Years ended March 31,

2009 2010 2011 2011
Millions of
Millions of yen U.S. dollars
Payments for purchase of tangible fixed assets ................... (67,428) (38,458) (13,047) (156)
Proceeds from sales of tangible fixed assets ........................ 58,176 753 116 1
Payments for purchase of intangible fixed assets.................. (1,982) (2,156) (2,737) (32)
Proceeds from sales of intangible fixed assets...................... 2 — — —
Payments for additional acquisition of shares of
consolidated subsidiary ............cccooviiiiiiiiie — — (326) (3)
Net cash provided by (used in) investing activities ............ (95,327) (434,346) (443,686) (5,335)
Cash flows from financing activities:
Financing of additional foundation funds .............c....cccoeeii . — 15,000 — —
Redemption of foundation funds ...............cc.cooeieiiiiicee. — (15,000) — —
Interest payment for foundation funds ............cccccciviiiin. (716) (716) (892) (10)
Dividends paid to minority interests .........ccccevveeiiiiieeein. (52) (23) (15) (0)
Payments for lease obligations............ccccccoviiiiiiiiiiii — — (222) (2)
Net cash provided by (used in) financing activities ............ (768) (739) (1,130) (13)
Effect of exchange rate changes on cash and
cash equivalents ............ccccccciiiiiiii e (1,983) (445) (842) (10)
Net increase (decrease) in cash and cash equivalents ......... 73,669 (77,740) 140,053 1,684
Cash and cash equivalents at the beginning of the year ..... 177,956 251,626 173,885 2,091
Cash and cash equivalents at the end of the year ................ ¥251,626 ¥173,885 ¥313,939 $3,775

See notes to the consolidated financial statements.
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Consolidated Statements of Changes in Net Assets

Fukoku Mutual Life Insurance Company and consolidated subsidiaries
For the years ended March 31, 2009, 2010 and 2011

Years ended March 31,

2009 2010 2011 2011
Millions of
Millions of yen U.S. dollars
Foundation funds, surplus and others:
Foundation funds
Balance at the end of previous fiscal year.................... ¥ 40,000 ¥ 40,000 ¥ 40,000 $ 481
Changes in the current fiscal year:
Financing of additional foundation funds ................... — 15,000 — —
Redemption of foundation funds ............................... — (15,000) — —
Total changes in the current fiscal year..................... — — — —
Balance at the end of current fiscal year....................... 40,000 40,000 40,000 481
Accumulated foundation funds redeemed
Balance at the end of previous fiscal year................... 31,000 31,000 46,000 553
Changes in the current fiscal year:
Additions to accumulated foundation
funds redeemed.............cocooiiiiiiii — 15,000 — —
Total changes in the current fiscal year.................... — 15,000 — —
Balance at the end of current fiscal year...................... 31,000 46,000 46,000 553
Reserve for revaluation
Balance at the end of previous fiscal year................... 112 112 112 1
Changes in the current fiscal year:
Total changes in the current fiscal year.................... — — — —
Balance at the end of current fiscal year 112 112 112 1
Consolidated surplus
Balance at the end of previous fiscal year..................... 74,369 83,365 77,020 926
Changes in the current fiscal year:
Additions to reserve for dividends to policyholders... (31,868) (17,856) (19,505) (234)
Payment of interest on foundation funds ................. (716) (716) (892) (10)
Net surplus forthe year ..........cccccccoviviiiiiiiiii 54,678 27,182 42,199 507
Reversal of reserve for redemption of
foundation funds .......cccooooiiii — (15,000) — —
Reversal of revaluation reserve for land.................... (13,098) 44 (592) (7)
Total changes in the current fiscal year.................... 8,995 (6,345) 21,208 255
Balance at the end of current fiscal year 83,365 77,020 98,228 1,181
Total foundation funds, surplus and others
Balance at the end of previous fiscal year................... 145,481 164,477 163,132 1,961
Changes in the current fiscal year:
Financing of additional foundation funds .................. — 15,000 — —
Additions to reserve for dividends to policyholders.... (31,868) (17,856) (19,505) (234)
Additions to accumulated foundation funds
FEACEMEA. .. i — 15,000 — —
Payment of interest on foundation funds (716) (716) (892) (10)
Net surplus for the year .........ccccccoovviiiiiiiii 54,678 27,182 42,199 507
Redemption of foundation funds ..............cccoevieens — (15,000) — —
Reversal of reserve for redemption of
foundation funds ... — (15,000) — —
Reversal of revaluation reserve for land (13,098) 44 (592) (7)
Total changes in the current fiscal year.......... 8,995 8,654 21,208 255
Balance at the end of current fiscal year...................... 154,477 163,132 184,340 2,216
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Years ended March 31,

2009 2010 2011 2011
Millions of
Millions of yen U.S. dollars
Accumulated other comprehensive income:
Net unrealized gains (losses) on available-for-sale
securities, net of tax
Balance at the end of previous fiscal year...................... 115,335 (36,210) 48,045 577
Changes in the current fiscal year:
Net changes, excluding foundation funds, surplus and others (151,546) 84,255 (38,038) (457)
Total changes in the current fiscal year..................... (151,546) 84,255 (38,038) (457)
Balance at the end of current fiscal year........................ (36,210) 48,045 10,006 120
Deferred valuation gains (losses) under hedge accounting
Balance at the end of previous fiscal year.................... 408 479 538 6
Changes in the current fiscal year:
Net changes, excluding foundation funds, surplus and others 70 59 (173) (2)
Total changes in the current fiscal year...................... 70 59 (173) (2)
Balance at the end of current fiscal year........................ 479 538 365 4
Revaluation reserve for land, net of tax
Balance at the end of previous fiscal year...................... (12,335) 814 773 9
Changes in the current fiscal year:
Net changes, excluding foundation funds, surplus and others 13,149 (40) 592 7
Total changes in the current fiscal year..................... 13,149 (40) 592 7
Balance at the end of current fiscal year....................... 814 773 1,366 16
Foreign currency translation adjustment
Balance at the end of previous fiscal year.................... (3) (667) (583) (7)
Changes in the current fiscal year:
Net changes, excluding foundation funds, surplus and others (663) 83 (177) (2)
Total changes in the current fiscal year..................... (663) 83 (177) (2)
Balance at the end of current fiscal year.............c.......... (667) (583) (761) (9)
Total accumulated other comprehensive income
Balance at the end of previous fiscal year..................... 103,405 (35,584) 48,774 586
Changes in the current fiscal year:
Net changes, excluding foundation funds, surplus and others (138,989) 84,358 (37,796) (454)
Total changes in the current fiscal year..................... (138,989) 84,358 (37,796) (454)
Balance at the end of current fiscal year....................... (35,584) 48,774 10,977 132
Minority interests
Balance at the end of previous fiscal year................c.......... 2,438 2,254 2,513 30
Changes in the current fiscal year:
Net changes, excluding foundation funds, surplus and others (184) 258 (134) (1)
Total changes in the current fiscal year .......................... (184) 258 (134) (1)
Balance at the end of current fiscal year....................c........ 2,254 2,513 2,378 28
Total net assets
Balance at the end of previous fiscal year........................... 251,325 121,147 214,419 2,578
Changes in the current fiscal year:
Financing of additional foundation funds....................... — 15,000 — —
Additions to reserve for dividends to policyholders........ (31,868) (17,856) (19,505) (234)
Additions to accumulated foundation funds redeemed.. — 15,000 — —
Payment of interest on foundation funds..................... (716) (716) (892) (10)
Net surplus forthe year............cccoeevvieiiiiiii 54,678 27,182 42,199 507
Redemption of foundation funds............cccccccccoeiii. — (15,000) — —
Reversal of reserve for redemption of
foundation fuNAS .....oveeee — (15,000) — —
Reversal of revaluation reserve for land .............c........... (13,098) 44 (592) (7)
Net changes, excluding foundation funds, surplus and others (139,173) 84,617 (37,931) (456)
Total changes in the current fiscal year ...............c..oo.. (130,177) 93,271 (16,723) (201)
Balance at the end of current fiscal year...................cc........ ¥ 121,147 ¥ 214,419 ¥ 197,696 ¥ 2,377
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Notes to the Consolidated Financial Statements

