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Financial Section—Consolidated 11-Year Summary
Consolidated 11-Year Summary

Tokyo Electric Power Company Holdings, Incorporated and its Consolidated Subsidiaries

m 2017 2016 2015

Years ended March 31:

OpPerating reVENUES ........oiueiiiiiiiieiie et ¥ 5,850,939 ¥ 5,357,734 ¥ 6,069,928 ¥ 6,802,464
Operating inCOME (I0SS) ...cvviviieiieiie e 288,470 258,680 372,231 316,534
Income (loss) before income taxes and non-controlling interests .. 327,817 146,471 186,607 479,022
Net income (loss) attributable to owners of the parent ........... 318,077 132,810 140,783 451,552
Depreciation and amortization ................cccccoooiiiiii i 561,257 564,276 621,953 624,248
Capital eXpenditures .........cccooviiiieiieiiiece s 602,710 568,626 665,735 585,958
Per share of common stock (Yen and U.S. dollars):
Net (loss) iINCOME (DASIC) ...oooeieiiieeeeee i, ¥ 198.52 ¥ 82.89 ¥ 87.86 ¥ 281.80
Net income (diluted) (NOte 3) ...oooviiiiiiieeee e, 64.32 26.79 28.52 91.49
Cash diVIdends ........oooviiiic e — — — —
NET ASSETS .., 1,030.67 838.45 746.59 669.60
As of March 31:
TOtal NET ASSETS ..., ¥ 2,657,265 ¥ 2,348,679 ¥ 2,218,139 ¥ 2,102,180
Equity (NOTE 4) ..o 2,651,385 2,343,434 2,196,275 2,072,952
TOtal @SSETS .eveeeeee e 12,591,823 12,277,600 13,659,769 14,212,677
Interest-bearing debt ............. 6,022,970 6,004,978 6,606,852 7,013,275
Number of employees 41,525 42,060 42,855 43,330
Financial ratios and cash flow data:
ROA (%) (NOTE 5)...oiioie i 2.3 2.0 2.7 2.2
ROE (%) (NOTE B) ... 12.7 5.9 6.6 24.9
EQUItY ratio (%0)......eioeeieic e 21.1 19.1 16.1 14.6
Net cash provided by (used in) operating activities................... ¥ 752,183 783,038 1,077,508 872,930
Net cash used in investing activities................coccoviiiieen (520,593) (478,471) (620,900) (523,935)
Net cash (used in) provided by financing activities ................... 12,538 (603,955) (394,300) (626,023)
Other data (Non-consolidated):
Electricity sales (million kWh)
Electricity sales for lighting .........cc.ccooooviiiiiiii 82,686 ¥ 86,380 ¥ 89,421 ¥ 90,683
Electricity sales for POWEr ..........ccccoocviiiiiiiiiiiiie ) 150,437 155,145 9,598 9,865
Electricity sales to eligible customers — — 148,057 156,498
TORAL e 233,123 241,525 247,075 257,046
Power generation capacity (thousand kW) (Note 7):
HydroeleCtriC ... ..o ¥ 9,872 ¥ 9,871 ¥ 9,859 ¥ 9,857
Thermal ... 41,155 42,786 44,279 43,555
NUCIRAT <. 12,612 12,612 12,612 12,612
Renewable energy, et ........oocviiiiiiiiii 52 52 52 33
TOTAl e ¥ 63,691 ¥ 65,320 ¥ 66,802 ¥ 66,057
Nuclear power plant capacity utilization rate (%) ................... 0.0 0.0 0.0 0.0

Notes: 1. All dollar amounts refer to U.S. currency. Yen amounts have been translated, solely for the convenience of the reader, at the rate of ¥106.25 to US$1.00 prevailing on March 31, 2018.

2. Amounts of less than one million yen have been omitted. All percentages have been rounded to the nearest unit.

3. Net income per share after dilution by potential shares for the years ended March 31, 2008, March 31, 2009 and March 31, 2012 is omitted as there were no potential shares and the Com-
pany recognized a Net income per share after dilution by potential shares for the years ended March 31, 2011 and March 31, 2013 is omitted despite the existence of potential shares as net
loss for both years.

4. Equity = Total net assets — Stock acquisition rights — Minority interests

5. ROA = Operating income/Average total assets

6. ROE = Net income/Average equity

7. TEPCO facilities only. “Renewable energy, etc.” includes geothermal and wind power generation capacity. Prior to the year ended March 31, 2010, geothermal power generation capacity
was included in thermal power generation capacity. Due to reclassification, it has been included in “Renewable energy, etc.” from the year ended March 31, 2010. Prior years have not been
restated.
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Millions of yen, unless otherwise noted

Millions of U.S. dollars,
unless otherwise noted
(Note 1)

2014 2013 2012 2011 2010 2009 2008 m
Y 6,631,422 ¥ 5976239 ¥ 5349445 ¥ 5368536 ¥ 5016257 ¥ 5,887,576 ¥ 5,479,380  $ 55,068
191,379 (221,988)  (272,513) 399,624 284,443 66,935 136,404 2,715
462,555 (653,022)  (753,761)  (766,134) 223,482 (99,574)  (212,499) 3,093
438,647 (685292)  (781.641)  (1,247,348) 133,775 (84,518)  (150,108) 2,995
647,397 621,080 686,555 702,185 759,391 757,093 772,460 5,282
575,948 675,011 750,011 676,746 640,885 695,981 664,295 5,673
Y 27374 ¥  (42764) ¥  (487.76) ¥  (846.64) ¥ 9918 ¥ (6265 ¥ (11126) $ 1.87
88.87 — — — 99.18 — — 0.61
— — — 30.00 60.00 60.00 65.00 —
34331 72.83 491.22 972.28 1,828.08 1,763.32 1,967.03 9.70
Y 1577408 ¥ 1137812 ¥ 812,476 ¥ 1,602,478 ¥ 2,516,478 ¥ 2,419,477 ¥ 2,695,455  $ 25,009
1,550,121 1,116,704 787,177 1,558,113 2,465,738 2,378,581 2,653,762 24,954
14,801,106 14,989,130 15,536,456 14,790,353 13,203,987 13,559,309 13,679,055 118,511
7629720 7924819 8320528  9,024110 7,523,952 7,938,087 7,675,722 56,687
45,744 48,757 52,046 52,970 52,452 52,506 52,319 —
13 (1.5) (1.8) 2.9 2.1 05 1.0 —
32.9 (72.0) (66.7) (62.0) 55 (3.4) (5.3) —
105 75 5.1 105 187 175 19.4 —
638,122 260,895 (2,891) 988,710 988,271 599,144 509,800  $§ 7,080
(293216)  (636,698)  (335101)  (791,957)  (599,263) (655,375  (686,284) (4,900)
(301,732) 632,583 (614,734) 1,859,579 (495,091) 194,419 188,237 118
Y 94567 ¥ 95277 ¥ 95797 ¥ 103,422 ¥ 96,089 ¥ 96,059 ¥ 97,600
10,516 10,890 11,160 12,174 11,393 11,905 12,785
161,610 162,866 161,273 177,790 172,686 180,992 187,012
266,692 269,033 268,230 293,386 280,167 288,956 297,397
y 9456 ¥ 9453 ¥ 8,982 ¥ 8,981 ¥ 8987 ¥ 8,986 ¥ 8,985
42,945 41,598 40,148 38,696 38,189 37,686 36,179
12,612 14,496 17,308 17,308 17,308 17,308 17,308
33 34 34 4 4 1 1
Y 65046 ¥ 65582 ¥ 66472 ¥ 64988 ¥ 64487 ¥ 63,981 ¥ 62,473
0.0 0.0 18.5 55.3 53.3 438 449

Eligible customers are retail electric power customers included in the scope of liberalization. From
March 2000, eligible customers were those in the high-voltage market with contracts to receive
over 2,000 kW annually. From April 2004, eligible customers were those in the high-voltage market
with contracts to receive over 500 kW annually. From April 2005, eligible customers were those
in the high-voltage market with contracts to receive over 50 kW annually. The category of eligible
customers was removed due to the start of full liberalization from April 2016.
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Financial Review

Analysis of business performance from
an owner’s perspective

Business Performance

Amidst forecasted decreases in domestic energy demand,
with the beginning of across-the-board liberalization of gas
retail in April of last year, which followed the liberalization
of electric power, during this consolidated financial year, the
TEPCO Group continues to find itself embroiled in harsh
competition that transcends industrial fields and regions.

In accordance with the Third Comprehensive Special
Business Plan (Third Business Plan), the TEPCO Group has
been engaged in initiatives to strengthen “earning power,”
such as by entering the gas market and expanding its cov-
erage area in order to increase corporate value and fulfill its
responsibilities to Fukushima.

Electricity sales (consolidated) for the TEPCO Group
during this consolidated financial year decreased YoY by
1.4% to 240.3 billion kWh due to the impact of the across-
the-board liberalization of electricity and gas.

In regards to consolidated revenue for this consolidated
financial year, and in particular revenues, operating revenues
increased YoY by 9.2% to ¥5,850.9 billion as a result of the
increase in the unit price of electricity charge revenue caused
by the fuel cost adjustment system, and the total of all other
operating profits increased 8.8% to ¥5,899.5 billion.

However, with the continued shutdown of all nucle-
ar reactors, total operating costs increased 8.7% YoY to
¥5,677.4 billion as a result of increases in fuel costs and
purchased electricity caused by increased fuel prices despite
Group efforts to cut costs.

As a result, operating revenues increased 12.0% YoY
to ¥254.8 billion. And, while the ¥381.9 billion in grants-
in-aid received from Nuclear Damage Compensation and
Decommissioning Facilitation Corporation was appropriat-
ed as special profit, ¥308.1 billion for extraordinary loss
on disaster and the payment of compensation for damage
caused by the nuclear accident was appropriated as ex-
traordinary loss, so the net income attributable to owners
of the parent for this term was ¥318 billion.

Equity ratio for this consolidated financial year increased
from 19.1% to 21.1% YoY and debt-to-equity ratio de-
creased from 2.56 to 2.27 YoY thereby showing that finan-
cial strength continues to improve.

Furthermore, TEPCO Power Grid continued to issue cor-
porate bonds during this term in order to procure capital
that enables smooth business management.

Segment Results

The performance by each segment (including interseg-
ment transactions) for this consolidated financial year are

as follows:

Holdings
Operating Revenues increased 4.3% YoY to ¥957.7 billion
due to the appropriation of decommissioning charge rev-
enue from TEPCO Power Grid this consolidated financial
year, and total ordinary revenues that includes other rev-
enue sources increased by 13.5% to ¥1,143 billion as a
result of an increase in non-operating revenue in the form
of dividends from core companies. Meanwhile, thanks to
thorough efforts to cut costs, total ordinary expenses de-
creased 2.6% YoY to ¥1 trillion 700 million.

As a result, ordinary income increased by ¥163.1 billion
YoV to ¥142.2 billion.

Fuel & Power

Although electricity sales volume decreased, operating rev-
enues increased 11.8% YoY to ¥1,828.4 billion as a re-
sult of increased revenue from thermal electricity charges
caused by higher fuel prices, and total ordinary revenues
increased 11.8% to ¥1,848.4 billion.

However, despite efforts to cut costs, such as by short-
ening periodic inspection periods, etc., rising fuel prices led
to increases in fuel expenses thereby causing total ordinary
expenses to rise by 12.3% YoY to ¥1,796.4 billion.

As a result, ordinary income decreased by 2.4% YoY, or

¥51.9 billion, during this consolidated financial year.

Power Grid

Operating revenue increased 3.0% to ¥1,742 billion due

to increased revenue from consigned transmission (1.7 %

YoY increase to 276.6 billion kWh) caused by increased de-

mand in the area as a result of colder temperatures. Total

ordinary revenues increased 3.0% to ¥1,752.8 billion.
Meanwhile, despite efforts to cut costs, such as by

streamlining facility maintenance, etc., total ordinary ex-



penses increased 5.3% YoY to ¥1,679.2 billion due to
the appropriation of decommissioning charges from this
consolidated financial year, which serve as funds for de-
commissioning reserves.

As a result, ordinary income decreased 29.2% YoY to
¥79 billion.

TEPCO Energy Partner

Although electricity sales volume (consolidated) decreased
1.4% YoY to 240.3 billion kWh, operating revenue in-
creased 7.7% to ¥5,532.4 billion as a result of an increase
in electricity charge revenue unit price caused by the fuel
cost adjustment system, and total ordinary revenues in-
creased 7.8% to ¥5,540.3 billion.

Meanwhile, although purchased electricity charges in-
creased as a result of an increase in fuel prices, total ordi-
nary expenses only increased 7.1% YoY to ¥5,424.3 billion
YoY as a result of efforts to cut costs, such as by making
power source procurement more efficient.

As a result, ordinary income increased 51.1% YoY to
¥115.9 billion.

Net Income Attributable to Owners
of the Parent

Income before income taxes and non-controlling interests
in the fiscal year under review stood at ¥327.8 billion. The
principle contributors to the posting of income before in-
come taxes and non-controlling interests included extraordi-
nary income consisting mainly of grants-in-aid from the NDF
totaling ¥381.9 billion. Negative factors affecting income
before income taxes and non-controlling interests included
extraordinary loss consisting of compensation for damage
caused by the nuclear accidents totaling ¥286.8 billion and
extraordinary loss on disaster totaling ¥21.3 billion.

For the fiscal year under review, TEPCO recorded income
taxes of ¥20.8 billion, income taxes—deferred of positive
¥11.3 billion, and profit attributable to non-controlling in-
terests of ¥0.1 billion. As a result, net income attributable to
owners of the parent for the fiscal year under review totaled
¥318.0 billion. Net income per share stood at ¥198.52.

I Fiscal Policy

Due to the accident at the Fukushima Daiichi Nuclear Pow-
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er Station caused by the Tohoku-Chihou-Taiheiyou-Oki
Earthquake, TEPCO’s financial standing and income struc-
ture have been impaired. As a result, TEPCO recorded
substantial expenses and losses as well as an increase in
fuel costs accompanying the suspension of nuclear power
generation. Accordingly, TEPCO’s independent fund pro-
curement capability has declined significantly.

Because of this, in accordance with the Comprehensive
Special Business Plan approved by the minister in charge in
May 2012, TEPCO received an investment from the NDF
totaling ¥1 trillion. Moreover, upon a request submitted by
TEPCO also in accordance with the subsequent New Com-
prehensive Special Business Plan approved by the minister in
charge in January 2014, correspondent financial institutions
have maintained TEPCO's existing credit lines through refi-
nancing while providing the Company with additional credit.

The Third Comprehensive Special Business Plan, ap-
proved by the minister in charge in May 2017, also asks
financial institutions with which we transact to continue to
maintain our credit as requested in the previous New Com-
prehensive Special Business Plan, and they have agreed.
With the cooperation and support of these organizations
and financial institutions our equity ratio has approved and
we have moved forward with initiatives to return to the
publicly offered corporate bond market. During FY2017,
TEPCO Power Grid issued ¥400 billion worth of publicly
offered corporate bonds. We shall continue to issue corpo-
rate bonds in an effort to restore the ability of the TEPCO
Group to procure capital independently.

The TEPCO Group has adopted a group financial sys-
tem to improve the fund raising efficiency of TEPCO Group
members.

I Cash Flow

Cash and cash equivalents (hereinafter referred to as, “cap-
ital”) increased by ¥244.1 billion (26%) YoY to ¥1,184.3
billion on a consolidated basis during the consolidated fi-
nancial year under review.
(Cash flow from operating activities)

Capital revenue from operating activities during the
consolidated financial year under review decreased 3.9%

YoY to ¥752.1 billion as a result of an increase in expendi-
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ture related to the purchase of fuel for thermal power.
(Cash flow from an investing activities)

Capital expenditure for investment during the consoli-
dated financial year under review increased 8.8% YoY to
¥520.5 billion as a result of a decrease in revenue resulting
from the repayment of fixed deposits.

(Cash flow from financing activities)

Capital expenditure for financing activities during the
consolidated financial year under review was ¥12.5 billion
(expenditure for the previous consolidated financial year
was ¥603.9 billion). This was due to an increase in revenue

from short term loans.

I Capital Expenditures

During the fiscal year ended March 31, 2018, TEPCO
maintained its capital expenditures at the minimum level
required to maintain a stable electricity supply. However,
due mainly to expenses associated with decommissioning
and countermeasures implemented at Fukushima Daiichi
Nuclear Power Station against contaminated water, capital
expenditures stood at ¥602,710 million in the fiscal year
under review. By segment, capital expenditures, including
intercompany transactions, amounted to ¥275,976 million
in the holdings business segment; ¥73,088 million in the
fuel & power business segment; ¥244,305 million in the
power grid business segment; and ¥11,924 million in the

energy partner business segment.

I Assets, Liabilities and Net Assets

As of March 31, 2018, total assets increased ¥314.2 billion
year on year to ¥12,591.8 billion, reflecting increases in
cash and savings.

Total liabilities decreased ¥5.6 billion from the previous
fiscal year-end to ¥9,934.5 billion. This was mainly attrib-
utable to an increase in interest-bearing debt.

Net assets increased ¥308.5 billion from the previous
fiscal year-end to ¥2,657.2 billion, due mainly to net in-
come attributable to owners of the parent recorded for
the fiscal year under review. Consequently, the equity ratio
increased 2.0 percentage points year on year to 21.1 per-

cent.

| Dividend Policy

TEPCO recognizes sharing corporate profits with sharehold-
ers as one of its primary tasks. However, due to such adverse
factors as an ongoing severe management environment
since the Tohoku-Chihou-Taiheiyou-Oki Earthquake, TEPCO
has suspended the application of its basic dividend policy
and will reconsider the new dividend policy depending on
situation. Currently, TEPCO's Articles of Incorporation stipu-
late that the interim dividend may be paid upon the deter-
mination of the Board of Directors. Until now, TEPCO has
maintained a basic policy of paying both an interim and a
fiscal year-end dividend. The interim dividend is determined
by the Board of Directors, the fiscal year-end dividend at
TEPCO's Annual General Meeting of Shareholders.

Looking at the business results for the fiscal year under
review, operating revenues increased in the electric power
business due mainly to increases in fuel cost adjustment sys-
tem, but the success of the Group’s across-the-board cost
reduction efforts, helped to secure ordinary income, allow-
ing TEPCO to post net income attributable to owners of the
parent for the fiscal year under review.

However, the management environment surrounding
the Company is likely to remain harsh. Taking this into ac-
count, it was with sincere regret that TEPCO had to tem-
porarily suspend the payment of both the interim and the
year-end dividends. For the year ending March 31, 2018,
TEPCO plans to again suspend the payment of the interim
and year-end dividends, given the prospect of an ongoing

severe management environment and its financial position.

