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Profile

Tohoku Electric Power Co., Inc., was established in 1951 and supplies electricity to approxi-
mately 7.7 million customers throughout the seven prefectures of the Tohoku region,

upholding its business philosophy of prospering together with the regional community and
creating the new corporate value while efficiently operating facilities under an integrated
structure of generation, transmission, and distribution.

The Company’s electric power sales in FY 2004 amounted to 77,329 million kWh,
equivalent to that of Belgium, ranking it fifth among the ten Japanese electric power
companies.

Tohoku Electric Power’s service territory covers the Tohoku region, which is an area
approximately 80,000 square kilometers—roughly the size of Austria—and the largest of
any of the service territories of the other electric power companies. The region has a pop-
ulation of about 12 million, or 10% of the national total, and a regional GDP of
around $390 billion, which is almost equal to that of the Netherlands.

Industrial features in the Tohoku region include a larger share of electrical machin-
ery, newer manufacturing plants and facilities, and more plant constructions when
compared to other regions. And these characteristics work as an industrial advan-
tage for the region.

The Company has firmly established itself on the base of
trust with communities in the Tohoku region for more than
half a century. Upon such a foundation, it
strives each and every day to be the pre-
ferred choice for cus-
tomers as a multi-energy
services corporation.
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Note: Regarding Forward-Looking Statements
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are based on assumptions derived from the information available to the Company at the time of writing (June 29, 2005). Issuing statements forecasting matters, such as performance,
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Financial and Operating Highlights (Consolidated basis)

Millions of yen

2005 2004 2005
For the year

Operating revenues ¥1,611,461 ¥1,562,752 $15,002,895
Operating income 163,950 178,962 1,526,394
Net income 56,960 51,079 530,304

At year-end
Total assets 4,122,476 4,095,444 38,380,746
Total shareholders' equity 929,771 870,852 8,656,279

Yen

2005 2004 2005
Per share of common stock

Net income ¥   113.36 ¥     101.44 $ 1.055
Total shareholders' equity 1,861.97 1,743.22 17.335
Cash dividends 50.00 50.00 0.465

Note: All dollar amounts in this annual report represent U.S. dollars translated from yen, for convenience only, at the rate of ¥107.41=US$1.00,
the approximate rate of exchange on March 31, 2005. Billion is used in the American sense of one thousand million.
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Message from the Management

The step-by-step deregulation of the electric utility in Japan
is ongoing, and in April 2005 services for all high-voltage

segments were deregulated. The Japanese government has
implemented various measures to promote nationwide power
transmission including the start-up of power trading at the
Japan Electric Power Exchange and a revision to the transmis-
sion pancaking rate system. This situation is expected to fur-
ther intensify price and service competition among power util-
ity companies.

Turning to the Tohoku region, its economy is still slow,
although nation’s economy in general is on the growth track
largely led by the corporate sector. There are signs of concern
in the region, including sustained high prices in crude oil and
raw materials, even against the favorable background of con-
tinuing strength in U.S. and Chinese economies. On the other
hand, the region has already seen some silver linings, including
the establishment of a new professional baseball team, Tohoku
Rakuten Golden Eagles, in the region’s de facto capital Sendai.
Positive factors like this are now expected to help the regional
economy get into high gear.

On the energy and environmental fronts, the Kyoto
Protocol was finally put into effect in February 2005 following
Russia’s ratification. Consequently, consensus is moving
towards the improvement of measures to mitigate CO2 emis-
sions as evidenced by the serious discussions held on imple-
menting an environment tax or domestic emissions trading to
help Japan achieve its greenhouse gas reduction target.
Together with this move, there is a sign that more Japanese
people are interested in environmental preservation and energy
conservation.

Facing these changes in the business environment, Tohoku
Electric Power strives to realize its long-term management
strategy Vision 2010. To be specific, the Company set its fun-
damental goal as “providing the energy services preferred by
customers” in its Medium-Term Business Plan for FY 2004,
the first year of the 3rd phase of the strategy (FY 2004 to
2006), and tackled the challenges of enhanced profits and
public confidence in the Company by using the Group’s total
capabilities.

Tohoku Electric Power’s electric power sales in FY 2004
reached 77,329 million kWh, a 3.7% increase over the pre-

vious fiscal year. This is largely attributed to: a rise in air-con-
ditioning demand from intense summer heat, as sharply con-
trasted with less-than-normal demand during moderate sum-
mer/winter periods in the previous business year; and strong
demand in the commercial and industrial segment, especially
in the machinery manufacturing.

Under these circumstances, we reduced electricity rates by
4.23% on average in January 2005. Despite the rate reduction,
consolidated sales reached ¥1,611,461 million, up 3.1% over
the previous year.

With regard to expenses, interest expenses declined as a
result of a reduction in interest-bearing liabilities. On the
other hand, over-all expenses rose to ¥1,518,496 million, up
4.1% from the previous fiscal year, due to an increase in depre-

Vision 2010—Change, Innovation, and Success
Management Philosophy: 

Prospering together with the community and creating 
new corporate value

Fundamental goals of management

Review of operations (Consolidated basis)

(left) Chairman of the board, Keiichi Makuta
(right) President, Hiroaki Takahashi
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ciation and purchased power
associated with the start of test
operation of Higashidori
Nuclear Power Station Unit 1.

As a result, consolidated ordi-
nary income in FY 2004 fell to
¥104,345 million, down 5.5%
from the previous fiscal year, but
consolidated net income rose to
¥56,960 million, up 11.5%
from the previous year, due to a
reduction in extraordinary loss.

ANNUAL REPORT 2005

Consolidated sales in FY 2005
are expected to rise to about

¥1,620,000 million, a 0.5%
increase from the previous year,
due to an expected increase in
revenue from power sold to
other utilities and despite an estimated decrease in residential
power sales caused by a reduction in the electricity rate. The
total expenses are expected to fall due to an estimated decrease
in thermal power generation fuel cost following the startup of
the Higashidori Nuclear Power Station Unit 1 and a prospect
of the positive outcome from an across-the-board cost reduc-
tion.

As a result, the FY 2005 prospect for consolidated ordinary
income is estimated to reach about ¥115,000 million, an
increase of 10.2% from FY 2004.

Performance outlook

Tohoku Electric Power has built up a good relationship of trust with
customers in the Tohoku region over more than half a century.

As competition gets increasingly heated up, we do our best
to improve efficiency and reduce cost to enhance our price
competitiveness. And, in line with our commitment to build-
ing stronger customer confidence and corporate credibility, we
are determined to meet expectations of customers, sharehold-
ers and investors by leveraging on our competitive edge and
creating non-price value comprehensively through innovative
rate plans and service offerings keyed to varying customer
needs and requirements.

Above all, we always keep in mind shareholder returns
when we manage our business.

In FY 2004, the Company decided to hold its dividend per
share at ¥50 after comprehensively assessing various factors,
including reduced electricity rates and loss from the Mid
Niigata Prefecture Earthquake, which made a FY 2004 profit
lower on a non-consolidated basis.

Based on the latest assessment at this time of writing, the
Company is on course to improve business results for FY
2005, thereby well-positioned to achieve guidance targets in
line with enhanced business efficiency and financial strength.

The Company will maintain a strong focus on shareholder
returns to meet their expectations, including a dividend
increase, while accurately evaluating the business climate and
risks that could materially affects its profit and loss.

Dividend policy for FY 2005

Keiichi Makuta
Chairman of the board

Hiroaki Takahashi
President



4

The FY 2005 Medium-Term Business Plan from President Hiroaki Takahashi

Creating 
Corporate Value

Increase revenues

Company-wide 
marketing activities

Enhanced price 
competitiveness

●Reinforce relationship with 
customers in deregulated 
areas

●Create demand, mainly in 
private homes, by increas-
ing the installation of house-
hold electric systems

●Promote corporate social responsibility (CSR), 
focusing on our own unique strengths

●Improve price competitive-
ness in line with quantita-
tive goals

●Long-term strategy for op-
tial power source systems

●Promote function-specific busi-
ness operations through cooper-
ration between the Company and 
Corporate Group companies

Major measures to be implemented

Major measures to be implemented

Major measures to be implemented

Major measures to be implemented

1 2

1

3

Gain further public confidence 
in the Company2

Major measures to be implemented

Strengthen the Corpor-
ate Group to promote 
increased revenues 
and public confidence 
in the Company

FY 2005 Medium-Term Business Plan
We provide the energy services tailored to meet customers’ needs

Toward Greater Profits and Greater Trust

Effective April 2005, the sale of electricity to high-voltage users

was deregulated, which triggered the start of a major structur-

al change in the electric utility industry. Together with the resul-

tant intensification of competition and slowing power demand,

the managerial environment is expected to undergo major

changes in the future.

In view of such conditions, the FY 2005 Medium-Term

Business Plan set forth major measures to achieve three goals, i.e.,

increase revenues, gain further public confidence in the

Company, and strengthen the Corporate Group to promote

increased revenues and public confidence in the Company, there-

by expediting Company-wide efforts to fulfill these goals.

President, Hiroaki Takahashi



Goals

Streamlining Goals
(Non-Consolidated 
 Basis)

Sales and Marketing goals (Non-Consolidated Basis) We are on course to create 1 billion KWh of 
new demand by FY 2008.

Outlay on facilities and equipment

Number of Employees

Outlay on repairs and improvements

Averaging less than ¥200 billion 
for the three-year period.
(from FY 2004 to 2006)

12,000 by the end of FY 2006

Averaging less than ¥160 billion  
for the three-year period
(from FY 2004 to 2006) 

Financial Goals

Item

Return on 
assets (ROA)

Consolidated 4.0%

3.8%

¥2,168 billion

¥2,048 billion

22.6%

22.3%

¥224 billion

12,254

¥162 billion

Non-Consolidated

Consolidated

Non-Consolidated

Consolidated

Non-Consolidated

Interest-bearing 
liabilities

Equity Ratio

FY 2004 Results

Averaging more than 4% for 
the five-year period
(from FY 2004 to 2008)

Totaling less than  ¥1,900 billion 
by the end of FY 2008

Totaling less than  ¥1,800 billion 
by the end of FY 2008

More than 25% 
by the end of FY 2008 

Goals for the FY 2004 Medium-Term 
Business Plan

Table: Goals and Results for the FY 2004 Medium-Term Business Plan
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- Reinforce relationship with customers in deregulated areas
We should improve price options to match the needs of cus-
tomers, reinforce the relationship between energy partners
(dedicated sales staff ) and customers, and actively promote
implementation of more innovative ideas and solutions in the
commercial and industrial areas, such as commercial electric
cooking systems or thermal storage air conditioning systems.

We should refine our “one-stop energy services” program
which provides customers with a whole range of services, from
identifying customer needs to proposing solutions, by making
the most of the expertise owned by each Group company, such
as energy saving consultation or distributed power systems.

- Create demand, mainly in private homes, 
by increasing the installation of household electric systems

We should increase the availability of “All-Electric housing,”
which are homes fitted with home appliances powered by
electricity—replacing gas appliances—by reinforcing coopera-
tion with local builders
and major housing
companies to promote
the construction of All-
Electric housing and
promoting the sales of
such systems to apart-
ments and condomini-
ums.

We should also pro-
mote the sale of electric
systems, such as the eco-
friendly, energy-saving
“Eco Cute” electric
water heater or IH elec-
tric cooking units, to
existing households.

- Improve price competitiveness in line with
quantitative goals

To enhance price competitiveness, facility-related expenditures

were cut further from the prior target by ¥10 billion to an
average of ¥190 billion per year from FY 2005 to FY 2007.

Total commitment on a Company-wide scale to achieve
each goal will help improve cost competitiveness and the
financial characteristics of Tohoku Electric Power.

Increase revenues

(1) Company-wide marketing activities

(2) Enhanced price competitiveness

Major measures to be implemented

Major measures to be implemented

1
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- Long-term strategy for optimal power source systems
Viewed from a medium and long-term standpoint, we should
develop a power source system designed to flexibly cope with
environmental restrictions while maintaining cost competi-
tiveness.  

For thermal power generation, we should promote the
streamlining of our thermal fleet by shutting down or decom-
missioning outdated, inefficient power plants and constructing
high-efficiency gas combined cycle power generators.

Because of nuclear power plants’ superior perfomance in
terms of fuel cost saving and CO2 emissions reduction, we
should improve their operational efficiency as a base load
resource while ensuring their safe and stable operation.

For the procurement of fuel, it is important to correctly
assess and be knowledgeable about latest energy environment.
In order to maintain a policy of stable procurement, we should
diversify fuel suppliers to promote more economical and flexi-
ble procurement.
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As a power company that abides by corporate ethics and laws
and regulations, Tohoku Electric Power has been actively
involved in business activities that promote good relations
with local communities and protect and preserve the global
environment under the management philosophies of “prosper-
ing together with the community” and “creating new corpo-
rate value.”

Based on the understanding that CSR (Corporate Social
Responsibility) relates to all of our business activities, we estab-
lished the CSR Promotion Council, chaired by the company
president. This council has been supervising overall activities
with an equal focus on economic, environmental, and social
aspects since its inception.

Particular focus is being placed on the following: (1) thor-
ough compliance with corporate ethics and laws and regula-
tions (2) environmental considerations (3) contribute to the
sustainable growth of the Tohoku region through activities to
support local communities and develop the local economy.

Note: Installed with a subsidy from the Tohoku Green Power Fund
The Tohoku Green Power Fund is a financial assistance scheme for solar power and
wind power generation facilities to be newly set up in the Tohoku region to effectively
use the wealth of abundant, natural energy available in Tohoku. It was established
through contributions by participants and Tohoku Electric Power.

Gain further public confidence in the Company

- Promote CSR, focusing on our own unique strengths

- Promote function-specific business operations 
through cooperation between the Company and 
Corporate Group companies

Since 1999, the Company has been using a system that rein-
forces competitiveness of three key divisions, i.e. in the areas of
thermal & nuclear power, power delivery system, and cus-
tomer services.

Our affiliates also promote their own business operations in
line with the policies of these divisions so as to augment the
competitive edge and increase the corporate value of the entire
Corporate Group.

Group-wide business operations will enhance common
managerial infrastructures, such as information and communi-
cation infrastructures, shared services, and the use of compe-
tent human resources.

Strengthen the Corporate Group to pro-
mote increased revenues and public confi-
dence in the Company

2

3

Major measures to be implemented

Major measures to be implemented
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Topics in FY 2004

All-Electric housing installations enjoy a steady rise in sales for
their convenience and energy saving performance. The num-
ber of All-Electric homes sold in 2004 against a target of
12,000 for the same year was 13,987, 15.2% more than the
target.

