Financial Section

Consolidated Financial Review

The number of consolidated subsidiaries increased from 10 to 11 in the term under review.

Business Performance

During the term under review, total operating revenues
rose 1.4% year-on-year (¥1,977 million), to ¥143,797
million (US$1,160,592 thousand), while total operating
expenses increased 5.2% (¥6,264 million) to ¥126,562
million (US$1,021,486 thousand). This was due to
increased personnel expenses resulting from changes in
accounting standards following the introduction of
retirement benefit accounting, as well as a rise in fuel
costs for electric power generation stemming from an
increased price for crude oil. Operating income was
down 19.9% (¥4,287 million) from the previous term, at
¥17,235 million (US$139,106 thousand). Net other
expenses came to ¥10,217 million (US$82,461 thousand),

while income before income taxes and minority interests
declined 7.7% (¥588 million) year-on-year, to ¥7,018
million (US$56,645 thousand).

As a result of the foregoing, the Group posted a year-
on-year decline in net income of 17.0% (¥726 million) to
¥3,537 million (US$28,544 thousand). Earnings per share
on a consolidated basis came to ¥233.08 (US$1.88), while
the dividend per share was ¥60.00 (US$0.48).

In a breakdown of operating results by business
segment, operating revenues from the sale of electric
power rose 1.8% (¥2,374 million) to ¥133,945 million
(US$1,081,073 thousand) as a result of a higher volume of
electricity sold as well as the fuel cost-linked rate

Electric Power Sales
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adjustment system. Operating expenses recorded a year-on-
year rise of 6.3% (¥7,012 million) to ¥118,712 million
(US$958,123 thousand) mainly due to increased personnel
expenses stemming from the adoption of retirement
benefit accounting, as well as a rise in fuel costs due to
higher crude oil prices. However, repair and maintenance
costs declined due to efforts to reduce expenses and
improve management efficiency. As a result, operating
income saw a decline of 23.3% (¥4,638 million) from the
previous term, to ¥15,233 million (US$122,950 thousand).

A new consolidated subsidiary began contributing to
the group’s revenues from the construction business
beginning with the term under review. Owing to the non-
repetition of the large-scale construction work recorded in
the previous term, operating revenues declined 13.4%
(¥3,318 million) year-on-year, to ¥21,470 million
(US$173,292 thousand). Operating expenses fell 11.5%
(¥2,660 million) to ¥20,453 million (US$165,079 thousand),
while operating income was down 39.3% (¥658 million), at
¥1,017 million (US$8,213 thousand).

In revenues from other operations, operating revenues
recorded growth of 2.8% (¥751 million) to ¥27,885 million
(US$225,056 thousand) thanks to increased revenues from
rentals of dedicated telecommunication lines. As a result of
efforts to reduce costs, operating expenses in this segment
inched up by a mere 0.4% (¥112 million) to ¥26,562
million (US$214,382 thousand), and thus operating income
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Consolidated Shareholders’ Equity Ratio

recorded a strong increase of 93.4% (¥639 million) to
¥1,323 million (US$10,674 thousand).

Financial Position

Term-end total assets were up 4.8% (¥18,707 million) over
the previous term end, at ¥411,456 million (US$3,320,874
thousand).

The value of property, plant and equipment rose 6.1%
(¥21,286 million) year-on-year, to ¥371,887 million
(US$3,001,509 thousand). This was mainly due to
increased investment in construction of the Kin Thermal
Power Station, which got fully underway during the term,
as well as the addition of one more company to the list of
consolidated subsidiaries.

Investments and other assets grew 21.3% (¥2,550
million) during the term, to ¥14,522 million (US$117,206
thousand). This increase reflects three factors: the
expansion of the investment account concerning non-
consolidated subsidiaries and affiliated companies from ¥60
million in the previous term to ¥476 million (US$3,839
thousand); an increase of ¥1,543 million, or 21.2%, in
recognized deferred tax assets, to ¥8,818 million
(US$71,168 thousand); and an increase in other assets of
52.4% (¥889 million) from the previous term’s ¥1,697
million, to ¥2,586 million (US$20,877 thousand).

Current assets declined 17% (¥5,129 million) to
¥25,047 million (US$202,159 thousand), due to a fall of
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30.1% (¥4,228 million) in cash and cash equivalents to
¥9,808 million (US$79,161 thousand) as well as a 16.5%
(¥1,021 million) decline in inventories to ¥5,163 million
(US$41,670 thousand).

Current liabilities as of the term-end were down 7.1%
(¥5,206 million) year-on-year, at ¥68,067 million
(US$549,368 thousand), mainly due to the issuance of
commercial paper in the previous term. Long-term
liabilities rose 8.1% (¥20,831 million) compared with the
previous term-end, to stand at ¥276,727 million
(US$2,233,475 thousand).

Shareholders’ equity at term-end was up 4.3% (¥2,694
million), at ¥65,650 million (US$529,861 thousand),
principally as a result of a 5.6% (¥2,694 million) increase
in retained earnings, giving a figure of ¥50,922 million
(US$410,991 thousand).

Cash Flows
The Company’s outlay on investments in large-scale
construction projects has been at a high level over the
past few years, but spending on these projects had
already peaked out by the end of the previous term. This
resulted in a decline in net cash used in investment
activities during the term under review.

Cash and cash equivalents declined 31.4% (¥4,405
million) during the term, to ¥9,808 million (US$79,161
thousand). The decrease in cash and cash equivalents was
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78.8% larger than the figure for the previous term. This
was the mixed result of a decline of ¥12,243 million in
cash flow from operating and financing activities (due to
a decrease in notes and accounts payable and proceeds
from long-term debt), as well as a decrease of ¥11,822
million in purchase of utility plants (cash flow from
investment activities). Net cash provided by operating
activities decreased by 10.3% (¥3,345 million) to ¥29,092
million (US$234,798 thousand) due to a decline in notes
and accounts payable by the parent company and
subsidiaries, as well as a loss on disposal of property,
plant and equipment.

Net cash used in investing activities recorded a decline
of 17.4% (¥10,301 million) to ¥48,770 million (¥393,624
thousand). This was the result of a fall in outlays for the
acquisition of property, plant and equipment in line with
the abovementioned peak-out of major construction
projects. As a result, the free cash flow (defined as total
of cash flows from operating and investing activities)
came to a net outflow of ¥19,678 million, a ¥6,956
million improvement over the previous term.

Net cash provided by financing activities was down
36.8% (¥8,898 million) from the previous term, at
¥15,273 million (US$123,269 thousand) due to a decline
in proceeds from long-term debt and commercial paper
issuance, which more than offset a ¥17 billion corporate
bond issuance.
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Consolidated Balance Sheets