I Risk Factors

The following primary risk factors to which the TEPCO
Group is subject may exert a significant influence on investor
decisions. Issues that may not necessarily be relevant as risk
factors are also presented below in keeping with TEPCO's
vigorous efforts to disclose information to its investors.

The accident that occurred at the Fukushima Daiichi Nu-
clear Power Station in March 2011 as a result of the To-
hoku-Chihou-Taiheiyou-Oki Earthquake and subsequent
tsunami has caused widespread anxiety with regard to such

issues as the dispersal of radioactive substances and disrup-



tion in the stable supply of electricity. Also, the accident led
to a significant deterioration in the TEPCO Group's manage-
ment conditions.

To address this adversity, the Company formulated the
Revised Comprehensive Special Business Plan (The Third
Plan) (hereinafter, “Revised Plan”) in tandem with the NDF
and obtained the approval of said plan from the minister in
charge in May 2017. In line with this plan, TEPCO has been
rallying all its strengths to promote various management
reform initiatives while placing the utmost priority on facil-
itating appropriate payment of compensation and steady
decommissioning efforts, with the cooperation of its share-
holders, investors and other stakeholders.

In addition, TEPCO has adopted a Holding Compa-
ny System to fulfill the demands of “Responsibility” and
"Competitiveness.” Committed to fulfilling its responsibil-
ities regarding compensation, the revitalization of Fukushi-
ma and decommissioning, TEPCO is striving to prevail over
harsh market competition and enhance the corporate value
of the entire Group. Specifically, the three core operating
companies, namely, TEPCO Fuel & Power, Incorporated (fuel
and thermal power generation), TEPCO Power Grid, Incor-
porated (general power transmission and distribution) and
TEPCO Energy Partner, Incorporated (electricity retail) are en-
gaging in autonomous business management to maximize
their competitiveness, while the stockholding company To-
kyo Electric Power Company Holdings, Incorporated (TEPCO
Holdings), is ensuring the optimal allocation of management
resources based on solid corporate governance.

However, the operating environment surrounding the
TEPCO Group remains harsh and the Company’s business
operations may be significantly affected if the following risks
materialize.

The forward-looking statements included in the follow-

ing represent estimates as of June 28, 2018.

(1) Accident at Fukushima Daiichi Nuclear Power Station
Putting the utmost emphasis on securing the safety of nu-
clear power generation, the Company is striving to push
forward with decommissioning and other work at the
Fukushima Daiichi Nuclear Power Station in accordance
with the Mid-and-long-Term Roadmap towards the De-

commissioning of Fukushima Daiichi Nuclear Power (here-

TEPCO Integrated Report 2018 Financial Section

inafter the “Mid-and-long-Term Roadmap”) and in coop-
eration with the government and relevant institutions.

However, the execution of such steps entails a number
of challenges. Among these challenges are those associ-
ated with contaminated water, including disposing of and
storing such water as well as the implementation of mea-
sures aimed at preventing underground water from enter-
ing the power station’s structures. At the same time, the
removal of nuclear debris involves technical difficulties that
the Company has never before encountered. Because of
these challenges, the implementation of these steps may
not progress in accordance with the Mid-and-long-Term
Roadmap. This could, in turn, impact the Group’s business
operations and performance as well as financial condition.

Furthermore, in view of the deterioration in the Group’s
fund procurement capability due to the lowering of its rat-
ings following the nuclear accident, the Group’s business
performance, financial condition and operations may be
affected.

(2) Stable Supply of Electric Power

Due to the Tohoku-Chihou-Taiheiyou-Oki Earthquake, the
operations of all generators at the Fukushima Daini and
Kashiwazaki-Kariwa Nuclear Power Stations have been sus-
pended. This, in turn, caused the TEPCO Group’s electricity
supply capability to deteriorate. In response, the Company
is implementing measures aimed at securing stability on
both the electricity supply and demand sides. However,
natural disasters, accidents at facilities, sabotage, including
terrorist acts, and problems in obtaining fuel are among
the contingencies that could cause large-scale, extended
power outages, which could render TEPCO unable to pro-
vide a stable supply of electric power. Such cases could
negatively affect the TEPCO Group’s business performance

and financial condition, public trust and operations.

(3) Nuclear Power Generation and Nuclear Fuel Cycle

Based on the outcome of the nuclear accident at Fukushi-
ma, revisions are being made to Japan’s national nuclear
policy, while the Nuclear Regulation Authority has resolved
to tighten safety regulations. The operations of the stock-
holding company TEPCO Holdings and its affiliates involv-

ing nuclear power generation and the nuclear fuel cycle
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might be affected by such revisions. These factors may, in
turn, impact the Group's business performance and finan-
cial condition.

As for nuclear power plants, the Company is striving to
further reinforce safety countermeasures while promoting
corporate reforms, in line with its strong determination to
prevent severe accidents from occurring no matter what
the precipitating incident may be.

In addition, the outlook remains uncertain about how
long it will be before the resumption of operations at the
Kashiwazaki-Kariwa Nuclear Power Station. Therefore, the
TEPCO Group's business performance and financial condi-
tion might be affected by the increase in thermal fuel costs
and the generation of unnecessary nuclear fuel assets if
the abovementioned circumstances surrounding nuclear
power generation remain the same.

Moreover, the nuclear power generation and nuclear
fuel cycle themselves pose various risks, such as those asso-
ciated with reprocessing irradiated nuclear fuel, disposing
of radioactive waste and decommissioning nuclear power
plants and other facilities, all of which require substantial
capital investment and long periods of operation. Initiatives
such as the introduction of a national system for handling
back-end business have reduced these risks, but issues
such as revisions of this system, an increase in provisions
to reserves for costs not included in this system, operating
conditions at the Rokkasho Reprocessing Plant and other
facilities, and procedures for the decommissioning of the
Rokkasho Uranium Enrichment Plant could affect the TEP-

CO Group’s business performance and financial condition.

(4) Business and Environmental Regulations

The possible regulatory environment changes closely relat-
ed to the TEPCO Group, such as changes in the structure
of electric power business resulting from the revisions of
national policy on energy and a tightening of regulations
on global warming, could affect the TEPCO Group’s busi-
ness performance and financial condition. In addition,
such issues as a decrease in the quality of electric power
due to a substantial increase in renewable energy resulting
from stricter environmental regulations could disrupt the

smooth execution of Group operations.

(5) Electricity Sales Volume

The volume of sales in the electric power business direct-
ly reflects economic and industrial activities and is subject
to the influence of the economic environment. Moreover,
demand for air conditioning and heating is subject to the
influence of the weather, particularly in the summer and
the winter. In addition, such factors as intensifying com-
petition due to the full liberalization of the electricity retail
market that took effect in April 2016, the popularization
of energy conservation measures and the advancement of
energy-saving technologies may impact the sales of elec-
tricity. These issues could affect the TEPCO Group’s busi-

ness performance and financial condition.

(6) Customer Service

The TEPCO Group is working to enhance customer service.
However, inappropriate responses to customers and other
issues could affect such matters as customer satisfaction
and public trust in the TEPCO Group, which could affect
its business performance and financial condition as well as

the smooth execution of operations.

(7) Financial Markets Conditions

The TEPCO Group holds domestic and foreign stock and
bonds in its pension plan assets and other portfolios.
Changes in the value of these holdings due to issues that
may include conditions in stock and bond markets could
affect the TEPCO Group's business performance and finan-
cial condition. Moreover, issues including future interest
rate movements affect the TEPCO Group’s interest pay-

ments.

(8) Fossil Fuel Prices

The prices for liquefied natural gas (LNG), crude oil, coal
and other fuels for thermal power generation change ac-
cording to factors that include conditions in international
fuel markets and foreign exchange market movements,
which could affect the TEPCO Group's business perfor-
mance and financial condition. However, changes in fuel
prices and foreign exchange markets are reflected in elec-
tricity rates through the fuel cost adjustment system, which
reduces the impact on performance from fuel price fluctu-
ations within a defined range.



(9) Securing Safety, Quality Control and Preventing
Environmental Pollution

The TEPCO Group works to secure safety, control quali-
ty and prevent environmental pollution while focusing on
maintaining highly transparent and reliable information
disclosure. However, the smooth execution of operations
could be affected if the public's trust in the Group is vio-
lated by such events as 1) the occurrence of an accident,
fatality or large-scale emission of pollutants into the envi-
ronment as the result of such causes as operational error
or breach of laws or internal regulations or 2) a public rela-
tions failure on the part of the Group resulting in such an
incident as inappropriate information disclosure.

(10) Corporate Ethics and Compliance

The TEPCO Group works to ensure compliance with cor-
porate ethics during the execution of operations. However,
the violation of laws and regulations or other acts contrary
to the TEPCO Group's corporate ethics could damage pub-
lic trust in the TEPCO Group and affect the smooth execu-

tion of Group operations.

(11) Information Management

The TEPCO Group maintains information important to its
operations, including a large volume of customer informa-
tion. The Group strictly administers information through
means that include internal regulations and employee
training. However, leaks of information could damage
public trust in the TEPCO Group and affect the smooth

execution of Group operations.

(12) Businesses Other than Electric Power

The TEPCO Group operates businesses other than elec-
tric power, including businesses overseas. Various issues,
including changes in the Group’s management condition,
increasing competition with other participants in these
businesses, stricter regulations, changes in economic con-
ditions, including foreign exchange rates and international
fuel markets, political uncertainty and natural disasters,
could cause actual results to differ from forecasts at the
time of investment and may affect the TEPCO Group’ busi-

ness performance and financial condition.
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(13) Acquisition of TEPCO Share by the NDF

On July 31, 2012, TEPCO issued Preferred Stocks (Class A
Preferred Stocks and Class B Preferred Stocks; collective-
ly, the “Preferred Stocks”) by third-party allotment, with
the NDF as allottee. Class A Preferred Stocks entail voting
rights at the General Meeting of Shareholders as well as
put options with Class B Preferred Stocks and Common
Shares as consideration. Class B Preferred Stocks also entail
put options with Class A Preferred Stocks and Common
Shares as consideration, although holders are not granted
voting rights unless otherwise provided for in laws and reg-
ulations. Due to the aforementioned acquisition of stocks,
the NDF holds a majority of the total voting rights of the
Company. Consequently, the NDF's exercise of its voting
rights at the shareholder’s meeting, etc., might affect the
Company's business operations going forward. In addition,
further dilution of the Company’s existing shares is possible
if 1) put options on Class B Preferred Stocks are executed
by the NDF to acquire Class A Preferred Stocks and/or 2)
put options on the Preferred Stocks are executed by the
NDF to acquire Common Shares. In particular, should the
NDF execute the latter put options as stated in 2) above,
such dilutions might result in a decline in the share price of
TEPCO Holdings, the stockholding company of the Group.
The share price could also be affected if the NDF were to
sell Common Shares on the secondary market. Depending
on the circumstances of the stock market at the time of
such sale, the impact of the sale on TEPCO Holdings’ share

price might be significant.

(14) Management Reform Initiatives Based on
the Revised Plan

Under the Revised Plan, the TEPCO Group has been making
efforts through fundamental management reforms with
the aim of securing funds for compensation/decommis-
sioning and improving corporate value in order to fulfill its
responsibilities in Fukushima. However, if the productivity
reforms stated in the Revised Plan and reorganization/inte-
gration through the establishment of a joint entity as well
as other management reforms do not proceed as planned,
it may have an impact on the TEPCO Group’s business per-

formance, financial standing, and business operation.
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Consolidated Balance Sheet

Tokyo Electric Power Company Holdings, Incorporated and Consolidated Subsidiaries
March 31, 2018

Millions of
Millions of yen U.S. dollars (Note 2)

ASSETS W ET WPVl March 31, 2017 BVET(d ek AP0kt

Property, plant and equipment:

Property, plant and equipment............oocvoiiiiiiiiii e ¥ 30,715,733 ¥ 30,664,082 $ 289,089
CONSLrUCHION IN PrOGIESS ..ottt 925,538 840,444 8,711
31,641,272 31,504,527 297,800

Less:
Contributions in aid of CONStrUCTION .......cvvvieioieeeceeeeeee 414,446 405,933 3,901
Accumulated depreciation .............ocoooiioiiiie e 23,433,688 23,275,909 220,552
23,848,134 23,681,842 224,453
Property, plant and equipment, net (Notes 6, 12 and 21)................. 7,793,137 7,822,684 73,347

Nuclear fuel :

Loaded nuclear TUel ... ..o 120,509 120,486 1,134
Nuclear fuel in ProCesSING ........cooviiiiiieieeiee e 539,858 527,415 5,081
660,368 647,902 6,215

Investments and other assets:

Long-term investments (Notes 7, 12 and 33) .........cccocveveveiiiiiinenns 129,869 95,442 1,222
Long-term investments in subsidiaries and associates (Note 8).......... 917,745 934,672 8,638

Grants-in-aid receivable from Nuclear Damage Compensation and
Decommissioning Facilitation Corporation (Notes 16, 29 and 33) .... 593,701 531,974 5,588
Net defined benefit asset (NOte 19) ... 147,499 131,611 1,388
Other (NOE 20) .......oeiieeee e 123,345 129,571 1,161
1,912,161 1,823,272 17,997

Current assets :

Cash and deposits (Notes 9, 12 .and 33) .......ccoovvvviiiiiiiiiiiccee 1,187,283 941,383 11,175
Notes and accounts receivable—trade (Note 33) ....ccovvveeveiieeeiiieee, 587,907 512,680 5,533
INnventories (NOtES 5 and 12) .....uee oo 160,240 156,771 1,508
Other (Notes 9, 12 and 20) ........oooeeieeeee e 301,869 386,038 2,841
2,237,301 1,996,873 21,057
Less:

Allowance for doubtful acCouNts ......ccvvveeioieeeeeeeeeeee (11,144) (13,133) (105)
2,226,156 1,983,740 20,952

TOtal @SSETS ... ..o ¥ 12,591,823 ¥ 12,277,600 $ 118,511

See notes to consolidated financial statements.
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Millions of
Millions of yen U.S. dollars (Note 2)
LIABILITIES AND NET ASSETS March 31, 2018 March 31, 2018
Long-term liabilities and reserves:
Long-term debt (Notes 10, 12 and 33) ...ccocoviviiiiiiiiiiecee, ¥ 2,685,175 ¥ 3,418,785 $ 25,272
Other long-term liabilities (Note 20)........cccocveveiiiiiiicicieeccee 372,839 377,100 3,509
Provision for preparation of removal of reactor cores in the
specified nuclear power facilities (Note 15) .......ccocovviiiiiiiiieinnn, 1,929 — 18
Reserve for loss on disaster (Notes 14 and 27) ...cooooveeeeeociieiiiien, 442,402 467,692 4,164
Reserve for nuclear damage compensation (Notes 16 and 27) ......... 600,647 694,396 5,653
Net defined benefit liability (Note 19) ......ccoovovviiiiiiiicieeeee, 386,735 386,392 3,640
Asset retirement obligations (Note 21) ....c.ooovviiiiiiiceecee e 784,581 773,600 7,385
5,274,312 6,117,969 49,641
Current liabilities:
Current portion of long-term debt (Notes 10, 12 and 33)................ 1,756,527 1,726,040 16,532
Short-term loans (Notes 10 and 33) .....ceoeeeeeioee e 1,581,266 860,152 14,883
Notes and accounts payable-trade (Note 33) ........cccooooeviiiiiiie. 208,576 181,137 1,963
ACCIUE TAXES ..o 131,566 192,070 1,238
Other (Notes 21 and 33)......coiiiiiiee e 974,829 844,941 9,175
4,652,768 3,804,342 43,791
Reserve under special laws:
Reserve for fluctuation in water levels (Note 17) 581 — 5
Reserve for preparation of the depreciation of nuclear power
CONSEIUCION (NOTE T8) ..o 6,895 6,608 65
7,477 6,608 70
Total liabilities ...................ccoocoiiiiiii 9,934,558 9,928,920 93,502

Net assets:
Shareholders’ equity (Note 22):
Common stock, without par value:
Authorized — 35,000,000,000 shares in 2018 and 2017
Issued —1,607,017,531 shares in 2018 and 2017 .................. 900,975 900,975 8,480
Preferred stock:
Authorized — 5,500,000,000 shares in 2018 and 2017

Issued —1,940,000,000 shares in 2018 and 2017 .................. 500,000 500,000 4,706
Capital SUIPIUS ... 743,121 743,123 6,994
Retained  arnings .........ccooviiiiiiie e 508,584 193,404 4,787
Treasury stock, at cost:
4,765,505 shares in 2018 and 4,732,501 shares in 2017........ (8,454) (8,442) (80)
Total shareholders’ equity....................ccocooiiiiiiiiiiiii 2,644,226 2,329,061 24,887
Accumulated other comprehensive income:
Valuation difference on available-for-sale securities...................... 8,679 5,109 82
Deferred gains or 10sses 0N hedges ..........cccccoevvviiiiiieiiiiiiee (454) (1,871) 4)
Land revaluation 10Ss (NOt@ 24) .......oooeeeiieiieeeeee e (2,291) (2,301) (22)
Foreign currency translation adjustments .............cccccoocveeiennn. (7,846) 17,098 (74)
Remeasurements of defined benefit plans ...............cccoccoeien 9,072 (3,662) 85
Total accumulated other comprehensive income .................. 7,158 14,373 67
Stock acquisition rights (Note 23) ... 0 — 0
Noncontrolling interests ...................ccocoiiiiiii 5,880 5,244 55
Total NET ASSETS ......oooieeeeeee e 2,657,265 2,348,679 25,009
Total liabilities and netassets ... ¥12,591,823 ¥12,277,600 $118,511

See notes to consolidated financial statements.
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Consolidated Statement of Operations

Tokyo Electric Power Company Holdings, Incorporated and Consolidated Subsidiaries
Year ended March 31, 2018

