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Japan Earthquake Reinsurance

Management philosophy
JER will aim to be a respected company that contributes to the sustainable development
of a prosperous and safe society through the appropriate management of the earthquake

insurance system.

Management policy
Based on our initiative and spirit of challenge,
We will establish a fair and highly transparent management system.

We will also respond promptly and decisively to changes in the social environment.

We will prepare the reinsurance payment system to enable prompt and proper actions

after a large earthquake.

We focus on liquidity and safety in asset management.
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MESSAGE FROM
THE PRESIDENT

Chairman: President:

Kazuhiko Ishihara Shoji Ito

I would like to express my sincerest gratitude to all our stakeholders for their continued support.
We also wish to extend our deepest sympathies to all the people affected by the earthquake off
the coast of Fukushima Prefecture in March this year and other earthquake disasters.

Japan Earthquake Reinsurance Co., Ltd. (“JER”) has been committed to continuing key
operations such as reinsurance payouts despite the COVID crisis, with a range of measures to
help prevent the spread of COVID-19 such as staggered commuting, teleworking and online
meetings.

Since the establishment of the earthquake reinsurance scheme in 1966, JER, the only
reinsurance company in Japan specializing in household earthquake insurance, has adopted
"JER will aim to be a respected company that contributes to the sustainable development
of a prosperous and safe society through the appropriate management of the earthquake
insurance system" as its management philosophy and has worked to realize this philosophy.
JER has sought to make prompt and reliable reinsurance payouts, its key mission, in the
aftermath of disasters such as the Great Hanshin-Awaji Earthquake in 1995, the Great East
Japan Earthquake in 2011, the Kumamoto earthquakes in 2016, and the 2021 and 2022
earthquakes near Tohoku.

Given that earthquake insurance plays an important part in supporting the lives of the people
affected by such disasters, the earthquake reinsurance scheme was developed through
collaboration between the Japanese government, private non-life insurance companies and
JER. Through the joint efforts of both the public and private sectors, the scheme is run in such
a way that it facilitates prompt and reliable earthquake insurance payouts.

Also, extreme care is taken in asset management and administration to secure reinsurance
payouts, with liquidity and safety as the top priority.

JER's 6th Medium-Term Management Plan kicked off in FY2021 and, with an eye to further
changes in the environment, we formulated a medium- to long-term corporate vision “Moving
into the next stage of security with the strength of an earthquake insurance specialist." JER
is now striving to achieve that vision. Specifically, JER aims to build on its sophisticated
management and contribute to the promotion of SDGs management by pursuing a human
assets strategy and digital transformation (DX). Specifically, it will focus on the following four
strategies: (i) Promoting initiatives toward the evolution of the earthquake insurance system;
(ii) Establishing an asset management system with an eye to an asset size of 1 trillion yen; (iii)
Establishing a system for prompt payouts at the time of a complex disaster; and (iv) Improving
the percentage of earthquake insurance as an accessory contract to fire insurance, as well as
supporting disaster preparedness and mitigation.

Fully recognizing our social responsibilities and mission, we will continue contributing to the
"development of the earthquake insurance system" and the "realization of a safe and secure
society" through the earthquake reinsurance business, aiming to earn greater trust from our
stakeholders.

As such, we sincerely appreciate your continued support.

July 2022

A Cp
Shoji Ito, President
Japan Earthquake Reinsurance Co., Ltd.
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JAPAN EARTHQUAKE
REINSURANCE CO,, LTD.

PROFILE

In accordance with the introduction of the Law concerning Earthquake Insurance (Law No. 73,
May 18, 1966) and following the launch of sales of earthquake insurance on dwelling risks to
be written in conjunction with dwelling and shop-owners comprehensive insurance policies,
JER was established with share capital of 1 billion yen by 20 domestic Japanese non-life insur-
ance companies on May 30, 1966. The Company was licensed for the earthquake insurance
business and started its operation on June 1, 1966.

Earthquake insurance on dwelling risks depends on this reinsurance system (which is a safety
net, as it were), in which the government, non-life insurance companies and JER participate to
ensure that insurance claims can be paid to policyholders without fail.

The insurance premiums paid by policyholders are separated from non-life insurance compa-
nies, and are managed and operated by the government and JER.

JER is thus at the center of a reinsurance system, and undertakes reinsurance procedures with
the government and non-life insurance companies, while managing and operating the insur-
ance premiums paid by policyholders as the sole earthquake reinsurance company in Japan.

ORGANIZATION

(As of April 1, 2022)

General meeting of shareholders

Board of auditors

Board of directors

Board of managing directors

Reinsurance Planning and

Financial dept. Audit office

administration dept. controller dept.
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SHAREHOLDERS

(As of March 31, 2022)

Shareholder No. of shares owned Percentage of shares
(1,000 shares) owned (%)
Tokio Marine & Nichido Fire Insurance Co., Ltd. 537 26.9
Sompo Japan Insurance Inc. 529 26.5
Mitsui Sumitomo Insurance Co., Ltd. 338 16.9
Aioi Nissay Dowa Insurance Co., Ltd. 255 12.8
AlG General Insurance Company, Ltd. 123 6.2
The Toa Reinsurance Co., Ltd. 93 4.7
Nisshin Fire & Marine Insurance Co., Ltd. 61 3.1
The Kyoei Fire & Marine Insurance Co., Ltd. 34 1.7
Rakuten General Insurance Co., Ltd. 8 0.4
SECOM General Insurance Co., Ltd. 7 0.4

BOARD MEMBERS (FULL-TIME)

(As of July 1, 2022)

Post Name
Chairman (representative director) Kazuhiko Ishihara
President (representative director) Shoji Ito

Managing director (representative director) Motomi Ikeda

Managing director (representative director) Hiroyuki Hata

Corporate auditor Tsuyoshi Suzuki
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MANAGEMENT INFORMATION

JER is now in the second year of the 6th 3-year Medium-Term Management Plan launched in
2021.

In addition to announcing its plan, JER adopted its medium- to long-term corporate vision,
“Moving into the next stage of security with the strength of an earthquake insurance special-
ist.” This plan lays out its first steps toward even more rapid progress over the next three years
or so to achieve its vision.

[Medium- to long-term corporate vision]
“MOVING INTO THE NEXT STAGE OF SECURITY WITH THE
STRENGTH OF AN EARTHQUAKE INSURANCE SPECIALIST”

Under the 6th Medium-Term Management Plan, JER aims to build on its sophisticated man-

agement and contribute to the promotion of SDGs management by pursuing a human assets

strategy and digital transformation (DX). Specifically, it will focus on the following four strate-

gies:

(i) Promote initiatives toward an evolution of the earthquake insurance system (the earth-
quake insurance system)

(ii) Establish an asset management system with an eye to an asset size of 1 trillion yen (the
asset management system)

(iii) Establish a system for prompt payouts at the time of a complex disaster (the emergency
response system)

(iv) Pursue initiatives in collaboration with relevant industries and others toward improving the
percentage of earthquake insurance as an accessory contract to fire insurance, as well as
support for disaster preparedness and mitigation (the system for preparing for disasters)

The 6th Medium-Term Management Plan (outline) [2021-2023]
o

We will establish a fair and highly transparent management system.
We will als0 respond promptly and decisively to changes in the social
environment.

We will prepare the reinsurance payment system to enable prompt
and proper actions after a large earthquake.

| | We focus on liquidity and saety in asset management.

Management policy

.
“Moving into the next stage of security with the strength of an earthquake insurance specialist.” |

T e Promoting initiatives toward the evolution of Establishing a system for prompt payouts The emergency
system the earthquake insurance system at the time of a complex disaster response system

Initiatives in collaborating with relevant industries and
T  Establishing an asset management system others to improve the percentage of earthquake insurance The system for
system with an eye to an asset size of 1 trillion yen as an accessory contract to fire insurance, as well as preparing for disasters
support for disaster preparedness and mitigation

Medium- to Long-Term
Corporate Vision

New
Medium-Term

Management
Plan

People and systems
Human assets strategy Promotion of digital transformation

Sophistication of management foundations and
to the promotion of SDGs management
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FINANCIAL HIGHLIGHTS

PREMIUMS WRITTEN UNDERWRITING PROFIT,

329 bn ORDINARY PROFIT,

NET INCOME

No underwriting profit was written.

