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Message from the Chairman and the President

Thank you very much for your continued support.

In addition to intensifying competition accompanying the full liberalization of electricity retailing, a
new measure, the legal unbundling of power transmission and distribution divisions, is planned in April
2020. As a result, the business environment surrounding us is changing dramatically.

We take a positive consider this change in the business environment positively as a good opportunity for
us, and the corporate group intends to unite and accelerate our efforts to respond to the transformation.
We will continue to respond diligently to the expectations of our customers and local communities.

We greatly appreciate your further support and cooperation in the future.
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- “Our company grows when the region thrives” Tohoku Electric Power Co. was founded in 1951, a time when Japan was finally emerging from the postwar turmoil.
O u r H Isto ry — With this in mind. we continue our efforts Since then, we have been working together with the six prefectures of the Tohoku region and Niigata Prefecture, with a mission to provide
’ ) quality services while maintaining a sense of mission regarding our role as a public utility.
We supply high-quality, reliable power and contribute to the development of local communities.
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Electricity sold 3,327GWh working on the hydropower development project. after the earthquake in the power station’s gymnasium.
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Financial / Non-Financial Highlights
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fop Message
Management Policies

environment as opportunities for B Electricity Business

. further growth
/ / Power Sales
The deregulation of the retail electricity market has put us (Increment including
sales beyond our

Hiroya Harada into a more ohallenging busipegs environment than ever. franchise area
Competition has been intensifying, and naturally, the six and wholesale)

Achievement in
FY2017
Enhanced sales
generated by our
measures

+ 2.6 TWh.

FY2030

FY2020 .

+ 3.5TWh + 15TWh

President

“Yori, Sou, Chikara”
(Literally, “The Strength to Work Alongside”)

Under our corporate slogan “Yori, sou, Chikara,” We will speed up the process of change
in order to ensure that we meet our customers’ and local communities’ expectations.
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prefectures in Tohoku and Niigata prefecture —the region
in which our business has been based since its inception—
are not immune. We need to make further efforts to become
our customers' first choice of power supplier.

We have also seen the advance of information technologies
such as loT, Al and big data, which have caused waves of
innovation in all industries. In the energy business, these
technological innovations have begun to change business
models and competitive structures. We must keep
introducing new services and additional value for our
customers by making changes in our business environment
into opportunities for growth.

Based on the Tohoku Electric Power
Group Medium-Term Management
Policy, we will strive to increase
earnings and improve efficiency.

Amid the dramatically changing business environment, we
have consistently made efforts in accordance with the
Tohoku Electric Power Group's Medium-Term Management
Policy for FY2017 - FY2020.

To increase sales of electricity in the six prefectures in
Tohoku and Niigata prefecture, we have built stronger
relationships with our customers and offered appealing,
well-developed rate plans and new services, thereby
boosting our price- and nonprice-competitiveness.

In an effort to expand sales of electricity to regions outside
these prefectures, we worked to increase the number of
customers of Yorisou Denki, the rate plan for consumers
living in the Tokyo metropolitan area. In March 2018, we
invested in Tokyu Power Supply to improve and diversify

Lantau Dedap Geothermal Power Plant under
construction (Republic of Indonesia)

m Overseas Business

Overseas Power Generating Business 1,200 MW
Net Capacity
600MW
220MW 230MW
FY2016 FY2017 FY2020 target FY2030 target

® Gas Business

Gas sales volume 600kilotons
450kilotons
E ] .l
FY2016 FY2017 FY2020 target FY2030 target

our approaches related to sales activities and increase
sales of electricity outside our home region. Furthermore,
through Synergia Power, which we co-founded with Tokyo
Gas, we are boosting out efforts to make proposals to
customers who need extra-high and high voltage electricity
in Kanto (mainly in northern Kanto), the region that includes
Tokyo and its environs.

We have also joined overseas projects. We invested in the
Rantau Dedap Geothermal Power Project in Sumatra,
Indonesia, in March 2018, the first geothermal power
generation project we have ever participated in. As for our
gas business, we began to supply LNG to Toyota Motor
East Japan and Denso lwate located in the Central lwate
Industrial Park, and in August 2018, we brought the LNG
shipping facilities at the Shin-Sendai Thermal Power Station
into operation.

In addition to these efforts to increase our revenue, we set
up the Council for Management Efficiency Enhancement, on
which | serve as chairman, to continue our commitment to
efficient management. We are working on a revamp of the
purchasing process for materials and services to achieve
the goals of “a 15% reduction in procurement cost” and “an
increase in orders placed through competitive bidding to
around 35%.” We have also developed Noshiro Thermal
Power Station Unit 3 and Joetsu Thermal Power Station
Unit 1 and replaced or shut down aging thermal power
stations to optimize our energy mix, thereby boosting our
structural cost competitiveness. In addition, we actively
adopt Robotic Process Automation (RPA) to enhance the
efficiency of our daily operations.

We will continue to work toward the goals specified in the
Medium-Term Management Policy through these efforts.
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H Outline of fiscal 2017’s financial
results

FY2017 was the first year covered by our medium-term
management policy. The financial results for the fiscal year
show that, although sales of electricity (in the retail market)
dropped, overall sales increased by ¥121.7 billion (6.2%)
from the previous year to ¥2.713 trillion. This is owing to a
rise in sales of electricity to other companies through the
Japan Electric Power Exchange and wholesaling.

On the other hand, while we tried to reduce overall
expenses, an increase in fuel costs due to rising fuel prices
pushed up ordinary expenses. This caused ordinary income
to drop by ¥16.2 billion (15.5%) from the previous year to
¥88.4 billion.

Furthermore, we decided to remove the emergency power
sources set up for immediate supply after the Great East
Japan Earthquake from the FY2018 Electric Supply Plan.
The expenses for shutting them down were recorded as an
extraordinary loss, which caused profit attributable to
owners of the parent to decrease by ¥22.7 billion (32.5%)
from the previous year to ¥47.2 billion.

We will steadily advance new efforts
to achieve sustainable growth and
restart our nuclear power plants.

We must continue to meet the challenge of launching new
efforts to increase our revenue in order to achieve
sustainable growth in the highly competitive environment. In
April 2018, Tohoku Electric Power Energy Trading began
operation as one of these new initiatives. We set up the
company as a launching pad for the acquisition of the skills
and know-how needed for market transactions that will help
boost our revenue for future growth and development.
Moreover, we have decided to start a “virtual power plant
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(VPP) verification project” in Sendai. The project is part of
our efforts to proactively adapt to change in the business
environment triggered by advances in the latest information
technologies (e.g., loT and Al). We also aim to develop new
business models designed to improve our customer service
and expand our business areas through this project. We will
be conducting verification of the plant’s function to adjust a
supply-and-demand balance of dispersion-type power
sources such as solar energy and other renewable energy
sources.

These renewable energy sources help increase the energy
self-sufficiency rate, and above all, they are excellent for
the environment. As a provider of electricity systems in the
six Tohoku prefectures and Niigata prefecture, we will
continue to harness more of the renewable energy sources
while we proceed with our group-wide efforts to develop
and use these resources.

Nuclear power is also vital in terms of energy security,
developing a low-carbon society and economic efficiency.
We believe that we will need to maintain a certain
proportion of nuclear power generation, with the highest
priority given to safety. Construction work is currently in
progress as a safety measure at the Onagawa and
Higashidori Nuclear Power Stations prior to their
resumption of operations. We will not only ensure that these
power stations meet the new regulatory standards but also
continue our independent efforts that take account of the
features of the stations and incorporate the latest
knowledge. Moreover, since gaining the consent of local
communities is of utmost importance for restarting nuclear
reactors, each of our employees will be interacting with
local people to ensure that we are available any time the
need for dialogue arises.

As a major change in the electricity business, the legal
unbundling of the power transmission/distribution is
scheduled in FY2020. For an electricity company to
continue growing in such a dramatically changing business
climate, it must constantly review its operating structure.
Hence, we adopted the in-house company system in April
this year to prepare for the legal separation. In June, we
transitioned to a “company with audit and supervisory
committee” and set up new posts called “Executive Officers
in Managerial Positions” responsible for business execution.
Moreover, we increased the proportion of outside directors
on the company's board of directors to at least one-third to
ensure the transparency of our business management. All
these efforts are aimed at improving our governance
system, thereby ensuring quick and flexible decision-making
and business execution. We also plan to supervise business
execution more rigorously and strengthen the Group's
solidarity as we continue our efforts to improve our
governance system.

We will strive to respond to the
expectations of our stakeholders.

We are determined to enhance our corporate value as a
group-wide effort through projects and investments for our
future growth, so that resulting higher share prices will
meet our shareholders’ expectations.

We are unable to provide detailed projections of dividends
for the next fiscal year and beyond at this moment.
However, we do plan to consider the current year's
performance and the projection of mid- and long-term
income and expenditure to acquire an overall view, so that
we will deliver a certain level of returns to our shareholders
in accordance with our business achievements.

We work together as the Tohoku
Electric Power Group to promote
CSR.

Environmental, social and governance (ESG) investing has
been attracting a lot of attention lately. In the international
community, countries are trying to meet the challenge of
helping achieve the Sustainable Development Goals (SDGs)
that the United Nations Summit adopted in 2015. In the six
Tohoku prefectures and Niigata prefecture where we are
based, the negative effects of the declining birthrate and
aging population constitute major issues. This means that
we are facing global and local issues that we must tackle to
develop a sustainable society.

We believe that corporate social responsibility (CSR) serves
as the foundation of all business activities. Hence, we have
worked on initiatives designed to fulfill our social
responsibility in accordance with the Tohoku Electric
Power Group's CSR Promotion Policy. We will continue our
efforts that local communities expect us to make as a
community-based company, such as assisting in regional
rejuvenation projects. We are also determined to operate
our business in ways that adapt to change in the social
environment and fully consider new issues that society
faces.

Conversation during a business office visit

As the “reform of working practices” represents, ways of
working for better work-life balance have become more
important than ever. The driving force of our growth is
each of our employees, who are our indispensable assets.
We will increase opportunities for our female staff to reach
their potential and create a workplace culture that supports
employees in balancing work and family as our way to
promote diversity among our workforce. We believe that
this will encourage them to take up challenges as growth
opportunities. We plan to launch more activities that
motivate them to reach their full potential.

In July 2018, we established Tohoku Electric Power
Friendly Partners with the aim of further encouraging the
employment of people with disabilities. We will continue to
promote diversity in the Group as well as in the region
through initiatives such as this.

While we focus more on CSR, there have been several
incidents since last year that caused trouble for our
customers, including incorrectly calculated contributions
for construction they had paid. We sincerely apologize for
the inconveniences these incidents caused our customers.
After | learned of the incidents, | told all employees to
consider what would be best for customers and local
communities and to offer our services faithfully. With our
renewed awareness that earning stakeholders’ trust is
more important than anything else, we will continue
engaging in honest and fair business activities as we work
toward sustainable development of the Group and society.

Toward the realization of “Yori, Sou,
Chikara” by making changes into
opportunities.

Our management philosophy is to “prosper with local
communities” and “use creativity in business management.”
We have adapted to change in the business climate and
grown with local communities in accordance with this
philosophy.

The Great East Japan Earthquake in 2011 devastated our
power generation infrastructure and distribution facilities,
but employees of our group companies joined hands to rise
above the disaster. However, many local communities still
have a long way to go before full recovery, although some
parts of the devastated areas have been reconstructed and
some livelihoods revived. As a local electricity company
based in the disaster-stricken region, we will continue to
actively assist regional rejuvenation measures and support
the recovery efforts by ensuring a steady supply of
electricity.

We anticipate more dramatic change in the business
environment surrounding us. We take the change as an
opportunity to drive group-wide transformation under our
corporate slogan “Yori, sou, Chikara” (literally, “The
Strength to Work Alongside”) We will offer services that suit
our customers’ needs and launch efforts that support local
communities in order to enhance our corporate value and
meet our customers’ and shareholders’ expectations.
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Corporate Slogan

“Yori, Sou, Chikara”
(Literally, “The Strength to Work Alongside”)

Be Supportive: We
make efforts that
support the growth
and evolution of
Tohoku and Niigata.

Be Suitable: We
offer services

that suit our
customers’ needs.

In October 2015, we announced our corporate slogan, which shows our commitment to meeting the needs of customers
and local residents in order to continue growing and evolving with local communities.

This slogan encapsulates the two principles we follow: “Offer services that suit each customer’s different needs” (“Be
Suitable”) and “Continue efforts to support local communities, with the determination we have maintained since our
establishment” (“Be Supportive”).

Under our corporate slogan “Yori, Sou, Chikara” (literally, “The Strength to Work Alongside”) each of our employees
thoroughly considers what is best for our customers and local communities and takes action to meet customers’ and
local communities’ needs.

Action 1 Action 2 Action 3

We offer services that suit our We make efforts that support the We develop talent and organization
customers’ needs. (“Be Suitable”) growth and evolution of Tohoku and to boost our “power” to make active
Niigata. (“Be Supportive”) proposals.

In order to promote “Yori, Sou, Chikara,” we are creating organizations and educating employees by having them
experience various activities so that they can act from a customer’s perspective.

Brand seminars for management “Yori, Sou, Chikara” promotion supporters

Management personnel are taking the initiative to promote “Yori, Sou, Chikara”
activities. We hold brand seminars, in which our company’s executives, managers
from various departments, and General Managers of branch offices and the Tokyo
office participate. After hearing lectures about the role of executive management
in brand promotion, they discuss the issues and exchange opinions.

At our company, we have placed supporters of our “Yori, Sou, Chikara” promotion
at each workplace. The promotion supporters hold regular discussions at various
meetings. They seriously consider what they can do for our customers and local
places at these meetings, and work with our employees to actively support our
customers and their communities.
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Tohoku EPCO Group Mid-Term
Management Policies

In January 2017, we formulated “Tohoku EPCO Group Mid-Term Management Policies (FY2017 to FY2020).” Under these
policies, Tohoku EPCO group will deploy diverse measures based on the following basic stance consisting of “three focal points.”

< Basic Stance of Mid-Term Management Policies >
We see new opportunities ahead to meet challenges and seek further growth.

Solutions to Satisfy the Needs of the Customers and Communities We Serve
1. Proposals to satisfy customers’ needs
2. Efforts toward reinforcing the safety of nuclear power stations
3. Enhancement of cost competitiveness with optimal power portfolio
4. Work toward a low-carbon society
5. Stable supply and efficiency of transmission/distribution business
6. Contribution to revitalization and prosperity of local communities

Seeking New Business Opportunities for Growth
1. Sales of power beyond our home turf
2. Expansion of overseas business
3. Enhancement of gas supply business
4. Development of power and fuel trading business
5. Promotion of renewable energy business
6. Pursuit of innovation to expand future business domains

Establishing Solid Business Foundations with Renovation
1. Further improvement of our financial position
2. Reorganization to prevail against competition
3. Promotion of utilizing diverse human resources
4. Steady progress of Corporate Social Responsibility (CSR)

We positioned the period FY2017 to FY2020 as a “renovation period for growth.” We intend to expand our business and
investment for further growth and put all our efforts into achieving our financial target, in order to enhance our business

foundations.
Restoration Renovation for Growth A Further Growth
(to FY2013) / (FY2017-FY2020) A et
Restoration of facilities and Dedication to rebuilding : .;\éé‘é.lératlon ofdeployment
supply capacity our financial position of growth - measures
Great
Earthquake
Target Period
Presanitiii i L EY D020 FY2030
Equity Ratio
(Consolidated)
Financial Target:
22.8% 11.3% ' fo) Consolidated Equity Ratio of
: D7 15.2%
(FY2009) (FY2012) (FY2015) 25% or greater
(30% in the future)
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Fuel Procurement

It is vital to ensure stable, economical, and flexible procurement
of fuels used at thermal or nuclear power stations.

Japan depends mostly on overseas markets for fuels (e.g.,
fossil fuels, LNG, uranium fuel) needed to generate electricity
for a steady supply. In recent years, the situation surrounding
fuel procurement has dramatically changed due to a sudden
increase in demand for energy primarily in Asia and the
growing demand for thermal fuels triggered by shutdowns of
nuclear power plants. Besides, with renewable energy sources
in wider use than ever, we need to deal well with fluctuations in
the quantities of required fuel.

Given these factors, we make various efforts to adapt to the
changing environment. We remain alert to changes in social,
economic, and political situations in Japan and the
international community, and are diversifying the sources from
which we buy fuels along with our price systems.

Countries We Import Energy Form
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Coal carrier “Noshiro Maru” (courtesy of Nippon Yusen)

eVerView of Business Activities (value Chain)

Fuel Procurement Il 2
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(Value Chain)
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ﬁ Power Transmission/Distribution q

We combine multiple energy sources for power generation,
including thermal, hydroelectric, geothermal, and solar energy,
in such a way that ensures a steady and affordable electricity
supply. We are committed to optimizing our energy mix to
stably provide inexpensive electricity generated from green
energy.

Each energy source for power generation has its own
advantages and disadvantages, that is, no energy source is
perfect. Hence, with the highest priority given to safety, we
endeavor to achieve energy security, economy, and
environmental conservation (S+3E) and to deal properly with
fluctuations in supply and demand, thereby ensuring a
competitive energy mix.

Our Energy Mixes by FY
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*1: Tohoku Electric Power’ s Higashidori and Onagawa Nuclear Power Stations have been shut down since the
Great East Japan Earthquake in March 2011.

*2: “New energy etc.” includes wind energy, solar energy, biomass, waste-to-energy, and geothermal energy.

*3: These energy mixes consider interchange power in addition to the total of our electricity and other companies’.

Capacities of Our Power Stations by FY

(10,000kW) New energy etc. Nuclear energy . Thermal energy . Hydroelectric energy etc.

2,000 -~

e wn B I I I B

1951 1965 1975 1985 1995 2010 2017 (FY)

X E
A

Power Power
Transformation Distribution
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Facilities Facilities Facilities

We need a network for power transmission and distribution
(i.e., power network) in order to deliver the electricity we
generate to our customers.

We ensure thorough maintenance work, which includes daily
inspection rounds at our power network facilities, so that our
customers can rest assured that the electricity we deliver is
perfectly safe for use. We also keep improving our anti-disaster
ability in order to further ensure a steady electricity supply.

Overview of Power Transmission/Distribution Facilities

OTransmission lines
Total distance: 15,281km
Towers: 58,307

ODistribution lines
Total distance: 147,583km
Electric poles (including transmission towers)
13,116,413

*Total distance: Total horizontal distance between towers, power poles, and other supporting
structures

(The figures are current as of late March 2018)

Average Number of Electricity Outages and
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® We are an energy company, with our operating base
spanning the six Tohoku prefectures and Niigata Prefecture.
We use our creativity to promptly develop and enhance
services that meet customers’ needs, such as various
electricity rate plans that customers can choose from
according to their lifestyles and other convenient services.

® We regard the deregulation of the retail electricity market—a
major change in the business environment—as a new
opportunity to boost our revenue. We plan to offer our
electricity outside our home region (the six Tohoku prefectures
and Niigata Prefecture) through alliances we will be forming
with local companies to increase our earnings.

® We will make more active contributions to the region’s
recovery from the devastation caused by the earthquake in
order to sustain the growth of the prefectures. To achieve this
goal, we will work to have clear pictures of situations and of
needs related to energy services and regional revitalization.

We will also continue the initiatives we have launched, including
the future-generation assistance project “Hokago Hiroba
(after-school common)” and the community building assistance
project “Machizukuri Genki Juku (action program for
community building).”

Services and Rate Plans Unique to Tohoku Electric Power

Check your Easy - Sign up
electricity bill sign-up - Online monthly electric bills
online anytime - Credit-card payment
Earn - Electronic money / common points
Find the best Yorisou - Gift certificates or coupons

e-points - Vouchers for local specialties of any of the six
Tohoku prefectures or Niigata Prefecture

- Donations toward recovery assistance or
regional revitalization funds

rate plan for you

Yorisou== Seasons & Time
Yorisous@Night 8
Yorisous=Night 10
Yorisous@=Night 12

Yorisous@= Nights and Holidays

Yorisousg= Family Value

* Geothermal energy was classified as thermal energy until FY2008, and re-classified as new energy etc. in FY2009. FY)
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wer Generation and Sales Company

Mission Statement

To offer our customers high-quality and affordable comprehensive
energy services, with the utmost emphasis on safety.

Vision

Power generation and sales teams work as one unit to help enrich
our customers’ lives and develop business.

-We work to maximize profits by taking on the challenge of achieving
further growth and enhancing our cost competitiveness and offerings
that put us at an advantage.—

We adopted the system that integrates power generation and sales into one unit so

that our employees work more closely together to offer comprehensive services and

make decisions smoothly, transcending the conventional boundary between the

two different areas. All employees in Power Generation and Sales Company are
Toshinori Abe committed to meeting our customers’ needs and promoting local projects unique to
President of Power Generation Tohoku Electric Power, in order to encourage people to choose us as their service
and Sales Company provider. In this way, we can maximize our profits.

Power Generation Business
Thermal Power Generation

On the other hand, considering future demand and our power
source development plans along with projected maintenance
@ Efforts to Achieve Optimal Power Portfolio expenses, we have decided to close down Akita Thermal

We are working to build an optimal power portfolio that Power Station Unit 5 and Higashi Niigata Thermal Power
combines different energy sources in a well-balanced manner, Station Unit 5, which served as emergency power sources to
in order to achieve a competitive advantage and ensure the supply electricity after the Great East Japan Earthquake, and
steady supply of affordable electricity needed to support the Niigata Thermal Power Station Unit 4, whose facilities are
region in recovery and development. aging. We also plan to move the gas turbines at Akita Thermal
In the area of thermal power generation, the construction of Power Station Unit 5 and Higashi Niigata Thermal Power

the Noshiro Thermal Power Station Unit 3 and the Joetsu Station Unit 5 to Higashi Niigata Thermal Power Station Series
Thermal Power Station Unit 1 is underway as part of our efforts 4-1, 1o effectively re-use equipment from closed facilities and
to build and add economical thermal power sources. improve thermal efficiency, resulting in lower fuel costs.

In June 2017, the Shin-Sendai Thermal Power
Replacement Project won the Edison Award from
@ Hachinohe (LNG) the Edison Electric Institute of the U.S.

Noshiro Unit 3

Construction began in January 2016

Output: B00MW °

Thermal efficiency: 44.8%(LHV standard) Akita (oil) @

Scheduled to go into operation in June 2020

Sakata (coal)
(o)
Sendai (natural gas)
Joetsu Unit 1 Higashi Niigata Shin-Sendai (LNG)
Construction scheduled to begin in May 2019 (LNG etci) —
Output: 572MW [ Shinchi (coal)
utput: [ Haramachi (coal) . . .
Thermal efficiency: 63% or higher (design in Niigata Shin-Sendai Thermal Power Stations

progress)(LHV standard) (LNG ete)

Scheduled to go into operation in June 2023 M

Shin-Sendai Series 3

In operation

Output: 1,046MW

Thermal efficiency: 60% or more(LHV standard)

Nakoso (coal)

@ Our thermal power stations
O Joint thermal power stations

Annual Report 2018

Power
Generation and
Sales Company

(@ Efforts to Enhance Thermal Efficiency

Enhanced thermal efficiency for thermal power generation are planning to build the Joetsu Thermal Power Station Unit 1

reduces the use of fossil fuels and contributes to the effective in order not only to ensure a steady supply of electricity but
use of energy resources. Above all, it helps control CO2 also to achieve high economic efficiency and reduce
emissions. Hence, we actively use thermal power technologies environmental burdens.

that enable high thermal efficiency. The Noshiro Thermal Power Station Unit 3 has adopted

The Higashi Niigata Power Station Series 3, which went into ultra-super critical pressure (USC) as a way to achieve higher
operation in 1985, Japan’s first commercial-use, high-capacity thermal efficiency than those of existing Units 1 and 2. Joetsu
gas combined-cycle power facility, and achieved thermal Thermal Power Station Unit 1, which is a combined cycle
efficiency of about 48% -- the highest efficiency possible at the power facility with thermal efficiency of 63% or higher (the

time. Higashi Niigata Power Station Series 4 and Sendai highest we have ever achieved), aims to achieve high
Thermal Power Station Unit 4 later achieved even higher economic efficiency and reduce our impact on the
efficiency, and in July 2016, Shin-Sendai Thermal Power environment.

Station Series 3 went into full operation and accomplished We will keep ourselves committed to further enhancing
thermal efficiency of over 60%, which was the world’s highest. economic efficiency and conserving the environment, with
Furthermore, we have steadily been working on the safety as our top priority.

construction of the Noshiro Thermal Power Station Unit 3 and

Thermal Efficiency at Thermal Power Stations (LHV standard)

Thermal Efficiency (%)

65
Joetsu Unit 1
Shin-Sepdai Unit 3 63 or higher [ )
Sendai Unit 4 60 or higher .
60 .
Higashi Niigata
. . . Series 4-2

Japan'’s first high-capacity gas ’ -
55 combined-cycle power facility Higashi Niigata

for commercial use Series 4-1
50 . - .

Higashi Niigata Series 3 262
(2017)
45 L
Shin-Sendai Unit 2
Niigata Unit 3
40
35
1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2016 2017 FY2023
== New stations’ thermal efficiency =g~ Existing stations’ total thermal efficiency

(design value of rated output) (actual records of gas-, coal-, and oil-fired thermal power)
* LHV standard : Based on the heating value without the condensing heat of moisture. Condensing heat is generated from moisture contained in fuels by combustion.

(@ Efforts to Adopt loT and Big Data

In September 2017, Tohoku Electric Power and Toshiba
agreed to collaborate on exploring cutting-edge digital
technologies, such as loT and big data analytics, in order to
further enhance the thermal efficiency of our thermal power

Using the results of this collaboration in FY2017, we will
develop specific systems and conduct verification tests. We
aim to apply the technologies to all our thermal power stations
by the end of FY2019.

stations.
Conceptual Image of Systems Advanced by Cutting-edge Digital Technologies
SRR EEE S -
Noshiro Thermal . Hachinohe | Cutting-edge Exploration Topic 1:
Power Station Thermal Power Station ! digital How to detect abnormalities
—— 1 technologies of theb;sy?tems ztas c:‘uiclkly as
. X p iti possible (using technologies
Akita Thermal Sendai Thermal 1 (additional ! i
Power Station Toshiba ® Power Station Introduce i function) for big data analytics)
Operation cutting-edge p Ad "
Management = digital ¢ s
Higashi Niigata System * Shin Sendai technologies . i .
Thermal Power Station Thermal Power Station Toshiba Exploration Topic 2:
o p Effects of thermal efficiency
Mpera ion t enhanced by changing
Niigata Thermal 4 Haramaochi sanagemen operational requirements
Power Station Thermal Power Station ystem (using loT technologies)
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(@ Efficient Procurement of Fuel

We have adopted new procurement schemes and diversified
our price system in order to further boost our cost
competitiveness.

We have also restructured our overall procurement portfolio by
diversifying the sources from which we buy fuels and taking
other relevant measures. This way, we procure fuels more
efficiently and further optimize the procurement process,
thereby ensuring steady supply, economic efficiency and
flexibility.