The ratio of houses in terms of housing starts that employ
the All-Electric home system was approximately 17%, more
than double the level in FY 2001. This is a good sign for a bet-
ter future prospect.

E fforts were made in 2004 toward the sales expansion target
set for FY 2004, and the results exceeding the targeted

level, including the All-Electric home sales, were achieved.
The increment of power sales in FY 2004 reached some

200 million kWh. This progress is a steady process to achieve
the goal of creating 1 billion kWh in five years.

Sales of IH electric cooking units also rose steadily in FY
2004, resulting in an upward revision to the sales goal in the
three years from 2005 to 2007, namely, from 50,000 sets to
80,000 sets.

1. All-Electric housing

Although new apartment housing starts in Sendai, the largest
city in Tohoku, are declining in number, those with All-
Electric home systems are steadily increasing.

The construction of condominiums in the future is expect-
ed to exceed the FY 2004 level. This is because of the promot-
ed flow of residents moving to the city center due to the accel-
erated aging of society. The age bracket intending to buy
apartments in urban areas is joining the conventional group of
apartment purchasers.

Using this trend to our advantage, we directed our efforts
toward apartments and condominiums as potential purchasers
of All-Electric home installations. Specifically, we attempted to
find new developers and promote active sales consultation to
local cities.

2. Apartments with All-Electric housing
installations

Number of new All-Electric housing starts and
the cumulative total of All-Electric housing
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Anew environmental laboratory, Hanamaru HOT LAB, was
established in the Research and Development Center in

order to develop electric heating systems that are suited to the
Tohoku area.

The lab consists of a main laboratory equipped with the
capability to set any temperature and humidity for experi-
ments and an experimental All-Electric model house standing
inside the lab. The lab is designed to simulate the meteorologi-
cal conditions of various parts of the Tohoku area, gather data
on the performance and economic efficiency of various types
of heating equipment and systems, and make comprehensive
evaluations on optimal combinations of heating systems.

These data are available to the New Generation All-Electric
Housing Research Group sponsored by Tohoku Electric Power
and used by home builders and electric appliance manufactur-
ers participating in the group as basic data for new product
development.

Hanamaru HOT LAB Environmental Laboratory 
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Topics in FY 2004

Higashidori Nuclear Power Station

Life Cycle CO2 Emissions by Energy Source 
(including methane emissions)

Life cycle CO2 emissions [g-CO2/kWh (on the generating end)]

Coal fired

Oil fired

LNG fired

LNG combined

Nuclear

Hydroelectric

Geothermal

Solar

Wind
Combusting fuel for generation (direct)
Other (indirect)

Note: CO2 emissions are calculated for all energy consumption due to mining/oil and gas 
extraction, construction, transportation, purification/refining, energy production (actual 
generation), maintenance, etc.

Sources: Central Research Institute of Electric Power Industry
“Life Cycle CO2 Emissions and Assessment of 
  Nuclear Power Generation Technologies (March, 2000 and August, 2001)”
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The energy self-sufficiency of Japan, a country with limited
natural resources, is about 19% (nuclear power included),

whereas dependency on energy imports is about 81%.
Although fossil fuels like coal and petroleum currently

make up a dominant part of world resources, they will face
inevitable depletion in the future and, even now, they are
responsible for the global warming by emitting the major
greenhouse gas CO2.

On the other hand, uranium for nuclear power generation
is unique in that: it can be recycled after being initially spent;
and it emits no CO2 in the process of electricity production.

From the viewpoint of global environmental preservation,
there is high expectation these days for power generation using
natural energy, such as wind or solar energy, but such genera-
tion is unable to provide large amounts of power in a stable
way. Nuclear power is currently the only power generation that
excels in both economy and environmental mitigation.

Therefore, Tohoku Electric Power promotes a balanced mix
of power generation sources, including LNG, coal, petroleum,
hydro, and geothermal, with nuclear power as the mainstay.

As part of this effort, we embarked on constructing
Higashidori Nuclear Power Station Unit 1. After completion
of fuel loading, the unit has started test operations in
December 2004.

The Unit 1 commercial operation, slated in October 2005,
will greatly help reduce expenses as fuel costs for other genera-
tion sources are expected to decline substatially.
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Tohoku Electric Power considers environmental issues an
important management task and is actively involved in pre-

venting global warming, recycling resources, and preserving
the environment. As part of this effort, we are carrying out a
plan to remove pollutants from columnar transformers mixed
with a minute amount of polychlorinated biphenyl (PCB) and
recycle them.

PCB is a useful material that was widely used in the past,
but it was revealed in the 1970s that it has a negative impact
on the human body and the environment. Its production and
further use was banned in 1974.

Later, a regulation was put into effect that requires the strict
controlled storage of equipment that uses PCB. There is, how-
ever, the urgent need to make PCB harmless as soon and as
safely as possible in order to eliminate its impact on the envi-
ronment.

Under these circumstances, the Waste Management and
Public Cleansing Law, which certifies chemical treatment
methods to safely dispose of PCB, was revised in 1998. The
Law Concerning Special Measure against PCB was established
in 2001 to promote the nationwide elimination of PCB,
involving the national government, local governments, and
corporations.

Amid the improving infrastructure to eliminate the harm of
PCB, we are constructing a facility that will neutralize and
recycle columnar transformers mixed with a minute amount of
PCB in Sakata City, Yamagata Prefecture.

Sakata Recycling Center
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Topics in FY 2004

Management Organizational Reform

The number of directors was reduced from 21 to 15 to revital-
ize the board.

It was also decided that only senior management members
at an executive vice president level or higher be qualified to be
representative directors, the responsibility of which is the oper-
ation of all aspects of business and management, and that
managing directors be held responsible for the three major
divisions (Thermal & Nuclear Power Div., Power System Div.,
and Customer Services Div.) as well as general administration
divisions. The purpose of this reform is to ensure the manage-
ment’s timely and swift operation of business based on man-
agement policies.

Tohoku Electric Power introduced the division system in
June 1999 to cope with changes in the management envi-

ronment, such as the electric business system reform. This new
operational system allowed us to carry out business operations
independently by market segment and flexibly respond to
changes in the economic climate. As a result, we have success-
fully improved operational efficiency.

In reaction to the revision to the commercial code, we
increased the number of external auditors so that their number
is more than half the total number of auditors in 2003 in
order to improve fairness and transparency.

As we realize the advent of a new era of full-scale competi-
tion due to the accelerated deregulation of the elctricity busi-
ness we feel the urgent need of management to show greater
leadership than before in executing managerial strategies and
improving corporate value. To do so, Tohoku Electric Power
decided to promote the reinforcement of the management
structure by enhancing the Company-wide ability to make
decisions, the capability of carrying out individual operations,
and supervising capability.

Specific points to note about our management organiza-
tional reform are as follows:

1. Reform of the board of directors

A new executive rank, that of executive officer, was newly
established. Executive officers are selected by the board of
directors and assigned to carry out certain kinds of individual
operations determined by company policy.

This clarified the role and responsibility of executives and
enabled executive officers to concentrate on the execution of
operations and realize flexible management. Their tenure of
office is two years.

2. Introduction of the executive officer
system

Image of Management Organizational Reform

Operating execution function

Decision-making in connection with 
whole company management

Operating execution based on 
a whole company plan

Board of 
Corporate Auditors

Board of directors (21 Directors)

Statutory 
Auditors

Board of 
Corporate Auditors

Statutory 
Auditors

Executive Officers

General Managers

※Representative directors 
should be chosen from 
among those at the repre-
sentative director & man-
aging director or above

Peer review 
of directors

Peer review 
of directors

Function of 
management

Present 
System

Reformed 
System

Board of directors (15 Directors)

Chairman 
of the board

President Representative
directors

Executive
vice presidents (4)

Managing directors (5)

Directors (4)

Legality 
check

Legality 
check

Outcome
 check

Chairman of the board President

Executive vice presidents (4)

Managing directors (8)

Directors (7)

Outcome check
Compliance

Whole company management policy
Resource allocation etc.

Operating management of 
an individual enterprise and 
a function

The supervisor of a directorial job

Supervisory function
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Chairman of the board

Keiichi Makuta

Hiroaki Takahashi

Tsuneo Saito
Takeo Nishi
Masayuki Oyama
Shigeo Saito
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Kunihide Kobayashi
Fumiaki Maekawa
Takumi Ishizuka
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Toshio Suzuki
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Hiroaki Takahashi

Tsuneo Saito Takeo Nishi Masayuki Oyama Shigeo Saito

Executive vice presidents

Managing directors
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(Consolidated basis)
Capital Expenditures

(Consolidated basis)
Capital Expenditures in Electric Power Segment

Electric
power

¥253.5
billions

¥230.6
billions

Electric power
¥230.6 billions

Other
¥19.1
billions

Construction
¥3.6 billions

¥110.7
billions

New construction and
expansion of power
generating units

¥104.4
billions

New construction and
expansion of power
transmission,
transformers, and their
related facilities

¥15.4
billions

Nuclear fuel

Operating Results
The Corporate Group’s FY2004 operating revenues
increased to ¥1,611.4 billion (US$15,002 million), up 3.1%
from the preceding fiscal year.  The main factors behind
this, despite an electricity rate reduction that was launched
in January 2005, were an increase in power sales and an
increase in the number of businesses, in other business
segments, included in the consolidated accounting. 

Operating expenses rose to ¥1,447.5 billion (US$13,476
million), up 4.6% from the previous fiscal year. This rise,
despite the decline in interest payments associated with a
decrease in interest-bearing liabilities, was mainly caused
by, in the power business, an increase in depreciation cost
and purchased power resulting from the initial
commissioning of Higashidori Nuclear Power Station Unit 1
and the influence of the consolidated accounting area
expansion.

Operating income consequently decreased 8.4%, to
¥163.9 billion (US$1,526 million). Ordinary profit dropped
5.5%, to ¥104.3 billion (US$971 million), due to ¥3.4 billion
(US$32 million) in loss from damage by the Mid Niigata
Prefecture Earthquake, ¥7 billion (US$65 million) in
impairment loss on fixed assets, and ¥3.9 billion (US$37
million) in special loss by cancellation of the Maki nuclear
power station project. Consequently, current profit was
¥56.9 billion (US$530 million), up 11.5% from the previous
fiscal year.

Earnings per share increased from ¥101.44 in FY2003 to
¥113.36 (US$1.05) in FY2004.

FY2004 results by business segment are as follows:

Electric Power Business
Operating revenues increased to ¥1,446.8 billion
(US$13,470 million), up 0.5% from the previous fiscal year

despite the electricity rate reduction due to the increase in
power sales.  Operating expenses rose 2.3%, to ¥1,300.2
billion (US$12,105 million), as a result of the increased
depreciation cost and purchased power cost. Consequently,
operating income fell to ¥146.6 billion (US$1,365 million),
down 12.9% from the previous fiscal year.

Construction Business
Operating revenues climbed to ¥232.8 billion (US$2,167
million), up 15.8% from the previous fiscal year, due to an
increase in construction works of wind power generation.
Operating expenses rose 15.6%, to ¥226.4 billion (US$2,108
million), due to an increase in the number of companies
included in consolidated accounting. As a result, operating
income climbed 20.1%, to ¥6.3 billion (US$59 million).

Other Businesses
Operating revenues of other businesses soared to ¥179.6
billion (US$1,672 million), up 153.2% from the previous
fiscal year, mainly because of an increase in the number of
companies covered by consolidated accounting. Operating
expenses rose 155.7%, to ¥168.9 billion (US$1,572 million),
mainly because of an increase in the number of companies
covered by consolidated accounting. As a result, operating
income increased to ¥10.6 billion (US$99 million), up
119.7% from the previous fiscal year.

Capital Expenditures
The Corporate Group’s capital expenditures in FY2004 (not
subject to elimination and adjustment for consolidation)
rose to ¥253.5 billion (US$2,360 million), up 25.2% from the
previous year. By segment, the electric power business
accounted for ¥230.6 billion (US$2,147 million); the
construction business, ¥3.6 billion (US$33 million); and
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(A) FY 2004 term-end 
balance  

(A=B+i+ii+iii+iv)

(iii) Cash flows from
financing activities

(iv) Increase in cash
and cash equivalents
upon inclusion of
additional subsidiaries
in consolidation

(ii) Cash flows from
investing activities

(i) Cash flows from
operating activities

(B) FY 2003 term-end
balance

Cash Flows (Consolidated basis)

-300 -200 -100 0 100 200 300 400 500

(A) 106.0

(iv) 23.1

(iii) -197.6

(ii) -188.8

(i) 374.3

(B) 95.0

(¥ billions)

other businesses, ¥19.1 billion (US$178 million).
As for the electric power segment, which is our main

business, we pushed forward the development and
introduction of new technologies as well as the
rationalization of designs and construction methods for
building facilities. We also reviewed the contents of
construction works and diversified ordering systems for
construction materials. Through these efforts, we were able
to record effective capital expenditures that would meet the
long-term demand trend. 

Out of capital outlays for the electric power sector,
¥110.7 billion (US$1,031 million), or 48.0%, was invested in
the new construction and expansion of power generating
units, and ¥104.4 billion (US$972 million), or 45.3%, was
invested in the new construction and expansion of power
transmission, transformer, and related facilities. An
investment of ¥15.4 billion (US$144 million), or 6.7%, was
made in nuclear fuel.

Financial Position
The valuation of total assets at the end of FY2004 increased
0.6%, to ¥4,122.4 billion (US$38,380 million), mainly due to
an increase in the number of companies included in
consolidated accounting.

Total shareholders’ equity in FY2004 rose 6.8%, to
¥929.7 billion (US$8,656 million). As a result, the
shareholder’s equity ratio went up from 21.3% in the
previous year to 22.6% in FY2004.

Cash Flows
The year-end balance of cash and cash equivalents
increased ¥10.9 billion (an 11.6% climb), to ¥106.0 billion
(US$987 million), from the FY2003 year-end balance of
¥95.0 billion due to an increase in the number of companies

included in consolidated accounting.
Cash flows by activity and factors causing changes in

FY2004 are as follows.

Cash Flows from Operating Activities
In FY2004, cash inflows from operating activities increased
to ¥374.3 billion (US$3,485 million), up ¥37.9 billion, or
11.3%, from ¥336.4 billion in the previous fiscal year. The
main factors for this rise are an increase in power sales in
the electric power business and a rise in depreciation cost.

