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Positioning,of Management Plan in FY 2007 is<th

(
S

Intermediate year of the mid-term management policies

FY2006 ) FY2007 ) FY2008 )
Mid-term management policies |
mm Starting year to spur later mm |[mportant year to move toward m Consummation
years achieving goals in the final year
Deire ulation of all high Starting discussion on
voltage customers Reduction of electricity rate (July ) full deregulation

Reduction of electricity rate
Nuclear back-end measure

FY2009 )

~_Maximizing the corporate value of the group _» Next mid-term management policies |

Chalencel [i—" P_lursuit sy Challenge 2 mm Stabilization of post Tomari Unit 3
Sales expansion J efficiency management

Challenge 3 I—I Start of operation in Tomari Unit 3

Integrated management CSR management (December 2009)

of the entire group
J

*FY ended March 31 3
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Estimates.for.Demand:; FY 2007 I3<Th

Estimated results in FY 2006 and plan for FY 2007
[ Upper part: electricity sales (GWh); lower part: growth rate (%) |
. Estimated results in
Results in FY2005 Y2006 Plan for FY2007
" e 11,399 11,561 11,654
3 esidentia 1.4(0.8) 0.8(1.1)
o
2 Commercial and 2,177 2,192 2,188
st . C
% Industrial 07(‘02) A02(08)
S
é Subtotal 13,576 13,753 13,842
1.3(0.6) 0.6(1.1)
" 16,616 16,876 16,877
Eligible customers
1.6(1.3) 0.0(0.3)
30,192 30,629 30,719
Total
1.4(1.0) 0.3(0.6)

The figures in parentheses are after correction of temperature and intercalary effects.

*FY ended March 31 ]



Electricity sales/system peak load, and their growth rates
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Estimates for. Demand: Long-range Prospectsis<ch

£Y2006 FY2005-16
FY2005 (Estimated resuits) FY2011 | FY2016 (Annual average
growth rates, %)
Electgﬁ%)sa'es 30.2 30.6 32.1 33.9 1.1 (1.1)
COV}?WR)W use 21.8 22.1 23.4 24.9 1.2
Ing%%g)al use 8.4 8.5 8.7 9.0 0.7
Maxmum(gl\?vgtnc power 501 5.10 5.62 5.97 16 (1.2

The figures in parentheses are after correction of temperature and intercalary effects.

System peak load

- 7.0

-4 6.0

5.0

4 40

4 30

-4 20

4 10

0.0

Electicity sales(TWh) [ Results and prospects of electricity demand ] A,
In becemper
500 Comsumer demand W
Industrial demand
450 —o— System peak load 5.77 5.84 5.9 5.97
5.41 5.5 562 > . s —
400 | 5.35 - 546 A . + ¢ ¢
5.01 51 . * * ¢
w0 | — 3.2 3.6 339 -
3L7 21 25 238
0.2 0.6 307 311 312
00 |
250 - Q 9
P o 73% 74%
200
150 |
100 |
00
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

*EY ended March 31




Rower.Resource Development Plan

[Power resource development plan]
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1F<Th

u———————

E'eﬁ{;ﬁigﬁw‘” POWF,\;\?\;J)tpUt Start of construction Start of operation
600 ) 2015-Oct. (Unit 1)
Hydroelectric Kyogoku (20.0><3 plants) AR Sl FY 2017 or later (Unit 2,3)
Shin-Chubetsu 10 2003-June 2006-Oct.
Nuclear Tomari (Unit 3) 912 2003-Nov. 2009-Dec.
00 . [Reserve margin] (wn [Composition of generated output]
40 | wa 38.8
22.0 “wr I 133;@ CI;Iydtrr:) eleclt/ric
14% - — % eothermal/new energy
0% /
200 | 30 | e / 130;) - 0% o
155 15%
13.5 135 — 32%
9.1 9.6 )
100 | 42% T
10 / Nuclear
40% 42%
26%
0.0 0 )
06 07 08 09 10 11 16" 06 11 16 (FY)

