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Financial Report on the Public Pension System
Fiscal Year 2005 (Summary)

Figure 1 Financial Status (FY2005)

report).

| 1. Fiscal Revenue and Expenditure 1 ] Public pension
Classification
plans as a whole
. . . . 100 million ven
W The Financial Status of Public Pension | ., oo (hook value) 101 685
Plans as a.whole — 42.8 trillion ven in {market value) [594.555]
Contribubions 263242
Benefits Subsidies bv state ete 68.368
. . . Subsidies for "bestowals” pavments of prior penod 16.599
The ﬁnanCIal status  of publlc pension Investment mmcome (book value) 37.124
plans as a whole for FY 2005 reveals that (Remuttances from the Government Pension Investment Fund) (8.122)
yye - ket val 139.550
26.3 trillion yen of revenue was income _ ‘ . (market value) 1139:550]
- Payment of the cost for consolidation of former MAAs 1.382
from contributions and 6.8 trillion ven Payment of the cost for the oceupational portion exceed EPT 2955
. . . 30y 3 ~ovet 1 - - ~ o) CEPFo

was from subsidies b} state etc.. while Payment of the cost for contracting back in to EPI of EPFs 34568
L i Transfer from the reserve 67,036
42 8 trillion yen of the expenditure was Others *412
for pension benefits. The reserve at the G =——or o
end of FY2005 was 193.2 trillion ven at Benefits 427.694
. Others 47.650

book value and 2049 trillion yen at
. Balance of revenues and expenditures book value) 16,341

market value. For the first time the ) ¢

(market value) [119.211]

T € < al X 00
cserve at marl\el value exceeded 2 Reserve at the end of fiscal year (book value) 1.931.622
trillion yen (Figure 1. Figure 2-1-1 in the (market value) [2.049.051]

U Contributions — Increased for all

pension plans

Contributions of Employces' Pension

Note To calculate revenue and expenditure in consolidated base. the followng contributions
and corresponding revenue are excluded trom both revenue and expenditure summation
because those contributions and income are paid trom one public pension plan to other public
pension plan contribution to Basic Pension. contribution to the equivalent to benefits of Basic
Pension (old law (pension law effective before FY1986)). contribution representing inter-plan
fiscal adjustments between NPSP and LLPSP and contribution to support JT MAA_ JR MAA
and NTT MAA that consolidated to EP1 Additionally the amout of transfer from the surplus of
previous vear (1,548 9 bullion yen) in Basic Pension Account 1s excluded from “Others™ (*) m

Insurance (EP]) were 20.1 trillion ven. revenue Note that "Others” in expenditure includes expenditure as the sources for such as the

those of

advanced redemption to Fiscal Loan Fund. which appear m EPI and NP(National Pension

National Public  Service  account

Personnel Mutual Aid Association (NPSP)

were 1.0 trillion yen. Local Public Service Personnel Mutual Aid Association (LPSP) were 3.0 trillion yen,
Mutual Aid Corporation for Private School Personnel (PSP) were 0.3 trillion ven and National Pension (NP)
were 1.9 trillion yen (Figure 2-1-4 in the report). Contributions of NPSP and NP, which decreased in
FY2004, increased in FY20035. resulting that contributions for all pension plans increased.

U Pension Benefits — Increased for Employee Pension Plans (except NPSP) and Basic Pension

Benefits' of EPI were 22.0 trillion yen, those of NPSP were 1.7 trillion yen, LPSP were 4.3 trillion yen, PSP
were (.2 trillion yen. NP's National Pension Account were 2.0 trillion ven, and NP's Basic Pension Account
were 12.6 trilhon yen (Figure 2-1-12 in the report). Pensions benefits are increasing for all emplovee
pension plans except NPSP. With regard 1o NP, while Basic Pension Account continued to increase

significantly, National Pension Account has tended to decrease.

