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FINANCIAL HIGHLIGHTS

Corporation and Consolidated Subsidiaries
Years ended March 31, 2002, 2001 and 2000

{billions of yen) (millions of

U.S. daliars)
2000 2001 2002 2002
Total revenues 1,485.5 1,398.4 1,603.5 12,033
Income from insurance and reinsurance premiums 1,155.2 1,097.3 1,019.0 7,647
Total investment income 294.2 266.0 244.2 1,832
Total claims and expenses 1,462.9 1,376.4 1,585.4 11,898
Insurance claims and other payments 1,131.4 1,136.9 1,368.3 10,268
Provision for policy reserves 115.0 22.4 4.6 35
Total investment expenses 93.2 95.4 81.0 607 -
Ordinary expenses 84.9 - 821 84.8 636
Ordinary income 225 21.8 18.0 135
Surplus before income taxes 241 13.5 10.3 77
Surplus in current year 21.4 5.5 11.6 87
Total assets 7,104.7 7,376.0 6,855.3 51,447
SR Individual and group life insurance in force (Non-consolidated)  25,389.6 25,550.8 26,255.6\‘ 197,040
~ 7% Group pension plan policies (Non-consolidated) 781.3 788.7 813.2 6,102
B New policies for individuals (Non-consolidated) 1,847.6 1,931.7 2,188.1 16,421
] Solvency margin ratio (Non-consolidated) 1,050.3% 806.8% 768.8%

Note:
U.S. dollar amounts have been translated from yen, for convenience only, at the rate of ¥133.25=U.8.%1, the approximate Tokyo foreign
exchange market rate as of March 31, 2002.
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Masahiro Yoshiike
PRESIDENT

While the Japanese economy is expected to remain in its
slow-growth phase with no signs of recovery in the current,
strongly deflationary environment, | do believe that the more
recent trend may indicate a turnaround in our nation's
economy. To be sure, there still are fears of weakening
consumer demands due to the serious issues of
unemployment and personal income. But the signs | see,
such as the increase in our exports mainly to Asia, do make
me think we may be seeing a small ray of light at the end of
the tunnel.

By the same token, while the insurance market in Japan -
the second largest in the world after the United States in
terms of premium revenues - has already matured with over
90% of the households aiready accounted for, | do believe
that business opportunities in the insurance industry began
to grow in recent years. Customer demands have diversified.
The ban on over-the-counter sales of insurance at securities
firms and banks has been lifted, thanks to deregulation. In
particular, what Taiyo Life sees as very promising market
fields have emerged with the rapidly aging population:
survival security such as medical and nursing-care
insurances and retirement assets-building products such as
variable annuities. The potential demands for these products
are indeed significant.

At Taiyo Life, our goal has always been to earn customer
trust. Our business vision is to become a lifetime partner for
our customers by providing the very best products and
services available in the retail household market. To
constantly increase our corporate value, we have
endeavored to build a solid foundation for revenues, keeping
a constant watch on the changes in the environment,
customer needs and information to help us develop new
products and services.

Taiyo Life's core business is insurance sales for individuals
in the retail household market, mainly to middle-aged and
elderly individuals, especially housewives. It is our aim to
actively expand our business in the field of individual
insurance to secure and increase the number of our




customers. We will do so by distinguishing ourselves from
the rest in the household market by providing unique
products and high-quality services.

Specifically, we have been putting our efforts into
developing products that meet the diversified needs of the
customers and the aging society. Our key products are the
Kenko, or Health, Series products that combine a savings
package and medical care. It is with this emphasis on
medical and nursing care that we are shifting our sales
praducts from savings-oriented products to the more
profitable, protection oriented products.

We are also promoting marketing activities based on
customer information. We engage in consulting sales, using
our database of 3.8 million customers to build a good
relationship with each one of our customers. in this way, we
can solicit a wide range of needs for insurance within the
family.

Currently, we are devoted to the preparation of
demutualizing our company. | believe that the
demutualization and public listing of Taiyo Life is about to
change our company significantly.

Becoming a corporation is one way in which we aim to
remain a winner in today's global competition as we
strengthen our management foundation, improve
profitability, and earn even more trust and appreciation from
our policyholders.

As a strategic measure to cope with the changing
environment, we have signed a partnership agreement in
January 1999 with Daido Life involving all aspects of our
operations. Our plan is to integrate our strategies under a
joint holding company.

Following the listing of Daido Life that took effect in April
2002, Taiyo Life will incorporate and list itself in April 2003.
As soon as the conditions are met, we will establish and list
our joint holding company as T&D Life Group to set
ourselves a bigger presence.

As part of our joint strategy with Daido Life, in June 2001, we
acquired the former Tokyo Life Insurance Company that had
filed for protection under the Special Corporate

Rehabilitation Law. Under the new corporate name of T&D
Financial Life Insurance Company, the company began
operation in October; 2001 as the third life insurance
company within the T&D Life Group. In addition to existing
businesses, T&D Financial Life is striving to establish new
styles of life-insurance business, such as the variable
annuities business that promises of becoming a growing
market.

Taiyo Life also has fqrmed an alliance with members in the
five fields of financial institutions, which include banking,
trust banking, securities, non-life insurance and life
insurance. Called Financial One, the alliance provides its
customers with the Financial One member's card, which,
since October 2001, has been combined with our Taiyo Life

card for our customers' greater convenience.

in the field of non-life insurance, we also launched a
partnership with Nipg‘aonkoa Insurance Co., Ltd. to provide
the best comprehensive insurance services combining life
and non-life insurances. Our sales of Nipponkoa Insurance's
non-life insurance products began March 2002.

As a mutual company, Taiyo Life had always stressed the
importance of being lsound and secure in our ability to pay
insurance, claims and obligations, as well as in our financial
position.

Now, in addition to|being sound and secure, we will strive
to enhance our profitability and competitiveness as a soon-
to-be incorperated, listed company. We are determined to
increase our corporate value by offering even better
products to our poliéyholders and ensuring the transparency
of our management.

That, is how | plan to take advantage of the growing
business opportunities. As we expand our business as the
T&D Life Group, we will implement business strategies with
versatility, aiming to “become a powerful corporate group
thus recognized by the market.

Masahiro Yoshiike
PRESIDENT
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Taiyo Life is a unique insurance company with a strong foundation and marketing capacity in
the retail household market.

Its business is selling life insurance products that offer added proteEtion, such as medical and
nursing care. The combined insurance appeals strongly to middle-aged and elderly individuals,

especially housewives and families, who make Taiyo life's target market.

|

Taiyo Life has an excellent financial position and a cost-efficient operatlon that allows it to
implement strategies for a steady earnings growth. |

|

yen (USS$51 billion), Taiyo

Ranking eighth in the industry in terms of total assets at 6.8 trillion
Life has customers numbering about 3.8 million.

Q

Taiyo Life is the fourth oldest life insurance
company in Japan, having celebrated 100
years of business in May 1993. Where does
it stand in the insurance industry today?

We began our business in May 1893 initially as Nagoya Life Insurance Co., Ltd. After the Second World War, in

February 1948, we re-established ourselves as a mutual company and have since been known as The Taiyo Mutual

Life Insurance Company.
Since the day we first sold life insurance to the people of Japan, we have contmued to build, expand and enhance

our business as the industry grew. Our history is that of steady, upward accompllsrlwments.

Today, we rank eighth in the industry in terms of total assets, with customers numbering about 3.817 million as of

March 31, 2002.

1893 Established as Nagoya Life Insurance Inc. [
1908 Changed company name to Taiyo Life Insurancelinc.
1945 WWII ends

1948 Re-established as Taiyo Mutual Life insurance
1964 Number of branches surpasses 100

1974 10-year Kenko Himawari product launched

1999 Announce tie-up with Daido Life
(Jan.)

1999 Announce participation in Financial One
(Jul.)

2003 Plan to demutualize, list on TSE

2004 Establish holding company with Daido, list holding company*
(Target Apr.)

*subject to relevant conditions are fulfilled.
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What makes your
marketing and product
strategies special?

What about Taiyo Life's
financial health, rating and
solvency margin ratio (as
of March 31, 2002)?

We market life insurance policies for individuals mainly in the retail household
market. About 70% of our existing policyholders are women. The average
percentage of women policyholders in the industry, on the other hand, is about
40%.

Our branch offices, numbering 145 as of March 31, 2002, are located in the
metropolitan areas and core regional cities with a population of 200,000 or
more. Most of our products are sold directly to our customers by our in-house
sales representatives.

Taiyo Life's line of products features concepts that allure housewives. The
medical, death and nursing-care insurances are catered to women at affordable
prices.

In addition, many of our products only require a written self-declaration in
place of medical examination. This makes us unique in that we make our
product application process simple and convenient for our customers.

Above age 60 L7:8%
35.5% Female
30.2% 44.6%
Ace 40 Female
ge 40-59 73.8%
41.6%
48.6%
Male
55.4%
Age 20-39 il
223% 26.2%
13.4%
06% Age under20
Taiyo Total Industry Taiyo Total Industry

New business by subscription age
{by number of policies){FY2000)

New business by subscription gender
(by number of policies)(FY2000)

Our financial health is evaluated highly by Japanese and American rating
agencies as "having sufficient financial capacity to meet the obligations of its
insurance policies." We also maintain an ample solvency margin ratio. Our S&P
rating is A; solvency margin ratio is 768.8%.

The ratio of risk-monitored loans to financial loans at Taiyo Life is 0.66%,
which is considered extremely low in the industry.

We believe that the high rating, ample solvency margin ratio and low ratio of
risk-monitored loans will further increase our customers' confidence in us.

o fé@@@flNJTERV{EWlWIT-HlTHEZPRES?BENT




Q

What is the trend at the ilife insurance industry?
What is Taiyo Life's earn,inqs growth potential?

Despite the challenging environment, Taiyo Life's performance
1,847 4 19317 2,188.1

remains steady, backed by a healthy financial position, strong S
customer base in the retail household market, and cost-efficient iy
i Savings-t +Tursing care 86%
operations. tw@_m | semae
. . . . products 40% s
In Japan, there is a great potential need for "living protection,” 6% | e
such as medical and nursing care, for the aging population. Life wam'm

insurance that combines such additional coverage is a market set Vi ] 2

for growth.

Our "Kenko (or Health) Series" of products is just that: life
insurance that combines savings and medical insurance. The
series is an exceptional long seller, and one we will continue to
improve in our efforts to cater to the growing number of customers ’ %
who seek additional medical and nursing care protection. We aim Br]::i Town f)(f)o:ew busQi?w?ss
to increase steady earnings and raise our corporate value through by product type (%, ¥billien)

Hapay |4
Melocy
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Himawari | &

strategies to increase the sales of these products.
We can also say with confidence that at Taiyo Life, the so-called

"negative spread” with which every insurance company is 15,232.9 o e———
challenged is being addressed and improved at a fast pace among 5”,3“3‘3“ ——
the 10 major insurance companies. ‘ ol T
At Taiyo Life, efficiency and low-cost management have been our i s":f‘ég =
business guideline. As a result, we have the best track record in f = 9% —
the industry for business indexes such as business expense ratio L e v —
(business expenses divided by insurance premium revenues) and P ; e —
sales efficiency (insurance premium revenues divided by the i e e
number of in-house sales representatives). e ——
What's more, our aggressive efforts to reduce risk assets have e ———————
made the level of risk assets in our generai account the lowest ‘ e —
among the 10 major insurance companies. This leaves us with a f 2001 2006(Tc,,ge}‘§ e —
lower potentiat downside risk compared with the others. | Target breakdown e
of sum insured by product type S ————————
f e
Taiyo Life has built a strong revenue base consisting of happy cust'omers in the company's —
market niche - the retail household market. It is said to be the resut of the sincere efforts of e
the in-house sales representatives to build a trusting relationship with each one of the ——
customers. Now, then, what is the outline of your business strateQ\;/? ——
We have formulated a two-year mid-range bqsiness plan for April 2002 to March ———
2004. The purpose of the plan is to build a solid business base in a challenging I
business environment so that we can emerge: as a winning insurance company e
that customers can truly depend on. { =
Overall business strategies include demutualization and public-listing; ————
establishing T&D Life Group, a joint holding dompany; participating in an —————
integrated financial service consortium; and building a partnership with ————
Nipponkoa Insurance Co., Ltd. : —-_-—
P
| SeT——S—
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By demutualization and public-listing, Taiyo Life aims to expand meéns for fund procurement,
increase business strategy freedom and strengthen its business base.

strengthen our business foundation. !
Being a mutual company meant that our mee'ms of fund raising and business

What is the outline of the strategies were limited. By transforming into a;pubﬁcly traded company that
strategy to demutualize offers more freedom, we can be more versatile in developing our business and
and go public in April strategies. Establishing a holding company is one such option we do not
2003? Why is it presently have as a mutual company. Other advantages of demutualization
necessary? include greater access to funds for increasingicapital and other purposes, and

wider name recognition. Today, a look at insurance companies in the world

confirms that corporations have become the rﬁainstream.

To remain the company that customers continue to choose, we need to
become the best-all-round company that proYides superior products and
services, has a high earning capacity, and is financially sound.

Going public allows us to enhance our corpdrate image and name recognition,
increase the public's confidence in us, secure: talented workers, and expand
business opportunities. |

As a mutual company, we have managed our business focused on the health
and stability of our insurance payment capacilty and financial position. As a
publicly traded company, in addition to maintaining our financial health, we will
focus on increasing our business transparencl,y for our shareholders' evaluation,

strive for a steady earnings growth and maximize shareholder value.

Q The main purpose of our demutualization and :listing of our shares is to

terms of the insurance policy - such as making requests for death/matured
insurance payments, benefits and cancellation refunds — and procedures for
Will anything change insurance premium payment, cancellation, loans and maturity reimbursement.
regarding the rights of This means that there will be no changes in policy details, insurance premiums
policyholders once Taiyo and insurance policy certificates. |
Life is demutualized? As for policyholder dividends, we will protectt the policyholder's rights
regarding dividends in accordance with regulations in the Insurance Business
Law. Through our demutualization and public listing, we will make it our mission
to improve our earning capacity and efficiency so that we can distribute the
maximum amount of dividends to our poIicyHoIders and shareholders.
Rights for participation in the company's management, such as voting rights,
will transfer to shareholders. As compensatiqn for the extinguishment of
membership rights following the changes in our organization, we will calculate
each policyholder's contribution to our net assets and allocate shares
accordingly. :
If the result of calculating policyholders' contributions amounted to zero or
below zero, there will be no share allocation§.