*FY ended March 31

(Estimated results)
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Electric.Rower Distribution Facility Plan F<Th,

Improvement of distribution facilities focused on the Central Hokkaido
Region before starting operation of Tomari Unit 3

_ _ [Completion of the 275kV Central Hokkaido Area Loop (November 2005)]
Adding another route in the ishino - —— 187KV transmission grid
transmission grid and improvement | omai | _ronarvanune  SUI" Doo-kita Main Line Tiaae. LpokViansmission grd

Nishitobgtsu mmmmmr Plgnned facility
of core substations along with Sl Substat
Tomari Unit 3 construction

h -
= Kyogoku : Doo-higashi
: = Power I Doo-Nishish . 2 Kitashintok
Improvement of substations due to S Saon 3 Wantine | \CEnUral Hokkaido MainLne " bstaton

an increaseindemand ;IIII;IIIIIIIIIIIII
Shiribeshi Main Line

- Doto )

Tomato-Atsuma
Power Station

Minami
hayakita
Substation

Doo-minami
Main Line

Tomakomai

[Main transmission facility construction plan]

- Construction schedule
o Transmission : Voltage Length Number
Classification line Section (kV) (kn%) of circuits Start of Start of
construction operation
Und Shiibeshi Tomari Power Station
naer inli H
construction e Lme. Nishifutaba Switching Station 275 66 2 2003-April 2007-Oct
(new construction)
[Main substation facility construction plan]
Increased Transformer Construction schedule
Classification Substation output . Number of Start of Start of
(MVA) Voltage (kV) Capacity (MVA) machines construction operation
| Kiashintoku (new 900 275/187/66 450/450/100 2 2006-May 2008-Dec.
In preparation construction)
of construction
Nishino (extention) 600 275/187/66 600/600/100 1 2007-Jan. 2008-Dec.
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Sales. Activities: Sales Goals
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F<Th

G —

Mid-term goal: Increase of 900 GWh or more

(cwh) (in the three-year period of FY 2006-2008)
1,000 -
900 GWh
00 1 " Corporate senvice:
s00 | | 400 GWh |
. (Reappeared) !
700 - 670 GWh . Business air conditioning:
i 150 GWh !
Corporate service:  Commercial kitchen: 30 GWh |
600 - 120 GWh . Switching from private power |
* generation: 90 GWh |
500 - Home service: B - |
390 GWh L | |
400 - | - |
Corporate service: 230GWh (58%) l Home service: ;
he fi i h leti g 2 } ‘
300 | (geaep;)%tgésd;n parentheses are a completion rate E : 500 GWh :
(B:usiness gilr lgl?;(]jétrl]orllg% \?\?h GWh S | }
ommercia : = . w !
200 — | Switching from private power generation: é— FY 2005: 1 }
160 GWh 8 390 GWh i (Reappeared) :
100 - Home seruice: 160 GWh (326, * Total electric housing: 320 GWh |
(Reappeared) ‘ :
Fully electrically-fitted housing: 120 GWh_ 43% i i
0 ! i ‘
06 07 08 (FY)
(Estimated results) (Goal) (Goal)

*FY ended March 31

10
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Sales Activities:-Home Service—rully Electrically-fitted Housing ~ 1F<Th.

[Results and goals of fully electrically-fitted housing] Performance evaluation for EY 2006 J
(Household) T . . . . .
Significant increase in fully electrically-fitted housing system for both
12,000 7 200 detached houses and housing complexes
Late 17.0% level =Reduction of electricity rate (April, 2005)
Adoption rate 17'2_ PRI [ — Reduction of electricity rate for snow-melting machines
10,000 (for electric heaters) by about 10%
9,000 8.800 50 sEnhanced variations on electric appliance
138 ' (Electric boilers, panel heaters, heater/boiler all-in-one system, etc.)
8000 (kw)  Adopted electric boilers and other devices including panel heaters
20,000
6,774 The figures in parentheses are the number of devices adopted. 16 835
4,600
6,000 i Detach 4 100 15 000 e T T T b T Tt 13045 - (11,680) N
hous a
2,976 10000 | 7991 R (L987) e
(4,463) >07 “2 % é g
4,000 5000 | --3057--F U - S 3E -
(796) § 5=
Housing i w S
complexes 5.0 0 (451) [, | N
4,400 04 05 06(Estinated resuls)
2,000 3,798
sEnhanced top sales and route sales to major condominium
developers
0 : : 0.0 L
05 06 07 (FY) =0l price hike
(Estimated result) (Goal)

