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A Message From the President

I would like to express my sincere gratitude to our customers and all others
with whom The Nippon Credit Bank, Ltd. (Nippon Credit) is associated for
their patronage and understanding,.

On December 13, 1998, we were notified of the decision by the Prime
Minister to initiate Special Public Management of Nippon Credit pursuant to
the Law Concerning Emergency Measures for the Reconstruction of the Func-
tions of the Financial System (the Financial Reconstruction Law). As a result,
Nippon Credit was nationalized and all of its shares were acquired by the
Deposit Insurance Corporation on December 17. We, a new management
team, were appointed by the Corporation effective December 25.

I wish to apologize to our shareholders, customers and others who have
supported and worked with us for any inconveniences and concerns that we
caused.

We prepared a Management Rationalization Plan and Business Opera-
tions Standards in March 1999 in accordance with the Financial Reconstruc-
tion Law. Together, they constitute the basic framework for the sustained
business operations of Nippon Credit as an institution under the
government’s direct supervision. The plan and standards were subsequently
approved by the Financial Reconstruction Commission (FRC).

In May 1999, the FRC released the results of an asset assessment con-
ducted to determine which assets are appropriate for Nippon Credit to remain
holding or not. Assets that the FRC categorized as inappropriate will be di-
vested from the bank’s balance sheet, thereby considerably improving our asset
quality and income profile. Fortunately, the issuing volume of bank debentures
has remained satisfactory even after Nippon Credit was placed under Special
Public Management. Furthermore, we have continued to conduct lending and
other activities with many customers with their support and understanding.

To locate a party to assume the operations of Nippon Credit, we ap-
pointed Morgan Stanley as our financial advisor in June. In this manner, we
are making steady progress toward our ultimate goal of completing the Special
Public Management process.

In accordance with our Management Rationalization Plan, we are taking
rigorous actions to drastically cut expenses and dispose of problem assets so
that we can strengthen our asset quality and financial position. By maintaining
and enhancing the value of Nippon Credit, we are determined to bring an end
to the Special Public Management process rapidly and to minimize the need
for public funds.

In closing, I respectfully ask for your continued support and understanding.

July, 1999

Takuya Fujii, President
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The Special Public Management Process

The Special Public Management (SPM) system was cre-
ated in parallel with the October 1, 1998 enforcement
of the Financial Reconstruction Law. This system is
implemented through the acquisition of all of a bank’s
shares by the Deposit Insurance Corporation (DIC)
under conditions prescribed in the law. The bank is then
directly supervised by the government. The objective of
the SPM is not liquidation of the bank, but to locate a
party to which the bank can be transferred through an
equity transaction or transfer of operations. The SPM is
structured to provide the support that banks need to con-
tinue their daily business operations until that time. This
allows banks to maintain or further improve their value
while divesting problem assets.

Following the government’s decision that Nippon
Credit met the provisions of the Financial Reconstruc-
tion Law, Nippon Credit was notified on December 13,
1998 of the commencement of the SPM. Subsequent to
the decision, all of Nippon Credit’s shares were acquired
by the DIC on December 17. The bank made a fresh
start on December 25 with a new management team.

Since then, Nippon Credit has made steady
progress toward an early end of this supervisory status.
One important step was the February 1999 report on
the series of events that led to the commencement of the
SPM, as is prescribed in Article 46 of the Financial
Reconstruction Law. A Business Rationalization Plan was
prepared pursuant to Article 47 of the law, and Business
Operations Standards were prepared in accordance with
Article 48, and subsequently received the approval of the
Financial Reconstruction Commission (FRC). The FRC
then undertook the process of determining which assets
Nippon Credit should continue to hold as a government-
supervised bank. The result of this assessment was
announced in May 1999.

To select a party that can take over the operations
of Nippon Credit, U.S. investment bank Morgan Stanley
was appointed as a financial advisor. An advisory con-
tract was signed in June 1999. The goal is to transfer the
ownership of Nippon Credit as a whole as quickly as
possible in a manner that is fair and transparent.

The purpose of the SPM system, as provided for
e Process to end Special Public Management

in the Financial Reconstruction Law, is to stabilize Japan’s
financial system and maintain a strong framework for
extending credit. As such, the system is supported by
public funds. Nippon Credit is committed to fulfilling
these objectives. As prescribed in the bank’s plan and
standards, an exhaustive cost-cutting program will be
implemented and care will be exercised to ensure that
business operations are conducted to avoid any inconve-
niences to customers. At the same time, Nippon Credit
will place priority on improving asset quality and finan-
cial strength so that the SPM period can end quickly and
public fund requirements can be kept to a minimum.

« Major events after the start of Special Public Management

1998 December 13
December 17

Commencement of Special Public Management

The DIC acquired all Nippon Credit shares
December 25

1999 January 12

Nippon Credit’s new management appointed
Upgrade of Moody’s long-term debt rating return-
ing to investment grade status (from Ba1 to Baa3
for long-term debt; from Baa3 to Baa2 for long-
term deposits; from P3 to P2 for short-term
deposits)

January 27 | Establishment of the Corporate Investigation
Committee

Submission of a report based on Article 46 of the
Financial Reconstruction Law (“Background to the
Decision to Start Special Public Management”)
The Management Rationalization Plan based on
Article 47 of the Financial Reconstruction Law and
the Business Operations Standards based on
Article 48 of the Law were approved by the FRC

Nippon Credit made a partial repayment of ¥20
billion on borrowings from the DIC

Nippon Credit completed repayment of the remain-
ing ¥30 billion of borrowings from the DIC

Asset Assessment Results of Nippon Credit were
announced by the FRC

The Stock Price Evaluation Commission deter-
mined the prices of Nippon Credit shares

February 26

March

—_

March 26

April 23

May 24

June 14

June 15 | Nippon Credit announced appointment of Morgan

Stanley as Financial Advisor (FA)

Acquisition of Nippon Announcement of
%g?&ﬂ?;n;iﬁigf Credit's stocks by the Nippon Credit's
Management - Deposit Insurance "Management
Corporation (DIC) Rationalization Plan" etc.

=y

Announcement of

Nippon Credit's Asset -

Assessment Results

Nippon Credit's
appointment of Financial
Advisor (FA) and signing

of FA agreement

December 13,1998
Article 36 of the Law*

December 17,1998
Article 39 of the Law*

March 1,1999
Article 46-47-48 of the Law*

May 24,1999
Item 3,4 Article 72 of the Law™

June 15,1999

Notification No.2 of the Financial
Reconstruction Commission (FRC)

Disposal of "inappropriate" assets to the
Resolution and Collection Corporation (RCC)
Financial support provided by the DIC for
incurred losses

Agreement with a
— | partner (Memorandum | —
of Understanding)

Closing (Settlement);
End of Special Public
Management

Signing -

Item 1-5 Article 62-72 of the Law* Article 52 of the Law*

*The Law : The Financial Reconstruction Law




Progress Report on the Management Rationalization Plan

Nippon Credit has prepared a Management Rationalization Plan based on Article 47 of the Financial Reconstruction
Law, and the Plan was approved on March 1, 1999 by the Financial Reconstruction Commission (FRC). The Plan
constitutes the basic policy for Nippon Credit, which is now under government’s direct supervision, to continue to
implement business operations according to the provisions of the Financial Reconstruction Law and to fulfill the four
goals stated below.
(1) Early end of the SPM process
(2) Reinforcement of the management system, while maintaining or further improving the Bank’s corporate value
(3) Minimization of public funds required by the Bank
(4) Establishment of a sound accountability system

In order to fulfill each of the four goals, Nippon Credit clarified specific measures on managerial efficiency in
the Management Rationalization Plan. Nippon Credit had announced the Comprehensive Restructuring Plan (here-
inafter referred to as the Restructuring Plan) on April 1, 1997 and thereafter, has successfully implemented measures
for streamlining of the bank. The bank is focusing on even more strict and system-wide rationalization efforts under
the Management Rationalization Plan. Nippon Credit has made steady progress in attaining the goals outlined below.

Reductions in personnel and personnel expenses

* A 40% workforce reduction

Nippon Credit’s goal is to reduce employment to ap-
proximately 1,800. This represents a decrease of ap-
proximately 1,300 which is slightly above 40% of the
peak employment level of 3,086 at the end of April
1993. As of March 1999, the number of employees
was 2,026, a decrease of approximately 230, a reduc-
tion of more than 10% from the previous year.

o Progress in workforce reduction
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« A substantial cut in personnel expenses

Based on the Restructuring Plan, annual remunerations
of Nippon Credit employees have been cut by between
10% and 30% since June 1997. In May 1999, a new
remuneration salary and bonus system was introduced
for managers and family allowances were eliminated. The
final goal is a reduction of about 50% in total personnel

costs from the peak level of 1996.

Expense cuts

Operating expenses at Nippon Credit peaked at ¥64.7
billion in the fiscal year that ended on March 31, 1996.
The goal is to cut expenses by about ¥22.0 billion to an
annual level of ¥43.0 billion.

Operating expenses for the year to March 31, 1999
amounted to ¥49.7 billion, well below the ¥54.1 billion
of the previous fiscal year. Further reductions will be
achieved in the current year. In particular, dramatic steps
will be taken to cut fixed costs. For example, headquar-
ters, which are now spread among three buildings, will
all be moved to the head office building. Many other
cost-cutting actions will be taken. The objective is to ful-
fill the final goal of ¥43.0 billion at the earliest possible
date.

o Progress in reduction of operating cost

(unit:¥ billion)
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Review of operating hases

Nippon Credit closed three domestic branches between
1993 and 1996 and all overseas business branches in
accordance with the Restructuring Plan. A review of
remaining domestic branches and overseas offices will be
conducted from time to time from the standpoint of
necessity and profitability. Cost-cutting steps including
consolidation of leased space will be taken in the mean-
time.




A more streamlined organization

Nippon Credit is implementing a drastic downsizing of
organizations for headquarters and the head office to
improve efficiency. In April and July 1999, Nippon
Credit integrated and abolished several headquarters
divisions. Nippon Credit has been raising the efficiency
of clerical procedures, reinforcing compliance functions,
integrating investment banking operations and upgrad-
ing the centralized management of branch offices. In
addition to slimming down the headquarters structure,
Nippon Credit plans to start a review of business divi-
sions and other functions in October 1999.

Restructuring of affiliated companies

Nippon Credit has conducted a detailed evaluation of
affiliated companies based on the importance of their
business activities, their profitability, long-term poten-
tial and other elements. Appropriate actions are then
taken. Weaker companies are merged with others, closed
or liquidated. For companies with functions that are
expected to enhance Nippon Credit’s corporate value,
steps such as capital enhancement by third parties are
taken to provide a stronger base for their operations.

Sale of fixed assets

Employee housing, including dormitories, employee
welfare facilities and other assets are being sold except
certain multi-family residences.

Disposition of problem assets

On May 25, 1999, Nippon Credit received notification
from the FRC, through the DIC, of the specific assets
that are appropriate to remain on the balance sheet. With
regard to assets that the commission judged inappropri-
ate to retain, Nippon Credit calculated fair market val-
ues and posted the necessary write-offs and loan loss
provisions in the fiscal year ended on March 31, 1999.
The next step is the divestiture of these assets through
their sale to the Resolution and Collection Corporation
and other means. Upon divestiture of problem assets,
Nippon Credit will have a sound balance sheet with
assets totaling approximately ¥6.6 trillion, including loans
and related assets of ¥4.0 trillion.

o Asset assessment results (unit:¥ billion)

Appropriate Inappropriate[Collected  Total(l

Loan assets etc. 4,048.1 3,834.6 238.7 81214
(number of borrowers) 260.6 78.9 57 345.2
Shares 683.3 37.7 6.9 727.9
Bonds / securities 722.0 730 5494 13444
Premises / equipment 443 111 0.1 5.5
Other assets 1,079.5 3.8 841 11674
Total 6,577.2 3,960.2 879.2 11,416.6
financlal derivative products g5 155  18.3 _ 757.0 67,590.8

-Data released by the FRC
-Number of borrowers : Does not include borrowers with housing loans or loans with
cash / security collateral

Concerning management’s responsibility, the pre-
vious management team resigned prior to the prepara-
tion of the Management Rationalization Plan and
payment of retirement allowances was cancelled. Further-
more, all 16 former representative directors of Nippon
Credit who retired since 1989, excluding the deceased,
have been asked to voluntarily return their retirement
allowances. In addition, the Corporate Investigation
Committee was formed in January 1999 to clarify the
responsibilities of previous executives based on Ar-
ticle 50 of the Financial Reconstruction Law.

Business Operations Standards

Besides the Business Rationalization Plan, Nippon Credit
has drawn up Business Operations Standards to clearly
prescribe basic policies for lending and other activities.
The standards were set up pursuant to Article 48 of the
Financial Reconstruction Law to raise its value through
business activities and to improve asset quality under laws
and regulations. The standards were approved by the FRC
on March 1, 1999.

The three operations standards of Nippon Credit
are as follows:
(1) Domestic lending operations
Nippon Credit shall continue to provide funds to sin-
cere, creditworthy customers and work to improve
the quality of the entire loan portfolio. Furthermore,
Nippon Credit shall provide service to clients such as
proposals and information on business and financial
strategies. Nippon Credit shall make efforts to restore
clients’ trust to become a reliable business partner.
(2) Funding operations
Nippon Credit shall work hard to provide the finan-
cial instruments and services that meet customers’
needs while disclosing information in a timely and
appropriate manner to ensure that the bank is trusted
and accurately understood by the public.
(3) Market operations
Nippon Credit shall adopt a conservative stance
regarding market operations, restricting to activities
that are essential to meet the needs of customers.

The Operations Supervisory Committee has been
established to oversee Nippon Credit’s business activi-
ties such as lending, investments and asset divestiture and
to ensure fairness and transparency in decision-making
processes at the bank under the SPM.




Risk Management System

Basic risk management policy
Nippon Credit has a highly integrated risk management
system, the result of a long-standing policy of adopting
sophisticated techniques and acquiring knowledge from
many sources. The risk management system is under-
pinned by the requirement that information be reported
in a timely and appropriate manner to management.
Furthermore, crucial risk management guidelines are
determined directly by top management.

Because Nippon Credit is currently under the
SPM, all operations are conducted pursuant to the Busi-
ness Operations Standards that were approved by the
FRC. Individual transactions are audited by the Opera-
tions Supervisory Committee. Moreover, along with the
release of the Financial Inspection Manual by the FSA in
April 1999, Nippon Credit plans to review existing pro-
cedures and further strengthen its risk management sys-
tem.

Credit risk management structure

Nippon Credit has conducted credit risk management
based on the fundamental philosophy of maintaining the
appropriate management of credit and a strict credit
analysis system. Going forward, the credit risk manage-
ment and analysis systems will be further bolstered in
consideration of the current status as a government
supervised institution. For instance, Nippon Credit
should aggressively employ advanced techniques for credit
risk measurement and portfolio management, thereby en-
suring that effective management methods are available.
Nippon Credit plans to adopt an even more stringent
policy with regard to the self-classification of credit quality
and the implementation of write-offs and loan loss pro-
visions in accordance with those assessments. Write-off
and reserve standards have been reviewed in April 1999
based on the Financial Inspection Manual and the new
standards have been applied to relevant items for the

fiscal year ended on March 31, 1999.

o Value-at-risk and actual daily profit/loss

Market risk management structure

With regard to market risk, Nippon Credit uses value-
at-risk methodology to determine maximum market risk
limitations for the bank as a whole and for each indi-
vidual division. To confirm that market risk is kept within
these limits, a risk management section that is indepen-
dent of trading activities monitors market risk volumes
and profitand loss positions based on current prices. The
results are regularly reported to management. Nippon
Credit is proud of its integrated risk management sys-
tem, which enables the bank to see the overall risk pro-
file and quantify the risk of its portfolio of both on-and
off-balance sheet. Checks and balances are constantly in
effect among the front, middle and back offices. An
external audit is performed by Arthur Andersen based
on the secondary BIS standards. These audits have dem-
onstrated that Nippon Credit’s market risk manage-
ment is appropriate from the standpoint of its
management strategies and trading policies.

® Market Risk Measurement Notes
Range: Trading operations at Nippon Credit

Period: April 1998 to March 1999
(247 business days)

VAR Method: Variance, Covariance Method

Confidence Interval: 2.33 standard deviation
(confidence interval 99%)

Holding Period: One day

Average VAR: ¥200 million Maximum VAR: ¥400 million

Minimum VAR: ¥100 million Days exceeding VAR: One day

Note: The result of back testing covering the 250 business days during the period that
ended on March 31, 1999 also shows that the number of days exceeding VAR was
one day.
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o Maximum expected loss
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Liquidity risk management structure

With the emphasis on ensuring an adequate cash flow,
Nippon Credit’s Treasury Division handles all matters
involving liquidity risk for both yen and foreign currency
funds. This ensures a suitable system for maintaining the
proper level of funds that are needed for settlements at
all times. Asset liability management reports are submit-
ted directly to top management at the ALM Committee
and the Board of Directors.

Administrative risk management structure

At Nippon Credit, specialized sections are responsible
for managing risks associated with clerical procedures,
legal affairs and other items with the aim of guarantee-
ing strict compliance with rules and preventing any types
of improper activities. Supervisory and reporting systems
are being upgraded whenever possible. The Inspection
Division is staffed with personnel well versed in market
activities in response to the more sophisticated and com-
plex nature of banking activities. This division is rein-
forced by the System Audit Department, thereby
contributing to the improvement of the entire risk man-
agement process.