Cash Flows from Investing Activities
A total of ¥188.8 billion (US$1,758 million) was utilized in
investing activities, which increased ¥37.8 billion, or 25.0%,
from ¥151.0 billion in the previous term. This increase was
caused by increased investment in plants and equipment.

Cash Flows from Financing Activities
A total of ¥197.6 billion (US$1,840 million) was utilized in
financing activities, resulting in an increase of ¥27.8 billion,
or 16.4%, from ¥169.7 billion in the previous fiscal year. The
main factors behind this increase were the reductions made
in loans and interest-bearing liabilities to create a stronger
financial structure. 

Credit Rating
As of the end of June 2005, credit ratings for long-term
corporate bonds issued by the Company are as follows:

Moody’s Investors Service............................................A1
Standard & Poor’s .........................................................AA-
Rating and Investment Information .............................AA+
Japan Credit Rating Agency .........................................AAA p
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Operating results
Operating revenues
Operating expenses
Operating income
Interest expense
Other (income) expenses, net
Income before special item, income taxes and minority interests
Special item
Income before income taxes and minority interests
Income taxes, current
Income taxes, deferred
Minority interests in (losses) earnings of consolidated subsidiaries
Net income

Sources and application of funds
Sources:

Internal funds
External funds:
Bonds
Borrowings

Total

Applications:
Capital expenditures
Debt redemption

Total

Assets and capital
Total assets
Property, plant and equipment, net
Common stock
Total shareholders’ equity

¥1,611,461)
1,447,511)

163,950)
52,813)
21,240)
89,895)
(2,212)
87,683)
42,899)

(14,956) 
2,780)

56,960)

¥  424,913)

39,853)
760,707)
800,560)

1,225,474)

253,505)
971,968)

1,225,474)

¥4,122,476)
3,341,614)

251,441)
929,771)

2005 2004 2003

Millions of yen

2002 2001

¥1,562,752) 
1,383,790) 

178,962) 
69,823) 
21,785) 
87,353) 
(3,634)
83,719) 
35,833) 
(4,554)
1,361) 

51,079) 

¥   335,390) 

139,435) 
918,618) 

1,058,053) 
1,393,444) 

202,547) 
1,190,896) 
1,393,444) 

¥4,095,444) 
3,348,988) 

251,441) 
870,852) 

¥1,593,832)
1,393,887) 

199,945) 
83,858)
18,474)
97,612)

286)
97,898) 
44,201) 
(7,204)

(999)
61,901)

¥   379,758) 

159,339) 
377,523) 
536,862) 
916,621) 

244,330) 
672,290) 
916,621) 

¥4,209,171) 
3,462,408) 

251,441) 
842,440) 

¥1,697,224)
1,488,518)

208,706)
87,351)
6,703)

114,651)
(754)

113,897)
43,644)
(2,966)
3,221)

69,998)

¥   371,426)

137,410)
373,708)
511,119)
882,545)

284,060)
598,485)
882,545)

¥4,299,782)
3,543,258)

251,441)
810,919)

¥1,716,568)
1,478,292)

238,275)
105,127)

3,059)
130,089)

(926)
129,162)
45,965)

101)
3,449)

79,646)

¥   413,400)

177,152)
310,430)
487,583)
900,983)

273,469)
627,513)
900,983)

¥4,379,005)
3,622,707)

251,441)
787,571)

(¥ billions)

Operating Revenues
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Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
Years ended March 31
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Cash flows
Operating activities:

Net cash provided by operating activities
Investing activities:

Net cash used in investing activities
Financing activities:

Net cash used in financing activities
Increase in cash and cash equivalents upon inclusion of

additional subsidiaries in consolidation
Cash and cash equivalents at end of the year

Plant data
Generating capacity (MW)
(Number of plants):

Hydroelectric

Thermal

Nuclear

Total

Substation capacity (MVA)
Transmission lines (km)
Distribution lines (km)

Other data
Number of employees

¥374,381)

(188,863)

(197,679)

23,157)
106,075)

2,531)
(224)

11,649)
(19)

2,174)
(1)

16,354)
(244)

60,945)
14,709)

140,139)

22,627)

2005 2004 2003

Millions of yen

2002 2001

¥336,415) 

(151,034)

(169,783)

–) 
95,079) 

2,491) 
(221)

11,626) 
(18)

2,174) 
(1)

16,290) 
(240)

58,661) 
14,787) 

139,330) 

18,289)

¥364,010)

(223,765)

(161,583)

3,458)
79,480) 

2,493) 
(222)

12,151)
(18)

2,174)
(1)

16,817)
(241)

57,667)
14,737)

138,323)

18,678)

¥402,114)

(285,773)

(125,754)

–)
97,361)

2,486)
(219)

12,151)
(18)

2,174)
(1)

16,810)
(238)

56,693)
14,841)

137,393)

19,467)

¥390,949)

(218,135)

(165,673)

–)
106,774)

2,476)
(218)

12,130)
(18)

1,349)
(1)

15,955)
(237)

56,526)
14,734)

136,555)

20,709)

2005 2004 2003 2002 2001

0

1,000

2,000

3,000

4,000

5,000

20052004200320022001

(¥ billions)

Total Assets
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Operating results
Operating revenues
Operating expenses
Operating income
Interest expense
Other expenses, net
Income before special item and income taxes
Special item
Income before income taxes
Income taxes, current
Income taxes, deferred
Net income

Sources and application of funds
Sources:

Internal funds
External funds:
Bonds
Borrowings

Total

Applications:
Capital expenditures
Debt redemption

Total

Assets and capital
Total assets
Property, plant and equipment, net
Common stock
Total shareholders’ equity

Common stock data:
Number of shareholders
Number of share issued (thousands)

Price range  (yen):
High
Low

★Tokyo Stock Exchange

¥1,455,336)
1,310,326)

145,009)
49,997)
21,728)
73,284)
(2,204)
71,079)
36,132)

(10,775)
45,721)

¥   363,408)

39,853)
748,200)
788,053)

1,151,462)

225,313)
926,149)

1,151,462)

¥3,757,983)
3,091,733)

251,441)
839,452)

261,638)
502,883)

¥       2,010)
1,750)

2005 2004 2003

Millions of yen

2002 2001

¥1,447,607) 
1,280,539) 

167,068) 
67,036) 
25,287) 
74,744) 
(3,631) 
71,113) 
32,768) 
(9,712)
48,056) 

¥   301,216) 

139,435) 
904,020) 

1,043,455) 
1,344,671) 

188,594) 
1,156,077) 
1,344,671) 

¥3,814,323) 
3,161,758) 

251,441) 
820,494) 

257,075) 
502,883) 

¥       1,942) 
1,714) 

¥1,479,052)
1,294,355) 

184,696) 
80,633) 
10,567) 
93,495) 

293) 
93,788) 
40,738) 
(6,664)
59,715) 

¥   328,418) 

159,339) 
361,000) 
520,339) 
848,757) 

219,543) 
629,213) 
848,757) 

¥3,897,981) 
3,258,601) 

251,441) 
790,054) 

253,117) 
502,883) 

¥       1,808) 
1,525) 

¥1,556,844)
1,365,185)

191,658)
83,683)
9,712)

98,263)
(758)

97,504)
37,986)
(2,794)
62,312)

¥   328,547)

139,410)
333,900)
473,310)
801,857)

255,999)
545,858)
801,857)

¥3,970,773)
3,337,860)

251,441)
760,225)

254,636)
502,883)

¥       2,260)
1,557)

¥1,570,721)
1,349,066)

221,655)
100,642)

3,997)
117,015)

(938)
116,076)
40,910)

1,275)
73,890)

¥   377,767)

179,253)
268,992)
448,245)
826,012)

255,069)
570,943)
826,012)

¥4,028,446)
3,414,536)

251,441)
742,925)

256,638)
502,883)

¥       1,740)
1,240)

0
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Tohoku Electric Power Co., Inc. 
Years ended March 31
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Electric power sales (millions of kWh)
Residential
Commercial and industrial:

Commercial
Small-scale industrial
Large-scale industrial
Other

Total
★1

Deregulated segment
★2

Total electric power sales

Peak load (MW)

Plant data
Generating capacity (MW)
(Number of plants):

Hydroelectric

Thermal

Nuclear

Total

Substation capacity (MVA)
Transmission lines (km)
Distribution lines (km)

Other data
Number of customers (Excluding the deregulated segment):

Residential
Commercial and industrial 

Total
Number of employees★

★Not including on loan or leave.

23,612)

11,108)
11,611)

–)
1,531)

24,250)
47,862)
29,467)
77,329)

14,552)

2,415)
(210)

10,926)
(17)

2,174)
(1)

15,514)
(228)

60,945)
14,709)

140,139)

6,627,228)
1,045,739)
7,672,967)

11,662)

2005 2004 2003 2002 2001

22,793) 

13,909) 
11,407) 
7,585) 
1,609) 

34,510)
57,303) 
17,244) 
74,547) 

13,535) 

2,414) 
(210)

10,926) 
(17)

2,174) 
(1)

15,514) 
(228)

58,661) 
14,787) 

139,330) 

6,580,162) 
1,066,438) 
7,646,600) 

11,840) 

22,914) 

13,814) 
11,539)
7,521) 
1,678) 

34,552) 
57,466) 
16,789) 
74,255) 

14,489) 

2,423) 
(211)

11,451) 
(17)

2,174) 
(1)

16,048) 
(229)

57,667) 
14,737) 

138,323) 

6,526,632) 
1,079,776) 
7,606,408) 

12,077)  

22,229)

13,500)
11,419)

7,468)
1,711)

34,098)
56,327)
16,173)
72,500)

14,125)

2,451)
(211)

11,451)
(17)

2,174)
(1)

16,076)
(229)

56,693)
14,841)

137,393)

6,472,751)
1,094,738)
7,567,489)

12,337)

22,429)

13,579)
11,914)
7,925)
1,787)

35,205)
57,634)
16,880)
74,514)

14,700)

2,442)
(210)

11,429)
(17)

1,349)
(1)

15,220)
(228)

56,526)
14,734)

136,555)

6,416,972)
1,105,855)
7,522,827)

13,159)

★1 Excluding the deregulated segment.
★2 Deregulated segment is constituted by customers who use a supply system with a contracted demand of 2,000 kW or above from 2001 to 2004, and

500 kW or above in 2005.

20052004200320022001

(%)

Shareholders’ Equity Ratio
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Assets

Property, plant and equipment (Notes 4 and 14)
Less accumulated depreciation

Property, plant and equipment, net (Note 7)

Nuclear fuel:
Loaded nuclear fuel 
Nuclear fuel under processing

Total nuclear fuel

Long-term investments (Notes 5 and 7)

Deferred income taxes  (Note 9)
Deferred income taxes on revaluation adjustments

Other assets  (Note 7)

Current assets:
Cash and cash equivalents (Note 7)
Trade notes receivable and amounts due from customers, 
less allowance for uncollectible receivables (Notes 6 and 7)

Deferred income taxes (Note 9)
Other current assets (Note 7)

Total current assets

Total assets

¥ 7,983,453)
(4,641,838)
3,341,614)

41,433)
96,492)

137,925)

74,432)

167,921)
1,459)

169,381)

96,833)

106,075)

113,484)
19,339)
63,389)

302,288)

¥ 4,122,476)

2005 20052004

Millions of yen

Thousands of
U.S. dollars

(Note 3)

¥ 7,714,452)
(4,365,463)
3,348,988)

23,939)
107,958)
131,898)

73,186)

136,962)
1,543)

138,505)

117,178)

95,079)

104,425)
12,481)
73,700)

285,686)

¥ 4,095,444)

$ 74,326,906)
(43,216,069)
31,110,827)

385,746)
898,352)

1,284,098)

692,970)

1,563,364)
13,583)

1,576,957)

901,526)

987,570)

1,056,549)
180,048)
590,159)

2,814,337)

$ 38,380,746)

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
March 31, 2005 and 2004

See notes to consolidated financial statements.
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Liabilities, minority interests and shareholders’ equity

Long-term debt (Note 7)

Accrued retirement benefits (Note 8)

Reserve for reprocessing costs of irradiated nuclear fuel 

Reserve for decommissioning costs of nuclear power units

Deferred income taxes (Note 9)

Current liabilities: 
Short-term borrowings (Note 7)
Current portion of long-term debt (Note 7)
Trade notes and accounts payable
Accrued income taxes (Note 9)
Deferred income taxes (Note 9)
Other current liabilities

Total current liabilities

Reserve for fluctuation in water levels

Minority interests in consolidated subsidiaries

Contingent liabilities  (Note 15)

Shareholders’ equity:
Common stock, without par value:

Authorized – 1,000,000,000 shares
Issued      –    502,882,585 shares

Capital surplus
Retained earnings (Notes 10 and 19)
Revaluation adjustments
Net unrealized holding gain on securities (Note 5)
Foreign currency translation adjustments
Treasury stock, at cost; 3,723,384 shares in 2005
and 3,453,381 shares in 2004

Total shareholders’ equity

Total liabilities, minority interests and shareholders’ equity

See notes to consolidated financial statements.

¥2,055,389)

259,551)

101,291)

32,744)

897)

46,039)
286,609)
98,915)
23,696)

－)
229,348)
684,608)

12,653)

45,567)

251,441)
26,655)

649,329)
(1,005)
9,844)

79)

(6,572)
929,771)

¥4,122,476)

2005 20052004

Millions of yen

Thousands of
U.S. dollars

(Note 3)

¥2,249,441)

242,585)

92,822)

30,316)

703)

66,156)
189,337)
70,371)
17,408)

1,384)
216,365)
561,023)

10,441)

37,259)

251,441)
26,655)

589,903)
(1,064)
9,986)
－)

(6,070)
870,852)

¥4,095,444)

$19,135,918)

2,416,450)

943,031)

304,850)

8,351)

428,628)
2,668,364)

920,910)
220,612)

－)
2,135,257)
6,373,782)

117,800)

424,234)

2,340,945)
248,161)

6,045,330)
(9,356)
91,648)

735)

(61,186)
8,656,279)

$38,380,746)
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Operating revenues:
Electric power
Other

Operating expenses (Note 12):
Electric power (Note 11)
Other

Operating income

Other expenses (income):
Interest and dividend income
Interest expense
Loss on natural disasters 
Impairment loss on fixed assets (Notes 14)
Loss on discontinuance of power plant
construction

Other, net

Income before special item, income taxes and minority interests

Special item:
Provision for reserve for fluctuation in water levels

Income before income taxes and minority interests

Income taxes (Note 9):
Current
Deferred

Minority interests in earnings of consolidated subsidiaries

Net income (Note 16)

See notes to consolidated financial statements.

