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1. Summary of operations implemented using FILP funds

For the purpose of improving social welfare and expanding/improving medical services, the Welfare and Medical Service Agency (WAM) operates
lending businesses, which provide loans for establishing social welfare facilities, including special nursing homes for the elderly, and medical
treatment facilities, including hospitals, clinics, and welfare/care facilities for the elderly.

Note: Operations out of FILP are operations such as management diagnosis/guidance, welfare/health information services, and subsidizing business by
funds for long-life, childrearing, and handicapped persons.

2. Amount of lending under FILP
(Unit: billion yen)
FY2023 FILP Estimated outstanding amount of FILP lending at the end of FY2022
264.2 5,404.8

3. Estimated policy cost analysis of the project

(3) Year-to-Year comparison analysis

(1) Pollcy cost (Unit: billion yen) (Computing any fluctuation from previous year) (Unit: billion yen)
Category FY2022 | FY2023 | Fluctuation FY2022 FY2023 Simple fluctuation
1. Government expenditure Simpl "
(subsidies, etc) 4.0 45 +0.4 Simplecomparcn 70.8 157 | -865
2. Government revenue § 1) Adjusting initial years | 2) Adjusting assumed interest Real
- - - - Past year [(Analysis results after adjusting rates i
(payments tO the gOVernm?nt, etC.) § comp;;ison initial year to that for FY2023 | (Analysis results of re-estimation using ﬂLIC;LIitIOn
;3. Opportunlty cost of Capltal 66.8 20.2 87.0 8 (aﬂer analysis) assumed interest rate for FY2022) ( )
Investments, etc. H
adjustment) 55.9 32.7 -88.5
Total (1+2+3=policy cost(A)) 70.8 -15.7 -86.5 [Real fluctuation factor analysis]
O Factors behind policy cost increase
Analysis period (years) 38 years | 37 years -1 year - Others (Increase in administrative cost due to new loans, etc.) (+1.0 billion yen)

O Factors behind policy cost decrease
- Decrease in cost due to decrease in loan losses (-33.1 billion yen)

(2) Breakdown of policy cost by the time of the provision of funds _(unit billion yer) - Decrease in cost due to finalization of FY2021 and revision of FY2022 projections (-24.9 billion

Category FY2022 | FY2023 | Fluctuation ven)
. . . - Decrease in cost due to increase in investment income (-18.4 billion yen)
(A) Policy cost (previously cited) 70.8 -15.7 -86.5 - Decrease in cost due to interest rate gap for new loans provided in FY2023 (-7.6 billion yen)
- — - Decrease in cost due to decrease in projected FILP agency bond issues from FY2024 (-2.3
1) Opponunlty cost of c.apl.tal investments, .etc. billion yen)
S:;;gged before the beginning of the analysis 38.0 708 +32.8 - Others (Decrease in cost due to increase in losses at the beginning of the analysis period, etc.) (-
2) Policy cost expected to be newl 32 billion yen)
icy X| wly
accrued during the analysis period 328 86.5 1193
Government expenditure 40 45 104 (4) Breakdown of policy cost by causative factor (Unit: billion yen)
(subsidies, etc.) ' ' ' (A) Policy cost in FY2023 (previously cited) -15.7
Government revenue (payments to
the government, etc.)* h h - 1) Prepayments 0.5
Opportunity cost of
pportunity 288| -010| -119.7| i |2) Loan losses 273
surplus, etc.
Opportunity cost of capital . . )
PP v P - - - 3) Others (including profit spread) -43.5
Investments, etc.
(5) Sensitivity analysis (cases where assumptions change) (Unit: billion yen)
(A) Policy cost Case of assumed .
) A ) Fluctuatlon - 2. Government revenue B
(previously cited) interest rate + 1% 1 Governm_el_wt expenditure (payments to the government, 3. Qpplortunlty cost of
(subsidies, etc.) ete.)* capital investments, etc.
-15.7 0.5 +16.2 -0.5 - +16.7
- Case of a 1%
(A) Policy cost . : : 2.G nt i
(previously cited) increase in loan Fluctuation 1. Government expenditure : ?:etmr;e revenuem 3. Opportunity cost of
p Yy write-offs (subsidies, etc.) (payments ;C_;*govemme " | capital investments, etc.
-15.7 -14.9 +0.8 +0.6 - +0.2

(Note) Components in each column may not add up to the total because of rounding.
* Government revenue (payments to the government, etc.) is booked as a negative amount. Example: -10 b. yen for 10 b. yen in payments to government, etc.