Thousands of

The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries Millions of Yen U.S. Dollars (Note 1)
March 31, 2001 and 2000 2001 2000 2001
Assets
Property, plant and equipment:
Utility plants (NOEE 3) .ovvvvvrieririiiririieirinieteiseseesisst s ¥598,275 ¥572,383 $4,828,693
Other plant and eqUIPMENT ..ot 29,795 28,797 240,479
CONSLIUCLION 1N PIOGIESS ..uvvvviveiieirerieeteteretetst st ss s s s s bbbt s s s e enenens 85,801 71,017 692,500
713,871 672,197 5,761,672
Less:
Contributions in aid of CONSITUCION ..........cocviiiirricece e, (21,687) (21,679) (175,038)
Accumulated depreCiation ... s (320,297) (299,917) (2,585,125)
(341,984) (321,596) (2,760,163)
Net property, plant and eqUIPMENT .......ccccovveieeiiieieceee e 371,887 350,601 3,001,509
Investments and other assets:
Investment SECUTtIES (NOLE 4) ..o 2,760 2,952 22,276
Investments in and advances to non-consolidated subsidiaries and affiliates ........ 476 60 3,839
Allowance for doubtful aCCOUNLS ..o (118) (12) (954)
Deferred tax assets (NOLE 8) .....ovovvvrieriniiininisri s 8,818 7,275 71,168
(O] 1 g T= G TSI £ 2,586 1,697 20,877
Total investments and Other ASSELS .........cccvvieerieiieiecie s 14,522 11,972 117,206
Current assets:
Cash and cash equivalents (NOte 2 (d)) ....cooovverrreivrererceeees s 9,808 14,036 79,161
ShOrt-tErM INVESIMENT ....voviceeeceeece ettt s be s b s 1,960 1,253 15,819
Notes and accounts reCEIVADIE .........ccevveeieiiiice e 6,299 7,151 50,839
Allowance for doubtful ACCOUNIS...........cceuevriieiriecrse e (134) (105) (1,082)
INVENTOTIES .ovviviicteictece ettt ettt ese b se b se st sesbese st eresbene e 5,163 6,184 41,670
Deferred tax assets (NOLE 8) .....ccocivcrieieininisnise s 1,230 876 9,928
OLhEr CUITENT ASSELS ...viviviiiiirerere ittt bbbt be e s b et b e s bt bere e 721 781 5,824
TOLAl CUITENE ASSELS ....viveiveeeieiicrie sttt sttt s sbe e bbb s b s 25,047 30,176 202,159
0] R ¥411,456 ¥392,749 $3,320,874

Liabilities and shareholders’ equity
Long-term liabilities:

Long-term debt, less current maturities (Notes 5 and 9) ......ccovvvvvieevvcinsssnennns ¥259,638 ¥242,738 $2,095,545
Liabilities for employee retirement benefits (Notes 2 (f) and 7) ...cccooevvevrvicinnnns 16,486 11,901 133,058
Other long-term HabilitIeS .......cvvevirriirrerr e 603 1,257 4,872
Total long-term Habilities ........cccocvvirrniiee s 276,727 255,896 2,233,475
Current liabilities:
Current maturities of long-term debt (NOte 5) ...vcvvvvvvvierresrvr s 27,301 25,265 220,349
Commercial Paper (NOE B) .....cvvieruririreiriricirriies e 5,000
Short-term bank 10ans (NOE 6) ....c.oveureerreirrrrrree s 2,340 800 18,881
Notes and accounts Payable ... 26,223 29,947 211,650
Income taxes payable (NOLE 8) .......ccocieirinin e 2,896 2,588 23,376
ACCTUEH BXPENSES ..vvevirevirereteteritessistssssssssease s sesesesesssess s et s s s s s s sesesesesesesesesasanns 7,376 7,350 59,528
Other current HabilItIES .......cocvriiic e 1,931 2,323 15,584
Total current HaDIlItIES .....ccvcvevieieccecece s 68,067 73,273 549,368
MINOTILY INTEIESTES ....vcviiieeire s 1,012 624 8,170

Commitment and contingent liabilities (Notes 9 and 10)

Shareholders’ equity (Notes 2 (k), 11 and 13):
Common stock, ¥500 par value;
Authorized — 30,000,000 shares

Issued and outstanding — 15,172,921 shares in 2001 and 2000 .........cccccocvvrrrerirernne. 7,586 7,586 61,230
Additional paid-in CaPItAl ......c.cccovvrrririe e 7,142 7,142 57,640
REtAINEd BAIMINGS ....o.iveeereieieieieirietsrrr et ettt 50,922 48,228 410,991

Total shareholders’ EQUILY ......cccerrrriieecceees s 65,650 62,956 529,861

TOUAL ot bbb ettt beae e ¥411,456 ¥392,749 $3,320,874

See notes to consolidated financial statements.
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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, 2001 and 2000 2001 2000 2001

Operating revenues:

BIBCHIIC vt ¥133,945 ¥131,571 $1,081,073
ONEE e 9,852 10,249 79,519
Total OPErating rEVENUES ..ottt 143,797 141,820 1,160,592

Operating expenses (Notes 7 and 9):

BIBCIIIC 1ottt 117,033 108,891 944,578
OUNBE o bbb 9,529 11,407 76,908
Total Operating EXPENSES ......cvvvveverererererereeeisesesesesess s sesese s sessssssssnens 126,562 120,298 1,021,486
OPErating INCOIME ..ottt enees 17,235 21,522 139,106

Other expenses:

Interest expense (Notes 2 (D), 3 aNd 5) ....ccvriieiiiic e 9,746 9,720 78,657
Provision for prior liabilities for severance payments (Note 2 (f)) ...coovvvvvrnnnnn 3,417
OLhEI — NMEL oo bbb 471 779 3,804
NEt OtNEE EXPENSES ...ttt 10,217 13,916 82,461
Income before income taxes and MiNOrity INtErests ........cccoovvvveivievnneeesninns 7,018 7,606 56,645

Income taxes (Note 8):

CUITEINT L.ttt bbbttt 4,957 4,799 40,006
DEFEITEA ottt (1,863) (1,616) (15,034)
TOMAL oottt bbbttt 3,094 3,183 24,972
Income before MIiNOKity INTEIESTS ..o 3,924 4,423 31,673
Minority interests iN NEt INCOME ...t 387 160 3,129
NELINCOMIE .o ¥ 3,537 ¥ 4,263 $ 28544
Yen U.S. Dollars

Per share of common stock (Note 2 (i)):
N [=] o0 TR ¥233.08 ¥280.95 $1.88
Cash dividends applicable t0 the Year..........ccooviirieincr s ¥ 60.00 ¥ 50.00 $0.48

See notes to consolidated financial statements.
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Consolidated Statements of Shareholders’ Equity

Millions of Yen

Shares Additional
The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries outstanding Common paid-in Retained
Years ended March 31, 2001 and 2000 (Thousands) stock capital earnings
Balance, APril 1, 1999 ...t 14,875 ¥7,438 ¥7,290 ¥42,066
CommON SLOCK SPIIL ....vvviiviviieeee e 298 148 (148)
Adjustment of retained earnings for the adoption of
deferred tax accounting method (Note 2 (@) ..coovereevvreevnririnnines 2,583
Adjustment of retained earnings for newly
consolidated subsidiary (NOte 2 (2)).....cevrvrrrerrrrririniririeeeeieeieeeiins 80
Changes in ownership due to issuance of common stock of subsidiaries ... 85
NEL INCOME .....cviiieici bbb 4,263
Appropriations:
Cash diVIAENS..........coriiiiiieiire e (751)
Bonuses to directors and corporate auditors ...........ccocveenerenirnin, (98)
Balance, March 31, 2000..........ccccuiieniiinnieienine s, 15,173 7,586 7,142 48,228
Adjustment of retained earnings for newly
consolidated subsidiaries (NOte 2 (2)) ...ceverrerrrrrrvrirererereererseeeeenens 17
NELINCOME ..ot 3,537
Appropriations:
Cash dIVIAENAS ......ccevvriririiecreecc s (759)
Bonuses to directors and corporate auditors ..........cccccoeereeinrninen. (101)
Balance, March 31, 2001 .........ccccoovveniiinnieieerss e 15,173 ¥7,586 ¥7,142 ¥50,922
Thousands of U.S. Dollars (Note 1)
Additional
Common paid-in Retained
stock capital earnings
Balance, March 31, 2000 ... isssss st $61,230 $57,640 $389,250
Adjustment of retained earnings for newly consolidated subsidiary (Note 2 (a)) ........ 140
NEL INCOME ..ot bbbttt 28,544
Appropriations:
CaSh dIVIAENGS ......vueeieeiieeic b (6,123)
Bonuses to directors and corporate auditors ...........ccovvvrvrererereeenesnsnsn s (820)
Balance, March 31, 2001 ...t e $61,230 $57,640 $410,991

See notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

Thousands of
The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries Millions of Yen U.S. Dollars (Note 1)

Years ended March 31, 2001 and 2000 2001 2000 2001

Operating activities:

Income before income taxes and MiNOrity INTEIESES ........cccverrrrirrnnererireeeienas ¥ 7,018 ¥ 7,606 $ 56,645
Adjustments for:
INCOME TAXES PAIT......eveviviriieeiriceeirt et (4,683) (5,787) (37,799)
Depreciation and amortization...........cc.ocveeeennnnnnnnrnse s 24,176 24,687 195,125
Provision for employee retirement benefits .......cccccccvvvvrvsi e 3,938 3,058 31,787
Loss on disposal of property, plant and equipment ............ccocovevvevvrecccceenennns 692 1,998 5,586
Changes in operating assets and liabilities:
Decrease (increase) in notes and accounts receivable ...........c.ccooovvnincne, 1,038 (643) 8,376
Decrease (inCrease) in iNVENTOMES ..o 1,253 (1,188) 10,113
Decrease in other long-term liabilities .........ccooevreninnieree e (454)
(Decrease) increase in payables and accrued eXpenses.........coovvvrveceeerenrnenns (1,846) 1,116 (14,902)
Decrease in interest PaYabIe.........ccccciviiiiicc i (26) (67) (211)
ONEE — NBL . (2,468) 2,111 (19,922)
TOtAl A0JUSEMENTS ...ttt 22,074 24,831 178,153
Net cash provided by operating activities............cooeoevveenneenncenneen, 29,092 32,437 234,798

Investing activities:

Purchase of property, plant and eqUIPMENL .........cccccevvvvviii s (46,999) (58,821) (379,331)
Proceeds from sale of property, plant and equipment ...........c.coccoeevnnnnnnne 660 5,325
Purchase of INVEStMENT SECUMLIES .....cvveeereiiiririeiririsr s (223) (1,395) (1,803)

Increase in investments in advances to
unconsolidated subsidiaries and affiliates ...........cccoovevvrriieinncinnce, (186) (1,498)
Purchase of short-term inVEStMENL .........cccvvrieininsrr s (2,160) (2,043) (17,433)
Proceeds from maturity of short-term investment ............cccocoevvvevvicvcveccenennns 1,453 3,094 11,727
OLhEI — NMEL 1ottt (1,315) 94 (10,611)
Net cash used in iNVEStING ACHIVILIES .........c.cooeueururinirinirrrrrr e (48,770) (59,071) (393,624)

Financing activities:

Proceeds from issuance of DONAS ... 17,000 8,000 137,207
Proceeds from long-term debt ... 27,760 38,307 224,052
Repayments of long-term debt ... (25,016) (24,638) (201,902)
Proceeds from short-term bank 10ans ... 4,499 4,100 36,315
Repayments of short-term bank 10ans ... (2,960) (5,677) (23,890)
Proceeds from issuance of commercial PAPer ......c.cccocovvvvrreiirerereeceeenenenns 5,000 15,000 40,355
Repayments on maturity of commercial Paper .........ccocvvvvveviererereeeeeeeneens (10,000) (10,000) (80,710)
Cash dividends PaId .........cccocimierinieri s (758) (751) (6,123)
OLhEI — NMEL 1ottt (252) (170) (2,035)
Net cash provided by financing actiVities ...........ccceeerrrnnnnnninncceenns 15,273 24,171 123,269
Net decrease in cash and cash equivalents..............cccooviniinicinccces (4,405) (2,463) (35,557)
Cash and cash equivalents of newly
consolidated subsidiaries, beginning of year ..o 177 2,636 1,433
Cash and cash equivalents, beginning of year..........cccccccovevvvviie e 14,036 13,863 113,285
Cash and cash equivalents, end Of Year ... ¥ 9,808 ¥14,036 $ 79,161

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries
Years ended March 31, 2001 and 2000

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 their related accounting regulations. The
Okinawa Electric Power Company, Incorporated (the “Company”) and its
consolidated subsidiaries (together the “Companies”) 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, 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, 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 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
¥123.90 to $1, the approximate rate of exchange at March 31, 2001. 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 in 2000 consolidated financial
statements to conform to the presentations and classifications used in 2001.

2. Summary of significant accounting policies

(a) Consolidation

The consolidated financial statements for the year ended March 31, 2001 include
the accounts of the Company and its eleven significant (ten for the year ended
March 31, 2000) subsidiaries. All significant intercompany balances and
transactions have been eliminated in consolidation. All material unrealized profit
included in assets resulting from transactions within the Companies is eliminated.

Effective April 1, 1999, the Companies 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.

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 Statement of Shareholders’ Equity for the year
ended March 31, 2000.

The excess of the cost of an acquisition over the fair value of the net assets of
the acquired subsidiary/affiliate company at the date of acquisition is being
amortized over five years by the straight-line method, or written off if the amount
is ¥100 million or less.

Consolidation of remaining subsidiaries and the application of the equity
method to the remaining affiliates would have not have a material effect on the
accompanying consolidated financial statements. Investments in such
unconsolidated subsidiaries and affiliates are stated at cost.

(b) Property, plant and equipment

Property, plant and equipment are stated at cost. Prior to April 1, 2000, the cost of
property plant and equipment includes certain interest costs on the borrowed
funds incurred during the construction period of the related assets. Effective April
1, 2000, interest costs have been expensed as incurred in accordance with a recent
revision to the accounting regulations for electric utility companies. As a result of
this accounting change, income before income taxes and minority interests for the
year ended March 31, 2001 was approximately ¥500 million ($4,036 thousand) less
than it would have been using the prior method of accounting.

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

Prior to April 1, 2000, investment securities are stated at cost determined by the
moving-average method. Investment securities are written down to appropriate
value if the investments have been significantly impaired in value of a permanent
nature.

Effective April 1, 2000, the Companies adopted a new accounting standard for
financial instruments, including investment securities. Under this standard, all
applicable securities are to be classified and accounted for, depending upon
management’s intent, as follows: i) trading securities, which are held for the
purpose of earning capital gains in near term, are reported at fair value, and the
related unrealized gains and losses are included in earnings, ii) held-to-maturity
debt securities, which are expected to be held to maturity with the positive intent
and ability to hold to maturity are reported at amortized cost, and iii) available-for-
sale securities, which are not classified as either of the aforementioned securities,
are reported at fair value, with unrealized gains and losses, net of applicable taxes,
reported in a separate component of shareholders’ equity. The Companies
classified their securities as available-for-sale securities. As of March 31, 2001, all
available-for-sale securities were stated at cost, pursuant to a transitional rule
allowing the new valuation method for available-for-sale securities to be applicable
for the fiscal year beginning from April 1, 2001.

(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 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.

(e) Inventories

Inventories are stated 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.
Additionally, the Company and most of the consolidated subsidiaries have non-
contributory funded defined benefit pension plans covering substantially all of
their employees.

Under the employees’ retirement plans for the Company and most of the
consolidated subsidiaries, prior to April 1, 2000, 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. For the funded pension
plan, the amounts contributed to the funds, except for prior service costs were
charged to income when paid. Prior service costs were accrued when incurred.

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, for the Company, 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, included as
other expense in the Consolidated Statements of Income, was to decrease income
before income taxes and minority interests for the year ended March 31, 2000 by
¥3,417 million.

Effective April 1, 2000, the Companies adopted a new accounting standard for
employees’ retirement benefits and accounted for the liability for employees’
retirement benefits based on the projected benefit obligations and plan assets of
the pension fund at the balance sheet date. The full amount of the transitional
obligation of ¥4,648 million ($37,511 thousand), determined as of the beginning of
year, was charged to income as operating expenses in the year ended March 31,
2001.

As a result, the net effect of the adoption of the new standard on the statement
of income was to increase operating expenses by ¥4,024 million ($32,484
thousand) and to decrease income before income taxes and minority interests by
¥4,024 million ($32,484 thousand) including a cumulative effect of ¥4,648 million
($37,511 thousand) for the year ended March 31, 2001.



(9) Income taxes

Effective April 1, 1999, the Companies 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 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/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 paid or 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.

