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KEY FIGURES

GENERAL INFORMATION ABOUT JAPAN

Fiscal 2000

Fiscal 2001

Population

126,926 thousand

(Percentage of People Aged 65 and Over) (17.3%)

o Gross Domestic Expenditure

(nominal)
(real)

» Percantage of Workers
by Industrial Sector

» No. of Registered Automobiles

513,006.1 billion yen
535,690.3 billion yen

Primary Industries 5.1%
Secondary Industries  30.7%
Tertiary Industries 63.7%

75,524,973

127,291 thousand
(18.0%)

500,216.5 billion yen
528,928.5 billion yen

Primary Industries 4.9%
Secondary Industries  30.0%
Tertiary Industries 64.4%

76,270,813

JAPANESE NON-LIFE INSURANCE COMPANIES

Fiscal 2000 Fiscal 2001
» No. of Domestic Insurers®?” 38 33
» No. of Employees 87,687 84,163
(Including Management)
» No. of Agents 509,619 342,191

Total Assets
(Total Working Assets)

Direct Premiums Written

(Maturity-Refund Type Insurance Premiums)

o Net Premiums Written

« Net Claims Paid“?

o Operating Expenses on Underwriting®?

34,715.6 billion yen
(31,490.7 billion yen)

9,061.7 billion yen
(1,854.3 billion yen)

6,874.1 billion yen
3,765.2 billion yen
2,581.4 billion yen

33,460.1 billion yen
(29,467.5 billion yen)

8,830.5 billion yen
(1,561.9 billion yen)

6,881.6 billion yen
3,699.8 billion yen
2,522.0 billion yen

(Notes) 1. “Domestic Insurers” means locally incorporated companies including foreign-capitalized insurers.

2. "No. of Agents” includes the agents of foreign companies.
(O 1) The latest number of “Domestic Insurers” is 30 as of December 1, 2002.
(O 2) Figures for fiscal 2000 and fiscal 2001 exclude those of two companies which went bankrupt in May 2000 and November 2001.



FOREWORD

We take pleasure in presenting the “NON-LIFE INSURANCE IN JAPAN, FACT BOOK 2001-2002", offering an
outline of the Japanese non-life insurance business and the industry’s activities during fiscal 2001.

Reflecting the recent development of deregulation and liberalization and the continually changing state of
the economy, the non-life insurance business has been going through dramatic changes.

Deregulation and liberalization in the non-life insurance business has advanced along with the revision of the
Insurance Business Law enforced in 1996, the Japanese version of the “Big Bang” initiative, and the Japan-US
Insurance Talks. Consequently, various deregulatory measures have been realized. These include the full-scale
entry of the main body of non-life insurance companies into the third sector in July 2001 and the abolition of the
government reinsurance scheme for Compulsory Automobile Insurance in April 2002. Non-life insurance compa-
nies can now provide the public with a wide range of insurance products and services.

Changes in the environment surrounding the non-life insurance business have also accelerated moves to
establish new business models for the non-life insurance business. These have altered the industry map and
resulted in mergers, management consolidation and business affiliations.

In this situation, each non-life insurance company’s effort to ensure and improve the soundness and trust of
its business has become even more important. Each non-life insurance company has prepared a system to ensure
legal compliance following the improvement of the legal system for consumer protection with the Law on Sales
of Financial Products and the Consumer Contract Law. Each company has also made every effort to improve dis-
closure and to respond promptly and appropriately to customers’ needs.

Over the past year, many events have raised our concerns about risk exposure. These range from the terrorist
attacks on September 11 in the U.S.A. to concerns about the safety of food. The non-life insurance industry will
continue to play a role in supporting the safety and security of people’s lives and society in the future. We wish to
respond promptly and flexibly to changes which affect society to follow the development of the social economy.

We hope this FACT BOOK 2001-2002 will play a part in helping you better understand the non-life insurance

business in Japan.

December 2002
The Marine and Fire Insurance Association of Japan, Inc.



CONTENTS

Part | General Review of Fiscal 2001
(April 1, 2001 - March 31, 2002)

Page
|. Current Situation of Non-Life Insurance Industry
1. Trends in Nationa| Economy and Non_Life JNSUFQNCE *rerrrerrrerer et 1
2. HOUSQhO|d Income and Non_Life [NISUFGNCE *rrrrrreerereene st 5
Il. Business Results in Fiscal 2001
T, UNGEIWITtING BAIANCE «rrerrerseesseeersseess et 6
2. Total Assets and |nvestment ......................................................................................................................... 9
lll. Situation of Lines of Business
’| . Direct PremiUmS Written ............................................................................................................................. ’I ’I
2. Ownership Of Non_Life Insurance PO“Cies ................................................................................................. 17
3. Direct C|aims Pa|d ........................................................................................................................................ 18
IV. International Relations
1. International COOPErAtION PrOGIAMS s« wswsssssessessuste i 22
2. Promotion of Dialogue and Exchange of Views and Information with Overseas
|nSUrance Associations ................................................................................................................................. 24
3. Participation in International Organizations and International Meetings s e 25
V. International Business
'I. For—eign Non_Life |nsurers in Japan ............................................................................................................. 29
2. Japanese Non_Life |nSUrerS Abroad ............................................................................................................ 30
3. |nternationa| Reinsurance BUSineSS ............................................................................................................ 32
4. International Comparison of Non-Life Insurance Premium Volume s 32

VI. Major Developments .......................................................................................................................... 34



Part Il General Information

VI.

VII.

Page

. Insurance Supervision

’I. Financiai Services Agency ............................................................................................................................ 43

2. Advisory COUnCilS to the Commissioner .................................................................................................... 44
. Insurance-related Laws

']. |nsurance Business LaW ............................................................................................................................... 46

2. LaW Concerning Non_l_ife |nsurance Rating Organizations ...................................................................... 53

3_ Automobiie Liability Security LaW .............................................................................................................. 54

4. LaW Concerning Earthquake |nSUI’ance ...................................................................................................... 56

Deregulation and Liberalization of the Japanese Non-Life Insurance

ILarKET - bbb bbb bbb 59

Outline of Measures for Early Warning and Policyholders Protection

in the Non-Life Insurance Business

’I . Eariy Warning Measure ............................................................................................................................... 66

2. Non—Life Insurance PoIicyhoIders Protection Corporation ........................................................................ 69

Distribution System

‘|. Non_Life |nsurance Agency System ............................................................................................................ 72

2. |nsurance Brokerage System ....................................................................................................................... 74

3_ Direct Distribution ........................................................................................................................................ 75

Investment Regulation

1. Scope Of [NMVESTIMIENT wrrrrrrrrrnnnnnnnnne e e 76

2. Limits 0N INVESTMENT OF ASSETS +++rrrrrrsrrrrmiiiiiiiiiiii 76

Underwriting Reserves

1. Llabl“ty Reserves .......................................................................................................................................... 78

2_ Outstanding LOSS Reserves .......................................................................................................................... 80

3. Price FIuctuation Reserves ........................................................................................................................... 80



VIIIl. Social and Public Activities

1. LOSS PreVeNTiON ACHVITIES r+-s-re-rersersrssrrrmmsemesestestatstiseste e s st ettt r b e b e e n e b et ae s 81
2. Study and Research Activities on Safety Management and Loss Prevention -« sesessesssesessseeeens 84
3. ReSPONSE tO ENVIFONMENTAl [SSUES wrertrrressessressesstesees sttt 85
4. Promotion of NPO Activities ....................................................................................................................... 89
5. PUDIC REIGTIONS +rtrrserererrssrssesmsstnitisstisstistsats sttt et s eSS a R b et s et st s 90

IX. Activities to prevent Insurance Fraud

1. Combat against Automobile Theft ............................................................................................................ 94
2. Anti—Fraud Measures promoted by the Association ................................................................................. 96

X. Requests and Proposals

'I . Requests for F|Sca| 2003 TaX Reform ......................................................................................................... 97

2. Regulatory Reform Requests ....................................................................................................................... 98

3. RequeStS for Defined—Contribution Pension Pian SyStem ...................................................................... 100

4. Requests for Zaikei Savings (Workers’ Assets Formation) System ......................................................... 102

5. Proposals and Requests for Public Nursing Care Insurance SyStem s« 102

6. Proposals and Requests for Promotion of Automobile Theft Protection Measures ««-«rerereremsesereseses 103

7. Requests for WTO Services Negotiations ................................................................................................ 105

X]. Non_Life Insurance Counseling System ............................................................................... 109
XIl. Loss Survey System ............................................................................................................................. 110
X1 Chronoiogy .............................................................................................................................................. 111
XIV. Non-Life Insurance Organizations .......................................................................................... 119

XV. Directory

1. Licensed Domestic Companies (30 Companies as of December 1, 2002) =i, 120

2. Licensed Foreign Companies (25 Companies as of December 1, 2002) wweereremessmmmi, 124

XVI. Outline of the Marine and Fire Insurance Association of Japan, Inc. - 127



APPENDICES

Page
1. Overa” Business Results .................................................................................................................. 131
2. Abndged Balance Sheet €ASSETSS i 132
3. Abndged Balance Sheet <Liabilities and Equities> .................................................... 133
4. Direct Premiums by LIN@ rerrererrrmrererinieenii e 134
5. Net Premiums by LINI@ creereremrermmree ittt e bbb bbb bbb e 135
6. Direct Claims and Maturity Refunds Paid s 136
7. Number of Sales Staff engaged in Non-Life Agency Busingss e 136
8. Number of Agen'ts by Type OF BUSINE@SS «++eerererrersreinmimiesieisssissesesssesesssesesssssssssssssessssenes 137
9. Developments in Ownership of Earthquake Insurance on Dwelling
Risks Policies and Transition of its System ......................................................................... 138
10. Major Catastrophe Losses (Since 1945) ............................................................................... 139
11. Claims Pa|d for Natural DISASTEIS «+eereerrrerrmremrmrisinnrri st 141
12. Maritime Accidents by Ships (Ships of Japanese Registration) - 142
13. High-Amount Court Awards for Victims and Property Damage
OF Traffic ACCIAENTS et e 143
14. Bankruptcy Procedures for the Daiichi Mutual Fire & Marine
Insurance Company ........................................................................................................................... 145
15. Reorganization Procedures for the Taisei Fire & Marine Insurance
Company’ I o [OOSR 146



PART |
GENERAL REVIEW OF
FISCAL 2001

(April 1, 2001-March 31, 2002)



Current Situation of Non-Life

Insurance Industry

I Yyl Trends in National Economy and Non-Life Insurance

1 Fire insurance contracts and private
equipment investment

Since the subject-matter of fire insurance is
buildings (i.e. houses, shops, factories, and ware-
houses) and their contents (i.e. personal belongings,
equipment, furnishings, and merchandise), its aggre-
gate contract total (amount insured) is affected by
economic trends. These are represented by private
non-regidential investment, residential investment,

inventory investment, and revaluation of buildings
and contents due to fluctuations in price indices such
as the construction cost of buildings.

In fiscal 2001, new fire insurance contracts
totaled an amount insured of 689.7 trillion yen, up
1.7% over the preceding year, though housing starts
decreased 3.3% to 1.17 million.

Trends in Private Non-Residential Investment, Residential Investment, Inventory Investment,
Index of Construction Costs and Fire Insurance in Force

[ Fire Insurance in Force

trillion yen
700

[ Private Non-Residential Investment (Nominal)
[0 Private Residential Investment (Nominal) [ Private Inventory Investment (Nominal)

—— Index of Construction Costs for Factories of Steel-Frame Make

- - - Index of Construction Costs for Residential Buildings of Wooden Make

(Index : Fiscal 1995=100)

. 689.7
641.6 6541 E

650 612.5 611.7
600  segg | 586.5---—- I - B -

550 - P .
I e e =
I e == R
400 - - N =

Index
———————————— . 120

* 100

* 90

1992 1993 1994 1995 1996

1997 1998 1999 2000 2001 Fiscal Year

(Notes) 1. “Insurance in Force” means the total sum of insured amounts of new policies issued domestically by Japanese non-life Insurers during the above
period, and it does not exclude those for alteration, cancellation and the portion ceded to reinsurers.
2. The index of construction costs was calculated with data using average construction costs in Tokyo on a calender year basis, based on statistics from

the “Society of the Study for the Construction Industry Management”.

3. Figures for private non-residential investments (nominal), private residential investments (nominal) and private inventory investments (nominal) are
based on statistics for the GDE (GDP) of 1995 calender year (93SNA) basis from the Cabinet Office.

I. Current Situation of Non-Life Insurance Industry a



2 Automobile holdings and automobile
insurance contracts

Nationwide automobile holdings at the end of
fiscal 2000 amounted to 75.5 million, up 1.3% over
the previous year. Automobile insurance contracts in

force for fiscal 2000 registered 14.2 quadrillion yen,
up 1.0% over the preceding year owing to the
increase in the number of insured automobiles.

Trends in Number of Registered Automobiles and Automobile Insurance in Force

. Automobile Insurance in Force Number of Registered Automobiles
trillion yen
14,247.5
14,000 13,762.3
13,000 12,766.8
11,890.1
12,000 11,382.2
10,883.5
11,000 10,407.0
9,943.2
10,000 9,434.5
9,049.0
9,000
74.58 75.52
o 7178 728 T8 S0 G3)  inmillion
68.10 : (2.4) (1.5) (-1 . « 75.00
6a50 6628 2.8) (2.9)
6271 oy (28) : * 70.00
(3.7%) : * 65.00
* 60.00
* 55.00
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Fiscal Year

(Notes) 1. The number of registered automobiles as it is at the end of each fiscal year, is based on statistics from the Ministry of Land, Infrastructure and

Transport. Figures in parenthesis are growth ratio compared to the previous year.

2. The insured amount per policy with unlimited coverage is deemed to be 0.2 billion yen for bodily injury liability and to be 0.1 billion yen for property
damage liability respectively. The total insured amount was calculated by multiplying these amounts by the number of insurance policies involved.

Gross Domestic Expenditure (Nominal)

(billion yen & %)

Private Final Consumption Expenditure 286,850.0 -1.3 283,369.4 -1.2
Private Housing 20,198.0 -1.7 18,475.4 -8.5
Private Plant and Equipment 79,988.8 6.3 75,236.9 -5.9
Increase in Private Sector Inventory -1,768.9 4.2 -1,789.8 -1.2
Governrnent s Final Consumption 86,691.7 33 88,909.4 26
Expenditure
Public Fixed Capital Formation 34,726.2 -9.3 32,158.6 -7.4
Increase in Public Sector Inventory 124.6 89.6 -33.1 -126.6
Net Exports of Goods & Services 6,195.8 -20.9 3,889.7 -37.2
(Exports) 55,632.4 6.7 52,242 4 -6.1
(Imports) 49,436.6 11.5 48,352.7 -2.2
Total 513,006.1 -0.3 500,216.5 -2.5

(Source) “Preliminary Quarterly Estimates of National Expenditure” published by the Cabinet Office.

Part | General Review of Fiscal 2001



Trends in Number and Amount of Gross Tonnage of Commercial
Vessels, and Marine Hull Insurance in Force

Marine Hull Insurance in Force
trillion yen —— G/T (Gross Tonnage) --- Number of Vessels
35
million
325 GIT
« 70
30 66.6 68.0 67.8
* 60
56.4 556
25 54.7 237 24.2
536 22.9
* 50
20 20.3
187 4183 19.0 Number
173 174 of Vessels
8,944 « 9,000
*~~.8,840
15 .
\§,596
\8\,4\139 « 8,500
381908 154
~
~
*\7,858 * 8,000
'
N
\\
N
955 407 + 7,500
-
87,155
.
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Fiscal Year

(Note) Figures for the amount of gross tonnage and the number of vessels are based on
statistics from the Non-Life Insurance Rating Organization of Japan.

Trends in Amount of Imports and Exports, Index of Amount of
Inland Marine Transit, and Marine Cargo Insurance in Force

(Index : Fiscal 1992=100)
Amount of Exports
Amount of Imports

Marine Cargo Insurance in Force
— Index of Amount of Inland Marine Transit

trillion
yen
120
109.4 110.3
104.6 1057 0y 104.0
100 96.9 053
90.3
86.7
80
52.1 Index
a0 514 48.6.110
60 494 485
231 408 421
396 403 oy 100 99 100
40 400 . 9% 97 9%
+90
20 397 400 5o, 354 424 415

292 64 290 330

1992 1993 1994 1995 1996 1997 1998 1999 2000 20015(2;?'

(Notes) 1. The index was calculated with figures based on statistics from the Ministry of
Land, Infrastructure and Transport.
2. The amount of imports and exports is based on statistics from the Ministry of
Finance.

3 Marine transport situation and
marine insurance contracts

A. Marine Hull Insurance

Conventional type vessels for coast-
wise and overseas services operated by
Japanese shipping companies are the main-
stay of marine hull insurance contracts. In
fiscal 2001, owing to the acceleration in
the scrapping of vessels mainly for coast-
wise services, the number and the sum of
gross tonnage of conventional type vessels
decreased. However, the total insured
amount of marine hull insurance contracts
in force reached 32.5 trillion yen (up
34.6%) in fiscal 2001.

B. Marine Cargo Insurance

As marine cargo insurance contracts
are related to Japan’s export and import
trade, and more than a half of export and
import cargoes are insured with Japanese
insurance companies, a close relationship
can be seen between increases in overseas
trade and the volume of marine cargo
insurance contracts.

As a result of the decrease in exports
of electronic parts such as semiconductors
as well as optical instruments, the total
amount of exports, measured in Japanese
yen terms, registered a decrease of 6.6%
from the previous year. The amount of
imports also decreased by 2.3% in terms of
customs clearance value. This decrease was
attributable to the decrease in imports of
electronic parts such as semiconductors as
well as crude oil. Under these circum-
stances, new marine cargo insurance con-
tracts in force for fiscal 2001 amounted to
104.0 trillion yen, down 5.7% over the
previous year.

|. Current Situation of Non-Life Insurance Industry



Gross Domestic Expenditure and
Non-Life Insurance in Force

4

Growth in the insured amount of non-
life insurance policies is influenced by a
variety of factors, not only housing invest-
ment, automobile holdings, and overseas
trade volume, but also by new diversified
risks arising from socio-economic develop-
ments and changes, and enhanced public
awareness about compensation.

Compared with the growth in Gross
Domestic Expenditure (GDE), the growth in
the total insured amount of non-life insur-
ance policies during the past 10 years
curves in a steady ascent, exceeding GDE
(nominal) growth level. Direct premiums
had shown almost the same steady growth
as GDE levels until fiscal 1996, but there-
after the trend reversed due to the compe-
tition in premium rates and prolonged eco-
nomic sluggishness.

Trends in Gross Domestic Expenditure,
Non-Life Insurance in Force, and Direct Premiums

(Index : Fiscal 1991=100)
Non-Life Insurance in Force -=-=-Insurance in Force Index
- —— Direct Premiums Index —-— GDE (nominal) Index
trillion
yen 20,499.5
20,000 20,126.1
19,090.4
18,274.8
18,000 17,4973
16,529.1
16,000 15,628.0
14,946.6 Index
14,108.1 .
14,000 135116 160
12,000 152 - o
141,-°
35 .27 - 140
>
129.-
’ﬁ‘
122.°
»~
116.-7 116 « 120
-~
112
110
102 107 107 .=
100 . - 100
102 *
101 99
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 5';;?'
(Notes) 1. Regarding Compulsory Automobile Liability Insurance policies, the total sum

N

insured was calculated by multiplying the limit of payment per policy (30 million
yen) by the number of insurance policies in force. With regard to voluntary auto-
mobile insurance policies with unlimited coverage, the insured amount per poli-
cy is deemed to be 0.2 billion yen for bodily injury liability, and the total insured
amount was calculated by multiplying 0.2 billion yen by the number of insur-
ance policies involved. Since fiscal 1998, the insured amount per unlimited cov-
erage policy for property damage liability has been deemed to be 0.1 billion yen.

. “Direct Premiums” include the savings portion of maturity-refund type insur-

ance premiums, but excluding various refunds other than maturity refunds.

Gross Domestic Expenditure (Real)

(billion yen & %)

Private Final Consumption Expenditure 290,138.7 -0.1 291,103.7 0.3
Private Housing 20,232.0 -1.5 18,511.2 -8.5
Private Plant and Equipment 89,300.0 9.3 85,971.8 -3.7
Increase in Private Sector Inventory -1,790.1 -2.5 -2,090.4 -16.8
Governrnent s Final Consumption 87,497.0 44 89,955.5 78
Expenditure
Public Fixed Capital Formation 37,455.9 -7.4 35,300.6 -5.8
Increase in Public Sector Inventory 12.8 67.9 -7.5 -105.9
Net Exports of Goods & Services 12,728.8 8.7 10,183.6 -20.0
(Exports) 59,824.8 9.4 55,0594 -8.0
(Imports) 47,096.0 9.6 44,875.8 -4.7
Total 535,690.3 1.7 528,928.5 -1.3

(Source) “Preliminary Quarterly Estimates of National Expenditure” published by the Cabinet Office.
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I p B Household Income and Non-Life Insurance

In most cases as shown in the following chart, Ministry of Public Management, Home Affairs, Posts
the growth rate of non-life insurance premium pay- and Telecommunications, monthly non-life insurance
ments exceeds that of disposable income. premium payments per household were almost same

According to the 2001 survey on household as the previous year at 8,577 yen, while disposable
expenses conducted by the Statistics Bureau of the income decreased by 1.7% over the previous year.

Comparison between Disposable Income and Non-Life Insurance Premium Payment (monthly per household)

[ Disposable Income —— Growth Rate of Non-Life Insurance Premium Payment
[ Non-Life Insurance Premium Payment --- Growth Rate of Disposable Income

yen
500,000
450,000
400,000

==

9,000
8,000
7,000
6,000
5,000

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Fiscal Year

(Notes) 1. Source : “Annual Survey on Household Expenses” issued by the Statistics Bureau of the Ministry of Public Management, Home Affairs, Posts and
Telecommunications.
2. In principle, the amount of non-life insurance premium payment excludes premiums of maturity-refund type insurance policies.
3. The figures above show the national average for working households.

I. Current Situation of Non-Life Insurance Industry e



Business Results in Fiscal 2001

O The figures for both fiscal 2000 and 2001 in this section are calculated after deducting those premiums written by Taisei Fire
& Marine Insurance Co., Ltd. which went bankrupt in November 2001.

1

1 | Net Premiums Written

The total net premiums (direct premiums written™”
+ inward reinsurance net premiums - outward rein-
surance net premiums - savings portion of maturity-
refund type insurance premiums) written by our 28

02)

member non-life insurance companies”? in fiscal

2001 reached 6,811.8 billion yen, an increase of
0.4%. An outline of the major classes of business is
given as follows:

(O 1) Direct premiums written = gross direct premiums
(including the savings portion of maturity-refund
type insurance premiums) - various returns other
than maturity refunds (including return premiums
for cancellation, no-claim returns, and return premi-
ums resulting from the decrease of insurable risks)

(O02) This number was that of our Association’s mem-
ber companies excluding Taisei Fire & Marine as
of March 31, 2002.

Net premiums written from voluntary automobile
insurance, which account for 53.4% of the total net

premiums written, showed an increase of 0.9% from
the previous year, owing to each company’s sales
efforts, etc. Premiums written from Compulsory
Automobile Liability Insurance (CALI) also increased
by 0.6% from the previous year due to an increase in
the number of registered automobiles, etc.

Net premiums written from fire insurance
decreased by 1.6% from the previous year, mostly
due to a fall in housing starts. Net premiums written
from personal accident insurance decreased by 4.4%
from the previous year, due to a fall in sales of matu-
rity-refund type personal accident insurance policies.

Net premiums written from miscellaneous casu-
alty insurance showed an increase of 5.2% over the
previous year.

Net premiums written from marine cargo and
marine hull insurance increased 1.3%, while net pre-
miums written from inland transit insurance were
down by 2.5%. Consequently, the marine and transit
lines as a whole showed an increase of 0.3% over
the previous year.

Net Premiums by Line (Fiscal 2001)

Miscellaneous

Casualty
Gu 0
(564.9b yen) =7
8.3%
Persgnal Net Premiums
Accident (excl. savings .
Al |
(637.8b yen) portion) (3u;2;n:)|§)|yzn)
9.4% 6,811.8 53.4%
billion yen :
Marine & —
Transit Fire
(231.3b yen) (1,016.2b yen)
3.4% 14.9%

(Note) The above figures exclude those of Taisei Fire & Marine and are different from those described in the table “Net Premiums by Line” on Page 135.
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2 | Net Claims Paid

Net claims paid (direct claims paid + inward rein-
surance net claims paid - outward reinsurance claims
received) on all classes of insurance business during
fiscal 2001 amounted to 3,699.8 billion yen, down
0.5% from the preceding year. Net claims paid on
voluntary automobile insurance policies, which
account for more than 50% of the total net claims
paid, decreased by 3.1%, thanks to the decrease in
heavy losses such as those caused by the large scale
torrential downpours in and around the Tokai area,
and the hailstorm in Chiba and Ibaraki prefectures in
2000. CALI also decreased by 1.5%. On the other
hand, net claims paid for fire insurance policies
increased 4.6%, due to the impact of the terrorist
attacks on September 11 in the U.S.A. While claims
paid for personal accident insurance decreased by
4.3%, those for miscellaneous casualty insurance reg-
istered an increase of 11.2% over the previous year.

The loss ratio (i.e. the ratio of claims paid plus
loss adjustment expenses to net premiums written)
was 59.2%, an 0.4 percentage point decrease from
the previous year, mainly due to the decrease in the
loss ratio of voluntary automobile insurance and
CALI.

3 Operating Expenses on
Underwriting

Operating expenses on underwriting (agency
commissions and brokerage plus operating and gen-
eral administrative expenses on underwriting)
amounted to 2,522.0 billion yen, down 0.9% from
the preceding year. This decrease resulted from
efforts made to hold down costs by promoting ratio-
nalization or enhancing efficiency in each insurance
company’s management.

Under these circumstances, the operating
expense ratio stood at 37.0%, a 0.5 percentage
point decrease from the previous year.

Overall Business Results

(billion yen & %)

Underwriting Income
(Net Premiums Written)

9,557.8 9,352.9 -2.1
( 6,785.3) ( 6,811.8) ( 0.4)

(Savings Portion of Maturity-refund type Insurance Premiums)  ( 1,646.1) (1,402.8) (  -14.8)

(Reversal of Liability Reserves)
Underwriting Expenses
(Net Claims Paid)
(Loss Adjustment Expenses)
(Agency Commissions and Brokerage)
(Maturity Refunds to Policyholders)
(Provision for Outstanding Loss Reserves)
Investment Income
and (Interest and Dividend Income)
Expenses  (Profits on Sales of Securities)
Investment Expenses
(Losses on Sales of Securities)
(Losses on Devaluation of Securities)

Ordinary
Income

Operating and General Administrative Expenses

( 650.6) ( 628.38) ( -3.4)

8,209.1 8,239.9 0.4
( 3,719.6) ( 3,699.8) ( -0.5)
( 321.8) ( 3314 ( 3.0)
(1,248.3) ( 1,263.9) ( 1.3)
( 2,632.0) ( 2,433.4) ( -7.5)
( 158.0) ( 323.3) ( 104.6)

597.6 630.6 55

( 619.3) ( 577.7) ( -6.7)
( 290.6) ( 3294 ( 13.3)

195.9 489.6 150.0
( 34.3) ( 53.2) ( 55.4)
( 82.0) ( 3643) ( 344.2)

(Operating and General Administrative Expenses on Underwriting)  ( 1,297.8) ( 1,258.0) ( -3:1)

Other Ordinary Income and Expenses
Ordinary Profits
(Underwriting Profits)

Special Profits and Losses Balance
Profits for the Current Year before Corporate Taxes
Corporate Income Taxes and Corporate Resident Taxes
Adjustments in Corporate Income Taxes, etc.
Net Profits for the Current Year

1,390.8 1,347.5 -3.1
-29.2 -30.6 —
330.4 -124.0 -137.5

( 47.4) ( -149.2) ( -414.5)
-160.4 -149.7 —
170.0 -273.7 -261.0
65.1 108.5 66.7

1.3 -227.3 -17,493.0

103.6 -154.8 -249.4
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a4 Outstanding Loss Reserves and
Liability Reserves

The total amount of outstanding loss reserves
(including “Incurred But Not Reported”) in fiscal
2001 increased by 323.3 billion yen, due to the
impact of overseas reinsurance claims including those
related to the terrorist attacks on September 11.

The total amount of liability reserves (including
unearned premium reserves, catastrophe reserves,
and reserves for maturity refunds) in fiscal 2001
decreased by 628.8 billion yen.

5 | Underwriting Profits

Underwriting profits™ amounted to minus 149.2
billion yen, down 414.5% from the previous year.

(0)  Underwriting profits = net premiums written - net
claims paid - operating expenses on underwriting
+ savings portion of maturity-refund type insur-
ance premiums + investment income on such sav-
ings portion, etc. - maturity refunds - policyhold-
ers dividends - provisions for outstanding loss
reserves and liability reserves

6 Investment Income and Expenses

Interest and dividends amounted to 577.7 billion
yen, down 6.7% from the previous year, owing to
lower bank interest rates. However, total investment
income® including profits on sales or redemption of
securities, etc., in fiscal 2001 amounted to 630.6 bil-
lion yen (up 5.5% from the previous year). On the
other hand, investment expenses amounted to 489.6
billion yen, up 150.0% from the previous year. This
was because of losses from devaluation of securities
caused by a fall in the price of securities.

(O0) Total investment income = interest and dividend
income + profits on sales or redemption of securi-
ties + other investment income, etc. - investment
income to allot for reserves for maturity-refund
type (or savings type) insurance policies, etc.

Part | General Review of Fiscal 2001

7 | Ordinary Profits

Ordinary profits represent the total of (under-
writing income - expenses) + (investment income -
expenses) - (operating and general administrative
expenses) - (other ordinary expenses). This ordinary
balance amounted to minus 124.0 billion yen, down
137.5% from the previous year.

8 | Net Profits for the Current Year

Net profits for the current year, which are the
total of ordinary profits including special profits or
losses minus corporate income taxes, corporate resi-
dent taxes, and adjustments in corporate income
taxes, etc. which were recorded based on tax effect
accounting, totaled minus 154.8 billion yen, down
249.4% from the previous year.

Net losses were registered for the first time in 54
years since fiscal 1947. The losses were due to the
following two reasons.

1. Increase in claims payment and the provision of
outstanding loss reserves by the impact of over-
seas reinsurance losses including those related to
the terrorist attacks on September 11.

2. Due to the large losses caused by the devalua-
tion of the book value of securities due to a fall
in stock prices.



I 2 Total Assets and Investment

1 Components of Assets

Non-life insurance companies make investments
primarily in securities (national and local government

bonds, corporate bonds, stocks, foreign securities,
etc.) and loans, while paying due regard to the secu-
rity, liquidity, and public good of the funds under the
insurers’ care.

In recent years, as a result of the liberalization

Abridged Balance Sheet
<Assets> (billion yen & %)

Fiscal 2000

[ wowt | shwe | Amowm | shae |

Deposits 1,752.2 5.1 1,986.8 6.0
Call Loans 824.4 2.4 555.1 1.7
Receivables under Resales Agreements 10.0 0.0 1.0 0.0
Monetary Receivables Bought 490.5 1.4 276.0 0.8
Money Trusts 380.7 1.1 341.8 1.0
Securities 21,643.0 63.1 20,643.6 62.3
(National Government Bonds) ( 1,400.6) ( 4.7 ( 1,800.8) ( 5.4
(Local Government Bonds) (1,387.4) ( 4.0 ( 1,330.3) ( 4.0
(Corporate Bonds) ( 4,518.3) (13.2) ( 4,432.0) (13.4)
(Stocks) (10,246.6) (29.9) ( 8,862.1) ( 26.8)
(Foreign Securities) ( 3,657.6) (10.7) ( 3,787.2) (11.4)
(Other Securities) ( 432.4) ( 1.3) ( 431.1) (1.3
Loans 4,363.6 12.7 3,833.0 11.6
Real Estate 1,668.8 4.9 1,542.9 4.7
(Total Working Assets) (31,133.3) ( 90.8) (29,180.4) ( 88.1)
Other Assets 3,170.7 9.2 3,940.0 11.9
Total Assets 34,304.2 100.0 33,120.5 100.0

(Notes) 1. “Other Assets” is composed of 1) Cash in hand, 2) Furniture and fixtures, 3) Construction in progress, 4) Amounts due from agency business,
5) Amounts due from other domestic companies for reinsurance, 6) Custmer’s liability for acceptance and guarantee, 7) Deferred tax assets, and

8) Miscellaneous.

2. The avobe figures do not include those of two companies which went bankrupt in May 2000 and November 2001.

<Liabilities and Equities>

(billion yen & %)

Fiscal 2000

ot | shwe | Amowm | shae |

Underwriting Reserves 22,985.5 67.0 22,673.3 68.5
(Outstanding Loss Reserves) (2,231.1) ( 6.5 ( 2,550.8) ( 7.7)
(Liability Reserves) (20,754.2) ( 60.5) (20,122.4) ( 60.8)
(Others) ( 0.1) (0.0) ( 0.1) ( 0.0

Other Liabilities 4,310.6 12.6 4,417.6 13.3

Total Liabilities 27,296.1 79.6 27,090.9 81.8

Capital 846.9 2.5 842.1 2.5

Legal Reserves 685.9 2.0 631.8 1.9

Surpluses 2,023.3 5.9 1,796.1 5.4
(Profits for the Current Year) ( 103.6) ( 03 ( -154.8) ( -0.5)

Total Equities 7.,008.1 20.4 6,029.6 18.2

Total Liabilities and Equities 34,304.2 100.0 33,120.5 100.0

(Notes) 1. “Other Liabilities” consists of 1) Amounts due to other domestic insurance companies for reinsurance, 2) Accured taxes, 3) Convertible bonds,

4) Reserves for bad debts and for retirement allowance, 5) Acceptance and guarantee, and 6) Miscellaneous.
2. The avobe figures do not include those of two companies which went bankrupt in May 2000 and November 2001.
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and internationalization of the financial markets, risks
on investments held by non-life insurance companies
have become more diversified and complex. Under
these circumstances, non-life insurance companies
are expected to enhance their risk management and
improve the overall efficiency of their investments.
The total assets of our 28 member non-life
insurance companies” at the end of fiscal 2001
reached 33,120.5 billion yen, down 3.5% over the
previous year. This decrease can be explained by the
cancellation of maturity-refund type insurance policy
contracts and a decrease in the unrealized gains on
securities caused by the lower stock market. The
working assets used to earn investment income
amounted to 29,180.4 billion yen, representing
88.1% of total assets. Assets related to maturity-
refund type insurance policies amounted to 11,440.8
billion yen, occupying 34.5% of total assets or a
decrease of 1.2 percentage points over the preceding
year. Securities headed the list of investments with
20,643.6 billion yen or 62.3% of total assets, down

4.6% from the preceding year. By category, stocks
led with 8,862.1 billion yen, followed by corporate
bonds (4,432.0 billion yen), foreign securities
(3,787.2 billion yen), national government bonds
(1,800.8 billion yen), and local government bonds
(1,330.3 billion yen). Loans accounted for 11.6% of
total assets at 3,833.0 billion yen, down 12.2% from
the preceding year.

2 | Components of Liabilities

The total liabilities of our 28 member non-life
insurance companies”’ stood at 27,090.9 billion yen
at the end of fiscal 2001. Underwriting reserves, con-
sisting of liability reserves and outstanding loss
reserves, accounted for 83.7% of the total liabilities
at 22,673.3 billion yen.

(O) This number was that of our Association’s mem-
ber companies excluding Taisei Fire & Marine as
of March 31, 2002.

Developments in Total Assets and Working Assets

Total Assets Working Assets
billion yen
34,000
32,000
30,000 29.452.9
28,459.8
28,000 274445 27.638.7 I,
26,225.8
26,000
' 25,139.4 25,319.3
24,000
1992 1993 1994 1995

30,358.1

28,079.2

34,304.2
33,120.5

31,117.4 31,133.3

30,823.7
30,218.4

29,180.4
28,5363 28,296.9

26,430.2

1997 1998 1999 2000 2001 Fiscal Year

(Notes) 1. Figures are as of the end of each fiscal year.

2. Figures from fiscal 1999 to 2001 exclude those of failed non-life insurance companies.
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‘ ‘ ‘ Situation of Lines of Business

I y Bl Direct Premiums Written

1 Direct Premiums Written of All Lines of
Non-Life Insurance and Each Line’s Share

Direct premiums (gross direct premiums written
including the savings portion of maturity-refund type
insurance premiums minus various returns other than
maturity refunds, such as return premiums for can-
cellation, no-claim returns, and return premiums
resulting from the decrease of insurable risks)
received from all classes of insurance during fiscal
2001 reached 8,830.5 billion yen, down 2.6% over

the previous year, registering five straight years of
decrease.

The following chart shows the shifts in the distri-
bution of direct premiums among the different lines
of insurance business. Voluntary automobile and per-
sonal accident insurance have increased significantly
in the past twenty years, while fire, marine and tran-
sit, and CALI lines have continued to lose their
respective shares. The trend clearly implies that major
changes have taken place in the non-life insurance
business.

Trends in Direct Premiums by Line

Fire Voluntary Automobile
, 17.1% L
Fiscal 2001 (1,507.5) (3,676.5)
i 17.6% 30.1%
Fiscal 1991 (1,613.6) (2,762.3)
. 24.4% 30.0%
Fiscal 1981 (937.6) (1,151.1)

Miscellaneous Casualty —, Marine &
Personal Accident 1 Transit CALI

18.4% 8.9%
(1,625.3) (783.9)
; QZ.S%
- - (250.7)
29.1% 7.9%
(2.677.8) (725.9)
~33%
. (305.5)

13.2% 8.4%
(505.6) (323.9)
L 6.1%
(234.5)

(Note) Figures in parentheses indicate the respective direct premiums in billion yen.
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2 Fire Insurance

Direct premiums written by fire insur-
ance in fiscal 2001 amounted to 1,507.5
billion yen, a decrease of 76.1 billion yen
(down 4.8%) from the previous year.

Of this total, conventional type fire
insurance premiums increased by 1.2%
and maturity-refund type fire insurance
policies registered negative growth of
15.5%.

3 Voluntary Automobile
Insurance

Since there was an increase in car
ownership (up 1.0%) and the number of
cars insured (up 1.0%), voluntary automo-
bile insurance wrote direct premiums total-
ing 3,676.5 billion yen in fiscal 2001, an
increase of 26.5 billion yen (up 0.7%) over
the preceding year.

a4 Compulsory Automobile
Liability Insurance (CALI)

Direct premiums written by CALI dur-
ing fiscal 2001 reached 986.6 billion yen, a
decrease of 1.2 billion yen (down 0.1%)
over the previous year.

This insurance is compulsory for the
owners of all vehicles who are required to
obtain or renew policies at every mandatory
automobile inspection.”” Consequently, the
volume of direct premiums is closely linked
to car holdings and the number of vehicles
and/or motorcycles coming up for inspection.

(d) Motorcycles of 250 c.c. or less are not
subject to vehicle inspection.

Part | General Review of Fiscal 2001

Developments in Fire Premiums

billion yen

2,000

1,900 1,854.51,853.4 1,902.7 1,901.7

18218 17781
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1,700 16731
1,583.6

1,600 ,

1500 150705 °
.5
)
.5
«-10

-9.2
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(Note) Premiums quoted include the savings portion of maturity-refund type insurance
premiums.

Developments in Voluntary Automobile Premiums

billion yen
4,000
3,688.9 3,676.5
- 3572.13,599.9 36500
3,500 3,444.9
3,293.7
3,000 3,007.6
%
* 15
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(Note) Premiums quoted include the savings portion of maturity-refund type insurance

premiums.
Developments in CALI Premiums
billion yen
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9706 556
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%
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(Note) Premium rates were reduced in 1993, and 1997.



Developments in Personal Accident Premiums

5 | Personal Accident Insurance

billion yen
3,000 2,893.0
. . . 2,793.7
Direct premiums written by personal 2,800 261972,730.6 2666.8
accident insurance during fiscal 2001 2,600 2,542.2 i | %
- .15
amounted to 1,625.3 billion yen, down 206.0 2,400 9.9 22954 . 10
billion yen or -11.2% from the previous year. 2,200 50098 . s
Of this total, maturity-refund type personal 2,000 « 0
. . . 1,831.3
accident insurance policies produced 1,041.0 1,800 &, ! -5
- - ’ -10.7 107 412 ..
billion yen, down 186.0 billion yen or -15.2% 1,600 10
16253
. . -13.9 .-
over the preceding year. Conventional type
. . .. Fiscal
personal accident insurance policies amount- 1992 1993 1994 1395 1996 1997 1998 1999 2000 2001 v,
ed to 584.2 billion yen, down 20.1 billion yen (Note) Premiums quoted include the savings portion of maturity-refund type insurance
or -3.3% over the preceding year. premiums.
6 Nursing Care Expenses Developments in Nursing Care Expenses Premiums
illion yen
Insurance billion y
110
100 993
Direct premiums collected by nursing 90
. L 80
care expenses insurance during fiscal 2001 70 736 684 675 685
amounted to 28.1 billion yen, down 15.9 60 188
- . . 50 453
billion yen or -36.1%. Of this total, maturi- 40 408 440 .
. . 281 2
ty-refund type nursing care expenses insur- 30 4 15 s 2 - 10
. - - 0
ance policies produced 13.1 billion yen, «-10
down 7.9 billion yen or -37.6% over the ::gg
preceding year. Conventional type nursing -33.9 -36.1 *-40
care expenses insurance policies amounted 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Qesgf'

to 15.1 billion yen, down 8.0 billion yen or _ _ _ _ _ :
(Note) Premiums quoted include the savings portion of maturity-refund type insurance

-34.7% from the previous year. premiums.
7 Movables Comprehensive Developments in Movables Comprehensive Premiums
Insurance billion yen
130
1185 121 2% 1100 115 1224 1219
Movables comprehensive insurance 120 123
. . . . 110 - 107.5 108.7
registered direct premium receipts of 121.9
. - 100
billion yen, down 0.5 billion yen or -0.4%
. 90
over the previous year. Movables compre-

S _ , 80 %
hensive insurance with maturity refund . 10
policies accounted for 0.9 billion yen, . 5
down 1.0 billion yen or -50.8% over the )
previous year. Conventional type movables .5
comprehensive insurance policies amount- <cal
ed to 121.0 billion yen, up 0.6 billion yen 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 f('g;f
or +0.4% over the preceding year. (Note) Premiums quoted include the savings portion of maturity-refund type insurance

premiums.
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Developments in General Liability Premiums

8

General Liability Insurance

billi
340

. . . 320

Direct premiums registered by general

300

liability insurance during fiscal 2001 250
amounted to 332.7 billion yen, an increase 260
of 23.0 billion yen or up 7.4% from the 240
preceding year. 220

Workers' Accident Compensation
Liability Insurance

9

on yen
332.7
309.0 304.2 305.1 309.7
294.9
275.8
2488 1°/;
236.5 °
231.0 10.9
« 10
« 5
< 0

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Fiscal

Direct premiums collected from work-
ers’ accident compensation liability insur-

Developments in Workers' Accident Compensation Liability Premiums

ance during fiscal 2001 stood at 85.2 bil-

billion yen
lion yen, down 13.2 billion yen or -13.4% 140 1245 1284 175
. 120 112.4 :
106.8 107.0
over the previous year. 100 1034 918 o4
; ; ; 85.2
Of this total, maturity-refund type poli- 80
cies produced 13.9 billion yen, down 10.6 60 %
billion yen or -43.5% over the preceding lea + 20
. . . <10
year, while conventional type policies <o
amounted to 71.3 billion yen, down 2.5 o <10
. . -12.1 ™% 13.4
_ o) : *-20
billion yen or -3.4% from the previous year. B
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Qgg?'
Other Miscellaneous (Note) Premiums quoted include the savings portion of maturity-refund type insurance

10

Casualty Insurance

Direct premium receipts from other miscella-
neous casualty insurance policies for the past five

premiums.

years are as shown below.

Other Miscellaneous Casualty Premiums by Line

(million yen & %)

Burglary 26,806 7.2 28,422
Glass 3,371 -3.3 2,984
Aviation 19,619 4.4 11,992
Windstorm & Flood 173 -9.0 190
Guarantee 13,616 -6.8 14,242
Credit 7,948 -0.2 9,508
Boiler & Turbo-set 2,819 -2.5 2,836
Livestock 2,938 18.4 2,824
Machinery & Erection 42,468 55 39,799
R cengers Personal accident 1182 22 1126
Contractors’ All Risks 38,769 -7.3 35,649
Atomic Energy 12,152 -0.8 11,456
Miscellaneous Pecuniary Loss 52,898 -30.6 58,442

6.0 27,610 -2.9 28,325 2.6 26,287 -7.2
-11.5 2,666 -10.7 2,430 -8.8 2,177 -10.4
-389 13,696 142 14,625 6.8 38,463 163.0

10.0 335 76.7 329 -1.8 249 -24.2
46 14,432 1.3 13,421 -7.0 16,698 24.4
19.6 14,482 52.3 20,051 385 25,632 27.8
0.6 2,697 -4.9 2,656 -1.5 2,602 -2.0
-3.9 2,853 1.0 2,883 1.0 2,671 -7.3
-6.3 37,535 -5.7 37,085 -1.2 36,181 -2.4
-4.8 1,075 -4.5 997 -7.2 829 -16.8
-8.0 35,511 -0.4 35,345 -0.5 35,321 -0.1
-5.7 11,235 -1.9 11,023 -1.9 10,318 -6.4
10.5 51,158 -12.5 58,903 15.1 46,726  -20.7
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11| Marine Hull Insurance

Direct premiums collected by marine
hull insurance in fiscal 2001 amounted to
63.1 billion yen, up 6.0 billion yen or
+10.6%, marking an increase for the first
time in 8 years. This was due to the end in
the continuous reduction of premium rates
which had started with the liberalization of
the premium rates, the hardening of the
foreign market, the rise in war risk rates
caused by the terrorist attack of September
11, 2001, foreign exchange profits from
insurance premiums denominated in for-
eign currency, etc.

