dHr noqy

soidoj

ssauisng JHr 40 sjieled

56

® Financial Statements

The FY 2013 financial statements for Japan Housing Finance Agency were created based on Article 38 of the Act on
General Rules for Independent Administrative Agency and were approved by the Minister in charge.

Overall Agency

In FY 2013, the gross profit for the overall agency was ¥245.9 billion, an increase of ¥36.7 billion from FY 2012.

This was mainly because of the increase in reversal of reverse for possible loan losses in the outstanding loan
management account in accordance 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.

At the end of FY 2013, losses carried forward in the overall agency have been eliminated.

Balance Sheet

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 | FY 2013
(Assets) (Liabilities)

Cash and due from banks 584,009 324,242 | Borrowings 15,374,774 | 13,201,740
Cash 1 2 FILP borrowings 15,264,574 | 13,110,940
Due from banks 410,761 179,763 Borrowings from private institutions 110,200 90,800
Agency deposits entrusted 173,247 144,477 | Bonds 13,918,950 | 14,273,287

Receivables under resale agreement 34,992 = Mortgage-backed securities 10,589,479 | 10,897,390

Money in trust 769,038 711,692 | General lien bonds 2,016,200 2,192,100

Securities 2,038,662 2,195,057 | Property accumulation saving scheme-tied housing bonds 485,700 400,700
Government bonds 235,881 394,908 Housing land bonds 830,618 784,333
Local government bonds 148,297 194,878 | Bond issue premiums ( A) A 3,047 A 1,236
Government guaranteed bonds 20,446 151,360 | Insurance policy reserves 68,425 64,574
Corporate bonds 323,022 395,894 | Reserve for outstanding claims 802 304
Stock 16 16| Policy reserve 67,622 64,271
Certificates of deposit 1,311,000 1,058,000 | Subsidies received, etc. 764,037 705,852

Purchased loans 9,982,719 | 10,981,806 | Subsidies payable for emergency measures to facilitate housing finance 506,861 450,976

Loans 18,071,402 | 15,419,090 | Subsidies payable for securitization business 107 =
Loans on bills 63,441 49,984 |  Subsidies payable for p projects for development of high-quality housings — 2,009
Loans on deeds 18,007,961 | 15,369,107 | Subsidies payable for emergency measures including loans for recovery from disasters 257,068 252,868

Other assets 489,340 408,127 | Other liabilities 750,648 543,951
Claims for indemnity 15,275 12,069 | Accrued expenses 99,714 83,191
Transferred claims (pension) 105,310 91,199 | Advance earnings 43,020 39,963
Accrued revenue 64,344 56,615 Financial derivative products 252,317 199,652
Financial derivative products 240,176 191,304 | Financial derivative product gain carry forward 11,987 10,609
Financial derivative product loss carry forward 44744 39,647 | Accounts payable 212,936 200,212
Accrued insurance premiums 290 375| Other liabilities 130,674 10,324
Other assets 19,200 16,918 | Bonus payment reserve 538 586

Tangible fixed assets 34,621 33,258 | Allowance for retirement benefits 28,259 28,499
Buildings 15,669 15,616 | Allowance for refund of guarantee fees 24,203 17,934
Accumulated depreciation ( 2 ) A\ 3,842 A 4,291 | Reserve for mortgage transfer registration 8,433 3,765
Accumulated impairment loss ( 2 ) A 29 — | Guarantee obligation 642,122 555,391
Land 22,048 19,360
Accumulated impairment loss ( 2 ) A\ 448 = Total liabilities 31,580,388 | 29,395,580
Construction in process account 86 488
Other tangible fixed assets 1,843 3,316 (Net assets)

Accumulated depreciation ( 2 ) AN 704 A 1,231 | Capital 670,621 705,048
Accumulated impairment loss ( 2 ) A — | Government injection monies 670,621 705,048
Guarantee obligation reversal 642,122 555,391 | Capital surplus A 155 A 151
Reserve for possible loan losses ( 2 ) AN 477,016| A 372,276| Capital surplus 293 A 151
Accumulated impaired loss not included in profit and loss (2) I\ 448 —

Surplus carried forward (or loss carry forward) 79,160 157,564

Valuation and conversion adjustments 1,805 A 1,653

Deferred gains or losses on hedges 1,805 A 1,653

Total net assets 589,501 860,808

Total assets 32,169,889 | 30,256,388 Total liabilities and net assets 32,169,889 | 30,256,388




Income Statement

(Unit: million yen)

Cash Flows Statement

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 | FY 2013
Ordinary income 1,049,010| 1,000,897 I Cash flow from operating activities
Income from asset management 871,846 784,672 Outlays on the purchase of loans A 2274,938| A 1,867,994
Interest on purchased loans 170,611 182,015 Loan disbursement A 240,570 A 154,259
Interest on GHLC originated loans 684,056 586,674 Outlays on personnel expenses A 9,329 210,134
Charges on claims for indemnity, etc. 170 120 Outlays on insurance AN 4,514 AN 4,677
Interest on transferred claims (pension) 3,995 3,461 Outlays on group credit life insurance premium A 99,769 94,907
Interest and dividends on securities 12,632 12,238 Outlays on payment on group credit life insurance claims 3,894 A 3,840
Interest on receivables under repurchase agreement 189 62 Other operating outlays /756,510 A\ 50,676
Interest on deposits 192 102 Income from collection of purchased loans 797,735 845,546
Income from underwriting insurance 102,425 93,137 Income from collection of loans 3,451,615 2,751,690
Net insurance premium revenue 2,520 1,849 Income from interest on purchased loans 169,930 182,197
Reimbursement of unused reserve for outstanding claims - 499 Income from interest on loans 693,358 594,361
Reimbursement of unused policy reserve 5,698 3,352 Loan origination fees and other revenue 154 124
Fee from group credit life insurance riders 82,781 75,165 Income from insurance premiums 3,268 1,835
Revenue from group credit life insurance 3,723 3,625 Income from riders on group credit life insurance 79,594 72,345
Dividends on group credit life insurance 7,702 8,648 Income from group credit life insurance 3,713 4,088
Income from service transactions 930 806 Dividends received from group credit life insurance 4,234 7,702
Guarantee fee 271 193 Income from other operations 31,959 29,368
Other income from service 660 613 Income from government payment 59,452 14,588
Other subsidies 64,996 76,522 Income from decrease of money in trust accompanying _ 0
Subsidies for emergency measures to facilitate housing finance 56,616 57,500 the repayment of treasury subsides
Subsidies for securitization support business 5,446 _ Outlays on the repayment of treasury subsidies A\ 489 A 130
Subsidies for promotion projects for development of high-quality housings - 14,487 Income from treasury subsidies 2,605,001| 2,317,225
Subsidies for emergency measures including loans for recovery from disasters 2,933 4,535 Subtotal Interest and dividends received 67,240 69,660
Income from other operating activities 97 39 Interest paid A.760,203| A 681,593
Contract termination fees 97 39 Payment to the national treasury \ 30,866 =
Other ordinary income 8716 45,720 Cash flow from operating activities 1,881,171 1,705,292
Reversal of reserve for possible loan losses 416 35,674
Reversal of reserve for refund of guarantee fees 3,627 3,619 1l Cash flow from investing activities
Reversal of reserve for mortgage transfer registration 32 161 Outlays on acquisition of securities (bonds) £48,500| A 474,824
Income from written-off claims recovered 3,359 4,356 Income from redemption of securities (bonds) 29,960 64,500
Other ordinary income 1,281 1,910 Income from sale of securities (bonds) 31,153 =
Ordinary expenses 847,851 764,446 Net_ ch_ange in seclfrities (certificates of deposit) A 516,000 133,000
Fund raising expenses 671,889 600,201 (¢ indicates neg.a'fn-le) L
Interest on borrowings 446,150 376310 Ou.tlays 0T1 acquisition of. tang.jlble fixed assets A 69 A\ 563
Gain on disposal of tangible fixed assets - 2,265
Interest on bonds 225,339 223,593 Net change in receivables under repurchase agreement
Other interest paid 400 297 (> indicates negative) 21,999 34,992
Insurance underwriting expenses 108,451 103,089 Expenditure from increase of monetary trusts A 57 840 _
Net insurance paid 4,514 4,677 (4 indicates negative) ’
Provision for reserve for outstanding claims 751 = Income from decrease of monetary trusts 63,563 61,795
Group credit insurance premium paid 99,335 94,547 Other expenditure A0 =
Payment of group credit life insurance claims 3,852 3,864 Other income 0 0
Service transaction expenses 25,347 25,105 Cash flow from investing activities| A 475,737 | A 178,836
Service expenses 25,347 25,105
Other operating expenses 16,758 9,903 II Cash flow from financing activities
Amortization of bond issuing expenses 7,773 5,672 .Net.cha.nge in short-term borrowings from private 110,200 90,800
Financial derivatives expenses 8,985 4,231 institutions
Business expenses 24,267 24137 ::::;::::;m long-term borrowings from private A 122200 A 110,200
Business expenses 24,267 PR Income from issuance of bonds (after deducting issuance
Other ordinary expenses 1,140 2,012 expense) 2,470,202 | 1,838,095
Other ordinary expenses 1,140 2,012 Outlays on redemption of bonds A1,700,724 | A 1,484,011
Ordinary income 201,158 | 236,451 Income from FILP borrowings 70,200 67,500
Extraordinary profit 118 336 Outlays on repayment of FILP borrowings £ 2,328,126 | A 2,221,134
Gain on disposal of tangible fixed assets - 1 Outlays on the payment of lease obligation 301 A 557
Other extraordinary income 118 335 Income from government injection monies 50,403 34,511
Em::::):;:r:l::: :r:m insolvent customers based on restructuring plan 1 13 322 3:::({;?; rs?:;zts to national treasury concerning A 57481 R
Loss on disposal of tangible fixed assets - 63 Cash flows from financing activities | 2 1,487,827 | A 1,786,224
Impairment loss 4 =
Net income 201,272 236,724 IV Decrease in cash N 82,392| A 259,767
Transfer from reserve of previous mid-term target 7,957 9,181 V Opening balance of cash 666,401 584,009
Gross income 209,229 245,906 VI Closing balance of cash 584,009 324,242
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Statement of Administrative Cost Calculations

(Unit: million yen)

Item FY 2012 FY 2013
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 671,889 600,201
Insurance underwriting expenses 108,451 103,089
Service transaction expenses 25,347 25,105
Other operation expenses 16,758 9,903
Business expenses 24,267 24,137
Other ordinary expenses 1,140 2,012
Loss on disposal of tangible fixed assets - 63
Impairment loss 4 =
Subtotal 847,855 764,509
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management N\ 871,846 A\ 784,672
Income from insurance underwriting 102,425 93,137
Income from service transactions, etc. A 930 A 806
Income from other operating activities AN 97 A\ 39
Other ordinary income A 8,716 I\ 45,720
Gain on disposal of tangible fixed assets - A
Reimbursement from insolvent customers based on restructuring plan A 118 A 335
Subtotal /N 984,132 N 924,711
Total operating expenses A\ 136,276 2\ 160,202
II Impairment loss not recorded in income statement 12 =
II Other than difference on sales not recorded in income statement 1,299 444
IV Expected increase in retirement benefits not recorded in allowances 6 A1
V Opportunity costs
Opportunity costs related to items such as central and local government injection monies 3,867 4,440
VI Administrative cost /\ 133,689 2\ 155,328

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.

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.

As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of returning future

subrogated portion of employees’ pension fund.

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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Criteria for R y Policy Reserve:

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 2014, 0.640% 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 5. Impairment losses on fixed assets
(1) Collateralized Assets Assets in which impairment is indicated
Purchased loans and loans are entrusted as collateral for mortgage backed securities. 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
(Unit: yen) have functions pursuant to their usage and have been ordinary maintained and managed,
Assets entrusted as collateral Collateral related liabilities so impairment is not recognized.
Item Amount Item Amount (Unit: yen)
Securitization Support Account | Purchased loans 10,469,675,084,587 MBS 8,661,771,865,260 Agency branch Dormitory Location Book value
Housing Loan Account Loans 31,506,089,382 MBS 36,170,940,320 designation designation Buildings, etc. Land Total
Outstanding Loan Management Loans 2,385,943,508,988 MBS 2,199,446,865,420 1 Kita-Kanto Kouun Dormitory Maebashi City 21,867,097 42,800,000 64,667,097
Special Account 2| Kita-Kanto Minami-cho Dormitory Maebashi City 55,137,907  51,300,000| 106,437,907
Total 12,887,124,682,957 10,897,389,671,000 3| Kita-Kanto | Minami-cho No.2 Dormitory Maebashi City 80,301,005 44,200,000 124,501,005
4| HeadOffice | Wakamatsu Dormitory Sinjyukuku 161,392,236| 485,000,000 646,392,236
(2) Transferred Claims (From pension) 5| Head Office Daita Dormitory Setagayaku 836,863 | 237,000,000| 237,836,863
Based on Item 3, Paragraph 1, Article 7 of the Supplementary Provisions of the Japan 6| Head Office Umegaoka Dormitory Setagayaku 36,305,631| 226,000,000| 262,305,631
Housing Finance Agency Law (Law No. 82 of 2005; referred to below as JHF Law), the 7| Head Office ‘Shoan Dormitory Suginamiku 23,592,239| 202,000,000 225,592,239
balance of claims transferred from the Welfare and Medical Service Agency are recorded. 8| Head Office ‘Asaka Dormitory ‘Asaka City 103,703,270| 104,000,000| 207,708,270
(3) Gains and Losses from Deferred Derivative instruments 9 Tokai Kam.ia Dormitory N?goyaC\ty,vCh\kuséku 17,218,762| 80,000,000 97,218,762
. ) } . R 10| Chugoku Sanjo Dormitory Hiroshima City, Nishiku | 26,867,714|  62,300,000| 89,167,714
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 1] Shikoku Saiho Dormitory Takamatsu City 9,599,007) 27,500,000) 37,099,007
Japan Housing Finance Agency (Ministry of Finance and Ministry of Land, Infrastructure 12| Kyushu Nishijn No.2 Dormitory | Fukuoka City, Sawaraku 1,859,670| 53,400,000 85,259,670
and Transportation Ministerial Ordinance No. 1 of 2007) are deferred. 13| Minami-Kyushu | Suizenji No.1 Dormitory | Kumamoto City, Chuoku| ~ 47,095,148| 50,000,000 97,095,148
14| Minami-Kyushu Obiyama Dormitory Kumamoto City, Chuoku 19,325,065 23,600,000 42,925,065
2. Matters Relating to Statement of Cash Flows Total 605,101,614 | 1,689,100,000 | 2,294,201,614
(1) Breakdown of closing balance of cash on the balance sheet by item (Note) Book values at the end of year are recorded as the date of abolishment is not fixed.
Cash and due from bank :  ¥324,241,880,477
Closing balance of cash | ¥324,241,880,477 6. Financial Products
. . (1) Matters Relating to the Situation of Financial Products
) Matgnal Non-cash Transactions . ) a. Policy on Financial Products
During FY_ 2013, t_he _v_alue of newly—recordeq assets and liabilities related to finance To support financing of private financial institutions providing monies required for housing
leases, which are significant non-cash transactions, were both ¥1,583,315,524. construction, JHF conducts loan assignment business. JHF also conducts lending
) L B . business to provide financing for constructing disaster mitigation building and to
3. Matters REIat'",g to Stat.emen.t of Admlnlstrfatlve C?St Calcu!atlons . . supplement lending of private financial institutions. In order to conduct these businesses,
The expected increase in retirement benefits not included in allowances is related to parties the agency raises funds by issting FILP (Fiscal Investment and Loan Program) agency
seconded from the cen_tral governmept. bonds and borrowing from financial institutions as well as Fiscal Investment and Loan
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, 2014
Retirement benefit obligation (A) £ 41,417,279,750
Pension assets (B8) 12,188,941,193
Unfunded retirement benefit obligations  (C)=(A)+(B) A 29,228,338,557
Unrecognized prior service obligations (D) £\ 2,385,677,064
Unrecognized actuarial differences (E) 3,114,696,121
Net amount recorded in balance sheet (F)=(C)+(D)+(E) £\ 28,499,319,500
Prepaid pension costs (G) 0
Reserve for retirement benefit (F)-(@) £ 28,499,319,500
(3) Matter Relating to Retirement Benefit Expenses
(Unit: yen)
Category From April 1, 2013 to March 31, 2014
Service cost 688,461,185
Interest cost 586,163,246

