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From Japan Post to JAPAN POST GROUP

Since its inauguration in 1871, Japan's postal business has pro-
vided services indispensable to social life, namely postal service,
postal savings and postal life insurance to customers through post
offices located all over the country.

With the watchword of “Macco Service” (straightforward cus-
tomer oriented service), Japan Post devoted all its effort to tackle
various issues, such as improvement of the services and enhance-
ment of our management base. In October 2007, Japan Post
was privatized, and embarked on a new chapter as the JAPAN
POST GROUP consisting of JAPAN POST SERVICE Co., Ltd.,
JAPAN POST NETWORK Co., Ltd., JAPAN POST BANK Co.,
Ltd. and JAPAN POST INSURANCE Co., Ltd. under the holding
company of JAPAN POST HOLDINGS Co., Ltd.

All officers and employees will join forces and make a unified
effort to accomplish the privatization, which can be regarded as
the second foundation of postal business, so that all users will be
truly pleased with the results of the privatization.
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With its privatization and partition, JAPAN POST was liquidated on October 1, 2007. Japan Post’s last fiscal
year, fiscal 2007, was the 6 months from April 1, 2007 to September 30, 2007, the day before liquidation.

The figures and the percentages in the tables of this report are shown by rounding up and down the
fractional figures to the nearest unit. Meanwhile, with regard to the numerical data in the financial
statements, etc., the fractional figures below the unit are shown by rounding down. Because of this, there may
be discrepancies between the totals of the figures or percentages shown and actual accumulation of the
figures or the percentages in this report.
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1. Status of Operations

1. Overview of Postal Service

(1) VOLUME OF MAIL HANDLED

In fiscal 2007, the total volume of mail handled was 10,618.11 million items, up 0.7% or 77.67 million items from
the first half of the previous year.

Annual per capita mail volume was 84 items, one item more than the first half of the previous year.

An overview by mail category is as follows:

LETTER POST

First-class (letters) and second-class (postcards) mail, comprising about 90% of the total volume of mail, amounted to
8,845.13 million items (first class: 5,418.68 million items, second class: 3,426.45 million items [including election-related
cards]), up 0.4% (for the total of first- and second-class mail) from the previous fiscal year.

Third-class mail decreased (down 13.9% from the first half of the previous year) to 259.13 million items, due
mainly to a drop in the number of periodicals that are issued three times or more per month.

Fourth-class mail totaled 13.70 million items (down 11.2% from the first half of the previous year), due mainly to a
decreased number of academic publications.

Specially handled mail increased to 288.22 million items (up 2.9% from the first half of the previous year) in total, due
to a rise in delivery certified mails.

As a result, the total volume of letter post handled was 9,406.18 million items, down 1.58 million items from the first
half of the previous year.

PARCEL POST

As for general parcels, Japan Post strove to expand its share in the small-item delivery market (total volume
handled of private-sector home-delivery parcels and Japan Post’s general parcels) by improving services and
enhancing sales activities. As a result, the general parcels handled totaled 133.64 million items (up 6.1% from the first
half of the previous year), due to an increase in the use of this service by department stores and mail-order
companies.

The volume of book parcels (including simplified parcels) handled amounted to 1,046.71 million items, (up 7.4% from
the first half of the previous year), thanks to a rise in the use of this service by mail-order companies and the like.
As a result, the total volume of parcel post handled was 1,180.35 million items, up 80.08 million items from the first
half of the previous year.

INTERNATIONAL MAIL

i. Outbound mail

The volume handled of letter post bound for overseas totaled 25.81 million items (down 3.9% from the first half of
the previous year), while that of international express mail (EMS) increased (up 3.2% from the previous year) to 5.01
million items.

Outbound parcels handled amounted to 0.76 million items (up 6.6 % from the first half of the previous year).

As a result, the total volume handled of international mail bound for overseas was 31.58 million items, down 0.84
million items from the previous year.

ii. Inbound mail

The volume handled of letter post from abroad totaled 85.20 million items, (down 8.7% from the first half of the
previous year), that of inbound parcels amounted to 0.85 million items, (down 1.1% from the first half of the previous
year), and that of EMS from overseas was 2.59 million items, (down 7.6% from the first half of the previous year). As
a result, the total volume handled of international mail from abroad was 88.64 million items, down 8.37 million items
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from the first half of the previous year.
M Total volume handled of mail and parcel post M Total volume of mail handled

Trends in total volume handled of mail and parcel post

Unit: million items Breakdown of the total mail volume handled
Item Item
R Total volume of mail handled i Parcel post International mail
R o,
> =@— Total volume of parcel post y - 2,400 11.1% 0.3%
27,000 42,000
- 1,600
26,000 |-
- 1,200
L Letter post
25,000 1 1,180 88.6%
- 800
24,000 10,618 | 400
) FY 2007

7
FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

(2) Postal Service Operating Revenues

In fiscal 2007, Postal Service operating revenues (postal charge revenue from customer, excluding internal use by Japan
Post) were 833.9 billion yen, up 0.9% or 7.4 billion yen from the first half of the previous year.
A breakdown by type of revenue is as follows.

STAMP REVENUES

Stamp revenues (revenues from sales of postage stamps) were 126.4 billion yen (down 4.3% from the first half of the
previous year), which comprised 121.1 billion yen in revenues from sales of ordinary stamps (down 4.4% from the first
half of the previous year), due to a decline in the use of letters, and 5.3 billion yen in revenues from sales of special
stamps (down 0.7% from the first half of the previous year).

POSTCARD REVENUES

As for revenues from sales of postcards, letter-cards, international postcards, air letters and standard-size parcels
(EXPACKS500), sales of ordinary postcards (including summer greeting postcards, picture postcards and postcards with
advertisements) amounted to 37.3 billion yen, down 2.9%.

DEFERRED-PAYMENT FEES

Deferred-payment fees (revenues from fees for deferred-payment postal items) amounted to 494.0 billion yen, (up 3.5%),
owing mainly to an increase in the use of month-discount mails.

NON-AFFIXED POSTAGE FEES

Non-affixed postage fees (revenues from fees for postage items with non-affixed postage fees) were 166.5 billion yen,
down 3.8%, due mainly to customers’ shift to deferred-payment fees.

MISCELLANEOUS POSTAL SERVICE REVENUES

Miscellaneous postal service revenues (revenues from postal business arising from postal operations other than
those above, such as charges for goods sold) were 9.7 billion yen, up 70.9%.

1 Highlights
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2. Overview of Postal Savings Service

(1) BALANCE OF POSTAL SAVINGS

The balance of postal savings continued to decrease since peaking at the end of fiscal 1999 due to the large volume of
Teigaku Savings reaching maturity in fiscal 2000-2001. The balance at the end of fiscal 2007 was 180,909.9
billion yen, down 3.2% or 6,059.3 billion yen from end of the previous year.

B Trends in the balance of postal savings

Unit: trillion yen

B Balance of postal savings by type

Housing collection savings

End of FY 2007

250 (0.0002%)
214 ) )
200 Time savings Education collection savings
200 187 181 (6.4%) (0.003%)
Ordinary savings
150 (30.1%)
100
Teigaku savings
50 (63.4%) \_ Collection savings
(0.1%)
0
End of FY 2004 End of FY 2005 End of FY 2006 End of FY 2007
Unit: billion yen
Classification End of FY 2004 End of FY 2005 End of FY 2006 End of FY 2007
Ordinary Savings 55,705.6 56,355.4 56,108.4 54,420.1
Collection Savings 334.0 282.9 227.9 204.2
Teigaku Savings 146,440.1 135,393.1 120,994.7 114,680.1
Time Savings 11,660.1 7,962.9 9,631.7 11,599.5
Housing Collection Savings 1.5 1.1 0.6 0.4
Education Collection Savings 7.6 7.0 5.9 5.5
Total 214,149.0 200,002.3 186,969.2 180,909.9

Note 1: The figures given in the financial statement are not consistent as the balance includes unpaid interest on postal savings.
Note 2: Ordinary Savings include New Ordinary Savings, while Teigaku Savings include Teigaku Savings for Wage Earners’ Property Accumulation
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(2) MAIN SERVICE TRANSACTIONS

In fiscal 2007, there were 816.44 million postal giro transactions, down 1.3% from the first half of the previous year,
and 28.74 million postal money order transactions, up 30.9%. Meanwhile, the number of affiliated service
transactions, including ATM tie-up transactions, showed that there were 33,038 thousand ATM entrustment
handling transactions (See Note 1), down 6.0% from the first half of the previous year.

ATM customer handling transactions (See Note 2) were up 4.4% or 52,596 thousand. Counter sales of
government bonds totaled to 1,174.8 billion yen (down 14.9% from the first half of the previous year).

The sales volume of investment trusts, which Japan Post began handling in fiscal 2005, amounted to 1,165
thousand units or 356.9 billion yen, up 211.6% and 48.6% respectively from the first half of the previous year. The
net asset balance was 1,008.3 billion yen, up 42.6% from the first half of the previous year.

Note 1: ATM entrustment handling transactions
The handling of deposits, payments, cashing and cashing inquiries at Postal Savings ATMs and cash dispensers nationwide using cash cards of financial
institutions, such as banks, insurance companies, securities companies or credit card companies which have operational tie-ups with Japan Post
(hereinafter referred to as “affiliated institutions”).

Note 2: ATM customer handling transactions
The handling of ordinary postal savings deposits, repayments and balance inquiries at the ATMs/Cash dispensers of affiliated financial institutions using
Postal Savings cash cards.

M Postal money orders and postal giros Unit: transactions in ten thousands, billion yen
; FY2004 FY2005 FY2006 FY2007
Classification
Number, of Number, of Number, of Number, of
Trancactions| Amount | 1 Cions| Amount | 1o ons| Amount | Frreier s Amount
Postal money orders 4,098 231.7 4,833 208.8 4,392 165.0 2,874 67.1
Postal giros 157,170 | 74,422.6 161,686 | 81,340.7 163,968 | 83,734.8 81,644 | 45,549.5
In-payments 128,395 | 32,993.2 131,943 | 35,694.5 132,446 | 37,010.2 65,956 | 21,501.1
Transfers 5,805 | 9,633.2 6,599 | 11,284.0 6,823 | 11,2693 3,156 | 5,878.1
Out-payments 22,970 | 31,796.2 23,144 | 34,362.2 24,699 | 35,455.3 12,532 | 18,170.3
M Affiliated services using ATMs and cash dispensers Unit: transactions in thousands, billion yen
‘ FY2004 FY2005 FY2006 FY2007
Classification
Number of Number of Number, of Number of
Transactions| Amount |1 Cions| Amount |1 ons| Amount | frttier s Amount

Transactions using ATMs and cash dispensers 139,995 7,778.8 161,987 9,226.8 168,820 8,802.6 85,634 4,361.5
At post offices with cash cards issued

. L 62,883 6,146.6 70,524 7,286.0 69,149 6,758.6 33,038 3,302.0
by private banking institutions

At private banking intitutions 77112 | 1,632.2 | 91,463 | 1,940.8 | 99,672 | 2,044.0 | 52,596 | 1,059.5

with Postal Savings cash cards

Mutual remittances 251 1,856.2 273 2,496.9 274 2,796.9 144 1,574.8
M Counter sales of government bonds Unit: billion yen
FY2004 FY2005 FY2006 FY2007
Classification
Underwritten Sold Underwritten Sold Underwritten Sold Underwritten Sold
Long-term government bonds 200.0 199.6 300.0 295.7 400.0 180.6 76.0 58.9
Medium-term government bonds 1,598.4 1,454.0 1,698.2 1,637.2 1,795.6 1,466.3 940.0 692.4
Bonds for individuals 825.0 815.4 900.0 894.1 900.0 890.2 620.0 423.5
Total 2.623.4 | 2,469.1 | 2.8982 | 2.827.0 | 3,095.6 | 2,537.1 | 1,636.0 | 1,174.8

Note: In “Postal Services in Japan 2007,” Japan Post failed to book some sales figures for fiscal 2005 (that is, 300 million yen in long-term government bonds
and 900 million yen in medium-term government bonds), which was corrected in this report as shown above.
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3. Overview of Postal Life Insurance Service

(1) NEwW OR IN-FORCE POLICIES

New or in-force policies for fiscal 2007 are described below.

(1) New Policies for Fiscal 2007

The number of new insurance policies fell 4.7% or 59,000 from the first half of the previous year to 1.198 million, and

4] the insured amount dropped 2.2% or 79.2 billion yen to 3,551.8 billion yen.
'g., The number of new annuity insurance policies increased 2.4% or 3,000 from the first half of the previous year to
= 138,000 and the annuity amount increased 4.5% or 2.3 billion yen to 53.6 billion yen.
o)
I M Trends in new policies of life insurance M Trends in new policies of annuity insurance
-

10,000 items [0 Policy =@= Insured amount trillion yen 10,000 items [ Policy =@= Annuity amount billion yen

500 - 50 ‘ 200

10
160.7

400 L =410 154.8

E 387 8 130.9 s
40 -
350 7
é 300 200 40 39 101.5
L 33 100
+ |- 238 15
c : o L 27
)
& 50
o 100 120
g
c 0 0 0 0
g FY 2003 FY 2004 FY 2005 FY2006 FY2007 FY 2003 FY 2004 FY 2005 FY2006 FY2007
N
B New insurance policies by type (number of policies) B New annuity policies by type (number of policies)
hd
(%]
8 Term Oix;s;rance Whole life annuity
- i \
S Oth Husband-and-
o FY 2007 o FY 2007 wife annuity
& 1% 0.1%
L
‘5 FY 2006 1.2% FY 2006 0.0%
o
g FY 2005 1.2% FY 2005 0.0%
m
FY 2004 1.4% FY 2004 0.0%
FY 2003 1.5% FY 2003 0.0%
1 1 1 1 1 1 1 1
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
©
)
Ay
o]
¢
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(2) Policies in Force at the End of Fiscal 2007

There were 55.18 million insurance policies in force at the end of fiscal 2007, down 6.6% or 3.90 million policies from
the first half of the previous year, and the insured amount totaled 152,298.9 billion yen, down 6.3% or 10,324.5 billion

yen from the first half of the previous year.

There were 6.56 million annuity insurance policies in force as of the end of fiscal 2007, down 4.3% or 300,000 from
the first half of the previous year, and the annuity amount dropped 3.7% or 91.3 billion yen from the first half of the

previous year to 2,404.5 billion yen.

M Trends in policies in force

10,000 items [ Policy =@= Insured amount trillion yen

185 178 - 200
8,000 | 168

157 152
6,000 6,5
6,0
5,6 5,5

4,000 | 7| 1w
2,000 |

FY 2003 FY 2004 FY 2005 FY2006 FY2007

M Insurance policies in force by type (number of policies)

Term insurance
0.1%

Others

FY 2007 329

FY 2006 3.1%
FY 2005 3.0%
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FY 2003 2.9%

I I I I
0% 20% 40% 60% 80% 100%

M Trends in annuity policies in force
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¢
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2. Status of Achievement of Mid-term Management Goals

Japan Post established goals for the Second Mid-term Management Plan (April 1, 2007 through September 30, 2007),
including “ensuring management soundness,” “maintenance and enhancement of service level,” “enhancement of internal
control structure,” such as thoroughgoing implementation of compliance, and “smooth shift to new company.” These
goals were approved by the Minister of Internal Affairs and Communications in March 2007.

