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Compliance Management

We have traditionally focused our efforts on compliance management with the objective to be a ‘company that earns trust and recognition from so-
ciety”. However social situation surrounding us has changed drastically due to frequent occurrence of corporate misconducts, and intensifying com-

petition in the electric power market, etc.

In this situation, in order to further strengthen the relationship of trust we have with society, we are committed to further improve our busines con-
duct, not merely by observing the law, but also by conducting our busingss in a fair and highly transparent way in accordance with corporate ethics.

Activities to improve compliance

Promotion of Compliance Management

Compliance Committee has been set
up since October 2002 under the Board
of Directors.

The heads of each operational depart-
ment that practices compliance activities
(each department at head office, each
branch office, etc.) are assighned as the
responsible persons for compliance and
trying to improve compliance conscious-
ness in the whole company. In addition,
we provide compliance consultation
desks, to ensure opportunities for direc-
tors and employees of our company, our
group companies and business partners
who questioned business operation or
conduct of directors or employees in
terms of compliance to consult about le-
gal and ethical issues.

‘¥ Promotion of compliance Management
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Compliance Committee

The Compliance Committee is chaired
by the President with committee members
that include the company’s directors, law-
yers, academic experts, consumer affairs
advisors and labor union chairperson to se-
cure objectivity and transparency.

The committee decides the basic poli-
cies, proposes and deliberates concrete
actions, and monitors the situation.

In detail, we are promoting compliance
management by drawing up the “Kyushu
Electric Power Group Action Charter” (re-
fer to page 5) and the “Compliance Action
Guidelines”, installing consultation desks,
promoting information disclosure, educat-
ing and training employees, and monitor-
ing by in-house questionnaire on day-to-
day activities with a focus on compliance.
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Compliance Action Guidelines
We established Compliance Action
Guidelines in December 2002 which was
handed out to all directors and employees.
This policy states viewpoints to stand
when we don’t know what to do, standards
of general conduct, attention to pay in the
relationship of stakeholders, such as cus-
tomers, shareholders, and investors.

(Description)

*Establishing relationship of trust with our customers

*Maintaining stable and high-quality electrici-
ty supply and ensuring safety

*Establishing good relationship with our busi-
ness partners

*Maintaining fair competition with our competitors

*Information disclosure*Public hearing activities

*Fair management labor relations, etc.

<Website of our Compliance Action Guideline in Japanese>
http://www.kyuden.co.jp/csr_compliance_04
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Activity items for FY2006 Main action plans for FY2006

Thorough legal compliance and fair business
operations based on corporate ethics

Olmplementation of measures to enhance awareness of compliance
OReconstruction of management rule of our company’s rule governing the internal affairs
OReinforcement of group-wide structure to promote compliance management

Reinforcement of information security system
such as personal information protection

OVerification of an information security control system by a third party
OExecution of “intermediate training course of information security” and “e-learning training of information security” for all employees

Consciousness-raising activi-
ties for employees through edu-
cation and training

We continue to provide educational pro-
grams concerning ‘Compliance Action
Guidelines’ and ‘Action Guidelines of each
Department’ and e-learning programs to all
employees. In this condition we add
‘corporate ethics’ in personal evaluation
items to appraise their consciousness
about compliance by checking if their perfor-

mance and operation adhere to compliance.

Compliance promotion month
We set every January as ‘compliance pro-
motion month’. In FY 2005, we held a lec-
ture meeting where an outside lecturer told
us about ‘compliance from the viewpoint of
consumers.” The senior executives of our
company and our group companies took part

W Compliance Lecture Meeting (Event held on during a promotion month of FY 2005)
L

Y

Subject: “Compliance from the viewpoint of consumers”
Participants : About 200, including our executives our directors in charge of

in it. Moreover, actively held were lecture
meetings and seminars in each branch office.

Compliance consultation desks

We set up compliance consultation desks
in February 2003, to prevent violation of
laws and misconduct against corporate eth-
ics and to discover them at early stage.
Moreover, to develop this system, we built
an consultation desks and have been pro-
viding external counseling group service of
an outside law firm since April 2005.

The ‘provisions of establishment and oper-
ation of Compliance consultation desks’
strictly protect the privacy of those consult-
ers and make sure that they are not treated
unfavorably due to consultation or report.

In addition, we have established a
‘Sexual Harassment advice center.’ (Please
see page 45.)

