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In this presentation, the term “Fiscal Year 2006” describes

the period which ended March, 2006.
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Electricity Power Sales Plan
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Electricity Power Sales Plan

Electric Power demand will exhibit slow but steady increase in the mid-to-long term

Estimated Electricity Sales and Maximum Power Demand

(Hundred Million kWh)
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Trends for Living - Related Demand

Stable Growth due not only to the development of an aging and information society
and the increased amenity, but also to the increased diffusion of electrical housing

Estimated Living - Related Demand

Hundred Million kWh
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Trends for Electrical Lighting 5

Stable Growth due to the increased amenity and diffusion of electrical housing
despite the development of energy conservation and the decline in population

Estimated Electric Power Demand for Residential Lighting

Hundred Million kWh

260 : - T
[Reference] Residential Lighting Type A (After Adjustment for Temperature, etc.)
NO. of Accounts | Demand / Account Demand
Avg. Annual Increase Rate
FY2004-2015
220 tL+r———————————————————————— R S T
Despite the development of energy conservation and other negative factors about A1 208
we estimate the stable growth due to the increase in diffusion of electrical appliances and
other positive factors about 2
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Trends In Commercial Power Use

Stable Growth due to expansion of medical and welfare facilities
and opening large-scale stores

(Hundred Million kWh) Estimated Commercial Power Use
150
In the area of medical service, welfare, and store, which accounts for more than 60% of :
commercial power use, we estimate about 2% annual increase due to the expansion of |
facilities against the background of the development of an aging society and the open
of large-scale commercial facilities. . 123
125 0 I
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Trends in Industrial Demand 7

Remain flat due to little increase in material-producing industry, etc.
despite the increase in processing industry expected

Estimated Industrial Demand

Hundred Million KWh
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Reference Percentage Distribution of Large Industrial Power, 3
Classified by Industry

Material producing industry (steel and chemical) in Chugoku region accounts
for a comparatively high percentage of large industrial power

Percentage Distribution of Large Industrial Power, Classified by Industry
(2004 Calendar year

[Chugoku Region] [National Statistics]
Q\ Chemical O Paper Pulp Chemical
13% 14%\ O Ch Industries 10% \

4% @ Ceramic Debris 4%

12%
@ Steel

E Nonferrous Metals

O Machinery

O Other Production

Industries
O Etc.

21%
6%

Source: The Federation of Electric

Power Companies of Japan
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Power Source Development Plan
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Features of FY2006 Plan

10

Plan with consideration for the promotion of diversification of power sources based on the maintenance of
stable supply and the efficient use of facilities and the response to global environmental issues

Power Source

Development Plan Note Red type indicates areas of modification from the FY2005 plan Units 10,000kW
w 2005(2006| 2007 |2008|2009| 2010 |2011| 2012 |2013|2014| 2015 | 2016
Classification _

Shintaishaku-
g gawa
s Hydroelectric 11
(O Power Kawahira
E Daini
(OD % 0.011
S |= Misumi 2
2 fﬂ Mizushima 3 Mizushima 1 ‘I'r% 2%%%'
O |@ | Thermal Power 3534 12.5-26.5 Osaki 1-2
o |2 Petroleum — Coal — LNG i
é = LNG Coal
o © ® ) FY2019
-g Shimane3 aminosekig[<aminoseki 2
Nuclear Power 137.3
3 > 1373 @ 13739 113
Oma
] Other 9.3/138.3
2 | Companies Nuclear
Power
O Suppl 10,000
S 0 Doy | haw |1.270|1,279] 1,291 [1.312(1,317| 1,329 |1,329| 1,329 [1,393(1,393| 1,393 ——
g S [Maximum 10.000
2 2| Demand aw o 11,117(1,137) 1,151 |1,166(1,181( 1,196 1211 | 1,225 |1,239(1,252| 1,265 ——
Y o |__Power
23| suppl
§ = R:Speevye 13.6 | 125 12.2 125 | 115 11.1 9.7 8.5 12.4 [ 11.3 10.1 ——




Power Source Comparison 11

Including Purchased Power from Other Comeanies

The diversification of power sources will better be balanced by the start
of operations at Shimane No.3 and Kaminoseki No.1 at the end of FY2015.

