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The Role of Local Public Finance

Prefectures and municipalities (cities, towns, and villages) play a major role in various administrative
areas, including school education, welfare and public health, police and fire services, and the
construction of such public works as roads and sewerage systems. This brochure will introduce the
state of local public finance, which is an assemblage of the finances of individual local governments,
with particular focus on the state of settlements for fiscal 2008 and efforts toward financial
soundness of the local public entities centered on the ordinary account.

Classification of the Accounting of Local Governments Applied
in the Settlement Account Statistics

Although the accounts of local governments are divided into general accounts and special accounts,
the account classification of each local government is not uniform. Therefore, we have adopted a
uniform method in the settlement account statistics by classifying accounts as an ordinary account,
which covers the general administrative sector, and other accounts (public business accounts). This
enables us to clarify the financial condition of local governments as a whole and to make a statistical
comparison among local governments.
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How large is local public finance compared with central government finance?

The ratio of local public finance to gross domestic expenditure is 11.5%, which is about three times
larger than the ratio of the central government.

@Gross Domestic Expenditure and Local Public Finance

Gross domestic expenditure
(nominal)
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¥494,198.7 hiliion
- Private sector
¥382,686.9 hillion
. (77.4%)
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In which fields are local expenditure ratios high?

Local expenditure ratios are higher in the areas that have a close relationship with our daily lives,
such as public health and sanitation, school education, police and fire services, and social
education.

@ Shares of National and Local Governments in Main Expenditures by Function (final expenditure base)

Ratio of expenditures by function @ N?_talﬁgal 41%
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Sanitati 7% %
@ School education expenses ¢ 79, 12%
Judicial, police and o
fire service expenses 4.3% 78% 220
Social education o o
() exponses, . 3.0% [ Commnty e oo, mssine . 75% 1| 25%
Land development Urban planning, roads and bridges,
oxpenses. 10.5% | publchousingreie, 70% 30%
@ Public welfare expenses 18 4%
(except pension expenses) 34%
4. Land preservation expenses  1.7% | Riversandcoast T 64% 36%
i\ Housing expenses,etc. 1.4% [ 61% | 39%
Commercial and industrial o o
expenses 6.0% @ Sl
@ Public debt payments 21.5% @ 59%
i — 1] 59%
ohery s, oxpenses  1.8% | 39% 61%
Pension expenses 4.8% 100%
(of public welfare expenses)
Defense expenses 3.2% 100%
General administration
@ expenses, assembly 8.3% 22%
expenses, etc.
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The State of Local Public Finance

Overall Condition of FY 2008 Settlement

Expenditures and revenues rise due to national
economic stimulus packages, etc.

Kl Expenditures
¥89,691.5 billion (¥543.9 billion [0.6%)] increase on previous year)

While personnel expenditure dropped by ¥651.1 billion and investment-related expenditure by
¥704.2 billion, economic stimulus packages by the national government (supplementary budget) and
increases in social security related expenditure such as public assistance (¥303.0 billion increase in
public assistance) allowed total expenditures to see an increase for the first time in nine years.

F1 Revenues
¥92,213.5 bhillion (¥1,032.1 billion [1.1%)] increase on previous year)

Local tax revenues decreased (decrease of ¥708.3 billion) for the first time in five years due to such
factors as drops in revenues from the two corporate taxes resulting from the worsening economy.
However, real local allocation tax revenues, which include bonds for extraordinary financial
measures, increased (increase of ¥411.0 billion) for the first time in five years. Moreover, total
revenues enjoyed an increase for the first time in nine years due to the ¥1,361.2 billion rise in national
treasury disbursements and other reasons resulting from national government economic stimulus
packages and other efforts.

El Flexibility of the Financial Structure

The financial structure remains rigid while the ordinary balance ratio maintained a high level.

96 (%)

(Shifts in the ordinary balance ratio)
94 3.4
92.8

92 915 914 914 7 =0
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FY1998 | FY1999 | FY2000 | FY2001 FY2002 | FY2003 | FY2004 | FY2005 | FY2006 & FY2007 | FY2008 fiscalyear)

I Trends in Outstanding Borrowing that Should be Shouldered
by the Ordinary Account

Amounts remained at a high level.

(Unit: trillion yen)

200 193 201 201 200 199 197 Outstanding public enterprises bonds s
28 28 (borne by the ordinary account)

28 27 27 26
163

34 34 34 - Outstanding borrowing from -
the special account for
the local allocation tax (local burden)

31 33 34
100 B
Outstanding local government bonds
50 p—
_0 5=

FY1998 FY2002 FY2004 FY2005 FY2006 FY2007 FY2008 Y end)

150 ¢ Ro8
18

Notes:
1. Outstanding public enterprises bonds (borne by the ordinary account) are estimates based on settlement account statistics.
2. Outstanding local government bonds exclude special fun public investment bonds.



Scale of Account Settlement

Local tax revenues decreased due to the worsening economy. However national treasury
disbursements and special local tax grants showed increases. Moreover, despite falls in
investment-related expenditures mostly for personnel and normal construction projects expenses
fell, increases in other areas such as reserves led to the first increase in revenues and expenditures
in nine years.

Scale of Account Settlement

(Unit: billon yen)

100,000 99.887.8

97,673.8
97,170.2
95 000 94.839.4
Total
93,442.2
92,936.5 revenues
¥92,213.5 billign
91,528.3
91,2479 i
90,697.3 I
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Revenue and Expenditure Settlement

The real single fiscal year balance produced a surplus for the first time in two years, while the real
single year balance experienced a deficit for the second year in a row.

Category
FY2008 FY2007 FY2008 FY2007

Real single FY  ¥182.8 pillion A¥13.7 billion 611 (1,315) 899 (1,586)

pingle FY ~¥78.4billion  A¥161.3 billion 843 (1,539) 1,024 (1,723)

Real balance ¥1,279.7 billion ¥1,359.7 billion 19 9 25  (26)
Notes:

—

. Real single FY balance: Calculated by adding reserves to the fiscal adjustment fund and advanced redemption of local loans to the single FY balance
and subtracting the used part of the fiscal adjustment fund.
Single FY balance: Calculated by subtracting the real balance of the previous fiscal year from the real balance of the fiscal year concerned.
Real balance: Calculated by subtracting the revenue resources that should be carried over to the next fiscal year from the income expenditure
balance.

2. The number of deficit organizations does not include partial administrative associations or wide-area local public bodies; the figures in parentheses

are the number of organizations including partial administrative associations and wide-area local public bodies.
3. The organizations with a deficit in the fiscal year 2007 include one municipality with a deficit resulting from a discontinued settlement.
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Revenues

Where do the funds for local government activities come from?

Revenue Breakdown

The revenue of local governments comes mainly from local taxes (about forty percent), local
allocation tax, national treasury disbursements, and local bonds, in that order.

@General Revenue Resources

Revenue resources for which the use is not specified, such as local taxes and the local allocation
tax, are called general revenue resources. Here, the total of local taxes, local transfer taxes, the
local allocation tax, special local grants, and so on is treated as general revenue resources. It is
extremely important for local governments to ensure sufficient general revenue resources in order

to handle various administrative needs properly.

Net total

¥92 ,2 l 3 (] 5 b i I I i on Other revenue resources

¥14,493.6 billion
(15.7%)

Local bonds
¥9,922.1 billion
(10.8%)

National treasury

disbursements Local allocation ta
¥11,615.3 billion ¥15,406.1 billion

General revenue resources
¥56,182.5 billion
(60.9%)

Local transfer tax
¥678.8 hillion

(12.6%) (16.7%) \
(0.7%)

e il ¥48,045.8 billion

Special local grants
¥539.1 billion
(0.6%)

e ¥50,213.5 billion

General revenue

resources
Other revenue resource: ¥28,589.1 hillion
¥7,724.0 billion (59.5%)
(16.1%)
Local bonds
¥5,981.7 bhillion

(12.4%)

Nati Local allocation tax"
ational treasury Local transfer tax

disbursements  _yg 119.5 billion fer
¥5,751.0 billion (16.9%) ¥162.3 billion
(12.0%) (0.3%)

Other general revenue resources Special local grants
¥2.3 billion ¥292.9 billion
(0.0%) (0.6%)

General revenue
resources

9,365.2 billion
(58.5%)

Other revenue resources
¥11,013.3 billion
(21.9%)

Local bonds
¥3,970.7 hillion
(7.9%)

National treasury Local allocation

eaaaneits ¥7,286.5 billion
¥5,864.3 billion “4.5%) (-I .0%)

(11.7%)

Local transfer tax

Special local grants
Other general revenue resources ¥246.2 billion

¥1,769.5 billion
’ 0.5%)
(3.6%) ( )

_ Collected as a national tax and transferred to local governments. Includes local road transfer tax, etc.

*k Special local grants

sk Local allocation tax

A revenue source with the character of a substitute for local taxes, including the special child allowance in response to the increased local
burden as a result of the expanded child allowance system in FY2006 and FY2007.

An intrinsic revenue source shared by local governments in order to adjust imbalances in tax revenue among local governments and to guarantee revenue sources so that local
governments in whatever region can provide a certain level of administrative services. Calculated as a certain ratio of five national taxes. (See pg.11, "4. Local Allocation Tax")

=k National treasury disbursements A general name for funds disbursed from the central government to local governments for specified uses.

sk Local bonds

Notes:

The debts of local governments for which fulfillment continues for more than one fiscal year.

1. The figures here are mainly for the ordinary account. (For the accounts of public enterprises, such as water supply and sewerage businesses,

transportation businesses, and hospitals, see Local Public Enterprises)

2. The figures for each item are rounded off under the given unit. Therefore, they do not necessarily add up exactly to the total.



Revenue Trends

Local taxes account for approximately 40% of total revenues, while national treasury
disbursements are on the rise after recovering from a downward trend.

