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In this presentation, the term “Fiscal Year 2003” describes the period which ended March, 2003
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Electricity Power Sales Plan




Effects Resulting From the Expansion of the scope of Liberalization

Now (200kW or Greater, 20,000V or Greater) I

€ Number of Customers: 371
@ Electricity Sales : 15.3 Billion kWh (Weight: Approx. 30%)
€ Weight Accounts for Just Under 20% of Income,

April, 2004....500kW or Greater l

€ Number of Customers: Approx. 2,600

@ Electricity Sales: Approx. 22 Billion kWh
(Weight: Approx. 40%)

€ Weight Predicted to Account for Just Under 30% of Income.

Prospects for April, 2005...50kW or Greater l

€ Number of Customers: Approx. 47,000

@ Electricity Sales: Approx. 34 Billion kWh
(Weight: Approx. 60%)

€ Weight Predicted to Account for Approx. 50% of Income.
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Promotion of Total Solution Proposals

Changes in the Business Climate

[ Increased Sales Competition Due to the Expansion of
the scope of Liberalization

€ Decentralized Energy and Gas, etc. Leading to Fierce
Competition in the Energy Sector

[1 Deepening and Diversification of Customer Needs




Business System Reinforcement

Business System Reinforcement (February 2003)

Reinforcement of
Ability to Respond
to Customers

Enhanced Ability
to Offer Technical
Proposals

-y

O Establishment of a Staff Service
System for Customers Consuming
500kW or Greater.

(Established by Energy Sales Center)

g

O Designation of Staff Manager for
Each Technical Field

ol

Reinforcement of
Strategic
Functions

O Designation of Staff Managers who
Formulate Market Analysis/Sales
Strategies

Personnel
Reinforcement

O 50 Staff
Service
Personnel
Added at
Service Office
for a Total of
115.

O 30 Energy
Marketing and
Services
Division Added
at Energy

Sales

Headquarters




Total Solution Promotion System

Total Solution Promotion System

Customer

Staff Service

System Support System [
Special High
Voltage (Approx!... Energy Sales Marketing
370 Accounts) [,"Lj Center Section
| I

g One—_stop Cooperation Support Cooperation
High Voltage ¢ { Serviceand — |\ —
500kW or Above .S Total Solution Technical
(Approx. 2,200 S Proposals Service Office Support
Accounts) pt Section
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k=)
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High Voltage
Under 500kW

Low Voltage

Affiliated Companies such as Chudenko, ESS,
and PET




Total Solution: An lllustration

~ A Proposal for a Total Solution that Utilizes the Management Resources of The Chugoku
Electric Power Co., Inc. ~

[An Example of Outsourcing the Installation, Operation, and Maintenance of Utility Equipment at a Sales Facility]

Heat Storage Air
Conditioning System

Receiving
Transformer
Equipment

Electric Power Supply [>

Heat Use

/==\Fiber Optics

4w Heat Storage Showcase
AN i T

Heat Use

o Build. Plumbing
All-Electric Kitchen Management Equipment
= .
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A i ’ 5000
Fuel Supply |::>

Cogeneration System Organic Waste Disposal




Electricity Power Sales Plan

~ Electric Power Demand will Exhibit/Slow but Steady Increase in the Long-to-Mid Term ~

(Unit:Hundred Million kwh) (10,000 kw)
1000 1400
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 FY)
(Results) (Estimated Results)
Electricity Sales Maximum Power Demand
Average Annual Increase Rate 2001-2012 1.3% 1.1%
(Following Adjustment for Temperature, Other Factors) (1.4%) (1.4%)




Living-Related Demand

~Sure to Increase in the Future Due Not Only to the Development of an Aging and Information-Dependent

(Unit: Hundred
Million kWh)

400

350

300

250

200

150

Society, But Also the increased amenity.~

Estimated Living-Related Demand

363

300 304

289 295

Avg. Annual Increase Rate 2.1%
(2.1% Following Adjustment for Temperature, etc.)

