The Okinawa Electric Power Company, Incorporated (OEPC)

T

* w\\\ o

4_

: ! . *
ot
@ bgF o _".‘
g A i
4 e ol b
- ra A
ﬁ -
12
P
-!l-'-"




I The Okinawa Electric Power Company, Incorporated

Financial Highlights (Consolidated)

Thousands of

Millions of Yen U.S. Dollars

Years ended March 31, 2003 and 2002 2003 2002 2003
For the year:
OPEIALNG TEVENUES ...vvevitveeavetieesttseseeaseseestesesatesesetassssesesssesetasesetasessetetesesesasssesassesasans ¥145,072 ¥152,714 $1,206,927
OPETALNG INCOMIE ......vvoeiveveieeieiesiees ettt seessstseae sttt s et sttt es b 17,034 18,887 141,717
INEL ANICOMIE ..ottt ettt ettt e ettt et et ettt et et e e e st et 5,121 5,845 42,606
Per share of common stock (Yen and U.S. Dollars):

BASIC NEL INCOMIE ..ot et e e ¥329.01 ¥385.22 $2.74

Cash dividends applicable to the Year ............cccoeiiiiiiiiiiccceee, 60.00 60.00 0.50
At year-end:
TOUAL ASSELS ...ttt ettt ¥421,081 ¥426,206 $3,503,169
Total Shareholders” €GUILY ........cov.iiiiiieiieiieiie e 74,326 70,261 618,351

Note: The U.S. Dollar amounts represent translation of Japanese yen for convenience only at the approximate exchange rate on March 31, 2003, of ¥120.20 to $1.

I Operating Highlights (Non-Consolidated)

Years ended March 31, 2003, 2002 and 2001 2003 2002 2001

For the year:
Electric energy sales (Millions of kWh)

LAGRUNG <vvvvvereoeeeseeees e eeesseee e eessssee e essseee e eesseeee e 2,704 2,728 2,584
POWET ..ottt ettt ettt ettt ettt 4,179 4,161 4,042
Peak load (Thousands Of KW) .........ccccoiiiiiiiiiiiiiiieee e 1,325 1,396 1,329
At year-end:
Number of customers:
LAGIINIG otttk 702,178 089,939 677,925
POWET ...ttt ettt 68,526 08,322 67,798
Generating capacity (Thousands Of KW)........cccocoioriiriiiiiniiiniieeessiesees e 1,676 1,676 1,456
Route length of transmission lines (km):
OVEINEAW ...t 636 627 607
UNAEIGIOUNT. 1ottt 163 160 160
Consolidated Operating Revenues Consolidated Net Income Consolidated Total Assets
(¥ Million) (¥ Million) (¥ Million)
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Profile

One of Japan'’s ten electric power utility companies,
The Okinawa Electric Power Company, Inc. (OEPC)
supplies power throughout Okinawa Prefecture, an
island chain located at the southernmost tip of the
Japanese archipelago with a population of approxi-

mately 1.3 million. The Company supplies power to

39 inhabited islands scattered over a wide area mea-

suring approximately 400km from north to south and

¢
SO ; 1,000km from east to west. By addressing both pub-
72’ Okinawa Island lic utility-related issues and simultaneously working
. . to maximize operating efficiency, we provide univer-

sal services and maintain a steady and reliable supply
of electricity, thereby continuing to fulfill our mis-
sion as an electric power company. We celebrated
the 30th anniversary of our establishment in May

2002, and in March of the same year, the Company’s

shares were listed on the 1st Section of the Tokyo
Stock Exchange (transferred from the 2nd Section),
which reinforced our corporate position in both
name and reality.

Concerning the current operating environment
for the electric power sector, this is a time of difficult
reforms as the industry moves from partial to full-
scale liberalization of the electric power retailing
market, and competition is intensifying with the
entrance of private-sector providers. To meet the
challenges accompanying this period of great
change, we will do our utmost to provide stable sup-

~ plies of electric power to all o




Message from the Management

At the Board of Directors meeting after our regular shareholders meeting on June 27,

2003, Hirokazu Nakaima was appointed Chairman of the Board and Representative

Director, and Tsugiyoshi Toma was named President and Representative Director.

Operating Environment and Performance

During the term under review, despite declines in
housing construction, private capital investment,
and public investment, the economy of Okinawa as
a whole continued to show signs of recovery, as evi-
denced by a moderate rise in personal consumption
and a turnaround by tourism-related industries.

Amid this economic situation, consumer
demand for electric power — for both home and
businesses uses — was weaker than year-earlier lev-
els as a result of lower summer temperatures.

On the other hand, water shortages necessitated
a high operational level at desalination plants which
produce water for industrial use, leading demand to
surpass the previous-year level. Consequently, over-
all electric power demand remained nearly on par
with the year-earlier level.

Demand for residential use fell 0.9% year-on-
year, to 2,704 million kWh, while demand for elec-
tric power rose 0.4% to 4,048 million kWh. Total
electric power sales, including sales to special high
voltage customers, amounted to 6,883 million KWh,
down 0.1% year-on-year.

Operating revenues from the electric power
supply business fell 3.3% from the previous year, to
¥133,974 million. This decline is attributable to a
decrease in public electricity demand and to the
impact of the crude oil price-linked fuel cost adjust-
ment system, by which we lowered electricity
charges by an average of 5.79% in October 2002.
Operating expenses decreased 2.3% to ¥119,338
million. Consequently, operating income dropped
10.8% to ¥14,636 million.

Revenues from the construction business rose
1.5%, to ¥22,837 million. Although public investment

in general fell short of the previous-year level,
owing to the benefits of the Large-Scale Economic
Stimulus Measures implemented during that term,
the term under review saw the completion of many
major construction projects. As a result, operating
income came to ¥789 million, a 13.1% increase from
the previous year.

Although information technology and telecom-
munications orders rose and the number of consoli-
dated subsidiaries increased, operating revenue
from other business grew only 2.3% to ¥30,852 mil-
lion. This is mainly because the previous year figure
included revenue from one-time orders for large-
scale electricity equipment. Operating costs rose
2.6% to ¥28,770 million, while operating income
declined 2.1% to ¥2,082 million.

As a result, the Company posted total sales
(operating revenue) of ¥145,072 million (US$1,207
million), down 5.0%, on a consolidated basis. Net
income came to ¥5,121 million (US$43 million), a

12.4% decline from the previous year.

Principal Measures Implemented and Future
Prospects

It has been three years since the start of the partial
deregulation of electric power retailing in March
2000. Since then, new guidelines for the electricity
business were discussed, and in February 2003 the
guidelines for the phased expansion of liberalization
were finalized, with the ultimate goal being the full
liberalization of electric power retailing. Now that

the future direction of electricity liberalization has



been clarified, competition has entered a new
phase.

Viewing the current term as the first year, the
Company’s employees and officers rallied together
to formulate measures for responding to these
developments and to improve efficiency to enable a
next round of reductions in electricity charges. At
the same time, we are keeping firmly in mind the
Company’s medium- and long-term tasks. In addi-
tion to ongoing initiatives, in the short term we are
promoting quality management initiatives in line
with the ISO 9001 system and working on our IT
business, which we hope to grow into the second
core business of the Okiden Group (“Okiden” is an
abbreviation of the Japanese name for Okinawa
Electric Power Company.)

Despite rising depreciation costs that accompa-
nied the completion of the Kin Thermal Power
Station, the introduction of a Renewables Portfolio
Standard (RPS) system, the development and intro-
duction of a mapping system, and commencement
of Polychlorinated Biphenyls (PCB) processing — all
contributing factors to the rise in costs — we are
continuing to make utmost efforts to strengthen our
price competitiveness. We have also devised spe-
cific financial goals, such as securing adequate prof-
its, reducing our balance of interest-bearing debt,
and improving our equity ratio, and are undertaking
thorough efforts to improve efficiency.

To grow and develop as a strong and ambitious
utilities group, we are working diligently to realize
Group-wide management efficiency, and making
aggressive efforts to expand our non-electricity busi-
nesses. Our aim is to achieve 70% of our revenues
from the electricity business and 30% of our rev-
enues from other businesses by fiscal 2010. To this

Hirokazu Nakaima, Chairman

Tsugiyoshi Toma, President

end, for the current term we have set as our three
top priorities the expansion of sales outside the
Group, the improvement of efficiency, and the fur-
ther penetration of the Okiden Group brand, and
will work steadily to achieve these goals.

We pledge to observe all related regulations and
laws, and undertake business activities with a highly
developed sense of ethics and morale, while quickly
and accurately disclosing corporate data with the
aim of fostering an even higher level of trust among
our shareholders and investors. We will continue

working to remain the company of choice.

M %‘;\l
Hirokazu Nakaima
Chairman

G2

Tsugiyoshi Toma
President



Deeply aware that the initiatives being undertaken this past year or two will have a large

impact on OEPC'’s future, in the current term we are making efforts to be the kind of

tenacious company capable of generating profits even in a severe operating environment.

In fiscal 2003, we will push ahead steadily to achieve concrete results from the prepara-

tions made up to now. The following is a list of the initiatives we are currently undertaking,

as we proceed with bold determination to fulfill our goals.

Targeting Company-Wide Implementation of
ISO 9001

To achieve company-wide implementation of a qual-
ity management system adhering to the ISO
9001:2000 international standard, the certification of
which we obtained in 2002, we are encouraging
each and every employee to learn about and imple-
ment this system, and then make the necessary
improvements. Such improvements will lead to
increased efficiency in operations and a quicker
response by our employees. We are simultaneously
creating a corporate climate that welcomes improve-
ments that will lead to higher customer satisfaction
and lower costs. To this end we are further develop-
ing this management system, and in July 2003 we
established the Quality Management Office, which
reports directly to the head of the Planning
Headquarters, to provide the necessary follow-up.
We aim to expand the scope of ISO 9001 certifica-
tion to include the Remote Island Electric Service
Headquarters*® and our power plants, and coordinate
this with ISO 14001 certification.

* Remote Island Electric Service Headquarters: In July
2002, OEPC introduced an in-house company system.
Due to the small size and geographic remoteness of the
islands, the Company has found it difficult to conduct
lower-cost operations in remote island areas. However,
with the newly clarified scope of authority and responsi-
bilities, an in-house company will carry out prompt
decision-making in managing remote island operations,
and aims to improve revenues through long-term self-
help efforts as a highly autonomous entity.

Strengthening Cost Competitiveness

To survive the market competition, it is essential to
implement the various measures for liberalization
that we at OEPC have so eagerly put together and
achieve fees competitive with those of new power
producers and suppliers (PPS) and part-time service
providers utilizing their in-house generators. At the
same time, to strengthen our financial position, we
aim to secure annually an ordinary profit of over
¥6,000 million, on average for the fiscal years
2003-2012, and achieve an equity ratio at the 20%
level by the end of fiscal 2004. We will work steadily
to achieve these goals.

To this end, we have introduced a managerial
accounting system that raises cost-consciousness by
holding each department accountable for its own
costs. By means of more effective capital investment,
we expect to reduce aggregate capital investment
for the decade to less than ¥250 billion. We aim to
further strengthen our cost competitiveness through
aggressive measures, strict cost-cutting measures,
active streamlining, and enhancing the efficiency of
business operations through the use of IT.
Furthermore, we will work actively to cultivate
demand by enhancing marketing capabilities and to
facilitate load leveling through the promotion of

electric water heaters and energy-storage systems.



Providing Maximum Customer Satisfaction

As for the scope of liberalization at OEPC, authorities
have decided to liberalize the whole range of special-
purpose, high-voltage operations in April 2004, and
are considering gradually expanding this scope.
Today, as we move into a new phase in which cus-
tomers will be able to choose their own supplier, it
will be important to respond to the diverse customer
needs promptly and precisely.