¥1,444,726)
166,735)

1,611,461)

1,289,826)
157,684)

1,447,511)
163,950)

(637)
52,813)

3,021)
7,012)

3,985)
7,858)

74,054)

89,895)

2,212)
87,683)

42,899)
(14,956)
27,943)

2,780)

¥ 56,960)

2005 20052004

Millions of yen

Thousands of
U.S. dollars

(Note 3)

¥1,438,675)
124,077)

1,562,752)

1,265,658)
118,131)

1,383,790)
178,962)

(693)
69,823)

－)
－)

23,073)
(594)

91,608)

87,353)

3,634)
83,719)

35,833)
(4,554)
31,279)

1,361)

¥   51,079)

$13,450,572)
1,552,322)

15,002,895)

12,008,434)
1,468,056)

13,476,501)
1,526,394)

(5,930)
491,695)
28,125)
65,282)

37,100)
73,158)

689,451)

836,933)

20,593)
816,339)

399,394)
(139,242)
260,152)

25,882)

$ 530,304)

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
Years ended March 31, 2005 and 2004
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Consolidated Statements of Shareholders’ Equity Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
Years ended March 31, 2005 and 2004

Number of
shares of
common

stock

Balance at March 31, 2003
Surplus from sales of

treasury stock 
Bonuses to directors and

corporate auditors
Cash dividends paid
Reversal of revaluation 

adjustments
Net income for the year ended

March 31, 2004
Net change during the year

Balance at March 31, 2004
Surplus from sales of treasury stock
Bonuses to directors and

corporate auditors
Cash dividends paid
Increase in retained earnings

resulting from inclusion of certain
subsidiaries in consolidation

Decrease in retained earnings
resulting from inclusion of
certain subsidiaries in
consolidation

Reversal of revaluation
adjustments

Net income for the year ended 
March 31, 2005

Net change during the year
Balance at March 31, 2005

Balance at March 31, 2004
Surplus from sales of 

treasury stock
Bonuses to directors and 

corporate auditors
Cash dividends paid
Increase in retained earnings

resulting from inclusion of certain
subsidiaries in consolidation

Decrease in retained earnings
resulting from inclusion of
certain subsidiaries in
consolidation

Reversal of revaluation 
adjustments

Net income for the year ended 
March 31, 2005

Net change during the year
Balance at March 31, 2005

502,882,585

502,882,585

502,882,585

Retained
earnings

Common
stock

Capital
surplus

Revaluation
adjustments

Net unrealized
holding gain
on securities

Treasury
stock, 
at cost

Foreign currency
translation

adjustments

Millions of yen

¥251,441

251,441

¥251,441

$2,340,945

$2,340,945

¥26,497

157

26,655
0

¥26,655

$248,161

0

$248,161

¥564,168)

(211)
(25,127)

(5)

51,079)

589,903)

(339)
(24,968)

29,562)

(1,730)

(58)

56,960)

¥649,329)

$5,492,067)

(3,156)
(232,455)

275,225)

(16,106)

(539)

530,304)

$6,045,330)

¥(1,069)

5)

(1,064)

58)

¥(1,005)

$(9,905)

539)

$(9,356)

¥1,877)

8,108)
9,986)

(142)
¥9,844)

$92,970)

(1,322)
$91,648)

¥ －

－

79
¥79

$ －

735
$735

¥     (475)

(5,594)
(6,070)

(502)
¥(6,572)

$(56,512)

(4,673)
$(61,186)

Thousands of U.S. dollars (Note 3)

See notes to consolidated financial statements.

Common
stock

Capital
surplus

Retained
earnings

Revaluation
adjustments

Net unrealized
holding gain
on securities

Foreign currency
translation

adjustments
Treasury

stock,at cost
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Operating activities
Income before income taxes and minority interests
Adjustments to reconcile income before income taxes and 

minority interests to net cash provided by operating 
activities:
Depreciation and amortization
Impairment loss on fixed assets
Provision for accrued retirement benefits
Loss on sales and disposal of property, plant and 

equipment
Loss on discontinuance of power plant construction
Provision for reserve for reprocessing costs of irradiated 

nuclear fuel
Provision for reserve for decommissioning costs of 

nuclear power units
Provision for reserve for fluctuation in water levels
Interest and dividend income
Interest expense
Changes in operating assets and liabilities:

Amounts due from customers
Accounts payable
Other operating assets and liabilities

Subtotal
Interest and dividends received
Interest paid
Income taxes paid

Net cash provided by operating activities

Investing activities
Acquisitions of property, plant and equipment
Contributions received in aid of construction
Decrease in investments and advances
Changes in other assets and liabilities

Net cash used in investing activities

Financing activities
Proceeds from long-term loans and issuance of bonds
Repayment or redemption of long-term loans and bonds
(Decrease) Increase in short-term borrowings and 
commercial paper

Purchases of treasury stock
Cash dividends
Other

Net cash used in financing activities

Effect of exchange rate changes on cash and cash 
equivalents

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Increase in cash and cash equivalents upon inclusion of

additional subsidiaries in consolidation
Cash and cash equivalents at end of the year

See notes to consolidated financial statements.

¥  87,683)

276,832)
7,012)
7,875)

15,270)
3,985)

8,468)

2,428)
2,212)
(637)

52,813)

(21,817)
11,226)
8,379)

461,734)
639)

(50,380)
(37,612)
374,381)

(216,293)
3,878)
8,540)

15,009)
(188,863)

73,029)
(218,174)

(26,236)
(502)

(24,951)
(843)

(197,679)

0)
(12,161)
95,079)

23,157)
¥  106,075)

2005

$ 816,339)

2,577,339)
65,282)
73,317)

142,165)
37,100)

78,838)

22,604)
20,593)
(5,930)

491,695)

(203,118)
104,515)
78,009)

4,298,798)
5,949)

(469,043)
(350,172)

3,485,532)

(2,013,713)
36,104)
79,508)

139,735)
(1,758,337)

679,908)
(2,031,226)

(244,260)
(4,673)

(232,296)
(7,848)

(1,840,415)

0)
(113,220)
885,196)

215,594)
$ 987,570)

20052004
Millions of yen

¥  83,719)

261,154)
-)

14,433)

13,758)
23,073)

9,691)

1,417)
3,634)
(693)

69,823)

(35,920)
(7,317)
7,444)

444,219)
686)

(67,455)
(41,034)
336,415)

(202,800)
22,535)

3,514)
25,715)

(151,034)

186,453)
(329,774)

10,546)
(10,780)
(25,115)

(1,111)
(169,783)

-)
15,598)
79,480)

-)
¥  95,079)

Thousands of
U.S. dollars

(Note 3)

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
Years ended March 31, 2005 and 2004
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Notes to Consolidated Financial Statements

1. Summary of Significant Accounting  
Policies

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

The Company has prepared the consolidated
statements of shareholders’ equity and certain
additional financial information for the purpose of
inclusion in this report although such statements and
information are not customarily prepared in Japan.

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

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

(b) Principles of consolidation and accounting for
investments in unconsolidated subsidiaries and
affiliates
The accompanying consolidated financial statements
include the accounts of the Company and all companies
controlled directly or indirectly by the Company.
Companies over which the Company exercises
significant influence in terms of their operating and
financial policies have been included in the consolidated
financial statements on an equity basis.  All significant
intercompany balances and transactions have been
eliminated in consolidation.

The differences, not significant in amount, between
the cost and the underlying net equity of investments in
consolidated subsidiaries at the dates of acquisition are,
as a rule, amortized over a period of five years.

(c) Property, plant and equipment
Property, plant and equipment are generally stated at
cost.

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

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

(e) Marketable and investment securities
Marketable and investment securities are classified into
three categories depending on the holding purpose: 
i) trading securities, which are held for the purpose of
earning capital gains in the short-term, ii) held-to-
maturity debt securities, which a company has the
positive intent to hold unit maturity, and iii) other
securities, which are not classified as either of the
aforementioned categories.

Held-to-maturity debt securities are carried at
amortized cost.  Marketable securities classified as
other securities are carried at fair value with any
changes in unrealized holding gain or loss, net of the
applicable income taxes, included directly in
shareholders’ equity.  Non-marketable securities
classified as other securities are carried at cost.  Cost of
securities sold is determined by the moving average
method.

(f) Fuel and supplies
Fuel (oil, gas and coal) and supplies are stated at cost
determined by the average method.

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

(h) Employees’ retirement benefits
Accrued retirement benefits for employees have been
provided mainly at an amount calculated based on the
retirement benefit obligation and the fair value of the
pension plan assets at the year end, as adjusted for the
unrecognized actuarial gain or loss and unrecognized
prior service cost.

The retirement benefit obligation is attributed to
each period by the straight-line method over the
estimated remaining years of service of the eligible
employees.  Prior service cost is expensed as incurred.

Actuarial gain or loss is amortized in the year
following the year in which the gain or loss is
recognized primarily by the straight-line method over
periods (principally 1 year through 15 years) which are
shorter than the average remaining years of service of
the employees participating in the plan.

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

(i) Reserve for reprocessing costs of irradiated nuclear
fuel
The annual reserve for reprocessing costs of irradiated
nuclear fuel is provided at 60% of the amount which
would be required to reprocess all the nuclear fuel
irradiated plus a portion of the nuclear fuel under
irradiation.

(j) Reserve for decommissioning costs of nuclear power
units
The Company, as required by a regulatory authority
which is an advisory body to the Ministry of Economy,

Tohoku Electric Power Co., Inc. and Consolidated Subsidiaries
March 31, 2005
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Trade and Industry, records a reserve for
decommissioning costs of nuclear power units.
Provision is made for the cost of future disposition of
nuclear power units in proportion to the ratio of their
current generation of electric power to the estimated
total generation of electric power over the life of each
unit.

(k) Reserve for fluctuation in water levels
To offset fluctuation in income caused by varying water
levels, the Company and its consolidated subsidiaries
are required under the Electric Utility Law to record a
reserve for fluctuation in water levels.

( l ) Leases
The Company and its consolidated subsidiaries lease
certain equipment under noncancelable lease
agreements referred to as finance leases.  Finance
leases other than those which transfer the ownership of
the leased property to the lessee are accounted for as
operating leases.

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

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

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

(o) Derivatives and hedging transactions
The Company has entered into various derivatives
transactions in order to manage certain risk arising
from adverse fluctuation in foreign currency exchange
rates and interest rates.  Derivatives are carried at fair
value with any changes in unrealized gain or loss
charged or credited to operations, except for those
which meet the criteria for deferral hedge accounting
under which unrealized gain or loss is deferred as an
asset or a liability.  Receivables and payables hedged by
qualified derivatives are translated at the corresponding
foreign exchange contract rates.

(p) Appropriation of retained earnings
Under the Commercial Code of Japan, the
appropriation of retained earnings with respect to a
given financial year is made by resolution of the
shareholders at a general meeting held subsequent to
the close of the financial year.  The accounts for that
year do not, therefore, reflect such appropriations.  See
Note 19.

2. Accounting Change
In August 2002, the Business Accounting Council issued a
Statement of Opinion, “Accounting for Impairment of
Fixed Assets,” and in October 2003 the Accounting
Standards Board of Japan (ASB) issued ASB Guidance No.
6 “Guidance for Accounting Standard for Impairment of
Fixed Assets.”  These new accounting standards are
effective for fiscal years beginning on or after April 1, 2005
with early adoption permitted from the fiscal year ended
March 31, 2004.

The new standard requires that tangible and intangible
fixed assets be carried at cost less depreciation, and be
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an
asset may not be recoverable.  Companies are required to
recognize an impairment loss in their statement of income
or operations if certain indicators of asset impairment exist
and if the book value of an asset exceeds the undiscounted
sum of its future cash flows.  The standard states that
impairment losses should be measured as the excess of
the book value over the higher of (1) the fair market value
of the asset, net of disposition costs, and (2) the present
value of future cash flows arising from ongoing utilization
of the asset and from disposal of the asset after use.  The
standard covers land, factories, buildings and other forms
of property, plant and equipment as well as intangible
assets.  Fixed assets are to be grouped at the lowest level
for which there are identifiable cash flows independent of
the cash flows from other groups of assets.

Effective April 1, 2004, the Company and its
consolidated subsidiaries adopted the new standard.  The
effect of the adoption was to decrease income before
income taxes and minority interests by ¥7,012 million
($65,282 million) for the year ended March 31, 2005.

3. U.S. Dollar Amounts
Amounts in U.S. dollars are included solely for the
convenience of the reader.  The rate of ¥107.41 = U.S.$1.00,
the approximate rate of exchange in effect on March 31,
2005, has been used in translation.  The inclusion of such
amounts is not intended to imply that yen have been or
could be readily converted, realized or settled in U.S.
dollars at that or any other rate. 
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4. Property, Plant and Equipment
Property, plant and equipment at March 31, 2005 and 2004
are summarized as follows:

2005 2004 2005

Hydro power plant ¥   521,345 ¥   504,166 $ 4,853,784

Thermal power plant 1,754,380 1,726,420 16,333,488

Nuclear power plant 897,205 897,635 8,353,086

Transmission plant 1,337,590 1,327,277 12,453,123

Transformation plant 719,307 717,389 6,696,834

Distribution plant 1,165,526 1,180,355 10,851,187

General plant 400,183 419,680 3,725,751

Other 692,967 494,146 6,451,605

7,488,563 7,267,070 69,719,420

Construction work in 

progress 494,946 447,381 4,608,006

Total ¥ 7,983,453 ¥7,714,452 $ 74,326,906

Contributions in aid of construction, which were deducted
from the cost of property, plant and equipment at March
31, 2005 and 2004, were as follows:

2005 2004 2005

¥188,453 ¥182,226 $  1,754,520

5. Marketable Securities and Investment      
Securities

Held-to-maturity debt securities for which market prices
were available at March 31, 2004 were as follows:

Year ended March 31, 2004 

Securities whose fair value

exceeds their carrying value:

Bonds ¥ 3 ¥ 3 ¥ 0

Other securities for which market prices were available at
March 31, 2005 and 2004 were as follows:

Year ended March 31, 2005 

Securities whose carrying value

exceeds their acquisition cost:

Stock ¥  7,345 ¥ 23,097 ¥ 15,751

Securities whose acquisition cost

exceeds their carrying value:

Stock 101 73 (27)

Total ¥  7,447 ¥ 23,171 ¥ 15,723

Millions of yen
Thousands of
U.S. dollars

Carrying
value

Unrealized
gain

Market
value

Millions of yen

Year ended March 31, 2004 

Securities whose carrying value   

exceeds their acquisition cost:

Stock ¥  7,470 ¥ 23,262 ¥ 15,792

Securities whose acquisition cost  

exceeds their carrying value:

Stock 113 91 (22)

Total ¥  7,584 ¥ 23,354 ¥ 15,770

Year ended March 31, 2005 

Securities whose carrying value 

exceeds their acquisition cost:

Stock $68,382 $215,035 $146,643

Securities whose acquisition cost  

exceeds their carrying value:

Stock 940 679 (251)

Total $69,332 $215,724 $146,383

Sales of securities classified as other securities amounted
to ¥9,633 million ($89,684 thousand) with an aggregate
gain of ¥6,209 million ($57,806 thousand) and loss of ¥3
million ($27 thousand) for the year ended March 31, 2005.