Financial Year End Facility Type Distribution Ratio of Electric
Comparison (%) Power Generated (%)
Nuclear | 8 8 | Nuclear | 11 15
.. § 22 | 1 . 28
Coal | 33 33 ‘
,,,,,,,,,,, - 29 Coal 54 48
38
0 125 22 ’
Bl Bl Hm L] g
R A s . DU
GaS 14 18 15 O|| IE_I,,“"
,,,,,,,,,,,,,,,,,,,,,, Gas 18 24 292
Hydro- | 20 19 8 .. . o 1.
electric Hydroelectric g | 7 | 7
2005 2010 2015 2005 2010 2015

Estimated Results Estimated Results
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Conditions of Nuclear Power Development

12

The development of new nuclear power is the most important issue for the
management of the stable maintenance of long - term energy, economic issues,

and global environmental issues.

Shimane No. 3
Output L Start of Start of
10,000 el s Construction Business
B Preparatory work is underway.
B Supplementary documents for the Application for September December
Permission to Construct / Alter a Nuclear 2005 2011
Reactor have been submitted. ,
. . {"-\-.._“‘:r)
Kaminoseki &
Output " Start of Start of
10,000 Conditions Construction | Business f;@—) ﬂHM
e .
m Land belonging to the Hachiman J _TOttO” Pre.
No. 1 Temple has been acquired. FY2010 FY2015 fS’hlmane ;

m Permission and approval Pre.
formalities are underway priorto | [ | ¢ - Okayama Pre.
beginning detailed surveys to .,.;-

No. 2 obtain the data necessary for the FY2013 FY2018 leoshlma
Application for Permission to Pre. J” \da s 553
Construct a Nuclear Reactor. ':sv =2
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Response to Global Environmental Issues




Measures for Reducing CO2 Emissions 14

Maximum effort to achieve our goal for the reduction of CO2 emissions

Our Goal for the Reduction of CO2 Emissions

Reduce CO2 emissions per unit production* in FY2011 by about 20%
from FY1991 levels.

*CO2 emission per electricity sale (kg-CO2 /kWh)

Measures to Achieve Our Goal

m Improvement of nuclear power facility utilization rates, as a
prerequisite for maintaining safety

Fuel conversion to LNG (Mizushima No. 1 and No. 3)
Promotion of the introduction and proliferation of new energy

Development of new technologies

[
[
[
m Application of Kyoto mechanism
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Efforts to Increase Management Efficiency




Controlling Capital Expenditures 16

Capital expenditures for FY2006 — 2008 will increase pursuant to the Power Source Development
Plan, but will be curbed via rationalization of equipment and construction techniques together with

enhanced efficiency of contracting and machinery/materials procurement etc.

— =

Capital Expenditures FY2006 2008 : 160 billion yen (3-year average

———————————————————————————————————————————————————————————————————————————

[Hundred Million Yen] I'9?:9!18'"::E):(?:e;n:qggyzrzezg:giié:I:E:I:e:c:t:E:I:C:I:E):/::S?EI:?i::%F'Qy'['ggm‘ga"@y"“: [Yen/kwh]
(3 95) 9-company average | T
R Y e A A 14.5 billion yen savings
2,500 r comparedlwi'lch t%e Pla\rqI | 1 40
(3.34) ( 41 3.0
i 2.12) 1.98
2,000 1767 P (1.98) 10
1,543 - (1.95) 1,600
1500 F |39 T (1.45) (1.67) 110
1,098 1,088 1109 », al)
1,000 f 703 613 803 - Hectric Pow er
390 349 ET1Z29 186 170 Transport
500 + 242 171 Expansion
671 678 617 638 447 660 | 565 660 | others
0
Plan) Estimated Result  pjan [FY]
2000 2001 2002 2003 2004 2005 2006 2008 Average
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Controlling Repair Expenses

Repair expenses for FY 2006-2008 will increase insofar as maintenance expenses will rise due to
aging of equipment, but will be curbed via a revision of replacement and inspection cycles made
possible by improvements in machine condition diagnosis techniques.