*FY ended March 31 77



Partially electric housing

ctHEB<HBoL®DE.

Sales Activities:-Home Service I3<Th

G —
Provision of electric appliances meeting the needs of various customers
< Options >
2 | Kitchen IH cooking heater ]
AlE e .
£ | Boiler Electric water heater ][ Balconyt-baﬁedtelectrlc ] Eco-Cute Heater/boiler Heater/boiler
3 ; _ — alipdl: all-in-one heat
| & | reater Setfr‘f}]gch%%%gr J[ Panel heater ] gﬁﬂgg{gfg}%"g‘éﬁ ‘ Electric boiler system pump system
Development and promotion of heat pump devices
ITarget number of existing devices to be adopted in FY 2006: 320/ 10811998 | | aegerer®
Development of highly efficient devices for cold areas 630,000 500,000
: T : household !
Expansion of electrification to remodeling market Target for _ 08| households
I Construction of a sales network FY 2007
i Develc_)pment Of consult_ing tOO|S . . All houses in Hokkaido excluding rented housing
I Establishment of a full-time organization (Sapporo)
Enhanced after-sale service system
Customer ~, 24-hour one-stop service -
Receptiondesk _~ Initial response .~ Full-scale response > Confirmation after repairs _~
Request for repairs of all Producers, dealers, and
electric devices HEPCO Group | maintenance shops HEPCO Group |

Further reduction of initial costs
I Reduction of distribution costs by simplifying distribution routes from producers to users

12
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Sales,Activities:.Corporate Service

st B<HBoL®HE.

IF<TA

S

Results and goals of busmess air conditioning and commercial kitchens

usines
air
ditioni
Commercial
kitchens

Efforts for FY 2007 J

Implementation of a corporate electrification campaign

Promotion of electrification and enhanced consulting activities
targeted for sub-users

(Offering of optimum rate information and advice on energy cost
reduction by electrification)

Enhanced activities to get contracts to install electrical appliances in
renewed buildings in the center of Sapporo

(15 years or more since completion)

(Estlmated results)

(Goal)

Reinforcement of corporate electrification promotion system
(reform of operation system in the head office)

Results and goals of electricity sales competing with private power generation

Composition ratio of high voltage private power

FY . . .
FY 2005 FY 2006 2007 _ generator installation period
(estimated result) | (qoay | ENhanced business
solutions 7 years or more
fonces | e | Nomberof | hausand | - Fousand after installation
Approx. 120MW Less than 7 years
Private power T 360¢ after installation
generation — sold 47 10 96 33| 9 argets 0
electric power J Approx. 210MW
. 64%
Sold electric -
power — private 36 28 14 10
power generation ( *Reduction of electricity rate

*FY ended March 31

The figures are based on the survey by our company.

13

«Offering of optimum rate information
+Aid by high-price of crude oil
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Expansion,of Business Areas 3 Th

Efforts to discover new business and to expand business constructively

Comprehensive energy Environmental

Electric utility business J

Datacom Lifestyle support

Reinforcement of collaboration among the group )

Grasp of new business opportunities Constructive expansion of existing business
Enhancement and promotion of business for local Efforts for comprehensive energy domain
governments including water-supply service and PFl Active business operation to join the ESCO project

: : : : o : Consulting activities for the national government and local
Expansion of business in collaboration with industries governments on new energy and energy saving
making use of Hokkaido's advantage including agriculture Trustee business on micro hydropower generation

Examination about gas cogeneration business, etc.
( Expansion of business domains aimed for total solutions )
Projects for Hokkaido Foodist and Dosanko Plaza

InfrastruFture |m.provement 12 advan_cmg .overseas Establishment of the membership system project in the
(International business group was established in March, Advanced Imaging Examination Center

2006.) Trustee business on NW line service delivered by terrestrial
digital broadcasting, etc.

