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4 DATA

0 Operational Indicators

2
L
A=y
S POSTAL SERVICE INCOME AND EXPENDITURE BY CLASS
I
- Postal Service income and expenditure by class for FY 2007 (April 1 to September 30, 2007) is as follows.
M Income and Expenditure by Mail Class for FY 2007 Unit: billion yen
Class Operating income Operating expenses Operating profit
.E Letter post 620.8 650.8 (30.0)
g First class (sealed letters) 378.3 351.8 26.4
w Second class (postcards) 134.8 153.8 (19.0)
;C: Third class (newspapers and magazines) 10.7 19.6 (8.9)
g Fourth class (correspondence courses, etc.) 0.5 1.3 (0.8)
g Special handling (registered delivery, express) 96.5 124.2 (27.7)
% Parcel post 156.5 155.6 0.9
= International mail 37.3 32.4 4.9
N Total 814.6 838.8 (24.2)
Note: The above figures are based on the financial statements which were submitted by JAPAN POST HOLDINGS Co., Ltd. to the Minister of Internal Affairs
and Communications.
- The chart above covers the postal services specified in the Postal Act in the corresponding fiscal year and does not match the figures on income statements.
(%]
< Reference: Income and Expenditure by Mail Class for FY 2006
% Unit: billion yen
% Class Operating income Operating expenses Operating profit
: Letter post 1,424.6 1,398.7 25.9
g First class (sealed letters) 776.4 709.7 66.7
g Second class (postcards) 423.6 399.6 24.0
m Third class (newspapers and magazines) 23.7 44.3 (20.6)
Fourth class (correspondence courses, etc.) 1.1 2.9 (1.8)
Special handling (registered delivery, express) 199.8 242.2 (42.4)
Parcel post 323.9 322.1 1.8
International mail 81.7 72.8 8.9
Total 1,830.2 1,793.5 36.6
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Outline of calculation of
expenses by mail class

L

Expenses of post offices are
divided by work processes
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Third class
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B Comparison of Profit and Loss by Fiscal Year
Unit: billion yen -
Class FY 2004 FY 2005 FY 2006 FY 2007 8
. o
I. Operating income 1,924.8 1,909.0 1,913.4 854.4 c
II. Operating cost 1,794.1 1,792.3 1,785.9 833.1 8
Gross operating profit 130.6 116.6 127.4 21.3 2
II1. Sales, general and administrative expenses 99.8 101.9 99.4 53.6 5
Operating profit 30.7 14.7 27.9 (32.3) 8
IV. Non-operating income 8.1 9.3 8.1 4.6 <
V. Non-operating expenses 12.7 8.9 7.3 4.5 m
Ordinary profit 26.2 15.1 28.8 (32.2)
VI. Extraordinary gains 6.8 12.9 6.0 1.8
VII. Extraordinary losses 4.7 25.4 33.0 784.2
Net income 28.3 2.6 1.8 (814.6)
Reference S
Income (I + IV + VI) 1,939.8 1,931.2 1,927.6 861.0 E
Expenses (I + III + V + VII) 1,911.5 1,928.5 1,925.7 1,675.6 2
Net income 28.3 2.6 1.8 (814.6)
Note: The above-mentioned amounts do not include the consumption tax.
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M Breakdown of Operating Income

The breakdown of operating income in each fiscal year is as follows:

Unit: billion yen

Classification FY 2004 FY 2005 FY 2006 FY 2007
Operating income of postal services 1,844.2 1,827.8 1,832.6 815.6
Letter post 1,524.7 1,439.7 1,424.6 620.8
Parcel post 234.5 305.2 323.9 156.5
International mail 82.3 80.3 81.7 37.3
Others 2.8 2.7 2.4 1.0
Income of consigned services 70.4 72.0 72.0 34.7
Revenue stamp selling service 67.8 69.6 70.0 33.8
Services entrusted by broadcaster 2.5 2.4 1.9 0.8
Services entrusted by telephone companies 0.0 0.0 0.0 0.0
Other operating income 10.1 9.1 8.7 4.1
Total of operating income 1,924.8 1,909.0 1,913.4 854.4
Note 1: The above-mentioned amounts do not include the consumption tax.
Note 2: Since fractions less than ¥1 billion are discarded, figures cannot be added up correctly in some cases.
M Breakdown of Operating Expenses
The breakdown of operating expenses in each fiscal year is as follows:
Unit: billion yen
Classification FY 2004 FY 2005 FY 2006 FY 2007
Personnel expenses 1,420.7 1,423.8 1,424.7 660.3
Directors’ remunerations 0.0 0.0 0.1 0.0
Salaries and allowances 1,026.4 1,038.8 1,048.2 472.1
Basic salary 721.9 727.4 736.7 355.3
Various allowances 58.6 58.8 61.2 36.0
Overtime pay 92.5 104.0 103.0 47.9
Bonuses 151.4 146.3 144.0 31.9
Other salaries and allowances 1.8 2.2 3.0 0.8
Provision for reserve for employees’ bonuses 72.9 70.5 66.7 65.3
Retirement benefit expenses 102.9 99.4 94.7 49.2
Provision for reserve for directors’ retirement benefits 0.0 0.0 0.0 —
Legal welfare expense 210.1 206.7 206.8 70.0
Other personnel expenses 8.2 8.1 7.9 3.6
Expenses 473.2 470.3 460.7 226.4
Business consignment expenses 200.1 213.4 209.6 95.5
Collection, delivery and transportation consignment expenses 169.8 184.4 180.6 82.5
Handling commissions 30.2 29.0 28.9 13.0
Expenses other than business consignment expenses 273.1 256.8 251.1 130.8
Fuel cost 6.5 7.7 8.6 4.5
Vehicle repair cost 5.4 6.2 5.8 3.2
Stamp and postcard purchase cost 12.0 10.9 10.6 2.7
Depreciation 89.3 78.8 73.9 38.7
Advertising cost 10.2 9.8 7.5 2.9
Facility charges 33.2 31.0 29.5 12.6
Taxes and public charges 8.7 8.9 8.5 8.0
Allowance for doubtful accounts — 0.2 0.0 0.0
Losses on bad loans 0.0 0.0 0.1 0.0
Other expenses 107.6 103.0 106.1 57.7
Total operating expenses (personnel expenses + expenses) 1,894.0 1,894.2 1,885.4 886.8

Note 1: Operating expenses are the total of operation costs and SG&A expenses.

Note 2: The above-mentioned figures do not include the consumption tax.

Note 3: Since fractions less than ¥1 billion are discarded, figures cannot be added up correctly in some cases.
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M Breakdown of Postal Service Income Unit: billion yen

Classification FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

Postal service revenue 1,906.3 1,855.6 1,855.6 1,854.3 833.9
Postal stamp revenue 355.7 318.7 290.3 275.9 126.4
Ordinary postal stamps 328.4 295.2 273.6 264.5 121.1
Special postal stamps 27.3 23.5 16.7 11.4 5.3
Postcard charge 274.7 267.8 261.3 251.9 37.3
Ordinary postcards 74.4 76.4 75.4 72.5 37.3
New Year’s lottery postcards 200.3 191.4 185.9 179.4 —
Subsequent payment of postage 813.2 850.1 911.0 949.6 494.0
Separate payment of postage 445.7 404.9 378.2 364.1 166.5
Postal miscellaneous income 17.0 14.1 14.8 12.8 9.7

Note 1: The above-mentioned amounts are not consistent with the numerical values on the financial statements, since they are the amounts received (including
the consumption tax).
Note 2: Explanations of items are as follows:
- Postal stamp revenue: Revenue from sale of postal stamps and international mail coupons
- Ordinary postal stamps: Of postal stamp revenue, revenue of those other than special postal stamps
- Special postal stamps: Revenue from sale of postal stamps issued for special purposes, including commemoration of various events
- Postcard charges: Revenue from sale of postcards, postal letters, air letters, etc.
- Ordinary postcards: Of postcard charges, revenue from those other than New Year’s lottery postcards
- New Year’s lottery postcard: Revenue from sale of postcards with New Year’s lottery
- Subsequent payment of postage: Revenue from charges of mails with subsequent payment of postage
- Separate payment of postage: Revenue from charges of mails with separate payment of postage
- Postal miscellaneous income: Income from postal services other than those mentioned above, such as charges of goods for sale

M Breakdown of Postal Service Revenue by Branch Office
Unit: billion yen

Classification FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Hokkaido 74.2 70.1 66.7 64.8 25.6
Tohoku 91.0 85.9 83.1 82.7 35.3
Kanto 194.2 187.3 187.6 191.3 90.9
Minami-Kanto 112.7 107.3 104.7 100.3 43.3
Tokyo 536.3 538.4 558.8 566.4 268.0
Shinetsu 55.9 49.9 47.5 44.5 18.4
Hokuriku 34.2 32.9 32.4 32.6 13.3
Tokai 183.8 176.5 172.4 171.6 73.0
Kinki 311.5 301.3 294.5 292.5 130.0
Chugoku 106.2 102.0 99.8 98.0 42.9
Shikoku 45.5 44 .4 43.8 41.6 17.3
Kyushu 146.7 143.2 141.5 144.6 63.2
Okinawa 12.4 12.5 12.4 12.3 5.9
Head office 1.7 3.9 10.4 11.1 6.7
Total 1,906.3 1,855.6 1,855.6 1,854.3 833.9

Note 1: The above-mentioned amounts are not consistent with the numerical values on the financial statements, since they are the amounts received (including
the consumption tax).

Note 2: The revenues of the head office include commissions on the national edition of advertising postcards and income from handling of post cards for
election.
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e Investment Indicators

(1) MAIN ASSETS (POSTAL SAVINGS AND POSTAL LIFE INSURANCE SERVICES)

B Composition and Changes in Main Assets (Postal Savings Services)

Unit: million yen, %

Composition of assets Change in assets
Item
End of FY 2006 End of FY 2007 FY 2007
Percentage Percentage
Cash and deposits 5,377,477 2.3 5,703,496 2.6 326,018
Call loans 1,000,000 0.4 800,000 0.3 (200,000)
Receivable under resale agreements 119,893 0.1 — — (119,893)
Monetary claims bought — — — — —
Money held in trust 1,927,293 0.9 603,123 0.3 (1,324,169)
Securities 165,016,502 71.7 170,509,254 77.1 5,492,751
Japanese bonds 162,283,689 70.5 170,241,750 77.0 7,958,061
Japanese government bonds 146,721,107 63.8 155,210,921 70.2 8,489,814
Japanese local government bonds 8,130,698 3.5 8,007,685 3.6 (123,013)
Japanese corporate bonds 7,431,883 3.2 7,023,144 3.2 (408,739)
Foreign bonds 2,732,813 1.2 267,503 0.1 (2,465,310)
Other securities — — — — —
Deposits to the fiscal loan fund 52,243,500 22.7 38,858,500 17.6 (13,385,000)
Loans 4,376,059 1.9 4,561,627 2.1 185,568
Loans to depositors 328,230 0.1 302,857 0.1 (25,373)
Loans on security of government bonds 873 0.0 907 0.0 34
Loans to local governments 3,686,955 1.6 3,688,861 1.7 1,906
Loans to Postal Service 360,000 0.2 569,000 0.3 209,000
Total 230,060,726 100.0 221,036,001 100.0 (9,024,725)
‘ Forelgn currency-denominated assets within the above totals 2,636,627 1.1 207,632 0.1 (2,428,994)

Note 1: Foreign bonds are bonds issued by overseas issuers and include yen-dominated bonds.
Note 2: Cash and deposits covers cash, Bank of Japan deposits, certificates of deposit and private financial institution deposits.