121 141 181 181 201 221 24

Business Days

Computer risk management structure

In order to protect the integrity of its computer systems,
Nippon Credit has worked out extensive measures to
shield systems from criminal acts and disasters. Com-
puter buildings are designed to withstand earthquakes,
featuring tremor-proof floors, dual communication lines
and a back-up power supply. As for systems operation,
the duties of the Development (the Systems Planning
Division) and Operations (the Computer Operations
Division) Department have been clearly delineated, en-
suring a system of mutual checks and balances.

Year 2000 Readiness

Nippon Credit considers the Year 2000 issue as
one of its most important management topics
and has made concerted efforts to solve the issue
in a timely fashion. Remediation programs for
the fundamental accounts system were completed
in December 1998 and work on all banking sys-
tems was completed in March 1999. Moreover,
Nippon Credit has worked out a contingency
plan to be prepared for a problem caused by an
oversight and conducted comprehensive simula-
tions to confirm that there have been no over-
sights. Nippon Credit will continue to study
methods to deal with all types of Year 2000 risks,
conduct simulations based on the risk manage-
ment plan and take other steps as necessary.




Compliance System

Nippon Credit made the Operations Supervisory Divi-
sion responsible for compliance work in 1997 in a step
to be certain that its operations are in absolute confor-
mity with laws and regulations. The division enforces
Nippon Credit’s policy of maintaining an airtight bar-
rier between the bank and anti-social organizations. The
division also supervises employees’ observance of the vari-
ous internal rules including the Ethics Charter for Nip-
pon Credit, a behavioral guideline for all personnel, and
rules regarding the provision of gifts to public officials
and others. Other activities of the division are publish-
ing reports, holding various meetings and implementing
other compliance-related measures.

In April 1999, a compliance program was prepared

and a compliance manual was distributed to all person-
nel. At the same time, a compliance manager was appointed
in each division and department. These actions reflect
Nippon Credit’s determination to foster a culture in
which each and every member of the staff assumes the re-
sponsibility to comply with laws. Furthermore, in order
to reinforce these integrated compliance functions, the
Operations Supervisory Division was upgraded and re-
named the Compliance Management Division in July
1999, thereby building fairer and more strict business
operations system and a more effective audit system to
oversee the status of compliance. Going forward, the man-
agement and staff of Nippon Credit will continue to work
together to reinforce the compliance system.




Major Business Activities

Corporate support services

In order to satisfy a variety of customer needs, Nippon
Credit offers not only traditional corporate finance ser-
vices but also financial products developed with highly
sophisticated financial technology and up-to-date infor-
mation. In response to various needs arising from spe-
cific management issues, staff members propose optimal
solutions tailored to the needs of companies in any stage
of development. Nippon Credit is also prepared to assist
financial institutions to meet their investment needs and
to solve other management issues. A July 1999 reorgani-
zation at Nippon Credit resulted in the establishment of
the Investment Banking Division. This new division inte-
grates the Financial Engineering Division, the former In-
vestment Banking Division, a part of the International
Business Planning Division and the derivatives sales func-
tions of the Financial Markets Trading Division to quickly
and comprehensively respond to various customer needs.

m Services for private industrial enterprises

Companies in a startup or initial growth stage

For a company considering entry into a promising field
or a company that is in an early stage of its development,
Nippon Credit offers a range of information and advice
on issues covering business planning as well as custom-
made financing services. In addition, Nippon Credit sup-
ports corporate customers by offering advice on obtaining
the proper capital structure, including an initial public

offering.

Small and medium-size companies

For growing small and medium-size companies, Nippon
Credit helps solve various issues involving financial and
management strategies. Specialists offer optimal plans to
procure stable, high-quality funds for capital expendi-
tures, working capital and other requirements. Expertise
extends to the use of derivatives to hedge market risk,
securitization of various types of assets to improve liquid-
ity and strategies for structuring capital following an ini-
tial public offering. Nippon Credit is also knowledgeable
in many types of asset management techniques. Collec-
tively, these skills allow Nippon Credit to supply timely
and comprehensive responses to customers’ needs. By
drawing on an extensive network covering real estate
markets, Nippon Credit can put together schemes for
selling real estate to improve a company’s balance sheet
as well as assist in real estate financing.

Large companies

For large companies, Nippon Credit has been active in
securitizing various financial assets such as sales receiv-
ables and other trade receivables to diversify clients’ fund
procurement channels. These companies also benefit
from Nippon Credit’s experience in strategic mergers and

acquisitions and a broad range of asset management meth-
ods that employ sophisticated investment vehicles. Nip-
pon Credit can create proposals to use derivatives to
effectively manage risk, as well as assist in locating a suit-
able investment advisor, investment trust and other part-
ners to optimize a client’s asset management system.

m Services for financial institutions

A variety of financial products

Nippon Credit issues a series of interest-bearing deben-
tures with maturities of one, two, three, and five years
and discount debentures. Other savings instruments are
deposits, including time deposits, investment products
combined with derivatives, securitized products backed
by financial assets and other products. Government bond
trading activities are another way in which Nippon Credit
meets the diversified investment needs of financial insti-
tutions. Currently, preparations are under way to com-
mence sales of investment trust funds to financial
institutions. Furthermore, NCB Trust Bank, the trust
banking arm of the Nippon Credit Group, is engaged in
sales of trust beneficiary certificates. NCB Investment
Management provides consulting and investment man-
agement services for clients” portfolios and pension funds.

Solution tools

Support in securitization

By utilizing experience gained through securitization of
its own loans and other assets, Nippon Credit can re-
spond to financial institutions’ inquiries about these
techniques and supply up-to-date information. The di-
vestiture of distressed loans is an important issue at many
financial institutions. Here, Nippon Credit taps its
knowledge of legal, accounting and other systems accu-
mulated over many years to offer assistance concerning
due diligence procedures for financial claims and real es-
tate transactions. In addition, with the enactment of the
Servicer Law (page 8), Nippon Credit is considering the
expansion of its private servicer functions.

Support in risk management

As a long-term credit bank, Nippon Credit has acquired
considerable ALM skills. This expertise underpins pro-
posals for various derivative products, including swaps
and options, to help customers hedge market risk and
formulate a timely financial strategy. In addition, Nip-
pon Credit is capable of meeting clients’ needs for all
types of risk management, a field on which companies
have been placing increasing emphasis in recent years.
For market risk, credit risk and other risk categories,
Nippon Credit is a reliable source of advice on building
a sound risk management system, techniques for mea-
suring risk and other subjects. This support includes the
temporary posting of employees from client companies
to Nippon Credit as trainees.




Support in customer services

Properly meeting the needs of corporate clients and other
customers is vital to the successful operation of any
financial institution. With extensive knowledge of many
businesses and a huge information network, Nippon
Credit is fully prepared to provide the information
financial institutions require to serve their own clients.
Among these activities are provision of the latest infor-
mation on financial products; assistance in mergers and
acquisitions, business succession and initial public offer-
ings; and information needed to support a client’s entry
in other countries along with general information on
overseas markets.

Individual customers

Nippon Credit addresses the diverse requirements of in-
dividual customers in its role as a deposit taking institu-
tion. This includes not only financial debentures, but
other types of products for senior citizens as Japan’s popu-
lation ages, as well as and foreign currency time deposits.
Although interest rates are at historically low levels in
Japan, Nippon Credit will continue to improve its sav-
ings product lineup as much as possible. In addition,
Nippon Credit initiated sales operations of investment
trusts at its branches in December 1998. Nippon Credit
will retain an aggressive posture regarding new businesses
and services as all branches strive to serve customers with
a wide range of savings and asset management products.

Securitization of financial assets

In recent years, the markets for trading and securitization
of various receivables resulting from sales, bills, leases and
installment credit have developed considerably. These
markets are now a new financing tool that can be used
instead of bank borrowing and corporate bond issuance.
In addition, for investors, these markets offer a diverse
range of investment vehicles that can meet requirements
for quality assets, ALM policies, higher returns and other
needs. The Law on Liquidation of Specified Assets by
Special Purpose Company (generally called the SPC Law)
was implemented in September 1998 and, in October,
the Law Prescribing Exceptions etc. to the Civil Code
Requirements for Setting Up Protection Against an
Assignment of Claims to a Third Party became effective.
Progress of this nature in the legal environment for
securitization indicates that there is much potential for
future growth.

Nippon Credit embarked on the securitization of
financial assets by transferring general loan assets in July
1990. Since then, Nippon Credit has taken the initiative
in developing and formulating a variety of products,
securitizing various assets and developing financial tech-

niques related to real estate projects. NCB Trust Bank
was established in April 1994 and started developing
products and packaging assets based on the trust format.
Dedicated to the constant development of new schemes,
NCB Trust Bank now offers a wide range of trust prod-
ucts for selling financial assets.

To share its expertise with others, Nippon Credit
published an introductory guide book to securitization
in May 1999. This book explains primary domestic
securitized products and their risks. It has proven useful
at increasing comprehension of the securitization pro-
cess among investors as well as the general public.

Services related to the divestiture of problem assets

In recent years, many financial institutions have been
committed to the disposal of problem loans. This has
resulted in the rapid expansion of markets for the
securitization and trading of distressed loans. In addi-
tion, the market environment has been improving with
the enactment of the Special Act Concerning Manage-
ment and Collection of Debt (the Servicer Law). This
is expected to lead to a new phase for all aspects of the
disposal of distressed loans.

Against this backdrop, the Nippon Credit Group
has continued to emphasize the provision of a full lineup
of services related to disposition of distressed loans. A
fair assessment procedure, referred to as due diligence, is
essential to the resolution of distressed loans. Nippon
Credit provides services covering the assessment of loan
claims and underlying real estate as well as the prepara-
tion of collection plans.

Furthermore, Nippon Credit provides consulting
and advice on distressed loans with distinctive terms and
conditions. This includes disposal methods, contracts and
other matters, including intermediary services for pur-
chasers of these assets.

Since the Servicer Law became effective, Nippon
Credit has been considering the start and development
of a servicer business. The business would benefit cus-
tomers by offering them the advantages of Nippon
Credit’s expertise and experience accumulated through
years of trading and securitization activities involving
distressed loans.

Strategic mergers and acquisitions

With intensified restructuring activities by large compa-
nies and intensifying global competition, strategic merg-
ers and acquisitions (M&A) have become a practical tool
to efficiently deploy management resources. Cross-bor-
der corporate acquisitions and large-scale business tie-
ups, particularly in the areas of finance and automobiles,
are constantly in the news.




After entering the M&A business in 1988, Nip-
pon Credit has so far taken part in well over 100 of these
transactions. Fully drawing on its experience and spe-
cialized skills, Nippon Credit helps customers in imple-
menting their business plans. This assistance encompasses
the creation of strategies for acquisitions and business
alliances and assessment of terms and conditions includ-
ing prices.

Furthermore, in order to provide customers with
specialized services of an even higher quality, Nippon
Credit maintains close contacts with lawyers and accoun-
tants as well as organizations like regional chambers of
commerce and industry throughout Japan. With its wide
spectrum of expertise and know-how, Nippon Credit will
continue to provide socio-economically beneficial services
such as management buyouts, a friendly M&A technique
that is expected to become a means of revitalizing the
Japanese economy.

Support in overseas husiness

A growing number of companies are realigning their over-
seas activities due to the prolonged domestic recession
and the aftermath of the Asian currency crisis. Nippon
Credit supports small and medium-size companies in the
areas of overseas business restructuring or reorganization.

One way is by working on concrete withdrawal proce-
dures for companies that are conducting an overseas re-
structuring program. Another way is the formulation of
financial management systems for the purpose of mini-
mizing risks for ongoing businesses and newly established
businesses. Recently, the number of inquiries about re-
structuring activities in China has been on the rise.
Nippon Credit stands ready to handle inquiries with
regard to a broad range of client requirements involving
the realignment of their overseas business activities.

Nippon Credit issues the Asia Report and several
other reports to disseminate practical information regard-
ing customers’ overseas business operations. Topics include
currency and economic matters as well as tax and ac-
counting systems with a particular focus on Asian coun-
tries. In addition, Nippon Credit provides research,
reports and other services in accordance with requests
from regional financial institutions.

In the area of private finance initiatives (PFI),
where legislation is now under consideration in Japan,
Nippon Credit is engaged in financial advisory services.
This entails consulting for local public entities and pri-
vate-sector companies that are interested in PFI projects
and extending support to local financial institutions aim-
ing to act as regional PFI advisors.




Major Group Companies

The Nippon Credit Trust Bank, Ltd.

The Nippon Credit Trust Bank, Ltd. (NCB Trust Bank)
was founded in April 1994 to further improve the finan-
cial technologies that Nippon Credit has developed and
to provide its own value-added financial services to cus-
tomers. NCB Trust Bank succeeded in the development,
formulation and sale of securitized products. In March
1995, NCB Trust Bank arranged Japan’s first full-fledged
securitization transaction, aloan-pool package that obtained
a high credit ratings from credit rating agencies. This
bank has developed many other new securitization
schemes to fulfill the unique requirements of individual
clients. One involves placing in a trust the right to demand
payment of rental deposits. Another combines loan par-
ticipation with a trust to securitize the loans of financial
institutions. A third scheme covers condominium sales
receivables, formulating a lower risk structure by utiliz-
ing a new lending system of the Housing Loan Corpora-
tion. In order to contribute to the growth of asset trading
and securitization markets, NCB Trust Bank will con-

o Trust and sales results of NCB Trust Bank

I Number of trust contracts
Number of sales accounts

600
500 547
400

391 413
300

261
200 o0g
RN <
. . .

For year ended For year ended For year ended
March 31,1997 March 31,1998 March 31,1999

tinue to be an aggressive player, fully taking advantage of
the Nippon Credit Group’s financial know-how, achieve-

ments and other resources.

Nippon Credit Investment Management Co., Ltd.
Nippon Credit Investment Management Co., Ltd.
(NCBIM) was founded in 1986 to provide services cre-
ated on the basis of Nippon Credit’s knowledge of equi-
ties and bonds. NCBIM has offered customized
investment advisory services to respond to the investment
needs arising from financial institutions, long-term pen-
sion funds such as public and corporate pension funds,
and the need for private-sector companies to effectively
manage cash. Over recent years, in response to the grow-
ing opportunities for entry into pension markets, includ-
ing those for qualified tax-deductible pension funds,
NCBIM has placed top priority on the expansion of
pension assets under management and allocated man-
agement resources to upgrading related activities.
Today’s rapidly changing economic and financial
climate is leading to rising demands for higher returns

along with more strict risk management systems. In par-
ticular, expectations being placed on investment advi-

As of March 31, 1999
® \et assets ¥777 million
® Trust assets ¥520.6 hillion

® Number of fund managers 14
(with the average investment management experience of 9.6 years)

sory companies that specialize in securities investments
are growing rapidly. Going forward, NCBIM will remain
an investment advisory firm with a distinctive identity
and the ability to overcome stiff competition. NCBIM
will refine its asset management technology, including
the development of new products, to respond to cus-
tomers’ diversifying asset management needs in an envi-
ronment of changing markets and rapid globalization.

NCB Research Institute, Ltd.

NCB Research Institute, Ltd. was founded in June 1996,
resulting from the spin-off and expansion of Nippon
Credit’s research divisions. The objective was to provide
high-quality information that meets customers’ demands.

The Economic & Industrial Research Division
specializing in macro economic and industrial analysis is
especially proud of its timely analysis of domestic and
overseas economic outlooks and interest rate forecasts,
as well as its real estate-related research. With regard to
industrial research, this department emphasizes the analy-
sis of growing sectors such as electronics, health care and
welfare industries as well as the study of regional indus-
trial trends.

The Research & Planning Division performs
research for development projects under consignment
from the national and regional governments and their
agencies. With its experience and long list of accomplish-
ments, this department provides a variety of proposals
on revitalization of local economies and efficient use of
real estate.

The Management Consulting Division offers plans
on management strategies for human resources, organi-
zation and other issues in response to specific customer
needs.

Through reports, books, seminars, lectures and
other activities, the institute is determined to retain its
status as an important source of information about today’s
rapidly changing economic environment and societal
needs.
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Financial Highlights

Five Year Summary

<Non-Consolidated>

(In millions of yen)

1995 1996 1997 1998 1999
Operating income 1,208,307 1,434,945 1,206,668 644,508 409,474
Operating profit 15,157 0131,162 0 350,155 16,376 0 3,560,709
(O denotes operating loss)
Net income 13,133 163,886 [ 285,248 17,083 [ 467,161
(O denotes net loss)
Capital stock 152,292 152,292 177,792 353,114 353,114
Number of outstanding 1,735,497 1,735,497 |Common stock 1,735,497 | Common stock 2,501,536 |Common stock 2,501,536
shares (In thousands) The 2nd preferred stock 102,000  [The 2nd preferred stock 102,000 The 2nd preferred stock 102,00000
The 3rd preferred stock 386,398 03{The 3rd preferred stock 386,398
The 4th preferred stock 120,000 | The 4th preferred stock 120,000
Stockholders’ equity 516,729 342,360 99,434 467,161 —
Total assets 16,574,766 15,916,584 14,646,340 12,659,064 14,055,429
Debentures 10,791,632 9,594,456 8,335,741 5,346,174 4,206,525
Deposits 2,415,413 2,344,071 2,103,303 1,805,807 1,884,073
Loans and bills discounted 10,338,096 10,071,724 9,080,477 7,781,830 7,209,084
Securities 3,501,446 3,788,668 3,221,636 2,172,793 1,198,950
Equity per share 297.74 197.26 5411 92.94 —0
(in yen)
Dividend per share 6 55 Common stock 2.5 Common stock —[] Common stock —[]
(in yen) The 2nd preferred stock — | The 2nd preferred stock —[[ The 2nd preferred stock —[7]
The 3rd preferred stock —C1| The 3rd preferred stock —[1
incl. The 4th preferred stock —CJ| The 4th preferred stock —[1
Interim dividend per 3) 3) (Common stock 2.5) (Common stock —) I (Common stock —) [
share (in yen) (The 2nd preferred stock —) (The 2nd preferred stock —) (Thean preferred stock —)
(The 3rd preferred stock —)O (Thegrd preferred stock —)d
(The 4th preferred stock —)O (The 4th preferred stock —)d
Net income per share 7.56 09443 0 164.36 7.39 0186.74
(inyen) (O denotes net
loss per share)
Dividend payout ratio (%) 79.28 — — — —
Number of employees 2,665 2,633 2,526 2,290 2,050
Capital adequacy ratio
(Domestic standard) (%) 8.25 —0O

Notes:

1. As regards tax-effective accounting and the scope of subsidiaries and affiliates in the financial statements for the fiscal year
ended March 31, 1999, Paragraph 2 of supplementary rules of the "Ministerial ordinance to partially revise the rules concerning
the terms, format and preparation method of financial statements" (MOF Ordinance No. 135, 1998) and Paragraph 3 of
supplementary rules of the "Ministerial ordinance to partially revise the rules concerning the terms, format and preparation

method of financial statements" (MOF Ordinance No. 173, 1998) have been applied.
. Consumption taxes and local consumption taxes have been accounted for according to the "exclusion method."
. Operating income represents total income less certain special income.
. Operating profit (loss) represents operating income less operating expenses.

a b wdN

. Equity per share was previously calculated by dividing the term-end equity by the term-end outstanding shares. However, from

the year ended March 31, 1998, it has been calculated dividing the term-end net asset worth - (term-end number of preferred
stocks issued x issue price) by term-end number of common stocks issued. Since, however, term-end equity came to 0 yen in the
year ended March 31, 1999, the same method has been applied as in the year ended March 31, 1997.

