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Profile of Japan Housing Finance Agency (JHF)
Establishment: April 1, 2007

Mission: Japan Housing Finance Agency (JHF) strives to provide smooth and efficient provision of funds
necessary for constructing houses and thus contribute to stable living and enhanced social welfare of the
Japanese citizens by purchasing mortgages to assist lending of funds necessary for constructing houses
provided by general financial institutions and lending funds required for constructing buildings for disaster
recovery to supplement lending by general financial institutions.

Capital: 711.73529 billion yen (as of the end of the fiscal year 2014; 100% of the capital is provided by the
Japanese government.)

Number of directors and employees: 920 (as of April 1, 2015)

Operations: Securitization support, housing loan insurance service, loan origination

Offices: Head office: 1-4-10 Koraku, Bunkyo-ku, Tokyo, Japan 112-8570
Branches: 11 branches in major cities nationwide (as of April 1, 2015)

Size of mortgage portfolio: 24.9585 trillion yen (as of March 31, 2015)

. This booklet is a disclosure material prepared based
on the “Law Concerning Access to Information Held
by Incorporated Administrative Agencies.” (Law No.
140 of 2001).

2. Figures in this booklet

(1) Rounding of figures

Amounts are rounded to the nearest unit.
Percentages (%) are rounded off at the second
decimal point in principle. Thus, a figure in the total
section may not equal the sum of the itemized
amounts.

(2) Indication method
Items with values less than the unit are indicated as
“0” while items with no statistical figures are indicated
as “-.”

. Information on Japan Housing Finance Agency (JHF),
including that on this booklet, is available on the JHF
website (http://www.jhf.go.jp).
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Message from President

We appreciate your continued interest and
kind consideration.

Four years have passed since the Great
East Japan Earthquake. The Japan Housing
Finance Agency (JHF) has made efforts to help
restore the livelihoods of those affected by
the earthquake from the financial perspective
by repayment method modification and loans
for recovery from disasters. We have held
consultation sessions on housing restoration
in various areas in cooperation with local
governments and architect associations in
order to provide detailed support for demands
of those affected. In addition, we started in the
last fiscal year to hold consultation events in
collaboration with private financial institutions.
While housing lots provision began in earnest
along the coast of lwate Prefecture, we
established the Sanriku Reconstruction Support
Center in Kamaishi City as a part of our efforts
to make a system to offer loan consultation
services more promptly, and we have improved
convenience of affected people by providing
community-friendly consultation services. We
will continue supporting and contributing to
restoration from the disaster in cooperation with
local communities.

Furthermore, based on our experience
responding to the Great East Japan Earthquake
and frequent natural disasters in recent years,
JHF is reviewing existing agreements with
local governments and initiating efforts to
conclude new “agreements to cooperate for
quick housing recovery at the time of disaster”
with them to further strengthen collaboration
even in normal times. We will keep working
with prefectures and other local governments
to have stronger cooperation so as to make
the most of our knowledge and experience
acquired during the Great East Japan
Earthquake when we will cope with disasters in
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the future.

“Flat 35” meets the demands of customers
who want mortgages with fixed interest rate
throughout the loan duration, and it was utilized
for 670,000 houses with 11 trillion yen in
outstanding balance from the beginning of the
operation in October 2003 to the end of the last
fiscal year. We will keep making full efforts for
“Immediate Economic Measures for Extending
Virtuous Cycles to Local Economies”, Cabinet
Decision, December 27, 2014 and contribute to
vitalization of the housing market and promotion
of quality housing. This April, we started
offering “Flat 35” for reform loans, only when
customers purchased the existing houses and
renovated them at the same time to enhance
the convenience of customers. Through these
activities, we will contribute to addressing
of issues on housing policies including the
formation of high quality housing stock and
vitalization of the resale housing market.

The total amount of mortgage-backed
securities (MBS) issued to finance for “Flat
35” exceeded 20 trillion yen. It is expected to
have the 100th issuance within this fiscal year,
and it is highly regarded as benchmarking
of the securitization market. We will make a
contribution to development of the securitiza-
tion market in Japan by stably issuing MBS and
enhancing the benchmarkability.

We recognize that JHF has two roles, while
considering role-sharing with private financial
institutions. One is a provider to offer technical
support utilizing our knowledge and experience.
The other is an originator to finance funds for
important projects from the policy perspective,
including improvement of living condition
in urban areas with a high concentration
of structures, reconstruction and seismic
upgrading of deteriorated condominiums
and construction of serviced rental housing



for the elderly. We will actively support local
revitalization from the financial perspective by
collaborating with local communities to meet
their demands in the serious social issues
of the decreasing population and the aging
society with declining birthrate.

Eight years have passed since JHF became
an incorporated administrative agency. Through
the years, we have implemented various
management reforms and steadily achieved
targets including discontinuance of subsidies
from the national government and dissolution
of loss carried forward in the securitization
support business. The Act on General Rules
for Incorporated Administrative Agencies
was revised in April 2015, and incorporated
administrative agencies are required to exhibit
their functions to implement policies under
stricter governance and autonomy.

JHF will continue making efforts to enhance
internal governance that we have squarely
addressed and keep transparent and efficient
management with the strengthened audit
function and by obtaining opinions on our
business management from the “Business
Management Review Committee” consisted
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of neutral and external experts. We will take
measures against the aging society with
declining birthrate and large-scale disasters
and tackle local revitalization in order to supply
liquidity in the housing finance market and
contribute to the improvement of housing
in our country. As an agency to implement
government policies, we will also proactively
address important issues such as vitalization of
the housing stock market to form high quality
housing stock. Our directors and employees
determine to strive to be an essential organiza-
tion for Japanese society and citizens.

We would like to request kind understanding
and support by customers and other stake-
holders including private financial institutions,
housing businesses, local governments and
investors.

July 2015
Toshio Kato

ik )%

President
Japan Housing Finance Agency (JHF)
Incorporated Administrative Agency
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°e+ Business Summary

JHF focuses on the securitization support business to support provision of fixed-rate housing loans by private
financial institutions, but also provides a housing loan insurance service to promote smooth provision of private
housing loans and a loan origination service in areas that are important from the policy perspective, yet difficult for
the private sector to handle.

JHF makes efforts to enhance living standards and fulfills its corporate social responsibility (CSR) by smoothly
and effectively supplying housing loans necessary for construction of houses to support people’s lives.

1 Securitization support business (provision of Flat 35)

Support private financial institutions to supply fixed-rate housing loans through the following programs:

- Flat 35 (Purchase Program): JHF purchases fixed-rate housing loans from private financial institutions and securitizes them.

- Flat 35 (Guarantee Program): Private financial institutions securitize fixed rate housing loans insured by JHF, and
JHF guarantees interest and principal payment of MBS to investors.

2 Housing loan insurance business

JHF supports smooth supply of housing loans by private financial institutions by paying insurance to those institu-
tions based on the insurance policies concluded beforehand if those housing loans should default due to unex-
pected situations.

3 Loan origination business (policy-related loans including loans for disaster recovery and town development loans)

JHF supports housing-reconstruction loans in areas affected by the Great East Japan Earthquake and other natural
disasters, urban development projects and projects that help update urban functions and improve disaster-resilience
including rebuilding of condominiums and enhancing anti-seismic strength, and promotion of rental housing for stable
living for families with children and the elderly via direct loan origination by JHF.

4 Group credit life insurance business

This insurance system provides security for borrowers of Flat 35 (Purchase Program) or JHF originated loans. If
the borrowers who have joined this system should die or incur a serious disability, the outstanding loan balance is
offset by the insurance paid by life insurance companies or other means.

5 Promotion of quality housing

JHF helps improve living quality using its own technical criteria for housing, which are set as one of the require-
ments for Flat 35 and JHF originated loans.

6 Management of outstanding loans

JHF appropriately manages outstanding loans through fine and careful responses, such as modification of loan repayment terms
for borrowers who have difficulty in making mortgage repayments, while reducing delinquent loans.

7 Research and surveys on housing finance

JHF conducts research and surveys on domestic and overseas housing finance markets.