12| Marine Cargo Insurance

Direct premiums collected by marine
cargo insurance in fiscal 2001 amounted to
124.1 billion yen, down 4.4 billion yen or
-3.4% over the preceding year.

This was mainly attributable to the
decrease in the total amount of exports
(for the first time in 2 years) and imports
(for the first time in 3 years) over the previ-
ous year.

13| Inland Transit Insurance

Inland transit insurance registered
direct premiums of 63.5 billion yen during
fiscal 2001, down 1.4 billion yen or -2.2%
over the previous year due to the reduction
in loading caused by the sluggish domestic
economy.

Developments in Marine Hull Premiums

billion yen
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Maturity-refund type (or
Savings type) Insurance Policies

14

Maturity-refund type (or savings type)
insurance policies, whose insurance terms
run from 2 to 60 years at maximum, have a
combined function of indemnity and sav-
ings (i.e. maturity refund to be received by
policyholders, if no major accident occurs
by the time of maturity).

Direct premiums for various maturity-
refund type insurance policies amounted to
1,561.9 billion yen during fiscal 2001,
down 292 .4 billion yen or -15.8% over the
preceding year. The decrease reflected
recent unfavorable investment circum-
stances.

By including this savings function,
these insurance policies cater to Japanese
tastes and have been widely accepted
among consumers. In view of this, non-life
insurance companies continue to produce
new products and to revise existing prod-
ucts in order to meet the diversified needs
of consumers. Consequently, these policies
have become a major premium earner for
the non-life insurance industry and are
unique to the Japanese non-life insurance
business. In fiscal 2001, direct premiums
from maturity-refund type insurance poli-
cies accounted for around 20% of the total
direct premiums. Non-life insurance com-
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panies offer a wide variety of long-term
insurance policies with maturity refunds in
various lines such as fire insurance, person-
al accident insurance, automobile insur-
ance, etc. In particular, in order to meet
Japanese consumers’ needs for individual
annuities in our aging society, non-life
insurance companies have marketed an
individual annuity and accident insurance
policy, making good use of the savings
function of maturity-refund type insurance
policies.

Developments in Maturity-Refund Type Insurance Premiums

billion yen
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I p B Ownership of Non-Life Insurance Policies

1 | Fire Insurance

According to the replies of the 3,112 house-
holds of the 4,000 randomly contacted by the
Marine and Fire Insurance Association of Japan in a
nationwide survey in November 2000, 49.2% were
covered by fire insurance for dwellings and 35.4%
for household properties.

2 Earthquake Insurance on Dwelling
Risks

The rate of ownership of earthquake insurance
on dwelling risks coverage (i.e. the ratio of the num-
ber of contracts in force based on the data of non-
life insurance companies operating in Japan to the
number of households based on the Basic Resident
Registers) was 16.2% as of the end of March 2002,
up 0.2 percentage points from the previous year and
maintaining the continuous increase since 1994.

3 | Personal Accident Insurance

According to the replies of the 3,112 house-

holds of the 4,000 randomly contacted by the
Marine and Fire Insurance Association of Japan in a
nationwide survey in November 2000, 61.3% were
covered by personal accident insurance policies.

4 | Voluntary Automobile Insurance

The survey conducted at the end of March 2001
by the Non-Life Insurance Rating Organization of
Japan revealed that 70.9% of registered automobiles
were covered against liability for bodily injury, 70.4%
against liability for property damage, 33.9% against
physical damage (to the insured vehicle), and 66.2%
against passengers’ personal accident.

(Note) When the figures of mutual societies, such as the
“Zenkyoren”, the National Mutual Insurance
Federation of Agricultural Cooperatives, are
included, it is estimated that the ownership of
coverage against liability for bodily injury amounts
to around 85% of the total number of registered
vehicles. However, the actual ownership rate
seems to be higher since the total number of reg-
istered vehicles includes vehicles held by the gov-
ernment on which it is not necessary to take out
an automobile insurance policy, and vehicles
which are in the process of being distributed in
the used-car market.

Ownership of Voluntary Automobile Insurance

Fiscal Year Number.of Registered B?di!)f Injury Pro;.)ertx Damage ;‘;‘s:; Pz;se.r::r;?‘:s
Automobiles (thousand) Liability (%) Liability (%) (%) Accident (%)
1991 62,713 67.2 66.3 26.6 64.6
1992 64,498 68.2 67.3 284 65.7
1993 66,279 68.4 67.5 28.9 66.0
1994 68,104 68.7 67.9 29.2 66.6
1995 70,107 68.8 68.1 29.8 66.9
1996 71,776 69.4 68.7 30.7 67.5
1997 72,857 69.9 69.2 31.6 68.1
1998 73,688 69.6 69.1 32.0 67.9
1999 74,583 70.4 69.8 33.0 67.8
2000 75,525 70.9 70.4 33.9 66.2
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I Cf Direct Claims Paid

1 Direct Claims Paid for All
Lines of Non-Life Insurance
and Maturity Refunds Paid

The aggregate total of direct claims
paid under all lines of insurance during fis-
cal 2001 reached 4,167.3 billion yen, down
1.8% from the previous year, and the total
sum of maturity refunds paid, including
policyholders’ dividends under maturity-
refund type insurance of different classes,
amounted to 2,483.2 billion yen or a
decrease of 7.7% from the previous year.
The claims by classes of business for the
past ten years are shown in the graph.

2 | Direct Claims Paid by Line

A. Fire Insurance

Direct claims paid for fire insurance in
fiscal 2001 were 325.0 billion yen, down
10.7% from the previous year.
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Direct Claims and Maturity Refunds Paid

[ Total Claims Paid | Maturity Refunds Paid
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(Note) “Total Claims Paid” means the aggregate amount of direct claims paid under all
lines of insurance.

Direct Claims Paid for Fire Insurance
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B. Automobile Insurance

Direct claims paid under voluntary
automobile policies during fiscal 2001
amounted to 2,115.0 billion yen, or a
decrease of 3.4% from the preceding year,
and CALI direct claims paid were 889.6 bil-
lion yen, up 0.2% from the year before.

C. Personal Accident Insurance

Direct claims paid for personal acci-
dent insurance in fiscal 2001 were 265.5
billion yen, down 4.6% from the preceding
year.

Direct Claims Paid for Voluntary Automobile Insurance and CALI

Voluntary Automobile Insurance CALI
billion yen
2,200 2,190.3
2,083.4 21150
1,989.91,998.7
2,000 : :
1,908.51,866.11,902.1 19333
1800 18032
1,600
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1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Qgg?'
Direct Claims Paid for Personal Accident Insurance
billion yen
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D. Marine Hull & Marine Cargo

Direct Claims Paid for Marine Hull and Marine Cargo Insurance

Insurance
bi

A total of 39.9 billion yen (up 4.7%
from the previous year) was paid for
marine hull policies and 64.6 billion yen (up
11.1% over the previous year) for marine
cargo policies in fiscal 2001.
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Claims Paid for Recent Catastrophe
Losses

3

Claims paid for major catastrophe losses which
occurred during fiscal 2001 are shown in the follow-
ing table.

Claims Paid for Catastrophe Losses in Fiscal 2001

Name of Disaster

Class of Date

Insurance

(million Yen)

Typhoon No. 11  [Downpours from Sep.6( Typhoon No. 15 Typhoon No. 16
Aug. 21, 2001 from Sep. 6, 2001 Sep. 10, 2001 Sep 13, 2001

Saitama, Mie, Tokyo, Chiba,
\WELEVEILE] LENELENTE]

Fire No. of Policies 3,099 82 6,202 834
Claims Paid 1,973 163 4,376 989
. No. of Policies 226 12 508 200
Miscellaneous /-~ T 00T
Claims Paid 444 8 1,398 128
. No. of Policies 1,090 66 850 267
Automobile "~ "~~~ /U770 TTT T
Claims Paid 505 51 366 153
Marine Hull ,J\,l?jgf,Pgl,lsl,e,s ,,,,,,,,,,,,,, %9,,,,,,,,,,,,,,,,,,,,,2 ,,,,,,,,,,,,,,,,,,,, 3, 1,,,,,,,,,,,,,,,,,,,,,] ,,,,,,,,
Claims Paid 40 57 86 1
. No. of Policies 5 0 16 15
Marine Cargo "
Claims Paid 19 0 246 56
No. of Policies 4,440 162 7,607 1,317
Total " -~ - 7T T
Claims Paid 2,982 278 6,471 1,326
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Fire Losses and Casualties Number of Fires, Losses, and Casualties

Number of Fires Number of Injuries [ Number of Deaths
A total of 63,569 fires occurred — Amount of Loses

during 2001. These caused losses of | billionyen

o o 200 1938
143.0 billion yen, killing 2,190 people
and injuring 8,119, as shown in the fol- 180
lowing table.
, _ 160
On a daily average, about 174 fires 1569
143.0
i i i 64,066 146.0
(1 fire every 8 minutes) occurred with 140 63,015 62,913 61,389 Q418 e « 65,000
6.0 people killed, 22.2 people injured, 56700 58,526 "+ 60,000
and about 400 million yen worth of 54762 >4514 + 55,000
property destroyed. * 50,000
8,136 8119
30% 68 7,576 + 8,000
Jooy et 21 7309
6,89 6,895 7, . 7,000
« 6,000
o - 3,000
1882 1801 1,898 1,978 2095 2062 2122 2010 210 . o
I I I . 1’000

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Year

(Source) Statistical materials by the Fire and Disaster Management Agency.

Traffic Accidents and Casualties Number of Traffic Accidents and Casualties
Number of Injuries [l Number of Deaths — Number of Accidents
In 2001, the number of traffic acci-  |1,200,000 —
dents involving bodily injuries reached  |1.100,000 1,050,397
. . 990,675
947,169, with 8,747 people killed and  |1.000.000 922,677 942203 958,925 o31,934 947,169
L 900,000 TR RIS +900,000
1,180,955 people injured. Per day, T 844,003 '
. . . 800,000 803,878
2,595 traffic accidents occurred, killing 260,000 761,789 771,084 780399 +800,000
P g 724,675 128,451
24 people and injuring 3,235. - 470,000
+600,000
12,000 11,451
11,000 10942 10,649 10,679
9,942
10,000
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Year

(Source) Statistical materials by the National Police Agency.
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International Relations

1

Our non-life insurance industry has been actively
promoting programs for the exchange of insurance
technology and expertise with overseas countries,
particularly with the East Asian regions.

1 The 31st General Course of the
Insurance School (Non-Life) of Japan

The Marine and Fire Insurance Association of
Japan, jointly with the Non-Life Insurance Institute of
Japan, has been providing a program in Tokyo called
the Insurance School (Non-Life) of Japan (ISJ) for staff
members of non-life insurance companies and regu-
latory offices in the East Asian regions. The ISJ was
founded in 1972 as an international cooperation pro-
gram organized by our non-life insurance industry
under wholly private initiative. The ISJ programs are
recognized as one of the core activities of the

Number of ISJ General Course
Graduates by Region (1972-2002)

Association, and considered an invaluable program
for the East Asian insurance industries.

With the objective of exchanging non-life insur-
ance know-how and expertise with the East Asian
regions, the study program of the General Course
consists of classroom lectures, workshops, and visits
to insurance companies. The 31st General Course of
the ISJ was held from September 2 to September 18,
2002, with 27 participants, under the main theme of
“Marine and Inland Transit Insurance”.

The General Course has produced 1,060 gradu-
ates over the last 31 years, and including the ISJ
Advanced Course mentioned below, the total num-
ber of participants on ISJ courses has reached 1,289.

Apart from the ISJ courses, individual Japanese
non-life insurance companies also provide their own
educational programs every year.

Number of ISJ Advanced Course
Graduates by Region (1991-2002)

Bandar Seri Begawan (Brunei) 32 (6)
Bangkok 147 (30)
Beijing 38 0)
Hanoi 21 (1)
Hong Kong 125 (18)
Jakarta 128 (8)
Kuala Lumpur 134 (23)
Macao 34 (10)
Manila 133 (15)
Phnom Penh 4 3)
Seoul 119 (22)
Singapore 102 9)
Taipei 42 (0)
Yangon (Myanmar) 1 (0)
Total 1,060 (145)

Bandar Seri Begawan (Brunei) 8 3)
Bangkok 23 (0)
Beijing 18 )
Hanoi 7 (0)
Hong Kong 21 (2)
Jakarta 23 ©)
Kuala Lumpur 23 (8)
Macao 10 (8)
Manila 22 (0)
Phnom Penh 1 (1)
Seoul 25 1)
Singapore 24 (5)
Taipei 23 (0)
Yangon (Myanmar) 1 (0)
Total 229 (28)

(Note) Figures in parentheses indicate the number of participants from
regulatory offices.
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2 The 12th Advanced Course of the
Insurance School (Non-Life) of Japan

To accommodate an increasing number of
requests from the East Asian regions to organize an
additional course at a higher level, the Marine and
Fire Insurance Association of Japan decided in March
1990 to start the Advanced Course from May 1991.

The Advanced Course of the Insurance School of
Japan (ISJ) held its 12th session in Tokyo under the
co-auspices of the Marine and Fire Insurance
Association of Japan and the Non-Life Insurance
Institute of Japan for about two weeks from May 13
to 24, 2002, with 22 participants.

This Advanced Course is, in principle, for execu-
tives who have already graduated from the ISJ
General Course and is organized in a workshop for-
mat rather than the lecture style of the General
Course. The main theme of this year’s course was
“Towards Optimal Cooperation between Public and
Private Sectors in the Non-Life Insurance”.

3 The 9th Session of the Insurance School
(Non-Life) of Japan Overseas Seminar

The 9th session of the Insurance School (Non-
Life) of Japan (ISJ) Overseas Seminar was held under
the two main themes of “Impact of the terrorist
attacks on September 11 on the world insurance
market” and “The composite business operations of
life and non-life in Japan” on July 2 and 5, 2002. The
seminar was organized with the Insurance
Association of China and Shanghai Insurance
Association and attracted 126 participants in Beijing

and 86 participants in Shanghai.

The 30th ISJ General Course

The Marine and Fire Insurance Association of
Japan, jointly with the Non-Life Insurance Institute of
Japan, has been holding the ISJ Overseas Seminar
annually since 1993, under the co-auspices of the rel-
evant associations or organizations of each region
concerned, in a few cities chosen in turn from among
the ISJ participating regions.

This seminar’s concept was conceived as a valu-
able means of presenting our techniques and know-
how on specific themes, targeting mainly insurance
practitioners in those markets.

However, as the 6th session, which was held in
Hanoi and Yangon in June 1998, marked the com-
pletion of the rotation of venues, our Association
reviewed the original concept of the Overseas
Seminar and decided to reorganize our activities. We
therefore have held a new-style of Session from
1999, dealing with carefully selected issues con-
fronting the insurance industry.

The new concept of this seminar is to promote
the mutual exchange of information and views on
current topics in both Japan and foreign insurance
markets and cement excellent relations among these
regions.

4 | Visitors from Overseas

Visits by various missions and study teams from
abroad to research and study the Japanese non-life
insurance market have been increasing. The Marine
and Fire Insurance Association of Japan officially wel-
comed 35 groups (105 individuals) from overseas
during the fiscal year 2001.

The 12th ISJ Advanced Course

IV. International Relations
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The advance of internationalization in the insur-
ance market is making it ever more essential for our
non-life insurance industry to promote mutual under-
standing and exchange of views and information
with the overseas insurance industries. As an integral
part of its activities to establish good relationships
with them, the Marine and Fire Insurance Association
of Japan has actively pursued dialogue and exchange

of views and information with overseas insurance

associations. Mr. Eiji Nishiura visited the Insurance Association of China.
To this end, Mr. Eiji Nishiura, the Executive (Left: Mr. Dongsheng Li, General Secretary, IAC)

Director of the Association, visited the Insurance

Association of China on July 3, 2002, to talk about

the future development of the cooperative relation-

ship between the two Associations.

Dialogue and Exchange of Views and Information with Overseas Insurance Associations

1993 o Mr. Denis Kessler, President of Fédération Francaise des Sociétés d’'Assurances (FFSA), visited the Marine and
Fire Insurance Association of Japan (Association). (July)
1997 o Mr. Patrick Lefas, Director for European and International Affairs of the FFSA, and Mr. Philippe Brahin,

Assistant Director, visited the Association, had a meeting with the top management of the Association and
delivered a lecture. (May)

» Association delegates visited the Association of British Insurers (ABI), the FFSA and Gesamtverband der
Deutschen Versicherungs-wirtschaft e.V. (GDV). The formal signing of the memorandum concerning the
cooperation framework was concluded between the FFSA and the Association. (October)

1999 » Mr. Mark Boléat, Director General of the ABI, visited the Association, having a meeting with the top manage-

ment of the Association including the Chairman and delivering a lecture. (January)

e Dr. Bernd Michaels, President of the GDV, and Dr. Jorg Freiherr Frank von Furstenwerth, Chief Executive
Officer, visited the Association, having a meeting with the top management of the Association including the
Chairman and delivering a lecture. (May)

» Mr. John Cooke, Head of International Relations of the ABI, visited the Association and exchanged views and
information with the top management of the Association. (August)

2000 e Mr. Kevin Cronin, President and Chief Executive Officer of the International Insurance Council (IIC) based in
Washington, D.C., visited the Association. (January)

e Mr. Jacques Léglu, Deputy Secretary General of the Comité Européen des Assurances (CEA), visited the
Association. (October)

2001 » Mr. John Cooke, Head of International Relations of the ABI, visited the Association and exchanged views and
information with the top management of the Association. (February)

« Association delegates visited the ABI, the FFSA, the CEA and the GDV. The formal signing of the memoran-
dum concerning the cooperation framework was concluded with the ABI and the GDV. (April and May)

2002 e Mr. Kevin Cronin, President and Chief Executive Officer of the IIC visited the Association. The formal signing
of the memorandum concerning the cooperation framework was concluded. (January)

« Association delegates visited the ABI, the FFSA and the GDV. (April)
« Association delegates visited the Insurance Association of China. (July)
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1 | Government-level

The following government-level international
organizations have taken up a wide variety of issues
on insurance.

A. International Association of Insurance
Supervisors (IAIS)

The International Association of Insurance
Supervisors (JAIS) is an international organization set
up with the objective of establishing international
standards for insurance regulation and supervision,
assisting each country to implement those standards,
and promoting cooperation among insurance super-
visors and also with other international organizations.
Currently, the member insurance supervisors of the
IAIS, including the Financial Services Agency of
Japan, are drawn from around 100 jurisdictions all
over the world.

The Marine and Fire Insurance Association of
Japan has been participating in the IAIS annual con-
ferences as an observer since 1996. In January 2000,
our Association obtained an IAIS observership, a new
membership category which was made available to
non-regulators in December 1999, and has since
actively been involved in the discussions to offer its
opinions about the establishment of international
insurance supervisory standards.

From September 16 to 20, 2001, the 8th annual
conference was held in Bonn, Germany, where the
following standards were listed on the agenda for
approval: “Principles on Capital Adequacy and
Solvency”, “Supervisory Standard on the Evaluation
of the Reinsurance Cover of Primary Insurers and the
Security of their Reinsurers”, "“Supervisory Standard
on the Exchange of Information”, “Guidance Paper
on Public Disclosure by Insurers”, and “Anti-Money
Laundering Guidance Notes for Insurance Supervisors
and Insurance Entities”. However, the terrorist

attacks on September 11, 2001 prevented many
members from participating in the meeting, and the
approval of the above standards was deferred until
its continued General Meeting which was held sepa-
rately in Tokyo in January 2002.

The 9th annual conference, where lively discus-
sions took place on how to improve the financial
integrity of the insurance business, etc., was held
from October 9 to 11, 2002 in Santiago, Chile. In its
General Meeting, “Principles on Minimum
Requirements for Supervision of Reinsurers” was
approved.

The next annual conference will be held in
Singapore in October 2003.

B. Organization for Economic Co-opera-
tion and Development (OECD)

The Organization for Economic Co-operation
and Development (OECD), which consists of 30
developed countries, has an Insurance Committee
which deliberates on various insurance issues, and
has been conducting such activities as analysis of
insurance supervisory systems of member countries,
promotion of information exchange and liberaliza-
tion, and technical assistance to non-member coun-
tries. The Insurance Committee has sub-committees
such as the “Working Party of Governmental Experts
on Insurance Solvency” and the “Working Party on
Private Pensions”.

The Insurance Committee is held in Paris, France
twice every year, and our Association has been a par-
ticipant since November 1998. With the objective of
supporting developing countries, the Insurance
Committee has held seminars on insurance regula-
tion and supervision in the following venues:

e Tianjin, China, from July 9 to 10, 2001

e Beijing, China, from October 25 to 26, 2001
e Lima, Peru, from November 5 to 7, 2001

e Tokyo, from January 10 to 11, 2002

IV. International Relations



o Tallinn, Estonia, from February 6 to 8, 2002
e Amman, Jordan, from April 25 to 26, 2002
e Suzhou, China, from June 3 to 4, 2002

The Japanese non-life insurance industry partic-
ipated in the seminars held in Tianjin, Beijing, Lima,
Tokyo and Suzhou. In the Tianjin, Tokyo and Suzhou
seminars, a representative from the industry made a
presentation as part of the panel.

C. World Trade Organization (WTO)

The World Trade Organization has dealt with the
liberalization of trade in goods and services. As for
financial services including insurance, as a result of
negotiations which started from April 1997 in the
Committee on Trade in Financial Services, the first
permanent agreement was reached in December
1997 effective from March 1999, with WTO member
countries committing themselves to the principles of
broad market access and national treatment of for-
eign financial services suppliers on the basis of the

Most-Favored Nation (MFN) treatment. In order to
further liberalize the services sector, subsequent ser-
vices negotiations have taken place in the Special
Session of the Council for Trade in Services as a built-
in agenda issue. In November 2001, the fourth ses-
sion of the Ministerial Conference adopted the
Ministerial Declaration which decided to launch the
new multilateral trade negotiations (New Round) last-
ing 3 years and to finish by January 1, 2005.

The Declaration showed the following work pro-
gram for the services sector including financial ser-
vices:

e June 30 2002 : Submission of initial requests
for specific commitments

e March 31 2003 : Submission of initial offers

In February 2002, the Association submitted its
requests to the Japanese government so that barriers
on the operation of foreign non-life insurance com-
panies should be removed in each country.

Major Movements about WTO Services Negotiations

Feb. 2000 General Council

May 2000 3rd Special Session of the Council
for Trade in Services

Dec. 2000 Submission of proposals for negoti-
ations by the Japanese government

Mar. 2001 7th Special Session of the Council

From May 2001

for Trade in Services

8th Special Session of the Council
for Trade in Services and the subse-
quent sessions

It was decided that member countries would discuss how to proceed with
services negotiations, which were a built-in issue, at the Special Session of
the Council for Trade in Services.

(1) It was approved that member countries would submit proposals for
negotiations about negotiation methods and the expansion of the
membership among developing countries by the end of 2000.

(2) It was approved that member countries would hold an evaluation meeting
in March 2001 in order to examine the development of negotiations which
had taken place and how to proceed with the negotiations after that.

The Japanese government submitted its views about how to proceed with
services negotiations and the issues of importance to each service sector.

(1) Guidelines for negotiations were approved.

(2) Positive evaluation was made about the negotiations which had taken
place until then, and discussions were made about proposals for nego-
tiations which were submitted by each country.

Discussions have taken place about proposals for negotiations which were
submitted by each country.

WTO Members hold meetings bilaterally to clarify contents of initial requests.
WTO Members continue to negotiate bilaterally in order to improve initial

Interim review of the development of the whole WTO negotiations

Nov. 2001 4th Ministerial Conference (Qatar)
Jun. 30 2002 Deadline for the submission of ini-
tial requests
Mar. 31 2003 Submission of initial offers
offers.
Sep. 2003 5th Ministerial Conference (Mexico)
Jan. 2005 Deadline for the whole WTO nego-

tiations including services sector
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2 | Private sector-level

Many international meetings regarding non-life
insurance are held every year in various countries
around the world. The Japanese non-life insurance
industry actively participates in these meetings and
promotes cooperative relations with overseas non-life
insurance industries.

A. The 6th Meeting of the International
Meeting of Insurance Associations (IMIA)

With the objective of exchanging views and
information on the activities of the respective insur-
ance associations and other insurance-related mat-
ters, the International Meeting of Insurance
Associations (IMIA), brings together delegates from
insurance associations of many countries, and meet-
ings have been held every year since its establishment
in 1996.

In September 2001, the 6th meeting was held in
Bonn, Germany, although the terrorist attacks in the
U.S. prevented many associations including the
Marine and Fire Insurance Association of Japan from
attending the meeting. The 7th meeting was held in
Santiago, Chile in October 2002. The Association
gave a presentation about its activities on the promo-
tion of dialogue with consumers, the study of the
future shape of the policyholders protection system
and the prevention of automobile theft.

B.The 127th General Meeting of the
International Union of Marine Insurance
(IlUMi)

The International Union of Marine Insurance
(IUMI) is the longest-running international meeting
devoted to marine insurance, and was established in
Berlin, Germany, in 1874. The 127th General
Meeting of the IUMI was held in Genoa, ltaly, from
September 16 to 19, 2001 with around 360 mem-
bers from 53 member associations world-wide. The
Japanese non-life insurance industry did not send

participants as the meeting was immediately after
the September 11 terrorist attack.

C. The 61st General Meeting of the Inter-
national Union of Aviation Insurers (IUAI)

In 1934, the Aviation Sub-Committee of IUMI
was dissolved, and a new organization, the
International Union of Aviation Insurers (IUAI), was
established. The 61st General Meeting of the IUAI
was held in Copenhagen, Denmark from May 28 to
June 1, 2001, and the 62nd Meeting was held in
Lisbon, Portugal from May 27 to 31, 2002. The non-
life insurance industry of Japan sent seven and six
delegates respectively.

D. The International Accounting Standards
Board (IASB)

The International Accounting Standards Board
(IASB) was established to set and promote the use of
international accounting standards (IAS). In the insur-
ance area, the Advisory Committee, a group of
experts, was set up to give advice to the IASB for
deliberations on an IAS on insurance. A representa-
tive from the Association participated in the first
meeting of the Committee held in London in April
2002. The Exposure Draft is to be published around
the beginning of 2003.

E. The Financial Leaders Working Group
(FLWG)

The Financial Leaders Group (FLG) was estab-
lished by private financial industries in Europe and
the U.S., with the objective of helping promote WTO
financial services negotiations in 1996. From
November 1999, the Association has participated in
its working group (FLWG) to collect information, rep-
resent the Japanese non-life insurance industry in the
presentation of opinions, and coordinate views with
various organizations abroad. The FLWG is composed
of FLG member corporations and trade associations,
who meet to put together the requests of the private
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sector and exchange information with each other,
thus preparing for WTO negotiations.

In October 2001, FLWG made a “Proposed
Model Schedule” which was recommended to be
used as a reference text in scheduling commitments
in insurance liberalization by WTO members.
Furthermore, FLWG, in its meeting in London in April
2002, listed the barriers in the financial services sec-
tor of each country, and submitted the list to respec-
tive governments of the FLWG members in July
2002.

F. East Asian Insurance Congress (EAIC)

The East Asian Insurance Congress (EAIC) is the
largest insurance congress in East Asia. The Congress
was founded in 1962 to further and develop interna-
tional collaboration in all fields of insurance.
Conferences have been held biennially in one of the
11 member cities: Bandar Seri Begawan, Bangkok,
Hong Kong, Jakarta, Kuala Lumpur, Macau, Manila,
Seoul, Singapore, Taipei and Tokyo.

From October 20 to 25, 2002, the 21st
Conference of the EAIC was held in Tokyo, jointly
hosted by the Association, the Life Insurance

Association of Japan and the Foreign Non-Life
Insurance Association of Japan. The Tokyo
Conference gathered more than 1,100 participants
from 29 markets including the above member cities
as well as the U.S. and Europe. Under the main
theme of “Challenges and Opportunities for
Insurance in the Changing World of Financial
Services”, a lively exchange of views and information
took place. On October 24, 2002, the EAIC issued
the "EAIC Declaration 2002, Tokyo”, which is the
guiding principles for the East Asian insurance indus-
try declared for the first time in its 40-year history.

The next Conference will be held in Bangkok in
2004.

G. Others

A representative from the Association participat-
ed in the 84th and 85th Legal Committees of the
International Maritime Organization (IMO) in 2002.
Individual Japanese non-life insurance companies also
participated in other international meetings. These
included the annual seminar of the International
Insurance Society (lIS), Monte Carlo Rendezvous,
Baden-Baden Meeting, etc.

Fully recognizing that:

global changes.

ance;

o EAIC Declaration, 2002 Tokyo (extract) ()

1) the insurance industry is a critical component of the economy;

2) its sound development is extremely important to the smooth functioning of the economy and the social well-
being of the people in the respective regions; and

3) the industry should be capable of adapting and responding pro-actively to the rapid domestic, regional and

We, the insurance industry in East Asia at the 21st General Meeting, hereby commit ourselves:
1) To rise to the challenges of meeting the changing and increasingly sophisticated consumer needs for insur-

2) To do our best in further strengthening our financial solvency and profitability by improving business efficien-
¢y, underwriting skills and asset management capability;

3) To adopt and practice good corporate governance, risk management system and internal controls so as to
strengthen our capability in serving the long-term socio-economic interest of our policyholders.
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V International Business

I Yl Foreign Non-Life Insurers in Japan

Foreign non-life insurers operating in Japan are,
classified according to the following five categories ;
(a) locally incorporated insurers, including foreign-
capitalized insurers (herein, such foreign-capitalized
insurers are classified as domestic insurers.), licensed
to conduct non-life insurance business under the
Insurance Business Law, (b) foreign non-life insurers
licensed on a branch or agent basis to conduct non-
life insurance business under the Insurance Business
Law, (c) specific foreign insurers licensed under the
Insurance Business Law to conduct non-life insurance
business through their general agents in Japan (i.e.
the Society of Lloyd's), (d) insurance or reinsurance
brokers acting in Japan as registered insurance
agents or insurance brokers, and (e) representative or
liaison offices established in order to collect informa-
tion on the insurance market. “Foreign non-life insur-

rs” here means insurers in categories (b) and (c)
above.

As of December 2002, there were 25 foreign
non-life insurers in Japan from the following coun-
tries: U.S.A. (7) ; U.K. (5) ; France (2) ; Germany (2) ;

Switzerland (2) ; India, Australia, Korea, the

Philippines, Italy, Bermuda and Norway (I each). Of
these 25 companies, two confine their activities to
reinsurance, three others offer only “Protection &
Indemnity Insurance”, while a further two are repre-
sented by Japanese non-life insurance companies as
their agents.

Of these 25 foreign non-life insurers, 16 are
members of the Non-Life Insurance Rating
Organization of Japan. As of the end of March 2002,
foreign non-life insurers’ employees totaled 3,325,

and agents 17,904.

A. Direct Premiums Written by Foreign
Non-Life Insurers

In fiscal 2001 ending March 31, 2002, the total
of direct premiums (including the savings portion of
maturity-refund type insurance premiums) of foreign
non-life insurers amounted to about 339.3 billion
yen, recording an increase of 3.3% over the previous
year. Personal accident insurance maintained the
biggest share of any line of business at 42.7%, fol-
lowed by voluntary automobile insurance (32.5%).

Direct Premiums of Foreign Non-Life Insurers

Flscal 1999

Class of Business

Flscal 2000

(million yen & %)

Share of

h Japanese
Growt Insurers

Fire 30,643 -4.8 30,290 -1.2 30,560 17.1
Voluntary Automobile 98,352 16.4 104,013 5.8 110,405 6.1 32.5 41.6
Personal Accident 129,608 0.1 136,204 5.1 144,959 6.4 42.7 18.4
Miscellaneous Casualty 40,323 16.0 43,977 9.1 40,023 9.0 11.8 8.9
Marine and Inland Transit 7,103 -7.6 7,358 3.6 6,830 -7.2 2.0 2.8
Compulsory Automobile Liability 7,050 1.1 6,578 -6.7 6,541 -0.6 1.9 11.2
Total 313,079 5.9 328,420 4.9 339,318 3.3 100.0 100.0

(Note) Figures above do not include those of foreign-capitalized non-life insurers and foreign non-life insurers which do not have membership in the Foreign
Non-Life Insurance Association of Japan.
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The market share of foreign non-life insurers in
Japan (including the five foreign-capitalized non-life
insurers operating in Japan) stood at 4.5%, up 0.3 of
a percentage point from the previous year. When the
savings portion of maturity-refund type insurance
premiums is excluded, this share increases to 5.2%,
up 0.2 of a percentage point from the previous year.

B. Japan-Foreign Insurance Committee
(JAFIC)

The top management of the Marine and Fire

2

As of April 1, 2002, eight Japanese non-life
insurers write risks through their overseas branch
offices and agents, and twelve Japanese non-life
insurers have established overseas subsidiaries (includ-
ing reinsurance devoted companies) to write risks. As
for overseas operations in general (branches, agents,
overseas subsidiaries and liaison offices), Japanese
insurers operate in 57 countries and regions. On the
one hand, due to the consolidation of the Japanese
non-life insurers, some of the overseas branch
offices, agents, etc. were withdrawn from their coun-
tries and regions. On the other hand, with the
increase in Japanese companies which have made

Insurance Association of Japan and the Foreign Non-
Life Insurance Association of Japan have been meet-
ing regularly since 1982 at the Japan-Foreign
Insurance Committee (JAFIC) meetings to exchange
views and opinions about various issues of common
interest. Moreover, in response to the rapidly chang-
ing environment in which the Japanese insurance
industry finds itself, the Executive Meeting was estab-
lished in June 1994 to enhance mutual understand-
ing and to promote further communication through
lively discussions between the top executives of the
two associations.

inroads into overseas markets and the deregulation
of the overseas market, some non-life insurers have
increased the number of their overseas subsidiaries.

The total direct premiums written by the afore-
said eight Japanese non-life insurers through their
overseas branch offices and agents amounted to
63.2 billion yen, an increase of 7.6% from the previ-
ous year. (Direct premiums written by their overseas
subsidiaries are not included in these figures.) This
increase was attributable to foreign exchange profits
from insurance premiums and the increase in premi-
um income from Europe from the previous year.

Direct Premiums Written Abroad by Japanese Non-Life Insurers

(million yen & %)

Fire 11,720 -18.9 13,211 12.7 13,883 5.1
Automobile 10,925 -30.6 11,502 53 12,573 9.3
Marine Hull 114 -35.6 101 -11.4 134 32.7
Marine Cargo 7,232 -14.4 8,142 12.6 5,665 -30.4
Others 21,030 -20.0 25,797 22.7 30,942 19.9
Total 51,023 -17.8 58,753 15.2 63,197 7.6
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The objectives of the overseas operations of insurers and reinsurers; to collect information on the

Japanese insurers are as follows: to provide Japanese local insurance market, etc. The total number of
clients in the overseas markets with insurance ser- Japanese insurers’ offices abroad is listed in the table
vices; to strengthen business relations with local below.

Conditions of Japanese Insurers’ Offices Abroad (as of April 1, each year)
(Subsidiaries / Branches / Agents)

Number of Japanese
Insurers conducting foreign| Number of Countries / Number of Japanese

Type of Office business through their Regions™*? Insurers’ Offices Abroad
Overseas Offices™

Year 2001 | Year 2002 | Year 2001 | Year 2002 | Year 2001 | Year 2002
29 25

Subsidiaries™**" (excl. their branches & agents) 13 i 12 i 17 i 113
Direct Insurance Subsidiaries with | | |

50% or more of Japanese Capital®™? 12 i 1 20 i 15 67 i 62
Bran_ch.es.of Direct Insurance 7 | 6 9 | 16 24 | 65
Subsidiaries ! ! !

Ager-\ts. of Direct Insurance 4 | 5 1 | 14 29 | 30
Subsidiaries | | |

Sub-total 12 11 28 27 120 157
Overseas Branches 5 i 7 i 5 8 i 6
Overseas Agents 10 18 17 62 53
Sub-total 0 22 | 21 70 59
Total 1“ 12 50 46 20 267

(Notes) 1. “Subsidiaries” means companies operating insurance and/or reinsurance business only, thus excluding asset investment, loss survey operations, etc.
The numbers are calculated excluding their branches and agents.
2. Figures include cases where Japanese insurers have gained substantial control of a subsidiary by such means as taking the position of directorship
without owning majority shares.
3. Figures represent the number of Japanese insurers conducting their foreign business by type of overseas offices, and include cases where a Japanese
insurer conducts its business through both its overseas subsidiaries and branches/agents of its home country head office in the same region.
4. Figures represent the number of countries or regions where Japanese insurers conduct their foreign business through their overseas offices.

(Liaison Offices)

Number of Japanese Number of
Insurers establishing their Number of Cities Number of Offices
Liaison Offices

Countries / Regions

2001 14 44 82 224
2002 12 45 81 194

V. International Business @



3

The outward reinsurance balance had been
unfavorable to the Japanese non-life insurance indus-
try as a whole for years until fiscal year 1991 when
the balance was reversed following a sharp increase
in claims received for losses caused by a series of
typhoons, including Typhoon No.19 (Mireille). In
1992, however, the balance became negative again
due to a sharp increase in reinsurance premium rates
by overseas reinsurers and has since remained unfa-
vorable.

The inward reinsurance balance has been unfa-
vorable to the Japanese non-life insurance industry as

Outward Reinsurance Balance

a whole for years. This is mainly attributable to pay-
ments for reinsurance claims from losses caused by
frequent catastrophes abroad. Furthermore, in fiscal
2001, this unfavorable balance was worsened by the
terrorist attack on September 11.

The reinsurance business results for the past five
years are shown in the tables below:

(Note) Since the figures for fiscal 1999, 2000 and 2001
in the tables below do not include reinsurance
commissions, a comparison with the figures from
previous years is not possible.

Inward Reinsurance Balance

(billion yen) (billion yen)
1997 250.8 130.3 -120.5 1997 190.3 201.5 -11.2
1998 238.0 172.6 -65.5 1998 181.4 200.8 -19.4
1999 227.4 189.1 -38.3 1999 170.9 138.4 32.5
2000 213.9 135.6 -78.3 2000 164.3 178.8 -14.5
2001 251.6 114.4 -137.2 2001 202.5 236.4 -33.9

(Note) Claims (received) include reinsurance commisions until fiscal 1998.

4

International comparisons of non-life insurance
premium volume are sometimes difficult because of
differences in insurance policies, fluctuations in for-
eign exchange rates, and differences in style of oper-
ations.

Nevertheless, a statistical publication “Sigma”
issued by the Swiss Reinsurance Company (Zurich)
gives us, in principle, a comprehensive comparison
on domestic gross direct premiums written by
domestic insurers and branches of foreign insurers in
each country. It is useful in understanding the devel-
opment and size of each non-life insurance market.

According to “Sigma”, in 2000 there were 88
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(Note) Claims (paid) include reinsurance commisions until fiscal 1998.

countries which each earned at least US$150 million
in total gross direct premiums from both life and
non-life insurance businesses. For non-life insurance,
the worldwide gross direct premiums total reached
US$922.4 billion (102,148.8 billion vyen:
US$1=110.74 yen). The U.S.A. had a 45.85% share
of the total non-life insurance premiums, followed by
Japan (11.11%), Germany (7.31%), the U.K.
(6.20%), and France (4.03%).

The ratio of gross direct premiums to Gross
Domestic Product (GDP) is shown in the following
table. Of countries not listed separately, Barbados
with 4.98% ranked 1st, the Bahamas ranked 3rd



(4.42%) and New Zealand ranked 4th (4.33%). yen. Japan ranked 8th with 89,500 yen. Of countries

Japan with 2.22% ranked 30th. not listed separately, Luxembourg totals 103,597 yen
Furthermore, reviewing non-life insurance pre- (3rd) and Iceland 95,834 yen (5th) are in the higher
miums per capita on a Japanese currency basis, rank.

Switzerland held the leading position with 173,928

International Comparison of Non-Life Insurance Premium Volume (2000)

U.S.A. 46,837,926 1 45.85 4.28 5 170,617 2
Japan 11,353,343 2 11.11 2.22 30 89,500 8
Germany 7,471,074 3 7.31 3.55 8 89,533 7
U.K. 6,336,321 4 6.20 3.07 13 80,918 10
France 4,113,770 5 4.03 2.81 18 67,961 15
Italy 2,921,653 6 2.86 2.39 24 49,445 23
Canada 2,583,564 7 2.53 3.28 1M 84,118 9
Spain 1,739,947 8 1.70 2.81 19 44,141 24
Netherlands 1,644,932 9 1.61 4.02 6 103,354 4
Korea 1,562,763 10 1.53 3.16 12 33,056 28
Australia 1,417,251 11 1.39 3.37 10 73,731 13
Switzerland 1,254,020 12 1.23 4.70 2 173,928 1
Brazil 1,153,025 13 1.13 1.75 46 6,943 53
Belgium 836,751 14 0.82 2.72 20 66,488 16
China 800,429 15 0.78 0.67 74 631 81
Taiwan 783,486 16 0.77 2.29 28 35,404 26
Austria 639,634 17 0.63 3.04 14 78,194 12
Mexico 543,733 18 0.53 0.85 70 5,581 54
Argentina 489,914 19 0.48 1.55 53 13,222 36
Sweden 484,377 20 0.47 1.93 36 54,573 18
Other Countries 7,180,878 — 7.03 — — — —
Total (Average) 102,148,791 — 100.00 — — 16,113 —

(Notes) 1. Figures quoted are from “Sigma/Swiss Re No.6/2001".
2. The exchange rate used (US$1=110.74 yen) is the average exchange rate for 2000.
3. Gross Direct Premiums include all premiums written by domestic and foreign companies within the country.
4. The figures for Japan include those of the “Zenkyoren”, the National Mutual Insurance Federation of Agricultural Cooperatives.

V. International Business



Major Developments

1 Daiichi Mutual Fire and Marine
ordered to suspend part of its
Business Operation (May 2000), and
its Insurance Contracts transferred
to Policyholders Protection
Corporation (April 2001)

On May 1, 2000, the Financial Services Agency
(FSA) ordered the Daiichi Mutual Fire and Marine
Insurance Company to suspend part of its business
operation. At the same time, the FSA requested the
Association, and two individuals, Mr. Yoshihiro
Masago, a certified public accountant, and Mr. Ryota
Yamagishi, a lawyer, to assume the role of insurance
administrators for the company. The FSA also
ordered the insurance administrators to draw up a
plan for the transference of the insurance contracts
concerned and set up a Research Committee to
ascertain the liability of the company management.

On April 1, 2001, the company, with the
approval of the FSA, transferred its insurance con-
tracts to the Non-life Insurance Policy-holders
Protection Corporation of Japan. In line with the
transference of the insurance contracts, policy terms
and conditions were changed with the aim of reduc-
ing liability reserve, altering assumed interest rates,
and applying the deduction of earlier cancellation.
Subsequently, the company dissolved and went into
liquidation.

2 Inspection Manual relating to

Insurance Companies published
(June 2000) and revised (April and
June 2001, and June 2002)

In June 2000, the Financial Services Agency
(FSA) published an inspection manual relating to
insurance companies and decided to apply it to
inspections to be carried out after July 2000. The
inspection manual was prepared and published in
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order to promote responsible self-management on
the part of insurance companies, establish transpar-
ent financial administration, and to further enhance
the FSA's inspection and supervisory functions.

In April 2001, in order to urge financial institu-
tions to establish effective internal and external
auditing systems on a self-responsibility principle,
parts of the inspection manual related to internal and
external auditing were revised. In June 2001, the
inspection manual was also revised on such matters
as emergency economic measures, introduction of a
market-value-based accounting system, and internet
transactions. It was decided that the revision would
apply to inspections to be carried out from July 2001
onward.

In June 2002, an inspection manual for small
financial institutions was published additionally in
order to secure proper inspections by understanding
their business situations better. Some revisions were
made to clarify the criteria for asset assessment and
to respond to the modification of the Banking Law.

3 Consumer Contract Law and Law on
Sales of Financial Products enforced
(April 2001)

The Consumer Contract Law and the Law on
Sales of Financial Products were approved by the Diet
in May 2000, and came into force on April 1, 2001.
The laws, designed to protect policyholders, are
aimed at solving the contractual problems between
consumers and business entities as well as problems
arising from sales of financial products.