. Net income (or net loss) per share has been calculated by dividing the amount of net income (or net loss) less of total preferred

stock dividends for the term by the average number of common stock outstanding in the term.

. Effective as of August 11, 1994, one share with a par value of ¥500 was split into 10 shares with a par value of ¥50. The above

figures for the year ended March 31, 1995 have been calculated using the number of shares after the split.

. Capital adequacy ratio has been calculated according to the formula stipulated in the MOF notice based on the Article 14-2 of the

Banking Law applied in the first half of the Article 17 of the Long-Term Credit Bank Law. The Bank adopts the domestic standard.
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<Consolidated> (In millions of yen)
1995 1996 1997 1998 1999
Consolidated operating income 1,312,828 1,575,807 1,380,710 800,642 455,333
Consolidated operating profit 13,094 0 126,509 [ 366,879 19,559 0 3,523,986
(O denotes consolidated operating loss) 0
Consolidated net income 8,200 [ 76,462 [0 376,724 16,982 0 469,252
(O denotes consolidated net loss)
Consolidated stockholders' equity 561,312 475,281 139,849 503,973 1,503
Consolidated total assets 17,449,486 16,797,300 15,228,619 13,597,540 13,776,868
Consolidated capital adequacy ratio 9.11 8.38 2.99 O
(Uniform international standard) (%) O
Consolidated capital adequacy ratio —0

(Domestic standard) (%)

Notes:

1.

[S2 B¢ SN ¢V]

As regards tax-effective accounting and the scope of subsidiaries and affiliates in the financial statements for the fiscal year
ended March 31, 1999, Paragraph 2 of supplementary rules of the "Ministerial ordinance to partially revise the rules concerning
the terms, format and preparation method of financial statements" (MOF Ordinance No. 136, 1998) and Paragraph 3 of
supplementary rules of the "Ministerial ordinance to partially revise the rules concerning the terms, format and preparation
method of financial statements” (MOF Ordinance No. 173, 1998) have been applied.

. Consumption taxes and local consumption taxes of the parent company and consolidated domestic subsidiaries have been

accounted for according to the "exclusion method."

. Consolidated operating income represents consolidated total income less certain special income.
. Consolidated operating profit (loss) represents consolidated operating income less consolidated operating expenses.
. Although the Bank had been adopting the domestic standard, the consolidated capital adequacy ratio has been calculated since

the year ended March 31, 1999, pursuant to the revision of Article 14-2 of the Banking Law applied in the first half of Article 17 of
the Long-Term Credit Bank Law, in accordance with the enforcement of the laws concerning improvements on legislation relating
to the reform of the financial system. Uniform international standard had been applied up to the year ended March 31, 1997.
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Business Results

m Highlights of the Fiscal Year

e Operation under Special Public

Management and strict

implementation of write-offs

and reserves
Based on a decision by the prime minister on Decem-
ber 13, 1998 to place our bank under Special Public
Management (SPM) under the Financial Reconstruc-
tion Law, we reviewed our standards for write-offs and
reserves in accordance with the Financial Inspection
Manual provided by the Financial Supervisory Agency
(FSA), and applied more stringent measures to the cal-
culation of write-offs and reserves, with the following
results:

(1) Adequate self-assessment was made regarding
loan-related assets which we were deemed appro-
priate to retain according to the asset assessment
announced by the Financial Reconstruction Com-
mission on May 24, 1999. As a result of the as-
sessment, we posted reserve for possible loan
losses (which consist of a general reserve, specific
reserve and country risk reserve) reasonably esti-
mated based on the standards.

(2) Loan-related assets determined inappropriate for
holding were estimated at value for transfer to the
Resolution and Collection Corporation, and specific
reserve for possible loan losses was set aside for
expected losses for the transfer to be nonperforming
in or after the new fiscal year. As for non-loan assets
such as securities, premises and equipment which
were determined inappropriate for holding, we esti-
mated transfer prices reasonably and posted the
amount of expected loss in reserves for loss on trans-
ferring assets.

(3) In consideration of several factors in the industry,
such as a change in purposes for holding securi-
ties, we, as a bank under SPM, altered our valuation
method for listed securities to the lower-of-cost-or-
market method. Unlisted securities that have
dropped substantially in market value were written
off and the losses recognized.

m Profit and Loss

1. Business profit (loss)

(gyomu jun-eki )
Business profit (gyomu jun-eki) shows the bank’s earn-
ings from core banking businesses. Items such as net
interest income, net fees and commissions, net trading
revenue, net other operating income, provision for gen-
eral reserve for possible loan losses and general and
administrative expenses are taken into account.
During this fiscal year, interest income declined due to
a sharp fall in swap transactions under SPM, in addi-
tion to a decrease in loans and investment securities
and lower interest rates. Loss from disposal of bonds
and other securities also increased under SPM as their
value decreased. Further, there was a large provision
for the general reserve for possible loan losses. As a
result, we posted a ¥345 billion business loss. None-
theless, we had an “actual net business profit” of ¥44.1
billion after excluding special factors such as allocation
of general loan-loss reserves, sales of government
bonds and other securities under SPM and cancella-
tion of swap transactions with unrealized losses.
General and administrative expenses, which have been
steadily decreasing, dropped ¥4.4 billion from the pre-
vious year to ¥49.7 billion.

2. Disposal of problem loans,
operating profit and loss, and net
income and loss

Operating profit and loss includes profit and loss from
stock transactions and expenses related to disposal of
problem loans.

Regarding profit and loss on stock transactions, under
nationalization, we adopted the lower-of-cost-or-market
method for listed stocks and were forced to devalu-
ate unlisted stocks, resulting in a loss of ¥298.9 billion.
In handling problem loans, the previous standards for
write-offs and reserves were revised in accordance with
the Financial Inspection Manual released by the FSA
and we posted reserve for possible loan losses. Based
on the results of the asset assessment, we estimated
an appropriate transfer price of loans inappropriate for
holding, and posted specific reserve for possible loan
losses. The total amount of problem loans disposed of
was ¥2,853.8 billion, including ¥2,703.6 billion in the
specific reserve for possible loan losses.

14



In other expenses, ¥51.1 billion was allocated to the
reserve for loss on transferring assets based on the
transfer price of securities and premises and equipment
inappropriate for holding.

After these accounting operations, operating loss was
at ¥3,560.7 billion. We posted the ¥3,094.3 hillion ex-
pected to be granted to us as a special assistance funds
under the Financial Reconstruction Law in other income.
The result was a net loss of ¥467.2 billion.

Details of problem-loan disposal operation
(In 100 millions of yen)

1998 1999
Write-offs 323 519
Provision to specific reserve 995 27,036
Loss from sales to CCPC 2 50
Loss related to support 4 _
customers
Loss from sales of 79 69
loans.etc
Provision for contingencies 11 870
on loan sold
PrOV|S|0n_ for 03 05
country risk reserve
Total 1,410 28,538

m Assets, Liabilities, and
Stockholders' Equity

1. Assets and liabilities

(1) Loans

The period-end balance of loans declined ¥572.7 bil-
lion from the preceding year to ¥7,209.1 billion. Loans
to small and medium-size companies represented
62.1% of total loans compared with 61.3% a year ear-
lier.

(2) Securities

The securities balance decreased by ¥973.8 billion to
¥1,199.0 billion from the preceding year due to the
devaluation of listed and unlisted securities, in addition
to accelerated sales of securities.

(3) Debentures

The bank depends largely on the issuance of bank
debentures for fund procurement. We issue 1-year, 2-
year, 3-year and 5-year debentures with coupons as
well as 1-year discount debentures. Our efficient fund
procurement efforts brought the balance of debentures
to ¥4,206.5 billion as of the end of March 1999.

(4) Deposits

Deposits (including certificates of deposit) comprise the
largest source of our funds after debentures. The bal-
ance of deposits as of the end of March 1999 stood at
¥2,495.6 billion, up ¥359.7 billion from a year earlier.

2. Stockholder’s equity

After a more stringent procedure applied to write-offs
and reserves, liabilities surpassed assets. In anticipa-
tion of special assistance funds under the Financial
Reconstruction Law, we posted other income to com-
pensate for the difference and established a special pub-
lic management account in other assets. As a result,
stockholder’s equity was zero.

m Consolidated Results

With the scope of consolidation revised for this fiscal year,
the number of consolidated subsidiaries was increased
from 20 to 42, and the number of affiliated companies
applicable for the equity method from one to eight.
Regarding business performance, operating income was
decreased ¥345.3 billion to ¥455.3 billion. Operating loss
and net loss were ¥3,524.0 billion and ¥469.3 billion,
respectively.

Total assets were ¥13,776.9 billion, with stockholder’s
equity of ¥1.5 billion.

m Risk Kanri Saiken

Risk Kanri Saiken, loans requiring further attention on
credibility, stood at ¥3,774.8 hillion. Of classified credit
which require disclosure in accordance with the Finan-
cial Reconstruction Law, “bankrupt and similar-bankrupt
credit,” “doubtful credit” and “substandard credit”
totaled ¥4,000.4 billion. The definition and the amount
of such credit are provided on pages 44 and 45.
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Non-Consolidated Financial Statements

Balance Sheets

As of March 31

Assets (In millions of yen)
1998 1999
Loans and bills discounted 7,781,830 7,209,084
Loans on deeds 4,375,347 3,581,685
Loans on notes 3,352,926 3,576,741
Overdrafts 47,150 43,968
Bills discounted 6,406 6,688
Foreign exchanges 19,314 12,569
Foreign bills of exchange bought 51 —0
Foreign bills of exchange receivable 1,839 150
Advances to foreign banks — 0
Due from foreign banks 17,422 12,419
Securities 2,172,793 1,198,950
National government bonds 566,427 191,828
Local government bonds 33,294 40,100
Corporate bonds 166,196 120,344
Stocks 725,549 464,512
Treasury stocks 0 =
Other securities 414,519 232,795
Securites lent 266,804 149,36801
Money held in trust 72,622 12,754
Trading assets 504,342 375,694
Trading securities 74,920 17,087
Derivatives of trading securities 44 0
Derivatives of securities related to trading transaction 4 12
Trading-related financial derivatives 240,485 225,111
Other trading assets 188,886 133,481
Debt purchased 56,387 6,810
Bills bought — 20,000
Call loans 500,330 385,000
Cash and due from banks 402,424 287,377
Cash 27,970 41,672
Due from banks 374,454 245,705
Other assets 661,155 4,171,920
Prepaid expenses 3,249 2,532
Accrued income 114,062 45,748
Initial margin on futures 19 51
Variation margin on futures 1,430 45
Securities in custody 203,027 428,146
Cash collateral on borrowing securities - 334,646
Special public management account - 3,094,339
Miscellaneous assets 339,366 266,410
Premises and equipment 56,560 55,187
Premises and equipment 37,251 36,333
Construction in progress 55 6
Others 19,253 18,847
Deferred debenture assets 1,825 1,670
Deferred debenture discounts 1,534 1,097
Deferred debenture issue cost 291 573
Customers' liabilities for acceptances and 429,477 318,408
guarantees
Total assets 12,659,064 14,055,429
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As of March 31

oo
Liabilities and Stockholders' Equity (In millions of yen)
1998 1999
Debentures 5,346,174 4,206,525
(incl. convertible bonds) 03,8970 0—0
Debentures 5,346,174 4,195,225
Debenture subscriptions — 11,300
Deposits 1,805,807 1,884,073
Time deposits 1,147,530 1,641,601
Deposits at notice 294,633 77,964
Ordinary deposits 88,183 77,922
Current deposits 59,613 48,598
Other deposits 215,846 37,985
Certificates of deposit 329,890 611,280
Borrowed money 572,088 671,376
Borrowed money 572,088 671,376
Trading liabilities 268,257 227,303
Trading securities sold for short sales 27,411 1,140
Derivatives of trading securities 134 41
Derivatives of securities related to trading transaction 5 —
Trading-related financial derivatives 240,706 226,121
Bills sold 421,100 273,000
Call money 1,084,632 1,191,300
Foreign exchanges 203 210
Deposits from correspondents 203 210
Other liabilities 1,218,463 864,459
Accrued expenses 56,321 45,736
Income taxes payable 123 30
Unearned income 12,202 9,520
Employees' deposits 6,019 5,091
Borrowed securities — 295,300
Borrowed bond trading 202,700 132,700
Initial margin on futures 345 219
Variation margin on futures 42 663
Cash collateral on lending securities 545,284 —
Payable for trading account 209,823 =
Miscellaneous liabilities 185,601 375,197
Reserve for possible loan losses 693,082 3,648,197
Reserve for retirement allowances 10,240 9,812
Reserve for contingencies on loans sold 12,466 98,376
Reserve for loss on transferring assets — 51,096
Reserves under special laws 17 7
Reserve for contingent liabilities from broking of 12 6
financial futures transactions
Reserve for contingent liabilities from broking of 5 1
securities futures transactions
Acceptances and guarantees 429,477 318,408
Total liabilities 12,191,902 14,055,429
Capital stock 353,114 353,114
Capital surplus 175,321 114,047
Legal reserve — —
Deficit 61,274 467,161
Unappropriated deficit for the term 61,274 467,161
Total stockholders' equity 467,161 =
Total liabilities and stockholders' equity 12,659,064 14,055,429
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Statements of Income (Loss)

Year ended March 31

(In millions of yen)

1998 1999
<Income>
Interest income 439,797 345,524
Interest on loans and discounts 200,396 128,376
Interest and dividends on securities 64,835 32,852
Interest on bills bought 1 58
Interest on call loans 2,867 1,404
Interest on deposits with banks 4,462 4141
Interest on interest swaps 126,354 146,421
Other interest income 40,879 32,268
Fees and commissions 19,872 3,612
Trading revenue 1,520 2,074
Other operating income 69,122 49,162
Gains on foreign exchange transactions 16 O
Gains on sales of bonds 45,881 45,552
Gains on redemption of bonds 996 606
Others 22,228 3,003
Other income 114,822 3,103,948
Gains on sales of stocks and other securities 108,532 4,394
Gains on money held in trust 3,357 3,031
Gains on dispositions of premises and equipment 622 487
Recoveries of written-off claims 6 20
Others 2,304 3,096,013
Transfer from reserves 2,204 8
Total income 647,341 3,504,330
<Expenses>
Interest expenses 322,459 311,726
Interest on debentures 160,213 108,586
Interest on deposits 21,808 21,603
Interest on certificates of deposit 2,292 3,715
Interest on borrowings and rediscounts 18,048 20,449
Interest on commercial paper O 52
Interest on call money 12,237 10,333
Interest on interest swaps 83,205 135,526
Other interest expenses 18,205 8,834
Amortization of debenture discounts 6,447 2,625
Fees and commissions 2,535 1,715
Trading expenses 2,732 133
Other operating expenses 33,172 104,678
Amortization of debenture issue cost 1,471 620
Losses on foreign exchange transactions O 1,245
Losses on sales of bonds 19,425 29,862
Losses on redemption of bonds 11,870 30,291
Losses on devaluation of bonds 0 30,864
Others 405 11,794
General and administrative expenses 54,110 49,735
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Statements of Income (Loss)

Year ended March 31

(In millions of yen)

1998 1999
Other expenses 214,672 3,503,467
Provision for reserve for possible loan losses 91,831 2,983,829
Written-off claims 32,343 51,879
Provision for reserve for contingencies on loans sold 1,143 86,966
Provision for reserve for loss on transferring assets O 51,096
Losses on sales of stocks and other securities 51,970 16,180
Losses on devaluation of stocks and other securities 13,434 287,141
Losses on money held in trust 5,237 12,845
Enterprise taxes 97 O
Loss on dispositions of premises and equipment 1,551 1,273
Others 17,063 12,254
Transfer to reserves 1 0
Total expenses 629,685 3,971,456
Income before income taxes 17,655 O 467,126
(O denotes loss before income taxes)
Provision for income taxes 572 35
Net income (O denotes net loss) 17,083 0 467,161
Year ended March 31
Statements of Deficit s s
1998 1999
Balance at the beginning of the year 215,772 61,274
Deductions 137,414 61,274
Reversal of legal reserve 137,414 61,274
Net income (O denotes net loss) 17,083 0 467,161
Balance at the end of the year 61,274 467,161

(

Profit on evaluation of trading
transactions : 0 397 million

)

(

Profit on evaluation of trading

transactions :

nil

)
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Notes to Financial Statements

Basis of Presentation

The Nippon Credit Bank, Ltd. (the Bank) maintains its records and prepares its financial statements in accordance with
accounting principles and practices generally accepted in Japan. The accompanying financial statements have been
prepared based on such financial statements disclosed to the public as required by the Banking Law of Japan.