Local transfer tax 1,1% (¥1.1 trillion)

Local allocation tax National treasury
17.1% (¥17.1 trillion) disbursements Local bonds Other revenue resources

FY 14.4% 14.1% 17.1%
1 997 CareEl EaETD s 54.4% (¥54.4 1ri||ion) (¥14.4 trillion) (¥14.1 trillion) (¥17.1 trillion)

Net Total ¥99.9 trillion

Local transfer tax 0.7% (¥0.6 trillion) /— Special local grants 0.9% (¥0.9 trillion)
Local allocation tax Nda_tignal treasutsry o
TR Local bonds ther revenue resources
20.1% (¥19.5 trillion) isbursemen
13.6% 13.7% 16.7%

2002 General revenue resources 56.0% (¥54.5 triIIion) (¥13.2 trillion) (¥13.3 trillion) (¥16.3 trillion)

Net Total ¥97.2 trillion

Local transfer tax 1,2% (¥1.2 trillion) /— Special local grants 1.2% (¥1.1 trillion)

Local allocation tax National treasury
18.2% (¥17.0 trillion) disbursements Local bonds Other revenue resources

FY ]3.3_%3 13.2% 17.0.%?
2004 General revenue resources 56.5% (¥52.8 trillion) 1% trier)  (¥124 tillon) (¥15.7 trillion)

Net Total ¥93.4 trillion

Local transfer tax 2.0% (¥1.8 trillion) /— Special local grants 1.6% (¥1.5 trillion)

_ 8.2% 170 o Ng.“gnal treas;lry e Ilbond Other revenue resources
18.2% (¥17.0 trillion)  @'SPursements  Local bonds
FY ° 12.8% 11.2% 16.7%

2005  General revenue resources 59.3% [¥55.1 trillion)  ¥''-9 ¥on) (104 tilion)  [¥15.3 tition)

Net Total ¥92.9 trillion

Local transfer tax 4.1% (¥3.7 trillion) /— Special local grants 0.9% (¥0.8 trillion)

_ Local allocation tax N:_tignal treasu:sry I .
.5% (¥16.0 trilli Isbursement ocal bonds er revenue resources
FY 17.5% (¥ rillion) 10.5% T0.5% il
2006 General revenue resources 62.3% (¥57.0 trillion) !0 trtior) (¥9:6tilion) - (1144 tilion]
Net Total ¥91.5 trillion
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Local transfer tax 0.8% (¥0.7 trillion) /— Special local grants 0.3% (¥0.3 trillion)
Local allocation tax National treasury

7 disbursements Local bonds Other revenue resources
16. 15.2 trill
67% tas2uilion] 4y 3 10.5% 16.2%

2007  General revenue resources 62.0% (¥56.5 trillion) 103 tiien) (9.6 tilion) - (¥14.8 trilion)

Net Total ¥91.2 trillion

Local transfer tax 0.7% (¥0.7 trillion) /— Special local grants 0.6% (¥0.5 trillion)

Local allocation tax  National treasury
16.7% [¥15.4 trillion) disbursements = Local bonds Other revenue resources

FY 12.7% 10.8% 15.6%
2008 General revenue resources 60.9% (¥56.2 trillion) ™'/ rilion)  (¥9.9 trillon) - (¥14.4 trillion)

Net Total ¥92.2 trillion

Note: “National treasury disbursements” includes “special grants to countermeasures for traffic safety”
and “grants to cities, towns and villages where national institutions are located.”
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3 Local Taxes

Local taxes consist of prefectural taxes and municipal taxes. (In the case of the special wards of
Tokyo, the Tokyo Metropolitan Government collects some municipal taxes.)

@Composition of Revenue from Prefectural Taxes (FY2008 settlement)

Total RAWA 1 XX

Other taxes On interests
¥121.4 billion l ¥197.7 billion
(0.7%) (1.1%) .
Prefectural residents tax
Prefectural /. N ¥6,238.7 bhillion
tobacco tax ¥4,977.4 billion (34.8%)
¥263.2 billion (27.8%)

¥918.8 billion ¥1,063.5 billion
5.1%) (5.9%)
¥216.7 hillion

(1.2%)

@ Composition of Revenue from Municipal Taxes (FY2008 settiement)

Automobile
acquisition tax
¥366.3 hillion

(2.0%)

Real property
acquisition tax
¥445.3 hillion

(2.5%)

N

Enterprise tax
¥5,419.4 billion
(30.2%)

Individual

1011 ¥21,630.5 bhillion

Other taxes
¥523.9 billion
(2.5%)

o

Municipal residents tax

¥10,196.9 bhillion

*The municipal tax revenue figure includes municipal taxes collected by Metropolitan Tokyo.

Municipal tobacco tax
¥808.4 billion
(3.7%)




Prefectural tax revenues dropped on the previous fiscal year due to decreases in the two corporate
taxes (corporate inhabitant tax and corporate enterprise tax) as a result of the worsening economy.
In regards to municipal tax revenues, while revenues from municipal corporate taxes experienced a
decline, rises in revenues from individual municipal taxes and fixed assets taxes led to an overall
increase in tax revenues on the previous fiscal year.

@Trends in Prefectural Tax Revenues

(Unit:

trillion yen)
20
18,664.2 ¥17,928.0 billion

18 0.6 e Other taxes

55 U 0.7% i i A tzzzzaz

16,324.3 - RO e
16 152269~ 08
14,947.8 14.487.0 .- ;.,—.‘-“' 6.4 -

14 1.6 _\.m 08 . z e

— | 89
Real property acquisition tax

N
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<D D
X 6.0 258 || B 3%) Individual =1zl
.7 .
24.4%) (34.8%) ]
18.8 . 156 | 2359 150 | 2359 166 (228 g
[V = JEE
FY1997 FY2002 FY2004 FY2005 FY2006 FY2007 FY2008 | (Fiscal yean)

*Figures in parentheses are the component ratios of the business tax and prefectural residents tax.

@Trends in Municipal Tax Revenues

(Unit:

illi ) T
m‘;nZyeﬂ 77 21,602.6 ¥21,630.5 hillion
42 21,2077
2.5 19.575.0 19.577.5 20,1819 .- 24 U0 2.5%  Ohertaxes .
20 63 VT 19,051.8 —Faa Tl 5-7%  City planning tax
38 26 g i Ll .. SR, Municipal tobacco tax - ----
6.5 :

18 67— L83 i

N\
T

6#‘ l
(47.1%)
(45.8%) (47.7%)
4 8
e B (39.7%) 40.3%) (41.7%) lasgul
_2 B
_0 5 =

FY1997 FY2002 FY2004 FY2005 FY2006 FY2007 FY2008 (Fiscal year)

*Figures in parentheses are the component ratio of the municipal residents tax.
*The municipal tax revenue figure includes municipal taxes collected by Metropolitan Tokyo.
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In order for local governments to provide administrative services in response to local needs with
responsibility and at their own discretion, it is necessary to build a local tax system in which the
uneven distribution of tax sources is limited and the stability of tax revenue is ensured.

@Index of Per Capita Revenue in Local Tax Revenue with national average as 100)

FY2008

settle amount

Hokkaido
Aomori
Iwate
Miyagi
Akita
Yamagata
Fukushima
Ibaraki
Tochigi
Gunma
Saitama
Chiba
Tokyo
Kanagawa
Niigata
Toyama
Ishikawa
Fukui
Yamanashi
Nagano
Gifu
Shizuoka
Aichi

Mie

Shiga
Kyoto
Osaka
Hyogo
Nara
Wakayama
Tottori
Shimane
Okayama
Hiroshima
Yamaguchi
Tokushima
Kagawa
Ehime
Kochi
Fukuoka
Saga
Nagasaki
Kumamoto
Oita
Miyazaki
Kagoshima
Okinawa

National Average

Notes:

Local taxes total

¥38.9 trillion

77.6
66.3
68.7

86.1
65.4
72.1
82.4
94.0
99.4
91.5
89.1
92.7
176.4
107.9
83.8
91.2
95.3
97.9
94.1
86.4
89.5
106.6
126.4
99.2
97.6
97.6
106.5
93.8
73.6

76.7
70.6
711

89.9
97.1
87.4

79.3

86.1
76.1
65.6

85.4
74.4

64.7
68.4
76.2
66.3
65.1
58.4
100.0

50 100

Individual resident’s tax

74.9
60.1
63.4

80.4
59.8
66.2

69.6
89.2
89.8
85.2

110.0
114.1
165.9
1343
75.1
89.7
88.7
86.5
84.4
83.3
90.0
102.2
120.0
93.5
95.4
96.0
97.0
100.8
96.6

713

67.2

68.8

82.7

94.3

81.5

729

82.4
70.0
66.3

83.0
65.6
65.3
65.8
69.1
61.4
61.8

54.4
100.0

50 100

54.0
47.9
50.9
773
48.4
55.0
74.4
91.0
93.3
777
61.4
65.5
265.6
84.4
7.6
75.1
87.4
94.5
102.6
68.3
721
104.6
154.4
94.2
102.6
103.1
120.0
74.8
40.1
69.4
53.7
59.6
85.3
96.2
83.1
66.9
84.1
71.0
42.1
75.6
69.9
46.3
52.0
59.1
50.6
45.1
453
100.0

Two corporate taxes

¥8.4 trillion

Local consumption tax
(post settlement)

105.9
98.0
93.8
99.0
94.1
94.5
94.6
91.7
98.6
97.0
81.2
86.5
140.6
92.1
97.4
97.8
99.8
98.3
100.4
103.1
94.9
102.7
106.9
95.0
83.2
104.0
106.7
91.6
76.1
84.5
96.9
92.0
93.9
98.4
91.7
91.1
102.9
89.7
94.5
97.9
90.4
91.1
93.8
99.2
89.9
88.6
76.0
100.0

150 2000 50 100 150 200 250 3000 25 50 75 100 125150

1. The local tax revenue total amounts do not include excess taxation, non-statutory ordinary taxes, or non-statutory special purpose taxes.
2. The revenue of the individual resident's tax is the total of the prefectural individual resident's tax (taxation on per capita basis and taxation on income basis) and the

municipal individual resident's tax (taxation on per capita basis and taxation on income basis) and excludes excess taxation.

3. The revenue of the two corporate taxes is the total of the corporate prefectural resident's tax, the corporate municipal resident's tax, and the corporate business

tax,and excludes excess taxation.