Expected return on plan assets

of prior service £ 243,144,400
Amortization of actuarial differences 687,538,195
Other (such as extra retirement benefit) 0

£ 282,855,422

Net pension expenses 1,436,162,804

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

Category
a.Discount rate 1.4%
b.Expected rate of return 2.5%
c.Method for attributing the projected benefits to periods of services | Straight-line method
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.)
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.)

As of March 31, 2014

e.Amortization of recognized actuarial differences

(Note) As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of returning future subrogated portion of
employees’ pension fund.
In this relation, an estimated profit will be ¥11,852,452,739 when applying Section 2 Chapter 44 of the “Practical Guideline
on Retirement Benefit Account (mid-term report)”, published by the Japanese Institute of Certified Public Accountants on
September 14, 1999 (the Accounting System Committee Report No. 13)), assuming that ¥7,192,956,275 of the amount
equivalent to the return which was measured at the end of the current business year (the minimum policy reserve) was repaid at
the end of the said business year.

Program.

b. 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 executive 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. As JHF’s overall risk management, financial resilience
to both credit risk and asset liability management risk is verified by conducting a
lifetime income simulation with both risks taken into consideration in a cross-
sectional way, based on the same cash flow scenario incorporating interest rate
scenario and probability of default scenario.
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.
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(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
JHF has established its risk management division, which is independent from the
funding management division, to set up the counterparty credit risk management
indicators and implement monitoring. As to monitoring activities, the credit risk
management methods have been established for issuers of bonds held by JHF, the
financial institutions that are counterparties to interest rate swap transactions, etc.

d. Supplementary Explanation on the Matters Relating to the Mark to Markets of Financial

Products

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.
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.

(3) 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

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).

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.

7. Securities
(1) Securities held to maturity

(2) Money in trust
(3) Securities

(4) Purchased loans

(5) Loans

711,692,444,543 715,687,830,963 3,995,386,420
1,137,041,252,204
1,058,000,000,000
10,981,806,469,178
£ 60,731,571,072
10,921,074,898,106
15,419,090,417,422
£\ 295,196,990,654
15,123,893,426,768

1,177,383,455,611 40,342,203,407
1,058,000,000,000 0

Securities held to maturity

Other securities

Reserve for possible loan losses (*1)

11,188,068,940,827 266,994,042,721

Reserve for possible loan losses (*1)

16,533,891,915,054 1,409,998,488,286

(Unit: yen) (Unit: yen)
Book value on the N ” Book value on the . "
balance sheet Market price Difference Category Type balance sheet Market price Difference
(1) Cash and due from banks 324,241,880,477 324,241,880,477 0 Government bonds 394,486,456,414 415,584,550,930 21,098,094,516

Securities whose Municipal bonds

161,730,022,137

171,457,281,360

9,727,259,223

market price
exceeds the book
value on the

Government
guaranteed bonds

30,753,922,198

31,694,714,800

940,792,602

balance sheet Corporate bonds

237,778,405,820

248,822,172,000

11,043,766,180

Subtotal

824,748,806,569

867,558,719,090

42,809,912,521

Securities whose

market price does
not exceeds the

book value on the guaranteed bonds

Government bonds 421,914,908 420,702,800 1,212,108
Municipal bonds 33,148,388,982 33,130,106,901 218,282,081
Government 120,606,467,328 120,592,121,500 £ 14,345,828

balance sheet Corporate bonds

158,115,674,417

155,681,805,320

A 2,438,869,097

(6) Claims for indemnity (*1) 4,700,490,638 4,700,490,638 0
(7) Transferred claims (from pension) (*1) 89,411,226,099 97,509,772,950 8,098,546,851
Total assets 29,370,055,618,835 31,099,484,286,520 1,729,428,667,685
(1) Borrowings 13,201,739,696,000 14,167,594,400,048 965,854,704,048
(2) Bonds (*2) 14,273,287,267,333 14,918,714,415,898 640,427,148,565
(3) Accounts payable 200,212,240,000 200,212,240,000 0
Total liabilities 27,675,239,203,333 29,281,521,055,946 1,606,281,852,613
Financial derivative products (*3) (8,348,298,831) (8,348,298,831) 0
Total financial derivative products (8,348,298,831) (8,348,298,831) 0

(*1) Amounts of general and individual reserves for possible loan losses for purchased loans and loans are deducted. Since
reserves for possible loan losses for claims for indemnity and transferred claims (from 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) 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.

(Note 1) Method of Calculating the Market Price of Financial Products

Assets
(1) Cash and due from banks

Subtotal 312,292,445,635 309,824,736,521 £ 2,467,709,114
Total 1,137,041,252,204 1,177,388,455,611 40,342,203,407
(2) Other securities
(Unit: yen)
Book value on the -
Category Type Dalance shoet Acquisition cost Difference
Book Value on the
balance sheet does not Other 1,058,000,000,000 1,058,000,000,000 0
exceed acquisition cost

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

8. Material Liability Incurring Activities

There is nothing to report.

9. Important subsequent events

There is nothing to report.

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 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.

(4) Purchased loans
The future cash flow of purchased loans was estimated in terms of their type, borrowers
and maturities. The future cash flow 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.

(5) Loans
The future cash flow of loans was estimated in terms of their type, borrowers and
maturities. The future cash flow 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.

(6) 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.

(7) 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 cash flow 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.

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
Cash and deposits
b) Book value
Cash and deposits  ¥1,227,256,483

(2) Cause of becoming an unnecessary asset
For the execution of capital, etc. by FY 2012, based on the future expected business
volume, it was found that the above assets became unnecessary to conduct the business
without uncertainty of future business.

(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) Amount paid into the national treasury
¥1,227,256,483

(5) Date of payment into the national treasury
December 12, 2013

(6) Amount of reduction in capital
¥83,530,000




Securitization Support Account

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

In FY 2013, the loan purchasing account posted a gross profit of ¥59.4 billion, an increase of ¥33.8 billion from FY
2012. This was a result of an increase of ordinary income according to the increased outstanding balance of purchased
loans, a decrease in provision for reserve for possible loan losses, and other factors.

The net loss of the MBS guarantee account was ¥2.2 billion, a decrease of ¥3.5 billion from FY 2012. This was a result
of an increase of policy reserve due to the change in its calculation method.

As a result, JHF posted a gross profit of ¥57.2 billion in the total securitization support account.

Balance Sheet

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 | FY 2013
(Assets) (Liabilities)

Cash and due from banks 278,637 91,727 | Loans from other account 684,601 724,979
Cash 1 1 Long-term loan from other account 684,601 724,979
Due from banks 247,824 48,522 | Bonds 9,242,010| 10,166,138
Agency deposits entrusted 30,812 43,205 Mortgage-backed securities 7,905,481| 8,661,772

Money in trust 514,044 460,200 General lien bonds 1,172,902 | 1,249,199

Securities 431,938 667,788 Housing land bonds 163,804 255,321
Government bonds 152,874 142,505 Bond issue premiums (2 ) A1TT7 A 154
Local government bonds 71,784 86,156 | Reserve for insurance 11,613 12,791
Government guaranteed bonds 7,122 9,237 Reserve for outstanding claims — 23
Corporate bonds 180,159 187,890 Policy reserve 11,613 12,768
Certificate of Deposit 20,000 242,000 | Subsidies payable, etc. 509,046 455,011

Purchased loans 9,982,719 | 10,981,806 f‘:f:c'ﬁ:te;giﬁbs'; ;°fri::r‘:;9e"°y measures | soe838| 450,976

Other assets 298,862 242,719 Subsides payable for securitization business 107 =
Accrued revenue 10658 10474 Subsidies g;‘g‘:‘tt"sz‘r"irg’:‘r_‘;“l]:;'t‘;{"hzﬁ’s’i‘:“:: - 2,009
Financial derivative products 240,176| 191,304 il::?::ﬂrl%sl222'::?::;?::&9:}2%’ 3:::;';‘9: 2,101 2,026
Financial derivative product loss carry forward 44,744 39,647 | Other liabilities 490,271 426,691
Accrued insurance premiums 26 33 Accrued expenses 11,529 12,465
Other assets 2,821 662 Financial derivative products 250,029 199,652
Accounts receivable for other accounts 437 600 Financial derivative product gain carry forward 11,987 10,609

Tangible fixed assets 34,621 33,258 Accounts payable 212,936 200,212
Buildings 15,669 15,616 Other liabilities 2,856 2,690
Accumulated depreciation ( 2) A 3,842 A 4,291 Accounts payable for other accounts 933 1,064
Accumulated impairment losses (2 ) A 29 — | Allowance for bonuses 247 279
Land 22,048 19,360 | Allowance for retirement benefits 12,971 13,560
Accumulated impairment losses (£) A 448 — | Reserve for mortgage transfer registration 400 124
Construction in process account 86 488 | Guarantee obligation 214,036 190,420
Other tangible fixed assets 1,843 3,316
Accumulated depreciation (2 ) A 704 A~ 1,231 Total liabilities 11,165,195| 11,989,993
Accumulated impairment losses ( 2 ) A =

Guarantee obligation reversal 214,036 190,420 (Net assets)

Reserve for possible loan losses ( 2 ) 64,140 A 60,799 | Capital 516,121 550,548

Government injection monies 516,121 550,548

Capital surplus 394 A 391
Capital surplus 54 A 391
Accumulated impaired loss not included in 2 448 _
profit and loss (&)

Surplus carried forward 9,797 66,968
Voluntary reserve fund - 9,797
Unappropriated profit 9,797 57,171
(of which, gross profit) (26,887) (57,171)

Total net assets 525,523 617,126
Total assets 11,690,718 | 12,607,119 Total liabilities and net assets 11,690,718 | 12,607,119
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Income Statement

(Unit: million yen)