Q There will be no change after der’nutualiza’tionI in the rights of the insured in




Why did you choose to demutualize
the company and go public at the
same time? What is your schedule
for implementing these plans?

We are working under the assumption that we will go public at the time
we convert to a corporate form. This is because our demutualization
will create an extremely large number of general shareholders, and we
realize the need to serve them by providing an early opportunity to
trade their shares in a public market.

It is also necessary to demutualize and list our company at an early
stage to materialize our T&D Life Group concept: an insurance holding

company we plan to establish with Daido Life Insurance Company
(demutualized as of April 1, 2002).

We have scheduled our demutualization process with Aprii 1, 2003 set as the day we convert into a corporation.
The process will take place after we obtain the approvals of the Financial Services Agency and the Tokyo Stack
Exchange, following the approval of our plan that spells out the specific details of the conversion at a special voting
at the July 2002 Annual Policyholder Representatives Meeting.

The concept of establishing a joint holding company with Daido Life

Currently, Japan's insurance industry is in a challenging situation created by an aging
W= society and a changing financial system due to information technology advancement,
deregulation and globalization.

What strategies are you implementing to deal with such a testing business environment?

What is behind the concept of establishing a joint holding company as T&D Life Group?
Why did you choose a holding company instead of a merger?

Our aim in establishing the holding company is to utilize both Taiyo's and Daido's strengths to maximize our Group
value.

Each insurance company has a market niche for which it has a solid business model. In Taiyo Life's case, it is the
retail household market, and in Daido Life's case, it is the small- and medium-size enterprises market. We chose to
combine the two businesses through a holding company to take full advantage of both companies' strengths and
unique qualities, expedite the integration process, and to enjoy the size advantage as soon as possible.

Before we can establish a corporation, both companies are required to
demutualize. While Daido Life had demutualized and gone public ahead of us in
April 2002, our plan is to do so in April 2003. After that, as soon as the
conditions are met, preferably by April 2004, we plan to establish and publicly
list our joint holding company as T&D Life Group.

What is your schedule
toward establishing the
holding company?

A holding company is scheduled to be established in April 2004 upon completion of demutualization and listing of Taiyo Life subject to relevant conditions

Proposed Future Group Structure

T&D life Group
Holding Company

Corporate affiliations
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What are some specific results of alliance to date?

To maximize the Group value as early as possible, we began
working together in areas where doing so was possible even
before the establishment of the holding company. Both of us
invested resources needed to expand and promote our allied
operations.

Specifically, we integrated the two companies' investment
consulting operations and launched it as T&D Taiyo-Daido
Asset Management, which, in July 2002, further merged with
Daido Life Investment Trust to become T&D Asset
Management. In addition, we became the first in Japan's life-
insurance industry to integrate system divisions of two
companies, and started the T&D Information System. Other
integration efforts include the start of T&D Confirm by integrating the two co+firming operations. As such, we
are working to streamline our operations wherever possible by integrating existing common fields.

In June 2001 - again, for the first time in Japan's insurance industry history —
Q we, together with Daido Life, offered to sponsor the bankrupted Tokyo Life to
have it be part of our Group.
Any actual results of In October 2001, the former Tokyo Life began a new life as T&D Financial Life
new projects put Insurance Company. As the third life insurance company in the T&D Life Group,
together by a joint T&D Financial Life will not only provide the Group with its existing salesperson
effort? channels, but also play an important role in the Group's assets management

business. As a first step, it is currently selling variable annuity products through
securities company channels. We are always{ promoting business alliances that
maximize the value of our Group.

1
T&D Financial Life's Business Model 1
1

-—

( T&D Financial Life D ———
Seeuriies Sy developed -_——

S ——

Existing ——
market -_—
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What about your alliance
with Nipponkoa Insurance
Co., Ltd.?

What about your
participation in the
consortium, Financial One?
How would it affect the
course of business at the
Taiyo Life Group?

Has your participation in
Financial One brought any
specific results?

_

Our alliance with Nipponkoa Insurance Co., Ltd. has two purposes for us: 1)
provide our customers with a higher level of services and products to increase
customer satisfaction and establish a bigger presence as a comprehensive
insurance company and 2) establish a new income source by expanding our
strategy to include non-life insurances.

Taiyo Life began its recent involvement with non-life insurance in 1996, when,
thanks to the dereguiation trend, it formed a sales alliance with its affiliate, Taiyo
Fire and Marine Insurance Company, to sell non-life insurance products.

Later, in August 2001, we joined hands with Nipponkoa Insurance Co., Ltd. to
gain an edge in the increasingly competitive, deregulated insurance industry in
which companies were fighting to outdo others in customer service and cheaper
rates.

Our alliance with Nipponkoa Insurance Co., Ltd., which boasts of an
established service network and a lineup of superior non-life insurance
products, has enabled us to provide our policyholders with more comprehensive
services.

As part of our streamlining process, in April 2002, Taiyo Fire and Marine
Insurance Company merged with Nipponkoa Insurance Co., Ltd.

Our participation in Financial One does not change our core business - life
insurance - in a big way. We do, however, believe that the participation has
enabled us to be in a better position in the retail market.
Joining the consortium has allowed us to be a part of a system that provides the
best financial services available, mainly in the retail market business and assets
management business.

This means that our existing customers in the retail household market get
better service through the wealth of additional services we are able to provide in
alliance with other Financial One participating companies.

One result is the Gateway project we began in October 2000. It is a new system
for effectively providing customers with the best financial product, in a timely
manner. It works by consolidating a customer's entire transaction data from
different Financial One member companies, and analyzing the information.
Another is that customers can now use Taiyo-Life-issued cards at UFJ Bank
ATMs, due to our ATM tie-up agreement with UFJ Bank, a fellow Financial One
participant.

\
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INTRODUCTION

Taiyo Life is a life insurance company with a strong foothold in the
retail household market in Japan. Ranking eighth in Japan's
insurance industry in terms of total assets, we offer life insurance
with an emphasis on added protection, such as endowment
insurance with medical protection, term insurance with survival
benefits, whole life nursing-care insurance, whole life insurance and
endowment insurance with term rider.

Far the last 54 years, we have operated as a mutual life insurance
company, providing mutual aid among our policyholders who made
up The Taiyo Mutual life Insurance Co. as associates. While this
form of company served us well over the years, in order to become
an even more reliable company in today's rapidly changing
environment, we have set Aprif 1, 2003 as the day of Taiyo Life's
demutualization and public listing. By doing so, we aim to reinforce
our business foundation. Under a stable management, we will be
able to maintain better financial conditions and provide superior
products and services.

In Japan, about 85% of the life insurance market is accounted for
by the 10 major companies, including Taiyo Life. Japan's life
insurance market is the second in the world: At $US 401.4 billicn
(about ¥53.5 triltion at ¥133.25 to a dollar) a year, its income from
insurance premiums accounts for about 26% of the world's total,
closely following the United States' 23%. (Based on figures for the
calendar year 2001)

Taiyo Life's total assets at the end of the fiscal year ended March
2002 was ¥6,855 billion on a consolidated basis, ranking us eighth
in the insurance industry. Our financia! health is one of the best in
Japan's insurance industry with many indexes such as solvency
margin ratio and ordinary expense ratio ranking at the top level.

The life insurance products we handle target middle-aged and
elderly individuals, especially housewives. About 70% of Taiyo Life's
3.8 million customers are women. We have become a unique
presence specializing in a rather definitive area such as the short-
maturity savings insurance, our long-time leading product whose
friendly product concept lures customers, and our more recent
focus, which are specialized products that combine savings and
medical care.

Our consolidated financial statements for the fiscal year ended
March 2002 includes seven consolidated subsidiaries and four
affiliated companies accounted for by the equity method, in addition

P&C

to The Taiyo Mutual Life Insurance Co. There also are five affiliates
for which we have not appiied the equity method due to their
minimal effect on our consolidated financial statfements.

Uniess otherwise stated, all figures relating to financial statements
in this Management's Discussion and Analysis section are stated on
a consolidated basis. Figures for the subsequent breakdown items
are stated on a non-consolidated basis as we do not compile
consolidated figures for them. However, the difference between our
consolidated and non-consolidated figures are minimal.

Also, although we included T&D Financial Life in our group from
October 2001, its impact on our financial statements of this year is
negligible.

Regulatory Environment

All insurance businesses in Japan are regulated by the Insurance
Business Law. This Insurance Business Law was revised in June
1995 and enforced in April 1996 to better suit Japan's situation
in which deregulation and globalization were changing the face
of the financial industry. The definition of the law's purpose was
"to protect insurance policyholders and others, and contribute to
the stability of people's lives and the healthy development of
nation's economy.” All business corporations engaged in the
insurance business in Japan, whether life insurance or non-life
insurance, are bound by this law.

Specific detalls related to the insurance business are regulated
by the Insurance Business Law Enforcement Ordinance, which
was issued by the government, the Insurance Business Law
Enforcement Regulations and notices, which were issued by the
Cabinet, and the Administrative Guideline released in 1998 to
replace previous notifications.

Since the new insurance business law came into effect in 1996,
laws and guidelines related to the insurance business have
continued to evolve along with the flow of financial liberalization.
While there has been deregulation, as shown below, some
regulations also were tightened to ensure financial conditions,
adequacy and transparency. Such regulations aim to enhance
insurance companies' risk management, and improve the
framework for free competition based on self-management and
seff-responsibility.

%)

100

== All insurers
we— Private sector insurers

Subsidiaries
2.4%  Other domestic insurers

7%

Total $1.5 trillion

Japan's share of the global life insurance

market by premium income
(calendar year 2000)

Source: “wiss Re Sigma* No 6/2001 (Kampa and Janan Agricultural
Cooperatives Insurance products are included m income revenue of Japani
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Enforcedin  Purpose Details
Apr. 1996 Overall revision to reform the insurance Lifting the ban on life insurance companies and non-life insurance
system companies entering each others' business through subsidiaries.
Introducing a system which calls for some products and insurance
rates to be filed with the authorities.
Introducing the insurance broker system.
Deregulating and reforming the set-up system of insurance rates.
Expanding the ranges of in:vestment measures and business.
Regulations on demutualization from a mutual company to an
incorporated company.
introducing solvency marg:in standards.
Mar. 1998 Lift the ban on establishing financial Introducing the financial (insurance) holding company system.
holding companies
Dec. 1998 Revision of laws related to the reform of Introducing the payment guarantee system (establishing an insurance
financial system policyholder protection org‘anization to replace the insurance
policyholder protection fur"\d).
Lifting the ban on over-the-counter sales of investment trusts.
Improving subsidiary reguljations.
Introducing early correctioh measures (solvency margin standards)
Lifting the ban on insurance sales at securities firms.
June 2000 Revision of the Insurance Business Law Revising regulations related to demutualization from a mutual
and laws related to special measures for company to an incorporated company.
the rehabilitation process of financial Increasing the financial resources of the insurance policyholder
institutions, etc. protection organization.
improving the bankruptcy law system.
Jan. 2001 Deregulation in the Third Field of Lifting the ban on non-life insurance subsidiaries of life insurance
insurance companies and life insurar‘wce subsidiaries of non-life insurance
companies entering the THird Field.
Apr. 2001 Start of over-the-counter sales in banks Sales of some life insuranc::e products began at bank counters.
(Credit life insurance related to housing loans)
Jul. 2001 Deregulation in the Third Field of Lifting the ban on the parent companies of life and non-life insurance
insurance companies entering the Th(ird Field.
Mar. 2002 Lowering the policyholders' minimum Lowering the policyholders' minimum dividend rate, which is

dividend rate

stipulated in the articles of| incorporation, from 80% to 20% (Cabinet
ordinance revision)
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T&D Life Group, hopefully by April 2004, to further increase our
presence.

Forward-looking Statements

Words used in this annual report such as "believe,"
"anticipates," "estimates," "expects" and variations of these
words or similar expressions, as well as all numbers for future
earnings, are forward-looking statements that make use of all
information available to the management at the time of the
creation of this annual report and management's best judgment.

The statements are not historical facts. Qur actual earnings in
the future may differ greatly from these estimates and forecasts
due to uncertainties in the environment and various risks that are
mentioned later in this annual report.

RESULTS OF OPERATIONS

Business Environment

Amid prolonged concerns about Japan’s financial system,
delays in structural reform, and a recovery in corporate earnings,
the Japanese economy continued to weaken this fiscal year as
exports and production dropped due to the slowdown in
overseas economies. Prospects for an economic rebound
dimmed further in the second half of the fiscal year as a result of
the September 11 terrorist attacks in the United States, and the
economic situation worsened as job uncertainties led to a
delayed recovery in consumer spending and deflation continued.

During this difficult economic time, the business environment
for the life insurance industry became increasingly challenging as
well. Weak consumer spending and revisions in insurance
related to credit uncertainties led to a slump in new business and
a rise in surrenders for individual life and annuity insurance, and
thereby a continued decline in policies in force and total assets
for the industry as a whole. In addition, the industry continued to
be affected by negative spreads arising from the prolonged ultra-
low level of interest rates, and companies continued to weaken
financially as a result of a deterioration in assets stemming from
the decline in stock and land prices.

Overview

In light of these conditions, we have strived to earn the
confidence of our customers by solidly understanding the
changes in our business environment and customers’ needs and
circumstances, and by developing new products and providing
new services. We have focused our sales and product strategies

- TAIYO LIFE
—— Avg of the top 10

{FY1996 = 100}
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Trend in sum insured for Taiyo:
Comparison with the top 10

source: Taiyo Life

on medical and nursing care insurance and other protection-type
products, which we co‘nsider to be an area with strong growth
patential due to the gr‘aying of Japan's population. Specifically,
we have been shifting the content of our leading, long-selling
Kenko, or Health, series of medical protection endowment
policies (10-year matu‘rity) from savings-type products to
protection-type products.