All underwriting profits and investment income

Premiums written = Gross premiums written —
Cancellation refunds, other refunds

(Yen in billions)
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NET PREMIUMS WRITTEN NET LOSS RATIO

252 bn 64.7%
Net premiums written = Premiums written — Net loss ratio = (Net claims paid + Loss
Reinsurance premiums ceded adjustment expenses) +~ Net premiums written
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Reinsurance claims recovered
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NET EXPENSE RATIO
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Net expense ratio = Underwriting expenses +
Net premiums written
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COMBINED RATIO
87.1%

Combined ratio = Net loss ratio + Net expense
ratio

(%)

200
158.3%
150
100 87.1%
67.7%
62.3%
50

30.6%

2017 2018 2019 2020 2021 (Fiscal year)

NON-CONSOLIDATED
SOLVENCY MARGIN RATIO

193.0%

The solvency margin ratio is an indicator that
shows the ratio of the solvency margin of capi-
tal and reserves against risks that exceed nor-
mal expectations, such as the occurrence of a

major disaster or a significant drop in the price

of assets held by the company.
The solvency margin ratio is one of the indica-

tors used by administrative authorities to judge

the soundness of an insurance company’s

management, and if the ratio is 200% or higher,

the company is considered to have “adequate
solvency to pay insurance claims.

However, since JER has a special business struc-
ture based on the “Law Concerning Earthquake

Insurance,” the solvency margin ratio is not

used as a numerical value for the administrative

authority’s criteria for issuing an improvement
order, etc.

(%)
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400 - 379.6%
335.3% 356 69
300 \
297.6%
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TOTAL ASSETS, NET ASSETS

Total assets M Total assets Net assets

(Yen in billions) M Net assets (Yen in billions)

800 4
689

667

600 549
400

200

0
2017 2018 2019 2020 2021 (Fiscal year)

Breakdown of total assets

’719 bn

Breakdown of securities
32bn— 25 bn

17—

B Government bonds
.. Municipal bonds
M Securities . M Corporate bonds

W Call loans Foreign securities
Monetary recei bought

M Cash and deposits
Other assets
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FINANCIAL HIGHLIGHTS IN LAST 5 FISCAL YEARS

(Yen in millions)

2018 2020
Net premiums written 97,302 118,679 129,298 232,822 252,468
Rate of change (14.7%) 22.0% 8.9% 80.1% 8.4%
Net claims paid 8,924 124,276 26,223 10,187 150,088
Rate of change (96.0%) 1,292.5% (78.9%) (61.2%) 1,373.2%
Ordinary income 101,288 199,942 138,413 234,352 254,971
Rate of change (65.0%) 97.4% (30.8%) 69.3% 8.8%
Ordinary expenses 101,290 199,940 138,415 234,351 254,970
Rate of change (65.0%) 97.4%, (30.8%) 69.3% 8.8%
Ordinary profit (loss) (1) 1 2) 0 1
Rate of change — — (201.3%) — 63.3%
Net income (loss) 0) 1 (1) 0 1
Rate of change (159.8%) — (174.3%) — 351.4%
Net loss ratio 11.49% 113.0% 24.49, 5.4% 64.7%
Net expense ratio 50.9% 45.3% 43.3% 25.2% 22.49,
Interest and dividend income 1,181 1,107 872 752 594
Rate of change (8.7%) (6.3%) (21.2%) (13.8%) (21.0%)
Income yield 0.23% 0.22% 0.19% 0.13% 0.10%
Realized yield 0.14% 0.09% 0.09% 0.09% 0.14%
Common stock 1,000 1,000 1,000 1,000 1,000
Number of shares outstanding 2 mil. shares |2 mil. shares |2 mil. shares |2 mil. shares [2 mil. shares
Net assets 1,540 1,543 1,537 1,538 1,529
Total assets 549,220 468,425 510,798 667,273 689,022
Underwriting reserves 495,634 416,700 466,474 513,374 520,665
Rate of change 8.5% (15.9%) 11.9% 10.1% 1.4%
Of which, risk reserves 303,954 203,074 222,835 239,829 231,150
Rate of change 9.0% (33.2%) 9.7% 7.6% (3.6%)
Loans — — — — —
Rate of change — — — — —
Securities 200,239 228,248 250,648 365,834 457,705
Rate of change (14.6%) 14.0% 9.8% 46.0% 25.1%
L\lac;?(;consolldated solvency margin 379.6% 297.6% 335.3% 326.6% 193.0%
Net assets per share 774.54 yen| 776.01yen| 773.32yen| 773.77 yen| 769.30 yen
Net income (loss) per share (0.34 yen) 0.79 yen (0.59 yen) 0.17 yen 0.75 yen
Dividend propensity — — — — —
Number of employees 28 29 27 28 30

Our solvency margin ratio is not to be used as a figure for the criteria for triggering improvement orders, etc. issued by administrative authorities.
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EARTHQUAKE INSURANCE
IN JAPAN

ESTABLISHING THE EARTHQUAKE
INSURANCE SYSTEM

Japan is well known for its frequent earthquakes. Traditionally, the thinking has been that it
is difficult to provide insurance coverage for damage caused by earthquakes. One reason for
this is that nobody can be sure when an earthquake will strike. Another reason is that there is
a risk that a major earthquake could cause tremendous damage. Earthquake insurance was
for many years the subject of a great deal of research and discussion, to little avail. Despite
this, there was considerable public demand for a system of earthquake insurance on dwelling
risks to enable victims of an earthquake who have lost their homes or property to rebuild their
life. Responding to this demand, the non-life insurance business continued to study ways to
build such a system.

The Niigata Earthquake of June 1964 prompted efforts to establish the system. The govern-
ment and the non-life insurance industry conducted a detailed examination of the earth-
quake insurance system, ultimately leading to the Law concerning Earthquake Insurance.
The system for earthquake insurance on dwelling risks was built based on this law and Japan
Earthquake Reinsurance Co., Ltd. (JER) was established. We play a key role in taking on full
responsibility with the reinsurance of earthquake insurance contracts entered into by non-life
insurance companies.

MECHANISM OF THE EARTHQUAKE
INSURANCE SYSTEM

Earthquake insurance is arranged as an optional rider to fire insurance which covers build-
ings for residential use and/or personal property. Earthquake insurance cannot be purchased
on its own. If you conclude a fire insurance contract without earthquake insurance, you are
required to seal the earthquake insurance check column of the fire insurance contract ap-
plication form.

If you have entered into a fire insurance contract without earthquake insurance, you will be
able to purchase earthquake insurance while your fire insurance contract is valid. In some
areas, however, if an announcement warning of an earthquake has been made, you may not
be able to purchase earthquake insurance.

Japan Earthquake Reinsurance Co., Ltd. Annual Report 2022 8



INSURANCE COVERAGE

Loss of or damage to buildings for residential use and/or personal property through fire,
destruction, burial or flooding caused directly or indirectly by any earthquake or volcanic erup-
tion, or resulting tsunami (hereinafter referred to as an earthquake, etc.).

Fire insurance” does not cover
1. any losses caused by fire (including the spread thereof, and expanded loss) resulting
from an earthquake, etc., and
2. any fire that has spread because of an earthquake, etc. Earthquake insurance is needed
to compensate for these kinds of losses.

INSURABLE INTERESTS

Buildings for residential use and/or personal property

None of the following is insurable:

A building used as a plant or office, and not used for dwelling purposes, precious metals,
gems or antiques valued at 300,000 yen or more per piece, currency, securities (checks, share
certificates, gift certificates), certificates of deposit, revenue stamps, postal stamps, automo-
biles and certain other items.

TERM INSURED

Short-term, one year and long-term (two to five years)

AMOUNT INSURED

The policyholder is required to set the amount insured under earthquake insurance within a
range of 30-50% of the amount of insurance provided by his/her fire insurance. However, the
amount insured is limited to a maximum of 50 million yen for a building™ and 10 million yen
for personal property.

“Fire insurance
Ordinary fire insurance, long-term comprehensive insurance, deposit life comprehensive insurance, dwelling fire
insurance, householders’ comprehensive insurance, storekeepers’ comprehensive insurance and certain other types of
insurance.

“The amount insured of a condominium building such as apartment building is limited to 50 million yen, totaling
exclusive areas and common areas.

1) Japan Earthquake Reinsurance Co., Ltd. Annual Report 2022



PAYMENT OF INSURANCE CLAIMS

Under the Earthquake Insurance, insurance claims are paid out when the policyholder’s resi-

dential building and/or personal property have sustained total loss, large half loss, small half

loss or partial loss.

(Table 1)

Insurable objects Degree of loss

Amount of insurance claim paid

Total loss

100% of amount insured (up to the current price” of the
insurable objects)

Large half loss
Residential buildings,

60% of amount insured (up to 60% of the current price of the
insurable objects)

personal property Small half loss

30% of amount insured (up to 30% of the current price of the
insurable objects)

Partial loss

5% of amount insured (up to 5% of the current price of the
insurable objects)

Note: If the degree of damage is judged to be less than a partial loss, insurance claims will not be paid.