_________________________________

2002

2003

2004 2005

(Estimated Results)

2013

(FY)



Trends for Electrical Lighting

~Stable Growth Due to Increased Amenity and Increased Diffusion of Electrical Devices~

Total Quantity of Electric Power for Residential Lighting/

(Unit: Hundred Quantity of Electric Power Used Per Account

Million kwh) (kWh/Account)
(Meter-Rate Lighting A, Following Adjustment for Temperature, etc.)
240 400
Quantity of Electric Power Use Per
Account (Scale on Right) 1 350
220  306.2 307.7 / 309.5 3116 .
. . * T 1 300
200 r
4 250
180 F 174
4 200
160 | Quantity of Metered Electric Power for - 150
Residential Lighting (Scale on Left)
140 ! 100
2002 2003 2004 2005 2013
(Estimated Results) (FY)



Increased Diffusion of Completely Electrical Housing

~ Completely Electrical Housing is Showing a Satisfactory Increase. ~
Completely Electrical Housing Currently Account for Approx. 25% of

Number of Newly Constructed Housing. (FY 2003 Estimate)
{Sales Strategy

O Strengthen Proposals to Apartment Complex Developers
(Conversion of Housing Complexes to Electric Power)
O Strengthen Relationships with Home Builders

(Conversion of Existing

Housing to Electric Power)
O Aggressive Marketing of Discounted Electric Power Rate Offers

(Thousands of houses)

120

100

80

60

40

20

Number of New Housing Construction started and
Completely Electrical Housing

2000

2001

2002

2003 Estimate

30.2

2004
Prediction

2005
Prediction

(%)
45
35
25
15
5

= Number of New
Housing construction
started

I Number of
Completely-Electrical
Housing

—e— Market Share of All-
Electrical Housing

()




Trends in Commercial Power Use

~A strong Increase is Estimated for the Future Due to Urban Redevelopment and
Expansion of Medical and Welfare Facilities.~

wunit: Hundred EStIMmated Commercial Power Use
Million kWh)

| OOutlook for Major Industries |

130 Average Rate of 2002 Configuration 120
Increase 2002-2013 Comparison
120 Retail Establishments 3.0% 31%
Medical/Public Facilities 3.5% 32%

110
100
90
80| N e e 0 e

70 Avg. Annual Increase Rate 2.1%
(2.1% Following Adjustment for Temperature, etc.)

Q5
JI

2002 2003 2004 2005 2013

(Estimated Results)

(FY)



Percentage Distribution of Large Industrial Power,
Classified by Industry

~Examining the Industrially-Classified Percentage Distribution, the Steel Industry in the Chugoku
Region Accounts for a Comparatively High Percentage of Large Industrial Power ~
(Chugoku Region 29%, National Statistic13%)

Percentage Distribution of Large
Industrial Power, Classified by

_ Industry
[Chugoku Region] (2002 Calendar Year) [National Statistics]
3%
12%\ O Paper Pulp
4%‘ O Ch Industries

B Ceramic Debris
@ Steel
B Nonferrous

Metals
O Machinery

Machinery

O Other Production Machinery

Industries
0O Ec.

20%

26%

Source: National statistics were taken from studies
conducted by The Federation of Electric Power
Companies of Japan



Industrial Demand

~Industrial Demand is Expected to Remain Flat Due to Little Increase in

(Unit: Hundred
Million kWh)

Material-Producing Industry, etc.~

Estimated Industrial Demand

270

259

256

260
250
240
230
220
210

2002

(Estimated Results)

2003

254

2004

2005

2013

(FY)



Comparison of Self Generation Ratios

~Self Generation Accounts for 34.8% of Total Demand (Electricity Sales + Self Generation)
In the Chugoku Region, Comparatively High When Compared to the National Statistic of 14.6%.~

Comparative Rate of Independently Generated
Power (FY 2002)

O Electricity Sales
B Self Generation

Chugoku

Region
National

Statistic
N N N N /
0% 20% 40% 60% 80% 100%




Efforts to Acquire Demand from Self Generation

4 )
o Strengthen Price Competitiveness

[1 U Strategic Electric Price Cuts that Reflect the
Competitive Climate

o Promotion of Total Solution Proposals
[1 UJ Placement of 115 Service Staff

[1 Enhancement of Ability to Present Technical
Proposals such as Energy Conservation
Diagnoses

[1 UJ Promotion of Cogeneration Business among
\_  Companies in Group .