l. Presentation of the Consolidated Financial
Statements

1. Basis of Presentation

The accompanying consolidated financial statements have been
prepared from the accounts maintained by Fukoku Mutual Life
Insurance Company (the "Company") and its consolidated subsid-
jaries in accordance with the provisions set forth in the Insur-
ance Business Law of Japan and its related rules and regulations
and in conformity with accounting principles generally accepted
in Japan, which are different in certain respects from accounting
principles generally accepted in countries and jurisdictions other
than Japan.

In addition, the notes to the consolidated financial state-
ments include information which is not required under account-
ing principles generally accepted in Japan but is presented
herein as additional information.

Amounts of less than one million yen have been eliminated.
As a result, total in yen shown herein do not necessarily agree
with the sum of the individual amounts.

2. U.S. Dollar Amounts

The translations of yen amounts into U.S. dollar amounts are
included solely for the convenience of the reader and have been
made, as a matter of arithmetical computation only, at the rate
of ¥83.15 = US$1.00, the effective rate of exchange at the bal-
ance sheet date of March 31, 2011. The translations should not
be construed as representations that such yen amounts have
been or could in the future be, converted into U.S. dollars at that
or any other rates.

3. Principles of Consolidation
(1) Scope of consolidation
Consolidated subsidiaries for the year ended March 31, 2011 are
listed below:
Fukoku Shinyo Hosho Company Limited
Fukoku Capital Management, Inc.
Fukokushinrai Life Insurance Company
Fukoku Information Systems Co., Ltd.
Fukoku Life International (U.K.) Limited
Fukoku Life International (America) Inc.

Major unconsolidated subsidiary is Fukoku Seimei Building Com-
pany Limited.

Seven subsidiaries are excluded from the scope of consoli-
dation, as each one of them is small in its total assets, amount
of sales, net surplus for the year and surplus and is sufficiently
insignificant to reasonable judgement on its impact on the finan-
cial position and results of operation of the Company's group.
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(2) Application of equity method
Unconsolidated subsidiaries (such as Fukoku Seimei building
Company Limited, etc.) are insignificant in their impact on net
surplus and surplus, and also immaterial as a whole, therefore,
application of equity method is withheld.

There are no affiliates for the years ended March 31, 2009,
2010 and 2011.

(3) Fiscal year of consolidated subsidiaries

Among the subsidiaries to be consolidated, fiscal year-end of
overseas subsidiaries is December 31. For the preparation of
consolidated financial statements, financial statements as of
that date are used and concerning any important transaction tak-
ing place in between December 31 and the consolidated closing
date, necessary adjustments for consolidation are made.

(4) Amortization of goodwill

Goodwill was amortized by the straight-line method over a
period of 10 years and in case of the immaterial amount of good-
will, such amount is fully charged to operating expenses when
incurred.

(5) Valuation of subsidiary's assets and liabilities on acquisition
On acquisition of a subsidiary, all of the subsidiary’s assets and
liabilities that exist at the date of acquisition are recorded at their
fair value.

Il. Notes to Balance Sheets

1. Significant Accounting Policies

(1) Valuation methods of securities

The valuation of securities, including bank deposits and mon-
etary claims bought which are equivalent to securities, and
securities managed as trust assets in money held in trust, is as
follows:

i) Trading securities are stated at fair market value. Costs of
their sales are determined by the moving average method.

ii) Held-to-maturity debt securities are stated at amortized cost
under the straight-line method, cost being determined by the
moving average method.

iii) Policy-reserve-matching bonds are stated at amortized cost
under the straight-line method, cost being determined by
the moving average method in accordance with "Temporary
Treatment of Accounting and Auditing Concerning Policy-re-
serve-matching Bonds in Insurance Industry" (Industry Audit
Committee Report No.21 issued by the Japanese Institute of
Certified Public Accountants on November 16, 2000).



iv) Investments in unconsolidated subsidiaries and affiliates
which are not accounted for under the equity method are
stated at cost, cost being determined by the moving average
method.

v) Available-for-sale securities with fair market value are stated
at fair market value based on the market prices at the end of
fiscal year. Costs of their sales are determined by the mov-
ing average method. Net unrealized gains or losses on these
available-for-sale securities, net of taxes, are recorded as a
separate component of net assets.

Available-for-sale securities whose fair values are
deemed extremely difficult to obtain are stated at cost, cost
being determined by the moving average method, except for
public and corporate bonds including foreign bonds, of which
the difference between acquisition cost and face value is
considered to be an adjustment of interest. Such bonds are
stated at amortized cost under the straight-line method, cost
being determined by the moving average method.

(2) Valuation methods of derivative instruments
Derivative instruments are stated at fair market value.

(3) Revaluation of land

The Company revalued the land for business purposes based

on the Law for Revaluation of Land (Law No0.34 promulgated on

March 31, 1998). The difference between fair value and book

value resulting from the revaluation, net of related taxes, is re-

corded as revaluation reserve for land as a separate component

of net assets and the related tax is recorded as deferred tax

liabilities for revaluation reserve for land.

m Date of revaluation: March 31, 2002

B Method of revaluation as prescribed for in Article 3 Paragraph
3 of the said Law:
Calculation is based on the appraisal value for property tax set
forth in Article 2 item 3 of the Enforcement Ordinance of the
Law for Revaluation of Land (Government Ordinance No.119
promulgated on March 31, 1998) and the road rate set forth in
Article 2 item 4 of the said Ordinance with certain reasonable
adjustments.

(4) Depreciation of tangible fixed assets

Depreciation of the Company's tangible fixed assets is calcu-

lated by the following methods.

m Buildings (excluding lease assets)

i) Acquired on or before March 31, 1998: Previous declining-
balance method

ii) Acquired on or after April 1, 1998 but on or before March 31,
2007: Previous straight-line method

i) Acquired on or after April 1, 2007: Straight-line method

B Assets other than buildings (excluding lease assets)

i) Acquired on or before March 31, 2007: Previous declining-
balance method

ii) Acquired on or after April 1, 2007: Declining-balance method

B | ease assets related to finance lease transactions that do not

transfer ownership: Straight-line method over the lease term

Other tangible fixed assets acquired for ¥100,000 or more but

less than ¥200,000 are depreciated equally over three years.