(j) Lease

Leases that transfer ownership of the leased property to the lessee are accounted
for as finance leases. All other leases are accounted for as operating leases. Under
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.

(k) Appropriation of retained earnings

Appropriation of retained earnings at each year end is reflected in the financial
statements for the following year upon shareholders’ approval.

3. Utility plants
Utility plants, at cost, as of March 31, 2001 and 2000, consisted of the following:

Thousands of
Millions of Yen U.S. Dollars

2001 2000 2001

Thermal power generating facilities...... ¥264,352 ¥261,567 $2,133,595

Transmission facilities.........ccccovvvevvinrnne 115,124 97,781 929,169
Transformation facilities ..........ccccccveeeee 77,252 75,570 623,502
Distribution facilities.........ccccovveevrnrnee. 117,068 113,557 944,855
General facilities 24,479 23,908 197,572

TOtal oo ¥508,275 ¥572,383 $4,828,693

Interest costs capitalized for the year ended March 31, 2000 was ¥229 million. (See
note 2 (b)).

4. Investment securities
The carrying amounts and aggregate fair values of investment securities at March
31, 2001 were as follows:

Millions of Yen
Unrealized  Unrealized Fair
At March 31, 2001 Cost Gains Losses Value
Securities classified as:
Available-for-sale:
Equity securities ....... ¥1,626 ¥277 ¥244 ¥1,659
Debt securities 322 3 325
Total .ooceveviciee ¥1,948 ¥280 ¥244 ¥1,984

Thousands of U.S. Dollars

Unrealized  Unrealized Fair
At March 31, 2001 Cost Gains Losses Value
Securities classified as:
Available-for-sale:
Equity securities....... $13,129  $2,235 $1,977 $13,387
Debt securities............. 2,599 29 2,628
Total .ooeeerieeieinns $15,728  $2,264 $1,977 $16,015

Available-for-sale securities whose fair value is not readily determinable as of
March 31, 2001 were as follows:

Carrying Amount

Thousands of

Millions of Yen  U.S. Dollars
Available-for-sale:
EQUItY SECUIIES ....vvvvecvvieciiecieseee s ¥812 $6,548
TOtAl v ¥812 $6,548

The excess of market value over the carrying amount of quoted securities was
¥722 million at March 31, 2000.

5. Long-term debt
Long-term debt at March 31, 2001 and 2000 consisted of the following:

Thousands of
U.S. Dollars

2001

Millions of Yen
2001 2000

Secured bond, 0.7% to 1.91% in 2001

and 1.91% in 2000, due serially

through 2010 .......ccovvvrvvrieerieriernene ¥ 25,000 ¥ 8000 $ 201,776
Secured loans from Okinawa

Development Finance Public

Corporation, 1.10% to 6.30%

in 2001 and 2000, due

serially through 2024............ccoovrvvninnc. 241,279 238,863 1,947,369
Unsecured loans from banks, 0.42%

to 3.40% in 2001 and 0.68% to 7.50%

in 2000, due serially through 2016...... 19,265 19,501 155,492
Secured debt with a leasing company,

Semi-annual payment of ¥144 million

($1,161 thousand) with interest,

maturity in 2005 and 2008 1,395 1,639 11,257

TOtal e 286,939 268,003 2,315,894

Less current Maturity ........coeveereereereeen. (27,301) (25,265  (220,349)
Long-term debt,

less current Maturity..........coocveevreveevnnn, ¥250,638 ¥242,738 $2,095,545

All of the Company’s assets are subject to certain statutory preferential rights
established to secure bonds, loans received from the Okinawa Development
Finance Public Corporation and bonds transferred to banks under debt
assumption agreements (see Note 10). Certain assets of the consolidated
subsidiaries, amounting to ¥10,531 million ($84,996 thousand), are pledged as
collateral for a portion of the long-term debt.
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Maturities of long-term debt outstanding at March 31, 2001 were as follows:
Thousands of

Year ending March 31, Millions of Yen  U.S. Dollars
2002 ... ¥ 27,301 $ 220,349
2003 ..o 31,221 251,984
2004 ..o 32,716 264,053
2005 ..o 32,130 259,323
2006 ..o 28,077 226,613
2007 and thereafter .......ccccovvvevvveieiiiieenns 135,494 1,093,572

TOMAl oo ¥286,939 $2,315,894

6. Short-term Bank loans and commercial paper
Short-term bank loans were represented by 32-63 and 88-182 days unsecured
notes, bearing weighted average interest rates at 0.58% and 0.73% at March 31,
2001 and 2000, respectively. At March 31, 2000, the weighted average interest
rates applicable to commercial paper was 0.07%.

7. Employee retirement benefits
The Company and most of the consolidated subsidiaries have defined benefit
pension plan covering substantially all of their employees. Employees who retire
from the Company and its certain consolidated subsidiaries are, under most
circumstances, entitled to retirement and pension benefits determined by
reference to basic rates of pay at the time of termination, length of service, and
conditions under which the termination occurs. If the termination is involuntary,
caused by retirement at the mandatory retirement age or caused by death, the
employee is entitled to greater payment than in the case of voluntary termination.

Effective April 1, 2000, the Companies adopted a new accounting standards for
employees’ retirement benefits.

The liability for employees’ retirements benefit at March 31, 2001 consisted of
the following:

Thousands of

Millions of Yen  U.S. Dollars

Projected benefit obligation............cccccovenenne ¥25,630 $206,863
Fair value of pension assets ..........ccccvevenee (8,082) (65,236)
Unrecognized actuarial 10SS .........c.c.ccocrvrennen. (1,062) (8,569)
Net liability for retirement benefits........... ¥16,486 $133,058

The components of net periodic benefit costs for the year ended March 31, 2001
were as follows:

Thousands of

Millions of Yen  U.S. Dollars
SEIVICE COSE...vcvvviveriicictere et ¥1,287 $10,387
INEEIESt COSt....ovevivirieeirieeee e 689 5,560
Expected return on plan assets ..........ccocvewee (303) (2,442)
Amortization of transitional obligation........... 4,648 37,511
Net periodic benefit CoStS.........cccovvrrinnne ¥6,321 $51,016

Assumptions for actuarial computations for the year ended March 31, 2001 are set
forth as follows:

Discount rate

Expected rate of return on plan assets..........c.cevevvennes 4.0 %
Recognition period of actuarial gain/lIoss............ccvveene. primarily 5 years
Amortization period of transitional obligation................ 1 year

Total charge to income under the plans was ¥5,363 million for the years ended
March 31, 2000.
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8. Income taxes
The Companies are subject to several taxes based on income. For the years ended
March 31, 2001 and 2000, the aggregate normal statutory tax rates approximated
35%.

The tax effects of significant temporary differences and loss carryforwards,
which resulted in deferred tax assets and liabilities at March 31, 2001 and 2000,
were as follows:

Thousands of

Millions of Yen U.S. Dollars

2001 2000 2001

Deferred tax assets:

Unrealized profit.......... ¥ 4296 ¥ 4,138 $ 34,672
Tax loss carry forward 2,122 2,373 17,127
Pension and severance costs ............. 3,525 1,722 28,452
2,664 2,322 21,504
12,607 10,555 101,755
(2,122) (2,3713)  (17,127)
10,485 8,182 84,628
(437) (31) (3,532)
Net deferred tax assets.... ¥10,048 ¥ 8,151 $ 81,096

Reconciliations between the normal effective statutory tax rate for the years ended
March 31, 2001 and 2000 and the actual effective tax rate reflected in the
accompanying consolidated statements of income are as follows:

2001 2000
Normal effective statutory tax rate ..........c.cooo.e.. 35.0% 35.0%
Land valuation gain on prior years............... 6.2
Tax benefits not recognized on operating
losses of subsidiaries...........ccoocveveniininiinns 4.0
Expenses not deductible for income
taX PUIPOSE ..o 24 25
TaX CrEAIt ... (2.4
Higher income tax rates applicable to
SUDSIAIAITES ... 0.9
Other — Net ... 0.5 19
Actual effective tax rate ........ccooevvevinininnnes 44.1% 41.9%