Examples of Our Efforts Related to Coal

Diversifying the sources from
which we buy fuels to
disperse the risk of
interrupted supply and
enhance our economic
efficiency and flexibility
Procuring more low-ash coal
(e.g., sub-bituminous coal)
to cut our overall costs,
which include the costs
related to ash disposal
Employing carriers of
specific fuels and vessels
that use fixed routes to
ensure economic efficiency

Coal carrier Noshiro Maru e e Sl Sty

Renewable Energy

[® Hydroelectric Power Generation

Our Power Generation and Sales Company has 205
hydroelectric power plants (about 2.44 million kW), the largest
number of this type of plant run by a company in Japan*' .
The electricity generated by our hydroelectric power plants in
FY2017 was about 8.4885 billion kWh, which accounts for
about 11% of our supply capacity.

In September 2017, the extensive renovation of the Kanose
Hydroelectric Power Station (maximum output: 54,200 kW)
was completed, bringing the station into operation again. The
renovation was carried out due to aging of the facilities. We
reconsidered the number of water wheel generators and
introduced highly-efficient water wheels (water wheels with
bulbs*?) to increase output by up to 10% without changing the
quantity of water used.

We will continue to explore and develop new locations for
hydroelectric power plants (e.g., Tohoku Sustainable &
Renewable Energy Co., Inc. is currently building the Tamagawa
Daini Hydroelectric Power Station with maximum output of
14,600 kW) and to renovate aging facilities at our existing
hydroelectric power stations, thereby ensuring a steady supply
of hydroelectric power.

Annual Report 2018

wer Generation and Sales Company

In December 2017, we signed a basic agreement with
Mozambique LNG One to buy LNG from the Mozambique
LNG project. In accordance with this agreement, we will

be purchasing up to about 280,000 tons of LNG annually for
15 years starting from the early 2020s when the project is
anticipated to launch the production of LNG. This is the first
long-term agreement we have ever signed to source LNG from
Africa, and we believe it will help us further diversify the regions
from which we source fuel.

Examples of Our Efforts Related to LNG

We have signed agreements with three projects (one of them in North
America) to ensure new sources as part of our efforts to enhance our
flexibility in procurement and diversify our price system.

ﬂJ.b-
\/*
Cameron LNG
project in the US
o *

(scheduled to start

Mozambiquel NG selling LNG from
project Wheatstone LNG project in FY2018 or thereafter
(scheduled to start Australia

selling LNG in the (scheduled to start selling

early 2020s) LNG in FY2017)

Renovation of the Kanose Hydroelectric
Power Station for Increased Output

Output increased
from 49,500 kW to
54,200 kW

v

Before renovation

After renovation

*1 The number of hydroelectric power plants was current at the end of FY2017.

*2 Vertical shaft water wheels with bulbs that we co-developed with Fuiji Electric (our
Daini Kaminojiri Power Station, which went into operation in June 2002, introduced
the first water wheels of this type in the world).

Power
Generation and
Sales Company

[® Geothermal Power Generation

We have actively adopted geothermal power generation since
the Kakkonda Geothermal Power Station in Iwate went into
operation in 1978.

Our company group has six geothermal power plants in five
locations. The total output is 212,300 kW, which comprises
about 40% of the output of geothermal power generation
facilities across the country. In FY2017, the electricity
generated by our plants amounted to about 986 million kWh
(equivalent to electricity used by 290,000 households per
year®).

Furthermore, as part of our efforts to leverage more thermal
energy, Tohoku Sustainable & Renewable Energy, one of our
group companies, has been searching the Kijiyama and
Shimonotai areas in Akita for geothermal energy sources since
2010.

They found a geothermal reservoir in 2015, and have been
working to measure the quantity of the energy available by
drilling a large-diameter hole as an exploration well since 2016.

@ Solar Power Generation

As part of our efforts to help develop a low-carbon society, we
operate mega-solar power plants*' in Hachinohe (Aomori),
Sendai (Miyagi) and Haramachi (Fukushima) and a solar power
station in Hebita, Ishinomaki (Miyagi).

Our Solar Power Stations: Overview

Approximate amount
of generated

Solar Power electricity Operating
Station (assumption: since
capacity factor of
12%)

1.6 million kWh/year
(equivalent to
Hachinohe 1,500 kW electricity used by 500 Dec. 2011
households per
year*?)

2.1 million KWh/year
(equivalent to
electricity used by 700
households per year)

Sendai 2,000 kW May 2012

1.05 million kWh/year
(equivalent to
electricity used by 300
households per year)

Haramachi 1,000 kW Jan. 2015

310,000 kWh/year
Ishinomaki (equivalent to
Hebita ooy electricity used by 100
households per year)

Mar. 2016

Drilling a large-diameter hole as an exploration well

* Estimated on the assumption that a typical household uses Meter Rate Lighting B,
a 30-A contract current, and 260 kWh per month

We project that operating these four solar power plants will
lead to a cut of 2,600 tons of CO2 emissions per year
(equivalent to the annual amount of CO2 produced from
electricity use by 1,600 households*?).

*1 Large-scale solar power plants with output of at least 1 megawatt (1,000 kW)

*2 Estimated assuming that one typical household uses Meter Rate Lighting B, a
30-A contract current, and 260 kWh per month

Sendai Solar Power Station

Annual Report 2018
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Sales Business

wer Generation and Sales Company

[® Further Enhancement of Our Offerings and Competitive Edge

While sales of electricity within the Tohoku and Niigata region
have been slow since the deregulation of the retail electricity
market, we are working to continue selling our electricity
outside the region and/or in the wholesale market.

We are also continuing to move forward with our sales
measures, which include offering new rate plans and
developing and improving new services that will benefit our
customers, thereby enhancing our competitive edge in terms
of prices and other vital aspects of business.

Progress of Our Quantitative Target Set in Our Mid-Term Management Policies

Achievement in

Power
Generation and
Sales Company

(@ Sale of Electricity Beyond our Franchise Area
We have been taking a range of actions to increase the
amount of electricity we sell outside the 6 prefectures in
Tohoku and Niigata Prefecture.

Synergia Power, a company we established jointly with Tokyo
Gas, began to offer electricity for customers who use high- or
extra-high voltage power in the Kanto region (mainly in the
northern Kanto area) in April 2016.

In March 2018, we invested in Tokyu Power Supply, which is
Tokyu Corporation’s subsidiary and actively sells electricity and
provides related services to customers living near the Tokyu

Synergia Power

£) SYNERGIA POWER

Tohoku Electric Power x Tokyo Gas

The two energy companies join hands
in achieving visions for customers

— ™ Line (Tokyu Corporation has a 66.7% stake, Tohoku Electric
oower Sales Fv2017 Fv2080 e (o o
(Increment including Enhanced sales FY2020 B We work with Tokyu Power Supply to sell electricity on the 2 TOKYU (/\ ]
sales beyond our generated by our _ i retail market in the Tokyo metropolitan area. Tokyu Power \@/ CORPORATION 0 Tohoku Electric Power
. measures Supply has a wealth of sales channels, solid branding skills,
franchise area + 3.5TWh + 15TWh and excellent marketing skills. Our collaboration aims to 66.7% 33.3%
and wholesale) L + 2.6 TWh. ) combine these strengths with ours, which are the know-how stake stake

[® Service for Business Users

We have dedicated teams that suggest how to save energy
and reduce costs to our corporate customers ranging from
plants, hospitals and welfare facilities to educational institutions
and agricultural facilities.

In April 2017, we acquired 100% ownership of Tohoku Energy
Service Co., Inc. (“Tohoku ESCO”) to develop offerings that
combine the energy we offer (i.e., electricity and gas) with
Tohoku ESCO’s energy management systems and services for
customers’ facilities, thereby further strengthening our
comprehensive energy solutions.

Moreover, we currently offer a pilot service called “exEMS
(experience Energy Management Systems).” This new product
offers on-demand monitoring and visualized usage of electricity
in order to help customers save energy and reduce costs.

exEMS (pilot service)

exEMS visualizes electricity usage and assists with energy-saving behavior (patent
pending) to help optimize the use of electricity

and experience we have built in the electricity business, in
order to offer services appealing to our customers.
Furthermore, in January 2018, we updated the rate plan
“Yorisou Denki” designed for customers in the Tokyo
metropolitan area by offering new unit prices that give better
value for money than ever in order to make our electricity more
affordable to individual customers in the metropolitan area,
thereby increasing our customers.

Efforts to Reach Our Full
Potential for the Sales and
Power Generation Business

Trading Business

We founded Tohoku EPCO Energy Trading in June 2017 to
prepare for increased market transactions due to the

dc‘gvowsns,,‘°
~

@ Tokyu Power Supply ’.ﬂ.’}

K

Rate Plan for Individual Customers in the Metropolitan Area

Yorisou, Denki (electricity for support)
We updated the rate plan Yorisou Denki for customers in the
Tokyo metropolitan area and launched it in January 2018

It also acquires and accumulates trading skills and know-how

to accurately manage business risks, and takes courses of

deregulation of the retail electricity market. The new business
started operating in April 2018.

action to continue boosting revenues, thereby ensuring future
growth and development.

19

[@® Service for Family Users

We offer a wide range of rates and plans that suit customers’
increasingly diverse lifestyles.

Our new rate plans have been selected by numerous
customers. For example, the Yorisou Plus Family Value Plan is
perfect for multigenerational households that use relatively
large amounts of electricity because their family members often
stay at home in the daytime. Plans that combine our supply of
electricity with our affiliates’ services (e.g., Internet access,

along with the new content “Gotochi Tabearuki Gurume
Sugoroku (local restaurant-hopping game for gourmets), and
increased the number of places where members can use their
Yorisou e-points. (Yorisou e-Net's membership: 435,000 at the
end of March 2018)

4 Money-Saving Sets of Services
0
155 KAMEI CORPORATION @ " OCN

The company actively explores new business areas with
visions, such as integrated trading in the electricity market or
the use of fuel futures.

Fuel futures market —

Electricity futures market &=

Customers

Electricity supply

................

' :
home security systems) are also popular. u Kamei - OCN - “Package Discount for . "Flfar::;cﬁon E Tohoku EPCO Energy Trading Tohoku Electric Power EBuy fuels
Some 70,000 households signed up for these new plans by e L A ! e
the end of March 2018. access Negotiated ! :
Furthermore, our membership-based online service Yorisou » ALSOK SECOM U S ; ;
e-Net is beefing up its services. It launched a new program, E Combined with a home G Combined with a home Negotiated markets — : ;

“Yorisou Keizoku Points (points gained through subscription)”

Annual Report 2018
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Power Network

Company
wer Network Company
The amount of renewable energy that can be interconnected is generation facilities. We have also installed a hydrogen
M | ssion Statement limited. To increase the amount, we support the development production system at our research and development center in

and verification testing of the remote output control system by Sendai to conduct verification tests on measures to control

To prosper with local communities and continue earning the trust of the research and development project that the New Energy fluctuations in output.

our customers. and Industrial Technology Development Organization (NEDO) We will continue to ensure good quality electricity and make
launched, as well as the advancement of technologies to efforts to further increase the use of renewable energy.

-We ensure safety, a steady supply, and economic efficiency at the
same time. We ensure neutrality and fairness and provide the right

service for each customer.- @ Conceptual Diagram of the Remote Output Control System

predict and estimate the output of our solar and wind power

The situation surrounding the power network business currently looks turbulent. Controlled amount

Central power feeding

More renewable energy sources have been introduced and the legal separation of direction center Control order Extra-high
P s \ \ . . Lo - voltage
power transmission/distribution (i.e., separation of the grid division from utility i Dedicated : Amount of interconnection
. . i . . . . i communication line ! electricity  cpT gevice Control
companies) has been determined. Despite all this, we aim to maintainasteady e ete. device
. . . . . Controlled amount Output control
supply of electricity to the six prefectures in the Tohoku region and Niigata schedule High- and
. . . . . low-voltage
Prefecture, as well as continue ensuring neutrality and fairness and providing the interconnection
i i . i . ECIosgd network in : Amou_nt_ of Communication Gontrol (two-way)
right service for each customer, thereby growing and prospering with local Renewable energy {public places (VPN etc.) electricity etc.  adapter device
iti H Output control High- and
communities and earning greater trust from our customers. output control system The Internet schedule low-voltage
etc. interconnection Hydrogen Production System (Research &
Communication Gontrol (one-way) Development Center)
Hiroshi Tanae Controlled amount adapter device
President of Power Network Company . . - .
(@] Efforts to Reduce Costs Il Our Major Efforts for Higher Efficiency (Capital Investment-related)
C . We are making efforts to reduce the cost of work on our o the affidency of (1) Piace orders fonty with external partes to make
E EffOftS tO Malntaln a Steady Supply faCi”tieS as We” as maintenance done tO maintain a Steady Opd;n;(;cteaznltc\encyo %T\ggﬁsﬁ%‘\?g&r ;Earigwsneering (VE) approach to make
. . L S li purchases at lower rates
To steadily deliver electricity to our customers, we undertake supply of electricity. These efforts include adopting new S
i i i i . . . ” " Standardize the specifications of system protective relays
.rnetlcul.OUS malntenance work that !nClydeS da”y patrols and teChnOlOg|eS, Carer”y deﬂmng the scope of Construc“on’ S:Q;Laslléilgtsggg;%;eions gi(?;gance the efficiency of design and jointly place
mspeotlo.ns in power network faC|I|.t|es in order to preven? streamlining construction methods and specifications,
pO?NleI’ failures caused by malfunctions. We also hOld various accepting Competitive bids for more prOjeCtS, and bUymg Usihnedw aterials andor %L{gﬁé}@ :he‘ shs;pe:)f c\an;p c:verstlo rfdlvjc‘e c:)sls of
training programs for our employees that are designed to materials from affiliates and other business partners at lower Rvitwhat 2 {emporay roads o powe Hanemissen work

exactly

improve their skills needed for action during a power failure rates construction

does

. . Enh the effici f Ch: th it f distribution li
due to a major disaster (e.g., an earthquake or typhoon) so Furthermore, we apply the latest knowledge and technologies e&;%"rﬁgm e s Im‘oinn%;noﬁ:jal:eeassct)o e e S
. . . ’ systems later years
that electricity supply wil t?lelqwckly relstored. . to remaining life assessment and the advancement of
. . . Lo . Enh ffici by q 3 .
Moreover, many of our facilities are aging and we are planning inspection technologies and revisit inspection frequency and Sxendng he gmé baween  £X1end e time between nspections to detect fauly
renovation and maintenance suitable for these facilities as i . : Enhancethe inspections
) . Repairs to an steel tower deformed under the weight of snow andemergency high-voltage facility renovation plans in order to reduce expenses related to ggﬁ;@"cy @i
measures to appropnately manage our aging infrastructure. power supply cars to maintain electricity supply (Yamagata Prefecture, December 2017) capital investment. We will continue to maintain a steady maintenance S:‘r;réci:gﬂ:ﬁ:{ifgi:%?{ vegen Increase reuse of transformers to reduce Gosts of
supply while cutting costs through these actions. replacement o equpment . 1ETElS
@ Efforts to Use More Renewable Energy Sources
We are handling customers’ requests for connection to our e —
power lines for renewable energy (e.g., solar and wind power),
hich i idly i . . | H th f Maintaining a steady supply
wnicn IS rapidly increasing In volume. mowever, the use o Accumulate data Analyze data while reducing costs
renewable energy involves a technical issue, that is, the output i 10 e
' . . Consgruchon and Plat reqister — = S % o porE Revisit inspection frequency
varies depending on the weather. Hence, we have installed maintenance Patrol and inspection results a5 © Pl o
e=R P ) = - T
large storage batteries at the Nishi-Sendai Substation and the Electrical faults —] aF yARnaT Rlevistiiaciliy
) . . ] ) 95 % £ . renovation plans
Minami-Soma Substation to control fluctuations in frequency s . . =2« g
torage battery system at the Nishi-Sendai Substation (lithium-ion batteries) ) S District A (s sa Ay —Gr ]
and system voltage. g 1y sy ( ) =8 of 2 DitictA bameat Revisit priorities
K g ‘g oL X District C (seaside industry)
«Q

n ’ 0 10 20 30 40 50 60
Solar Power Wind Power Age of service (years)

(10,000kW) (10,000kW)
1000 [~ Amount scheduled for interconnection: 350 — Amount scheduled for interconnection: . .. .
5.214 million kW 200 2.143 million kW Efforts Toward Higher Efficiency Using Drones Drone
800 - getéil: Ct>l0c|i rulle: 22-47?;313mi_lllli_on I;VV\(/ getail: Ole('j rulle: 10-46%21 millllion l;(VV\C We are working on research to develop technologies that use loT devices and Al, such as
esignated rule: 2. million 250 [~ esignated rule: 0. million . . . _
600 I 8 & drones, wearable devices and smart devices, as part of our efforts toward higher efficiency.
200 |- ' . ) - .
2021 The use of drones will help collect information about the local situation quickly and save
400 = 3205 ' 1501= 103.0 workers’ labor. Hence, we are working on verification tests of drones for information
ek 100 = 660 7267 °%3 athering in places made inaccessible by disasters or other emergencies as well as for
200 [~ 152.9 542 54.45 - g ginp Y €]
375 Bl 0 regular inspections of power network facilities.
» o -
13/3  14/3  15/3  16/3  17/3  18/3 13/3  14/3 15/3 16/3 17/3  18/3
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‘ ‘ ‘ ‘ Enhancing the ‘ ‘ ‘ ‘ ‘
Safety of Nuclear
Power Stations
hancing the Safety of Nuclear
Power Stations
We undergo conformity assessments to ensure it meets new regulatory criteria and carries out construction work on [@ Status of construction work on safety measures
safety measures to enhance the safety of its nuclear power stations. We value communication with the local community In addition to receiving conformity assessments to ensure that operational procedures for the facilities.
as we continue to pursue safety. we meet new regulatory standards, we have launched We are also working on the maintenance of both power
construction work as safety measures according to the stations’ facilities, including safety inspections during

@ Need for nuclear power and our efforts Efforts/io Enhance Satety standards and the latest knowledge we have acquired. We aim shutdowns and other inspections.

to complete the construction work on the Onagawa Nuclear
to enhance safety Power Station Unit 2 in FY2020 and the Higasgidori Nuclear LB ] LU [ B D E A
(Onagawa Nuclear Power Station)
Power Station Unit 1 in FY2021.
At the Onagawa Nuclear Power Station, construction work to
raise the seawall (up to about 29 meters above sea level and
about 800 meters in length) is in progress to protect the station
from tsunami. An impermeable wall (a vertical wall with steel
tubing, about 680 meters in length) and a breakwater made of
cement-treated soil (about 120 meters in length) have been
built. Currently, waterproofing of the impermeable wall and
gaps in the wall is ongoing. Furthermore, considering the

p 3/11/2011 ’ Current status
Nuclear power generation does not emit CO2 . Great East Japan Earthauake @ Veasures forvdlintary

In addition, there is a steady supply of uranium i
used for fuel, which is expected to help reduce
the cost of fuel for thermal power. Given these
advantages, we believe we need to continue the
use of nuclear power, as long as safety is
ensured.

We plan to go beyond the framework of the new
regulatory standards that took effect in July

Emergency
safety
measures, etc.

It

Apply lessons learned from the Fukushima
Daiichi nuclear accident and the earthquake
damage at Onagawa Nuclear Power Station

Actions to meet
regulatory
requirements

It

[ Actions to meet the new ][ Initiatives in accordance with ]
[
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regulatory standards “guality risk management”

2013, thereby continuing our voluntary initiatives —— | — . discussion we had during the conformity assessments, we
that incorporate the latest knowledge and take Seawall bult at the ounam s 251 T S anall G apout 26 m sbove sea i i
. . . DNl The ceawall neods to be raised lovel s in orogress. have decided to do improvement work on the ground
into account our power stations characteristics. bbbl 1o protect he pover staon - The reised seawall wil secure underneath the seawall in order to prevent subsidence, and
By doing this, we will continue to enhance safety. are currently working on detailed design that includes defining
the scope of improvement and deciding on a construction

@ Status of conformity assessments for new regulatory standards method. Also in progress is the installation of venting

. ) o ) ) equipment with filters for the containment vessel” inside the
130 assessment meetings have been held so far (as of the end 2018) to assess the Higashidori Nuclear Power Station Unit 1. .

) ) ) i ) nuclear reactor building.
of August) to examine the Onagawa Nuclear Pgwer Station We belfeve that, fgr the time being, we sholuld focus on At the Higashidori Nuclear Power Station, the installation of Training i connecting & power supply car o
Unit 2. The assessments of Unit 2’s safety against earthquakes assessing the activity of faults on the premises. The : . carry electricity to the nuclear reactor building
i . . . - ) three freshwater tanks (about 3,600 cubic meters each) is in (the Higashidori Nuclear Power Station)
and tsunami Concl.uded th.at, all in all, we had reasohably assessment meetings examined our v.|ew andl gxplana}thlclan that progress. Drilling on the premises, main frame construction
calculated the deS|gn—lbaS|s earthquake grounq motion (up to the faults beneath the e’.i\rthquake—rf‘e.&stalnt critical facilities work for the water tanks (concrete placement), backfiling with mfevrvsvfimgsgﬁtgr:nign\t’v\gsse|
1,000 Gal) and conceivable maximum tsungml (23.1 meters). (e.g., nuclear reactor buildings) are “inactive for the foreseeable soil, and applying water-resistant coating to the inside of the gohagawa i
) i » . ' 2L

purrently, an assessment of thg power station’s facilities is fully future,” and concluded that, overall, thg Y|ew and explanation freshwater tanks are complete. We are currently developing ation)
in progress. Assessment meetings have been held to evaluate are reasonable. We are currently explaining that other faults on o S ‘ _ ‘ _ ‘ _
the effectiveness of fire safety and accident prevention the premises are not “active faults that constitute the The release of radioactive material is inhibited when this equipment is used for venting that is done to prevent damage to the containment vessel from overpressure.
measures. hypocenter.”
16 meetings have been held up to this point (the end of August @ Our activities to communicate with the local community

(As of August 31, 2018)

c : f AS . nUC|ear power bUSineSS’ o belleve It IS essentlal to _
umber o ) . . Visiting activities in town of Onagawa
FY2013 FY2014 FY2015 FY2016 FY2017 Fvy2018 gg?ég;”%%t communicate with the local community so that we constantly
meetings learn about people’s views and opinions. The Onagawa and
v Full-fledged conformity Higashidori nuclear power stations are continuing their biannual
A Vv Application (Dec. 2013) afsseSS(f)Tletntzm\7 g. . - ) p. o ¢} :
o %S%es;?te:t (from Y Oneite ;urvey activities in which their employees visit each local household in
% (facilities) v On-site survey (Jan. 2015) (Nov. 2017) the area
2 _Conformity assessment ' : A
S - 130 In May and June 2018, employees of the Higashidori Nuclear
% Assei?ment v c(JS'ﬁ]it% S%V)ey Power Station visited about 2,800 households in Higashidori
earthquake . : Village, and in July, employees of the Onagawa Nuclear Power
d ent
and tsunami . . .
-W Station visited about 3,900 households in Onagawa Town and
Assfesfmfnt v Application (Jun. 2014) the peninsula side of Ishinomaki City, to provide information
or plants i . . .
(facilities) r—ﬁmwt ‘ ‘ ; about the nuclear power station and talk directly with the local
% v Sfu?plemen‘tary survey v (%n-sitg gré\)/ey v On-site survey people to hear their invaluable opinions.
of faults in the premised ec. (Nov. 2017) . . R
% (from Oct 20181 \ Adsitonal . We will continue these activities as part of our efforts to
. v itional supplementary v itional survey o . .
S Asse.:,;ment v (Sftartsdof h%%r;rég) T survey of faults in the | faults in the premises 16 become a community-based power company that enjoys the
?C,- earthquake rom U”e-nt premises. (from Apr. 2016) (from May 2017) trust of local residents.
—.| and tsunami ‘
¥ Submission of report on . . v
additional geological v Comple_t'on of experts Evaluated as ‘reasonable consideration,” regarding
survey (Jan. 2014) evaluation statement (Mar. 2015) the fault right under the earth-quake-resistant
‘ ‘ important fac‘nmes and etc.(2018.5) \
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[® Overseas Business

We are actively participating in overseas power generation projects,
leveraging the skills and techniques we have developed as an electric
power supplier in Japan.

In March 2018, we invested in the Rantau Dedap Geothermal Power
Project in Indonesia, to own 10% of the project’s equity. This was the
first overseas geothermal power project in which we had ever taken
part.

The geothermal power plant (total output: 98,400 kW) that was built
in this project will begin operations during the second half of 2020.
We plan to sign a 30-year power sale agreement with Perusahaan
Listrik Negara (PLN) an Indonesian government-owned electricity
corporation) that takes effect when the plant begins operations. We
believe the agreement will ensure steady long-term revenue for us.
We will continue to focus our attention on Southeast Asia, as well as
North and Central America to participate in more overseas power
generation projects as part of our efforts to increase revenue.

[® Gas Business

We have been making efforts to promote the use of natural
gas in the Tohoku region by supplying the gas to corporate
customers and regional city gas companies through our group
companies via pipelines and tank trucks.

We began to supply natural gas to Toyota Motor East Japan in
Iwate in April 2017, and to its neighbor Denso Iwate in
December of the same year.

The LNG we supply is transported by tank truck from the
Niigata Base of Nihonkai LNG (our group company) as well as
the LNG shipping facilities at the Shin-Sendai Thermal Power
Station, which went into operation in August this year and
other places.

We will continue to take advantage of the shipping facilities to
diversify energy used in the Tohoku and Niigata regions,
thereby increasing the sales volume of gas.

Shipping facilities for tank trucks at
our Shin-Sendai Thermal Power .
Station i

Progress Toward Quantitative targets in Medium-Term Management policy

m Gas Business

m Overseas Business

Overseas Power Generating Business
Net Capacity

1,200 MW

220MW 230MW

We will speed up our group-wide efforts to pursue new business opportunities for further growth.

Itivating New Business Opportunities

Steam power testing at the site of development work for the Rantau Dedap
Geothermal Power Project.

Niigata

Gas sales volume

380kilotons

Current gas distribution network

Increases gas sales channels
Offers added value of packaged
electricity and gas

Aomori

Hirosaki «

Cemmmmmmmn

5
." Yamagata

Sendai
Shiroishi

Koriyama

—0 Pipeline

® - = @ Tank container
(transported by rail)

LNG is transported by tank truck to Toyota Motor

East.

400kilotons

450kilotons

End of FY2016 End of FY2017  FY2020 target FY2030 target
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End of FY2016

End of FY2017

FY2020 target

600kilotons

FY2030 target

@ Pursuit of Innovation

As our initiatives driven by new information technology (for
example, internet of things and artificial intelligence), we have
launched the Virtual Power Plant (VPP)*1 Verification Project,
which will run for three years from FY2018 to FY2020.
Sendai City is one of our business partners in this Project*2.
We signed the Master Agreement on the Development of
Disaster-Resilient and Environment-Friendly Energy
Management Driven by VPP

Cultivating
New Business
Opportunities

Technologies. In accordance with this agreement,

we will integrate solar power facilities and storage batteries at
Sendai’s 25 designated shelters as the energy resource for the
VPP to enhance the region’s ability to respond to disasters
and reduce regional environmental burdens. We will also
remotely monitor and optimize control over the facilities’
operation, thereby seeing if the VPP can help control the
supply-demand balance.