B Composition and Changes in Investment Assets (Postal Life Insurance Service)

58

Unit: million yen, %

Composition of assets Change in assets
Item
End of FY 2006 End of FY 2007 FY 2007
Percentage Percentage

Cash and deposits 920,989 0.8 1,637,328 1.4 716,339

Call loans 304,600 0.3 — — (304,600)
Receivable under resale agreements — — = = =
Monetary claims bought 29,989 0.0 — — (29,989)

Money held in trust 7,575,213 6.6 5,899,453 5.2 (1,675,760)

Securities 84,217,647 73.1 84,289,840 74.4 72,193

© Japanese bonds 82,212,005 71.3 82,895,685 73.1 683,679
® Stocks 3,141 0.0 — — (3,141)
o Foreign bonds 2,002,500 1.7 1,394,155 1.2 (608,345)
< Other securities — — — — —
Loans 22,203,178 19.3 21,533,574 19.0 (669,603)

Loans to policyholders 1,836,700 1.6 1,748,556 1.5 (88,144)

Loans to government finance and public corporations, etc. 1,187,904 1.0 1,111,529 1.0 (76,375)

Loans to local governments 19,049,756 16.5 18,553,090 16.4 (496,665)

Loans to Postal Service 128,818 0.1 120,399 0.1 (8,419)

Others 5,440 0.0 7,987 0.0 2,547

Total 115,257,058 100.0 113,368,185 100.0 (1,888,873)

‘ Foreign currency-denominated assets within the above totals 1,785,909 1.5 1,205,622 1.1 (580,286)
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(2) AVERAGE BALANCE OF MAIN AsSETS AND YIELD (POSTAL SAVINGS AND POSTAL LIFE INSURANCE SERVICES)

M Average Balance of Main Assets and Yield (Postal Savings Service)

Unit: million yen, %

FY 2006 FY 2007
Item
Average balance Yield Average balance Yield
Cash and deposits 5,018,405 0.14 5,748,982 0.30
Call loans 344,794 0.30 766,939 0.55
Receivable under resale agreements 89,266 0.30 74,802 0.61
Monetary claims bought — — — —
Securitics 160,995,732 0.93 160,969,386 1.03
Japanese bonds 158,049,244 0.87 168,570,640 1.00
Japanese government bonds 141,815,444 0.82 153,285,658 0.97
Japanese local government bonds 8,457,335 1.70 8,014,324 1.63
Japanese corporate bonds 7,776,464 0.93 7,270,657 1.00
‘ Japanese public corporations bonds 5,039,864 1.06 4,606,576 1.13
Foreign bonds 2,946,487 4.01 1,398,746 4.81
Other securities — — — —
Deposits to the fiscal loan fund 64,762,870 1.97 42,660,822 1.85
Loans 4,216,787 1.08 4,329,646 .11
‘ Loans to local governments 3,660,582 1.19 3,666,825 1.22
Total 235,427,856 1.20 223,550,581 1.17

Note 1: The average balance for money trusts (average month-end balance at market price) is 1,190,175 million yen (2,504,542 million yen in FY 2006).
Note 2: The time-weighted rate of return for money trusts (rate of return measured for portion excluding deposits) is -1.28% (4.37% in FY 2006).
Note 3: Cash and deposits covers Bank of Japan deposits, certificates of deposit and private financial institution deposits.

M Average Balance of Main Assets and Yield (Postal Life Insurance Service)
Unit: million yen, %

FY 2006 FY 2007
Item
Average balance Yield Average balance Yield
Cash and deposits 870,857 0.24 1,023,904 0.44
Call loans 331,014 0.28 495,496 0.60
Receivable under resale agreements — — — —
Monetary claims bought 32,378 0.21 23,490 0.42
Money held in trust 5,461,121 18.85 4,906,638 30.37
Securitics 85,370,895 0.94 84,793,332 1.36
Japanese bonds 83,455,386 0.87 83,125,373 1.04
Japanese government bonds 63,784,656 0.75 66,705,267 0.99
Japanese local government bonds 4,399,714 0.74 3,757,461 1.05
Japanese corporate bonds 15,271,015 1.43 12,662,644 1.34
‘ Japanese public corporations bonds 12,663,045 1.58 10,221,850 1.47
Foreign bonds 1,913,788 3.86 1,667,385 16.85
Stock 1,720 3.24 573 449.58
Other securities — — — —
Loans 22,610,813 2.87 21,588,520 2.93
‘ Loans to local governments 19,188,653 2.75 18,518,065 2.69
Total investments 114,684,352 2.16 112,839,364 2.91
‘ Overseas loans and investments 1,916,923 3.86 1,668,713 16.83
Total 115,999,729 2.14 114,212,938 2.87

4 Data
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4 Data

(3) FrscaL INVESTMENT AND LOANS RELATED (POSTAL SAVINGS AND POSTAL LIFE INSURANCE SERVICES)

B Amount of Fiscal Investment and Loan Bonds Underwritten (Postal Savings Service)
Unit: billion yen

Unit: billion yen

Item FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY2007 (projected for the year)
Two-year bonds 4,059.9 8,864.9 3,684.9 3,469.9 1,244.7 2,475.0
Five-year bonds 2,469.9 3,939.9 2,459.9 2,669.9 554.6 1,100.0
Ten-year bonds 3,429.9 6,894.9 5,054.9 4,859.9 959.6 1,925.0
Total 9,959.9 19,699.8 11,199.8 10,999.8 2,759.1 5,500.0

and loan system (based on paid amounts excluding accrued interests).

B Amount of Fiscal Investment and Loan Bonds Underwritten (Postal Life Insurance Service)
Unit: billion yen

Item FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Five-year bonds 1,349.9 — — — —
Ten-year bonds 1,289.9 2,099.9 1,049.9 499.9 =
Twenty-year bonds 299.9 299.9 299.9 499.9 251.6
Total 2,939.9 2,399.9 1,349.8 999.9 251.6

Annual Report 2007.9
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B Kampo Fund Investment by FILP Agency (Postal Life Insurance Service)

Unit: million yen, %

Fiscal year-end FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Section Investment amount | Percentage | Investment amount | Percentage | Investment amount | Percentage | Investment amount | Percentage | Investment amount | Percentage
§§ Speci'al‘Account for Measures to Cope with the More 26030 01 13403 0.0 78121 00 4419 00 _ .
& E| Sophisticated Demand Structure of Petroleum and Energy
§§ Special account for energy measures — — — — — — — — 1,121 0.0
8| General Account 666,087 1.8 510,284 1.5 2422431 0.8 — — — —
Government Housing Loan Corporation 648,634 1.8 4356951 1.3 2751711 0.9 155,035 1 0.6 — —
Japan Housing Finance Agency — — — — — — — — 119,7941 0.5
National Life Finance Corporation 437,0801 1.2 1438801 0.4 — — — — — —
Japan Finance Corporation for Small Business | 1,454,0531 4.0| 1,034,261 3.1 683,6271 2.3 446,325 1 1.7| 296,5361 1.2
Agriculture, Forestry and Fisheries Finance Corporation 53,5121 0.1 37,4871 0.1 258151 0.1 15,9661 0.1 15,9661 0.1
Okinawa Development Finance Corporation 98,3661 0.3 69,6711 0.2 47,0381 0.2 28,7521 0.1 21,6291 0.1
Development Bank of Japan 409,552 1.1 280,874 0.9 191,144 0.7| 118,754! 0.5| 104,035 0.4
» | Japan Bank for International Cooperation |  216,8241 0.6 1554181 0.5| 103,856] 0.4 64,6131 0.2 64,6131 0.3
45 Urban Development Corporation 21223361 5.8 — — — — — — — —
g Urban Renaissance Agency — — | 1,760,845 1 5.3] 1,317,153 4.5 764,967 1 3.0 603,008 1 2.5
g Employment and I—.Ium.an Resources 8614 0.0 25031 0.0 €00 00 _ B _ .
S | Development Organization of Japan
% Environmental Restoration and Conservation Agency 9,568 0.0 6,540 0.0 44100 0.0 2,640 0.0 1,961 0.0
& | Japan Railway Construction, Transport | 1) o041 41 qo3s011 03|  65134] 02| 337470 04| 1949 01
2 | and Technology Agency
IS : -
8 ot e ol Al Corpomtion | ot
g for Private Schools of Japan 51,3051 0.1 35,4201 0.1 23,1361 0.1 14,228 0.1 10,5651 0.0
% Japan Small and Medium Enterprise Corporation 20,909 0.1 — — — — — — — —
g Orgamzfatlon for Smalll & Medium Enterprises . B 428400 01 89231 0.0 71250 0.0 71260 0.0
S and Regional Innovation, Japan
S Japan Highway Public Corporation 7,438,395 1 20.4| 6,125,124 18.6 — — — — — —
Metropolitan Expressway Public Corporation | 1,455,947 1 4.0| 1,177,824 3.6 — — — — — —
Hanshin Expressway Public Corporation | 1,236,432 3.4| 1,093,488 3.3 — — — — — —
Honshu-Shikoku Bridges Authority 73,3811 0.2 73,3981 0.2 — — — — — —
Japan Expressway Holding and Debt Repayment Agency — — — — | 6,718,921 23.0| 4,902,436 18.9| 4,454,455 18.1
Japan Water Agency 164,189 1 0.4 113,1631 0.3 97,7521 0.3 80,3401 0.3 70,3461 0.3
Tokyo Metro Co., Ltd. 90,0871 0.2 59,1231 0.2 443881 0.2 29,8221 0.1 28,3361 0.1
Narita International Airport Corporation 972161 0.3 64,6621 0.2 58,4791 0.2 47,3691 0.2 473781 0.2
Electric Power Development Company 131,074 0.4 88,9491 0.3 55,8961 0.2 26,3951 0.1 18,405 0.1
Loans to Postal Service 192,614 0.5 169,317 0.5 147,800 0.5 128,818 1 0.5 120,399 0.5
Local governments 19,116,552 1 52.3 /19,364,544 1 58.7|19,124,953 | 65.4|19,049,756 | 73.5]18,553,090 | 75.5
Total 36,525,297 1100.0 | 32,962,223 1 100.0 | 29,244,255 1 100.0 [ 25,921,513 1 100.0 | 24,558,266 1 100.0
Note 1: Employment and Human Resources Development Organization bonds were taken over by the Employment and Human Resources Development
Organization of Japan on March 1, 2004.
Note 2: Urban Development Corporation loans and bonds were taken over by Urban Renaissance Agency on July 1, 2004.
Note 3: Japan Environment Corporation loans were taken over by Environmental Restoration and Conservation Agency on April 1, 2004.
Note 4: Teito Rapid Transit Authority loans and bonds were taken over by Tokyo Metro Co., Ltd. on April 1, 2004.
Note 5: Japan Regional Development Corporation loans and bonds were taken over by Urban Renaissance Agency, and Organization for Small & Medium
Enterprises and Regional Innovation on July 1, 2004.
Note 6: Japan Small and Medium Enterprise Corporation bonds were taken over by Organization for Small & Medium Enterprises and Regional Innovation
on July 1, 2004.
Note 7: Ne\J)V "l):okyo International Airport Authority loans and bonds were taken over by Narita International Airport Corporation on April 1, 2004. ©
Note 8: Japan Highway Public Corporation, Metropolitan Expressway Public Corporation, Hanshin Expressway Public Corporation, and Honshu-Shikoku "f"'
Bridges Authority loans and bonds were taken over by Japan Expressway Holding and Debt Repayment Agency on October 1, 2005. ()
Note 9: National bonds (Special Account for Measures to cope with the More Sophisticated Demand Structure of Petroleum and Energy) were taken over by <
the Japanese government (Special account for energy measures) on April 1, 2007.
Note 10: Government Housing Loan Corporation loans and bonds were taken over by the Japan Housing Finance Agency on April 1, 2007.
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(4) PROPORTIONS OF FOREIGN BONDS BY CURRENCY AND REGION (POSTAL SAVINGS SERVICE)