Cash Flows Statement

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 FY 2013
Ordinary income 242,465| 261,893 I Cash flow from operating activities
Income from asset management 177,286| 188,707 Outlays on the purchase of loans AN 2,274,938 | A 1,867,994
Interest on purchased loans 170,631 182,032 Outlays on personnel expenses A 4,240 A 4,748
Interest and dividends on securities 6,600 6,640 Outlays on insurance 1,283 1,488
Interest on receivables under repurchase agreement 17 6 Other operating outlays 17,953 A 19,577
Interest on deposits 37 29 Income from collection of purchased loans 797,735 845,546
Income from underwriting insurance 2,376 354 Income from interest on purchased loans 169,950 182,214
Net insurance premium revenue 312 354 Income from insurance premiums 314 347
Reversal of policy reserve 2,064 - Income from other operations 1,399 1,170
Income from service transactions 23 20 Income from treasury subsidies 9,494 14,588
Guarantes fee 28 20 Outlays on the repayment of treasury subsidies £ 489 107
Other subsidies 62,133 72,063 Subtotal 1,320,011 A 850,049
Subsidies for emergency tofacilitate housing finance | 56,596 57,500 Interest and dividends received 60,554 63,452
Subsidies for securitization support business 5,446 = Interest paid A 212,166 A 215,447
Subsidies for promotion projects for development of high-quality housings - 14,487 Cash flow from operating activities | ~~ 1,471,622 | - 1,002,044
Subsidies for emergency measures including loans for recovery from disasters 91 76
Income from other operating activities 97 39 Il Gash flow from investing activities
Contract termination fees o7 %9 Outlays on acquisition of securities (bonds) I\ 47,489 A\ 32,066
Other ordinary income 549 710 . N
Gain on writlen-off claim recovered 5 o8 Income from redemption of securities (bonds) 17,820 17,950
) . Income from sale of securities (bonds) 8,180 -
Other ordinary income 545 682 . " " .
Ordinary expenses 215,691| 204,995 :‘Aetl:;i';f:s'?‘::::;:;es (certficates of deposit) £A20,000| A 222,000
Fund raising expenses 148,124 s ecy Outlays on acquisition of tangible fixed assets 69 A\ 563
Interest on bonds 143,812] 152,923 Gain on disposal of tangible fixed assets — 2,265
Other interest paid 400 297 Outlays on the increase of money in trust A\ 3,942 -
Interest on loans of other accounts 3,912 5,087 Income from the decrease of money in trust 56,083 57,616
Insurance underwriting expenses 1,283 2,666 Other expenditures N _
Net insurance paid 1,283 1,488 Other income 0 0
Provision for reserve for outstanding claims - 28 Cash flow from investing activities 10583|  ~ 176,798
Provision for policy reserve - 1,155
Service transaction expenses 13,044 14,176
Service expenses 13,044 14176 II Cash flow from financing activities
Other operating expenses 12,729| 9,961 ::::::;:’:;'::;3“” of bonds (after deducting 2,127,049 1,684,109
Amortization of bond issuing expenses 6,743 5,281 Outlays on redemption of bonds A 733,672 A 765285
Financial der.ivatives expenses 5,055 3,923 Outlays on the payment of lease obligation A 301 A\ 557
Other operational expenses 931 758 Income from government injection monies 49,803 34,511
Business expenses 9414 3,894 Outlays for payments to national treasury
Business expenses 9,414 9,894 concerning unnecessary assets 48,157 2Tl
Other ordinary expenses 31,008 10,041 Net change in short-term loan from other accounts _ _
Provision for reserve for possible loan losses 29,249 7,296 (2 indicates negative)
transfer botween accounts o o oeeg 692 i inoome from borrovings oflong-term oan from 154,458 184,800
z‘;::::';i:’arr;e::;::;mmgage transfer registration 1 éf 2’222 :)::I:::ton repayment of long-term loan from other _ A 144,422
Ordinary income (or loss) 26,774 56,898 Cash flows from financing activities 1,589,181 991,933
Extraordinary gain 118 336
Gain on disposal of tangible fixed assets - 1 IV Increase (or decline) in cash 128,141 £.186,910
Other extraordinary gain 118 335 V Opening balance of cash 150,496 278,637
Reimbursement from insolvent customers by restructuring plans 118 335 VI Closing balance of cash 278,637 91,727
Extraordinary losses 4 63
Loss on disposal of tangible fixed assets — 63
Impairment loss 4 =
Net income (or loss) 26,887 57,171
Gross income (or loss) 26,887 57,171

Statement of Appropriation of Income

(Unit: million yen)

I Unappropriated profit
Gross profit

II Appropriated profit
Voluntary reserve fund

57,171

57,171

57,171




Statement of Administrative Cost Calculations

(Unit: million yen)

Item FY 2012 FY 2013
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 148,124 158,257
Insurance underwriting expenses 1,283 2,666
Service transaction expenses 13,044 14,176
Other operation expenses 12,729 9,961
Business expenses 9,414 9,894
Other ordinary expenses 31,098 10,041
Loss on disposal of tangible fixed assets — 63
Impairment loss 4 —
Subtotal 215,695 205,058
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management A 177,286 A\ 188,707
Income from insurance underwriting A 2,376 A 354
Income from service transactions, etc. AN 23 A 20
Income from other operating activities N 97 A 39
Other ordinary income A\ 549 AT10
Loss on disposal of tangible fixed assets — A
Reimbursement from insolvent customers by restructuring plans A 118 A 335
Subtotal 180,449 190,167
Total operating expenses 35,246 14,892
II Impairment loss not recorded in income statement 12 =
II Other than difference on sales not recorded in income statement A 435 444
IV Expected increase in retirement benefits not recorded in allowances 3 A5
V Opportunity costs
Opportunity costs related to items such as central and local government injection monies 2,899 3,452
VI Administrative cost 37,725 18,782

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.

o

o

o

a

(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.

(8) 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.
As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of returning future
subrogated portion of employees’ pension fund.

(4) 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).

o

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).
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.

. Method for Valuing Financial Derivative Products (Derivative Transactions)

The market value method is applied.
. 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.)
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 2014, 0.640% 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.

>

o

=3

~N

@

©

63

dHr noqy

L

o
=
o
]

g 4Hr jo sjieled

ssaulisn

Ly
5
o
3
Q
=
O
o
~
o




Not

es (S

ecuriti
itization S

uppo

rt A

ccou

nt)

o 1. M
attel
o (1) P Relati
c Gollate ing to
olateralize the
= has d Bal
Th sed As: lan
e am loar sets ce S|
(= ) Fom o heet
X Finan (overal f asse entrus|
Financia De Il agen e s
M Acc es and rivative cy)- teraliz ollater
(Mi ount profi e Pro  collateral fo
inist ing it on i duct and thi r Mo
of 2 try of and Fi intert Profi for mortga
2. M 007) a,eFi"anc;"anc:ss‘ rateltsa"‘d Los ount f,el_backe "
- Ma carri al Wi S iabili
P tirs et arried fcnncljv Min?sf( P Stipaa’ry o abn.ﬁeserICUrmES
A ate ) t rti coll
. © Ciosi and d f closi ment '"frasw"f Ope|°|e12 lateral
L ) Mat e'?g bal :: from"bQ ba,agf Cash F cture a:,a"Onsotf, the Mil are desc 6. Fi
- Duri ial N <o of ank - ce of low: d Tr y J inisteri ribed nanci
urin on- foash - 9 ca s rans| apa erial in (1) cial P
Slgni'.g FY 20 cash Tr sh - 1,7275h on portati n Ho Ordin Matt rodu
3 ican! 12 ran: o1 ,09 the b ion Mi usin anc M ers R cts
. Ma t ne , the sacti 727, 0,76: alal ini g Fi e R @ att elati
ter o12, e va 1,727,090 5 e intorl Ol elate ) The valua ating
:he exspRE'atin o tran: of newl 762 sheet by i a1 Orcinan Age: to maerk"f‘luelsa ting ut,o the Sit
rom thee(;@d i?‘ to Stat actions, ly-record item nce N°C¥ et valu of maj;he Swtu:?ﬁ" nof
c c el 5 W e - e il i .
4. Ma entral greasE ime"' of ere bOthd asse s and di f|nanc_lon of f-F'”anC-
itten ovel n reti Admi ¥ ts al 1) iffel ial inanci ial P
d s R rnm etirel mini 1,58 nd li Cas renc prod ncial rod
) 2"erviaﬁ”g © ent. ment b::"a‘iVe o 3,315, 5"234bi|i(i os @) Mo h and du es betw:cls OHProduC‘:Cts
w ) nefi g T ney i e fi o fivarions
6| @) pelrl\l: p'sh?r'n!hefeh{e'nem B e "°??rt| Calculati . elatedtof @ Se‘:ueriyfln frust om banks Book e b::kba'air: describ
Matf ion pl reti irem enefi clude ions nance Se les value valu e she ed in
ho ters plan. remel ent B fits d in lea: curiti onthe es a et a Not
(=4 Relati nt b enefi allow. ses, whi ot ies h balan re outli s of es (0!
o ating t eneit an Plan ances i which @ her seo eld to m 9172 ce sheet lined bthe e,(l verall
9 Retirom: o Retirem and em s is relat are Purchas durmes aturity 460, 197,090 o v elow. d of thﬁ;gency)
Pensi ent ber ent ployes ed t Res ed loar . 9,534' arke ) fisc: -
siol nefi Benefi e o parti erve f ns 73 st p al
Un n asset: it obligati Categ nefit Obli pensiol parties for possibl 42 0 91 ree year, th
funded s ation ory ligati n have secon: Total le loan 5,787, \727,0 eir
Un reti ions © bet ded I ass losses (* 242 506, gy 90,7
N recogni irement b en estal ) Loa ets s (1) 10,98 000, 000,431 909,633, 62 Differ: (Unit:
2 ) , X :
nrecog ed prior enefit of ® blished (2) Bo ns from A 1,806,4 000 4 /869 enee e
Net am nized act service bligation ® as a defi @ A nds (°2) other acc 10 s, 69176 50277,3
Propai ount recor varial diff obligation: S - efined b Tc‘aCC"“ms ounts 12,921 0741571 072 242,000'010.390 3.710,00 0
Hes:ld pension rded in n;re"CGS s (D)*(A)Jr(B) As of M enefit Final 'lab,lme:ayame 140789 293,106 000,000 2 9,139
rve f co lance rch ncial 72: ,030, 4,4
o or retire sts e sheet ® 31,201 (Unit: Total fi Gerivat 101 4,979.13 ,079 1118 89,803
77777 ) ement by ® 4 it: yen) oA inancial o ve prod 166,137.7 5,634 12'4 5.0650 909
. Matter R enefit (G:(C) ‘o) 19,7063 @ Amounts of gerivanve ucts (3) = §00,212-21 7,269 '725.932 9‘7’0,827 0
elatin ) +E 341 e pond ener prod 091,329 0,0 6290, 5,84
O g t ) 5,79 ,705 Jiat value: issu al and ucts 1329, ,000 10, ,294,5 8 2
Servi 0 Reti (- ~ 9,498, bilities fteamobs indi @ ,096, ,585,5¢ ,551,4 66,99
P ice irem @) 13,90 219 ues of financi ind individual ,348,2 103 200, 93,494, 10 295, 4,04:
Int cost ent B 1 6,84 (N ffinancial de o losa i ®3 ,298,8 00212, 94,16 95,19 2,721
- eres enefi 1 3,4 ot y trar rivati s o ,348, 831 1 ,212; 7 3,9
S Expec: ZOst Category ofit Expens ‘-125,105 132 (Note) Method of nsactions g,ogggmgg{ l:ﬁss‘b‘:%,&g.]i '5(22,100 ;‘;0,000 41 ;,31 SA;'EJGQ
o Am ed ret es Ty 1072, ( of Cal s e aras 5,398 5,577 455 576
ortizati urn o 135 2,41 ) Ci culati s s ar sses 298, 776,
- A atio! n pla ,559, 4 ash ing ona sets e subt or pi (8,34 ,831 ,898
) omo"i“tnc: ot o assets = ooz p e o the Mark ¢ e "::"‘t"‘:?i"u'rr%hr?ed \02'298'331: T
t s d tior m 976 ey i , th s h ric ed e
pensit extra iffer ns Ap! ,220 The int e b ad e of them bloc the d. 0
on exq retire ences ril 1, 2 @ s oy I st ks haa o i Fina n bloc. The balan
() pen ment 2012t he market pri 19 10 fed ncial oc. The chan ce sh )
(4) ses 1t benefi o Ma Th e price was maturi Pro negati ges i et
o Mat nefit) rch 3 (Unit: e m was appli urity duct: othe vall
ter 1,2 : ye rele: arke bas: plied dat s ihe ftem s in
(‘<D s Relating t 320714 n) @ Valua:ed b; ip'ice oo ed on valu as the ff;aazd the alues of assets/
a.D o Basi 56 Pu , sinc ndu: o es rket pri may ed in
i asi 9, it st nd provi P rk
- 5 iscount I is for C: 278 8 832 The hased they h: ry grou s was vided rice. et pric
> - Expect rato ategory alculati 2104 96,473 caSthlu,e é°ans o a shon Th based by cou e was
Q c. Met ed rate ing Reti ~ 4,582,6 to ¢ flow Wash flo ort Conte mark on ma nterpart close t
hod of re irem 115,688, 10 ot w of rac et pri rket pri y fin o th
35 period: for attril turn on ent Be 5 ,688,10! Regard‘late th then d f loans t period ice of price: ancial i e book
faaier of il proj i 1 ati ' ot T 0 e unted ata ated i o orang s.
ities years jected 4% ons, bal int fr def: of borro\ rate in t rket dej quotati
for di benefi  etc. 640, 0 X ance om ault, orrow that erms price posit ation
-~ . disposal of efteto ;5% As of March 691,743 L'a‘bilitie:\ccur‘f'insg’;eet . yﬁ°"5€; oot o o oo oo was cose N DY market
. Am past rai 31 “ y, st e fi al al m of ult, appli pe, to tl ated m
-- ortizati servi ight-l , 201 ) Lo uch fiscal nd gu loar , Subsf plied to borro he b by aker.
— o 10 e method 4 o from o price sy enda;ﬂnte: ':ﬁsestaw"ﬂauy e S a simiar and o0k Va&e book
O gnized 10 years @ e ot ther a pplied e catima tally defaune ors and matuit -
o actuarial bl Comépast sorv ) B°ndy ol’igir:: ?Unt OC'COuntS as the rsstima{ket Priémateddbbofrow Y DurCh';'es, The
—~ N differ th ainin equall ice li Th N ed | princi arket ed sul e wa ased ers a sed m utur
Q ote) As of rence elimeg numby over abilities ince price: oans to°'Pa| a price. m of I s clo: on nd b ortg: ©
. nd i . [of se an ol a
= ﬁ‘m(h"’ye'e/;p“' 1,201 ;g Yearslhe liabi?i;; f W;i;’ nu;r;erecwde Fﬂrluhdlng :uzf mort calc“'aﬁi ;"feres‘ o loSSeLO the ":: pe(;c’e‘ZErs with ”
7 o R':t‘free\anzi"sbn 3.t s caualy > foouel d‘“'s Lorking years rof yeafsas P @ X)an‘;zvsing otation g;ge back Mmoot dise : of the v';coVErgit?h
o epte ot Benett ter of the er of ot o ) he di of th ses cco simi bo mark ed pri ounty ue le
cau trement Ben timate Heal nber of workd ferences ar > of the aver Th unts ilar b nds, S reore ) - ce. ed at on th
— the ea‘e"'t 14, 19”“ Ac d pro h, Lab generat oy e vons o i t e term payabl ond i , estim: akers, rities ara N
nd o the 99 (t count fit will our ar ted year ears of year: rded mplo o th wh le issue ated , rele: and te th:
I 5 of the s: return he Ac (mig- I be ¥ nd Wel ) after th f the s of th as ex; yee at e book en th 1o cal futu ased genel at wo
. Imy aid b hich -term 5,639, Ifare e b  direct e ave pens . val e ou lcul: re ca: by ral li uld
T pai usin h w ting ey 397, app using or era s or i Fin: e, tstar late t sh fl indu: ien be
Ass irmel ess as m Syst port)”, 013 roved ess or e ge rer ¥ in y anci , the ndi he lows stry bol appli
ets i nt lo Yoar em C pub wh exel year mplo i Fina ial deri book ing mark S W gro nds ied
n I inwl 0SS Ol red at omi lish en aj mptiol that yee ing o ncial rivati val paym et pri ere di ups. wer to si
ndic: hich i n fixe it the mitte ed by pplyi n of the di starti alc | deri tive ue ent price. isc - e ba: imil:
ati ed el e y the in returni iffe in, ulal rivati pra wa Wi 3 oul S ar
w o) "mpsimers oo 2 2 Spoled 2 mar S,
ar al is i Tl I e anci on di u s wi al
A e bet e by Vear (ther th ertif the portio calc ial deri ative cash Ute: ve. nd th uld b ’
= genc: en Oy hed by ogni (the mi at ¥3, 4'ed he Pract n of 7 ulated rivati prod foomes ar - e m e appli
5 desiyb"anc rdinar y FY 2Zed si inimum 22,401 blic ical Gui . Securt basex ive prox ucts . © an ints arket plied
1 aon AR nce t A ideline i AR t price
8 s K,.a_Kan:’“ o ntained ';r?!e‘r":riwp'oye Y 'eSErv;)"w':e ants ) Securitie d'sCou:tJ:F - o swap was very ol
i o lesi ry m: , the: e s repai ”nt C s h as ut o
2 5 ;"a"(amo = ionation a"agejesdf’r&i){mitorie epaid at ategory old to mat At ani . se
ita-| un D ,s0i ories s i urit . int t. Th
: Headg:"’ MMma’”"Ch:rmi"’ry Location mpai'mser:'ta":'tl?r? below ( iecufities T : t-rate swi e market p
i inami Dormi is ctio bui ark whos G pe ap rice
Hea ice i-ch rmitor M not ns uildi e et pri se oV wa
d 0 N ry laebashi rec pu in XC rice ern s
S Head gme Waka"‘a's:s Dormitery Maeb:% Oty Buildings, B OQ"iZeLSua"‘g o e oxoeads e bo Z“"‘Eipma‘em bonds Book valuo t. The
ic D: ormi sshi Ci , et ook ) eir bal n th ok |5° bol alar on't marl
5 :eﬁd oﬂ,CZ Um:;"a D°""*to,|y(°'y Masbashi C‘It(; 21 867 0:7 Lar“’:‘ue it yer fance sheet gu::r':‘mem nds lance > onihe et price w
le: jaol Sinj i ~ - yen) e | a
9 ad Office Shoar ka Dormito S injyukuku 82'137'907 42,800, ) Garpora(Ed bonds 82,323'253-834 Market °
10 Tokai n Dormi ry etaga ,301 5 ,000 Total Subt e bond 7,796, price
“ I i ‘Asaka Dt itory Set yaku 161.3 ,005 1,300,0 o market whos: G otal s 91 ,066 154 v
- 1 ugok 2 ormi aga) ,392,2: 44 ,000 667, doe: price o poover ,184,5: 805, nit:
=. o u anda itory g yaku ,236 200, 106 ,097 s not v nment 3 46,421 88, ,332,7 Diff 1 yen)
2 12 KhIKOKU o Dormitory :g‘"a'“lku - 836,863 285 Ooovuno = 237,907 ::e book exceed Gu"i’:ipa\ . bonds 3421055 — 1426 ’285,635'330 ifference )
13 yush rjo Dorm N saka G 305 237, 000 4,501 e bal value overnmi onds 76,180, 7,311 96 360 2
= ] Minamic u v Saiho Dor itory jagoya Ci ity 23.59: 631| 2 /000,00 646.3 ,005 lance sh on g”aranteen " 0,698,6: 03,971 722,043
o) 2| Minar i-Kyushu jshiin No rmitory Hiroshim iy, Chikusak 103,7 2,239 26,000,0 0 237- 92,036 cet | COMPOTa ed bond: 3 21'9141937 1294710 ,500 5,427, 889,396
- mi-K Sui 2 Do a Ci u ,703,2 202,000, 00 836 su te b s 257,955, 08 402,166, 52 889,294
m' yushu izenji No. rmitor Takar ity, Nishi 17 ,270 000,01 262, ,863 btotal onds 953,01 166 ,000 419
— (Note) Book Obiyama‘; Do’"‘ilo':, F“kuokargats” City L 26@?‘752 104"’01;020 225?5'63‘ (@) Others o 52,099 108 420 331 59 741 425,074
Vi i . i g il -
o P Totmm“ oy ;"’“am%‘z Sawaraku s 59;714 :0,000 Uog 207 732.239 5°0k — Catege':u”“es is,aa o 62 3,286, Goivzﬂu 25 932’98{689
end al um iy, C 599,00 2.3 - 703,271 oK e ory 9,606, 761 1500 985,342
P_’h of year are re amoto City, C:“Oku 41 859, 67; = 522,000 §7,21s 762 None ::‘ o on e balane 25 723%7,55 - 52,086,500 AA 11212353
o ] . \ , - 787, : XT
] orded as e e 91677 the book sheet T 506,481 351,86 sis 506
the aate 19'325'0 I 00,000 o7.000 “ 8. Mat values o £ 448"11 262'000 L
of aboli 60! ,065 ,000, 5' ,007 Tl erial Li n the Oth Book 50, ,268,8 A2
olishment i55,101 614 23.600'000 9§I259'670 9 here is h‘;ﬁ”i‘v In balance sh il value on the 277,310 322 2 1,482,97 002
not fix 1,68 ,000 09! . M: in curri eet - 1,4 978,74
ed. ,689, 5,1 al g to in xCe 24 1495, ,766
) T00.000] 2 s - Material Subs uring Activiies p— 2,000,000 SEE
2042 X is nof .equ ition ,000 it ,803,9
,201,6 10. M: thing ent E cost cos! ,909
614 ateri g to vent: 242, it
ri re| s ,00 (Unit:
1) Oal Subs port. 0,000,0 Differ it: yen)
utline equ ,000 rence
a) Type of unnem Evel
Cash eCessa"‘S
b) Book and de ry assets i 0
@ C Cash value posits in relati
Fause and dej ion to wi
or th of be posi hich
 of beco osits p
fou exe min ¥ aym
f nd th: cuti g an 1223, ents
@) uture at th on of unne 575,01 were
Me‘hoguS‘"ese abov Capitalcess?"yy 05 made t
Paym of pay S. e assets etc. by asset o the nati
para 0 of payment ! < becan FY 20 ational
103 graph: o the into t me 12, by treas!
(4) Am of19951 and ”ationhe natio unnece ased ury
i B o). Dational re nal t csan to the
(5) 1,223, aid i the A asun reasul to o futu
Date of ,575'0’[‘)? the n ct on )(’;was nf]V onduct V‘eh expect
) AE,:?CemZayment. ational tre: eneral Sde na e busined busin
ount er 12 into th asu ules f ccord ess wil ess
Y83 5 of red- 2013 © nati ry for Inct ance ithout volum
530,000 ction in ional trea Orporat:g‘h the U”Ce:é it was
St i i
capital s Ad’"in\sstlp”'atio inty of
i n:
rative AS of At
gencies I(Ic_le 462
aw N’
0.