To achieve the above goals, Japan Post steadily carried out the Second Mid-term Management Plan, which was approved
by the minister simultaneously with these goals.

(]
d
'g., Status of achievement of management goals is as follows:
< Targets Mo Actual Results et
D Accumulated funds -105.0 billion yen or more | -125.0 billion yen ™o«
I Postal Service Business expense rate No«?) 109.5% or less 106.8%
On-time delivery rate 97.0 % or higher 98.0%
Postal Savines Servi Accumulated funds 290.0 billion yen or more | 763.7 billion yen
ostal S>avings Service .
& Business expense rate No«?) 0.62 % or less 0.58%
Total added contingenc - o
ontngency 140.0 billion yen or more | 167.3 billion yen
. reserve and price fluctuation reserve
IS)OSt?l Life Insurance Business expense rate No«?) 7.0 % or less 5.61%
ervice
Lapse and Insurance 1.80 % or less 1.64%
surrender rates Annuity insurance | 1.15 % or less 0.82%
Note 1: Financial numerical targets for accumulated funds and business expense rate exclude the influence of allowance for recognition of obligations under the Public
Official Mutual Assistance Association Law and capital gains (insurance), and actual values are also based on this.
Note 2: During the period of the Second Mid-term Management Plan, Japan Post booked the allowance for the government employees” accident compensation, which
it did not assume at the time of establishing goals for the plan. Without this factor, accumulated funds of postal service were minus 102.3 billion yen.
Note 3: Business expense rate of Postal Service = (Operating cost + Sales, general and administrative expenses) / Operating income X 100
Business expense rate of Postal Savings Service = General and administrative expenses / Balance of Postal Savings (average end-of-month balance) X 100/
183 days X 365 days
Business expense rate of Postal Life Insurance Service = Operating expenses / Insurance premium income X 100
Annual Report 2007.9 FiscaL 2007 wAS THE 6 MONTHS FROM APRIL 1, 2007 TO SEPTEMBER 30, 2007.



3. Financial Condition

1. Japan Post

(1) ProFIT AND LOSS

M Ordinary income by service

Postal Savings
Service

1,771.5

billion yen

Postal Service :
Service

7,336.2

billion yen

859.1

billion yen

(Note)

¢

Change from the first half of the o
by 000 ‘) 9,921.6 billion yen

8,713.8 billion yen

Change from the first half of the o
oreious year:p203.0% | ') 1,207.8 billion yen

442.0 billion yen

Note: Discrepancies between the total of figures for each service and the
figures for Japan Post overall are due to the offsetting and elimination
of transactions between the Postal, Postal Savings, and Postal Life
Insurance Services as internal transactions within the corporation.

M Trends in ordinary income

Postal Life Insurance

M Trends in net ordinary income

...................... 1,500 f-

..................... 1,000 |-+

M Ordinary Income, Ordinary Expenses and Net Ordinary Income
During this period, Japan Post saw the total volume of letter post
and the number of new insurance policies decreased. Amid
such a harsh business environment, the corporation strove to
ensure earnings in the Postal, Postal Savings and Postal Life
Insurance Services as well as to reduce costs. As a result, the
corporation’s ordinary income and net ordinary income
exceeded the first half of the previous year.

Specifically, ordinary income was 835.2 billion yen in the
Postal Service, 1,768.1 billion yen in the Postal Savings Service
and 7,318.2 billion yen in the Postal Life Insurance Service.
Overall, ordinary income posted 9,921.6 billion yen, up 403.8
billion yen from the first half of the previous year’s 9,517.8
billion yen.

On the other hand, ordinary expenses for Japan Post were
down 405.3 billion yen from 9,119.1 billion yen in the first
half of the previous year to 8,713.8 billion yen because of
decreased insurance payments, etc. As a result, net ordinary
income was up 809.1 billion yen from 398.6 billion in the first
half of the previous year to 1,207.8 billion yen.

B Extraordinary gains/losses

In fiscal 2007, Japan Post booked extraordinary gains of 20.5
billion yen and extraordinary losses of 1,579.2 billion yen.
The losses are attributable to a one-time charge of 1,419.5
billion yen for recognition of obligations under the Public
Official Mutual Assistance Association Law, 46.0 billion yen in
provision of reserve for price fluctuations in the Postal Life
Insurance Service, and 38.5 billion yen in impairment losses.

B Net loss

Japan Post recorded a net loss of 442.0 billion yen in fiscal 2007,
down 679.7 billion yen from a net income of 237.7 billion yen for
the first half of the previous year, as a result of incorporating
extraordinary gains and losses into net ordinary income, and
transferring an additional 91.1 billion yen to the
policyholders’ dividend reserve in the Postal Life Insurance
Service.

The net loss is attributable mainly to one-time booking of
1,419.5 billion yen-worth charge for recognition of
obligations under the Public Official Mutual Assistance
Association Law as extraordinary losses.

M Trends in net income

Unit: billion yen 2,500 Unit: billion yen

<<<<<<< ) 2’000 N

....... 500

30,000 Unit: billion yen 3,000
2,666.9
25,000 |- Syaeis 2,500 (-
20000 196040 ) 2000
15,000 ............... A eereiiiiiiina. 1’500 .....
9,921.6
10,000 frreee e (S 1,000 -0 ceeeeeeees
5,000 freeeel el B §00 frrer e
0 0
FY 2005 FY 2006 // FY 2007 FY 2005
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(2) ASSETS AND LIABILITIES

M Total assets by service M Assets

The total assets of Japan Post were 338,456.8

billion yen as of the end of fiscal 2007, a

Postal Savings Postal Life decrease of 11,361.6 billion yen from the
Service Insurance Service first half of the previous year’s 349,818.4

billion yen.

The assets” decrease is mainly due to the fall in

deposits to the fiscal loan fund because of the

Postal Service

2,076.4 billion yen, 222,515.7 billion yen ,114,92.5.3 billion yen,

5 maturity.
] o (Note)
-51 \'/ [l Liabilities
= The total liabilities of Japan Post amounted to
L o s illi
o Tasilites (3130,775 3 bfllhgr; i’gn;t tt)hﬁ, end of ﬁsc?rl 2007i1a
= ecrease of 8,910.5 billion yen from the
E - previous year’s 339,685.9 billion yen.
Total assets Total liabilities The main factors of the decrease were a drop of
338,456.8 billion yen 330,775.3 billion yen 5,758.4 billion yen in the balance of postal
savings and a repayment of 3,390.0 billion yen to
———— Major items ——— Major items the fiscal loan fund, which was borrowed for
investment management.
4 Cash and deposits 7,640.4 billion yen Postal savings 180,064.1 billion yen
é Money held in trust ~ 6,502.5 billion yen Policy reserves  111,936.9 billion yen M Capital
Total capital 1.4 billi f
q|_|_-] Securities 254,800.0 billion yen Borrowings 24,810.0 billion yen eri)ctia chap flit::;togg;; 7’288 a Eesu(l)tn )(I)efn Ef):))k:lr:;
- . . 4 g ’
c Deposits money  38,858.5 billion yen E{eiff;;eelﬁ(irbee?ep}li?! s 3,818.4 billion yen 1,268.8 billion yen in capital; 5,010.8 billion
g (et o e el oz {immdl) yen in retained earnings, including a current net
() Loans 25,405.8 billion yen loss of 442.0 billion yen; and 1,401.7 billion
S apita . . : "
g Premisesand equipment et 2,948.4 billion yen yen in net unrealized profit or loss on securities.
g Other assets 1,504.5 billion yen Total capital
N Capital ratio 2.3% RRERIE ') 7,68 1.4 billion yen
Capital 1,268.8 billion yen
- Retained earnings 5,010.8 billion yen
z Net unrealized profit T
8 or loss on securil)ties 1’401'7 billion yen
% Note: Discrepancies between the total of figures for each service and the figures for Japan Post overall
Q. are due to the offsetting and elimination of transactions between the Postal, Postal Savings, and
g Postal Life Insurance Services as internal transactions within the corporation.
)
3 M Trends in total assets B Trends in capital and capital ratio M Trends in the balance of cash and
2 cash equivalents at the fiscal year-end
< Unit: billion yen 2.9% (%)
600,000 Unit: billion yen 12,000 : 3.0 12,000 Unit: billion yen
m
500,000 ........................................... 10,000 . 25 10’000 eee .8. 9.62. 3 ................................
400,000 |- 369.481.3 ° Saogiga 8,000 | 2.0 8,000 ++rrr  rerreeeeeeeea 7,640.4 .-
0T 338,456.8 6,802.3
300,000 | e 6,000+ e e 15 6,000 |+ oo e e
200,000 |+ oo 4000 ] e el 1.0 8,000 |+ e
S
8 100,000 |+ e e 2,000+ e e 0.5 2,000 e e
< 0 0 0 0
FY 2005 FY2006  FY 2007 FY 2005 FY 2006 FY 2007 FY 2005 FY2006  FY 2007
(3) CasH FrLows
M Statements of cash flows Unit: billion yen
First half of FY 2006 FY 2007 Change
B Cash flows from operating activities ... (10,829.5) ] (10,746 SIS 7
S Cash flows from investing activities ... 81202 .. KO L7962 3,676.7
B Cash flows from financial actividies BT 2 9 |
Cash and cash equivalents at the end (end of the interim) of the year 6,249.5 7,640.4 1,390.8
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2. Postal Service

(1) ProFIT AND LOSS

With regard to the Postal Service, the total volume of mail handled had a tendency to decrease due to the recent intense
competition. Amid this situation, Japan Post implemented proactive sales activities in the parcel post sector, which
resulted in increasing the use of the sector’s service by department stores and mail-order companies. Ordinary
parcels handled reached 133.64 million items. As a result, ordinary income increased 4.0 billion yen from the first half

of the previous fiscal year to 859.1 billion yen. As for profit, Japan Post also made considerable efforts to reduce
personnel expenses and outsourcing costs for collection, delivery, and transport. Consequently, net operating loss was
reduced by 34.0 billion yen to 32.3 billion yen, and net ordinary loss was reduced by 33.6 billion yen to 32.2 billion
yen. Meanwhile, net loss was 814.6 billion yen, which worsened by 743.2 billion yen from the first half of fiscal 2006,
influenced by extraordinary gains of 1.8 billion yen, including gains on return of reserve for reimbursement for Fumi
Cards, and extraordinary losses of 784.2 billion yen, including a one-time charge for recognition of obligations under
the Public Official Mutual Assistance Association Law.

Trustee Service
operating income:

Postal Service

al Se Other operating
operating income:

mcome:

| | |
v

Operating income
854.4 billion yen (up 0.4% from the first half of the previous year)

Operating costs 833.1 billion yen
Sales, general and administrative expenses ~ 53.6 billion yen

Net operating loss 32.3 billion yen
| Non-operating income 4.6 billion yen |
| Non-operating expenses 4.5 billion yen |
Net ordinary loss 32.2 billion yen
| Extraordinary gains 1.8 billion yen |
| Extraordinary losses 784.2 billion yen |
Net loss 814.6 billion yen

The figures in parentheses represent percentage changes from the first
half of the previous year.

(2]
)
<
2
IS
o)
I
—
M Trends in ordinary income
(]
£
Unit: billion yen
2,000 é
1600 1,918.3 1,921.6 1T}
=)
1,200 —) 5
859.1
800 QEJ
o
400 v}
c
0 A%}
FY 2005 FY 2006 FY 2007 E
v
N
M Trends in net ordinary income
=
5 (( Unit: billion yen o
gg 28.8 ([ g
2 =1 j@ &
10 A%
2 )( =
dd
Z \ :
( o
Co ) (322 o
(40) (32.2) <
(50)
FY 2005 FY 2006 FY 2007 m
S
M Trend in business expense ratio
FY 2005 FY 2006 FY 2007
s
99.2% 98.5% 103.8% ©
o
¢

Business expense rate of Postal Service = (Operating cost + Sales, general and
administrative expenses) / Operating income X 100
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(2) ASSETS AND LIABILITIES

Total assets for the Postal Service were 2,076.4 billion yen at the end of fiscal 2007, a decrease of 168.8 billion yen from
the first half of the previous fiscal year, due to a decrease in current assets (mainly in cash and deposits) and etc. Total
capital stood at minus 1,333.6 billion yen, down 814.6 billion from the first half of the previous fiscal year.

Bl Trends in total assets

Assets Liabilities Unit: billion yen
2,400 2,453

2,169.4
2,076.4
E Total assets Total liabilities 2000 e f e
2 2,076.4 billion yen 3,410.1 billion yen 1,600 -] oo
L
% ————— Major items ——— Major items 1,200 oo e
-— Current assets 229.2 billion yen Current liabilities 1,3035.2 billion yen 800 |- vr eeeenen
Fixed assets 1,847.2 billion yen Long-term liabilities 2,104.9 billion yen w00l
Tangible fixed assets 1,817.2 billion yen
Intangible assets 28.2 billion yen 0 FY 2005 FY 2006 FY 2007
v Tnvestment and other assets 1.7 billion yen
1
S Capital M Trends in total liabilities
:E Unit: billion yen
- 3,500 3,410.1
c Total capital
9 1 3,000
g (1,333.6 billion yen)
o 2,500+
g Difference of assets and
o liabilities at the time of ~ (578.2 billion yen) 2,000 -+
S establishment of Japan Post
~N Retained earnings (755.4 billion yen) 1,500 (-
1,000+
0
s FY 2005  FY 2006  FY 2007
o)
o
c
5 (3) CasH FLows
Y]
-
- Bl Statements of cash flows Unit: billion yen
>
_8 First half of FY 2006 FY 2007 Change
<
m Cash flows from operating activities (207.6) (302.6) (95.1)
Cash flows from investing activities (12.0) (100.5) (88.5)
Cash flows from financial activities 87.6 188.2 (100.5)
Cash and cash equivalents at the end (end of the interim) of the year 71.8 101.8 (30.0)
\"]
hd
\Y)
o
¢

16  Annual Report 2007.9 FiscaL 2007 wAS THE 6 MONTHS FROM APRIL 1, 2007 TO SEPTEMBER 30, 2007.



3. Postal Savings Service

(1) ProFIT AND LOSS

Ordinary income for the Post Savings Service was 1,771.5 billion yen, up 265.6 billion yen from the first half of the
previous fiscal year’s 1,505.8 billion yen. Ordinary expenses were 954.4 billion yen, down 219.6 billion yen from the
first half of the previous fiscal year’s 1,174.0 billion yen. As a result, net ordinary income was 817.0 billion yen, up
485.2 billion yen from the first half of the previous fiscal year’s 331.8 billion yen.

To diversify risks in the medium and long term, Japan Post held stocks through money held in trust. In fiscal 2007, it
posted income from money held in trust of 29.1 billion yen, up 153.7 billion yen against losses of 124.5 billion yen in
the first half of the previous fiscal year.

Extraordinary gains were 8.3 billion yen, while extraordinary losses were 452.7 billion yen, including a one-time charge
of 411.2 billion yen for recognition of obligations under the Public Official Mutual Assistance Association Law.