Millions of
Millions of yen U.S. dollars (Note 2)
Year ended Year ended
March 31, 2018 VE«EIRPIAVAR March 31, 2018
Operating revenues:
BIECHIICITY ©vvee e ¥5,454,304 ¥ 5,095,037 $51,335
(@ 11 o =Y SRR 396,634 262,696 3,733
5,850,939 5,357,734 55,068
Operating expenses (Notes 25, 26 and 27):
BIECHIICITY ©vv e 5,188,433 4,862,241 48,832
OFNEI e 374,036 236,812 3,521
5,562,469 5,099,053 52,353
Operating iNCOME...............oooiiiiii i 288,470 258,680 2,715
Other income (expenses):
Interest and dividend INCOME ........cooiiiiei e 2,251 12,686 21
INTEIEST EXPENSE ...t (63,247) (75,588) (595)
Loss on disaster (Notes 27 and 28)........covoeeeeeeieeeeeeeeeeeei (21,302) (19,335) (201)
Grants-in-aid from Nuclear Damage Compensation and
Decommissioning Facilitation Corporation (Note 29) ............c......... 381,987 294,234 3,595
Compensation for nuclear damages (Notes 27 and 29) ................... (286,859) (392,006) (2,700)
Equity in earnings of affiliates ... 38,052 26,186 358
Gain on changes in equity iINterest .........c.occoovieeiiieiieeeee — 36,459 —
Other, NET e (10,665) 5,658 (100)
40,216 (111,704) 378
Income before special items and income taxes ........................... 328,686 146,976 3,093
Special items:
Provision for reserve for fluctuation in water levels (Note 17)............... (581) (5)
Provision for reserve for preparation of the depreciation of nuclear
power construction (NOte 18) ..........coevvviiiiiiieiicieeeee e (287) (505) 3)
Income before income taxes ...............cooveiioiiiiiiee 327,817 146,471 3,085
Income taxes (Note 20):
LU (=] o 20,882 15,352 197
DETRITEA ..o (11,330) (2,002) (107)
9,552 13,350 920
NEtINCOME ... e, 318,265 133,120 2,995
Net income attributable to non-controlling interests................... 187 309 1
Net income attributable to owners of the parent ......................... ¥318,077 ¥132,810 $2,994
Per share information (Note 35): Yen U.S. dollars (Note 2)
NEt ASSETS (DASIC) ...t ¥1,030.67 ¥ 838.45 $ 9.70
Net iNCOME (DASIC) ....vveeieeee e 198.52 82.89 1.87
Net income (AIIUTEA) ...oiereee e 64.32 26.79 0.61
Cash diVIdeNdS ......c..oiieie e — — —

See notes to consolidated financial statements.
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Consolidated Statement of Comprehensive income

Tokyo Electric Power Company Holdings, Incorporated and Consolidated Subsidiaries
Year ended March 31, 2018

Millions of
Millions of yen U.S. dollars (Note 2)
Year ended Year ended
March 31, 2018 VE«EIRPIAVAR March 31, 2018
NetiNCOME ... ¥318,256 ¥133,120 $2,995
Other comprehensive income (Note 30)
Valuation difference on available-for-sale securities...........cccccccoon... 2,129 1,463 20
Deferred gains or 105ses 0N hedges............ccooioiiiiiiiiiiiiiece, — 4 —
Foreign currency translation adjustments............ccoocooiiiiiiiiiciennen, 875 (17,787) 8
Remeasurements of defined benefit plans...............cccocoeveviiiiin 12,187 2,809 115
Share of other comprehensive (loss) income of affiliates
accounted for under the equity method ................ccooveviiiiiic (1,860) 25,787 (17)
Total other comprehensive iINCOME.........covevveiiiiiiiiiieieee 13,332 12,277 126
Comprehensive iNCOME.......................ccoooiiiiiiii e ¥331,597 ¥145,398 $3,121
Total comprehensive income attributable to:
OWnNers of the PAreNt .........oovoiieiieccee e ¥331,409 ¥147,173 $3,119
Noncontrolling iNterestS............oooviieeee e 187 (1,775) 2

See notes to consolidated financial statements.
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Consolidated Statement of Changes in Net Assets

Tokyo Electric Power Company Holdings, Incorporated and Consolidated Subsidiaries
Year ended March 31, 2018

Year ended March 31, 2018

Millions of yen
Shareholders’ equity Accumulated other comprehensive income
Valuation Defered foein Remeasure- Total
Common  Preferred  Capital  Retained Treasury Total ) d\ﬁergnce i or Land_ ey ments  accumulated St(_)ck Noncon- Totl
; stock,  shareholders'  on avallable- revaluation : of defined other acquisiion ~~ trolling
stock stock surplus — earnings [osses translation ; net assets
at cost equity for-sdle hedaes adiusiments benefit  comprehensie  rights interests
securtes g ! plans incore
Balance at April 1,2017.......... ¥900975  ¥500,000 ¥743123  ¥193404  ¥(8,442) ¥2,329,061 ¥5,109  ¥(1871)  ¥2301) ¥17,098  ¥(3662) ¥14373 ¥—  ¥5244 ¥2,348,679
Net income attributable to owners
0f the Parent......cevevvervrcrsercre — — — 38077 — 318077 - — — — — — — — 318077
Purchases of treasury stock........... = = = = (15 (15) = = = = = = = = (15
Sales of treasury stock . = = @) = 2 0 = = = = = = = = 0
Change of scope of equity method .. = = - 8%y - 8%y = = = = = - - - (2889
Reversal of land revaluation loss ... = = = 9 = 9 = = = = = = = = 9
(0] = = = = 0 0 = = - - - = = = 0
Net changes in items other
than shareholders’ equity .......... = = — — — — 3,569 1,416 9 (4944) 12734 (7.214) 0 635 (6,579
Total changes ........ooovvvvvcrrrvccrres — 2) 315179 (12) 315,165 3,569 1416 9 (4944 12734 (7.214) 0 635 308,586
Balance at March 31,2018 ......... ¥900,975  ¥500,000 ¥743,121 ¥508,584  ¥(8,454) ¥2,644,226 ¥8679 ¥ (454)  ¥(2291) ¥(7846) ¥9,072 ¥ 7158 ¥0 ¥5,880 ¥2,657,265
Year ended March 31, 2017
Millions of yen
Shareholders’ equity Accumulated other comprehensive income
Valuation Defered Foreian Remeasure- Total
Common  Prefered ~ Capital ~ Retained Teasury Totd dfsece gains (urreng( mas o aomide Sk Honcon- Total
stock stock surolus earnings stock,  shareholders’  on avaiable- orloses on revaluation trans\anoyn of defined other acquisition ~~ trolling et asets
P 9 at cost equity for-sdle hedaes adisments benefit — comprehensie  rights interests
securiies g ! plans income
Balance at April 1, 20%6............. ¥900975 ¥500,000 ¥743,125  ¥60803  ¥(8430) ¥2,196473 Y3618  ¥(14,668  ¥(2510) ¥20768  ¥(7406) ¥ (199) ¥— 21864 ¥2218139
Net income attributable to owners
0f the Parent.....ccooccccvvverscccrriees — — — 132810 — 132810 — — — — — - - — 132810
Purchases of treasury stock........ - - - - (14) (14) - - - - - - - - (1)
Sales of treasury StOCK ................ - - (1) - 2 0 - - - - - - - - 0
Reversal of land revaluation loss ... - - - (209) - (209) - - - - - - - - (209)
(0] T OO — — - - 0 0 — — - - — — - — 0
Net changes in items other
than shareholders’ equity.......... - - - - - - 1,491 12,79 209 (3,669) 3744 14,571 — (166190 (2,047)
Total Changes ...........ovvvrvvceiiiices — (1) 132,601 (12) 132,587 1491 12,7% 209 (3,669) 3744 14571 —  (16619) 130,540
Balance at March 31,2017 ......... ¥900975  ¥500,000 ¥743123  ¥193.404  ¥(8,442) ¥2,329,061 Y5109 ¥ (1871)  ¥2301) ¥17,098  ¥(3662) ¥14373 Y—  ¥5244 ¥2348679
Year ended March 31, 2018
Millions of U.S. dollars (Note 2)
Shareholders’ equity Accumulated other comprehensive income
Valuation Defered sl Remeasure- Total
Treasury Total difference 9 ments  acumulated  Stock Noncon-
Common  Prefered  Capital ~ Retained . ; ains ! currency o ‘ Total
. stock,  shareholders'  on avallable- revaluation ) of defined oter  acquisiion trolling
stock stock surplus earnings . or losses on translation . ! ; net assets
at cost equity forsale hedoes adistments benefit  comprehensiee  rights interests
securtes 9 W plans income
Balance at April 1,2017............. $8,480 $4,706 $6,994 $1.820 $(80)  $21,920 $48 $(17) $(22) $161 $(35) $135 $— $49  $22,104
Net income attributable to owners
of the parent...........oooovvvvevriirerrns — — — 2,994 — 2,99 — — — — — — — — 2,994
Purchases of treasury stock........... = = = = 0) 0 = = = = = = = = )
Sales of treasury stock . = = ) = 0 0 = = = = = = = = 0
Change of scope of equity method.... = = = 27) = (1) = = = = = = = = @)
Reversal of land revaluation loss ... = = = ) = ) = = = = = = = = )
(0] S = = = = 0 0 = = = - - - = = 0
Net changes in items other
than shareholders’ equity .......... — — - — — — 34 13 0 (235) 120 (68) 0 6 (62)
Total Changes ..............oooovveeeiiiins — = 0 29%7 o 297 34 13 0 (235) 120 (68) 0 6 2,905
Balance at March 31, 2018......... $8480  S4706  $6994 4,787 $(80) 524,887 §82 $ @) S22 s(4) $85 $ 67 50 §55  $25,009

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

Tokyo Electric Power Company Holdings, Incorporated and Consolidated Subsidiaries
Year ended March 31, 2018

Millions of
Millions of yen U.S. dollars (Note 2)
Year ended Year ended
March 31, 2018 31,2017 March 31, 2018
Cash flows from operating activities
Income before iINCOME tAXES .....vveeeeeee e ¥ 327,817 ¥ 146,471 $ 3,085
Depreciation and amortization..............cccoooveeeieociioi e 561,257 564,276 5,282
Decommissioning costs of nuclear power units.............ccocoooveviinnen. 16,927 17,869 159
Loss on disposal of property, plant and equipment .............c.cccv..... 25,442 22,752 240
Reversal of reserve for reprocessing of irradiated nuclear fuel provision.. — (37,187) —
Increase in provision for preparation of removal of reactor cores
in the specified nuclear power facilities..............c.ccoooviieieiiciie 1,929 — 18
Increase in reserve for l0ss oN diSaSter..........oovvooviiiiiieeeeeeeei 9,554 19,025 20
Net defined benefit liability ...........ccoocooiiiiiiiiii, 342 3,604 3
Interest and dividend INCOME .......ooe e (2,251) (12,686) (21)
INTErEST EXPENSE. ..ot 63,247 75,588 595
Equity in earnings of affiliates ... (38,052) (26,186) (358)
Grants-in-aid from Nuclear Damage Compensation and
Decommissioning Facilitation Corporation .............c..ccccoeveeveeenen... (381,987) (294,234) (3,595)
Compensation for nuclear damages ..........ccccovvevveiiiiiiieeeeeien 286,859 392,006 2,700
Gain on changes in equity iINterest ...........cccoeeveviiiieeieeeeeee — (36,459) —
Decrease in trust funds for reprocessing of irradiated nuclear fuel ........ — 55,683 —
Increase in notes and accounts receivable ..o (76,145) (26,138) (716)
Increase (decrease) in notes and accounts payable .......................... 33,961 (52,767) 320
Ot e 75,212 102,174 708
904,115 913,790 8,510
Interest and cash dividends received ..o 6,594 18,749 62
INEEIESt PAI......eoeeiieie et (64,822) (62,641) (610)
Payments for loss on disaster due to
the Tohoku-Chihou-Taiheiyou-Oki Earthquake................ccccooeveveenn. (32,944) (29,995) (310)
Receipts of Grants-in-aid from Nuclear Damage Compensation
and Decommissioning Facilitation Corporation ............ccccccevenee. 893,900 1,141,800 8,413
Payments for nuclear damage compensation............cccccovvevviviiiiennnn. (957,821) (1,161,778) (9,015)
Income taxes refunded (Paid)..........cccooveieiiiiiiiiii i 3,160 (36,887) 30
Net cash provided by operating activities.......................... 752,183 783,038 7,080
Cash flows from investing activities
Purchases of property, plant and equipment ...........ccccoveviiiiinnn. (562,006) (562,242) (5,289)
Contributions in aid of construction received.........ccocvveeeevieeiceieeee, 22,328 18,832 210
Increase in long-term iNVeStMENTS. ........c.ooovooiiiiieiieecee e (10,077) (23,934) (95)
Proceeds from long-term investments...........ccocovviiiieiiiiiiice, 155 4,189 1
ONOr e 29,006 84,682 273
Net cash used in investing activities.................................... (520,593) (478,471) (4,900)
Cash flows from financing activities
Proceeds from issuance of DONAS.........ccoovoiiiiieieeeeeee e 523,639 492,150 4,928
Redemptions of boNds..............oooiiiiiii e (1,499,805) (766,838) (14,116)
Proceeds from 1ong-term 10aNS ..........ccoovviiiiiiiiiiiiiieeeee 498,289 34,977 4,690
Repayments of long-term 10ans .............ccoocooiiiiiiciiieee, (226,315) (727,454) (2,130)
Proceeds from short-term [0ans ...........cccooeoeooo oo 3,939,019 1,976,554 37,073
Repayments of short-term l0ans ...............ccooviooiiiiiciiecee (3.217,974) (1,609,626) (30,287)
ONOr e (4,313) (3,718) (40)
Net cash provided by (used in) financing activities............... 12,538 (603,955) 118
Effect of exchange rate changes on cash and cash equivalents.... 12 (3,686) 0
Net increase (decrease) in cash and cash equivalents ................... 244,140 (303,075) 2,298
Cash and cash equivalents at beginning of the year.................... 940,243 1,339,910 8,849
Decrease in cash and cash equivalents resulting from
change of scope of consolidation..............................o.ocoi — (96,590) —
Cash and cash equivalents at end of the year (Note 9) .................. ¥1,184,384 ¥ 940,243 $11,147

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

Tokyo Electric Power Company Holdings, Incorporated and Consolidated Subsidiaries

March 31, 2018

Summary of Significant
Accounting Policies

(a) Basis of Preparation

The accompanying consolidated financial statements of “Tokyo Electric Power Company Hold-
ings, Incorporated” (hereinafter the “Company”) and its consolidated subsidiaries (collectively,
the “Companies” or “Group”) have been compiled from the consolidated financial statements
prepared by the Company as required by the Financial Instruments and Exchange Law of Japan
and are prepared on the basis of accounting principles generally accepted in Japan, which differ
in certain respects from the application and disclosure requirements of the International Financial
Reporting Standards.

As permitted by the Financial Instruments and Exchange Law, amounts of less than one mil-
lion yen have been omitted. Consequently, the totals shown in the accompanying consolidated
financial statements do not necessarily agree with the sums of the individual amounts.

Certain amounts in the prior year’s comparative financial information have been reclassified to
conform to the current year’s presentation.

(b) Basis of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and
all companies which it controls directly or indirectly. (Subsidiaries: 43 in 2018 and 34 in 2017.
Affiliates: 18 in 2018 and 14 in 2017.) Companies over which the Company or the Companies
exercise significant influence in terms of their operating and financial policies have been included
in the consolidated financial statements using equity method of accounting. All significant inter-
company balances and transactions have been eliminated in consolidation.

The financial statements of overseas consolidated subsidiaries and affiliates are prepared in
accordance with either International Financial Reporting Standards or U.S. generally accepted
accounting principles, with adjustments for the certain items required by Japanese generally ac-
cepted accounting principles as applicable.

(c) Nuclear Fuel and Amortization
Nuclear fuel is stated at cost less amortization. The amortization of loaded nuclear fuel is comput-
ed based on the quantity of energy produced in the generation of electricity.

(d) Investments

Securities are classified into three categories according to holding intent as follows: i) trading se-
curities, which are held for the purpose of earning capital gains in the short-term; ii) held-to-ma-
turity securities, which the Companies intend to hold until maturity; and iii) available-for-sale
securities, which are not classified as either of the other two categories. The Companies have no
securities categorized as trading securities or held-to-maturity securities. Available-for-sale secu-
rities are stated at fair value if available, or at cost determined by the moving-average method.
Unrealized gains or losses, net of the applicable taxes, are reported under accumulated other
comprehensive income as a separate component of net assets. Realized gain or loss on sales of
these securities is calculated based on the moving-average cost.

(e) Inventories
Inventories are stated at the lower of cost, determined principally by the average method, or a
net selling value.

(f) Depreciation and Amortization
Depreciation of property, plant and equipment is computed by the declining-balance method
based on the estimated useful lives of the respective assets. Amortization of intangible fixed
assets is computed by the straight-line method. Useful lives are the same as those stipulated in
the Corporation Tax Act. Easements for transmission line rights-of-way acquired on or after April
1, 2005 are amortized over 36 years, the same number of years used for the useful life of the
transmission lines. Other easements are depreciated over their average remaining useful lives.
Property, plant and equipment include removal costs corresponding to asset retirement obliga-
tions related to the decommissioning measures for specified nuclear power plants. The method
of recording the related decommissioning costs is explained in Note 1 (i).
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(g) Allowance for Doubtful Accounts

The Companies provide an allowance for doubtful accounts based on the historical ratio of actual
credit losses to total receivables and the amount of uncollectible receivables estimated on an
individual basis.

(h) Accounting for Employees’ Retirement Benefits
The Companies record liability for employees’ retirement benefits principally based on the pro-
jected benefit obligation and the fair value of the pension plan assets at the balance sheet date.

The projected benefit obligation is attributed to periods on a straight-line basis.

Past service costs are mainly charged to income when incurred.

Actuarial gains or losses are mainly amortized by the straight-line method over a defined pe-
riod (three years) within the employees’ average remaining service period, commencing on the
fiscal year following the fiscal year in which the gains or losses are incurred.

Actuarial gains and losses and past service costs that are yet to be recognized in profit or loss
are recognized in remeasurements of defined benefit plans under accumulated other compre-
hensive income within the net assets section, after adjusting for tax effects.

(i) Decommissioning Costs of Nuclear Power Units

The Company applies paragraph 8 of Accounting Standards Board of Japan (hereinafter “ASBJ")
Guidance No. 21, “Guidance on Accounting Standard for Asset Retirement Obligations” (issued
on March 25, 2011) to the decommissioning measures for specified nuclear power plants stipu-
lated by the ”Act on the Regulation of Nuclear Source Material, Nuclear Fuel Material and Reac-
tors” (effective on June 10, 1957; Act No. 166 of 1957) and records the decommissioning costs
of nuclear power units by allocating the total estimated decommissioning costs of nuclear power
units in accordance with the “Ministerial Ordinance Concerning Reserve for Decommissioning
Costs of Nuclear Power Units” (Ordinance of Ministry of Economy, Trade and Industry) over the
expected operational period plus expected safe storage period on a straight-line basis. The pres-
ent value of total estimated amount of obligations is recorded as an asset retirement obligation.