4. Outline of estimation and project prospect employed in the analysis

[Outline of estimation]

1) Of the Agency's operations, the general account recording loan operation is estimated. However, costs for the welfare and medical service management
guidance, welfare and healthcare information service and assistance for social welfare services which are included in this account were excluded from
the analysis.

2) The estimate is made on the assumption that new loans of 330.1 billion yen will be provided for the FY2023 operation plan in addition to the
outstanding loan balance of 5,825.8 hillion yen (estimated as of the end of FY2022).

3) The analysis period is assumed to be 37 years, covering a period in which outstanding loans and new ones to be provided under the FY2023 plan will be
repaid completely.
4) Administrative expenses are limited to loan control and collection operations in and after FY2025.

[Project prospect]

1) The Agency's loan, 317.5 billion yen (FY2023) and 53.0 billion yen (FY2024) respectively, is scheduled to be collected by FY2059.(53.0 billion yen
to be loaned in FY2024 will be subsidized to be loaned in association with loans prior to FY2023.)

2) For loan applications accepted on October 1, 1998 onward, repayment compensation is to be collected upon voluntary prepayment, which means that
there are two types of prepayment, i.e., that requiring repayment compensation and that not requiring repayment compensation. However, prepayment
requiring repayment compensation is also applicable to FILP loans and this will not affect the policy cost. Therefore, only prepayment not requiring
repayment compensation is reflected here, and estimated rates based on past results are used as the premise for calculations.

3) As the amount of loans equivalent to the amount of arrowances for loan losses which have been set aside in the FY2023 budget and which are
associated with loans related to COVID-19 is projected to be written off within the analysis period, the total write-off amount is expected to be 82.5
billion yen. It should be mentioned that the amount of loan write-off is based on the loan balance of each year. The loan write-off ratio is indicated

(Unit: %)
By Result Estimated Planned Assumptions for calculation
2021 2022 2023 2024-2051 2052-2059
Prepayment ratio (welfare) 0.30 0.01 0.03 0.03 —
Prepayment ratio (medical) 0.73 0.18 0.16 0.15 —
Loan write-off ratio 0.015 - 1.42% on a cumulative total basis *

*Note: Ratio of estimated total loan write-off during the analysis period to the outstanding loan balance at the beginning of FY2023.

4) The outstanding balance of the risk management loans as at the end of FY2021 amounted to 223.2 billion yen. Allowances for loan losses according to
private-sector accounting standards at the end of FY2021 amounted to 50.3 billion yen.
(Allowances for loan losses/Outstanding balance of loans (after the deduction of loan received) = 0.963%)

5. Reasons for granting of subsidies, mechanism and underlying laws

(Reasons for granting of subsidies)
In response to the declining birthrates and aging society, social welfare facilities and treatment medical facilities that function as a base to provide welfare,
health and medical services are social resources that are indispensable for the lives of citizens. To facilitate establishment of these facilities, the Agency
provides long-term funds with low interest rates. To this end, the Agency receives subsidies from the general account of the national treasury as compensation
for expenses, including differences in the interest rates for financing and lending.
(Underlying laws and regulations)
+Article 46 of the Act on General Rules for Incorporated Administrative Agencies (Grants for operating expenses)

The government may, within the scope of the budget, deliver to an Incorporated Administrative Agency an amount, equivalent to all or part of the necessary
amount of money, to be appropriated to the financial resources for its operations.

- Budget assistance (interest subsidies)

(Underlying law with regard to the contribution to the national treasury)
Welfare and Medical Service Agency Act
Article 16
1. The Agency may, if there is a reserve fund as prescribed by Paragraph 1 of Article 44 of the Act after the deposition as prescribed by Paragraph 1 or 2 of
Article 44 of the Act in the last fiscal year of the project in the period of the medium-term target (hereinafter referred to as “medium-term target period”) as
prescribed by item 1 of Paragraph 2 of Article 29 of the Act, use the amount approved by Minister of Health, Labour and Welfare as revenue for operations
as prescribed by Paragraph 1 of Article 12 in the next medium-term target period as specified in the medium-term plan approved as prescribed by Paragraph
1 of Article 30 of the Act concerning next medium-term target period (if any change is approved as prescribed by the same Paragraph, use the plan after the
change).
2. If there is still remaining amount after deduction of the amount approved as prescribed by the preceding paragraph from the amount equivalent to the
reserve fund as prescribed by the same paragraph in the account for operations in item 1 of the preceding article, the remaining amount must be paid to the
national treasury.
3. (Omitted)
4. Other than the preceding three paragraphs, necessary items in relation to the procedures for the payment to the national treasury and allocation of reserve is
governed by the Government Order.