As a result of incorporating extraordinary gains and losses into net ordinary income, net income in fiscal 2007 was 372.6
billion yen, up 63.4 billion yen from the first half of the previous fiscal year’s 309.2 billion yen. Net income
excluding income and losses from money held in trust decreased 90.2 billion to 343.4 billion yen, compared with 433.7
billion yen in the preceding year.

Japan Post secured cash flows of 890.9 billion yen through appropriate asset and liability management (ALM).

” Income from

M Trends in ordinary income

« Unit: billion yen
6,000 gg
5,000 7,531.5 33
4,000
3,058.9 »
| | | 3,000 8
i 200 < 1,771.5
1,000 g
Ordina.r}.f income : . ’ FY 2005 FY2006 Y2007
1,771.5 billion yen (up 17.6% from the first half of the previous year) \ )
Ordinary expenses . .
954.4 billion yen (down 18.7%) B Trends in net income
4 N\
Interest expenses 420.0 billion yen « Unit: billion yen
Expenses for service transactions 9.5 billion yen ek SS
Other operating expenses 4.0 billion yen 2,000 1,930.4
General and administrative expenses 517.5 billion yen 1500 22
Other ordinary expenses 3.3 billion yen ' %
1,000 940.6 }}
Net ordinary income - 372.6
817.0 billion yen (up 146.3%) ) (
i
. - — FY 2005 FY 2006 FY 2007
| Extraordinary gains 8.3 billion yen | J
| Extraordinary losses 452.7 billion yen |
B Trend in business expense ratio
p
Net income 372.6 billion yen (up 20.5%)
| FY 2005 FY 2006 FY 2007
The figures in parentheses represent percentage changes from the first half
of the previous year.
0.47% 0.51% 0.58%

Note 1: Business expense rate of Postal Savings Service = General and
administrative expenses / Balance of Postal Savings (average end-of-
month balance) X 100 (FY2005, FY 2006)

Business expense rate of Postal Savings Service = General and
administrative expenses / Balance of Postal Savings (average end-of-
month balance) X 100 X 365 days / 183 days (FY 2007)

Note 2: General and administrative expenses for fiscal 2007 exclude the
influence of a decrease in expenses of 14.7 billion yen associated with
recognition of obligations under the Public Official Mutual
Assistance Association Law.
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(2) ASSETS AND LIABILITIES

At the end of fiscal 2007, total assets were 222,515.7 billion yen, down 9,112.4 billion yen from the end of the previous
fiscal year, in which amounted to 231,628.2 billion yen. Total liabilities stood at 214,929.9 billion yen, down 8,283.8
billion yen from the end of the previous fiscal year’s 223,213.7 billion yen.
Balance of postal savings (including interest on postal savings) was on the decrease, posting 180,909.9 billion yen at
the end of fiscal 2007, down 6,059.2 billion yen from the end of the previous fiscal year’s 186,969.1 billion yen.

Unit: billion yen

End of FY 2003 | End of FY 2004 | End of FY 2005 | End of FY 2006 | End of FY 2007
The balance of postal savings 227,382.0 214,149.0 200,002.3 186,969.2 180,909.9
Amount of increase or decrease (5,864.5) (13,233.0) (14,146.7) (13,033.1) (6,059.2)

1 Highlights

Capital was 7,585.8 billion yen at the end of fiscal 2007, down 828.5 billion yen from the end of the previous fiscal
year’s 8,414.4 billion yen, due to the following factors: Of the reserves of 6,356.2 billion yen at the beginning of the
fiscal year under review, Japan Post paid 962.5 billion yen as funds earmarked for the national coffer; Japan Post

booked: 1,804.4 billion yen in difference of assets and liabilities at its establishment; retained earnings of 5,766.3 billion
yen including a net income of 372.6 billion yen; and net unrealized profit or loss on securities of 15.1 billion yen.

B Trends in total assets

Unit: billion yen

300,000
Total assets Total liabilities 250,000 |- 2577407 Sy
a1 1 ©57 2235157
222,515.7 billion yen 214,929.9 billion yen
, ’ 200’000 ...............
—— Major items —— Major items 150,000 |-l el
Cash and deposits 5,703.4 billion yen Postal money orders 13.0 billion yen 100000 |- ]
Call loans 800.0 billion yen Postal giros 6,442.0 billion yen
Receivables under resale agreements = Postal savings 180,064.1 billion yen S0:000 e
Money held in trust 603.1 billion yen Borrowings 24,810.0 billion yen 0
FY 2005  FY2006  FY 2007
Securities 170,509.2 billion yen Other liabilities 2,555.8 billion yen
Deposits to the fiscal loan fund 38,8 58.5 billion yen Reserve for employees’ bonuses 37.5 billion yen
- Reserve for employees’ -
Loans 4,561.6 billion yen retirement benefite 1,003.2 billion yen B Trends in total capital
Other assets 794.2 billion yen N
Unit: billion yen
Premises and equipment, net ~ 686.7 billion yen Capit al 9,000 8,414.4
Allowance for doubtful accounts (1.2 billion yen) 7,500 69786 7,585.8
Total capital 6000 .......]
7,585.8 billion yen
4,500 |l e
Difference from assets and liabilties at e
the time of establishment of Japan Post 1,804.4 billon yen 3,000 |-ee e
Retained earnings  3,766.3 billion yen 1500 |l
Net unrealized profit 15.1 bill "
or loss on securities ++ builion yen N
FY 2005  FY2006  FY 2007
(3) CasH FLows
M Statements of cash flows Unit: billion yen
First half of FY 2006 FY 2007 Change
Cash flows from operating activities (8,989.2) (9,175.5) (186.2)
Cash flows from investing activities 7,086.8 9,501.2 2,414.4
Cash flows from financial activities (0) (0) 0
Cash and cash equivalents at the end (end of the interim) of the year 4,931.5 5,703.4 771.9
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4. Postal Life Insurance Service

(1) ProFIT AND LOSS

With regard to the Postal Life Insurance Service, the number of new policies for annuity increased, while the
number of new policies for insurance and the number of policies in force for both insurance and annuity
decreased. Against the backdrop, ordinary income for the service was 7,336.2 billion yen in fiscal 2007, an
increase of 150.6 billion yen from the first half of the previous fiscal year. The reason behind this increase is
because investment income rose 382.6 billion yen to 1,663.7 billion yen influenced by booking of capital gains and losses,
although insurance premium income dropped 232.4 billion yen to 4,570.2 billion yen due mainly to a decline in the
number of policies in force. Ordinary expenses were 6,895.7 billion yen, down 156.9 billion yen, as insurance
claims and other insurance payments decreased 72.5 billion yen to 6,580.2 billion yen due to a fall in insurance that
matured. As a result, net ordinary income was 440.4 billion yen, up 307.6 billion yen from the first half of the previous
fiscal year. Extraordinary gains were 10.3 billion yen, while extraordinary losses stood at 359.6 billion yen,
including a one-time charge of 269.3 billion yen for recognition of obligations under the Public Official Mutual
Assistance Association Law and 46.0 billion yen in provision of reserve for price fluctuations. Japan Post
transferred for the full amount of 91.1 billion yen obtained by incorporating extraordinary gains and losses into net
ordinary income to the policyholders’ dividend reserve.

M Trends in ordinary income

D Unit: billion yen
Insurance premium Wy, ociment income: Y Other ordinary income: 20,000
income: 16.672.1 aed
16,000 e
12,000
7,336.2
| | | 8,000
i 4,000 +
0
Ordinary income L FY 2005 FY 2006 FY 2007 )
7,336.2 billion yen (up 2.1% from the first half of the previous year)
M Trends in net ordinary income
Ordinary expenses
oifle o Unit: billion yen
6,895.7 billion yen (down 2.2%) 1,000 \
Insurance claims and other insurance payments 800
6,580.2 billion yen 600
Provision for reserve for insurance contracts 11.5 billion yen 400 e O
Investment expenses 22.3 billion yen =° 2%l
Operating expenses 256.3 billion yen 200
Other ordinary expenses 25.2 billion yen 0
FY 2005 FY 2006 FY 2007
A\ v
Net ordinary income
- o
440.4 billion yen (up 231.6%) M Trend in business expense ratio
| Extraordinary gains 10.3 billion yen | | FY 2005 FY 2006 FY 2007
| Extraordinary losses 359.6 billion yen |
— : — 4.86% 6.10% 5.61%
Provision for policyholders’ dividend reserve

91.1 billion yen (up 34.4%)
Business expense rate of Postal Life Insurance Service = Operating expenses /
The figures in parentheses represent percentage changes from the first half Insurance premium income X 100

of the previous year.
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(2) ASSETS AND LIABILITIES

As of the end of fiscal 2007, total assets were 114,925.3 billion yen, down 1,685.9 billion yen from the end of the
previous fiscal year. Capital stood at 1,429.2 billion yen, including 42.6 billion yen in difference from assets and
liabilities at Japan Post’s establishment and 1,386.6 billion yen in net unrealized profit or loss on securities.

Bl Trends in total assets

Assets Liabilities Unit: billion yen
180,000

E Total assets Total liabilities 150,000 f = cereeessre e
% 114,925.3 billion yen 113,496.0 billion yen o000 | 12063 1166113 1149253
o
E ———— Major items ——— Major items 90,000 =+ | e e
= Cash and deposits 2,001.5 billion yen Policy reserves 111,936.9 billion yen 60,0001+ ereeel e
Money held in trust  5,899.4 billion yen Other liabilities 124.4 billion yen
Securities 84,289.9 billion yen Reserve for employees' bonuses 22,4 billion yen R B
Loans 21,533.5 billion yen Reserve for employees etrement benefits 734.2 billion yen 0 Y2005 FY 2006 FY 2007
Premises and equipment, net ~ 445.9 billion yen ?cll(l)gglrlscfnf(t)lrl ecﬁrr?epg?ﬁ;m for 5.4 billion yen
Other assets 755.7 billion yen Reserve for price fluctuations 672.5 billion yen B Trends in total capital
Allowance for doubtful accounts (0.8 billion yen) Unit: billion yen
} 300015 gos.s
oo [
2,237.0
Total capital 2,000 -k
1,429.2 billion yen 1,500 ] <] heeeens
Do b 426 billon yen n i
Retained earnings - 5007~
Net unrealized profic 1 386 6 pillion yen )
FY 2005  FY2006  FY2007
(3) CasH FLows
M Statements of cash flows Units billon yen
First half of FY 2006 FY 2007 Change
.......... Cash flows from operating activities B0 B82S B
.......... Cash flows from investing aceivities D00 B B8
.......... Cash flows from financial aceivities o]0
U Effect of exchange rate changes on cash and cash equivalents T SRS
.......... Net increase (or decrease) in cash and cash equivalents (6957) 8L LTS
.......... Cash and cash equivalents at the beginning of the year 2467 bz B
Cash and cash equivalents at the end (end of the interim) of the year 1,251.0 2,001.5 750.4
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4. Funds Management

1. Postal Savings Service

M Investment of Postal Savings Funds

As of September 30, 2007

Classification Balance of assets (billion yen) | Percentage (%)

Securities 160,330.4 96.0
Japanese government bonds 145,032.0 86.8
Japanese local government bonds 8,007.6 4.8
Japanese corporate bonds 7,023.1 4.2

| Public corporation bonds, etc. 4,409.6 2.6
Foreign bonds 267.5 0.2
Money held in trusts 603.1 0.4
Loans 4,561.6 2.7
Loans to local governments 3,688.8 2.2
Loans to depositors, etc. 303.7 0.2
Loans to Postal Service 569.0 0.3
Deposits, etc. 1563.5 0.9
Total 167,058.7 100.0

Note 1: The balance of assets in financial instruments is calculated in accordance with

accounting standards.

Note 2: Foreign bonds are bonds issued by overseas issuers and include yen-dominated

bonds.

Note 3: In addition to the amounts above, there is also 14,000 billion yen in entrusted
money (excludes entrusted money corresponding to the former Special Fund to
Cope with Financial Deregulation), making a total of 181,058.7 billion yen.

FiscaL 2007 wAS THE 6 MONTHS FROM APRIL 1, 2007 TO SEPTEMBER 30, 2007.

Investment of Postal Savings Funds, September 30, 2007

167,058.7 billion yen

Money held in trusts

Foreign bonds
(0.2%)

Japanese

(4.2%)

government bonds

S

corporate bonds

Loans
(2.7%)

Deposits, etc.
v (0.9%)

(0.4%)

Japanese local

(4.8%)

Securities
(96.0%)

Japanese government bonds
(86.8%)
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2. Postal Life Insurance Service

M Investment of Kampo Funds
As of September 30, 2007 Investment of Kampo Funds, As of September 30, 2007
113,368.1 billion yen
Classification Balance of assets (billion yen) | Percentage (%)
Securities 84.289.8 74 .4 Loans to policyholders Loans to Postal Service
2 . : (1.5%) 0 1%)
Japanese government bonds 67,219.3 59.3 Loans to pubhc Dep()slts ete.
Japanese local government bonds 3,628.2 3.2 Corpor‘ttlonls 0607 (1.5%)
u Japanese corporate bonds, etc. 12,048.0 10.6 )
g Public corporation bonds, etc. 9,694.5 8.6 Loans to local
= Foreign bonds 1,394.1 1.2 8o 164%)
L - g
o) Money held in trusts 5,899.4 5.2 L
- oans
T Loans 21,533.5 19.0 Money hdI NS (19.0%)
- Loans to local governments 18,553.0 16.4 Forcign | (5:2%) Japanese
Loans to publi i 1L,111.5 1.0 bonds -8 Securities 0 GHICCS
public corporation, etc. ,111. . (1.2%) (74.4%) Bonds (59.3%)
Loans to policyholders 1,7485 1.5 Japanese corporate
Loans to Postal Service 120.3 0.1 b‘z‘l‘gfgf/j
Deposits, etc. 1,645.3 1.5
Total 113,368.1 100.0
; - Japanese local
Note 1: There may be discrepancies between the balance of assets and funds because of government bonds
the application of market prices to the relevant financial instruments in (3.2%)
accordance with accounting standards.
Note 2: Foreign bonds are bonds issued overseas and include yen-dominated bonds.

Note 3: Figures in the balance of assets are rounded down, and consequently the sum of
these figures does not match the figure in Total.
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5. Overview of Privatization

On October 1, 2007, Japan Post was privatized in accordance with Japan Post privatization and related laws,
handing over its operations and others to holding company JAPAN POST HOLDINGS Co., Ltd. and four
companies.

Placing emphasis on security and confidence that Japan Post, as a public organization, has fostered, each JAPAN POST
GROUP unit will offer products and services which satisfy customers by using the freedom of management as a private
company and exerting its originality and ingenuity, strengthen its earnings power, and secure independent, sound
management.

The outline of the succeeding companies based on (Implementation Plan Concerning the Business Succession of Japan
Post,) which was approved by the government on September 10, 2007, is as follows.

OVERVIEW OF THE SUCCEEDING COMPANIES

1 Highlights

JAPAN POST HOLDINGS Co., Ltd.

Group management philosophy

Giving stress on security and confidence that Japan Post, as a public organization, has fostered, the Group, as a private corporation, will demonstrate

creativity and efficiency to the greatest extend possible, meet customers’ expectations, raise customer satisfaction, and grow together with customers.

