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| Business Cooperation System

4 6

Business operation is efficiently performed through a network of related

organizations.

By contracting out some operations to private financial institutions, private inspection institutions, local government
units, etc., JHF efficiently carries out business operations.

Business Cooperation System

4 )
{ @ A
Japan Housing
Finance Agency
it | Private financial institutions Financing
h - (collection of repayment etc.)
Purchasing 333 institutions (*')
(Purchase
Program)
L it | SR Financing
Securitization ﬁ - Private financial institutions
support business | Insurance and 5 institutions
. . guaranteeing
(Provision of Flat 35) | “(Gyarantee
Program) - S Inspection of
nsecion ) Private inspection institutions (*?) a house
H (inspection of a house for F35 criteria
A t ﬁ [inspection on drawings, site inspection])
greemen 123 institutions
. Private financial . ) N N Financin
Housing loan ﬁ titrn | Private financial institutions mancing
insurance service | .o oo - 207 institutions
(users of housing
riaeimancal | Private financial institutions (*3) Financing loans)
ﬁ (loans for disaster relief (*4), loan procedures for _>
] - business owners and collection of repayment, etc.)
Contracting 557 institutions
L P — : — Inspection of
Loan origination weagrmen | Local Government Units allgd Private-Sector 2 house
. q % Inspections Institutions (*%)
service c ) (Construction inspections for disaster financing)
ontracting I
357 institutions
mecin ) Private inspection institutions (*2) lnsgifhos%m
H (Conformity certification inspections for business
financing [design assessment, on-site inspections])
Agreement 123 institutions
&L J (As of March 31, 2013)

*1 Excludes two institution to which JHF outsources only the collection of loan payments related to Securitization Business and from which
JHF does not purchase housing loans. We contract with 3 non-financial institution regarding the recovery of credits having forfeited the

benefit of time.

*2 Private inspection institutions mean specified inspection institutions and registered housing performance evaluation institutions that
have concluded an agreement of conformance certificate services with JHF. Architects who are registered in the Japan Association
of Architectural Firms or the Japan Federation of Architects & Building Engineers Associations also perform conformance certificate

inspections for existing houses or renovations.

3 We contract out the recovery of credits having forfeited the benefit of time to 3 companies besides private financial institutions.
*4 Applications for loans for recovery from disasters concerning the Great East Japan Earthquake have been entrusted to 128 institutions

as of May 31, 2013.

5 Refers to designated construction inspection institutions that have agreements with JHF and registered housing performance evaluation

institutions.



| Main Management Indices

(Unit: 100 million yen)

JHF
Category
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Ordinary income 18,576 12,893 12,545 12,031 10,490
Include purchased loans and 12,316 11,361 10,365 9,481 8,547
interest on loans
Include income from government gy _ gy x « oy _
subsidies (reference to government ((8525) ((280) ( 1)(250102) 1 (7:?3 ( 31_)
payment) (*2)

Ordinary expenses 14,030 14,140 12,985 10,823 8,479
Interest expense on borrowings 11,658 10,350 9.151 8.910 6.715
and bonds

Net income ( A loss) A\ 146 A\ 1,468 /\ 366 1,323 2,092

Balance of loans and purchased loans 32,863 40,540 64,372 86,099 99,827

Outstanding balance of loans, etc. 348,775 300,137 253,473 213,555 180,714

Outstanding balance of borrowings and bonds 388,667 362,714 334,195 307,899 292,937

Capital 4,057 9,013 6,977 6,567 6,706

* 1 While JHF received government subsidies of ¥91.2 billion in FY 2008, ¥111.4 billion in FY 2009, ¥82 billion in FY 2010 and ¥79 billion in FY 2011 in the out-
standing loan management account, the figure in the above table is reported in the profit and loss statement because of special accounting treatment with
regard to the government subsidies as shown in the table below

* 2 Government grants are not listed in the statement of profits and losses because special losses (asset) were cut.

* 3 Provisions of government subsidies and government grants ended in the end of FY 2011.

(Unit: 100 million yen)

FY 2008 | FY2009 | FY 2010 | FY 2011
Stocked subsidies from the previous year, etc.-:-® 667 66 26 -
E?(pected amount. of undisbursed grants and subsi- 3,001 1,487 333 _
dies from the previous year---®@
Subsidies received::-® 912 1,114 820 790
Balance of payments--®
(disparity between expenditure and rev- If the balance of payments is positive @ is
- enues excluding the amounts transferred AT0 2\ 366 2620 £ 836 |included in the income from government
Required |, %o coverable debt reserves and from subsidies (revenues), and ® Is subtracted
amount guarantee fee repayment reserves) from the uncollected revenue reserves (as-
of sets).
subsidies | Write-off of nonperforming loans, repayments If the balance of payment is negative @ is
of guarantee fees, and reversal of reserve for 1,584 1,520 1,636 2,152 | not included in the income from govern-
mortgage transfer registration ---® ment subsidies, ® is subtracted from the
uncollected revenue reserves (assets).
Total-® (=@ +®) 1,514 1,154 1,016 1,316
Stocked subsidies for the current year, etc..-®+® - ® 66 26 - _ | Subsidies received, etc., in the fiscal year
u u year, ) are not recorded if negative.
Uncollected revenue reserve of the fiscal year---@ - ® 1,487 333 - - Unc‘?”emed revenue reserve in the fiscal
year is not recorded if negative.
Uncollected revenue reserve in the fiscal
year is not recorded if positive.
. @ + @ — @ are accounted for as income
Income from government subsidies-®+ ® - @ - - 512 790 from government subsidies if uncollected
revenue reserve in the fiscal year are nega-
tive.
<0Qutstanding balance of purchased loans> <0Outstanding balance of loans>
L (Unit: trillion yen)
(Unit: trillion yen) 10.0 400
100 34.9
8.6
8.0 30.0 30.0
6.4 25.3
6.0 21.4
200 18.1
4.1
40 33
10.0
2.0
0.0
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
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| Status of Business Execution

Business Plan and Actual Performance

@Securitization support business

Under the FY 2012 businesss plan for securitization support business (after revision), the number of loans purchased
for the Purchase Program was 63,000 units amounting to ¥1,582.9 billion and the insurance value for the Guarantee
Program was ¥25.1 billion (for 1,000 units) representing coverage for specific mortgage insurance.
The actual number of loans was 84,345 units amounting to ¥2,184.3 billion and the actual insurance value was ¥5.2 bil-
lion for 222 units.

(Unit: houses, million yen)

FY 2011 FY 2012
Business plan .
- — Actual record Business plan Actual record
Item Initial After revision

LR C] Amount No. of Amount No. of Amount No. of Amount No. of Amount

houses houses houses houses houses
Purchase
Program 108,000 | 2,304,000 118,000 2,960,900| 110,140/ 2,786,767 63,000 1,582,900 84,345 | 2,184,300
Guarantee 1,000/ 22,500 1,000/ 25,100 510 11,712 1,000/ 25,100 202 5,199
Program

*The FY 2011 business plan (after revision) was formulated based on the third supplementary budget for FY 2011,

@®Housing loan insurance business

Under the FY 2012 business plan (after revision), ¥288 billion was authorized for housing loan insurance; however,
¥255.1 billion was actually committed for insurance for 25,519 policies.

(Unit: houses, million yen)

ltem FY 2011 FY 2012

For total insurance value 700,000 288,000

Insurance No. of 31,422 25 516
contracts contracts

concluded Amount 479,940 255137




@®Housing loan origination business

Under the FY 2012 business plan (after revision), ¥520.1 billion was planned for 38,610 units. Ultimately, the business
committed to provide ¥240.6 billion in loans for 15,615 units, and ¥240.6 billion in loans was disbursed.

(Unit: houses, million yen)

FY 2011
Category Business plan Committed loans Distributed loans
No. of houses Amount No. of houses Amount Amount

Post-disaster 12,000 210,000 4,340 62,788 16,520
Natural |reconstruction
disaster, | Disaster 300 2,400 43 69 559
etc. prevention

Subtotal 12,300 212,400 4,383 62,858 17,079
Urban rehabilitation 10,000 254,000 14,841 104,455 108,492
Rental houses 20,000 170,000 10,108 97,254 156,593
Property accumulation 3,000 56,000 15 246 467
saving scheme-tied houses
Ownt?r.occupled houses 200 4,000 A 14 ~90 9
(provisional measures)
Total 45,500 696,400 29,333 264,723 282,639

FY 2012
Category Business plan Committed loans Distributed loans
No. of houses Amount No. of houses Amount Amount

Post-disaster re- 17,000 300,000 4,511 70,507 68,442
Natural |construction
disaster, | Disaster 100 1,000 44 264 361
etc. prevention

Subtotal 17,100 301,000 4,555 70,771 68,803
Urban rehabilitation 5,000 55,000 9,326 69,520 84,498
Rental houses 16,000 155,000 1,713 7,466 87,079
Property accumulation 500 9,000 16 209 184
saving scheme-tied houses
Ownt?r.occupled houses 10 100 5 7 6
(provisional measures)
Total 38,610 520,100 15,615 147,974 240,570

* The FY 2011 business plan for post-disaster reconstruction was revised based on the first supplementary budget for FY 2011.

In the initial FY 2011 business plan for post-disaster reconstruction, ¥30 billion was budgeted for 2,000 units.

Committed loans” is the amount of financing the agency approved.

For “committed loans,” negative figures represent situations where the actual total of loans such as those that were not accepted (including
approved financing for loans such as those that were accepted in previous fiscal years but were not accepted in subsequent years) surpassed
the approved financing for the given fiscal year. The FY 2012 committed loans for rental houses exclude those that were not accepted (¥39,495
million for 3,466 houses) while those newly approved financing for loans were ¥46,961 million for 5,179 houses.

%«

@®Group credit life insurance business

In FY 2012, the group credit life insurance business held around 1.81 million policies for around ¥20,443.8 billion. The
business provided 63,152 new policies for around ¥1,593.2 billion and paid off on 10,745 policies for around ¥89 billion.

(Unit: houses, million yen)

Category FY 2011 FY 2012
Policies held as of March, No. of contracts 1,990,053 1,814,230
31st Amount 22,251,981 20,443,767
o No. of contracts 83,162 63,152
New Policies

Amount 2,085,991 1593,188
) o ) No. of contracts 11,621 10,745

Capital Policies paid off on
Amount 98,652 88,980
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Result of Funding Activities

In FY 2012, the amount for loan origination and the purchase of loans totaled *¥2.5155 trillion, which was 20.5% less
than for the previous fiscal year.

Funding of loan origination and the purchase of loans were raised through the issuance of bonds (¥2.478 trillion, down
15.1% from the previous fiscal year), borrowings from the Fiscal Investment and Loan Program (¥70.2 billion, up 317.9),
borrowings from private institutions (¥110.2 billion, down 9.8%), and repayments from borrowers (¥4.2494 trillion, down
9.1%), less redemption of ¥2.45083 trillion (down 39.6% from the previous fiscal year) on borrowings and ¥1.7007 trillion (up
4.5%) on bonds.

JHF received ¥10.9 billion as capital from government and ¥59.5 billion as treasury subsidies (¥5.6 billion as subsides for
securitization business, ¥53.9 billion as subsidies for emergency measures including loans for disaster mitigation) from
the government’s general account.

The ¥36.4 billion capital from government’s general account was returned to the national treasury in March 2012 in line
with the Basic Polices for Reviewing the Clerical and Business Operations of Incorporated Administrative Agencies
(approved by the cabinet on December 7, 2010).

The actual figures are shown in the following table.

(Unit: million yen)

Category FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Purchased loans, etc. 986,286 1,326,280 2,907,562 3,164,639 2,515,508
Repayments of borrowings 4,587,085 3,824,665 3,301,298 4,058,312 2,450,326

. (700,000) (300,000) (-) (-) (-)

Expenditure .

Redemption of bonds 965,321 1,128,271 2,080,555 1,627,465 1,700,724

Other 2,669,706 4,942,507 4,128,884 2,188,075 2,217,547

Total 9,208,398 11,221,722 12,418,298 11,038,491 8,884,106

Capital from the General Account 86,000 495,600 26,355 10,908 50,403

Capital from the Special Account - - - - -

Collection of loans 4,791,147 5,345,900 5,273,621 4,672,855 4,249,350

Income Borrowings 188,187 165,700 143,600 139,000 180,400
Bonds 1,942,986 2,188,804 2,385,932 2,917,547 2,477,974

Treasury subsidies, etc. 177,797 531,405 326,666 310,925 59,452

Other 2,022,281 2,494,314 4,262,124 2,987,255 1,866,526

Total 9,208,398 11,221,722 12,418,298 11,038,491 8,884,106

*1 The figure in the "purchased loans, etc." item of the expenditure section is the portion of cash flow statement calculated by the sum of purchased
loans and loan originations. Amount of purchased loans and loan origination for FY 2012 were ¥2,274,938 million and ¥240,570 million,

respectively.

*2 The figure in parenthesis included in the”repayment of borrowing”item of the expenditure section is the portion of outstanding loan management
special account’s liabilities related to funds lent to the treasury by the government through March 31, 2005, based on paragraph 13, article 7 of
the Supplementary Regulation of JHF Law, whose maturity was set based on discussions by the competent minister and the Minister of Finance
and will be repaid. JHF was exempted from paying penalties, which amounted to ¥425,688 million in FY 2005, ¥330,866 million in FY 2006,
412,719 million in FY 2007, ¥96,063 million in FY 2008 and ¥45,555 million in FY 2009.

Of the above figures, borrowings and government subsidies, etc. (receipts from the General Account) are as follows:

[Borrowings]

(Unit: million yen)

Category FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Borrowings from Fiscal Investment and Loan Program 600 100 - 16,800 70,200
Borrowing from Private-sector Lenders 187,587 165,600 143,600 122,200 110,200
Total 188,187 165,700 143,600 139,000 180,400
[Government subsidies, etc.] (Unit: million yen)

Category FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Government subsidies 91,200 111,400 82,000 79,000 -
Government grants 86,500 20,000 20,000 8,325 -
Treasury subsidies 97 400,005 224,666 223,600 59,452
Total 177,797 531,405 326,666 310,925 59,452

* JHF received, from the government's general account, government subsidies to smoothly manage operations, grants to cover extraordinary losses
incurred according to Paragraph 17 of the Supplementary Provisions of the GHLC Law before the Law was abolished based on Article 10 of the
Supplementary Provisions of JHF Law, and treasury subsidies as subsidies for emergency measures to facilitate housing finance, subsidies for the
promotion of activities such as the creation of a housing market, subsides for securitization business, and subsidies for emergency measures including
loans for recovery from disasters based on the provisions of the Law Concerning the Reasonable Execution of Budget Relating to Subsidies, etc.
Provisions of government subsidies and government grants ended in the end of FY 2011.

5 O



Outstanding Balance of Purchased Loans, etc.

At the end of FY 2012, the outstanding balance of purchased loans, etc., stood at ¥28,159.4 billion (including ¥9,982.7

billion in loans purchased from private lenders under secondary market operation).

(Unit: houses, million yen)

At the end of FY 2012, the outstanding number of guarantees for the securitization business (Guarantee Program,
insurance value of loans for which insurance is valid) was 9,116 units for ¥240.7 billion, and the outstanding number of
guarantees for the housing loan insurance business (insurance value of loans for which insurance is valid) was 124,915

for ¥2,370.6 billion.

FY 2008 FY 2009 FY 2010
Category
No. of houses Amount No. of houses Amount No. of houses Amount
Purchased loans 162,324 3,286,301 207,389 4,054,039 308,686 6,437,220
GHLC originated loans 2,816,898 34,877,480 2,492,852 30,013,750 2,200,130 25,347,339
Owner-occupied houses 2,460,843 27,378,170 2,174,362 23,122,595 1,915,274 19,368,794
Rental houses 26,911 3,826,592 26,992 3,592,668 25,145 3,127,197
Urban rehabilitation 72,040 1,651,226 65,826 1,503,607 58,037 1,276,622
Restoration and 151,015 906,818 127,406 801,500 112,002 705,634
improvement
Related public facilities, B B B B _ B
etc.
Subdivision lot 24 52,364 21 48,777 18 44,654
development
Property accumulation
saving scheme-tied 106,065 1,062,311 98,245 944,603 89,564 824,438
houses
Claim on pension transfer 43,964 188,763 39,739 164,037 35,855 141,612
Total 3,023,186 38,352,545 2,739,980 34,231,825 2,544,671 31,926,171
FY 2011 FY 2012
Category
No. of houses Amount No. of houses Amount
Purchased loans 401,159 8,609,873 460,819 9,982,719
GHLC originated loans 1,932,765 21,355,489 1,705,408 18,071,402
Owner-occupied houses 1,679,063 16,222,344 1,479,681 13,746,345
Rental houses 22,677 2,692,545 19,542 2,219,987
Urban rehabilitation 50,374 1,067,247 42177 848,920
Restoration and 99,028 631,830 91,852 621,058
improvement
Related public facilities, B B B B
etc.
Subdivision lot 17 33,879 17 32,655
development
Property accumulation
saving scheme-tied 80,706 707,644 72,139 602,437
houses
Claim on pension transfer 32,047 121,690 28,767 105,310
Total 2,365,971 30,087,052 2,194,994 28,159,431

,,,,,,,,,
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| Financial Statements

The FY 2012 financial statements for Japan Housing Finance Agency were created based on Article 38 of the Law on
General Rules on Independent Administrative Institutions and were approved by the Minister in charge.

o |

< |

o

=

=

[

< | Overall Agency

o ) - . -

: 3 In FY 2012, the gross profit for the overall agency was ¥209.2 billion, an increase of ¥76.9 billion from FY 2011.

T | This was mainly because of the improvement of difference between income from asset management and fund raising

m expense in the outstanding loan management account and shifting the provision for reserve for possible loan losses to
: the reversal of reserve of possible loan losses in accordace with decreased outstanding balance of loans and delinquent
: loans, etc. As a result, losses carried forward in the outstanding loan management account have been steadily reduced

according to the mid-term target.

Losses carried forward in all accounts excluding the outstanding loan management account and the account for

operations acquired from the Housing Loan Guarantee Association have also been eliminated.

>
a
= Balance Sheet
g. (unit: million yen)
9.. Item FY 2011 | FY 2012 Item FY 2011 | FY 2012
[ (Assets) (Liabilities)
I : Cash and due from banks 666,401 584,009 | Borrowings 17,644,700 | 15,374,774
o Cash 1 1| FILP borrowings 17,522,500 | 15,264,574
Due from banks 396,470 410,761 Borrowings from private institutions 122,200 110,200
: Agency deposits entrusted 269,931 173,247 | Bonds 13,145,194 | 13,918,950
Receivables under resale agreement 56,991 34,992 | Government guaranteed bonds 95,000 -
(@) Money in trust 773,939 769,038 | Mortgage-backed securities 10,123,661 | 10,589,479
2 Securities 1,414,469 | 2,038,662 | General lien bonds 1,527,100 | 2,016,200
T Government bonds 231,954 235,881 Property acct lation saving scheme-tied housing bonds 540,200 485,700
2 i Local government bonds 159,270 148,297 Housing land bonds 865,213 830,618
,g.).. Government guaranteed bonds 26,615 20,446 | Bond issue premiums( 2 ) 5,980 A 3,047
© Corporate bonds 321,613 323,022 | Insurance policy reserves 73,372 68,425
g) Stock 16 16| Reserve for outstanding claims 52 802
< Certificates of deposit 675,000 1,311,000 | Policy reserve 73,320 67,622
g f Purchased loans 8,609,873 9,982,719 | Subsidies received, etc. 768,150 764,037
8 Loans 21,355,489 | 18,071,402 | Subsidies payable for emergency measures to facilitate housing finance 561,855 506,861
g i Loans on bills 104,351 63,441 Subsidies payable for securitization business 489 107
o Loans on deeds 21,251,139 | 18,007,961 Subsidies payable for emergency measures including loans for recovery from disasters 205,807 257,068
Other assets 513,628 489,340 | Other liabilities 743,474 750,648
”””” Claims for indemnity 20,038 15,275 | Accrued expenses 117,642 99,714
(w Transferred claims (pension) 121,690 105,310 | Advance earnings 46,552 43,020
S—Do- : Accrued revenue 73,050 64,344 | Financial derivative products 251,061 252,317
% Financial derivative products 238,562 240,176 Financial derivative product gain carry forward 14,905 11,987
» Financial derivative product loss carry forward 42,599 44744 | Accounts payable 303,574 212,936
9h Accrued insurance premiums 1,033 290 | Other liabilities 9,739 130,674
(= Other assets 16,656 19,200 | Bonus payment reserve 611 538
% Tangible fixed assets 34,407 34,621 | Allowance for retirement benefits 27,077 28,259
(v o N Buildings 15,604 15,669 | Allowance for refund of guarantee fees 31,800 24,203
% Accumulated depreciation( 2 ) A 3,312 A\ 3,842 | Reserve for mortgage transfer registration 17,234 8,433
5' ; Accumulated impairment loss( 2 ) A\ 26 A 29 | Guarantee obligation 751,009 642,122
8 Land 22,048 22,048
7. Accumulated impairment loss( 2 ) A\ 436 A\ 448 Total liabilities 33,202,621 | 31,580,388
; Construction in process account - 86
Other tangible fixed assets 1,016 1,843 (Net assets)
Accumulated depreciation( 2 ) N\ 488 A\ 704 | Capital 656,663 670,621
Accumulated impairment loss( 2 ) pau| A Government injection monies 656,663 670,621
I! Guarantee obligation reversal 751,009 642,122 | Capital surplus 405 A 155
3 Reserve for possible loan losses( 2 ) A\ 569,665| A 477,016| Capital surplus 30 293
g Accumulated impaired loss not included in profit and loss( 2 ) N\ 436 A\ 448
E Loss carry forward A\ 249,566 A 79,160
) Valuation and conversion adjustments N 2,771 1,805
'n_)'_ Deferred gains or losses on hedges N 2,771 A 1,805
Q
Total net assets 403,920 589,501
Total assets 33,606,541 | 32,169,889 Total liabilities and net assets 33,606,541 | 32,169,889

52



Income Statement Cash Flows Statement

(unit: million yen) (unit: million yen)
Item FY 2011 | FY 2012 Item FY 2011 | FY 2012
Ordinary income 1,203,121 1,049,010 I Cash flow from operating activities
Income from asset management 967,274 871,846 Outlays on the purchase of loans A\ 2,881,999 | A 2,274,938
Interest on purchased loans 153,419 170,611 Loan disbursement A 282,639| A 240,570
Interest on GHLC originated loans 794,717 | 684,056 Outlays on personnel expenses 9,688 £ 9,329
Charges on claims for indemnity, etc. 211 170 Outlays on insurance 6,579 A 4514
Interest on transferred claims (pension) 4,620 3,995 Outlays on group credit life insurance premium £ 104,670 A 99,769
Interest and dividends on securities 13,732 12,632 Outlays on payment on group credit life insurance claims A 4,001 A 3,894
Interest on receivables under repurchase agreement 189 189 Other operating outlays A 55,930 56,510
Interest on deposits 385 192 Income from collection of purchased loans 603,548 797,735
Income from underwriting insurance 104,752 102,425 Income from collection of loans 4,069,307 | 3,451,615
Net insurance premium revenue 6,652 2,520 Income from interest on purchased loans 151,697 169,930
Reimbursement of unused reserve for outstanding claims 453 = Income from interest on loans 804,709 693,358
Reimbursement of unused policy reserve - 5,698 Loan origination fees and other revenue 197 154
Fee from group credit life insurance riders 89,581 82,781 Income from insurance premiums 6,808 3,268
Revenue from group credit life insurance 3,832 3,723 Income from riders on group credit life insurance 86,610 79,594
Dividends on group credit life insurance 4,234 7,702 Income from group credit life insurance 3,175 3,713
Income from service transactions 1,149 930 Dividends received from group credit life insurance 3,201 4,234
Guarantee fee 402 27 Income from other operations 35,949 31,959
Other income from service 747 660 income from government subsidies 79,000 =
Income from government subsidies 79,000 = Income from government grants 8,325 -
Other subsidies 44,384 64,996 Income from government payment 223,600 59,452
Subsidies for emergency measures to facilitatehousing finance 42,883 56,616 Outlays on the repayment of treasury subsidies ~1,077 A\ 489
Subsidies for securitization support business 512 5,446 Income from treasury subsidies 2,729,634 2,605,001
Subsidies for emergency measures including loans for recovery from disasters 988 2,933 Subtotal Interest and dividends received 68,992 67,240
Income from other operating activities - 97 Interest paid 1,013,208 A 760,203
Contract termination fees - 97 Payment to the national treasury - A 30,866
Other ordinary income 6,562 8,716 Cash flow from operating activities| 1,785,418 | 1,881,171
Reversal of reserve for possible loan losses - 416
Reversal of reserve for refund of guarantee fees 2,843 3,627 T Cash flow from investing activities
Reversal of reserve for mortgage transfer registration 3,126 32 Outlays on acquisition of securities (bonds) A 1,506 A 48,500
Income from written-off claims recovered - 3,359 Income from redemption of securities (bonds) 61,360 29,960
Other ordinary income 592 1,281 Income from sale of securities (bonds) 50,575 31,153
Ordinary expenses 1,082,275 847,851 i i+ i -
Fund raising expenses 891,565 671,889 ?Aeti:;zr;?:;::;::;‘::;es erftes ldepost 125000) - 4 516,000
Interest on borrowings 671,348 446,150 Outlays on acquisition of tangible fixed assets AT0 A 69
Interest on bonds 219,685 225,339 Income from disposal of tangible fixed assets 32 -
Other interest paid 531 400 Net. ch.ange in rece_ivables under repurchase agreement 192,945 21,999
Insurance underwriting expenses 115,195 108,451 [~ indicates negative) Y ’
Net insurance paid 6,579 4514 Expenf:liture from ipcrease of monetary trusts A 260,700 A 57,842 :
Provision for reserve for outstanding claims - 751 (¢~indicates negative] v
Income from decrease of monetary trusts 80,707 63,563 M
Provision for policy reserve 256 = i N v
Group credit insurance premium paid 104,384 99,335 Other .expendlture - a0 &—)
Payment of group credit life insurance claims 3,976 3,852 Other income . i o ! 0 ¢
. i Cash flow from investing activities 248,351 A\ 475,737 ! 91».
Service transaction expenses 25,344 25,347 o
Service expenses 25,344 25,347 . o -
. II Cash flow from financing activities -
Other operating expenses 12,904 16,728 Net change in short-term borrowings from private : (w3]
Amortization of bond issuing expenses 8,772 7,773 institutions 122,200 110,200 c
Financial derivatives expenses 4,133 el Income from long-term borrowings from private A 143600 A 122200 g
Business expenses 25,268 24,267 institutions ' ’ )
Other ordinary expenses 12,000 1,140 Income from issuance of bonds (after deducting issuance 2908774 2,470,202 &
Provision for reserve for possible loan losses 11,986 — expense) '
Other ordinary expenses 14 1,140 Outlays on redemption of bonds £1,627,465 | 41,700,724
Ordinary income 120,846 201,158 Income from FILP borrowings 16,800 70,200
Extraordinary profit 1,718 118 Outlays on repayment of FILP borrowings A 3,914,712 | A 2,328,126
Gain on bad debt recovered 1,667 — Outlays on the payment of lease obligation AN 1,126 A 301 m
Other extraordinary income 50 118 Income from government injection monies 10,908 50,403 S
Reimbursement from insolvent customers based on restructuring plan 50 118 Outlays for payment to national treasury concerning A54346| A 37,481 g
Extraordinary losses 95 4 unnecessary estates 5
Loss on disposal of tangible fixed assets 69 _ Cash flows from financing activities | A 2,682,567 | A 1,487,827 G
Impairment loss 26 4 . ,n.’,,
Net income 122,469 201,272 IV Decrease in cash /\ 648,798 A 82,392 Q
Transfer from reserve for special purpose 9,856 - V Opening balance of cash 1815200 666,401
Transfer from reserve of previous mid-term target - 7,957 VI Closing balance of cash 666,401 584,009
Gross income 132,324 209,229
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Statement of Administrative Cost Caluculations

(unit: million yen)

Item FY 2011 FY 2012
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 891,565 671,889
Insurance underwriting expenses 115,195 108,451
Service transaction expenses 25,344 25,347
Other operation expenses 12,904 16,758
Business expenses 25,268 24,267
Other ordinary expenses 12,000 1,140
Loss on disposal of tangible fixed assets 69 =
Impairment loss 26 4
Subtotal 1,082,370 847,855
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management A\ 967,274 A\ 871,846
Income from insurance underwriting 104,752 102,425
Income from service transactions, etc. 21,149 A 930
Income from other operating activities — A 97
Other ordinary income A 6,562 A 8,716
Gain on bad debtrecovered 1,667 =
Reimbursement from insolvent customers based on restructuring plan A\ 50 A 118
Subtotal 2\ 1,081,455 /N 984,132
Total operating expenses 915 136,276
II Impairment loss not recorded in income statement 66 12
II Other than difference on sales not recorded in income statement 2,476 21,299
IV Expected increase in retirement benefits not recorded in allowances 7 6
V Opportunity costs
Opportunity costs related to items such as central and local government injection monies 6,946 3,867
VI Administrative cost 5,458 N 133,689

Significant Accounting Policies (overall agency)

. Depreciation
A straight line method is applied. The useful lives of major assets are given below:
Building - 2 - 50 years
Other tangible fixed assets - 2 - 43 years
. Criteria for Recording Reserves
Reserves for possible loans losses
Borrowers are categorized into one of six groups - normal borrowers, borrowers requiring caution, other
borrowers requiring caution, borrowers with high p ility of default, ially
and borrowers in default - and reserves are recorded to cover losses on purchased loans and loans on the
following bases.

a. For “substantially defaulted borrowers” and “borrowers in default,” an amount is recorded for each loan
that is the difference between the balance of the loan and the expected recoverable amount from the
collateral.

b. For “borrowers with high probability of default,” a necessary amount of the difference between the balance
of the loan and expected recoverable amount from the collateral for each loan is recorded.

c. For “borrowers requiring caution” and “other borrowers requiring caution” concerning loans that cash flow
in collection of principal of loans and interests received can be rationally estimated, the difference between
the discounted amount of the cash flow by agreed interest rate and book value is recorded.

d. For loans other than listed above, an amount is recorded based on the historic possible loss rate during a

particular period.

In addition to the conventional estimation of securitization support account based on the historic estimated

loss rate during a particular period, the estimated loss rate is calculated by taking into consideration recent

increase in newly purchased loans and changes in future portfolio. Therefore, provision for reserve for
possible loan losses has increased by ¥18,719,966,989 and ordinary, net and gross incomes have
decreased by the same amount, compared to the conventional method.

Allowance for Bonuses

In order to pay bonuses to directors and employees, the amount of expected bonus payments for the

following year that is attributable to the current year is recorded.

Allowance for Retirement Benefits

In order to pay retirement benefits to directors and employees, an allowance is recorded based on the

retirement benefits obligations and projected pension assets at the end of the particular business year.

Past service liabilities are recorded as expenses equally over a set number of years (10 years) within the

average remaining number of working years of the director or employee from the time the liability is

generated.

Actuarial differences are recorded as expenses equally over a set number of years (10 years) within the

average remaining number of working years of the director or employee starting from the business year

after the business year that the difference was generated.

Allowance for Refund of Guarantee Fees

Parties who receive loans that are part of the account for loans for building accumulation saving scheme-

tied houses and the outstanding loan management special account and loans related to transferred claims

(from pension) described in Notes 1 (2) and that are part of the housing loan account paid a guarantee free

when entrusting a guarantee to the Housing Loan Guarantee Corporation on their loans as stipulated by

Paragraph 1, Article 6, of the Supplementary Provisions of the Japan Housing Finance Agency Law (Law

No. 82 of 2005, referred to below as JHF Law). In order to cover the necessary expenses for refunds of

prepaid fees, the expected amount of refunds is recorded.

Reserve for Mortgage Transfer Registration

The estimated amount of future payment is recorded to cover registration fees for future mortgage

transfers to JHF regarding The Government Housing Loan Cooperation (“GHLC") originated loans and

purchased loans inherited from GHLC as stipulated by Paragraph 1, Article 3, of the Supplementary

Provisions of JHF Law and transferred claims (from pension) described in Notes 1 (2).
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In order to pay for future liabilities related to insurance relations stipulated by Article 3 of the Home
Mortgage Insurance Law (Law No. 63 of 1955), an amount is recorded based on the method given in
Calculation Method Designated by the Competent Minister Based on Article 13 of the Ministerial Ordinance
Related to Accounting and Finances of and the Conduct of Operations by Japan Housing Finance Agency
(Finance No. 203 and National Housing Material No. 29: May 30, 2011). The above ministerial ordinance is
Ministerial Ordinance Related to Accounting and Finances of and the Conduct of Operations by Japan
Housing Finance Agency (Ministry of Finance and Ministry of Land, Infrastructure, Transport and Tourism
Ministerial Ordinance No. 1 of 2007, referred to below as the ministerial ordinance).

Method and Criteria for Valuing Marketable Securities (including marketable securities invested as trust
asset in the money in trust)

Securities held to maturity

The amortized cost method (straight-line method) is applied.

Other securities

The purchase price is recorded.

. Method for Valuing Financial Derivative Products (Derivative Transactions)

The market value method is applied.

Treatment of interest rate swap transactions

Interest rate swap transactions on the securitization support account

Gains and losses from interest rate swaps contracted to hedge the pipeline risk of bonds the Agency
issues for the procurement of funds needed to purchase mortgages from lenders are recognized as gains
from deferred derivative instruments and losses from deferred derivative instruments pursuant to the
stipulations of Article 12 of the Ministerial Ordinance in accordance with the methods designated by the
competent minister

(Concerning Methods Designated by the Competent Minister of State based on the Stipulations of Article
12 of the Ministerial Ordinance concerning the Operations, Finance, and Accounting of Japan Housing
Finance Agency (April 1, 2007, Finance No. 174 and National Housing Material No.122)).

