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® Business Operational Framework

Business operation is efficiently performed through a network of related

organizations.

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

Business Operational Framework

4 )
{ @ A
Japan Housing
Finance Agency
it | Private financial institutions Financing
h - (collection of repayment etc.)
Purchasing 329 institutions (*')
(Purchase
Program)
L i SR Financing
Securitization ﬁ - Private financial institutions
support business InSllljgrr;crﬁeaend 5 institutions
(Provision of Flat 35) (%uaramee
Program) - S Inspection of
nsecion ) Private inspection institutions (*?) a house
H (inspection of a house for F35 criteria
A t ﬁ [inspection on drawings, site inspection])
greemen 125 institutions
. Private financial . ) o Financin
Housing loan ﬁ titrn | Private financial institutions mancing
insurance service | .o oo - 167 institutions
(users of housing
raeimanca )| Private financial institutions (*3) Financing loans)
ﬁ (loans for disaster relief (*4), loan procedures for _>
] - business owners and collection of repayment, etc.)
Contracting 554 institutions
L P — : — Inspection of
Loan origination weagermen | Local Government Units a*l;ld Private-Sector 2 house
. q % Inspections Institutions (*%)
service c ) (Construction inspections for disaster financing)
ontracting I
358 institutions
mecin ) Private inspection institutions (*2) '"Sg?ghosrém
H (Conformity certification inspections for business
financing [design assessment, on-site inspections])
Agreement 125 institutions
&L J (As of March 31, 2014)

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

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

inspections for existing houses or renovations.

%3 We contract out the recovery of defaulted loans to 4 companies besides private financial institutions.
*4 Applications for loans for recovery from disasters concerning the Great East Japan Earthquake have been contracted out to 128

institutions as of May 31, 2014.

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

institutions.



& Key Performance Indicators

The key performance indicators are as follows.

(Unit: 100 million yen)

JHF
Category
FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Ordinary income 12,893 12,545 12,031 10,490 10,009
‘ Include purchased loans and interest on loans 11,361 10,365 9,481 8,547 7,687
Ordinary expenses 14,140 12,985 10,823 8,479 7,644
‘ Interest expense on borrowings and bonds 10,350 9,151 8,910 6,715 5,999
Net income ( A loss) A\1,468 A\366 1,323 2,092 2,459
Outstanding balance of loans and purchased loans 40,540 64,372 86,099 99,827 109,818
Outstanding balance of loans, etc. 300,137 253,473 213,555 180,714 154,191
Outstanding balance of borrowings 247,217 215,640 176,447 153,748 132,017
Outstanding balance of bonds 115,497 118,555 131,452 139,190 142,733
Capital 9,013 6,977 6,567 6,706 7,050
(Unit: 100 <Outstanding balance of purchased loans and loans> (Unit: 100 <0Outstanding balance of bonds and borrowings>
million yen) million yen)
350,000 400,000
Loans Borrowings
[¥ Purchased loans [¥ Bonds
300,000 350,000
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250,000
250,000 247217
200,000 215,640
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® Status of Business Execution

Business Plan and Actual Performance

@Securitization support business

Under the FY 2013 businesss plan for securitization support business (after revision), the number of loans purchased
for the Purchase Program was 86,000 units amounting to ¥2,052.1 billion and the insurance value for the Guarantee
Program was ¥47.1 billion (for 2,000 units) representing coverage for specific mortgage insurance.

The actual number of loans was 72,517 units amounting to ¥1,855.3 billion and the actual insurance value was ¥4 billion

for 159 units.

(Unit: houses, million yen)

FY 2012 FY 2013
i Business plan
Business plan Actual record = = Actual record
Iltem Initial After revision

R Amount Lty Amount N Amount Ly Amount No. of Amount

houses houses houses houses houses
Purchase
Program 63,000 | 1,582,900 84,345 | 2,184,300 64,000 | 1,506,900 86,000 | 2,052,100 72,517 | 1,855,270
Guarantee 1,000 25,100 222 5199| 2,000 47,900| 2,000 47,100 159 3,992
Program

*The FY 2013 business plan (after revision) was formulated based on the supplementary budget for FY 2013.

@®Housing loan insurance business

Under the FY 2013 business plan (after revision), ¥284.9 billion was authorized for housing loan insurance; however,
¥186 billion was actually committed for insurance for 25,576 policies.

(Unit: houses, million yen)

Item FY 2012 FY 2013

For total insurance value 288,000 284,900

Insurance No. of 25,519 25576
contracts contracts

concluded Amount 255,137 185,975




@®Housing loan origination business

Under the FY 2013 business plan (after revision), ¥437.1 billion was planned for 31,610 units.
Ultimately, the business committed to provide ¥159.9 billion in loans for 16,799 units, and ¥154.3 billion in loans was

disbursed.
(Unit: houses, million yen)
FY 2012
Category Business plan Committed loans Distributed loans
No. of houses Amount No. of houses Amount Amount
Post-disaster 17,000 300,000 4,511 70,507 68,442
Natural |reconstruction
disaster, | Disaster 100 1,000 44 264 361
etc. prevention
Subtotal 17,100 301,000 4,555 70,771 68,803
Urban rehabilitation 5,000 55,000 9,326 69,520 84,498
Rental houses 16,000 155,000 1,713 7,466 87,079
Property accumulation 500 9,000 16 209 184
saving scheme-tied houses
me?r_occupled houses 10 100 5 7 6
(provisional measures)
Total 38,610 520,100 15,615 147,974 240,570
FY 2013

Category Business plan Committed loans Distributed loans
No. of houses Amount No. of houses Amount Amount
Post-disaster re- 15,000 264,000 3,200 57,807 66,733
Natural |construction
disaster, Disaster 100 1,000 52 335 349
etc. prevention
Subtotal 15,100 265,000 3,252 58,142 67,081
Urban rehabilitation 5,000 55,000 7,750 48,296 33,470
Rental houses 11,000 108,000 5,764 52,856 53,104
Property accumulation 500 9,000 37 604 599
saving scheme-tied houses
me?r_occupled houses 10 100 Ad A 39 5
(provisional measures)
Total 31,610 437,100 16,799 159,859 154,259

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

* Numbers presented in the tables above do not always sum to 100% due to rounding to units of less than those indicated.

@®Group credit life insurance business
In FY 2013, the group credit life insurance business held around 1.66 million policies for around ¥18,916.9 billion. The

business provided 54,293 new policies for around ¥1,357 billion and paid off on 10,203 policies for around ¥84.4 billion.

(Unit: houses, million yen)

Category FY 2012 FY 2013
Policies held as of March, No. of contracts 1,814,230 1,660,727
31st Amount 20,443,767 18,916,948
. No. of contracts 63,152 54,293
New Policies

Amount 1,593,188 1,356,952
) o ) No. of contracts 10,745 10,203

Capital Policies paid off on
Amount 88,980 84,411
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Result of Funding Activities

In FY 2013, the amount for loan origination and the purchase of loans totaled ¥2.0223 trillion, which was 19.6% less
than for the previous fiscal year.

Funding of loan origination and the purchase of loans were raised through the issuance of bonds (¥1.8438 trillion,
down 25.6% from the previous fiscal year), borrowings from the Fiscal Investment and Loan Program (¥67.5 billion,
down 3.8%), borrowings from private institutions (¥90.8 billion, down 17.6%), and repayments from borrowers (¥3.5972
trillion, down 15.3%), less redemption of ¥2.33183 trillion (down 4.9% from the previous fiscal year) on borrowings and
¥1.484 trillion (down 12.7%) on bonds.

JHF received ¥34.5 billion as capital from government and ¥14.6 billion as treasury subsidies (for promotion projects
for development of high-quality housings) from the government’s general account.

In accordance with Section 1, Paragraph 2, Article 46 of the Law on General Rules on Independent Administrative
Institutions, the ¥80 million capitals from government’s general account was returned to the national treasury as a
response to houses not satisfying the technical criteria set by JHF.

The actual figures are shown in the following table.

(Unit: million yen)

Category FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

Purchased loans, etc.*' 1,326,280 2,907,562 3,164,639 2,515,508 2,022,253
Repayments of borrowings*? 3,824,665 3,301,298 4,058,312 2,450,326 2,331,334
Expenditure . (300,000) ) ) ) )
Redemption of bonds 1,128,271 2,080,555 1,627,465 1,700,724 1,484,011

Other 4,942,507 4,128,884 2,188,075 2,217,547 1,653,044

Total 11,221,722 | 12,418,298 | 11,038,491 8,884,106 7,490,643

Capital from the General Account 495,600 26,355 10,908 50,403 34,511

Capital from the Special Account - - - - -

Collection of loans 5,345,900 5,273,621 4,672,855 4,249,350 3,597,236

Income Borrowings 165,700 143,600 139,000 180,400 158,300
Bonds 2,188,804 2,385,932 2,917,547 2,477,974 1,843,767

Treasury subsidies, etc. 531,405 326,666 310,925 59,452 14,588

Other 2,494,314 4,262,124 2,987,255 1,866,526 1,842,241

Total 11,221,722 | 12,418,298 | 11,038,491 8,884,106 7,490,643

*1 The figure in the "purchased loans, etc." item of the expenditure section is the portion of cash flow statement calculated by the sum of
purchased loans and loan originations. Amount of purchased loans and loan origination for FY 2013 were ¥1,867,994 million and ¥154,259
million, respectively.

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

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

[Borrowings] (Unit: million yen)
Category FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Borrowings from Fiscal Investment and Loan Program 100 - 16,800 70,200 67,500
Borrowing from Private-sector Lenders 165,600 143,600 122,200 110,200 90,800
Total 165,700 143,600 139,000 180,400 158,300
[Government subsidies, etc.] (Unit: million yen)
Category FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Government subsidies 111,400 82,000 79,000 - -
Government grants 20,000 20,000 8,325 - -
Treasury subsidies 400,005 224,666 223,600 59,452 14,588
Total 531,405 326,666 310,925 59,452 14,588

* JHF received, from the government's general account, government subsidies to smoothly manage operations, grants to cover extraordinary losses
incurred according to Paragraph 17 of the Supplementary Provisions of the GHLC Law before the Law was abolished based on Article 10 of the
Supplementary Provisions of JHF Law, and treasury subsidies as subsidies for emergency measures to facilitate housing finance, subsidies for the
promotion of activities such as the creation of a housing market, subsidies for promotion projects for development of high-quality housings (subsidies
for securitization support business between FY 2010 and FY 2012), and subsidies for emergency measures including loans for recovery from
disasters based on the provisions of the Law Concerning the Reasonable Execution of Budget Relating to Subsidies, etc.

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



Outstanding Balance of Purchased Loans, etc.

At the end of FY 2013, the outstanding balance of purchased loans, etc., stood at ¥26,492.1 billion (including
¥10,981.8 billion in loans purchased from private lenders under secondary market operation).

(Unit: houses, million yen)

At the end of FY 2013, the outstanding number of guarantees for the securitization business (Guarantee Program,

FY 2009 FY 2010 FY 2011
Category
No. of houses Amount No. of houses Amount No. of houses Amount
Purchased loans 207,389 4,054,039 308,686 6,437,220 401,159 8,609,873
GHLC originated loans 2,492,852 30,013,750 2,200,130 25,347,339 1,932,765 21,355,489
Owner-occupied houses 2,174,362 23,122,595 1,915,274 19,368,794 1,679,063 16,222,344
Rental houses 26,992 3,592,668 25,145 3,127,197 22,677 2,692,545
Urban rehabilitation 65,826 1,503,607 58,037 1,276,622 50,374 1,067,247
Restoration and 127,406 801,500 112,002 705,634 99,028 631,830
improvement
Related public facilities, B B B B B B
etc.
Subdivision lot 21 48,777 18 44,654 17 33,879
development
Property accumulation
saving scheme-tied 98,245 944,603 89,564 824,438 80,706 707,644
houses
Claim on pension transfer 39,739 164,037 35,855 141,612 32,047 121,690
Total 2,739,980 34,231,825 2,544,671 31,926,171 2,365,971 30,087,052
FY 2012 FY 2013
Category
No. of houses Amount No. of houses Amount
Purchased loans 460,819 9,982,719 508,693 10,981,806
GHLC originated loans 1,705,408 18,071,402 1,505,559 15,419,090
Owner-occupied houses 1,479,681 13,746,345 1,306,704 11,720,011
Rental houses 19,542 2,219,987 17,183 1,851,981
Urban rehabilitation 42177 848,920 35,113 689,349
Restoration and 91,852 621,058 81,892 613,867
improvement
Related public facilities, B B B B
etc.
Subdivision lot 17 32,655 16 26,349
development
Property accumulation
saving scheme-tied 72,139 602,437 64,651 517,535
houses
Claim on pension transfer 28,767 105,310 25,927 91,199
Total 2,194,994 28,159,431 2,040,179 26,492,096

insurance value of loans for which insurance is valid) was 8,278 units for ¥217.3 billion, and the outstanding number of
guarantees for the housing loan insurance business (insurance value of loans for which insurance is valid) was 128,664

for ¥2,283 billion.
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® 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.
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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

73

dHr noqy

soidoj

ssauisng JHr JO sjieled



dHr noqy

soido|

ssauisng JHr 40 sjieled

74

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

Method and Criteria for Valuing Marketable Securities (including marketable securities invested
as a trust asset in the money in trust)
(1) Securities held to maturity
The amortized cost method (straight-line method) is applied.
(2) Other securities
The purchase price is recorded.