(5) Foreign currency translation

Foreign currency-denominated assets and liabilities are trans-
lated into Japanese yen at the effective exchange rate prevailing
at the balance sheet date.

(6) Allowance for possible loan losses

Allowance for possible loan losses is provided in accordance
with the Company's standards of self-assessment and write-offs
and reserves on credit quality:

i) For the credits of borrowers who are legally bankrupt such
as being in the proceedings of bankruptcy or civil rehabilita-
tion (hereinafter called "legally bankrupt borrowers") and who
are substantially bankrupt (hereinafter called "substantially
bankrupt borrowers"), the Company provides the remaining
amount of credits after the direct write-off described below
and the deductions of the amount expected to be collected
through the disposal of collateral or the execution of guaran-
tees.

ii) For the credits of borrowers who are not currently bank-
rupt but have a high possibility of bankruptcy, the Company
provides the amounts deemed as necessary considering the
borrowers' ability to pay, within the amounts after deductions
of the amount expected to be collected through the disposal
of collateral or the execution of guarantees.

iii) For the credits of borrowers other than the above, the Compa-
ny provides the amounts calculated by multiplying the borrow-
ers' balance by the actual ratio of bad debt losses on defaults
during a certain past period.

FUKOKU MUTUAL LIFE INSURANCE COMPANY 41



All credits are assessed by the relevant departments in accor-
dance with the Company’s standards of self-assessment on
credit quality. The results of the assessment are reviewed by
the audit department, which is independent of business-related
divisions. Subsequently, the allowance for possible loan losses
are provided based on the results of these assessments.

For the credits of legally bankrupt borrowers and substan-
tially bankrupt borrowers, the amounts remaining after deduc-
tions of collateral value or the amounts collectible through the
execution of guarantees is written-off directly from the bor-
rower'’s balance as the estimated uncollectible amounts. The
amounts written-off as of March 31, 2009, 2010 and 2011 were
¥941 million, ¥9,159 million and ¥287 million (US$3 million),
respectively.

(7) Reserve for employees' retirement benefits

The Company and its consolidated subsidiaries adopt account-
ing standards for employees' retirement benefits (Business
Accounting Council dated June 16, 1998) and account for the re-
serve for employees’ retirement benefits based on the projected
benefit obligation and plan assets at the balance sheet date.

(8) Reserve for price fluctuation of securities
Reserve for price fluctuation of securities is calculated in accor-
dance with Article 115 of the Insurance Business Law.

(9) Lease Transactions as a Lessee

Finance lease transactions that do not transfer ownership to the
lessee whose commencement day was on or before March 31,
2008 continued to be accounted for in a manner similar to ac-
counting treatment for ordinary rental transactions.

(10) Lease Transactions as a Lessor

As for the finance lease transactions where the Company is a
lessor, the lease fee is recorded in “interest, dividends and other
income” at the time of receiving lease fee. The corresponding
cost of the lease transactions is recorded in “other investment
expenses” , which is calculated by deducting an amount equiva-
lent to the interest allocated over the lease term from the lease
fee received.

(11) Accounting for hedge activities

Hedge accounting is based on "Accounting Standards for
Financial Instruments" (ASBJ Statement No. 10 issued by the
Accounting Standards Board of Japan on August 11, 2006).
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For the foreign currency forward contracts against the
exchange rate fluctuations in the value of foreign currency-de-
nominated bonds classified as available-for-sale securities, which
qualify for hedge accounting because of high correlation and
effectiveness between the hedging instruments and the hedged
items, valuation gains and losses on the foreign currency for-
ward contracts are recorded in the statements of operations.

For the interest rate swaps against the interest rate fluc-
tuations regarding loans, which qualify for hedge accounting
because of high correlation and effectiveness between the
hedging instruments and the hedged items, valuation gains and
losses on the interest rate swaps are deferred until the maturity
of the hedged transactions.

Deposits denominated in foreign currencies for which for-
ward foreign exchange contracts are used to hedge the foreign
currency fluctuations are translated at the contract rates if the
forward contracts qualify for specific hedge accounting. In this
case, exchange differences between the exchange rate on the
trade date and the forward contract rate are allocated to each
fiscal year from the date contracted to the date settled.

For judging the effectiveness of hedge used, ratio analysis
of comparing the fluctuations in the fair value or cash flows of
hedged items and hedging instruments is mostly applied.

(12) Accounting for consumption taxes

The Company accounts for consumption taxes by the tax-exclu-
sion method. The consumption taxes on certain assets, which
are not deductible from consumption taxes withheld and that
are stipulated to be deferred under the Tax Law, are deferred
as prepaid expenses and amortized equally over five years.
Consumption taxes other than deferred consumption taxes are
recognized as an expense when incurred.

(13) Policy reserve

Policy reserve is based on Article 116 of the Insurance Business
Law, and the premium reserve at the end of fiscal year is calcu-
lated by the following method:

In regard to the policies subject to the standard policy
reserve, the method as prescribed by the Commissioner of Fi-
nancial Services Agency (Ministry of Finance Ordinance No. 48,
1996) is applied.

In regard to the policies not subject to the standard policy
reserve, the net level premium method is applied.



(14) Amortization method for intangible fixed assets

Intangible fixed assets are amortized as follows:

i) Software
Software for internal use is amortized based on a straight-line
method over the estimated useful lives.

ii) Lease assets
Lease assets are amortized based on a straight-line method
over the lease term.

(15) Deferred assets

Discount on bonds is amortized equally over the period for
which interest on bonds is fixed. This amount is deducted from
bonds.

(16) Policy-reserve-matching bonds

Of the bonds corresponding to the sub-groups of individual
insurance and annuities which are set by insurance types and
investment policies, the bonds that are held to match the dura-
tion of liabilities are classified as policy-reserve-matching bonds
in accordance with “Temporary Treatment of Accounting and
Auditing Concerning Policy-reserve-matching Bonds in Insur-
ance Industry” (Industry Audit Committee Report No. 21 issued
by the Japanese Institute of Certified Public Accountants on
November 16, 2000).

The amounts of policy-reserve-matching bonds recorded on
the balance sheets and the market value of these bonds were
¥721,357 million and ¥737,056 million as of March 31, 2009, and
for as of March 31, 2010 and 2011, are written in Notes No. 3
“Financial Instruments”.

2. Changes in Accounting Policies

(1) Effective for the year ended March 31, 2011, the Company
and its consolidated subsidiaries adopted “Accounting
Standard for Asset Retirement Obligations” (ASBJ State-
ment No. 18 issued by the Accounting Standards Board of
Japan on March 31, 2008) and “Guidance on Accounting
Standard for Asset Retirement Obligations” (ASBJ Guidance

No. 21 issued by the Accounting Standards Board of Japan
on March 31, 2008). As a result, tangible fixed assets in-
creased by ¥1,725 million (US$20 million) and the amount of
asset retirement obligations recorded in balance sheet was
¥2,849 million (US$34 million). Ordinary profit decreased by
¥157 million (US$1 million) and surplus before income taxes
decreased ¥1,124 million (US$13 million).