Investment securities stated at cost at March 31, 2005 and
2004 were as follows:

2005 2004 2005

Held-to-maturity:

Unlisted foreign bonds ¥  2,000 ¥        - $  18,620

Municipal bonds 1,198 1,172 11,153

Other 10 - 93

Other securities:

Unlisted stocks 34,191 36,038 318,322

The redemption schedule for securities with maturity dates
classified as other securities and held-to-maturity debt
securities at March 31, 2005 and 2004 is summarized as
follows:

At March 31, 2005

Unlisted foreign bonds ¥- ¥ - ¥  - ¥2,000

Municipal bonds 73 395 340 388

Other 0 10 - -

Total ¥74 ¥405 ¥340 ¥2,388

Millions of yen
Thousands of
U.S. dollars

Acquisition
cost

Unrealized
gain (loss)

Carrying
value

Thousands of U.S. dollars

Millions of yen
Thousands of
U.S. dollars

Acquisition
cost

Unrealized
gain (loss)

Carrying
value

Millions of yen

Acquisition
cost

Unrealized
gain (loss)

Carrying
value

Millions of yen

Due after
five years
through 

ten years

Due after 
one year
through 

five years
Due in one
year or less

Due after
ten years

Millions of yen
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At March 31, 2004

Municipal bonds ¥73 ¥295 ¥347 ¥455

Bonds 3 - - -

Total ¥76 ¥295 ¥347 ¥455

At March 31, 2005

Unlisted foreign bonds $   - $     - $ - $18,620

Municipal bonds 679 3,677 3,165 3,612

Other 0 93 - -

Total $688 $3,770 $3,165 $22,232

6. Trade Notes Receivable and Amounts Due 
from Customers

Trade notes receivable and amounts due from customers at
March 31, 2005 and 2004 consisted of the following:

2005 2004 2005

Trade notes receivable 

and amounts due  

from customers ¥114,711) ¥105,667) $1,067,973)

Less allowance for  

uncollectible

receivables (1,227) (1,241) (11,423)

Total ¥113,484) ¥104,425) $1,056,549)

7. Short-Term Borrowings and 
Long-Term Debt

Short-term borrowings are principally secured.  The related
weighted-average interest rates for the years ended March
31, 2005 and 2004 were approximately 0.302% and 0.276%,
respectively.

At March 31, 2005 and 2004, long-term debt consisted
of the following:

2005 2004 2005

Bonds in yen due 

through 2018 ¥1,227,221) ¥1,254,500) $11,425,574)

Loans from banks and 

other financial

institutions due 

through 2022 803,597) 872,158) 7,481,584)

Other 311,180) 312,120) 2,897,123)

Subtotal 2,341,999) 2,438,779) 21,804,291)

Less current portion (286,609) (189,337) (2,668,364)

Total ¥2,055,389) ¥2,249,441) $19,135,918)

Long-term debt payments fall due subsequent to March 31,
2005 as follows:

Year ending March 31,

2006 ¥   286,609 $  2,668,364

2007 240,703 2,240,973

2008 286,080 2,663,439

2009 and thereafter 1,528,605 14,231,496

Total ¥2,341,999 $21,804,291

All assets of the Company are subject to certain statutory
preferential rights established to secure the bonds and
loans from The Development Bank of Japan.

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

Secured long-term debt at March 31, 2005 was as
follows:

Bonds ¥1,227,221 $11,425,574

Long-term loans 371,711 3,460,674

The assets of certain consolidated subsidiaries pledged as
collateral for the above long-term debt at March 31, 2005
were as follows:

Land ¥   12,986 $    120,901

Buildings 48,261 449,315

Machinery and equipment 35,211 327,818

Other 13,791 128,395

Total ¥ 110,251 $ 1,026,450

8. Retirement Benefit Plans
The Company and certain of its subsidiaries have defined
benefit plans, such as defined benefit pension plans,
funded non-contributory tax-qualified retirement pension
plans and a lump-sum retirement benefits plan, which
together cover substantially all full-time employees who
meet certain eligibility requirements.  Certain subsidiaries
have defined contribution plans.

The following table sets forth the funded and accrued
status of the plans, and the amounts recognized in the
consolidated balance sheets at March 31, 2005 and 2004 for
the Company’s and the consolidated subsidiaries’ defined
benefit plans:

Millions of
yen

Millions of
yen

Thousands of
U.S. dollars

Millions of
yen

Thousands of
U.S. dollars

Millions of yen
Thousands of
U.S. dollars

Thousands of
U.S. dollars

Millions of yen
Thousands of
U.S. dollars

Due after
five years
through 

ten years

Due after 
one year
through 

five years
Due in one
year or less

Due after
ten years

Thousands of U.S. dollars

Due after
five years
through 

ten years

Due after 
one year
through 

five years
Due in one
year or less

Due after
ten years

Millions of yen
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9. Income Taxes
The Company and consolidated subsidiaries are subjected
to several taxes based on earnings, which, in the aggregate,
resulted in a statutory tax rate of approximately 36% for
both 2005 and 2004.  Other major consolidated subsidiaries
are subject to several taxes based on earnings, which, in
the aggregate, resulted in statutory tax rates of
approximately 40% for both 2005 and 2004.

The significant components of deferred tax assets and
liabilities at March 31, 2005 and 2004 were as follows:

2005 2004 2005

Deferred tax assets:

Accrued retirement 

benefits ¥  92,861 ¥  81,326 $ 864,547

Deferred charges 21,231 20,362 197,663

Intercompany profits 35,939 20,921 334,596

Other 48,929 40,131 455,534

198,962 162,742 1,852,360

Valuation allowance (3,511) (5,242) (32,687)

Total deferred tax assets 195,450 157,500 1,819,662

Deferred tax liabilities:

Unrealized holding gain 

on other securities (5,730) (5,724) (53,346)

Other (3,357) (4,419) (31,254)

Total deferred tax

liabilities (9,087) (10,144) (84,601)

Net deferred tax assets ¥186,362 ¥147,356 $1,735,052

The effective tax rate reflected in the accompanying
consolidated statement of income for the year ended March
31, 2005 differs from the statutory tax rate for the following
reasons:

2005

Statutory tax rate 35.98%)

Effect of:

Valuation allowance (3.21)

Tax credits for IT 

investment and research 

and development costs (3.19)

Intercompany profits (1.94)

Other, net (0.35)

Effective tax rate 31.87%)

The difference between the effective tax rate reflected in the
accompanying consolidated statement of income for the
year ended March 31, 2004 and the statutory tax rate was
immaterial.

2005 2004 2005

Retirement benefit 

obligation ¥(511,797) ¥(495,783) $(4,764,891)

Plan assets at fair value 247,647 221,555 2,305,623

Unfunded retirement 

benefit obligation (264,150) (274,228) (2,459,268)

Unrecognized actuarial 

loss 5,296 31,643 49,306

Unrecognized prior 

service cost 2) -) 18)

Prepaid pension cost (700) -) (6,517)

Accrued retirement 

benefits ¥(259,551) ¥(242,585) $(2,416,450)

The components of retirement benefit expenses for the
years ended March 31, 2005 and 2004 are outlined as
follows:

2005 2004 2005

Service cost ¥17,321) ¥19,220) $161,260)

Interest cost 10,042) 11,300) 93,492)

Expected return on 

plan assets (388) (4,560) (3,612)

Amortization of 

unrecognized

actuarial loss 15,205) 18,518) 141,560)

Amortization of 

unrecognized 

prior service cost 0) (820) 0)

Contributions paid for  

defined contribution plans 699) -) 6,507)

Total ¥42,881) ¥43,658) $399,227)

The principal assumptions used in determining the
retirement benefit obligation and other components of the
Company’s and the consolidated subsidiaries’ plans are
shown below:

2005 2004

Discount rates 2.0% ~ 2.5% 2.0% ~ 2.5%

Expected rate of  
return on plan
assets 0.0% ~ 2.5% 1.5% ~ 2.5%

Period for amortization  
of unrecognized
prior service cost 1 year ~ 15years 1 year ~ 2 years

Period for amortization  
of unrecognized
actuarial loss 1 year ~ 15years 1 year ~ 10 years

Method of
allocation of
estimated
retirement
benefits Equally over the period Equally over the period

Millions of yen
Thousands of
U.S. dollars

Millions of yen
Thousands of
U.S. dollars

Millions of yen
Thousands of
U.S. dollars
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10. Retained Earnings
The Commercial Code of Japan (the “Code”) provides that
an amount equal to at least 10% of the amounts disbursed
as distributions of earnings be appropriated to the legal
reserve until the sum of the legal reserve and additional
paid-in capital equals 25% of the common stock account.
The Code stipulates that neither capital surplus nor the
legal reserve is available for dividends, but both may be
used to reduce or eliminate a deficit by resolution of the
shareholders or may be transferred to common stock by
resolution of the Board of Directors.  The Code also
stipulates that, to the extent that the sum of the additional
paid-in capital account and the legal reserve exceeds 25%
of the common stock account, the amount of any such
excess is available for appropriation by resolution of the
shareholders.

The legal reserve of ¥ 62,860 million ($585,234
thousand) was included in retained earnings in the
accompanying consolidated financial statements for the
year ended March 31, 2005.

11. Operating Expenses
Operating expenses in the electricity business for the years
ended March 31, 2005 and 2004 were as follows:

2005 2004 2005

Personnel ¥   171,683 ¥   175,554 $  1,598,389

Fuel 248,133 245,754 2,310,148

Purchased power 207,025 189,379 1,927,427

Maintenance 164,778 160,339 1,534,102

Depreciation 233,087 227,394 2,170,067

Taxes other than 

income taxes 91,529 92,049 852,145

Subcontracting fees 42,849 40,808 398,929

Other 130,738 134,378 1,217,186

Total ¥1,289,826 ¥1,265,658 $12,008,434

12. Research and Development Costs
Research and development costs for the years ended March
31, 2005 and 2004 were ¥10,342 million ($96,285 thousand)
and ¥9,538 million, respectively.

13. Leases
(a) Lessees’ accounting

The following pro forma amounts represent the
acquisition costs, accumulated depreciation and net
book value of the leased machinery and equipment at
March 31, 2005 and 2004, which would have been
reflected in the balance sheets if finance lease
accounting had been applied to the finance leases
currently accounted for as operating leases:

2005 2004 2005

Acquisition costs ¥9,860 ¥21,744 $91,797

Accumulated 

depreciation 7,189 13,494 66,930

Net book value ¥2,671 ¥  8,249 $24,867

For the years ended March 31, 2005 and 2004, lease
payments relating to finance leases accounted for as
operating leases amounted to ¥2,328 million ($21,673
thousand) and ¥4,520 million, respectively, which
equaled the depreciation expense of the leased assets
computed by the straight-line method over the
respective lease terms with no residual value.

Future minimum lease payments (including the
interest portion thereon) subsequent to March 31, 2005
for finance leases accounted for as operating leases are
summarized as follows:

2006 ¥1,542 $14,356

2007 and thereafter 1,503 13,993

Total ¥3,046 $28,358

Future minimum lease payments subsequent to March
31, 2005 for noncancelable operating leases are
summarized as follows:

2006 ¥  19 $   176

2007 and thereafter 121 1,126

Total ¥141 $1,312

(b) Lessor’s accounting
The following amounts represent the acquisition costs,
accumulated depreciation and net book value of the
leased assets relating to finance leases accounted for as
operating leases at March 31, 2005 and 2004:

2005 2004 2005

Acquisition costs ¥4,205 ¥18 $39,149

Accumulated 

depreciation 2,060 8 19,178

Net book value ¥2,145 ¥10 $19,970

For the years ended March 31, 2005 and 2004, lease
income relating to finance leases accounted for as
operating leases amounted to ¥607 million ($5,651
thousand) and ¥4 million, respectively.

For the years ended March 31, 2005 and 2004,

Millions of yen
Thousands of
U.S. dollars

Thousands of
U.S. dollars

Millions of yenYear ending March 31,
Thousands of
U.S. dollars

Millions of yenYear ending March 31,
Thousands of
U.S. dollars

Millions of yen
Thousands of
U.S. dollars

Millions of yen
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depreciation of assets leased under finance leases
accounted for as operating leases amounted to ¥541
million ($5,036 thousand) and ¥2 million, respectively.

Future minimum lease income (including the
interest portion thereon) subsequent to March 31, 2005
for finance leases accounted for as operating leases is
summarized as follows: 

2006 ¥   603 $  5,614

2007 and thereafter 1,219 11,349

Total ¥1,823 $16,972

14. Impairment Loss on Fixed Assets
For purposes of recognition and measurement of an
impairment loss, fixed assets are grouped as follows: All
fixed assets utilized in the electric utility business are
treated as a single group because all assets used in
generation of electricity through sales activities are
integrated to general cash flows.  No impairment loss was
recognized for this asset group as any indicators of asset
impairment existed.  Fixed assets utilized in the
construction business are grouped by unit such as business
office for which cash flows independent of those of other
assets can be identified.  Fixed assets utilized in the thermal
utility business are grouped by business area as identifiable
cash flows independent of the cash flows of other assets
are generated by business area.  For fixed assets other than
those mentioned above, an impairment loss is recognized
and measured by asset.

