
1. Basis of Presentation
(1) Accounting Principles and Presentation
Orient Corporation (the “Company”) and its domestic subsidiaries maintain their books of account in conformity with the financial accounting standards of Japan, and its 
foreign subsidiaries maintain their books of account in conformity with those of their countries of domicile.

The accompanying consolidated financial statements of the Company and its consolidated subsidiaries and associates (the “Companies”) are prepared on the basis 
of accounting principles generally accepted in Japan, which are different in certain respects as to the application and disclosure requirements of International Financial 
Reporting Standards (IFRS), and are compiled from the consolidated financial statements prepared by the Companies as required by the Financial Instruments and 
Exchange Act of Japan.

As permitted, amounts of less than one million yen have been omitted. As a result, the totals shown in yen do not necessarily agree with the sum of the individual 
amounts.

The U.S. dollar amounts shown in the accompanying consolidated financial statements and notes thereto were translated from the presented Japanese yen amounts into 
U.S. dollar amounts at the rate of ¥93.99 = U.S. $1, the rate of exchange prevailing at March 31, 2013, and were then rounded down to the nearest thousand. As a result, the 
totals shown in U.S. dollars do not necessarily agree with the sum of the individual amounts. This translation of Japanese yen amounts into U.S. dollar amounts is included 
solely for convenience of readers outside Japan. Such translation is not intended to imply that Japanese yen have been or could be readily converted, realized or settled in U.S. 
dollars at that or any other rate.

(2) Scope of Consolidation
The Company had 17 and 27 subsidiaries (“controlled companies,” the decision-making body of the entity is controlled) at March 31, 2013 and 2012, respectively. The 
consolidated financial statements include the accounts of the Company and all subsidiaries. The major consolidated subsidiaries are listed below:

At March 31, 2013

Equity ownership percentage, 
including indirect ownership

Capital stock
(Millions of yen)

CAL Credit Guarantee Co., Ltd. 85.0 ¥     50
Orico Business & Communications Co., Ltd. 100.0 ¥2,186
Ohtori Corporation 100.0 ¥5,064
Japan Collection Service Co., Ltd. 100.0 ¥   700
Orico Support Co., Ltd. 100.0 ¥   100
ORIFA Servicer Corporation 100.0 ¥   500

(3) Consolidation and Elimination
For the purposes of preparing the consolidated financial statements, all significant intercompany transactions, account balances and unrealized profits among the 
Companies have been eliminated, and the portion thereof attributable to minority interests is charged to minority interests. For the year ended March 31, 2012, the fiscal 
year-end date of four consolidated subsidiaries was changed from December 31 to March 31. Accordingly, the accounting period of these subsidiaries for the year ended 
March 31, 2012 was for 15 months from January 1, 2011 to March 31, 2012. Necessary adjustments have been made to the consolidated financial statements for one 
consolidated subsidiary whose fiscal year-end date is December 31.

The cost of investments in the common stock of consolidated subsidiaries is eliminated with the underlying equity in net assets of such subsidiaries. The material 
differences between the cost of investments and the amount of underlying equity in net assets of such subsidiaries are deferred and amortized within 20 years on a straight-
line basis. If the difference is not material, it is directly charged or credited to income for the year.

(4) Investments in Associates
The Company had 3 associates (“influenced companies,” financial and operating or business decision making of the entity that is not a subsidiary can be influenced to a 
material degree) at March 31, 2013 (3 associates in 2012).

All associates are accounted for by the equity method, under which the Company’s equity in net income of these associates is included in consolidated income for the 
years ended March 31, 2013 and 2012.

All associates accounted for by the equity method have the same fiscal year-end date as that for the consolidation. For the year ended March 31, 2012, the fiscal year-
end date of one associate accounted for by the equity method was changed from December 31 to March 31. Accordingly, the accounting period of the associate for the year 
ended March 31, 2012 was for 15 months from January 1, 2011 to March 31, 2012.

2. Summary of Significant Accounting Policies
(1) Recognition of Consumer Finance Service Revenue

(a) Consumer credit service
Customers purchasing goods from retailers with whom the Companies have sales finance arrangements (the “member merchants”) can use installment payments.

Commissions from customers for installment payments are recognized by the “sum-of-the-month-digits” basis over the relevant contract terms as the monthly 
installments become due under the contracts.

Commissions from member merchants for installment payments are recognized by the “in-a-lump-sum” basis on which commissions from member merchants are 
recognized as earned at the time installment contracts with member merchants are executed.

(b) Credit card shopping service
The basis of recognizing commission income is almost the same as (a) for consumer credit.

(c) Direct cash loan service
The Companies make direct cash loans to individual customers, which are to be repaid in installments. Commissions on such cash loans are recognized as earned on an 
interest-bearing basis as monthly payments become due. Card cashing is included in the direct cash loan service, and the commissions are accounted for on the same basis 
as those on direct cash loans.

(d) Guarantee and loan agent service
The Companies recognize guarantee fees on loans after deducting estimated amount of guarantee fee refunds.

(2) Unearned Finance Income
As described in (1) above, finance income (commissions from customers) except for guarantee and loan agent service is recognized as earned when the monthly 
installments become due. To achieve this, the commissions recorded as earned in their entirety at the inception of the contracts are adjusted at the balance sheet date, by 
setting up an unearned finance income account for the unearned portion of commissions applicable to installments which have not yet become due by that date.
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(3) Allowances

(a) Allowance for credit losses and write-offs
Finance receivables are written off against the allowance for credit losses when installments have been unpaid for a certain specified period and/or uncollectibility of 
accounts is clearly demonstrated by conditions such as the customer’s bankruptcy, poverty, disappearance or other circumstances prescribed by the Companies.

Write-offs are recorded at the end of March and September.
At the end of each fiscal year, the allowance for credit losses is provided in an amount deemed necessary to cover possible uncollectible accounts based on historical 

data on credit loss and management’s judgment.

(b) Allowance for point program
Allowance for point program is provided to cover possible future expenses arising from the redemption of accumulated points on cards by cardholders and for installment 
points by customers at the end of each fiscal year.

(c) Allowance for loss on business liquidation
Allowance for loss on business liquidation is provided based on the estimated amounts at the end of each fiscal year to cover possible future losses arising from business 
liquidation of associated companies.

(d) Allowance for losses on interest refunds
To cover interest refund claims for the interest rates charged in excess of the upper limit imposed by the Interest Rate Restriction Act, the Company has set up an allowance 
for losses on interest refunds at the end of each fiscal year. Provision for the allowance is estimated based on the historical amount of refunds, taking into consideration the 
recent refund conditions.

(e) Allowance for liabilities on interest refunds
With the revisions of the laws, including the Money-Lending Business Control and Regulation Law on December 20, 2006, policies were developed based on the resolution 
of the Board of Directors on March 6, 2007. To cover losses relating to liabilities on interest refunds arising from implementation of these policies, the Company made a 
provision for estimated loss at the end of the fiscal year.

The allowance for liabilities on interest refunds is included in the allowance for losses on interest refunds in the accompanying consolidated balance sheets.

(f) Accrued bonuses
Accrued bonuses are recorded based on the estimated bonus payments to employees.

(g) Accrued retirement benefits to directors and corporate auditors
For certain consolidated subsidiaries, accrued retirement benefits to directors and corporate auditors (including executive officers) had recorded at the amount necessary 
to pay at the end of the fiscal year based on the internal guidelines. However, during the year ended March 31, 2013, it was resolved that the retirement benefit plans to 
directors and corporate auditors were abolished and the related benefits were terminated.

Accordingly, accrued retirement benefits to directors and corporate auditors (including executive officers) were reversed.
As of March 31, 2013, the retirement benefits to be paid to the incumbent directors, corporate auditors and executive officers were recorded in other long-term liabilities.

(4) Financial Instruments

(a) Derivatives
The Companies adopt hedge accounting to all derivatives (see (c) Hedge accounting below).

(b) Securities
Securities held by the Companies are classified into two categories.