The Group will also pursue managerial transparency on its own, observe rules, and contribute to the development of society and region.

Group governance

1. Two financial companies are required to go public in four years after the privatization at latest or three years, if possible, and dispose of stocks in five
years after the privatization. Prior to listing, control will be made taking into account the balance of management structures required for financial
holding companies and independence from the holding company. JAPAN POST HOLDINGS Co., Ltd. also needs to prepare so that it will be able to
go public at the same time as the two financial companies do so, while pursuing management according to market rules. Ahead of its listing, JAPAN
POST HOLDINGS will direct and supervise the two non-financial companies in formulating and implementing their business plan, manage the
progress and control, if necessary, by providing proper support.

2. JAPAN POST HOLDINGS will be a company with committees, and establish the nomination, compensation and audit committees. Under the

management meeting, it will also set up special committees, such as the compliance committee and the CSR committee.

. JAPAN POST HOLDINGS will formulate basic policies of the Group and require each company to follow them. In case there are matters affecting
the entire Group, JAPAN POST HOLDINGS will administer the Group’s operations by giving approval to and requesting reports on individual such
matters. Such administration will be revised as needed responding to, for example, listing of the two financial companies. Each Group unit will draw
up a medium-term business plan, and carry out the Group’s management strategies along the time axis, formulate an annual business plan, and
manage earnings based on managerial accounting on a monthly basis.

4. JAPAN POST HOLDINGS will establish fundamental policies of internal control, including internal audits, risk management, compliance and
information security, require each company to improve the structure for internal control and report on the status of internal control, and direct it in
improving its measures, when necessary.

Long-term strategy vision

JAPAN POST HOLDINGS will assume the following three steps over the long term, provide necessary investments and supports as a holding company,

and require each company to make reforms to become independent, aiming to maximize the Group’s value.

- First step: Each company will strengthen its capabilities as a private corporation and establish a solid corporate foundation. Two financial companies
aim to go public at latest in the fourth year after the privatization or third year, if possible. JAPAN POST HOLDINGS will also prepare so that it will
be able to go public at the same time as the two financial companies do so.

- Second step: JAPAN POST HOLDINGS will accelerate strategic investments so that each company will be able to realize a self-sustaining growth. The
two financial companies will achieve complete privatization, as well as each company will realize continuous growth by diversifying and strengthening
earnings sources.

- Third step: JAPAN POST HOLDINGS will make efforts toward a new growth after the period of privatization process ends.

Organization

Corporate center functions: Inspection & audit, corporate planning, compliance, finance/accounting, personnel/general affairs, and CRE (corporate real

estate) departments

Functions to handle operations common to the entire Group: System department, personnel/accounting integration center, health management center,

facility management department, and facility center

Business operating functions: Hospitals (14) and accommodations (82)

Employees

JAPAN POST HOLDINGS will take over about 3,500 employees of Japan Post, as well as reappointed staff.

*The entire JAPAN POST GROUP is expected to take over a total of about 240,100 full-time employees from Japan Post.

Financial conditions

(Non-consolidated)

Assets: 9,458.0 billion yen (including the head office, hospitals, accommodations and four subsidiaries’ shares)

Liabilities: 1,519.0 billion yen (including reserve for employees’ retirement benefits)

Net assets: 7,939.0 billion yen

(Consolidated)

Total assets: 338,830.0 billion yen

Net assets: 7,939.0 billion yen

Outlook for profit/loss

(Non-consolidated)

Net income: 143.0 billion yen (FY2008)

287.0 billion yen (FY2011)

(Consolidated)

Net income: 508.0 billion yen (FY2008)

587.0 billion yen (FY2011)

w

Note 1: The figures in Financial Conditions and Outlook for profit/loss are those estimated as of April 27, 2007, when the implementation plan was submitted to the government
for approval, and actual results may differ from the above forecasts impacted by Japan Post’s earnings results in the future and evaluation of succeeded assets as well as
changes in financial and economic conditions, such as interest rates and stock prices.

Note 2: The figures in Outlook for profit/loss do not include any impact of new products and services that need to be submitted, but include the impact of new businesses, etc. that
JAPAN POST NETWORK Co., Ltd. will conduct by filing reports.

Note 3: The figures in Financial conditions on a consolidated basis represent those obtained by partially offsetting lending and borrowing among the five succeeding companies
from total assets and liabilities of these companies. The figures in Outlook for profit/loss on a consolidated basis represent those obtained by partially offsetting internal
transactions and dividends that occur among the five succeeding companies from total assets and liabilities of these companies.
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1 Highlights

JAPAN POST HOLDINGS Co., Ltd.

JAPAN POST
SERVICE
Co., Ltd.

JAPAN POST
NETWORK
Co., Ltd.

INSURANCE
Co., Ltd.

JAPAN POST SERVICE Co., Ltd.

Management philosophy

While maintaining universal services for postal businesses, JAPAN POST

SERVICE will create a “network that sincerely connects people,

corporations and society,” by providing communications in which the

public feels secure, and certain and speedy logistics functions.
Corporate governance

1. JAPAN POST SERVICE will be a company with board of corporate
auditors. Under the management meeting, it will set up special
committees, such as the risk management committee and the
compliance committee.

2.JAPAN POST SERVICE will establish the inspection & audit
department that is independent from departments to be audited, and 13
regional inspection & audit offices.

3. JAPAN POST SERVICE will establish compliance supervisory offices at
the head office and regional offices, where compliance officers will be
assigned. JAPAN POST SERVICE will also post personnel in charge of
compliance at each department of the head office and regional offices
and at branch offices.

Business strategy

1. Provision of services meeting customers’ needs
Such services include the issuance of attractive stamps and postcards,
comprehensive DM service from planning to mailing, faster and better
quality EMS, real-time provision of information on delivery of Yu-Pack
parcels, and Web service for sending mails through personal computer.

2. Establishment of bases to support services
JAPAN POST SERVICE will expand the urban bases to receive Yu-
Pack parcels, enhance the corporate business system, activate the
functions of access points such as Yu-Pack parcel handling offices,
improve the sales system and implement business management with
emphasis on profitability and efficiency.

3. Enhancement of management base
JAPAN POST SERVICE will distribute manpower according to
business volume, promote JPS activities, make mechanization and
computerization more efficient, build an efficient transport network,
establish personnel and wage systems in which employees’ capabilities
and performance are appropriately evaluated, and employ fixed assets
effectively.

4. Entry into new growth fields
- Domestic logistics field: JAPAN POST SERVICE will propose

measures for more efficient logistics operations, and offer a logistics
service which undertakes comprehensively a series of logistics
operations, including transport, storage, disposal, etc. of products.

- International logistics field: JAPAN POST SERVICE will advance into
the international express business, centering on the Asian region, and
expand the international logistics business.

5. Securing reliability and transparency of management
JAPAN POST SERVICE will promote CSR efforts, boost CS activities,
strengthen internal control, including measures for ensuring conformity
to the Financial Instruments and Exchange Low, and make efforts
toward information security and personal information protection.

Organization

JAPAN POST SERVICE will consist of the head office, 13 regional

offices, 1,093 branch offices, one international accounting center, two

mail transportation centers, four logistics centers, and one customer
service inquiry center.

Employees
JAPAN POST SERVICE will take over about 99,700 employees of Japan
Post, as well as reappointed staff and postal short-time workers.

Financial conditions

Assets: 1,942.0 billion yen (including branch offices, the logistics center,

stocks of subsidiaries, such as JP Biz Mail Co., Ltd.

Liabilities: 1,742.0 billion yen (including reserve for retirement benefits)

Net assets: 200.0 billion yen

Outlook for profit/loss
Net income: 34.0 billion yen (FY2008)
45.0 billion yen (FY2011)

JAPAN POST NETWORK Co., Ltd.

Management philosophy

JAPAN POST NETWORK will offer products and services transparently

through readily available post office networks, aiming to contribute to

“helping customers lead a better and comfortable life at present and in the

future” and realize excellent management so that customers and consignors

will use JAPAN POST NETWORK’s services over the long term.
Corporate governance

1. JAPAN POST NETWORK will be a company with board of corporate
auditors. Under the management meeting, it will establish special
committees, such as the compliance committee and the risk management
committee.

2.JAPAN POST NETWORK will establish the inspection & audit
department that is independent from departments to be audited, and 50
regional inspection & audit offices nationwide.

3. JAPAN POST NETWORK will establish the compliance supervisory
department at the head office, and the compliance office at regional
offices, where compliance officers will be assigned. JAPAN POST
SERVICE will also post personnel in charge of compliance at each
department and post office.

Business strategy

1. Establishment of a hub-and-spoke system based on post office networks
nationwide
JAPAN POST NETWORK will enhance its consulting service for
customers on their life plan and asset building, for example, by providing
investment trusts under a close cooperation between post offices with
smaller number of staff (spoke) and post offices which have specialist
staff to sell investment trusts (hub).

2. Active sales of various financial products meeting customers’ needs
JAPAN POST NETWORK will increase the number of post offices which
provide investment trusts, expand its lineup of investment trusts, and
actively sell automobile insurance products (immediately after the
privatization), and life and non-life insurance products, such as variable
annuities and third-sector insurance products.

3. Business strategy for new businesses such as real estate
JAPAN POST NETWORK will engage in the real estate development
business, and rent, manage and sell its three central post offices as offices,
commercial facilities and housing. It will also conduct the real estate
leasing/management business, including operations of parking lots and
shops for rent by effectively utilizing less or unused properties, as well as
the mail-order business such as catalog sales.

4. Improvement of operations quality
JAPAN POST NETWORK will give operational guidance to post offices
and inspect post offices, maintain a high security level by providing
thoroughgoing training, etc., manage personal information appropriately
as a bank agency and a financial product agency, and secure internal
control for financial reports that conform to examination requirements
for three Group companies’ listing.

5. Improvement of efficiency
JAPAN POST NETWORK will standardize and simplify various
operations processing schemes, and improve service counter staff’s
knowledge and skills.

6. Reform of wage system
JAPAN POST NETWORK will establish a wage system based on
employees’ ability and performance, taking into account various
allowances to enhance employees’ incentive.

7. Autonomous management through profit/loss management by post office
and introduction of unique systems
JAPAN POST NETWORK will introduce a profit/loss management by
post office and general-purpose terminals, and develop full-scale systems.

8. Promotion of CSR
JAPAN POST NETWORK will manage its offices with emphasis on
conservation of energy and natural resources and on environmental
protection, actively subcontract operations for local public organizations,
provide nationwide information on regional special products, and
implement exchanges with local residents.

Organization
JAPAN POST NETWORK will consist of the head office, 13 regional
offices, about 24,000 post offices, 10 training centers and 50 regional
inspection & audit offices.
*10 to 20 post offices constitute an area group and about 10 area groups
constitute a region group.
Employees
JAPAN POST NETWORK will take over about 119,900 employees of
Japan Post, as well as reappointed staff.
Financial conditions
Assets: 3,340.0 billion yen (including cash, regional offices, three central
post offices, non-collection and delivery post offices, company
houses and staff training institutes)

Liabilities: 3,140.0 billion yen (including deposits from two financial

companies and reserve for retirement benefits)

Net assets: 200.0 billion yen

Outlook for profit/loss
Net income: 50.0 billion yen (FY2008)
49.0 billion yen (FY2011)
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JAPAN POST BANK Co., Ltd.

Management philosophy
JAPAN POST BANK aims to become the a “most reliable bank that is
readily available” with customers’ voice as a compass for the future.

Corporate governance

1. JAPAN POST BANK will be a company with committees, and establish
the nomination, audit and compensation committees. Under the
management meeting, it will also set up special committees, such as the
risk management committee, the compliance committee and the ALM
committee.

. JAPAN POST BANK will establish the inspection & audit department
that is independent from departments to be audited, and this
department will support the audit committee.

. JAPAN POST BANK will introduce the “integrated risk management”
method, as well as the RCSA method against operational risks to
implement quantitative and qualitative risk management according to

N

o

risk characteristics.

. JAPAN POST BANK will establish a compliance supervisory office,
where compliance officers will be assigned. It will also post personnel in
charge of compliance at each office.

.JAPAN POST BANK will reinforce the system for managing and
supervising the agent (JAPAN POST NETWORK).

Business strategy

1. Realization of business models and sophistication of ALM
JAPAN POST BANK will disperse risks and diversify earnings sources,
by diversifying means of investments (into trading of derivatives,

N

“

acquisition and sales of monetary credits, syndicated loans, securitized

products, beneficiary rights, and investments in stocks), while

controlling interest rates-associated risks appropriately.

. Realization of retail business models

- Development and selection of distinctive products
JAPAN POST BANK will implement unique product strategies,
including development of custom-made investment products, which
are attractive so that investors want to hold over the long term, easy-
to-understand, and of low costs/high quality.

- Producing group synergies from combination with JAPAN POST
NETWORK
JAPAN POST BANK will strengthen channels of post office networks,
by providing its infrastructure and sales support tools, improve the

[S]

compliance system, help improve quality and enhance training
programs.
- Establishment of consulting-based marketing

JAPAN POST BANK will boost consulting-based marketing activities
about customers’ life plan and asset building (through proposal of
investment portfolios consisting of deposits, investment trusts, etc.,
promotion of the businesses of housing loans, card loans and credit
cards, and operations of offices specializing in consulting services).

W

. Enhancement of internal control
JAPAN POST BANK will overhaul its operational flows, etc., in
preparation for its listing, including measures for ensuring conformity
to the Financial Instruments and Exchange Low, and further improve
and strengthen its internal control system.
. Strengthening of management foundations
JAPAN POST BANK will reform and enhance the personnel system by
adopting the evaluation and wage systems with emphasis on employees’
capabilities and performance, and make operations more efficient.
Organization
JAPAN POST BANK will consist of the head office, 234 offices, 49
regional centers, 11 Postal Savings Operations Centers and two Postal
Savings Computer Centers.
Employees
JAPAN POST BANK will take over about 11,600 employees of Japan
Post as well as reappointed staff.
Financial conditions
Assets: 222,225.0 billion yen (including securities, loans to the Deposit
Insurance Corporation and postal savings operations centers)
Liabilities: 214,558.0 billion yen (including transfer savings, ordinary
savings, special savings, borrowings and reserve for employees’
retirement benefits)
Net assets: 7,667.0 billion yen
Outlook for profit/loss
Net income: 321.0 billion yen (FY2008)
304.0 billion yen (FY2011)
Balance of savings: 188 trillion yen (at the time of privatization)
164 trillion yen (at the end of fiscal 2011)

-

JAPAN POST INSURANCE Co., Ltd.

Management philosophy

JAPAN POST INSURANCE aims to be the “most reliable insurance

company that is readily available,” while gazing into the future together

with customers.
Corporate governance

1. JAPAN POST INSURANCE will be a company with committees, and
establish the nomination, audit and compensation committees. Under
the management meeting, it will also set up special committees, such as
the risk management committee, the compliance committee and the
earnings management committee.

2. JAPAN POST INSURANCE will establish the inspection & audit
division that is independent from departments to be audited, and this
division will support the audit committee.