Report of results reviewed
by the center
(Appropriately)

External
consultation
desks
(Lawyers)

Streamlining and recording

compliance promotion, presidents of Kyuden Group companies

and others

of details about consultation

Efforts carried out by the
Kyushu Electric Power Group
According to “Kyushu Electric Power Group
Action Charter,” each Kyuden Group compa-
ny works on promotion of compliance man-
agement, and as we do, it reinforces a compli-
ance promotion system by stipulating “action
guideline” and providing compliance consulta-
tion desks. When a problem that influences
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the whole Group happens, each company
tries to work together with us such as deliber-
ating on it at our Compliance Committee.

In order to strengthen group-wide structure
to promote compliance, we have decided to
monitor enforced situation of each group com-
pany and to set up a committee to exchange
information in FY2006.

¥ Compliance consultation desks

Consulters

Executives and workers of
our company and

each company ofthe Group

our busingss

Repart of results reviewed
by the center
_ . (Appropriately)
Consultation Consultation
*Anonymity is guaranteed in principle
Report of details about consultation
Internal
s Anonymity is guaranteed in principle  gonsultation
% Legal advice (appropriately) desks
Report of et eviened by the cente (Aporoiateh)  (General Affairs
Department)

Examination of problems
Confirmation of facts
Review of measures

Information flow when an external desks deal with consultation

Infromation flow when an internal desks deal with consultation
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Compliance with the Antitrust Law

We created a “‘manual of compliance with the Anti-
trust Law” as a tool which helps us easily under-
stand the contents, key points and violation cases.
As it is placed on the Intranet, every employee can
look it up anytime. Whenever the Antitrust Law and
other related rules are amended, we review the
manual and announce it to all employees.

In accordance with the “Guideline about Proper
Electricity Transaction” * amended in May 2005 and
the amended Antitrust Law enforced in January
2006, we revised the manual twice and explained
the outline of the revisions to all employees in order
to improve awareness of compliance with the law.

We continue to provide information about amend-
ments of the law and seminars about ATL across
the company to thoroughly get employees to abide
by the law.

Securing fairness and transparen-
cy in the use of transmissions /
distribution systems of electricity

Responding to changes of the electric utilities

industry system in April 2005, we established a
“Wheeling Service Control Rule” which is com-
prised of action rules such as “prohibition of infor-
mation use for purposes other than the original in-
tent,” a “ban on discriminatory handling” and a
“prohibition of internal mutual support.” This rule is
based on a “Guidelines about Proper Electricity
Transaction” and aims to secure fairness for all
newcomers (Power Producers and Suppliers)
and transparency of wheeling service.

We also created “provisions conceming man-
agement of wheeling service-related information”
as the subordinate rules of the “wheeling service
control rule”, striving to set specific information
management measures to stop information leak-
age in wheeling service. We also made an infor-
mation management system where a General
Manager of Transmission and System Operation
Division assumes responsibility in order to strictly
prohibit the usage of information about wheeling
service for purposes other then the original intent.

<Website about ‘fransmission operation control rule’ in Japanese >
http://www.kyuden.co.jp/company_liberal_rule

W¥“Management system of electricity transmission-related information”

Facilities Sitin g General manager of electricity transmis-

General manager of electricity transmis-
sion-related information (General Man-
ager of the Network Service Center)

Network Service
Center

inati General manager of electricity transmis-
rem— Telecommunications sion-related information (General Manager e

rem— . : related information (General Manager of the [
Englnee”ng DeDartment Power System Engineering Depart?nem) Depanment

Thorough management of docu-
ments for provisions

Internal documents for provisions, which stip-
ulate our rules govering the internal affairs,
need to comply with laws and contain proper
contents. We have a provision management
section (different from the organization which
carries out business operations and draws up
provisions) which inspects the properness of
provisions such as legality and manages them
when provisions are enacted and amended.

In addition to the current inspection system,
we have decided to introduce a ‘regular review
system’” in FY 2006 to regularly check details of
provisions to keep them up-to-date, appropriate
and more legitimate.

For detail, we review the properess of each
provision when one year has passed after it
was enacted or amended.

We also set up IT system which enables em-
ployees to gain access to the latest provisions
and utilize them for their business operations.