*1 The VPP is designed to remotely control and integrate energy resources across the region so that they function as one power station.

*2 Using lessons learned from the Great East Japan Earthquake, Sendai City has installed solar power facilities and storage batteries at its designated shelters, which include
all elementary and junior high schools in the city. This will allow us to secure power sources in case of disasters, as well as reduce CO2 emissions.

VPP Verification Project with Sendai City

Sendai _ _ Tohoku EPC
T T T T ~q Monitor and optimally control solar —_———— ~
’ - \ power and remaining battery levels  / Storage battery \I
- - . according to the weather conditions : monitoring
PV L|th|um|on-batter|es\ P = | control server
S I
U |

.

cerarge 88 o P b= S ..V
discharge ‘S8 g o dscharge, =t 8@

charge

A balance

Explore the possibility of using the
VPP to control the supply-demand

=

Weather Sendai Mayor Kazuko

L

=

information

.

\

1

|

1

1

|
"
charge |
1

1

1

1

/!

P e
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Explore how surplus solar power

&
discharge - ‘.‘ discharge, 8 & ‘ .
1 & can be effectively used and battery
\ charge / life extended
~ - § J N 4

Kori, right, and President
Hiroya Harada pose after
signing the Master
Agreement.

|
|
1
|
|
|
1
|
|
1
and others |
|
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We are also running the Yorisou Smart Project designed to
explore services we can offer by using new information
technologies and communication robots.

This project will explore the two services below over the period
from July 2018 to late August 2019.

Services explored in the Yoriosou Smart Project

(1) Life assistance services offered through
communication robot Bocco

Multiple services will make use of Bocco’s
functions designed to assist communication
between family members in different
everyday situations and to provide our newly
developed services, including air-conditioner

control assistance.
BOCCO

With the knowledge and know-how acquired through this
project, we plan to develop new services that will help
customers live more convenient and comfortable daily lives.

(2) Energy conservation assistance service
tailored to specific home appliances

Energy-saving advice delivered through our
unique, newly developed system

* Bocco is a communication robot developed by Yukai Engineering Inc. It can be linked with a smartphone to enable the user to exchange messages with family members
living separately and to monitor his or her home (e.g. temperature and humidity in the house, presence of family members, etc.).
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oup Companies’ Efforts

Group
Companies’
Efforts

Power Generation

Power Network

Sales

Business Support

Group of companies for strategic marketing

i? Tohoku Natural Gas

Synergia Power
Tohoku Energy Service

E Life Partners

Group of companies that provide fundamental
services designed for the Tohoku Electric Power
Group’s business activities

Tohoku Information Systems

Tohoku Intelligent Telecommunication

@ Higashi Nihon Kougyou

@ Eltas Tohoku

Group of companies responsible for the Tohoku . i
Electric Power Group’s supply capacity Group of companies that support network operations
Tohoku Electric Power Tohoku Sustainable & - .
Engineering & Construction Renewable Energy Yurtec @ Kitanihon Electric Cable
@ Joban Joint Power Nihonkai LNG Tohoku Power Transmission  _#s 22 @75 Tsuken Electric
and Distribution Service Industry
Soma Kyodo Power Tohoku Port Service Tohoku Electric
@ Company Manufacturing Tohoku Pole
Sakata Kyodo Power £ Tohoku Development Tohoku Electric Meter : i
Company \_ Consultant Industry ﬁ,& Aizu Gaishi
Tohoku Ryokka Higashinihon Technology Tohoku Air Service (and 14 others)
Kankyo Hozen and Survey
(and 15 others)
Nihonkai LNG : LNG storage tanks Tohoku Sustainable & Renewable Energy: Kitanihon Electric Cable:Electric cables Tohoku Electric Meter Industry:
Matsukawa Geothermal Power Plant Production of smart meters

Major efforts during FY2017

[® Construction of the Noshiro Thermal Power
Station Unit 3

Tohoku Electric Power Engineering & Construction is building facilities for
turbines and boilers as part of the construction of Tohoku Electric Power’s
Noshiro Thermal Power Station Unit 3 scheduled to begin operation in June
2020. The project is supervised as part of a manufacturer’s construction
system, and safety has the highest priority.

Becoming involved in construction allows the company to learn about the
structures, arrangements and systems of machinery and equipment in
advance so that maintenance will be done smoothly once the unit begins
operation.

Furthermore, the company enhanced the team structure of its Tokyo office in
March 2018 so as to expand its general marketing channel in the Kanto
region. The company plans to continue strengthening its technical basis by
conducting maintenance for different types of facilities.

Noshiro Thermal Power Station Unit 3

27 Annual Report 2018

[/ Enhancement of construction
system in Kanto

Yurtec is a community-based company with 80
offices across eastern Japan. In April 2017, the
company founded Yurtec Kanto Service in
Kawaguchi, Saitama Prefecture, to enhance its
construction system for electrical work and air-
conditioning duct work in Kanto.

Yurtec Kanto Service is the first affiliate that Yurtec
has established in Kanto. It takes over Yurtec’s
maintenance work for large commercial
establishments and office buildings. As a new
company, Yurtec Kanto Service is committed to
meeting various needs of customers in Kanto to
continue improving its customer service.

Tohoku EPCO Energy Trading

Tohoku Natural Gas:
Pipeline bridges for gas

Tohoku Energy Service:
Miyagi Children’s Hospital (ESCO’s project)

(and 1 other)

Marutto PC services

TDG Business Support

Tohoku Information Systems (TOINX): Eltas Tohoku:

(and 4 others)

Management of company dormitories

@ Increasing sales of
electricity in Kanto

Synergia Power was jointly established
with Tokyo Gas in October 2015. It
engages in electricity sales activities
and its targets are commercial
establishments, factories and other
facilities with long opening hours in
northern Kanto.

We remain committed to keep
increasing electricity sales by making
proposals designed to help reduce
customers’ energy costs.

©) SYNERGIA POWER

Tohoku Electric Power x Tokyo Gas

The two energy companies join hands
in achieving visions for customers

@ The highest level of customer
satisfaction

Tohoku Intelligent Telecommunication
(TOHKnNet) won first place in the wired
network service category for the 2018 and
2019 Evaluation Survey of Local
Governments’ IT Systems. The survey
results were published in the 2018 fall issue
of Nikkei BP Government Technologies. The
company won the award for the third
consecutive year, and its sixth time in total.
We will continue our company-wide efforts,
including further improvements in network
reliability and the knowhow to propose
solutions, in order to achieve even higher
levels of customer satisfaction.

@ Completion of a business
office with a convenient
working environment

Tohoku Electric Power’s Itoigawa office,
designed and built by Higashi Nihon Kogyo
was completed in May 2017. The old
[toigawa office was built nearly 50 years ago
and the building was showing its age.

The new office features a free address
workspace and is laid out with its rooms
and aisles optimally located to create a
convenient working environment. The
design also incorporates our business
continuity measures in case of disasters, as
well as ideas for energy conservation.

Annual Report 2018
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vironment

together with local communities.

We consider environmental conservation critical to its business. We make steady efforts to protect the environment,

Tohoku Electric Power Group Environmental Policies

Basic Stance

Through our environment-friendly energy service, we work together with the local communities and our
customers, aiming for a sustainable society where future children can live safely and in peace.

We strive to ensure a stable supply of energy that is compatible with environmental conservation and
economic efficiency, with the premise of ensuring safety as a corporate group aligning with the local

communities.

This is our mission, and it will not change in any way in the future.

We appreciate the earth and its bounty, and we respect the traditional values of the people of this
region as they coexist with nature. We aim for sustainable growth along with the local communities
and our customers. Through good and faithful communications with them, we seriously consider our
commitment to environmental issues and take actions to achieve our goal.

Four Principles of Conduct

1. Appreciate the bounty of the earth and carefully use its limited resources

2. Minimize environmental impact

3. Protect and coexist with the rich natural environment
4. Think and act with the local communities and our customers

[® Our Environmental Management Structure Our Environmental Management Structure

We pursue environmental management and continue to
improve our efforts to protect the environment.

The Council for Global Environment Issue chaired by the
president discusses company-wide environmental
management across departments from a comprehensive
perspective. The environmental management we pursue
aims to achieve sustainable development with local
communities.

Furthermore, the Environmental Management Committee
has cross-departmental discussions about the company-
wide policy and plans for environmental management,
individual measures and performance evaluation, in order
to make suggestions and reports to the Global
Environment Issue Countermeasure Council

The 27 companies in our enterprise group set up the Tohoku
EPCO Group Environmental Committee to develop group-wide
policies and plans for environmental activities, and review and
evaluate the Group’s performance to continue improving our
actions to protect the environment.

We also introduced the Tohoku EPCO Group Environmental
Management System (T-EMS), which we developed as our own
system to meet ISO 14001. We support the operation of T-EMS
to pursue group-wide environmental management.

Annual Report 2018

Organizer
(Environmental
Affairs Dept.,
Corporate
Planning Dept.)

Office of Global Environment CSR Promotion

Internal Report Issue Countermeasure Coordination  Council

Auditors Council (Chairperson:
(Chairman: President) President)

Proposal - Report

Environmental Tohoku EPCO
Management . Group Environment
Committee Coordination Committee
(Chairperson: (Chairperson:

General Manager
of the Environmental
Affairs Dept.)

Managing Director)

Branch Offices, etc.
Office Meetings, etc.
(Person in charge:
Branch Manager, etc.)

Tohoku EPCO Group Environmental Management System

Tohoku EPCO Group
Environmental Committee

Tohoku EPCO Group T-EMS Recommendation
Environmental Committee
Liaison Committee

Tohoku EPCO Group
Organizer Meeting

Support introduction
and registration of T-EMS

‘ ‘ Environment ‘ ‘

@ Greenhouse Gas Emission Control to Develop a Low-Carbon Society

We give safety the highest priority, and believe that achieving
the following three goals at the same time is our mission as an
energy business (S+3E) : Energy security

Environmental conservation Economy

Specifically, we are working to resume the operation of our
nuclear power station as part of our efforts to help develop a
low-carbon society, with safety as our top priority. We are also
committed to harnessing renewable energy sources,
enhancing the efficiency of thermal power generation, and
maintaining the appropriate level of thermal efficiency.
Moreover, we assist our customers with their courses of action
to save energy and reduce CO2 emissions, in order to
maximize our efforts to cut CO2 emissions on the parts of

CO2 emissions

suppliers and consumers.

Furthermore, as a member of the Electric Power Council for a
Low Carbon Society, we pursue action to reach the goals set
in the Action Plan for Low-Carbon Society, such as achieving
a CO2 emission factor of around 0.37kg of CO2/ kWh in
FY2030 throughout the electricity business.

FY2017 saw electricity generated by thermal power decrease
because the flow rate of water from dams increased and more
renewable energy was put into use. Our CO2 emissions (as a
retailer) dropped by 4.6% to 37,550,000 tons of CO2 from the
previous year, and our CO2 emission factor decreased by
2.0% to 0.523 kg of CO2/kWh from the previous year.

CO2 emission coefficient  Electricity sales

(10,000 t-CO2) I CO:2 emissions —@— CO:2 emission coefficient —— Electricity sales (kg - CO2 /KWh) (100 millionkWh)
10,000 -, - 0900 [~ 900
9,000 -| - 0.800

|- 800
8,000 -| L 0700
(0.600 ) LY
. (0.591 )
7,000 - (0547) __o=®@====-= 0.573 0.559 0548 - 0600 —700
0589 (0.571) 0523
6,000 -| . (0.545) L 0500
(0429 ). (0521)
[ J
2% 1 oz ®ern) 1£250) 4,390 [ 057
aoo0 1 (4,120) i ( ity 4,055 Goals of the Electric Power Council | o 500
g b (3,550) ( (: ) 3,755  for a Low Carbon Society (ELCS) v
R (i )
3000 4 i} - 0.200
2,000 - L0100 |
1,000 - . . . . . 0000 - O
2010 2011 2012 2013 2014 2015 2016 2017 2020 2025

We take advantage of the Tohoku region’s rich natural
environment to expand the use of renewable energy sources,
and properly handle customers’ requests for connection to our
transmission lines. (See Pages 17, 18 and 21.)

We have started working toward the verification test of a
hydrogen energy system called the “Fukushima Hydrogen
Energy Research Field” (FH2R), in collaboration with Toshiba
Energy Systems and Solutions Corporation, and Iwatani
Corporation, with the support of NEDO* in the town of Namie,

Fukushima Prefecture.

This system will have a 10,000 kW class hydrogen production
facility with world largest electrolysis. We plan to start operating
it for verification and transporting hydrogen by July 2020.

We aim to help develop a CO2-free, hydrogen-driven society
through this project.

*NEDO: New Energy and Industrial Technology Development Organization

Environmental Action Report http://www.tohoku-epco.co.jp/enviro/list-e.html ‘
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[® Working with Local Communities

We engage in a wide range of activities to develop
relationships of trust with local communities as their
member. We participate in local festivals and events that
include clean-ups and planting trees. We became involved
in about 1,500 activities during FY2017.

(@] Social Contribution Activities

Our company operates a support project called “Houkago
Hiroba” (After-School Playground). Its aim is to create an
environment to help nurture the character and talent of
children who will be responsible for the future of the region.
We support local children’s growth by engaging in various
activities such as a Junior High School Essay Competition,
school concerts, the Tohoku Electric Flag Tohoku Mini
Basketball Tournament, and a series of lectures on energy.

[® Outreach Programs for
Community Revitalization

The Company conducts various initiatives to revitalize the
region in the six prefectures of Tohoku and Niigata

Prefecture. "Machizukuri Genki Juku” (Cheerful
Community-Building Study Group) dispatches experts in
community development as "Machizukuri partners" to
organizations involved in regional revitalization and self-
reliance to help promote community-based development
activities.

From the start of the initiative in 2006 until 2017, through

the efforts of 32 organizations in Tohoku and Niigata, the
area’s charms have been introduced to the world, and a
unique local identity has developed. The project has borne fruit
with the help of these "Machizukuri partners.”

In 2018, we also supported four organizations and encouraged
new activities.

In 2017, we launched the Tohoku Niigata Activation Support

A Machizukuri Genki Juku workshop

Annual Report 2018

pport for Local Communities

We have maintained the basic principle “We grow while Tohoku prospers” since our founding. We continue to support
local communities as their member and engage in various activities designed to help us grow with the region.

Our employees at a tree planting festival

Tohoku Electric Flag Tohoku Mini Basketball Tournament

Program to support groups doing voluntary activities to
promote regional industry, revitalize local communities, and
expand the intermingling of people in Tohoku and Niigata. Of
the 110 organizations that applied, we chose seven to support
with grants. We will recruit and select more groups to support
with grants in 2018.

Activities of a group supported by the Activation Support Program

Support for Local
Communities

@ Establishing Electricity Brands Jointly with Iwate, Akita, and Yamagata Prefectures

We have reached agreements with lwate, Akita and Yamagata
prefectures to establish new electricity brands. The brands
offer electricity generated at hydroelectric power plants run by
these prefectures.

Since April 2018, we have offered electricity at better —than-
usual rates for companies or other organizations that meet
these brands’ requirements. The maximum amount of power
supplied to these companies is equivalent to the amount of
electricity purchased from the prefecture-run hydroelectric
power plants.

Electricity brands to be jointly established with Iwate,
Akita and Yamagata prefectures

Iwate: .
Brand Iwate Fukko, Akita: Yamagata:
ren (reconstruction) | Akita E-ne! | Yamagata Kibo Sozo (Hope

Power & Creation) Power

New and expanding
Flat rate of | enterprise: 6%

5% Existing small and midsize
enterprises: 4%

Discount

0,
rate *1 Flat rate of 5%

Pdaiainie New Electricity Brand = piaiainie S

Buy/sell electricity generated

at hydroelectric power plant
< |-
< >

Power to Be Suitable and Supportive

Iwate, Akita and Yamagata prefectures Tohoku Electric Power

o -
N -

Accept applications Selected Provide electricity
from companies and companies at better-than-usual
make a selection rate *2

B

Help revitalize the local economy and industries
(e.g. by reconstructing local communities and attracting more
businesses to boost the population and employment)

*1: The discount is from the charge for the amount of electricity on the menu of
general electricity rates that apply to high voltage electricity.

*2: The electricity brands offer will be transmitted via Tohoku Electric Power’s
system. Hence, it may include electricity generated at places other than the
hydroelectric power plants in lwate, Akita or Yamagata prefectures.

[® Comprehensive Partnership Agreement with Fukushima Prefecture

In July 2017, we signed a comprehensive partnership
agreement with Fukushima Prefecture. The agreement aims to
facilitate coordination and cooperation between the local
government and our company so that various local issues will
be addressed quickly and properly. This will help speed up the
process of rebuilding the region from the devastation caused
by the Great East Japan Earthquake, as well as revitalizing
local communities.

With consent and help from the local communities, our
Fukushima branch and other offices in the prefecture have
installed bright lights on the telecommunication tower, donated

Subjects included in the Comprehensive Partnership
Agreement with Fukushima Prefecture

. Recovery from devastation by the Great East Japan Earthquake
. Industrial promotion

. Promotion of tourism and the prefecture’s specialties

. Anti-disaster measures and regional safety

. Dietary education and health enhancement

. Nurturing children and juveniles

. Energy and the environment

. Other matters regarding regional revitalization

0 N0~ WN =

Fukushima Governor Uchibori,
right, and President Harada of
Tohoku Electric Power hold the
signed agreement.

street lights, planted trees for a coastal forest for damage
prevention, cooperated in local community watch services,
and engaged in other activities in the prefecture, in hopes of
helping Fukushima fully recover from the devastation and begin
to grow again. We plan to make our conventional efforts more
workable in accordance with the agreement. We will also
continue to serve as a medium of information about prefectural
administration by placing copies of Fukushima’s public
relations magazine at the reception areas in our business
offices, and pointing our facilities’ visitors toward Fukushima’s
tourist spots.

Donated street light installed in Namie Town

Tree planting for a coastal forest for damage Brightly lit-up telecommunication tower on
prevention in Soma City the premises of the Fukushima office
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man Resources

The idea that our employees (talent) are the driving force for our growth is fundamental to our business. We promote

diversity among our employees and are committed to creating environments where they find meaning in what they do

and feel rewarded for their work.

[® Promoting Diversity Among Employees

The Tohoku Electric Power Group’s Guidelines for Action
emphasizes “respect for individuality,” “no discrimination based
on gender and any other grounds,” and “organizational
commitment to creating and enhancing open and vibrant
corporate culture.” We organize group training sessions and
social events designed to raise our employees’ awareness so
that they will follow these principles at all times.

[® Promoting female equality

In March 2016, we developed the Action Plan as a General
Business Operator, which specifies the goal of doubling the
number of female managers by March 2020 compared to the
beginning of FY2015. The Plan symbolizes our determination
to improve female equality in the workplace.

Our power distribution department (engineering department)
organizes regular brainstorming sessions for networking and
information sharing among female employees. These sessions
provide advice on how to deal with issues they face daily at
work or how to take advantage of internal systems when life
events occur as part of our efforts to create a workplace
environment that works well for women.

We also run a project intended to improve work processes
from women'’s perspective. We have been working to develop
tools (e.g. lightweight ladders) and construction methods that
are easier for women to physically handle.

The government of Miyagi, where we are based,
acknowledged that our efforts toward female equality and our
various systems designed to help female employees balance
work and family meet the standards set by the prefecture. On
May 1, 2017, the prefectural government recognized us as a
“company that leverages women’s power.”

[® Employing people with disabilities

The percentage of employees with disabilities at our company
is higher than the statutory rate. We also allocate more
vocational life consultants for persons with disabilities than
required by law, adopt barrier-free design for our offices, and
take other courses of action to improve our working
environments.

On July 2, 2018, we established a new company, Tohoku
Electric Power Friendly Partners in order to further promote the
employment of persons with disabilities.

We aim to offer more opportunities for our diverse talent
through this new company. We will also develop and maintain
working environments that allow employees with disabilities to
focus on their work with a sense of reassurance, find meaning
in their tasks and feel rewarded for their effort. This way, we
will actively support persons with disabilities to become
independent and socially engaged.
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Gist of the Action Plan as a General Business Operator

1. Target period: April 1, 2016 — March 31, 2020

2. Actions and Schedules

(1) Efforts geared toward female employees
- From April 2016
Plan and hold training designed to raise awareness of women'’s career
development
Actively send young and mid-career female employees to external training
Provide information to support career development via the internal website
or other appropriate media
Assist networking among female employees
- From April 2018
Plan and hold training for female employees raising children

(2) Efforts geared toward managers
- From April 2016
Create a brochure about the importance of female talent development and
distribute copies to all managers
Raise awareness of the importance of female talent development through
management training
- From April 2017
Plan and hold training sessions for female employees’ immediate
supervisors
Plan and hold management training designed to help manage diverse
talent

(3) Efforts to create workplace environments that encourage employees to
use the Work-Life Balance Assistance System
- From April 2016
Issue a revised brochure about our childcare support system; publicize
the system internally
- From April 2018
Organize lectures etc. to raise male employees’ awareness of the
importance of their participation in childcare and housework

3. Numerical target
Double the number of female managers* by the end of March 2020
compared to the beginning of FY2015

Our female employee at
work on a power
distribution pole

Number of Employees with Disabilities and

Employment Rate for Persons with abilities

—@— Employment rate for persons with disabilities
[ Number of employees with disabilities (%)

50 -

0
2009 2010 2011 2012 2013 2014 2015 2016 2017 FY

@ Work-Life Balance

To help our employees achieve and maintain a healthy work-
life balance, we have systems in place such as childcare leave
(available until the child turns three years old), nursing care
leave (up to two years), and working hours for childcare/
nursing care support that allow the employee to work up to
three fewer hours a day.

We are also keen to help our employees achieve self-fulfillment

Human
Resources

Next Generation, and were recognized as a company that
supports the development of the next generation by the Miyagi
Labor Department in 2008 and 2015.

We plan to adopt telecommuting and make flextime available
for more employees in 2018 and introduce working hours for
employees under medical treatment in 2019. We will continue
to work on our internal systems to offer our employees options

in different fields. For example, they are entitled to leave to
volunteer for social welfare, social service or community service
activities.

We are committed to creating workplace environments that
encourage our employees to balance work and family. We
achieved the goals specified in the Action Plan as a General
Business Operator, which we had developed in accordance
with the Act for Measures to Support the Development of the

@ Talent Development

Tohoku Electric Company’s Management Vision for
2020 specifies that we will work toward “the
development of talent capable of supporting the

Training (Off-JT)

for various ways of working.

Kurumin

Registered logo

(Certification under the Act
on Advancement of Measures
to Support Raising Next-
Generation Children)

Our Capacity-Building Structure

company’s future growth.” More precisely, we will
develop talent capable of thinking flexibly and taking a
viewpoint of overall optimization to tackle innovative

Off-the-Job On-the-Job Self-development
Training (OJT) assistance measures
oJT
Group Set a “growth target”
training and provide

organizational training

change, along with highly responsible talent equipped tErgtiﬁirrqgal
with solid skills and knowledge that support a stable

electricity supply.

To develop such talent systematically, we determine

Departmental ff Common
training training

Assist
self-development

actions to focus on each year, with the following serving External

as three coherently interconnected pillars: (1) On-the- ?r%mifr%%ate

job training (2) Off-the-job training (3) Self-development. (Training in Japan |
Or overseas

Aid for earning official certificates

Required training/
Training for select ;

employees/ dg‘fgnrﬁéﬁféoﬁ transfer Aid for mutual education groups
Open call training and allocation)

Aid for taking correspondence courses

Other self-development aid

We will continue providing a wide range of capacity-
building programs designed to develop our employees’
diverse skills and meet their different needs.

[® Occupational Safety and Health

We have adopted the Occupational Safety and Health
Management System recognized as the international standard
of safety and health management to decrease work accidents.
We are committed to autonomous and continuous
improvements on safety management, with our business
offices independently managing their own safety. We
proactively remove or reduce any hazards to prevent work
accidents.

Furthermore, we use management system support (for system
audits) to check the status of our business offices’ safety
management, thereby taking the company’s overall safety
management to higher levels. If a work accident occurs, we
look into factors behind the accident to identify the cause and
develop workable preventive measures to share across the
company so that similar accidents will never occur again.

0.0

Rates of lost-worktime injuries*

—&— National average for all industries
—ll— Tohoku Electric Power

dr— R N b
e 1.66 161 1.63 1.66
017 017 0.21 017 0.25
2013 2014 2015 2016 2017 FY

* Number of accidents accompanied by lost worktime per 1 million working hours
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The full liberalization of the retail electricity market has intensified competition, and the legal unbundling of the power
transmission/distribution is scheduled for April 2020. Given these factors, we have revisited our business structure and
governance framework, and will take any courses of action needed to quickly and flexibly adapt to the dramatically

changing business environment.

[@ Introducing Our In-house Company System

We introduced the in-house company system and revamped
our organization in line with the new system in April 2018. The
objective of the in-house company system and the
restructuring that resulted from it is to develop a business
structure that accommodates the dramatic changes in the
business environment. The causes of these changes are the
deregulation of the retail electricity market that has intensified
competition and the legal separation of the power
transmission/distribution required by April 2020.

Under the new system, the divisions for power generation,
transmission and distribution, and retailing have been
reorganized into Power Generation and Sales Company and
Power Network Company.

These Companies independently run their operating structures
to accurately fulfill their own missions. They also take a
proactive approach to their operations to prepare for the
upcoming legal separation (company split-up) of the power
transmission/distribution, aiming to facilitate smooth
organizational transition at the time of the split.

We are considering making Power Generation and Sales
Company an operating holding company to keep it as an
in-house company when the legal separation takes place. In
that case, coupled with Power Network Company, our
business will consist of two companies.

[@® Revisiting Our Governance Framework for Enhanced Corporate Governance

In addition to the organizational change that involved the
introduction of the in-house company system, we are also
planning changes in our management approach so that we
can make decisions and execute operations more quickly,
speeding up the whole process of business operation.
Moreover, in an effort to further enhance the management
function to supervise the status of business execution, we set
up new posts called “Executive Officers with titles” (Executive
Officer & President, Executive Officer & Vice Presidents, and
Managing Executive Officers) in April 2018. We also
transitioned to a company with an audit and supervisory
committee upon approval from our shareholders at the 94th

Reason of

tion to a company wit
supervisory committee

To develop a governance structure to
adapt flexibly to changes in the
competitive environment

To speed up the process
of business operation
through prompt and flexible
decision-making and
business execution

To speed up the process
of businesu operation
through prompt and flexible
decision-making and
business execution

Annual Report 2018

Annual Meeting of Shareholders held on June 27, 2018.