64



Housing Loan Insurance Account

In FY 2013, the gross income of the housing loan insurance account was ¥5.2 billion, an increase of ¥1.2 billion from

FY 2012. This was a result an increase in income from underwriting insurance due to an increase of reimbursement of

unused policy reserve and reimbursement of unused reserve for outstanding claims, net insurance premium revenue was

decreased due to a decrease of newly insured loan amount.

Balance Sheet

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 | FY 2013
(Assets) (Liabilities)

Cash and deposits 1,683 3,747 |Insurance policy reserves 56,812 51,783
Cash 0 0 |Reserve for outstanding claims 802 281
Deposits 1,683 3,747 | Policy reserve 56,009 51,503

Money in trust 49 — | Subsidies payable, etc. 23 =

Securities 128,41 127917 e facitate housing inance 23 -
Government bonds 51,652 51,597 | Other liabilities 181 289
Local government bonds 35,234 35,168| Accrued expenses 48 104
Corporate bonds 4,063 8,734 | Other liabilities 96 131
Certificates of deposit 31,792 32,417 | Accounts payable for other accounts 37 54
Certificates of deposit 7,000 — | Allowance for bonuses 16 18

Loans to other account 31,975 31,975 | Allowance for retirement benefits 842 872
Long-term loans to other account 31,975 31,975

Other assets 634 715 Total liabilities 57,874 52,963
Accrued revenue 337 334
Accrued insurance premiums 264 342 (Net assets)

Other assets 33 38| Capital 102,000( 102,000
Government injection monies 102,000f 102,000

Capital surplus 223 223

Capital surplus 223 223

Surplus carried forward 3,986 9,168

Voluntary reserve fund - 3,986

Unappropriated profit 3,986 5,182

(of which, gross profit) (3,986) (5,182)

Total net assets 106,209 111,391

Total assets 164,082 | 164,353 Total liabilities and net assets 164,082 | 164,353
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Income Statement

(Unit: million yen)

Cash Flows Statement

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 FY 2013
Ordinary income 8,630 9,154 I Cash flow from operating activities

Income from asset management 2,747 2,626 Outlays on personnel expenses A 301 A 337
Interest and dividends on securities 2,054 1,939 Outlays on insurance A 3,231 A 3,190
Interest on receivables under repurchase 3 0 Other operating outlays A\ 297 A 384
agreement Income from insurance premiums 2,953 1,488
Interest on deposits 6 2 Income from other operations 23 5
Interest from loans to other account 685 685 .

Income from decrease of money in trust

Income from underwriting insurance 5,842 6,523 accompanying the repayment of treasury — 0
Net insurance premium revenue 2,209 1,495 subsidies
Reimbursement of unused reserve for _ 522 Outlays on repayment of treasury subsidies — A 23
outstanding claims Outlay from transfer of treasury subsidies| 3040 _
Reimbursement of unused policy reserve 3,634 4,507 to other accounts ’

Other subsidies 20 - Subtotal AN4,794 | A 2,439
Subsidies for emergency measures to 20 _ Interest and dividends received 2,959 2,742
facilitate housing finance Payment to the national treasury A 2,123 —

Other ordinary income 20 5 ) L

Cash flow from operating activities| 2 3,958 303
Reversal of reserve for retirement benefits 15 _
accompanying transfer between accounts
Other ordinary income 5 5 I Cash flow from investing activities
Ordinary expenses 4,644 3,971 Outlays on acquisition of securities (bonds) A 312) 26,839

Insurance underwriting expenses 3,981 3,190 Income from redemption of securities (bonds) 3,640 1,550
Net insurance paid 3,231 3,190 Income on sale of securities (bonds) 22,183 =
Provision for unused reserve for outstanding 751 _ Net change in securities (certificates of A 7,000 7,000
claims deposit) ( £ indicates negative)

Service transaction expenses 3 4 Income from the decrease of money in trust 4,701 50
Service expenses 3 4 Cash flow from investing activities 23,211 1,761

Business expenses 659 667
Business expenses 659 667 I Cash flow pertaining to financial transaction

Other ordinary expenses — 111 Outlays for payments to national treasury A 28 591 _
Provision of reserve for retirement benefits _ 33 concerning unnecessary assets
accompanying transfer between accounts Cash flow pertaining to financial transaction| 2 28,591 =
Other ordinary expenses — 77

Ordinary income 3,986 5,182 IV Increase (decrease) in cash 9,338 2,064
Net profit 3,986 5,182 V Opening balance of cash 11,021 1,683
Gross profit 3,986 5,182 VI Closing balance of cash 1,683 3,747

Statement of Appropriation of Income

(Unit: million yen)

I Unappropriated profit
Gross profit

I Appropriated profit
Voluntary reserve fund

5,182

5,182

5,182




Statement of Administrative Cost Calculations

(Unit: million yen)

Item FY 2012 FY 2013
I Operating expenses
(1) Expenses recorded in income statement
Insurance underwriting expenses 3,981 3,190
Service transaction expenses 3 4
Business expenses 659 667
Other operation expenses - 111
Subtotal 4,644 3,971
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management N 2,747 2,626
Income from insurance underwriting 5,842 A 6,523
Other ordinary income A 20 A5
Subtotal 8,610 9,154
Total operating expenses A 3,966 5,182
II Other than difference on sales not recorded in the income statement 814 =
Il Expected increase in retirement benefits not recorded in allowances 0 A0
IV Opportunity costs
Opportunity costs related to items such as central and local government injection monies 672 653
IV Administrative cost 4,108 2\ 4,530

Significant Accounting Policies (H

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.
As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
returning future subrogated portion of employees’ pension fund.

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
Material No. 29: May 30, 2011). The above ministerial ordinance is Ministerial Ordinance

I

IS

o

rance Account)

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 2014,
0.640% 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 (Housing Loan Insurance Account)

1. Matters Relating to Statement of Cash Flows
Breakdown of closing balance of cash on the balance sheet by item
Cash and due from bank : ¥3,747,047,410
Closing balance of cash .  ¥3,747,047,410

2. 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.

3. 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

(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) Securities
The price of bonds was based on market prices, including quotation by market makers,
released by industry groups.
() Loans to other accounts
The total amount of principal and interests was discounted at a rate that would be applied
to possible similar newly originated loans to calculate the market price.

Other (such as extra retirement benefit) 0

Net pension expenses 40,581,408

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

Category As of March 31, 2014
a. Discount rate 1.4%
b. Expected rate of return on plan assets 2.5%
¢. 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.)
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

e. Amortization of recognized actuarial differences

is generated.)