Results of FY2014 Initial plan for FY2015
Securitization support Purchase Program: 1.6722 trillion yen (64,770 houses) Purchase Program: 3.01083 trillion yen (117,000 houses)
business (Provision of Flat 35) | Guarantee Program: — Guarantee Program: 25.7 billion yen (1,000 houses)

Insurance contracts: 126 institutions, 297.4 billion yen
Insurance effected: 29,340 cases, 219.1 billion yen insurance contracts: 453.8 billion yen
Insurance continuing: 135,768 cases, 2.2209 trillion yen

Housing loan insurance
business

Loan origination business 174.5 billion yen (17,896 houses) 378.1 billion yen (28,310 houses)
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‘ Business Summary | Mission Statement

555 Mission Statement
o) 529Cs <
Based on independent, transparent
and efficient management,
and in pursuit of the creation of customer values,
%% we provide various kinds of financial services %5
{l )

to support liquidity in the housing financial market,
and thus contribute to improvement

of housing in our country.

polca ©

Logo concept

(FEERISZIERS

Japan Housing Finance Agency

| |

Pillars supporting the roof are represented by letters J, H, and F. The horizontal line repre-
senting the ground is intended to create an uplifting feeling, and the sphere symbolizes se-
curity and expanse. The green color represents growth and vitality. The logo symbolizes the
fusion between JHF and the world of housing.

*JHF is an abbreviation of Japan Housing Finance Agency.
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Activities of JHF

o oo Providing fixed-rate housing loans through

e o o collaboration with private financial institutions

“Flat 35” is the fixed-rate mortgage that JHF offers to people through collaboration with private financial institutions.
Because the fixed-rate mortgage is a type of loan that the borrowing rate and the amount
of installments are fixed to maturity when the loan is closed, it helps customers to make SEEEREHOERD

¥
long term plans for their living. [75 v |-35]

)
Four merits
of “Flat 35”

(D Safe because interest rate is fixed to maturity @JHF’s technical criteria to support housing

® No guarantee fee and no fee for prepayment (@ Extend consultation during the repayment period

Financial
Customer (MDApplying for institutions  ®sSelling housing Investors
Flat 35 . loans . ®lssuing MBS
P L LIl P > % »
" (@Disbursement of Ll ~(@Reimbursement for ' (®Proceed for MBS
Flat 35 purchased housing loans
| - | . '
(®Repayment ” @Delivery of g = (0Pass-through
recovered money 1;%351*5%%*% payment of
lapan Housing Finance Agency incial &
Applying for principal
inspection of Issuing compliance interest to
construction certificats (@Entrusted !VIBS
housing loan investors,
as collateral

(®Collateral for MBS
Inspection institutions.

Trust banks, etc.

il B

<Trend of applications for “Flat 35” and interest rates*'>

Unit: house Unit: %
25,000 r3
The lowest interest rate 23,482 Termination of -1.0% interest-rate _—
of “Flat 35 (Purchased reduction in the end of Sept. 2011 The ﬂiﬁ?zggf‘?feﬂlzzggs for
Program)” *2 21,409 | (41.0%— A0.3%) 2.8
(Right scale) 22,500
20,000 | End of “Flat 35S” in the end of Oct. 2012 oFlat 355 [ Overall “Flat 357
259 20227 (A0.7%— A0.3%) Log
“Immediate Economic Measures for
TG (524 Extending Virtuous Cycles to Local 2.4
15,000 | 14536 Economies” Eligible for loans distributed
' 14780 I after Feb. 9th 2015. 13,578
1‘11 [ ] ! (A0.3%—>A0.6%) Lo
11,869 i | 9,819
[ ] ]
2,06 L
10,000 -| I I 12,715 2
Start of "Flat 358 Eco”. [ ]
8,938
Eligible for loans since 6,896 8,584 1.8
Dec. 2011. | I '
5000 (A0.3%—>A0.7% (A 5441
el 1.0% for a disaster-af- 5,59 I L1
fected 4,366
fected area)) 147
1.4
0 1.87
I I [
FY2010 FY2011 FY2012 FY2013 FY2014

*1 Total number of houses applying for “Flat 35 (Purchased program / Guarantee program)”.

*2 The lowest interest rate among those offered by financial institutions in a case that duration of loan is between 21years and 35 years (of which
90% or lower rate after February 2014 as interest rates vary according to its loan-to-value ratio (90% or lower, or over 90%). Many financial insti-
tutions set lower interest rate to the loans with 20 years or less maturity than those with 21-35 years.

i ¥ - H Adjustable-rate
Interest rate desired by prospective loan-applicants F N oicto

37.9% )

(Source) JHF “The third survey of
recipients of private-sector
housing loans in FY 2014 targeting
prospective loan-applicants
(conducted in February 2015)”

Hybrridr ARM
38.9%

More than one-third of prospective loan-applicants de-

sire fixed-rate mortgage.
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Providing fixed-rate housing loans through
collaboration with private financial institutions

Promotion of High Quality
(such as Energy-Efficient) Houses

Research and Survey on Housing Finance
and Dissemination of Information

*++ Promotion of High Quality (such as Energy-Efficient) Houses

[ X X )

“Flat 35S” is a system in which lower interest rates
are applied for a certain period for customers who
applied “Flat 35” to purchase high quality housing in
terms of energy saving, earthquake resilience, etc.

JHF promotes high quality house thorough provid-
ing “Flat 35S”.

ﬁ;;.;: 5o o) ®Use heat-installation

s ©
I @Equip windows and doors

<Four performances targeted by “Flat 355”>

Housing with high energy-efficient Housing with excellent
performance earthquake-resilience

materials sufficiently. (Fit
heat insulating material with
no space between the
frameworks of the house)

®Securing wall quantity and
.balance layout
Strengthen joint parts of
e &% building frames
a ) @ Strengthen foundation, etc

Proof against decay and
termite

Ensure ventilation in the
roof frame and under the
floor (Attic and underfloor

with double device, etc.

Housing with excellent barrier-free

=

@
% o 9 on the same floor)
X R £ ®lnstall handrails
IV

performance

©Ensure that there are no
different levels on the same
floor (Elimination of steps

Ty ®Make sufficiently wide
corridors, etc.

quality houses such as energy-efficient house.

80% 78.6%

70%

60% 55.9%
50%

40%

30% 24.1%

20%

About 60% of newly build houses (detached houses) that applied for “Flat 35” were energy-efficient houses.

Thanks to the promotion of “Flat 35” and “Flat 35S”, the range of energy-efficient housing” for housing indus-
tries has been expanding. The share of energy-efficient houses were increased from FY 2010 to FY 2012 due to
a substantial interest rate reduction. Also, in response to the emergency economic measure, JHF expands the
reduction range of interest rate on “Flat 35S”, eligible for loans disbursed after Feb. 9, 2015 and is promoting high

<“Flat 35” Share of houses meeting energy-efficient housing among applications for detached houses to be newly built>

61.2% 59.1%

k FY2009 FY2010 FY2011 FY2012 FY2013

61.8%

*Houses (detached houses to be newly built)
FY2014 meeting energy-saving criteria of “Flat 35S”)

N\

*++ Research and Survey on Housing Finance and Dissemination of Information

JHF conducts researches and surveys on domestic and overseas mortgage markets, including “Customer Survey on

Flat 35 Users”, and proactively disseminates these information.

<Contents of Major Surveys>

(1) Customer Survey on Flat 35 Users (Twice a year)

(2) Survey on new origination volume and the outstanding loan
balances by type of lenders (Quarterly)

(3) Actual condition survey on private-sector housing loan users
*Usage status by type of borrowing rate (Once every two

months)

(4) Actual condition survey of private-sector housing loan users
(Three times a year)
(@ Private housing loan recipients version

“Housing Finance Markets in Southeast Asian Countries”

JHF researched on housing finance markets of six Southeast Asian markets (Thailand, Malaysia,
Indonesia, Philippines, Myanmar, and Vietnam), in which many Japanese companies are operating,
through hearing with governmental financial institutions and experts of each country. The results were
compiled in an English-language brochure. Also, by summarizing similarities and differences among
countries and introducing the housing finance market in Japan at the end, it contributes to giving of-
ficers in charge in each country better understanding to the system of other countries.

