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Abstract

This study analyzes the value-relevance of accounting information in electric utilitiesin
Japan. First, regression results show that earnings information, especially operating
profits from electric business and earnings before taxes and extra ordinary items, have the
higher explanatory power for stock price levels than the book value of common equity.
Second, although increment (decrement) of reserve for dry year, which is the disposal of
retained earnings in manufacturing company, is treated as expense (revenue) in electric
industry, sophisticated investors are not fooled and do not consider them the performance of
a electric company, as shown in the response of stock prices. Third, because the size of
accruals related with nuclear — decommissioning costs of nuclear power plants and back end
costs (nuclear recycle costs) — are closely related with the size of earnings in the year, they
may be determined under the income smoothing policy. Forth, while stock price levels do
not response to the size of decommissioning costs, back end costs are positively associated
with stock prices. It indicates that the size of back end cost in the year is a signal of
performance prospect for the future. However, the results for unamortized back end costs
(unrecognized obligations) are opposite to it.  Fifth, unrecognized obligations for back end
costs are negatively associated with stock prices and seem to function the deduction from
the book value of equity for firm valuation. Although some noisy items are brought in the
electric utilities accounting by industrial regulation, investors are so sophisticated that they

could not be systematically misled.

Key Words: Electric Utilities, Industrial Regulation, Value Relevance, Income Smoothing,

Unrecognized Liabilities, Japan.
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Table1l Descriptive Statistics

Mean 25% Median 75% St. Dev.

NI 75.856 56.728 74.930 95.253 37.459

(0] 160.720 127.080 157.374 193.805 70.616
OPE 398.773 343.746 398.298 459.484 97.603
FE -237.124 - 272.498 - 224.984 - 190.862 62.151
I 5.280 3.947 5.260 7.099 2114

NI is net income. Ol is earnings before tax and extraordinary items. OPE is operating profits from electric business.
FE is financing expenses. Above all variables are per share numbers (yen). | is interest rate (%) of long term (10
years) government bond at 31 March.

Table2 Information Content of Earnings Components without Interest Rate
RegressonModel P, =a + Bincome, +u,
Nor mal Deflated
Pooled Fixed Pooled Fixed
Panel A
4.6195 3.4040 2.0811 0.5176
NI (1.905) (2.483) (5.603) (1.506)
[0.058] [0.014] [0.000] [0.134]
F 5.542 28.344 23.964 38.225
[p-value] [0.020] [0.000] [0.000] [0.000]
Adji. R 0.0225 0.8064 0.1044 0.8500
N 198 198 198 198
Panel B
an 3.7450 3.4003 1.2408 0.3862
ol (2.639) (2.882) (5.651) (2.282)
[0.009] [0.004] [0.000] [0.024]
F 13.452 30.716 30.810 38.503
[p-value] [0.000] [0.000] [0.000] [0.000]
Adj. R 0.0595 0.8190 0.1314 0.8510
N 198 198 198 198
Panel C
an 4.6850 3.0991 0.7001 0.4622
OPE (4.389) (3.037) (5.856) (1.836)
[0.000] [0.003] [0.000] [0.068]
F 46.580 31.289 28.389 39.253
[p-value] [0.000] [0.000] [0.000] [0.000]
Adji. R 0.1879 0.8218 0.1221 0.8535
N 198 198 198 198
Panel D
an 3.2852 3.5871 1.0678 0.3697
OPE (2.803) (2.975) (4.374) (2.066)
[0.006] [0.003] [0.000] [0.040]
-3.1899 1.3043 0.7814 -0.2345
FE (-2.312) (1.407) (1.725) (-0.660)
[0.022] [0.161] [0.086] [0.510]
F 26.070 30.349 15.384 37.865
[p-value] [0.000] [0.000] [0.000] [0.000]
Adj. R 0.2029 0.8220 0.1274 0.8530
N 198 198 198 198

Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-vaue (two-tailed).
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Table3 Information Content of Earnings Componentswith Interest Rate
Regresson Model P, = a + 3 Interest, + 3,Income, + U,
| NI ol OPE F [pvdud Adj. R
Panel A
-180.21 28.736 0.1234
(1) (-6.700) [0.000] (N=198)
[0.000]
-188.14 5.455 19.402 0.1574
2 (-7.126) (2.709) [0.000] (N=198)
[0.000] [0.007]
-180.74 3.7669 23.295 0.1846
(3) (-6.663) (2.927) [0.000] (N=198)
[0.000] [0.004]
-169.51 4.5038 42.761 0.2977
4 (-6.542) (4.250) [0.000] (N=198)
[0.000] [0.000]
Panel B
-180.21 5.964 0.1849
(5) (-6.642) [0.000] (N=198)
[0.000]
-188.55 5.7364 6.703 0.2245
(6) (-7.050) (2.933) [0.000] (N=198)
[0.000] [0.004]
-180.74 3.7193 7.442 0.2464
(7 (-6.594) (3.271) [0.000] (N=198)
[0.000] [0.000]
-169.70 4.4230 9.871 0.3105
(8) (-6.478) (4.816) [0.000] (N=198)
[0.000] [0.000]

Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-value (two-tailed). Panel A is the result of pooled regression. Panel B is the results of fixed effect with

fixed firm model.
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Table4 Descriptive Statistics

Mean 25% M edian 75% St. Dev.
P 2078.81 1130.00 2165.00 2620.00 1043.52
CRD -0.642 - 5.140 0.000 2.981 11.719
adNIBT 156.290 119.791 152.921 189.786 71.305
A OPE 0.867 -42.315 -6.675 29.152 101.988
A0l 0.171 - 32.649 - 9.480 31.993 95.796
ACRD - 0.595 -9.283 - 0.990 5.195 17.821
AadNIBT -1.425 - 24.953 - 6.309 19.787 59.394

P is the common stock price at the end-of-year. CRD is the change in the reserve account for dry year. Its increment
(decrement) is deducted from (added to) earnings before tax. The adNIBT is the sum of earnings before tax and CRD,
which is putted back. All variables are pre share numbers. A means the differences between previous year.

Table5 Income Smoothing Effects by Changein Reservefor Dry Year

OPE ol adNIBT

Panel A
Coefficients -0.0928 -0.1101 -0.1149
White'st (-4.409) (-4.761) (-5.039)
[p-value] [0.000] [0.000] [0.000]
F 4.794 6.069 6.245
[p-value] [0.000] [0.000] [0.000]
Adj. R 0.3662 0.4357 0.4440
N 198 198 198

Panel B
Spearman -0.0877 -0.0782 -0.0905
[p-value] [0.2185] [0.2722] [0.2038]
Kendall -0.0623 -0.0495 -0.0591
[p-value] [0.1924] [0.3003] [0.2166]

Regression model in Panel A:CRDit =a + flncome, +u- OPE is deflated by the end-of-year total assets. Ol and
adNIBT are deflated by the end-of-year net assets. We use same deflator for dependent variable respectively. We use
fixed effect with fixed year and fixed firm model.
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Table6 Correlations
OPE Ol adNIBT A OPE A0l A adNIBT
CRD -0.2995 -0.3991 -0.4011 /A CRD -0.3744 -0.3964 -0.4674

All variables are deflated by the beginning-of-year stock price. A means the differences between previous year. By
definition, A RD is(-1)CRD.

Table7 Value Relevance of Changein Reservefor Dry Year
Regresson Model P, =a + 3,Income, + B3,CRD, +U,