To meet our customers’ diversifying needs and earn their
trusts, we have expanhed our training of sales representatives.
We also provided all qf our sales representatives with new
portable information devices so that they can provide better
foltow-through and th:ereby offer improved customer service and
consulting capabilities.

Our investment efforts focused on investments mainly in
domestic bonds, loans, and other yen-denominated fixed-
income assets in ordﬁ‘:r to generate steady interest income,
within a difficult environment for investments and loans. In
addition, to further improve our overall asset returns, we built
risk-managed portfolios that include diversified investments in
foreign securities.

In an effort to further improve our customer service, we began a
phone/online-based policyholder loan service and provided
details on our insurar‘lce policies on our website.

We installed an integrated information system, NET'S 01, to
comprehensively ma:nage customer information and to improve
workflow efficiency. The network system connects our various
channels today and enables us to better share information and

provide customers with a variety of services.
Operating results

In brief, our policies in force in this fiscal year totaled ¥10,217.3
billion (an increase of 2.6% compared with the previous year) for
individual life insurance and ¥5,015.5 billion (a decrease of 3.8%
compared with the prrevious year) for individual annuity
insurance. |

The amount of new policies totaled ¥2,047.9 billion (an increase
of 40.4% comparedrwith the previous year) for individual life
insurance and ¥140!1 billion (a decrease of 70.4% compared
with the previous year) for individual annuity insurance.

The amount of individual life insurance policies that matured

‘was 986.7 billion, up 33.3% compared with the previous year,
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OPERATING RESULTS

KEY FINANCIAL ITEMS

{billions of yen) {iltions of yen)
(Year ended March 31) 2002 2001 2000 (Year ended March 31) - 2002 2001 2000
New policies 2,188 1,931 1,847 Total revenues 1,603 1,398 1,485
(1) Individual insurance 2,047 1,458 1,333 Income. from insurance and
(2) Individual annuity insurance 140 473 514 reinsurance premiums 1,019 1,097 1,155
Policies in force 27,068 26,339 26,170 Total investment income 244 266 294
(1) Individual insurance 10,217 9,958 10,034 Other revenues 339 35 36
{2) Individual annuity insurance 5,015 5,213 5,150 - Total claims and expenses 1,585 1,376 1,462
(3) Group insurance 11,022 10,378 10,204 Insurance claims and other payments 1,368 1,136 1,131
(4) Group annuity insurance 813 788 781 Provision for policy reserves 4 22 115
Surrenders and lapses 1,209 1,201 998 investment expenses 81 95 93
(@ndividual insurance and annuity Ordinary expenses 84 8o 84
insurance)

Other expenses 46 39 38
the amount of surrendered/lapsed individual life policies was Ordinary income 18 21 )
¥900 billion, an increase of 6.2% compared with the previous Surplus in current year 11 5 21
year, and the amount of surrendered/lapsed individual annuity Balance at the end of year 137 142 137
insurance was ¥309.6 billion, up 12.4% compared with the Total assets 6,855 7,376 7.104

previous year.

Meanwhile, policies in force for group term insurance and
comprehensive welfare group term insurance declined as a
result of changes in employee benefits as part of corporate
restructuring, but policies in force for group life insurance for
housing loan and group life insurance for consumer credit
steadily increased with help from growth in loans to individuals
as interest rates stayed ultra-low. Group life insurance policies in
force totaled ¥11,022.7 billion, an increase of 6.2% compared
with the previous year, as a result of a ¥642.9 billion increase in
the amount of group life insurance for housing loan, a ¥68.2
billion increase in the amount of group life insurance for
consumer credit, and a ¥76 billion decrease in the amount of
group term insurance. Group annuity policies in force continued
to decline for the life insurance industry overall because of a shift
in funds to trust banks and investment advisory firms resulting
from declines in guaranteed interest rates and a diversification of
fund management needs.

Our group annuity policies in force in this fiscal year rose 3.1%
from the end of the previous year, to ¥813.2 billion, but income
from insurance premiums fell 2.2% to ¥144.6 billion.

Major income and expenditure items

On the revenue side, income from insurance and reinsurance
premiums totaled ¥1,019 billion, total investment income ¥244.2
billion, and other revenues ¥339.8 billion. On the expense side,
insurance claims and other payments amounted to ¥1,368.3
biltion, provision for policy reserves ¥4.6 billion, total investment
expenses ¥81 billion, and ordinary expenses ¥84.8 billion.
Policy reserve was ¥6,358.8 billion, a decline of ¥364.3 billion,
or 5.4%, compared with the previous year, and net unrealized
gains on investments were ¥30.2 billion, a decrease of ¥120.4
billion, or 79.9%, compared with the previous year. As a result,
total assets declined ¥520.7 billion, or 7.0%, compared with the
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previous year to ¥6,855.3 billion.The balance of consolidated
sUrpIus at the beginning of the fiscal year amounted to ¥142.3
billion, and with the addition of ¥11.6 billion in surplus in current
year and the deduction of ¥11.1 billion in transfers to reserves
for policyholder dividends and ¥3.0 billion in transfers to reserves
for redemption of capital fund, the balance of consolidated
surplus at the end of the fiscal year totaled ¥137.7 billion.

Alliance with Daido Life, T&D Financial
Life Insurance and Financial One

We have formed a full-fledged alliance with Daido Life Insurance
Company, which became a publicly traded joint stock company
in April 2002, and with conditions permitting, we plan to
establish a jeint holding company and list the shares in April
2004 after we list our shares in April 2003. The main objective of
these moves is to maximize the value of the Group through an
optimal allocation of resources.

In an expansion of our business alliance, the former Tokyo
Mutual Life Insurance Company started operations again as T&D
Financial Life Insurance Company in October 2001 and became
the third fife insurance company in the T&D Life Group, taking on
a strategically important role.

In addition, we formed T&D Information Systems by integrating
our system division with Daido Life’s.

And as a member of the Financial One group of financial
services companies, which includes a bank, a trust bank, a
securities company, a non-life insurance company and two life
insurance companies, we formed a business alliance with
Nipponkoa Insurance Co., Ltd., which has allowed us to provide
the most comprehensive insurance services as a single life
insurance entity starting March 2002.

Incidentally, these alliances had limited impact on our revenue
and expenses in this fiscal year.



General

Total revenues

Total revenues totaled ¥1,603.5 billion, an increase of ¥205 billion, or 14.6% compared with the previous year. Declines in income from
insurance and reinsurance premiums and investment income were offset by an increase in (r)ther revenues.

Income from insurance and reinsurance premiums decreased 7.1% from the previous year to ¥1,019 billion as a result of our shift in
sales and product strategy from savings-type products to higher margin protection-type products, and the result of reduced sales of
lower-margin, lump-sum advanced premium payment for endowment insurance and individual annuity insurance. Income from
insurance premiums for advanced payment products declined 54.2% from the previous year to ¥56.6 billion.

We continue to steadily shift to these protection-type products, and intend to expand sales of these products.

The proportion of protection-type products to total new policies rose steadily, from 54% in fiscal 1999 to 60% in the previous year and
86% in this fiscal year. In terms of policies in force, we aim to increase the proportion of prétection-type products from this fiscal
year's 53% to 69% in the fiscal year ending March 2007. {

As a result of this shift from savings-type to protection-type products, the average insurance benefit for new policies was ¥4.3 million,
an increase of 24.7% compared with the previous year, and the average insurance benefit for policies in force was ¥2.4 million, an

increase of 12.5% compared with the previous year.

Average insurance benefit for new policies and policies in force . — Avg, oftop 10
(individual insurance) (millions of yen) 15 —=TAYO
(Year ended March 31) 2002 2001 ) 2000
Average insurance benefit \___//
for new policies 4.3 3.4 2.9
10
Individual insurance 4.5 3.6 2.9

Individual annuity insurance 25 2,9 2.8 \/,_/

Average insurance benefit

for policies in force 24 21 2.0 5
Individual insurance 21 1.8 1.7
individual annuity insurance 3.1 3.1 3.2
o 97 s 9 oo o

Total investment income was ¥244.2 billion, a decline of 8.1% Business expense ratio
compared with the previous year, mainly as a result of a decline source: S:ﬂ,n:ss xpense/Premium ncone)
in yields on funds reinvested in bonds and loans stemming from
the continued ultra-low level of interest rates, and a decline in
stock dividend income. Other revenues increased significantly to
¥339.8 billion, of which reversals of policy reserve accounted for . — g of0p 10
a major portion, at ¥287.1 billion. 150 “TAYO

Under the Insurance Business Law, each fiscal year we are
required to set aside a certain amount as policy reserves to fund /\/\

future claims payments. The entire amount of the reserve as of 100
the end of the previous fiscal year is reversed, and the provision
for the current fiscal year is transferred to the reserve account. ~
Differences that arise are recorded as ordinary revenue or
ordinary expenses.

A reversal of policy reserve was incurred in this fiscal year
because of a decrease in policy reserves stemming from a
¥250.7 billion increase from the previous year in benefits paid at %9 o7 e e oo o
maturity for short-maturity endowment insurance.

30

Trend in premium income per sales rep

source: Taiya Life
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Claims and expenses

Total claims and expenses in this fiscal year were ¥1,585.4
billion, an increase of 15.1% compared with the previous year.
Most of the expenses consisted of insurance claims and other
payments, which increased 20.3% from the previous year to
¥1,368.3 billion as a result of a 44.1% increase in benefits paid
at maturity to ¥861.2 billion. Total investment expenses were
¥81.0 billion, a decline of 15.1% compared with the previous
year.

Ordinary expenses increased 3.2% to ¥84.8 billion, mainly as a
result of an increase in new policy-related expenses and costs
associated with demutualization. Also, the ordinary expense ratio
rose to 8.3% partly because of a decline in income from
insurance premiums, but we still had the lowest ratio of the 10
largest insurers in the industry.

Ordinary expenses and ordinary expense ratio
(Year ended March 31)

(billions of yen, %)

2002 2001 2000
Ordinary expense 85 82 85
Ordinary expense ratio{"){%) 8.3 7.5 7.4
Average for the 10 majors (%) 13.0 12.3 12.0

(*) Ordinary expense ratio = ordinary expense/income from insurance premiums

Ordinary income

As a result of the above factors, our ordinary income totaled ¥18
billion, a decline of 17.56% compared with the previous year.

Extraordinary prefits and losses

Extraordinary losses were ¥7.8 billion, a decline of ¥625 million
compared with the previous year. Reversal of allowance for
doubtful accounts amounted to ¥672 million, gains on disposal
of assets ¥405 million, reserve for price fluctuations ¥6.9 billion,
and losses on disposal of assets ¥1.9 billion.

Surpius in current year
As a result of the above factors, surplus in current year for this

fiscal year totaled ¥11.8 billion, an increase of ¥6.0 billion from
¥5.5 billion in the previous year.
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Base proﬁ’i (non-consolidated)

Base profit (non-consolidated)
(Year ended March 31} 2002 2001 2000
Base profit 13 13 -

{pillions of yen)

In the previous year, we started disclosing base profit, which is
one indicator of the annual profitability of life insurance
companies. Base profit is equal to ordinary income minus capital
gains/losses and temporary profits and losses, and is roughly
equal to the net actuarial gains from assumptions in mortality
and business expenses, plus interest spread gains and losses.

Our base profit totaled ¥13.8 billion in this fiscal year, roughly
the same as in the previous year. We expect our base profit to
steadily increase thanks to higher mortality gains as a result of
expanded sales ‘of relatively high-margin protection-type
products and an improved negative spread, which we explain
next.

Also, through our broad alliance with Daido Life Insurance
premised on the future establishment of a joint holding
company, we intend to streamline our operations and make
them more efficient by mutually using and integrating our
resources, consolidating affiliates, and continuing to promote
joint operations.



Loains under policy conditions 6.1%
Policy holder loans ~ 6.0%
Policy premium loans 0.1%

rdinary loans 93.9%
Loans fo c&rporafions 70.3%
Loans to s,‘ole, international

ar eromanial organization  1.3%
Laans mgzl:lic corporations and enterprises  0.9%

Hougikg loans 15.5%
Rsumer loans 57%
Other ordinary loans 0.2%

Total ¥2,310 billion

Breakdown of l0ans (general account)
(FY2001)

INVESTED ASSETS (non-consolidated)

Major assets (non-consolidated) {illions of yen)
(Year ended March 31) 2002 2001 2000
Securities 3,883 4,063 3,872
Government bonds 1,383 981 1,306
Municipal bonds 459 601 377
Corporate bonds 723 1,131 705
Equities 601 763 576
Foreign securities 686 474 775
Other securities 29 110 131
Loans 2,309 2,408 2,469
Real estate and movables 191 227 242

Our investment policy is to build portfolios capable of generating
stable long-term earnings while simultaneously focusing on the
public character of the insurance business and financial health.
Specifically, we primarily invest in domestic bonds, loans, and
other yen-denominated fixed-income assets to generate steady
interest income. In addition, to further improve our overall asset
returns, we strive to build risk-managed portfolios that include
diversified investments in equities, foreign securities.

Investment income / expenses (non-consolidated)  (ilions of yen)
(Year ended March 31) 2002 2001 2000
Investment income 244 285 293
Investment expenses 79 94 93
Overall yield on assets (%) 2.48 2.52 2.82

The Nikkei Stock Average, a price weighted index of 225 major
stocks, fell 15.1% this fiscal year from 12,999.7 at the end of the
previous year to 11,024.94 at the end of this fiscal year.
Meanwhile, the yield on the newly issued benchmark 10-year
government bond rose from 1.27% at the end of the previous
year to 1.40% at the end of this fiscal year, but still stayed at a
very low level. The yen weakened against the dollar, from
¥123.90=$1 to ¥133.25=$1, and against the euro, from
¥109.33= 1 to ¥116.14= 1. Investment income declined ¥21.3
billion, or 8.0%, year on year to ¥244.4 billion. Gains on the sale
of securities declined ¥27.4 billion, and interest and dividend
income fell ¥8.1 billion as a result of lower yields on reinvested
funds stemming from the continued low level of interest rates.