@ “Flat 35” recipients version
(® Prospective private-sector housing loans recipients ver-
sion

(5) Actual condition survey on refinance of private-sector hous-
ing loans (Once a year)

(6) Consumption-expenditure survey on the home buyers

(7) Survey on bank lending of private-sector housing loans
(Once a year)

o==

s Firares Uasats
Southeas! Asan Countnes

Disclosure Booklet 2015 7

dHr noqy

>
2
=
=r
[v]
(7
=]
9
(=
I
M

29uUBUIBAOY) a1el0di0)

.

T ssauisng 4Hr JO sjieleq

ejeq |edueuly

(



Support for reconstruction from the Great East Japan Earthquake

I Support to rebuild housing of those who were affected by disasters (Loans for recovery from the disaster, etc.)

JHF provides disaster-recovery loans (loans for recovery from the disaster) as well as loans to repair housing lots

where such lots are damaged (loans to re-
cover housing lots). We lower the interest
rate (0% p.a. for the first five years for con-
struction and purchase) and extend the grace
period and loan maturity. We received 14,924
applications for disaster-recovery housing (
loans and disbursed for 11,406 houses (both

totals as of March 31, 2015).

As of July 1, 2015

Support for People’s Return to Zones
where Evacuation Orders have been
Lifted (Related to the Revision of Act

applied to loans
for recovery from

Interest rate )
the disaster

A

Regular interest

Image of (Phased) Interest-Rate Reduction (for construction and purchase)

rate: 1.10%

0%

Lower to 0%

Lower by 0.53% p.a.

»

Year 5

Year 10
J

" Duration
) period

Lower to 0% for
the first 5 years

Y

Years 6-10
Lower than regular

interest rate
(Lower by 0.53% p.a.)

on Special Measures for Fukushima Reconstruction and Revitalization)

Y

Year 11 and thereafter
Regular interest rate

In case people return to zones damaged by nuclear
disasters after evacuation orders on the zones have
been lifted and reconstruct their houses by using di-
saster-recovery housing loans, “victims’ certificate”
that verifies his/her previously inhabited house was
damaged was required before. JHF, in response to the
revision of Act on Special Measures for Fukushima
Reconstruction and Revitalization that came into ef-
fect in May 2015, and to support people’s return to the
zones where evacuation order have been lifted, now
makes people who lived in the zone as of March 11
2011 eligible to apply disaster-recovery loans for the
purchase or build house in the city including the said
zone without such certificate.

<Handling of disaster-recovery housing loans
(The revised parts are shown in the red frame)>

Situation of the place of residence

Place in which

: ; Situation of houses will be built i 1o
:R g t;";: ofﬂlsggﬁ; evacuation orders on or purchased applying disaster-re-
s of Mar. 11, the day of applying covery housing loans

Submission of victim

Zones that are
subject to an
evacuation order

Zones that the evacu-

ation order is not yet

lifted.

eDifficult-to-return
zone

sRestricted residence
Zone

eZone in preparation
for the lifting of the
evacuation order

In a city, town or
village which is same
as the place of
residence at the time
of disaster

In a city, town or
village which is
different from the
place of residence at
the time of disaster

Not required

Zones where
above-mentioned
evacuation orders
have been lifted
eZones where
evacuation orders
have been lifted

In a city, town or
village which is same

as the place of equ s.d_'NOt
residence at the time required

of disaster

In a city, town or

village which is

different from the Required

place of residence at
the time of disast

I Support for customers who are paying outstanding loans (Special measures for modification of repayment method)

JHF has deferred repayment of loans in whole or in part, extended the repayment period and lowered the interest rate
for the grace period for those affected by the disaster. We have approved a total of 6,014 cases for modifying the repay-
ment method (as of March 31, 2015).

We also properly respond to the Guidelines for Individual Debtor Out-of-Court Workouts and assist self-help-based
re-establishment of livelihood and businesses. The repayment plan has been formulated for 308 of 355 loans for which
the application of the Guideline has been submitted (both are cumulative total figures, as of March 2015).

<Modification of repayment method for those affected by the Great East Japan Earthquake>

Repayment method

modification Grace period Extension of repayment period Lowering of interest rate* during grace period

Damaged rate

Less than 30%
30% to less than 60%

1 year 1 year Lower rate (regular interest rate — 0.5% or 1.5%)

Up to 3 years Up to 3 years Lower rate (regular interest rate — 1.0% or 1.0%)

60% or more Up to 5 years Up to 5 years Lower rate (regular interest rate - 1.5% or 0.5%)

* Interest rate is per annum.
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Support for reconstruction from the Great East Japan Earthquake

I Consultation session for housing reconstruction have been held many times.

In cooperation with national and local governments, JHF has provided local consultation on housing reconstruction
for people in the disaster-affected areas since the occurrence of the Great East Japan Earthquake (1,322 consultation
sessions were held in total from the end of March 2011 to the end of March 2015.)

Together with the lwate Prefectural Housing Support Council, Miyagi Housing Development Promotion Council for
Reconstruction and Fukushima Prefectural Housing Support Council, we have held regular consultation sessions in
Iwate, Miyagi and Fukushima prefectures since April 2013 respectively, on various issues as part of a one-stop service
including loans and financial plans as well as housing plans and various subsidy programs.

Also, in cooperation with private financial institutions, we have visited various affected areas and held consultation
sessions in these areas.

In addition, JHF established the Sanriku Reconstruction Support Center in Kamaishi city and established a system
that offers more prompt response to consultations on loans.

<A consultation session> <Results of local consultation sessions in Tohoku Area
(March 2011 - March 2015)>

[Aomori pref.]
Number of consultation sessions: 2 times
Number of consultors: 5 cases

[lwate pref.]
| Number of consultation sessions: 227 times
Number of consultor groups: 1108 cases

[Miyagi pref.]
Number of consultation sessions: 977 times
Number of consultor groups: 5557 cases

[Fukushima pref.]
Number of consultation sessions: 116 times
Number of consultor groups: 423 cases

Support for earlier housing start in housing complexes covered by recovery projects such as
the project to promote the resettlement of communities to more disaster-resilient areas.

To make smooth implementation of “Shortening of period from site preparation to housing construction by earthquake
survivors” written in “Measures for acceleration of housing reconstruction and recovery town development (the fifth
steps)” (Announced by Reconstruction Agency on May 27, 2014), JHF, through collaboration with national and local
governments, created a scheme that enables JHF to lend to people affected by disasters before the completion of land
registration of parcel subdivision of housing lots made by the projects to promote the resettlement of communities to
more disaster-resilient areas or other means by setting secure procedure to register lien upon land after transfer of title
of the said land.

By this measure, we support in earlier housing start by people affected by disasters.

<Scheme for ealier housing start>

(Ordinary flow) (Earlier housing start’s flow)
Completion of residential land develoy t works JHF delivers loans before completion of registration of parcel
N2 subdivision to support earlier housing start
Application for registration of Parcel Subdivision 1

Delivery of loan

Earlier housing start Payment of purchase price of land (Land transfer)
v
Ll ekl > Housing start
12

Completion of registration of parcel subdivision Completion of registration of parcel subdivision

1
1
i
1
Registration of Payment of purchase : Registration of ownership transfer
ownership transfer price of land (Land transfer) : Registration of lien
Registration of lien > Delivery of loan :
¥ : Working with local governments, JHF applys for registration of
. 1 ownership transfer and registration of lien simultaneously.
Housing start ===
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*++ Provides loans for which societal demand is expected to grow, and

Rebuilding housings affected by disasters Loans for recovery from disasters |- ©0000000000000000000000000000000 00

JHF provides low-interest loans for people whose houses are damaged by natural disasters such as earth-

quakes, torrential rain, gusty winds and typhoons as well as the Great East Japan Earthquake to build, purchase or
renovate their houses. We also provide loans for the ground works together with residential structures when hous-
ing lots are damaged due to collapse or liquefaction, etc.

Sl BRI el == T Loans for serviced rental housing for the elderly | R X

JHF provides loans to business operators who build serviced rental housing for the elderly or purchase residen-

tial-purpose real estate to convert it into such housing that contributes to stable living for the elderly.