For the year ended March 31, 2005, the Company and
its consolidated subsidiaries recognized impairment loss on
fixed assets in the amount of ¥7,012 million ($65,282
thousand), of which ¥6,769 million ($63,020 thousand) was
on property, plant, and equipment and ¥243 million ($2,262
thousand) was on long-term investments.  Among others,
significant impairment loss in the amount of ¥3,419 million
($31,831 thousand) was recognized on land.  The Company
purchased the land for power plant site but the construction
of the power plant was cancelled due to the changes in
surrounding conditions.  Consequently, it seemed hard to
recover the book value of the land and then the Company
recognized the impairment loss to reduce the book value to
the recoverable amount which was measured at fair value
less cost to sell.  The fair value was computed based on the
amount used in calculation of fixed property tax.

15. Contingent Liabilities
At March 31, 2005, the Company and its consolidated
subsidiaries were contingently liable as co-guarantors of
loans of other companies, primarily in connection with the
procurement of fuel, in the amount of ¥124,978 million
($1,163,560 thousand), and as guarantors of employees’
housing loans in the amount of ¥2,175 million ($20,249
thousand).

At March 31, 2005, the Company assigned to a bank its
obligation to make payments of its bonds amounting to
¥80,000 million ($744,809 thousand) in the aggregate plus
interest on the principal of its bonds due through 2014 at
rates ranging from 4.65% to 5.00%.  In this connection, the
Company made a deposit with the bank in fulfillment of the
related obligation.  The deposit and the bonds have thus
been excluded from the accompanying consolidated

Millions of yenYear ending March 31,
Thousands of
U.S. dollars

balance sheet at March 31, 2005.

16. Amounts Per Share
Basic net income per share is computed based on the net
income available for distribution to shareholders of
common stock and the weighted-average number of shares
of common stock outstanding during the year. Diluted net
income per share is computed based on the net income
available for distribution to the shareholders and the
weighted-average number of shares of common stock
outstanding during the year assuming full conversion of the
convertible bonds, and net assets per share are computed
based on the net assets available for distribution to the
shareholders and the number of shares of common stock
outstanding at the year end.

The amounts per share for the years ended March 31,
2005 and 2004 were as follows:

Year ended March 31, 2005 2004 2005

Net income:

Basic ¥  113.36 ¥ 101.44 $1.055

Diluted - - -

Cash dividends

applicable to the year 50.00 50.00 0.465

At March 31, 2005 2004 2005

Net assets ¥1,861.97 ¥1,743.22 $17.335

Since either the Company or its consolidated subsidiary did
not have potentially dilutive securities at March 31, 2005
and 2004, diluted net income per share was not disclosed.

17. Derivatives
The Company utilizes forward foreign exchange contracts
solely in order to hedge against the risk of fluctuation in
foreign currency exchange rates and to stabilize its future
cash flows relating to debts denominated in foreign
currencies relating to its operations.

The Company also utilizes currency swaps for the
purpose of hedging its exposure to adverse fluctuation in
foreign exchange rates and to manage its future cash flows
relating to the principal and interest payments on bonds
denominated in foreign currencies.

The Company also utilizes interest-rate swaps to hedge
its exposure to adverse fluctuation in interest rates and to
manage its future cash flows relating to the principal and
interest payments on bonds.

A certain consolidated subsidiary also utilizes weather
derivatives for the purpose of hedging its electric power
business risk which fluctuates with changes in wind power.

The Company has entered into various derivatives
transactions solely in order to hedge against certain risks in
compliance with its internal policies.  The Company does
not utilize derivatives for speculative trading purposes.

The Company is exposed to the risk of credit loss in the
event of nonperformance by the counterparties to these
derivatives positions, but considers the risk of any such loss
to be minimal because the Company enters into derivatives
transactions only with financial institutions which have high
credit ratings.

The Company enters into, monitors and manages its
derivatives positions based on its own internal policies.

U.S. dollarsYen

U.S. dollarsYen
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18. Segment Information
The segment information of the Company and its consolidated subsidiaries for the years ended March 31, 2005 and 2004 is
summarized as follows:

Net sales:

(1) Net sales to outside customers ¥  1,444,726 ¥108,191 ¥   58,543 ¥1,611,461 ¥ –) ¥ 1,611,461

(2) Net intersegment sales 2,128 124,637 121,065 247,831 (247,831) –

Total 1,446,855 232,829 179,609 1,859,293 (247,831) 1,611,461

Operating expenses 1,300,225 226,451 168,937 1,695,614 (248,102) 1,447,511

Operating income ¥  146,630 ¥ 6,377 ¥ 10,671 ¥  163,679 ¥ 270) ¥  163,950

Total assets ¥ 3,760,309 ¥230,565 ¥ 382,037 ¥4,372,911 ¥ (250,434) ¥ 4,122,476

Depreciation ¥   250,302 ¥ 4,060 ¥ 30,120 ¥  284,483 ¥ (7,650) ¥ 276,832

Impairment loss on fixed assets ¥  5,235 ¥ 259 ¥ 1,517 ¥ 7,012 ¥ –) ¥  7,012

Capital expenditures ¥  230,661 ¥ 3,644 ¥ 19,199 ¥  253,505 ¥ 7,711) ¥  245,794

Consolidated
total

Eliminations of
intersegment
transactions
or corporateTotalOther

Construc-
tion

business

Electric
utility

business

Net sales:

(1) Net sales to outside customers ¥ 1,438,675 ¥ 94,035 ¥ 30,041 ¥1,562,752 ¥  –) ¥ 1,562,752

(2) Net intersegment sales 1,156 107,093 40,887 149,137 (149,137) –

Total 1,439,831 201,128 70,929 1,711,889 (149,137) 1,562,752

Operating expenses 1,271,506 195,820 66,072 1,533,399 (149,609) 1,383,790

Operating income ¥ 168,324 ¥ 5,308 ¥ 4,856 ¥ 178,489 ¥   472) ¥ 178,962

Total assets ¥ 3,800,039 ¥212,819 ¥ 204,146 ¥ 4,217,005 ¥ (121,561) ¥ 4,095,444

Depreciation ¥ 240,808 ¥ 3,914 ¥ 20,763 ¥ 265,487 ¥ (4,332) ¥    261,154

Capital expenditures ¥ 190,081 ¥ 3,051 ¥ 9,414 ¥ 202,547 ¥ (4,233) ¥   198,313

Net sales:

(1) Net sales to outside customers $13,450,572 $1,007,271 $   545,042 $15,002,895 $  –) $15,002,895

(2) Net intersegment sales 19,811 1,160,385 1,127,129 2,307,336 (2,307,336) –

Total 13,470,393 2,167,665 1,672,181 17,310,241 (2,307,336) 15,002,895

Operating expenses 12,105,250 2,108,286 1,572,823 15,786,369 (2,309,859) 13,476,501

Operating income $  1,365,142 $     59,370 $     99,348 $  1,523,871 $   2,513) $  1,526,394

Total assets $35,008,928 $2,146,587 $3,556,810 $40,712,326 $(2,331,570) $38,380,746

Depreciation $  2,330,341 $     37,799 $   280,420 $  2,648,570 $ (71,222) $  2,577,339

Impairment loss on fixed assets $       48,738 $       2,411 $     14,123 $       65,282 $  –) $       65,282

Capital expenditures $  2,147,481 $     33,926 $   178,744 $  2,360,161 $   71,790) $  2,288,371

19. Subsequent Event
The following appropriations of retained earnings, which have not been reflected in the accompanying consolidated financial
statements, were approved at a meeting of the shareholders of the Company held on June 29, 2005:

Year-end cash dividends (¥25 = U.S.$0.232 per share) ¥12,479 $116,180

Bonuses to directors and corporate auditors 120 1,117

Consolidated
total

Eliminations of
intersegment
transactions
or corporateTotalOther

Construc-
tion

business

Electric
utility

business

Consolidated
total

Eliminations of
intersegment
transactions
or corporateTotalOther

Construc-
tion

business

Electric
utility

business

Millions of yen
Thousands of
U.S. dollars

Millions of yen

Millions of yen

Thousands of U.S. dollars

Year ended March 31, 2004

Year ended March 31, 2005

Year ended March 31, 2005



Report of Independent Auditors ANNUAL REPORT 2005

35



Non-Consolidated Balance Sheets

36

Assets

Property, plant and equipment (Notes 4 and 13)
Less accumulated depreciation

Property, plant and equipment, net (Note 6)

Nuclear fuel:
Loaded nuclear fuel
Nuclear fuel under processing

Total nuclear fuel

Investments in and advances to:
Subsidiaries and affiliates (Notes 6 and 7)
Other (Note 6)

Total investments and advances

Deferred income taxes (Note 8)

Other assets (Note 6)

Current assets:
Cash (Note 6)
Amounts due from customers, less allowance

for uncollectible receivables (Notes 5 and 6)
Fuel and supplies (Note 6)
Deferred income taxes (Note 8)
Other current assets (Note 6)

Total current assets

Total assets

See notes to non-consolidated financial statements.

¥ 7,310,744)
(4,219,010)
3,091,733)

41,433)
96,492)

137,925)

183,951)
64,348)

248,299)

114,326)

2,562)

37,006)

77,873)
21,812)

9,747)
16,694)

163,134)

¥ 3,757,983)

2005 20052004

Millions of yen

Thousands of
U.S. dollars

(Note 3)

¥ 7,178,787)
(4,017,029)
3,161,758)

23,939)
107,958)
131,898)

184,083)
67,639)

251,722)

103,492)

1,903)

36,497)

75,325)
22,218)

9,235)
20,271)

163,548)

¥ 3,814,323)

$ 68,063,904)
(39,279,489)
28,784,405)

385,746)
898,352)

1,284,098)

1,712,605)
599,087)

2,311,693)

1,064,388)

23,852)

344,530)

725,006)
203,072)
90,745)

155,423)
1,518,797)

$ 34,987,273)

Tohoku Electric Power Co., Inc.
March 31, 2005 and 2004
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Liabilities and shareholders’ equity

Long-term debt (Note 6)

Accrued retirement benefits

Reserve for reprocessing costs of irradiated nuclear fuel

Reserve for decommissioning costs of nuclear power units

Reserve for exhibition at EXPO 2005 in Aichi

Current liabilities:
Short-term borrowings
Current portion of long-term debt (Note 6)
Commercial paper
Accounts payable
Accrued income taxes (Note 8)
Accrued expenses
Reserve for exhibition at EXPO 2005 in Aichi
Other current liabilities

Total current liabilities

Reserve for fluctuation in water levels

Contingent liabilities (Note 14)

Shareholders’ equity:
Common stock, without par value:

Authorized –  1,000,000,000 shares
Issued –     502,882,585 shares

Capital surplus
Legal reserve (Note 10)
Retained earnings (Notes 9 and 10)
Net unrealized holding gain on securities
Treasury stock, at cost; 574,776 shares in 2005 and
305,101 shares in 2004

Total shareholders’ equity

Total liabilities and shareholders’ equity

See notes to non-consolidated financial statements.

¥ 1,946,398)

214,095)

101,291)

32,744)

–)

43,720)
254,221)
92,000)

101,400)
18,556)
39,944)

147)
61,444)

611,435)

12,566)

251,441)
26,657)
62,860)

491,208)
8,325)

(1,041)
839,452)

¥3,757,983)

2005 20052004

Millions of yen

Thousands of
U.S. dollars

(Note 3)

¥2,151,186)

205,391)

92,822)

30,316)

98)

63,620)
166,471)

98,000)
57,893)
15,736)
38,799)

–)
63,130)

503,652)

10,362)

251,441)
26,657)
62,860)

470,733)
9,340)

(538)
820,494)

¥3,814,323)

$ 18,121,199)

1,993,250)

943,031)

304,850)

–)

407,038)
2,366,828)

856,531)
944,046)
172,758)
371,883)

1,368)
572,051)

5,692,533)

116,990)

2,340,945)
248,179)
585,234)

4,573,205)
77,506)

(9,691)
7,815,398)

$34,987,273)
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Operating revenues

Operating expenses (Note 11):
Personnel expenses
Fuel
Purchased power
Maintenance
Depreciation
Taxes other than income taxes
Subcontracting fees
Other

Operating income

Other expenses (income):
Interest and dividend income
Interest expense
Loss on natural disasters
Impairment loss on fixed assets (Note 13)
Loss on discontinuance of power plant 
construction
Other, net

Income before special item and income taxes

Special item:
Provision for reserve for fluctuation in

water levels
Income before income taxes

Income taxes (Note 8):
Current
Deferred

Net income (Note 15)

See notes to non-consolidated financial statements.

¥1,455,336)

169,831)
248,713)
233,442)
162,638)
234,967)

85,510)
44,866)

130,355)
1,310,326)

145,009)

(1,286)
49,997)
3,021)
6,156)

3,985)
9,851)

71,725)
73,284)

2,204)
71,079)

36,132)
(10,775)
25,357)

¥     45,721)

2005 20052004

Millions of yen

Thousands of
U.S. dollars

(Note 3)

¥1,447,607)

174,058)
244,700)
211,646)
158,430)
227,681)

86,309)
42,819)

134,892)
1,280,539)

167,068)

(1,225)
67,036)

–)
–)

23,073)
3,439)

92,323)
74,744)

3,631)
71,113)

32,768)
(9,712)
23,056)

¥     48,056)

$13,549,352)

1,581,147)
2,315,547)
2,173,373)
1,514,179)
2,187,570)

796,108)
417,707)

1,213,620)
12,199,292)

1,350,051)

(11,972)
465,478)

28,125)
57,313)

37,100)
91,713)

667,768)
682,282)

20,519)
661,754)

336,393)
(100,316)
236,076)

$     425,668)

Tohoku Electric Power  Co., Inc.
Years ended March 31, 2005 and 2004
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Non-Consolidated Statements of Shareholders’ Equity

Number of
shares of
common

stock
Common

stock
Capital
surplus

Legal 
reserve

Retained
earnings

Net unrealized
holding gain 
on securities

Treasury 
stock, at cost

Balance at March 31, 2003
Surplus from sales of 

treasury stock
Bonuses to directors and 

corporate auditors
Cash dividends paid
Net income for the year 

ended March 31, 2004
Net change during

the year
Balance at March 31, 2004

Bonuses to directors and 
corporate auditors

Cash dividends paid
Net income for the year 

ended March 31, 2005
Net change during

the year
Balance at March 31, 2005

502,882,585)

502,882,585)

502,882,585)

¥251,441)

251,441)

¥251,441)

¥26,497)

160)

26,657)

¥26,657)

¥62,860)

62,860)

¥62,860)

¥447,935)

(130)
(25,129)

48,056)

470,733)

(120)
(25,127)

45,721)

¥491,208)

¥ 1,790)

7,550)
9,340)

(1,014)
¥ 8,325)

¥   (470)

(67)
(538)

(502)
¥(1,041)

Millions of yen

Thousands of U.S. dollars (Note 3)

Common
stock

Capital
surplus

Legal 
reserve

Retained
earnings

Net unrealized
holding gain 
on securities

Treasury 
stock, at cost

Balance at March 31, 2004
Bonuses to directors and 

corporate auditors
Cash dividends paid
Net income for the year 

ended March 31, 2005
Net change during

the year
Balance at March 31, 2005

$2,340,945)

$2,340,945)

$248,179)

$248,179)

$585,234)

$585,234)

$4,382,580)

(1,117)
(233,935)

425,668)

$4,573,205)

$86,956)

(9,440)
$77,506)

$(5,008)

(4,673)
$(9,691)

See notes to non-consolidated financial statements.