(2) Effective for the year ended March 31, 2010, the Company
adopted “Partial Amendments to Accounting Standard for
Retirement Benefits (Part 3)" (ASBJ Statement No.19 is-
sued by the Accounting Standards Board of Japan on July 31,
2008). There is no effect of the change on ordinary profit and

surplus before income taxes since the Company has decided
to use the same discount rate as before.

(3) Effective for the year ended March 31, 2009, the Company
adopted “Accounting Standard for Lease Transactions” (ASBJ
Statement No. 13 issued by the Accounting Standards Board
of Japan on March 30, 2007). As a result, ordinary profits
decreased by ¥2 million, compared to the previous methods.

(4) Effective for the year ended March 31, 2009, the Company
adopted “Practical Solution on Unification of Accounting Poli-
cies Applied to Foreign Subsidiaries for Consolidated Finan-
cial Statements” (ASBJ PITF No.18 issued by the Accounting
Standards Board of Japan on May 17, 2006). There was no
effect of this change on the income.

3. Financial Instruments

Asset management of the Company’s general accounts other
than the separate accounts stipulated in Article 118 Paragraph 1
of the Insurance Business Law is conducted on the principle of
prudent and profitable investments, considering public and social
responsibilities of the insurance business. Based on this policy,
the Company allocates the fund, securing its liquidity, from the
medium-to-long term viewpoints. The Company is diversifying
investments in assets such as foreign securities and equity
securities within the acceptable range of risk in order to enhance
the profitability, although yen-denominated interest bearing
assets including debt securities such as Japanese government
bonds and loans are the cores of the portfolios. Derivatives are
mainly used to mitigate the market risk regarding the securities
and loans. Major financial instruments including securities, loans
and derivatives are exposed to market risk and credit risk.

The Company manages its asset management risk by
establishing internal control systems including various rules
pursuant to the “Basic Policy for Risk Management” established
by the Board of Directors. Specifically, the Company eliminates
excessive risk deviating from the basic principle and secures the
safety of the assets by utilizing control functions of the Financial
and Investment Risk Management Department towards the
asset management sections, monitoring the status of market
risk and credit risk periodically on a daily or monthly basis. In
addition, the Company quantifies the market risk and credit risk
using value-at-risk (VaR) method in order to control the possible
maximum losses which may arise from the holding assets
within a certain range of risk buffers.

The carrying amounts, fair values and their related
differences of major financial assets and liabilities were as
follows:
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As of March 31,

2010 2011 2011
Millions of yen Millions of U.S. dollars
Carrying Carrying Carrying
amount Fair value Difference amount Fair value  Difference amount Fair value Difference

Monetary claims bought:

Claims treated as loans.................. ¥ 1,752 ¥ 1,743 ¥ (8) ¥ 1,424 ¥ 1,424 ¥ 0 $ 17 $ 17 $ 0

Total monetary claims bought......... 1,752 1,743 (8) 1,424 1,424 0 17 17 0
Money held in trust:

Trading securities .........ccccoeevneennne. 31,902 31,902 — 32,169 32,169 — 386 386 —

Total money held in trust................. 31,902 31,902 — 32,169 32,169 — 386 386 —
Securities:

Trading SECUrti€S ...oooevviiiiiiieeeeei, 79,317 79,317 — 228,171 228,171 — 2,744 2,744 —

Held-to-maturity debt securities...... 514,566 519,051 4,485 685,249 691,061 5,811 8,241 8,311 69

Policy-reserve-matching bonds ....... 987,697 1,005,145 17,448 1,270,781 1,291,435 20,654 15,282 15,531 248

Available-for-sale securities ............. 2,568,975 2,558,975 — 2,400,737 2,400,737 — 28,872 28,872 —

Total securities ........cccevvveeiiineennn. 4,140,556 4,162,490 21,933 4,584,939 4,611,406 26,466 55,140 55,458 318
Loans:

Policy l0ans .........ccccooeioiiiiie 76,695 76,694 (0) 74,357 74,357 (0) 894 894 (0)

Ordinary 10ans ........cccooiiiiiiiie 1,146,707 1,174,330 27,623 1,072,361 1,099,209 26,847 12,896 13,219 322

Total 10ans ....coooviviiiiiiiice 1,223,402 1,251,025 27,623 1,146,719 1,173,566 26,846 13,790 14,113 322
Derivative instruments:

Hedge accounting not applied......... (1,644) (1,644) — (6,049) (6,049) — (72) (72) —

Hedge accounting applied............... (4,006) (4,006) — (1,730) (1,730) — (20) (20) —

Total derivative instruments............. ¥ (5650) ¥ (5650 ¥ — (7,780) ¥ (7,780) ¥ — $ (93 $ (93 $ —

(1) Securities including deposits and monetary claims bought

which are treated as securities based on “Accounting Stan-
dards for Financial Instruments” (ASBJ Statement No.10) and
securities managed as trust assets in money held in trust:
The fair values of marketable securities are measured at the
quoted market price at the end of fiscal year. The fair values
of other securities without the quoted market price are

based on the prices reasonably calculated such as the prices
offered by the information vendors or counterparty financial
institutions.

Investments in unconsolidated subsidiaries and affiliates,
unlisted stocks and investments in partnerships whereby
partnership assets consist of unlisted stocks whose fair
values are deemed extremely difficult to obtain, are excluded
from above securities. The carrying amounts of investments
in unconsolidated subsidiaries and affiliates, unlisted stocks
and investments in partnerships were ¥240 million, ¥8,863
million and ¥8,306 million as of March 31, 2010, and ¥398
million (US$4 million), ¥8,847 million (US$106 million)
and ¥8,201 million (US$98 million) as of March 31, 2011,
respectively.
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(2) Loans and monetary claims bought treated as loans:

The fair values of policy loans are deemed to approximate
book values, considering estimated repayment period and
interest rate conditions since their repayment deadline have
not been set up due to the characteristics that the loan is
limited to the amount of cash surrender values. Therefore,
the book values are used as the fair values of policy loans.

The fair values of floating interest rate loans among the
ordinary loans and monetary claims bought treated as loans
approximate the book values because the market interest
rates are reflected in future cash flows in a short period.
Therefore, the fair values of floating interest rate loans and
monetary claims bought treated as loans are based on their
book values. The fair values of fixed interest rate loans are
measured by discounting the future cash flows to the present
values. The fair values of loans receivable from legally bank-
rupt borrowers, substantially bankrupt borrowers and borrow-
ers who are not currently bankrupt but have a high possibility
of bankruptcy and monetary claims bought treated as loans
are computed by deducting the amount of the allowance for
doubtful accounts from the book values before direct write-
offs.



(3) Derivative instruments:

i) The fair values of the futures and options traded at the
exchange are measured at the settlement price of the ex-
change.

ii) The fair values of options and swaps traded over the counter
are based on the quoted prices offered by counterparty finan-
cial institutions.

iii) The fair values of foreign currency forward contracts are
determined based on the spot exchange rate and forward
contract rate.