Act on General Rules for Incorporated Administrative Agencies

Article 46-2

(1) An Incorporated Administrative Agency is to make payments to the national treasury in relation to any Unnecessary Property pertaining to contribution or
expenditure from the government (other than any property which the contribution is in the form of money) (hereinafter referred to as "Unnecessary Property
Pertaining to Government Contribution, etc." in this paragraph) with an authorization of the competent minister, without delay; provided, however, that the
Incorporated Administrative Agency is not required to obtain an authorization of the competent minister if it specifies the plan referred to in Article 30,
paragraph (2), item (v) for a Medium-term Plan of an Agency Managed under the Medium-term Objectives, the plan referred to in Article 35-5, paragraph
(2), item (v) for a Medium to Long-term Plan of a National Research and Development Agency, or the plan referred to in Article 35-10, paragraph (3), item
(v) for an Annual Objective Plan of an Agency Engaged in Administrative Execution, and it makes payment to the national treasury in relation to the
Unnecessary Property Pertaining to Government Contribution, etc. in accordance with the relevant plan.

(2) An Incorporated Administrative Agency may make a payment to the national treasury in the amount calculated in accordance with the standards specified
by the competent minister to the extent of the amount of income derived from the transfer of Unnecessary Property Pertaining to Government Contribution,
etc. (other than money; hereinafter the same applies in this paragraph and the following paragraph) with the authorization of the competent minister (other
than any amount exceeding the book value of the property (hereinafter referred to as "Amount Exceeding the Book Value" in the following paragraph)), in
lieu of making payment to the national treasury in relation to the Unnecessary Property Pertaining to Government Contribution, etc. pursuant to the provisions
of the preceding paragraph; provided, however, that the Incorporated Administrative Agency is not required to obtain an authorization of the competent
minister if it specifies the plan referred to in Article 30, paragraph (2), item (v) for a Medium-term Plan of an Agency Managed under the Medium-term
Objectives, the plan referred to in Article 35-5, paragraph (2), item (v) for a Medium to Longterm Plan of a National Research and Development Agency, or
the plan referred to in Article 35-10, paragraph (3), item (v) for an Annual Objective Plan of an Agency Engaged in Administrative Execution, and it pays
the amount to the national treasury in accordance with the relevant plan.

(3) In the case referred to in the preceding paragraph, if there is any Amount Exceeding the Book Value derived from the transfer of Unnecessary Property
Pertaining to Government Contribution, etc., an Incorporated Administrative Agency is to pay the amount to the national treasury without delay; provided,
however, that this does not apply to the amount authorized if the agency obtains an authorization from the competent minister for the exemption of payment
of all or part of the amount.

(4) If an Incorporated Administrative Agency makes payment to the national treasury pursuant to the provisions of paragraph (1) or paragraph (2), and the
Unnecessary Property Pertaining to Government Contribution, etc. for which the payment made, pertains to the contribution from the government, the amount
specified by the competent minister as the portion pertaining to the Unnecessary Property Pertaining to Government Contribution, etc. for which the payment
is made, out of the stated capital of the agency, is to be deemed to have not been contributed by the government to the agency, and the agency is to reduce
the amount of its stated capital commensurate with such amount.

(5) Beyond what is provided for in the preceding paragraphs, the matters necessary for the disposal of the Unnecessary Property Pertaining to Government
Contribution, etc. are specified by Cabinet Order.

6. Special remarks

The policy cost of the Agency' s welfare and medical loan operation is incurred due to the government policy of providing long-term funds at low
interest rate that are needed to establish and/or improve social and medical facilities including hospitals. This kind of social resources is indispensable
to improve the welfare, medical, and nursing services of aging society with fewer children. Through the Agency's loan, efforts are made to establish and
improve social welfare and medical facilities, to increase social welfare services, and to expand medical services.