Serviced rental housing for the elderly

This refers to barrier-free rental housing that encompasses services such as monitoring and nursing care for the
elderly, which was introduced when “Act on Securement of Stable Supply of Elderly Persons’ Housing” was revised
in 2011. It is rental housing that meets the registration criteria, and is registered with the municipal government.

It is supported by governmental subsidies, preferential tax treatment and policy-related loans.

GExample) \
Apartment complex name: “Miraia Court Miyanomori”, Sakura, Chiba Prefecture, completed in Feb. 2015

<Building appearance> <Living room> <Inside of a bedroom>

U elela o) e =T =Ty [0 f e 16 [(=131 Loans for energy-saving rental housing for house holds with small children |< <<«

JHF provides loans for business operators for construction and other purposes to promote the supply of energy-ef-
ficient rental housing capable of accommodating families raising children.

GExample) \

Apartment complex name: “CRYSTA KYOTO”, Minami-ku, Kyoto, Kyoto Prefecture, completed in Mar. 2015

<Building appearance> <multipurpose space> <Inside of a room>
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| Provides loans for which societal demand is expected to grow, and which are difficult for private financial institutions to originate

which are difficult for private financial institutions to originate

Developmentofsaferesidentialareas Town developmentloans |--ooooo-.o---ooo-o.oo--oooo-o.o---ooo--.oo--u

JHF provides loans for the following projects to secure disaster-resilience and improve living conditions in urban

areas with a high concentration of structures to promote rational land use:

* Rebuilding old condominiums (including sale of the land)

+ Disaster-prevention block improvement projects and projects to rebuild rental structures in core city centers with
a high concentration of structures

 Urban redevelopment projects, etc.

+ Joint rebuild projects in urban areas with a high concentration of structures, rebuild of buildings that conform with
the wall retreat criteria in district plantings.

The share of JHF loans to develop towns The ratio of projects that received JHF loans to develop
in urban redevelopment and other projects*. towns among urban redevelopment and other projects* for
which the correct conversion plan was approved.

(From ApriI 2007 until March 201 5) 27 ° 5 % *Urban redevelopment and other projects to develop disaster-prevention

areas with housing implemented by private business operators, etc.

Urban redevelopment project \ Project to rebuild condominiums \
(Example) (Example)
Project name: “The First Class Urban Rebuilding Proj- Project name: “Machida Yamazaki Residential Condo-
ect in Sakae and Tokiwa Area”, Sasebo, Nagasaki Pre- minium Reconstruction Project”, Machida, Tokyo,
fecture, Completed in Sept. 2014 completed in Sept. 2009

<Before reconstruction> <After reconstruction>

[

Ll ilerg et ooy e Lol Tyl 1101 =i0e 101 (45| Loans for renovating shared parts of condominiums | eeccceccccscccccceccccee

JHF provides loans for condominium management associations and unit owners to repair exterior walls and

others to help them address deterioration and enhance their anti-seismic strength.

e e BT ol i o = [ 102 (o] Special repayment system for the elderly (reform loan/town development loan) | coee

This system is available for elderlies to build barrier-free housing or to purchase housing in condominium recon-

struction projects. In order to reduce the burden of monthly payments, elderlies are required to repay only interest
until the time of their death and repay the remaining outstanding loan amount at the time of their death.

[ lel ol le =gl e (LE LG ES T (4= Reform loan (earthquake resistance improvement) } eecccccccccscscsccccccscscce

JHF provides loans for seismic strengthening aiming to improve earthquake resilience of housing.
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Strengthening operating foundations to be an organization that

I Financial Conditions and others (FY2014 Settlement)

Status of major assets <Outstanding balance of purchased loans and other loans>
(Units: 100 million yen)
450,000
The balance of “Flat 35 (Purchased loans)” at 421,602
. o Loans (Outstanding Loan Management Account)
the end of FY2014 was appFOXImately 12 trillion 400,000 381,638 Loans (Except Outstanding Loan Management Account)
Purchased loans
yen. 350,000 340,678
The balance of the purchased loans has been 317,846
. . 299,654
increasing year by year and now accounts for 300,000 280,541
about half of the balance of the housing loans 250,000 200009 rerar
that JHF holds. T .
_ J 200,000 283175 236456 197020 165135 ygqq.5 18144
- 150,000
Status of major debts e
15579 . 14845 _nmne e
.. . . 100,000 16,535 .-~ i
The fundraising from the financial market 7o [ . .
. . . a [ 116,394
through issuance of MBS has increased in ac- 50000 o iezee 1098 L esos 89827 e | ’
H H 13 ” ' 177 ] [ ’ ! !
cordance with the business growth of “Flat 35”. 27817 92863 40540 ' '
. . . 0 The end of
Meanwhile, borrowings for Fiscal Loan Funds, Tt s v Tams TR e e o
which is the borrowings from Japanese govern-
ment, has been declined due to the decrease of i .
. <Outstanding balance of bonds and borrowings>
the balance of Outstanding Loans Management (Units: 100 il
s: 100 million yen)
Account. 450,000 puymmpn, _ _
\ / Borrowings from Fiscal Loan Fund
400,000 388,876 Other bonds, etc.
362,864 I\SABI;S
Status of profit and loss 350,000 T
. . 307,959
JHF posted gross income of 282.4 billion yen 300,000 292,968 o
for the overall agency. ' 254,290
9 250,000 324619 281,931 s 561
214,204 175,205 152,646 131109
<Securitization Support Account> 200,000 ' 109,885
JHF, though increase of the balance of pur- 150,000
chased loans and appropriate loan management _ A Bl gyl
) . “777 18,589 15,271 b :
and so on, posted gross income of 78.9 billion 100000 s Tasgaa. o : !
. . . . AN 7,209 11,251 I 1
yen in Securitization Support Account. Yet, the 50000 | N psos 49690 ey 101297 1055 togns 10462 !
profit is counted as the reserve under Article eg013 /G114 8414 ’ : ;
0 e o ]
441 Of the ACt on General RU|eS fOI’ lndependent The end of The end of Theendof Theendof Theendof Theendof Theendof The end of
.« e . . FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014
Administrative Agency with approvals from the
competent ministers to be prepared for future
emergence of risk. As the result, JHF posted the <JHF’s profit and loss etc.>
reserve fund of 145.8 billion yen. (Units: 100 million yen) —
. 5,000 Securitization Support G
As the cost tends to emerge later than earnings 4.000 Gross income or loss () Account 78.9 billion yen |
as for the credit risk of the securitization support 3.000 Surplus carried forward or 2,824
. . ’ loss carried forward (4) PR 2,459
business (Purchased Program), the loss in the lat- 2,000 . ' 1576
ter half is offset by the profit in the first half of loan 1,000 ’
period. So surplus in the first half is pooled as re- 0 B =
serve and the reserve may be reduced to com- 41,000 A792
A2,000 atsed 1 aqz7y 41468 Outstanding Loan
pensate for the losses that occur later. AS'OOO ’ ' e Management Account
) /a0 176 billion yen
. 44,000 A3,720
<Outstanding Loans Management Account> 45.000
JHF posted grOSS proflt Of 176 b|”|0n yen in ' FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014
Outstanding Loan Management Account due to The first mid-term target period Ui izf;;’;dpg"r‘iggefm
appl’Opl’Iate |Oan management. By thIS, the IOSS *The surplus carried forward in FY2014 includes a reserve fund of 145.8 billion yen (after appropriation of profit for the
. - year) in preparation for the emergence of future credit risk in Securitization Support Account as well as a reserve fund
carried forward turn to 108.4 billion yen. of 304 billion yen for the group credit life insurance business
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‘ Strengthening operating foundations to be an organization that can implement effective and efficient business operation

can implement effective and efficient business operation

I Business Operation Optimization

In the housing loan market, JHF has been working on the efficiency of business operations and improvement on finan-
cial contents in order to promote support and complement of private financial institutions under autonomous manage-
ment. As a result, JHF has achieved ahead of schedule its goal of eliminating loss carried forward during the second
mid-term target period, in regards to the revenue and expenditure in Securitization Support Business, etc.