(Note) As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of returning future subrogated
portion of employees’ pension fund.
In this relation, an estimated profit will be ¥362,685,054 when applying Section 2 Chapter 44 of the “Practical
Guideline on Retirement Benefit Account (mid-term report)”, published by the Japanese Institute of Certified
Public Accountants on September 14, 1999 (the Accounting System Committee Report No. 13)), assuming that
¥220,104,462 of the amount equivalent to the return which was measured at the end of the current business year (the
minimum policy reserve) was repaid at the end of the said business year.

>

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

(Unit: yen)
Book value on the Market price Difference
balance sheet
(1) Cash and due from banks 3,747,047,410 8,747,047,410 0

(2) Securities
Securities held to
maturity

(3) Loans to other accounts

127,916,620,711 136,678,648,600 8,762,027,889

31,974,764,420 35,548,668,879 3,573,904,459

Total assets 163,638,432,541 175,974,364,889 12,335,932,348

benefit pension plan. 5. Securities
(2) Matters Relating to Retirement Benefit Obligations (1) Securities held to maturity
(Unit: yen) (Unit: yen)
it As of March 31, 2014
n " " .Ca egory s of March 31, Category Type Book value on the Market price Difference
Retirement benefit obligation (A) A\ 1,267,368,760 balance sheet
Pension assets (B) 372,981,601 Government bonds 51,597,315,221 57,157,573,400 5,560,258,179
Unfunded retirement benefit obligations ~ (C)=(A)+(B) 894,387,159 rsnz‘;‘:;':'zfic":h"se Municipal bonds 35,167,733,810 37,754,430,000 2,586,696,190
Unrecognized prior service obligations (D) 473,001,718 exceeds the book G‘We'"'"e"tb 5 7,326,543,111 7,439,543,700 113,000,589
Unrecognized actuarial differences (E) 95,309,701 value on the onds
Net amount recorded in balance sheet  (F)=(C)+ (D) +(E) £.872,079,176 balance sheet | Corporate bonds 23,911,909,975 24,946,950,000 1,035,040,025
Prepaid pension costs @ 0 Subtotal 118,008,502,117 127,298,497,100 9,204,994,983
Reserve for retirement benefit F-@) £ 872,079,176 " Government bonds 0 0 °
Securities whose [ \nicipal bonds 0 0 0
market price Government
(3) Matter Relating to Retirement Benefit Expenses » does not exceed bonds 1,407,918,766 1,405,107,500 2,811,266
(Unit: yen) the book value on
Category From April 1, 2013 to March 31, 2014 the balance sheet | Corporate bonds 8,505,199,828 7,975,044,000 £ 530,155,828
Service cost 21,066,912 Subtotal 9,913,118,594 9,380,151,500 4\ 532,967,094
Interest cost 17,936,595 Total 127,916,620,711 136,678,648,600 8,762,027,889
Expected return on plan assets £ 8,655,376 R ) .
Amortization of prior service obligations 7,440,219 8. _I\rllhaterllal Llata!llfy:nCurrlnr? Activities
Amortization of actuarial differences 17,673,496 ré 1§ nothing to report.

7. Material Subsequent Events
There is nothing to report.




Account for Loans for Property Accumulation Saving Scheme-tied Houses

In FY 2013, the gross profit of the account for loans for property accumulation saving scheme-tied houses was ¥3.3

billion, a decrease of ¥0.9 billion from FY 2012. This was mainly a result of a decrease in income from asset management

in accordance with a decrease of outstanding balance of loans.

Balance Sheet

(Unit: million yen)

Item FY 2012 FY 2013 Item FY 2012 FY 2013
(Assets) (Liabilities)

Cash and deposits 8,126 6,361 | Borrowings 110,200 90,800
Cash 0 0| Borrowings from private institutions 110,200 90,800
Due from banks 2,265 1,881 |Bonds 485,254 400,330
Agency deposits entrusted 5,861 4,479 | Property accumulation saving-tied housing bonds 485,700 400,700

Money in trust 569 568| Bond issue premiums (A ) A\ 446 A 370

Securities 15,000 — |Subsidies payable, etc. 569 568
Certificates of deposit 15,000 —| Subsidies payable for emergency measures 569 568

including loans for recovery from disasters

Loans 602,437 517,535 | Other liabilities 193 182
Loans on bills — 30| Accrued expenses 128 85
Loans on deeds 602,437 517,505| Other liabilities 35 35

Other assets 773 570 Accounts payable for other accounts 30 62
Accrued revenue 757 564 | Allowance for bonuses 21 22
Other assets 15 6 | Allowance for retirement benefits 1,096 1,074
Accounts receivable for other accounts 0 0 | Allowance for refund of guarantee fees 755 583

Reserve for possible loan losses ( 2) AN 1,677 A\ 1,227 |Reserve for mortgage transfer registration 331 140

Total liabilities 598,419 493,700
(Net assets)

Profit surplus 26,809 30,108

Voluntary reserve fund pursuant to Section 2,
Article 18 of the Japan housing Finance Agency Law 22,576 22,576
Voluntary reserve fund - 4,233
Unappropriated profit 4,233 3,299
(of which, gross profit of the current year) (4,233) (3,299)
Total net assets 26,809 30,108
Total assets 625,228 523,808 Total liabilities and net assets 625,228 523,808
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Income Statement

(Unit: million yen)

Cash Flows Statement

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 | FY 2013
Ordinary income 11,131 8,242 I Cash flow from operating activities
Income from asset management 10,611 7,808 Loan disbursement 184 N\ 599
Interest on loans 10,601 7,802 Outlays on personnel expenses A\ 364 A 382
Interest and dividends on securities 2 4 Other operating outlays A1,128 A 880
Interest on receivables under repurchase 3 1 Income from collection of loans 105,273 85,386
agreement Income from interest on loans 10,864 7,995
Interest on deposits 5 1 Loan origination fees and other revenue 11 9
Income from service transactions, etc. 11 9 Income from other operations 13 30
Other operating income 11 9 Subtotal 114,485 91,558
Other subsidies 1 1 Interest and dividends received 9 7
ISul::‘su:lisrfor t‘elmerfg.:.el::‘:)::| imeatSl:res including 1 1 Interest paid A 5,688 A 3,832
o z;a S :_ eco 'ery ° sasters 509 o Payment to the national treasury A\ 28,743 =
ther ordinary income Cash flow from operating activities 80,063 87,732
Reversal of reserve for possible loan losses 440 335
Reversal of reserve for refund of guarantee fees - 39 1 Cash flow from investing activities
Reversal of reserve for retirement benefits . - e
. 57 34 Net change in securities (certificates of
accompanying transfer between accounts . - . A 15,000 15,000
deposit) (A indicates negative)
Reversal of reserve for mortgage transfer .
R . 0 4 Income from the decrease of money in trust 1 1
registration - . o
Gain on written-off claim recovered 4 4 Cash flow from investing activities | 2 14,999 15,001
Other ordinary income 8 7 . . o
Ordinary expenses 6,899 4,943 II Cash flow from financing acthlTles
Fund raising expenses 5,906 3,996 In<.:ome.fr0|:n ang-term borrowings from 110,200 90,800
private institutions
Interest on borrowings 1,839 1,558 .
Outlays on redemption of long-term
Interest on bonds 4,058 2,428 borrowings from private institutions £122,200 EyRLREES
Interest on other account borrowings 9 9 Income from issuance of bonds (after
Service transaction expenses 255 225 deducting issuance expense) 86,773 st
Service expenses 255 225 Outlays on repayment of bonds A 141,500 | A 139,400
Other operating expenses 11 8 Cash flows from financial activities| A 66,727 | A 104,499
Amortization of bond issuing expenses 11 8
Business expenses 703 694 IV Increase in cash 1,663 A 1,766
Business expenses 703 694 V Opening balance of cash 9,789 8,126
Other ordinary expenses 24 20 VI Closing balance of cash 8,126 6,361
Provision for allowance for refund of 24 _
guaranteed fees
Other ordinary expenses — 20
Ordinary income 4,233 3,299
Net income 4,233 3,299
Gross income 4,233 3,299

Statement of Appropriation of income

(Unit: million yen)

I Unappropriated profit
Gross profit

I Appropriated profit
Voluntary reserve fund

3,299

3,299

3,299




Statement of Administrative Cost Calculations

(Unit: million yen)

Item FY 2012 FY 2013
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 5,906 3,996
Service transaction expenses 255 225
Other operating expenses 11 8
Business expenses 703 694
Other ordinary expenses 24 20

Subtotal 6,899 4,943
(2) (Deductions) non-subsidy revenue, etc.

Income from asset management 210,611 A 7,808
Income from service transactions A1 A9
Other ordinary income A 509 A 424
Subtotal A 11,130 A 8,242

Total operating expenses N\ 4,232 A 3,298

II Expected increase in retirement benefits not recorded in allowances 0 A0
I Administrative cost A 4,231 A 3,299

Significant Accounting Policies (Account fo

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.

. 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.

o

o

a

(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.

N

w

IS

As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
returning future subrogated portion of employees’ pension fund.

(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

. Accounting for consumption tax

The tax inclusive method is applied.
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d Scheme-tied Houses)

1. Matters Relating to Statement of Cash Flows (2) Matters Relating to the Mark to Market Prices of Financial Products.

(1) Breakdown of closing balance of cash on the balance sheet by item The values of major financial products on the balance sheet as of the end of the fiscal
Cash and due from bank: ¥6,360,514,616 year, their market values and differences between the book value are outlined below.
Closing balance of cash:  ¥6,360,514,616 (Unit: yen)

Book value on the Market price Difference
2. Matters Relating to Statement of Administrative Cost Calculations balance sheet
The expected increase in retirement benefits not included in allowances is related to parties (1) Cash and due from banks 6,360,514,616 6,360,514,616 Y
seconded from the central government. (2) Money in trust 568,450,343 568,448,883 1,460
(3) Loans 517,535,075,307
3. Matters Relating to Retirement Benefits Reserve for possible loan A 1,005 957 489
(1) Overview of the Retirement Benefit Plan losses (*1) R
A lump-sum retirement benefit and employee pension have been established as a defined 516,309,817,818 536,696,959,223 20,387,141,405
benefit pension plan. Total assets 523,238,782,777 543,625,922,722 20,387,139,945
(1) Borrowings 90,800,000,000 90,800,000,000 0
(2) Matters Relating to Retirement Benefit Obligations (2) Bonds (*2) 400,330,151,996 401,780,644,560 1,450,492,564
(Unt: yen) Total liabilities 491,130,151,996 492,580,644,560 1,450,492,564
Category As of March 31, 2014 (*1) Amounts of general and individual reserves for possible loan losses for loans are deducted.
Retirement benefit obligation A) A 1,561,431,447 (*2) Since bond issue premiums are less important, the values are subtracted from the amount on the balance sheet.
Pension assets B) 459,523,083
Unfunded retirement benefit obligations  (C)=(A)+(B) £ 1,101,908,364 (Note) Method of Calculating the Mark to Market Price of Financial Products
Unrecognized prior service obligations (D) 489,940,025
Unrecognized actuarial differences (E) 117,424,044 Assets
Net amount recorded in balance sheet  (F)=(C)+(D)+(E) £1,074,424,345 (1) Cash and due from banks
Prepaid pension costs @) 0 All dues from banks had no fixed maturity date, and the market price was close to the
Reserve for retirement benefit (F)-(@G) A 1,074,424,345 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) Matter Relating to Retirement Benefit Expenses ) (3) Loans
(Unit: yen) . ) .
Category From April 1, 2073 to March 31, 2014 The fg?ure cash flow of loans was estlma.ted in terms of their type, borrower§ and
- 2 . maturities. The future cash flow was then discounted at a rate that would be applied to
Service cost 25,954,987 similar newly originated mortgage to calculate the market value.
Interest cost 22,098,354 Regarding the loans of borrowers in default, substantially defaulted borrowers and
Expected return on plan assets 410,663,649 borrowers with high probability of default, as the sum of loan losses was estimated based
Amortization of prior service obligations £9,166,544 on an expected recoverable amount from the collateral, the market price was close to the
Amortization of actuarial differences 28,996,857 net of the value on the balance sheet at the fiscal year end and the estimated sum of loan
Other (such as extra retirement benefit) 0 losses. Accordingly, the difference was applied as the market price.
Net pension expenses 57,220,005
Liabilities
(1) Borrowings
(4) Matters Relating to Basis for Calculating Retirement Benefit Obligations, etc. 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.
Category As of March 31, 2014 (2)Bonds
a. Discount rate 1.4% The total amount of principal and interest was discounted at a rate that would be applied
b. Expected rate of return on plan assets 2.5% to a new similar bond issue to calculate the market price.
¢. Method for attributing the projected benefits to Straight-line method
periods of services 6. Material Liability Incurring Activities
d. Number of years for disposal of past service liabilities |10 years (past service liabilities are There is nothing to report.
recorded as expenses or income equally
over a set numger o; yean;(s of the ave;age 7. Material Subsequent Events
remaining number of working years of the . N
director or employee at the time the liability There i nothing to report.
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.)
(Note) As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of returning future subrogated

portion of employees’ pension fund.

In this relation, an estimated profit will be ¥446,837,468 when applying Section 2 Chapter 44 of the “Practical

Guideline on Retirement Benefit Account (mid-term report)”, published by the Japanese Institute of Certified

Public Accountants on September 14, 1999 (the Accounting System Committee Report No. 13)), assuming that

¥271,174,452 of the amount equivalent to the return which was measured at the end of the current business year (the

minimum policy reserve) was repaid at the end of the said business year.

4. 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).




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 2013, the gross income of the housing loan operation account was ¥10.5 billion, an increase of ¥5.5 billion from

FY 2012. This was mainly a result of an increase in reversal of reserve for possible loan losses.

The gross profit of the account for operations taken over from the Housing Loan Guarantee Corporation was ¥4.3
billion, an increase of ¥1.1 billion from FY 2012. This was mainly because of an increase in reversal of reserve for
possible loan losses due to a decrease in delinquent loans while income from asset management was decreased in
accordance with decreased balance of transferred claims (pension). It was also because of 1.4 billion decrease in income
from fees from group credit life insurance riders after the commencement of refunding the prepaid fees from July 2013.