Note I

Benefits for each pension plan include the equivalent to benefits of Basic Pension (the partial amount of benefits
under the old law regarded equivalent to Basic Pension). The benefits paid by the National Pension Account are
mainly those under the old National Pension Law. The benefits paxd by the Basic Pension Account are those of

Basic Pension.



O Reserve

Reserve' of EPI was 132.4 trillion yen (140.3 trillion yen), that of NPSP was 8.8 trillion yen (9.2 trillion
yen), LPSP was 38.8 trillion yen (41.5 trillion yen), PSP was 3.3 trillion yen (3.5 trillion yen), NP's National
Pension Account was 9.2 trillion yen (9.7 trillion ven) and NP's Basic Pension Account was 0.7 trillion yen.
(Figure 2-1-15 in the report). Note that the reserve of EPI does not include that of the substitutional part of

the Employees’ Pension Fund.

Note 1. The values are at book values. The values in parentheses are at market values. The method for market value
assessment is as presented in Figure 2-1-17 in the report.

Adjusted Financial Status to observe the events related to the present year

Adjusted Financial Status to observe
the events related to the present year
1s compared and analyzed in a cross-
sectional way from the viewpoint of
pension  finances by  Actuarial
Subcommittee. It is calculated by
excluding "transfer from the
reserve"” in EPI and NP (National
Pension Account) and the amount of
transfer from the surplus of previous
year in Basic Pension Account. The
total amount of revenue on the
adjusted financial status base for
public pension plans as a whole was
42.5 tnllion yen at book value, 52.8
trilhon yen at market value and the
total amount of expenditure on the
adjusted financial status base was
475 trillion yen (Figure 2, Figure 2-
1-3 in the report).

The Dbalance of
expenditures on the adjusted financial

revenues and

status base' was -5.1 trillion yen at
book value and +5.2 trillion yen at
market value. Following the pension
revisions in FY2004, public pension

Figure 2 Adjusted Financial Status

to observe the events related to the present year (FY2005)

"The table compared and analyzed in a cross-sectional way from the viewpoint of pension finances by Actuarial Subcommuittee”

Classification

Public pension
plans as a whole

100 million yen

Total amount (book value) 424,650

(market value) [527.519]

Contributions 263,242

Revenue Subsidies by state etc 68,368
(adjusted Subsidies for "bestowals” payments of prior period 16,599
financial Investment income (book value) 37,124
status base) (Remittances from the Government Pension Investment Fund) (8,122)
(market value) [139.550]

Payment of the cost for consolidation of former MAAs 1,382

Payment of the cost for the occupational portion exceed EPI 2,955

Payment of the cost for contracting back in to EPI of EPFs 34,568

Others 412
Expenditure|Total amount 475,344
(adjusted Benefits 427,694
fnancial | o 47,650

status base) i

Balance of revenues and expenditures (book value) A 50,694
on the adjusted financial status base (market value) [52.175]

Reserve at the end of fiscal year (book value) 1,931,622
(market value) [2.049,051]

Note - To calculate revenue and expenditure in consolidated base, the following contributions and
corresponding revenue are excluded from both revenue and expenditure summation because those
contributions and income are paid from one public pension plan to other public pension plan: contribution
to Basic Pension, contribution to the equivalent to benefits of Basic Pension (old law (pension law
effective before FY1986)), contribution representing inter-plan fiscal adjustments between NPSP and
LPSP and contribution to support JT MAA, JR MAA and NTT MAA that consolidated to EPI

plans are now financed according to the closed-period-balancing

method where both the investment income and capital of the reserves can be used to pay benefits. These

values should be evaluated by comparing with the future projections reflecting the pension revisions.

Note 1.