Formulation of Eslablimrgenl cl
a management Aok 2007
restructuring plan R
Jul 2005

Launch of the
securitization support

business Oct.2003
FY 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Contents of the management restructuring plan
Anticipated income and expense of the Single-year profit by the Elimination of loss carried forward R
I . last fiscal year of the first Achieved by the last fiscal year of the ENEYER/MULS EI
securitization support business, etc. mid-term target period second mid-term target period of FY 2012
Improvement of Outstanding Loan Early redemption of monies borrowed from FILP by Steady reduction in loss carried forward
securitizing outstanding loans and improving single-year through appropriate loan management
Management Account related to income and expenses to abolish government subsidies prior - and collection
the loans of the Former GHLC to the final FY of the first mid-term target period.
Reduction of full-time . At the end F of full-time employ At the end
Advanced reduction Employees CEE of FY 2011 (ResteiEn i Erimes) =-»> 3'45/\: ig;::c!ion
AT, . .

in 4% or more of (FEEleiEm @ 02 6r mes) 10.1% reduction - Reduction of general

imearpoyees | Rotictonoigee | A gy 001 adminisiraive xpenses” B
Streaming business operation and 6% or more of (Reduction in 15% orEnore) Achioved glrecucion (Reduchcin m‘15% or more) ) Gl educton

general administrative | Reduction in expense ratio FY2011 Reduction in expense ratio** FY2014

expenses (compared - Securitization support business: 0.3% or less 0.23% X gﬁg‘;ﬁz:gi‘:‘g i‘;‘;&“;:;f;’;?j;}‘g‘igzziz;‘f::"s 0.14%

X A ; e . i
to the FY2004 level) E,‘%mfg:g"g bfj;":;ﬁ:;ﬁ‘,ﬁ;"g ifzszﬂ,‘;’:";s., FY2011 of Qutstanding Loan Management Account): 0.40% sl FY2014
9 g = 0.30% orloss %
orless 0.30%

%1 Commissioning cost (excluding business outstanding cost), wages of temporary employees and expenses of office supplies, etc.
*2 General administrative expenses in the second mid-term target period do not include labor costs, for which a reduction target is set separately based on government policy and taxes and public dues beyond the control of the JHF
%3 Expense ratio: (administrative cost + (business outsourcing cost — entrustment charges) + bond issuance cost + depreciation) <average balance of purchased receivables, etc.

<Accounts excluding Outstanding Loan Management Account*'>

(Units: 100 million yen)

<Outstanding Loan Management Account*>

(Units: 100 million yen)

2,500 3,000
Gross income or loss (&) 2,000 Gross income or loss (&) 1,659 1,655 1,760
2,000 Surplus carried forward or loss carried forward (&) 2051 Surplus carried forward or loss carried 837 :
! 1,000 forward (A)
0 A97 A169
1,500

41,000 Steady reduced o
1,022 1,029 A2,000 41,698 Al44 loss carried forward ,
1,000 B b )
761 A3,000 / A2,844

500 453 401 44,000
168 260 A5,000 A4,499
" 168 A5284  a5381
0 12 ‘A i 46,000
i e ) #4341 (An‘amount of 30.9 billion 46,158
A171A255 L yen*? was repaid to the A7,000 46826 og004
A500 4309 national treasury in FY 2012 48,000
FY2007 FY2008 FY2009  FY2010 FY2011| FY2012 FY2013 FY2014 ’ FY2007 FY2008 FY2009 FY2010 FY2011 | FY2012 FY2013  FY2014

The first mid-term target period The second mid-term target period
#1  Excluding operations taken over form the Housing Loan Guarantee Cooperation * Outstanding Loan Management Account is the account for management and collection of loans for
*2 Housing loan insurance account: 2.12 billion yen which loan applications were received by former Government Housing Loan Corporation before
Account for Loans for Property Accumulation Saving Scheme-tided Houses: 28.74 billion yen FY2004

The first mid-term target period The second mid-term target period

I Providing low long-term fixed-rate interest housing loans by issuing

Careful investor relation activities prompted more investors to participate in investing in MBS, which enabled stable
fundraising, even amid the changing financial environment in Japan and overseas.

In January 2015, the coupon interest rate of MBS lowered to 0.60%, the lowest coupon interest rate in history of JHF,
we have successfully implemented efficient fundraising and provided customers with low fixed-rate interest housing
loans throughout the loan duration.

* The interest rate of “Flat 35” consists of a funding interest rate, expenses for JHF’s business operations, and fees payable to financial institutions.

<MBS issuance amount and funding interest rate>

(Unit: 100 million yen) (Unit: %)
6,000 2.50

Great East Japan Earthquake s MBS issuance amount (left axis) == Funding interest rate (right axis)

5,000 (Mar 2011) 200
Funding interest rate (right axis) Bank of Japan introduced
4,000 the quantitative and qualitative
monetary easing (April 2013) 1.50
3,000 MBS issuance

amount (left axis)
2,000

1l 1 | | UL .
FY2010 FY2011 FY2012 FY2013 FY2014
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Corporate Governance

°*es GGovernance Structure

Recognizing its basic mission and social responsi-
bility as an Incorporated Administrative Agency, JHF
places strengthening of corporate governance as a
priority of its business management and actively im-
plement activities to ensure sound and proper pro-
ceedings of its business with high ethical standards

dent Administrative Agency.

Moreover, in order to develop its internal gover-
nance system for appropriate business operation, JHF
has established the Basic Policy on Internal Gover-
nance and promotes appropriate internal governance
by the PDCA cycle as well as further sophistication of

and wisdom under transparent and efficient manage- internal governance by enhancing the governance en-

vironment.

[Review of evaluation results] Evaluation Committee for
;
Minister of Land, Infrastructure,

[Evaluation/Kaizen order] 1 I_I [Appointment] 1[Inspection] I_ [Selection] [Delegation]l
[Inspection]
[Financial audit] T v

Accounting auditors

ment based on the Act on General Rules for Indepen-

[Commission] ‘ ;

et ——
Deliberative Committee President Auditor Generals

[Expression of opinions]

JHF

*The Business Management Deliberative Committee was
established as a place to review validity of the business
management by external experts with a neutral stand.

Business Management Deliberative Committee Members
(OKazuhito lkeo Professor of Economics and Finance, Faculty of Economics, Keio University

Sayuri Kawamura Advanced Senior Economist, Economics Department, The Japan Research Institute, Limited
Toru Kurahashi Professor, Faculty of Economics, Dokkyo University

) . Professor Emeritus, The University of Tokyo
OTakaaki Wakasugi Co-director, Mitsui Life Financial Research Center, Ross School of Business, The University of Michigan

Kuniaki Watanabe CEO, Winworks K. K.
(O: Chairman, O: Deputy Chairman)

As of July 1¢t, 2015

(Honorific titles omitted)

JHF’s internal governance system
: ; Board of Directors
Compliance Commitiee I (Overall risk management)

| ¢ Auditin
1 1 1 1 -

: =y : Audi
ALM Risk Management Credit Risk Management |l{Business Management CS Committee [Audi]
Committee Committee Committee etc.

Department|

i Basic Policy on Internal Governance (Summary) [HHTHHTHTTTTHTTHTII

1. System to ensure that execution of tasks by our employees conforms to laws and regulations

2. System for customer management including privacy policies and management and storage of information related
to execution of tasks by our employees

3. Regulations related to loss risk management and other systems

4. System to ensure that tasks are effectively executed by our employees

5. Internal audit system to ensure proper business

6. System related to employees assisting the auditor, if requested, and their independence from the President

7. System for employees to report to the auditor and other systems related to report to the auditor

8. Other systems to ensure effective audit by the auditor

9. Establishment of the PDCA cycle for internal governance
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Governance Structure | Compliance

°e» Compliance

I Arrangements for compliance

In order to reliably implement compliance, JHF has
set up the Compliance Committee (chairperson is
President) comprising of all directors and managers of
departments involved in discussing and deciding im-
portant matters related to compliance. In addition, the
Compliance and Legal Department has been estab-
lished as the department managing compliance, along

with which, in managing the promotion of activities for

Compliance arrangement

Compliance committee (chairperson: President)
[Report] f ‘[Instruction]

Compliance and Legal Department C——
‘[Check/lnstruction] Compliance Help Line

[Consultation/Report]f

Compliance Activity Promotion Officer (implemented in each section)
[Consultation/Report]f ‘ [Check/Instruction]

Each supervisory department/each operation department

I Compliance activity

compliance in each department, a person responsible
for compliance is assigned for every department.

