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‘fk:Pension System in Japan
al

DB Pension National
Funds/Plans

3rd Tire 45

Substitutional
Mutual

Aid

ond Tire P,inSign Empl oyeesd Pension |
un
4.6 Insured persons 33.0

1st Tire

1 1 1 1 !

1 1 1 I !
i . . Dependent

- (s Employees in the private sector . Seli-employed persons, | Spg’uses of |

1 1 1 1 1

 Employees, | etc. | Category 2 !

:< ...... etc ............ i 37.7 ................................................................. »: 21'9 ! Insured 1

persons 10.9

Note 1) : EPF : Employeédension Funds:
DB Pension Fund/Plan ; Defined Benefit Corporate Pension Fund/Plan
TQPP; TaxQualified Pension Funds
DGC- Corp ; Defined Contribution Pension Plan (Corporate Type)

DGC- Individual ; Defined Contribution Pension Plan (Individual Type)
Note 2) : Numbers are Memberships as of the end of March 2006 2



*tCorporate Pension
al

PFA Members

~_ _Empl oy ee
Pension Fund

Each
C o mp a n y 6 S O;r lllllllllllllllll E
Fundds own - -
Plan : :

Additional Pension
(=50% @ of (A))

Substitution
Portion (A)

|/

Minimum

requirement to

establish EPF

Note(1) :

FY2001; = 30%,

In Japan

PFA Members or prospective PFA Members

Tax

Defined DC

s 0 Benefit Qualified Pension
Pension Pension Plan Plan
Fund/Plan

Pension Benefits Guaranteed
Program

vernment Guaranteed

FY2003; =10%, FY2004 ; = 50%



‘ﬁ? Key Roles of

¥

and legally approved by the Minister of Health,

Pension Fund Association (PFA)

Labour and Welfare as the unigue national organization, which
serves for

t he

Government o0s

and Tax Qualified Pension Plan

— PFA Members (as of June 2007

gui dance

at

EPF DB Pension Fund/Plan bC
T t | Single or Mult TOPP Pension
otla Allied i Company Plan
Total Company b(a:;);;pggr): Total Fund type Type (Company,
Fund Type)
15 70
No. of PFA
1,460([ 647, 135 512|| 728 595| 133
Member
< 0> <22>
No. of
Corporate 647 135 512 1,944 606/ 1,334| 38,883| 2,339
Pension
Note:< > ; # of Pension Plans who has othe type of Pension Plan/Fund
Source) Pension Fund Association and Ministry of Health, Labour and Welfare

under
appr

, Including not only
EPF but also DB Corporate Pension Funds/Plans, DC Pension Plan
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‘ﬁlf-Key Roles of

Pension Fund Association (PFA)

A Pension benefits payment

Managing benefit payment operation for short
members of dissolved funds only.

Investment

-term fund members and

Investment management of pension assets withdrawn from existing
pension funds or transferred from dissolved pension funds.

Lump Sum Payment Distributed ~——— Pension
: remaining assets Pensioner
| after dissolution —'l member PFA Payment — _
» Substitution Portion
. Substitution Portion >
DISSOIVed s —— o] Internal s
EPF Distributed t & Pension EERSicner
|| remaining assels External Pavment | Additional Pension
after dissolution nvest y . — .
: Substitution Portion < Mgt Substitution Portion
P—————| \ VA

A Pension Benefit Guarantee Program (PBG -Program) for
additional pension parts of dissolved EPF.

A Supporting services for member funds such as researches,
consultation & training courses.

~



ﬂ' Outline of Pension Benefit Guarantee
%(PBG) Program in Japan

A History

% With the re -deregulation of Pensionin 1988 |, PFA has been permitted
to provide Pension Benefit Guarantee Program  for dissolved EPF as
PFAOsS own busi ness.

%  This program has been enforced to operate asa mutual aid business for
alEPFs( Empl oyeesd PenApilaosn 198U nds) on

A Characteristics

Xx PFAOs o wn appwosged oy ®ABoard of Councilors .
x  Mutual aid business for all EPFs, who are members of PFA
X Fund for PBG-Program payment is made up by contribution of each EPF
X Guaranteed limit of benefits in general is as follows
Lump d
| Sum Pension
actuarial Payment Payment
obligation :
of  +U C 50% of the portion of Applicable
pension at (€) exceeding (B) e Guaranteed
Imit 0 Benefits F)

Dissolution : Benefits

(B) 30% of (A) -

Actuarial t_)enefit W
of substitute Substitution portion (A) . M _

portion Note : PBG Committee Guideline provides the rulg,

Actual Guaranteed Benefits Billion Yen




‘f-r Outline of Pension Benefit Guarantee
‘%(PBG) Program in Japan

EPF
Consideration 4 Ministry of Health,
: to dissolve on |
Terminated GAOR Apply
EPF I Inan Approve to
Decision to earing dissolve
dissolve on
GAOR
| Result
PFA " notige
| PBG-Program |
Committee

Hearing & Analysis to
apply PBG Program

Preliminary Hearing &
Analysis about possibility to
be applied PBGProgram

“ Board of Councilors

~

Notel GAOR - General Assemblv of Renresentatives



‘ﬁ? Processing the Applications
‘{;\L - Basic Structure

Dissolved EPFs that can apply for guarantee benefits
from the PBG -program

- There are terminated participants or terminated beneficiaries
who want their distributed assets to be annuitized at the PFA.
- There are unfunded liabilities.