Significant Accounting Policies

1999
1. Extraordinary Under Article 36 (1) of the Financial Reconstruction Law, the Bank was placed under
treatment in special public management by the prime minister on December 13, 1998. In line with
accounting this decision, the Bank has been continuing banking operations in accordance with the

Management Rationalization Plan and the Business Operations Standards compiled under
Articles 47 and 48 of the same law.

For this reason, the bank prepared financial statements for the fiscal year ended in March
31, 1999 on the basis of conventional accounting principles and procedures. However,
as the bank was placed under special public management, a new securities valuation
standard was adopted, as explained below. Also, in line with the Financial Reconstruc-
tion Law, the bank put aside necessary reserves for assets which were deemed inap-
propriate for a bank under special public management to maintain, after performing
asset assessment based on estimated transfer prices.

Further, as described in the notes below, the bank posted as profit the amount of special
assistance funds to be received from the government under the same law, while at the
same time posting the amount on the balance sheet as “special public management
account.”

2. Valuation standard (1) Securities were valued as follows:

and method for Listed securities are valued at the lower-of-cost-or-market based on the moving-
securities average method. Unlisted securities are valued at cost based on the moving-average
method.

With a revision of the accounting standards for banks, the Bank applied the cost
method based on the moving-average method to the financial statements for the pre-
ceding fiscal year. However, in valuation of securities acquired for investment pur-
poses (except those for resale in a short time), the bank adopted the
lower-of-cost-or-market method based on the moving-average method, which allows
more rational evaluation at the end of the fiscal period. This was because this method
was deemed more reasonable in terms of accounting at the time when resale of secu-
rities in a short time was expected under special public management, resulting in a
change in the purpose for holding securities.

Based on this accounting method, operating loss and loss before income taxes were
greater by ¥256,895 million, than when calculated by the conventional method.

In midterm reports, the cost method was adopted because it was not until the latter
half of the fiscal year that the accounting method was revised. If the new method had
been applied to the midterm financial statements, both operating loss and loss before
income taxes would have increased ¥246,907 million.

(2) For securities held through money held in trust for separate investment with securities
management as the main purpose, valuation was performed using the lower-of-cost-
or-market value basket method based on the moving-average method. Of such
securities, securities acquired for long-term investment purposes were valued by the
cost method based on the moving-average method for the preceding fiscal year. For
the fiscal year concerned, the accounting method was switched to the lower-of-cost-
or-market value basket method based on the moving-average method, for the same
reason as provided in (1) above.

This transfer does not affect operating loss or loss before income taxes.

In midterm reports, the cost method was adopted because the accounting method
was not revised until the latter half of the fiscal year. If the new method had been
applied to the midterm financial statements, both operating loss and loss before in-
come taxes would have increased by ¥38 million.
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1999

. Valuation standard
and
income and e xpense
calculation standards
for
trading assets
and liabilities

For transactions that seek gains on short-term fluctuations and arbitrage in interest rates,
currency prices, market prices of securities and related indices (“Trading transactions”)
have been recognized at the transaction date. These have been recorded in “Trading
assets” or “Trading liabilities” on the balance sheet and gains or losses on these trans-
actions have been recorded in “Trading revenue” or “Trading expenses” on the state-
ment of loss.

In valuation of trading assets and liabilities, the Bank evaluated securities, monetary
claims and other assets at the actual market price as of the balance sheet date. Deriva-
tives, such as swaps, futures and options, were valued at the price deemed settled on
the balance sheet date of the fiscal year.

Trading revenue and Trading expenses are recorded as interest income or expenses
actually paid or received, plus the difference in valuation gains or losses between the
beginning balance and the ending balance (for securities, monetary claims and other
assets), plus the difference in hypothetical settlement gains or losses between the
beginning balance and the ending balance (for derivative financial products).

4. Depreciation

method for
premises and
equipment

In line with the accounting standards for banks provided by the Bankers Association of
Japan (formerly, the Federation of Bankers Associations of Japan), the following method
is applied to depreciation of assets:

Buildings: Straight-line method at the depreciation rate specified in the Corporation Tax
Law.
Equipment: Declining-balance method at the depreciation rate specified in the
Corporation Tax Law.
Other: As specified in the Corporation Tax Law.

For buildings, the Bank had conventionally adopted the declining-balance method. With
the revision of Article 48 (1) of the Corporation Tax Law Regulation, the Bank switched to
the straight-line method for the fiscal year as the Bank determined that the effect of
investment appeared uniform over a long period of time in some of the Bank’s main
buildings. Upon the application of the new depreciation method, both operating loss and
loss before income taxes decreased by ¥938 million. Although a depreciation rate of
160% had been conventionally applied to buildings, the Bank adopted the depreciation
rate specified in the Corporation Tax Law for the concerned fiscal period. At the same
time, with the legal depreciation period shortened by a revised ministerial order for the
depreciation period of depreciable assets, the Bank’s depreciation period was altered to
meet the standards in the Corporation Tax Law. As a result, both operating loss and loss
before income taxes dropped by ¥185 million.

5. Accounting for

deferred assets

Deferred debenture assets were amortized as follows:

(1) Deferred debenture discounts on discount debentures were amortized according to
the period up to the maturity date.

(2) Deferred debenture issue costs were amortized according to the period up to the
maturity date, but within a maximum period of three years as specified in the Com-
mercial Law.

6. Standard for

conversion of
assets and
liabilities from
foreign currency to
yen

Assets and liabilities in foreign currencies are converted into yen at the foreign exchange
rate as of the balance sheet date. However, the foreign exchange rate at the date of acqui-
sition was applied to (1) assets related to equity investment in foreign corporations (ex-
cluding assets acquired in foreign currency), (2) liabilities related to foreign bonds issued
by banks, and (3) assets which the Bank deems inappropriate to include in spot assets.
The foreign exchange rate at the actual date of transaction was applied to liabilities in
foreign currencies which the Bank deemed inappropriate to include in spot liabilities. The
yen equivalent as of the balance sheet date was applied to foreign branch accounts.

7. Assessment

standard for
reserves

(1) Reserve for possible loan losses

The reserve for possible loan losses was determined as follows on the basis of the write-
off and reserve standard based on the accounting standards for banks provided by the
Bankers Association of Japan.

Regarding loans to borrowers under legal proceedings, such as bankruptcy, and loans in
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1999

similar conditions, the Bank posted the loan balance less amounts collectible on collat-
eral or debt guarantee or by other means as a specific reserve. For loans to borrowers
not yet bankrupt but highly likely to fall into bankruptcy, the necessary amount was deter-
mined through overall assessment of the borrowers' ability to pay, after subtracting from
the loan balance the amount collectible on disposal of collateral and debt guarantees and
posted a specific reserve for such loans. As to other loans, the Bank posted a general
reserve by applying the historical loan-loss ratio determined over a fixed period. Regard-
ing loans to restructured countries, a country risk reserve was posted in the amount of
estimated losses attributable to political and economic factors of each country concerned.
Each loan was subjected to asset assessment by the business-related divisions in
accordance with the self-assessment standard. Before these reserves were approved,
the results of the assessment were reviewed by the Asset Audit Division, which is fully
independent from business-related divisions.

Of these loans and similar claims, those which were deemed inappropriate to maintain
under the Financial Reconstruction Law by a bank under special public management
and those the Bank had decided to sell according to the Management Rationalization
Plan, which was established in line with the law, were assessed at reasonable prices,
regardless of which of the above-mentioned categories they belonged to. The difference
between their book value and the estimated transfer price was posted as loss expected
to occur in and after the next fiscal year.

The above-mentioned estimated transfer price was based on the most reasonable
assessment method at this point. The actual transfer price will be determined through
agreement with the purchaser, and a discrepancy may occur between the estimated and
actual price.

(2) Reser ve for retirement allo wances

In line with the accounting standards for banks prescribed by the Bankers Association of
Japan, a reserve for retirement allowances is set aside equal to the amount required for
the employees who voluntarily terminated their employment at the balance sheet date.

(3) Reser ve for conting encies on loans sold

In consideration of the value of real estate secured loans sold to Cooperative Credit
Purchasing Co., Ltd., the Bank estimated future losses and posted a necessary reserve.
This reserve is prescribed in Article 287 (2) of the Commercial Law.

(4) Reser ve for loss on transf erring assets

Of assets which were deemed inappropriate to maintain under the Financial Recon-
struction Law by a bank under special public management and those the Bank decided
to sell according to the Management Rationalization Plan, unlisted securities and pre-
mises and equipment were assessed to estimate a reasonable transfer price. The
difference between their book value and the estimated transfer price was posted as loss
expected to occur in and after the next fiscal year. This reserve is prescribed in Article
278 (2) of the Commercial Law.

The above-mentioned estimated transfer price was based on the most appropriate
assessment method at this point. The actual transfer price, however, will be determined
through agreement with the purchaser, and a discrepancy may occur between the esti-
mated and actual price.

(5) Reserve for contingent liabilities fr om broking of financial futures transactions

To compensate for losses incurred in connection with financial futures trading, the Bank
reserved the amount calculated in accordance with Article 82 of the Financial Futures Trad-
ing Law and Article 29 of the Financial Futures Trading Law Enforcement Regulation.

(6) Reserve for contingent liabilities fr om broking of securities futures transactions

To compensate for losses incurred in connection with securities futures trading, the Bank
reserved the amount calculated in line with Article 51 of the Securities Exchange Law as
prescribed by Article 65 (2-7) and Article 32 of the Ordinance Regarding Securities Busi-
ness of Banks.

8. Accounting for

leases

Finance leases of the Bank where ownership does not transfer to the lessees are ac-
counted for under the accounting principles applicable to operating leases.
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9. Qualified pension Since the 23rd fiscal year (May 1968), the Bank has had a qualified pension plan. In
plan and adjusted addition, an adjusted pension plan was started in the 59th fiscal year (November 1991).
pension plan The total pension assets in the qualified pension plan stood at ¥2,977 million as of

September 30, 1998, with a contribution period of seven years for past service cost. The
total pension assets in the adjusted pension plan were valued at ¥12,896 million as of
March 31, 1999, with a contribution period of 10 years for past service cost.

10. Accounting

Consumption taxes and local consumption taxes have been accounted for according to

the “exclusion method.”
treatment of

consumption and
other taxes

Notes

(Balance Sheet Items)

1999

1. Loans to bankrupt companies totaled ¥1,527,873 million, and past due loans totaled ¥2,195,012 million.

“Loans to bankrupt companies” refers to those which fall under the conditions specified in (a) through (e) in
Article 96 (1-3) of the Corporation Tax Law Enforcement Regulations (Cabinet Order No. 97, 1965) (excluding
those for which loan-loss reserves were put aside, hereafter called “accrued-interest non-posted loans”), as part
of loans for which accrued interest was not posted after the Bank determined that collection or repayment of
principal or interest were impossible because of delayed payment for a specified period of time or for some other
reason.

“Past due loans” refers to accrued-interest non-posted loans except those for those loans which concessions on
payment of interests were made in order to assist the reorganization of bankrupt companies.

. Loans overdue for 3 months or more totaled ¥1,641 million.
“Loans overdue for 3 months or more,” excluding loans to bankrupt companies and past due loans, refers to
those for which principal or interest remain unpaid for at least three months.

. Restructured loans stood at ¥50,227 million.
“Restructured loans,” excluding loans to bankrupt companies, past due loans and loans overdue for 3 months or
more, refers to those loans for which agreement was made to provide reduction or moratorium of interest pay-
ments, or concessions in their favor on interest or principal payments or to waive claims for the purpose of
assisting the reconstruction of insolvent borrowers.

. Loans to bankrupt companies, past due loans, loans overdue for 3 months or more and restructured loans
totaled ¥3,774,755 million.

. Total value of stocks and investments in affiliates was ¥26,828 million.

. The “special public management account” is established to post the amount of funds, including special assis-
tance funds, which were supplied to the Bank under the Financial Reconstruction Law.
Under Article 72 of the Financial Reconstruction Law, a bank under special public management may request
grants (special financial assistance) from the Deposit Insurance Corporation up to the amount they deem neces-
sary in order to protect depositors and other concerned parties. Also, Article 62 permits the Deposit Insurance
Corporation to compensate a bank under special public management, with the approval of the Financial Recon-
struction Commission, for losses incurred in connection with their business operations.
For the fiscal year concerned, liabilities exceeded assets after the Bank conducted an account settlement in
accordance with its accounting standards. In this situation, the Bank is expected to apply for special financial
assistance under the Financial Reconstruction Law. This would free the Bank from a situation where it would be
unable to repay debts.
For this reason, the Bank posted the difference between assets and liabilities as a profit for the year related to
special financial assistance. The same amount was posted in the “special public management account” as an
asset category on the balance sheet.
It is to be noted that the amount mentioned above in the special public management account reflects one that
should be posted as special assistance fund at the end of the fiscal year and it is expected to differ from the
actual amount that will be received in the future.
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7. Accumulated depreciation of premises and equipment was ¥23,175 million.

8. Deduction entry of premises and equipment was ¥2,570 million.
There was no deduction during the fiscal year.

9. Borrowed money includes ¥278,171 million in subordinated debts, which have a claim subordinate to other
obligations.

10. Total number of authorized shares
Common stock: 5,189,000 thousand
Preferred stock: 700,000 thousand

Total number of shares outstanding

Common stock: 2,501,536 thousand
The 2nd preferred stock: 102,000 thousand
The 3rd preferred stock: 386,398 thousand
The 4th preferred stock: 120,000 thousand

11. Dividend Limitations
Under the articles of incorporation, no stockholder will receive more than ¥13.75 annually in dividend per share
on the 2nd preferred stock issued on October 1, 1996, ¥3.20 annually per share on the 3rd preferred stock
issued on July 29, 1997, or ¥15.0 annually per share on the 4th preferred stock issued on March 31, 1998.

12. There was no surplus (or loss) which was subject to Article 17 (2-4) of the Banking Law, applied in accordance
with the first paragraph of Article 17 of the Long-Term Credit Bank Law, which restricts the allocation of surpluses
to dividends.

13. Compensation for loss with capital surplus and legal reserve
Amount compensated for loss: ¥137,414 million
Date of loss compensation: June 1997

(Statement of Loss)

1999

1. Other operating expenses include a loss of ¥4,967 million incurred on the sales of real estate secured loans to
the Cooperative Credit Purchasing Co., Ltd. and a loss of ¥6,914 million in connection with sales of overseas
private loans.

2. “Other income” includes special assistance funds corresponding to an excess of liabilities over assets
determined after settlement of accounts for the concerned fiscal year, as described in Notes 6 on the balance
sheet.

It is to be noted that this amount, representing the amount to be posted in special assistance funds, may differ
from the actual amount to be received in the future.
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(Leasing Items)

1999

1. Finance leases without transfer of ownership to lessees
« Amounts equivalent to the acquisition cost and accumulated depreciation and ending balance of leased prop-
erty

Amount equivalent to the acquisition cost

Equipment: ¥7,868 million
Others: 56 million
Total: ¥7,925 million
Amount equivalent to accumulated depreciation
Equipment: ¥3,219 million
Others: ¥38 million
Total: ¥3,258 million

Amount equivalent to the year-end balance

Equipment: ¥4,649 million
Others: ¥17 million
Total: ¥4,667 million

Note: The amount equivalent to the acquisition cost includes interest expenses, as amount of obligations
accounts for only a small portion of tangible fixed assets at the end of the fiscal year.

o Amount equivalent to the balance of leases at the end of the fiscal year

Due within one year: ¥1,447 million
Due after one year: ¥3,220 million
Total: ¥4,667 million

Note: The amount equivalent to the balance of obligations at the end of the fiscal year includes interest ex-
penses because of their immateriality at the end of the fiscal year.

« Total lease payment for the year (equivalent to depreciation expenses) stood at ¥1,457 million.

¢ Calculation method for amount equivalent to depreciation
Depreciation was calculated based on the straight-line method with zero residual value with the lease period
deemed to be the useful life.

2. Operating leases

¢ Obligations
Due within one year: ¥288 million
Due after one year: ¥86 million
Total: ¥374 million

(Additional Information)

1999

1. Enterprise tax had been included in the “Other expenses” until it was transferred to the “Provision for income
taxes” in fiscal year ended in March 1999. This transfer does not affect operating loss or loss before income
taxes.