(Reference) Outcome and social and economic benefits of operations

1. Lending activities

L Aggregate amount of lending up to Outstanding balance of loans at
Total lending in FY2021 FY2021 the end of FY2021

Welfare loans| 7,841 cases 362.4 billion yen| 62,467 cases| 6,041.8 billionyen| 31,775 cases| 2,584.4 billion yen
Medical loans| 4,241 cases 315.1 billion yen{119,723 cases| 8,340.3 billion yen| 26,711 cases| 2,676.3 billion yen
Total 12,082 cases 677.5 billion yen|182,190 cases| 14,382.1 billion yen| 58,486 cases| 5,260.7 billion yen

2. Outcome of lending over the past 10 years (FY2012-2021)
1) Welfare loans led to the establishment of 8,000 private social welfare facilities (capacity: 410,000 persons).

Welfare facilities for the elderly: 143,000 persons (709,000 persons)
Welfare facilities for the disabled: 24,000 persons (136,000 persons)
Welfare facilities for children: 242,000 persons (2,239,000 persons)

2) Medical loans led to the establishment of 400 medical facilities and the expansion/renovation of 600 such facilities.
Institutions providing care and health services for the elderly: 16,000 persons (362,000 persons)
Hospitals: 7,000 beds (1,158,000 beds)

Note: Figures in parentheses indicate the capacities (provisional figures) of the private social welfare facilities as of October 2021.




Overview of policy cost analysis results
[Changes in policy costs]

<<Welfare And Medical Service Agency

(Incorporated Administrative Agency) (General Account)>>
Opportunity cost of capital investments, etc.
(Unit: billion yen) Government revenue (payments to the government, etc.)
160.0 Government expenditure (subsidies, etc.)
140.0 —@— Policy costs (total amount)
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Note: Policy costs for each fiscal year differ in assumptions including interest rates applied to estimates.

(Unit: billion yen)

FY2014 | FY2015 | FY2016 | FY2017 [ FY2018 | FY2019 | FY2020 | FY2021 | FY2022 | FY2023

Policy costs (total amount) 28.8 2.4 -0.9 -20.5 -33.5 -35.2 -36.7 154.5 70.8 -15.7

Government expenditure

(subsidies, etc.) 15.6 9.7 6.8 5.3 5.7 5.3 4.9 5.1 4.0 4.5

Government revenue (payments to
the government, etc.)

Opportunity cost of capital

investments, etc 13.2 -1.4 -1.7 -25.7 -39.3 -40.5 -41.6 149.4 66.8 -20.2

[Explanation of policy cost trends]

In FY2014, "opportunity cost of capital investments, etc." remained positive due to the receipt of capital
investments from the government under the FY2011 supplementary budget that was intended to compensate
for the difference in interest rates (loss margin) generated by disaster rehabilitation and reconstruction loans
(interest-free loans, etc.) after the Great East Japan Earthquake, etc.

Between FY2015 and FY2020, profit increased and a surplus arose because of a significant decrease in the
cost of issuing bonds for the fund-raising purpose due to a decline in the assumed interest rate. As a result,
"opportunity cost of capital investments, etc." became negative.

As loans related to COVID-19 were provided in FY2021 and FY2022, "opportunity cost of capital
investments, etc." increased significantly and turned into a positive cost due to the acceptance of government
investment associated with the FY2020 supplementary budget. However, as the difference in interest rates for
loans related to COVID-19 improved in FY2023, among other reasons, "opportunity cost of capital
investments, etc." became negative.

[FILP agency’s self-assessment of policy cost analysis results (FY2023)]

In FY2023, the policy cost decreased by 86.5 billion yen from the previous year.

Regarding future cash flow, which is used as an assumption for the policy cost estimation, although financial
soundness has been secured, it is necessary to keep a close watch on the effects of loans associated with
COVID-19 on financial conditions.

The results of the sensitivity analysis (case of assumed interest rate + 1%) showed an increase of 16.2 billion
yen in the policy cost. However, as "opportunity cost of capital investments, etc." accounts for most of the cost
increase, WAM's assessment is that the impact on the financial conditions is minimal.

The results of the sensitivity analysis (case of a 1% increase in loan write-offs) showed an increase of 0.8
billion yen in the policy cost. However, as the increase is limited, WAM's assessment is that the impact on the
financial conditions is minimal.




