (49,439) 67,063
General facilities ........... 27,469 (23) (9,092) 18,354
Construction in progress... 71,817 — — 71,817

Total .o ¥662,131 ¥(21,679) ¥(300,626) ¥339,826




Thousands of U.S. Dollars

Contributions
in aid of  Accumulated
construction depreciation

Original
At March 31, 2000 cost

Carrying
value

Thermal power
generating facilities......$2,488,441 $(161,297) $(1,505,016) $ 822,128

Transmission facilities.... 961,593  (20,557)  (409,447) 531,589
Transformation facilities... 735,769 (3,126)  (366,222) 366,421
Distribution facilities ..... 1,116,552 (19,030)  (465,748) 631,774
General facilities ........... 258,774 (220) (85,652) 172,902
Construction in progress... 676,561 — — 676,561

Total ..o $6,237,690 $(204,230) $(2,832,085) $3,201,375

Millions of Yen
Contributions
Original inaid of  Accumulated  Carrying

At March 31, 1999 cost construction  depreciation value
Thermal power

generating facilities ..... ¥262,748 ¥(17,121) ¥(148,548) ¥ 97,079
Transmission facilities.... 95,874 (2,046) (39,544) 54,284
Transformation facilities ... 75,582 (303) (36,296) 38,983
Distribution facilities ..... 113,882 (1,873) (46,884) 65,125
General facilities ........... 24,107 (13) (8,507) 15,587
Construction in progress.... 39,993 39,993

0] ;| ¥612,186 ¥(21,356) ¥(279,779) ¥311,051

Interest costs capitalized for the years ended March 31, 2000 and 1999 were ¥229
million ($2,161 thousand) and ¥73 million, respectively.

At March 31, 2000, bond and long-term debt with the Okinawa Development
Finance Public Corporation were collateralized by all of the Company’s available
assets.

Maturity of long-term debt outstanding at March 31, 2000 were as follows:

Thousands of

Year ending March 31, Millions of Yen  U.S. Dollars
2001 .o ¥ 24,388 $ 229,746
26,300 247,764

29,828 281,001

27,870 262,556

28,223 265,877

2006 and thereafter ........cccoevvevvvenvieeriiirinnns 118,297 1,114,430
TOMAl e ¥ 254,906 $2,401,374

6. Income taxes

The Company is subject to national corporate tax and local inhabitant taxes based
on income with aggregate, normal effective statutory tax rates of approximately
35% and 41% for the years ended March 31, 2000 and 1999, respectively. The tax
effects of significant temporary differences which resulted in deferred tax assets at
March 31, 2000 are as follows:

Thousands of

March 31, 2000 Millions of Yen  U.S. Dollars

Deferred tax assets:
$ 9,240
13,641
8,486
11,401
$42,768

4. Investment securities

The excess of market value over the carrying amount of quoted securities was
¥733 million ($6,909 thousand) and ¥158 million at March 31, 2000 and 1999,
respectively.

5. Long-term debt
Long-term debt at March 31, 2000 and 1999 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2000 1999 2000
1.91% secured bond, due 2009 .............. ¥ 8,000¥% — $ 75,365
Secured loans from Okinawa
Development Finance Public
Corporation, 1.10% to 6.30% in 2000
and 1.10% to 6.30% in 1999, due
serially through 2014 ........ccccooveevnenee. 235,074 230,850 2,214,544
Unsecured loans from banks,
1.65% to 7.50% in 2000 and 2.50%
to 7.50% in 1999, due serially
through 2014.........ccooiviiiicee 11,832 5555 111,465
TOtal s 254,906 236,405 2,401,374
Less current maturity ..........c.cooeeveerneenns (24,388) (23,499) (229,746)

Long-term debt, less current maturity ....¥230,518 ¥ 212,906 $2,171,628

The actual effective tax rate reflected in the accompanying non-consolidated
statement of income for the year ended March 31, 1999 differed from the normal
statutory tax rate, primarily due to such items as permanently non-deductible
expenses and non-recognition of tax effects of temporary differences between tax
and financial reporting.

7. Leases

The Company leases certain automobiles and office equipment. Total lease
payments under above leases for the years ended March 31, 2000 and 1999 were
¥445 million ($4,193 thousand) and ¥384 million, respectively.

