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Basic Data

Population

No. of Households
Area

Climate

Location
Prefectural GDP

Tourism Revenue

Bangkok

1,445,013

596,089

2,281 km?

Subtropical

26°12N 127°41E

¥4313.0billion

¥697 .9billion

<> 160 islands scattered over a sea area lying about 1,000 kilometers east and west and
about 400 kilometers north and south.

<{> Okinawa has attracted attention for its advantages and potentials.
» Geographical characteristics as being located in the center of East Asia.
 The highest birth rate in Japan.
* Rich nature and mild climate.

<> Making good use of such advantages and potentials, initiatives are underway
* Promotion of tourism.
« Clustering of international logistics industry.
Population, No. of Households as of April 1, 2019
Area as of October 1, 2018
Prefectural GDP as of Estimated results FY 2017

Tourism Revenue as of FY 2017
(Source: Okinawa Prefecture, Geographical Survey Institute )

B The Okinawa Electric Power Company (OEPC) supplies electricity to 38 inhabited islands including Okinawa main island.

B OEPC maintains 11 isolated systems that are not connected with the transmission lines of other power companies.

B OEPC has no nuclear and hydroelectric power plants and depends on fossil fuels for its power supply.

Established

Capital

Total assets

Employees

Security code

Service area

May 15, 1972

Generating facilities Steam-power generators

¥7,586 million

5 locations 1,629 thousand kW
(Qil 2 locations 375 thousand kW)

¥368.746 billion (Non-consolidated)
¥399.104 billion (Consolidated)

(Coal 2 locations 752 thousand kW)
(LNG 1 location 502 thousand kW)
Gas turbine generators

1,542 (Consolidated: 2,724)

5 locations 326 thousand kW
Internal-combustion power generators

9511

13 locations 190 thousand kW
Wind power generators

Okinawa Prefecture

5 locations 2 thousand kW
Total 2,147 thousand kW

(as of March 31, 2019)
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Mitsuru Omine Hiroyuki Motonaga
Chairman President

The Okinawa Electric Power Company Group (OEPC Group) advances a variety of initiatives with

the aim of creating new value as a comprehensive energy supplier through services supporting
both corporate and individual customers. We have emerged as a corporate group with a sense of
solidarity, growing and developing hand-in-hand with the community.

Within the electric power business, which forms the core of OEPC Group’s operations,
Okinawa'’s retail electricity market was fully liberalized in April 2016, as it was on mainland Japan,
ushering in an era of full-scale competition. The legally-mandated separation of power transmission
and distribution divisions from the power generation and retail divisions is scheduled to take effect
April 2020. This will ensure the neutrality of power transmission and distribution. OEPC is a “licensed
general power transmission and distribution operator,” which allows us to participate in both the retail
and production sides of the electricity business. Therefore, the company will maintain its integrated
power transmission and distribution structure even after the divisions separate.

It has been in this context that we formulated the OEPC Group Medium-Term Management Plan.
With this as our guide, the entire Group will come together to make a concerted effort as we boldly
embrace challenges toward realizing the corporate group that we aspire to be and achieving our
financial goals for FY2020 and FY2025.

While we anticipate a slowdown in demand for electricity as initiatives are advanced and greater
energy savings achieved, we expect new energy demand mainly from large-scale urban development
projects. As for our earnings, we are vigorously promoting all-electric options and the conversion to
natural gas, which reduces the carbon footprint, to meet heating demand in the prefecture. We are
also supplying optimal energy services as well as actively developing comprehensive energy services
that leverage our group strengths and capability to supply both electricity and gas. These and other
initiatives will increase sales. In addition, we will also actively work to discover new businesses and
new investment possibilities, and strengthen our investment in growth areas to further solidify our
revenue base and increase group profits.
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We will strive to further reinforce disaster prevention measures through the configuration of
facilities highly-resilient to earthquakes, tsunami and other natural disasters. Our business operations
will be conducted with a high awareness of disaster prevention to minimize any damage that might
occur by thoroughly managing our facilities, improving our groupwide recovery system that mobilizes
the entire group and partner companies to promptly restore service after typhoons, liaising with local
governments and disaster prevention agencies, and communicating information in a timely manner.

The entire electricity business has been striving to abate global warming through the achievement
of CO2 emission reduction targets. The OEPC Group is endeavoring to realize a low carbon society
through, among other measures, steady operation of the Yoshinoura Thermal Power Station which
uses liquefied natural gas, the most effective source for reducing CO2, as fuel.

In efforts to eliminate all accidents and damage from disasters, we are well aware that assuring
the safety of every person engaged in our business is our highest priority. Working together with
OEPC and partner companies, we will adhere strictly to our safety management policy and work
diligently to foster a safety culture as we fulfill our mission of ensuring a stable supply of energy.

We will also be thorough in our efforts to keep the number of working hours to an appropriate
level. This includes efforts to prevent situations where employees work for long periods at one
stretch. It is our goal to ensure both the mental and physical health of our employees and promote a
harmonious work-life balance.

Besides our activities in the electric power business, we will take advantage of market
opportunities offered by Okinawa Prefecture’s favorable economy. We will work to further increase
revenue by leveraging not only the strengths of OEPC companies but also our comprehensive
strengths that we have fostered over the course of our business operations in construction, real
estate and information technology, which are at the core of our comprehensive energy services.

Going forward, the OEPC Group will work as a cohesive unit to address various management
issues and thereby sustain growth and development.

Mitsuru Omine Hiroyuki Motonaga
Chairman President




Each member of OEPC Group is working diligently to
realize the Group’s overarching vision.

1. What we aim to be
The OEPC Group Vision sets out our vision for the
future, pledging to “design and propose new value
through services to support both corporate and
individual customers” through our core business as
a comprehensive energy supplier and to “become a
unified business group that grows and develops hand-
in-hand with the community.”

2. Basic Management Stance

e Strive to provide a stable supply of energy

¢ Meet the diverse needs of our customers and do our
utmost to enhance customer satisfaction

e Act as a responsible corporate citizen

e Value our staff and help them grow

¢ Achieve sustainable growth through proactive
business operations and development and continually
enhancing management efficiency

3. Our business fields
The core of the OEPC Group’s business development
will continue to be the provision of comprehensive
energy services, which we maximize through our
capability to supply both electricity and gas. Also, the
Group will steadily promote business activities in IT
services, construction, real estate and other sectors
where we are currently active as well as steadily
develop and grow new businesses with a particular
focus on increasing earnings from outside the OEPC
Group. In addition, we will aggressively move ahead in
a way that marshals our comprehensive strength and
makes fullest use of the assets of each business unit
in the development of former military base sites and
urban areas. Furthermore, we will consider business
development outside our region and overseas that
relates to our core comprehensive energy services and
leverages the OEPC Group’s strengths. We will seek to
create an optimal business portfolio for the Group to
achieve collaboration among business units and realize
sustainable development for each unit.

-
Comprehensive energy

. . s :
Our Business Fields )———— Construction, real estate,

services

Our aim for OPEC Group's core business,
which is our comprehensive energy services
combining the electric power business with
gas provision, energy services provider (ESP)
operations, renewable energy services and
other activities, is to offer optimal energy
services that meet society’s needs in terms of
economic efficiency, environmental concerns
and other commitments.

New businesses

The OPEC Group seeks to leverage our
strengths and take advantage of business
opportunities to develop and grow new
businesses.

Our aim is to create new value-added services
by integrating AL IoT and other IT
applications with services that our Group
companies currently provide.

businesses

AN

and related businesses

Providing a high value-added service that
precisely matches our customers’ needs.
Through proactive involvement in urban
development and addressing the needs of
PPP & PFI sponsored by public agencies, we
seek to provide services that leverage the
comprehensive strengths that our companies
can contribute.

PPP: Public Private Partnerships are cooperative
arrangements in which government and the
private sector offer public services.

PFI: Private Finance Initiatives are a way of utilizing
private sector financing and know-how to
provide public services on a private basis.

[T-related businesses
Expanding our earnings base through the
provision of solutions in the information

technology field
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The corporate mission of OEPC is spelled out in three

documents: our Fundamental Beliefs, in which we state
the ways that we seek to provide value to the community
as a whole; our Basic Management Stance, in which we
define the fundamental goals we must aim for in order to
realize our Fundamental Beliefs; and the Action Guidelines,
in which we explain the ways to conduct the work that
each employee of the Company is expected to follow.

Fundamental Beliefs

Basic Management Stance

Action Guidelines

1. Fundamental Beliefs

Become a major driving force behind the growth of the
Okinawan economy through the supply of energy (slogan:
Energise Okinawa)

At OEPC, we are motivated by a strong sense of
mission and pride in the capabilities of the Company

to work to support the livelihoods of our individual
customers and the economy of Okinawa Prefecture

as a whole. We intend to harness our passion and
creativity to help build a dynamic and forward-looking
community in Okinawa.

. Basic Management Stance

e Strive to provide a stable supply of energy

* Meet the diverse needs of our customers and do our
best to enhance customer satisfaction

e Act as a responsible corporate citizen

¢ Value our staff and help them grow

¢ Achieve sustainable growth through proactive business
operations development and continual management
efficiency enhancements

3. Action Guidelines

¢ Follow work procedures faithfully and swiftly

¢ Be proactively inventive, plan ideas carefully, and
execute them thoroughly

¢ Boldly take on difficult challenges

e Support one another to reach our common goals

e Always keep profitability in mind, and work daily to
achieve cost reductions

e Insatiably seek and acquire knowledge and skills, and
pass them on to others

¢ Uphold high ethical standards at all times

5 Okinawa Electric Power Company



Electricity

Production

Power consumption in
Okinawa Prefecture

Electric power consumption in Okinawa Prefecture in
FY2018 totaled approximately 7.6 billion kWh and peak
load (transmission end) was approximately 1,470,000kW,
marking a fourfold increase since FY1972 when OEPC was
founded. Long-term demand for electricity is anticipated
to grow at an average annual rate of 0.3% between
FY2017 and FY2028, reflecting an estimated increase in
the number of customers fueled by a larger population and
steady growth of the local economy.

View of Naha, capital of Okinawa Prefecture

OEPC recognizes that its core mission and the fundamental driving force behind
any electric utility is the stable supply of the power necessary to support people’s
lives and economic activity. On the premise of maintaining the supply of electric
power on a stable basis to meet future demand, the Company strikes a balance
between energy security, economic viability, and environmental concerns. With
these in mind, we are taking steps to upgrade and expand our power generation
and distribution facilities in an efficient and integrated manner.

Expansion of
power generation capacity

In Okinawa Prefecture, to which OEPC supplies electric
power, the development of hydroelectric and nuclear
power is beset with difficulties, including the constraints
caused by geography, topography and the scale of electric
power demand. Consequently, Okinawa has to rely on
fossil fuels as its electric power energy source. Previously,
OEPC had been sustaining the demand for electricity
mainly by using oil- and coalfired thermal power, but
added to these by commencing operations of the LNG-
fueled No. 1 and No. 2 generators at the Yoshinoura
Thermal Power Plant in 2012 and 2013, respectively. This
has diversified the fuels used to three types—oil, coal,
and LNG —and brought about an improvement in energy
security. Furthermore, OEPC has enhanced its efforts to
combat global warming by using LNG, which emits less
CQO2 than oil and coal.

| Power Generation by Fuel Type |

- ol ING il [ Reneweble energy.

other sources

100 | | ]

18 23(Target) 28 (Target)

Notes :« Including portion from other companies
- Estimated composition ratio for solar power generation facilities contracted as
of March 31,2019.
- Sum totals may not add up due to rounding
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Ensuring the Stable Supply-of High-Quality Energy

Electricity
Production

Our comprehensive network

At present, our company’s network of power transmission
lines connecting power plants with substations across
the main and remote islands, including overhead and
underground cables, measures about 1,200km (line
length). We operate some 140 substations, and the
length of our distribution line network (both overhead
and underground) connecting these substations with
customers is about 11,000km. Moving ahead, we

are continuing to build and develop transmission and
distribution networks that can cope with the region’s
growing demand and ensure reliable supply.

Transmission facility

Load dispatching center

At OEPC we draw up demand and supply operational
plans based on estimates of customers’ power needs,
and the amount of power generated is carefully controlled
around the clock to ensure an uninterrupted supply of high
quality electricity to our customers. Because electric power
cannot be stored, we have established a remote control
system for power load adjustment at power plants and
current adjustments at transformers and over transmission
lines, to precisely match power demand.

Load dispatching center

To deliver the electricity, which we generate, to our customers, it needs to pass
through transmission lines, substations, service lines and other distribution
equipment. By taking into account demand trends throughout the region and
reliability of supply, we have maintained and efficiently reinforced our distribution
system so as to ensure a stable supply of electric power in the future as well.

Construction, operation and
maintenance of distribution
facilities

Okinawa is constantly struck by typhoons. Therefore,

it is not uncommon for transmission and distribution
facilities to incur significant damage due to strong winds
and flying debris. Taking these regional characteristics

into consideration, OEPC’s transmission and distribution
operations draw on past data regarding damage and
blackouts to build robust facilities that are resilient to
natural disasters. In this manner, our company strives to
ensure stable supply across its broad prefecture-wide
transmission and distribution network. Through regular
power line patrols and inspections, we ensure that any
irregularities in our distribution facilities are discovered

at an early stage and swiftly repaired. In this manner, we
work to prevent any recurrence of incidents. Even in cases
where incidents cause power outages, we are able to
restore power quickly through an automated distribution
system operated from computers installed at each branch.

7 ‘ Okinawa Electric Power Company




Ensuring the Stable Supply of High-Quality Energy

Okinawa Prefecture comprises roughly 160 islands of various sizes interspersed
across an extensive sea area extending 1,000 km east to west and 400 km north
A_ll f()]_‘ the Beneﬁt to south. The prefecture lies at the southwest tip of Japan. OEPC is responsible
for supplying all of Okinawa Prefecture. Our mission is to deliver electricity to any
Of Oldnawa island no matter how small or how far away unless it is uninhabited.

Power supply facilities for
remote islands

A vast distance from mainland Japan, and
composed of multiple islands, Okinawa’s
geographical conditions form a major handicap
to the supply of electricity, the foundation of
modern society. We are committed to setting
up a generation and distribution network

that overcomes the difficulties presented by
supplies to remote islands.

In addition to the main island of Okinawa,
we have established independent internal
combustion power-generating facilities in 10
remote islands including Ishigaki and Miyako
islands. From these facilities, electricity is
supplied to neighboring smaller islands round-
the-clock using submarine cables.

During emergencies such as the failure
of regular supplies to remote islands, we use
transportable generator equipment to ensure a
stable supply of electricity.

Submarine power cables Ishigaki No. 2 Power Plant (diesel generator)

As a provider of vital services in Okinawa Prefecture, the Company had already
taken measures to minimize potential damage to power facilities.
We had rooted out causes of incidents and worked to make our operating

D 1saster environment “disaster-proof,” so we could quickly restore operations when
. disasters occur. However, the Great East Japan Earthquake heightened our
Readlness awareness of the importance of ensuring a stable supply of power come what may.

We now need to further reinforce our readiness.

The Company is updating emergency procedures for its facilities to cope with
major natural disasters, and carrying out practical and organizational re-inspections
in anticipation of every possible scenario, assuming various types of disaster.

General disaster drills prepare for major disasters

8 Okinawa Electric Power Company



Toward. Greater

Deployment of
finely tuned services

To respond to our customers’ need for reduced costs and
greater peace of mind and comfort in their daily lives, we
offer electric equipment and systems with contract options
optimized for customers’ particular lifestyles and patterns
of electricity usage.

A consulting session

u

By acutely sensing customer feedback, occasionally providing customers with
advisory notices, accurately and rapidly responding to diverse customer needs, and
working to provide services that satisfy our customers, the Company helps in the
creation of abundant and comfortable lifestyles and workplaces for its customers.

Satisfaction

Promoting growth in popularity
of all-electric homes

Technologies such as induction heating (IH) cookers, which
generate heat magnetically rather than with open flame,
and EcoCute water heaters, which use heat extracted
from the air to boil water, help increase the number of all-
electric homes every year.

As part of our efforts to convey how the power of
electricity can enrich and make customers’ lives more
comfortable, OEPC offers a range of affordable rate
plans to suit customers’ lifestyles. We are also working to
increase the popularity of all-electric homes through event
appearances and marketing campaigns as well as hands-
on IH experiences and appliance displays at KAERU PIA
NAHA, our interactive all-electric showroom.