3. To promote appropriate solicitation of insurance, JAPAN POST
INSURANCE will provide education and training for life insurance
solicitors, and inspect received contracts on the spot.

4. JAPAN POST INSURANCE will establish the risk management
supervisory division to comprehensively manage risks according to risk
characteristics.

5. JAPAN POST INSURANCE will set up the compliance supervisory
division at the head office and area compliance offices at 13 supervisory
branch offices, where full-time compliance officers are assigned. It will
also post personnel in charge of compliance at directly-run offices,
service centers, etc.

Business strategy

1. Establishment of new sales models
(Channel of post offices)

- Product strategy

-- JAPAN POST INSURANCE will regard Education Endowment
Insurance and Endowment Insurance as mainstay products, as it has
done so far, and aim to increase profits by improving medical riders
and introducing new products, including the one in which the
maximum amount is increased in case of the elapse of a certain
period after the entry.

-- JAPAN POST INSURANCE will reconsider eligible ages for Ordinary
Endowment Insurance, etc.

-- JAPAN POST INSURANCE will reinforce its management structure,
and develop/offer new products including third-sector products. To
this end, JAPAN POST INSURANCE may form an alliance with
other companies.

- Market/channel strategies

-- JAPAN POST INSURANCE will expand sales of guarantee-type
products (such as Special Endowment Insurance and 2-fold Coverage
Type Whole Life Insurance) through salespersons, and sales of saving-
type products (such as Education Endowment Insurance and
Endowment Insurance) through post office counters.

(Channel of directly-run offices)

- Product strategy

JAPAN POST INSURANCE will make Endowment Insurance, which is
designed for employees’ welfare, its mainstay product for corporations,
while undertaking from other companies insurances for managers,
including Long-Term Level Term Life Insurance, and offering them.

- Market strategy

JAPAN POST INSURANCE will position contracts by small and
midsize firms as its main business domain, while exploring the market
for individuals.

2. Improvement of business infrastructures
- Overhaul of operations and system infrastructures

JAPAN POST INSURANCE will standardize operations so that it can
efficiently assign staff, and systematize operations to make
undertaking and payment operation flows efficient.

- Reform of personnel and wage systems

JAPAN POST INSURANCE will adopt the double track personnel
administration system and the incentive-based wage system.

3. Establishment and enhancement of internal control, etc.

JAPAN POST INSURANCE will reinforce its internal control system in
preparation for its listing, including measures for ensuring conformity
to the Financial Instruments and Exchange Low, establish a system for
managing undertaking and payment by systematizing checking
functions and assigning staff on a priority basis, and improve a system
for managing personal information.

4. Maintaining soundness of financial foundation
JAPAN POST INSURANCE will expand profit-earning opportunities
through enhancement of internal management accounting,
improvement of its ALM method, sophistication of ALM by improving
and boosting systems, and diversified investment vehicles (such as
syndicated loans, beneficiary rights and investments in stocks).

5. Contribution to regions and society
JAPAN POST INSURANCE will proactively contribute to improving
people’s health, and operate businesses that are friendly to people and
the environment.

Organization
JAPAN POST INSURANCE will consist of the head office, 81 directly-run
offices, five service centers and one call center.
Employees
JAPAN POST INSURANCE will take over about 5,400 employees of
Japan Post as well as reappointed staff.
Financial conditions
Assets: 112,855.0 billion yen (including securities, loans to the Deposit
Insurance Corporation and the Postal Life Insurance Operations
Center)

Liabilities: 111,855.0 billion yen (including policy reserves, reserve for price

fluctuations and reserve for employees’ retirement benefits)

Net assets: 1 trillion yen

Outlook for profit/loss
Net income: 41.0 billion yen (FY2008)
130.0 billion yen (FY2011)
Balance of total assets: 113 trillion yen (at the time of privatization)
91 trillion yen (at the end of fiscal 2011)
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Management Efforts

1. Management Policy

1. Japan Post Management Philosophy

We at Japan Post...

- will strive as professionals to provide every customer with exceptional service.

.- promise to contribute to the enrichment of people’s lifestyles and the community,
providing “joy of interaction” and “power to move forward with ease.”

2 Management Efforts

Annual Report 2007.9

-+ create new value and continue to grow, while reinforcing the foundation of trust that
supports us.

2. The Japan Post Charter

Japan Post places customer trust at the heart of all our business activities. We will rigorously observe all relevant
laws and codes of conduct, act in a fair manner at all times, and fulfill the missions and responsibilities of a
public corporation, while taking care not to act in any way that might damage trust in Japan Post.

In order to offer services that will provide a high level of satisfaction to our customers throughout the nation,
and to ensure that we deliver them in a friendly and trustworthy manner, Japan Post will constantly and
creatively seek ways to benefit its customers.

We will work to maintain close contact with the public and with local communities. By actively
disclosing management information in an appropriate way, Japan Post will continue striving to be an open
organization on which people can rely.

We fully recognize the significance of personal customer details that come into our possession in the course
of our work, and Japan Post will continue to rigorously safeguard the privacy of customer information.

Japan Post will aim to form partnerships with local communities that contribute to their welfare and provide
them with appropriate services.

Japan Post will continue to firmly confront unreasonable demand and antisocial forces that threaten the order
and safety of civil society.

Looking to the future, Japan Post will actively promote environmental conservation, so as to help pass on
a more pleasant world to the next generation.

Taking a global perspective, Japan Post will extend its activities into the world at large and actively cooperate
with the international community.

Japan Post will continue to emphasize financial safety and security, using sound and astute fund
management methods while taking into consideration both the public interest and the influence we
exert on the market.

Japan Post aims to be an organization that is a pleasure to work for, in which all employees can take pride

and can envisage bright prospects for the future.
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3. Japan Post’s Declaration on the Environment

PRINCIPLES

Japan Post shall carry out its business activities in an environmentally friendly manner, with a network that
provides services throughout the country, so as to conserve the local natural environment and to pass on to future

generations the irreplaceable global environment.

PoOLICIES

FiscaL 2007 wAS THE 6 MONTHS FROM APRIL 1, 2007 TO SEPTEMBER 30, 2007.

Japan Post shall comply with all laws, regulations, and ordinances as well as related agreements pertaining to the

environment, and shall further carry out activities to reduce environmental destruction and strive to prevent environmental pollution.

Japan Post shall set environmental goals and targets and systematically achieve them, and endeavor to improve

continuously its environmental management system by building a framework for periodic review of these goals.

Japan Post shall endeavor to conserve the global environment in its business activities, by engaging

actively in saving resources and energy and by recycling used materials.

Japan Post shall take an active approach to create a recycling-oriented society, utilizing
environmentally-friendly products and other means.

Japan Post shall endeavor to encourage public awareness of environmental issues, by making related
information widely available and by promoting educational activities.

Japan Post shall support and take an active part in various environmental protection programs in local

communities through its post offices that are members of their communities.

Japan Post shall enhance its employees’ understanding and awareness of these environmental policies and
make the policies available widely to the public.

Enacted on April 1, 2003

Amended on April 27,2005

4. Management Vision

(

“Macco Service”
Straightforward
Customer Oriented Service

Japan Post will deliver better and more attractive services to
all customers nationwide, and will always wholeheartedly
strive to serve its customers from their perspective to satisfy
them.

: Introducing private-sector management tools, Japan Post
Creating a Sound Management  ill make each of its sectors (Postal Services, Postal Savings
Foundation and Postal Life Insurance) profitable and self-financing, to
realize the sound management of the Company as whole.
|

Japan Post will establish systems to evaluate staff performance
Providing a Satisfying Working  in a fair and transparent manner, and will foster a climate in
Environment which each employee is encouraged to contribute wide and
deep opinions freely, regardless of rank or place of work.
L

2 Management Efforts
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2 Management Efforts

2. Compliance Efforts

Japan Post believes that compliance is one of its most important management issues and is striving to ensure
observance. It strives to put compliance into practice in daily work to gain the trust of its customers and of society.

“Compliance” does not simply refer to observance of laws, regulations and rules. All Japan Post executives and
employees, as a matter of course, observe such laws and also strove to practice ethical behavior and social mores as well
as act in an equitable manner.

Japan Post establish compliance policies and a system to ensure compliance throughout the Company. Further, it strove
to inculcate awareness of compliance issues through conferences and trainings.

1. Establishment of Compliance Policies

Japan Post established the compliance policies outlined below:

(1) Japan Post Basic Compliance Policy
The Basic Compliance Policy established the basic components to promote compliance, based on the Japan Post
Management Philosophy and the Japan Post charter.

(2) Guidelines for Provision of Products and Services
The basic stance on providing products and services at post offices was established based on (1).

(3) Japan Post Compliance Program
The Compliance Program established specific plans to promote compliance and was formulated annually according to

(1).

(4) Compliance Manual

The Compliance Manual was
served based on (1) as specific
guidelines so that executives
and employees practiced
compliance. The manual was
distributed to all executives
and employees.

M System of compliance principles

Customer Confidence
Pkt Mjapan Post
E Foundation for fulfilment ]
[ Compliance ]

Create new value and continue to grow, while reinforcing the foundation
of trust that supports us.

In addition to the above
Compliance Manual for all
executives and employees,
Japan Post also formulated
and distributed a “Compliance

Japan Post Management Philosophy

“Japan Post places customer trust at the heart of all our business activities.”

Manual (for employees engaged )

In investment trusts operations),” a
“Compliance Manual (for
employees in the insurance area),”
a “Compliance Manual (for
employees in the Policyholder
Welfare Facilities)” and a
“Compliance Manual (for
employees in the Japan Post
Hospitals).”
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Th h “Japan Post will continue striving to be an open organization on which people can rely.”
€ Japan Post Charter “Japan Post will continue to rigorously safeguard the privacy of customer information.”
i “Japan Post will continue to firmly confront antisocial forces and unreasonable demand”

Japan Post Basic Compliance Policy
Establishes the fundamentals for the promotion of compliance

l l l

Details of
Fundamental Principles

Providing Products and Compliance Manual
Services to Customers

Specific reference for executives and
employees to put compliance
into practice

| | | l

Japan Post Compliance Program
Formulated annually as a specific plan on promoting compliance

Basic stance on provision of

! Detailed rules on organization
products and services to customers

and systems
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M Guidelines for provision of products and services

At Japan Post, we shall observe all relevant laws and regulations and endeavor to provide products and
services in an appropriate manner, as detailed below, on the basis of the Japan Post Charter.

1. We shall seek to meet customer needs by providing products and services in an appropriate
manner.

2. We shall endeavor to provide information that leads to an adequate understanding of the
content of goods and services so that customers are able to make their own choices.

3. We shall not give out uncertain or untrue information, or otherwise provide misleading
explanations to our customers.

4. We shall strive to provide explanations concerning our products and services at times and
locations that do not pose an inconvenience to our customers.

5. We shall strictly maintain the confidentiality of customer information in the course of providing our
products and services.

6. As training to facilitate the provision of goods and services is enhanced in a fair manner, each
individual shall also endeavor to acquire required knowledge.

2. Creating a System for Compliance Promotion

The Japan Post Governance and Compliance Committee was established at the Company’s Head office as a system to
promote compliance based on the Japan Post Basic Compliance Policy. A Chief Compliance Officer (CCO) was
appointed to take responsibility for controlling the promotion of compliance measures throughout Japan Post.
Compliance Officers (CO) were also appointed at the headquarters’ CSR Office and the three business
headquarters to take responsibility for controlling the promotion of compliance efforts, and a compliance
supervisor was appointed in each organization.

2 Management Efforts
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2 Management Efforts

3. Risk Management Efforts

1. Basic Concept on Risk Management

Japan Post ran the Postal Business, Postal Savings and Postal Life Insurance — three distinct businesses that each faced
different risks.

In order to ensure sound management and earn customer trust, Japan Post prioritized risk management as one of its
most important management issues. The Board of Directors established the Japan Post’s Basic Principles on Risk
Management to serve as the company-wide policies that guided Japan Post’s risk management efforts.

Japan Posts Risk Management System

Japan Post established a Postal Business Headquarters in charge of the Postal Business, a Postal Savings
Headquarters in charge of the Postal Savings, and a Postal Life Insurance Headquarters in charge of the Postal Life
Insurance Businesses. Separate departments were set up to take charge of overlapping operations, such as human
resources and accounting. Based on Japan Post’s Basic Principles on Risk Management, risk management
supervisors were appointed to develop methods appropriate to the features of their operations for risk
management.

In particular, an Integrated Risk Management Department was established in the Postal Savings Headquarters and the
Postal Life Insurance Headquarters as a risk management department whose role was to conduct integrated risk
management for their respective businesses. Additionally, a Risk Management Committee was set up to discuss risk
management issues. These steps were intended to enhance the risk management system.

The Internal Monitoring Department regularly monitored the effectiveness and validity of the risk management functions
of these Headquarters.
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2. Risk Management in Postal Business

The Postal Business strove to prevent accidents and irregularities to ensure that important letters and parcels
customers entrusted were delivered safely. To this end, Japan Post established a reporting system and it
endeavored to ensure a speedy solution in case of an accident.

(1) Risk MANAGEMENT SYSTEM

Japan Post secured a system of checks and balances within the Postal Business Headquarters, while all divisions and
offices within the headquarters managed risks involved in the operations of which they were in charge.

The general manager of the Operations Supervision Division was responsible for comprehensive coordination,
such as drawing up of risk management conditions at the Postal Business Headquarters.

(2) RISk MANAGEMENT METHODS

In order to manage risks effectively according to the characteristic of this business, the Postal Service acted in
accordance with the Postal Service Basic Policy for Risk Management, which stipulated the basic functions of the

(2]
management system. e
£
All divisions and offices within the Postal Business Headquarters ascertained the risks involved in the operations of which L
they were in charge, evaluated these risks, and devised necessary countermeasures based on their assessment. €
£
The general manager of the Operations Supervision Division requested reports on risk management conditions in all o
divisions and offices as needed to ensure the appropriateness and effectiveness of risk management. After ?
examining the results, the general manager provided guidance on improvements as necessary. %
=
B Management classification of risks involved in postal service ~N
Risk Definition
Operation risk Risk of incurring loss due to improper handling of business operations, negligence in the performance of
work by employees or accidents, unlawful actions, etc. caused by employees
Computer system risk System risks resulting in losses due to failure of information systems, unauthorized use of them, and the
like
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2 Management Efforts

3. Risk Management in Postal Savings Business

(1) Basic CONCEPTS ON Risk MANAGEMENT

Japan Post recognized that coping with risks arising from operational management is an important governance issue
in postal savings business, and worked to establish risk management systems.

These systems roughly classified risks into “corporate value fluctuation risks,” which were evaluated for the
purpose of maintaining sound management, and “operational risks (note) (market risk, liquidity risk, computer system
risk and operation risk),” which were managed with the intention of maintaining reliability.

Note: In the Postal Savings Business, Japan Post regards market and liquidity risks as operational risks, given the management type of a public corporation, and
manages the risks by focusing on conformity to rules. Hence, the operational risks described in this document differ from those that are generally used.

Japan Post also strove to establish a risk management structure appropriate to the diverse and complex nature of it’s
operations as a financial institution as it moved towards the split-up and privatization in October 2007.