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.
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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
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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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® Risk-monitored Loans

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

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

> :
o or equivalent collateral.
o
S
< @Table of risk-monitored loans for FY 2009 to FY 2013
'|I1 (Unit: 100 million yen, %)
FY 2009 FY 2010 FY 2011
Catego i i i
gory Outstang‘mg Purchased Total Outstangl‘mg Purchased Total Outstang‘lng Purchased Total
loans loans loans loans loans loans
Loans to borrowers in default (A) 2,227 28 2,256 1,920 42 1,961 1,245 51 1,296
""""" Seriously delinquent loans (B) 9,126 178 9,304 7,748 361 8,108 5,940 390 6,330
Loans past due 3 months or more (C) 1,453 153 1,605 1,482 151 1,634 1,415 174 1,590
Subtotal (D) = (A) + (B) + (C) 12,806 359 13,165 11,150 554 11,704 8,600 615 9,215
Ratio: (D) / (G) x 100 4.23 0.89 3.83 4.36 0.86 3.66 4.00 0.71 3.06
Loans under mitigation (E) 15,835 174 16,009 15,118 310 15,428 13,836 422 14,259
- Total (F) = (A) + (B) + (C) + (E) 28,640 533 29,174 26,268 864 27,132 22,436 1,037 23,474
_8 Ratio: (F) / (G) x 100 9.45 1.32 8.49 10.28 1.34 8.48 10.44 1.20 7.80
I [ Batance of principle (G) | 302,987 40,540 343,527 255,587 | 64,372 | 319,959 214,972 86,099 301,071
(Unit: 100 million yen, %)
FY 2012 FY 2013
Category Outstanding Purchased Outstanding Purchased
*1 Total +1 Total
loans loans loans loans
Loans to borrowers in default (A) 1,050 64 1,118 883 83 966
777777777 Seriously delinquent loans (B) 5,423 379 5,801 4,215 380 4,695
(o) Loans past due 3 months or more (C) 1,284 185 1,469 1,118 171 1,289
2 Subtotal (D) = (A) + (B) + (C) 7,756 628 8,384 6,216 634 6,850
-g Ratio: (D) / (G) x 100 4.26 0.63 2.98 4.00 0.58 2.58
3 Loans under mitigation (E) 12,195 460 12,654 10,357 465 10,822
FD" Total (F) = (A) + (B) + (C) + (E) 19,951 1,087 21,038 16,573 1,099 17,672
o) Ratio: (F) / (G) x 100 10.97 1.09 7.47 10.68 1.00 6.67
o
< | Balance of principle (G) | 181,920 99,827 281,747 155,224 109,818 265,042
()
= (Note) The totals may differ due to the figures being rounded off.
8 JHF discloses risk-monitored loans based on the results of internal rating asset.
= ** “Outstanding loans, etc.” are loans receivable and claims for indemnity excluding purchased loans.
(2]
o (Notes)
1. Loans to borrowers in default (A)
""""" These are the outstanding principal balance of loans to borrowers categorized as borrowers in default as a result of self-assessment.
U 2. Seriously delinquent loans (B)
These are the outstanding principal balance of loans to borrowers categorized as borrowers in default or with high probability of default as a result of self-assessment.
D
I 3. Loans past due 3 months or more (C)
E’. These are the outstanding principal balance of loans where the repayment or interest payment is contractually past due 3 months or more and are not classified as loans to borrowers in default (A) or
(7 seriously delinquent loans (B).
o 4. Loans under mitigation (E)
) These are the outstanding principal balance of loans for which such arrangements favoring borrowers as reduction of interest, or moratorium on repayment of interest or principal (hereinafter called
[ modification of repayment terms) are given to support borrowers’ restriction, and are not classified as loans to borrowers in default (A) or seriously delinquent loans (B).
XL When loans, in principle, in the 4 years after the modification of repayment terms (1 year in the case of loans to businesses) are repaid as scheduled, they are excluded from restructured loans because
M their credit risk is deemed to be equal to that of normal claims. Outstanding principal balance of loans which corresponds to the above description and were not classified as restructured loans totaled
03] 156.3 billion yen.
c Disclosed restructured loans include those whose terms are revised by requirements, such as government economic stimulus package.
2. 5. Remark
(':g Not all of the disclosed outstanding amount result in losses because JHF’s loans are covered by the first lien upon the property or equivalent collateral.
n
(7]

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

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

The corporation risk managed loans account for about 61%, but for the aforementioned policy objectives, however, it is unlikely that this
will directly lead to a surge in bad loans because of low credit loss rate compared to other risk-monitored loans.

JHF allows modification to repayment terms so that borrowers can continue to live in their homes for as long as possible, and hence
strives to maintain and improve our financial soundness.
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@®Self-assessment and risk-monitored loans in FY 2013

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

Categories of
borrowers under
self-assessment

(Unit: 100 million yen)

Reserves sk
(reserve ratio) ent

s‘é%?:ﬂgﬂly Portions secured by collateral Provision for portions excluding those 54 bo&?:\;‘l: rtsoin
borrowers and guarantees by ¢ andg . default
(100%)
(435 (254 ] 883
Borrowers in Portions secured by collateral Provision for portions excluding those r;'::s:-z"
default and guarantees secured by collateral and guarantees possible 1,026
0/
loan (100%) Seriously
m m m losses delinquent loans
. Provision for portions excluding
hB?l"o"":’f).‘l’.‘”m " Portions secured by collateral those secured by collateral and L4215 )
igh probability o and guarantees guarantees using estimated loss 470
default rate for the next three years (43.0%)
2378 (1284 ) (108
— —_— Coans past 0o 3
Borrowers Provisions for estimated loss rate
requiring for the next three years based on a 836 months or more
caution rate determined by historical data 7.2% [ 1,118 ]
Watch m o Restructured loans
st GZD | | 10,357
Other Provisions for estimated loss rate General ’
rowers
l}gggi"r‘fﬁg for the next one year based on a reserve for
caution rate determined by historical data possible
(o1 ] [ 641 ] -
.................................................................. losses
Provisions for
estimated loss rate for
Normal borrowers the next one year based
on a rate determined by
132,742 historical data

Substantally Portions secured by collateral Provision for portions excluding those Loans to borrowers in
and guarantees secured by collateral and guarantees 42 default
borrowers (100%)
Borrowers in Portions secured by collateral Provision for portions excluding those Specific
default and guarantees secured by collateral and guarantees possible 203
0/
m I loan (100%) Seriously
m m 0sses delinquent loans
. Provision for portions excluding
h_l?»(')]rrowgrg_\ll_vnh . Portions secured by collateral those secured by collateral and GED
igh probability o and guarantees guarantees using estimated loss 6
default rate for the next three years (35.7%)
iai : Loans past due 3
Borrowers Provisions for estimated loss rate
requiring for the next three years based on a months or more
caution rate determined by historical data
Watch
el 641 [ 641 ] Restr-ucfilgns
robv%—rs pooher "I Provisions for estimated loss rate General
requiring for the next one year based on a reserve for
caution rate determined by historical data possible
[_sis_] [_sts_] =
losses
Provisions for
estimated loss rate for
Normal borrowers the next one year based 293
on a rate determined by
108,491 historical data (0.3%)

Note 1: The figures are rounded off.

Note 2: The reserve ratios for the “borrowers in default and substantially defaulted borrowers” and “borrowers with high probability of default” categories are applied to the amount deducting portions
secured by collateral and guarantees while the reserve ratios for the “watch list borrowers” and “normal borrowers” are applied to entire outstanding loan balance.

Note 3: Major differences between self-assessment and risk-monitored loans

- Self-assessment loans cover GHLC originated loans, purchased loans, interest on GHLC loans receivable, interest on purchased loans receivable, suspense payable, and advance payments while risk-
monitored loans cover GHLC originated loans and purchased loans.

- Borrowers are categorized by the repayment and financial conditions of borrowers in self-assessment and by the repayment of loans excluding loans to borrowers in default and seriously delinquent
loans in risk-monitored loans.

Note 4: Reserves for purchased loans are calculated in light of the recent increase in new purchased loans and changes of portfolio in future, in addition to its original calculation from estimated loss rate,
etc. for a certain period in the past.
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» Policy Cost Analysis

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

The results for FY 2013 were announced by the Ministry of Finance in July 2013 after the Fund Operation Council’s Sub-committee on Fiscal
Investment and Loan Program examined the policy costs of government-affiliated corporations and incorporated administrative agencies that
were subject to Fiscal Investment and Loan Program.

The results of policy cost analysis on JHF showed that a policy cost of A ¥71.7 billion as the present value will accrue in the future. In the
analysis, the opportunity cost of government investments, etc. were calculated under the premises of (1) conducting business based on fiscal
investment and loan plan for FY 2013 with no such business being conducted in FY 2014 and thereafter and (2) repaying all investments to
the national government in FY 2044, the end of the analysis period, when all GHLC originated loans will be collected.

1. Business using Fiscal Investment and Loan Program

Loans for disaster-affected people are provided to promote reconstruction of their damaged housings, etc.

(Reference) The businesses that are not covered by Fiscal Investment and Loan Program include securitization support, housing loan insurance
and housing loan origination (excluding loans for recovery from disasters).

2. Planned amount for Fiscal Investment and Loan Program

(Unit: 100 million yen)

Planned amount for Fiscal Investment and Loan Program in FY 2013 Estimated balance in FILP account at the end of FY 2012 (The estimated balance in FILP account at the
end of FY 2012 also includes balances other
2,640 155,833 than that of disaster mitigation loans)

3. Values estimated in policy cost analysis for the business

[Policy cost] [Breakdown of policy cost in terms of the time of investment]
(Unit: 100 million yen) (Unit: 100 million yen)
Category FY 2012 | FY 2013 | Change Category FY 2012 | FY 2013 | Change
1. Subsidies from the national government 539 — N\ 539 (A) Policy cost (relisting) 644 77 + 73
2. Fund transfer to the national government A 1,113 A 554 + 558 ( Opportunity cost for investment provided by 43 44 +1
the start of analysis
Subtotal of 1 and 2 A 574 A 554 + 20 @ Newly sstimated poi P ——
ewly estimated policy cost durin e
3. Opportunity cost for investment from the| ., 1071 L0 periodyof analysis y 9 601 673 +72
national government : ! I~ -
Subsidies from the national 539 _ A 539
Subtotal of 1 to 3 657 717 + 60 government
4. Reduction in loss A3 — + 13 Fund transfer to the national treasury | A 1,113 A\ 554 + 558
Total of 1 to 4 = policy cost (A) 644 77 + 73 sﬁzzy::ﬁ: :Sfr;:jesd depending on 1175 1,007 452
Analysis period (year) 32 32 — g L
Opportunity cost for investment - - —
[Comparative analysis in temporal change] [Breakdown of policy cost in terms of accrual factor]
(Unit: 100 million yen) (Unit: 100 million yen)
Category FY 2012 | FY 2013 | Change (A) Policy cost in FY 2013 (relisting) 7
(A) Policy cost (relisting) 644 ans + 73 (D Prepayment AN 194
(A’) Policy cost obtained by recalculating (A) at the 644 664 100 @ Credit loss 443
same interest rate applied in the analysis for FY 2012 @ Other (interest margin, etc.) 468
(B) Of (A’), policy cost to accrue after FY 2013 540 664 + 123

- - - — - [Sensitivity analysis (when premises are changed)]
The policy cost for FY 2013 was ¥71.7 bilion. Comparing the figure after eliminating the influence from . e
premise interest changes in FY 2012 and FY 2013 with the policy cost that will accrue in and after (Unit: 100 milion yer)

FY 2013, the actual policy cost is considered to be increased by ¥12.3 billion from FY 2012. Premises changed and their variation range Policy cost (change)
These material cost increases are thought to be due to the following factors.

- Cost increase from higher expenditure for clerical operations due to new loans made in FY 2013

Loan carry rate/borrowing cost +1% 801 (+ 84)

(+¥34.2 billion) ‘ Of the changes, a change in opportunity cost + 190
- Cost increase from a growing number of write-offs (+¥2 billion) - S
- Cost increase from an increase of administrative costs (+¥1.7 billion) Amount of write-offs + 10% 760 (+ 43)
- Others (cost increase due to new loans made in FY 2011) ( A¥25.6 billion) ‘ Change in opportunity cost ‘ + 45

(Reference) FY 2013 budget for subsidies/investment
Subsidies: ---
Investment: ---

4. Outline of estimation in analysis and future business prospect

(D Estimation was made for loans for recovery from disasters based on the business plan for FY 2013.

@ The analysis period was set as 32 years during which all loans for recovery from disasters under the business plan for FY 2013 will be
redeemed.

(® Prepayment was estimated using a computation model to calculate the prepayment ratio by age of loans and the difference in interest

rate between JHF loans and private housing loans that will be used to refinance JHF loans.
(Unit: %, 100 million yen)

(Results) (Estimate) | (Plan) (Premises for estimation)
FY 2006 | 2007 | 2008 | 2009 | 2010 | 2011 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
Prepayment ratio 3.80 1.32 1.88 1.50 2.66 1.53 3.56 3.56 3.56 3.56 3.56 3.56 3.56
Write-off of nonperforming loans - - - 0.1 — 0.1 0.1 1.8 496.7 (Sum of in and after 2014)
FY 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
Prepayment ratio 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56
FY 2032 | 2033 | 2034 | 2035 | 2036 | 2037 | 2038 | 2039 | 2040 | 2041 2042 | 2043 | 2044
Prepayment ratio 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56 3.56




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

(Rationale)

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

(Regulations regarding subsidies and its redemption)

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

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

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

Article 63 When the agency receives investment from the government as prescribed in the preceding paragraph, it shall
increase its capital by the same amount of the investment.

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

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

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

6. Special notes

(D This analysis was made for loans for recovery from disasters (those accepted in and after 2005) that are subject to Fiscal
Investment and Loan Program.
@ In accordance with the Japan Housing Finance Agency Law (Law No. 82 of 2005), the Government Housing Loan Corporation was
dissolved, and Japan Housing Finance Agency was established on April 1, 2007.
(® The changes in policy cost are as follows (the figures until FY 2006 indicate the policy cost of the GHLC):
(Unit: 100 million yen)

FY 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Policy cost A 810 A\ 69 17 10 AT A1 1 4 644 717

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

(Reference) Results of the business and its social/economic benefits

(D Results of loan origination

Number of houses: 211,390 units

Amount: ¥1.8175 trillion

(As of the end of FY 2012, contract base)
@ Long-term, fixed and low-interest loans for disaster-affected people

O Provide long-term, fixed and low-interest loans for affected people soon after a disaster to smoothly restore damaged houses
(® Disasters eligible for loans for recovery from disasters

O Until FY 2008, Disasters that have caused damage above a certain level as prescribed in the Disaster Relief Act

O Since FY 2009, based on the recent changes in disaster incidences and in society, irrespective of the magnitude of the disaster

damage, loans for disaster mitigation are provided expeditiously after a natural disaster has occurred.

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

Fiscal year l\él;vrgﬁie:‘;:f Amount Fiscal year ’\él;v'gﬁ;;:f Amount
FY 2003 855 9,365 FY 2008 26 292
FY 2004 395 3,562 FY 2009 7 26
FY 2005 411 4,060 FY 2010 AN 94 1,468
FY 2006 84 979 FY 2011 4,340 62,788
FY 2007 71 726 FY 2012 4,511 70,507

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

(@ Measures for the Great Hanshin Awaji Earthquake (® Measures for the Great Hanshin Awaji Earthquake
O Results of loans for recovery from disasters concerning the O Results of loans for recovery from disasters concerning the
Great Hanshin Awaji Earthquake Great East Japan Earthquake
Number of houses: 70,619 units Number of houses: 8,837 units
Amount: ¥1.50832 trillion Amount: ¥133.2 billion
(As of the end of FY 2012, contract base) (As of the end of FY 2012, contract base)
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» Basic Policy on Internal Governance

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

. Systems to ensure all executives and employees implement their

business in compliance with laws, rules and regulations.