Furthermore, in order to prevent violating compli-
ance in JHF in advance, a compliance help line has
been set up in and outside of the Compliance and Le-
gal Department.

[Consultation/
Notification] JHF provides all executives and
staff members with a pocket-size edi-
tion of its compliance manual. It will
serve to guide them when they look
back on actions on their jobs, or when

they have difficulty making decisions.

JHF has established the Compliance Charter as ba-
sic principles of compliance and developed a compli-
ance manual that provides laws and regulations to
comply, rules, social requirements, and matters to be
noted pertaining to compliance in order to enhance
awareness of compliance among all executives and
employees.

As a plan to ensure compliance at JHF, Compliance
Program is defined and implemented each fiscal year.

Concrete activities of the Compliance Program in-
clude agency-wide e-learning, compliance meetings
by individual operational unit (where familiar topics on

compliance are discussed interactively among a few
members by case method), and monthly provision of
compliance-related information through the in-house
LAN. These educational programs help employees un-
derstand compliance and autonomously think and act
based on their understanding.

In addition, JHF promotes steady compliance activ-
ity in the PDCA cycle by quarterly monitoring and ex-
amining implementation of the Compliance Program
at the Compliance Committee and making necessary
modification of the Compliance Program policies.

LT The Compliance Charter (excerpt) U

1. We comply with laws, rules and regulations as well
as social norms, and attempt to undertake all
jobs properly in a bid to ensure public confi-
dence.

(1) Compliance with laws and regulations as well
as social norms

(2) Proactive and fair disclosure of information

(8) Strict information management

(4) Confrontation against any anti-social parties

2. We do our utmost to pursue customer confidence
and satisfaction.

(1) Provision of comprehensive housing loan
services

(2) Provision of appropriate and sufficient expla-
nation

(3) Sincere responses to customer voices

3. We respect unique individuality of each executive

and staff member and endeavor to secure a

comfortable work environment.

(1) Respect for the personality and character of
each individual

(2) Comfortable work environment
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Responses to Anti-social Forces

To reject any relationships with anti-social forces
such as organized crime syndicates, JHF has incorpo-
rated an item concerning confrontation against any
anti-social parties into its compliance charter and es-
tablished a basic policy, which is available on our web-
site. In addition, regulations and manuals to deal with
such anti-social forces have been developed. Through
these efforts, JHF has established a system to report
and consult immediately and properly to the manage-
ment and the Compliance and Legal Department,
which is the department controlling responses to an-
ti-social forces, when a business with such an anti-so-

cial force or an undue claim from such a force is iden-
tified.

JHF also conducts training and other sessions on
how to deal with undue claims in cooperation with the
police and other relevant institutions.

Incorporating a stipulation on rejection of anti-social
forces into business contracts, JHF eliminates any re-
lationships not only with organized crime syndicates
but also with any affiliated parties of such organiza-
tions that anti-social forces utilize to illegally receive
loans.

JHF continues its efforts to reject anti-social forces.

es.

Boryokudan, and lawyers.

7. JHF shall not provide any funds to anti-social forces.

NI Basic Policy on Anti-Social Forces [T

1. JHF shall have no relationship with any anti-social forces, and the President, the management, and all the em-
ployees shall work together to take an uncompromising stance toward such forces.

2. JHF shall establish a system to reject anti-social forces and educate the management and employees to ensure
their knowledge on handling manuals for such forces.

3. JHF shall ensure the safety of the management and employees who handle undue claims from anti-social forc-

4. JHF shall cooperate closely with such external institutes as the police, the National Center for Elimination of
5. JHF shall take legal actions, both civil and criminal, against undue claims from anti-social forces.

6. JHF shall not accept any “backstage deals” to conceal facts even when undue claims from anti-social forces
are based on misbehaviors related to JHF’s business activities or involving its employees.
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Responses to Anti-social Forces | Risk Management

°++ Risk Management

In order to properly manage its business and gain
the understanding and trust of the general public, JHF
maintains a system to adequately manage various
risks that may arise in its day-to-day operation.

JHF has established risk management regulations
including the “Risk Management Basic Rules” that
stipulates the purpose of risk management, identifies
and defines individual risks, and specifies basic sys-

I Risk management structure

tems such as risk management system and methods
and auditing on the risk management implementation
status. Based on these rules, JHF manages risks from
a comprehensive point of view by understanding and
evaluating various risks as a whole with characteristics
of housing loan business as well as operations and
characteristics of JHF taken into consideration.

JHF classifies risks into seven categories: credit risk,
guarantee risk, insurance risk, market risk, counterparty
credibility risk, liquidity risk, and operational risk. In the
event of a notable change in the economy, JHF will de-
fine new categories of risk to be managed as necessary.

To properly manage these risks qualitatively and
quantitatively, JHF has built a required system by ap-
pointing an executive and a department responsible
for managing each risk category. In particular, the
“Credit Risk Management Committee” was estab-
lished to manage credit risk, guarantee risk, and insur-

ance risk and the “ALM Risk Management Commit-
tee” to manage market risk, counterparty credibility
risk, and liquidity risk. These committees monitor sta-
tus of each risk and deliberate planning and proposals
related to management of each risk.

In addition, JHF assigns an executive and a depart-
ment responsible for comprehensive risk management
in order to manage the risks from a comprehensive
point of view and maintains a system to understand
and evaluate management of the risks as a whole and
periodically report the results to the Board of Directors.

Risk management structure

Credit Risk Management
Committee

Board of Directors (overall risk management)

ALM Risk Management
Committee

Credit risk
Guarantee risk
Insurance risk
Comprehensive
risk management Market risk
Counterparty

Risk credibility risk
Liquidity risk

Management

Operational risk
Administrative risk

Risk Management
Department

Risk Control Department
General Administration
and Management
Department

Information Systems
Department

Compliance and Legal
Department

General Affairs and
Personnel Department
Corporate Strategy
Department

Audit
Department

Credit Risk Responsible .
Management Committee [l departments Audit

Risk Management Depar
Credit Policy Department
Loan Administration Department

Auditor
Generals
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I Risk categories

This is the risk for JHF to suffer loss in relation to
credit that JHF owns due to declined or lost value of
an asset caused by deterioration of credibility of the
debtor. Since housing loans account for a large part of
the JHF assets, JHF properly underwrites credit risk of
loans it purchases or originates, and management and
self-assessment of loans that it owns, and compre-
hends, analyzes, and manages the overall credit risk.

Underwriting

JHF has established underwriting criteria and meth-
ods and underwrites credit risk of loans it purchases
or originates accordingly.

Self-assessment

JHF properly manages credit risk of loan claims that
it owns and conducts self-assessment according to
the self-assessment criteria established in accordance
with the “Financial Inspection Manual” of the Financial
Service Agency in order to adequately disclose finan-
cial information in a manner conforming to the “Ac-
counting Standards for Incorporated Administrative
Agencies.” In concrete terms, JHF calculates neces-
sary reserves for non-performing loans by classifying
its assets in accordance with the probability of default
and loss severity and applying an expected loss given
default ratio calculated based on historical perfor-
mance.

Credit portfolio management

Using the credit portfolio management system for peri-
odical monitoring, JHF analyzes the utilization status of
housing loans, forecasts future loss, and reviews neces-
sary credit risk premium in order to accurately evaluate the
overall credit risk of all the debts that it owns and where
the risk is. JHF also makes efforts to further enhance risk
assessment utilizing the credit portfolio management sys-
tem to strengthen the credit risk management.

This is the risk for JHF to suffer loss due to the differ-
ence in occurrence of guarantee accidents from the
estimates made at the time of guarantee fee calcula-
tion. JHF guarantees MBS in the securitization support
business (guarantee program). JHF performs proper
underwriting and strives to understand, analyze, and

manage the overall guarantee risk.