4. Investment and Rental Property
The Company holds investment and rental properties such as
office buildings in Tokyo and other areas. The carrying amounts
and the fair values of investment and rental properties were
¥223,701 million and ¥295,062 million as of March 31, 2010
and ¥230,127 million (US$2,767 million) and ¥280,297 million
(US$3,370 million) as of March 31, 2011, respectively. The fair
value is mainly based on the value calculated by the Company in
accordance with real estate appraisal standards which includes
some adjustments using the reference prices.

The amount corresponding to asset retirement obligations
included in the carrying amount of investment and rental proper-
ties was ¥1,411 million (US$16 million) as of March 31, 2011.

5. Loans Receivable

The total amounts of credits to bankrupt borrowers, delinquent
loans, delinquent loans past 3 months or more and restructured
loans, which were included in loans, were ¥10,712 million,
¥2,586 million and ¥3,288 million (US$39 million) as of March
31, 2009, 2010 and 2011, respectively.

i) The balances of credits to bankrupt borrowers were ¥435 mil-
lion, ¥300 million and ¥280 million (US$3 million) as of March
31, 2009, 2010 and 2011, respectively.

ii) The balances of delinquent loans were ¥10,277 million,
¥2,119 million and ¥770 million (US$9 million) as of March 31,
2009, 2010 and 2011, respectively.

iii) There were no balances of delinquent loans past 3 months or
more as of March 31, 2009, 2010 and 2011.

iv) The balances of restructured loans were ¥166 million and
¥2,237 million (US$26 million) as of March 31, 2010 and 2011,
and no balance as of March 31, 2009.

Credits to bankrupt borrowers represent loans, excluding the bal-
ances already written-off, which meet the conditions prescribed
in Article 96 Paragraph 1 Item 3 and 4 of the Enforcement Regu-
lations of the Corporate Tax Law. Moreover, accruing interest

on these loans is not recorded as income after determining that
principal of or interest on these loans is unlikely to be collected
due to the significant delay in repayment of principal or interest
payment or for some other reasons.

Delinquent loans are credits whose accruing interest is
not recorded as income due to the same reasons as described
above, and exclude credits to bankrupt borrowers and loans for
which interest payments have been suspended and rescheduled
to assist and support the borrowers in the restructuring of their
business.

Delinquent loans past 3 months or more are loans for which
interest payment or repayment of principal are delinquent for
3 months or more from the due date under the terms of the
related loan agreements, excluding those loans classified as
credits to bankrupt borrowers and delinquent loans.

Restructured loans are loans for which certain concessions
favorable to borrowers, such as interest reduction or exemp-
tions, rescheduling of due date of principal or interest payment,
waiver of claim or other terms, have been negotiated for the pur-
pose of assisting and supporting the borrowers in the restructur-
ing of their business. This category excludes loans classified as
credits to bankrupt borrowers, delinquent loans and delinquent
loans past 3 months or more.

The direct write-offs related to loans decreased credits to
bankrupt borrowers described above by ¥102 million, ¥8,149
million and ¥19 million (US$232 thousand) as of March 31, 2009,
2010 and 2011, respectively.

The direct write-offs related to loans decreased delinquent
loans described above by ¥786 million, ¥938 million and ¥262
million (US$3 million) as of March 31, 2009, 2010 and 2011,
respectively.

6. Accumulated Depreciation of Tangible Fixed Assets
Accumulated depreciation of tangible fixed assets totaled

to ¥124,761 million, ¥129,828 million and ¥137,605 million
(US$1,654 million) as of March 31, 2009, 2010 and 2011, re-
spectively.

7. Separate Accounts

Total assets in separate accounts provided for in Article 118 of
the Insurance Business Law were ¥113,498 million, ¥95,207
million and ¥83,280 million (US$1,001 million) as of March 31,
2009, 2010 and 2011, respectively. The amounts of separate
account liabilities were the same as separate account assets.
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8. Receivables from/Payables to Unconsolidated
Subsidiaries

The total amounts of receivables from/payables to unconsoli-

dated subsidiaries were, ¥3,425 million and ¥165 million as of

March 31, 2009, ¥3,308 million and ¥186 million as of March 31,

2010, and ¥2,508 million (US$30 million) and ¥171 million (US$2

million) as of March 31, 2011, respectively.

9. Monetary Claims to Directors

Monetary claims to directors of the Company as of March 31,
2009, 2010 and 2011 were ¥12 million, ¥8 million and ¥6 million
(US$77 thousand), respectively.

10. Income Taxes

Deferred tax assets and deferred tax liabilities as of March 31,
2009 were ¥116,732 million and ¥1,939 million, respectively.
Valuation allowance for deferred tax assets was ¥4,188 million.

Major components of deferred tax assets were ¥57,809 mil-
lion of policy reserves, ¥20,318 million of net unrealized losses
on available-for-sale securities and ¥17,857 million of reserve for
employees' retirement benefits as of March 31, 2009.

For the year ended March 31, 2009, the Company's statu-
tory tax rate was 36.2%. The major differences between the
statutory tax rate and 22.8% of the actual effective tax rate
were (9.2%) of reserve for dividends to policyholders and (6.7 %)
of revaluation reserve for land.

Deferred tax assets and deferred tax liabilities as of March
31, 2010 were ¥96,103 million and ¥29,717 million, respectively.

11. Reserve for Dividends to Policyholders

Changes in reserve for dividends to policyholders were as follows:

Valuation allowance for deferred tax assets was ¥3,077 million.

Major components of deferred tax assets were ¥57,858
million of policy reserves, ¥18,034 million of reserve for
employees’ retirement benefits and ¥9,667 million of reserve
for price fluctuation of securities as of March 31, 2010. Major
component of deferred tax liabilities was ¥27,435 million of net
unrealized gains on available-for-sale securities as of March 31,
2010.

For the year ended March 31, 2010, the Company's statu-
tory tax rate was 36.2%. The major difference between the
statutory tax rate and 12.6% of the actual effective tax rate was
(22.5%) of reserve for dividends to policyholders.

Deferred tax assets and deferred tax liabilities as of March
31, 2011 were ¥100,383 million (US$1,207 million) and ¥8,381
million (US$100 million), respectively. Valuation allowance for
deferred tax assets was ¥3,257 million (US$39 million).

Major components of deferred tax assets were ¥59,538
million (US$716 million) of policy reserves, ¥18,161 million
(US$218 million) of reserve for employees’ retirement benefits
and ¥12,262 million (US$147 million) of reserve for price fluctua-
tion of securities as of March 31, 2011. Major component of
deferred tax liabilities was ¥5,859 million (US$70 million) of net
unrealized gains on available-for-sale securities as of March 31,
2011.

For the year ended March 31, 2011, the Company'’s statu-
tory tax rate was 36.2%. The major difference between the
statutory tax rate and 20.5% of the actual effective tax rate was
(16.6%) of reserve for dividends to policyholders.