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

(2) Compliance enforcement system

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

discuss and decide important compliance matters.

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

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

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

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

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

(3) System for dealing with compliance violations

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

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

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

(4) Sanction for violations

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

action shall be taken against that person in accordance with the

regulations concerning disciplinary action.

(5) Internal audit

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

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

. Systems to manage matters related to customer protection and the

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

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

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

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

(2) Privacy policy

The President shall establish a privacy policy for proper handling of

customer information as well as establish information security regulations

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

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

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

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

The President shall establish risk management regulations to manage

risks properly.

(2) Development of risk management systems

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

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

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

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

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

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

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

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

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

important management matters and contribute to the President’s

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

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

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

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

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

(4) Quarterly management review of the Annual Plan

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

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

(5) Appointment of a Chief Information Officer

The President shall appoint a Chief Information Officer responsible for

general operations in order to optimize JHF business processes and

system structures.

5. Internal audit system to ensure appropriate business operations

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

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

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

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

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

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

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

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

9. Establishment of a PDCA cycle in internal control

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

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



@ Response Measures Related to the Basic Policies for Reviewing the Clerical

and Business Operations of Incorporated Administrative Agencies

Basic Policies for Reviewing the Clerical and Business Operations of Incorporated

Administrative Agencies

Japan Housing Finance Agency engages in response measures in accordance with the Basic Policies for Reviewing the
Clerical and Business Operations of Incorporated Administrative Agencies (approved by the cabinet on December 7,

2010).

Review of clerical processes and business operations

Clerical processes /
business operations

Steps to be taken

Time of
implementation

Specific content

Response measures

Securitization
support
business

Repayment to the
national treasury of
capital provided for
ALM risk management

Implementation in
FY 2011

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

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

Repayment of reserve
funds for interest rate

change to the national
treasury

Implementation in
FY 2011

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

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

Housing loan
insurance business

To be discontinued

Implementation
beginning in FY
2012

As part of the Policy Package to address Economic Crisis in
April 2009, insurance premium rates have been lowered until FY
2011 (as part of the Emergency Economic Countermeasures
of December 2009, rates were lowered further until December
2010).

After the end of the economic countermeasures, the existing
operations will be discontinued and government funds no
longer needed will be paid to the national treasury. Exceptions
to the above are, however, limited operations necessary to
be maintained in step with securitization business (insurance
coverage for package loans and bridge loans connecting to “Flat
35” loans), and such operations will be implemented until they
can be substituted by the private sector.

With regard to the housing loan insurance business, limited
operations necessary to be maintained in step with securitization
business (insurance coverage for package loans and bridge loans
connecting to Flat 35 loans) have been implemented since FY
2012, and will be continued until they can be substituted by the
private sector. Regarding government funds no longer needed,
an amount of ¥23,4 billion was repaid to the national treasury on
November 21, 2012.

Creation of new
schemes for residences
for the aged

Implementation
beginning in FY
2011

With regard to residences for the aged (Residence with Support
Services for Seniors (provisional name) cooperating with medical
care and nursing care), schemes will be reviewed, including the
cooperation with other ministries and government agencies.
If relevant new legislations are implemented, strictly based on
a scrap-and-build approach, related loan insurance will be
implemented.

In line with the enactment of the Act for Partial Revision of the
Act on Securement of Stable Supply of Elderly Persons’ Housing
(Act No. 32 of 2011), the housing loan insurance business has
been implemented to cover upfront admission fees for serviced
housing for the elderlies when private financial institutions’ provide
such funding under reverse mortgage program. From 2012, the
current housing loan insurance business was discontinued, and
operations, etc., limited in those necessary to be maintained in
step with securitization business have been implemented until
they can be substituted by the private sector.

Loan origination
business

Discontinuation

of mortgage loan
operations for rental
housing

Implementation
beginning in FY
2011

Existing mortgage loan operations for rental housing will be
discontinued in FY 2011. However, with regard to loan operation
related to the supply of highly energy efficient housing, acquisition
of which is particularly promoted at securitization business,
operations will be implemented until they can be substituted by
the private sector.

With regard to loan origination related to the supply of highly
energy-saving rental housing, acquisition of which has been
particularly promoted at the securitization business as well,
operations have been implemented since FY 2011, and will be
continued until they can be substituted by the private sector.

Creation of new
schemes for residences
for the aged

Implementation
beginning in FY
2011

With regard to residences for the aged (Residence with support
services for seniors (provisional name) cooperating with medical
care and nursing care), schemes will be reviewed, including the
cooperation with ministries and other government agencies. If
relevant new legislations are implemented, strictly based on a
scrap-and-build approach, related loan will be implemented.

Followed by the discontinuation of mortgage loan operations for
rental housing and in line with the enactment of the Act for Partial
Revision of the Act on Securement of Stable Supply of Elderly
Persons’ Housing (Act No. 32 of 2011) on October 20, 2011, loan
origination has been implemented for serviced rental housing for
the elderlies since November 7, 2011.

Discontinuation of town
development loan

Implementation
beginning in FY
2012

After the end of the measure for the relaxation of lending
conditions until the end of FY 2011 implemented under the Policy
Package to Address Economic Crisis of April 2009, existing
operations will be discontinued, and unnecessary government
capital will be paid to the national treasury. However, with regard
to condominium rebuilding operations where the reorganization
of property rights causes problems and operations last for a long
term, operations only implemented by small and medium-sized
enterprise will be continued until they can be substituted by the
private sector.

With regard to town development loan origination, operations
have been implemented since FY 2012 exclusively for
condominium rebuilding projects (which involve complexity of
property rights adjustment among owners and whose procedure
would likely to last for a long term) conducted by small and
medium-sized enterprise, and will be continued until they can be
substituted by the private sector. Regarding government funds
no longer needed, an amount of ¥0.7 billion was repaid to the
national treasury on November 21, 2012,

Management of
outstanding loans

Operation of
group credit life
insurance

Housing information
providing business

To be discontinued

Implementation
beginning in FY
2011

Operations will be discontinued, and the field will be left to the
private sector (relevant operations do not include the provision
of information related to the implementation of the respective
operations of securitization business, etc.).

Operations were terminated at the end of March, 201 1except
for the housing information website service, which was also
terminated on July 26, 2011.
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Review of assets and operations, etc.

Steps to be taken . limelct . Specific content Response measures
implementation
Out of ¥48.0 billion provided between FY 2007 and FY 2009 by
the government in capital for ALM risk management purposes,
Capital for ALM risk | Implementation in taking into Iac.count. business volume over time an.d t.he An amount of ¥11.3 billion was repaid to the national treasury on March
management FY 2011 overgo\laterallzatlon rat!o of MBS (the ratio of overcollateralization 16, 2012,
relative to the MBS issuance amount to ensure the stable
provision of the“Flat 35”loans) the necessary minimum amount
will be retained and the rest will be repaid to the national treasury.
With regard to ¥45.0 billion in reserve funds for interest rate
Return of Reserve funds for Implementation in | change, based on the “Flat 35” business volume over time, the | An amount of ¥10.6 billion was repaid to the national treasury on March
unnecessary interest rate change | FY 2011 minimum necessary amount will be retained and the remainder | 16, 2012.
assets to will be repaid to the national treasury.
the national | y200.0 billon in With respect to the review of the implementation of the first
treasury government capital Implementation Supplementary Budget for FY 2009, as a result of a review of the
funds related to during FY 2010 business volume expected until FY 2011, an amount of ¥200.0 | Repaid to the national treasury on March 14, 2011.
Securitization billion has been identified and finalized to be repaid to the national
business treasury. This must be implemented with certainty.
¥30.0 billion in capital With respect to the review of the implementation of the first
funds from the Implementation Supplementary Budget for FY 2009, as a result of a review of the
government related during FY 2010 business volume expected until FY 2011, an amount of ¥30.0 | Repaid to the national treasury on March 14, 2011.
to town development billion has been identified and finalized to be repaid to the national
loan operations treasury. This must be implemented with certainty
With regard to the current branch office system divided their responsible
regions in 11 blocks, their reallocation, etc., including deliberations, towards
an efficient and effective system has been reviewed in the second mid-term
plan based on their volume of business. A review plan was formulated.
Moreover, in accordance with the decision made for reviewing branch office
Over the course of FY 2010, an examination will be conducted | structure in the Basic Policies for Reforming Incorporated Administrative
. . . on the appropriateness of the holding and/or renting of all assets | Agencies (approved by the cabinet on December 24, 2013), consideration
Review of A review plan will be Imp‘\err.\ent‘anon including the headquarters, branch offices, lodging facilities, and | has been made for concrete contents of the review, issues in reviewing,
. prepared at an early | beginning in FY X X N . p
offices, etc. time 2010 rented offices. Based on this examination, a review plan will be | and future response.
formulated at on early time and deliberations will be implemented | As for employee dormitories, a review plan was formulated in December
on consolidating offices and lodging facilities, etc. 2012 in line with the Review Plan for Employee Dormitories of Incorporated
Administrative Agencies (approved by the Administrative Reform Executive
Headquarters on April 3, 2012). The plan indicates that 15 dormitories
(91 houses) and 13 rented dormitories are to be disposed by the end of
FY 2016, in addition to 3 dormitories decided their disposal in the second
midterm plan.
With regard to employee dormitories, a review plan was formulated in
December 2012 in line with the Review Plan for Employee Dormitories
. Disposal of employee . of Incorporated Administrative Agencies. The plan indicates that 15
Review of . Implementation . L L .
employee dormitories and the beginning in FY Employee dormitories facilities and Kouko General Sport Ground | dormitories (91 h.ouses). Iand 13 renteq dgrmltor!es are gbo\lshed by the
o Kouko General Sport will be sold. end of FY 2016, in addition to 3 dormitories decided their disposal in the
dormitories 2010 .
Ground. second mid-term plan.
4 dormitories out of 18 to be disposed as well as Kouko General Sports
Ground were sold in FY 2013.
For FY 2013, as in the previous fiscal year, measures for lowered salary
payment have been taken in line with the Act on Revision of Remuneration
for National Civil Servant and Temporary Special Provisions (Law No.2,
Review of ‘ Implementation Steps will be taken VYiih certainty to reduce the Lasgeyres index 201.2). In addition, personnel and salary systems were reformed including
personnel Lowering of the beginning in FY through such as reviews of employees’ base salaries and the | review of the salary structure (terminate guarantee for the current salary for
" Laspeyres index allowances for officials above director level, among other steps, | operations of relevant employees in line with the lowering of the maximum
expenditures 2010 R . .
with further checks on overall personnel expenses. rank in the salary table to the 81st rank). To normalize wage levels, a
retirement system for management positions (staff members who will
turn 55 years or older at the end of FY 2012 become non-management
employee and their salary level is lowered to around 70%) was introduced.

Basic Policy on Reform of Incorporated Administrative Agencies, etc.

Matters in the basic policy on the reform of incorporated administrative agencies, etc., (Cabinet decision on Dec. 24,
2013), for which measures are to be taken individually, are as follows:

(1) As for the securitization support business, a third-party committee comprising external experts in a neutral
position is established to examine the relevance of business operation. This reflects the wish to prevent excessive
expansion, align the approach with private financial institutions and disclose the outline, given the importance of
maintaining sound management to retain credibility of our MBS from the markets.

(2) Taking into account the circumstances under which housing loans provided by private financial institutions are
mostly offered at variable interest rates, efforts will be made in the foreseeable future to equalize JHF’'s MBS
issuance amount and enhance awareness as the benchmark to promote active MBS issuance by private financial
institutions and increase liquidity to boost the securitization market in Japan. There will also be ongoing dialog with
private financial institutions intending to issue MBS to ensure needs are swiftly understood.

(3) The Kita-Kanto and Minami-Kyushu branches will be integrated with others by the end of FY2016.
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® Outline of the Review of Procurement

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

approved by the Cabinet on December 24, 2007.