The finances of public pension plans are managed by the closed-period-balancing method which makes use of

reserves. In EPI and NP (National Pension Account), “transfer from the reserve” is recorded in the budget in
advance if it is necessary, to ensure the expenditures such as pensions benefits. Therefore, the "balance of
revenues and expenditures on the adjusted financial status base" (Figure 2) differs from the "balance of revenues
and expenditures” (Figure 1) which shows the overall results of pension plan management including "transfer

from the reserve" and so on.
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‘ 2. Insured Persons ‘

1000 persons Figure 3 Trends in the number of 100 persons
QO Number of Insured Persons — 35000 - insured persons
. 33022 W
Increased for EPI and PSP ——
33275 W’"’*’“‘/ 1
The total number of insured persons -
30,000 L P 4
by employee pension plans was (Figures prior 1o 1996 include 3 former MAAs)
37.62 million: 33.02 million by EPI, -
1.08 million by NPSP, 3.07 million 25000 L i
by LPSP and 0.45 million by PSP. NP Category-1 ]
In addition, the number of insured INSURC POrson __pusmme ™ —
21,903
persons by NP Category-1 was 20000 1
M1 o 19104
21.90 million and by NP Category- \
o The igures represent the number ofinsured persons at N
3 was 10.92 million. These brought the end of FY 1995 and FY 2005 (1.000 persons)
~ .. . 15000 | ]
the total number of participants in - L. rrsmsmseesnsreessensen st s enn
public pension plans as a whole to 4 5000
70.45 million (Figure 3. Figure 2-2- . 1 4000
| in the report). In FY 2005, the A (right-hand scale) 3.069 !
. ” 4 3000
numbers of insured persons by EPI
and PSP increased, and the number Lo o 4 2000
1,125 (right-hand scale) 1082
of insured persons by employee L 000
. . 0 400 b (right-hand scale) 448 1
pension plans increased by 1.3%. -
0

On the other hand, the number of Fiscal
)2 2003 2004 2005 TR

year

1995 1996 1997 1998 1999 2000 2001 20

insured persons by NP Category-1
decreased by 1.2%, and the total
number of participants in public pension plans as a whole increased by 0.2%.

O Standard Remuneration per Capita— Male-female differences were smaller for NPSP and LPSP

Standard monthly remuneration per capita (not including employee bonuses) was 313,000 yen for EPI,
409,000 yen for NPSP, 455,000 yen for LPSP and 370,000 yen for PSP (Figure 2-2-9 in the report). On the
other hand, standard remuneration per capita including employee bonuses (total remuneration base; amount
per month) was 374.000 yen for EPI, 546,000 yen for NPSP, 603.000 yen for LPSP and 490,000 yen for
PSP (Figure 2-2-10 in the report). For NPSP and LPSP, the differences of remuneration between male and
female insured persons were smaller than those for EPI and PSP.

Note: Extension of remuneration calculations to cover bonuses began in FY2003.
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O Average Monthly Amount of Old-age pension (for Long-Term Contributors)

The average amount of old-age (for long-term contributors)’ per month? (including the amount of the old-
age basic pension) was 165,000 yen for EPI (including portion paid by Employees' Pension Fund on behalf
of EPI), 209,000 yen for NPSP, 223,000 yen for LPSP, 207,000 yen for PSP and 53,000 yen for NP (old-age
basic pension benefits under the new law and old-age pension benefits of NP under the old law) (Figure 2-3-
14 in the report). With regard to employee pension plans, the average monthly amount of benefits for PSP
increased for the first time in recent several years and the average monthly amount of benefits for other
employee pension plans decreased by only a small amount. On the other hand, the average monthly amount
of benefits for NP is continuing to increase (Figure 2-3-16 in the report).

Note I “Old-age (for long-term contributors)” is the one under the new law that requires fulfilment of the eligible
period in one plan stipulated in the old-age basic pension (25 years; including 20 years of contributions in the
interim measure and 15 years of contributions in the special measure for the middle and older age), as well as
the one under the old law.