Held-to-maturity debt securities, which the Companies have the intent to hold to maturity, are stated at amortized cost.
Marketable securities classified as available-for-sale securities are stated at fair value with any changes in unrealized holding gain or loss, net of the applicable income 

taxes, directly included in net assets. Costs of securities sold are calculated by the moving-average method.
Non-marketable securities classified as available-for-sale securities are carried at cost determined by the moving-average method.
In cases where the fair value of held-to-maturity debt securities or available-for-sale securities has declined significantly and such impairment of the value is not 

deemed temporary, those securities are written down to the fair value and the resulting losses are included in net profit or loss for the period.

(c) Hedge accounting
Gains or losses arising from changes in fair value of the derivatives designated as “hedging instruments” are deferred as an asset or liability and included in net profit or 
loss in the period during which the gains or losses on the hedged items or transactions are recognized.

The derivatives designated as hedging instruments by the Companies are principally interest rate swaps and interest rate option transactions. The related hedged items 
are interest rates on bank borrowings.

The Companies evaluate the effectiveness of their hedging activities by seeking the correlation of the benchmark interest rate fluctuation ranges between the hedging 
instruments and the related hedged items. 

(5) Real Estate for Sale
Real estate for sale, in principle, is stated at acquisition cost, cost being determined by the specific identification method. In cases where the net selling value falls below 
the acquisition cost at the end of the period, real estate for sale on the consolidated balance sheets is written down to the net selling value, when profitability of assets has 
decreased. The Companies apply the non-reversal method which prohibits reversal of write-downs of inventories.

(6) Property and Equipment (Excluding Lease Assets)
Property and equipment except for buildings are depreciated by the declining-balance method and buildings are depreciated by the straight-line method, over the estimated 
useful lives which are the same standards as prescribed by tax laws. The range of useful lives is principally from 3 to 50 years for buildings and structures and from 2 to 10 
years for machinery, equipment and vehicles.

(Change in accounting policy that is difficult to distinguish from change in accounting estimate)
Effective for the year ended March 31, 2013, due to the revision of the Corporation Tax Act, the Company and its domestic consolidated subsidiaries changed their 
depreciation method to the method prescribed in the revised Corporation Tax Act for property and equipment acquired on or after April 1, 2012.

The impact of this change is considered immaterial in terms of income profit or loss for the year ended March 31, 2013.

(7) Intangible Assets (Excluding Lease Assets)
Software for internal use is amortized by the straight-line method over the estimated internal useful lives of 5 or 10 years.

(8) Lease Assets
Lease assets under finance lease transactions which transfer ownership of the lease assets to the lessee are depreciated by the same method as fixed assets owned by the 
Companies.

Lease assets under finance lease transactions which do not transfer ownership of the lease assets to the lessee are depreciated by the straight-line method over the 
period of the lease, with zero residual value.
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(9) Accounting for Leased Offices and Other
The Companies use offices leased under cancellable long-term lease agreements. In connection with such agreements, lessors in Japan require leasehold deposits relative 
to the amount of annual lease rental payments. Such leasehold deposits do not bear interest and are generally returned only when the lease is terminated. The lease 
terms are generally 2 years with options for renewals for a similar period, subject to renegotiation of lease rentals. Also, the Companies have cancellable long-term lease 
commitments for computer equipment and housing for employees. As the lessee of these cancellable lease commitments, the Companies charge the relevant lease rentals 
to income as incurred.

(10) Cash and Cash Equivalents
Cash and cash equivalents in the consolidated statements of cash flows are composed of cash on hand, bank deposits that can be withdrawn on demand and short-term 
investments with no significant risk of change in value that have original maturity of 3 months or less.

(11) Net Income per Share
Net income per share of common stock is calculated by deducting the total amount not belonging to common stock shareholders from net income, divided by the weighted 
average number of shares of common stock outstanding exclusive of number of shares of treasury stock during the year.

The computation of diluted net income per share of common stock reflects the maximum possible dilution that could occur if securities or other contracts to issue 
common stock were exercised or converted into common stock or resulted in the issuance of common stock.

3. Accounting Standards Issued but not yet Effective
“Accounting Standard for Retirement Benefits” (Accounting Standards Board of Japan (“ASBJ”) Statement No. 26, issued on May 17, 2012) (the “Accounting Standard”) and 
“Guidance on Accounting Standard for Retirement Benefits” (ASBJ Guidance No. 25, issued on May 17, 2012) (the “Guidance”)

(1) Overview
From the viewpoint of improvements to financial reporting and international accounting trend, the Accounting Standard and Guidance have been established, mainly 
including the revisions of accounting treatments for unrecognized actuarial gains and losses and prior service costs, methods for calculating retirement benefit obligations 
and current service costs, and enhanced disclosures.

(2) Date of Application
The Companies will apply the Accounting Standard and Guidance from the fiscal year ending March 31, 2014 except for the revisions of methods for calculating retirement 
benefit obligations and current service costs that will be applied from the beginning of the fiscal year ending March 31, 2015.

(3) Effect of Application
The effects of applying the Accounting Standard and Guidance on the consolidated financial statements are currently under evaluation.

4. Marketable Securities and Investments in Securities
Market value information on held-to-maturity debt securities held by the Companies at March 31, 2013 and 2012 was summarized as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Aggregate market value ¥569 ¥517 $6,053

Aggregate book value 475 416 5,053

Unrealized gains ¥  94 ¥100 $1,000

Total acquisition cost of available-for-sale securities, for which market values were available, was ¥1,962 million ($20,874 thousand) and ¥2,339 million corresponding to the 
total book value of ¥2,387 million ($25,396 thousand) and ¥2,504 million at March 31, 2013 and 2012, respectively.

Proceeds, gross realized gains and gross realized losses from the sale of available-for-sale securities for the years ended March 31, 2013 and 2012 were summarized as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Proceeds ¥229 ¥319 $2,436

Gross realized gains 9 8 95

Gross realized losses 108 16 1,149

Impairment losses of ¥164 million ($1,744 thousand) and ¥73 million were recognized for available-for-sale securities for the years ended March 31, 2013 and 2012, respectively.

5. Direct Installment Receivables
Direct installment receivables are recorded in an amount equivalent to the retail purchase price on installments, plus commissions charged by the Companies to the 
individual customers, or, as the case may be, at the principal amount of loans plus commissions charged to the customers computed by the add-on method.

Regarding cash advances on loan cards and credit cards, the unused facility balance (including securitized amounts) out of the total facility limit available to customers 
was ¥2,258,837 million ($24,032,737 thousand) and ¥2,728,343 million as of March 31, 2013 and 2012, respectively. The full amount of this unused facility balance may not 
necessarily be used since the Companies can deny loans to any customer when a reasonable reason exists, such as changes in the credit status of the customer, under the 
terms of the contract.

6. Guaranteed Loan Receivables (Payables)
The Companies have adopted a policy to show the outstanding balance of loan guarantees as an asset (“Guaranteed loan receivables”) and the same amount as a liability 
(“Guaranteed loan payables”) on the consolidated balance sheets.

The balance of guaranteed loan receivables represents the loans borrowed by customers from financial institutions under the Companies’ guarantee. The balance of this 
account represents monthly repayments which have not become due at the consolidated balance sheet date.
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7. Commercial Loan Guarantee Receivables (Payables)
The Companies provide commercial loan guarantee services to customers. Such commercial loan guarantee services are essentially identical to ordinary finance receivable 
and guaranteed loan receivable operations of the Companies, and, therefore, the outstanding balance of commercial loan guarantees is presented on the consolidated 
balance sheets. The outstanding balance of commercial loan guarantees is shown as an asset (“Commercial loan guarantee receivables”), and the same amount is shown 
as a liability (“Commercial loan guarantee payables”) in the accompanying consolidated balance sheets.

8. Beneficiary Certificates Retained for Receivable Securitization
Beneficiary certificates retained for receivable securitization include receivables such as securitized direct installment receivables. 

9. Reclassification of Assets in Accordance with Change in Holding Purpose
For the year ended March 31, 2013, ¥1,527 million ($16,246 thousand) of “Land” was reclassified to “Real estate for sale” based on a change in the holding purpose.

10. Inventories
At March 31, 2013 and 2012, merchandise and finished goods of ¥999 million ($10,628 thousand) and ¥1,099 million were included in “Inventories” in the accompanying 
consolidated balance sheets.