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

1. Review Plan for Direct Appointment 2. Implementation program to achieve the Review Plan for Direct Appointments
(1) Review of non-competitive direct appointment (1) Periodic inspections of contracts by the Contract
Regarding non-competitive direct appointments, JHF Surveillance Committee, etc.
has moved to a system such as to one based on general Implementation of periodic inspections by the Contract
competitive bidding for all contractors except those that truly Surveillance
must be a direct appointment based on the Review Plan for Committee, concerning non-competitive direct appointments
Direct Appointments (set in FY 2007). and contracts that ended up with single-bidder bidding
The following are the results of the inspection and review of (2) Review of non-competitive direct appointments, etc.
noncompetitive direct appointments made in FY 2008: Avoidance of non-competitive direct appointments except
those that truly must be a direct appointment
Results of FY 2008 After review (3) Review of single-bidder bidding
Numberof | Amount | Numberof | Amount Securement of competitiveness through the efforts outlined
contracts | (1,000yen) | contracts | (1,000 yen) below to create an accessible environment in general
competitive bidding
i+ 0, 0, 0, 0,
S;"'t';?t':"e (21;30/:; P 02344/;; (?Go/g; 19 6;%%; (® Streamlining of bidding procedures Implementation of electronic
’ i ’ o bidding to reduce bidding-related clerical burdens
Competitive (24%) (21%) (28%) (38%) @ Review of specification
bidding 304 11,177,351 356 19,875,910 a. Setup of truly necessary bidding requirements according
Planned competition to the business content o
open recruitment, (59%) (72%) (58%) (57%) b. Enabling bid participants to see specification necessary
etc. 74t 37,877,063 732 29,779,572 for the maintenance, etc. of existing systems
(® Mitigation of requirements for participation in bidding
- oo 0/ 0/ 0, 0, . N N o .
Non-competitive 7%) %) (14%) (5%) a. Expansion of bidding qualification grades to all grades for
direct appointments 213 3,253,661 170 2,652,593 . . T .
contracts that ended up single-bidder bidding in the past
Total (100%) (100%) (100%) (100%) b. Expansion of eligibility to include bidders qualified by
1,258 | 52,308,075 1,258 | 52,308,075 government ministers and agencies, in addition to those
(Note 1) Post review direct appointments are those that are truly necessary. qualified by JHF . . X X
(Note 2) The total may differ due to rounding. @ Securement of a sufficient notification period, etc.
(N_ote_S) Th_e fi_gur_es ?n the above table do not include contracts ﬂjat are continuously n_1a_de Securement of sufficient notification/preparation periods
with financial institutions, such as those for the purchase of housing loans, group credit life f
insurance and interest-rate swaps, as well as consignment contracts for loans for property according t(_) the term of the contract
accumulation saving scheme-tied houses. (® Use of multiple-year contracts
. . . L Making use of multiple-year contracts for integrated
(2) Review of single-bidder bidding operation when it is more efficient to make multiple
Of competitive contracts made in FY 2008, those for which contracts with a single business, such as the lease contract
only one bidder participated in the bidding were inspected and and maintenance contract of copiers, and when the first
reviewed. bidding winner has an advantage in the subsequent bids
Based on the results, the conditions and procedures of ® Interview survey from non-participating bidder o
the contracts were amended as outlined below to ensure Holding of interviews with businesses that did not participated
competitiveness. in bidding despite their receipt of bidding documents, etc. to
understand the reasons for their nonattendance. The results
(Results of FY 2008) are reflected in the improvement of procedures for similar
Number of Amount bidding as needed.
Results
contracts (1,000 yen) i . i
Competitive contracts 1,045 49,054,414 (4) _Appropriate planned price setting _
: — 0%) @a%) _Settlng qf appropriate pls_mned prices by collecting a broad range of
Of which, those with single-bidder bidding 102 16,782,729 information on market prices, etc.
(Note) The figures (%) in the upper line indicate the percentage of the total competitive contracts. (Reference) The outlines of the contracts indicated in Note 3 of the table in section 1 (1)
are shown as below.
(Review of contracts with single-bidder bidding) Item Description Cc;g:zct (;?T:I;La:tt
_— Number of Amount
Reviewing method contracts (1,000 yen) Housing loans Contract of purchasing long-term, fixed Compstitive
- purck housing loans originated by private financial b'dz‘ ¥724.7 billion
No changes were made for the (46%) (48%) contract institutions for securitization ading
contract method, o 1) -
. 47 8,130,719 insurance contract Insurance contract Competitive
but conditions, etc. were amended concluded with insurance companies for | . P
. I H idding and non- -
Changes in specification 5 18,899 the system to repay an outstanding GHLC- compeitive direct ¥120.3 billion
- - — Group credit life | originated loan or Flat 35 loan with insurance aonointment (of which, mutual
Changes in requirements for participation 20 735,690 money when the borrower dies or has severe (rsstua\ relief relief: ¥4.4 billion)
Amendment of the notification period 33 8,049,247 f;fi?\‘"zlgtﬂe“;‘ﬁ'afs';a coniract with Zenkyoren | - = gopeace)
Other 36 7,908,545 Transaction to hedge interest-rate risk from The concept of
the time of purchasing a housing loan to the ' “contract money”
i (12%) (49%) Interest-rate . B h Competitive °
Review of the contract method time of deciding conditions . does not exist as
12 8,290,988 swap contract for securities with the housing loan as bidding no fees accrue in
oth . (40%) (2%) collateral (pipeline risk) swap transactions.
er reviews 41 310,105 For the consignment of operations for housing
2%) (0%) Consignment funding contracts to financial institutions,
Contracts that did not need to be reviewed 2 50916 contract for operations include everything from the
2 loans for acceptance of loan applications to loan | Noncompetitive
(Note 1) The number and amount of contracts may not be the same as the totals of those in property collection, and are related to housing funding direct ¥3565 million
the breakdown, as there is a possibility that some of them were reviewed in multiple items. acc}lmmatlon contracts for workers or insured people | appointments
(Note 2) The total may differ due to rounding. saving scheme- | provided by the Employment and Human
(Note 3) The figures (%) in the upper line indicate the percentage of contracts with tied houses Resources Development Organizations and

singlebidder bidding in FY 2008.

the Welfare and Medical Service Agency.
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® Executive Compensation and Salaries of Employees

I Executive Compensation

1. Fundamental policy on executive compensation
@ Linking operation results and FY 2013 executive compensation

No. of employees No. of branch No. of persons to | Average amount

(person) offices (office) be compensated (1,000 yen)
JHF (President) 921 11 19,667
Financial institution A 1,751 28 3 40,000
Financial institution B 1,466 18 5 27,800
Financial institution C 1,109 12 15 20,733
Financial institution D 1,168 10 9 17,889

Takmg into consideration the evaluation of operation results made by the Performance Assessment Committee, the President can increase or
decrease the end-of-term allowance for an executive by up to 10% based on the executive's work performance.
[Appropriateness of JHF President compensation]
The President is responsible for total management of the JHF business as the representative, with ultimate responsibility for and authority over its
operation. Under his leadership and with the GHLC as its predecessor, JHF has a core business as a financial institution to realize the stable provision
of long-term fixed private housing loans by developing a new market-oriented housing finance system. It has received an “A” rating in its FY2012
business performance evaluation, with recognition of the steady progress of its business toward achieving the mid-term target.
The compensation for the President is deemed appropriate for the following reasons: As shown in the following table, the compensation of the
President is almost equivalent or lower than those of executives of private financial institutions of a similar scale with consideration of facts such
as the inclusion of executives who retired midway through the fiscal year. The monthly compensation of the President (1,128,000 yen) is within the
monthly salary range of an administrative vice minister (1,198,000 yen).
Comparison of President compensations (FY 2012)

Note: Data on president compensations of private financial institutions is prepared based on sources of Disclosure Booklet for Financial Institution A and C, and securities
reports for Financial Institution B and D.

Note: In principle, directors (except external directors) are the persons to be compensated. However, in relation to the data used, 1 auditor general is included in Financial
Institution A and 2 corporate auditors are in Financial Institution C.

Note: Directors of Financial Institutions who resigned before the end of FY 2012 are also included. The number of such directors is: 1 in Financial Institution B and D, and 2
in Financial Institution C.

[Result of the inspection by the competent minister]
The standard for compensation is established taking that of national civil servant and private financial institutions into consideration; hence, it is
L deemed appropriate also with a consideration of the evaluation results.

-/
(@ Revision of standard for executive compensation

President

Senior Executive Vice President
Executive Vice President The salary payment for FY 2013 was lowered at a rate (9.77% of the monthly base salary) in accordance with
Senior Executive Director the salary reduction of national civil servants.

Auditor General _J

No revision was made.

2. Compensation for Directors

Total amount of annual compensations, etc., for FY 2013 Inauguration and retirement Previous
Position N - 7 - A
” Compensations (salary) Bonus Other (details) Inauguration Retirement position
Thousand yen Thousand yen Thousand yen Thousand yen
President 19,427 12,010 5,002 2,162  (Regional adjustment) P
253 (Commuting allowance)
Senior Executive Thousand yen Thousand yen Thousand yen Thousand yen December 31
Vice President A 13,582 7,869 4,297 1,416 (Regional adjustment)
. . Thousand yen Thousand yen Thousand yen Thousand yen
‘s,fc"f';rg%ce‘:‘t;"g 3,048 2,540 0 457 (Regional adjustment) January 1 O
52 (Commuting allowance)
Executive Vice Thousand yen Thousand yen Thousand yen Thousand yen
President 13,130 7,512 4,102 1,352 (Regional adjustment) December 31 <&
164  (Commuting allowance)
Senior Executive Thousand yen Thousand yen Thousand yen Thousand yen
Director A 2,758 2,268 0 408  (Regional adjustment) January 1 &
82  (Commuting allowance)
Senior Ex tive Thousand yen Thousand yen Thousand yen Thousand yen
et B 13,269 9,074 2,482 1,633 (Regional adjustment) April 1
80  (Commuting allowance)
. . Thousand yen Thousand yen Thousand yen Thousand yen
Sens?:elf:)t(g::gtlve 14,556 9,074 3,716 1,633 (Regional adjustment)
133 (Commuting allowance)
. . Thousand yen Thousand yen Thousand yen Thousand yen
Sens?:eltiz)t(g::gtlve 14,664 9,074 3,716 1,633 (Regional adjustment) April 1 O
241 (Commuting allowance)
. . Thousand yen Thousand yen Thousand yen Thousand yen
se"g}:e'i’t‘gf‘ét“’e 14,588 9,074 3,369 1,633 (Regional adjustment) April 1 %
512 (Commuting allowance)
Senior Executive Thousand yen Thousand yen Thousand yen Thousand yen
Director F 14,535 9,074 3,716 1,633  (Regional adjustment) *
112 (Commuting allowance)
- Thousand yen Thousand yen Thousand yen Thousand yen
Auditor General 13,172 8,207 3,361 1,477 (Regional acjustment) March 31 %
126  (Commuting allowance)
- Thousand yen Thousand yen Thousand yen Thousand yen
AUdltOTBGeneral 12,180 8,207 2,245 1,477  (Regional adjustment) April 1
251  (Commuting allowance)
- Thousand yen Thousand yen Thousand yen Thousand yen
AudltorCGeneraI 13143 8,207 3,361 1,477  (Regional adjustment) April 1 O
97  (Commuting allowance)

(Notes) 1. The special regional allowance is paid to executives working in areas with high private-sector wages.
2. The following symbols are used in the above table to designate the previous position. Blank column when not applicable.
* — Retired civil servant
<{> — Seconded executive (presently an executive at an organization such as an incorporated administrative agency after having retired in order to become an executive at an organization such
as an incorporated administrative agency as stipulated under Paragraph 1, Article 8 of the National Civil Servant Retirement Allowance Law (Law No. 182 of 1953)).
% — Retired employee of an organization such as an incorporated administrative agency (retired from an agency covered by the law Concerning Access to Information Held by Incorporated
Administrative Agencies (Law No. 140 of 2001)).
* ¥ — In the case a retired civil servant became an executive after having worked as an employee or executive of an organization such as an incorporated administrative agency



3. Retirement allowances paid to executives (directors who resigned during FY 2013 and were paid a retirement allowance)

Previous

Category Total payment | Length of service at agency | Date resigned | Performance rate Notes posion
President Thousand yen Year Month N/A
Senior Executive Thousand yen Year Month N/A
Vice President
Executive Thousand yen Year Month N/A
Vice President
Senior Executive Thousand yen Year Month
Director 2,464 2 0 March 31,2013 1.0 The Performance Assessment Committee for incorporated administrative *
N agencies, which assesses performance in FY 2012, decided the performance
AudltorAGeneraI Thouzazg ;en \Zear Mo(;nh March 31,2013 1.0| rate (1.0,
U (The amount described in the left column is the amount of total payment
i Month i
AudltorBGeneraI Thouzagdséen \éear A March 31,2013 1.0 | decided) %

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

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

II Salaries of Employees

1. Fundamental policy on salaries of employees
(D Fundamental policy regarding labor costs management

As stipulated in Paragraph 1, Article 30 of the Law on General Rules on Independent Administrative Institutions
(Law No. 103 of 1999 and referred to below as the General Rules Law), JHF creates a plant to achieve the relevant
medium-term goals set by the minister of Infrastructure, Land, Transport and Tourism for the period extending
from April 1, 2012, through March 31, 2017, and this plan receives the approval of the Minister of Infrastructure,
Land, Transport and Tourism.

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

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

/—Paragraph 3, Article 63 of the General Rules Law stipulates that employee salary standards must take into )

consideration the performance of the agency and conform with general social trends, and there was a request
from the government (approved by the Cabinet on November 15, 2013) for salary revision that appropriate salary
_ levels be reviewed rigidly and set by taking into due consideration the salary level of national civil servants.

b. Rationale behind the method for reflecting employee skills and work performance in salaries

consideration the employee’s work performance; therefore based on JHF's personnel evaluation system, the
work performance evaluations are reflected in bonuses and periodic pay raises. As for the overall performance
of JHF, an intra-department evaluation system that evaluates each department’s contribution to the agency’s
\performance has been introduced, and the results of these evaluations are reflected in bonuses.

(Details of salaries that reflect efficiency and work performance)
Salary items Details of the system
- Periodic pay raises and promotions (pay raise accompanying a promotion) are
determined based on skill evaluations for a set period of time.
- The pay rate for the diligence allowance is determined based on the work performance
evaluations for a six month period.

Base salary

Diligence allowance

c. Main revisions to the salary system in FY 2013

table to the 81st rank

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

(for employees)

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

* Implementation period of the measures for lowered salary payment was formally set until July 2014. In terms
of normalization of salary level, however, it was moved up to March 2014 in accordance with the adjustment
concerning measures for salary revision and lowered salary payment for winter bonus in December, 2012.

-Details of measures for employees’ base salary schedule: reduction rate of monthly base salary was from 4.77%
10 9.77%

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

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

(for executives)

- Implementation period: April 2012 — March 2014

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

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

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

’—Paragraph 1, Article 63 of the General Rules Law stipulates that the salary of an employee must take into |

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

101

dHr noqy

soidoj

ssauisng 4Hr Jo s|ieleq



dHr noqy

soido|

ssauisng J4Hr JO s|ielea

102

2. Employee salaries

@ Salary by type of work
FY 2013 annual salary (average)
Type Employees Average age
bz e SR Total amount Cont_ract = Bonus
earnings Commuting allowance

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

ploy 785 44.7 7,663 5,805 137 1,858
. . Persons Age Thousand yen Thousand yen Thousand yen Thousand yen

Clerical/technical 784 447 7,666 5,806 138 1,860
Others Pers;)ns _ Age Thousimd yen Thousa;nd yen Thousim yen Thousild yen

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

number of such employees has been included.