Growth in Popularity of
All-Electric Homes (Cumulative)

45,000 — 43,438

40,000 [~
35,000 [~
30,000 [~
25,000 [~
20,000 [~
15,000
10,000

5,000

40,313 41,847

36994 38,385

I

I

I
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Toward Greater

mer Satisfaction

Providing households with
a new electricity rate type

Under the corporate slogan “With the community, for

the community,” we will always strive to be a company
that our customers choose with confidence, and toward
this end, we began offering the Good Value Plan, a new
electricity rate type for households, on June 1, 2018, that
gives customers a discount on power usage.

Summary of the Good Value Plan

The Good Value Plan is advantageous to customers in
many cases because all rates are set equal to or less
than meter rate lighting, a type of contract for general
residential-use electricity supply.

Currently, we are recommending this plan to
customers on meter rate lighting contracts who consume a
large amount of electricity due to an increase in consumer
electronics in the home or greater use of heating and
cooling equipment or due to the family structure — a two-
or three-generation household — where there is a higher
chance of people being at home during the day as well
as at night. We are also promoting this plan to customers
who are considering a new contract.

@® Good Value Plan Rate Structure

Same rates as those under
meter rate lighting plan
|

¥1.13/kWh lower than
meter rate lighting plan

- SNy

¥0.48/kWh lower than | \
meter rate lighting plan | |

fffffffff

Minimum charge

¥402.40 / month First-tier rate o
¥22.95/ kWh Third-tier rate

¥29.34/ kWh

Second-tier rate
¥28.01/kwWh

1 PkWh 120kWh 300kWh

T
Electricity rate

For our corporate customers

Provision of Specific Services for Business Customers
With optimal energy systems and affordable rate

plans tailored to suit our customers, we are able to
provide consulting services specific to each customer’s
perspective. We are striving to improve follow-up and raise
the level of customer satisfaction.

' =
A welfare facility kitchen that has introduced commercial
electrical equipment

Commercial electric kitchen seminar
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Toward Greater Customer Satisfaction

Meeting Diverse
Requirements

and diverse needs.

Comprehensive Energy Services

In addition to providing a stable supply of electric power,
the OEPC Group has started offering comprehensive
energy services to secure demand for both electricity and
natural gas. We have been proactively proposing solutions
for heating in the industrial and commercial sectors (air
conditioning, hot water supplies, kitchens and steam)
since 2015.

* OEPC Group’s Comprehensive Energy Services

Total
support for
energy utilization

Total support, from energy
diagnostics to financial
support, design and
construction

One-stop
services

Responding to all needs
relating to energy
utilization at
one stop

Best mix
systems

Proposing optimal
combinations of
electricity and
natural gas

®Energy-efficient

measures andfeffects]

®Financing
-Optimal subsidies
-Leasing plans

+ESP proposalsNetcy
Optimal system and effects PP

Financing proposals

OEPC examines technical aspects and financing

The energy market in Okinawa Prefecture is projected to experience an increase in
new energy demand due to extensive urban development of former military bases
and other lands, hotel construction to accommodate the ever-increasing number
of tourists, construction of large shopping complexes, and other factors. This will
mean more diverse and complex energy needs. Our aim is to be an energy services
provider that customers will select because we are able to meet their multifaceted

Gas Supply

As one facet of our comprehensive energy services,
via Progressive Energy Corporation, OEPC Group has
been marketing natural gas, which offers greater cost
performance, environmental friendliness, and safety
compared to heavy oil, LPG or other fuels.

We have set up systems for supplying natural gas
that are tailored to the customer’s location and level
of demand. Examples of such arrangements include
gas supply lines to gas retailers and customers near
Yoshinoura Thermal Power Station, truck deliveries of
liquid natural gas to customers in areas where supply lines
are not yet available, and gas supply lines from a natural
gas supply center on former military bases, industrial parks
and other such areas.

= k. _
Unloading operation at a natural gas supply center
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Toward Greater mer Satisfaction

Energy Services Provider (ESP)

Energy services providers are involved with customers’
business and operations, and retain the energy facilities
as well as process to supply energy specific to the
customer’s needs. The OEPC Group established Reliance
Energy Okinawa, an ESP company, to alleviate the burden
on our customers from high initial capital investment

for electricity, gas or other energies used, equipment
operation and maintenance, emergency response, and
other responsibilities.

e Service initiation: April 2020 (tentative)
e Total floor area: 19,000m?
e Building scale: 4 floors aboveground and 2 belowground

Sl . - - :
Example of ESP operation (LAB 4 at the Okinawa Institute of Science
and Technology Graduate University)

% Courtesy of OIST / Tougou

LAB 4 (lllustration of completed building)
% Courtesy of OIST

[Energy Services] _ E’:’\,‘)

Reliance Energy Okinawa

The Reliance Energy Okinawa, Inc.

Water-treatment
equipment

Electricity

| |
- -

generator Receiving and

[ | transforming facilities II“I“

Electricity, gas, ~
EIE I ONILII  Storage equipment
(cold water)/ battery
hot-water supply Co-generation Heat
(heated water),
steam, water

Energy-saving | Owns facilities, obviating initial Operational

Customer check investment for customers control
Energy Maintenance, Remote monitoring
procurement failure response for 24 hours

ESP lllustration
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Regional community services
development

OEPC pursues a number of initiatives aimed at assisting
the local economy, building the foundation for a thriving
industry, and promoting technological development
in Okinawa. Among these initiatives include making
proposals and providing support for industrial promotion
by liaising with business organizations inside and outside
of Okinawa, conducting collaborative research with
industry, government, academia, and the private sector,
providing support to strengthen the capabilities of these
organizations and dispatching Company staff to them.

OEPC also provides financial support to various
organizations such as social welfare organizations,
government and non-governmental bodies, local
government authorities that promote social welfare,
cultural activities, and sports.

In addition, the OKIDEN Group Volunteerism Mutual
Aid Organization, which is composed of employees of
OEPC and its affiliate companies, conducts community

cleanups, makes donations, and collects used stamps and

cards for charity.

OEPC donated Family House, for Community cleanup activity
accommodation of parents and other

relatives accompanying inpatients at

Prefectural Nanbu Medical Center /

OEPC has grown to its present status in parallel with the development of Okinawa
Prefecture with the invaluable support and cooperation of numerous local
community members. Under the corporate slogan “With the community, for the
community,” OEPC will continue its efforts to contribute to the development of the
local community by utilizing all its management resources, with the aim of being a
company that continuously grows in tandem with the people in Okinawa.

Okinawa Youth Science Work
Exhibition
OEPC has run the Okinawa Youth Science Exhibition since
1979 with the aim of stimulating interest in science among
students, promoting science education, and contributing
to the development of human resources in Okinawa. As of
FY2018, the event has been held 41 times.

In addition to acknowledging and displaying all
winning science projects at the venue, including those
for the Okinawa Governor’s Prize, the event offers poster
sessions by top prize recipients, corners where visitors can
challenge themselves in scientific experiments, hands-on
science experiment stage shows by teachers and science
classes. Such activities enable visitors to get close to
science and have fun in the process. Every year, the event
draws big crowds and garners lots of positive comments.

The venue for Okinawa Youth Soiece Work Exhibition

Nanbu Child Medical Center 13 | Okinawa Electric Power Company



Arts and cultural events

OEPC has been contributing to the promotion of the arts
and cultural activities in Okinawa. The Company supports
a variety of arts and cultural events. In addition, the
Company organizes the “Okiden Sugarhall Audition for
Debut Concert” and the “Okiden ‘Scenery of Light’ Digital
Photo Contest.”

W25E @ SETA
afi—-h—lFARRS

Award ceremony at the 24th Okiden Sugarhall Audition for Debut
Concert

11th “Okiden ‘Scenery of Light’ Digital Photo Contest” Winner

Sports

OEPC supports activities that promote and develop

sports in Okinawa through sponsorship and volunteer
involvement. These activities include sponsorship of such
sporting events as the Okiden Pennant Elementary School
Baseball Tournament, the Okiden Pennant Naginata
Tournament and the OEPC Autumn Open Team Table
Tennis Competition as well as sponsorship and a volunteer
presence at sporting events for people of all ages, such as
the Naha Marathon.

Okiden Pennant Naginata Tournament
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Promoting initiatives aimed at
protecting the global environment

To address the issue of global warming, OEPC participates
in the Electric Power Council for a Low Carbon Society
and strives to achieve the CO2 emission reduction target
set by the council for all members. We will work toward the
realization of a low-carbon society through various global
warming prevention measures available to us, including
stable operation of Yoshinoura Thermal Power Plant,
which uses LNG. This is the most effective means we have
to prevent global warming.

Wood-based
3 biomass
ik, .4 pellets

Wood-based biomass distribution oshinoura Thermal Power Plant

facility

Creation of a sustainable
resource-oriented society

We are keen to use limited natural
resources effectively and, seeking to build
a sustainable resource-oriented society,
we promote the 3R concept—reduce,
reuse, recycle—for industrial and general
waste generated by our operations and
play a role in the creation of a recycling-
oriented structure.

materials from the waste

Plant producing alternative

3
-

I

L

To ensure that future generations enjoy a rich and beautiful natural environment,
our goal is to reduce the burden that our operations have on the environment as
much as possible and promote various activities to achieve harmony between our
operations and the environment. In addition, everyone of our employees is highly
motivated and keen to contribute to the realization of a society underpinned by
sustainable development.

Promoting preservation of the
regional environment

To ensure that the islands of Okinawa retain their beautiful
natural environment for the enjoyment of generations

yet unborn, we make a special effort to protect the
countryside and shore lands in the vicinity of our power
plants, giving consideration to biodiversity.

When constructing power plants, we will conduct
environmental assessments in accordance with laws and
ordinances and, while continuing to take into consideration
the views of local residents as well as the local government
as a part of the process, will create a new power plant
that will harmonize smoothly with the natural surroundings
cherished by the community for many years to come.

We undertake a range of environment protection
measures to ensure that our activities do not impact the
surrounding environment, and we undertake environmental
monitoring studies.

In addition, we are taking the following measures to
improve the local environment: rigorous management of
chemical substances, such as PCBs and dioxins; greening
power plant sites; and testing out an initiative for “greening
of the sea” by planting coral and seaweed around our
power generation facilities.

Coral survey (Yoshinoura Thermal Power Plant)
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Green energy

Utilizing Renewable Energy
Sources

The OEPC Group is committed to introducing renewable
forms of energy such as solar and wind power. As of
March 31, 2018, our company had a total generation
capacity of 27,993 kW (including small hydroelectric
generators) from solar, wind and other types of renewables
throughout the prefecture including remote islands.

Ogimi Wind Power Generation
Demonstration Research Facility

In Ogimi Village, we constructed a demonstration research
facility that combines a wind power generation facility

with twin turbines (2,000 kW each) and a 4,500 kWh
storage battery. We have been accumulating data on
wind power generation output to ascertain the particular
output characteristics of this
technology.

Ogimi Wind Power Generation
Demonstration Research Facility

Solar power, wind power and other renewable forms of energy are considered clean, as
they do not emit CO2—a contributory factor to global warming—during power generation.
But these forms of energy present certain challenges, including low energy density,
unstable energy output due to high susceptibility to changes in weather conditions, and
high cost in generating power. OEPC is pursuing research aimed at expanding the use

of renewable energy. These efforts include verification tests aimed at ensuring a stable
supply of solar power which feeds output to power systems in large quantity.

Miyako Island Mega Solar Power
Demonstration Research Facility

Taking advantage of a project initiated by the Ministry
of Economy, Trade and Industry’s Agency for Natural
Resources and Energy to introduce and verify new energy
systems on remote islands to create independent power
systems, OEPC built the Miyako Island Mega Solar Power
Demonstration Research Facility, featuring a 4,000kW
solar power generation facility and 4,000kW sodium sulfur
battery storage system. The company confirmed that
sodium sulfur batteries are effective in maintaining a stable
solar power generation system.

OEPC wiill utilize the results of this research to provide
stable supply of electricity on Miyako Island.

N
Miyako Island Mega Solar Power Demonstration Research Facility
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community.

A Highly Capable Partner in
Energy Supply

Each company under the OEPC Group umbrella that
supports the supply of energy builds and repairs power
plants, transmission and distribution facilities, and facilities
related to the provision of gas, undertakes regular checks
and sells resources and equipment, such as transformers,
power distribution panels, cables and electric energy
meters. In addition, these companies are expanding
services for various public- and private-sector projects
where accumulated know-how and technical capabilities
can be applied to local industry and local communities.

'L\ ‘W
Gas turbine inspection at the Makiminato Thermal Power Plant:
Okinawa Plant Kogyo Co., Ltd.

Okiden Nago Building, OEPC’s new office building: Okiden Kaihatsu Co., Inc.
(Design: Okinawa Enetech Co., Inc.; Construction: Okidenko Co., Inc.)

While continuing to deploy its comprehensive energy services that supply electricity
and gas, the OEPC Group has been engaged in a wide range of business activities
by making use of its resources, including facilities, technologies and human
resources, with OEPC at the core.

The OEPC Group will continue utilizing its collective strengths for economic and
community development of Okinawa so as to retain the support and trust of the

OEPC Group’s International
Operations

The OEPC Group draws on technologies and know-how
accumulated through business operations and vigorously
supports technology related to the electricity business,
mainly in developing countries, as well as international
cooperation opportunities.

Contract Awarded for Project for Introduction of
Hybrid Power Generation System in the Pacific Island
Countries

OEPC and Okinawa Enetech Co., Inc. were jointly
awarded by the Japan International Cooperation Agency
(JICA) a contract for the Project for Introduction of Hybrid
Power Generation System in the Pacific Island Countries.
This project supports efficient operation of diesel power
generation equipment and renewable energy with the goal
of appropriately and economically operating, maintaining
and managing diesel power generation facilities and
stabilizing power grids. Through on-site training and other
assistance for local engineers, the project will transfer
technology to enable local technicians to appropriate
operate, maintain, and manage diesel power generation
facilities, which have not been adequately maintained, as
well as review methods
and processes for the
adoption of renewable
™ energies.

On-site training at the Yap Islands
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Contract Signed for Tiltable
Wind Power Turbine System for

Kingdom of Tonga

Progressive Energy Corporation, which is responsible for the
construction, maintenance and management of tiltable wind
turbine systems, along with trading company Nishizawa
Ltd., secured a contract from the Government of Japan to
develop a plan for installation of a wind power generation
system, an Official Development Assistance grant, for the Kingdom of Tonga. The contract was signed on January 27, 2018 with
Tonga Power Ltd. for delivery of five tiltable wind turbines. The work was completed and system delivered in June 2019.

OEPC Group Companies (As of March 31, 2018)

Tiltable wind turbine power plant

Group photo with local workers in

(275 kWx5 turbines) in Tonga Tonga

Company Name
Construction business
Okidenko Company, Limited

Established/Capital

June 12, 1968

Business Areas

Civil engineering, construction, electrical work, piping, electric telecommunications work,

¥130 million electric power system construction work, inspection and maintenance
Okinawa Enetech Company, Incorporated May 10, 1994 Sales of new energy electric power; Feasibility studies and design of electric power facilties,
¥40 million and supervision of construction; environmental surveys, odor measurement, soil quality

examination and land surveys

Okisetsubi Company, Limited

September 18, 1995
¥20 million

Installation of air conditioning, sanitation, electric water-heating equipment, EcoCute and
induction heaters (IH); sales and installation of LED light fixtures

Electric power supply and peripheral businesses
Okiden Kigyo Company, Limited

October 15, 1975

Construction of internal combustion power generation equipment, repair and consignment

¥43 million operations
Sales and maintenance of electrical equipment; full-service advertising agency, lease of
vehicles and property; maintenance of vehicles; agency business for non-life insurance
companies
Okinawa Plant Kogyo Company, Incorporated June 2, 1981 Operation of electrical machinery and facilities, etc. on commission; installation of electrical
¥32 million machinery and equipment
Okinawa Denki Kogyo Company, Incorporated December 23, 1971 | Repair of electrical measuring equipment and inspection agency work; sale of components
¥23 million for electrical facilities

Information and telecommunication business

The Okiden Global Systems Company, Incorporated | April 12, 1991 Computer systems design, construction, operation, and sales;
¥20 million sales, leasing, etc. of computers and peripheral equipment
First Riding Technology, Incorporated July 11, 2001 Internet data center business
¥450 million Internet solutions; call center business

Real estate business
Okiden Kaihatsu Company, Incorporated

April 26, 1989
¥50 million

Management, buying and selling, and leasing of real estate, aquaculture business,
construction, landscaping projects

Renewable development business
Okinawa New Energy Development Company, Incorporated

October 14, 1996
¥49 million

Sales of electricity from renewable energy sources Planning, survey and design of renewable
energy systems, Construction and maintenance of renewable energy facilities

Gas and Decentralized power business
Progressive Energy Corporation

August 23, 2001
¥100 million

Sales of natural gas and LNG

Construction and maintenance of tiltable wind turbine facilities

Installation, operation, and maintenance of private power generation systems, and support
services for energy saving

Energy service business
The Reliance Energy Okinawa, Incorporated

December 1, 2017
¥100 million

Energy services business
Sell, lease, install, operate and maintain equipment that contributes to efficient use of energy
and the environment

Other business
Quetech Company, Incorporated

March 30, 2001
¥3 million

Management consultant services, ISO certification support training
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Status of Corporate Governance

Overview of Corporate Governence

1. Basic Approach
Conducting its business in conformity with relevant laws and in an ethical
manner, the Company will deepen its relationships of trust with shareholders,
investors and customers through prompt and appropriate disclosure to ensure
that it remains the business group of choice for its community.