M Proportion by Currency

Unit: million yen, %

Category End of FY 2006 End of FY 2007

Amount invested Percentage Amount invested Percentage

U.S. dollars 733,625 26.8 80,028 29.9

Euro 1,623,419 59.4 102,466 38.3

Japanese yen 99,987 3.7 64,758 24.2

Canadian dollars 147,377 5.4 10,002 3.7

British pounds 128,402 4.7 10,247 3.8

Total 2,732,813 100.0 267,503 100.0
M Proportion by Region

Unit: million yen, %
End of FY 2006 End of FY 2007
Category - -

Amount invested Percentage Amount invested Percentage

North America 739,707 27.1 114,021 42.6

America 568,138 20.8 80,028 29.9

Canada 171,569 6.3 33,992 12.7

Europe 1,819,418 66.6 153,481 57.4

Germany 812,338 29.7 73,263 27.4

Ttaly 208,634 7.6 42,426 15.9

France 352,507 12.9 25,987 9.7

Spain 103,224 3.8 236 0.1

UK. 120,370 4.4 10,247 3.8

Others 222,343 8.1 1,320 0.5

International institutions 173,687 6.4 0 0.0

Total 2,732,813 100.0 267,503 100.0

(5) OVERSEAS LOANS AND INVESTMENT (POSTAL LIFE INSURANCE SERVICE)

M Proportion by Assets

Unit: million yen, %

62

4 Data

End of FY 2003 | End of FY 2004 | End of FY 2005 | End of FY 2006 | End of FY 2007
Category - - ‘ - - -

Amount invested | Percentage| Amount invested| Percentage| Amount invested| Percentage| Amount invested| Percentage| Amount invested| Percentage

. Bonds 1,031,230, 64.5/1,096,141) 70.0|1,431,644| 77.0/1,785,909| 89.1/1,205,622| 86.5
Foreign currency -

dominated asset Cash and deposits, others — — — — — — — — — —

OMINALed asSELS g b-total 1,031,230, 64.5]1,096,141 70.0[1,431,644] 77.01,785,909 89.1/1,205,622| 86.5

Foreign currency | Bonds — — — — — — — — — —

dominated assets | Cash and deposits, others — — — — — — — — — —

with fixed yen value | Sub-total — — — — — — — — — —

Yen dominated assets | Bonds (yen dominated foreign bonds) | 568,121  35.5| 468,698 30.0| 427,581 23.0/ 218,705 10.9| 188,532] 13.5

Total 1,599,351| 100.0/1,564,840, 100.0/1,859,226| 100.012,004,614| 100.0|1,394,155 100.0

Note: Foreign currency dominated assets with fixed yen value are those which the yen value is fixed at the time of settlement through the use of foreign exchange
contracts, and the same value is recorded in assets in the balance sheets.
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W Proportion by Region/Issuing Country

Unit: million yen, %

Fiscal year-end FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Country Amount invested| Percentage |Amount invested| Percentage|Amount invested| Percentage | Amount invested| Percentage |Amount invested| Percentage
North America 415,599 26.1| 447,189 28.7| 588,042 31.7| 760,139 38.0| 768,603 55.1
America 415,599 26.1| 447,189 28.7| 588,042 31.7| 760,139 38.0| 768,603 55.1
Europe 896,174 56.2| 813,385 52.1| 961,643 51.8| 1,017,745 50.8| 423,048 30.3
Germany 395,986 24.8| 424,498 272 528,680 28.5| 596,315 29.8| 180,305 12.9
U.K. 100,737 6.3 93,830 6.0 122,305 6.6 144,610 7.2 149,341 10.7
France 149,368 9.4 128,680 82| 162,897 8.8 222,402 11.1 51,319 3.7
The Netherlands 41,598 2.6 41,242 2.6 40,164 2.2 39,814 2.0 29,707 2.1
Italy 31,861 2.0 19,557 1.3 12,954 0.7 12,588 0.6 12,374 0.9
Other countries 176,621 11.0] 105,576 6.8 94,641 51 2,014 0.1 — —
International institutions | 283,234 17.8| 299,981 19.2 305,356 16.5| 224,616 11.2| 202,503 14.5
Total 1,595,008 | 100.0| 1,560,556 | 100.0| 1,855,042 100.0| 2,002,500 100.0| 1,394,155| 100.0

Note 1: Bonds issued by entities not residing in Japan (foreign bonds) are the targets of overseas fiscal loan investments.
Note 2: International institutions include International Bank for Reconstruction and Development (IBRD), European Investment Bank, American Development
Bank, and Asian Development Bank.

B Proportion by Currency

Unit: million yen, %

Fiscal year-end FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Currency Amount invested|Percentage| Amount invested [Percentage| Amount invested Percentage| Amount invested Percentage| Amount invested [Percentage
) US dollars 494,982  30.9| 549,372 35.1| 711,587 | 38.3 | 898,576 | 44.8 | 904,999 | 64.9
Egrfleolg;;g{f‘;gets Euro 421,744 26.4| 438,094| 28.0| 577,183 | 31.0 | 712,631 | 35.5| 120,896 | 8.7
Pounds sterling 114,503 7.2] 108,674 6.9| 142,874 7.7 | 174,700 8.7 179,727 | 12.9
Foreign currency denominated assets subtotal | 1,031,230|  64.5| 1,096,141 | 70.0 1,431,644 | 77.0 |1,785,909 | 89.1 |1,205,622 | 86.5
Yen denominated assets 568,121  35.5| 468,698 | 30.0| 427,581 | 23.0 | 218,705 | 10.9 | 188,532 | 13.5
Total 1,599,351 100.0| 1,564,840 | 100.0 |1,859,226 | 100.0 |2,004,614 | 100.0 |1,394,155 | 100.0
e Accounting Indicators
.POIICY Reserve Unit: million yen
Account End of FY 2003 | End of FY 2004 | End of FY 2005 | End of FY 2006 | End of FY 2007
Premium reserve 96,016,098 96,055,958 92,691,843 90,318,234 89,100,961
(additional policy reserve) (8,824,472) (8,394,239) (7,970,331) (7,569,111) (7,377,939)
Policy reserve Unearned premium 18,047,810 17,380,929 17,078,815 15,699,075 15,241,042
(excluding contingency reserve) | Subtotal 114,063,908 113,436,887 109,770,659 106,017,310 104,342,003
Insurance 93,292,485 92,470,612 88,888,347 85,584,406 84,128,226
Annuity insurance 20,771,422 20,966,275 20,882,312 20,432,903 20,213,776
Contingency reserve 814,036 844,438 1,724,466 2,700,387 3,316,245
Total 114,877,945 114,281,325 111,495,125 108,717,697 107,658,249

Note: The additional policy reserve is set aside for cases in which the original policy reserve that is based on calculations at the time of entry is not sufficient to
compensate for deficiencies in insurance and other payments due to possible negative net worth.
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2. Financial Data

0 Outline of Japan Post’s Accounts System and Restructuring into Service Classifications

According to Article 29 of the Japan Postal Public Corporation Law, in which it is stipulated that Japan Post’s accounts
are to be based on standard business accounting practices, financial statements (balance sheet, statement of
income, statement of cash flows, appended statements, etc.) will be prepared that, for example, evaluate securities
according to classifications based on the purposes for which they are held.

Because Japan Post has Postal, Postal Savings, and Postal Life Insurance Services that have differing characteristics and
objectives, we will not only prepare financial statements for the entire corporation, but in order to meet our
obligations of accountability relating to each service area, we are required to clarify the financial positions and
management results of each service through separate financial statements for each of these service areas. This will also
make it possible to make comparisons with similar private-sector businesses.

In order to provide appropriate financial information for each of the different services, appropriate standards are used
for new acquisitions, assets, liabilities, and income and expenses generated in two or more of these service
classifications, and these are included under their respective classifications.

The following provides further details on the format adopted for these service classifications:

1 Highlights

1. Assets, liabilities and income that clearly belong to any of these service classifications will be included under the
relevant service and assets relating to two or more of these service areas are included under each classification
according to the proportion of expenditure ratio, liability, and income generated for that purpose at the time of
acquisition.

2. Expenses incurred directly in the operation of each service, such as the salaries of employees engaged in the Postal,
Postal Savings and Postal Life Insurance Services provided by post offices, are included under the respective service
classifications.

2 Management Efforts

3. Expenses for management divisions such as the head office and regional offices and expenses for post offices for
which the generation of such expenses is clearly attributable to one of the services (expenses incurred by
Postal Business Headquarters, Postal Savings Business Headquarters, and Postal Life Insurance Business
Headquarters at Japan Post’s head office), are included under their respective classifications.

All other expenses are included under each service classification in appropriate and fair proportions according to criteria
such as the ratio of employee working hours. (See the following diagram.)

Furthermore, the financial statements for Japan Post as a whole and for each of the service areas are reviewed by
independent auditors, which ensures the appropriateness and objectivity of financial information, thereby
enhancing the transparency of management.

3 About Japan Post
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SIGNIFICANT ACCOUNTING POLICIES

(1) Securities
(a) Held-to-maturity debt securities
Stated at amortized cost (straight-line method) using the moving-average method.
(b) Bonds classified as debt securities earmarked for policy reserves
Stated at amortized cost (straight-line method) using the moving-average method in accordance with Industry Audit Committee Report
No. 21 “Temporary Treatment of Accounting and Auditing Concerning Securities Earmarked for Policy Reserves in Insurance
Industry” issued by the Japanese Institute of Certified Public Accountants (“JICPA”).
(c) Investments in subsidiaries and affiliates
Stated at cost using the moving-average method.
(d) Available-for-sale securities
i Securities with fair market value
Stated at fair market value (the cost of securities sold is calculated using the moving-average method).
Net unrealized gains and losses on investments are reported as a separate component of capital.
ii Securities without fair market value
Stated at cost or amortized cost (straight-line method) using the moving-average method.

(2) Money held in trust
(a) For trading purposes
Securities included in money held in trust for trading purposes are stated at fair market value.
(b) For other purposes
i Securities with fair market value
Stated at fair market value (the cost of securities sold is calculated using the moving-average method).
Net unrealized gains and losses on investments are reported as a separate component of capital.
ii Securities without fair market value
Stated at cost or amortized cost (straight-line method) using the moving-average method.
The building portion of the premises which constitute the trust asset is valued after considering depreciation under the
straight-line method.

(3) Inventories
Stated at cost using the moving-average method.

(4) Premises and equipment
(a) Premises and equipment
i Buildings (excluding structure and equipment)
the straight-line method
ii Others
declining-balance method
The useful lives of the major premises and equipment are as follows:
Buildings 2-75 years
Equipment  2-20 years
(b) Software
Amortized over the straight-line method over its estimated useful life of 5 years, which is included in other assets.

(5) Translation of foreign currencies
Assets and liabilities denominated in foreign currencies are translated into Japanese yen at the exchange rates prevailing at the fiscal year
end.