Interest rate swap transactions on the housing loan account

Deferred hedge accounting is used to account for interest rate swap transactions contracted in order to
hedge the pipeline risk of bonds of JHF issued to procure funds for lending as construction funds for rental
housing.

Hedge effectiveness is assessed based on the variation in the amount of hedged objects and hedging
instruments.

Depreciation of Bond Issue Premiums

Bond issue premiums are amortized using a straight line method over the maturity of the bond

Method for Recording Opportunity Costs in the Statement of Administrative Cost Calculations

Taking into account the interest on 10-year government bonds at the end of March 2013, 0.560% was
applied for calculating the opportunity costs for central government investments and local government
investments.

. Accounting for Leases

Finance leases with a total leas fee of ¥3 million or greater are accounted for as regular purchases.
Finance leases with a total lease fee less than ¥3 million are accounted for as normal leases.
Accounting for consumption tax

The tax inclusive method is applied.




Notes (overall agency)

1. Matters Relating to the Balance Sheet
(1) Collateralized Assets
Purchased loans and loans are entrusted as collateral for mortgage backed securities.

(Unit: yen)

Assets entrusted as collateral Collateral related liabilities

Item Amount Item Amount

Securitization Support Account | Purchased loans 9,469,139,729,337 MBS 7,905,481,268,126

Housing Loan Account Loans 37,820,566,730 MBS 44,152,910,150

Outstanding Loan Management 2,849,429,999,458 2,639,844,603,724
) Loans MBS
Special Account
Total 12,356,390,295,525 10,589,478,782,000

(2) Transferred Claims (From pension)
Based on Item 3, Paragraph 1, Article 7 of the Supplementary Provisions of the Japan
Housing Finance Agency Law (Law No. 82 of 2005; referred to below as JHF Law), the
balance of claims transferred from the Welfare and Medical Service Agency are recorded.

(3) Gains and Losses from Deferred Derivative instruments
Gains and losses on interest rate swaps stipulated by Article 12 of the Ministerial
Ordinance Related to Accounting and Finances of and the Conduct of Operations by
Japan Housing Finance Agency (Ministry of Finance and Ministry of Land, Infrastructure
and Transportation Ministerial Ordinance No. 1 of 2007) are deferred.

. Matters relating to income statement

Based on the Practical Guidelines on Accounting Standards for Financial Instruments

(Accounting Practice Committee Report No. 14 of Japanese Institute of Certified Public

Accountants,) “gain on written-off claims revocered” is recorded in “ordinary income.”

N

w

Matters Relating to Statement of Cash Flows

(1) Breakdown of closing balance of cash on the balance sheet by item
Cash and due from bank :  ¥584,009,031,480
Closing balance of cash :  ¥584,009,031,480

(2) Material Non-cash Transactions
During FY 2012, the value of newly-recorded assets and liabilities related to finance
leases, which are significant non-cash transactions, were both ¥870,865,391.

>

Matters Relating to Statement of Administrative Cost Calculations
The expected increase in retirement benefits not included in allowances is related to parties
seconded from the central government.
Matters Relating to Retirement Benefits
(1) Overview of the Retirement Benefit Plan
A lump-sum retirement benefit and employee pension have been established as a defined
benefit pension plan.

o

(2) Matters Relating to Retirement Benefit Obligations
(Unit: yen)

Category As of March 31, 2013

A) £ 44,312,756,161

Retirement benefit obligation

(
Pension assets (B) 11,314,216,861
Unfunded retirement benefit obligations  (C)=(A)+(B) £ 32,998,539,300
Unrecognized prior service obligations D) 0
Unrecognized actuarial differences (E) 4,739,093,009
Net amount recorded in balance sheet (F)=(C)+(D)+(E) £\ 28,259,446,291
Prepaid pension costs G) 0
Reserve for retirement benefit (F)-(G) £ 28,259,446,291
(3) Matter Relating to Retirement Benefit Expenses
(Unit: yen)

Category From April 1, 2012 to March 31, 2013
1,161,591,860
616,543,896

172,538,537

Service cost
Interest cost

Expected return on plan assets

of prior service obligati 0
Amortization of actuarial differences 815,196,501
Other (such as extra retirement benefit) 0

Net pension expenses 2,420,793,720

(4) Matters Relating to Basis for Calculating Retirement Benefit Obligations, etc.

Category
a.Discount rate 1.4%
b.Expected rate of return 1.7%
c.Method for attributing the projected benefits to periods of services | Straight-line method
d.Number of years for disposal of past service liabilities

As of March 31, 2013

10 years (past service liabilities are recorded as
expenses or income equally over a set number of
years of the average remaining number of working
years of the director or employee at the time the
liability is generated.)

e.Amortization of recognized actuarial differences 10 years (actual differences are recorded as
expenses or income equally over a set number of
years of the average remaining number of working
years of the director or employee starting from
the business year after the business year that the
difference is generated.)

6. Impairment losses on fixed assets
(1) Assets in which impairment is recognized

The employee dormitories listed below (buildings, etc., and land) are planned to be
disposed due to material deterioration in usability, so impairment is recognized in this
fiscal year.

Impairment losses relating to buildings, etc. are recorded in the income statement, while
impairment losses relating to land are not recorded in the income statement as they are
treated as impaired loss not included in profit and loss.

(Unit: yen)
Agency branch Dormitory Location Book value i losses
designation designation Buildings, e«c.\ Land \ Total | Buildings, e«c.\ Land
Kinki Fujidera Dormitory | Fujidera ity | 42,303,000 134,697,000 177,000,000 3,939,120 12,303,000

(Note 1) Book values are carrying values as of the end of the period under review..
(Note 2) The impairment losses are calculated according to the real estate appraisal values based on the net selling values.

(2) Assets in which impairment is indicated
Indication of impairment was recognized since the employee dormitories listed below
(buildings, etc., and land) are to be abolished by FY 2016. However, these dormitories
have functions pursuant to their usage and have been ordinally maintained and managed,
so impairment is not recognized.

~

(Unit: yen)
Agency branch Dormitory Location Book value
designation designation Buildings, etc. Land Total

1 Kita-Kanto Kouun Domitory Maebashi City 22,613,234 42,800,000 65,413,234
2 Kita-Kanto Minami-cho Domitory Maebashi City 57,640,549 51,300,000 108,940,549
3 Kita-Kanto Minami-cho No.2 Domitory Maebashi City 83,487,028 44,200,000 | 127,687,028
4 Head Office Wakamatsu Domitory Sinjyukuku 167,730,803 | 485,000,000| 652,730,803
5 Head Office Daita Domitory Setagayaku 933,249 237,000,000 237,933,249
6 Head Office Umegaoka Domitory Setagayaku 37,808,270 | 226,000,000 263,808,270
7 Head Office Shoan Domitory Suginamiku 24,853,673 202,000,000 226,853,673
8 Head Office Asaka Domitory Asaka City 108,880,960 104,000,000 212,880,960
9 Tokai Kanda Domitory Nagoya City, Chikusaku 18,190,965 80,000,000 98,190,965
10|  Chugoku Sanjo Domitory Hiroshima City, Nishiku 28,053,442 62,300,000 90,353,442
1 Shikoku Saiho Domitory Takamatsu City 10,123,014 27,500,000 37,623,014
12 Kyushu Nishijin No.2 Domitory | Fukuoka City, Sawaraku 2,409,702 53,400,000 55,809,702
13| Minami-Kyushu Suizenji No.1 Domitory | Kumamoto City, Chuoku 49,134,652 50,000,000 99,134,652
14| Minami-Kyushu Obiyama Domitory Kumamoto City, Chuoku 20,245,572 23,600,000 43,845,572
Total 632,105,113 | 1,689,100,000 | 2,321,205,113

(Note) Book values at the end of year are recorded as the date of aboilishment is not fixed.

. Financial Products

(1) Matters Relating to the Situation of Financial Productss
a. Policy on Financial Products

To support financing of private financial institutions providing monies required for housing
construction, JHF conducts loan assignment business. JHF also conducts lending
business to provide financing for constructing disaster mitigation building and to
supplement lending of private financial institutions. In order to conduct these businesses,
the agency raises funds by issuing FILP (Fiscal Investment and Loan Program) agency
bonds and borrowing from financial institutions as well as Fiscal Investment and Loan
Program.

o

. Description and Financial Products and their Risk

The financial assets held by JHF are mainly mortgages to individuals in Japan, which
are exposed to credit risk that is caused by contractual default by borrowers. In
addition, most of the mortgages are long-term fixed rate loans, which are exposed to
market risk including prepayment risk, refunding risk and pipeline risk. The securities
held by the agency are mainly bonds, which are held to maturities and are exposed to
credit risk of the issuer and market risk.

JHF’s sources of fundings are FILP agency bonds and borrowings, which are exposed
to liquidity risk that can cause failures in fund raising under certain adverse market
conditions.

c. Risk Management System relating to Financial Products
(a) Efforts for Risk Management

In order to build a systematic, cross-sector risk management system, JHF has
designated a specific exeutive and a department to control overall risk management.
It has also designated executives and departments that deal with individual risks
both in quantity and in quality and committees to support them. Specifically, the
credit risk management committee has been established to manage credit risk, and
the ALM risk management committee has been established to deal with market risk,
liquidity risk and counterparty risk. Each committee monitors risks in its jurisdiction
and discusses plans and proposals concerning the management of those risks.
JHF holds a specific executive and department responsible for the integrated
management of all categories of risks. The executive and department follow and
evaluate the assessment and management of individual risks and report to the board
of directors on a regular base.
JHF has set up and implemented the Risk Management Basic Manual which
stipulates basics of individual risk definition, risk management purpose, risk
management framework and methods. JHF has also set up the Risk Management
Manual which stipulates risk management framework and method for individual
risks.
Pursuant to these manuals, risks are managed according to their profiles and JHF
promotes an integrated risk management through a comprehensive understanding
and evaluation of individual risks.

(b) Credit risk management

The section responsible for credit risk management secures independence from the
sales promotion department and has established a framework to appropriately
conduct: purchase loan underwriting, loan underwriting, management and servicing
of loans retained by JHF, and loan self-assessment. In order to check and manage
credit risk correctly, the agency categorizes holding credits based on their risk
profiles, analyses the attributes of the borrowers in our portfolio by category, and
estimates the amount of possible future losses and costs of dealing with credit risk.

(c) Market risk management

JHF has established a market risk management department independent from
market department to appropriately manage prepayment risk, refunding and/or
reinvesting risk, and pipeline risk.

JHF has managed prepayment risk by utilizing prepayment models and by
estimating prepayments and also by securitization and issuance of various maturity
bonds. JHF assumes future cash flow of assets and liabilities reflecting interest rate
fluctuation and measures term net profit and loss indicated by such cash flows and
monitors duration and other risk indicators so as to properly manage refunding and/
or reinvestment risk.

(d) Liquidity risk management

In JHF, a risk management department, which is independent of the financing
management department has set short-term liquidity standards and other financing
management indicators to implement monitoring. Moreover, administrative
categories have been established according to cash management tightness and
actions have been predetermined depending on the administrative category. In
addition, it secures financing methods such as emergency borrowing facilities, and
prepares responsive measures to deal with situations that may affect financing
position.

(e) Counterparty risk management
With regard to the credit status of investment counterparties, JHF has established
risk management division, which is independent of the funding management division,
to set up the counterparty credit risk management indicators and implement
monitoring.
As to monitoring activities, with regard to the management of surplus funds invested
in Government bonds, municipal bonds, and government-guaranteed bonds, etc.,
credit risk management methods have been established for issuers of bonds held by
JHF.
With regard to interest rate swap transactions, credit risk management methods
have been established for the financial institutions that are counterparties to interest
rate swap transactions.
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d. Supplementary Explanation on the Matters Relating to the Mark to Markets of Financial
Products
The fair values of financial products include values based on market prices, and if
market prices are not available, they include rationally calculated values. As the market
prices are calculated based on certain preconditions, etc., the values may vary when
using different preconditions.

(2) Matters Relating to the Mark to Markets of Financial Products
The values of major financial products on the balance sheet as of the end of the fiscal year
and their market prices and differences between the book value are outlined below. The
value of products whose market prices are difficult to obtain are not included in the table
(refer to Note 2).

For housing land bonds, estimated future cash flows were discounted at a rate that would
be applied to a new similar bond issue to calculate the market price.

(8) Accounts payable
The term when the outstanding payment was unpaid was short, and the market price was
very close to the book value. Accordingly, the book value was applied as the market price.
Financial derivative products
Financial derivative products JHF executes are an interest-rate swap agreement. The

market price was calculated based on discount cash flows.

(Note 2) Unlisted stocks (value on the balance sheet: ¥16,150,000) have no market price, which
makes it difficult to estimate their market price. Accordingly, the market price is not
required to be disclosed.

(Unit: yen)
Book value on the Market price Difference 8. Securities -
balance sheet P (1) Securities held to maturity )
(1) Cash and due from banks 584,009,031,480 584,009,031,480 0 (Unit: yen)
Book value on the ] )
(2) Receivables under resale agreements 34,991,894,000 34,991,894,000 0 Category Type balance sheet Market price Difference
(3) Money in trust 769,037,553,289 775,951,397,519 6,913,844,230
» Secunt Government bonds 235,880,698,958 259,021,242,100 23,140,543,142
(4) Securities Securities whose  [\Viunicipal bonds 148,296,547,262 159,170,623,100 10,874,075,838
Securities held to maturity 727,645,774,646 771,519,597,000 43,873,822,354 market price Government
Other securities 1,311,000,000,000 1,311,000,000,000 0 exceeds the book | -7 "I 20,045,892,647 21,081,349,800 1,035,457,153
5) Purchased 9,982,719,174,715 value on the 2
(5) Purchased loans ,982,719,174, balance sheet Corporate bonds 246,903,246,489 259,634,735,000 12,731,488,511
Reserve for possible loan losses (*1) £ 64,061,103,504 Subtotal 651,126,385,356 698,907,950,000 47,781,564,644
9,918,658,071,121 10,004,014,475,435 85,356,404,314 Government bonds 0 0 0
(6) Loans 18,071,401,646,991 Securities whose [ Municipal bonds 0 0 0
Reserve for possible loan losses (*1) £ 391,245,422,806 market price does Government
17,680,156,224,185|  18,876,538,541,592 1,196,382,317,407 notexceedsthe | - onteed bonds 400,140,183 400,000,000 4140183
. book value on the
(7) Claims for indemnity (1) 6,185,344,989 6,185,344,989 0 balance sheet Corporate bonds 76,119,249,097 72,211,647,000 £ 3,907,602,097
(8) Transferred claims (from pension) (*1) 102,975,518,544 110,041,492,158 7,065,973,614 Subtotal 76,519,389,290 72,611,647,000 £\ 3,907,742,290
Total assets 31,134,659,412,254 32,474,251,774,173 1,339,592,361,919 Total 727,645,774,646 771,519,597,000 43,873,822,354
(1) Borrowings 15,374,773,922,000 16,600,484,728,246 1,225,710,806,246
(2) Bonds (2) 13,918,950,073,951 14,635,436,495,057 716,486,421,106 (2) Other securities
(3) Accounts payable 212,935,950,000 212,935,950,000 0 (Unit: yen)
Total liabilities 29,506,659,945,951 31,448,857,173,303 1,942,197,227,352 Book value on the N
" y — - Category Type Acquisition cost Difference
Financial derivative products (*3) (12,140,877,055) (12,140,877,055) 0 balance sheet
Total financial derivative products (12,140,877,055) (12,140,877,055) 0 Book Value on the
" — - balance sheet does not Other 1,311,000,000,000|  1,311,000,000,000 0
(*1) Amounts of general and individual reserves for possible loan losses for purchased loans and loans are deducted. Since q ftion cost
reserves for possible loan losses for claims for indemnity and transferred claims (from pension) are less important, their values exceed acquisii
are subtracted from the amounts on the balance sheet.
("2) Since bond issue premiums are less important, the values are subtracted from the amount on the balance sheet. None of the book values on the balance sheet exceed its acquisition cost.
(*3) The values of financial erivative products listed as assets o liabilities are indicated en bloc. The changes in values of assets/
liabilities caused by transactions are indicated on a net basis, and if the sum of them results in negative, the item is indicated in
parentheses. (3) Securities held to maturity that were sold in FY 2012
(Unit: yen)
(Note 1) Method of Calculating the Market Price of Financial Products Type Cost Proceeds Difference
Assets Government Bonds 5,691,202,768 6,025,068,670 333,865,902
(1) Cash and due from banks Municipal bonds 10,364,354,590 10,754,929,600 390,575,010
All dues from banks had no fixed maturity date, and the market price was close to the Government- 1,424,667,957 1,490,524,800 65,856,843
book value. Accordingly, the book value was applied as the market price. guaranteed bonds
(2) Receivables under resale agreements Corporate bonds 12,374,362,565 12,882,708,400 508,345,835
Since contracts are for short-term and fair value approximates book value, book values Total 29,854,587,880 31,153,231,470 1,298,643,590

are used as market price.

(3) Money in trust
The market price was based on values provided by counterparty financial institutions.

(4) Securities
The market price of bonds was based on market prices, including quotation by market
makers, released by industry groups. The market price of certificates of deposit is
indicated by the book value, since they had a short contract period and their market price
was close to the book value.

(5) Purchased loans
The future cash flow of purchased loans was estimated in terms of their type, borrowers
and maturities. The future cashflow was then discounted at a rate that would be applied
to a similar newly purchased mortgage to calculate the market value. Regarding the loans
of borrowers in default, substantially defaulted borrowers and borrowers with high
probability of default, as the sum of loans losses was estimated based on an expected
recoverable amount from the collateral and guarantee. The market price was close to the
net of the value on the balance sheet at the fiscal year and the estimated sum of loan
losses. Accordingly, such price was applied as the market price.

(6) Loans
The future cash flow of loans was estimated in terms of their type, borrowers and
maturities. The future cashflow was then discounted at a rate that would be applied to a
similar newly originated loan to calculate the market price.
Regarding the loans of borrowers in default, substantially defaulted borrowers and
borrowers with high probability of default, as the sum of loan losses was estimated based
on an expected recoverable amount from the collateral and guarantee, the market price
was close to the net of the value on the balance sheet at the fiscal year end and the
estimated sum of loan losses. Accordingly, such price was applied as the market price.
As for the loans on bills, the maturities are so short and the market value was close to the
book value that the book value is applied as market value.

(7) Claims for indemnity
As the sum of loan losses was estimated based on an expected recoverable amount from
the collateral and others, the market price was close to the net of the value on the balance
sheet at the fiscal year end and the market estimated sum of loan losses. Accordingly,
such price was applied as the market price.

(8) Transferred claims (from pension)
The future cash flow of transferred claims (from pension) was estimated in terms of their
type, borrowers and maturities. The future cashflow was then discounted at a rate that
would be applied to a similar newly transferred loan to calculate the market price.
Regarding the loans of borrowers in default, substantially defaulted borrowers and
borrowers with high probability of default, as the sum of loan losses was estimated based
on an expected recoverable amount from the collateral and others, the market price was
close to the net of the value on the balance sheet at the fiscal year end and the estimated
sum of loan losses. Accordingly, such price was applied as the market price.

Liabilities

(1) Borrowings
The total amount of principal and interest was discounted at a rate that would be applied
to a possible similar borrowing to calculate the market price.
The contracted term for borrowings at private financial institutions was short, and the
market price was close to the book value. Accordingly, the book value was applied as the
market price.

(2) Bonds
The prices of mortgage-backed securities and general lien bonds were based on market
prices, including quotation by market makers, released by industry groups.
Regarding property accumulation saving scheme-tied housing bonds, the total amount of
principal and interest is discounted at a rate that would be applied to a new similar bond
issue to calculate the market price.

Reason for the sale: The securities were sold for payments to the national treasury in connection with
said sales have b i by the minister as ions wh

een

recorded in income statements

9. Material Liability Incurring Activities
There is nothing to report.

10. Important subsequent events
(1) Return of the subrogated portion of employees' pension fund

unnecessary assets. The

ose difference on sales is not

As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
returning future subrogated portion of employees’ pension fund. On the dates of approval
of returning the past subrogated portion as well as returning pension asset in future, profit
and loss concerning return of substitutional part is recorded and extinguishment of
retirement benefit obligations is recognized. Accounting effect on the profit and loss
remains to be seen.
(2) Appropriation of asset

Important asset which sales contract has been agreed by the end of the fiscal period is as
follows. This is recorded on the balance sheet since the asset has not yet been delivered.

(Unit: yen)
Book value
Agency branch Asset Location .
designation Buidings, etc. Land Total
Head Office é‘r’::: ) General Sport Mitaka City - 1,990,000,000|  1,990,000,000

(Note) Book values are carrying values as of the end of the fiscal period under review.

11. Payments to the national treasury in connection with unnecessary assets

(1) Outline of unnecessary assets in relation to which payments were made to the national
treasury
a) Type
Cash, deposits and securities
b) Book value
Cash and deposits ¥6,989,624,444 Securities ¥29,854,587,880

(2) Cause of becoming an unnecessary asset
As the result of a review of the execution of capital, based on the future expected
business volume, it was found that the above assets became unnecessary to conduct the
business without uncertainty.

(3) Method of payment into the national treasury
Payment into the national treasury was made in accordance with the stipulations of Article
46-2 paragraphs 1 and 2 of the Act on General Rules for Incorporated Administrative
Agencies (Law No. 103 of 1999).

(4) Income from the transfer of assets for which payment was made in cash.
¥31,153,231,470

(5) Amount paid into the national treasury
¥37,481,066,204

(6) Date of payment into the national treasury
November 21, 2012

(7) Amount of reduction in capital
¥36,445,480,000




Securitization Support Account

The securitization support account consists of the loan purchasing account (Purchase Program) and the MBS guarantee
account (Guarantee Program).

In FY 2012, the loan purchasing account posted a gross profit of ¥25.6 billion, a decrease of ¥7 billion from FY 2011.
This was a result of an increase in provision for reserve for possible loan losses due to the change in calculation method
of possible loan losses and other factors while ordinary income was increased according to the increased outstanding
balance of purchased loans.

The gross profit of the MBS guarantee account was ¥1.3 billion, an increase of ¥0.03 billion from FY 2011. This was due
to a decrease in amount of net insurance money paid as well as the reversal of policy reserve continuously recorded
since FY 2011.

As a result, JHF posted a gross profit of ¥26.9 billion in the total securitization support account.

Balance Sheet

(unit: million yen)

Item FY 2011 FY 2012 Item FY 2011 FY 2012
(Assets) (Liabilities)

Cash and due from banks 150,496 278,637 | Loans from other account 530,143 684,601
Cash 0 1 Long-term loan from other account 530,143 684,601
Due from banks 100,250 247,824 | Bonds 7,841,866| 9,242,010
Agency deposits entrusted 50,245 30,812 Mortgage-backed securities 6,833,968 | 7,905,481

Money in trust 565,424 514,044 General lien bonds 939,354 | 1,172,902

Securities 390,242 431,938 Housing land bonds 68,746 163,804
Government bonds 139,807 152,874 Bond issue premiums( 2 ) A 202 A1T77
Local government bonds 70,750 71,784 | Reserve for insurance 13,677 11,613
Government guaranteed bonds 10,216 7,122 Policy reserve 13,677 11,613
Corporate bonds 169,469 180,159 | Subsidies payable, etc. 560,549 509,046
Certificate of Deposit - 20,000 ts::’:c':l'te;ziﬁbs'::‘ ;°f';::;:9""°y measures | 557.871| 506,838

Purchased loans 8,609,873 | 9,982,719 Subsides payable for securitization business 489 107

Other assets 203,058| 298,862 i“;?j;‘:;zslg:ﬁ':frf::g::r;g;g‘z ;?::;‘;’r‘:s 2,190 2,101
Accrued revenue 9,935 10,658 | Other liabilities 580,235 490,271
Financial derivative products 238,389 240,176 Accrued expenses 10,006 11,529
Financial derivative product loss carry forward 42,599 44,744 Financial derivative products 249,683 250,029
Accrued insurance premiums 28 26 :;::vr;:;al derivative product gain carry 14,905 11,987
Other assets 2,042 2,821 Accounts payable 303,574 212,936
Accounts receivable for other accounts 965 437 Other liabilities 959 2,856

Tangible fixed assets 34,407 34,621 Accounts payable for other accounts 1,106 933
Buildings 15,604 15,669 | Allowance for bonuses 265 247
Accumulated depreciation( 2 ) A 3,312 A 3,842 | Allowance for retirement benefits 11,762 12,971
Accumulated impairment losses( 2 ) A 26 A 29 | Reserve for mortgage transfer registration 726 400
Land 22,048 22,048 | Guarantee obligation 244,556 214,036
Accumulated impairment losses( 2 ) 436 A 448
Construction in process account — 86 Total liabilities 9,783,779 | 11,165,195
Other tangible fixed assets 1,016 1,843
Accumulated depreciation( 2 ) 488 AT04 (Net assets)

Accumulated impairment losses( 2 ) A A1 | Capital 474,063 516,121
Guarantee obligation reversal 244,556 214,036 Government injection monies 474,063 516,121
Reserve for possible loan losses( 2 ) A 48,610 A 64,140 | Capital surplus 2405 A 394

Capital surplus 30 54

:::fli:tn;:lgtlzgsl?za)ured loss not included in £ 436 A 448

Surplus carried forward (or loss carried forward) 17,090 9,797

Unappropriated profit (or loss) 17,090 9,797

(of which, gross profit) (33,830) (26,887)

Total net assets 456,567 525,523

Total assets 10,240,347 | 11,690,718 Total liabilities and net assets 10,240,347 | 11,690,718
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Income Statement

(unit: million yen)

Cash Flows Statement

(unit: million yen)

Item FY 2011 | FY 2012 Item FY 2011 FY 2012
Ordinary income 205,734 | 242,465 I Cash flow from operating activities
Income from asset management 160,780| 177,286 Outlays on the purchase of loans A 2,881,999 A 2,274,938
Interest on purchased loans 153,435| 170,631 Outlays on personnel expenses N\ 4,236 A\ 4,240
Interest and dividends on securities 7,329 6,600 Qutlays on insurance 1,631 1,283
Interest on receivables under repurchase agreement — 17 Other operating outlays 16,131 A 17,953
Interest on deposits 16 37 Income from collection of purchased loans 603,548 797,735
Income from underwriting insurance 2,575 2,376 I from interest on purchased loans 151,714 169,950
Net insurance premium revenue 387 312 Income from insurance premiums 396 314
Reversal of policy reserve 2,188 2,064 Income from other operations 1,128 1,399
Income from service transactions 25 23 Income from treasury subsidies 57,250 9,494
Guarantee fee 25 23 Outlays on the repayment of treasury subsidies 1,077 N\ 489
Other subsidies 41,132 62,133 Subtotal 2,091,038 A 1,320,011
Subsidies for emergency measures to facilitate housing finance 40,559 56,596 Interest and dividends received 61,537 60,554
Subsidies for securitization support business 512 5,446 Interest paid A\ 200,488 A 212,166
Subsidies for emergency measures including loans for recovery from disasters 61 91 Cash flow from operating activities| A 2,229,989 | A 1,471,622
Income from other operating activities - 97
Contract termination fees - 97 I Cash flow from investing activities
Other ordinary income 1,222 549 Outlays on acquisition of securities (bonds) 1,506 N\ 47,489
Reversal of reserve for retirement benefits accompanying transfer between accounts 52 = Income from redemption of securities (bonds) 15,720 17,820
Reversal of reserve for mortgage transfer registration 121 = Income from sale of securities (bonds) 50,575 8,180
Gain on written-off claim recovered — 5] Net change in securities (certificates of deposit) _ A 20.000
Other ordinary income 1,049 545 (A indicates negative) '
Ordinary expenses 171,864 | 215,691 Outlays on acquisition of tangible fixed assets AT0 A 69
Fund raising expenses 127,091 148,124 Income from disposal of tangible fixed assets 32 =
Interest on bonds 123,546| 143,812 Outlays on the increase of money in trust A 56,250 A 3,942
Other interest paid 531 400 Income from the decrease of money in trust 37,306 56,083
Interest on loans of other accounts 3,013 3,912 Other expenditures - A0
Insurance underwriting expenses 1,631 1,283 Other income 7 0
Net insurance paid 1,631 1,283 Cash flow from investing activities 45,814 10,583
Service transaction expenses 11,194 18,044
Service expenses 11,194 13,044 II Cash flow from financing activities
Other operating expenses 13,483 12,729 !ncome from issuance of bonds (after deducting 2798.124 2 127.049
Amortization of bond issuing expenses 8,550 6,743 issuance expense) . i o
Financial derivatives expenses 3,807 5,055 Outlays on redemption of bonds A 530,975 A\ 733,672
Other operational expenses 1106 031 Outlays on the payment of lease obligation 1,126 2 301
Business expenses 10,055 9,414 Income from government inje.ction monies 10,308 49,803
Other ordinary expenses 8,410 31,098 2::?!:::; Zi{]?::;::y?:;i::l treasury A\ 54,346 A 8,157
Provision for reserve for possible loan losses 8,409 29,249 Net change in short-term loan from other accounts 241700 B
Provision for reserve for retirement benefits accompanying _ 692 (£ indicates negative) ’
transfer between accounts Income from borrowings of long-term loan from 320.443 154.458
Provision for reserve for mortgage transfer registration — 25 other account ’ ’
Other ordinary expenses 1 1,131 Cash flows from financing activities 2,300,728 1,589,181
Ordinary income (or loss) 33,870 26,774
Extraordinary gain 55 118 IV Increase (or decline) in cash 116,553 128,141
Gain on written-off claims recovered 5 - V Opening balance of cash 33,943 150,496
Other extraordinary gain 50 118 VI Closing balance of cash 150,496 278,637
Reimbursement from insolvent customers by restructuring plans 50 118
Extraordinary losses 95 4
Loss on disposal of tangible fixed assets 69 =
Impairment loss 26 4
Net income (or loss) 33,830 26,887
Gross income (or loss) 33,830 26,887

Statement of Appropriation of Income

(unit: million yen)

I Unappropriated profit
Gross profit

Loss carry forward (from previous year)

II Appropriated profit
Voluntary reserve fund

26,887

217,090

9,797

9,797




Statement of Administrative Cost Caluculations

(unit: million yen)

Item FY 2011 FY 2012
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 127,091 148,124
Insurance underwriting expenses 1,631 1,283
Service transaction expenses 11,194 13,044
Other operation expenses 13,483 12,729
Business expenses 10,055 9,414
Other ordinary expenses 8,410 31,098
Loss on disposal of tangible fixed assets 69 =
Impairment loss 26 4
Subtotal 171,960 215,695
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management 2\ 160,780 A 177,286
Income from insurance underwriting A 2,575 A 2,376
Income from service transactions, etc. AN 25 A 23
Income from other operating activities - A 97
Other ordinary income N 1,222 A 549
Gain from bad debt recovered N5 —
Reimbursement from insolvent customers by restructuring plans A\ 50 A 118
Subtotal N 164,658 2\ 180,449
Total operating expenses 7,302 35,246
I Impairment loss not recorded in income statement 66 12
II Other than difference on sales not recorded in income statement A\ 2,476 A 435
IV Expected increase in retirement benefits not recorded in allowances 3 3
V Opportunity costs
Opportunity costs related to items such as central and local government injection monies 5,151 2,899
VI Administrative cost 10,046 37,725

Significant Accounting Policies (Securitization Support Account)

1. Depreciation
A straight line method is applied. The useful lives of major assets are given below:
Building - 2 - 50 years
Other tangible fixed assets - 2 - 43 years
2. Criteria for Recording Reserves
(1) Reserves for possible loans losses
Borrowers are categorized into one of six groups - normal borrowers, borrowers requiring caution,
other borrowers requiring caution, borrowers with high probability of default, substantially defaulted
borrowers, and borrowers in default - and reserves are recorded to cover losses on purchased loans
and loans on the following bases.

For “substantially defaulted borrowers™” and “borrowers in default,” an amount is recorded for each

loan that is the difference between the balance of the loan and the expected recoverable amount

from the collateral.

. For “borrowers with high probability of default,” a necessary amount of the difference between the
balance of the loan and expected recoverable amount from the collateral for each loan is recorded.

. For “borrowers requiring caution” and “other borrowers requiring caution” concerning loans that
cash flow in collection of principal of loans and interests received can be rationally estimated, the
difference between the discounted amount of the cash flow by agreed interest rate and book value
is recorded.

. For loans other than listed above, an amount is recorded based on the historic possible loss rate

during a particular period.
In addition to the conventional estimation of securitization support account based on the historic
estimated loss rate during a particular period, the estimated loss rate is calculated by taking into
consideration recent increase in newly purchased loans and changes in future portfolio. Therefore,
provision for reserve for possible loan losses has been increased by ¥18,719,966,989 and ordinary,
net and gross incomes have been decreased by the same amount, compared to the conventional
method.

(2) Allowance for Bonuses

In order to pay bonuses to directors and employees, the amount of expected bonus payments for the

following year that is attributable to the current year is recorded.

Allowance for Retirement Benefits

In order to pay retirement benefits to directors and employees, an allowance is recorded based on the

retirement benefits obligations and projected pension assets at the end of the particular business year.

Past service liabilities are recorded as expenses equally over a set number of years (10 years) within

the average remaining number of working years of the director or employee from the time the liability is

generated.

Actuarial differences are recorded as expenses equally over a set number of years (10 years) within the

average remaining number of working years of the director or employee starting from the business

year after the business year that the difference was generated.

Reserve for Mortgage Transfer Registration

The estimated amount of future payment is recorded to cover registration fees for future mortgage

transfers to JHF regarding purchased loans inherited from the Government Housing Loan Corporation

(“GHLC") as stipulated by Paragraph 1, Article 3 of the Supplementary Provisions of the Japan

Housing Finance Agency Law (Law No. 82 of 2005).
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3. Recognition criteria for policy reserves

In order to pay for future liabilities related to insurance relations stipulated by Article 3 of the Home
Mortgage Insurance Law (Law No. 63 of 1955), an amount is recorded based on the method given in
Calculation Method Designated by the Competent Minister Based on Article 13 of the Ministerial Ordinance
Related to Accounting and Finances of and the Conduct of Operations by Japan Housing Finance Agency
(Finance No. 203 and National Housing Material No. 29: May 30, 2011). The above ministerial ordinance is
Ministerial Ordinance Related to Accounting and Finances of and the Conduct of Operations by Japan
Housing Finance Agency (Ministry of Finance and Ministry of Land, Infrastructure, Transport and Tourism
Ministerial Ordinance No. 1 of 2007, referred to below as the ministerial ordinance).