Overseas 6.2%
Governments, etc. 0.4%
Financial institutions 4.5%
Commerce and industry 1.3%

Manufacturing 9.7%

Other loans 24.7%

Loans to govenmental

organizations ‘0‘9%
Loans to public corporatiozé
and enterprises ', 0
Housing and consumer Igans

2.5%

Others t0.3%

Nonmanufacturing 59.4%

Constructipn 0.7%
9.3%

3.6%

Land transportation 2.0%
Marine dnd air transportation 0.4%
i 4.2%
0.1%

. 7.5%

Others nonmanufacturing 1.8%

Total ¥2,169 billion

Breakdown of loans by industry
(FY2001)

However, the continued depreciation of the yen and the
adoption of hedge accounting mainly for foreign-exchange
positions led to foreig}n exchange gains of ¥11.2 billion.
Investment expenses |declined ¥16.2 billion, or 15.6%, from the

previous year to ¥73.5 billion as a result of a ¥12.7 billion decline

in net losses from mo‘tnetary trusts and a ¥3.3 billion decline in

, i "
devaluation losses on securities.

As a result, total inv%stment‘income/expenses decreased ¥5.0
billion, or 2.8%, from the previous year to ¥170.9 billion. The

overall yield on gener‘:al account assets declined from 2.52% to

2.48%. Unrealized gains on securities were ¥52.3 billion, a

decline of ¥187.8 billign, or 78.1%, from ¥240.2 billion in the

previous year.

Delinquent loans

The outstanding amOI[Jnt of our loan assets slipped 4.1% year on
year to ¥2,309.9 billiop as a result of weak corporate demand for
funds. Of this figure, the amount of delinquent loans declined

16.7% from the previc{)us year to ¥14.2 billion. Delinquent loans

are not always uncollz;actible for their whole amounts since the

disclosed figures are Pefore deductions for collateral or

guarantees, regardless of the loan recovery possibilities.

We carefully examin'e every loan case and take appropriate

} .
measures to protect every loan receivable on a case-by-case

basis. As a result of tl'{mese efforts, our covered ratio (collateral
and guarantees as a Enroponion of delinquent loans) was
115.1%, meaning welhave continued to take sufficient measures

against delinquent Ioz?ns.
|

|
Risk-monitored loans (non-consolidated)

{millions of yen, %)

(Year ended March 31) l 2002 2001 2000
Loans to financially impaired parties 89 6 11
Overdue loans | 1,915 2,280 57,250
Overdue loans more than

three months 6,504 5,750 5,970
Restructured loans | 5,764 9,106 9,739
Total I 14,274 17,144 72,971
Covered ratio ! 1151 111.4 100.7

{covered ratio = ( (allowance for doubtful accounts + amount covered by collateral and
guarantee:s) / delinquent loans) x 100)
I

MANAGEMENT'S DISCUSSION AND ANALYSIS




LIQUIDITY AND CAPRITAL RESOURCES

Negative Spread (non-consolidated)

We calculate the premiums paid by policyholders by discounting
the profits we expect to earn on investment by a discount rate
called the guaranteed interest rate.

Negative spread (non-consolidated)

(bitlions of yen, %}

Credit ratings

(Vear ended March 31) 2002 2001 2000
Negative spread 66 80 81
Average guaranteed interest rate  3.85% 4.08% 431%
(individua! life and annuity insurance)

Average guaranteed interest rate  4.22% 4.34% 4.46%

for the 10 majors
{individual life and annuity insurance;
excluding Taiyo's two companies)

Life insurance companies have suffered from a negative spread
in recent years, i.e., we have been unable to earn returns on our
investment assets sufficient to cover the discounted portion
because interest rates have been very low in recent years and
stocks have been weak. Starting in this fiscal year, we are
disclosing our negative spread based on industry standards.
Specifically, the negative spread is calculated as follows:

Negative spread = (average guaranteed interest rate
- base yield) x accrued liability reserve

On a net basis we have gains, since the negative spread is
covered by net actuarial gains from mortality and business
expense assumptions.

The amount of our negative spread declined 8.4% from ¥72.3
billion in the previous year to ¥66.2 billion in this fiscal year. With
policies with relatively high guaranteed interest rates set to
mature, which should reduce the average guaranteed interest
rate for our policies in force faster than that for other life insurers,
our negative spread should improve.
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Average quaranteed interest rate with
comparison to the 8 of top 10 companies

source: Taiyo Lite

MANAGEMENT’S DISCUSSION AND ANALYSIS
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The Balance Sheet (non-consolidated)

(non-consolidated) (bitlions of yen)

(Year ended March 31) 2002 2001 2000
Total assets 6,834 7,266 7,081
Total liabilities 6,656 6,944 6,914
Policy reserves 6,358 6,645 6,624
Total capital 177 321 167
Net unrealized gains on investments (" 1) 30 150 -
Adjusted net assets 455 677 818
1. Capital (* 2) 146 171 167
Fund 24 27 30
Reserve for redemption of capital fund 7 4 1

2. Reserve for price fluctuations 54 47 45
3. Contingency reserves 53 106 101
4. Other (3 200 352 504

(" 1) Starting with the fiscal year ended March 2001, net unrealized gains/losses on
investments are included as a separate component of equity.

(* 2) Total capital excluding net unrealized gains/losses on investments,

(" 3) Includes net unrealized gains/losses on securities, property and equipment; the
portion in excess of cash surrender value; and the unappropriated amount of
dividend reserves

Total assets {(non-consolidated basis) at the end of this fiscal
year were ¥6,834 billion, a decline of 6.0% compared with the
previous year, primarily as a result of an increase in benefits paid
at maturity, a decline in unrealized gains on securities stemming
from the decline in stocks, and the booking of a valuation
difference as a result of the revaluation of land.

Adjusted net assets were ¥455.6 billion, a decline of 32.8%, or
¥221.9 billion, from ¥677.5 billion in the previous year. Since the
fiscal year ended 2000, we have disclosed adjusted net assets,
or equity plus reserves for price fluctuations and contingency
reserves.

Policy reserves declined ¥287.1 billion because of a ¥250.7
billion increase from the previous year in benefits paid at
maturity, but we-had buiit up policy reserves to a more
conservative level than required to prepare for our planned
demutualization in April 2003.

We increased policy reserves by ¥57.4 billion as a result of a
reduction in the guaranteed interest rate from 5% to 1% for
individual annuity policies after the start of annuity payments,
and the recalculation of the insurance due reserve.

We reversed contingency reserves—which are for risks
associated with the guaranteed interest rate—by ¥54.4 billion to
offset interest spread losses from the negative spread.

Factors affecting the solvency margin ratio and adjusted net
assets were a decline in contingency reserves and a ¥57.4 billion
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——————dthefiscalyearended-March-2666 Y3 BiligA-dechAE A the SUrpliS - HelOre INE oMo taXes-SErming
Mrmmmtmmmﬂ% o NCrease-in:
Solvency margin ratio (non-consolidated) (billions of yer) ___.dec:me:m:pgnm]:pem
(Year ended March 31) 2002 2001 2000 ———Wez—ea’h—sreweéé'mﬁﬁ?a‘e‘wmewncreasec 5255
Solvency margin ratio 768.8% 806.8%  1,050.3% =— A v v v
(A)/{(172)x(B)]1x100
{A) Total solvency margin amount 586 766 871 :mmmgammmmmmmnngm
(1) Total capital 132 156 146 ——ar¥38 A billicrrineroasestemming rioRrproceeds-anTloans
(2) Reserves for price fluctuations 54 47 45 :exeeedtﬂgﬁaymeﬂ%s:fﬁﬁgaﬁs‘aw 7 hilieR-decreasen—— z
(3) Contingency reserve 53 106 101 :pmceedé:ﬁmn:the:sate:md:tedempﬁm:otsemnﬁes———w z
(4) Allowance for ordinary Mmmmmmmmmmm :
doubtful accounts 4 6 4 = ihoprevicUsyearto A et oo oL Y- bIllon, A5 A resal———— 3
(5) Unrealized gains/losses - = - R
on investments x 90% :@MB.&%BMMQ@%,%%@EM,-”
(100% if negative value) 492 2192 304 —=¥a-tohillion-decreasein-payments-oi-deft
(6) Unrealized gains/losses :
onland x 85%
{100% if negative value) 9 (22) (20)
(7) Debt-type financing
(e.g., subordinated loans) 85 85 85
(8) Deductions (10) - -
(9) Other 223 174 206
(8) Total risks 152 189 165
s,/ R4 +(R2+R3)2+R4
(1) Equivalence to insurance risk 32 31 30
(2) Equivalence to the
guaranteed interest rate risk 35 46 52
(3) Equivalence to asset i -
management risk 110 136 106 : .
{4) Equivalence to business (W N -
management risk 3 4 3 ; = o

X
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RISKEVEENAGENMENT

———RiskManagementSucture

----- —Asthe envitonmentsurrounding the-nsurance-businessrapialy
o ——————changesitisbecoming-morecimportant-thancevertoproperty———lInsuring:riskidstheriskofsuffering-losses-fromthececonomic —————

———-grasprand-manage-a-varety-ofrisks:involved-in-operating-ap—————situation Jinsured-event-occurrencerate-and-otherfactors
iAsUrance-companys changing-contrary-to-the-agsumption-made-arthe-tive ot satting
- At-Faiyo-tife-underthe-principle-of-seff-respensibility—we-place——the:-ifsuranee-premiums —
: risk-managementas-an-integral-part-of-our-business-for Werecognize-the-substantial-long=termeffect-msuring-risks-have—————
= maintaining-a-healthy-and-appropriate-operation-We-are———————on-company-management-For-thisrreasom,-we-evaluate-and

= equipped-withran-intermal-management-system-to-preventrisks————amatyze-withinsaving rsksin-mind-when-wedevelop-orrevise ———————=
o hatshouldbe-minimized-andAo-contralsksweactively——————new-orexisting-products-forsatecin-addition-even-afiersaleS . ———————— )
S ——————————agsume;Keeping-them-in-line-with-our-equity-and-othermeasures———we-continue-fo-keep-track-ofinsurng-risks-and-analyzée-them:

——————ofourfinancial-capacity

Fo-manage-risks-ourboard-of-directors-has-astablished-our Ehepaidity-risk:
Risk-Management-Basic-Pohey-th:
account-Inkeeping-with-this

T2y 7o)
i 81454

S-poticy-we-also-have- preparedfu{es

Hiquidity-risks-can-be-categorized:into-cash-flow-risk-and

'*mr‘lpfmmnmﬁm{u:procedures*and-al_mmnnp\ related:toorisk rnArkei:iiu{uidi‘ly risk
““"mannnamenY
IR-our-organizatior—we-have-setip-a-centralized-systerm-related——Cash-flowTisk
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e —— fhnrmmﬁ{v-pnfnrrp~rEk~m2nanpmm+—l:}nder-thercommittee—we

c:ash*ﬂows—The;cash-ﬂowprobtem-may-be—a'decﬁne-fn—income

specialist-committes-and-system-risk-specalisteommitiseto————caused-by-detericrating-financial composSitions —an-ncrease-in
make-decisionsrelatedto-risk-management-irom-an-exper-and return-premidm-payments-duetolarge-volume-surrénders-ora——————
_——————practical-perspectivezEach-committee:is-in-charge-of the—————singfe-large:surrender;oramoutflow-of:funds-dueto-a:major e ———
————————following:risks = catastrophe-In-such-cases the-company-suffersiossesby———————
having-to-sell-off-assetsat a‘muehjoWeT’prlceThan usualte
T=AEM:specialist-cormmitiesinsuranc e URderVFiRgISic ———————Securefunds:

liquidity-risk
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MafKPI-llqlllnlly TISK

2=investment-risk-specialistcommitteerinvestmentrisk{market————Market-liquidity-risk-istherisk-obsuffaring-losses-from-not-being
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SELECTED FINANCIAL DATA

(Non-consolidated)

(unaudited)

{ - - . ~ {oillions of yen] {miffiors ot 0.5, doviars;
| .

(Year ended March 31)
1998 1999 2000 2001 2002 2002
1670 1,618 1475 1387 1,501 11,939

Ordinary income 35 9 20 20 18 135

ltem

Total revenues

Surplus in current year (after tax) e % 08 020411 .. 82
B & B 1673t 177 1,328

Total fund 1 1 31 31 31 232
.. (including reserve for redemption of fund)

Total capital o 71

Net unrealized gains/losses on investments - - - 150

Adjusted netassets =~ -

Capital - -
.. {excluding net unrealized gains/losses on investments) —
__Reserve for price fluctuations =

Contingency reserves T

Other -
(including net unrealized gains/losses on securities etc)

_..495 3414

146 1,095

.54 _405
53 397
200 1,500

Total assets . 6825

Separate accounts 70

. 6,969
94

0,081

127

1,266
98

6,834 61,287
83 622

Policy reserve

Loans receivable _ 2,755

8471

2,533

6510

6624
2,469

6845

2,408

Securities

Base profit -

.....2968
873.0%  869.1%

8559 3872

1,050.3%

4,063

6,358 47,714
2,309 17,328
3,883 29,140

13

..806.8%

.7688%
13 97

Reserve for dividends to policyholders 100.2%

as % of retained earnings for appropriation

188.5%

120.4%

Policies in force 24,265

{individual life and annuities, group insurance)

24,818

25,389

300.4%

25,550

95.9%

26,255 197,035

Individual life and annuities 15,126

15,129

15,185

15,232 114,311

Policies in force (group annuities) 744

739

781

15,172

New policies (individual life and annuities) 1,989

1,857

1,847

1,931

788

813 6101
2,188 16,420

Income from insurance and reinsurance premiums 1,328
..1,328

1,023

.. Premium income

Surrendered/lapsed individual life and annuity policies

1,234

1234

916

1,155

998

- 1,097

1,019 7,647
1,018 7,639
1,209 9,073

Average guaranteed interest rate on policies in force -

_4.62%
,V,,A\Lgage_,gyétanie_e,qJ,ni@,t§§I,,t§t,§_90_, I

_individual life and annuities

angit,mﬁﬁiyjeidgn‘g@pgr_a@,cﬂggunzaﬁeis_«,m,,ﬂ,,&_lﬁ?/g,k,._@%_w?-&_%,__&sgf/p&,M 248%
2 VA

Net unrealized gains on investments (general account)

_..Net unrealized gains on domestic stocks 284
..109

Net unrealized gains on domestic bonds

SELECTED FINANCIAL DATA

_4.89%

. 4.38%
_4.59%

.87

272
~..193

.. 4.08%

969

336

384

4.08%

239

153 _

362%

.52 390

97



(billions of yen) (millions of U.S. dolars)
(Year ended March 31}

item 1998 1999 } 2000 2001 2002 2002

1

10.