(6) Reserves and allowances
(a) Allowance for doubtful accounts
An allowance for doubtful accounts is provided for specifically identified doubtful accounts in the amount deemed uncollectable based
on an assessment of each account, and for all other accounts based on the historical ratio of losses.
(b) Reserve for employees’ bonuses

A reserve for employees’ bonuses is provided based on the estimated amounts to be paid, allocated over the period to which the

bonuses are applicable.

(c) Reserve for employees’ retirement benefits

i To provide for the payment of retirement benefits to employees, a reserve for employees’ retirement benefits is established based
on the estimated projected benefit obligations at the fiscal year ended.

The actuarial difference is amortized using the straight-line method over the certain years (fourteen to fifteen years) within the
estimated average remaining service lives for employees from the fiscal year after the difference is incurred.

Past service liability is amortized using the straight-line method over the certain years (fourteen years) within the estimated average
remaining service lives for employees in the fiscal year the difference is incurred.

ii We calculated charges for the expenses concerning the pension benefits for the service period in and before December 1958 of those
who had worked for the then Ministry of Communications and the then Ministry of Posts and Telecommunications (engaged in
postal services) and retired in and after January 1959 (hereinafter referred to as “adjustment resources”), among expenses for the
retirement mutual aid welfare pension of national public service personnel, and booked them as part of “allowance for
employees’ retirement benefits.”

The actuarial difference is amortized using the straight-line method over the certain years (fifteen years) within the estimated average
remaining payment periods for eligible personnel from the fiscal year after the difference is incurred.

iiiWe calculated charges for the expenses concerning the pension benefits for those who had worked for the then Ministry of
Communications and the then Ministry of Posts and Telecommunications (engaged in postal services) (hereinafter referred to as
“charges for pension benefits”) and retired in and before December 1958, among expenses for the retirement mutual aid
welfare pension of national public service personnel, and booked them as part of “allowance for employees’ retirement
benefits.”

The actuarial difference is amortized using the straight-line method over the certain years (seven years) within the estimated average
remaining payment periods for eligible personnel from the fiscal year after the difference is incurred.
(d) Allowance for compensation for accidents in the line of duty
Allowance for compensation for accidents in the line of duty is provided to prepare for paying pensions to personnel who
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sustained a casualty in work-related accidents or while commuting or to their surviving families. We booked the amount of pension
obligations associated with compensation for accidents in line of duty as of the end of the fiscal year under review.

The actuarial difference is amortized using the straight-line method over the certain years (twenty-one years) within the
estimated average remaining payment periods for eligible personnel from the fiscal year after the difference is incurred.

(7) Leases
Finance leases, excluding those leases that are considered to transfer the ownership of the leased properties to the lessees, are
accounted for by a method similar to that used for operating leases.

(8) Hedge accounting
The Postal Life Insurance Service adopts assignment accounting or deferred hedge methods in the forward foreign exchange
contract of foreign currency assets.
With respect to evaluation of hedge efficiency, Japan Post uses forward foreign exchange contracts with the same currencies, the same
settlement dates and the same notional principals as the hedged assets. Thus the relationship between cash flows from the hedged assets
and the hedging instruments is closely correlated. As a result, Japan Post deems its hedges to be highly effective.

(9) Derivative transactions
Derivative transactions are valued by the market value method. However, assignment accounting is used for transactions that meet the
requirement for such accounting, such as forward foreign exchange contracts.

(10) ‘Cash and cash equivalents’
‘Cash and cash equivalents’ in the statements of cash flows are composed of ‘Cash and Deposits’.

(11) Others
(a) Policy reserves
Policy reserves are based on Article 34 of The Japan Post Law (Law No. 97 of 2002). Insurance reserves are recorded as the higher
of the following calculations as required by the method stipulated by the Minister of Public Management, Home Affairs, Post and
Telecommunications (Notification No. 82 by Ministry of Public Management, Home Affairs, Post and Telecommunications
(MPHPT) of 2003):
i The amount calculated at the end of the fiscal year based on the calculation method instruction statement on the policy
reserves for a postal life insurance (net level premium method).
ii The present value amount which is deemed necessary based on the future income and expenditure of the postal life insurance
contracts owned at the end of the current accounting period.
Any amendment to the calculation method instruction statement for postal life insurance, which is the basis for recording
policy reserves at the end of the current fiscal year, is required to be approved by the Minister of Public Management, Home Affairs,
Post and Telecommunications.
(b) The policyholders’ dividend reserve
The policyholders’ dividend reserve is a reserve based on Article 28 of The Enforcement Ordinance of the Japan Post Law
(Ministerial Ordinance No. 4 of 2003 by MPHPT) and is recorded in accordance with the calculation method instruction
statement for postal life insurance (including the policyholders’ dividend which will be paid out in the following fiscal year).
(c) The reserve for price fluctuation
The amount of the reserve for price fluctuation is recorded pursuant to the provisions of Article 32 of The Japan Post Law (Law No.
97 of 2002).
(d) Accounting policies for consumption tax and local consumption tax
Amounts are recorded exclusive of tax.

(12) Changes in accounting policies
Previously, pensions paid to personnel who suffered from a work-related accident or an accident while commuting, or to their
surviving families, were booked as expenses when they were incurred. Since the beginning of the fiscal year under review, such pensions
have been stated as “allowance for compensation for accidents in the line of duty” after calculating the amount of pension
obligations associated with compensation for accidents in line of duty.
Given that Japan Post was to be privatized according to the Law of the Privatization of the Postal Services (2005, Law No. 97), it was
unlikely that the new compensation pension would be paid based on the Government Employees’ Accident Compensation Law
(1951, Law No. 191). Accordingly, Japan Post made the above change in order to recognize pension obligations associated with
compensation for accidents in the line of duty, which Japan Post should bear, and disclose its financial conditions appropriately.
With this change, Japan Post booked a one-time charge of 30,057 million yen related to compensation for accidents in line of duty at
the beginning of the fiscal year under review under extraordinary losses. The said charge is included in “One-time provision for reserve
for expenses for adjustment resources etc.”
As a result, compared with the conventional method, ordinary profit and net loss increased 715 million yen and 29,341 million yen,
respectively.

(13) Additional information
Since Japan Post was going to be privatized according to the Law of the Privatization of the Postal Services (2005, Law No. 97), Japan
Post reached an agreement with government agencies as of April 23, 2007 on expenses for adjustment resources. Under the
agreement, the expenses were limited to those in and after FY 2007 regarding former postal personnel and their surviving families.
Previously, the said expenses for adjustment resources were booked when they were incurred. Now that it has become possible to
rationally estimate liabilities concerning adjustment resources, such liabilities are included in “allowance for employees’ retirement
benefits,” beginning in the fiscal year under review.
Among the expenses for the retirement mutual aid pension of national government employee, some expenses were also calculated and
booked for governmental pensions or the pension benefits for the service period in and before December 1958, beginning in the fiscal
year under review as well as adjustment resources. The said expenses are included in “allowance for employees’ retirement
benefits.”
Japan Post recorded 1,384,310 million yen as a one-time disposal of expenses for adjustment resources and 5,211 million yen as a one-
time disposal of expenses for pensions to public servants in extraordinary losses at the beginning of the fiscal year under review. The
said disposals are included in “one-time disposal of burden charge for adjustment resources.”
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e Financial Statements of Japan Post as a Whole

NON-CONSOLIDATED BALANCE SHEETS (JAPAN POST As A WHOLE)

Unit: million yen

68

4 Data

As of March 31,2007 As of September 30, 2007

Assets
Cash and depOSitS ........................................................................... 6,802’350 7,640’405
Call loans .................................................................................... 1’304’600 800’000
Receivables under resale agreements ................................................... 119,893 S
Monetary receivables purchased ......................................................... 29’989 R
Money held 1n LLUISE  str et oo reeseeeeeeeeneeueetuttutesetuttectestasstactascescasscaccens 9,502,506 6,502’577
SCCUI’itiCS ....................................................................................... 249’235’118 254’800’063
DCpOSitS to the fiscal loan fund ......................................................... 52,243,500 38,858’500
Loans .......................................................................................... 26’090’419 25’405’803
Premises and Cquipmel‘lt, TIEL st et eeeteeseeetatttttttittitttiitiittittiittittittiittetes 2,865,249 2,948’433
Other ASSELS sttt reeretcaittiitiiitiitiittiittittitttitttittittitttitttttttstatttittttten 1’636’868 1’504’515
Allowance for dOubtful ACCOUILS ~ teetreereersrerseeseeeteatuettttostactaccescoscanes (12,01 1) (3’473)
Total ASSELS st retreteeeretciitiittiiitiitiittittiittitttittitttittiittitttttatttattrittttten 349’818’485 338’456’824
Liabilities
POSEAl SAVINGS #++++srrreessmrrresssrrre ettt 185,822,575 180,064,175
POLICY FESEIVES  ++++serwrsesssmnrssssonstttiiiiitt sttt 113,108,840 111,936,937
BOITOWIIIGS 77w+ +ssserresssmnnees sttt 28,200,000 24,810,000
Other [iabilitieg «+e+eeceseeseresnsesrsertmemtmttiitiiuiiitiieiiitiitteienee, 9,378,853 9,318,660
Reserve for employees’ bonuses ......................................................... 120,983 125,313
Reserve for employees’ retirement benefits = +eereeerererresersernerineneneiee. 2,428,117 3,818,425
Reserve for directors’ retirement benefits ............................................. 102 S
Allowance for compensation for accidents in the line of duty =++-=sseseeereeeeeees — 29,341
Reserve for price fluctuations =---r«eessssrreesssrressminneetiiiite i 626,501 672,538
Total llablllties .............................................................................. 339’685’974 330’775’392
Capital
Capital  sorereerse e 1,268,807 1,268,807

Government investment in capital — «+++ssseeeesssrnreessniineiii 1,268,807 1,268,807
Retained earnings ««««+++--rrressssrmreesmmmmntenmiiitt et 6,415,420 5,010,841

Reserve fund  seeseeseseeeeseeensestmtntiiiiiiiiiiiiiii et 5,472,853 5,452,843

Net income (oss) wrrrrrrrrrrrrrrrrrrrrrrrrrrrrttttt 942,567 (442,002)
Net unrealized profit or loss on securities «=sressresrresrrserrerreearntneee.. 2,448,282 1,401,783
Total capital rreeesserrrers e 10,132,510 7,681,432
Total llabllltles and Capital ............................................................... 349’818’485 338’456’824
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NON-CONSOLIDATED STATEMENTS OF INCOME (JAPAN POST As A WHOLE)