(Additional information)
Estimated amounts of decommissioning costs of Fukushima Daiichi Nuclear Power Station Units
1 through 4:

The Company records the amounts within the range of reasonable estimates based on the
currently available information, although they might vary from now on, since it is difficult to
identify the whole situations of the damages.

Revisions of the Ministerial Ordinance Concerning Reserve for Decommissioning Costs of Nu-
clear Power Units:

On April 1, 2018, the “Ministerial Ordinance to Revise a Part of the Ministerial Ordinance
Concerning Reserve for Decommissioning Costs of Nuclear Power Units” (Ordinance of Ministry
of Economy, Trade and Industry No. 17 on March 30, 2018) was enforced and the “Ministerial
Ordinance Concerning Reserve for Decommissioning Costs of Nuclear Power Units” was revised.
Previously, the Company applied paragraph 8 of ASBJ Guidance No. 21 concerning asset retire-
ment obligations to the decommissioning measures and recorded the costs of assets correspond-
ing to asset retirement obligations related to the decommissioning measures for specified nuclear
power units among property, plant and equipment in accordance with the “Ministerial Ordinance
Concerning Reserve for Decommissioning Costs of Nuclear Power Units,” by allocating total es-
timated amount of decommissioning costs of nuclear power units over the expected operational
period plus expected safe storage period on a straight-line basis, but following the revisions of the
Ministerial Ordinance, since the date of enforcement, the decommissioning costs will be recorded
over the expected operational period on a straight-line method.

However, in case of decommissioning nuclear reactor following the changes in energy poli-
cies, safety rules, etc., if an entity obtained authorization of the Minister of Economic, Trade and
Industry based on the request from a power generation operator, the decommissioning costs will
be recorded over the period of 10 years from the month that includes the date of decommission
of the specified nuclear power units (when the operation was ceased before the date of enforce-
ment of the revised Ministerial Ordinance, for 10 years from the month that includes the date of
cessation) on a straight-line method.
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(j) Income Taxes

Deferred tax assets and liabilities are determined based on the differences between financial
reporting and the tax bases of the assets and liabilities, and are measured using the enacted tax
rates and laws expected to be in effect when the differences are expected to be recovered or
settled.

(k) Foreign Currency Translation
The revenue and expenses of overseas consolidated subsidiaries are translated into yen at the
average exchange rates prevailing during the fiscal year.

The assets and liabilities of overseas consolidated subsidiaries, except for the components of
net assets, are translated into yen at the rates of exchange in effect at the respective balance
sheet date.

Certain components of equity (net assets) are translated at their historical exchange rates.
Translation differences arising from the translation of the financial statements of overseas consol-
idated subsidiaries are presented as foreign currency translation adjustments in net assets.

Current and non-current accounts denominated in foreign currency are translated into yen at
the exchange rates prevailing as of the fiscal year-end, and the resulting gain or loss is credited or
charged to income for the fiscal year.

() Derivatives and Hedging Activities
Derivatives are stated at fair values with any changes in unrealized gains or losses charged or
credited to income, except for those that meet the criteria for deferral hedge accounting under
which unrealized gains or losses is deferred as an asset or a liability.

Liabilities that are denominated in foreign currencies and hedged by derivative instruments are
translated at their respective contract rates.

(m) Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, cash in banks which can be withdrawn at any
time and short-term investments with a maturity of three months or less when purchased which
can easily be converted to cash and are subject to little risk of change in value.

(n) Accounting Standards Issued, but not Yet Applied

Accounting Standard and Implementation Guidance on Revenue Recognition

On March 30, 2018, the ASBJ issued “Accounting Standard for Revenue Recognition” ( ASBJ
Statement No. 29) and “Implementation Guidance on Accounting Standard for Revenue Recog-
nition” (ASBJ Guidance No.30).

(1) Overview

The 1ASB (International Accounting Standards Board) and the FASB (Financial Accounting
Standards Board) of USA have jointly developed comprehensive accounting standard on rev-
enue recognition and the IASB issued IFRS No. 15 and the FASB issued Topic 606 “Revenue
from Contracts with Customers” in May 2014. Considering the circumstances that IFRS No.
15 is applied from the fiscal year beginning on or after January 1, 2018 and Topic 606 is
applied from the fiscal year beginning after December 15, 2017, the ASBJ has developed
comprehensive accounting standard for revenue recognition, which was issued together with
its implementation guidance.

As a basic policy in the development of the accounting standard for revenue recognition of
the ASBJ, the accounting standard is determined starting from incorporating basic principles
of IFRS No. 15 from the viewpoint of comparability between financial statements that is a
benefit to ensure consistency with IFRS No. 15 and if there are any business practices to be
given consideration in Japan, alternative treatments should be added unless they impair com-
parability.

(2) Scheduled date of adoption
The Company expects to adopt the accounting standard and the implementation guidance
from the beginning of the fiscal year ending March 31, 2022.

(3) Impact of the adoption of accounting standard and the implementation guidance
The Company is currently evaluating the effect of the adoption of this accounting standard
and the implementation guidance on its consolidated financial statements.
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Amounts in U.S. dollars are included solely for the convenience of the reader. The rate of ¥106.25
= US$1.00, the approximate rate of exchange in effect on March 31, 2018, has been used. The
inclusion of such amounts is not intended to imply that yen have been or could be readily con-
verted, realized or settled in U.S. dollars at that or any other rate.

U.S. Dollar Amounts

(1) Consolidated Statement of Operations

“Gain on sales of noncurrent assets” (¥1,695 million (US$16 million) for the year ended March

31, 2018) that was presented individually under “Other income” for the year ended March 31,

2017 is included in “Other” of “Other income” for the year ended March 31, 2018 because
Changes in Presentation  the amount has become insignificant. The consolidated financial statements for the year ended

March 31, 2017 have been reclassified to reflect this change.

As a result, ¥7,029 million that was presented in “Gain on sales of noncurrent assets” under
“Other income” in the consolidated statement of operations for the year ended March 31, 2017
has been reclassified as “Other.”

(2) Consolidated Statement of Cash Flows

“Payments into time deposits” (¥(2,751) million (US$(26) million for the year ended March 31,
2018) and “Proceeds from withdrawal of time deposits” (¥1,060 million (US$10 million) for the
year ended March 31, 2018) that were presented individually under “Cash flows from investing
activities” for the year ended March 31, 2017 is included in “Other” for the year ended March
31, 2018 because the amount has become insignificant. The consolidated financial statements
for the year ended March 31, 2017 have been reclassified to reflect this change.

As a result, ¥(20,323) million that was presented in “Payments into time deposits” and
¥77,577 million that was presented in “Proceeds from withdrawal of time deposits” under “Cash
flows from investing activities” in the Consolidated Statement of Cash Flows for the year ended
March 31, 2017 has been reclassified as “Other.”

Fixed Assets Necessary for Decommissioning Reactors and Fixed Assets Requiring Main-

tenance after Having Discontinued Operation of Reactors

The outstanding balance of fixed assets necessary for decommissioning reactors and fixed assets

requiring maintenance after having discontinued operation of reactors as of March 31, 2018 and
Additional Information 2017 was ¥432,804 million (US$4,073 million) and ¥366,807 million, respectively.

Details of inventories were as follows:

Millions of
Millions of yen U.S. dollars
.
Inventories Merchandise and finished products................cco........ ¥ 5,413 ¥ 5,262 $ 51
WOIK iN PrOCESS.......veveeee e 15,053 18,791 142
Raw materials and stores............c..cccooveveiiiiie 139,773 132,717 1,315

Total INVENTONIeS ..o ¥160,240 ¥156,771 $1,508
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Property, Plant and
Equipment, Net

The major classifications of property, plant and equipment, net at March 31, 2018 and 2017
were as follows:

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

Hydroelectric power production facilities.................... ¥ 399,096 ¥ 415,728 $ 3,756
Thermal power production facilities..................c....... 1,016,890 1,060,332 9,571
Nuclear power production facilities............cc.ccceveenine 865,747 816,184 8,148
Transmission facilities. ... 1,576,154 1,655,098 14,834
Transformation facilities...........ccocoovviiiiiiiii 664,734 690,766 6,256
Distribution facilities ... 2,021,792 2,005,542 19,029
Other electricity-related property, plant and equipment .. 124,921 147,434 1,176
Other property, plant and equipment ........................ 198,262 191,153 1,866
Construction iN Progress.........ccocveeeeieeeeieneieeeeenn 925,538 840,444 8,711
¥7,793,137 ¥7,822,684 $73,347

Assets corresponding to asset retirement obligations related to the decommissioning of specified
nuclear power generating facilities are included in property, plant and equipment (Note 21).

Investment Securities

At March 31, 2018 and 2017, available-for-sale securities for which market prices were available
were as follows:

Millions of yen Millions of U.S. dollars
2013 | 2017 | 2018
Unrealized Unrealized Unrealized

Carrying  Acquisition
amount costs

Carrying  Acquisition
amount costs

Carrying  Acquisition

h0|dmg gais amount costs

(losses)

holding gains
(losses)

holding gains
(losses)

Unrealized holding gains:
Stocks, bonds and other .¥10,003 ¥ 8,123 ¥1,880 ¥ 142 ¥ 72 ¥ 69 $94 $76 $18
Unrealized holding losses:
Stocks, bonds and other.. 2,906 3,449  (542) 3,989 4,832  (843) 28 33 (5)
Total oo ¥12,910 ¥11,572 ¥1,338 ¥4,131 ¥4,904 ¥773) $122 $109 $13

Long-term Investments
in Associates

Shares and capital investments in associates (of which investments in jointly controlled entities)
were as follows:

Millions of
Millions of yen U.S. dollars
2018 2017 2018
Shares and capital investments............ccccccoecveeveenrnnn. ¥ 831,452 ¥ 821,572 $ 7,825

(Of which investments in jointly controlled entities) ... (308,558) (295,942) (2,904)
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A reconciliation of the difference between cash and deposits stated in the consolidated balance
sheets as of March 31, 2018 and 2017 and cash and cash equivalents for the purpose of the
statement of cash flows for the years ended March 31, 2018 and 2017 is as follows:

Millions of
Supplemental Cash Millions of yen U.S. dollars
Flow Information 2018 2018
Cash and depPOSItS ......cveeveereceeieceeeeeee e ¥1,187,283 ¥ 941,383 $11,175
Time deposits with maturities of more than three months ... (2,899) (1,140) (28)
Cash and cash equivalents.........c..cccooeviiiinciieicnn, ¥1,184,384 ¥ 940,243 $11,147
1 0 Short-term loans are unsecured. The weighted-average interest rates of short-term loans were
approximately 0.630% and 0.609% for the years ended March 31, 2018 and 2017, respectively.
At March 31, 2018 and 2017, short-term debt consisted of the following:
Millions of
Short-Term Loans and Millions of yen U.S. dollars
Long-Term Debt
Loans from banks and other sources ....................... ¥1,581,266 ¥ 860,152 $14,883

The annual interest rates applicable to the Company’s domestic straight bonds at March 31,
2018 and 2017 ranged from 0.380% to 2.800%. The interest rates applicable to long-term debt
(except for the current portion) at March 31, 2018 and 2017 averaged approximately 0.824%
and 0.796%, respectively.

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

Millions of

Millions of yen U.S. dollars
Domestic straight bonds due from 2017 through 2040.. ¥ 2,230,891 ¥ 3,205,987 $ 20,996

Loans from banks, insurance companies and

ONEr SOUICES ...ttt 2,210,811 1,938,839 20,808
4,441,702 5,144,826 41,804
Less: CUrrent POrtion .........c.ooeeeeriieieic e (1,756,527)  (1,726,040) (16,532)
¥ 2,685,175 ¥ 3,418,785 $ 25,272

Financial covenants:

At March 31, 2018

Financial covenants on the financial position and operating results of the Company and its Group
are attached to corporate bonds of ¥125,333 million (US$1,180 million), current portion of long-
term debt of ¥894,682 million (US$8,421 million) and short-term loans of ¥566,543 million
(US$5,332 million) of the Company as of March 31, 2018.

At March 31, 2017

Financial covenants on the financial position and operating results of the Company and its
Group are attached to corporate bonds of ¥401,882 million, current portion of long-term debt
of ¥895,669 million and short-term loans of ¥579,995 million of the Company as of March 31,
2017.
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Leases

(a) As Lessee:

Future minimum lease payments subsequent to March 31, 2018 and 2017 for operating leases
are summarized as follows:

Millions of
Millions of yen U.S. dollars
2018 2018
Within ONe Year.........cocoiiiiiiiiiee ¥347 ¥ 451 $3
Later than ONe Year ..o i 401 711 4
TOTAN e ¥749 ¥1,162 $7

(b) As Lessor:
Future minimum lease income subsequent to March 31, 2018 and 2017 for operating leases is
summarized as follows:

Millions of

Millions of yen U.S. dollars
Within ONe Year........cooveiiiiiiiiieeeeeeeeeee ¥12 ¥33 $0
Later than one year ..........ccooooiiiiiiiiie — 13 —
TOMAl ..o ¥12 ¥47 $0
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loans from the Development Bank of Japan that amounted to ¥313,171 million (US$2,947 mil-
lion) and ¥905,269 million, and for bonds that amounted to ¥1,740,891 million (US$16,385 mil-
lion) and ¥3,115,987 million including current portion at March 31, 2018 and 2017, respectively.

Pledged Assets Pursuant to the Nuclear Damage Compensation Act (June 17, 1961; Act No. 147 of 1961),
the Company has made a deposit of ¥120,000 million (US$1,129 million) as a measure of com-
pensation for damages to be paid as the operator for cooling of nuclear reactors and treatment
of accumulated water of Fukushima Daiichi Nuclear Power Station.

The entire property of TEPCO Fuel & Power, Incorporated was subject to certain statutory pref-
erential rights as security for loans from Development Bank of Japan that amounted to ¥208,534
million (US$1,963 million) including current portion at March 31, 2018.

The entire property of TEPCO Power Grid, Incorporated was subject to certain statutory pref-
erential rights as security for bonds that amounted to ¥490,000 million (US$4,612 million) and
¥90,000 million at March 31, 2018 and 2017, respectively, and loans from Development Bank of
Japan that amounted to ¥345,432 million (US$3,251 million) including current portion at March
31, 2018.

The entire property of TEPCO Energy Partner, Incorporated was subject to certain statuto-
ry preferential rights as security for loans from Development Bank of Japan that amounted to
¥55,554 million (US$523 million) including current portion at March 31, 2018.

Some of the Company’s long-term loan agreements give the lenders the right, upon request,
to have any proposed appropriation of retained earnings submitted to them for prior approval
before submission to the shareholders. None of the lenders has ever exercised this right.

Assets pledged as collateral for certain consolidated subsidiaries’ long-term debt of ¥117 mil-
lion (US$1 million) and ¥162 million, which are related to plant mortgage, at March 31, 2018 and
2017, respectively, were as follows:

1 2 The Company’s entire property was subject to certain statutory preferential rights as security for

Millions of
Millions of yen U.S. dollars
2018 2018
Property, plant and equipment, net:
Other .o ¥4,181 ¥4,628 $39
Investments and other:
Long-term investments..........c.ccoceiiiiiiiciiree. 523 516 5
¥4,705 ¥5,144 $44

Above property, plant and equipment-other are pledged as plant mortgage as of March 31, 2018
and 2017.

Long-term investments totaling ¥4 million (US$0 million) were pledged as collateral for long-term
loans from financial institutions to investees of certain consolidated subsidiaries as of March 31,
2018 and 2017. In case of default of the investees, the burden of the consolidated subsidiaries is
limited to the concerned amount of investments.
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Method of Recording
Contribution Costs
Concerning Reprocessing
of Irradiated

Nuclear Fuel

The costs required to implement the reprocessing of irradiated nuclear fuel are recorded by book-
ing the contribution stipulated in paragraph 1, Article 4 of the “Act on the Partial Revision of the
Spent Nuclear Fuel Reprocessing Fund Act” (Act No. 40, May 18, 2016) as expenses in proportion
to the amount of irradiated nuclear fuel generated from operation.

Of the estimated amount of costs required for the reprocessing of irradiated nuclear fuel
generated up to March 31, 2004, the cost burden responsibility for the difference arising from
changes in the reserve recording standards in the year ended March 31, 2005 will be fulfilled by
paying the difference as contribution related to irradiated nuclear fuel in accordance with Article
4 of the Supplementary Provisions of the “Ministerial Ordinance to Revise a Part of the Electric
Utility Accounting Regulations, etc.” (Ordinance of the Ministry of Economy, Trade and Industry
No. 94, September 30, 2016). An equal amount of ¥30,560 million (US$ 288 million) will be
expensed each year until the year ending March 31, 2020.

In addition, contribution costs related to reprocessing of irradiated nuclear fuel is recorded in
“Construction in progress” on the consolidated balance sheet.

14

Reserve for Loss on
Disaster

For the Niigataken Chuetsu-Oki Earthquake
The Company provides reserve for loss on disaster for the restoration of assets damaged by the
Niigataken Chuetsu-Oki Earthquake.

For the Tohoku-Chihou-Taiheiyou-Oki Earthquake
The Company provides reserve for loss on disaster for the restoration of assets damaged by the
Tohoku-Chihou-Taiheiyou-Oki Earthquake.

Major expenses and/or losses included in reserve for loss on disaster are recognized as follows:

a. Expenses and /or losses for settlement of the accident and the decommissioning of
Fukushima Daiichi Nuclear Power Station
Responding to “Step 2 Completion Report- Roadmap towards Settlement of the Accident at
Fukushima Daiichi Nuclear Power Station, Tokyo Electric Power Company, Incorporated (hereinaf-
ter “TEPCO" (December 16, 2011) prepared by Government-TEPCO Integrated Response Office
established by the Nuclear Emergency Response Headquarters of the Government, “Mid-and-
long-Term Roadmap towards the Decommissioning of Fukushima Daiichi Nuclear Power Plant,
TEPCO" (December 21, 2011; hereinafter “Mid-and-long Term Roadmap”) was prepared by
Government and TEPCO’s Mid-to- Long Term Countermeasure Meeting established by Nuclear
Emergency Response Headquarters of the Government ( finally revised on September 26, 2017).
Regarding expenses and/or losses related to Mid-and-long Term Roadmap, the Company records
estimated amounts (excluding expenses required for removal of reactor cores in the plan concern-
ing recovery of reserve for decommissioning reactors applied for authorization pursuant to para-
graph 2 of Article 55-9 of “Act on the Nuclear Damage Compensation and Decommissioning
Facilitation Corporation” (Act No.94 of 2011)) based on specific target periods and contents of
individual countermeasures, if it is possible to estimate the amounts in the normal way.
However, within expenses and/or losses related to Mid-and-long Term Roadmap, if the normal
estimation is difficult because the concrete contents of constructions cannot be estimated at this
time, the Company records estimated amounts based on the historical amounts at an accident at
overseas nuclear power plants.

b. Expenses for disposal of nuclear fuels in processing within expenses and/or losses for
decommissioning of Fukushima Daiichi Nuclear Power Station Units 1 through 4

The Company records an amount equivalent to the present value (discount rate: 4.0%) of the

processing costs of nuclear fuels in processing which are not expected to be spent, in accordance

with the accounting guideline for “Reserve for reprocessing of irradiated nuclear fuel”.
Processing costs for loaded fuels are included in “Other fixed liabilities”.
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¢. Expenses and/or losses for maintaining the safe “cold shutdown condition” and oth-
ers of reactors at Fukushima Daini Nuclear Power Station

Although the future treatment for the damaged Fukushima Daini Nuclear Power Station has not

been decided yet, the Company records estimated amounts for expenses and/or losses for main-

taining the safe “cold shutdown condition” and others of reactors based on the expenses and/or

losses required for restoration of the Kashiwazaki-Kariwa Nuclear Power Station damaged by the

Niigataken-Chuetsu-Oki Earthquake.