To this end, we are vigorously strengthening corporate governance
throughout the Group.

2. Overview of Corporate Governance Structure and Reasons for Adoption
Overview of Corporate Governance Structure

The Board of Directors, which meets twice a month in principle, decides
important matters relating to management of the company’s affairs, receives
status reports on operations from individual directors, and oversees the
performance of their duties. In addition, all five corporate auditors attend
meetings of the Board of Directors and offer opinions.

The Board of Executive Directors discusses essential issues relating to
management of operations under the President’s supervision and takes steps
to ensure that operations run smoothly. In principle, the Board of Executive
Directors meets two to three times per month where it also discusses important
business matters, including items to be submitted to the Board of Directors. Full-
time auditors are entitled to attend meetings of the Board of Executive Directors
and express their opinions.

The Board of Corporate Auditors, which meets once every two months
in principle, receives reports as well as discusses and renders decisions on
important audit-related matters. Auditors are responsible for auditing individual
director’s performance of their duties, which is done by attending board and
other important meetings.

The Nomination & Remuneration Committee is set up under the Board
of Directors as an advisory body on the nomination and remuneration of
directors. Independent outside directors are key members of this committee.
The committee deliberates matters relating to personal affairs and remuneration
of directors and, after taking into account the advice and counsel of committee
members, submits these to the Board of Directors.

Reasons for Adoption

Appointing four independent outside directors ensures that the workings of

the Board of Directors are fair and transparent and improves oversight of the
performance of duties by individual directors. Also, maintaining a team of five
auditors, including three independent outside corporate auditors, in conjunction
with the supervisory function of outside directors and the internal auditing
structure ensures effective corporate governance.

3. Other Matters Related to Corporate Governance

Establishing internal control systems

Internal control systems are established in accordance with the Group’s Basic
Policy Relating to System to Ensure Appropriate Business Processes. In addition,
the policy undergoes regular review.

Risk management

The Company formulated Guidelines for Risk Management and prepared
materials, including a response manual, based on regular identification, analysis
and evaluation of risk in each office and department, in its efforts to preempt risk
and deal quickly with it if it materializes. The Company has fully prepared itself for
the occurrence of risk events by compiling procedures for rapid implementation
of the guidance contained in two handbooks, one covering crisis management
measures and the other emergency and disaster measures. It has in place a
framework for responding rapidly to major disasters and accidents.

Compliance

We aim to raise and uphold compliance awareness by establishing in-house
regulations for legal and regulatory compliance and corporate ethics (Basic Code
of Corporate Conduct, and Ethical Code for Employees), and by holding regular
lectures on legal observance and corporate ethics.

We have established a Corporate Ethics Committee chaired by the
President and ensure rigorous standards of corporate conduct based on
observation of the law and corporate ethics standards. In addition to deliberating
and deciding on frameworks and internal regulations relating to legal observance
and corporate ethics, the committee works to prevent wrongful behavior and,
failing that, ensure early remedial measures are taken, after discussion of specific
instances as reported to the corporate ethics consultation counter.

Overview of Limited Liability Agreement Details

Pursuant to the provision stipulated under Article 427, Section 1 of Japan’s
Companies Act and its articles of incorporation, the Company has entered into
agreements with its outside directors and external auditors that limit liability for
compensation for damages under Article 423, Section 1 of Japan’s Companies
Act. The maximum amount of liability under such agreements is the amount

specified in Article 425, Section 1 of Japan’s Companies Act.

Number of Directors
Under the Company’s articles of incorporation, the maximum number of directors
is 15.

Conditions for Approval of the Appointment of Directors
The Company’s articles of incorporation stipulate to the effect that the
appointment of any director requires approval from a simple majority at a general
meeting of shareholders attended by at least one third of eligible shareholders
with voting rights.

The articles of incorporation also state to the effect that a director may not
be appointed via cumulative voting.

Resolutions of the Board of Directors That Do not Need Approval of a General

Meeting of Shareholders

(1) Purchase of own shares
Pursuant to Section 2 of Article 165 of the Companies Act, the Company’s
articles of incorporation allow for purchase of own shares through market
transactions by resolution of the Board of Directors. Such purchases ensure
flexibility in Company policies to maintain the number of shares outstanding at
an appropriate level.

(2) Approval for exemption of directors from liability
The Company’s articles of incorporation stipulate that, in accordance with the
provisions of Section 1 of Article 426 of the Companies Act, the Company
may, by a resolution of the Board of Directors, exempt directors and auditors
(including former directors and auditors) from the payment of compensation
for damages as stipulated under Section 1 of Article 423 of the Companies
Act, within relevant statutory and regulatory parameters.
These provisions are designed to ensure that directors’ and auditors’ liability
does not exceed reasonable bounds.

(3) Interim dividend
Based on Section 5 of Article 454 of the Companies Act, the articles of
incorporation of the Company provide for payment of an interim dividend
by resolution of the Board of Directors, with September 30 each year as the
base date, as a measure to ensure greater flexibility in distribution of profits to
shareholders.

Special Resolutions by the General Meeting of Shareholders
Based on Section 2, Article 309 of the Companies Act, the Company’s articles of
incorporation allow for special resolutions to be adopted by a two-thirds majority
at a general meeting of shareholders at which one-third of voting rights of eligible
shareholders are represented.

This relaxation of quorum requirements for approval of special resolutions
ensures smoother running of the general meeting of shareholders.

(Basic Policy Relating to System to Ensure Appropriate Business Processes)

1. System to ensure that the execution of business by directors complies with
laws and the Company’s articles of incorporation

(1) In addition to thoroughly stating legal compliance and the upholding of
corporate ethics in management policy and setting out internal rules and
regulations relating to legal compliance and the upholding of corporate
ethics (Standard Regulations on Corporate Behavior, Legal Compliance and
Ethics Rules for Directors, etc.), directors work to improve the levels of their
compliance awareness.

(2) Meeting in principle twice a month, the Board of Directors decides on
important matters as part of day-to-day operations and oversees directors
in the performance of their duties. At the times when Board of Directors’
meetings are held, plans are devised to activate deliberation by, for example,
providing the annual meeting schedule and meeting materials in advance as
well as ensuring an appropriate length of time for deliberation.

(8) The supervisory functions of meetings is enhanced by the receipt of
appropriate advice and suggestions from outside directors from standpoints
that are independent from that of the Company. As they are able to provide
appropriate advice, outside directors work to ensure that information
is exchanged, understanding shared and collaboration maintained by
exchanging opinions with directors and auditors.

(4) The Company has established a Corporate Ethics Committee chaired by the
President to work to thoroughly instill corporate behavior on the basis of legal
compliance and the upholding of corporate ethics. The Company has also set
up a corporate ethics consultation counter, which offers advice on corporate
ethics and receives reports on any violations of the law, and works to deter
malpractice.

(5) The Company has stipulated internal rules (Basic Code of Corporate Conduct,
Guidelines for Responses to Anti-Social Forces) with regard to the rejection
of approaches by anti-social forces and, maintaining no relationships at all
with anti-social forces, thoroughly ensures compliance by taking a resolute
attitude.
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2. System for storing and managing information relating to directors’ business
execution

Information such as documents relating to directors’ business execution is

appropriately stored and managed on the basis of internal rules (guidelines

covering document management, record management, the handling of electronic

information, and the management of important documents).

3. Rules and other systems regarding loss-related risk management

(1) Having established “Basic Guidelines on Risk Management” to manage risk in
an appropriate manner, the Company regularly undertakes the identification,
analysis, and assessment of the risk in each department, maintains response
manuals, and works on risk prevention and to respond rapidly on the
occasions risk does arise.

(2) Having established “Crisis Management Guidelines” and “Natural Disaster
Guidelines” to respond rapidly and appropriately to major disasters and
accidents, the Company maintains systems and response procedures in
preparation for any occurrence of risk.

4. System ensuring that directors’ execution of their duties is efficiently
conducted

(1) Having established rules on administrative authority and office organization,
the directors clarify each department’s authority and the authority of those in
charge.

(2) For directors to execute their duties in an efficient manner, the Company
established the Board of Executive Directors made up of the full-time
directors, the Management Measure Committee comprised of full-time
directors and auditors, and the Executive Board comprising full-time directors,
senior management and department heads where directors regularly consult
on essential matters relating to business operations.

(8) Defining quality as “quality of management,” directors work on effective
business management and continuous improvement based on quality
management systems that leverage techniques from ISO 9001, the
international quality management standard.

(4) Directors work to steadily achieve the fiscal year targets developed from fiscal
year management policies and a variety of plans by causing the fiscal year’s
management policies to become ingrained across the entire organization
and by each department and rank of human resource steadily fulfilling its
respective role.

5. System to ensure that the execution of business duties by employees
complies with laws and the Company’s articles of incorporation

(1) The Company works to maintain and improve awareness of compliance
by stipulating internal rules (Standard Regulations on Corporate Behavior,
Ethics Rules for Employees) relating to legal compliance and the upholding of
corporate ethics as well as by regularly holding lectures on legal compliance
and corporate ethics.

(2) The Internal Audit Department works to collaborate with auditors and
implement audits to ensure legal compliance and the upholding of corporate
ethics.

(8) The Company works to deter malpractice and planned for early rectification
by setting up a corporate ethics consultation counter, which offers advice
on corporate ethics and receives reports on any violations of the law. Cases
heard by the corporate ethics consultation counter are deliberated by the
Corporate Ethics Committee and responded to in an appropriate manner.

6. System to ensure appropriateness of business in the corporate group

(1) The Company stipulates Group management policy and promotes Group
management on a Groupwide basis.

(2) In addition to setting the OEPC Group Standards on Corporate Behavior, the
Company promotes the formulation of codes of ethics for each Group company
and thoroughly undertakes legal compliance for the Group as a whole.

(8) The Company works to ensure Groupwide legal compliance by offering advice
on corporate ethics and receiving reports on any violations of the law at Group
companies at the corporate ethics consultation counter.

(4) As regards the management of affiliate companies, the Company has set up
management divisions, stipulated affiliate company management guidelines
for important matters that will have a bearing on Group management, and
receives prior consultation or reports from affiliated companies.

(5) The gathering of information on business risk is undertaken by the holding
of regular meetings of the OEPC Group Chief Executive Conference that
comprises the presidents of the Company and each Group company.

(6) The Company and each Group company ensure the trustworthiness of their
financial reporting by maintaining and operating the essential and appropriate
internal control systems relating to financial reporting.

(7) The Internal Audit Department conducts internal audits of Group companies
on an as required basis.

7. In the event that auditors have requested that employees be assigned to assist
in their duties, the Company will assign full-time staff members and set up an

Auditors’ Office, independent from the directors, to act as an organization that
will assist the auditors in matters relating to such employees.

8. Matters regarding the independence of the employees in the preceding clause
from directors and ensuring the effectiveness of directions given to said
employees from auditors

(1) The Auditors’ Office staff perform their duties under the supervision of the
auditors.

(2) Directors and auditors will exchange opinions on personnel matters pertaining
to the Auditors’ Office staff.

9. System for directors and employees to report to the auditors and system for
reports to other auditors

(1) Directors and employees will submit major approval documents as well as
other important documents relating to business execution for perusal by the
auditors and offer explanations as required.

(2) In the event that auditors have requested reports, directors respond to those
requests at important meetings, such as of the Board of Directors or of the
Board of Executive Directors.

(3) In the event that auditors have requested reports, the directors and auditors
of the Company and all Group companies respond to those requests at
OEPC Group Chief Executive Conference and OEPC Group Auditors Liaison
Committee.

(4) Directors provide the auditors with information on important matters relating
to legal compliance and corporate ethics by having auditors attend Corporate
Ethics Committee meetings as observers and establishing in the Audit Office
the corporate ethics consultation counter, which can be used by all Company
and Group company personnel for matters relating to directors.

(5) Stipulating in the Rules Governing the Management of the Corporate Ethics
Consultation Counter that there must be no disadvantageous treatment for
anyone on the grounds of having submitted a report, directors work to protect
the identity of the said informant.

10.System to ensure that audits conducted by other auditors are conducted
effectively

(1) Having regular meetings with auditors, the representative director exchanges
views and deepens mutual understanding.

(2) Maintaining close cooperation with the auditors, the Internal Audit Department
works to effectively perform auditors’ audits.

(8) When an auditor has requested a prepayment or reimbursement of expenses
generated by the performance of those business duties, a director will
respond to the request, excluding cases in which the tasks performed by the
said auditor are regarded as not having been necessary.

Status of Directors

1. Status of Outside Directors

OEPC has four outside directors and three outside corporate auditors. In 2019,
the Company increased the number of outside directors from three to four, which
enhances the supervision and monitoring of management functions in the aim of
further strengthening corporate governance.

Outside director Akira Okada is representative director and president of the
ANA Strategic Research Institute Co., Ltd. and advisor to ANA Cargo, Inc. He
has managed companies in the same manner as OEPC through the creation of a
safety culture within the company and contributed to the region through business
development based in Okinawa as well as projects that revitalize the region. In
addition, he is a person of good character and keen insight who can be relied
upon to provide a broad range of advice and opinions from a global perspective
drawn from his wealth of experience.

Outside director Hideo Yuasa is representative director and president of
Okinawa Cellular Telephone Company. As the company'’s chief executive, he
has developed this community-oriented telecommunications carrier in Okinawa
and possesses extensive knowledge about the telecommunications sector. In
addition, he is a person of good character and keen insight who can be relied
upon to provide a broad range of advice and opinions from a global perspective
drawn from his wealth of experience.

QOutside director Tatsuki Yogi is representative director and president of
Daido Fire and Marine Insurance Co., Ltd. Through the insurance business, he
has been intimately involved in developing the regional economy and, from the
perspective of risk management, he has managed a company with a business
orientation similar to that of OEPC, which operates an infrastructure business.

In addition, he is a person of good character and keen insight who can be relied
upon to provide a broad range of advice and opinions drawn from his wealth of
experience accumulated in the insurance industry.

Outside director Seiko Nozaki is a licensed attorney. Despite her lack of
experience in corporate management other than serving as an outside officer,
she possesses a thorough knowledge of the Companies Act and corporate legal
affairs as well as other specialized knowledge that is beneficial to operation of
OEPC’s businesses. In addition, she is a person of good character and keen
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insight who can be relied upon to provide a broad range of advice and opinions
based upon her wealth of practical experience.

Outside corporate auditor Hikaru Aharen is a licensed attorney, whose
specialized knowledge and practical experience afford him the capability to
appropriately execute the duties of an outside corporate auditor. In addition, he is
a person of good character and keen insight who can be relied upon to conduct
audits from a neutral and objective perspective and contribute to ensuring the
integrity of management.

Outside corporate auditor Morihiko Kinjo is a university professor
specializing in economics, regional and cultural promotion, tourism, and other
areas. Despite his lack of involvement in corporate management, he possesses
a thorough knowledge of the field of economics and may be relied upon to
appropriately execute the duties of an outside corporate auditor. In addition, he is
a person of good character and keen insight who can be relied upon to conduct
audits from a neutral and objective perspective and contribute to ensuring the
integrity of management.

Outside corporate auditor Miwa Furusho is a certified public accountant and
public tax accountant. Despite her lack of involvement in corporate management,
she possesses expertise in financial affairs, accounting and related areas and
may be relied upon to appropriately execute the duties of an outside corporate
auditor. In addition, she is a person of good character and keen insight who can
be relied upon to conduct audits from a neutral and objective perspective and
contribute to ensuring the integrity of management.

Outside director Hideo Yuasa is representative director and president of
Okinawa Cellular Telephone Company, a company with which OEPC has a
business relationship relating to communications rates and in which OEPC has
a shareholding of less than 2%. Mr. Yuasa was an outside director of Okinawa
Telecommunication Network Co., Inc., an OEPC effiliate. Furthermore, he was a
director of that company during the previous five years.

Outside director Tatsuki Yogi is representative director and president of
Daido Fire and Marine Insurance Co., Ltd., a company with which OEPC has
a business relationship relating to insurance premiums and other matters. In
addition, OEPC holds less than 4% of the shares of Daido Fire and Marine
Insurance Co., Ltd.