Status of Self Generation Demand Acquisition (Liberalized Sectors)

€@ Increased Electricity Sales Due to (Promotion of
Membership in Demand Acquisition Type Menus)

(Unit: Hundred

Million kWh
11Hundred Million kWh
12 e A
Beginning of
10¢ Menu |- 8 Hundred Mitlion kWh----| - -
Proposals
8 R A A . B
5 Hundred Million k
6 A ) S 0 I . B
4 L~ A ey L B
_-~"1 Hundred Million&kWh
2 4/
O !
FY 2001 FY 2002 Estimated Results, FY 2004 Plan
FY 2003

(Value With 2004 Supply Plan Factored In)



Future Demand Acquisition from Self Generation

O O Over the Long-to-Mid Term, the Market for Demand Acquisition from Independently
Generated Power is Expected to be 1-2 Million kW.[

Ododo
0 Electric Power Generating "Condensed Steam Power [ Aging Power Facilities which have been in
Facilities" and "Internal Combustion Power Facilities" Use for At Least 25 Years Account for
Account for Approx. 20% (1 Million kW). Approx. 40% (2 Million kW)

Condensers

Gas Turbines

Internal

Combustion ;I;I
Power Q.
® 25 Years or é‘
% More g
'E ®
o ¢ W
= % Back 8
o O Pressure x~
~ o
o © 51% Power g
(O
- m : Over 5 Years, =)
o Condensing
= E . Under 15 Years
3 xtraction
o Back Pressure

Extraction

Source: Chugoku Bureau of Economy, Trade, and Industry "An
Overview of Regional Generation Facilities" Data for facilities Over 15 Years, Under 25 Years

with an output of 1000 kW or above -
18
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Power Source Development/
Management Efficiency Plan




Power Source Development Plan Creation Perspective




Securing Supply Stability

€ Rise in Maximum Power Demand: 1.4% Per Year [Following
Adjustment for Temperature, etc.]
€ Reverse Rate Needed for a Stable Supply: Over 8-10%

Supply Maximum Shimane 3
Capalbilit .
P y Power Demand Osaki 1-2
Misumi 2
IPP /L 12,820,000 kW
o —9\
Reserve _o_/_o-/
Powelr | —t=0T"" |
i =1 A demand Increase of Approx.
O | 1,800,000 kW Over 10 years.
L O | | | | | | | | | | | |

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
(Estimated Results)

FY 2003

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
(Results)

Reserve Rate (%) 12.4 12.1 14.6 12.3 9.0 10.5 10.4 10.6 14.1 12.7 11.3

Development of

670,000 kW 1,720,000 kW
Power Sources




Response to Environmental Issues

€ Voluntary Goal: Our Company Aims to Reduce our CO,
Emissions by Approx. 20% of the 1991 FY Level by 2011 FY

CO, Emissions Basic Unit (Unit: kg-CO,/kwh)

A Approx. 18%l

""" R0.47

(Our Company’s
Voluntary Goal Approx.
20% Reduction

1992 2003 2011
(Base Year) (Estimated Results) (Goal Year)



Promotion of Nuclear Power Development

[1 After the Start of Operations at Shimane Reactor #3, Nuclear
Power will Account for Approx. 30% of Electric Energy Generated

[Financial Year End Facility Type [Distribution Ratio of Electric Energy
Comparison (%)] Generated (%)]

"""""" Nuclear
28 |[Nuclear
Coal
Coal
____________ Oil
------- Oil
Gas

-----

__________

Gas

Hydroelectric D R 2 R, Hydroelectric

FY 2003 FY 2008 FY 2013 FY 2003 FY 2008 FY 2013

(Estimated Results) (Estimated Resullts)



Efforts to Increase Management Efficiency
[Controlling Capital Expenditures]