Net unrealized gains/losses on foreign securities 33 12 (23) (5) (4) (30)
‘ Net unrealized gains on land (general account) - @) (20) (22) 0 0
Unrealized gains/losses from derivatives (general account) 26 22 23 21 15 112
Nikkei Stock Average level at which net unrealized gains disappear 1,150 1,160 1,088 997 1,140 8,555
Delinguent loans 85 80 72 17 14 105
Allowance for doubtful accounts 92 95 73 19 16 120
+ amount covered by collateral and guarantees
No. of employees 15,868 16,261 115482 14,252 13,734
No. of in-house sales representatives 9,848 10,450 10,111 9,276 8,948
No. of agents 241 488 672 685 690
|
|
Notes: E

. The "other" portion of adjusted net assets includes net gains/losses on securities, property and equipment; the portion in excess

of cash surrender value; and the unappropriated amount of dividend reserves. |

|

. Since 2000, total assets have been calculated with allowance for doubtful accounts as :a deductible item.

I

. Solvency margin ratios for 1998, 1999, 2000, and 2001 are calculated differently as a result of some changes in the calculation

criteria as stipulated in Financial Services Agency/Ministry of Finance Announcement No. 1 and 9, 1999; Financial Services
Agency/Ministry of Finance Announcement No. 2, 2000; and Financial Services Agency/Ministry of Finance Announcement No. 19,
2001.

. The reserve for policyholder dividends as a percentage of retained earnings for approp;riation is the total amount of reserve for

policyholder dividends and reserve for balanced dividends to policyholders, as a percentage of retained earnings for appropriation

as calculated based on Article 27 of the Enforcement Regulations Concerning the Insu‘[rance Business.

. The amount of individual annuity policies in force is the total of annuity assets at the time annuity payments start for policies taken

out before the payments start, and the policy reserves for policies after the annuity pajments start.

. The amount of group annuity policies in force represents the amount of policy reserves.
. The denominator of the yield calculation formula is the daily average balance on a book value basis, and the numerator is

"investment income minus investment expenses" in the ordinary profit/loss section. Si:nce fiscal 1999, the yield has been
calculated by deducting allowance for doubtful accounts from total investment assets,

. Net unrealized gains/losses on land are based on the latest official assessed values. |

l

. The amount of allowance for doubtful accounts + amount covered by collateral and guarantees is relative to the amount of

©

delinquent loans. i
U.S. doflar amounts have been translated from yen, for convenience only, at the rate of ¥133.25=U.S.$1, the approximate Tokyo
foreign exchange market rate as of March 31, 2002. {
t
|
|
|
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INew Policies by products

{¥ear ended March 31)

2000

Number of policies

2001

__{policy)

% of total

(policy)

Lo oftotal

| |
Individual Insurance T
.1 Endowment with medical protection 152,823 | 244% | 110,845 198% .
2 Term Insurance With Survival Benefits 50,285 ‘ 8.0% - l 48,755 8.7% 1
3 Whole Life Nursing Care Insurance 0 _00% 26,290 AT
4 Whole Life Insurance with term - 26,781 4.3% 19,173 3.4%
_....5 Endowment With Term Insurance 8288 | 29% ! 34508 6.2% L
Sub.Total (Savings Type Products) 248,185 39.6% | 239,569 42.9% jf
1 Endowment With Maturity Dividends 81,022 , 129% '1 74,087 13.3% !
2 Himawari Insurance ? 101,333 i 16.2% 64,963 11.6% _
3 Others L N 16,427 2.6% 19,448 3.5%
4 Individual Annuity Insurance 180,441 28.8% 160,953 28.8%
Sub.Total (Protection Type Products) 379,223 60.4% 319,451 57.1% :
Total 627,408 100.0% 559,020 ’ 100.0% ?
Group Insurance . 27a3e9 L - 718502 - L
Group Annuity Insurance 172,766 - 69,740 -
Others 7,652 - 18,072 -
Total 1,082,225 - 7,763,334 -
| Insurance in Force by products
Individual Insurance R e . ) R
1 Endowment with medical protection . 3,118,727 41.5% 2,751,186 ~39.0%
_.2__Term Insurance With Survival Benefits L..283791 L . 38% 294,741 | 4.2%
3 Whole Life Nursing Care Insurance 0 00% o ..23%63 . ..03% .
4 Whole Life Insurance with term 129,036 1.7% 186227 L 19%
5 Endowment With Term Insurance 17,494 0.2% 41,820 : 0.6%
v SUb. Total (Protection Type Products) | 3,547,048 | 47.2% 3247537 . ‘ ....36.0%
1 Endowment With Maturity Dividends | 289728 L 45%
2 Himawari Insurance o i 1,367,724 | . 19.4% -
3 Others o . . 424421 8.0%
4 Individual Annuity Insurance L 1,662,670 22.1% : 1,699,838 241%
Sub.Total (Savings Type Products) | 3,966,256 52.8% 1 3,809,575 54.0% i
Total 7,513,304 100.0% 7,057,112 100.0%
Group Insurance S |_ 20,881,773 - - __.126716827 -
Group Annuity Insurance ' 10,030,853 - ‘ 9,751,315 l -
Others | 152,966 - | 162,574 | -
Total . 38,578,996 - | 43,687,628 i -

SELECTED FINANCIAL DATA



}
f

B Amount
2002 2000 2001 2002
(policy) % of total (millions of yen) % of total (millions of yen) | % of total (millions of yen) % of total
166,042 32.7% 370,351 20.0% 274,941 14.2% 425,401 19.4%
92,925 18.3% | 326,787 17.7% 347,667 18.0% 662,910 30.3%
21,213 4.2% 0 0.0% 105,465 5.5% 90,309 41%
37,028 7.3% 133,429 7.2% 92,039 4.8% 135,116 6.2%
47,268 9.3% | 160,300 8.7% 345,277 17.9% 568,172 26.0%
364,476 71.8% | 990,867 53.6% 1,165,389 60.3% 1,881,908 86.0%
11,191 l 2.2% 120,420 8.5% | 110,729 ! 5.7% 21,187 1.0%
62,958 # 12.4% 87,377 4.7% 58,002 | 3.0% 58,376 2.7%
14,539 2.9% 134,569 7.3% 124042 6.4% 86,491 4.0%
54,699 10.8% 514,408 27.8% | 473,607 24.5% 140,190 6.4%
143,387 28.2% 856,774 46.4% | 766,380 39.7% 306,244 14.0%
507,863 100.0% 1,847,641 100.0% [ 1,931,771 100.0% 2,188,155 100.0%
1,058,504 - 181,594 - 77,808 - 275,000 -
64,970 - 230 - 46 - 0 -
19,161 - ‘ 130 - f 139 - 100 -
1,650,498 ; - | 2,029,595 - | 2009764 | - 2,463,255 -
1 | 1 !
~ i
2,515,738 39.9% 4,721,372 31.1% 4,275,064 28.2% 4,066,117 26.7%
350,768 5.6% 1,647,267 10.8% 1,757,690 | 11.6% 2,177,355 14.3%
39,604 0.6% 0 0.0% 94392 | 0.6% 163,140 11%
161,631 | 2.6% 869,410 5.7% 872562 | 5.8% 922,197 6.1%
| 72,072 j 1.1% 153,085 1.0% 395255 | 2.6% 770,299 5.1%
| 3,139,813 49.8% || 7,391,114 48.7% 7,394,963 | 48.7% 8,099,108 53.2%
298,300 4.7% | 617,925 41% 653,286 | 4.3% 614,735 4.0%
| 1,008,771 17.4% il 1205425 7.9% 1,086,926 7.2% 875,096 5.7%
127,985 2.0% 819,565 5.4% 823,625 5.4% 628,377 4.1%
1,641,281 26.0% 5,150,971 33.9% 5,213,729 34.4% 5,015,596 32.9%
3,166,337 50.2% 7,793,886 51.3% 7,777,566 51.3% 7,133,804 46.8%
| 6,306,150 100.0% 15,185,001 100.0% | 15,172,534 100.0% 15,232,917 100.0%
| 27,840,482 - 10,204,689 - . 10,378,308 - 11,022,700 -
9,449,470 - 781,343 - | 788,777 - 813,200 { -
B 175,791 - 5,075 - | 4976 | - 4,400 | -
| 43,771,893 - | 26,176,108 - | 26344595 | - 27,073,217 / -
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E’remium income by products

| femewedMawsyy B

Individual Insurance

1999 |

| fmiions ofyen) | % of total | millons of yen)

Amount

2000 _ .

% of total

% of total

L 201

Lmitions of yen) | % ot total _milions of yer) |

1 Endowment with medical protection 429,977 . 39.3% | 393,966 | 405% , 354,064 38.7% . 341,652 .  40.8%
2 Term Insurance With Survival Benefits 43,221 | 3.9% 44,174 4.5% | 46,545 5.1% y 69,3‘6_2;*'_»@_.3_"/9
_3Whole Life Nursing Care Insurance. | 0 00% | 0 00% 9876 1.1% ‘ 13,379 . 1.6%
4 Whole Life Insurance with term 19,391 ! 1.8% i 22,321 2.3% 24,035 26% 44,576 5.3%
5 Endowment With Term Insurance 0 0.0% ;, 1313 " 0.1% 4,949 0.5% 9,251 1.1%

Sub.Total (Protection Type Products) 492,589 45.0% | 461,774 47.5% | 439,469 48.0% 478,220 57.1%

1 Endowment With Maturity Dividends | 53834 49% 90,461 | 9.3% | 87,720 9.6% 26,125 3.1%
. 2Himawarilnsurance . . ... 239,726 _ 21.9% | 164,390 16.9% | 139,205 15.2% 142,371 17.0%
.30thers .. . . .87190  52% . 53887 85% . 48708 | 5.3% 27193 . 3.2%
4 Individual Annuity Insurance 251,876 | 23.0% | 202,144 20.8% | 199,754 | 21.8% | 163,921 | 19.6%

Sub.Total (Savings Type Products) 602,426 | 55.0% 510,682 | 52.5% ;| 475,384 52.0% | 359,610 = 42.9%
Total 31,095,0153 100.0% | 972,456  100.0% | 914,853 | 100.0% 837,830 | 100.0%
Group Insurance | 29884 - L. 31929 - 33655 | - 3,5,,§Zg_l ™
Group Anpuity Insurance | 108,813 l - | 150,034 -1 147859 - 144,637 | -
Others 897 | - 789 - 824 | - 955 | -
Total 11,234,579 | - 11,155,208 | - 11,007,191 | - 11,018,994 | -
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Thetayo-MutuatLifednsurance-Co

March:31;-2002-and-2001

{Millions of Yen)

(Millions ot U.S Dollars) ————

2002 2001 2002 :
‘Assets 4 ‘ .
Cash and deposits ¥ 53,508 ¥ 123,569 3 401
Call loans 101,580 174,400 762
Money held in trust 95,933 92,819 719
Securities (Note 4) 3,884,267 4,119,452 29,150
Loans receivable (Note 2) 2,290,537 2,391,975 17,189
Real estate and movables, net of accumulated depreciation {(Note 3) 192,004 230,675 1,440 ——=
Deferred tax assets (Note 11) 66,792 3,792 501
Deferred tax assets on land revaluation 11,956 - 89
Other assets 164,613 246,081 1,235
Allowance for doubtful accounts (5,876) 6,713) (44)
Total assets ¥ 6,855,318 ¥ 7,376,053 $ 51,447
Liabilities ==
Policy reserves: =
Reserve for outstanding claims ¥ 22458 ¥ 21,500 $ 168 =——=
Policy reserve 6,358,848 6,723,201 47,721 =—e———=
Reserve for dividends to policyholders (Note 6) 74,036 80,404 555 ————=
6,455,343 6,825,106 48,445 ————
Reserve for retirement benefits (Note 9) 25,564 25,308 191 —=—=—=
Reserve for price fluctuations 54,911 48,004 412
Deferred tax liabilities (Note 11) 150 3,838 1
Other liabilities 139,396 144,885 1,046
Total liabilities 6,675,367 7,047,144 50,096 ——/———=
Minority interests 2,103 5,625 15
= Capital
e Fund (Note 10) 24,000 27,000
Reserve for revaluation 13 13
Reserve for redemption of capital fund 7,000 4,000
Land Revaluation {(21,163) -
Surplus 137,787 142,346
Net unrealized gain on investments 30,264 150,685
Cumulative translation adjustments (54) (662)
Total capital 177,847 323,383 1,334 =—
Total liabilities, minority interests and capital ¥6,855,318 ¥ 7,376,053 $ 51,447

S accompanyingnoes-fo-consalidated inancial statemant:




—ConsolidatecStatements=of=-0perations

- s IO Y < o)
———The-FaiyoMutuatbifednsurance Go

F I —Xparstended-March-315-2002-and-2001

I{Milliuns of Yen)

(Millions of U.S Dollars}

— 2002 2001 2002
Revenue ;
——— Income from insurance and reinsurance premiums ¥ 1,019,041 ¥ 1,007,372 $ 7,647
—— Investment income: !
== Interest, dividends and rental income from real estate 162,688 171,400 1,220
- ———  @ains on sale of securities 66,529 93,964 499
—— Foreign exchange gains, net 11,243 - 84
——  Other investment income 3,785 692 28
— Total investment income 244,247 266,057 1,832
Other revenues 339,86'{ 34,922 2,550
Equity in income of affiliated companies 350 - 2
— Total revenues 1,603,506 1,398,352 12,033
|
_~———Claims and expenses |
——— Insurance claims and other payments 1,368,304;, 1,136,968 10,268
——— Provision for policy reserves 4,69 22,450 35
—— Investment expenses: ;
———— Interest expenses 1,986 2,021 14
———  Losses from money heid in trust 430 13,226 3
———  Losses on sale of securities 37,298 36,175 279
———  Losses on valuation of securities 3,17{1 5,992 23
———  Losses from redemption of securities 260 49 1
————  Losses on derivatives 26,117 26,401 196
— Losses on investments in the separate accounts 6,18&4 4,638 46
—— Foreign exchange losses, net - 65 -
————  Write-down of loans 1621 1,317 1
P ——— Depreciation of rental real estate and others 2,54|5 2,659 19
—_— Other investment expenses 2,848 2,891 21
—_— Total investment expenses 81,008 95,440 607
———= Ordinary expenses 84,86:9 82,180 636
= Other expenses 46,597 39,451 349
— Total claims and expenses 1,585,475 1,376,491 11,898
. Ordinary income 18,030 21,860 135
————FExtraordinary profits !
—— Gains on disposal of assets 405 3,815 3
——— Reversal of allowance for doubtful accounts 67{12 11,643 5
—— Other 370 95 2
= 1,448 15,553 10
- Extraordinary losses i