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

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

(Thousand yen) (Person)
12,000
Person
140
10,000 == Average salary
=@- Third quintile 120
8,000 = First quintile
’ 100
Average government \
6.000 employee’s salary .\ 80
it 60
4,000
40
2,000 20
0
20-23 24 -27 28-31 32-35 36-39 40 - 43 44 - 47 48 - 51 52 - 55 56 - 59
years old years old years old years old years old years old years old years old years old years old
(Note) From the annual salary amount in (D, commutation allowances are deducted. The same applies through & below.
(Clerical & technical employees)
o Quartile Quartile
Groups used in distribution Employees Average age = = Average = =
First quartile Third quartile
Representative position Persons Age Thousand yen Thousand yen Thousand yen
- Director at head office 150 48.3 9,211 9,326 10,034
+ Clerk at head office 21 34.2 4,156 4,451 4,686

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

(® Employee by grade (as of April 1, 2014) (Clerical and technical employees)

Rank Total First grade Second grade Third grade Fourth grade Fifth grade Sixth grade
Standard position Clerk Clerk Deputy Manager Manager chrﬁ(;trg;m hﬁ?:gglg
Persons Persons Persons Persons Persons Persons Persons
(522;%:;2) - 57 111 315 256 44
Age Age Age Age Age Age Age
(voungest - oldest) — 48 ~ 24 59 ~ 26 59 ~ 32 59 ~ 38 59 ~ 48
Scheduled annual Thousand yen Thousand yen Thousand yen Thousand yen Thousand yen Thousand yen
salary (low - high) - 4,158~2,631 4,578~3,174 6,553~3,855 8,865~5,332 9,362~7,521
Annual salary Thousand yen Thousand yen Thousand yen Thousand yen Thousand yen Thousand yen
(low - high) — 5,346~ 3,441 6,078~3,925 8,646~4,991 11,686~5,969| 12,579~10,046

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

(® Bonuses (FY 2013) assessed portion (clerical and technical employees)

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

- servants and other agencies (clerical and technical employees)
Summer bonus Winter bonus
s (paid in June) | (paid in December) HEE]
P S P 5 > National civil servant comparative 1999
Constant payment (year-end bonus) 62.4 652 639 index: '
Managing _ 9 9 9
grade | Evaluation-based payment g o g
employees g:ll:egr:ggt)e allowance) 376 348 361 Other agencies comparative index 116.8
% % % ; : . .
- ° o o clerical and technical employees):
Upper-lower | g, 7 _o48 | 506~300 | 525~295| ployees)
N % % % (Note) The National Personnel Agency calculates the index based on the
Constant payment (year-end bonus) 61.6 64.1 62.9 salaries JHF is presently paying and setting to 100 the salary level if JHF’
G I K o % o s salaries were replaced by the national government's salary level (for the
eneral | Fyaluation-based payment ° ’ ? other agencies comparative index, the price level if other administrative
employees Edlllgence allowance) 38.4 35.9 371 agencies were a single agency) and weighing for the age distribution of
average) % % % JHF employees.
Upper -lower| 400~ 29.8 | 100.0 ~27.2 | 100.0 ~ 29.1



Reference items for the salary level comparative index

O Clerical and technical employees

ltem Details
Comparison with national civil servants 122.2
Regional differences 113.4
Index .
Reference | Academic history 118.7
Regional differences and academic history ~ 111.0

Quantitative
reasons
why the

salary
level is
high
compared
to
national
civil
servants

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

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

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

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

Comparison of average salary (FY 2012)

Average salary

Employees | Offices | Average Age (thousand yen)

JHF 921 11 44.4 7,883

Financial institution A 1,751 28 40.4 7,587

Financial institution B 1,466 18 41.3 7,712

Financial institution C 1,109 12 37.7 7,609

Financial institution D 1,168 10 38.0 10,801

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

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

[Affects taken into consideration regional differences and academic history]

- JHF's salary is affected by the fact that the majority of the agency's
employees work in major metropolitan areas, and the organization and
personnel were centralized in Tokyo to rationalize and improve the
efficiency of operations (eliminating the effect of regional differences
reduces the national civil servant comparative index to 113.4 from
114.0), the high percentage of employees with at least a college
degree (eliminating the effect of higher education reduces the national
civil servant comparative index to 118.7 from 119.6; and eliminating
the effect of regional differences and higher education reduces the
national civil servant comparative index to 111.0 from 111.5).

Verification of the
appropriateness
of wage levels

[Examination result]

(Result of the JHF's examination)

The fact that the salary level of JHF is higher than the national civil
servant is deemed affected by the following points.

- To implement JHF's operations (including operations of former GHLC)
smoothly and appropriately, it is necessary to secure human resources
with expertise in specific financial technology and financial business.
For this reason, JHF carries out its recruitment mainly targeting
applicants with at least a college degree, which results in the higher
percentage of the degree holders than the government.

- In terms of secure and stable human resources as well as their good
performance, it is necessary to consider the salary level of private
financial institutions, etc. in deciding the JHF's salary level.

The absolute level of total compensation including salary, and national
government financial support as percentage of total expenditures, is
small.

Concerning the outstanding loan management account, based on the
Greater Efficiency and the Improved Operations of the Government
Housing Loan Corporation with the Goal of Transforming into an
Incorporated Administrative Agency (formulated on July 6, 2005) (in
the following, Management Improvement Plan) and its the first mid-
term plan, JHF used funds raised through securitization of outstanding
housing loans to implement advanced redemption of borrowings from
the Fiscal Investment and Loan Program (no compensation), and the
subsidies from the national government were abolished by the final year
(FY 2011) of the first mid-term period after necessary amounts were set.
Since FY 2011, the account surplus for the single fiscal years has been
recorded as a result of improvement of difference between incomes
from asset management and fund raising expenses and other factor,
an accumulated losses have been steadily decreased. (in the accounts
other than the outstanding loan management account, JHF recorded
retained earnings in total.)

(Result of the inspection by the competent minister)

Since the salary levels exceed that of national civil servant, continuous
efforts should be made to capital the salary level in accordance with the
Law on General Rules for Incorporated Administrative Agencies.

Verification
of the
appropriateness
of
wage
levels

[National government financial support as percentage of total projected

expenditure budgets: 0.7%)]

(national government financial support - ¥49.1 billion; total projected

expenditures - ¥7,166.4 billion [Account settlement for FY2013, after the

second supplementation])

* Fiscal spending from the state (¥49.1 billion) is allocated for capital
to deal with credit risk in securitization support business, etc. (¥34.5
billion) and subsidies for implementation of Flat 35S (¥14.6 billion).

[Accumulated losses — no record (overall earned surplus: ¥157.6 billion):

Account settlement for FY2013, after the second supplementation]

* In the breakdown by accounts, ¥284.4 billion of accumulated losses is
recorded concerning the outstanding loan management account, but
it is not recorded for other accounts.

[Percentage of managerial positions: 34.6% (271 out of 784 full-time

employees)]

*The percentage of managerial positions for the national government:
15.8% (the percentage of Grade 6 or higher national civil servants in
the Administrative Service Salary Schedule of National Civil Servant
Survey in 2013 [National Personnel Authority])

[Percentage of employees with at least a college degree: 83.4% (654

out of 784 full-time employees)]

#*For the national government: 54.1% (the percentage of national
civil servants in the National Civil Servant Survey in 2013 (National
Personnel Authority) with a college degree whose salary is based on
the administrative service salary schedule)

[Total compensation, including salary, as percentage of total
expenditures: 0.1%)]

(total compensation, including salary - ¥7.4 billion; total expenditures -
¥7,166.4 billion (Account Settlement for FY 2013))

Measures

[Details of measures]

1. Efforts by JHF (FY 2007 - FY 2012)

Efforts have been made to normalize wage levels by lowering employee’s
monthly-based salary in accordance with revision of remuneration for the
national civil servant and taking measures for lowered salary payment in
line with the Act on Revision of Remuneration for National Civil Servant
and Temporary Special Provisions (Law No. 2, 2012). In addition to these
efforts, JHF has taken the following measures:

(FY 2007)

- Lower base salary by 5.03% on average

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

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

- Introduce a retirement system for management positions (for staff
members who will turn 55 years or older at the end of the fiscal year)
(on-going)

(FY 2008)

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

(FY 2009)

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

(FY 2010)

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

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

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

(FY 2011)

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

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

(FY 2012)

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

(FY 2013)

- Terminate guarantee for the current salary for relevant employees in
line with the lowering of the maximum rank in the salary table to the
81st rank

2. Measures to be taken by JHF

(FY 2014 (on-going))

Abolish a current type of staff (operational staff) and create a new type of
staff (business career staff) (approximately 10% reduction in salary level)
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I Total Personnel Expenses

> Rank Current fiscal year | Current fiscal year Comparative increase Changte tﬁ:':fa aﬂre; :tl)“:igure
o (FY 2013) (FY 2012) A decrease .
be) medium A term plan (FY2012)
E_ Total payments of salary and Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)
E bonus, etc. ) 7,369,080 7,423,382 A\ 54,302 (~0.7) A 54,302 (~0.7)
T Payment of retirement benefits Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)
(B) 1,338,717 512,125 826,592 (161.4) 826,592 (161.4)
Salary of non-permanent directors Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)
,,,,,,,,, and employees, etc. (c) 902,140 942,479 A\ 40,339 (&2 4.3) A\ 40,339 (A~ 4.3)
Welfare expenses Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)
(D) 1,155,419 1,134,897 20,522 (1.8) 20,522 (1.8)
Personnel expenses at the Thousand yen Thousand yen Thousand yen (%) Thousand yen (%)
broadest base (A+B+C+D) 10,765,356 10,012,883 752,473 (7.5) 752,473 (7.5)
3
T,
8 .
Reference items for the overall labor costs
O Reason for year-on-year changes in total compensation, including salary, and broadly-defined labor costs
- The total compensation, including salary, shrank 0.7% or around ¥0.05 billion from the previous year, mainly due to a reform of human
resource and employees’ salary system and a decrease in the number of employees.
777777777 - Payment of retirement benefits increased 161.4% or around ¥0.83 billion from the previous year, mainly because that the retirement
benefits for employees who retired in the end of FY 2012 were paid in April 2013.
(@) - As a result based on above matters, broadly defined labor costs increased 7.5%, or around ¥0.75 billion from the previous year.
2 - Based on the Reduction of Payment Level of Retirement Benefits for National Civil Servants (adopted by the cabinet on August 7, 2012),
-8 the following measures were determined to be taken.
3
==
(]
@ (Executives)
c<> - The payment level of retirement benefits was lowered for those executives who will retire after March 31, 2013, by deciding adjustment ratio*'
2 in accordance with that of national civil servants.
8 *1 (D Retirement date is from March 31, 2013, to September 30, 2013: 98/100
3 @ Retirement date is from October 1, 2013, to June 30, 2014: 92/100
8 (® Retirement date is after July 1, 2014: 87/100
""""" (Employees)
w) - The payment level of retirement benefits was lowered for those employees who will retire after June 30, 2013, by deciding adjustment ratio*
go- in accordance with the numeration of national civil servants.
= *2 (D Retirement date is from June 30, 2013, to December 31, 2013: 98/100
g @ Retirement date is from January 1, 2014, to June 30, 2014: 92/100
: (® Retirement date is after July 1, 2014: 87/100
XL
T
m =
£ IV Matters that JHF finds necessary
5 There was no particular matter to be reported.
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® Product Outline

Product outline of Flat 35 (Purchase Program)

As of April 1, 2014

Application
requirements

@ Those aged less than 70 at the time of application (if the two-generation loan repayment scheme (there are certain requirements) is applied, this loan applies also to
people aged 70 years and over).

@ Those who have Japanese nationality, the right of permanent residency in Japan, or a special permanent residence status.

@ Those whose repayments on all loans®, including Flat 35, satisfy the annual DTI (debt to income) ratios set in the following table (income may be combined, but the
repayment period may be shortened).

Annual income Less than 4 million yen | 4 million yen or more
DTI 30% or less 35% or less

* Besides loans under the Flat 35 program, all loans include those for other housing, cars, education and credit-card loans (including cash advances and purchases of
goods by payment in installments) (including income of the co-borrowers, if any).
@ In the case that the house and its lot covered by loan is co-owned, the applicant must retain a certain portion of the ownership of the property

(Note 1) The income, in principle, must be based on income stated in the official certificate for the year before the fiscal year in which the application is made (in the
case of FY 2014, the income must be based on income between January and December 2013 in principle.). The income stated in the official certificate is as
follows:

(1 For those other than the above, amount of salary income; or
(2) For those other than the above, amount of incomes (a total income from business, real estate, and interest, salary income, and dividend income)
(Note 2) The number of applicants is limited to two people including a co-borrower.

Purpose of the
loan

@ Loans for construction/purchase of a new home or purchase of an existing home for occupation by the applicant or relatives
@ Loans for construction/purchase of a house for weekends (a second house) to be used by the applicant

(Note) This loan cannot be offered for reform of a house.

House covered
by loan

@ Houses that satisfy the technical criteria set by JHFF
@ Have a floor area*' of 70 m? or more for a detached house, a terrace house style including semi-detached house and a flat *Zstyle, 2or 30 m or more for a
condominium style, etc.

Detached house, terrace house style including semi-detached house, flat style 70 m? or more

Apartment complex (condominium and similar) 30 m? or more

*1 In the case of a multipurpose house such as dwelling with shop, the floor area of the residential space must be larger than that of the non-residential space (shop,
office, etc.).
=2 Terrace house style, including semi-detached houses: an architectural style other than a condominium style (a building where two or more houses share
corridors, stairs, halls, etc.) that has a row of two or more houses sharing side walls.
Flat style: an architectural style other than a condominium style which has two or more stories and on each of the stories is a suite of rooms for one house.
@ Costs of housing construction (including the land purchased for the house), or a purchase price of 100 million yen and under (including consumption tax).
@ No conditions on the size of land for the house

Amount of the
loan

One to 80 million yen (in increment of 10 thousand yen), provided that the total LTV (loan to value) ratio is 100% or less of construction or purchase cost (excluding
costs for the nonresidential space)*.

Duration of the
loan

@ 15 years (10 years if the applicant and/or a co-borrower is aged 60 and over at the *'time the application is fi led) or over, and whichever is shorter between 1) and

2) below (increment: 1year)

(D 80 years minus the age of the applicant at the time the application is filed with the part of the period less than one year counted as one year.

*1 If the two-generation loan repayment scheme (there are certain requirements) is applied, the loan term shall be based on the age of the successor regardless of
any co-borrower.

*2 |If the two-generation loan repayment scheme (there are certain requirements) is applied, the loan term shall be based on the age of the successor regardless of
any co-borrower.

@ 35 years

(Note 1) The loan is not available if whichever shorter between 1) and 2) is less than 15 years (10 years if the applicant and/or a co-borrower is aged 60 and over).
(Note 2) Customers who have selected a loan of 20 years or less cannot change the period to 21 years or more during the repayment period.

Borrowing rate

@ Fixed rate*’
@ The borrowing rate differs according to its loan duration (20 years and under, or 21 years and over) and its loan-to-value ratio (90% or lower, or over 90%).
=1 Under Flat 35S, the interest rate is reduced for a certain period (please visit the Flat 35 website for more information).
* 2 Loan-to-value ratio is calculated with the following formula:
Borrowing amount of [Flat 35]

Construction or purchase cost of a house (including the land purchased for the house)
= 3 Different interest rates are set by different financial institutions. Information on the rates is available at financial institutions and the Flat 35 website
(www.flat35. com).
*4 The interest rate applied is that on the date of disbursement, not of application. The disbursement date shall be determined by the financial institution.
*5 Some financial institutions offer the same borrowing rate regardless of the loan duration and the loan-to-value ratio.

Loan-to-value ratio =

@ Monthly principal and interest equal repayment or monthly principal equal repayment.

motzation Recipients may choose to repay with bonuses every six months to the limit of 40% of the loan and in the unit of 10,000 yen.

@il _ @ JHF holds afirst-ien mortgage on the house and land to which the loanis extended.
(Note) Fees for closing the mortgage (registration license tax, compensation for an escrow agents, etc.) shall be paid by the borrower.

Surety @ Not required.