4. Calculations are made from the basic residents' register population as of March 31, 2009.



Local Allocation Tax

From the perspective of local autonomy, it would be the ideal for each local government to ensure
the revenue sources necessary for administrative activities through local tax revenue collected from
their residents. However, there are regional imbalances in tax revenue, and many local governments
are unable to acquire necessary tax revenue. Therefore, the central government collects financial
resources that should fundamentally be attributable to local tax revenue through national taxation
and reallocates them as the local allocation tax to local governments where financial resources are
insufficient.

Kl Determining the total amount of local allocation tax

The total amount of the local allocation tax is determined on the basis of certain ratios for national
taxes (32% for income tax and liquor tax, 34% for corporate tax, 29.5% for consumption tax, and
25% for tobacco tax) as well as estimates of standard revenue and expenditure of local public
finance as a whole.
The total amount of local allocation tax in fiscal 2008 was ¥15,406.1 billion, up 1.3% from the
previous fiscal year.

B3 How regular local allocation taxes are calculated for each local government

The regular local allocation tax for each local government is calculated using the following
structure:

Standard _ Standard _ Regular
financial requirements financial revenues — allocation tax amount

Standard
financial requirements
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Standard financial revenues

Unit cost

X

Measured unit
(national census population, etc.)

X Standard local tax revenue

Adjusted coefficient o

(adjustments for differences, etc.) Inclusion rate (75%)

+

Local transfer tax, etc.

Notes:

1. Standard financial requirements are calculated as the financial requirements of each local government based on rational and appropriate standards. It is required to
include the local share of the national treasury projects, such as compulsory education, livelihood protection, and public works. From FY 2001 to FY 2010, part of
the standard financial requirements is being transferred to special deficit-financing local bonds (extraordinary financial countermeasures bonds) as an exception to
Article 5 of the Local Finance Law.

2. Normal local tax revenue does not include “non-statutory ordinary taxes” or “non-statutory special purpose taxes” imposed independently by the local government,
or “excess tax” that exceeds the standard tax rate stipulated in the Local Tax Law.

"



K] Function of the local allocation tax

The function of the local allocation tax is to adjust imbalances in revenue among local governments
in order to guarantee revenue so that local governments can provide standard administrative
services and basic social infrastructure to their residents in whatever region.

Accordingly, as a result of the revenue adjustment mechanism through the local allocation tax, few
differences in such factors as size of population have been found in the ratio of general revenue
resources to total revenue.

@Ratio of General Revenue Resources to Total Revenue for Municipalities

)

atio of general revenue
sources to total revenue
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Midsize citiesj Small citieszown or ViIIag? Town or Village

(population of more than 10,000) (population of less than 10,000)

Notes:
A “midsize city” refers to a city with a population of more than 100,000 persons among cities excluding Government ordinance-designed major cities, core cities, and
special cities, and a “small city” refers to a city with a population of less than 100,000.
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Expenditures
What are taxes spent on?
I Expenses by Function

When expenses are classified by function, we see that a lot of revenue is expended for such items
as public welfare expenses, education expenses, and civil engineering work expenses. In
prefectures it is mainly expended for education expenses, debt servicing, and civil engineering work
expenses, in that order. In municipalities it is primarily expended for public welfare expenses, civil
engineering work expenses, and debt servicing, in that order.

@ Composition of Expenditure by Function (FY2008 settlement)

Net total Prefectures Municipalities
¥89,691.5 billion il ¥47,349.0 billion il ¥48,388.4 billion
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@Breakdown of Public Welfare Expenses by Purpose

Municipalities

Net total Prefectures
¥17,821.1 bhillion ¥5,496.0 hillion ¥13,934.7 bhillion

Child welfare

@Breakdown of Educational Expenses by Purpose

Net total Prefectures Municipalities
¥16,146.7 bhillion ¥11,057.7 billion
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¥12,871.2 billion
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@Trends in the Breakdown of Expenditures by Function (ordinary account net total)

Unit: Ratio with FY1992 set at 100.

In recent years, welfare expenses, public debt payments and so on have been increasing, while there has
been a decline in such items as agriculture, forestry, and fishery expenses and civil engineering work

0 50 [gﬂ

expenses.

General administrative
exp!

enses
Welfare expenses «
.
FY Of which are for social welfare o
lI 992 Of which are for welfare for the elderly «
.
Of which are for child welfare (

Sanitation expenses

.
Of which are for cleaning expenses «
Agriculture, forestry and fishery P
expenses >
Commerce and industry .
expenses .

i engnerng epares [
:
Eaucation expenses [

Public debt payments

Total expenditures

Generaladm e I 86
expenses 86
Welfare expenses
FY Of which are for social welfare
lI 997 Of which are for welfare for the elderly

Of which are for child welfare

10,108.7
9,935.3
2,792.2
2,672.8
2,956.1
5,614.3
2,339.8
5,676.2
4,445.4

21,633.2

18,406.0
7,115.0

89,559.7

128
125

119

sanitaton expenses ] 20

Of which are for cleaning expenses
Agriculture, forestry and fishery
expenses

Commerce and industry
expenses

il engneering expenses [ 9.9

120
114
121

Education expenses [ 02
.

Public debt payments

=
Totalexpencitures [ | (09

Gorrt st N 5
Welfare expenses
FY Of which are for social welfare
2002 Of which are for welfare for the elderly

Of which are for child welfare

Sanitton expenses [N S

Of which are for cleaning expenses
Agriculture, forestry and fishery 9 'I
expenses

Commerce and industry
expenses

Gt ennesing ceres I 5
Edcaton experces (9 6

Public debt payments

Total expenditres | |

.

.

.

.

General administrative Q. °
oxpences I 8 8 ¢

Welfare expenses .

FY Of which are for social welfare B
S

2008 Of which are for welfare for the elderly M
Of which are for child welfare 3

.

Senaton expenses [N 06

Of which are for cleaning expenses 90 5

Agriculture, forestry and fisher .
9 " expense“s/ 58 3,286.7 .
Commerce and industry =
expenses L

il engneeing operces M50, 12,871.2 :
Educaton experses (I8 S -

.

.

Public debt payments

.~
Total expencitures [ | (0.0
“
¢

S

121
112

6
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142
147

184

8,919.6

179 17,821.1
171 a4,762.5

180 4,811.1
179 5,304.3

5,390.2

2,115.1

120 5,327.7
16,146.7 13,159.2
1185
89,691.5
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What are expenses used for?
Expenses by Type

Classified by type, expenses can be divided into "obligatory expenses" (personnel expenses, social
assistance expenses and public debt payments), which are mandatory and difficult to cut down at the
discretion of individual local governments; "investment expenses," including ordinary construction
expenses, etc.; and "other expenses."

@Composition of Expenditures by Type (FY2008 settlement)

130 Y¥89,691.5 billion

Obligatory expenses
¥46,222.0 billion

(51.5%)
TG Personnel expenses
¥30,291.6 billion ¥24'(62°75;%A')’""°"
(33.8%) .

Unsubsidized ordina
construction expel
¥6,441.9 billi

Ordinary construction expenses
¥12,987.9 billion

Public debt payme
¥13,133.2 hillion

(14.5%) (14.6%)
Investment expenses
¥13,177.9 billion Subsidized ordinary construction
expenses
(14.7%) ¥5,366.0 billion
(6.0%)

¥47,349.0 billion R k%R ¥48,388.4 billion

Obligatory expenses Obligatory expenses
¥22,329.1 bhillion ¥23,971.8 hillion
(47.2%) (49.5%)

Personnel expenses

¥9,875.5 billion
Other expenses Personnel expenses Other expenses (20.4%)

¥17,817.6 billion A2 lLET ¥17,862.4 billion
(37.6%) (31.1%) (37.0%)

ary ial assistance expenses
billion
(1.8%)

Public debt payments

Unsubsidized or
construction ex

Ordinary constructi ¥6'729-5°b""°" Ordinary construc ¥6,482.5 billion
expenses (14.2%) expenses (13.4%)
¥7,074.7 billion ¥6,470.3 billion
(14.9%) (13.4%)
Investment expenses ” . - et Investment expénses I L et
- ubsidized ordinary construction expenses - ubsidized ordinary construction expenses
¥7,202.3 billion ¥3,166.4 billion ¥6,554.2 billion ¥2,358.0 billion
(15.2%) (6.7%) (13.5%) (4.9%)



@Trends in Personnel Expenses

(Unit: billion yen)

28,000

27,0475 96,8775 26,8383

27,000 26,394.2
25,932.3
26,000 25,613.3

252643 51353 25256.3

25,000
J 2 Prefectures

- 158955 157915 15,797.8 15.629.6

, T 15,3443

192176 150086 150113 15,0869

. 14,729.7
=

12,000

11,1519 11,086.0 11,040.5

11,000
) 10,395.7
10,2557 1091240 10,169.4

9,875.5

10,000

9,000

—

FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2008 | (Fiscal year)

@Breakdown of Personnel Expenses by Item

Municipalities
¥9,875.5 billion

Net total Prefectures
¥24,605.2 billion ¥14,729.7 billion

(%)

100
__8 g Basic salaries 43.9%
¥11,372.0 billion ") -7/
46.2% sl
Other all
p o o 283%
24.9% 26.0%
Subsidies for local government employee 11.9%
20 mutual-aid associations, etc. o i ||
¥3,212.5bition  13.1% 13.8%
Retirement allowances 12.9%
¥2,737.7 biion  11.1% 9.9% -
0 other ¥1,147.9bilion 4.6% 2.5% S 7.9% B
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@Trends in the Breakdown of Expenditures by Type (ordinary account net total)
Unit: Ratio with FY1992 set at 100.

In recent years, social assistance expenses, public debt payments and so on have been
increasing, while there has been a decline in such items as ordinary construction expenses.