Research and development as a whole group from the
head office to each group company

74



Expansion;of:Business-Areas: Constructive Business Expansion

Sales of Hokkaido products
Hokkaido Food Frontier Co., Ltd: Established in July 2004

» Hokkaido Foodist Yaesu Store: Opened at Yaesu Exit of Tokyo Station
in October 2004  Approx. 1,000 items

» Hokkaido Dosanko Plaza: Opened at Yurakucho in October 2005
(projects sponsored by the Hokkaido Government)  Approx. 850 items

Future

Medical welfare business

Kenko-Create Hokkaido Co, Ltd.: Established in November 2004
»LSI Sapporo Clinic: Opened in December 2005

»Construction of a building and installation of equipment for the examination center,
where advanced imaging screening including PET examination is conducted.

bzl\(/l)ggagement of a members-only health club: Scheduled to be openin

Future

NW line service delivered by terrestrial digital

broadcasting
Receiving orders for NW line service delivered by terrestrial
Dec. 2005 digital broadcasting |

Transmission of terrestrial digital ' i
(Jun. 2006) ( >on g Design and'constructlon
Broadcasting in the Sapporo area) of lines
Start of terrestrial digital broadcasting in local
Autumn 2007 : stations

‘Comprehensive testing periocﬂ

Store-based retailing

s B<HBOL®HI.

business Multi-store
Sales of gift items Operation
On-line shopping Expansion of

Wholesale business

operation scale

F<Th

G —

Medical, Adoption of fully electrically-fitted housing
welfare |  Use of the Data Center
facilities|  yse of fiber-optic networks, etc.
o, Health management service
Medical T vedical fitmess
pells Iéltighly-advanced medical treatment facilities,
Safety confirmation service
e ggpvchehvery and house keeping assistance
Nursing homes, etc.
o Dealing with peripheral services
= o T
L‘::S including the shift to Hi-Vision for

various transmission lines

15



Rromotion.of Efficiency

tHEB<HEEOL®DE.
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Reduction;of Investment in Plant and Equipment
Target 90 billion yen or less in FY 2006-2008

Investment in plant and equipment for power resources development is expected to remain high
due to the full-scale launch of Tomari Unit 3 construction.

(billion yen)
12

s B<HBOL®HI.

F<Th

u———————

i Changes of investment in plant and equipment
. 100.4 90 billion yen or less
00 - 92.5 89.0 88.4
IIIIIIIIIIIIIIIIIIIIIIII'IIIIIII
gL 81.5 83.6 82.6 -
80 ' power :
resources 46.2 418 -
extension 323 37.8 ' 48.8 .
o | 378 v
' The investment level
Distribution .
40 | facilities 151 155 133 123 M 10.1 will go down after
extension ' . . .
406 starting operation in
20 limprovement A 4 g 348 Tomari Unit 3.
work, etc. : 30.6 298
0
02 03 04 05 06 | 07 08 09 10 1 gy
Tomato-Atsuma Unit 4 | (Estimated results)  (Planned) . (Planned) .
(fossil fuel: 700,000 kW) Shinchubetsu ! i
i (hydroelectric: 10,000 kW) i i
o 0216 03k | ! 060 |
i i ‘ Tomari Unit 3 (nuclear: 912,000 kW) |
03/11 | : ' ! ! 09/12
i i ‘ Kyogoku (hydroelectric: 200,000 kW ><3)

019 |

Major power resource construction

*FY ended March 31

Unit 1; 10

15

Unit 2,3: 2016 or later

17



Workforce-Reduction

Workforce reduction after taking various viewpoints into account, such as strengthening of
competitiveness, response to various business challenges, and balanced age composition

s B<HBOL®HI.