(Additional information)
Reserve for loss on disaster at March 31, 2018 and 2017 consists of the following:

Millions of
Millions of yen U.S. dollars
2018 2017 2018
Loss on the Niigataken Chuetsu-Oki Earthquake............. ¥ 5,119 ¥ 15,009 $ 48
Loss on the Tohoku-Chihou-Taiheiyou-Oki Earthquake: .. 437,282 452,682 4,116
a.Expenses and/or losses for settlement of the Accident
and the Decommissioning of Fukushima Daiichi
Nuclear Power Station ...........ccccoooveeviiiiiiiieeee 315,442 330,653 2,969
b.Expenses for disposal of nuclear fuels in processing among
expenses and/or losses for decommissioning Fukushima
Daiichi Nuclear Power Station Units 1 through 4............... 5,885 5,659 55
¢. Expenses and/or losses for maintaining the safe
“cold shutdown condition” and others of reactors at
Fukushima Daini Nuclear Power Station...............c.c...... 115,384 115,583 1,086
.Other .. 569 786 6
TOtAl oo ¥442,402 ¥467,692 $4,164

Estimates of expenses and/or losses related to Mid-and-long Term Roadmap towards Settlement
and the Decommissioning of Fukushima Daiichi Nuclear Power Station:

Before nuclear power plants can be scrapped, nuclear fuels in the reactors must be removed,
but the concrete working conditions will be decided after the status of inside of the reactors has
been confirmed and also in consideration of the progress of necessary research and development
activities. Accordingly, the Company records the amounts, including the amount recorded based
on actual amounts in overseas nuclear power plant accidents, within the range of reasonable
estimates based on the currently available information for expenses and/or losses related to Mid-
and-Long Term Roadmap, although they might vary from now on.

Tohoku-Chihou-Taiheiyou-Oki Earthquake, the Company has recorded expenses required for re-
moval of reactor cores out of the amount prescribed in the plan concerning recovery of reserve
for decommissioning of reactors applied for authorization pursuant to paragraph 2 of Article
Provision for Preparation 55-9 of the “Act on the Nuclear Damage Compensation and Decommissioning Facilitation Cor-
of Removal of Reactor poration” (Act No.94 on August 10, 2011). The Company is scheduled to transfer it to reserve
Cores in the Specified for removal of reactor cores in the specified nuclear power units in the following fiscal year since
Nuclear Power Facilities the Company obtained authorization pursuant to paragraph 2 of Article 55-9 of the Act No.94
of 2011 on April 11, 2018.

1 5 In order to provide for expenses/losses required for the restoration of assets damaged by the
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Reserve for Nuclear
Damage Compensation

For the year ended March 31, 2018

In order to provide for compensation payments for nuclear damages concerning the accident
of Fukushima Daiichi Nuclear Power station damaged by the Tohoku-Chihou-Taiheiyou-OKki
Earthquake, the Company records estimated amounts at March 31, 2018.

The Company has recorded a reserve for nuclear damage compensation in the amounts
after deducting the amount of receipt of compensation pursuant to the provision of the Act on
Contract for Indemnification of Nuclear Damage Compensation (effective on June 17, 1961,
Act No. 148 of 1961) and the amount which was submitted an application for based on the
provision of “Act on the Nuclear Damage Compensation and Decommissioning Facilitation
Corporation” (effective on August 10, 2011; Act No. 94 of 2011) corresponding to the Com-
pany’s compensation liability to the government, which was recognized as a liability on and
after January 1, 2015 (the “Decontamination Costs”) based on the “Act on Special Measures
concerning the Handling of pollution by Radioactive Materials Released by the Accident of Nu-
clear Power Plant damaged by Tohoku-Chihou-Taiheiyou-Oki Earthquake on March 11, 2011”
(effective on August 30, 2011; Act No. 110 of 2011) from the estimated damage compen-
sation based on the government compensation criteria to be decided by the Committee for
Adjustment of Compensation for Nuclear Damage Disputes, including “the Interim Guidelines
on Criteria for Determining Nuclear Damage Indemnification Coverage due to the Accident
at Fukushima Daiichi and Daini Power Stations, Tokyo Electric Power Company, Incorporated
(hereinafter “TEPCO", previous trade name of the Company before April 1, 2016)" (hereinafter
the “Interim Guidelines”) on August 5, 2011 and the Company’s compensation criteria con-
sidering these guidelines and the actual compensation claim amounts and objective statistical
data.

The Company records the estimated amount as far as reasonable estimation is possible at
this moment, although the estimated compensation amounts might vary depending on the
government decisions on guidelines regarding new compensation, establishment of the Com-
pany’s compensation criteria, accuracy of reference data and agreements with the victims in
the future.

(Additional information)

Receivables of ¥1,627,254 million (US$15,315 million) on grants-in-aid corresponding to the
cost of decontaminations, etc. are not recorded as " Grants-in-aid receivable from Nuclear Dam-
age Compensation and Decommissioning Facilitation Corporation” and the estimated amount
of the receivables are not recorded as “Reserve for compensation for nuclear power-related
damages” at the end of the fiscal year in accordance with the Ordinance on Accounting at
Electric Utilities.

For the year ended March 31, 2017

In order to provide for compensation payments for nuclear damages concerning the accident
of Fukushima Daiichi Nuclear Power station damaged by the Tohoku-Chihou-Taiheiyou-OKki
Earthquake, the Company records estimated amounts at March 31, 2017.

The Company has recorded a reserve for nuclear damage compensation in the amounts
after deducting the amount of receipt of compensation pursuant to the provision of the Act on
Contract for Indemnification of Nuclear Damage Compensation (effective on June 17, 1961,
Act No. 148 of 1961) and the amount which was submitted an application for based on the
provision of “Act on the Nuclear Damage Compensation and Decommissioning Facilitation
Corporation” (effective on August 10, 2011; Act No. 94 of 2011) corresponding to the Com-
pany’s compensation liability to the government, which was recognized as a liability on and
after January 1, 2015 (the “Decontamination Costs”) based on the “Act on Special Measures
concerning the Handling of pollution by Radioactive Materials Released by the Accident of Nu-
clear Power Plant damaged by Tohoku-Chihou-Taiheiyou-Oki Earthquake on March 11, 2011"
(effective on August 30, 2011; Act No. 110 of 2011) from the estimated damage compen-
sation based on the government compensation criteria to be decided by the Committee for
Adjustment of Compensation for Nuclear Damage Disputes, including “the Interim Guidelines
on Criteria for Determining Nuclear Damage Indemnification Coverage due to the Accident
at Fukushima Daiichi and Daini Power Stations, Tokyo Electric Power Company, Incorporated
(hereinafter “TEPCO", previous trade name of the Company before April 1, 2016)" (hereinafter
the “Interim Guidelines”) on August 5, 2011 and the Company’s compensation criteria con-
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sidering these guidelines and the actual compensation claim amounts and objective statistical
data.

The Company records the estimated amount as far as reasonable estimation is possible at
this moment, although the estimated compensation amounts might vary depending on the
government decisions on guidelines regarding new compensation, establishment of the Com-
pany’s compensation criteria, accuracy of reference data and agreements with the victims in
the future.

(Additional information)

Receivables of ¥559,704 million on grants-in-aid corresponding to the cost of decontamina-
tions, etc. are not recorded as “Grants-in-aid receivable from Nuclear Damage Compensation
and Decommissioning Facilitation Corporation” and the estimated amount of the receivables
are not recorded as “Reserve for compensation for nuclear power-related damages” at the end
of the fiscal year in accordance with the Ordinance on Accounting at Electric Utilities.

tuations in water level based on the “Ministerial Order Concerning Reserve for Fluctuations in
Water Level” (Ordinance of Ministry of Economy, Trade and Industry) pursuant to the provisions
of Article 36 of the Electric Utility Industry Law before revision by the provision of Article 1 of
Reserve for fluctuations “Act to revise a part of the Electric Utility Industry Law” (Act No.72 of 2014) which is applied by
in water level replacing the terms and phrases of the Law still effective pursuant to paragraph 3 of Article 16 of
the Supplementary Provisions of the Law.

1 7 In order to provide for losses arising from drought, the Company has recorded a reserve for fluc-

Articles 27-3 and -29 of the Electricity Utilities Industry Law requires the Company to provide
for preparation of the depreciation of nuclear power construction to average the burden of de-
1 8 preciation recognized immediately after the start of operations of the nuclear power stations.
Reserve for Preparation
of the Depreciation
of Nuclear Power
Construction
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Employees’ Retirement
Benefits

The Company and certain consolidated subsidiaries have defined benefit plans, including a de-
fined benefit corporate pension plan and lump-sum payment plans, and also defined contribu-
tion pension plans. The Company has defined benefit corporate pension plan, defined contribu-
tion pension plan and lump-sum payment plan.

Defined Benefit Plans
(1) The changes in projected benefit obligations for the years ended March 31, 2018 and 2017
were as follows:

Millions of
Millions of yen U.S. dollars

2018 2017 2018

Beginning balance of projected benefit obligations ... ¥833,466 ¥836,440 $7,844
SEIVICE COSE .ot 26,218 26,876 247
INTEreSt COST ..ivviiiiiiiiiiie e 8,092 8,125 76
Actuarial gain and 105 .........c.cccoovviviiiiiiiiiee (32) 514 (0)
Retirement benefit paid ...........ccccooiiiiiiii (39,177) (38,489) (369)
Other (Note 2 below) ........cooooviiiiiieeieeee 38 (2) 1

Ending balance of projected benefit obligations........ ¥828,606 ¥833,466 $7,799

(Notes):

1. For certain retirement benefit plans, a simplified method is applied in determining projected
benefit obligations.

2. Other represents an increase or a decrease due to a transfer of employees, etc.

(2) The changes in plan assets for the years ended March 31, 2018 and 2017 were as follows:

Millions of
Millions of yen U.S. dollars

2018 2017 2018

Beginning balance of plan assets............ccccccocevien.. ¥578,685 ¥571,027 $5,446
Expected return on plan assets ...........cccccoevevennnn. 14,195 14,007 134
Actuarial gain and 10SS..........ccocooiiiiiiii 10,965 9,553 103
Contribution from the employer.............cccccoiennee. 5,814 5,757 55
Retirement benefit paid..............cccocooiiiiiiii (20,895) (22,279) (197)
Other (Note 2 below) ........coooviiiiiieieeeeee 605 618 6

Ending balance of plan assets..........c.ccoociviiiiinicnnn ¥589,370 ¥578,685 $5,547

(Notes):

1. Above amounts include plan assets of retirement benefit plans to which a simplified method
is applied.

2. Other represents an increase due to employees’ contribution, etc.
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(3) Reconciliation between the ending balances of projected benefit obligations and plan assets
and net defined benefit liability and net defined benefit asset recorded in the consolidated
balance sheet

Millions of
Millions of yen U.S. dollars
2018 2018
Funded projected benefit obligations ....................... ¥ 444,312 ¥ 449,848 $4,182
Plan @SSOTS ... ..o (589,370) (578,685) (5,547)
(145,057) (128,837) (1,365)
Unfunded projected benefit obligations .................... 384,293 383,617 3,617
Net liability (asset) recorded in the consolidated
balance sheet ..o 239,235 254,780 2,252
Net defined benefit liability..............ccccoovieiiiiii, 386,735 386,392 3,640
Net defined benefit asset...........cccccoovivvieiiieiciee (147,499) (131,611) (1,388)
Net liability (asset) recorded in the consolidated
balance sheet ... ¥ 239,235 ¥ 254,780 $ 2,252

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

Millions of
Millions of yen U.S. dollars
Service cost (Notes 1 and 2 below) ......cc..cccooeveii. ¥ 25,599 ¥ 26,251 $ 241
INTEreSt COSt...oii i, 8,092 8,125 76
Expected return on plan assets...........cccooeviiiiiiiinan. (14,195) (14,007) (134)
Amortization of actuarial gains and losses.................. 3,013 (6,048) 28
Amortization of past service costs.............ccocvevvrennn. (158) (158) (1)
Other (Note 3 below) .......ooooviiiiiieeeeeee 6 14 0
Retirement benefit expenses on defined benefit plans... ¥ 22,356 ¥ 14,177 $210

(Notes):

1. Service cost includes retirement expenses of the retirement benefit plans to which a simplified
method is applied.

2. The amount excluded employees’ contribution.

3. Other includes early additional severance payments.

(5) Remeasurements of defined benefit plans on other comprehensive income
The components of remeasurements of defined benefit plans (before tax effects) on other com-
prehensive income were as follows:

Millions of

Millions of yen U.S. dollars
¥ (158) ¥ (158) $
14,010 2,990 132

¥13,851 ¥2,831 $130
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(6) Remeasurements of defined benefit plans on accumulated other comprehensive income
The components of remeasurements of defined benefit plans (before tax effects) on accumulated
other comprehensive income were as follows:

Millions of
Millions of yen U.S. dollars
2018 2018
Unrecognized past Service Costs .........cccoovrviiiecnnne ¥ 403 ¥ 562 $4
Unrecognized actuarial gains and losses..................... 10,120 (3,890) 95
TOTAl o ¥10,523 ¥(3,328) $99

(7) Plan assets
a. Plan assets consisted of the following:

Life insurance general account ...........ccoceevviinieenne 46% 47%
EQUItY SECUNTIES ... 21% 22%
Debt SECUNtIES ..o 27% 25%
Other. oo 6% 6%
TOtAl e 100% 100%

b. Method of determining the long-term expected rate of return on plan assets
The long-term expected rate of return on plan assets is determined considering allocation of
plan assets which are expected currently and in the future and the long-term expected rates
of return which are currently and in the future from various components of plan assets.

(8) Assumptions used for actuarial calculation

‘:“:- 2017

DISCOUNT rate ... Mainly 1.0%  Mainly 1.0%
Long-term expected rate of return ..o Mainly 2.5%  Mainly 2.5%
Expected rate of salary increase ..........ccccoccovveiinecnne Mainly 6.2%  Mainly 6.2%

Defined Contribution Plans

The amount of the required contribution to the defined contribution plans of the Company and
consolidated subsidiaries was ¥4,340 million (US$41 million) and ¥4,298 million for the years
ended March 31, 2018 and 2017, respectively.
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The significant components of deferred tax assets and liabilities as of March 31, 2018 and 2017
were as follows:
Millions of
Millions of yen U.S. dollars

Income Taxes 2018 2017 2018

Deferred tax assets:

Reserve for nuclear damage compensation ............ ¥ 168,181 ¥ 195,687 $1,583
Depreciation and amortization ...........ccccccoeernne. 152,829 167,284 1,438
Asset retirement obligations ...........cccoccooiiii 127,742 129,311 1,202
Reserve for loss on disaster...........c.ccoovevveiieeienns 123,932 131,013 1,167
Net defined benefit liability ............ccccooooviiiiinn. 110,754 109,835 1,043
Amortization of easement on transmission line....... 63,256 58,462 595
(@] { aT<] S USSR 171,084 261,630 1,610
917,780 1,053,226 8,638

Valuation allowance ............cccooeiioiiiiiie (675,175) (831,445) (6,355)
Total deferred tax assets ..........ccccoeeveveeeiieieiiecncen 242,605 221,780 2,283

Deferred tax liabilities:

Grants-in-aid receivable from Nuclear
Damage Compensation and

Decommissioning Facilitation Corporation............ (166,236) (150,200) (1,565)
(@1 aT=] ST (55,693) (60,606) (524)
Total deferred tax liabilities ...........cccooeeviiiiee. (221,930) (210,806) (2,089)
Net deferred tax assets .........coovovevooeeeeeeeeeeeeeeeee. ¥ 20,674 ¥ 10,974 $ 194

Note: Net deferred tax assets at March 31, 2018 and 2017 are included in the following items of
the consolidated balance sheet.

Millions of

Millions of yen U.S. dollars
Investments and other assets - other ......................... ¥17,061 ¥9,708 $160
Current assets-0ther .........oooiieoeee e 4,024 1,265 38
Other long-term liabilities ..........ccoocoviiiiiiiien 411) — 4)

A reconciliation between the normal effective statutory tax rate and the actual effective tax rate
reflected in the accompanying consolidated statements of income for the years ended March 31,

2018 and 2017 was as follows:
l:“:- 2017

Normal effective statutory tax rate 28.2% 28.2%
Change in valuation allowance................c..cccoco..... (22.3) (7.6)
Gain on change in eqUItY ........cocoeveviiiiiiicieees — (7.0)
Gain on equity method investments..................... (3.3) (5.0)

Other . e 0.3 0.6
Actual effective tax rate............cccooovioiiiiiiee 2.9% 9.1%
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Asset Retirement
Obligations

The Company recorded asset retirement obligations in the accompanying consolidated financial
statements for the decommissioning of specified nuclear power plant facilities as prescribed in
the “Act on the Regulation of Nuclear Source Material, Nuclear Fuel Material and Reactors” (ef-
fective on June 10, 1957; Law No.166 of 1957). The corresponding removal costs are accounted
for in accordance with the paragraph 8 of ASBJ Guidance No. 21, March 25, 2011 and total
estimated amounts of decommissioning costs of nuclear power units are charged to income over
the estimated operating periods of the power generating facilities, plus expected safe storage
periods on a straight-line basis based on the provisions of the “Ministerial Ordinance Concerning
Reserve for Decommissioning Costs of Nuclear Power Units” (Ordinance of Ministry of Economy,
Trade and Industry).