Prior to the enforcement of these laws, the
Marine and Fire Insurance Association of Japan drew
up in December 2000 a reference paper to which
each member company referred to help establish a
system within the company to comply with the Law
on Sales of Financial Products.



a4 Ban on Over-the-Counter Sales of
Insurance Products by Banks partially
lifted (April 2001 and October 2002)

Following the partial revisions of the Insurance
Business Law, over-the-counter sales of insurance
products by banks started from April 2001. The revi-
sions were made after taking into account the results
of deliberations by the Financial System Council. The
provisos are as follows:

(1) Insurance products that can be sold by banks are
long-term fire insurance, long-term income
indemnity insurance, and credit life insurance
which are all associated with housing loans, and
overseas travelers' personal accident insurance.

(2) Credit life insurance to be sold by banks is limit-
ed to that of their subsidiary and affiliated life
insurance companies.

(3) Insurance sales resulting from the bank’s influ-
ence on its customers, such as tied-in-sales with
insurance and bank products, are prohibited.

On March 19, 2002, the Financial Services
Agency launched a plan to expand insurance sales by
banks and to strengthen measures to protect con-
sumers from any possible adverse impact. This policy,
as shown below, aims at improving convenience for
customers, promoting competition between respec-
tive sales channels and protecting policyholders.

(1) The following insurance products shall be added
to the products sold over-the-counter by banks:
- Personal pension insurance (fixed amount type
and variable amount type)
- Zaikei savings (i.e. asset formation) insurance
- Individual annuity and accident insurance
- Zaikei savings personal accident insurance

(2) Residential buildings-cum-stores shall be added
to the eligible insured property (residential build-
ings) for long-term fire insurance, long-term
income indemnity insurance and credit life insur-
ance which are all associated with housing loans
and are allowed to be sold by banks.

(3) Limitation of the range of insurance companies
to the bank’s subsidiary or affiliated life insur-
ance companies for which credit life insurance
can be sold by banks shall be abolished.

The above measures were implemented from
October 1, 2002.

5 A Law concerning Soliciting of
Compulsory Automobile Liability
Insurance for Small-sized
Motorcycles by Post Offices
enforced (April and October 2001)

In May 2000, a law concerning the soliciting of
Compulsory Automobile Liability Insurance for small-
sized motorcycles by post offices was promulgated
effective from April 2001. This enabled post offices
throughout the country to solicit Compulsory
Automobile Liability Insurance for motorcycles of 125
c.c. or less and motorbikes which are not subject to
vehicle inspection from October 1, 2001.

6 Liberalization of Non-Life Insurance
Agency System (April 2001)

The Non-Life Insurance Agency System, stipulat-
ed in the Administrative Guidelines of the Financial
Services Agency, had helped improve quality of non-
life insurance agents, policyholder protection, and
better services to policyholders, in line with the
objective of the report of the Insurance Council. This
had also contributed to the sound development of
the non-life insurance business. However, with the
liberalization of insurance products and of premium
rates, the method of setting the level of agency com-
missions in accordance with agency qualifications,
stipulated in the Guidelines, was reviewed and liber-
alized in April 2001.

7 Developments in Non-Life
Insurance Industry Consolidation

In April 2001, three new non-life insurance com-
panies were founded as a result of mergers. This was

VI. Major Developments



the first time since 1971 that domestic non-life insur-
ance companies were merged. With the accelerated
movement of mergers, consolidation and affiliation,
the non-life insurance industry has reached a peak in
reorganization.

Developments of merger and integration after
April 2001 are as follows:

<April 2001>

Dai-Tokyo F & M

|

Merger Aioi Insurance

Chiyoda F & M

KoaF& M

"

Merger NIPPONKOA Insurance

Nippon F & M

I!

<April 2002>

TaiyoF & M

Dowa F & M

=T

Merger Nissay Dowa General

Nissay General

|

<October 2001>

Merger [ Mitsui Sumitomo Insurance

Sumitomo M & F

"

<April 2002>

Tokio M & F Comsolidated—

under the wing
of the Holding
Company—1

Millea Insurance Group

Nichido F & M

Dai-ichi P & C

<April 2002>

<July 2002>

Yasuda F& M

Merger | Sompo Japan Insurance

<December 2002>

Taisei F& M
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8 Association participates in "Joint

Automobile Theft Prevention Project
Team"” (September 2001 and January
2002)

On July 10, 2001, the “Promotion Headquarters
Combating International Organized Crimes” was
established by the Cabinet with the Chief Cabinet
Secretary at its Head. The promotion aims at combat-
ing problems arising from the increase in several
kinds of crimes committed by international organized
crime and ensuring the security of the Japanese pub-
lic. This will be done in close cooperation with the
administrative agencies concerned.

Based on a decision by the above Headquarters,
a “Joint Automobile Theft Prevention Project Team”,
which comprises both government authorities and
the private sector, was established on September 18,
2001, in order to deliberate on comprehensive mea-
sures to prevent automobile thefts and exports of
stolen automobiles.

The Association has been working as the secre-
tariat of the Project Team together with the National
Police Agency. The Team published a 5-year “Action
Plan for the Prevention of Automobile Theft” which
aims at stopping the increase in the number of auto-
mobile thefts within one or two years and then
reversing the trend. The measures shown in the Plan
are divided into four main areas: prevention of auto-
mobile theft, the crackdown on automobile theft,
prevention of exports of stolen automobiles, and
help in recouping losses on stolen automobiles found
OVerseas.

In January 2002, the Association started an
“Automobile Theft Prevention Campaign” through-
out the country, in cooperation with government
authorities and other private organizations. To attract
public attention, Mr. Tatsuo Umemiya, a famous
actor and himself the victim of automobile theft, was
chosen to appear on the campaign posters and stick-
ers, to help spread campaign messages through the
mass media and poster, etc.



9 Revision of Disclosure Standards
(May 2001 and April 2002)

The non-life insurance industry has endeavored
to improve the availability of wide-ranging informa-
tion by regularly reviewing disclosure standards
applied by individual companies, so that it can ensure
the transparency of the non-life insurance business
and meet the increasing requests from consumers for
information.

In May 2001, the Association reviewed its disclo-
sure standards applied from the closing of account
for fiscal 2000, in response to the liberalization of the
Non-Life Insurance Agency System and the introduc-
tion of an accounting standard of financial products.
In addition, revisions were made in compliance with
the modification of the Enforcement Regulation
which changed the scope of working assets in a
Balance Sheet and required each company to disclose
a Statement of Cash Flows.

In April 2002, the following revisions were
made, and the new standards were applied from the
closing of account for fiscal 2001:

(1) With the amendment of the Enforcement
Regulation, the indicators of the special
accounts on assets and the items of liability
reserves (ordinary liability reserves, catastrophe
risk reserves, reserves for dividends to policy-
holders and reserves for refunds, etc.) by lines of
business as well as the items of numerator and
denominator of the solvency margin ratio shall
be added as statutory items to be disclosed.

(2) Following the study report by the 2nd
Subcommittee of the Sectional Committee on
the Financial System of the Financial System
Council, plain explanations for the major indica-
tors of the business condition shall be described
at the beginning of the disclosure materials.

(3) Yield ratio of investments and combined yield
ratio in current value, the soliciting policy and
the personal data protection policy shall be
added as voluntary items disclosed, and the
explanation on reinsurance shall be expanded.

10 Revision of Compulsory Automobile
Liability Insurance (April 2002)

The Association submitted its proposal on the
abolition of the government reinsurance scheme for
Compulsory Automobile Liability Insurance (CALI)
and the simplification of business procedure through
its Chairman’s presentation at the CALI Council on
February 17, 1999 and at the CALI Council Round
Table. At the 109th CALI Council on April 12, 2000,
the Association also requested the CALI Council to
discuss the whole CALI system, and the
Commissioner of the Financial Services Agency asked
the Council to discuss what the role of CALI system
should be in the future. At the 115th Council meet-
ing held on June 28, 2000, the Council concluded its
recommendations on the content of the review of
the CALI system, and submitted them to the
Commissioner on the same day.

The recommendations suggested a positive
direction on the abolition of the government reinsur-
ance scheme and the simplification of business pro-
cedure, as the non-life insurance industry had
requested, together with the direction of the review
of the whole CALI system.

Taking that direction into account, parties
including administrators, academia, representatives
of traffic accident organizations and the non-life
insurance industry discussed how to transform the
direction into laws and regulations. The Bill on Partial
Amendments of the Automobile Liability Security
Law and the Law on the Special Account of the
Compulsory Automobile Liability Reinsurance was
determined by the Cabinet on March 2, 2001. This
bill includes the abolition of the government reinsur-
ance scheme and non-life insurance companies’
obligation to provide accident victims and policyhold-
ers with claims procedure information. In the Diet,
deliberations were made on such issues as how vic-
tims will be treated after the abolition of the govern-
ment reinsurance scheme. The bill was approved by
the Lower House on June 7, and by the Upper House
on June 22, 2001. The new CALI system has been in
force since April 2002.

VI. Major Developments



11 Defined Contribution Pension System
launched (June and October 2001)

Defined Contribution Pension Plans are new
pension plans under which future benefits will be
determined on the yields made by investing contribu-
tions. This system was expected to be an attractive
alternative to the existing defined benefit pension
scheme used to supplement the public pension sys-
tem.

It took time for the Bill on Defined Contribution
Pension Plans to be approved, as it was originally
placed on the agenda for the ordinary session of the
Diet in 2000, but was postponed. However, the Bill
was passed on June 22, 2001 at the ordinary session
of the Diet and enforced on October 1, in the same
year.

Several non-life insurance companies participate
in the operation of the Plans and contribute to the
dissemination and development of the Plan system
by providing savings type personal accident insurance
specific to the Plans and by participating in the Plan
and/or Assets administration business.

12 Registration System of Contract
Terms of Personal Accident
Insurance launched (June 2001)

The non-life insurance industry launched a regis-
tration system of contract terms of personal accident
insurance, etc., in June 2001, in order to ensure
proper claims payments as well as to prevent the
occurrence of fraudulent claims resulting from dis-
honest contracts.

An outline of the system is as follows:

(1) When each non-life insurance company under-
takes insurance contracts covering death, per-
manent disability, and risks of hospitalization or
medical treatment without being hospitalized,
arising from bodily injury or sickness, the compa-
ny shall register the contract terms with the
Marine and Fire Insurance Association of Japan,
after obtaining policyholders consent. Examples
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of types of insurance contracts to be registered
are Ordinary Personal Accident Insurance, Family
Personal Accident Insurance, Traffic Personal
Accident Insurance and Student Comprehensive
Insurance.

S

Each non-life insurance company is allowed to
use information on contract terms registered
with the Association by other non-life insurance
companies as a reference to judge the continua-
tion of insurance contracts or claims payments.

13 Revision of the Rule of Procedures

to deal with Complaints and Other
Consultations about Non-Life
Insurance (June 2001)

With the advance of liberalization in non-life
insurance business, the Consumer Contract Law and
the Law on Sales of Financial Products have been
enforced since April 2001. The non-life insurance
industry is also strongly expected to properly respond
to the protection of policyholders. As requests for
consultation of complaints and mediation from poli-
cyholders are expected to grow in the future, the
Association has reviewed the rule of procedures to
deal with complaints and other consultations about
non-life insurance. This stipulates the rule for the
Non-Life Insurance Mediation Committee (estab-
lished in 1965). The review of the rule aims to
strengthen the neutrality and impartiality of the
Committee as well as to improve its mediation func-
tion.

14 Mutual Entry of Non-Life and Life
Insurance Companies into the Third
Sector (July 2001)

Concerning the entry of non-life and life insur-
ance companies into the third sector, which consists
of medical, cancer, and personal accident insurance,
necessary provisions were stipulated after the revision
of the Insurance Business Law in 1995. However, the
US government expressed its concern about the entry



of non-life and life insurance companies into the
third sector through subsidiaries at the Japan-US
Insurance Talks. As a result of the subsequent negoti-
ations between the Japanese and the US govern-
ments, both governments agreed in December 1996
that the entry of subsidiaries of non-life and life
insurance companies into the third sector should be
allowed from January 2001, on condition that dereg-
ulation would advance in the primary insurance sec-
tor.

After that, at the follow-up meetings of the
Japan-US Insurance Talks held in June 1998 and April
1999, the US government argued that the amount of
deregulation was insufficient. The Japanese govern-
ment contested this US argument, asserting that the
deregulation provided for in the agreement had been
fully implemented, and therefore, the restrictions on
entry into the third sector should be removed in
2001. In July 2000, it was officially confirmed during
a meeting between Mr. Masaharu Hino, the then
Commissioner of the Financial Services Agency and
the then Ambassador Charlene Barshefsky, the
United States Trade Representative, that the restric-
tions on the entry into the third sector should be
removed on January 1, 2001.

Accordingly, mutual entry into the third sector
through subsidiaries was implemented in January
2001, while the mutual entry of non-life and life
insurance companies into the third sector in their
own right was postponed for six months and imple-
mented in July 2001 as there needed to be a com-
mon set of rules to protect policyholders for non-life
and life insurance.

15 Terrorist Attacks on September 11
in U.S.A. (September 2001)

The terrorist attacks of September 11, 2001,
which included hijacked airplanes striking the World
Trade Center in New York, caused heavy losses from
the resultant collapse of the buildings. These losses
by terrorism far exceeded the probable maximum
loss that insurance companies had assumed.
Consequently, private insurers have excluded risk of

terrorism internationally, as they recognize that the
probability of reoccurrence and assumed losses
caused by terrorist acts cannot be measured. The
impact of this has influenced the reinsurance market,
and U.S. and European reinsurers have largely
reduced the capacity for terrorism risk coverage.

There are several countries that have a terrorism
risk pool (reinsurance scheme) with government
financial support, as a scheme which compensates
losses caused by terrorist acts. In addition, there are
moves after the September 11 to improve the exist-
ing terrorism risk pool and also to discuss the estab-
lishment of a new risk pool. In Japan, the Marine and
Fire Insurance Association of Japan has started a
study on the creation of a similar terrorism risk pool
system and has requested and persuaded the rele-
vant parties for its creation.

16 Association’s acquisition of the I1SO
14001 Certificate (September 2001)

The Association obtained the ISO 14001
Certificate for its headquarters and Tokyo branch
office on September 21, 2001.

Recent large-scale natural disasters are said to
have resulted partly from destruction of the global
environment. This fact seriously affects the non-life
insurance business itself. In this situation, the non-life
insurance industry has taken positive measures
against environmental problems including the devel-
opment of an action plan for the preservation of the
environment. This is only the industry in the financial
sector to have its own action plan. The acquisition of
the ISO Certificate by individual non-life insurance
companies has also been promoted.

The Association had carried out such activities as
saving natural resources and energy, and raising
awareness among its staff on the environment. As
these activities produced positive results, the
Association started its full activities for the improve-
ment of the environment by establishing the
Environment Improvement Committee within the
Association in January 2000. This aimed at obtaining
the ISO 14001 Certificate, which it subsequently
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achieved.

The assessment for the ISO 14001 Certificate
highly valued the Association’s management system
regarding effective business activities for the environ-
ment, such activities included holding symposia and
lectures, issuing publications, promoting NPOs' and
voluntary activities related to environmental issues,
and its promotion campaign for the use of repaired
and recycled automobile parts.

The Association is the first financial trade body
in Japan that has obtained the ISO 14001 Certificate.

17 Earthquake Insurance on Dwelling
Risks System reviewed (October
2001)

The premium rate of Earthquake Insurance on
Dwelling Risks for wooden residential buildings was
raised by 17% on average, and the premium dis-
count systems based on the efficiency of earthquake-
proofing was introduced in October 2001.

There are two systems for premium discount:
the discount based on the age of residential buildings
and the discount based on the grade of earthquake-
proofing of residential buildings. In cases where poli-
cyholders’ residential buildings meet either of the fol-
lowing conditions, premium discount will be applied
if policyholders submit a certain verification docu-
ment.

(1) Discount based on the age of residential buildings

10% for residential buildings constructed on
and after June 1, 1981.

—
N
N2

Discount based on the grade of earthquake-
proofing of residential buildings

10% to 30% if the residential building con-
cerned meets any of the grades set down in the
Building Standards Law or any grade in the
“Assessment Guideline for Earthquake-Proofing
Grade by Earthquake-Proofing Diagnosis” set by
the Ministry of Land, Infrastructure and
Transport.
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18 Taisei Fire & Marine Insurance Co.
filed for Reorganization Procedures
(November 2001 and June 2002)

On November 22, 2001, Taisei Fire and Marine
Insurance Company Ltd. (hereafter, Taisei Fire &
Marine) filed with the Tokyo District Court for the
commencement of reorganization procedures, and
the Court agreed to the commencement of proce-
dures on November 30, 2001. In addition, the com-
pany concluded the sponsorship agreement with the
Yasuda Fire and Marine Insurance Company Ltd. and
the Nissan Fire and Marine Insurance Company Ltd.
on November 30, 2001. It then applied to the Non-
life Insurance Policy-holders Protection Corporation
of Japan for financial aid to settle claims payments
for the contracts to be secured by the Corporation.

After launching its reorganization procedures,
Taisei Fire & Marine submitted its reorganization plan
to the Tokyo District Court on June 28, 2002. The
plan was drawn up based on the following three
basic policies:

(1) To prevent the aggravation of the company’s
assets and draw up the reorganization plan
promptly.

(2) To protect those who have rights for direct
insurance contracts to be secured under the
Policyholders Protection Corporation scheme.

(3) To separate insurance liabilities from the reinsur-
ance business (to separate the company into a
reorganized direct insurance company and a
reinsurance company)

The schedule of the reorganization procedures

was as follows:

- Meeting for relevant persons held on August
30, 2002.

- Separation of the company into a reorganized
direct insurance company and a reinsurance
company on October 1, 2002.

- The reorganized direct insurance company
merged with the sponsor company on
December 1, 2002.



19 Association's Ethical Standard for
Advertising drawn up (April 2002)

With deregulation and liberalization advancing,
insurance products and related services have
increased individuality and been more diversified.
This requires non-life insurance companies to provide
society with a broad range of information that helps
consumers select insurance products and services.

The Association has drawn up the “Ethical
Standard for Advertising” as a self-imposed guideline
for the advertising activities of its member compa-
nies. This is as an integral part of the Association’s
business to ensure the soundness and establish the
trust of the non-life insurance business.

This Ethical Standard aims to respond to the
trust of consumers and society, and shows certain
universal basic principles and practical guidelines, as
the member companies can freely advertise based on
their own responsibility.

Non-life insurance companies are, of course,
required to carry out their advertising activities prop-
erly with reference to relevant laws including the
“Insurance Business Law”, the “Consumer Contract
Law”, the “Law on Sales of Financial Products” and
the “Law on Prevention of Unfair Free Gifts and False
Indications”. In addition to this, the Association will
make every effort to ensure even more appropriate
advertising activities by its member companies, and
also to ensure the soundness and establish the trust
of the non-life insurance business based on this stan-
dard.

20 Planning Kit for Classrooms,
“Virtual Life Game” given
Excellency Award (May 2002)

The Consumer Education Support Center, Inc.
set up the “Commendation for Consumer Education
Materials”, which gives awards for excellent materi-
als for the use of consumer education in schools by
selecting materials made by corporations and indus-

try organizations to raise public awareness.

At the 3rd “Commendation for Consumer
Education Materials”, 54 materials from 36 corpora-
tions and industry organizations applied for the com-
mendation. A planning kit for classrooms at junior
high schools or high schools, the “Virtual Life Game”
developed by the Association was given the
Excellency Award in the section for experiment and
practice.

This planning kit is a card game, where players
compete in maintaining home economy and life for
two years while experiencing various accidents and
disasters that may happen in daily life. This aims to
provide junior high school students or high school
students with opportunities to learn family financing
and self-responsibility by enjoying virtual life through
the game.

21 Non-Life Insurance Rating
Organization of Japan established
(July 2002)

The Non-Life Insurance Rating Organization of
Japan has been created and started its operation,
after the merger between the Property and Casualty
Insurance Rating Organization of Japan (PCIRO) and
the Automobile Insurance Rating Organization of
Japan (AIRO). The merger of both organizations aims
to respond promptly and flexibly to the rapid
changes by providing their member companies with
unified and comprehensive services covering all non-
life insurance. The new organization also aims to
improve its services and productivity through the syn-
ergistic effect of the merger.

The new organization calculates reference loss
cost rates (advisory pure risk premium rates) for fire,
personal accident, nursing care payments and volun-
tary automobile insurance, and standard full rates
(advisory premium rates) for Compulsory Automobile
Liability Insurance (CALI) and Earthquake Insurance
on Dwelling Risks. It also investigates CALI claims,
and conducts surveys and analysis on various risks.

VI. Major Developments
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Insurance Supervision

1

The Financial Services Agency (FSA) is responsi-
ble for all aspects of financial administration, includ-
ing the policy planning and coordination of financial
systems, international affairs, supervision and inspec-
tion of such financial institutions as banks, securities
companies, and insurance companies, and surveil-
lance and investigation of securities and exchanges.

The FSA was established on July 1, 2000, with
the integration of the Financial Supervisory Agency
and the Financial System Planning Bureau of the
Ministry of Finance. This was conducted as an inte-
gral part of the total revision of the financial adminis-
trative structure, which in the past had been the
responsibility of the Ministry of Finance.

The first step towards integration was the cre-
ation of the Financial Supervisory Agency in June
1998, which was an extra-ministerial organ of the
Prime Minister’s Office. This agency took over the
inspection and supervisory functions of the Ministry
of Finance. However, such functions as policy plan-
ning, research and study relating to the overall finan-
cial system, and the introduction and repeal of laws
and regulations related to financial systems were
maintained in the Financial System Planning Bureau
of the Ministry of Finance. Following the establish-
ment of the Financial Reconstruction Commission
(Note), the Financial Supervisory Agency came under
the wing of the Commission in December 1998.

(Note) The Financial Reconstruction Commission was

established in December 1998 to facilitate the lig-
uidation process of bankrupt financial institutions,
to plan and research bankruptcy procedures, and

to grant and revoke the licenses of financial insti-
tutions, etc.

The second step was implemented by the reor-
ganization of the Financial Supervisory Agency, and
the FSA came into existence on July 1,2000, integrat-
ing the functions of the two organizations.

On January 6, 2001, when the realignment of
the central ministries as a whole came into effect, the
Financial Reconstruction Commission was abolished.
In line with this, the FSA became an extra-ministerial
organ of the Cabinet Office (renamed from the Prime
Minister’s), and took over such functions as adminis-
tering the liquidation process of bankrupt financial
institutions, etc. assumed by the Financial
Reconstruction Commission. The Ministry of Finance
maintains such functions as the administration of the
reinsurance scheme shared by the government and
the private insurers of earthquake insurance on
dwelling risks, policy planning, research and study
relating to the management of financial crises, and
supervision of the Deposit Insurance Corporation,
etc.

A Special Minister responsible for the activities of
the FSA is appointed by the Prime Minister. The top
management of the FSA is the Commissioner who is
the head of the secretariat. The FSA is composed of
four departments (i.e. the Planning and Coordination
Bureau, the Supervisory Bureau, the Inspection
Bureau, and the Securities & Exchange Surveillance
Commission), subdivided into different divisions. The
Insurance Business Division of the Supervisory Bureau
is responsible for the supervision of life and non-life
insurance companies, including foreign insurers,
insurance holding companies, the Policyholders
Protection Corporations, non-life insurance agents,
life insurance solicitors, insurance brokers, and non-
life insurance rating organizations. The Examination
Office within the Insurance Business Division is
responsible for the examination of the statement of
life and non-life insurance business including the
method of operations, general policy conditions, the
basis of working out premiums and underwriting
reserves. The FSA also functions as the secretariat of
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the advisory organs to the Commissioner, such as the
Financial System Council and the Compulsory

2

The Financial Services Agency (FSA) also calls for
advisory councils to the Commissioner, such as
the Financial System Council, the Compulsory
Automobile Liability Insurance (CALI) Council, and
the Business Accounting Council.

These Councils shall, at the request of the
Commissioner of the FSA, etc., discuss possible ways
and means to improve the financial and accounting
system, including the business affairs, administration,
and future direction of the financial system and mat-
ters related to CALI business. The members of each
council are drawn from academic circles, the mass
media, consumer groups, etc.

The Financial System Council was established in
June 1998 by combining three former councils (the
Financial System Research Council, the Insurance
Council, and the Securities & Exchange Council).
Though the Financial System Council was set up
under the Ministry of Finance, it has been placed
under the FSA since the latter’s creation on July 1,
2000. The Financial System Council is currently com-
posed of 22 members. Furthermore, because of the
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Automobile Liability Insurance Council.

realignment of the central ministries effected from
January 2001, the former council for interest rate
adjustment has become the lower branch of the
Financial System Council, and under the Council, 4
sectional committees and one study group have been
set up, including the sectional committee on the
financial system, the committee on interest rate
adjustment, the committee on Compulsory
Automobile Liability Insurance (CALI) system and the
committee on the certified public accountants sys-
tem.

The CALI Council was established under the
Automobile Liability Security Law introduced in 1955,
and is currently composed of 18 members. It has met
regularly since its creation, and at its 115th session
held in June 2000, it submitted a report to the
Commissioner of the FSA concerning the new direc-
tion of the CALI system as a whole. This report took
a forward-looking position on the abolition of the
CALIl government reinsurance scheme and the
streamlining of CALI administrative procedures.
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Insurance-related Laws

The purpose of insurance law is to protect policyholders’ interests by ensuring the sound management

of insurance companies and to promote the sound development of the insurance business. Currently, this

is achieved through the following four laws which are considered to be the pillars of the insurance system:

1. Insurance Business Law (effective 1996).

2. Law concerning Non-Life Insurance Rating Organizations (1948).

3. Automobile Liability Security Law (1955).

4. Law concerning Earthquake Insurance (1966).

1

1 | Objective (Article 1)

The objective of this Law, which gives due con-
sideration to the public responsibilities of the insur-
ance business, is to protect policyholder’s interests by
ensuring the sound management of insurance com-
panies and the fairness of insurance soliciting activi-
ties, thereby contributing to the stability of people’s
lives and the sound development of the national
economy.

2 Definition (Article 2 to 2-2)

In order to make insurance-related terminology
more precise, such words as insurance business,
insurance company, foreign insurer, subsidiary, insur-
ance holding company, life insurance solicitor, non-
life insurance agent, and insurance broker are
defined individually.

3 License (Article 3)

a. No person can carry on insurance business with-
out obtaining a license from the Prime Minister.

b. There are two types of license available, one for
life insurance business and the other for non-life
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insurance business.

c. No person can hold licenses for both life and
non-life insurance business concurrently.

d. The license for life insurance business is granted
for either underwriting insurance listed in 1)
below or underwriting insurance listed in 2) and /
or 3) in conjunction with 1).

1) Insurance providing a certain fixed amount of
benefits concerning the survival or death of
individuals

2) Insurance relating to personal accident, sick-
ness, and nursing care fields

3) Reinsurance related to the above 1) and / or 2)

e. The license for non-life insurance business is
granted for either underwriting insurance listed
in 1) below or underwriting insurance listed in
2) and / or 3) in conjunction with 1).

1) Insurance covering loss or damage caused by
a specified type of accident, which includes
surety bonds

2) Insurance relating to personal accident, sick-
ness, and nursing care fields

3) Insurance related to death occurring during
the course of overseas travel and death direct-
ly caused by sickness during the course of
overseas travel

(Note) Reinsurance, conducted by non-life insurance
companies, is an intrinsic part of their insurance
business.



a4 Application Procedures for a License
(Article 4)

Any person wishing to obtain a license must
submit to the Prime Minister an application together
with the so-called “Fundamental Documents”. These
consist of 1) the articles of incorporation, 2) a state-
ment showing the method of operations, 3) general
policy conditions, and 4) a statement showing the
basis of working out premiums and underwriting

reserves.

(Note) Under this Law, the Prime Minister delegates
authority to the Commissioner of the Financial
Services Agency, except for the granting or revo-
cation of licenses to insurance companies, etc.

5 Examination Criteria for a License
(Article 5)

The Prime Minister must examine whether the
applicants for a license meet the following criteria:

a. The applicant possesses sufficient assets to carry
on insurance business soundly and effectively,
and the prospects of revenues and expenditures
concerning the applicant’s insurance business
are satisfactory.

b. The applicant, in the light of its human resources
and other circumstances, possesses sufficient
knowledge and experience to conduct insurance
business appropriately, fairly, and effectively,
and holds adequate social credibility.

c. The contents of the statement showing the
method of operations, general policy conditions,
and the statement showing the basis of working
out premiums and underwriting reserves satisfy
certain specified criteria.

6 Amount of Capital or Foundation
Fund (Article 6)

An insurance company must be a stock or mutu-
al company with a capital or foundation fund of not

less than one billion yen, as stipulated in the
Enforcement Ordinance.

7 Limitations on Engagement of
Directors (Article 8)

No director or auditor of an insurance company
may concurrently engage as a director or auditor,
etc., of a bank, other financial institution, or a securi-
ties company which has a special relationship with
the insurance company.

Unless approved by the Prime Minister, the
director of an insurance company must not engage
in the business activities of any other company.

8 A Stock or Mutual Company carrying
on Insurance Business (Article 9 to 96)

a. The provisions of the Commercial Code apply
mutatis mutandis to stock or mutual insurance
companies. Special exceptions, however, are
stipulated concerning the earned surplus
reserves, registration of the incorporation, etc.
of a stock company.

b. Minority members of a mutual company are
guaranteed certain rights. For example, mem-
bers representing not less than 1/ 1,000 of the
total members or 1,000 or more of the members
who have held continuous membership for at
least the preceding six months can request that
certain matters be placed on the agenda at a
general meeting of members.

c. A mutual company is able to issue corporate
bonds subject to a resolution by its board of
directors.

d. A stock company can be converted into a mutu-
al company, and vice versa. Regarding a mutual
company, in order to facilitate its conversion into
a stock company, the mutual company may
decide the issuance of shares at the same time
as or immediately after the conversion.

Il. Insurance-related Laws



9 Insurance Business
(Article 97 to 105)

An insurance company is able to underwrite
risks according to the type of license it obtains.

An insurance company must invest insurance
premiums or any other assets in the manner
stipulated in the Enforcement Regulation issued
by the Cabinet Office.

An insurance company can carry on the follow-
ing other business ancillary to its licensed insur-
ance business: 1) agency business connected
with the insurance operations of another insur-
ance company, 2) giving of guarantees for
debts, 3) dealing in government bonds, etc. or
handling of their rotation, 4) acquisition or
transfer of monetary obligations, and 5) han-
dling of private placement of securities, etc.

In addition to the business mentioned above, an
insurance company can deal in business relating
to specific securities or transactions provided in
each item of Paragraph 2 of Article 65 of the
Securities and Exchange Law to the extent that
performance of its licensed insurance business is
not adversely affected.

An insurance company cannot conduct any busi-
ness other than those mentioned above and
such business as allowed under other laws.

An insurance company must take measures to
ensure sound and appropriate business opera-
tions, including the full explanation of key points
related to its business activities to customers.

An insurance company is prohibited from con-
ducting transactions under terms and conditions
which are significantly different from those of
ordinary transactions with any party which has a
special relationship with the holding company,
its subsidiaries, and the customers thereof.

. The scope of exemption from the Anti-
Monopoly Law is limited to concerted activities
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in the following four kinds of business, 1) avia-
tion insurance, 2) atomic energy insurance, 3)
Compulsory Automobile Liability Insurance
(CALI), and 4) earthquake insurance on dwelling
risks, and to concerted activities related to rein-
surance pools on any kinds of insurance, such as
making of policy conditions (excluding premium
rates), determination of loss adjustment, fixing
of the volume of reinsurance transactions, and
setting of reinsurance premium rates and
commissions. Concerted activities cannot be
approved by the Prime Minister without the con-
sent of the Fair Trade Commission.

10| subsidiaries (Article 106 to 107)

a. The types of subsidiaries in which an insurance

company can hold more than 50% of the stock
are as follows; 1) Life and non-life insurance
companies, 2) Banks, 3) Securities companies, 4)
Foreign institutions operating insurance, bank-
ing, securities business, etc., 5) Companies pro-
viding incidental and ancillary business to the
parent insurance company (e.g. systems devel-
opment, human resources), 6) Companies con-
ducting finance related business (e.g. investment
trusts, investment management), and 7)
Downstream holding companies, whose sub-
sidiary business activities are the same as those
of insurance company subsidiaries.

. When an insurance company wishes to hold

subsidiaries mentioned in the above, it must
obtain prior approval from the Prime Minister.

If an insurance company and / or its subsidiaries
wishes to hold the stock of a domestic commer-
cial company (e.g. a real estate company, manu-
facturing company, etc.), the aggregate amount
of stocks held by the insurance company and its
subsidiaries shall not exceed 10% of the stock of
the commercial company.



1

Accounting (Article 109 to 122-2)

a.

The business year for an insurance company
commences on April 1 and ends on March 31 of
the following year.

An insurance company must, for each fiscal
year, draw up a business report describing the
state of its operations and assets, and submit it
to the Prime Minister. Moreover, an insurance
company is, for each fiscal year, required to
draw up an explanatory document describing
the state of its operations and assets, and pro-
vide its head office, principal offices, and branch
offices with this document so that it can be
open to public inspection.

An insurance company must, for each fiscal
year, set aside liability reserves to meet future
obligations arising from insurance contracts. In
addition, an insurance company is required to
establish, for each fiscal year, outstanding loss
reserves equal to the sum of outstanding claims,
premiums returnable, and other benefits payable
for events which have already occurred. An
insurance company is also required to set aside
price fluctuation reserves to meet losses arising
from the price fluctuations of stocks, etc.

The chief actuary appointed by an insurance
company, at the closing of the account, must
confirm whether underwriting reserves for the
specific insurance contracts have been accumu-
lated through sound actuarial methods, whether
the payment of policyholders’ dividends or the
distribution of surpluses has been made fairly
and equitably, etc., and submit his / her opinion
papers stating the result of the examination to
the board of directors. After that, he / she must
submit, without delay, copies of the same opin-
ion papers to the Prime Minister.

12

Supervision (Article 123 to 134)

a.

In the case that an insurance company wishes to
make an alteration in the particulars stated in 1)
the statement showing the method of opera-
tions, 2) general policy conditions, and 3) the
statement showing the basis of working out pre-
miums and underwriting reserves (excluding the
particulars stipulated in the Enforcement
Regulation issued by the Cabinet Office, which
are considered to be less detrimental to policy-
holders’ interests), it must obtain approval there-
of from the Prime Minister.

In the case that an insurance company wishes to
make an alteration in the particulars stipulated
in the Regulation mentioned in a. above, it must
notify the Prime Minister. Alterations notified
shall be effective, in principle, after a 90-day
examination by the Prime Minister.

When the Prime Minister considers it necessary
to ensure the sound and proper operations of an
insurance company and to protect policyholders,
etc., the Prime Minister may require the insur-
ance company to submit a report concerning its
business or assets. The Prime Minister may also
require any subsidiary of the insurance company
to submit a report thereon when the Prime
Minister considers that there is a particular
necessity.

When the Prime Minister considers it necessary
to ensure the sound and proper operations of an
insurance company and to protect policyholders,
etc., the Prime Minister may order government
staff to conduct an on-the-spot inspection.

In order to judge the management soundness of
an insurance company, the Prime Minister may
establish an index, the so-called “solvency mar-
gin standard”, by which the Prime Minister
judges the insurance company’s ability to fulfill
claims payments.
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The Prime Minister may require an insurance
company to submit a business improvement
plan or order an insurance company to suspend
all or part of its business, when the Prime
Minister considers appropriate measures neces-
sary, after examining the state of its assets and
indices to determine the soundness of the com-
pany’'s management.

13

Portfolio Transfer, Dissolution, and
Liquidation, etc. (Article 135 to 184)

a.

An insurance company is able to transfer its
insurance portfolio to another insurance compa-
ny under agreement with the company con-
cerned and with the approval of the Prime
Minister.

Necessary provisions are instituted with regard
to the portfolio transfer, such as a resolution of
the transfer, its public notice and the raising of
objections to it, and then the public announce-
ment of the transfer and its notification to the
policyholders.

Necessary provisions are also instituted with
regard to the dissolving, liquidation, etc. of an
insurance company.

14

Foreign Insurers (Article 185 to 240)

a.

A foreign insurer is not allowed to carry on
insurance business unless it establishes its
branch office, etc. in Japan and obtains a license
from the Prime Minister. Concerning the licens-
ing of foreign insurers, the same provisions as
applied to domestic insurers are instituted.

A foreign insurer having no branch office, etc. in
Japan is prohibited from concluding any insur-
ance contract (excluding those stipulated in the
Enforcement Ordinance and Regulation) on per-
sons residing or property located in Japan, etc.
except for insurance contracts approved by the
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Prime Minister.

A foreign insurer must deposit the cash and / or
in the
Enforcement Ordinance as a necessary and

securities which are stipulated

proper amount to protect policyholders in Japan.

A foreign insurer must hold in Japan i) assets
equivalent to the total of the amount calculated
on its underwriting reserves and outstanding
loss reserves in Japan in accordance with the
Enforcement Regulation issued by the Cabinet
Office, ii) the stipulated amount of deposit, and
i) the amount stipulated in the Regulation as an
equivalent to its equity capital.

An unlicensed foreign insurer wishing to estab-
lish a representative or liaison office in Japan for
the purpose of collecting or providing informa-
tion on insurance business, etc. must notify the
Prime Minister thereof in advance.

Special provisions to allow a specific corporation
(the “Society of Lloyd’'s”) to obtain a license
from the Prime Minister for its underwriting
members to conduct insurance business in Japan
are instituted.

15

Special Measures to Protect Policy-
holders (Article 241 to 271-2-4)

a.

b.

When, in view of the conditions of business or
assets of an insurance company, the Prime
Minister considers that it is difficult for the com-
pany to continue its business, or that the contin-
uation of its business is detrimental to policy-
holders, the Prime Minister can order the com-
pany to discuss the transfer of its portfolio or to
take any other necessary measures. The Prime
Minister can also order one or more insurance
administrator(s) to take over the administration
of the company’s business and assets.

When an insurance company judges that the
continuation of its business operations will be
difficult in light of the conditions of business



operations and assets, the insurance company
has to report immediately to the Prime Minister.

An insurance administrator can require the man-
agement and staff or those who used be the
management or staff of an insurance company
under administration to report the condition of
business and assets of the company or examine
its account books, documents, and other materi-
als. The insurance administrator must take nec-
essary civil and criminal measures to ascertain
the role of the management in the failure of
such an insurance company.

When the Prime Minister considers it necessary
to maintain the contracts of a failed insurance
company in order to protect policyholders, the
Prime Minister may order an insurance adminis-
trator to draw up a plan to administer the busi-
ness and assets of the failed company including
the policy for the reorganization and rationaliza-
tion of the business operation or the measures
to merge the company with other insurance
companies.

The terms and conditions of the insurance con-
tracts of an insurance company under adminis-
tration may be altered not only in the case of
transference of insurance contracts and amal-
gamation with another insurance company, but
also when a reliever insurance company, etc.,
acquires the shares of the insurance company
under administration.

The Prime Minister may designate an insurance
company as the recipient of the portfolio or the
partner of the merger and recommend that a
company participate in discussions on the trans-
fer of the portfolio or the merger with the failed
insurance company. If no agreement is reached
after such discussions, the Prime Minister can
conduct the necessary mediation after hearing
both parties’ opinions in advance.

In order to ensure the protection of policyhold-
ers, a Policyholders Protection Corporation

(hereinafter called the “Corporation”) should be
created to give financial aid to a reliever insur-
ance company in the event of an insurance com-
pany going bankrupt. The Corporation should
also undertake the insurance contracts of a
bankrupt insurance company, or establish a sub-
sidiary (“bridging-insurance company”) funded
by the Corporation to take over the insurance
contracts of a bankrupt insurance company,
when a reliever insurance company does not

appear.

h. Separate Corporations should be established for
the life and the non-life insurance business, and
they must obtain authorization for their estab-
lishment from the Prime Minister and the
Minister of Finance. The participation of insur-
ance companies in the Corporation, excluding
reinsurers, etc., should be compulsory.

i.  Necessary provisions are also stipulated with
regard to the administration of, the contribu-
tions of members to, and the supervision of the
Corporation.

16 Shareholders (Article 271-3 to 271-
17,271-32 and 271-33)

a. Any person or company who obtained more
than 5% of the total shares of an insurance
company or an insurance holding company (a
“Large-Quantity Shareholder related to an insur-
ance company”), is required to notify the Prime
Minister within a certain period of doing so.

b. Any person or company wishing to obtain more
than, in principle, 20 % of the total shares of an
insurance company or an insurance holding
company or wishing to establish a company or
an insurance company which holds more than,
in principle, 20 % of the total shares of an insur-
ance company or an insurance holding company
(@ "Major Shareholder related to an insurance
company”), is required to obtain approval there-
of from the Prime Minister in advance.
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In order to ensure the sound operation of an
insurance company, the Prime Minister may take
necessary measures such as requiring the sub-
mission of a business improvement plan for the
insurance company from the Major Shareholders
who hold more than 50% of the company’s
shares.

Insurance Holding Companies
17 g p

(Article 271-18 to 271-33)

a.

Any insurance company wishing to become an
insurance holding company or wishing to estab-
lish an insurance holding company is required to
obtain approval thereof from the Prime Minister
in advance.

An insurance holding company must obtain the
permission of the Prime Minister in advance
when it wishes to hold such types of subsidiaries
as 1) a life insurance company, 2) a non-life
insurance company, 3) a bank, 4) a securities
company, 5) a foreign company operating insur-
ance, banking, or securities business, or 6) a
company providing incidental or ancillary busi-
ness to the insurance holding company or its
subsidiaries.

An insurance holding company must, for each
fiscal year, prepare a consolidated business
report stating the conditions of business and
assets of itself and all its subsidiaries, and submit
the report to the Prime Minister.

Necessary provisions are also stipulated with
regard to the submission of materials, on-the-spot
inspections, submission of business improve-
ment plans, and revocations of approval.

18 Insurance Distribution (Article 275

to 308)

a.

No person, other than officers or employees of a
non-life insurance company, registered life insur-
ance solicitors or non-life insurance agents, and
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registered insurance brokers, is allowed to
engage in insurance distribution.

Financial institutions, such as banks, etc., may
engage in insurance distribution, on condition
that they are registered with the Prime Minister.
However, the range of insurance products dis-
tributed by financial institutions shall be limited
to certain types where no problem arises in pro-
tecting the interests of policyholders.

Life insurance solicitors and non-life insurance
agents must be registered with the Prime
Minister.

No life insurance company is allowed to commis-
sion a life insurance solicitor of any other life
insurance company to engage in insurance dis-
tribution on its behalf. Neither can a life insur-
ance solicitor engage in insurance distribution
on behalf of a life insurance company other than
the one he/she represents. These provisions,
however, do not apply to the cases stipulated in
the Enforcement Ordinance as those where no
problem arises in protecting the interests of poli-
cyholders.

Insurance companies are liable for losses caused
to policyholders by their life insurance solicitors
or non-life insurance agents in relation to their
distribution.

An insurance broker must be registered with the
Prime Minister and make a cash deposit. The
minimum cash deposit required is 40 million yen
and the maximum 800 million yen depending on
the total amount of brokerage fees, etc.
However, in cases where the Prime Minister has
approved an insurance broker taking out a pro-
fessional liability insurance policy, the insurance
broker can have the cash deposit exceeding 40
million yen reduced, depending on the insured
amount of the liability insurance policy.

Life insurance solicitors, non-life insurance
agents, insurance brokers, etc. are prohibited
from conducting such specified acts as making



misrepresentations to the policyholders, causing
them to apply for a new insurance contract by
way of unjust termination of an existing insur-
ance contract in force, offering them discount or
rebate of premiums or any other special benefit,
etc.

2

With the objective of creating a rating organiza-
tion system, the Law concerning Non-Life Insurance
Rating Organizations was introduced in Japan
in 1948. In line with this Law, the Property and
Casualty Insurance Rating Organization of Japan
(PCIRO) was established in November of that year,
followed in 1964 by the Automobile Insurance Rating
Organization of Japan (AIRO). Then PCIRO and AIRO
merged, and the Non-Life Insurance Rating
Organization of Japan, which has taken over the
legal structure of AIRO, was established in July 1,
2002.

The outline of the current Law concerning Non-
Life Insurance Rating Organizations is as follows:

1 | Objective

The objective of this Law is to promote the
sound development of the non-life insurance busi-
ness and to protect policyholders’ interests by ensur-
ing the appropriate business operations of non-life
insurance rating organizations when calculating “ref-
erence pure risk premium rates” and “standard pre-
mium rates” to be used by members as the basis of
the calculation of their non-life insurance premium
rates.

19| Miscellaneous (Article 309 to 338)

An applicant for an insurance contract may use
the cancellation option (“cooling-off”) clause to
withdraw or cancel the application by giving written
notice, except in certain cases (e.g. where the insur-
ance period is less than one year.).(Article309)

2 Establishment of Rating
Organizations

a. Two or more non-life insurance companies may,
upon obtaining the approval of the Prime
Minister, establish a non-life insurance rating
organization.

b. The kind of insurance for reference risk premium
rates which can be calculated by the rating orga-
nizations shall be stipulated in the Enforcement
Regulation issued by the Prime Minister, i.e. fire,
personal accident, nursing care, voluntary auto-
mobile insurance, etc.

c. The kind of insurance for standard premium
rates which can be calculated by the rating orga-
nizations shall be Compulsory Automobile
Liability Insurance and earthquake insurance on
dwelling risks.

d. The rating organizations must notify the Cabinet
Office within two weeks of any insurance com-
pany either joining or withdrawing from the rat-
ing organizations.

