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Sales increased due to higher net system energy demand in FY 2008. However, as a result of rising fuel costs
caused by soaring prices and drought, we witnessed a decline in profit for the first time in two years. The financial data clearly
outlined HEPCO'’ s efforts to secure the amount of capital investment necessary to ensure a stable power supply and enable lower
electricity rates. Under the Mid-Term Management Policy (FY 2009 — 2011), we are making every effort to restore public trust and
improve the infrastructure of electric power supply systems.

I Mid-Term Management Policy (FY 2009 — 2011)

Amid the changing business environment surrounding the HEPCO Group (such as soaring prices for oil and other fuels and
worsening global environmental problems), we have established a new Mid-Term Management Policy (FY 2009 — 2011) to
represent the guiding principles of our business operation for the next three years. The policy has four goals: 1. recovering
customer trust; 2. improving the infrastructure of electric power supply systems and reducing costs; 3. ensuring that we
remain the first choice for customers; 4. achieving symbiosis with local communities and society as a whole. We will make

every effort to achieve these goals from FY 2009 onward.
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as global warming
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2008 - 2010

We will make every effort to recover the
trust of local communities and society as a
whole. We also plan to reinforce the
foundations of electric power supply
systems by, for example, starting the
commercial operation of Tomari Power
Station Unit No. 3 according to schedule.

Recovering trust

Being the first choice
for customers

Ensuring a stable supply of
affordably priced electricity

Challenge 2 Promoting

activities designed to

improve the infrastruc-
ture of electric power

supply systems and

reduce costs

- Establish a balanced
power source composition
and properly respond to
the aging of equipment to
maintain stable supplies.

- Promote, as a group,
human resource develop-
ment and technical succes-
sion measures.

- Promote further efficiency
improvement as a group.

ance as a group.

Achieving development together with
local communities and society as a whole

Challenge 3 Stepping up

activities to ensure we
remain the first choice
for customers

- Conduct activities that
meet the needs of custom-
ers, such as actively
proposing energy conser-
vation environmentally
friendly heat pump equip-
ment.

* Help customers to enjoy
safe, comfortable living in
electrified homes through
consultation and after-
sales service concerning
electrification.

&

Challenge 1 Reinforcing activities to recover the trust of society

- Continue to recognize the gravity of the significant damage caused to public trust, including that of local communities,
by the improper operation of power generation equipment and other incidences of misconduct that were revealed in
and after December the year before last. Also intensify efforts to secure business quality and ensure thorough compli-

|Cha|lenge4| L
Facilitating

activities toward sym-
biosis with local com-
munities and society
as a whole

- Take the necessary mea-
sures to achieve the CO2
emission intensity targets
in our voluntary action
plan.

- Steadily implement and
improve environmental
programs such as the
promotion of energy
conservation.

+ Improve and strengthen
communication with soci-
ety.




Outline of Business
Performance in FY 2008

Demand

Residential, commercial and industrial
demand increased by 2.0% thanks to
the enhanced popularity of all-electric
homes and increased heating
demand due to lower wintertime
temperatures than in the previous
year.

Specified-scale demand increased
by 3.7% due to the new opening of
large-scale retail stores, favorable
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Supply

The water flow rate in the current
fiscal year was 90.4%, which was
lower than average. The utilization
factor of Date Thermal Power Station
decreased due to the stoppage of fuel
pipelines, and in September last year
the operation of Tomari Power Station
Unit No. 1 was suspended due to the
failed activation of its emergency

diesel power generator. However, we
maintained a stable supply by increas-
ing the operation of other thermal
power stations.

Balance

® Earnings

Despite the effects of a reduction in
electricity rates as of July 1, 2006,
earnings from residential, commercial
and industrial electricity rose by 9.2
billion yen (1.8%) due to an increase
in net system energy demand. Total

Fuel costs and charges for purchased
electricity increased by 39.2 billion
yen (28.4%) because of skyrocketing
fuel prices, an increase in net system
energy demand and drought. Mainte-
nance expenses increased by 6.2 bil-
lion yen (9.2%), due in part to the in-
creased number of units undergoing
regular inspections at thermal power
stations. Depreciation costs in-
creased by 1.9 billion yen (3.1%) be-
cause of tax system revisions, despite

the depletion effect of fixed-rate de-
preciation. Interest expenses de-
creased by 0.1 billion yen (-1.3%) be-
cause of the early repayment of
high-interest-rate liabilities. Despite
our efforts to enhance the efficiency
of overall management, other expens-
es increased by 3.2 billion yen (2.7%)
due to an increase in commission
charges. As a result, total ordinary ex-
penditure rose by 33.9 billion yen
(7.0%).

@ Profits
The results outlined above combined

generation facilities following legal
changes to the reporting of extraordi-
nary losses. Accordingly, post-tax
current net income decreased by 18.0
billion yen (-53.7%) to 15.5 billion yen.

Outline of Business Performance

in FY 2008
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Operating income refers to the income that a company earns from its main business, while
ordinary income refers to the income from ordinary continuous activities, including its main
business. Current net income refers to the income that ultimately remains in the company after
subtracting a range of costs, extraordinary profits and losses, taxes, etc.



I Financial Data

B Changes in sales

B Changes in capital expenditure

I Book Value Per Share (BPS) and Price Book Value Ratio (PBR)
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M Earnings Per Share (EPS) and Price Eamings Ratio (PER)
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-BPS is calculated by dividing the company’s net assets amount (shareholders’ equity) by the shares

authorized and indicates interest of shareholders’ equity per share.

+PBR is calculated by dividing the share price by the shareholders’ equity (net assets) per share.
Generally, the PBR standard is considered as the lower limit of the share price.
-EPS is calculated by dividing the current net income by the average number of shares outstanding.

This indicates the ultimate post-tax net income vis-a-vis per share.

-PER is calculated by dividing the current share price by the earnings per share, and is a measure of the

price paid for a share relative to the profit earned per share.

Residential sales refer to the sales from ordinary households, street lights and so forth, while
commercial and industrial sales are the sales other than residential ones, such as business and
industrial sales. Other sales are obtained through interchange for other utility companies, for example.

I Achievements of the Mid-Term Management Policy (FY 2006 — 2008)
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@ Targets for efficiency improvement
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Return on Asset

Also known as ROA, Return on Assets refers to the figure calculated by dividing the operating
income by total assets, and is an indicator for measuring comprehensive profitability by
determining how much profit has been made through efficient utilization of the total assets
invested. Formula: return on assets = ratio of profit to net sales (operating income/sales) x sales

to total assets ratio (sales/total assets)

Net worth ratio

capital by total assets.

This is an indicator of financial stability,
and is calculated by dividing equity
Formula: net
worth ratio = equity capital/total assets

Nine electric utility companies

Hokkaido Electric Power Co., Tohoku Electric Power
Co., Tokyo Electric Power Co., Chubu Electric Power
Co., Hokuriku Electric Power Co., Kansai Electric
Power Co., Chugoku Electric Power Co., Shikoku
Electric Power Co. and Kyushu Electric Power Co.
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