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Consolidated Balance Sheets

The Chugoku Electric Power Co., Inc. and Consolidated Subsidiaries
March 31, 2020 and 2019

Thousands of

U.S.dollars
Millions of yen (Note 1)
Assets 2020 2019 2020
Property, plant and equipment:
Utility plant and equipment ¥5505225  ¥5641,325 $51,332,346
Other plant 421,999 335,134 3,871,555
Construction in progress 1,017,143 939,359 9,331,587
Suspense account related to reprocessing of spent nuclear fuel 15,149 11,361 138,982
7,049,517 6,927,181 64,674,471
Less
Contributions in aid of construction 106,968 100,737 981,362
Accumulated depreciation 4,494,672 4,456,259 41,235,529
4,601,641 4,556,996 42,216,892
Net property, plant and equipment (Note 10) 2,447,876 2,370,184 22,457,579
Nuclear fuel 141,949 159,103 1,302,292
Investments and other assets:
Investment securities (Note 11 and 12) 57,083 60,396 523,703
Investments to non-consolidated subsidiaries and affiliated companies 137,228 133,196 1,258,980
Long-term loans to employees 51 59 475
Asset for retirement benefits (Note 18) 44,858 48,132 411,543
Deferred tax assets (Note 19) 60,487 81,652 554,935
Other assets 86,499 71,367 793,569
Total investments and other assets 386,209 394,804 3,543,207
Current assets:
Cash and time deposits (Note 8 and 11) 67,401 111,459 618,358
Receivables, less allowance for doubtful accounts of
¥282 million ($2,589 thousand) in 2020 and
¥288 million in 2019 (Note 11) 131,785 137,271 1,209,040
Inventories, fuel and supplies 56,639 58,592 519,629
Other current assets 33,512 30,248 307,453
Total current assets 289,338 337,572 2,654,482
Total assets ¥3,265,374  ¥3,261,665 $29,957,562

See Notes to Consolidated Financial Statements



Thousands of

U.S.dollars
Millions of yen (Note 1)
Liabilities and Net Assets 2020 2019 2020
Long-term liabilities:
Long-term debt (Note 11 and 14) ¥1,908,538 ¥1,803,187 $17,509,528
Liability for retirement benefits (Note 18) 65,718 69,362 602,918
Retirement allowances for directors and corporate auditors 245 270 2,250
Asset retirement obligations (Note 20) 93,639 91,841 859,082
Other long-term liabilities 18,454 14,155 169,307
Total long-term liabilities 2,086,596 1,978,817 19,143,087
Current liabilities:
Long-term debt due within one year (Note 11 and 14) 196,304 306,705 1,800,963
Short-term borrowings (Note 11) 67,195 67,645 616,467
Accounts payable (Note 11) 101,020 84,910 926,792
Accrued income taxes 8,151 385 74,781
Accrued expenses 67,818 79,722 622,192
Provision for loss on disaster 239 919 2,195
Allowance for bonuses to directors and corporate auditors 74 72 681
Other current liabilities, including other long-term liabilities due within 90,489 96,377 830,174
one year
Total current liabilities 531,293 636,740 4,874,249
Reserve for fluctuation in water levels 786 1,170 7,212
Provision for depreciation of nuclear power plants (Note 5) - 86,281 -
Contingent liabilities (Note 16)
Net assets (Note 21):
Common stock (Note 9) : 197,024 185,527 1,807,563
Authorized - 1,000,000,000 shares
Issued - 387,154,692 shares in 2020 and 371,055,259 shares in 2019
Capital surplus (Note 9) 28,544 17,048 261,874
Retained earnings (Note 23) 455,867 384,711 4,182,272
Treasury stock (26,825,139 shares in 2020 and 26,813,562 shares (38,791) (38,775) (355,889)
in 2019)
Total stockholders' equity 642,644 548,512 5,895,821
Net unrealized holding gains (losses) on securities 5,933 10,258 54,431
Net unrealized gains (losses) on hedges (Note 13) 1,841 267 16,896
Foreign currency translation adjustments (1,444) (804) (13,256)
Accumulated adjustments for retirement benefit (5,656) (2,726) (51,897)
Accumulated other comprehensive income 673 6,995 6,174
Non-controlling interests 3,380 3,147 31,017
Total net assets 646,698 558,655 5,933,013
Total liabilities and net assets ¥3,265,374 ¥3,261,665 $29,957,562

See Notes to Consolidated Financial Statements



Consolidated Statements of Operations

The Chugoku Electric Power Co., Inc. and Consolidated Subsidiaries
For the years ended March 31, 2020 and 2019

Thousands of

U.S.dollars
Millions of yen (Note 1)
2020 2019 2020
Operating revenues (Note 22):
Electric ¥1,187,127 ¥1,224,535 $10,891,074
Other 160,225 152,443 1,469,960
1,347,352 1,376,979 12,361,035
Operating expenses (Note 3 and 17):
Electric 1,146,395 1,211,817 10,517,394
Other 152,786 145,631 1,401,712
1,299,182 1,357,449 11,919,106
Operating income (loss) (Note 22) 48,170 19,530 441,928
Other expenses (income):
Interest expense 12,517 12,846 114,843
Interest income (131) (100) (1,203)
Gains on sales of fixed assets (392) (1,573) (3,599)
Gains on sales of securities (Note 6) (2) (10,456) (25)
Equity in losses (earnings) of affiliated companies (2,534) (2,724) (23,252)
Contingent loss (Note 7) - 231 -
Loss on disaster (Note 7) - 3,522 -
Loss on withdrawal from business (Note 7) - 2,194 -
Loss on decommissioning of lwakuni Thermal Power Station (Note 7) 2,221 - 20,376
Other, net (1,135) (1,603) (10,419)
10,542 2,335 96,720
Special item:
Provision (reversal) of reserve for fluctuation in water levels (383) (254) (3,522)
Provision(reversal) for depreciation of nuclear power plants (Note 5) (86,281) 2,554 (791,577)
Profit (loss) before income taxes 124,293 14,893 1,140,309
Provision for income taxes (Note 19):
Current 11,057 4,680 101,444
Deferred 23,093 (722) 211,862
34,150 3,958 313,307
Profit (loss) 90,143 10,935 827,001
Profit (loss) attributable to non-controlling interests 86 (511) 791
Profit (loss) attributable to owners of parent ¥90,056 ¥11,446 $826,210
U.S.dollars
Yen (Note 1)
2020 2019 2020
Per share data:
Earnings (basic) ¥258.59 ¥33.25 $2.37
Cash dividends 50.00 50.00 0.46

See Notes to Consolidated Financial Statements



Consolidated Statements of Comprehensive Income

The Chugoku Electric Power Co., Inc. and Consolidated Subsidiaries
For the years ended March 31, 2020 and 2019

Thousands of

U.S.dollars
Millions of yen (Note 1)
2020 2019 2020
Profit (loss) ¥90,143 ¥10,935 $827,001
Other comprehensive income (loss):
Net unrealized holding gains (losses) on securities (2,948) (11,052) (27,048)
Net unrealized gains (losses) on hedges 164 (625) 1,506
Foreign currency translation adjustments (346) (562) (3,177)
Adjustments for retirement benefit (1,977) (2,843) (18,142)
Share of other comprehensive income (loss) of affiliated companies (1,107) (773) (10,157)
accounted for using equity method
(6,215) (15,857) (57,020)
Comprehensive income (loss) ¥83,927 ¥(4,922) $769,981
Comprehensive income (loss) attributable to:
Comprehensive income (loss) attributable to owners of parent ¥83,734 ¥(4,359) $768,208
Comprehensive income (loss) attributable to non-controlling interests 193 (562) 1,773

See Notes to Consolidated Financial Statements



Consolidated Statements of Changes in Net Assets

The Chugoku Electric Power Co., Inc. and Consolidated Subsidiaries

For the years ended March 31, 2020 and 2019

Millions of yen

Shares of Common Capital Retained Treasury  Net unrealized Net unrealized Foreign currency Accumulated Non-controlling Total
common stock stock surplus earnings stock holding gains (losses) translation  adjustments for interests
(Note 9) (Note 9) gains (losses) on hedges adjustments retirement
on securities (Note 13) benefits
Balance at April 1, 2018 371,055,259 ¥185,527 ¥17,066 ¥390,477 ¥(38,755) ¥22,509 ¥(235) ¥505 ¥3,628 ¥580,745
Issuance of new shares - exercise of
share acquisition rights
Profit attributable to owners 11,446 11,446
of parent
Cash dividends paid (¥ 50 per share) (17,212) (17,212)
Surplus from sale of treasury stock (0) 1 1
Treasury stock purchased, net (20) (20)
Change in scope of equity method - -
Other (18) (0) (18)
Net changes other than stockholders' equity (12,250) (569) (3,232) (480) (16,286)
Balance at March 31, 2019 371,055,259 ¥185,527 ¥17,048 ¥384,711 ¥(38,755) ¥10,258 ¥(804) ¥(2,726) ¥3,147 ¥558,655
Issuance of new shares - exercise of 16,099,433 11,496 11,496 22,993
share acquisition rights
Profit attributable to owners 90,056 90,056
of parent
Cash dividends paid (¥ 50 per share) (17,211) (17,211)
Surplus from sale of treasury stock (0) 1 1
Treasury stock purchased, net (18) (18)
Change in scope of equity method (1,688) (1,688)
Other (0) 0 0)
Net changes other than stockholders' equity (4,325) 1,574 (640) (2,930) 232 (6,089)
Balance at March 31, 2020 387,154,692 ¥197,024 ¥28,544 ¥455,867 ¥(38,791) ¥5,933 ¥1,841 ¥(1,444) ¥(5,656) ¥3,380 ¥646,698
Thousands of U.S. dollars (Note 1)
Common Capital Retained Treasury  Net unrealized Net unrealized Foreign currency Accumulated Non-controlling Total
stock surplus eamings stock holding gains (losses) translation adjustments for  interests
(Note 9) (Note 9) gains (losses) on hedges adjustments retirement
on securities (Note 13) benefits
Balance at March 31, 2019 $1,702,088 $156,408  $3,529,464 $(355,740) $94,117 $2,451 $(7,379) $(25,013) $28,880  $5,125,277
Issuance of new shares - exercise of 105,474 105,474 210,049
share acquisition rights
Profit attributable to owners 826.210 826,210
of parent
Cash dividends paid ($0.46 per share) (157,908) (157,908)
Surplus from sale of treasury stock (0) 16 15
Treasury stock purchased, net 171) 71)
Change in scope of equity method (15,494) (15,494)
Other (8) 6 W]
Net changes other than stockholders' equity (39,686) 14,444 (5,876) (26,884) 2,137 (55,865)
Balance at March 31, 2020 $1,807,563 $261,874  $4,182,272 $(355,889) $54,431 $16,896 $(13,256) $(51,897) $31,017  $5,933,013