CASES WHEN NO INSURANCE CLAIM IS PAYABLE:

» Loss or damage due to willful acts or gross negligence or violation of law
» Loss or theft of the objects of the insurance

» Loss or damage due to war or insurrection

» Loss or damage occurring ten days or more after the earthquake
» Loss or damage caused only to gates, walls, fences, and other parts that are not major

structural parts.

" Current price

The current price is such that the amount of depreciation according to the service year is deducted from the price of

a new building.

Japan Earthquake Reinsurance Co., Ltd. Annual Report 2022
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AUTHORIZATION CRITERIA OF LOSSES
Major loss assessment standards by degree of loss are as follows.

(Table 2)

Residential building

Personal property

Degree of loss

Amount of loss of major
structural parts

Area of floor burnt down or
washed away (partial loss
applies when the residential
building is flooded above
floor level)

Degree of loss of or damage
to the personal property

Total loss

509% or more of the current
price of the residential
building

70% or more of the total
floor area of the residential
building

80% or more of the current
price of the personal
property

Large half loss

From 409% to less than 50%
of the current price of the
residential building

From 509% to less than 70%
of the total floor area of the
residential building

From 609% to less than 80%
of the current price of the
personal property

Small half loss

From 20% to less than 40%
of the current price of the
residential building

From 20% to less than 50%
of the total floor area of the
residential building

From 30% to less than 60%
of the current price of the
personal property

Partial loss

From 3% to less than 209,
of the current price of the
residential building

The residential building was
damaged but the damage is
not as much as total, large
half, small half or partial
loss, although it was flooded
above the floor level or above
45 cm from the ground level.

From 109% to less than 30%
of the current price of the
personal property

“Current price

The current price is such that the amount of depreciation according to the service year is deducted from the price of

a new building.
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LIMIT OF TOTAL AMOUNT OF INSURANCE CLAIMS TO BE PAID

Limit of total amount of insurance claims to be paid” is limited to 12,000 billion yen as re-
vised in April 1, 2021 per earthquake, etc. In the event the total amount of insurance claims
payable exceeds the limit, law allows insurance claims per contract to be reduced.

PREMIUM RATE

The premium rate for earthquake insurance is calculated by the General Insurance Rating
Organization of Japan™ on the basis of the Law concerning General Insurance Rating Orga-
nizations. The basic rate of insurance premiums consists of a risk premium rate applicable
to or appropriate for the future payment of insurance claims and a loading premium rate ap-
plicable to or appropriate for non-life insurance company expenses and agency commissions.

Premium rate = Risk premium rate + Loading rate

The Headquarters for Earthquake Research Promotion™, a government organization, pub-
lished the Probabilistic Seismic Hazard Maps. The risk premium rate is calculated based on
the latest revised damage projection method to cover all earthquakes used in the preparation
of the maps that are assumed to have the potential to cause damage in the future.

The premium rate actually applied is calculated by multiplying the basic rate of the insurance
premium that is set according to the structure of the residential building and the residential
building to accommodate personal property that are subject to insurance and the building
location, by a discount rate set according to the earthquake-resistance capability (for which
certain confirmation documents are required).

* Limit of total amount of insurance claims to be paid
The Law concerning Earthquake Insurance stipulates that the limit to the total insurance claims payable by the
government and private insurance company per earthquake, etc.. For details, see page 29 Insurance liabilities held by
JER, non-life insurance companies and the government.

™ General Insurance Rating Organization of Japan
An organization established in accordance with the Law concerning General Insurance Rating Organizations, which
aims to provide a fair basis premium rate applicable to non-life insurance.

" The Headquarters for Earthquake Research Promotion
Following on the lessons learned from the Great Hanshin-Awaji Earthquake Disaster, the Special Measure Law on
Earthquake Disaster Prevention was enacted to develop a system to facilitate research and study on earthquakes, and
based on this Law, the Headquarters for Earthquake Research Promotion was founded in July 1995. In March 2005,
the Headquarters for Earthquake Research Promotion published two kinds of maps as the National Seismic Hazard
Maps for Japan: the Probabilistic Seismic Hazard Map and the Scenario Earthquake Shaking Map.
The National Seismic Hazard Maps are subject to an annual review.

Japan Earthquake Reinsurance Co., Ltd. Annual Report 2022
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BASIC RATE (APPLICABLE TO BUILDINGS AND PERSONAL PROPERTY)

EXAMPLES OF PREMIUMS
Per one year insurance period and 10 million yen of amount insured (unit: yen)

Location Non
classifica- Prefecture
S wooden

Wooden

§Hokkai-do, Aomori-ken, lwate-ken, Akita-ken, Yamagata-ken, Tochigi-ken,

éGunma-ken, Niigata-ken, Toyama-ken, Ishikawa-ken, Fukui-ken, Nagano-ken,

1 iGifu-ken, Shiga-ken, Kyoto-fu, Hyogo-ken, Nara-ken, Tottori-ken, Shimane-ken,
iOkayama-ken, Hiroshima-ken, Yamaguchi-ken, Fukuoka-ken, Saga-ken,
§Nagasaki-ken, Kumamoto-ken, Oita-ken, Kagoshima-ken

iMiyagi-ken, Fukushima-ken, Yamanashi-ken, Aichi-ken, Mie-ken, Osaka-fu,

iWakayama-ken, Kagawa-ken, Ehime-ken, Miyazaki-ken, Okinawa-ken

7,300 11,200

11,600 19,500

23,000 41,100
26,500 41,100
27,500 41,100

“° 7
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DISCOUNT RATE

Either discount rate will apply to the foregoing basic premiums rate when the building and
personal property come under any of the following:

» Discounts cannot be claimed more than once.

(a) Seismic isolated building” discount
When the building is a seismic isolated building constructed in accordance with related
laws and accommodated personal property

Discount rate 50%

(b) Earthquake-resistance class™ discount rate
When the building corresponds to the earthquake-resistance class as provided for by law
and accommodated personal property

Earthquake-resistance class 1 2 3

Discount rate 10% 30% 50%

(c) Earthquake-resistance diagnosis discount

K

When the building was assessed as having an earthquake-resistance capacity™ equivalent
to that stipulated by related laws as a result of an earthquake-resistance diagnosis or an

earthquake-resistance refurbishment, and accommodated personal property

Discount rate 10%

(d) Building age discount rate
When the building was constructed during or after June 1981 and accommodated per-
sonal property

Discount rate 10%

“ Seismic isolated building
A seismic isolated building is a building that is assessed to be a seismic isolated building in accordance with the related
indicators in the Japanese Housing Performance Designation Standards under the Housing Quality Guarantee Law.

" Earthquake-resistance class
The earthquake-resistance class of a residential building is an indicator of earthquake resistance as stipulated in the
Japanese Housing Performance Designation Standards based on the Housing Quality Guarantee Law. It is also used to
evaluate a building for earthquake resistance as provided for in the assessment guidelines for earthquake-resistance
diagnosis based on the earthquake-resistance class (as to the body of the building) established by the Ministry of
Land, Infrastructure and Transport. A description of the classes is as follows.

Earthquake-Resistance Class 3

A class suggesting that the building will not topple or collapse against a force that is 1.5 times stronger than the
force of an earthquake (as provided for in Paragraph 3, Article 88, Enforcement Order of the Construction Standard
Act) that occurs very rarely (once every some hundred years)

Earthquake-Resistance Class 2
Class suggesting that the building will not topple or collapse against a force 1.25 times stronger than the force of an
earthquake that occurs very rarely

Earthquake-Resistance Class 1
Class suggesting that the building will not topple or collapse against that force of earthquake that occurs very rarely

" Earthquake-resistance capacity
Earthquake-resistance capacity is a seismic capacity that conforms to the current earthquake-resistance standards set
out in the Building Standards Law.