4. Method and Criteria for Valuing Marketable Securities (including marketable securities invested as trust
asset in the money in trust)
(1) Securities held to maturity

The amortized cost method (straight-line method) is applied.
(2) Other securities
Acquisition costs are recorded.

5. Method for Valuing Financial Derivative Products (Derivative Transactions)
The market value method is applied.

6. Treatment of interest rate swaps
Gains and losses from interest rate swaps contracted to hedge the pipeline risk of bonds the Agency
issues for the procurement of funds needed to purchase mortgages from lenders are recognized as gains
from deferred derivative instruments and losses from deferred derivative instruments pursuant to the
stipulations of Article 12 of the Ministerial Ordinance in accordance with the method designated by the
competent minister (Concerning the Methods Designated by the Competent Minister based on the
Stipulations of Article 12 of the Ministerial Ordinance concerning the Operations, Finance, and Accounting
of the Japan Housing Finance Agency, April 1, 2007; Finance Circular No. 174 and National Housing
Material No. 122.)

7. Depreciation of Bond Issue Premiums
Bond issue premiums are amortized using a straight line method over the maturity of the bond

8. Method for Recording Opportunity Costs in the Statement of Administrative Cost Calculations
Taking into account the interest on 10-year government bonds at the end of March 2013, 0.560% was
applied for calculating the opportunity costs for central government investments and local government
investments.

9. Accounting for Leases

Finance leases with a total leas fee of ¥3 million or greater are accounted for as regular purchases.
Finance leases with a total lease fee less than ¥3 million are accounted for as normal leases.

. Accounting for consumption tax
The tax inclusive method is applied.
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Notes (Securitization Support Account)

1. Matters Relating to the Balance Sheet (Unit: yen)
o gﬁlf;:;aelg T:aﬁisaert:entrusled as collateral for mortgage backed securities. Book vaue on the balance sheet Market price Difference
The amount of assets collateralized and the amount of liabilities relating to collateral are described in (1) Cash and due from banks 278,636,883,173 278,636,883,173 o
Notes (overall agency). (2) Money in trust 514,044,239,395 520,568,023,677 6,523,784,282
(2) Financial Derivative Product Profit and Loss Carry Forward (3) Securities
Losses and profit on interest rate swaps stipulated by Article 12 of the Ministerial Ordinance Related to y
Accounting and Finances of and the Conduct of Operations by Japan Housing Finance Agency Secrities held to maturity 411,938,492,191 438,213,147,200 26,274,655,009
(Ministry of Finance and Ministry of Land, Infrastructure and Transportation Ministerial Ordinance No. 1 Other securities 20,000,000,000 20,000,000,000 0
of 2007) are carried forward. (4) Purchased loans 9,982,719,174,715

2. Matters relating to income statement Reserve for possible loan losses (*1) £ 64,061,103,594
Based on the Practical Guidelines on Accounting Standards for Financial Instruments (Accounting Practice 9,918,658,071,121 10,004,014,475,435 85,356,404,314
Committee Report No. 14 of Japanese Institute of Certified Public Accountants,) “gain on written-off Total assets 11,143,277,685,880 11,261,432,529,485 118,154,843,605
claims recovered” is recorded in “ordinary income. 1) Loans from other accounts 684,600,649,232 695,678,326,791 11,077,677,559

3. Matters Relating to Statement of Cash Flows (2) Bonds (*2) 9,242,009,925,774 9,691,866,601,229 449,856,675,455
(1) Breakdown of closing balance of cash on the balance sheet by item (3) Accounts payable 212,935,950,000 212,935,950,000 0

g‘asl"\ a"g ‘I"‘e “"”f‘ ba’:‘_' g;gggggggq;i Total liabiliies 10,139,546,525,006 10,600,480,878,020 460,934,353,014
losing balance of cash : ,636,883, - - =
() Material Non-cash Transactions Financial derivative products (*3) (9,853,119,852) (9,853,119,852) 0
During FY 2012, the value of newly-recorded assets and liabilities related to finance leases, which are Total financial derivative products (9,853,119,852) (9,853,119,852) 0
significant non-cash transactions, were both ¥870,865,391. (*1) Amounts of general and individual reserves for possible loan losses for purchased loansare deducted.
(#2) Since bond issue premiums are less important, the values are subtracted from the amount on the balance sheet.

4. Matters Relating to Statement of Administrative Cost Calculations (*3) The values of financial derivative products listed as assets or liabilities are indicated en bloc. The changes in values of assets/
The expeoted increase in retirement benefits not included in allowances is related to parties seconded :\’aal?\elgwﬁzé:ea:sed by transactions are indicated on a net basis, and if the sum of them results in negative, the item is indicated in
from the central government.

(Note) Method of Calculating the Mark to Market Price of Financial Products
5. Matters Relating to Retirement Benefits Assets
(1) Overview of the Retirement Benefit Plan (1) Cash and due from banks
A lump-sum retirement benefit and employee pension have been established as a defined benefit All dues from banks had no fixed maturity date, and the market price was close to the book value.
pension plan. ccordingly, the book value was applied as the market price.
A dingly, the book vall lied as thi ket
(2) Matters Relating to Retirement Benefit Obligations (@) Money in trust ) .
(Unit: yen) The market price was based on values provided by counterparty financial institutions.
(3) Securities
. e market price of bonds was based on market prices, including quotation by market makers,
Category As of March 31, 2013 Th ket f bond: based ket ludil tation b ket Ki
Retirement benefit obligation @) A 20.339.555.077 released by industry groups. The market price of certificates of deposit was indicated by the book
) ' value, since they had a short contract period and their market price was close to the book value.
Pension assets B) 5,193,225,540 (4) Purchased loans
_ The future cash flow of loans was estimated in terms of their type, borrowers and maturities. The future

Unfunded retirement benefit obligations ©=A+@) 4 15,146,329,587 cashflow was then discounted at a rate that would be applied to a similar newly purchased mortgage

Unrecognized prior service obligations D) 0 to calculate the market price.

: Regarding the loans of borrowers in default, substantially defaulted borrowers and borrowers with high

Unrecognized actuarial differences (€) 2,175,243,690 probability of default, as the sum of loan losses was estimated based on an expected recoverable

Net amount recorded in balance sheet (F)=(C)+(D)+(E) £12,971,085,847 amount from the collateral and guarantee, the market price was close to the net of the value on the

P . " 1 ) 0 balance sheet at the fiscal year end and the estimated sum of loan losses.

repaid pension costs @) Accordingly, such price was applied as the market price.
Reserve for retirement benefit (F)-@) £ 12,971,085,847 Liabilities
(1) Loans from other accounts
(3) Matter Relating to Retirement Benefit Expenses The total amount of principal and interest was discounted at a rate that would be applied to similar
(Unit: yen) newly originated loans to calculate the market price.
- @)
Category From April 1, 2012 to March 31, 2013 The prices of mortgage backed securities and general lien bonds were based on market prices,
- including quotation by market makers, released by industry groups.
Service cost 533,170,664 For housing land bonds, estimated future cash flows were discounted at a rate that would be applied
Interest cost 282,993,648 to a new similar bond issue to calculate the market price.
(3) Accounts payable

Expected retur on plan assets 479,195,190 The term when the outstanding payment was unpaid was short, and the market price was very close

Amortization of prior service obligations 0 to the book value, the book value was applied as market value.

Amortization of actuarial differences 343,091,316 Financial derivative products

Other (such as extra retirement benefit) 0 Financial derivative products JHF executes are an interest-rate swap agreement. The market price was

. calculated based on discount cash flows.

Net pension expenses 1,080,060,438

Financial derivative products
Financial derivative products JHF executes are an interest-rate swap agreement. The market price was

(4) Matters Relating to Basis for Calculating Retirement Benefit Obligations, etc.
calculated based on discount cash flows.

Category As of March 31, 2013 8. Securities
a. Discount rate 1.4% (1) Securities held to maturity (Unit: yen)
b. Expected rate of return on plan assets 1.7% Category Type BUbOT value E" \‘he Market price Difference
. Method for attributing the projected benefits to | Straight-line method alance sheef
periods of services Government bonds 152,873,935,200 166,821,099,100 13,947,163,900
whose i
d. Number of years for disposal of past service | 10 years (past service liabilities are recorded as expenses market price Municipal bonds 71,784,034,439 77,723,168,700 5,939,134,261
liabilities or income equally over a set number of years of the average exceads the book | Government 7121.669.642 7 580,089,400 455,399,758
remaining number of working years of the director or employee at value on the guaranteed bonds A T e
the time the liability is generated.) balance sheet Corporate bonds 133,809,766,865 142,374,234,000 8,564,467,135
. Amortization of recognized actuarial differ- ences | 10 years (actual differences are recorded as expenses or income Subtotal 365,589,406,146 394,498,571,200 28,909,165,054
equally over a set number of years of the average remaining G t bond 0 0 0
number of working years of the director or employee starting from whose |overnment bonds
the business year after the business year that the difference is market price Municipal bonds 0 0 0
generated) doos norenesed | Govermmert 0 0 0
the book value on | 222ranteed bonds
6. Impairment loss on fixed assets the bal heet Corporate bonds 46,349,086,045 43,714,576,000 £ 2,634,510,045
(1) Assets in which impairment is recognized ) © balance e subtotal 46,349,086,045 43,714,576,000 £.2,634,610,045
The employee dormitories listed below (buildings, etc., and land) are planned to be disposed due to - - —
material deterioration in usability, so impairment is recognized in this fiscal year. Total 411,938,492,191 438,213,147,200 26,274,655,009
Impairment losses relating to buildings, etc. are recorded in the income statement, while impairment .
losses relating to land are not recorded in the income statement as they are treated as impaired loss (2) Other securities (Unit: yen)
not included in profit and loss. Category TypeBook Book value on the balancesheet |  Acquisition cost Difference
(Unit: yen) Book value on 1he balance sheet Other 20,000,000,000|  20,000,000,000 0
Dormitory i Book value impairment losses. loes not exceed acquisition cost
JHF designation Location Buldngs,eto. | Land | Towl Buidings,etc. | Land None of the book values on the balance sheet exceed its acquisition cost
Kinki | Fujidera Dormitory | Fujidera City | 42,303,000 \ 134,697,000 \ 177,000,000 3,939,129 \ 12,303,000 (3) Securities held to maturity that were sold in FY 2012 (Unit: yen)
(Note 1) Book values are carrying values as of the end of the period under review. Type Cost Proceeds Difference
(Note 2) The impairment losses are calculated according to the real estate appraisal values based on the net selling values. Government bonds 30,073,324 32,870,970 2,797,646
(@) Assets in which impairment is indicated Corporate bonds 7,714,945,014 8,147,009,000 432,063,986
Indication of impairment was recognized since the employee dormitories listed below (buildings, etc., Total 7,745,018,338 8,179,879,970 434,861,632
and land) are to be abolished by FY 2016. However, these dormitories have functions pursuant to their Reason for the sale: The securities were sold for payments to me national treasury in connecnon with unnecessary assets.
usage and have been ordinally maintained and managed, so impairment is not recognized. The said sales have been by th minister whose difference on
salos is ot racordied In Income statemants.
(Unit: yen)
" Book vall 9. Material Liability Incurring Activities
Agency branch Dormitory Location 00K value There is nothing to report.
designation designation Buildings, etc. Land Total
1] Kita-Kant Kouun Domit Maebashi Cit 22,613234|  42,800,000] 65,413,234 10. Material Subsequent Events
! aranto Qufm omitory acbashi C! Y s - - (1) Return of the subrogated portion of employees’ pension fund
2 Kita-Kanto Minami-cho Domitory Maebashi City 57,640,549 51,300,000| 108,940,549 As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of returning future
3 Kita-Kanto Minami-cho No.2 Domitory Maebashi City 83,487,028 44.200,000| 127,687,028 subrogated portion of employees’ pension fund. On the dates of approval of returning the past
s R . subrogated portion as well as returning pension asset in future, profit and loss concerning return of
4 Head Office Wakamatsu Domitory Sinjyukuku 167,730,803 | 485,000,000| 652,730,803 substitutional part is recorded and extinguishment of retirement benefit obligations is recognized.
Accounting effect on the balance remains to be seen.
5 Head Office Daita Domitory Setagayaku 933,249 237,000,000| 237,933,249 (2) Appropriation of asset
6 Head Office Umegaoka Domitory Setagayaku 37,808,270 226,000,000 263,808,270 Important asset which sales contract has been agreed by the end of the period is as follows. This is
7 Head Office Shoan Domitory Suginamiku 24.853.673| 202,000,000 226.853.673 recorded on the balance sheet since the asset has not yet been delivered.
8| Head Office ‘Asaka Dormitory ‘Asaka City 108,880,060 104,000,000 212,880,960 (Unit: yen)
o Chi Agency branch v Book value
Tok Kanda Domit N /, Chikusak 18,190, ,000, ,190, cy bra
9 okai @anda Domitory lagoya City, Chikusaku 8,190,965 80,000,000 98,190,965 designation Asset Location Buildings, etc. Land Total
10 Chugoku Sanjo Domitory Hiroshima City, Nishiku 28,053,442 62,300,000 90,353,442 Kouko General Sport
1 Shikoku Saiho Domitory Takamatsu City 10,123,014  27,500,000| 37,623,014 Head Office | 50 g P Mitaka Gity 1,990,000,000 | 1,990,000,000
12 Kyushu Nishijin No.2 Domitory | Fukuoka City, Sawaraku 2,409,702 53,400,000 55,809,702 (Note) Book values are carrying values as of the end of the fiscal period under review.
13| Minami-Kyushu | Suizenji No.1 Domitory | Kumamoto City, Chuoku 49,134,652 50,000,000 99,134,652
- - 11. Material Subsequent Events
14| Minami-Kyushu Obiyama Domitory | Kumamoto City, Chuoku 20,245,572 23,600,000 43,845,572 (1) Outline of unnecessary assets in relation to which payments were made to the national treasury
Total 632,105,113 | 1,689,100,000 | 2,321,205,113 a) g’gsh and deposits and securities
(Note) Book values at the end of year are recorded as the date of aboilishment is not fixed. b) Book value P
Cash and deposits ¥16,340,944 Securities ¥7,745,018,338
7. Financial Products (2) Cause of becoming an unnecessary asset
(1) Matters Relating to the Situation of Financial Products As the result of a review of the execution of capital, based on the future expected business volume, it
Matters relating to the situation of financial products are described in Notes (overall agency). was found that the above assets became unnecessary to conduct the business without uncertainty.
(2) The values of major financial products on the balance sheet as of the end of the fiscal year, their (8) Method of payment into the national treasury

Payment into the national treasury was made in accordance with the stipulations of Article 46-2
paragraphs 1 and 2 of the Act on General Rules for Incorporated Administrative Agencies (Law No.
103 of 1999).
(4) Income from the transfer of assets for which payment was made in cash.
¥8,179,879,970
(5) Amount paid into the national treasury
¥8,156,871,660
(6) Date of payment into the national treasury
November 21, 2012
(7) Amount of reduction in capital
¥7,745,480,000

market values and differences between the book values are outlined below.




Housing Loan Insurance Account

In FY 2012, the gross income of the housing loan insurance account was ¥4 billion, an increase of ¥0.3 billion from FY
2011. This was due to a decrease in underwriting expenses by ¥3.4 billion against backdrops of a decrease in newly
insured loan amount and an increase in collected amounts after payment of insurance claims, etc., while income from

underwriting insurance decreased by ¥3.2 billion.

Balance Sheet

(unit: million yen)
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Item FY 2011 | FY 2012 Item FY 2011 | FY 2012
(Assets) (Liabilities)

Cash and deposits 11,021 1,683 | Insurance policy reserves 59,695 56,812
Cash 0 0 |Reserve for outstanding claims 52 802
Deposits 11,021 1,683 | Policy reserve 59,643 56,009

Money in trust 4,734 49| Subsidies payable, etc. 3,984 23

Securities 17807 | 10T | aciitate housing fnance | 9% 28
Government bonds 56,581 51,652 | Other liabilities 132 181
Local government bonds 47,245 35,234 Accrued expenses 37 48
Corporate bonds 6,014 4,063| Other liabilities 8 96
Certificates of deposit 37,766 31,792| Accounts payable for other accounts 87 37
Certificates of deposit - 7,000 | Allowance for bonuses 19 16

Loans to other account 31,975 31,975 | Allowance for retirement benefits 834 842
Long-term loans to other account 31,975 31,975

Other assets 1,449 634 Total liabilities 64,663 57,874
Accrued revenue 380 337
Accrued insurance premiums 1,004 264 (Net assets)

Other assets 65 33| Capital 130,000 102,000
Government injection monies 130,000 102,000

Capital surplus - 223

- 223

Surplus carried forward (or loss carried forward) 2,123 3,986

Unappropriated profit 2,123 3,986

(of which, gross profit) (3,649) (3,986)

Total net assets 132,123| 106,209

Total assets 196,786 164,082 Total liabilities and net assets 196,786 164,082
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Income Statement

(unit: million yen)

Cash Flows Statement

(unit: million yen)

Item FY 2011 | FY 2012 Item FY 2011 FY 2012
Ordinary income 11,803 8,630 I Cash flow from operating activities
Income from asset management 2,755 2,747 Outlays on personnel expenses A 319 A 301
Interest and dividends on securities 2,168 2,054 Outlays on insurance A\ 4,948 A 3,231
Interest on receivables under repurchase 3 3 Other operating outlays A\ 408 A 297
agreement Income from insurance premiums 6,412 2,953
Interest on deposits 3 6 Income from other operations 5 23
Interest from loans to other account 581 685 Outlay from transfer of treasury subsidies £ 38100 3,942
Income from underwriting insurance 6,718 5,842 to other accounts
Net insurance premium revenue 6,265 2,209 Subtotal A\ 37,358 AN 4,794
Reimbursement of unused reserve for 453 _ Interest and dividends received 2,968 2,959
outstanding claims Payment to the national treasury - AN2123
Reversal of policy reserve - 3,634 Cash flow from operating activities| A 34,390 A 3,958
Other subsidies 2,325 20
Subsidies for emergency measures to 2325 20 I Cash flow from investing activities
facilitate housing finance Outlays on acquisition of securities (bonds) — A 312
Other ordinary income 5 20 Income from redemption of securities
3,640 3,640
Reversal of reserve for retirement benefits _ - (bonds)
accompanying transfer between accounts Income on sale of securities (bonds) - 22,183
Other ordinary income 5 5 Net change in securities (certificates of _ A 7.000
Ordinary expenses 8,154 4,644 deposit) (4~ indicates negative) ’
Insurance underwriting expenses 7,392 3,981 Income from the decrease of money in trust 42,731 4,701
Net insurance paid 4,948 3,231 Outlays for long-term loans to other account A 5,500 -
Provision for unused reserve for outstanding _ - Cash flow from investing activities 40,871 23,211
claims
Provision for policy reserve 2,444 - II Cash flow pertaining to financial transaction
Service transaction expenses 3 3 Outlays for payments to national treasury —| Ao8591
Service expenses 3 3 concerning unnecessary assets ’
Other operating expenses 706 659 Cash flow pertaining to financial transaction —| A 28,591
Other ordinary expenses 54 -
Provision of reserve for retirement benefits 5 3 IV Increase (decrease) in cash 6,481 A 9,338
accompanying transfer between accounts V Opening balance of cash 4,540 11,021
Other ordinary expenses 0 - VI Closing balance of cash 11,021 1,683
Ordinary income 3,649 3,986
Net profit (or loss) 3,649 3,986
Gross profit (or loss) 3,649 3,986

Statement of Appropriation of Income

(unit: million yen)

I Unappropriated profit
Gross profit

II Appropriated profit
Voluntary reserve fund

3,986

3,986

3,986




Statement of Administrative Cost Caluculations

(unit: million yen)

Item FY 2011 FY 2012
I Operating expenses
(1) Expenses recorded in income statement
Insurance underwriting expenses 7,392 3,981
Service transaction expenses 3 3
Business expenses 706 659
Other operation expenses 54 -
Subtotal 8,154 4,644
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management 2,755 AN 2,747
Income from insurance underwriting 6,718 A\ 5,842
Other ordinary income A5 A 20
Subtotal 9,479 A 8,610
Total operating expenses 1,324 A 3,966
II Other than difference on sales not recorded in the income statement - A 814
Il Expected increase in retirement benefits not recorded in allowances 0 0
IV Opportunity costs
Opportunity costs related to items such as central and local government injection monies 1,281 672
IV Administrative cost 44 4,108

Significant Accounting Policies (Housin

1. Criteria for Recording Reserves
(1) Allowance for Bonuses
In order to pay bonuses to directors and employees, the amount of expected bonus
payments for the following year that is attributable to the current year is recorded.

(2) Allowance for Retirement Benefits
In order to pay retirement benefits to directors and employees, an allowance is recorded
based on the retirement benefits obligations and projected pension assets at the end of
the particular business year.
Past service liabilities are recorded as expenses equally over a set number of years (10
years) within the average remaining number of working years of the director or employee
from the time the liability is generated.
Actuarial differences are recorded as expenses equally over a set number of years (10
years) within the average remaining number of working years of the director or employee
starting from the business year after the business year that the difference was generated.

2. Criteria for Recording Mandatory Policy Reserves
In order to pay for future liabilities related to insurance relations stipulated by Article 3 of the
Home Mortgage Insurance Law (Law No. 63 of 1955), an amount is recorded based on the
method given in Calculation Method Designated by the Competent Minister Based on Article
13 of the Ministerial Ordinance Related to Accounting and Finances of and the Conduct of
Operations by Japan Housing Finance Agency (Finance No. 203 and National Housing

w

Eal

o

Material No. 29: May 30, 2011). The above ministerial ordinance is Ministerial Ordinance
Related to Accounting and Finances of and the Conduct of Operations by Japan Housing
Finance Agency (Ministry of Finance and Ministry of Land, Infrastructure, Transport and
Tourism Ministerial Ordinance No. 1 of 2007, referred to below as the ministerial ordinance).

. Method and Criteria for Valuing Marketable Securities (including those invested as trust asset

in the money in trust)
(1) Securities held to maturity
The amortized cost method (straight-line method) is applied.

(2) Other securities
Acquisition costs are recorded.

Method for Recording Opportunity Costs in the Statement of Administrative Cost
Calculations

Taking into account the interest on 10-year government bonds at the end of March 2013,
0.560% was applied for calculating the opportunity costs for central government investments
and local government investments.

Accounting for consumption tax
The tax inclusive method is applied.
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Notes (Housing Loan Insurance Account)

O 3 1. Matters Relating to Statement of Cash Flows released by industry groups. The market price of certificates of deposit was based on
< ' Breakdown of closing balance of cash on the balance sheet by item book value, since they had a short contract period and their market price was close to the
') 3 Cash and due from bank : ¥1,683,202,827 book value.
- Closing balance of cash :  ¥1,683,202,827 (4) Loans to other accounts
s_ : The total amount of principal and interests was discounted at a rate that would be applied
! princip: pp!
D 2. Matters Relating to Statement of Administrative Cost Calculations to possible similar newly originated loans to calculate the market price.
E The expected increase in retirement benefits not included in allowances is related to parties
o 1 seconded from the central government. 5. Securities
- (1) Securities held to maturity .
o ! 3. Matters Relating to Retirement Benefits (Unit: yen)
: A . h Book ) )
T (1) Overview of the_ Retirement Bgneflt Plan ) ! ) Category Type %Oala‘:il:essg;the Market price Difference
- A lump-sum retirement benefit and employee pension have been established as a defined
' benefit pension plan. Government bonds 51,652,429,576 57,565,883,000 5,913,453,424
; (2) Matters Relating to Retirement Benefit Obligations Securities whose | Municipal bonds 35,234,045,690 38,105,610,400 2,871,564,710
! (Unit: yen) market price Government
! Category As of March 31, 2013 exlceeds ::e book quaranteed bonds 3,663,059,236 3,768,530,400 105,471,164
,,,,,,,, H - " — value on the
Retlrfment benefit obligation A £1,320,520,134 balance sheet | Corporate bonds 23,283,117,668 24,428,887,000 1,145,769,332
: Pension assets (B) 337,163,662 Subtotal 113,832,652,170 123,868,910,800 10,036,258,630
3 Unfunded retirement benefit obligations  (C)=(A)+(B) /\ 983,356,472 Government bonds 0 0 0
' Unrecognized prior service obligations (D) 0 Securities. whose [ Municipal bonds 0 0 0
> ! Unrecognized actuarial differences (E) 141,224,972 :larket price d Government 4
O Net amount recorded in balance sheet  (F)=(C)+(D)+(E) 4\ 842,131,500 oes not excee guaranteed bonds 00,140,193 400,000,000 4140198
-, ! the book value on
E' ' Prepaid pension costs (G) 0 the balance sheet | Corporate bonds 8,508,607,565 7,750,171,000 A\ 758,436,565
- i Reserve for retirement benefit (F)-(G) £\ 842,131,500 Subtotal 8,908,747,758 8,150,171,000 £\ 758,576,758
‘_ID. | Total 122,741,399,928 182,019,081,800 9,277,681,872
:
w» . (3) Matter Relating to Retirement Benefit Expenses
o (Unit: yen) (2) Other securities .
- ! Category From April 1, 2012 to March 31, 2013 (Unit: yen)
o ! Service cost 34,615,437 Category Type | Bogkvaeon e | acquisition cost Difference
T | Interest cost 18,373,008
' ¥ i Book value on the balance sheet
1 Expected return on plan assets 5,141,648 does not exceed acquisition cost Other 7,000,000,000 7,000,000,000 0
3 Amortization of prior service obligations 0 None of the book values on the balance sheet eceed its acquisition cost
i Amortization of actuarial differences 21,477,714 » . .
; Other (such as extra retirement benefit) 0 (3) Securities held to maturity that were sold in FY2012 Unityory
S — ,i Net pension expenses 69,324,511 Type Cost Proceeds Difference
Government bonds 4,920,194,138 5,201,512,700 281,318,562
(o B (4) Matters Relating to Basis for Calculating Retirement Benefit Obligations, etc. Municipal bonds 10,364,354,590 10,754,929,600 390,575,010
o ! Government bonds 1,424,667,957 1,490,524,800 65,856,843
% ' Category As of March 31, 2013 Corporate bonds 4,659,417,551 4,735,699,400 76,281,849
: a. Discount rate 1.4% Total 21,368,634,236 22,182,666,500 814,032,264
:
] 1 b. Expected rate of return on plan assets 1.7% (Reason for the sale) The securities were sold for payments to the national treasury in connection with unnecessary assets.
==
i —— . The said sales have been desi by the minister as whose difference on sales is not recorded in
'ﬂ_’h | ¢. Method for attributing the projected benefits to Straight-line method income statements.
' iods of services
o | perio
3 d. Number of years for disposal of past service liabilities |10 years (past service liabilities are 6. Material Liability Incurring Activities
g) i recorded as expenses or income equally There is nothing to report.
| over a set number of years of the average
< 3 rej‘maining number of working years of th.E.} 7. Material Subsequent Events
2 ' director or employee at the time the liability Return of the subi ted porti f I 5 ion fund
' ) rogated portion of employees’ pension fun
| is generated., . L .
= —— " —— 9 ) . As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
Q e. Amortization of recognized actuarial differences 10 years (actual differences are recorded . : , .
5 as expenses or income equally over a set returning future subrogated portion of employees’ pension fund. On the dates of approval of
o) 3 number of years of the average remaining returning the .past subrogated pc?nlc?n as well .as returning pensmnl asslet in future, pr.ofit and
o number of working years of the director or loss concerning return of substitutional part is recorded and extinguishment of retirement
! employee starting from the business year benefit obligations is recognized. Accounting effect on the balance remains to be seen.
,,,,,,,, : after the business year that the difference
| is generated.) 8. Payments to the national treasury in connection with unnecessary assets
| (1) Outline of unnecessary assets in relation to which payments were made to the national
(? : treasury
| 4. Financial Products
E;' 3 (1) Matters Relating to the Situation of Financial Products a) Type X »
= 3 Matters relating to the situation of financial products are described in Notes (overall g)a;h, iEPTSItS and securities
» agency). ook value
[e) 3 (2) Matters Relating to the Mark to Market Prices of Financial Products Cash and deposits  ¥6,973,283,500 Securities ¥21,368,634,236
-h The values of major financial products on the balance sheet as of the end of the fiscal .
[ f year, and their market values and differences between the book values are outlined below. (2) Cause of becoming an unnecessary asset
T ! As the result of a review of the execution of capital, based on the future expected
T | (Unit: yer) business volume, it was found that the above assets became unnecessary to conduct the
' business without uncertainty.
m : Book value on the Market price Difference
c : balance sheet P . .
wn ! (1) Cash and due from banks 1,683,202,827 1,683,202,827 0 ® :;/Iethod tOf ;t)aﬁhment tl-mo ﬁhte national treasudry i d ith the stipulati f Articls
—_— ) ayment into the national treasury was made in accordance with the stipulations of Article
| 2) Money in trust 48,925,486 50,421,089 1,495,603 L .
= | (3) s .y-| u 46-2 paragraphs 1 and 2 of the Act on General Rules for Incorporated Administrative
:
3 : (@) Securities Agencies (Law No. 103 of 1999).
o ! Sect“rfi'es held to 122,741,399,928 132,019,081,800 9,277,681,872
' maturity 4) Income from the transfer of assets for which payment was made in cash.
pay
! Other securities 7,000,000,000 7,000,000,000 0 ¥22 182 666,500
(4) Loans to other accounts 31,974,764,420 35,505,509,226 3,530,744,806
Total assets 163,448,292,661 176,258,214,942 12,809,922,281 (5) Amount paid into the national treasury
(Note) Method of Calculating the Market Price of Financial Products ¥28,590,790,544
Assets
- (6) Date of payment into the national treasury
5' (1) Cash and due from banks November 21, 2012
o All dues from banks had no fixed maturity date, and the market price was close to the o .
=] book value. Accordingly, the book value was applied as the market price. Y Qmount of reduction in capital
(9] (2) Money in trust 28,000,000,000
E' The market price was based on values provided by counterparty financial institutions.
_— (3) Securities
U The price of bonds was based on market prices, including quotation by market makers,
Q
~
[V
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Account for Loans for Property Accumulation Saving Scheme-tied Houses

In FY 2012, the gross profit of the account for loans for property accumulation saving scheme-tied houses was ¥4.2
billion, a decrease of ¥2.6 billion from FY 2011. This was a result of ¥0.4 billion reversal of reserve for possible loan

losses, which was a decrease of ¥2 billion from FY2011.
As for ¥22.6 billion of profit surplus recorded in FY 2011 financials, it was carried forward to the second mid-term target
period according to the approval of the competent minister.