To respond to liberalization and compete with
private service providers, we undertook organiza-
tional reform in July 2003, and set up the Solution
Marketing Group. By undertaking such initiatives as
creating a wider variety of electricity rates and com-
mencing consulting activities, and developing a
Solutions Business, we are working to expand our
marketing activities by drawing on our experience
and knowledge. We are also setting up a call center
to provide precise responses to customer inquiries in
an effort to offer high-quality services. In this way,

Kin Thermal Power Station

we are working to become the company of choice
among the prefecture’s customers in this age of
competition.

Ensuring a Steady Supply and Cost Reductions

Given the importance of a secure, stable power sup-
ply to customers, we expect every employee to rec-
ognize the importance of providing a stable supply
of electric power, and are expanding and strengthen-
ing our facilities and systems to ensure that our
power supply is indeed secure and stable, while
simultaneously working to raise total system effi-
ciency in operations and maintenance of facilities
handling both power supply and distribution.
Furthermore, we will give even greater priority to
environmental preservation in regard to construction
and operation of an electricity supply facilities.

With the commencement of operation of the No.
2 generator at Kin Thermal Power Station in May
2003, we expect coal to account for 77% (OEPC 54%,



other companies 23%) of electric power generation
in fiscal 2003. Meanwhile, through the introduction
of LNG as an energy source, we predict that genera-
tion using non-oil energy sources will account for
85% (coal 68%, LNG 17%) in ten years — by fiscal
2013. Plans are moving along smoothly for the LNG-
powered Yoshinoura thermal power station. We will
devise specifications of the power station which
enable operation costs that are on par with genera-
tion costs at average coal-fired power plants. We are
looking into measures to reduce fuel-procurement
costs, and are devising the optimal distribution
facility.

Moreover, we are planning to build facilities for
the efficient transmission, transformation and supply
of electricity after accurately assessing regional
trends, while promoting widespread adoption of
accident prevention measures for the automatic
switch-over to backup generator systems, to

enhance the efficiency of our distribution facilities.

Enhancing Corporate Value

In addition to bolstering the capacity of our electric
power business to prepare for future risks, OEPC
will struggle to foster new businesses and provide
support for the new ventures of Group companies.
We will form alliances with corporate groups within
the prefecture to extend our business domain. We
will also conduct surveys on business development
and research. In these activities, we will not limit
ourselves to the prefecture but also include areas
outside the prefecture and outside Japan.

To maximize the Group’s collective strength, we
are putting considerable effort into training staff
within the Group, promoting increased efficiency of
all employees of Group companies, and expanding
marketing activities. In particular, in the IT business,
through close cooperation with Group companies,
we are preparing a system through which to provide
total solutions, with three functions serving as the
core (telecommunications infrastructure, applica-
tions and data center), with the aim of making IT

into a second core business. In the future, we will

continue to undertake comprehensive business
development. To this end, we will also press on with
the laying of an optic fiber network.

Furthermore, taking advantage of Okinawa’s dis-
tinctive climate, we are looking into new businesses,
such as nursing homes and recreation facilities, with
the aim of aggressively expanding into new areas
that promise enhanced profitability.

In addition, by improving our earnings perfor-
mance through more closely integrated Group man-
agement, we will be able to pursue more active
business expansion, promote greater efficiency and
work to increase sales outside the Group. We are
also undertaking various IR activities, ensuring a
prompt and accurate disclosure of corporate data, in
an effort to establish the Okiden Group brand, with
the continued trust and support of our customers,

shareholders, and investors.

Creating a Better Working Environment

Our goal is for all employees to recognize their roles
and responsibilities, and then make action plans, set
positive targets, and conduct their duties with the
conviction that their activities are advancing busi-
ness operations. Therefore, we require that all regu-
lations and laws are observed, that business activities
are performed with great care for ethical considera-
tions, and that every employee take responsibility for
bringing about positive reform. We hope to train
staff to cultivate self-reliance and promote special-
ized study. We continue to promote the “MOVE
2000 program,” which provides assistance and
incentives for staff to form venture companies. In
this way, we are working to create a pleasant work
environment that instills in employees a will to

work, as well as inspires their dreams.

Living in Harmony with the Global
Environment

Based on the premises provided in its Environmental
Preservation Action Plan, OEPC actively implements

environmental preservation measures at all its



departments and power stations. As part of our
initiative to reduce CO2 emissions as a countermea-
sure against global warming, we are constructing the
LNG-fueled Yoshinoura Thermal Power Plant.
Meanwhile, the highly efficient Kin Thermal Power
Station has commenced operation, and contributes
to the World Bank’s carbon fund*.

In addition to implementing such measures, we
are promoting the development and introduction of
technology for new energy systems, such as wind
power and solar power, within the Okiden Group in
an effort to reduce the environmental burden.

Regarding the international environmental stan-
dard for management systems (ISO 14001), three
steam-powered generation plants have acquired cer-
tification, and are continuously undertaking activities
toward the achievement of environmental targets
and goals.

We actively engage in reforestation both in the
prefecture and overseas. In addition, we are devising
plans for effectively utilizing and processing coal ash.

Striving to preserve the beauty of nature for
future generations by living in harmony with the
environment, the Company is applying various tech-
nologies and expertise, autonomously and actively
promoting the implementation of measures that
reduce the burden on the environment. In this way,

we make environmental preservation a foremost
priority.

* The carbon fund is a fund established by the World Bank
for supporting the transfer of global warming-related
technologies to developing countries. It is an interna-
tional mechanism by which contributors to the fund
obtain credit for the reduction of CO2 emissions. OEPC
has decided to contribute funds to the Community
Development Carbon Fund (CDCF), and the BioCarbon
Fund (BioCF).

Contributing to Regional Society

Aware of the importance of working together with
the local community for the good of the region, each
and every member of our staff strives to be a respon-
sible citizen by taking part in community activities.
This is part of our overall effort to ensure that the
Company contributes to the rich culture of the pre-
fecture and earns the trust of the people of Okinawa
Prefecture.

During the period, we hold various events and
get-togethers at power stations and other facilities
throughout the prefecture, in addition to public
activities, volunteer work, and sports exchange
events. Given our duty to contribute to the advance-
ment of the society, the culture, the economy, and
education in Okinawa Prefecture, we participate in
or provide support for local festivals, as well as cul-
tural and sporting events. We sponsor concerts and
lectures on cultural topics, as well as events promot-
ing science and technology. Our employees under-
take volunteer activities.

In this way, the Company promotes various
activities that contribute to the advancement of the
country and the prefecture, and through coopera-
tion with the Nansei-Shoto Industrial Advancement
Center (NIAC), promotes analysis and research per-
taining to the local business community.




Topics

30th Anniversary

In May 2002, we celebrated the
30th anniversary of our found-
ing. With the reversion of
Okinawa to Japan in May 1972,
the Okinawa Electric Power
Company Inc. was set up as a
special entity with funding from
the Japanese government and
the prefecture, for the purpose
of taking over the operation of
the Ryukyu Electric Company. In
April 1976, the Company
absorbed five local electric
power distribution companies.

The Company was privatized in

Revision of Electricity Fees
On October 1, 2002 we reduced
electricity fees by an average
5.79%. In addition to savings
achieved through improvements
in management efficiency and
lower costs, we factored in the
maximum amount of anticipated
cost reductions, and came up
with 3.97% for residential use
and 7.32% for industrial and
commercial use. The combined
total, resulting in a reduction of
5.79%, surpassed the previous
figure of 3.78% by 2 percentage
points in December 2001.

Acquisition of ISO 9001

In May 2001, we set up an
office to handle preparations for
the introduction of ISO 9001,
and since then all employees
have been working together
toward the acquisition of the
ISO 9001 certification. In
October 2002, a preliminary
inspection for ISO 9001 was
conducted by Det Norske
Veritas (DNV), an international
consulting firm headquartered
in Oslo, Norway. In December
of the same year, we acquired
the international standard ISO

October 1989.

Okinawa Prefecture, our operational base, is an
island chain comprising approximately 160 islands,
located at the southernmost tip of the Japanese arch-
ipelago and scattered over an area 1,000km from
east to west and 400km from north to south. The
area developed its own distinctive culture under the
rule of the Ryukyu Kingdom, which lasted from the
15th to the 19th century, as a result of contact with
other countries through foreign trade. Now, known
as a leading marine resort area in Japan, Okinawa is
blessed with a pleasant subtropical ocean climate
and an abundance of natural beauty.

Through the Okinawa Promotion Plan, which
was launched in fiscal 2002, special measures pro-
moting industry, particularly tourism and IT, and
newer businesses have brought increased vitality to
Okinawa. The Okinawa Urban Monorail com-
menced service in August 2003. This service links
Naha Airport with Shuri in Naha City (a distance of
13 km), stopping at 15 stations in a 27-minute trip.
As Okinawa’s first railway in the post-war period, it

is the focus of much attention.

9001:2000 certification for our
quality management system.

Amid the liberalization of the electric power
supply market nationwide, in Okinawa OEPC has
benefited from a number of special measures and
provisions — such as reduced enterprise and fixed
property taxes — which take into account the par-
ticular difficulties under which OEPC labors. These
include the unavailability of power support from
mainland Japan and the high cost of servicing
remote islands.

We will continue to improve customer services
by increasing management efficiency, making fur-
ther efforts to ensure a steady power supply at rea-

sonable rates, and maintain across-the-board

services.
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Financial Review

Business Performance (Consolidated Basis)
During the term under review, total operating revenues
declined 5.0% year-on-year (¥7,642 million) to ¥145,072
million (US$1,206,927 thousand), and total operating
expenses decreased 4.3% (¥5,789 million) to ¥128,038
million (US$1,065,210 thousand). Operating income was
down 9.8% (¥1,853 million) from the previous term, at
¥17,034 million (US$141,717 thousand). Net other
expenses came to ¥8,678 million (US$72,198 thousand),
while income before income taxes and minority interests
dropped 13.0% (¥1,246 million) year-on-year, to ¥8,356
million (US$69,519 thousand).

As a result of the foregoing, the Company posted a
year-on-year decline in net income of 12.4% (¥724 million)
to ¥5,121 million (US$42,606 thousand). Net income per
share came to ¥329.01 (US$2.74), while the dividend per
share was ¥60.00 (US$0.50).

In a breakdown of operating results by business
segment, operating revenues from the electric power
business fell 3.3% to ¥133,974 million (US$1,114,593
thousand). This decline is attributable to a decrease in
electricity demand by consumers and to the impact of the
lowering of our electricity charges by an average of 5.79%
in October 2002 as part of our system linking fuel costs to
the price of crude oil. Despite an increase in depreciation
expenses due to the commencement of operation at the
Kin Thermal Power Station, operating expenses also
recorded a year-on-year decline of 2.3% to ¥119,338 million
(US$992,830 thousand), thanks to substantial reductions in
fuel costs caused by the shift from oil to coal as the main
power generation fuel, increased efficiency of management
overall, and various cost-cutting efforts. As a result,

operating income saw a decrease of 10.8% from the
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previous term, to ¥14,636 million (US$121,763 thousand).

Regarding our construction business operated by
subsidiaries — spanning the research, design and
installation of electric power facilities — operating revenue
rose 1.5% year-on-year to ¥22,837 million (US$189,989
thousand). Although public investment fell short of the
previous-year level, owing to the benefits of the large-scale
economic stimulus measures implemented by the
government during that term, the term under review saw
the completion of many major construction projects in the
private sector. As a result, operating income came to ¥789
million (US$6,563 thousand), up 13.1% from the previous
year.