Losses on disposal of assets 1,929 12,627 14
Transition difference arising from the adoption of E 8,776 -

———= the new accounting standard for retirement benefits i‘-

—— Reserve for price fluctuations 6,929 2,029 o2
——— Qther 252 407 1
— 9,111 23,841 68
“———Surplus before income taxes 10,36;7 13,573 77

- ————lIncome taxes (Note 11) :
= ———= Current 1,452 570 10
- Deferred (2,440) 8,002 (18)
———Minority interests (287) (575) ]
————Surplus in current year 11,642 ¥ 5,576 $ 87

2

panying-noteslte-consolidated-irancial statements:
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Sonsolidated=StatementsoftSurplus
“Fhe=Faiyo-MutualEife-nsurance-Co
—————Yearstended-March=31-2002-and-2001

(Mitlions of Yen) (Miftions of U.S Dallars)

2002 2001 2002

Balance at the beginning of year ¥ 142,346 ¥ 137,046 $ 1,068
Additions: '

Reversal of reserve for dividends to policyholders

directly credited to surplus - 20,198

- Increase in surplus due to deconsolidated companies 166 -

. ————=Increase in surplus due to newly consolidated companies 726 -

Deductions:

Transfer to reserve for dividends to policyholders 11,101 16,638

Transfer to reserve for redemption of capital fund 3,000 3,000

o Interest on fund 597 667

— ———Bonus for directors and statutory auditors 63 68

i Decrease in surplus resulting from deconsolidation of subsidiaries 2,331 a7

“————————"Surplus in current year 11,642 5576
—————Balance at the end of year ¥ 137,787 ¥ 142,346 $

Segraccompanying:notes:to-consofidated-fmanciatstatement
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- lidatedStatements-ol=Gash=Flows

(Millions of Yen) (Millions of U.S Dollars)
2002 2001 2002
JE—— - |
—- _ _Cash flows from operating activities: !
= —Surplus before income taxes ¥ 10,3:67 ¥ 13573  § 77
= - Depreciation of real estate for rent 2,545 2,659 19
Depreciation 3,753 3,459 28
B Amortization of consolidated goodwill i M (1,156) )
N Increase in reserve for outstanding claims policy reserve 3,625 175 27
— (Increase) decrease in policy reserve (287,124) 21,185 (2,154)
- ———— Reserve for dividends to policyholders 1,070 1,089 8
———— Increase in allowance for doubtful accounts (6;71) (12,007) (5)
—— Increase in reserve for retirement benefits 1,497 8,972 11
= Increase in reserve for price fluctuations 6,929 2,029 52
Income from interest and dividends (162,688) (171,400) (1,220)
“=———=—Gains (losses) from securities 7,1{1 9 (33,893) 53
72— Gains from derivative transactions | - 26,401 -
- Interest expense 1,986 2,021 14
Exchange (gains) losses (11 ,2;43) 65 (84)
Losses from real estate 1,5iz4 8,811 11
Equity in (income) losses of affiliated companies (350) 108 2)
— — —— Increase in other assets (3,574) (6,621) (26)
- Others (7{66) (362) (5)
“———  Sub-total (426,0;00) (133,886) (3,196)
interest and dividends received 163,822 170,813 1,229
interest paid (1 ,9;86) 2,021) (14)
——Dividends to policyholders paid (18,540) (23,439) (139)
———ncome taxes paid (1,246) (5,071) ©)
__——Net cash provided by (used in) operating activities (283,952) 6,394 (2,130)
- ““———Cash flows from investing activities: !
—_Increase in cash and deposits, net 1,168 3 8
- .-Z—Payments for purchase of monetary claims bought (160,988) (349,777) (1,208)
- ~““Proceeds from sale and redemption of monetary claims bought 235,396 230,352 1,770
T Payments for increase in money held in trust (32,206) 46,711) (241)
- ~ “—Proceeds from decrease in money held in trust 22,7{50 42,440 170
- —Payments for purchase of securities (2,857,264) (2,880,709) (21,442)
= 2,881,376 2,960,547 21,623
[ (532,432) (678,432) (3,995)
~—Proceeds from loans 634,446 741,970 4,761
_—Others (24,519) (23,350) (184)
) Sub total 168,226 (3,667) 1,262

=
CONSOUDATEDFIANCIAC STATEMENTS I 36— ——————
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————GConsolidatec=Statements-etECash-Fiows
_ - TheTaiyo-Mutual-Lifednsurance-Co:
s ——————Vgarsrended-March-31-2002-and-2001

(Millions of Ye) (Millons of U.S. Dollars) ———mmmms

e 2002 2001 2002 ———

_ "~ and investment transactions as above (115,726) 2,727 (868)
~————=Payments for purchase of real estate and movables . (7,832) (8,438)
— Proceeds from sale of real estate and movables 4,477 8,736
" ““Payments for purchase of stock investment in subsidiaries (Note 8) - 15,734
————=——Proceeds from sale of stock investment in subsidiaries - (35)
..~ _-Net cash provided by investing activities 164,870 12,330

=2==—Cash flows from financing activities:

- ~————="Proceeds from debt 7,000 5,731
———————Payments of debt (4,535) (8,171)
< ————Payments for redemption of capital fund (3,000) (3,000)
~Other (609) (680)
—— Netcashusedin financing activities (1,145) (6,120)
o -——Effect of exchange rate changes on cash and cash
—...._____— equivalents 65 495
— 7777§Net increase in cash and cash equivalents (120,162) 13,099
Cash and cash equivalents at the beginning of year 295,891 282,792
-~ Decrease in cash and cash equivalents due to
' - — deconsolidated subsidiaries (21,550) -
~——Cash and cash equivalents at the end of year (Note 8) ¥ 154,178 ¥ 295,891 $

o See-accompanying-notes-to-consotidated-financial-statements:
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T Margh 3»1—2002:&1[3 trahstatron =shoutd: noLb&constmed:IhejlnancratstatemeM&of:a'subﬁdrénwrocateﬂ
T — as-am Pnresentatton_thatany_of_the_amounts shown.could:outsxdeJapan_ate_prepated -with-a-fiscalyear-end:-of

77 --be-converted-into-UzS=dollars-atthat-orany- emer rate——i:)ecember 3t —Appropriate-adjustments-were-nade————————
e STTRITE LT T T formateriaitransactions-between-December3i-and

‘."d( (7H—6+ —U—le—UdLB-UJ—LHB-bUHbUNUdLeU—JH-)dRGla‘
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bqn Qﬂud"”"
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"“o pany and:ns sabs;d;anes—f:ﬁ}|+ Afflates—n —

d'subs;dxane&fomheweapended-Mamh:&iﬁhatesacceunted:fomndepthaeqmme- hod-inthe
Vﬁndpﬁ—Mmh—’H—”ﬁFF‘ are-listed-below
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Management -C0x ,_Ltd —lL&Dinformation: bystem -Service
Sl - o Etdo=T&b- Premlum-CQITec on-Service-! are

“equity-method-in-the *’n‘@tfamo“ rted-for- undef “therequity-method—Fhe
arch 34:2601 are-listed-below individual-and-aggregate-effect-of-such-compantes-on-the
ye L)atde:ﬁsset—l\ﬁanagemeﬁt “CoEtd—————currentyearincome-and-surplus-atthe-end-of-the-year- — :
e “immaterial
T&O-Financial-kifes Insurance Company became an——————The-number-of-consolidated-subsidiaries-and-affiliates

TS Hilated company-due-to-the: ar‘mnmhnﬂ nf pmnhf Qhérpe——-fnr -the-years-ended:-March- 31--2002-and-200 are:as

in-gctaber2004 tollowss:

2002 2001
Consolidated subsidiaries 7 11
... Subsidiaries not consolidated or accounted for under the equity method 0 3
... Affiliates accounted for under the equity method 4 1
—————————-Subsidiaries and affiliates not accounted for under the equity method 5 3

(liyvalvation-ofa-subsidiary*s-assets-and-liabilitisscon———(viiCash-and-caskequivalents
- ) aoquts ition - = Cash-and-cash-equivatents-recorded- ln mﬂ =
On. acquxbmor uuSsduary,:altﬁf;thecsubsxdlany_'s:consol:dated Statement-of-cash-flows-are composed*of

- assets-and-liabifities:that-exist-atthe-date-of

cash-on-hand;-aemand- depos:ts and SDOY‘E term

—mvestments,_and “time-deposits-oiw

—— {iv)Goodwifl: -arising-on- consolidation

IR Goodwm arising- on-consolidation-is- charged-or———————(4): Basis-and-Method-of Valuation-of-Financial

.. credited-te-income-in-the-yearin: which_lt_is_mcurred7~———lnstruments

pplupuduun ofsurplu
tatement surplus:ar, 19 Qaf
strplus-approved

g_the




——iii) Policy-reserve-backed securities

iv) Subsidiaries and affiliates stocks
v) Other securities and foreign stocks

Recorded at market value at the' end of March

Recorded at amortized cost usirﬁg the moving average method
(straight-line method) ‘

Recorded at amortized cost using the moving average method
(straight-line method) |

Recorded at acquisition cost uséng the moving average method
Recorded at market value at the average in March

The difference between the acquisition cost using the moving
: average method or amortized cost and the market value less deferred
taxes is recorded as “Net unreahzed gain on investments” in capital
on the balance sheet. :
Recorded at market value at the end of March
The difference between the acquisition cost using the moving
average method or amortized cést and the market value less deferred
taxes is recorded as “Net unrealized gain on investments” in capital
on the balance sheet. :
Recorded at amortized cost usirqu the moving average method
Recorded at acquisition cost using the moving average method

. ——Securities without market value:
~~—— i) Public and corporate bonds
-—ii) Other securities

B %n.uc bﬂfﬁﬁaﬁyﬁstabﬂshe{’l-pel |Cy_fe5 erve- BaCKed_HeyﬁtH&hQﬁ:i:lS_SnﬁjuﬁJ B:equlty_as_taﬂﬂ—ﬂeialu atoly
se&uﬂes_lfes;uit_e‘et.fr_emjﬂe_ad,o_pﬁemﬁieggmmhe:%ekvams«aﬁané#orcemmeraaLuseJeefete Ra-after

——Japaneseinstiute-oECerified-Public-Accountants———rovaluation-were-¥143;340-million-(J-5:$1,075-milfionrand———————
——IndustriaFClassification-Stpervison=Committee=Interim——f10;220million(S-$827-million)-respectively—As=a

——GHideforAccounting-and-oOversight-or-Policy-Reseve———fesul-capita-anc-assets-each-aecreased-by Y2163 ————————

'Seé—ﬂnes:m—thelnsu#anee%ugness;dp:::rmil;emmmm@m—as of-Mareh-31-2002;

aecuruan(,e-vw lH-buH—l—dquWﬂ—,—H«}S—b{-}l—l—lpd.’ Y-

— Pr‘fﬁmqiﬁﬁd-rmatn:bcnds—ongmaily:categonzed:asiheld:(ﬁ)ﬂeal:Estaieand:Monabies
7 atuuty:o;ether_securittes:,—_te;peheyjesewe—-—-ﬁepzecmﬂaa;aﬁeatesiaieﬂﬁﬁﬂevabies_nefaﬁy_mc
*;Eeacﬁeﬁfggcumhes———————————————e_e rApaRy-and-majerconsolidated-subsidiariesis
| =————The-effectofsuchreciassification-was-to-decrease————computed-based-on-the=declining-balance-method;
*ﬂssets:and-eqwtytapﬁatby—%-ﬁ@e:mMmaiu—ws__—:expemjo&bwwmmcqwedmewvmtaﬁm&i_m
——millionfidriheyearended-VMarch-3 2002 ——————to98-which-arcdepreciated-based-onthe-siraighi-line
- micthod——Fhe-gencrarusefuilifeforreatestateard—————————————

T S
—“movablesare-astoliows

—————{iifDerivatives
—————Derivative-financiakinstruments-of-the-Company-are————Reatestate—3fo-50-year
—valded-atiaif-value Movabies: ato-20-years
{5¥tand=Revaluation {ZySoftware

= ——The-Company-maderevaluation-ofits-land-as-of-March———DBepreciation-ofthe-scftware-of-the-Company-and-major——————

:_:ﬁﬂ:ZﬁﬂtﬁaSﬁﬂﬂB:aﬁeﬁﬂﬁﬂ:OHﬁej:ﬁﬁﬂ:tfﬁVaiHﬁﬂﬁﬁ:l:&m:ﬁQﬁSOﬂﬁaIeﬁ:SﬂﬁStet&HeS;WBtGH:lSJﬂciuﬁeﬂjﬂ:ﬁfﬁﬁf—__—__ﬂ

ccordancewith-provisions-tnderthectaw———assetsris-amortized-based-onthe-straight-line-method——————————

-~ ———and-ts-ordinancestherevalued-amount-was-prepared———overitsestimatedusefutife(byearsf————————————————
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———regulation-and-writing=down-/-provisior-rules————————fgrreasons-otherthan-dismissal-forcause—ln-addition;

—— ———(i)-The-allowance-for-credits-ta-borrowers,-who-aredegally——

the-majority-of-thecemployees-of-the-Company-are———————

and-substantially-bankrupt-is-provided-baséd-on-the

covered:-by-a-contributory-pension-plan;-whose

_—————amount-remaning-after-deduction-ciihe-amount

benefits-are-based-on:length-ci-service-and-ceain

_ ——— ——expected-to-be-collected-through-the-disposalel——————other-factors:

-—————collateralor-the-execution-of-guarantees,-fromthe———————FEffective-from-the-yearended-March:31-:2001the

balance:of-lcanreceivables:after-the-write=zdown

Con pany-ar -1y IrlJlUl...[,U[‘]sohdated:QﬂhQidld[IP\

Fad-Bhal

described-Deiow.