Balance Sheet

(unit: million yen)

Item FY 2011 FY 2012 Item FY 2011 FY 2012
(Assets) (Liabilities)

Cash and deposits 9,789 8,126 | Borrowings 122,200 110,200
Cash 0 0| Borrowings from private institutions 122,200 110,200
Due from banks 5,024 2,265 |Bonds 539,749 485,254
Agency deposits entrusted 4,765 5,861 Property accumulation saving-tied housing bonds 540,200 485,700

Money in trust 569 569| Bond issue premiums( A ) A\ 451 A\ 446

Securities - 15,000 | Subsidies payable, etc. 569 569
Certificates of deposit - 15,000, Subsidies payable for emergency measures 569 569

including loans for recovery from disasters

Loans 707,644 602,437 | Other liabilities 232 193
Loans on bills 9 — | Accrued expenses 127 128
Loans on deeds 707,635 602,437 | Other liabilities 39 35

Other assets 1,027 773| Accounts payable for other accounts 67 30
Accrued revenue 1,020 757 | Allowance for bonuses 25 21
Other assets 7 15 | Allowance for retirement benefits 1,105 1,096
Accounts receivable for other accounts - 0 | Allowance for refund of guarantee fees 941 755

Reserve for possible loan losses( 2 ) A 2,233 A\ 1,677 | Reserve for mortgage transfer registration 655 331

Total liabilities 665,477 598,419
(Net assets)

Profit surplus 51,319 26,809
Voluntary reserve fund 44,460 =
Voluntary reserve fund pursuant to Section 2, _ 20 576

Article 18 of the Japan housing Finance Agency Law ’
Unappropriated profit 6,858 4,233
(of which, gross profit of the current year) (6,858) (4,233)
Total net assets 51,319 26,809
Total assets 716,796 625,228 Total liabilities and net assets 716,796 625,228
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Income Statement

(unit: million yen)

Cash Flows Statement

(unit: million yen)

Item FY 2011 | FY 2012 Item FY 2011 | FY 2012
Ordinary income 15,974 11,131 I Cash flow from operating activities
Income from asset management 13,408 10,611 Loan disbursement N 467 184
Interest on loans 13,391 10,601 Outlays on personnel expenses A\ 393 A\ 364
Interest and dividends on securities 6 2 Other operating outlays A 1,080 A 1,128
Interest on receivables under repurchase 5 3 Income from collection of loans 116,978 105,273
agreement Income from interest on loans 13,602 10,864
Interest on deposits 6 S Loan origination fees and other revenue 13 11
Income from service transactions, etc. 14 11 Income from other operations 11 13
Other operating income 14 11 Income from treasury subsidies 570 —
Other subsidies 1 1 Subtotal 129,234| 114,485
E:::lssicfliisr(f:::l:as:erfgril::{lgae:tse‘:;es including 1 1 Interest and dividends received 17 9
oo i 61 500 Interest paid A7,727| ~5688
L eror Imary income ble | | ’ Payment to the national treasury —| A 28,743
eversal of reserve for possible loan losses 2,413 B Cash flow from operating activities 121,524 80,063
Reversal of reserve for retirement benefits 6 57
accompanying transfer between accounts
II Cash flow from investing activities
Reversal of reserve for mortgage transfer 123 0
registration Net ch_ange_in §ecurities (cgrtificates of —| A 15.000
Gain on written-off claim recovered - 4 deposit) (Alnd.|cates negative) .
Other ordinary income 8 8 Outlays on the increase of money ||:| trust A 570 -
Ordinary expenses 9.116 6,899 Income from the decrease' of mo'ney in t.ru.sit 1 1
Fund raising expenses 7,989 5.906 Cash flow from investing activities A 569 A 14,999
Interest on borrowings 2,132 1,839 . . .
Interest on bonds 5,856 4,058 Il Cash flow from financing acthlfles
Interest on other account borrowings 1 9 Inc.;ome.fror.n Ic?ng-term borrowings from 122,200 110,200
private institutions
Service transaction expenses 285 255 .
i Outlays on redemption of long-term A 143.600 | A 122.200
Service expenses 285 255 borrowings from private institutions ’ ’
Other operating expenses 8 11 Income from issuance of bonds (after 53.702 86.773
Amortization of bond issuing expenses 8 11 deducting issuance expense) ’ ’
Business expenses 789 703 Outlays on repayment of bonds A 151,000 A 141,500
Other ordinary expenses 46 24 Cash flows from financial activities | A 118,698 | A 66,727
Provision for allowance for refund of 46 24
guaranteed fees IV Increase (or decline) in cash 2,256 - 1,663
Other ordinary expenses 0 - V Opening balance of cash 7,533 9,789
Ordinary income 6,858  4.233| |y Closing balance of cash 9,789 8,126
Extraordinary income 1 —
Gain on written-off claims recovered 1 —
Net income 6,858 4,233
Gross income 6,858 4,233

Statement of Appropriation of income

(unit: million yen)

I Unappropriated profit
Gross profit

I Appropriated profit
voluntary reserve fund

4,233

4,233

4,233




Statement of Administrative Cost Caluculations

(unit: million yen)

Item FY 2011 FY 2012
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 7,989 5,906
Service transaction expenses 285 255
Other operating expenses 8 11
Business expenses 789 703
Other ordinary expenses 46 24
Subtotal 9,116 6,899
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management A 13,408 A 10,611
Income from service transactions AN 14 A1
Other ordinary income A 2,551 A 509
Gain on written-off claims recovered A =
Subtotal 215,974 A 11,130
Total operating expenses A\ 6,858 A\ 4,232
II Expected increase in retirement benefits not recorded in allowances 0 0
I Administrative cost A 6,858 A 4,231

Significant Accounting Policies (Account for Loans for Prope

1. Criteria for Recording Reserves
(1) Reserves for possible loans losses

Borrowers are categorized into one of six groups - normal borrowers, borrowers requiring

caution, other borrowers requiring caution, borrowers with high probability of default,

substantially defaulted borrowers, and borrowers in default - and reserves are recorded to
cover losses on loans on the following bases.

a. For “substantially defaulted borrowers”and”borrowers in default,”an amount is recorded
for each loan that is the difference between the balance of the loan and the expected
recoverable amount from the collateral.

b. For “borrowers with high probability of default,” a necessary amount of the difference
between the balance of the loan and expected recoverable amount from the collateral
for each loan is recorded.

c. For “borrowers requiring caution” and “other borrowers requiring caution” concerning
loans that cash flow in collection of principal of loans and interests received can be
rationally estimated, the difference between the discounted amount of the cash flow by
agreed interest rate and book value is recorded.

d. For loans other than listed above, an amount is recorded based on the historic possible
loss rate during a particular period.

(2) Allowance for Bonuses
In order to pay bonuses to directors and employees, the amount of expected bonus
payments for the following year that is attributable to the current year is recorded.

(3) Allowance for Retirement Benefits
In order to pay retirement benefits to directors and employees, an allowance is recorded
based on the retirement benefits obligations and projected pension assets at the end of
the particular business year.
Past service liabilities are recorded as expenses equally over a set number of years (10
years) within the average remaining number of working years of the director or employee
from the time the liability is generated.
Actuarial differences are recorded as expenses equally over a set number of years (10
years) within the average remaining number of working years of the director or employee
starting from the business year after the business year that the difference was generated.
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ing Scheme-tied

(4) Allowance for Refund of Guarantee Fees
Parties who receive loans and paid a guarantee fee when entrusting a guarantee to the
Housing Loan Guarantee Corporation on their loans as stipulated by Paragraph 1, Article
6, of the Supplementary Provisions of the Japan Housing Finance Agency Law (Law No.
82 of 2005, referred to below as JHF Law). In order to cover the necessary expenses for
refunds of prepaid fees, the expected amount of refunds is recorded.

(5) Reserve for Mortgage Transfer Registration
The estimated amount of future payment is recorded to cover registration fees for future
mortgage transfers to JHF regarding purchased loans inherited from GHLC as stipulated
by Paragraph 1, Article 3 of the Supplementary Provisions of JHF Law (Law No. 82 of
2005).

. Method and Criteria for Valuing Marketable Securities (including marketable securities

invested as a trust asset in the money in trust)
(1) Securities held to maturity

The amortized cost method (straight-line method) is applied.
(2) Other securities

The purchase price is recorded

. Depreciation of Bond Issue Premiums

Bond issue premiums are amortized using a straight line method over the maturity of the
bond

Method for Recording Opportunity Costs in the Statement of Administrative Cost
Calculations.

Taking into account the interest on 10-year government bonds at the end of March 2013,
0.560% was applied for calculating the opportunity costs for central government investments
and local government investments.

. Accounting for consumption tax

The tax inclusive method is applied.
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tes (Account for Loans for Prope

1. Matters Relating to Statement of Cash Flows
(1) Breakdown of closing balance of cash on the balance sheet by item
Cash and due from bank: ¥8,126,263,747
Closing balance of cash:  ¥8,126,263,747

I

Matters relating to income statement

Based on the Practical Guidelines on Accounting Standards for Financial Instruments
(Accounting Practice Committee Report No. 14 of Japanese Institute of Certified Public
Accountants,) “gain on written-off claims revocered” is recorded in “ordinary income.”

I

Matters Relating to Statement of Administrative Cost Calculations
The expected increase in retirement benefits not included in allowances is related to parties
seconded from the central government.

4. Matters Relating to Retirement Benefits

(1) Overview of the Retirement Benefit Plan
A lump-sum retirement benefit and employee pension have been established as a defined
benefit pension plan.

(2) Matters Relating to Retirement Benefit Obligations
(Unit: yen)

Category As of March 31, 2013
Retirement benefit obligation A £ 1,719,334,939
Pension assets B) 438,991,614
Unfunded retirement benefit obligations  (C)=(A)+(B) £ 1,280,343,325
Unrecognized prior service obligations (D) 0
Unrecognized actuarial differences (E) 183,876,809
Net amount recorded in balance sheet  (F)=(C)+(D)+(E) £ 1,096,466,516
Prepaid pension costs @) 0

Reserve for retirement benefit (F)-(G) /11,096,466,516

(3) Matter Relating to Retirement Benefit Expenses

(Unit: yen)

Category From April 1, 2012 to March 31, 2013
Service cost 45,069,764
Interest cost 23,921,903
Expected return on plan assets N\ 6,694,494
Amortization of prior service obligations 0
Amortization of actuarial differences 33,949,999

Other (such as extra retirement benefit) 0

Net pension expenses 96,247,172

(4) Matters Relating to Basis for Calculating Retirement Benefit Obligations, etc.

Category As of March 31, 2013

a. Discount rate 1.4%

b. Expected rate of return on plan assets 1.7%

c. Method for attributing the projected benefits to Straight-line method
periods of services

d. Number of years for disposal of past service liabilities |10 years (past service liabilities are
recorded as expenses or income equally
over a set number of years of the average
remaining number of working years of the
director or employee at the time the liability
is generated.)

e. Amortization of recognized actuarial differences 10 years (actual differences are recorded
as expenses or income equally over a set
number of years of the average remaining
number of working years of the director or
employee starting from the business year

after the business year that the difference

is generated.)

5. Financial Products
(1) Matters Relating to the Situation of Financial Products
Matters relating to the situation of financial products are described in Notes (overall
agency).

ed Houses)

(2) Matters Relating to the Mark to Market Prices of Financial Products.
The values of major financial products on the balance sheet as of the end of the fiscal
year, their market values and differences between the book value are outlined below.

(Unit: yen)
Book value on the Market price Difference
balance sheet
(1) Cash and due from banks 8,126,263,747 8,126,263,747 0
(2) Money in trust 568,584,578 568,983,832 399,254
(3) Securities
Other securities 15,000,000,000 15,000,000,000 0
(4) Loans 602,436,917,961
E’iss:;v;:?r possible loan A 1,674,623,811
600,762,294,150 624,034,300,241 283,272,006,091
Total assets 624,457,142,475 647,729,547,820 28,272,405,345
(1) Borrowings 110,200,000,000 110,200,000,000 0
(2) Bonds (*2) 485,253,939,662 489,062,767,351 3,808,827,689
Total liabilities 595,453,939,662 599,262,767,351 3,808,827,689

(*1) Amounts of general and individual reserves for possible loan losses for loans are deducted.
(*2) Since bond issue premiums are less important, the values are subtracted from the amount on the balance sheet.

(Note) Method of Calculating the Mark to Market Price of Financial Products

Assets

(1)Cash and due from banks
All dues from banks had no fixed maturity date, and the market price was close to the
book value. Accordingly, the book value was applied as the market price.

(2)Money in trust
The market price was based on values provided by counterparty financial institutions.

(3) Securities
The market price was indicated by the book value since they had a short contract period
and their market price was close to the book value.

(4) Loans
The future cash flow of loans was estimated in terms of their type, borrowers and
maturities. The future cashflow was then discounted at a rate that would be applied to
similar newly originated mortgage to calculate the market value.
Regarding the loans of borrowers in default, substantially defaulted borrowers and
borrowers with high probability of default, as the sum of loan losses was estimated based
on an expected recoverable amount from the collateral, the market price was close to the
net of the value on the balance sheet at the fiscal year end and the estimated sum of loan
losses. Accordingly, the difference was applied as the market price.

Liabilities
(1) Borrowings
The market price of borrowings was indicated by the book value, since they had a short
contract period and their market price was close to the book value.
(2)Bonds
The total amount of principal and interest was discounted at a rate that would be applied
to a new similar bond issue to calculate the market price.

6. Securities
Other securities
(Unit: yen)
Category Type Bo;: ;::é:i:e"e:he Acquisition cost Difference
Book value on the balance sheet Other 15,000,000,000|  15,000,000,000 0
does not exceed acquisition cost

None of the book values on the balance sheet exceed its acquisition cost

7. Material Liability Incurring Activities
There is nothing to report.

8. Material Subsequent Events
Return of the subrogated portion of employees’ pension fund
As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
returning future subrogated portion of employees’ pension fund. On the dates of approval of
returning the past subrogated portion as well as returning pension asset in future, profit and
loss concerning return of substitutional part is recorded and extinguishment of retirement
benefit obligations is recognized. Accounting effect on the balance remains to be seen.




Housing Loan Account

The housing loan account consists of the housing loan operation account (loans for which applications were received in
and after FY 2005) and account for operations taken over from the Housing Loan Guarantee Corporation.
In FY 2012, the gross income of the housing loan operation account was ¥5.0 billion, an increase of ¥4 billion from FY
2011. This was mainly because (of shifting the provision for the reserve of possible loan losses to the reversal of reserve

of possible loan losses.)

The gross profit of the account for operations taken over from the Housing Loan Guarantee Corporation was ¥3.2 billion,
a decrease of ¥0.1 billion from FY 2011. This was mainly because of a dcrease in income from asset management in
accordance with decreased balance of transferred claims (pension). The transfer from reserve for the previous mid-term
target period for allocation to the operations of group credit life insurance was ¥8 billion.
Profit surplus recorded in FY 2011 accounting was carried forward to the second mid-term target period according to
the approval of the competent minister.

Balance Sheet

(unit: million yen)

Item FY 2011 FY 2012 Item FY 2011 FY 2012
(Assets) (Liabilities)

Cash and due from banks 79,175 72,249 | Borrowings 21,501 88,882
Cash 0 0 Fiscal Investment Loan Program borrowings 21,501 88,882
Due from banks 59,529 34,389 | Bonds 1,193,621 1,125,006
Agency deposits entrusted 19,646 37,860 Government guaranteed bonds 95,000 =
Receivables under resale agreement 56,991 34,992 Mortgage-backed securities 53,927 44,153
Money in trust 188,766 241,358 General lien loans 587,746 642,898

Securities 426,604 351,966 Housing land bonds 457,130 438,109
Government bonds 35,566 31,354 Bond issue premiums( 2 ) A 181 AN 154
Municipal bonds 41,276 41,278 | Subsidies payable, etc. 188,809 241,559
Government guaranteed bonds 10,385 9,261 i”c'::(';l’l']?lg:z:l;:fr'r"erczs‘:r'ygferm’gl‘:::t‘;’re: 188,809 241,559
Corporate bonds 114,378 111,072 | Other liabilities 72,603 68,931
Certificates of deposit 225,000 159,000 Accrued expenses 16,815 16,811

Loans 945,849 955,464 Advanced earnings 46,552 43,020
Loan on bills 70,460 30,784 Financial derivative products 1,379 2,288
Loans on deeds 875,390 924,680 Other liabilities 7,462 6,608

Loans to other accounts 38,804 140,148 Accounts payable for other accounts 395 204
Long-term loan to other accounts 38,804 140,148 | Bonus payment reserve 137 115

Other assets 154,470 135,564 | Allowance for retirement benefits 6,092 6,048
Claims for indemnity 20,038 15,275 | Allowance for refund of guarantee fees 190 149
Transferred claims (pension) 121,690 105,310 ?eegsi::t"’;:if:r: mortgage transfer 343 191
Accrued revenue 2,453 2,094 | Guarantee obligation 506,452 428,085
Financial derivative products 173 =
Other assets 10,116 12,881 Total liabilities 1,989,750 1,958,966
Accounts receivable for other accounts - 2

Guarantee obligation reversal 506,452 428,085 (Net assets)

Reserve for possible loan losses( 2 ) A\ 37,263 A\ 29,613 | Capital 43,000 42,900

Government injection monies 43,000 42,900
Capital surplus - 16
- 16
Profit surplus 329,870 330,136
long-term stabilization reserve. 307,026 -
Transfer from reserve for the
previous mid-term target period - SR
Reserve 18,510 =
Unappropriated profit 4,334 8,224
(of which, gross profit) (4,334) (8,224)
Valuation and translation adjustments N 2,771 1,805
Deferred gains or losses on hedges N 2,771 A 1,805
Total net assets 370,099 371,247
Total assets 2,359,848 2,330,213 Total liabilities and net assets 2,359,848 2,330,213
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Income Statement

(unit: million yen)

Cash Flows Statement

(unit: million yen)

Item FY 2011 | FY 2012 Item FY 2011 | FY 2012
Ordinary income 226,186 217,755 I Cash flow from operating activities
Income from asset management 34,034 33,593 Loan disbursement A\ 281,860 | A 240,386
Interest on loans 24,891 24,809 Outlays on personnel expenses N 2,145 1,988
Charges on claims for indemnity 211 170 Outlays on group credit life insurance premium | 2 104,670 A 99,769
Interest on transferred claims (pension) 4,620 3,995 Outlays on payment of group credit life insurance claims | £ 98,514| A 89,194
Interest and dividends on securities 3,437 3,038 Other operating outlays A14,011| A 12313
Interest on receivables under repurchase agreement 28 65 Income from collection of loans 213,197 230170
Interest on deposits 80 43 Income from interest on loans 25,075 25,044
Interest on other account 767 1,474 Income from fees from loans 3 2
Income from underwriting insurance 190,676 [RILEES Income from fees from group credit life insurance rider 86,610 79,594
Fee from group credit life insurance riders 89,581 82,781 Income from group credit life insurance 96.800 88.262
Revenue from group credit life insurance 96,860 Bty Dividends received from group credit life insurance 3,291 4,234
Dividends on group credit life insurance 4,234 7,702 Income from other operations 33.882 28.041
Income from service transactions, etc. 924 752 Income from treasury subsidies 188Y830 53‘900
Guarantee fee 377 247 - .
Subtotal 146,489 65,797
Other service incomes 548 505 - )
o Interest and dividends received 4,539 4,782
Other subsidies 111 1,430
- . . Interest paid A17110| A 18,534
Subsidies for emergency measures including 111 1.430
loans for disaster mitigation g Cash flow from operating activities 133,918 52,045
Other ordinary income 440 4,138
Reversal of reserve for possible loan losses - 1,576 I Cash flow from investing activities
Reversal of reserve for refund of guarantee fees 28 31 Outlays on acquisition of securities (bonds) — A 699
Reversal of reserve for retirement benefits — 301 Income from redemption of securities (bonds) 42,000 8,500
accompanying transfer between accounts
. . Income from sales of securities (bonds) - 791
Reversal of reserve for mortgage transfer registration 57 = . » » .
Income from written-off claims recovered - 1,167 :Leti:;::?:s'::::;‘::;es (certificates of deposit) A\ 225,000 66,000
Other ordinary income 355 1,062 ) :
! i Net change in receivables under repurchase A 56.991 21,999
Ordinary expenses 232,373 | 217,489 agreement (4 indicates negative) ’ ’
Fund raising expenses 16,078 16,998 Outlays on the increase of money in trust 188,830 | A 53,900
Interest on borrowings 101 228 Income on the decrease of money in trust 64 1,347
Interest on bonds_ . 15,977 16,469 Outlays for long-term loans to other account —| A101,345
Insurance underwriting expenses 202,270 feoce Cash flow from investing activities| A 428,757 A 57,307
Group credit life insurance premium paid 104,384 99,335
Payment of group credit life insurance claims 97,886 88,231 . . .
Service transaction expenses 2,004 2,021 I Cash flow froTn financing activities .
Service expenses 2,004 2,021 !ncome from issuance of bonds (after deducting 56,047 56,731
- issuance expense)
Other operating expenses 545 4,220 )
L . Outlays on redemption of bonds A 22,685 A 125,642
Amortization of bond issuing expenses 213 269 )
i } o Income from Fiscal Investment Loan Program
Financial derivatives expenses 306 3,930 borrowings 16,800 70,200
Other operating expenses 25 2 Outlay on repayment of Fiscal Investment Loan A 378 A 2819
Business expenses 6,964 6,662 Program borrowings d
Other ordinary expenses 4,512 22 Income from government injection monies 600 600
Provision for reserve for possible loan losses 4,363 = Outlays for payments to national treasury
- VAN
Provision for reserve for retirement benefits 149 _ concerning unnecessary assets 733
accompanying transfer between accounts Cash flows from financial activities| 51,284 A 1,664
Provision for reserve for mortagge transfer _ 18
registration
Other ordinary expenses 0 4 IV Decrease in cash A\ 243,555 A 6,926
Ordinary losses 6,187 266 V Opening balance of cash 322,730 79,175
Extraordinary income 666 — VI Closing balance of cash 79,175 72,249
Gain on written-off claims recovered 666 =
Net loss N\ 5,522 266
Transfer from reserve for special purpose 9,856 =
Transfer from reserve for the previous mid-term _ 7957
target period ’
Gross income 4,334 8,224

Statement of Appropriation of Income

(unit: million yen)

I Unappropriated profit
Gross profit

II Appropriated profit
Voluntary reserve fund

8,224

8,224

8,224




Statement of Administrative Cost Caluculations

(unit: million yen)

Item FY 2011 FY 2012
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 16,078 16,998
Insurance underwriting expenses 202,270 187,566
Service transaction expenses 2,004 2,021
Other operating expenses 545 4,220
Business expenses 6,964 6,662
Other ordinary expenses 4,512 22
Subtotal 232,373 217,489
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management A 34,034 A\ 33,593
Income from insurance underwriting A\ 190,676 AN 177,843
Income from service transactions AN 924 A 752
Other ordinary income A 440 A 4,138
Gain on written-off claims recovered 2\ 666 —
Subtotal A\ 226,740 216,325
Total operating expenses 5,633 1,164
II Impairment loss not recorded in the income statement - A 50
II Other than expected increase in retirement benefits not recorded in allowances 2 1
IV Opportunity costs
Opportunitiy costs related to items such as central and local government injection monies 420 243
V Administrative cost 6,055 1,358

1. Criteria for Recording Reserves
(1) Reserves for possible loans losses

Borrowers are categorized into one of six groups - normal borrowers, borrowers requiring

caution, other borrowers requiring caution, borrowers with high probability of default,

substantially defaulted borrowers, and borrowers in default - and reserves are recorded to
cover losses on loans, etc. on the following bases.

a. For “substantially defaulted borrowers” and “borrowers in default,” an amount is recorded
for each loan that is the difference between the balance of the loan and the expected
recoverable amount from the collateral.

b. For “borrowers with high probability of default,” a necessary amount of the difference
between the balance of the loan and expected recoverable amount from the collateral for
each loan is recorded.

c. For “borrowers requiring caution” and “other borrowers requiring caution” concerning loans
that cash flow in collection of principal of loans and interests received can be rationally
estimated, the difference between the discounted amount of the cash flow by agreed
interest rate and book value is recorded.

d. For loans other than listed above, an amount is recorded based on the historic possible
loss rate during a particular period.

(2) Allowance for Bonuses
In order to pay bonuses to directors and employees, the amount of expected bonus
payments for the following year that is attributable to the current year is recorded.

(3) Allowance for Retirement Benefits
In order to pay retirement benefits to directors and employees, an allowance is recorded
based on the retirement benefits obligations and projected pension assets at the end of the
particular business year.
Past service liabilities are recorded as expenses equally over a set number of years (10 years)
within the average remaining number of working years of the director or employee from the
time the liability is generated.
Actuarial differences are recorded as expenses equally over a set number of years (10 years)
within the average remaining number of working years of the director or employee starting
from the business year after the business year that the difference was generated.

(4) Allowance for Refund of Guarantee Fees
Parties who receive loans related to transferred claims (from pension) described in Notes 1 (2)
paid a guarantee free when entrusting a guarantee to the Housing Loan Guarantee
Corporation on their loans as stipulated by Paragraph 1, Article 6, of the Supplementary
Provisions of the Japan Housing Finance Agency Law (Law No. 82 of 2005, referred to below
as JHF Law). In order to cover the necessary expenses for refunds of prepaid fees, the
expected amount of refunds is recorded.
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(5) Reserve for Mortgage Transfer Registration
The estimated amount of future payment is recorded to cover registration fees for future
mortgage transfers to JHF regarding GHLC originated loans inherited from GHLC as
stipulated by Paragraph 1, Article 3, of the Supplementary Provisions of JHF Law and
transferred claims (pension).

. Method and Criteria for Valuing Marketable Securities (including marketable securities invested

as a trust asset in the money in trust)
(1) Securities held to maturity

The amortized cost method (straight-line method) is applied.
(2) Other securities

The purchase price is recorded.

. Method for Valuing Financial Derivative Products (Derivative Transactions)

The market value method is applied.

. Treatment of interest rate swaps

Deferred hedge accounting is used to account for interest rate swap transactions contracted in
order to hedge the pipeline risk of bonds the Agency issues to procure funds for lending for
rental house construction.

Hedge effectiveness is assessed based on the variation in the amount of hedged objects and
hedging instruments.

. Depreciation of Bond Issue Premiums

Bond issue premiums are amortized using a straight line method over the maturity of the bond

. Method for Recording Opportunity Costs in the Statement of Administrative Cost Calculations

Taking into account the interest on 10-year government bonds at the end of March 2013, 0.560%
was applied for calculating the opportunity costs for central government investments and local
government investments.

. Accounting for consumption tax

The tax inclusive method is applied.
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. Matters Relating to the Balance Sheet
(1) Collateralized Assets

Loans are entrusted as collateral for mortgage backed securities.
The amount of assets collateralized and the amount of liabilities relating to collateral are

described in Notes (overall agency).
(2) Transferred Claims (Pension)

Based on Item 3, Paragraph 1, Article 7 of the Supplementary Provisions of Japan
Housing Finance Agency Law (Law No. 82 of 2005), the balance of claims transferred from
the Welfare and Medical Service Agency are recorded.

n

Matters relating to income statement

Based on the Practical Guidelines on Accounting Standards for Financial Instruments
(Accounting Practice Committee Report No. 14 of Japanese Institute of Certified Public
Accountants,) “gain on written-off claims recovered” is recorded in “ordinary income.”

4

Matters Relating to Statement of Cash Flows

Breakdown of closing balance of cash on the balance sheet by item

Cash and due from bank: ¥72,249,304,355
Closing balance of cash:  ¥72,249,304,355

>

Matters Relating to Statement of Administrative Cost Calculations

The expected increase in retirement benets not included in allowances is related to parties

seconded from the central government.
Matters Relating to Retirement Benefits
(1) Overview of the Retirement Benefit Plan

o

A lump-sum retirement benefit and employee pension have been established as a defined

benefit pension plan.
(2) Matters Relating to Retirement Benefit Obligations

(Unit: yen)

Category As of March 31, 2013
Retirement benefit obligation (A) £\ 9,482,929,819
Pension assets (B) 2,421,242,408

Unfunded retirement benefit obligations (C)=(A)+(B)
Unrecognized prior service obligations (D)

A 7,061,687,411
0
1,014,165,904

Unrecognized actuarial differences (E)
Net amount recorded in balance sheet  (F)=(C)+(D)+(E)
Prepaid pension costs @)

4\ 6,047,521,507
0

Reserve for retirement benefit

(F-©)

A\ 6,047,521,507

(3) Matter Relating to Retirement Benefit Expenses

(Unit: yen)
Category From April 1, 2012 to March 31, 2013

Service cost 248,580,658
Interest cost 131,940,394
Expected return on plan assets A 36,923,247
Amortization of prior service obligations 0
Amortization of actuarial differences 174,485,572
Other (such as extra retirement benefit) 0
Net pension expenses 518,083,377

(4) Matters Relating to Basis for Calculating Retirement Benefit Obligations, etc.

Category

As of March 31, 2013

a. Discount rate 1.4%

Notes (Housing Loan Account)

(4) Securities
The market price of bonds was based on market prices, including quotation by market
makers, released by industry groups. The market price of certificates of deposit is
indicated by the book value, since they had a short contract period and their market price
was close to the book value.

(5) Loans
The future cashflow of loans was estimated in terms of their type, borrowers and
maturities. The future cashflow was then discounted at a rate that would be applied to
similar newly originated mortgage to calculate the market value.
Regarding the loans of borrowers in default, substantially defaulted borrowers and
borrowers with high probability of default, as the sum of loan losses was estimated based
on an expected recoverable amount from the collateral and guarantee, the market price
was close to the net of the value on the balance sheet at the fiscal year end and the
estimated sum of loan losses. Accordingly, such price was applied as the market price.
As for the loans on bills, the maturities are so short and the market value was close to the
book value that the book value is applied as market value.

(6) Loans on other accounts
The total amount of principal and interest was discounted at a rate that would be applied
to similar newly originated loans to calculate the market value.

(7) Claims for indemnity
As the sum of loan losses was estimated based on an expected recoverable amount from
the collateral, the market price was close to the difference between the value on the
balance sheet at the closing day and the market estimated sum of bad loans.
Accordingly, the difference was applied as the market price.

(8) Transferred claims (from pension)
The future cashlow of transferred claims (pension) was estimated in terms of their type,
borrowers and maturities. The future cashflow was then discounted at a rate that would
be applied to similar newly originated mortgage to calculate the market price.
Regarding the loans of borrowers in default, substantially defaulted borrowers and
borrowers with high probability of default, as the sum of loan losses was estimated based
on an expected recoverable amount from the collateral and others, the market price was
close to the net of the value on the balance sheet at the fiscal year end and the estimated
sum of loan losses. Accordingly, such price was applied as the market price.

Liabilities

(1) Borrowings
The total amount of principal and interest was discounted at a rate that would be applied
to a possible similar borrowing to calculate the market price.

(2) Bonds
The prices of mortgage-backed securities and general lien bonds were based on market
prices, including quotation by market makers, released by industry groups.
For housing land bonds, estimated future cash flows were discounted at a rate that would
be applied to a new similar bond issue to calculate the market price.

Derivatives other than for trading
Derivatives consist of interest rate swaps. Amounts are stated discounted to present value.

7. Securities
(1) Securities held to maturity
(Unit: yen)
Category Type Book value on the Market price Diffrence

balance sheet
31,354,334,182
41,278,467,133

Government bonds
Municipal bonds
Government
guaranteed bonds
Corporate bonds

34,634,260,000
43,341,844,000

3,279,925,818
2,063,376,867

Securities whose
market price
exceeds the book
value on the
balance sheet

9,261,163,769 9,732,750,000 471,586,231

89,810,361,956 92,831,614,000 3,021,252,044

service liabilities

generated.)

expenses or income equally over a set number of years
of the average remaining number of working years
of the director or employee at the time the liability is

e. Amortization of recognized actuarial
differences

10 years (actual differences are recorded as expenses
or income equally over a set number of years of the

average remaining number of working years of the
director or employee starting from the business year

after the business year that the difference is generated.)

6. Financial Products
(1) Matters Relating to the Situation of Financial Products
Matters relating to the situation of financial instruments are described in Notes (overall
JHF).
(2) Matters Relating to the Mark to market Prices of Financial Products

b. Expected rate of return on plan assets 1.7% Subtotal 171,704,327,040| 180,540,468,000 8,836,140,960
c. Method for attributing the projected Straight-line method " Government bonds 0 0 0
y . N Securities whose ici
benefits to periods of services et ori Municipal bonds 0 0 0
d. Number of years for disposal of past 10 years (past service liabilities are recorded as market price Government

exceeds the book guaranteed bonds 0 0 0

Corporate bonds

value on the
balance sheet

21,261,555,487 20,746,900,000 A 514,655,487

Subtotal 21,261,555,487|  20,746,900,000]  ~ 514,655,487
Total 192,965,882,527| 201,287,368,000|  8,321,485,473
(2) Other securities
(Unit: yen)
Category TypeBook b‘;;fc‘e”;,:gzt Acquisition cost Balance
Book value on the balance sheet |y, ., 159,000,000,000 | 159,000,000,000 0
does not exceed acquisition cost

None of the book values on the balance sheet exceed its acquisition cost.

(8) Securities held to maturity that were sold in FY2012

The values of major financial products on the balance sheet as of the end of the fiscal (Unit: yen)
year, their market values and differences between the book values are outlined below. Type Cost Proceeds Difference
(Unit: yen) Government bonds 740,935,306 790,685,000 49,749,694
B(Loh( value gn tthe Market price Difference Total 740,935,306 790,685,000 49,749,694
alance shee (Reason for the sale) The securities were sold for payments to the national treasury in connection with
(1) Cash and due from banks 72,249,304,355 72,249,304,355 0 unnecessary assets. The said sales have been designated by the competent minister as transactions
) e e whose difference on sales is not recorded in income statements.
(2) Receivables under resale agreement 34,991,894,000 34,991,894,000 0
(3) Money in trust 241,357,666,945 241,735,406,901 377,739,956 8. Material Liability Incurring Activities

(4) Securities
Securities held to maturity
Other securities
(5) Loans
Reserve for possible loan losses (*1)

192,965,882,527
159,000,000,000
955,463,941,943
£9,159,898,567

201,287,368,000 8,321,485,473
159,000,000,000 0

946,304,048,376 971,074,007,702 24,769,959,326

(6) Loans for other account
(7) Claims for indemnity (*1)

140,148,327,175
6,185,344,989

146,984,777,362 6,836,450,187
6,185,344,989 0

(8) Transferred claims (pension) (*1) 102,975,518,544|  110,041,492,158 7,065,973,614
Total assets 1,896,177,986,911| 1,943,549,595,467 47,371,608,556
(1) Borrowings 88,881,922,000 89,860,761,357 978,839,357

(2) Bonds ("2) 1,125,006,403,487 | 1,209,137,883,326 84,131,479,839

Total liabilities 1,213,888,325,487 | 1,298,998,644,683 85,110,319,196

Financial derivative products (*3) (2,287,757,203) (2,287,757,203) 0

Total Financial derivative products (2,287,757,203) (2,287,757,203) 0

(*1) Amounts of general and individual reserves for possible loan losses for loans are deducted. Since reserves for
possible loan losses for claims for indemnity and transferred claims (pension) are less important, their values are
subtracted from the amounts on the balance sheet.

(*2)Since bond issue premiums are less important, the values are subtracted from the amount on the balance sheet.

(*3) Derivatives stated in other assets and liabilities are stated in aggregate amounts. Net claims and liabilities from
transactions are stated in net amounts with sums representing net obligations stated in parentheses.

(Note) Method of Calculating the Market Price of Financial Products
Assets
(1) Cash and due from banks
All dues from banks had no fixed maturity date, and the market price was close to the
book value. Accordingly, the book value was applied as the market price.
(2) Receivables under resale agreements
Since contracts are for short-term and fair value approximate book value, book values are
used as fair value.
(3) Money in trust
The market price was based on values provided by counterparty financial institutions.

There is nothing to report.

©

Material Subsequent Events

Return of the subrogated portion of employees’ pension fund

As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
returning future subrogated portion of employees’ pension fund. On the dates of approval of
returning the past subrogated portion as well as returning pension asset in future, profit and
loss concerning return of substitutional part is recorded and extinguishment of retirement
benefit obligations is recognized. Accounting effect on the balance remains to be seen.

10. Payments to the national treasury in connection with unnecessary assets

(1) Outline of unnecessary assets in relation to which payments were made to the national
treasury
a) Type
Securities
b) Book value
¥740,935,306

(2) Cause of becoming an unnecessary asset
As the result of a review of the execution of capital, based on the future expected business
volume, it was found that the above assets became unnecessary to conduct the business
without uncertainty.

(8) Method of payment into the national treasury
Payment into the national treasury was made in accordance with the stipulations of Article
46-2 paragraphs 1 and 2 of the Act on General Rules for Incorporated Administrative
Agencies (Law No. 103 of 1999).

