Financial Review (Consolidated Basis)

Operating Results

Electricity sales (retail) decreased due to the ohpéintensified competition resulting from libéization of
retail electricity market. On the other hand, theant of electricity (wholesale) sold outside themefectures
in Tohoku and Niigata Prefecture increased. As@atiensolidated operating revenue for the yededrMarch
31, 2020 (fiscal 2019) rose ¥2.0 (US$18 million)idm or 0.1% year-on-year to ¥2,246.3 billion (L28$641
million).

In addition, consolidated operating revenue inctu@495.9 billion (US$4,557 million), total of grambhder
act on purchase of renewable energy sourced eliégtind surcharge for promoting renewable eneogyced
electricity based on Feed-in Tariff Scheme for resi@e energy and the self-contracted portion due to
introduction of the indirect auction. As this icoeded in expenses as well, it does not affecitCbmpany's
income.

Ordinary income increased ¥34.2 billion (US$31Hion) or 52.1% to ¥99.9 billion (US$918 millionyVhile
the volume of electricity (retail) sales declindtk fuel cost reduced due to the launch of operdtio Noshiro
Thermal Power Station No.3 and our efforts to furthgrove productivity and efficiency as our corgi@r group
companies, as well as the impact of the time latp@fuel cost adjustment system.

Extraordinary losses of ¥6.1 billion (US$56 milliowgre recorded, including expenses required tomest
damaged equipment due to Typhoon Hagibis (typhodnAlDa result, net income attributable to owndrthe
parent rose ¥16.5 billion (US$152 million) or 35.766¢63.0 billion (US$579 million).

Fiscal 2019 results by business segment are asviall

[Electric power business]

For fiscal 2019, heating demand decreased fronptbeious year due to warmer days in winter than the
previous fiscal year. In addition, intensifyiedngoetition resulted in switching of contracts andustrial
production decreased. As a result, our electrig#ties volume (retail) was 67.2 TWh, down 2.5% fritwe
previous fiscal year.

On the other hand, electricity sales (wholesala@eased 8.8% from the previous fiscal year t@ T¥Vh, due
to an increase in wholesale sales outside therefegtures in Tohoku and Niigata Prefecture.

As a result, our total electric power sales de@e#s3% year-on-year to 84.8 TWh.

Even with a decrease in the volume of retail eleityrisales due to intensifying competition caused b
liberalization of electricity market, consolidatederating revenue for the year ended March 31, Zfig¢al
2019) increased ¥9.7 billion (US$89 million) or @&5from the previous fiscal year to ¥2,025.6 billion
(US$18,613 million), mainly due to an increase molesale electricity sales beyond our franchisa.are

Operating income increased ¥36.2 billion (US$338ian) or 55.8% to ¥101.1 billion (US$929 million)
driven by reduction in fuel cost due to the laun€loperation for Noshiro Thermal Power Station Nang@l our
efforts to further improve productivity and efficiey, as well as the impact of the time lag of thel fcost

adjustment system.



[ Construction business]

While public investment remained robust and priveaeital investment continued to increase agaimest t
backdrop of high corporate profits, labor and mateosts continued to rise due to intensifying pefition for
orders and increasing demand for the Olympics.

Our consolidated subsidiary, YURTEC CORPORATION, éigsanded its business by increasing earnings in
Kanto region, improving sales for renovations @& #iyed facilities, and strengthening overseas bsisin

As a result, operating revenue decreased ¥2.8m{lWS$24 million) or 1.0% from the previous fisgahr to
¥273.1 billion (US$2,510 million), mainly due toettdecrease in power-related work despite an ineregas
general-purpose work including overseas.

Operating income totaled ¥8.7 billion (US$80 milljpa decrease of ¥2.1 billion (US$19 million) &.6%

from the previous fiscal year, due to an increasimformation system-related expenses despite eedse in
construction costs.

[Other businesses])

Operating revenue increased ¥3.2 billion (US$29ionjl or 1.4% from the previous fiscal year to ¥228
billion (US$2,097 million), mainly due to an incemin services and information and telecommuninatio
businesses.

Operating income totaled ¥ 9.7 billion (US$89 roitl), a decrease of ¥1.0 billion (US$9 million) @&.0%

from the previous fiscal year, due to a decreaserafits caused by a decrease in product salehien t
manufacturing industry.

Capital Expenditure

The Group's capital expenditure in fiscal 2019 (swlbject to adjustment) was ¥344.7 billion (US$3,167
million). By segment, the electric power businessoants to ¥322.7 billion (US$2,965 million), the
construction business for ¥4.5 billion (US$41 roitlj and other businesses for ¥17.4 billion (US$iS@n).

In the electric power business, we invested intpdard equipment necessary to efficiently responiong-
term demand. Of the capital outlay in the elegbagver business, ¥169.5 billion (US$1,558 milliom)5@.5%
was spent on new construction of power generatitigg,uand ¥136.5 billion (US$1,254 million) or 423vas

spent on new construction of transmission, tramsébion, distribution and other facilitie&nother ¥16.6 billion
(US$152 million) or 5.1% was invested in nuclearlfu

Assets, Liabilities and Net Assets

Total assets at the end of fiscal 2019 were vahieé,323billion (US$39,723 million), an increaget64.4
billion (US$592 million) or 1.5% from the end o&fial 2018. This is due to an increase in fixed agsgthe
electric power business due to the launch of ojperddr Noshiro Thermal Power Station No.3.

Total liabilities at the end of fiscal 2019 were4&8.9 billion (US$31,782 million), an increase¥d4 billion
(US$312 million) or 1.0% from the end of fiscal 301 This is due to an increase in interest-beadity to be
used for power plant construction.

Net assets at the end of fiscal 2019 came to ¥8Hlidn (US$7,940 million), an increase of ¥30.dlibn

(US$279 million) or 3.7% from the end of fiscal B0This was due to an increase in retained earmngso
the recording of net income attributable to owrtdrthe parent.



As a result, the equity ratio rose 0.4% to 18.38mfthe previous fiscal year.

Cash Flows
Cash and cash equivalents at the end of fiscal 2848 ¥252.3 billion (US$2,318 million), an increasf
¥67.3 billion (US$619 million) or 36.4% from theceof fiscal 2018.

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

[ Cash flows from operating activities]
Cash inflow from operating activities decreased8¢1Million (US$998 million) or 41.4% from the pieus
fiscal year to ¥371.5 billion (US$3,413 million) mly because of a the impact of the time lag offtied cost

adjustment system.

[ Cash flows from investing activities]
Cash outflow from investing activities increased ¥fllion (US$551 million) or 24.0% from the preus
fiscal year to ¥310.6 million (US$2,854 million) mly because of an increase in capital investmeettd new

construction work for Noshiro Thermal Power Plawt®Nand Joetsu Thermal Power Plant No.1.

[ Cash flows from financing activities]
Cash outflow from financing activities was ¥6.7ibiht (US$61 million) due to an increase in interlesairing
debt for the construction of power plants and arease in issuance of corporate bonds. In the qusvi

consolidated fiscal year, expenditure was ¥691®hi(US$636 million).



Business and Other Risks

In order to ensure steady supply of electricityypostations and power network facilities are esaken
for providing the electricity services that is thesiness core for our corporate group companieny A
troubles caused by damage to the facilities or-@ngn suspension of power supply may become the
significant risk in business management. We fulfilr social mission to supply electricity that is
indispensable for our day-to-day lives and indasttactivities. Therefore, we recognize there is
regulatory risk which is significant for the buséiseenvironment and in accordance with the change of
energy policy and/or electricity system reform. abidition, another important aspect is the maiikét r
because fossil fuel cost that is the major costtlfier electricity business is largely affected bg th
fluctuation of foreign exchange and CIF price sastcrude oil.

When risks become apparent, the result and finbpegition of our corporate group may be affected.
Therefore, we will focus our efforts on minimizinigese risks, and if any should occur, we will take
prompt action.

The following are major risks that could affecethorporate group’s performance and financial
position. The risks shown below were those idexttiby our company on June 25, 2019, but all the
risks are not included here. Our corporate grobp'siness may be affected by the current unknown
risk or other risks that haven't been seen as sgnimes at present.

We periodically conduct operational and financiak rassessments, recognize, analyze and evaluate
risks, and consider countermeasures.

We have also established a committee headed bygtbiseto deal with important risks and to manage
the various risks appropriately, and we are workmpgrevent them from happening.

1. Risksin Business management including Facilities
a. Natural Disasters and Facilities Incidents

Due to natural disasters, such as earthquakasami, typhoons, accidents or illegal activities,
including terrorism and cyberattack, facilitieslinting other company’s receiving stations that we u
may be damaged, and power sources could be cowveffa long period of time. In such cases, our
group companies’ business performance and finacoiadlition could be adversely affected because
of cost for restoring the facilities and increaspwyver generation.

Our corporate group companies conduct regular cigpes and repair of facilities, take towards
cybersecurity strategy, and improve their religpiln order to reduce risk for facilities and prdeia
stable supply of high-quality electricity.

2. Risksin businessenvironment such asregulation risks
a. Electricity Business Reforms

A non-fossil fuel energy value trading market arzhae load power source market that have already
been launched, Progress in Electricity system nefosuch as the introduction of new market
transactions including supply-demand adjustmenketaand capacity market that is expected to be
launched for the future, change in policies basedh® Basic Energy Plan, and the subsequent
intensified competition with other businesses, @asing countermeasures of facilities due to
tightening environment regulation may affect oufpenance and financial condition for a long time.
Therefore, we will continuously monitor the futdrend in terms of the national energy policies and

system change surrounding electricity businesses.
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b. Changesin Nuclear Energy Policy

The circumstances surrounding nuclear power gdparéiave become increasingly severe. If
changes in nuclear energy policies and/or regulatidfect stable operations of nuclear power statio
where we receive electricity, including long-terasgension of operation, thermal power fuel androthe
costs may continue to increase, which may havenpact on the results and financial position of our
corporate group.

We think it is necessary to utilize nuclear powengration to some extent, under the basic premise
of securing safety, and we have been implementafigtys measures in response to new regulatory
requirements, in addition to our voluntary and ganng efforts to further enhance safety.

Under a certain pre-conditions, in case that Onagduclear Power Station No.2 and Higashidori
Nuclear Power Station No.1 restart their operatibe, annual cost of thermal fuel is estimated to
decline by ¥30 billion and ¥20 billion respectively

c. Fluctuation in Nuclear Power Back-End Costs

The back-end business of nuclear power takes amregly long time period and has many
uncertainties. Despite the risk reduction efforystlbhe government, costs may vary depending on
national energy policy, regulatory reform, chanigesstimates of future expenses, the operatingstat
of reprocessing plants, and other factors, whicly imave an impact on the results and financial
condition of our corporate group.

Therefore, we will continue to focus on the natioeaergy policy as well as related regulatory
measures concerning the back-end business of mymcieser.

d. Risks concerning Climate Change

The impact of climate change such as increasingadarof facilities due to severe natural disaster
may have an effect on our corporate groups’ resuitsfinancial position for a long time.

In the midst of the situation that the transitiowards low carbon society is required globally, we
recognize that operation of coal-thermal poweri@taand fuel purchasing are limited. It is still
essential to use the coal-thermal power in ordsupply stable electricity under the appropriatergn
mix.

Regarding risks concerning climate change, we nantisly take steps to reduce CO2 emission both
in demand and supply and improve resilience agairadtiral disaster, while expanding the
development of renewable energy.

3. Market Risksincluding Price Fluctuation Risks
a. Demand and Sales Price Fluctuation

In the electric power business, the volume of elgtt sales and transmission and prices of
electricity fluctuates due to intensifying compietitbecause of full liberalization of the retail riet,
aging and shrinking population, economic conditiansl temperature, as well as the progress of
energy conservation. Consequently, there may beriaus impact on the performance of our
corporate group.

The Great East Japan Earthquake on March 11, 2etibusly affected the Tohoku region. Even
though nine years have passed since the earthguedasstruction in the region is still underway.
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The recovery of electricity demand to the leveldoefthe earthquake will take some time.

In order to expand the sales volume within Tohokd beyond our franchise area, our corporate
group companies seek to expand the retail and whlgén Kanto area and lower the risk for our
corporate group’s financial results.

b. Fluctuationsin Fuel Prices

Fuel costs for thermal power generation are aftebtefluctuations in CIF prices of coal, LNG, and
heavy/crude oil, as well as exchange rates. T €ast Adjustment System, which is designed to
reflect fluctuations in fuel prices and exchangesaon electricity rates, applies to electric tidifi.
However, if the fuel and other prices change sigaiftly, our corporate group companies’ business
performance and financial condition could be a#dct

To diversify the risk caused by fuel price flucioas, we are making efforts to maintain a well-
balanced combination of power sources.

In addition, fluctuation in yearly precipitationf@fts hydropower output, which may affect our fuel
costs. However, we have set aside a reserve ftuition in water levels, which allows the Company
to make certain adjustments against such impatimiitalance of reserve, thus limiting the effect on
performance.