Panel A Pooled Fixed
€Y &) ©) &) ® (6)
0.7409 0.5349
OPE (5.934) (1.898)
[0.000] [0.059]
1.4064 0.5716
ol (6.375) (2.776)
[0.000] [0.006]
1.8092 3.2204 3.5589 1.0923 1.3799 1.3870
CRD (1.719) (2.703) (2.910) (1.248) (1.580) (1.569)
[0.087] [0.007] [0.004] [0.214] [0.116] [0.119]
1.5011 0.5707
adNIBT (6.624) (2.688)
[0.000] [0.008]
F 14.683 17.018 20.170 38.081 37.453 37.398
[p-value] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
Adj. R 0.1220 0.1399 0.1618 0.8537 0.8515 0.8514
N 198 198 198 198 198 198
Panel B Pooled Fixed
) ® ©) (10) (11) (12)
0.4214 0.4728
A OPE (3.696) (3.694)
[0.000] [0.000]
0.4452 0.5275
A0l (3.703) (3.292)
[0.000] [0.001]
-0.9778 -0.9295 -0.7336 1.0215 1.1485 1.2356
A CRD (-0.8259)  (-0.7803)  (-0.5884) (1.581) (1.646) (1.526)
[0.410] [0.436] [0.557] [0.116] [0.102] [0.129]
0.7002 0.7091
A adNIBT (3.606) (2.767)
[0.000] [0.006]
F 3.892 3.750 3.482 38.168 37.902 37.441
[p-value] [0.022] [0.025] [0.033] [0.000] [0.000] [0.000]
Adj. R 0.0285 0.0272 0.0246 0.8540 0.8531 0.8515
N 198 198 198 198 198 198

Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-value (two-tailed). All variables are deflated by the beginning-of-year stock price.
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Table8 Descriptive Statistics

M ean 25% Median 75% St. Dev.
BVE 996.61 803.25 1043.64 1161.52 203.26
RD 15.59 0.00 7.18 21.13 22.70
A BVE 27.10 175 24.28 48.09 67.19
ARD 0.28 -2.98 0.00 5.14 11.68

BVE is the book value of equity at the end-of-year. RD is the on balanced reservation account for dry year
(cumulated CRD). A means the differences between previous year. By definition, A RD is(-1)CRD.

Table9 Correlations

BVE ABVE
RD 0.3956 ARD 0.1855
All variables are deflated by the beginning-of-year stock price.
Table10 Value Relevance of Reservefor Dry Year
RegressonModel P, =a + 3,BVE, + 3,RD, +U,
Panel A Pooled Fixed Firm Fixed Firm & Year
(1) 2 ©) 4 (5 (6)
0.2311 0.2291 0.2692 0.2529 0.1924 0.1937
BVE (2.503) (2.165) (3.172) (2.421) (0.693) (0.697)
[0.013] [0.032] [0.002] [0.016] [0.489] [0.487]
0.0514 0.4676 -0.2643
RD (0.062) (0.450) (-0.428)
[0.951] [0.653] [0.669]
F 5.330 2.653 0.804 0.730 38.276 36.856
[p-valug] [0.022] [0.073] [0.613] [0.696] [0.000] [0.000]
Adj. R 0.0215 0.0165 -0.0090 -0.0139 0.8502 0.8495
N 198 198 198 198 198 198
B.=B, F=0.022 p=0.881 F=0.183 p=0.893 F=0.415 p=0.520
Panel B Pooled Fixed Firm Fixed Firm & Year
() 8 ) (10) (11) (12)
0.8527 0.8517 0.8607 0.8583 -0.0566 -0.0626
A BVE (4.055) (3.824) (4.085) (3.863) (-0.534) (-0.559)
[0.000] [0.000] [0.000] [0.000] [0.594] [0.577]
0.0285 0.0703 0.1556
ARD (0.032) (0.080) (0.277)
[0.974] [0.937] [0.782]
F 6.983 3.474 0.835 0.748 37.937 36.500
[p-valug] [0.000] [0.033] [0.584] [0.678] [0.000] [0.000]
Adj. R 0.0295 0.0245 -0.0076 -0.0130 0.8491 0.8482
N 198 198 198 198 198 198
B.=B, F=0.176 p=0.676 F=0.153 p=0.696 F=0.047 p=0.829

Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-value (two-tailed). All variables are deflated by the beginning-of-year stock price.
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Table11l Relationsbetween Earningsand Electric Powersby Nuclear (1)