2. For subsidiaries, associates and affiliates, the Bank adopted the provisions in the regulations on financial state-
ments which were revised in line with Paragraph 2 of supplementary rules of the “Ministerial ordinance to par-
tially revise the rules concerning the terms, format and preparation method of financial statements” (MOF Ordinance
No. 135, 1998). This adoption does not affect net loss.
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Capital Adequacy Ratio <Non-Consolidated> (Domestic Standard)

(In millions of yen)

Item 1998 1999

Tier0O O Capital — 291,290
incl. Non-cumulative perpetual preferred stock — 55,500
Newly issued stock — —
Capital surplus — 73,831
Legal reserve — _
Voluntary reserve — —
Profit carried forward to next term — —
Others — 0 465,208
Goodwill (O ) — —
Total (A) 416,988 0 100,086
TierO O General reserve for possible loan losses 19,769 33,570
Subordinated debt 365,749 285,999
Total 385,518 319,570
Tier O capital qualifying as capital (B) 385,518 —

s s | Hors o o e pare S - -
Capital (A)+(B)-(C) (D) 802,507 0 100,086
Risk-weighted Balance-sheet exposure 9,090,198 5,053,853
assets Off-balance-sheet exposure 634,688 317,465
Total (E) 9,724,886 5,371,319
P - FE

Note:

The capital adequacy ratio has been calculated according to the formula stipulated in the MOF notice based on Article 14-2 of the
Banking Law applied in the first half of Article 17 of the Long-Term Credit Bank Law. The Bank adopts the domestic standard.
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Gross Profit, Business Profit (gyomu jun-eki)

(In millions of yen)

1998 1999
Domestic International Domestic International
Total operations operations Total operations operations
Net interest income 124,348 93,929 30,419 36,375 10,668 25,707
Income 439,797 357,726 91,099 345,524 257,766 94,487
09,0280 (3 06,7290
Expenses 315,449 263,797 60,680 309,148 247,098 68,780
09,0280 06,7290
Net fees and commissions 17,594 16,724 870 1,922 1,384 538
Received 19,872 17,637 2,235 3,612 2,420 1,192
Paid 2,277 912 1,365 1,689 1,035 653
Net trading revenue 01,211 010,744 9,532 1,941 3,410 01,469
Revenue 1,520 718 802 2,074 1,982 92
Expenses 2,732 11,463 08,730 133 01,428 1,561
Net other operating income 37,421 40,786 03,364 [ 54,895 03,337 051,557
Income 69,122 52,325 16,797 49,162 35,140 14,022
Expenses 31,701 11,539 20,162 104,058 38,478 65,579
Gross business profit 178,152 140,695 37,457 [0 14,655 12,125 026,781
Gross business profit ratio (%) 1.56 1.33 2.92 00.14 0.12 03.33
Business profit (gyomu jun-eki) 130,095 0 345,023

Notes:

1. Domestic operations cover yen-denominated transactions in domestic offices. International operations cover foreign-currency
denominated transactions in domestic offices and transactions in overseas offices, also including yen-denominated transactions

with non-residents and transactions through off-shore-accounts.

2. Interest expenses, expenses for fees and commissions and expenses for other operations are calculated by deducting the
following, respectively: Interest expenses corresponding to money held in trust (¥7,009 million for the year ended March 31, 1998
and ¥2,577 million for the year 1999), commission for debenture redemption (¥257 million for the year ended March 31, 1998 and
¥26 million for the year 1999), and amortization of debenture issue costs (¥1,471 million for the year ended March 31, 1998 and

¥620 million for the year 1999).

3. Figures in parenthesis for interest income and interest expenses, respectively, indicate interests on debt/credit between domestic
operations and international operations.

4. Gross business profit ratio = Gross business profit / Average balance of interest-earning assets x 100

5. Business profit has been calculated by deducting transfer to general reserve for loan losses, general and administrative
expenses, commissions for debenture redemption, amortization of debenture issue costs, etc., from gross business profit.

Profit Ratio %)
Fiscal year
\E\V 1998 1999
Net income-to-average total assets ratio 0.13 oo
Net income-to-average stockholder’s equity ratio 5.52 oo
Note:
As regards the year ended March 31, 1999, no profit ratios are indicated because of the occurrence of net losses.
Net Interest Margin %)
1998 1999
Domestic International Domestic International
Total operations operations Total operations operations
Return on interest-earning assets 3.85 3.38 7.10 3.32 2.58 11.76
Cost of funds 3.51 3.17 5.7 3.80 3.23 9.22
Net interest margin 0.34 0.21 1.39 00.48 0 0.65 2.54

27



Average Balances of Interest-Earning and Bearing Accounts

(In millions of yen)

1998 1999
Total [ DMeRe [uelnalone | toa [ Bemente TMernefione

Interest-earning 0 431,7030 ] 380,84401
assets fverage 11,410,112 | 10,559,090 1,282,725 | 10,395,202 9,972,833 803,213

09,0280 0 6,7290
Interest 439,797 357,726 91,099 345,524 257,766 94,487
Yield (%) 3.85 3.38 7.10 3.32 2.58 11.76
Loans and bills | fverage 8,377,608 7,918,175 459,433 7,600,592 7,404,350 196,242
discounted Interest 200,396 173,474 26,921 128,376 118,320 10,055
Yield (%) 2.39 2.19 5.85 1.68 1.59 512
Securities fverage 2,512,026 1,920,279 591,746 1,927,718 1,573,938 353,780
Interest 64,835 30,451 34,384 32,852 19,732 13,120
Yield (%) 258 158 5.81 1.70 1.25 3.70
Bills bought Qggggg 410 410 —0 18,062 18,062 =
Interest 1 1 —0 58 58 —
Yield (%) 0.46 0.46 — 0.32 0.32 =
Call loans é\;gggg 226,552 189,506 37,045 480,329 479,965 364
Interest 2,867 817 2,050 1,404 1,383 20
Yield (%) 1.26 043 553 0.29 0.28 5.76
Due from banks | fverage 188,876 10,938 177,937 244,399 7,558 236,840
Interest 4,462 54 4,407 4141 22 4,118
Yield (%) 2.36 0.50 2.47 1.69 0.30 173
Interest-bearing 0 431,7030 1 380,84401
liabilities fverage 10,548,638 9,752,033 1,228,308 9,412,620 8,986,234 807,229
09,0280 06,7290
Interest 315,449 263,797 60,680 309,148 247,098 68,780
Yield (%) 2.99 2.70 4.94 3.28 2.74 8.52
Debentures puerage 6,698,057 6,694,092 3,964 4,499,972 4,499,972 =
Interest 166,661 166,399 262 111,212 111,212 =
Yield (%) 2.48 2.48 6.60 2.47 247 =
Deposits g\ggﬁgg 1,632,969 1,208,941 424,028 1,924,867 1,790,249 134,618
Interest 21,808 9,901 11,907 21,603 17,800 3,802
Yield (%) 1.33 0.81 2.80 112 0.99 2.82
Certificates of | fAverage 294,414 292,733 1,681 445,689 445,689 —
deposit Interest 2,292 2,186 105 3,715 3,715 —
Yield (%) 0.77 0.74 6.28 0.83 0.83 =
Borrowings @\a/gggee 481,480 338,547 142,932 602,114 317,312 284,802
Interest 16,382 10,381 6,000 18,234 6,403 11,831
Yield (%) 3.40 3.06 419 3.02 2.01 415
Commercial @;&fggg O O O 8,844 8,844 —
paper Interest O 52 52 —
Yield (%) 0 0.59 0.59 =
Bills sold puerage 229,686 229,686 — 323,778 323,778 =
Interest 1,666 1,666 —[] 2,215 2,215 —
Yield (%) 0.72 0.72 — 0.68 0.68 =
Call money fverage 799,627 664,110 135,516 1,359,049 1,359,021 28
Interest 12,237 4,845 7,391 10,333 10,331 1
Yield (%) 153 0.72 5.45 0.76 0.76 5.29

Notes:

1. Interest-earning assets are calculated by deducting the average balance of non-interest-bearing deposits. Interest-bearing
liabilities accounts are calculated by deducting the average balance and interest of the amount corresponding to money held in
trust.

2. Figures in parenthesis indicate the average balance and interest (inserted) of debt/credit between domestic operations and
international operations.

3. The average balance of foreign-currency denominated transactions in domestic offices in international operations has been
calculated according to the daily current method, in which the middle price of the current day is applied to non-exchange
transactions of the day.
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Analysis of Interest Income and Interest Expenses

(In millions of yen)

1998 1999

Domestic International Domestic International

Total operations | operations Total operations | operations

Interest income  |nde 01 494 577 (84507 | (249,522 039,074 119,809 134,045

Changedueto) (5 307,333 0 21,586 01 160,990 [ 55,199 0 80,147 37,432

Net change (501,910 (106,183 0 410,512 (194,273 (199,956 3,387

Loans and bills | gande e 0 [1 49,357 1 26,755 [137,679 118,570 011,252 115,396

discounted Change due o [0 58,759 042,301 171,380 0 53,449 [ 43,901 01,470

Net change (108,116 0 69,056 0 39,059 172,019 0 55,153 116,866

Securities change due o 0 27,821 016,355 (79,880 015,075 (05,472 (013,825
Change due to

e 09,113 010,139 0 559 0 16,908 0 5,247 07,438

Net change 0 36,934 0 26,494 010,439 031,983 010,719 021,263

Bills boughtr] | ande 4810 024 024 — 81 81 —
Change due to

O interegst rate oo 0o - 025 025 _

Net change 024 024 — 56 56 —

Call loans change due to 01,251 421 06,381 3,197 1248 02,028
Change due to

Change due (14,746 0130 93 01 4,660 01683 01

Net change 0 5,997 291 006,288 01,463 565 (12,029

Due from banks | iange dueto 014,322 0 255 014,028 1310 016 1,454
Change due to

e o 02,525 055 02,508 01,631 015 01,745

Net change 016,847 0310 016,536 0 321 0 31 [ 289

Interest expenses |SIENE UETOT ) 479 gag 076,310 0 220,738 0] 33,966 0 20,676 020,793
Change due to

Lhange due [ 292,042 034,734 0 154,082 27,666 3,978 28,895

Net change 00 471,078 0111,044 0 374,820 0 6,300 (116,698 8,102

Debentures | uande U810 0 69,000 01 69,001 1 054,512 054,414 0 261
Change due to

Change due 018412 (18,410 02 00937 0773 01

Net change 077,412 077,411 01 0 55,449 055,187 [ 262

Deposits change due o 024,782 002,325 032,413 3,882 4,708 008,103
Change due to

Change duc 015,743 2,983 08,771 0 4,087 3,191 01

Net change 00 40,525 658 041,184 0 205 7,899 018,104

Certificates of | ;hange dueto 5,330 13,388 02,741 1,164 1131 0105
i Change due to

deposit Change due [ 436 363 0 259 397 oo

Net change 0 5,766 003,025 02,741 1,423 1,528 0105

Borrowings | aande e 10 01,766 112,935 1539 4,101 0649 5,044
Change due to

Change due 02,727 (12,428 0 670 012,249 (13,328 0114

Net change 004,493 015,363 869 1,852 003,977 5,830

Commercial gggﬂ%g due to — = —
Change due to

paper imere%t rate 52 52 _

Net change 52 52 —

Bills sold change due to 388 388 — 677 677 —
Change due to

e o 468 468 — 0129 0129 —

Net change 856 856 — 548 548 —

Call money change due o 16,360 3,301 012,414 8,559 5,003 07,384
Change due to

Change due [0 24,259 1,124 89 (110,463 482 06

Net change 007,899 4,425 012,325 001,904 5,485 (17,390

Note:

Where the factor of change concerns both balance and interest rate, the factor has been included in the change due to interest rate.
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Fees and Commissions

(In millions of yen)

1998 1999 Change
Total Dome_stic Internatvional Total Dome_stic Internat_ional Total Dome_stic Internat_ional
operations operations operations operations operations operations
Net fees and Commissions 17,594 16,724 870 1,922 1,384 538 | 015672 | [O15,340 0332
Fees and commissions recieved 19,872 17,637 2,235 3,612 2,420 1,192 016,260 015,217 01,043
Bonds, deposits, loans 16,972 16,497 474 1,070 906 163 | 015902 | 0O 15,591 031
Exchange 394 97 297 149 78 70 0245 019 0227
Securities-related 753 619 134 753 697 55 0 78 o779
Agency 213 194 19 137 132 5 076 062 014
Custody services 14 14 —I 16 16 — 2 2 —
Guarantees 517 80 437 402 99 303 0115 19 0134
Others 1,005 133 872 1,088 492 596 83 359 0276
Fees and commissions paid 2,277 912 1,365 1,689 1,035 653 0588 123 o712
Exchange 253 27 225 44 22 21 0209 0o5b5 0204
Others 2,024 884 1,139 1,645 1,013 632 0379 129 0507
Other Operating Income and Expenses (In millions of yen)
1998 1999 Change
Total Dome_stic Internat_ional Total Domestic Internat_ional Total Dome_stic Internat_ional
operations operations operations operations operations operations
Net other operating income 37,421 40,786 03,364 | 54,895 03,337 | 051,557 | 092,316 | 044,123 | 048,193
Foreign exchange transactions 16 — 16 01,245 — 01,245 01,261 — 01,261
Bond operations 15,582 22,479 06,896 | 44,859 0 6,041 038,817 | 060,441 028520 ( 031,921
Others 21,822 18,306 3,515 08,790 2,703| 011,494 | 030612 015603 015009
General and Administrative Expenses (In millions of yen)
1998 1999
Remunerations, allowances 16,854 16,294
Retirement allowances 153 776
Transfer to reserve for retirement allowances 981 894
Welfare expenses 743 740
Depreciation expenses 4,764 3,347
Leasing fees for land, buildings and machinery 10,457 9,259
Maintenance expenses 193 282
Expenses for consumable goods 679 594
Utility expenses 795 735
Travel expenses 498 355
Communication expenses 841 708
Publicity expenses 1,868 1,704
Taxes and public charges 2,120 1,820
Other 13,159 12,221
Total 54,110 49,735
Employees
1997 1998 1999
Number of| Average | Average | Average |Nymper of| Average | Average | Average \nymper of| Average | Average | Average
years of | monthly years of | monthly years of | monthly
employees|  age  lemployment| salary [EMPlOyees| age lemployment| salary [EMPlOyees| age  femployment| salary
Male 1,567 |37 years and|13 years and 1,466 |37 years and|14 years and 1,338 |38 years and[14 years and
0 2 months 3 months 10 months (1 months 4 months (6 months
Female 959 (28 years and|8 years and 824 |29 years and|9 years and 712 (31 years and|10 years and
10 months |5 months 11 months [7 months 2 months |10 months
TTbtal or average 2,526 |34 years and|11 years and (¥446,976 [ 2,290 [35 years and|12 years and|¥411,398 | 2,050 |35 years and[13 years and|¥443,336
0 months  [5 months 0 months  [5 months 10 months |3 months

Notes:

1. Number of employees does not include non-regular staff, part-timers or overseas local employees (351 in March 1997, 60 in

March 1998 and 65 in March 1999).

2. Average monthly salary includes overtime allowances for March and excludes bonuses.
3. Increases in average monthly salary are due to the suspension of new employment, changes of personnel structure
accompanying increased retirement among young employees and other factors.
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Market Value Information on Securities

(In millions of yen)

Fiscal year 1998 1999
Book value | Market value | Netunrealized | gooy vajue | Market value |Net unrealized ————— Unrealized
profit profit profit loss

Investment securities

Bonds 304,088 306,019 1,930 25,640 26,050 409 419 10

Stocks 623,289 514,927 0 108,361 402,006 409,625 7,618 7,705 86

(incl. treasury stock) 00O ooo 0ooo Oo—0 Oo—0 Oo—0 O—0 O—0

Others 249,868 216,413 0 33,454 222,291 229,551 7,260 7,280 20
Total 1,177,246 1,037,361 0 139,885 649,938 665,226 15,288 15,406 117
Notes:

1. Securities provided in the table refer to listed securities (bonds are composed of national government, local government and
corporate bonds). The market value is mostly based on the closing price at the Tokyo Stock Exchange. The market value of
listed bonds for the fiscal year ended in March 1999 is based on the closing price at the Tokyo Stock Exchange or the price
calculated with the yield on issues listed in the over-the-counter bond (standard) quotation table released by the Japan Securities
Dealers Association.

2. The following table shows the estimated market values of unlisted securities which can be evaluated by market value.

(In millions of yen)

Fiscal year 1998 1999
) ; 0
Book value | Marketvalue | Netunrealized | gook vajue | Market value |Net unrealized —=———— Uiz
profit profit profi loss

Investment securities O

Bonds 380,013 384,578 4,565 144,969 144,371 598 1,446 2,044

Stocks 20,038 14,412 15,625 8,656 9,665 1,009 2,206 1,197

Others 105,242 62,027 043,215 27,088 26,296 0792 226 1,019
Total 505,294 461,018 044,275 180,714 180,333 0 381 3,879 4,260

The market value of OTC securities is based on executed prices reported by the Japan Securities Dealers Association. For
public securities, the market value is calculated using the yield on issues listed in the over-the-counter bond (standard)
guotation table released by the Japan Securities Dealers Association. For securities investment trust certificates, the standard
price is used. The market value of US OTC securities is mainly based on executed prices publicized by NASDAQ.

3. The “Bonds,” “Stocks,” and “Others” categories used in this table and Note 2 above correspond to those on the balance sheets.
4. The “Others” category in this table is composed mainly of securities lent and foreign bonds. The “Others” category in Note 2
O above comprises securities investment trust certificates and foreign bonds.

5. The following table shows the book value of securities which are excluded from the tables above.

(In millions of yen)

w 1998 1999

Investment securities | Unlisted public bonds with maturity within 1 yearQO 28,806 113,056
Unlisted domestic bonds excluding public bonds 52,919 68,606
Unlisted bonds excluding domestic bonds 192,785 67,980
Unlisted stocks in affiliated companies 27,104 26,539

6. Trading securities posted in the trading account were assessed at market value, and unrealized profit and loss was posted on
the statements of income (loss). These securities are not included in this table.