_______________________________________________

[Hundred MiIIionZYae_rg Repair expenses in FY 2005 were 3 billion yen higher [Yen/kih]
(2.16) than initially planned, despite being reduced by 4
2,000 r billion yen through improved efficiency. The increase
was due to extensive typhoon damage. 420
(2.00) (1.65) 163
1,500 } (1.86)
(1.56) (1.56) (1.63) (1.63) 1 15
1,060 .
1000 k 088 997 869 863 911 941 Power Source Expansion
454 465 517 / Electric Power
444 459 482 § 512 Transport
500 | mprovement
569 485 431 390 371 391 | 395 Others
o L37 38 49 35 33 38 _ 34
Plan E:rur:?ted Plan [FY]
2000 2001 2002 2003 2004 2005 2006 2008 Average
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_abor Productivity Enhancement

18

implemented together with streamlining of staff.

________________________________________________________________________________________________________________________

," Around 1,400 staff are to be cut from the approximate total of 10,900 employees (enrolled
personnel) obtaining at the end of September 2004, with the aim of achieving an organization of
\_no more than 9,500 persons by the end of FY 2010

_____________________________________________________________________________________________________

m In order to achieve the staff target, improvements in operational management will be

m New company - wide staff target have been set with the aim of further enhancing labor

D ——"

(Personnel) Labor Productivity (10,000kWh/ )
12,000 " 830 650
z | o gasrmmemmmmT T 4 600
530 534 === "
S 11500 | o —@--—-—"" 1 550
g A/Number of Employees 1 500
o 11,000 [ 10.881 14 79g 1 4°0
- 5 4400
3 10,500 | R 1 350
= ~~a | 4 300
< ~~e__ 9,500 peopleor | 250
® 10,000 ~~< fewer
9,500 | Tt~ o
N . . . L
O 20049 20083 2010/2

Labor Productivity = Electric Power Sales Quantity / Number of Employees

AAnonpoud Joge
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Responses to Management Subjects
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Business Strategy
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Basic Strategy
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Effects Resulting From the Expansion 29

of the Range of Liberalization

March, 2000 ‘ April, 2004 ‘ April, 2005

R ¢ Liberalizat 2,000kW or Greater' c "
ange of Liberalization 2 0000V or Greater 500kW or Greater | 50kW or Greater

Ratio of liberalized
electricity sales to total Approx. 30% Approx. 40% Approx. 60%

electricity sales

Ratio of Income from liberalized

electricity sales to total Income Approx. 20% Approx. 30% Approx. 50%

from Electricity sales

370 Approx. 2,700 | Approx. 49,000

As of April 1, 2005 As of April 1, 2005 As of September 30, 2004

Number of Customers

\ Electricity Sales and Income : FY 2004 \

“pancaking” of transmission tariffs removed, Wholesale Electric Power Exchange established

Nation-wide market price will be formed and the competitive
environment is intensified
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Basic Strategy 1/2

23

» Expansion of scope of liberalization

> Diversification of user needs, increased
alternatives

» Higher awareness of environment and
\_energy conservation

J

-

Important

including
qguality as

.

around competitiveness

~

to raise all-

service and
well as prices

J

Practice CRM with the aim of becoming
the “close partner’” of customers

Satisfied customers will choose the Energia Group
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Basic Strategy 2/2 24

Determining needs through informational exchange with customers

Higher expectation

New needs

Customer
-Customer satisfaction-

CJ’C /e

Promotion of total solution proposal
activities pivoted around “solution of
issues” rather than the sales standpoint
adopted heretofore.

Provision of service commensurate with
the levels customers expect, on the basis
of low prices and stable supply.