In computing the amount of asset retirement obligations, the Company uses the remaining years
deducting the years since the start of operations from the estimated operating period of the
generating facilities, plus expected safe storage period, for each specified nuclear power unit as
the expected terms until expenditure and applies a discount rate of 2.3%.

The changes in asset retirement obligations for the years ended March 31, 2018 and 2017 were
as follows:

Millions of
Millions of yen U.S. dollars
2018 2018
Balance at beginning of year ... ¥773,693 ¥771,202 $7,282
Net changes during the year...........cccccocoviiiiiicnne 10,889 2,490 102
Balance atend of year...........ccoccoooiiiiii ¥784,583 ¥773,693 $7,384

(Additional Information)

On April 1, 2018, the “Ministerial Ordinance to Revise a Part of the Ministerial Ordinance Con-
cerning Reserve for Decommissioning Costs of Nuclear Power Units” (Ordinance of Ministry of
Economy, Trade and Industry No. 17 on March 30, 2018) was enforced and the “Ministerial
Ordinance Concerning Reserve for Decommissioning Costs of Nuclear Power Units” was revised.
Previously, the Company applied paragraph 8 of ASBJ Guidance No. 21 concerning asset retire-
ment obligations to the decommissioning measures and recorded the costs of assets correspond-
ing to asset retirement obligations related to the decommissioning measures for specified nuclear
power units among property, plant and equipment in accordance with the “Ministerial Ordinance
Concerning Reserve for Decommissioning Costs of Nuclear Power Units,” by allocating total es-
timated amount of decommissioning costs of nuclear power units over the expected operational
period plus expected safe storage period on a straight-line basis, but following the revisions to the
ministerial ordinance, since the date of enforcement, the decommissioning costs will be recorded
over the expected operational period on a straight-line method.

However, in case of decommissioning nuclear reactor following the changes in energy poli-
cies, safety rules, etc., if an entity obtained authorization of the Minister of Economic, Trade and
Industry based on the request from a power generation operator, the decommissioning costs will
be recorded over the period of 10 years from the month that includes the date of decommission
of the specified nuclear power units (when the operation was ceased before the date of enforce-
ment of the revised ministerial ordinance, for 10 years from the month that includes the date of
cessation) on a straight-line method.
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Shareholders’ Equity

The Corporation Law of Japan provides that an amount equal to 10% of the amount to be dis-
bursed as distributions of capital surplus (other than capital reserve) and retained earnings (other
than legal reserve) be transferred to the capital reserve or the legal reserve, respectively, until the
sum of the capital reserve and the legal reserve equals 25% of common stock. The capital reserve
amounted to ¥743,555 million (US$6,998 million) at March 31, 2018 and 2017 and the legal
reserve amounted to ¥169,108 million (US$1,592 million) at March 31, 2018 and 2017. More-
over, neither the capital reserve nor the legal reserve is available for the payment of dividends, but
distributions of capital surplus can be made at any time by resolution of the shareholders or by
the Board of Directors if certain conditions are met.

The changes in the number of outstanding shares and treasury stock during the years ended
March 31, 2018 and 2017 were as follows:

Number of shares (in thousands)

April 1, 2017 Increase Decrease March 31, 2018
Outstanding shares issued:
Common StocK..........ccoeeiieiiiii, 1,607,017 — — 1,607,017
Preferred stock — Class A ............. 1,600,000 — — 1,600,000
Preferred stock — Class B.............. 340,000 — — 340,000
Total o 3,547,017 — — 3,547,017
Treasury stock:
Common StoCK.......cc.eoveieeeeienn. 4,732 35 2 4,765

Note: An increase in common stock of treasury stock of 35 thousand shares is due to purchases
of shares less than one unit and a decrease of 2 thousand shares is due to additional pur-
chase requisition.

Number of shares (in thousands)

April 1, 2016 Increase Decrease March 31, 2017

Outstanding shares issued:
Common StocK..........ccvveieiiiii 1,607,017 — — 1,607,017
Preferred stock — Class A ............. 1,600,000 — — 1,600,000
Preferred stock — Class B.............. 340,000 — — 340,000
Total e 3,547,017 — — 3,547,017

Stock acquisition rights
Outstanding balance at consolidated subsidiaries at March 31, 2018: ¥0 million ($0 million)
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Amount of expenses recorded in relation to stock options for the year ended March 31,
2018:
Not applicable
Stock Options Description of stock options:
Name of the issuer: TRENDE Inc.
Date of resolution: March 13, 2018
Individuals covered by the plan: 2 directors and a person expected to join TRENDE Inc.
Type and number of stock options
to be granted (Note): Common stock 240,000 shares
Date of grant: March 14, 2018
Vesting conditions: Director or employee of TRENDE Inc. upon the exercise
Service period: Not defined
Exercise period: March 14, 2018 through March 13, 2021

Note: the number of stock options is converted into the number of shares.

The stock option activity is as follows:
Issuer TRENDE Inc.
Date of resolution March 13, 2018
Non-vested:
March 31,2017- Outstanding —
Granted 240,000
Forfeited —
Vested —
March 31, 2018-Outstanding 240,000
Vested: —
March 31, 2017-Outstanding —
Vested —
Exercised —
Forfeited —
March 31, 2018-Outstanding —

Unit price information:

Issuer TRENDE Inc.
Date of resolution March 13, 2018
Exercise price ¥50 (US$0)
Average stock price at the time of exercise —
Fair unit price at the date of grant ¥0.5 (US$0)

Estimate method of the fair unit price of stock options:
Estimate method used: Monte-Carlo simulation

Major basic numerical value and estimate method:

Issuer TRENDE Inc.

Date of resolution March 13, 2018
Volatility (Note 1) 64.29%
Estimated dividend (Note 2) 0%
Risk free interest rate (Note 3) (0.127)%
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Notes:
1. Volatility is computed based on the following conditions following the treatments of “Guid-
ance on Accounting Standard for Share-based Payment” (ASBJ Guidance No. 11):
Since the issuer is unlisted, a listed company similar with the issuer is regarded as an observa-
tion object and its volatility is adopted.
-Stock information collecting period: latest period corresponding to the period until maturity
(3 years)
-Frequency of price observation: weekly
-Extraordinary information: not applicable
-Discontinuous changes in circumstances surrounding the company: not applicable
2. Estimated dividend is computed to be 0% based on the recent actual dividend.
3. Government bond yields (time to maturity 3 years)

Estimate method of the vested number of stock options:
Since the reasonable estimation of number of options to be forfeited in future is difficult, the
method to reflect only actual number of forfeited options is adopted.

accounted for using the equity method in accordance with “Act on Revaluation of Land” (Act
No. 34 issued on March 31, 1998).

Land revaluation loss represents the amount corresponding to the Company’s share of the reval-
uation differences resulting from revaluation of land used for business made by certain affiliates

Land Revaluation Loss

Research and development costs included in operating expenses for the years ended March 31,
2018 and 2017 totaled ¥19,848 million (US$187 million) and ¥17,254 million, respectively.

Research and
Development Costs

The amount of selling, general and administrative expenses (before netting) included in the elec-
tric power business operating expenses (¥5,188,433 million ($48,832 million) after netting and
offset amount of ¥(50,108) million ($(472) million) for the year ended March 31, 2018 and
¥4,862,241 million after netting and offset amount of ¥(16,917) million for the year ended
Selling, General and March 31, 2017) was ¥315,819 million ($2,972 million) (¥352,842 million in 2017). Major com-
Administrative ponents and amounts are shown below:
Expenses Since netting of transactions between consolidated companies in the electric power business

is conducted for the total of electric power business operating expenses, the amount before net-

ting is presented.

* The offset amount represents the amount excluding the netting of transactions between the
Company and its core management companies. The selling, general and administrative expens-
es (before netting) represent the amount excluding transactions between the Company and its
core management companies.

Millions of
Millions of yen U.S. dollars
2018 2018
Salaries and allowances............ ¥83,274 ¥91,031 $784
Employees’ retirement benefits 22,836 14,544 215

CoNsSigNMENT EXPENSES .....cvvevieiiiiieieiie e 84,472 94,149 795
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Provisions for Reserves

Provisions for reserves charged to net income during the years ended March 31, 2018 and 2017
were as follows:

Millions of
Millions of yen U.S. dollars
2018 2018
Reserve for reprocessing irradiated nuclear fuel......... ¥ — ¥ 17,145 $ —
Provision for preparation of removal of reactor

cores in the specified nuclear power facilities .......... 1,929 — 18
Reserve for loss on disaster.............cccooovvveeeieieeee. 20,356 20,746 192
Reserve for nuclear damage compensation ............... ¥286,859 ¥392,006 $2,700

28

Extraordinary loss on
disaster

For the year ended March 31, 2018

Costs required for or losses due to the restoration of assets that were affected by the Tohoku-Chi-
hou-Taiheiyou-Oki Earthquake were booked in the year ended March 31, 2018 on a consolidated
basis.

(1) Method of booking costs or losses included in extraordinary loss on disaster
A. Expenses and/or losses for settlement of the accident and decommissioning of Fukushima

Daiichi Nuclear Power Station
Responding to “Step 2 Completion Report— Roadmap towards Settlement of the Accident at
Fukushima Daiichi Nuclear Power Station, Tokyo Electric Power Company, Incorporated (hereinaf-
ter “TEPCQO", previous trade name of the Company before April 1, 2016)" (December 16, 2011)
prepared by the Government-TEPCO Integrated Response Office established by the Nuclear
Emergency Response Headquarters of the Government, “Mid-and-long-Term Roadmap towards
the Decommissioning of Fukushima Daiichi Nuclear Power Station, TEPCO"” (December 21, 2011;
hereinafter “Mid-and-long-Term Roadmap") was prepared by the Government and TEPCO’s Mid-
to-Long Term Countermeasure Meeting established by the Nuclear Emergency Response Head-
quarters of the Government (finally revised on September 26, 2017). Regarding expenses and/
or losses related to the Mid-and-long-Term Roadmap, the Company records estimated amounts
based on specific target periods and contents of individual countermeasures, if it is possible to
estimate the amounts in the normal way.

Regarding expenses and/or losses related to the Mid-and-long-Term Roadmap, including ex-
penses recorded based on actual amounts of accidents of overseas nuclear power plants, the
estimated amounts within a range reasonably able to be calculated at the moment are recorded,
although they are subject to change in the future.

For the year ended March 31, 2017

Costs required for or losses due to the restoration of assets that were affected by the Tohoku-Chi-
hou-Taiheiyou-Oki Earthquake were booked in the year ended March 31, 2017 on a consolidated
basis.

(1) Method of booking costs or losses included in extraordinary loss on disaster
A. Expenses and/or losses for settlement of the accident and decommissioning of Fukushima
Daiichi Nuclear Power Station

Responding to “Step 2 Completion Report— Roadmap towards Settlement of the Accident at
Fukushima Daiichi Nuclear Power Station, Tokyo Electric Power Company, Incorporated (hereinaf-
ter "TEPCQO", previous trade name of the Company before April 1, 2016)" (December 16, 2011)
prepared by the Government-TEPCO Integrated Response Office established by the Nuclear
Emergency Response Headquarters of the Government, “Mid-and-long-Term Roadmap towards
the Decommissioning of Fukushima Daiichi Nuclear Power Station, TEPCO” (December 21, 2011;
hereinafter “Mid-and-long-Term Roadmap”) was prepared by the Government and TEPCO’s Mid-
to-Long Term Countermeasure Meeting established by the Nuclear Emergency Response Head-
guarters of the Government (finally revised on June 12, 2015). Regarding expenses and/or losses
related to the Mid-and-long-Term Roadmap, the Company records estimated amounts based on
specific target periods and contents of individual countermeasures, if it is possible to estimate the
amounts in the normal way.
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Regarding expenses and/or losses related to the Mid-and-long-Term Roadmap, including ex-
penses related to the extraction of fuel, the estimated amounts within a range reasonably able to
be calculated at the moment are recorded, although they are subject to change in the future.

For the year ended March 31, 2018

Regarding nuclear damages caused by a series of accidents at Fukushima Daiichi Nuclear Power
Station after the Tohoku-Chihou-Taiheiyou-Oki Earthquake, while sincerely recognizing the Com-
pany’s position as a causing party, the Company has been implementing compensation to the

Compensation for nuclear victims with Government support in accordance with the Nuclear Damage Compensation
Nuclear Damages and Act (the "Act”) (effective on June 17, 1961; Act No.147 of 1961).

Grants-in-aid from Consequently, the Company has recorded compensation for nuclear damages for the year
Nuclear Damage ended March 31, 2018, amounting to ¥286,859 million (US$2,700 million), which is the differ-
Compensation and ence between the estimated amount at March 31, 2017 and ¥7,036,013 million (US$66,221

million) after deducting ¥188,926 million (US$1,778 million) of receipt of compensation pursuant
to the provision of the Act on Contract for Indemnification of Nuclear Damage Compensation
(effective on June 17, 1961; Act No. 148 of 1961) and ¥3,167,286 million (US$29,810 million) of
the amount which was submitted an application for based on the provision of “Act on the Nucle-
ar Damage Compensation and Decommissioning Facilitation Corporation” (effective on August
10, 2011; Act No. 94 of 2011) (the “NDF Act”) corresponding to the Company’s compensation
liability to the government, which was recognized as a liability on and after January 1, 2015 (the
“Decontamination Costs”), based on the “Act on Special Measures concerning the Handling of
pollution by Radioactive Materials Released by the Accident of Nuclear Power Plant damaged by
Tohoku-Chihou-Taiheiyou-Oki Earthquake on March 11, 2011" (effective on August 30, 2011;
Act No. 110 of 2011) from the estimated damage compensation amounting to ¥10,392,227
million (US$97,809 million) based on the government compensation criteria to be decided by
the Committee for Adjustment of Compensation for Nuclear Damage Disputes, including “the
Interim Guidelines on Criteria for Determining Nuclear Damage Indemnification Coverage due
to the Accident at Fukushima Daiichi and Daini Power Stations, Tokyo Electric Power Company,
Incorporated (hereinafter “TEPCO", previous trade name of the Company before April 1, 2016)"
(hereinafter the “Interim Guidelines”) on August 5, 2011 and the Company’s compensation
criteria considering these guidelines and the actual compensation claim amounts and objective
statistical data.

The Company has recorded its estimated amount as far as reasonable estimation is possible at
this moment, although the estimated compensation amounts might vary depending on the gov-
ernment decisions on guidelines regarding new compensation, establishment of the Company’s
compensation criteria, the extent of accuracy of reference data and agreements with the victims
from now on.

On the other hand, for the purpose of speedy and appropriate implementation of compen-
sation, the Nuclear Damage Compensation and Decommissioning Facilitation Corporation (the
“NDF”) which was newly established based on the “NDF Act” will provide necessary financial
assistance to a nuclear operator.

It is necessary for the Company to receive necessary financial aid from the “NDF” in order to
execute prompt and appropriate compensation, since the compensation for nuclear damages is
the estimated amount to be presented as the payment from the Company, although it should
be agreed by the nuclear victims. Accordingly, the Company submitted an application for finan-
cial support of the compensation for nuclear damages as of the application date for financial
support as the estimated amount for the required compensation amount based on paragraph
1 of the Article 43 of the “NDF Act”. The Company submitted an application to the NDF for a
change of the amount of financial support to ¥10,389,583 million (US$97,784 million), which is
the estimated amount of compensation as of March 27, 2018, and recorded ¥381,987 million
(US$3,595 million) as grants-in-aid from the NDF, which is the difference between ¥7,033,369
million (US$66,196 million) after deducting ¥188,926 million (US$1,778 million) of receipt of
compensation and ¥3,167,286 million (US$29,810 million) of grants-in-aid corresponding to de-
contamination costs from the estimated amount of compensation above and the amount which
was submitted as an application for financing the compensation on December 27, 2016.

In receiving the financial assistance, the recipient shall pay special contribution defined by the
“NDF" based on the provision of paragraph 1 of the Article 52 of the “NDF Act”, but the Com-

Decommissioning
Facilitation Corporation
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pany has not recorded such amount, except for the amount applicable to the year ended March
31, 2018 notified from the “NDF”, since the amount will be determined by the resolution of the
steering committee of the “NDF" for every fiscal year in light of the Company’s operating results
and also require the approval of the minister in charge.

For the year ended March 31, 2017

Regarding nuclear damages caused by a series of accidents at Fukushima Daiichi Nuclear Power
Station after the Tohoku-Chihou-Taiheiyou-Oki Earthquake, while sincerely recognizing the Com-
pany’s position as a causing party, the Company has been implementing compensation to the
nuclear victims with Government support in accordance with the Nuclear Damage Compensation
Act (the “Act”) (effective on June 17, 1961; Act No.147 of 1961).

Consequently, the Company has recorded compensation for nuclear damages for the year
ended March 31, 2017, amounting to ¥392,006 million, which is the difference between the
estimated amount at March 31, 2016 and ¥6,749,153 million after deducting ¥188,926 million
of receipt of compensation pursuant to the provision of the Act on Contract for Indemnifica-
tion of Nuclear Damage Compensation (effective on June 17, 1961; Act No. 148 of 1961) and
¥1,526,096 million of the amount which was submitted an application for based on the provision
of “Act on the Nuclear Damage Compensation and Decommissioning Facilitation Corporation”
(effective on August 10, 2011; Act No. 94 of 2011) (the “"NDF Act”) corresponding to the Com-
pany’s compensation liability to the government, which was recognized as a liability on and
after January 1, 2015 (the “Decontamination Costs”), based on the “Act on Special Measures
concerning the Handling of pollution by Radioactive Materials Released by the Accident of Nu-
clear Power Plant damaged by Tohoku-Chihou-Taiheiyou-Oki Earthquake on March 11, 2011”
(effective on August 30, 2011; Act No. 110 of 2011) from the estimated damage compensation
amounting to ¥8,464,177 million based on the government compensation criteria to be decided
by the Committee for Adjustment of Compensation for Nuclear Damage Disputes, including “the
Interim Guidelines on Criteria for Determining Nuclear Damage Indemnification Coverage due
to the Accident at Fukushima Daiichi and Daini Power Stations, Tokyo Electric Power Company,
Incorporated (hereinafter “TEPCO", previous trade name of the Company before April 1, 2016)"”
(hereinafter the “Interim Guidelines”) on August 5, 2011 and the Company’s compensation
criteria considering these guidelines and the actual compensation claim amounts and objective
statistical data.

The Company has recorded its estimated amount as far as reasonable estimation is possible at
this moment, although the estimated compensation amounts might vary depending on the gov-
ernment decisions on guidelines regarding new compensation, establishment of the Company’s
compensation criteria, the extent of accuracy of reference data and agreements with the victims
from now on.