11. Short-Term Bank Loans, Long-Term Debt, and Lease Obligations
The annual average interest rates applicable to short-term bank loans at March 31, 2013 and 2012 were 1.28% and 1.29%, respectively.

The annual average interest rates applicable to commercial papers at March 31, 2013 and 2012 were 0.39% and 0.41%, respectively.

Short-term bank loans and long-term debt at March 31, 2013 and 2012 consisted of the following:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Short-term bank loans ¥  71,584 ¥133,003 $   761,612

Commercial papers 128,900 146,600 1,371,422

¥200,484 ¥279,603 $2,133,035

Long-term debt from banks and other financial institutions, maturing through 2020 
   (through 2019 in 2012) ¥734,478 ¥676,574 $7,814,427
Lease obligations 11,327 15,094 120,512

Guarantee deposits received and other 6,866 7,382 73,050
Unsecured corporate bonds due on various dates through August 31, 2016 – generally at 
   0.45 (0.54 in 2012) to 1.16% * 154 211 1,638
Less: Portion due within one year (326,228) (307,451) (3,470,879)

¥426,597 ¥391,811 $4,538,748

* These bonds were issued by KOUNAN Ticket Corporation, a consolidated subsidiary of the Company.

The annual average interest rates applicable to long-term debt from banks and other financial institutions at March 31, 2013 and 2012 were 1.76%.

The Companies’ assets pledged as collateral at March 31, 2013 and 2012 were summarized as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Real estate for sale ¥1,220 ¥     — $12,980

Buildings and structures 109 519 1,159

Land 1,636 3,891 17,406

Other current assets 2,347 3,488 24,970

¥5,313 ¥7,899 $56,527

The liabilities secured by the above assets pledged as collateral were summarized as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Short-term bank loans ¥1,116 ¥1,450 $11,873

Long-term debt (including the portion due within one year) 1,155 2,594 12,288

Other long-term liabilities 76 96 808

¥2,349 ¥4,140 $24,992
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In addition to the above, direct installment receivables of ¥111,280 million ($1,183,955 thousand) and ¥111,281 million were pledged as collateral against the line of credit at 
March 31, 2013 and 2012. There was no outstanding loan balance at March 31, 2013 and 2012.

The aggregate annual maturities of long-term debt from banks and other financial institutions at March 31, 2013 were as follows:

Years ending March 31, Millions of yen
Thousands of 
U.S. dollars

2014 ¥321,296 $3,418,406
2015 197,592 2,102,266
2016 133,104 1,416,150
2017 62,755 667,677
2018 17,706 188,381
2019 and thereafter 2,022 21,512

¥734,478 $7,814,427

The aggregate annual maturities of lease obligations at March 31, 2013 were as follows:

Years ending March 31, Millions of yen
Thousands of 
U.S. dollars

2014 ¥  4,874 $  51,856
2015 4,334 46,111
2016 1,591 16,927
2017 401 4,266
2018 125 1,329

¥11,327 $120,512

The aggregate annual maturities of unsecured corporate bonds outstanding at March 31, 2013 were as follows:

Years ending March 31, Millions of yen
Thousands of 
U.S. dollars

2014* ¥   56 $    595
2015 49 521
2016 32 340
2017 15 159
2018 — —

¥154 $1,638

* The balance of unsecured corporate bonds maturing within one year is included in unsecured corporate bonds under long-term liabilities on the consolidated balance sheets.

12. Finance Payables to Member Merchants
Finance payables represent amounts payable to member merchants who sold goods or services to consumers using credit facilities of the Companies.

When installment purchase contracts from member merchants are accepted by the Companies, “Finance payables to member merchants” are recorded in an amount 
payable by the Companies after deduction of commissions. Subsequently, the accounts payable are paid in cash or by the issuance of promissory notes.

13. Income Taxes 
At March 31, 2013 and 2012, significant components of deferred tax assets and liabilities (both current and non-current) were as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Deferred tax assets due to:
Allowance for credit losses in excess of tax limit ¥   42,812 ¥   53,854 $    455,495
Impairment losses on fixed assets 10,317 10,366 109,766
Provision of allowance for losses on interest refunds 10,453 9,543 111,213
Provision of accrued retirement benefits 4,824 4,954 51,324
Net tax loss carried forward * 100,321 111,738 1,067,358
Other 11,449 9,663 121,810

Total gross deferred tax assets 180,179 200,120 1,917,001
Less: Valuation allowance (157,024) (176,595) (1,670,645)
Total deferred tax assets 23,154 23,524 246,345

Deferred tax liabilities (231) (198) (2,457)
Net deferred tax assets ¥   22,922 ¥   23,326 $    243,877

*  Deferred tax assets related to tax loss carried forward are recorded because the Japanese accounting standard requires that the benefit of tax loss carried forward be estimated and 
recorded as an asset, with deduction of valuation allowance if it is expected that some portions or all of the deferred tax assets will not be realized.
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Reconciliations between the statutory tax rates and the effective tax rates for the years ended March 31, 2013 and 2012 were as follows:

2013 2012

Statutory tax rate 37.8% 40.4%

Add (deduct):

Valuation allowance (28.6) (59.4)

Per capita inhabitant tax 4.7 6.1

Entertainment expenses, etc., not deductible for income tax purposes 5.0 5.9

Adjustment to deferred tax assets due to changes in tax rates — 52.3

Other 0.3 (5.1)

Effective tax rate 19.2% 40.2%

14. Retirement Benefit Plan
The Company and its domestic consolidated subsidiaries have defined benefit plans, i.e., corporate pension fund plans and lump-sum payment plans. The Company has 
established the retirement benefits trust for lump-sum payment plans.

Accrued retirement benefits for employees have been provided mainly at the amount calculated based on the projected benefit obligations and the fair value of the plan 
assets as of balance sheet date, as adjusted for unrecognized actuarial gains or losses, unrecognized prior service cost and unrecognized net retirement benefit obligation 
at transition.

The accrued retirement benefits as of March 31, 2013 and 2012 were analyzed as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Projected benefit obligations ¥49,226 ¥46,047 $523,736

Plan assets at fair value (25,203) (21,815) (268,145)

Retirement benefits trust (9,401) (7,260) (100,021)

14,620 16,971 155,548

Unrecognized transition amount (1,075) (1,612) (11,437)

Unrecognized actuarial gains or losses (112) (1,557) (1,191)

Unrecognized prior service cost 11 17 117

¥13,444 ¥13,818 $143,036

Certain consolidated subsidiaries apply the simplified method to calculate projected benefit obligations.

Net periodic pension costs related to the retirement benefits for the years ended March 31, 2013 and 2012 were as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Service cost ¥1,894 ¥1,868 $20,151

Interest cost 912 883 9,703

Expected return on plan assets (544) (499) (5,787)

Amortization of transition amount 537 537 5,713

Amortization of actuarial gains or losses 858 917 9,128

Amortization of prior service cost (6) (6) (63)

Net periodic pension cost ¥3,652 ¥3,700 $38,855

Assumptions used in calculation of the above information were as follows:

2013 2012

Discount rate 1.5% 2.0%

Expected rate of return on plan assets 2.5% 2.5%

Method of attributing the projected benefits to periods of services Straight-line basis Straight-line basis

Amortization of transition amount 15 years (the Company) 15 years (the Company)

Amortization of unrecognized actuarial gains or losses 13 years (the Company) 
     5 years (one subsidiary)

13 years (the Company)
     5 years (one subsidiary)

Amortization of prior service cost 13 years (the Company) 13 years (the Company)
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15. Commitments and Contingent Liabilities
At March 31, 2013 and 2012, the Companies guaranteed the housing loans of employees from financial institutions amounting to ¥2,315 million ($24,630 thousand) and 
¥3,240 million, respectively. Notes receivable discounted were ¥26 million ($276 thousand) and ¥65 million at March 31, 2013 and 2012, respectively.

16. Asset Retirement Obligations 
Asset retirement obligations recognized by the Companies are determined by estimating the costs to be incurred upon restoration to the original state in connection with 
lease agreements of real estate such as office properties.

The Companies estimate the period for which they can use properties to be from 1 to 50 years and from 7 to 50 years and apply a discount rate of 0.3% to 3.0% and 3.0% 
to calculate asset retirement obligations at March 31, 2013 and 2012, respectively.