9. Lease

The Companies lease certain automobiles and office equipment. Total lease
payments under the above leases for the years ended March 31, 2001 and 2000
were ¥475 million ($3,835 thousand) and ¥435 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,
2001 and 2000 were as follows:

Millions of Yen
General
As of March 31, 2001 facilities Other Total
Acquisition cost................ ¥783 ¥745 ¥1,528
Accumulated depreciation............. (681) (398) (1,079)
Net leased property ................... ¥102 ¥347 ¥ 449




Thousands of U.S. Dollars

General
As of March 31, 2001 facilities Other Total
ACQUISItION COSt......covvvreveririrerraen, $ 6,317 $6,015  $12,332
Accumulated depreciation............. (5,499) (3,214) (8,713)
Net leased property .................. $ 818 $2,801 $ 3,619
Millions of Yen
General
As of March 31, 2000 facilities Other Total
ACQUISItION COSt........ovevevrerecieiinene ¥1,483 ¥637 ¥2,120
Accumulated depreciation............. (1,090) (269) (1,359)
Net leased property ...........c...... ¥ 303 ¥368 ¥ 761

Obligations under finance leases as of March 31, 2001 and 2000:
Thousands of

Millions of Yen U.S. Dollars

2001 2000 2001
Due within one year...........ccc.ceveene. ¥222 ¥463 $1,791
Due after one year.... 226 298 1,828
TOtAl oo ¥448 ¥761 $3,619

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 ¥475 million ($3,835 thousand) and ¥435 million for the
year ended March 31, 2001 and 2000, respectively.

The Companies are also lessor of certain automobiles and office equipment.
Total lease income from the above leases for the year ended March 31, 2001 and
2000 was ¥59 million ($477 thousand) and ¥67 million, respectively.

At March 31, 2001 and 2000, summaries of the above leased property were as
follows:

Thousands of

Millions of Yen U.S. Dollars
2001 2000 2001
Other equipment;
AcqUuisition COSt .........ccevevrevnnnn. ¥198 ¥251 $1,603
Accumulated depreciation........ (123) (167) (996)
Net leased property............. ¥ 75 ¥ 84 $ 607

At March 31, 2001 and 2000, the total lease payments to be received from the
above leases were as follows:

Thousands of

Millions of Yen U.S. Dollars

2001 2000 2001

Due within ONe Year ... ¥ 54 ¥ 54 $ 436
Due after one Year .........covveerervinienes 83 101 669
¥137 ¥155 $1,105

10. 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
($16,142 thousand) as of March 31, 2001.

11. 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
¥904 million ($7,304 thousand) and ¥821 million as of March 31, 2001 and 2000,
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
should 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 share for each outstanding share and 297,508 shares
were issued to shareholders of recorded on Mach 31, 1999. The aggregate par
value of the share issued was transferred from additional paid-in capital to stated
capital.

The Company may repurchase outstanding shares to cancel them with the
resolution at the Board of Directors subject to, among the things; 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, 2001, retained
earnings recorded on the Company’s books was ¥49,580 million ($400,159
thousand) which is available for future dividends subject to the approval of the
shareholders and legal reserve requirements.
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12. Segment information

Information about operations in different industry segments of the Companies for the years ended March 31, 2001 and 2000 is as follows:
Thousands of U.S. Dollars

Millions of Yen

2001 Electric  Construction ~ Other Elimination Consolidated Electric Construction Other Elimination  Consolidated
Sales to CUStOMErS.........ccvvevevenes ¥133,945 ¥ 3,722 ¥ 6,130 ¥143,797 $1,081,073 $ 30,046 $ 49,473 $1,160,592
Intersegment sales ...........ccco..... 17,748 21,755 ¥(39,503) 143,246 175,583 $(318,829)

Total operating revenues....... 133,945 21,470 27,885 (39,503) 143,797 1,081,073 173,292 225,056 (318,829) 1,160,592
Operating exXpenses.........c........ 118,712 20,453 26,562 (39,165) 126,562 958,123 165,079 214,382 (316,098) 1,021,486
Operating iNCOME ........ccocvereenn. ¥ 15233 ¥ 1,017 ¥ 1323 ¥ (338)¥ 17,235 $ 122950 $ 8,213 $ 10,674 $ (2,731)$ 139,106
Total aSSEtS...covevvvviriiiriiriiiiirirnas ¥386,914 ¥13,133 ¥33,217 ¥(21,808)¥411,456 $3,122,792 $106,002 $268,096 $(176,016) $3,320,874
Depreciation and amortization... 23,051 88 1,994 (957) 24,176 186,045 707 16,095 (7,722) 195,125
Capital investments................... 45,681 112 3,025 (1,599) 47,219 368,691 904 24,418 (12,9100 381,103

Millions of Yen
2000 Electric  Construction Other Elimination Consolidated
SAIES 1O CUSLOMEBIS ...ttt sttt sttt st e st s e st e st et e et e sa bt s be st e st st e st et e be st e st esesbe st esessestesteresreses ¥131,571 ¥ 4,642 ¥ 5,607 ¥141,820
INEEISEYMENT SAIES ......cvviiiecieie ettt 20,146 21,527 ¥(41,673)

Total OPErating FEVENUES ......c.cvvveveeriiieieiriieteisis ettt 131,571 24,788 27,134 (41,673) 141,820
OPEIALING EXPEINSES. .....uivvetirereietieeseietsestese ettt et b bt s sttt sttt ees bbb s st ebenanes 111,700 23,113 26,450 (40,965) 120,298
OPEIAtiNG INCOME ...ttt ettt ¥ 19871 ¥1675 ¥ 684 ¥ (708) ¥ 21,522
JLI0] =L TTT=] TR ¥368,500 ¥2,871 ¥31,075  ¥(19,697) ¥392,749
Depreciation and amOrtiZatION ............coeveierniieenees et 23,872 77 1,627 (889) 24,687
CaPItal INVESIMENTS. .....eeeveieieiceieie ettt 54,600 29 6,130 (1,934) 58,825

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, which 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, 2001 and 2000.

13. Subsequent event

Thousands of

The following appropriations of retained earnings at March 31, 2001 were Millions of Yen  U.S. Dollars
approved at the shareholders’ meeting held on June 28, 2001: Year-end cash dividends
¥35 (28¢) per share .......cccveveveneiniinieneinnen, ¥531 $4,286
Bonuses to directors and
corporate auditors .........coovevenieninneninns 68 551
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Independent Auditors’ Report

Deloitte
Touche
Tohmatsu

Shoei Building Telephone: +81-98-866-1459
2-15-8, Kumoiji, Facsimile: +81-98-866-8691
Naha 900-0015, Japan

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, 2001 and 2000, 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, 2001 and 2000, 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 consistently applied during the period except for the change, with which we
concur, in the accounting for interest costs, as discussed in Note 2 (b).

As discussed in Notes 2 (c) and 2 (f), effective April 1, 2000, the consolidated financial statements have been prepared
in accordance with new accounting standards for employees’ retirement benefits and financial instruments.

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.