See Notes to Consolidated Financial Statements



Consolidated Statements of Cash Flows

The Chugoku Electric Power Co., Inc. and Consolidated Subsidiaries
For the years ended March 31, 2020 and 2019

Thousands of

U.S.dollars
Millions of yen (Note 1)
2020 2019 2020
Cash flows from operating activities:
Profit (loss) before income taxes ¥124,293 ¥14,893 $1,140,309
Depreciation 81,263 104,779 745,537
Decommissioning cost of nuclear power generating plants 2,986 3,201 27,402
Amortization of su§pense account related to the decommissioning of ) 4971 .
nuclear power stations ’
Equity in losses (earnings) of affiliated companies (2,534) (2,724) (23,252)
Loss on disposal of property 5,087 5,773 46,676
Increase (decrease) in liability for retirement benefits (695) (79) (6,383)
Decrease (increase) in asset for retirement benefits (2,517) (5,122) (23,091)
Increase (decrease) in reserve for fluctuation in water levels (383) (254) (3,522)
Increase (decrease) in provision for depreciation of nuclear power plants (86,281) 2,554 (791,577)
Increase (decrease) in provision for loss on disaster (572) 919 (5,254)
Interest and dividend income (1,703) (2,041) (15,631)
Interest expense 12,517 12,846 114,843
Loss (gain) on sales of securities (2) (10,456) (25)
Loss (gain) on sales of fixed assets (110) (663) (1,013)
Contingent loss - 93 -
Loss on withdrawal from business - 2,043 -
Loss on decommissioning of Iwakuni Thermal Power Station 2,221 - 20,376
Decrease (increase) in notes and accounts receivable 3,309 (13,114) 30,359
Decrease (increase) in inventories 3,642 5,343 33,420
Increase (decrease) in notes and accounts payable 7,824 (18,295) 71,781
Other (6,864) (1,850) (62,973)
Subtotal 141,479 102,120 1,297,979
Interest and dividends received 4,040 4,305 37,068
Interest paid (12,837) (13,757) (117,778)
Income taxes refund (paid) (3,027) (11,034) (27,775)
Net cash provided by (used in) operating activities 129,654 81,635 1,189,494
Cash flows from investing activities:
Purchase of property (173,923) (179,304) (1,595,630)
Purchase of investments in securities (105,865) (59,146) (971,239)
Proceeds from sales of investment securities 98,682 58,736 905,345
Other 8,994 10,969 82,521
Net cash provided by (used in) investing activities (172,111) (168,744) (1,579,002)



Thousands of

U.S.dollars
Millions of yen (Note 1)
2020 2019 2020
Cash flows from financing activities:
Proceeds from issue of bonds 182,480 162,628 1,674,135
Repayment of bonds (228,969) (90,000) (2,100,633)
Proceeds from long-term borrowings 123,500 172,500 1,133,027
Repayment of long-term borrowings (59,537) (120,284) (546,211)
Proceeds from short-term borrowings 139,942 188,458 1,283,876
Repayment of short-term borrowings (139,730) (186,735) (1,281,926)
Proceeds from issue of commercial paper 20,000 280,000 183,486
Repayment of commercial paper (20,000) (290,000) (183,486)
Purchase of treasury stock (20) (24) (185)
Purchase of treasury stocks of subsidiaries - 17) -
Cash dividends paid (17,221) (17,222) (157,996)
Dividends paid to non-controlling interests (18) (53) (168)
Other (1,879) (1,738) (17,238)
Net cash provided by (used in) financing activities (1,451) 97,510 (13,320)
Effect of exchange rate changes on cash and cash equivalents (150) (133) (1,376)
Net increase (decrease) in cash and cash equivalents (44,058) 10,266 (404,206)
Cash and cash equivalents at beginning of the fiscal year 91,399 81,025 838,527
Increase in cash and cash.eql.JivaIents resulting from ) 43 .
change of scope of consolidation
Increase in cash and cash equivalents resulting from merger
with unconsolidated subsidiaries ) s ;
Cash and cash equivalents at end of the fiscal year (Note 8) ¥47,341 ¥91,399 $434,321

See Notes to Consolidated Financial Statements



Notes to Consolidated Financial Statements

The Chugoku Electric Power Co., Inc. and Consolidated Subsidiaries

1. Basis of presenting consolidated financial statements

The accompanying consolidated financial statements of The Chugoku Electric Power Co., Inc. (“the Company™)
and its consolidated subsidiaries (together with the Company, “the Companies”) have been prepared in
accordance with the provisions set forth in the Japanese Financial Instruments and Exchange Law and its related
accounting regulations and the Electricity Business Act and in conformity with accounting principles generally
accepted in Japan (“Japanese GAAP”), which are different in certain respects as to application and disclosure
requirements from International Financial Reporting Standards.

The accounts of the Company’s overseas subsidiaries are based on their accounting records maintained in
conformity with generally accepted accounting principles prevailing in the respective countries of domicile. The
accompanying consolidated financial statements have been restructured and translated into English from the
consolidated financial statements of the Company prepared in accordance with Japanese GAAP and filed with the
appropriate Local Finance Bureau of the Ministry of Finance as required by the Japanese Financial Instruments
and Exchange Law. Certain supplementary information included in the statutory Japanese language consolidated
financial statements, but not required for fair presentation, is not presented in the accompanying consolidated
financial statements.

The translations of the Japanese yen amounts into U.S. dollar amounts are included solely for the convenience of
readers outside Japan, using the prevailing exchange rate at March 31, 2020, which was ¥109 to U.S. $1.00. The
convenience translation should not be construed as a representation that the Japanese yen amounts have been,
could have been or could in the future be converted into U.S. dollars at this or any other rate of exchange.

Numerical values less than one million yen or one thousand dollars are rounded off, excluding per share
information. As a result, total values and numerical values obtained by summing each item will not necessarily
match. This applies to both Japanese yen units and dollar units.

2. Significant accounting policies

The following is a summary of the significant accounting policies used in the preparation of the consolidated
financial statements.

Consolidation

The accompanying consolidated financial statements include the accounts of the Company and significant
companies over which the Company has power of control through majority voting rights or existence of certain
other conditions evidencing control by the Company. In the elimination of investments in subsidiaries, all the
assets and liabilities of a subsidiary, not only to the extent of the Company’s share but also including the
non-controlling interest share, are evaluated based on fair value at the time the Company acquired control of the
subsidiary.

Investments in non-consolidated subsidiaries and affiliated companies over which the Company has the ability to
exercise significant influence over operating and financial policies of the investees are accounted for using the
equity method.

For the year ended March 31, 2020, 22 subsidiaries (21 in 2019) were consolidated and 6 (6 in 2019) subsidiaries
were excluded from consolidation due to their immateriality for the consolidated total assets, sales and revenues,
profit attributable to the owners of the parent, retained earnings, and etc., in the consolidated financial statements.

For the year ended March 31, 2020, 4 non-consolidated subsidiaries (4 in 2019) and 14 affiliated companies (12
in 2019) were accounted for by the equity method.

For the year ended March 31, 2020, 2 non-consolidated subsidiaries (2 in 2019) and 18 affiliated companies (13
in 2019) were stated at cost without applying the equity method of accounting. Even if the equity method had
been applied to these investments, the amounts of profit and retained earnings, etc., would individually have had
only a slight effect and together would have had no material impact on the consolidated financial statements.

The consolidated subsidiaries whose accounting closing date differs from the consolidated closing date are
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Chugoku Electric Power Australia Resources Pty. Ltd., Chugoku Electric Power International Netherlands B.V.
and Chugoku Electric Power America, LLC. These companies have December 31 as their closing dates. In
drawing up the consolidated financial statements, the Company use these consolidated subsidiaries' financial
statements as of their closing dates and make the necessary adjustments, in consolidated terms, for their important
transactions that take place between the date and the consolidated closing date.

Inventories, fuel and supplies

Inventories, fuel and supplies are stated at cost, determined principally by the weighted average method.
Inventories with lower profitability have been written down.

Securities

Available-for-sale securities for which market value is readily determinable are stated at market value as of the
end of the period with unrealized gains and losses, net of applicable deferred tax assets/liabilities, not reflected in
earnings but directly reported as a separate component of net assets. The cost of securities sold is determined by
the moving average method. Available-for-sale securities for which market value is not readily determinable are
stated primarily at moving average cost.

If the market value of equity securities issued by unconsolidated subsidiaries or affiliated companies is not
accounted for by the equity method, or the market value of the available-for-sale securities declines significantly,
the securities are stated at fair market value, and the difference between the fair market value and the book value
is recognized as a loss in the period of the decline. If the market value of equity securities issued by
unconsolidated subsidiaries or affiliated companies not accounted for by the equity method is not readily available,
the securities should be written down to net asset value with the corresponding loss recorded in the consolidated
statements of operations in the year that the net asset value declined significantly. In these cases, the fair market
value or the net asset value will be the carrying amount of the securities at the beginning of the next year.

Property and depreciation

Depreciation and amortization of tangible and intangible fixed assets are calculated by the straight-line method,
based on the useful life stipulated by the Corporation Tax Act.

Nuclear fuel and amortization

Nuclear fuel is stated at cost less accumulated amortization. The amortization of loaded nuclear fuel is calculated
based on the quantity of heat produced for the generation of electricity.

Allowance for doubtful accounts

The allowance for doubtful accounts is provided in an amount sufficient to cover possible losses on collection. It
consists of the estimated uncollectible amount with respect to identified doubtful receivables and an amount
calculated based on the Companies’ historical rate of loss with respect to the remaining receivables.

Provision for loss on disaster
In order to prepare for the costs or losses required to repair the assets damaged due to the torrential rain occurred

in July 2018, the Company recorded the amount of loss estimated at March 31, 2019.

Reserve for fluctuation in water levels

Based on the Act for Partial Revision of the Electricity Business Act, pursuant to the provisions prior to the
revision of this Act, the Company provides drought reserves against fluctuation in water levels in the sums
stipulated by the Ministry of Economy, Trade and Industry ordinance.