No special relationships exist between OEPC and outside directors Akira
Okada and Seiko Nozaki.

No special relationships exist between OEPC and outside corporate
auditors Hikaru Aharen, Morihiko Kinjo or Miwa Furusho.

The Company has a standard in place with respect to the independence
of outside directors and outside corporate auditors. For there to be no likelihood
of any conflicts of interest arising, all outside directors and outside corporate
auditors are designated and reported as independent directors, thereby fulfilling
the criteria.

(Criteria in Respect of Independence of Outside Directors)

Determining that the Company’s outside directors and external auditors are

independent requires that they do not fall into any of the following categories:

1. A business operator whom the Company is a major client

2. A major client of the Company

3. A consultant, accounting expert or legal expert who is receiving large amounts
of money or other assets other than director remuneration from the Company

(if the recipient of those assets is an organization, such as a corporation or

association, also means a person belonging to that organization)

4. Someone to whom any of 1. through 3. above was applicable in the past year
5. Spouse and relatives within two degrees of kinship of anyone (excluding those
with little importance) listed in items (1) through (3) below

(1) Any person listed in items 1. through 4. above

(2) Anyone who executes business at a subsidiary of the Company (including
directors who do not execute business if they are outside corporate
auditors designated as independent officers)

(3) Anyone who, in the past year, has fallen under (2) above or executed
Company business (including directors who do not execute business if they
are outside corporate auditors designated as independent officers)

% 1. “A business operator whom the Company is a major client of” refers
to a business operator to whom OEPC or an OEPC subsidiary paid
2% or more of the business operator’s gross annual consolidated
sales during the most recent fiscal year.

% 2. “A major client of the Company” refers to a client who paid OPEC 2%
or more of the OEPC’s gross annual consolidated sales during the
most recent fiscal year.

% 3. “Receiving large amounts of monetary or other assets” refers to a
situation where the consultant, accounting expert or legal expert (or
an organization, such as a corporation or association, also meaning
a person belonging to that organization) has annually received \10
million or more in monetary or other assets based on an average over
the previous three fiscal years.

2. Mutual Coordination between Oversight and Audits by Outside Directors or
Auditors and the Internal Audits, Company Auditor Audits and Accounting
Audits, as well as the Relationship with Internal Control Division

Through their position on the Board of Directors, outside directors exercise

oversight over the duties of directors from an external perspective. Outside

corporate auditors coordinate information with financial auditors and the Internal

Audit Office to listen to and exchange opinions about audit plans, results and

other information.

Status of Audits

1. Status of Auditor’s Audits

In principle, the Board of Corporate Auditors, which consists of five auditors,
including three external auditors, meets once every two months. The Board
receives reports, discusses and decides on important audit-related matters
while working in conjunction with accounting auditors and internal auditing
departments.

Pursuant to audit policy and audit plans, auditors attend Board of
Directors’ sessions and other important meetings, regularly exchange opinions
with representative directors and external directors, conduct on-site audits of
departments, communicate and exchange information with directors and auditors
of subsidiaries, and employ other methods and means to audit the execution of
directors’ duties.

To provide an organization that assists auditors in their professional duties,
OEPC established the Auditors’ Office with seven full-time staff members
responsible for assisting auditors in their tasks and the secretariat’s duties for
meetings of the Board of Corporate Auditors.

The three outside corporate auditors comprise a licensed attorney,
university professor specializing in economics and other fields, as well as a
certified public accountant and public tax accountant. Therefore, they possess
extensive knowledge about financial affairs and accounting.

2. Status of Internal Audits

For internal auditing, OEPC established up the 15-member Internal Audit Office,
which reports directly to the President, to assess whether internal control systems
prescribed in accordance with the Companies Act and Financial Instruments
and Exchange Act function effectively. The Internal Audit Office checks on

the maintenance and operation of internal controls in every organization,

verifies the implementation of appropriate and effective business operations to
achieve management targets, and strives to conduct audits that add value to
management. In addition to reporting to the Board of Directors, the Internal Audit
Office submits reports to and exchanges opinions with auditors regarding audit
plans and results, while also coordinating information with accounting auditors.

3. Status of Accounting Audits

e Name of audit firm
Deloitte Touche Tohmatsu LLC

e Certified public accountants executing the audit
Kappei Isomata, designated limited liability partner
Akihiro Kido, designated limited liability partner
Seiji Hamamura, designated limited liability partner

e Composition of audit service assistants
The team assisting with auditing operations includes five certified public
accountants and four other personnel.

¢ Policy and Reasons for Selection of Audit Firm
The Board of Corporate Auditors reviews a range of matters that includes
whether any conflicts exist pursuant to the Companies Act, Certified Public
Accountants Act or other laws or regulations, the financial auditor’s auditing
quality and quality assurance, its independence and professional ethics as well
as its overall capabilities, after which the board selects the financial auditor.

e Evaluation of Financial Auditor by Board of Corporate Auditors and the
Corporate Auditors
Every year, in addition to considerations pertaining to selection of the financial
auditor, the Board of Corporate Auditors evaluates, through its coordination
with the financial auditor, the effectiveness and efficiency with which the audit is
conducted, report of the auditing results, audit fees and other matters relating
to the financial auditor.
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4. Compensation for Audits
(Compensation for Audits and Other Services Provided by Accounting Auditor)
 Details of compensation paid to certified public accountants and assistants
engaged in audits of the Company
(Millions of yen)

(lassification Previous Consolidated Fiscal Year Consolidated Fiscal Year in Review
Compensation for audit | Compensation for| Compensation for audit | Compensation for
certification duties | non-audit duties |  certification duties | non-audit duties
OEPC 50 0 50 0
Consolidated - - -
subsidiaries
Total 50 0 50 0

Details of non-audit services performed for OEPC
(Previous consolidated fiscal year)
Advice and guidance pertaining to internal controls for financial reporting.
Preparation of comfort letter as part of bond issue.
(Current consolidated fiscal year)
Preparation of comfort letter as part of bond issue.

* Remuneration paid to organizations belonging to the same network as the
certified public accountants and other accountants (Deloitte Tohmatsu Group)
(Previous consolidated fiscal year)
Any remuneration paid has been omitted due to its lack of significance.
(Current consolidated fiscal year)
Any remuneration paid has been omitted due to its lack of significance.

* Description of other remuneration based on audit and attestation services
No applicable items.

 Policy for determining audit fees
No applicable items.

* Reason for Board of Corporate Auditors consenting to remuneration and other
fees for the accounting auditors
The Board of Corporate Auditors agreed to the amount of remuneration and
other fees for accounting auditors based upon the Board’s verification and
consideration of the audit plan, accounting auditors’ performance of their duties
during accounting audits, basis for calculation of estimated remuneration,
and other factors that the Board found through the acquisition of necessary
materials and listening to reports from relevant internal departments and
accounting auditors.

Corporate Officers’ Compensation

1. Policy for calculation of executive remuneration and method of determination
Comprehensively considering such factors as the OEPC’s performance and
operating information as well as the business environment, OEPC determines the
amounts of director remuneration to be paid within the scope of the remuneration
limits approved by resolution of a general meeting of shareholders and in line with
each director’s responsibilities. Director’s bonuses are determined on a case-by-
case basis in line with individual responsibilities, pending approval by a general
meeting of shareholders, after taking into account factors such as the Company’s
performance.

The date on which the General Meeting of Shareholders passed its
resolution on the remuneration and other compensation for directors is June
29, 2006, amending the resolution to read that the amount of remuneration for
directors shall “not exceed ¥310 million” and setting a quorum at 14.

The date on which the General Meeting of Shareholders passed its
resolution on the remuneration and other compensation for corporate auditors is
June 29, 2016, amending the resolution to read that the amount of remuneration
for corporate auditors shall “not exceed ¥80 million” and setting a quorum at five.

In addition, from the standpoints of transparency and fairness, the
amount of remuneration and other compensation is determined by the Board of
Directors which takes into account the advice and counsel of the Nomination &
Remuneration Committee, mainly comprised of independent outside directors.

At its April 26, 2019 meeting, the Board of Directors took into account
deliberations conducted by the Nomination & Remuneration Committee meeting
of April 23, 2019 and resolved to adopt the proposal for remuneration and other
compensation for OEPC corporate officers this accounting year.

2. Total compensation paid to directors and auditors by position, total
compensation by type, and number of persons

Position Total Total Compensation Number
(¥ million) by Type (¥ million) of
Basic Bonuses | Persons
Compensation
Directors (excluding Outside Directors) 299 242 57 1"
Auditors (excluding External Auditors) 58 58 — 2
Outside Directors and External Auditors 30 30 — 6

Notes: In addition to the aforementioned, a total of ¥54 million in retirement
benefits, the system for which was discontinued at the 34th General
Meeting of Shareholders held on June 29, 2006, was paid to two
directors who retired as of the 47th General Meeting of Shareholders held
on June 27, 2019.

3. Significant portion of salary paid to directors who concurrently serve as employees

Total (¥ million) Number of Persons Details
49 4 Salary (including bonuses) as employees

Shareholdings

1. Standard and Approach to Classification of Investment Equities
For investment equities where the purpose of such holdings is other than purely
financial, OEPC focuses on “businesses that make OEPC Group’s operations run
smoothly” and “businesses instrumental in promoting the regional economy and
sustainably developing the regional society” and equities are held as a matter of
policy in cases where such retention is determined to contribute to enhancing
OEPC’s corporate value.

OEPC does not hold investment equities for purely financial purposes
and, if the company does so in the future, the standard and approach to such
investments will also be considered.

2. Investment equities for which the purpose of such holdings is other than purely financial

* Holding policy, method of verifying rationale for holding, and verification by the
Board of Directors and other bodies of the propriety of holding particular issues
Each year, the OEPC Board of Directors verifies the propriety of its holdings
by scrutinizing, from a mid- to long-term perspective, specific shares held
as a matter of policy to determine whether the purpose of such holdings is
appropriate as well as whether the benefits and risks consequent upon such
holdings are consistent with the capital cost.
The verification conducted for the current accounting year determined that all
stock issues contributed to increasing OEPC’s corporate value and confirmed
that they are valid.

* |ssues and balance sheet amounts

Number of security issues | Total balance sheet amount (¥ million)
Unlisted shares 33 2,045

Equity securities other 6 5214
than those not listed

(Issues for which the number of shares increased during the current period)
Reason for increase in shares

Number of | Total acquisition value of
security issues |increase in shares (¥ million)
Unlisted 1 20|Based on an assessment evaluating

shares feasibility of the business as
instrumental in promoting the local
economy and sustainably developing
the local community, OEPC's
investment was determined to be
reasonable.

(Issues for which the number of shares decreased during the current period)

Number of security issues |Total sale value of decrease in shares (¥ million)

Unlisted shares 2 999
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¢ Information about the number of shares for each issue of specified investment
shares, deemed holding shares, balance sheet amounts, etc.
Specified investment shares

Company Name | Current | Previous |Purpose for holding, quantitative effect of | Are
period period |holding, and reason for increase in number | OEPC
Number of |Number of |of shares shares
shares | shares held?
Balance | Balance
sheet sheet
amount | amount
(¥ million) | (¥ million)
The Bank of 592,800 592,800 The holding contributes to promotion of | Yes
Okinawa, Ltd. 2,042 2,661 |the local economy and OEPC's business
operations. An examination is conducted
to determine whether the purpose for
such holding is appropriate and whether
the benefits and risks attendant upon such
holding offset the capital cost.
Okinawa Cellular| ~ 472,000] 472,000 The holding contributes to promotion of No
Telephone 1,661 1,847/ the local economy and OEPC's business
Company operations. An examination is conducted
to determine whether the purpose for
such holding is appropriate and whether
the benefits and risks attendant upon such
holding offset the capital cost.
Bank of the 689,660 689,660| The holding contributes to promotion of No
Ryukyus, Ltd. 777 1,114/the local economy and OEPC's business
operations. An examination is conducted
to determine whether the purpose for
such holding is appropriate and whether
the benefits and risks attendant upon such
holding offset the capital cost.
SAN-A Co., Ltd. 86,400 86,400| The holding contributes to promotion of the | Yes
382 529|local economy. An examination is conducted
to determine whether the purpose for
such holding is appropriate and whether
the benefits and risks attendant upon such
holding offset the capital cost.
Mizuho Financial| 1,768,490| 1,768,490|The holding contributes to promotion of ~ |Yes
Group, Inc. 302 338|OEPC's business operations. An examination
is conducted to determine whether the
purpose for such holding is appropriate and
whether the benefits and risks attendant
upon such holding offset the capital cost.
KDDI 19,800 19,800/ The holding contributes to promotion of No
Corporation 47 53| OEPC's business operations. An examination

is conducted to determine whether the
purpose for such holding is appropriate and
whether the benefits and risks attendant
upon such holding offset the capital cost.

3. Investment shares whose purpose for such holding is net investment Not applicable.
No applicable items.
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FINANCIAL SECTION

Consolidated Five-Year Summary

The Okinawa Electric Power Company, Incorporated and its consolidated subsidiaries

Years Ended March 31 Millions of yen

Financial Statistics 2019 2018 2017 2016 2015

For the year:

Operating revenues ¥205,481 ¥196,134 ¥179,997 ¥182,265 ¥185,001

ElectriC. ..o, 193,431 186,080 170,675 173,046 177,184
(@)1 0= USSR PPR 12,049 10,053 9,322 9,218 7,816
Operating EXPENSES ...vvviiiiiiiiiie ittt e e 200,038 186,801 170,870 175,025 175,522
BIECHIC .ottt 188,567 177,393 162,078 166,232 168,273
OFNEI e 11,470 9,407 8,792 8,793 7,248
Interest expense 1,549 1,810 2,061 2,406 2,583
Income before income taxes and noncontrolling interests........ 5,220 8,381 7,521 5,229 7,638
INCOME TAXES ....ceiviitiee e e 1,367 1,978 1,896 1,521 2,610
Net income attributable to owners of the parent ..................... 3,751 6,273 5,517 3,647 4,943
Per share of common stock (Yen):
BasiC Nt iINCOME™ ......ocoiiiiiiiii e ¥ 7238 ¥ 117.60 ¥ 102.12 ¥ 67.50 ¥ 9147
Cash dividends applicable to the year™.............ccccveeeeiinnnn. 60.00 60.00 60.00 60.00 60.00
At year-end:
TOtAl BSSEES it iieiee ittt ¥399,104 ¥402,088 ¥400,237 ¥409,860 ¥421,824
Net property, plant and equipment ............ccociieiiiiiiee e, 325,259 330,559 337,292 345,579 354,197
Long-term debt, less current maturities ..........ccccovviiiieeniinnne, 163,680 149,975 151,380 157,364 170,524
TOtal BQUITY ...eeeieeieiie e 152,404 152,759 153,361 148,111 147,973
Years Ended March 31
Operating Statistics 2019 2018 2017 2016 2015
For the year:
Electric energy sales (Millions of KWh) .........ccccveveeiiiiiiineeiinnnn, 7,453 7,761 7,813 7,649 7,531
At year-end:
Generating capacity (Thousands of KW).........ccccceeiiiieeninnenne 2,147 2,148 2,153 2,155 2,136
Transmission INES (KM)......cooiiiiiiiiiiiie e 1,204 1,200 1,197 1,159 1,102
Distribution INES (KM)...eevvvrieiiee e 11,018 10,940 10,873 10,828 10,744

Notes: * A 1.5-for-1 stock split was effected on June 1, 2015. A 1.5-for-1 stock split was effected on June 1, 2016. A 1.1-for-1 stock split was effected on June 1, 2017.
A 1.25-for-1 stock split was effected on June 1, 2018. It is calculated on the assumption that these stock splits were conducted at the beginning of FY 2015(April 1,
2014).
** A 1.5-for 1 stock split was effected on June 1, 2015. A 1.5-for-1 stock split was effected on June 1, 2016. A 1.1-for-1 stock split was effected on June 1, 2017.
A 1.25-for-1 stock split was effected on June 1, 2018. However, the cash dividends per share information has not been restated to reflect these stock splits at each

fiscal year.
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Financial Review

Business Performance

In fiscal 2018, the fiscal year ended March 31, 2019, the
Okinawan economy experienced overall growth. This was largely
attributable to substantial growth in personal consumption,
tourism, and public investment in construction.

Under these circumstances, the Okinawa Electric Power
Company, Incorporated ( “OEPC”) recorded operating revenues
(sales) of ¥205,481 million on a consolidated basis, up ¥9,346
million (4.8%) compared with the previous fiscal year.

Operating expenses rose by ¥13,237million (7.1%) year on
year, to ¥200,038 million.

As a result, operating income fell by ¥3,890 million (41.7%)
compared with the previous fiscal year, to ¥5,443 million.