In revenues from other operations, operating revenues
grew ¥693 million (2.3%) to ¥30,852 million (US$256,679
thousand). During the term information technology (IT)
and telecommunications orders rose and the number of
affiliated subsidiaries increased. However, one-time orders
for large-scale electricity equipment included in the
previous-year figure partially offset the growth. Other
operating expenses rose ¥738 million (2.6%) to ¥28,770
million (US$239,350 thousand) in tandem with expansions
of orders and scope of consolidation. As a result, operating
income declined 2.1% (¥45 million) to ¥2,082 million
(US$17,329 thousand).

Financial Position
Total assets at term-end were down 1.2% (¥5,125 million)
from the previous term-end, at ¥421,081 million
(US$3,503,169 thousand).

Net property, plant and equipment fell 1.6% (¥5,916
million) to ¥372,062 million (US$3,095,358 thousand). This

was mainly attributable to the write-down of steam power
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generation facilities due to depreciation. Investments and
other assets grew 17.7% (¥2,802 million) year-on-year, to
¥18,622 million (US$154,921 thousand) due to a 67.3%
(¥2,184 million) growth in investment securities to
¥5,430 million (US$45,173 thousand).

Current assets decreased 6.2% (¥2,011 million) to
¥30,397 million (US$252,890 thousand), due to a 22.6%
(¥2,211 million) decline in trade notes and accounts
receivable.

Long-term liabilities as of the term-end fell 2.0% year-
on-year (¥5,475 million) to ¥271,454 million
(US$2,258,353 thousand) due to a decline in long-term
debt. Current liabilities fell 5.3% (¥4,106 million) to
¥73,596 million (US$612,280 thousand).

Shareholders’ equity at term-end was up 5.8% (¥4,065
million) at ¥74,326 million (US$618,351 thousand),
principally as a result of a ¥4,014 million increase in
retained earnings.

Consolidated Shareholders’ Equity

(C?nsolidated Shareholders’ Equity Ratio
%

Cash Flows

Net cash provided by operating activities increased 6.8%
(¥1,941 million) to ¥30,620 million (US$254,742
thousand), due to an increase in depreciation and a
decrease in income taxes paid, despite a decline in
income before income taxes and minority interests.

Net cash used in investing activities declined 20.9%
(¥7,267 million) to ¥27,531 million (US$229,044
thousand). This was the result of a decline in outlay for
the acquisition of property, plant and equipment
accompanying progress in the construction of large-scale
projects such as the No. 1 and No. 2 generators at the Kin
Thermal Power Station. As a result, free cash flow
(defined as the total of cash flows from operating and
investing activities) turned around to a net inflow of
¥3,089 million (US$25,698 thousand) from a net cash
outflow of ¥6,119 million for the previous term.

Net cash used in financing activities came to ¥2,508
million (US$20,864 thousand), due to the repayment of
long-term debt, which exceeded proceeds from the
issuance of corporate bonds and proceeds from long-term
debt.

C?nsolidated Return on Equity
(%
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The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries

Consolidated Balance Sheets

Thousands of

Millions of Yen U.S. Dollars (Note 1)
March 31, 2003 and 2002 2003 2002 2003
Assets
Property, plant and equipment (Note 3):
UHEY PLANES ©..vooocveoeeeeeee e ¥689,596 ¥674,059 $5,737,075
Other plant and €QUIPMENT .....o.vviviiiiiiiiiee s 36,005 32,341 299,537
CONSIIUCHON 1N PIOZIESS ..vovveveveieieieeiisriiteieies ettt 37,499 36,411 311,973
763,100 742,811 6,348,585
Less:
Contributions in aid Of CONSEIUCHON ....evevieeiireeeeeeee ettt (21,936) (21,758) (182,497)
Accumulated depreciation ..., (369,102) (343,075 (3,070,730)
(391,038) (364,833) (3,253,227)
Net property, plant and eqUIPMENt ...........cocovoiiiiiriscreee s 372,062 377,978 3,095,358
Investments and other assets:
Investment SECUTIHES (NOTE 4) ...o.vveeeeeeeeeeeeeeeeee ettt 5,430 3,246 45,173
Investments in and advances to non-consolidated subsidiaries and affiliates ........ 880 939 7,317
Deferred tax aSSEtS (NOLE 8).......vovivieieeeeeeeeeeeeeeeeeeeeee et 10,443 9,499 86,882
OBNET ASSELS ..ttt 2,142 2,440 17,818
Allowance for doubtful ACCOUNES ......oveeee oo (273) (304) (2,269)
Total investments and Other ASSELS .........ocvviiviiievieieeee ettt 18,622 15,820 154,921
Current assets:
Cash and cash eqUIVAIENTS ........cc.cooviiiiiiiiiic e, 12,526 11,611 104,210
SROITLEIM INVESINENT ..ottt 1,290 1,640 10,732
Trade notes and accounts receivable, less allowance for doubtful accounts
Of ¥214 ($1,783) — 2003, Y184 — 2002 ..vovvooosoeeeeoeeeeeee oo 7,572 9,783 62,994
TIIVEIIEOTIES v.vvveveeeeeeer ettt ettt ettt et eset et et et et ettt e e e e ee et ee et et et et et et et et st e e 7,337 7,666 61,039
Deferred tax asSets (NOE 8) ..iiviviiieeicee ettt 1,326 1,152 11,035
OENET CULTENE ASSELS ..ottt seeeeeeeeee oot e et ettt e ettt 346 556 2,880
TOtAl CUTENE ASSELS .....viivieiieeeeee et 30,397 32,408 252,890
TOLAL oot ¥421,081 ¥426,206 $3,503,169
Liabilities and shareholders’ equity
Long-term liabilities:
Long-term debt, less current maturities (NOtE 5) .....ccoreieiiiiiiiiiiiiiiececeeiee, ¥254,792 ¥260,108 $2,119,733
Liabilities for employee retirement benefits (NOte 7) w...vvvivriiivniiiinieieieeen, 16,536 16,404 137,570
Other long-term HaDIHES ..........covviviieiiiiiiieiee e 126 417 1,050
Total long-term Habilities ............c.cooviiiiiiieeeee e 271,454 276,929 2,258,353
Current liabilities:
Current maturities of long-term debt (NOte 5) .....ovoviiieiiiiiiresee s 32,828 31,040 273,115
Commercial PAPEr (NOE 6).........cviviiriiiriiiieiiieieiie et 4,000 2,000 33,278
Short-term bank 10ans (NOLE 0) ....voveviiieiiiieeeee et 5,001 5,050 41,601
Trade notes and accounts Payable ... 18,072 26,800 150,350
Income taxes payable (NOE 8) ........ccciiiiriiiiitie s 2,767 1,820 23,022
ACCIUEA EXPENSES ..ot 9,059 8,159 75,365
Other current HaDIlILES .......coooviiiiiiii et 1,869 2,833 15,549
Total current HADILEES .......c.ovvoveeeeeee oo, 73,596 77,702 612,280
MINOLILY FEELESES ........ocovviviiiiiiiieicceieeee et 1,705 1,314 14,185
Commitment and contingent liabilities (Notes 9 and 10)
Shareholders’ equity (Notes 11 and 14):
Common stock,
Authorized — 30,000,000 shares
Issued — 15,172,921 shares (2003 and 2002) ........ccccoivieeiieroieeeieeeseeeseeeeeeeens 7,586 7,586 63,115
Additional paid-in CaPItal .........ccoviiiiiiiieiiieiiee s 7,142 7,142 59,415
Retained €arNiNgS .......c.coovvevvivveiiieeieieisie et 59,688 55,674 496,570
Unrealized loss on available-for-sale SECUTtEs.........ovvovvoieeieeeeeeeeeeeee e, (81) (139) (674)
Treasury stock — at cost
3,624 shares in 2003 and 788 shares in 2002 ..........ccocoeiioveieeeeeeieeeeeeeeee ()] 2) (75)
Total shareholders’ €qUIY .........cccoovvevivieiiieiiieceeeee e 74,326 70,201 618,351
TOUAL oo ¥421,081 ¥426,206 $3,503,169

See notes to consolidated financial statements.
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The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries

Consolidated Statements of Income

Thousands of

Millions of Yen U.S. Dollars (Note 1)
Years ended March 31, 2003 and 2002 2003 2002 2003
Operating revenues:
FLECHIC ovvveooee oo ¥133,738 ¥138,568 $1,112,632
OUNET oo, 11,334 14,146 94,295
Total OPETANG TEVEINUES .....oviviviiiieiireiicieieteie ettt 145,072 152,714 1,206,927
Operating expenses (Notes 7, 9 and 12):
BLEOLIIC 1ottt ettt ettt ettt et et ettt ettt ettt 117,456 120,842 977,170
OBRET oot 10,582 12,985 88,040
Total OPETaAting EXPENSES ....evivivivieieiiriiiaieietetiettt ettt 128,038 133,827 1,065,210
OPErating iMCOMNE ...............cooovviviiiiiiietieiieieseeiie ettt 17,034 18,887 141,717
Other expenses:
Interest expense (NOtES 5 ANd 0) ....o.ovcviieiiieieiieeieee e 8,195 8,986 68,176
ONET — NEL ..ottt 483 299 4,022
NEt OtNET EXPENSES .....vviviiviiriesiesiesese et 8,678 9,285 72,198
Income before income taxes and minority interests....................cccococooviirnnn. 8,356 9,602 69,519
Income taxes (Note 8):
CUITEIIE 1.ttt ettt ettt ettt 4,264 3,959 35,475
DIEEEITEA .ottt et ettt ettt (1,152) (525) (9,581)
TOUAL o 3,112 3,434 25,894
Income before Minority iNterests ....................ccooooevoiiieroiieeieeeee e, 5,244 6,168 43,625
Minority interests in NEt iNCOME ...............ccooviiiiiiieiiiie e 123 323 1,019
NEUIMCOMIE .....ooooviiiiiiioioieeeeeeeee et ¥ 5,121 ¥ 5,845 $ 42,606
Yen U.S. Dollars
Per share of common stock (Note 2 (i)):
BaASIC NEL INCOME ... e ¥329.01 ¥385.22 $2.74
Cash dividends applicable to the YEear.........cccccoiviieiiiiiiieieeeeee e, 60.00 60.00 0.50

See notes to consolidated financial statements.
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The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries

Consolidated Statements of Shareholders’ Equity
Thousands Millions of Yen
Issued Unrealized
number of Additional loss on
shares of Common paid-in Retained available-for-sale Treasury
Years ended March 31, 2003 and 2002 common stock stock capital earnings securities stock