/pgéﬁ% [oucre [rhmatic

June 28, 2001
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Non-Consolidated Balance Sheets

Thousands of

The Okinawa Electric Power Company, Incorporated Millions of Yen U.S. Dollars (Note 1)
March 31, 2001 and 2000 2001 2000 2001
Assets
Property, plant and equipment (Note 3):
Utility plants and eQUIPMENT ......cccovoiiriieiiee e ¥616,684 ¥590,314 $4,977,272
Construction in Progress (NOE 11)....ccceevrriveriieieeercererseses s seseseneeees 86,206 71,817 695,770
702,890 662,131 5,673,042
Less:
Contributions in aid of CONSITUCLION .....cc.cceverieieice e, (21,688) (21,679) (175,040)
Accumulated depreCiation ... e (320,473) (300,626) (2,586,547)
(342,161) (322,305) (2,761,587)
Net property, plant and eqUIPMENT ..o 360,729 339,826 2,911,455
Investments and other assets:
INvestment SECUItIES (NOLE 4) .....coiiiiieiiriees e 2,540 2,680 20,500
Investments in and advances to subsidiaries and affiliates .........cccovevvrirvrienns 7,548 7,643 60,919
Allowance for doubtful ACCOUNLS ......c.cocvveiriiieiricees e (3,073) (3,000) (24,802)
Deferred tax asSets (NOLE 7) ..cvvieiieirri et 5,179 3,833 41,798
OFNBE BSSELS ...ttt ettt bbbt b bbbt bere e 880 809 7,104
Total investments and Other aSSELS .......ccccovieeieiinniccieiei e 13,074 11,965 105,519
Current assets:
Cash and cash equivalents (NOte 2 (d)) ...cocoevvrirrneircr e, 4,480 8,546 36,161
ShOrt-term INVESIMENT ......ocvviiii e 1,230 1,168 9,927
ACCOUNES TECEIVADIE ...t 3,999 3,345 32,273
Allowance for doubtful aCCOUNIS.........cccvveiriieince e (115) (94) (929)
Fuel and supplies INVENLOTIES ........ccccvvvviiieiiie i 3,067 3,718 24,756
Deferred tax assets (NOLE 7) ..vvvvecrieirinirinisnisisi s 1,105 707 8,916
OtNEr CUITENT GSSELS ...vvvvvieeceeerereeeieie sttt st enenes 63 51 511
TOtal CUMTENE ASSELS .vuvvvvereerieieieieieieisiri sttt e 13,829 17,441 111,615
TOMAL oottt ettt b et ns ¥387,632 ¥369,232 $3,128,589

Liabilities and shareholders’ equity
Long-term liabilities:

Long-term debt, less current maturities (Notes 5 and 9) ......ocovovvvvvrvevennnininnns ¥246,218 ¥230,518 $1,987,233
Liabilities for employee retirement benefits (Note 2 () .ooovvevrviieieinnccncee 14,545 10,343 117,395
Other long-term HabilitIeS .........ceeuieirrrirr s 646
Total long-term Habilities .........ccccovirrriecc e 260,763 241,507 2,104,628
Current liabilities:
Current maturities of long-term debt (NOte 5) ......ccovveirnierreree e, 26,300 24,388 212,270
Commercial PaPEr (NOE B).......c.ou e 5,000
Short-term bank 108N (NOE 6) .......c.ceururirirrirrieece e 2,000 16,142
Accounts payable (NOE 11) ..ot 20,155 22,751 162,673
Income taxes payable (NOLE 7) ..o 2,158 1,503 17,413
Accrued exXpenses (NOE 11) ..ccivrriireieererereiersesses s 9,442 9,026 76,205
Other current labilitIES .........covvererererrrsrr e 1,601 1,620 12,924
Total current labIlItIES .......coveuerrrrr s 61,656 64,288 497,627

Commitment and contingent liabilities (Notes 8 and 9)

Shareholders’ equity (Notes 2 (k), 10 and 12):
Common stock, ¥500 par value;
Authorized — 30,000,000 shares

Issued and outstanding — 15,172,921 shares in 2001 and 2000 .........c.cccccvevrrerirnnne, 7,586 7,586 61,230
Additional paid-in CaPItAl ........cccccovvvirieiiireiee s 7,142 7,142 57,640
LEGAI FESEIVE ..ttt 905 821 7,305
REAINEd BAIMINGS ...vvevieiiiieeeicie bbb 49,580 47,888 400,159

Total shareholders’ EQUILY .......cccerrrniiiecceces s 65,213 63,437 526,334

TOTAI et ¥387,632 ¥369,232 $3,128,589

See notes to non-consolidated financial statements.
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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, 2001 and 2000 2001 2000 2001
(O] 0 1= =1 1 [0 I =AY U1 ¥133,945 ¥131,571 $1,081,073

Operating expenses (Notes 8 and 11):

FUBL bbb 23,486 17,983 189,554
PUICNASEA POWET ...ttt bbbt 12,252 13,346 98,885
DEPIECIALION .....vieieeieeciet ettt ettt 23,042 23,862 185,973
Repair and MAINTENANCE .......cccevvvirirerriiee e eaaes 15,861 17,252 128,015
Taxes other than INCOME tAXES ......ccccvrvrrieeiiiierrc e 6,411 6,013 51,742
OENBE ot 37,660 33,244 303,954
Total Operating EXPENSES ......cvvvvevererererererereisisisesesess s sere s sess s ssssesnens 118,712 111,700 958,123
OPErating INCOIME .....cooiiiiiceiee ettt 15,233 19,871 122,950

Other expenses:

Interest expense (Notes 2 (b), 3 aNd 5) ...ccvvieirieic e 9,456 9,427 76,323
Provision for prior liabilities for severance payments (Note 2 (f)) ..cooovevvivvnnnnn 2,947
Provision for doubtful CCOUNTS ... s 2,922
OhEE — NBL ettt et b e b ns 916 439 7,399
NEt OtNEE EXPENSES ..vvvevieeieeririririri et se s 10,372 15,735 83,722
INcomMeE DEFOre INCOME TAXES ....ccvcviiiriecieecee bbb b 4,861 4,136 39,228

Income taxes (Note 7):

CUITENE oottt ettt bbbt bbbt 3,998 3,574 32,264
D12 {1 (T o SRR (1,743) (2,163) (14,071)
TOUAl 1ot 2,255 1,411 18,193
VL= AL ToTo 1 1= ¥ 2,606 ¥ 2725 $ 21,035
Yen U.S. Dollars
Per share of common stock (Note 2 (i)):
NEE INCOME ...ttt ettt a sttt st ¥171.77 ¥179.61 $1.39
Cash dividends applicable t0 the YEar.........ccveereeeeereenrenressessessssrsseessesesssssssesenes ¥ 60.00 ¥ 50.00 $0.48

See notes to non-consolidated financial statements.
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Non-Consolidated Statements of Shareholders’ Equity

Millions of Yen

Shares Additional
The Okinawa Electric Power Company, Incorporated outstanding Common paid-in Legal Retained
Years ended March 31, 2001 and 2000 (Thousands) stock capital reserve earnings
Balance, April 1, 1999 ..o 14,875 ¥7,438 ¥7,290 ¥738 ¥43,692
CommON StOCK SPIIt ..o 298 148 (148)
Adjustment of retained earnings for the adoption of
deferred tax accounting method (Note 2 (9)) ...ccoeveveeennne. 2,377
NEE INCOME....cviictiietecice e e 2,725
Appropriations:
Cash diVIdeNds.........cccovvininiiccees e (751)
Transfer to legal reServe ... 83 (83)
Bonuses to directors and corporate auditors.................... (72)
Balance, March 31, 2000 .........ccccooovennininnniennees e 15,173 ¥7,586 ¥7,142 ¥821 ¥47,888
NEL INCOME o 2,606
Appropriations:
Cash diVIdeNdS.........cccovvrniniiecees e (758)
Transfer to legal reServe ... 84 (84)
Bonuses to directors and corporate auditors .................. (72)
Balance, March 31, 2001 .........cccoovvinnninnnensees s 15,173 ¥7,586 ¥7,142 ¥905 ¥49,580
Thousands of U.S. Dollars (Note 1)
Additional
Common paid-in Legal Retained
stock capital reserve earnings
Balance, March 31, 2000 ..o $61,230 $57,640 $6,628 $386,504
NEL INCOME ..o 21,035
Appropriations:
Cash diVIdENdS........ccovvviririreececerce e (6,124)
Transfer t0 legal reSErvVe .......coovvceiirisceeiecs e 677 (677)
Bonuses to directors and corporate auditors .................. (579)
Balance, March 31, 2001 .........cccoovvinnninnneeneen e $61,230 $57,640 $7,305 $400,159