Branch Offices

General manager of electricity transmission- .
0 Poyvergystem Bl (General Manager of the Trengmission and General manager of lecticty
peration Department - power System Operation Department) (Others related transmission-Telated information
<~ Porer System
to operation) S0 (General Manager of the Trans-
Power System General manager of electricity transmission- Operamn Adninitation mission and Power System Oper-

afion Administration Department)

[Management office of electricity
transmission-related information]

General manager of elecricity transmis-

Engineering sion-related information (General Man-

Department of the Telecommunication Department) Department ager of the Enginnering Department)

i i i General manager of electricity transmis- iatribtinn  General manager of electricity transmis-
Distribution sion-related in?ormation (Ger%eral Man- Distripution sion-elated information (General Man-
Department  agerof the Distibution Department) Department  agerof the Distibuton Department)

sion-related information (General Man-
ager of the Facilities Siting Department)

Department

*Glossary,/” *Guideline about Proper Electricity Transaction:
Guidline that shows basic ideas and exemplifies recommended or problematic actions in areas such as liberalized electricity retail, electricity
transmission, electricity procurement for electric utilities and regulated electricity retail, and competitive business for electric utilities aiming to
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ilitine Qiting  General manager of electricity transmis-
Facilties Sltlﬂg sion-related information (General Man-
Department ager of Facilties Siting Department)

make the liberalized electricity market effectively function. It was drawn and publicized by the Ministry of International Trade and Industry (now
named the Ministry of Economy, Trade and Industry) in December 1999 and amended in July 2002 and May 2005.



@® Compliance Management

Implementation of suitable pro-
curement of materials and fuels

For the procurement of supplies and
fuels, while we comply with laws and or-
dinances, we strive to establish a mutual
trusting relationship by ensuring open
and fair transations, and promote our ba-
sic ideas of contributing to the develop-
ment of society. Toward that end, we
have established the “Basic Policy for
Procuring Materials and Fuels” in Au-

gust 2005, following our positive role in
promoting CSR.

With this basic policy, in order to carry
out the social responsibility of the busi-
ness, we tackle the protection of obser-
vances of social norms, the assurance
of safety, the thoroughness of Informa-
tion Security and protection of personal
Information and environmental consider-
ations in all procurement activities.

For us to practice “Basic Policy for Pro-

Basic Policy for Procuring Materials and Fuels

1

Open procurement

We procure widely materials and fuels that meet the operational needs of our business and are favorable
in terms of quality, price and delivery conditions from domestic and overseas suppliers.
Fair and equitable business activities

We conduct fair and equitable business activities for business partners in all our procurement activities.
This includes an equitable selection of suppliers based on rational and fair evaluation, comprehensively tak-
ing into consideration a variety of factors such as: quality, technical capabilities, price, operational and finan-
cial conditions, punctual and reliable delivery, after-sales service, compatibility with existing facilities, pro-
environmental practices and actions for continuous improvement.
Compliance with laws, ordinances and social norms

In all of our procurement activities, we not only respect human rights but also comply with domestic and
international laws and ordinances and their spirit as well as social norms. We expect the same level of com-
pliance from our suppliers.
Environmental considerations

We practice procurement activities while giving consideration to environmental conservation and the ef-
fective utilization of resources. One of the corporate practices we have established for these purposes is
the promotion of “green procurement,” which prioritizes the procurement of eco-friendly products and, with
the cooperation of our suppliers, contributes to the creation of a Recycling-Based Society.
Safety assurance

We request that our suppliers implement appropriate safety and health management procedures in order
to prioritize the safety of the general public and workers. In this way, with the cooperation of our suppliers,
we ensure safety and prevent accidents.
Ensuring information security and protecting personal information

We properly manage and protect, in cooperation with our suppliers, confidential and personal information
obtained through business transactions pertaining to both parties.
Compliance with contracts and good faith performance of contracts

We observe contracts concerning business transactions and fulfill contractual obligations in good faith
while requesting the same of our suppliers.
Promotion of communication to establish mutual trust

We aim to establish mutual trust through transparent procurement, the promotion of good communication
and sound, reasonable relationships with our suppliers.
Creation of new values

We regard our suppliers to be sincerely devoted to the creation of new values and we respect them as
our business partners. We aim for mutual prosperity with our business partners by pursuing good quality
and reasonable prices.

10 Contribute to local community and society

We believe it is important to contribute, through our procurement activities, to the development of the region
in which we are based and society in general as a “good corporate citizen,” along with our business partners.

curing Materials and Fuels”, we concider
that understanding and cooperation by
our business partners and partnership
acquired through procurement activities
based on mutual trust are neccessary.