(2) Risk MANAGEMENT IN POSTAL SAVINGS BUSINESS

Postal Savings is a financial institution which provides financial service essential to individuals’ daily lives and is available
at about 24,100 post offices across Japan. Its distinctive characteristics distinguish it from other financial
institutions.

The Postal Savings risk management system made the best use of managerial resources, and was based on the
concept of “simple and efficient risk management”. The system took into consideration the balance between the
effectiveness of risk management and the efficiency of operation.

Specifically, the Integrated Risk Management Department used quantitative, probabilistic methods to directly
measure and managed risks affecting sound management. The Postal Savings Business organization was divided for
convenience into front (The front was further divided with the level one having jurisdiction over all operations and
establishing management relations with the level two which was responsible for risk management conditions) and middle.
The integrated middle (level three) indirectly exercised authority over the management system of the level one and level
two. Furthermore, the organization relating to the Postal Savings Business was arranged so that in principle
conflicts of interest were divided organizationally and by positions of responsibility. It was an organizational
structure that provided mutual checks and balances from the standpoint of risk management.

The risk management in the Postal Savings Business was regularly discussed at the Postal Savings Risk
Management Committee under the control of the Director General of the Postal Savings Business Headquarters.

Annual Report 2007.9 FiscaL 2007 wAS THE 6 MONTHS FROM APRIL 1, 2007 TO SEPTEMBER 30, 2007.



Risk Management System
Chart
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* Refer to P.34

ROLES OF EACH LEVEL UNDER THE THREE-LEVEL MANAGEMENT SYSTEM

OFront (level one management)
Self-management of risks by departments in charge

OMiddle (level two management)
Management by departments responsible for supervising and managing each risk

Olntegrated Middle (level three management)
Management by independent integrated risk management departments
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(3) SpeciFic METHOD OF RisKk MANAGEMENT

SUSTAIN SOUND MANAGEMENT

Postal Savings’ assets primarily consist of securities, such as government bonds, except for fiscal loan deposits
(with a deposit period of seven years at a fixed interest rate), which were deposited before fiscal 2001 when full-scale
autonomous investment of Postal Savings funds started. Meanwhile, liabilities chiefly consist of Teigaku Savings (with
maximum deposit duration of 10 years, fixed rates and withdrawal permitted after six months).

The primary risks resulting from Postal Savings’ assets and liabilities were that customers transferred their deposits to
new Teigaku Savings when interest rates rose, resulting in a mismatch between the interest period of Teigaku
savings and asset holdings. This created the risk of future volatility in profits and losses, and the risk that interest rate
volatility would change the value of asset holdings such as Japanese government bonds. These were crucial risks for
management, and the two risks were managed together as corporate value fluctuation risks.

Measuring Corporate Value Fluctuation Risk

Company Earnings and Value at Risk (CEVaR), a method devised by expanding Earnings at Risk (EaR) that takes
into account changes in periodic profits and losses, is adopted to measure corporate value fluctuation risk.
When making actual measurements, we use the Postal Savings’ risk management model that measures
CEVaR in practical terms.

Specifically, future assets and liabilities are calculated based on scenarios generated from 10,000 randomly
generated interest rates, exchange rates and share prices. Simulating fluctuations in periodic profits and
losses and asset values enables Japan Post to gain a quantitative and probabilistic understanding of
corporate value fluctuation risk from the profit and loss distribution. The corporation manages its risks by
ensuring that 95% of “CEVaR (based on the balance sheet)” (the 9,500th value starting from positive
values) among the 10,000 simulation results will not become a deficit.

Postal Savings is also carrying out stress tests using particular scenarios as assumptions that have various effects
on management to ensure that a thorough risk management strategy is in place.

2 Management Efforts

» o«

Note: “CEVaR (based on the balance sheet)” is the sum of the “difference in assets and liabilities at establishment,” “retained earnings (or losses),” and

“differences in valuation losses on other securities” (corresponding to capital in the balance sheet of the financial statements)

Determining Corporate Value Fluctuation Risk

Change in periodic profitability distribution ~ Change in appraisal profitability Change in corporate value
distribution distribution
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Risk management value
Change in periodic profitability 4  Change in asset and liability value = Change in corporate value
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MAINTAIN CONFIDENCE

The “operational risks,” which consisted of market risk, liquidity risk, computer system risk and operation
risk(please refer to P.34), were managed mainly by conforming to various rules. Japan Post identified risks using a risk
evaluation sheet for every operation process, understanding the causes of the risks and the current risk
management system. Risk maps were used to measure the frequency with which a given risk occurs and the extent of
its impact was categorized.

In particular, Japan Post strove to reduce risks categorized as “risks that needs to be managed” by setting up
management systems that went beyond the previous operations management.

Furthermore, Japan Post managed market and liquidity risks by limiting them depending on their nature. This was done
by determining the amount of risk fluctuation and the relevant maximum value, while selecting business partners in
accordance with internal rating standards.

Market Risk
The risk of loss due to improper management or management standards relating to market transactions
(procurement, investment, and investment consignment) and ALM operations was categorized and managed as
market risk.

Specific risk management is as follows:

OALM risk management
ALM risk was managed by setting management standards for the maturities allocation of new investment funds and the
amount of fluctuation in postal savings for fund procurement, in order to ensure compliance with standards set in ALM policy.

OCredit risk management
When investing in domestic bonds, foreign bonds, and short-term investments, credit risk was managed by
setting criteria for the type of financial instruments able to be bought, the maximum amount able to be held for each
issuing body, and sales criteria, using rates based on internal rating standards.

OManagement of investment consignment risk
The risk associated with investment consignment (single-managed money trust, etc.) was managed by using
internal rating standards to set consignee standards and the maximum tracking error.

Liquidity Risk

This is a type of risk that could result in losses due to difficulties in securing the necessary funds for fund
settlements and not being able to repay savings deposits because of improper management or management
standards for financing and fund arrangements. These risks were classified as “liquidity risks” and managed
accordingly by setting criteria to ensure that the necessary funds for fund settlements were secured for postal
savings funds, postal transfer funds, and savings surplus.

Computer System Risk

This type of risk results in losses due to failures of computer systems, unauthorized use of the systems, and the like,
because of improper management or management standards for planning, developing, and operating such systems,
consigning systems, and security. These risks were classified as “computer system risks” and managed accordingly.

Operation Risk
This type of risk results in losses due to improper management or management standards for administration work and
administration consignment. These risks were classified as “operation risks” and managed accordingly.

2 Management Efforts
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2 Management Efforts

4. Risk Management in Postal Life Insurance Business

The Postal Life Insurance Service was entrusted with the important funds contributed by the customers in order to
provide means of financial security and offer assistance for policyholders in the event of an emergency.

As the economic climate and other management environment factors for Postal Life Insurance are changing a great deal,
appropriate risk management has become even more important to maintain sound business management in the future
and so that customers may benefit from Kampo products and services with a safe confidence.

In consideration of such a situation, the Postal Life Insurance Service recognized effective risk management in
accordance with risk characteristics as an important management issue, and managed risks in accordance with the
“Postal Life Insurance Basic Policy for Risk Management”, which stipulated basic functions, including the
management system and management methods.

(1) Risk MANAGEMENT SYSTEM

The Postal Life Insurance Business comprehensively identified its business risks and managed them based on their degree

of importance.

(1) The Business Affairs Division was divided into the Service Division (level one), which pursued profits, and the
Business Planning Division (level two), which provided support and management, and these two divisions
worked together to manage risks through a system of checks and balances.

(2) The Integrated Risk Management Division (level three) was established to be independent of the Business
Affairs Division and managed risk in a unified and comprehensive manner. (Responsibilities were partially
separated such that the Integrated Risks Management Division (in charge of operation/system risk
management) carried out level two functions for operation risk, while the Integrated Risks Management
Division (in charge of operation/system risk management) and the System Planning Division (in charge of
system assessment) carried out level two functions for computer system risk.)

This multi-layered risk management system ensured sound business management.

Risk-related matters were reported and discussed monthly at the Postal Life Insurance Risk Management

Committee, comprising senior officials of the Postal Life Insurance Business. In addition, the risk management

status was regularly reported to the Board of Directors and the Executive Committee.

This risk management system was audited by the Inspection and Audit Department, independent of the Postal Life

Insurance Business, to further enhance the internal check function through check of the appropriateness and

effectiveness of the system.

Board of Directors

President
Executive Committee |

‘ . Postal Life Insurance

Postal Life Insurance Risk Business Headquarters
Management Committee ! -
| o= =
= 3}
[level three] Integrated Risks Management Division s | E
g &
g g
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(2) Tyres AND CONTENT OF MAJOR RISKS

The Postal Life Insurance Business classified and defined the types and content of risks it faced as shown below,
established management systems and regulations in accordance with risk characteristics, and implemented various efforts

for proper risk management.

Risk

Definition

Insurance underwriting risk

Risk that profits will deteriorate due to deviation from incidence rates of insured events, investment
returns and business expenses at the time of setting the insurance premiums

Investment risk

assets) due to changes in the market environment

Risk of fluctuations in investment returns or assessed amounts of assets (including off-balance sheet

Cash flow risk

in policy cancellations

Risk of shortages of available cash due to sudden deterioration in financing resulting from increases

Operation risk
executives or employees

Risk of incurring loss due to incidents, unlawful actions or negligence in the performance of work by

Computer system risk

the like

System risks resulting in losses due to failures of information systems, unauthorized use of them, and

(3) EFForTs TO ADDRESS VARIOUS TYPES OF RISk

(1) Insurance Underwriting Risk

Life insurance contracts commit the Postal Life
Insurance Service to contracts that cover the
customer’s risk of death, illness and injury for
long periods of several decades. This means that,
when underwriting insurance contracts, Japan
Post needs to accurately ascertain the types of risk
that might occur and manage them accordingly.

With regard to the management of insurance
underwriting  risk, while  reporting and
recommendation systems between the levels were
maintained, the Service Division, or level one,
implemented self-management on activities such
as verification of insurance premiums, provision
for responsibility reserve fund and other activities,
and graspe of the occurrence states of insurance
accidents, while the Business Planning Division,
or level two, had a structure to discuss, as
necessary, reviews of insurance premiums and the
Mid-term Management Plan based on reports
from level one.

The Integrated Risk Management Division, or
level three, measured risks based on the insured

event occurrence rate, market trends, business expenses, etc. verified and reported the risk management status at level

B Management system for insurance underwriting risk

President, Vice President and Director General

Report T

8 8 Directions
Postal Life Insurance Risk <

Management Committee
1
Level three: Risk control general management
department Integrated Risks Management Division

® Formulation of Insurance
Underwriting Risk Management standard
Regulations, etc. ® Verification of the risk management
® Measurement of risks status
® Verification of effectiveness

ReportT

Level two: Business Planning
Division General Business Planning Division

® Formulation of the Mid-term
Management Plan, etc.

ReportT
Level one: Service Division
Insurance underwriting-related departments

® Verification of insurance premiums, etc.
® Provision for responsibility reserve fund, etc.
® Graspe of the occurrence status of insurance accidents

® Establishment of risk management

Internal audit

Y
l Recommendation

.
=
=
o
3]

~

Recommendation

L

l Recommendation

two to the Postal Life Insurance Risk Management Committee.

Thus, Japan Post managed insurance underwriting risks by maintaining mutual check functions between each
department through a multi-layered risk management and by properly setting insurance premiums and putting

aside necessary reserve funds.
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(2) Investment Risk

Japan Post focused on the safety and certainty in
managing the funds entrusted by the customers
under life insurance contracts to provide for
payment of insurance money in the future.
However, the risks of incurring unexpected losses
due to changes in the market environment cannot be
denied. In the Postal Life Insurance Business,
Japan Post paid maximum attention to the
management of investment risk so that customers
were able to utilize postal insurance without
anxiety.

With regard to organizational systems, Japan Post
believed that mutual checks between divisions
were important. As for the risk management
system for Postal Life Insurance, Japan Post
adopted a multi-layered risk management system,
comprising the Service Division, or level one, the
Business Planning Division, or level two, and the
Integrated Risks Management Division, or level
three, which is independent of level one and level
two. The Service Division conducted everyday

B Management system for investment risk

President, Vice President and Director General

R L
cport T lDlrecnons

Postal Life Insurance Risk Management Committee

Level three: Risk control general management department
Integrated Risk Management Division

® Formulation of Risk Management Regulations, etc.
® Direct measurement of risks
® Verification of the risk management status

Internal audit

Report T ¢ Recommendation

Level two: Business Planning Division
Fund Management Division

® Management of level one Report

Recommendation
Report @ W Recommendation

Level one: Service Division
Fund management implementation division
® Everyday self-management concerning implementation of postal insurance fund management

Inspection and Audit Department

self-management concerning the implementation of management of postal life insurance funds, while the Business
Planning Division managed progress in the management plan based on the reports from level one. The Integrated Risks
Management Division directly measured risks, verified and reported the risk management status of level one and level
two to the Postal Life Insurance Risk Management Committee. Thus, risks were rigorously managed.

Japan Post classified investment risks into market risks, credit risks, and market liquidity risks, and managed them
accordingly. Some Kampo funds were entrusted to investment banks and investment consultants, and the Postal Life
Insurance Service also ascertained the investment risk of these entrusted funds and managed the investment risk in a

unified manner.

Japan Post engaged in derivatives trading, which could make a large amount of transactions with less capital and could
also result in unexpected losses, as means for hedging only but not for speculative dealings.

1) Market Risk

Market risk is the risk of fluctuations in asset valuation
amounts or investment returns due to changes in interest rates, Value at Risk (VaR)

stock prices and foreign exchange rates.

As for managing market risk, Japan Post used the Value at Risk
(VaR) model to control market risk from different investments,
such as stocks and bonds, utilizing standardized indices in order to

make market risk confined within certain limits.

While VaR can easily be utilized to grasp risks in an integrated
way, it merely indicates risk amount under ordinary market
environment, which is a disadvantage of VaR. To supplement this >
harsh  market

disadvantage, Japan Post formulated

is the maximum potential loss (amount of risk)
of holding assets which might be incurred at a
certain probabilities

Asset value

Maximum potential loss

Current point  Future point
in time in time

environments, including unexpectedly sharp declines in
quotations, and simulated the amount of losses (through
implementation of stress tests), thereby recognizing risks that could not be grasped by VaR.
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End of September 2007

Asset Balance

Bonds held to maturity

Factor Sensitivity
+0.1% | (- 187.0 billion yen)
+0.1% | (-235.0 billion yen)

+0.1% - 39.0 billion yen
- 353.0 billion yen

30 trillion yen

Bonds to cover premium reserves 45 trillion yen
Other (balance sheet)
Foreign currency-denominated bonds

(balance sheet)

Interest rates

10 trillion yen

Foreign

4 trillion yen
exchange

10 yen appreciation

Share prices | Domestic stocks (balance sheet) 2 trillion yen - 1,000 yen - 173.0 billion yen

Note 1: Bonds held to maturity and bonds to cover premium reserves are not evaluated at market value and are not reflected on the balance sheet.
Note 2: The balance and sensitivity of figures of the “Interest rates-other” include foreign currency-denominated bonds.