(4) Income from the transfer of assets for which payment was made in cash.
¥790,685,000

(5) Amount paid into the national treasury
¥733,404,000

(6) Date of payment into the national treasury
November 21, 2012

(7) Amount of reduction in capital
¥700,000,000




Outstanding Loan Management Account

In FY 2012, the gross profit of the outstanding loan management account was ¥165.9 billion, an increase of ¥82.2 billion
from FY 2011. This was mainly because of the improvement of difference between income from asset management and
fund raising expenses and shifting the provision for possible loan losses to the reversal of reserve of possible loan losses
in accordance with a decrease in the outstanding balance of loans and delinquent loans.

JHF will strengthen its efforts to curb delinquent loans, in order to improve income and expense.

Balance Sheet

(unit: million yen)

Item FY 2011 FY 2012 Item FY 2011 FY 2012
(Assets) (Liabilities)

Cash and due from banks 415,920 223,313 | Borrowings 17,500,999 | 15,175,692
Cash 0 0 Fiscal Investment Loan Program borrowings | 17,500,999 | 15,175,692
Due from banks 220,645 124,600 |Bonds 3,569,957 | 3,066,680
Agency deposits entrusted 195,275 98,713| Mortgage-backed securities 3,235,766| 2,639,845

Money in trust 14,444 13,018 | General lien bonds - 200,400

Securities 450,016| 1,110,016| Housing land bonds 339,337 228,705
Stock 16 16| Bond issue premiums (A ) A 5,147 AN 2,270
Certificates of deposit 450,000 1,110,000 | Subsidies payable, etc. 14,239 12,840

Loans 19,701,996 16,513,501 | Subsidies payable for emergency measures 14,239 12,840

including loans for recovery from disasters
Loan on bills 33,882 32,657 | Other liabilities 92,369 192,479
Loans on deeds 19,668,114| 16,480,843| Accrued expenses 90,657 71,198

Loans for other account 459,364 512,478 | Other liabilities 1,271 121,079
Long-term loan for other account 459,364 512,478 | Accounts payable for other accounts 442 202

Other assets 64,820 54,915 | Bonds payment reserve 164 139
Accrued revenue 59,261 50,498 | Allowance for retirement benefits 7,284 7,302
Other assets 4,427 3,449 | Allowance for refund of guarantee fees 30,670 23,299
Accounts receivable for other accounts 1,132 968 Allowance for refund of guarantee_fees . 15,510 7,512

Reserve for mortgage transfer registration

Reserve for possible loan losses( A ) A\ 481,558 | A 381,586
Total liabilities 21,231,191 18,485,942
(Net assets)

Capital 9,600 9,600
Government injection monies 9,600 9,600
Loss carry forward N\ 615,788| A 449,888
Unappropriated loss N\ 615,788 | A 449,888
(of which, gross profit (or loss)) (83,653)| (165,900)
Total net assets 606,188 | A 440,288
Total assets 20,625,003 | 18,045,654 Total liabilities and net assets 20,625,003 | 18,045,654
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Income Statement Cash Flows Statement

(unit: million yen) (unit: million yen)
77777777 Item FY 2011 FY 2012 Item FY 2011 FY 2012
Ordinary income 847,244 688,721 I Cash flow from operating activities
Income from asset management 760,141 652,242 Loan disbursement A 313 =
(@] Interest on loans 757,250 649,338 Outlays on personnel expenses A 2,595 A 2,436
< .
o Interest and dividends on securities 792 938 Other operating outlays L2671 A26,931
%. : Interest on receivables under 153 101 In(_:o_me from collection of GHLC 3,739,132 3,116,172
1 repurchase agreement originated loans
< | Income from interest on GHLC originated
o Interest on deposits 280 102 : 9 766,853 658,149
—h oans
I Interest on loans for other account 1,666 1,763 L
T I 4 ice t " : 186 144 Loan origination fees and other revenue 181 140
ncome from service transactions, etc. }
M Income from other operations 3,385 4,429
Other service incomes 186 144 .
Income from government subsidies 79,000 =
' Income from government subsidies 79,000 =
; o Income from government grants 8,325 -
77777777 Other subsidies 815 1,411 Income from treasury subsidies 15,050 =
ISubsic:ies for emer?enc\; .meatsures including 815 1,411 Subtotal 4582307 3,749,523
oans for recovery from disasters Interest and dividends received 2,945 2,857
Other ordinary income 7,102 34,924 Interest paid A790897| A 527736

>

Q

E. Reversal of reserve for possible loan losses - L Cash flow from operating activities| 3,794,355| 3,224,644
-

o Rs;l;earrs:; :ff ;::erve for refund of 2,861 3,621
o 9 I Cash flow from investing activities
=3

[

I

M

Reversal of reserve for retirement benefits

Net change in securities (certificates of
accompanying transfer between accounts 144 319 . 9 - ( . 350,000 A 540,000
deposit) (4 indicates negative)
Reve;sal of _reser_ve for mortgage 2,825 75 Net change in receivables under repurchase 249,936 _
transfer registration agreement (A indicates negative) ’
| Income from written-off claims recovered — 2,211 Outlays on the increase of money in 15,050 B
Other ordinary income 1,271 1,050 trust ’
o | Ordinary expenses 764,624 522,821 Income from the decrease of money in 606 1430
o Fund raising expenses 743,421| 504,782 trust ’
-8 Interest on borrowings 669,115| 443,782 Net change in short-term loans on other 241700 -
Aindi . ,
3 Interest on bonds 74306| 61,000 2°°°“"ts (# indicates negative)
- -’
o Service transaction expenses 11,857| 10,023 ac”::i‘l’:tf“ long-term loans for other A314943|  A53114
o | ;
o | Service expenses 11,857 Cash flow from investing activities|  512,249| 2 591,683
é Other operating expenses — 750
3 Amortization of bond issuing expenses - 750 II Cash flow from financing activities
Q .
3 Business expenses 7,719 7,266 Income from issuance of bonds (after B A6
8 Other ordinary expenses 1,627 0 deducting issuance expense) ’
77777777 ; Provision for reserve for possible loan 1627 _ Outlays on redemption of bonds A 922,805 A 699,911
i losses ’ i
o . Outlays on repayment.of Fiscal Investment £ 3.914,334| A 2,325,307
@ Other ordinary expenses 0 0 Loan Program borrowings
5" Ordinary income (or loss) 82,619 165,900 Cash flows from financial activities | 2 4,837,139 | A 2,825,568
) Extraordinary income 1,034 =
=4 Gain on written-off claim recovered 1,034 — IV Decrease in cash £530,534 | A192,607
E Net income (or loss) 83,653 165,900 V Opening balance of cash 946,454 415,920
] Gross profit (or loss) 83,653 165,900 VI Closing balance of cash 415,920 223,313
oy}
c
@,
=2
o
n
(7]

Statement of Appropriation of Loss

%1 (unit: million yen)
[V
=
8- I Unappropriated loss A\ 449,888
6 Gross profit 165,900
Q Loss carry forward (from previous year) N\ 615,788
[V
II Loss carry forward I\ 449,888
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Statement of Administrative Cost Caluculations

(unit: million yen)

Item FY 2011 FY 2012
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 743,421 504,782
Service transaction expenses 11,857 10,023
Other operating expenses - 750
Business expenses 7,719 7,266
Other ordinary expenses 1,627 0
Subtotal 764,624 522,821
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management A\ 760,141 A 652,242
Income from service transactions, etc. A 186 A 144
Other ordinary income AN 7,102 N\ 34,924
Gain on written-off claims recovered A 1,034 =
Subtotal A\ 768,463 A\ 687,310
Total operating expenses A 3,838 A 164,489
II Expected increase in retirement benefits not recorded in allowances 2 2
II Opportunity costs
Opportunity costs related to items such as central and local government investments 95 54
IV Administrative cost A\ 3,742 I\ 164,434

gnificant Accounting Po

1. Criteria for Recording Reserves
(1) Reserves for possible loans losses

Borrowers are categorized into one of six groups - normal borrowers, borrowers requiring

caution, other borrowers requiring caution, borrowers with high probability of default,

substantially defaulted borrowers, and borrowers in default - and reserves are recorded to
cover losses on loans on the following bases.

a. For”substantially defaulted borrowers”and”borrowers in default,”an amount is recorded
for each loan that is the difference between the balance of the loan and the expected
recoverable amount from the collateral.

b. For “borrowers with high probability of default,” a necessary amount of the difference
between the balance of the loan and expected recoverable amount from the collateral
for each loan is recorded.

c. For “borrowers requiring caution” and “other borrowers requiring caution” concerning
loans that cash flow in collection of principal of loans and interests received can be
rationally estimated, the difference between the discounted amount of the cash flow by
agreed interest rate and book value is recorded.

d. For loans other than listed above, an amount is recorded based on the historic possible
loss rate during a particular period.

(2) Allowance for Bonuses
In order to pay bonuses to directors and employees, the amount of expected bonus
payments for the following year that is attributable to the current year is recorded.

(3) Allowance for Retirement Benefits
In order to pay retirement benefits to directors and employees, an allowance is recorded
based on the retirement benefits obligations and projected pension assets at the end of
the particular business year.
Past service liabilities are recorded as expenses equally over a set number of years (10
years) within the average remaining number of working years of the director or employee
from the time the liability is generated.
Actuarial differences are recorded as expenses equally over a set number of years (10
years) within the average remaining number of working years of the director or employee
starting from the business year after the business year that the difference was generated.
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(4) Allowance for Refund of Guarantee Fees
Parties who receive loans paid a guarantee free when entrusting a guarantee to the
Housing Loan Guarantee Corporation on their loans as stipulated by Paragraph 1, Article
6 of the Supplementary Provisions of the Japan Housing Finance Agency Law (Law No.
82 of 2005, referred to below as JHF Law). In order to cover the necessary expenses for
refunds of prepaid fees, the expected amount of refunds is recorded.

(5) Reserve for Mortgage Transfer Registration
The estimated amount of future payment is recorded to cover registration fees for future
mortgage transfers to JHF regarding GHLC originated loans inherited from GHLC as
stipulated by Paragraph 1, Article 3, of the Supplementary Provisions of JHF Law.

. Method and Criteria for Valuing Marketable Securities

(1) Securities held to maturity

The amortized cost method (straight-line method) is applied.
(2) Other securities

The purchase price is recorded.

. Depreciation of Bond Issue Premiums

Bond issue premiums are amortized using a straight line method over the maturity of the
bond

. Method for Recording Opportunity Costs in the Statement of Administrative Cost Calculations

Taking into account the interest on 10-year government bonds at the end of March 2013,
0.560% was applied for calculating the opportunity costs for central government investments
and local government investments.

. Accounting for consumption tax

The tax inclusive method is applied.
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. Matters Relating to the Balance Sheet
Collateralized Assets
Loans are entrusted as collateral for mortgage backed securities.
The amount of assets collateralized and the amount of liabilities relating to collateral are
described in Notes (overall agency).

I

Matters relating to income statement

Based on the Practical Guidelines on Accounting Standards for Financial Instruments
(Accounting Practice Committee Report No. 14 of Japanese Institute of Certified Public
Accountants,) “gain on written-off claims recovered” is recorded in “ordinary income.”

I

Matters Relating to Statement of Cash Flows
Breakdown of closing balance of cash on the balance sheet by item
Cash and due from bank: ¥223,313,377,378
Closing balance of cash: ¥223,313,377,378

>

Matters Relating to Statement of Administrative Cost Calculations
The expected increase in retirement benefits not included in allowances is related to parties
seconded from the central government.

o

Matters Relating to Retirement Benefits

(1) Overview of the Retirement Benefit Plan
A lump-sum retirement benefit and employee pension have been established as a defined
benefit pension plan.

(2) Matters Relating to Retirement Benefit Obligations
(Unit: yen)

Category As of March 31, 2013
Retirement benefit obligation (A) A 11,450,416,192
Pension assets B) 2,923,593,637

Unfunded retirement benefit obligations (C)=(A) + (B)
Unrecognized prior service obligations (D)

A 8,526,822,555
0

Unrecognized actuarial differences (E) 1,224,581,634
Net amount recorded in balance sheet  (F)=(C)+(D)+(E) £\ 7,302,240,921
Prepaid pension costs @)

Reserve for retirement benefit (F-(@G) A 7,302,240,921

(3) Matter Relating to Retirement Benefit Expenses

(Unit: yen)
Category From April 1, 2012 to March 31, 2013

Service cost 300,155,337
Interest cost 159,314,943
Expected return on plan assets A 44,583,958
Amortization of prior service obligations 0
Amortization of actuarial differences 242,191,900
Other (such as extra retirement benefit) 0
Net pension expenses 657,078,222

(4) Matters Relating to Basis for Calculating Retirement Benefit Obligations, etc.

Category As of March 31, 2013

a. Discount rate 1.4%

b. Expected rate of return 1.7%

c. Method for attributing the projected benefits to Straight-line method
periods of services

d. Number of years for disposal of past service liabilities |10 years (past service liabilities are
recorded as expenses or income equally
over a set number of years of the average
remaining number of working years of the
director or employee at the time the liability
is generated.)

e. Amortization of recognized actuarial differences 10 years (actual differences are recorded
as expenses or income equally over a set
number of years of the average remaining
number of working years of the director or
employee starting from the business year
after the business year that the difference
is generated.)

6. Financial Products
(1) Matters Relating to the Situation of Financial Products
Matters relating to the situation of financial products are described in Notes (overall
agency).

(2) Matters Relating to the Mark to market Prices of Financial Products
The values of major financial products on the balance sheet as of the end of the fiscal
year, their market values and differences between the book values are outlined below. The
values of products whose market prices are difficult to obtain are not included in the table
(refer to Note 2).

ement Account)

(Unit: yen)
Bt:)r;l;af‘\:lgesg;;he Market price Difference
(1) Cash and due from banks 223,318,377,378 2283,313,377,378 0
(2) Money in trust 13,018,136,885 13,028,562,020 10,425,135
(3) Securities
Other securities 1,110,000,000,000 1,110,000,000,000 0

(4) Loans
Reserve for possible loan losses (*1)

16,513,500,787,087
A 380,410,905,428
16,133,089,881,659
512,477,557,637
17,991,898,9583,559
15,175,692,000,000
3,066,679,805,028
18,242,371,805,028

17,281,430,233,649
513,188,040,203
19,140,960,213,250
16,400,423,966,889
3,245,369,243,151
19,645,793,210,040

1,148,340,351,990
710,482,566
1,149,061,259,691
1,224,731,966,889
178,689,438,123
1,403,421,405,012

(5) Loans to other accounts
Total assets

(1) Borrowings

(2) Bonds (*2)

Total liabilities

(*1) Amounts of general and individual reserves for possible loan losses for loans are deducted.
(*2)Since bond issue premiums are less important, the differences between the market value and book value are directly
reflected in the amount on book value of the balance sheet.

(Note 1) Method of Calculating the Mark to market Price of Financial Productss

Assets
(1) Cash and due from banks
All dues from banks had no fixed maturity date, and the market price was close to the
book value. Accordingly, the book value was applied as the market price.

(2) Money in trust
The market price was based on values provided by counterparty financial institutions.

(3) Securities
The market price is indicated by the book value, since they had a short contract period
and their market price was close to the book value.

(4) Loans
The future cashflow of loans was estimated in terms of their type, borrowers and
maturities. The future cashflow was then discounted at a rate that would be applied to a
similar newly originated loan to calculate the market price.
Regarding the loans of borrowers in default, substantially defaulted borrowers and
borrowers with high probability of default, as the sum of loan losses was estimated based
on an expected recoverable amount from the collateral and guarantee, the market price
was close to the net of the value on the balance sheet at the fiscal year end and the
estimated sum of loan losses.
Accordingly, such price was applied as the market price.
Loans on bills of GHLC originated loans had a short contract period and their market price
was close to the book value. Accordingly, the book value was applied as the market price.

(5) Loans on other accounts
The total amount of principal and interest was discounted at a rate that would be applied
to similar newly originated loans to calculate the market value.

Liabilities
(1) Borrowings
The total amount of principal and interest was discounted at a rate that would be applied
to a possible similar borrowing to calculate the market price.

(2) Bonds
The price of mortgage-backed securities was based on market prices, including quotation
by market makers, released by industry groups.
For housing land bonds, estimated future cash flows were discounted at a rate that would
be applied to a new similar bond issue to calculate the market price.

(Note 2) Unlisted stocks (value on the balance sheet: ¥16,150,000) have no market price, which
makes it difficult to estimate their market price. Accordingly, the market price is not
required to be disclosed.

7. Securities
Other securities
(Unit: yen)
Book value on the . .
Category Type balance sheet Acquisition cost Difference
Book value on the
balance sheet does not Other 1,110,000,000,000 1,110,000,000,000 0
exceed acquisition cost

None of the book values on the balance sheet exceed acquisition cost.

8. Material Liability Incurring Activities
There is nothing to report.

9. Material Subsequent Events
Return of the subrogated portion of employees’ pension fund
As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
returning future subrogated portion of employees’ pension fund. On the dates of approval of
returning the past subrogated portion as well as returning pension asset in future, profit and
loss concerning return of substitutional part is recorded and extinguishment of retirement
benefit obligations is recognized. Accounting effect on the balance remains to be seen.




@Investment in JHF capital and its funding sources (FY 2012)

In FY 2012, JHF received ¥50.4 billion in government capital from the government’s general account. With regard to ¥36.4
billion capital injection money from the government’s general account, it was returned to the national treasury in November
2012 pursuant to the Basic Policies for Reviewing the Clerical and Business Operations of Incorporated Administrative
Agencies (approved by the cabinet on December 7, 2010) and other measures.

Therefore, the balance of capital at the end of FY 2012 was ¥670.6 billion and its breakdowns are ¥581.7 billion from the
general account, ¥54.5 billion from Fiscal Investment and Loan Program special account, and ¥34.4 billion from the reserve
fund for interest rate change.

Of the capital, ¥84 million will be returned to the national treasury in FY 2013.

(Unit: million yen)

Balance at the beginning of | Increase during current | Decrease during current | Balance at the end of
Category under government account and name of fund . . . h
current fiscal year fiscal year fiscal year current fiscal year
General account 567,763 50,403 36,445 581,721
Special account for the Fiscal Investment and 88,900 _ . 88,900
Loan Program
C.apltal from the special account for the 54,500 _ _ 54,500
Fiscal Investment and Loan Program
Reserve fund for interest rate change 34,400 — — 34,400
Total 656,663 50,403 36,445 670,621

@®Major assets and liabilities (FY 2012)

- Long-term borrowings

In FY 2012, JHF borrowed ¥70.2 billion from Fiscal Investment and Loan Program, and ¥110.2 billion from the private
institutions. As ¥2,328.1 billion was repaid to Fiscal Investment and Loan Program, and ¥122.2 billion repaid to the
private institutions, the outstanding balance of long-term borrowings at the end of FY 2012 was ¥15,374.8 billion and
its breakdowns are ¥15,264.6 billion from Fiscal Investment and Loan Program, and ¥110.2 billion from the private

institutions.
(Unit: million yen)

Balance at the beginning of | Increase during current | Decrease during current | Balance at the end of
Category . . . .
current fiscal year fiscal year fiscal year current fiscal year
Borrowings from Fiscal Investment and Loan Program 17,522,500 70,200 2,328,126 15,264,574
Borrowings from the private institutions 122,200 110,200 122,200 110,200
Total 17,644,700 180,400 2,450,326 15,374,774

« Details of bonds issued by JHF

In FY 2012, ¥2,365 billion (face value amount, applicable herein below) of Japan Housing Finance Agency bonds, ¥87
billion of JHF’s property accumulation saving scheme-tied houses bonds, and ¥26.2 billion of JHF’s housing land bonds
were issued. In addition, ¥1,437.5 billion of Japan Housing Finance Agency bonds, ¥141.5 billion of JHF’s property
accumulation saving scheme-tied houses bonds, and ¥128.4 billion of JHF’s housing land bonds were redeemed.
Therefore the total outstanding balance of bonds at the end of FY2012 was ¥13,922 billion which consists of ¥12,830.9
billion of Japan Housing Finance Agency bonds, ¥485.7 billion of JHF’s property accumulation saving scheme-tied
houses bonds, and ¥605.4 billion of JHF’s housing land bonds.

(Unit: million yen)

Balance at the beginning of | Increase during current | Decrease during current | Balance at the end of
Category . . . .
current fiscal year fiscal year fiscal year current fiscal year

Japan Housing Finance Agency bonds 11,903,365 2,364,954 1,437,468 12,830,851
JHF’s Property accumulation saving scheme-tied 540,200 87.000 141,500 485,700
houses bonds

JHF’s housing land bonds 707,609 26,237 128,399 605,446
Total 13,151,174 2,478,191 1,707,367 13,921,997
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- Reserves

(Unit: million yen)

Balance at the beginning of | Increase during current | Decrease during current | Balance at the end of
Category . . . .
current fiscal year fiscal year fiscal year current fiscal year
Reserve for possible loan losses 569,665 — 92,649 477,016
Allowance for bonuses 611 538 611 538
Allowance for retirement benefits 27,077 2,421 1,239 28,259
Allowance for refund of guarantee fees 31,800 - 7,598 24,203
Reserve for mortgage transfer registration 17,234 — 8,801 8,433

@®Acquisition and disposal of fixed assets and depreciation costs (FY 2012)

(Unit: million yen)

Accumulated depreciation Balance after
Balance at Increase Decrease Balance at — Accumulated | deduction at
TR the beginning during during the end of Depreciation SN IR
o ofcurrent | currentfiscal | currentfiscal | current fiscal CXpenses ploss curtent
fiscal year year year year for the current '
fiscal year fiscal year

Tangible Buildings 15,604 64 —| 15,669 3,842 530 29| 11,797

fixed assets
(Depreciation o

is recorded :st::t'stang'b'e fixed 1,012 876 49 1,839 704 265 1 1,134
as losses in

the income Total 16,616 940 49| 17,507 4,546 795 30| 12,931
statement)

Land 22,048 — — 22,048 — — 448 21,600

Construction in

Non- process account 86 86 86
depreciable

assets Other tangible fixed 5 _ _ 5 _ _ _ 5

assets
Total 22,052 86 — 22,138 — — 448 21,690
Total tangible fixed assets 38,669 1,026 49 39,645 4,546 795 478 34,621

@ Affiliated corporations
JHF does not invest in any corporations, but the following corporations are considered specific affiliated companies or
specific public interest companies, etc. under incorporated administrative agency accounting standards.

All specific affiliated companies are small and do not have a material impact on the total gross assets or sales found on
the financial statements. Therefore, the companies are excluded from the scope of consolidation.

Relationship Capital or core
Company nhame Summary of operations with Date founded assets

agency
Housing Support Information |Business of development, operation and System
System Co., Ltd. maintenance of software; Internet related development, April 1997 ¥24.9 million
(specific affiliated company) operations; system related services, etc. etc.
Jutak_u_ Loa|_1 _Serwce, Ltd. Bu5|nes§ 9f management. and recovery of Loan servicing | August 2004 ¥500 million
(specific affiliated company) the specific monetary claims, etc.

7 8



@Transition in capital

(Unit: 100 million yen)

@®Details of business expenses

(Unit: million yen)

Fiscal year Capital Fiscal year Capital Category FY 2011 FY 2012
June 1950 136/1965 970 Overhead expenses 10,919 10,654
1951 230(1966 971 Management travel expenses 57 79
1952 310[1967 — 1997 972 Various management expenses 2,841 2,592
1953 368(1998 1,522 Entertainment expenses 0 —
1954 418|1999 - 2000 1,662 Tax 269 257
1955 _ 1956 42512001 - 2004 1,687 Fixed asset depreciation expenses 554 551
1957 45512005 2,237 Leased asset depreciation expenses 1,124 244
1958 480(2006 2,537 Operational travel expenses 76 74
1959 525(2007 3,197 Various operating costs 3,867 4,517
1960 575(2008 4,057 Expenses for special servicing of loans 900 595
1961 6652009 9,013 Reparations and repayments — —
1962 760/2010 6.977 Other expenses including bond

’ . 168 204
issuance costs and trust fees
1963 855(2011 6,567 ) )
System operation outsourcing costs 4,493 4,500
1964 955(2012 6,706
Total 25,268 24,267
(Note) ¥36.4 billion government injection monies from the general
account was returned to the national treasury in November
2012 in line with the Basic Policies for Reviewing the Clerical
and Business Operations of Incorporated Administrative
Agencies (approved by the cabinet on December 7, 2010) and
other measures.
@Capital adequacy ratio
(Unit: 100 million yen)
Category FY 2011 FY 2012
Net capital 3,762 5,567
Reserve for possible loan losses 752 715
Owned capital (A) 4,514 6,283
Assets (on balance sheet) 109,514 103,959
Off balance sheet transactions 7,809 6,704
Amount equivalent to operational risk 2,944 3,792
Risk weighted assets total (B) 120,268 114,455
Capital adequacy ratio ((A) / (B)) x 100 3.75% 5.49%

(Notes) The capital adequacy ratio is calculated in accordance with the Basel Il criteria, but since it is difficult to determine attributes for some

loans, simple calculations were applied.
The following are such examples:

-In terms of type of borrowers, loans were categorized according to the type of loan since it is difficult to differentiate between
individuals and corporations and the size of corporations for borrowers taking out housing loans.
- In terms of type of collateral, all loans are assumed to be housing loans with mortgage claims since it is difficult to determine whether
there exists an attached store or mortgage claim exists on the properties.

@®Overhead ratio

(Unit: 100 million yen)

Category FY 2011 FY 2012
Expenses” (A) 589 569
Average balance of purchased loans (B) 311,865 291,180
Overhead ratio (A) / (B) 0.1887% 0.1954%

* Expenses = services expenses + (business expenses - commission fees) + amortized bond issuing expenses + miscellaneous losses
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@Status of revenue and expenditure in a single fiscal year for the accounts other than the
outstanding loan management account and the account related to operations acquired
from the Housing Loan Guarantee Corporation

Operations acquired from the Housing Loan Guarantee Corporation (“Acquired Operation from HLGC”) refer to group
credit life insurance and other operations taken over from the Housing Loan Guarantee Corporation at the time of the
establishment of JHF, in accordance with Paragraph 3, Article 6 of the Supplementary Provisions of JHF Law.

Acquired Operations from HLGC are recorded under the housing loan account, and are accounted as the “Account
for Acquired Operations from HLGC” in accordance with Item 2, Article 10 of the Ministerial Ordinance Related to
Accounting and Finances of and the Conduct of Operations by Japan Housing Finance Agency.

JHF aims to achieve a surplus in single-year revenues and expenditures by the final year for the first medium-term
target, and to eliminate loss carried forward by the final year for the second medium-term target for the overall account
excluding “operations acquired from the Housing Loan Guarantee Corporation” and the outstanding loan management
account. The current status is as shown in the table below.

(Unit: million yen)

FY 2011 FY 2012
Gross profit/loss | Surplus/loss carried | Gross profit/loss | Surplus/loss carried
(&) forward (2) (2) forward (A)
Securitization support account 33,830 A 17,090 26,887 9,797
Account for transfer of claims 32,556 4,214 25,585 29,799
Account for loan guarantees 1,274 A 21,304 1,303 A 20,002
Housing loan insurance account 3,649 2,123 3,986 3,986
Acc.ount for Ioan.s for property accumulation 6.858 51,319 4233 26,809
saving scheme-tied houses
Housing loan account 4,334 329,870 8,224 330,136
Account for housing loans 981 19,549 5,002 AN 14,547
Account for Acquired Operations from 3,353 349,419 3,002 344,683
HLGC
Overall agency (excluding the outstanding loan
management account and Account for Acquired 45,318 16,803 40,107 26,045
Operations from HLGC)

@Reference - List of government investment monies injected to JHF (by type of business)

(Unit: million yen)

Tvpe SIS Total at the end of Total at the end of
yp ¥ FY 2012 FY 2013 (estimate)
Credit risk management,
Provision of Flat 35S
Securltlzat.lon support | ALM risk manageme.nt, . 516,121 546,186
business Interest rate fluctuation risk management,
Management of interest to be paid to originators
Before replenishment
Housing | i
ousing o?n insurance Insurance risk management 102,000 102,000
business
Credit risk management concerning town
development loans (short-term business funds),
ALM risk t related to | f
Housing loan business ".s management related to loans for recovery 42,900 42,900
from disasters
Credit risk management measures related to loans
for serviced residences for the aged
Outstanding loan Implementation of special preferential measures of
. . . 9,600 9,600
management repayment condition changes (lowering of interest rate)
Total 670,621 700,686

The figures are estimated amounts reflecting ¥0.84 billion government injection monies of Securitization Support Business returned to the
national treasury.



@®Reference - Status of long-term bonds being held

FY 2011

(Unit: 100 million yen)

At the end of FY 2011

Type Classification (purpose) Government |  Municipal Government FiLP
bonds bonds guaranteed agency
bonds bonds, etc.
Securitization subport Government injection monies (purposed to
i extend Flat 35S housing loans and manage 3,902 1,398 707 102 1,695
account o
credit risks)
Governrr!ent injection momt:>§ (pu.rposed to 1205 541 417 19 048
Housing loan insurance | Manage insurance underwriting risks)
account i
!Vlandatory policy reserves (purposed for future 251 o5 55 1 130
insurance payments)
Government injection monies (purposed to
manage credit risk of town development loan, 423 121 122 1 180
a short-term business loan)
Housing loan account | Reserve for the long-term stabilization of
. f it life i
premiums for group credit | ‘e insurance . 1593 034 291 103 964
(purposed for future operation of group credit
life insurance business)
Total 7,395 2,320 1,593 266 3,216
FY 2012 (Unit: 100 million yen)
At the end of FY 2012
Type Classification (purpose) Government |  Municipal Government FILP
bonds bonds guaranteed agency
bonds bonds, etc.
Securitization subport Government injection monies (purposed to
PP extend Flat 355 housing loans and manage 4,119 1,529 718 71 1,802
account o
credit risks)
Governm.ent injection monic_eﬁ (purposed to 977 491 297 0 188
Housing loan insurance | Manage insurance underwriting risks)
account i
!Vlandatory policy reserves (purposed for future 251 o5 55 41 130
insurance payments)
Government injection monies (purposed to
manage credit risk of town development loan, 423 118 122 1 183
a short-term business loan)
Housing loan account
Reserve carried over from previous mid-term
target years (purposed for future operation of 1,506 196 291 92 928
group credit life insurance business)
Total 7,276 2,359 1,483 204 3,230

* The securities eligible to be held by JHF are government bonds, municipal bonds and government guaranteed bonds as well as bonds issued by
corporations under special laws (securities designated by the competent ministers) as determined under Article 47 of the Law for General Rules for
Incorporated Administrative Agencies. JHF holds these securities for the purpose of stable and efficient implementation of operations. In FY 2012,
JHF sold long-term bonds amounting ¥29.9 billion in order to pay the government injection monies to the national treasury.
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Reference - Status of receiving subsidies

(Unit: million yen)

e e Amount received | Amount received
in FY 2012 in FY 2013 *'

Subsidies for promotion
projects for development of | Interest rate reduction, etc. of Flat 35S. 5,552 16,285
high-quality housings **
Subsidies for emergency Expansion, etc. of the systems of loans for disaster

. . mitigation and the changes of repayment methods
measures including loans 53,900 —
for recovery from disasters for the people affected by the Great East Japan

Earthquake.

*1 The amounts received for FY 2013 are budgeted amounts.

*2 Renamed from “subsides for s

ecuritization support business” in FY 2012

Reference - Use of subsidies for emergency measures to facilitate housing finance
Subsidies for emergency measures to facilitate housing finance are subsidies received in a lump sum to lowering interest
rate on housing loans for promoting recovery from the Great East Japan Earthquake and promoting energy conservation
of housing as prescribed in the Emergency Economic Countermeasures for Future Growth and Security (approved by the
Cabinet on December 8, 2009) and in the Three-Step Economic Measures for the Realization of New Growth Strategy
(approved by the Cabinet on September 10, 2010). Subsidies are simultaneously applied to costs realized by lowering

interest rate and others.

@®Results of purchases, etc.
- Securitization Support business
- Applied expansion of Flat 35S interest rate discount pursuant to the Emergency Economic Countermeasures for
Future Growth and Security and the Three-Step Economic Measures for the Realization of New Growth Strategy
(the application period ended on September 30, 2011. The results are total between February 15, 2010 and

March 31, 2013)

* First 10 years minus 0.3% — minus 1.0%

Number of loans

Subsidies used

purchased/insured amount Past fiscal years This fiscal year Total
213,766
¥50.75 billion ¥55.77 billion ¥106.51 billion
¥5,589.4 billion

- Applied expansion of Flat 35S interest rate discount in order to promote recovery from the Great East Japan
Earthquake and Promoting energy conservation of housing™ (the application period ended on October 31, 2012.
The results are total between December 1, 2011 and March 31, 2013)

* First 5 years minus 0.3% — minus 1.0% (areas affected by the Great East Japan Earthquake)

Number of loans

purchased/insured amount

Subsidies used

Past fiscal years

This fiscal year

Total

6,672 (40,722)

¥170 billion (¥1119.6 b

¥0.01 billion
illion)

¥0.83 billion

¥0.84 billion

* The figures in brackets ( ) indicated the numbers for regions other than areas affected by the Great East Japan Earthquake (first 5
years: minus 0.3% — minus 0.7 %)
Expenses for unaffected areas are ineligible for emergency housing subsidies.