The following shows our thermal costs, which atenggted based on a certain precondition. Every
US dollar per barrel change in crude oil price istpathe thermal costs by ¥2.6 billion annually.
When foreign exchange rate fluctuates by ¥1 agaditg$1.00, the annual impact of ¥3 billion is
estimated. Itis estimated to be ¥0.8 billion allyywhen the flow rate changes by one percents A
these figures may be affected by the status ofabjper at thermal power stations, they are not
determined only by fuel costs and foreign exchamagge

c. Interest Rate Fluctuations

The balance of interest-bearing liabilities for tharent fiscal year on consolidated basis amounted
to ¥2412.6 billion. In order to alleviate the ingpalue to interest rate fluctuations, we basically
receive funds at fixed interest rate€Our group companies’ results and financial statag be affected
by future trends in market interest rates and chaimgratings. It is estimated to be ¥3.4 billiomaally
when the interest rate fluctuates by 1 percent. wéler, because the balance of interest-bearing
liabilities mainly consists of corporate bonds dmg-term loans with fixed interest, we believettha
the influence of fluctuations in market interesegais limited.

d. Fluctuations dueto Retirement Benefit Expenses and Debts

Retirement benefit expenses and debts are caldased on the preconditions on an actuarial basis
such as discount rate and long-term expected fagtwrn on assets. There is a possibility that ou
financial results of our corporate group companiay be affected by fluctuation of discount rate and
investment return.

Therefore, we strive for mitigating risks on finanirough decreasing our group’s whole projected
benefit obligations by reducing risk through dives investment of pension fund and introducing
defined contribution plan, and make endeavor flavating the impact on our financial results.



4. Other Risks

a. Information L eakage

Our corporate group companies possess a large @anafummportant information, such as
information on individuals and facilities. If anygblems occur as a result of a leakage of important
information, our corporate group companies’ resatsl financial condition could be affected
adversely due to payment for damage compensatidrdacreasing social credibility. Our efforts to
secure proper handling of important informationlude the establishment of Standards of Personal
Information Protection, education for our employeasd asking our outsourcing contractors for
thorough management, to enhance information sgcurit

b. Compliance

If any violation of business ethics is committelde treputation of our corporate group may be
damaged, adversely affecting our results and filmaoondition.

We believe that compliance with business ethics apulicable laws and regulations must be a
precondition of all business activities. Therefavey corporate group companies have established
systems to ensure strict observation of corporidiies laws and regulations, and are making efforts
to spread the use of these systems.

b. The COVID-19 Pandemic

If the coronavirus continues to circulate around torld for a long time, our corporate group
companies’ business and financial status may leetefl due to lowering volume of consumption and
stagnated production activities that results ididag electricity demand.

In case that the virus spreads out in our workpsaimdn as power stations, it is essential to sabgre
number of operators. If the pandemic situation wnss there may be an impact on fuel procurement.

We have prepared for the pandemic outbreak, anelaiged a Business Continuity Plan to maintain
stable supply of electricity. By each phase, w# imiplement the business management while
streamlining the businesses that can be downsizedspended step by step. Additionally, we will
secure stable procurement by diversifying fuel sesir While seeking stable supply of electricity
and reducing the risk of suspension, we will regbtanbusiness environment that may change for the

mid-to-long term.



Five-Year Summary (Consolidated basis)

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries

Y ears ended March 31

Millions of yen

2020

2019

2018

2017

2016

Operating results
Operating revenue

¥ 2,246,369 ¥ 2244314 ¥ 2,071,380 ¥ 1,949,584 ¥ 2,095,587

Operating expenses 2,130,018 2,160,681 1,963,714 1,819,161 1,905,828
Operating income 116,350 83,633 107,665 130,422 189,759
Interest expenses 17,331 18,762 21,684 24,420 32,419
Other expenses (income), net (5,251) 6,626 (12,468) (1,298) (4,723)
Income before specia item and income taxes 93,768 71,497 73,512 104,704 152,616
specia item - (1,100) 1,100 - -
Income before income taxes 93,768 72,598 72,412 104,704 152,616
Income taxes 28,702 21,735 20,260 28,364 48,150
Net income attributable to non-controlling interests 1,991 4,379 4,935 6,408 7,140
Net income attributable to owners of parent 63,074 46,483 47,216 69,931 97,325
Sour ces and application of funds
Sources.
Internal funds ¥ 313,138 ¥ 337,886 ¥ 314,995 ¥337,189 ¥409,871
Externa funds:
Bonds 234,261 99,653 129,546 139,506 180,565
Borrowings 383,181 739,900 225,436 354,465 347,502
617,442 839,553 354,982 493,971 528,067
Total 930,580 1,177,439 669,977 831,160 937,938
Applications:
Capita expenditure 344,741 293,614 303,477 300,921 319,834
Debt redemption 585,839 883,824 366,500 530,239 618,104
Total 930,580 1,177,439 669,977 831,160 937,938
Assets and capital
Tota assets ¥ 4,323,099 ¥ 4,258,633 ¥ 4,222,163 ¥ 4,145928 ¥ 4,152,436
Property, plant and equipment, net 3,135,004 3,080,453 3,002,433 2,983,003 2,949,631
Capital stock 251,441 251,441 251,441 251,441 251,441
Total net assets 864,177 833,711 798,705 755,624 684,393
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Millions of yen

2020 2019 2018 2017 2016
Cash Flows
Operating activities:

Net cash provided by operating activities ¥ 371525 ¥ 262,804 ¥ 324,019 ¥ 278,147 ¥371,873
Investing activities:

Net cash used in investing activities (310,627) (250,570) (273,915) (256,341) (250,521)
Financing activities:

Net cash (used in) provided by financing activities 6,719 (69,307) (36,280) (55,925) (104,131)
Effect of exchange rate changes on cash and cash equivalents (237) (154) 84 (94) (66)
Increase in cash and cash equivalents from newly

consolidated subsidiary - - - - 0
Increase in cash and cash equivalents resulting from merger - - - - 752
Cash and cash equivalents at end of the period 252,322 184,942 242,171 228,262 262,476

2020 2019 2018 2017 2016

Electric power sales (GWh)
Lighting (Residential) 21,813 22,745 23,889 24,004 23,706
Power 45,354 46,130 48,114 50,255 51,351
Retail Electricity Sales 67,167 68,876 72,003 74,258 75,057
Wholesale Electricity Sales 17,652 16,220 13,650 8,846 8,874
Tota 84,819 85,096 85,653 83,104 83,931

2020 2019 2018 2017 2016
Plant data
Generating capacity (MW)
(Number of plants):

Hydroelectric 2,556 2,556 2,555 2,551 2,538
(227) (227) (227) (227) (226)
Therma * 12,031 12,131 13,053 12,965 12,725
(13) (13) (13) (13) (13)
Nuclear 2,750 2,750 3,274 3,274 3,274
(@) 2 (@) 2 @)
Internal combustion power * - - - - -
Renewables 243 243 241 276 276
(19 (19) (18) (18) (18)
Tota 17,580 17,680 19,124 19,066 18,812
(261) (261) (260) (260) (259)
Substation capacity (MVA) 79,404 78,379 76,811 75,708 75,211
Transmission lines (km) 15,364 15,330 15,281 15,190 15,212
Distribution lines (km) 148,348 147,934 147,582 147,078 146,550

* Intenal combustion power isincluded in Thermal in the year ended March 31, 2015 and after.

Other data
Number of employees 24,870 25,032 25,058 24,771 24,285
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Consolidated Balance Sheets

March 31,
2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
(Note 2)

Assets
Property, plant and equipmeiNote 5) ¥9,975,072 ¥9,799,944 $91,657,373

Less accumulated depreciation (6,840,068) (6,719,491) (62,850,941)

Property, plant and equipment, net 3,135,004 3,080,453 28,806,432
Nuclear fuel:

Loaded nuclear fuel 30,591 30,591 281,089

Nuclear fuel in processing 143,740 134,490 1,320,775
Total nuclear fuel 174,331 165,081 1,601,865
Long-term investmenté\otes 6 and 7) 99,462 102,888 913,920
Defined benefit asselpte 15) 3,844 4,303 35,321
Deferred tax asse{blote 19) 159,568 162,696 1,466,213
Other assetéNote 10) 106,870 105,573 981,990
Current assets:

Cash and deposi{blotes 6 and 9) 244,010 178,729 2,242,120

Notes and accounts receivable — tréidates 6 and 12) 224,182 231,841 2,059,928

Inventorieg(Note 11) 67,374 78,789 619,075

Other current assets 108,450 148,275 996,508
Total current assets 644,017 637,635 5,917,642
Total assets ¥4,323,099 ¥4,258,633 $39,723,412
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Liabilities and net assets

Long-term deb{Notes 6 and 14)

Reserve for restoration costs of natural disaster
Defined benéefit liabilityNote 15)

Asset retirement obligatior{blote 16)

Deferred tax liabilities for land revaluatigNote 13)

Current liabilities:
Current portion of non-current liabiliti€blotes 6 and 14)
Notes and accounts payable — trédete 6)
Accrued income taxes
Other advances
Reserve for restoration costs of natural disaster
Other current liabilities

Total current liabilities

Total liabilities
Contingent liabilitieqNote 25)

Net assetgNote 26):
Shareholders’ equitfNote 20):
Capital stock, without par value:
Authorized — 1,000,000,000 shares
Issued — 502,882,585 shares
Capital surplus
Retained earnings
Treasury shares; 3,643,599 shares in 2019 and
3,804,644 shares in 2018
Total shareholders’ equity
Accumulated other comprehensive income:
Unrealized holding gain on available-for-sale sém#(Note 7)
Unrealized loss from hedging instrume(itste 8)
Revaluation reserve for larfblote 13)
Foreign currency translation adjustments
Remeasurements of defined benefit pigige 15)
Total accumulated other comprehensive income
Subscription rights to shar@dote 17)
Non-controlling interests
Total net assets

Total liabilities and net assets

See notes to consolidated financial statements.

March 31,

2020 2019 2020
(Millions of yen) (Thousands
of U.S
dollars)
(Note 2)
¥2,094,987 ¥2,084,490 $19,250,087
,0615 4,873 46,503
189,968 178,561 1,745,548
165,848 161,929 1,523,918
1,330 1,373 12,220
372,388 321,875 3,421,740
144,616 141,197 1,328,824
14,330 6,708 131,673
205,984 252,430 1,892,713
,612 198 24,009
261,791 271,283 2,045,503
1,001,724 993,693 9,204,484
3,458,921 3,424,921 31,782,789
251,441 251,441 2,310,401
22,390 22,558 205,733
542,187 499,132 4,981,962
(6,564) (6,788) (60,314)
809,454 766,343 7,437,783
197 3,072 1,810
(618) (908) (5,678)
(895) (854) (8,223)
(288) 179 (2,646)
(16,727) (5,666) (153,698)
(3,33 (4,176) (168,446)
1,120 1,013 10,291
71,935 70,530 660,985
864,177 833,711 7,940,613
¥4,323,099 ¥4,258,633 $39,723,412
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Consolidated Statements of Income

Year ended March 31,

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
(Note 2)
Operating revenue:
Electric utility operating revenue ¥2.,022,251 ¥20D1 $18,581,742
Other business operating revenue 224,117 231,613 2,059,331

2,246,369 2,244,314 20,641,082
Operating expenséblote 21 and 23):

Electric utility operating expenséote 22) 1,916,492 1,943,004 17,609,960
Other business operating expenses 213,525 217,676 1,962,004
2,130,018 2,160,681 19,571,974
Operating income 116,350 83,633 1,069,098
Other income (expense):

Interest and dividend income 1,167 1,165 10,723

Interest expenses (17,331) (18,762) (159,248)

Compensation income for damage - 7,900 -

Contingent losgNote 24) (550) - (5,053)

Loss on disastgiNote 24) (5,648) - (51,897)

Loss on decommissioning of Onagawa Nuclear Power

Station Unit 1 - (2,145) -

Gain on sale of securities 3,249 - 29,853

Share of profit of entities accounted for usingigqu

method 534 141 4,906

Other, net (4,003) (434) (36,782)

(22,582) (12,135) (207,497)
Income before special item and income taxes 93,768 71,497 861,600
Special item:

Provision of reserve for fluctuation in water level - (1,100) -
Income before income taxes 93,768 72,598 861,600
Income taxegNote 19):

Current 20,414 13,861 187,576

Deferred 8,287 7,873 76,146

28,702 21,735 263,732
Net income 65,065 50,863 597,859
Net income attributable to non-controlling intesest 1,991 4,379 18,294
Net income attributable to owners of par@ibte 26) ¥63,074 ¥46,483 $579,564

See notes to consolidated financial statements.
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Consolidated Statements of Comprehensive Income

Net income

Other comprehensive inconfidote 27):
Unrealized holding gainn available-for-sale
securities
Unrealized gain from hedging instruments
Foreign currency translation adjustments
Remeasurements of defined benefit plans
Share of other comprehensive income of
entities accounted for using equity method

Total other comprehensive income

Comprehensive income

Total comprehensive income attributable to:
Owners of parent
Non-controlling interests

See notes to consolidated financial statements.