While we will continue to focus on critical decisions made by
the Board of Directors, the Board will delegate part of business
execution to individual directors. This means that Executive
Officers with titles will be responsible for specific business
execution. This structure will more clearly define the
“supervisory” and “executive” roles, thereby enabling prompt
and flexible decision-making.

We will also increase the ratio of outside directors on the
Board of Directors to more than one-third as part of our efforts
to further reinforce our supervisory function.

Our Governance Framework (conceptual image)
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(@ Board of Directors

The Board of Directors consists of 17 Directors including six
Outside Directors independent enough to exclude conflicts of
interest with general shareholders. It meets once a month in
principle to draw up important management-related plans and
make decisions on key issues regarding our business
execution. At the Board of Directors’ meetings, Directors also
report on the status of business execution and mutually
supervise the performance of their duties.

Furthermore, the Board of Directors has established a
framework in which part of the decision-making authority
concerning important business execution, based on its
resolution, is delegated from the Board to individual Directors,
while the Executive Officer & President, Executive Officer &
Vice Presidents, and Managing Executive Officers (collectively

[® Audits & Supervisory Committee

Three of the four members of the Audit & Supervisory
Committee are outside members, thereby ensuring the
objectivity and neutrality of its management supervisory
function.

Members of the Audit & Supervisory Committee attend
meetings of the Board of Directors and the Management
Committee and other important meetings, examine important
documents, and look into the status of operations and assets
of our business offices in order to enhance audits including
those on the performance of Directors’ duties and the status of
development and operation of internal control systems.
Members of the Audit & Supervisory Committee endeavor to
further improve the effectiveness of audits through, apart from

@ Internal Audits

At Tohoku Electric Power, the Office of Internal Audits and the
Office of Network Internal Audit conduct internal audits of the
overall operations related to the effectiveness and validity of
organizational systems and administration structures, the
economy and efficiency of business operations, the
effectiveness and efficiency of activities for facility security,
among others. The Office of Nuclear Power Internal Audit
performs internal audits for ensuring the safety and improving
the reliability of nuclear power generation. The methods of
internal audits include interviews with personnel in the target
areas (e.g., the Head Office, power plants and Customer

rporate Governance

the “Executive Officers with titles”) are generally responsible for
business execution.

Additionally, the Management Committee consisting of
Executive Officers with title meets every week in principle to
discuss policies and plans for overall business operation and
the execution of important business matters in accordance
with the basic management policy determined by the Board of
Directors.

We have also introduced the in-house company system
consisting of Power Generation and Sales Company, Power
Network Company, the Nuclear Power Division, and the
Internal Services Division to promote the development of
appropriate and efficient business processes including seeking
autonomy in business operations.

regular meetings with Representative Directors, exchanging
information periodically with the Office of Internal Audits, the
Office of Network Internal Audit and the Office of Nuclear
Power Internal Audit, which are our internal auditing
departments, and the accounting auditors, while strengthening
ties with auditors for our affiliates.

Moreover, we have established the post of officer specially
assigned to assist audits and supervision. This officer is
specifically tasked to assist the Audit & Supervisory Committee
in performing its duties. We have also set up the Office of the
Audit & Supervisory Committee (consisting of 11 members) as
an organizational unit dedicated to assisting the Audit &
Supervisory Committee in carrying out its duties.

Services Offices), examination of documents, and on-site
checks.

The results of internal audits are reported to the Representative
Director & President, the Management Committee, and the
Board of Directors. Relevant departments are prompted to
take corrective action to address problems and any other
matters that require rectification. Moreover, the plans and
results of internal audits are explained to the members of the
Audit & Supervisory Committee, with whom information is
exchanged on a regular basis, so as to enhance collaboration
with them.

[® Evaluation of the Effectiveness of the Board of Directors

We conduct an annual questionnaire survey on the
effectiveness of the Board of Directors targeted at our
Directors and auditors, and report the survey results to the
Board of Directors. Based on these results, the Board of
Directors shares such information as its understanding of the
current situation and its opinions on how to make
improvements, evaluates the overall effectiveness of the Board
of Directors, and agrees on initiatives and other relevant
actions intended to make further improvements in its
effectiveness.

[@® Appointment of Directors

The Representative Director suggests Director candidates to
the Nomination & Compensation Advisory Committee. This is
to ensure greater objectivity and transparency. The Advisory
Committee deliberates the suggestion, and the candidates are
accepted or rejected by the resolution of the Board of
Directors. If the suggested candidates are members of the
Audit & Supervisory Committee, the candidacy receives
consent from the Audit & Supervisory Committee before it is
presented for deliberation to the Board of Directors.

As for Inside Director candidates, given the characteristics of
the electric power business, which requires high levels of
expertise and involves a wide range of business domains, we
select candidates who are experts in their fields. During the
selection process, we consider their technical expertise and
practical skills acquired through on-the-ground experience,
and make sure the candidates are from various specialized
fields rather than a limited range of fields.

[®/ Remuneration of Directors

Remuneration of Directors (excluding those serving as
members of the Audit & Supervisory Committee) consists of
monthly compensation, stock compensation-type stock
options, and bonuses. To determine the remuneration, the
Nomination & Compensation Advisory Committee, which
includes more than one Independent Outside Director,
conducts deliberations in order to ensure greater objectivity
and transparency.

Monthly compensation is set at an appropriate level in
consideration of such factors as business results and the
business environment, and within the total amount approved
at the General Meeting of Shareholders.

Remuneration in the form of stock compensation-type stock
options (not applicable to Outside Directors) is set within the

total amount approved at the General Meeting of Shareholders.

Share subscription rights are granted to each Director as a
mid- to long-term financial incentive intended to further

In FY2017, based on its deliberations, the Board of Directors
reviewed how reports should be made to the Board in order to
enhance its supervisory function. It also reviewed how meeting
documents should be structured to help Directors make
prompt and correct management decisions, and made
improvements in how heads-ups and explanations are
presented and how meeting documents are prepared in order
to help Outside Directors have a clear picture of the matters to
be deliberated.

As for Outside Director candidates, we select those with
practical experience gained through corporate management as
well as remarkable insight into socioeconomic trends, both of
which help the Board of Directors make the best decisions and
appropriately supervise our business management.

Regarding Director candidates serving as members of the
Audit & Supervisory Committee, we select those capable of
properly performing their duties as members of the Committee
by drawing on their experience and insight, and of auditing and
supervising the Directors’ execution of their duties. In the case
of Outside Director candidates serving as members of the
Audit & Supervisory Committee, we select those capable of
conducting objective and impartial audits and supervision.

We determine whether Outside Director candidates are
independent enough in accordance with the Independence
Criteria for Outside Directors we have set.

motivate them to help improve mid- to long-term business
results and boost corporate value.

We link remuneration more closely to our share prices than
before, and share with shareholders not only the benefits of
rising share prices but also the risks of falling share prices.
We determine whether to provide bonuses and how much will
be paid in consideration of business results, the business
environment and other relevant factors.

The remuneration of Directors serving as members of the Audit
& Supervisory Committee consists exclusively of monthly
compensation. The payment to each Director serving as a
member of Audit & Supervisory Committee is decided through
discussion among the Directors serving as members of Audit &
Supervisory Committee, and is set within the total amount
resolved at the General Meeting of Shareholders.

Corporate
Governance
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[® Risk Management

We deal properly with risks related to business execution
according to the details of the risks. We hold departmental
meetings or use other internal meeting systems in accordance
with relevant internal rules.

We regularly pinpoint and assess risks involved in our business
activities. If we find any risks that may have a material impact
on our business management, we have countermeasures
included in the relevant department’s annual business plan,
thereby managing the risks within our management cycle. How
risks are managed is reported to the Board of Directors or
other relevant bodies as necessary.

We have risk control standards in place. Our basic stance on
crisis management is that we should predict any crises that
may have a material impact on our business management in
accordance with the standards, so that we act to prevent the
crises and that, should any crisis occur, we must minimize the
damage inflicted by it. Moreover, as part of our effort to
promote crisis management activities, we have the Committee
of Crisis Management (chaired by Vice President). The
Committee meets biannually to evaluate activities carried out
during the fiscal year, share information about risks, and
discuss the next year’s action plan. The outcome of each
meeting is reported to the Management Committee.

At ordinary times, our departments and business offices

Crisis Management Structure

rporate Governance

prepare themselves well for various crises on their own initiative
by providing educational and training programs for their
employees. These activities include imparting how to maintain
facilities to prevent any crisis from occurring and other
preventive measures. The secretariat for the Committee of
Crisis Management organizes meetings of key personnel in
crisis management, namely Crisis Control Managers, Crisis
Management Rapporteurs and Crisis Management Promotors.
It also holds lectures as well as educational and training
sessions to support the departments’ or business offices’
independent efforts. Furthermore, we pinpoint and assess
significant risks involved in our operations from different angles.
That is, we examine these risks to determine whether they are
“financial risks,” “operational risks,” or “emergencies” and
assess them accordingly.

We periodically meet the companies in our enterprise group in
an effort to raise the whole group’s awareness of our crisis
management level, thereby promoting close collaboration in
activities for crisis management.

If an emergency arises, we immediately take initial measures
needed and set up the Disaster Management Headquarters in
order to promptly and accurately take all possible courses of
action to minimize damage in cooperation with relevant
entities.

Tohoku Electric Power’s Crisis Management

Committee of Crisis Management

Chair: Executive Officer & Vice President

Vice-Chair: Executive Officer & Vice President or Managing

Executive Officer

Members: General Managers of Offices and Departments

Risk Assessment
(preliminary)

Accurately understand the current situation Develop plans

Envisage crises Hold training

Predict crises Educate employees

- Identify the emergency (Level I1);
pinpoint and assess risks;

inform all business offices - Provide training and education

Business offices” heads of crisis management and their duties

Risk Management
(preliminary)

- Develop an action plan for crisis management
- Have criteria and manuals in place

Emergencies

Disaster Management Headquarters

Head of Disaster Management:Executive
Officer & Vice President or Officer appointed
by Executive Officer & Vice President or
Officer in charge of the Office or Department
with primary responsibility

Take initial measures

Gather information

Communicate information

Disaster Management Headquarters
Prevent recurrence

- The department with primary responsibility sets up the Disaster Management Headquarters
- Implement measures against the emergency (Level )

Crisis Control Manager (General Managers of Offices/Departments; Heads of Business Offices): Overseeing all crisis management operations, e.g., predicting and preventing crises Crisis Management
Rapporteur (Deputy Managers of Offices/Departments; Deputy Heads of Business Offices): Overseeing emergency reporting; promoting educational activities for crisis management
Crisis Management Promoter (Section Chief etc.): Ordinary business execution related to crisis management
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[® Corporate Ethics and Compliance System

We believe that legal compliance and corporate ethics are
fundamental to all business activities. Hence, we have
structures for legal compliance and corporate ethics in place
to continually organize educational and monitoring activities.
We have launched efforts of this kind across the Tohoku
Electric Power Group to facilitate group-wide cooperation and
information sharing.

On May 16, 2018, we received operational improvement
advice from the Electricity and Gas Market Surveillance
Commission for the incorrect adjustment of payments for
construction®.

The incorrect adjustment was made for an extended period,
and it took us a long time to rectify the error after the incorrect
adjustment was discovered.

We consider this a grave incident that could cost us
customers’ trust. We determined to develop a new process
and structure designed to prevent a recurrence of the problem,
and reported the decision to the Electricity and Gas Market
Surveillance Commission.

We will continue to ensure that the preventive measures we
developed after this incident will be carried out, with
management involved, thereby preventing any other improper
events from occurring. Our departments will also commit
themselves to continuing their voluntary security activities
which entail compliance with rules and laws by consciously
“noticing” errors, “speaking” about them, and “correcting”
them as they implement PDCA.

*When our facilities are under construction that needs to be paid for by customers and the construction involves removal of the facilities, we need to subtract the residual value
of the removed material to calculate the payment by customers. However, the amount was adjusted without subtracting the residual value.

New Process and Structure

The Operational Review Committee for Power Network Company, chaired by the Head of Power Network Company, has been
set up under the Legal Compliance and Corporate Ethics Committee.
Power Network Company’s basic operations have been reviewed.

Structure for Follow-up: Voluntary Security Activities

Instruct Report Instruct Report

Coordination

Nuclear Power Safety Legal Compliance and
Promotion Council Corporate Ethics Committee

Safety and Security
Promotion Council

Report Check & Report Check & Check Report
Improve Report mprove  Report
Head Office i
Internal (General Managers of Dletpar;ments Internal . II-IMead OffﬁDce et Head Office (Secretariat)
i in charge of Facilities] i eneral Managers of Departments . .
audit depts. 8 audit depts. in charge of Facilities) Departmental Office of Internal Audits
Power Generation and Sales company . audit (evaluation)
Thermal Power Dept. Hydropower Dept. Office of Thermal and Nugl Corporate Planning Dept.
Civil and Architectural Engineering Dept. Nuclear Power Division

i Power y
Gt Internal Audit
Power Network company Audit
Office of WBudy Power System Engineering Dept Distribution Engingering Dept.
Internal WSEMEE]  Transmission Line and Substation Construction Center
Audits Network Civil and Architectural Engineering Dept.
Network Information Systems and Communications Dept.

Nuclear Power Di

Human Capital Dept.
(Evaluate)
Group Business Dept.

(Check &
ZEIECN  Civil and Architectural

Engineering Dept.

General Affairs Dept.

Information Systems and Communications Dept. Check Report
Head Office’s departments*

Orders and instructions Departmental audit Orders and instructions,

(for improvements) Report (evaluation) (for improvements) Report
Check Report
Power Network § Power stations; Power Plant
company Construction Office;Aizu Wakamatsu Power Station Branch Offices; Power Stations;
Branch Office Regional Office; Power Engineering Center Power Plant Construction Office, etc.
Orders and ihstructions Check Report

(for imgirovements) Report
Aizu Wakamatsu Regional Office; Customer

Services Offices; Engineering Centers*

Power Network Center,
Supervisory Control Center

*Corporate Ethics Managers and Corporate
Ethics Promoters are appointed
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- Financial Section

Financial Review (Consolidated basis)

Operating Results

Consolidated operating revenue for the year ended March
31, 2018 (fiscal 2017) increased ¥121.7 billion (US$1,145
million) or 6.2% from the previous fiscal year to ¥2,071.3
billion (US$19,497 million) and ordinary revenue increased
¥121.8 billion (US$1,146 million) or 6.2% from the previous
fiscal year to ¥2,077.7 billion (US$19,556 million), mainly
due to an increase in revenue from electricity sales because
of fuel cost adjustment charges as well as an increase in
revenue from sales of power to other utilities and other
companies.

With respect to expenses, consolidated ordinary
expenses increased ¥138.1 billion (US$1,299 million)
or 7.5% from the previous fiscal year to ¥1,989.3 billion
(US$18,724 million), owing to an increase in purchased
volume from solar and an increase in fuel costs because of
arise in fuel price, despite decreases in maintenance costs
and depreciation.

As a result, consolidated ordinary income decreased
¥16.2 billion (US$152 million) or 15.5% from the previous
fiscal year to ¥88.4 billion (US$832 million).

Furthermore, due to recognizing impairment losses
relating to abolitions of emergency power sources built after
Great East Japan Earthquake as extraordinary losses, net
income attributable to owners of parent decreased ¥22.7
billion (US$213 million) or 32.5% from the previous fiscal
year to ¥47.2 billion (US$444 million).

Fiscal 2017 results by business segment are as follows.

[Electric power business]

For fiscal 2017, heating demand increased year-on-year,
thanks to more cold days in winter than the previous fiscal
year. Nevertheless, a decrease in contract demand and a
decrease in cooling demand due to more cooler summer
days in the latter half of the summer lowered the electric

Capital Expenditures

(Consolidated basis)

Construction
¥5.4 billion

¥303.4
billion
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Electric power

Transmission,
transformation
distribution

and other facilities

power sold in total. As a result, electric power sold in
FY2017 totaled 72,003GWh, which was 97.0% compared to
the previous fiscal year.

Operating revenue increased ¥127.3 billion (US$1,198
million) or 7.4% from the previous fiscal year to ¥1,857.6
billion (US$17,484 million), mainly due to an increase
in revenue from electricity sales because of fuel cost
adjustment charges as well as an increase in revenue from
sales of power to other utilities and other companies.

With respect to expenses, operating expenses increased
¥144.5 billion (US$1,360 million) or 8.9% from the previous
fiscal year to ¥1,773.5 billion (US$16,693 million), owing

to an increase in purchased volume from solar and an
increase in fuel costs because of a rise in fuel price, despite
decreases in maintenance costs and depreciation.

As a result, operating income decreased ¥17.1 billion
(US$160 million) or 17.0% from the previous fiscal year to
¥84.0 billion (US$790 million).

[Construction business]

Operating revenue decreased ¥8.4 billion (US$79 million)
or 2.8% from the previous fiscal year to ¥288.4 billion
(US$2,714 million), mainly due to a decrease in general
construction orders.

Operating expenses decreased ¥6.9 billion (US$64
million) or 2.5% from the previous fiscal year to ¥273.2
billion (US$2,571 million), due to a decrease in the costs
of construction as a result of the decrease in construction
orders.

As a result, operating income totaled ¥15.1 billion
(US$145 million), a decrease of ¥1.5 billion (US$14 million) or
9.0% from the previous fiscal year.

[Other businesses]

Operating revenue increased ¥3.4 billion (US$32 million)
or 1.6% from the previous fiscal year to ¥218.5 billion
(US$2,056 million), mainly due to increased sales in gas

Capital Expenditures in Electric Power Segment
(Consolidated basis)

rNuclear fuel ¥20.3 billion

Power
generating units

¥279.2
billion

Financial Review
(Consolidated basis)

business.

Operating expenses increased ¥7.1 billion (US$66
million) or 3.5% from the previous fiscal year to ¥207.7 billion
(US$1,955 million), due to an increase in gas business.

As a result, operating income totaled ¥10.7 billion
(US$100 million), a decrease of ¥3.7 billion (US$34million) or
25.7% from the previous fiscal year.

Capital Expenditures

The Group's capital expenditure in fiscal 2017 (not subject
to adjustment) was ¥303.4 billion (US$2,855 million). By
segment, the electric power business accounted for ¥279.2
billion (US$2,628 million), the construction business for ¥5.4
billion (US$50 million) and other businesses for ¥18.7 billion
(US$176 million).

In the electric power business, we invested in plant and
equipment necessary to respond efficiently to long-term
demand. Of the capital outlay in the electric power business,
¥110.1 billion (US$1,036 million) or 39.4% was spent on
new construction of power generating units, and ¥148.8
billion (US$1,400 million) or 53.3% was spent on new
construction of transmission, transformation, distribution and
other facilities. Another ¥20.3 billion (US$191 million) or 7.3%
was invested in nuclear fuel.

Assets, Liabilities and Net Assets

Total assets at the end of fiscal 2017 were valued at
¥4,222 1 billion (US$39,741 million), an increase of ¥76.2
billion (US$717 million) or 1.8% from the end of fiscal 2016,
mainly due to increases in construction work in progress and
notes and accounts receivable - trade.

Total liabilities at the end of fiscal 2017 were ¥3,423.4
billion (US$32,223 million), an increase of ¥33.1 billion
(US$311 million) or 1.0% from the end of fiscal 2016.
Increases in other advances and notes and accounts
payable — trade exceeded decreases in interest-bearing

liabilities such as loans and others.

Net assets at the end of fiscal 2017 came to ¥798.7
billion (US$7,517 million), an increase of ¥43.0 billion
(US$404 million) or 5.7% from the end of fiscal 2016, mainly
due to an increase in retained earnings as a result of the
recording of net income attributable to owners of parent.

As a result, the equity ratio rose to 17.3% from 16.8% in
the previous year.

Cash Flows

Cash and cash equivalents at the end of fiscal 2017 were
¥242 1 billion (US$2,279 million), an increase of ¥13.9 billion
(US$130 million) or 6.1% from the end of fiscal 2016.

Cash flows by activity and factors contributing to year-on-
year changes are as follows.

[Cash flows from operating activities]

Cash inflow from operating activities increased ¥45.8 billion
(US$431 million) or 16.5% from the previous fiscal year to
¥324.0 billion (US$3,049 million). A decrease in income
before income tax was offset by an increase in notes and
accounts payable — trade caused by increases in fuel
costs and power purchased from other utilities and other
companies.

[Cash flows from investing activities]

Cash outflow from investing activities increased ¥17.5
billion (US$164 million) or 6.9% from the previous fiscal year
to ¥273.9 million (US$2,578 million) mainly because of a
decrease in inflow from contributions in aid of construction.

[Cash flows from financing activities]

Cash outflow from financing activities decreased ¥19.6
billion (US$184 million) or 35.1% from the previous fiscal
year to ¥36.2 billion (US$340 million), mainly due to a decline
in outflow from decrease in commercial papers.

Cash Flows (Consolidated basis)

(¥ billions)

242 1 . (A) FY 2017 term-end
balance

. (iii)Cash flows from
financing activities
. (ilCash flows from
investing activities

(i)Cash flows from
operating activities

(i) 324.0 (B)FY 2016 term-end
‘ ‘ " balance
(B) 228.2
-300 -200 -100 0 100 200 300 400
(A=Bi+ii-ii
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Business and Other Risks

The following are major risks that could affect the corporate
group’s performance and financial position. We will focus our
efforts on minimizing these risks, and if any should occur, we
will take prompt action. The risks shown below were those
identified by our company on June 27, 2018, and they may
be affected by changes in energy policy and/or electricity
system reform in the future.

1. Changes in Nuclear Energy Policy

We think it is necessary to utilize nuclear power generation
to some extent, under the basic premise of securing
safety, and we have been implementing safety measures in
response to new regulatory requirements, in addition to our
voluntary and continuing efforts to further enhance safety.
Meanwhile, the circumstances surrounding nuclear
power generation have become increasingly severe. If
changes in nuclear energy policies and/or regulations affect
stable operations of nuclear power stations including long-
term suspension of operation, thermal power fuel and other
costs may increase, which may have an impact on the
results and financial position of our corporate group.

2. Electricity Business Reforms

Electricity system reform including a full liberalization of
retail sales and legal separation of transmission/distribution,
change in policies based on the Basic Energy Plan, and the
subsequent intensified competition with other businesses
may affect our performance and financial condition.

3. Fluctuation in Nuclear Power
Back-End Cost

The back-end business of nuclear power takes an extremely
long time period and has many uncertainties. Despite the
risk reduction efforts by the government, costs may vary
depending on national energy policy, regulatory reform,
changes in estimates of future expenses, the operating
status of reprocessing plants, and other factors, which may
have an impact on the results and financial condition of our
corporate group.

4. Changes in Electric Power Sales
Affected by Economic and Climatic
Conditions and the Great East
Japan Earthquake

In the electric power business, the volume of electricity sales
fluctuates due to economic conditions and temperature, as
well as the progress of energy conservation. Consequently,
the performance of our corporate group could potentially be
affected.

The Great East Japan Earthquake on March 11, 2011,
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seriously affected the Tohoku region. Even though seven
years have passed since the earthquake, reconstruction
in the region is still underway. The recovery of electricity
demand to the level before the earthquake will take some
time.

In addition, fluctuation in yearly precipitation affects
hydropower output, which may affect our fuel costs.
However, we have set aside a reserve for fluctuation in
water levels, which allows the Company to make certain
adjustments against such impact within balance of reserve,
thus limiting the effect on performance.

5. Fluctuations in Fuel Prices

Fuel costs for thermal power generation are affected by
fluctuations in CIF prices of coal, LNG, and heavy/crude oil,
as well as exchange rates. To diversify the risk caused by
fuel price fluctuations, we are making efforts to maintain a
well-balanced combination of power sources.

The Fuel Cost Adjustment System, which is designed
to reflect fluctuations in fuel prices and exchange rates on
electricity rates, applies to electric utilities. However, if fuel
and other prices change significantly, our corporate group
companies’ business performance and financial condition
could be affected.

6. Natural Disasters and Operational
Problems

Our corporate group companies conduct regular inspections
and repair of facilities in order to improve their reliability and
provide a stable supply of high-quality electricity. Despite
such efforts, large-scale power outages may occur, facilities
may be damaged, and power sources could be cut off

over a long period of time due to natural disasters, such

as earthquakes, tsunami, typhoons, accidents or illegal
activities, including terrorism. In such cases, our group
companies’ business performance and financial condition
could be adversely affected.

7. Interest Rate Fluctuations

Our group companies’ results and financial status may

be affected by future trends in market interest rates and
changes in ratings. However, because the balance of
interest-bearing liabilities mainly consists of corporate bonds
and long-term loans with fixed interest, we believe that the
influence of fluctuations in market interest rates is limited.

Business and Other Risks

8. Information Leakage

Our corporate group companies possess a large amount

of important information, such as information on individuals
and facilities. Our efforts to secure proper handling of
important information include the establishment of Standards
of Personal Information Protection, education for our
employees, and asking our outsourcing contractors for
thorough management, to enhance information security. If
any problems occur as a result of a leakage of important
information, our corporate group companies’ results and
financial condition could be affected adversely.

9. Businesses other than Electricity
Services

In the energy service area, our corporate group companies,
while placing emphasis on providing electricity services, have
also been supporting Tohoku ESCO projects, which provide
integrated services to save energy, and partnering with gas
supply businesses. In information and communications and
other business areas, we are promoting profitability-focused,
highly self-sustaining business operations through careful
selection and greater concentration. The performance of
these businesses is sometimes affected by changes in the
business environment, such as increased competition with
other companies and the progress of gas system reforms.
For this reason, business performance in areas other

than electricity services may affect our corporate group
companies’ entire results and financial condition.