3 Business Operations

a. Rating organizations shall conduct the following
business operations:

1) To calculate “reference risk premium rates”
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which shall be provided for the members.

2) To calculate “standard premium rates” which
shall be provided for the members.

3) To collect information and to conduct research
and study pertaining to the calculation of pre-
mium rates, and to provide members with
their results.

4) To disseminate knowledge concerning insur-
ance premium rates and to promote the
awareness and understanding of the public.

5) To conduct incidental or ancillary activities
related to the above business.

b. The provisions of the Anti-Monopoly Law do not
apply, in principle, to the activities designated in
this Law.

4 Reference Risk Premium Rates and
Standard Premium Rates

a. Reference risk premium rates and standard pre-
mium rates to be calculated by the rating orga-
nizations should be reasonable, adequate, and
not unfairly discriminatory.

b. Once reference risk premium rates and standard
premium rates have been calculated by rating
organizations, they are required to notify the
Prime Minister. Notification is also required
when notified rates are altered.

¢. The Prime Minister should examine the reference

3

The Automobile Liability Security Law was enact-
ed on December 1, 1955 to provide financial security
to traffic accident victims. Under this Law, a
Compulsory Automobile Liability Insurance (CALI)
policy was initially marketed in February 1956. This
policy only covers liability for bodily injury for traffic
accident victims and not liability for property dam-
age. As provided in the Law, no one is allowed to
drive an automobile without owning a CALI policy.

Part Il General Information

risk premium rates and then notify the rating
organizations of his/her judgement within 30
days. As for standard premium rates, the Prime
Minister should notify the Fair Trade
Commission of the receipt of these premium
rates, and examine them. Should the members
of the rating organizations or interested persons
have a complaint concerning these standard pre-
mium rates, objections may be raised within a
certain period.

5 | Supervision

a. When the Prime Minister considers it necessary
to ensure the appropriate operations of the rat-
ing organization, the Prime Minister may require
the rating organization to report on their busi-
ness and financial conditions, and order autho-
rized staff members to conduct an on-the-spot
inspection.

b. Should a rating organization contravene this
Law, its Enforcement Ordinances and
Regulations, or commit any activities detrimental
to the public interest, the Prime Minister may
order the rating organizations to dismiss its
director and auditor, suspend its business activi-
ties, or the Prime Minister may withdraw the
approval of its incorporation.

Violation of the obligation to take out a CALI policy
may result in a prison sentence of up to one year, or
in a fine of up to 500,000 yen (Law, Article 86-3).
Small-sized motorcycles of 125 c.c. or less in dis-
placement were not initially within the scope of the
Automobile Liability Security Law, but in 1966 they
became subject to CALI under the Law by being clas-
sified as “automobiles”.



1 Tort Liability for Automobile
Accidents

Until the Automobile Liability Security Law was
enacted in 1955, tort liability procedures for automo-
bile accidents had been based mainly on the Civil
Code (Article 709), under which a victim could only
claim damages after he / she had succeeded in prov-
ing that the other party was at fault. This is, so to
speak, the legal concept of “responsibility for negli-
gence”. However, it was not easy, indeed often
impossible, in many cases for the victim to find the
necessary proof.

By substituting something akin to the legal con-
cept of “no-fault liability” for that of “responsibility
for negligence”, the Automobile Liability Security
Law sought to strengthen victims' rights. Under this
rule, damages can be claimed if the victims or their
heirs can prove that injury / death was caused by a
traffic accident. Under the provision of Article 3 of
the said Law, the accused is responsible for tort liabil-
ity claim, unless he / she can succeed in proving all of
the following three points:

a. Neither the accused nor the driver (if different)
was negligent in operating the automobile.

b. There was malice or negligence on the part of
the victim or a third party other than the driver.

c. There was neither structural defect nor malfunc-
tion in his / her automobile.

2 | Limits of Insurers’ Liabilities

The limits of insurers’ liabilities are legally stipu-
lated for death, for different grades of permanent
disability, and for other bodily injuries. (If bodily injury
results in death or permanent disability, indemnities
for the bodily injury and death or permanent disabili-
ty are paid separately subject to the respective limits
of liability.) These limits of liability are applicable for
each victim, but there is no total limit per occurrence.
After payment of a claim the limits of an insurer’s lia-
bility remain unchanged for the remainder of the pol-

icy period.

The limits of insurers’ liabilities have been
increased periodically to reflect the prevailing eco-
nomic and social conditions. The current scheme of
coverage is as follows: Death: 30 million yen;
Permanent Disability (cases where victims do not
need nursing care): 30 million yen (1st grade) ~ 0.75
million yen (14th grade); Permanent Disability (cases
where victims need nursing care): 40 million yen (1st
grade) ~ 30 million yen (2nd grade); and Bodily
Injury: 1.2 million yen.

3 | Claims Payment Standards

In order to ensure prompt and fair claims pay-
ments, claims payment standards for CALI is deter-
mined by the Minister of Land, Infrastructure and
Transport and the Prime Minister, and shall be
reviewed when needs arise. The standards provide
the scope of compensation items and the method of
the assessment of those compensation items, etc.,
which are used as far as fixed-form and fixed-amount
methods of calculation of losses.

(O0) The standards were introduced by the amend-
ment of the Automobile Liability Security Law
enforced on April 1, 2002.

4 Provision of Information on Claims
Payments to Victims and Insured

Non-life insurance companies are required to
provide the accident victims or the insured with the
following information on claims payments by written
notice so that they can judge if their claims have
been assessed properly. Victims and the insured may
also request additional information deemed neces-

sary from the insurance companies.

a. Outline of claims payment standards, outline of
claims payment procedures, outline of claims
disputes settlement organization (when claims
are filed).

b. Amount of claims paid, grades of permanent
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disability and the reasons why such grades have
been given, ratio of the reduction of the amount
of claims paid and the reasons why (when claims
are paid).

c. Reasons why claims have not been paid (when
claims are not paid).

(d) This treatment was introduced by the amend-
ment of the Automobile Liability Security Law
enforced on April 1, 2002.

5 CALI Disputes Settlement
Organization

In order to deal with cases where policyholders
appeal against the insurer’s settlement of claims, the
“CALI Claims Disputes Settlement Organization” has
been established as a fair and neutral alternative dis-
pute resolution body with expertise on claims dis-
putes settlement. This organization provides a place
where members of a mediation committee such as
lawyers and doctors mediate between policyholders
and insurance companies concerning disputes arising
from CALI claims payments.

4

1 | Background

Insurance coverage for industrial earthquake
risks in Japan was introduced in 1956. In 1966 an
earthquake protection scheme for residential risks
was started with reinsurance support provided by the
government under the Law concerning Earthquake
Insurance. Later on, in 1984, in order to supplement
earthquake coverage for dwelling risks, an earth-
quake fire expense coverage for fire caused by earth-
quake was added to the body of each fire policy.
Three kinds of coverage (insurance) are available, but
only in conjunction with main fire insurance policies:
coverage for industrial earthquake risks written in the
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(d) This CALI claims dispute settlement system was
introduced by the amendment of the Automobile
Liability Security Law enforced on April 1, 2002.

6 | Insurers’ Pool Scheme

All CALI premium portfolios shall be reinsured
with the CALI Reinsurance Pool in which all insurers
operating CALI business participate. Since the accep-
tance of all CALI risks is obligatory, the purpose of
this pooling arrangement is to prevent the possible
deterioration in the operating results of any individ-
ual insurer and to distribute bad risks equitably
among all insurers.

(0 1) By the amendments of the Automobile Liability
Security Law and the Law on Special Accounting
for Compulsory Automobile Liability Reinsurance
enforced on April 1, 2002, the government rein-
surance scheme, where the premium portfolio of
all CALI contracts except for policies for small-
sized motorcycles of 125 c.c. or less was rein-

sured en bloc with the government on a 60%
guota share basis, was abolished.

(0 2) Insurance companies are prohibited from refusing
CALI applications, unless the insured or insurance
applicant fails to pay premiums, or is guilty of
non-disclosure or misrepresentation, etc.

form of an extended coverage endorsement, earth-
guake fire expense coverage provided as built-in cov-
erage in the main fire policy, and earthquake insur-
ance on dwelling risks.

Reinsurance requirements for industrial earth-
guake risks are met individually by private insurance
companies, while reinsurance for dwelling houses
and contents is arranged automatically under a gov-
ernment budget-supported scheme.

2 Earthquake Insurance on Dwelling
Risks

Under the Law concerning Earthquake Insurance,
earthquake risks on dwelling houses and contents



include not only earthquakes, but also volcanic erup-
tions and any resulting tidal waves (tsunami). The
insured amount of the earthquake insurance policy is
not less than 30% but not exceeding 50% of the
insured amount of the main fire insurance policy.
Initially, the earthquake policy was designed to only
cover total loss or damage to whatever was insured.
Later on, in 1980, a “half loss” concept was intro-
duced to the earthquake protection scheme to
broaden the coverage. Following earthquakes in
Chiba (1987) and Izu (1989) in the Kanto area how-
ever, consumer demand for wider earthquake insur-
ance coverage increased. In response, the
Enforcement Ordinance and Regulation of the Law
concerning Earthquake Insurance were amended,
effective from April 1, 1991, to introduce a “partial
loss” (less than “half loss”) coverage to the policy,
applicable to both residential buildings and contents.
As a result of the devastating Great Hanshin-Awaji
Earthquake of January 17, 1995, the Enforcement
Ordinance and Regulation of the Law were revised,
effective from January 1, 1996, in order to widen the
coverage as described in A. Scope and Amount of
Coverage below.

A. Scope and Amount of Coverage
(a) Residential Buildings

a. Total loss: This means the amount of loss of or
damage to the main structural parts of the resi-
dential building reaches 50% or more of the
current value of the building, or the proportion
of the floor space of the area burnt down or
swept away to the total floor space reaches
70% or more. In the case of “total loss”, 100%
of the insured amount (max. 50 million yen) is to
be paid, but up to a limit of the actual cash
value of the building.

b. Half loss: This means the amount of loss of or
damage to the main structural parts of the resi-
dential building reaches 20% or more, but is less
than 50%, of the current value of the building,

or the proportion of the floor space of the area
burnt down or swept away to the total floor
space reaches 20% or more, but is less than
70%. In the case of “half loss”, 50% of the
insured amount is to be paid, but up to a limit of
50% of the actual cash value of the building.

c. Partial loss: This means the amount of loss of or
damage to the main structural parts of the resi-
dential building reaches 3% or more, but is less
than 20%, of the current value of the building.
In the case of “partial loss”, 5% of the insured
amount is to be paid, but up to a limit of 5% of
the actual cash value of the building.

(b) Household Property

a. Total loss whereby the amount of loss of or
damage to the household property reaches 80%
or more of the current value of the household
property: 100% of the insured amount (max. 10
million yen) is to be paid, but up to a limit of the
actual cash value of the household property.

b. Half loss whereby the amount of loss of or dam-
age to the household property is at least 30%
but less than 80% of the current value of the
household property: 50% of the insured amount
is to be paid, but up to a limit of 50% of the
actual cash value of the household property.

c. Partial loss whereby the amount of loss of or
damage to the household property is at least
10% but less than 30% of the current value of
the household property: 5% of the insured
amount is to be paid, but up to a limit of 5% of
the actual cash value of the household property.

B. Reinsurance Scheme

Since the likelihood of catastrophic losses fol-
lowing an earthquake is high, the aggregate limit of
indemnity is shared among all private insurers and
the government, who are liable under the excess of
loss reinsurance cover arranged through the Japan
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Earthquake Reinsurance Company (hereinafter
referred to as JER). The aggregate limit of indemnity
was raised by the Diet from 1,800 billion yen to
3,100 billion yen from October 19, 1995, in order to
be able to cope with another huge quake like the
Great Hanshin-Awaiji Earthquake in January 1995. In
response to the increase in the total sum of insured
amounts of policies in force concerning earthquake
insurance on dwelling risks, the aggregate limit of
indemnity was again raised, effective from April 1,
1997, to 3,700 billion yen , effective from April 1,
1999, to 4,100 billion yen, and effective from April 1,
2002, to 4,500 billion yen. The current arrangements
for reinsurance and retrocessional transactions are as
follows:

a. Reinsurance with JER:
All earthquake risks written by direct insurers are
wholly reinsured with JER.

b. Retrocession with direct insurers:

JER cedes a certain portion of the portfolio back
to the original direct insurers and also to the Toa
Reinsurance Company by way of excess of loss
reinsurance.

Retrocession with the government:

The remainder of the earthquake portfolio is
guaranteed by the excess of loss reinsurance
coverage concluded between the government
and JER under the Law concerning Earthquake
Insurance.

. The aggregate limit of indemnity:

The aggregate limit of indemnity payable by all
insurers and the government to all policyholders
per any one occurrence now stands at 4,500 bil-
lion yen. If the total amount of claims per quake
exceeds the aggregate limit of indemnity, claims
payable shall be reduced pro rata by the propor-
tion of 4,500 billion yen to the total amount of
claims.

C. Liability Sharing Scheme between the Government and Private Insurers

0 75 billion yen 1,077.4 billion yen 4,500 billion yen
% Goverment's Liability 959
3,752.67 billion yen °
Private Insurers’ Liability
747.33 billion yen A% 9
5%
(A)Up 10 75b yen: < eeeeermrini Private Insurers Liable for 100%
(B) Over 75b yen up to 1,077.4b yen: --cooeeevvveeennn Government Liable for 50% (501.2b yen)
Private Insurers Liable for 50% (501.2b yen)
(C) Over 1,077.4b yen up to 4,500b yen: «eveeennee Government Liable for 95% (3,251.47b yen)

Private Insurers Liable for 5% (171.13b yen)
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Deregulation and Liberalization of the
Japanese Non-Life Insurance Market

The Japanese non-life insurance market
entered a new era with the new Insurance
Business Law which took effect on April 1, 1996.
Major developments in liberalization in the
Japanese non-life insurance market are as fol-
lows :

June 17, 1992

Insurance Council’s report “New Course of
the Insurance Business” submitted to the
Minister of Finance

(D Mutual entry with certain restrictions of life
and non-life insurance companies into the
third sector.

(@ Introduction of a notification system.

(3 Expansion of the scope of the file and use
system.

@ Expansion of benchmark rates and free rates.

® Introduction of a brokerage system.

April 1, 1996
New Insurance Business Law enforced.

 This report formed the basis of the reform plans
for the Japanese insurance business.

» Following this report, and in order to conduct
further research and study from a legal view-
point, the Round-Table Conference for
Legislative Reform was set up.

June 24, 1994

Report “On the Amendments of Insurance-
Related Laws"” presented by the Round-
Table Conference of Legislative Reform.

= In line with this report, the Ministry of Finance
began drawing up legislation.

October 11, 1994

Agreement on the insurance sector of the
Japan-US New Economic Framework Talks
reached.

» The following are points stated in the above
agreement entitled “Measures by the Govern-
ment of Japan and the Government of the
United States regarding Insurance” (Measures).

o Three former laws, i.e. the Insurance Business
Law, the Law concerning the Control of
Insurance Soliciting, and the Law concerning
Foreign Insurers were amended and consolidat-
ed into the new Insurance Business Law.

» The Policyholders’ Protection Fund for Non-Life
Insurance Companies was established on April 1,
1996. The objective was to provide financial aid
to a reliever insurance company taking over the
insolvent company’s portfolio. The maximum
amount of financial aid was 30 billion yen per
one insolvent company.

o The brokerage system was introduced and the
first examination of insurance brokers was car-
ried out on July 22, 1996.

» On October 1, 1996, the six non-life insurance
subsidiaries established by six life insurance com-
panies and the eleven life insurance subsidiaries
established by eleven non-life insurance compa-
nies began operations.
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October 1, 1996

Measures for the future deregulation of the
non-life insurance business in Japan were
announced by the Ministry of Finance.

« Major measures were as follows:

(D Introduction of the direct selling system in
voluntary automobile insurance.

(2 Expansion of the advisory rating scheme for
loading premium rates of commercial fire
insurance.

(3 Expansion of the notification system.

November 11, 1996
Japanese Financial System Reform Plan
(Japanese “Big Bang”) put forward.

o Mr. Ryutaro Hashimoto, then Prime Minister of
Japan, instructed the Minister of Finance and the
Minister of Justice to discuss financial deregula-
tion measures to be implemented by 2001.

December 24, 1996
The Japan-US Insurance Talks concluded.

 Representatives of the Japanese and the U.S. gov-
ernments met from December 1995 through
December 1996 regarding the interpretation and
application of the “Measures” agreed by the two
governments in October 1994. As a result of
these consultations, the two governments
reached an agreement which included the follow-
ing points entitled “Supplementary Measures by
the Government of Japan and the Government of
the United States regarding Insurance”, as an
integral part of the “Measures”.
(D Deregulation of the primary sector
a. Abolition of the obligation for members
to use the premium rates calculated by
the rating organizations.
b. Approval of automobile insurance with
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differentiated premium rates.

c. Expansion of the scope of the application
of the advisory rate system for loading
rates of commercial fire insurance.

d. Expansion of the type of insurance applied
to the notification system.

e. Approval of insurance products with dif-
ferentiated premium rates within 90 days
of the standard examination period.

(2 Entry into the third sector by subsidiaries

a. Restriction on sales of third sector insur-
ance by life and non-life subsidiary com-
panies, subject to measures to avoid radi-
cal change in the third sector for foreign
insurers.

b. Termination of the measures to avoid rad-
ical change, two and a half years after all
the 5 criteria concerning the implementa-
tion of the deregulation of the primary
sector described in (1 above were satis-
fied.

December 20, 1996
Fundamental Subjects Study Committee of
the Insurance Council established.

« To respond to the Japanese “Big Bang”, and
with the founding objective of deliberating fully
on the further improvement of insurance dereg-
ulation, the Fundamental Subjects Study
Committee was established as the Insurance
Council’'s working party.

o The Prime Minister’s advisory councils, such as
the Economic Council and the Administrative
Reform Council, submitted their respective
reports which included deregulation measures in
the non-life insurance sector in December 1996.



June 13, 1997

Insurance Council’s report on the “Review of
the Directions of the Insurance Business - as
an integral part of the Financial System
Reform” submitted to the Minister of
Finance.

« The main subjects of the Insurance Council's

report were as follows:

(@ Liberalization measures, including the reform
of rating organizations.

(2 Acceleration of mutual entry between finan-
cial institutions.

(3 Introduction of the holding company system.

@ Insurance distribution by banks and other
financial institutions.

(® Application of the market value method to
trading accounts.

« In addition, a study group on the payment guar-
antee system, which was organized by the
Ministry of Finance, submitted its interim report
on June 13, 1997. Its final report was compiled
on December 5, 1997.

» Automobile insurance policy with differentiated
premium rates was marketed on September 3,
1997.

December 5, 1997
Report concerning the Payment Guarantee
System submitted to the Insurance Council.

o The introduction of the Payment Guarantee
System is aimed at ensuring the protection of
policyholders and at defining rules concerning
their protection in the event of an insurance
company going bankrupt. This includes cases
where reliever insurance companies do not
appear.

« Following the discussions in the Insurance

Council, a draft bill concerning the payment
guarantee system was drawn up and included in
the Financial System Reform Law.

June 5, 1998
Financial System Reform Law approved by
the Diet.

« The Financial System Reform Law amended en
bloc 24 financial related laws, such as the
Insurance Business Law, the Law concerning
Non-Life Insurance Rating Organizations, the
Banking Law, and the Securities & Exchange Law.

» Some of the key issues related to insurance sys-
tem reform laid out in the Law were as follows:
(D Creation of Policyholders Protection
Corporations

(@ Introduction of an early warning measure for
the insurance business

(3 Reform of the rating organization system

@ Holding of subsidiaries by insurance compa-
nies, etc.

 The revisions of the Insurance Business Law took
effect on December 1, 1998, while the revisions
of the Law concerning Non-Life Insurance Rating
Organizations came into effect on July 1, 1998.

o With the approval of the Financial System
Reform Law, non-life insurance companies were
allowed to distribute investment trusts directly to
customers on December 1, 1998, on the condi-
tion that they registered with and obtained
approval from the Commissioner of the Financial
Supervisory Agency.

June 22, 1998
Financial Supervisory Agency created.

» The Financial Supervisory Agency was an inde-
pendent body, separate from the Ministry of
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Finance, which took over the inspection and
supervisory functions of the Ministry of Finance.
These included the issuance and withdrawal of
licenses, approval of products/services, and
issuance of orders to improve/suspend the busi-
ness operations of financial institutions (incl.
insurance companies).

o At the same time, the Ministry of Finance was
reorganized.

July 1, 1998
Non-Life Insurance Rating Organization
System reformed.

 Following the enforcement of the revised Law
concerning Non-Life Insurance Rating
Organizations, the obligation for members to
use the premium rates calculated by the rating
organizations was abolished.

 The rating organizations shall calculate a “refer-
ence risk premium rate” for fire, personal acci-
dent, nursing care, and voluntary automobile
insurance. The rating organizations shall also cal-
culate a “standard premium rate” for the
Compulsory Automobile Liability Insurance and
earthquake insurance on dwelling risks.

December 1, 1998
Non-life Insurance Policy-holders Protection
Corporation of Japan established.

o Under the former system, the Policyholders’
Protection Fund for Non-Life Insurance
Companies could not come into effect unless
reliever insurance companies appeared in the
event of a non-life insurance company becoming
insolvent. In addition, it was necessary to define
rules concerning the protection of policyholders.

» The Corporation shall carry out the following
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types of business activities.

(D To provide financial aid to a reliever insurance
company.

(2 To undertake the insurance contracts of an
insolvent non-life insurance company which is
a member of the Corporation, and to adminis-
ter and/or deal with these insurance contracts.

(® To collect contributions from the member
companies.

(® To provide loans to the member companies
or certain policyholders, etc.

March 31, 1999
Early Warning Measure in Insurance
Companies become effective.

« The early warning measure is an administrative
trigger which will be put into action in accor-
dance with the solvency margin ratios, one of
the indices by which the supervisory authorities
judge the management soundness of an insur-
ance company.

August 13, 1999
The Notification System expanded.

o The number of non-life insurance products to
which the notification system applies was
expanded effectively from August 13, 1999, and
in principle, non-life insurance products for com-
mercial risks have moved from the approval sys-
tem to the notification system.

October 29, 1999

Firewall Regulation concerning the Entry of
Insurance Companies to Banking Business
through their Subsidiaries introduced.

« With the entry of insurance companies to the
banking business through their subsidiaries
allowed from October 1, 1999, a regulation con-



cerning measures to prevent adverse effects on
policyholders arising from the entry was intro-
duced effective from October 29, 1999.

June 30, 2000
The Insurance Business Law, etc. partially
revised.

« The revisions involved mainly the following
points.

(D Facilitation of the conversion of a mutual
insurance company into a stock insurance
company.

(2 The application of the “Special Law concern-
ing Reorganization Proceedings of Financial
Institutions” to insurance companies.

(3 Permission for the distribution of certain
types of insurance products by banks, etc. (to
be effective from April 1, 2001.)

(@) Expansion of business activities of the Policy-
holders Protection Corporation.

July 1, 2000
Financial Services Agency established.

ance companies can conduct business ancillary
to their licensed insurance business, e.g., agency
business connected with the insurance opera-
tions of another insurance company. The selling
of another insurance company’s products by
insurance companies was also included in the
range of an agency’s business, on condition that
insurance companies obtain approval from the
FSA. This means life insurance companies can
sell non-life insurance products by tying up with
non-life insurance companies, and vice versa.

October 1, 2000
Ban on banks entering into insurance busi-
ness completely lifted.

» The type of subsidiary insurance company which
banks could hold had been limited to a bankrupt
insurance company, in accordance with the
Financial System Reform Law which took effect on
December 1, 1998. However, with the issuance of
the Governmental Ordinance on September 6,
2000, the ban on the entry of banks into the
insurance business was completely lifted.

« With the integration of the Financial Supervisory
Agency and the Financial System Planning
Bureau of the Ministry of Finance, the Financial
Services Agency (FSA) was established on July 1,
2000.

e The main functions of the FSA include policy-
planning on financial systems as a whole, draw-
ing-up new rules for financial systems, supervi-
sion and inspection for financial institutions.

August 8, 2000
Selling of another insurance company'’s
products allowed.

« The Insurance Business Law stipulates that insur-

January 1, 2001
Subsidiaries of life and non-life insurance
companies allowed to sell third sector insur-
ance products.

 All the 5 criteria for the termination of the mea-
sures to avoid radical change in the third sector
based on the “Supplementary Measures”
agreed in the Japanese-US Insurance Talks in
December 1996 had been satisfied by the imple-
mentation of the non-life rating organization
system reform in July 1998. The restrictions on
entering the third sector by subsidiaries of life
and non-life insurance companies were lifted on
January 1, 2001, two and a half years after the 5
criteria were met, as scheduled.
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January 6, 2001
The total realignment of the central min-
istries implemented.

o With the abolition of the Financial Recon-
struction Commission, the Financial Services
Agency was placed under the Prime Minister’s
Office which was renamed the Cabinet Office.

April 1, 2001
Ban on insurance sales by banks partially lift-
ed, and the non-life agency system liberalized.

« Financial institutions, such as banks, etc., were
allowed to sell insurance products within a cer-
tain range on April 1, 2001, based on the partial
amendment of the Insurance Business Law, fol-
lowing the deliberation of the Financial System
Council. The types of insurance products which
banks are allowed to sell are limited to long-
term fire insurance, long-term income indemnity
insurance and credit life insurance which are all
associated with housing loans, and overseas
travelers' personal accident insurance.

» The non-life insurance agency system was liber-
alized from April 1, 2001 by the abolition of the
Administrative Guidelines concerning the per-
sonal qualifications and agency classifications on
March 31, 2001. This would bring the diversifi-
cation of the level of agency commissions which
depended upon agency classifications.
Subsequently, each non-life insurance company
has to promote the development of agency
qualifications by itself.

April 1, 2001
The Consumer Contract Law and the Law on
Sales of Financial Products enacted.

 In order to prevent contractual problems arising
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between consumers and businesses in both the
financial and non-financial areas, and in order to
protect consumers, the Consumer Contract Law
and the Law on Sales of Financial Products were
approved in May 2000 and enforced in April 1,
2001. The Consumer Contract Law defines the
situations in which consumers will be allowed to
rescind the contract, and the contract terms which
should be void in all kinds of consumer contracts.
The Law on Sales of Financial Products lays down
an obligation on all financial service providers to
give adequate explanations to consumers, and
makes them liable for damages which arise from
the provider not fulfilling this obligation.

July 1, 2001

Mutual entry of life and non-life insurance
companies into third sector in their own right
permitted.

 Following the mutual entry of life and non-life
subsidiaries into the third sector in January
2001, life and non-life insurance companies
were allowed to sell each other’s third sector
insurance products in their own right on July 1,
2001. This six month period was needed in
order to prepare a common set of rules to pro-
tect policyholders.

October 1, 2001
Sales of CALI for small-sized motorcycle
started by post offices.

* In line with the enforcement of the Law con-
cerning the Soliciting of Compulsory Automobile
Liability Insurance for Small-sized Motorcycles,
etc. by Post Offices on April 1, 2001, post offices
started to sell Compulsory Automobile Liability
Insurance (CALI) for small-sized motorcycles, etc.
from October 1, 2001.



October 1, 2001
Defined Contribution Pension Plans started.

simple or substantially equivalent to existing ones
were reduced from 90 days to 60 days.

o The Law on the Defined Contribution Pension
Plan was approved on June 29, 2001. The Law
provides for two types of pension plan, i.e. a
“Corporate-Contribution Type” and an
“Individual-Contribution Type”, as an alternative
to the defined benefit pension scheme used to
complement the public pension system. The for-
mer type was implemented on October 1, 2001,
and the latter started from January 1, 2002.
Non-life insurance companies can be involved in
the operation of both “Corporate-Contribution
Type” and “Individual-Contribution Type"” as
"asset administrators” and “plan administrators”
as well as “providers of investment products”.

March 2002
Type of non-life insurance products to which
the notification system applies expanded.

o By the amendment of the Enforcement
Regulations of the Insurance Business Law, per-
sonal pension insurance (fixed-amount type and
variable-amount type) and fire insurance on
non-commercial risks to which the approval sys-
tem had applied were included into the type of
products to which the notification system
applied. (Fire insurance on commercial risks has
already moved from the types applied to the
approval system to those applied to the notifica-
tion system since August, 1999.)

March 2002
Examination period for non-life insurance
products shortened.

By the amendment of the Administrative Guideline,
the examination period under the notification sys-
tem for those products which are standardized and

April 1, 2002
Abolition of CALI Government Reinsurance
Scheme implemented.

« By the amendment of the Automobile Liability
Security Law and the Law on Special Accounting
for Compulsory Liability Automobile Reinsurance
promulgated on June 29, 2001, the Compulsory
Automobile Liability Insurance (CALI) govern-
ment reinsurance scheme, where CALI contracts
were reinsured en bloc with the government on
60% of quota share basis, was abolished on
April 1, 2002. As a result, all the CALI premium
portfolio has been reinsured with the CALI
Reinsurance Pool in which all insurers operating
in CALI business in Japan participate.

October 1, 2002
Expansion of sales of insurance products by
banks.

o By the partial amendment of the Insurance
Business Law effective from October 1, 2002,
the following insurance products were added to
the products sold over-the-counter by banks.

- Personal pension insurance (fixed-amount type
and variable-amount type)”

- "Zaikei" savings (i.e. asset formation) insurance

- Individual annuity and accident insurance

-"Zaikei" savings personal accident insurance

O Life Products

« In addition, residential buildings-cum-stores was
added to the eligible insured property (formerly
residential buildings only) and the limitation of
the range of insurance companies to the bank’s
subsidiary or affiliated life insurance companies
for which credit life insurance can be sold by
banks was abolished.

lll. Deregulation and Liberalization of the Japanese Non-Life Insurance Market



Outline of Measures for Early Warning and Policyholders
Protection in the Non-Life Insurance Business

As part of a scheme to protect policyholders’ interests, the following measures have been intro-

duced to the Japanese non-life insurance market: 1. An early warning measure, based on the solvency

margin ratio, whereby the supervisory authority can require an ailing non-life insurance company to

improve its business operations. 2. The policyholders protection corporation to deal with the possible

insolvency of a non-life insurance company.

1

An early warning measure based on the solvency
margin ratio was introduced in April 1999, as one of
the key factors in the new insurance supervisory and
regulatory framework. The measure was stipulated in
Article 132 of the Insurance Business Law and the
relevant Ordinance of the Cabinet Office and the
Ministry of Finance, and has been effective since
March 31, 1999.

The objective of the early warning measure is to
ensure the sound and proper business operation of
an insurance company and the protection of policy-
holders by enabling the supervisory authority to urge
insurance companies, including foreign insurers oper-

ating in Japan and one specific corporation (the
Society of Lloyd’s), to maintain sound management
in accordance with their solvency margin ratio.

An insurance company will be considered in
sound condition if the solvency margin ratio is 200%
or more. However, if the ratio of an insurance compa-
ny falls below 200%, the supervisory authority shall
issue an early warning on the basis of the provisions of
the Insurance Business Law and its enforcement ordi-
nance. According to the enforcement ordinance, the
early warning measure is divided into three categories
in accordance with the level of the solvency margin
ratio, and the outline of each category is as below.

Category of the Early Warning Measure

Non-category 200% and more  No action shall be taken.
Category 1

Less than 200%  The Financial Services Agency shall require an insurance company to submit a business

and improvement plan which the Agency considers appropriate to ensure the management

100% or more

soundness of the insurance company involved. Then the Agency shall order the implementa-

tion of the business improvement plan.

Category 2

0% or more

Less than 100%  The Financial Services Agency shall choose from among the following measures which the
and Agency considers appropriate:

1. Submission of plans considered as appropriate to increase the capability of paying claims,
etc., and the implementation of these plans.
2. Prohibition of payment of stock dividends or directors’ bonuses, or restraints on the

amount of these. (O0)

3. Prohibition on distribution of dividends or surpluses to policyholders, or restraints on the

amount of these.

4. Alteration of calculation method (incl. coefficients which form the basis of the calculation)
of premium rates concerning insurance contracts to be newly entered into.
5. Restraint on operating expenses.

(@)}

. Prohibition of certain methods of asset investment, or restraints on its amount.

7. Reduction of business operations at part of the branch or office.
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Category 2 Less than 100% 8. Closing of some of the branches or offices, excluding the main office or chief office.
and 9. Reduction of business operations at subsidiaries, etc. (O)
0% or more 10. Disposal of stocks or equities of subsidiaries, etc. (O )

11. Reduction of existing businesses or prohibition of new businesses, such as businesses
ancillary to life or non-life insurance business, businesses relating to specific securities
transactions stipulated in the Securities and Exchange Law, and businesses allowed under
other laws.

12. Other measures which the supervisory authority considers necessary.

(O) The item is not applicable to foreign insurers operating through branches and agents.

Category 3 Less than 0% The Financial Services Agency shall issue an order to suspend part or all of the business opera-

tions for a specified period.

In addition to the measures mentioned above,

the enforcement ordinance includes the following

four items:

a.

If an insurance company finds that its solvency
margin ratio falls to category 2 or 3, and then if
the insurance company promptly submits a busi-
ness improvement plan that the supervisory
authority judges to be appropriate to restore the
company’s solvency margin ratio, then the cate-
gory of the order issued by the supervisory
authority shall be applied to the category corre-
sponding to the expected result of the imple-
mentation of the business improvement plan.
However, if the supervisory authority does not
deem the plan appropriate, the category of the
order shall correspond to the decreased solvency
margin ratio.

b. Even though an insurance company falls within

category 3, the supervisory authority shall be
able to issue an order that includes category 2
measures, when the difference between the
assets and the liability of the insurance company
shows a plus, or when it is obviously expected to
become a plus.

Even though an insurance company does not fall
within category 3, the supervisory authority shall
be able to issue an order that includes category
3 measures, that is when the difference
between the assets and the liability of the insur-
ance company shows a minus or when it is obvi-
ously expected to become a minus.

The early warning measure shall not apply to the
Japan Earthquake Reinsurance Company whose
insurance contracts are reinsured by the govern-
ment under the Law concerning Earthquake
Insurance.

Solvency Margin Ratio

In addition to the reserves to cover claims payments and payments for maturity-refunds of savings type insur-

ance policies, etc., it is necessary for non-life insurance companies to maintain sufficient solvency in order to pro-

vide against risks which may exceed their usual estimates. The solvency margin ratio means the ratio of “solvency

margin of non-life insurance companies by means of their capital, reserves, etc.” to “risks which will exceed their

usual estimates”, as calculated as below.

Solvency Margin, i.e. the total amount of accumulations such as

Solvency Margin

Ratio (%)

Dcapi’[al (fund), reserves, etc. prepared for risks which exceed usual estimates

Total of risks which exceeds usual estimatesx 1/2

x 100

The solvency margin ratio is one of the indices which the supervisory authority utilizes in order to judge the

management soundness of a non-life insurance company. It is understood that problems concerning the manage-
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ment soundness of a non-life insurance company will not arise if the ratio is 200% or more.
The formula of the calculation of the solvency margin ratio is as follows:

Solvency Margin Ratio (%) O O

The sum total of Solvency Margin
x 100

{v/(General Insurance Risk)’] (Assumed Interest Rate Risk[J Asset Management Risk)'[] Business Administration Risk[J Catastrophe Risk}x 1/2

O Solvency margin is calculated as follows:

. Total Equities

. Reserves for Fluctuation in Value of Investment

. Reserves for Catastrophic Risk

. Allowance for Bad Debts

. 90% of Latent Profit on Stock (100% of Latent Loss on Stock)
. 85% of Latent Profit on Land (100% of Latent Loss on Land)

. Reserves for Dividend to Policyholders of Mutual Insurance

00 N O U1 A W N —

. Underwriting Reserves (excess amount)

Xe)

. Reserves for Loss of Commodity and Securities Transactions
10. The sum total of Deposit, Carried in Capital and Surplus.

O O11. The Equivalent Amount of Tax Effect of Taxable Reserves

0O O12. Differed Assets

[0 The risks mentioned in the denominator are defined as follows:
1. Insurance Risk

a. General Insurance Risk: risk of occurrence of claims which exceed underwriting reserve.
b. Catastrophic Risk: risk of loss caused by natural catastrophes such as earthquake, storm, flood, etc.

2. Assumed Interest Rate Risk: risk of not being able to secure the assumed interest rate, which forms the basis

of calculation for underwriting reserve.
3. Asset Management Risk:

a. Risk of fluctuation in value, etc.: risk of occurrence of loss caused by excessive changes in the capital value
or interest rate (evaluation based on market value).

b. Credit Risk: risk of occurrence of loss caused by bad debts or default (evaluation based on market value).

c. Risk arising in a Subsidiary Company, etc.: risk of occurrence of loss caused by the failure of investment in a
subsidiary company or a related company.

d. Derivative Transactions Risk: risk of occurrence of loss caused by transactions of futures, options and swap,
etc.

e. Reinsurance Risk & Recovery of Reinsurance Risk: risk of occurrence of loss caused by the lack of underwrit-

ing reserve or outstanding claims reserve and the recovery of reinsurance.
4. Business Administration Risk: risk of occurrence of loss beyond anticipation in business administration.
(Note) In April 2001, the evaluation method of the solvency margin ratio was revised in order to show the financial
condition of the insurance company more fully. The market value method has been introduced to evaluate risks,

and unrealized gains/losses of non-listed shares, domestic credits and foreign shares were included in the sub-
jects of solvency margin.
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The “Non-life Insurance Policy-holders Protection
Corporation of Japan” (hereafter the Corporation)
was established in December 1998 for the protection
of non-life insurance policyholders by an amendment
of the Insurance Business Law. Before the establish-
ment of the Corporation, the Policyholders’ Protection
Fund for Non-life Insurance Companies was intro-
duced in April 1996. However, the fund system could
not come into effect unless reliever insurance compa-
nies appeared in the event of an insurance company
becoming insolvent. In order to resolve possible prob-
lems arising from this, the policyholders protection
corporation system has been created.

The functions of a Corporation are to give finan-
cial aid to the reliever insurance company which
takes over a failed insurance company, and to under-
take the insurance contracts of a failed insurance
company when reliever insurance companies do not
appear. With the partial amendment of the Insurance
Business Law enforced in June 2000, the scope of a
Corporation’s business, and methods of its financial
aid have been expanded. This includes the establish-
ment of a subsidiary “bridge-insurance company”
funded by the Corporation to take over the insurance
contracts of a failed insurance company, and to pro-
vide loans to insurance companies that have to stop
paying claims due to temporary cash-flow problems.
In addition, by the amendment of the Law concern-
ing Special Rules for Reorganization Procedures of
Financial Institutions effective in June 2000, company
reorganization procedures shall also be applicable to
insurance companies, and the reorganization of
failed insurance companies will proceed more
smoothly.

(Note) Separate Policyholders Protection Corporations are
established for the life and non-life insurance sectors.

A. Objective

The Corporation carries out its functions to pro-
tect policyholders thus ensuring the reliability of the
non-life insurance business.

B. Membership

In accordance with the provisions of the
Insurance Business Law, all the non-life insurance
companies operating in Japan, including foreign
insurers and one specific corporation (the Society of
Lloyd’s), have to join the Corporation. However, pro-
fessional reinsurers, etc. are excluded.

C. Types of Business Operations
The Corporation carries out the following types
of business operations:

a. To provide financial aid to a reliever non-life
insurance company to which the insurance con-
tracts of an insolvent non-life insurance compa-
ny are transferred.

b. To undertake the insurance contracts of an
insolvent non-life insurance company, and to
administer and/or deal with the insurance con-
tracts, when reliever non-life insurance compa-
nies do not appear.

c. To establish a subsidiary (“bridge-insurance
company”) of the Corporation to take over the
insurance contracts of an insolvent non-life
insurance company, when reliever non-life insur-
ance companies do not appear. The Corporation
shall administer the business operations of the
bridge-insurance company.

d. To provide loans to the members of the
Corporation in the event that they have to stop
claims payment to their policyholders due to
temporary cash-flow problems.

e. To provide loans to certain policyholders, etc., of
an insolvent non-life insurance company within
the amount equivalent to claims incurred. This is
when the non-life insurance company has
stopped claims payment due to the issuance of
an order to suspend its business operations by
the supervisory authority.

f.  To become an insurance administrator.

g. To purchase policyholders’ rights on insurance
claims filed with an insolvent non-life insurance
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company. D. Non-Life Insurance Contracts to be com-

h. To purchase the assets of an insolvent non-life pensated
insurance company. The Non-Life Insurance Policyholders Protection
(Note) When a Corporation or its subsidiary takes over Corporation compensates 100% of the claims for
the insurance contracts of an insolvent insurance and the returned premiums for cancellation of

company in accordance with the above-men-
tioned items of b. and c., and subsequently,
when a reliever insurance company appears, the and Earthquake Insurance on Dwelling Risks. In addi-
Corporation or its subsidiary shall transfer the tion, the Corporation shall compensate at 90% the
insurance contracts of the insolvent insurance
company to the reliever insurance company.

Compulsory Automobile Liability Insurance (CALI)

claims incurred from voluntary automobile insurance,

Non-Life Insurance Policyholders Protection Corporation System

« In cases where a reliever insurance company takes over insurance contracts of a failed insurance company.

Insurance contracts
Failed Insurance Company ‘ < T ‘ Policyholders

Transfer of insurance contracts I_’ : J Claims payment
‘ Reliever Insurance Company <_I

Application for financial aid * Financial aid

+ Prior contribution

Non-Life Insurance Companies
O Compulsory Participation
(except for professional reinsurance companies)

» In cases where a successor insurance company takes over insurance contracts of a failed insurance company.

Insurance contracts
Failed Insurance Company ‘ < T ‘ Policyholders

Insurance contracts taken over I_’ ‘ Successor Insurance Company ‘ J Claims payment

+ Capital funding, financial aid

+ Prior contribution

Non-Life Insurance Companies
O Compulsory Participation
(except for professional reinsurance companies)

« In cases where the Policyholders Protection Corporation takes over insurance contracts of a failed insurance company.

Insurance contracts
Failed Insurance Company ‘ < T ‘ Policyholders

Transfer of insurance contracts Claims payment

+ Prior contribution

Non-Life Insurance Companies
0 Compulsory Participation
(except for professional reinsurance companies)
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fire insurance for individuals and small sized enter-
prises, etc., personal accident insurance, medical
expenses insurance, and nursing care expenses insur-
ance. Furthermore, the returned premiums for can-
cellation of the above insurance policies, and maturi-
ty-refunds or the returned premiums of maturity-
refund type (or savings type) insurance policies shall
be compensated at 90%. However, in the case that
the expected interest rates of these maturity-refund
type insurance policies are changed by the bankrupt-
cy procedures based on the Insurance Business Law,
the compensation for the return premiums for can-
cellation and the maturity refunds involved may fall
below 90%.

(Note) The Corporation does not compensate other
types of insurance contracts of an insolvent insur-
ance company. These include fire insurance
(except for individuals, small-sized enterprises and
associations constituted from sectional owners of
an apartment to administrate the building),
marine and inland transit insurance, credit insur-
ance, aviation insurance, workers’ accident com-
pensation liability insurance, general liability insur-
ance, machinery and erection insurance, and
movables comprehensive insurance, etc.

E. Finance of the Corporation
a. The members of the Corporation must make a

b.

d.

contribution to the Corporation in order to sus-
tain the policyholders protection funds and to
meet the expenses of the Corporation. The ceil-
ing on the total funds of the Corporation shall
be 50 billion yen, i.e. ten times the total annual
contributions of the members.

The amount of each members’ annual contribu-
tion shall be decided with due regard to the
amount of net premiums written and liability
reserves accumulated.

In order to give financial aid to a reliever insur-
ance company, the Corporation shall be allowed
to borrow money from financial institutions,
subject to the approval of the supervisory
authority. However, a ceiling on such borrowing
has been established, i.e. the total sum of the
funds accumulated and the money borrowed
cannot exceed 50 billion yen.

When the costs required for bankruptcy proce-
dures exceed 50 billion yen, the Corporation
shall consider taking measures, with due regard
to such conditions as the amount of funds accu-
mulated, financial aid, etc. which has previously
been provided, and the business soundness of
the members of the Corporation.

Eligible contracts to be compensated by the Corporation

Compulsory Automobile Liability Insurance (CALI)

Earthquake Insurance on Dwelling Risks

Automobile insurance (O 1)
Fire insurance (O 1, 2)

Third sector insurance (O 1)
Personal accident insurance
Medical expenses insurance
Nursing care expenses insurance

Eligible
contracts

Overseas travelers’ personal accident insurance, etc.

Other than the above policies
Marine cargo insurance
Inland transit insurance

. Aviation insurance
Non-eligible

contracts e
General liability insurance

Movables comprehensive insurance
Machinery & erection insurance
Contractors’ all risks insurance, etc.

Workers’ accident compensation liability insurance

100%

90%

Those contracts are not compensated by
the Corporation. Claims of those poli-
cies may be paid less according to the
financial condition of a failed insurance
company.