Note 2. At the comparison, besides that the Mutual Aid Associations (MAAS) has the "occupational portion exceed EPI",

it is necessary to bear in mind that there are differences on male-female ratio and average contribution period by
the plan compared.




| 4. Financial Indicators |

U Pension Support Ratio — Higher for PSP, lower for NPSP and LPSP. Ratio decreased for all Public
Pension Plans

The pension support ratios' continued to decline in all public pension plans (Figure 2-4-2, 2-4-3 in the
report). It was 2.87 for EPL. 1.71 for NPSP, 1.95 for LPSP. 5.02 for PSP and 2.87 for NP. PSP with higher
pension support ratio may be considered less mature than EPI. Conversely, NPSP and LPSP with lower
pension support ratios are considered mature plans.

Note 1. The ratio of insured persons to beneticiaries (only old-age (for long-term contributors))

U Comprehensive Cost Rate

The comprehensive cost rate' was 17.8% for EPI. 16.7% for NPSP. 16.2% for LPSP. and 11.8% for PSP
(Figure 2-4-8, 2-4-9 n the report). Financial adjustments have been implemented with the integration of
financial units for NPSP and LPSP since FY2004. As these adjustments were applied for full year in
FY 2005, the comprehensive cost rate for NPSP fell for the second consecutive year.

Note 1. The rate of real expenditure for which the plan must provide 1ts own resources to the total standard remuneration.

The comprehensive cost rate for EPI is calculated on the account base and does not include the portion paid by
Employvees' Pension Fund on behalf of EPI

5. Comparison between A ctual Values and Future Projections of the 2004 A ctuarial Valuation

Q Contributions

Actual contributions' exceeded the future projections’ for EPIL. but were less than the future projections for
NPSP&LPSP’, PSP and NP (Figure 3-2-1 in the report). The exceeding was 1.1% for EPI. The percentage
of being less was 2.3% for NPSP&LPSP. 0.3% for PSP, and 5.8% for NP,
Note I.  YFor EPI, comparisons are made using "estimates of actual value” (see page 90 of the report). This defimtion also
applies below
Note 2. Future projection values were processed by reflecting the increase in subsidies by state etc. for the Basic Pension

resulting from the amendments after 2004 into the future projections of the 2004 actuarial valuation (refer to
page 91 of this report). This definition also applies below.

Note 3. Following the integration of financial umts for NPSP and LPSP, the actuarial valuation now shows the future
projections which integrate the finances of both of these pension plans. The combined projections for NPSP and
LPSP are shown as "NPSP&LPSP™

O The Number of Insured Persons

The actual numbers of insured persons exceeded the future projections for EPI, PSP and NP (Basic Pension),
but were less than the future projections for NPSP&LPSP (Figure 3-2-2 in the report). The exceeding was
1.5% for EPI, 1.3% for PSP, and 0.5% for NP (Basic Pension) The percentage of being less was 0.3% for
NPSP&LPSP.



U Expenditure

Actual expenditures ' exceeded the future projections for EPI and PSP, but were less than the future
projections for NPSP&LPSP and NP (Figure 3-2-5 in the report). The exceeding was 2.2% for EPl and 1.0%
for PSP. On the other hand, the percentage of being less was 1.2% for NPSP&LPSP and 4.0% for NP.

Note I:  Portion of total expenditure as provided for by income from contributions, investment income and subsidies by
state etc.

The Number of Beneficiaries

The actual numbers of beneficiaries were less than the future projections for EPI, NPSP&LPSP and PSP, but
greater than the future projections for NP (Basic Pension (includes beneficiaries of benefits equivalent to the
Basic Pension)) (Figure 3-2-6 in the report). The percentage of being less was 2.5% of the future projections
for EPI, 3.0% for NPSP&LPSP and 1.5% for PSP. The exceeding for NP (Basic Pension) was 1.4%

Pension Support Ratio

The actual pension support ratios were higher than the future projections for EPI, NPSP&LPSP and PSP, but
lower than the future projections for NP (Figure 5, Figure 3-3-1 in the report). The exceeding was 0.01
points for EPI, 0.01 points for NPSP&LPSP and 0.16 percentage for PSP.