Continuous Result:
Implementation of {( Increased and
the CRM cycle Group sales
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Sales Target
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Demand Acquisition Target 26

Volume of demand to be acquired

Over EY 2006 20083_Hearperiod [ Residential demand 1 billion kWh

1I8m O Mg NoRE-R NI N I-RalelM 0.4 billion kWh

Self-generation demand JoE:ReIl{TelsNA"\e

Number of newly constructed housing
and share of completely electrical housing 34;7

. @
,,,,,,,,,,,,,,, o T 327
26.8 "2‘5’4‘ 30.9
22'1/. Share of completely Number of newly
® electrical housing constructed housing

51 51 o

FY 2002 2003 2004 2005 2006 2007 2008
estimated planned planned planned
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Group Sales Target for Energy Field 21

Group sales external Main Items
In FY 2008 SERINCHRAERR 10 billion yen

21 1 mM 4.7 billion yen
]

(energy field) SUNTRRSEIEER 4.7 billion yen
ESS Energia Solution and Service Co., Inc. performance and future prospect |

Cogeneration Sales Plan

Units: thousands of kW 2
104
91
74
FY2005 FY2006 planned FY2007 planed FY 2008 planned
estimated
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Approach for the Achievement of Sales Target
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Strengthening of Two-Way Communication 29

mDetermine needs through optimal two-way communication with each customer
Customers Chugoku Electric
Extra high volt - : :
TR 1| Solution Advisers dedicated sales staff
- | 500kW One-to-one sales ;Ié} dl_rect cugtomer visits mainly by
= olution Advisers/
35 :<T 300kW Advisers increased by 70 (to total 200 staff)
IS § =3 One-to-one sales via telephone, etc. under consideration)
S —t
2z |8 Route sales
35 o3 |g| S0KW MOLILE | Energy Planners
= = = Facility design companies ]
Q o Building contractors etc ex.Personnel charged with
=Ns} ' [ proposals for daily life ]
9‘;_ & energy and systems
9%’ Low Home consultants Efficient responses utilizing
35 || olaqe || [mplemented 2005 ‘é‘r‘]’;rg’)? ghannels, mainly via
= %:J_ : g. Consultants increased by Planners increased by 90
> (residential) 100 ( to total 260 staff) (to total 480 staff)
D
@ Customer Centers
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Development of Total Solutions 1/2

30

®m Developing optimal total solutions built around environmental
performance enhancement and energy conservation

Needs

1S0D UO SI

99IAJ18S UO siseydw3

Customers Chugoku Electric

Extra high voltage || Development of combined
energy supply businesses

T 500kW ||e Further strengthening of engagement in

o cogeneration and fuel sales

>

< 300kW || provision of facility services

= under consideration

‘g 50k\W ||® Study of service packages (consulting —
installation — maintenance) involving all
types of energy equipment
Proposals for electricity

Low applications matching a diversity
voltage of lifestyles

(residential)

* Proposals for neat ways of using
electricity and electric appliances

Partnhers

Energia
Group.

* ESS

« CHUDENKO
Corp.

*EnelLA

etc.

Others

» Manufacturers
» General
contractors
* Equipment
companies
* Energy
enterprises
etc.
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Development of Total Solutions 2/2

31

“Proposals for electricity applications matching a diversity of lifestyles”

" Diffusion of completely electrical housing”

“e-FIT for living” completely electrical housing

Important items for implementation

\—

Strengthening measures for self - sustaining growth of completely

electrical housing

Measures for end user

Measures for sub-user

m Create “word-of-mouth promoters” via
strengthening of home consultant
activities(increase staff by 100)

Enhance after-sales service for customers
who go for “all-electric”

m Enhance media PR for completely
electrical housing, centering around
catchphrase “e-FIT for living”

Strengthen media approaches such as TV
commercials, renovate websites, etc.

m Expand route sales to include major
building contractors and renovation
companies, etc., which have room for
greater electricity use

(increase staff by 55)

m Raise sales capabilities via enhanced
education utilizing on-the- job training
Etc.
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Enhancement of Service and Quality 1/2 32

Charge reductions in recent years

4 reductions implemented in last 10 years

Comparison of electric utilities’ charge
indexes — percentages of 1989 charge levels

2002 level
(index)