Group credit life
insurance

@ The use of JHF credit life insurance is recommended It is strongly recommended to prepare for unexpected adverse events.

(Note) A special contract premium shall be paid by the customer. Some customers may not be able to be accepted depending on their health conditions.

Fire insurance

@ Customers of the scheme must until the end of repayment of the loans take out fire insurance (meaning either a fire insurance provided by an insurance company
selected at the discretion of the customer or a mutual aid fire insurance stipulated by laws; the same hereinafter.) for the dwelling that is the purpose of borrowing
the loan.

@ The insurance amount must at least equal the loan amount (Note) and the subject of indemnification must be fire damage to the building.

(Note) The appraisal amount if the amount (appraisal amount) computed on the basis of the criteria of the insurance company is less than the loan amount.

@ If a mortgage is placed on the lot, the insurance period, premium payment method and requirements for a pledge vary by the financial institution offering the loan.

If a mortgage is not placed on the lot, the maturity date of the insurance policy shall be the day of the final repayment or later, the payment method shall be up-front
payment for all the insurance term, and JHF takes a first priority pledge on the recipient’s right to obtain fire insurance benefits.

(Note) A fire insurance premium shall be paid by the customer. JHF s special fire insurance is not applicable.

Fees for the
Origination of the
loan Fees for the
inspection of the
property

@ Origination fees *'“may differ between financial institutions offering loans.

@ Different institutions/experts that certify suitability impose different fees for inspecting properties.**
=1 Information on origination fees is available at financial institutions and the Flat 35 website (www. flat35. com).
* 2 Origination fees and property inspection fess shall be paid by the borrower.

Guarantee Fee
and Prepayment
penalty

@ Not required.

(Note) When the loan is prepaid partially, the day of the payment shall be on the monthly payment day. There is a minimum amount for prepayment partially which is
one million yen.
Since July 2014, the amount of repayment will have been 100,000 yen or more when applying for prepayment of a part of loan through “Su-My Note” (an
online service for customers during their repayment period).

Please note that the loan application may be rejected according to the results of underwriting conducted by the originating financial institution or JHF which purchases the loan.
In addition, if loan-to-value ratio exceeds 90%, JHF more carefully examines repayment certainty and other matters than cases with the ratio of 90% or lower.
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Product outline of Flat 35 (Loan Refinance)

As of April 1, 2014

Application
requirements

@ In principle, the applicant for loan refinance is the same person as the borrower of the outstanding loan. However, a co-borrower can be added at the time of refinancing (the number
of borrowers is limited to two people).
+ If a borrower is added or if the proportion of the ownership to the house is changed at the time of refinancing, please consult with the local tax office or a tax accountant on

housing loan tax credit and tax.

@ In the case that the house or its lot covered by loan is co-owned, the applicant must retain a certain portion of the ownership.

@ Those aged less than 70 at the time of application (if the two-generation loan repayment scheme is applied (there are certain requirements), this loan applies also to people aged 70
years and over).

@ Those who have Japanese nationality, the right of permanent residency in Japan, or a special permanent residence status.

@ Those whose repayments on all loans, including™ Flat 35, satisfy the annual DTI (debt to income) ratios set in the following table (income may be combined)

Annual income Less than 4 million yen 4 million yen or more
DTI 30% or less 35% or less

* Besides loans under the Flat 35 program, all loans include those for other housing, cars, education and credit-card loans (including cash advances and purchases of goods by
payment in installments) (including the income of the co-borrower, if any).
@ Those who have not missed a repayments on an outstanding loan for at least one year from the loan agreement date (+) to the refinance application date.
*The loan agreement date is the date when a new borrower is registered in case the original borrower is changed due to inheritance or other reason (excluding the addition of a
borrower).

(Note 1) The property subject to the loan must be owned by the applicant and must be occupied by the applicant or relatives.
* Eligible for loan refinancing are also dwellings used as second residences (dwellings that are used during temporary long-distance job transfers or on weekends but are not rented
out) provided that the applicant is the owner and the dwelling is used by the applicant.
(Note 2) The income of the year before the year of application (between January and December 2013 in the case of FY 2014) shall be examined in principle. The income stated in the
official certificate is as follows:
( For those with only salary income, amount of salary income; or
(@ For those other than the above, amount of incomes (a total income from business, real estate, and interest, salary incomes, and dividend income)

Purpose of the
loan

@ Refinancing for the housing loan of either (D or @) outlined below
(D Construction/purchase of a house that is owned and occupied by the applicant
* Eligible for loan refinancing are also dwellings used as second residences (dwellings that are used during temporary long-distance job transfers or on weekends but are not rented
out) provided that the applicant is the owner and the dwelling is used by the applicant.
(2 Construction/purchase of a house that is owned by the applicant and occupied by relatives

(Note) Loans other than housing loans, e.g., multi-purpose loans and investment loans, are not eligible for refinancing, nor are housing loans for housing improvements.

Requirements
for the housing
loan and house
that are subject
to refinancing

@ The amount of the original loan taken out at the acquisition of a house shall meet the following requirements:

(1) 80 million yen or less

(2) The total LTV (loan to value™"*? ratio is 100% or less.

+1) The cost for acquiring the lot is included.

+2) The charges incurred at the acquisition of the house is excluded.
@ The cost for the construction or purchase of a house (including the lot purchased for the house) is 100 milion yen or less (including consumption tax).
@ Have either of the following floor area : *l
A detached house, a terraced house (including a semi-detached house) and a flat**
A condominium, etc.

+ 1In the case of a multipurpose house such as dwelling with shop, the floor area of the residential space must be larger than that of the non-residential space (shop, office, etc.).
+ 2 Terrace house style, including semi-detached houses: an architectural style other than a condominium style (a building where two or more houses share corridors, stairs, halls,
etc.) that has a row of two or more houses sharing side walls.
Flat style: an architectural style other than a condominium style which has two or more stories and on each of the stories is a suite of rooms for one house.
@ No conditions on the size of land for the house
@ Houses that satisfy the technical criteria etc. set by JHF.

70 m’® or more

30 m” or more

Amount of the
loan

@ One to 80 million yen. The lower of the outstanding amount of the current housing loan or 200% of the™ assessment rate of collateral by JHF (in increment of 10 thousand yen)
* The following costs can be included: (1) costs for stamp duty affixed on the loan contract; () origination fees for the refinance; 3 costs for registration and inundation of mortgage
(registration license tax); (@ compensation for escrow agent who files the mortgage; ® special premium for JHF's group credit life insurance (for the first year); and ® costs for Flat
35 criteria inspection (fees for inspection of s house).

Duration of the
loan

@ 15 years (10 years if the applicant and/or a co-borrower is aged 60 and ove * 1, 2 at the time the application is filed) or over, and whichever is shorter between (1) and @ below for

the upper limit (unit: 1year)
(M 80 years minus the age of the applicant at the time the application is filed * 1, 2, with the part of the period less than one year counted as one year.

+ 1 f there is a co-borrower who uses over 50% of their annual income for debt repayments, the loan term shall be based on the age of whichever is higher between that of the

applicant and that of the co-borrower.

* 2 If the two-generation loan repayment scheme is applied (there are certain requirements), the loan conditions shall be based on the age of the successor regardless of any co-borrower.
(2 35 years less the month elapsed on the outstanding mortgage rounded at one year increment

+ 1 Starting date of the calculation is the date of closing on the outstanding mortgage

* 2 This treatment may not be applicable at some financial institutions. Please ask the financial institution originating the loan.

(Note 1) Loan refinancing is not applicable if whichever shorter between (1) and @ is less than 15 years (10 years if the applicant and/or a co-borrower is aged 60 and over).
(Note 2) Borrowers who have selected a loan term of 20 years or less cannot change the term to 21 years or more during the repayment period.

Borrowing rate

@ Fixed rate

@ The borrowing rate *"“applicable to loans of 20 years and under is different from the rate applicable to loans of 21 years*® and over.
+ 1 Different interest rates are set by different financial institutions. Information on the rates is available at financial institutions and the Flat 35website (www.flat35.com).
+ 2 The interest rate applied is that on the date of disbursement, not of application. The disbursement date when the recipient takes out the loan shall be determined by the financial institution.
+ 3 Some financial institutions offer the same borrowing rate regardless of the duration of the loan.

#12

@ Monthly principal and interest equal repayment or monthly principal equal repayment.

ezt Recipients may choose to repay with bonuses every six months to the limit of 40% of the loan and in the unit of 10,000 yen.

o . @ JHF holds a frst-len mortgage on the house and land to which the loanis extended.
(Note) Fees for fiing the mortgage at the title recording office (registration license tax, compensation for an escrow agent, etc.) shall be paid by the borrower.

Surety @ Not required.

Group credit life
insurance

@ The use of JHF credit life insurance is recommended It is strongly recommended to prepare for unexpected adverse events.
@ If the group credit life insurance is applied to the loan to be refinanced, the insurance will be terminated at the time of refinancing. Those who wish to have JHF credit life insurance
must take out a new policy. However, some customers may not be able to take out a new policy depending on the results of inspections by insurance companies.

(Note 1) A special contract premium shall be paid by the customer. Some customers may not be able to be accepted depending on their health conditions.
(Note 2) If customers who have JHF credit life insurance withdraw due to the discretionary early redemption, JHF refunds the customers the amount equivalent to unexpired guaranteed
months of their prepaid fees as JHF set for a special contract premium. However, this may not be the case according to the period of withdrawal, etc.

Fire insurance

@ Customers of the scheme must until the end of repayment of the funds take out fire insurance (meaning either a fire insurance provided by an insurance company selected at the
discretion of the borrower or a mutual aid fire insurance stipulated by laws; the same hereinafter) for the dwelling that is the purpose of borrowing loan.

@ Thea insurance amount must at least equal the outstanding loan amount (Note) and fire damage to the building must be the subject of indemnification.

(Note) The appraisal amount if the amount (appraisal amount) computed on the basis of the criteria of the insurance company is less than the outstanding loan amount.

@ Insurance periods and insurance premium payment methods differ depending on the handling financial institution. If no mortgage has been established on the lot, the fire insurance
must have a payment mode whereby insurance premiums are paid in an up-front payment for all the insurance term to ensure that the date of insurance maturity falls on or after the
end of the final repayment of the refinancing loan. Moreover, with respect to the right to claims to the fire insurance money, a first-ranking right of pledge must be established for the
Japan Housing Finance Agency as pledge.

@ If a mortgage is placed on the lot, the insurance period and premium payment method and requirements for a pledge vary by the financial institution offering the loan. If a mortgage
is not placed, the maturity date of the insurance policy shall be the day of the final repayment or later, the payment method shall be long-term lump-sum payment, and JHF takes a
first priority pledge on the recipient’s right to obtain fire insurance benefits.

@ If the fire insurance that was already taken out before refinancing meets requirements prescribed as above, the customer can keep the policy. However, if a mortgage is not
registered on the lot, and if the maturity date of the insurance taken out before refinancing is the day before the final repayment of the refinancing loan or if the maturity date comes
after the final repayment of the refinancing loan with yearly payment of insurance premium, the fire insurance shall be cancelled and a new policy with an up-front payment for all
the insurance term shall be taken out so that the maturity date shall be the day on the final repayment or later. In addition, JHF takes a first-priority pledge on the recipient’s right to
obtain fire insurance benefits.

(Note) A fire insurance premium shall be paid by the customer. JHF’s special fire insurance is not applicable.

Fees for loan
origination
and property
inspection

@ Origination fees *"*may differ between financial institutions offering loans.

@ Fees for the inspection of the property are*? necessary to certify the conformity with technical standards prescribed by JHF in a document. Different institutions/ experts that certify
suitability impose different fees for inspecting properties™.
+ 1 Information on origination fees is available at financial institutions and the Flat 35 website (www.flat35.com).
+ 2 Origination fees and property inspection fess shall be paid by the borrower.

Guarantee Fee
and Prepayment
penalty

@ Not required.

(Note) When the loan is prepaid partially the day of the payment shall be on the monthly payment day. There is a minimum amount for prepayment partially which is one million yen.
Since July 2014, the amount of repayment will have been 100,000 yen or more when applying for prepayment of a part of loan through “Su-My Note” (an
online service for customers during their repayment period).

Special matters
in the case of
refinance

@ Flat 35 S is not applicable to loan refinancing.
@ If the ot is located within the land adjustment project lot which is not completed and where lien upon the property cannot be registered until the completion of the project, refinancing
is not available.

‘ Please note that the loan application may be rejected according to the results of underwriting conducted by the originating financial institution or JHF which purchases the loan.




Product outline of Loans for Recovery from Disasters (Great East Japan Earthquake)

As of April 1, 2014

Purpose

Fund to build, purchase or repair own housing or housing of parents damaged by disaster
3 Also covers housing to be leased to people affected by disasters.
3% Cannot be used to refinance housing loans.

Loan Amount

The loan amount is the lower amount of the total of each required amount or the total loan limit of the following (in increment of ¥100,000, at least ¥100,000)
@ Construction

(DBasic loan amount (construction fund) : ¥15 million MNote)
(Land acquisition fund) : ¥9.7 million Mete2)
(Land leveling fund) : ¥4 milion

(@Special added amount  (construction fund) 1 ¥4.6 million

(Note 1) The loan limit when living with an affected relative is ¥20.7 million. “Living with an affected relative” refers to circumstances in which the candidate borrower and their
lineal relative, previously living apart from the borrower, were both affected and now live together in a newly built house.

(Note 2) The basic loan amount (Land acquisition fund) is up to ¥5.8 million when the candidate borrower obtains a leasehold right.
Although the deposit for a fixed-term leasehold is also eligible for loans provided certain conditions are met, the basic loan amount (Land acquisition fund) in such cases is
up to ¥3.8 million.

¥ The total basic loan amount (construction fund) and special added amount (construction fund) is up to the construction cost.

% The basic loan amount (Land acquisition fund) and basic loan amount (Land leveling fund) are each up to the required cost amount.

% The basic loan amount (Land acquisition fund) and basic loan amount (Land leveling fund) can be borrowed together with the basic loan amount (construction fund)

¥ The cost to remove damaged houses can be included in the construction cost.

% The basic loan amount (Land acquisition fund) is available only when the candidate borrower obtains land after the disaster.

3% The basic loan amount (Land leveling fund) is available for removing accumulated soil, earth cut, earth fill, or retaining wall construction, etc.

3% The loan amount for those who receive subsidies for housing construction from national or municipal governments may be reduced.