0 50 Igﬂ 150 200
5 Unit: ¥billi
Obligatory expenses 2 35,908.7 (Unit: ¥billion)
FY Personnel expenses § 24,119.4
1992 4,706.5
Public debt payments E 7,082.8
Ordi tructi
onas ol I 25,563.4
Subsidzed odinary constuction expenses  10,243.6
Unsubsidized ordinary construction expenses 2 17,064.5
Reserves E 3,610.9
Total expencitures [ G ¢9.559.7
Obligatory expenses E ] 2 ]
FY Personnel expenses s 11 2
- 1997 Sodalassstanceepenses 131
= Public debt payments : 145
= . . —
Ord| truct .
E oy oot N/
o)l
2 Subsidzed ordinary constructionexpenses 108
E Unsubsidized ordinary construction expenses 9 1] N
E Reserves 43 3
S Total expenditures [ G 09
= M
© :
@ o
L) .
g Obligatory expenses 8 129
= P |
£ v ersonnel expenses 109 ‘
2002 ‘Socielassistanceexpenses 143
Public debt payments 0 1184
Ordinary construction iy 5
Y penses M5 :
Subsidized ordinary construction expenses
Unsubsicized ordinary constructon expenses 5 9 E
Reserves 38 E

Total expenditures [ 0

129 46,222.0

v Personnel expenses ]02 24,605.2

2008 [Sosial assistance xpenses |80 8,483.6
Public debt payments ] 85

o corgtcy L' 12.987.9 131332
[ 57 5,366.0
e e 38 6,441.9

Reserves 79 2,841.2

Tota expenditres [ 00, 89,691.5

Obligatory expenses

*Social assistance expenses: Expenses which include child welfare expenses, livelihood protection
expenses, etc., aimed at assisting the needy, children, the elderly, mentally
and physically disabled, etc., as a part of the social security system.

*Ordinary construction expenses: Expenses necessary for the construction of social capital, such as roads,
bridges, parks, schools, etc.
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Flexibility of the Financial Structure
How can local finance respond to the demands of local governments?

In addition to revenue sources allocated for obligatory expenses that are needed each year, local
governments must also secure revenue sources for measures to respond properly to changes in the
social economy and administrative needs in order to accurately meet the needs of residents. The
extent to which these revenue resources can be secured is called the “flexibility of the financial
structure.”

Ordinary Balance Ratio

The national average of the ordinary balance ratio (the ratio of ordinary revenues allocated to
expenses recurring every fiscal year to the total of ordinary revenues recurring every fiscal year,
centered on local taxes and the local allocation tax, as well as the special portion of tax reduction
supplementary bonds and extraordinary financial countermeasures bonds) decreased by 0.6
percentage points from the previous fiscal year, falling to 92.8%. While this is a slight drop on the

previous fiscal year, the ratio continues to maintain a high level.
%)
100

—— Shifts in the ordinary balance ratio
93.5 6
gﬂ
_,_;—O
90.2 90 3
O~o____—-o .4

80/ 839 | g36 | 846
FY1999 = FY2000 | FY2001 = FY2002 & FY2003 = FY2004 & FY2005 | FY2006 & FY2007 | Fy2008  (Fiscalyean
(%)
100 - Breakdown of the ordinary balance ratio (nationwide)
91.5 91.4 91.4
90.3 9.0

93.4 99238

87.5 | gga |87.5
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80 - - - —H —H 4 1 4 1 =
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50 oL || i | |l |l | | | -
Personnel
expenses

40 1 || i .l |l | | | | - - (%) -

3001 || i || |l |l | | | -

2001 i || ||| |l | |l | | -

Public dg[bt
ayments
i
10 0L i i | |l |l | | | -
0 || -l | ]| || || | | ) )

FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2008 (Fiscal year)

Note: Tax-reduction supplementary bonds and extraordinary financial countermeasures bonds were added from fiscal 2001.
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Real Debt Service Ratio and Debt Service Payment Ratio Used for Permission to Issue Local Bonds

It is necessary to keep a close watch on trends in public debt payments at all times, since public
debt payments, payments of the principal and the interest on the debts of local governments, are
expenses especially lacking flexibility.

The real debt service ratio and debt service payment ratio are indices used to determine the extent
of the public debt payment burden.

@State of the Real Debt Service Ratio

For information on the state of the real debt service ratio, please refer to the “State of the Ratio for
Determining Soundness and Ratio of Fund Shortages” (on page 29).

**Real debt service ratio:

The real debt service ratio indicates the ratio of the principal and interest repayments on local bonds
(excluding advanced redemption, etc.) and the real debt service amount—which includes items
corresponding to debt service expenses, such as disbursements to public enterprise bonds—
minus the amount calculated for standard financial demand in the calculation of local allocation tax
from that portion of general revenue resources that is allotted for the aforementioned purpose to the
total of the standard financial scale (excluding public bonds calculated into the amount of standard
financial demand in the calculation of local allocation tax, etc.). It is used to determine organizations
that require consultations or permission to issue bonds. If the ratio is over 18%, the organization
needs permission to issue bonds; if it is over 25%, the issue of certain kinds of local bonds is
restricted; and if it is over 35%, the restrictions are tightened even more. It is also considered as a
Ratio for Determining Soundness in “Law Relating to the Financial Soundness of Local
Governments.” The early financial soundness criterion and the financial rebuilding criterion account
for 25% and 35%, respectively.

@Trends in the Debt Service Payment Ratio Used for Permission to Issue Local Bonds

(%)

Municipalities

FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2008 | (Fiscal yean

*Debt service payment ratio used for permission to issue local bonds:
The debt service payment ratio indicates the ratio of general revenue resources allocated for public
debt service (general financial resources allocated for public service, including the principal and
interest repayments on local bonds) to the total amount of general revenue resources. This index is
used to determine the flexibility of the financial structure by assessing the level that public debt
payments restrict the freedom of use of general revenues.



Outstanding Local Government Borrowing
What is the state of debts in local public finance?

| Trends in Qutstanding Local Government Borrowing

Outstanding local government borrowing, the debts of local governments, amounted to
approximately ¥137 trillion at the end of fiscal 2008. This figure has been increasing in recent years
because of such factors as the need to supplement tax revenue as a result of tax cuts and the issue
of extraordinary financial countermeasures bonds. The figure is 1.49 times larger than total revenue
and about 2.44 times larger than the total sum of general revenue resources, such as local taxes
and local allocation tax.

(Unit:
trillion yen)

140

Economic stimulus
- measures

xtraordinary financial
countermeasures
bonds

Tax revenue
upplementary bonds
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Other local bonds
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FY2005 T FY2006 T
Notes:

1. Outstanding local government borrowing excludes special fund public investment bonds.
2. Figures for “economic stimulus measures” are estimates.
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Outstanding Borrowing of Local Finance

Also, the outstanding borrowing of local public finance—which includes the local burden of
borrowing from the special account for the local allocation tax and transfer tax grants, which are
used to address local financial resource shortages, as well as the redemption of public enterprise
bonds borne by the ordinary account—remains at a high level, amounting to approximately ¥197

trillion at the end of fiscal 2008.

@Trends in Outstanding Borrowing that Should be Shouldered by the Ordinary
Account and the Ratio of Outstanding Borrowing to Gross Domestic Product

Ratio of outstanding borrowing that should
the ordinary account to (nominal) GDP

be shouldered by

(Unit:
trillion yen)

220

201,487.4 201,416.7 200,154.5

198,553.3

¥197,011.0 billion

193,068.5 / 7

'!

—

149,893.1 28,053.9

27,750.9

27,479.5

|
||

—

26,7755  ¥26,028.0

billion

|

FY1997 T FY2002 T FY2004 T FY2005 T FY2006 T

Notes:

FY2007 T FY2008

1. Outstanding local government borrowing excludes special fund public investment bonds.
2. Outstanding public enterprise bonds (borne by the ordinary account) are estimates based on settlement account statistics.

utstanding borrowing
rom special account
orlocal allocation tax
d transfer tax grants
(local burden)

Outstanding public

enterprise bonds
(borne by the ordinary account)

Outstanding
local government bonds

(End of FY)



Local Public Enterprises
What is the state of local public enterprises?

Ratio of Local Public Enterprises

Local public enterprises play a major role in improving the standard of living of residents.

Current water-supply| | Sewage disposal | |No. of passengers No. of passengers .
population population ayear ayear No. of hospital beds

of 107.74 million persons of 22,976 million persons of 4,538 million persons of 1,609,000 beds

of 125.43 milion persons
224,000 beds
(13.9%)

98.15 million persons [ 3,035 million persons 1,050 million persons
(91.1%) (13.2%) (23.1%)

124.63 million persons
(99.4%)

(%)

Transport business | Transport business Hospitals
(railways) (buses)

Sewerage business

Water-supply business
(including small-scale
water supply business)

Notes:

1. The graph shows the ratio of local public enterprises when the total number of business entities nationwide is taken as 100.

2. Figures for the total number of enterprises nationwide are compiled from statistical materials of related organizations; figures for local
public enterprises are compiled from figures for the total number of enterprises and settlements for the same fiscal year.
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2 Number of Businesses Operated by Local Public Enterprises

The number of businesses is 9,096. By type of business, sewerage accounts for the largest ratio,
followed in order by water supply, hospitals, care services, and housing development projects.

WM 9,096

business
848
(9.3%

3 Scale of Financial Settlement

The total financial settlement scale is ¥20,314.8 billion. By type of business, sewerage accounts for
the largest ratio, followed in order by hospitals, water supply, and residential development.

Care services
618

Water-supply
business
2,243

(24.7%) (End of FY2008)
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Management Conditions

Local public enterprises had a surplus of ¥187.9 billion. By type of business, while water supply,
electricity, and sewerage showed a surplus, hospitals are continuing to register a deficit.