[ Review of Machinery Design and Construction Through Development
and Introduction of New Technology
[1  Effective Use of Existing Facilities

Capital Expenditures 2004-2006 FY : Under 130 billion yen (Three-year Average) I

(Unit: Hundred Billion Yen) Capltal Expend Iture Trends

Capital Expenditures as Related to Electricity Sales (at Our Company) (Yen/kwh)
Capital Expenditures as Related to

3,000 1 Electricity Sales (9-company Average) [A 26.0 Billion Yen Savings 5.0
4.44 When Compared With the W
(3 '60) 9% (3.47 Outset of the Project {1 40
2,500 [ (3.60) (3.18)
(3.34) (2.62) {1 30
1,858 (289 2.08
2,000 ! 1,767 205 | 2.0
a7 1’543 (Pro:fc;j-u;set) Approx.
1,500 B Power| 546 , 1.300
Souree 521 1,152 ——
1,08 ., L
1,000 1 274 294
85| 990 781 458 4751 421
500 Elgctric Pqwer
I'ranspoft
460
Sl fw] [ |
0 200411 2006
1999 2000 2001 2002 2003 Average [FY]

(Estimate) (Plan)



Efforts to Increase Management Efficiency
[Controlling Repair Expenses]

€ Using Our Self-Developed Facility Diagnosis Technology for
Replacement and Testing Cycle Optimization

Repair Expense Trends

Repair Expenses as Related to Electricity Sales (at Our Company) (Yen/kwh)

(Unit: Hundred Million Yen)
Repair Expenses as Related to Electricity
7 25

2,000 Sales (Nine Company Average)
(2.24) A 39 Billion Yen Savings When
(2.16) Compared With the Outset of
2.03 i
on (2.03) (1.92) the Project {1 70
1,500 (2.00) (1.73)
(1.81) (1.86)
(1.62)
1,002 1,060 088 997 (Project Outset) 15
1,000 | 935 go6
408 | Power| 454
465 517
Source 480 460
500
Power
559 Transport 569 485 i 13 207
0 35—_37— 38— 49_ 424—39
Etc.
1999 2000 2001 2002 2003 20040 2006 Average
(Estimate) (Plan) (FY)



Efforts to Increase Management Efficiency
[Labor Productivity Enhancement)

Plans are in Place to Cut the Number of Personnel by 1000 (10%) from the FY 2001 Level of

Approx. 10,600 to 9,600 or Below by FY 2006.

L 4 Strengthen Price Competitiveness :> Promote Business Operation
¢  Utilize Personnel in Management Operations of Efficiency

New Business Development
(Personnel) (10,000 kWh/Person)

12,000 B Labor Productivity 592 ] 650
g 11,500 - 1 090 =
c Q
3 4 500 &
S i D
£ 11,000 - 450 8
%’ 10,707 10,665 10613 Number of Employees 1 400 %
[ | —
8 1050 10,413 / 0
g ' - 300
g 10,188
s 1 250
@ 10,000 -
Q
§ 9,600 people or fewer

9,500 r
O I N R A M I T
1999 2000 2001 2002 2003 2006 (FY)



Trends in Interest-bearing Loan Debt

Interest-bearing Loan Dept Average Interest
(Unit: Trillion Yen) (%)

0
3.86% 4.0

3.0 —___ 354%

3.20%
[Average Interesr\o\ 2.88%
2.5 2.55% 3.0
2.20 515 \0\0\002.37%
2.06 1.98

2.0 1.89 178 2.0
0.97 0.92 1.54
' 0.88 0.80
1.5 “[Borrowed Funds] 0.81 0.77 1.0
1.0 0.0
1.23 1.23
0.5 1.18 1.18 108 Lol I
[Corporation bond]
\

O 0 | L 1 ] ] ] 1 ]

1998 1999 2000 2001 2002 2003 3 Years Later

(Estimate) (End of the FY)
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Start-up Businesses




Capital Expenditure to Start-up Businesses
(Total Energy Supply/Information and Telecommunications )

(Unit: Hundred Million Yen)

225
200
175 1
150
125 104
100—
7566
.
50
25
2002 (H14) 2003 (H15) 2004 (H16) 2005 (H17) 2006 (H18) (FY)
(Results) (Plan/Estimate)

M Information and Telecommunications
M Total Energy Supply

*Items Associated with Fiber Optic Lending Network, Data Center, Internet Related Businesses



Merger Between Chugoku Information System Service Co., Inc.
and Chugoku Telecommunication Network Co., Inc.