@Purchase

@Purchase a new house
(DBasic loan amount (purchase fund) 1 ¥24.7 million Nete 1 Note 2)
(2Special added amount (purchase fund)  : ¥4.6 million

@Purchase an existing (second-hand) house
(DBasic loan amount (purchase fund): good existing houses, good existing condominiums: ¥24.7 million Mete 1 Note 2)
existing houses, existing condominiums: ¥21.7 million Note 1 Note 2)
(@Special added amount (purchase fund): ¥4.6 million
(Note 1) The basic loan amount (purchase fund) includes land acquisition funding of ¥9.7 million.
As the land acquisition fund when the leasehold right is acquired is up to ¥5.8 million, the basic loan limit (purchase fund) differs from the above amount.
Although the deposit for a fixed-term leasehold is also eligible for loans provided certain conditions are met, the basic loan amount (Land acquisition fund) in such cases is up
to ¥3.8 million and the basic loan limit (purchase fund) differs from the above amount.
(Note 2) When the candidate borrower lives with an affected relative and the lot is possessory, the loan amount for purchasing a new house, good existing house or
condominium is up to ¥30.4 million and that for an existing house or condominium is up to ¥27.4 million.
“Living with an affected relative” refers to circumstances in which the borrower and their lineal relative, previously living apart from the borrower, were both affected and live
together in the newly purchased house.
% The total basic loan amount (purchase fund) and special added amount (purchase fund) is up to the purchase price.
¥ The land acquisition fund cannot be borrowed by itself.
% The loan amount for those who receive subsidies for purchasing a house from national or municipal governments may be reduced.

@Repair
Basic loan amount (repair fund) : ¥6.6 million
(Relocation fund)  : ¥4 million ™ot
(Land leveling fund) : ¥4 million Mo
Special added amount (Land leveling fund) : ¥2.1 million
(Note) When the candidate borrower borrows both a basic loan (relocation fund) and basic loan (Land leveling fund), the total is up to ¥4 million.
3% The loan limits of basic loan account (repair fund), basic loan amount (Land leveling fund), and basic loan amount (relocation fund) is the required amount in each case.
% The basic loan amount (repair fund) is also available for extension work and gate repairs carried out alongside the repair of the damaged part.
¥ The basic loan amount (Land leveling fund) is available for removing accumulated soil, cut earth, earth fill, or retaining wall construction, etc.
3 The basic loan amount (Land leveling fund) and the basic loan amount (relocation fund) can be borrowed alongside the basic loan amount (repair fund.)
% The special added amount (Land leveling fund) can be borrowed for the portion that exceeds the basic loan amount (Land leveling fund.)
% The loan amount for those who receive subsidies for housing repair from national or municipal governments may be reduced.
% The loan amount may not be that the candidate borrower is expecting following the screening.

Repayment
Period

The maximum repayment period is the shorter one of (D or 2) below (one-year units.)
(DMaximum repayment period under the application category and structure of housing
@ Construction or purchase of new house
- Fireproof, semi-fireproof, wooden (durability): 35 years, wooden (ordinary): 25 years
@Purchase of an existing (second-hand) house
- Good existing house or condominium: 35 years
- Existing house or condominium: 25 years
@Repair: 20 years
%The principal repayment deferment period (payment of interest only) can be set for up to five years (in one-year units) from the date of execution of the loan
agreement when building or purchasing a house and the repayment period is extended for the deferment period. The principal repayment deferment period (payment
of interest only) can be set for up to one year from the date of execution of the repair loan agreement (with no extension of the repayment period.)
(@Maximum repayment period based on age
“80 years old” — the highest age of applicant or combined-income earner (Note) (months and days less than one year are rounded up)
(Note) Only applicable when more than 50% of the income of the combined-income earner is used toward the total combined income.

Interest Rate

Fixed interest rate (entire-term)
% The applicable loan interest rate is as of the day of applying for the loan.
3 As the basic loan interest increases in stages, monthly repayment increases after the first five years and ten years (only after the first five years in case of repair.)
% Visit the JHF website to find out the interest rate.

Equal monthly instalments of the principal and interest or equal monthly instalments of the principal

Repayment 3 Payment at bonuses every six months (40% or less of basic loan amount or special added amount (in units of ¥0.5 million) can be used together. However, the payment
Method during the deferment period is monthly when the principal payment is deferred.
3 When the loan amount is less than ¥1.3 milion, combined payment methods with the bonus payment cannot be used.
A first rank mortgage shall be imposed on the building and site subject to the JHF.
Mortgage 3 Although the mortgage for JHF shall be imposed on the building when the loan is for repair, the mortgage may be imposed on site following screening.
% The cost of imposing a mortgage shall be borne by the borrower (fees for judicial scrivener, etc.) .
Surety Not needed (A surety is needed to borrow the disaster-recovery loan to rent the property to affected persons.)
Property JHF requires the candidate borrower to have the housing inspected to ensure it complies with JHF technical standards. This is free of charge.
Inspection % The inspection is carried out by the municipal government, etc.

Group Credit
Life Insurance

Borrowers are eligible to purchase JHF group credit life insurance, which is strongly recommended.
% The special contract insurance premium shall be paid by the borrower.

Fire Insurance

Borrowers must buy special fire insurance or other fire insurance that meets the conditions provided by JHF on the building subject to our loan.
JHF also require a first pledge on the right to claim fire insurance money to be created for the same.
% The fire insurance premium shall be borne by the borrower.

Fees to Change

Repayment Method Not needed.
Fees for Advanced
Payment Not needed.

Receiving Fund

The borrower may choose how to receive the house construction fund from the following options:
(DFinal fund
(@Intermediate fund + final fund
(®Advanced fund for land + final fund
(®Advanced fund for land + intermediate fund + final fund
- An advanced fund for land is the basic loan amount (Land acquisition fund) to be received before the application for site inspection after the loan commitment.
- The intermediate fund is received after the site inspection (on completion of framework) and the final fund is received after the completion of the house, and both will be
done once certain procedures have been completed
- The basic loan amount (Land acquisition fund) can be received as an advanced fund for land, intermediate fund or final fund and received in full.
- The basic loan amount (construction fund and land leveling fund) can be received as 60 or 80% as intermediate fund and the remaining amount is received as the final
fund.
- The special added amount is received only as the final fund.
The fund for purchase or repair is received only as the final fund in a lump sum.

Loan Charges

Not needed

Reapplication

When the interest rate declines during the loan procedures below the level at the time of application, the applicant may cancel the application and reapply to benefit from the
lower interest rate (reapplication.)

However, since reapplications are screened based on the prevailing circumstances, there may be cases in which loans cannot be received or the amount is reduced following
the screening.

Fully confirm the warning provided in the Reapplication for Loans for Disaster Recovery in the Guide to Loans for Disaster Recovery <Great East Japan Earthquake> before
commencing reapplication procedures.

Please visit the JHF website for details.
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Product outline of Town Development Loan (Short-Term Project Loan)

As of April 1, 2014

Types of Town Development
Loan

Construction and Purchase Fund

Redevelopment
Project

@Fund needed for projects by redevelopment associations, etc., during the period from project design and planning to construction completion and transfer
of the site and floor space retained by the project execution body

Eligible Borrower

@Individual or small and medium-sized corporations or associations implementing reconstruction projects (urban redevelopment associations, associations of
disaster prevention area development, condominium rebuilding associations, etc.)

Zone Requirement

@Both the following conditions must be satisfied. Visit the JHF website for details.
@The zone shall be a residential, commercial or semi-industrial zone.
@The zone shall be a fire control or semi-fire control zone.

Project Requirement /
Structural Requirement

@ [Project requirement] The projects listed below are eligible for the loan. Visit the JHF website for details.
@ Condominium rebuilding project
@ Joint rebuilding project
@ Rental structure rebuilding project
@ Comprehensive design and coordinated rebuilding project
® Rebuilding project to comply with district plan, etc.

@ [Structural Requirement]Projects must meet all the following conditions. Visit the JHF website for details.
@ The ratio of total area of the residential portion must exceed 50 percent of the total building area.
@ The building must be either a fireproof or semi-fireproof structure.
@ More than 50 percent of the legal floor-area ratio must be used.
@ The floor area per residential unit must be 30m* or more and 280m?” or less.
® It must comply with the technical requirements provided by JHF.

Eligible Project @Survey, design and planning cost, land or leasehold acquisition cost, construction cost, repair cost, contribution of participating members, etc.
Cost #The purchase fund is available for projects for which the purchaser is originally planning to obtain it from the beginning of the project.
Loan
Amount e L) @100% of the eligible project cost (Projects have JHF screening after loan applications and the loan amount may not be the expected following the screening of
axi R:ti 5 oa the evaluation of collateral, etc.)
#The loan amount is in units of 100,000 yen and at least one million yen
Interest-Rate Level ©0.99%
#The interest rate is reviewed monthly. The rate above is as of April 1, 2014. Visit the JHF website for the latest rate.
Interest @The interest rate is that of the date of the fund delivery. (However, the interest rate at the time of refinancing applies when refinancing by renewing the bill.)
Rate Int +-Rat #The interest rate applies until the delivery date of the second half in April of the following fiscal year to that of the fund delivery (as designated by JHF.)
n S:;Si s-i 0: e However, in case of refinancing, it applies until one day before the delivery of the second half in April of the following year.
#The interest rate after refinancing applies until the date of the fund delivery in the second half in April in the following fiscal year to that of the refinancing. (In
case of further refinancing, it applies until one day before the delivery of the second half in April.)

Loan Repayment maturity

@The date is within two years of completion of the building and designated by JHF in accordance with each project.

Loan Repayment Method

@The principal and interest are repaid on the date designated by JHF upon discussion with JHF in accordance with the transfer condition of the site and floor

space retained by the project execution body, etc.
The repayment amount is calculated by JHF based on the sales price of the housing units subject to the loan (sales price when JHF approved the project plan
and consumption tax is included) multiplied by the loan ratio™" and the repayment ratio™? set individually based on the JHF calculation and in accordance with
the number of sold units (“50% + (loan ratio (%) — 50%) x 2” until 30% of housing units subject to the loan are sold™® ** and the same ratio as the loan ratio
after 30% is sold in principle). Contact JHF for details.
%1 The loan ratio is the ratio of the JHF loan amount to the total sales price of housing units (consumption tax included) subject to the loan when JHF
approved the project plan.
%2 The repayment ratio refers to the ratio of repayment amount to the sales price of housing units (consumption tax included) subject to the loan when JHF
approved the project plan.
%83 The repayment ratio is 100% when the loan ratio is 75% or more and the same as the loan ratio when the loan ratio is below 50%.
#4 When there is minimal concern over repayment because of the debt guarantee by companies in good standing and provision of a separate mortgage,
the loan ratio can be the repayment ratio.

@The principal and interest are to be paid in lump sum on the date in April designated by JHF every year. If lump-sum repayment is not possible because the
project period exceeds the repayment date, the bill can be renewed on the repayment date for refinancing to continue borrowing. When refinancing on the
repayment date, the loan shall be repaid with the loan based on the loan commitment of the following fiscal year on the repayment (refinancing) date. The
accrued interest shall be paid on the same date or added to the principal. Contact JHF for the specific repayment amount and other details.

Repayment
Resources:
Examples

@The sales proceeds of the site and floor space retained by the project execution body, settlement money of right holders, subsidies, etc.

Loan Contract Form

@Promissory note

@The first fixed mortgage shall be imposed on the land and building and the first pledge and assignment security right, etc. shall be imposed on the claims of the
project executing body for JHF.

el It is individually consulted based on the project contents. The expense of imposing a mortgage (registration license tax and fees for judicial scrivener, etc.,) shall
be borne by the borrower.
@Following loan screening, the borrower may be required to obtain surety with sufficient guarantee capacity.
#An individual can serve as the cosigner only when the applicant is the operator of the corporation.
Surety #When a corporation serves as the cosigner, guarantees of guarantee agencies approved by JHF at the time of application are available in addition to a

eligible corporation.
#A guarantee fee must be paid to a guarantee agency.

Building Technical
Requirement

@The building must satisfy the technical requirements provided by JHF.
(Visit the JHF website for details.)
#The building needs to be inspected by a conformance certifying agency and inspection fees are levied. The fees differ according to the conformance
certifying agency.

Fire Insurance

@The building shall have fire insurance when JHF deems it necessary. (The first pledge is imposed on the right to claim insurance money for JHF when it deems
the pledge necessary.)
*Fire insurance premiums shall be borne by the borrower.

Fees for Partial Advanced
Payment

0¥5,250

Fees to Change Repayment
condition

0¥5,250

3% JHF screens loan applications based on its own procedures and there may be cases in which applicants’ expectations are not satisfied following the screening.
(Note) The guarantee agencies approved by JHF as of April 1, 2014, and their fees are listed below:

- Shutoken Funen Kenchiku Kosha and Jutaku Kairyo Kaihatsu Kosha: 1% of loan amount p. a. (paid annually)

- Zenkoku Shigaichi Saikaihatsu Kyokai: 0.2 to 0.75% of loan amount p. a. (paid annually) (There are other requirements to be guaranteed.)



Product outline of Loans for Construction of Rental Housing

As of April 1, 2014

Loan Amount

@®Up to 100% of the cost of construction projects eligible for the loan (in units of ¥100,000)
#The expectations of the applicants may not be met following screening of land and building evaluation and balance of payments plan, etc.

Loan Period

@Within 35 years (in one-year units)
A one-year principal repayment deferment period (payment of interest only) can be set from the date of loan delivery for loans for serviced rental housing
construction for the elderly. (The repayment period is not extended.)

Interest Rate

@There are two schemes — 35-year fixed interest rate or 15-year fixed interest rate.
@The borrowing rate differs between the two schemes above.
@The borrowing interest differs when the advanced repayment scheme is used.

#The borrowing interest is determined about two months after the end of the acceptance period.

#The interest-rate scheme cannot be changed after application.

#When an applicant chooses a 15-year fixed interest rate, the subsequent rate is reviewed 15 years after concluding the contract. The interest rate for
the remaining repayment period is fixed after review and the rate for the shortest fixed period (although it needs to exceed the repayment period) among
JHF interest schemes at the review is applied.

%35-year fixed interest rate and 15-year fixed interest rate can be combined.

#Visit the JHF website or JHF office for details of the borrowing interest.

Repayment Method

@Equal monthly instalments of the principal and interest or equal monthly instaiments of the principal.

@A first mortgage shall be imposed on the building and site subject to the JHF loan.
#Another mortgage may be requested in addition to the building and site subject to the loan following the screening of land and building evaluation and

Collateral
balance of payments plan, etc.
#The expense of imposing a mortgage (registration license tax and fees for judicial scrivener, etc.) shall be borne by the borrower.
@The borrower must have an individual (limited to the operator of the corporation when the applicant is a corporation) or corporate cosigner with sufficient
guarantee capacity.
#The cosigner in the application may not be approved following JHF screening.
Surety #When a corporation serves as the cosigner, guarantee of guarantee agencies approved by JHF at the time of application is available in addition to

an eligible corporation. (A guarantee fee is required separately to use a guarantee agency. Rejection is possible following screening by the guarantee
agency. See the Reference at the end of the Guide to Loans for Rental Housing to check the guarantee agencies approved by JHF.)
#No cosigner is required for loans to construct serviced rental housing for the elderly (communal facility type.)