Independent Variable F

Dependent Variable Electric Powers Generated by Nuclear PW  [p-value]  Adj. R

6.2372 483.398 0.8241

(1) Operating Profit adOPE (18.25) [0.000] (N=104)
[0.000]

2.2868 381.156 0.7868

(2) Ordinary Income adOl (13.11) [0.000] (N=104)
[0.000]

The dependent variable adOPE (adOl) is OPE (Ol) plus accrual expenses related with nuclear. Those accruas
consist of two components. One is the decommissioning costs of nuclear power plant. Another is the back end cost
(nuclear recycle costs). The numbers in the second column is as follows. Top = Estimated Coefficients, (Middle) = t-
value using heteroskedasti city-consistent covariance matrix (White's t), [Bottom] = p-value (two-tailed).

Table12 Descriptive Statistics

Mean 25% M edian 75% St. Dev.
DCC 7360.23 4285.00 4539.50 4600.00 7887.24
ul-OPE 0.00586 - 13631.65 - 11065.76 - 9645.27 88839.48
u2-0l - 0.00438 - 9599.31 - 9086.43 - 6890.69 36680.53
PW 27415.34 10702.00 13752.00 14661.00 31007.50

DCC is the accruas for decommissioning costs in the year. The residuals of regression in Table 11 are ul-OPE, ul-
Ol respectively. All above variables are measured in million yen. PW is electric powers generated by nuclear in the
year (million kwh).

Table 13 Correlations

DCC ul-OPE ul-ol PW PW? T T?
DCC 1.0000
ul-OPE 0.3233 1.0000
ul-ol 0.1538 * ok K 1.0000
PW 0.8575 0.0000 0.0000 1.0000
PW 0.7517 - 0.0293 -0.0183 0.9532 1.0000
T - 0.1106 - 0.4129 -0.2018 0.2343 0.2299 1.0000
T - 0.1066 - 0.3904 -0.1162 0.2320 0.2315 0.9726 1.0000

T isyears passed form the time when a firm booked on DM C first.
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Table14 Earnings Management by M easurement of Decommissioning Costs
DCC, =a + B, (ernings) + B,PW, + B,T +u,

Regression Model

F :
- - 2
ul-OPE  ul-Ol PW PW T T [pvaug Ad- R
0.2181 283410  0.7328
(1) (10.66) [0.000]  (N=104)
[0.000]
0.0287 0.2181 264.876  0.8367
2) (6.883) (15.06) [0.000]  (N=104)
[0.000] [0.000]
0.0203 0.2318 -527.78 246322  0.8772
3) (5.177) (17.18) (-6.989) [0.000]  (N=104)
[0.000] [0.000] [0.000]
0.0271 0.3688  -0.14E-5 232927  0.8711
4 (7.182 (10.76)  (-5.357) [0.000]  (N=104)
[0.000] [0.000]  [0.000]
0.0185 0.3858  -0.14E-5 -42825  -8.4921  217.982  0.9133
(5) (5.329) (14.04)  (-7.259)  (-1.752)  (-0.428)  [0.000]  (N=104)
[0.000] [0.000]  [0.000]  [0.083]  [0.670]
0.0331  0.2181 159.034  0.7542
(6) (2.150)  (10.29) [0.000]  (N=104)
[0.034]  [0.000]
0.0196  0.2366 -712.19 183.130  0.8414
@) (1.663)  (13.79) (-6.710) [0.000]  (N=104)
[0.099]  [0.000] [0.000]
0.0303  0.3857 -0.16E-5 135397  0.7965
(8) (2558)  (7.448)  (-3.939) [0.000]  (N=104)
[0.012]  [0.000]  [0.000]
00195 03998 -0.15E-5 -392.56 -24000 157.252  0.8835
9) (2.337)  (1099)  (-6.079)  (-1.365) (-1.012)  [0.000]  (N=104)
[0.021]  [0.000]  [0.000]  [0.175]  [0.314]

Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-value (two-tailed). “xxE-y” means “xx multiple 107"
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Table15 Relationsbetween Earningsand Electric Powersby Nuclear (2)