Years ended March 31,

2009 2010 2011 2011
Millions of
Millions of yen U.S. dollars
Balance at the end of previous fiscal year.........cccccooviiiiiiiiiiiii ¥ 54,382 ¥ 57,317 ¥ 54,759 $ 658
Transfer from surplus in previous fiscal year...........ccccccccieiiiiiiiiii 31,868 17,856 19,505 234
Dividends paid in the current fiscal year...........ooceveiiiiiiiiiiceee (29,176) (20,571) (21,176) (254)
INCTEASE IN INTEIEST ...ttt 242 157 116 1
Balance at the end of fiscal year...........coccoiiiiiiiii ¥ 57,317 ¥ 54,759 ¥ 53,205 $ 639
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12. Reserve for Dividends to Policyholders (Fukokushinrai Life Insurance Company)

Changes in reserve for dividends to policyholders were as follows:

Years ended March 31,

2009 2010 2011 2011

Millions of

Millions of yen U.S. dollars
Balance at the end of previous fiscal year........ccccccoviiiiiiiiiiiiicc ¥680 ¥533 ¥585 $7
Dividends paid in the current fiscal year (423) (346) (388) (4)
INCTEASE IN INTEIEST ..ottt 0 1 0 0
Provision for reserve for dividends to policyholders...........c...cooovviiiiiiiiiin. 276 397 456 5
Balance at the end of fiscal year ¥533 ¥585 ¥654 $7

13. Stocks of Unconsolidated Subsidiaries

The amounts of stocks of unconsolidated subsidiaries the Com-
pany held as of March 31, 2009, 2010 and 2011 were ¥240 mil-
lion, ¥240 million and ¥398 million (US$4 million), respectively.

14. Pledged Assets and Secured Debts

Assets pledged as collateral as of March 31, 2009 were ¥26,010
million of securities. Secured debts as of March 31, 2009 were
¥4,645 million.

Assets pledged as collateral as of March 31, 2010 were
¥21,642 million of securities. Secured debts as of March 31,
2010 were ¥4,548 million.

Assets pledged as collateral as of March 31, 2011 were
¥23,633 million (US$284 million) of securities. Secured debts as
of March 31, 2011 were ¥4,629 million (US$55 million).

15. Policy Reserves for the Reinsurance Contracts
Reserve for outstanding claims for the reinsurance contracts
provided in accordance with Article 71 Paragraph 1 of the En-
forcement Regulation of the Insurance Business Law (hereinafter
called "reserve for outstanding claims for ceded reinsurance”)
were ¥55 million, ¥32 million and ¥42 million (US$513 thousand)
as of March 31, 2009, 2010 and 2011.

Policy reserve for the reinsurance contracts provided in ac-
cordance with Article 71 Paragraph 1 of the Enforcement Regu-
lation of the Insurance Business Law (hereinafter called "policy

reserve for ceded reinsurance") were ¥57 million, ¥56 million
and ¥55 million (US$666 thousand), as of March 31, 2009, 2010
and 2011.

16. Additional Foundation Funds

The Company raised additional foundation funds of ¥15,000 mil-
lion during the year ended March 31, 2010 in accordance with
Article 60 of the Insurance Business Law.

17. Redemption of Foundation Funds

In the year ended March 31, 2010, in connection with the re-
demption of foundation funds of ¥15,000 million, the Company
reversed the reserve for redemption of foundation funds and
provided the equivalent amount for accumulated foundation
funds redeemed in accordance with Article 56 of the Insurance
Business Law.

18. Commitment Line

As of March 31, 2009, 2010 and 2011, there were unused
commitment line agreements under which the Company is the
lender of ¥1,481 million, ¥5,653 million and ¥4,056 million (US$48
million), respectively.
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19. Subordinated Bonds

Repayments of subordinated bonds are subordinated to other
obligations.

20. Contribution to Policyholders Protection Corporation
The future contribution to the Life Insurance Policyholders Pro-

21. Reserve for Employees’ Retirement Benefits

tection Corporation of Japan under Article 259 of the Insurance
Business Law were estimated at ¥11,283 million, ¥10,915 mil-
lion and ¥11,285 million (US$135 million) as of March 31, 2009,
2010 and 2011, respectively. The contributions were charged as
operating expenses in the year in which they were paid.

(1) The reserve for employees’ retirement benefits as of March 31, 2009, 2010 and 2011 were calculated as follows:

As of March 31,

2009 2010 2011 2011
Millions of
Millions of yen U.S. dollars
a. Projected benefit obligation ... ¥(72,001) ¥(71,617) ¥(71,786) $(863)
b. Fair value of pension plan assets.........cccccvvviiiiiiiiiiiice e 15,016 16,009 15,728 189
c. Unfunded benefit obligation (@+b) ..........ccoooiiiiii (56,985) (55,608) (56,058) (674)
d. Unrecognized actuarial differences ...........coooovvvviiiiiiiiiiiiiii 7,499 5,667 5,802 69
e. Unrecognized prior SEIVICEe COSt .......ciiiiiiiiiiiiiee e 172 137 102 1
f. Reserve for employees' retirement benefits (C+d+€)..........cccoeeeeiiii. ¥(49,313) ¥(49,803) ¥(50,153) $(603)
(2) Gross amount of retirement benefit expenses for the years ended March 31, 2009, 2010 and 2011 were as follows:
Years ended March 31,
2009 2010 2011 2011
Millions of
Millions of yen U.S. dollars
SBIVICE COST .. ¥3,224 ¥3,173 ¥3,114 $37
INEEIEST COST i 1,434 1,438 1,430 17
Expected return on pension plan assets .... (640) (450) (480) (5)
Amortization of actuarial differences .............cccoeveeeeeeiiiiiii 779 1,231 1,171 14
Amortization of Prior SErVICEe COSt......oouumiiiiiiiii i 34 34 34 0
¥4,831 ¥5,427 ¥5,270 $63
(3) The Company'’s assumptions used in calculation of the above information were as follows:
Years ended March 31,
2009 2010 2011
Method of attributing the projected benefits to periods of service................cc.cc..ooo.. Stragg:g”ne S"at;g:it:me Stra,;g:it:ine
DISCOUNT TATE ...ttt 2.0% 2.0% 2.0%
Expected rate of return on pension plan asSetS.......ccccvviiiiiiiiiiiiiieeee e 3.5% 3.0% 3.0%
Amortization period of actuarial differences..........ccooecviiiiii 10 years 10 years 10 years
Amortization period of Prior SEIVICE COSt........ciiiiiiiieiii e 10 years 10 years 10 years
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lll. Notes to Statements of Operations

1. Net Surplus before Minority Interests

Net surplus before minority interests is presented in the con-
solidated statement of operations for the year ended March 31,
2011 in accordance with the revision of the Enforcement Rule of
the Insurance Business Law based on “Accounting Standard for
Consolidated Financial Statements” (ASBJ Statement No. 22 is-
sued by the Accounting Standards Board of Japan on December
26, 2008).

2. Transactions with Unconsolidated Subsidiaries

The total amounts of revenues and expenditures in connection
with unconsolidated subsidiaries were ¥127 million and ¥2,558
million for the year ended March 31, 2009, ¥131 million and
¥2,825 million for the year ended March 31, 2010, and ¥108
million (US$1 million) and ¥2,884 million (US$34 million) for the
year ended March 31, 2011, respectively.