18 Disclosure Booklet 2015

This is the risk for JHF to suffer loss due to the dif-
ference in occurrence of insurance accidents from the
estimates made at the time of insurance premium cal-
culation. JHF extends insurances against non-per-
forming housing loans to private financial institutions.
JHF performs proper underwriting and strives to un-
derstand, analyze, and manage the overall insurance
risk by monitoring with the credit portfolio manage-
ment system and verifying the sufficiency of reim-
bursement of unused policy reserve by future cash
flow analysis.

This is the risk for the net income to fluctuate for a
reporting period according to changes in the risk factors
such as the interest rate. At JHF whose main assets are
mortgages, this type of risk includes prepayment risk,
refinance or reinvestment risk, and pipeline risk.

Prepayment risk

This is the risk for reduction of revenues in a period
by losing the expected interest income due to increase
in the loan prepayment amount resulting from decline
of the interest rate. JHF manages this risk by estimat-
ing the prepayment amount by the prepayment model
and procuring funds combining securitization and
bond issuances of various maturities.

Refinance/reinvestment risks

This is the risk for reduction of revenues in a period
by increase in the interest paid due to a rise in the fund-
ing cost or decrease in the interest income received
due to a drop in interest on investment when refinanc-
ing or reinvestment is required respectively. JHF man-
ages this risk by utilizing the interest model to estimate
the cash flow of assets and debts taking future interest
fluctuation into consideration and forecast the periodi-
cal net income according to the cash flow, and period-
ically monitoring risk indexes such as the duration.

Pipeline risk

This is the risk for the net income to fluctuate from
certain reporting period due to the interest fluctuating in
the period from the decision of the mortgage interest
rate to the decision of the funding cost. JHF manages
this risk by swapping interests for hedges as neces-

sary.



Risk Management

Counterparty risk EEXETEEEEEEEEE TR TERERI

This is the risk for JHF to suffer loss from declined or
lost asset values due to deteriorated financial condi-
tions at bond issuers at which surplus funds are in-
vested or counterparties of interest rate swap deals.
JHF defines risk management methods of bond issu-
ers and counterparties of interest rate swap deals, and
monitors them.

Liquidity risk [XEREEEE R R R TR

This is the risk for JHF not able to raise necessary
funds or have to finance at an interest rate significant-
ly higher than the usual in order to secure funds, not
being able to trade in the market due to market tur-
moil, or inevitably making deals at a price significantly
more unfavorable than the usual. JHF sets the mini-
mum net line of liquidity assets as a management
standard for a measure against liquidity risk, observes
this standard in the daily operation, and manages sta-
ble financing. Management classifications according
to the urgency of fund needs (normal, watch, and cri-
sis) are defined as well as responses required at the
time of “watch” and “crisis.” Furthermore, the borrow-
ing limit at the time of emergency is set to secure pro-
curement means, and an action plan for a situation
that impacts financing (contingency funding plan) is
defined to establish a system for prompt responses
when liquidity risk becomes eminent.

0perati°na| risk s0cc0c00c000000000000000000 o

This is the risk for JHF to suffer loss due to improper
operational processes, personnel activities, or infor-
mation system, or an external phenomenon. This risk
includes administrative risk, system risk, legal risk, hu-
man risk, tangible asset risk, and reputation risk. JHF
strengths the operational risk management system by
collecting significant risk phenomena to understand
the occurrence status, defining measures based on
analysis of their causes, self-analyzing risks that exist
in internal operations and the control methods to re-
strain them, and implementing the RCSA (Risk & Con-
trol Self-Assessment) to improve the operations based
on the self-analysis results. The following are defini-
tions and control methods of main operational risk.

Administrative risk

This is the risk for JHF to suffer loss due to negli-
gence, accidents, or fraud by its executives or employ-
ees. JHF reduces administrative risk by organizing ad-

ministration work manuals, improving administration
work, enhancing crosschecking among staff, providing
instructions and training on administrative work, per-
forming internal self-check, and collecting and analyz-
ing information of administrative mistakes and taking
preventive measures against their recurrence.

System risk

This is the risk for JHF to suffer loss due to a failure,
malfunction, defect, or misuse of the information sys-
tem. JHF reduces system risk by taking measures
based on classification according to the importance
and risk assessment, developing systems with func-
tions, reliability, and information security taken into
consideration, and comprehending and analyzing in-
formation of system failures and taking preventive
measures against their recurrence. In preparation for
serious failures, JHF enforces a crisis management
manual and maintains stable operation by taking nec-
essary measures such as duplexing a system, estab-
lishing a backup center, and performing emergency
drills.

Legal risk

This is the risk for JHF to suffer loss due to unlawful
acts, inappropriate contracts, or uncertainty in legal
matters related to business deals. The Legal Affairs De-
partment performs legal check before establishing in-
ternal regulations, concluding contracts, and submit-
ting advertisements to reduce legal risk. JHF also
prevents violations of laws and regulations by collecting
information on new legislation, amendments etc. and
court judgement that may affect the business.

As a measure for overall risk management, JHF car-
ries out lifetime income simulation for the next 35
years (until the housing loans currently held by JHF
have been paid in full).

Based on cash flow with future changes in the inter-
est rate taken into consideration, the simulation calcu-
lates across multiple risks if losses resulting from the
credit risk and the market risk is covered by the inter-
est income.

The simulation also performs a stress test on both
risks and an analysis based on a scenario of changes
in the business volume to verify its financial resilience.
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Details of JHF Business

°2* Funding

JHF’s major funding sources are mortgage-backed securities (“MBS”) and
straight bonds with general securities (“SB”).

JHF procures funding required for operations such
as the securitization support business mainly from the
financial market by issuance of MBS and SB. In addi-
tion, funding by syndicate loans started in FY2014.

I Overview of funding

JHF limits use of the borrowings from Fiscal Invest-
ment and Loan Program (FILP) to loans for recovery
from disasters requiring emergency measures.

Financial
ma?ket

FILP
FILP bond SDECIBl
(government bond) account

Private financia
institutions

Bonds (MBS and SB)
Borrowing from FILP

Borrowings, etc

mp

T,

Japan Housing Finance Agency

Breakdown offunding ©0000000000000000000000000000000000000000000000000000000000000000000000000000 00

The majority of funds are procured by issuance of MBS and SB.

Results of FY2014
MBS 1,243.8 billion yen
SB 70 billion yen
Property Accumulation
Bonds Savings Scheme-tied 26.2 billion yen
Housing Bonds
Condominium Sumairu 101.3 billion yen
Bond
from FLIP 49.5 billion yen
From private institutions
Borrowings gg;ﬁ?giﬁgrﬁgiligﬂiﬂ(: 78.2 billion yen
ing Loan)
Syndicate loans 10 billion yen
Total 1,579 billion yen

I MBS
illion yenW SB

49.5 10 billion yen

billion yen Property Accumulatiar
Saving Scheme-tied
Housing Bonds
Condominium Sumairu
Bond

Borrowings from FILP

Borrowings from
private institutions
(for Property
Accumulation
Saving Scheme-tied
Housing Loan)
M Syndicate loans

L |

101.3
billion yen

26.2
billiond

FY2014
Actual

Trend offunding sources ©0000000000000000000000000000000000000000000000000000000000000000000000000 00

JHF shifted its main business from direct loans of
the former Government Housing Loan Corporation
(GHLC) to Securitization Support Business aimed to
support provision of mortgages with fixed interest rate

100%

80%

°

60
Borrowings

o
=

FY1999 FYEOOO FYZOOI FY2002

%
bond
40% (from FILP fetc) Condominium Sumairu
Bond
Borrowings from FILP
20% Borrowings from
private institutions
(for Property
b >

FY2003  FY2004 FY2005 FY2006 FYEOO7 FY2008 FY2009 FY2010 FY2011 Fye012 FY2013 FY2014

throughout the loan duration by private financial insti-
tutions. Due to this change, main funding sources also
has shifted from borrowings from FILP to funding from
the financial market by issuance of MBS and SB.