_ Independent Variable F

Dependent Variable Electric Powers Generated by Nucler PW  [p-valug]  Adj. R

6.7269 352.383 0.7008

(1) Operating Profit adOPE (14.62) [0.000] (N=151)
[0.000]

2.5706 180.453 0.5447

(2) Ordinary Income adOl (10.27) [0.000] (N=151)
[0.000]

The dependent variable adOPE (adOl) is OPE (Ol) plus accrual expenses related with nuclear. Those accruas
consist of two components. One is the decommissioning costs of nuclear power plant. Another is the back end cost
(nuclear recycle costs). The numbers in the second column is as follows. Top = Estimated Coefficients, (Middle) = t-
value using heteroskedasti city-consistent covariance matrix (White's t), [Bottom] = p-value (two-tailed).

Table16 Descriptive Statistics

Mean 25% M edian 75% St. Dev.
BEC 18734.15 5135.00 9289.00 18308.00 23679.05
u2-OPE - 0.00514 - 65192.85 - 16170.46 32120.62 122161.18
u2-0l - 0.00208 - 28336.63 - 17757.02 6268.34 65235.51
PW 24630.05 8372.00 10059.00 24512.00 27927.71

BEC isthe accruas for back end costs (nuclear recycle costs) in the year. The residuals of regression in Table 15 are
u2-OPE, u2-0l respectively. All above variables are measured in million yen. PW is electric powers generated by
nuclear in the year (million kwh).

Table17 Corréations

BEC u2-OPE u2-ol PW PW? T T?
BEC 1.0000
u2-OPE 0.3500 1.0000
uz2-ol 0.4880 * ok ok 1.0000
PW 0.7592 0.0000 0.0000 1.0000
PW 0.6599 - 0.0876 - 0.0840 0.9420 1.0000
T 0.1856 -0.3876 -0.3143 0.3942 0.3551 1.0000
T? 0.2036 -0.4192 -0.3311 0.3989 0.3724 0.9699 1.0000

T isyears passed form the time when afirm booked on BEC first.

42



Table18 Earnings Management by M easurement of Back End Costs (1)
BEC, =a + Bu, (ernings) + B,PW, + B,T +u,

Regression Model

U2-OPE  u2-Ol PW PW T T F Adj. R
[p-value]
0.6437 202703 05735
L (8.022) [0.000]  (N=151)
[0.000]
0.0678 0.6437 171713 0.6948
2) (3489 (8.739) [0.000]  (N=151)
[0.001] [0.000]
0.0702 0.6331 139.04 114078  0.6934
@) (3433 (8.235) (0.731) [0.000]  (N=151)
[0.001] [0.000] [0.466]
0.0639 0.8305 -0.19E-6 116866  0.6986
4) (3381 (4.937)  (-0.923) [0.000]  (N=151)
[0.001] [0.000]  [0.357]
0.0699 08353 -021E-5 -20404 11147 74294  0.7096
(5) (3.49) (4.850)  (-1.042) (-2.855) (2.844)  [0.000]  (N=151)
[0.001] [0000] [0299] [0.005  [0.005]
01771  0.6437 324900  0.8120
6) (5.778)  (10.58) [0.000]  (N=151)
[0.000]  [0.000]
01832  0.6259 233.82 218173  0.8129
) (5617)  (10.02) (1.334) [0.000]  (N=151)
[0.000]  [0.000] [0.184]
01730 07513 -0.11E5 217.805  0.8127
©) (5.412)  (4626)  (-0.534) [0.000]  (N=151)
[0000]  [0.000]  [0.000]
01827 07447 -013E5 -16858 98541 141176  0.8237
9) (5203)  (4274)  (-0.609) (-3292) (3241)  [0.000]  (N=151)
[0000] [0.000] [0543]  [0.001]  [0.001]

Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-value (two-tailed). “XXE-y” means “xx multiple 107",
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Table19 Earnings Management by Projection of Back End Costs (2)
BEC, + AOFF, =a + B, (ernings) + 3,PW, + B,T +u,