Japan Earthquake Reinsurance Co., Ltd. Annual Report 2022
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PREMIUM RATE OF A LONG-TERM CONTRACT
Premium rate of a long-term contract (a two-to-five year contract with special conditions for
premiums) is calculated as follows:

Contract period 2 years 3 years 4 years 5 years
Coefficient 1.90 2.85 3.75 4.70

An example of insurance premiums calculated

A non wooden residential building constructed in January 2000 in Saitama-ken:
Fire insurance (principal contract) amount insured: Building 20 million yen; personal property
10 million yen
Period of insurance: One year
1. Setting the amount insured of earthquake insurance: In this case, the proportion insured
(*) will be 50%.
Residential building: 20 million yen x 50% = 10 million yen
Personal property: 10 million yen x 50% = 5 million yen

2. Confirming the premium rate applicable: Saitama-ken, non wooden

— 2.65 (premium per 1,000 yen insurance)

3. Confirming the discount rate applicable: Building constructed in and after June 1981

— 10%
Earthquake Earthquake insurance Discount rate
h K amount insured premium rate
Earthquake insurance premium ~ _ o o _
on residential building = 10,000 X 2.65 x  (100% - 10%) = 23,900 (yen)
(1,000 yen)
2.39
Earthquake Earthquake insurance Discount rate
h ” amount insured premium rate
Earthquake insurance premium ~ _ _
on personal property = 5,000 X 2.65 x  (100% - 10%) = 11,950 (yen)
(1,000 yen)
2.39

“Proportion Insured
The insured earthquake amount as a percentage of the insured fire amount. The insured earthquake amount
should be 30-50% of the insured fire amount.

INCOME TAX CREDIT SYSTEM FOR EARTHQUAKE INSURANCE

In the tax system revision in fiscal 2006, the old income tax credit for non-life insurance was
revised, and an income tax credit for earthquake insurance was established to support self-
help efforts of the public in preparation for earthquake damages. As the revision enables
deductions of up to 50,000 yen and 25,000 yen from the gross income, etc. for the purposes
of income tax and the local inhabitant tax, respectively, the purchase of an earthquake insur-
ance policy became easier.
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REINSURANCE OF
EARTHQUAKE INSURANCE

MECHANISM OF REINSURANCE

In the event that a major earthquake happens, it can result in large payouts of insurance claim
by insurance companies. Because there is a certain limit, however, to the ability of these com-
panies to make payments, the government shares insurance responsibility with them through
reinsurance.

JER reinsures the earthquake insurance contracts underwritten by non-life insurance compa-
nies to take on full liability, which we homogenize before we pass on the risk proportionally to
the non-life insurance companies and the government by retrocession according to the limit
indemnity. We take up the remaining indemnity.

MECHANISM OF PAYMENT OF
INSURANCE CLAIMS

The policyholder claims insurance money to the non-life insurance company when the policy-
holder suffers a certain loss or damage as a result of an earthquake, etc., and the company
will pay insurance claim to the policyholder.

The non-insurance company which paid an insurance claim to the policyholder will claim the
full amount from JER through reinsurance. JER will pay the reinsurance claim in full to the
non-life insurance company.

This means that the amount of reinsurance claim paid by JER is the same as the amount of
the insurance claim paid to the policyholder by the non-life insurance company.

When a major earthquake occurs, a non-life insurance company must make a large amount
of money ready so that it can pay a large number of insurance claims. To avoid problems
in paying insurance claims, the government has set forth a ministerial ordinance that covers
the payment of reinsurance claims pertaining to earthquake insurance based on a rough
estimate, and promptly pays reinsurance claims based on a rough estimate (makes a
provisional payment) through JER.
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FLOWCHART OF REINSURANCE

To enable the government, non-life insurance companies and JER to share insurance liabilities
in an equitable manner, it is necessary to first collect and standardize evenly the risks non-life
insurance companies underwrote, and then distribute them to the relevant organizations. It
is also necessary to receive insurance premiums (reinsurance and retrocession premiums) as
compensation for taking on insurance liabilities. To collect, evenly standardize and distribute
risks and to give and take insurance premiums (reinsurance and retrocession premiums),
reinsurance transactions are conducted, centered on JER.
JER first reinsures earthquake insurance contracts that were underwritten by non-life insur-
ance companies, and then divides the risks evenly. After excluding the risks held by JER, JER
implements retrocession against the government and non-life insurance companies in accor-
dance with the burden of risks taken on by each organization.

Policyholders

Direct insurance l Application of insurance contracts (Insurance premiums)

Non-life insurance companies

Treaty A Treaty A:

100% reinsurance Earthgua.ke Reinsurance Tr_eaty (A)
(Reinsurance premiums) Non-life insurance companies <=> JER
Non-life insurance companies are required to conclude a
reinsurance contract with JER on all liabilities of earthquake
insurance contracts underwritten by them in accordance with the
Act on Earthquake Insurance, and JER is obliged to take up the
full liability for this earthquake insurance without fail. In other
words, non-life insurance companies are not allowed to select
certain earthquake insurance contracts underwritten by them
and enter into reinsurance contract. Meanwhile, JER cannot turn
down an application for a reinsurance contract to cover the
insurance liabilities taken up by non-life insurance companies in
accordance with the Act on Earthquake Insurance.

Reinsurance
(Collection and
equalization of risks)

JER (Japan Earthquake Reinsurance Co., Limited)

Treaty B Retaining of risks

Retrocession

(Distribution of risks) Retrocession Retrocession
(Retrocession (Retrocession JER
premiums) premiums)

Government Non-life insurance companies

(Earthquake reinsurance special account)
Treaty C: Treaty B:
Excess of loss reinsurance Earthquake Reinsurance Treaty (B)
JER <=> Government JER <=> Non-life insurance companies
JER has entered into an excess of loss It has been determined that a certain part of
reinsurance with the government in liabilities underwritten under Treaty A is to be
accordance with the Act on Earthquake retroceded to non-life insurance companies.

Insurance. JER retrocedes to the government  The proportion of underwriting by each non-life
part of the insurance liability taken up under  insurance company is determined mainly in
Treaty A. The government’s indemnity limit of accordance with the outstanding balance of
reinsurance is determined with the approval risks reserves for earthquake insurance.

of the Diet every year.

Japan Earthquake Reinsurance Co., Ltd. Annual Report 2022




INSURANCE LIABILITIES HELD BY JER,
NON-LIFE INSURANCE COMPANIES AND
THE GOVERNMENT

The limit of the total amount of insurance claims to be paid per earthquake, etc. is set in
advance. This system is designed so that, even in the event of an earthquake as devastating
as the Great Kanto Earthquake, insurance claims can be paid without problems. The current
limit of total amount of insurance claims to be paid is set at 12.0 trillion yen. This is the
reinsurance scheme that shows how JER, non-life insurance companies and the government
share and limit insurance liabilities within the limit of the total amount of insurance claims

to be paid per earthquake.

REINSURANCE SCHEME (APPLICABLE TO EARTHQUAKE, ETC. THAT
TAKE PLACE AFTER APRIL 1, 2021)

Small Amount of damage per earthquake, etc. Large
(Payable insurance claims)

Up to Up to

125.9 billion yen 266.1 billion yen 12:trillion yen

125.9 ( Approx. 99.8%
billion
70.1 billion
28.9 billion Approx. 0.2%

1t layer 3 layer

LIABILITY LIMIT

JER and non-life insurance companies 224.9 billion yen
The government 11,775.1 billion yen

JER and non-life insurance companies pay insurance claims up to 125.9 billion yen (1st layer)
per earthquake, etc. The government and others (non-life insurance companies and JER) share
equally insurance claims for the portion exceeding 125.9 billion yen, up to 266.1 billion yen
(2nd layer). The government pays a majority of insurance claims (approximately 99.8%,) for
the portion exceeding 266.1 billion yen (3rd layer).

In this way, in cases where insurance claims per earthquake, etc. exceed a certain amount,
excess liabilities are shared by the relevant organizations. This is called the excess of the loss
reinsurance.
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EXAMPLES OF INSURANCE CLAIMS TO BE PAID BY JER, NON-LIFE
INSURANCE COMPANIES AND THE GOVERNMENT

Suppose that insurance claims amounting to 2 trillion yen for losses or damages associated
with a single earthquake are to be paid. JER, non-life insurance companies and the govern-
ment will pay each in the following amount:

(Unit: billion yen)

Claims paid Portion over Portion over
Portion up to 125.9 billion yen,  266.1 billion yen, Total
125.9 billion yen and up to and up to

A person of burden 266.1 billion yen 2,000 billion yen

JER @ Woris 125.9 70.1 About 4.3 About 200.3
insurance companies

The government — 70.1 About 1,729.6 About 1,799.7
Total 125.9 140.2 1,733.9 2,000.0

THE BALANCE OF RISK RESERVES AT JER AND NON-LIFE INSURANCE
COMPANIES AND THE GOVERNMENT LIABILITY RESERVES AT THE END
OF FISCAL 2021

JER and non-life insurance companies save the risk premium of insurance premiums paid by
policyholders as earthquake insurance risk reserves for the possible payment of earthquake
insurance claims while the government saves government reserves in the earthquake reinsur-
ance special account under law. Additionally, it is necessary for all investment profits from
these accumulated liability reserves to also be accumulated as liability reserves. In the event
that an earthquake occurs and causes losses or damages, each of JER, non-life insurance
companies and the government pays an insurance claim according to each liability as stipu-
lated in the reinsurance scheme by withdrawing from reserves.