Year ended March 31,

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
(Note 2)
¥65,065 ¥50,863 $597,859
(2,939) (3,883) (27,005)
290 363 662,
(470) 1503 (4,318)
(11,019) 9258, (101,249)
(2) ) (18)
(14,141) 4,900 (129,936)
50,924 55,763 467,922
¥48,959 ¥51,450 $449,866
1,965 4,312 18,055
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Consolidated Statements of Changes in Net Assets

Year ended March 31 2€2C

Shareholders’ equity

Accumulated other comprehensive income

Unrealized Remeasure-  Total
holding gainon Unrealized Foreign ments of accumulated
Total available-  loss from Revaluation currency defined other Subscription  Non-
Capital Capital Retained  Treasury shareholders’ for-sale hedging reserve for translation benefit comprehen- rightsto  controlling Total
stock surplus earnings shares equity securities instruments land adjustments ___ plans sive income __shares interests _ net assets
(Millions of yen)
Balance at April , 2019 ¥251,44: ¥22 ,55¢ ¥499,13; ¥(6,78¢) ¥766,34: ¥3,07: ¥(908) ¥ (859 ¥17¢ ¥(5,666) ¥(4,17¢) ¥1,01: ¥70,53( ¥833,71:
Changes in parent's
ownership interests
arising from transactions
with non-controlling
interest (16€) (168 (168,
Dividends of surplu (19,97) (19,977 (19,977
Net income attributable
to owners of pare 63,07« 63,07« 63,07«
Purchases of treasury
share (20) (20) (20)
Disposal of treasury
share (88) 244 15t 15t
Reversal of revaluation
reserve for lan 41 41 41
Net changes in items
other than shareholders’
equity (2,875) 290 (41) (468) (11,061) (14,156) 107 1,404 (12,644)
Balance at March 31, 2020 ¥251,441  ¥22,390  ¥542,187  ¥(6,564)  ¥809,454 ¥197 ¥(618) ¥(895) ¥(288) ¥(16,727) ¥ (18,332) ¥1,120 ¥71,935  ¥864,177
Year ended March 31, 218
Shareholders’ equity Accumulated other comprehensive income
Unrealized Remeasure-  Total
nolding gailor Unrealized Foreign ments of accumulated
Total available-  loss from Revaluation currency defined other Subscription  Non-
Capital Capital Retained  Treasury shareholders’ for-sale hedging reserve for translation benefit comprehen- rightsto  controlling Total
stock surplus earnings shares equity securities__instruments land adjustments ___ plans sive income __shares interests__net assets
(Millions of yen)
Balance at April 1, 2(8 ¥251,44: ¥22,43; ¥A72,71% ¥7,10) ¥739,49( ¥6,861 ¥1,277) ¥ (840 ¥ 684 ¥(14,567) ¥(9,129 ¥057 ¥67,38° ¥798,70!
Changes in parent's
ownership interests
arising from transactions
with non-controlling
interest (125) 12t 12t
Dividends of surplu (19,96¢) (19.96¢€) (19,96¢)
Net income attributable
to owners of pare 46,48! 46,48! 46,48
Purchases of treasury
share (33) (33) (33)
Disposal of treasury
share (117) 347 22¢ 22¢
Reversal of revaluation
reserve for lan 13 13 13
Net changes in items
other than shareholders’
equity (3,789) 363 (13) (504) 8,896 4,953 56 3,143 8,152
Balance at March 31, 2019 ¥251,441  ¥22,558  ¥499,132  ¥(6,788)  ¥766,343 ¥3,072 ¥(908) ¥(854) ¥179 ¥(5,666) ¥ (4,176) ¥1,013 ¥70,530  ¥833,711
Year ended March 31, 22C
Shareholders’ equity Accumulated other comprehensive income
Unrealized Remeasure-  Total
10lding gaitor Unrealized Foreign ments of accumulated
Total available- loss from Revaluation currency defined other Subscription  Non-
Capital Capital Retained  Treasury shareholders’ for-sale hedging  reserve for translation benefit comprehen- rightsto  controlling Total
stock surplus earnings shares equity securities  instruments land adjustments plans sive income __shares interests _net assets
(Thousands of U.S dollars) (Note 2)
Balance at Aril 1, 2019 $2,310,40 $207,27° $4,586,34 $(62,37) $7,041,65 $28,22° $(8,347) $(7,847) $1,64¢ $(52,067) $(38,37) $9,30¢ $648,07:  $7,660,67
Changes in parent’s
ownership interests
arising from transactions
with non-controlling
interest (1,543 (1,643) (1,543
Dividends of surplt (183,501 (183,500 (183,500
Net income attributable
to owners of pare 579,56« 579,56« 579,56«
Purchases of treasury
share (18%) (18%) (18%)
Disposal of treasury
share (808) 2,24z 1,42¢ 1,42¢
Reversal of revaluation
reserve for lan 37¢ 37¢ 37¢
Net changes in items
other than shareholders’
equity (26,417) 2,664 (376) (4,300) (101,635)  (130,074) 983 12,900  (116,181)
Balance at March 31, 2020$2,310,401 $205,733 $4,981,962 $(60,314) $7,437,783 $1,810 $(5,678)  $(8,223)  $(2,627) $(153,698) $(168,446) $10,291  $660,985 $7,940,613

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

Year ended March 31,

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
(Note 2)

Operating activities

Income before income taxes ¥ 03,768 ¥ 72598 $ 861,600
Adjustments to reconcile income before income tasaset cash

provided by operating activities:

Depreciation and amortization 227,019 215,628 2,085,996
Decommissioning costs of nuclear power units 7,269 7,664 66,792
Amortization of special account related to nucieawer
decommissioning 63 26 578
Loss on retirement of nhon-current assets 13,577 362,6 124,754
Increase (decrease) in net defined benefit lighbilit (6,465) (7,266) (59,404)
Increase (decrease) in reserve for fluctuationatewlevels - (1,200) -
Interest and dividend income (1,267) (1,165) (10,723)
Interest expenses 17,331 18,762 159,248
Changes in operating assets and liabilities:
(Increase) decrease in notes and accounts receivdtdde 4,009 (27,154) 36,837
(Increase) decrease in inventories 11,022 (8,589) 101,277
Increase (decrease) in notes and accounts payafalde- 4,111 (3,603) 37,774
Increase (decrease) in deposits received 25,735 9821, 236,469
Other 4,322 (2,179) 39,713
Subtotal 400,597 298,240 3,680,942
Interest and dividend income received 1,168 1,164 10,732
Interest expenses paid (17,448) (19,550) (160,323)
Income taxes paid (12,791) (17,050) (117,531)
Net cash provided by operating activities 371,525 62,204 3,413,810
Investing activities
Purchase of non-current assets (317,323) (272,304) (2,915,767)
Payment of investment and loans receivable (15,191) (11,629) (139,584)
Collection of investments and loans receivable a%,2 9,212 149,159
Other, net 5,653 24,150 51,943
Net cash used in investing activities (310,627) (250,570) (2,854,240)
Financing activities
Proceeds from long-term loans payable and issusinoends 384,603 294,266 3,533,979
Repayment or redemption of long-term loans payableonds (313,039) (359,896) (2,876,403)
Increase (decrease) in short-term loans payable@mdhercial papers (39,944) 21,372 (367,031)
Cash dividends paid (19,918) (19,871) (183,019)
Cash dividends paid to non-controlling interests ,05%4) (1,061) (9,684)
Other, net (3,927) (4,116) (36,083)
Net cash provided by (used in) financing activities 6,719 (69,307) 61,738
Effect of exchange rate changes on cash and cashabkspis (237) (154) (2,177)
Net increase (decrease) in cash and cash equisalent 67,379 (57,228) 619,121
Cash and cash equivalents at beginning of the gberio 184,942 242,171 1,699,365
Cash and cash equivalents at end of the péNotk 9) ¥252,322 ¥184,942 $2,318,496

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

March 31, 2020

1.
(@)

(b)

Summary of Significant Accounting Policies
Basis of preparation

The accompanying consolidated financial statemaint®hoku Electric Power
Company, Incorporated (the “Company”) and its ctidated subsidiaries have been
compiled from the consolidated financial statem@népared by the Company as
required by the Financial Instruments and Exchdraye of Japan and are prepared on
the basis of accounting principles generally aaxpt Japan, which are different in
certain respects as to the application and diso®quirements of International
Financial Reporting Standards.

As permitted by the Financial Instruments and ErgealLaw, amounts of less than
one million yen have been rounded down to the seandlion yen. As a result, the
totals shown in the accompanying consolidated tirrstatements (both in yen and
U.S. dollars) do not necessarily agree with the sfithe individual amounts.

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

Principles of consolidation and accountingifarestments in affiliates

The accompanying consolidated financial statemenbsde the accounts of the
Company and significant subsidiaries (fifty ensitees of March 31, 2020 and fifty-two
entities as of March 31, 2019) controlled directhyindirectly by the Company.

Tohoku Electric Power Network Co., Inc., which wesvly established in the year
ended March 31, 2020, was included in the scopleeotonsolidation.

MIYAGI DENSETU CORPORATION, which was a consoliddteubsidiary of the
Company in the previous fiscal year, was mergetl WECS MIYAGI CORPORATION
and DAIYU DENKO CORPORAION, which were also conslalied subsidiaries of the
Company. It changed the company name to YURTEC MBYAERVICE
CORPORATION after the absorption-type merger.

AIZU-GAISI Co., Inc. was excluded from the scopecofsolidation from the current
fiscal year due to the sale of a part of the shiaeéd by the Company.

The affiliates (five entities as of March 31, 202t 2019) over which the Company
exercises significant influence in terms of thgemting and financial policies have
been included in the consolidated financial statgmby equity method.

All significant intercompany balances and transardihave been eliminated in
consolidation.

The closing date of the subsidiaries is same doftthe Company.
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(c) Property, plant and equipment
Property, plant and equipment are generally statedst.

Depreciation of property, plant and equipment impated principally by the
declining-balance method over the estimated usieks of the respective assets.
Significant renewals and additions are capitaliatedost. Maintenance and repairs are
charged to income when incurred.

The recognition and calculation method of the cdshe assets corresponding to asset
retirement obligations concerning decommissionihgpecified nuclear power units
among non-current assets is described in (i).

Of intangible fixed assets, software for internsg is amortized by the straight-line
method over the estimated useful lives (five years)

(d) Nuclear fuel

Nuclear fuel is stated at cost less accumulatedtazabon. The amortization of
loaded nuclear fuel is computed based on the ptiopoof heat production for the
current year to the total heat production estimatezt the life of the nuclear fuel.

(e) Marketable and investment securities

Marketable and investment securities are classifiexthree categories depending on
the holding purpose: i) trading securities, which laeld for the purpose of earning
capital gains in the short-term, ii) held-to-matlyidebt securities, which the Company
has the positive intent to hold until maturity, aidother securities, which are not
classified as either of the aforementioned categori

Held-to-maturity debt securities are carried at dined cost. Marketable securities
classified as other securities are carried avfdire with any changes in unrealized holding
gain, net of the applicable income taxes, includiegttly in net assets. Non-marketable

securities classified as other securities areedat cost. Cost of securities sold is
determined by the moving average method.

() Inventories

Inventories are stated at cost determined by tbeage method (inventories on the
balance sheet are written down when profitabilgéglohes).

(g) Cash equivalents

All highly liquid investments with a maturity ofiee months or less when purchased
are considered cash equivalents.
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(h) Employees’ retirement benefits

()

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

The retirement benefit obligation is attributecetich period by the benefit-formula
method over the estimated remaining years of sefithe eligible employees.

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

Prior service cost is primarily charged or credi@ihcome when incurred.

Certain subsidiaries use a simplified method fécwdating retirement benefit
expenses and related assets and liabilities.

The method to recognize and calculate the cb8te assets corresponding to asset
retirement obligations concerning decommissionihgpecified nuclear power units

Paragraph 8 of the “Guidance on Accounting Stanfiardlsset Retirement Obligations”
is applied to the assets corresponding to assetmeint obligations concerning
decommissioning of specified nuclear power unmsl based on the rules of the
“Ministerial Ordinance for Reserve for Decommissi@nCosts of Nuclear Power Units”
(a ministerial ordinance by the Ministry of Econgriyade and Industry No. 30 issued
in 1989), the total estimate of decommissioningsosnuclear power units is recognized
by the straight-line method over the expected djmeral period of nuclear power units.

Special account related to nuclear power decomanssy

In the event of decommissioning of a nuclear reassulting from changes in energy
policies, the following assets and costs are passent transferred to a special account
related to nuclear power decommissioning with thygraval of the Minister of Economy,
Trade and Industry:

(A) The carrying amount of fixed assets requiringimbenance to operate a nuclear
power generation equipment at the time of its den@sioning, which excludes the
carrying amount of nuclear power special assets.