(O 1) Including savings type of those contracts.

1
(O 2) Fire insurance contracts are limited to those for private individuals, small-sized enterprises and associations constituted from sectional owners of an

apartment to administrate the building.
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Distribution System

The non-life insurance distribution system in
Japan is divided into agency, brokerage, and direct
distribution by officers or employees of insurance
companies.

Agents and brokers must be registered with the
Prime Minister in accordance with the Insurance
Business Law (Officers and employees of insurance
companies are not required to be registered in order
to solicit insurance contracts.). Therefore, only regis-
tered agents and brokers as well as staff members of
insurance companies are authorized to engage in
insurance distribution.

As part of the registration process, the supervi-
sory authority must ascertain whether there are
grounds for refusing an application, such as from
applicants who were declared bankrupt and who
have not yet been rehabilitated, who have been
imprisoned in the preceding three years, or whose
previous registration had been revoked within the

preceding three years. Under the Insurance Business
Law and its related regulations, agents and brokers
are prohibited from such conduct as giving rebates or
premium discounts, making false representations or
failing to represent important matters regarding
insurance contracts to their clients. If the registered
agents or brokers violate relevant laws and regula-
tions, the supervisory authority shall implement
administrative penalties including the revocation of
the registration and the suspension of business.

In fiscal 2001, domestic direct premiums collect-
ed through agents amounted to 91.3% of all non-
life insurance premiums including domestic and for-
eign non-life insurers, and the remainder, 8.5% and
0.2%, was collected through direct distribution and
brokerage respectively.

(Note) Under the Insurance Business Law, the Prime
Minister delegates his authority concerning the
registration of agents and brokers to the
Commissioner of the Financial Services Agency.

Portion of Direct Premiums collected by Type of Distribution Channel

(for Domestic and Foreign Non-Life Insurance Companies) (million yen)
2000 8,536,361 12,483 763,697 9,312,559
91.7% 0.1% 8.2% 100.0%
2001 8,028,645 16,619 747,080 8,792,360
91.3% 0.2% 8.5% 100.0%

(Note) “Direct Distribution” includes sales through employed sales staff.

1

Non-life insurance agents are the main channel
for non-life insurance distribution in Japan. The main
business of non-life insurance agents are as follows:

« Consulting for insurance.

« Soliciting (suggesting plans for) and concluding
insurance contracts with customers.

« Calculating insurance premiums, accepting
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application forms from customers and reporting
contracts to the insurance company.

« Receiving insurance premiums and issuing
receipts to customers.

« Keeping insurance premiums received from cus-
tomers and adjusting those premiums and com-
missions with the insurance company.

« Delivering insurance policies to customers.



« Maintaining insurance contracts including the
procedures for changing contract terms and
cancellations.

e Accepting notifications of claims from customers
and reporting those claims to the insurance
company, including collecting claims documents
from customers.

The number of non-life insurance agents regis-
tered as of the end of March 2002 stood at 342,191,
and the total number of sales staff engaged in
agency business in domestic and foreign non-life
insurers amounted to 1,575,195.

The non-life insurance agency system was
reviewed at the end of March 2001. The administra-
tive guidelines concerning personal qualifications and
agency classifications, as well as the level of agency
commissions which depend upon agency classifica-

tions, were abolished. Subsequently, each non-life
insurance company takes its own measures to pro-
mote further development of agency qualifications.
As the Association regards agency education as
integral to the industry’s social responsibility to
ensure proper sales of insurance products and the
protection of policyholders, it launched a new non-
life insurance agency education system common to
the industry in April 2001. Two kinds of examinations
are available under the new educational system, one
for people who wish to be engaged in non-life insur-
ance distribution so that they can better equip them-
selves as non-life insurance agents, and the other for
non-life insurance agents who have already been
engaged in distributing non-life insurance products.
The subjects of the latter examination consist of legal
compliance, laws and regulations, and taxation.

Developments in Number of Non-Life Insurance Agencies

(as of the end of each Fiscal Year)

592,126 593,872

570,919

509,619 \ 342,191

(Note) Figures are total of those for domestic and foreign non-life insurance companies.

Developments in Number of Sales Staff engaging in Agency Business

(as of the end of each Fiscal Year)

1,170,497 1,180,784

1,154,511

1,145,252 \ 1,575,195

(Note) Figures are total of those for domestic and foreign non-life insurance companies.

Number of Different Types of Non-Life Insurance Agents (as of the end of March 2002)

Number of Agents by Type of
Business Operations

Full-time

Number of Agents by Type of Entity

Number of Agents by Type of
Relations with the Company

Multi-
(58,557) representative
17.1% Coporate (80,594)
(124,190) 23.6%
36.3%
Part-time Individual Exclusive
(283,634) (218,001) (261,597)
82.9% 63.7% 76.4%

(Note) Figures are total of those for domestic and foreign non-life insurance companies.
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I p A Insurance Brokerage System

An insurance brokerage system was introduced
to the Japanese insurance market in April 1996 by
the enforcement of the new Insurance Business Law.

Examples of services that insurance brokers may pro-
vide are as follows:

Example of services provided by Insurance Brokers

Risk Management business

« Accurately understanding, evaluating and handling risks.
« Advising on and administering risks retained by customers
themselves.

Insurance Broker

Customer administration

Brokerage business

= Advising on the selection of insurance companies.
« Advising on the selection of appropriate insurance contracts.
« Conducting reinsurance brokerage business

Claims handling business

« Assisting claims settlement for customers.

Loss prevention services

Other services

« Advising on fringe benefit plans.
« Business management consultancy.
= Advising on global business programs.

Insurance brokers are not allowed to start their
operations until they are registered with the Prime
Minister. At the time of registration, insurance bro-
kers must prove that they are fit to conduct insur-
ance distribution, their ability being judged by means
of an examination by the Insurance Brokers
Association of Japan, based on the Administrative
Guidelines issued by the Financial Services Agency.
The number of insurance brokers registered as of
June 1, 2002 is 50.

In order to clarify the roles or functions which
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insurance brokers take, the Insurance Business Law
prohibits them from concurrently acting as non-life
insurance agents or life insurance solicitors. In addi-
tion, an insurance broker is legally bound to act with
the utmost good faith (the so-called “duty of best
advice”). Furthermore, insurance brokers differ from
non-life insurance agents in that they are not
empowered by insurance companies to conclude
insurance contracts, to accept applicants’ representa-
tions, or to receive insurance premiums.

Since insurance brokers are independent from



insurance companies, they are liable for loss or dam-
age to policyholders resulting from their insurance
brokerage. (In the case of non-life insurance agents,
the insurance companies concerned ultimately assume
in principle the responsibility for such losses.) From the
viewpoint of protecting policyholders, therefore,
insurance brokers are legally obliged to make a cash
deposit which endorses their financial means to cover
their liability. The minimum cash deposit required is

3

A distribution system where officers or employ-
ees of non-life insurance companies distribute non-
life insurance products directly is called “Direct
Distribution” and includes the following different
forms.

a. Special Trainees System

To strengthen their distribution network, individ-
ual non-life insurance companies have their own
“Special Trainees System” to train their exclusive and
full-time agents.

The purpose of the Special Trainees System is to
give staff members selected courses to enable them
to acquire knowledge of and practice in non-life
insurance soliciting within a certain period. Although
the organization of this system varies from company
to company, a common stipulation is that trainees
will work for the company as its exclusive agents in
the future. As of the end of March 2002, the number
of “undergraduate” special trainees reported was

40 million yen and the maximum 800 million yen.

Insurance brokers are allowed to act as interme-
diaries for the conclusion of insurance contracts on
condition that they deal with the insurance products
of insurance companies licensed in Japan. However,
regarding reinsurance, ocean marine hull insurance,
ocean marine cargo insurance, commercial aircraft
insurance, etc., they are allowed to mediate for unli-
censed foreign insurers directly.

6,053 (incl. figures of foreign insurance companies.).

b. Chokuhan-Shain System

Direct distribution, known as the “chokuhan-
shain” or “direct salesperson” approach is the
method where staff members of non-life insurance
companies are engaged directly in the distribution of
non-life insurance products. As of the end of March
2002, the number of “chokuhan-shain” reported was
6,818 (incl. figures of foreign insurance companies.).

c. Others

New direct distribution channels have been
introduced in the non-life insurance market such as
selling through newspapers, magazines, TV, DM
(Direct Mail), telemarketing, and internet-online-
sales. These types of distribution are mainly used by
foreign non-life insurance companies and newly-
established companies, especially in such areas as
automobile and personal accident insurance.

. R
o Insurance sales through internet [ )
Irrespective of the type of distribution system, for insurance products on web-sites, and then
insurance sales through the internet are categorized returning the application form signed by the cus-
into the following two types. tomer to the insurance company to finalize a
contract.
a. Booking an insurance contract on a web-site, and ) )
. ) b. Applying for insurance contracts, as well as set-
then meeting a sales person from a non-life , ,
. o tling an account electronically for payment of
insurance company or a non-life insurance agent , , , ,
} ) premiums on web-sites using credit card.
to conclude a contract, or requesting materials
- J

V. Distribution System



Investment Regulation

In order to ensure the sound operation of the insurance business and to protect policyholders’

interests, asset investment by insurance companies is regulated under the Insurance Business Law. The

Enforcement Regulation of the Insurance Business Law stipulates the kinds of investable assets and their

scope of investment as follows:

1 | scope of Investment

Paragraph 2 of Article 97 of the Insurance
Business Law and Article 47 of the Enforcement
Regulation provide that an insurance company
should invest money received as premiums or any
other assets within the following range:

1) Japanese securities, such as government bonds,
local government bonds, bonds issued by juridi-
cal persons organized under special laws or ordi-
nances, debentures, stocks, investment trusts, or
commercial paper (CP), etc. and/or foreign secu-
rities, such as government bonds, local govern-
ment bonds, stocks, beneficiary certificates, or
negotiable certificates of deposit, etc. of foreign
countries

2) real estate

3) monetary claims

4) short-term corporate bonds stipulated in

Paragraph 2 of Article 2 of the Law concerning

Book-Entry Transfer for Short-Term Corporate

Bonds

gold bullion

money loans (including call loans)

loans secured on the securities

investment related to union contract stipulated

in Article 667 of the Civil Law or anonymous

union contract stipulated in the Commercial Law
9) bank deposits or postal savings

10) money trust, monetary claims in trust, securities

trust, or real estate in trust

11) over-the-counter trading in securities derivatives,

transactions of securities index futures, securities
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options, or foreign market certificate futures
stipulated in Paragraph 8 (3) - 2 and Paragraphs
18 through 20 of Article 2 of the Securities and
Exchange Law

12) financial futures transactions stipulated in
Paragraph 9 of Article 2 of the Financial Futures
Exchange Law

13) trading in derivatives stipulated in Paragraph 1
(8) of Article 98 of the Insurance Business Law

14) foreign exchange futures transactions

15) any other sectors equivalent to those mentioned
above.

2 | Limits on Investment of Assets

Paragraph 1 of Article 97-2 of the Insurance
Business Law and Article 48 of the Enforcement
Regulation provide that, when an insurance company
invests its assets, the ratios of the respective kinds of
assets to the total assets or the assets equivalent to
special accounts for maturity-refund type insurance,
etc., shall not exceed those stated below.

a. Assets other than those equivalent to special
accounts for maturity-refund type insurance,
etc., are as follows.

1) Japanese stocks (including item 8) mentioned
in the above: 30%

2) real estate: 20%

3) assets in foreign currency: 30%

4) bonds, giving loans, and lending securities:
10%

5) assets invested similar to items 1) to 10) men-



tioned in the above: 3%

b. Assets equivalent to special accounts for maturi-

ty-refund type insurance, etc., are as follows:

1) Japanese stocks: 30%
2) assets in foreign currency: 30%

However, if approved by the Commissioner of
the Financial Services Agency, the above-men-
tioned ratios shall not apply.

In addition, Paragraph 2 of Article 97-2 of the

Insurance Business Law and Articles 48-3 of the

Enforcement Regulation provide that, in investing

assets of an insurance company into one and the

n(0)

same person/group or the “Major Shareholders”®’,
the ratios of respective kinds of assets to the total
assets or the assets equivalent to special accounts for

maturity-refund type insurance, etc., shall not exceed

those stated below.

C.

Regarding assets other than those equivalent to
special accounts for maturity-refund type insur-
ance, etc., the aggregate of the following assets
shall not exceed 10% of total assets. (The fol-
lowing item 2) and/or 4) shall not exceed 3% of
total assets.)

1) corporate bonds and stocks issued by one and
the same person/group

2) loans and lending securities to one and the
same person/group

3) deposits with one and the same person/group

4) guarantee of obligation for one and the same
person/group

5) assets related to trading in derivatives with
one and the same person/group

d. Regarding the assets equivalent to special

accounts for maturity-refund type insurance,
etc., the aggregate of the same asset items as
mentioned in the above c. 1) to 5) shall not
exceed 10% of the total of the special account
assets.

In addition, as regards assets other than those
equivalent to special accounts for maturity-
refund type insurance, etc., the aggregate of the
following assets shall not exceed 6% of total
assets. (The following item 2) and/or 4) shall not
exceed 2% of total assets.)

1) corporate bonds and stocks issued by the
“Major Shareholders” or one and the same
“Major Shareholder”

2) loans and lending securities to the “Major
Shareholders” or one and the same “Major
Shareholder”

3) deposits with the “Major Shareholders” or
one and the same “Major Shareholder”

4) guarantee of obligation for the “Major
Shareholders” or one and the same “Major
Shareholder”

5) assets related to trading in derivatives with the
“Major Shareholders” or one and the same
“Major Shareholder”

Regarding the assets equivalent to special
accounts for maturity-refund type insurance,
etc., the aggregate of the same asset items as
mentioned in the above e. 1) to 5) shall not
exceed 6% the total of the special account
assets.

(d) Any person or company that holds more than, in
principle, 20% of the total shares of an insurance
company or an insurance holding company.

VI. Investment Regulation



Underwriting Reserves

Underwriting reserves for non-life insurance companies in Japan include liability reserves, outstand-
ing loss reserves, and price fluctuation reserves. These reserves are set aside subject to the Enforcement
Regulation of the Insurance Business Law, the statement showing the basis of working out premiums
and underwriting reserves (hereinafter called the “Statement for premiums and underwriting
reserves”), the Enforcement Regulation of the Law concerning Earthquake Insurance, Notices in the
Gazette, the Administrative Guidelines issued by the Financial Services Agency, and the Special Taxation
Measures Law.

received during the fiscal year less claims paid

1 | Liability Reserves

and other expenses incurred under those con-

tracts for which the premiums have been
A. Ordinary Liability Reserves received in the course of the said fiscal year.

Unearned premiums are premiums for the unex-

For all lines of non-life insurance business except
Earthquake Insurance on Dwelling Risks and
Compulsory Automobile Liability Insurance
(CALI), non-life insurance companies must set
aside an amount of unearned premiums or the
“initial year balance”, depending on which is

pired portion of existing policies at the end of
the fiscal year minus reinsurance premiums, and
also less a portion of premiums already returned
or returnable, if any.

Catastrophe Reserves

greater, as their liability reserves.
Catastrophe reserves must be set aside by every

The “initial year balance” means premiums L _ _
class of non-life insurance, in accordance with

Catastrophe Reserves

Marine Hull and Aviation  Marine Hull and Aviation 80% 50%
Fire, Marine Cargo, Fire, Marine Cargo, Inland Transit, Windstorm
and Inland Transit & Flood, General Liability, Contractors’ All 50% 35%

Risks, and Movables Comprehensive

Automobile, Personal Accident, and
Miscellaneous Casualty (except for Windstorm
& Flood, General Liability, Contractors’ All

Automobile,
Personal Accident,
and Miscellaneous

. . . 509 159
Casualty Risks, Movables Comprehensive, Nursing Care & &
Expenses, Atomic Energy, Life Reinsurance and
Surety Bonds)
Nursing Care Expenses Nursing Care Expenses 50% 15%
Surety Bonds Surety Bond 50% 15%
Atomic Energy Atomic Energy Full amount of net
claims paid o
Life Reinsurance Life Reinsurance 100% —

(O 1) “Disposition of Reserves” occurs when the loss ratio exceeds the specified level as a group of business, the excess portion of the claims can be
withdrawn from the catastrophe reserves.
(O 2) “Ratio of Balance” means catastrophe reserves as a percentage of net premiums.
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the Notice in the Gazette No. 232 issued on
June 8, 1998, except CALI and Earthquake
Insurance on Dwelling Risks. The details of the
catastrophe reserves are shown in the table on
the previous page.

Reserves for Refunds

As regards policies issued with deposit premiums
of a provisional nature subject to adjustment
upon expiry of the policy period, and also poli-
cies issued for a premium on condition that the
whole or part of it be returnable upon expiry
without loss, sums required for refunds of such
premiums should be reserved at the end of every
fiscal year. As regards long-term comprehensive
insurance, Family Traffic Personal Accident
Insurance with Maturity Refund, and other
maturity-refund type (or savings type) insurance
policies which are written under an agreement
to receive a savings portion of premiums from a
policyholder at the outset and to refund it upon
maturity at a fixed rate of interest, the sum cor-
responding to the present value computed at
compound interest should also be reserved at
the end of every fiscal year.

Reserves for Dividends to Policyholders

For long-term comprehensive insurance, Family
Traffic Personal Accident Insurance with
Maturity Refund, and other maturity-refund type
(or savings type) insurance policies, any balance
between the sum of income arising from the
investment of the savings portion of premiums
combined with investment yield and the amount
which has been set aside as “reserves for
refunds” as explained in c. above, should be
reserved to provide for future payments of divi-
dends to policyholders.

Reserves for Earthquake Insurance and
CALI

As Earthquake Insurance on Dwelling Risks and
Compulsory Automobile Liability Insurance
(CALI) have their social public nature, and are
operated under so called a “no-loss, no-profit”
principle, any underwriting surplus and invest-
ment income obtained from their businesses are
set aside and reserved accumulatively.

The reserves for Earthquake Insurance on
Dwelling Risks under the Law concerning
Earthquake Insurance should be accumulated
with the amount equal to net premiums minus
net business expenses plus relevant investment
income. When claims occur, the amount equal
to net claims paid and outstanding loss reserves
shall be withdrawn from these reserves.

Reserves for CALI are composed of obligatory
reserves, adjustable reserves, reserves for invest-
ment income, and reserves for loading costs.
Obligatory reserves means pure premiums plus
assumed interest income arising from long term
contracts minus claims paid and outstanding loss
reserves. Adjustable reserves are accumulated
with obligatory reserves which are carried over 5
years.

Liability Reserves for Reinsurance
Contracts

As regards reinsurance premiums ceded to the
following entities, non-life insurance companies
can be exempted from establishing liability
reserves:

1) licensed domestic insurers in Japan, 2)
licensed foreign insurers in Japan, 3) unlicensed
foreign insurers which are deemed to pose few
risks to the sound management of ceding com-
panies in terms of the condition of business or
assets, etc.

VII. Underwriting Reserves



2 Outstanding Loss Reserves

A. Ordinary Reserves for Outstanding
Losses

Non-life insurance companies are required to
establish, at the time of closing their account,
outstanding loss reserves equal to the sum of
outstanding claims, premiums returnable, and
policyholders’ dividends payable for events
which have already occurred; and the said
reserves should include the sum for any claim of
cases still in dispute.

B. IBNR

IBNR (Incurred But Not Reported) reserves are
required for automobile insurance, personal
accident insurance, general liability insurance,
workers’ accident compensation insurance, and
life reinsurance. The details and the calculation
method of the IBNR are stipulated in a Notice in
the Gazette No. 234 issued on June 8, 1998.
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3 Price Fluctuation Reserves

With regard to stocks and other assets designat-
ed under the Enforcement Regulation of the
Insurance Business Law as those which may bring
about losses due to price fluctuations, non-life insur-
ance companies are required to lay aside the amount
calculated in accordance with the Enforcement
Regulation as price fluctuation reserves so that their
claims paying ability can be duly ensured. This does
not apply to cases where non-life insurance compa-
nies have obtained approval from the Commissioner
of Financial Services Agency to be exempted from
reserving the total or a part of the amount.

In addition, non-life insurance companies are
only allowed to dispose of price fluctuation reserves
in order to make up for a deficit when the amount of
losses resulting from the trade of stocks and other
assets exceeds the amount of profits accruing from
such trade.



V‘ ‘ ‘ Social and Public Activities

I y Bl Loss Prevention Activities

Prevention of accidents and disasters is a com-
mon concern, and various measures are being imple-
mented by central and local governments and their
related organizations. In view of the social and public
nature of its business, the non-life insurance compa-
nies and the Marine and Fire Insurance Association of
Japan have long been actively engaged in the follow-
ing accident and disaster prevention activities. These
aim to help strengthen the fire fighting facilities of
central and local governments, to promote accident
and disaster prevention consciousness among the
public and to protect traffic accident victims.

1

Strengthening of Fire Fighting
Facilities

The Association made the following donations

of fire fighting equipment to local municipalities in
fiscal 2001. (See Table 1 below.)

2

Activities to Promote Public Awareness
of Fire and Disaster Prevention

A. Symposia on disaster prevention

in fis

The Association held the following two symposia
cal 2001 as follows. (See Table 2 below.)

(Table 1)

Contributions to Enhance for Fire Fighting Facilities

Fire engines Donated to: local governments
O Aggregate number of fire engines contributed: 2,396
Vehicles for inspection and public 5 0O Aggregate number of major items contributed:
relations use e Vehicles for conveying staff 17
¢ Vehicles for inspection and public relations use 46
A set of videos which show fire one e VVehicles for commanding and supervising purposes 37
prevention activities complete e Bicycles for inspection and survey use 893
set e Electrically-powered bicycles 23
* Water tanks for fire extinguishing 139
e Models of human body for training use 507
e Portable wireless-telephone 1,800
e Digital telephotographic system one complete set
® Geographic information system & personal computer  one complete set
el i) e e PUmES 10 Donated to: municipalities related to isolated islands
O Aggregate number of items contributed: 446
Small-sized fire engines with 8 Donated to: municipalities related to isolated islands
automatic powered water pumps 0 Aggregate number of items contributed: 91
. . Given to: the Fire and Disaster Management Agency
Fire prevention posters 200,000 0 Aggregate number of items contributed: 27,250,000

Symposia on Disaster Prevention

(Table 2)
Jul. 5, 2001 Miyagi
Aug. 30, 2001 Tokyo

“How would you act if a huge earthquake struck?”
“What happens should a huge earthquake hit Tokyo?"”

800 participants
2,500 participants
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B. Support for disaster prevention activi-
ties promoted by housewives and orga-
nizations

The Fire and Disaster Management Agency and
the Association have given the “Housewife Fire
Prevention Expert” award to 777 housewives who
are volunteer leaders in promoting fire and disaster
prevention awareness in their region. In fiscal 2001,
the Association supported housewives’ activities in
192 regions involving 227,606 participants nation-
wide. It also supported activities promoted by 18 dis-
aster prevention organizations.

C. Lectures on fire and disaster prevention

In conjunction with local governments and local
fire departments, the Association held lectures by
scholars and experts on fire and disaster prevention
for the public at 37 locations across Japan in fiscal
2001. These lectures drew audiences totaling 10,665
people.

D. Fire prevention slogan contest

The Association conducted a fire prevention slo-
gan contest in cooperation with the Fire and Disaster
Management Agency which attracted 37,290
responses in fiscal 2001. The wining slogan was used
in 2002 national campaigns and was included on the
500,000 fire prevention posters given by the
Association to the Agency.

E. Publication of fire prevention materials

The Association issued and distributed the “Loss
Prevention Journal” (Quarterly). It also lent disaster
prevention videos to the public. These were loaned
out 307 times and the total viewers amounted to
18,832 in fiscal 2001.

F. Leaders training seminars on promotion
of disaster prevention

The Association held the “Leaders Training
Seminar on Promotion of Regional Disaster
Prevention Measures” in the following two cities in
Shizuoka Prefecture to help promote measures in
preparation for a Tokai earthquake.

Leaders Training Seminars on Disaster Prevention

Sep. 19 - Nov. 28, 2001
(every Wednesday, 11 sessions in total)

Dec. 11, 2001 - Feb. 26, 2002
(every Tuesday, 11 sessions in total)

Fuji

Yaizu

130 of the 162 initial participants receiving a certificate on
their successful completion of the course.
121 of the 145 initial participants receiving a certificate on
their successful completion of the course.

3 Traffic Accident Prevention
Activities

The Association conducts the following activities
for the prevention of traffic accidents and the protec-
tion of traffic accident victims:
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A. Promotion of public awareness of traf-
fic accident prevention

In fiscal 2001, the Association conducted a sur-
vey on “Public awareness and use of child-seatbelts”
and provided the survey results. It also issued a book-
let using the survey findings to promote the use of
child-seatbelts and raise public awareness on the pre-



vention of their misuse. The booklet was given to the
public through magazines for mothers.

B. Cooperation in traffic safety administration

The Association has supported the project of
producing infant safety education literature in which
the Cabinet Office takes a leading part. It has also
participated in public awareness promotion activities
by the “Traffic Safety Fair” and the “Conference on
Promotion of Seatbelts and Child-seatbelts” spon-
sored by the Cabinet Office.

C. Activities using Compulsory Automobile
Liability Insurance (CALI) investment
income

Since 1971, the Association has conducted the
activities below by utilizing investment income from

accumulated CALI funds. These activities are exam-
ined and determined by the Committee for the
Choice of the Expenditure of CALI Funds. This con-
sists of experts commissioned by the Association
Chairman and members of the CALI Council.
Decisions are also reported to the CALI Council.

D. Public relations for CALI

In order to broaden the public’s understanding
of the CALI system and to increase ownership of
CALI policies for small-sized motorbikes of 250 c.c. or
less, public awareness campaigns have been con-
ducted through the mass media since 1966. In fiscal
2001, the Association implemented public awareness
promotion activities through newspaper and internet
advertisements on the CALI system, promotion of the
use of CALI and announcement of the amendment
of the CALI system.

0 Traffic accident prevention measures (about 250 million yen disbursed)

¢ Contributions of traffic accident prevention equipment to prefectural police departments through the National Police Agency.

O Improvement of emergency medical services (about 830 million yen disbursed)

e Contributions of facilities for emergency medical services to the Japanese Red Cross, etc. (660 million yen)

e Contributions of high specification ambulances to local governments through the Fire and Disaster Management Agency.

(170 million yen)

O Protection of traffic accident victims (about 890 million yen disbursed)

¢ Assistance for free counseling service business by the Japan Center for Settlement of Traffic Accident Disputes. (780 million

yen)

e Assistance for scholarship business by the Traffic Accident Orphans Foundation (110 million yen)

O Measures for creating accurate permanent disability criteria (about 70 million yen disbursed)

e Assistance for the study on permanent disability by Keio University and others.

O Measures for medical expenses rationalization (about 190 million yen disbursed)

e Assistance for the educational program on the assessment of medical expenses by the Association and others.
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2

While internationalization and deregulation are
taking place, household and business risks continue
to diversify. In this situation, people expect the non-
life insurance industry to be expert on risk assess-
ment and well equipped to give pertinent sugges-
tions, to develop countermeasures on loss prevention
and to provide analysis on accidents and disaster
information. In response to increasing public expecta-
tions, the non-life insurance industry has conducted
studies and research activities on safety management
and loss prevention measures.

1 Study and Research on Security and
Loss Prevention

The Association implements the following study
and research activities as a way of contributing to
society.

A. Study and research on risks

The Association conducts study and research in
order to help prevent accidents and disasters and to
raise public awareness by collecting case studies
which analyze such risks as fire, explosion, automo-
bile accident and liability risks as well as natural and
environmental disasters. In fiscal 2001, the following
research results were published.

- Effective measures for traffic safety in business-
es

- Measures for medical security in hospitals

- Methods for the prevention and reduction of
loss caused by natural disasters (flood)

B. Investigation into laws and regulations
concerning safety management and loss
prevention measures in other countries

The Association has completed an investigation

into the laws and regulations concerning safety man-
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agement and loss prevention for fires, explosions,
and workers’ accidents in thirteen countries/regions
(the U.S.A., U.K,, Thailand, Germany, Malaysia,
Singapore, Australia, France, Taiwan, Indonesia,
Netherlands, China, and India). The reports of those
investigations are widely used by business entities
which plan to enter overseas markets to help them
with the establishment of their safety measures.

C. Study and analysis of claims data for
automobile insurance

The Marine & Fire Insurance Association statisti-
cally analyzed losses in Japan arising from traffic acci-
dents, using automobile insurance claims data col-
lected from non-life insurance companies. The results
were published in the report entitled the "Actual
conditions of traffic accidents as shown by automo-
bile insurance claims data, 2002”. These statistical
data provide a fuller picture of the impact of auto
accidents by giving details of the economic costs
involved as well as the number of bodily injuries and
physical damage.

2 Safety Promotion and Loss
Prevention Activities by non-life
insurance companies

Each non-life insurance company conducts dif-
ferent kinds of safety promotion and loss prevention
activities. The following are examples of these.

A. Examples of safety promotion and loss
prevention activities by non-life insur-
ance companies

- Giving various consultation services on risk
management

- Analyzing loss prevention measures by on site
inspection

- Giving proposals on loss prevention plans



- Holding seminars and providing various consul-
tation services

- Providing information on safety promotion and
loss prevention

B. Examples of traffic safety activities by
non-life insurance companies

- Providing diagnostic checks of the aptitude for
safe driving, and advice

- Providing diagnostic checks of the ability of risk
prediction in driving, and advice

- Providing computerized diagnostic checks on
the condition of accidents, and advice

3

Environmental issues are of such importance
that communities throughout the world must unite
in their efforts to deal with such issues. The non-life
insurance industry has actively come to grips with
environmental issues in order to ensure public safety
and security.

1 Response of Non-Life Insurance
Companies to Environmental Issues

A. Individual Non-Life Insurance Companies’
Response

The non-life insurance industry has developed

- Providing diagnostic checks of biorhythms for
safe driving, and advice

- Providing consulting services for safe driving
management

- Giving proposals on measures to promote traf-
fic safety

- Holding seminars on traffic safety and provid-
ing lecturers

- Planning accident zero campaign and support-
ing its implementation

- Holding automobile safety management semi-
nars

- Providing video, materials and information on
traffic safety

the “Non-Life Insurance Industry Action Plan for the
Preservation of the Environment” in response to the
“Keidanren Appeal on the Environment” issued by
the Nippon Keidanren, the Japan Business
Federation. In compliance with the Action Plan, each
non-life insurance company shares the common
recognition of the importance of the preservation of
the environment. Each company deals accordingly
with such issues as the reduction of the consumption
of paper resources, the provision of environment-
friendly non-life insurance products and services,
activities to raise public awareness and providing
information on the environment to society.

1. Understanding of Environmental Issues

An outline of Non-life Insurance Industry’s Action Plan
for the Preservation of the Environment (December 2000)

The Japanese non-life industry formulated its first action plan in November 1996, in response to the
“Keidanren Global Environment Charter” and the “Keidanren Appeal on the Environment”. This was subsequently
amended in December 2000, and an outline of the current plan is as follows:

A business corporation should get actively involved in environmental issues as a member of society. A healthy
global environment is the ground for the continuity of a corporation’s existence and a precondition for its lasting
business activities. Each company in our non-life insurance industry shares this understanding and is implementing
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measures to help preserve the environment based on our industry’s action plan and the “Coordination with soci-
ety” principle, one of the basic principles of the industry’s Code of Conduct for its members.

2. Action Plan
(1) Activities through insurance business
- Promoting the development and the dissemination of insurance products and services related to the environ-
ment;
- Promoting the recycling and the reduction of automobile waste such as the campaign for the promotion of
the use of recycled automobile parts and the repair of damaged parts instead of installing new replacements.

(2) Spreading information amongst the general public
- Providing the public with information and know-how which the non-life insurance industry accumulates on
environmental issues by holding seminars and open lectures, issuing publications and providing consulting
services.

(3) Measures to prevent global warming
- Furthering measures to save paper;
- Promoting measures to save energy resources such as electricity, gas, etc. in offices.

(4) Establishment of an efficient recycling system
- Improving the ratio of the use of recycled paper;
- Improving the ratio of the re-use of waste discharged from offices and in reducing final disposals;
- Promoting the recycling of expendable supplies for office automated machines and the purchase of environ-
ment-friendly goods.

(5) Education and raising awareness within the company
- Providing further education and training for employees regarding the preservation of the environment;
- Preparing for internal structures to support employees’ participation in such activities as volunteering for
environmental protection.

(6) Establishment of an environmental management system and its ongoing review
- Encouraging the use of the ISO environmental management system as a useful tool to promote all the above
activities and make them effective.

B. Survey on Responses by Non-Life Insur- ly recognized that measures taken against envi-
ance Companies ronmental problems have become more impor-
tant than before and should be promoted fur-

From fiscal 1995, the Association has conducted ther in the future.
a survey on the response of individual non-life insur- - Although the current level of measures taken
ance companies to environmental issues, and given for the reduction of paper resources by each
the results back to them, thus promoting their fur- non-life insurance company is fairly advanced
ther response to environmental issues. in its core business compared with other indus-
The Association conducted a survey on the mea- tries, each company makes every effort to raise
sures taken by non-life insurance companies and the the level of measures in its whole business area
Association in June 2002. An outline of the survey so that those measures can be established and
results is as follows: improved by providing and exchanging infor-

o mation on the environment.
- Each non-life insurance company has common-
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environmental impairment liability insurance.

2. Providing information outside the company

services on ISO 14001.

electricity and energy, etc).

4. Creation of recycling measures

protection

mental protection issues.

preservation of the environment

Individual non-life insurance companies’ responses to the environmental issues based on
the “Non-Life Insurance Industry Action Plan for the Preservation of the Environment”

1. Measures promoted in non-life insurance business
Non-life insurance companies market insurance products, which help to promote environmental protection,
such as automobile insurance with premium discount for environment-friendly automobiles (low emission vehicles),

Non-life insurance companies provide useful information for the preservation of the environment as part of
their risk management services by publishing information magazines, holding seminars and providing consultation

3. Measures against global warming (to help reduce the consumption of paper and energy resources)
In consideration of the nature of the non-life insurance business that consumes abundant paper resources,
and the effect of this on the environment, all the Association’s member non-life insurance companies take mea-

sures to reduce the consumption of paper. They also take measures to save resources other than paper (saving

Non-life insurance companies promote the use of recycled paper, especially for copying, facsimile and name
cards. They also promote the separation of wastepaper and the use of recyclable OA equipment at their offices.

5. Providing education within the company and activities for raising public awareness on environmental

Non-life insurance companies participate in activities for the preservation of the global environment, assist
activities by volunteer organizations and carry out activities aimed at educating and raising awareness on environ-

6. Establishment of an environmental management system and assessment of measures taken for the

Non-life insurance companies apply an environmental management system including that of the ISO to pro-
mote and make the actions taken as described above effective. 6 companies have obtained the I1SO 14001
Certificate, and several companies are considering acquiring the 1ISO 14001 Certificate.

2 Automobile Parts Recycling Campaign
and Automobile Parts Repair Campaign

The Association conducted an “Automobile
Parts Recycling Campaign” and an “Automobile
Parts Repair Campaign” from June to July 2001.

The aim of the “Automobile Parts Recycling
Campaign” is to raise the awareness of automobile
owners, and to promote the use by repair shops of
recycled automobile parts (used parts and reclaimed
parts). The aim of the latter “Automobile Parts Repair

Campaign” is to encourage automobile owners and
repair shops to promote the repair of damaged auto-
mobile parts such as resin car bumpers rather than
the replacement of those parts. In the fiscal 2001
campaign, campaign posters were displayed in non-
life insurance companies, automobile repair shops
and gas-filling stations, etc., and leaflets were distrib-
uted to automobile drivers.

The original campaign was launched in 1989 to
pioneer the repair and recycling of damaged resin car
bumpers, and since then the campaign’s targets have
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gradually expanded. In the 1994 campaign, three
parts, hoods, front fenders and doors, which have a
high damage frequency, were included into the pri-
ority list of repaired automobile parts. In 1995, the
campaign aim was extended to the use of whole
repaired automobile parts.

Following the establishment of the Law on
Recycling of Automobiles, public interest in the use
of recycled automobile parts has been promoted in
line with the increase of public awareness in the envi-
ronment. Through the above campaigns, the
Association has aimed to contribute to the solution
of environmental problems by promoting the effec-
tive use of material resources, and reducing industrial
waste, while reducing automobile owners’ cost in the
repairing of automobiles. The Association initiated
these campaigns with the support of the Ministry of
Land, Infrastructure and Transport, the Ministry of
the Environment, the Ministry of Economy, Trade and
Industry, the Japan Automobile Service Promotion
Association, the Japan Automobile Repair Union
Federation and the Japan Automobile Dealers
Association.

The Association also carried out these cam-
paigns from June to July in 2002.

3 The Association’s acquisition of the
ISO 14001 Certificate

The Association has become the first financial
trade body in Japan to obtain the ISO 14001
Certificate, the international standard on a manage-
ment system of the environment. (The Association
obtained the ISO 14001 Certificate for its headquar-
ters and Tokyo branch office on September 21,
2001.)

In line with its Environmental Policy, the
Association is furthering its activities to raise environ-
mental awareness among the public. These activities
include holding symposia and lectures and issuing
publications related to environmental issues, and to
reduce material resources including electricity, gas,
tap water and paper. It also endeavors to publicize its
activities for the preservation of the environment
through its own publications and website.

An out line of the Association’s Environmental Policy
(released on April 2, 2001, and partially revised on July 2, 2001)

1. Fundamental Idea

The Marine and Fire Insurance Association of
Japan shall actively address the preservation of global
and community environments by establishing its envi-
ronmental management system and continuing to
improve it based on the “Non-Life Insurance Industry’s
Action Plan for the Preservation of the Environment”.
This Action Plan was drawn up taking into account the
“Keidanren Global Environment Charter” and the
"Keidanren Appeal on the Environment” which were
prepared by the Nippon Keidanren, the Japan Business
Federation.

2. Guidelines for Environmental Activities

Recent large-scale natural disasters are said to
have resulted from changes in the global environment.
This fact seriously affects the non-life insurance busi-
ness itself. Therefore, the Association shall promote

Part Il General Information

the industry’s efforts to cope with the improvement of
the environment. We wish to tackle this issue by
appealing to our society through the following activi-
ties.

(1) Promoting environmental awareness activities
inside and outside of the industry through lec-
tures and publications, and broadly announcing
the Association’s activities for the preservation of
the environment

(2) Promoting activities to save electricity, gas, tap
water, paper, etc., in terms of resources and
energy, and to reduce and recycle wastes, there-
by reducing the load on the environment and
protecting against environmental pollution

(3) Complying with laws, regulations and guidelines
related to the preservation of the environment



4

The Association has promoted Non-Profit
Organization (hereinafter refer to as “NPO") activi-
ties, targeting such areas as safety measures, loss
prevention and environmental protection by estab-
lishing the “NPO Promotion Group” within the
Association in April, 2000. It has also actively encour-
aged employees of non-life insurance companies to
participate in voluntary activities to support those
NPO activities.

1 Encouragement of Staff Members
of Non-Life Insurance Companies to
participate in Voluntary Activities

The Association has planned and held various
seminars to give staff of non-life insurance compa-
nies opportunities to take part in voluntary activities,
in order to promote understanding and encourage
them to participate in voluntary activities. In fiscal
2001, the Association carried out such activities as
“Beach Clean-ups” where participants collected the
garbage on beaches. It also held a seminar titled
“Eye Mate”, where participants understand and get
close to the work of seeing-eye dogs.

With the cooperation of its staff, the Association
also provided hospital wards in national hospitals
with 170 paper waste bags made from old newspa-
pers and leaflets.

“Beach
Clean-ups”

The seminar
"Eye Mate”

2 Promotion of activities by NPO and
Volunteer Organizations

A. Holding symposia and lectures for NPO
activities

The Association held the following symposia and
lectures on the environment, rescue activities in dis-
asters and risks related to NPO activities. The
Association was able to promote and share with the
general public and people involved in NPOs, a com-
mon understanding of the importance of NPO activi-
ties and other volunteer organizations.

NPOs Symposia

May 16, 2001 Hamamatsu

citizen and businesses”
Nov. 19, 2001 Tokyo
Jun. 17, 2002 Tokyo

“Improvement of the environment promoted by the partnership of NPOs,

“Various risks surrounding NPOs and measures against those risks”
“Risks of NGOs who conduct relief operations overseas”

160 participants

170 participants
180 participants

VIII. Social and Public Activities



NPO Lectures

"Coordinated actions in the field of environment affairs by businesses and
NPOs”

“Risk management for NPOs”

Jun. 4, 2001 Tokyo 50 participants

Oct. 13, 2001 Nagoya 20 participants

“What do you do in case of emergency? - Think about voluntary activities

Dec. 1, 2001 for the prevention of disasters.”

Takamatsu 300 participants

Apr. 17, 2002 Nagano “Risk management for NPOs” 40 participants

B. Publishing guidebooks for NPO

The Association published guidebooks about
NPO activities and reports on our NPO symposia.
These publications were distributed to assist the activ-
ities of the Social Welfare Councils and Volunteer
Centers (about 60 organizations) all over Japan. They
were also distributed to individuals involved in NPOs.
The following publications were issued.

- Guidebooks: “Let’s start! Voluntary Activities”,
“Risk Management for NPO".

- Reports on symposia: “Risks on NPO activities
and the role of volunteers in disasters”,
“Environment improvement promoted by the
partnership of NPOs, citizens and businesses”,
“Various risks surrounding NPOs and measures
against those risks”, “Risks of NGOs who con-
duct relief operations overseas”.

C. Voluntary activities for collecting used
telephone cards, etc.

Since 1996, the Association has collected, with

£)

To raise awareness of the essential functions of
non-life insurance, the Association has continued to
provide the public with pertinent information on
non-life insurance through the mass media and lec-
tures. The Association also devotes itself to two-way
discussions with consumer groups, etc.
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the cooperation of its staff, used telephone cards.
These are exchanged for money, and donated them
to NPOs and other volunteer groups which carry out
activities to assist refugees and people in need of
help. In fiscal 2001, the Association added used post
cards and stamps to the collected items. These items
were given to “JOICFP”, an organization for interna-
tional cooperation in family planning, and to “WWF
Japan”, a nature conservation organization.

D. Providing display materials for promo-
tion campaigns organized by NPOs and
voluntary groups

The Association supported promotion cam-
paigns for NPOs and voluntary activities by providing
visual aids and holding quizzes at their festivals
including the “10th National Volunteers Festival in
Kanagawa” held in September 2001 and the
“Volunteers Festival in Kagawa".

1 | Communications and Dialogue

A. Non-Life Insurance Round Table

The Association holds a Non-Life Insurance
Round Table as a forum for experts drawn from every



field of society. The aim of the Round Table is to col-
lect a wide range of views and exchange opinions on
what non-life insurance should be, and to utilize
those opinions for the future direction of the non-life
insurance business. In fiscal 2001, the Round Table
was held in June 2001 and January 2002.

B. Meetings with opinion leaders

The Association holds regular meetings with
opinion leaders from the news media, consumers,
and other organizations all over Japan to listen to
their views and advice on non-life insurance activities.
In fiscal 2001, 19 meetings with news media repre-
sentatives, 24 meetings with administrators of local
consumer centers, and one meeting with leaders of 5
major consumer organizations were held.

C. Lectures for consumers

The Association sends non-life insurance lectur-
ers to consumer study meetings held under the spon-
sorship of local consumer centers and gives presenta-
tions on such themes as dealing with domestic risks
and the role of non-life insurance. In fiscal 2001,
those meetings were held in 57 locations with a total
audience of 4,018.

D. Training courses for consumer consulta-
tion staff

The Association holds training courses to provide
consumer consultation staff with lectures on basic
insurance. In fiscal 2001, such courses were held in
Gunma, the Metropolitan area, Yokohama, Osaka,
Kobe, Fukuoka, Kumamoto, Kagoshima and
Okinawa with a total audience of 158.

E. Consumers’ Monitoring System

The Association has appointed consumer moni-
tors invited from the public to get feedback on non-
life insurance and the non-life insurance industry’s
activities. In fiscal 2001, the Association conducted 3

surveys on the level of satisfaction with responses
given by non-life insurance companies and agents,
the level of recognition and value of advertisements
run by the Association, etc., and held 6 discussion
meetings in Sapporo, Tokyo, Osaka and Fukuoka,
with 150 monitors.

In fiscal 2002, the Association launched the
reviewed monitoring system, the “Monitor Club
Sonpo” with 450 monitors to collect frank opinions
and consumer requests on non-life insurance and
incorporate them into the future non-life insurance
business.

2 | Cooperation with Schools

Various approaches are used to raise awareness
among senior high school students.

A. Essay contest on non-life insurance by
senior high school students

The Association held a non-life insurance essay
contest with the aim of raising students’ awareness
of security and disaster protection and promoting an
understanding of non-life insurance. In fiscal 2001,
11,087 applicants from 171 senior high schools took
part in the 39th essay contest entitled “Safety and
Security in Life"”.

B. Training program for teachers

Aimed at broadening teachers’ awareness of
business life, teacher training programs have been
run by the Keizai Koho Center (the Japan Institute for
Social and Economic Affairs), since 1999. The
Association has accepted teachers from the Tokyo
Metropolitan Board of Education and provided them
with lectures on the current situation of the non-life
insurance industry, the roles of the Association, non-
life insurance in general, and a tour through related
organizations and facilities. In fiscal 2002, the train-
ing program was given from July 29 to 31, 2002,
with 10 participants.