F<Th

u———————

of employees
(Person)
6,400 - ,
6,267 Changes in the number of employees
6,178
6,200
6,035
6,000 5913
5,826 5,800 Goal
o800 ¢ . Early 5,700 level
5600 |
5,400
02 03 04 05 06 07 08
New recruits
Retired employees
(person) 166 150 191 183 157 About 110

*FY ended March 31

18
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s B<HBOL®HI.

Improvement.of Management Efficiency F<Th,

G —

Achievement of cost reduction by 15% in FY 2007 and further
iImprovement in efficiency

100
99

95

Goal

Reduction of cost per electricit
sales by 15% compared to FY 2001

Steep rise of fuel costs

Continued effort for the improvement in efficiency as
a whole group from the head office to each group
company

92
Continued
effort for the
improvement in

efficiency

Improvement
in efficiency
90 90

Goal level

Establishment of supply chain management and
sharing results with the whole group

» Cost reduction and upgrading of indirect
operations by introducing shared services

» Steady promotion of activities in a group-wide
operation system

- (FY)

01 02

*FY ended March 31

03

04 05 06 07 08 or later
(Estimates)

19
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Integrated Management of the Entire
Group and Activities for CSR Management
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Activities, for.CSR -Management

Past activities

/ Environment \

Establishment of the
Environment Affairs Office

Group environmental

policies
\_Eco-work campaign ~ /

June 2005: Establishment of the Corporate Communication Division

Steady development of activities for CSR management

Establishment of the Corporate
Behavior Committee

Compliance counseling counter
Compliance principles

“ )

Communication with society

Public relations in electricity
discussion sessions, etc.

Establishment of the IR Office

- J

tHEB<HEEOL®DE.

F<Th

G —

Regional activities

Support to industrial cluster
creative endeavors

Participation in local events

April 2006: Formulation of “HEPCO Group CSR Behavior Charter”

Future activities

Activities for CSR as a whole group
mPenetration and settlement of “HEPCO Group CSR Behavior Charter” in

the entire group

mClear and fair business activities with a core of electricity business

Securement of trust in

society

Upgraded corporate value

21



Performance.Indicator
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Performance.Indicator

Indicator Goal

FY 2006 FY 2007 FY 2008

Consolidated 4.5% of more About 4.2% Aim to achieve the goal by
(Gross capital (average of implementing reduction of electricity
Operating Non-  FY2006-FY2008) . -
earning rate)  consolidated AL A2 rate in July 2006
Consolidated About 29%
Shareholders 30% or more Aim to achieve the goal step by ste
equity ratio Nor- (March 2008) g P Dy StEP
: About 29%
consolidated
Consolidateq .20 Dillion yen or About 741
ONSOIBAE |ess (March 2008) billion yen
Interest- Aim to achieve the goal in the face of
bearing debt - reduction of electricity rate
Non- 700 billion yen or About 714
consolidated  less (March 2008) billion yen

*FY ended March 31

23



This material is compiled based on data available as of April 4, 2006. The company makes no guarantee as to the
reliability and integrity of such information, as this is not intended to serve as disclosure material as stipulated by the
Securities and Exchange Law of Japan. Projections concerning future performance in this material make no guarantee
as to the future performance and contain risk and uncertainty. Please note that future performance can change
according to the change of preconditions concerning the management environment. The information herein is for the
purpose of disclosure of operating information. None of the information is intended to solicit or induce investors to invest
in our securities. Those wishing to use this material should do so at their own judgment and be sure to verify the
information obtained from other sources. Our company assumes no responsibility for any damages resulting from the
use of this material.

For further information

IR Office, Corporate Communication Division
Hokkaido Electric Power Co., Inc.
2, Higashi-1, Odori, Chuo-ku, Sapporo, Hokkaido 060-8677, JAPAN
Tel: +81-11-251-4833

Fax: +81-11-222-4461
URL: http://www.hepco.co.jp
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