Balance, April 1, 2001 .................cocooovvviieiiciieieeeeeeees 15,173 ¥7,586 ¥7,142  ¥50,922
Appropriations:
Cash dividends ...........ccccoovveviiieriieeeeeee e (986)
Bonuses to directors and corporate auditors .................. (107)
Net increase in treasury stock (758 shares) ..o ¥(2)
Unrealized loss on available-for-sale securities.................... ¥(139)
Net INCOME ...viviviiiviiiiiieeiietit ettt 5,845
Balance, March 31, 2002 ................ooccoccoorrerorrrooroonn 15,173 7586 7142 550674 (139) @
Adjustment of retained earnings for newly
consolidated SUDSIAIATIES ... ...veverrereeee et (84)
Appropriations:
Cash dividends ....o..oovvooveeeeee e (910)
Bonuses to directors and corporate auditors .................. (113)
Net increase in treasury stock (2,836 shares) ....................... (@)
Unrealized loss on available-for-sale securities ...................... 58
NEt INCOME .viiviiiiiieiiieie ettt 5,121
Balance, March 31, 2003 .............c.coooiviniiiiceiee, 15,173 ¥7,586 ¥7,142 ¥59,688 ¥ (81) @)
Thousands of U.S. Dollars (Note 1)
Unrealized
Additional loss on
Common paid-in Retained available-for-sale Treasury
stock capital earnings securities stock
Balance, March 31, 2002 ..............c.co.cocovoiiiieiieeeeeeeeeeeeee e $63,115  $59,415  $463,178 $(1,160) $(15)
Adjustment of retained earnings for newly consolidated subsidiaries .... (700)
Appropriations:
CaSH AIVIAENAS ..o et (7,573)
Bonuses to directors and corporate auditors ..........ccoocrereeeeininennn. (941)
Net increase in treasury stock (2,836 Shares)..........c..cccoovvvveireerevernnannn, (60)
Unrealized loss on available-for-sale securities .............ccocooveviiiiiiiieninnn, 486
NEL INCOMIE ..ottt 42,606
Balance, March 31, 2003 .............o..coommmririviniiniecnnieneesennsecnsnneenns $63,115 $59,415 $496,570  $ (674) $(75)

See notes to consolidated financial statements.
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The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries

Consolidated Statements of Cash Flows

Thousands of

Millions of Yen U.S. Dollars (Note 1)
Years ended March 31, 2003 and 2002 2003 2002 2003
Operating activities:
Income before income taxes and MIiNOLILy INLETESLS ...........cvvvrivereirririeiiriereias ¥ 8,356 ¥ 9,602 $ 69,519
Adjustments for:
INCOME tAXES PAI......oiveriiveieiiieseeeete e, (3,382) (5,036) (28,140)
Depreciation and amoOrtiZation..........cccoovevviiiiiiiiiiiieseee s 30,265 26,551 251,792
Provision for employee retirement benefits ..o, 132 (82) 1,096
Loss on disposal of property, plant and equipment .........c.c.cocoovvrvriierieinnnna, 1,573 1,102 13,089
Changes in operating assets and liabilities:
Decrease (increase) in trade notes and accounts receivable ......................... 2,169 (3,897) 18,047
Decrease (inCrease) in iNVENTOTIES ..........ccovvoveeiieeeeeieeee e 468 (2,385) 3,895
(Decrease) increase in trade notes and accounts payables ... (8,786) 577 (73,099)
Decrease in interest payable...........ocooviiiiiii s (125) (115) (1,036)
ORET —— 1MCE .ottt ettt ettt ettt (50) 2,362 (421)
TOtAl AAUSLIMENLS ... 22,264 19,077 185,223
Net cash provided by operating aCtivities ............oovcrveveeeriieeeniesesieeenons 30,620 28,679 254,742
Investing activities:
Purchase of property, plant and equipment ..............cocovviiiiriieiniiseen, (26,309) (34,527) (218,878)
Proceeds from sale of property, plant and equipment .............cccooovirieinnnan, 489 440 4,069
Purchase of INVESIMENE SECULTHES ... v..voveeeeeeeree e e ettt eeeeaeeeeas (2,125) (679) (17,679)
Increase in investments in advances to
unconsolidated subsidiaries and affiliates .........cocvvoveoe oo (251) (343) (2,088)
Purchase of ShOt-term INVESIMENT .....c.vvoveveeeeeeeeeee oot (1,270) (2,610) (10,566)
Proceeds from maturity of short-term investment .............c.coccovverriiereernnnnn. 1,620 2,930 13,478
OFNET — NEL vttt ettt 315 ) 2,620
Net cash used in iNVESHNG ACHVILIES ......vvvvvviveeeiieirieiieeeees s (27,531) (34,798) (229,044)
Financing activities:
Proceeds from issuance of bonds ...........cc.ccoovoiviiiiiiiiiiiiieee 13,000 12,000 108,153
Proceeds from long-term debt ...........ccooiviioiiiiiiiiiis e, 14,560 19,710 121,131
Repayments of 10ng-term debt ......c..ooovcoiiiiiiiiiiee e, (30,843) (27,257) (256,599)
Proceeds from short-term bank LOANS ........cocoovevoveiiiiee e, 11,100 5,065 92,350
Repayments of short-term bank 10ans ..o (11,150) (2,354) (92,762)
Proceeds from issuance of commercial PAPer ........ccoeoviiiieiiiiiiieiiiee 16,000 20,000 133,112
Repayments on maturity of commercial paper ..........cocoovvviiiiiiiiiineien, (14,000) (18,000) (116,473)
Cash dividends Paid ..........coccooviiiiiiiiii s (914) (986) (7,602)
ORET = L ottt ettt ettt ettt (261) (256) (2,174)
Net cash provided by (used in) financing activities ............cccovvrvcreirinnnnn, (2,508) 7,922 (20,864)
Net increase in cash and cash equivalents ..., 581 1,803 4,834
Cash and cash equivalents of newly
consolidated subsidiaries, beginning of year ..., 334 2,780
Cash and cash equivalents, beginning of year.........................ccocoooevirininnnnn, 11,611 9,808 96,596
Cash and cash equivalents, end Of year ..................ccc..ccoovviiiniioieeeeen, ¥12,526 ¥11,611 $104,210

See notes to consolidated financial statements.
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The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries

Notes to Consolidated Financial Statements

Years ended March 31, 2003 and 2002

1. Basis of presenting consolidated financial statements
The accompanying consolidated financial statements are prepared from the
consolidated financial statements which are issued for domestic reporting
purposes in accordance with the provisions set forth in the Japanese Securities
and Exchange Law, the Japanese 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 Financing Reporting
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 the accompanying 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. In addition, certain reclassifications have been
made in 2002 financial statements to conform to the classifications used in 2003.

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
¥120.20 to $1, the approximate rate of exchange at March 31, 2003. 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) Consolidation

The consolidated financial statements for the years ended March 31, 2003 and
2002 include the accounts of the Company and its 13 significant (eleven in 2002)
subsidiaries. Under the control or influence concept, those companies in which
the Company, directly or indirectly, is able to exercise control over operations are
fully consolidated, and those companies over which the Companies has the ability
to exercise significant influence are accounted for by the equity method.

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.

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. Depreciation of property, plant
and equipment is provided mainly on the declining-balance method over the
estimated useful lives of the assets.

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.
(¢) Investment securities
All marketable and investment securities are classified and accounted for,
depending upon management’s intent, as follows:

available-for-sale securities, are reported at fair value, with unrealized gains and
losses, net of applicable taxes, reported in a separate component of shareholders’
equity. Non-marketable available-for-sale securities are stated at cost determined by
the moving-average method.
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(d) Casbh 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 liability for retirement benefits are accounted for based on projected benefit
obligations and plan assets at the balance sheet date.

Severance payments to directors and corporate auditors are charged to income
when authorized by resolution of the shareholders.

(g) Income taxes

The provision for income taxes is computed based on the pretax income included
in the consolidated statements of income. The asset and liability approach is used
to recognize deferred tax assets and liabilities for the expected future tax
consequences of temporary differences between the carrying amounts and the tax
bases of assets and liabilities. Deferred taxes are measured by applying currently
enacted tax laws to the temporary differences.

(b) 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) Per Share Information

Basic net income per share is computed by dividing net income available to
common shareholders, by the weighted-average number of common shares
outstanding for the period.

Cash dividends per share presented in the accompanying consolidated
statements of income are dividends applicable to the respective years including
dividends to be paid after the end of 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) Appropriations of retained earnings

Appropriations of retained earnings are reflected in the financial statements for the
following year upon shareholders” approval.

3. Property, plant and equipment
The major classes of property, plant and equipment as of March 31, 2003 and
2002, consisted of the following:

Millions of Yen

Contributions
Original in Aid of  Accumulated  Carrying
At March 31, 2003 Cost Construction  Depreciation Value
Thermal power
generating facilities .......... ¥334,092 ¥(17,108) ¥(192,091) ¥124,893
Transmission facilities ........ 125,070 (2,334) (53,066) 69,670
Transformation facilities..... 81,744 (339) (45,524) 35,881
Distribution facilities .......... 123,522 (2,132) (55,666) 65,724
General facilities................. 25,168 23) (11,358) 13,787
Utility plants................... 689,596  (21,936)  (357,705) 309,955
Other plant and
€qUIPMENE ... 36,005 (11,397) 24,608
Construction in progress.... 37,499 37,499
Total....c.coveeiiiiiiein, ¥763,100 ¥(21,936) ¥(369,102) ¥372,062




Millions of Yen

Contributions
Original in Aid of  Accumulated  Carrying
At March 31, 2002 Cost Construction Depreciation Value
Thermal power
generating facilities........... ¥331,308  ¥(17,100) ¥(177,409) ¥1306,799
Transmission facilities ........ 116,833 (2,203) (49,557) 65,073
Transformation facilities..... 80,103 (338) (42,932) 36,833
Distribution facilities .......... 120,916 (2,093) (52,987) 65,836
General facilities................. 24,899 4 (10,487) 14,388
Utility plants.........ccc..c.... 674,059 (21,758) (333,372) 318,929
Other plant and
equipMent .........ccovvrrneans 32,341 (9,703) 22,638
Construction in progress.... 36,411 36,411
Total..cooveiiiiieeieeiees ¥742,811 ¥(21,758) ¥(343,075) ¥377,978
Thousands of U.S. Dollars
Contributions
Original in Aid of  Accumulated  Carrying
At March 31, 2003 Cost Construction Depreciation Value

Thermal power
generating facilities ........ $2,779,470 $(142,333) $(1,598,092) $1,039,045

Available-for-sale securities whose fair value is not readily determinable as of
March 31, 2003 and 2002 were as follows:

Carrying Amount

Thousands of
Millions of Yen U.S. Dollars

2003 2002 2003

Available-for-sale:
EqUity SECUTItIES ........ovovrieiiiie. ¥3,018 ¥926
¥3,018 ¥926

$25,106
$25,106

The carrying values of debt securities by contractual maturities of securities
classified as available-for-sale at March 31, 2003 are as follows:
Thousands of

Millions of Yen ~ U.S. Dollars

Due in one year or less.......c.cocovvivirivirivrinienns

Due after one year through five years ¥20 $170
Due after five years through ten years
Due after ten years............c....... .