(B) Construction in progress relevant to the nuctgaeration facility that are limited to
items for which construction will not be completafter the suspension of nuclear
reactor operations and book value of the nuclearrilevant to the nuclear reactor
excepting the estimated disposal price, and

(C) Cost of reprocessing of irradiated nucleat fienerated in connection with the
decommissioning of the nuclear reactor, and amoaoimesponding to costs necessary to
dismantle the components of the nuclear fuel. Alse ,special account related to nuclear
power decommissioning has been amortized by anatidiz expense of the special
account related to nuclear power decommissionipgncollection of the regulated
power fees, based on Article 6 of the SupplemerRaoyisions of the “Ministerial
Ordinance to Partially Revise the Ordinance fordecément of the Electricity Business
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(k)

()

(m)

(n)

(0)

Act and Related Ministerial Ordinances” (a minigteordinance by the Ministry of
Economy, Trade and Industry No. 77 issued in 204ff¢y the date of the approval.

The method to recognize the contribution ofrogpssing irradiated nuclear fuel

Based on the “Act for Partial Revision of the Spentlear Fuel Reprocessing
Implementation Act” (Act No. 40 of 2016, hereinafteferred to as the "Revised Act"),
the Company pays an amount corresponding to thenabf spent fuel generated from
operation of its nuclear power stations to the BacReprocessing Organization of
Japan as a contribution, and records it as eladitity operating expenses.

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

Through the contribution payment, the Company lfglits responsibilities to bear the
expenses as a nuclear operator. On the other imgpichportion to the contributions
received, the Organization reprocesses the iredliaticlear fuel.

The balance of the unamortized differences of tiegufrom the changes in the
accounting rules for reserve recognition in therwraled March 31, 2006, has been paid
evenly to the organization as contributions andne&d as operating expenses through the
year ended March 31, 2020.

Aforementioned accounting treatment was complatdtie current fiscal year.
Accounting for the consumption tax

National and local consumption taxes are accouioiebly using the tax-excluded
method.

Reserve for restoration costs of natural desast

The reserve for restoration costs of natural desaststated at an estimated amount at
the fiscal year end for the expenses requireddoovery of damaged assets, and for
contingent losses incurred due to the Great EasinJearthquake, the torrential rain in
Niigata and Fukushima and Typhoon Hagibis.

Income taxes

Deferred tax assets and liabilities have been r@zed in the consolidated financial
statements with respect to the differences betiaancial reporting and the tax bases
of the assets and liabilities, and are measuredjube enacted tax rates and laws which
will be in effect when the differences are expedtetktverse.
Foreign currency translation

All monetary assets and liabilities, both shorttemd long-term, denominated in

foreign currencies are translated into yen at #obh@nge rates prevailing at the balance
sheet date, and the resulting gain or loss is dedun income.
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The revenue and expense accounts of foreign sabisisliare translated into yen at the
average rates of exchange prevailing during the yiée balance sheet accounts are
translated into yen at the rates of exchange atedt the balance sheet date, except for
the components of shareholders’ equity which amediated at their historical exchange
rates. Adjustments resulting from this translafioocess are accumulated in a separate
component of net assets.

(p) Derivatives and hedging transactions

The Company has entered into various derivatiass#ctions in order to manage
certain risk arising from adverse fluctuation imgign currency exchange rates, interest
rates and fuel price. Derivatives are carried mtvi@ue with any changes in unrealized
gain or loss charged or credited to operationsggtxior those which meet the criteria for
deferral hedge accounting or special treatmeneawitied by the accounting standard
for financial instruments.

() Goodwill

Amortization of goodwill is computed by the straidime method over a period of
five years. In case the amount is immaterial, galbdarecognized in profit or loss
immediately.

(r) Appropriation of retained earnings

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

See Note 20.

2. U.S. Dollar Amounts

Amounts in U.S. dollars are included solely for domvenience of the reader. The rate of
¥108.83 = U.S. $1.00, the approximate rate of exghan effect on March 31, 2020 is used
in translation. The inclusion of such amounts isintended to imply that yen have been or
could be readily converted, realized or settled 8. dollars at that or any other rate.

3. New Accounting Standard not yet Adopted

(a) On March 31, 2020, the Accounting Standards@oéJapan (ASBJ) issued ASBJ
Statement No. 29, “Accounting Standard for ReveRaeognition,” and ASBJ Guidance No.
30, “Implementation Guidance on Accounting StandardRevenue Recognition.”

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

The Company plans to apply those standard and gegdiaom the beginning of the fiscal
year ending March 31, 2022.
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The Company is currently in the process of meaguhe effects of applying these
standard and guidance.

(b) On March 31, 2020, the Accounting Standardsr@oé Japan (ASBJ) issued ASBJ
Statement No. 24, “Accounting Standard for AccaumtPolicy Disclosures, Accounting
Changes and Error Corrections.”

The purpose is to show the outline of the accogmmnciples and procedures adopted
when the relevant accounting standards are nat clea

The Company plans to apply the standard from tldeoéthe fiscal year ending March 31,
2021

(c) On March 31, 2020, the Accounting Standardsr@oé& Japan (ASBJ) issued ASBJ
Statement No. 31, “Accounting Standard for Disctesaf Accounting Estimates.”

It is intended to disclose information which cobtie to the understanding of users of
financial statements regarding the content of acting estimates for items that have a risk of
having a significant impact on the financial staéems for the next fiscal year out of the
amounts recorded in the financial statements #@ictirrent fiscal year.

The Company plans to apply the standard from tldeoéthe fiscal year ending March 31,
2021.

4. Additional Information

(a) Transactions under Common Control

On April 1, 2020, the Company transferred the galngower transmission and distribution
business and power generation business in isalsitetds through company splits to Tohoku
Electric Power Network Co., Inc.

The above transactions were treated as transactia®e common control in accordance
with the "Accounting Standard for Business Comhorat’ (ASBJ Statement No.21, January
16, 2019) and other applicable standards.

The amounts of assets and liabilities transfertneaigh company splits (as of April 1,
2020) are as follow:
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Assets Liabilities

Item Amount Item Amount
¥1,828,465 million Non-current ¥64,414 million
Non-current Assets ($16,801,111 thousand) Liabilities ($591,877 thousand)
¥192,875million Current ¥273,360million
Current Assets ($1,772,259 thousand) Liabilities ($2,511,807 thousand)
¥2.021,341million ¥337,774million
Total ($18,573,380 thousand) Total ($3,103,684 thousand)

(b) Accounting estimates of the impact due to fread of COVID-19

As we can't foresee how COVID-19 will spread aneéwit will settle down, the impact on
power demand and other factors can’t be predi¢iediever, at the end of the current fiscal
year, we are considering the possibility of recovggdeferred tax assets assuming that there
will be no significant change in profitability.

If COVID-19 spreads for a long time and has a langgact on electricity demand, it may
affect the judgment of collectability of deferrektassets, etc., and may have a significant
impact on the business performance of our growgy #ie next fiscal year.

5. Property, Plant and Equipment

Property, plant and equipment at March 31, 2020281® are summarized as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Hydro power plant ¥ 616,999 ¥ 603,773 $ 5,669,383
Thermal power plant 1,951,543 1,890,102 17,932,031
Nuclear power plant 1,469,191 1,467,190 13,499,871
Transmission plant 1,778,481 1,760,859 16,341,826
Transformation plant 865,989 861,535 7,957,263
Distribution plant 1,581,445 1,544,404 14,531,333
General plant 317,734 339,204 2,919,544
Other 990,214 934,734 9,098,722
9,571,599 9,401,804 87,950,004

Accumulated depreciation 6,840,068 6,719,491 62,850,941
Subtotal 2,731,531 2,682,313 25,099,062
Construction work in progress 357,778 359,324 34BY
Special account related to nuclear power
decommissioning 24,451 24,514 224,671
Manufacturing process in progress related
to reprocessing of irradiated nuclear fuel 21,243 14,300 195,194
Total ¥ 3,135,004 ¥ 3,080,453 $ 28,806,432
Contributions in aid of construction ¥ 303,793 ¥ 291,320 $ 2,791,445
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(@)

Financial Instruments
Positions of Financial Instruments

The Company procures funds for plant and equipmewntlopment and for business
operation mainly by bond issuance and bank loams.Jompany uses interest-rate swaps
to hedge its exposure to adverse fluctuation ieredt rates on bonds and long-term
loans as well as fuel-price swaps to moderategdue¢ fluctuation, not for speculation
purposes. A certain consolidated subsidiary uslaerincipal-guaranteed compound
financial instrument to be held to maturity for fhepose of efficient management of the
fund surplus.

The Company holds marketable and investment sesuvithich are mainly shares of
common stock of business partners and bonds teldg¢dmaturity. Though such
investments are exposed to the market price vityattisk, fair values and financial
positions of issuers relating to such investmergschecked on a regular basis.

Notes and accounts receivable — trade are maimdyatipg receivables of residential,
commercial and industrial power sales, thus ar@sxg to counterpart credit risk. Such
risk is being managed by early comprehension ashdcteon of collection concerns as
well as management of due dates and balances bdasdelctric power supply agreements.

Bonds and long-term loans payable are to procuréstdor plant and equipment
development and funds for redemption. These funelp@cured 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 payablele én@ within a year.

Derivative transactions are exposed to counteguadit risk. However, the Company
enters into derivatives transactions only with ficial institutions that have high credit
ratings in compliance with its internal policiegpstating the authority for transactions
and the credit lines.

Fair values of financial instruments include vaduneounts based on market prices and
those based on rational calculation in the caseevienarket price does not exist. In
calculating such value amounts, certain assumpéomnadopted, and if based on different
assumptions, those calculated value amounts maygeh®erivative contract amounts
noted below in Note 8 do not denote the marketfrisk the derivatives themselves. In
addition, fair value and valuation gains or lossesreasonably quoted values based on
market indicators for valuations and other measuresse are not the amounts that
would be received or paid in the future.
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(b) Fair Values of Financial Instruments

Carrying values on the balance sheets, fair vadnésunrealized gains or losses as of
March 31, 2020 and 2019 are shown in the followatge. the following table does not
include financial instruments for which it is extrely difficult to determine the fair

value.
Carrying Fair Unrealized
At March 31, 2020 value value gain (loss)
(Millions of yen)
Assets:
Marketable and investment securities ¥ 34,486 ¥ 34,136 ¥ (350)
Cash and deposits 244,010 244,010 —
Notes and accounts receivable — trade 224,649 224.6 -
Liabilities:
Bonds payablé& 1,050,051 1,056,171 6,120
Long-term loans payablé 1,362,607 1,385,239 22,631
Notes and accounts payable — trade 144,616 144,616 -
Derivative transactions (866) (866) -
Carrying Fair Unrealized
At March 31, 2019 value value gain (loss)
(Millions of yen)
Assets:
Marketable and investment securitites ¥ 38,756 ¥ 38,696 ¥ (59
Cash and deposits 178,729 178,729 -
Notes and accounts receivable — trade 232,303 @32,3 —
Liabilities:
Bonds payablé& 910,120 923,864 13,743
Long-term loans payablé 1,430,322 1,496,139 65,817
Notes and accounts payable — trade 141,197 141,197 -
Derivative transactions (1,259) (1,259) -
Carrying Fair Unrealized
At March 31, 2020 value value gain (loss)
(Thousands of U.S. dollars)
Assets:
Marketable and investment securitites $ 316,879 $ 313,663 $ (3,216)
Cash and deposits 2,242,120 2,242,120 -
Notes and accounts receivable — trade 2,064,219 64209 —
Liabilities:
Bonds payablé& 9,648,543 9,704,778 56,234
Long-term loans payablé 12,520,509 12,728,466 207,948
Notes and accounts payable — trade 1,328,824 B228, —
Derivative transactions (7,957) (7,957) -
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(b) Fair Values of Financial Instruments (continued

*1.  Marketable and investment securities include baads held to maturity
(including those which mature within a year) anldeotsecurities.

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

*3.  The amounts denote net liability position resulfirggm derivative transactions.

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

Assets:

Marketable and investment securities

Negotiable certificates of deposit are recordechimying values as they are
settled in the short term, where their carryingiealare proximate to their fair
values. Present values of municipal bonds are ledémiby discounting the
redemption amount using the government bond yiela discount rate. Fair values
of other bonds are the prices indicated by theespwndent financial institutions. Fair
values of stocks are based on the quoted marlatgpNVith respect to securities
with different holding purposes, please refer taeNo.

Cash and deposits, Notes and accounts receivdidee-

These assets are recorded in carrying values psithesettled in the short term,
where their carrying values are proximate to faiues.
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(b) Fair Values of Financial Instruments (continued
Liabilities:
Bonds payable
The fair values of bonds are calculated based otequnarket prices.

Long-term loans payable

The fair values of loans at fixed interest-ratescaliculated based on a method
where the total amount of the principal and integediscounted by the interest rate
calculated based on the Company’s bonds. Thedhies of loans at floating interest-
rates are fothe short term, reflecting market interest rates; hence, the carrying values
approximate fair values. Interest-rate swaps stitgespecial treatment permitted by
the accounting standards for financial instrumeamgsincluded in the hedged long-
term loans and their fair values are determine@das the prices indicated by
correspondent financial institutions.