Note 3: Sensitivity of the “Foreign exchange” is calculated on the assumption that all currencies fluctuate at the same rate as the US dollar.

Note 4: Sensitivity of the “Share prices-domestic stocks” indicates the loss posted in case of the Nikkei Average fall below 1,000 yen.

2) Credit Risk

Credit risk is the risk of fluctuations in asset valuation amounts or investment returns due to the deterioration of
debtors’ financial situations.

The Postal Life Insurance Business mainly managed bonds, deposits, etc., since it was allowed to extend loans only
to regional public organizations under the Japan Postal Public Corporation Law. When managing credit risks, Japan
post set standards for unqualified debtors, referring to the ratings graded by ratings agencies, and also set credit lines
for each debtor.

Japan Post figured out the risk represented by debtors, adding up each individual company’s bonds, deposits, and
stocks, so that credit risk was not concentrated on a particular company and Japan Post would not be at risk of huge
losses.

3) Market Liquidity Risk

Market liquidity risk is the risk of fluctuations in asset valuation amounts or investment returns due to
unavoidable transactions at remarkably disadvantageous prices, or not being able to perform transactions in the
market due to deterioration of market situations.

As for managing market liquidity risk, Japan Post set limits for issue holdings to manage risk in accordance with an

analysis of the market’s trading conditions. This ensured a certain degree of market liquidity.

(3) Cash Flow Risk

For the management of the life insurance
business, it is necessary to receive and pay funds
from and to customers and business partners,
including payment of claims, etc. and investment of
funds. If fund settlements are jeopardized at the
time of receiving and paying funds, it could cause
inconvenience to the persons concerned, and could
also make it impossible for Japan Post to operate
the business itself.

Consequently, Postal Life Insurance set reserve
amounts for incoming and outgoing insurance
premiums and claims and incoming and outgoing
investment funds for the fund management in the
Postal Life Insurance Business, so that such
incoming and outgoing of funds would not be
hindered. Securing these reserves ensured an
appropriate management of cash flow risk.

To manage this risk, Postal Life Insurance defined
classifications according to the tightness of
financing, and it set, managed, and monitored the

B Management system for cash flow risk

President, Vice President and Director General

ReportT

Postal Life Insurance
Risk Management Committee

Level three: Risk control general management department
Integrated Risk Management Division
® Monitoring of cash flow limit
l Verification

ReportT

Level two: Business Planning Division
Finance and Accounting Division
® Report of the fund settlement status
® Formulation of cash flow plan, and implementation of cash flow

ReportT

Level one: Service Division
Cash flow-related divisions
® Preparation of fund incoming and outgoing plan

Directions

reserve limits for each of these classifications so that no impediments occurred to fund management.
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(4) Operation Risk

If accidents in handling business operations, etc.
occur, Japan Post would not only have
inconvenienced customers, but would also have
lost their trust in Postal Life Insurance. Under
such circumstances, the Business Affairs Division, or
level one, ascertained incidents that have occurred in
the past or that could be accrued, and established
office regulations to ensure appropriate business
transactions, and also strove to raise awareness
and educate employees. In addition, the
Integrated Risks Management Division (in charge of
operation/system risk management), or level two,
examined the operation risk management system of
level one and conducted surveys as necessary in
cases where accidents may have occurred. This
system worked as mutual checks and balances.
The Integrated Risks Management Division (in
charge of integrated risk management), or level
three, verified the effectiveness of risk
management, and, together with level two,
regularly reported the management status of

B Management system for operation risk

President, Vice President and Director General

ReportT

Postal Life Insurance Directions
Risk Management Committee

Level three: Integrated Risks Management Division
(in charge of integrated risk management)
® Verification of the risk management status

ReportT l Recommendation

Level two: Integrated Risks Management Division
(in charge of operation/system risk management)
® Check, etc. of the system and regulations of level one

ReportT l Recommendation

Level one: Business Affairs Division
® Formulation and thorough implementation of
operational regulations, and other

Internal audit

Inspection and Audit Department

operation risks to the Postal Life Insurance Risk Management Committee.

(5) Computer System Risk

A large part of business operations is dependent on information systems and in case that the system were to go down
or other major trouble were to occur, Japan Post could make it inconvenience to customers and could also lost their
trust in postal life insurance in the same way as if operation risks were revealed. For this reason, Japan Post set up two
main computer centers with electronic computing systems, each in eastern and western Japan, and formulated a manual
with guidelines on responding to severe interruptions in our computing system. Thus Japan Post established a

structure enabling a quick response to computer
system risks.

Furthermore, Japan Post carried out a variety of
security measures and strove to thoroughly secure
information assets, based on the Japan Post Policy
on Information Security.

At the same time, the Integrated Risks Management
Division (in charge of operation/system risk
management) and the System Planning Division
(in charge of system assessment), which were level
two, verified whether system management was
properly implemented by system-related divisions, or
level one, and strove to reduce computer system
risks using a system of checks and balances.

The Integrated Risk Management Division (in
charge of integrated risk management), or level
three, verified the effectiveness of risk management
and, jointly with level two regularly reported the
management status of computer system risks to
the Postal Life Insurance Risk Management
Committee.

Annual Report 2007.9

B Management system for computer system risk

President, Vice President and Director General

ReportT

Postal Life Insurance Directions
Risk Management Committee

Level three: Integrated Risks Management Division
(in charge of integrated risk management)
® Verification of the risk management status

ReportT l Recommendation

Level two: Integrated Risks Management Division
(in charge of operation/system risk management)
System Planning Division
(in cirlarge of system assessment)
® Check, etc. of the system and regulations of level one

ReportT l Recommendation

Level one: System-related divisions
® Formulation and thorough implementation of
operational regulations, and others

Internal audit

Inspection and Audit Department
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3 About Japan Post

1. Organization Overview

1. Organization Chart

Head Office

[ President ]—

Board of Directors
Strategic Committee
Executive Committee

|

Special Committees

Corporate Auditors

Corporate Auditor’s Office

Other Organizations

- Inspection and Audit Offices
(50)

- Service Inquiry Center (1)

- Japan Post Research Institute
(1)

- Postal Services Archive (1)
(Branch Archives 2)

- Social Welfare Centers (7)

- Health Management
Administration Center (1)

- Disaster Compensation
Administration Center (1)

- Distribution Centers (4)

- Network Centers (7)

- Supervisory Center for
Policyholder Welfare Facilities
(7)

- Corporate Business Promotion
Headquarters

(Postal Business)

(2: East Japan Corporate
Business Promotion
Headquarters, West Japan
Corporate Business Promotion
Headquarters)

- International Accounting
Center (1)

- Mail Transportation Centers
(2: East Japan Mail
Transportation Center, West
Japan Mail Transportation
Center)

- Postal Savings Operations
Centers (11)

- Postal Savings Computer
Centers (2)

- Postal Life Insurance
Operations Centers (5)

- Kampo Call Center (1)

3 About Japan Post

pr—— [nspection and Audit Department £
President’s Support Departments

e s Corporate Planning Department

e e Post Office Network Business Department -E
—

Public Relations Department

Three Businesses Support Departments

Human Resources Department

Accounting Department

Procurement Department

Facilities Department

—

Corporate [ Technology Department

Affiliated Business Department

Postal Business Headquarters

e Mail Business Department

== Express Business Department

- Marketing Department

- Operations Department

L Information Technology Department

s Postal Savings Business Headquarters

- Family Bank Promotion Committee

E
E
%
E
E

|- Overseas Office (1)

J

b Postal Life Insurance Business Headquarters

Inspection and Audit Management Division
Inspection and Audit Operations Division
Inspection and Audit Investigation Division

Secretaries Office
CS Promotion Office
Corporate Social Responsibility Office

Corporate Planning Division
Project Development Division
International Strategy Office

China Business Development Office

General Management Division
General Affairs Office
Strategic Planning Division
Operations Division

Public Relations Division

Human Resources Division
Labor Relations, Health and Welfare Division

Financial Management Division
Accounting Division

Procurement Division

Facilities Administration Division
Facilities Planning Division

Facilities Services Division

IT Management Division

IT Strategy Planning Office
Information Systems Division
Affiliated Business Division

General Affairs & Personnel Affairs Division
Management Planning Division

Legal Affairs and Compliance Division
Operations Supervision Division

CS Promotion Division

International Strategy Office

Business Development Division
Business Planning Division
Accounting Division

Advertisement Office

Branches, etc.

C Regional Offices (13)

- Hokkaido Regional Office
- Tohoku Regional Office

- Kanto Regional Office

- Tokyo Regional Office

- Minami-Kanto Regional Office
- Shinetsu Regional Office

- Hokuriku Regional Office
- Tokai Regional Office

- Kinki Regional Office

- Chugoku Regional Office
- Shikoku Regional Office

- Kyushu Regional Office

- Okinawa Regional Office

- Postal Savings Regional Centers

(49)

C Post Offices (24,523)

Post Offices

(20,224)

Reference Postal Agencies
(4,299)

Affiliated facilities

- Policyholder Welfare Facilities
(71)

- Japan Post Hospitals
(14)

- Japan Post Clinics

- Health Management Offices
(13)

- Training Institutes
(11)

The First Mail Business Division (Letter-post, Special Services, Sasshi-Parcels)

The Second Mail Business Division (DM & Hybrid Mail)

Letter Communication Division

Yu-Pack (domestic parcel) Business Division
International Business Division

Marketing Planning Division

Business Marketing and Solutions Division
Logistics Business Division

Area-based Marketing & Solutions Division

Operations Planning Division
Counter Service Operations Division
Collection and Delivery Division
Sorting and Transportation Division
JPS Promotion Division

IT Strategy Division

IT Development Division

IT Deployment Division

General Affairs and Personnel Affairs Division

Business Planning Division

Operation Processing Planning Division
Finance Management Division

Fund Management Division

Fund Investment Office

Marketing and Investment Trust Division
Service Division

Risk Management Division

Systems Planning Division

Compliance Management Division
General Planning Division
Finance and Accounting Division
Fund Management Division
Marketing Division

Service Division

Risk Management Division
Systems Planning Division

Postal Life Insurance Services Committee === Postal Life Insurance Supervision Committee Secretariat As of September 30, 2007
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2. Number of Post Offices

Unit: post office

Ordinary post offices Special post offices
Collection- | Non-collection- Collection- | Non-collection- POStﬁll Total
and-delivery | and-delivery | Subtotal |and- delivery | and-delivery | Subtotal | agencies
post offices | post offices post offices | post offices
End of FY 2007 1,239 58 1,297 2,405 16,522 18,927 4,299 24,523
End of FY 2006 1,243 51 1,294 2418 | 16,506 | 18,924 4356 | 24,574
End of FY 2005 1,257 47 1,304 3,438 15,479 18,917 4,410 24,631
End of FY 2004 1,261 47 1,308 3,465 15,458 18,923 4,447 24,678
End of FY 2003 1,262 48 1,310 3,530 15,405 18,935 4,470 24,715
3. Employee Circumstances
Unit: person
Japan Post total Postal Services Postal Savings Postal Life Insurance Other
End of FY 2007 253,814 109,709 55,373 40,295 48,437
End of FY 2006 254,177 109,193 55,415 40,405 49,164
End of FY 2005 256,572 110,579 55,410 41,248 49,335
End of FY 2004 261,937 114,158 56,316 41,994 49,469
4. Number of Mailboxes
Unit: mailbox
191,423 192,300
190,000 T 188,458 oo
180,000 -~ e B
170,000 F=--4 s e e
A N TN N NN T |
0
FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
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5. Number of ATMs Installed

The first ATMs were installed in FY 1979, and by the end of FY 1992 every post office in Japan had an ATM (with
the exception of a small number of post offices and postal agencies that could not install ATMs owing to lack of space).

Unit: ATM, location

End of FY 2003 | End of FY 2004 | End of FY 2005 | End of FY 2006 | End of FY 2007
Total Number of ATMs 26,483 26,519 26,297 26,103 26,097
Off Premises ATMs 2,874 2,869 2,564 2,226 2,179

3 About Japan Post

Annual Report 2007.9

2. Post Office Network Characteristics

Post offices provide post, savings, and life insurance services to the public through the nationwide post office
network. At the same time, they serve as focal points for the community where information can be obtained and advice
provided on a variety of issues related to the requirements of everyday life.

Maintaining Post Office Network Standards

With post offices established in all 1,827 cities, towns and villages in Japan (as of end of fiscal 2007), Japan Post offered
a complete network of services across the country. (Total number of post offices as of the end of fiscal 2007:
24,523)

Lifeline Function during Disasters

The Post Office Network, which reaches every corner of Japan, provided various services as needed by residents in times
of disasters or other emergency-related situations. (Disaster services included free supplies of postcards, etc.,
emergency handling for lost postal savings passbooks or stamps, and immediate payment of insurance claims and loans.)

Other lifeline services included handling of various government administrative services,
sales of revenue stamps, payment of pension benefits, and other items essential for daily life.

Local-oriented Policies

Japan Post promoted policies to boost post office capabilities in response to local demands and expectations,
strengthened the links between local communities and post offices, and raised the profile of post offices as the
public institution closest to the people. (Acceptance of administrative work on behalf of local government
authorities, the Himawari Service, participation in fire prevention agreements, etc.)

Private-sector Utilization of the Post Office Network

Japan Post opened up the life infrastructure of the Post Office Network through promotion of tie-ups with private-sector
services to improve customer convenience. (ATM service tie-ups with private-sector financial institutions, sales of
compulsory liability insurance for motorcycles, etc.)
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3. Board of Directors

LisT OF BOARD OF DIRECTORS AS OF END OF FISCAL 2007

As of September 30, 2007

The number of the directors of fiscal 2007: 1 President, 2 Executive Deputy Presidents, 14 Managing Executive Officers
(including 3 non-standing Managing Executive Officers), and 2 Corporate Auditors (including 1 non-standing

auditor)

NISHIKAWA Yoshifumi

TAKAGI Shokichi
DAN Hiroaki

(Standing)
YAMASHITA Izumi
SASAKI Hideharu
NISHIMURA Kiyoshi
MORI Takamasa
FUJIMOTO Eisuke
ITO Takao

OKADA Katsuyuki
MASE Tomohisa
YOSHIMOTO Kazuhiko
SAIO Chikanori
GANNYO Hisamitsu

(Non-standing)

SETO Yuzo
MUNEKUNI Yoshihide
IKEO Kazuhito

TAKAHASHI Morikazu
INOUE Hidekazu
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4. Content of Operations

As of September 30, 2007, Japan Post engaged in the following operations, based on regulations in Article 19 of the
Japan Post Law (2002 Law No. 97).

Postal service operations based on regulations in the Postal Law

Postal savings operations based on regulations in the Postal Savings Law

Postal money order operations based on regulations in the Postal Money Order Law

Postal giro operations based on regulations in the Postal Transfer Law

Postal life insurance operations based on regulations in the Postal Life Insurance Law

Sells revenue stamps, consigned by the government

Pays retirement allowances and other government disbursements, consigned by the government

Issues New Year Lottery Postcards and Charity Donation postcards

Establishes and operates general announcements on postal savings and dissemination facilities

Handles placement of government bonds, etc.