TOtal .. ¥20 5170

5. Long-term debt
Long-term debt at March 31, 2003 and 2002 consisted of the following:

Transmission facilities....... 1,040,513 (19,413) (441,487) 579,613
Transformation facilities... 680,068 (2,815) (378,738) 298,515 Thousands of
Distribution faciliies........ 1,027,640  (17,740)  (463,109) 546,791 Millions of Yen ~ US. Dollars
General facilities .............. 209,384 (194) (94,493) 114,697 2003 2002 2003

Utility plants ................. 5,737,075 (182,495) (2,975,919) 2,578,661 Secured bond, 0.2% to 1.97% in 2003
Other plant and and 0.3% to 1.97% in 2002,

€qUIPMENL 299,537 @ 481D 204724 due serially through 2012 ... ¥ 50,000 ¥ 37,000 $ 415973

Construction in progress... 311,973 311,973 Secured loans from Okinawa

TOtal covvvoreveeers $6,348,585 $(182,497) $(3,070,730) $3,095,358

4. Investment securities
The carrying amounts and aggregate fair values of investment securities at March
31, 2003 and 2002, were as follows:

Millions of Yen

Cost (Carrying  Unrealized — Unrealized Fair
At March 31, 2003 amount) Gains Losses Value
Securities classified as:
Available-for-sale:
Equity securities....... ¥2,520 ¥111 ¥239 ¥2,392
Debt securities ......... 20 20
Total .ovvreree ¥2,540 ¥111 ¥239  ¥2,412

Millions of Yen

Cost (Carrying  Unrealized — Unrealized Fair
At March 31, 2002 amount) Gains Losses Value
Securities classified as:
Available-for-sale:
Equity securities....... ¥2,521 ¥128 ¥349 ¥2,300
Debt securities . 20 20
¥2,541 Y128 ¥349 ¥2,320

Development Finance Public
Corporation, 1.10% to 6.30%
in 2003 and 2002, due serially

through 2024.........cccovvvviiiiiecce 220,988 234,718 1,838,503
Secured and unsecured loans from banks,

0.37% to 3.40% in 2003 and 0.43% to

3.10% in 2002, due serially through 2016... 15,726 18,280 130,837
Secured debt with a leasing company,

semi-annual payment of ¥144 million

($1,197 thousand) with interest,

maturity in 2005 and 2008 .........c.cccoceierenne. 906 1,150 7,535

TOLAL oo 287,620 291,148 2,392,848

Less current Maturity .......cooeeevreeerreenreennennnne (32,828) (31,040) (273,115)
Long-term debt, less current maturity............. ¥254,792 ¥260,108 $2,119,733

All of the Company’s assets are subject to certain statutory preferential rights
established to secure bonds, loans from the Okinawa Development Finance Public
Corporation and banks, and bonds transferred to banks under debt assumption
agreements (see Note 10). Certain assets of the consolidated subsidiaries,
amounting to ¥10,981 million ($91,353 thousand), are pledged as collateral for a
portion of the long-term debt as of March 31, 2003.

Maturities of long-term debt outstanding at March 31, 2003 were as follows:

Thousands of

Year ending March 31, Millions of Yen ~ U.S. Dollars

Thousands of U.S. Dollars

Cost (Carrying  Unrealized — Unrealized Fair
At March 31, 2003 amount) Gains Losses Value
Securities classified as:
Available-for-sale:
Equity securities....... $20,965 $923 $1,991  $19,897
Debt securities ......... 166 4 170
Total oo $21,131 $927 $1,991  $20,067

0 S ¥ 32,828 $ 273,115
2005 e eoreeeeeeseeees e 34,736 288,984
2000 ..ecieeeeeeee e 34,200 284,522
2007 1o 38,431 319,723
2008 ...t 24,371 202,758
2009 and thereafter...........c.ccooovvveveeeeeieseeenn, 123,054 1,023,746

TOMAL oo ¥287,620 $2,392,848
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6. Commercial paper and short-term bank loans

The weighted average interest rates applicable to commercial paper and short-
term bank loans were 0.01% and 0.38% at March 31, 2003 and 0.04% and 0.41% at
March 31, 2002, respectively.

7. Employee retirement benefits

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 pension plan, employees terminate their employment are, in 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.

The liability (assets) for employees’ retirements benefit at March 31, 2003 and
2002 consisted of the followings:

Thousands of

Millions of Yen U.S. Dollars

2003 2002 2003
Projected benefit obligation . ¥26,146  ¥25553 $217,522
Fair value of pension assets (7,781)  (8,307) (64,732)
Unrecognized actuarial loss ...... .. (1,829 (842) (15,220)
Net liability for retirement benefits................. ¥16,536  ¥16,404 $137,570

The components of net periodic retirement benefit costs for the years ended
March 31, 2003 and 2002 were as follows:
Thousands of

Millions of Yen U.S. Dollars

2003 2002 2003
Service cost. ¥1,330  ¥1,297 $11,071
Interest CoSt.................. 662 682 5,506
Expected return on plan assets.....
Amortization of transitional obligation 179 (1,492)
Recognized actuarial loss ....... 311 392 2,585
Net periodic retirement benefit costs............. ¥2,124 Y2371 $17,670

Assumptions for actuarial computations for the years ended March 31, 2003 and
2002 were set forth as follows:

2003 2002
Discount rate.........cooeveviiiniiiciiiiie 2.5% 3.0%
Expected rate of return on plan assets........ 0.0% 0.0%
Amortization period of prior service cost.... lyear

Recognition period of actuarial gain/loss.... primarily 5 years primarily 5 years
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8. Income taxes

The Companies are subject to several taxes based on income. For the years ended
March 31, 2003 and 2002, 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, 2003 and 2002,
were as follows:

Thousands of

Millions of Yen U.S. Dollars

2003 2002 2003
Deferred tax assets:
Unrealized profit...........cccoovivivininininn. ¥ 4,438 Y 4,287 $36,926
Tax loss carry forwards..... 915 1,382 7,610
Pension and severance costs................... 4,481 3,733 37,278
Other ..o 3,331 3,099 27,716
SUD-Otal ... 13,165 12,501 109,530
(943) (1,39D (7,846)
Total deferred tax assets........................ 12,222 11,110 101,684
Deferred tax liabilities:
Unrealized gain on land
revaluation, other..........cccoocovveeeceeeennnn. (453) (459) (3,767)
Net deferred tax assets ...........c.cooeuenn. ¥11,769 ¥10,651 $97,917

Reconciliations between the normal effective statutory tax rate for the years ended
March 31, 2003 and 2002 and the actual effective tax rate reflected in the
accompanying consolidated statements of income were as follows:

2003 2002

Normal effective statutory tax rate .........ccooecereerieernenns 35.0% 35.0%

Expenses not deductible for income tax purposes... 1.5 4.6

Investment tax creditS ........c.ocoovovveveivriieriieeeeees 3.2 2.9

Statutory tax rate differences between the

Company and consolidated subsidiaries ................ 1.7

Other—et ..o 2.3 0.9

Actual effective tax rate ........coooovrrriinieneee 37.3% 35.8%

9. Lease

The Companies lease certain automobiles and office equipment. Total lease
payments under the above leases for the years ended March 31, 2003 and 2002
were ¥605 million ($5,036 thousand) and ¥319 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 an “as if capitalized” basis for the years ended March 31,
2003 and 2002 were as follows:

Millions of Yen

General
As of March 31, 2003 Facilities Other Total
ACQUISItION COSL......ccoiviviiiiiiiiiciie, ¥1,709 ¥2,173 ¥3,882
Accumulated depreciation.................... (545) 272) (817)
Net leased property ..o ¥1,164 ¥1,901 ¥3,065
Millions of Yen
General
As of March 31, 2002 Facilities Other Total
Acquisition cost.... ¥1,551 ¥507 ¥2,058
Accumulated depreciation.. (120) (295) (415)
Net leased property.........cocovvvvenes ¥1,431 ¥212 ¥1,043




Thousands of U.S. Dollars

General
As of March 31, 2003 Facilities Other Total
Acquisition cost $14,215  $18,079 $32,294
Accumulated depreciation (4,530) (2,262) (6,792)
Net leased property........c..cccceoeeunn. $ 9,685 $15,817 $25,502

Obligations under finance leases as of March 31, 2003 and 2002:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003
Due within one year..........ccocooeoveoniiieiiieninnn, ¥ 633 Y 483 $ 5,269
Due after one year.. . 2,432 1,160 20,233
S O ¥3,065 Y1643 $25,502

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 ¥605 million ($5,036 thousand) and ¥319 million for the
years ended March 31, 2003 and 2002, 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, 2003 and
2002 was ¥60 million ($499 thousand) and ¥66 million, respectively.

At March 31, 2003 and 2002, summaries of the above leased property were as
follows:

Thousands of

Millions of Yen U.S. Dollars

2003 2002 2003
Other equipment:
ACQUISION COSE ..o ¥272 ¥245 $2,264
Accumulated depreciation (143)  (148) (1,193)
Net leased property ¥129 ¥ 97 $1,071

At March 31, 2003 and 2002, the total lease payments to be received from the
above leases were as follows:

Thousands of

Millions of Yen U.S. Dollars

2003 2002 2003

¥ 59 ¥ 58 $ 493
117 100 969

¥176 ¥158 $1,462

10. Contingent liabilities
As of March 31, 2003, the Company was contingently liable for:

Guarantees and items of a similar nature of loans of customer amounting to
¥268 million ($2,234 thousand).

Redemption of bonds transferred to banks under the debt assumption
agreements amounting to ¥2,000 million ($16,639 thousand).

11. Shareholders’ equity
Japanese companies are subject to the Japanese Commercial Code (the “Code”) to
which certain amendments became effective from October 1, 2001.

The Code was revised whereby common stock par value was eliminated
resulting in all shares being recorded with no par value and at least 50% of the
issue price of new shares is required to be recorded as common stock and the
remaining net proceeds as additional paid-in capital, which is included in capital
surplus. The Code permits Japanese companies, upon approval of the Board of
Directors, to issue shares to existing shareholders without consideration as a stock
split. Such issuance of shares generally does not give rise to changes within the
shareholders’ accounts.

The revised Code also provides that an amount at least equal to 10% of the
aggregate amount of cash dividends and certain other appropriations of retained
earnings associated with cash outlays applicable to each period shall be
appropriated as a legal reserve (a component of retained earnings) until such
reserve and additional paid-in capital equals 25% of common stock. The amount
of total additional paid-in capital and legal reserve that exceeds 25% of the
common stock may be available for dividends by resolution of the shareholders.
In addition, the Code permits the transfer of a portion of additional paid-in capital
and legal reserve to the common stock by resolution of the Board of Directors.

The revised Code eliminated restrictions on the repurchase and use of treasury
stock allowing Japanese companies to repurchase treasury stock by a resolution of
the shareholders at the general shareholders meeting and dispose of such treasury
stock by resolution of the Board of Directors beginning April 1, 2002. The
repurchased amount of treasury stock cannot exceed the amount available for
future dividend plus amount of common stock, additional paid-in capital or legal
reserve to be reduced in the case where such reduction was resolved at the
general shareholders meeting.

The amount of retained earnings available for dividends under the Code was
¥56,634 million ($471,167 thousand) as of March 31, 2003, based on the amount
recorded in the parent company’s general books of account. In addition to the
provision that requires an appropriation for a legal reserve in connection with the
cash payment, the Code imposes certain limitations on the amount of retained
earnings available for dividends.

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

12. Research and development costs

Research and development costs charged to income were ¥1,163 million ($9,672
thousand) and ¥1,171 million for the years ended March 31, 2003 and 2002,
respectively.
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13. Segment information

Information about operations in different industry segments of the Companies for the years ended March 31, 2003 and 2002 is as follows:

Millions of Yen

Thousands of U.S. Dollars

2003 Electric  Construction Other Elimination Consolidated Electric Construction Other Elimination  Consolidated
Sales to CUStOMETS.........ovoe......... ¥133,738 ¥ 3,397 ¥ 7,937 ¥145,072 $1,112,632 $ 28,260 $ 66,035 $1,206,927
Intersegment sales .................... 236 19,440 22,915 ¥(42,591) 1,961 161,729 190,644 $(354,334)

Total operating revenues....... 133,974 22,837 30,852 (42,591) 145,072 1,114,593 189,989 256,679 (354,334) 1,206,927
Operating expenses... 119,338 22,048 28,770 (42,118) 128,038 992,830 183,426 239,350 (350,396) 1,065,210
Operating income-...................... ¥ 14,636 ¥ 789 ¥ 2082 ¥ (473) ¥ 17,034 $ 121,763 $ 6,563 $ 17,329 $ (3,938)$ 141,717
Total ASSELS......voeeeeeeeeeereeen, ¥386,258 ¥12,506 ¥36,724 ¥(14,407) ¥421,081 $3,213,463 $104,044 $305,520 $(119,858)$3,503,169
Depreciation and amortization... 28,812 92 2,294 (933) 30,265 239,703 763 19,084 (7,758) 251,792
Capital investments.................. 23,494 427 4,317 (1,484) 26,754 195,454 3,557 35,913 (12,347) 222,577

Millions of Yen
2002 Electric  Construction Other Elimination Consolidated
SALES TO CUSIOIMIETS .......oeevvseeeeeeee ettt sttt ¥138,568 ¥ 6,893 Y 7,253 ¥152,714
TOLEISEGIMENT SALES ....vvovvivviiieieieisie et 15,616 22906  ¥(38,522)

TOtal OPEIANG TEVENUES ....cv.vveivieiietieeiett ettt 138,568 22,509 30,159 (38,522) 152,714
OPEIAUNG EXPEIISES ...ttt bbbttt bttt ettt 122,168 21,812 28,032 (38,185) 133,827
Operating income ¥ 16,400 ¥ 697 ¥ 2127 ¥ (337) ¥ 18887
TTOAL ASSCLS....vvviveiiritites ettt bbbttt s bbbt s e b ¥393,657  ¥16,857 ¥35,386  ¥(19,694)  ¥426,206
Depreciation and amOTtZALON .............iuriiiivieiieiieeseie e 25,252 81 2,160 (942) 26,551
CaPItal INVESUIICIIES. ...t 32,593 373 3,013 (1,143) 34,836

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, 2003 and 2002.