10. Compliance

We believe that compliance with business ethics and
applicable laws and regulations must be a precondition
of all business activities. Therefore, our corporate group
companies have established systems to ensure strict
observation of corporate ethics, laws and regulations, and
are making efforts to spread the use of these systems.
Despite these efforts, if any violation of business ethics
is committed, the reputation of our corporate group may
be damaged, adversely affecting our results and financial
condition.
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Five-Yeal‘ Summary (Consolidated basis)

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
Years ended March 31

Five-Year Summary
(Consolidated basis)

Millions of yen
| 2018 | 2017 2016 2015 2014
Operating results
Operating revenuUe < «wreeeerreeeerreeee ¥2,071,380 ¥1,949,584 ¥2,095,587 ¥2,182,075 ¥2,038,882
Operating EXPEnNSEs  «rrwrrrrrrrrrtrreeeee 1,963,714 1,819,161 1,905,828 2,012,335 1,953,239
Operating iNComMe  «+rrrrerrrrrrrrrsseseseeseseeeeeees 107,665 130,422 189,759 169,739 85,642
INtErest EXPENSES «««« rrrrrrrrsrrrrrr s 21,684 24,420 32,419 53,908 46,314
Other expenses (iNCome), Nt «xeeereeeeereeeeeees 12,468 1,298 4,723 (20,512) (24,720)
Income before special item and income taxes -+ 73,512 104,704 152,616 136,343 64,049
Special |tem ................................................... 1’100 J— — — —
Income before income taxes =+« werrrereeeeeeenes 72,412 104,704 152,616 136,343 64,049
INCOME taX@g: «+wwrrrrrrrrrrssss e 20,260 28,364 48,150 51,915 28,265
Net income attributable to
NON-CONtrolling INterests «««xreserrererererereeeeeneens 4,935 6,408 7,140 7,935 1,479
Net income attributable to owners of parent -+« ¥ 47,216 ¥ 69,931 ¥ 97,325 ¥ 76,493 ¥ 34,303
Sources and application of funds
Sources:
Internal funds —««orereresrr e ¥314,995 ¥337,189 ¥409,871 ¥466,026 ¥206,836
External funds:
Bonds ...................................................... 129’546 139’506 180’565 1 19’610 109’603
BOrrowings — oeresrrerrsr e 225,436 354,465 347,502 363,643 550,396
354,982 493,971 528,067 483,253 659,999
Total ................................................... 669,977 831 ,1 60 937,938 949,280 866,835
Applications:
Capital expenditureg «=««-«« e 303,477 300,921 319,834 263,582 255,827
Debt redemption ««seesreereererr 366,500 530,239 618,104 685,698 611,008
Total ................................................... 669,977 831 ’1 60 937’938 949’280 866’835
Assets and capital
Total @SSets «wrrrrrrrrrrr s ¥4,222,163 ¥4,145,928 ¥4,152,436 ¥4,131,217 ¥4,243,037
Property, plant and equipment, net ««-«oeeeeeeeenees 3,002,433 2,983,003 2,949,631 2,931,897 2,926,383
Capltal StOCk ................................................... 251 ’441 251’441 251’441 251’441 251’441
Total Net @ssetg: <« xrrrrrrrrrrrere 798,705 755,624 684,393 651,216 574,595
Net Income (Loss) &
Operating Revenue Net Income (Loss) Per Share Equity Ratio
¥2,071.3 billion ¥ 47.2 billion 17.3%
2,182.0
2,095.5 2,071.3
28t 1.949.5 100— 200 26—
50— 100
L] 20—
"4 15 17 18 °
50— B Net income -100 5 ./.,./.__.
(Loss)
w0
150— %gohﬁss)c:?(\e?-hare -300 0=
57 | | I I
14 15 16 17 18 14 15 16 17 18
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Millions of yen
[ 2018 | 2017 2016 2015 2014
Cash Flows
Operating activities:
Net cash provided by (used in)
operating activitieg ««rerrrrrere ¥324,019 ¥278,147 ¥371,873 ¥374,212 ¥236,413
Investing activities:
Net cash used in investing activitieg:«-«=-=xeeeeeee (273,915) (256,341) (250,521) (247,732) (247,545)
Financing activities:
Net cash provided by (used in)
financing activities «-errrrrrrme (36,280) (55,925) (104,131) (211,278) 45,439
Effect of exchange rate changes on cash and
cash equivalents .......................................... 84 (94) (66) (58) 130
Increase in cash and cash equivalents
from newly consolidated subsidiary =«=«---xeeeeeees — — — 39 —
Increase in cash and cash equivalents resulting
FrOM MErgEr «««veererrerssesrerieeei — — 752 — —
Cash and cash equivalents at end of the period 242,171 228,262 262,476 244,570 329,389
[ 2018 | 2017 2016 2015 2014
Electric power sales (GWh)
Lighting (Residential) 23,889 24,004 23,706 24,266 24,815
Power «rrerereen e 48,114 50,255 51,351 52,357 52,637
Tota| ................................................... 72’003 74,258 75,057 76,623 77,452
[ 2018 | 2017 2016 2015 2014
Plant data
Generating capacity (MW)
(Number of plants):
Hydroelectrlc ................................................ 2’555 2,551 2,538 2,549 2,549
(227) (227) (226) (229) (227)
Thermal* ................................................... 13’053 12,965 12,725 12,563 11,415
(13) (13) (13) (13) (9)
Nuc|ear ...................................................... 3’274 3,274 3,274 3,274 3‘274
(2 2 ) 2 2
Internal Combustlon power* ........................... - J— J— J— 1’1 16
- - - - ®)
ReneWable ................................................... 241 276 276 27'1 269
(18) (18) (18) (14) (12)
Total ................................................... 19’124 19,066 18,812 18,658 18,623
(260) (260) (259) (258) (258)
Substation capacity (MVA)««txesreerereerereeeeeeeene. 76,811 75,708 75,211 74,305 73,966
Transmission lines (Km) ««eeeeeereereereremereeeee. 15,281 15,190 15,212 15,181 15,104
Distribution lINes (Km) «+«xeeeeeresreereereeeen 147,583 147,078 146,550 145,943 145,369
* Intenal combustion power is included in Thermal in the year ended March 31, 2015 and after.
Other data
Number of employees 25,058 24,771 24,285 24,536 24,667
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Consolidated Balance Sheets

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries

March 31, 2018 and 2017
Thousands of

U.S. dollars U.S. dollars
Millions of yen (Note 2) Millions of yen (Note 2)
[ 2018 2017 [ 2018 [ 2018 | 2017 [ 2018 |
Assets Liabilities and net assets
Property, plant and equipment (NOte 6) «-+r-wrrerrrrrrreereeeeeeeeeeee ¥ 9,647,360 ¥ 9,518,706 $ 90,807,228 Long-term debt (Notes 7 and 14) --roeeorrerrrrrrereeeeee ¥2,105,601 ¥2,236,710 $19,819,286
Less accumulated depreciation  ««-wrserrrrrsre e (6,644,926) (6,535,702) (62,546,366)
Property, plant and equipment, Net «-««xwrrrrrrerrrerree e 3,002,433 2,983,003 28,260,852 Reserve for restoration costs of natural disaster -------------oooeeeeeeeeens 4,987 5,034 46,940
Nuclear fuel: Net defined benefit liability (Note 15)  «r-rermrrrrrmrrmreeeene 178,178 185,287 1,677,127
Loaded NUCIEAN UG-« -« -rrrrrrrrererree 34,729 34}729 326,891
Nuclear fuel in ProCeSSING ««+wxxrerrrrrrrrrrrr et 125,248 114,471 1,178,915 Asset retirement obligations (NoOte 16) -« -wrrrrerrerrrrrrrrees 121,001 119,410 1,138,940
Total nUCIEar ful ««-wrwrrrrrrrrrr e 159,977 149,201 1,505,807
Deferred tax liabilities for land revaluation (Note 13) ------reeoeeeereeeees 1,412 1,426 13,290
Long-term investments (Notes 7 and 8) «-rvrrreerrrrrrrremreeeeeeneens 110,554 113,134 1,040,606
Current liabilities:
Net defined benefit asset (NOte 15) rerrrrrrrrrermrr e 4,224 2,723 39,759 Current portion of non-current liabilities (Notes 7 and 14)  «-eeeeeeeeeeeeee 374,094 262,665 3,521,216
Notes and accounts payable — trade (Note 7)  «reerrrrrereerrererereeeeeeees 143,999 131,688 1,355,412
Deferred tax assets (NOte 18) «-rrrrrrrrrrrrrereeee 118,208 123,889 1,112,650 ACCrUEd INCOME tAXES - +wrrerrrrrrrr ettt 9,896 6,188 93,147
Other advances 263,798 239,789 2,483,038
Other @ssets --worvrrrrrrrrrr 107,147 103,459 1,008,537 Reserve for restoration costs of natural disaster —-«-«reoveerrreeeeeeeeeees 135 376 1,270
Other CUrrent I|ab|||t|eS ............................................................... 219’251 201 1724 2,063,733
Current assets: Total current liabilities ==«wwrrrrrrrrrrsrreeere e 1,011,175 842,433 9,517,836
Cash and deposits (Notes 7 and 10)  «oeeeerrrererreeeereeees 187,905 224,112 1,768,684
Notes and accounts receivable — trade (Notes 7 and 12) «++--oooeeeeeeees 211,902 196,809 1,994,559 Reserve for fluctuation in water levels:------oorrrrrrrrr 1,100 - 10,353
Short-term investments (Note 10) ««««wwrrrrrrrrrsesssrsssseesee 57,940 7,590 545,368
Inventories (NOte 1) wrrrrrrrrrrrrrrrerre s 70,196 62,911 660,730 Contingent liabilities (Note 23)
Deferred taX aSSetS (Note 18) ...................................................... 54’91 7 59, -1 05 51 6,914
Other Curl’ent aSSetS .................................................................. 136’752 1 191985 1’287,198 Net assets (Note 24).
Total Current aSSGtS ............................................................... 719’615 6701515 6’773’484 Shareholders’ equny (NO'[e 19)
Capital stock, without par value:
Authorized — 1,000,000,000 shares
Issued — 502,882,585 shares «rererrrereseseen 251,441 251,441 2,366,726
Capital SUFD|US ........................................................................ 22,433 26,558 211,153
Retained earnings .................................................................. 472,718 445,547 4,449,529
Treasury shares; 3,804,644 shares in 2018 and
3,914,835 shares in 2017 wreverrrrrrrrrsrr e (7,101) (7,320) (66,839)
Total shareholders’ equity ............................................................ 739,490 716,226 6,960,560
Accumulated other comprehensive income:
Valuation difference on available-for-sale securities (Note 8) «+-+----+- 6,861 6,462 64,580
Deferred losses on hedges (Note Q) - ««reerrrrrerrerrrrrmrrnsmeneeneeens (1,272) (1,883) (11,972)
Revaluation reserve for land (Note 13)  wrerrrrerrrrmrersreeeeeeeennes (840) (940) (7,906)
Foreign currency translation adjustments ««««seeererreerrrereeeeen 684 186 6,438
Remeasurements of defined benefit plans (Note 15)  «-reereereereeeeeees (14,562) (25,371) (137,067)
Total accumulated other comprehensive income ««««-xxerereerereeeeeees (9,129) (21,546) (85,928)
Subscription rights to shares (Note 17)  «-rrorerrrrrrrrrerreeeeeeeeeee 957 879 9,007
Non-controlling interests 67,387 60,064 634,290
Total net aSSG’[S .................................................................. 798’705 7551624 7,517,931
Total liabilities and Net assets  «orwrrrrrrrrrmrrrrrer e ¥4,222,163 ¥4,145,928 $39,741,745
Total aSSGtS ..................................................................... ¥ 4’222,163 ¥ 4’145’928 $ 39’741 ’745
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Consolidated Statements of Income

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries

51

Years ended March 31, 2018 and 2017

Operating revenue:

Electric utility operating revenue
Other business operating revenue

Operating expenses (Note 21):

Electric utility operating expenses (Note 20)
Other business operating expenses

oPerating TIICOIMIE - v v v re st e et et

Other expenses (income):
Interest and dividend income

Interest EXPIEMGES + vt rrt et ettt

Impairment loss on non-current assets (Note 22)

Share of profit of entities accounted for using equity method
Other, NYET vrree e e e

Income before special item and income taxes

Special item:

Provision of reserve for fluctuation in water levels

Income before income taxes .........................................................

Income taxes (Note 18):

Current ....................................................................................
DB I @ v v v e et e ettt e

Net income .................................................................................
Net income attributable to non-controlling interests
Net income attributable to owners of parent (Note 24)

Thousands of

U.S. dollars
Millions of yen (Note 2)
[ 2018 2017 [ 2018

¥1,854,398 ¥1,727,228 $17,454,800
216,981 222,356 2,042,366
2,071,380 1,949,584 19,497,176
1,763,752 1,618,706 16,601,581
199,962 200,455 1,882,172
1,963,714 1,819,161 18,483,753
107,665 130,422 1,013,413
(1,014) (1,571) (9,544)
21,684 24,420 204,103
14,920 — 140,436
(715) (89) (6,730)
(722) 2,959 (6,795)
34,152 25,718 321,460
73,512 104,704 691,942
1,100 — 10,353
72,412 104,704 681,588
15,174 14,719 142,827
5,085 13,645 47,863
20,260 28,364 190,700
52,151 76,339 490,879
4,935 6,408 46,451
47,216 ¥ 69,931 $ 444,427

See notes to consolidated financial statements.

Consolidated Statements of Comprehensive Income

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries

Years ended March 31, 2018 and 2017

Net income ................................

Other comprehensive income (Note 25):
Valuation difference on available-for-sale securities =« ««x«-roeemreeereeeeenes

Deferred gains on hedges «+--++-+*

Foreign currency translation adjustments ««-«oxoseseereserrrereeeees
Remeasurements of defined benefit plansg ««-«-xoxoerrerrreeeeenes
Share of other comprehensive income of entities

accounted for using equity method

Total Other Comprehen5|ve |ncome .......................................

Comprehensive income -----cocoeee

Total comprehensive income attributable to:

Owners Of parent ....................
Non-controlling interests -«-«++++++

Thousands of

U.S. dollars
Millions of yen (Note 2)
[ 2018 | 2017 [ 2018 |

¥52,151 ¥76,339 $490,879
440 2,537 4,141

611 871 5,751
496 (377) 4,668
11,352 8,018 106,852
(0) 2 (6)
12,900 11,051 121,423
65,052 ¥87,391 612,311
¥59,577 ¥80,292 $560,777
5,474 7,098 51,524

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

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries

Years ended March 31, 2018 and 2017

Year ended March 31, 2018

Shareholders’ equity

Accumulated other comprehensive income

Total

Valuation Remeasure- ~ Total
difference Foreign ~ ments of accumulated
onavailable- Deferred  Revaluation currency  defined other  Subscription ~ Non-

Capital Capital  Retained ~ Treasury shareholders”  for-sale  losseson reservefor translation  benefit  comprehen- rightsto  controling  Total
stock surplus  eanings  shares equity securiies  hedges land  adjustments  plans  siveincome shares interests  netassets
Millions of yen
Balance at April 1, 2017 - ¥51441  ¥26058  ¥MB54T  ¥(7320) ¥716,226 ¥6,462  ¥(1883) ¥(940) ¥186  ¥(25,371)  ¥(21546) ¥879  ¥60,064  ¥755,624

Changes in parent's ownership
interests arising from transactions
with non-controling interests-++--

Dividends of surplus ==+

Net income attributable to
owners of parent «+ew e

Purchases of treasury shares

Disposal of treasury shares -+

Reversal of revaluation reserve for land -+

Net changes in items other
than shareholders’ equity -

(4,125) (4,125)
(19.961) (19961)

47216 47216

(37) (37)

(9 2% 157

5 15

3%9 611 9 497 10808 12416 i 7322 19817

Balance at March 31,2018 - ¥251,441

¥22433  ¥AT2718  ¥(1,101) ¥739,490

V6861 Y1272 W)  ¥eed Y1456 Y (9129 YO  Yerer  ¥ie8 105

Year ended March 31, 2017

Shareholders’ equity

Accumulated other comprehensive income

Total

Valuation Remeasure- ~ Total
difference Foreign ~ ments of accumulated
onavailable- Deferred  Revaluation currency  defined other  Subscription ~ Non-

Capital Capital ~ Retained ~ Treasury shareholders’  forsale  losseson reservefor translation  benefit  comprehen- rightsto  controling  Total
stock surplus  eanings  shares equity securiies  hedges land  adjustments  plans  siveincome  shares interests  net assets
Millions of yen
Balance at April 1,2016 - ¥O51441  ¥26536  ¥390843  ¥(7,087) ¥661733 Y3079 ¥2754)  ¥(1128) ¥561  ¥(32,753)  ¥(32,096) ¥736  ¥54,019  ¥684,393

Changes in parent's ownership
interests arising from fransactions
with non-controlling interests ++--+-

Dividends of surplus -+

Net income attributable to
owners of parent -+

Purchases of treasury shares

Disposal of treasury shares -+

Reversal of revaluation reserve for land -

Net changes in items other
than shareholders’ equity -

2 2
(14,975) (14,975)
69931 69931

B
@ 16 101
(189) (188)

2
(14,975)

69931
(397)
101
(188)

2482 871 188 (374) 7,382 10,549 143 6,044 16,737

Balance at March 31,2017 - ¥251441

¥26558  ¥A45047  ¥(7.320) ¥716.226

¥6462  ¥(1883) ¥ (%40) ¥186  ¥(25,371)  ¥(21,546) ¥879  ¥60.064  ¥795,624

Year ended March 31, 2018

Shareholders’ equity

Accumulated other comprehensive income

Capital
stock

Total
Capital ~ Retained ~ Treasury shareholders’
surplus  eanings  shares equity

Valuation Remeasure- ~ Total

difference Foreign ~ ments of accumulated

onavailable- Deferred Revaluation currency  defined other  Subscription ~ Non-

for-sale  losseson reservefor translaion  benefit comprehen- rightsto  controling  Total
securiies  hedges land  adjustments  plans  siveincome  shares interests  netassets

Thousands of U.S. dollars (Note 2)

Balance at April 1, 2017 - $2,366,726
Changes in parent's ownership
nterests arising from fransactions
with non-controlling interests +++-+-
Dividends of surplus -+
Net income attributable to
owners of parent «eeeeeees
Purchases of treasury shares
Disposal of treasury shares -+
Reversal of revaluation reserve for land -
Net changes in items other
than shareholders’ equity -

$240981 $4193778  $(68,900) $6,741585

(38827) (38827)
(187.885) (187.885)
44427 4407

(48)  (349)
©31) 2409 1477
1 14

560824  §(17724)  §(8847)  §1750 §(238808) $(202804) 98273 565,361 §7,112424

(38827)
(187 885)

14407

(349)
1477
141

3,79 5,751 931 4678 101731 116,867 724 68919 186,530

Balance at March 31, 2018 - $2,366,726

$211,153 $4,449.520  9(66,830) $6,960,560

$64580  §(11972)  §(7,006) 96438 §(137,067) § (85.928) 99,007 $634,200 $7,517,931

See notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

53

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
Years ended March 31, 2018 and 2017

Operating activities
Income before INCOME taxes =+« -« rwrrrrrrrrrrrrrr e
Adjustments to reconcile income before income taxes to net cash
provided by operating activities:
DEPreCiation =+« reserreresrre et
Decommissioning costs of nuclear power Units -+« ««xxxeserreesereeeeeeeees
LOSS on retlrement Of non_Current assets .......................................
Decrease in net defined benefit liability «wroroermreerreeees
Decrease in provision for reprocessing of irradiated nuclear fuel -+«
Increase in provision for preparation of reprocessing irradiated nuclear fuel -
Increase in reserve for fluctuation in water levels «««--reeeeeeseeereeeeeeee
Interest and dividend iNCOME  +xxrrerrerrrrrrreereesre e
Interest EXPENSES  *rrrrrrr st et s e st
Decrease in reserve fund for reprocessing of irradiated nuclear fuel
Changes in operating assets and liabilities:
Increase in notes and accounts receivable —trade ««ororrerreeeees
(|nCI’eaSG) deCreaSe in inVentOrieS ................................................
Increase (decrease) in notes and accounts payable —trade =+-+---x-we--
Other .......................................................................................
Subtotai ..............................................................................
|nterest and dividend income received .............................................
|nterest eXpenSeS pald ..................................................................
InCOme taXeS pald ........................................................................
Net CaSh provided by Operating activities ..........................................

Investing activities

Purchase of NON-CUIMrent assetg: -« «xrrrrrrrrrrrr et
Payment of investment and loans receivable -+« reerrresrreereeeens
Collection of investments and loans receivable ««««-xxxxeeerreeresreeeeeeeeeeees
Other, YO v v e e e e
Net cash used in investing ACHIVITIEG + v v v rvrrrrrerermrmeee

Financing activities

Proceeds from long-term loans payable and issuance of bonds  «««---+----
Repayment or redemption of long-term loans payable or bonds = ««==--+---
Decrease in short-term loans payable and commercial papers ««=«=====+--
Cash dividends pald .....................................................................
Dividends paid to non-controlling interests -« -« ««xxrrrererrrereeereeeeeeees
Other’ YO v v e e e e e
Net cash used in financing ACHVILIES  weevterrerrreorrensemeneiininiiviiiiiiiin,

Effect of exchange rate changes on cash and cash equivalents «-------
Net increase (decrease) in cash and cash equivalents «---woeeeereeeeeeeees
Cash and cash equivalents at beginning of the period-««««-«xrereeeeeeeeee
Cash and cash equivalents at end of the period (Note 10) «««xweereeeereeeeee

Millions of yen

Thousands of
U.S. dollars
(Note 2)

[ 2018 | 2017 [ 2018 |

¥ 72,412 ¥104,704 $ 681,588
222,016 226,024 2,089,759
4,628 4,705 43,561
13,989 11,304 131,673
(8,009) (7,451) (75,385)

— (6,040) —

— 304 —

1,100 — 10,353
(1,014) (1,571) (9,544)
21,684 24,420 204,103
— 6,208 —
(21,199) (1,309) (199,538)
(7,291) 5,812 (68,627)
12,683 (23,876) 119,380
46,637 (17,891) 438,977
357,639 325,343 3,366,330
1,064 2,098 10,015
(22,141) (24,845) (208,405)
(12,542) (24,449) (118,053)
324,019 278,147 3,049,877
(287,330) (290,086) (2,704,536)
(10,883) (9,853) (102,437)
9,924 8,225 93,411
14,374 35,373 135,297
(273,915) (256,341) (2,578,266)
236,890 299,620 2,229,762
(248,122) (310,350) (2,335,485)
(272) (25,524) (2,560)
(19,849) (14,919) (186,831)
(1,050) (1,008) (9,883)
(3,876) (3,742) (36,483)
(36,280) (55,925) (341,490)
84 (94) 790
13,908 (34,213) 130,911
228,262 262,476 2,148,550
¥242,171 ¥228 262 $2,279,471

See notes to consolidated financial statements.
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Statements

Notes to Consolidated Financial Statements

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
March 31, 2018

1. Summary of Significant Accounting
Policies

(a) Basis of preparation

The accompanying consolidated financial statements
of Tohoku Electric Power Company, Incorporated (the
“Company”) and its consolidated subsidiaries have been
compiled from the consolidated financial statements
prepared by the Company as required by the Financial
Instruments and Exchange Law of Japan and are prepared
on the basis of accounting principles generally accepted
in Japan, which are different in certain respects as to the
application and disclosure requirements of International
Financial Reporting Standards.

As permitted by the Financial Instruments and
Exchange Law, amounts of less than one million yen
have been omitted. As a result, the totals shown in the
accompanying consolidated financial statements (both in
yen and U.S. dollars) do not necessarily agree with the sum
of the individual amounts.

Certain amounts previously reported have been
reclassified to conform to the current year’s presentation.

(b) Principles of consolidation and accounting for
investments in affiliates
The accompanying consolidated financial statements
include the accounts of the Company and significant
subsidiaries (fifty as of March 31, 2018, and forty-eight as
of March 31, 2017) controlled directly or indirectly by the
Company.

YURTEC KANTO SERVICE CORPORATION and
Tohoku EPCO Energy Trading Company, Incorporated,
which were newly established in the year ended March 31,
2018, were included in the scope of the consolidation.

The affiliates (five as of March 31, 2018, and four as
of March 31, 2017) over which the Company exercises
significant influence in terms of their operating and financial
policies have been included in the consolidated financial
statements by equity method. Tokyu Power Supply Co.,
Ltd., in which the Company invested on March 8, 2018,
was newly accounted for by equity method.

All significant intercompany balances and transactions
have been eliminated in consolidation.

(c) Property, plant and equipment

Property, plant and equipment are generally stated at cost.

Depreciation of property, plant and equipment is
computed by the declining-balance method over the
estimated useful lives of the respective assets. Significant
renewals and additions are capitalized at cost. Maintenance
and repairs are charged to income when incurred.

The recognition and calculation method of the cost of
the assets corresponding to asset retirement obligations
concerning decommissioning of specified nuclear power
units among non-current assets is described in (j).

Amortization of easements is computed by the
straight-line method based on the estimated useful lives of
the power transmission lines.

(d) Nuclear fuel
Nuclear fuel is stated at cost less accumulated
amortization. The amortization of loaded nuclear fuel is
computed based on the proportion of heat production for
the current year to the total heat production estimated over

(e)

U]

(9)

(h)

(i)

0

the life of the nuclear fuel.

Marketable and investment securities
Marketable and investment securities are classified into
three categories depending on the holding purpose: i)
trading securities, which are held for the purpose of earning
capital gains in the short-term, ii) held-to-maturity debt
securities, which the Company has the positive intent to
hold until maturity, and iii) other securities, which are not
classified as either of the aforementioned categories.
Held-to-maturity debt securities are carried at
amortized cost. Marketable securities classified as other
securities are carried at fair value with any changes in
valuation difference, net of the applicable income taxes,
included directly in net assets. Non-marketable securities
classified as other securities are carried at cost. Cost
of securities sold is determined by the moving average
method.

Inventories

Inventories are stated at cost determined by the average
method (inventories on the balance sheet are written down
when profitability declines).

Cash equivalents
All highly liquid investments with a maturity of three months
or less when purchased are considered cash equivalents.

Employees’ retirement benefits

Accrued retirement benefits for employees have been
provided mainly at an amount calculated based on the
retirement benefit obligation and the fair value of the
pension plan assets at the year end.

The retirement benefit obligation is attributed to each
period by the benefit-formula method over the estimated
remaining years of service of the eligible employees.

Actuarial gain or loss is amortized in the year following
the year in which the gain or loss is incurred primarily by the
straight-line method over periods (one year through fifteen
years) which are shorter than the average remaining years
of service of the employees participating in the plan.

Prior service cost is primarily charged or credited to
income when incurred.

The method to recognize and calculate the cost
of the assets corresponding to asset retirement
obligations concerning decommissioning of
specified nuclear power units

Paragraph 8 of the “Guidance on Accounting Standard

for Asset Retirement Obligations” is applied to the assets
corresponding to asset retirement obligations concermning
decommissioning of specified nuclear power units, and
based on the rules of the “Ministerial Ordinance for Reserve
for Decommissioning Costs of Nuclear Power Units” (a
ministerial ordinance by the Ministry of Economy, Trade
and Industry No. 30 issued in 1989), the total estimate

of decommissioning costs of nuclear power units is
recognized by the straight-line method over the expected
running period and safety storage period of nuclear power
units.

T
=]
Q
>
)
o)
(72
[0]
]
=5
[e]
=]

The method to recognize the contribution of
reprocessing irradiated nuclear fuel

Based on the “Act for Partial Revision of the Spent Nuclear
Fuel Reprocessing Implementation Act” (Act No. 40 of
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2016, hereinafter referred to as the "Revised Act"), the
Company pays an amount corresponding to the volume of
spent fuel generated from operation of its nuclear power
stations to the Nuclear Reprocessing Organization of Japan
as a contribution, and records it as electric utility operating
expenses.

The portion of the contribution corresponding to
reprocessing of irradiated nuclear fuel is recorded as
Manufacturing process in progress related to reprocessing
of irradiated nuclear fuel in accordance with the “Revised
Act” Article 2.

Through the contribution payment, the Company
fuffills its responsibilities to bear the expenses as a
nuclear operator. On the other hand, in proportion to the
contributions received, the Organization reprocesses the
irradiated nuclear fuel.