On the other hand, for the purpose of speedy and appropriate implementation of compen-
sation, the Nuclear Damage Compensation and Decommissioning Facilitation Corporation (the
“NDF”) which was newly established based on the “NDF Act” will provide necessary financial
assistance to a nuclear operator.

It is necessary for the Company to receive necessary financial aid from the “NDF” in order to
execute prompt and appropriate compensation, since the compensation for nuclear damages is
the estimated amount to be presented as the payment from the Company, although it should be
agreed by the nuclear victims. Accordingly, the Company submitted an application for financial
support of the compensation for nuclear damages as of the application date for financial support
as the estimated amount for the required compensation amount based on paragraph 1 of the
Article 43 of the “NDF Act”. The Company submitted an application to the NDF for a change
of the amount of financial support to ¥8,366,405 million, which is the estimated amount of
compensation as of December 27, 2016, and recorded ¥294,234 million as grants-in-aid from
the NDF, which is the difference between ¥6,651,381 million after deducting ¥188,926 million
of receipt of compensation and ¥1,526,096 million of grants-in-aid corresponding to decontam-
ination costs from the estimated amount of compensation above and the amount which was
submitted as an application for financing the compensation on March 18, 2016.

In receiving the financial assistance, the recipient shall pay special contribution defined by the
“NDF” based on the provision of paragraph 1 of the Article 52 of the “NDF Act”, but the Com-
pany has not recorded such amount, except for the amount applicable to the year ended March
31, 2017 notified from the “NDF”, since the amount will be determined by the resolution of the
steering committee of the “NDF" for every fiscal year in light of the Company’s operating results
and also require the approval of the minister in charge.
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Other Comprehensive
Income

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

are as follows:

Valuation difference on available—for-sale securities:
Gain incurred during the year ..........ccccoceoiviinnnen.
Reclassification adjustment to net income................

Amount before tax effect ...
Tax €ffeCt.. .o
Valuation difference on available-for-sale securities ...
Deferred gains or losses on hedges:
(Losses) gains incurred during the year..................
Reclassification adjustment to net income..............
Amount before tax effect ...
Tax effeCt oo
Deferred gains on hedges..........cccocoviiiiiennn.

Foreign currency translation adjustments:

Amount incurred during the year ..........ccccoceevean.

Reclassification adjustment to net income.............
Amount before tax effect ...

Tax effect oo
Foreign currency transaction adjustments ..........

Remeasurements of defined benefit plans
Gain incurred during the year...........cccocoevevevenennn.
Reclassification adjustment to net income..............

Amount before tax effect ...
Tax effect ..o
Remeasurements of defined benefit plans .........
Share of other comprehensive income of associates
accounted for using the equity method:
(Losses) gains incurred during the year..........

Reclassification adjustment to net income

Share of other comprehensive (loss) income of
associates accounted for using the equity method..

Total other comprehensive iNCOMe ......c.cccoveviirieinnne

Millions of
Millions of yen U.S. dollars
2018 2017 2018
¥ 2,101 ¥ 1,581 $ 20
2,101 1,581 20
27 (117) 0
2,129 1,463 20
(424) 0 @)
424 3 4
— 4 —
— 4 —
875 (20,332) 8
— 2,545 —
875 (17,787) 8
875 (17,787) 8
7,473 6,179 70
6,378 (3,348) 60
13,851 2,831 130
(1,664) 21 (15)
12,187 2,809 115
(4,435) 14,983 (42)
2,575 10,803 24
(1,860) 25,787 (18)
¥13,332 ¥12,277 $125
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Related Party
Transactions

Transactions with a major shareholder:

The Company received grants-in-aid from the Nuclear Damage Compensation and Decommis-
sioning Facilitation Corporation (the “NDF"), which is a major shareholder, who directly owns
50.1% ownership of the Company, of ¥893,900 (US$8,413 million) and ¥1,141,800 million in
the years ended March 31, 2018 and 2017, respectively and the Company recorded “Grants-in-
aid receivable from the NDF” under “Investments and Other” of ¥593,701 (US$5,588 million)
and ¥531,974 million at March 31, 2018 and 2017, respectively. The Company also paid a contri-
bution of ¥126,740 million (US$1,193 million) and ¥166,740 million to the NDF in the year ended
March 31, 2018 and 2017, respectively, and recorded “Accrued expenses” of ¥126,740 million
(US$1,193 million) and ¥166,740 million at March 31, 2018 and 2017, respectively.

Transactions with a company in which a director of the subsidiary of the Company owns a major-
ity of voting rights at his own account:

The Company paid ¥23 million (US$0 million) to MULTITTO, Inc., which is wholly owned by Mr.
Tadashi Tamura, a director of TEPCO Energy Partner, Inc., in consideration of advisory services on
business restructuring related to a new service. The Company recorded accrued expenses in an
amount of ¥1 million (US$0 million) at March 31, 2018.

32

Contingent Liabilities

Contingent liabilities totaled ¥227,406 million (US$2,140 million) and ¥268,270 million, of which
¥79,634 million (US$749 million) and ¥105,460 million were in the form of co-guarantees or
commitments to give co-guarantees if requested for the loans, bonds or other commitments
of other companies at March 31, 2018 and 2017, respectively. Furthermore, ¥147,772 million
(US$1,391 million) and ¥162,810 million consisted of guarantees given in connection with hous-
ing loans made to employees of the Companies at March 31, 2018 and 2017, respectively.

Contingent Liabilities related to Nuclear Damage Compensation

At March 31, 2018 and 2017

Regarding nuclear damages caused by a series of accidents at Fukushima Daiichi Nuclear Power
Station after the Tohoku-Chihou-Taiheiyou-Oki Earthquake, with sincerely recognizing the Com-
pany’s position as a causing party, the Company has been implementing the compensation from
the viewpoints of speedy implementation of compensation for the nuclear victims with Govern-
ment supports under the Nuclear Damage Compensation Act (the “Act”) (effective on June 17,
1961; Act No.147 of 1961). The Company has recorded a reserve for nuclear damage compen-
sation regarding the amounts possible to make reasonable estimates based on the government
compensation criteria to be decided by the Committee for Adjustment of Compensation for
Nuclear Damage Disputes, including “the Interim Guidelines on Criteria for Determining Nuclear
Damage Indemnification Coverage due to the Accident at Fukushima Daiichi and Daini Pow-
er Stations, Tokyo Electric Power Company, Incorporated (hereinafter “TEPCO”, previous trade
name of the Company before April 1, 2016)" (hereinafter the “Interim Guidelines”) on August 5,
2011 and the Company's compensation criteria considering these guidelines, as well as the actual
compensation claim amounts and objective statistical data, but does not record any reserve for
indirect damages and losses and/or damages on tangible assets for which reasonable estimation
is not possible using the “Interim Guidelines” and currently available data.

Furthermore, treatment of wastes and decontamination measures have been proceeded un-
der the national fiscal measures based on the “Act on Special Measures concerning the Handling
of pollution by Radioactive Materials Released by the Accident of Nuclear Power Plant damaged
by Tohoku-Chihou-Taiheiyou-Oki Earthquake on March 11, 2011" (effective on August 30, 2011,
Act No. 110 of 2011). The Company is estimating the costs related to treatment within a rea-
sonably calculable range based on past compliance to claims for compensation and available
data. However, a reasonable estimation of the amount of compensation concerning costs the
allocation of which are being discussed with the government is not possible under the current
circumstances, as concrete measures for the treatment of waste are not yet identifiable.
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1. Status of financial instruments
(1) Policy regarding financial instruments
Since the debt rating of the Company was downgraded due to the accidents at Fukushima
Daiichi Nuclear Power Station damaged by the Tohoku-Chihou-Taiheiyou-Oki Earthquake, the
Financial Instruments Company’s fund raising capability has been deteriorated. However, the Company tries to raise

its fund to ensure its capital investments required for electric power business by borrowing from
financial institutions, issuance of bonds.

The Company only uses short-term deposits to manage funds.

The Company and certain consolidated subsidiaries comply with internal policies in using de-
rivatives solely to hedge risk, never for trading or speculation.

(2) Details of financial instruments, associated risk and risk management

Investment securities consist mainly of equity securities and are exposed to market price fluctu-
ation risk. The Company and certain consolidated subsidiaries review the fair values of securities
on a quarterly basis.

Grants-in-aid receivable from the Nuclear Damage Compensation and Decommissioning Facil-
itation Corporation (the “NDF"” with the carrying amount of ¥593,701 million (US $5,588million)
(¥531,974 million in 2017) is grants-in-aid receivable of the “NDF” stipulated in the paragraph
1-1 of Article 41 of the NDF Act (effective on August 10, 2011; Act No. 94 of 2011). The fair
value of this receivable is not presented because this fund will be paid from the “NDF” for the
necessary amount to implement compensation for nuclear damages caused by the accidents at
Fukushima Daiichi Nuclear Power Station after the Tohoku-Chihou-Taiheiyou-Oki Earthquake and
it is determined based on the amounts required for compensation.

Notes and accounts receivable-trade are exposed to the credit risk of customers. In compliance
with internal policies, the Company and certain consolidated subsidiaries monitor due dates and
outstanding balances by individual customer, and press for collection of receivables that become
past due.

Interest-bearing debt includes loans and bonds that are exposed to interest rate fluctuation
risk. The Company hedges this risk by utilizing interest rate swaps for certain loans.

Almost all trade notes and accounts payable-trade have payment due dates within a year.

Bonds, loans, and trade notes and accounts payable-trade expose the Company to liquidity
risk in that the Company and certain consolidated subsidiaries may not be able to meet their
obligations on scheduled due dates. The Company and certain consolidated subsidiaries prepare
and update their cash flow projections on a timely basis to manage this liquidity risk.

The Company and certain consolidated subsidiaries use derivatives, including interest rate
swaps to hedge the risk of interest rate fluctuations associated with loans. The Company and
certain consolidated subsidiaries have departments that conduct and manage such transactions
in compliance with internal policies.

The Company and certain consolidated subsidiaries are also exposed to credit risk in the event
of nonperformance by the counterparties to these derivatives positions, but consider the risk of
any such loss to be minimal because they enter into derivative transactions only with financial
institutions and companies that have high credit ratings. Information on hedge accounting is
disclosed in the last section of this note.

(3) Supplementary explanation of items related to the fair value of financial instruments
The fair value of financial instruments is based on their quoted market price, if available. When
there is no quoted market price available, the fair value is determined based on reasonable esti-
mates.

Estimates of fair value contain uncertainties because they employ variable factors and assump-
tions. In addition, the contractual amounts of the derivatives are not necessarily indicative of the
actual market risk involved in relevant derivatives.
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2. Fair value of financial instruments

The carrying amount of financial instruments in the consolidated balance sheets as of March 31,
2018 and 2017, their fair value and unrealized loss are as shown below. [tems for which fair value
is not readily determinable are not included in the following table (see Note 2).

Millions of yen

Carrying amount™ Fair value™ Difference
(1) Investment SecuUrities™........cooveeveeceeeeeeeeeeeeeen ¥ 12910 ¥ 12,910 ¥ —
(2) Cash and depositS .........cccveveveiviieeeceeeeeeee 1,187,283 1,187,283 —
(3) Notes and accounts receivable-trade ...................... 587,907 587,907 —
(4) BONGS™ ... (2,230,891)  (2,291,006) (60,115)
(5) Long-term 10ans™..........c.ccoiiiiiiiiieec e (2,210,812) (2,235,107) (24,294)
(6) Short-term 10aNS. .........ccvevviee e (1,581,266) (1,581,266) —
(7) Notes and accounts payable-trade...........cccccovene. (208,576) (208,576) —
(8) ACCIUE TAXES ... (131,566) (131,566) —
Millions of yen
2017
Carrying amount’ Fair value™ Difference
(1) Investment securities™........c..ccoovveveeeoeeeceeeeee ¥ 4131 ¥ 4,131 ¥ —
(2) Cash and deposits ........cccoveeeeieiiiiieieecee 941,383 941,383 —
(3) Notes and accounts receivable-trade .................... 512,680 512,680 —
(4) BONAS ™. ..o (3,205,987)  (3,277,973) (71,986)
(5) Long-term 10anS™..........coovoiiiiiieiic e (1,938,839) (1,965,612) (26,772)
(6) Short-term l0ans..........c.coovveoieeeieeeeeeeeeeee (860,152) (860,152) —
(7) Notes and accounts payable-trade.............ccoc........ (181,137) (181,137) —
(8) DErVatiVES™........eeeieeeeeeeeeeeee e (192,070) (192,070) —
Millions of U.S. dollars
2018 |
Carrying amount™ Fair value™ Difference
(1) Investment SecuUrities™........c..ocvovveeeeeieeeeeeeeee $ 122 $ 122 $ —
(2) Cash and depOSItS ........ccevviviviiiieieceeee e 11,175 11,175 —
(3) Notes and accounts receivable-trade ..................... 5,533 5,533 —
(4) BONDS ™. (20,997) (21,563) (566)
(5) Long-term 1oans™..........ccocoiiiiiiiiii e (20,808) (21,036) (228)
(6) Short-term 10aNS. .........ccoooviee i (14,883) (14,883) —
(7) Notes and accounts payable-trade............cc...c........ (1,963) (1,963) —
(8) ACCrUE taXeS .....vovveeeeeeeeee e (1,238) (1,238) —

*1. Figures shown in parentheses represent liabilities.

*2. Investment securities are included in “Long-term investments” in the accompanying consolidated bal-
ance sheets.

*3. Bonds and long-term loans include “Current portion of long-term debt” in the accompanying consol-
idated balance sheets.
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(Note 1) Investment securities and methods for estimating fair value of financial instruments
(1) Investment securities
The fair value of equity securities is determined by their market price. For further
information on investment securities by holding intent, see Note 8.
(2) Cash and deposits and (3) Notes and accounts receivable-trade
Since these items are settled in a short period of time and their fair value approxi-
mates their carrying value, the relevant fair value is determined as carrying value.
(4) Bonds
For the fair value of bonds with floating interest rates, those interest rates are up-
dated to reflect the market interest rate within a short period of time. Since their
fair value approximates their carrying value, the relevant fair value is determined as
carrying value. For the fair value of bonds with fixed interest rates, the fair value is
based on their market prices.

The fair value of bonds without market prices is determined by discounting the
total amount of principal and interest using the interest rate to be applied in the
similar conditions.

Long-term loans

For the fair value of long-term loans payable with floating interest rates, those in-
terest rates are updated to reflect the market interest rate within a short period of
time. Since their fair value approximates their carrying value, the relevant fair value
is determined as carrying value.

For the fair value of long-term loans payable with fixed interest rates, the to-
tal amount of principal and interest of relevant long-term loans, grouped by the
remaining loan period, is discounted using the incremental borrowing rate to be
applied in the similar conditions. For those subject to the special hedge accounting
treatment of interest rate swaps, the present value is determined using the swap
rate that is deemed as their interest rate.

(6) Short-term loans, and (7) Notes and accounts payable-trade, and (8) Accrued taxes
and other

Since these items are settled in a short period of time and their fair value approxi-

mates their carrying value, the relevant fair value is determined at carrying value.

—
Ul
~

(Note 2) Financial instruments for which fair value is not readily determinable:

Millions of
Millions of yen U.S. dollars

2018 2017 2018

Carrying amount  Carrying amount  Carrying amount

¥10,402 ¥10,918 $ 98
13,939 16,697 131
¥24,341 ¥27,615 $229

These financial instruments are not included in “Investment securities” because no quoted
market price is available and their fair value is not readily determinable.
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(Note 3) Redemption schedule for monetary instruments and debt securities with maturity dates
subsequent to each fiscal closing date is as follows:

Millions of yen

Duein 1year  Due after 1 year Due after 5 years Due after
or less through 5 years  through 10 years 10 years
Investment securities:
Available-for-sale securities with maturity
BONdS......ooveiieeieeee
Public bonds..........cccceveveiiinnn. ¥ 80 ¥— ¥— ¥—
Corporate bonds .............c.ccco... — — — —
Other. oo — — — —
Other ..o — — — —
Cash and deposits™..........cccocevvervenrnnn 1,187,283 — — —
Notes and accounts receivable-trade .. 587,907 — — —
TOtal oo ¥1,775,270 ¥— ¥— ¥—

Millions of yen

2017
Duein 1year  Due after 1 year Due after 5 years Due after
or less through 5 years  through 10 years 10 years
Investment securities:
Available-for-sale securities with maturity
BONS ..o
Publicbonds..........ccccoeiiiiiiinns ¥ — ¥79 ¥ — ¥—
Corporate bonds.... — — — —
Other. oo — — — —
Other. ..o — — — —
Cash and deposits™........ccccecvveriennnn 941,383 — — —
Notes and accounts receivable-trade... 512,680 — — —
TOtal oo ¥1,454,064 ¥79 ¥ — ¥ —

Millions of U.S. dollars

Duein 1year  Due after 1 year Due after 5 years Due after
or less through 5 years  through 10 years 10 years
Investment securities
Available-for-sale securities with maturity
BONAS ..o
Public bonds..........c.ccooveveveiinnnn. $ 1 $— $— $—
Corporate bonds............ccococuvee. — — — —
Other... — — — —
Other....coveeieieeeeeeeeeee — — — —
Cash and deposits ... 11,174 — — —
Notes and accounts receivable-trade... 5,533 — — —
TOtal o $16,708 $— $— $—

*1. Portion due in 1 year or less includes cash.