JER and Non-life insurance companies 251.6 billion yen
The government 1,964.5 billion yen
Total 2,216.1 billion yen

Note 1: The risk reserves by the non-life insurance companies include the amount equivalent to deferred tax assets due
to tax effect accounting.
2: Government reserves will be finalized when the settlement for fiscal 2021 is approved by the Diet.
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STATISTICS

REINSURANCE CLAIMS PAID IN FISCAL 2021

Reinsurance claims paid in fiscal 2021 amounted to 290.3 billion yen, including reinsurance
claims paid to cover the earthquake centered in Fukushima Prefecture’s offshore area. In
terms of numbers, 300,171 claims were paid (on the basis of insurance policies). See below
for claims paid for major earthquakes, etc.

Earthquake No. of Reinsurance

(Region name) Date of occurrence  Magnitude policies clgims paid

(million yen)
1. Fukushima-ken-oki February 13, 2021 7.3 239,599 246,766
2. Miyagi-ken-oki March 20, 2021 6.9 22,995 18,626
3. Miyagi-ken-oki May 1, 2021 6.8 10,508 7,808
4. Chiba-ken Hokuseibu October 7, 2021 5.9 10,929 7,384
5. The 2018 Northern Osaka June 18, 2018 6.1 5,744 3,551
Other earthquakes — — 10,396 6,197
Total — — 300,171 290,335

THE PERCENTAGE OF HOUSEHOLDS PURCHASING EARTHQUAKE
INSURANCE IN AREAS AT RISK OF MAJOR EARTHQUAKES

No. of Percentage of .
Earthquake households (A) NO o households with Proloeiall iy e &
(Region name) (1,000 policies (B) insurance (B/A) earthquake could occur

(1,000 policies) within the next 30 years

households) (%)
Great Kanto 23,094 8,125 35.2 Nearly 0%—6%
Tokyo metropolitan 22,729 7,995 35.2 About 70%
Nankai trough 48,066 16,902 35.2 70%-80%

Note 1: JER prepared the number of households and the number of policies, assuming that major prefectures were
stricken.

2: The probability that an earthquake could occur within the next 30 years is based on the 2021 version of the
National Seismic Hazard Maps for Japan of the Headquarters for Earthquake Research Promotion of the
Japanese government. The probability of a Great Kanto Earthquake is that of a magnitude 8 earthquake along
the Sagami Trough. The probability of an inland earthquake in Tokyo metropolitan area is that of a magnitude
7 earthquake to be caused by a sinking plate along the Sagami Trough.

Japan Earthquake Reinsurance Co., Ltd. Annual Report 2022
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TOP 20 EARTHQUAKES AS TO REINSURANCE CLAIMS PAID

See the table below for the top 20 earthquakes with respect to reinsurance claims paid since

the earthquake insurance system was established.

(As of March 31, 2022)

(REeagriE)hnqs:E'?e) Date of occurrence  Magnitude  No. of policies Rg;?;%ﬁﬂﬁirfl;eig;s
1. The 2011 off the Pacific March 11, 2011 9.0 825,637 1,289,128
coast of Tohoku
2. The 2016 Kumamoto April 14, 2016 7.3 215,208 390,612
3. Fukushima-ken-oki February 13, 2021 7.3 239,599 246,766
4. The 2018 Northern Osaka June 18, 2018 6.1 158,148 124,168
5. Hyogo-ken Nanbu January 17, 1995 7.3 65,427 78,346
= E‘frizmg Hokkaido Eastern . per 6, 2018 6.7 73,041 53,181
7. Miyagi-ken-oki April 7, 2011 7.2 31,018 32,414
8. Miyagi-ken-oki March 20, 2021 6.9 22,995 18,626
9. Fukuoka-ken Seiho-oki March 20, 2005 7.0 22,066 16,973
10.Geiyo March 24, 2001 6.7 24,453 16,942
11.Niigata-ken Chuetsu October 23, 2004 6.8 12,610 14,898
12. Niigata-ken Chuetsu-oki July 16, 2007 6.8 7,873 8,251
13. Miyagi-ken-oki May 1, 2021 6.8 10,508 7,808
14. Chiba-ken Hokuseibu October 7, 2021 5.9 10,929 7,384
15. Fukuoka-ken Seiho-oki April 20, 2005 5.8 11,338 6,430
16. Tokachi-oki September 26, 2003 8.0 10,553 5,990
17. Tottori-ken Chubu October 21, 2016 6.6 7,255 5,614
18. Iwate-Miyagi Nairiku June 14, 2008 7.2 8,276 5,545
19. Suruga-wan August 11, 2009 6.5 9,552 5,194
20. Shizuoka-ken Tobu March 15, 2011 6.4 5,472 4,763

Note 1:

After the 2011 off the Pacific coast of Tohoku, in accordance with our reinsurance scheme at the time, the

government paid 587,064 million yen and JER and non-life insurance companies paid 702,064 million yen.

2: After the 2016 Kumamoto Earthquake, in accordance with our reinsurance scheme at the time, the government
paid 137,656 million yen and JER and non-life insurance companies paid 252,956 million yen.

3: After the 2018 Northern Osaka Earthquake, in accordance with our reinsurance scheme at the time, the govern-
ment paid 17,884 million yen and JER and non-life insurance companies paid 106,284 million yen.

4: After the Hyogo-ken Nanbu Earthquake in 1995, in accordance with our reinsurance scheme at the time, the
government paid 6,173 million yen and JER and non-life insurance companies paid 72,173 million yen.
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Below are the epicenters and magnitudes of the top 20 earthquakes for which we paid reinsur-
ance claims in the past. The number attached to the name of the earthquake is in order of
payment amount.

As a reference, the epicenter area and the probability that an earthquake with a magnitude
of about 7 in southern Kanto, the Nankai Trough earthquake could occur within the next 30
years announced by the Headquarters for Earthquake Research Promotion of the government
are also included.*

6. The 2018 Hokkaido
Eastern Iburi (M6.7)

~_ 16. Tokachi-oki (M8.0)

8. Miyagi-ken-oki (M6.9)

18. lwate-Miyagi Nairiku (M7.2)

11. Niigata-ken Chuetsu (M6.8) I 7o

L . 0, 1. The 2011 off the Pacific
12. Niigata-ken Chuetsu-oki (M6.8) n\‘ R coast of Tohoku (M9.0)

19. Suruga-wan (M6.5) s | 8 ©/

17. Tottori-ken Chubu (M6.6)

7. Miyagi-ken-oki (M7.2)
13. Miyagi-ken-oki (M6.8)

9. Fukuoka-ken Seiho-oki (M7.0)

3. Fukushima-ken (M7.3)
15. Fukuoka-ken

Seiho-oki (M5.8)

About M7 (M6.7 to 7.3) earthquake
caused by a sinking plate along the
Sagami Trough Around 70%

14. Chiba-ken Hokuseibu (M5.9)

20. Shizuoka-ken Tobu (M6.4)

Nankai Trough earthquake (about M8 - 9) 70% to 80% I

4. The 2018 Northern Osaka (M6.1)
5. Hyogo-ken Nanbu (M7.3)

2. The 2016 Kumamoto (M7.3)

* The epicenter areas for the Sagami Trough and the Nankai Trough in the above diagram are shown as the possible largest areas.
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]
SUSTAINABILITY

JER recognizes that efforts to create a sustainable society are an impor- SUSTAINABLE
tant issue, and is taking the following initiatives to achieve the Sustainable E‘(E,I,:(thrg

Development Goals (SDGs) adopted at the UN Summit in September 2015.

£
)

INITIATIVES THROUGH BUSINESS ACTIVITIES

P T JER aims to achieve the SDGs by providing safety and security to support
[T ﬁEéﬁ the lives of those affected by earthquake disasters through the operation of

its earthquake insurance system, as the only company underwriting earth-
quake reinsurance on dwelling risks in Japan.

In recent years, Japan has experienced frequent natural disasters such as earthquakes,
typhoons, and torrential rains. Mean while, the probability of a major earthquake in the
near future, such as an earthquake directly under the Tokyo metropolitan area or the Nankai
Trough, is increasing. Therefore, JER will contribute to the reconstruction of the lives of disas-
ter victims by developing a system that enables prompt and reliable reinsurance payments
even when disasters and infectious diseases occur simultaneously.