Provision for depreciation of nuclear power plants

In accordance with the Electricity Business Act, the Company provides for a provision for depreciation of
nuclear power plants to equalize the burden of depreciation expenses after commencement of commercial
operation based on an ordinance of the Ministry of Economy, Trade and Industry.

Accounting methods pertaining to retirement benefits

To prepare for employees’ retirement benefits, the figure obtained by subtracting plan assets from retirement
benefit obligations from the estimated sums at the end of the consolidated accounting year is recorded as liability
for retirement benefits (or as asset for retirement benefits when the plan asset amount exceeds the retirement
benefit obligations).

For attributing the estimated retirement benefits to the period until the end of the fiscal year in determining the
retirement benefit obligations, the benefit formula basis is principally followed.

Past service costs are amortized by the straight-line method using a certain number of years (mainly 1 year)
within the employee’s average remaining service period when the costs occurred.

Actuarial gains/losses are apportioned into sums by the straight-line method using a certain number of years (5
years) within the employee’s average remaining service period from the consolidated accounting year in which
the difference occurred, and each sum is amortized from the consolidated accounting year following the year of
occurrence.

Unrecognized actuarial gains/losses and unrecognized past service costs are recorded as accumulated
adjustments for retirement benefit in accumulated other comprehensive income in the Net Assets section, after
adjusting for tax effects.

Derivatives and hedge accounting

The Companies state derivative financial instruments at fair value and recognize changes in the fair value as
gains or losses unless the derivative financial instrument is used for hedging purposes. If used for hedging
purposes and meet certain hedging criteria, recognition of gain/loss is deferred until the loss/gain on the hedged
item is recognized.

Under Japan’s accounting standards, interest rate swap transactions, forward foreign exchange transactions and
currency swap transactions are processed together with the hedged items and are not recognized in terms of
losses/gains in derivative transactions.

Hedging effectiveness is evaluated by comparing the total cash flow change of the hedging instrument and the
total cash flow change of the hedged item. However, assessment of hedge effectiveness is not carried out for
interest rate swap transaction or currency swap transactions that meet certain requirements.

Capitalization of interest expense

Interest expense related to debt incurred for the construction of power plants has been capitalized and included in
the cost of the related assets pursuant to the accounting regulations under the Electricity Business Act.

Calculating asset retirement obligations for decommissioning specified nuclear power generation
facilities

In accordance with an Ordinance of the Ministry of Economy, Trade and Industry, the asset cost equivalent of
asset retirement obligations for decommissioning specified nuclear power generation facilities is calculated by
applying the straight-line method to the estimated total decommissioning cost for the period equal to the facilities’
forecasted operating period.

However, if retiring a reactor due to changes in energy policy, when approval by the Ministry of Economy,
Trade and Industry was given upon an application to extend the accumulation period, the straight-line method
shall be used to calculate the cost for the period from the month containing the retirement date of the specified
nuclear power generation facilities to the month in which 10 years have passed (if the retirement date is more than
40 years past from the month in which power generation began, then 50 years from the month in which power
generation began).

The asset retirement obligations for decommissioning specified nuclear power generation facilities are recorded
based on the estimated total decommissioning cost:

,10,



Money transfer and accrual methods for suspense account related to the decommissioning of
nuclear power stations, and in expense summing methods

With the change in energy policy, the accounting method used for the retirement of a reactor includes the
following: The book value (excluding the estimated cost of disposal) of nuclear power generation facilities related
to the relevant reactor (excluding decommissioned assets and assets equivalent to asset retirement obligations),
construction in progress related to the relevant nuclear power generation facilities and nuclear fuel related to the
reactor and the cost of reprocessing the irradiated fuel and cost of dissolving the nuclear fuel in connection with
the relevant reactor's decommissioning can be included as write-off costs in the suspense account related to the
decommissioning of nuclear power stations. Specifically, the power company submits an application form to the
Ministry of Economy, Trade and Industry's approval and carries out the transfers and additions into suspense
account related to the decommissioning of nuclear power stations. Then, starting from the month in which
approval is received, the Company adds the write-off costs to those expense accounts in amounts commensurate
with its electricity rate revenue.

Method of recording the contributions required for spent nuclear fuel reprocessing

For expenses required in the reprocessing of spent nuclear fuel from nuclear power generation, based on the“Act
for the Partial Amendment of the Spent Nuclear Fuel Reprocessing Fund Act” (Act No. 40 of 2016; the
“Amended Act”), the nuclear power company’s obligation to shoulder costs will be fulfilled by paying a
contribution to the Nuclear Reprocessing Organization of Japan (“NuRO”), which will then implement the
reprocessing, etc. Furthermore, based on Article 4, Paragraph 1 of the Amended Act, the contribution calculated
based on the amount of spent nuclear fuel generated during operation depends on the method used to record it as
an electric utility operating expense.

Also, the difference between the estimated costs required in the reprocessing of spent fuel generated up to the
end of FY 2005 and the FY 2006 reserve fund recorded under the standard, a ¥3,306 million each year, has been
recorded as electric utility operating expense from the effective date of the Amended Act until FY 2020 based on
Article 4 of the supplementary provisions of the Ordinance Partially Amending the Accounting Rules for the
Electric Power Industry (Ministry of Economy, Trade and Industry Ordinance No. 94 of 2016).

Furthermore, contributions to NuRO include contributions related to processing involved in reprocessing spent
nuclear fuel in accordance with Article 2 of the Amended Act, and the said contributions are recorded as suspense
account related to reprocessing of spent nuclear fuel.

Cash and cash equivalents

Cash and cash equivalents include all highly liquid investments with original maturities of three months or less
that are readily convertible to known amount of cash as they present insignificant risk of change in value.

Foreign currency transactions

Receivables and payables denominated in foreign currencies are translated into Japanese yen at the year-end rate.

Consolidated tax system
The Companies apply the consolidated tax system.

Application of tax effect accounting for the transition from the consolidated tax payment system to
the group taxation system

Having regard to paragraph 3 of “Practical Solution on the Treatment of Tax Effect Accounting for the Transition
from the Consolidated Taxation System to the Group Tax Sharing System” (PITF No.39, March 31, 2020), the
Company and its domestic consolidated subsidiaries did not follow paragraph 44 of “Implementation Guidance on
Tax Effect Accounting” (ASBJ Guidance No. 28, February 16, 2018) but applied provisions of pre-amended tax
laws when calculating the amounts of deferred tax assets and liabilities that relate to transitioning to the group

taxation system and related amendments of tax laws for transitioning to the single tax payment system.

,11,



3. Changes in Accounting Policies Difficult to Distinguish from Changes in
Accounting Estimates
Change in the depreciation method for property, plant and equipment

The Company has conventionally used the declining balance method for depreciation of property, plant and
equipment (excluding leased assets), but has changed it to the straight-line method from the year ended March 31,
2020 onward.

From the advancement of electricity system reforms to changes in the way power is consumed prompted by the
Great East Japan Earthquake, the business environment surrounding the Company has undergone significant
changes in recent years. In terms of regulations, the full-scale liberalization of retail electricity was implemented
in 2016, and legal separation was implemented in April 2020. It is expected that competition due to these
electricity system reforms will become even more and more intense.

With that in mind, regarding the way power is consumed, although strong numbers of demand can be expected
for major industries, the Company also forecast decrease in household demand due to factors such as the
population decrease that has already begun and the orientation towards conserving electricity/energy prompted by
the Great East Japan Earthquake. For these reasons, the Company projected that the electric power demand in our
area will remain virtually at the same level for the next 10 years.

In accordance with the changes in the electric power demand, moving forward, the Company shifted the purpose
of capital investment focus items the "FY 2019 Mid-Term Management Plan" from business expansion to function
maintenance, changing the policy to engage in the further stable operation of facilities. For that reason, the
Company determined that the straight-line method, which allocates the investment effect to profit stably for a long
term, is more in line with the actual situation as the method of depreciation.

As a result, for the year ended March 31, 2020, operating profit increased by ¥21,480 million (US$197,066
thousand), and ordinary income and profit before income taxes increased by ¥21,372 million (US$196,080

thousand), compared with the figures obtained using the previous method.

4. Standards and guidance not yet adopted
The following standard and guidance were issued but not yet adopted.
- "Accounting Standard for Revenue Recognition" (ASBJ Statement No. 29, March 31, 2020)
- "Implementation Guidance on Accounting Standard for Revenue Recognition" (ASBJ Guidance No. 30, March

31, 2020)

(1) Overview

The above standard and guidance provide comprehensive principles for revenue recognition. Under the standard
and guidance, revenue is recognized by applying following 5 steps:

Step1: Identify contract(s) with customers.

Step2: Identify the performance obligations in the contract.

Step3: Determine the transaction price.

Step4: Allocate the transaction price to the performance obligation in the contract.

Step5; Recognize revenue when (or as) the entity satisfies a performance obligation.

(2) Effective date
This standard and guidance will be applied from the beginning of the fiscal year ending March 31, 2022.
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(3) Effects of the application of the standards
The Company and its consolidated domestic subsidiaries are currently in the process of determining the eftects

of these new standards on the consolidated financial statements.

-“Accounting Standard for Fair Value Measurement” (ASBJ Statement No. 30, July 4, 2019)

-“Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASBJ Guidance No. 31, July
4,2019)

-“Accounting Standard for Measurement of Inventories” (ASBJ Statement No. 9, July 4, 2019)

-“Accounting Standard for Financial Instruments” (ASBJ Statement No. 10, July 4, 2019)

-“Implementation Guidance on Disclosures about Faire Value of Financial Instruments” (ASBJ Guidance No.19,

July 4, 2019)

(1)Overview

In order to enhance comparability with internationally recognized accounting standards, “Accounting Standard
for Fair Value Measurement” and “Implementation Guidance on Accounting Standard for Fair Value
Measurement” (together, hereinafter referred to as “Fair Value Accounting Standards”) were developed and
guidance on methods measuring fair value was issued. Fair Value Accounting Standards are applicable to the fair
value measurement of the following items:
-Financial instruments in “Accounting Standard for Financial Instruments”; and
-Inventories held for trading purposes in “Accounting Standard for Measurement of Inventories.”
Furthermore, the "Implementation Guidance on Disclosures about Fair Value of Financial Instruments" was
revised, to include cautionary notes regarding matters such as the breakdown for each level of the fair value for

financial instruments.

(2) Effective date
These standard and guidance will be applied from the beginning of the fiscal year ending March 31, 2022.

(3) Effects of the application of the standards
The Company and its consolidated domestic subsidiaries are currently in the process of determining the effects

of these new standards on the consolidated financial statements.