See notes to non-consolidated financial statements.
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Non-Consolidated Statements of Cash Flows

Thousands of
The Okinawa Electric Power Company, Incorporated Millions of Yen U.S. Dollars (Note 1)

Years ended March 31, 2001 and 2000 2001 2000 2001

Operating activities:

INCOME DEfOre INCOME AXES . ...vviveerercierieceie e ¥ 4,861 ¥ 4,136 $ 39,228
Adjustments for:
INCOME tAXES PAI.......cieiieeieeeieirieieie bbb (3,344) (4,712) (26,986)
Depreciation and amortization ... 23,051 23,872 186,045
Provision for doubtful aCCOUNES.........cccceviiiviiiiciecee s 94 2,941 761
Provision for retirement DENEfitS.........ccoveviieiiiiceecee s 3,556 2,485 28,703
Loss on disposal of property, plant and equipment ...........cccocovvvevrereeccnnnnnnnns 664 785 5,362
Devaluation 10ss of iNVEStMENt SECUNLIES. .......cvvrviereririreiniricesee s 548 4,421
Changes in operating assets and liabilities:
Increase in accounts reCeiVabIE. .........ccciirrrrnce e (65) (105) (524)
Decrease (increase) in fuel and supplies iNVENtories .........ccccoverreenineinnn, 882 (645) 7,125
Decrease in other long-term liabilities ..........cocoevriinniiree e, (454)
(Decrease) increase in payables and accrued eXpPenses..........ooveveeereeerenenenns (351) 577 (2,835)
Increase (decrease) in interest Payable ... 33 (68) 269
OthEI — NMEL ot (2,433) 2,173 (19,644)
Total JUSEMENES ....cvvviieeicceieiceie s 22,635 26,849 182,697
Net cash provided by operating activities............coceovrveeinneennceneein, 27,496 30,985 221,925

Investing activities:

Purchases of Utility PIANTS ... s (45,461) (54,205) (366,919)
Purchase Of INVESIMENt SECUNTIES ........cvcveveiiieiriccee e (385) (1,285) (3,107)
Increase in investments in and advances to subsidiaries and affiliates ................... (94) (2,907) (759)
Purchase of Short-term iNVESIMENT .........ccooiiiniie s (1,450) (1,988) (11,703)
Proceeds from maturity of short-term investment ...........ccocovvvnireicrcrenncnnnnnns 1,388 2,954 11,203
OLhEI — NMEL .o 732 62 5,911

Net cash used in iNVEStING ACHIVILIES ........ccvevereirrrerinessr s (45,270) (57,369) (365,374)

Financing activities:

Proceeds from isSUANCe Of DONAS .......cccceeveiviiiiiiiiceecee e 17,000 8,000 137,208
Proceeds from 1ong-term debt ... 25,558 34,000 206,280
Repayments of long-term debt ... (24,946) (23,499) (201,336)
Proceeds from short-term bank 10aNS ... 2,800 4,864 22,599
Repayments of short-term bank [0ans ... (942) (4,722) (7,603)
Proceeds from issuance of commercial PaPer .......cccccevrrrrnnnn i 5,000 15,000 40,355
Repayments on maturity of commercial PAPEr .........ccoevrernineniecnesses (10,000) (10,000) (80,710)
Cash dividends PAIL ........ccoieriiir (762) (756) (6,154)
Net cash provided by financing activities .........cccevvevnrnninnvniressieeenns 13,708 22,887 110,639

Net decrease in cash and cash equivalents ..o (4,066) (3,497) (32,810)
Cash and cash equivalents, beginning of year ... 8,546 12,043 68,971
Cash and cash equivalents, end Of Year ... ¥ 4,480 ¥ 8,546 $ 36,161

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

The Okinawa Electric Power Company, Incorporated
Years ended March 31, 2001 and 2000

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 their 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.

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
¥123. 90 to $1, the approximate rate of exchange at March 31, 2001. 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 in 2000 non-consolidated financial
statements to conform to the presentations and classifications used in 2001.

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) Property plant and equipment

Property plant and equipment are stated at cost. Prior to April 1, 2000, the cost of
property plant and equipment includes certain interest costs on the borrowed
funds incurred during the construction period of the related assets. Effective April
1, 2000, interest costs have been expensed as incurred in accordance with a recent
revision to the accounting regulation for electric utility companies. As a result of
this accounting change income before income taxes for the year ended March 31,
2001 was approximately ¥500 million ($4,036 thousand) less than it would have
been using the prior method of accounting.

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

Prior to April 1, 2000, investment securities are stated at cost determined by the
moving-average method. Investment securities are written down to appropriate
value if the investments have been significantly impaired in value of a permanent
nature.

Effective April 1, 2000, the Company adopted a new accounting standard for
financial instruments, including investment securities. Under this standard, all
applicable securities are to be classified and accounted for, depending upon
management’s intent, as follows: i) trading securities, which are held for the
purpose of earning capital gains in near term, are reported at fair value, and the
related unrealized gains and losses are included in earnings, i) held-to-maturity
debt securities, which are expected to be held to maturity with the positive intent
and ability to hold to maturity are reported at amortized cost, and iii) available-for
sale securities, which are not classified as either of the aforementioned securities,
are reported at fair value, with unrealized gains and losses, net of applicable taxes,
reported in a separate component of shareholders’ equity. The Company classified
their securities as available-for-sale securities. As of March 31, 2001, all available-
for-sale securities were stated at cost, pursuant to a transitional rule allowing the
new valuation method for available-for sale securities to be applicable for the
fiscal year beginning from April 1, 2001.
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(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 that represent short-term investments,
all of which mature or become due within three months of the date of acquisition.
(e) Fuel and supplies inventories
Fuel and supplies inventories are stated at cost, based on the principally average
method.

(f) Severance payments and pension plan

The Company has an unfunded retirement plan for all employees. The Company
also has a non-contributory funded defined benefit pension plan covering most of
its employees.

Under the employees’ retirement plans for the Company, prior to April 1,
2000, the annual provisions for 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.
For the funded pension plan, the amounts contributed to the funds, except for
prior service costs were charged to income when paid. Prior service costs were
accrued when incurred.

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.

Effective April 1, 2000, the Company adopted a new accounting standard for
employees’ retirement benefits and accounted for the liability for employees’
retirement benefits based on the projected benefit obligations and plan assets of the
pension fund at the balance sheet date. The full amount of the transitional obligation
of ¥4,412 million ($35,611 thousand), determined as of the beginning of year, was
charged to income as operating expenses in the year ended March 31, 2001.

As a result, the net effect of the adoption of the new standard on the statement
of income was to increase operating expenses by ¥3,775 million ($30,471
thousand) and to decrease income before income taxes by ¥3,775 million ($30,471
thousand) including a cumulative effect of ¥4,412 million ($35,611 thousand) for
the year ended March 31, 2001.

(9) Income taxes

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 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/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 paid or 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.

(j) Lease

Leases that transfer ownership of the leased property to the lessee are accounted
for as finance leases. All other leases are accounted for as operating leases. Under
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.

(k) Appropriation of retained earnings

Appropriation of retained earnings at each year end is reflected in the financial
statements for the following year upon shareholders’ approval.