@Trends in Management Conditions of Local Public Enterprises

(Unit: billion yen)
500

468.6
//\\

300 259.0 276.7
oo ‘OM\W&:;/ \ 187.9
&
— ~O o
100 -~
7.8 7.9,*
0 Quwawrw== ("
FY1997 FY2002 FY2004 FY2005 FY2006 FY2007 FY2008 (Fiscal year)
(Unit: billion yen)
700 Total surplus 681.2
-
600 — 3
»
=
Y
)
Total surplus 510.2 Others 272.2 pet
=
200 Total surplus 469.0 ] i = S
Total surplus 451.1 8
Total surplus 428.3 ;
Others 151.2 Others 21.5 g_
400 Others 115.5 I ) || g
e
=
-9
=
Total surplus 301.3 8
300 =ectriclly 7.9

Others 36.5
Total surplus 239.2

!_ | I
Others 213.6

2200 | ——
Total deficit ££210.0 Others A17.5 Total deficit 2212.6

[Transport 19.7
Total deficit £5233.5 Total deficit 22235.1 .

r- Total deficit £5263.2

A300 Total deficit ££293.4

Total deficit 2231.4
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Promotion of the Soundness of Local Public Finance

Law relating to the Financial Soundness of Local Governments, etc.

Amid severe financial conditions caused by such factors as the redemption of local bonds and the
advance of aging, local governments are required to conduct autonomous financial management
that takes into account the needs of local residents. Furthermore, it is extremely important to
establish the financial discipline of local governments in order to promote local power from now on.
The conventional system for the reconstruction of local government finances only used flow indexes
for the real deficit, such as the general account, and various problems were pointed out, such as the
fact that this was a mechanism for reconstruction through application.

Therefore, the present system of local government financial reconstruction was drastically revised
for the first time in about 50 years, and in June 2007 the Law Relating to the Financial Soundness of
Local Governments (2007, Law No. 94) has been enacted as a new system to thoroughly establish
and disclose financial indexes and to strive for the early soundness and rebuilding of financial
affairs. Financial indexes have been in force since April 2008 and regulations concerning the duty to
formulate financial soundness plans, etc., have come into force since April 2009.

Comparison of New Law and Previous Reconstruction Law

Sound stage Early financial soundness Financial rebuilding
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Establishment of indexesand
thorough information disclosure
- Flow indexes: Real deficit

ratio, consolidated real deficit
ratio, real debt service ratio

- Stock indexes: Future
burden ratio = indexes by

Financial soundness through
independent improvement efforts

+ Formulation of financial plan
(approval by council),
obligatory request for external
auditing

- Report of progress of
implementation to assembly

Definite rebuilding through
involvement of
the central government, etc.
+ Formulation of financial
rebuilding plan (approval by
council), obligatory request
for external auditing
+ The financial rebuilding plan
can seek consultations and
agreement from the minister

S real liabilities, including and public announcement of internal affairs and

] public enterprises, every fiscal year communications
| third-sector enterprises, etc. (No agreement)

« If the early achievement of - Restrictions on the issue of local

; —Reported to assembly and financial soundness is bonds, excluding disaster

(<] . . L rehabilitation projects, etc.
= pub_l|0|t)_/ annou_nced with d_eemed to be_s?nklngly (Agreement)

auditor inspection attached difficult, the minister of - Possible to issue local bonds
internal affairs and (rebuilding transfer special bonds)

communications or the whose redemption deadline
comes within the plan period in
prefectural governor makes order to transfer the balance

necessary recommendations. shortfall.

« If financial management is
deemed not to conform with
the plan, etc., budget changes,
etc. are recommended

Soundness of public enterprise management

Sound Financial
finance deterioration

<Problems of the previous Reconstruction Law>

-Disclosure of easy-to-understand financial
information, etc. is inadequate.

*There are only standards for reconstruction
organizations and no early corrective
functions.

*There are only balance indexes centered on
the ordinary account, and even if problems
relating to the financial condition of stock
(liabilities, etc.) are cited, they are not taken
up.

*There are no early corrective functions for
public enterprises, etc.

*Prefectures with a deficit ratio of 5% or more and
municipalities with a deficit ratio of 20% or more cannot
issue local construction bonds unless they un undertake
financial reconstruction in accordance with the law.

Corresponding reconstruction system

for public enterprises as well
(Local Public Enterprise Law)

Previous Reconstruction Law



@Subject of Ratio for Determining Soundness

Law Relating to the Financial Soundness of Local Governments

Previous
Reconstruction
Law

deficit ratio
ratio
i

Consolidated
real deficit
ratio

agueul4 J1jqnd 2207 Jo ajels Ayl

Financial
shortfall
ratio

*Calculated for each
public enterprise
account.

*Calculated for each
public enterprise
account.

Partial administrative associations,
wide-area local public bodies

Local public corporations,
third-sector enterprises, etc.
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@Outline of Ratio for Determining Soundness

Real deficit of general account, etc.

Real deficit ratio =
Standard financial scale

+ Real deficit of general account, etc.: Amount of real deficit in account corresponding to ordinary account among general account and special accounts
+ Amount of real deficit = amount of advanced appropriation + (amount of deferred payment + amount of business balance carried forward)

Consolidated real deficit
Consolidated real deficit ratio =

Standard financial scale

+ Consolidated real deficit: If the total amount of A and B exceeds the total amount of C and D, such exceeding amount
A. Among general account and special accounts excluding public enterprises (enterprises regulated and enterprises not regulated by the Local Public
Enterprise Law), the total amount of real deficit of accounts subject to real deficit
B. Among special accounts of public enterprises, the total amount of deficit of funds of accounts subject to deficit of funds
C. Amolng general account and special accounts excluding public enterprises, the total amount of real balance surplus of accounts subject to real balance
surplus
D. Among special accounts of public enterprises, the total amount of surplus of funds of accounts subject to surplus of funds

(Redemption of principal and interest of local bonds + quasi-redemption of principal and interest) —
i g (special revenue sources + amount included in standard financial requirements pertaining
Re(gl 3(:218::2:):9:;“0 — to redemption of principal and interest and quasi - redemption of principal and interest)

(amount included in standard financial requirements pertaining to redengtion

Standard financial scale — of principal and interest and quasi-redemption of principal and interest

Quasi-redemption of principal and interest: Total amount of A to E

A. Amount corresponding to annual redemption of principal in a case of principal equal amortization where the redemption period is 30 years regarding
bullet local bonds

B. Among the transfers from the general account, etc. to special accounts other than the general account, etc., the amount acknowledged to be
appropriated for revenue resources for the redemption of public enterprise bonds

C. Among the burdens and subsidies to associations/local development corporations (“associations, etc.”), the amount acknowledged to be appropriated
for revenue resources for the redemption of local bonds issued by the associations, etc.

D. Expenditure based on liabilities that can be treated similarly to debt service among the expenditures based on debt burden
E. Interest of temporary loan

Future burden amount - (amount of appropriable funds + estimated amount of special revenue sources +

. mount ted to be included in standard financial requirementspertaining to outstanding local government bonds, etc.
2 R = amount expected to be included in standard financial requirementspertaining to outstanding local government bonds, etc.)

i annt __ (amountincluded in standard financial requirements pertaining to redemption
Standard financial scale of principal and interest and quasi-redemption of principal and interesty
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Future burden amount: Total amount of A to H

A. Outstanding local government bonds as of end of fiscal year previous to relevant fiscal year of general account, etc.

B. Expected amount of expenditure based on debt burden (those pertaining to the expenses of each item under Article 5 of the Local Finance Law)

C. Estimated amount of transfer from the general account, etc. to be appropriated to the redemption of principal of local bonds of accounts other than
the general account, etc.

D. Estimated amount of burden, etc. of the local government concerned to be appropriated for the redemption of principal of local bonds of the
associations, etc. of which the local government concerned is a member

E. Among the expected amount of retirement allowance to be paid (amount of allowance that will be paid to all employees at the term end), the estimated
amount of burden of the general account, etc.

F. Among the amount of debts of certain corporations established by the local government and among the amount of debt burden in the case of bearing
the debts for such certain corporations, the estimated amount of burden of the general account, etc. giving consideration to the financial and business
condition of the such corporations, etc.

G. Consolidated real deficit

H. Among the amount corresponding to the consolidated real deficit of the associations, etc., the estimated amount of burden of general account, etc.
Amount of appropriable funds: Funds under Article 241 of the Local Autonomy Law that can be appropriated for the amount of redemption, etc. of A
toF

Deficit of funds

Financial shortfall ratio . .
Size of business

.

Deficit of funds:

Deficit of funds (enterprises regulated by the law) = (current liabilities + outstanding local government bonds issued to be appropriated for revenue resources of expenses
other than construction and improvement expenses, etc. - current assets) - resolvable amount of financial shortfall

Deficit of funds (enterprises not regulated by the law) = (amount of advanced appropriation + amount of deferred payment and amount of business balance carried forward
+ outstanding local government bonds issued to be appropriated for revenue resources of expenses other than construction and improvement expenses, etc.) - resolvable
amount of financial shortfall
*Resolvable amount of financial shortfall: A fixed amount to be deducted from the deficit of funds when there are circumstances where deficit of funds will arise due to the nature
of the project or structurally for a given period of time after the commencement of the project.
*Public enterprises that are engaged in residential land development projects are subject to a special exception concerning the calculation of the current assets pertaining to the
assessment of the land, etc.
Size of business: Size of business (enterprises regulated by the law) = amount of operating revenue - amount of consigned construction profit
Size of business (enterprises not regulated by the law) = amount of profit corresponding to operating revenue - amount of profit corresponding
to consigned construction profit
*Public enterprises adopting the desi d administrator system (usage fee system) are subject to a special exception concerning the amount of operating revenue.

*The size of business of public enterprises that are only enga;%ed in residential land development projects shall be the total amount of capital and debts that show the “financial
resource scale for business management” (scale of procured funds).

28



@ Image of Early Financial Soundness, Financial Rebuilding, and Soundness of Public Enterprise Management

Financial
deterioration

0% |Ear|y financial soundness criterionl | Financial rebuilding criterion |

i Early financial soundness stage «+ financial rebuilding stage

 Reat dficitratio (ecsting) | masnsnzen L s D

® st | e s
1

Oneatdentservicersto | R D

(@ Future burden ratio
*1

Real deficit ratio

1 1

0% : :

Planned target of organizations to ! X

be subject to financial soundness ‘@ Organizations :

- D must be balanced (0%) to be subject to X
+ @ to @ must be less than the

early financial soundness ‘@—@ financial soundness :

criterion .