3. Policy Reserves for the Reinsurance Contracts

For the year ended March 31, 2010, reversal of reserve for out-
standing claims for ceded reinsurance considered in calculation
of reversal of reserve for outstanding claims was ¥22 million and
reversal of policy reserve for ceded reinsurance considered in
calculation of provision for policy reserve was ¥0 million. For the

year ended March 31, 2011, provision for reserve for outstand-
ing claims for ceded reinsurance considered in calculation of pro-
vision for reserve for outstanding claims was ¥9 million (US$118
thousand) and reversal of policy reserve for ceded reinsurance
considered in calculation of provision for policy reserve was 0
million (US$10 thousand).

4. Impairment of Fixed Assets
For the years ended March 31, 2009 and 2010, impairment
losses of fixed assets were as follows:

(1) Method of grouping

Real estate and other assets used for insurance business opera-
tions are classified as one asset group as a whole. Other assets
such as real estate for rent and unused real estate are classified
as one group individually.

(2) Background of recognizing the impairment losses
Profitability of certain real estate for rent dropped down
significantly due to a decrease in the level of rental income
and a declining trend of market prices of land. The Company
reduced its book values of such real estate for rent and unused
real estate to their recoverable amounts. The amounts reduced
were recognized as impairment losses and included in the
extraordinary losses.

(3) Asset groups recognized impairment losses and losses by fixed assets

Years ended March 31,

2009 2010

Millions of yen

Real estate for rent:

L= oo ST RSP P PR USPPRRN ¥205 ¥ 71

BUIIAINGS @NA ONEIS ...ttt e e 40 5

Total real @State fOr FENT (i) c...viieiiii e 245 76
Unused real estate:

L= oo F PSPPSR UPUPRTOUPPRNt bb 136

BUIIAINGS @NA OTNEIS ...t 213 651

Total unused 1€aSE PrOPEITY (1) ... iiiiieeiii i 269 788
Total:

AN, s 260 208

BUIIAINGS @NA ONEIS ...ttt e et e e e e 254 656

TOTAI (1) (1) ettt ¥514 ¥865

(4) Calculation method of recoverable amount

Recoverable amount is based on net sales value. Net sales value is determined based on appraisal value, posted price or road rate.
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IV. Notes to Statement of Comprehensive Income

1. Comprehensive Income for Previous Fiscal Year

Total comprehensive income for previous fiscal year was as follows:

Year ended March 31,

2010

Millions of yen

Total comprehensive income attributable to:

gl aelo] el o] oYU RRPP PRSPPI ¥111,585
YT a Lo A AT =T =] £ USRS PPRR 281
Total COMPIENENSIVE INCOMIE ... et ¥111,867

2. Other Comprehensive Income for Previous Fiscal Year

Other comprehensive income for previous fiscal year consisted of the following:

Year ended March 31,

2010

Millions of yen

Other comprehensive income:
Net unrealized gains on available-for-sale

SECUTTIES, NMET OF 18X 1. titiii ittt e ettt oot e e ettt e e ettt e e e et e e et e e e e ¥84,310
Deferred valuation gains under hedge accounting 59
Revaluation reserve for [and, NET OF 18X .. ...iiiiiiiiii et 3
Foreign currency translation @0jUSTMENT ... ... i ittt e et 83

Total 0ther COMPIENENSIVE INCOMIE .. ...uiiiiiiieiii et ¥84,457

V. Notes to Statements of Cash Flows

1. Scope of Cash and Cash Equivalents

Cash and cash equivalents as of March 31, 2009, 2010 and 2011
consist of "Cash", "Deposits in transfer account’, "Current depos-
its", "Ordinary deposits", "Notice deposits", "Time deposits matur-

ing within 3 months of the date of acquisition", "Foreign currency

2. Reconciliations of Cash and Cash Equivalents
Reconciliations of cash and cash equivalents in the consolidated

deposits maturing within 3 months of the date of acquisition”,
"Negotiable certificate of deposits maturing within 3 months of
the date of acquisition", "Call loans" and "Monetary claims bought
maturing within 3 months of the date of acquisition".

statements of cash flows to the consolidated balance sheets ac-
counts as of March 31, 2009, 2010 and 2011 were as follows:

As of March 31,

2009 2010 2011 2011

Millions of

Millions of yen U.S. dollars

Cash and AEPOSITS ......vveeieeee e ¥ 68,692 ¥ 83,557 ¥314,392 $3,781
Call IOBNS ... 183,600 91,000 — —
Monetary Claims DOUGNT ... 2,055 1,752 1,424 17
Time deposits maturing over 3 months of the date of acquisition .......................... (300) (200) (200) (2)
Foreign currency deposits maturing over 3 months of the date of acquisition (366) (472) (252) (3)
Monetary claims bought maturing over 3 months of the date of acquisition... (2,055) (1,752) (1,424) (17)
Cash and cash eqUIVAIENTS ........cuiviiiiiic e ¥251,626 ¥173,885  ¥313,939 $3,775
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Management’s Report on Internal Control over Financial Reporting

1. Matters relating to the basic framework of internal control over financial reporting

Yoshiteru Yoneyama, President of Fukoku Mutual Life Insurance Company (the “Company”), is responsible for the
design and operation of internal control over financial reporting for the Company’s financial statements, namely, con-
solidated balance sheets and the related consolidated statements of operations, comprehensive income, cash flows
and changes in net assets prepared in accordance with Article 110 Paragraph 2 of the Insurance Business Law. The
Company designs and operates its internal control over financial reporting in accordance with the basic framework of
internal control set forth in the "Standards and Practice Standards for Management Assessment and Audit concerning
Internal Control Over Financial Reporting (Council Opinions)" issued by the Business Accounting Council of the Finan-
cial Service Agency of Japan.

Internal control aims at achieving the objectives to a reasonable extent with the organized and integrated function of
individual components of internal control as a whole. Therefore, internal control over financial reporting cannot always
ensure the prevention or detection of misstatements in the presentation of financial reporting.

2. Matters relating to the scope of assessment, the basis date of assessment and the assessment procedures
The Company performed an assessment of internal control over financial reporting for its consolidated financial state-
ments as of the end of the fiscal years, March 31, 2009, 2010 and 2011, in accordance with generally accepted as-
sessment standards in Japan for internal control over financial reporting.

In the assessment of internal control over financial reporting, the Company first assessed internal controls that have
a material impact on overall consolidated financial reporting (‘company-level controls") and, based on the results, the
Company selected the business processes to be assessed. In assessing those business processes, the Company
analyzed selected business processes, identified a key control that would have a material impact on the reliability of
financial reporting, and assessed the establishment and operation with regard to the key control. The Company as-
sessed the effectiveness of internal control by the aforementioned procedures.

For the Company and its consolidated subsidiaries, the Company determined the scope of assessment of internal
control over financial reporting from the perspective of their materiality to the reliability of financial reporting. The mate-
riality to the reliability of financial reporting is determined in light of their degree of quantitative and qualitative impact.
The Company rationally determined the scope of assessment of internal controls incorporated into business processes
("process-level controls") based on the results of assessment of company-level controls regarding the Company and
one consolidated subsidiary. Other than those indicated above, five consolidated subsidiaries were determined to be
immaterial from quantitative and qualitative perspectives. Consequently, they are excluded from the scope of assess-
ment of company-level controls.