W vBs
SB
Property Accumulation
Saving Scheme-tied
Housing Bonds

Government guaranteed

Accumulation
Saving Scheme-tied

Former GHLC * JHF

20 Disclosure Booklet 2015

Housing Loan)
M syndicate loans



’ Funding ‘

I Product features of MBS and SB

MBS SB
Collateral Housing loans *! General security *2
Rating at the time of S&P: AAA S&P: AA-
issuance *® R&l: AAA R&l: AA+

Monthly pass-through
redemption **

Bullet payment on

Redemption methods maturity date

10%
(Standard method)

10%

. s
BIS risk weight (Standard method)

Eligible

(Loan value: 97% of the mar-
ket value with 1 year or less
remaining; 97% with more
than 1 yr to 5 yrs; 96% with
more than 5 yrs to 10 yrs;
94% with more than 10 yrs
to 20 yrs; 93% with more
than 20 yrs to 30 yrs)

Eligible collateral
security under the
requirements of the
Bank of Japan

Eligible
(Loan value: 94% of the
market value)

Amount paid (issu-

ance price) 100 yen paid per 100 yen face value (issued at par)

*as of April 27, 2015

I Issuance results of MBS and SB

1.

2.

*3.

*4.

*5

MBS entrusts housing loans “Flat 35” purchased
by JHF as collateral at each issuance.

SB is a general mortgage bond in accordance
with prevision of Article 19 Paragraph 4 of the Act
on the Japan Housing Finance Agency, Indepen-
dent Administrative Agency. Creditors (SB inves-
tors) have rights (lien) to receive repayment of
their receivables in relation to the JHF assets pri-
or to other creditors. The order of the lien is the
second highest priority following the general lien
defined by provisions of the Civil Code (Para-
graph 5 of the Article above).

- S&P: Standard & Poor’s Rating Services

- R&l: Rating and Investment Information, Inc.
The rating of MBS given by S&P has an identifier
(sf) that indicates structured finance.

See the following page for the monthly pass-
through payment method.

. The capital adequacy ratio under the BIS regula-

tions is obtained by dividing the stockholders’
equity by risk assets. Each asset has a loanable
value in accordance with the degree of the risk,
which is referred to as “risk weight.”

Monthly MBS and SB are issued to procure funds for “Flat 35” and JHF loans while S-series MBS is issued for

the purpose of refinancing outstanding loans from the former GHLC business.

(Unit: 100 million yen) <MBS issuance results>

25,000
S-series MBS
@ Monthly MBS
20,000
Total amount issued: -
Yool Approx.19.8 trillion yen L = =
Outstanding issue: 9.000
Approx. 11 trillion yen G
RSN (at the end of FY2014) '
5000 3,500 3.600
2,000 .
500
R

23,708

17,741 I

17,717

14,941

I 12,438

FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014

(Unit: 100 million yen) <SB issuance results>

6.000

[ deenel Total amount issued:

5,000 20-year bond  [AVeJeJgere 2z eiigl o) a i /=ln)
[SRCElg il OutStanding issue:
4,000 . }g-year EO“S Approx. 2.2 trillion yen 50—
fésuleed® (ot the end of FY2014) 1.187 5
3.000 5-year bond ’
' M 3-year bond 296
555 930
2,000 468 496
260
0 280 339 241 410 s
FY2006 FY2007 FY2008 FY2009 FY2010 FY2011

2,220
soso | 450
1,000
100
450 300
FY2012 FY2013 FY2014

*JHF implements appropriate Asset Liability Management (ALM) by issuing combination of SBs with various maturities.
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| Key Features of MBS (Monthly MBS)

Asset-basedZaitoAgencyBond ©000000000000000000000000000000000000000000000000000000000000000000 00

Prior to a beneficiary certificate trigger event*, JHF
pays the principal and interest with its credit capa-
bility, and when a beneficiary certificate trigger event
occurs, the MBS is no longer a Zaito Agency Bond
but converted to a beneficiary certificate.

The risk weight under the Basel Capital Accords is

10% by the standard credit risk method.
Beneficiary certificate trigger events

Image of principle and interest payment

(before a beneficiary certificate trigger event)

4
- JHF pays the principle and interest with the credit
capacity.
Trustassets - The principle and interest are palq according to
the repayment speed of the housing loan pool,
which is the trust asset.

1. The successor of JHF Monthly MBS obligation is not determined by the act, and the dissolution of JHF is enforced by the act and JHF is dis-

solved by this act.

2. An act is enacted to designate as the successor of JHF Monthly MBS obligation a joint stock corporation (kabusiki kaisha) or a legal entity to which
application of the Corporate Reorganization Act or other similar bankruptcy proceedings is legally permitted, and JHF is dissolved by such act.

3. An act is enacted to designate as JHF Monthly MBS obligor a joint stock corporation or a legal entity to which application of the Corporate
Reorganization Act or other similar bankruptcy proceedings is legally permitted, and JHF MBS obligor becomes such legal entity.

4. JHF fails to fulfill its payment obligation under JHF Monthly MBS or other bond issued or assumed by JHF on the day such obligation is due

and such condition is not cured within 7 days.

Homogeneous and regionally diversified housing loan pool XEEEEEEE R R R R

JHF purchases mortgages nationwide to create housing
loan pool with highly effective regional diversification.
JHF applies standardized criteria for purchasing
mortgages from private financial institutions to cre-
ate homogeneous housing loan pool.

Homogeneous

P . housing loan M
Nationwide Purchasing Eligibility pool with B
mortgages criteria standards effective S

regional
nnnnnnnnnnnnnnnn distribution

| ol o Y=Y oo (= o I o) e (= r= 10 = o Mo Y- (AL © e o0 c0000000000000000000000000000000000000000000000000000000

JHF pays the principle and interest of delinquent
loans up to three months as if the loans are current.
JHF will terminate the defaulted loans including loans
delinquent for four months form the trust. Therefore,
such loans will be treated as prepayments and JHF
removes such defaulted loans from the trust asset and
repays an amount equivalent to the outstanding prin-
cipal amount of the defaulted loan multiplied by the
outstanding principal amount of the MBS divided by

the outstanding amount of entrusted housing loans*!
[Prepayment Method]*>*.

Image of cancellation method
[Terminate] |SMAEELERNETEgERIeENE]  fivestors
‘ Defaulted loans, etc

e Em R
pentiossmarenee ey [Prepayment] T
The soundness of entrusted housing loans is
maintained at all times before a beneficiary
certificate trigger event.

*1.The outstanding amount of the entrusted housing loan on assumption that there is no delinquency of the entrusted housing loan

*2. As for S-series MBS and Monthly MBS issued by former GHLC, JHF maintains the soundness of the entrusted housing loan pool by replacing
entrusted loans defaulted due to four-month delay and so on with equivalent housing loans. [Replacement method]

*3.The “cancellation method” and the “replacement method” are applicable only prior to a beneficiary trigger event.

JHFachievesAAAratingsbyover_c°||atera|ization_ ©00000000000000000000000000000000000000000000000 00

JHF receives AAA rating (the highest) from S&P and
R&l at the time of issuance by setting a sufficient
level of Over-Collateralization.

Minimizing the associated credit risks to the lowest
level, investors are eligible to focus just on inter-
est-rate risk and prepayment risk when deciding
JHF MBS investment.

Image of Over-Collateralization

Over-Collateralization " ~==--__

Principal amount of Amount of
trust pool MBS issued

Rated “AAA” at the time of issuance

* Over-Collateralization is the amount of the total entrusted housing loan amount exceeding the amount of MBS issued, which functions as credit

enhancement after a beneficiary certificate trigger event.

Monthly payment of the MBS principle and interest according to the repayment of the entrusted housing loan pool (Monthly Pass-Through Payment Method)

JHF pays the MBS principle and interest to the in-
vestors according to the repayment amount of the
entrusted housing loan pool that serves as the asset
backing MBS.

In general, repayment of the principle and interest of
housing loans is made every month. Thus, the
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Monthly payment of the MBS principle and interest
is paid monthly as well.

With housing loans, advanced repayment is possi-
ble in addition to predefined payment, and Monthly
payment of the MBS principle and interest changes
according to the prepayment of housing loans.