14. Subsequent event

Thousands of

Millions of Yen ~ U.S. Dollars

The following appropriations of retained earnings at March 31, 2003 were
approved at the shareholders’ meeting held on June 27, 2003:

Year-end cash dividends, ¥30 (25¢) per share........
Bonuses to directors and corporate auditors..........

¥455
84

$3,786
702
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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 of
The Okinawa Electric Power Company, Incorporated:

We have audited the accompanying consolidated balance sheets of The Okinawa Electric Power Company,
Incorporated and consolidated subsidiaries as of March 31, 2003 and 2002, and the related consolidated statements of
income, shareholders’ equity, and cash flows for the years then ended, all expressed in Japanese yen. These
consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards, procedures and practices generally accepted and
applied in Japan. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries as
of March 31, 2003 and 2002, and the consolidated results of their operations and their cash flows for the years then
ended in conformity with accounting principles and practices generally accepted in Japan.

Our audits 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.

:De[o e TM:- 7;/7"'«//9@-

June 27, 2003
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The Okinawa Electric Power Company, Incorporated

Non-Consolidated Balance Sheets

Thousands of

Millions of Yen U.S. Dollars (Note 1)
March 31, 2003 and 2002 2003 2002 2003
Assets
Property, plant and equipment (Note 3):
Utility plants and eqUIPMENT ...........cc.coeviviiiiiieieiieieeseie e ¥710,939 ¥693,865 $5,914,632
Construction in progress (NOE 12).......ouiviviiviveiiiieieieieieeieiessiesse e 38,072 36,772 316,743
749,011 730,637 6,231,375
Less:
Contributions in aid Of CONSEIUCHON ....evevieeeireer ettt (21,936) (21,758) (182,497)
Accumulated depreciation ... (367,875) (342,478) (3,060,525)
(389,811) (364,230) (3,243,022)
Net property, plant and €qQUIPMENT ............cc.coevieierieeieeiieeeese e, 359,200 360,401 2,988,353
Investments and other assets:
Investment SeCUrities (NOLE 4) .......ccccvivoveeiiiiteiiiie ettt 5,136 2,964 42,732
Investments in and advances to subsidiaries and affiliates .................ccocovverinnen. 11,375 8,032 94,636
Deferred tax aSSets (INOLE 7) .vviiviveveiieeeereieee ettt 6,382 5,756 53,090
ORET ASSCLS .ottt ettt ettt ettt ettt ettt ns 680 815 5,663
Allowance for doubtful ACCOUNLS ... ...ov oot (3,182) (3,221) (26,478)
Total investments and Other ASSETS .........o.ooioveoioeieee e, 20,391 14,346 169,643
Current assets:
Cash and cash €qUIVALENLS ............ccccoveviviiiiiieeeee e, 4,874 6,655 40,547
ShOTt-term INVESHMENT .........cooviiiviiiiiiteeeee ettt 280 1,000 2,330
Trade accounts receivable, less allowance for doubtful
accounts of ¥162 (81,346) — 2003, ¥156 — 2002 ........cccoveverererieeeeeeseeeeene, 4,064 4,329 33,809
Fuel and suppli€s INVENTOTIES .........ovvcviiiviieiieieiceeieteee e 5,394 5,272 44,872
Deferred tax assets (NOE 7) .viiiviiiviiireeieeeee et 988 905 8,221
OhEr CUITENT ASSELS ...ovvoveeeeseieeeeieeesee e see ettt 69 86 579
TOAL CUITENE ASSELS ....vveeeeee oottt 15,669 18,247 130,358
TOUAL vttt ¥395,260 ¥398,994 $3,288,354
Liabilities and shareholders’ equity
Long-term liabilities:
Long-term debt, less current maturities (NOtE 5) ....ccoeivvereriioiiiiiiiiieiieceeiae, ¥242,785 ¥247,390 $2,019,838
Liabilities for employee retirement Benefits ............cocovvieriiieeiieeiieeeee e, 14,214 14,298 118,256
Other long-term HaDilIHES..............coovviveiiiiieieiesieeceeeee e 6 49
Total long-term Habilities ............cooviriiiiriiieiieieee s 257,005 261,688 2,138,143
Current liabilities:
Current maturities of long-term debt (NOtE 5) ......cccovvvviiiieiieeiieeeeeeen, 31,605 29,828 262,939
Commercial PAPEr (NOE 6)........cviviiiiieiriiiieiiieseiiei et 4,000 2,000 33,278
Short-term bank 10an (NOLE 6) .......o.oiviviieeeieieieieeeeeteeeee e 5,000 5,000 41,601
Trade accounts payable (NOLE 12)......cccceiiiiniiniiiiiiiiccececeeeee e 12,245 19,200 101,868
Income taxes payable (NOE 7) ....viiiiieiiieiiciece e 1,723 821 14,332
Accrued expenses (NOE 12) ..o 9,341 9,750 77,712
Other current HADIHLES ..........ooivieeeieeeeeeee et 2,014 1,875 16,756
Total CULTENE HADILIEES ......veveeeeoeeeeeeee ettt 65,928 68,474 548,486
Commitment and contingent liabilities (Notes 8 and 9)
Shareholders’ equity (Notes 10 and 13):
Common stock,
Authorized — 30,000,000 shares
Issued — 15,172,921 shares (2003 and 2002) ........ccccoeviieiieriieeeseeeseeeseeeeeeeeens 7,586 7,586 63,115
Capital surplus
Additional paid-in capital ........c.cccoocioiiioiiir s 7,142 7,142 59,415
Retained earnings
LEGAL TESEIVE oviiiiiviiieetecee ettt 965 965 8,028
UNAPPIOPHALEA ..ot 56,721 53,273 471,892
Unrealized 1oss on available-for-sale SECUTtES. ... ...oovvvoverieeio oo, (78) (132) (650)
Treasury stock — at cost
3 624 shares in 2003 and 788 shares in 2002 ..........ccoeeiioveeeceeeeeeeeeeeeeee, () (2) (75)
Total shareholders’ EQUILY............cceiiiiiiiiieeeee e 72,327 68,832 601,725
TOUAL 1ottt ettt et ettt e ettt ¥395,260 ¥398,094 $3,288,354

See notes to non-consolidated financial statements.
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The Okinawa Electric Power Company, Incorporated

Non-Consolidated Statements of Income

Thousands of

Millions of Yen U.S. Dollars (Note 1)
Years ended March 31, 2003 and 2002 2003 2002 2003
OPELAting FEVEIMUES ..............cocoiviviriiieiiiieieitiieseies ettt ¥134,141 ¥138,568 $1,115,984
Operating expenses (Notes 8, 11 and 12):
FUCL ettt ettt 21,127 26,798 175,762
PUTChASEA POWET ..oviiiiiieiciee et 12,300 12,668 102,331
DEPTECIAON ..ot 28,796 25,244 239,572
Repair and MAINLENANCE .....cvoviviiiiiiieeee s 15,727 16,482 130,838
Taxes other than INCOME TAXES .........ccoiiiviiieeiee oot 6,613 6,547 55,017
01T SO 35,016 34,429 291,317
Total OPETANG EXPENSES. .....cvveieeieiireiteteieteieiett ettt 119,579 122,168 994,837
OPerating iflCOMIC .............co.oooiiiiiiiieieieete e 14,562 16,400 121,147
Other expenses:
Interest expense (NOES 5 and ) .......c.ooiiiiiriiieiiiieieeeeeee s 7,923 8,698 65,912
ONET — NET ...ttt 39 389 323
NEt OthET EXPENSES ...ov.vovviiieiieieiet ettt 7,962 9,087 66,235
Income before iNCOME LAXES ...........c...c.ooiceiieeeeeeeeeeeeeee e, 6,600 7,313 54,912
Income taxes (Note 7):
CULTEIIE .ottt ettt e ettt ettt 2,906 2,812 24,180
DEEEITEA ..o ettt ettt (737) (307) (6,132)
TOUAL oottt 2,169 2,505 18,048
NECINCOMIE ........oviviiiiiiiiiee ettt ¥ 4,431 ¥ 4808 $ 36,864
Yen U.S. Dollars
Per share of common stock (Note 2 (h)):
BASIC DL TNICOMIC ... ettt ettt et ettt ettt ettt ettt ¥286.52 ¥316.86 $2.38
Cash dividends applicable to the Year...........o.oooiviiiiiiiiiii e, 60.00 60.00 0.50

See notes to non-consolidated financial statements.
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The Okinawa Electric Power Company, Incorporated

Non-Consolidated Statements of Shareholders’ Equity

Thousands Millions of Yen
Capital surplus Retained earnings
Issued Unrealized
number of Additional loss on
shares of ~ Common paid-in Legal available-for-sale Treasury
Years ended March 31, 2003 and 2002 common stock  stock capital reserve Unappropriated securities stock
Balance, April 1, 2001 ............ccocoooviiiiin, 15,173 ¥7,586 ¥7,142 ¥905  ¥49,580
Appropriations:
Cash dividends ..........c.cccccovvvvviveiiieiieen, (987)
Transfer to legal reserve ..........cccovvveinnann, 60 (60)
Bonuses to directors and corporate auditors... (68)
Increase in treasury stock (788 shares).............. ¥(2)
Unrealized loss on available-for-sale securities.... ¥(132)
NEt INCOME ....cooveviviiieiieeeeeeeeeee e 4,808 o
Balance, March 31,2002 ......................ccocooco..... 15,173 7,586 7,142 965 53,273 (132) (2
Appropriations:
Cash dividends .....o.oooveeeeeoieeeeceeeee, (911)
Transfer to legal reserve ............cccooeeviiinnn,
Bonuses to directors and corporate auditors... (72)
Increase in treasury stock (2,836 shares)........... (@)
Unrealized loss on available-for-sale securities ... 54
NEt INCOME ..o 4,431 o
Balance, March 31, 2003.....................c.cccooevnnnn. 15,173  ¥7,586 ¥7,142 ¥965 ¥56,721 ¥ (78) ¥(©9)
Thousands of U.S. Dollars (Note 1)
Capital surplus Retained earnings
Unrealized
Additional loss on
Common paid-in Legal available-for-sale Treasury
stock capital reserve Unappropriated securities stock
Balance, March 31,2002 ..............cccoccocoooveiiiiiieeeeeen, $63,115 $59,415 $8,028  $443,200 $(1,100) $(14)
Appropriations:
Cash diVIAENdS .....voveveeeeeeee e, (7,573)
Transfer to legal reserve ...,
Bonuses to directors and corporate auditors ...................... (599)
Increase in treasury stock (2,836 shares) ..........c.c.coocovivnnnn, 61D
Unrealized loss on available-for-sale securities ..................... 450
NEt IICOME ..ot 36,864
Balance, March 31, 2003 ...........oo...coonmmirrrrionninrecnnneniennons $63,115  $59,415  $8,028 $471,892 $§ (650) $(75)