-“Accounting Standard for Accounting Policy Disclosures, Accounting Changes and Error Corrections” (ASBJ

Statement No. 24, March 31, 2020)
(1)Overview
The purpose of this standard is to indicate the principle for accounting process and the overview of procedures

used when the related accounting standards are not clearly determined.

(2)Effective date
This standard will be applied from the year ending March 31, 2021.
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-“Accounting Standard for Disclosure of Accounting Estimates” (ASBJ Statement No.31, March 31, 2020)

(1)Overview
The purpose of this standard is to disclose information that contributes to the financial statement users in
understanding the accounting estimate included in items where the estimated figures recorded in the financial

statements for this fiscal year may greatly affect the financial statements for the following fiscal year.

(2)Effective date
This standard will be applied from the year ending March 31, 2021.

5. Additional Information
Reversal of a provision for depreciation of nuclear power plants according to the partial amendment of the

Ministerial Ordinance concerning Provision for Depreciation of Nuclear Power Plants

(1)Descriptions

In accordance with an ordinance of the Ministry of Economy, Trade and Industry executed on August 2, 2019,
power generating businesses subject to the ordinance were set as those parties that use the declining balance
method to depreciate property, plant and equipment.

Since the Company changed its depreciation method for plant and equipment from the declining balance method
to the straight-line method from the year ended March 31, 2020, the Company is no longer an electricity
generation utility subject to the Ministerial Ordinance from this year.

As a result, the Company reversed the balance of provision for depreciation of nuclear power plants at

September 30, 2019.

(2)Reversed amount
¥86,739 million (US$795,778 thousand) (Including ¥457 million (US$4,201 thousand) recorded during

consolidated cumulative second quarter year ended March 31, 2020.)

(3)Amount of effect to the consolidated profit (loss)

As a result of reversing the provision for depreciation of nuclear power plants (credit) at September 30, 2019,
profit before income taxes for the year ended March 31, 2020 increased by ¥86,739 million (US$795,778
thousand).

Disclosure related to the impact of COVID-19 on the accounting estimates
Since it is difficult to reflect the impact of COVID-19 into the estimate values of its future business plans, the
Companies have not included any effects of the COVID-19 in their accounting estimates, such as the

recoverability of deferred tax assets.

6. Content of extraordinary profit
For the year ended March 31, 2019, gains on sales of securities was recorded from the sale of strategically held
shares.
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7. Content of extraordinary loss

Following the decision to retire Iwakuni Thermal Power Station made by the Board of Directors meeting held on
February 25, 2020, an impairment loss of ¥2,114 million (US$19,401 thousand) for the generating facilities and a
provision of ¥106 million (US$975 thousand) for supplies were recorded for the year ended March 31, 2020.

(1)Grouping method
Fixed assets used in the electric power operations are considered as a single asset group due to the fact that all
assets from power generation to sales activity are used together to create a cash flow.
Fixed assets used in business other than electric power operations are accounted for by business or by location.
Fixed assets other than the above are, in general, accounted for by location or by individual asset.

(2)Asset outlines and amounts
Impairment loss recognized, based on the grouping, was ¥2,114 million (US$19,401 thousand), and the
following describes the fixed assets.

Thousands of
Millions of yen

U.S. dollars
Asset Location Type 2020 2020
Iwakuni Thermal Iwakuni, Land ¥292 $ 2,687
Power Station Yamaguchi Buildings 283 2,605
Prefecture Structures 1,216 11,163
Machinery and
equipmenf 320 2,941
Other 0 3
Total ¥2,114 $ 19,401

(3)Method for calculating recoverable amount

The book value of the applicable assets was written down to the recoverable amount and the amount written
down was included in loss on decommissioning of Iwakuni Thermal Power Station. The recoverable amount was
measured using the net realizable value, with the estimated cost of disposal deducted from the valuation amount
evaluated based on the price of the road rating.

For the year ended March 31, 2019, contingent loss was recorded with an amount equivalent to the book value of
assets lost due to the torrential rain occurred in July 2018.

Loss on disaster is considered the disaster recovery costs from the said disaster, and recorded facility recovery
costs (repair costs) of ¥2,698 million and other disaster-related costs of ¥824 million.

Loss on withdrawal from business is the loss that occurred due to the Company's consolidated subsidiary
ADPLEX Co., Ltd. withdrawing from the package printing business, and includes impairment loss of ¥1,906
million. The following describes the assets that have recorded impairment loss.

(1) Grouping method
Fixed assets used in the electric power operations are considered as a single asset group due to the fact that all
assets from power generation to sales activity are used together to create a cash flow.
Fixed assets used in business other than electric power operations are accounted for by business or by location.
Fixed assets other than the above are, in general, accounted for by location or by individual asset.
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(2) Asset outlines and amounts
The Companies have recorded impairment loss for the following fixed assets used in business other than electric
power operations.

Millions of yen
Application Location Type 2019
Business assets Hiroshima, Land ¥ 560
Hiroshima Prefecture Buildings 725
Ma(-:hmery and 589
equipment
Other 32
Total ¥ 1,906

(3) Method for calculating recoverable amount

The book value of the applicable assets was written down to the recoverable amount and the amount written
down was recorded in loss on withdrawal from business. Net realizable value was used for the recoverable amount,
and the net realizable value was evaluated using estimated sales amounts.

8. Cash and cash equivalents
Reconciliations between cash and time deposits recorded in the consolidated balance sheets and cash and cash
equivalents recorded in the consolidated statements of cash flows at March 31, 2020 and 2019 were as follows:

Millions of yen TS of

U.S. dollars
2020 2019 2020
Cash and time deposits ¥ 67,401 ¥ 111,459 $ 618,358
Time deposits with maturities exceeding 3 months (20,060) (20,060) (184,036)
Cash and cash equivalents ¥ 47341 ¥ 91,399 $ 434,321

9. Content of Important Non-Fund Transactions
The exercise amount of stock acquisition rights in convertible bonds with stock acquisition rights for the years

ended March 31, 2019 and 2020 were as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020

Increase in capital due to exercise of stock acquisition rights ¥ 11,496 ¥ — $ 105,474
Increase in additional paid-in capital due to exercise of stock

, . 11,496 — 105,474
acquisition rights
Decrease in bonds with stock acquisition rights due to

, o ¥ 22,993 ¥ — $ 210,949
exercise of stock acquisition rights
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10. Property, plant and equipment
The major classifications of property, plant and equipment at March 31, 2020 and 2019 were as follows:

o Thousands of
Millions of yen

U.S. dollars
2020 2019 2020
Ezgggzlsecmc SOTE [ ¥ 109,265 ¥ 111,534 § 1,002,437
Thermal power production facilities 170,226 178,585 1,561,714
Nuclear power production facilities 97,489 102,277 894,400
Transmission facilities 299,634 303,096 2,748,940
Transformation facilities 148,766 143,361 1,364,828
Distribution facilities 368,242 364,738 3,378,367
General facilities 85,549 75,668 784,856
Inactive facilities 14,316 16,150 131,347
eOCIEie;meifctric utility plants and 5.194 5,125 47.654
Other plants 116,898 118,925 1,072,461
Construction in progress 1,017,143 939,359 9,331,587
ceprocewin of spent nuclar fu 15,149 T 138,982
Total ¥ 2,447,876 ¥ 2,370,184 $ 22,457,579

Accumulated gains in relation to the receipt of contributions in aid for construction deducted from the original
acquisition costs were ¥106,968 million (US$981,362 thousand) and ¥100,737 million at March 31, 2020 and
2019, respectively.

11. Financial instruments

1. Issues related to financial instruments

(1) Approach to financial instruments

Most of the Companies’ business consists of electric power business and funds that are necessary for capital
investment and operations are raised from bonds, long-term borrowings, short-term borrowings and commercial
paper (“CP”) according to the Companies’ plans for financing.

The Companies’ fund management involves only highly safe monetary assets pursuant to these plans.

The derivative transactions are only for receivables and payables (actual demand transactions) arising from the
business of the Company and certain consolidated subsidiaries. There are no transactions for speculative purposes.

(2) Details and risks of financial instruments and our risk management structure

Long-term investments (available-for-sale securities) consist of stocks of companies that share business interests
with us, and the fair value of the stocks and the financial condition of the relevant companies are investigated on a
regular basis.

The majority of the Companies’ notes receivable and accounts receivable consist of receivables related to the
electric power business and are exposed to customer credit risk. For the relevant risk, each customer’s due date
and balance are controlled in accordance with power supply conditions.

Short-term investments (held-to-maturity securities) are in the form of negotiable deposits and are exposed to the
banks' credit risk. The risk is managed by depositing these investments only with banks that have a high credit
rating.

Bonds and loans payable are procured mainly for capital investment. Since many interest-bearing debts consist
of long-term funds with fixed interest rates (bonds and long-term borrowings), the fluctuation of market interest
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rates may have limited impact on our business results. Some long-term funds are used for derivative transactions
(interest rate swaps and currency swaps) as a means to hedge risk to mitigate or avoid market fluctuation risk.

Due dates of the most notes payable and accounts payable are within one year.

The Company enters into interest rate swap contracts, commodity swap contracts and currency swap contracts to
mitigate and avoid market fluctuation risk. The Company has adopted hedge accounting for these instruments.

The Company believes that the related credit risk arising from the event of contract nonperformance by
counterparties is extremely low, since the Company uses highly creditworthy financial institutions as
counterparties to its derivative transactions, and determines fair values and credit information on a periodic basis.

The Company has established a management function independent from the execution function of derivatives
and manages derivative transactions in accordance with internal regulations providing authorization limits,
methods of execution, reporting and management, etc.

Although bonds and loans payable are exposed to liquidity risk, the Companies manage liquidity risk by monthly
cash management ensuring liquidity that is necessary for operation of the Companies and diversifying financing
methods.

(3) Supplemental explanation for financial instruments’ fair value

The fair value of financial instruments is the market value or a reasonably calculated value when the relevant
instruments do not have a market value. Since value calculation reflects variable factors, the relevant value may
change depending on preconditions.

Note that the contract amount for derivative transactions in Note 13, “Derivatives and hedge accounting,” does
not reflect the market risk for the derivative transaction itself.

2. Issues related to fair value of financial instruments

The followings are the book values, the fair values and the differences at March 31, 2020 and 2019. Please note
that items whose fair value is difficult to evaluate are not included (See Note b).