Changes in the balance of asset retirement obligations for the years ended March 31, 2013 and 2012 were as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Balance at the beginning of the year ¥259 ¥269 $2,755

Increase due to acquisition of property and equipment 22 5 234

Accretion expense 8 8 85

Decrease due to settlement of asset retirement obligations (47) (47) (500)

Other changes, net 54 23 574

Balance at the end of the year ¥297 ¥259 $3,159

17. Net Assets
(1) Common stock and preferred stock at March 31, 2013 were as follows:

Thousands of shares Per share

Issued Annual 
dividend 
ratio *4

Liquidation 
value 
(yen)Class of stock Authorized

At April 1,
2012 Increase Decrease

At March 31,
2013

Stock Issued and Outstanding:
Common Stock *1 1,825,000 681,922 29,127 — 711,049 — —

1st Series Class I Preferred Stock 140,000 140,000 — — 140,000
+1.00% to 

+2.75%
1,000

1st Series Class J Preferred Stock *3 150,000 145,000 — — 145,000 +1.00% 1,000
2,115,000 966,922 29,127 — 996,049

Treasury Stock:
Common Stock *2 74 5 26 52 — —
1st Series Class J Preferred Stock *3 — 4,060 — 4,060 — —

74 4,065 26 4,112

*1.  The number of outstanding shares of common stock increased by 29,127 thousand shares since put options attached to 1st Series Class J Preferred Stock were exercised and 29,000 
thousand shares of common stock were issued in exchange and subscription rights to shares (stock options) were exercised and 127 thousand shares of common stock were issued in 
exchange.

*2.  The number of shares of common stock for treasury increased by 5 thousand shares due to the purchase of shares less than one unit and decreased by 26 thousand shares due to the 
exercise of subscription rights to shares (stock options).

*3.  The number of treasury stock of 1st Series Class J Preferred Stock increased by 4,060 thousand shares due to the exercise of put options. They were held by the Company as treasury 
stock in accordance with Article 155 (iv) of the Companies Act, and then, the Company cancelled them in accordance with Article 178 (1) of the Companies Act on May 7, 2013. The 
Company did not bear costs for the cancellation.

*4. Spread against yen TIBOR (6 months).

Holders or registered pledgees of preferred stocks are entitled to receive annual dividends and distribution of residual assets of the Company as set out above in priority 
to holders of the common stock but pari passu among themselves. The Company may pay one-half of the annual dividend payable on each class of preferred stocks as an 
interim dividend. Dividends on the preferred stocks are not cumulative. Holders of preferred stocks are not entitled to vote at a general meeting of shareholders.

The following preferred stock is convertible into common stock at the option of the holder. Additional information of conversion is as follows:

Class of stock Conversion period Current conversion price

1st Series Class J Preferred Stock November 1, 2010 to November 1, 2020 ¥140

The above preferred stock which has not been converted as described above by the end of the conversion period will be converted into common stock on the day following 
the end of the conversion period on the prescribed terms of the preferred stock.
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Japanese companies are subject to the Companies Act. The significant areas in the Companies Act that affect financial and accounting matters are summarized below:

(a) Dividends
Under the Companies Act, companies can pay dividends at any time during the fiscal year in addition to the year-end dividend upon resolution at the shareholders’ meeting. 
For companies that meet certain criteria such as; (1) having the Board of Directors, (2) having independent auditors, (3) having the Board of Corporate Auditors, and (4) the 
term of service of the directors is prescribed as 1 year rather than 2 years of normal term by its articles of incorporation, the Board of Directors may declare dividends at 
any time during the fiscal year (except for dividends-in-kind) if the company has prescribed so in its articles of incorporation.

The Company meets all the above criteria.
The Companies Act permits companies to distribute dividends-in-kind (non-cash assets) to shareholders subject to a certain limitation and additional requirements.
Semiannual interim dividends may also be paid once a year upon resolution by the Board of Directors if the articles of incorporation of the company so stipulate.
The Companies Act also provides certain limitations on the amounts available for dividends or the purchase of treasury stock. The limitation is defined as the amount 

available for distribution to the shareholders, but the amount of net assets after dividends must be maintained at no less than ¥3 million.

(b) Increases or decreases and transfer of common stock, reserve and surplus
The Companies Act requires that an amount equal to 10% of dividends must be appropriated as a legal reserve (a component of retained earnings) or as additional paid-in 
capital (a component of capital surplus) depending on the equity account charged upon the payment of such dividends until the total of aggregate amount of legal reserve 
and additional paid-in capital equals 25% of the common stock. Under the Companies Act, the total amount of additional paid-in capital and legal reserve may be reversed 
without limitation of such threshold.

The Companies Act also provides that common stock, legal reserve, additional paid-in capital, other capital surplus and retained earnings can be transferred among the 
accounts under certain conditions upon resolution at the shareholders’ meeting.

(c) Treasury stock and treasury stock acquisition rights
The Companies Act also provides for companies to purchase treasury stock and dispose of such treasury stock by resolution of the Board of Directors. The amount of 
treasury stock purchased cannot exceed the amount available for distribution to the shareholders, which is determined by a specific formula. Under the Companies Act, 
stock acquisition rights, which were previously presented as a liability, are now presented as a separate component of net assets.

The Companies Act also provides that companies can purchase both treasury stock acquisition rights and treasury stock. Such treasury stock acquisition rights are 
presented as a separate component of net assets or deducted directly from stock acquisition rights.

The appropriation of retained earnings reflected in the accompanying consolidated statements of changes in net assets represents the results of an appropriation made 
in the fiscal year in which it was approved by the shareholders’ meeting and disposed of during the fiscal year, rather than those in the years to which they relate.

(2) Subscription rights to shares for the year ended March 31, 2013 were as follows:

Number of shares issued (in thousands) Balance at March 31, 2013

Company Description
Type of shares 

issued
At April 1,

2012 Increase Decrease
At March 31,

2013 Millions of yen
Thousands of 
U.S. dollars

Parent company
Subscription rights 
to shares as stock 
options

Common
stock

— — — — ¥52 $553

18. Stock Options
The Company has adopted a stock option plan under which subscription rights to shares are granted to directors and executive officers of the Company.

The stock options outstanding as of March 31, 2013 were as follows:

Stock option: 1st Subscription Rights to Shares

Grantees: 11 directors

21 executive officers

Number of options granted*: Common stock, 476,500 shares

Grant date: August 26, 2010

Vesting period: From June 25, 2010 to June 29, 2011

Exercise period: From August 27, 2010 to August 26, 2030

Stock option: 2nd Subscription Rights to Shares

Grantees: 10 directors

21 executive officers

Number of options granted*: Common stock, 335,000 shares

Grant date: August 25, 2011

Vesting period: From June 29, 2011 to June 27, 2012

Exercise period: From August 26, 2011 to August 25, 2031

Stock option: 3rd Subscription Rights to Shares

Grantees: 10 directors

20 executive officers

Number of options granted*: Common stock, 223,500 shares

Grant date: August 23, 2012

Vesting period: From June 27, 2012 to June 27, 2013

Exercise period: From August 24, 2012 to August 23, 2032

*The number of stock options is shown in the number of shares.
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The movement in stock options for the years ended March 31, 2013 and 2012 was as follows. The number of stock options is shown in the number of shares.