See notes to non-consolidated financial statements.
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The Okinawa Electric Power Company, Incorporated

Non-Consolidated Statements of Cash Flows

Millions of Yen

Thousands of

U.S. Dollars (Note 1)

Years ended March 31, 2003 and 2002 2003 2002 2003
Operating activities:
INCOME DEfOre INCOME TAXES ...ttt ¥ 6,600 ¥ 7313 $ 54,912
Adjustments for:
INCOME tAXES PAI......oiveriiveieiiieseeeete e, (2,004) (4,149) (16,678)
Depreciation and amoOrtiZation............co..eeieiiieiieiiinieieieeeeiee e 28,874 25,270 240,219
Provision for dOUDUL ACCOUNTS .......ovveeee ettt ettt (33) 189 (274)
Provision for employee retirement benefits .............oocoviivrviiierieceieen, (84) (247) (700)
Loss on disposal of property, plant and equipment .............cccocoevrvriivririrnnean, 934 940 7,769
Devaluation loss of investment SECUTItIES. ............c.ccevvvieviiiriiieeeeeeee e 33 10 275
Devaluation loss of securities of affiliates....................occoooioiiiiiiiiiiee 28 235
Changes in operating assets and liabilities:
Increase in trade accounts receivable ............oococvioieieceeeee e 260 (486) 2,165
(Increase) decrease in fuel and supplies INVeNtories. .......c.cocovvvvvrireiceeinnnn 17 (2,086) 138
Increase (decrease) in trade accounts payables ..., (6,952) (954) (57,839)
(Decrease) increase in interest payable ... (119) (118) (989)
ONET m— 1ML .ottt (220) 629 (1,831)
TOtal AdJUSTMENTS ... 20,734 18,998 172,490
Net cash provided by operating aCVIties .............co.veriririisiiieriieirieins 27,334 26,311 227,402
Investing activities:
Purchases of Utility PIANLS ...........ccccovvvviieieeiiieieiceee e, (23,213) (32,445) (193,124)
Proceeds from sales of property, plant and equipment .............cccococviririerennne. 487 423 4,055
Purchase of INVEStMENt SECULTHES ....vvevevvereeeereeeeee oot eeee e et (2,123) (938) (17,662)
Increase in investments in and advances to subsidiaries and affiliates .............. (3,382) (394) (28,133)
Purchase of ShOrt-term INVESHMENT ...o.eovveveieeee oot (280) (1,500) (2,329)
Proceeds from maturity of short-term investment ............c.c.cocoveiirieiienennean, 1,000 1,730 8,319
ORET = T e e 138 274 1,145
Net cash used in investing aCtVItIES ............cccovvvvirierireieieeeeeee s (27,373) (32,850) (227,729)
Financing activities:
Proceeds from issuance of DONAS .........ccoovivviiiiiiiiicicc e 13,000 12,000 108,153
Proceeds from long-term debt ..........ccccoiiiiiiiiiiniiiie e, 14,000 19,000 116,473
Repayments of 10ng-term debt .........cooocoiviieiiiiiieiiee e, (29,828) (26,300) (248,156)
Proceeds from short-term bank 10ans ..............ccoeoiviiiiiiiiiiiiceece 11,000 5,000 91,518
Repayments of short-term bank 10ans ..., (11,000) (2,000) (91,514)
Proceeds from issuance of commercial paper ..., 16,000 20,000 133,111
Repayments on maturity of commercial PAPET .......oovceviveiriiieeiiieeeeeeeae, (14,000) (18,000) (116,473)
Cash dividends Paid ..........coccoovviiiiiieeeeeee e (914) (986) (7,602)
Net cash provided by financing activities ............oocoevrvvverriieeinieienieeenens (1,742) 8,714 (14,490)
Net increase (decrease) in cash and cash equivalents ... (1,781) 2,175 (14,817)
Cash and cash equivalents, beginning of year ..o, 6,655 4,480 55,364
Cash and cash equivalents, end of year .................ccc..ocoovviiniieiie, ¥ 4874 ¥ 6,655 $ 40,547

See notes to non-consolidated financial statements.



The Okinawa Electric Power Company, Incorporated

Notes to Non-Consolidated Financial Statements

Years ended March 31, 2003 and 2002

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
Japanese 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 Financial Reporting 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. In addition, certain reclassifications have been
made in 2002 non-consolidated financial statements to conform to the
presentations and classifications used in 2003. 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
¥120.20 to $1, the approximate rate of exchange at March 31, 2003. 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) Property plant and equipment

Property, plant and equipment are stated at cost. Depreciation of utility plants is

provided on the declining-balance method over the estimated useful lives of the

assets.

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.

(b) Investment securities

All marketable and investment securities are classified and accounted for,

depending on management’s intent, as follows:

D available-for-sale securities are reported at fair value, with unrealized gains and
losses, net of applicable taxes, reported in a separate component of
shareholders” equity. Non-marketable available-for-sale securities are stated at
cost determined by the moving-average method.

i) investments in subsidiaries and affiliates are stated at cost, determined by the
moving average method.

(c) Casb 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.
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(d) Fuel and supplies inventories

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

(e) Severance payments and pension plan

The liability for retirement benefits are accounted for based on projected benefit
obligations and plan assets at the balance sheet date.

Severance payments to directors and corporate auditors are charged to income
when authorized by resolution of the shareholders.

(f) Income taxes

The provision for income taxes is computed based on the pretax income included
in the non-consolidated statements of income. The asset and liability approach is
used to recognize deferred tax assets and liabilities for the expected future tax
consequences of temporary differences between the carrying amounts and the tax
bases of assets and liabilities. Deferred taxes are measured by applying currently
enacted tax laws to the temporary differences.

(g) 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.

(b) Per share information

Basic net income per share is computed by dividing net income available to
common shareholders, by the weighted-average number of common shares
outstanding for the period.

Cash dividends per share presented in the accompanying statements of
income are dividends applicable to the respective years including dividends to be
paid after the end of the year.

(i) 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.

(j) Appropriations of retained earnings

Appropriations of retained earnings are reflected in the financial statements for the
following year upon shareholders” approval.



3. Property, plant and equipment
The major classes of property, plant and equipment as of March 31, 2003 and
2002, consisted of the following:

Millions of Yen

Contributions
Original inaid of  Accumulated  Carrying
At March 31, 2003 cost construction  depreciation value

Thermal power
generating facilities ......¥337,290 ¥(17,109) ¥(194,053) ¥126,128

Transmission facilities ... 130,821 (2,333)  (55,896) 72,592
Transformation facilities.... 84,691 (338) (47,088) 37,265
Distribution facilities ...... 129,655 (2,132) (58,024) 69,499
General facilities............. 28,482 (249 (12,8149 15,644
Utility plants
and equipment......... 710,939 (21,936) (367,875) 321,128
Construction in progress..... 38,072 38,072
Total oo ¥749,011 ¥(21,936) ¥(367,875) ¥359,200
Millions of Yen
Contributions
Original inaid of  Accumulated  Carrying
At March 31, 2002 cost construction  depreciation value
Thermal power
generating facilities ...... ¥334,418  ¥(17,100) ¥(179,187)  ¥138,131
Transmission facilities ... 121,972 (2,203) (52,182) 67,587
Transformation facilities.... 82,948 (338) (44,363) 38,247
Distribution facilities ...... 126,743 (2,093) (55,120) 69,530
General facilities............. 27,784 24 (11,626) 16,134
Utility plants
and equipment......... 093,865  (21,758)  (342,478) 329,629
Construction in progress..... 36,772 36,772
Total ..o ¥730,637  ¥(21,758) ¥(342,478) ¥366,401
Thousands of U.S. Dollars
Contributions
Original inaid of  Accumulated  Carrying
At March 31, 2003 cost construction depreciation value

Thermal power
generating facilities ...... $2,806,074 $(142,333) $(1,614,418) $1,049,323

Transmission facilities..... 1,088,361 (19,413)  (465,023) 603,925
Transformation facilities... 704,581 (2,815) (391,744) 310,022
Distribution facilities ...... 1,078,659 (17,740)  (482,726) 578,193
General facilities ............ 236,957 (196) (106,614) 130,147

Utility plants
and equipment........ 5,914,632 (182,497) (3,060,525) 2,671,610
Construction in progress... 316,743 316,743
Total covvvoeveevee. $6,231,375 $(182,497) $(3,060,525) $2,988,353

4. Investment securities

At March 31, 2003, the unrealized loss of market value over the carrying amount
of quoted securities was ¥120 million (§997 thousand), at March 31, 2002, the
unrealized loss of which was ¥203 million.

5. Long-term debt
Long-term debt at March 31, 2003 and 2002 consisted of the following:

Thousands of
U.S. Dollars

2003

Millions of Yen
2003 2002

Secured bond, 0.20% to 1.97% in 2003

and 0.30% to 1.97% in 2002, due

serially through 2012 ......c..ccoocovvervvnnn. ¥ 50,000 ¥ 37,000 $ 415,973
Secured loans from Okinawa

Development Finance Public

Corporation, 1.10% to 6.30% in 2003

and 2002, due serially through 2017.... 215,987 229,744 1,796,899
Unsecured loans from banks,
0.37% to 2.50% in 2003 and 0.43%
to 2.90% in 2002, due serially 2014 ... 8,403 10,474 69,905
) O 274,390 277,218 2,282,777

Less current maturity............cocoooeereeennen (31,605) (29,828) (262,939)
Long-term debt, less current maturity ... ¥242,785 ¥247,390 $2,019,838

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

The aggregate annual maturities of long-term debt outstanding at March 31,
2003 were as follows:

Thousands of

Year ending March 31, Millions of Yen  U.S. Dollars
2004 ¥ 31605  § 262,939
33,422 278,052

32,991 274,463

36,842 300,504

23,317 193,986

116,213 966,833

¥274,390 $2,282,777

6. Commercial paper and short-term bank loans

The weighted average interest rates applicable to commercial paper and short-
term bank loans were 0.01% and 0.38% at March 31, 2003 and 0.04% and 0.41% at
March 31, 2002, respectively.

7. Income taxes
The Company is subject to national corporate tax and local inhabitant taxes based
on income with aggregate normal statutory tax rates of approximately 35% for the
years ended March 31, 2003 and 2002, respectively.