Unit: million yen

For the first half of FY  For the fiscal year ended

Irem 2006 September 30, 2007
Ordinary income ........................................................................... 9’517’819 9,921,643
POStal Service income .................................................................. 836’588 835,214
POStal SaVil’lgS Service income ......................................................... 1’503’517 1,768,133
POStal Llfe Insurance Service income ................................................ 7’177’713 7,318,295
Ordinary eXpenseS ........................................................................... 9’1 19’161 8,713,808
Operating expenses ..................................................................... 7’809’006 7,423,419
Personnel eXpenSCS ..................................................................... 1’192’152 1,155,188
TaXCS and dues ........................................................................... 20’642 34,491
Depreciation .............................................................................. 95’191 97,585
Other Ordinary expenses ............................................................... 2’168 3,124
Net Ordinary income ........................................................................ 398’658 1,207,834
EXtraOI‘dinary gains ........................................................................ 6’049 20,569
Gain on Sale Of premises and equipment .......................................... 249 9,969
Gain on adjustment to income and losses in the previous year «:=wessexeee 644 5,899
Other eXtraOI‘dil’laI‘y gains ............................................................ 5’155 4,699
EXtraOI‘dinal‘y losses ........................................................................ 99’123 1’579,238
Loss on disposal of premises and equipment «=+«ssseesrereesreresereeeneee.. 3,363 18,499
LOSS on impairment Of flxed QASSELS *orrerresrersrestrettittiittitttittitttistitttietns 67’012 38,571
Provision for reserve for price fluctuations —«=rrosrerrrrerrerrrerrrereeeenn. 25,392 46,037
Loss on adjustment to income and losses in the previous year «=+c=xxxeeee: 16 66
One-time provision for reserve for expenses for adjustment resources etc. =+++** — 1,419,578
Other extraordinary losses ««+++ss-seeesssrsreesmmriiiii e 3,338 56,484
Provision for policyholders’ dividend reserve — «=xrsrerrerrerrerrereererereeeeene. 67,812 91,168
Net (interim) income (Or [osg) ««r+eesssssssrrrerreeresmmmiiiiiin 237,771 (442,002)

NON-CONSOLIDATED STATEMENTS OF APPROPRIATIONS OF RETAINED EARNINGS (JAPAN POST As A WHOLE)

Unit: million yen

Item FY 2007
As of September 30, 2007
Unappropriated retained earnings at the end of the period ++«++-s++ssssssseeseesnemniiniiiii 442,002
INEE ITICOIMIE *###++reerssesnsrennsenunneesnnsesnnsesunessuneesusssessesessnsessssesssseessssesnesessesensssensnsensnsnes 442,002
Appropriation of retained arnings «++«+-++ss+srssssssserrentta 442,002
Reversal Of reServe fnd  «+e-+++essrsrsrrrsersmesuimestiieetieestiieestiaestieessiaesstiesstieestnesraessiaes 442,002
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS (JAPAN POST AS A WHOLE)

Unit: million yen

For the first half of ~ For the fiscal year ended

FY 2006 September 30, 2007
Cash flows from operating activities
Net (interim) income (Or loss) «++++=sssrerrrreesssmmmmmmmiiriiteis 237,771 (442,002)
Gain on adjustment to income and losses in the previous year «=+++=+e=eee+ (644) (608)
Loss on adjustment to income and losses in the previous year =:+scssseee+ 16 66
Depreciation .............................................................................. 95’348 97’701
Loss on impairment of fixed assets — wwr+sssrereesssnnreesmnnte 67,012 38,571
Net change in policy reserves ««+«+++sssssessssssssmtaiiiiiiiiii (952,131) (980,313)
Net change in allowance for doubtful accounts = «e=sresererereserrerareeeeeeees (5,462) (8,538)
Net change in reserve for employees’ bonuses =rwrsrerresrereesrereeaeereeeene. 7,596 4,330
Net change in reserve for employees’ retirement benefits —=xrseeseereeeeeeeees (17,352) 1,390,308
Net change in reserve for directors’ retirement benefits ++e+eesreseesrereeeeees 10 (102)
Net change in allowance for compensation for accidents in the line of duty — 29,341
Net change in reserve for price fluctuations =«=rsresresresreseesrereeaeeeeeene. 25,392 46,037
Net gains (lOSSCS) il‘lVCSting aCtiVitieS ................................................ (1,963’393) (2’895’036)
Net gains (losses) from disposal of premises and equipment =+=++==s=seeeeeee 3,125 8,542
Net Change ln loans ..................................................................... (176’533) 23’431
Net Change 1n pOStal SaVingS ......................................................... (6’102’527) (5’758’400)
Net gains Change in bOl‘rOWiI‘lgS ...................................................... (2’430,000) (3,390’00())
Interest received ........................................................................... 884,365 1’520,626
Interest pald .............................................................................. (693’632) (518’273>
Other, TUEL st r ettt ettt ittt ittt sttt sttt tttttesttstattans (355’355) 58’743
Subtotal ................................................................................. (1 1’376,394) (10,775,573)
Interest and diVidendS rCCCiVCd ...................................................... 732,035 982,142
Interest pald .............................................................................. (21) (0)
Dividend payment to insurance policyholders =+«srsresrereesrereeseerceaeeenee (185,126) (190,885)
Payment to the national treaSury ................................................... — (962’576>
Net CaSh used in Operating aCtiVitieS ................................................ (10,829,506) (10’946,894)
Cash flows from investing activities
Purchases of monetary receivables purchased --r-srosresrerreerereeeeereeeeeenee (284,973) (159,961)
Proceeds from sale and redemption of monetary receivables purchased --- 315,000 190,000
Proceeds from redemption of deposits to the fiscal loan fund =~ =+=eeeeeeeeee 14,442,300 13,385,000
PUIChASES OFf SECULILIES #++#e+reesrrrrenrernseruseruseuareuartunrtuertuneteereenrennns (46,209,578) (52,232,474)
Proceeds from sale Of SECUTIties re+e+retrrrereremrnsesrarereaemuaenrunenruneneeenes 2,965,613 5,135,919
Proceeds from redemption of securities =«srsrerrerrerresrerrereereeaeaeeaeeeene 35,317,494 41,717,804
Proceeds from sale of money held in trust ==«==roseseerereresereeeaeaeene. 1,601,005 3,050,075
INVEStmMEnt in 10aMs ++rrerresrerrressrossrossrrararsrarseacsrassrassrassrsasessanssannss (1,660,020) (1,267,148)
COollection Of [Oamns - +v+e+etesesterersoearottmtrtntitieiieiinretiirriaeieaeraeenee 1,479,901 1,928,333
Purchases of premises and equipment —«+++-seeeesssrerreessnreeen (17,522) (233,965)
Proceeds from sale of premises and equipment — xeseeseesrerreseeseeaeeaeienne 3,911 20,305
Other, et ++++ssssrressssssnresantttte ettt 167,124 263,111
Net cash provided by investing activities «reseesreseesreseesreseesrereeacercecenes 8,120,256 11,796,999
Cash flows from financing activities
Repayment of lease obligations «+++=-srressssrrreesmmmmeeeniiiii (3,789) (0)
Repayment of money transferred from the general account ++-+eeeseeeeeeee — (12,320)
Net cash used in financing activities «--««++sssseereesssmrressniiinn (3,789) (12,320)
© Effect of exchange rate changes on cash and cash equivalents =~ «-=r--eeoreeeeeees 299 270
- Net increase (or decrease) in cash and cash equivalents -=rseeerereeerereeeeeeeeee (2,712,740) 838,055
a Cash and cash equivalents at the beginning of the year —-=+reereeereseereeereeene 8,962,312 6,802,350
< Cash and cash equivalents at the end (end of the interim) of the year «++++++=+++2++ 6,249,571 7,640,405
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e Financial Statements of Postal Service

NON-CONSOLIDATED BALANCE SHEETS (POSTAL SERVICE)

Unit: million yen

As of March 31, 2007 As of September 30, 2007

Assets
Current assets
Cash and depOSitS ........................................................................ 316’862 101’882
ACCOuntS receivable _ trade ............................................................ 118’932 108’884
IELVENLOLIES e +erererreseressesessosaseosaseossearsasessassosasnossseasssessssasessaseonss 2,496 11,367
Prepaid eXPenses «w«««wreetesssssnrmnnrtttttttaiiii 1,210 1,326
Accounts receivable - Other —ceteseetesresereaenreattuitiiiii e 5,628 5,513
Othel’ CUITENT QSSELS  tretreerresreeseeseestastutttuttettestatctestesttsscacstocccscannes 231 417
Allowance for doubtful ACCOUNES  +++rrerrrrerrrrarnresenrrmeneurtaeueeaerenenennen (161) (142)
TOtal CUITENE ASSELS  ++++#e+sesrerensenrenareareareartarmarsarrarsarnarsarearsasnassnns 445,198 229,248
Fixed assets
Tangible fixed assets
Automotive equipment ............................................................... 10’042 12,332
Accumulated depreciation ......................................................... (7’354) (8,098)
Bulldll’lgs ................................................................................. 982’340 1’024’985
Accumulated depl‘eciation ......................................................... (209’161) (231,376)
StruCtureS ................................................................................. 35’296 38’066
Accumulated depreciation ......................................................... (12’171) (13,372)
Machinery and equlpment ............................................................ 80,367 79’856
Accumulated depreciation ......................................................... (42’962) (45,544)
TOO]S, furniture and equipment ...................................................... 73’141 88’330
Accumulated depreciation ......................................................... (36’591) (43,613)
Land ....................................................................................... 907,015 914’688
COHStruCtiOH in progress ............................................................... 2’873 983
TOtal tanglble leCd QASSELS  streetrecreetcettiittiiiiiitiitiittiitiittiitttttittanaes 1’782’835 1,817’238
Intangible assets
Leaseholds ................................................................................. 1 1 1 570
Telephone subscription rights =«««+++ssseeeesssrreermmnreiiiii e 447 468
GOFEVVATE v vererrmsrrensnsenenentneteteneten et eatenten et eeaeaenaeaenaaeneaaen 8,662 26,926
Other intangible ASSELS ** sttt e s e e tatttittiiitittiiitittiittiitiittittiittittitttittns 6’627 249
Total intangible assets ++++oweeesssrnreessmsmmreniii 15,849 28,214
Investments and other assets
Shares in affiliates ........................................................................ 891 891
Long-term prepaid eXpenses ««r+ss-erreessssrreesssnntte s 284 448
Other investments and Other assets ««+e+teteseeersrernrerenemitieniieiieieiae.. 1,622 1,703
Allowance for doubtful ACCOUNES v +rrererresrrrrmresenrmmemeureaenrerenreneneenes (1,318) (1,272)
Total investments and Other aSsets ««--+r-ceteeraresrernreararerearorearareaenrenss 1,480 1,771
Total fixed ASSELS +v+rererrerererensnsrarnrtaeuenatnenrtaenetatetaterataenataenaanes 1,800,165 1,847,224
TOtal ASSELS +etererrereseecesesenrustsrutisettttiruttiiuttieutiotisestistetieustseasiocsenes 2,245,364 2,076,473
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Unit: million yen