Tohoku Electric Power  Co., Inc.
Years ended March 31, 2005 and 2004
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Contributions in aid of construction, which were deducted
from the cost of property, plant and equipment at March 31,
2005 and 2004, were as follows:

4. Property, Plant and Equipment
Property, plant and equipment at March 31, 2005 and 2004
are summarized as follows:

5. Amounts Due from Customers
Amounts due from customers, less allowance for
uncollectible receivables at March 31, 2005 and 2004
consisted of the following:

3. U.S. Dollar Amounts
Amounts in U.S. dollars are included solely for the
convenience of the reader.  The rate of ¥107.41 = U.S.$1.00,
the approximate rate of exchange in effect on March 31,
2005, has been used in translation.  The inclusion of such
amounts is not intended to imply that yen have been or
could be readily converted, realized or settled in U.S.
dollars at that or any other rate.

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

The Company has prepared the non-consolidated
statements of shareholders’ equity and certain additional
financial information for the purpose of inclusion in this
report although such statements and information are not
customarily prepared in Japan.

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

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

The accompanying non-consolidated financial
statements have been prepared on the same basis as the
accounting policies discussed in Note 1 to the consolidated
financial statements except that these financial statements
relate to the Company only, with investments in
subsidiaries and affiliates being stated substantially at cost.

2. Accounting Change
In August 2002, the Business Accounting Council issued a
Statement of Opinion, “Accounting for Impairment of Fixed
Assets,” and in October 2003 the Accounting Standards
Board of Japan (ASB) issued ASB Guidance No. 6
“Guidance for Accounting Standard for Impairment of
Fixed Assets.”  These new accounting standards are
effective for fiscal years beginning on or after April 1, 2005
with early adoption permitted from the fiscal year ended
March 31, 2004.

The new standard requires that tangible and intangible
fixed assets be carried at cost less depreciation, and be
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset
may not be recoverable.  Companies are required to
recognize an impairment loss in their statement of income
or operations if certain indicators of asset impairment exist
and if the book value of an asset exceeds the undiscounted
sum of its future cash flows.  The standard states that
impairment losses should be measures as the excess of the
book value over the higher of (1) the fair market value of
the asset, net of disposition costs, and (2) the present value
of future cash flows arising from ongoing utilization of the
asset and from disposal of the asset after use.  The
standard covers land, factories, buildings and other forms
of property, plant and equipment as well as intangible
assets.  Fixed assets are to be grouped at the lowest level
for which there are identifiable cash flows independent of
the cash flows from other groups of assets.

Effective April 1, 2004, the Company adopted the new
standard.  The effect of the adoption was to decrease
income before income taxes by ¥6,156 million ($57,313
million) for the year ended March 31, 2005.

Tohoku Electric Power  Co., Inc.
March 31, 2005

Amounts due from

customers

Less allowance for 

uncollectible

receivables

Total

¥78,277)

(404)

¥77,873)

¥75,720)

(395)

¥75,325)

$728,768)

(3,761)

$725,006)

2005 20052004

Millions of yen
Thousands of
U.S. dollars 

Hydro power plant

Thermal power plant

Nuclear power plant

Internal combustion

power plant

Transmission plant

Transformation plant

Distribution plant

General plant

Property leased

to others

Other

Construction work

in progress

Total

¥   473,692)

1,574,779)

899,654)

26,564)

1,369,847)

747,577)

1,256,054)

424,217)

501)

22,533)

6,795,424)

515,319)

¥7,310,744)

¥   472,516)

1,573,681)

899,153)

26,435)

1,352,395)

731,640)

1,228,505)

426,102)

501)

23,088)

6,734,022)

444,765)

¥7,178,787)

$  4,410,129)

14,661,381)

8,375,886)

247,314)

12,753,440)

6,960,031)

11,694,013)

3,949,511)

4,664)

209,784)

63,266,213)

4,797,681)

$68,063,904)

2005 20052004

Millions of yen
Thousands of
U.S. dollars 

¥178,766) ¥175,230) $1,664,332)

2005 20052004

Millions of yen
Thousands of
U.S. dollars 
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Appropriated retained 

earnings:

Reserve for loss on overseas

investments (see Note 9)

Reserve for cost

fluctuation adjustments

Reserve for general

purposes

Unappropriated

retained earnings

Total

6. Assets Pledged as Collateral
All assets of the Company are subject to certain statutory
preferential rights established to secure the bonds and
loans from The Development Bank of Japan.

Secured long-term debt at March 31, 2005 was as
follows:

7. Securities
The carrying and market value of the common stock of Yurtec
Corp., a subsidiary, included in investments in and advances to
subsidiaries and affiliates at March 31, 2005 and 2004 are
summarized as follows:

Carrying value

Market value

Unrealized gain

¥  5,978)

24,265)

¥18,286)

¥  5,978)

17,933)

¥11,954)

$  55,655)

225,910)

$170,244)

2005 20052004

Millions of yen
Thousands of
U.S. dollars 

¥         26)

103,000)

286,400)

101,781)

¥491,208)

¥         27)

103,000)

264,400)

103,305)

¥470,733)

$          242)

958,942)

2,666,418)

947,593)

$4,573,205)

2005 20052004

Millions of yen
Thousands of
U.S. dollars 

Statutory tax rate

Effect of:

Expenses permanently not

deductible for income tax purposes

Inhabitants’ taxes per capita

Tax credit for IT investment

Tax credit for research and development costs

Other, net

Effective tax rate

36.0%)

0.5)

0.1)

(2.9)

(1.2)

(0.1)

32.4%)

2004

Bonds

Long-term loans

¥1,228,421)

307,270)

$11,436,747)

2,860,720)

Millions of
yen

Thousands of
U.S. dollars

10. Legal Reserve and Retained Earnings
The Commercial Code of Japan (the “Code”) provides that
an amount equal to at least 10% of the amounts disbursed
as distributions of earnings be appropriated to the legal
reserve until the sum of the legal reserve and additional
paid-in capital equals 25% of the common stock account.
The Code stipulates that neither capital surplus nor the
legal reserve is available for dividends, but both may be
used to reduce or eliminate a deficit by resolution of the
shareholders or may be transferred to common stock by
resolution of the Board of Directors.  The Code also
stipulates that, to the extent that the sum of the additional
paid-in capital account and the legal reserve exceeds 25%
of the common stock account, the amount of any such
excess is available for appropriation by resolution of the
shareholders.

Retained earnings at March 31, 2005 and 2004 consisted
of the following:

Deferred tax assets:

Accrued retirement 

benefits

Deferred charges

Other

Valuation allowance

Total deferred tax assets

Deferred tax liabilities:

Unrealized holding gain

on securities

Other

Total deferred

tax liabilities

Net deferred tax assets

¥  74,011)

21,101)

35,529)

130,642)

(1,883)

128,759)

(4,680)

(4)

(4,685)

¥124,073)

¥  67,859)

20,323)

29,812)

117,995)

–)

117,995)

(5,253)

(14)

(5,267)

¥112,727)

$   689,051)

196,452)

330,779)

1,216,292)

(17,530)

1,198,761)

(43,571)

(37)

(43,617)

$1,155,134)

2005 20052004

Millions of yen
Thousands of
U.S. dollars 

8. Income Taxes
The Company is subject to corporation and inhabitants’
taxes based on earnings, which, in the aggregate, resulted
in a statutory tax rate of approximately 36% for both 2005
and 2004.

The significant components of the Company’s deferred
tax assets and liabilities at March 31, 2005 and 2004 were as
follows:

9. Tax Deferral Purpose Reserves
Retained earnings appropriated for tax deferral purpose
reserves, which are subaccounts within retained earnings,
are stated in accordance with the Special Taxation
Measures Law and the Commercial Code.  The reserves are
deducted from taxable income when provided and reversed
to taxable income in subsequent years, which results in a
deferral of income tax payment.  See Note 10.

11. Research and Development Costs
Research and development costs for the years ended March
31, 2005 and 2004 were ¥9,311 million ($86,686 thousand)
and ¥9,031 million, respectively.

The difference between the effective tax rate reflected in the
accompanying statement of income for the year ended
March 31, 2005 and the statutory tax rate was immaterial.

The effective tax rate reflected in the accompanying
statement of income for the year ended March 31, 2004
differs from the statutory tax rate for the following reasons:
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14. Contingent Liabilities
At March 31, 2005, the Company was contingently liable as
a co-guarantor of loans of other companies, primarily in
connection with the procurement of fuel, in the amount of
¥141,016 million ($1,312,875 thousand), and as guarantor of
employees’ housing loans in the amount of ¥2,105 million
($19,597 thousand).

At March 31, 2005, the Company assigned to a bank its
obligation to make payments of its bonds amounting to
¥80,000 million ($744,809 thousand) in the aggregate plus
interest on the principal of its bonds due through 2014 at
rates ranging from 4.65% to 5.00%.  In this connection, the
Company made a deposit with the bank in fulfillment of the
related obligation.  The deposit and the bonds have thus
been excluded from the accompanying non-consolidated
balance sheet at March 31, 2005.

15. Amounts Per Share
Basic net income per share is computed based on the net
income available for distribution to shareholders of
common stock and the weighted-average number of shares
of common stock outstanding during the year. Diluted net
income per share is computed based on the net income
available for distribution to the shareholders and the
weighted-average number of shares of common stock
outstanding during the year assuming full conversion of the
convertible bonds, and net assets per share are computed
based on the net assets available for distribution to the
shareholders and the number of shares of common stock
outstanding at the year end.

The amounts per share for the years ended March 31,
2005 and 2004 were as follows:

13. Impairment Loss on Fixed Assets
For purposes of recognition and measurement of an
impairment loss, fixed assets are grouped as follows: All
fixed assets utilized in the electric utility business are
treated as a single group because all assets used in
generation of electricity through sales activities are
integrated to generate cash flows.  No impairment loss was
recognized for this asset group as any indicators of asset
impairment existed.  Fixed assets utilized in the thermal
utility business are grouped by business area as identifiable
cash flows independent of the cash flows of other assets
are generated by business area.  For fixed assets other than
those mentioned above, an impairment loss is recognized
and measured by asset.

For the year ended March 31, 2005, the Company
recognized impairment loss on fixed assets in the amount
of ¥6,156 million ($57,313 thousand).  Among others,
significant impairment loss in the amount of ¥3,419 million
($31,831 thousand) was recognized on land.  The Company
purchased the land for power plant site but the construction
of the power plant was cancelled due to the changes in
surrounding conditions.  Consequently, it seemed hard to
recover the book value of the land and then the Company
recognized the impairment loss to reduce the book value to
the recoverable amount which was measured at fair value
less cost to sell.  The fair value was computed based on the
amount used in calculation of fixed property tax. 

2006

2007 and thereafter

Total

Acquisition costs

Accumulated depreciation

Net book value

¥19,892)

9,293)

¥10,598)

¥19,950)

10,602)

¥  9,348)

$185,196)

86,518)

$  98,668)

2005 20052004

Millions of yen
Thousands of
U.S. dollars 

¥  3,272)

7,325)

¥10,598)

$30,462)

68,196)

$98,668)

Millions of
yenYear ending March 31,

Thousands of
U.S. dollars 

12. Leases
The following pro forma amounts represent the acquisition
costs, accumulated depreciation and net book value of the
leased machinery and equipment at March 31, 2005 and
2004, which would have been reflected in the balance
sheets if finance lease accounting had been applied to the
finance leases currently accounted for as operating leases:

For the years ended March 31, 2005 and 2004, lease
payments relating to finance leases accounted for as
operating leases amounted to ¥3,611 million ($33,618
thousand) and ¥3,889 million, respectively, which equaled
the depreciation expense of the leased assets computed by
the straight-line method over the respective lease terms
with no residual value.

Future minimum lease payments (including the interest
portion thereon) subsequent to March 31, 2005 for finance
leases accounted for as operating leases are summarized as
follows: 

Since the Company did not have potentially dilutive
securities at March 31, 2005 and 2004, diluted net income
per share was not disclosed.

Net income:

Basic

Diluted

Cash dividends

applicable to the year

¥90.75)

–)

50.00)

¥95.63)

–)

50.00)

$0.844)

–)

0.465)

2005 20052004

Yen

Year ended March 31,

U.S. dollars 

Net assets ¥1,670.95) ¥1,632.33) $15.556)

2005 20052004

Yen

At March 31,

U.S. dollars 
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Year-end cash dividends

(¥25 = U.S.$0.232 per share)

Bonuses to directors and corporate 

auditors

16. Derivatives
The Company utilizes forward foreign exchange contracts
solely in order to hedge against the risk of fluctuation in
foreign currency exchange rates and to stabilize its future
cash flows relating to debts denominated in foreign
currencies relating to its operations.

The Company also utilizes currency swaps for the
purpose of hedging its exposure to adverse fluctuation in
foreign exchange rates and to manage its future cash flows
relating to the principal and interest payments on bonds
denominated in foreign currencies.

The Company also utilizes interest-rate swaps to hedge
its exposure to adverse fluctuation in interest rates and to
manage its future cash flows relating to the principal and
interest payments on bonds.

The Company has entered into various derivatives
transactions solely in order to hedge against certain risks in
compliance with its internal policies.  The Company does
not utilize derivatives for speculative trading purposes.

The Company is exposed to the risk of credit loss in the
event of nonperformance by the counterparties to these
derivatives positions, but considers the risk of any such loss
to be minimal because the Company enters into derivatives
transactions only with financial institutions which have high
credit ratings.