1

1

Planned target of originations to

be subject to financial rebuilding ‘@ Organizations

- (D must be balanced (0%) to be subject to
*@ to @ must be less than financial rebuildin

the early financial rebuilding " g

criterion '

1 1

.. (Reference) : [ (rganizations applied similarly
Existing reconstruction sysggm - - under reconstruction

| Management soundness criterion|
v

Public enterprise account v =3
So
' I=E
1 r— =]
Planned target ' Organizations b =
- ® must be lower than the - to be subject IS
mana_gement soundness ‘@ . to managemem K
criterion : soundness gl

*1: The figures without parenthesis are the criteria for municipalities; the figures in parenthesis are the criteria for prefectures.
*2: Under the previous Reconstruction Law, an organization under reconstruction is required to ensure equilibrium of the real balance.
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State of the Ratio for Determining Soundness and the Financial Shortfall Ratio

1 Real Deficit Ratio

The following table illustrates the state of the real deficit ratio based on fiscal 2008 account settlements.
Nineteen organizations come under the category of organizations with a real deficit (i.e. with their real
deficit ratio exceeding 0%). Among these, there are two organizations whose real deficit ratio equals or
exceeds the early financial soundness criterion. Furthermore, the real deficit ratio of one of the two
organizations equals or exceeds the financial rebuilding criterion.

o State of the Real Deficit Ratio
organizations)

40
[ The number of organizations with a real deficit —
Among these, the number of organizations with a real deficit ratio
30 - equaling or exceedlng the early financial soundness criterion
- Among these, the number of organizations with a real deficit ratio —
equaling or exceeding the financial rebuilding criterion
10 1 5
2 2
o 0 o 1 o0 o I 1 . 0o o 1
0 — x [ [e— o
overnmen . .
Prefectures ordinance-designated cities Cities Towns and villages Total
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F1 Consolidated Real Deficit Ratio

The following table illustrates the state of the consolidated real deficit ratio based on fiscal 2008
account settlements.

Thirty-nine organizations come under the category of organizations with a consolidated real deficit (i.e.
with their consolidated real deficit ratio exceeding 0%). Among these, there are two organizations
whose consolidated real deficit ratio equals or exceeds the early financial soundness criterion.
Furthermore, the consolidated real deficit ratio of one of the two organizations equals or exceeds the
financial rebuilding criterion.

State of the Consolidated Real Deficit Ratio
(No. of

organizations)

80
[ The number of organizations with a consolidated real deficit
Among these, the number of organizations with a consolidated real deficit
70 - ratio equaling or exceeding the early financial soundness criterion
Among these, the number of organizations with a consolidated real deficit
- ratio equaling or exceeding the financial rebuilding criterion
60
50
40 39
30
24
20
14
10
2 2
0 0 o 1 0 o L 0 o0 L
0 — e L —
Government . :
Prefectures ordinance-designated cities Cities Towns and villages Total

) Real Debt Service Ratio

The following table illustrates the state of the real debt service ratio based on fiscal 2008 account
settlements.

There are 20 organizations whose real debt service ratio equals or exceeds the early financial
soundness criterion. Among these, there is one organization whose real debt service ratio equals or
exceeds the financial rebuilding criterion.

State of the Real Debt Service Ratio
(No. of

organizations)
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80
- The number of organizations with a real debt service ratio

equaling or exceeding the early financial soundness criterion
70 - The number of organizations with a real debt service ratio

equaling or exceeding the financial rebuilding criterion
60
50
40
30

20
20
15
10
9
o o 0o o ] L 0 L
0 G — —
Prefectures | ordinance-dosigrated cities Cities Towns and villages Total
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I3 Future Burden Ratio
The following table illustrates the state of the future burden ratio based on fiscal 2008 account
settlements.
There are three organizations whose future burden ratio equals or exceeds the early financial
soundness criterion.

State of the Future Burden Ratio
(No. of

organizations)

80
Th ber of izati ith a future burdi i li
70 BN (rSxCecding the early financial soundness ariterion
60
50
40
30
20
10
0 0 2 ! ’
0 [ — |
Prefectures .,,di,,a,,g;'_‘:,e;;}';:;'tgd cities Cities Towns and villages Total

H Financial Shortfall Ratio
The following table illustrates the state of the financial shortfall ratio based on fiscal 2008 account
settlements.
The accounts of 202 public enterprises come under the category of accounts with a financial shortfall
(i.e. with their financial shortfall ratio exceeding 0%). Among these, there are 61 accounts whose
financial shortfall ratio equals or exceeds the financial soundness criterion.

State of the Financial Shortfall Ratio (Number of Accounts by Type of Organization)

(No. of v
accounts)
220
' . . o 202
200 [ The number of accounts of public enterprises with a financial shortfall
- Among these, the number of accounts of public enterprises with a financial
180 shortfall ratio equaling or exceeding the financial soundness criterion
160
140
123

120
100

80

61
60 49 - R
40 33 || |
19
2 . 2, _I 7 |
0 | 0 - || - . . = - R
Government o : Partial administrative
Prefectures ordinance-designated cities Cities Towns and villages | " “3ssociations, etc. Total
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Trends and Issues in Local Public Finance

In aim to realize resident-oriented public administration—i.e., the establishment of “local power” where
the residents of a certain region are able to makes decisions regarding said region individually—the
national government closely reviews its authority and financial resources before delegating them to local
governments.

Specifically, based on the principle of subsidiarity—where decentralization reforms are carried out
focusing on lower-tier municipal bodies, which are the most accessible form of government to residents,
administrative work and projects that cannot be handled by such lower-tier municipal bodies is handled
by larger, regional local governments, and administrative work and projects that cannot be handled by
those regional local governments is handled by the national government—local power is promoted by
delegating authority and financial resources to local governments in accordance with their capacity and
size and by such measures as dissolving double administration.

Promotion of Decentralization Reforms

l Bill regarding the Development of Related Laws Bill regarding Venues for Discussion between
for Promoting Regional Power Reform the National and Local Governments
(1) Establishment of the Regional Power Strategic

-National-level members: Chief Cabinet Secretary, Minister of
Local Power Reform, Minister of Internal Affairs and
Communications, Minister of Finance, other ministers
designated by the Prime Minister (the Prime Minister appoints the
Chair and acting chair)

(ST - Local-level members: Representatives from the six major local
government groups (one person from each) <select Deputy Chair>

-Temporary members: ministers that are not members, local
government mayor/governors and prefectural assembly
chairmen

+The Prime Minister can always attend meetings and comment

unc
(partial amendment to the Act for Establishment of the Cabinet Office)

Definition of “regional power reform”: Based on the principles of the
Constitution of Japan, these reforms are to ensure that the administrative affairs (1)
most accessible to residents shall be widely overseen by local governments in an
autonomous and comprehensive manner, and to allow local residents the power to .
address regional issues using their own judgment and responsibility. /operation

o Survey and deliberate on basic reform plans and
Affairs important matters, promote the implementation of

measures in response to important matters

Matters considered important from the following list
+Matters concerning the division of roles between the national

Important council of the Cabinet Office: Up to 15 persons and local govemments

Chair: Prime Minister () -Matters concerning local administration, local financial
. Members: Chief Cabinet Secretary, Minister of S L gl administration, regional tax systems, and other matters
Council Local Power Reform, other ministers PSR  concerning local governments

«Items considered to affect local governments from among
policies concerning economic and fiscal policy, policies
regarding social security, education, and the development of
social infrastructure, and matters concerning other national policies

organization designated by the Prime Minister,
other experts appointed by the Prime
Minister, etc.

E ted on the day stipulated by Cabinet ord +Prime Minister (The Prime Minister shall be summoned a certain
o v moreny oot oo sumones o[RS

-A review is to be conducted within three years OELBER - Members can request that the Prime Minister be summoned
following the law’s execution from the perspective

of further advancing reforms 0 +The council can hold sectional meetings to survey and consider
SLAUEI  special matters
meetings

(5) +The Chair shall draft a report that includes an overview of
RELDLTICREN  meetings and submit it to the Diet without delay following the
the Diet conclusion of discussions

(2) Revision of obligations and limits (partial amendment to related lawis)

Amendments will be collectively made to 41 related laws based on

the Decentralization Reform Promotion Plan (approved by the Com Iigce ST -Members and temporary members must comply with matters
Cabinet on December 15, 2009). mee’t)ing AR that were agreed on within discussions

@Revisions of Obligations and Limits

Matters Subject to Amendment Collective amendment Post Amendment

The following items are subject to amendment, from among of related laws For example,

those local administrative affairs that have been made

obligatory and given limits via laws and ordinances, and , . L. ) ) )

gz\éiesimmagﬁerggg toacllceo rg;::s'%er Ofultaqi% r:gfiependent @’ Prescribe criterion using regulations in
giscope gtoreg B place of criterion established by the

© Criterion for managing the establishment Revise obligations and limits IL“J;?';a'tgﬁz‘:"me"t in order to exercise

heh 1 ; u
of facilities and public goods in order to enhance the autonomy Y

(2} App_roval, _permission, and authorization of local governments 9'Ab9lish or weaken the involvement of the
of discussions and agreements dtoi heir independ national government
i and to increase their independence ©’ Abolish the drafting duties of plans, etc.
© Drafting, procedures, etc. for plans, etc. g

(Overview of Amendments (example))

O Criterion regarding the equipment and operations
at child welfare facilities (Child Welfare Act) National criterion
) o ) . _ _ Delegate these (
O Maintenance and revenue criterion for public housing (Act on Public Housing) to local requlations changed to
O Technical criterion for the structure of roads 9 “less rigid criterion”)
(however, excluding criterion for design vehicles, etc.) (Road Act)

O Require the notification of approvals made by prefectural boards of education regarding
the abolishment of municipal kindergartens, etc. (School Education Act)
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Creating Regional Power and Regional Revitalization

In order to form active local societies and establish local power, at the Ministry of Internal Affairs and
Communications, various actors in each region collaborate and work together to utilize local resources to
the greatest extent possible and to provide assistance so that those actors can implement a range of
efforts that boost the strength of each region.

n Promotion of a “Green Decentralization Reform”

Cooperation and collaborations between local governments, residents, NPOs, etc. on the creation of
a framework that allows for utilizing each region’s resources (rich natural environment, reusable clean
energy, safe and affluent foodstuffs, historical and cultural heritage, financial resources) to the
maximum extent possible, which will lead to transforming the “centrally concentrated social structure
where human resources and funds are outfluxed from different regions” to a “structure of regional
sovereignty that boosts the region’s ability to be self-sustainable and produce wealth.”