+ Housing loan insurance business
Insurance premium rate reduced (ended on December 30, 2010 on loan approval base. The results are total

between January 29, 2010 and March 31, 2013) (<D
o

Number of loans purchased/ Subsidies used L <
insured and their amount Past fiscal years This fiscal year Total g
19,577 =}

¥28.03 billion ¥0.02 billion ¥28.05 billion <

¥447.9 billion :TI:I

@®Use of subsidies

- Securitization support business
- Applied expansion of Flat 35S interest rate discount™ pursuant to the Emergency Economic Countermeasures for

Future Growth and Security and the Three-Step Economic Measures for the Realization of New Growth Strategy
(the application period ended on September 30, 2011. The results are total between February 15, 2010 and
March 31, 2013)
* First 10 years minus 0.3% — minus 1.0%
(Unit: 100 million yen)
Amount / as of March 31, 2009 | March 31, 2010 | March 31, 2011 | March 31, 2012
Subsidies received 2,600.0 2,235.0 — —
Trarjsfer from housing loan insurance _ 200.0 381.0 _
business !
Amount carried forward - 2,599.3 5,437.9 5,419.8 g)
Accrued interest income - 4.9 6.4 16.0 3
e
(Accumulated gains) (—) 4.9) (11.3) (27.3) L9
Subtotal ©) 2,600.0 5,539.2 5,825.3 5,435.8 o
o
K
Expenses for interest rate discount @ 0.7 101.3 405.5 557.7 g
(Accumulated expenses for interest rate discount) 0.7) (102.0) (507.5) (1,065.1) g
[
v)
. (1]
Balance of subsidies - 2,599.3 5,437.9 5,419.8 4,878.1 1
Estimate required amount of subsidies for 77777777
. - — — 4,878.1 o)
the following years ® L
Planned repayment to the national treasury _ _ 00 0.0 !E)_
for the following year O-@-3® ) ) )
9
-
- Applied expansion of Flat 35S interest rate discount in order to promote recovery from the Great East Japan | %
Earthquake and promoting energy conservation of housing™ (the application period ended on October 31, 2012. ' @
The results are total between December 1, 2011 and March 31, 2013) | 5,
* First 5 years minus 0.3% — minus 1.0% (areas affected by the Great East Japan Earthquake) (:_l;
)
Amount / as of March 31, 2011 | March 31, 2012 ]
Subsidies received 159.0 —
Transfer from housing loan insurance
. - 39.4
business
Amount carried forward - 158.9 %1
Accrued interest income 0.0 0.2 g
(Accumulated gains) 0.0 0.2) g
Subtotal @ 159.0 198.6 ()
8
[V
Expenses for interest rate discount @ 0.1 8.3
(Accumulated expenses for interest rate discount) 0.1) (8.4)
Balance of subsidies - 158.9 190.3
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+ Housing loan insurance business

Insurance premium rate reduced (ended on December 30, 2010 on loan approval base. The results are total

between January 29, 2010 and March 31, 2013)

(Unit: 100 million yen)

Amount / as of

March 31, 2009

March 31, 2010

March 31, 2011

March 31, 2012

Subsidies received 1,400.0 — - -
Amount carried forward — 1,341.0 443.9 39.8
Accrued interest income - 1.0 0.1 0.0
(Accumulated gains) (—) (1.0) (1.2) (1.2)
Subtotal ©) 1,400.0 1,342.0 4441 39.8
Expenses for premium rate discount ) 59.0 198.1 23.2 0.2
(Accumulated premium rate discount) (59.0) (257.1) (280.3) (280.5)
Transfer to the securitization business ® — 700.0 381.0 39.4
Balance of subsidies O-@-® 1,341.0 443.9 39.8 0.2
Estimate required amount of subsidies for the _ _ _ 0.0
following years ®
Planned transfer to the securitization support
account for the following year ® - N - 0.0
Planned repayment to the national treasury for . . . 02

0-0-0-0-6

the following year




Reference - Use of subsidies for emergency measures including loans for recovery

from disasters

Subsidies for emergency measures including loans for recovery from disasters are subsidies received in a lump sum
to provide housing loans under loans for recovery from disasters business or to lower interest rate on housing loans
for people affected by the Great East Japan Earthquake. The subsidies are simultaneously applied to costs realized by

lowering interest rate and others.

@®Results of loans, etc.

- Actual applications accepted and loans provided relating to loans for recovery from disasters business (interest rate

discount applied) (the results are total between March 11, 2011 and March 31, 2013)

Number of houses of
applications accepted and their
amount

Number of houses of loans
provided and their amount

9,789
¥148.73 billion

5,586
¥84.88 billion

The “number of houses of loans provided” indicates the number of loans on deeds.

- Results of loan modifications (interest rate discount applied) (the results are total between March 11, 2011 and

March 31, 2013)

Number of loan modifications
applied

4,249 cases

@®Use of subsidies

+ Use of subsidies relating to loans for recovery from disasters (interest rate discount applied) (the results are total between

March 11, 2011 and March 31, 2013)

(Unit: 100 million yen)

Amount / as of

March 31, 2011

March 31, 2012

Subsidies received
Amount carried forward
Accrued interest income
(Accumulated gains)
Subtotal

Expenses for interest rate discount
(Accumulated interest rate discount)

Balance of subsidies

-

1,884.0

0.9
(0.9)
1,884.9

0.9
(0.9

1,884.0

539.0
1,884.0
2.8
3.7)
2,425.8

14.0
(14.9)

2,411.8

- Use of subsidies relating to loan modification (interest rate discount applied) (the results area total loans executed
between March 11, 2011 and March 31, 2013)

(Unit: 100 million yen)

Amount / as of

March 31, 2011

March 31, 2012

Subsidies received
Amount carried forward
Accrued interest income
(Accumulated gains)
Subtotal

Expenses for interest rate discount
(Accumulated interest rate discount)

Balance of subsidies

183.0

0.1
(0.1)
183.1

8.9
(8.9)

1741

174.1
0.1
0.2)
174.3

15.4
(24.3)

158.9
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| Risk-monitored Loans

HF has, in spite of not being an organization subject to the Bank Law (Law no. 59 of 1981), disclosed risk-monitored loans
since FY 1997, according to the standards of disclosure used by private financial institutions. As for risk-monitored loans
of FY 2000 and later, JHF has disclosed in accordance with standards formulated based on the results of internal rating.

Not all of the risk monitored loans result in the losses because these loans are covered by the first lien upon the property

or equivalent collateral.

@®Table of risk-monitored loans for FY 2008 to FY 2012

(Unit: 100 million yen, %)

FY 2008 FY 2009 FY 2010
Category Outstang‘ing Purchased Total Outstangl‘ing Purchased Total Outstanging Purchased Total
loans loans loans loans loans loans
Loans to borrowers in default (A) 2,436 17 2,453 2,227 28 2,256 1,920 42 1,961
Seriously delinquent loans (B) 9,866 78 9,944 9,126 178 9,304 7,748 361 8,108
Loans past due 3 months or more (C) 1,099 50 1,149 1,453 153 1,605 1,482 151 1,634
Subtotal (D) = (A) + (B) + (C) 13,401 146 13,547 12,806 359 13,165 11,150 554 11,704
Ratio: (D) / (G) x 100 3.80 0.44 3.52 4.23 0.89 3.83 4.36 0.86 3.66
Loans under mitigation (E) 17,611 61 17,672 15,835 174 16,009 15,118 310 15,428
Total (F) = (A) + (B) + (C) + (E) 31,011 207 31,218 28,640 533 29,174 26,268 864 27,132
Ratio: (F) / (G) x 100 8.80 0.63 8.10 9.45 1.32 8.49 10.28 1.34 8.48
[ Batance of principle (G) | 352,358 32,863 385,221 302,987 | 40,540 | 343,527 | 255,587 64,372 319,959
(Unit: 100 million yen, %)
FY 2011 FY 2012
Category Outstang‘ing Purchased Total 0utstant*:l‘ing Purchased Total
loans loans loans' loans
Loans to borrowers in default (A) 1,245 51 1,296 1,050 64 1,113
Seriously delinquent loans (B) 5,940 390 6,330 5,423 379 5,801
Loans past due 3 months or more (C) 1,415 174 1,590 1,284 185 1,469
Subtotal (D) = (A) + (B) + (C) 8,600 615 9,215 7,756 628 8,384
Ratio: (D) / (G) x 100 4,00 0.71 3.06 4.26 0.63 2.98
Loans under mitigation (E) 13,836 422 14,259 12,195 460 12,654
Total (F) = (A) + (B) + (C) + (E) 22,436 1,037 23,474 19,951 1,087 21,038
Ratio: (F) / (G) x 100 10.44 1.20 7.80 10.97 1.09 7.47
| Balance of principle (G) | 214,972 86,099 301,071 181,920 99,827 281,747

(Note) The totals may differ due to the figures being rounded off.
JHF discloses risk-monitored loans based on the results of internal rating asset.
** “Outstanding loans, etc.” are loans receivable and claims for indemnity excluding purchased loans..

(Notes)

. Loans to borrowers in default (A)

These are the outstanding principal balance of loans to borrowers categorized as borrowers in default as a result of self-assessment.

o

. Seriously delinquent loans (B)

These are the outstanding principal balance of loans to borrowers categorized as borrowers in default or with high probability of default as a result of self-assessment.
. Loans past due 3 months or more (C)

(&)

These are the outstanding principal balance of loans where the repayment or interest payment is contractually past due 3 months or more and are not classified as loans to borrowers in default (A) or

seriously delinquent loans (B).
. Loans under mitigation (E)

EN

These are the outstanding principal balance of loans for which such arrangements favoring borrowers as reduction of interest, or moratorium on repayment of interest or principal (hereinafter called

modification of repayment terms) are given to support borrowers’restriction, and are not classified as loans to borrowers in default (A) or seriously delinquent loans (B).

When loans, in principle, in the 4 years after the modification of repayment terms (1 year in the case of loans to businesses) are repaid as scheduled, they are excluded from restructured loans because
their credit risk is deemed to be equal to that of normal claims. Outstanding principal balance of loans which corresponds to the above description and were not classified as restructured loans totaled

147.3 billion yen.

Disclosed restructured loans include those whose terms are revised by requirements, such as government economic stimulus package.

o

. Remark

Not all of the disclosed outstanding amount result in losses because JHF’s loans are covered by the first lien upon the property or equivalent collateral.

JHF provides consultations on loan repayment and offers loan modification according to the circumstances for supports people who
have difficulties in repaying their loans due to changes in the living environment and large-scale natural disasters, such as the Great
Hanshin Awaji Earthquake and the Great East Japan Earthquake, so that they can continue to live in their homes, a basic necessity of

human life.

For persons experiencing difficulty with repayment of loans due to their company’s bankruptcy or other reasons, JHF has also prepared
preferential measures according to the Cabinet decision of October 1998 and offer restructuring of loan terms corresponding to the

government measures.

The corporation risk managed loans account for about 61%, but for the aforementioned policy objectives, however, it is unlikely that this
will directly lead to a surge in bad loans because of low credit loss rate compared to other risk-monitored loans.
JHF allows modification to repayment terms so that borrowers can continue to live in their homes for as long as possible, and hence
strives to maintain and improve our financial soundness.



@®Self-assessment and risk-monitored loans in FY 2012

Category of assets under self-assessment
Non-categorized| Category Il Category Il Category IV

Categories of
borrowers under
self-assessment

(Unit: 100 million yen)

Reserves sk
(reserve ratio) ent

Sléb?tarlltti?ﬂlv Portions secured by collateral Provision for portions excluding those
b:rri:)l:lv:rs and guarantees secured by collateral and guarantees
17 o)
Borrowers in Portions secured by collateral Provision for portions excluding those
default and guarantees secured by collateral and guarantees

Borrowers with
high probability of

Portions secured by collateral
and guarantees

Provision for portions excluding
those secured by collateral and
guarantees using estimated loss

default rate for the next three years
[ 3062 1,737 [ 132 )
Borrowers Provisions for estimated loss rate
requiring for the next three years based on a
caution rate determined by historical data
Watch
st |EED 13630
mb‘z;-rs Other T
l}gg&‘ﬁﬁg for the next one year based on a
caution rate determined by historical data
7,846 7,846

Normal borrowers

Provisions for
estimated loss rate for
the next one year based
on a rate determined by
historical data

Specific
reserve for
possible
loan
losses

Loans to
540 borrowers in
(100%) default
1,272
(100%)

Seriously
delinquent loans

loan
losses

658
(49.7%)
Loans past due 3
months or more
1,190
(8.7%)
Restructured loans
General
reserve for IR} (]
possible 3%

3
Slélésfgﬂttgly Portions secured by collateral Provision for portions excluding those
borrowers and guarantees secured by collateral and guarantees
Borrowers in Portions secured by collateral Provision for portions excluding those
default and guarantees secured by collateral and guarantees

Borrowers with
high probability of

Portions secured by collateral
and guarantees

Provision for portions excluding
those secured by collateral and
guarantees using estimated loss

default rate for the next three years
GED
Borrowers Provisions for estimated loss rate
requiring for the next three years based on a
caution rate determined by historical data
Watch
it | D [ 650 )
bor-
Other Provisions for estimated loss rate
rowers
l}ggﬂmﬁ? for the next one year based on a
caution rate determined by historical data
Provisions for
estimated loss rate for
Normal borrowers the next one year based
on a rate determined by
98,526 historical data

Note 1: The figures are rounded off.

Loans to borrowers in

Specific
reserve for
possible
loan
losses

33 default
(100%) o
209
0/
(100%) Seriously
delinquent loans
379

General
reserve for
possible
loan

losses

6
(44.4%)
Loans past due 3
63 months or more
e [ 185 ]

Restructured loans

g 4Hr jo sjieled

Note 2: The reserve ratios for the “borrowers in default and substantially defaulted borrowers” and “borrowers with high probability of default” categories are applied to the amount deducting portions
secured by collateral and guarantees while the reserve ratios for the “watch list borrowers” and “normal borrowers” are applied to entire outstanding loan balance.
Note 3: Major differences between self-assessment and risk-monitored loans
- Self-assessment loans cover GHLC originated loans, purchased loans, interest on GHLC loans receivable, interest on purchased loans receivable, suspense payable, and advance payments while risk-
monitored loans cover GHLC originated loans and purchased loans.
- Borrowers are categorized by the repayment and financial conditions of borrowers in self-assessment and by the repayment of loans excluding loans to borrowers in default and seriously delinquent

loans in risk-monitored loans.

Note 4: Reserves for purchased loans are calculated in light of the recent increase in new purchased loans and changes of portfolio in future, in addition to its original calculation from estimated loss rate,

etc. for a certain period in the past.
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| Policy Cost Analysis

Policy cost analysis is made by related organizations as follows: (1) set certain premises (future interest rates, business scale, etc.) for
businesses using Fiscal Investment and Loan Program to estimate future cash flow; (2) based on this, determine discounted present value
by subtracting the amount to be repaid to the national treasury (repayment to the national government) from the amount of subsides to be
provided by the national government for the implementation of projects under the program (subsides from the national government); and (3)
add the amount of the interest payment-reduction effect of capital and other investments already made (opportunity cost for the government).

The results for FY 2012 were announced by the Ministry of Finance in July 2012 after the Fund Operation Council’s Sub-committee on Fiscal
Investment and Loan Program examined the policy costs of government-affiliated corporations and incorporated administrative agencies that
were subject to Fiscal Investment and Loan Program.

The results of policy cost analysis on JHF showed that a policy cost of 2 ¥64.4 billion as the present value will accrue in the future. In the
analysis, the opportunity cost of government investments, etc. were calculated under the premises of (1) conducting business based on fiscal
investment and loan plan for FY 2012 with no such business being conducted in FY 2013 and thereafter and (2) repaying all investments to
the national government in FY 2043, the end of the analysis period, when all GHLC originated loans will be collected.

1. Business using Fiscal Investment and Loan Program

Loans for disaster-affected people to reconstruct their damaged housing (Reference) The businesses that are not covered by Fiscal
Investment and Loan Program include securitization support, housing loan insurance and housing loan origination (excluding loans for recovery
from disasters).

2. Planned amount for Fiscal Investment and Loan Program

(Unit: 100 million yen)

Planned amount for Fiscal Investment and Loan Program in FY 2012 Estimated balance in FILP account at the end of FY 2011 (The estimated balance in FILP account at the
end of FY 2011 also includes balances other
3,000 178,046 than that of disaster mitigation loans)

3. Results of the business and its social/economic benefits
(D Results of loan origination
Number of houses: 206,879 units
Amount: ¥1.747 trillion
(As of the end of FY 2011, contract base)
@ Long-term, fixed and low-interest loans for disaster-affected people
O Provide long-term, fixed and low-interest loans for affected people soon after a disaster to smoothly restore damaged houses
(® Disasters eligible for loans for recovery from disasters
O Until 2008, Disasters that have caused damage above a certain level as prescribed in the Disaster Relief Act
O Since FY 2009, based on the recent changes in disaster incidences and in society, irrespective of the magnitude of the disaster
damage, loans for disaster mitigation are provided expeditiously after a natural disaster has occurred.

Variation in contracts by fiscal year (for the last 10 years)
(Unit: dwelling unit, million yen)

Fiscal Number of Fiscal Number of
5 Amount " Amount

year dwellings year dwellings
FY2003 329 4,564 FY2008 71 726
FY2004 855 9,365 FY2009 26 292
FY2005 395 3,662 FY2010 7 26
FY2006 411 4,060 FY2011 AN 94 A\ 1,468
FY2007 84 979 FY2012 4,340 62,788

* Negative figures A in the results of loan origination represent situations where the amount of
loans declined or canceled in this fiscal year (including loans that were approved in previous
fiscal years but were canceled in this fiscal year) surpassed amount of loans approved.

(@ Measures for the Great Hanshin Awaji Earthquake (® Measures for the Great Hanshin Awaji Earthquake
(OResults of loans for recovery from disasters concerning the OResullts of loans for recovery from disasters concerning the
Great Hanshin Awaji Earthquake Great East Japan Earthquake
Number of houses: 70,619 units Number of houses: 4,334 units
Amount: ¥1,503.2 billion Amount: ¥62.7 billion
(As of the end of FY 2011, contract base) (As of the end of FY 2011, contract base)

4. Values estimated in policy cost analysis for the business

[Policy cost] [Breakdown of policy cost in terms of the time of investment]
(Unit: 100 million yen) (Unit: 100 million yen)
Category FY 2011 | FY 2012 | Change Category FY 2011 | FY 2012 | Change
1. Subsidies from the national government - 539 + 539 (A) Policy cost (relisting) 4 644 + 640
2. Fund transfer to the national government - A1,113 | A 1,113 (1) Opportunity cost fgr investment provided by 38 43 +5
Subtotal of 1 and 2 — | Asta | nsra the start of analysis _ :
3. Op_Portunity cost for investment from the 4 1031 | 4+ 1207 ® ;‘;ﬁg;ﬂ:\:z;&d policy cost during the A 34 601 + 635
national government
Subtotal of 1 to 3 4 657 | -+ 653 zzs::g‘;zrf‘?m the national - 539 | + 539
4. Reduction in loss — £18 ~18 Fund transfer to the national treasury — A1118 | A 1,118
Total of 1 to 4 = policy cost (A) 4 644 + 640 Policy cost accrued depending on o 1175 | + 1200
Analysis period (year) 27 32 +5 changes in surplus ’ ’
Opportunity cost for investment — — —




[Comparative analysis in temporal change] [Breakdown of policy cost in terms of accrual factor]

(Unit: 100 million yen) (Unit: 100 million yen)
Category FY 2011 | FY 2012 | Change (A) Policy cost in FY 2011 (relisting) 644
(A) Policy cost (relisting) 4 644 + 640 (D Prepayment 2
(A) Policy cost obtained by recalculating (A) at the (@ Credit loss 378
same interest rate applied in the analysis for FY 2009 4 658 + 654
(3 Other (interest margin, etc.) 264
(B) Of (A’), policy cost to accrue after FY 2010 4 658 + 654
The policy cost for 2012 was ¥64.4 billion. Comparing the figure after eliminating the influence from [Sensitivity analysis (when premises are changed)]
premise interest changes in FY 2011 and FY 2012 with the policy cost that will accrue in and after (Unit: 100 million yen)
FY 2012, the actual policy cost is considered to be increased by ¥65.4 billion from FY 2011. Premi s Tl P Poli h
These material cost increases are thought to be due to the following factors. remises changed and their variation range olicy cost (change)
- Cost increase from higher expenditure for clerical operations due to new loans made in FY 2012 (+¥39 (No change in discount rate) | (Change in discount rate)
billion) Loan carry rate/borrowing cost +1%
- Cost increase from a growing number of write-offs (+¥12.3 billion) 709 (+ 65) 721 (+77)
- Others (const increase due to new loans made in FY 2011) (+¥12.5 billion) ‘ Of the changes, a change in opportunity cost ‘ +56 + 149
Amount of write-offs + 10% 681 (4 37)
‘ Change in opportunity cost ‘ + 37

(Reference) FY 2012 budget for subsidies/investment
Subsidies: ¥53.9 billion
Investment: ---

5. Outline of estimation in analysis and future business prospectt

(D Estimation was made for loans for recovery from disasters based on the business plan for FY 2012.
@ The analysis period was set as 32 years during which all loans for recovery from disasters under the business plan for FY 2012 will be
redeemed.
(® Prepayment was estimated using a computation model to calculate the prepayment ratio by age of loans and the difference in interest
rate between JHF loans and private housing loans that will be used to refinance JHF loans.
(Unit: %, 100 million yen)

(Results) (Estimate) | (Plan) (Premises for estimation)
FY 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Prepayment ratio 3.80 1.32 1.88 1.50 2.66 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63
Write-off of nonperforming loans - - - 0.1 — 0.1 0.7 434.0 (Sum of in and after 2013)
FY 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Prepayment ratio 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63

FY 2032 | 2033 | 2034 | 2035 | 2036 | 2037 | 2038 | 2039 | 2040 | 2041 2042 | 2043
Prepayment ratio 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.63

6. Rationale for receiving subsidies, the system and regulations regarding
redemption to the national treasury

(Rationale)

- JHF is required to ensure the supply of long-term, fixed and low-interest loans for disaster-affected people soon after the disaster to
support the speedy restoration of damaged housing.
Accordingly, the agency receives subsidies from the government's general account to use their accured interest income, thereby
facilitating loans for recovery from disasters.

(Regulations regarding subsidies and its redemption)

- The Japan Housing Finance Agency Law stipulates government investments as follows (Article 6):

- The Japan Housing Finance Agency Law stipulates government investments as follows (Article 6):

Article 6 (@ The national government may make an additional investment to JHF within the limits of the budget if necesssary. In
this case, if the whole or any part of the said investment should be allocated to the interest-rate fluctuation reserve
prescribed in Paragraph 1, Article 25, the government shall indicate the amount.

Article 6 (@ When the agency receives investment from the government as prescribed in the preceding paragraph, it shall
increase its capital by the same amount of the investment.

- The Japan Housing Finance Agency Law stipulates the redemption to the national treasury as follows (Article 18):

Article 18 @ If there is a residual after deducting an approved amount prescribed in Paragraph 1 and Paragraph 2 from an amount

equivalent to the reserve prescribed in Paragraph 1, the residual shall be redeemed to the national treasury.

7. Special notes

() This analysis was made for loans for recovery from disasters (those accepted in and after 2005) that are subject to Fiscal
Investment and Loan Program.
@ In accordance with the Japan Housing Finance Agency Law (Law No. 82 of 2005), the Government Housing Loan Corporation was
dissolved, and Japan Housing Finance Agency was established on April 1, 2007.
® With respect to the Fundamental Review of Incorporated Administrative Agencies (Cabinet Decision of December 25, 2009) a
temporary freeze has been imposed on the affairs (excluding instances already implemented) stipulated in the Incorporated
Administrative Agencies Rationalization Plan (Cabinet Decision of December 24, 2007), with further deliberations to be held as part
of the Fundamental Review of Incorporated Administrative Agencies.
(@ The Basic Policies for Reviewing the Clerical and Business Operations of Incorporated Administrative Agencies (approved by the
cabinet on December 7, 2010) have indicated reviews of some business operations.
(® Basic points of JHF’s organizational direction are to be compiled by the end of FY 2011 and reached a conclusion by summer in FY
2012 the Basic Policies for Reviewing the Business and Organizational Structure of Incorporated Administrative Agencies (approved
by the cabinet on January 20, 2012)
(® The changes in policy cost are as follows (the figures until FY 2006 indicate the policy cost of the GHLC):
(Unit: 100 million yen)

FY 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Policy cost AN\ 5,434 A 810 A 69 17 10 NT A1 1 4 644

(Note 1) The figures in FY 2001 to 2004 indicate the policy cost in the housing loan origination business excluding loans for property accumulation saving scheme-tied houses.
(Note 2) The figure in 2005 indicates the policy cost in loans for recovery from disasters (those accepted in and after 2005) and the securitization support business.
(Note 3) The figures in and after 2006 indicate the policy cost in loans for recovery from disasters (those accepted in and after 2005).
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| Basic Policy on Internal Governance

To realize its management concept, the Japan Housing Finance Agency
(“JHF”) establishes the following internal governance systems to secure
proper implementation of our business.

. Systems to ensure all executives and employees implement their

business in compliance with laws, rules and regulations.

(1) Establishment of a compliance charter
The President shall establish a compliance charter based on observance
of laws, rules, and regulations in order to set codes of conduct to realize
JHF’s management philosophy and to enforce business conducts with its
basic mission and social responsibility in mind.

(2) Compliance enforcement system

i. The President shall establish and head a Compliance Committee to

discuss and decide important compliance matters.

. The President shall develop rules for compliance and establish a
department to oversee compliance as well as appoint an executive
officer responsible for developing an agency-wide compliance
enforcement system.

iii. The President shall create a Compliance Program each fiscal year,
make it acknowledged by all employees, and promote systematic
measures to establish compliance. The President shall regularly
implement an intermediate inspection on how the program is
conducted and make revisions if necessary, and also check
employees’ awareness of compliance to reflect the results to the
Compliance Program.

The President shall also create a compliance manual that sets out
specific guidelines for realizing compliance and distribute it to all
employees as well as conduct compliance training.

iv. The President shall assign a compliance activities enforcement officer
in each department to promote compliance activities.

v. Executives and employees shall take an uncompromising stance
against all forces that threaten social order and safety.

(3) System for dealing with compliance violations

i. The President shall establish a system that enable prompt reporting
to the department in charge of compliance when an executive or
employee identifies cases that are or may be compliance violations.

ii. Aiming at the prevention, early detection and correction of compliance
violations, the President shall set up a compliance helpline that allows
employees to directly consult with or report to the department in
charge of compliance or outside consultation services.

iii. When the department in charge of compliance is consulted upon or
informed about a case violating compliance, it shall investigate the
consultation and the information, discuss the case with the relevant
department and take countermeasures.

(4) Sanction for violations

If an executive or employee has violated laws or regulations, disciplinary

action shall be taken against that person in accordance with the

regulations concerning disciplinary action.

(5) Internal audit

i. The President shall establish Internal Auditing Department that is
independent of other departments which reports directly to the
President.

ii. The Internal Audit Department shall carry out internal audits based on
internal audit regulations and report the results to the President.

. Systems to manage matters related to customer protection and the

storage and management of information on executing duties by
executives and employees.
(1) Ensure a system for managing customer protection-related matters

i. The President shall establish regulations for explanations to customers
and ensure a system for providing customers with proper and
adequate explanations and information on JHF products and services.

ii. The President shall establish regulations for customer support
management and ensure a system for proper and adequate responses
to consultations, requests and complaints.

iii. The President shall establish regulations for customer information
management and ensure a system for proper management of customer
information such as preventing leaks of customer information.

(2) Privacy policy

The President shall establish a privacy policy for proper handling of

customer information as well as establish information security regulations

so that information including customer information are used and
managed properly.
(3) Establishment of document management regulations

i. The President shall establish regulations for document management
for the storage and management of information by executives and
employees in the course of executing their duties.

ii. Auditor inspections
Auditor shall have access to all documents as necessary.

3. Regulations and other systems for risk management of losses
(1) Establishment of risk management regulations

The President shall establish risk management regulations to manage

risks properly.

(2) Development of risk management systems

i. The President shall comprehensively manage risks by identifying the
risks inherent to JHF business activities and their specific types and
natures.

ii. The President shall manage risks categorized as “credit risks”,
“guarantee risks”, “insurance risks”, “market risks”, “counterparty
risks”, “liquidity risks” and “operational risks” and, as necessary,
identify important new categories of risk that should be managed
according to their importance.

ii.The President shall establish the necessary risk management
committees to properly deal with each category of risk.

iv. The President shall assign a department in charge of integrated risk
management and assign an executive to supervise that work and acts
to maintain an organizational and cross-sectional risk management
system and identify problems.

v. Board of Directors shall evaluate integrated risk management and the
inherent risks in new businesses and products.
(3) Preparation of emergency measures

The President shall take the proper precautionary measures for
emergencies such as major impediments and defects, major information
leaks, serious losses of trust and disasters. Additionally, the President
shall undertake appropriate emergency measures when a disaster or
other crisis occurs in order to resume business activities as early as
possible.

4. Systems to ensure that executives and employees carry out their work

duties effectively
(1) Mandate administrative authority and decision making rules
The President shall establish regulations for organization and document
approvals to clarify administrative authority and decision-making rules.
(2) Establishment of Board of Directors

The President shall set up Board of Directors with which to discuss

important management matters and contribute to the President’s

decision making.
(3) Setting of performance targets and budgets for each area of business
based on the Annual Plan

i The President shall set specific targets, concrete actions, and budgets
for each area of business in order to achieve the Annual Plan.

i In principle, the President shall assign priorities for new product
development, system investments and new businesses based on
contribution to the achievement of Annual Plan.

iii The President shall undertake efficient allocation of human resources
to each department.

iv The executive officers responsible for each department shall determine
concrete measures and effective systems for conducting business for
their responsible departments within their responsibilities.

(4) Quarterly management review of the Annual Plan

i The executive officer in charge of the Corporate Strategy Department
shall carry out a quarterly internal review of the Annual Plan and report
the results to the Board of Directors.

ii The President shall reexamine or set the concrete measures to be
taken in individual departments or improve the work systems in the
departments based on the results in i) above.

(5) Appointment of a Chief Information Officer

The President shall appoint a Chief Information Officer responsible for

general operations in order to optimize JHF business processes and

system structures.

5. Internal audit system to ensure appropriate business operations

(1) Establishment of a department in charge of internal audit
The President shall establish a direct internal audit department that is
independent of other departments.

(2) Implementation of internal audit
The internal audit department shall implement such audit based on
related rules and regulations, and report the results to the President.

6. System for the employees assigned to assist Auditor Generals and their

independence from the President
(1) Assistant Auditor Generals
Assistant Auditor Generals will be assigned to support auditory work
exclusively.
(2) Independence of employees assisting Auditor Generals
i Auditor Generals shall be consulted in advance regarding personnel
transfers of their assistants.
ii Auditor Generals shall be consulted in advance regarding the
consideration of disciplinary action against their assistants.

7. Systems for executives and employees to report to Auditor Generals
(1) Establish guidelines for auditing inspections
i. In order to ensure a smooth audit, executives and employees shall
promptly cooperate with Auditor Generals or their assistant when
asked to provide the necessary explanations or materials based on
auditing inspection guidelines.
ii. Auditor Generals shall be able to attend Board Meetings or other
important committees to make a suggestion.
iii. Executives and employees shall circulate to Auditor Generals any
important documents or materials stipulated in the auditing guidelines.
(2) Reports to Auditor Generals or is the subject of whistle blowing from
either internal or external sources.
Auditor Generals shall be immediately informed when an employee has
violated the law or caused an incident that significantly affects business
operations

8. Other systems to ensure effective audits
(1) Opinion exchanges between the President and Auditor Generals

Auditor Generals can exchange opinions with the President at any time.
(2) Coordination with other auditing organizations

i. Auditor Generals will coordinate closely with the internal audit
department in order to make use of those department’s internal
audits as well as request explanations and reports from the internal
department.
Auditor Generals will coordinate closely with accounting auditors
and actively exchange information as well as request explanations
and reports on auditing plans, systems, methods and results from
accounting auditors.

9. Establishment of a PDCA cycle in internal control

(1) The director in charge of the management and planning department shall
check on internal control every quarter and report the results.

(2) Based on the results in (1), the President shall improve the structure on
internal control and review the fundamental policy on internal control if
necessary.