Notes and accounts payable — trade

These are recorded in carrying values as theyedtled in the short term, where
their carrying values are proximate to their fafues.

Derivative transactions:

The fair value of derivative transactions is meaduat the quoted price obtained
from the financial institution. Purchase amount #malvaluation gain or loss of
compound financial instruments are included in retddle and investment securities.
Interest-rate swaps subject to special treatmemiffed by the accounting
standards for financial instruments are accourdetbiyether 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 anddson

(Note 2)  Financial instruments for which it was extremelffidult to determine the
fair value at March 31, 2020 and 2019 are as fdlow

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Unlisted stocks ¥152,141 ¥144,724 $1,397,969
Subscription certificate 1,427 1,174 13,112
Other 1,171 209 10,759
Total ¥154,741 ¥146,108 $1,421,859

26



(b) Fair Values of Financial Instruments (continued

(Note 3) Redemption schedule of financial bonds and marletsdturities with
maturity at March 31, 2020 and 2019 are as follows:

Due after  Due after
oneyear five years
Due inone through through Due after
At March 31, 2020 year or less five years tenyears tenyears

(Millions of yen)

Marketable and investment securities:
Held-to-maturity debt securities:

Municipal bonds ¥ 23 ¥ 70 ¥17 ¥ -
Corporate bonds 2,999 - - -
Negotiable certificates of deposit 4,250 - - -
Other 2,000 1,000 - 6,957
Cash and deposits 244,010 - - -
Notes and accounts receivable — trade 224,649 - - -
Total ¥477,932 ¥ 1,070 ¥17 ¥6,957

Due after  Due after
oneyear five years
Due in one through through Due after
At March 31, 2019 year or less five years tenyears tenyears

(Millions of yen)
Marketable and investment securities:
Held-to-maturity debt securities:

Municipal bonds ¥ 62 ¥70 - ¥ -
Corporate bonds 999 - - 1,000
Negotiable certificates of deposit 4,470 - - -
Other 2,000 - - 8,976
Cash and deposits 178,729 - - -
Notes and accounts receivable — trade 232,303 - = -
Total ¥418,565 ¥70 — ¥9,976
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(b) Fair Values of Financial Instruments (continued

Due after  Due after
oneyear five years
Due inone through through Due after
At March 31, 2020 year or less five years tenyears tenyears
(Thousands of U.S. dollars)

Marketable and investment securities:
Held-to-maturity debt securities:

Municipal bonds $ 211 $ 643 $156 $ -
Corporate bonds 27,556 — — —
Negotiable certificates of deposit 39,051 - - -
Other 18,377 9,188 - 63,925
Cash and deposits 2,242,120 - - -
Notes and accounts receivable — trade 2,064,219 - - -
Total $4,391,546 $9,831 $156 $63,925
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Held-to-maturity debt securities at March 31, 2@2d 2019 are as follows:

Carrying Fair Unrealized
At March 31, 2020 value value gain (loss)
(Millions of yen)
Securities whose fair value exceeds their
carrying value:
Public bonds ¥ 110 ¥ 110 ¥ —
Corporate bonds - - -
Other 3,000 3,118 118
Securities whose carrying value exceeds
their fair value:
Public bonds - - -
Corporate bonds 2,999 2,999 -
Other 11,207 10,738 (469)
Total ¥17,318 ¥16,967 ¥(350)
Carrying Fair Unrealized
At March 31, 2019 value value gain (loss)
(Millions of yen)
Securities whose fair value exceeds their
carrying value:
Public bonds ¥ 133 ¥ 133 ¥ -
Corporate bonds 1,000 1,004 4
Other 4,000 4,138 138
Securities whose carrying value exceeds
their fair value:
Public bonds - - -
Corporate bonds 999 999 -
Other 11,446 11,243 (203)
Total ¥17,579 ¥17,519 ¥ (59)
Carrying Fair Unrealized
At March 31, 2020 value value gain (loss)

Securities whose fair value exceeds their

carrying value:

Public bonds

Corporate bonds

Other
Securities whose carrying value exceeds
their fair value:

Public bonds

Corporate bonds

Other

Total

(Thousands of U.S dollars)

$ 1,014 $ 1,018 $ 4
27,565 28,650 1,084
27,564 27,560 (4)
102,977 98,667 (4,309)

$159,128  $155,903 $(3,216)
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Other securities at March 31, 2020 and 2019 afellasvs:

Acquisition Carrying Unrealized
At March 31, 2020 cost value gain (loss)

(Millions of yen)

Securities whose carrying value exceeds
their acquisition cost:
Stock ¥ 6,703 ¥10,847 ¥4,144
Securities whose acquisition cost
exceeds their carrying value:

Stock 10,082 6,320 (3,761)
Total ¥16,786 ¥17,168 ¥ 382

Acquisition Carrying Unrealized

At March 31, 2019 cost value gain (loss)

(Millions of yen)
Securities whose carrying value exceeds
their acquisition cost:
Stock ¥ 8,215 ¥15,087 ¥6,871
Securities whose acquisition cost
exceeds their carrying value:

Stock 8,612 6,088 (2,524)
Total ¥16,828 ¥21,176 ¥4,347

Acquisition Carrying Unrealized

At March 31, 2020 cost value gain (loss)

(Thousands of U.S. dollars)

Securities whose carrying value exceeds
their acquisition cost:

Stock $ 61,591 $ 99,669 $38,077
Securities whose acquisition cost
exceeds their carrying value:

Stock 92,639 58,072 (34,558)
Total $154,240 $157,750 $ 3,510
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8. Derivatives

(a) Derivative transactions to which hedge accognas not applied

With respect to purchase amount and the valuatiom @r loss of compound financial
instruments, please refer to Notes 6 and 7.

Currency-related transaction:

Notional amount

Maturing Maturing
within one  after one Unrealized
year year Fair valué*  gain (loss)

(Millions of yen)

At March 31, 2020

Forward foreign exchange
contracts:

Buying U.S. dollars ¥3,203 - ¥(17) ¥(17)
Selling U.S. dollars 1,075 - 8 8
Total ¥4,278 — ¥ (9) ¥ (9)
At March 31, 2019 (None applicable
Notional amount
Maturing Maturing
within one  after one Unrealized
At March 31, 2020 year year Fair valué*  gain (loss)

(Thousands of U.S. dollars)

Forward foreign exchange

contracts:
Buying U.S. dollars $29,431 - $(156) $(156)
Selling U.S. dollars 9,877 — 73 73

Total $39,309 — $ (82) $ (82)

The fair value of derivative transactions is bagedorward foreign exchange rate
and other methods.

*1.
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(b) Derivative transactions for which hedge accmgnare applied

Currency-related transactions:

Notional amount

Maturing Maturing
within one  after one
At March 31, 2020 Hedged item year year Fair valué*

(Millions of yen)

Basic treatment:
Currency swaps Fuel purchase
PayJapanese yen fund ¥5,047 - ¥2
/ Receive U.S. dollars
Forward exchange transactions Fuel purchase
Buying U.S. dollars fund 1,075 - (8)
Total ¥6,122 - ¥(6)

At March 31, 2019 (None applicable

Notional amount
Maturing Maturing
within one  after one
At March 31, 2020 Hedged item year year Fair valué*

(Thousands of U.S. dollars)

Basic treatment:

PayJapanese yen Fuel purchase
/ Receive U.S. dollars fund $46,375 - $ 18
Forward exchange transactions Fuel purchase
Buying U.S. dollars fund 9,877 - (73)
Total $56,252 — $(55)

*1. The fair value of derivative transactions iséd on forward foreign exchange rate
and other methods.
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Interest-related transactions:

Notional amount
Maturing Maturing
within one  after one
At March 31, 2020 Hedged item year year Fair valué*
(Millions of yen)

Basic treatment:
Interest rate swaps Long-term loans ¥ 77,483 ¥20,690 ¥(582)

Pay fixed / Receive floating
Special treatment:

Interest rate swaps Long-term loans 55,260 39,468 2
Pay fixed / Receive floating
Total ¥132,743 ¥60,158 ¥ (582)

Notional amount
Maturing Maturing
within one  after one
At March 31, 2019 Hedged item year year Fair valué*
(Millions of yen)

Basic treatment:
Interest rate swaps Long-term loans ¥ 04,674 ¥ 77,483 ¥ (1,259)
Pay fixed / Receive floating

Special treatment:

Interest rate swaps Long-term loans 71,052 55,260 "2
Pay fixed / Receive floating
Total ¥165,726 ¥132,743 ¥ (1,259)

Notional amount
Maturing Maturing
within one  after one
At March 31, 2020 Hedged item year year Fair valué*
(Thousands of U.S dollars)

Basic treatment:
Interest rate swaps Long-termloans $ 711,963 $190,113  $(5,347)
Pay fixed / Receive floating

Special treatment:

Interest rate swaps Long-term loans 507,764 362,657 2
Pay fixed / Receive floating
Total $1,219,728 $552,770 $(5,347)

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

*2. Interest-rate swaps subject to special treatipermitted by the accounting standards
for financial instruments are accounted for togethi¢h 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.
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8. Derivatives (continued)

Commodity related transactions:

Notional amount

Maturing Maturing
within one  after one
At March 31, 2020 Hedged item year year Fair valué*

(Millions of yen)

Basic treatment:
Commodity futures transactions
Pay fixed / Receive floating Fuel ¥606 — ¥(269)
Total ¥606 — ¥(269)

At March 31, 2019 (None applicable

Contract amount

Maturing Maturing
within one  after one
At March 31, 2020 Hedged item year year Fair valué*

(Thousands of U.S dollars)

Basic treatment:
Commaodity futures transactions
Pay fixed / Receive floating Fuel $5,568 - $(247)
Total $5,568 - $2471

*1. The fair value of derivative transactions iséd on forward foreign exchange rate
and other methods.
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9. Cash Flow Information

For the consolidated statements of cash flows neltation between cash and cash
equivalents and cash balances on the consolidatadde sheets as of March 31, 2020 and

2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)

Cash and deposits ¥244,010 ¥178,729 $2,242,120
Time deposits with maturities of more than
three months (1,804) (966) (16,576)
Short-term investments with an original
maturity within three months included in
other current assets 10,116 7,179 92,952
Cash and cash equivalents ¥252,322 ¥184,942 $2,318,496

10. Shares to affiliates

Shares to affiliates of March 31, 2020 and 2019& 773 million ($907,589 thousand)
and ¥97,158 million, respectively.

11. Inventories

Details of inventories at March 31, 2020 and 209as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Commercial products and finished goods ¥ 4,874 4¥3, $ 44,785
Work in process 7,176 8,843 65,937
Raw materials and supplies 55,322 64,472 508,334
Total ¥67,374 ¥78,789 $619,075

12. Notes and Accounts Receivable — Trade

Notes and accounts receivable — trade at MarcB@A0 and 2019 consisted of the
following:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Notes and accounts receivable — trade ¥224,649 , 3232 $2,064,219
Less allowance for doubtful accounts (466) (462) (4,281)
Total ¥224,182 ¥231,841 $2,059,928
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13. Revaluation Reserve for Land

In accordance with “Act on Revaluation of Land” (A¢o. 34 of 1998), the land used for
business owned by consolidated subsidiaries wagiabnd the unrealized gains or losses on
the revaluation of land, net of deferred tax, weorded as “Revaluation reserve for land”
within net assets, and the relevant deferred taxraeorded as “Deferred tax liabilities for

land revaluation” in liabilities.

(@) The method of revaluation was as follows:

Under Article 2.4, “Order for Enforcement of thetAam Revaluation of Land,” the
land price for the valuation was determined bagsethe official notice prices assessed
and published by the Commissioner of National Tgercy of Japan as basis for
calculation of Landholding Tax as stipulated inckt16 of the Landholding Tax Law.
Appropriate adjustments for the shape of land aeditning of the assessment have

been made.

(b) Revaluation Date: March 31, 2002

The difference between the total book value aftgaluation and the total fair values
as of March 31, 2020 and 2019 are ¥3,467 milli@L(857 thousand) and ¥3,950
million, respectively.

14. Long-Term Debt

At March 31, 2020 and 2019, long-term debt withidef repayment schedule consisted of
the following:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Bonds in yen due through 2039 ¥ 1,050,05% 910,120 $ 9,648,543
Loans from banks and other financial
institutions due through 2039 1,362,607 1,430,322 2,520,509
Other 17,798 16,300 163,539
Subtotal 2,430,458 2,356,743 22,332,610

Less current portion (361,365) (312,116) (3,320,453)
Total ¥2,069,092 ¥2,044,626 $19,012,147

Long-term debt payments fall due subsequent to Maic 2020 are as follows:

(Millions of (Thousands of
Years ending March 31, yen) U.S dollars)

2021 ¥ 361,365 $ 3,320,453
2022 266,685 2,450,473
2023 279,689 2,569,962
2024 253,306 2,327,538
2025 286,199 2,629,780
2026 and thereafter 983,211 9,034,374
Total ¥2,430,458 $22,332,610
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14. Long-Term Debt (continued)

All assets of the Company are subject to certatusiry preferential rights established to
secure the bonds and loans from the Developmerk Baapan Incorporated.