For this reason, we are asking our sup-
pliers to follow 9 items, listed below, “For
our suppliers”. The basic policy and re-
quests for our suppliers are also up on
our website.

http://www.kyuden.co.jp/company_procurement_shizai_policy
(in Japanese)

For our suppliers

1

Compliance with laws, ordinances and social norms

«Compliance with domestic and international laws and
ordinances and their spirit as well as social norms

3#In the law and norms of society, observance should not only be limited to civil law, commercial
[aw, ATL, and laws concerning intellectual property, but should also include laws that related to
[abor and fundamental human right, which must be observed as a part of social responsibilty.

Compliance with contracts and good faith performance of contracts

+Observance of with contracts and good faith performance of contracts

Environmental considerations

«Compliance with environmental-related laws (such as industrial
waste disposal method and constructive recycling method laws)

«Implementation to improve environmental efficiency of the prod-
uct (energy conservation, recycling, long-life, waste control, etc.)

«Promotion of environmentally friendly proactive business activi-
ties (green procurement, etc.)

Securing safety

+Compliance with safety laws

+Ensuring public safety

« Securing working procedures and environment that gives top priority to safety

Thoroughness of information security

+Observance of the personal information protection law

« Strict management and protection of management and technical know-
how information that may have been picked up during business dealings

Stable delivery
«Establishment of stable delivery and construction system

Good after sales service

«Cooperation on maintenance

*Guarantee for suitable handling of problems
*Quick and accurate response during emergencies

Pursuit of a reasonable price, and maintenance and
improvement of quality and technical know-how

«Further measures towards the realization of reasonable pricing
= Continuous meastres for maintenance and an improvement of quality and technical capabilfies

Promotion of good communication
+Submission of opinions, requests and propositions

The Kyushu Electric Power

R Report
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Measures to ensure the correct handling of information security and the protection of the personal information

Establishment of a management system

In January 2005, we established an infor-
mation security system with the President
as the person responsible for information
security measures.

The head of each branch office and
group is appointed as the information se-
curity person that handles the acquisition
of information and its management, stor-
age and disposal in a strict process.

In addition, the president is designated
as the chairman, and establishes the
“Information Security Promotion Committee”
with each head from the main office as
members to start up a management cycle
for the company. Each department, branch
office and group secures information securi-
ty throughout the entire company.

Furthermore, the respective person in

son in charge of personal information pro-
tection to secure information security. At
the same time, they will set up a system
where we can properly manage personal
information that we receive from business
activities with customers, shareholders
and investors.

Maintenance of regulations

The “Information Security Basic Pol-
icy” was enacted as a statement of princi-
ples about the handling of information in
January 2005.

Moreover, the regulations about
“information security management regu-
lation” and the information peculiar to
that section are maintained, and the thor-
ough management of information securi-
ty is executal.

Countermeasures for Informa-
tion Security

In addition to the organization of the
system and the maintenance of regula-
tions, there is self-inspection for each of-
fice, vulnerability scanning test for the in-
house computer system and verification
of the protection of personal information
by an external third party.

Moreover, we are implementing per-
sonal measures such as information se-
curity initial training (assembled educa-
tion) and e-learning, physical measures
such as establishing a security gate us-
ing an IC card (employee ID), technical
measures such as individual authentica-
tion when using PC, and restriction on
general downloading functions and set-
ting up encryption measures for PC.

charge will work concurrently with the per-

¥ Information security management organization chart

(General responble person for Information Security
(President)
(Protection-of-personakinformation genelization person in charge)
(Informatirysecurity secondary generalizetion person in charge:

2006

W Maintenance of regulations

security management regulation
sonalinformation management regulation
g nformation, Man pont ofrule for entering and leaving buiing
Protection Basic Management Guideline, etc.

or handling information in peculiar information for section,
on-of-personal-information guideline of a section, etc.

¥ Counter measures for information Security

Establishment of information security organization construction, maintenance of
regulations, implementation of self check and third person verification.
Thoroughness of maintaining confidentialty when executing a contract or agreement for the consignment of busingss activites.

Stipulation of maintaining confidentiality obligation (work-rules revision) .
Implementation of “information security e-learning training” and
“initial training on information security” for all employees.

Installation of a security gate using an IC card (Headquarters) .
Conversions to automatic lock for all offices.
Separation of work area and reception area.