Millions of yen Thousands of

U.S. dollars
2020 2019 2020
Book Fair Difference Book Ly Difference Book Fair Difference
value value value value value value
Assets
(1) Long-term
investment:
Available-for-sale ¥ 12,599 ¥ 12,599 ¥ — ¥ 16,546 ¥ 16,546 ¥ — $ 115,587 $ 115,587 $ —
securities
(2) Cash and time - - -
deposits 67,401 67,401 111,459 111,459 618,358 618,358
(3) Notes receivable
and accounts 128,572 128,572 — 132,776 132,776 — 1,179,562 1,179,562 —
receivable
Liabilities
(4) Bonds ¥921,523 ¥ 935,279 ¥ 13,756  ¥990,453 ¥1,012,805 ¥22,352 $8,454,339 $8,580,546 $ 126,206
©) ﬁong'te.rm 1,182,834 1,201,356 18,522 1,118,965 1,139,569 20,603 10,851,690 11,021,621 169,931
orrowings
(6) Short-term B . o
borrowings 67,195 67,195 67,645 67,645 616,467 616,467
(7). Notes payable and 56,223 56,223 - 48,684 48,684 — 515813 515813 -
accounts payable
(8) Derivative
transactions
®Hedg? . ¥ (160) ¥ (160) ¥ — ¥ — ¥ — ¥ —  $(1,469)  $(1,469) $ —
accounting 18
applied
@Hedge (414) (414) — (523) (523) — (3,805) (3,805) —
accounting is not
applied

(Note a) Issues related to evaluation method for financial instruments’ fair value, securities and derivative
transactions
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(1) Long-term investment: Available-for-sale securities

Fair values depend on stock exchange quotations.

For the difference between book value and acquisition cost for available-for-sale securities, please refer to Note
12, “Securities.”

(2) Cash and time deposits and (3) Notes receivable and accounts receivable

Since these are settled in a short time and their fair values approximate the book values, the relevant book values
are quoted for them.

For the difference between fair value and book value for held-to-maturity securities, refer to Note 12,
“Securities.”

(4) Bonds

Bonds with market value are valued as such. Bonds without market value are valued based on comparable bonds
being newly issued or on a price put forward by the financial institution or other organizations. Some bonds are
subject to the special treatment of interest rate swaps and assignment of currency swaps (Please refer to Note 13,
“Derivatives and hedge accounting”). These are valued based on the same terms and conditions applied to the
relevant interest rate swap transactions and currency swap transactions.

(5) Long-term borrowings

The values of long-term borrowings are calculated using terms as if the borrowings were new loans. Some
long-term borrowings are subject to the special treatment of interest rate swaps (Please refer to Note 13,
“Derivatives and hedge accounting”). These are valued based on the same terms and conditions applied to the
relevant interest rate swap transactions.

(6) Short-term borrowings and (7) Notes payable and accounts payable
Since these are settled in a short time and their fair values approximate the book values, the relevant book values
are quoted for them.

(8) Derivative transactions
Please refer to Note 13, “Derivatives and hedge accounting.”

(Note b) Financial instruments for which assessing fair value is extremely difficult

Millions of yen ULTOTEETLES, 0

U.S. dollars
Book value
2020 2019 2020
Unlisted stocks ¥ 37,779 ¥ 37,674 $ 346,597
Other 1,917 1,043 17,587
Total ¥ 39,696 ¥ 38,718 $ 364,184

The above securities do not have market values, and it is difficult to estimate their future cash flow. As a result,
they are not included in “(1) Long-term investment: Available-for-sale securities.”
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(Note c) Anticipated redemption schedule for monetary claims and debt securities held to maturity subsequent to

the fiscal year-end

L Thousands of
Millions of yen U.S. dollars
Within 1 year
2020 2019 2020
Cash and time deposits ¥ 67,401 ¥ 111,459 $ 618,358
Notes receivable and accounts receivable 128,572 132,776 1,179,562
Total ¥ 195,973 ¥ 244,235 $ 1,797,920
(Note d) Anticipated redemption schedule for bonds, long-term borrowings and other
interest-bearing debt subsequent to the fiscal year-end
Millions of yen
2020
s 1 year 2 years 3 years 4 years
Within 1 year Over 5 years
- 2 years - 3 years - 4 years - 5 years
Bonds ¥ 120,000 ¥ 80,000 ¥ 40,000 ¥ 118,228 ¥ 133,185 ¥ 430,000
Long-term borrowings 76,089 159,982 142,042 92,279 98,804 613,635
Short-term borrowings 67,195 — — — — —
Total ¥ 263,284 ¥ 239,982 ¥ 182,042 ¥ 210,507 ¥ 231,989 ¥ 1,043,635
Millions of yen
2019
o 1 year 2 years 3 years 4 years
WALARIIZE 2 years - 3 years - 4 years - 5 years O
Bonds ¥ 251,959 ¥ 120,000 ¥ 80,000 ¥ 30,000 ¥ 118,228 ¥ 390,000
Long-term borrowings 54,529 76,099 159,999 142,059 92,297 593,980
Short-term borrowings 67,645 — — — — —
Total ¥ 374,133 ¥ 196,099 ¥ 239,999 ¥ 172,059 ¥ 210,525 ¥ 983,980
Thousands of U.S. dollars
2020
. 1 year 2 years 3 years 4 years
Within 1 year - 2 years - 3 years - 4 years - 5 years Over 3 years
Bonds $ 1,100,917 $ 733,944 $ 366,972 § 1,084,660 §$ 1,221,880 $ 3,944,954
Long-term borrowings 698,070 1,467,726 1,303,139 846,602 906,465 5,629,685
Short-term borrowings 616,467 — — — — —
Total $ 2,415,455 $ 2,201,671 $ 1,670,112 § 1,931,263 $ 2,128,346 $ 9,574,639

(Note e) Bonds and long-term borrowings include items whose payment is due within one year.

(Note f) Receivables and liabilities generated from derivative transactions are shown in net amounts. When the
total amount is negative (liabilities), the amount is shown in parentheses ( ).
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12. Securities
Available-for-sale securities

e Thousands of
Millions of yen U.S. dollars
2020 2019 2020
Categories Book value Acquisition Difference ol Ak Difference Book value Acquisition Difference
ost value cost cost
Available-for-sale
securities with book
values exceeding
acquisition costs
Equity securities ¥11,537 ¥6,375 ¥5,162 ¥16,157 ¥7,301 ¥8,856 $105,846 $58,487  $47,358
Bonds - - - - - — - — —
Other 8 2 5 9 2 6 75 27 48
Subtotal ¥11,545 ¥6,378 ¥5,167 ¥16,167 ¥7,304 ¥8,863 §$105,921 $58,515  $47,406
Available-for-sale
securities with book
values not exceeding
acquisition costs
Equity securities ¥1,053 ¥1,134 ¥ (81) ¥379 ¥456 ¥ (77) $9,665 $10,411  § (745)
Bonds - - - — — — — — —
Other - - - — — — — — —
Subtotal ¥1,053 ¥1,134 ¥ (81) ¥379 ¥456 ¥ (77) $9,665 $10,411 $ (745)
Total ¥12,599 ¥7,512 ¥5,086 ¥16,546 ¥7,761 ¥8,785 $115,587 $68,926  $46,661

At March 31, 2020 and 2019, unlisted stocks of ¥39,696 million (US$364,184 thousand) and ¥38,718 million,
respectively, had no market values. Since estimating their future cash flow to evaluate their fair value was difficult,
the unlisted stocks are not included in the “Available-for-sale securities”.

13. Derivatives and hedge accounting

Derivative transactions for which hedge accounting was not applied
Millions of yen

2020 2019
Amount Arn;)ltlrr;t ?f Unrealized Amount of Am?l?rr: ?f Unrealized
Categories Type of transaction of contract —poir value ains ount o contrac Fair value ains
g yp longer than g contract  longer than 8
contract lgyear (losses) lgyear (losses)
Commodity swap
Market  Fixed-rate payment
transactions  and flexible-rate ¥ 397 ¥ — ¥ (160) ¥ (160) y — y — y — ¥y —
receipt
Thousands of U.S. dollars
2020
Amount of
Categories Type of transaction Amount of contract Fair value Unrealized
g yp contract  longer than 1 gains (losses)
year
Commodity swap
Market  Fixed-rate payment
transactions  and flexible-rate $ 3.647 § — $ (1,469) S (1,469)

receipt

(Note a) The fair value of derivative transactions is measured at quoted prices from the financial institutions.
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Derivative transactions for which hedge accounting was applied

<Currencies>
Millions of yen

2020 2019

Hedee Amount of Amount of

& . Itemstobe Amountof contract . Amount of contract longer .
accounting Type of transaction Fair value Fair value
hedged contract  longer than contract than

method

1 year 1 year

Currency swap

Assignment of  Japanese yen
currency sWaps  payment & U.S.  Bonds ¥ 86413 ¥ 86413  (Noteb) ¥ 90,187 ¥ 33228  (Note b)
dollars receipt

Thousands of U.S. dollars

2020
Hedee Amount of
&€ . Items to be ~ Amount of contract .
accounting Type of transaction Fair value
hedged contract  longer than 1
method
year
Currency swap
Assignment of
currency Japanese yen
swaps payment & U.S. Bonds $ 792,779 $792,779  (Note b)

dollars receipt

(Note b) Since currency swaps that are treated in “Assignment of currency swaps” are treated together with
hedged bonds, the relevant fair value is included in the fair value of the bonds.

<Interest>
Millions of yen
2020 2019
Hedee Amount of Amount of
&€ . Items to be  Amount of  contract . Amount of contract longer .
accounting Type of transaction hedeed | h Fair value h Fair value
method edge contract onger than contract than
1 year 1 year
Interest-rate swap
Special
treatment of  Fixed-rate receipt Bonds &
Interest rate & flexible-rate  long-term ¥20,000 ¥— (Note c) ¥60,717 ¥20,000  (Note c)
swaps payment borrowings
Thousands of U.S. dollars
2020
Hedoe Amount of
&€ 9 Items to be  Amount of contract .
accounting Type of transaction hedeed contract  loneer than 1 Fair value
method & gyear
Interest-rate swap

Special
treatment of Fixed-rate receipt Bonds &
Interest rate & flexible-rate  long-term $183,486 $—  (Note c)

SEDs payment borrowings

(Note c¢) Since interest-rate swaps that are treated in “Special treatment of interest rate swaps” are treated
together with hedged bonds and long-term borrowings, the relevant fair value is included in the fair
value of the bonds and long-term borrowings.
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<Commodities>
Millions of yen

2020 2019
Hed Amount of Amount of
cage . Items tobe  Amountof  contract . Amount of  contract .
accounting  Type of transaction Fair value Fair value
hedged contract longer than contract longer than
method
1 year 1 year
Commodity swap Fuel import
General  Fixed-rate payment & payment debt ¥ 2,520 ¥ — ¥ (414) ¥ 4887 ¥ — ¥ (523)
method flexible-rate (projected
receipt transaction)
Thousands of U.S. dollars
2020
Hed Amount of
cage . Items to be Amount of  contract .
accounting  Type of transaction Fair value
hedged contract  longer than
method
1 year
Commodity swap Fuel import
General Fixed-rate payment & payment debt
. 23,127 — 3,805
method flexible-rate (projected 3 $ S )
receipt transaction)

(Note d) The fair value of derivative transactions is measured at quoted prices from the financial institutions.