Year ended March 31, 2012

1st Subscription 
Rights to Shares

2nd Subscription 
Rights to Shares

Non-vested: (Number of shares) (Number of shares)

Outstanding as of March 31, 2011 429,000 —

Granted — 335,000

Forfeited — 3,500

Vested 116,500 21,000

Outstanding as of March 31, 2012 312,500 310,500

Vested:

Outstanding as of March 31, 2011 25,500 —

Vested 116,500 21,000

Exercised 109,500 –

Forfeited — –

Outstanding as of March 31, 2012 32,500 21,000

Year ended March 31, 2013

1st Subscription
Rights to Shares

2nd Subscription
Rights to Shares

3rd Subscription 
Rights to Shares

Non-vested: (Number of shares) (Number of shares) (Number of shares)

Outstanding as of March 31, 2012 312,500 310,500 —

Granted — — 223,500

Forfeited — — 1,000

Vested 57,500 50,000 9,000

Outstanding as of March 31, 2013 255,000 260,500 213,500

Vested:

Outstanding as of March 31, 2012 32,500 21,000 —

Vested 57,500 50,000 9,000

Exercised 90,000 64,000 —

Forfeited — — —

Outstanding as of March 31, 2013 — 7,000 9,000

Exercise price
¥1 per share

($0.01 per share)
¥1 per share

($0.01 per share)
¥1 per share

($0.01 per share)

Average stock price upon exercise ¥103.86 ($1.10) ¥103.50 ($1.10) —

Fair value per share at the grant date
¥57.00 per share
($0.60 per share)

¥75.00 per share
($0.79 per share)

¥105.00 per share
($1.11 per share)

The assumption used to estimate the fair value of the 3rd Subscription Rights to Shares was as follows:

Estimation method: Black-Scholes option pricing model

Volatility of the share price: *1 40.499%

Expected remaining period: *2 1.86 years

Expected dividend: *3 ¥0 per share

Risk-free rate: *4 0.093%

*1.  The Company used the historical volatility calculated based on historical data of the Company’s share prices for past 97 weeks which was equivalent to the expected remaining period 
(1.86 years) from the grant date of August 23, 2012.

*2.  Expected remaining period was calculated by adding the period up to 10 days after exercise date of this subscription right to shares to the average tenure of the directors and executive 
officers of the Company.

*3. The Company assumed no dividend to be declared.
*4. The yield of Japanese government bonds corresponding to the relevant expected remaining period was used.

Since it is extremely difficult to estimate the number of future forfeitures, the Company adopts a method where the actual number of forfeitures is used.
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19. Financial Instruments
Overviews
(1) Policy for financial instruments
The Companies’ main operation is “consumer finance service,” and the Companies also engage in the credit collection services and credit-related outsourcing businesses. 
The Companies finance through direct finance such as loans, corporate bonds, commercial papers and the securitization of receivables. Also, the Companies enter into 
interest rate option transactions such as cap transactions and interest rate swap transactions to cut down and equalize finance cost.

(2) Types of financial instruments and related risk
Financial assets held by the Companies are mainly operating receivables from individuals and are exposed to credit risk. Due to changes such as customers’ income 
environment, there is a possibility of failure to perform their contractual obligations. Investments in securities mainly consist of equity securities, bonds and investment 
trusts. The Companies own the above securities for held-to-maturity purpose, net investment purpose, and business promotion purpose. They are exposed to credit risk of 
the issuers, interest rate fluctuation risk, and market fluctuation risk. Assets and liabilities denominated in foreign currencies are exposed to foreign currency risk.

Loans, unsecured corporate bonds and commercial papers are exposed to liquidity risk which is the risk of default at the due dates when the Companies cannot access 
to market under certain environment. The Companies have floating interest rate loans which are exposed to interest rate fluctuation risk; however, the Companies utilize 
interest rate option transactions such as cap transactions and interest rate swap transactions to hedge the above risk.

To hedge interest rate fluctuation risk in the future, there are derivative transactions such as interest rate cap transactions and interest rate swap transactions. 
The Company utilizes them as hedging instruments to reduce interest rate fluctuation risk in loans as hedged items and adopts deferral hedge accounting. There is no 
derivative transaction for speculative purpose. The Company evaluates the effectiveness of their hedging activities by seeking the correlation of the benchmark interest rate 
fluctuation ranges between the hedging instruments and the related hedged items. No interest rate cap transactions are currently executed.

(3) Risk management of financial instruments

(a) Credit risk management 
The Company establishes “credit control group” as a separate and independent body from sales promotion function to manage credit risk. “Credit division” in the “credit 
control group” manages the individual customers’ credit condition and credit standing.

The credit condition and credit standing are periodically reported to “credit committee,” in which the measures for appropriate credit are discussed and determined.
For operating receivables, the Company establishes a system to perform credit inspection individually based on the “work authorization rules” and “credit procedures.”
For delinquent receivables, the Company establishes the “administration group” as a specialized group in relation to collection of receivables and manages receivables 

in the early stage to mitigate the risk. In addition, the Company corresponds to the effect of the risk exposure by recognizing appropriate allowance based on the “allowance 
for credit losses and write-offs rules, bylaws and related operating principles.”

The Company establishes a system in which the status of these credit risk management is discussed in the “overall risk management committee” that is held once every 
3 months and their contents are reviewed by the management meeting and Board of Directors’ meeting.

(b) Market risk management
(i) Interest rate risk management
The Company establishes “ALM division” in “finance department,” as a special division of ALM. Based on the ALM operation principles determined by the management 
meeting, “ALM committee” that is held monthly in principle controls interest rate risk through gap position and maturity ladder approach.

The status of these interest rate risk management is discussed in the “overall risk management committee” that is held once every 3 months, and the Company 
establishes a system in which the contents are reviewed by the management meeting and Board of Directors’ meeting.

Also, interest rate swap transactions are utilized to hedge interest rate fluctuation risk.

(ii) Foreign currency risk management
The Companies manage foreign currency risk on individual transaction basis.

(iii) Price fluctuation risk management
Most of the investments in securities the Companies own are for held-to-maturity purpose and business promotion purpose, and the Companies manage the risk by 
monitoring counterparties’ market environment and financial condition periodically.

(iv) Derivative transactions
The Company establishes internal rules for derivative transactions which were determined by the Board of Directors and defines the related policies, standards of 
treatment, management method and reporting structure.

Execution of derivative transactions requires the approval from the Board of Directors, and the execution and management are operated under mutual supervision 
system.

(v) Quantitative information in connection with market risk
The Company uses, for all financial instruments, the impact on income and loss for the immediate five years using a reasonably anticipated range of fluctuations for the 
five-year period after the balance sheet date for quantitative analysis to manage interest rate fluctuation risk. The relevant impact is calculated by classifying applicable 
financial instruments into a fixed-rate group and a floating-rate group and breaking down the balances by the appropriate durations based on each designated date of 
interest payments.

The major financial instruments exposed to interest rate risk, which is the primary risk factor for the Companies, are short-term bank loans, long-term debt, commercial 
papers, securitized receivables, unsecured corporate bonds and interest rate swaps.

Assuming risk factors other than interest rates stay constant, as of March 31, 2013, the Companies estimate that income before income taxes and minority interests 
would decrease by ¥434 million ($4,617 thousand) for the year ending March 31, 2014 (decrease by ¥355 million for the year ending March 31, 2013 as of March 31, 2012) if 
the benchmark interest rate rose by 10 basis points (0.1%), and that income before income taxes and minority interests would increase by ¥434 million ($4,617 thousand) for 
the year ending March 31, 2014 (increase by ¥355 million for the year ending March 31, 2013 as of March 31, 2012) if the benchmark interest rate fell by 10 basis points (0.1%). 
This impact was calculated based on the assumption that risk factors other than interest rates stay constant, and a correlation between interest rates and other risk factors 
was not taken into account.

In addition, if any interest rate fluctuation exceeds the reasonably anticipated range, the impact may exceed the calculated amounts.

(c) Liquidity risk management in connection with financing
The Company establishes the “ALM division” in the “finance department,” as a special division of ALM. The “ALM committee” that is held monthly in principle performs 
liquidity risk management such as diversity of the financing method, acquisition of commitment lines from multiple financial institutions, and adjustment between current 
and long-term balances considering the market environment.

The status of these liquidity risk management is discussed in the “overall risk management committee,” which is held once every 3 months, and the Company 
establishes a system in which their contents are reviewed by the management meeting and Board of Directors’ meeting.
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(4) Supplemental explanation on fair value of financial instruments
The fair values of financial instruments include values which are reasonably calculated in case market prices do not exist as well as the values based on market prices. 
As the calculation of those values includes certain assumptions, those values may vary when different assumptions are applied. Also, for the contract amount regarding 
derivative transactions in “(a) Fair value of financial instruments,” the contract amount itself does not indicate market risk related to derivative transactions.

Estimated Fair Value of Financial Instruments
(a) Fair value of financial instruments
Carrying amount on the consolidated balance sheet, fair value and their difference of financial instruments at March 31, 2013 and 2012 were as follows. The financial 
instruments whose fair value is extremely difficult to determine are excluded from the table below.