Regression Model

F

u2-OPE  u2-Ol PW PW T T? Adj. R
[p-value]
1.0645 432134  0.7419
(1) (8.292) [0.000]  (N=151)
[0.000]
0.0351 1.0645 233109  0.7558
(2) (1.687) (8.357) [0.000]  (N=151)
[0.094] [0.000]
0.0441 1.0243 529.73 158.447  0.7590
(3) (2.013) (7.647) (2.450) [0.000]  (N=151)
[0.046] [0.000] [0.015]
0.0368 0.9837  0.80E-6 154.785  0.7546
(4) (1.878) (3.837)  (0.231) [0.000]  (N=151)
[0.062] [0.000]  [0.818]
0.0521 09030 0.11E-5 -1307.4  99.949 97.413 0.7627
(5) (2.566) (3.419)  (0.303) (-1.763)  (2.342)  [0.000]  (N=151)
[0.011] [0.001]  [0.762] [0.080] [0.021]
0.0943 1.0645 255575  0.7724
(6) (2.608)  (8.494) [0.000]  (N=151)
[0.010] [0.000]
0.1089 1.0219 561.30 174.949  0.7767
7) (2.888)  (7.908) (2.611) [0.000]  (N=151)
[0.004] [0.000] [0.010]
0.0991 0.9389  0.12E-5 170436  0.7721
(8) (2751)  (3541)  (0.350) [0.000]  (N=151)
[0.007] [0.001]  [0.727]
0.1202 0.8683  0.14E-5 -1057.1  87.162  107.603  0.7804
(9) (3.040)  (3.082)  (0.388)  (-1.541)  (1.992)  [0.000]  (N=151)
[0.003] [0.002]  [0.699] [0.126] [0.048]

OFF is the cumulative amount of unamortized back end cost (i.e. Off-balanced liabilities: million yen). Top =
Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-vaue (two-tailed). “XXE-y” means “xx multiple 107",



Table20 Correéations

P adOPE adol DCC BEC
P 1.0000
adOPE 0.3724 1.0000
adol 0.3950 * ok x 1.0000
DCC -0.1803 -0.4849 - 0.3656 1.0000
BEC 0.2449 0.1960 0.2388 0.1492 1.0000
All variables are deflated by the beginning-of-year stock price.
Table21 Value Relevance of Nuclear Related Accruals
Regression Model B, =a + Bearnings, + 8,DCC, + B,BEC, +u,
Panel A1 adOPE DCC BEC F [p-value] Adj. R
0.7302 31.562 0.1343
Q) (6.096) [0.000] (N=198)
[0.000]
0.7306 0.0460 15.701 0.1299
2 (5.372) (0.005) [0.000] (N=198)
[0.000] [0.996]
0.6615 3.9980 19.890 0.1609
(3) (5.924) (1.865) [0.000] (N=198)
[0.000] [0.064]
0.5968 -6.5001 4.3483 13.443 0.1593
4 (4.383) (-0.677) (1.922) [0.000] (N=198)
[0.000] [0.499] [0.056]
Panel A2 adOPE DCC BEC F [p-value] Adj. R
0.5775 40.043 0.8560
(5) (2.338) [0.000] (N=198)
[0.021]
0.5827 2.3302 38.558 0.8553
(6) (2.301) (0.400) [0.000] (N=198)
[0.023] [0.690]
0.5212 2.4390 40.163 0.8604
(7 (2.142) (2.155) [0.000] (N=198)
[0.034] [0.033]
0.5283 3.7846 2.4981 38.779 0.8599
(8) (2.131) (0.687) (2.240) [0.000] (N=198)
[0.035] [0.493] [0.026]
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Table21 ValueRelevance of Nuclear Related Accruals (continued)