As of March 31, 2007 As of September 30, 2007

Liabilities
Current liabilities
Accounts payable Ctrade  ceeerereeeeeeeeeiiiiiiii ittt ee e eees 46,397 43,385
Short-term borrowings from other business segments of Japan Post =+-++--+- 360,000 —
Current portion of long-term borrowings from other
business segments of ]apan POSt  trrrrrereeeeete ittt ieeeeaeaaes 16,838 —
Accounts payable Other  seeerrrere s 256,580 785,501
ACCIUEd EXPENSES  +rrreeerersrrrsrrrrrsrrrrrsrrtttttiii 7,825 10,104
Advances received ........................................................................ 420 321
Postage received 1N AdVANCE srrrrrrrrrrrareeeeetettttttiiiiiiiiiiitiiiiiiiiiiiiiiiiaaaas 44’494 41,388
Deposits received  crrrrrereteeeee ittt eseeeeees 449’373 351,422
Contribution money from postcards with donations «+«==+sssresereserareeareeene 705 170
Reserve for employees’ bonuses  seseerererreeeeiiiiiiiiiiiiiiiiiiiiiiia e 66,793 65,302
Other current [Habilities =e=eeeeseseeeeererreeettettettttttuuiiiiiiiatettttttnnnteaaaanns 34’205 7,637
Total current Liabilities ssesesseeereeeeeseseserannnuttiiiiiiiiiiinnntitiiiieiiienens 1,283,632 1’305,233
Long-term liabilities
Long-term borrowings from other business segments of Japan Post =+-=+--+- 111,980 —
Deposits I‘CCCiVCd ........................................................................ 2,661 2,164
Reserve for employees’ retirement benefits «e=resresresersreseesrereneecaenee. 1,362,171 2,080,894
Reserve for directors’ retirement benefits — coeceseerrerrreeeeeeeeeaieninniciiiians 34 _
Reserve for reimbursement for Fumi Cards — «osereoeerrerreseenseaereeeeenee. 3,020 1,159
Allowance for compensation for accidents in the line of duty «-=r=esreeeeee — 20,001
Other long—term JHaDilities evsveeeeeernnnneeaeeeeettttttuuiiiiiiitetitiiiiiiiiiiiiaaaaas 865 702
Total long-term liabilities — reeeeeeeeererrneremmmmm 1,480,733 2,104,922
Total [iabilities «+e+rrersrrerrrrrnsrrromrrrinrrrmerruierriieeriinesraerraeesiieessiaessens 2,764,366 3,410,156
Capital
Difference from assets and liabilities at the time of establishment of
JAPAN POSt  eeereersrssnnneettt (578,220) (578,220)
Retained €arnings +++-++++sssessessssmssestesinsitatiet it 59,217 (755,462)
Reserve fund  cocreeerrrrrereeeeetetttttiiiiiiiiiii i iiiiiiiiiiiiiie e eeeeaeaas 57’344 59’217
Net income (IOSS) ........................................................................ 1,873 (814,680)
Total capital .............................................................................. (519,002) (1,333,682)
Total liabilities and capital ++++ssseseeessreesssrsiniii 2,245,364 2,076,473
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NON-CONSOLIDATED STATEMENTS OF INCOME (POSTAL SERVICE)

Unit: million yen

For the first half of ~ For the fiscal year ended

Irem FY 2006 September 30, 2007

OPErating INCOME *rrrwwrrrrersssssrsrrrr ettt 850,887 854,481
Operating COSLS "t"teteseresesesesesarsnsncecossrsasacesesossrsrcnsossssasasesesssrsncasnsocns 870’884 833,154
Gross margin (or gross IOSS) ............................................................ (19’997) 21’327
Selling, general and administrative eXpenses ««t«sesseseesrreereresereeteeeeees 46,369 53,655
Personnel EXPEIISES **tretretretretrssretretuetuetuetietiotitititiitititi ittt 26,243 27,642
(Provision for reserve for employees’ bonuses) «=xxreerrereereerererereaeennn. 3,310 3,588
(Expenses for employees’ retirement benefits) «+ereeseeeeerereerereerereaerieee 2,054 2,372
(Provision for reserve for directors’ retirement benefits) =«=+esreeererereecaeeee S —
Depreciation ................................................................................. 5’356 5,503
Advertising EXPEIISES  *+otrerersrsrrsesresesetertstrastituiiittiittiititititiiteee 1,748 2,965
Taxes and dues ........................................................................... 3’197 6,296
Provision for allowance for doubtful accounts = «=eresereserererrerreeereeeeees 72 86
OULSOUICING EXPEISES  *+++rrrrrrrrrrssssssssssnrrrttt sttt 2,037 3,460
Others  crerrrreeeeeeeetettiiiiiiiiit i iiiiiiiitettttttttttaieeieateettttaannanaans 7’712 7,699
Net operating [OSS eeerererer ettt tiiiiiiiees sttt tatiieisaeanaaaes (66,366) (32’327)
NON-OPErating iNCOIME «++++++ssrsrerrrsssssssrrrtutuit i 4,197 4,656
Interest income .............................................................................. O 0
Income from rental property ............................................................ 2,863 3,068
Income from compensation payment for damages ««++rserserererereeeereeeeees 645 503
Other non—operating INICOITIE *teeeesteereseeeneseeneesteneesctueescenncsccnecscenncsccnns 688 1,084
NON-OPErating EXPENSEs  +++++rsswerrrsssssssssrrmmuiiiaittttriiii s 3,785 4,594
TNEEIrEST EXPEIISES «###rrrrtsrrsrrrrrrssssssesssttttttiiiitttttttttti ettt 3,279 3,618
Othel’ non_operating eXpenSCS ......................................................... 506 976
Net Ordinary logs «++s++ssssssessessenserseninttiitniteit et (65,955) (32,265)
Extraordinary gains ........................................................................ 1,782 1,868
Gain on adjustment to income and losses in the previous year —=+e=+s=seeseeeeees 132 47
Gain on sale Of flxed QGGG ** s st e e et ee e et ettt tiiiiiiitatstttettrteitesananaes 17 29
Gain on return of reserve for reimbursement for Fumi Cards -+-seseeeeeeeees 1,490 1,753
Other extraordinary gains ............................................................... 142 39
Extraordinary JOSSES *rrrrrreereee ettt iiiiiiiieta sttt tteeaaaaeaaaes 7,296 784,283
Loss on adjustment to income and losses in the previous year +«=++=+s=seseeeee 1,922 58
Loss on sale Of ﬁxed ASSELS **** v vt e e rrreeatatattttttttiiiiiiitttttitttttitititittnataes 12 29
Loss on diSpOSﬁl Of fiXCd ASSELS ** v v e e rreeeatattttttttiiiiiiiitatttttitittiiiiiaataaaes 952 6,395
Loss on impairment Of fixed assets crrrrrererrrrrrnreettttttiiiiiiiiiiiiiiiiiiiiiaa. 3,309 6,568
One-time provision for reserve for expenses for adjustment resources etc. “**-+* — 739,020
Other extraordinary IOSSCS ............................................................... 1,098 32’210
Net (interim) lOSS ........................................................................... (71,468) (814,680)

NON-CONSOLIDATED STATEMENTS OF OPERATING COSTS (POSTAL SERVICE)

Unit: million yen

For the first half of  For the fiscal year ended

FY 2006 September 30, 2007
PersOnnel COSES  sossssseeerereeeeeeeeesettttttuuuniieisssstttttnnnncssessssssssssanannsssons 672,861 632,748
(Provision for reserve for employees’ bonuses) —«oreorereerrrerererereeeens 71,060 61,713
(Expenses for employees’ retirement benefits) «=+esereereerererearereeeaeeeen. 45,573 46,863
Other costs 3
Fuel COSES ****# e oo eeeeeesessseseeenunnnnsessssssssosusossssssssssssssssssssssssssssssssnnnns 4,344 4’531 S
Automotive repair Costs .................................................................. 2’764 3,227 *
Procurement costs for stamps and postcards srorroreerrereesrasea s 2,744 2,784
Depreciation aaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaa 30’047 33,274
Rental EXPEIISES  *retretretr ettt sttt sttt 13,371 10,558
Taxes and dues ........................................................................... 1’719 1,751
Fees for entrusting collection and delivery +roseosererrrerererererereenee. 87,752 82,560
Handling COSES  **eeemesesesssssesennnnuueetetsssosesensnnasssesssssssssssnnnnsssscss 13’047 13,018
Other ....................................................................................... 42,232 48,698
Total COSES " e eeeeseseseseeennnnnneeeseaseseeossnnsoesssssssssesssnsssssscessasssssssnnnns 198,023 2003405
Total operating COSES  *#eeeesseeesssenesstensstonssscnssscscssscscssscnsssscncssscncs 870,884 833,154
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS (POSTAL SERVICE)

Unit: million yen

For the first half of

For the fiscal year ended

FY 2006 September 30, 2007
Cash flows from operating activities
Net (interim) [OSS * e reeeeeeee e et (71,468) (814,680)
Gain on adjustment to income and losses in the previous year «=+++=+e=eee+ (132) (47)
Loss on adjustment to income and losses in the previous year =:+scssseee+ 1,922 S8
Depreciation .............................................................................. 35’561 38,893
Loss on impairment Of fixed assets  worrrrereereerarenniniitiiiiiiiiiiiiiiiae 3,309 6,568
Net change in allowance for doubtful accounts —«e=eresereserererrerareeeeeeees (3,384) (65)
Net change in reserve for employees’ bonuses «««sstereessserresmssereeeineeeees 3,824 (1,490)
Net change in reserve for employees’ retirement benefits =~ «=+exeseeereeereeeees (10,239) 718,723
Net change in reserve for directors’ retirement benefits «-=+resereseeeseeereeees 3 (34)
Net change in reserve for reimbursement for Fumi Cards =+e=seseeeeeeeeeeees (1,432) (1,860)
Net change in allowance for compensation for accidents in the line of duty - — 20,001
TNtEreSt INCOIME *+*vss e rrrrrreeessssasesamnnuueeeeeeesaseeesnnnnnecceesssssssonnnnnnnees (0) (0)
Interest EXPEIISES  *#+# 7+t et restrestra s ittt ittt 3,279 3,618
Gain on sale of tangible fixed aSSets errrrrrrrerreetettetiiiitiitiiiiiiiiiiiaas (17) (29)
Loss on sale of tangible fixed assets rerrrrrereeeeesettiiiiiitiiiiiiiiiiiiiiieaes 13 42
Loss on disposal of tangible fixed assets creceeerreeeeeeettetiiiiiiiiiiiieiiaan 963 6,271
Net change in accounts receivable _ trade .......................................... 8,671 10,138
Net change IN INVENTOTIES  **rtssssererrrsseesteeeeeeseeeiuuuetteteteeseasennnnnaanes (1,636) (8,871)
Net change in accounts payable —trade  ceerererereeereiiiiiiiiiiiiiiiiiiiiiiinnns 482 (3’011)
Net change in accrued payables _ other .......................................... (77’792) (157,486)
Net change in deposits received crrreereerrre e (99,725) (98,448)
Net change in accrued consumption LAX  teeeeeeeeeeeseeteetetiiiiiiiiiiiaeiieaans 9,64() (14’242>
Other, DTS SRR R L ETTTTTT TP PPPPPPPP P (6’084) (3,887)
SUDLOtAl  sorerrrrr et e et e e s (204’242) (299,840)
Interest received  creseererrrrree ettt e e e e et 0 0
Interest paid .............................................................................. (3,295) (2,830)
Net cash used in operating ACTIVILIES *rrsssesesererennsesesssssssesannnnnneccacanns (207’538) (302,671)
Cash flows from investing activities
Purchases of shares in affiliates ««----rrrreseeeeeererrrrirmmneeeeerermmiiaeeeeeaeeens (42) _
Purchases of tangible fixed aSSELs cccrrrrrererereetetettiiiiiiiiiiiiiiiiiiiiiaes (9,161) (86,962)
Proceeds fI'OI’Il sales Of tangible leed ASSELS *rreerrreeerretetntetatitiaiiieaaaans 64 176
Other, TS R R PR R T (2’886) (13,783)
Net cash used in investing ACLIVILIES weevssssrreererrnnseeeeeeeaeeaennnnneeeeaaaans (12’025) (100,568)
Cash flows from financing activities
Proceeds from short-term borrowings ............................................. 1’082’000 997’000
Repayment of short-term borrowings ............................................. (981’000) (788,000)
Repayment of long-term borrowings ............................................. (9,530) (8,419)
Repayment of lease obligations «+++++++ssssssesessessessenisniniiiieine (3,788) (0)
Repayment of money transferred from the general account «++esseseeeeeeeee — (12,320)
Net cash provided by financing ACLIVILIES *rrsssereseerromrneeeeesesasesennnnnnaces 87’681 188,260
Effect of exchange rate changes on cash and cash equivalents — «-=r--eeoreeeeeees — —
Net increase in cash and cash equivalents ............................................. (131,882) (214’979)
Cash and cash equivalents at the beginning of the year —++stseesrereereereeeenes 203,746 316,862
Cash and cash equivalents at the end (end of the interim) of the year «+-+++-++ 71,864 101,882
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e Financial Statements of Postal Savings Service