14. Long-term debt
Long-term debt at March 31, 2020 and 2019 consisted of the following:

Millions of yen Thousands of

U.S. dollars
2020 2019 2020
Bonds due through 2049 ¥921,523 ¥990,453 $8,454,339

at rates of 0% to 3.488% (Note)

Long-term borrowings from the Development
Bank of Japan Inc., other banks and insurance 1,182,834 1,118,965 10,851,690
companies due through 2036

Lease obligations 486 474 4,461
¥2,104,843 ¥2,109,893 $19,310,491

Less amounts due within one year (196,304) (306,705) (1,800,963)
Total ¥1,908,538 ¥1,803,187 $17,509,528

(Note) Bonds include zero-coupon bonds with stock acquisition rights due in 2020 and 2022.

At March 31, 2020 and 2019, long-term borrowings from the Development Bank of Japan Inc. in the amounts of
¥325,000 million (US$2,981,651 thousand) and ¥286,445 million and all bonds above were secured by a statutory
preferential right which gives the creditors a security interest in all assets of the Company totaling ¥3,092,832
million (US$28,374,613 thousand) and ¥3,085,124 million, respectively, senior to that of general creditors. Some
assets of subsidiaries are being used as collateral for loans from financial institutions and other sources.

The annual maturities of long-term debt at March 31, 2020 and 2019 were as follows:

At March 31, 2020 Millions of Yen Thousands of
Year ending March 31 U.S. dollars
2021 ¥ 196,089 § 1,798,987
2022 239,982 2,201,672
2023 182,042 1,670,112
2024 210,507 1,931,263
Thereafter 1,275,625 11,702,985
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At March 31, 2019 Millions of Yen

Year ending March 31

2020 ¥ 306,488
2021 196,099
2022 239,999
2023 172,059
Thereafter 1,194,505

Note: Excluding lease obligations.

15. Leases
(As lessee)

Operating lease transactions

The present values of future minimum lease payments under operating leases that are non-cancelable at March
31, 2020 and 2019 were as follows:

Millions of yen Thousands of U.S. dollars
2020 2019 2020
Current portion ¥5 ¥32 $ 53
Non-current portion 3 3 35
Total ¥o9 ¥ 36 $ 88

(As lessor)

1. Finance lease transactions

Non-capitalized finance leases before March 31, 2008 have been accounted for in the same manner as operating
leases.

Lease payments received under non-capitalized finance leases amounted to ¥147 million (US$1,356 thousand)
and ¥198 million for the years ended March 31, 2020 and 2019, respectively.

The present values of future minimum lease payments to be received under non-capitalized finance leases at
March 31, 2020 and 2019 were as follows:

Millions of yen Thousands of U.S. dollars
2020 2019 2020
Current portion ¥ 145 ¥ 188 $ 1,331
Non-current portion 91 237 844
Total ¥ 237 ¥ 425 $2,175

2. Operating lease transactions

The present values of future minimum lease payments under operating leases that are non-cancelable at March
31, 2020 and 2019 were as follows:

Millions of yen Thousands of U.S. dollars
2020 2019 2020
Current portion ¥ 46 ¥ 34 $ 424
Non-current portion 118 103 1,083
Total ¥ 164 ¥ 137 $ 1,507
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16. Contingent liabilities
At March 31, 2020 and 2019, the Companies were contingently liable as guarantors for loans of other companies
and employees in the amount of ¥127,417 million (US$1,168,967 thousand) and ¥122,398 million, respectively.
At March 31, 2019, the Company was also contingently liable with respect to certain domestic bonds which were
assigned to certain banks under debt assumption agreements in the aggregate amount of ¥35,000 million.

17. Research and development expenses

Research and development expenses charged to operating expenses were ¥11,906 million (US $109,235
thousand) and ¥11,345 million for the years ended March 31, 2020 and 2019, respectively.

18. Retirement benefits
1. Overview of the retirement benefit plan adopted

The Companies provide a defined benefit corporate pension scheme — including a hybrid annuity scheme — and a
lump sum plan as their defined benefit type plan.

A premium severance payment is also sometimes made when employees retire or otherwise terminate their
employment.

In 1984 the Company adopted a qualified pension plan for a part of its retirement allowance system. In 2004,
however, under a review of its regulations concerning retirement allowance/pension plans, it shifted to a hybrid
annuity scheme, which is a floating-rate type of pension plan, and shifted to a system offering a choice between a
defined contribution pension plan and retirement benefit advance payment scheme for part of its retirement lump
sum scheme.

Under the defined benefit corporate pension schemes and retirement lump sum schemes of some of the
subsidiaries, the simplified valuation method is used for calculating the assets, liabilities and costs for the
retirement benefits. In such cases, each is added to the appropriate itemization in ‘2. Defined benefit plans” below.

2. Defined benefit plans

(1) Movement in retirement benefit obligations

Millions of yen onhd

U.S. dollars
2020 2019 2020
Balance at the beginning of the fiscal year ¥262,998 ¥ 266,536 $2,412,831
Service cost 9,030 9,076 82,850
Interest cost 2 275 25
Actuarial loss (gain) (6,037) 2,216 (55,385)
Benefits paid (17,275) (15,109) (158,493)
Other 0) 3 )
Balance at the end of the fiscal year ¥ 248,719 ¥ 262,998 $ 2,281,826
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(2) Movement in plan assets

Millions of yen

Thousands of

U.S. dollars
2020 2019 2020
Balance at the beginning of the fiscal year ¥ 241,768 ¥ 244,001 $ 2,218,059
Expected return on plan assets 3,715 3,559 34,086
Actuarial loss (gain) (9,716) 537 (89,145)
Contributions paid by the Companies 3,823 4,153 35,076
Benefits paid (11,730) (10,483) (107,623)
Balance at the end of the fiscal year ¥ 227,859 ¥ 241,768 $ 2,090,452

retirement benefits

(3) Reconciliation from retirement benefit obligations and plan

Millions of yen

assets to liability (asset) for

Thousands of U.S.
dollars

defined benefit plans at the end of the fiscal year

,26,

2020 2019 2020
Retirement begeﬁt obligations for defined benefit ¥ 184,565 ¥ 195370 $ 1,693,260
corporate pension schemes
Plan assets (227,859) (241,768) (2,090,452)
(43,293) (46,397) (397,191)
Retirement benefit obligations for retirement lump 64.153 67.627 588.565
sum schemes ’ ’ ’
Total net liability (asset) for retirement benefits at ¥20.859 ¥21230 $ 191,374
the end of the fiscal year
Millions of yen Thous;l(r)llcllzrzf US.
2020 2019 2020
Liability for retirement benefits ¥ 65,718 ¥ 69,362 $ 602,918
Asset for retirement benefits (44,858) (48,132) (411,543)
Total net liability (asset) for retirement benefits at ¥ 20,859 ¥ 21230 $ 191,374
the end of the fiscal year
(4) Retirement benefit costs
Millions of yen Thous;;lﬁzr(;f L0
2020 2019 2020
Service cost ¥ 9,030 ¥ 9,076 $ 82,850
Interest cost 2 275 25
Expected return on plan assets (3,715) (3,559) (34,086)
Net actuarial loss (gain) amortization 839 (2,214) 7,698
Other 1,056 970 9,693
Retirement benefit costs for Y7213 ¥4.548 ¥ 66,181



(5) Adjustments for retirement benefit
A breakdown of the items (before tax effect deduction) that have been reported as adjustments for retirement
benefits was as follows:

Millions of yen Thousands of U.S. dollars
2020 2019 2020
Actuarial gains/losses ¥ (2,840) ¥ (3,893) $ (26,061)
Total ¥ (2,840) ¥ (3,893) $ (26,061)

(6) Accumulated adjustments for retirement benefit
A breakdown of the items (before tax effect deduction) that have been reported as accumulated adjustments for
retirement benefits was as follows:

Millions of yen Thousands of U.S. dollars
2020 2019 2020
Unrecognized actuarial gains/losses ¥7,569 ¥4,728 $ 69,443
Total ¥7,569 ¥4,728 $ 69,443

(7) Plan assets

@ The percentages of the main categories of plan assets were as follows:

2020 2019
Bonds 37% 39%
Equity securities 10% 11%
Life insurance general accounts 40% 37%
Other 13% 13%
Total 100% 100%

@ Long-term expected rates of return

The long-term expected rate of return on plan assets is determined by taking into account the allocation of
current and expected plan assets as well the long-term rates of return to be expected currently and in the future
for the various assets that consist of the plan assets.

(8) Actuarial assumptions

The major actuarial assumptions were as follows:

2020 2019
Discount rate mainly 0.2% mainly 0.0%
Long-term expected rate of return mainly 1.5% mainly 1.4%

3. Defined contribution pension plan
The contributions required from the Companies to the defined contribution pension plan amounted to ¥757
million (US$6,948 thousand) and ¥763 million for the years ended March 31, 2020 and 2019, respectively.
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19. Income taxes

The Company is subject to a number of taxes based on income.

Significant components of the Companies’ deferred tax assets and liabilities at March 31, 2020 and 2019 were as
follows:

Thousands of U.S.