The balance of the unamortized differences of ¥5,382
million ($50,658 thousand) resulting from the changes in the
accounting rules for reserve recognition in the year ended
March 31, 2006, is to be paid evenly to the organization as
contributions and recorded as operating expenses until the
year ending March 31, 2020.

(k) Reserve for restoration costs of natural disaster
The reserve for restoration costs of natural disaster is
stated at an estimated amount at the year end for the
expenses required for recovery of damaged assets, and
for contingent losses incurred due to the Great East Japan
Earthquake and the torrential rain in Niigata and Fukushima.

() Reserve for fluctuation in water levels
To offset fluctuation in income caused by the fluctuation in
water levels, the Company has the reserve based on Article
36 of the “Electric Business Act” (Act No.170 of 1964),
which is still effective in conformity to Article 16, paragraph
3 of the supplementary provisions of the “Act for Partial
Revision of the Electricity Business Act” (Act No. 72 of
2014).

(m) Income taxes
Deferred tax assets and liabilities have been recognized in
the consolidated financial statements with respect to the
differences between financial reporting and the tax bases
of the assets and liabilities, and were measured using the
enacted tax rates and laws which will be in effect when the
differences are expected to reverse.

(n) Foreign currency translation
All monetary assets and liabilities, both short-term and
long-term, denominated in foreign currencies are translated
into yen at the exchange rates prevailing at the balance
sheet dates, and the resulting gain or loss is included in
income.

The revenue and expense accounts of foreign

subsidiaries are translated into yen at the average rates
of exchange prevailing during the year. The balance
sheet accounts are translated into yen at the rates of
exchange in effect at the balance sheet date, except for the
components of shareholders’ equity which are translated
at their historical exchange rates. Adjustments resulting
from this translation process are accumulated in a separate
component of net assets.

(o) Derivatives and hedging transactions
The Company has entered into various derivatives
transactions in order to manage certain risk arising from
adverse fluctuation in foreign currency exchange rates,
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interest rates and fuel price. Derivatives are carried at fair
value with any changes in unrealized gain or loss charged
or credited to operations, except for those which meet the
criteria for deferral hedge accounting or special treatment
as permitted by the accounting standard for financial
instruments.

(p) Goodwill
Amortization of goodwill is computed by the straight-line
method over a period of five years. In case the amount
is immaterial, goodwill is recognized in profit or loss
immediately.

(q) Appropriation of retained earnings
Under the Corporation Law of Japan, the appropriation
of retained earnings with respect to a given financial year
is made by resolution of the shareholders at a general
meeting to be held subsequent to the close of the financial
year. The accounts for that year do not, therefore, reflect
such appropriations.

See Note 19.

2. U.S. Dollar Amounts

Amounts in U.S. dollars are included solely for the convenience
of the reader. The rate of ¥106.24 = U.S.$1.00, the approximate
rate of exchange in effect on March 31, 2018 is used in
translation. The inclusion of such amounts is not intended to
imply that yen have been or could be readily converted, realized
or settled in U.S. dollars at that or any other rate.

3. New Accounting Standard Not Yet
Adopted

On March 30, 2018, the Accounting Standards Board of Japan
(ASBJ) issued ASBJ Statement No. 29, “Accounting Standard
for Revenue Recognition,” and ASBJ Guidance No. 30,
“Implementation Guidance on Accounting Standard for Revenue
Recognition.”

These standard and guidance established the accounting
and disclosure rule of the revenue from contracts with
customers.

The Company has yet to decide when to apply these
standard and guidance.

The Company is currently in the process of measuring the
effects of applying these standards and guidance.

4. Additional Information

On April 1, 2018, the “Ministerial Ordinance on Partial
amendment of the Ministerial Ordinance for Reserve for
Decommissioning Costs of Nuclear Power Units” (a ministerial
ordinance by the Ministry of Economy, Trade and Industry No.
17 issued in 2018) was enforced, and the “Ministerial Ordinance
for Reserve for Decommissioning Costs of Nuclear Power Units”
was revised.

The Company has applied paragraph 8 of the “Guidance
on Accounting Standard for Asset Retirement Obligations” in
recognition of the costs of the assets corresponding to asset
retirement obligations concerning decommissioning of specified
nuclear power units, and in accordance with the rules of the
“Ministerial Ordinance for Reserve for Decommissioning Costs
of Nuclear Power Units,” the total estimate of decommissioning
costs of nuclear power units was recognized by the straight-line
method over the expected running period and safety storage

period of nuclear power units until the year ended March 31,
2018. However, on and after April 1, 2018, the total estimate
of decommissioning costs of nuclear power units is recognized
by the straight-line method over the expected running period of
nuclear power units.

In case a nuclear power unit is abolished due to changes
in energy policy and regulatory standards and other factors, the
total estimate of decommissioning costs of nuclear power units
is recognized by the straight-line method over the period of 10
years starting from the month in which the unit is shut down.

5. Business Combinations

Common control transactions:
Acquisition of treasury stocks by a consolidated subsidiary

(a) Overview of the transaction
I. Name of the subject company and the main business:
Name YURTEC CORPORATION
Main business Construction business

. Date of business combination:
Acquisition date March 1, 2018
Deemed acquisition date  March 31, 2018

ll. Legal form of business combination:
Acquisition of treasury stocks from the Company

[V.Name of the company after business combination:
No change

V. Other matters related to the overview of the transaction:

The purpose of the transaction is to enhance the value

of Tohoku Electric Power Company Group through the
improvement of capital efficiency and shareholders return of
YURTEC CORPORATION.

(b) Overview of implemented accounting
treatments
The transaction mentioned above was treated as a
common control transaction in accordance with the
“Accounting Standard for Business Combinations” and
the “Guidance on Accounting Standard for Business
Combinations and Accounting Standard for Business
Divestitures.”

(c) Matters related to acquisition of treasury stocks
by the consolidated subsidiary

Thousands of U.S.

Millions of yen dollars
Acquisition costs:
Cagh wreveeeeereeenens ¥6,784 $63,855
Total e ¥6,784 $63,855

(d) Matters related to the changes in the
Company’s ownership interests arising from
transactions with non-controlling interests
I. Main reason for changes in capital surplus:

Acquisition of treasury stocks by the consolidated
subsidiary

. Decrease in capital surplus due to the transactions with
non-controlling interests was ¥4,101 million ($38,601
thousand).

Consolidated Financial
Statements

6. Property, Plant and Equipment

Property, plant and equipment at March 31, 2018 and 2017

were summarized as follows:

Thousands of

Millions of yen U.S. dollars
2017
Hydro power plant -+ ¥ 596,811 ¥ 581879 $ 5,617,573
Thermal power plant -+ 1,894,907 1,890,676 17,836,097
Nuclear power plant -+ 1,420,058 1,403,330 13,366,509
Transmission plant ===+ 1,749,093 1,713,355 16,463,601
Transformation plant -+ 852,943 840,422 8,028,454
Distribution plant «++--=-- 1,520,623 1,500,640 14,313,092
General plant — ««eeeeeeeee 332,409 329,753 3,128,849
Other wrrrrrreeeereeeeeen 959,033 967,413 9,027,042
9,325,879 9,227,471 87,781,240
Construction work in progress *+-: 311,947 291,234 2,936,248
Manufacturing process n progress related fo
reprocessing of rradiated nuclear fugl-++++- 9,533 — 89,730
Total ¥9,647,360 ¥9,518,706 $90,807,228
Contributions in aid
of construction =+++++-++ ¥ 277,849 ¥ 271030 $ 2,615,295

7. Financial Instruments

(a) Positions of Financial Instruments
The Company procures funds for plant and equipment
development and for business operation mainly by bond
issuance and bank loans. The Company uses interest-
rate swaps to hedge its exposure to adverse fluctuation
in interest rates on bonds and long-term loans as well as
fuel-price swaps to moderate fuel price fluctuation, not for
speculation purposes. A certain consolidated subsidiary
utilizes a principal-guaranteed compound financial
instrument to be held to maturity for the purpose of efficient

management of the fund surplus.

The Company holds marketable and investment
securities which are mainly stocks in business partners and
bonds to be held to maturity. Though such investments are
exposed to the market price volatility risk, fair values and
financial positions of issuers relating to such investments

are checked on a regular basis.

Notes and accounts receivable — trade are mainly
operating receivables of residential, commercial and
industrial power sales, thus are exposed to counterpart
credit risk. Such risk is being managed by early
comprehension and reduction of collection concerns as
well as management of due dates and balances based on

electric power supply agreements.

Bonds and long-term loans payable are to procure
funds for plant and equipment development and funds for
redemption. These funds are procured mostly with fixed
interest rates; hence, the impact of interest rate changes on

the financial performance is limited.

Due dates for most notes and accounts payable —

trade are within a year.

Derivative transactions are exposed to counterpart
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credit risk. However, the Company enters into derivatives

transactions only with financial institutions that have

high credit ratings in compliance with its internal policies

stipulating the authority for transactions and the credit lines.
Fair values of financial instruments include value

amounts based on market prices and those based on

rational calculation in the case where a market price

does not exist. In calculating such value amounts, certain
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assumptions are adopted, and if based on different
assumptions, those calculated value amounts may change.
Derivative contract amounts noted below in Note 9 do not
denote the market risk from the derivatives themselves.

In addition, fair value and valuation gains or losses are
reasonably quoted values based on market indicators for
valuations and other measures. These are not the amounts
that would be received or paid in the future.

(b) Fair Values of Financial Instruments
Carrying values, fair values and unrealized gains or losses
as of March 31, 2018 and 2017 were as follows:

Millions of yen
Carrying Unrealized
At March 31, 2018 value Fair value gain (loss)
Assets:
Marketable and investment
e o esment.. ¥ 80745¥% 89560 ¥ (185)
Cash and deposits ++«+++++ 187,905 187,905 -
Notes and accounts
receivable —trade =+ 212,195 212,195 —
Liabilities:
Bonds payablg*? «++-seeeeeeeee 930,010 943,838  ¥13,827

Long-term loans payable*?--- 1,475,300 1,511,371 36,071
Notes and accounts

payable —trade:--+++++---oe 143,999 143,999 —
Derivative transactions*3 -+ (1,763) (1,763) —
Millions of yen
Carrying Unrealized
At March 31, 2017 value Fair value gain (loss)
Assets:
Marketable and investment
ouilioaneSmen. ¥ 40793 ¥ 40694 ¥ (%)
Cash and deposits «=--++++eo 224112 224112 —
Notes and accounts
receivable —trade -+ 197,259 197,259 —
Liabilities:
Bonds payablg #2++++eeeeeeeee 900,240 919,671  ¥19,430

Long-term loans payable*?--- 1,516,092 1,558,201 42,108

Notes and accounts
payable —trade---+++++---oe 131,688 131,688 —

erivative transactions™?  -+++-+ , , —
Derivati jons™*? 2,612 2,612

Thousands of U.S. dollars

Carrying Unrealized
At March 31, 2018 value Fair value gain (loss)
Assets:
Marketable and investment
SOOUIIES *1 <rererrerrereres $ 844,738$ 842,996 $ (1,741)
Cash and deposits «««w-wwwwe 1,768,684 1,768,684 -
Notes and accounts
receivable —trade  ---reeee 1,997,317 1,997,317 —
Liabilities:
Bonds payable*? -+++eeeeeeeeee 8,753,859 8,884,017 $130,148

Long-term loans payable*?--- 13,886,483 14,226,007 339,523

Notes and accounts
payable —trade:-+++++++eeee 1,355,412 1,355,412 —

Derivative transactions*3 -+« (16,594) (16,594) —
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*1.Marketable and investment securities include bonds to be held
to maturity (including those which mature within a year) and other
securities.

*2.Bonds payable and long-term loans payable include those which
are scheduled to be redeemed or paid back within a year.

*3.The amounts denote net liabilities and obligations resulting from
derivative transactions.

(Note 1) The method of calculating fair values of financial
instruments, and other matters related to marketable
and investment securities, and derivative transactions
are as follows:

Assets:

Marketable and investment securities
Negotiable certificates of deposit are recorded in carrying
values as they are settled in the short term, where their
carrying values are proximate to their fair values. Present
values of municipal bonds are calculated by discounting
the redemption amount using the government bond yield
as a discount rate. Fair values of other bonds are the prices
indicated by the correspondent financial institutions. Fair
values of stocks are based on the exchange share prices.
With respect to securities with different holding purposes,
please refer to Note 8.

Cash and deposits, Notes and accounts receivable — trade
These assets are recorded in carrying values as they are
settled in the short term, where their carrying values are
proximate to fair values.

Liabilities:

Bonds payable
The fair values of bonds are calculated based on market
prices. Interest-rate swaps subject to special treatment
permitted by the accounting standards for financial
instruments are included in the hedged bonds and their fair
values are determined based on the prices indicated by
correspondent financial institutions.

Long-term loans payable
The fair values of loans at fixed interest-rates are calculated
based on a method where the total amount of the
principal and interest is discounted by the interest rate
calculated based on the Company’s bonds. The fair values
of loans at floating interest-rates are for the short term,
reflecting market interest rates; hence, the carrying values
approximate fair values. Interest-rate swaps subject to
special treatment permitted by the accounting standards for
financial instruments are included in the hedged long-term
loans and their fair values are determined based on the
prices indicated by correspondent financial institutions.

Notes and accounts payable — trade
These are recorded in carrying values as they are settled in
the short term, where their carrying values are proximate to
their fair values.

Derivative transactions:
The fair value of derivative transactions is measured at
the quoted price obtained from the financial institution.
Purchase amount and the valuation gain or loss of
compound financial instruments are included in marketable
and investment securities. Interest-rate swaps subject to
special treatment permitted by the accounting standards
for financial instruments are accounted for together with
the hedged long-term loans and bonds; therefore, the fair
values of interest-rate swaps are included in the fair values
of those long-term loans and bonds.

(Note 2) Financial instruments for which it was extremely difficult
to determine the fair value at March 31, 2018 and 2017
were as follows:

Thousands of

Millions of yen U.S. dollars

2018 [P
Unlisted stockg ««-++++++++ ¥145,028 ¥142.429  $1,365,097
Subscription certificate -+ 1,174 1,174 11,050
Other ........................ 82 180 771
Total +++eee ¥146,286  ¥143,785  $1,376,939

(Note 3) Redemption schedule of financial bonds and marketable
securities with maturity at March 31, 2018 and 2017
were as follows:

Millions of yen

Duein Due afterone  Due after five
oneyear  yearthrough yearsthrough  Due after
At March 31, 2018 or less fiveyears  ten years ten years

Marketable and investment securities:
Held-to-maturity debt

securities:
Municipal bonds -+ ¥ 62 ¥133 .
Corporate bonds — — — 1,000
Negotiable certificates

Of depOS|t ............ 3’710 [ — .
Other .................. — — — 7’934

Other securities with
maturity dates:

Corporate bonds - 44 — — -
Negotiable certificates
of deposit:-«++=+++ 50,500 - - -
Cash and deposits -+ 187,905 — — —
Notes and accounts o - o
receivable —trade -+ 212,195
Total e ¥454,417 ¥133 —  ¥8,934

Millions of yen

Duein  Dueafterone Due after five
oneyear  yearthrough yearsthrough — Due after
At March 31, 2017 or less fiveyears  tenyears ten years

Marketable and investment securities:
Held-to-maturity debt

securities:

Municipal bonds -+ ¥ 62 ¥190 ¥4 ¥ -

Corporate bonds - 2,999 — — 1,000

Negotiable certificates - o o
of oS- 2,590

Other «eoeeeeeeeeeee - - - 8,000

Other securities with
maturity dates:

Corporate bonds - 47 — — -
Negotiable certificates _ _ _ _
of deposit--«++=+-+
Cash and deposits -+ 224,112 — — —
Notes and accounts
receivable —trade -+ 197,259 — - -
Total ++eeeeeeee ¥427,071 ¥190 ¥4 ¥9,000

Consolidated Financial
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Thousands of U.S. dollars

Duein  Dueafterone Due after five
oneyear  yearthrough yearsthrough — Due after
At March 31, 2018 or less five years  ten years ten years

Marketable and investment securities:
Held-to-maturity debt

securities:
Municipal bonds == $ 583 $1,251 - $ -
Corporate bonds - — — — 9,412
Negotiable certificates
of deposit-««+-+--++ 34,920 - — -
Other .................. — — — 74,679
Other securities with
maturity dates:
Corporate bonds - 414 - — —
Negotiable certificates
o oSl 475,338 - - -
Cash and deposits -+ 1,768,684 — - —
Notes and accounts o _ o
receivable —trade - 1,997,317
Total +eeeeeeees $4,277,268  $1,251 - $84,092

8. Marketable and Investment
Securities

Held-to-maturity debt securities at March 31, 2018 and 2017
were as follows:

Millions of yen
Carrying Unrealized
At March 31, 2018 value Fair value gain (loss)
Securities whose fair value
exceeds their carrying value:
Public bondsg ««««eeeeeeeeeee ¥ 195 ¥ 195 ¥ 0
Corporate bonds «««««xxxxee 1,000 1,008 8
Other ........................... 3,000 3’116 116
Securities whose carrying value
exceeds their fair value:
Pub”c bonds .................. — — -
Corporate bonds «««««xxxx-e - - -
Other ........................... 8’644 8’334 (309)
Total +oeeeeeeeeeeeeeeees ¥12,840 ¥12,655 ¥(185)
Millions of yen
Carrying Unrealized
At March 31, 2017 value Fair value gain (loss)
Securities whose fair value
exceeds their carrying value:
Public bonds ««««xxeeeeeeeeees ¥ 258 ¥ 259 ¥ 1
Corporate bonds =« 1,000 1,004 4
Other ........................... 3’000 31184 184
Securities whose carrying value
exceeds their fair value:
Pub”c bonds .................. — — —
Corporate bonds - - 2,999 2,999 —
Other ........................... 7’590 71301 (288)
Total ceeereeeeeeeeeeees ¥14,847  ¥14,749 ¥ (98)
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Thousands of U.S. dollars

Carrying Unrealized
At March 31, 2018 value Fair value gain (loss)
Securities whose fair value
exceeds their carrying value:
Public bonds «++«wwrereeees $ 1,841 $ 1,844 $ 2
Corporate bonds <+« 9,412 9,487 75
Other «errerereesmerreeeeees 28,237 29,329 1,091
Securities whose carrying value
exceeds their fair value:
Public bonds «»««++eeeeeeee - - -
Corporate bonds ««««w«xxee- — — -
Other «eerreereeermeereeeeeens 81,362 78,445 (2,908)
Total e $120,858  $119,117 __ $(1,741)

Other securities at March 31, 2018 and 2017 were as follows:

Millions of yen

9. Derivatives

(a) Derivative transactions to which hedge
accounting was not applied
With respect to purchase amount and the valuation gain
or loss of compound financial instruments, please refer to
Notes 7 and 8.

(b) Derivative transactions to which hedge
accounting was applied at March 31, 2018 and
2017 were as follows:

Interest-rate swaps:

Millions of yen

Contract amount

due after  Fair
AtMarch 31,2018 Hedgeditem  total oneyear value

Acquisition  Carrying  Unrealized
At March 31, 2018 cost value  gain (loss)

Securities whose carrying value
exceeds their acquisition cost:
StOCK +errrreree e ¥13,796  ¥23,557 ¥9,761

Securities whose acquisition cost
exceeds their carrying value:

StOCk ........................... 3’029 2,847 (1 82)
Other +eeeeeeeeeeeeeenees 50,500 50,500 -
Total e ¥67,326  ¥76,905 ¥9,578
Millions of yen

Acquisition Carrying  Unrealized
At March 31, 2017 cost value gain (loss)

Securities whose carrying value
exceeds their acquisition cost:

Stock ........................... ¥13’337 ¥22’343 ¥91006

Securities whose acquisition cost
exceeds their carrying value:

Stogk +orrereresenee 3,766 3,602 (164)
Total e ¥17,103  ¥25045  ¥83841

Thousands of U.S. dollars

Acquisition  Carrying  Unrealized
At March 31, 2018 cost value gain (loss)

Securities whose carrying value
exceeds their acquisition cost:
StOCK wrrerreee e $129,856 $221,733  $91,876

Securities whose acquisition cost
exceeds their carrying value:

StOCK -+ereeessereesseenesesen 28510 26,797  (1,713)
Other «+eveeesseresssseenesse 475,338 475,338 —
Total eeeeeeeeseeeneenes $633,716_$723,879 _ $90,154
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Basic treatment:

Pay fixed /
Receive floating  Long-termloans ¥112,525 ¥94,674 ¥(1,763)*'

Special treatment:
Receive fixed /

Pay floating Bonds 30,000 — 2
Pay fixed /
Receive floating ~ Long-termloans 75,000 71,052
Total ¥217,525 ¥165,726 ¥(1,763)
Millions of yen

Contract amount

due after  Fair
AtMarch 31,2017 Hedgeditem  total oneyear value

Basic treatment:

Pay fixed /

Receive floating  Long-term loans ¥130,377 ¥112,525 ¥(2,612)*"
Special treatment:

Receive fixed /

Pay floating Bonds 30,000 30,000 2
Pay fixed /
Receive floating ~ Long-termloans 75,000 75,000

Total ¥235,377 ¥217,525 ¥(2,612)

Thousands of U.S. dollars

Contract amount

due after  Fair
AtMarch 31,2018 Hedgeditem  total oneyear value

Basic treatment:

Pay fixed /

Receive floating  Long-term loans  $1,059,158 $ 891,133 $(16,594) !
Special treatment:

Receive fixed /

Pay floating Bonds 282,379 — 2
Pay fixed /
Receive floating  Long-termloans 705,948 668,787

Total $2,047,486 $1,559,920 $(16,594)

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

*2.Interest-rate swaps subject to special treatment permitted by the
accounting standards for financial instruments are accounted for
together with the hedged bonds and long-term loans; therefore,
the fair values of interest-rate swaps are included in the fair
values of those bonds and long-term loans.

10. Cash Flow Information

For the consolidated statements of cash flows, reconciliation
between cash and cash equivalents and cash balances on the
consolidated balance sheets as of March 31, 2018 and 2017
were as follows:

Thousands of

Millions of yen U.S. dollars
[ 2018 [PIRN

Cash and deposits +++++++---+ ¥187,905 ¥224.112  $1,768,684
Time deposits with maturities

of more than three months -+ (1,156) (2,097) (10,881)
Short-term investments with

an original maturity within

three months included in

other current assets -+ 55,422 6,247 521,667
Cash and cash equivalents -+ ¥242,171 ¥028.262  $2,279,471

11. Inventories

Details of inventories are as follows:

Thousands of

Millions of yen U.S. dollars
2018 INPIOTGENN 2018 |
Commercial products
and finished goods - ¥ 5,974 ¥ 6,291 $ 56,231
Work in process -+ 7,945 7,000 74,783
Raw materials and
suppligs «wreeesreeeeeees 56,276 49,619 529,706
Total ++eeeeeeee ¥70,196 ¥62,911 $660,730

12. Notes and Accounts Receivable -
Trade

Notes and accounts receivable — trade at March 31, 2018 and
2017 consisted of the following:

Thousands of

Millions of yen U.S. dollars
[ 2018 [EPOIVANEN 2018 |
Notes and accounts
receivable —trade -+ ¥212,195 ¥197,259  $1,997,317
Less allowance for
doubtful accounts -+ (292) (450) (2,748)
Total ooreeeeees ¥211,902 ¥196,809  $1,994,559

13. Revaluation Reserve for Land

In accordance with “Act on Revaluation of Land” (Act No. 34

of 1998), the land used for business owned by consolidated
subsidiaries was valued, and the unrealized gains or losses on
the revaluation of land, net of deferred tax, was recorded as
“Revaluation reserve for land” within net assets, and the relevant
deferred tax was recorded as “Deferred tax liabilities for land
revaluation” in liabilities.

(@) The method of revaluation was as follows:
Under Article 2.4, “Order for Enforcement of the Act on
Revaluation of Land,” the land price for the valuation was
determined based on the official notice prices assessed
and published by the Commissioner of National Tax
Agency of Japan as basis for calculation of Landholding
Tax as stipulated in article 16 of the Landholding Tax Law.
Appropriate adjustments for the shape of land and the

(b)

14.

Consolidated Financial
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timing of the assessment have been made.

Revaluation Date: March 31, 2002

The difference between the total book value after
revaluation and the total fair values as of March 31, 2018
and 2017 were ¥4,474 million ($42,112 thousand) and
¥4,909 million, respectively.

Long-Term Debt

At March 31, 2018 and 2017, long-term debt with definite
repayment schedule consisted of the following:

Bond

Thousands of
Millions of yen U.S. dollars

[ 2018 EPOITANN 2018 |

sin yen due

through 2037 «eeeeeeeeeee ¥ 930,010 ¥ 900,240 $ 8,753,859

Loans from banks and other
financial institutions due

through 2036 «««+++++-+ 1,475,300 1,516,092 13,886,483

Other ........................ 14,596 12&343 137’387

Subtotal - 2,419,907 2,428,977 22,777,739

Less current portion-+++++ (363,087)  (251,286)  (3,417,611)

Total ++-eeeeet ¥2,056,819 ¥2177,690 $19,360,118
Long-term debt payments fall due subsequent to March 31,

2018 were as follows:

Thousands of

Years ending March 31, Millions of yen U.S. dollars
D01Q crrrerreererniiriinn ¥ 363,087 $ 3,417,611
D020 rrerererereennenans 310,762 2,925,094
D021 creeeeeeeeeee 362,731 3,414,260
2022 - 242,644 2,283,923
12072 JERETERTERTERTRT 207’674 1’954’762
2024 and thereafter -~ 933,006 8,782,059

Total oo ¥2,419,907 $22,777,739

All assets of the Company are subject to certain statutory
preferential rights established to secure the bonds and loans

from

the Development Bank of Japan Incorporated.

Certain of the agreements relating to long-term debt stipulate
that the Company is required to submit proposals for the
appropriation of retained earnings and to report other significant
matters, if requested by the lenders, for their review and
approval prior to presentation to the shareholders. No such
requests have ever been made.

Secured long-term debt at March 31, 2018 and 2017 were as

follows:
Thousands of
Millions of yen U.S. dollars
2018 [l
Bonds e ¥929,700  ¥899,700  $8,750,941
Long-term loans «++++++++ 365,391 389,180 3,439,297
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The assets of certain consolidated subsidiaries pledged as
collateral for the above long-term debt at March 31, 2018 and
2017 were as follows:

Thousands of

Millions of yen U.S. dollars
2018 IPOITEEEN 2018 |

Land cooeeeeeemeeeeeeeen ¥12,467 ¥12,467 $117,347
Structures «-weeeeeeeeees 22,128 23,051 208,283
Machinery and equipment -+ 7,621 7,860 71,733
Other «eeeeererermeeeeeeees 7,691 7,930 72,392
Total -++oeee ¥49,909 ¥51,309 $469,775

The assets pledged as collateral for the loans of a company,
which was invested by the Company at March 31, 2018 and
2017 were as follows:

Thousands of

Millions of yen U.S. dollars
[ 2015 ECOIAEN 2018 |
Long-term investments ¥254 ¥254 $2,390

15. Retirement Benefit Plans

The Company and certain of its subsidiaries have either funded
or unfunded defined benefit plans and defined contribution
plans, which together cover substantially all full-time employees
who meet certain eligibility requirements.