Balance Sheet

(Unit: million yen)

Item FY 2012 FY 2013 Item FY 2012 FY 2013
(Assets) (Liabilities)

Cash and due from banks 72,249 39,238 | Borrowings 88,882 149,468
Cash 0 0 Fiscal Investment Loan Program borrowings 88,882 149,468
Due from banks 34,389 24,044 |Bonds 1,125,006 1,090,827
Agency deposits entrusted 37,860 15,194 Mortgage-backed securities 44,153 36,171

Receivables under resale agreement 34,992 = General lien loans 642,898 642,823

Money in trust 241,358 239,101 Housing land bonds 438,109 411,966

Securities 351,966 386,981 Bond issue premiums ( &) A 154 A 133
Government bonds 31,354 31,383 | Subsidies payable, etc. 241,559 238,588
Municipal bonds 41,278 41,281 ﬁ:fl’jgfl';sIg:‘r’;bf':r':’er;"',‘:r’ffem g::::t“:: 241,559 238,588
Government guaranteed bonds 9,261 9,238 | Other liabilities 68,931 63,072
Corporate bonds 111,072 78,079 Accrued expenses 16,811 15,966
Certificates of deposit 159,000 227,000 Advanced earnings 43,020 39,963

Loans 955,464 967,011 Financial derivative products 2,288 =
Loan on bills 30,784 23,602 Other liabilities 6,608 6,859
Loans on deeds 924,680 943,409 Accounts payable for other accounts 204 285

Loans to other accounts 140,148 195,048 | Bonus payment reserve 115 119
Long-term loan to other accounts 140,148 195,048 | Allowance for retirement benefits 6,048 5,785

Other assets 135,564 119,311 | Allowance for refund of guarantee fees 149 113
Claims for indemnity 15,275 12,069 ZZ‘T:E’;E; mortgage transfer 191 124
Transferred claims (pension) 105,310 91,199 | Guarantee obligation 428,085 364,971
Accrued revenue 2,094 1,772
Other assets 12,881 13,504 Total liabilities 1,958,966 1,913,067
Accounts receivable for other accounts 2 767

Guarantee obligation reversal 428,085 364,971 (Net assets)

Reserve for possible loan losses ( A ) 29,613 A 21,598 | Capital 42,900 42,900

Government injection monies 42,900 42,900
Capital surplus 16 16
Capital surplus 16 16
Profit surplus 330,136 335,734
Voluntary reserve fund - 8,224
Unappropriated profit 8,224 14,779
(of which, gross profit) (8,224) (14,779)
Valuation and translation adjustments A 1,805 A 1,653
Deferred gains or losses on hedges 1,805 1,653
Total net assets 371,247 376,997

Total assets 2,330,213 2,290,064 Total liabilities and net assets 2,330,213 2,290,064
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Income Statement

(Unit: million yen)

Cash Flows Statement

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 | FY 2013
Ordinary income 217,755 209,962 I Cash flow from operating activities
Income from asset management 33,593 31,584 Loan disbursement /\ 240,386 | A 153,660
Interest on loans 24,809 22,814 Outlays on personnel expenses 1,988 A 2,077
Charges on claims for indemnity 170 120 Outlays on group credit life insurance premium | A 99,769 | A 94,907
Interest on transferred claims (pension) 3,995 3,461 Outlays on payment of group credit life insurance claims | A 89,194 | A 83,091
Interest and dividends on securities 3,038 2,581 Other operating outlays A 12,313 A 10,687
Interest on receivables under repurchase agreement 65 15 Income from collection of loans 230.170 141517
Interest on deposits 43 13 Income from interest on loans 25,044 22,942
Interest on other account 1,474 2,580 Income from fees from loans 2 2
Income from underwriting insurance 177,843 jlceits Income from fees from group credit life insurance rider 79,594 72,345
Fee from group credit life insurance riders 82,781 75,165 Income from group credit life insurance 88.262 82 665
Revenue from group credit life insurance 87,359 2552 Dividends received from group credit life insurance 4,234 7,702
Dividends on group credit life insurance 7,702 8,648 Income from other operations 28 241 24 830
Income from service transactions, etc. 752 660 Income from treasury subsidies 53'900 ’ _
Guarantee fee 247 173 ’
L. Subtotal 65,797 7,582
Other service incomes 505 487 . )
. Interest and dividends received 4,782 5,427
Other subsidies 1,430 3,295
- . . Interest paid A 18,534 | A 20,301
Subsidies for emergency measures including 1.430 3005
loans for disaster mitigation ’ ” Cash flow from operating activities 52,045 A 7,292
Other ordinary income 4,138 7,918
Reversal of reserve for possible loan losses 1,576 3,872 I Cash flow from investing activities
Reversal of reserve for refund of guarantee fees 31 29 Outlays on acquisition of securities (bonds) AB99| A 12,104
Reversal of reserve for retirement benefits 301 319 Income from redemption of securities (bonds) 8,500 45,000
accompanying transfer between accounts
. . Income from sales of securities (bonds) 791 =
Reversal of reserve for mortgage transfer registration — 3 . . " .
Income from written-off claims recovered 1,167 1,218 ?‘Aeti:;z:?:s'::::;::;es (certificates of deposit) 66,000 A 68,000
Other ordinary income 1,062 2,477 ) )
! i Net change in receivables under repurchase 21,999 34 992
Ordinary expenses 217,489 204,364 agreement (2 indicates negative) ’ ’
Fund raising expenses 16,998 17,609 Outlays on the increase of money in trust A 53,900 —
Interest on borrowings 529 1,260 Income on the decrease of money in trust 1,347 2,912
Interest on bonds_ . 16,469 16,349 Outlays for long-term loans for other account | A 101,345| A 54,900
Insurance underwriting expenses 187,566 uEIEd Cash flow from investing activities| ~ 57,307| A 52,100
Group credit life insurance premium paid 99,335 94,547
Payment of group credit life insurance claims 88,231 83,610 . . .
Service transaction expenses 2,021 1,734 I Cash flow frorn financing activities .
Service expenses 2,021 1,734 !ncome from issuance of bonds (after deducting 56,731 388
Other operating expenses 4,220 327 issuance expense)
L . ’ Outlays on redemption of bonds 125,642 A 34,590
Amortization of bond issuing expenses 269 1 .
. ) o Income from Fiscal Investment Loan Program
Financial derivatives expenses 3,930 308 borrowings 70,200 67,500
Other operating expenses et 1 Outlay on repayment of Fiscal Investment Loan A 2819 A 6.914
Business expenses 6,662 6,529 Program borrowings ’ 2
Business expenses 6,662 6,529 Income from government injection monies 600 -
Other ordinary expenses 22 8 Outlays for payments to national treasury A733 N
Pro_visior_l for reserve for mortgage transfer 18 _ concerning unnecessary assets
registration Cash flows from financial activities A 1,664 26,380
Other ordinary expenses 4 8
Ordinary income 266 5,598 .
Neti i 266 - IV Decrease in cash 6,926 | A 33,012
et income ! i
i i V Opening balance of cash 79,175 72,249
Transfer from reserve for the previous mid-term 7957 9.181
target period ’ J VI Closing balance of cash 72,249 39,238
Gross income 8,224 14,779

Statement of Appropriation of Income

(Unit: million yen)

I Unappropriated profit
Gross profit

II Appropriated profit
Voluntary reserve fund

14,779

14,779

14,779




Statement of Administrative Cost Calculations

(Unit: million yen)

Item FY 2012 FY 2013
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 16,998 17,609
Insurance underwriting expenses 187,566 178,157
Service transaction expenses 2,021 1,734
Other operating expenses 4,220 327
Business expenses 6,662 6,529
Other ordinary expenses 22 8
Subtotal 217,489 204,364
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management A 33,593 A 31,584
Income from insurance underwriting AN 177,843 A\ 166,505
Income from service transactions AN T52 2\ 660
Other ordinary income A 4,138 ANT7,918
Subtotal A\ 216,325 2\ 206,667
Total operating expenses 1,164 A 2,303
I Impairment loss not recorded in the income statement A 50 —
II Other than expected increase in retirement benefits not recorded in allowances 1 A2
IV Opportunity costs
Opportunity costs related to items such as central and local government injection monies 243 275
V Administrative cost 1,358 A 2,031

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.

(8) 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.
As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
returning future subrogated portion of employees’ pension fund.

(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.

N

w

>

o

o

(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.

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 2014, 0.640%
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.
Matters Relating to Statement of Cash Flows
Breakdown of closing balance of cash on the balance sheet by item
Cash and due from bank: ¥39,237,799,851
Closing balance of cash:  ¥39,237,799,851
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.
(2) Matters Relating to Retirement Benefit Obligations

I

@

Eal

(Unit: yen)

Category As of March 31, 2014
Retirement benefit obligation (A 2\ 8,407,707,789
Pension assets (B) 2,474,355,062

£ 5,933,352,727
£\ 484,292,444

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

Unrecognized actuarial differences (E) 632,283,313
Net amount recorded in balance sheet  (F)=(C)+(D)+(E) /\ 5,785,361,858
Prepaid pension costs @) 0
Reserve for retirement benefit (F)-(@G) /\ 5,785,361,858
(3) Matter Relating to Retirement Benefit Expenses
(Unit: yen)
Category From April 1, 2013 to March 31, 2014

Service cost 139,757,621
Interest cost 118,991,139
Expected return on plan assets 57,419,651
Amortization of prior service obligations /N 49,358,313
Amortization of actuarial differences 147,166,695

Other (such as extra retirement benefit) 0
Net pension expenses 299,137,491

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

Category As of March 31, 2014

Notes (Housing Loan Account)

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

(3) 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.

(4) Loans
The future cash flow of loans was estimated in terms of their type, borrowers and
maturities. The future cash flow 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.

(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.

(6) 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.

(7) Transferred claims (from pension)
The future cashlow of transferred claims (pension) was estimated in terms of their type,
borrowers and maturities. The future cash flow 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.

6. Securities
(1) Securities held to maturity
(Unit: yen)

a. Discount rate 1.4%

b. Expected rate of return on plan assets 2.5%

c. Method for attributing the projected Straight-line method
benefits to 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.)

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.)

(Note) As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of returning future subrogated
portion of employees’ pension fund.
In this relation, an estimated profit will be ¥2,406,047,906 when applying Section 2 Chapter 44 of the “Practical
Guideline on Retirement Benefit Account (mid-term report)”, published by the Japanese Institute of Certified
Public Accountants on September 14, 1999 (the Accounting System Committee Report No. 13)), assuming that
¥1,460,170,124 of the amount equivalent to the return which was measured at the end of the current business year (the
minimum policy reserve) was repaid at the end of the said business year.

e. Amortization of recognized actuarial
differences

o

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
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.

(Unit: yen)
Book value on the : .
balance sheet Market price Difference
(1) Cash and due from banks 39,237,799,851 39,237,799,851 0
(2) Money in trust 239,101,304,024 239,386,990,117 285,686,093

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

167,116,500,800 7,135,361,838
227,000,000,000 0

159,981,138,962
227,000,000,000
967,011,236,830
£\ 6,214,435,531

960,796,801,299 999,201,611,232 38,404,809,933

195,048,327,175 202,713,760,372 7,665,433,197
4,700,490,638 4,700,490,638 0

89,411,226,099 97,509,772,950 8,098,546,851

(5) Loans for other account
(6) Claims for indemnity (*1)
(7) Transferred claims (pension) (*1)

Total assets 1,915,277,088,048 | 1,976,866,925,960 61,589,837,912

(1) Borrowings
(2) Bonds (*2)

149,467,696,000 151,630,081,014 2,162,385,014
1,090,826,904,500| 1,165,132,372,577 74,305,468,077

Total liabilities 1,240,294,600,500| 1,316,762,453,591 76,467,853,091

(“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.

Book value on the

balance sheet Difference

Category Type Market price

Government bonds 31,382,605,273 34,160,484,800 2,777,879,527

Securities whose

Municipal bonds 41,281,305,444 42,993,886,000 1,712,580,556

market price

exceeds the book Government

guaranteed bonds 9,287,961,120

9,646,150,000 408,188,880

value on the

balance sheet Corporate bonds

71,811,428,534 74,404,170,000 2,692,741,466

Subtotal 153,713,300,371| 161,204,690,800 7,491,390,429
» Government bonds 0 0 0
Securities whose i, nigipal bonds 0 0 0
market price does
Government

not exceed the Laranteed bonds 0 0 0
book value on the 2

Corporate bonds 6,267,838,591 5,911,810,000 £ 356,028,591

balance sheet

Subtotal 6,267,838,591 5,911,810,000 A 356,028,591
Total 169,981,138,962| 167,116,500,800 7,135,361,838
(2) Other securities
(Unit: yen)
Category Type B%C;Tanﬂzzﬁgetp © Acquisition cost Balance
Book value on the balance sheet
does not exceed acquisition cost other 227,000,000,000| 227,000,000,000 0

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
There is nothing to report.

9. 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 and deposits
b) Book value
¥3,681,478

(2) Cause of becoming an unnecessary asset
For the execution of capital, etc. by FY 2012, based on the future expected business
volume, it was found that the above assets became unnecessary to conduct the business
without uncertainty of future business.

(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) Amount paid into the national treasury
¥3,681,478

(5) Date of payment into the national treasury
December 12, 2013

(6) Amount of reduction in capital
¥0




Outstanding Loan Management Account

In FY 2013, the gross profit of the outstanding loan management account was ¥165.5 billion, a decrease of ¥0.4 billion
from FY 2012.

This was mainly because a decrease in income from asset management in accordance with a decrease in outstanding
balance of loans surpassed an increase in reversal of reserve for possible loan losses and a decrease in fund raising
expenses, both of which are mainly due to a decrease in delinquent loans.