JER will also promote understanding of earthquake insurance as a means to support the
reconstruction of people’s lives after a disaster, and will use its extensive database to provide
useful information on disaster prevention and disaster mitigation. Through these such efforts
to increase the earthquake insurance take-up ratio and to contribute to disaster prevention
and disaster mitigation, JER will help build “Sustainable Cities and Communities.”

. Establishing Providing information
Promoting .
. a prompt payment useful for disaster
understanding of . .
. system in the event of prevention and
earthquake insurance . e
a complex disaster mitigation

Encouraging of

Increasing in the
earthquake insurance
take-up ratio

disaster prevention
and mitigation efforts

Rapidly rebuilding the lives of [ '™ [Mssie
disaster victims Tl ﬁaém
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ESG INVESTMENT

1 Based on its public nature as an earthquake reinsurance company, JER is
MyRdit engaged in ESG investment to provide funds to companies and businesses
e with superior records in the environment and society, aiming to both gen-
@ erate investment income and address social issues. In selecting investee
companies, JER will make a comprehensive judgment based not only on
financial information but also on a company’s ESG initiatives, including its
response to environmental and social issues. JER is also committed to promoting ESG initia-
tives among its portfolio companies through constructive dialogue.

The table below shows the results of investments in SDG bonds (bonds that comply with the
International Capital Markets Association’s (ICMA) Green Bond Principles, Social Bond Prin-
ciples, Sustainability Bond Guidelines, Sustainability Linked Bond Principles, and Climate
Transition Finance Handbook, and are allocated to projects that contribute to the realization
of the SDGs) in fiscal 2021.

Green Bonds 5 4.0 billion yen
Social Bonds 23 21.4 billion yen
Sustainability Bonds 7 3.8 billion yen
Sustainability Linked Bonds 2 1.9 billion yen
Total 37 31.1 billion yen

Contributing
to a prosperous
society through
ESG investments
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PROMOTING DIVERSITY AND INCLUSION

1% JER actively promotes diversity and inclusion so that employees with diverse

MyRdit values can make the most of their individuality and fulfill their potential.
JER is focusing its activities on women and seniors in particular in its mid-

17 PARTNERSHIPS
FORTHE GOALS

@ term management plan starting from FY2021.

In July 2022, JER received Eruboshi certification from the Min- +t+
ister of Health, Labor and Welfare as an employer with an excellent track record in %
initiatives for the promotion of women'’s activities. This certification is based on the %f‘é*m@‘”"f:
Act on Promotion of Women’s Participation and Advancement in the Workplace and
recognizes companies that meet certain standards and are making excellent efforts to pro-
mote the active role of women in their workplaces. JER met all criteria in five evaluation cat-
egories (“Recruitment,” “Continuous Employment,” “Working Hours and Other Work Styles,”
“Management Ratio,” and “Diverse Career Courses”) and received a 3-star certification, the

highest rank of Eruboshi rank.

JER will continue to actively work to create an environment in which all employees can fully
demonstrate their abilities, and to enable them to work with enthusiasm and fulfillment.

* The Japanese words in the logo express the meaning of “Women are playing an active role in the company.”

RESPONDING TO CLIMATE CHANGE

JER approaches its environmental conservation activities by operating an environ-

mental management system under its Environmental Policy. JER has identified (1)

appropriate use of electricity, (2) appropriate use of paper, and (3) appropriate
disposal of waste as priority management items, and is pursuing a number of measures
to reduce its environmental impact. Specifically, we are working on energy conservation,
resource conservation and recycling of resources by promoting paperless operations, reduc-
ing the amount of copier paper used, saving electricity, and promoting green purchasing.

JER also introduced Toyota Motor Corporation’s new fuel cell vehicle (FCV), the Mirai, in July
2021. Mirai has been is called the “ultimate eco-car” because it does not emit carbon dioxide,
a cause of global warming, and because it runs on a motor powered by a “fuel cell” that uses
hydrogen as fuel and generates electricity through a scientific reaction
with oxygen in the air.

JER began measuring greenhouse gas emissions in FY2021 in order
to understand the environmental impact of its business activities. We
will continue our efforts to realize a low-carbon society by curbing and reducing greenhouse
gas emissions. We will also contribute to achieving the goals of the SDGs through our environ-
mental conservation activities.
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CONTRIBUTING TO LocAL COMMUNITIES AND SOCIETY

13 cuse In December 2020, JER received an award from Chuo Ward for its daily
@ greening activities in the community. JER also donates used stamps and

prepaid cards collected in-house to the Chuo City Social Welfare Council.
The used stamps and prepaid cards are used to fund volunteer activities in the ward.

JER provides up to one month of volunteer leave to support employees’ social contribution

activities. JER also requires employees to obtain an Advanced First Aid
certification from the Tokyo Disaster Prevention & Emergency Medical
Service Association at the time of joining the company, which is useful in
providing first aid to the injured in the event of a disaster.
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Financial Section

Financial Statements

1. Balance Sheets

2. Statements of Income

3. Statements of Cash Flow

4. Statement of Changes in Shareholders’ Equity
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FINANCIAL STATEMENTS

1. Balance Sheets

(NET ASSETS)

(Yen in millions)

ASSETS — Fiscal Year 2020 2021
( ) (Yen in millions) (As of March  (As of March
Fiscal Year 2020 2021 31, 2021) 31, 2022)
(As of March  (As of March ltem Amount Amount
31, 2021) 31, 2022) .
Item Amount Amount o Jstocl.( 1’:22 1'(5)2(7)
Cash and deposits 263,355 193,688 CEES
Deposits 263.355 193,688 Legal reserve of retained earnings 1 1
Call loans 105 42 Other legal reserve of retained earnings 545 546
Monetary receivables bought 19,999 17,999 Special reserves 17 17
Securities 365,834 457,705 Special price fluctuation reserves 89 39
Government bonds 16,687 25,898 Retained earnings carried forward 488 489
Municipal bonds 73,774 95,870 Treasury Stock (5) (5)
Corporate bor.n.is 249,705 303,916 Total shareholders’ equity 1,540 1,541
Foreign securities 24,785 32,020 Net unrealized gains on available-for-sale
Other se-cur\ties 931 - o @) (12)
Tang|b|g fasclassst g2 (e Total valuation and translation adjustments 1) (12)
Buildings 20 20 il & =
Other tangible fixed assets 31 26 otallnetiassety G238 223
Intangible fixed assets 114 89 Total liabilities and net assets 667,273 689,022
Software 112 87
Other intangible fixed assets 1 1 o
Other assets 17,812 19,449 Notes for fiscal .2021 ) L
Reinsurance accounts receivable 17,530 19,090 1. Matters relating to accounting policies are as fol-
Accounts receivable 3 5 lows.
Uncollected income 227 236 . AR
Deposits . o (1) Appraisal standards and method of securities
Suspense payments 5 71 and method of indication are as follows.
Total assets 667,273 689,022

0]

(LlABILITlES) (Yen in millions) (”)
Fiscal Year 2020 2021
(As of March  (As of March
31, 2021) 31, 2022)
Item Amount Amount
Underwriting funds 631,956 664,942
Outstanding claims 118,581 144,276
Underwriting reserves 513,374 520,665
Entrusted reserves 25,962 16,748
Other liabilities 6,690 7,434
Reinsurance accounts payable 5,004 5,227
Income taxes payable 457 371
Deposits payable 3 3
Accrued amounts payable 239 484
Derivatives 986 1,346
Reserve for retirement benefits 151 128
Reserve for directors’ retirement benefits 10 7
Reserve for bonus payments 23 22 2)
Reserves under the special law 0 0
Reserve for price fluctuation 0 0 (3)
e et o )
Total liabilities 665,734 687,492
)
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Available-for-sale securities are appraised ac-
cording to the market price at term end.

With respect to the unrealized gain of assets
corresponding to the underwriting reserves and
entrusted reserves of earthquake insurance, the
amount before tax effect deduction is shown

as Net unrealized gains on other securities of
earthquake insurance in Liabilities on the form
attached to the Enforcement Rules of Insurance
Business Act. For other unrealized gains, the
amount after tax effect deduction is processed
entirely according to the direct capital injection
method and indicated in Shareholders’ Equity.
The calculation of the sales price is based on
the moving average method.

The appraisal of derivatives is done on the basis
of market price.