(a) Defined benefit plans (excluding plans
calculated in simple and easy ways)
The changes in the defined benefit obligation during the
years ended March 31, 2018 and 2017 were as follows:

Thousands of
Millions of yen U.S. dollars

[ 2018 [EPCITANNN 2018 |

Balance as of beginning

of the period ««-++wwxeee ¥498,548 ¥503,514  $4,692,658
Service cost e 14,255 14,504 134,177
Interest cost -reeeees 2,525 2,467 23,766
Actuarial logg: -+ 3,552 1,270 33,433
Retirement benefit paid «++-- (23,208) (23,420) (218,448)
Prior service cost «++-+* (264) — (2,484)
Other «eerrrerrrreeeeeeeees 202 211 1,901
Balance as of end
of the period ++++++++--+ ¥495,611 ¥498548  $4,665,013

The change in plan assets during the years
ended March 31, 2018 and 2017 were as
follows:

Thousands of
Millions of yen U.S. dollars

[ 2018 [EPOITANNN 2018 |

Balance as of beginning

of the period ++++++veeee ¥321,274 ¥319,900  $3,024,039
Expected return
on plan assets -+ 9,865 9,828 92,855
Actuarial gain = =+ 3,757 26 35,363
Contribution by the
companies: e 5,657 5,539 53,247
Retirement benefit paid «---- (13,640) (14,199) (128,388)
Other «reerreeeereeeeees 180 178 1,694
Balance as of end
of the period ««++++ww--- ¥327,094 ¥321,274  $3,078,821
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The following table sets forth the funded and accrued
status of the plans, and the amounts recognized in the
consolidated balance sheets at March 31, 2018 and 2017
for the Company’s and the consolidated subsidiaries’
defined benefit plans:

Thousands of
Millions of yen U.S. dollars

[ 2018 [EPCITANN 2018 |

Defined benefit obligation

under funded plans «++-- ¥357,546 ¥357,832  $3,365,455
Plan asset at fair value - (327,094) (321,274)  (3,078,821)
30,452 36,557 286,634

Defined benefit obligation

under unfunded plans - 138,065 140,716 1,299,557
Net amount of liabilities and

assets for defined benefits on

consolidated balance sheet -+ 168,517 177,274 1,586,191
Net defined benefit liability -« 172,704 179,961 1,625,602
Net defined benefit asset- - (4,187) (2,687) (39,410)

Net amount of liabilities and assets
for defined benefits on
consolidated balance sheet - ¥168,517 ¥177,274  $1,586,191

The components of retirement benefit expenses for the
years ended March 31, 2018 and 2017 were outlined as
follows:

Thousands of
Millions of yen U.S. dollars

[ 2018 EPOYAEN 2013 |
Service cost -+ : ¥14,255 ¥14,504 $134,177
Interest cost =rereeeeeeeees 2,525 2,467 23,766

Expected return on

plan assets  «eeeeeeeeeeee (9,865) (9,828) (92,855)
Amortization of unrecognized

actuarial [ogg «+«xeeeereeeee 15,233 12,272 143,382
Amortization of unrecognized

prior service cost +++eeeee 13 47 122
Other ........................ 1 ,600 1 ,683 15’060
Retirement benefit expenses

for defined benefit plans -+ ¥23,762 ¥21,147 $223,663

The components of remeasurements of defined benefit
plans for the years ended March 31, 2018 and 2017 were
outlined as follows:

Thousands of

Millions of yen U.S. dollars
(2018 JNCOIVANEN 2018 |
Prior service cost «++++++++ ¥ 277 ¥ 47 $ 2,607
Actuarial loss : 15,439 11,028 145,321
Total wweeeeeee ¥15,717 ¥11,075 $147,938

Unrecognized prior service cost and unrecognized actuarial
gain/loss included in accumulated other comprehensive
income as of March 31, 2018 and 2017 were as follows:

Thousands of

The fair value of plan assets by major category, as a
percentage of total plan assets as of March 31, 2018 and
2017 were as follows:

[ 2018 [PV

Bonds ............................................. 46% 50%
Assets in general account e 22% 23%
Stocks 27% 26%
Other-«eeeeeeeeee - 5% 1%

- 100% 100%

Millions of yen U.S. dollars
| 2018 [NPOIVANEN 2018 |
Unrecognized prior
Service cost ++rrreeeees ¥ (101) ¥176 $ (950
Unrecognized actuarial loss 19,776 35,216 186,144
Total -eeee ¥19,675 ¥35,392 $185,193

The expected return on plan assets has been estimated
based on the current and anticipated allocation of plan
assets, and expected rates of long-term return on various
assets in each category.

The principal assumptions used in actuarial calculation were
as follows:

2017
DISCOUI’]t rates ................................. O-OOA)~1 .2% OO%,\,‘] 2%
Expected rates of long-term return on plan assets-+- 0.0%~3.3%  0.0%~3.3%

(b) Defined benefit plans (calculated in simple and
easy ways)
The changes in the defined benefit obligation by simple and
easy method during the years ended March 31, 2018 and
2017 were as follows:

Thousands of

Millions of yen U.S. dollars
[ 2018 [EPOIVEEN 2018 |
Balance as of beginning
of the period-«+-«-=xwwwxee ¥5,290 ¥5,233 $49,792
Retirement benefit expenses -+« 786 843 7,398
Retirement benefit paid -+ (544) (674) (5,120)
Contribution to the plans -+ (96) (113) (903)
Balance as of end
of the period ««««++wweee ¥5,436 ¥5,290 $51,167

The following table sets forth the funded and accrued
status of the plans, and the amounts recognized in the
consolidated balance sheets at March 31, 2018 and 2017
for the Company’s and the consolidated subsidiaries’
defined benefit plans calculated in simple and easy ways:

Thousands of
Millions of yen U.S. dollars

| 2018 [EPUITANN 2018 |

Defined benefit obligation

under funded plans ----- ¥1,750 ¥1,711 $16,472
Plan asset at fair valug - ¥(1,787) (1,734) (16,820)
(36) (23) (338)

Defined benefit obligation

under unfunded plans - 5,472 5,313 51,506
Net amount of liabilities and assets for

defined benefits on consolidated

balance shegf ««+++reeeeeeeeee 5,436 5,290 51,167
Net defined benefit liability -+ 5,473 5,326 51,515
Net defined benefit asset - (37) (36) (348)

Net amount of liabilities and assets
for defined benefits on
consolidated balance sheet - ¥5,436 ¥5,290 $51,167

Consolidated Financial
Statements

Retirement benefit expenses calculated in simple and easy
ways for the years ended March 31, 2018 and 2017 were

as follows:
Millions of yen Tﬂoé'sggﬁfrg
EEFTTEEE 207

¥786 ¥843 $7,398

(c) Defined contribution plans
Required contribution by the Company and its consolidated
subsidiaries for the years ended March 31, 2018 and 2017
were as follows:

Thousands of

Millions of yen U.S. dollars
2018 | 2017
¥1,837 ¥1,702 $17,291

16. Asset Retirement Obligations

(@) Overview of asset retirement obligations
With regards to decommissioning of specified nuclear
power units provided mainly in the “Act on the Regulation
of Nuclear Source Material, Nuclear Fuel Material and
Reactors,” related asset retirement obligations were
recognized. Paragraph 8 of the “Guidance on Accounting
Standard for Asset Retirement Obligations,” have been
applied to the assets corresponding to asset retirement
obligations concerning decommissioning of specified
nuclear power units, and based on the rules of the
“Ministerial Ordinance for Reserve for Decommissioning
Costs of Nuclear Power Units” (a ministerial ordinance by
the Ministry of Economy, Trade and Industry No. 30 issued
in 1989), the total estimate of decommissioning costs of
nuclear power units was recognized by the straight-line
method over the expected running period and safety
storage period of nuclear power units.

(b) The calculation method for the amounts of
asset retirement obligations
Assuming the expected periods of operation and storage
for safety of power supply facilities as provided mainly by
the “Ministerial Ordinance for Reserve for Decommissioning
Costs of Nuclear Power Units” (a ministerial ordinance by
the Ministry of Economy, Trade and Industry No. 30 issued
in 1989) as estimated utility periods, the amount of asset
retirement obligations is recognized by using the discount
rate of 2.3%.

(c) Increase/decrease in the total amount of asset
retirement obligations for the fiscal years
ended March 31, 2018 and 2017.

Thousands of
Millions of yen U.S. dollars

[ 2018 PPN 2018 |

Balance as of beginning 109754 ¥119.047  $1,136,615

of the period « e
Net changes B 256 806 2,409
Ending balance e ¥121,010  ¥120,754 _ $1,139,024
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17. Stock Options

At the Board of Directors meeting held on June 29, 2010, the
Company resolved to grant share subscription rights to its
directors as equity-settled share-based compensation type
stock option plans pursuant to the Companies Act.

Expenses related to stock options in the amount of ¥230
million ($2,164 thousand) and ¥241 million were recorded
under share-based compensation expenses of electric power
operating expenses for the years ended March 31, 2018 and
2017, respectively.

The stock options outstanding as of March 31, 2018 were
as follows:

2011 Stock Option 2012 Stock Option 2013 Stock Option

17 directorsof the 17 directors of the 16 directors of the
Individuals covered by ~ Companyand24 ~ Companyand23  Company and 24
the plan executive officers of  executive officers of  executive officers of
the Company the Company the Company

Type and numboer o shares 165,400 shares of 286,900 shares of 297,500 shares of

ggrec"gglfgh%pgga%e capital stock of the  capital stock of the  capital stock of the

subscription rights* Company Company Company
Date of grant August 2, 2010 August 1, 2011 August 1, 2012
Vesting conditions Not defined Not defined Not defined
Eligible service period  Not defined Not defined Not defined
; ‘ From August 3, 2010 From August 2, 2011 From August 2, 2012
Exercise period o August2 2035 toAugustl, 2036 to August1, 2037

2014 Stock Option 2015 Stock Option 2016 Stock Option

15 directorsofthe 15 directors ofthe 15 directors of the
Company (excluding  Company (excluding Company (excluding
Individuals covered by an outside director)  an outside director)  an outside director)

the plan and 24 executive  and 25 executive  and 23 executive
officers of the officers of the officers of the
Company Company Company

Type and numbe of shres 218,300 shares of 242,300 shares of 147,500 shares of

L;(i(grec\lgzuoef(ih%pghnatrhee capital stock of the  capital stock of the  capital stock of the

subscription rights* Company Company Company
Date of grant August 1, 2013 August 1, 2014 August 3, 2015
Vesting conditions Not defined Not defined Not defined
Eligible service period  Not defined Not defined Not defined
: ‘ From August 2, 2013 From August 2, 2014 From August 4, 2015
Exercise period foAugust 1, 2038 toAugustl 2039 to August 3, 2040

2017 Stock Option PRG0S

14 directors of the 13 directors of the
Company (excluding Company (excluding
Individuals covered by outside directors)  outside directors)

the plan and 27 executive  and 27 executive
officers of the officers of the
Company Company

Type and number of STRTES 495 400 gares of 162,900 shares of
(0 b issued upon te capital stock of the cap,ital stock of the

exercise of the share
subscription rights* Company Company
Date of grant August 1, 2016 August 1, 2017
Vesting conditions Not defined Not defined
Eligible service period  Not defined Not defined
. ‘ From August 2, 2016 From August 2, 2017
Exercise period toAugust1, 2041 to August 1, 2042

* Number of stock options is converted into number of shares.
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The change in the size of stock options was as follows:

Shares
2011 2012 2013
Stock Stock Stock
Option Option Option
Non-vested
as of March 31, 2017
- Outstanding -+ 22,100 61,800 99,600
Gramed ............ — —_ —
Forfeited-++ — — —
Vested - — 5,300 22,000
as of March 31, 2018
- Outstanding -+ 22,100 56,500 77,600
Vested
as of March 31, 2017
- Outstanding -+ — — —
Vested -+ — 5,300 22,000
Exercised --+eeee — 5,300 22,000
Forfeited -+ — — —
as of March 31, 2018
- Outstanding -+ — — —
Shares
2014 2015 2016
Stock Stock Stock
Option Option Option
Non-vested
as of March 31, 2017
- Outstanding -+ 96,400 145,600 127,300
Granted — — —
Forfeited ............ — — —
Vested e 16,400 32,500 21,800
as of March 31, 2018
- Outstanding -+ 80,000 113,100 105,500
Vested
as of March 31, 2017
- Outstanding -+ — — —
Vested -+ 16,400 32,500 21,800
Exercised - 16,400 32,500 21,800
Forfeited -+ — — —
as of March 31, 2018
- Outstanding -+ — — —
Shares
2017 Stock
Option Option
Non-vested
as of March 31, 2017
- Outstanding -+ 195,400 —
Granted — 162,900
Forfened ............ — —
Vested rreeeeeeees 34,800 _
as of March 31, 2018
- Outstanding -+ 160,600 162,900
Vested
as of March 31, 2017
- Outstanding =+ — -
Vested -+ 34,800 -
Exercised «-rreeee 34,800 —
Forfeited ............ — —
as of March 31, 2018
- Outstanding -+ — —

Unit price information is as follows:

Yen US.dollars Yen US.dollars Yen U.S. dollars
2011 Stock 2012 Stock 2013 Stock

Option Option Option
Exercise prigg ¥ 1$0009¥ 1 $0009¥ 1 §0009
Weighted average
EXEICISE riCg r+ewovevevevesssesees - — 1558 14.664 1558 14.664

Weighted average fair value per
stock at the granted date -+ 1,608 15135 821 7727 480 4518

Yen US.dollars Yen US.dollars Yen U.S. dollars
2014 Stock 2015 Stock 2016 Stock

Option Option Option
Exercise pricg s ¥ 1$0009¥%¥ 1 $0009¥ 1 $0009
Weighted average
EXBrCise prigg e rreereerees 1,558  14.664 1558 14.664 1558 14.664

Weighted average fair value per
stock at the granted date -+ 1229 11568 1,155 10871 1,713 16.123

Yen US. dollars Yen U.S. dollars

2017 Stock  BPAGERSIGTS
Option Option

Exercise pricg rorreesseeeeses ¥ 1.$0009¥% 1 $0.009
Weighted average
e 1,558 14664  — -

Weighted average fair value per
stock at the granted date -+ 1234 11615 1,415 13.318

The estimation method of the fair value of 2018 Stock Option
granted in the year ended March 31, 2018 is as follows:

I. The valuation technique used is the Black-Scholes Option
pricing model.

IIl. Assumption used:

Stock price volatility* 26.825%

Expected period*? 3.478 years

Expected cash dividend*3 ¥35 ($0.329) per share
Risk-free interest rate**  (0.072)%

*1.Stock price volatility is computed based on the past
stock prices during the period (From February 2014 to
August 2017) corresponding to the expected remaining
period (3.478 years).

*2.Estimation is made based on weighted-averaging of the
expected remaining service period of each individual to
whom subscription rights to shares were granted by the
number of subscription rights to shares granted, after
calculating the average age of leaving office for each
position over the past ten years.

*3.Actual cash dividend for the fiscal year ended March 31,
2017.

*4 Risk-free interest rate refers to yields of Japanese
government bonds corresponding to the expected
remaining period.

Estimation method of the number of vested stock options

Since it is difficult to estimate the number of stock options to be
forfeited in the future on a reasonable basis, the number of the
vested options reflects the number of options that have actually
forfeited.

Consolidated Financial
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18. Income Taxes

The significant components of deferred tax assets and liabilities
at March 31, 2018 and 2017 were as follows:

Thousands of
Millions of yen U.S. dollars

[ 2018 [EPCITANN 2018 |

Deferred tax assets:
Net defined benefit

liability e ¥ 50,229 ¥ 52271 $ 472,788
Intercompany profits - 26,473 26,612 249,181
Deferred revenues 23,838 25,729 224,378
Asset retirement obligations -+ 14,784 15,667 139,156
Tax loss carryforwards -+ 11,183 23,211 105,261
Other weeeeeeeee 95,560 91,281 899,472

222,069 234,774 2,090,257
Valuation allowance - (37,128) (39,114) (349,472)
Total deferred tax assets 184,941 195,659 1,740,785

Deferred tax liabilities:

Assets corresponding 1o asset
retirement obligations -+ ©114) (8,969) (76,374)

Valuation difference on available-

for-sale securities +++++++++- (2,737) (2,542) (25,762)
Other ........................... (963) (1 , 1 57) (9’064)
Total deferred tax liabilities: - (11,815) (12,668) (111,210)

Net deferred tax assets ¥173,126 ¥182,990  $1,629,574

The difference between statutory tax rates and the effective tax
rates reflected in the accompanying consolidated statements of
income was immaterial, and thus these figures were omitted.

19. Shareholders’ Equity

The Corporation Law of Japan (the “Law”) provides that

an amount equal to 10% of the amount to be disbursed

as distributions of capital surplus (other than the capital
reserve) and retained earnings (other than the legal reserve)
be transferred to the capital reserve and the legal reserve,
respectively, until the sum of the capital reserve and the

legal reserve equals 25% of the capital stock account. Such
distributions can be made at any time by resolution of the
shareholders, or by the Board of Directors if certain conditions
are met, but neither the capital reserve nor the legal reserve is
available for distributions.

The legal reserve of ¥62,860 million ($591,679 thousand) was
included in retained earnings in the accompanying consolidated
financial statements for the year ended March 31, 2018.
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20.Operating Expenses
Electric utility operating expenses for the years ended March 31,
2018 and 2017 were as follows:

Thousands of

Millions of yen U.S. dollars
| 2018 [Pl

Personngl eeeeeeeeeeeees ¥155,000 ¥149394  $1,458,960
Fugl-seererrrrrrerrreeeeeeeee 371,584 319,049 3,497,590
Maintenance ««««--+seeeeee 192,124 193,890 1,808,396
Subcontracting fees-«+-* 49,710 49,002 467,902
Depreciation ««+++++++++++ 199,998 204,106 1,882,511
Purchased power -+ 405,182 352,015 3,813,836
Taxes other than income taxes - 86,820 83,992 817,206
Other «rerrrrrrrrrrrreeeeeeees 303,331 267,254 2,855,148
Total oo ¥1,763,752  ¥1,618,706  $16,601,581

21. Research and Development Costs

Research and development costs for the years ended March
31, 2018 and 2017 were ¥8,648 million ($81,400 thousand) and
¥8,821 million, respectively.

22. Impairment Loss on Non-Current
Assets

(@) Grouping
I. Non-current assets in relation to electric power
operations include all assets ranging from power
generation to power sales, and generate cash flows as
a single unit, and hence these non-current assets are
regarded as one asset group.

. With regard to construction business and other
businesses, the grouping in relation to non-current
assets is described below.

* With regard to construction business, each
office, by which cash flows can be measured
independentlyindependently, is regarded as one asset
group.

* With regard to other businesses, each business and
location is regarded as one asset group.

lll. With regard to the non-current assets other than those
above, in principle, the grouping is based on each asset.

(b) Specific impairment loss on non-current assets
The impairment loss on non-current assets based on the
grouping above amounted to ¥14,920 million ($140,436
thousand). Among them, the significant impairment losses
on non-current assets are as follows:

Millions  Thousands of

Assets Location  Type of assets ofyen  US.dollars

Akita Thermal Power  Akita, Machinery ¥7 867 $74.049

Station Unit No.5 Akita etc.
Higashi-Niigata Thermal  Seiro, Machinery
Power Station UnitNo.5  Niigata etc. ¥6,682 $62,895

Taking the outlook for the power demand into
consideration, the Company decided to abolish in
September 2018 the plants mentioned above in September
2018, which were built as emergency power sources

Annual Report 2018

after Great East Japan Earthquake. Thus, the recovery of
investments to recovery ofin these assets was determined
to be difficult except for the amounts corresponding to
the equipment which can be diverted to the other plant,
and the book values of these assets were written down to
recoverable amounts, and the decreased amounts were
recognized as impairment losses on non-current assets.

The recoverable amounts are measured based on the net
sales values, which are assessed to be the memorandum
values since it is difficult to sell the remaining assets.

23. Contingent Liabilities

Contingent liabilities at March 31, 2018 and 2017 were as
follows:

Thousands of

Millions of yen U.S. dollars
VAN 2018 |
Guarantees of bonds and loans
of other companies:
Japan Nuclear Fuel Limited -+ ¥ 63,547 ¥ 68,771 $598,145
The Japan Atomic Power
Company and other companies: - 10,691 11,207 100,630
Guarantees of housing loans
for employegg «++erereeee n 106 668
Guarantees for transactions of
affliates and other companies - 3,714 4,468 34,958
Recourse under debt
assumption agreements - 100,000 229,700 941,265

24. Amounts Per Share

Basic net income per share is computed based on the net
income available for distribution to shareholders of capital stock
and the weighted-average number of shares of capital stock
outstanding during the year. Diluted net income per share is
computed based on the net income available for distribution

to the shareholders and the weighted-average number of
shares of capital stock outstanding during the year assuming
full conversion of the convertible bonds. Net assets per share
are computed based on the net assets available for distribution
to the shareholders and the number of shares of capital stock
outstanding at the year end.

The amounts per share for the years ended March 31, 2018 and
2017 were as follows:

yen U.S. dollars
Years ended March 31, m 2017 m
Net income:
Basic rrrrrrrerreeeeeeeees ¥94.61 ¥140.10 $0.890
[B]][V17=Te IERRRRRRRRRRRRRRRRRE 89.60 132.86 0.843
Cash dividends applicable
tothe year -« ¥40.00 ¥35.00 $0.376
yen U.S. dollars
At March 31, [ 2018 [Nl
Net assets «eweveeeeeees ¥1,463.42  ¥1,302.24 $13.774

25. Consolidated Statements of
Comprehensive Income

The components of other comprehensive income for the years
ended March 31, 2018 and 2017 were as follows:

Thousands of

Millions of yen U.S. dollars
2017 I
Valuation difference on
available-for-sale securities:
Amount recorded during
the fiscal year = ¥ 556 ¥ 3,006 $ 5,233
Reclassification
adjustments oo 44 381 414
Before income tax effect: - 601 3,387 5,657
Income tax effect-+- (161) (850) (1,515)
Valuation difference on available-
for-sale securitigg «+++++++++ 440 2,537 4,141
Deferred gains on hedges:
Amount recorded during
the fiscal year =+ 179 1,632 1,684
Reclassification
adjustments «+-eeeeeee 816 913 7,680
Asset at cost adjustments -+ (147) (1,335) (1,383)
Before income tax effect -+ 848 1,210 7,981
Income tax effect: (237) (338) (2,230)
Deferred gains on hedges - 611 871 5,751

Foreign currency
translation adjustments:

Amount recorded during
the fiscal year =+ 496 (377) 4,668

Remeasurements of
defined benefit plans:

Amount recorded during

the fiscal year -« 440 (1,252) 4,141
Reclassification

adjustments «e-eeeeeee 15,277 12,328 143,797

Before income tax effect: - 15,717 11,075 147,938

Income tax effect:-+ (4,364) (3,057) (41,076)
Remeasurements of

defined benefit plans -+ 11,352 8,018 106,852

Share of other comprehensive
income of entities accounted
for using equity method:
Amount recorded

during the fiscal year -+ (0) 2 (6)
Total other comprehensive
inCome «weereereeeeeeees ¥12,900 ¥11,051 $121,423

Consolidated Financial
Statements
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26. Segment Information

(a) Overview of reportable segments

The reportable segments of the Company and its consolidated subsidiaries are those units for which separate financial statements can
be obtained among the constituent units of the Company and its consolidated subsidiaries and which are regularly examined by the

Management Committee for decisions on the allocation of management resources and for assessing business performance.

The Company and its consolidated subsidiaries have operations as an energy service conglomerate with a core of electric power business.

The Company and its consolidated subsidiaries consist of segments based upon energy services and thus the Company designates two
segments,: the electric power business and the construction business,s as reportable segmentst. The electric power business segment
involves the electric power supply business. The construction business segment consists of business related to the construction of
electrical, telecommunication facilities and buildings, civil engineering, the design and manufacture of electricity supply facilities, and

business related to the research, survey and analysis concerning environment preservation.

(b) Basis for calculating sales, profit and loss, assets and other items by reportable segment
The method for accounting process of reportable segments is equivalent to the method described in Note 1 “Summary of Significant
Accounting Policies.” Segment performance is evaluated based on operating income or loss. Intersegment sales recorded are based on

the third party transaction prices.

(c) Information on amounts of sales, profit or loss, assets and other items by reportable segment
The segment information of the Company and its consolidated subsidiaries for the years ended March 31, 2018 and 2017 were

summarized as follows:

Millions of yen
Reportable segment
Electric power  Construction Reconciling ~ Consolidated

Year ended March 31, 2018 business business Subtotal Other Total item* total
Net sales:

(1) Net sales to external customers -+ ¥1,854,398 ¥128,903 ¥1,983,302 ¥ 88,077 ¥2,071,380 ¥ - ¥2,071,380

(2) Netintersegment sales  +«+ereeeee 3,208 159,503 162,711 130,423 293,135 (293,135) —
Total wrreererrrere 1,857,606 288,407 2,146,014 218,501 2,364,516 (293,135) 2,071,380
Segment profit ¥ 84,087 ¥ 15,129 ¥ 99,217 ¥ 10,716 ¥ 109,934 ¥ (2,268) ¥ 107,665
Segment assets o ¥3,890,474 ¥243,773 ¥4,134,247 ¥372,563 ¥4,506,811 ¥(284,648) ¥4,222,163
Other items:

Depreciation <« ¥ 207,156 ¥ 3,643 ¥ 210,800 ¥ 18,922 ¥ 229,722 ¥ (7,706) ¥ 222,016
Increase in property, plant, equipment

and intangible assets «+««eeeeeeeeeeeee ¥ 279,291 ¥ 5,409 ¥ 284,700 ¥ 18,750 ¥ 303,451 ¥ (9,402 ¥ 294,049

Millions of yen
Reportable segment
Electric power  Construction Reconciling ~ Consolidated

Year ended March 31, 2017 business business Subtotal Other Total item* total
Net sales:

(1) Net sales to external customers -+ ¥1,727,228 ¥138,043 ¥1,865,271 ¥ 84,312 ¥1,949,584 ¥ - ¥1,949,584

(2) Netintersegment sales  +«+w+eeeee 3,047 158,822 161,870 130,785 292,655 (292,655) —
Total «eeeeeeereeee - 1,730,275 296,865 2,027,141 215,008 2,242,240 (292,655) 1,949,584
Segment profit -+ ¥ 101,265 ¥ 16,633 ¥ 117,899 ¥ 14,429 ¥ 132,328 ¥ (1,905) ¥ 130422
Segment assets ¥3,826,844 ¥243,796 ¥4,070,641 ¥361,229 ¥4,431,871 ¥(285,942) ¥4,145928
Other items:

Depreciation e ¥ 211,108 ¥ 4357 ¥ 215466 ¥ 18,049 ¥ 233516 ¥ (7492 ¥ 226,024
Increase in property, plant, equipment

and intangible assets -+« e ¥ 274613 ¥ 6,09 ¥ 280,708 ¥ 20,213 ¥ 300,921 ¥ (8,89) ¥ 292,025
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Thousands of U.S. dollars

Reportable segment

Electric power  Construction Reconciling  Consolidated

Year ended March 31, 2018 business business Subtotal Other Total item* total
Net sales:

(1) Net sales to external customers -+ $17,454,800 $1,213,318 $18,668,128 $ 829,038 $19,497,176 $ — $19,497,176

(2) Net intersegment sales <+ 30,195 1,501,346 1,531,541 1,227,626 2,759,177 (2,759,177) —
Total «roeerrrrrrerr - 17,484,996 2,714,674 20,199,679 2,056,673 22,256,362 (2,759,177) 19,497,176
Segment profit - b 791,481 b 142,403 b 933,894 3 100,865 1,034,770 $  (21,347) 1,013,413
Segment assets e 536,619,672 52,294,550 $38,914,222 $3,506,805 342,421,037 $(2,679,292) 39,741,745
Other items:

Depreciation e $ 1,949,887 $ 34,290 $ 1,984,186 $ 178,106 $ 2,162,292 $  (72,533) $ 2,089,759
Increase in property, plant, equipment

and intangible assets <« xereeeeeeeeee $ 2,628,868 $ 50,913 $ 2,679,781 $ 176,487 $ 2,856,278 $ (88,497) $ 2,767,780

* Reconciling item includes eliminations of intersegment transactions and other factors.
(Related information)

(a) Information by product and service:
This information is omitted, since similar information is described above.