TEPCO Integrated Report 2018 Financial Section

(Note 4) Redemption schedule for bonds, long-term loans and other interest bearing liabilities
subsequent to each fiscal closing date is as follows:

Millions of yen

Duein 1year  Due after 1year Due after 2 years Due after 3 years Due after 4 years Due after 5 years
or less through 2 years  through 3 years  through 4 years  through 5 years
Bonds......ccceovennn. ¥ 853,058 ¥420,560 ¥227,722 ¥ 86,178  ¥222,123 ¥421,250
Long-term loans...... 903,469 482,234 561,198 64,803 33,862 165,243
Short-term loans..... 1,581,266 — — — — —
Total ..o ¥3,337,794  ¥902,794  ¥788,920 ¥150,981 ¥255,985 ¥586,493
Millions of yen
2017
Duein 1year  Due after 1 year Due after 2 years Due after 3 years Due after 4 years Due after 5 years
or less through 2 years  through 3 years  through 4 years  through 5 years
Bonds........coeovnnnn ¥1,499,805 ¥ 730,472 ¥420,560 ¥227,722 ¥86,178 ¥241,250
Long-term loans...... 226,235 410,205 482,154 561,198 64,803 194,241
Short-term loans..... 860,152 — — — — —
Total oo ¥2,586,192 ¥1,140,677 ¥902,714  ¥788,920 ¥150,981 ¥435,491

Millions of U.S. dollars

Duein 1year  Due after 1 year Due after 2 years Due after 3 years Due after 4 years Due after 5 years

or less through 2 years  through 3 years  through 4 years  through 5 years
Bonds......ccccoevnean. $ 8,029 $ 3,958 $ 2,143 $ 811 $2,090 $3,965
Long-term loans...... 8,503 4,539 5,282 610 319 1,555
Short-term loans..... 14,883 — — — — —

$31,415 $ 8,497 $ 7,425 $1,421 $2,409 $5,520
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Derivatives to which hedge accounting is applied
Interest rate-related

Millions of yen

Portion over

Hedged item  Contract amount 1 year Fair value
Special treatment of interest rate swaps
Interest rate swaps...........ccoccovernee Long-term loans
Payable fixed rate/receivable
floating rate.........cccocoeeenenn. ¥31,180 ¥30,440 *
TOtal o ¥31,180 ¥30,440 ¥—
Millions of yen
2017
Hedged item  Contract amount Por}ic;/r;ac?ver Fair value
Special treatment of interest rate swaps
Interest rate swaps Long-term loans
Payable fixed rate/receivable
floating rate ..o ¥31,620 ¥31,180 *
TOtal o ¥31,620 ¥31,180 ¥—

Millions of U.S. dollars

Portion over

Hedged item  Contract amount 1 year Fair value
Special treatment of interest rate swaps
Interest rate swaps...........ccoccoernee Long-term loans
Payable fixed rate/receivable
floating rate.........c.ccocooveeen. $293 $286 7
TOtal v $293 $286 $—

* Interest rate swaps that qualify for hedge accounting and meet specific matching criteria are not mea-

sured at market value, but the differential paid or received under the swap agreements is recognized
and included in interest expenses or income and accordingly, such interest rate swaps are not included
in carrying value and fair value in the list of 2 “Fair value of financial instruments.”
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1. Summary of reportable segments
The Company’s reportable segments consist of four segments that are “Holdings,” “Fuel & Pow-
er,” "Power Grid,” and “Energy Partner.”

Segment Information Major business of each reportable segment is as follows:
“Holdings":
Supporting management, efficiently providing services common to key operating companies*,
sales of electricity generated by hydroelectric power stations, and nuclear power generation *Key
operating companies: TEPCO Fuel & Power, Inc., TEPCO Power Grid, Inc., TEPCO Energy Partner,
Inc.
“Fuel & Power":
Sales of electricity generated by thermal power stations, procurement of fuel, development of
thermal power stations and investment in fuel businesses
"Power Grid":
Wheeling of electricity by transmission lines, substations and distribution lines, construction and
maintenance of transmission/distribution lines and telecommunication equipment, research, ac-
quisition and maintenance of land and buildings for facilities
"Energy Partner”:
Proposal of optimum total solution models that meet customer needs, high-standard customer
services and inexpensive power purchase

2. Methods of measurement for the amounts of sales, profit (loss), assets and other
items for each reportable segment

Accounting policies of each reportable segment are consistent with those disclosed in Note 1,
“Summary of Significant Accounting Policies”. Segment profit (loss) of the reportable segment
is the figure based on ordinary income, which consists of operation income and non-operating
income/ expenses. Non-operating income/expenses mainly include interest income, dividend in-
come, interest expense, equity in earnings of affiliates. Inter-segment sales and transfers are
calculated based on the market price and costs.
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3. Information about sales, profit (loss), assets and other items is as follows:

Millions of yen

Reportable segment

Adjustments  Consolidated

Holdings Fuel & Power Power Grid g;i;%yr fotal (Note 1) (Note 2)
Sales:
Sales to third parties.................... ¥ 61533 ¥ 26,093 ¥ 388,230 ¥ 5,375,082 ¥ 5,850,939 ¥ — ¥ 5,850,939
Inter-segment sales and transfers... 896,174 1,802,389 1,353,837 157,377 4,209,779 (4,209,779) —
Total ..o 957,708 1,828,482 1,742,068 5,532,459 10,060,718  (4,209,779) 5,850,939
Segment profit .........cccoeeiiiiienn ¥ 142,279 ¥ 51,977 ¥ 79,022 ¥ 115985 ¥ 389,264 ¥ (134,403) ¥ 254,860
Segment assets.......cocvvvevveieiiiennnn, ¥9,421,558 ¥2,002,973 ¥5,460,137 ¥ 1,277,254 ¥18,161,923 ¥(5,570,099) ¥12,591,823
Other items:
Depreciation ..........cccoevevveeevenan. ¥ 130,311 ¥ 129,071 ¥ 299,999 ¥ 3,141 ¥ 562,523 ¥ (1,265) ¥ 561,257
Interest and dividend income...... 173,311 628 575 5,572 180,087 (177,835) 2,251
Interest expense.........c.ccoocveenie. 60,579 7,059 45,671 2,280 115,592 (52,344) 63,247
Equity in earnings of affiliates .......... 9,681 18,168 9,640 321 37,812 239 38,052
Investments in entities accounted
for using equity method.............. 277,255 414,296 128,215 6,305 826,074 734 826,808
ncrease in tangible and intangible
fixed assets (Note 3)..........c.c....... 275,976 73,088 244,305 11,924 605,294 (2,583) 602,710
Millions of yen
2017
Reportable segment Total Adjustments Consolidated
Holdings Fuel & Power  Power Grid E;ri;ge}; (Note 1) (Note 2)
Sales:
Sales to third parties .................. ¥ 68113 ¥ 27,193 ¥ 293,877 ¥4,968,549 ¥ 5,357,734 ¥ — ¥ 5,357,734
Inter-segment sales and transfers... 849,959 1,607,721 1,398,066 166,804 4,022,551  (4,022,551) —
Total ..o 918,073 1,634,914 1,691,943 5,135,354 9,380,285  (4,022,551) 5,357,734
Segment profit (loss) ¥ (20,888) ¥ 53228 ¥ 111,600 ¥ 74,768 ¥ 218,709 ¥ 8914 ¥ 227,624
Segment assets..........cccooeveerieiennne. ¥11,230,363  ¥1,950,465 ¥5,274,223  ¥1,138,271 ¥19,593,324 ¥ (7,315,724) ¥12,277,600
Other items:
Depreciation .........ccccoeveveeieenennn. ¥ 119,098 ¥ 136,471 ¥ 308,011 ¥ 2373 ¥ 565955 ¥ (1,679) ¥ 564,276
Interest and dividend income...... 74,739 3,645 652 4,956 83,993 (71,306) 12,686
Interest expense.........ccceeveevenean. 81,139 8,017 55,294 2,423 146,874 (71,286) 75,588
Equity in earnings of affiliates .......... 6,712 9,575 9,465 473 26,227 (40) 26,186
Investments in entities accounted
for using equity method.............. 265,292 401,622 120,009 5,786 792,710 (1,242) 791,467

Increase in tangible and intangible
fixed assets (Note 3).......cccocone. 272,655 67,793 216,562 13,393 570,405 (1,779) 568,626
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Millions of U.S. dollars

Reportable segment

Adjustments  Consolidated

Holdings Fuel & Power  Power Grid g;ret;%yr ota! (Note 1) (Note 2)
Sales:
Sales to third parties .................. $ 579 $ 246 $ 3,654 $50,589 $ 55,068 $ = $ 55,068
Inter-segment sales and transfers... 8,435 16,963 12,742 1,481 39,621 (39,621) —
Total oo 9,014 17,209 16,396 52,070 94,689 (39,621) 55,068
Segment profit.........ccccoeeiiriiennn. $ 1,339 $ 489 $ 744 $ 1,092 $ 3,664 $ (1,265) $ 2,399
Segment assets.......oeevverieieiiennan, $ 88,673 $18,852 $51,390 $12,021 $170,936 $(52,425) $118,511
Other items:
Depreciation ..........c.cooovoeeren. $ 1,226 $ 1,215 $ 2,823 $ 30 $ 5,294 $ (12) $ 5,282
Interest and dividend income...... 1,631 6 6 52 1,695 (1,674) 21
INterest eXPense.......cccovevvvrvinee. 570 66 430 22 1,088 (493) 595
Equity in earnings of affiliates ....... 91 171 91 3 356 2 358
Investments in entities accounted
for using equity method ........... 2,610 3,899 1,207 59 7,775 7 7,782
Increase in tangible and intangible
fixed assets (Note 3)........c.......... 2,598 688 2,299 112 5,697 (24) 5,673
Notes:

1. "Adjustments” of “Segment profit” in an amount of ¥(134,403) million (US$(1,265) million) includes
inter-segment elimination of dividend in an amount of ¥(125,491) million (US$(1,181) million) for the
year ended March 31, 2018.

"Adjustments” of “Segment profit” in an amount of ¥8,914 million refers to inter-segment elimination
and non-operating income that is not attributable to any reportable segment for the year ended March
31, 2017.

“Adjustments” of “Segment assets” in an amount of ¥(5,570,099) million (US$(52,424) million)
and ¥(7,315,724) million includes ¥(4,088,085) million (US$(38,476) million) and ¥(5,920,831) mil-
lion of claims and obligations offsetting due to inter-segment transactions and ¥(1,384,452) million
(US$(13,030) million) and ¥(1,384,452) million investment and capital offsetting at March 31, 2018 and
2017, respectively.

" Adjustments” of “Depreciation” in an amount of ¥(1,265) million (US$(12) million) and ¥(1,679) million
refers to inter-segment elimination for the years ended March 31, 2018 and 2017, respectively.
“Adjustments” of “Increase in tangible and intangible fixed assets” in an amount of ¥(2,583) million
(US$ (24) million) and ¥(1,779) million refers to inter-segment elimination for the years ended March 31,
2018 and 2017, respectively.

2. Segment profit is reconciled with ordinary income in the consolidated financial statements.

3. "Increase in tangible and intangible fixed assets” does not include the amount recorded in assets corre-
sponding to asset retirement obligations.

Information about impairment loss on tangible fixed assets by reportable segment for the years
ended March 31, 2018 and 2017 has been omitted, since there is no materiality.

Information about amortization and unamortized ending balance by reportable segment for the
years ended March 31, 2018 and 2017 has been omitted, since there is no materiality.

Information about gain on negative goodwill by reportable segment is not applicable for the
years ended March 31, 2018 and 2017.
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Per Share Information

Per share information at March 31, 2018 and 2017 and for the years then ended is as follows:

Yen U.S. dollar
2018 2018
Net assets per share.........cocoovvrrcieieiiec e ¥1,030.67 ¥838.45 $9.70
Net income per share ........ccccceevveviiieiiieciieen 198.52 82.89 1.87
Diluted net income per share..........cccocoovveviiiiicinn. 64.32 26.79 0.61

Notes:
1. Net assets per share is computed based on the following information:

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

NEt ASSETS ... ¥ 2,657,265 ¥ 2,348,679 $ 25,009
Amounts to be deducted from net assets.................. 1,005,880 1,005,244 9,467
(Of which payment of preferred stock) .... (1,000,000) (1,000,000) (9,412)
(Of which stock acquisition rights) ............c.ccccccoo... 0) — (0)
(Of which Non-controlling interests) ........................ (5,880) (5,244) (55)

Net assets at March 31 attributable to common stock... ¥ 1,651,385 ¥ 1,343,434 $ 15,542

Number of shares (in thousands)

| 2013 | 2017
Number of shares of common stock at March 31

which was used to compute net assets per share...... 1,602,252 1,602,285

2. Net income per share is computed based on the following information:

Millions of
Millions of yen U.S. dollars
Net income attributable to owners of the parent ........ ¥318,077 ¥132,810 $2,994
Net income not attributable to common stock
Shareholders........cooviviiciecce e — — —
Net income attributable to owners of
the parent of common Stock ..........cccccviiivrivirriiinn, ¥318,077 ¥132,810 $2,994

Number of shares (in thousands)

203 [P
Average number of shares of common stock

outstanding during the year .............cccocvvveeviiiieinns 1,602,266 1,602,300
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3. Diluted net income per share is computed based on the following information:

Millions of
Millions of yen U.S. dollars
Adjustments to net income attributable to
owners of the parent..........ccoovviiiiiiiice ¥(635) ¥(579) $(6)

Number of shares (in thousands)

| 203 RN

Increase in COMMON StOCK .......ovovieiiiiiiicce 3,333,421 3,333,421
(Of which preferred stock — Class A)..........cccveuvee. (1,066,666) (1,066,666)
(Of which preferred stock — Class B) .. (2,266,666) (2,266,666)
(Of which other) ..o (88) (87)

Potential shares which were not included in computing

net income per share after dilution of potential shares
since they have no dilutive effect ...........cccocooveiiiinins A —

*1 Stock acquisition rights issued by TRENDE Inc., which is a consolidated subsidiary:
240 thousand shares of common stock
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Subsequent Events

Integration of fuel receiving/storage and gas transportation business and existing thermal power
generation business into JERA Co., Inc. by corporate split

TEPCO Fuel & Power, Incorporated (hereinafter “TEPCO Fuel & Power”), which is a wholly owned
subsidiary of the Company, agreed with Chubu Electric Power Co., Inc. (hereinafter “Chubu
Electric”) about the scope of the assets and liabilities subject to the said business integration and
detailed schedule (hereinafter “Agreement”) through the resolution of the Company’s Board of
Directors’ meeting held on February 27, 2018 based on detailed investigation and necessary pro-
cedures, toward the integration (hereinafter called the “Business Integration”) of their fuel/stor-
age and gas transportation and existing thermal power generation business (hereinafter called
the “Business”) into JERA Co., Inc. (hereinafter “JERA")

Based on the Agreement, TEPCO Fuel & Power entered into the absorption-type corporate
split agreement (hereinafter called the “Absorption-type Split Agreement”) with JERA through
the resolution of the Board of Directors’ meeting held on May 9, 2018 with the aim of integrat-
ing the Business into JERA by way of the corporate split (hereinafter called the “Absorption-type
Split”).

The Absorption-type Split will be accounted for as a formation of a jointly controlled entity
in accordance with “Accounting Standard for Business Combinations” (ASBJ Statement No. 21,
September 13, 2013) and (“Guidance on Accounting Standards for Business Combinations and
Business Divestures” (ASBJ Guidance No. 10, September 13, 2013).

JERA will enter into another absorption-type corporate split agreement with Chubu Electric
at the same time as the conclusion of the Absorption-type Split Agreement and succeed fuel re-
ceiving/storage and gas transportation and existing thermal power generation business of Chubu
Electric (hereinafter called the “Chubu Electric Absorption—type Split” and the “Joint Absorp-
tion-type Split” together with the Absorption-type Split”).

(1) Purpose of the Absorption-type Split
TEPCO Fuel & Power has gradually moved forward the business integration into JERA for the
entire supply chain from fuel upstream and procurement to power generation concerning the
comprehensive alliance with Chubu Electric in the field of fuel and thermal power generation
since the incorporation of JERA in April 2015. Until now, integration effects have steadily been
produced in each business area through business development, taking advantage of econo-
mies of scale.



YA [0 SN e (T L AT VAN  Financial Section—Notes to Consolidated Financial Statements

Under the prospective significantly changing domestic energy market environments, in or-
der to respond flexibly to such changes in business environments and to further expand the
alliance effects, TEPCO Fuel & Power and Chubu Electric decided to enter into the joint venture
agreement related to the Business Integration and integrate the Business into JERA on June 8,
2017.

(2) Summary of the Absorption-type Split
a. Schedule of the Absorption-type Split

Conclusion of the basic agreement on the Business Integration: March 28, 2017
Conclusion of the joint venture agreement on the Business

Integration: June 8, 2017
Agreement on assets, liabilities, etc. to be transferred

on the Business integration: February 27, 2018
Conclusion of the Absorption-type Split Agreement: May 9, 2018
Shareholders’ meeting (JERA) to authorize

the Absorption-type Split Agreement: June 18, 2018
Shareholders’ meeting (TEPCO Fuel & Power) to authorize

the Absorption-type Split Agreement: June 27, 2018
Effective date of the Absorption-type Split: April 1, 2019 (plan)

b. Method of the Absorption-type Split
TEPCO Fuel & Power will be a split company and JERA will be a succeeding company.

c. Details of allotment related to the Absorption-type Split

JERA, at the time of the Absorption-type Split, will newly issue 5,000,000 shares of com-
mon stock, which will be all allotted to TEPCO Fuel & Power. In addition, at the time of Chu-
bu Electric Absorption-type Split, JERA will newly issue 5,000,000 shares of common stock,
same number of shares as those allotted to TEPCO Fuel & Power, which will be all allotted
to Chubu Electric. As a result, JERA will newly issue 10,000,000 shares of common stock
at the time of the Joint Absorption-type Split and the ratio of the shares of common stock
allotted to TEPCO Fuel & Power and Chubu Electric at the time of the Absorption-type
Split and Chubu Electric Absorption-type Split will become 1:1 and accordingly, there is no
change in the ratio of shareholding in JERA of TEPCO Fuel & Power and Chubu Electric.

d. Treatment of stock acquisition rights and corporate bonds with stock acquisition rights
following the Absorption-type Spit
TEPCO Fuel & Power has not issued stock acquisition rights and corporate bonds with
stock acquisition rights.

e. Capital to be changed due to the Absorption-type Split
There is no change in capital of TEPCO Fuel & Power.

f. Rights and obligations succeeded by the succeeding company
Following the Absorption-type Split, JERA will succeed rights and obligations owned
concerning the Business engaged by TEPCO Fuel & Power on the effective date of
the absorption-type split. Obligations to the succeeding company due to the Absorp-
tion-type Split will be succeeded by the method of noncumulative taking of obligations.

g. Prospects for default
The management judges there is no problem regarding the prospect for default of TEP-
CO Fuel & Power and JERA after the Absorption-type Split, because the amounts of
respective assets of TEPCO Fuel & Power and JERA are expected to exceed the amounts
of their respective liabilities after the Absorption-type Split and there is no estimation of
default of TEPCO Fuel & Power and JERA after the Absorption-type Split.
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(3) Status of the succeeding company after the Absorption-type Split (as of April 1, 2019
(plan))

Succeeding company
Trade name JERA Co., Inc.
Address 7-1, Nihonbashi 2 chome, Chuou-ku, Tokyo
Name of the representative | Yuji Kakimi, representative director and president
Capital ¥5,000 million (US$47 million)
Business Fuel business and power generation business within
and outside Japan
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Tokyo Electric Power Company Holdings, Incorporated