Hokkaido 73

Tohoku 75

Tokyo 80

Chubu 81 A reduction rate
Hokuriku g fanking among

the top

Kansai 84
Chugoku 75

Shikoku 76

Kyushu 76

Indexes are our company’s estimates

m Overview of April, 2005 reduction

New levels were set in consideration of the
following factors:

B Market prices in the liberalized section
B Our company’s revenue situation
B Achievement of management goals

Charge levels comparing favorably with those
of other power services

Regulated section (lighting, low-voltage power

Reduction rate A 3.53
Amount of reduction for standard household
A 222yen/month

Liberalized section high and extra high voltage power

Orientation is for charge levels that can hold
their own against competitors in line with
changes in the market environment
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Enhancement of Service and Quality 2/2 33

® Enhancement and strengthening of customer services with Customer \
Centers as core

Customers Customer Centers Okayama and Hiroshima  weekdays 9:00 20:00

System basics Operation management
sect.

Customer support sect.

Analysis of customer
needs from viewpoint of
company as whole

Basic customer info.

Histories of responses
to customers

FAQ
Customers’ opinions

Power stoppage data
management Etc.

( reIp 8914 )

XA XA XXX

auoydajal
Aq Buipuey

Speedy and reliable
operational coordination
utilizing work flows

Service Offices

Suggestions for job
Improvements, etc.

ﬁergy Marketing and
Services Di

Implementation of
operation

improvements and
new services

Sales

Distribution

General Affairs

Home visits to
customers

"JO9S 3JIAJISS IBWO0lISN)
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Nuclear Power Related Subjects
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Nuclear Power Back - end Economic Measures |3°

Ansnpu] pue apel] ‘Awouod JO I91SIUIA

Basic Scheme of the Back-end Bill

Electric utilities’ customers

Electric utilities’ customers

PPS’s customers

Existing power generation
I

Submission of
reprocessing plan:

Future power generation

Utilization of wheeling
mechanisms

Submission of

reprocessing plans |
' Notification of

reserves
# I

Submission /
approval of
recoupment plans

Designated erectors of commercial and
generating nuclear reactors
(electricity utilities, nuclear power companies)

Existing reserve for
reprocessing

Application and
approval of fund
management

corporations, etc.

Partial reserve for
maximum 15 years

v

—

Fund management corporation

Repayment

translated by Chugoku Electric for its Investor Meeting use onl
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Investment Plan for New Nuclear Power Development |3

Investment will increase in FY 2007 as the Shimane Unit No. 3 Addition Project
gets fully underway, but its funding will be restricted to our own resources.

Shimane Unit No. 3 Total project cost 430 billion yen

140 billion yen 290 billion yen II

[100 million yen] FY 2007 « = FY 2008 2012
2,000 . : .
Trend in Capital Expenditures 1717 E———
same level in FY
1,500 - 2008 onward
Nuclear power
914
1,098 1,088 70 064 1,083 development
1,000 - 33 199
803 172
91
500 - | 1,065 1,018 884
712 792 803 Other
0
[FY]
2002 2003 2004 2005 2006 2007
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Management Goal
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38

Achievement of Non - Consolidated Management Goals

€ Non - Consolidated Management Goals set in November, 2001

Thanks to further enhancements in management efficiency, it is a
near certainty that each of the goals will be achieved.

Goals FY 2003 FY 2004 FY 2005
FY2003 2005 Avg. Result Result Estimate
Equity Ratio AADProx. 23% 19.7% 21.4% 23.0%
ROE
Return on Equity Approx. 8% 9.0% 7.5% 8.4%
ROA
Return on Assets after Approx. 3% 3.0% 2.5% 3.0%

Taxes

Over 70 Billion Yen 66.7 Billion 61.1 Billion 78.0 Billion

Ordinary Profit per Year Yen Yen Yen

Free Cash Flow Over 110 Billion 150.2 Billion | 140.7 Billion | 120.0 Billion
Before dividend Yen per Year Yen Yen Yen

All Rights Reserved. Copyright © 2005 ,THE CHUGOKU ELECTRIC POWER CO., INC. j




39

Achievement of Consolidated Management Goals

€ Consolidated Management Goals set in May, 2003

Up to the present moment, matters have been proceeding more or
less on course toward achievement of the Consolidated Management
Goals.