Income before income taxes and noncontrolling interests,
which includes other income and expenses, was down ¥3,160
million (37.7%) to ¥5,220 million. Net income attributable to
owners of parent for the period under review fell by ¥2,522 million
(40.2%), to ¥3,751 million.

Details of business performance by segment are as follows:

(Consolidated Basis)

1. Electric Power Business

Despite a drop in the total volume of electric power sold, operat-
ing revenues from the Electric Power Business rose by ¥7,884
million (4.2%) year on year, to ¥195,960 million due to the impact
of the fuel cost adjustment system.

Meanwhile, operating expenses rose by ¥11,538 million
(6.4%) year on year, to ¥192,453 million, as rising fuel costs and
purchases from other power companies offset the benefits of
lower depreciation and amortization, repair and maintenance
costs.

This resulted in a decrease in operating income of ¥3,653
million (51.0%), to ¥3,507 million.

Electric Energy Sales | |

Consolidated Operating Revenues | |

Consolidated Operating Income

(Million of kWh) (¥ Million) (¥ Million)
9,000 240,000 12,000
205,481

4614 4698 4698 4821 4gq 185001 182265 179007 0% 9479 9126 9333

6,000 ’ ? 160,000 8,000
_ = == — — = ——7239—— ——
5,443

3,000 80,000 B 4,000 |

2,917 2,953 3,115 3,140 2,960

0 0 0

2015 2016 2017 2018 2019 2015 2016
Lighting Power

2017 2018 2019 2015 2016 2017 2018 2019
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2. Other Operations
In other operations, revenues rose by ¥2,051 million (4.6%) year
on year, to ¥47,111 million due to increases in work orders for
private sector projects and the gas supply business. Meanwhile,
expenses rose by ¥2,264 million (5.3%) year on year, to ¥45,166
million.

This resulted in a decrease in operating income of ¥213 million
(9.9%) to ¥1,944 million.

Cash Flows

Cash flows from operating activities

Net cash from operating activities fell by ¥16,001 million (49.1%)
year on year, to ¥16,608 million, due largely to a decrease in trade
notes and accounts payable.

Cash flows from investing activities

Net cash used in investing activities increased by ¥2,170 million
(14.2%), to ¥17,408 million, due largely to an increase in payments
to purchase of property, plant and equipment.

Cash flows from financing activities
Net cash used in financing activities amounted to ¥778 million,
due largely to repayment of long-term debt.

As a result, cash and cash equivalents as of the end of the
year totaled ¥16,508 million, down by ¥1,578 million (8.7%)
compared with the end of the previous fiscal year.

Consolidated Net Income Attributable to Consolidated Total Assets | | Consolidated Equity
Owners of the Parent
(¥ Million) (¥ Million) (¥ Million)
9,000 600,000 240,000
6,273 421,824
B 5517 —— 400,000 | 409860 400237 402088 399104 160.000 147473 145,111 153361152759 152,404_
3,647 3,751
3,000 200,000 80,000 |
0 0 0
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
Consolidated Net Income per Share* | | Consolidated Return on Equity | | Consolidated Equity Ratio
(¥ (%) (%)
150.00 6.0 60.0
117.60 4
100.00 102.12 40 37 ‘ 40.0 359 38.1 377 37.8
9147 | 3.4 349 . i3
T— — & )
6750 72.38 ~ / 25 —
5000 | 20 d 200
0 0 00
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

Note: * A 1.5-for-1 stock split was effected on June 1,
2015. A 1.5-for-1 stock split was effected on June
1, 2016. A 1.1-for-1 stock split was effected on
June 1, 2017. A 1.25-for-1 stock split was effected
on June 1, 2018. It is calculated on the assumption
that these stock splits were conducted at the
beginning of FY 2015 (April 1,2014).
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Business and Other Risks

The following is a description of the various risks that could have
an impact on the business performance and financial position of
the OEPC Group (the “Group”). Statements of a forward-looking
nature contained in this report are based on the Group’s evalua-
tions as of the end of the fiscal year under review (consolidated
basis).

1. Changes to system for electric power business

Electric power system reform in Japan is in progress in three
steps, the first being the establishment of the Organization for
Cross-regional Coordination of Transmission Operators, followed
by the full liberalization of the electricity retail market, and then,
legal separation designed to neutralize the power/ distribution
sector, effective from April 2020. However, the Group will continue
to maintain its integrated power transmission system by being
positioned as an approved general power transmission and dis-
tribution business operator able to engage in the retail electricity
business and power generation business.

Nevertheless, the Group’s business performance could be
affected by national energy policy, system changes related to
electricity business in line with such policy, tougher environmental
regulations, and other trends.

2. Businesses other than the electricity business
To improve its enterprise value, the Group is leveraging its
management resources to expand its scope of operations and
develop new businesses. The Group currently engages in the
construction business, [T-related business, and real estate busi-
ness as well as in gas supply and renewable energy businesses.
Unfavorable competitive developments, or a change in the
operating environment surrounding these businesses, could have
an adverse effect on the business performance of the Group.

3. Power sale fluctuations

In its core Electric Power Business, the volumes of electricity sold
by the Group can be affected by climatic factors (temperatures,
typhoons, etc.), economic trends, developments in energy
conservation initiatives, competition dynamics, among others. The
potential, therefore, exists for the Group’s business performance
to be affected by these and related factors.

4. Fuel price fluctuations

In Group operations, we primarily use coal, oil, and LNG as
thermal fuel sources. Fuel costs fluctuate in tandem with changes
in fuel prices and foreign exchange rates.

We can minimize these impacts on our earnings through a
fuel cost adjustment system to ensure that changes in fuel prices
and foreign exchange rates are reflected in electricity charges.
Nevertheless, particularly large changes in fuel prices could
adversely affect our business and financial performance.

5. Financial market trends

The balance of the Group’s interest-bearing liabilities totaled
¥180.9 billion on March 31, 2019. Future changes in interest
rates on fund procurement brought about by such factors as
movements in market interest rates or changes in credit ratings
have the potential to impact the Group’s earnings performance.

However, as the interest rates are fixed for the majority of our
interest-bearing debt, the impact of interest rates on the Group’s
earnings performance is expected to be limited.

The Group’s retirement benefit costs and obligations are
calculated on the basis of actuarial prerequisites, such as dis-
count rates, and the long-term rates of return on pension assets.
Fluctuations in discount rates and investment yields have the
potential to affect the Group’s performance.

6. Special legal measures

To ensure a stable and adequate supply of electric power to
Okinawa, in accordance with the Law for Special Measures

to Promote Okinawa, OEPC benefit from special measures and
provisions that enable us to secure funds and facilitate other
aspects of our operations. Under the Okinawa Development
Finance Corporation (ODFC) Law, we receive preferential interest
rates from the ODFC, in line with the stipulations of the ODFC’s
business and service manual.

OEPC also benefits from various tax advantages (such as
reduced fixed property taxes and exemption from coal tariffs in
connection with coal and LNG). However, the savings achieved
through these special benefits are passed on to electricity
customers.

Any abolition of these measures and provisions could have a
significant impact on the Group’s business performance.

7. Natural disasters and accidents
To ensure the stable supply of electricity to customers, the Group
regularly conducts equipment inspections, improvements, and
repairs, striving to maintain and enhance equipment reliability.
However, the Group performance may be adversely affected
by major earthquakes, tsunamis, typhoons, and other natural
disasters, as well as equipment failures, malfunctions, and other
incidents.

8. Personal information leakage

The Group's performance may be adversely affected by problems
arising from a leakage of customers' personal information, includ-
ing specified personal information, that is acquired or managed
for operation of the Group's business, despite our best efforts to
prevent such an occurrence.

9. Conduct that violates corporate ethics

To maintain and improve awareness of compliance issues, the
Group implements activities related to legal compliance and
corporate ethics. But if social credibility were tarnished by actions
that violate corporate ethics, such as breaking the law, the
Group’s performance could be adversely affected.
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Consolidated Balance Sheet

The Okinawa Electric Power Company, Incorporated and its consolidated subsidiaries

March 31, 2019

Millions of yen

Thousands of

U.S. dollars (Note 1)

2019 2018 2019
Assets
Property, plant and equipment (Note 3):
UBIlIEY PIANTS 1ttt ¥965,901 ¥955,595 $8,702,597
Other plant and equipment (NOTE 5) ....viieiiiiiiiicie e 38,962 36,261 351,043
CONSEUCTION N DI Og S 1. ittt iiiitiettttie et s eeeeeestarebb e tesaeessesssrsrsrsnsaaaesesssssrsrsnnnsnnns 10,664 10,892 96,081
e 2 | PR STRR 1,015,527 1,002,749 9,149,722
Less:
Contributions in aid of construction (NOte 2(0)) ....ceevvvveiiieeiiiiiiieees e, (33,607) (33,496) (302,797)
Accumulated depreCiatioN ...... i it ee s et e s st e e s e s e e e s eeasane (656,660) (638,693) (5,916,393)
T Ot ettt e e (690,268) (672,190) (6,219,191)
Net property, plant aNd BQUIDMENT. .....uuuuiriiiiiiiiiiiiiieiieieieeeeaesesisieiesiiarsrsreeees 325,259 330,559 2,930,531
Investments and other assets:
Investment securities (NOtES 4 and 1) ....ueiiiiiiiiiiie e 7,856 9,389 70,784
Investments in and advances to unconsolidated subsidiaries and affiliated companies...... 1,853 1,721 16,698
Deferred tax assets (NOE 8)....ooiiiiiiiiiiiiie e 11,579 10,794 104,327
(@1 g1 TSIt £ TR 1,905 2,090 17,167
Allowance for dOUBfUl CCOUNTS .......uuiiiiiii ittt e st e e e s teee s ieeeessiibereeasanes (60) (60) (543)
Total investments and other 8SSEtS ... v 23,134 23,935 208,433
Current assets:
Cash and cash equivalents (NOte 11) .....crrrrrinncc e 16,508 18,086 148,738
Notes and accounts receivable (NOte 11) ..o 15,374 12,110 138,525
11YZ<T 0 (o TS U PUPPRPRN 13,826 10,206 124,576
OthEI CUIMTEBNT ASSEES ..uvviiiiiiii et 5,128 7,303 46,210
Allowance for dOUDTUl CCOUNTS .....ciiiiiiiiiiiiiiiiiiiieie e e e eeeeeeeeeeeeaasassssessiisnenenseeees (127) (113) (1,152)
TOTAl CUMENT ASSEES Luvuuiiiiiiiiiiiiiiiieie i e e e et etetieb i eeesaaaetessssssebansiesaeassessssesanes 50,711 47,593 456,898
O et ¥399,104 ¥402,088 $3,595,863
Liabilities and equity
Long-term liabilities:
Long-term debt, less current maturities (Notes 5 and 11) ...coooviiiiieiiiiice, ¥163,680 ¥149,975 $1,474,735
Lease obligations (NOTE D) .....eiieiiiiiiieeei et 22,632 24,077 203,911
Liability for retirement benefits (NOtE 7)......uvvveiiiiiii e 11,504 10,590 103,650
Other [oNg-term IalDilitieS ...ttt e et s e e s eerererereeeeeeeeas 1,656 2,760 14,924
Total long-term IabiliIES ......oiiiiiiiiiee i eeeeeeaeseeeaees 199,473 187,403 1,797,221
Current liabilities:
Current maturities of long-term debt (Notes 5 and 11).....cccoviviiiiiiiiiiiiieee 14,807 23,720 133,413
Short-term bank loans (Notes 6 and 11).....ccociiiiiiiiiie e 1,052 1,240 9,485
Commercial paper (NOteS 6 and 11).....ccoi i 3,000 4,000 27,029
Notes and accounts payable (NOte 1) ... 12,195 15,250 109,882
Income taxes payable (NOTE T1) .....uiii e 440 1,379 3,970
ACCIUEA BXPENSES ...eiiiiiieieeeeee e et e et e et e e e e e e e e e e e e e e e e s e s e s e s e s ie i raraaaeees 10,339 10,419 93,159
Other CUMENT HADIIIES ..ttt ettt e e s e e e s s eresreb b e seaassesessersrsanasaans 5,390 5,915 48,564
Total current ADIHIES .. ..vviie ettt e s e s e ee s ereeaaiies 47,226 61,926 425,505
Equity (Note 9):*
Common stock,
Authorized — 92,800,000 shares
Issued — 54,217,110 shares in 2019 and 2018 .....cceeviieiiiiiiiiiiiee e, 7,586 7,586 68,352
CaPITAl SUMDIUS ..ttt e e et e e e e st eeaeeeannes 7,218 7,212 65,035
RetaiNed BarMINGS .. .vviiiiiiiiie e 140,084 139,131 1,262,131
Treasury stock, at cost — 2,389,436 shares in 2019 and 2,383,693 shares in 2018... (5,238) (5,224) (47,194)
Accumulated other comprehensive income
Unrealized gain on available-for-sale securities ...........cccviiieiiiiiiiieen 1,928 2,962 17,373
Deferred (loss) gain on derivatives under hedge accounting.........ccccceeevviiveenennn. (12) 11 (113)
Defined retirement benefit Plans .....cvveiee e (561) (136) (5,061)
Lot RSP TRUPRPPP 151,004 151,543 1,360,525
NONCONEIOIING IO ESES. v ttttttiitiitee it ee e e e et e et et i st st e i bbb bbb e b e rerrrreeeeeesesaeaasasessaes 1,399 1,216 12,610
TOtAl BQUITY ettt ettt et e et e e e nrreeas 152,404 152,759 1,373,135
O ittt ¥399,104 ¥402,088 $3,595,863

See notes to consolidated financial statements.

Note: * A 1.1-for-1 stock split was effected on June 1, 2017. A 1.25-for-1 stock split was effected on June 1, 2018.
It is calculated on the assumption that these stock splits were conducted at the beginning of FY 2018(April 1, 2017).
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Consolidated Statement of Income

The Okinawa Electric Power Company, Incorporated and its consolidated subsidiaries

Thousands of

Millions of yen U.S. dollars (Note 1)
Year Ended March 31, 2019 2019 2018 2019
Operating revenues:
BB CTIC ..ottt ¥193,431 ¥186,080 $1,742,783
L 11 ST PPPPUR 12,049 10,053 108,563
Total OPErating FEVENUES .......vviiiiiiiiiiiiiiiiieie ettt aa e e 205,481 196,134 1,851,347
Operating expenses (Notes 7 and 10):
=Yoo SO P TS UP PRSP 188,567 177,393 1,698,956
(11 PP PPPPURR 11,470 9,407 103,349
Total OPErating EXPENSES ....vvvuiuiiiriiiiiiiiiiieit et a et aeaaa e 200,038 186,801 1,802,306
OPerating INCOME .........ooiiiiiii e 5,443 9,333 49,040
Other expenses:
[NTEIEST BXPENSE ©..iiiiiiiiiiiiitiet it a e e e 1,549 1,810 13,962
OENBI — NET....eii e e e (1,326) (858) (11,955)
NEE OtNEr BXPENSES ...cciiiiiii e 222 951 2,006
Income before iINCOME taXES ........cooovviiiiii e 5,220 8,381 47,033
Income taxes (Note 8):
CUITENT ettt e et e e e e ettt e e e e ettt e e e e e e ntereaeesannees 1,598 2,378 14,397
L =T =T P PP (230) (400) (2,073)
TOMAL et e e aa e 1,367 1,978 12,323
V= AT TeTo] 1 1 1=V 3,852 6,402 34,709
Net income attributable to noncontrolling interests.................c.ccoccviiine 100 128 908
Net income attributable to owners of the parent.............................ccccovvvviinnnnn, ¥ 3,751 ¥ 6,273 $ 33,800
Yen U.S. dollars
Per share of common stock (Note 2(k)):
BaSIC NET INCOME™ ...uiiiiiiie e ¥72.38 ¥117.60 $0.65
Cash dividends applicable t0 the year™...............cccccceiiiiiiii e 60.00 60.00 0.54

See notes to consolidated financial statements.
Notes: * A 1.1-for-1 stock split was effected on June 1, 2017. A 1.25-for-1 stock split was effected on June 1, 2018.
It is calculated on the assumption that these stock splits were conducted at the beginning of FY 2018 (April 1, 2017).
** A 1.25-for-1 stock split was effected on June 1, 2018.
However, the cash dividends per share information has not been restated to reflect this stock split at each fiscal year.