FY2009

(OSurvey and advanced verification of reusable clean energy

Explorator . o
p y resource storage levels in prefectures and municipalities

Project

FY2010 (OResearch regarding systematic response to promoting reforms, etc.
Exploratory (OSurveys and research in municipalities that became the first to agree to
Project the reforms and to carry out comprehensive and multifaceted efforts

[1] What are “green decentralization reforms”? [2] Local power reforms and green decentralization reforms

O Japan’s various regions face stringent financial restrictions O These reforms aim to revise obligations and limits, delegate
due to falling birth rates, the aging population, and the authority to lower-tier local government, abolish contributions
decline in overall population. Thus, there is a strong need to projects directly overseen by the government, make
for promoting reforms that will establish regional power, subsidies into lump-sum grants, abolish the principle of
make shifts to low-carbon societies, etc. outpost agencies, and create a legal structure for discussions

O Green decentralization reforms aim to create a framework that take place between the national and local governments in

so that each region can assess and make the most of their
forests, villages, and oceans, water and other rich
resources that they generate, the food and energy created
using those resources, as well as historical and cultural
assets. These reforms will then use these frameworks to
revitalize regions, rebuild “bonds,” and generate a shift
from a “centrally concentrated social structure where
human resources and funds are outfluxed from different
regions” to a “structure of regional sovereignty that boosts
the region’s ability to be self-sustainable and produce
wealth”.

order to establish local power. These reforms will dramatically
boost the authority and responsibility of local governments.

O In this way, in accordance with making administrative and

financial  functions into local functions, green
decentralization reforms change the lives of residents and
the regional economy into a structure where regions can
effectively utilize human resources, food, energy, and other
resource to the greatest extent possible. This allows for
reforming the very trends of persons, goods, money, and
energy and creating a social system that boosts the ability
of regions to be self-sustainable and generate wealth.

n Promotion of the Greater Independence Settlement Area Concept

Mutually divide the roles of the urban functions of “central cities” and the environment, history, culture,
food production, etc. functions of “peripheral towns and villages” and form places for settlement

(OThe Outline for Promoting the Greater Independence Settlement Area Concept and assistance
measures for independent settlement areas were completed and released nationwide in April 2009.

(OAs of November 2009, 36 local governments have declared themselves as central cities,
agreements have been concluded with 58 local governments (10 regions), and policies have been
drafted with two local governments (two regions).

n Assistance for Making Disadvantaged Areas (under-populated, etc.) Independent and Active

Recognizing the fact that “Japan itself has its roots in under-populated areas”, national territory shall be preserved,
production functions shall be protected, and communities that are comfortable to live in shall be rebuilt.
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(OPromotion of new depopulation countermeasures ~ (OSecure resources for medical, nursing care, and living

(ORebuild settlements using “settlement assistance personnel” (OResolve the digital divide
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Administrative and Fiscal Reform

I} Intensive Reform Plans

In order to thoroughly promote local administrative reform, the Ministry of Internal Affairs and
Communications has compiled “New Guidelines for the Promotion of Administrative Reform in Local
Governments” (New Local Administrative Reform Guidelines) and notified local governments of
these on March 29, 2005.

As a result, local governments have compiled and disclosed intensive reform plans indicating
specific efforts, such as the reorganization and arrangement of administrative work and projects and
the promotion of private-sector consignment, to be undertaken in general until fiscal 2009.

F1 Further Promotion of Administrative and Financial Reform

On August 31, 2006, the Ministry of Internal Affairs and Communications formulated its “Guidelines
for the Further Promotion of Administrative Reform in Local Governments” and requested local
governments to make positive efforts toward three reforms: the reform of total personnel expenses,
reform of public services, and reform of local public accounting. As of April 1, 2009, 45 prefectures,
16 government ordinance-designated cities, and 1,417 municipalities have already reviewed their
status in these respects.

Reform of total personnel expenses

1l A further net reduction in the number of employees has been achieved bearing in
mind the net reduction in the number of national public employees

[l Promotion of salary reforms (as a reflection of regional private-sector salaries,
further rationalizing of salaries)

[l Efforts to curb personnel expenditures by third-sector enterprises, etc.

Reform of public services

1l Implementation of studies in light of project classifications and overall inspection
of the need for public services and implementing entities

1] Setting of performance indexes related to the maintenance and improvement of
public services and numerical targets related to expenditure reductions, etc., in
the implementation of marketization tests

Reform of local public accounting (local asset and debt management reform)

[l Promotion of the compilation of four documents: balance sheets, administrative
cost statements, financial balance statements, and net asset fluctuation
statements

! Formulation of the direction and specific measures for asset and debt reforms
including promotion of the sale of unused assets, the effective utilization of
assets, etc.

Formulation of Rules for Information Disclosure to Facilitate Comparisons
and Appraisal Between Local Governments and the Strengthening of Resident Monitoring

® Enhancement of disclosure systems, including salary information

® Further promotion of financial information disclosure to enable
comparisons between organizations

©® Disclosure of the implementation process and implementation of the
results of marketization tests

® Active appointment of outside personnel as auditors and the
utilization of external auditing
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E1 Promotion of Local Public Accounting Reform and Information Disclosure

A. Promotion of reform of local public accounting

With respect to the establishment of local public accounting, the Ministry of Internal Affairs and
Communications requested local governments to make efforts toward disclosing information that is
required for the compilation and formulation of financial documents based on “Guidelines for the
Further Promotion of Administrative Reform in Local Governments.” In consideration of the fact of the
formulation of the direction and specific measures for asset and debt reform by fiscal 2009 and the
enforcement of “Law Relating to the Financial Soundness of Local Governments,” it is important for
every local government to conduct certain asset valuation and compile financial documents by fiscal
20009.

Further enhancement of transparency in the financial conditions of local governments through the
establishment of local public accounting is expected, and it is, therefore, important to disclose
information to residents, etc., in an easy-to-understand manner. Among local governments that have
taken the lead in establishing financial documents, some entities have prepared financial documents
that concisely indicate the overall financial situation in such an easy-to-understand manner.

@Balance Sheet

*A balance sheet shows the state of assets/properties and the revenue resources for
procurement as of the end of the fiscal year.
(Unit: million yen)

Assets Amount Liabilities Amount

1. Non-financial assets 1,083,132 = 1.Non-current liabilities 469,992
(1) Assets for business 392,821 (1) Local government bonds 430,104
(2) Infrastructure assets 690,311 (2) Borrowing 0
(3) Retirement allowance reserve 33,963
2. Financial assets 58,508 (4) Other non-current liabilities 5,925
(1) Funds 13,251 2. Current liabilities 39,343
(2) Receivables 20,101 (1) Payments due 6,547
Accounts due 15,407 (2) Reserve for bonuses 1,693

Loans 2,881 (3) Local government bonds redeemable in 30.569 E

Other 1813 the following fiscal year ’ §

(3) Marketable securities 100 W) Short-term borrowing 163 %

@ Investments, etc. 25,056 (5) Other current liabilities 369 %

Capital investments 6,210 Liabilities total 509,335 E

Reserve funds/deposits 17,215 §

Other investments 1,631 Net assets Amount %

E

Net assets total 632,305 %
Assets total 1,141,640 | Liabilities and net assets total 1,141,640
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@Administrative Cost Statement

* An administrative cost statement shows the amount (cost) of administrative resources
spent on administrative services during the year.

(Unit: million yen)

Amount
Ordinary expenditure 248,872
1. Personnel expenses 41,358
(1) Employee salaries 25,598
(2) Pension expenditures 4,877
(3) Other related expenditures 10,883
2. Property expenses 25,620
(1) Supplies expenditures 5,130
(2) Depreciation expenses 12,174
(3) Maintenance and repair expenses 5,058
(4) Other related expenses 3,258
3. Cost of transfer expenditures 132,366
(1) Transfer expenditures including subsidies 74,200
(2) Social security benefits expenditures 13,602
(3) Other related expenditures 44,564
- 4. Costs, etc. 49,528
(L]
E (1) Debt service (interest paid) 11,068
:6 (2) Consignment costs 20,256
=
£ (3) Other costs 18,204
®
Q
S
ﬁ Ordinary revenues 45,891
- (Usage fees, handling fees, part of
a various income sources, etc.)
=
=
«
(/)
= Net ordinary administrative costs 202,981
o (Ordinary expenditures —Ordinary
=
revenues)
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@Net Asset Fluctuation Statement

A net asset fluctuation statement shows the fluctuations of net assets calculated as the

difference between assets and liabilities during the year.
(Unit: million yen)

Amount
Net asset balance at the beginning of year 629,857
1. Fluctuations in the accounts regarding properties 212,058
(1) Use of revenue resources 277,719
Net ordinary administrative costs 202,981
Formation of fixed assets 40,673
Formation of long-term financial assets 19,111
Other revenue resources 14,954
(2) Procurement of revenue resources 265,661
Tax revenues 80,435
Transfer income including subsidies 77,813
Contributions 44,825
Other revenue resources 62,588
2. Fluctuations in revenues to be appropriated 14,506
for the formulation of assets
(1) Fluctuations in fixed assets 14,332
(2) Fluctuations in long-term financial assets 210
(3) Fluctuations in evaluation/exchange differences A 36
3. Fluctuations in other net assets 0
Net asset balance at the end of year 632,305

@Financial Balance Statement

+Afinancial balance statement shows the state of revenue and expenditure classified by the categories g
of ordinary administrative activities, public investments, and other administrative activities. a2
(Unit: million yen) :
=
(-9
Amount 2
[1]
("]
1. Ordinary revenues and expenditures 40,470 E
2. Capital revenues and expenditures 2 39,279 &
-
3. Financial revenues and expenditures A 4,323 E
=
Fund revenues and expenditures for this term A 3,132 ;
Y
Fund balance at the beginning of year 16,383 §
Fund balance at the end of year 13,251
Basic financial revenues and expenditures 1,191

37



With respect to the state of the compilation of financial documents, 42 prefectures (89.4%), 17
designated cities (94.4%), and 1,102 municipalities, excluding designated cities, (63.6%) answered
“Compiled;” five prefectures (10.6%), one designated city (5.6%), and 473 municipalities excluding
designated cities (27.3%) answered “Being compiled;” and 157 municipalities excluding designated
cities (9.1%) answered “Not yet compiled” as a result of a survey as of March 31, 2010.