Millions of yen

2013

Carrying amount 
on the consolidated 

balance sheet *1 Fair value *1 Difference

(i) Cash and bank deposits ¥150,638 ¥    150,638 ¥        —

(ii) Operating receivables *2 971,939 1,001,249 29,309

(iii) Investments in securities 

   Held-to-maturity debt securities 475 569 94

   Available-for-sale securities 2,387 2,387 —

(iv) Finance payables to member merchants (335,057) (335,057) —

(v) Short-term bank loans (71,584) (71,584) —

(vi) Accrued expenses and other current liabilities 

   Commercial papers (128,900) (128,900) —

(vii) Unsecured corporate bonds (154) (155) (1)

(viii) Long-term debt (including current portion of long-term debt) (734,478) (736,143) (1,665)

(ix) Derivative transactions *3

   Hedge accounting is applied (521) (521) —

Millions of yen

2012

Carrying amount 
on the consolidated 

balance sheet *1 Fair value *1 Difference

(i) Cash and bank deposits ¥  97,923 ¥     97,923 ¥        —

(ii) Operating receivables *2 977,037 1,005,344 28,307

(iii) Investments in securities 

   Held-to-maturity debt securities 416 517 100

   Available-for-sale securities 2,504 2,504 —

(iv) Finance payables to member merchants (298,684) (298,684) —

(v) Short-term bank loans (133,003) (133,003) —

(vi) Accrued expenses and other current liabilities 

   Commercial papers (146,600) (146,600) —

(vii) Unsecured corporate bonds (211) (212) (1)

(viii) Long-term debt (including current portion of long-term debt) (676,574) (677,555) (980)

(ix) Derivative transactions *3 

   Hedge accounting is applied (784) (784) —
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Thousands of U.S. dollars

2013

Carrying amount 
on the consolidated 

balance sheet *1 Fair value *1 Difference

(i) Cash and bank deposits $  1,602,702 $  1,602,702 $          —

(ii) Operating receivables *2 10,340,876 10,652,718 311,831

(iii) Investments in securities 

   Held-to-maturity debt securities 5,053 6,053 1,000

   Available-for-sale securities 25,396 25,396 —

(iv) Finance payables to member merchants (3,564,815) (3,564,815) —

(v) Short-term bank loans (761,612) (761,612) —

(vi) Accrued expenses and other current liabilities 

   Commercial papers (1,371,422) (1,371,422) —

(vii) Unsecured corporate bonds (1,638) (1,649) (10)

(viii) Long-term debt (including current portion of long-term debt) (7,814,427) (7,832,141) (17,714)

(ix) Derivative transactions *3 

   Hedge accounting is applied (5,543) (5,543) —

*1. The liability position is shown as negative.
*2.  Operating receivables include direct installment receivables and beneficiary certificates retained for receivable securitization, and allowance for credit losses is deducted from 

the carrying amount. Carrying amount on the consolidated balance sheet of the direct installment receivables includes unearned finance income. Guaranteed loan receivables are 
excluded from the above as it is the contra account of guaranteed loan payables.

*3. Net receivables and payables arising from derivative transactions are presented on a net basis, and the payables position is shown as negative.

Valuation method for fair value of financial instruments and information on investments in securities and derivative transactions are as follows:

(i) Cash and bank deposits
For bank deposits without maturities, fair value is based on carrying value since the fair value approximates the carrying value. For deposits with maturities, as they are 
short-term within one year, fair value is based on carrying value since the fair value approximates the carrying value.

(ii) Operating receivables
For direct installment receivables, fair value is measured by discounting the estimated future cash flows of the principal and interest, which includes beneficiary certificates 
retained for receivable securitization, using the market interest rate. For delinquent receivables, fair value is based on carrying value, net of applicable allowance for credit 
losses, since the uncollectible amount is estimated considering the collectability and accordingly the fair value approximates such amount.

(iii) Investments in securities
For fair value of investments in securities, stocks are based on the price on stock exchanges, and bonds are based on the price on bond markets or prices provided by the 
counterparty financial institutions. Fair value of investment trusts is based on the public constant value.

(iv) Finance payables to member merchants
Fair value is based on carrying value since the fair value approximates the carrying value when it is scheduled to be settled in a short period of time. Those related to 
collection guarantees are excluded.

(v) Short-term bank loans and (vi) Commercial papers
Fair value is based on carrying value since the fair value approximates the carrying value considering it is scheduled to be settled in a short period of time.

(vii) Unsecured corporate bonds
For floating rate bonds, fair value is based on carrying value since the carrying value is deemed to approximate the fair value because the interest rate reflects the market 
interest in a short period of time and there is no change of the credit condition. For fixed rate bonds, fair value is measured as the net present value by discounting the total 
amount of principal and interest using the interest rate applied to the issuance of the same kind of bond.

(viii) Long-term debt and current portion of long-term debt
For floating rate long-term debt, fair value is based on carrying value since the carrying value is deemed to approximate the fair value because the interest rate reflects the 
market interest and the Companies’ credit condition in a short period of time. For fixed rate long-term debt, fair value is measured as the net present value by discounting 
the total amount of principal and interest by category of the term (for those loans which meet certain criteria to adopt the exceptional treatment of interest rate swap 
transactions, fair value is determined as the total amount of principal and interest using the interest rate of interest rate swap transactions) using the interest rate applied 
to the same kind of loan.

(ix) Derivative transactions
Information of fair value for derivative transactions is described in Note 20. Derivative Transactions.

(b) Financial instruments whose fair value is deemed to be extremely difficult to determine at March 31, 2013 and 2012 were as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Unlisted securities ¥5,478 ¥5,420 $58,282

The above securities are not included in (iii) Investments in securities in the table above, as there are no market prices available, their future cash flows cannot be estimated 
and it is deemed to be extremely difficult to determine the fair value.

31Orient Corporation



(5) The redemption schedule for financial receivables and securities with maturities subsequent to March 31, 2013 was as follows:

Millions of yen

Due within 
one year

Due after one
 year through 

two years

Due after two 
years through 

three years

Due after three 
years through 

four years

Due after four 
years through 

five years
Due after 
five years

Bank deposits ¥150,455 ¥          — ¥         — ¥        — ¥        — ¥          —

Operating receivables 521,023 115,833 62,851 39,856 36,529 195,844

Investments in securities       

Held-to-maturity debt securities — — — 475 — —

Total ¥671,479 ¥115,833 ¥62,851 ¥40,331 ¥36,529 ¥195,844

Thousands of U.S. dollars

Due within 
one year

Due after one
 year through 

two years

Due after two 
years through 

three years

Due after three 
years through 

four years

Due after four 
years through 

five years
Due after 
five years

Bank deposits $1,600,755 $              — $          — $          — $          — $              —

Operating receivables 5,543,387 1,232,397 668,698 424,045 388,647 2,083,668

Investments in securities       

Held-to-maturity debt securities — — — 5,053 — —

Total $7,144,153 $1,232,397 $668,698 $429,098 $388,647 $2,083,668

(6) The redemption schedule for long-term debt is disclosed in Note 11. Short-Term Bank Loans, Long-Term Debt, and Lease Obligations.

20. Derivative Transactions
Derivative transactions to which hedge accounting was applied at March 31, 2013 and 2012 were as follows:

Interest-rate related:

Millions of yen

2013

Contract amount, etc.

Hedge accounting method and transaction type
Hedged

item Total  Over 1 year Fair value*1

Principle method

Interest rate swap transactions

(Payable fixed/Receivable floating)

Short-term bank loans and 

long-term debt
¥  49,272 ¥  44,872 ¥(521)

Exceptional treatment 

Interest rate swap transactions

(Payable fixed/Receivable floating)
Long-term debt 161,707 154,112 *2

¥210,979 ¥198,984 ¥(521)

Millions of yen

2012

Contract amount, etc.

Hedge accounting method and transaction type 
Hedged

item Total  Over 1 year Fair value*1

Principle method

Interest rate swap transactions

(Payable fixed/Receivable floating)

Short-term bank loans and 

long-term debt
¥  66,254 ¥  62,254 ¥(784)

Exceptional treatment

Interest rate swap transactions

(Payable fixed/Receivable floating)
Long-term debt 155,445 138,395 *2

¥221,699 ¥200,649 ¥(784)
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Thousands of U.S. dollars

2013

Contract amount, etc.