Consolidated Statement of Comprehensive Income

The Okinawa Electric Power Company, Incorporated and its consolidated subsidiaries

Thousands of

Millions of yen U.S. dollars (Note 1)

Year Ended March 31, 2019 2019 2018 2019
NEE INCOMIE. ...t ettt e e ¥3,852 ¥6,402 $34,709
Other comprehensive income (Note 13)

Unrealized (loss) gain on available-for-sale securities ..........cccooiiieiiiiiiiienie. (1,038) 258 (9,352)

Deferred (loss) gain on derivatives under hedge accounting ..........cccoovvvveeeeiiiinnn.. (24) 53 (218)

Defined retirement benefit plans ...... ..o (425) 33 (3,831)

Share of other comprehensive (loss) income in

an affiliate accounted for under the equity method...........cccccccovviiiiiiiiiiinncn. (1) 0 (12)

Total other comprehensive (I0SS) INCOME........uuuiiiiiiiiiiiiie e (1,488) 345 (13,414)
ComPrehensive INCOME ...............ooiiiiiiiiiii i ¥2,363 ¥6,748 $21,295
Total comprehensive income attributable to:

OWNEIS Of thE PAIBNT ......c.vieieieiee et ¥2,268 ¥6,618 $20,437

NONCONTTOIING INTEIESTS. ..ttt 95 129 857

See notes to consolidated financial statements.
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Consolidated Statement of Changes in Equity

The Okinawa Electric Power Company, Incorporated and its consolidated subsidiaries

Shares / Millions of yen

Common stock

Treasury stock

Retained
Year Ended March 31, 2019 Shares* Amount Capital surplus earnings Shares* Amount
Balance, April 1, 2017 ... 39,430,626 ¥7,586 ¥7,212 ¥135,332 136,906 ¥ (306)
SEOCK SPIIT. et eeeeeeeeeeeeeeeeeeeeeeeaeee 3,943,062 13,720
Net income attributable to owners of the parent ...........cccceoveiiiiiiiiici, 6,273
Cash dividends (2,475)
Purchase of treasury stock 1,756,956 (4,919)
Disposal Of treasury StOCK. ..........cciviiiiiiie i 0 (627) 1
Change in the parent's ownership interest due to transactions with noncontrolling interests... 0
Net change in the year
Balance, March 31, 2018 ... 43,373,688 ¥7,586 ¥7,212 ¥139,131 1,906,955 (¥5,224)
STOCK Pt 10,843,422 476,832
Net income attributable to owners of the parent ...........ccocceviii, 3,751
Cash dividends (2,798)
Purchase of treasury stock . 6,137 (14)
Disposal of treasury stock............ 0 (488) 1
Change in the parent's ownership interest due to transactions with noncontrolling interests... 5
Net change in the YEar.........oiiiiiiii e
Balance, March 31, 2019...........ccoiiiiiiiiiiii e 54,217,110 ¥7,586 ¥7,218 ¥140,084 2,389,436 ¥(5,238)
Shares / Millions of yen
Accumulated other comprehensive income
Unrealized gain (loss)  Deferred gain (loss)
on available-for-sale  on derivatives under  Defined retirement Noncontrolling Total
Year Ended March 31, 2019 securities hedge accounting benefit plans Total interests equity
Balance, April 1, 2017 ..o ¥2,703 ¥(41) ¥(169) ¥152,316 ¥1,044 ¥153,361
Stock split
Net income attributable to owners of the parent 6,273 6,273
CaSh AIVIAEBNAS ... (2,475) (2,475)
Purchase of treasury StOCK .......civiiiiiiiiiiii e (4,919) (4,919)
Disposal Of treasury STOCK........iiiiiiiiiiiii e 1 1
Change in the parent's ownership interest due to transactions with noncontrolling interests... 0 0
Net change in the YEar.........oiiiiiii s 258 53 33 344 171 516
Balance, March 31, 2018..............cooiiiiiii e ¥2,962 ¥11 (¥136) ¥151,543 ¥1,216 ¥152,759
Stock split
Net income attributable to owners of the parent . 3,751 3,751
Cash dividends (2,798) (2,798)
Purchase of treasury STOCK .........viviiiiiiieiice e (14) (14)
Disposal Of treasury StOCK. .........cuiiiiiiiiiieie e 1 1
Change in the parent's ownership interest due to transactions with noncontrolling interests... 5 5
Net change N the YEar.........cciiiiiii e (1,033) (24) (425) (1,483) 183 (1,299)
Balance, March 31, 2019...........cccccciiiiiiiiiii e ¥1,928 ¥(12) ¥(561) ¥151,004 ¥1,399 ¥152,404
Thousands of U.S. dollars (Note 1)
Accumulated other comprehensive income
Unrealized Deferred
gain (loss) on gain (loss) on
Common Capital Retained Treasury available-for-  derivatives under  Defined retirement Noncontrolling Total
stock surplus earnings stock sale securities  hedge accounting  benefit plans Total interests equity
Balance, March 31, 2018 $68,352 $64,986  $1,253,548  $(47,071)  $26,687 $104 $(1,229) $1,365,378  $10,956  $1,376,334
Net income attributable to
owners of the parent 33,800 33,800 33,800
Cash dividends . (25,217) (25,217) (25,217)
Purchase of treasury stock ... (132) (132) (132
Disposal of treasury stock..... 0 9 10 10
Change in the parent's ownership
interest due to transactions
with noncontrolling interests...... 49 49 49
Net change in the year. (9,313) (218) (3,831) (13,363) 1,653 (11,709)
Balance, March 31, 2019 $68,352 $65,035  $1,262,131 $(47,194)  $17,373 $(113) $(5,061) $1,360,525 $12,610 $1,373,135

See notes to consolidated financial statements.

Note: *A 1.1-for-1 stock split was effected on June 1, 2017. A 1.25-for-1 stock split was effected on June 1, 2018.
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Consolidated Statement of Cash Flows

The Okinawa Electric Power Company, Incorporated and its consolidated subsidiaries

Millions of yen

Thousands of

U.S. dollars (Note 1)

Year Ended March 31, 2019 2019 2018 2019
Operating activities:
INCOME DEfOre INCOME TAXES ... oo ¥ 5,220 ¥ 8,381 $ 47,033
Adjustments for:
INCOME tAXES PAI ... (2,603) (2,013) (23,456)
Depreciation and amortization ............uvieeiiiiiiiee e 23,239 24,153 209,380
Loss on disposal of property, plant and equipMENt.........cccvvveeeriiiiiie e 358 871 3,226
Changes in assets and liabilities:
Increase in notes and accounts receivable ... (3,226) (1,201) (29,068)
(Increase) decrease iN INVENTOMES........coiuviii e (3,225) 530 (29,064)
(Decreace) increase in notes and accounts payable .........ccccoceveeeeiiiiiinennn. (1,925) 2,543 (17,349)
Decrease ininterest payable ... (45) 37) 411)
Increase in liability for retirement BeNefits ..., 258 372 2,328
OFNBI — NEBL o (1,440) (989) (12,974)
Total aJUSTMENTS ...uiiiiiiiiiiiiiii s 11,388 24,229 102,609
Net cash provided by operating activities..........cccooiiiiiiiie 16,608 32,610 149,643
Investing activities:
Purchase of property, plant and equipmeNnt ... (20,557) (18,281) (185,222)
Proceeds from sale of property, plant and equipment..........ccccooviieiiineenn. 448 287 4,042
Payments for investments and advanCes..........cooovveiiiiiiiiiiiiec e 47) (27) (430)
Proceeds from sales of investment securities and collections of advances........ 1,026 506 9,248
OFNBE = NBL e 1,721 2,277 15,512
Net cash used in iNnvesting aCtiVItIES.........oovvviiiiiii e (17,408) (15,238) (156,850)
Financing activities:
Proceeds from issuance of DONAS .......oviiiiiiiiiiiiiiie e 9,966 9,966 89,793
Repayments Of DONGAS .....vviiiiiiic e (10,000) (15,000) (90,098)
Proceeds from 10Ng-term debt........c.uvviiiiiiiie e 16,879 10,746 152,083
Repayments of long-term debt...........ovviiiiiiiiic e (12,111) (12,271) (109,118)
Net (decreace) increase in short-term bank 10ans ..., (187) 100 (1,686)
Net (decreace) increase in commercial PaPEr.........cc.vveeeiiiiiieeeee e (1,000) 4,000 (9,009)
Purchase of treasury STOCK ........iiiiiiiiiii e (4,919)
(071 gl 1V To /=T ale STt oY= 11 RS RPPR (2,797) (2,472) (25,206)
DB — NBL e e (1,528) (1,560) (13,770)
Net cash used in financing activiies .........cococeviiiiiiii (778) (11,411) (7,013)
Net (decreace) increase in cash and cash equivalents .................ccccoccooiinnne (1,578) 5,960 (14,220)
Cash and cash equivalents, beginning of year...............ccccccoviiiiiiiiiii, 18,086 12,126 162,959
Cash and cash equivalents, end of year ..............c.cccooceiiiiiiiiiii e ¥16,508 ¥18,086 $148,738

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

The Okinawa Electric Power Company, Incorporated and its consolidated subsidiaries
Year Ended March 31, 2019

1. Basis of presenting consolidated financial statements
The accompanying consolidated financial statements have been prepared
from the consolidated financial statements that are issued for domestic
reporting purposes in accordance with the provisions set forth in the
Japanese Financial Instruments and Exchange Act, the Electricity
Business Act, and their related accounting regulations. The Okinawa
Electric Power Company, Incorporated (the "Company") and its consoli-
dated subsidiaries (collectively, the "Companies") maintain their accounts
and records in accordance with the provisions set forth in the Companies
Act of Japan (the “Companies Act”) and in conformity with accounting
principles generally accepted in Japan, which are different in certain
respects as to application and disclosure requirements of International
Financial Reporting Standards.

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 that is more familiar to readers outside Japan. In addition,
certain reclassifications have been made to the financial statements for
the year ended March 31, 2018, to conform to the classifications used in
the consolidated financial statements for the year ended March 31, 2019.

The consolidated financial statements are stated in Japanese yen, the
currency of the country in which the Company is incorporated and oper-
ates. The translations of Japanese yen amounts into U.S. dollar amounts
included herein are provided solely for the convenience of readers outside
Japan and are stated at the rate of ¥110.99 to $1, the approximate rate of
exchange on March 31, 2019. 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.

Amounts of less than one million yen have been rounded down, except
for per share data. Consequently, the totals shown in the accompanying
consolidated financial statements ( both in yen and in U.S. dollars ) do not
necessarily agree with the sums of the individual amounts.

2. Summary of significant accounting policies

(a) Consolidation

The consolidated financial statements as of March 31, 2019, include the
accounts of the Company and its 12 significant subsidiaries (12 in 2018).
Investment in one affiliated company (one in 2018) is accounted for by the
equity method. Under the control and influence concepts, 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 have 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 unrealized profits included in assets
resulting from transactions within the Companies are eliminated.

Consolidation of the remaining subsidiaries and the application of the
equity method to the remaining affiliates would not have a material effect
on the accompanying consolidated financial statements.

Investments in such unconsolidated subsidiaries and affiliated
companies are stated at cost.

(b) Property, plant and equipment
Property, plant and equipment are stated at cost. Contributions in aid of
construction are deducted from the cost of the related assets. Such
accounting treatment is required by the regulations described in Note 1.
Depreciation is principally computed using the declining-balance
method based on the estimated useful lives of the assets. Depreciation of
easements is computed using the straight-line method based on the
estimated useful lives of the transmission lines.

(c) Long-lived assets

The Companies review their long-lived assets for impairment whenever
events or changes in circumstance indicate the carrying amount of an
asset or asset group may not be recoverable. An impairment loss would
be recognized if the carrying amount of an asset or asset group exceeds
the sum of the undiscounted future cash flows expected to result from the
continued use and eventual disposition of the asset or asset group. The
impairment loss would be measured as the amount by which the carrying
amount of the asset exceeds its recoverable amount, which is the higher
of the discounted cash flows from the continued use and eventual
disposition of the asset or the net selling price at disposition.

(d) Investment securities
Investment securities are classified and accounted for, depending upon
management's intent, as follows:

i) marketable 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 and ii) nonmarketable
available-for-sale securities are stated at cost determined by the
moving-average method.

For other-than-temporary declines in fair value, investment securities
are reduced to net realizable value by a charge to income.

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

Cash equivalents include time deposits that mature or become due
within three months of the date of acquisition.

(f) Inventories
Inventories are stated at cost, based principally on the monthly average
method, or net selling value.

(9) Derivatives and hedging activities

The Company uses derivative financial instruments to manage its
exposures to fluctuations in foreign exchange. Foreign currency forward
contracts are utilized to reduce foreign currency exchange risk. The
Company does not enter into derivatives for trading or speculative
purposes.

For derivatives used for hedging purposes, if such derivatives qualify
for hedge accounting because of high correlation and effectiveness
between the hedging instruments and the hedged items, gains or losses
on derivatives are deferred until maturity of the hedged transactions.

The foreign currency forward contracts are utilized to hedge foreign
currency exposures. Trade payables denominated in foreign currencies
are translated at the contracted rates if the forward contracts qualify for
hedge accounting.

(h) Retirement and pension plans

The Company has a defined contribution pension plan, a funded defined
benefit pension plan, and an unfunded retirement benefit plan for
employees. Certain consolidated subsidiaries have funded defined benefit
pension plans. Other consolidated subsidiaries have unfunded retirement
benefit plans for employees.

The liability for retirement benefits is accounted for based on the
projected benefit obligations and plan assets at the balance sheet date.
The projected benefit obligations are attributed to periods on a benefit
formula basis. Actuarial gains and losses are amortized on a declining-bal-
ance basis over five years within the average remaining service period.

(i) Income taxes

The provision for income taxes is computed based on the pretax income
included in the consolidated statement 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.
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On February 16, 2018, the ASBJ issued ASBJ Statement No. 28,
"Partial Amendments to Accounting Standard for Tax Effect Accounting,”
which requires deferred tax assets and deferred tax liabilities to be
classified as investments and other assets and long-term liabilities,
respectively. Deferred tax assets were previously classified as current
assets and investments and other assets, and deferred tax liabilities were
previously classified as current liabilities and long-term liabilities under the
previous accounting standard.

The revised accounting standard is effective for annual periods
beginning on or after April 1, 2018. The Company retrospectively applied
the revised accounting standard effective April 1, 2018, and deferred tax
assets of ¥2,049 million which were previously classified as current assets
as of March 31, 2018, have been reclassified as investments and other
assets of ¥10,794, in the accompanying consolidated balance sheet.

(i) Stock and bond issuance costs
Stock and bond issuance costs are charged to income when paid or
incurred.

(k) 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. Diluted net income per share is not
disclosed because no latent shares were outstanding.

Cash dividends per share presented in the accompanying consolidat-
ed statement of income are dividends applicable to the respective years,
including dividends to be paid after the end of the year.

(INew Accounting Pronouncements

On March 30, 2018, the ASBJ issued ASBJ Statement No. 29, "Account-
ing Standard for Revenue Recognition," and ASBJ Guidance No. 30,
"Implementation Guidance on Accounting Standard for Revenue
Recognition. " The accounting standard and guidance establish the
principles that an entity applies when reporting information about revenue
arising from a contract with a customer.

The Company expects to apply the accounting standard and guidance
for annual periods beginning on or after April 1, 2021, and is in the
process of measuring the effects of applying the accounting standard and
guidance in future applicable periods.