Among the local governments that have compiled financial documents, 83.0% of prefectures,
100.0% of designated cities, and 53.1% of municipalities excluding designated cities have compiled
these documents in accordance with the new local public accounting model (either the “reference
model” or the “MIC system revised model”).

@State of Compilation of Financial Documents by Local Governments

State of compilation of financial documents pertaining to settlement of FY2008.
(Unit: No. of Organizations, %)

Prefectures Municipalities pegignated cities MUMicipalities excluding

designated cities
Compiled 42 (89.4%) 1,119 (63.9%) 17 (94.4%) 1102 (63.6%)
Reference model 2 (4.8%) 80 (7.1%) 3 (17.6%) 77 (7.0%)

MIC system

revised model 37 (88.1%) 857 (76.6%) 14 (82.4%) 843 (76.5%)

MIC system 1 (24%) 166 (14.8%) 0 () 166 (15.1%)
Other 2 (4.8%) 16 (1.4%) 0 ) 16 (1.5%)
Bolng 5 (106%) 478 (271%) 1 (5.6%) 473 (27.3%)
compiled o : . e
Reference model 0 () 33 (7.0%) 0 () 33 (7.0%)

g

(-]

£

= MIC syst

2 reviced model 5 (100.0%) 429 (90.5%) 1 (100.0%) 428 (90.5%)

&

g

= MIC system 0 () M (23%) 0 () M (2.3%)

2 Other 0 -2 1 (0.2%) 0 (--) 1 (0.2%)

s

(-]

B Not yet

= E 0 =) 157 (9.0% 0 =) 157 (9.1%

g compiled (--) (9.0%) (--) ( )
Total 47 (100.0%) 1,750 (100.0%) 18 (100.0%) 1,732 (100.0%)
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Trends and Issues in Local Public Finance

expenditure comparative analysis tables” for

Amid the increasing severity of local public finance, various efforts are being made to fulfill accountability.
In order for each local government to promote financial soundness while gaining the understanding and
cooperation of residents, etc., the Ministry of Internal Affairs and Communications has compiled

“expenditure comparative analysis tables” and “financial comparative analysis tables,” etc. and posted
conducting a comparative analysis of expenditures among similar organizations will be utilized for the

them on its homepage with the aim of disclosing information to residents, etc. in an easy-to-understand
effective reduction of expenditures.

manner based on forms that are comparable with those of other local governments.

It is expected that the formulation and disclosure of

http://www.soumu.go.jp/iken/saishutsuhyo/index.html|
@Example of an Expenditure Comparative Analysis Table (Page 1/3)

B. Promotion of Information Disclosure

39
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The settlement data of all prefectures and municipalities (since fiscal 2001) are shown using

settlement cards for each individual organization posted on the homepage.

Website address 2lsliie}

@Example of Settlement Card
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In response to the demand for comprehensive transparency in local public finance information, as a
means of disclosing the overall financial conditions of each local government, including the condition
of special accounts, such as enterprise accounts, as well as the ordinary account, the management
conditions of third-sector enterprises and so on, and the state of financial assistance to them, the
Ministry of Internal Affairs and Communications compiles financial condition tables and other
materials and posts them on its homepage.

http:/www.soumu.go.jp/iken/zaisei_ichiran.html
@Example of Table of Financial Conditions, Etc.

Example of Table of Financial Conditions, Etc. (FY n)

Name of organization Tesuabie amountor fmllon yeny
‘Standard financial scale | Normal allocation tax | extraordinary financial Total
XXXX_ prefecture w ® counermeggjres boncs (EBHC)
156,718 120,306 22,447 299471
1. Financial conditions of general account, etc.
(million yen)
Company Revenue | Expenditure g;;nr':?é b ::aeﬁlc e E?g;?‘:é"c%mg cl‘:»’c’:\"%(z\:l“%an’:gmg Remarks
General account 526,783 522,458 4324 796 10,795 1,154,758
Special account for certificates 6,819 6,188 630 0 — —
Special account for land acquisition 6 6 0 0 - -
Mther-chid vidow wefar und secil account 143 124 19 0 20 515
e e saed anterrise 13639 11405 2234 0 101 42,794
Agricutural improvement fund special account 230 23 207 0 1 55
260 54 206 0 1 -
Offshore fishing improvement fund special account 96 10 86 0 0 -
XK districtand sectioning special account 600 357 243 0 255 3065
Education fund special account 713 305 408 0 13 -
Debt management special account 147,237 147,237 0 0 94,906
Ordinary account, etc. 696,526 688,170 8356 796 1,201,187
*Since fiures for ‘Ordinary acoount, etc.” deduct 1, there are tems that do not amount o equaltotals or each account
inancial conditions of public corporation accounts, etc.
(million yen)
7 i e i Outstanding | Amountexpectedfor
Company | PR e | amame) | omabdmea | 1o bt | opa o | oSl |"gimams Remarks
Water supply business account 7536 7548 A2 3567 62 28,048 1,881 | prerrises qovemed
Electricity business account 1214 1,084 129 2,652 - 2132 — | Enterpriss governed
Central hospital business account 13,752 13,008 744 1,901 419 4722 2970 ;C‘.:’,B"‘“‘“m’"““
XX hospital business account 3088 2,952 136 924 614 3493 2511 by
Coastal land formation project account 480 464 16 1,082 — — — E’vﬂlirxnsesgwemed
Basin sewerage special account 4074 4,068 6 6 525 10619 5,097
Coastal development special account 2,035 2,032 3 3 287 7,097 2,775
Public horse racing special account 9,728 9,644 84 84 - - -
Public corporations account, etc. total 10,220 56,111 15234
Nete: 1 ntrpiss oo by o moans bl it o 0 Lo Pl s Lawples paraly o 1
th respect than thos ems of evenue,”"expenditure, and real balance" are indicated i the columns of otal amings,”'total expenses,and et profitand loss.”
e e ancl & bt o o Govarpent e e A 0 St o eccemed o 1l
& Aamount cxpecd o Gt sccount v o Hers ot ot 19 e totaof a pions CHed i he e urden o fom tstanding crporte onds focal bonds.
3. Management conditions of local public corporations and third-sector enterprises, etc.
and the state of local government financial assistance milion yen)
— Ordinary | Capital or Investmentfrom | Subsidies from | Loans from | Outtanding debtnvoling] Outstandig dettimaling E?rﬁmdgin:‘rg;‘ E—
profit/loss | net assets concerned concerned concerned | organization concerned | the organization concemed | account, etc.
XX Development Corporation 75 814 50 311 92 0 1,166 1,050
XX Exchange Corporation 107 A 1513 13 137 0 0 978 880
XX Industia Cretion Assstance Organizaton A 241 1,799 79 643 37,277 0 714 7
XX Local Industry Development Center 92 2627 10 18 242 0 248 173
XX Agricutural Development Company 8 349 331 347 1,387 0 3217 983
XX Forestry Company H A52 5 284 17324 0 43041 38737
XX Land Development Company A 25 4337 10 0 0 10,825 0 6,732
XX Road Company 0 7815 7815 0 5718 8010 0 -
XX Housing Supply Company A 219 3228 5 0 800 0 6302 630
XX Urban Development Technology Center 221 1,027 10 4 0 0 138 14
Totlforloal public compariesan it sector, et 8328 1,843 62,839 18,836 55,864 49,270

*Notes: Enterprises that do not compile profit/loss statements enter their increase or decrease of net assets in the current term in the *Ordinary profit/loss” column.

4. State of appropriable funds

(million yen)
Nt @ ] FY(n-1)  |FYnsettlement | Difference
settlement (A) (B) (B-A)
Financial 8831 8824 AT
Debt service fund 32,061 28,167 A 3894
Other appropriable funds 34,392 31,272 A 3120
Total appropriable funds 75,284 68,263 A 7021

Notes: “Appropriable funds' refers to the total amount of cash, savings, national bonds, local bonds, etc.
from funds that are eppropriable for repaying local bonds, etc. Ths does not include loans and real estate, etc.

5. Financial indexes

Name of index FY(n-1)  |FYnsettlement | Difference | Early soundness | Financialrebuiding Fund»deﬁcit ratio FY(n-1)  |FYnsettlement| Difference
settlement (A) (B) B-A) criterion criterion {name of public corporation account) | settlement (A) (B) (B-A

Real deficit ratio 025 0.26 0.01 A 375 A 5.00 Water supply business account - -
Consolidated real deficit ratio 320 367 047 A 875 A 2500 Electricity business account - -
Real debt service ratio 138 144 0.60 250 350 Central hospital business account - -
Future burden ratio 273.6 270.7 A 290 400.0 XX hospital business account - -
Financial power index 045 048 0.03 Coastalland formation project account - -
Ordinary balance ratio 96.7 96.7 0.00 Basin sewerage special account - -
Notes: Coastal development specal account - -

1.The real deficit ratio, consolidated real deficit ratio, and the fund shortage ratio are presented in negative figures.

2.When the real deficit ratio and consolidated real deficit ratio are negative, the deficit ratio is displayed as a positive figure for convenience purpos:

3.The *ordinary soundness criterion of the *fund shortage ratio" that corresponds with the early soundness criterion is uniformly -20% excluding pubhca”y run games (publically run games are 0%).
4.The early soundness criterion and financial rebuilding criterion are from the FY n settlement.
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