(b) Information by area:
|. Net sales

This information is omitted, since sales to external customers in Japan exceed 90% of net sales on the consolidated statements of

income.
Il. Property, plant and equipment

This information is omitted, since amount of property, plant and equipment in Japan exceedsd 90% of property, plant and equipment on

the consolidated statements of of the balance sheet.

(c) Information by major customer:

Disclosure is omitted, since there are no customers to whom sales exceed 10% of net sales on the consolidated statements of income.

(Information on impairment loss on non-current assets by reportable segment)

Years ended March 31,

Thousands of

Millions of yen U.S. dollars
2017*!
EIECITIC POWET DUSINESS «+++r v sserersssss et ¥14,608 - $137,500
CONSHUCHON DUSINESS ++++#+#+++ 41000t ¥ 110 - $ 1,035
ONEr DUSINESSES 2+ +vv v rerrneeertn ettt ¥ 201 — $ 1,891
TOHBI ++++++srremess e ¥14,920 - $140,436

*1.In the year ended March 31, 2017, this information was of less importance, and thus these figures
*2.The amount of other businesses pertained only to manufacturing business.

(Information on amortization of goodwill and amortized balance by reportable segment)
None applicable

(Information on gain on negative goodwill by reportable segment)
None applicable

were omitted.
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27. Related Party Transactions

Significant transactions of the Company with directors, audit & supervisory board members for the years ended March 31, 2018 and 2017 were
as follows:

Satoshi Seino (Outside Director of the Board)

Thousands of

Millions of yen U.S. dollars
2018 | 2017 2018 |
Transactions:
Payment of Membership dUes -« ««-«-xssesresesesssii _ Y15 _
BaAANGCES  #rrrrrrrrrrrrrrrr e e s e et e ettt _

Satoshi Seino, who was an outside Director of the Board, was also concurrently the Chairman of Tohoku Tourism Promotion Organization. The
Company paid the membership due to the organization as the Company assents the activity purpose.

Takashi Sasaki (Standing Audit & Supervisory Board Member)

Thousands of

Millions of yen U.S. dollars
EETTEEE o EEESTEE
Transactions:
Exercise of stock OptiOnS .............................................................................. _ ¥o4 o
BAlQnNCES  +++vverrsrrerssermnnsermunt it o _ -

Takashi Sasaki, who was a Standing Audit & Supervisory Board Member of the Company, exercised stock option granted.

28. Subsequent Event

The following appropriations of retained earnings, which have not been reflected in the accompanying consolidated financial statements, were
approved at a meeting of the shareholders of the Company held on June 27, 2018:

Thousands of
Millions of yen U.S. dollars

Year-end cash dividends
(¥20 - US$O1 88 per share) ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ ¥9,981 $93,947

Annual Report 2018

Consolidated Financial
Statements

s

Ernst & Young ShinNihon LLC Tel:+81 3 3503 1100
Hibiya Kokusai Bldg. Fax:+81 3 3503 1197
2-2-3 Uchisaiwai-cho, Chiyoda-ku www.shinnihon.or.jp

. Tokyo 100-0011, J
Building a better orye apan
working world

Independent Auditor’s Report

The Board of Directors
Tohoku Electric Power Company, Incorporated

We have audited the accompanying consolidated financial statements of Tohoku Electric Power Company,
Incorporated and its consolidated subsidiaries, which comprise the consolidated balance sheets as at March
31, 2018, and the consolidated statements of income, comprehensive income, changes in equity, and cash
flows for the year then ended and a summary of significant accounting policies and other explanatory
information, all expressed in Japanese yen.

Management's Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. The purpose of an audit of the consolidated financial statements is not to express an opinion on
the effectiveness of the entity’s internal control, but in making these risk assessments the auditor considers
internal controls relevant to the entity’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated financial
statements.

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Tohoku Electric Power Company, Incorporated and its consolidated
subsidiaries as at March 31, 2018, and their consolidated financial performance and cash flows for the year
then ended in conformity with accounting principles generally accepted in Japan.

Convenience Translation

We have reviewed the translation of these consolidated financial statements into U.S. dollars, presented
for the convenience of readers, and, in our opinion, the accompanying consolidated financial statements
have been properly translated on the basis described in Note 2.

Ernid & Yrrg Sfinni fom LLC
Tokyo, Japan

A member firm of Ernst & Young Global Limited
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Non-Consolidated Balance Sheets (Unaudited)

Tohoku Electric Power Co., Inc.
March 31

Assets

Property’ plant and equipment ......................................................
LeSS aCCUmUlated depreciation ...................................................
PrOpeI’ty, plant and equ'pment, net ................................................

Nuclear fuel:
Loaded nUClear fue| .....................................................................
NUClear fue| in processing ............................................................
Tota| nUClear erl ...........................................................................

Investments in and advances to:
Subsidiaries and afﬁ”ates ............................................................
Other .......................................................................................
Total investments and advances ~+++-rrrrrrrrrrrrrrrrsrrr

Deferred tax assets .....................................................................
other assets ..............................................................................

Current assets:
Cash and deposits .....................................................................
Accounts receivable, less allowance for doubtful accounts — -«weweeeeeeee
oé[her aCCOUﬂtS reCeiVable ............................................................
Short—term investments ...............................................................
Fuel and Supp“es ........................................................................
Deferred taX assets .....................................................................
Other CUITent @ssets  «+osssrrsrsesssrrrrsrsrsssss s

Total Current assets ........................................................................

TOtal ASSELS  wvvrrrrre e

Thousands of

Millions of yen U.S. dollars
L2018 2017 L2018

¥8,899,934 ¥8,771,452 $83,771,969
(6,064,166) (5,958,995) (57,079,875)
2,835,767 2,812,457 26,692,083
34,729 34,729 326,891
125,248 114,471 1,178,915
159,977 149,201 1,505,807
195,268 194,217 1,837,989
92,170 95,269 867,564
287,439 289,487 2,705,562
77,344 80,500 728,012
10,161 8,489 95,641
93,925 139,096 884,083
150,552 135,399 1,417,093
114,958 95,944 1,082,059
50,500 — 475,338
48,665 42,063 458,066
50,238 55,094 472,872
26,941 31,107 253,586
535,783 498,706 5,043,138
¥3,906,474 ¥3,838,843 $36,770,274

(U.S. dollar amounts are translated from yen, for convenience, at the rate of ¥106.24 = U.S. $1.00, the approximate rate of exchange at March 31, 2018.)
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Liabilities and net assets
Long_term debt ...........................................................................

Provision for retirement beneﬁts ..............................................
Reserve for restoration costs of natural disaster -------------oooeeeeeeeeeens
Asset retirement Obligations .........................................................

Current liabilities:
Current portion of non-current liabilities
Commercial [oY:1o7= - RRLLLLLLLLTI LTI IR AN AR L PP RRRTIIIERER
ACCOUNES Pay@DIE  +rrrerrrrrrerese sttt
ACCrUed income taXeS ...............................................................
Accrued expenses
Other adVanCeS ........................................................................
Reserve for restoration costs of natural disaster —«««eoeeeeeeeeereeeeeeeees
Asset retirement obligations
Other current liabilities — «-++-+-
Total Current |IabI|ItIeS .....................................................................

Reserve for fluctuation in water levels

Net assets :
Shareholders’ equity :
Capital stock, without par value:
Authorized — 1,000,000,000 shares
Issued — 502,882,585 shares «wrerrrrrrrerese e
Capital SUrplUS ==-----rrrrrrrrreree
Retained earnings
Treasury shares, at cost; 3,804,644 shares in 2018 and
3,914,835 Shal’eS in 2017 ......................................................
Tota| ShareholderS' eun[y .........................................................
Valuation, translation adjustments:
Valuation difference on available-for-sale securities ==« «=xeoeerereeeees
Deferred 10SSes 0N Nedges  «rrwwwwwwrrsrrrrsssssssssssssee
TOtaI Valuation, trans|ation adeStmentS .......................................

SUbSCrIptIOn rlghts to Shal’eS .........................................................
TOtAl NET ASSETG v v v v v e e ettt et

Total liabilities and net @assets  +++rrrrrrrrrrrrrrrrrrr s

Non-Consolidated Financial

Statements

March 31, Thousands of
Millions of yen U.S. dollars
mﬂ_ 2017 2018

¥2,090,432 ¥2,218,128 $19,676,506
121,288 114,604 1,141,641
4,987 5,034 46,940
120,359 118,793 1,132,897
366,363 254,373 3,448,446
18,000 19,000 169,427
119,440 110,221 1,124,246
4,326 — 40,719
87,597 79,169 824,519
263,221 239,263 2,477,607
135 309 1,270

9 1,343 84

72,365 64,753 681,146
931,461 768,434 8,767,516
1,100 — 10,353
251,441 251,441 2,366,726
26,657 26,657 250,913
360,295 338,535 3,391,330
(7,184) (7,402) (67,620)
631,210 609,232 5,941,359
5,949 5,619 55,995
(1,272) (1,883) (11,972)
4,677 3,735 44,022

957 879 9,007
636,845 613,847 5,994,399
¥3,906,474 ¥3,838,843 $36,770,274

(U.S. dollar amounts are translated from yen, for convenience, at the rate of ¥106.24 = U.S. $1.00, the approximate rate of exchange at March 31, 2018.)
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Non-Consolidated Statements of Income (Unaudited)

Tohoku Electric Power Co., Inc.
Years ended March 31,

oPerati NG FEVENUE  +rwtrr e e srrsrs e sttt sttt sttt

Operating expenses :
Personne| eXpenSeS ..................................................................
Fuel ..........................................................................................
Purchased pOWer ........................................................................
Malntenance ..............................................................................
DEPreciation =« rrrsssrssrrssr s
TaXeS, etC. .................................................................................
Subcontracting feeS .....................................................................
Levy under Act on Purchase of Renewable Energy Sourced Electricity «--+
Other .......................................................................................

oPerating TIICOIMIE - v v e e st r ettt

Other expenses (income):
|nterest and d|V|dend Income ......................................................
|nterest expenses ........................................................................
Ga|n on Sa|eS Of SeCUrItIeS ............................................................
Impairment |0SS ON NON-CUITENt ASSELS  wrrrrrrrrrrrrrreeeemme e
Other, net .................................................................................

Income before special item and income taxes «-«-«ocooovorerereieeens

Special item:
Provision of reserve for fluctuation in water level «-woeeeeeereeeeeeeeeees
|ncome before inCOme taxes .........................................................

Income taxes :
CUITEINT ##reeseemsrrs sttt
Deferred ....................................................................................

Net income .................................................................................

Thousands of

Millions of yen U.S. dollars
[ 2018 2017 [ 2018 |

¥1,869,361 ¥1,738,662 $17,595,641
152,678 147,094 1,437,104
359,910 309,470 3,387,707
450,914 391,343 4,244,295
189,634 192,275 1,784,958
203,358 206,691 1,914,137
81,696 79,119 768,975
50,703 49,952 477,249
158,714 137,472 1,493,919
139,349 125,129 1,311,643
1,786,961 1,638,549 16,820,039
82,399 100,113 775,592
(6,457) (7,460) (60,777)
21,481 23,927 202,193
(5,522) - (51,976)
14,608 - 137,500
(175) 3,163 (1,647)
23,034 19,630 225,282
58,465 80,483 550,310
1,100 — 10,353
57,364 80,483 539,947
7,888 5,440 74,246
7,656 15,132 72,063
15,544 20,572 146,310
¥ 41,820 ¥ 59910 $ 393,637

(U.S. dollar amounts are translated from yen, for convenience, at the rate of ¥106.24 = U.S. $1.00, the approximate rate of exchange at March 31, 2018.)
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Non-Consolidated Statements of Changes in Equity (Unaudited)

Tohoku Electric Power Co., Inc.

Years ended March 31, 2018

Balance at April 1, 2017
Dividends of surplus -
Net income
Purchases of treasury shares -
Disposal of treasury shares =+
Net changes in items other than

shareholders’ equity:++++++*

Balance at March 31,2018 -+

Balance at April 1, 2016 -+
Dividends of surplug =+«
Netingome «eseeseerssemssessnns
Purchases of treasury shares -
Disposal of treasury shares =+
Net changes in items other than

shareholders’ equity:++++++-+*

Balance at March 31,2017 -

Balance at April 1, 2017 -+
Dividends of surplug ===+
Netincome «eeereesresmemsminnnnes
Purchases of treasury shares -
Disposal of treasury shares -+
Net changes in items other than

shareholders equity-++----

Balance at March 31,2018 -

Years ended March 31, 2018

Shareholders' equity

Valuation, translation adjustments

Valuation
Total difference on Total valuation
Retained shareholders’ avallable-for-sale Deferred losses and translation  Subscription Total
Capital stock ~ Capital surplus eamings  Treasury shares equity securities on hedges adjustments  rights to shares ~ net assets
(Millions of yen)
¥251,441 ¥26,657 ¥338,535 ¥(7,402) ¥609,232 ¥5,619 ¥(1,883) ¥3,735 ¥879 ¥613,847
(19,961) (19,961) (19,961)
41,820 41,820 41,820
(37) (37) 37
(99) 256 157 157
330 611 941 7 1,019
¥251,441 ¥26,657 ¥360,295 ¥(7,184) ¥631,210 ¥5,949 ¥(1,272) ¥4.677 ¥957 ¥636,845

Years ended March 31, 2017

Shareholders’ equity

Valuation, translation adjustments

Valuation
Total difference on Total valuation
Retained shareholders’ available-for-sale Deferred losses  and translation  Subscription Total
Capital stock  Capital surplus earnings  Treasury shares equity securities on hedges adjustments  rights to shares ~ net assets
(Millions of yen)
¥251,441 ¥26,657 ¥ 293,663 ¥(7,169) ¥564,593 ¥3,195 ¥(2,754) ¥440 ¥736 ¥565,770
(14,975) (14,975) (14,975)
59,910 59,910 59,910
(397) (397) (397)
(62) 163 101 101
2,423 871 3,295 143 3,438
¥251,441 ¥26,657 ¥338,535 ¥(7,402) ¥609,232 ¥5,619 ¥(1,883) ¥3,735 ¥879 ¥613,847

Years ended March 31, 2018

Shareholders’ equity

Valuation, translation adjustments

Valuation
Total difference on Total valuation
Retained shareholders’ available-for-sale Deferred losses  and translation  Subscription Total
Capital stock ~ Capital surplus eamings  Treasury shares equity securities on hedges adjustments ~ rights to shares ~ net assets
(Thousands of U.S. dollars)

$2,366,726 $250,913  $3,186,511 $(69,672) $5,734,487 $52,889 $§(17,724) $35,156 $8273 5,777,927
(187,885) (187,885) (187,885)
393,637 393,637 393,637
(348) (348) (348)
(931) 2,409 1,477 1,477
3,106 5,751 8,857 724 9,591

$2,366,726 $250,913  $3,391,330 $(67,620)

$5,041,359 $55005  G(11,072)  $44022

$9,007  $5,994,399

(U.S. dollar amounts are translated from yen, for convenience, at the rate of ¥106.24 = U.S. $1.00, the approximate rate of exchange at March 31, 2018.)
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Energy Mix and Power Stations

Power Source Composition 12

less than 1%

1 OO% r m m ! i * # *
— " i Before FY2014
12% 8% 8% | o
21% 21% 26% : e . 1 E B coal
80% . ! o
i ! oil
6% - 3% \h‘ B i luclear
| - 34% 34% 1 —
379 : [ New Energy
| 36% o,
22% ! 38% 36%
60% r 23% 209 41% E o
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— I —_ - //" o i M mgzgm i
0% | ~o : i oo
: Gas
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38% 349 37%] ! HHEE Nuctear
28% E m Eglr::x:egglle energy
20% - -
1 HH Jrex
o e i Others
13% 13% 13% 12% o 13% 14% i |
11% | o
o . . . . N TN e
° 1
2008 2009 2010 2011 2012 2013 2014 ' 2015 2016 2017 (FY)

*1  From FY2015, the power source composition is based on "Guidelines Concerning the Management of the Electricity Retail Business."
*2 Before FY2014, the power source composition is based on generated power. The details are as follow : Purchased Power is included.
New Energy includes Wind , Solar , Biomass , Waste and Geothermal.

Electric Power Development Plan

Major Generation Facilities

Name of Unit N Authorci:zed . Con&mencemerlwt of ol Locati
. ni aximum Capaci ommercia ue ocation
Power Station (VW) pacity Operation
Hachinohe No.5 416 Aug. 2014 Gas Hachinohe, Aomori
. No.1 600 May 1993 . )
Nosh | Noshiro, Ak
oshiro No.2 600 Dec. 1994 Coal oshiro, Akita
No.2 350 Feb. 1972 H oi
eavy Qil *
Akita No.3 350 Nov. 1974 Crude Oil Akita, Akita
No.4 600 Jul. 1980
No.5* 333 Jun. 2012 Gas Oil
Sendai No.4 468 Jul. 2010 Gas Shichigahama, Miyagi
Dec. 2015
. . _ ) i Mivaai
Shin-Sendai No.3 Series 1,046 Jul 2016 Gas Sendai, Miyagi
. No.1 1,000 Jul. 1997 Minamisoma
h ¢ )
Thermal  aramachi No.2 1,000 Jul. 1998 Coal Fukushima
No.1 600 Apr. 1977
No.2 600 Jun. 1983
. Dec. 1984
No.3 Series 1,210 Oct 1985
Higashi-Niigata ) Jul. 1999 Gas Seiro, Niigata
No.4 Series 1,700 Dec. 2006
No.5* 339 Jun. 2012
Minato No.1 350 Nov. 1972
Minato No.2 350 Nov. 1975
. No.4* 250 Aug. 1969 . "
Niigata No .5 Series 109 Jul 2011 Gas Niigata, Niigata

*Akita No.5, Higashi-Niigata No.5 and Niigata No.4 will be abolished in September 2018

Name of
Power Station

N Author(i:zed .
aximum Capaci
(MW)p Y

Commencement of
ommercial Operation Type

Location

Name of Plant

Generating Capacity

Commencement of

Commencement of

(MW) Construction Commercial Operation
Noshiro Unit No.3 600 Jan. 2016 Jun. 2020
Thermal Joetsu Unit No.1 572 May 2019 Jun. 2023
Awashima Unit No.7~10 Total 0.9 Sep. 2014 Dec. 2017 ~ Oct. 2019
Nuclear Higashidori Unit No.2 1,385 (Not yet determined) (Not yet determined)
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Yakuwa 60.3 Mar. 1958 Dam and conduit Tsuruoka, Yamagata
Hondoji 75.0 Jun. 1990 Dam and conduit Nishikawa, Yamagata
Honna 78.0 Aug. 1954 Dam Kaneyama, Fukushima
Hydro* Uwada 63.9 Mar. 1954 Dam Kaneyama, Fukushima
v Numazawa No.2 460.0 May. 1982 Pumped storage Kaneyama, Fukushima
Miyashita 94.0 Dec. 1946 Dam and conduit Mishima, Fukushima
Yanaizu 75.0 Aug. 1953 Dam Yanaizu, Fukushima
Toyomi 61.8 Dec. 1929 Dam Aga, Niigata
*with a capacity of more than 60,000kW
Name of Unit N _Author(i:zed " Corgmencem_erln of Locati
; ni aximum Capaci ommercia ocation
Power Station (MW) pacity Operation
(Geothermal)
No.1 50.0 May 1978 ) -
Kakkonda No 2 300 Mar. 1996 Shizukuishi, lwate
Uenotai No.1 28.8 Mar. 1994 Yuzawa, Akita
New Sumikawa No.1 50.0 Mar. 1995 Kazuno, Akita
Energy Yanaizu-Nishiyama No. 1 30.0 May 1995 Yanaizu, Fukushima
(Solar)
Hachinohe 1.5 Dec. 2011 Hachinohe, Aomori
Sendai 2.0 May 2012 Shichigahama, Miyagi
Haramachi 1.0 Jan. 2015 Minamisoma, Fukushima
Rated Generating
Name of ; : Commencement of -
Power Station Unit C?'ae\}\%ty Commercial Operation 1eactor Type Location
No.1 524 Jun. 1984 o Mivagi
nagawa, Miyagi
Nuclear Onagawa No.2 825 Jul. 1995 BWR Ishin%maki, M|yyag|
No.3 825 Jan. 2002
Higashidori No.1 1,100 Dec. 2005 BWR Higashidori, Aomori
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Non-consolidated Corporate Data
Tohoku Electric Power Co., Inc.

(as of March 31, 2018)

Power Supply Network

77

Registered Head Office 1-7-1 Honcho, Aoba-ku, Sendai, Miyagi 980-8550, Japan

URL: http://www.tohoku-epco.co.jp

Date Established May 1, 1951

Paid-in Capital ¥251,441 million

Common Stock Authorized: 1,000,000,000 shares

Issued: 502,882,585 shares

Common Stock Price Range

Major Facilities

(Consolidated basis) (as of March 31, 2018)

Kitahon HVDC Link

(Tokyo Stock Exchange) FY2017 FY2016 Shimokita . L
High Low High Low Power Stations (Total) 260 19,124 MW Higashidori Nuclear
First quarter ¥1678 Y1468 Y1472 ¥1,002 Hydro 227 2,555 MW f
Second quarter ¥1,565 ¥1,420 ¥1.403 ¥1,191 (T:C?JQI“% temal combuston) 13 13,053 MW
Third quarter ¥1,5682 ¥1,424 ¥1,563 ¥1,214 Renewable 18 241 MW ) 1/ -
Fourth quarter ¥1,516 ¥1,293 ¥1,535 ¥1,369 Nuclear 5 3.074 MW Kita-Tsugaru Kanikita
Cash Dividends FY2017 FY2016 Transmission Facilities
Interim ¥20.00 ¥15.00 Line Length 15,281 km Hachinohe Thermal
Year-end ¥20.00 ¥20.00 Circuit Length 24,945 km
Total ¥40.00 ¥35.00 Supports 58.307
:3::;:: g: i:frem'ders 177,023 — Substations 630 76,811 MVA Noshiro O
ployees 12,839 (Not including on loan or leave) Distribution Facilities
Transfer Agent Mitsubishi UFJ Trgst ar_wd Banking Corporation Line Length 147,583 km
1-4-5, Marunouchi, Chiyoda-ku, Tokyo 100-8212, Japan Cirouit Length 586,638 km Noshiro
Supports 3,116,413 Sumikawa A
Geothermal R NN
) ) R Akita Akita Shizukuis
Facts and Flgures about Main Subsidiaries (as of March 31, 2018) A Major hydroelectric power station (60 MW or more) Thermal A 7 ‘\
Company DaFe of Equity Ownership Pa_lic_i-in Capital A Thermal, geothermal or nuclear power station (including affiliates’ facilities) '
Establishment (%) (Millions of yen) A Other company's power station Miyako
®  eior substaon ,
Sakata Kyodo Power Co., Ltd. Apr. 2,1973 100.0 25,500 Other company's maior substation . Hg:%;:r%
Tohoku S.ustinable & Renewable Energy Co., Inc Jan. 26, 1953 96.1 5,270 B Other company's AC/DC converter station Sakata Thermal Ggoiﬂg% al N
* Joban Joint Power Co., Ltd. Dec. 23, 1955 491 56,000 ®  Major switching station (Sakata Kyodo Power) \
* Soma KyOdO Power Co., Ltd. Jun. 1,1981 50.0 112,800 [ ] Other company's major switching station Tobishima Ofunato
= Transmission ine (500 KV Thermal
YURTEC CORPORATION Oct. 10, 1944 41.8 7,803 me= Transmission line (275 kV)
Tohoku Electric Power Engineering & Construction Co., Inc. Feb. 1,1959 100.0 1,000 = Meajor transmission line (154 kV)
Nihonkai LNG Co., Ltd. Aug. 26, 1978 42.3 12,000 Awashimg - Sh'”omak'
Tohoku Natural Gas Co., Jul. 8,1993 55.0 STV Qnagawa
rigashiNigata A Sendai Thermal
Tohoku Intelligent Telecommunication Co., In Oct. 27, 1992 100.0 10,000 Ryotsu Thermal TQin—SeIndai
Tohoku Information Systems Co., Inc Jun. 5,1954 100.0 96 Akawa . A Thermal Kita-Niigata erma
. Thermal 9
5. Other Businesses A © sado Nllgata
Kitanihon Electric Cable Co., Ltd. Jul. 11, 1946 60.8 135 hermal

* Equity method applied affiliates
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Tsuru no Mai Bridge

The elegant Tsuru no Mai Bridge, which spans Tsugaru
Fujimi Lake, is an unforgettable sight. With its three gentle
arches and Mt. lwaki in the background, it resembles a
crane in flight. It is said that if you walk across the bridge
you will enjoy a long life.

The 300-meter wooden bridge, the longest triple-arch
bridge in Japan, was completed on July 8, 1994. It is now
a symbol of the town of Tsuruta, famous as the home of
the red-crowned crane, as well as a place of international
cultural exchange.

Tsuru no Mai Bridge’s personality shifts with the changing
seasons, and even the time of day. The spectacular
scene of the bridge emerging with the dawn, and its
orange and red glow at sunset, draws visitors from all
over Japan and the world.

Tohoku Electric Power Co., Inc.

1-7-1 Honcho, Aoba-ku, Sendai, Miyagi 980-8550, Japan
Telephone: +81-(0)22-225-2111

Facsimile: +81-(0)22-225-2550

URL: http://www.tohoku-epco.co.jp
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