3. Property, plant and equipment
The major classes of property, plant and equipment as of March 31, 2019
and 2018, consisted of the following:

Millions of yen
Contributions
Original in aid of Accumulated Carrying
As of March 31,2019 cost construction  depreciation value
Thermal power-generating
faCIlitIeS ...ovvverreeererrcireinns ¥ 466,534  ¥(16,604) ¥(331,391)  ¥118,538
Transmission facilities..... 164,094 (4,139) (109,313) 50,640
Transformation facilities 108,849 (1,505) (73,721) 33,623
Distribution facilities .............. 178,688 (3,209) (96,236) 79,242
General facilities.......coovvevnee 34,753 (6,195) (14,998) 13,559
Other electricity-related
faCIlities ...ovvveeereererererereirens 12,980 (538) (11,262) 1,179
Utility plantS......c.ceeveveeneennees 965,901 (32,193) (636,923) 296,784
Other plant and equipment.... 38,962 (1,198) (19,737) 18,026
Construction in progress........ 10,664 (215) 10,448
Totalveeeeeeereeres ¥1,015,527  ¥(33,607) ¥(656,660)  ¥325,259

Millions of yen
Contributions
Original in aid of Accumulated Carrying

As of March 31,2018 cost construction  depreciation value
Thermal power-generating

Vo 1 ¥ 465,854  ¥(16,709)  ¥(321,417)  ¥127,727
Transmission facilities............ 159,459 (3,991) (106,317) 49,150
Transformation facilities........ 107,977 (1,530) (72,256) 34,189
Distribution facilities 174,149 (8,122) (93,514) 77,513
General facilities 35,249 (6,198) (15,008) 14,041
Other electricity-related

faCIlitIeS ...ovveveereercrereirecines 12,906 (538) (11,103) 1,264
Utility plants.........cceeevreereennee 955,595 (32,091) (619,618) 303,886
Other plant and equipment.... 36,261 (1,128) (19,075) 16,057
Construction in progress........ 10,892 (276) 10,616

Lo ¥1,002,749  ¥(33,496)  ¥(638,693)  ¥330,559
Thousands of U.S. dollars
Contributions
Original in aid of Accumulated Carrying

As of March 31,2019 cost construction  depreciation value
Thermal power-generating

LT 11T $4,203,394  $(149,603) $(2,985,776) $1,068,014
Transmission facilities... 1,478,460 (37,298) (984,896) 456,265
Transformation facilities ........ 980,713 (13,560) (664,212) 302,940
Distribution facilities 1,609,950 (28,913) (867,072) 713,965
General facilities 313,121 (55,823) (135,132) 122,165
Other electricity-related

L1011 116,956 (4,855) (101,473) 10,627
Utility plantS.......c.eevereceneennne 8,702,597  (290,054)  (5,738,564) 2,673,978
Other plant and equipment.... 351,043 (10,802) (177,829) 162,412
Construction in progress........ 96,081 (1,940) 94,140

Total .o, $9,149,722  $(302,797) $(5,916,393) $2,930,531

4. Investment securities
The costs and aggregate fair values of investment securities at March 31,
2019 and 2018, were as follows:

Millions of yen
Unrealized Unrealized Fair
As of March 31,2019 Cost gains losses value
Securities classified as:
Available-for-sale:
Equity securities... ¥2,739 ¥3,103 ¥355 ¥5,486
(01017 GRS 398 116 281
Total .o ¥3,137 ¥3,103 ¥4T71 ¥5,768
Millions of yen
Unrealized Unrealized Fair
As of March 31, 2018 Cost gains losses value
Securities classified as:
Available-for-sale:
Equity securities........... ¥2,738 ¥4.176 ¥ 7 ¥6,908
Other .. 398 115 282
Total.cveeeresrerreriennns ¥3,137 ¥4176 ¥122 ¥7,191
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Thousands of U.S. dollars

Unrealized Unrealized Fair
As of March 31, 2019 Cost gains losses value
Securities classified as:
Available-for-sale:
Equity securities............. $24,678 $27,957 $3,200 $49,436
(01017 G 3,586 1,050 2,536
Total ..o $28,265 $27,957 $4,250 $51,973

Investment securities whose fair values cannot be reliably determined
are excluded from the preceding tables. The carrying amounts of such
investment securities were ¥2,087 million ($ 18,811 thousand) in 2019
and ¥2,197 million in 2018.

5. Long-term debt

Long-term debt as of March 31, 2019 and 2018, consisted of the following:

Thousands of
Millions of yen U.S. dollars
2019 2018 2019
Domestic bonds, 0.110% to 1.452% in 2019
and 0.110% to 1.719% in 2018, due serially
through 2028 ... ¥65000 ¥ 65000 $ 585,639
Loans from Okinawa Development Finance
Corporation, 0.100% to 2.100% in 2019
and 0.150% to 2.100% in 2018, due serially
through 2037........cooeeeereineieeiresereesseieene 102,413 102,495 922,728
Loans from banks, insurance companies, and
other sources, 0.150% to 1.950% in 2019
and 0.150% to 1.950% in 2018, due serially
through 2039 ... 9,447 4,597 85,121
Obligations under finance leases 24,259 25,680 218,572
201,120 197,773 1,812,059
(14,807)  (23,720) (133,413)
Long-term debt, less current maturities™......... ¥186,312 ¥174,052 $1,678,646

Note: * Long-term debt, less current maturities including lease obligations for the
years ended March 31, 2019 and 2018, were ¥22,632 million ($203,911
thousand) and ¥24,077 million, respectively.

All of the Company's assets are subject to certain statutory preferential
rights as collateral for bonds and loans from the Okinawa Development
Finance Corporation.

Certain assets of the consolidated subsidiaries, amounting to ¥4,850
million ($43,703 thousand), are pledged as collateral for a portion of the
long-term debt as of March 31, 2019.

The aggregate annual maturities of long-term debt outstanding as of
March 31, 2019, were as follows:

Thousands of

Years Ending March 31 Millions of yen U.S. dollars
2020 ... ¥ 14,807 $ 133,413
23,526 211,967

23,329 210,192

22,578 203,423

17,077 153,864

99,801 899,197

¥201,120 $1,812,059

6. Short-term borrowings

The weighted-average interest rates applicable to short-term bank loans
were 0.448% and 0.169% as of March 31, 2019 and 2018, respectively.
The weighted-average interest rate applicable to commercial paper were
(0.008)% and (0.026)% as of March 31, 2019 and 2018, respectively.

7. Retirement and pension plans

(@) The Company’s retirement benefit plans are as follows:

i) A cash balance pension plan based on the Defined-Benefit Corporate
Pension Law

i) A lump-sum retirement benefit plan

iy A defined contribution pension plan

In certain cases, the Company pays additional retirement benefits for
employees.

Consolidated subsidiaries have the plans of either i) or i) above and
calculate liabilities for retirement benefits by the simplified method.

(1) The changes in defined benefit obligation, excluding plans applying the
simplified method shown below, for the years ended March 31, 2019
and 2018, were as follows:

Thousands of
Millions of yen U.S. dollars
2019 2018 2019

Balance at beginning of year ¥18,297  ¥17,389 $164,859
Current service cost 1,102 1,067 9,930
Interest cost 61 76 557
Actuarial losses 456 255 4,113
Benefits paid (367) (491) (3,312)
Balance at end of year.. ¥19,550  ¥18,297 $176,148

(2) The changes in the net carrying amount of liabilities and assets for the
retirement benefits of plans applying the simplified method for the years
ended March 31, 2019 and 2018, were as follows:

Thousands of
Millions of yen U.S. dollars
2019 2018 2019

Balance at beginning of year..........ccccuveuenee ¥3,448 ¥3,390 $31,070
Periodic benefit costs 472 504 4,259
Benefits paid (262) (150) (2,368)
Contributions from the employer ............... (248) (295) (2,242)
Balance at end of year..........c.cccovuveveircinnnnee ¥3,409 ¥3,448 $30,719

(8) The changes in plan assets for the years ended March 31, 2019 and
2018, were as follows:

Thousands of
Millions of yen U.S. dollars
2019 2018 2019

Balance at beginning of year..........ccccoeeneunnee ¥14,401  ¥13,588 $129,758
Expected return on plan assets................ 278 265 2,512
Actuarial gains (I0SSES) ........oveveererenruerenes (198) 214 (1,789)
Contributions from the employer ............... 486 479 4,384
Benefits paid (266) (406) (2,401)
Others....... 105 260 953
Balance at end of year ¥14,808  ¥14,401 $133,419

* Others above comprises changes in plans applying the simplified method.
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(4) Reconciliation between the liability recorded in the consolidated
balance sheet and the balances of defined benefit obligation and plan
assets, including plans applying the simplified method, as of March 31,
2019 and 2018, was as follows:

Thousands of
Millions of yen U.S. dollars
2019 2018 2019
Funded defined benefit obligation.................. ¥18,201  ¥17,457 $163,994
Plan @SSBS ....cveeeveveereeeeeeeestesese e (14,808)  (14,401) (133,419)
3,393 3,055 30,575
Unfunded defined benefit obligation .............. 8,110 7,534 73,075
Net liability for defined benefit obligation ....... ¥11,504  ¥10,590 $103,650
Thousands of
Millions of yen U.S. dollars
2019 2018 2019
Liability for retirement benefits.............cccoeeene. ¥11,504  ¥10,590 $103,650
Net liability for defined benefit obligation ....... ¥11,504  ¥10,590 $103,650

(5) The components of net periodic benefit costs for the years ended
March 31, 2019 and 2018, were as follows:

(8) Plan assets as of March 31, 2019 and 2018
a. Components of plan assets
Plan assets consisted of the following:

2019 2018
Debt investments 20% 21%
Equity investments 18 20
General account 52 47
Others 10 12
01 OO 100% 100%

b. Method of determining the expected rate of return on plan assets
The expected rate of return on plan assets is determined considering
the long-term rates of return which are expected currently and in the
future from the various components of the plan assets.

(9) Assumptions used for the years ended March 31, 2019 and 2018, are
set forth as follows:

2019 2018
Discount rate.........ccreeereenneen. . Mainly0.2% Mainly0.3%
Expected rate of return on plan assets........... 2.5% 2.5%

(b) The required contribution to defined contribution plans by the
Company for the years ended March 31, 2019 and 2018, was ¥197

Thousands of i e ;
Milions of yen US. dollars million ($1,778 thousand) and ¥195 million, respectively.
2019 2018 2019

1C8 COStuuvvrrerereereereereeseseeresseeeans ¥1,102 ¥1,067 9,930
Current service cost 06 $ 8. Income taxes
INErESt COSE vvvvveverrcriereercree e 61 76 557 i . )
£ d | 278 265 2512 The Companies are subject to several taxes based on income and revenue.

xpectg return on. Plan ASSELS .. ( 69) (265) ( ’625) For the years ended March 31, 2019 and 2018, the aggregate normal

Recognized aCtUarial l0SSeS ....vvvvvves 8 effective statutory tax rates approximated 27.4% and 27.6%, respectively.
OthEIS vt 472 504 4,259 The significant components of deferred tax assets and liabilities as of
Net periodic benefit CostS.........o.rvurrrerrreennes ¥1,427 ¥1,469 $12,860

* Others above comprises costs in plans applying the simplified method.

(6) Amounts recognized in other comprehensive income (before income
tax effect) in respect of defined retirement benefit plans for the years
ended March 31, 2019 and 2018

Thousands of
Millions of yen U.S. dollars
2019 2018 2019
Actuarial gains (I0SSES).....ceurrermrrerrreessreernns ¥(585) ¥45 $5,277
Tl ¥(585) ¥45 $5,277

(7) Amounts recognized in accumulated other comprehensive income
(oefore income tax effect) in respect of defined retirement benefit plans
as of March 31, 2019 and 2018

March 31, 2019 and 2018, were as follows:

Thousands of
Millions of yen U.S. dollars
2019 2018 2019
Unrecognized actuarial 10SS€S ..........c.ceceeeenee ¥(773) ¥(188) $(6,971)
TOMAl oo ¥(773) ¥(188) $(6,971)

Thousands of
Millions of yen U.S. dollars
2019 2018 2019
Deferred tax assets:
Unrealized profit ..........coeevereereremernseernnenne ¥ 3729 ¥ 3775 $33,598
Liability for retirement benefits .. 3,347 3,097 30,158
2,753 2,533 24,805
827 608 7,454
2,470 2,664 22,259
13,127 12,678 118,275
Less: valuation allowance .... (422) (371) (3,803)
Total deferred tax assets ........cccvvvevneee. ¥12,705  ¥12,307 $114,471
Deferred tax liabilities:
Unrealized gain
on available-for-sale securities................ (730) (1,106) (6,580)
Unrealized gain on land revaluation.......... (282) (282) (2,540)
(0] S . (113) (123) (1,023)
Total deferred tax liabilities.................... ¥(1,125) ¥(1,512) $(10,144)
Net deferred tax assets ...........ccoceeeee.. ¥11,579  ¥10,794 $104,327
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A reconciliation between the normal effective statutory tax rate for the year
ended March 31, 2018 and the actual effective tax rate reflected in the
accompanying consolidated statements of income was as follows:

2018
Normal effective statutory tax rate ..o 27.6%
TaX CEAIL ...t (5.0
Difference in SUDSIAIANES’ taX FAe .....vvveereererrrrrrrereeeie e esessessesnenes 1.3
OHNEINEL oottt e (0.3)
Actual effeCtive taX At .....o.vveeeeeeereeie et 23.6%

As the difference between the normal effective statutory tax rate and the
actual effective tax rate reflected in the accompanying consolidated
statement of income for the year ended March 31, 2019 is not more than
5% of the normal effective statutory tax rate, a reconciliation has not been
disclosed.

9. Equity

Japanese companies are subject to the Companies Act. The Companies
Act requires that an amount equal to 10% of dividends must be appropri-
ated as a legal reserve (a component of retained earnings) or as additional
paid-in capital (a component of capital surplus) depending on the equity
account charged upon the payment of such dividends until the total of
aggregate amount of legal reserve and additional paid-in capital equals
25% of the common stock. Under the Companies Act, the total amount of
additional paid-in capital and legal reserve may be reversed without
limitation. The Companies Act also provides that common stock, legal
reserve, additional paid-in capital, other capital surplus, and retained
earnings can be transferred among the accounts within equity under
certain conditions upon resolution of the shareholders.

10. Research and development costs

Research and development costs charged to income were ¥584 million
($5,267 thousand) and ¥577 million for the years ended March 31, 2019
and 2018, respectively.

11. Financial instruments and related disclosures

(a) The Companies’ policy for financial instruments

The Companies use financial instruments, mainly long-term debt,
including loans and bonds, to raise funds required for capital investments
and repayments of liabilities. Short-term bank loans and commercial
paper are used to fund their ongoing operations.

(b) Nature and extent of risks arising from financial instruments
Investment securities, mainly equity securities issued by companies
related through business, are exposed to the risk of market price
fluctuations.

Receivables, such as trade notes and trade accounts, are exposed to
customer credit risk.

Loans at variable interest rates are exposed to market risks from
changes in variable interest rates. However, related interest rate fluctua-
tions have a minimal impact because most funds are raised at fixed
interest rates.

Payment terms of payables, such as trade notes and trade accounts,
generally are less than one year.

The Companies use foreign currency forward contracts and interest
rate swaps to manage their exposures to fluctuations in foreign exchange
and interest rates.

(c) Risk management for financial instruments

(1) Credit risk management
In accordance with electric power supply agreements and the like, the
Companies continuously manage the credit risk from receivables by
monitoring the payment terms and balances of each customer and
identifying the default risk of customers at an early stage.

(2) Market risk management (stock price, interest rate, and foreign
exchange risks)
The market risk of investment securities is managed by monitoring
market values and the financial position of issuers on a regular basis.

Derivative transactions have been made in accordance with internal

policies that regulate their authorization. Risk management policies are
set forth at the beginning of the fiscal year. Each derivative transaction
is reported to a financial and accounting officer monthly and reported
to the Board of Directors semiannually.

(8) Liquidity risk management for fund-raising
The Companies prepare and update their financial plans on a timely
basis and manage liquidity risk through the use of an overdraft line and
by acquiring a commitment line.