Figure 5 Pension support ratio

7 - To compare with future projection of Actuarial

Valuation, the actual pension support ratio only in

this figure is calculated using beneficiaries
excluding those who were stopped paying all
6 v amount ofpensions. The figures below represent the

Psp 5.86 pension support ratio on an “actual recipient basis”
egnd offiscal 2005.

4
1Pl 3.04
3
2 /
NPSP & [.PSP

- Future projection

Actual value

Note: Thick lines show actual data, and thin lines show actuarial valuation figures.
0

- b ) "Fisca] year
2003 2004 2005 2006 2007 2008 2009

vi

7 .

e v A P

ot g e ¥



O Comprehensive Cost Rate

The actual comprehensive cost rates exceeded the future projections for EPI, NPSP&LPSP and PSP (Figure
6, Figure 3-3-4 in the report). The exceeding was 0.3 points for EPI, 0.2 points for NPSP&LPSP and 0.2
points for PSP.

Yo Figure 6 Comprehensive cost rate
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6. Analysis of the Difference between Actual Values and Future Projections of the 2004 Actuarial
Valuation

QO Analysis of the Difference in Reserves

Actual reserves exceeded the future projections for all employee pension plans. A major reason for this is
that the actual nominal rate of return on investment was higher than the future projection (Figure 3-4-3 in
the report). A detailed analysis reveals that the actual nominal wage growth rate was lower than the future
projection and this worked to reduce the reserves (Figure 3-4-6 in the report). On the market value base, the
reserve for each MAA was greater than its book value base, and the difference between actual market value

and the future projections grew larger.

(Financial Status “in Real Terms”)

In public pension plans, both contributions and benefits generally increase or decrease in response to the
nominal wage growth rate over the long-term. Theretore. if the real wage growth rate does not change, any
differences between the actual value and the future projection of the reserve resulting from the nominal

wage growth rate will only have a limited impact on financial status over the long-term..

Comparing "estimated projections excluding the differences in nominal wage growth rate" with the actual

Vil




reserves, the actual returns on investment for all plans exceed the future projection, and therefore, the
differences of actual reserve over estimated projection are significantly positive (Figure 7, Figure 3-4-7 in

the report). This shows that, from the viewpoint of pension finances, actual results are show ing better 3
" 5
performance than the future projections. F

Note I The future projections in the 2004 actuarial valuations are estimated values calculated by replacing the nominal J
wage growth rates used in the original valuation with actual values.

J
|
Figure 7  Difference between Actual Reserves and Future Projections of 2004 Actuarial Valuation i

[expressed using the future projection at the end of FY2005 as the standard (= 100)]
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* The difference between the "actual value” of the reserves (central bar) and the "estimated projection excluding the differences in

nominal wage growth rate” (right bar) shows that the "actual results are showing better performance than the future projections",
as described above.

QO Analysis of the Difference in Expenditure/Revenue Ratios'

For employee pension plans, actual expenditure/revenue ratios were lower than the future projections. For

all plans, the principal reason for the difference is that returns on investment in FY2005 exceeded the future
projections (Figure 3-5-2 in the report).

Note I:  "Real expenditure minus Subsidies by state etc.” expressed as a percentage against "Contributions plus ‘;i
investment revenue"

U Analysis of the Difference in Reserve Ratios'

For employee pension plans, actual reserve ratios (market value) were lower than the future projections for
EPI and higher than the future projections for NPSP&LPSP and PSP. For EPI, the principal reason for the
difference is the difference for “Real expenditures minus subsidies by state etc.” for FY2005. For
NPSP&LPSP and PSP, the principal reason for the difference is the difference for “Reserve at the end of the
previous fiscal year” (Figure 3-5-5 in the report).

Note I: "Reserves at the end of the previous fiscal year" expressed as a ratio against "Real Expenditure minus Subsidies
by state etc.” of the relevant fiscal year
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