VIII. Social and Public Activities



C. Lectures for senior high school stu-
dents, teachers, etc.

In response to requests, the Association has sent
lecturers to meetings at senior high schools held for
students, parents, and teachers to promote the
mechanism and role of non-life insurance on such
themes as traffic accidents and compensation for
damages. In fiscal 2001, those meetings were held at
68 senior high schools with a total audience of
18,748.

In addition, the Association sent lecturers to
study meetings for senior high school teachers in
cooperation with local educational study organiza-
tions. In fiscal 2001, such meetings were held in 11
locations.

D. Publication of “Senior High School
Educational Material”

For proper guidance in understanding non-life
insurance at senior high schools, the Association has
issued a quarterly “Senior High School Educational
Material” brochure and distributed copies to senior
high schools throughout Japan. The Material con-
tains information on trends in non-life insurance and
relevant issues and is designed mainly for teachers of
civic education, commerce and home economics as a
guide for lessons or homerooms.

E. Lectures for college and professional
school students

In response to requests, the Association has sent
lecturers to meetings at universities, junior colleges
and professional schools in order to provide basic
information on non-life insurance. In fiscal 2001,
such meetings were held at 3 colleges and schools.

3 | Advertising

Through the mass media, the Association has
provided the public with various kinds of information
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on non-life insurance, traffic safety and disaster pre-
vention. In fiscal 2002, the Association started a TV,
newspapers and poster campaign to provide the
public with information on the revision of earthquake
insurance on dwelling risks and to expand the num-
ber of earthquake insurance on dwelling risks policy-
holders.

4 | Information Dissemination

A. Bound volumes of disclosure materials
of each non-life insurance company

To provide customers with sufficient information
on non-life insurance, the Association bound copies
of disclosure materials of the Association’s member
non-life insurance companies in single volumes and
presented them to consumer administrative organiza-
tions all over Japan and to major consumer groups. It
also issued a booklet for the guidance of non-life
insurance companies’ disclosure materials, the
“Guidance on the Disclosure Materials of Non-Life
Insurance Companies”, and distributed it to these
organizations and groups.

B. Publication of PR booklet “Sonpo”

For the consumer administrative organizations
and consumer groups, the Association issued the
bimonthly “Sonpo” (Non-Life Insurance) publication
which took up topics to do with the non-life insur-
ance business and related issues, and distributed it to
these organizations and groups.

C. “Consumer Guidebook on Automobile
Insurance”

The Association provided the consumer adminis-
trative organizations and consumer groups with a
“Consumer Guidebook on Automobile Insurance”,
and distributed it to consumer administrative organi-
zations nationwide and to major consumer groups.



D. Provision of materials on non-life insur-
ance

In response to requests from consumer adminis-
trative organizations and senior high schools, etc, the
Association provided publications describing non-life
insurance and loaned videos and films.

E. Provision of “Guide Book on Non-Life
Insurance in Daily Life”

In response to every day insurance products such
as fire, automobile, and personal accident insurance,
the Association issued the “Guide Book on Non-Life
Insurance in Daily Life”, which outlined these kinds
of insurance products, and gave key points to consid-
er when taking out insurance contracts. The Guide
Book was distributed to consumer administrative
organizations nationwide, major consumer groups,
and to participants in meetings held by those organi-
zations.

F. Provision of a pamphlet on earthquake
insurance

In order to promote an understanding and
knowledge of earthquake insurance on dwelling
risks, the Association provided a pamphlet,
“Earthquake Insurance on Dwelling Risks which pro-
tect my home”, for consumer centers all over Japan
and major consumer organizations.
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Japanese page “http://www.sonpo.or.jp”

G. Publication of literature on compensa-
tion problems

The Association compiled a leaflet entitled “For
Traffic Accident Victims” to give traffic accident vic-
tims pertinent advice on compensation problems.
Copies of it have been distributed to Automobile
Insurance Claims Counseling Centers in each prefec-
ture and city. Likewise, complying with a request
from the National Police Agency, a textbook,
“Knowledge of Compensation for Damages”,
designed for driving safety managers training has
been compiled and distributed to prefectural police
departments.

H. Provision of information via Association
Website

As demands for speedy and up-to-date informa-
tion on the non-life insurance business increase, the
Association has opened its own website on the inter-
net to be used as a general information center of
non-life insurance. The Association improved the
contents in December 2001 to provide much useful
basic information on non-life insurance, Frequently
Asked Questions, information on traffic safety and
loss prevention, and statistics, etc. The website is also
linked to other sites such as those of non-life insur-
ance companies, foreign and domestic insurance
organizations, and administrative organizations, etc.

The URL of our homepage is “http://www.sonpo.
or.jp”. (The URL of our English page is “http://Awvww.
sonpo.or.jp/english/english.html”.)

"http://www.sonpo.or.jp/english/english.html”
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Activities to prevent Insurance Fraud

The proliferation of cases of insurance fraud and rapidly increasing automobile thefts could badly

affect the security of public life, and could lead to a deterioration in the loss ratios of insurance compa-

nies, thus harming the interests of their honest policyholders.

In this context, the non-life insurance industry is taking every step to prevent insurance related

crimes, in order to maintain public confidence in the non-life insurance business as well as to contribute

to the safety and security of civil life.

1

1 Situation of automobile theft
in Japan

In recent years, automobile theft has been on
the increase in the major urban areas of Japan.
According to a survey conducted by the National
Police Agency, the number of automobile thefts
recorded hovered around 35,000 for several years,
but then rose to 43,092 in 1999 before soaring to
63,275 in 2001. International organized crime syndi-
cates are behind the theft of many cars with the
profits from the export of stolen vehicles becoming a
major source of income for criminal gangs. An addi-
tional problem is that stolen automobiles are often

used in secondary criminal offences. These develop-
ments have transformed automobile theft into a seri-
ous social problem.

The amount of claims paid under the physical
damage coverage of automobile insurance has
increased in recent years. In fiscal 2001, the amount
of claims paid reached 59.3 billion yen. Although the
upward trend in both the number of automobiles
stolen and the amount of claims paid for automobile
theft has been halted, these levels are still high. If this
situation continues, premiums for coverage of auto-
mobile theft may be raised or the scope of coverage
narrowed down, thus adversely impacting honest
policyholders.

Developments in number of stolen automobiles

60,000
50,000
40,000
34,740 35684 34735 35730
30,000

20,000

10,000

33,722

1992 1993 1994 1995 1996

63,275
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43,092

34,489 3>884

1997 1998 1999 2000 2001 (Year)

Source: National Police Agency
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Developments in amount of automobile claims paid

(billion yen)
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The Association has carried out various activities

2 | Measures taken by the Association

relevant government authorities and industries.

to prevent automobile theft, in cooperation with the

Overview of automobile theft prevention measures taken by the non-life insurance industry

1994

Feb. 2000

Jan. 2001

Mar. 2001
Apr. 2001
Jun. 2001

Jul. 2001

Aug. 2001

Sep. 2001

Nov. 2001

Jan. 2002

Apr. 2002

The Osaka branch office (the current Kinki branch office) of the Association started to take measures for the pre-
vention of automobile theft on its own initiatives.

The head office of the Association became actively involved in the prevention of automobile theft. The
“ Automobile Theft Prevention Project Team” was established.

The Association implemented a checking system for the prevention of stolen automobile export in conjunction with
cargo tally corporations engaged in tallying at ports.

Survey on condition of automobile theft in the U.K. was carried out.

The “Automobile Theft Prevention Office” was established within the Association.

The Association started its activities to promote awareness of the automobile theft problem through meetings with
opinion leaders and mass media.

Non-life insurance companies introduced premium discount system for automobiles with immobilizers. (Twelve
companies had introduced the premium discount system by July 2002)

The Association submitted its requests for measures to prevent automobile theft to the “Promotion Headquarters
Combating International Organized Crime” of the government.

The Association announced its automobile theft prevention proposals. The Association participated in the “Joint
Automobile Theft Prevention Project Team” formed jointly by the government and the private sector.

The Association published the following survey results in order to raise public awareness on automobile theft prob-
lems.

O Survey on awareness of automobile users

O Survey on condition of automobile theft claims

The “Joint Automobile Theft Prevention Project Team” developed its “Action Plan for the Prevention of Automobile
Theft”.

The Association implemented its public awareness campaign for the prevention of automobile theft.

The Association participated in local automobile theft prevention councils established in each prefecture which
deliberate suitable measures for each region to prevent automobile theft.

IX. Activities to prevent Insurance Fraud




In 2002, the upward trend in automobile thefts
was halted. The number of automobile thefts from
January to September amounted to 45,799, 3.1%

2

The high frequency of undue and false insurance
claims which abuse the insurance system will harm
the interests of many honest policyholders, and could
become a primary factor which prevents the appro-
priate management and sound development of the
insurance system.

To combat such fraud, the non-life insurance
industry has been actively involved in the following
schemes.

A. Promotion of activities by the “Non-Life
Insurance Crime Prevention Councils”

“Non-Life Insurance Crime Prevention Councils”,
comprising representatives from the local police
departments and non-life insurance companies,
have been established in 47 urban and rural pre-
fectures. The Councils are promoting informa-
tion exchange to eliminate insurance fraud, and
help the police in their criminal investigations.

B. Information exchange on false appli-
cations for insurance claims

Non-life insurance companies are exchanging
information on undue and false applications for
insurance claims; this mutual cooperation has
helped to prevent insurance fraud. In particular,
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down from the previous year. This may be due to the
effects of the cooperative measures taken by govern-
ment and the private sector.

the non-life insurance industry operates an
industry-wide information exchange system for
claims on personal accident insurance and auto-
mobile insurance. This system supplements the
procedures for examining multiple claims appli-
cations to more than two insurance companies.
(Note) The non-life insurance industry has also operated
the “Registration System of Contract Terms of
Personal Accident Insurance” which is used as
reference information for renewals of contracts or

payments of claims by non-life insurance compa-
nies to prevent false applications for claims.

Cooperation with police departments

In order to respond smoothly to inquiries from
police investigations, insurance companies hold
meetings periodically to exchange opinions on
the prevention of insurance fraud.

Holding seminars on the prevention of
false applications for insurance claims

With the participation of lecturers such as schol-
ars or police experts on insurance fraud, the
Association holds seminars which examine con-
crete instances of undue and false applications
for insurance claims.



Requests and Proposals

1

Every year, the Marine and Fire Insurance
Association of Japan carries out activities to realize the
non-life insurance industry’s requests for tax reform.
The industry’s tax reform requests are aimed at realiz-
ing a secure and affluent society by promoting self-
help through the dissemination of non-life insurance
and the sound development of the non-life insurance
business. In fiscal 2002, the Association submitted the
“Requests for Fiscal 2003 Tax Reform” to the authori-

ties and parties in order to respond appropriately to
the structural reform of the economy and contribute
to the achievement of economic growth and to a
secure and stable society. The requests include: 1)
Abolition of dual taxation on dividends, 2) Creation of
a tax deduction system on premiums which responds
to changes in social needs, and 3) Creation of tax
exemption measures for CALI liability reserves of
investments. An outline of the requests is as follows:

gross revenue which is subject to taxation.

a. Treatment under the Income Tax Law:

b. Treatment under the Local Tax Law:

combined.

An Outline of Tax Reform requests for Fiscal 2003

1. Elimination of double taxation on received dividends

- To exempt interest arising from savings premiums accounts of non-life insurance companies from the deduc-
tion of interest on borrowed funds®’, as the account assets are not invested in stocks.

- To raise the exclusion rate from 50% to 100% for the exclusion of dividends from gross revenue.

(O) Under this system, interest on borrowed funds which are invested in stocks is excluded from the deduction of

2. Creation of premium tax deduction systems which respond to changes in society

- To create a premium tax deduction system to be applied to medical expenses insurance, nursing care
expenses insurance, individual annuities and accident insurance, which will enjoy tax deductible limits of
100,000 yen under the Income Tax Law and of 70,000 yen under the Local Tax Law, thus promoting self-
help efforts of individuals to supplement the social security system.

- To create a premium tax deduction system for Earthquake Insurance on Dwelling Risks with tax deduction
limits of 50,000 yen under the Income Tax Law and of 35,000 yen under the Local Tax Law, thus promoting
self-help efforts of individuals to prepare for an earthquake.

(O) Current premium tax deductible limits for non-life insurance
The premium tax deduction is applied to fire insurance and personal accident insurance, etc. up to 15,000

yen for maturity-refund type policies with an insurance period of more than ten years, 3,000 yen for other
short-term policies, and 15,000 yen for both combined.

The premium tax deduction is applied to the above insurance up to 10,000 yen for maturity-refund type policies
with an insurance period of more than ten years, 2,000 yen for other short-term policies, and 10,000 yen for both

X. Requests and Proposals



fire insurance and others.

3. Creation of tax exemption measures for liability reserves which correspond to investment income
from Compulsory Automobile Liability Insurance premiums
4. Improvement of the system for catastrophe reserves

- To raise the present non-taxable rate of catastrophe reserves from 3/100 to 5/100 of the net premiums on

5. Introduction of tax measures for defined contribution pension plans

- To abolish the Special Corporation Tax on contributions by employers, those by beneficiaries of an Individual-

Type to defined contribution pension plans, and investment yields arising from those contributions.
- To raise the limit of the amount of contributions to defined contribution pension plans.

6. Extension of carry-over period of deficits, re-application of refunds by carry-back of deficits, and
extension of period of refunds by carry-back of deficits

7. Introduction of tax exemption measures to the Real Estate Acquisition Tax and the Special
Landholding Tax applied to the transfer of assets from a failed insurance company to the reliever
subsidiary insurance company of the Policyholders Protection Corporation

2

In order to promote comprehensive regulatory
reform, the government decided at the Cabinet
meeting in March 2001 to implement the new 3-
Year Regulatory Reform Promotion Plan from April
2001, and it also established in April 2001 a new
organization to promote the plan called the Council
for Regulatory Reform. The Association submitted its
37 request items for regulatory reform covering 12
fields to the Nippon Keidanren, the Japan Business
Federation in June 2001. This was in response to the
Federation’s solicitation of requests on regulatory
reform which urge the government to cope with the
new reform issues as well as to implement the
reform items of the plan. In September 2001, the
Association also submitted these requests to the gov-
ernment’s Council for Regulatory Reform. The 11
items contained within the Association’s requests
were incorporated into the Federation’s “Regulatory
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Reform Requests for Fiscal 2001" which was submit-
ted to the government in October 2001.

In March 2002, the Cabinet approved the
revised 3-Year Regulatory Reform Plan, which reflect-
ed the “First Recommendations on Promotion of
Regulatory Reform” formulated by the Council and
requests from various sectors including those from
abroad. Then in July 2002, the Council drew up the
interim report for the second set of recommenda-
tions to be included in the revision of the 3-Year Plan
which will be decided in March 2003. The Council
will continue to deliberate its recommendations in
order to finalize them by December 2002. Following
these moves, the Federation again solicited requests
for fiscal 2002 from its member corporations and
organizations. The Association submitted its 29
reform request items in July 2002.



The Non-Life Insurance Industry’s Regulatory Reform Requests for Fiscal 2001
(covering 12 fields)

. To expand the scope of the core business area of insurance companies.
. To ease the outsourcing of insurance companies’ business to help them rationalize and improve their effi-

ciency.

. To review the examination procedures to help insurance companies develop their products rapidly.

4. To deregulate the examination system for insurance products and to permit the standardization of general

policy conditions.

. To ease regulations on the solicitation of insurance products.

6. Requests for the promotion of the rationalization and efficiency of insurance solicitation channels.

7. To expand the scope of the business area for the subsidiary company and/or associate company of an insur-

ance company.

. To ease the regulations on the holding of stocks and on the income dependency of the subsidiary company

and/or associated company of an insurance company.

. To expand the scope of the ancillary business of insurance companies to help improve their services and

strengthen their competitiveness.

. To ease the regulations on the overseas subsidiary company of an insurance company so that it can

strengthen its international competitiveness.

. To review and deregulate conditions to promote the use of electronics as a means of business for insurance

companies. (in the field of information and communication)

. To promote the deregulation of the defined contribution pension plan system in order to help its dissemina-

tion.

X. Requests and Proposals
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Under defined-contribution pension plans, the public pension system.
amount of benefits to be paid in the future will Following the implementation of the system, the
depend on the results of the investment choices Association submitted the following 4 requests on
made. This new type of plans was introduced in the plans to the Ministry of Health, Labour and
October 2001, as a new alternative to the current Welfare in August 2002.

defined-benefit pension plans which supplement the

Association’s Requests for the Defined Contribution Pension Plan System

1. To raise the limit of the amount of contribution

A request was made to raise the following current limit of the amount of contribution:
- Corporate-Contribution Type: 432,000 yen”" and 216,000 yen®™? per year
- Individual-Contribution Type: 816,000 yen®? and 180,000 yen®* per year

(O 1) Beneficiaries of a corporation that has not introduced its defined benefit corporate pension plan (so-called
No. 2 Insured)

(0 2) Beneficiaries of a corporation that has already introduced its defined benefit corporate pension plan (so-
called No. 2 Insured)

(O 3) Self-employed beneficiaries (so-called No. 1 Insured)

(0 4) Beneficiaries who have no opportunities to use a corporate defined benefit pension plan nor a Corporate-
Type Defined Contribution Pension Plan (so-called No.2 Insured)

2. To abolish the Special Corporate Tax
A request was made to abolish the Special Corporate Tax which charges contributions by employers, those
by beneficiaries of an Individual-Contribution Type, and investment yields arising from those contributions.

3. To introduce matching contributions

A request was made to introduce the system where additional contributions by individuals for a Corporate-
Contribution Type and those by a corporation for an Individual-Contribution Type can be matched respec-
tively with existing contributions.

4. To expand eligible beneficiaries

A request was made to permit households and public servants, etc. who are currently not eligible to become
beneficiaries under the system.
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Since non-life insurance companies entered into
the Zaikei Savings (i.e. workers' assets formation sav-
ings) system in 1988, the Association has requested
the Ministry of Health, Labour and Welfare to

improve the Zaikei Savings system every year.
Regarding fiscal 2002, the Association submitted the
following 6 request items to the Ministry of Health,
Labour and Welfare in August 2002.

as follows:

2. Request related to taxation system

for both combined).

3. Request related to procedures

Association’s Requests for the Zaikei Savings (Workers' Assets Formation ) System

1. Request related to the Law on Promotion of Workers’ Assets Formation and its regulations

- To give flexibility to the requirements for the Zaikei Annuity Savings and the Zaikei Housing Savings system

a. Raising the age eligibility to join these systems from a ceiling of 55 to a ceiling of 60 for the Zaikei
Annuity Savings and the Zaikei Housing Savings.

b. Extending the deferment period from within 5 years to within 10 years for Zaikei Annuity Savings.
Allowing more than 2 contracts for the Zaikei Annuity Savings and the Zaikei Housing Savings.

d. Enabling partial repayment in the case where the balance carried forward is too much under the Zaikei
Savings system when a person changes occupation and the amount is too large to cede the Zaikei

Annuity Savings and/or the Zaikei Housing Savings account to that for the new occupation.

- To improve the tax system on the Zaikei Savings system, i.e. to raise the present tax-exempt limits (5.5 mil-
lion yen for the Zaikei Housing Savings, 3.85 million yen for the Zaikei Annuity Savings and 5.5 million yen

- To give application flexibility for the Zaikei tax-exempt measures, i.e. the requirement for filling “the names
of an applicant’s work place and its address” in the application form shall be eased to filling “the names of

the head office or principal office of an applicant’s work place and its address” in the form.

5

In line with the increase in social discussions
about the aging society, the Association has submit-
ted the industry’s requests and proposals to the
Ministry of Health, Labour and Welfare several times
since 1994.

The Public Nursing Care Insurance Law took
effect in April 2000, and the Association submitted
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the following three requests to the Ministry of
Health, Labour and Welfare in August 2001, in order
to promote private nursing care insurance to supple-
ment the public nursing care system. These promo-
tion measures help prepare for the aged society and
create a vital society.

In relation to this, the Association prepared in



June 2000 a pamphlet which stresses the necessity of
self-help efforts in an aging society as well as the
deepening of public understanding of the Public

Nursing Care Insurance System. These copies were
distributed to consumer centers, high schools nation-

wide and other concerned parties.

tem, for example, private nursing care insurance.

Association’s Requests for Measures to provide the Elderly with Care Services

1. Request to promote private nursing care insurance

- To create a new tax deduction system for premiums of products which supplement the social security sys-

2. Request to promote better nursing care service provisions

- To realize deregulation to increase the private service providers’ participation in nursing care service business.
This means that as a measure to prepare infrastructure, non-life insurance companies will be able to enter
the nursing care and welfare service business including the care management business.

3. Request to disclose statistical data on nursing care

- To disclose statistical data on nursing care which are held by the government.

6

The Association submitted the following
requests and proposals as part of Association’s mea-
sures for the prevention of automobile theft.

1 Requests submitted to the Promotion
Headquarters Combating International
Organized Crime (August 22, 2001)

On July 10, 2001, the Association submitted its
requests for the deliberation of the following two
items to the “Promotion Headquarters Combating

International Organized Crime” established in the
Cabinet. These requests have taken into account the
results of measures the Association has carried out so
far.

As a result of deliberations taken by the
Promotion Headquarters, the “Joint Automobile
Theft Prevention Project Team” comprising of 4 gov-
ernment agencies and 9 private organizations was
established on September 18, 2001 to discuss com-
prehensive measures to prevent automobile thefts
and the export of stolen vehicles.

X. Requests and Proposals



Association’s Requests submitted to
the Promotion Headquarters Combating International Organized Crime

1. Establishment of a checking system for prevention of automobile thefts by providing the customs
office with stolen automobiles data possessed by police

In order to improve the checking system at ports jointly operated by the Association and cargo tally corpo-
rations™, for the prevention of stolen automobile exports, the Association requests the following measures:

To provide the customs office with all stolen automobiles data collected by the police
b. To establish a system to check stolen automobiles in clearing procedures at all customs offices by matching
inspection information with all data provided by the police.

(Note) The above requests were incorporated into the “Action Plan for the Prevention of Automobile Theft” devel-
oped by the Joint Automobile Theft Prevention Project Team in January 2002. In the Action Plan, the follow-
ing measures are identified as part of the measures to prevent stolen automobile exports; The relevant agen-
cies will study a practical method of providing customs offices with stolen automobiles data collected by the
police and automobile registration data possessed by vehicle inspection offices. They will then strengthen the
checking system for the prevention of stolen automobiles exports at customs clearance.

(O) The checking system jointly operated by the Association and cargo tally corporations
Under the system, the Association provides cargo tally corporations with stolen automobiles data reported to
non-life insurance companies from policyholders, then the system identifies stolen automobiles by matching
data of automobiles tallied at ports with stolen automobiles data provided by the Association.

2. Establishment of the joint team comprising of government and the private sector

The Association sent a research team and carried out a survey on the situation of automobile thefts and
measures taken in the U.K., where stolen Japanese automobiles are exported most, and where various measures
have been taken to reduce the number of automobiles stolen. One of the survey findings was the Vehicle Crime
Reduction Action Team (VCRAT) jointly formed by the U.K. government and the private sector that had per-
formed very effectively on the prevention of automobile theft. The Association now requests a joint team com-
prising of government and the private sector to be established here in Japan.

2 Proposal for Promotion of
Automobile Theft Prevention
Measures (September 20, 2001)

Following the Association’s participation in the Association published its proposals for future mea-
Joint Automobile Theft Prevention Project Team, the sures to prevent automobile thefts.
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An Outline of Association’s Proposals on
Promotion of Measures against Automobile Thefts

1. As the problem of automobile theft is too serious for the Association to solve alone, the
Association thinks it crucial that the government and the private sector join forces in order to
develop effective and comprehensive measures to solve this problem.

2. The Association will carry out its social responsibilities by promoting measures with the united
effort of the non-life insurance industry in conjunction with other parties, and by making the most
of the experience it has gained.

3. The Association will promote the following issues:

- Raising public awareness of the problem of the rapid increase of automobile theft and the necessity of self-
protection.

- Information exchange with pertinent organizations and development of a new database on automobile theft

- Study on the assessment of the performance of anti-car-theft devices

- Conducting surveys and research on the situation and incorporating those findings into measures against
automobile theft

4. The Association will carry out the following measures jointly with relevant parties:

<Measures to prevent automobile theft>

- Raising public awareness of the danger of automobile theft and the necessity of self-protection measures
- Promotion of anti-car-theft devices including immobilizers

- Strengthening the preparations to protect against automobile theft

<Measures to promptly detect stolen automobiles>
- Strengthening the inspection system for automobile exports
- Establishment of information exchange and development of a database on stolen automobiles
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The results of the WTO Services Negotiations will
be a key to further development of financial services
in the 21st century. This will have a great impact on
the non-life insurance industry that is engaged in
providing insurance services in other countries and
doing international reinsurance business.

The Association has been actively involved in the
WTO negotiations for liberalization in services. In par-
ticular, the Association published the “Proposals for
the Upcoming WTO Services Negotiations” in

November 1999, in order to promote the non-life
insurance industry’s views internationally.

The new round of negotiations was launched in
line with the WTO Doha Ministerial Declaration pub-
lished in November 2001. The Doha Declaration also
scheduled the procedure for services negotiations,
under which it was decided that each government
should submit its initial requests by June 30, 2002.

In February 2002, the Association submitted the
non-life insurance industry’s requests to the
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Government of Japan, in order to eliminate barriers
which hamper overseas operations by Japanese non-
life insurance companies.

(1) An outline of the non-life insurance industry’s
requests are as follows:

The non-life insurance industry of Japan requests
those countries that have not accepted the
Understanding on Commitments in Financial
Services” to make their commitments based on
that Understanding. In addition, the industry
also requests the elimination of those items
included in their commitments which are against
the Understanding.

(2) The major items the industry wishes to be elimi-
nated are as follows:

a. Limitations on foreign capital ratio
b. Prohibitions of and restrictions on establish-

ment of foreign branches and/or subsidiaries
¢. Obstacles to licensing, such as multiple and/or
inconsistent regulations and periods
d. Citizenship and residence requirements for
company executives and staff

The Association makes every effort to collect
information and represent the industry’s views
through various opportunities including the activities
of the Japan Services Network and the Financial
Leaders Working Group.

(O0) The Understanding on Commitments in
Financial Services
The Understanding defines the method of schedul-
ing specific commitments based on the General
Agreement on Trade in Services (GATS), where each
country schedules its terms and conditions on mar-
ket access and national treatment. It shows a cer-
tain level of liberalization on regulations specific to
the financial service sector.

The Association’s Proposals for the Upcoming WTO Services Negotiations
(November 1999)

implement those commitments.

Such barriers include:

(1) Limitations on foreign capital ratios;
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The Association has identified six objectives in the area of financial services on which it encourages specific
progress be made during the WTO Round of Services Negotiations:

1. Full Implementation of Commitments Made Under the Financial Services Agreement of 1997

Some Members have not adequately implemented their commitments made under the 1997 FSA. The
Association strongly encourages each Member to implement its FSA commitments, and it calls for measures to
discuss full FSA implementation in the upcoming Round. In particular, where a national government has com-
mitted to liberalization under the FSA, it must ensure that autonomous (state) governments under its authority

2. Additional Progress on Market Liberalization

The Association strongly hopes that each Member will make additional commitments to the further
improvement of market access and national treatment throughout their financial services sectors. Japanese non-
life insurance companies still experience significant barriers to developing insurance business in some countries,
and the Association hopes to see these barriers reduced or abolished during the next Round of negotiations.

(2) Prohibitions of and restrictions on branch establishment by foreign companies;
(3) Obstacles to license issuance, such as multiple/inconsistent regulations and long waiting/procedural peri-




ods;
4) Citizenship and residence requirements for company executives and staff;
5
6
7) Monopolies in certain lines of insurance business by domestic insurance companies or state insurance

Obligation of reinsuring with state reinsurance companies;
Restrictions on foreign remittance;

o~~~ o~

)
)
)
)

companies; and
(8) Discriminatory taxation treatments towards foreign companies.

The Association proposes that Members in the next Round should seek acceptance by all Members of the
Understanding on Commitments in Financial Services. This Understanding defines basic liberalization measures,
and some countries have not yet agreed to it. Acceptance of the Understanding is one way to steadily advance
liberalization at the same level in each Member.

3. Examination of the Method of Regulation

As noted above, the GATS Annex on Financial Services, paragraph 2, specifically authorizes the regulatory
authorities of each Member to take necessary measures for prudential reasons, including measures for the pro-
tection of investors, depositors, policyholders or persons to whom a fiduciary duty is owed by a financial service
supplier, or measures to ensure the integrity and stability of the financial system.

Consistent with this directive, the Association believes that discussion regarding such prudential measures,
particularly those for the protection of policyholders, should not be included within the scope of the WTO 2000
services negotiations. At the same time, with the increased globalization and integration of financial markets
and expansion of financial conglomerates taking place, international co-operation among regulatory authorities
is becoming more important. Regulatory authorities from each Member should seek to harmonize the necessary
prudential measures they take through the participation in international organizations.

However, because regulations can become barriers to entry when they lack objectivity, transparency and
impartiality, the Association suggests that the following regulatory principles be secured:

(1) Objectivity and Transparency in Regulations

The transparency and stability of the legal environment is necessary to promote the predictability of busi-
ness operations. To secure such an environment, transparency and objectivity of regulation must be provid-
ed, and regulations must be enforced without discriminatory application or sudden change.

(2) Objective Licensing Standards

Because insurance is a business that must operate in the public interest, it is common practice that an
insurer is required to be licensed before it engages in the business. Licensing requirements and procedures
are fundamental to an insurer’s operations. The Association therefore emphasizes that rules regarding the
requirements, procedures, and standards for licensing must be maintained at a highly objective and trans-
parent level. Moreover, to the extent a licensing authority is attempting to use the licensing requirement as
a means for controlling, either officially or unofficially, the number of entrants in the market, such practices
must be abolished.

(3) Maintaining a Level Field of Competition

A level field of competition is the prerequisite of meaningful liberalization. Thus, the complete implementa-
tion of a rule of non-discrimination between domestic and foreign companies, as well as among foreign
companies, is very important. In this respect, excessive emphasis on the so-called “Grandfather Clause”

(the inclusion in liberalization proposals of a grandfathering provision that preserves advantages for earlier
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market participants) can adversely affect fair competition. Accordingly, invocation of such clauses must be
carefully examined.

4. The Reduction of MFN Exemptions

The goal of the GATS to expand trade in services under conditions of transparency and progressive liberal-
ization can be achieved through an expanded scope of the GATS liberalization principle. MFN treatment is one
of the most basic principles of the WTO, and therefore only narrow departures from this principle, through the
registration of MFN exemptions, should be permitted.

Japan has not registered any MFN exemptions to the GATS. By contrast, a large number of other Members
are still registering MFN exemptions. The Association recommends in the next Round, Members seek a substan-
tial reduction in the number of MFN exemptions registered.

5. Regulation of Insurance Sales on Internet

It is predicted that the Internet will become one of major channels of insurance distribution in the near
future. Because current insurance regulatory rules are based on traditional sales methods, there could be a mis-
match or some inadequacy when these rules are applied to electronic commerce. If a Member’s regulatory
authorities implement measures for regulating insurance sales on the Internet, consistent with paragraph 2 of
the GATS Annex on Financial Services, the following elements should be considered:

(1) Whether or not electronic disclosure of all important information is practically and technically possible;

(2) The appropriate method of confirming policyholders’ understanding of important information;

(3) Protection of privacy (including the obligation of insurers, Internet providers, etc. to maintain confiden-
tiality);

(4) Effectiveness of the contract (identification of the contracting parties, and confirmation, alternation, and
cancellation of the contract terms);

(5) Ensuring effectiveness of regulation on a cross-border basis; and

(6) Jurisdiction (regulatory authorities of both the home-country and the host should have the authority to
supervise insurance sales through Internet).

6. Treatment of Developing Countries and the Expansion of Members

As stipulated in Paragraph 2, Article XIX of the GATS, it is essential that the process of liberalization take
place with due respect for the different levels of development of individual Members. There is some concern
that radical liberalization should not be promoted where the market environment is not well-enough developed
to support that liberalization. Consideration must be given to state of development of a country’s regulatory
and/or supervisory system (including the organizational structure in place to enforce regulations), the systems in
place to protect policyholders, and the level of education of the country’s consumers. At the same time, to
ensure support by the developing countries in the WTO, it is necessary to examine as thoroughly as possible the
economic benefits liberalization brings to developing countries.

In addition to ensuring that developing countries obtain the greatest benefits from liberalization, it is also
important that additional countries gain entrance to the WTO. Such expansion is necessary to strengthen the
effectiveness of the WTO framework. Promotion of liberalization, and increase of transparency and stability in

regulation and/or supervision can best be achieved through maximum participation in the WTO.
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Non-Life Insurance Counseling System

The non-life insurance industry uses the following insurance counseling organizations to give

answers or advice to questions or complaints from consumers or policyholders and to provide them with

consultation and insurance information.

1 Non-Life Insurance Counseling
Offices

The Marine and Fire Insurance Association of
Japan has 14 counseling centers throughout Japan.
These offices give explanations and advice to the pub-
lic concerning non-life insurance in general. The coun-
seling offices at the Association’s headquarters and
Hokkaido/Tohoku/Niigata/Yokohama/Shizuoka/
Kanazawa/Nagoya/Kinki/Kobe/Chugoku/Kyushu
branches have produced a more consumer-friendly at-
mosphere for visitors. This can be seen in the “Non-Life
Insurance Information Corner”, where consumers can
examine or take away free pamphlets on major insur-
ance products (personal line) distributed by our mem-
ber non-life insurance companies. A toll free telephone
line (0120-107808) is installed to receive complaints
and questions from policyholders in remote areas.

In addition, the Association opened the “Sonpo
(Non-Life Insurance) Information Square” in its head-
guarters on September 10, to furnish information on
non-life insurance in more easily accessible ways. This
office provides the very latest information on major
non-life insurance products, the disclosure materials
of each Association member company and consulta-
tion services which will be of immediate benefit to
potential customers.

2 Automobile Insurance Claims
Counseling Centers

The Marine and Fire Insurance Association of
Japan has 50 counseling centers throughout the
country to give information and advice to the public
on coverage, procedures for filing claims, etc., con-
cerning voluntary automobile insurance and

Compulsory Automobile Liability Insurance (CALI).
Each center also provides free legal advice from
a lawyer concerning automobile insurance.

3 | CALI Claims Counseling Offices

The Non-Life Insurance Rating Organization of
Japan has 10 CALI Claims Counseling Offices
throughout the country. These offices give informa-
tion and advice to the public on coverage, proce-
dures for filing claims, etc., concerning Compulsory
Automobile Liability Insurance (CALI).

4 | Individual Insurance Companies

All non-life insurance companies have sections at
their headquarters and branch offices to offer infor-
mation and advice on non-life insurance in general
and to provide counseling services on traffic accidents.
The latter counseling service offices total 2,952.

5 Non-Life Insurance Arbitration
Committee

This Committee, set up by the Marine and Fire
Insurance Association of Japan is made up of five
people, academics and lawyers to deal with problems
not settled through mediation by the non-life insur-
ance counseling offices mentioned above.

Number of counsultations accepted in fiscal 2001

Non-Life Insurance Couseling Offices 12,926
Automobile Insurance Claims Counseling Centers = 76,369
CALI Claims Couseling Offices 847
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Loss Survey System

1 Claims Settlement Service Offices
and Experts

In order to deal immediately with claims from
accident victims, our member non-life insurance
companies have established around 2,300 claims set-
tlement service offices nationwide staffed with about
20,000 people with the necessary expertise and
know-how. In addition, individual non-life insurance
companies have conducted training courses such as
medical training, to improve their expertise.

2 | Automobile Insurance Adjusters

The automobile insurance adjuster’s task is to
estimate fair and reasonable repair costs for dam-
aged cars under the provisions of automobile physi-
cal damage and property damage liability insurance
policies.

Automobile insurance adjusters are divided into
(a) “technical adjusters” who adjust the repair costs
for damage to general kinds of vehicles and (b) “spe-
cific cars adjusters” who adjust the repair costs for
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damage to special purpose vehicles such as mobile
cranes and diggers. Both types of adjusters are
required to take an obligatory training course which
is held periodically, and technical adjusters are
ranked by class obtained through classification tests
that are given by the Marine and Fire Insurance
Association of Japan. All adjusters must be registered
with the Association. As of April 1, 2002, the num-
ber of registered adjusters was around 7,700.

3 Property Loss Assessors in Fire and
Casualty Insurance

Property loss assessors estimate the appropriate
amounts for loss of or damage to insured properties
and also evaluate proper insurable values of proper-
ties in the fire and casualty insurance fields.
Depending on their expertise, property loss assessors
fall into one of three classes - 1st, 2nd, and 3rd - and
they are required to pass the examinations for their
respective classes in order to be registered with the
Marine and Fire Insurance Association of Japan. As of
May 1, 2002, the number of property loss assessors
registered with the Association was around 1,300.



Chronology

1859  Non-life insurance business was started in Yokohama by a foreign insurance company.

e Yukichi Fukuzawa (scholar) introduced Occidental insurance practices to Japan through his book

=t entitled “Guide to Western Countries”.
1869 e The customs office in Kanagawa undertook the indemnification of fire and other losses of bonded
goods. (Origin of fire insurance in Japan)
1873 » The Honin-sha, established for the development of Hokkaido, undertook cargo insurance. (Origin
of marine insurance in Japan)
1877 « Daiichi Nippon Bank started marine underwriting.
1878  The first marine insurance company in Japan was granted an operating license.
 The first marine insurance company in Japan started its operations.
1879 ' .
» Marine cargo insurance was marketed.
1883 « Marine hull insurance was marketed.
 The first fire insurance company in Japan was granted an operating license.
1887 . o
e Ordinary fire insurance was marketed.
1888 o The first fire insurance company in Japan started its operations.
1893 « Inland transit insurance was marketed.
1895 » The Japanese Society of Insurance Science was formed.
e The Commercial Code was enacted. (The insurance industry was made subject to licensing. The
1898 L . o . ' .
basis of insurance supervision and administration was firmly established.)
1899 e The Commercial Code including the Insurance Contract Law was reenacted, and the Enforcement

Law of Commercial Code including the Insurance Supervisory Law was enacted.
e The Insurance Business Law was published and enacted.
1900 e The Insurance Division was established in the Commerce and Industry Bureau of the Ministry of
Agriculture and Commerce to supervise insurance.

1904 o Credit insurance was marketed.

» The Fire Insurance Association was formed with 5 member companies. A nationwide tariff agree-

1907 ment was enacted, but was subsequently abolished in 1912.
1910  The first personal accident insurance company in Japan was licensed.
1911  Ordinary personal accident insurance was marketed.

e The War-Time Marine Insurance Indemnification Law was published. (Abolished in September 1917)
1914 « The Fire Insurance Association was reorganized with 16 members.
* Automobile insurance was marketed.

Xlll. Chronology



1916

1917

1920

1923

1925

1926

1927

1933

1936

1938

1939

1940

1941

1942

1943

1944

1945

1946

1947

The Fire Insurance Association was renamed the Dai-Nippon Fire Insurance Association.
Theft insurance was marketed.

The Joint Fire Insurance Association of Japan was established, and nationwide fire tariff rates were
introduced.

The Japan Marine Underwriters’ Association was established.

The Great Kanto Earthquake occurred.

The Ministry of Agriculture and Commerce was split into the Ministry of Commerce and Industry
and the Ministry of Agriculture and Forestry. Insurance supervision came under the jurisdiction of
the Ministry of Commerce and Industry.

Glass insurance was marketed.

The Hull Insurers’ Union was established.

The Non-Life Insurance Institute of Japan was established.

Aviation insurance was marketed.

Windstorm and flood insurance was marketed.

The Insurance Business Law (Amended) was published.
The Joint Fire Insurance Association of Japan was reorganized as the Dai-Nippon Fire Insurance
Association (2nd).

The Insurance Business Law (Amended) was enacted.
“State-Run Non-Life Reinsurance Law"” was enacted. (Abolished in February 1945.)

The former Marine and Fire Insurance Association of Japan was established, amalgamating the
Dai-Nippon Fire Insurance Association and several marine insurance organizations.

Supervisory jurisdiction was transferred from the Ministry of Commerce and Industry to the
Ministry of Finance.

“Expedient Measures Law for War Risk Insurance” was published. (Abolished in February 1944)

The former Marine and Fire Insurance Association of Japan was dissolved and the Non-Life
Insurance Control Association was founded.

“Death and Bodily Injury by War Risks Insurance Law” was published. (Abolished in December
1945)

“War-Time Special Non-Life Insurance Law” was published in place of “Expedient Measures Law
for War Risk Insurance”. (Abolished in December 1945)

“The Central Association of Non-Life Insurance Law" was published.

The Central Association of Non-Life Insurance was founded. (Terminated in September 1947)

The “Non-Life Insurance Control Association” was dissolved and the “Central Association” took
over its business.

The Marine and Fire Insurance Association of Japan was established.

Fire insurance tariff rates were sharply raised.
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e The Marine and Fire Insurance Association of Japan was incorporated.
e The Law concerning the Control of Insurance Soliciting was published and enacted.

[E e The Law concerning Non-Life Insurance Rating Organizations was published and enacted.
 Property and Casualty Insurance Rating Organization of Japan was established.
1949 » The Law concerning Foreign Insurers was published and enacted.

o Dwelling risks’ rates were introduced in fire insurance tariffs. (20% lower than the general risks)

o The Federation of All Japanese Non-Life Insurance Agency Associations was founded.
1950 e The Marine and Fire Insurance Association of Japan was admitted as a member of the
International Union of Marine Insurance.

1951  Big guarantee insurance and performance guarantee insurance were marketed.

« The fire prevention contribution scheme was started.

1952 e The Fire Insurance Agency Classification System was started.
1953  General liability insurance was marketed.

e The Automobile Liability Security Law was published and enacted, and the CALI Council, an advi-
1955 sory organ to the Finance Minister, was established.

» Compulsory Automobile Liability Insurance (Limit of liability for death was 300,000 yen) was mar-
keted.

* Compulsory Automobile Liability Insurance system started.
1956  The Union of Machinery Insurers of Japan was established.
» Machinery insurance and erection insurance were marketed.

1957 « Personal liability insurance was marketed.

e Golfers insurance was marketed.

1958 » Shipowners’ liability insurance for passengers’ personal accident was marketed.

1959 e The Insurance Council was established.

¢ The Japan Atomic Energy Insurance Pool was established.

e The CALI limit for death was raised from 300,000 yen to 500,000 yen.
« Atomic site liability insurance was marketed.

» Atomic transport liability insurance was marketed.

o Contractors’ all risks (building works) insurance was marketed.

» Householders comprehensive insurance was marketed.

1960

1961 » Movables comprehensive insurance was marketed.

e The 1st Conference of the East Asian Insurance Congress was held in Tokyo.

e The Marine and Fire Insurance Association of Japan instituted a sales campaign for fire insurance
by setting the month of November as the “Month of Fire Insurance”. (In 1965 the “Month of Fire
Insurance” was renamed the “Month of Non-Life Insurance”.)

» Storekeepers comprehensive insurance was marketed.

» Domestic travelers’ personal accident insurance was marketed.

1962

e The Japanese Hull Insurers’ Union was established.

1963 » The Insurance School of the Pacific (ISP) was started. (Held annually until 2001.)
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1964

1965

1966

1967

1968

1969

1970

1972

1973

1974

The Automobile Insurance Rating Organization was established.

The CALI limit for death was raised from 500,000 yen to 1 million yen.

The Non-Life Insurance Premium Tax Deduction System was admitted in the Income Tax Law.
(Limits on deductions : Long-term policy ; 7,500 yen, Short-term policy ; 1,500 yen)

The traffic accident prevention fund scheme was started.

The Federation of All Japanese Non-Life Insurance Agency Associations was incorporated.

Atomic material damage insurance was marketed.

The Marine and Fire Insurance Association of Japan extended the scope of its consulting functions
for policyholders. (The Non-Life Insurance Consulting Department and the Non-Life Insurance
Arbitration Committee were set up.)

The Non-Life Insurance Premium Tax Deduction System was comprehensively introduced. (Limits
on deductions : Long-term policy ; 10,000 yen, Short-term policy ; 2,000 yen)

The Law concerning Earthquake Insurance (in respect to dwelling risks only) was published and
enacted.

Earthquake insurance on dwelling risks was marketed. (Limits of insured amount : 900,000 yen for
building and 600,000 yen for contents)

The CALI limit for death was raised from 1 million yen to 1.5 million yen.

Motorbike owners were required to take out CALI.

The CALI limit for death was raised from 1.5 million yen to 3 million yen.
Traffic personal accident insurance was marketed.

Long-term comprehensive insurance was marketed.
Apartment dwellers insurance was marketed.
Fishing trip insurance was marketed.

The non-life insurance business was designated as the “1st class capital investment liberalized
business” under the government economic policy.

The Insurance Council submitted the recommendations to the Minister of Finance under the title
of “What insurance supervision should be in the future with particular emphasis on liberalization”.
The CALI limit for death was raised from 3 million yen to 5 million yen.