Millions of yen dollars
2020 2019 2020
Deferred tax assets:
Excess depreciation ¥ 24,700 ¥24372 $ 226,606
Asset retirement obligations 13,028 12,849 119,524
Adjustment for unrealized intercompany profits 9,544 9,080 87,568
Liability for retirement benefits 6,234 6,249 57,196
Accrued bonuses and other expenses 3,756 3,685 34,464
Reprocessing of irradiated nuclear fuel 2,275 2,291 20,877
Provision for depreciation of nuclear power plants — 24,124 —
Other 20,355 18,642 186,751
Total gross deferred tax assets 79,895 101,295 732,989
Less valuation allowance (16,235) (14,952) (148,946)
Total deferred tax assets 63,660 86,342 584,043
Deferred tax liabilities:
Unrealized holding gains on securities (1,633) (2,727) (14,989)
Other (1,631) (2,016) (14,965)
Total deferred tax liabilities (3,265) (4,744) (29,954)
Net deferred tax assets ¥60,395 ¥81,598 $554,089

For the years ended March 31, 2019 and 2020, as the discrepancy between the statutory effective tax rate and the
income tax rate after the application of tax effect accounting is less than 5/100ths of the statutory effective tax rate,

notes are omitted.

20. Asset retirement obligations
Asset retirement obligations included in the consolidated balance sheets

(1) Outline of the asset retirement obligations

Asset retirement obligations are recorded mainly in conjunction with measures to decommission specified
nuclear power generation facilities under the “Act on the Regulation of Nuclear Source Material, Nuclear Fuel
Material and Reactors.” In accordance with an ordinance of the Ministry of Economy, Trade and Industry, the cost
is calculated by applying the straight-line method to the estimated total decommissioning cost for the facilities’
forecast operating period.

However, if retiring a reactor due to changes in energy policy, when approval by the Ministry of Economy,
Trade and Industry was given upon an application to extend the accumulation period, the straight-line method
shall be used to calculate the cost for the period from the month containing the retirement date of the specified
nuclear power generation facilities, to the month in which 10 years have passed (if the retirement date is more
than 40 years past from the month in which power generation began, then 50 years from the month in which
power generation began).
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(2) Method of calculating the value of the asset retirement obligations

The value of the asset retirement obligations was calculated mainly by taking as the estimated use period the
accumulation period (generation facilities’ forecasted operating period) which is prescribed in the Ordinance of
the Ministry of Economy, Trade and Industry, and using a discount rate of 2.3%.

(3) Variation in the total value of the asset retirement obligations during the years ended March 31,
2020 and 2019:

Millions of yen Thousands of U.S. dollars
2020 2019 2020
Balance at the beginning of the fiscal year ¥91,856 ¥79,026 $842,724
Changes in estimated obligations and 1.852 12,830 16.998
accretion
Balance at the end of the fiscal year ¥93,709 ¥91,856 $859,722

(Note) Changes in estimated obligations and accretion for the year ended March 31, 2019 include the effect
(increase of ¥11,815 million) of the change in the estimated useful life used in calculating the asset
retirement obligations pertaining to measures for decommissioning specified nuclear power generation
facilities — namely, the change in useful life from the forecasted operating period plus the estimated

safe storage period to the forecasted operating period only.

21. Net assets

Under Japanese laws and regulations, the entire amount paid for new shares is required to be designated as
common stock.

However, a company may, by a resolution of the Board of Directors, designate an amount not exceeding one-half
of the price of the new shares as additional paid-in capital, which is included in capital surplus.

Under the Company Law, in cases in which a dividend distribution of surplus is made, companies are required to
set aside an amount equal to at least 10% of the aggregate amount of cash dividends as additional paid-in capital
or as legal earnings reserve until the total of these equals 25% of common stock. Legal earnings reserve is
included in retained earnings in the accompanying consolidated balance sheets.

Neither additional paid-in capital nor legal earnings reserve can be distributed as dividends. However, all
additional paid-in capital and all legal earnings reserve may be transferred to other capital surplus and retained
earnings, which are potentially available for dividends.

The maximum amount that the Company can distribute as dividends is calculated based on the non-consolidated
financial statements of the Company in accordance with Japanese law and regulations.

At the annual stockholders’ meeting held on June 25, 2020, the stockholders approved cash dividends amounting
to ¥9,014 million (US$82,704 thousand). The appropriations had not been accrued in the consolidated financial
statements at March 31, 2020. Such appropriations are recognized in the period in which they are approved by the
stockholders.
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22. Segment information

The Companies’ reporting segments are structural units of the Companies that are separated from the others and
for which separate financial information is available. This information is the subject of periodic deliberations by
the Board of Directors in order to decide the allocation of business resources and evaluate business results.

With electric power as their core, the Companies are developing total solution operations by focusing pouring
business resources into strategic business domains that can exploit the Companies’ strengths.

Thus, the Companies, with electric power as their nucleus, are composed of three segments each of which
provides different products and services using the business resources possessed by the Companies: "Electric
power," "Comprehensive energy supply," and “Information and telecommunications.”

In the “Electric power” segment, the Company supplies power within the Chugoku Region as the basis of our
operational development. In the “Comprehensive energy supply” segment, the Company provides energy
utilization services that include the sale of LNG and other fuels and the sale of electricity and heat. In the
“Information and telecommunications” segment, the Company provides electrical communications and data
processing services utilizing Information and Communications Technology (ICT).

Other business segments, not comprised in the reporting segments include those in which the Company carry out
environmental harmony creation, business/lifestyle support, electric power business support and like operations.

Change in the depreciation method for property, plant and equipment

As described In Note 3 "Changes in Accounting Policies Difficult to Distinguish from Changes in Accounting
Estimates", The Company has conventionally used the declining balance method for depreciation of property,
plant and equipment (excluding leased assets), but has changed it to the straight-line method from the year ended
March 31, 2020 onward.
As a result, for the year ended March 31, 2020, the segment income of, "Electric power" and “Comprehensive
energy supply” increased by ¥21,802 million (US$200,020 thousand) and ¥0 million (US$5 thousand), while
"Adjustment" decreased by ¥322 million (US$2,958 thousand), respectively, compared with the figures obtained

using the previous method.

A summary by segment for the years ended March 31, 2020 and 2019 is as follows:
Millions of yen

2020
Reporting segment
Blecric power Comprehensive Inforntl;tcif)n and Total Other Total Adjustn(leNnOtte) Consolidated
energy supply communications

Operating
revenues:
SR ¥1,187,127 ¥79,612 ¥31,007  ¥1,297,746 ¥49.606  ¥1,347,352 ¥ —  ¥1,347,352
customers
Intersegment 25,820 2,937 11,974 40,732 69,010 109,742 (109,742) —

Total 1,212,947 82,549 42,981 1,338,478 118,616 1,457,095  (109,742) 1,347,352
(Slff;’gem fneome ¥39,525 ¥2.336 ¥3,445 ¥45307 ¥4,617 ¥49,924 ¥(1,754) ¥48,170
Segment assets 3,033,949 54,985 77,756 3,166,691 222,743 3389434  (124,059) 3,265,374
Other items:
le)):’gersgiaﬁ"“ ¥67,842 ¥1,537 ¥8,809 ¥78,189 ¥3,563 ¥81,752 ¥ (489) ¥81,263
Investment in
equity method 13,843 5,799 - 19,643 100,630 120,274 - 120,274
affiliated
companies
Value increase in
tangible  and 168,335 1,808 9,307 179,451 3,670 183,122 (3,914) 179,207

intangible assets
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Millions of yen

2019
Reporting segment
Comprehensive lnifmmiton cmd Other Total Adjustment Consolidated
Electric power i tele- Total (Note)

CTCIEY SupPly communications
Operating
revenues:
Outside ¥1,224,535 ¥71,654 ¥29.764  ¥1,325,955 ¥51,023  ¥1,376,979 ¥ —  ¥1376,979
customers
Intersegment 23,994 2,287 12,099 38,381 71,654 110,035  (110,035) -

Total 1,248,530 73,942 41,864 1,364,337 122,678 1,487,015  (110,035) 1,376,979
f‘lf;‘;’gem T ¥10,265 ¥1,808 ¥2.332 ¥14,406 ¥6,115 ¥20,521 ¥(991) ¥19,530
Segment assets 3,030,443 51,955 77,365 3,159,763 224721 3,384,485  (122,820) 3,261,665
Other items:
eD;;’efgf“"“ ¥91,789 ¥1,694 ¥8990  ¥102,475 ¥3.388 ¥105,863 ¥ (1,084)  ¥104,779
Investment in
equity method 10,052 5,276 - 15,329 97,660 112,989 - 112,989
affiliated
companies
Value increase in
tangible and 170,917 750 7,849 179,517 2,689 182,206 (3,048) 179,158
intangible assets
Thousands of U.S. dollars
2020
Reporting segment
Comprehensive Information and Other Total Adjustment Consolidated
Electric power I tele- Total (Note)

Cnerey Supply communications
Operating
revenues:
Outside $10,891,074  $730,385  $284.469 $11,905,929 $455,105 $ 12,361,035 $ —  $12,361,035
customers
Intersegment 236,881 26,953 109,855 373,690 633,122 1,006,812  (1,006,812) —

Total 11,127,955 757,339 394324 12,279,619 1,088,228 13,367,847 (1,006,812) 12,361,035

(Slf;‘;’gem neome 362,614  $21,434 $31,613  $415663  $42357  $458,021 $ (16,092) $ 441,928
Segment assets 27,834,396 504,449 713,365 29,052,212 2,043,514 31,095,727 (1,138,165) 29,957,562
Other items:
CD:;’;;"‘“"“ $ 622,404 $14,105 $80,821 $717,331 $32,694 $750,026  $ (4,488) $745,537
Investment in
equity  method 127,006 53,209 - 180,215 923,217 1,103,432 - 1,103,432
affiliated
companies
Value increase in
tangible 1,544,358 16,595 85,390 1,646,344 33,674 1,680,018 (35.911) 1,644,107
and intangible

assets

(Note) “Adjustment” of “Segment income (loss)” in an amount of ¥(1,754) million (US$(16,092)

¥(991) million refers to intersegment elimination for the years ended March 31, 2020 and 2019,

respectively.
“Adjustment” of “Segment assets” in an amount of ¥(124,059) million (US$(1,138,165) thousand) and

¥(122,820) million refers mainly to intersegment elimination for the years ended March 31, 2020 and 2019,
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respectively.

“Adjustment” of “Value increase in tangible and intangible assets” in an amount of ¥(3,914) million
(US$(35,911) thousand) and ¥(3,048) million refers mainly to intersegment elimination for the years ended
March 31, 2020 and 2019, respectively.

Since the categories for products and services are the same as the categories within the reporting segments,
information about individual products and services is omitted here.

Since the Companies’ sales to external customers in Japan accounted for over 90% of the total sales in the
Consolidated Statements of Operations for the years ended March 31, 2020 and 2019, information concerning
region-by-region sales amounts is omitted here.