Response Measures Related to the Basic Policies for Reviewing the Clerical
and Business Operations of Incorporated Administrative Agencies

Basic Policies for Reviewing the Clerical and Business Operations of Incorporated

_— . . -
Administrative Agencies o
Japan Housing Finance Agency engages in response measures in accordance with the Basic Policies for Reviewing the e
Clerical and Business Operations of Incorporated Administrative Agencies (approved by the cabinet on December 7, -
2010). o

[ =
. . . . P
Review of clerical processes and business operations |
Cle'?cal proc 'e 0 Steps to be taken " VI Ef q Specific content Response measures
business operations implementation
Out of ¥48.0 billion provided between FY 2007 and FY 2009 by
Repayment to the the vgovgmmem in capital fqr ALM risk managemgnt purposes,
. taking into account business volume over time and the - . )
national treasury of Implementation in o . ) - An amount of ¥11.3 billion was repaid to the national treasury on
. X overcollateralization ratio of MBS (the ratio of overcollateralization
capital provided for FY 2011 X A March 16, 2012.
itizati N relative to the MBS issuance amount to ensure the stable
Securitization ALM risk management
support provision of the“Flat 35”loans), the necessary minimum amount
business will be retained and the rest will be repaid to the national treasury.
Repayment of reserve With regard to ¥45.0 billion in reserve funds for interest rate
funds for interest rate | Implementation in | change, based on the“Flat 35” business volume over time, the | An amount of ¥10.6 billion was repaid to the national treasury on
change to the national | FY 2011 minimum necessary amount will be retained and the remainder | March 16, 2012.
treasury will be repaid to the national treasury.
As part of the Policy Package to address Economic Crisis in
April 2009, insurance premium rates have been lowered until FY
2011 (as part of the Emergenoy Economic Count.ermeasures With regard to the housing loan insurance business, limited
of December 2009, rates were lowered further until December . o . . e
2010) operations necessary to be maintained in step with securitization
. . - business (insurance coverage for package loans and bridge loans
Implementation After the end of the economic countermeasures, the existing . . -
. — . . : . connecting to Flat 35 loans) have been implemented since FY
To be discontinued beginning in FY operations will be discontinued and government funds no N . ¥ )
. X . . 2012, and will be continued until they can be substituted by the
2012 longer needed will be paid to the national treasury. Exceptions |~ h
- X private sector. Regarding government funds no longer needed,
to the above are, however, limited operations necessary to L . .
L . X o . . an amount of ¥23,4 billion was repaid to the national treasury on
be maintained in step with securitization business (insurance
N N w November 21, 2012.
. coverage for package loans and bridge loans connecting to “Flat
Housing loan 35”l0ans), and such operations will be implemented until they can
insurance business be substituted by the private sector.
In line with the enactment of the Act for Partial Revision of the
With regard to residences for the aged (Residence with Support Act on Securement of Stable Supply of Elderly persons’ Housing
. . L . . ’ (Act No. 32 of 2011), the housing loan insurance business has
Services for Seniors (provisional name) cooperating with medical . .
. ) . . . . . been implemented to cover upfront admission fees for serviced
Creation of new Implementation care and nursing care), schemes will be reviewed, including the . N X § N o R
. N . . L . housing for the elderlies when private financial institutions” provide
schemes for residences | beginning in FY cooperation with other ministries and government agencies. .
I . . such funding under reverse mortgage program. From 2012, the
for the aged 2011 If relevant new legislations are implemented, strictly based on ! X ; . .
. . " current housing loan insurance business was discontinued, and
a scrap-and-build approach, related loan insurance will be X L .
. operations, etc., limited in those necessary to be maintained in
implemented. . A . . .
step with securitization business have been implemented until
they can be substituted by the private sector.
. . ) E,XIS“ng mor.tgage loan operations vfor rental housing will .be With regard to loan origination related to the supply of highly '
Discontinuation . discontinued in FY 2011. However, with regard to loan operation K B . X |
Implementation A . R energy-saving rental housing, acquisition of which has been i
of mortgage loan o related to the supply of of highly energy efficient housing, . e R ! U
. beginning in FY - A . A particularly promoted at the securitization business as well, :
operations for rental acquisition of which is particularly promoted at securitization ) ) . . o)
. 2011 X . X R X operations have been implemented since FY 2011, and will be -
housing business, operations will be implemented until they can be . ¥ . . Q)
. . continued until they can be substituted by the private sector. [
substituted by the private sector. ! a
In line with the enactment of the Act for Partial Revision of the
Act on Securement of Stable Supply of Elderly Persons’ Housing 9,,,
With regard to residences for the aged (Residence with support | (Act No. 32 of 2011) on October 20, 2011, loan origination has Lo
) services for seniors (provisional name) cooperating with medical | been implemented for serviced rental housing for the elderlies : T
Creation of new Implementation . . ) . . . :
. o care and nursing care), schemes will be reviewed, including the | since November 7, 2011. From FY 2011, the current mortgage Lo
schemes for residences | beginning in FY . . PN N . . . . :
cooperation with ministries and other government agencies. If | loan operations for rental housing was discontinued, and loan 1
. for the aged 2011 o X X ! . - N v ]
Loan origination relevant new legislations are implemented, strictly based on a | operation related to the supply of highly energy efficient housing, ! c
business scrap-and-build approach, related loan will be implemented. acquisition of which is particularly promoted at securitization 7))
business, operations will be implemented until they can be 5
substituted by the private sector. M
i i )
After' .the enq of the measure fgr the relaxation of Iend\!ﬁg With regard to town development loan origination, operations ]
conditions until the end of FY 2011 implemented under the Policy R X " '
. L . - have been implemented since FY 2012 exclusively for !
Package to Address Economic Crisis of April 2009, existing X . L
; . ) . condominium rebuilding projects (which involve complexity of
) operations will be discontinued, and unnecessary government . .
. . . Implementation . . . . N property rights adjustment among owners and whose procedure
Discontinuation of town S capital will be paid to the national treasury. However, with regard !
beginning in FY - . ) o would likely to last for a long term) conducted by small and
development loan to condominium rebuilding operations where the reorganization . X N
2012 X . medium-sized enterprise, and will be continued until they can be
of property rights causes problems and operations last for a long N X .
; . . . substituted by the private sector. Regarding government funds
term, operations only implemented by small and medium-sized - -
. . . . . no longer needed, an amount of ¥0,7 billion was repaid to the L
enterprise will be continued until they can be substituted by the X
. national treasury on November 21, 2012. =
private sector. [
Management of _ _ _ _ g
outstanding loans S
Operation of =
group credit life - - - - (w)
insurance [
- . Implementation Operatlons will be dlscontmue.d, and the f|§|d will be left to t.he Operations were terminated at the end of March, 201 1except o
Housing information . . N private sector (relevant operations do not include the provision T . . . i
L . To be discontinued beginning in FY X . X . for the housing information website service, which was also
providing business of information related to the implementation of the respective )
2011 . o . terminated on July 26, 2011.
operations of securitization business, etc.).
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Review of assets and operations, etc.

Steps to be taken

Time of
implementation

Specific content

Response measures

Return of
unnecessary
assets to
the national
treasury

Capital for ALM risk
management

Implementation in
FY 2011

Out of ¥48.0 billion provided between FY 2007 and FY 2009 by
the government in capital for ALM risk management purposes,
taking into account business volume over time and the
overcollateralization ratio of MBS (the ratio of overcollateralization
relative to the MBS issuance amount to ensure the stable
provision of the“Flat 35”"loans) the necessary minimum amount
will be retained and the rest will be repaid to the national treasury.

An amount of ¥11.3 billion was repaid to the national treasury on March
16, 2012.

Reserve funds for
interest rate change

Implementation in
FY 2011

With regard to ¥45.0 billion in reserve funds for interest rate
change, based on the“Flat 35" business volume over time, the
minimum necessary amount will be retained and the remainder
will be repaid to the national treasury.

An amount of ¥10.6 billion was repaid to the national treasury on March
16, 2012.

¥200.0 billion in
government capital
funds related to
Securitization
business

Implementation
during FY 2010

With respect to the review of the implementation of the first
Supplementary Budget for FY 2009, as a result of a review of the
business volume expected until FY 2011, an amount of ¥200.0
billion has been identified and finalized to be repaid to the national
treasury. This must be implemented with certainty.

Repaid to the national treasury on March 14, 2011.

¥30.0 billion in capital
funds from the
government related
to town development
loan operations

Implementation
during FY 2010

With respect to the review of the implementation of the first
Supplementary Budget for FY 2009, as a result of a review of the
business volume expected until FY 2011, an amount of ¥30.0
billion has been identified and finalized to be repaid to the national
treasury. This must be implemented with certainty

Repaid to the national treasury on March 14, 2011.

Review of
offices, etc.

A review plan will be
prepared at an early
time

Implementation
beginning in FY
2010

Qver the course of FY 2010, an examination will be conducted
on the appropriateness of the holding and/or renting of all assets
including the headquarters, branch offices, lodging facilities, and
rented offices. Based on this examination, a review plan will be
formulated at on early time and deliberations will be implemented
on consolidating offices and lodging facilities, etc.

With regard to the current branch office system divided their responsible
regions in 11 blocks, their reallocation, etc., including deliberations, towards
an efficient and effective system has been reviewed in the second mid-term
plan based on their volume of business. A review plan was formulated.

As for employee dormitories, a review plan was formulated in December
2012 in line with the Review Plan for Employee Dormitories of Incorporated
Administrative Agencies (approved by the Administrative Reform Executive
Headquarters on April 3, 2012). The plan indicates that 15 dormitories (91
houses) and 13 rented dormitories are to be disposed by the end of FY
2016, in addition to 3 dormitories decided their disposal in the second mid-
term plan.

Review of
employee
dormitories

Disposal of employee
dormitories and the
Kouko General Sport
Ground.

Implementation
beginning in FY
2010

Employee dormitories facilities and Kouko General Sport Ground
will be sold.

With regard to employee dormitories, a review plan was formulated in
December 2012 in line with the Review Plan for Employee Dormitories
of Incorporated Administrative Agencies (approved by the Administrative
Reform Executive Headquarters on April 3, 2012). The plan indicates that
15 dormitories (91 houses) and 13 rented dormitories are abolished by the
end of FY 2016, in addition to 3 dormitories decided their disposal in the
second mid-term plan.

With reference to disposal of neighboring state-owned lands Kouko
General Sports Ground was sold through the public invitation in order
to choose the counterparty using the asset for the use of public, official
or utility services (the public invitation was announced through the JHF
website from December 21, 2012 to March 21, 2013). As a result, an
incorporated education institution was chosen and the sales process was
advanced.

Review of
personnel
expenditures

Lowering of the
Laspeyres index

Implementation
beginning in FY
2010

Steps will be taken with certainty to reduce the Laspeyres index
through such as reviews of employees’base salaries and the
allowances for officials above director level, among other steps,
with further checks on overall personnel expenses.

For FY 2012, employee’s monthly based salary has been lowered (average
revision rate: 20.23%) and measures for lowered salary payment has been
taken from August 2012 (the measures for executives has been taken from
April 2012), in line with the Act on Revision of Remuneration for National
Civil Servant and Temporary Special Provisions (Law No. 2, 2012). In
addition, personnel and salary systems were reformed including review of
the salary structure (terminate periodic pay raises of relevant employees in
line with the lowering of the maximum rank in the salary table to the 81st
rank) and the following efforts were made to normalize wage levels.

(1) Implementation of revision of salary and adjustment of measures for
lowered salary payment applied to bonus payment in December 2012
(accordingly, the end of implementation of the measures was moved up
from July 2014 to March of the same year)

(2) Introduction of a retirement system for management positions (staff
members who will turn 55 years or older at the end of FY 2012 become
non-management employee and their salary level is lowered to around
70%)

From FY 2013, with the consideration of total personnel expenses
reduction of the government, personnel expense is reviewed continuously
through reform of personnel and salary systems (*) including continuous
efforts such as retirement system for management positions, etc. and
revision of the salary structure as well as further efforts are made to
normalize salary level. Though such efforts, the pay-scale is to be declined
to the level equivalent to that of the national government employees after
adjusting age and regional differences and educational level by FY 2016.

* The abolishment of the current job category (operational work) and the
creation of a new job category (business career work) (approximately 10%
reduction in the salary level compared to the current level)




IOutIine of the Review of Procurement

With regard to procurement of good and services, Japan Housing Finance Agency has terminated direct appointment and moved
to a system such as general competitive bidding except those that truly must be negotiated directly, in accordance with the Review
Plan for Negotiated Contracts (set in December 2007) and the Incorporated Administrative Agency Rationalization Plan, which was

approved by the Cabinet on December 24, 2007.

In addition, based on the Inspection and Review of Contracts by Incorporated Administrative Agencies (approved by the Cabinet
on November 17, 2009), JHF newly formulated the Review Plan for Negotiated Contracts (June 2010) considering the results of the
inspection and review of contracts by the Contract Surveillance Committee, which includes outside experts. Regarding the general
competitive bidding, JHF ensures competitiveness and promotes fairness and transparency.

1. Review Plan for Direct Appointment 2. Implementation program to achieve the Review Plan for Direct Appointments
(1) Review of non-competitive direct appointment (1) Periodic inspections of contracts by the Contract
Regarding non-competitive direct appointments, JHF Surveillance Committee, etc.
has moved to a system such as to one based on general Implementation of periodic inspections by the Contract
competitive bidding for all contractors except those that truly Surveillance
must be a direct appointment based on the Review Plan for Committee, concerning non-competitive direct appointments
Direct Appointments (set in 2007). and contracts that ended up with single-bidder bidding
The following are the results of the inspection and review of (2) Review of non-competitive direct appointments, etc.
noncompetitive direct appointments made in 2008: Avoidance of non-competitive direct appointments except
those that truly must be a direct appointment
Results of FY 2009 After review (3) Review of single-bidder bidding
Numberof | Amount | Numberof | Amount Securement of competitiveness through the efforts outlined
contracts | (1,000yen) | contracts | (1,000 yen) below to create an accessible environment in general
competitive bidding
i 0, 0, 0, 0,
g;’r"'t';‘ztt':"e (?SO/Z; P 0;344/;; (?Go/g; 9 6é254§; ( Streamlining of bidding procedures Implementation of electronic
’ s ’ T bidding to reduce bidding-related clerical burdens
Competitive (24%) (21%) (28%) (38%) @ Review of specification
bidding 304 11,177,351 356 19,875,910 a. Setup of truly necessary bidding requirements according
Planned competition to the business content o
open recruitment, (59%) (72%) (58%) (57%) b. Enabling bid participants to see specification necessary
etc. 74t 37,877,063 732 29,779,572 for the maintenance, etc. of existing systems
e e o
direct appointments 213 3,253,661 170 2,652,503 - EXP g qualr 1grades to all g
contracts that ended up single-bidder bidding in the past
Total (100%) (100%) (100%) (100%) b. Expansion of eligibility to include bidders qualified by
1,258 | 52,308,075 1,258 | 52,308,075 government ministers and agencies, in addition to those
(Note 1) Post review direct appointments are those that are truly necessary. qualified by JHF . . X X
(Note 2) The total may differ due to rounding. @ Securement of a sufficient notification period, etc.
(N_ote_S) Th_e fi_gur_es ?n the above table do not include contracts ﬂjat are continuously rpa_de Securement of sufficient notification/preparation periods
with financial institutions, such as those for the purchase of housing loans, group credit life f
insurance and interest-rate swaps, as well as consignment contracts for loans for property accordlng t(_) the term of the contract
accumulation saving scheme-tied houses. (® Use of multiple-year contracts
. . . L Making use of multiple-year contracts for integrated
(2) Review of single-bidder bidding operation when it is more efficient to make multiple
Of competitive contracts made in FY 2008, those for which contracts with a single business, such as the lease contract
only one bidder participated in the bidding were inspected and and maintenance contract of copiers, and when the first
reviewed. bidding winner has an advantage in the subsequent bids
Based on the results, the conditions and procedures of ® Interview survey from non-participating bidder
the contracts were amended as outlined below to ensure Holding of interviews with businesses that did not participated
competitiveness. in bidding despite their receipt of bidding documents, etc. to
understand the reasons for their nonattendance. The results
(Results of FY 2008) are reflected in the improvement of procedures for similar
Number of Amount bidding as needed.
Results
contracts (1,000 yen) i . i
Competitive contracts 1,045 49,054,414 (4) _Appropriate planned price setting )
: — 0%) @a%) _Settlng qf appropriate plgnned prices by collecting a broad range of
Of which, those with single-bidder bidding 102 16,782,729 information on market prices, etc.
(Note) The figures (%) in the upper line indicate the percentage of the total competitive contracts. (Reference) The outlines of the contracts indicated in Note 3 of the table in section 1 (1)
are shown as below.
(Review of contracts with single-bidder bidding) Item Description Cc;g::ct (;?T:I;La:tt
_— Number of Amount
Reviewing method contracts (1,000 yen) Housing loans Contract of purchasing long-term, fixed Compstitive
> purch housing loans originated by private financial b'drij‘ ¥724.7 billion
No changes were made for the (46%) (48%) contract institutions for securitization ading
contract method, o 1) -
. 47 8,130,719 insurance contract Insurance contract Competitive
but conditions, etc. were amended concluded with insurance companies for | - P
. e H idding and non- -
Changes in specification 5 18,899 the system to repay an outstanding GHLC- compefitve direct ¥120.3 billion
- - — Group credit life | originated loan or Flat 35 loan with insurance aopointment (of which, mutual
Changes in requirements for participation 20 735,690 money when the borrower dies or has severe (rsstua\ relief relief: 4.4 ¥billion)
Amendment of the notification period 33 8,049,247 et conract i Zenore | conrar
Other 36 7,908,545 Transaction to hedge interest-rate risk from The concept of
the time of purchasing a housing loan to the ' “contract money”
i (12%) (49%) Interest-rate . B h Competitive °
Review of the contract method time of deciding conditions . does not exist as
12 8,290,988 swap contract for securities with the housing loan as bidding no fees accrue in
oth ) (40%) (2%) collateral (pipeline risk) swap transactions.
er reviews 41 310,105 For the consignment of operations for housing
2%) (0%) Consignment funding contracts to financial institutions,
Contracts that did not need to be reviewed 2 50916 contract for operations include everything from the
2 loans for acceptance of loan applications to loan | Noncompetitive
(Note 1) The number and amount of contracts may not be the same as the totals of those in property collection, and are related to housing funding direct ¥3565 million
the breakdown, as there is a possibility that some of them were reviewed in multiple items. acc}lmlﬂatlon contracts for workers or insured people | appointments
(Note 2) The total may differ due to rounding. saving scheme- | provided by the Employment and Human
(Note 3) The figures (%) in the upper line indicate the percentage of contracts with tied houses Resources Development Organizations and
singlebidder bidding in FY 2008. the Welfare and Medical Service Agency.
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IExecutive Compensation and Salaries of Employees

I Executive Compensation

1. Fundamental policy on executive compensation

(D Linking operation results and FY 2012 executive compensation

Taking into consideration the evaluation of operation results made by
the Performance Assessment Committee, the President can increase
or decrease the end-of-term allowance for an executive by up to 10%

based on the executive's work performance.

(2 Revision of standards for executive compensation

President

Senior Executive Vice President
Executive Vice President
Senior Executive Director

~
The salary payment was lowered at a rate
(9.77% of the monthly base salary) from
April 2012 in accordance with the salary
reduction of national civil servants (until

Auditor General March 2014).
-
2. Compensation for Directors
Total amount of annual remunerations, etc., for FY 2012 Inauguration and retirement Ererns
Position A
Remuneration(salary) Bonus Other (details) Inauguration Retirement position
Thousand yen Thousand yen Thousand yen Thousand yen
President 19,667 12,214 5,002 2,198  (Regional adjustment) B3
253 (Commuting allowance)
Senior Executive Thousand yen Thousand yen Thousand yen Thousand yen o
Vice President 16,678 10,492 4,297 1,889  (Regional adjustment)
Executive Vice Thousand yen Thousand yen Thousand yen Thousand yen
President 16,111 10,016 4,102 1,803  (Regional adjustment) &
191 (Commuting allowance)
. . Thousand yen Thousand yen Thousand yen Thousand yen
Senior Executive 14,508 9,074 3,716 1,633 (Regional adjustment) March 31 O
85  (Commuting allowance)
. . Thousand yen Thousand yen Thousand yen Thousand yen
Senior Executive 13,322 9,074 2,482 1,633 (Regiondl acjustment) April 1
133 (Commuting allowance)
Senior Executive Thousand yen Thousand yen Thousand yen Thousand yen ) ,
Director C 14,595 9,074 3,716 1,633  (Regional adjustment) March 31 O
172 (Commuting allowance)
Senior Executive Thousand yen Thousand yen Thousand yen Thousand yen
Director D 14,500 9,074 3,716 1,633 (Regional adjustment) March 31 x
77 (Commuting allowance)
. . Thousand yen Thousand yen Thousand yen Thousand yen
Senior Executive 14,143 9,074 3,324 1633 (Regonal acjustrment) April 1 %
112 (Commuting allowance)
. Thousand yen Thousand yen Thousand yen Thousand yen
Auditor General 13,175 8,207 3,361 1,477 (Regional acjustment) March 31
129  (Commuting allowance)
" Thousand yen Thousand yen Thousand yen Thousand yen
Auditor General 13,209 8,207 3,361 1,477 (Regional acjstment) March 31 #
163  (Commuting allowance)
- Thousand yen Thousand yen Thousand yen Thousand yen
AudltorcGeneraI 13,172 8,207 3,361 1,477  (Regional adjustment) P
126  (Commuting allowance)

(Notes) 1. The special regional allowance is paid to executives working in areas with high private-sector wages.
2. The following symbols are used in the above table to designate the previous position. Blank column when not applicable.

#* — Retired civil servant

<{> — Seconded executive (presently an executive at an organization such as an incorporated administrative agency after having retired in order to become an executive at an organization such
as an incorporated administrative agency as stipulated under Paragraph 1, Article 8 of the National Civil Servant Retirement Allowance Law (Law No. 182 of 1953)).
% — Retired employee of an organization such as an incorporated administrative agency (retired from an agency covered by the law Concerning Access to Information Held by Incorporated

Administrative Agencies (Law No. 140 of 2001)).

* 3% — In the case a retired civil servant became an executive after having worked as an employee or executive of an organization such as an incorporated administrative agency

3. Retirement allowances paid to executives (directors who resigned during FY 2012 and were paid a retirement allowance)

Category | Totalpayment | Length of service at agency | Date resigned | Performance rate Notes :’::I':o":
President Thousand yen Year Month N/A
Executive Vice Thousand yen Year Month N/A
President
Senior Executive |  Thousand yen Year Month A
Vice President
. . Thousand yen Year Month The Performance Assessment Committee for incorporated administrative
Senior Executive 5657 5 0 March 31,2012 0.9 agencies, which assesses performance in FY 2011, decided the performance
Director A ! ’ 7 | rate (0.9). (The amount described in the left column is the amount of total
payment decided)
Senior E ti Thousand yen Year Month The Performance Assessment Committee for incorporated administﬁrative
enior Executive agencies, which assesses performance in FY 2011, decided the performance
Director B 4,525 4 0 March 31,2012 0.9 rate (0.9). (The amount described in the left column is the amount of total *
payment decided)
Auditor General Thousand yen Year Month NA
C

Note 1: The “Notes” section provides the reasons for the decisions regarding the amount of retirement allowances, including the performance rating by the Performance Assessment Committee.

Note 2: The following symbols are used in the above table to designate the previous position. Retired civil servant * * ", Seconded executive * > ", Retired employee of an organization such as an
incorporated administrative agency “ ¥ ", Retired civil servant who retired later from an organization such as an incorporated administrative agency * * 3 ", Blank column when not applicable.
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[I Salaries of Employees

1. Fundamental policy on salaries of employees

(® Fundamental policy regarding labor costs management

(" As stipulated in Paragraph 1, Article 30 of the Law on General Rules on Independent Administrative Institutions
(Law No. 103 of 1999 and referred to below as the General Rules Law), JHF creates a plant to achieve the
relevant medium-term goals set by the minister of Infrastructure, Land, Transport and Tourism for the period
extending from April 1, 2007, through March 31, 2012, and this plan receives the approval of the Minister of
Infrastructure, Land, Transport and Tourism.

The basic policy on labor costs is set in the medium term plan as “labor costs excluding retirement benefits and
|__social insurance shall be reviewed rigidly based on the government’s reduce in its total personnel expenses.”

(@ Basic policy on determining the salary of employees
a. ltems taken into consideration when setting salary levels and the rationale for taking those items into consideration

/—Paragraph 3, Article 63 of the General Rules Law stipulates that employee salary standards must take into |
consideration the performance of the agency and conform with general social trends, and there was a request
from the government (approved by the Cabinet on January 24, 2013) for salary revision that appropriate salary
L levels be reviewed rigidly and set by taking into due consideration the salary level of national civil servants. B
b. Ratlonale behind the method for reflecting employee skills and work performance in salaries

Paragraph 1, Article 63 of the General Rules Law stipulates that the salary of an employee must take into |
consideration the employee’s work performance; therefore based on JHF's personnel evaluation system,
the work performance evaluations are reflected in bonuses and periodic pay raises. As for the overall
performance of JHF, an intra-department evaluation system that evaluates each department’s contribution to
\the agency’s performance has been introduced, and the results of these evaluations are reflected in bonuses. B

(Details of salaries that reflect efficiency and work performance)
Salary items Details of the system

- Periodic pay raises and promotions (pay raise accompanying a promotion) are
determined based on skill evaluations for a set period of time.

- The pay rate for the diligence allowance is determined based on the work performance

(@)

]

=

©

(]

Base salary o
=

(]

evaluations for a six month period. 3 g’
<
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Diligence allowance

c. Main revisions to the salary system in FY 2012

(- Terminate periodic pay raises of relevant employees in line with the lowering of the maximum rank in the )

salary table to the 81st rank
- Lower monthly base salary in accordance with the revision of the remuneration for national civil servants

(average revision rate: 2 0.24%)

- The following measures were to be taken in relation to the revision of national civil servants’ salary based on the
Act on Revision of Remuneration for National Civil Servant and Temporary Special Provisions (Law No. 2, 2012):

(for employees)

- Implementation period: August 2012 — March 2014(")

* Implementation period of the measures for lowered salary payment was formally set until July 2014. In
terms of normalization of salary level, however, it was moved up to March 2014 in accordance with the
adjustment concerning measures for salary revision and lowered salary payment for winter bonus.

- Details of measures for employees’ base salary schedule: reduction rate of monthly base salary was from
4.77% t0 9.77%

- Details of measures for various allowances: reduction rate of allowances for officials above director level
was 10% and reduction rate of the end-of-term allowance and diligence allowance was 9.77%. Reduction
rates of regional allowance, transfer allowance, and overtime allowance reflect that of monthly base salary.

- Details of measures different from the governmental policy: nothing in particular

(for executives)

- Implementation period: April 2012 — March 2014

- Details of measures for salary schedule: reduction rate of monthly salary was 9.77%

- Details of measures for various allowance: reduction rate of the end-of-year allowance was 9.77%.
Reduction rate of regional allowance reflects that of monthly salary.

- Details of measures different from the governmental policy: nothing in particular

[Status of the measures in light of salary reexamination)

Introduction of reviewed personnel and payment systems was decided in FY 2011 (sequential
implementation in and after FY 2012). For FY 2012, periodic pay raises of relevant employees were
terminated in line with the lowering of the maximum rank in the salary table to the 81st rank and the current
g efforts on retirement system for management positions, etc. had been progressed.
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2. Employee salaries

@ Salary by type of work
FY 2012 annual salary (average)
Type Employees Average age
bz e SR Total amount Contract - Bonus
earnings Commuting allowance

Full-time employees Persons Age Thousand yen Thousand yen Thousand yen Thousand yen

ploy 804 44.4 7,642 5,943 142 1,699
. . Persons Age Thousand yen Thousand yen Thousand yen Thousand yen

Clerical/technical 803 44.4 7,645 5,944 143 1,701
Others Pers;)ns _ Age Thousimi yen Thousa;nd yen Thousild yen Thouﬁld yen

(Notes) 1. “Other” under full-time employees refers to one employee, a telephone operator. Since there are concerns that it would be possible to identify personal information about them, only the

number of such employees has been included.

2. This section has been omitted since overseas employees, fixed-term employees, rehired employees, temporary employees and full-time employees are only involved in the types of work
listed above, not research, medicine (hospital doctors and nurses) and education (instructors at technical colleges).

(2 Distribution of annual salary (clerical and technical employees)

(Thousand yen) Distribution of annual salary (clerical and technical employees) (Person)
12,000
Person
140
10,000 =@= Average salary
=@-= Third quintile 120
8,000 = First quintile 100
Average government \\..
6,000 employee’s salary \\ 80
60
4,000
40
2,000 2
0 20-23 24 -27 28-31 32-35 36 -39 40 - 43 44 - 47 48 - 51 52 - 55 56 - 59
years old years old years old years old years old years old years old years old years old years old
(Note) From the annual salary amount in (D, commutation allowances are deducted. The same applies through ® below.
(Clerical & technical employees)
o Quartile Quartile
Groups used in distribution Employees Average age = = Average = =
First quartile Third quartile
Representative position Persons Age Thousand yen Thousand yen Thousand yen
- Director at head office 143 48.2 9,344 9,366 10,014
+ Clerk at head office 29 345 4,123 4,492 4,860

(Note) Given that there is only one staff member corresponding to category-1 staff, since information concerning the subject person can be individually identified, only the number of persons is stated.

(® Employee by grade (as of April 1, 2013) (Clerical and technical employees)

Rank Total First grade Second grade Third grade Fourth grade Fifth grade Sixth grade
Standard position Clerk Clerk Deputy Manager Manager chrﬁ(;trg;m NIIDE;P:::%QP
Persons Persons Persons Persons Persons Persons Persons
Employees - 60 103 345 253 41
(percentage)
(7.5%) (12.8%) (43.0%) (31.5%) (5.1%)
Age Age Age Age Age Age Age
(voungest - oldest) — 47 ~ 24 58 ~ 26 59 ~ 31 58 ~ 38 58 ~ 48
Scheduled annual Thousand yen Thousand yen Thousand yen Thousand yen Thousand yen Thousand yen
salary (low - high) - 4,242~2,796 5,643~2,958 6,613~3,798 9,052~5,506 9,803~7,478
Annual salary Thousand yen Thousand yen Thousand yen Thousand yen Thousand yen Thousand yen
(low - high) — 5,367~3,610 6,556~3,817 8,546~4,926 11,649~5,992 12,769~9,767

(Note) Information only about “standard position” is provided because there is only one staff member in the first grade category, and detailed information could be a personal identifier.

(® Bonuses (FY 2012) assessed portion (clerical and technical employees)

Rank Summer bonus Winter bonus Total
(paid in June) | (paid in December)

% % %
Constant payment (year-end bonus) 61.1 472 55.5
Managing : P P B
grade |Evaluation-based payment & & o
| diligence allowance) 38.9 52.8 44.5
employees | oyarage) " P P
Upper - lower | 1000~ 24.8 | 280.6 ~ 41.1 | 142.6 ~ 335
% % %
Constant payment (year-end bonus) 63.3 545 59.6
General | Eya|uation-based payment % % %
employees | (diligence allowance) 36.7 455 40.4
average) % % %
Upper -lower| 400~ 301 | 358.7 ~36.9 | 151.2 ~34.2

(® Salary level (annual) comparative index between national civil

servants and other agencies (clerical and technical employees)

National civil servant comparative

index:

Other agencies comparative index
(clerical and technical employees):

123.3

115.6

(Note) The National Personnel Agency calculates the index based on the

salaries JHF is presently paying and setting to 100 the salary level if JHF’
s salaries were replaced by the national government's salary level (for the
other agencies comparative index, the price level if other administrative
agencies were a single agency) and weighing for the age distribution of

JHF employees.



Reference items for the salary level comparative index

O Clerical and technical employees

Item

Details

Index

Comparison with national civil servants 123.3

Regional differences 114.0
Reference | Academic history 119.6

Regional differences and academic history ~ 111.5

Quantitative
reasons
why the

salary
level is
high
compared
to
national
civil
servants

- JHF, whose predecessor was the Government Housing Loan
Corporation, was founded on April 1, 2007, as a financial institution
whose core operations are securitization in order to create a new
market-based housing financial system and to provide a stable supply
of long-term, fixed rate home loans to the private sector.

- In order to smoothly and properly conduct the agency's operations,
which are centered on securitization, it is necessary to recruit and
keep talented personnel with extremely specialized and advanced
knowledge of financial techniques and skills in financial operations,
and the personnel must be appropriately compensated for their
abilities.

- On account of this, decisions regarding the agency's salary level,
which are covered in II-1- @ -a Items taken into consideration when
setting salary levels and the rationale for taking those items into
consideration, were made also taking into consideration private
financial institutions.

- The following table, which provides a comparison between JHF and
financial institutions with a similar number of employees and offices,
shows that the salary levels are in general the same.

Comparison of average salary (FY 2011)

Average salary

Employees | Offices | Average Age (thousand yen)

JHF 923 11 43.6 8,540

Financial institution A 1,590 28 40.3 7,688

Financial institution B 1,466 18 40.9 7,573

Financial institution C 1,085 12 37.8 7,729

Financial institution D 1,147 10 38.2 10,968

Note: Data such as average salaries for private institutions were taken from
the particular institution's FY 2011 securities reports.

Note: Since the average salary for private financial institutions in the securities
report include overtime allowances and commuting allowances, the
average salary for the agency given in the above table also includes
overtime allowances and commuting allowances.

[Affects taken into consideration regional differences and academic history]

- JHF's salary is affected by the fact that the majority of the agency's
employees work in major metropolitan areas, and the organization and
personnel were centralized in Tokyo to rationalize and improve the
efficiency of operations (eliminating the effect of regional differences
reduces the national civil servant comparative index to 114.0 from
115.5), the high percentage of employees with at least a college
degree (eliminating the effect of higher education reduces the national
civil servant comparative index to 119.6 from 121.3; and eliminating
the effect of regional differences and higher education reduces the
national civil servant comparative index to 111.5 from 112.8), and
benefits in order to keep talented employees.

[Result of the inspection by the competent minister of state]
Since the salary levels exceed that of national civil servant, measures
will be taken steadily to achieve the target level.

Verification
of the
appropriateness
of
wage
levels

[National government financial support]

National government financial support as percentage of total projected
expenditures: 1.3%

(national government financial support - ¥109.9 billion; total projected
expenditures - ¥8,300.1 billion [FY 2012 budget, after the second
supplementation])

[Examination result]

Fiscal spending from the state (¥222.6 billion) is allocated for subsidies
for reducing interest-rate of loans for recovery from disasters which
support people affected by the Great East Japan Earthquake for
reconstruction, etc. of housings (¥53.9 billion), investment to deal with
credit risk in securitization support business, etc. (¥50.4 billion), and
subsidies for implementation of Flat 35S (¥5.6 billion).