Certain agreements relating to long-term debt Etpuhat the Company is required to
submit proposals for the appropriation of retairathings and to report other significant
matters, if requested by the lenders, for theireng\and approval prior to presentation to the
shareholders. No such requests have ever been made.

Secured long-term debt at March 31, 2020 and 264 8sfollows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Bonds ¥1,050,000 ¥910,000 $9,648,074
Long-term loans 307,867 332,387 2,828,879

The assets of certain consolidated subsidiarieigpl as collateral for the above long-term
debt at March 31, 2020 and 2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)

Land ¥10,495 ¥12,346 $ 96,434
Structures 12,760 18,658 117,247
Machinery and equipment 3,863 5,820 35,495
Other 1,950 7,056 17,917
Total ¥29,071 ¥43,883 $267,123

The assets pledged as collateral for the loanscofigany, which was invested by the
Company at March 31, 2020 and 2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Long-term investments ¥986 ¥254 $9,060
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15. Retirement Benefit Plans

The Company and certain of its subsidiaries hateefunded or unfunded defined benefit
plans and defined contribution plans, which togetiower substantially all full-time employees

who meet certain eligibility requirements.

Certain subsidiaries use a simplified method fdcudating retirement benefit expenses and

related assets and liabilities.

(a) Defined benefit plans (excluding plans caladdby the simplified method)

The changes in the defined benefit obligation dytive years ended March 31, 2020

and 2019 are as follows:

Balance as of beginning of the period

Service cost
Interest cost
Actuarial loss
Retirement benefit paid
Prior service cost
Other
Balance as of end of the period

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
¥492,355 pis S $4,524,074
14,272 14,241 131,140
2,454 2,484 22,548
382 1,944 3,510
(21,519) (22,175) (197,730)
_ 43 _
309 204 2,839

¥488,254 ¥492,355  $4,486,391

The change in plan assets during the years endech\3a, 2020 and 2019 are as

follows:

Balance as of beginning of the period

Expected return on plan assets
Actuarial loss
Contribution by the companies
Retirement benefit paid
Other

Balance as of end of the period

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
¥323,720 ey $2,974,547
9,626 10,029 88,449
(18,283) (5,801) (167,995)
5,709 5,734 52,457
(13,341) (13,515) (122,585)
243 179 2,232

¥307,674 ¥323,720  $2,827,106
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15. Retirement Benefit Plans (continued)
(@) Defined benefit plans (excluding plans caladaby the simplified method) (continued)
The following table sets forth the funded and aedrstatus of the plans, and the

amounts recognized in the consolidated balanceéshe#larch 31, 2020 and 2019 for
the Company’s and the consolidated subsidiarigsiel@ benefit plans:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Defined benefit obligation under funded
plans ¥353,223 ¥355,713 $3,245,639
Plan asset at fair value (307,674) (323,720) (2,827,106)
45,548 31,992 418,524

Defined benefit obligation under

unfunded plans 135,031 136,641 1,240,751
Net amount of liabilities and assets

for defined benefits on consolidated

balance sheet 180,579 168,634 1,659,275
Defined benefit liability 184,389 172,900 1,694,284
Defined benefit asset (3,809) (4,265) (34,999)

Net amount of liabilities and assets
for defined benefits on consolidated
balance sheet ¥ 180,579 ¥ 168,634 $ 1,659,275

The components of retirement benefit expensetoyears ended March 31, 2020
and 2019 are outlined as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)

Service cost ¥14,272 ¥14,241 $131,140
Interest cost 2,454 2,484 22,548
Expected return on plan assets (9,626) (10,029) 4483
Amortization of unrecognized actuarial
loss 3,457 20,385 31,765
Amortization of unrecognized prior
service cost (57) (41) (523)
Other 1,403 1,708 12,891
Retirement benefit expenses for defined
benefit plans ¥11,903 ¥28,748 $109,372
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15. Retirement Benefit Plans (continued)

(@) Defined benefit plans (excluding plans caladaby the simplified method) (continued)

The components of remeasurements of defined begaefis included in other
comprehensive income (before tax effect) for theryended March 31, 2020 and 2019

are outlined as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Prior service cost ¥ (57) ¥ (85) $ (523)
Actuarial gain and loss (15,209) 12,639 (139,750)
Total ¥(15,266) ¥12 553 $(140,273)

Unrecognized prior service cost and unrecognizéabai@l gain/loss included in
accumulated other comprehensive income as of M2itcR020 and 2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Unrecognized prior service cost ¥ 42 ¥ (15) 885
Unrecognized actuarial loss 22,346 7,136 205,329
Total ¥22,388 ¥7,121 $205,715

The fair value of plan assets by major categorg psrcentage of total plan assets as
of March 31, 2020 and 2019 are as follows:

2020 2019
Bonds 38% 37%
Life insurance general account 23% 22%
Stocks 25% 28%
Other 14% 13%
Total 100% 100%

The expected return on plan assets has been extitveted on the current and
anticipated allocation of plan assets, and expeetied of long-term return on various

assets in each category.
The principal assumptions used in actuarialdaton are as follows:

2020 2019

0.0% ~1.2 % 0.0% ~1.2 %

Discount rates
.0%063.2 % 0.0% ~3.3 %

Expected rates of long-term return on plan assets
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15. Retirement Benefit Plans (continued)
(b) Defined benefit plans (calculated by the sifigadi method )

The changes in the defined benefit obligation leydimplified method during the
years ended March 31, 2020 and 2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Balance as of beginning of the period ¥5,622 ¥5,436 $51,658
Retirement benefit expenses 967 852 8,885
Retirement benefit paid (699) (571) (6,422)
Contribution to the plans (103) (94) (946)
Other (242) - (2,223)
Balance as of end of the period ¥5,544 ¥5,622 $50,941

The following table sets forth the funded and aedrstatus of the plans, and the
amounts recognized in the consolidated balancashe&arch 31, 2020 and 2019 for
the Company’s and the consolidated subsidiarigsie@ benefit plans calculated by the
simplified method:

2020 2019 2020
(Millions of yen) (Thousands of
U.S doallars)
Defined benefit obligation under funded
plans ¥1,690 ¥1,748 $15,528
Plan asset at fair value (1,724) (1,786) (15,841)
(34) (38) (312)

Defined benefit obligation under

unfunded plans 5,578 5,661 51,254
Net amount of liabilities and assets for

defined benefits on consolidated balance

sheet 5,544 5,622 50,941
Net defined benefit liability 5,578 5,661 51,254
Net defined benefit asset (34) (38) (312)

Net amount of liabilities and assets for
defined benefits on consolidated balance
sheet ¥5,544 ¥5,622 $50,941

Retirement benefit expenses calculated by the diegpimethod for the years ended
March 31, 2020 and 2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
¥967 ¥852 $8,885
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15. Retirement Benefit Plans (continued)
(c) Defined contribution plans

Required contribution by the Company and its cadatéd subsidiaries for the years
ended March 31, 2020 and 2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
¥1,807 ¥1,839 $16,603

16. Asset Retirement Obligations
(&) Overview of asset retirement obligations

With regards to decommissioning of specified nucpeaver units provided mainly in
the “Act on the Regulation of Nuclear Source MatefNuclear Fuel Material and
Reactors,” related asset retirement obligationgwecognized. Paragraph 8 of the
“Guidance on Accounting Standard for Asset Retingn@bligations,” have been applied
to the assets corresponding to asset retiremeigiatibhs concerning decommissioning
of specified nuclear power units, and based omules of the “Ministerial Ordinance for
Reserve for Decommissioning Costs of Nuclear Pdwets” (a ministerial ordinance
by the Ministry of Economy, Trade and Industry 186.issued in 1989), the total
estimate of decommissioning costs of nuclear pawés is recognized by the straight-
line method over the expected operational periaguafear power units.

(b) The calculation method for the amounts of asst#ement obligations

Assuming the expected periods of operation as gedvinainly by the “Ministerial
Ordinance for Reserve for Decommissioning Costsumfilear Power Units” (a ministerial
ordinance by the Ministry of Economy, Trade andulstdy No. 30 issued in 1989) as
estimated utility periods, the amount of assetagatent obligations is recognized by
using the discount rate of 2.3%.

(c) Increase/decrease in the total amount of assetment obligations for the fiscal years
ended March 31, 2020 and 2019.

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Balance as of beginning of the period ¥162,214 ¥121,010 $1,490,526
Net changes 3,962 41,203 36,405
Balance as of end of the period ¥166,176 ¥162,214 $1,526,931
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17. Stock Options

At the Board of Directors meeting held on JuneZZH,0, the Company resolved to grant
share subscription rights to its directors as gegsttled share-based compensation type stock
option plans pursuant to the Companies Act.

Expenses related to stock options in the amou¥269 million ($2,379 thousand) and
¥282 million are recorded under share-based comafiensxpenses of electric power
operating expenses for the years ended March 2D, &0d 2019, respectively.

The stock options outstanding as of March 31, 2820as follows:

2011 Stock Option 2012 Stock Option 2013 Stock Option 2014 Stock Option

Individuals covered 17 directors of the 17 directors of the 16 directors of the 15 directors of the
by the plan Company and 24 Company and 23 Company and 24  Company (excludin
executive officers  executive officers  executive officers  an outside director)
of the Company of the Company of the Company and 24 executive
officers of the
Company

Type and number of 165,400 shares of 286,900 shares of 297,500 shares of 218,300 shares of
shares to be issued capital stock of the capital stock of the capital stock of the capital stock of the

upon the exercise of Company Company Company Company

the share subscription

rights”

Date of grant August 2, 2010 August 1, 2011 Audug012 August 1, 2013
Vesting conditions Not defined Not defined Not defi Not defined
Eligible service period Not defined Not defined Not defined Not defined
Exercise period From August 3, 201 From August 2, 201. From August 2, 201 From August 2, 201

to August 2, 2035 to August 1, 2036 to August 1, 2037 to August 1, 2038

2015 Stock Option 2016 Stock Option 2017 Stock Option 2018 Stock Option

Individuals covered 15 directors of the 15 directors of the 14 directors of the 13 directors of the

by the plan Company (excludint Company (excludine Company (excludingc Company (excluding
an outside director) an outside director) outside directors)  outside directors)
and 25 executive  and 23 executive  and 27 executive  and 27 executive
officers of the officers of the officers of the officers of the
Company Company Company Company

Type and number of 242,300 shares of 147,500 shares of 195,400 shares of 162,900 shares of

shares to be issued capital stock of the capital stock of the capital stock of the capital stock of the

upon the exercise of Company Company Company Company

the share subscription

rights”

Date of grant August 1, 2014 August 3, 2015 Audu016 August 1, 2017
Vesting conditions Not defined Not defined Not defi Not defined

Eligible service period Not defined Not defined Not defined Not defined
Exercise period From August 2, 201 From August 4, 201 From August 2, 201 From August 2, 201

to August 1, 2039 to August 3, 2040 to August 1, 2041  to August 1, 2042
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17. Stock Options (continued)

2019 Stock Option 2020 Stock Option

Individuals covered 10 directors of the 10 directors of the

by the plan Company (excludint Company(excluding
an outside directors an outside directors
and audit and and audit and
supervisory supervisory
committee committee
members) and 34 members) and 35
executive officers o executive officers of
the Company the Company
(excluding directors) (excluding directors)

Type and number of 215,100 shares of 271,400 shares of
shares to be issued capital stock of the capital stock of the

upon the exercise of Company Company

the share subscription

rights”

Date of grant August 1, 2018 August 1, 2019
Vesting conditions Not defined Not defined
Eligible service period Not defined Not defined
Exercise period From August 2, 20om August 2, 2019

to August 1, 2043  to August 1, 2044

* Number of stock options is converted into numbkeshares.
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17. Stock Options (continued)

The change in the size of stock options was agvisli

2011 Stock 2012 Stock 2013 Stock 2014 Stock
Option Option Option Option
(Shares)

Non-vested

as of March 31, 2019 — Outstanding 18,500 50,100 ,AC8D 53,300
Granted - - - -
Forfeited - - - -
Vested 3,000 12,200 12,700 10,300

as of March 31, 2020 — Outstanding 15,500 37,900 , 7046 43,000

Vested

as of March 31, 2019 — Outstanding - - - -
Vested 3,000 12,200 12,700 10,300
Exercised 3,000 12,200 12,700 10,300
Forfeited - - - -

as of March 31, 2020 — Outstanding - - - -

2015 Stock 2016 Stock 2017 Stock 2018 Stock
Option Option Option Option
(Shares)

Non-vested

as of March 31, 2019 — Outstanding 83,800 76,500 3,910 131,300
Granted - - - -
Forfeited - — - -
Vested 15,800 11,500 14,600 20,000

as of March 31, 2020 — Outstanding 68,000 65,000 9,30D 111,300

Vested

as of March 31, 2019 — Outstanding - - - -
Vested 15,800 11,500 14,600 20,000
Exercised 15,800 11,500 14,600 20,000
Forfeited - — - -

as of March 31, 2020 — Outstanding
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17. Stock Options (continued)