3. Utility plants

The major classes of utility plants were as follows:
Millions of Yen

Contributions
inaid of  Accumulated
construction  depreciation

Carrying
value

Original
At March 31, 2001 cost

5. Long-term debt
Long-term debt at March 31, 2001 and 2000 consisted of the following:

Thousands of
U.S. Dollars

2001

Millions of Yen
2001 2000

Thermal power
generating facilities .... ¥267,092 ¥(17,122) ¥(167,977) ¥ 81,993

Transmission facilities... 120,178 (2,186)  (47,907) 70,085
Transformation facilities... 79,878 (348)  (41,742) 37,788
Distribution facilities .... 122,498 (2,009) (52,217) 68,272
General facilities ........... 27,038 (23)  (10,630) 16,385
Construction in progress... 86,206 86,206

Total .o ¥702,890 ¥(21,688) ¥(320,473) ¥360,729

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
Original inaid of  Accumulated  Carrying

At March 31, 2001 cost construction depreciation value

Thermal power
generating facilities......$2,155,705 $(138,190) $(1,355,746) $ 661,769

Transmission facilities.... 969,957 (17,641) (386,662) 565,654
Transformation facilities... 644,697  (2,805)  (336,901) 304,991
Distribution facilities ..... 988,683 (16,214)  (421,442) 551,027
General facilities ........... 218,230 (190) (85,796) 132,244
Construction in progress... 695,770 695,770

L1 $5,673,042 $(175,040) $(2,586,547) $2,911,455

Interest costs capitalized for the year ended March 31, 2000 was ¥229 million. (See
note 2(b))

4. Investment securities

The excess of market value over the carrying amount of quoted securities was ¥44
million ($363 thousand) and ¥733 million at March 31, 2001 and 2000,
respectively.

Secured bond, 0.7% to 1.91% in 2001

and 1.91% in 2000 due serially

through 2010 ..o ¥ 25,000 ¥ 8,000 $ 201,776
Secured loans from Okinawa

Development Finance Public

Corporation, 1.10% to 6.30% in 2001

and 2000, due serially through 2015 ... 236,370 235,074 1,907,749
Unsecured loans from banks,

0.42% to 3.30% in 2001 and 0.68%

to 7.50% in 2000, due serially 2014 ...... 11,148 11,832 89,978

TOtal o 272,518 254,906 2,199,503

Less current maturity (26,300) (24,388) (212,270)
Long-term debt, less current maturity ....¥246,218 ¥ 230,518 $1,987,233

All of the Company'’s assets are subject to certain statutory preferential rights
established to secure bonds, loans received from the Okinawa Development
Finance Public Corporation and bonds transferred to banks under debt
assumption agreements (see Note 9).

Maturity of long-term debt outstanding at March 31, 2001 were as follows:

Thousands of

Year ending March 31, Millions of Yen  U.S. Dollars
2002 e ¥ 26,300 $ 212,270
2003 e 29,828 240,745
2004 .o 29,605 238,945
2005 . 30,967 249,934
2006 ..o 26,993 217,857
2007 and thereafter ........ccccceoevvevieeeveeceeeennns 128,825 1,039,752

TOtAl o ¥272,518 $2,199,503

6. Short-term bank loan and commercial paper
Short-term bank loan was represented by 32 days unsecured note, bearing interest
rate at 0.33% at March 31, 2001. At March 31, 2000, the weighted average interest
rates applicable to commercial paper was 0.07%.

7. 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% for the years ended March 31, 2001 and 2000, respectively. The tax effects of
significant temporary differences, which resulted in deferred tax assets at March
31, 2001 and 2000, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2001 2000 2001
Deferred tax assets:
Allowance for doubtful accounts....... ¥1,068 ¥ 981 $ 8,620
Pension and severance cOStS ............. 3,097 1,448 24,995
1,448 901 11,680
1,105 1,210 8,926
Total deferred tax assets.................... 6,718 4,540 54,221
Deferred tax liabilities ..., (434) (3,507)
Net deferred tax assets.........ccovevenene ¥6,284  ¥4,540 $50,714
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Reconciliations between the normal effective statutory tax rate for the years ended
March 31, 2001 and 2000 and the actual effective tax rate reflected in the
accompanying non-consolidated statements of income are as follows:

2001 2000
Normal effective statutory tax rate ..........cccec..... 35.0% 35.0%
Land valuation gain on prior year ................ 8.9
Expenses not deductible for income
taX PUIPOSE....ovriiiciiicn s 21 2.4
TaX CIEAIL .. 1.7
Other — net.... 0.4 (1.6)
Actual effective tax rate .........ccoocovveveneinennnns 46.4% 34.1%

8. Lease

The Company leases certain automobiles and office equipment. Total lease
payments under above leases for the years ended March 31, 2001 and 2000 were
¥449 million ($3,620 thousand) and ¥445 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,
2001 and 2000 were as follows:

Millions of Yen
General
As of March 31, 2001 facilities Other Total
ACqQUISItION COSt ... ¥1,291 ¥90 ¥1,381
Accumulated depreciation .............. (869) (54) (923)
Net leased property ................ ¥ 422 ¥36 ¥ 458
Millions of Yen
General
As of March 31, 2000 facilities Other Total
ACqUISItion COSt .....covvierereiriinins ¥1,974 ¥185 ¥2,159
Accumulated depreciation .............. (1,221) (113) (1,334)
Net leased property ............... ¥ 753 ¥ 72 ¥ 825

Thousands of U.S. Dollars

General
As of March 31, 2001 facilities Other Total
ACQUISItION COSE .vvvvvvvereieieenenes $10,421 $724  $11,145
Accumulated depreciation .............. (7,013) (435) (7,448)
Net leased property ................. $ 3,408 $289 $ 3,697

Obligations under finance leases as of March 31, 2001 and 2000:
Thousands of

10. 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 the Company 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 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.

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
couldn’t 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 share for each outstanding share and 297,508 shares
were issued to shareholders of recorded on Mach 31, 1999. The aggregate par
value of the share issued was transferred from additional paid-in capital to stated
capital.

The Company may repurchase outstanding shares to cancel them with the
resolution at the Board of Directors subject to, among the things; 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.

11. Related party transactions
The following is a summary of transactions and balances with subsidiaries and
affiliates for the years ended March 31, 2001 and 2000:

Thousands of

Millions of Yen U.S. Dollars
2001 2000 2001
Due within one year .........ccccoevverernnens ¥202 ¥443 $1,634
Due after one year........cooeeevrnerernens 256 382 2,063
TOtAl oo ¥458 ¥825 $3,697

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 ¥449 million ($3,620 thousand) and ¥445 million for the
years ended March 31, 2001 and 2000, respectively.

Millions of Yen U.S. Dollars
2001 2000 2001
Transactions:
Construction cost and facilities .......... ¥13,510 ¥17,000 $109,040
Repair and other operating expenses... 24,442 20,288 197,276
Balance of accounts:
Accounts payable ... ¥ 3,063 ¥ 4,143 $ 24,721
Accrued eXpPenses ........ocoerneeeininene 4,265 3,813 34,422

12. Subsequent event
The following appropriations of retained earnings at March 31, 2001 were
approved at the shareholders’ meeting held on June 28, 2001:

Thousands of

9. Contingent liabilities
At March 31, 2001, the Company was contingently liable as a guarantor for loans
of a subsidiary in the amount of ¥5,300 million ($42,778 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
($16,142 thousand) as of March 31, 2001.
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Millions of Yen  U.S. Dollars
Year-end cash dividends,
¥35 (28¢) per Share ........cccvvevvevrersiensnnenns ¥531 $4,286
Bonuses to directors and
corporate auditors .........coovevenienenneeninns 68 551
Transfer to legal reserve........cocovenieneeninee, 60 484



Independent Auditors’ Report

Deloitte

Touche

Tohmatsu
Shoei Building Telephone: +81-98-866-1459
2-15-8, Kumoiji, Facsimile: +81-98-866-8691

Naha 900-0015, Japan

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, 2001 and 2000, 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, 2001 and 2000, 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
consistently applied during the period except for the change, with which we concur, in the accounting for interest
costs, as discussed in Note 2 (b).

As discussed in Notes 2 (c) and 2 (f), effective April 1, 2000, the non-consolidated financial statements have been
prepared in accordance with new accounting standards for employees’ retirement benefits and financial instruments.

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.

Deé/ﬂ& Trwbra [Fhmetsen

June 28, 2001
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