(2) Efforts by JHF (FY 2007 -)

(FY 2007)

- Lower base salary 5.03% on average

- Reduce the number of months applied to calculate bonuses by 0.3
months (4.75 months-> 4.45 months™)

* Months applied to calculate annual bonus as of April 1, 2007

(FY 2008)

- Lower base salary for operations (employees who transferred from
comprehensive work to operations work in FY 2007 and 2008) 5% on
average

(FY 2009)

- Lower base salary for operational staff (employees who transferred
from generalist work to operational work in FY 2009) 5% on average

- Lower monthly base salary and reduced number of months applied to
calculate bonuses Lower monthly base salary in accordance with the
revision of the
remuneration for national civil servants (average revision rate: 20.24%)
and a reduction in the number of months applied to calculate bonuses
(£0.35 months (4.50 months — 4.15 months))

(FY 2010)

- Lower base salary for operational staff (employees who transferred
from generalist work to operational work in FY 2010) 5% on average

- Terminate guarantee for the current salary for operations (employees
who were in a job type which does not require transfers to different
areas at the time of the Government Housing Loan Corporation) (5%
reduction from March 2007)

- Review payment category for the allowance for above the director
level officials (approx. 3% reduction of the total compensation)

- Lower monthly base salary and reduced number of months applied to
calculate bonuses Lower monthly base salary in accordance with the
revision of the remuneration for national civil servants (average revision
rate:220.19%) and a reduction in the number of months applied to
calculate bonuses (£ 0.20 months (4.15 months — 3.95 months))

(FY 2011)

- Introduce a retirement system for management positions (for staff
members who will turn 55 years or older at the end of FY 2011)

- Lower maximum amount of allowance for officials above the director level

- Introduce personnel and salary systems including a revision of the salary
structure (sequential implementation in and after FY 2012)

(FY 2012)

- Lower monthly base salary
In line with revision of remuneration for national civil servants, monthly
base salary was lowered (average revision rate 2 0.23%)

- In line with the revision of national civil servants’ salary based on
the Act on Revision of Remuneration for National Civil Servant and
Temporary Special Provisions (Law No. 2, 2012), measures for lowered
salary payment was taken (reduction rate of monthly base salary was
from 4.77% to 9.77%)

- Terminate periodic pay raises of relevant employees in line with the
lowering of the maximum rank in the salary table to the 81st rank

- Introduce a retirement system for management positions (for staff
members who will turn 55 years or older at the end of FY 2012)

2. Measures to be taken by JHF

(FY 2014)

Abolish a current type of work (operational work) and create a new type
of work (business career work) (approx. 10% reduction in salary level)

[Present effect and projected national civil servant comparative index]
For FY 2012, the index declined 14.5 percentage points after eliminating
the effects of regional differences and higher education (11.7 percentage
points if only age is taken into consideration) compared to FY 2005 as a
result of efforts to normalize wage levels.

From FY 2013, with the consideration of total personnel expenses
reduction of the government, personnel expense is reviewed continuously
through reform of personnel and salary systems (°) including continuous
efforts such as retirement system for management positions, etc. and
revision of the salary structure as well as further efforts are made to
normalize salary level. Though such efforts, the pay-scale is to be declined
to the level equivalent to that of the national government employees after
adjusting age and regional differences and educational level by FY 2016.

* The abolishment of the current job category (operational work) and the
creation of a new job category (business career work) (approximately
10% reduction in the salary level compared to the current level)

[Projected national civil servant comparative index for FY201 3]

The national civil servant comparative index: below approx. 123.3

The index after eliminating the effects of regional differences and higher
education: below approx. 111.5

[Accumulated losses)

Accumulated loss: ¥79.2 billion (FY 2012)

* OQOutstanding loan management account: ¥449.9 billion, other
accounts: N/A (earned surplus: ¥370.7 billion)

[Results of the verification]

Concerning the outstanding loan management account, based on the
Greater Efficiency and the Improved Operations of the Government
Housing Loan Corporation with the Goal of Transforming into an
Incorporated Administrative Agency (formulated on July 6, 2005) (in the
following, Management Improvement Plan) and its mid-term plan, JHF
used funds raised through securitization of outstanding housing loans to
implement advanced redemption of borrowings from the Fiscal Investment
and Loan Program (no compensation), and subsidies from the national
government were abolished by the final year (FY 2012) of the first mid-term
period after necessary amounts were set.

In other accounts, JHF recorded retained earnings in total.

Measures

[Details of measures]

1. Efforts by JHF (FY 2006 - FY 2012)

The following efforts have been made to normalize wage levels since the

time of the Government Housing Loan Corporation, the predecessor of

JHF:

(1) Efforts by the Government Housing Loan Corporation (FY 2006)

- Reduce the base salary by 6% on average (this was done for
management positions starting in October 2005)

- Hold down average pay raises to 1/2 that of national civil servants

Other
reference
items

[Total compensation, including salary, as percentage of total expenditures]

0.1% (total compensation, including salary - ¥7.4 billion; total expenditures

- ¥8,300.1 billion (FY 2012))

* The absolute level of total compensation, including salary, as
percentage of total expenditures, is small.

[Percentage of managerial positions]

32.1% (clerical and technical service; as of April 1, 2013)

* The percentage of managerial position for the national government:
15.7% (the percentage of Grade 6 or higher national civil servants
in the FY 2012 National Civil Servant Survey [National Personnel
Agency])

* The promotion of employees to managerial positions in a strict way
will be continued.

[Percentage of employees with at least a college degree]

82.6% (clerical and technical service; as of April 1, 2012)

* For the national government: 53.4% (the percentage of national
civil servants in the FY 2012 National Civil Servant Survey (National
Personnel Agency) with a college degree whose salary is based on
the administrative service salary schedule)

In order to smoothly and properly conduct the agency's operations,
which are centered on securitization and include the operations of the
Government Housing Loan Corporation, the predecessor of JHF, it
is necessary to recruit talented personnel with extremely specialized
and advanced knowledge of financial techniques and skills in
financial operations, and most recruits have at least a college degree;
therefore, a high percentage of the employees have a high level of
education.

*
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Il Total Personnel Expenses

Rank Current fiscal year | Current fiscal year Comparative increase Changte tﬁzns"ra aﬂre; :tl)“:igure
RS 7oty A CREREED medium A term plan (FY2012)

Total payments of salary and Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)
bonus, etc. (A) 7,423,382 8,047,255 A 623,873 (~7.8) - )
Payment of retirement benefits Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)

(B) 512,125 210,738 301,387 (143.0) - (-)
Salary of non-permanent directors Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)
and employees, etc. © 942,479 963,690 £21,211 (~22) - )
Welfare expenses Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)

(D) 1,134,897 1,183,422 2\ 48,525 (& 4.1) - ©)
Personnel expenses at the Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)
broadest base (A+B+C+D) 10,012,883 10,405,105 AN 392,222 (~3.8) - (-)

Reference items for the overall labor costs

O Reason for year-on-year changes in total compensation, including salary, and broadly-defined labor costs

- The total compensation, including salary, shrank 7.8% or around ¥0.62 billion from the previous year, mainly due to a reduction in the
amount of salary, etc. in accordance with measures for lowered salary payment which resulted in around ¥0.62 billion of reduction.

- Payment of retirement benefits increased 143% or around ¥0.3 billion from the previous year, mainly because that the retirement benefits
for employees retired in the end of FY 2011were paid in April 2012. Regarding the payment of retirement benefits for FY 2012, it was
paid before measures were taken after June 30, 2013, based on the Reduction of Payment Level of Retirement Benefits for National Civil
Servants (adopted by the cabinet on August 7, 2012).

- As a result based on above matters, broadly defined labor costs declined 3.8%, or around ¥0.39 billion from the previous year.

IV Matters that JHF finds necessary

Based on the Reduction of Payment Level of Retirement Benefits for National Civil Servants (adopted by the cabinet on August 7, 2012), the
following measures were determined to be taken.

(Executives)
- The payment level of retirement benefits was lowered for those executives who will retire after March 31, 2013, by deciding adjustment ratio*'
in accordance with the numeration of national civil servants.
*1 (D Retirement date is from March 31, 2013, to September 30, 2013: 98/100
@ Retirement date is from October 1, 2013, to June 30, 2014: 92/100
(® Retirement date is after July 1, 2014: 87/100

(Employees)
- The payment level of retirement benefits was lowered for those employees who will retire after June 30, 2013, by deciding adjustment ratio*
in accordance with the numeration of national civil servants.
*2 (D Retirement date is from June 30, 2013, to December 31, 2013: 98/100
(@ Retirement date is from January 1, 2014, to June 30, 2014: 92/100
® Retirement date is after July 1, 2014: 87/100



| Product Outline

Product

*2 Terrace house style, including semi-detached houses: an architectural style other than a condominium style (a building where two or more houses share
corridors, stairs, halls, etc.) that has a row of two or more houses sharing side walls.

As of April 1, 2013 : (@)
@ Those aged less than 70 at the time of application (if the two-generation loan repayment scheme (there are certain requirements) is applied, this loan applies also to <
people aged 70 years and over). ! 2
@ Those who have Japanese nationality, the right of permanent residency in Japan, or a special permanent residence status. <
@ Those whose repayments on all loans®, including Flat 35, satisfy the annual DTI (debt to income) ratios set in the following table (income may be combined, but the : ('_D
repayment period may be shortened). E
Annual income Less than 4 million yen | 4 million yen or more ]
H—
DTI 30% or less 35% or less -
Application LT
requirements * Besides loans under the Flat 35 program, all loans include those for other housing, cars, education and credit-card loans (including cash advances and purchases of ' -
goods by payment in installments) (including income of the co-borrowers, if any).
@ In the case that the house and its lot covered by loan is co-owned, the applicant must retain a certain portion of the ownership of the property
(Note 1) The income, in principle, must be based on income stated in the official certificate for the year before the fiscal year in which the application is made (in the
case of FY 2013, the income must be based on income between January and December 2012 in principle.). The income stated in the official certificate is as :
follows: '
(D For those other than the above, amount of salary income; or
(2) For those other than the above, amount of incomes (a total income from business, real estate, and interest, salary income, and dividend income)
(Note 2) The number of applicants is limited to two people including a co-borrower. :
@ Loans for construction/purchase of a new home or purchase of an existing home for occupation by the applicant or relatives C>;
IPurpose el @ Loans for construction/purchase of a house for weekends (a second house) to be used by the applicant 4
Lo T e L=
(Note) This loan cannot be offered for reform of a house. LS,
-4
@ Houses that satisfy the technical criteria set by JHFF ! (_D
@ Have a floor area®' of 70 m” or more for a detached house, a terrace house style including semi-detached house and a flat *style, “or 30 m or more for a n
condominium style, etc. o
L
Detached house, terrace house style including semi-detached house, flat style 70 m? or more : P
Apartment complex (condominium and similar) 30 m? or more I
House covered Com
by loan *1 In the case of a multipurpose house such as dwelling with shop, the floor area of the residential space must be larger than that of the non-residential space (shop,
office, etc.). :

Flat style: an architectural style other than a condominium style which has two or more stories and on each of the stories is a suite of rooms for one house.
@ Costs of housing construction (including the land purchased for the house), or a purchase price of 100 million yen and under (including consumption tax).

(Note 1) The loan is not available if whichever shorter between 1) and 2) is less than 15 years (10 years if the applicant and/or a co-borrower is aged 60 and over).
(Note 2) Customers who have selected a loan of 20 years or less cannot change the period to 21 years or more during the repayment period.

@ Fixed rate™’
@ The borrowing rate **“applicable to loans of 20 years and under is different from the rate applicable to loans of 21 **years and over.
=1 Under Flat 35S, the interest rate is reduced for a certain period (please visit the Flat 35 website for more information).
Borrowing rate * 2 Different interest rates are set by different financial institutions. Information on the rates is available at financial institutions and the Flat 35 website
(www.flat35. com).

#2,3

@ No conditions on the size of land for the house o
Amount of the One to 80 million yen (in increment of 10 thousand yen), provided that the total LTV (loan to value) ratio is 90% or less of construction or purchase cost (excluding costs 2
loan for the nonresidential space)*. ©
@ 15 years (10 years if the applicant and/or a co-borrower is aged 60 and over at the *2time the application is fi led) or over, and whichever is shorter between 1) and 2
2) below (increment: 1year) -]
(D 80 years minus the age of the applicant at the time the application is filed with the part of the period less than one year counted as one year. FD..
*1 If the two-generation loan repayment scheme (there are certain requirements) is applied, the loan term shall be based on the age of the successor regardless of '
Duration of the any co-borrower. ©
loan * 2 If the two-generation loan repayment scheme (there are certain requirements) is applied, the loan term shall be based on the age of the successor regardless of o
any co-borrower. : ('<D
@ 35 years L=
-
o
-]
N v]
)

* 3 The interest rate applied is that on the date of disbursement, not of application. The disbursement date shall be determined by the financial institution. ('?
=4 Some financial institutions offer the same borrowing rate regardiess of the duration of the loan. —
. - — )
NG T @ Monthly principal and interest equal repayment or monthly principal equal repayment. =
Recipients may choose to repay with bonuses every six months to the limit of 40% of the loan and in the unit of 10,000 yen. /]
S @ JHF holds a first-lien mortgage on the house and land to which the loan is extended. 9h
Ollateral f oo oo oooooooooooooooooooooooooooooooo i
(Note) Fees for closing the mortgage (registration license tax, compensation for an escrow agents, etc.) shall be paid by the borrower. [
Surety @ Not required. :T:I
Group credit life @ The use of JHF credit life insurance is recommended It is strongly recommended to prepare for unexpected adverse events. w
insurance (Note) A special contract premium shall be paid by the customer. Some customers may not be able to be accepted depending on their health conditions. .
@ Customers of the scheme must until the end of repayment of the loans take out fire insurance (meaning either a fire insurance provided by an insurance company 2
selected at the discretion of the customer or a mutual aid fire insurance stipulated by laws; the same hereinafter.) for the dwelling that is the purpose of borrowing : (':g
the loan. ;
@ The insurance amount must at least equal the loan amount (Note) and the subject of indemnification must be fire damage to the building. %
Fire insurance (Note) The appraisal amount if the amount (appraisal amount) computed on the basis of the criteria of the insurance company is less than the loan amount. !

@ If a mortgage is placed on the lot, the insurance period, premium payment method and requirements for a pledge vary by the financial institution offering the loan.
If a mortgage is not placed on the lot, the maturity date of the insurance policy shall be the day of the final repayment or later, the payment method shall be long-
term lump-sum payment, and JHF takes a first priority pledge on the recipient’s right to obtain fire insurance benefits.

(Note) A fire insurance premium shall be paid by the customer. JHF s special fire insurance is not applicable.

Fees for the
Origination of the
loan Fees for the
inspection of the
property
Guarantee Fee @ Not required.

and Prepayment (Note) When the loan is prepaid in a whole, the day of the payment shall be the on the monthly payment day. There is a minimum amount for prepayment in a whole,
penalty which is one million yen.

@ Origination fees *'“may differ between financial institutions offering loans.

@ Different institutions/experts that certify suitability impose different fees for inspecting properties.**
* 1 Information on origination fees is available at financial institutions and the Flat 35 website (www. flat35. com).
* 2 Origination fees and property inspection fess shall be paid by the borrower.

ejeq |eoueuly

Please note that the loan application may be rejected according to the results of underwriting conducted by the originating financial institution or JHF which purchases the loan.
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Product

tline of Flat 35 (loan refinance)

As of April 1, 2013

Application
requirements

@ In principle, the applicant for loan refinance is the same person as the borrower of the outstanding loan. However, a co-borrower can be added at the time of refinancing (the number
of borrowers is limited to two people).
+ If a borrower is added or if the proportion of the ownership to the house is changed at the time of refinancing, please consult with the local tax office or a tax accountant on

housing loan tax credit and tax.

@ In the case that the house or its lot covered by loan is co-owned, the applicant must retain a certain portion of the ownership.

@ Those aged less than 70 at the time of application (if the two-generation loan repayment scheme is applied (there are certain requirements), this loan applies also to people aged 70
years and over).

@ Those who have Japanese nationality, the right of permanent residency in Japan, or a special permanent residence status.

@ Those whose repayments on all loans, including™ Flat 35, satisfy the annual DTI (debt to income) ratios set in the following table (income may be combined)

Annual income Less than 4 million yen 4 million yen or more
DTI 30% or less 35% or less

* Besides loans under the Flat 35 program, all loans include those for other housing, cars, education and credit-card loans (including cash advances and purchases of goods by
payment in installments) (including the income of the co-borrower, if any).
@ Those who have not missed a repayments on an outstanding loan for at least one year from the loan agreement date (+) to the refinance application date.
* The loan agreement date is the date when a new borrower is registered in case the original borrower is changed due to inheritance or other reason (excluding the addition of a
borrower).

(Note 1) The property subject to the loan must be owned by the applicant and must be occupied by the applicant or relatives.
* Eligible for loan refinancing are also dwellings used as second residences (dwellings that are used during temporary long-distance job transfers or on weekends but are not rented
out) provided that the applicant is the owner and the dwelling is used by the applicant.
(Note 2) shortened the year before the year of application (between January and December 2012 in the case of FY 2013) shall be examined in principle. The income stated in the official
certificate is as follows:
(D For those other than the above, amount of salary income; or
(2 For those other than the above, amount of incomes (a total income from business, real estate, and interest, salary income, and dividend income)

Purpose of the
loan

@ Refinancing for the housing loan of either (D or 2 outlined below
(D Construction/purchase of a house that is owned and occupied by the applicant
* Eligible for loan refinancing are also dwellings used as second residences (dwellings that are used during temporary long-distance job transfers or on weekends but are not rented
out) provided that the applicant is the owner and the dwelling is used by the applicant.
(@ Construction/purchase of a house that is owned by the applicant and occupied by relatives

(Note) Loans other than housing loans, e.g., multi-purpose loans and investment loans, are not eligible for refinancing, nor are housing loans for housing improvements.

Requirements
for the housing
loan and house
that are subject
to refinancing

@ The amount of the original loan taken out at the acquisition of a house shall meet the following requirements:
(1) 80 million yen or less
(2) The total LTV (loan to value™"*? ratio is 100% or less.
+1) The cost for acquiring the lot is included.
+2) The charges incurred at the acquisition of the house is excluded.
@ The cost for the construction or purchase of a house (including the lot purchased for the house) is 100 million yen or less (including consumption tax).
@ Have either of the following floor area :
A detached house, a terraced house (including a semi-detached house) and a flat** 70 m’ or more
A condominium, etc. 30 m’ or more

+ 1 In the case of a multipurpose house such as dweling with shop, the floor area of the residential space must be larger than that of the non-residential space (shop, office, etc.).
+ 2 Terrace house style, including semi-detached houses: an architectural style other than a condominium style (a building where two or more houses share corridors, stairs, halls,
etc.) that has a row of two or more houses sharing side walls.
Flat style: an architectural style other than a condominium style which has two or more stories and on each of the stories is a suite of rooms for one house.
@ No conditions on the size of land for the house
@ Houses that satisfy the technical criteria etc. set by JHF.

Amount of the
loan

@ One to 80 milion yen. The lower of the outstanding amount of the current housing loan or 200% of the* assessment rate of collateral by JHF (in increment of 10 thousand yen)
= The following costs can be included: (D costs for stamp duty affixed on the loan contract; ) origination fees for the refinance; @ costs for registration and inundation of mortgage
(registration license tax); (@ compensation for escrow agent who files the mortgage; & special premium for JHF's group credit life insurance (for the first year); and 6 costs for Flat
35 criteria inspection (fees for inspection of s house).

Duration of the
loan

@ 15 years (10 years if the applicant and/or a co-borrower is aged 60 and ove * 1, 2 at the time the application is filed) or over, and whichever is shorter between (1) and @) below for

the upper limit (unit: 1year)
(@ 80 years minus the age of the applicant at the time the application is filed * 1, 2, with the part of the period less than one year counted as one year.

+ 1 If there is a co-borrower who uses over 50% of their annual income for debt repayments, the loan term shall be based on the age of whichever is higher between that of the

applicant and that of the co-borrower.

* 2 |f the two-generation loan repayment scheme is applied (there are certain requirements), the loan conditions shall be based on the age of the successor regardless of any co-borrower.
(2) 35 years less the month elapsed on the outstanding mortgage rounded at one year increment

+ 1 Starting date of the calculation is the date of closing on the outstanding mortgage

* 2 This treatment may not be applicable at some financial institutions. Please ask the financial institution originating the loan.

(Note 1) Loan refinancing is not applicable if whichever shorter between (D and @) is less than 15 years (10 years if the applicant and/or a co-borrower is aged 60 and over).
(Note 2) Borrowers who have selected a loan term of 20 years or less cannot change the term to 21 years or more during the repayment period.

Borrowing rate

@ Fixed rate

@ The borrowing rate *'"“applicable to loans of 20 years and under is different from the rate applicable to loans of 21 years*® and over.
+ 1 Different interest rates are set by different financial institutions. Information on the rates is available at financial institutions and the Flat 35website (www.flat35.com).
+ 2 The interest rate applied is that on the date of disbursement, not of application. The disbursement date when the recipient takes out the loan shall be determined by the financial institution.
+ 3 Some financial institutions offer the same borrowing rate regardless of the duration of the loan.

@ Monthly principal and interest equal repayment or monthly principal equal repayment.

Gciizaion Recipients may choose to repay with bonuses every six months to the limit of 40% of the loan and in the unit of 10,000 yen.
Collateral
Surety @ Not required.

Group credit life
insurance

@ The use of JHF credit life insurance is recommended It is strongly recommended to prepare for unexpected adverse events.
@ If the group credit life insurance is applied to the loan to be refinanced, the insurance will be terminated at the time of refinancing. Those who wish to have JHF credit life insurance
must take out a new policy. However, some customers may not be able to take out a new policy depending on the results of inspections by insurance companies.

(Note 1) A special contract premium shall be paid by the customer. Some customers may not be able to be accepted depending on their health conditions.
(Note 2) If customers who have JHF credit life insurance withdraw Flat 35 due to the discretionary early redemption after July 1, 2013, JHF refunds the customers' prepaid fees as JHF
set for a special contract premium. However, this is not the case according to the period of withdrawal, etc.

Fire insurance

@ Customers of the scheme must until the end of repayment of the funds take out fire insurance (meaning either a fire insurance provided by an insurance company selected at the
discretion of the borrower or a mutual aid fire insurance stipulated by laws; the same hereinafter) for the dwelling that is the purpose of borrowing loan.

@ Thea insurance amount must at least equal the outstanding loan amount (Note) and fire damage to the building must be the subject of indemnification.

(Note) The appraisal amount if the amount (appraisal amount) computed on the basis of the criteria of the insurance company is less than the outstanding loan amount.

@ Insurance periods and insurance premium payment methods differ depending on the handling financial institution. If no mortgage has been established on the lot, the fire insurance
must have a payment mode whereby insurance premiums are paid in a single long-term payment to ensure that the date of insurance maturity falls on or after the end of the final
repayment of the refinancing loan. Moreover, with respect to the right to claims to the fire insurance money, a first-ranking right of pledge must be established for the Japan Housing
Finance Agency as pledge.

@ If a mortgage is placed on the lot, the insurance period and premium payment method and requirments for a pledge vary by the financial institution offering the loan. If a mortgage
is not placed, the maturity date of the insurance policy shall be the day of the final repayment or lator, the payment method shall be long-term lump-sum payment, and JHF takes a
first priority pledge on the recipient’s right to obtain fire insurance benefits.

@ If the fire insurance that was already taken out before refinancing meets requirements prescribed as above, the customer can keep the policy. However, if a mortgage is not
registered on the lot, and if the maturity date of the insurance taken out before refinancing is the day before the final repayment of the refinancing loan or if the maturity date comes
after the final repayment of the refinancing loan with yearly payment of insurance premium, the fire insurance shall be cancelled and a new policy with a long-term lump-sum
payment shall be taken out so that the maturity date shall be the day on the final repayment or lator. In addition, JHF takes a first-priority pledge on the recipient’s right to obtain fire
insurance benefits.

(Note) A fire insurance premium shall be paid by the customer. JHF’s special fire insurance is not applicable.

Fees for loan
origination
and property
inspection

@ Origination fees *"“may differ between flnanaal institutions offering loans.

@ Fees for the inspection of the property are*” necessary to certify the conformity with technical standards prescribed by JHF in a document. Different institutions/ experts that certify
suitability impose different fees for inspecting properties™.
+ 1 Information on origination fees is available at financial \nstitutions and the Flat 35 website (www.flat35.com).
+ 2 Origination fees and property inspection fess shall be paid by the borrower.

Guarantee Fee
and Prepayment
penalty

@ Not required.

(Note) When the loan is prepaid in a whole, the day of the payment shall be the on the monthly payment day. There is a minimum amount for prepayment in a whole, which is one million
yen.

Special matters
in the case of
refi nance

@ Flat 35 S is not applicable to loan refinancing.
@ If the lot is located within the land adjustment project lot which is not completed and where lien upon the property can not be registered until the completion of the project, refinancing
is not available.

Please note that the loan application may be rejected according to the results of underwriting conducted by the originating financial institution or JHF which purchases the loan.
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History of GHLC and JHF

Year Historical matter Year Historical matter
June 1950 | - Establishment of the GHLC, and launch of loan | February 2010 | - Expansion of the range of interest rate reduction
scheme for owner-occupied and rental houses in Flat 35S for the first 10 years (A0.3%— A
March 2000 | - Launch of MBS (Mortgage Backed Securities) 1.0%) (until the end of September 2011, as a
issuance provisional measure)
October 2003 | - Launch of securitization business (Purchase May 2011 | - Expansion of loans for recovery from disasters
Program) (the current “Flat 35 (Purchase and loan modification for the people affected
Program)”) by the Great East Japan Earthquake (e.g. 0%
October 2004 | - Launch of securitization business (Guarantee ggr'ir:)tg;2?%;;?”;%%?:&'5& > years, a grace
Program) (the current “Flat 35 (Guarantee e )
Program)’) November 2011 | - haun.ch ]9f z;1hloa||'(1j prl'ogram for serviced rental
June 2005 |- Launch of support scheme to facilitate for ousmg or ?e ery . '
acquiring high-quality housing through the | December 2011 - Expansion of interest-rate reduction for the first
securitization business (Purchase Program) (the 5 years for housing with high energy-saving
current “Flat 355”) performance concerning Flat 35S (A0.3%—A
| P lat £ JHE L. 0.7% (21.0% for the disaster-affected area ))
July 2005 | - Promulgation of JHF Law (until the end of October 2012, as a provisional
September 2006 | - Launch of general collateral bonds issuance measure)
April 2007 | - Abolition of GHLC April 2012 | - Commencement of the second mid-term
- Establishment of JHF target period (5 years until March 2017)
- Commencement of the first mid-term target
period (5 years until March 2014)
June 2009 |- Launch of Flat 35S 20-year interest rate
reduction (the service is currently terminated)

(Reference) Roles Former GHLC has Played
(The number of houses financed by JHF (GHLC))

(10 thousand dwelling units)

@ Approximately 30% of all houses 2,000 '35
built after World War Il were © Cimaive ol nomer of Poves corsiroied "
financed by JHF (GHLC). . [ Cumulative total number of houses financed by JHF (GHLC)

The achievements of the Government 2

Housing Loan Corporation loans reached I 20

19.41 million dwellings for 57 years from 1.000 o1 2% .

its establishment in 1950 to its closure 683

by the end of FY 2006. This accounts 500 10

for approximately 30% of dwellings built
after World War Il.

425
258
a B

[ R — . 0
FY 1950 FY 1955 FY 1960 FY 1965 FY 1970 FY 1975 FY 1980 FY 1985 FY 1990 FY 1995 FY 2000 FY 2006
Source: Survey by former GHLC

@ JHF promotes measures to secure and improve the quality of houses.

The GHLC contributed to the securing and improvement of the quality of houses by establishing original technical
criteria and standard specifications for constructions, etc. In particular, the GHLC promoted the improvement of quality
in energy-saving houses, etc. JHF also promotes the securing and enhancing of this housing quality.

{Increase of good quality houses financed by the GHLC)

Energy-saving houses Houses with improved durability Barrier-free accessible houses

80 100 100% 80

70 67.1% 70 63.6%

60 75 60

50 50

4 50 40

s 283% 30.0% 30

20 . 25 20

10 » » 10 5.5% »

0 0 0 |

Result for Result for Result for Result for Result for Result for
FY 1996 FY 2004 FY 1996 FY 2004 FY 1996 FY 2004

Source: Survey on size, specifications, etc., of houses financed by JHF (former GHLC)

<Houses destructed or badly damaged> \

Proven strength: The GHLC financed houses survived the 20

Great Hanshin-Awaji Earthquake. 16.3%

Although many houses were heavily damaged by the severely disastrous Great Hanshin-Awaji 15

Earthquake, surveys show that houses built with loans from the GHLC were relatively safe. 10

* Ordinary wood houses: Based on an analysis of 3,953 houses in Chuo-ku, Kobe City 6.4%
Houses built with GHLC loans: Based on an analysis of 1,068 houses in the area which vibrated to the extent 5
of the 7th degree on the Japanese earthquake scale in Takarazuka City, Nishinomiya City, Kobe City, etc.

Source: Survey on the damage of the Southern Hyogo Prefecture Earthquake on houses built with loans from the Government Housing Loan " . .

Ordinary Houses built with

K Corporation in 1995 Report by the Committee for the survey of the damage of the Hanshin-Awaji Earthquake, which occurred in 1995

o

wood houses GHLC loans
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Executives and Organization Chart

President

Senior Executive Vice President

Executive Vice President

Senior Executive Directors

Auditor Generals

Executives

President:

Senior Executive
Vice President
Executive Vice
President
Senior Executive
Director

Senior Executive
Director

Senior Executive
Director

Senior Executive
Director

Senior Executive
Director

Auditor General :
Auditor General :
Auditor General :

Shinya Shishido

: Hiroshi Fujioka

: Masato Koumura

: Hideyuki Juge

: Takeshi Isokawa

: Tsutomu Sakamoto
: Toshihiko Anzai

: Kimio Watanabe

Itsuo Houki

Hiroaki Kubota
Hiroyuki Tanahashi

(As of July 1, 2013)

Office

Offices

Internal Auditing Department
Legal Affairs & Compliance Department
Risk management Department
Corporate Strategy Department
Business Planning Department
Research & Survey Department

Finance & Accounting Department

Market Operations Department
Information Systems Department

Credit Policy Department

Marketing and Operations Department

Finance Strategy Office

Office of Accounting

Office of House Inspection
Underwriting Center

Business Underwriting Center

I— Flat 35 Promotion Office

Urban Development Department

L

CS Department

Loan Administration Department

Town Development Office

Housing Technology Information Office

Customer Call Center

I— Debt Collection Center

Group Credit Life Insurance &
Fire Insurance Department

Housing Loan Insurance Department

General Administration
Management Department

General Affairs &
Personnel Department

Hokkaido Branch
Tohoku Branch
Metropolitan Branch
Kita-Kanto Branch
Tokai Branch

Kinki Branch
Hokuriku Branch
Shikoku Branch
Chugoku Branch
Kyushu Branch

Minami-Kyushu Branch



For inquires:

M Customer Call Center

Hours: 9:00 - 17:00
(Opened every day except national holidays and around the New Year period)

* For consultation about Flat 35, JHF loans, and technical criteria:

01 20_0860_35 (toll-free)

* For consultation about loans for disaster relief, etc.:
Dedicated Support Line for Disaster Victims

01 20_086_353 (toll-free)

IF you cannot access the above line (from international call, etc.),
please use the following number (regular call rate)

TEL: +81-(0)48-615-0420

H JHF website
http:/lwww.jhf.go.jp/

Head Office and Regional Offices

(As of July 1, 2013)

JHF Offices Address TEL
Head Office 1-4-10 Koraku, Bunkyo-ku, Tokyo 112-8570 +81-(0)3-3812-1111 (operator)
Hokkaido Branch 3-13, Kita 3-jo Nishi 13-chome, Chuo-ku, Sapporo-shi 060-0003 +81-(0)11-261-8301 (operator)
Tohoku Branch 1-3-18 Katahira, Aoba-ku, Sendai-shi 980-0812 +81-(0)22-227-5012 (operator)

Metropolitan Branch

1-4-10 Koraku, Bunkyo-ku, Tokyo 112-8671

+81-(0)3-5800-9300 (operator)

Kita-Kanto Branch

1-8-8, Chiyoda-cho, Maebashi-shi 371-8588

+81-(0)27-232-6170
+81-(0)27-232-6665

Tokai Branch

3-20-16, Shinsakae, Chikusa-ku, Nagoya-shi 464-8621

+81-(0)52-263-2934 (operator)

Kinki Branch

4-5-20 Minami-Honmachi, Chuo-ku, Osaka-shi 541-8546

+81-(0)6-6281-9260 (operator)

Hokuriku Branch

Kanazawa Chuo Bldg., 4-12 Marunouchi, Kanazawa-shi 920-8637

+81-(0)76-233-4251 (operator)

Shikoku Branch 2-10-8, Banc-cho, Takamatsu-shi 760-0017 +81-(0)87-825-0621 (operator)
Chugoku Branch 8-3, Moto-machi, Naka-ku, Hiroshima-shi 730-0011 +81-(0)82-221-8694 (operator)
Kyushu Branch 4-1-37 Tenjin, Chuo-ku, Fukuoka-shi 810-8657 +81-(0)92-722-5018 (operator)

Minami-Kyushu Branch

2-16-11, Suizenji, Kumomoto-shi 862-0950

+81-(0)96-387-3701 (operator)

103

O
v @
Ve
P
@
o)
T =—h
(-
-
oM
v
I =
P9,
-]
. O
/]
]

X
5
o
3
=
o
O
o
~
o



Koraku Ryokudo (greenway)

MR g

The five entities, Toyota Motor Corporation, Mori Building, Tokyo Metropolitan
Government Bureau of Sewerage, Court Resident Tower owner’s association, and JHF,
possess their buildings adjacent to Koishikawa Korakuen which is a garden of the main
residence of Mito Tokugawa family. They have organized the Council for Management of
Koraku Pedestrian Path and jointly carried out maintenance and management of Koraku
Ryokudo (greenway), taking into consideration a greenery landscape of Koishikawa
Korakuen and amenity and convenience of visitors. The council also gives consideration
to cultural assets by installing roofed mad walls and information boards.

In FY 2009, the path received the Award for Landscape Creation in the 9th Fumi no
Miyako Urban Landscape Award of Bunkyo City.

*Fumi no Miyako Urban Landscape Award

Since FY 2001, Bunkyo City has awarded those buildings, etc. and community activities contributing to forming
landscape, for its purpose of promoting beautiful landscape in the 21 century as well as raising awareness of the
citizens and business operators towards landscape formation. The Award contains the Award for Landscape
Creation, the Award for Landscape Creation Activity, the Award for Landscape Advertisement, etc. of which, the
Award for Landscape Creation recognizes those buildings, roads, and parks creating landscape suitable for the city.

Korakuen Hall

Ku‘ry Ryokudo @ Blue Building

JapanzChinarFriendship Center

Koraku International Building | |
| i =y
\dat;a,sgi Common Building : }— Koraku Ryokudo
for, vaemment’oﬂices: L Toyota Motor e
I -‘ D Yellow Building Corporation ey

Sotobori Street [koisikawa Bridge
Koraku Bridge
[korau Bridge]
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