2019 Stock 2020 Stock
Option Option
(Shares)

Non-vested

as of March 31, 2019 — Outstanding 215,100 -
Granted - 271,400
Forfeited - -
Vested 26,500 -

as of March 31, 2020 — Outstanding 188,600 271,400

Vested

as of March 31, 2019 — Outstanding - -
Vested 26,500 -
Exercised 26,500 -
Forfeited - -

as of March 31, 2020 — Outstanding

Unit price information is as follows:

2011 Stock Option

2012 Stock Option 2013 Stock Option 2014 Stock Option

(Yen) (U.S dollars) (Yen) (U.S dollars) (Yen) (U.S dollars) (Yen) (U.S dollars)
Exercise price ¥ 1 $ 0.009 ¥ 1 $ 0.00 ¥ 1 $ 0.009 ¥ 1 $ 0.009
Weighted average
exercise price 1,102 10.125 1,102 10.125 1,102 10.125 1,102 10.125
Weighted average
fair value per stock
at the granted date 1,608 14.775 821 7.543 480 4.410 1,229 11.292

2015 Stock Option

2016 Stock Option 2017 Stock Option 2018 Stock Option

(Yen) (U.S dollars) (Yen) (U.S dollars) (Yen) (U.S dollars) (Yen) (U.S dollars)
Exercise price Yy 1 $ 0.009 ¥ 1 $000 ¥ 1 $ 0.009 ¥ 1 $ 0.009
Weighted average
exercise price 1,102 10.125 1,102 10.125 1,102 250.1 1,102 10.125
Weighted average
fair value per stock
at the granted date 1,155 10.612 1,713 15.740 1,234 11.338 1,415 13.001

2019 Stock Option

2020 Stock Option

(Yen) (U.S dollars) (Yen) (U.S dallars)
Exercise price Yy 1 $ 0009 ¥ 1 $ 0.009
Weighted average
exercise price 1,102 10.125 — —
Weighted average
fair value per stock
at the granted date 1,312 12.055 957 8.793
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17. Stock Options (continued)

The estimation method of the fair value of 2020c&tOption granted in the year ended
March 31, 2020 is as follows:
I.  The valuation technique used is the Black-Sch@etion pricing model.

[I.  Assumption used:

Stock price volatility™ 19.789%

Expected holding period 2.684 years

Expected cash dividerid ¥40 ($0.367) per share
Risk-free interest raté (0.212)%

*1.  Stock price volatility is computed based on thet gasck prices during the period
(From November 2016 to August 2019) correspondinthé¢ expected remaining
period (2.684 years).

*2.  Estimation is made based on weighted-average axpected remaining service
period of each individual to whom subscription tgto shares were granted by the
number of subscription rights to shares grantddr ahlculating the average age of
leaving office for each position over the pastyears.

*3.  Actual cash dividend for the fiscal year ended Ma3t, 2019.

*4,  Risk-free interest rate refers to yields of Japargs/ernment bonds
corresponding to the expected remaining period.

Estimation method of the number of vested stocioopt

Since it is difficult to estimate the number of&tm@ptions to be forfeited in the future on a
reasonable basis, the number of the vested optdiests the number of options that have
actually been forfeited.

18. Dividend policy
The following appropriations of retained earninghjch have not been reflected in the

accompanying consolidated financial statementsappeoved at a general meeting of the
shareholders of the Company held on June 25, 2020:

(Millions of (Thousands of
yen) U.S dollars)
Year-end cash dividends
(¥20 = U.S.$0.183 per share) ¥9,086 $91,757
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19. Income Taxes

The significant components of deferred tax assaddiabilities at March 31, 2020 and
2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)

Deferred tax assets:

Defined benefit liability ¥ 53,348 ¥ 50,215 $ 45

Intercompany profits 25,728 26,338 236,405

Deferred revenues 20,478 22,092 188,165

Asset retirement obligations 23,318 23,913 214,260

Net operating loss carryforwards 2,052 4,818 18,855

Other 98,487 99,326 904,961

223,414 226,704 2,052,871

Valuation allowance (38,025) (37,216) (349,398)
Total deferred tax assets 185,388 189,488 1,703,464
Deferred tax liabilities:

Assets corresponding to asset retirement

obligations (16,449) (17,285) (151,143)

Special account related to nuclear power

decommissioning (6,809) (6,827) (62,565)

Unrealized holding gain on available-for-

sale securities (1,172) (1,942) (10,769)

Other (1,389) (738) (12,763)
Total deferred tax liabilities: (25,821) (26,793) (237,259)
Net deferred tax assets ¥159,568 ¥162,696 $1,466,213

The effective tax rates reflected in the accompaggonsolidated statements of income
differ from the statutory tax rates for the yeandexd March 31, 2020 and 2019 for the
following reasons:

2020 2019

Statutory tax rates 27.85% 27.85%
Effect of:

Unrecognized tax effect on unrealized profit eliation 1.68 1.93

Valuation allowance 0.86 0.01

Different tax rates applied to consolidated sulasids 0.73 1.14

Tax credit (0.73) (1.10)

Other, net 0.22 0.11
Effective tax rates 30.61% 29.94%
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20. Shareholders’ Equity

The Corporation Law of Japan (the “Law”) providkeattan amount equal to 10% of the
amount to be disbursed as distributions of capitgblus (other than the capital reserve) and
retained earnings (other than the legal resena)ldibe transferred to the capital reserve and
the legal reserve, respectively, until the sunhefeapital reserve and the legal reserve equals
25% of the capital stock account. Such distribigioan be made at any time by resolution of
the shareholders, or by the Board of Directoreran conditions are met, but neither the
capital reserve nor the legal reserve is availdldistributions.

The legal reserve of ¥62,860 million ($577,598 #and) was included in retained earnings
in the accompanying consolidated financial stateémfar the year ended March 31, 2020.

21. Reserve for Retirement Benefit Expenses and Provasi for disaster recovery costs

Reserve for retirement benefit expenses and Paovisr disaster recovery costs for the
years ended March 31, 2020 and 2019 are as follows:

Years ended March 31, 2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Reserve for retirement benefit expenses ¥14,678 ¥ 31,440 $ 134,870
Provision for disaster recovery costs ¥3,258 ¥ — $ 29,936

22. Operating Expenses

Electric utility operating expenses for the yeardaxl March 31, 2020 and 2019 are as
follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)

Personnel ¥ 144,023 ¥ 160,711 $1,323,375
Fuel 376,730 448,747 3,461,637
Maintenance 162,446 173,878 1,492,658
Subcontracting fees 49,268 45,508 452,706
Depreciation and amortization 204,818 194,369 1883
Purchased power 582,476 523,953 5,352,163
Taxes other than income taxes 85,792 87,073 788,312
Other 310,935 308,761 2,857,070
Total ¥1,916,492 ¥1,943,004 $17,609,960
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23. Research and Development Costs
Research and development costs included in selieigeral and administrative expenses

and manufacturing costs for the years ended Mat¢cR@®0 and 2019 are ¥8,593 million
($78,958 thousand) and ¥8,743 million, respectively

24. Extraordinary losses

Typhoon Hagibis caused equipment damage such adatian of the hydro power
equipment and tilting and collapse of utility polthe Company and its consolidated
subsidiaries.

Due to this disaster, the Company recorded a ogeniloss on property of ¥550 million

($5,053 thousand) as a book value of lost asseéta dwss on disaster of ¥5,648 million
($51,897 thousand) as a disaster recovery cosligaster-affected equipment.

25. Contingent Liabilities

Contingent liabilities at March 31, 2020 and 201® as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Guarantees of bonds and loans of other
companies:
Japan Nuclear Fuel Limited ¥53,960 ¥59,517 $49%5,8
The Japan Atomic Power Company and
other companies 11,797 11,731 108,398
Guarantees of housing loans for
employees 27 45 248
Guarantees for transactions of affiliates
and other companies 10,736 3,392 98,649
Recourse under debt assumption
agreements - 50,000 -
Total ¥76,520  ¥124,685 $703,114
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26. Amounts Per Share

Basic net income per share is computed based ametiacome available for distribution
to shareholders of capital stock and the weighteteage number of shares of capital stock
outstanding during the year. Diluted net incomegberre is computed based on the net
income available for distribution to the sharehaotdend the weighted-average number of
shares of capital stock outstanding during the gsauming full conversion of the convertible
bonds. Net assets per share are computed bashkd pattassets excluding subscription rights
shares and non-controlling interests and the numi&hares of capital stock outstanding at
the year end.

The amounts per share for the years ended MarchO2D, and 2019 are as follows:

Years ended March 31, 2020 2019 2020
(Yen) (U.S dollars)
Net income:
Basic ¥126.32 ¥93.12 $1.160
Diluted 117.38 87.61 1.078
Cash dividends applicable to the year ¥40.00 ¥40.00 $0.367
At March 31, 2020 2019 2020
(Yen) (U.S dollars)
Net assets ¥1,584.30 ¥1,526.66 $14.557
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27. Consolidated Statements of Comprehensive Income

The components of other comprehensive income yé#ars ended March 31, 2020 and
2019 are as follows:

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Unrealized holding gain on available-for-sale
securities:
Amount recorded during the fiscal year ¥ (4,015) ¥ (5,129) $ (36,892)
Reclassification adjustments 9 (0) 82
Before income tax effect (4,006) (5,129) (36,809)
Income tax effect 1,066 1,245 9,795
Unrealized holding gain on available-for-sale
securities (2,939) (3,883) (27,005)
Unrealized gain (loss) from hedging
instruments:
Amount recorded during the fiscal year (65) 387 7059
Reclassification adjustments 605 704 5,559
Asset at cost adjustments (139) (587) (2,277)
Before income tax effect 401 504 3,684
Income tax effect (1112) (140) (1,019)
Unrealized gain (loss) from hedging 290 363 2,664
instruments
Foreign currency translation adjustments:
Amount recorded during the fiscal year (470) (503) (4,318)
Remeasurements of defined benefit plans:
Amount recorded during the fiscal year (18,672) 7%3) (171,570)
Reclassification adjustments 3,405 20,307 31,287
Before income tax effect (15,266) 12,553 (140,273)
Income tax effect 4,247 (3,628) 39,024
Remeasurements of defined benefit plans (11,019) 8,925 (101,249)
Share of other comprehensive income of
entities accounted for using equity method:
Amount recorded during the fiscal year (2) (2) (18)
Total other comprehensive income ¥(14,141) ¥4,900 $(129,936)
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28. Segment Information
(@) Overview of reportable segments

The reportable segments of the Company and itsotidated subsidiaries are those
units for which separate financial statements @nlidained among the constituent units
of the Company and its consolidated subsidiariesvéemich are regularly examined by
the Management Committee for decisions on the atioc of management resources
and for assessing business performance.

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

The Company and its consolidated subsidiaries sbassegments based upon energy
services and thus the Company designates two segjntles electric power business and
the construction business as reportable segmeatelBatric power business segment
involves the electric power supply business. Thestraction business segment consists of
business related to the construction of electrtel@communication facilities and
buildings, civil engineering, the design and maotifee of electricity supply facilities,
and business related to the research, survey ahgsesconcerning environment
preservation.

(b) Basis for calculating sales, profit and lossets and other items by reportable segment
The method for accounting process of reportablenseds is equivalent to the method
described in Note 1 “Summary of Significant AccangtPolicies.” Segment performance

is evaluated based on operating income or losstdegment sales recorded are based on
the third party transaction prices.