Processes contributions to postal savings for International Voluntary Aid

Exchanges foreign currencies and purchases and sells travelers checks

Processes contributions to Disaster Voluntary Aid Account

Manages and controls defined contribution pension fund (limited to individual pension fund)

Establishes and operates postal life insurance policyholder welfare facilities

Handles treasury funds entrusted by the Bank of Japan

Federation of National Public Service Personnel Mutual Aid Association pension and lump sum payments

Administrative work involved in the sale of lottery tickets and payment to lottery winners

Handles operations concerning acceptance of applications for small-scale educational fund loans and grant of loans,

consigned by National Life Finance Corporation and Okinawa Development Finance Corporation

(20) Handles deposit and withdrawal operations for financial deposits, stipulated by the law related to the
entrustment and consignment of acceptance and payment of postal savings, deposits, etc.

(21) Handles operations provided for in Article 61, Paragraph 1 of the Defined Contribution Pension Law,
including acceptance of application for personal pensions, consigned by the Federation of National Pension Fund
Association

(22) Handles operations of local government authorities conducted based on regulations in the law concerning
handling of specified operations of local government authorities at post offices, and operations consigned by local
government authorities

(23) Handles applications for motorcycle liability insurance

(24) Handles operations contributing to the convenience of regional residents, consigned by NTT East and West,
successor to Kokusai Denden, specified in Article 5, Paragraph 1 of the supplementary rules to the
Telecommunications Business Law, or NHK

(25) Handles placement of beneficiary certificates of securities investment trusts

5. Address of Head Office and Regional Offices

M As of September 30, 2007

—_—— — — — — — — — —

3 About Japan Post

Zip code Addresses
Headquarters 100-8798 1-3-2, Kasumigaseki, Chiyoda-ku, Tokyo
Hokkaido Regional Office 060-8797 4-3, Kitanijo-nishi, Chuo-ku, Sapporo, Hokkaido
Tohoku Regional Office 980-8797 1-1-34, Ichiban-cho, Aoba-ku, Sendai, Miyagi Prefecture
Kanto Regional Office 330-9797 3-1, Shintoshin, Chuo-ku, Saitama, Saitama Prefecture
Minami-Kanto Regional Office 220-8797 1-1-3, Hiranuma, Nishi-ku, Yokohama, Kanagawa Prefecture
Tokyo Regional Office 106-8797 1-6-19, Azabudai, Minato-ku, Tokyo
Shinetsu Regional Office 380-8797 801, Kurita, Nagano, Nagano Prefecture
Hokuriku Regional Office 920-8797 1-1-1, Owari-cho, Kanazawa, Ishikawa Prefecture
Tokai Regional Office 469-8797 3-2-5, Marunouchi, Naka-ku, Nagoya, Aichi Prefecture
Kinki Regional Office 530-8797 3-9, Kitahama-higashi, Chuo-ku, Osaka, Osaka Prefecture
Chugoku Regional Office 730-8797 19-8, Higashishiroshima-cho, Naka-ku, Hiroshima, Hiroshima Prefecture
Shikoku Regional Office 790-8797 8-5, Miyata-cho, Matsuyama, Ehime Prefecture
Kyushu Regional Office 860-8797 1-1, Joto-cho, Kumamoto, Kumamoto Prefecture
Okinawa Regional Office 900-8797 26-29, Higashi-cho, Naha, Okinawa Prefecture
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6. Number of Post Offices by Prefecture

B As of September 30, 2007 Unit: post office, branch office
. Ordinary post offices Special post offices Branch
Regional Postal offices
' Prefecture | Collection-and-|Non-collection-and- Collection-and- | Non-collection-and- . Total
office delivery delivery Subtotal delivery delivery Subtotal | agencies loelpeirale
post offices post offices post offices post offices tabulation)
Hokkaido | Hokkaido 72 2 74 213 928 1,141 300 1,515 —
Aomori 11 — 11 55 201 256 95 362 —
Iwate 15 — 15 75 218 293 124 432 —
Miyagi 18 3 21 67 276 343 93 457 —

Tohoku | Akita 10 — 10 68 195 263 128 401 —
Yamagata 13 — 13 55 221 276 109 398 —
Fukwhima | 22 | — |22 103|307 | 410 | 116 | 548 | - =
Subtotal 89 3 92 423 1,418 1,841 665 2,598 _

Ibaraki 37 — 37 49 379 428 56 521 —
Tochigi 21 — 21 48 242 290 47 358 —
Kanto ngma 20 — 20 39 243 282 38 340 —

Saitama 52 2 54 17 553 570 19 643 —
(Chiba | 48 | L 49 | a7 | 597 | 644 | 34| 77 | 2|
Subtotal 178 3 181 200 2,014 2214 194 2,589 2

Minami- Kanagawa. 57 3 60 6 687 693 16 769 —
A Yamanashi | s — | 15 |1 0 | 176 | 186 | 66 | 267 | =
Subtotal 72 3 75 16 863 879 82 1,036 —
Tokyo | Tokyo 88 29 117 12 1,382 1,394 8 1,519 3
Niigata 32 — 32 70 433 503 149 684 1
Shinctsu| Nagano | 28 | 1 L 29| 76| 340 | 416 | 215 | 660 | - —
Subtotal 60 1 61 146 773 919 364 1,344 1
Toyama 20 — 20 18 174 192 79 291 —
Hokuriku Ishikawa 11 — 11 34 210 244 72 327 1
CFukai | 0| — 0 | 32| 168 | 200 | 33| 243 | - —
Subtotal 41 — 41 84 552 636 184 861 1
Gifu 24 — 24 76 255 331 102 457 1
Shizuoka 37 — 37 63 384 447 119 603 —
Tokai | Aichi 65 2 67 41 729 770 95 932 N -
Mie | 6 | — .. 6 | 55| 301 | 356 | 95 | 467 | - - 8
Subtotal 142 2 144 235 1,669 1,904 411 2,459 6 o
Shiga 14 2 16 28 185 213 32 261 — %
Kyoto 28 — 28 21 393 414 34 476 2 Q.
Osaka 69 8 77 5 1,012 1,017 31 1,125 6 T
Kinki | Hyogo 51 — 51 62 727 789 123 963 3 5
Nara 16 — 16 35 190 225 82 323 — ]
| Wakayama | 4| — | 4|36 | 213 | 249 | s4 | 317 | - - | 12
Subtotal 192 10 202 187 2,720 2,907 356 3,465 11 ™
Tottori 4 — 4 22 121 143 100 247 —
Shimane 9 — 9 66 182 248 122 379 —

Chugoku Okayama 23 — 23 69 327 396 114 533 4
Hiroshima 29 2 31 77 476 553 121 705 1
Yamaguchi | 20 | — | 20| sa | 280 | 334 | 65 | 419 | 2|
Subtotal 85 2 87 288 1,386 1,674 522 2,283 7
Tokushima 10 — 10 48 145 193 36 239 —

Kagawa 15 — 15 17 157 174 38 227 —
Shikoku | Ehime 18 — 18 42 257 299 81 398 —
CKochi | 4| L] 1S |30 | 184 | 214 | 94| 33| =
Subtotal 57 1 58 137 743 880 249 1,187 —
Fukuoka 54 1 55 39 621 660 97 812 —
Saga 13 — 13 28 125 153 40 206 —
Nagasaki 16 — 16 83 212 295 138 449 —
Kyushu Kgmamoto 18 — 18 76 297 373 178 569 —

Oita 16 — 16 58 234 292 94 402 —
Miyazaki 11 — 11 54 131 185 114 310 —
 Kagoshima | 22 | — | 2| tos | 309 | 44 | 283 | 719 | 2
Subtotal 150 1 151 443 1,929 2,372 944 3,467 2
Okinawa| Okinawa 13 1 14 21 145 166 20 200 1

Total 1,239 58 1,297 2,405 | 16,522 | 18,927 4299 | 24,523 34

Note 1: Showa Base post offices and post offices on ships are not included.
Note 2: The number of post offices includes ones that are temporarily closed.
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7. History

Date

Facts

April 20, 1871
January 1, 1875
January 2, 1875
May 2, 1875
December 22, 1885
March 1, 1906
October 1, 1916
June 1, 1949
January 6, 2001

April 1, 2003
October 1, 2007

Modern Postal Service Introduced

Government mail offices and mail handling offices renamed post offices

Postal Money Order Service established

Postal Savings Services inaugurated

Ministry of Communications established

Postal Giro Service inaugurated

Postal Life Insurance Services inaugurated

The Ministry of Posts and Telecommunications established

In accordance with the Central Government Reform, Ministry of Public Management, Home Affairs, and
Posts and Telecommunications (MPHPT) and Postal Service Agency established

Japan Post established

Dissolution of Japan Post (Privatization and split-up)

Succeeded by 5 Companies (JAPAN POST HOLDINGS Co., Ltd., JAPAN POST SERVICE Co., Ltd.,
JAPAN POST NETWORK Co., Ltd., JAPAN POST BANK Co., Ltd., and JAPAN POST INSURANCE
Co., Ltd.) and the Management Organization for Postal Savings and Postal Life Insurance

Annual Report 2007.9
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8. Relationships with Subsidiaries

Organizational Tree

Japan Post

Postal Services

Subsidiaries (19)

Subcontracting of mail transport

Subsidiaries (3)

Enclosing and sending of mail

Affiliates (12)

Subcontracting of mail transport

Affiliates (1)

Regular air cargo transport

Hokkaido Express Mail Transport Co., Ltd.
Asahikawa Mail Transport Co., Ltd.
Hokkaido Air Mail Co., Ltd.

Tohoku Express Mail Transport Co., Ltd.
Miyagi Postal Service Co., Ltd.

Chiba Mail Transport Co., Ltd.

Yamanashi Mail Transport Co., Ltd.

Japan Express Logistics Corp.

Tokyo Express Mail Transport Co., Ltd.
Tokyo Postal Co., Ltd.

JP Logi Service Co., Ltd.
DM Leading Co., Ltd.

Japan Mail Carriers Co., Ltd.

Joban Mail Transport Co., Ltd.
Kanagawa Mail Transport Co., Ltd.
Kanto Mail Transport Co., Ltd.
Tokyo Mail Transport Co., Ltd.
Nagoya Mail Transport Co., Ltd.

ANA & JP Express Co., Ltd.

As of end of September 2007

Japan Air Mail Co., Ltd.

Nagano Mail Transport Co., Ltd.

Chuetsu Mail Transport Co., Ltd.

Hokuriku Express Way Mail Transport Co., Ltd.
Tokai Express Mail Transport Co., Ltd.

Osaka Mail Transport Co., Ltd.

Kinki Express Mail Transport Co., Ltd.

Osaka Air Mail Co., Ltd.

Okayama Mail Transport Co., Ltd.

JP Biz Mail Co., Ltd.

Nichidai Transport Co., Ltd.
Oda Transport Co., Ltd.
Innoshima Mail Transport Co., Ltd.
Chugoku Express Mail Transport Co., Ltd.
Shikoku Express Mail Transport Co., Ltd.
Kyushu Express mail Transport Co., Ltd.

Postal Life Insurance Service

Subsidiaries (1)

Subcontracting of policyholder
welfare facilities management

Urayasu Kampo Life Center Co., Ltd.

Other item common to all Japan Post

Subsidiaries (1)

Subcontracting of operation
and management of shared
computing equipment

Affiliated public-service
corporations (16)

Supplementation of Japan Post’s
public relations operations

Support for Japan Post’s public relations
activities through publication of newspapers

(*)

+++ Consolidated

-+ Non-consolidated

Sogo Computer Service Co., Ltd.

Teishin Association

Society to Promote Communications and Culture

Teishin Dosokai

Retired Postal Workers Union

All-apan Federation of Special Post Offce Masters' Assocations
Special Post Office Masters’ Association of Hokkaido
Special Post Office Masters’ Association of Tohoku
Special Post Office Masters’ Association of Kanto
Special Post Office Masters’ Association of Tokyo
Special Post Office Masters’ Association of Shinetsu

fice Masters’ Association of Tokai
fice Masters’ Association of Kinki
fice Masters’ Association of Chugoku
fice Masters' Association of Shikoku
fice Masters’ Association of Kyushu
fice Masters’ Association of Okinawa

Special Post O
Special Post O
Special Post O
Special Post O
Special Post O
Special Post O

* Companies where former Japan Post officers account for at least one third of the officers, and are affiliated public-service corporations.

Note 1: The Special Post Office Masters’ Association of Hokuriku, which was an affiliated public-service corporation until the previous fiscal year, is not
listed because starting in fiscal year under review the number of officers who have experience working in a public corporation dropped below one-
third of the total number of officers.

Note 2: Urayasu Kampo Life Center is a directly capitalized (51% share) subsidiary of Japan Post. Although the operations of its associated facilities were
partially outsourced, all of those facilities were abolished while Japan Post was still a public corporation, and the company was dissolved on January

25, 2008.

Note 3: Sogo Computer Service Co., Ltd. was dissolved on March 21, 2008.
Note 4: Japan Express Logistics Corp. acquired Tokyo Express Mail Transport Co., Ltd. on October 1, 2007.
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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

4 Data
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Outline of calculation of
expenses by mail class

L

Expenses of post offices are
divided by work processes

First class

Second class

Third class

Letter post

such as acceptance at the v
window, collection through ]
mailboxes and delivery <
classification, based on the | 9
ratio of working hours. Expenses by work E
process are divided by Fourth class [S)
mail class based on the =
number of mails handled, I
amount of work, etc. —
Special
handling
Expenses of the As for third-class mail and others, Parcel post
administrative division expenses are divided in the same way 4]
are divided by mail class as the first- and second-class mail. e
based on the ratio of . . . (o)
income, etc. [ Expenses by mail ] International mail =
class are totalized. w
=)
c
\ J )
£
()
o
©
c
A%}
=
N
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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4 Data

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)
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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)

Annual Report 2007.9

Note: Changes are the differences between the amount at the end of FY 2007 and FY 2006.

FiscaL 2007 wAS THE 6 MONTHS FROM APRIL 1, 2007 TO SEPTEMBER 30, 2007.




(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
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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

4 Data

64  Annual Report 2007.9 FiscaL 2007 wAS THE 6 MONTHS FROM APRIL 1, 2007 TO SEPTEMBER 30, 2007.



(Classification by service item) (Classification in
service areas)
1) Classification by
service area, when this
can be specified.
Common
expenses
1) Classification by
service item, when 2
this can be £
specified =
P! . 2) When related to two or =
more service areas, o
> classify by each service I
area in accordance with -
the appropriate standard.
Classification
= in Postal Service
area
Expenses 4]
) Wh lated required Classification o
. . s
) en re'ate' to two or i — in Postal Savings S qu:
more service items, . S Pl area ostal Life -
classify by each service brsfiness Insurance c
. . . ficati Service &
item in accoFdance with operations Classification £
the appropriate standard. = in Postal Life )
Insurance area ?
=
N
=
7]
[e]
o
C
[\
Q
\Y
=
d
-}
[®]
K]
<
m
\Y]
d
[\
(a]
<+
FiscaL 2007 wAS THE 6 MONTHS FROM APRIL 1, 2007 TO SEPTEMBER 30, 2007. Annual Report 2007.9

65




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
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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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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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