Since the value of the Companies' property, plant and equipment located in Japan accounted for over 90% of the
value of property plant and equipment in the consolidated balance sheets at March 31, 2020 and 2019, information
concerning region-by-region property, plant and equipment is omitted here.

Since no customer among the Companies' external customers accounted for 10% or more of the total sales in the
Consolidated Statements of Operations for the years ended March 31, 2020 and 2019, information concerning
major customers is omitted here.

Information on impairment loss for fixed assets in each reporting segment
Information on impairment loss for fixed assets in each reporting segment for the year ended March 31, 2020 is

listed below.

Millions of yen
2020
Reporting segment
Information
Electric ~ Comprehensive and Adjustment
Total Other Total Consolidated
power energy supply tele-communi (Note)

cations

Impairment
— — — — — - ¥ 2,114 ¥2,114
loss
Thousands of U.S. dollars
2020
Reporting segment
Information
Electric po  Comprehensive and Adjustment
Total Other Total Consolidated
r energy supply tele-communi (Note)
cations
Impairment
— — — — — — $ 19,401 $ 19,401
loss

(Note) This is the impairment loss of fixed assets recorded following the decision to retire Iwakuni Themal
Power Station, and is included in "Loss on decommissioning of Iwakuni Thermal Power Station" under “Other

expense (income)”.
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Information on impairment loss for fixed assets in each reporting segment for the year ended March 31, 2019 is

listed below.

Millions of yen
2019
Reporting segment
Information
Electric ~ Comprehensive and Other
Total Total Adjustment  Consolidated
power energy supply tele-communi (Note)
cations
Impairment
— — — — ¥1,906 ¥1,906 — ¥ 1,906
loss

(Note) This is the impairment loss of fixed assets recorded due to ADPLEX Co., Ltd. withdrawing from the
package printing business, and is included in "Loss on withdrawal from business" under “Other expense

(income)”.

23. Subsequent event

The following appropriations of retained earnings at March 31, 2020 were approved at the annual meeting of
stockholders held on June 25, 2020:

Thousands of
Millions of yen U.S. dollars

Year-end cash dividends, ¥25 (US$0.22) per share ¥9,014 $ 82,704

Changes in segment categories

Following the legal separation of the power transmission and the distribution division implemented on April 1,
2020, the Companies have decided to change the reporting segments of "Electric power", "Comprehensive energy
supply”, and "Information and telecommunications" to "Comprehensive energy", "Power transmission and
distribution", and "Information and telecommunications" from the year ending March 31, 2021 onward.
Information regarding amounts for the revenues, income or loss, and other items for each reporting segment for
the year ended March 31, 2020 using the segment categories after the said change is currently being calculated

and will be disclosed in the following consolidated fiscal year.
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Independent Auditor’s Report

To the Board of Directors of The Chugoku Electric Power Co., Inc.

Opinion

We have audited the accompanying consolidated financial statements of The Chugoku Electric Power Co.,
Inc. (“the Company”) and its consolidated subsidiaries (collectively referred to as “the Group"), which
comprise the consolidated balance sheets as at March 31, 2020 and 2019, the consolidated statements of
income and comprehensive income, changes in net assets and cash flows for the years then ended , and
notes, comprising a summary of significant accounting policies, other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at March 31, 2020 and 2019, and its consolidated
financial performance and cash flows for the years then ended in accordance with accounting principles
generally accepted in Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Japan, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Emphasis of Matter

We draw attention to Note 3 to the consolidated financial statements. The Company conventionally used
the declining balance method for depreciation of property, plant and equipment (excluding leased assets),
but has changed it to straight-line method from the year ended March 31, 2020. Our opinion is not modified
in respect of this matter.

Responsibilities of Management and the audit and supervisory committee for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the 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.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern in
accordance with accounting principles generally accepted in Japan and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

The audit and supervisory committee are responsible for overseeing the directors’ performance of their
duties including the design, implementation and maintenance of the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
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that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with auditing standards generally accepted in Japan will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of our audit in accordance with auditing standards generally accepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, while the objective of the audit is not to express an opinion
on the effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

Evaluate whether the presentation and disclosures in the consolidated financial statements are in
accordance with accounting standards generally accepted in Japan, the overall presentation, structure
and content of the consolidated financial statements, including the disclosures, and whether the
consolidated financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the audit and supervisory committee regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide the audit and supervisory committee with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year
ended March 31, 2020 are presented solely for convenience. Our audit also included the translation of yen
amounts into U.S. dollar amounts and, in our opinion, such translation has been made on the basis
described in Note 1 to the consolidated financial statements.
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Interest required to be disclosed by the Certified Public Accountants Act of Japan

We do not have any interest in the Group which is required to be disclosed pursuant to the provisions of the
Certified Public Accountants Act of Japan.

/S/ Kohei Komatsubara
Designated Engagement Partner
Certified Public Accountant

/S/ Kozo Ozaki
Designated Engagement Partner
Certified Public Accountant

/S/ Shinya Fukuda
Designated Engagement Partner
Certified Public Accountant

KPMG AZSA LLC
Hiroshima Office, Japan
August 26, 2020

Notes to the Reader of Independent Auditor’s Report:

This is a copy of the Independent Auditor’s Report and the original copies are kept separately by the
Company and KPMG AZSA LLC.
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Non-Consolidated Balance Sheets

The Chugoku Electric Power Co., Inc.
March 31, 2020 and 2019

Thousands of

Millions of yen U.S.dollars
Assets 2020 2019 2020
Property, plant and equipment:
Plant and equipment ¥5,821,831 ¥5,785,793 $53,411,302
Construction in progress 1,025,666 948,568 9,409,782
Suspense account related to reprocessing of spent nuclear fuel 15,149 11,361 138,982
6,862,647 6,745,724 62,960,067
Less-
Contributions in aid of construction 103,423 97,219 948,837
Accumulated depreciation 4,376,997 4,345,857 40,155,940
4,480,420 4,443,077 41,104,778
Net property, plant and equipment 2,382,226 2,302,646 21,855,288
Nuclear fuel 141,949 159,103 1,302,292
Investments and other assets:
Investment securities 54,567 58,607 500,618
Investments to subsidiaries and affiliated companies 97,705 88,166 896,384
Long-term loans to employees 8 12 75
Deferred tax assets 44,141 66,784 404,971
Other assets 136,104 118,245 1,248,669
Total investments and other assets 332,528 331,817 3,050,719
Current assets:
Cash and time deposits 57,372 104,271 526,356
Receivables, less allowance for doubtful accounts of
¥186 million ($1,713 thousand) in 2020 and
¥199 million in 2019 110,069 113,999 1,009,810
Inventories, fuel and supplies 44,554 47,124 408,758
Other current assets 24,131 26,161 221,387
Total current assets 236,128 291,557 2,166,313
Total assets ¥3,092,832  ¥3,085,124 $28,374,613
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Liabilities and Net Assets

Thousands of
Millions of yen U.S.dollars

2020 2019 2020

Long-term liabilities:
Long-term debt
Employees' severance and retirement benefits
Asset retirement obligations

Other long-term liabilities

¥1,900,773  ¥1,793,902 $17,438,284

56,549 57,498 518,806
92,612 90,871 849,651
17,073 12,678 156,638

Total long-term liabilities

Current liabilities:

2,067,008 1,954,950 18,963,380

Long-term debt due within one year 194,750 305,500 1,786,697
Short-term borrowings 67,145 67,145 616,009
Accounts payable 82,853 71,547 760,124
Accrued income taxes 11,806 4,917 108,320
Accrued expenses 62,157 73,529 570,255
Provision for loss on disaster 239 912 2,195
Other current liabilities, including other long-term liabilities due within one year 111,589 115,434 1,023,754
Total current liabilities 530,541 638,987 4,867,356
Reserve for fluctuation in water levels 786 1,170 7,212
Provision for depreciation of nuclear power plants - 86,281 -
Net Assets:
Common stock 197,024 185,527 1,807,563
Authorized - 1,000,000,000 shares
Issued - 387,154,692 shares in 2020 and 371,055,259 shares in 2019
Capital surplus 28,224 16,727 258,939
Retained earnings 304,500 234,018 2,793,581
Treasury stock (26,562,422 shares in 2020 and 26,550,377 shares in 2019) (38,399) (38,382) (352,285)
Net unrealized holding gains (losses) on securities 3,445 6,220 31,606
Net unrealized gains (losses) on hedges (298) (377) (2,741)
Total net assets 494,496 403,735 4,536,663

Total liabilities and net assets
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Non-Consolidated Statements of Operations

The Chugoku Electric Power Co., Inc.
For the years ended March 31, 2020 and 2019

Thousands of

Millions of yen U.S.dollars
2020 2019 2020
Operating revenues ¥1,243,742  ¥1,280,501 $11,410,482
Operating expenses:
Personnel 94,920 94,467 870,830
Fuel 188,798 236,775 1,732,095
Purchased power 413,913 405,983 3,797,369
Depreciation 67,842 91,789 622,404
Maintenance 92,487 80,607 848,505
Taxes other than income taxes 52,830 53,766 484,683
Purchased services 50,530 50,245 463,582
Other 241,951 255,582 2,219,738
1,203,273 1,269,217 11,039,210
Operating income (loss) 40,468 11,284 371,271
Other expenses (income):
Interest expense 12,213 12,345 112,051
Interest income (164) (86) (1,513)
Gains on sales of securities - (10,456) -
Contingent Loss - 231 -
Loss on disaster - 3,393 -
Loss on business of subsidiaries and affiliates - 1,568 -
Loss on decommissioning of Iwakuni Thermal Power Station 2,221 - 20,376
Other, net (6,683) (7,882) (61,318)
7,585 (887) 69,595
Profit (loss) before special item and income taxes 32,882 12,171 301,676
Special item:
Provision (reversal) of reserve for fluctuation in water levels (383) (254) (3,522)
Provision(reversal) for depreciation of nuclear power plants (86,281) 2,554 (791,577)
Profit (loss) before income taxes 119,548 9,871 1,096,776
Provision for income taxes:
Current 8,210 2,455 75,323
Deferred 23,631 (1,095) 216,800
31,841 1,360 292,124
Profit (loss) ¥87,707 ¥8,510 $804,652
Yen U.S.dollars
2020 2019 2020
Per share data:
Earnings (basic) ¥251.65 ¥24.70 $2.31
Cash dividends 50.00 50.00 0.46
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