Pro forma information of leased property such as acquisition cost,
accumulated depreciation, obligation under finance leases, depreciation expense,
interest expense of finance leases that do not transfer ownership of the leased
property to the lessee on a “as if capitalized” basis for the years ended March 31,
2000 and 1999 were as follows:

Millions of Yen
General
As of March 31, 2000 facilities Other Total
ACqUISItIoN COSt .....coevveverrereiriieienees ¥1,974 ¥185 ¥2,159
Accumulated depreciation (1,221) (113) (1,334)
Net leased property ................ ¥ 753 ¥ 72 ¥ 825
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Thousands of U.S. Dollars

General
As of March 31, 2000 facilities Other Total
ACQUISItION COSt ..o $18,593  $1,747  $20,340
Accumulated depreciation .............. (11,504)  (1,065) (12,569)
Net leased property $ 708 $ 682 $ 7,771
Millions of Yen
General
As of March 31, 1999 facilities Other Total
ACqQUISItION COSt ..o ¥1,603 ¥217 ¥1,820
Accumulated depreciation (892) (108) (1,000)
Net leased property ................ ¥ 711 ¥109 ¥ 820

Obligations under finance leases as of March 31, 2000 and 1999:
Thousands of

Millions of Yen U.S. Dollars
2000 1999 2000
Due within one year .......cccoevernerns ¥443 ¥375 $4,177
Due after one year. e 382 445 3,594
TOtAl oo ¥825 ¥820 $7,771

Under the Code, the Company may issue new common shares to existing
shareholders without consideration as a stock split pursuant to resolution of the
Board of Directors. The Company may make such a stock split to the extent the
aggregate par value of the shares outstanding after the stock split does not exceed
the stated capital. However, the amount calculated by dividing the total amount of
shareholders’ equity by the number of outstanding shares after the stock split
cannot be less than ¥500.

On May 25, 1999, the Company made a stock split by way of a free share
distribution at the rate of 0.02 shares for each outstanding share and 297,508
shares were issued to shareholders of record on March 31, 1999. The aggregate
par value of the shares issued was transferred from additional paid-in capital to
stated capital.

The Company may repurchase outstanding shares to cancel them by
resolution of the Board of Directors subject to, among other thing; the maximum
number of shares is within 10% of the outstanding shares. In a repurchase of
shares for cancellation, the aggregate purchase price of the shares may not exceed
the distributable retained earnings.

Under the amended Article of Incorporation of the Company, the Company
may repurchase its outstanding shares up to 1,500,000 shares to cancel them by
resolution of the Board of Directors.

Dividends are approved by the shareholders at a meeting held subsequent to
the fiscal year to which the dividends are applicable. Semi-annual interim
dividends may also be paid upon resolution of the Board of Directors, subject to
certain limitations imposed by the Code.

The imputed interest expense portion is immaterial and therefore not excluded
from the above obligations under finance leases.

Depreciation expense, which is not reflected in the accompanying non-
consolidated statements of income, computed by the straight-line method over the
remaining lease term was ¥445 million ($4,193 thousand) and ¥384 million for the
years ended March 31, 2000 and 1999, respectively.

10. Related party transactions
The following is a summary of transactions and balances with subsidiaries and
affiliates for the years ended March 31, 2000 and 1999:

Thousands of

8. Contingent liabilities
At March 31, 2000, the Company was contingently liable as a guarantor for loans
of a subsidiary in the amount of ¥3,424 million ($32,256 thousand).

Under the debt assumption agreements, the Company was contingently liable
for the redemption of bonds transferred to banks in the amount of ¥2,000 million
($18,841 thousand) as of March 31, 2000.

9. Shareholders’ equity

The Code requires at least 50% of the issue price of new shares, with a minimum

of the par value to be designated as stated capital as determined by resolution of

the Board of Directors. Proceeds in excess of amounts designated as stated capital
are credited to additional paid-in capital.

The Code also requires companies to appropriate from retained earnings to a
legal reserve an amount equal to at least 10% of all cash payments which are
made as an appropriation of retained earnings until such reserve equals to 25% of
stated capital. This reserve is not available for dividends but may be used to
reduce a deficit by resolution of the shareholders.

The Company may transfer portions of additional paid-in capital and legal
reserve to stated capital by resolution of the Board of Directors. The Company
may also transfer portions of unappropriated retained earnings, which are
available for dividends, to stated capital by resolution of the shareholders.
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Millions of Yen U.S. Dollars
2000 1999 2000
Transactions:
Construction cost and facilities .......... ¥17,000 ¥17,672 $160,151
Repair and other operating expenses... 20,288 14,986 191,124
Balance of accounts:
Accounts payable ¥ 4143 ¥ 3717 $ 39,027
Accrued expenses 3,813 4,319 35,918

11. Subsequent event
The following appropriations of retained earnings at March 31, 2000 were
approved at the shareholders’ meeting held on June 29, 2000:

Thousands of

Millions of Yen  U.S. Dollars
Year-end cash dividends,
¥25 (248) Per Share .......ocoevevneereeeneerninninnns ¥379 $3,573
Bonuses to directors and
corporate auditors .........coooevenienenneninns 72 676
Transfer to legal reserve........ococovenienininee, 46 433
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15-8, Kumoji 2-chome,

Naha 900-0015, Japan D M
eloitt

Tel: +81-98-866-1459 t e
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Independent Auditors’ Report

To the Board of Directors and Shareholders of
The Okinawa Electric Power Company, Incorporated:

We have examined the non-consolidated balance sheets of The Okinawa Electric Power Company, Incorporated as of March 31,
2000 and 1999, and the related non-consolidated statements of income, shareholders’ equity, and cash flows for the years then
ended, all expressed in Japanese yen. Our examinations were made in accordance with auditing standards, procedures and
practices generally accepted and applied in Japan and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

In our opinion, the non-consolidated financial statements referred to above present fairly the financial position of The Okinawa
Electric Power Company, Incorporated as of March 31, 2000 and 1999, and the results of its operations and its cash flows for the
years then ended in conformity with accounting principles and practices generally accepted in Japan applied on a consistent basis.

As described in Note 2 (g), effective April 1, 1999, the non-consolidated financial statements have been prepared in accordance
with new accounting standards for interperiod allocation of income taxes.

Our examinations also comprehended the translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion,
such translation has been made in conformity with the basis stated in Note 1. Such U.S. dollar amounts are presented solely for the
convenience of readers outside Japan.

Debsitle Joriche ] oy matsee

June 29, 2000
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28

—e Planning Dept.
—e General Administration Dept.

—e Accounting Dept.

® Chairman

® President

e Executive Vice President
e Managing Directors

® Directors

—® Purchasing & Stores Dept.

—® Business Development Dept.

— Naha Branch

—e Urasoe Branch

—e Gushikawa Branch

—e Sales Dept.

—e Distribution Dept.

—e Thermal Power Dept.
—e Engineering Dept.
—e Information Systems Dept.

—e Research & Development Dept.

—e Tokyo Branch Office

e Auditors

—— o Auditors Office

—® Plant Siting & Environment Dept.

—e Nago Branch

—e Miyako Branch

—e Yaeyama Branch

(As of August 15, 2000)



Corporate Data

Head Office

2-1, Makiminato 5-chome, Urasoe, Okinawa 901-2602, Japan
Tel: 098-877-2341

Fax: 098-877-6017

Tokyo Branch

No.45 Kowa Bldg. 6F, 15-9, Minami-Aoyama 1-chome,
Minato-ku, Tokyo 107-0062, Japan

Tel: 03-3796-7768

Established

May 15, 1972

Capital

¥7,586 million

Total Assets

¥369,232 million

Number of Customers

731,507 (Includes users of both lighting and power)

Number of Employees
1,552
(As of March 31, 2000)

Power Generation Facilities

Investor Information

Transfer Agent and Registrar
The Mitsubishi Trust & Banking Corporation
4.5, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100-1005, Japan

Securities Traded
Tokyo Stock Exchange, Fukuoka Stock Exchange

Common Stock Issued
15,172,921 shares

Number of Shareholders
8,533

Stock Price Range on the Tokyo Stock Exchange

5,000

4,000

3,000

2,000

1,000

Apr. May June July Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar.

1999 2000

Type of Number of Generating
Station Facilities Capacity [kW]
Steam 3 1,027,000
Gas Turbine 2 266,000
Internal Combustion 14 152,060
Total 19 1,445,060

Independent Certified Public Accountants
Tohmatsu & Co. (Deloitte Touche Tohmatsu for international work)

Consolidated Subsidiaries

(As of March 31, 2000)

Name Capital Main Business Lines Equity Ownership

Okidenko Co., Ltd. ¥130 million | Construction 48.0%
Okiden Kigyo Co., Ltd. ¥43 million | Peripheral operations related to electric power business 91.9%
Okinawa Plant Kogyo Co., Inc. ¥32 million | Peripheral operations related to electric power business 100.0%
Okinawa Denki Kogyo Co., Ltd. ¥23 million | Peripheral operations related to electric power business 99.4%
Okiden Kaihatsu Co., Inc. ¥50 million | Real estate 100.0%
Okiden Joho Service Co., Inc. ¥20 million Information and telecommunications 100.0%
Okiden Sekkei Co., Ltd. ¥40 million | Construction 100.0%
Astel Okinawa Corp. ¥1,000 million | Information and telecommunications 69.7%
Okinawa New Energy ¥49 million | Construction 51.0%
Development Co., Inc.

Okinawa Telecommunication ¥700 million | Information and telecommunications 47.1%
Network Co., Inc.
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