—adopted-tié-new-accounting-Standard-for-retirement

-Concerming-Estaplishmentol—————

{ii-Fhe-allowance-for-credits-to-borrowers;-who-are-not

—Accounting-Standard-for-Retirement-Benefits®-the

—————currently-legally-bankrupi-but-have-a-high-possibility-of———Business-Accounting-Deliberation-Councildune=t6————

—————bankiupicy,-is-provided-as-the-amountdeemed

e orrowers—overal-solvency

Reserve-forretirement-benefits-foremployees-ofthe

————assessment-based-on-the-amount-remaining-after

—Company-and-major-consolidated-subsidiaries-is

———————deduction-of-the-amotmt-expected-to-be:-coliected

—provided-based-on-the-projected-retirement-benefit

obligation-and-tfre-pensior-assets-as-of-the

—————————through-the-atsposal-or-cottateral-or-execution-ot

Hatanteas
(= Riimaeie 1y

1A
—gucat

consolidated-balance-sheet-date—Accordingly;

accrued-severance-indemnities-and-payables-due-to

(it Fhe-allowance-for-credits-to-borrowers-other-than

—prior=service-costfor-pension-plans-are-includedsin——————=

——————————abgeve-iS-provided-based-otthe-borrowers=balance

—Reserve-iorretirementbenetits-an-account

——————muitiplied-by-the-actual-average-percentage-of-bad—————established-duringthe-year=As-a-resut-operating

———debtloss-on-actualdefaults-during-a-certain-past

income-decrsased-by-¥177-million-and-surplus-before

period income-tax-decreased-by=¥8;953-million
= Ihe-difference-resulting-from-the-change-this-yearin
——All-creditstare-assessed-by-the-relevant-sections:in accoanting-standards-of-the-Company-and-a

————gccordance-with-the-Company:s-asset-vatuation

consolidated-subsidiary,—Faivo-Eire-and-Marine

— regulation—thé-assessments-are-audited-by-the-credit tnsurance-Company-Ltd:, is-¥9;425-million-whichis ——————
_——  assessmentdepantmentwhich-isindependentironithe expensedin-thisfiscalyear
- ————gections-and-are-reflected-in-the-calculation-ofthe Actearial-gainsrand-losses-of-the-Company-are e

—————alfowance-fordoubtfuFaccounts:

expensed-in-the-nextfiscal-year—Actuarial-gains-and

With-respectt n~rrpdif¢nf—lpg a{’ryfnr-qnhq‘rﬁf ially

I IQQPQ‘ﬁf:Tth:ﬂt“Im:Eﬁfe:aﬁd:MaTu elnsurance

——————bankrupLbOITOWeTs, the-amount Temainingarter

Company-t-t@-are-amorttized-irom-the-nexttiscalyear E—

———deduction-of-collateralvatue-or-the-amount-cotlectible

dsing-the-declining-balance-methiod-overafixed-period———-

—through:the-execution-of-guarantees-or-cther-methods;

within-the-estimated-average-remaining-service-years

———whichincludes-secured-credits-and--or-guarantees,-is—————of-employees=(8:yeéarsj

———writter-off-directly-ffom-lcans-receivable-in-the-balance—————Otherconsolidated-subsidiaries-establish-arésenve————

-~ sheet-as-an-estimated-ancollectiblecamount—The-amounts

forretirement-benefits-based-on_the=simplifisd-method:

were¥ 11 3-mittion=(d:S:$ 1 2-mittion-and=¥2,607-million

{iii-Retirement-benefits-for-directors-and-statutonauditors————

According-to-the-established-guidelines;-reserve-ior

———(9YReserve-for-Retirement-Benefits

retirements-alowances-for-directors-and-statutory

——{—Retirement-benefits-forremployees

auditors-of-the-=Company-and-consolidated

T
I

‘he-Company-and-certain-subsidiaries-have-non=

-subsidiaries-is-computed-based-upon-the-payment

contributory-retirement-anad-severance-plansthat——————1actors-predetermined-by-position-and:length-otf

———————provide-forpension-erlump-sum-payment-benefits;

serviceras-directororstatatory-anditors:

————based-ondengih-ofservice-and-cerdain-otherfactors-to

In-2001the-Company-and-consolidated-subsidiaries

employees-wha-retire-orterminate-theiremployment

-changed-theirmethod-cfaccounting-forretirement

] - <) — -
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———— - W

— allowancetordirectorsana statato N aud ors rormn:

——cash-paymentmethod=o-the-accruarmethodas
——described-inthe:above

— Y
A\

>

e——

-aresdlt-oi-this-change.¥205-million-of-retirement
HSTo

fal=value-hedgingn-accorda

nee-with-the-aceounting

stan‘dan;i:fer—'ﬁnancifal:instruments.
the=g

— - egxpenses-and-¥387-million-of-unrecognized-retirement

costgenerated-inthe-pastisrecorded-as-extraordinary.

instruments:

on-ratio-analysis-which-compareszthe-cash-flow

essment-of-hedge-effectiveness-is-mainly-based
Circthis-fiscdlyearisrecordedasother—fluciiation-of-hedged-items-with-thatrothe-hedging

RV¥ I

icsses—AsS-a-résult-operating-inceme-decreased-by———{1-3)Resérvefor-Price-Fluctuations

reigh-Gurrency-fransactions

—

B—

DUSIHe:

=%

¥205-milllon-and-sorpltistbeforedincometax-decreased——Reserve-iorprcefiletationsoithe-Cornpanysis

Subsidiaries-andaffiliatesstocks-deneminated-in-forgigs

regn

computed-based-on-Articte1-5-of-the-lnsurance
rrenciss—which-are-held-by-the-Company,-are

Law—As-of-March-31-200ithe-reserve-of-for

AVQIBBIE:IGJ‘;SNE:S ecttitieS-denominated-in-foreign

CompanyEtd=wWasialsoinincludedsimthe-balance:
convertedtinto-yen-at-historicakexchangerates————————(14)Policy-Reserve:
——gurrencigsaresconveredtinteryertat-thesaverage

AasSs

——
G

priceflucfuations-of-Faiyo-Eire-and-Marine-instrante———
xchange-ratesin-March-2002:

1

withcArticle=H6=
— o NMareh=-31-200

YT g
SHS

Policy-reserve-oithe-Company-iS-provided-in-accordance—————
Fihensurance-BusSIneSS-LaW—Resee
foriife-palicies-and contractsincluded-in-the-policy.
seis:and:lmbdmes:are:denormnated:m:for.etgn————cesemals:compute;i:as:folIQWQ
drrencies-are-converted-intoyenat-the:exchange-rate-as——{ij—Reserve-for-confracts-subjéctiothe:standard-policy
——Company-adopted-the-revised-accounting-standard-for

reserverethoddscom
tive-from-the-yearended-March-31-2001the————————prescrbed-underthe-ordinance-of-the-Diractor
eign-currency-transactiens=*opinion

S

e o)
[Ty

Binm

Generalofthe-Financia-Services-Agency
——EstablishmentetAccountingforEoreign-Curreney——————(ii|-Reserve-
] Cooncil=October22 {899y —As-aresulf-of-the-adoption;

€
————Iransactions._the-BusinessAccounting-Deliberation—————tn e-netlevel-premiumerneth
‘here-iIs-Ro-impact-on-statements-oi-operations

—COmpaEd-Dasedotose

Fe-ferothercontractsiscomprted-basedon—————————

As-oE-Mareh=315-2083 the-policy-reserve-ecfFaiyo-fire-and
€
ccounting-for-keases

rCompanmy-td—was-alsooin-ineitded-in

s-of-the-Company-and-itsconsolidated

l:l;oans—l-!eeewab

oy
L=

Hedge-Accounting

NI

M0
L i

escunderwhichthe-ownership-ofthe-propery-is——toans-to-financially-impaired-parties;overdue-ioan
——notiransierred-to-the-lessee-are-accounted-for-underthe———overdueloans-more-than-3-momhs—and-restractured
E 32}

accountingprinciplesapplicableto-operating-leases—————loansarmennted-tot4:-369millienU-S:S10—million)and

52-million-as-of-March-31-2002-apd-200— X XX ———————
espectively=Details-ofthese-loans-are-set-out-below
mgzeé&meﬁwapﬁm&aewﬂ&aeeﬁ,um@:tcr:usmg:mans:te:ﬂaanetaﬂy_—:mpamed:paﬁhes:amountedm-mﬁ————
deferral-hedgeracesunting-in-accordancerwiththe——————millisrrara ¥ 35-milliorapd-overdue-loans-ameunted e
accounting-standard-forfinancialinstruments—interest———¥2-009-milion-(0: S5 15-milion)-and-¥2-660-million-as-of
the-speciakmeéthod as-setouttfdhe-accounting———————reductienifor-estimated-uncollectible-amounts-was
o standardTastif-thenterastratesandernteresrate-sWaps

S

ecswapsthatmeetthe-criteriaarecaccounted-forunder——March-33-2002-and-200 —respectively—=TFhedirect—F——r————

‘weretoriginally-applied-to-underlying-borrowings—————————2002-and-200Frespectivelyforioans-tofinanciaily

~——ForeigR-currency-bonds-are-accountforusing-mark=to-———impaired-parties-and-was-¥84=million(S:$6-million)

——riilion-:S$6-millionand-¥482-milliopaseiMarchr————
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T ang-¥15863-million-as-ef-March-31-2002 - and-2 00— —onsinterestpayments-grace-on-principal-repayments; or:

L ——ragspectively-foroverdue-ioans— forgiveness-of-debts-for-the-purpose-of-restricturing-or
~————Loanstofinancially:impaired-partiesrepresent-those——————support-to-debtors-infinancia-difficultics—Loans-to
———-————loans-on-which:accrued:ifiterestreceivable-is-not financially-impaired-parties-overdue-ioans-and:loans
- ————rocognized-becadserepayments-of-principalorinterest————-overdue-more-than-3-months:are-excluded: —

~—~were-overdue-forconsiderable-periods-and-they-are
——regarded-as-uncollectible:(excludingthe-portion-of-loan =
————thatwere-written.offj-and-which-meetthe-condition fi-Accumulated-Depreciation
——————deserbed-intArticle-96-section=1=-3;4-af-the-corporation
—tax-enforcementlaw=-(1965-Government-Ordinance—————Accumulated-depreciation-forrearestatecand-rmovables

No:97] amounted:-to-¥88;615:million=(J:5:$665millionj=and
#—f(—)verdue:!oans-represent:loans:not—accrumg~|ntecest——._—¥8b;guz—m||||on:as:oT:March_—3:1_,:_2GBZ:and_—ZDG".
S o + Yo | V2 £ g IA'xn Cthatthave-boen-aranted Ara’r\'n—'f'f\'r" toraat —————— rnt\r\nf\h\ raly -
T T T T AT AT Is_JVCA ALY = % S ) lu_VSJAV.‘V.V_I_I_uI AT l Q\J &l QLTINS TGO rJ_\.a).r,U_\LHI Y.v

© o —————payments-forthe-purpose-of-restructuring-or-supportto

}fj:debtorsm-fmancnal dxfflcultles,—_exciudmg_lwxa -to

. ) :ttlnanc|a]]yjmpa|[ed:paulca E@:Non:consohdaﬁedrsubSHdﬂaﬂeS:and:AﬁﬂﬂIaﬁes——-—h
— ——QVerdue-loans-mere-than-3-manthsramounted o ¥6;504 -
———million=(U;8:548-million)-and=¥5;750-millfon-as-ofMarch—————Investmentin-equity-securties-of non-consolidated
7?3?15208“-&46_"‘0’01 -u.espcdivv%v ubsidiaries-and-affiliates-were-¥5;670-million-(U:S7$42"

million)-and=¥-798-million-as-of-March=31,-2002-and=2001
—respectively-
aﬁer—the-eontractuaLdue»dateior_repayment.of_pnncxpa; - — .
— —orpayment-ofinterests-and-does-not-includetoanswhich

W

3 ,,;are-detnvned~a3*loans:to:t1nanc:alIy_—impar[m:paﬁtes:andm—%ﬁzﬁ’eparate:"—“ccoUms
: ——overduerioans:
: ﬁ%;ﬁestruoturedzloans:amounted:to:¥5,f7-6‘4:m'rh'ron:(U;S:$43:'I?otalrassets:in:the:separateraccounts:were‘¥83f332
———————millionj-and=¥9;206-million-as-of-March-34--2002-and———————milion:(J:5:$625-million)-and-¥98:936millich-as-of-March————
~—————200respectively. 315-2002-and-2001 -respectively-—The-amounts-of
—————Restructured-loansrepresentloans-with-faverableterms —liabilities-wererthezsameras-thesefigures:

———1o-debtors-such-as-interestrexemption-orreduction-grace

%‘“’:‘EEB@W‘&OTEDN@EHH’SEitb—:EﬁﬂﬁE\]h‘dﬂd’ i

o ———Movementin-the-reserve-for-dividends-to: policyholders:included:-in- policyreserves-forthe- yvearended-March-31-2002—— - ——— -
and-200is-as-follows

(Millions of Yen) (Millions of U.S. Dallars)

2002 2001 2002

_~—————Balance at the end of previous year ¥ 80,404 ¥ 106,313 $ 603

; Transfer to reserves from surplus in previous year 11,101 16,638 83
—————Dividends paid to policyholders during year 18,540 23,439 139 —=

~Increase in interest 1,070 1,089 8

N ~—— ———"0ther decrease - (20,198) -

_~ —Balance at the end of fiscal year ¥ 74,036 ¥ 80404 555

————— 4;— NOTES 0 THECONSOLBPATED FINANGIAE STATEMENTS




CrheEdecreaseo ¥20‘“- Ju"’“,-& LF-yL'qs:éf:MareW:%mjs%_&exccssetp@&iﬁesmrra. Sferoato-dividend-equalization