The International Insurance Seminar (lIS) was held in Tokyo.
The International Union of Aviation Insurers Conference was held in Kyoto.

In place of the traffic accident prevention fund scheme, the traffic accident prevention contribu-
tion scheme was established.

The limits on the insured amounts for earthquake insurance on dwelling risks were raised to 1.5
million yen for building and to 1.2 million yen for contents.

The Insurance School of (Non-LIfe) of Japan (ISJ) was started.

The 1st Non-Life Insurance Industry Representative Mission to China was sent.

The Non-Marine Agency System was started.

Non-Life insurance business was designated as the “100% captail investment liberalized business”.
The CALI limit for death was raised from 5 million yen to 10 million yen.

Family traffic personal accident insurance was marketed.

Contractors’ all risks (civil engineering works) insurance was marketed.

Dwelling house fire insurance was marketed.

The Non-Life Insurance Premium Tax Deduction System was improved. (Limits of deductions :
Long-term policy ; 15,000 yen, Short-term policy ; 3,000 yen.)

Income indemnity insurance was marketed.

Surety bonds were marketed.

Overseas travelers’ personal accident insurance was marketed.

Family traffic personal accident insurance with maturity refund was marketed.

Part Il General Information



» The Marine and Fire Insurance Association of Japan began traffic accident prevention and victims
protection campaign.

e The limits on the Insured amounts for earthquake insurance on dwelling risks were raised to 2.4
million yen for building and 1.5 million yen for contents.

e The Insurance Council submitted to the Minister of Finance the recommendations entitled “What
the insurance business should be in the future”.

e The CALI limit for death was raised from 10 million yen to 15 million yen.

e The International Union of Marine Insurance Tokyo Conference was held.

» Yacht and motorboat comprehensive insurance was marketed.

» Computer comprehensive insurance was marketed.

1975

» The Conference of the International Machinery Insurers Association was held in Kyoto.

1976 » The International Congress of Actuaries was held in Tokyo.

1977 e Maturity refund comprehensive insurance was marketed.
1978 e The CALI limit for death was raised from 15 million yen to 20 million yen.

e The Insurance Council submitted its recommendations to the Finance Minister under the title of
1979 “Revisions of the Earthquake Insurance System”.
* Workers' accident comprehensive insurance was marketed.

e The Federation of All Japanese Non-Life Insurance Agency Associations was reorganized to
become the “Independent Insurance Agents of Japan, Inc.”.
e The Law concerning Earthquake Insurance was partially revised to improve earthquake insurance
1980 system on dwelling risks. (The limits on the insured amounts were raised to 10 million yen for
building and 5 million yen for contents.)
* The New Non-Marine Agency System was introduced.
» Bicycle comprehensive insurance was marketed.

e The “Hull War Risks Reinsurane Pool” was established.

¢ The Insurance Council submitted to the Finance Minister its recommendations on “What the non-
life insurance business should be in the future”.

e The 1st Non-Life Insurance Convention was held. (Held annually until 1997)

e The International Union of Aviation Insurers Tokyo Conference was held.

 The fire prevention contribution scheme and the traffic accident prevention contribution scheme
were partially revised and renamed the fire prevention fund scheme and the traffic accident pre-
vention fund scheme respectively.

1981

e The 2nd Non-Life Insurance Industry Representative Mission to China was sent.

» The Japan-Foreign Insurance Committee (JAFIC) was set up.

» The 11th Conference of the East Asian Insurance Congress was held in Tokyo.
1982 » Students comprehensive insurance was marketed.

« Tennis players comprehensive insurance was marketed.

» Miscellaneous pecuniary loss insurance was marketed.

» Family personal accident insurance was marketed.

e The Clauses Sub-committee, a working party of the Consumers Policy Committee of the National
Life Council, reviewed various non-life insurance policy conditions.
1983 » The crime prevention measures conferences composed of the police and non-life insurance indus-
try were set up throughout the country.
» Ski and skate comprehensive insurance was marketed.

» The National Life Council reported on the “Simplification of non-life insurance policy conditions”.

1984 » Movables comprehensive insurance with maturity refund was marketed.
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1985

1986

1987

1988

1989

1990

1991

1992

1993

The CALI limit for death was raised from 20 million yen to 25 million yen.
The International Union of Marine Insurance Tokyo Conference was held.
Medical expenses insurance was marketed.

The Conference of the International Machinery Insurers Association was held in Tokyo.
Non-Life Insurance Data Communications Network started operation.

Ordinary personal accident insurance with maturity refund was marketed.

Family personal accident insurance with maturity refund was marketed.

The Insurance Council submitted its recommendations to the Minister of Finance under the title of
“What the non-life insurance industry ought to be in a new era”.

Personal accident insurance and medical expenses insurance were newly added to the subject of
non-life insurance tax deductions.

Juvenile comprehensive insurance was marketed.

The Marine and Fire Insurance Association of Japan established Izu Training Center for medical
claims assessors.

Non-life Insurance companies were designated to “Zaikei” savings handling financial institutions.
Zaikei savings personal accident insurance was marketed.

Non-life insurance companies started the over-the-counter selling of government bonds.

The Comprehensive Committee was set up under the Insurance Council.

The 3rd Non-Life Insurance Industry Representative Mission to China was sent.

Agreement was made with the Japan Medical Association on the standards for payment of med-
ical expenses under CALI.

Nursing care expenses insurance was marketed.

New ladies insurance with maturity refund was marketed.

Comprehensive insurance for homeowners with maturity refund was marketed.

The Non-Life Insurance Premium Tax Deduction System was admitted in the Local Tax Law. (Limits
on deductions : Long-term policy ; 10,000 yen, Short-term policy ; 2,000 yen.)

The Marine and Fire Insurance Association of Japan sent market research missions to the United
States and European countries.

e The Comprehensive Committee of the Insurance Council made an interim report entitled “Role of

the Insurance Industry”.
The Non-Life Insurance Institute of Japan was reorganized.
Nursing care expenses insurance with maturity refund was marketed.

Following revisions to the Law concerning Earthquake Insurance, the Earthquake Insurance System
was modified.

The CALI limit for death was raised from 25 million yen to 30 million yen.

The Advanced Course of the Insurance School (Non-Life) of Japan (ISJ) was started. (In line with the es-
tablishment of this course, the existing course which started in 1972 was renamed “General Course”.)

e The Non-Life Insurance Round Table with membership drawn from academics and interest groups

was organized.

A “Code of Conduct” for the non-life insurance industry was devised.
Building endowment comprehensive insurance was marketed.
Comprehensive corporate expenses and profits insurance was marketed.

The Insurance Council submitted its recommendations to the Minister of Finance under the title of
“The New Course of Insurance Business”.

» The International Union of Aviation Insurers Kyoto Conference was held.

Individual annuity and accident insurance was marketed.

The 1st session of the ISJ Overseas Seminar was held in Hong Kong and Bangkok.

» The International Insurance Society held its annual session in Tokyo.
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1994

1995

1996

1997

1998

1999

2000

2001

The Insurance Council submitted its report “On the Amendments of Insurance-Related Laws” to
the Minister of Finance.

Non-life insurance companies joined the Japan Securities Dealers Association.

Agreement on “Measures by the Government of Japan and the Government of the United States
Regarding Insurance” was reached.

The Great Hanshin-Awaji Earthquake occurred.
The new Insurance Business Law was published.
The International Union of Marine Insurance Tokyo Conference was held.

In line with the revisions to the Law concerning Earthquake Insurance, the Earthquake Insurance
System was modified. (The limits on the insured amounts were raised to 50 million yen for build-
ing and 10 million yen for contents.)

The new Insurance Business Law was enacted.

The Non-Life Insurance Agency System was started.

The Policyholders’ Protection Fund for Non-Life Insurance Companies was established.

Training programs and qualification examinations for insurance brokers were held.

Mutual entry of life and the non-life insurance subsidiaries began.

Supplementary Measures by the Government of Japan and the Government of the United States
Regarding Insurance were concluded.

The Japanese Hull Insurers’ Union was dissolved.

The Insurance Council submitted its report “On the Review of the Directions of the Insurance
Business”.

The Union of Machinery Insurers of Japan was dissolved.

The structures and the roles of the Marine and Fire Insurance Association of Japan were reviewed.
Financial Supervisory Agency was established.

The Insurance Business Law was revised and enacted.

The Law concerning Non-Life Insurance Rating Organizations was revised and enacted.

Non-life Insurance Policy-holders Protection Corporation of Japan was established.

Early warning measures were introduced.

Mutual entry of banks, trust banks, and securities companies into each other’s sectors through
their subsidiaries was allowed.

The International Congress of Actuaries was held in Tokyo.

The Japanese insurance industry responded to Year 2000 issues.

Voluntary automobile insurance with maturity refund was marketed.

Payment standards for Compulsory Automobile Liability Insurance policy were revised.

Daiichi Mutual Fire and Marine Insurance Co. was ordered to suspend part of its business opera-
tion.

Consumer Contract Law and the Law on Sales of Financial Products were approved at the Diet
and published.

The Financial System Council submitted its report entitled the “New Framework of Financial
System to support the 21st Century”.

The Compulsory Automobile Liability Insurance Council submitted its report.

The Financial Services Agency was established.

The ban on mutual entry between banks and insurance companies through subsidiaries was lifted.
Non-life insurance companies disclosed their interim business results (April to September) for the
first time ever.

Restrictions on entry into the third sector were removed.

The Automobile Liability Security Law was revised and promulgated. (The abolition of the govern-
ment reinsurance scheme and the establishment of a dispute settlement body were approved.)
The Consumer Contract Law and the Law on Sales of Financial Products were enforced.
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e The insurance contracts of the Daiichi Mutual Fire and Marine Insurance Co. were transferred to
the Non-life Insurance Policy-holders Protection Corporation of Japan.

o The period during which the Non-life Insurance Policy-holders Protection Corporation of Japan had
provided full compensation for claims expired.

» Over-the-counter sales of insurance products by banks was started.

e The Non-Life Insurance Agency System was liberalized.

e The Bill on the Defined Contribution Pension Plan (the Japanese version of the 401K Plan) was

2001 .

approved by the Diet.

» Cancer insurance and medical insurance were put on the market by non-life insurance companies.

» Post offices started to solicit Compulsory Automobile Liability Insurance for small-sized motorcycles.

e A discount system based on the grade of earthquake-proofing of residential buildings was intro-
duced to earthquake insurance on dwelling risks.

 Taisei Fire and Marine Insuranace Co., Ltd. filed for the commencement of reorganization proce-
dures.

» Revised Compulsory Automobile Liability Insurance (CALI) System was enforced.
2002 « Non-Life Insurance Rating Organization of Japan was established.
e The 21st Conference of the East Asian Insurance Congress was held in Tokyo.
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Non-Life Insurance Organizations

Non-Life Insurance Rating Organization of Japan (established in 1964)

Established under the Law concerning Non-Life Insurance Rating Organizations, this Organization started its opera-
tions in July 2002, after the merger between the Automobile Insurance Rating Organization of Japan (AIRO) estab-
lished in 1964 and the Property and Casualty Insurance Rating Organization of Japan (PCIRO) established in 1948.
This Organization, which has taken over the legal structure of AIRO, calculates reference loss cost rates (advisory pure
risk premium rates) for fire, personal accident, nursing care payments and voluntary automobile insurance, and stan-
dard full rates (advisory premium rates) for Compulsory Automobile Liability Insurance (CALI) and earthquake insur-
ance on dwelling risks, as well as conducting surveys and research on related matters. In order to investigate CALI
claims, the Organization maintains the CALI Claims Survey Offices in major cities all over Japan. The results of these
investigations are also put to effective use as important basic data in the calculation of CALI standard full rates.
(Address: Tokyo Tenrikyokan Bldg., 9, Kanda Nishikicho 1-Chome, Chiyoda-Ku, Tokyo 101-0054.

Tel: +81-3-3233-4771. FAX: +81-3-3295-9296. URL: http://www.nliro.or.jp/)

Japan Atomic Energy Insurance Pool (established in 1960)

This Pool acts as a joint underwriting office and a reinsurance pool.
(Address : Non-Life Insurance Bldg., Annex, 7, Kanda Awajicho 2-Chome, Chiyoda-Ku, Tokyo 101-0063.
Tel: +81-3-3255-1231. Fax: +81-3-3258-8689.)

The Non-Life Insurance Institute of Japan (established in 1933)

Established with the object of contributing to the further development of non-life insurance, the Institute is responsi-
ble for study, research, and education.

(Address: Non-Life Insurance Bldg., 9, Kanda Awajicho 2-Chome, Chiyoda-ku, Tokyo 101-8335.

Tel: +81-3-3255-5511. Fax: +81-3-3255-1449. URL: http://www.sonposoken.or.jp/)

The Foreign Non-Life Insurance Association of Japan (established in 1947)

This Association was established in 1947 to promote the sound development of the non-life insurance industry in
general and the foreign non-life insurance industry in particular in Japan, and to maintain close liaison and build rela-
tionships among foreign non-life insurers operating in Japan.

(Address: #204 Azabudai Uni House, 1-1-20 Azabudai, Minato-Ku, Tokyo 106-0041

Tel: +81-3-3224-0254. Fax: +81-3-3224-0326. URL: http://www.fnlia.gr.jp/)

Non-life Insurance Policy-holders Protection Corporation of Japan (established in 1998)

As an integral part of the financial system reform, and at the same time as the enforcement of the revised Insurance
Business Law, the “Non-life Insurance Policy-holders Protection Corporation of Japan” was established on December
1, 1998, to undertake the insurance contracts of an insolvent insurance company even when reliever insurance com-
panies do not appear, as well as provide financial aid to a reliever insurance company, thereby ensuring further pro-
tection of policyholders.

(Address: Non-Life Insurance Bldg., 9 Kanda Awajicho 2-Chome, Chiyoda-Ku, Tokyo 101-8335.

Tel: +81-3-3255-1635. Fax: +81-3-3255-1257. URL: http:/Avww.sonpohogo.or.jp/)

Independent Insurance Agents of Japan, Inc (established in 1948)

This Organization was founded to help professional agents establish and improve their professional status.
(Address: 321 3F New Yurakucho Bldg. 1-12-1 Yurakucho, Chiyoda-Ku, Tokyo 100-0006.
Tel: +81-3-3201-2745. Fax: +81-3-3201-4639. URL: http://www.nihondaikyo.or.jp/)

(Note) The above information is as of December 1, 2002.
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Directory

I 1 Licensed Domestic Companies

(30 Companies as of December 1, 2002)

e ACE Insurance
Arco Tower, 1-8-1 Shimomeguro, Meguro-Ku, Tokyo 153-0064.
Tel. : +81-3-5740-0600. Fax : +81-3-5740-0611.
URL : http://www.ace-insurance.co.jp/

e Aioi Insurance Co., Ltd.
28-1, Ebisu 1-Chome, Shibuya-Ku, Tokyo 150-8488.
Tel. : +81-3-5424-0101. Fax : +81-3-5789-6685.
URL : http:/Awww.ioi-sonpo.co.jp/

¢ Allianz Fire & Marine Insurance Japan Ltd.
MITA NN Bldg. 4F, 1-23, Shiba 4-Chome, Minato-Ku, Tokyo 108-0014.
Tel. : +81-3-5442-6500. Fax : +81-3-5442-6509.
URL : http:/Awww.allianz.co.jp

e The Asahi Fire & Marine Insurance Co., Ltd.
6-2, Kajicho 2-Chome, Chiyoda-Ku, Tokyo 101-8655.
Tel. : +81-3-3254-2211. Fax : +81-3-3254-2296.

URL : http://www.asahikasai.co.jp/

e AXA Non-Life Insurance Co., Ltd.
Ariake Frontier Bldg. Tower A, 3-1-25 Ariake Koto-Ku, Tokyo 135-8611.
Tel. : +81-3-3570-8900. Fax : +81-3-3570-8981.
URL : http://www.axa-direct.co.jp

e The Daido Fire & Marine Insurance Co., Ltd.
Okinawa head office : 12-1, Kumoji 1-Chome, Naha, Okinawa 900-8586.
Tel. : +81-98-867-1161. Fax : +81-98-862-8362.
Tokyo branch office : 2-7, Kanda Sudacho 1-Chome, Chiyoda-Ku, Tokyo 101-0041.
Tel. : +81-3-3254-7517. Fax : +81-3-3254-4174.
URL : http://Awww.daidokasai.co.jp/

¢ The Fuji Fire & Marine Insurance Co., Ltd.
Osaka head office : 18-11, Minamisenba 1-Chome, Chuo-Ku, Osaka 542-8567.
Tel. : +81-6-6271-2741. Fax : +81-6-6266-7115.
Tokyo head office : 12-1, Kanda Tsukasamachi 2-Chome, Chiyoda-Ku, Tokyo 101-0048.
Tel. : +81-3-5295-7634. Fax : +81-3-5295-7647. URL : http://www fujikasai.co.jp/
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The Japan Earthquake Reinsurance Co., Ltd.

The Kobuna-cho Fuji Plaza 4F, 8-1 Nihonbashi Kobuna-cho, Chuo-Ku, Tokyo 103-0024.

Tel. : +81-3-3664-6107. Fax : +81-3-3664-6169.
URL : http://www.nihonjishin.co.jp/

JI Accident & Fire Insurance Co., Ltd.

Al Bldg., 20-5, Ichibancho, Chiyoda-Ku, Tokyo 102-0082.

Tel. : +81-3-3237-2111. Fax : +81-3-3237-2250.
URL : http:/Awww.jihoken.co.jp/

The Kyoei Mutual Fire & Marine Insurance Co.

18-6, Shimbashi 1-Chome, Minato-Ku, Tokyo 105-8604.
Tel. : +81-3-3504-2335. Fax : +81-3-3508-7680.
URL : http:/Awww.kyoeikasai.co.jp/

Meiji General Insurance Co., Ltd.

11-1, Kanda Tsukasamachi 2-Chome, Chiyoda-Ku, Tokyo 101-0048.
Tel. : +81-3-3257-3149. Fax : +81-3-3257-3299. E-mail : uwredept@meiji-sonpo.co.jp

URL : http:// meiji-general.aaapc.co.jp/

Mitsui Direct General Insurance Co., Ltd.
1-4-27, Koraku Bunkyou-Ku, Tokyo 112-0004.
Tel. : +481-3-5804-7711. Fax : +81-3-5804-7748.
URL : http:/Awww.mitsui-direct.co.jp

Mitsui Seimei General Insurance Co., Ltd.
2-3, Otemachi 1-Chome, Chiyoda-Ku, Tokyo 100-0004.
Tel. : +81-3-3213-0720. Fax : +81-3-3213-0763.

Mitsui Sumitomo Insurance Co., Ltd.

27-2, Shinkawa 2-Chome, Chuo-Ku, Tokyo 104-8252.
Tel. : +81-3-3297-1111.

URL : http:/Awww.ms-ins.com/

The Nichido Fire & Marine Insurance Co., Ltd.
3-16, Ginza 5-Chome, Chuo-Ku, Tokyo 104-0061.

Tel. : +81-3-3289-1066. Fax : +81-3-3574-0646.

URL : http://www.nichido.co.jp/

NIPPONKOA Insurance Co., Ltd.

7-3, 3-Chome, Kasumigaseki, Chiyoda-Ku, Tokyo 100-0013.

Tel. : +81-3-3593-5154. Fax : +81-3-3593-5159.
URL : http://www.nipponkoa.co.jp/
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e Nissay Dowa General Insurance Co., Ltd.
15-10, Nishi-Tenma 4-Chome, Kita-Ku, Osaka 530-8555.

Tel. : +81-6-6363-1121. Fax : +81-6-6363-7519.
URL : http://www.nissaydowa.co.jp/

e The Nisshin Fire & Marine Insurance Co., Ltd.
3, Kanda-Surugadai 2-Chome, Chiyoda-Ku, Tokyo 101-8329.
Tel. : +81-3-5282-5536. Fax : +81-3-5282-5582.
URL : http://www.nisshinfire.co.jp/

e SAISON Automobile and Fire Insurance Co., Ltd.
Sunshine 60 Bldg., 1-1, Higashi-lkebukuro 3-Chome, Toshima-Ku, Tokyo 170-6068.
Tel. : +81-3-3988-2572. Fax : +81-3-3980-7367.
URL : http://www.ins-saison.co.jp

e SECOM General Insurance Co., Ltd.
6-2, Hirakawa-cho 2-Chome, Chiyodao-Ku, Tokyo 102-8645.
Tel. : +81-3-5216-6129. Fax : +81-3-5216-6147.
URL : http://www.secom-sonpo.co.jp/

e Sompo Japan Financial Guarantee Insurance Co., Ltd.
17th Floor, Otemachi Financial Center 5-4, Otemachi, 1-Chome, Chiyoda-Ku, Tokyo 100-0004.
Tel. : +81-3-5219-1580. Fax : +81-3-5219-1581.

e Sompo Japan Insurance Inc.
26-1, Nishi-Shinjuku 1-Chome, Shinjuku-Ku, Tokyo 160-8338.
Tel. : +81-3-3349-3111. Fax : +81-3-5381-7406.
URL : http://www.sompo-japan.co.jp

¢ Sony Assurance Inc.
Aroma Square 11F, 5-37-1 Kamata Ota-Ku, Tokyo 144-8721.
Tel. : +81-3-5744-0300. Fax : +81-3-5744-0480.
URL : http://www.sonysonpo.co.jp/

e The Sumi-Sei General Insurance Co., Ltd.
Sumitomo Life Yotsuya Bldg., 8-2 Honshio-Cho, Shinjuku-Ku, Tokyo 160-0003.
Tel. : +81-3-5360-6229. Fax : +81-3-5360-6991.
URL: http://www.sumisei-sonpo.com

¢ The Taisei Reinsurance Co., Ltd.

18-8, Ginza 1-Chome, Chuo-Ku, Tokyo 104-0061.
Tel. : +81-3-3562-1684. Fax : +81-3-3562-1683.
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The Toa Reinsurance Co., Ltd.
6, Kanda-Surugadai 3-Chome, Chiyoda-Ku, Tokyo 101-8703.

Tel. : +81-3-3253-3171. Fax : +81-3-3253-1208.
URL : http://www.toare.co.jp/

The Tokio Marine & Fire Insurance Co., Ltd.
2-1, Marunouchi 1-Chome, Chiyoda-Ku, Tokyo 100-8050.
Tel. : +81-3-3212-6211. Fax : +81-3-5223-3100.

URL : http:/Awww.tokiomarine.co.jp/

UNUM Japan Accident Insurance Co., Ltd.

Sanbancho UF Bldg. 2F, 6-3, Sanbancho, Chiyoda-Ku, Tokyo 102-0075.
Tel. : +81-3-5276-9069. Fax : +81-3-5276-5962.

URL : http:/Awww.unum.co.jp/

Yasuda Direct General Insurance Co., Ltd.

Sunshine 60 Bldg. 44F, 1-1, Higashi-lkebukuro 3-Chome, Toshima-Ku, Tokyo 170-6044.
Tel. : +481-3-5957-0111. Fax : +81-3-5952-1960.

URL: http://www.directline.co.jp/

The Yasuda General Insurance Co., Ltd.

29th Floor, Shinjuku MAYNDS Tower, 1-1, Yoyogi, 2-Chome, Shibuya-Ku, Tokyo 151-0053.

Tel. : +81-3-5352-8129. Fax : +81-3-5352-8948.

XV. Directory



Licensed Foreign Companies

(25 Companies as of December 1, 2002)

e AIlU Insurance Company (U.S.A.)
AIG Tokyo Bldg., 1-3, Marunouchi 1-Chome, Chiyoda-Ku, Tokyo 100-8234.
Tel. : +81-3-3216-6611.
URL : http://www.aiu.co.jp

e American Home Assurance Company (U.S.A.)
AlG Tower 21F, 2-4, Kinshi 1-Chome, Sumida-Ku, Tokyo 130-8562.
Tel.: +481-3-5619-3200. Fax : +81-3-5619-3153.
URL : http:/Awww.americanhome.co.jp

e Assicurazioni Generali S.p.A. (Italy)
ARK Mori Bldg. West 30F, 12-32, Akasaka 1-Chome, Minato-Ku, Tokyo 107-6030.
Tel. : +81-3-5562-8691. Fax : +81-3-5562-8690. E-mail : info@generali.co.jp
URL : http://www.generali.co.jp

e Assuranceforeningen GARD - gjensidig (Norway)
Tokyo Sakurada Bldg. 8F, 1-3, Nishi-Shimbashi 1-Chome, Minato-Ku, Tokyo 105-0003.
Tel. : +#81-3-3503-9291. Fax : +81-3-3503-9655.

e The Britannia Steam Ship Insurance Association Ltd. (U.K.)
3-5-1 Shiba, Minato-Ku, Tokyo 105-0014.
Tel. : +81-3-3769-6791. Fax : +81-3-3769-6792.

o CARDIF-Assurances Risques Divers (France)
9F Infoss tower 20-1 Sakuragaoka-cho, Shibuya-Ku, Tokyo 150-0031.
Tel. : +81-3-6415-6340.

o Compagnie Francaise D'assurance Pour Le Commerce Exterieur (Coface Japan / France)
Kioicho Bldg. 3F, 3-12, Kioi-cho, Chiyoda-Ku, Tokyo 102-0094.
Tel. : +481-3-3556-6250. Fax : +81-3-3556-6255.

o Eagle Star Insurance Company Ltd. (U.K.)
Kowa 16 Bldg. South 3F, 1-9-20 Akasaka, Minato-Ku, Tokyo 107-0052
Tel. : +81-3-3568-1711. Fax : +81-3-3568-1721.

o Federal Insurance Company (U.S.A.)
11F Kowa Nishi-shinbashi Bldg., 2-1-1, Nishi-shinbashi Minato-Ku, Tokyo 105-0003.
Tel. : +81-3-3519-8130. Fax : +81-3-3519-8135.
URL : http://www.chubbjapan.co.jp
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Gerling Allgemeine Versicherungs-AG (Germany)
Sanbancho KS Bldg 7F, 2 Banchi, Sanbancho, Chiyoda-Ku, Tokyo 102-0075.

Tel. : +81-3-5214-1361. Fax : +81-3-5214-1365. E-mail : solutions@gerling.co.jp
URL : http://www.gerling.co.jp

HERMES Kreditversicherungs-AG (Germany)
8-7, Kyobashi 1-Chome, Chuo-Ku, Tokyo 104-0031.
Tel. : +81-3-3538-5394. Fax : +81-3-3538-5395.

Hyundai Marine & Fire Insurance Company, Ltd. (Korea)

Yurakucho Denki Bldg., North Tower 8F, 7-1, Yurakucho 1-Chome, Chiyoda-Ku, Tokyo 100-0006.

Tel. : +81-3-3215-3434. Fax : +81-3-3215-3436.

Liberty Mutual Insurance Company (U.S.A.)
Kamiyacho Mori Bldg. 5F, 4-3-20 Toranomon, Minato-Ku, Tokyo 105-0001.
Tel. : +81-3-3431-5575. Fax : +81-3-3431-5533. E-mail : jp.info@libertyinternational.com

The London Assurance (U.K.)
Queen’s Tower B, 28F, 2-3-3 Minatomirai, Nishi-Ku Yokohama-Shi, Kanagawa 220-6128.
Tel. : +81-45-683-3800. Fax : +81-45-683-3819.

Lumbermens Mutual Casualty Company (U.S.A.)
Ryuen Bldg. 8F, 1-3-1 Shibakoen Minato-ku, Tokyo 105-0011.
Tel. : +81-3-5408-7755. Fax : +81-3-5408-7733.

URL : http:/Awww.kemperinsurance.com

Malayan Insurance Company, Inc. (The Philippines)
[The Tokio Marine & Fire Insurance Co., Ltd.]

Planning Group, International Department, 2-1, Marunouchi 1-Chome, Chiyoda-Ku, Tokyo 100-8050.

Tel. : +81-3-3285-1902. Fax : +81-3-3285-0270.

The New India Assurance Company, Ltd. (India)

Hibiya Park Bldg., 8-1, Yurakucho 1-Chome, Chiyoda-Ku, Tokyo 100-0006.
Tel. : +81-3-3214-4711. Fax : +81-3-3201-8045. E-mail : uw@newindia.co.jp
URL : http://www.newindia.co.jp

QBE Insurance (International) Ltd. (Australia)

Assend Kanda Bldg., 10-2, Kanda-Tomiyamacho, Chiyoda-Ku, Tokyo 101-0043.
Tel. : +81-3-5289-8821. Fax : +81-3-5289-8820. E-mail : info@qgbe.co.jp

URL : http://www.qgbe.com/asiapacific/
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e Royal & Sun Alliance Insurance plc (U.K.)
New Pier Takeshiba North Tower 23F, 1-11-1 Kaigan, Minato-Ku, Tokyo 105-0022.

Tel. : +81-3-5777-8351. Fax : +81-3-3432-5484.
URL : http://www.royalsun.co.jp

e The Society of Lloyd’s (U.K.) [Lloyd’s Japan Inc.]
Otemachi Financial Center 17F, 5-4, Otemachi 1-Chome, Chiyoda-Ku, Tokyo 100-0004.
Tel. : +81-3-3215-5291. Fax : +81-3-3215-5295.

e Transatlantic Reinsurance Company (U.S.A.)
Hibiya Park Bldg. 9F, 1-8-1 Yurakucho, Chiyoda-Ku, Tokyo 100-0006.
Tel. : +81-3-3212-6041. Fax : +81-3-3212-6046.
URL : http://www.transre.com

e The Travelers Indemnity Company (U.S.A.)
[NIPPONKOA Insurance Co., Ltd.]
7-3, Kasumigaseki 3-Chome, Chiyoda-Ku, Tokyo 100-0013.
Tel. : +81-3-3593-5156. Fax : +81-3-3593-5159.

e The United Kingdom Mutual Steam Ship Assurance Association (Bermuda) Ltd. (Bermuda)
Jimbo-cho NK Bldg., 7-3, Kanda Jimbo-cho 2-Chome, Chiyoda-Ku, Tokyo 101-0051.
Tel. : +81-3-3263-8880. Fax : +81-3-3263-8885.
URL : http://www.ukpandi.com

e Winterthur Swiss Insurance Company (Switzerland)
10-2, Shirokanedai 2-Chome, Minato-Ku, Tokyo 108-0071.
Tel. : +81-3-5423-0603. Fax : +81-3-5423-0623. E-mail : taiji.ito@winterthur.com
URL : http://www.winterthur.co.jp

e Zurich Insurance Company (Switzerland)
Shinanomachi Rengakan, 35 Shinanomachi, Shinjuku-Ku, Tokyo 160-8585.
Tel. : +81-3-5361-2580. Fax : +81-3-5361-2581.
URL : http://www.zurich.co.jp
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Outline of the Marine and Fire Insurance
Association of Japan, Inc.

1 | History

Prior to the present Association’s establishment
in 1946, its origin can be traced back to 1917, when
the Joint Fire Insurance Association of Japan was
founded by domestic and foreign insurance compa-
nies then operating in Japan. In 1939 the Joint
Association was reorganized as the Dai-Nippon Fire
Insurance Association. In 1941 it was amalgamated
with several marine insurance organizations, such as
the Japan Marine Underwriters’ Association and the
Hull Insurers’ Union, established in 1920 and 1927
respectively, into the former Marine and Fire
Insurance Association of Japan consisting of only
domestic companies as regular members. The follow-
ing year, in 1942, its name and functions were
changed to the Non-Life Insurance Control
Association assisting the government in the control
of the industry during a chaotic economic period.
Shortly after the hostilities ended, in September
1945, however, this Control Association was dis-
solved.

The present Marine and Fire Insurance
Association of Japan was reestablished on April 1,
1946, by all the domestic non-life insurance compa-
nies. On May 1, 1948, it was reorganized as an incor-
porated body and is currently composed of 25 mem-
ber companies.

(Note) Despite its name, the Marine and Fire Insurance
Association of Japan is in substance the non-life
insurance association. When the name was regis-
tered, “Marine” and “Fire” were the two major
classes representative of the then non-life insur-
ance industry in Japan. Even with all the great
changes which have taken place since then, the
name has remained intact.

XVI.

2 | Objective

The objective of the Association is to promote
the sound development and maintain the reliability
of the non-life insurance business in Japan.

3 Major Activities

a. Promotion of a better understanding of non-life
insurance and supply of information about non-
life insurance amongst the public

Sending lecturers to consumer study meetings,
giving consultation to the public, and conduct-
ing public relations activities through education
at school, etc.

b. Promotion of sound development and mainte-
nance of the reliability of the non-life insurance
industry

Developing codes of conduct for member com-
panies, strengthening non-life insurance compa-
nies’ disclosure, developing compliance pro-
grams to observe laws and regulations, etc.

c. Presentation of requests and proposals

Representing the non-life insurance industry in
the presentation of tax reform requests, regula-
tory reform requests, etc., and of opinions to
insurance administration, etc.

d. Response to social issues

Combating automobile theft, taking measures
to prevent insurance fraud, etc.

e. Loss prevention and traffic safety

Promoting public awareness of fire and disaster
prevention, taking measures to prevent and

Outline of the Marine and Fire Insurance Association of Japan, Inc.



reduce traffic accidents, etc.
International activities

Promoting dialogue and information exchange
with overseas insurance associations, participat-
ing in international organizations’ activities and
international meetings, providing training pro-
grams for and promoting dialogue and informa-
tion exchange with East Asian regions, etc.

Response to environmental issues and promo-
tion of NPO activities

Promoting the automobile parts recycling cam-
paign, promoting NPOs’ and voluntary activities,
etc.

Response to disasters

Practicing the earthquake insurance claims set-
tlement seminar and drill, etc.

a4 Member Companies (25 Companies
as of December 1, 2002)

Aioi Insurance Co., Ltd.

The Asahi Fire & Marine Insurance Co., Ltd.
AXA Non-Life Insurance Co., Ltd.

The Daido Fire & Marine Insurance Co., Ltd.
The Fuji Fire & Marine Insurance Co., Ltd.
The Japan Earthquake Reinsurance Co., Ltd.
JI Accident & Fire Insurance Co., Ltd.

The Kyoei Mutual Fire & Marine Insurance Co.
Meiji General Insurance Co., Ltd.

Mitsui Direct General Insurance Co., Ltd.
Mitsui Seimei General Insurance Co., Ltd.
Mitsui Sumitomo Insurance Co., Ltd.

The Nichido Fire & Marine Insurance Co., Ltd.
NIPPONKOA Insurance Co., Ltd.

Nissay Dowa General Insurance Co., Ltd.

The Nisshin Fire & Marine Insurance Co., Ltd.
SAISON Automobile and Fire Insurance Co., Ltd.
SECOM General Insurance Co., Ltd.

Sompo Japan Insurance Inc.

Sony Assurance Inc.

The Sumi-Sei General Insurance Co., Ltd.
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The Toa Reinsurance Co., Ltd.
The Tokio Marine & Fire Insurance Co., Ltd.

e Yasuda Direct General Insurance Co., Ltd.

2002)

Chairman
Mr. Kunio Ishihara

Vice Chairmen
Mr. Ken Matsuzawa
Mr. Tetsuo Ishizuka

Ordinary Directors
Mr. Akira Seshimo
Mr. Kazuho Oya
Mr. Mineo Fukawa

Mr. Naoto Miyara

The Yasuda General Insurance Co., Ltd.

5 Board Members (as of December 1,

Tokio M & F (President)
NIPPONKOA (President)
FUji F & M

(Chairman & CEQ)

Mr. Mitsuhito Minamisawa

Mr. Wataru Ozawa

Mr. Seisuke Adachi
Mr. Masaaki Nobuoka

Mr. Hiroyuki Uemura

Mr. Tomio Higuchi
Mr. Shuichiro Sudo

Mr. Michio Noda

Mr. Koshin Matsuzawa
Mr. Yasuyuki Yoshida
Mr. Hiroshi Hirano

Mr. Shinichi Yamamoto

Vice Chairman
Mr. Yoji Wakui

Executive Director
Mr. Eiji Nishiura

Aioi (President)
Asahi F & M (President)
AXA  (Executive Director)
Daido F & M (President)
JIAc. &F (President)
Kyoei Mutual F & M
(President)
Meiji General  (President)
Mitsui Direct General
(President)
Mistui Sumitomo
(President)
Nichido F & M (President)
Nissay Dowa General
(President)
Nisshin F & M (President)
SAISON A &F  (President)
SECOM General (President)
Sompo Japan  (President)
Sony Assurance (President)

Association
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Managing Directors
Mr. Makoto Akutsu Association
Mr. Kentaro Takenaka  Association

Ordinary Director
Mr. Terumasa Hasegawa Association

(General Manager of Corporate Planning Dept.)

Ordinary Auditors
Mr. Shinya Yoshikoshi ~ Toa Re. (President)
Mr. Kazumoto Adachi  Japan Earthquake Re.

(President)
Mr. Yoshihiro Masago  Certified Public Accountant

(Abbreviation)
e M & F: Marine and Fire
e [ & M: Fire and Marine
* A & F: Automobile and Fire
e Ac. & F: Accident and Fire

Organization (as of December 1, 2002)

GENERAL MEETING

BOARD OF DIRECTORS

AUDITORS

CHAIRMAN
VICE CHAIRMEN
EXECUTIVE DIRECTOR
MANAGING DIRECTORS
DIRECTORS

HEAD OFFICE

CORPORATE PLANNING AND
COORDINATING DEPARTMENT

PUBLIC RELATIONS OFFICE

LEGAL AFFAIRS OFFICE

LIFE & SECURITY SERVICES DEPARTMENT

INTERNATIONAL DEPARTMENT

BUSINESS PLANNING DEPARTMENT

BUSINESS OPERATION DEPARTMENT

GENERAL AFFAIRS AND PERSONNEL DEPARTMENT

BRANCH OFFICES
HOKKAIDO
TOHOKU
NIIGATA
TOKYO
YOKOHAMA
SHIZUOKA
KANAZAWA
NAGOYA
KINKI
KOBE
CHUGOKU
SHIKOKU
KYUSHU
OKINAWA

Automobile Insurance Claims Counseling Centers
(50 Centers throughout the country)
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APPENDICES

. Overall Business Results

. Abridged Balance Sheet <Assets>

. Abridged Balance Sheet <Liabilities and Equities>

. Direct Premiums by Line

. Net Premiums by Line

. Direct Claims and Maturity Refunds Paid

. Number of Sales Staff engaged in Non-Life Agency Business
. Number of Agents by Type of Business

. Developments in Ownership of Earthquake Insurance on

Dwelling Risks Policies and Transition of its System

. Major Catastrophe Losses (5ince 1945)
11,
12
13.

Claims Paid for Natural Disasters
Maritime Accidents by Ships (Ships of Japanese Registration)

High-Amount Court Awards for Victims and Property Damage
of Traffic Accidents

Bankruptcy Procedures for the Daiichi Mutual Fire & Marine
Insurance Company

Reorganization Procedures for the Taisei Fire & Marine
Insurance Company, Ltd.



1. Overall Business Results
(billion yen & %)

Net Premiums Written 6,229.0 100.0 6,551.5 100.0 6,765.3 100.0 6,959.3 100.0
Net Claims Paid 3,349.6 53.8 3,481.2 53.1 3,387.9 50.1 3,356.3 48.2
Net Operating Expenses 2,633.6 42.3 2,755.0 421 2,819.8 41.7 2,883.8 41.4
Business Balance 245.8 3.9 315.3 4.8 557.6 8.2 719.2 10.3
Savings Portion of Maturity-refund type Insurance Premiums 2,563.2 411 2,847.1 435 2,626.7 38.8 2,702.2 38.8
Investment Income on Deposit Premiums 770.9 12.4 730.4 11 723.5 10.7 683.4 9.8
Maturity Refunds and Policyholder Dividends 2,578.8 41.4 3,344.0 51.0 3,068.5 45.4 2,900.2 417
Other Underwriting Income and Expenses -97.9 -1.6 -84.0 -1.3 -86.3 -1.3 -14.9 -0.2
Provision for Outstanding Loss Reserves 254 0.4 30.7 0.5 52.2 0.8 94.0 1.4
Provision for Liability Reserves 885.5 14.2 357.5 5.5 401.9 5.9 738.2 10.6
Underwriting Profits -7.7 -0.1 76.5 1.2 298.8 4.4 357.4 5.1
Non-underwriting Profits 320.3 5.1 198.6 3.0 61.6 0.9 -26.1 -0.4
Ordinary Profits 312.6 5.0 275.1 4.2 360.4 53 331.2 4.8
Special Profits 12.9 0.2 20.9 0.3 9.4 0.1 69.9 1.0
Corporate Income Taxes and Corporate Resident Taxes 188.3 3.0 177.8 2.7 264.0 3.9 295.8 4.3
Net Profits for the Current Year 137.2 2.2 118.2 1.8 105.9 1.6 105.4 1.5
Retained Surplus brought forward from the Previous Year 43.0 0.7 40.6 0.6 37.1 0.5 36.8 0.5
Unappropriated Earned Surplus of the Current Year 180.3 2.9 158.8 2.4 143.0 2.1 142.2 2.0

(billion yen & %)

Ordinary Income and Expenses

Underwriting Income 10,813.9 42 10,590.1 -2.1 10,1091 -4.5 10,083.9 O 29,7034 »1 0 93529 -2.1
(Net Premiums Written) (7,2282) ( (7,2154) ( -0.2) (6915.1) ( -42) (68893) ( -04) (6874.1) ( 06) (6811.8) ( 0.4)
Solizg P°{;g’e"|g:u"{'aarfgg'f};:ﬁ]‘;ﬂ&i) (2,8464) ( 53) (2,5938) ( -89) (2,2175) ( -145) ( 1,957.8) ( -11.7) ( 1,6759) ( -9.9) ( 1,402.8) ( -14.8)
(Reversal of Outstanding Loss Reserves) ( —) =) ( =) =) 205 ( —)( 1.8) ( -91.0) ( —) (-100.0) ( —)| ( —)
(Reversal of Liability Reserves) ( —)( =) ( —) ( —) ( 3433) ( —) ( 655.6) ( 91.00 ( 6686) ( 139 ( 6288) ( -3.4)
Underwriting Expenses 9,1389 50 8,860.8 3.0 84423 47 85617 14 83339 O 5 82399 04
(Net Claims Paid) (13,490.5 ( 4.0) (3,5364) ( 1.3) (36406) ( 29 (3,749.00 ( 3.0) (3,765.2) ( ) (3,699.8) ( -0.5)
(Loss Adjustment Expenses) (3232 ( 24) ( 327.1) (12 ( 3262) ( -03) ( 327.00 ( 03) ( 3283) ( 3) ( 3314) ( 3.0)
(Agency Commissions and Brokerage) ( 1,323.4) ( 3.6) ( 1,355.1) ( 2.4) (12915 ( -47) (1,2754) ( -1.2) ( 1,266.1) ( ) (11,263.9 ( 13)
(Maturity Refunds to Policyholders)  ( 3,469.3) ( 20 6) (3,250.8) ( -6.3) ( 3,049.4) ( -6.2) (3,044.0) ( -0.2) (2,6855) ( -5.0) ( 2,433.4) ( -7.5)
(Provision for Outstanding Loss Reserves) (  96.0) ( 2.1) ( 37.0) ( -61.5) ( —)( =) ( —) ( —) ( 1576) (  —) ( 323.3) ( 104.6)
(Provision for Liability Reserves) ( 336.5) ( -54.4) ( 131.4) ( -61.0) ( —) =) ( = =) —) =) ( —)| ( —)
Investment Income 6714  -126 898.4 33.8 976.5 8.7 942.4 -3.5 6074  -353 630.6 55
(Interest and Dividend Income) (1 9373) ( -64) ( 9222) ( -16) ( 8609) ( -6.6) ( 777.8) ( -9.7) ( 627.6) ( -16.0) ( 577.7) ( -6.7)
(Profits on Sales of Securities) (342.4) ( -17.9) ( 510.1) ( 49.0) ( 5736) ( 125 ( 590.0) ( 29 ( 297.4) ( -48.0) ( 3294) ( 13.3)
Investment Expenses 278.6 -7.2 5779 1074 542.8 -6.1 672.4 239 1994 -67.0 489.6 150.0
(Losses on Sales of Securities) ( 69.2) ( -69.8) ( 157.9) (128.0) ( 215.1) ( 36.3) ( 3205 ( 49.0) ( 35.0) ( -89.1) ( 53.2) ( 55.4)
(Losses on Devaluation of Securities) ( 131.8) (412.0) ( 346.7) (163.0) ( 254.2) ( -26.7) ( 261.8) ( 3.0) ( 846) ( -58.0) ( 364.3) ( 3442)
Operating and General Administrative Expenses ~ 1,592.4 22 15672 -1.6 11,5264 26 14884 25 1,409.8 41 13475 3.1

(Operating and General Administrative ; R . }
Expenses on Underwriting) (11,4986) ( 1.9 (14756) ( -1.5 (1,4348) ( -28) (13913 ( -3.0) (13153) ( -44) (1,2580)

w

Other Ordinary Income and Expenses -97.7 — -106.4 — -203.1 — -85.2 — -31.6 — -30.6 —
Ordinary Profits 3776 -22.6 376.2 -0.4 3711 -14 2185 411 336.1 4.0 -124.0 -137.5
(Underwriting Profits) (1487 ( -16.7) ( 259.0) ( 74.2) ( 240.7) ( -7.1) ( 1285) ( -46.6) (  506) ( -61.2) ( -149.2) ( -414.5)
Special Profits and Losses Balance -44.7 — -11.5 — -94.8 — -227.1 — -164.1 — -149.7 —
Profits for the Current Year before Corporate Taxes — — — — — — — — 171.9 85 -273.7 -261.0
Corporate Income Taxes and Corporate Resident Taxes 2321 -21.5 2534 9.2 184.1 =273 130.0 -294 66.1 -49.1 108.5 66.7
Adjustments in Corporate Income Taxes, etc. — — — — — — -70.7 — 1.1 — -227.3 -17,493.0
Net Profits for the Current Year 100.8 -4.3 1113 10.5 922 172 -67.8 -173.5 104.7 5.4 -154.8 -249.4
Retained Surplus brought forward from the Previous Year 37.9 3.1 245 -355 23.8 2.7 7.1 -129.6 40.7 — — —

Unappropriated Earned Surplus of the Current Year 138.8 2.4 135.9 -2.1 116.1 -145 3268 1815 1396 -71.9 — —

(Note) Terminology, forms, and methods of preparation of financial statements have been revised since fiscal 1996, in line with the revision of the Enforcement
Regulation of the Insurance Business Law.