Panel B1 adol DCC BEC F [p-value] Adj. R
1.3140 36.227 0.1517
1) (6.057) [0.000] (N=198)
[0.000]
1.2637 -4.3602 18.224 0.1488
) (5.683) (-0.552) [0.000] (N=198)
[0.000] [0.582]
1.1871 3.5708 21.408 0.1716
©) (6.202) (1.638) [0.000] (N=198)
[0.000] [0.103]
1.0580 -9.6154 4.0826 14.850 0.1742
(4 (5.296) (-1.118) (1.828) [0.000] (N=198)
[0.000] [0.265] [0.069]
Panel B2 adol DCC BEC F [p-value] Adj. R
0.5314 39.120 0.8531
(5) (3.014) [0.000] (N=198)
[0.003]
0.5312 0.0758 37.632 0.8522
(6) (3.072) (0.013) [0.000] (N=198)
[0.002] [0.989]
0.3956 2.3537 39.033 0.8568
©) (2.424) (2.038) [0.000] (N=198)
[0.016] [0.043]
0.3871 1.8696 2.3929 37.609 0.8560
(8) (2.513) (0.3460) (2.107) [0.000] (N=198)
[0.013] [0.730] [0.037]

Panels A1 and B1 show the results of pooled regression. Panels A2 and B2 show the results of fixed model regression.
Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-value (two-tailed). All variables are deflated by the beginning-of-year stock price.
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Table22 Value Relevance of Changein Nuclear Related Accruals
Regression Model AR =a+ ﬁlAear ningSt + ﬁzADCCn + BsABECit + U,

Panel A A adOPE ADCC ABEC F [p-value] Adj. R

0.4978 61.370 3.2009 10.042 0.1210

Pooled (4.837) (5.780) (1.005) [0.000] (N=198)
[0.000] [0.000] [0.316]

0.3531 5.5037 1.4001 37.093 0.8543

Fixed (4.336) (0.843) (1.136) [0.000] (N=198)
[0.000] [0.401] [0.258]

Panel B A adol ADCC ABEC F [p-value] Adj. R

0.5281 61.224 3.2136 0.047 0.1199

Pooled (4.872) (5.785) (0.992) [0.000] (N=198)
[0.000] [0.000] [0.322]

0.3494 5.592 1.4068 36.778 0.8532

Fixed (3.912) (0.864) (1.132) [0.000] (N=198)
[0.000] [0.389] [0.259]

Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-value (two-tailed). All variables are deflated by the beginning-of-year stock price.

Table23 Rélative Size of Unrecognized Back End Costs

Setting VS. VS. VS. VS. VS. VS.
Year Ratio OFF OPE ol NIBT NI RE  Dividends

1991.3 0.8666 19,721  0.0636 0.2228 0.2256 0.4590 0.3127 1.0317
1992.3 0.7836 39,745 0.1056 0.3436 0.3602 0.6876 0.4661 1.9049
1993.3 0.7550 43,185 0.1285 0.3904 0.3786 0.7681 0.4523 2.1708
1994.3 0.7500 48,215  0.1550 0.4767 0.5034 1.1488 0.5370 2.4663
1995.3 0.7500 52,118 0.1656 0.4535 0.4849 1.2729 0.5711 2.7233
1996.3 0.7000 68,418  0.2207 0.6457 0.6479 1.7121 0.7048 3.5575
1997.3 0.7000 68,136  0.2384 0.7726 0.7664 1.5808 0.6505 3.5517
1998.3 0.6000 110,052 0.3797 1.0909 1.1079 2.2788 0.9276 5.8976
1999.3 0.6000 121,392  0.4550 1.2672 1.3268 2.8154 1.0805 6.5581
2000.3 0.6000 133,301  0.5165 1.1521 2.0036 3.1360 0.6256 6.5257
OFF is the cumulative amount of unamortized back end cost (i.e. Off-balanced liabilities: million yen). OPE is
operating profits form electric business. Ol is ordinary income, i.e. earnings before extraordinary items and taxes.

NIBT is net income before. RE is retained earnings at the end-of-year. All numbers is the mean of 9 electric utilities
in the year.
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Table24 Corréations

P BVE OFF P ABVE A OFF
P 1.0000 P 1.0000
BVE 0.1627 1.0000 ABVE 0.1855 1.0000
OFF - 0.2461 - 0.1057 1.0000 AOFF -0.1535 -0.0165 1.0000

All variables are deflated by the beginning-of-year stock price.