NON-CONSOLIDATED BALANCE SHEETS (POSTAL SAVINGS SERVICE)

Unit: million yen

As of March 31,2007 As of September 30, 2007
Assets
Cash and deposits =++++++++ssssssrsssssssseset et 5,377,477 5,703,496
Call QNS  ++++rrrrrrsrssssnsnsnsmsnsssnsssssssssssessseraear et 1,000,000 800,000
Receivables under resale agreements ««-+-s-+=sssssseressssmssnsnssnsien, 119,893 _
Money held in trust =«+seessesesseressmensneene e 1,927,293 603,123
GECULLIEIES  *+++++rsssssssssnsssnnssssssssssssesasesasssates s et abababbb b abababababatateaaaates 165,016,502 170,509,254
Deposits to the fiscal loan fund —«««-s-ssssseeeesmsesmennse i, 52,243,500 38,858,500
4,376,059 4,561,627
OLIEr ASSELS #+#+++#+++ssssssnsssnsssnsssssssssssssssssssssssnssssssssssesessassessaaasasesaaanes 943,608 794,239
Premises and eqUIPMENt, Nt ++++++esesseseesersmsssmessnteteene e 633,523 686,750
Allowance for doubtful ACCOUNLS  ++++rrrrrrrerrrrreeremrmrrememereneneeeeereeeeeeeeees (9,618) (1,202)
TOtAl ASSELS  +++rrrrrrrrrrrsrersesssmmessessesseessesesseseseseesseeeneeeeeneeeeeseseeeeeeees 231,628,239 222,515,789
Liabilities
Postal MOney Orders «++++sessesessssemsetatititet et 9,732 13,082
POSEal GIros  «+ressesesssmsssses ettt 6,124,997 6,442,054
POSEal SAVINGS  «+wrrersrrerseresses et 185,822,575 180,064,175
BOTTOWIIES *+++#++essseressesesseseses ettt 28,200,000 24,810,000
Other Liabilities «+-eeeeererrrrrrreeeeerrmmmmmmmmmeeeeerreruieeeereerreeeerenan 2,428,091 2,555,897
Reserve for employees’ bonuses ««+++-ssssssessesrsssmssisininisie, 33,219 37,562
Reserve For directors’ DOMUSEs -+ rrererrreremmrmmmmmmmmriiiieieiineieneneaeeenenenns 17 _
Reserve for employees’ retirement benefits — weoreorerrrrrrarearrareeeirereenee. 595,088 1,003,271
Reserve for directors’ retirement benefits ««--«++sssseeeeeerrrrmmmmmeeeeeermemminn 34 _
Allowance for compensation for accidents in the line of duty = «eeveeeeeeeeeee. — 3,861
Total LAbilities s rrrrrrrrrersrsermmsmmmemsmmmemmeemeseseeeseseeeeeeeseesesseeeseeeeeeees 223,213,756 214,929,905
Capital
Difference from assets and liabilities at the time of establishment of Japan Post 1,804,415 1,804,415
Retained earnings ---+-+-«=sssssesrssesersssesmnseet e, 6,356,202 5,766,303
RESEIVE FUIA  #++#ererererrnsnsnsmsmsnmnsnsusssssesstsseeseaeeraeeeaeaeaaaaeasaaaaaaaaaaaaaaaes 5,415,509 5,393,626
INEE ITICOIMIE *+++ererrrerrmnssseeeremmmmumuiaeeseeeerestueeeeeeeerrtrraeeeeeeeeararannes 940,693 372,677
Net unrealized profit or 1oss on securities =+=+«+sssessssssssssssssisiiriniiins 253,863 15,164
Total capital ++++serserseeemserse s s 8,414,482 7,585,884
Total liabilities and capital +-«+=seseererrrmsmrssisenens s 231,628,239 222,515,789
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NON-CONSOLIDATED STATEMENTS OF INCOME (POSTAL SAVINGS SERVICE)

Unit: million yen

For the first half of  For the fiscal year ended

FY 2006 September 30, 2007
Ordinary INICOITIE  ** ottt s e e e semeeeseseseseettesununnnsesssssssssssnssssssssssssssssssnnnnnns 1,505,864 1’771’539
TNLEIESt INCOIME  *#w+ererrsorseeseneeet ettt ittt iitttteittiteiaeaenaes 1,429,247 1,311,040
Income from SEIVICE trANSACLIONS “**tr et reeresseessstesesstcnssstcnsscensscencanss 59,914 61,154
Other Operatlng lnCOI’ne .................................................................. 5’629 385,903
Other ordinary INICOITIE e e et st esesannnnnnesssestetsanssnssesssssssssssnsssscsases 11’073 13’440
Ordinary EXPEIISES 77w rrre s e s e sttt sttt sttt sttt 1,174,060 954,458
Interest CXPCHSCS ........................................................................... 466,110 420’045
Expenses fOr SErvVICE tranSACLIONS **ttttrerrrrrrresasesettetauuueeeeeeetestesannnnnnns 9’305 9’510
Other operating EXPEIISES  *rerrrtreresrsrrsrsresasttistitiiiititiit ittt 214’559 4’037
General and administrative EXPEIISES  torrrrererrrrrsrstesesttattittiittteees 482,113 517’542
Other ordinary EXPEIISES  *rrtrerrsestesestesestotutuetutuatiteitatutiittiitteitteiies 1’971 3’322
Net ordinary ITLCOITIE **# " e e eeeseseseetaannnnneeeeeeeseeteonnnaeeseesessestsssannnanaasaanes 331,804 817,080
Extraordinary gains ........................................................................ 4’295 8,379
Gain on disposal of premises and equipment ....................................... 24 5,638
Gain on bad debt recovered ssccrrrrrrrrrrettiitiiiiiiiiiiiiiiiii e eeeeeaes 59 74
Gain on adjustment to income and losses in the previous year —=+eseesseseeeeeees 1,436 —
Gain on return of allowance for doubtful accounts —=+ressreerresermseereeeneeene 1,887 1,516
Gain on donation of fixed assets cerrrreeereresesesettteiiiiiiiitiititttiiiiiiiiiianns _ 985
Other extraordinary gains ............................................................... 887 164
Extraordinary JOSSES #eer et ittt iee e eeseea e eaaas 26,859 452,782
Loss on disposal of premises and equipment =+seseeesresereserererreeaneereeee. 1,987 6,690
Impairment JOSS ettt et e is st seseee s s eeees 23,987 7’733
Loss on adjustment to income and losses in the previous year =+:s+xseeeeeeeee — 54
One-time provision for reserve for expenses for adjustment resources etc. ***+* — 411,240
Other extraordinary JOSSES *everreeeereseranaeiiitiiiiiiiiiiiiiii et teeeeeeaes 884 27,063
Net (INTErim) INCOMIE #wessreessrrrssrresssrnnsrruiiiiiii e 309,240 372,677
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS (POSTAL SAVINGS SERVICE)

Unit: million yen

For the first half of  For the fiscal year ended

FY 2006 September 30, 2007
Cash flows from operating activities
Net (INCErim) INCOME  #+#ewsssssssssnsnsnsnsmsmnmsnnsniiiiiiuiitibitbbbebiiibiaeeeaees 309,240 372,677
Gain on adjustment to income and losses in the previous year -+--+--xeexee- (1,436) —
Loss on adjustment to income and losses in the previous year =+:=+s=xeeeee+ — 54
DIEPLECIAtION *++###++ s nsssamrsssssrtesstt ettt ettt 42,878 43,275
IMpairment loss — weessssereessssmrsesmiieetiiiii 23,987 7,733
Net change in allowance for doubtful accounts —=xesrreerrerrrrreereereeeeee (2,088) (8,416)
Net change in reserve for employees” bonuses =+eosesrererrrerererereeeeaee 3,089 4,342
Net change in reserve for directors’ bonuses — =+rssesererrrrrrrereneeeneee. (15) (17)
Net change in reserve for employees’ retirement benefits =~ «v+eereeeereeereees (3,123) 408,183
Net change in reserve for directors’ retirement benefits =+rxerrerrereereeeeees 3 (34)
Net change in allowance for compensation for accidents
in the line Of duty ........................................................................ J— 3,861
Interest income ........................................................................... (1,429’247) (1’311’040)
Interest expense ........................................................................... 466’1 10 420,045
Net gain and IOSS on SeCul‘itiCS ...................................................... 88’899 (338’339)
Gain on money held in LLUISE s reeseesreeseescesttestutteestestaestestaccsectacscnons 124’515 (29,190)
Foreign eXChange gains (losses), TIEL  seveecrecr et rettatttittittttttitttitttttatenans (2,423) (13’026)
Net loss on disposal of premises and equipment =+«=srseerrerrerrereereereeeeeee 1,962 1,051
Net Change in loans ..................................................................... (277’533) (185’568)
Net Change in pOStal money Orders ................................................ (934) 3,350
Net Change ln pOStal giros ............................................................ 162’342 317’057
Net Change ln pOStal SaVingS ......................................................... (6,102’527) (5’758’400)
Net Change in borrowings ............................................................ (2,430’000) (3,390’000)
Net change in call loans, bills bought and receivables under
£ESAle AGIEEMENLS «wweessrrreesssrrrrsessniittt ittt (220,488) 319,893
Tnterest received  tecsetetreearoeearmetmrttiiiii ittt st e e 884,493 1,520,839
Interest paid «eesssrrreesssrnree s (693,632) (518,273)
Gain on donation of fixed assets scretesrerreererasrorasrerarestsrastirasroriranns _ (985)
Other, Met «++++ssssrreessmsnsee e ettt 66,710 (82,010)
TN e T P S (8,989,218) (8,212,937)
Payment to the national treasury +--«weeesssrrressmmreesmnni _ (962,576)
Net cash used in Operating activities =««««++==-eeeesssrrreesmmmreernnnirienne. (8,989,218) (9,175,513)
Cash flows from investing activities
Proceeds from redemption of deposits to the fiscal loan fund =~ =+-+veeeeeeeee 14,442,300 13,385,000
PuUrchases Of SECUTIties <« +rxrrrreresreresrarereasnmeaemeaenreaeirertaenreaeareaenaenes (36,675,160) (40,782,364)
Proceeds from sale Of SECULIties ++retrrererrrrrrrarnremenrrmtmenrtaeneeneeenenennes 2,273,509 3,605,778
Proceeds from redemption of securities «+«=+sessresereserererererareeareetiieeenee 26,404,562 32,051,048
Proceeds from sale of money held in trust — sreserserserrerareerereeeiee. 650,005 1,353,359
Purchases of premises and equipment —««++ssssereesssrrreesminree (6,065) (106,808)
Proceeds from sale of premises and equipment — =reseseerrrerrrereaeiaean. 297 12,627
Other, Met «+++ssssereessmssressanittte ettt (2,592) (17,378)
Net cash provided by investing activities =trotrosresresresrerreseerearereareneeee 7,086,855 9,501,261
Cash flows from financing activities
Repayment of lease obligations «+++-serreessssrrreemmmmreenmiiiii (0) (0)
Net cash used in financing activities «++-««++==«sssssreessmeesnneemniirmiienn. (0) (0) ©
Effect of exchange rate changes on cash and cash equivalents  «-ereoeeeeeeeees 299 270 I
Net increase (or decrease) in cash and cash equivalents «-wrorrereerrereereeeeenees (1,902,063) 326,018 aQ
Cash and cash equivalents at the beginning of the year +«-reorroreerrereeeeaeeeees 6,833,580 5,377,477 <+
Cash and cash equivalents at the end (end of the interim) of the year ++-++-+-- 4,931,517 5,703,496
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4 Data

e Financial Statements of Postal Life Insurance Service

NON-CONSOLIDATED BALANCE SHEETS (POSTAL LIFE INSURANCE SERVICE)