O The Telecommunication Network Business is Moving Forward through a Partnership Forged between
Chugoku Information System Service co., Inc. (CIS) and Chugoku Telecommunication Network
Co., Inc. (CTNet).

CIS (100% Financed by The CTNet (*100% Financed by The Chugoku Electric
Chugoku Electric Power Co., Inc.) Power Co., Inc.
: O Internet-Related Businesses O Exclusive Lines
BUSINESS | O Information Systems-Related | O Ethernet Telecommunications
Details Businesses, etc. Network (V-LAN), etc.
* A stock trade between The Chugoku Electric

Power Co., Inc. and CTNet was initiated on
March 1 st

O Increasingly Competitive Market Climate in the Telecommunications Sector (Diversified Services,
Declining Rates)

CIS/CTNet Merger

O Merger Purpose: To Strengthen Management Position and Market Competitiveness
— Concentration of Management Resources,
Pursuit of Increased Business Operation Efficiency
To Provide Total Solutions Services which are Tailor-Made to Meet
Customer Needs.
— To Maximize the Synergistic Effect Caused by Merging the
Information and Telecommunications Businesses

O Merger Date: July 1st, 2003 (Scheduled Date)

O Corporate Name: Energia Communications Co., Inc.

O Capital: 6 Billion Yen (Same Amount as Current CIS Capital; 100 Financed
by The Chugoku Electric Power Co., Inc.

O Annual Sales : Approximately 42 Billion Yen (FY 2005)

Projection
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Risk Management Initiatives




Proposed Risk Management Operation System

Existing Facilities
New
- Facilities

Risk Strategy Meetings Management '
(Chairperson: Company Meetings Auditor
President)

Nuclear Power Emergency/ Emergency

Disaster Disaster Policy

Emergency Headquarters
Policy General
Headquarters

Notification on Serious Management
Risks

Notification

Established in the Event of Emergency

Additional Meetings
Regarding Measures

Strategies, etc.
Assessment Result

Notification Regarding
Reoccurrence Prevention

Internal Audit Department




Compliance Management Promotion

Promotion sttem Management I

B Establishment of Corporate Ethics Committee

m Clarification of the Promotion System in Place in the
Compliance Promotion Department/Other Departments

m Establishment/Management of Corporate Ethics Counseling
Service

Inculcation Strategies I

W Establishment of "Corporate Ethics Network Procedure"
Policies

® Introduction/Reinforcement of Self-inspection System

¥ Implementation/Reinforcement of Education/Training




None of the information on this document is intended to solicit or induce
purchase or selling of the Company’s stocks. Moreover Chugoku Electric
makes no guarantees whatever regarding the contents of this website.

Persons considering investment in the Company should without fail read in
advance the stock and bond reports and other financial literature issued by
the Company, and make decisions on their own judgment. Though great care
is exercised in the preparation of such literature, Chugoku Electric and the
other information providers shall not be liable in any manner for any loss
whatever incurred as a result of erroneous information contained therein or in
this document.

Items in Chugoku Electric's current plans and strategies, etc., published on
this document which are not yet historical fact are projections concerning
future performance and as such involve factors of risk and uncertainty, which
means that actual performance in the future may differ to a large extent from
projections published here. Therefore Chugoku Electric does not guarantee
the reliability of such projections.



For Questions or Comments, Please Contact the Corporate
Planning Manager at the Address Below:

730-8701
Hiroshima-Shi, Naka-ku, Komachi 4-33

The Chugoku Electric Power Co., Inc.
Corporate Planning Department
TEL (082) 523-6081
FAX (082) 523-6090
E-mail ir@inet.energia.co.jp
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