Two steps:

(1) Decision on whether the dissolved EPF is eligible for the
guarantee benefits
(2) Decision on guarantee amount

PBG Program Committee

- 12 representatives from EPFs and 2 from PFA



‘ﬁ? Processing the Applications
‘{,‘f - Eligibility scrutiny

Basic idea

- The reasons for termination should be one of the
followings:

bankruptcy of sponsors

worsening of financial situation of sponsors or
shrinking of business of the industry to which
sponsors belong

acknowledgement by the PBG Program Committee
of difficulties in continuing the EPF

the remaining assets
< the PBG guaranteed limit of benefits



‘ﬁ? Processing the Applications
% Decision on Guarantee Benefit (1)

Coverable Benefit (Max of Guaranteed Benefit)

Present value of pension benefit
for an individual of dissolved ERF

(

Comparison of (L)
with the distributed asset

additional pensi<>n 50% of {(T) - (B)} unfunded amount
(T) =(C) guaranteed limit of (UA)

benefit ‘ (If it exceeds JPY 7 billion,

(L) =(B) + (C) it is replaced by JPY 7 billior:;

30% of (A) = (B)

distributed asse

2

substitution portipn [Coverable beng—fjt
@

not annuitized
annuitized portion

(UA) < portion |
\ I coverable

not covere . 10
by PBG benefit

P




‘ﬁi’ Processing the Applications
% - Decision on Guarantee Benefit (2)

Reason for the Celling of Unfunded Amount

Under the limited financial resources, it IS not
fair for one big EPF to use up the reserve fund of

the PBG program.

In most of the dissolution cases, (UA) is estimated
to be less than JPY 7 billion.

11



‘ﬁ? Processing the Applications
‘{;\L - Decision on Guarantee Benefit (3)

Final Guarantee Amount
Decision process of final guarantee amount

starting with the amount of coverable benefit
reduction according to inappropriate conducts

Reduction standards

breach of law or negligence of fiduciary duties by board
member (max=20%)

mismanagement of EPF (max=30%)
(remaining asset) < 50% of (guaranteed limit of benefit)

1

I = 1- ini
reduction rate where f = amount of remaining assets

2(1- L) and L = guaranteed limit of benefit

sharp decline of reserve fund due to its mismanagement
after dissolution or criminal conducts of sponsors

= 0)
(max=30%) 15
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<Table for Reference>

/. No. of Alive, Dissolved & Returning Substitution
4. Portion EPF
‘ -
No. of EPF Dissolve EPF :
. . T Multi- Muli- || Returning
Fiscal || Single- : Allied- Compan Compan Substituti
Year || Company: Companie b Panyl  total Total Pamy _on whole
; ased based .
Fund { sFund Portion
5 Fund Fund
445 O 118 O 783 Wl+«—— Cumulative Numbers
2006 144 514 658 7 5 21
2005 62 85 504 651 30 15 121
2004 138 155 545 838 81 27 438
2003 370 413 574 1,357 92 35 203
2002 484 562 610| 1,656 73 16 -
2001 506 605 626 1,737 59 3 . = = .
Asset Size Distribution of
2000 536 636 629 1,801 29 2| —— EPF(as of End of FY2004)
1999 547 657 631 1,835 16 3
1998 559 661 638| 1,858 18 2 EPF
o2 2ol T L e - Asset Size Single- | Allied- CMU|t"
1996 562 678 643| 1,883 7 4 (Billion Yen){ Total | Company Companies gmpa:jny
1995 565 668 645 1,878 1 1 Fund | Fund | 5%
1994 562 655 625 1,842 A > 0 .
1993 555 645 604| 1,804 1 5 117 0 23 )
1992 543 624 568 1,735
1991 509 581 503 1,593 - = 2 35 E el
: ! 10 50 400 32 61 307
1990 475; 545. 454| 1,474 18 2 50 100 62 11 7 44
[1985][ 386 415 290| 1,091 100 43 9 13 21
[1980|] 387 364  240] 991 | Total | 837 138 154 545
| 1975” 3845 331 214| 929| Note (1) : Accumulated Amounts
| 1966 || 90 5 47| 142| Source) Pension Fund Association 13




‘ﬁ? <Table for Reference>

‘%Dl stri bution on Additi onal

(as of End of FY2004)