Unit: million yen

As of March 31,2007  As of September 30, 2007
Assets
Cash and deposits ........................................................................... 1,122,361 2’001’507
Call [0ANS  srrrerererrreretettteteteienittttttttttittiattnntttttttittttiittiintttttttaaans 304,600 _
Monetary receivables purchased ......................................................... 29,989 _
MOl‘le held In trusSt  seeeeeeeeseseeeeeeeennmaeiiieetettttttunneieeeetastttetnnnncncaaananns 7’575’213 5,899,453
SECUITILIES v terserereemrenesnesneenttnttuttntitettttttitettittetitetiattatinetacineincnnens 84,217,724 84,289,917
LLOAIS  *#veeseeseremnenn ettt ettt 22,203,178 21,533,574
Premises and equipment, TLEL  ctreeeet ettt ittt ittt ittt sttt ttiestens 450,128 445’974
Other asSEts  srrrrrrereeeeeseseettttuuiiiiiietetttttttuueeeieesattstttsnnansesssasasccanes 709,018 755,755
AHOWS.HCC fOI‘ doubtful ACCOUILS e e sssesesssannnneeeeeaeetteteannnnceccsasasccanes (912) (855)
TOCAl ASSELS  wrrrrrrrrrrrrersssnseersssssessssnssessssnseesssssssessssnseesssssseessssnneeses 116,611,301 114,925,328
Liabilities
POliCy FESEIVES  * @ tertestesenesneenetueteetettitt ettt ittt ittt ittt 113,108,840 111,936,937
Other hablhtles .............................................................................. 147,084 124,434
Reserve for employees’ DOnUSEs srrrrrrrrreeeete e 20,952 22’449
Reserve for employees’ retirement benefits — creerrerereeeeereiiiiiiiiiiiiiiiiiiiiae 470,857 734’259
Reserve for directors’ retirement benefits «+«-+++s=sssesssrsssersassrsiserrnessuensees 34 _
Allowance for compensation for accidents in the line of duty —--e=reseeeeeeeees — 5,478
Reserve for price FlUCLUATIONS  **+tsrsrerrrrreeesesaseteettuuunnteeeestettettannnnesananes 626,501 672,538
Total [Iabilities =ereeeerreeeesereeeenetetttttttiiiiiiitttttttttiiiaannnnnnttttetsaseacnnnns 114’374’271 113,496,097
Capital
Difference from assets and liabilities at the time of establishment of Japan Post - 42,612 42,612
Retained earnings ««««+++s-ewreesssrmeesmmmnmtetmiiitttiiit _ _
INEE ITICOIME *###++rrrrsrrnnsrsnnserunneesnnsesunserunseeseeessnsessneensnserssnersnnsesnsennns _ _
Net unrealized profit or loss on securities ==ressesresersrererarererarercarceaeeeeee 2,194,418 1,386,618
Total capital ................................................................................. 2’237’030 1’429’231
Total liabilities and capital ............................................................... 1 16,61 1’301 114,925,328
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NON-CONSOLIDATED STATEMENTS OF INCOME (POSTAL LIFE INSURANCE SERVICE)

Unit: million yen

For the first half of  For the fiscal year ended

FY 2006 September 30, 2007
Ordinary income ........................................................................... 7’1 85’531 7,336,214
Insurance premiums ..................................................................... 4’802’615 4’570,205
Investment income ........................................................................ 1’281’163 1’663,794
Other Ordinary inCOme .................................................................. 1,101’753 1’102’214
Ordinary expenSCS ........................................................................ 7’052’722 6,895,729
Insurance claims and other insurance payments ==+« ssoseseeseeseeseeeereaeeeees 6,652,809 6,580,234
Provision for reserve for INSUrance CONLracts «=r=r=rsrereresesesseeieeaaannn 50,522 11,573
Investment expenses ..................................................................... 66’839 22’366
Operating expenses ..................................................................... 259’485 256,340
Other Ordinary CXanSCS ............................................................... 23’065 25’213
Net Ordinary inCOme ........................................................................ 132’808 440,485
EXtraOl‘dinary gains ........................................................................ 2,079 10’370
Gain on disposal of premises and equipment ==rsrserrerrarrerrrerereaeaeene 207 4,320
Gain on adjustment to income and losses in the previous year — =xr=xeoseeeeeee 1,183 5,901
Other extraordinary gains ............................................................... 688 148
EXtraOI’dinary losses ........................................................................ 67’076 359’687
Loss on disposal of premises and equipment «srsresrerresreresereerereeeeee. 425 5,604
Impairment 1085 ........................................................................... 39’715 24,268
Provision for reserve for price fluctuations «r=srssrsesrserrrerrrerereee.e. 25,392 46,037
Loss on adjustment to income and losses of the previous year =«-=+s=sseseeeeee 201 1
One-time provision for reserve for expenses for adjustment resources etc. =*--+* — 269,318
Other extraordinary losses «««+++=swreesssrrrresmmmmneetiiiit s 1,340 14,456
Provision for policyholders’ dividend reserve =erseeeserererereesreeeeeneeeneeene. 67,812 91,168
Net (interim) income (Or [oss) ++++ssssssssssresssssnmmremmiiiittiiiiieeiiie e _ _
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4 Data

NON-CONSOLIDATED STATEMENTS OF CASH FLOWS (POSTAL LIFE INSURANCE SERVICE)

Unit: million yen

For the first half of  For the fiscal year ended
FY 2006 September 30, 2007
Cash flows from operating activities
Net (INTEriMm) INCOME  ##wessssssssssnsssssnnnnnnunnsniittiiatbbtttbebeb bbb _ _
Gain on adjustment to income and losses in the previous year =-=-=c-=r--e-e+ (1,183) (609)
Loss on adjustment to income and losses of the previous year =«=r+c=se=eee+ 201 1
DEPLECIAtION *+###++ s s et sssnrsssstsssste sttt ettt 16,908 15,532
Impairment loss — ««eesssrereessssrreesmnrieii 39,715 24,268
Net change in reserve for outstanding claims —=rsresresresreseesrereeeeeeeeenes 38,946 (23,607)
Net change in reserve for insurance CONracts ==re=reseesresresreseeseeseesceeceee (1,070,466) (1,059,447)
Provision for accumulated interest of policyholders’ dividends «+++=++x=+e22++ 11,575 11,573
Provision for policyholders’ dividend reserve = «roseeeseeerreereserseeneeeneeene 67,812 91,168
Net change in allowance for doubtful accounts —=r=resresrereesrereeeeeeeeenes 10 (56)
Net change in reserve for employees” bonuses =+«xrseesrereesreseeseereeaeeenee 697 1,496
Net change in reserve for employees’ retirement benefits —++sreseeerereeeeeees (3,989) 263,401
Net change in reserve for directors’ retirement benefits «++rserererereeereeeees 3 (34)
Net change in allowance for compensation for accidents in the line of duty — 5,478
Net change in reserve for price fluctuations «=«srsresresrerersrseeaereeaeeeeee 25,392 46,037
Interest, dividends and other income «««+++++ssseessrssmreesmnirirenniiiieine (773,939) (811,967)
Gain on money held in frust «+-«esseemseemsremnemn (505,916) (744,816)
Net 10SS ON SECUFILIES = +erererrermreerarerrasastarartaereerareretattarareaenreannses 66,616 (77,219)
Foreign exchange gains (losses), net «w«w++ssrereesssmmreesmmreeeninneeenn (1,267) (7,302)
Net loss on disposal of premises and equipment =«sseseesreseesreseeseereeeenes 203 1,208
Net change in other assets (excluding assets related to investing and financing activities) (203,426) (32,767)
Net change in other liabilities (excluding assets related to investing and financing activities) --- (9,006) (20,850)
Other, MEt ++rrerrrrrrrrrrrrrrrrrre ettt 264 (728)
GUDLOLAL  +#rverrerrerrnrenrenrturtrte ettt e et e e e e e e e (2,300,846) (2,319,241)
Interest, dividends and other income received «+esrssesreresreremeaeiriatiaaien. 735,182 984,760
Dividend payment to insurance policyholders =+«srsresrereesrereeaeerceaeeneeee (185,126) (190,885)
Net cash used in operating activities ==-««++ssssrressssrreeessineenniiiieenns (1,750,790) (1,525,367)
Cash flows from investing activities
Purchase of call [0ang ««++++ssssseerrrrrrrmmaeeeeerrermuiiiiiaeeeereersiiiaaaeeaanaens (3,641,600) (4,123,000)
Proceeds from redemption of call loans — =+rsrerresrerrmsrereeerereeeereeaeeenee 3,820,400 4,427,600
Purchase of monetary receivables purchased = =wrosrsresrerrerrereeneeneeaeeenne (284,973) (159,961)
Proceeds from sale and maturity of monetary receivables purchased -----* 315,000 190,000
Proceeds from sale of money held in trust — «oseeerererreerrmeerseeeeeneeneeen. 951,000 1,696,715
Payments for purchases of securities ««««+++=swweesssrrmreesmmmrenn (9,534,376) (11,450,109)
Proceeds from sale and redemption of securities ==r=rsresresrerresreseeaeeeens 9,605,037 11,196,897
INVEStMENt iN JOAMS <+ +rerererreresresasrosasrosseorsrastasareosseosaseosasassssascess (1,660,020) (1,267,148)
COlleCtion Of JOaAnS  ++++++sssrssrrsrsseerrruamerrruuieeereiiieeerriiieeereiniaeaseannnns 1,489,431 1,936,752
0T TR T IR L R LR R RLLLLPPRPPRPRPPPPPPPPPPPPPPD 30 (62)
Suthtal .................................................................................... 1’059’929 2’447’683
(Net cash used in operating activities + subtotal) «srseeeresererereeeeeeeeee. (690,861) 922,316
Purchases of premises and equipment —«««++=«+ssssseesssseesnneeniiteniiienn (2,276) (40,713)
Proceeds from sale of premises and equipment — +eeseeerreeereserseeaeeaeeen. 3,486 7,672
Other, MEt ++esrrsrrrrrrrrerrrrr ettt (6,132) (10,128)
Net cash provided by investing activities =xrsrseesresresreseeseereeseeaceaeeeeee 1,055,006 2,404,514
Cash flows from financing activities
Repayment of lease obligations «++++-sweessssmmreessnmrtiniiiii (0) (0)
Net CaSh used in financing aCtiVitiCS ................................................ (0) (0)
Effect of exchange rate changes on cash and cash equivalents =~ «-=r-eeeeeeeeeees — —
Net increase (or decrease) in cash and cash equivalents =+seereseeseereeeeeneens (695,784) 879,146
Cash and cash equivalents at the beginning of the year =rreereerererreeeeeeene 1,946,793 1,122,361
Cash and cash equivalents at the end (end of the interim) of the year --------- 1,251,009 2,001,507
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