Fire Insurance

@The building subject to the loan shall have fire insurance that satisfies JHF requirements and a first pledge shall be imposed on the right to claim insurance
money or mutual aid money for JHF.
#The insurance that satisfies JHF requirements refers to fire insurance or fire mutual aid fire insurance that satisfy the requirements.
%#The fire insurance premium shall be borne by the borrower.

Property Inspection

@The building shall have design and completion site inspections by a conformance certifying agency.
#The property inspection fees shall be borne by the borrower. (The fees differ according to the conformance certifying agency.)

Fees to Change Repayment
Method

@¥5,250 (tax included) is charged per change.
#When 35- and 15-year fixed interest rates are combined, the fees are charged for each interest scheme for which the borrower expects to change the
repayment conditions.

Fees for Advanced Payment

[Advanced payment of total loan amount]
No fees needed.
[Advanced payment of partial loan amount]
Fees differ according to the repayment scheme.
- The amount of monthly instalments is unchanged after advanced payment and the borrowing period is shortened: ¥3,150 (tax included)
- Cases other than above: ¥5,250 (tax included)
#When 35- and 15-year fixed interest rates are combined, the fees are charged for each interest scheme of advanced payment.

Receiving Fund

@®The fund can be received in portions when construction commences (within 30%), completion of roof work (within 30%), and completion (within 30%) and
final payment.
#The amount of intermediate fund when construction commences and on completion of roof work depends on the land evaluation value by JHF.
#%The fund cannot be received in the case of loans to construct serviced rental housing for the elderly unless the housing is registered as such pursuant
to Article 5.1 of the Act to Secure a Stable Supply of Elderly Persons’ Housing (Law No. 26 of 2001, hereinafter referred to as the “Act on Elderly
Housing”.)

Loan Charges

Not needed

Compliance of Beginning of
Construction

@The loan commitment may be canceled if the construction does not start by the time limit, and JHF sees no rational reason for it.

Registration of Serviced
Housing for the Elderly

@7To borrow loans to construct serviced rental housing for the elderly, all the units of the housing subject to the loan must be registered as such pursuant
to Article 5.1 of the Act on Elderly Housing and a copy of the document confirming completion of registration shall be submitted to JHF before submitting
the construction agreement on completion of the construction (or at the application to provide initial intermediate funds when fund payment is requested.)

@®\When borrowing loans to construct serviced rental housing for the elderly, the registration as such needs to be renewed every five years pursuant to
Article 5.2 of the Act on Elderly Housing for all the housing units subject to the loan and a copy of the document confirming completion of the renewal
shall be submitted to JHF immediately after the renewal until the repayment is completed.

Contract with Residents of
Serviced Rental Housing for
the Elderly

@®When borrowing loans to construct serviced rental housing for the elderly, the contract concerning the residency of all the units of the rental housing
subject to the loan shall be a building lease contract and no other type of contract can be concluded until the loan repayment is completed.

Submission of Income-Tax
Returns

@Applicants (cosigners also included hereinafter) for loans must submit the following document to JHF every year at its request (third parties commissioned
by JHF included hereinafter.) The document concerns the “applicant” and the “corporation he/she operates” when he/she is an individual and “applicant”,
“representative of the applicant” and “corporations operated by the applicant's representative” when it is a corporation.

When JHF requests a survey or report on the matters, the request shall be met immediately.
- Copy of corporate financial statements (set of balance sheet, profit-and-loss statement, and statement of account items, etc.)
- Copy of income-tax returns or corporate-tax returns with receipt seal of the taxation office
- Copy of repayment schedule for any loans other than JHF loans
- Survey report on the project of the building for which the loan is provided
- Other document designated by JHF

The above documents must be submitted to JHF also by the business operator that leases the entire building or service provider.
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Product outline of Loans to Renovate Shared Parts of Condominiums
[for condominium associations (in the case of Condominium Management Center Guarantee*)]

*“To apply for this loan, it is required to be guaranteed by a guarantee institution or individuals recognized by JHF

(Visit the JHF website for details)

As of April 1, 2014

Purpose

@Fund for condominium associations to reform shared parts of condominium

Loan Amount

@®Lower amount of 80% of construction cost or ¥1.5 million (¥5 million for earthquake resistant improvement work)xthe number of housing units (in unit of

¥0.1 million. ¥1 million as the minimum (less than ¥0.1 million is rounded off).

Note that monthly repayment amount should be 80% or less of monthly-accumulated funds for future extensive repairs.
#If repaying other loans at the same time, the total amount of repayment including this loan should be 80% or less of monthly-accumulated funds for

future extensive repairs.
*\Visit the JHF website for details.

Repayment Period

@Between 1 year and 10 years (in unit of a year)

Interest Rate

@fixed-rate interest that is applicable at the time of application
#Regarding the interest rate, please visit the JHF website.

Repayment Method @Equal monthly instalments of the principal and interest or equal monthly instalments of the principal.
Mortgage @®Not needed
Surety @Guarantee institution that JHF recognizes (Condominium Management Center)

#Guarantee fees are requested. Visit the JHF website for details.

Fire Insurance

@Insurance and pledge are not needed.

Submission of completion
report

@After the completion of the construction work, please submit the completion report on reform of shared parts to JHF.

Receiving Fund

@It takes around 1 to 1.5 months after conclusion of loan agreement following the completion of the construction work.

Loan Charges

@®Not needed.

Prepayment penalty

[Prepayment of all amount of loans]

®No fees are required.

[Prepayment of a part of loans]

@®@Amount of fees depends the way of prepayment
- Shortening redemption period without changing the amount of monthly installment after prepayment: ¥3,150
- Others: ¥5,250




® Corporate Data

History of Former GHLC and JHF

Year Historical matter Year Historical matter
June 1950 | - Establishment of the GHLC, and launch of loan | February 2010 | - Expansion of the range of interest rate reduction
scheme for owner-occupied and rental houses in Flat 35S for the first 10 years (A0.3%— A
March 2001 | - Launch of MBS (Mortgage Backed Securities) 1.0%) (until the end of September 2011, as a
issuance provisional measure)
October 2003 | - Launch of securitization business (Purchase May 2011 | - Expansion of loans for recovery from disasters
Program) (the current “Flat 35 (Purchase and loan modification for the people affected
Program)’) by the Great East Japan Earthquake (e.g. 0%
October 2004 | - Launch of securitization business (Guarantee gferlirgfg:%?tr—gg;?/r;%%ttheetg;st 5 years, a grace
Program) (the current “Flat 35 (Guarantee T .
Program)’) November 2011 | - rI;aunlch ]E)f ?hloa% plrogram for serviced rental
June 2005 | - Launch of support scheme to facilitate for ousmg or ,ee erly . )
acquiring high-quality housing through the | December 2011 |- Expansion of interest-rate reduction for the first
securitization business (Purchase Program) (the 5 years for housing with high energy-saving
current “Flat 355”) performance concerning Flat 35S (A0.3%—A
. 0.7% (2&1.0% for the disaster-affected area ))
July 2005 | - Promulgation of JHF Law (until the end of October 2012, as a provisional
September 2006 | - Launch of general collateral bonds issuance measure)
April 2007 | - Abolition of GHLC April 2012 | - Commencement of the second mid-term
. Establishment of JHF target period (5 years until March 2017)
- Commencement of the first mid-term target
period (5 years until March 2012)
June 2009 | - Launch of Flat 35S 20-year interest rate
reduction (the service is currently terminated)

@ Approximately 30% of all houses
built after World War Il were @ Cumulative total number of houses constructed
financed by JHF (Former GHLC).

(Reference) Roles Former GHLC has Played

(The accumulated number of houses financed by JHF (Former GHLC))
(%)

2,000

Cumulative total number of houses financed by JHF (GHLC)

1,500

The achievements of Former
Government Housing Loan Corporation

loans reached 19.41 million dwellings for
57 years from its establishment in 1950
to its closure by the end of FY 2006. 500
This accounts for approximately 30% of

dwellings built after World War II.

1,000

(10 thousand dwelling units)

32.3% 1,941 35
.3%

I8 Cumulative total number of houses financed by JHF (GHLC)

16.1% o
1%

17.7%

30

25

20

—
0 FY 1950 FY 1955 FY 1960 FY 1965 FY 1970 FY 1975 FY 1980 FY 1985 FY 1990 FY 1995 FY 2000 FY 2006 0
Source: Survey by former GHLC

@ JHF promotes measures to secure and improve the quality of houses.

Former GHLC contributed to the securing and improvement of the quality of houses by establishing original technical
criteria and standard specifications for constructions, etc. In particular, the GHLC promoted the improvement of quality

in energy-saving houses, etc. JHF also promotes the securing and enhancing of this housing quality.

{Increase of good quality houses financed by Former GHLC)

Energy-saving houses

Houses with improved durability

o
100 00%
67.1%
75
0 50
28.5% 30.0%
25
Result for Result for 0 Result for Result for
FY 1996 FY 2004 FY 1996 FY 2004

Source: Survey on size, specifications, etc., of houses financed by JHF (former GHLC)

Barrier-free accessible houses
80
70 63.6%

1 5.5%

0 6
Result for

FY 1996

Result for
FY 2004

e

Proven strength: Former GHLC financed houses survived the
Great Hanshin-Awaji Earthquake.

Although many houses were heavily damaged by the severely disastrous Great Hanshin-Awaji
Earthquake, surveys show that houses built with loans from the Former GHLC were relatively safe.
* Ordinary wood houses: Based on an analysis of 3,953 houses in Chuo-ku, Kobe City
Houses built with GHLC loans: Based on an analysis of 1,068 houses in the area which vibrated to the extent
of the 7th degree on the Japanese earthquake scale in Takarazuka City, Nishinomiya City, Kobe City, etc.

Source: Survey on the damage of the Southern Hyogo Prefecture Earthquake on houses built with loans from the Government Housing Loan
k Corporation in 1995 Report by the Committee for the survey of the damage of the Hanshin-Awaji Earthquake, which occurred in 1995

<Houses destructed or badly damaged> \

20
16.3%
15
10
6.4%
5
Ordinary Houses built with

wood houses GHLC loans
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Executives and Organization Chart

President

Senior Executive Vice President

Senior Executive Directors

Auditor Generals

Executives

President:

Senior Executive
Vice President
Senior Executive
Director

Senior Executive
Director

Senior Executive
Director

Senior Executive
Director

Senior Executive
Director

Senior Executive
Director

Auditor General :
Auditor General :

Auditor General

Shinya Shishido

: Masato Koumura

: Yuji Sudo

: Hideyuki Juge

: Takeshi Isokawa

. Tsutomu Sakamoto
: Toshihiko Anzai

: Kimio Watanabe

Hiroaki Kubota
Hiroyuki Tanahashi

: Kazukiyo Yamashina

(As of July 1, 2014)

Office

Offices

Internal Auditing Department
Legal Affairs & Compliance Department
Risk management Department
Corporate Strategy Department
Business Planning Department
Research & Survey Department
Finance & Accounting Department

Finance Strategy Office

Office of Accounting
Market Operations Department

Information Systems Department

Credit Policy Department

Office of Credit Planning
Office of House Inspection

Underwriting Center

Business Underwriting Center
Marketing and Operations Department

I— Flat 35 Promotion Office

Urban Development Department

I— Town Development Office

CS Department

Housing Technology Information Office

Customer Call Center

Loan Administration Department
I— Debt Collection Center

Group Credit Life Insurance &
Fire Insurance Department

Housing Loan Insurance Department

General Administration
Management Department

General Affairs &
Personnel Department

Hokkaido Branch
Tohoku Branch
Metropolitan Branch
Kita-Kanto Branch
Tokai Branch

Kinki Branch
Hokuriku Branch
Shikoku Branch
Chugoku Branch
Kyushu Branch

Minami-Kyushu Branch



For Inquiries:

H Customer Call Center

Hours: 9:00 — 17:00
(Open every day except national holidays and around the New Year period)

* For consultation about Flat 35, JHF loans, and technical criteria:

0120-0860-35 (s

* For consultation about loans for disaster relief, etc.:
Dedicated Support Line for Disaster Victims

£/0120-086-353 i

IF you cannot access the above line (from PHS, international call, etc),

please use the following number (regular call rate)

TEL: +81-(0)48-615-0420

B JHF website
http:/lwww.jhf.go.jp/

Head Office and Regional Offices

(As of July 1, 2014)

JHF Offices Address TEL
Head Office 1-4-10 Koraku, Bunkyo-ku, Tokyo 112-8570 +81-(0)3-3812-1111 (operator)
Hokkaido Branch 3-13, Kita 3-jo Nishi 13-chome, Chuo-ku, Sapporo-shi 060-0003 +81-(0)11-261-8301 (operator)
Tohoku Branch 1-3-18 Katahira, Aoba-ku, Sendai-shi 980-0812 +81-(0)22-227-5012 (operator)

Metropolitan Branch

1-4-10 Koraku, Bunkyo-ku, Tokyo 112-8671

+81-(0)3-5800-9300 (operator)

Kita-Kanto Branch

1-8-8, Chiyoda-cho, Maebashi-shi 371-8588

+81-(0)27-232-6170
+81-(0)27-232-6665

Tokai Branch

3-20-16, Shinsakae, Chikusa-ku, Nagoya-shi 464-8621

+81-(0)52-263-2934 (operator)

Kinki Branch

4-5-20 Minami-Honmachi, Chuo-ku, Osaka-shi 541-8546

+81-(0)6-6281-9260 (operator)

Hokuriku Branch

Kanazawa Chuo Bldg., 4-12 Marunouchi, Kanazawa-shi 920-8637

+81-(0)76-233-4251 (operator)

Shikoku Branch 2-10-8, Ban-cho, Takamatsu-shi 760-0017 +81-(0)87-825-0621 (operator)
Chugoku Branch 8-3, Moto-machi, Naka-ku, Hiroshima-shi 730-0011 +81-(0)82-221-8694 (operator)
Kyushu Branch 4-1-37 Tenjin, Chuo-ku, Fukuoka-shi 810-8657 +81-(0)92-722-5018 (operator)

Minami-Kyushu Branch

2-16-11, Suizenji, Chuo-ku, Kumamoto-shi 862-0950

+81-(0)96-387-3701 (operator)
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