Market Value Information on Money Held in Trust

(In millions of yen)

Fiscal year 1998 1999
Market Net l Market Net
Book value value unrealized [ ynrealized Unrealized | BOOK value value unrealized [ Unrealized Unrealized
profit profit loss profit profit loss
Money held in trust 72,622 73,156 533 1,172 638 12,754 12,789 34 34 —C

Notes: The market value of money held in trust is based on the reasonable price calculated by trustees.

1. The market value of listed securities is based on the closing price at the Tokyo Stock Exchange or the price calculated with the [
Ovyield on issues listed in the over-the-counter bond (standard) quotation table released by the Japan Securities Dealers [0 [0 0 O
0 Association.

2. The market value of OTC stock is based on executed prices reported by the Japan Securities Dealers Association.

31



Derivatives

1. Conditions

Fiscal Year ended March 1999 (April 1, 1998 - March 31, 1999)

(1) Details of transactions

Derivatives involve interest rate-related transactions (such as interest rate futures, interest rate options, and interest
rate swaps), currency related transactions (such as currency swaps, foreign exchange forward contracts and currency
options), and stock and bond-related futures and options.

(2) Policy and purpose

Derivatives are important parts of business operations. The Bank has been using derivatives actively, while controlling
the various risks of derivative, such as market risk and credit risk.

The purpose of derivatives is to offer clients products to hedge market risks such as interest rate risk and foreign
exchange risk and to take the Bank’s own trading position by exploiting short-term fluctuations and differences among
markets in interest rates, foreign exchange rates, securities prices and other factors. In order to stabilize and maximize
the earnings, the Bank also uses derivatives in ALM operations, maintaining interest rate risk and other risks of on-
balance-sheet assets and liabilities at an appropriate level.

(3) Risks and risk management system

The two most significant derivatives-related risks are market risk and credit risk. Market risk can cause loss due to the
volatility of markets such as interest rates and foreign exchange. Credit risk occurs when the other parties to a trans-
action fail to fulfill their obligations under a contract.

It is the Bank’s policy to conduct comprehensive control of market risk and credit risk for on-balance-sheet and off-
balance-sheet transactions, thereby maintaining a proper balance between risk and profitability.

The risk management procedures are fully documented internally. Each business department conducts business op-
erations and risk management in accordance with such procedures. Independently of business departments, the Risk
Management Division monitors market risk and credit risk resulting from market transactions including derivatives,
and submits regular reports to the management. For market risk, the maximum estimated loss is calculated on a daily
basis using the value-at-risk method and the result is monitored whether it is within specified limits. If an actual loss
exceeds a maximum estimate, causal analysis is conducted. During the 247 business days from April 1998 to March
1999, the actual value-at-risk figure in trading operations at the head office was ¥400 million at the maximum and ¥100
million at the minimum, with an average of ¥200 million.

As to credit risk, the exposure is calculated by the current exposure method, the sum of the replacement cost and the
potential cost in connection with expected changes in market conditions, and is controlled together with credit risk
related to on-balance-sheet transactions such as lending. These risks are managed in line with internal regulations.
Non-consolidated credit risk at the end of March 1999 based on the risk-weighted capital ratio (domestic standards)
stood at ¥221,400 million.

(4) Market-value assessment

OTC derivatives in the trading account are assessed for market values according to internal rules which were estab-
lished in line with Article 16 (8) of the Long-Term Credit Bank Law Enforcement Regulations.
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2. Market Value of Transactions
(1) Interest rate related transactions

(In millions of yen)

1998 1999
Type Contract - o gver | Market |Net unreglized Contract — gyer | Market |Net unreglized
amount 1 year value profit amount 1 year value profit
Interest rate Sell 1,368,666 — | 1,368,327 339 916,798 — 918,593 01,794
futures Buy 1,712,905 — | 1,712,567 0338 944,607 19,997 947,086 2,479
Interest rate| Sell | Call 26,420 — — — O
2 options 010 0 0 1 0o—0 = =
g Put | 52,840 — — — O
<
L% 0160 0 16 — 0—ojo — —
Buy | Call — — [ — — O
0—0 0 — — 0—0 — —
Put — — ] [ — — O
0—0 — — o—op — —
Forward Sell _ _ _ 0 -0 — — —
rate
agreements Buy — — — — —0 = = =
Interest rate Et;;i';il? 4,600,167 | 3,515,061 112,089 112,089 | 2,610,682 | 2,057,331 93,275 93,275
Saps sziilfig 3,155,072 | 2,117,719 | 0 101,873 | 0 101,873 | 3,564,409 | 2,486,401 | O 72,767 | 0O 72,767
Rec:Flt 116,427 115,027 724 724 114,928 63,075 015 015
Pay:Flt
Interest rate| Sell | Call — — — —0 O
options 0—0 0 — — 0—0 — —
Put — — N — —0 a
o—ad B - - Oo—0jo - -
Buy | Call — — ] — — O
1) 0o—0 g — — 0o—0 = =
'(3 Put — — — —0O O
o—ad ] - - Oo—0io - -
Interest Sell 385,310 100,000 100,000 — a
swaption 03,2850 8,213 04,927 01,1500 7,606 [ 6,456
Buy 150,000 100,000 100,000 — O
01,7000 195 01,504 01,1500 0 01,149
Cap Sell 2,917 1,000 1,000 —
080 0 8 010 0 1
Buy 3,439 898 726 — O
0340 0 033 o110 0 011
Floor Sell — — 0 — —0 O
0—0 —( — 0—0 — —
Buy 718 198 119 112
010 2 0 000 1 0
Other Sell — — — —0 O
0o—0 —0 - 0—0 — —
Buy — — — — g
0o—0 — — 0—0 — —
Total 4,485 13,562
Notes:

1. As regards exchange transactions, the closing prices at the Tokyo International Financial Futures Exchange, etc., are listed.
OTC transactions are evaluated by net present value, option pricing model, etc.

2. Figures in parenthesis denote option fees accounted for in the balance sheets.

3. As regards to interest rate swaps, the amounts corresponding to accrued interest, which are accounted for in the statements of
income (loss) as income (loss) for the term, are included as follows: ¥7,289 million for the year ended March 31, 1998, and
¥2,420 million for the year ended March 31, 1999.
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4. Derivatives included in trading transactions are evaluated at market values, the profit (loss) of which is accounted for in the
statements of income (loss). Therefore, these transactions are excluded from the previous table.
Amount, etc. of derivatives included in trading transactions are as follows:
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(In millions of yen)

1998 1999
Type
Contract amount Market value Contract amount Market value
Interest rate Sell 1,795,963 1,796,553 281,401 281,928
futures Buy 1,774,806 1,775,420 289,201 289,681
Interest rate Sell Call 137,395 — O
é options 020 6 0—0 =
= Put 26,420 — O
E 030 13 0—0 —
Buy call 110,975 = O
0—0 16 0—0 =
Put — — |
o—0d - 0o—0o -
Forward rate Sell 220 54 70,000 8
agreements Buy 220 0 54 70,000 08
Interest rate Rec:Fix 20,806,261 604,060 22,098,764 533,849
Fecr
Pay:'Fix 20,850,821 0 604,301 22,107,664 0 534,796
R 159,640 0o 95,309 0o
Interest rate Sell Call — — O
options 0—0 — 0—0 —
Put — — ad
% 0—0o — 0—0o =
Buy Call — — 0
o—0d - 0o—0d -
Put — — ad
o—0 - 0—0 -
Interest swaption Sell 887,800 332,000
08,5370 14,961 0 38,8490 11,396
Buy 887,800 332,000
08,5370 14,955 03,8490 11,388
Cap Sell 1,225,126 966,904
0 27,1590 886 0 19,7050 2,238
Buy 1,225,126 966,904
0 27,1740 882 0 19,7050 2,234
Floor Sell 73,633 58,899
01,1620 2,009 01,110 1,891
Buy 73,633 58,899
01,1620 2,006 01,1110 1,887
Note:

Figures in parenthesis denote the initial call/put option fees concerning contract amounts, etc.



(2) Currency-related transactions

(In millions of yen)

1998 1999
Type i -
Contract [inol Over | Market [Netunrealized| Contract [nor over | Market |Netunrealized
amount 1 year value profit amount 1 year value profit
OTC |Currency swaps 484,254 | 387,247 3,582 3,582 | 366,034 | 323,706 4,937 4,937
incl. US dollars 415910 | 362,656 3,599 3,599 | 335560 | 313,454 4,835 4,835
incl. Others 68,344 24,591 017 017 30,473 10,252 102 102

Notes:

1. Market values have been computed from net present values.
2. As regards currency swaps, the amounts corresponding to accrued interest, which is accounted for in the statements of income
(loss) as profit (loss) for the term, are included as follows: [0 ¥3,442 million for the year ended March 31, 1998, and [0 ¥2,325

million for the year ended March 31, 1999.

3. Derivatives included in trading transactions are based on market value, the profit (loss) of which is accounted for in the
statements of income (loss). Therefore, these transactions are excluded from the above table.
Amounts, etc. of derivatives included in trading transactions are as follows:

(In millions of yen)

1998 1999
Type
Contract amount Market value Contract amount Market value
OTC | Currency swaps 1,498,292 9 1,342,735 0
incl. US dollars 1,314,526 2,780 1,235,892 3,127
incl. Others 183,765 02,770 106,842 13,126

4. Forward foreign exchange contracts, currency options, etc., have been marked to market at the fiscal year end, the
profit (loss) of which is accounted for in the statements of income (loss). Therefore, these transactions are excluded
from the above table.

Contract amounts, etc. of currency-related derivatives subject to be marked to market are as follows:

(In millions of yen)

Type 1998 1999
Contract amount Contract amount

0 Currency futures Sell —0a —0

Buy —0 —0

Currency options Sell Call —0 —0

0 0—0 0o—0
S

= Put —0 —0
S

K 0—0 0o—0

Buy Call —0 —0

0—0O0 0o—0

Put —0 —0

0—0 0o—0

a Forward foreign Sell 205,391 140,912

exchange Buy 146,529 95,337

Currency options Sell Call 351 —0

0230 0o—0

Put —0 —0

8 0—0 0o—0
e}

Buy Call —0 —0

0—0 0o—0

Put —0 —0

0—0 0o—0

Others Sell —0 —0

Buy —0 —0

Note:

Figures in parenthesis denote option fees accounted for in the balance sheets.
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(3) Stock-related transactions (In millions of yen)

1998 1999
Type Contract [Tnel Over Market |Netunrealized| Contract [l Over Market [Net unrealized
amount 1 year value profit amount 1 year value profit
O Stock index Sell —0 —0 —04 —04 —0O —0 — —
futures Buy 0—0O —0 —0o —0o —0 —0 — —
Stock index | Sell | Call —0 —0 O O —0 —0 O
8 |options 0—0 —0g —0g O0—0 q —0 —
E Put —0 —0 O o —0 —0 g
u% 0—o 0 —04 —04 o0—o g —0 —
Buy | Call —0 —0 O O —0 —0O 0
0—0 —0q —4ugd o-—o O — —
Put —0 —0 O O —0 —0 O g
0—0 —ug —4ug o0-—o O — —
O OTC stock| Sell | Call —0 —0 O O —0 —0 O O
options O—0O —00 —00 O —0O N — —
Put —0 —0 O O —0 —0 g
O 0o0—0 —0g —04  0-—0 O —0 —
5 Buy | Call —0 —0 O O —0 — [
oo—o —un —ud o-—0o O — —
Put 130,789 130,789 od 0 130,789 —
0 65,5600 0 0 0 65,5600 0 78127 12,566
Others Sell —0 —0 —0q —0 —0 —0 — —
Buy —0 —0 —00 —0O0 —0 —0O — —
Total —00 12,566
Notes:

1. Calculation of market value:
Market values of OTC transactions have been computed according to prices supplied by contracted securities companies
concerning the relevant transactions.

2. Figures in parenthesis denote option fees accounted for in the balance sheets.

3. Among the listed stocks held as of March 31, 1998, the market values of OTC put options (¥68,130 million) bought to hedge
the price decline of particular stocks have been added to the market values of listed stocks shown on page 31 (Market Value
Information on Securities).
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(4) Bond-related transactions

(In millions of yen)

1998 1999
Type Contract [Gncl.over | Market |Netunrealized| Contract [Fcl. over | Market [Netunrealized
amount 1 year value profit amount 1 year value profit
0 Bond Sell 345,089 —0O 0 346,278 01,189 —0 0 — — —0
futures Buy 285,704 —0r 286,396 692 —0OQ — — —0
Bond Sell | call —00 —00 O O —0O0 — O O
§ futures 0—0 [ 0 —O —O 0O—0 m —0 —0
é options Put —0g —0g 0 —oq —0 O O
2 0—00 & —0 —0 0—og 0 —0 —0
Buy | call —00 —00 —0o0 — O O
0—0g O —0 —0 Oo—0g O — —0
Put —00q —00 —00 — O O
0—0og O —0 —0 0—0g O —0 —0
O OTC bond| sell | call —00 —00 —00 — O O
options 0—00 0 —0 —0 0—0(g 0 —0 —
Put —00q —00 —00 — O O
O 0—0g O —0 —0 0—0g O —0 —0
5 Buy | Call —og —og —oq —d d 0
0—0g g 0O0-—0 o—0 O0—0g O — —0
Put —00 —00 0 —00 — O O
0—0g O —0 —0 0—0g O —0 —0
Others Sell —0O —0O —0 —0 —00 — —I —0
Buy —00 —00 —0a —0 —00 — — —0
Total 0497 —0
Notes:

1. Calculation of market value:
Market values of exchange transactions have been computed according to closing prices at the Tokyo Stock Exchange, etc.
2. Figures in parenthesis denote option fees accounted for in the balance sheets.
3. Derivatives included in trading transactions are marked to market, the profit (loss) at which is accounted for in the statements
of income (loss) . Therefore, these transactions are excluded from the above table.
Amounts, etc. of derivatives included in trading transactions are as follows:

(In millions of yen)

Type 1998 1999
Contract amount Market value Contract amount Market value
0 Bond futures Sell 27,979 27,936 3,948 3,950
Buy 18,370 18,332 4,494 4,509
Bond futures Sell Call 23,000 3,000
g";) options 0 940 93 0 200 25
g Put 10,000 3,000
§ 0420 40 0170 15
u Buy Call — — ad
0—0 —0 0—0O —0
Put 4,000 — O
0 300 33 0—0 —0
] OTC bond Sell Call — — ad
options 0—0 — 0—0o —0
Put — O — O
0—0 —0 0—0O —0
g Buy Call 3,000 — O
080 5 0—0O —0
Put — — |
0—0 — 0—0O —0
Others Sell — — — 0
Buy — — = —0
Note:

Figures in parenthesis denote initial call/put option fees concerning contract amounts, etc.

(5) Commaodity-related transactions

Non applicable.
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Debenture Operations

Outstanding Balance and Average Balance of Debentures -
(In millions of yen)

1998 1999
Term-end Average Term-end Average
balance balance balance balance
Nippon Credit debentures 4,616,333 5,371,786 3,803,743 3,991,773
Discounted Nippon Credit debentures 729,840 1,326,270 391,482 508,199
Total 5,346,174 6,698,057 4,195,225 4,499,972

Notes:

1. Debentures do not include debenture subscriptions.

2. Nippon Credit debentures include “Nippon Credit debentures (interest paid in lump sum),” foreign-currency denominated Nippon
Credit debentures, and convertible bonds.

Balance by Residual Period (In millions of yen)

1998 1999
Total Nippon Credit |Discounted Nippon Total Nippon Credit Discounted Nippon
debentures | Credit debentures debentures | Credit debentures
Less than 1 year 2,536,571 1,806,730 729,840 2,363,473 1,971,991 391,482
1-3years 2,023,391 2,023,391 1,702,885 1,702,885
3-5years 786,211 786,211 128,867 128,867
5-7years — — — —
Over 7 years — — — —
Total 5,346,174 4,616,333 729,840 4,195,225 3,803,743 391,482

Note:
Nippon Credit debentures include “Nippon Credit debentures (interest paid in lump sum),” foreign-currency denominated Nippon
Credit debentures, and convertible bonds.

Outstanding Balance of Issued Debentures per Office {0 ey @ itees, e s GyED)
1998 1999
Total Domestic Overseas Total Domestic Overseas
offices offices offices offices
Number of operating offices 19 18 1 19 18 1
Outstanding balance of 281,377 297,009 0 220,801 233,068 0
debentures per office

Outstanding Balance of Issued Debentures per Employee ; qumber of employees, and millions of yen)

1998 1999
Total Domestic Overseas Total Domestic Overseas
ota offices offices B offices offices
Number of employees 2,057 2,056 1 1,782 1,781 1
Outstanding balance of 2599 2600 0 2354 2 355 0
debentures per employee ’ ’ ' ’

Note:
Number of employees represents through-term average number of employees. Number of employees in domestic offices includes
the head-office.