(d) Fair values of financial instruments
Fair values of financial instruments are based on quoted prices in active
markets. If a quoted price is not available, other rational valuation
techniques are used instead. Please see Note 12 for details related to fair
values for derivatives.
(1) Fair values of financial instruments
The carrying amounts and aggregate fair values of financial instruments
as of March 31, 2019 and 2018, were as follows:

Millions of yen
Carrying Fair Unrecognized
March 31, 2019 amount value loss
Investment securities:
Available-for-sale.........c.oouuineriiiinrirnens ¥ 5768 ¥ 5,768
Cash and cash equivalents ... 16,508 16,508
Notes and accounts receivable 15,374 15,374
0] T ¥ 37,651 ¥ 37,651
Long-term debt:
BONAS.....oeireeieeree e ¥ 65,000 ¥ 65,838 ¥ 838
LOANS ..o 111,861 115,580 3,719
Short-term bank [0anS.........ccccceevvevrvcrnnnen. 1,052 1,052
Commercial PAPET ......c.eereerreerernererereeinees 3,000 3,000
Notes and accounts payable..........c.c.cee... 12,195 12,195
440 440
¥193,550 ¥198,108 ¥4,558
DErvatiVes .........c..veeveeeeeeeeerreereeereeraans (¥17) (¥17)
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Millions of yen Because a part of loans at fixed interest rates are subjected to interest
Carrying Fair Unrecognized rate swaps that qualify for hedge accounting and meet specific matching
March 31, 2018 amount value loss criteria, the carrying amounts of the loans together with the interest rate
Investment securities: swaps approximate fair value.
Available-for-sale .........ooeuvereeneineenennns ¥ 7,191 ¥ 7191 .
Cash and cash equivalents.................... 18,086 18,086 i:g?r;lirrrnnebtizl;;os:;;zmmerc'a' Paper, notes and accounts payable,
Notes and accounts receivable................... 12,110 12,110 - i
TOtal oo ¥ 37388 ¥ 37,388 The carrying values of short-term bank loans, commercial paper, notes
and accounts payable, and income taxes payable approximate fair value
Long-term debt: because of their short maturities.
BONAS ..ot ¥ 65,000 ¥ 66,129 ¥ 1,129 Derivatives
107,092 110,668 3,575 Fair value information for derivatives is included in Note 12.
Short-term bank loans.... 1,240 1,240 (2) Carrying amount of financial instruments whose fair values cannot be
Commercial paper e 4,000 4,000 reliably determined
Notes and accounts payable............cc........ 15,250 15,250 Thousands of
Income taxes payable..... 1,379 1,379 Millions of yen U.S. dollars
Total ¥193,963 ¥198,667 ¥ 4704 2019 2018 2019
DErVAtIVES ......vvvririeris ¥ 16 ¥ 16 Investment securities:
Available-for-sale:
Thousands of U.S. dollars Unlisted equity securities..........cccc....... ¥2,087 ¥2,197 $18,811
Carrying Fair Unrecognized
March 31, 2018 amount value loss ¥2,087 ¥2197 $18,811
Investment securities:

AVailable-for-Sale ..o $ 51973  § 51,973 (e) Maturity analysis for financial assets with contractual maturities
Cash and cash equivalents...........c..oeeveenne. 148,738 148,738 Thousands of
Notes and accounts receivable.. 138,525 138,525 Millions of yen U.S. dollars

$ 339,236 $339,236 March 31,2018 Due in one year or less  Due in one year or less
Cash and cash equivalents ¥16,508 $148,738
Long-term debt: Notes and accounts receivable 15,374 138,525

Bonds ... $ 585638 § 593,193  $ 7,554 L P ¥31,883 $267,263

[0 [ R 1,007,849 1,041,362 33,513
Short-term bank 10ans..........ccccoevreerverrerennees 9,485 9,485
Commercial PAPEr...........oooooevvevveeerrssssseee 27,029 27,029 12. Derivatives
Notes and accounts payable.........c..c...cceeen. 109,882 109,882 The Company uses derivative financial instruments to manage its
Income taxes payable........coc.creeeernereeneens 3,970 3,970 exposures to fluctuations in foreign exchange. Foreign currency forward

TOtAl oo $1,743,856  $1,784,924 $41,068 contracts are utilized to reduce foreign currency exchange risk. The

DEMVALIVES w.oovevviiissssssesrrvssceeienenens ($155) ($155) Company does not hold or issue derivatives for trading or speculative

Investment securities whose fair values cannot be reliably determined are
excluded from the preceding tables.
Derivatives are stated at the net amount.

Investment securities

The fair values of investment securities are measured at the quoted
market price of the stock exchange for the equity securities. Fair value
information for investment securities by classification is included in Note 4.
Cash and cash equivalents and notes and accounts receivable

The carrying values of cash and cash equivalents and notes and accounts
receivable approximate fair value because of their short maturities.

Bonds

The fair values of bonds are mainly measured at the quoted market price.

Long-term loans
Because long-term loans at variable interest rates reflect short-term
movements in market interest rates, the carrying amounts approximate
fair value.

The fair values of loans at fixed interest rates are determined by dis-
counting the cash flows related to the loans at the Company’s assumed
corporate borrowing rate.

pUrposes.

Derivatives are subject to market risk, which is the exposure created
by potential fluctuations in market conditions, including foreign exchange.
Because the counterparties to those derivatives are limited to major
international financial institutions, the Company does not anticipate any
losses arising from credit risk.

Derivative transactions entered into by the Company have been made
in accordance with internal policies.
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Derivative transactions to which hedge accounting is applied

Millions of yen Thousands of U.S. dollars
Contract Contract
amount due amount due
As of March 31,2019 Hedged item  Contract amount  after one year Fair value Hedged item  Contract amount  after one year Fair value
Foreign currency forward contracts:
Buying EURO........cccoumrrinrinrineriirereiienenns Foreign Foreign
currency currency
transaction transaction
(forecasted (forecasted
transactions) ¥1,000 ¥502 ¥(17) transactions) $9,012 $4,527 $(151)
Millions of yen
Contract
amount due
As of March 31,2018 Hedgeditem  Contract amount  after one year Fair value
Foreign currency forward contracts:
Buying EURO......cccoiirinerineeineieeieienee Foreign
currency

transaction

(forecasted

transactions) ¥986 ¥493 ¥16

The fair value of derivative transactions is measured at the quoted price obtained from the financial institution.

The contract or notional amounts of derivatives which are shown in the tables above do not represent the amounts exchanged by the parties and do

not measure the Company’s exposure to credit or market risk.

13. Other comprehensive income
The components of other comprehensive income for the years ended March 31, 2019 and 2018, were as follows:

Thousands of
Millions of yen U.S. dollars
2019 2018 2019
Other comprehensive (loss) income:
Unrealized (loss) gain on available-for-sale securities
(Losses) gains arising during the Year......c...cccviirririesinsissisinns ¥(1,422) ¥ 364 $(12,819)
Reclassification adjustments to profit or loss
Amount before income tax effect (1,422) 364 (12,819)
384 (106) 3,466
TOl.o vttt s sttt ¥ (1,038) ¥ 258 $ (9,352)
Deferred (loss) gain on derivatives under hedge accounting
(LoSS€S) gaiNS AriSiNG AUING T YEAT ... vuuieuiesiiesermsseis s sses st ¥ (33 ¥ 73 $ (300
Amount before income tax effect (33) 73 (300)
9 (20) 82
TOTAl.. e eeese e seees e seeeeees st eSSt ¥ (24) ¥ 53 $ (218)
Defined retirement benefit plans
Losses arising during the year ¥ (40) $ (5,902)
Reclassification adjustments to profit or loss 69 86 625
Amount before income tax effect (585) 45 (5,277)
Income tax effect 160 (12) 1,446
TOl...vvoveeeveeeeeeveeeeeeeeeeseseseeeeeeeeseeesesessesessseseesssesaseeseseesssesseesasessenesssessseesssessesesseesenessesaseesesesseaeseeessen s aes e nnesenseeesaensenesanneens ¥ (425) ¥ 33 $ (3,831)
Share of other comprehensive (loss) income in an affiliate accounted for under the equity method
(Losses) gains arising during the year ¥ (1) ¥ 0 $ (12)
Total other comprehensive (l0ss) income... . ¥(1,488) ¥ 345 $(13,414)
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14. Segment information

(a) Description of reportable segments

The Companies’ reportable segments are those for which financial information is available and regular evaluation by the Company’s management is
performed in order to decide how resources are allocated among the Companies. The Company and its consolidated subsidiaries compose their own
business segments, respectively, and the “Electric” segment, which includes most of the Company’s business, is treated as a reported segment. The
“Electric” segment supplies electricity throughout Okinawa Prefecture.

(b) Methods of measurement for the amounts of sales, profit, assets, and other items for each reportable segment

The accounting policies of each reportable segment are consistent with those disclosed in Note 2, “Summary of Significant Accounting Policies.”
Segment profit is based on operating income. The same or similar general business conditions are applied to “Sales to external customers” and
“Intersegment sales or transfers.”

(c) Information about sales, profit, assets, and other items is as follows:

Millions of yen Thousands of U.S. dollars
Reportable Reportable
segment segment
2019 Electric Other Total Reconciliations Consolidated Electric Other Total Reconciliations Consolidated
Sales
Sales to external customers................ ¥193,565  ¥11,915  ¥205,481 ¥205,481 $1,743,992 $107,354 $1,851,347
Intersegment sales or transfers. . 2,394 35,195 37,590  ¥(37,590) 21,577 317,107 338,684 $(338,684)
TOtal oo ¥195960  ¥47,111  ¥243,071  ¥(37,590) ¥205,481 $1,765,570  $424,461 $2,190,032 $(338,684)
Segment profit ¥ 3507 ¥1944 ¥ 5451 ¥ 8 ¥ 5443 $§ 31600 $ 17515 $ 49,116 §$ (75)
Segment assets 368,746 49,045 417,792 (18,687) 399,104 3,322,343 441,892 3,764,236 (168,373)
Other:
DEPreciation ...........eeeererreeereeereeerneenns 22,899 1,222 24121 (882) 23,239 206,321 11,012 217,333 (7,953)
Increase in property, plant and
equipment and intangible assets....... 17,376 2,892 20,268 (840) 19,428 156,554 26,063 182,618 (7,573)
Millions of yen
Reportable
__segment
2018 Electric Other Total Reconciliations Consolidated
Sales
Sales to external customers................ ¥186,232 ¥ 9901  ¥196,134 ¥196,134
Intersegment sales or transfers........... 1,842 35,158 37,001  ¥(37,001)
Total oo ¥188,075  ¥45059  ¥233,135  ¥(37,001) ¥196,134
Segment profit ¥ 7160 ¥ 2157 ¥ 9318 ¥ 15 ¥ 9333
Segment assets.. 375,163 46,643 421,807 (19,718) 402,088
Other:
Depreciation ...........eweeeeeeeereeeereceneenns 23,810 1,204 25,015 (861) 24,153
Increase in property, plant and
equipment and intangible assets....... 16,859 2,256 19,116 (173) 18,942

Notes: 1. “Other” consists of construction, operation of electrical machinery and facilities on commission and others. Information of sales by regions is omitted, since the
Companies' sales to external customers in Japan accounted for more than 90% of the sales in the Consolidated Statements for the fiscal years ended March 31,
2019 and 2018.
2. Reconciliations of the segment profit and the segment assets are intersegment transaction eliminations.
3. Segment profit is adjusted to reflect operating income in the consolidated statements of income.

15. Subsequent event

The following appropriation of retained earnings at March 31, 2019, was approved at the Company's shareholders' meeting held on June 27, 2019:
Millions of yen Thousands of U.S. dollars

Year-end cash dividends, ¥30 (27¢) per share .......... ¥1,554 $14,008
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INDEPENDENT AUDITOR’S REPORT

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

We have audited the accompanying consolidated balance sheet of The Okinawa Electric Power
Company, Incorporated and its consolidated subsidiaries as of March 31, 2019, and the related
consolidated statements of income, comprehensive income, changes in equity, and cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory information,
all expressed in Japanese yen.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in Japan, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error.  In making those risk assessments, the auditor considers internal

control relevant to the entity’s preparation and fair presentation of the consolidated financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose

of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

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 its consolidated subsidiaries as of March 31, 2019, and the consolidated results of their operations
and their cash flows for the year then ended in accordance with accounting principles generally
accepted in Japan.

Convenience Translation

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

ubriibncbeobwetin L L C

June 28, 2019

Member of
Deloitte Touche Tohmatsu Limited
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Nonconsolidated Balance Sheet

The Okinawa Electric Power Company, Incorporated

Millions of yen

Thousands of
U.S. dollars*

March 31, 2019 (Unaudited) 2019 2018 2019
Assets
Property, plant and equipment:
Utility plant and eqUIDMENT.........ciiiii e ¥1,002,237 ¥991,275 $9,029,981
CONSHIUCTION 1N PIrOGIESS .. ittt 8,808 8,430 79,365
LI 2= | PPN 1,011,046 999,706 9,109,346
Less:
Contributions in aid of construction (32,446) (32,408) (292,333)
Accumulated depreciation (660,977) (642,997) (5,955,292)
I =L (693,423) (675,406) (6,247,625)
Net property, plant and eqQUIPMENT........c..iiiiiii e 317,622 324,300 2,861,720
Investments and other assets:
INVESTMENT SECUIMIES ... vttt e e e e e aes 7,259 8,701 65,410
Investments in and advances to subsidiaries and affiliated companies .................. 3,087 3,398 27,821
Deferred taX aSSEIS ...iui i 6,081 5,473 54,796
Other assets ......cooevvveiiiiiiiieiiee 1,718 1,957 15,479
Allowance for doubtful accounts (34) (34) (308)
Total investments and other assets 18,113 19,497 163,199
Current assets:
Cash and Cash EQUIVAIENTS .......cvuiiii e e e ae 7,379 10,221 66,488
Accounts receivable 12,373 9,897 111,479
[ L= = T T S U 0] o =TS 12,731 9,308 114,711
Other current assets 644 2,041 5,803
Allowance for doubtful accounts (117) (103) (1,059)
Total current assets 33,010 31,366 297,423
TOTAI e s ¥368,746 ¥375,163 $3,322,343
Liabilities and equity
Long-term liabilities:
Long-term debt, less current Maturities............ovviiiiiiiiciiiiii e ¥158,836 ¥146,675 $1,431,086
Lease ODlIGAtIONS ........iiiii e 22,651 23,856 204,090
Liability for retirement benefits 7,320 6,954 65,959
Other long-term liabilities.................. 1,708 2,903 15,394
Total long-term liabilities 190,517 180,388 1,716,530
Current liabilities:
Current maturities of long-term debt .........coiiiiiiiiii 14,068 23,130 126,754
ShOrt-terM DOIMOWINGS ...t 1,000
(@7 aaaal=Tg el t=1 I 0= o LT PN 3,000 4,000 27,029
Accounts payable ........ 9,122 12,012 82,194
Income taxes payable .. 50 952 453
Accrued expenses. ....... 12,264 12,820 110,497
Other current IabIlitIES .........iiiii e 4,494 4,852 40,497
Total current IabIlItIES ... ... 43,000 58,767 387,427
Equity:*
Common stock,
Authorized — 92,800,000 shares
Issued — 54,217,110 shares in 2019 and 2018 .......ccoeviiiiiiiii i 7,586 7,586 68,352
Capital surplus:
Additional paid-in CapItal........c.uiiiiii 7,142 7,141 64,348
Retained earnings:
LAl MBSEIVE ...t et 964 964 8,694
UNQPPIOPHAIEA ...t 122,849 122,614 1,106,855
Unrealized gain on available-for-sale seCurities...........oooiiiiiiiiiiiii e 1,935 2,912 17,442
Deferred (loss) gain on derivatives under hedge accounting .........ccevvvvneeineiinneennnns 12 11 (113)
Treasury stock, at cost 2,389,436 shares in 2019 and 2,383,693 shares in 2018 (5,238) (5,224) (47,194)
Total equity ... 135,228 136,006 1,218,385
LI =S ¥368,746 ¥375,163 $3,322,343

Notes: * The translations of Japanese yen amounts into U.S. dollar amounts have been made at the rate of ¥110.99 to $1,

the approximate rate of exchange as of March 31, 2019.

** A 1.1-for-1 stock split was effected on June 1, 2017. A 1.25-for-1 stock split was effected on June 1, 2018.
It is calculated on the assumption that these stock splits were conducted at the beginning of FY 2018 (April 1, 2017).
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Nonconsolidated Statement of Income

The Okinawa Electric Power Company, Incorporated

Millions of yen

Thousands of
U.S. dollars*

Year Ended March 31, 2019 (Unaudited) 2019 2018 2019
OPErating rEVENUES .............cooiiiiiiii it ¥195,960 ¥188,075 $1,765,570
Operating expenses:
PEISONNEL ... . 17,692 17,251 159,410
[T 54,070 45,609 487,163
PUICNASEA POWET ... et bra e e e 32,732 29,335 294,911
DEPrECIALION. ..ttt 22,717 23,584 204,683
Repairs and MainteNaNCEe. ... ..uvvviiiiiiiiii e 18,992 19,717 171,115
Taxes other than INCOMEB TAXES .......cvveiiiii e 7,238 6,958 65,221
39,008 38,458 351,461
192,453 180,915 1,733,969
OPErating INCOMIE ...........uiiiiiiii e 3,507 7,160 31,600
Other income (expenses):
Interest and diVIENd INCOME .......iiiiii e 587 539 5,297
INTEIEST EXPENSE ...ttt e e e e (1,518) (1,782) (13,681)
(@1 = R o 1= T 1,117 404 10,065
NET OTNEr BXPENSES ...vvviiieieiiiiit e 186 (838) 1,682
Income before iNCOME taXes ...........coviiiiiiiiii 3,694 6,322 33,282
Income taxes:
(U7 o | PR 903 1,695 8,137
) (< g =Yo PRI (243) (879) (2,196)
Lo 7= RPN 659 1,216 5,941
[N =Y BT oTo Y1 4 L= TR ¥ 3,034 ¥ 5106 $ 27,341
Yen U.S. dollars

Per share of common stock
BasiC NEL INCOMIB ™ ... e aeaans ¥58.55 ¥95.71

Cash dividends applicable 1o the year™ ..........ccciiiii e 60.00 60.00

$0.52
0.54

Notes: * The translations of Japanese yen amounts into U.S. dollar amounts have been made at the rate of ¥110.99 to $1, the approximate rate of exchange at March 31,

2019.

** A 1.1-for-1 stock split was effected on June 1, 2017. A 1.25-for-1 stock split was effected on June 1, 2018. It is calculated on the assumption that these stock

splits were conducted at the beginning of FY 2018 (April 1, 2017).

* A 1.25-for-1 stock split was effected on June 1, 2018. However, the cash dividends per share information has not been restated to reflect this stock split at each

fiscal year.
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