Although depreciation of tangible fixed assets
is calculated using the declining balance meth-
od, buildings (excluding equipment attached to
buildings) that were acquired on or after April 1,
1998 and equipment attached to buildings and
structures that were acquired on or after April
1, 2016 were depreciated using the straight-line
method.

Software for in-house use that is recorded as
an intangible fixed asset is amortized using the
straight-line method over the estimated usable
life (five years).
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()

(6)

7)

®)

9)

(10)

(11)

The conversion of foreign currency assets and li-
abilities into Japanese currency is processed ac-
cording to the accounting standards for foreign
currency transactions.

Reserve for bad debts is written as follows against
losses from bad debts in accordance with the
self-appraisal standard of assets and deprecia-
tion and reserve standards.

In connection with claims against debtors who
have gone bankrupt legally and formally, includ-
ing bankruptcy, special liquidation or disposition
by suspension of business at a clearing house, or
debtors who are effectively bankrupt, the rest of
any of the claims deducting an estimated amount
of disposable mortgage and a deductible amount
by guarantee was appropriated for such reserves.
In connection with the other claims, the rate of
bad debts calculated according to past bad debts
and other factors is multiplied by the amount of
claims to appropriate for reserves.

In addition, all claims are written after the finance
department appraises the assets, and the result
is audited by the planning and controller depart-
ment independent of the finance department to
appropriate the appraisal for reserves.

There are no assets in the current term that are
to be appropriated for reserves and no reserve is
required.

For employees’ retirement and severance bene-
fits, reserve for retirement benefits is appropriat-
ed according to estimated retirement allowance
liabilities at the end of the term.

Retirement allowance liabilities are calculated us-
ing a simple method on the basis of the allow-
ance to be supplied at the end of the term for any
employee who retires for his/her own reasons.
For reserve for directors’ retirement benefits, the
benefits to be paid at the end of the term are
recorded according to the relevant in-house rules.
Reserve for bonus payments is calculated accord-
ing to the standards for the estimated bonuses
payable as of the end of the fiscal year under
review.

To prepare for a loss from price changes of
shares and others, reserve for price fluctuation is
appropriated according to Article 115, Insurance
Business Law.

Reinsurance transactions are based on provisions
of earthquake reinsurance treaty concluded with
non-life insurance companies and excess of loss

12)

reinsurance with the government. Premiums writ-
ten is recorded when reports on earthquake re-
insurance premiums are received, and insurance
premiums recognized to have been ceded to non-
life insurance companies and the government are
recorded as reinsurance premiums ceded.
Moreover, claims paid are recorded when state-
ments of earthquake reinsurance claims are
received, and insurance claims recognized to
be recoverable by non-life insurance companies
and the government are recorded as reinsurance
claims recovered.

The aggregate amount for the total amount of
outstanding claims reported by non-life insurance
companies and amounts of claims from non-life
insurance companies which is processed but un-
settled are recorded as outstanding claims.

The portion of outstanding claims equivalent to
the portion covered by reinsurance in accordance
with Article 73, Paragraph 3 of the Insurance
Business Act is not recorded.

(Changes in accounting policies)

We have applied “Accounting Standard for Fair
Value Measurement” (ASBJ Statement No. 30,
July 4, 2019) and others from the beginning of
the fiscal year 2021.

In accordance with the transitional treatment set
forth in Paragraph 19 of “Accounting Standard
for Fair Value Measurement” and Paragraph 44-2
of “Accounting Standard for Financial Instru-
ments” (ASBJ Statement No. 10, July 4, 2019),
the Company has prospectively applied a new ac-
counting policy prescribed by “Accounting Stan-
dard for Fair Value Measurement” and others.
There is no effect on the financial statements.

2. Financial instruments, fair value of financial instru-
ments, and breakdown by input revel.

1)
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Situation of financial instruments

We mainly hold highly rated short- and medium-
term Japanese and foreign bonds and short-term
financial instruments in preparation for reinsur-
ance payouts. We manage assets by attaching
top priority to liquidity and safety and giving
additional consideration to profitability. It is our
policy to engage in derivatives trading or forward
exchange contracts to reduce the market risks of
foreign-currency receivables associated with ex-
change fluctuations, within the limits of actual
demand. In addition, we maintain an understand-
ing of market risks, credit risks and liquidity risks



and manage current quotations and credit infor-
mation on a regular basis in this regard.
(2) Fair value of financial instruments and break-
down by input revel
The following table presents the amounts shown
on the balance sheet and fair value breakdown
by input level as of March 31, 2022. Cash and
deposits, call loans, and monetary receivables
are omitted because they are settled in a short
period of time and their fair values are similar to
their book values.
The fair value of financial instruments are clas-
sified into the following three levels based on the
observability and materiality of the inputs used
in the fair value calculation:
Level 1: Fair value measured by the market
price of the asset or liability in active markets
among the observable inputs
Level 2: Fair value measured by the observable
inputs other than the Level 1 inputs
Level 3: Fair value measured by unobservable
inputs
If multiple inputs are used with a significant im-
pact on the fair value measurement, the fair value
measurement is categorized in its entirety in the
same level of the fair value hierarchy as the low-
est level input.

Financial instruments recorded at fair value on

the balance sheet
(Yen in millions)

Balance sheet amount

Category
Level 1 Level2 Level 3  Total
Securities -
Available-for-sale securities - 457,705 - 457,705
Government bonds - 25,898 - 25,898
Municipal bonds - 95870 - 95,870
Corporate bonds - 303916 - 303916
Foreign securities - 32,020 - 32,020
Derivatives (¥*)
Derivatives not subject to - (1,346) - (1,346)
hedge accounting
Foreign currency - (1,346) - (1,346)

(*) Derivative assets and liabilities arising from derivative transactions included in Other
assets and Other liabilities are presented on a net basis. Net debts are shown in
parentheses.

Note 1: Description of the valuation techniques and inputs used in the fair
value measurement
Securities
The fair value of securities which is based on the Reference Sta-
tistical Prices of Japan Securities Dealers Association and prices
provided by external vendors is categorized within level 2 based on
market activity.
Derivatives
Since derivatives are OTC derivatives and no public prices are avail-
able, the fair value is measured using discounted cash flow analysis
according to the type of transaction and the remaining maturity. The

main inputs used in the valuation technique are interest rates and
exchange rates. Fair value that can be measured without using unob-
servable inputs or that has little impact is categorized within level 2.

3. Taxes are included when preparing accounts for
consumption tax and other items.

4. Risk reserves contained in Underwriting reserves
have been deposited based on instructions for the
calculation of underwriting reserves by accumulat-
ing the amounts that result from subtracting an
amount equivalent to corporate taxes from the net
premiums written and profit from operating the as-
sets.

5. The accumulated depreciation of tangible fixed as-
sets is 184 million yen and the advanced deprecia-
tion of tangible fixed assets is 2 million yen.

6. See below for a breakdown of outstanding claims.
(Yen in millions)

Outstanding claims (before the deduction of

) : . 153,243
outstanding reinsurance claims)
Outstanding reinsurance claims related to the

. 8,966
above claims
Net outstanding claims 144,276

7. Total deferred tax assets amount to 2,447 million
yen. Deferred tax assets are all deducted from the
total amount for a valuation reserve.

A breakdown of deferred tax assets reveals tax loss
carried forward of 2,295 million yen, unpaid busi-
ness taxes of 81 million yen, a reserve for retirement
benefits of 36 million yen and unpaid special busi-
ness tax of 22 million yen.

The major factor behind the significant change in
amount for a valuation reserve is the 1,738 million
yen increase in the valuation allowance for tax loss
carried forward.

8. No event that could have a material impact on assets

or profits or losses in or after the next fiscal year
has arisen since the last day of the fiscal year under
review.

9. Net assets per share are 769.30 yen. The basis for

this calculation is that net assets are 1,529 million
yen, net assets accrued from ordinary shares are
1,529 million yen and the number of ordinary shares
at the end of the term is 1,988 million.