Continuous implementation of measures against llegal software, and restriction and abolition Batch Download.
Record and management of a communication log, firewall installation to an external network connection section.
Internal automated encryption device for business use PCS.
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=
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@® Compliance Management

Measure for personal informa-
tion protection

For the accurate measurement of the
personal information protection law en-
forced in April 2005, “A Personal Infor-
mation Protection Basic Policy and A
Personal Information Protection Basic
Guideline” were established to further
specify the purpose of collecting person-
al information and methods of handling
disclosure claims. Concerning these
items, an explanatory meeting is held at
each branch office, places of business
and customer service office.

In addition, in the sales department
where the customer’s personal informa-
tion is exposed more, “A Sales Depart-
ment Personal Information Protection
Guideline” was established, and to en-
hance the understanding of this guide-
line, we have implemented e-learning

Personal Information Protection Basic Policy

1 Laws pertaining to personal information and other social norms and the company’s personal 1
information protection management regulations shall be observed.
2 Based on “An Information Security Basic Policy”, personal information is managed appro-

and individual discussions with the em-
ployees for a complete and accurate
management of personal information.

http://www.kyuden.co.jp/functions_privacy_index

(in Japanese)

Information leakage incidents
In June and September 2005, it be-

came clear that the customers’ “electric
fare receipts” and “notification of electri-
city usage” were lost by commission
members. Moreover, it also became
clear that the company’s technical know-
how and business meeting memos
were leaked on the Winny netwark from
Private PCs owned by employees of our
company and our group company in
September 2005 and in April 2006.
These information leakage incident
should never have happened and as we
take careful measures to prevent recur-

rence, we will take extensive measures

priately and the safety control measures against the risk of unlawful access, disclosure, de-

struction, or denaming are carried out.

3 Personal information is appropriately dealt with as follows
(1) Specification, notification and disclosure for the purpose of use
The purpose of use for personal information shall be specified as specifically as possible.
In the case of acquiring personal information, the individual must be notified as quickly

as possible or disclosed the purpose of usage.
(2) Acquisition, handling

Personal information is acquired through proper means and dealt with within the limits

for the specified purpose of the use.
(3) Offering information to a third party

Personal data must not be offered or provided to a third party except business consign-
ment without the consent of the individual involved.

(4) Correspondence to notice / indication claim etc.

As a general rule, if there is a request on notification of purpose of use, disclosure of
data, corrections, deletion, suspension of use and suspending the information from go-
ing to a third party from the individual regaeding the possession of personal data, we
take immediate measures to follow up on the request.

4 Improvement of personal information protection by periodical verification.

5 If a major complaint occurs, upper management personally take up the matter to resolve the

to properly manage personal and com-
pany information.

Preventive Measures for recurrence

Loss prevention by the commission member
*Verification of personal information manage-
ment circumstances of business consignee
*The thorough supervision of the commission
member through induvidual interviews
*Minimizing the data carried to outside the company
*Data must be with the individual constantly, etc.

Prevention of information leackage on Win-

ny network

*Notification of information leakage incident to all
employees and direction of strict control of infor-
mation management.

*Thoroughness of the ban on unauthorized carry-
ing out of company data

*Submitting a confirmation sheet of the deletion of
company internal information inside a private PC

*Automatic encoding of internal records of PC

*Verification and guidance on preventive meas-
ures of information leakage for group company.

Information Security Basic Policy

Laws pertaining to personal information and other social
norms and the company’s personal information protection man-
agement regulations shall be observed

2 While establishing regulations regarding the handling of infor-
mation or the information system, we shall perform periodic and

ongoing education and training of the employee to prevent the
misuse of equipment and illegal conduct.

3 This policy is notified to business partners and information

leackage shall be prevented by establishment of governing
structure in cooperation with business partners such as making

a contract in terms of infomation security.

4 Security management for entering/leaving a building and pre-

ventive measures for illegal access to prevent information leaks,

theft, and the abuse and misuse of information are implemented.

5 Appropriate risk management measures are performed such
as preparation of alternative plan and establishment of restora-
tion procedure.

B Measures for information security are verified periodically and

we aim for improvement.

issue, clarify the source of this claim and take immediate corrective action and preventive 7 If a major problem occurs, upper management personally take up

measures for recurrence, and disclose information in a quick and orderly fashion. Also, they
must establish a system that can correspond appropriately and promptly to the complaint

about the handling of personal information.

the matter to resolve the issue, clarify the source of this problem
and take immediate corrective action and preventive measures for

recurrence and disclose information in a quick and orderly fashion.
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