(Reference) Financial Statements

Balance Sheet

(Unit: million yen)

ftem End of FY2021 | End of FY2022 | End of FY2023 ftem End of FY2021|End of FY2022|End of FY2023
(Result) (Estimated) (Planned) (Result) (Estimated) (Planned)
(Assets) (Liabilities and net assets)

Current assets 294,205 294,713 292,735|Current liabilities 281,879 264,313 277,887
Cash and bank deposits 5,941 3,841 2,129 Debt from grants for operation cost 565 - -
Current portion of long-term loans 283,538 288,093 287,420 Deposited subsidies, etc. 35 - -
Accrued income 3,035 2,783 3,188 Deposited donations 202 180 180
Accounts receivable 1,674 - - Current portion of WAM bonds 27,000 15,000 30,000
Others 6 - - Current portion of long-term borrowings 249,281 245,299 243,260
Allowance for loan losses -143 -144 -144 Accrued payments 371 255 255
Contra-accounts for provisions for bonuses 154 141 141 Accrued expenses 3,586 3,310 3,926

Fixed assets 4,891,124 5,486,864 5,510,311 Advances received 2 - -
Tangible fixed assets 562 420 264 Deposit received 12 - -

Buildings 3 3 2 Provisions
Vehicles and transportation equipment 0 0 0 Provision for bonuses 154 141 141
Tools furniture and fixtures 559 417 262 Others 671 128 124
Intangible fixed assets 1,105 730 436|Fixed liabilities 4,762,465 5,378,155 5,388,650
Software 1,104 729 435 Contra-accounts for assets 1,251 866 544
Telephone subscription right 1 1 1 ;:x”mm for asets funded by operatioel 949 652 416
Investment and other assets 4,889,457 5,485,714 5,509,612 Contra-accounts for assets funded by subsidies 302 215 128
Long-term loan receivable 4,919,058 5,519,992 5,547,624 Long-term deposited donations 436 436 436
e o ke reiazton, douttd 17,575 17,741 17,908|  WAM bonds 210,000 215,000 205,000
Security deposit and guarantee 751 751 751 Discount on bond (-) -5 -4 -2
Allowance for loan losses -50,111 -54,955 -58,856 Long-term borrowings 4,548,273 5,159,474 5,180,414

Contra-accounts for provision for retirement benefits| 2,185 2,185 2,185 Provisions
Provision for retirement benefits 2,185 2,185 2,185
Others 325 197 74
(Total liabilities) 5,044,344 5,642,467 5,666,537

Capital

Government investment 160,605 160,605 160,605
Capital surplus -775 -775 =775
Capital surplus 1,095 1,095 1,095
Other administrative costs accumulated -1,870 -1,870 -1,870
z;mum equ‘walem to accumulated depre‘clauan cost 97 97 97
(ool 1,773 1,773 1,773
Loss carried forward -18,845 -20,720 -23,320
Reserve fund 3,095 - -
Unappropriated loss for the current year -21,939 -20,720 -23,320
(of this, gross loss) (- 21,939) (-1,875) (-2,601)
(Total net assets) 140,985 139,110 136,509
Total assets 5,185,328 5,781,577 5,803,046| Total liabilities and net assets 5,185,328 5,781,577 5,803,046

Notes 1. The balance sheet includes amounts for projects other than those subject to the policy cost analysis.
2. Components may not add up to the total because of rounding.

Income Statement

(Unit: million yen)

Item FY2021 FY2022 FY2023
(Result) (Estimated) (Planned)
Ordinary expenses 62,487 37,854 43,947
Cost of administrating welfare and medical loans 59,412 33,054 39,376
Expenses for management consultation operations 475 479 512
Cost of administrating welfare/health information services 949 1,425 2,294
Cost of administrating assistance for social welfare 810 2,002 867
General and administrative expenses 838 894 898
Miscellaneous losses 2 - -
Ordinary income 40,547 35,979 41,346
Operation grant income 1,612 1,377 2,138
Income from welfare and mediical loan operations 33,916 29,150 34,839
Income from management services 21 73 73
Income from welfare/health information services 4 5 4
Income from assistance for social welfare services 11 12 -
Income from subsidies, etc. 3,988 4,510 3,549
Contributions 147 202 180
g e s 432 316 235
Reversal of contra-accounts for assets funded by subsidies 87 87 87
Income from contra-accounts for provision for bonuses 154 141 141
L”;Z"ﬁzmm conta-accourts for povisio for retierment 167 102 95
Miscellaneous income 7 5 5
Ordinary loss 21,939 1,875 2,601
Extraordinary profits 0 - -
Reversal of allowance for loan losses 0 - -
Net loss 21,939 1,875 2,601
Gross loss 21,939 1,875 2,601

Notes 1. The income statement includes amounts for projects other than those subject to the policy cost analysis.
2. Components may not add up to the total because of rounding.