Hedge accounting method and transaction type
Hedged

item Total  Over 1 year Fair value*1

Principle method

Interest rate swap transactions

(Payable fixed/Receivable floating)

Short-term bank loans and 

long-term debt
$   524,225 $   477,412 $(5,543)

Exceptional treatment 

Interest rate swap transactions

(Payable fixed/Receivable floating)
Long-term debt 1,720,470 1,639,663 *2

$2,244,696 $2,117,076 $(5,543)

*1 Fair value is determined at the quoted price obtained from the counterparty financial institutions.
*2  Fair value of interest rate swap transactions to which the exceptional treatment is applied is included in the fair value of long-term debt as hedged item disclosed in Note 19. Financial 

Instruments.

21. Breakdown of Consumer Finance Service Revenue
Consumer finance service revenue for the years ended March 31, 2013 and 2012 consisted of the following:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Consumer credit ¥  36,987 ¥  37,039 $   393,520

Credit card shopping 35,239 31,626 374,922

Direct cash loans 38,750 45,025 412,277

Guarantee and loan agent services 82,237 80,085 874,954

Other 2,644 2,662 28,130

¥195,859 ¥196,439 $2,083,828

The amounts of revenue on securitization of direct installment receivables included in consumer finance service revenue were as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Consumer credit ¥21,208 ¥21,266 $225,641

Credit card shopping 11,928 8,239 126,907

Direct cash loans 22,575 25,069 240,185

¥55,713 ¥54,575 $592,754

22. Breakdown of Selling, General and Administrative Expenses
Selling, general and administrative expenses for the years ended March 31, 2013 and 2012 consisted of the following:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Provision of allowance for point program ¥     4,116 ¥    4,482 $      43,791

Provision of allowance for credit losses 45,458 59,935 483,647

Provision of allowance for losses on interest refunds 25,049 11,027 266,507

Employees’ salaries 32,406 33,830 344,781

Retirement benefits expenses 3,652 3,700 38,855

Provision of accrued bonuses 3,188 3,422 33,918

Outsourcing fee 23,176 22,657 246,579

Other 52,636 54,059 560,017

¥189,685 ¥193,116 $2,018,140
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23. Impairment Loss
For the year ended March 31, 2013, the Company’s consolidated subsidiaries recorded impairment losses on the following asset group:

Use Type Amount Millions of yen Amount Thousands of U.S. dollars

Other Goodwill ¥174 $1,851

The Company and its consolidated subsidiaries classify assets used for consumer finance service as the consumer finance service group, and group other assets by the 
smallest unit of which cash flows are separately identifiable in principle.

For the year ended March 31, 2013, as a result of revaluation of certain businesses of the Company’s consolidated subsidiary, the carrying amount of goodwill was 
reduced to the recoverable amount, and the reduction was recognized as an impairment loss in Special Loss.

The recoverable amount of the goodwill was measured at value in use and calculated by discounting the future cash flows at 9.5%.

For the year ended March 31, 2012, the Company’s consolidated subsidiaries recorded impairment losses on the following asset group:

Location Use Type

Tokyo and elsewhere Other business assets Buildings and structures, and land, etc.

The Company and its consolidated subsidiaries classify assets used for consumer finance service as the consumer finance service group, and group other assets by the 
smallest unit of which cash flows are separately identifiable in principle.

For the year ended March 31, 2012, the decision on the disposal of certain assets of a consolidated subsidiary was made.
The carrying amount of these assets was reduced to the recoverable amount, and the reduction was recognized as an impairment loss amounting to ¥694 million in 

Special Loss.
The impairment loss mainly consisted of buildings and structures amounting to ¥341 million and land amounting to ¥325 million.
The recoverable amount of the assets was measured at the net selling value. Buildings and structures and land were assessed based on real estate appraisal value.

24. Cash Flow Information
Reconciliation of cash and cash equivalents on the consolidated statements of cash flows and cash and bank deposits on the consolidated balance sheets was as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Cash and bank deposits ¥150,638 ¥  97,923 $1,602,702

Less: Time deposits with deposit term of over 3 months — (410) —

Short-term loans included in other current assets — 44,991 —

Cash and cash equivalents ¥150,638 ¥142,504 $1,602,702

25. Comprehensive Income
Reclassification adjustments and income tax effects on components of other comprehensive income for the years ended March 31, 2013 and 2012 were as follows:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Valuation difference on available-for-sale securities:
Gains arising during the year ¥   541 ¥   257 $   5,755
Reclassification adjustments (281) 51 (2,989)

Amount before income tax effect 259 308 2,755
Income tax effect (89) (61) (946)

Total 169 247 1,798
Deferred gains on hedges:

Losses arising during the year (160) (302) (1,702)
Reclassification adjustments 422 387 4,489

Amount before income tax effect 262 85 2,787
Income tax effect — — —

Total 262 85 2,787
Foreign currency translation adjustments:

Gains arising during the year 1,770 10 18,831
Reclassification adjustments — 1,289 —

Amount before income tax effect 1,770 1,300 18,831
Income tax effect — — —

Total 1,770 1,300 18,831
Share of other comprehensive income of associates accounted for using equity method:

Gains arising during the year 0 0 0
Reclassification adjustments — — —

Total 0 0 0
Total other comprehensive income ¥2,202 ¥1,633 $23,428
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26. Related Party Transactions
For the year ended March 31, 2013
(1) Transactions with major shareholders of the Company were as follows:

Name
Voting rights

(%)
Business 

relationship Details of transaction

Transaction amount

Account

Balance

Millions of yen
Thousands of
U.S. dollars Millions of yen

Thousands of
U.S. dollars

Mizuho Corporate 
Bank, Ltd.

Direct
11.44

Borrowing of 
funds

Borrowing of funds, net ¥         — $            — Short-term bank 
loans

¥  25,300 $   269,177

Current portion of 
long-term debt

13,200 140,440

Long-term debt 71,500 760,719

Interest payments 1,441 15,331 Prepaid expenses 0 0

Accrued expenses 80 851

Mizuho Bank, 
Ltd.

Direct 
12.47

Loan business 
alliance

Loan guarantee Debt guarantee 437,621 4,656,037 Guaranteed loan 
payables

775,312 8,248,877

Receipt of 
guarantee fee

44,324 471,582 — — —

Bank guarantee Debt guarantee 195,022 2,074,922 Guaranteed loan 
payables

400,849 4,264,804

Commercial loan 
guarantee payables

60 638

Receipt of 
guarantee fee

12,177 129,556 Other current 
assets

1,059 11,267

Notes 1. Interest and guarantee fee rates were determined based on the terms and conditions generally applied to other third-party transactions.
 2. Mizuho Corporate Bank, Ltd. and Mizuho Bank, Ltd. fall under major shareholders and subsidiaries of other affiliated company.

(2) Transactions with a subsidiary of the Company’s other affiliated company were as follows:

Name
Voting rights

(%)
Business 

relationship Details of transaction

Transaction amount

Account

Balance

Millions of yen
Thousands of
U.S. dollars Millions of yen

Thousands of
U.S. dollars

Mizuho Trust & 
Banking Co., Ltd.

Direct 
0.14

Loan business 
alliance

Loan guarantee Debt guarantee ¥83,159 $884,764 Guaranteed loan 
payables

¥271,829 $2,892,105

Receipt of 
guarantee fee

10,975 116,767 — — —

Monetary trust, net (470) (5,000) Credit guarantee trust 
beneficiary rights 

45,436 483,413

Note  Interest and guarantee fee rates were determined based on the terms and conditions generally applied to other third-party transactions.

For the year ended March 31, 2012
(1) Transactions with major shareholders of the Company were as follows:

Name
Voting rights

(%)
Business 

relationship Details of transaction

Transaction amount

Account

Balance

Millions of yen Millions of yen

Mizuho Corporate 
Bank, Ltd.

Direct 
11.93

Borrowing of 
funds

Borrowing of funds, net ¥         —  Short-term bank 
loans

¥  25,300  

Long-term debt 84,700  

Interest payments 1,552  Prepaid expenses 2  

Accrued expenses 64  

Mizuho Bank, 
Ltd.