(O) Figures for fiscal 2000 and fiscal 2001 exclude those of two companies which went bankrupt in May 2000 and November 2001.
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2. Abridged Balance Sheet <Assets>
(billion yen & %)

Deposits 2,065.5 7.5 1,968.9 7.1 1,812.9 6.4 1,825.0 6.2 1,851.1 6.1
Call Loans 703.6 2.6 832.9 3.0 822.9 2.9 1,003.1 3.4 1,010.5 3.3
Receivables under Resales Agreements — — — — — — — — — —
Monetary Receivables Bought 222.4 0.8 228.6 0.8 288.9 1.0 273.5 0.9 257.0 0.8
Money Trusts 1,044.6 3.8 1,104.1 4.0 983.2 3.5 972.0 3.3 957.5 3.2
Securities 12,314.8 44.9 12,816.1 46.4 13,921.2 489 14,811.1 50.3 15,597.7 51.4
(National Government Bonds) ( 8174) ( 3.0 ( 9106) ( 33) ( 8435 ( 3.00 ( 657.7) ( 22) ( 7043) ( 2.3)
(Local Government Bonds) ( 273.1) ( 1.00 ( 301.3) ( 1.1) ( 5123) ( 1.8) ( 8534) ( 29 (1,0346) ( 34
(Corporate Bonds) (23173) ( 84) (2461.7) ( 89 (2776.4) ( 98) (3,267.8) ( 11.1) ( 3,420.2) ( 11.3)
(Stocks) (4,765.7) (17.4) (4,961.3) (180) ( 5274.00 (185 (53734) (182) ( 5496.6) ( 18.1)
(Foreign Securities) (3,478.7) (12.7) (3,609.8) ( 13.1) (4,011.2) (14.1) (4,160.6) ( 14.1) ( 4,394.7) ( 14.5)
(Other Securities) (2282) ( 0.8 ( 2104) ( 08 ( 2005 ( 0.7) ( 3196) ( 1.1) (4519) ( 1.5
(Securities Loaned) ( 4343) ( 1.6) ( 3608 ( 1.3) ( 3033) ( 1.1 ( 1786) ( 0.6) (95.3) ( 0.3)
Loans 7,219.6 26.3 6,737.5 24.4 6,574.9 23.1 6,552.2 22.2 6,558.7 21.6
Real Estate 1,568.7 5.7 1,631.2 5.9 1,822.0 6.4 1,817.7 6.2 1,846.8 6.1
(Total Working Assets) (25,139.4) (1 91.6) (25,319.3) ( 91.6) (26,225.8) ( 92.2) (27,254.7) ( 92.5) (28,079.2) ( 92.5)
Other Assets 2,305.0 8.4 2,319.2 8.4 2,233.8 7.8 2,198.1 7.3 2,278.8 7.5
Total Assets 27,4445 100.0 27,638.7 100.0 28,459.8 100.0 29,4529 100.0 30,358.1 100.0
(billion yen & %)
Deposits 1,508.7 4.9 1,459.4 4.7 1,484.9 4.7 1,759.1 5.1 1,986.8 6.0
Call Loans 1,127.0 3.6 838.5 2.7 1,039.0 3.3 835.7 2.4 555.1 1.7
Receivables under Resales Agreements — — — — — — 10.0 0.0 1.0 0.0
Monetary Receivables Bought 442.8 1.4 849.7 2.8 373.7 1.2 491.9 1.4 276.0 0.8
Money Trusts 816.7 2.6 672.7 2.2 551.4 1.8 383.9 1.1 341.8 1.0
Securities 16,151.8 51.9 16,388.3 53.2 16,865.2 53.8 21,866.6 63.0 20,643.6 62.3
(National Government Bonds) ( 6273) ( 2.0 ( 8338 ( 27) (10434) ( 3.3) (14080 ( 41) (18008 ( 54
(Local Government Bonds) (1,2393) ( 40 (1,230.7) ( 40 (13262 ( 42 (1391.1) ( 40 (1,3303) ( 4.0
(Corporate Bonds) (3,929.3) (12.6) ( 4,026.00 (13.1) (4,3122) (137 (4,581.8) (13.2) (4,432.0) ( 13.4)
(Stocks) (54281) (174) (55943) (182) (56305 (18.0) (10,328.1) (29.8) ( 8,862.1) ( 26.8)
(Foreign Securities) (4,344.1) ( 14.0) ( 4,108.6) ( 13.3) (3,907.2) (125 (3,7085) ( 10.7) ( 3,787.2) ( 11.4)
(Other Securities) ( 4076) ( 1.3) ( 403.80 ( 1.3) ( 4845 ( 15 ( 449.0) ( 1.3) ( 431.1) ( 1.3
(Securities Loaned) ( 176.1) ( 06) ( 191.00 ( 06) ( 161.1) ( 05 ( —) =) | - ( =)
Loans 6,663.5 21.4 6,271.3 20.3 5,488.8 17.5 4,452.2 12.8 3,833.0 11.6
Real Estate 1,825.7 5.9 1,817.0 5.9 1,791.3 5.7 1,691.3 4.9 1,542.9 4.7
(Total Working Assets) (28,536.2) ( 91.7) (28,296.9) ( 91.8) (27,594.5) ( 88.0) (31,490.7) ( 90.7) (29,180.4) ( 88.1)
Other Assets 2,581.1 8.3 2,526.8 8.2 3,769.9 12.0 3,224.9 9.3 3,940.0 11.9
Total Assets 31,117.4 100.0 30,823.7 100.0 31,364.5 100.0 34,715.6 100.0 33,120.5 100.0

(Note) “Other Assets” is composed of 1) Cash in hand, 2) Furniture and fixtures, 3) Construction in progress, 4) Amounts due from agency business, 5) Amounts
due from other domestic companies for reinsurance, 6) Custmer’s liability for acceptance and guarantee, 7) Deferred tax assets, and 8)Miscellaneous.

(O) Figures for fiscal 2000 and fiscal 2001 exclude those of two companies which went bankrupt in May 2000 and November 2001.
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3. Abridged Balance Sheet <Liabilities and Equities>

Fiscal 1994

(billion yen & %)
Fiscal 1996

Underwriting Reserves 22,830.8 83.2 23,214.9 84.0 23,659.9 83.1 24,4851 67.2 24,9621 82.2
(Liability Reserves) (20,959.3) ( 76.4) (21,316.9) ( 77.1) (21,718.8) ( 76.3) (22,457.0) ( 76.2) (22,833.6) ( 75.2)
(Outstanding Loss Reserves) (1,8154) ( 6.6) (1,846.2) ( 6.7) (18983 ( 67) (19923) ( 6.8) (20974 ( 6.9
(Others) ( 56.1) ( 0.2) ( 51.8) ( 0.2) ( 42.8) ( 0.2) ( 357) ( 0.1) ( 31.00 ( 0.1)

Other Liabilities 2,212.1 8.0 1,964.3 7.1 2,285.4 8.0 2,393.7 8.1 2,484.2 8.2

Total Liabilities 25,043.0 91.2 25,179.3 91.1 25,945.4 91.2 26,878.8 91.3 27,446.4 90.4

Capital 621.5 2.3 622.3 2.3 625.6 2.2 631.1 2.1 814.3 2.7

Legal Reserves 4431 1.6 451.9 1.6 459.2 1.6 467.7 1.6 582.5 1.9

Surpluses 1,336.9 49 1,385.2 5.0 1,429.6 5.0 1,475.4 5.0 1,514.9 5.0
(Profits for the Current Year) (1372) ( 05 ( 1182) ( 04) ( 1059 ( 04) ( 1054) ( 04) ( 1008) ( 0.3)
Total Equities 2,401.5 8.8 2,459.4 8.9 2,514.4 8.8 2,574.1 8.7 2,911.7 9.6
Total Liabilities and Equities 27,4445 100.0 27,638.7 100.0 28,459.8 100.0 29,4529 100.0 30,358.1 100.0

(billion yen & %)

mount | Shar | Amouns | svare | Amouns | stare | Amoun | share | Amount | shar |

Underwriting Reserves 25,1268  80.8 24,7620 803 251073  80.1 233202 672 226733 685
(Liability Reserves) (22,965.0) ( 73.8) (22,621.5) ( 73.4) (22,969.0) ( 73.2) (21,068.0) ( 60.7) (20,122.4) ( 60.8)
(Outstanding Loss Reserves) (2,1344) ( 69 (21138 ( 68 (21122) ( 67) (22521 ( 65 (25508 ( 7.7)
(Others) (274 Con ( 267 (01 ( 261 (01 0.1 ( 00 ( 0.1 ( 00
Other Liabilities 2,970.3 9.5 2,939.6 96  2,8352 9.0 43407 125 44176 133
Total Liabilities 28,097.1 903 27,7016  89.9 27,9425 891 27,6610  79.7 27,0909  81.8
Capital 841.8 2.7 888.2 2.9 901.9 2.9 856.9 2.5 842.1 2.5
Legal Reserves 620.9 2.0 646.1 2.1 673.8 2.1 693.4 2.0 631.8 19
Surpluses 1,557.6 5.0 1,587.7 5.1 1,846.3 5.9 2,039.9 5.9 1,796.1 5.4
(Profits for the Current Year) (113 (04 ( 922 ( 03) ( 3268 ( 1.00 ( 1047) ( 03) ( -1548) ( -0.5
Total Equities 3,020.3 9.7 3,122.0 | 101 34220 109 7,0546 203 6,029.6 182
Total Liabilities and Equities 31,117.4 100.0 30,8237 100.0 31,3645 100.0 34,7156 100.0  33,120.5 100.0

(Note) “Other Liabilities” consists of 1) Amounts due to other domestic insurance companies for reinsurance, 2) Accured taxes, 3) Convertible bonds,
4) Reserves for bad debts and for retirement allowance, 5) Acceptance and guarantee, and 6) Miscellaneous.

(O) Figures for fiscal 2000 and fiscal 2001 exclude those of two companies which went bankrupt in May 2000 and November 2001.



4. Direct Premiums by Line

(million yen & %)

Fire 1,679,118 4.1 1,821,791 8.5 1,854,494 1.8 1,853,364 -0.1 1,902,702 2.7
(Maturity-refund type) ( 843,804) ( 1.5) ( 942,060) ( 11.6) ( 894,388) ( -5.1) ( 858,219) ( -4.0) ( 844,488) ( -1.6)
Voluntary Automobile 3,007,564 8.9 3,293,655 9.5 3,444,927 4.6 3,535,792 2.6 3,649,071 3.2
(Maturity-refund type) ( - =) =) =) | - =) =) =) - =)
Personal Accident 2,542,171 -5.1 2,793,730 9.9 2,619,717 -6.2 2,730,623 4.2 2,892,951 5.9
(Maturity-refund type) (1,980,646) ( -6.4) (2,210,554) ( 11.6) ( 2,021,958) ( -85) ( 2,115,638 ( 4.6) ( 2,251,163) ( 6.4)
Miscellaneous Casualty 707,919 -2.5 694,303 -1.9 698,785 0.6 750,800 7.4 793,468 5.7
(Maturity-refund type) ( 58,811) (-32.8) ( 55,002) ( -6.5) ( 52,161) ( -5.2) ( 70,726) ( 35.6) ( 70,622) ( -0.1)
Marine and Inland Transit 309,839 1.4 301,881 -2.6 305,067 1.1 306,851 0.6 320,765 4.5
Marine Hull 102,393 12.2 108,157 5.6 105,242 -2.7 97,545 -7.3 92,209 -5.5
Marine Cargo 142,896 -4.1 130,495 -8.7 135,959 4.2 143,930 5.9 161,147 12.0
Inland Transit 64,550 -1.2 63,229 -2.0 63,866 1.0 65,377 2.4 67,409 3.1
Sub-total 8,246,611 2.0 8,905,359 8.0 8,922,990 0.2 9,177,430 2.9 9,558,957 4.2
Compulsory Automobile
o 1,076,278 -2.3 1,001,857 -6.9 1,005,150 0.3 1,034,273 2.9 1,063,021 2.8
Liability
Grand total 9,322,889 1.5 9,907,217 6.3 9,928,140 0.2 10,211,704 29 10,621,978 4.0
(Maturity-refund type) (2,883,260) ( -5.00 ( 3,207,616) ( 11.2) ( 2,968,507) ( -7.5) ( 3,044,584) ( 2.6) ( 3,166,273) ( 4.0)
(million yen & %)
Fire 1,901,652 -0.1 1,774,122 -6.7 1,744,255 -1.7 1,583,618 -9.2 1,507,526 -4.8
(Maturity-refund type) ( 810,960) ( -4.0)0 ( 754,434) ( -7.00 ( 722,007) ( -4.3) ( 566,342) (-216) ( 478,285 (-15.5)
Voluntary Automobile 3,688,850 1.1 3,572,065 -3.2 3,599,908 0.8 3,649,981 1.4 3,676,513 0.7
(Maturity-refund type) ( - =) ( - =)« 3,023) ( —) ( 13,536) (347.8) ( 14,756) ( 9.0
Personal Accident 2,666,790 -7.8 2,295,419 -13.9 2,049,840 -10.7 1,831,264 -10.7 1,625,265 -11.2
(Maturity-refund type) (2,023,671) (-10.1) ( 1,676,318) (-17.2) ( 1,430,574) (-14.7) ( 1,226,983) (-14.2) ( 1,041,031) (-15.2)
Miscellaneous Casualty 776,114 -2.2 746,046 -3.9 733,633 -1.7 758,577 3.4 783,911 3.3
(Maturity-refund type) ( 46,460) (-34.2) ( 44,144) ( -5.0) ( 39,739) (-10.0) ( 47,422) ( 19.3) ( 27,873) (-41.2)
Marine and Inland Transit 309,681 -3.5 279,666 -9.7 251,504 -10.1 250,477 -0.4 250,727 0.1
Marine Hull 78,058 -15.3 68,290 -12.5 59,726 -12.5 57,034 -4.5 63,072 10.6
Marine Cargo 163,782 1.6 146,988 -10.3 127,905 -13.0 128,512 0.5 124,142 -3.4
Inland Transit 67,840 0.6 64,388 -5.1 63,873 -0.8 64,930 1.7 63,511 -2.2
Sub-total 9,343,087 -2.3 8,667,318 -7.2 8,379,140 -3.3 8,073,919 -3.6 7,843,943 -2.8
Compulsory Automobile
o 970,632 -8.7 955,582 -1.6 980,473 2.6 987,786 0.7 986,576 -0.1
Liability
Grand total 10,313,719 -2.9 9,622,900 -6.7 9,359,613 -2.7 9,061,705 -3.2 8,830,520 -2.6
(Maturity-refund type) (2,881,091) ( -9.0) ( 2,474,896) (-14.1) ( 2,195,343) (-11.3) ( 1,854,284) (-15.5) ( 1,561,946) (-15.8)

(Notes) 1. Figures include direct premiums written abroad.

2. Direct Premiums Written = Gross Direct Premiums (including the Savings Portion of Maturity-refund type Insurance Premiums) - Various Returns other
than Maturity Refunds (including return premiums for cancellation, no-claim returns, and return premiums resulting from the decrease of insurable risks)
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5. Net Premiums by Line

Fiscal 1994

(million yen & %)

Fiscal 1996
Gloss of Business | Fscal1992 | Fiscal1993 | | Fiscal1995
[ Amount_[Growth| Amount_[Growth| Amount_[Growin| _Ameunt_[crowth| _Ameunt_[crowih
Fire 989,926 0.7 1,017,022 2.7 1,076,867 5.9 1,105,961 2.7 1,175,180 6.3
Voluntary Automobile 3,030,497 9.0 3,314,553 9.4 3,466,250 4.6 3,555,270 2.6 3,666,582 3.1
Personal Accident 700,806 1.0 756,686 8.0 760,049 0.4 782,749 3.0 797,101 1.8
Miscellaneous Casualty 629,197 0.6 615,959 -2.1 621,749 0.9 651,276 4.7 694,050 6.6
Marine and Inland Transit 281,698 -3.0 265,375 -5.8 270,129 1.8 273,508 1.3 293,335 7.2
(Marine Hull) ( 81012) ( 0.8 ( 81,744 ( 09 ( 79657) ( -2.6) ( 74,055 ( -7.00 ( 73,473) ( -0.8)
(Marine Cargo) (139,876) ( -5.1) ( 124,495 (-11.0) ( 130,387) ( 4.7) ( 137,473) ( 5.4) ( 155885 ( 13.4)
(Inland Transit) ( 60,810) ( -2.8) ( 59,136) ( -2.8) ( 60,084) ( 1.6) ( 61980 ( 3.2) ( 63975 ( 3.2
Sub-total 5,632,124 4.8 5,969,596 6.0 6,195,046 3.8 6,368,767 2.8 6,626,250 4.0
Compulsory Automobile
596,903 -3.7 581,965 -2.5 570,226 -2.0 590,508 3.6 601,908 1.9
Liability
Grand total 6,229,027 4.0 6,551,561 5.2 6,765,273 3.3 6,959,275 29 7,228,158 3.9

Fiscal 1997

Fiscal 1998

(million yen & %)

o Fiscal 1999 Fiscal 2000 | Fiscal2001 |
ass of Business
[ Amount_JGrowih|_Amount_[Growh|_Amount_[Growth| Amourt_[Growih| _Amount_|Growt|
Fire 1,186,054 0.9 1,117,182 -5.8 1,105,163 -1.1 1,053,735 -4.7 1,031,948 -2.1
Voluntary Automobile 3,697,444 0.8 3,575,870 -3.3 3,605,062 0.8 3,650,119 1.2 3,674,497 0.7
Personal Accident 765,795 -3.9 718,693 -6.2 705,765 -1.8 676,576 -4.1 645,609 -4.6
Miscellaneous Casualty 702,505 1.2 688,091 -2.1 676,203 -1.7 692,325 2.4 725,448 4.8
Marine and Inland Transit 287,583 -2.0 261,217 -9.2 232,122 -11.1 231,463 -0.3 231,843 0.2
(Marine Hull) ( 63,582) (-13.5) ( 55939 (-12.00 ( 59,697) ( 6.7) ( 44901) (-248) ( 47,8100 ( 6.5
(Marine Cargo) ( 159,574) ( 2.4) ( 143,440) (-10.1) ( 111,659) (-22.2) ( 124,864) ( 11.8) ( 123,963) ( -0.7)
(Inland Transit) ( 64426) ( 07) ( 61831 ( 40 ( 60754 ( -1.7) ( 61,684) ( 15 ( 60056 ( -2.6)
Sub-total 6,639,384 0.2 6,361,138 -4.2 6,324,405 -0.6 6,304,301 -0.3 6,309,424 0.1
Compulsory Automobile
576,014 -4.3 553,926 -3.8 564,942 2.0 569,835 0.9 572,171 0.4
Liability
Grand total 7,215,398 -0.2 6,915,064 -4.2 6,889,347 -0.4 6,874,136 -0.2 6,881,595 0.1

(Note) Net Premiums Written = Direct Premiums Written + Inward Reinsurance Net Premiums - Outward Reinsurance Net Premiums - Savings Portion of
Maturity-refurd type Insurance Premiums



6. Direct Claims and Maturity Refunds Paid

(billion yen)
o e [
Automobile Paid
1992 323.7 1,809.2 808.0 270.2 93.7 83.0 3,727.4 2,578.8
1993 397.2 1,908.5 829.8 284.3 71.3 733 3,914.7 3,344.0
1994 363.8 1,866.1 832.0 298.6 57.3 69.9 3,826.1 3,068.5
1995 295.5 1,902.1 830.4 290.3 53.4 73.5 3,783.5 2,901.9
1996 336.7 1,955.3 835.8 296.5 51.9 79.1 3,925.2 3,484.4
1997 3279 1,989.9 849.6 299.4 51.1 771 3,978.0 3,262.4
1998 447.6 1,998.7 850.2 290.1 44.7 77.0 4,110.3 3,061.6
1999 544.4 2,083.4 871.2 290.6 45.6 68.2 4,316.4 3,067.1
2000 363.8 2,190.3 888.2 278.2 38.1 58.1 4,245.3 2,690.3
2001 325.0 2,115.0 889.6 265.5 39.9 64.6 4,167.3 2,483.2

(Notes) 1. “CALI" is an acronym of Compulsory Automobile Liability Insurance.
2. "Total Claims Paid” means the aggregate amount of direct claims paid under all lines of insurance.

7. Number of Sales Staff engaged in Non-Life Agency Business

1,127,383 \ 1,060,561 \ 1,089,569 \ 1,086,264 \ 1,181,865
1,170,497 \ 1,180,784 \ 1,154,511 \ 1,145,252 \ 1,575,195

(Notes) 1. The above figures stand for the total of domestic and foreign insurance companies.
2. Figures above are as of the end of each fiscal year.



8. Number of Agents by Type of Business

e "] e e e e e

Exclusive 370,136 78.7 366,222 78.2 367,538 78.1 372,061 78.1 494,376 79.3
Miisepresentatve 0037 213 tousi 218 a0 219 ioaiss 219 s 207
Corporate 121,383 258 125,778 26.9 129,747 27.6 133,152 28.0 136,682 219
il sor0  aa wass 731 worsa ma s 70 amos 7t
Full-time 91,917 19.5 93,103 19.9 93,602 19.9 96,931 204 90,567 14.5
Cpatime sesse s wasmo 1 wess  so1  weas  es  smin 55
Total 470,513 100.0 468,033 100.0 470,541 100.0 476,217 100.0 623,741 100.0

1998
e e
Exclusive 465,402 78.6 476,860 80.3 438,950 76.9 382,152 75.0 261,597 76.4
Muirepresentatve D67 214 1o 197 iss 231 s 250 mossa 236
Corporate 135,529 229 132,361 223 128,630 225 127,019 249 124,190 36.3
ol sessr 1 aeisi w7 awae s w751 2o 637
Full-time 85,544 14.4 79,126 133 73,353 12.8 60,264 11.8 58,557 171
N esss  ass  sias  mer  amsss @2 s a2 omes @9
Total 592,126 100.0 593,872 100.0 570,919 100.0 509,619 100.0 342,191 100.0

(Notes) 1. The above figures stand for the total of domestic and foreign insurance companies.
2. "Multi-representative” agents mean agents who have been commissioned to act as an agent of two or more non-life insurance companies.
3. Figures above are as of the end of each fiscal year.



9. Developments in Ownership of Earthquake Insurance on Dwelling Risks Policies and Transition of
its System

= What is Earthquake Insurance on Dwelling Risks

Earthquake Insurance on Dwelling Risks will pay claims for losses of buildings or contents caused by fire, destruction,
burying or washing-away following earthquake, volcanic eruption, or tsunami following earthquake or volcanic eruption.
The subject for Earthquake Insurance on Dwelling Risks is dwelling houses (houses used as residence exclusively or partial-
ly) and household goods (movables for domestic living) and is undertaken with fire insurance policies. The insured amount
of Earthquake Insurance on Dwelling Risks is set between 30% and 50% of the insured amount of fire insurance, and the
upper limits are 50 million yen for dwelling houses and 10 million yen for household goods.

= Developments in Ownership of Earthquake Insurance on Dwelling Risks Policies

No. of Policies —— Ownership of Policies for Households

Thousand
8,000 %
0

19.5 .
7,000 20.0

6,000

16.6% 15.415.415.2 150
5,000 ’
4,000
<10.0
3,000 =
1773717070
.50

1966 1968 1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2001 ?;g?l

(Notes) 1. The number of policies is that of Earthquake Insurance on Dwelling Risks policies in force as of the end of each fiscal year. (Source: Survey conducted
by Non-Life Insurance Rating Organization of Japan)
2. The number of households is the figure at the end of each fiscal year based on the Residents Basic Register.

= Transition in Revisions of Earthquake Insurance on Dwelling Risks System

June 1, 1966 Building: 0.9 million yen

(Established) Contents: 0.6 million yen 300 billion yen
30% of the insured T -
o Building: 1.5 million yen .
May 1, 1972 Total Loss only amount of fire insur- o 12 ilien e 400 billion yen
ance policy o
Apr. 1, 1975 Building: 2.4 million yen 800 billion yen
Apr. 1, 1978 Contents: 1.5 million yen
1,200 billion yen
July 1, 1980
Total Loss/Half Loss
Apr. 1, 1982 .
Apr. 1, 1991 Building:  10.0 m?llion yen 1,500 billion yen
Contents: 5.0 million yen —
June 24, 1994 From 30% to 50% of 1,800 billion yen
Oct. 19, 1995 the insured amount of .
Jan. 1, 1996 Total Loss/Half Loss/ fire insurance policy 3,100 billion yen
Minor Loss .
Apr. 1, 1997 Building:  50.0 million yen 3,700 billion yen
Apr. 14, 1999 Contents: 10.0 million yen 4,100 billion yen
Apr. 1, 2002 4,500 billion yen
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10. Major Catastrophe Losses (Since 1945)

10-1. Major Windstorms and Floods

Makurazaki Typhoon Sept. 1945 3,756 89,839 273,888
Catherine Typhoon Sept. 1947 1,930 9,298 384,743
Typhoon lon Sept. 1948 838 18,017 120,035
Typhoon Jane Sept. 1950 508 56,131 166,605
Typhoon Ruth Oct. 1951 943 221,118 138,273
\?V‘;‘;‘;:]z(:?:o(:f)compa”ymg June 1953 1,013 34,655 454,643
Nanki Downpour July 1953 1,124 10,889 86,479
Typhoon No. 13 Sept. 1953 478 86,398 495,875
Toyamaru Typhoon Sept. 1954 1,761 207,542 103,533
Isahaya Downpour July 1957 992 6,811 72,565
Kanogawa Typhoon Sept. 1958 1,269 16,743 521,715
Isewan Typhoon Sept. 1959 5,098 833,965 363,611
2nd Muroto Typhoon Sept. 1961 202 499,444 384,120
;Zggﬁir;?y?n; ?Nigfher tont Sept. 1976 169 11,193 442,317
Typhoon No. 20 Oct. 1979 111 7,523 37,450
Downpour, July 1982 July 1982 345 851 52,165
.
s
Downpour, July 1983 July 1983 117 3,669 17,141
Typhoon No.10 Aug. 1986 21 2,683 105,072
Typhoon No. 19 Sept. 1991 62 170,447 22,965
Downpour, August 1993 Aug. 1993 79 824 21,987
;}clsgr:%r;r:\‘y?ﬁgsvj:adther front Sept. 1999 36 47.150 23.218
Hailstorm, May 2000 May 2000 0 24,691 43
Downpour, September 2000 Sept. 2000 10 312 71,291
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10-2. Major Earthquakes, etc.

Number of Casualties and Property Damage

Name of Date of E— Houses H Houses
Earthquake, etc. Occurrence o totally partially | drifted | 'O -c> | burned
Missing flooded
down
Nankai Dec. 21,1946 8.0 1,330 11,591 23,487 — 1,451 — 2,598
Fukui June 28,1948 7.1 3,769 36,184 11,816 — — — 3,851
Tokachi-oki (Off Tokachi) Mar. 4, 1952 8.2 33 815 1,324 — 91 — —
Tsunami from Chili May 23,1960 8.5 142 1,500 2,000 — — — —
Earthquake
Miyagiken Hokubu
(Northern Miyagi Apr. 30,1962 6.5 3 340 1,114 — — — —
Prefecture)
Niigata June 16, 1964 7.5 26 1,960 6,640 — — 15,298 —
Tokachi-oki (Off Tokachi) May 16, 1968 7.9 52 673 3,004 — — — —
lzuhanto-oki
1657 bt Bl May 9,1974 6.9 30 134 240 — — — 5
lzuoshima Kinkai Jan. 14,1978 7.0 25 9% 616 — — — —
(Sea Near Izuoshima)
Miyagiken-oki
(Off Miyagi Prefecture) June 12,1978 7.4 28 1,183 5,574 — — — —
Center of the Sea of Japan May 26, 1983 7.7 104 934 2,115 3,258 52 — —
Mlyalfeﬁma Volcanic Oct. 3,1983 — . 340 . . . . .
Eruption
Naganoken Seibu @
(Western Nagano Sept. 14,1984 6.8 29 14 73 565 — — —
Prefecture)
Chibaken Toho-oki
(Off Eastern Chiba Dec. 17,1987 6.7 2 10 = 60,000 — = =
Prefecture)
. 271 by pyroclastic flow
M. Unzen Volcanic June 3,1991 — 44 1,117 by debris flow
Eruption .
11 by cinders

Kushiro-oki (Off Kushiro) Jan. 15,1993 7.8 2 12 73 3,389 = = =
Hokkaido Nansei-oki @ 2)
(Off Southwest Hokkaido) July 12,1993 7.8 230 601 408 5,490 — 455 192
Hokkaido Toho-oki
167 B e lolkdesiidi) Oct. 4,1994 8.1 — 61 348 7,095 — 184 —
sanriku Haruka-oki Dec. 28,1994 7.5 3 72 429 9,021 — —_ —

(Far-off Sanriku coast)

SOUIEIT FiE0 FEEEE (o g2 goes 92 6,435 104,906 144274 263,702 —_ _ —_
(Great Hanshin-Awaji)

Mt. Usu Volcanic Eruption Mar. 31,2000 — — 69 242 479 — — —
Mlyalfeﬂma Volcanic Jly 8 2000 — . 1 5 12 . . .
Eruption

Tottoriken Seibu

(Western Tottori Oct. 6,2000 7.3 — 434 3,098 18,635 — — —
Prefecture)

Geiyo Mar. 24,2001 6.7 — 69 749 48,602 — — —

(Note) “M" means the magnitude of the earthquake on the Japanese scale.

(O 1) This includes the number of houses which drifted away.
(O 2) This is the number of houses which incurred damage by fire.
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11. Claims Paid for Natural Disasters

11-1. Claims Paid for Typhoon or Windstorm (billion yen)

Claims Paid (mcl estimates)
F
= and Automobile Total
Miscellaneous

Name of Disaster

1 Typhoon No. 19 Nationwide Sep. 26-28, 1991 522.5 567.9
Kumamoto, Yamaguchi,

2 Typhoon No. 18 Sep. 21-25, 1999 284.7 21.2 8.8 314.7
Fukuoka, etc.

3 Typhoon No. 7 Kinki Sep. 22, 1998 151.4 6.1 2.4 160.0

4 Downpour, Sep. 2000  Aichi, etc. Sep. 10-12, 2000 447 54.5 3.9 103.0
Kyushu, Shikoku, and

5 Typhoon No. 13 Chugoku Sep. 3, 1993 93.3 3.5 1.0 97.7

6 Hailstorm Chiba and Ibaraki May 24, 2000 37.2 30.3 2.5 70.0

7 Typhoon No. 19 Nationwide Sep. 17-20, 1990 32.4 2.1 2.0 36.5

8 Typhoon No. 17 Kyushu and Chugoku  Sep. 14-15, 1991 33.9 — 0.9 34.7

9 Typhoon Nos.12,13,14  Kyushu Aug. 29-Sep. 2, 1985 28.1 — 3.1 31.1

10 Typhoon No. 7 Kyushu Aug. 10, 1993 23.2 6.2 0.3 29.7

11-2. Claims Paid under Earthquake Insurance on Dwelling Risks (million yen)

Great Hanshin-Awaji Southern Hyogo Prefecture Jan. 17, 1995 78,347.0
2 Geiyo Chugoku and Shikoku Mar. 24, 2001 16,688.4
3 Tottoriken Seibu Western Tottori Prefecture Oct. 6, 2000 2,848.4
4 Hokkaido Toho-oki Off Eastern Hokkaido Oct. 4, 1994 1,333.1
5 Mt. Unzen Volcanic Eruption Eastern Nagasaki Prefecture June 3, 1991 1,288.0
6  Sanriku Haruka-oki Far-off Sanriku Coast Dec. 28, 1994 1,237.5
7 Kushiro-oki Off Kushiro Jan. 15, 1993 989.6
8  Center of the Sea of Japan Center of the Sea of Japan May 26, 1983 650.8
9  Kagoshimaken Satsuma Western Kagoshima Prefecture Mar. 26, 1997 530.6
10 Mt. Usu Volcanic Eruption Southern Hokkaido Mar. 31, 2000 419.7




12. Maritime Accidents by Ships (Ships of Japanese Registration)

= Maritime Accidents by Ships (Ships of Japanese Registration)

No. of accidents 8,190 7,703 7,081 6,628 6,442
No. of Vessels involved 9,436 8,881 8,144 7,743 7,599

Source: Figures from the Marine Accidents Inquiry Agency
(Notes) 1. Figures include those accidents caused by ships of foreign registration which occurred within the territorial waters of
Japan.
2. As there are cases where more than two vessels were involved in one accident, the number of vessels involved
exceeds the number of accidents.

= Number of Maritime Accidents by Type of Accident

Number of
accidents

9,000

[8,190]

Others

Engine damaged

[0 Collision

Collision (Single party)
[0 Stranding
I Shipwreck

2000 Fiscal Year

(Note) "Others” includes “deaths and casualties”, “sinking and capsizing”, and “fire and explosion”.

= Number of Vessels involved in Maritime Accidents by Type of Vessel

Number of
vessels

10,000
9,000

[8,881]

[8,144]
8000 2,181 > 02 (7,743] [7,599]

7,000 EEE S

6,000 1,51

1,438 -
7777777 ' Fishing Vessel
5,000 1,189 1,074 1,315 1,378

,,,,,,, 1,000 Oil tanker
4,000 870 843

2,054 2,139 Others

700 Freight vessel

I Passenger vessel

1996 1997 1998 1999 2000 Fiscal Year




13. High-Amount Court Awards for Victims and Property Damage of Traffic Accidents

13-1. High-Amount Court Awards for Victims of Traffic Accidents

297.4

296.9

265.6

265.5

257.2

250.5

243.6

237.0

236.9

236.4

233.8

224.2

221.8

221.6

219.9

218.2

215.9

205.9

203.6

203.0

Tokyo District Court

Hachioji Branch office
Tokyo District Court

Osaka District Court

Tokyo District Court

Fukuoka District Court

Tokyo High Court

Osaka District Court

Osaka District Court

Hiroshima District Court

Yokohama District Court

Hiroshima District Court

Tokyo District Court

Osaka District Court

Kushiro District Court

Osaka District Court

Tokyo District Court

Osaka District Court

Tokyo District Court

Yokohama District Court

Supreme Court

Mar. 30, 1995

Nov. 28, 2000

Nov. 30, 1998

Mar. 19, 1998

Apr. 27, 1999

Oct. 22, 1996

July 24, 2000

Sep. 29, 1994

Feb. 25, 1999

Sep. 14, 2001

Jan. 21, 1998

Dec. 7, 1995

Sep. 19, 1996

Aug. 5, 1986

May 29, 2001

July 31, 2001

Feb. 29, 2000

June 24, 1999

Jan. 21, 2000

Dec. 3, 1993

July 18, 1984

Aug. 3, 1995

Oct. 27, 1992

Feb. 8, 1993

Nov. 23, 1994

Oct. 7, 1990

Nov. 11, 1995

Dec. 4, 1989

June 3, 1994

July 25, 1995

Sep. 2, 1990

Aug. 2, 1990

Oct. 20, 1983

Mar. 3, 1984

Apr. 23, 1996

Dec. 10, 1998

May 21, 1995

Oct. 24, 1994

Apr. 20, 1993

Nov. 20, 1987

M/40

M/20

M/19

M/20

M/22

M/20

M/16

M/17

M/24

F/30

M/18

M/17

F/19

M/39

M/30

M/24

M/20

M/40

F/6

M/11

Company Director szsrzz:;ﬁ;t
Technical College Student - do. -
Cram School Student - do. -
University Student - do. -
Self-defense Official - do. -
Technical College Student - do. -
Senior High School Student - do. -
Electorician - do. -
Office Worker - do. -
University Lecturer - do. -
University Student - do. -
Senior High School Student - do. -
Waitress - do. -
Doctor Death
Office Worker P;:sna]f)ﬂ;;t
University Student - do. -
- do. - - do. -
Company Director - do. -
School Child - do. -
- do. - - do. -

(Note) “Court Awards” means the total sum of victim’s awarded damages, including lawyer’s and legal expenses and any deductibles for contributory negli-

gence.
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13-2. High-Amount Court Awards for Property Damage of Traffic Accidents

261.4

120.4

113.5

28.0

26.3

23.9

20.8

19.7

19.3

17.4

17.0

16.7

16.5

15.8

155

14.5

14.3

14.0

13.8

12.7

Kobe District Court

Fukuoka District Court

Chiba District Court

Takamatsu District Court

Nagoya District Court

Nagoya District Court

Tokyo District Court

Fukuoka District Court

Ashikaga Branch Office
Utsunomiya District Court

Osaka District Court

Osaka District Court

Hiroshima District Court

Yokohama District Court

Sapporo District Court

Osaka District Court

Tokyo District Court

Osaka District Court

Tokyo District Court

Osaka District Court

Tokyo District Court

July 19, 1994

July 18, 1980

Oct. 26, 1998

Aug. 14, 1997

Sep. 16, 1994

Oct. 28, 1992

Nov. 14, 1995

June 28, 2000

Jun. 29. 1999

Feb. 4, 1999

Apr. 25, 1997

Sep. 17, 1997

May 24, 1994

Nov. 27, 1996

Nov. 17, 1994

Feb. 5, 1999

Mar. 17, 1988

Mar. 25, 1997

Sep. 28, 1998

Aug. 27, 1987

May 29, 1985

Mar. 1, 1975

Sep. 14, 1992

Oct. 5, 1994

Mar. 20, 1991

Apr. 23, 1991

Feb. 22, 1994

Oct. 8, 1997

Sep. 3, 1996

Oct. 4, 1994

Apr. 1, 1993

Feb. 23, 1996

May 9, 1992

Aug. 18, 1994

July 4, 1993

Sep. 14, 1996

Dec. 25, 1986

Feb. 25, 1994

Aug. 8, 1995

Apr. 26, 1984

Freight (Draperies and Clothes)
Train, Railway and Residence
Train
Three Large-sized Trucks and Freight
Sightseeing Bus
Trailer and Freight
Sightseeing Bus
Trailer and Freight
Large-sized Truck and Freight
Large-sized Trailer
Large-sized Truck and Freight
- do. -

Beauty Shop-cum-Residential House
Sightseeing Bus

Large-sized Truck

Passenger Cars, Sports Shop,
Sporting Goods, etc.

Large-sized Truck and Freight
Tank Truck

Dump Truck, Coffee Shop, etc.

Crack-damaged Road and Special
Photographing Car

(Note) “Court Awards” means the total sum of victim’s awarded damages, including lawyer’s and legal expenses and any deductibles for contributory negli-

gence.
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14. Bankruptcy Procedures for the Daiichi Mutual Fire & Marine Insurance Company
The Daiichi Mutual Fire & Marine Insurance Company (hereafter, Daiichi Fire), which went bankrupt on May 1, 2000,

transferred its insurance contracts to the Non-life Insurance Policy-holders Protection Corporation of Japan (hereafter the
Protection Corporation) on April 1, 2001. By this transfer, Daiichi Fire became the liquidation company.

= An outline of the Scheme of Bankruptcy procedures of Daiichi Fire

Insurance contracts ]
Daiichi Fire > TEETEETEY 2 Policyholders

Transfer of insurance .
contracts ¢ ® @ T Claims payment

Non-life Insurance Policy-holders Protection

Corporation of Japan

= The outline of process of bankruptcy procedures for Daiichi Fire

May 1, 2000 e The Financial Services Agency (hereafter, FSA) ordered Daiichi Fire to suspend part of its business opera-
tions.

e The FSA appointed the Marine and Fire Insurance Association of Japan, Inc., a certified public accoun-
tant, and a lawyer, as insurance administrators for Daiichi Fire, and ordered them to take the following
measures:

a. To administer Daiichi Fire's business operations and assets;
b. To set up a research committee to investigate the liability of the management in the failure of Daiichi
Fire; and
¢. To draw up a plan for the transference of the insurance contracts of Daiichi Fire.
Jan. 17, 2001 e The insurance administrators drew up a plan for the transference of Daiichi Fire's insurance contracts to
the Protection Corporation, and applied for approval to the Commissioner of the FSA.

Feb. 15, 2001 e At the extraordinary general meeting for policyholders of Daiichi Fire, it was resolved that their insurance
contracts should be transferred to the Protection Corporation.

Mar. 23, 2001 e The insurance administrators applied to the FSA for approval of the transference of its insurance con-
tracts to the Protection Corporation.

Apr. 1, 2001 e Insurance contracts of Daiichi Fire were transferred to the Protection Corporation.
e Daiichi Fire was dissolved and went into liquidation procedures.
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15. Reorganization Procedures for the Taisei Fire & Marine Insurance Company, Ltd.

The Taisei Fire & Marine Insurance Company, Ltd. (hereafter, Taisei Fire), which had filed with the Tokyo District Court
on November 22, 2001, was issued the commencement order for reorganization procedures on November 30, 2001.

The Taisei Fire merged with the sponsor company (Sompo Japan Insurance Inc., hereinafter, the Sponsor) on
December 1, 2002 based on the reorganization plan which was approved by the Court on August 31, 2002.

= An outline of the scheme of reorganization procedures of Taisei Fire

Insurance contracts”’

Taisei Fire > Policyholders
Claims payment

Insurance

Corporate separation contracts”2 Insurance .
(Oct. 1, 2002) contracts™? Claims payment
Claims payment
Taisei Re Taisei Fire The Sponsor
(Reinsurance company) (Direct insurance company) Merger

(Dec. 1, 2002)

Application for Application for

financial aid financial aid Financial aid

Non-life Insurance Policy-holders Protection

Corporation of Japan

[0 1. Insurance contracts: until September 30, 2002.
0 2. Insurance contracts: from October 1,2002 to November 30,2002.
0 3. Insurance contracts: December 1, 2002 and after.

= An outline of process of reorganization procedures for Taisei Fire

Nov. 22, 2001 * Taisei Fire filed with the Tokyo District Court for the commencement of reorganization procedures.

Nov. 30, 2001 e Taisei Fire entered into the “Basic Sponsorship Agreement” with the Yasuda Fire & Marine Insurance
Co., Ltd. and the Nissan Fire & Marine Insurance Co., Ltd. (hereafter, the Sponsor)”
The Court issued the commencement order of reorganization procedures to Taisei Fire and appointed a
lawyer and two other persons appointed by the sponsor as trustees.
Taisei Fire applied to the Protection Corporation for financial aid for the payment of the protected insur-
ance contracts.

0 These companies merged into Sompo Japan Insurance Inc. on July 1, 2002.

Dec. 4, 2001  The trustees established the Management Responsibility Investigation Committee to investigate manage-
ment responsibility.

Dec. 21, 2001 e Taisei Fire concluded the agreement for financial aid for payment of insurance contracts to be secured
with Protection Corporation.

June 28, 2002 e The trustees submitted the draft of the reorganization plan to the Court.

Aug. 30, 2002 e« The meetings of concerned parties were held and the proposed reorganization plan was resolved.

Aug. 31,2002 e The Court approved the reorganization plan.

Sep. 30, 2002 e Taisei Fire and the Sponsor concluded an agreement for financial aid with respect to the merger of Taisei
Fire and the Sponsor.

Oct. 1, 2002 * Taisei Fire was separated based on the reorganization plan into the direct insurance company (Taisei Fire)
and the reinsurance company (Taisei Reinsurance Co., Ltd.).

Dec. 1, 2002 * Taisei Fire merged with the Sponsor.

APPENDICES



INTERNATIONAL DEPARTMENT
THE MARINE AND FIRE INSURANCE ASSOCIATION OF JAPAN, INC.

NON-LIFE INSURANCE BUILDING
9, Kanda Awajicho 2-Chome, Chiyoda-ku, Tokyo 101-8335, Japan

Tel : +81-3-3255-1437

Fax : +81-3-3255-1234

E-mail : kokusai@sonpo.or.jp

URL : http:/Avww.sonpo.or.jp/english/english.html

—To preserve our irreplaceable environment and ensure safety — f XY

| 2 ;‘

The Marine and Fire Insurance Association of Japan, Inc. has obtained  |\%s
.

the ISO 14001 Certificate. ISO 14001

Printed in Japan, December 2002
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