Balance of Workers' Property Accumulation Savings i e afrsg, el i e o AGesuie)

1998 1999
Balance Number of accounts Balance Number of accounts
\S";‘\’/::ZLS(ZZES t)y accumilation 52,529 24,929 49,165 22, 521
Zaikei pension savings 7,827 3,936 7,534 3,661
Total 60,356 28,865 56,699 26,182
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Deposit Operations

Balance by Deposit Accounts

(In millions of yen)

1998 1999
Total Domestic International Total Domestic International
operatlons operatlons operatlons operatlons
0 O] Liquid deposits | Average 274,693 274,509 183 229,788 229,788 —0
balance (%) 0 16.820 022.710 00.040 011.940 012.840 —
Term-end 442,430 442,430 — 204,486 204,486 —0
balance (%) 024.500(O [028.490 — [110.8500 011.270 —
incl. Interest | Average 239,212 239,096 116 206,414 206,414 —0
bearing balance (%) 0 14.650(0 019.780 0 0.030 010.720 011.530 —
deposits Term-end 382,817 382,817 — 155,887 155,887 —0
balance (%) 016.770(0 019.500 — 08.270 0 8.590 —
Time deposits Average 992,609 931,904 60,704 1,595,366 1,558,650 36,716
balance (%) 0 60.790 0 077.080 014.320 0 82.8800 [ 87.0601 027.270
Term-end 1,147,530 1,102,411 45118 1,641,601 1,606,639 34,962
balance (%) 0 63.5500 (1 071.000 017.830 [087.130 [188.5701 1 49.9000
incl. Fixed free | Average 912,716 912,716 1,497,558 1,497,558
2 | |interest time | balance (%) 00 55.890 0 75.500 077.800 0 83.650
08). deposits Term-end 1,095,418 1,095,418 1,535,846 1,535,846
&l balance (%) 00 60.6601 [0 1 60.6601 0 81.520 [084.6701
incl. Variable | Average 19,188 19,188 61,091 61,091
free interest | balance (%) 01.180(0 01.580 03.170 03.410
time deposits | Term-end 6,993 6,993 70,793 70,793
balance (%) 00.390(0 00.450 0 3.760 0 3.900
Others Average 365,666 2,527 363,139 99,713 1,811 97,902
balance (%) 0 22.390 00.210 0 85.640 05.180 0o0.100 072.730
Term-end 215,846 7,967 207,879 37,985 2,885 35,100
balance (%) 011.950(0 00.510 082.170 02.020 00.160 00 50.100
Total Average 1,632,969 1,208,941 424,028 1,924,867 1,790,249 134,618
balance (%) 0 100.000 0 100.000 0100.000| O 100.0000 0 100.0001 0 100.000]
Term-end 1,805,807 1,552,809 252,997 1,884,073 1,814,011 70,062
balance (%) 0 100.000|0 (0 100.0000 J100.0000 0 100.0000 [0 100.0000 1 100.0000
Certificates of deposit Q;Iez;r?gee 294,414 292,733 1,681 445,689 445,689 —
Term-end 329,890 329,890 — 611,280 611,280 —
balance
Total Q;Iearr?cgee 1,927,384 1,501,674 425,709 2,370,557 2,235,938 134,618
Term-end 2,135,697 1,882,699 252,997 2,495,353 2,425,291 70,062
balance
Notes:

1. Time deposits (in general) = Time deposits
0 Fixed free interest time deposits = Deregulated interest time deposits for which the interest up to the due date is determined when

the deposits are made.
0 Variable free interest time deposits = Deregulated interest time deposits for which the interest varies according to changes in

market interest rates during the period of deposit.

2. Liquid deposits = Deposits at notice + Ordinary deposits + Current deposits
3. Average balance of domestic offices' foreign-currency denominated transactions in the international operations sector has been
computed by the daily current method.
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Balance of Time Deposits by Residual Period

(In millions of yen)

1998 1999
Total Fixed free Variable free Total Fixed free Variable free
interest interest interest interest

Less than 3 months 878,265 864,733 3,450 900,725 896,327 3,363
3 - 6 months 97,217 96,417 800 231,777 230,777 1,000
6 months - 1 year 102,615 101,372 1,243 339,453 339,453 0
1- 2 years 23,036 22,036 1,000 32,171 32,171 —
2 - 3years 10,401 9,901 500 101,168 34,738 66,430
More than 3 years 35,992 956 — 36,305 2,377 —
Total 1,147,530 1,095,418 6,993 1,641,601 1,535,846 70,793
Outstanding Balance by Depositor (In millions of yen, %)

1998 1999

Balance Share Balance Share

Corporations 984,429 59.7 755,947 415
Individuals 161,167 9.8 568,886 31.2
Public sector 103,022 6.2 44,565 2.4
Financial institutions 400,018 24.3 454,784 24.9
Total 1,648,638 100.0 1,824,183 100.0
Note:

The above balance does not include certificates of

transaction accounts

Outstanding Balance per Office

deposit, deposits at overseas offices and specific international financial

(In number of offices, and millions of yen)

1998 1999
Il I R e
Number of operating offices 19 18 1 19 18 1
Deposits per office 112,405 116,532 38,118 131,334 136,688 34,962
OUtStandmg Balance per Employee (In number of employees, and millions of yen)
1998 1999
Total Dom_estic Overseas Total Domestic Ove!'seas
offices offices offices offices
Number of employees 2,057 2,056 1 1,782 1,781 1
Deposits per employee 1,038 1,020 38,118 1,400 1,381 34,962

Notes:

1. The above amounts of deposits include certificates of deposit.
2. Number of employees represents through-term average number of employees. Number of employees in domestic offices]

includes the head-office.
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Loan Operations

Outstanding Balance of Loans (In millions of yen)

1998 1999

Total Domestic International Total Domestic International

ota operations operations e operations operations
Loans on deeds | Average balance 5,082,193 4,675,516 406,677 4,050,273 3,886,943 163,329
Term-end balance 4,375,347 4,176,111 199,235 3,581,685 3,456,167 125,518
Loans on notes | Average balance 3,206,142 3,153,386 52,756 3,507,647 3,474,734 32,912
Term-end balance 3,352,926 3,307,927 44,998 3,576,741 3,554,281 22,459
Overdrafts Average balance 82,257 82,257 —0 35,624 35,624 —
Term-end balance 47,150 47,150 — 43,968 43,968 —
Bills discounted | Average balance 7,014 7,014 —0 7,047 7,047 —
Term-end balance 6,406 6,406 — 6,688 6,688 —
Total Average balance 8,377,608 7,918,175 459,433 7,600,592 7,404,350 196,242
Term-end balance 7,781,830 7,537,595 244,234 7,209,084 7,061,106 147,977

Note:

Average balance of domestic offices' foreign-currency denominated transactions in the international operations sector has been
computed by the daily current method.

Balance by Residual Period

(In millions of yen)

1998 1999
Total Fixed interest |Variable interest Total Fixed interest |Variable interest
Less than 1 year 4,455,138 4,625,269
1-3years 1,132,241 982,839 149,402 1,076,193 961,751 114,442
3 -5years 1,198,800 1,105,919 92,881 838,484 762,435 76,048
5- 7 years 244,934 197,273 47,660 210,962 167,103 43,858
Over 7 years 703,564 444,706 258,857 414,204 375,283 38,921
Indefinite period 47,150 —{ 47,150 43,968 — 43,968
Total 7,781,830 7,209,084

Note:
No distinction has been made between fixed interest and variable interest, as regards loans with a residual period of less than 1
year.

Proportional Ratio of Loans Against Debentures and Deposits 7 TS GRvier, )

1998 1999
Total Domestic International Total Domestic International
operations operations operations operations
Loans (A) 7,781,830 7,537,595 244,234 7,209,084 7,061,106 147,977
Debentures and deposits (B) 7,481,871 7,228,874 252,997 6,690,579 6,620,517 70,062
(A)/ (B) 104.00 104.27 96.53 107.74 106.65 211.20
Through-term average 97.12 96.61 106.92 110.62 109.92 145.77

Notes:
1. Debentures do not include debenture subscriptions.
2. Deposits include certificates of deposit.

Loans to Small/Medium-Size Companles (In number of borrowers, millions of yen, %)

1998 1999
Number of A t Number of A t
borrowers moun borrowers TSI
Total loans balance (A) 11,239 7,678,561 9,418 7,159,435
Balance of loans to small/medium-size companies (B)J 9,949 4,709,306 8,263 4,445,457
U BOOO AOO 88.52 61.33 87.73 62.09

Notes:

1. Balance of loans in the above table does not include deposits at overseas offices and specific international financial transaction
accounts.

2. Small/medium-size companies refer to corporations whose capital is less than ¥100 million (less than ¥30 million for wholesalers, and
less than ¥10 million for retailers, food-and-beverage stores and service companies), or the corporations / individuals whose
ordinary employees total less than 300 (less than 100 for wholesalers and less than 50 for retailers, food-and-beverage stores and
service companies).
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Breakdown of Loans by Industry

(In number of borrowers, millions of yen, %)

1998 1999
vt borrowers | - loans | Shar® | Borrowers | -loans . | Share
Loans from domestic offices 11,239 7,678,561 100.00 9,418 7,159,435 100.00
(excluding special international financial
transactions accounts)

Manufacturing industries 761 573,264 7.47 638 553,399 7.73
Food processing 65 15,813 0.20 57 13,874 0.19
Textiles 33 94,072 1.23 29 87,126 1.22
Timber & timber products 12 5,440 0.07 9 4,469 0.06
Pulp, paper, paper-processed products 52 90,644 1.18 47 100,065 1.40
Publishing, printing & related industries 38 5,560 0.07 26 4,843 0.07
Chemical industries 86 58,094 0.76 79 51,895 0.72
Oil refining 11 35,302 0.46 11 30,118 0.42
Ceramic & earth-related 47 37,344 0.49 35 31,941 0.45
Iron and steel 39 62,556 0.81 33 71,615 1.00
Non-ferrous metals 35 21,899 0.29 &l 19,760 0.27
Metal products 40 18,258 0.24 32 17,888 0.25
Machinery 60 19,848 0.26 48 21,933 0.31
Electric machinery & appliances 93 43,816 0.57 76 42,097 0.59
Transport machinery & appliances 55 31,090 0.40 47 25,503 0.36
Precision machinery & appliances 23 7,556 0.10 20 9,147 0.13
Others 72 25,963 0.34 58 21,117 0.29

Agriculture, forestry & fisheries 14 5,533 0.07 12 4,758 0.07

Mining 25 12,350 0.16 20 10,698 0.15

Construction 190 285,310 3. 157 292,204 4.08

Financial & insurance industries 266 2,011,491 26.20 231 1,608,099 29 46

Wholesaling & retailing 607 345,968 4.51 494 331,348 4.63

Real estate 689 2,464,699 32.10 637 2,574,741 35.96

Transport & telecommunications 217 227,312 2.96 199 196,355 274

Electricity, gas, heat supply, water 30 47,359 0.62 27 44,093 0.62

Services 840 1,540,491 20.06 744 1,417,845 19.80

Local public institutions 2 79 0.00 2 58 0.00

Individuals . A 7,521 54,879 0.71 6,197 50,716 0.71

oof\f/itz;sseas yen loans implemented by domestic 77 109,820 1.43 60 75116 1.05

Loans from overseas offices, and special 97 103,268 100.00 73 49,648 100.00
international financial transactions accounts

Governments, etc. 2 3,054 2.96 2 3,032 6.11

Financial institutions 13 6,957 6.74 9 4,162 8.38

Commerce & industries 82 93,256 90.30 62 42,453 85.51

Others — — — — — —0

Total 11,336 7,781,830 9,491 7,209,084
Balance of Loans by Purpose of Use (In millions of yen, %)
1998 1999
H Balance Share Balance Share
Capital investment 1,584,205 20.36 1,351,300 18.74
Working capital 6,197,624 79.64 5,857,783 81.26
Total 7,781,830 100.00 7,209,084 100.00

Breakdown of Customers’ Liabilities for Acceptances and Guarantees

(In millions of yen)
1998 1999
Bills accepted 0 —
Letters of credit 1,130 —
Guarantees 428,346 318,408
Total 429,477 318,408
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Breakdown of Loans by Collateral

(In millions of yen)

. 1998 1999

Securities 98,291 91,852
Claims 1,873,564 1,686,883
Merchandise 21,569 21,513
Land & buildings 3,072,104 3,164,333
Factories 2,814 3,006
Foundations 384,798 325,159
Vessels 24,680 16,659
Others 1,176,232 1,081,435

Total 6,654,055 6,390,843
Guarantees 533,497 294,109
Credits 594,277 524,131

Total 7,781,830 7,209,084

(incl. Loans with special subordinate conditions) 40,5220 0 30,5520

Note:

Includes loans reserved with conditions necessary for counteraction against a third party.

Breakdown of Acceptances and Guarantees by Collateral

(In millions of yen)

0 1998 1999
Securities 7,521 7,503
Claims 5,888 3,058
Real estate 32,348 11,715
Others 84,274 61,190
Total 130,033 83,468
Guarantees 3,732 1,867
Credits 295,711 233,072
Total 429,477 318,408

Balance of Housing Loans and Consumer Loans

(In millions of yen)

0 1998 1999
Housing loans 28,016 24,657
Consumer loans 10,082 9,174
Loans per Office (In number of offices, millions of yen)
1998 1999
Total Domestic Overseas Total Domestic Overseas
ota office office Q& office office
Number of operating offices 19 18 1 19 18 1
Loans per office 409,570 432,323 — 379,425 400,504 —0
Loans per Employee (In number of employees, millions of yen)
1998 1999
Domestic Overseas Domestic Overseas
Total office office Total office office
Number of employees 2,057 2,056 1 1,782 1,781 1
Loans per employee 3,783 3,784 —0 4,045 4,047 —0

Note:

Number of employees represents through-term average number of employees. Number of employees in domestic offices includes

the head-office.
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Write-Off of Loans

(In millions of yen)

0 1998 1999

Write-off of loans 32,343 51,879

Reserve for Possible Loan Losses (In millions of yen)

1998 1999
Balance at Decrease Balance |Balance at Decrease Balance
term Increase at term- term Increase at term-
beginning Offseton| oipers end |beginning Offseton| others end
purpose purpose
General reserve 03190 p
27,078 | 19,769 —[p 27,078 19,769 19,769 | 300,531 — | 19,769| 300,531
Specific reserve 0 0O 7380 02,6370
612,896 | 235,704 | 39,574 136,238 | 672,788 670,151 13,347,658 26,077 | 644,073 (3,347,658
incl. loans to non-residents | 0 O 4310 02,1910
of Japan 16,352 8,987 2,964 6,230| 16,145 13,953 45,305 1,176 14,968 45,305
Country risk reserve 851 524 —Ip 851 524 524 7 — 524 7

Note:
Figures in the parenthesis in the balance at term's beginning denote conversion difference due to foreign exchange fluctuations.

Loans to Restructuring Countries (In millions of yen)

1998 1999
- Country Balance Country Balance
Loans to restructuring countries Russia,etc. 2,596 | Republic of Indonesia 21
Other (4 countries) 28
O Total 2,624 | Total 21
(Percentage of total assets) 000.020 O | (Percentage of total assets) 00.0000

Note:
Loans to restructuring countries are loans which are subject to reserves with respect to country risk reserves according to accounting
standards for banks provided by the Bankers' Association of Japan (previously, the Federation of Bankers' Association of Japan).

Risk Kanri Saiken (Risk-Monitored Loans)

(In millions of yen)

0 1998 1999
Loans to bankrupt companies 430,335 1,527,873
Past due loans 781,206 2,195,012
Loans overdue for 3 months or more 34,141 1,641
Restructured loans 486,259 50,227
Total 01,731,942 3,774,755

Note:

“Loans to bankrupt companies” are loans to borrowers for which uncollected interest has not been accrued because collection or
payment of principal or interest cannot be anticipated due to substantial duration of the delay of the said payment, or due to any of
the events listed below. (This excludes the portion where bad debts were written off, which hereafter shall be called “accrued-
interest non-posted loans”).

(1) Borrowers who have applied for the commencement of company reorganization procedures pursuant to the provisions of the
Corporation Reorganization Law.

(2) Borrowers who have applied for bankruptcy pursuant to the provisions of the Bankruptcy Law.

(3) Borrowers who have applied for composition pursuant to the provisions of the Composition Law.

(4) Borrowers who have applied for the commencement of liquidation or special liquidation pursuant to the provisions of the
Commercial Law.

(5) Borrowers who have received a cessation of transaction from the clearing house.

(6) Borrowers who have applied for the commencement of legal liquidation procedures pursuant to overseas laws, corresponding to
those listed above.

“Past due loans” refers to accrued-interest non-posted loans except those for which concessions on payment of interests were
made in order to assist the reorganization of bankrupt companies and loans to them.

“Loans overdue for 3 months or more” refers to those, excluding loans to bankrupt companies and past due loans, for which
principal or interest remains unpaid at least for three months.

“Restructured loans” refers to those, excluding loans to bankrupt companies, past due loans and loans overdue for 3 months or
more, for which agreement was made to provide reduction or moratorium of interest payments, or concessions in the borrower’s
favor on interest or principal payments or to waive claims for the purpose of assisting the reconstruction of insolvent borrowers.
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As listed here after, the accounting standard concerning assets with accrued interest was altered from the fiscal year ended March
31, 1999. It has also been determined that, as regards the disclosure standard concerning Risk Kanri Saiken disclosure is in
principle made per borrower pursuant to borrower classification on self-assessment basis with respect to “Loans to bankrupt
companies” and “Past due loans.” Specifically, all loans to borrowers whose classification is “bankrupt borrowers” are disclosed as
“Loans to bankrupt companies,” and all loans whose classifications are “effectively bankrupt borrowers” and “borrowers that may
declare bankruptcy” are in principle disclosed as “Past due loans” regardless of delaying or not.

(Reference)

As regards the accounting method of accrued interest, the Bank had in principle been adopting a system according to tax-law
standard, but changed the method to accounting based on self-assessment of borrowers classification as from the fiscal year ended
March 31 ,1999. Specifically, no uncollected interest is accounted for, in principle, concerning the borrowers whose classifications
are “bankrupt borrowers” (not accounted for, in principle, even in conventional tax-law standards), “effectively bankrupt borrowers” or
“borrowers that may declare bankruptcy,” regardless of delaying or not.