With respect to the scope of assessment of process-level controls, the locations or business units were selected in
descending order of ordinary revenues (after elimination of inter-company transactions) in the previous fiscal year until
their combined amount reached about two-thirds of consolidated ordinary revenues. As a result, the Company was
selected as "significant locations or business units". At selected significant locations and business units (the Company),
business processes related to accounting items that were closely associated with the company's business objectives,
including securities, ordinary loans and policy reserves, as well as premium and other income and claims and other
payments, which have a material impact on the calculation of policy reserves, were determined to be within the scope
of assessment. Furthermore, at selected significant locations and business units and any other locations and business
units, added to the scope of assessment were business processes relating to important accounting items that have

a high possibility of material misstatements and involve estimates and judgments, and business processes relating to
businesses or operations dealing with high-risk transactions.

3. Matters relating to the results of the assessment
As a result of performing the assessment, the Company concluded that the design and operation of internal control
over financial reporting for the Company were effective as of March 31, 2009, 2010 and 2011.

4. Supplementary Information (None)

May 19, 2011

Yoshiteru Yoneyama

President

Fukoku Mutual Life Insurance Company
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Report of Independent Auditors

The Board of Directors of Fukoku Mutual Life Insurance Company

Financial Statements Audit

We have audited the accompanying consolidated balance sheets of Fukoku Mutual Life Insurance Company
and its consolidated subsidiaries as of March 31, 2009, 2010 and 2011, the related consolidated statements
of operations, cash flows and changes in net assets for the years then ended, and the related consolidated
statement of comprehensive income for the year ended March 31, 2011, all expressed in Japanese yen.
These consolidated financial statements are the responsibility of the Company’s management. Our responsi-
bility is to independently express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those stan-
dards require that we plan and perform the audit to obtain reasonable assurance about whether the finan-
cial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Fukoku Mutual Life Insurance Company and its consolidated subsidiar-
ies as of March 31, 2009, 2010 and 2011, and the consolidated results of their operations and their cash
flows for the years then ended in conformity with accounting principles generally accepted in Japan.

The amounts expressed in U.S. dollars, which are provided solely for the convenience of the reader, have
been translated on the basis set forth in Note |. 2 to the accompanying consolidated financial statements
with respect to the year ended March 31, 2011.

Internal Control Audit

We have also audited the management's report on internal control over financial reporting of the consoli-
dated financial statements of Fukoku Mutual Life Insurance Company as of March 31, 2009, 2010 and
2011. The Company's management is responsible for designing and operating effective internal control over
financial reporting and for preparing its report on internal control. Our responsibility is to express an opinion
on management's report on internal control based on our audit. There is a possibility that material misstate-
ments may not be completely prevented or detected by internal control over financial reporting.

We conducted our internal control audit in accordance with auditing standards for internal control over
financial reporting generally accepted in Japan. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether management's report on internal control is free of material
misstatement. An internal control audit includes examining, on a test basis, representations on the scope,
procedures and results of the assessment of internal control over financial reporting made by management,
as well as evaluating the overall presentation of management's report on internal control. We believe that
our internal control audit provides a reasonable basis for our opinion.

In our opinion, management's report on internal control referred to above, which represents that the internal
control over financial reporting of the consolidated financial statements of Fukoku Mutual Life Insurance
Company as of March 31, 2009, 2010 and 2011, is effectively maintained, presents fairly, in all material re-
spects, the assessment of internal control over financial reporting in conformity with assessment standards
for internal control over financial reporting generally accepted in Japan.

Tokyo, Japan
May 20, 2011

%la_a/r—a//ml Audit Coyiﬂafcbn/

Kisaragi Audit Corporation
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Corporate Organization

Organization (as of July 5, 2011)
Branch Office 62
Field Office 478

J

Secretarial Div. ‘

Strategic Planning Dept.

Compliance Control Dept.

Employees (as of March 31, 2011)
Office Staff 2,862
Sales Representative 10,840

Corporate Risk Management Dept.

General Affairs Dept.

Others (as of July 1, 2011)

Overseas
Representative Office 1

Market Planning Dept.

Independent Auditors

Retail Management Dept.

Board of Statutory Market Developing Dept.

Auditors

Strategic Market Promotion Dept.

|
|
|
|
Personnel Dept. ‘
|
|
|
|

Group Credit Div. Related to
Japan Housing Finance Agency

Assistant to the
Statutory Auditors

LUl

Wholesale Management Dept. ‘

} Pension Actuarial Div. ‘

Board of Representative
Members of Policyholders

Board of Directors

1

Customer Service Headquarters ‘

Corporate Customer Service Dept.

Individual Customer Service Dept.

Nomination Committee of ——  Chief Actuary
Candidates for
Representative Members

Claims Dept.

Policy Administration Dept.

Secretariat for Nomination
Committee of Candidates for
Representative Members

Executive Committee

Operation & System Planning Dept.

LT LT L L1

|
|
Underwriting and Medical Dept. ‘
|
|
|

J

Claim Inspection Div. ‘

Human Resourse
Development
Headquarters

Equities Dept. ‘

Fixed Income Dept. ‘

I

Loans Dept. ‘

Council

J

Separate Accounts Management Div. ‘

Investment Assets Administrative Dept.

Financial and investment Planning Dept.

Real Estate Dept.

Accounting Dept.

Actuarial Dept.

Internal Auditing Dept.

[

Affiliated Business Dept.

Committee for Editing History of the Company ‘

I

Branch Offices ‘
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Corporate Information

Board of Directors and
Statutory Auditors
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Directory Head Office
2-2, Uchisaiwaicho 2-chome, Chiyoda-ku, Tokyo 100-0011, Japan
Phone: 81-3-3508-1101
Facsimile: 81-3-3591-6446

Fukoku Life International (U.K.) Ltd.

3rd Floor, Baltic Exchange, 38 St. Mary Axe, London, EC3A 8EX, U.K.
Phone: 44-20-7283-1331

Facsimile: 44-20-7626-7096

Fukoku Life International (America) Inc.

Times Square Tower, 7 Times Square, 35th Floor, New York, NY 10036, U.S.A.
Phone: 1-212-221-7760

Facsimile: 1-212-221-7794

Fukoku Mutual Life Insurance Company Singapore Representative Office
80 Robinson Road #16-04 Singapore 068898

Phone: 65-6220-8308

Facsimile: 65-6220-8736

Fukoku Life International (U.K.) Ltd. Fukoku Life International (America) Inc.
From left : D. Reynolds, J. Doran, J. Morita, From left : A. Chang, M. Xu, M. Jensen,
K. Sato and K. Ohkawa Y. Onodera and S. Nozaki

v .

Mutuz) Life Insurance Comg
Eingapess Repiaseniz.ve Office

Fukoku Mutual Life Insurance Company
Singapore Representative Office
From left: S. Narue and Y. Miki
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