The Company enters into, monitors and manages its
derivatives positions based on its own internal policies.

17. Subsequent Event
The following appropriations of retained earnings, which
have not been reflected in the accompanying non-
consolidated financial statements, were approved at a
meeting of the shareholders of the Company held on June
29, 2005:

¥12,479)

120)

$116,180)

1,117)

Millions 
of yen

Thousands of
U.S. dollars 
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Addendum

The Tohoku region, which is the service area of Tohoku
Electric Power Co., Inc., represents 21% of the total area

of Japan. It is an expansive region full of development
potential.

As for demand from large-scale industrial customers, the
materials production industry’s share fell to 35.8% in FY 2004
from 77.5% in FY 1973, while the processing/assembly
industry’s share rose to 64.2% in FY 2004 from 22.5% in FY
1973. These shifts were caused not only by changes in the
Japanese industrial structure in the aftermath of the oil crisis
but also by Tohoku’s resources (such as land, water, and labor)
that served as a magnet for advanced industries, including the
electrical machinery industry.

Turning to the current industrial structure of the Tohoku
region, the electrical machinery industry accounts for more
than 30% of industrial sales, well exceeding an equivalent
share in the nationwide total. In addition, the proportion of
plant construction in the Tohoku region to the national total
constantly averages around 20%, uniquely including many of
the most advanced plants. Therefore, the stock vintage (the
average age of plants and equipment) of manufacturing
industries in the Tohoku region is young and new compared
to the national average, which constitutes a comparative
regional advantages in productivity and stronger resistance
against cyclical changes or an economic slowdown.

Furthermore, the Company reaps benefits from a demand
profile typical of colder districts, where the difference between
peaks and troughs is relatively small and which provides the
strength of high-capacity factors of installed generation
facilities.

Characteristics of the Tohoku Region
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The ratio of plant construction in the Tohoku region continues to stand at 20% level, 
with its unique feature of a large presence of highly advanced plants.

0% 20% 40% 60% 80% 100%

Japan

Tohoku

Electrical machinery
Transportation machinery
General machinery
Food products
Chemicals
Metal products
Nonferrous metals
Others

Value of Manufactured Goods Shipments by Sector (Tohoku/Japan) for 2003

The share of electrical machinery in the Tohoku region exceeds 30% and is uniquely 
larger than that in the entire Japan.

17.5% 18.2% 9.5% 8.3% 8.5% 4.8% 31.0%

31.2% 5.3% 7.3% 11.9% 6.1% 5.5% 30.8%

2.1%

2.0%

Surface Area Population Gross Output Value of Manufactured
Goods Shipments

Total surface area
377.907 km2

Tohoku
21.0%

Tohoku
9.5%

Total Population
127.687 million

Tohoku
8.4%

Total gross output
¥497.5 trillion

Tohoku
7.5%

Total value of
manufactured goods

shipments
¥273.7 trillion

The surface area of the Toho-
ku region is approx. 
80,000km2 ,occupying one 
fifth of Japan. It is almost the 
size of Austria.

The regional population of 
approx. 12 million represents 
one tenth of the national to-
tal, exceeding the total popu-
lation of Greece. 

The regional gross output is 
¥41.7 trillion (US$389 billion), 
which is almost equal to the 
Netherlands figure.

The value of manufactured 
goods shipments of the To-
hoku region is ¥20.4 trillion 
(US$191billion) and accounts 
for 7.5% of the national total.

Socioeconomic Aspects
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Due to the electricity consumption pattern typical of cold districts where the difference between peaks 
and troughs is relatively small, Tohoku EPCo has high load factors.

Annual Load Factor

Total of 10 Japanese EPCos
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Changes in Composition Ratios of the Processing/Assembly Industry and the Intermediate 
Products Industry in Large Industrial Customers in the Tohoku Region

As for the Company's Large-scale Industrial customers, the share of the intermediate products
industry fell in FY 2004 to 35.8% from 77.5% of the FY 1973 level, while the share of the
processing/assembly industry in FY 2004 rose to 64.2% from 22.5% in FY 1973.

(28.5)
(21.6)

53.2

(11.6)
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29.2

46.860.570.877.5

(3.7)

22.5

The processing and assembly industry: B+C (C=Machines)

The intermediate products industry: A 37.7
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35.935.436.0 35.9
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64.164.664.0 64.1

35.8
A

(31.5)
C
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Electric Power Sales to Large-Scale Industrial Customers by Segment (FY2004)

A large share occupied by the machinery and equipment manufacturing industry
and nonferrous metal industry is a feature unique to Tohoku EPCo.

Mining
Food products
Textiles
Pulp/Paper
Chemicals
Ceramics
Steel
Nonferrous metals
Machinery and
equipment manufacturing
Railway
Others0%
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Tohoku
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4.9% 19.4%5.6%31.4%10.8%12.2%3.3%7.7%3.7%

0.6%0.4%

23.0%7.0%26.7%5.0%13.6%4.0%10.0%3.7%
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(FY)

Electric Power Business
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Tohoku Electric Power in Comparison with 10 Japanese Electric Power Companies
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Company

Tousei Kougyo Co., Inc.

Sakata Kyodo Power Co., Ltd.

Tohoku Natural Energy Development Co., Ltd.

Tohoku Hydropower & Geothermal Energy Co., Inc.

Joban Joint Power Co., Ltd.※

Arakawa Hydro-Electric Power Co., Ltd.※

Soma Kyodo Power Co., Ltd.※�

Date of 
Establishment

Number of 
Employees

Paid-in 
Capital

(¥ million)

Equity 
Ownership

(%)

Total 
Assets

(¥ million)
Operating 
Revenues

Ordinary 
Income

Business Results for 
FY 2004 (¥ million)

Jan. 26,1953 50 5,270 100.0 26,576 3,089 59

Apr.    2,1973 109 25,500 100.0 34,777 21,256 275

Feb. 28,2000 4 300 74.6 1,688 409 65

Oct. 12,1984 78 2,000 75.0 21,412 5,496 1,165

Dec. 23,1955 196 56,000 49.1 65,611 55,589 64

Apr.  22,1960 13 350 50.0 1,845 513 31

Jun.    1,1981 142 120,000 50.0 216,860 71,354 323

Oct. 10, 1944 3,880 7,803 47.8 141,878 148,995 3,192

Feb.   1, 1959 1,582 1,000 100.0 55,226 64,319 2,765

Apr.   1, 1972 365 50 100.0 7,462 10,863 214

Jul.   11,1946 463 135 60.7 15,791 21,132 449

Nov. 19,1946 427 100 81.7 10,897 11,145 156

Nov.   2,1953 211 650 100.0 36,771 11,644 356

Oct. 27, 1992 247 10,000 100.0 51,974 18,172 219

Jul.     1, 2001 580 96 100.0 12,570 24,966 480

Aug. 26,1978 122 12,000 42.3 78,377 25,019 1,051

(as of March, 2005)

※ Equity Method Applied Affiliates 

1.Electric Power Business : Generation and supply of electricity 

Tohoku Intelligent Telecommunication Co., Inc.

Tohoku Information Systems Co., Inc.

4.Information Processing, Tele-Communication : Tele-communication businesses through the use of Tohoku EPCo’s communication equipments and technologies

Yurtec Corp. 

Tohoku Electric Power Engineering & Construction Co., Inc.

Tohoku Ryokka Kankyohozen Co., Ltd.

2.Construction  Business : Upgrading and expanding of facilities, Construction for equipment maintenance

Kitanihon Electric Cable Co., Ltd.

Tsuken Electric Ind Co., Ltd.

Higashi Nihon Kougyou Co., Inc.

5.Other Business

Nihonkai LNG Co., Ltd.

3.Gas : Supply of LNG to generate power

Facts and Figures about Main Subsidiaries
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Head Office 1-7-1 Honcho, Aoba-ku, Sendai, Miyagi 980-8550, Japan

Telephone: +81-(0)22-225-2111 or +81-(0)22-799-6086        Facsimile: +81-(0)22-225-2550

Aomori Branch 2-12-19 Minatomachi, Aomori, Aomori 030-8560, Japan

Telephone: +81-(0)17-742-2191       Facsimile:+81-(0)17-744-2140

Iwate Branch 1-25 Konyacho, Morioka, Iwate 020-8521, Japan

Telephone: +81-(0)19-653-2115       Facsimile:+81-(0)19-653-5980

Akita Branch 5-15-6 Sanno, Akita, Akita 010-0951, Japan

Telephone: +81-(0)18-863-3151       Facsimile:+81-(0)18-823-4945

Miyagi Branch 5th Floor, Sumitomo Seimei Sendai-Chuo Bldg., 4-6-1 Chuo,

Aoba-ku, Sendai, Miyagi 980-6005, Japan

Telephone: +81-(0)22-225-2141       Facsimile:+81-(0)22-213-4211

Yamagata Branch 2-1-9 Honcho, Yamagata, Yamagata 990-8691, Japan

Telephone: +81-(0)23-641-1321       Facsimile:+81-(0)23-641-5982

Fukushima Branch 2-35 Okitamacho, Fukushima, Fukushima 960-8522, Japan

Telephone: +81-(0)24-522-9151       Facsimile:+81-(0)24-521-2120

Niigata Branch 84 Gobancho, Kamiokawamae-dori, Niigata, Niigata 951-8633, Japan

Telephone: +81-(0)25-223-3151       Facsimile:+81-(0)25-222-6447

Tokyo Branch 5th Floor, Daini-Tekko Bldg., 1-8-2 Marunouchi, 

Chiyoda-ku, Tokyo 100-0005, Japan

Telephone: +81-(0)3-3231-3501       Facsimile:+81-(0)3-3201-4832

Directory

(as of March, 2005)

Non-Consolidated Corporate Data

Registered Head Office 1-7-1 Honcho, Aoba-ku, Sendai, Miyagi 980-8550, Japan

URL: http://www.tohoku-epco.co.jp

Date Established May 1, 1951

Paid-in Capital ¥251,441 million

Common Stock Authorized: 1,000,000,000 shares

Issued: 502,882,585 shares

Common Stock Price Range FY 2004 FY 2003
(Tokyo Stock Exchange)

High Low High Low

First quarter ¥1,843 ¥1,750 ¥1,942 ¥1,720

Second quarter ¥1,892 ¥1,810 ¥1,879 ¥1,720

Third quarter ¥1,865 ¥1,795 ¥1,820 ¥1,714

Fourth quarter ¥2,010 ¥1,830 ¥1,862 ¥1,767

Cash Dividends FY 2004 FY 2003

Interim ¥25.00 ¥25.00

Year-end ¥25.00 ¥25.00

Total ¥50.00 ¥50.00

Number of Shareholders 261,638

Number of Employees 11,662 (Not including on loan or leave.)

Number of Customers

(Excluding the deregulated segment) 7,672,967

Service Area 79,531 square kilometers

Transfer Agent UFJ Trust Bank Limited※

4-3 Marunouchi 1-chome, Chiyoda-ku, Tokyo 100-0005, Japan

Tohoku Electric Power Co., Inc.

※It is changed as follows in Oct. 1, 2005 and afterwards.
Mitsubishi UFJ Trust and Banking Corporation
1-4-5, Marunouchi, Chiyoda-ku, Tokyo 100-8212, Japan
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Major Facilities
Power Stations (Total) 228 15.51 GW

Hydroelectric 210 2.42 GW

Thermal 17 10.93 GW
(including geothermal and internal combustion)

Nuclear 1 2.17 GW

Transmission Facilities

Line Length  14,709km

Circuit Length 23,608km

Supports 58,946

Substations 604 60.95 GVA

Distribution Facilities

Line Length 140,139km

Circuit Length 562,066km

Supports 2,953,412

Major hydroelectric power station

Thermal, geothermal or nuclear power station

Electric power station under construction

Other company’s power station

Major substation

Other company’s major substation

Other company’s AC/DC converter station

Major switching station

Other company’s major switching station

Transmission line (500 kV)

Transmission line (275 kV)

Transmission line (154 kV)

Other company’s transmission line

Shimokita

Higashidori Nuclear

Hachinohe

Gonohe

Noshiro

Noshiro

Sumikawa
Geothermal

Kakkonda Geothermal

Iwate
Akita

Akita Shizukuishi

Tobishima
Ugo

Uenotai
Geothermal

Miyagi

Miyagi-Chuo

Mizusawa
Ofunato

Yakuwa

Shinjo

HondojiAwashima

Higashi-Niigata

Kita-Niigata

Sendai

Higashi-
Sendai

Nishi-Sendai

Okitama

Ishinomaki

Onagawa 
Nuclear

Sendai

Shin-Sendai

Yonezawa

Fukushima
Minami-
Soma

Niigata

Niigata

Echigo

Shinchi

Yanaizu-
Nishiyama
Geothermal

Numazawa No.2

Minami-Uonuma

Miyashita

Yanaizu

UedaHonna

Honna

Chuetsu

Higashi-Joetsu

Iwaki
Izumizaki

Sukagawa

Haramachi

Ryotsu

SadoAikawa

Kariwa

Ishizone

Nishi-Yamagata

Miyako

Kamikita

Aomori

Kita-Tsugaru

(as of March 31, 2005)

The Japan Sea

The Pacific Ocean

Kitahon HVDC Link

Power Supply Network



Hirosaki Castle is situated in Aomori Prefecture, the northernmost prefecture in 
the Tohoku Region of Japan. The castle was completed in 1611 by the second 
lord of the Tsugaru Clan. Surrounded by three concentric moats and earthen for-
tifications, the castle remains a three-storied castle tower with three corner turrets 
and five castle gates.

There is no example similar to Hirosaki Castle in having the whole picture of 
castle-building. The castle is a precious remain, and the grounds are now official-
ly-designated as a historical site and most of the buildings are designated as im-
portant cultural assets.

Since 1895, in the Meiji era (1868-1912), a part of Hirosaki Castle grounds 
has been open to the public. Hirosaki citizens donated cherry trees to the park 
around the end of Meiji era, and now the park is one of Japan's most famous 
cherry blossom viewing spots.

Tohoku Electric Power Co., Inc.
1-7-1 Honcho, Aoba-ku, Sendai, Miyagi 980-8550, Japan
Telephone: +81-(0)22-225-2111
Facsimile: +81-(0)22-225-2550
URL: http://www.tohoku-epco.co.jp

This report was printed in an eco-friendly manner,�
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oil-based ink and 100% recycled paper.