The tax effects of significant temporary differences which resulted in deferred
tax assets and liabilities at March 31, 2003 and 2002, were as follows:

Thousands of

Millions of Yen U.S. Dollars

2003 2002 2003
Deferred tax assets:
Allowance for doubtful accounts...... ¥1,119  ¥1,135 $§ 9,306
Pension and severance costs............ 3,816 3,229 31,745
Other non-current assets .... 1,881 1,826 15,653
(01137 ST SR 988 905 8,221
Total deferred tax assets............... 7,804 7,095 64,925
Deferred tax liabilities:
Unrealized gain on land revaluation... (434 (434 (3,614)
Net deferred tax assets .................. ¥7,370 ¥6,661 $61,311
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Reconciliations between the normal effective statutory tax rate for the years ended
March 31, 2003 and 2002 and the actual effective tax rate reflected in the
accompanying non-consolidated statements of income were as follows:

2003 2002
Normal effective statutory tax rate ..................... 35.0% 35.0%
Expenses not deductible for income
LAX PULPOSES ..ot 1.1 3.8
Investment tax Credits.......ocovvevivrvivininnians (4.0) (3.9
Other — net........... 0.8 0.0)
Actual effective tax rate 32.9% 34.3%

8. Lease

The Company leases certain automobiles and office equipment. Total lease
payments under the above leases for the years ended March 31, 2003 and 2002
were ¥549 million ($4,564 thousand) and ¥309 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 an “as if capitalized” basis for the years ended March 31,
2003 and 2002 were as follows:

Millions of Yen

General
As of March 31, 2003 facilities Other Total
ACQUISIEON COSE o ¥2,628 ¥29 ¥2,657
Accumulated depreciation .............. (916) 2 (928)
Net leased property.........ccoce.... ¥1,712 ¥17 ¥1,729
Millions of Yen
General
As of March 31, 2002 facilities Other Total
ACquiSItion COSE ......covvvviriiiiiiinne ¥2 634 ¥72 ¥2,706
Accumulated depreciation .............. (393) (G0 (443)
Net leased property................... ¥2,241 ¥22 ¥2,263

Thousands of U.S. Dollars

General
As of March 31, 2003 facilities Other Total
Acquisition cost ....... . $21,864 $243 $22,107
Accumulated depreciation .............. (7,616) (105) (7,721)
Net leased property..........co....... $14,248 $138 $14,386

Obligations under finance leases as of March 31, 2003 and 2002:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003
Due within one year ¥ 507 ¥ 547 $ 4,217
Due after one year ..o, 1,222 1,716 10,169
e ¥1,729  ¥2265  $14,386

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 ¥549 million (84,564 thousand) and ¥309 million for the
years ended March 31, 2003 and 2002, respectively.

9. Contingent liabilities
At March 31, 2003, the Company was contingently liable as a guarantor for loans
of a subsidiary in the amount of ¥5,803 million ($48,278 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
($16,639 thousand) as of March 31, 2003.
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10. Shareholders’ equity
Japanese companies are subject to the Japanese Commercial Code (the “Code”) to
which certain amendments became effective from October 1, 2001.

The Code was revised whereby common stock par value was eliminated
resulting in all shares being recorded with no par value and at least 50% of the
issue price of new shares is required to be recorded as common stock and the
remaining net proceeds as additional paid-in capital. The Code permits Japanese
companies, upon approval of the Board of Directors, to issue shares to existing
shareholders without consideration as a stock split. Such issuance of shares
generally does not give rise to changes within the shareholders’ accounts.

The revised Code also provides that an amount at least equal to 10% of the
aggregate amount of cash dividends and certain other appropriations of retained
earnings associated with cash outlays applicable to each period shall be
appropriated as a legal reserve until such reserve and additional paid-in capital
equals 25% of common stock. The amount of total additional paid-in capital and
legal reserve that exceeds 25% of the common stock may be available for
dividends by resolution of the shareholders. In addition, the Code permits the
transfer of a portion of additional paid-in capital and legal reserve to the common
stock by resolution of the Board of Directors.

The revised Code eliminated restrictions on the repurchase and use of treasury
stock allowing Japanese companies to repurchase treasury stock by a resolution of
the shareholders at the general shareholders’ meeting and dispose of such treasury
stock by resolution of the Board of Directors beginning April 1, 2002. The
repurchased amount of treasury stock cannot exceed the amount available for
future dividend plus amount of common stock, additional paid-in capital or legal
reserve to be reduced in the case where such reduction was resolved at the
general shareholders’ meeting.

The amount of retained earnings available for dividends under the Code was
¥56,034 million ($471,167 thousand) as of March 31, 2003 appropriation for a legal
reserve in connection with the cash payment, the Code imposes certain limitations
on the amount of retained 2003, based on the amount recorded in the parent
company’s general books of account. In addition to the provision that requires
earnings available for dividends.

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

11. Research and development costs

Research and development costs charged to income were ¥1,163 million ($9,672
thousand) and ¥1,171 million for the years ended March 31, 2003 and 2002,
respectively.

12. Related party transactions
The following is a summary of transactions and balances with subsidiaries and
affiliates for the years ended March 31, 2003 and 2002:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003
Transactions:
Construction cost and facilities ......... ¥16,412 ¥12534 $136,540
Repair and other operating expenses... 22,437 25,050 186,666
Balance of accounts:
Trade accounts payable .................. ¥ 3,372 ¥ 3907 $ 28,052
Accrued eXpenses ..o, 3,623 4,056 30,137

13. Subsequent event
The following appropriations of retained earnings at March 31, 2003 were
approved at the shareholders’ meeting held on June 27, 2003:

Thousands of

Millions of Yen ~ U.S. Dollars
Year-end cash dividends,
¥30 (25¢) per share ......cccoovvvivinnnnn. ¥455 $3,786
Bonuses to directors and
corporate auditors ..........occoerriiinnnns 84 702



Independent Auditors’ Report

Deloitte
Touche
Tohmatsu

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

Independent Auditors’ Report

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

We have audited the accompanying non-consolidated balance sheets of The Okinawa Electric Power Company,
Incorporated as of March 31, 2003 and 2002, and the related non-consolidated statements of income, shareholders’
equity, and cash flows for the years then ended, all expressed in Japanese yen. These non-consolidated financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
non-consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards, procedures and practices generally accepted and
applied in Japan. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the non-consolidated financial statements referred to above present fairly, in all material respects, the
financial position of The Okinawa Electric Power Company, Incorporated as of March 31, 2003 and 2002, and the
results of its operations for the years then ended in conformity with accounting principles and practices generally
accepted in Japan.

Our audits 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.

Delotte Tovche Tolmatre

June 27, 2003
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The Okinawa Electric Power Company, Incorporated and consolidated subsidiaries

Consolidated Five-Year Summary

Years ended March 31

Millions of Yen

Financial Statistics 2003 2002 2001 2000 1999

For the year:

OPErating TEVENUES ......cvovveriririririieieietetieeseeieisies et ¥145,072 Y¥152,714 ¥143797 ¥141,820 ¥136,319
BIECHIC ovvoooo oo 133,738 138568 133,945 131571 134,471
0111 ST 11,334 14,146 9852 10,249 1,848

OPErating EXPENSES ........ovovririvirsireiessiseiessieiesseesesseses e 128,038 133,827 126,562 120,298 115,684
ELECIIC 1., 117,456 120,842 117,033 108,891 113,494
0111 ST 10,582 12,985 9529 11,407 2,190

TNEETESE EXPENSE ...vvvveieieieietetetseeeeiesese ettt 8,195 8,986 9,746 9,720 10,442

Income before income taxes and minority interests................... 8,356 9,602 7,018 7,606 6,392

TNCOME TAKES ...ttt ettt 3,112 3,434 3,094 3,183 4,419

NEL INCOME ...t 5,121 5,845 3,537 4,263 1,973

Per share of common stock (Yen):

BasiC N INCOME .......covviiiiiiiiiiiice e 329.01 385.22 233.08 280.95 132.66
Cash dividends applicable to the year..........c.cccooovviiinnrninn, 60.00 60.00 60.00 50.00 50.00

At year-end:

TOAL ASSELS ...t ¥421,081 ¥426,206 ¥411,456 ¥392749  ¥344 581

Net property, plant and eqUIPMENT.............c.ooovevieieriererinenn. 372,062 377978 371,887 350,601 310,174

Long-term debt, less current maturities ...........c.coceevvvrvririererenennnn, 254,792 260,108 259,638 242,738 215,110

Total shareholders’ eqUity ..........ccocovviieiiiioiinieceee, 74,326 70,261 65,650 62,956 56,794

Operating Statistics 2003 2002 2001 2000 1999

For the year:

Electric energy sales (Millions of KWh) .........ccccccovvvviiniinnnn. 6,883 6,389 6,626 6,558 6,616

Peak load (Thousands of KW) .......c.cccccoevoviiiiiiiieeceeeeen 1,325 1,396 1,329 1,322 1,337

At year-end:

Generating capacity (Thousands of KW).........c.cccccovvvriiiiiiennnn 1,676 1,676 1,456 1,445 1,445

Transmission lines (KM) ...........cccocoovivoviiioriseeeeeeceeeeeen, 799 787 767 680 668

Distribution lines (Km) ..........c.cccoiiiiiiiiieeeeceeeee e, 10,372 10,329 10,109 9,911 9,772
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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, 159, Minami-Aoyama 1-chome,
Minato-ku, Tokyo 107-0062, Japan

Tel: 03-3796-7768

Established
May 15, 1972
Capital
¥7,586 million

Investor Information

Transfer Agent and Registrar
The Mitsubishi Trust & Banking Corporation
11-1, Nagata-cho 2-chome, Chiyoda-ku, Tokyo 100-8212, Japan

Securities Traded
Tokyo Stock Exchange, Fukuoka Stock Exchange

Common Stock Issued
15,172,921 shares

Number of Shareholders
6,999

Stock Price Range on the Tokyo Stock Exchange

Total Assets
¥395,260 million ¥
3,300

Number of Customers

770,704 (Includes users of both lighting and power) 3,000 I i

Number of Employees 2,700 I rH I I I I

1,502

2,400 H I 1 | I
(As of March 31, 2003)

Power Generation Facilities 2100 o H I I bl

Type of Number of Generating 1,800

Station Facilities Capacity [kW]

Steam 4 1.247.000 4567891011212345678910112123456789

Gas Turbine 3 276,000 2001 2002 2003

Internal Combustion 14 153,325

Total 21 1,676,325

Independent Certified Public Accountants

Tohmatsu & Co. (Deloitte Touche Tohmatsu for international work)

Consolidated Subsidiaries

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 91.7%
Okinawa Plant Kogyo Co., Inc. ¥32 million | Peripheral operations related to electric power business 89.9%
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%
The Okiden Global Systems ¥20 million | Information and telecommunications 100.0%
Company, Incorporated
Okiden Sekkei Co., Ltd. ¥40 million Construction 95.5%
Astel Okinawa Corp. ¥1,000 million | Information and telecommunications 65.2%
Okinawa New Energy ¥49 million | Construction 42.1%
Development Co., Inc.
Okinawa Telecommunication ins . ..
¥700 million | Information and telecommunications 43.9%

Network Co., Inc.
Okisetsubi Company, Limited ¥20 million | Construction 48.0%
First Riding Technology Co., Inc. ¥945 million Information and telecommunications 74.3%
Progressive Energy Corp. ¥100 million | Dispersed generating plant business 58.0%
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Board of Directors and Auditors

Hirokazu Nakaima
Chairman

Kazuhiro Nakada
Executive
Vice President

Chairman:
Hirokazu Nakaima

Executive Corporate Advisor:
Sojin Toyama

President:
Tsugiyoshi Toma

Executive Vice Presidents:
Kazuhiro Nakada
Yasushi Kayamoto
Shin Kadena

Sojin Toyama
Executive
Corporate Advisor

Tsugiyoshi Toma
President

Yasushi Kayamoto Shin Kadena
Executive Executive
Vice President Vice President
Managing Directors: Standing Auditors:
Hiroshi Teruya Choko Takamine
Ken Tamaki Hajime Ota
Denichiro Ishimine External Auditors:
Directors: Honshin Aharen
Akira Sakuma Katsuko Asato
Seiyu Ishikawa

Kunio Oroku

(As of June 27, 2003)

33



l The Okinawa Electric Power Company, Incorporated

Printed in Japan on recycled paper