Balance Sheet

(Unit: million yen)

Item FY 2012 FY 2013 Item FY 2012 FY 2013
(Assets) (Liabilities)

Cash and due from banks 223,313 183,169 | Borrowings 15,175,692| 12,961,472
Cash 0 0 Fiscal Investment Loan Program borrowings | 15,175,692 | 12,961,472
Due from banks 124,600 101,569 | Bonds 3,066,680| 2,615,992
Agency deposits entrusted 98,713 81,600 Mortgage-backed securities 2,639,845| 2,199,447

Money in trust 13,018 11,823| General lien bonds 200,400 300,078

Securities 1,110,016| 1,012,372| Housing land bonds 228,705 117,046
Government bonds - 169,423| Bond issue premiums (2) AN 2,270 A 579
Municipal bonds — 32,274 | Subsidies payable, etc. 12,840 11,685
Government guaranteed bonds —| 124,151 ﬁ“;?j("?gslgzxzﬁ':rfr‘;:i:‘:rﬁ:‘: easures| 12,840 11,685
Corporate bonds — 97,508 | Other liabilities 192,479 55,901
Stock 16 16| Accrued expenses 71,198 54,571
Certificates of deposit 1,110,000 589,000, Other liabilities 121,079 610

Loans 16,513,501| 13,934,544 | Accounts payable for other accounts 202 720
Loan on bills 32,657 26,351 | Bonus payment reserve 139 148
Loans on deeds 16,480,843 | 13,908,193 | Allowance for retirement benefits 7,302 7,207

Loans for other account 512,478 497,956 | Allowance for refund of guarantee fees 23,299 17,238
Long-term loan for other account 512,478 497,956 | Reserve for mortgage transfer registration 7,512 3,378

Other assets 54,915 46,995
Accrued revenue 50,498 43,469 Total liabilities 18,485,942 | 15,673,022
Other assets 3,449 2,708
Accounts receivable for other accounts 968 818 (Net assets)

Reserve for possible loan losses (2) A\ 381,586| A 288,652 |Capital 9,600 9,600

Government injection monies 9,600 9,600

Loss carry forward N\ 449,888 | A 284,414

Unappropriated loss I\ 449,888 | A 284,414

(of which, gross profit (or loss)) (165,900)| (165,474)

Total net assets AN\ 440,288 A 274,814

Total assets 18,045,654 | 15,398,208 Total liabilities and net assets 18,045,654 | 15,398,208
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Income Statement

(Unit: million yen)

Cash Flows Statement

(Unit: million yen)

Item FY 2012 | FY 2013 Item FY 2012 | FY 2013
Ordinary income 688,721 607,599 I Cash flow from operating activities
Income from asset management 652,242| 559,636 Outlays on personnel expenses 2,436 22,590
Interest on loans 649,338| 556,684 Other operating outlays £26931| A 20,696
Interest and dividends on securities 938 1,075 Income from collection of GHLC 3116,172| 2,524,786
. originated loans
Interest on receivables under 101 39 . .
repurchase agreement :gzgrsne from interest on GHLC originated 658,149 564,046
Interest on deposits 102 58 L
Loan origination fees and other revenue 140 113
Interest on loans for other account 1,763 1,781 .
| ; 144 - Income from other operations 4,429 4,916
ice t ti , etc.
ncome rom. set:wce ransactions, etc Subtotal 3.749523|  3,070575
Other service incomes 144 file Interest and dividends received 2,857 3,078
Other subsidies 1.411 1,164 Interest paid AB27,736| £ 447,059
_Subsu:_hes for emergency measures_ 1.411 1.164 Cash flow from operating activities| 3,224,644| 2,626,594
including loans for recovery from disasters ! ’
Other ordinary income 34,924 46,683 . . .
fnary t . II Cash flow from investing activities
Reversal of reserve for possible loan losses 27,649 38,763 Outlays on acquisition of securities (bonds) —| ~a23815
Reversal of reserve for refund of 3,621 3,550 Net change in securities (certificates of A 540,000 401.000
guarantee fees deposit) (~ indicates negative) ’ :
Reversal of reserve for retirement benefits 319 191 Income from the decrease of money in trust 1,430 1,215
accompanying transfer between accounts Outlays for long-term loans for other account A 53114 A 129,900
Reversal of -reser.ve for mortgage 75 161 Income from collection of long-term _ 144 422
transfer registration loans for other account ’
Income from written-off claims recovered 2,211 3,137 Cash flow from investing activities| 2 591,683 A 7,079
Other ordinary income 1,050 881
Ordinary expenses 522,821 442,125 II Cash flow from financing activities
Fund raising expenses 504,782 425,385 Income from issuance of bonds (after 199 650 99297
Interest on borrowings 443,782| 373,492 deducting issuance expense) ' '
Interest on bonds 61,000 51,893 Outlays on redemption of bonds AN 699,911 | A 544,736
Service transaction expenses 10,023 8,965 Outlays on repayment_of Fiscal Investment | | 2,325,307 | A 2,214,220
i Loan Program borrowings
Service expenses 10,023 8,965 ., . .
Cash flows from financial activities | 2 2,825,568 | A 2,659,659
Other operating expenses 750 381
Amortization of bond issuing expenses 750 381 IV Decrease in cash A 192,607 A 40,144
Business expenses 7,266 6,953 V Opening balance of cash 415,920 223,313
Business expenses 7,266 sy VI Closing balance of cash 223,313 183,169
Other ordinary expenses 0 441
Other ordinary expenses 0 441
Ordinary income (or loss) 165,900 165,474
Net income 165,900 165,474
Gross income 165,900 165,474

Statement of Appropriation of Loss

(Unit: million yen)

I Unappropriated loss
Gross profit

Loss carry forward (from previous year)

II Loss carry forward

165,474
A\ 449,888

A 284,414

A\ 284,414




Statement of Administrative Cost Calculations

(Unit: million yen)

Item FY 2012 FY 2013
I Operating expenses
(1) Expenses recorded in income statement
Fund raising expenses 504,782 425,385
Service transaction expenses 10,023 8,965
Other operating expenses 750 381
Business expenses 7,266 6,953
Other ordinary expenses 0 441
Subtotal 522,821 442,125
(2) (Deductions) non-subsidy revenue, etc.
Income from asset management N\ 652,242 A\ 559,636
Income from service transactions, etc. AN 144 A 116
Other ordinary income A\ 34,924 A\ 46,683
Subtotal 2\ 687,310 A\ 606,435
Total operating expenses N\ 164,489 A 164,310
II Expected increase in retirement benefits not recorded in allowances 2 A3
II Opportunity costs
Opportunity costs related to items such as central and local government investments 54 61
IV Administrative cost A\ 164,434 A\ 164,252

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.

(8) 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.
As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of
returning future subrogated portion of employees’ pension fund.

n

w

IS

o

oan Management Account)

(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 2014,
0.640% 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.

79
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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 Statement of Cash Flows
Breakdown of closing balance of cash on the balance sheet by item
Cash and due from bank: ¥183,169,427,838
Closing balance of cash:  ¥183,169,427,838

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.

Eal

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, 2014
Retirement benefit obligation (A) £ 10,474,430,049
Pension assets B) 3,082,583,228

£7,391,846,821
£\ 608,337,729

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

Unrecognized actuarial differences (E) 787,706,649
Net amount recorded in balance sheet  (F)=(C)+(D)+(E) /\7,207,477,901
Prepaid pension costs @) 0
Reserve for retirement benefit (F)-@G) A\ 7,207,477,901

(3) Matter Relating to Retirement Benefit Expenses

(Unit: yen)

Category From April 1, 2013 to March 31, 2014
Service cost 174,111,833
Interest cost 148,240,685
Expected return on plan assets /571,634,136
Amortization of prior service obligations 261,491,219
Amortization of actuarial differences 209,204,994

Other (such as extra retirement benefit) 0
Net pension expenses 398,532,157

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

Category As of March 31, 2014

a. Discount rate 1.4%
b. Expected rate of return 2.5%

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.)

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.)

(Note) As of April 1, 2013, the Minister of Health, Labour and Welfare approved exemption of returning future subrogated
portion of employees’ pension fund.
In this relation, an estimated profit will be ¥2,997,485,298 when applying Section 2 Chapter 44 of the “Practical
Guideline on Retirement Benefit Account (mid-term report)”, published by the Japanese Institute of Certified
Public Accountants on September 14, 1999 (the Accounting System Committee Report No. 13)), assuming that
¥1,819,098,642 of the amount equivalent to the return which was measured at the end of the current business year (the
minimum policy reserve) was repaid at the end of the said business year.

e. Amortization of recognized actuarial differences

o

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).

(Unit: yen)
Book value on the Market price Difference
balance sheet

(1) Cash and due from banks 183,169,427,838 183,169,427,838 0
(2) Money in trust 11,823,155,446 11,822,758,094 £\ 397,352

(3) Securities
Securities held to maturity 423,355,986,050 423,310,995,821 A\ 44,990,229
Other securities 589,000,000,000 589,000,000,000 0

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

13,934,544,105,285
A\ 287,757,297,634
13,646,786,807,651

497,956,047,239
15,352,091,424,224
12,961,472,000,000
(2) Bonds (*2) 2,615,992,493,568 2,761,207,904,594
Total liabilities 15,577,464,493,568|  16,686,372,223,628
(“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.

14,997,993,344,599

498,032,122,159
16,703,328,648,511
13,925,164,319,034

1,351,206,536,948
76,074,920
1,351,287,224,287
963,692,319,034
145,215,411,026
1,108,907,730,060

(5) Loans to other accounts
Total assets

(1) Borrowings

tes (Outstand oan Management Account)

(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 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.

(4) Loans
The future cash flow of loans was estimated in terms of their type, borrowers and
maturities. The future cash flow 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 and straight bonds 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.

6. Securities
(1) Securities held to maturity
(Unit: yen)
Book value on the . "
Category Type balance sheet Market price Difference
» Government bonds| 169,423,247,086| 169,461,160,000 37,912,914
Securities whose  yinicinal bonds 2,423,186,817 2,423,280,000 93,183
market price Government
exceeds the book 5,004,871,541 5,005,049,600 178,059
value on the guaranteed bonds
balance sheet Corporate bonds 0 0 0
Subtotal 176,851,305,444| 176,889,489,600 38,184,156
" Government bonds 0 0 0
Securities whose [y nicipal bonds 29,850,435,974|  29,843,499,401 6,936,573
market price does Government
not exceed the 119,146,449,400| 119,134,917,500 411,531,900
book value on the guaranteed bonds
balance sheet Corporate bonds 97,507,795,232 97,443,089,320 /\ 64,705,912
Subtotal 246,504,680,606| 246,421,506,221 £ 83,174,385
Total 423,355,986,050| 423,310,995,821 A 44,990,229
(2) Other securities
(Unit: yen)
Book value on the . "
Category Type balance sheet Acquisition cost Difference
Book value on the
balance sheet does not Other 589,000,000,000| 589,000,000,000 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
There is nothing to report.




Details

@®Investment in JHF capital and its funding sources (FY 2013)
In FY 2013, JHF received ¥34.5 billion in government capital from the government’s general account. With regard to
¥80 million capital injection monies from the government’s general account, it was returned to the national treasury in

were redeemed. Therefore the total outstanding balance of bonds at the end of FY2013 was ¥14,274.5 billion which
consists of ¥13,383.8 billion of Japan Housing Finance Agency bonds, ¥400.7 billion of JHF’s property accumulation

saving scheme-tied houses bonds, and ¥490 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 12,830,851 1,769,755 1,216,832 13,383,775

JHF’s Property accumulation saving scheme-tied 485,700 54,400 139,400 400,700
houses bonds

JHF’s housing land bonds 605,446 19,703 135,100 490,048

Total 13,921,997 1,843,858 1,491,332 14,274,523

December 2013 as a response to houses not satisfying the technical criteria set by JHF. >
Therefore, the balance of capital at the end of FY 2013 was ¥705 billion and its breakdowns are ¥616.1 billion from g
c
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, ¥2 million will be returned to the national treasury in FY 2014.
(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 . . ) B I ——
current fiscal year fiscal year fiscal year current fiscal year
General account 581,721 34,511 84 616,148
Special account for the Fiscal Investment and 88,900 _ _ 88,900
Loan Program
; i -
C.apltal from the special account for the 54,500 _ _ 54,500 _g
Fiscal Investment and Loan Program =
Reserve fund for interest rate change 34,400 — — 34,400 @
Total 670,621 34,511 84 705,048
@®Major assets and liabilities (FY2013)
- Long-term borrowings o
In FY 2013, JHF borrowed ¥67.5 billion from Fiscal Investment and Loan Program, and ¥90.8 billion from the private =
©
institutions. As ¥2,221.1 billion was repaid to Fiscal Investment and Loan Program, and ¥110.2 billion repaid to the o
private institutions, the outstanding balance of long-term borrowings at the end of FY 2013 was ¥13,201.7 billion and g.-
its breakdowns are ¥13,110.9 billion from Fiscal Investment and Loan Program, and ¥90.8 billion from the private (o)
institutions. 2
(Unit: million yen) 2
S
Balance at the beginning of | Increase during current | Decrease during current | Balance at the end of o
Category ) . . . =
current fiscal year fiscal year fiscal year current fiscal year 8
Borrowings from Fiscal Investment and Loan Program 15,264,574 67,500 2,221,134 13,110,940
Borrowings from the private institutions 110,200 90,800 110,200 90,800 o
)
Total 15,374,774 158,300 2,331,334 13,201,740 &
o
. . ]
« Details of bonds issued by JHF o
In FY 2013, ¥1,769.8 billion (face value amount, applicable herein below) of Japan Housing Finance Agency bonds, %
¥54.4 billion of JHF’s property accumulation saving scheme-tied houses bonds, and ¥19.7 billion of JHF’s housing W
c
land bonds were issued. In addition, ¥1,216.8 billion of Japan Housing Finance Agency bonds, ¥139.4 billion of (2}
JHF’s property accumulation saving scheme-tied houses bonds, and ¥135.1 billion of JHF’s housing land bonds §
»
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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 477,016 — 104,740 372,276
Allowance for bonuses 538 586 538 586
Allowance for retirement benefits 28,259 1,436 1,196 28,499
Allowance for refund of guarantee fees 24,203 - 6,269 17,934
Reserve for mortgage transfer registration 8,433 — 4,668 3,765

@®Acquisition, disposal, depreciation costs, and accumulated impairment loss of

fixed assets (FY 2013)

(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 SR
¥ of current | currentfiscal | currentfiscal | current fiscal RXPEISES ploss current
fiscal year year year year for the current .
fiscal year fiscal year

Tangible Buildings 15,669 96 148 15,616 4,291 487 —| 11,325

fixed assets
(Depreciation 0 e

is recorded g:::trstang'b'e fixed 1,839 1,589 117 3,311 1,231 640 - 2,081
as losses in

the income Total 17,507 1,685 265, 18,928 5,522 1,127 —| 13,406
statement)

Land 22,048 - 2,688 19,360 - — — 19,360

Non. Construction in 86 402 _ 488 _ _ _ 488

process account

depreciable

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

assets
Total 22,138 402 2,688 19,852 - — — 19,852
Total tangible fixed assets 39,645 2,087 2,953 38,780 5,522 1,127 — 33,258

@ 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.