Direct 
13.01

Loan business 
alliance

Loan guarantee Debt guarantee 370,198  Guaranteed loan 
payables

665,950  

Receipt of 
guarantee fee

38,041  — —  

Bank guarantee Debt guarantee 177,541  Guaranteed loan 
payables

375,564  

Commercial loan 
guarantee payables

286  

Receipt of 
guarantee fee

13,083  Other current 
assets

1,129  

Notes 1. Interest and guarantee fee rates were determined based on the terms and conditions generally applied to other third-party transactions.
 2. Mizuho Corporate Bank, Ltd. and Mizuho Bank, Ltd. fall under major shareholders and subsidiaries of other affiliated company.
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(2) Transactions with a subsidiary of the Company’s other affiliated company were as follows:

Name
Voting rights

(%)
Business 

relationship Details of transaction

Transaction amount

Account

Balance

Millions of yen Millions of yen

Mizuho Trust & 
Banking Co., Ltd.

Direct  
0.15

Loan business 
alliance

Loan guarantee Debt guarantee ¥96,221 Guaranteed loan 
payables

¥308,724

Receipt of 
guarantee fee

12,124 — —

Monetary trust, net 2,384 Credit guarantee trust 
beneficiary rights 

45,907

Note  Interest and guarantee fee rates were determined based on the terms and conditions generally applied to other third-party transactions.

27. Segment Information
(1) Overview of the reportable segments
The reportable segments of the Company are components for which separate financial information is available and whose operating results are regularly reviewed by the 
Board of Directors to assess their business performance and make decisions about resources allocation.

The Company consists of the following three reportable segments which are core businesses of the Company:
• “Installment credit” – credit sale business focusing on auto loans and shopping credit;
• “Credit cards and direct cash loans” – consumer credit cards, credit sale business focusing on individual customers and consumer loans business; and
• “Bank loan guarantee” – guarantee service for personal loans provided by affiliated financial institutions.

(2) Calculation method for the amounts of operating revenues, income and assets for each reportable segment
The accounting policies of the reportable segments are consistent with those described in Note 2. Summary of Significant Accounting Policies. Inter-segment revenues or 
transfers are recorded based on the prices used in ordinary transactions with independent third parties.

(3) Information about operating revenues, income and assets by reportable segment

Millions of yen

2013

Reportable segments

Installment 
credit

Credit cards and 
direct cash loans

Bank loan 
guarantee Total Other *1 Total

Operating revenues

Operating revenues to external customers *2 ¥     86,339 ¥  73,612 ¥    31,072 ¥   191,024 ¥  14,003 ¥   205,028

Inter-segment revenues or transfers 0 0 — 0 9,390 9,391

Total 86,339 73,613 31,072 191,025 23,393 214,419

Segment income 69,321 43,169 20,574 133,065 2,843 135,908

Segment assets *3 2,216,497 567,296 1,002,465 3,786,259 305,295 4,091,555

Millions of yen

2012

Reportable segments

Installment 
credit

Credit cards and 
direct cash loans

Bank loan 
guarantee Total Other *1 Total

Operating revenues

Operating revenues to external customers *2 ¥     83,167 ¥  75,935 ¥  31,908 ¥  191,010 ¥  16,594 ¥  207,605 

Inter-segment revenues or transfers 0 0 — 0 9,097 9,098

Total 83,167 75,935 31,908 191,011 25,692 216,703

Segment income 64,516 37,838 18,770 121,125 1,420 122,545

Segment assets *3 2,058,344 608,877 919,346 3,586,568 343,458 3,930,027
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Thousands of U.S. dollars

2013

Reportable segments

Installment 
credit

Credit cards and 
direct cash loans

Bank loan 
guarantee Total Other *1 Total

Operating revenues

Operating revenues to external customers *2 $     918,597 $   783,189 $     330,588 $  2,032,386 $   148,983 $   2,181,380

Inter-segment revenues or transfers 0 0 — 0 99,904 99,914

Total 918,597 783,200 330,588 2,032,397 248,888 2,281,295

Segment income 737,535 459,293 218,895 1,415,735 30,247 1,445,983

Segment assets *3 23,582,264 6,035,705 10,665,655 40,283,636 3,248,164 43,531,811

*1.  Other represents business segments not included in the reportable segments that include operations such as servicer business and housing loans for which the Companies currently 
do not provide new loans.

*2. Operating revenues to external customers by each reportable segment consisted of the following:

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Installment credit:

Revenue from consumer credit ¥36,987 ¥37,039 $393,520

Revenue from guarantee and loan agent services 49,352 46,127 525,077

Credit cards and direct cash loans:

Revenue from credit card shopping 35,239 31,626 374,922

Revenue from direct cash loans 38,373 44,308 408,266

Bank loan guarantee:

Revenue from guarantee and loan agent services 31,072 31,908 330,588

*3. Segment assets include the balance of securitized direct installment receivables.

(4)  Reconciliations between total of operating revenues, segment income and segment assets for the reportable segments and the 
amounts recorded on the consolidated financial statements

Millions of yen
Thousands of 
U.S. dollars

2013 2012 2013

Operating revenues:

Total reportable segments ¥191,025 ¥191,011 $2,032,397

Other business segments 23,393 25,692 248,888

Corporate revenues 5,608 6,121 59,665

Inter-segment eliminations (9,391) (9,098) (99,914)

Operating revenues on the consolidated financial statements ¥210,636 ¥213,726 $2,241,046

Segment income:

Total reportable segments ¥133,065 ¥121,125 $1,415,735

Other business segments 2,843 1,420 30,247

Corporate expenses * (123,301) (111,102) (1,311,852)

Other (8,548) (8,096) (90,945)

Operating income on the consolidated financial statements ¥    4,058 ¥    3,347 $      43,174

Segment assets:

Total reportable segments ¥3,786,259 ¥3,586,568 $40,283,636

Other business segments 305,295 343,458 3,248,164

Corporate assets 1,110,365 1,041,442 11,813,650

Securitized direct installment receivables (718,498) (681,210) (7,644,408)

Other (3,055) (3,544) (32,503)

Total assets on the consolidated financial statements ¥4,480,366 ¥4,286,715 $47,668,539

* Corporate expenses represent mainly selling, general and administrative expenses excluding provision of allowance for credit losses.
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(5) Related information

(a)  Information by product and service has been omitted for the years ended March 31, 2013 and 2012 since it is consistent with the 
reportable segment information.

(b)  Information by geographical area has been omitted for the years ended March 31, 2013 and 2012 since operating revenues from external 
customers in Japan constituted more than 90% of operating revenues in the consolidated statements of operations and the balance of 
property and equipment located in Japan constituted more than 90% of the balance in the consolidated balance sheets. 

(c)  Information by major customer has been omitted for the years ended March 31, 2013 and 2012 since there was no specific external 
customer representing 10% or more of operating revenues in the consolidated statements of operations.

(d) Information about impairment losses on fixed assets
For the year ended March 31, 2013, impairment losses on certain fixed assets of the Company’s consolidated subsidiaries amounting to ¥174 million ($1,851 thousand) were 
recorded in Other. Details are described in Note 23. Impairment Loss.

For the year ended March 31, 2012, impairment losses on certain fixed assets of the Company’s consolidated subsidiaries amounting to ¥694 million were recorded in Other. 
Details are described in Note 23. Impairment Loss.

(e) Information about goodwill
Goodwill was previously incurred from business combinations and was not allocated to the reportable segments since it was not allocable. For the years ended March 31, 
2013 and 2012, amortization of unallocated goodwill was ¥109 million ($1,159 thousand) and ¥131 million, respectively, and as of March 31, 2013 and 2012, the unamortized 
balance was ¥279 million ($2,968 thousand) and ¥559 million, respectively.

(f) Information about gain on negative goodwill
For the year ended March 31, 2013, no gain on negative goodwill was recorded.

For the year ended March 31, 2012, gain on negative goodwill was recorded in Other due to the tender offer with the objective of owning all the shares of Ohtori Corporation, a 
consolidated subsidiary of the Company. Gain on negative goodwill amounting to ¥1,111 million attributable to this event was recognized for the year ended March 31, 2012.
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