(c) Information on amounts of sales, profit or |@ssets and other items by reportable segment

The segment information of the Company and its clictested subsidiaries for the
years ended March 31, 2020 and 2019 are summaasztadlows:

Reportable segment

Electric

Year ended power  Construction Reconciling Consolidated

March 31, 2020 business business Subtotal Other Total item* total
(Millions of yen)

Net sales:
(1) Net sales to exterr

customers ¥ 2,022,411 ¥126,217 ¥ 2,148,629 ¥ 97,740 ¥ 2,246,369 ¥ — ¥ 2,246,369
(2) Net intersegment

sales 3,265 146,952 150,218 130,516 280,735 (280,735) -
Total 2,025,677 273,169 2,298,847 228,256 2,527,104  (280,735) 2,246,369
Segment profit ¥ 101,114 ¥ 8,712 ¥ 109,827 ¥ 09,702 ¥ 119,530 ¥ (3,179) ¥ 116,350
Segment assets ¥ 3,943,957 ¥255,390 ¥4,199,347 ¥414,948 ¥ 4,614,295 ¥ (291,196) ¥ 4,323,099
Other items:

Depreciation ¥ 212816 ¥ 3,815 ¥ 216,631 ¥18,889 ¥ 235521 ¥ (8,501) ¥ 227,019

Increase in property,
plant, equipment and
intangible assets ¥ 322,768 ¥ 4567 ¥ 327,335 ¥17,403 ¥ 344,739 ¥ (11,731) ¥ 333,008
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28. Segment Information (continued)

(c) Information on amounts of sales, profit or |@ssets and other items by reportable segment

(continued)
Reportable segment

Electric
Year ended power  Construction Reconciling Consolidated
March 31, 2019 business business Subtotal Other Total item* total
(Millions of yen)

Net sales:
(1) Net sales to external

customers ¥ 2,012,748 ¥132,590 ¥ 2,145,338 ¥ 08,975 ¥2,244,314 ¥ — ¥2244314
(2) Net intersegment

sales 3,164 143,297 146,461 126,035 272,497 (272,497) -
Total 2,015,912 275,887 2,291,800 225,011 2,516,811 (272,497) 2,244,314
Segment profit ¥ 64,899 ¥10,837 ¥ 75,737 ¥ 10,777 ¥ 86,515 ¥ (2,882) ¥ 83,633
Segment assets ¥ 3,908,894 ¥247,524 ¥ 4,156,419 ¥ 387,020 ¥ 4,543,440 ¥(284,806) ¥ 4,258,633
Other items:

Depreciation ¥ 201,774 ¥ 3,825 ¥ 205599 ¥ 17,980 ¥ 223,580 ¥ (7,952) ¥ 215,628

Increase in property,
plant, equipment and
intangible assets ¥ 265,279 ¥ 5164 ¥ 270,444 ¥ 23,167 ¥ 293,611 ¥ (10,320) ¥ 283,291

Reportable segment

Electric
Year ended power  Construction Reconciling Consolidated
March 31, 2020 business business Subtotal Other Total item* total
(Thousands of U.S. dollars)

Net sales
(1) Net sales to external

customer $18,583,21 $1,159,76. $19,742,98 $ 898,09 $20,641,08: $ - $20,641,08
(2) Net intersegment

sales 30,000 1,350,289 1,380,299 1,199,264 2,579,573 (2,579,573) -
Total 18,613,22 2,510,05. 21,123,28 2,097,36. 23,220,65 (2,579,57) 20,641,08
Segment profit $ 929,100 $ 80,051 $1,009,161% 89,148 $1,098,318 $ (29,210) $ 1,069,098
Segment assets $36,239,612 $ 2,346,687 $38,586,299 $ 3,812,808 $42,399,108 $(2,675,696) $39,723,412
Other items

Depreciation $1,955490% 35,054 $1,990544% 173,564 $2,164,118 $ (78,112) $ 2,085,996
Increase in property,
plant, equipment and
intangible assets $2,965,799% 41,964 $3,007,764 $ 159,909 $ 3,167,683 $ (107,791) $ 3,059,891

* Reconciling item includes eliminations of integeeent transactions and other factors.
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Independent Auditor’s Report

3

The Board of Directors
Tohoku Electric Power Company, Incorporated

Opinion

We have audited the accompanying consolidated financial statements of Tohoku Electric Power
Company, Incorporated and its subsidiaries (the Group), which comprise the consolidated balance
sheet as at March 31, 2020, and the consolidated statement of income, comprehensive income,
changes in net assets, and cash flows for the year then ended, and notes to the consolidated
financial statements.

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

Basis for Opinion

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

Responsibilities of Management, Audit and Supervisory Committee for the Consolidated
Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the
Group's ability to continue as a going concern and disclosing, as required by accounting principles
generally accepted in Japan, matters related to going concern.

Audit and Supervisory Committee is responsible for overseeing the Group’s financial reporting
process.

A member firm of Ernst & Young Global Limited
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain ‘reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

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

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.

Consider internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances for our risk assessments, while the purpose of the audit of
the consolidated financial statements is not expressing an opinion on the effectiveness of the
Group’s internal control.

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

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

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

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

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

We also provide the Audit and Supervisory Committee with a statement that we have complied
with the ethical requirements regarding independence that are relevant to our audit of the financial
statements in Japan, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

A member firm of Ernst & Young Global Limited
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Conflicts of Interest

We have no interest in the Group which should be disclosed in accordance with the Certified
Public Accountants Act.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended March 31, 2020 are presented solely for convenience. Our audit also included the
translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such translation
has been made on the basis described in Note 2 to the consolidated financial statements.

Ernst & Young ShinNihon LLC
Tokyo, Japan

June 25, 2020

M\ < K

Shigeru Sekiguchi
Designated Engagement Partner
Certified Public Accountant

NEL T ES

Morio Sato
Designated Engagement Partner
Certified Public Accountant

TR K A

Daisuke Arlkura
Designated Engagement Partner
Certified Public Accountant
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Non-Consolidated Balance Sheets (Unaudited)

March 31,
2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)
Assets
Property, plant and equipment ¥ 9,150,636 ¥ 9,039,691 $ 84,081,925
Less accumulated depreciation (6,209,621) (6,133,274) (57,057,989)
Property, plant and equipment, net 2,941,014 2,906,417 27,023,927
Nuclear fuel:
Loaded nuclear fuel 30,591 30,591 281,089
Nuclear fuel in processing 143,740 134,490 1,320,775
Total nuclear fuel 174,331 165,081 1,601,865
Investments in and advances to:
Subsidiaries and affiliates 213,818 196,833 1,964,697
Other 79,058 83,863 726,435
Total investments and advances 292,876 280,696 2,691,132
Deferred tax assets 112,807 120,498 1,036,543
Other assets 7,821 8,242 71,864
Current assets:
Cash and deposits 126,485 72,154 1,162,225
Accounts receivable, less allowance for doubtful
accounts 177,105 178,410 1,627,354
Other accounts receivable 71,393 105,372 656,004
Short-term investments - - -
Fuel and supplies 47,269 56,289 434,337
Deferred tax assets - - -
Other current assets 11,671 30,378 107,240
Total current assets 433,925 442,604 3,987,181
Total assets ¥ 3,962,777 ¥ 3,923,541 $ 36,412,542

(U.S. dollar amounts are translated from yen, snvenience, at the rate of ¥108.83 = U.S. $1.@afiproximate rate of exchange at March 31, 2020.)
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Liabilities and net assets

Long-term debt

Provision for retirement benefits

Reserve for restoration costs of natural disaster
Asset retirement obligations

Current liabilities:
Current portion of non-current liabilities
Commercial paper
Accounts payable
Accrued income taxes
Accrued expenses
Other advances
Reserve for restoration costs of natural disaster
Asset retirement obligations
Other current liabilities
Total current liabilities

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
Capital surplus
Retained earnings

Treasury shares, at cost; 3,643,599 shares in @20d.9

3,804,644 shares in 2018
Total shareholders’ equity

Valuation, translation adjustments:

Valuation difference on available-for-sale secasti

Deferred losses on hedges
Total valuation and translation adjustments

Subscription rights to shares
Total net assets

Total liabilities and net assets

March 31,

2020 2019 2020

(Millions of yen) (Thousands of

U.S dollars)
¥2,075,552 ¥2,061,909 $19,071,506
130,225 133,708 1,196,591
5,061 4,873 46,503
165,136 160,975 1,517,375
367,455 317,539 3,376,412
- 40,000 -
133,449 123,601 1,226,215
8,837 602 81,200
85,357 98,004 784,314
205,310 251,911 1,886,520
2,588 198 23,780
100,091 76,037 919,700
903,091 907,897 8,298,180
251,441 251,441 2,310,401
26,657 26,657 244,941
412,131 380,532 3,786,924
(6,646) (6,870) (61,067)
683,583 651,760 6,281,200
(569) 2,312 (5,228)
(424) (908) (3,895)
(993) 1,403 (9,124)
1,120 1,013 10,291
683,710 654,178 6,282,366
¥3,962,777 ¥3,923,541 $36,412,542

(U.S. dollar amounts are translated from yen, @ovenience, at the rate of ¥108.83 = U.S. $1.@approximate rate of exchange at March 31, 2020.)
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Non-Consolidated Statements of Income (Unaudited)

Operating revenue

Operating expenses :
Personnel expenses
Fuel
Purchased power
Maintenance
Depreciation
Taxes, etc.
Subcontracting fees
Levy under Act on Purchase of Renewable Energy

Sourced Electricity
Other

Operating income

Other income (expenses):
Interest and dividend income
Interest expenses
Compensation income for damage
Contingent loss
Loss on disaster
Loss on decommissioning of Onagawa Nuclear Power
Station Unit 1
Other, net

Income before special item and income taxes

Special item:
Provision of reserve for fluctuation in water level
Income before income taxes

Income taxes :
Current
Deferred

Net income

Year ended March 31,

2020 2019 2020
(Millions of yen) (Thousands of
U.S dollars)

¥2,031,978 ¥2,025,559 $18,671,120

141,669 158,410 1,301,745
364,054 435,610 3,345,162
627,592 571,881 5,766,718
158,407 170,665 1,455,545
208,903 198,054 1,919,535

80,651 81,936 741,073
49,902 46,179 458,531
165,205 166,116 1,518,009
141,564 136,420 1,300,781
1,037,952 1,965,274 17,807,148
94,026 60,284 863,971
5,588 7,290 51,346
(17,148)  (18,586) (157,566)

i 7,900 i
(468) i (4,300)
(5,351) i (49,168)

i (2,145) i
(4,453) (2,166)  (40,917)
(21,833)  (7,708)  (200,615)
72,193 52,576 663,355

. (1,100) :
72,193 53,676 663,355
12,102 5224 111,200
8,431 8,132 77,469
20,533 13,356 188,670

¥ 51659 ¥ 40,320 $ 474,676

(U.S. dollar amounts are translated from yen, snvenience, at the rate of ¥108.83 = U.S. $1.@afiproximate rate of exchange at March 31, 2020.)

60



Non-Consolidated Statements of Changes in Equity fthudited)

Year's ended March 31, 2019

Shareholders’ equity

Valuation, translation adjustments

Valuation
difference on
Total available- Total valuation
Capital Retained Treasury shareholders’ for-sale Deferred losses  and translation Subscription Total
Capital stock surplus earnings shares equity securities on hedges adjustments rights to shares net assets
(Millions of yen)

Balance at April 1, 2019 ¥251,441 ¥26,657 ¥ 380,532 ¥(6,870) ¥651,760 ¥2,312 ¥(908) ¥1,403 ¥1,013 ¥654,178
Dividends of surplus (19,971) (19,971) (19,971)
Net income 51,659 51,659 51,659
Purchases of treasury shares (20) (20) (20)
Disposal of treasury shares (88) 244 155 155
Net changes in items other than

shareholders’ equity (2,881) 484 (2,397) 107 (2,290)

Balance at March 31, 2020 ¥251,441 ¥26,657  ¥412,131 ¥(6,646) ¥683,583 ¥(569) ¥(424) ¥(993) ¥1,120 ¥683,710

Year's ended March 31, 2018
Shareholders’ equity Valuation, translation adjustments
Valuation
difference on
Total available- Total valuation
Capital Retained Treasury shareholders’ for-sale Deferred losses  and translation Subscription Total
Capital stock surplus earnings shares equity securities on hedges adjustments rights to shares net assets
(Millions of yen)

Balance at April 1, 2018 ¥251,441 ¥26,657 ¥ 360,295 ¥(7,184) ¥631,210 ¥5,949 ¥(1,272) ¥4,677 ¥957 ¥636,845
Dividends of surplus (19,966) (19,966) (19,966)
Net income 40,320 40,320 40,320
Purchases of treasury shares (33) (33) (33)
Disposal of treasury shares (117) 347 229 229
Net changes in items other than

shareholders’ equity (3,637) 363 (3,273) 56 (17,332)

Balance at March 31, 2019

¥251,441 ¥26,657 ¥ 380,532 ¥(6,870) ¥651,760 ¥2,312 ¥(908) ¥1,403 ¥1,013 ¥654,178
Year's ended March 31, 2019
Shareholders’ equity Valuation, translation adjustments
Valuation
difference on
Total available- Total valuation
Capital Retained Treasury shareholders’ for-sale Deferred losses  and translation Subscription Total
Capital stock surplus earnings shares equity securities on hedges adjustments rights to shares net assets
(Thousands of U.S. dollars)

Balance at April 1, 2019 $2,310,401 $244,941  $3,496,572 $(63,125) $5,988,789 $21,244 $(8,343) $12,891 $9,308 $6,011,007
Dividends of surplus (183,506) (183,506) (183,506)
Net income 474,676 474,676 474,676
Purchases of treasury shares (183) (183) (183)
Disposal of treasury shares (808) 2,242 1,424 1,424
Net changes in items other than

shareholders’ equity (26,472) 4,447 (22,025) 983 (21,041)

Balance at March 31, 2020 $2,310,401 $244,941  $3,786,924 $(61,067) $6,281,200 $(5,228) $(3,895) $(9,124) $10,291 $6,282,366

(U.S. dollar amounts are translated from yen, tonvenience, at the rate of ¥108.83 = U.S. $1.@0afproximate rate of exchange at March 31, 2020.)
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