(specific affiliated company)

the specific monetary claims, etc.

Relationship Capital or
Company name Summary of operations with Date founded core
agency assets
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.
Jutaku Loan Service, Ltd. Business of management and recovery of Loan sevicing | August 2004 ¥500 million




@Transition in capital

(Unit: 100 million yen)

@®Details of business expenses

(Unit: million yen)

Fiscal year Capital Fiscal year Capital Category FY 2012 FY 2013
June 1950 13611966 971 Overhead expenses 10,654 9,895
1951 2301967 — 1997 972 Management travel expenses 79 79
1952 3101998 1,522 Various management expenses 2,592 2,604
1953 36811999 - 2000 1,662 Entertainment expenses — —
1954 41812001 - 2004 1,687 Tax 257 240
1955 _ 1956 42512005 2,237 Fixed asset depreciation expenses 551 505
1957 45512006 2,537 Leased asset depreciation expenses 244 622
1958 48012007 3,197 Operational travel expenses 74 77
1959 52512008 4,057 Various operating costs 4,517 4,926
1960 57512009 9,013 Expenses for special servicing of loans 595 505
1961 6652010 6,977 Reparations and repayments — —
1962 76012011 6,567 _Other expenses including bond 204 145

issuance costs and trust fees
1963 855)2012 6,706 System operation outsourcing costs 4,500 4,540
1964 955(2013 7,050 Total 24,267 24,137
1965 970

(Note) In accordance with Paragraph 1, Article 46-2 of Act on General
Rules for Independent Administrative Agency, the ¥80 million
government injection monies from the general account was
returned to the national treasury as a response to houses not

satisfying the technical criteria set by JHF.

@Capital adequacy ratio

(Unit: 100 million yen)

Category FY 2012 FY 2013
Net capital 5,567 8,625
Reserve for possible loan losses 715 1,290
Owned capital (A) 6,283 9,914
Assets (on balance sheet) 103,959 97,364
Off balance sheet transactions 6,704 5,821
Amount equivalent to operational risk 3,792 4,138
Risk weighted assets total (B) 114,455 107,322
Capital adequacy ratio ((A) / (B)) x 100 5.49% 9.24%

(Notes) The capital adequacy ratio of FY 2012 and FY 2013 are calculated in accordance with the Basel Il criteria and Basel Il criteria

respectively, but since it is difficult to determine attributes for each loan, 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 2012 FY 2013
Expenses”™ (A) 569 545
Average balance of purchased loans (B) 291,180 273,337
Overhead ratio (A) / (B) 0.1954% 0.1992%

* Expenses = services expenses + (business expenses - commission fees) + amortized bond issuing expenses + miscellaneous losses

83
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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 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 2012 FY 2013
Gross profit/loss | Surplus/loss carried | Gross profit/loss | Surplus/loss carried
(&) forward (2) (L&) forward (2 )
Securitization support account 26,887 9,797 57,171 66,968
Account for transfer of claims 25,585 29,799 59,355 89,154
Account for loan guarantees 1,303 A 20,002 AN 2,184 A\ 22,186
Housing loan insurance account 3,986 3,986 5,182 9,168
Acc_ount for Ioan_s for property accumulation 4,233 26,809 3,299 30,108
saving scheme-tied houses
Housing loan account 8,224 330,136 14,779 335,734
Account for housing loans 5,002 14,547 10,459 4,088
Account for Acquired Operations from 3,000 344,683 4,320 339,822
HLGC
Overall agency (excluding the outstanding loan
management account and Account for Acquired 40,107 26,045 76,111 102,156
Operations from HLGC)




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

(Unit: million yen)

Total at the end of

Total at the end of

T P
i D FY 2013 FY 2014 (estimate)
Credit risk management,
Provision of Flat 35S
Securltlzatllon support | ALM risk manageme'nt, ' 550,548 555,037
business Interest rate fluctuation risk management,
Management of interest to be paid to originators
Before replenishment
Housing Ioa.m 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 r|_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 705,048 709,537

The figures are estimated amounts reflecting 2 million government injection monies of Securitization Support Business returned to the

national treasury.
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@®Reference - Status of long-term bonds being held

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 35S housing loans and manage 4,119 1,529 718 71 1,802
account .
credit risks)
Governn!ent injection monu.a? (pu_rposed to 977 491 097 0 188
Housing loan insurance | Manage insurance underwriting risks)
account i
!VIandatory 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
Transfer from reserve for the previous mid-term
target period (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
FY 2013 (Unit: 100 million yen)
At the end of FY 2013
Type Classification (purpose) Government | Municipal Government | FILP
bonds bonds guaranteed agency
bonds bonds, etc.
Securitization subport Government injection monies (purposed to
PP extend Flat 35S housing loans and manage 4,258 1,425 862 92 1,879
account o
credit risks)
Governm.ent injection monlt.e§ (purposed to 976 491 206 0 189
Housing loan insurance | Manage insurance underwriting risks)
account Mandatory policy reserves (purposed for future
2 7 1
insurance payments) 303 5 55 8 35
Government injection monies (purposed to
manage credit risk of town development loan, 424 118 122 1 183
a short-term business loan)
Housing loan account
Reserve carried over from previous mid-term
target years (purposed for future operation of 1,176 196 291 91 598
group credit life insurance business)
Outstanding loan Purpossed for funding of future repayment of 4,234 1,694 323 1,242 975
management account borrowings, etc.
Total 11,370 3,949 1,949 1,514 3,959

* 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.



Reference - Status of receiving subsidies

(Unit: million yen)

Type

Purpose

Amount received
in FY 2013

Amount received
in FY 2014 *'

Subsidies for promotion
projects for development of
high-quality housings **

Interest rate reduction, etc. of Flat 35S.

14,588

23,028

*1 The amounts received for FY 2014 are budgeted amounts.
*2 Renamed from “subsides for securitization support business” in FY 2012

Reference - Use of subsidies for emergency measures to facilitate housing finance

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

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

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, 2014)

* First 10 years minus 0.3% — minus 1.0%

insured amount

Number of loans purchased/

Subsidies used

Past fiscal years

This fiscal year

Total

213,766
¥5,613.2 billion

¥106.51 billion

¥54.98 billion

¥161.49 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, 2014)

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

insured amount

Number of loans purchased/

Subsidies used

Past fiscal years

This fiscal year

Total

6,672 (40,722)

¥239.4 billion (¥1,492.5 billion)

¥0.84 billion

¥2.52 billion

¥3.36 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, 2014)

Number of loans purchased/

Subsidies used

insured and their amount

Past fiscal years

This fiscal year

Total

19,577
¥447.9 billion

¥28.05 billion

¥0.0 billion

¥28.05 billion

8 7
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@®Use of subsidies

- Securitization support business
- Use of subsidies for 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, 2014)

* First 10 years minus 0.3% — minus 1.0%

(Unit: 100 million yen)

Amount / as of March 31, March 31, March 31, March 31, March 31,
2009 2010 2011 2012 2013

Subsidies received 2,600.0 2,235.0 - — A 0.1
Trar_lsfer from housing loan insurance _ 700.0 381.0 _ _
business
Amount carried forward — 2,599.3 5,437.9 5,419.8 4,878.1
Accrued interest income - 4.9 6.4 16.0 16.0

(Accumulated gains) (—) (4.9) (11.3) (27.3) (43.3)

Subtotal @ 2,600.0 5,539.2 5,825.3 5,435.8 4,894 .1
Expenses for interest rate discount ® 0.7 101.3 405.5 557.7 549.8
(Accumulated expenses for interest rate discount) (0.7) (102.0) (507.5) (1,065.1) (1,614.9)
Balance of subsidies ®O-@ 2,599.3 5,437.9 5,419.8 4,878.1 4,344.4
Estimate required amount of subsidies for

" - — - — 4,344 .4

the following years ®
Planned repayment to the national treasury _ _ _ _ _
for the following year O-@0-®

- Use of subsidies for 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, 2014)

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

Amount / as of March 31, March 31, March 31,
2011 2012 2013

Subsidies received 159.0 — —
Transfer from housing loan insurance
business - 39.4 —
Amount carried forward - 158.9 190.3
Accrued interest income 0.0 0.2 0.3

(Accumulated gains) (0.0) 0.2) (0.6)

Subtotal @ 159.0 198.6 190.6
Expenses for interest rate discount @ 0.1 8.3 25.2
(Accumulated expenses for interest rate discount) 0.1) (8.4) (33.6)
Balance of subsidies - 158.9 190.3 165.4




+ 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, 2014)

(Unit: 100 million yen)

Amount / as of March 31, March 31, March 31, March 31, March 31,
2009 2010 2011 2012 2013
Subsidies received 1,400.0 - — — —
Amount carried forward — 1,341.0 443.9 39.8 0.2
Accrued interest income — 1.0 0.1 0.0 0.0
(Accumulated gains) (—) (1.0) (1.2) (1.2) (1.2)
Subtotal @ 1,400.0 1,342.0 4441 39.8 0.2
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) (280.5)
Transfer to the securitization business - 700.0 381.0 39.4 -
Repayment to the national treasury - - — — 0.2
Balance of subsidies 1,341.0 443.9 39.8 0.2 -

®
@
O-@-0
Estimate required amount of subsidies for
the following years ®
Planned repayment to the national treasury
for the following year D-@0-0-@®-®
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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

g lowering interest rate and others.
o
=
c ®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, 2014)
. Nu_m £ LTS ] . Number of houses of loans
,,,,,,,,, applications accepted and their . .
provided and their amount
amount
13,401 9,732
¥214.88 billion ¥151.57 billion
6' The “number of houses of loans provided” indicates the number of loans on deeds.
=3
0
» - Results of loan modifications (interest rate discount applied) (the results are total between March 11, 2011 and
March 31, 2014)
Number of Ioan_modlflcatlons 4,367 cases
applied
9 @®Use of subsidies
=
'g - Use of subsidies relating to loans for recovery from disasters (interest rate discount applied) (the results are total between
o March 11, 2011 and March 31, 2014)
=
o (Unit: 100 million yen)
g) Amount / as of March 31, 2011 March 31, 2012 March 31, 2013
<
ol Subsidies received 1,884.0 539.0 -
8 Amount carried forward — 1,884.0 2,411.8
=]
8 Accrued interest income 0.9 2.8 3.2
(Accumulated gains) 0.9 8.7) (6.9)
o Subtotal @ 1,884.9 2,425.8 2,415.0
[0
Yy
% Expenses for interest rate discount @ 0.9 14.0 32.7
o (Accumulated interest rate discount) 0.9 (14.9) 47.7)
(=
I
T Balance of subsidies O-@ 1,884.0 2,411.8 2,382.3
vy)
&
5 - Use of subsidies relating to loan modification (interest rate discount applied) (the results area total loans executed
8 between March 11, 2011 and March 31, 2014)
»

(Unit: 100 million yen)

Amount / as of March 31, 2011 March 31, 2012 March 31, 2013
Subsidies received 183.0 — —
Amount carried forward — 1741 158.9
Accrued interest income 0.1 0.1 0.1
(Accumulated gains) 0.1) (0.2) (0.3)
Subtotal ©) 183.1 174.3 159.0
Expenses for interest rate discount ® 8.9 15.4 12.6
(Accumulated interest rate discount) (8.9 (24.3) (36.9)
Balance of subsidies O-@ 1741 158.9 146.4




<Reference>Profit appropriation of the securitization support business
account as of the end of FY2013

- As cost tends to emerge later than earnings for the credit risk of the securitization support business (purchase
program) and risk related to purchased part (*) other than MBS (interest-rate risk), the loss in the latter half is offset
by the profit in the first half of the loan period.

- Accordingly, all the profit is appropriated as reserves under the Act on General Rules for Incorporated Administrative
Agency, Paragraph 1, Article 44 with approval from the minister in charge as the required amount to put aside for
risk that cannot be handled with the capital (125.4 billion yen as of the end of FY2013) out of the future credit and
interest-rate risk for the remaining period that emerges from the balance of purchased receivables (10,981.8 billion
yen) as of the end of the fiscal year, which exceeds the surplus carried forward (67 billion yen) (9.8 billion yen of

reserve and 57.2 billion yen of profit) as of the end of the fiscal year.

* Purchased receivables that exceed the amount of MBS issuance are kept as collateral for JHF’'s MBS to obtain AAA and the surplus of
purchased receivables is financed by issuing SB, etc.

[Required amount to put aside for credit and interest-rate risk]

- As the profit-loss of securitization support business (purchase program) is structured such as to offset
the loss in the latter half with the profit in the first half of the loan period, the required amount to put aside
for future credit risk (estimated credit loss that exceeds the estimated profit from interest of purchased
receivables) (*) and the required amount to put aside for future interest-rate risk (estimated interest expense
of originally obtained MBS and SB and interest expense of their reacquisition exceeding the estimated profit
from the interest on purchased receivables and received interest on reinvestment) are calculated.

*The portion already prepared for future credit risk as an allowance for doubtful accounts is deducted.
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