————Pledged=a ~+~11mountedto-¥iss;919:uﬁﬂm%mmnd mﬁ;@gﬁ:mﬁhon;and:sewfed:debisamcunted__——:—_———:

{8 L ey  JATAK

: )——mﬂaaﬁﬂﬂem&&wﬁtﬂféﬁ)‘:ﬁ@ﬁﬁ;ﬂaﬁuﬁn—mﬁ—!\ﬁﬂmﬁ—ﬂ— peZ-and-200Trespe tively

@Cashand-Cash-Equivalents
A dSH—dHu-edbh:e Arch3 =2 sdRa 2001 were-sgmmarzed ASTOHOWS
: (Millions of Yen) {Millions of U.S. Dollars)
| 2002 2001 2002
Cash and deposits y |53508 ¥ 123569  $ 401
Less: Time deposits over three months in above f (810) (2,078) (6)
Call loans 101,580 174,400 762

Cash and cash equivalents ¥ 154,178 ¥ 295,891 $ 1,157

rDecrease or=t umaan_ﬂitbaau_a.uu.uae

eV W4 v al ot G 7o ] 2 o 7 (e Ivey
(ML=t pl 5 W @ M )
i \'{Iuvﬂll-l it AV L R SR AT A=t OaatOL

1§ llrrb-;_"__v_edr x
7 ;ﬁaiyoﬂremd:i\ﬁame mmmwmmmﬂmmmﬁmﬂ
liabiiffies-att ms_,_-m,msmn;oj_mmnﬂﬁaﬂoﬁ—mﬁf-wmmh—ﬂ—g'}1:" are-as z

' (Millions of Yen) {(Millions of U.S. Dollars)
!
Cash and deposits : Y 16,012 $ 120
Investment in securities | 60,747 455
Loans receivable | 4 536 34
Other assets i 14,167 106
Total assets ,‘ ¥ 95462 $ 716
1
t
Policy reserves and claims : 79,896 599
Loans payable | 4,000 30
- Other liabilities ‘ 6,730 50
Total liabilities ¥ 90,626 $ 680
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‘“ﬁ_;féfiétﬁiretan‘d:Marine:!nsurancet@ompanv:I;td.:was:newiv:consolidated:due:m:th‘eradditiona!:acquisitiomof:sfnrk.‘— —
"BEtEils:of:th-e:assets:andfﬁéb:IrtreSrat:the:begmning:of:consojiaatlon,—_andthe:reconciIiﬁtron:of:payment:focacqu%&ion' =
——(net);as:0{-2007-are-asfollows: -

{Millions of Yen)

__:Cash and deposits

¥ 16,012
- —=Investment in securities 60,747
= ~Loans raceivable 4,536
—Other assets 14,167
Goodwill 614) =——/———
————Policy reserves and claims (79,896) ————
——=———-—l0ans payable (4,000) —=—==—==
—=Other liabilities (6,730) =
= —Minority interests (2,758)
~Shareholder’s equity before additional acquisition (1,186}
~——————Acquisition cost of Taiyo Fire and Marine Insurance Company Ltd. 278
~————-Cash and cash equivalents in Taiyo Fire and Marine Insurance Company Ltd. (16,012) =
——==___Payment for acquisition, net ¥ (15,734)

—[¢-Reserve-forRetirement Benefits

,iﬁ:):bummar_y;of:the.-Adop.ted:Bet—lrement:Bemeﬁts‘:System

—The-Company-and-theTaj iyo-Fire-and-Marinezinsurance-Com Ha?ﬂﬂ)éEtE}.:aafOfﬁEthfequa'liﬁ.’e}:’E
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- —————a-defined-benefitpension-plan: —_——

—— “*—Tl’mfmﬁagt@:_sﬁbsndxanes:adopt:the:zetntementlump:sum:grant:system.\» —

- :l;he:Falyo:Erre.—and::Mﬁim‘e:lnsurance:bompany_—l_-td.,—_wmcn:were:pr_ewously;consohdated,—.hav_e:been.:accoum.teﬁ:for_____“: '
=——————asunderequity-method-as-of-March-3 72002 —— =
-Detai!s:af:th'e?etirement:beneﬁ-t:obﬁqatiens:are-beiow. -

= (2):Hetmement—l:ipmafrt—(—)bHgmmnq—-‘— — — = ————

-—— — ey _\‘xﬁﬁ*_“i ——

e {Millions of Yen) (Miltions of U.S. Dollars) = ——

2002 2001 2002 =———=—+

— i. Retirement benefit obligations ¥ (34,059) ¥ (35,630 $ (255) —/————=

" ————ii. Pension assets 8,742 9,387 65 —/—/—————

————iil. Retirement benefit obligations (i+ii) (25,317) (26,243) (189) —————

—=———"1v. Unrecognized amount of the transition difference arising from

the adoption of the new accounting standard -
v. Unrecognized amount of actuarial differences 243 1,527 1 /= —
————vi. Unrecognized amount of past service obligations - - i
vii. Amount on Balance sheet (iii+ivav+vi) (25,073) (24,715) (188) =————

viii. Prepaid pension cost
ix. Provision for retirement benefits (vii+viii) ¥

(25,073) ¥ (24715 $ (188) ————




- i ) e i (Millions of Yen) (Millions of U.S. Doltars)
| 2002 2001 2002
i
Service costs ¥ 11,693 ¥ 1,780 $ 12
Interest costs i1,021 1,038 7
Expected income © (315) (353) (@)
—jv. Transition difference arising from the adoption of the new 3
accounting standard ! - 9,425 -
Allocated actuarial differences {1,539 - 11
i. Allocated past service obligations ! - - -
— ii. Retirement benefit costs ¥ 3,938 ¥ 11,891 $ 29
———{4)Basis-for-Compuitation-of-Retirement-Benefit-Cbligations-2601-and-2662
. ——Allocation method for the projected retirement benefits ! Straight line method

i
. i 3.0%
. = Expected rate of return ‘ 3.5%
" _Transition difference arising from the adoption of the new accounting standard: 1 year
\
1

““~———VYears over which the actuarial differences are allocated 1year

— ,"Ti(l",\l'(ﬁr;

—The-Faiyo-Firecand-Marinednsarance-Company-ttd-consalidated:sub: idiary-as:of-March-31-2001-applies-on-expected-rate-of-return’-of-3:8%-and

- - ¢ Py iy y PNy m T )
ffff7y\=mb_u_\l_m_w1.lmu_u.lr.',:u.xu:um.un.lex.\:[.lu::.a.x.c_mluudluu Lo yodlsy

~ {5y Reseve-forTetitementallowancesT o directers-and

e —— ;Q%-miHinn—aq—nf—Mﬂrr‘h-qq—,J’ﬂﬁ“-a nd-200respectively

- — NCTES T THECONSOLIDATEDFINANCIAESTATEMENTS = 415 ‘}r-—————
Ll i

L —




o ';';A—ft-rnd-nf-¥f1'ﬂ;ﬂﬂﬂ~mrlI|nn—wanr;nde—m—am‘nrdanrp—wlfFATffiFlFﬁ'ﬂ?f-’thp-lnqnmnrp—RanpQQ—l'aw-m-th.- year-ended

i
T

A

Vareh-3122000

TherCompany-redeemed-¥3;000-million-of-funds-and-the-same-amount-of-veluntaryreserve-forredemption-of-capital

———funds,-described-in-Article-56-of-the-Insurance-Business-Eaw,-was-reserved-in-the-yearended-March
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{Millions of Yen)

(Mitions of U.S. Dollars)

= 2002 2001 2002 ——————
““—Deferred tax assets ¥ 66,792 ¥ 3792 $ 501

-——————Deferred tax liabilities {150) (3,838) (1) —
" -Net deferred tax assets (liabilities) ¥ 66,642 ¥ (45) $ 500

- The-major-components-causing-derered tax-assels-and-liabilities-are-as-ollows:

: {Millions of Yen) {Miliions of U.S. Doitars)

— 2002 2001 20020 ——x

. ——Deferred tax assets: _

— ————  Policy reserves ¥ 53,063 ¥ 56,013 $ 398 —/————
Allowance for doubtful accounts 1,208 1,032 9

Accrued retirement benefits 7,646 7,052 57 —

Reserve for price fluctuation of securities 19,822 17,329 148 —
~==  Impairment of securities 1,227 1,825 9
———  Eliminate unrealized profit between subsidiaries 22 80 0
.t Others 2,549 5,148 19

T Deferred tax assets sub total 85,540 88,482 641 —/]———
Valuation allowance - (1,264) -
Deferred tax assets total 85,540 87,218 641

—Deferred tax liabilities: —
7~ Reserve for special depreciation (385) (344) (2)
T =——  Accrued dividend income (1,153) (1,592) (8)
) Net unrealized holding gain on other securities, net of tax (17,206) (85,136) (129)
== Revaluation discrepancy of subsidiaries as consolidation (150) (189) (1)
) Others 5 . 0
B - Deferred tax liabilities total (18,898) {87,264) (141)
= Net deferred tax assets ¥ 66,642 ¥ (45) $ 500

- BFNOTESTO-THE CONSOUDATED FINANGIACSTATEMENTS




T ——Treveconciationotthe-dHerence betweennormakincome taxrate-and-eHectvetax-rate-afterapplication-of deferrad——————

i
% 2002 2001
1
1
1‘ 36.1% 36.1%
|
1 (37.8) (29.5)
*‘ - 53.7
“Repayment of foreign tax deduction 1 4.4) -
~—————O0thers i (3.4) 2.9
- =Effective tax rate after application of deferred tax accounting \ (9.5% 63.2%
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CORPORATE HISTORY

_May 1893 _

~ April 1930

___Founded as the Nagoya Life Insurance Co., Ltd.

Head Office moved to current location in Nihonbashi, Tokyo.

February 1948
April 1964
September 1974
September 1978
May1986
October 1991
November 1991
October 1996
January 1999
June 1999

July 1999

October 1999

November 1999
April 2000

September 2000

April 2001
June 2001

August 2001

October 2001

January 2002
March 2002
April 2002

July 2002

Established as The Taiyo Mutual Life Insurance, Tokyo,

Number of branches surpasses 100.

10-year Kenko Himawari product launched.(Endowment with medical protection)
Total assets surpassed ¥1 trillion o

Taiyo Life asset Management of Amenca establlshed in the U.S.A.
Total assets surpassed ¥5 trillion.

Outstanding insurance policies exceed ¥20 trillion.

Sales agreement formed with Taiyo Fire and Marine Insurance Co,. Ltd.

Broad business alliance formed with Daido Life Insurance Company.
The group name, "T&D Life Group" was announced.

Established Taiyo Information Industry Ltd.

Announced the formation of a business alliance among five types of financial businesses. Called Financial
One, the alliance consists of Taiyo Life, Daido Life Insurance Company, Nipponkoa Insurance Co., Ltd., UFJ
Bank Limited, UFJ Trust Bank Limited, and UFJ Tsubasa Securities, Co., Ltd. as of June 2002.

Launched T&D Taiyo Daido Asset Management Co., Ltd. through a merger of domestic asset management
company. Also launched T&D Confirm Co., Ltd. by integrating the operations of a confirmation company.

‘Endowment insurance with term rider "Happy Melody F Series" launched.

Whole life nursmg care "Tokoton Nursmg Care F Series” launched.

Every sales representative started to carry a latest r model of por‘[able personal computer.

Daido Life and Taiyo Life selected as sponsors for the former Tokyo Life Insurance Company (presently T&D
Financial Life Insurance Company).

Began employing the integrated information system "NET'S 01."

Announced a business partnership with Nipponkoa Insurance Co., Ltd. in the field of non-life insurance.
Announced the merger of Nipponkoa Insurance Co., Ltd. and Taiyo Fire & Marine Insurance Co., Ltd.
Integrated Daido Life's system division with Taiyo Information Industry Ltd. to establish T&D Information
System Company.

Launched "Rakuchin Service" to handle loans to policyholders via telephone and the Internet.
Launched "Taiyo Life's Special Whole Life Insurance Long For F Series."

T&D Financial Life Insurance Company began operation under the new name.

Board of Directors decided on Taiyo Life's April 1, 2003 demutualization.

Began sales of Nipponkoa Insurance Co., Ltd.'s non-life insurance products.

Formulated the Fifth Mid-Term Business Plan.

Nipponkoa Insurance Co., Ltd. and Taiyo Fire & Marme Insurance Co., Ltd. merged

Established Taiyo Building Management Company.

Launched "Kenko Series Lady 2 Series.”

Launched "Kenko Series Mister 2 Series."

Established T&D Asset Management Company through a merger between T&D Taiyo-Daido Asset
Management Company and Daido Life Investment Trust Management Co., Ltd.

In April 2002, Daido Life Insurance Company demutualized.

@ CORPORATE HISTORY
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C ORPORATE
I NF ORMATI! O N

11-2, Nihenbesht 2-chome,

Chue-ky, Tekye 103-0027, Japan

Phone: +81(2)8272-6217 Fax: +81()8271-1289
7, Nibenehe 7-cherms,

Chiyedas-ky, Tekyo 102-0084, Japen

Phene: +87(3)8237-0840

Telsyo Computer Cemtier

2=ﬂ @q %@rﬁ@@’/@ é:@ﬁ@ﬁmn,

Seliame-eil, Saltama $38-0808, Jepan

Phone: +81(48)828-8711

Esteblished; Feloruary 1846 (Foundad in May 1888)
Branches Offfces: 148 (As of Aprl 1, 2002)

Employess: 13,734 (As ef Mergh 31,

Ofiee Werkers: 2,328

Collzstors: 7,881

hite/Awww.ialye-selimel.ce.jo/ive/iop. ehiml

AFFILIATES

New Yok

TED Asset Management (U.S.A). ne.

480 Lesdngtien Avenue, 38th Floer, New Yerk, NY 10017, U.S.A.
TEL: +1(212)480-3638

EAX: +1(212)4€0-3809




TAIYO-LIFE

The Taiyo Mutual Life insurance Co.
11-2, Nihonbashi 2-chome, Chuo-ku, Tokyo 103-0027, Japan
Phone: +81(3)3272-6211 Fax: +81(3)3271-1259
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