10. Each amount is rounded down to the nearest
whole unit.
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2. Statements of Income

(Yen in millions)

Fiscal Year 2020 2021
(from April 1, 2020  (from April 1, 2021
to March 31, 2021) to March 31, 2022)

Item Amount Amount
Ordinary income 234,352 254,971
Underwriting income 233,000 252,930
Net premiums written 232,822 252,468
Lrl\/eer;tilr]ﬂrﬁzt income on savings 177 462
Investment income 1,339 2,040
Interest and dividend income 752 594
Gains on sales of securities 96 144
Foreign exchange gains 667 1,763
Other investment income 0 0
[ st aeon a7 )
Other ordinary income 12 -
Ordinary expenses 234,351 254,970
Underwriting expenses 231,610 251,456
Net claims paid 10,187 150,088
Loss adjustment expenses 2,338 13,270
Commissions and brokerage fees 57,235 55,111
Provision of outstanding claims 114,948 25,695
Provision of underwriting reserves 46,900 7,291
Investment expenses 1,006 1,662
Losses on sales of securities 69 207
Losses on derivatives 922 1,439
Other investment expenses 15 15
gfpi's:i:sg, general and administrative 1,733 1,828
Other ordinary expenses - 22
Interest expenses - 22
Ordinary income (loss) 0 1
Extraordinary income - 2
Other extraordinary income - 2
Extraordinary losses 0 2
Provision of reserve for price fluctuation 0 0
Other extraordinary losses - 2
Net income (loss) before income taxes 0 1
Income taxes 0 0
Total income taxes 0 0
Net income (loss) 0 1

Japan Earthquake Reinsurance Co., Ltd.

Notes for fiscal 2021

1. See below for a breakdown of net premiums written.
(Yen in millions)

Premiums written: 329,088
Reinsurance premiums ceded: 76,619
Net premiums written: 252,468

2. See below for a breakdown of net claims paid.
(Yen in millions)

Claims paid: 290,335
Reinsurance claims recovered: 140,247
Net claims paid: 150,088

3. See below for a breakdown of the provision of out-
standing claims (figures in parentheses are the re-

versal of outstanding claims).
(Yen in millions)

Provision of outstanding claims

(before the deduction of outstanding (9,077)
reinsurance claims)

Provision of outstanding reinsurance claims

related to the above claims @77,
Net provision of outstanding claims 25,695

4. The interest and dividend income are given below
by category:

(Yen in millions)

Deposits: 8
Call loans: 0
Monetary receivables bought: 2
Securities: 584
Total: 594

5. Paper profit/loss involved in the losses on derivatives
is a loss of 1,346 million yen.

6. Net income per share is 0.75 yen.
The basis for this calculation is such that net in-
come is 1 million yen, net income accrued from
common stocks is 1 million yen and the term aver-
age number of common stocks amount to 1.988
million.

7. The legal effective tax rate at the end of the term
is 28.00%, and the corporate tax burden after ap-
plying the tax effect is 16.249%. The difference is
explained by the following breakdown: valuation re-
serve 95,587.749,, exclusion from gross revenue of
reversal of taxable risk reserves related to claims
paid etc. (89,504.57%), and exclusion from gross
revenue of reversal of taxable risk reserves related
to publicity expenses (6,116.54%).

8. Each amount is rounded down to the nearest whole
unit.

Annual Report 2022



3. Statements of Cash Flow

(Yen in millions)

Fiscal Year

2020 2021
(from April 1, 2020  (from April 1, 2021
to March 31, 2021) to March 31, 2022)

Item Amount Amount
Cash flow from operating activities
Net income (loss) before income taxes 0 1
Depreciation 78 74
Inc_rease (decrease) in outstanding 114,948 25,695
claims
Increase (decrease) in underwriting 46,900 7291
reserves
Increase (decrease) in entrusted 911 (9,214)
reserves
Increase (decrease) in reserve for
retirement benefits a2 )
Increase (decrease) in reserve for 3) )
directors’ retirement benefits
Increase (decrease) in reserve for
b 0 (0)
onus payments
Increase (decrease) in reserve for 0 0
price fluctuation
Interest and dividend income (752) (594)
Losses (gains) on investment in
securities @ 6z
Foreign exchange losses (gains) (1,132) (1,711)
Decrease (increase) in other assets
(other than investment and financial (10) (1,627)
activities related)
Increase (decrease) in other liabilities
(other than investment and financial (7,548) 468
activities related)
Others 1,086 274
Subtotal 154,439 20,695
Interest and dividends received 1,347 1,319
Income taxes paid 0) 0)
Net cash provided by operating activities 155,787 22,014
Cash flow from investing activities
Net increase (decrease) in deposits (65,030) -
Purchase of monetary receivables
bought (19,997) (22,998)
Proceeds from sales and redemption
of monetary receivables bought 228 19,999
Purchase of securities (199,266) (187,139)
Proceeds from sales and redemption
of securities ehidlez SR
Total investment assets activities (174,333) (96,699)
Total operating activities and (18,546) (74,685)
investment assets activities ! ’
Acquisition of tangible fixed assets ©) )
Others (34) (36)
Net cash provided by investing activities (174,369) (96,744)
Cash flow in financing activities - -
Effect of exchange rate changes on cash B _
and cash equivalents
Net increase (decrease) in cash and (18,582) (74,729)
cash equivalents ! '
Cash and cash equivalents at the 218012 199.430
beginning of the year ’ ’
Cash and cash equivalents at the end 199,430 124,700

of the year

Notes for fiscal 2021

1. Relationship of cash and cash equivalents at the
end of the year with the amounts mentioned in the
relevant balance sheet item.

(Yen in millions)

(As of March (As of March

31, 2021) 31, 2022)
Cash and deposits 263,355 193,688
Call loans 105 42
Monetary receivables bought 1)) 17,28
Securities 365,834 457,705
Deposits of a depository period
over three months @2eE) @20E)
Monetary receivables bought other than
cash equivalents (4,999) (7,999)
Securities other than cash equivalent (365,834) (457,705)
Cash and cash equivalents 199,430 124,700

2. Cash flow in investing activities includes cash flow
from the investment assets operations in the insur-
ance business.
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4, Statement of Changes in Shareholders’ Equity
Fiscal 2020 (from April 1, 2020 to March 31, 2021) (Yen in millions)

) : Valuation and
Shareholder's equity translation adjustments
: ' Retained earnings ' ' : Net ' :
S Total ! unrealized ! vaE?ilon ! Total net
i Common i Legal & D ot L TrEASUY il Cderen gainson i TR T b assets
stock : reserve of o f ’ i retained | SR oquit bl 4
1 retained ! Special ! price earnings ! g g quity for-sale i
: X : H . ; i earnings ! i .~ iadjustments
1 earnings ! reserves ! fluctuation : carried : ! i securities !
' ' i reserves : forward ' ' '
Balance at the
beginning of the 1,000 1 17 39 487 545 (5) 1,540 2) 2) 1,537
period
Changes during
the period
Net income 0 0 0 0
(loss)
Net changes
other than
shareholders’ © © g
equity
Total changes 0 0 0 0 0 0
Balance at the
endlof the period 1,000 1 17 89 488 546 (5) 1,540 (1) (1) 1,538
Fiscal 2021 (from April 1, 2021 to March 31, 2022) (Yen in millions)
) ; Valuation and
Shareholder's equity translation adjustments
: ' Retained earnings ' ' : Net ' :
i T P e T i i i unrealized i Total ! Total net
' ' i0ther legal reserve of retained earnin ' i Total ! ) i valuation
Common + Legal 7 7m0 T T LT o 4o Treasury oo o iderst gainson b Tl assets
stock i reserve of i ) H Spe_aal Retal_ned [ stock i equity available- i (el
1 retained ! Special ! price i earnings ! e H H for-sale i diustment
i earnings | reserves | fluctuation i carried i 8S | : securities ; AAIUStMeENts
i i i reserves i forward i ' ' '
Balance at the
beginning of the 1,000 1 17 89 488 546 (5) 1,540 (1) (1) 1,538
period
Changes during
the period
Net income 1 1 1 1
(loss)
Net changes
other than
shareholders’ (10) a0 a0
equity
Total changes 1 1 1 (10) (10) 8)
Ealancelaitic 1,000 1 17 39 489 547 () 1,541 12) 12) 1,529

end of the period

Notes for fiscal 2021
1. Matters related to the types and total number of
stocks outstanding and the types and number of

treasury stock
(Stock)

Balance as Balance as
of theend Increase in Decreasein of the end
of fiscal fiscal 2021  fiscal 2021 of fiscal

2020 2021
Ordinary stock 2,000,000 - - 2,000,000
Issued
Stk potal 2,000,000 = ~ 2,000,000
Trea-  Ordinary stock 11,400 - - 11,400
sury
stock Total 11,400 - - 11,400

2. Each amount is rounded down to the nearest whole
unit.
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CORPORATE DATA (as of March 31, 2022)

Established: May 30, 1966

Capital: 1 billion yen

Total assets: 689.0 billion yen

Address: Hulic Kobuna-cho Building,

8-1, Nihonbashi-kobuna-cho,

Chuo-ku, Tokyo Japan 103-0024
E-mail: jer-contact@nihonjishin.co.jp
URL: https://www.nihonjishin.co.jp/
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