Goals FY 2004 FY 2005
FY2004 2006 Avg.) Result Estimate

Over 72 Billion Yen

Ordinary Profit 63.8 Billion Yen 82.0 Billion Yen

per Year
ROA
Return on Assets after Approx. 3% 2.3%
Taxes
. . o)
Equity Ratio é?\‘gro’fr&)é'mz(go& 23.2%
Free Cash Flow e € EillIo e 132.8 Billion Yen

per Year
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Target for Group —

External Sales

& Target for Group - External Sales setin January, 2001

40

For sales outside the Group by the consolidated subsidiaries as a whole,
the target was to increase the sales from the FY 2000 sales level (40 billion
yen) to a level 1.5 times higher (60 billion yen) by the end of FY 2006

m Thanks to active promotion of new business and strengthening of sales
activities by the Group working in unison, the target was virtually
achieved 1 year ahead of schedule in FY 2005.

m Itis aimed to expand the sales even further in FY 2006.

FY2000 | FY2001 | FY2002 | FY2003 | Fy2004 | FY2005
[estimate]
Grou%gggemm 39.4billion | 39.8billion | 43.1billion | 46.6billion | 55.4billion | 60.0billion

Since all of the current Group Business Goals are scheduled for

achievement by the end of FY 2006, new business goals for FY 2007 onward
aiming for further development of the Chugoku Electric Power Group will be

formulated in the fall of 2005 after due examination fo the state of
achievement of the current goals.
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Improvement of the Group Management Foundation 1/3

41

Purpose

m Optimal allocation of group management resources based on business
profitability assessments, etc.

m Strong and systematic promotion of group-wide cost reductions and
attainment of profit.

Reconstruction of Group Governance Network

From the standpoint of group optimization, authority and responsibility
for all parties are being organized, with Chugoku Electric Power role in
strategy, and group companies’ roles in execution, having been clarified.

Promotion of Group Midterm Planning

In order to achieve group management goals , the PDCA cycle will be
properly put into practice and controlled. to be introduced as of FY2006,
to be initiated on a full-scale as of FY2007
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Improvement of the Group Management Foundation 2/3 |42

Reconstruction of Group Governance Network

—_—) =

m Strengthening of Consolidated Management through Group-Wide Strategic
Decision-Making
> Clarification of our mission in aiming for achievement of group management goals
> The penetration of management strategy and the rationalization of resource
allocation, in aiming for group optimization
m  Formulation of Responsible Organization Aiming for Strengthening of
Competitiveness in each Enterprise

» Promotion of group internal efficiency through the strengthening of relationships
between companies

» Enhancement of market response ability, through an external sales shift for
management resources

m Strengthening of the Group-Wide Monitoring System
» Establishment of an effective & efficient group internal auditing system/process
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Promotion of the Group Midterm Planning System

section

m Setting up segments by function in total energy business domains
m Evaluating the profitability of each segment & each company’s business

m Promoting policies for inter-business relationships for each segment
supply chain management activities, group external sales expansion policies, etc.

A diagram:
management / disclosure
segments

Management Segments

Energy marketing & service

Power generation

KBJsua [e10]

Power system

Information and telecommunications

Business / lifestyle support

Disclosure Segments

Electricity

Total
energy

supply

Information and
communications

Others

(Environment)
(Electrical business
support, etc.)

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

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

Items in Chugoku Electric’s current plans and strategies, etc., published
on this document which are not yet historical fact are projections concerning
future performance and as such involve factors of risk and uncertainty which
means that actual performance in the future may differ to a large extent from
projections published here. Therefore Chugoku Electric does not guarantee
the reliability of such projections.
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For Questions or Comments, Please Contact the Corporate Planning
Manager at the Address Below

730-8701
Hiroshima-Shi, Naka-ku, Komachi 4-33
The Chugoku Electric Power Co., Inc.
Corporate Planning Department
Corporate Planning Division

FAX +8182523 6090
E-mail @ net.energia.co.jp
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