EPF

Single- Allied- Multi-

Total Company | Companies| Company
Fund Fund based Fund
2094 140 ( 17%) ( 0%)| 11 ( 7%)[129 ( 24%
20% 309151 (18%)| 3 ( 2% 8 ( 5%)[140 ( 26%
30% 409124 ( 15%)] 4 ( 3%)| 11 ( 7%)[109 ( 20%)
40% 50% 130 ( 169 2 ( 1%)| 15 ( 10%| 113 ( 21%
50% 60% 52 ( 6%) 6 ( 4%)| 16 ( 10%)| 30 ( 6%)
60% 709 27 (3% 3 (2% 9 ( 6% 15 ( 3%
70%  80% 16 (  2%)| 2 (1% 9 ( 6% 5 ( 1%
80% 90% 19 (  2%)| 6 ( 4%)| 13 ( 8%) ( 0%)
90% 100% 17 ( 2% 11 ( 8% 5 ( 3% 1 ( 0%)
100% 150% 64 ( 8%)| 40 ( 29%)| 22 ( 14%)| 2 ( 0%
150% 200% 50 ( 6%)| 29 ( 219%)| 21 ( 14% ( 0%)
200% 250% 24 ( 3%)| 18 ( 13%| 6 ( 4% ( 0%)
250% 300% 12 ( 1%)| 7 ( 5%)| 5 ( 3% ( 0%)
300% 11 (1% 7 (5% 3 ( 2% 1 ( 0%)
Total 837 (100%)| 138 (100%)| 154 (100%)| 545 ( 100%)

@udag  f 64.5% 150.5% 99.1% 32.9%

Pens

Historical Trend :
Ratio to choose
Lump Sum Payment

on Additional Pension
at Individual
withdraw and/or
Fund dissolution
Choice of
Fiscal||Lamp Sun
Year
Payment
2004 53.79
2003 57.19
2002 50.89
2001 47 .69
2000 43.09
1999 44.00
1998 43.29
1997 40.19
1996 39.69
1995 38.99

Source) Pension Fund Association

14



ﬁi’ <Table for Reference>
‘%Clalmed & Approved PBG

- Program

(# of EPF, 100Million Yen

Claim to PBG-P

Approved PBG-}

No. of EPF with Average
Fiscal|| Underfunded || Rate of
Year Additional Return of

Pension! % EPF
1994 502: 27.5%|| 0.74%
1995 369: 19.7%|| 10.27%
1996 303! 16.2%|| 3.65%
1997 311 16.6%|| 5.65%
1998 385: 20.9%|| 2.56%
1999 267 14.7%]|| 13.90%
2000 612: 34.3%|| -9.83%
2001 814: 47.7%|| -4.16%
2002|| 1,033: 65.2%]|| -12.46%
2003 623 61.2%|| 16.17%
2004 458 63.8%]| 4.59%

Fiscal No of EPF _ _
Year Single- | Alied- C?;Eény Claimed| No of | Issued
Company Companig = 1 Amountl]| EPF |Amount
Fund s Fund Fund
1989-
1994 0 0 0 0 0 0 0
1995 1 1 24.8 1 9.9
1996 2 2 31.9 2 15.5
1997 4 1 2 1 4.0 2 0.9
1998 4 4 11.3 1 1.9
1999 4 3 1 9.9 3 1.5
2000 3 2 1 4.8 1 0.6
2001 3 1 2 5.1 0 0.0
2002 5 2 3 16.4 4 5.8
2003 4 1 3 23.4 4 13.3
2004 6 1 5 43.0 4 13.2
2005 3 2 1 113.7 1 13.7
2006 1 1 1.8 1 0.7
Total 40 12 23 5| 290.3 24, 77.0

Source) Pension Fund Association

Source) Pension Fund Association

15




‘i{-\i? <Table for Reference>

,f#‘z, Financial Information of PBG - Program
|

(Million Yen)

Fiscal |InCOT§ = Expoence o QUMES

: nves aims u e en

Year ||Premiums Other Sub Total — Others Total of EY
1989 598 127 725 0 2 2 723
1990 651 58 709 0 4 4 1,428
1991 706 77 783 0 6 6 2,204
1992 771 113 884 0 8 8 3,081
1993 825 393 1,218 0 11 11 4,287
1994 848 196 1,044 0 15 15 5,316
1995 859 276 1,136 991 17 1,008 5,443
1996 865 244 1,109 1,094 17 1,111 5,442
1997 3,804 250 4,055 543 18 561 8,935
1998 3,833 162 3,995 185 46 231 12,699
1999 3,843 126 3,969 94 42 135|] 16,532
2000 3,766 575 4,342 119 34 153|| 20,721
2001 3,851 136 3,988 0 61 61]] 24,648
2002 3,593 1,075 4,668 584 58 643|| 28,674
2003 2,633 -560 2,073 985 75 1,060|] 29,687
2004 2,471 683 3,155 1,665 131 1,797|] 31,045
2005 868 -470 399 1,371 101 1,472l 29,972

Note: 1) AUM: 19891996 Bookvalue, 1997 Market value
2) Amounts are rounded off to below Million yen

Source) Pension Fund Association

16