Table25 Value Relevance of Off-balanced Liabilitiesfor Back End Costs
Regression Model R, =a + B,BVE, + B,0FF, +u,

Panel A Pooled Fixed Firm Fixed Firm & Year
0.1963 0.2433 0.2011
BVE (2.063) (2.720) (0.666)
[0.040] [0.007] [0.507]
-1.9192 -2.2785 0.1659
OFF (-4.007) (-4.252) (0.275)
[0.000] [0.000] [0.784]
F 8.416 2.190 36.846
[p-value] [0.000] [0.020] [0.000]
Ad. R 0.0700 0.0570 0.8494
N 198 198 198
B, =-B,
F 8.488 10.74 0.425
[p-value] [0.004] [0.001] [0.515]
Panel B Pooled Fixed Firm Fixed Firm & Year
0.8413 0.8509 -0.0558
ABVE (3.976) (3.976) (-0.529)
[0.000] [0.000] [0.598]
-5.2762 -5.9236 -0.5644
AOFE (-2.566) (-2.709) (-0.359)
[0.011] [0.007] [0.720]
F 5.899 1.3065 36.516
[p-value] [0.000] [0.230] [0.000]
Adj. R 0.0474 0.0153 0.8482
N 198 198 198
Bz = _Bl
F 3.239 3.863 0.108
[p-value] [0.073] [0.051] [0.743]

Top = Estimated Coefficients, (Middle) = t-value using heteroskedasticity-consistent covariance matrix (White's t),

[Bottom] = p-value (two-tailed). All variables are deflated by the beginning-of-year stock price.
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Table26 Descriptive Statistics

M ean 25% M edian 75% St. Dev.
OFF 31712.53 0 0 2566.36 77397.30
A OFF 8.39 0 0 8.82 17.55

OFF isthe cumulative amount of unamortized back end cost. A OFF , is OFF, minus OFF,;. The sum of BEC and
A OFF isthe hypothetical normal back end costs in the year. It covers fully the anticipated back end costs at the end-
of-year. All above are per share numbers (million yen).

Table27 Correlations

P adOPE BEC AOFF P adol BEC AOFF
P 1.0000 P 1.0000
adOPE  0.3724 1.0000 adol 0.3950 1.0000
BEC 0.2449 0.1960 1.0000 BEC 0.2449 0.2388 1.0000
AOFF -0.1540 -0.2042 0.2599 1.0000 | AOFF -0.1540 -0.1560 0.2599 1.0000
All variables are deflated by the beginning-of-year stock price.
Table28 Value Relevance of Unrecognized Periodical Back End Costs
Regression Model B, =a + Bearnings, + 3,BEC, + B,AOFF, +u,
Panel A adOPE BEC AOEE F [p-value] Adj. R B, = B,
0.5823 5.0590 -5.3381 15.114 0.1769 F=10.081
Pooled (5.093) (2.381) (-2.340) [0.000] (N=198) p=0.002
[0.000] [0.018] [0.020]
0.5138 2.5025 -0.8397 38.729 0.8597 F=2.295
Fixed (2.046) (2.140) (-0.481) [0.000] (N=198) p=0.132
[0.042] [0.034] [0.631]
Panel B adol BEC A OFF F [p-value] Adj. R B, =B
1.0651 4.6879 -5.5628 16.390 0.1899 F=10.045
Pooled (5.789) (2.120) (-2.421) [0.000] (N=198) p=0.002
[0.000] [0.028] [0.016]
. 0.3967 2.4404 -1.2373 37.701 0.8564 F=2.727
Fixed (2.435) (2.087) (-0.715) [0.000] (N=198) p=0.101
[0.016] [0.038] [0.475]

Top = Estimated Coefficients, (Middle) =t-value using heteroskedasticity-consistent covariance matrix (White's t),
[Bottom] = p-value (two-tailed). All variables are deflated by the beginning-of-year stock price.
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