Disclosure Pursuant to the Financial Reconstruction Law

Amount of Assessed Credit (In 100 millions of yen)
Category of credits 1999

Bankrupt and similar-bankurupt credit (Hatan kousei tou saiken) 29,413

Doubtful credit (Kiken saiken) 10,061

Substandard credit (Youkanri saiken) 529

Normal credit (Seijou saiken) 37,235

As regards the assessment of credit, the following categories are made pursuant to Article 6 of the Law Concerning
Emergency Measures for the Reconstruction of the Function of the Financial system (Law No. 132, 1998), based on
borrowers' financial condition and business results concerning securities lent, loans, foreign exchange listed in the
balance sheets, as well as each account on accrued interest, suspended payments and customers' acceptance liabilities
in other assets.

1. Bankrupt and similar-bankrupt credit (Hatan k ousei tou saiken):
Bankrupt and similar-bankrupt credit (Hatan kousei tou saiken) refers to credit of borrowers who are in state of
bankruptcy, corporate reorganization, composition, etc., and the equivalent thereof.

2.Doubtful credit (Kiken saiken):

Doubtful credit (Kiken saiken) refers to credit with serious doubt concerning recovery of principal and receiving of
interest as contracted, because the borrower's financial condition and business results have worsened, although they

have not reached the point of management collapse.

3. Substandard credit (Y oukanri saiken):
Substandard credit (Youkanri saiken) refers to loans in arrears for more than 3 months or with mitigated conditions.

4.Normal credit (Seijou saiken):
Normal credit (Seijou saiken) refers to credit possessed by customers whose financial condition and business results
have no particular problem, and which are categorized separately from the above categories 1-3.

Differences between disclosure pursuant to the Financial Reconstruction Law and risk kanri saiken are the following.

* Scope of credit subject to disc losure:

While the scope of disclosure pursuant to risk kanri saiken is limited to loans, the scope of disclosure pursuant to the
Financial Reconstruction Law consists of loans, securities lent, foreign exchange, accrued interest, suspended payments
and customers' acceptance liabilities. (Substandard credit includes only loans.)

* Unit of totaling of disc losed amount:

Bankrupt and similar-bankrupt credit and Doubtful credit ----- Per borrower
Substandard credit ----- Per loan
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Securities

Outstanding Balance and Average Balance of Securities Held

(In millions of yen)

1998 1999
Total Domestic International Total Domestic International
operations operations operations operations

Total Average 2,512,026 1,920,279 591,746 1,927,718 1,573,938 353,780
balance (%) 00 100.000 0 100.000 0 100.000 00 100.000 00 100.000 0 100.000

Term-end 2,172,793 1,807,106 365,686 1,198,950 987,525 211,425

balance (%) 0 100.000 0 100.000 0 100.000 0 100.000 00 100.000 0 100.000

National Average 647,602 647,602 — 438,357 438,357 —
government balance (%) 0 25.780 033.720 — 0 22.740 0 27.850 —
bonds Term-end 566,427 566,427 — 191,828 191,828 —
balance (%) 026.070 0 31.350 — 00 16.000 0 19.430 —

Local Average 36,329 36,329 — 31,740 31,740 —
government balance (%) 01.450 0 1.890 — 0 1.650 0 2.020 —
bonds Term-end 33,294 33,294 — 40,100 40,100 —
balance (%) 01.530 01.840 — 0 3.340 0 4.060 —

Corporate Average 193,296 193,296 — 136,614 136,614 —
bonds balance (%) 0 7.690 010.070 — 0 7.090 0 8.680 —
Term-end 166,196 166,196 — 120,344 120,344 —

balance (%) 0 7.650 09.200 — 0 10.0400 012180 —

Stocks Average 995,684 995,684 — 921,043 921,043 —
balance (%) (1 39.6400 0 51.850 — 0 47.780 0 58.520 —

Term-end 725,550 725,550 — 464,512 464,512 —

balance (%) 0 33.390 040150 — 00 38.7400 00 47.0400 —

Others Average 639,112 47,365 591,746 399,961 46,181 353,780
balance (%) 0 25.440 02.470 0 100.000 0 20.740 0 2.930 0 100.000

Term-end 414,519 48,833 365,686 232,795 21,369 211,425

balance (%) 019.080 02700 0 100.000 0 19.420 02.160 0 100.000

Securities lent Average — — _ _ _ _
balance (%) — — _ — — —

Term-end 266,304 266,804 — 149,368 149,368 —

balance (%) 012.280 014.760 — 0 12.4600 015130 —

Notes:

1. “Others” in total column represents the total of “Other” of Domestic operations plus that of International operations.

2. Average balance of Securities lent is classified and included according to type of securities.
3. Treasury stock is included in “Stocks.”
4. Average balance of domestic offices' foreign-currency denominated transactions in International operations is computed by the

daily current method.
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Balance of Securities by Residual Period

(In millions of yen)

1998 1999
National Local . National Local R
government (government Corporate Stocks | Others Securities government (government Corporate Stocks | Others LS

bonds bonds bonds lent bonds bonds bonds lent
isesatrha” 364 129| 37,453 23,834 | 49,925 | 103,725 387| 23214 86,560 —
1-3years | 100,820 873 | 84,955 / 128,752 — | 50,940 522 | 80,570 / 65,252 —
3-5years 14,626 289 | 35,298 / 6,011 — 4,857 8,422 3,278 / 778 —
5-7years 2,191 19,390 7,219 / 12,082 — —| 16,878 1,045 / 10,198 —
7-10years| 448423| 12,078 1,268 / 19,979 —| 32,305| 13,339| 12,235 / 4,402 —
Over
10 years — 532 — 105,975 — — 550 — — —
Indefinite — — —| 7255550 | 117,883| 216,879 — — —| 464512| 65603| 149,368
period
Total 566,427 | 33,294 | 166,196 | 725,550 | 414,519 | 266,804 | 191,828 | 40,100 | 120,344 | 464,512 | 232,795| 149,368
Note:

Treasury stock is included in "Stocks."

Proportional Ratio of Securities Against Debentures and Deposits

(In millions of yen, %)

1998 1999
Total Domestic International Total Domestic International
operations operations operations operations
Securities (A) 2,172,793 1,807,106 365,686 1,198,950 987,525 211,425
Debentures and deposits (B) 7,481,871 7,228,874 252,997 6,690,579 6,620,517 70,062
(A)/ (B) 29.04 24.99 144.54 17.91 14.91 301.76
Through-term average 29.12 23.43 137.71 28.05 23.36 262.80

Notes:

1. Debentures do not include debenture subscription.
2. Deposits include certificates of deposit.
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Securities Operations

Public Bonds Underwritten

(In millions of yen)

0 1998 1999
National government bonds 114,695 142,512
Local government bonds, government-guaranteed bonds 59,723 53,958
Total 174,419 196,470

OTC Sales of Government Bonds and Securities Investment Trust

(In millions of yen)

0 1998 1999
National government bonds 575 330
Local government bonds, government-guaranteed bonds 500 4,000
Total 1,075 4,330
Securities investment trust 56

Note:

OTC sales of securities investment trust have been conducted effective December 1, 1998.

Public Bonds Dealing

(In millions of yen)

0 1998 1999

National government bonds 24,739,208 11,376,111

Local government bonds 28,485 42,162

Government-guaranteed bonds 73,843 74,900

Total 24,841,536 11,493,173

Average Balance of Trading Securities (In millions of yen)
0 1998 1999

National government bonds 45,012 35,024

Local government bonds 83 325

Government-guaranteed bonds 96 610

Total 45,192 35,960

International Operations

Foreign Exchange Transactions (In millions of US dollars)
0 1998 1999

Exchange Exchange sold 32,035 8,679

forwarded Exchange bought 796 64

Exchange counter- | Exchange paid 33,133 9,303

forwarded Exchange collected 716 46

Total 66,682 18,093

Note:

Transactions include those of overseas offices.

Balance of Foreign-Currency Denominated Assets

(In millions of US dollars)

1998 1999
Total Domestic Overseas Total Domestic Overseas
ota offices offices e offices offices
Balance of foreign-currency 4,888 4,508 380 3,367 3,076 291
denominated assets
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Capitalization

History of Capitalization

(In millions of yen)

Month/Year Capital increases | Capital thereafter | Remarks

March 1988 2,694 96,364 Conversion of convertible bonds (Nov. 2, 1987 - March 31, 1988)

October 1988 2,321 98,686 Conversion of convertible bonds (Apr. 1, 1988 - Oct. 31, 1988)

November 1988 27,985 126,671 Compensatory public subscription 5,000 thousand shares; Issue
price ¥11,194; Transfer to capital ¥5,597

March 1989 1,415 128,086 Conversion of convertible bonds (Nov. 1, 1988 - March 31, 1989)

March 1990 20,290 148,377 Conversion of convertible bonds (Apr. 1, 1989 - March 31, 1990)

March 1991 3,814 152,191 Conversion of convertible bonds (Apr. 1, 1990 - March 31, 1991)

March 1992 28 152,220 Conversion of convertible bonds (Apr. 1, 1991 - March 31, 1992)

March 1995 71 152,292 Conversion of convertible bonds (Apr. 1, 1994 - March 31, 1995)

October 1996 25,500 177,792 Compensatory private placement (the 2nd preferred stock
102,000 thousand shares); Issue price ¥500; Transfer to capital
¥250)

July 1997 83,498 261,290 Compensatory private placement (common stock 766,039
thousand shares); Issue price ¥218; Transfer to capital ¥109)

July 1997 61,823 323,114 Compensatory private placement (the 3rd preferred stock
368,398 thousand shares); Issue price ¥320; Transfer to capital
¥160)

March 1998 30,000 353,114 Compensatory private placement (the 4th preferred stock
120,000 thousand shares); Issue price ¥500; Transfer to capital
¥250)

Major Shareholders

0 Common stock (As of March 31, 1999)

Number of Share of total
Address )
shares held outstanding shares
Deposit Insurance Corporation | 6-4, Marunouchi 1-chome, Chiyoda-ku, Tokyo 2,501,536 thousand 100.000 O
Total 2,501,536 thousand 100.00C O

0 The 2nd preferred stock

(As of March 31, 1999)

Number of Share of total
Address .
shares held outstanding shares
Deposit Insurance Corporation | 6-4, Marunouchi 1-chome, Chiyoda-ku, Tokyo 102,000 thousand 100.000C O
Total 102,000 thousand 100.00C O

O The 3rd preferred stock

(As of March 31, 1999)

Number of Share of total
Address )
shares held outstanding shares
Deposit Insurance Corporation | 6-4, Marunouchi 1-chome, Chiyoda-ku, Tokyo 386,398 thousand 100.00C O
Total 386,398 thousand 100.00C O

O The 4th preferred stock

(As of March 31, 1999)

Number of Share of total
Address )
shares held outstanding shares
Deposit Insurance Corporation | 6-4, Marunouchi 1-chome, Chiyoda-ku, Tokyo 120,000 thousand 100.000 O
Total 120,000 thousand 100.000C O
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Consolidated Financial Statements

Consolidated Balance Sheets
Assets

As of March 31

(In millions of yen)

1998 1999
Loans and bills discounted 7,762,751 6,889,652
Foreign exchanges 19,314 12,569
Securities 2,160,538 1,190,262
Money held in trust 72,622 12,754
Trading assets 1,322,188 363,615
Debt purchased 56,387 6,810
Call loans and bills bought 792,202 417,300
Cash and due from banks 266,217 242,542
Special public management account O 3,094,339
Other assets 826,982 1,205,087
Premises and equipment 57,072 237,484
Deferred debenture assets 1,825 1,670
Deferred income taxes 42,087 0
Customers' liabilities for acceptances and guarantees 217,347 102,778
Total assets 13,597,540 13,776,868
Liabilities, Minority Interests, and Stockholders’ Equity (in millions of yen)
1998 1999

Debentures 5,497,420 4,347,380
(incl. Convertible bonds) 03,8970 ooo
Deposits 1,789,864 1,930,527
Certificates of deposit 337,190 611,280
Borrowed money 597,839 472,094
Trading liabilities 347,458 213,453
Call money and bills sold 2,302,328 1,464,300
Foreign exchanges 203 17
Other liabilities 1,231,436 890,925
Reserve for possible loan losses 693,217 3,515,607
Reserve for retirement allowances 10,240 10,055
Reserve for contingencies on loans sold 12,466 88,695
Reserve for loss on transferring assets ] 43,719
Reserve for loss on debt guarantee ] 23,068
Reserves under special laws 17 7
Other reserves O 1,911
Deferred income taxes O 338
Minority interest in consolidated subsidiaries 56,535 O
Acceptances and guarantees 217,347 102,778
Total liabilities 13,093,567 13,716,161
Minority interest in consolidated subsidiaries O 59,203
Capital stock 353,114 353,114
Capital surplus 175,321 114,047
Deficit 24,462 456,657
Treasury stock 0 0
Total stockholders' equity 503,973 1,503
Total liabilities, minority interest and stockholders' equity 13,597,540 13,776,868
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Consolidated Statements of Income (Loss)

Year ended March 31

(In millions of yen)

1998 1999
Income
Interest income 536,660 369,531
Interest on loans and discounts 201,048 122,044
Interest and dividends on securities 60,618 35,816
Interest on call loans and bills bought 104,084 29,120
Interest on deposits with banks 3,615 4,218
Other interest income 167,294 178,331
Fees and commissions 19,202 3,356
Trading revenue 60,120 9,373
Other operating Income 70,449 49,068
Other income 114,837 3,123,014
Transfer from reserves 2,204 9
Total income 803,475 3,554,355
Expenses
Interest expenses 437,209 339,372
Interest on debentures 164,369 112,071
Amortization of debenture discounts 6,447 2,625
Interest on deposits 20,517 21,414
Interest on certificates of deposit 2,319 3,727
Interest on borrowings 13,557 11,744
Interest on commercial paper O 52
Interest on call money and rediscounts 128,547 42,296
Other interest expenses 101,448 145,439
Fees and commissions 2,985 1,188
Other operating expenses 72,114 106,877
General and administrative expenses 61,845 56,408
Other expenses 208,480 3,477,530
Provision for reserve for possible loan losses 92,303 2,832,782
Others 116,177 644,747
Transfer to reserves 1 |
Total expenses 782,636 3,981,378
Income before income taxes and others 20,838 0 427,022
(O denotes loss before income taxes and others)
Provision for income taxes
Current 1,883 1,793
Deferred 1,014 42,349
Minority interest in net income (O denotes loss) 043 01,913
Amortization of goodwill 25 O
Equity in net income of affiliates (O denotes loss) 0977 0
Net income (O denotes net loss) 16,982 0 469,252
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Consolidated Statements of Deficit

Year ended March 31

(In millions of yen)

1998 1999
Balance at the beginning of the year 175,355 24,462
Deductions 138,064 71,090
Transfer from legal reserve 137,414 61,274
Adjustment due to the change of scope of 627 8.918
consolidated subsidiaries or affiliates ’
Adjustment due to the change of scope of oo 897
companies accounted for using the equity method
Unrealized profit on available for sale securities’ 91 0 0
of certain subsidiaries O
Additions 4,153 43,033
Dividends 2,921 1,754
Adjustment due to the change of scope of
consolidated subsidiaries or affiliates 1,232 32,670
Adjustment due to the change of scope of 0 O 8.608
companies accounted for using the equity method ’
Net income (O denotes net loss) 16,982 0 469,252
Balance at the end of the year 24,462 465,657
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Notes to Consolidated Financial Statements

Basis of Presentation

The Nippon Credit Bank, Ltd. (the Bank) maintains its records and prepares its financial statements in accordance with
accounting principles and practices generally accepted in Japan.

Basic Items for Preparing Consolidated Financial Statements (Current Consolidated Fiscal Year)

1. Consolidation For subsidiaries, the Bank adopted provisions of the regulations on consolidated financial
statements which were revised in line with Paragraph 2 of the supplementary rules of the
“Ministerial ordinance to partially revise the rules concerning the terms, format and prepa-
ration method of consolidated financial statements” (MOF Ordinance No. 136, 1998).

1. Number of consolidated subsidiaries 42

2. Number of non-consolidated subsidiaries 2

The total amounts of assets, current income, net profit or loss (amount corresponding to share
of equity), and surplus (amount corresponding to share of equity), respectively, of non-con-
solidated subsidiaries do not have a material effect on the consolidated financial statements.

2. Application of For affiliated companies, the Bank adopted provisions of the regulations on consolidated

equity method financial statements which were revised in line with Paragraph 2 of the supplementary rules
of the “Ministerial ordinance to partially revise the rules concerning the terms, format and
preparation method of consolidated financial statements” (MOF Ordinance No. 136, 1998).

1. Number of non-consolidated subsidiaries applicable for equity method 0
2. Number of affiliated companies applicable for equity method 8
3. Number of non-consolidated subsidiaries not applicable for equity method 2
4. Number of affiliated companies not applicable for equity method 6

The total amounts of current income and net profit or loss (amount corresponding to
share of equity), and surplus (amount corresponding to share of equity), respectively, of
non-consolidated subsidiaries and affiliates not applicable for equity method do not have
a material effect on the consolidated financial statements.

3. Accounting Fiscal year ends of consolidated subsidiaries are as listed below.
periods f or End of May 1 End of July 3  EndofAugust 1
consolidated End of December 10 End of January 5 End of March 22
subsidiaries Subsidiaries whose settlement dates fall at the end of May, July or August use tentative

account settlement-based financial statements issued at the end of March of the current
year for consolidation, while all subsidiaries use financial statements based on each
respective settlement day.

4. Basis of preparation (1) Extraordinary treatment in accounting

Under Article 36 (1) of the Financial Reconstruction Law, the parent company was
placed under special public management by the prime minister on December 13,
1998. In line with this decision, the parent company has been continuing banking
operations in accordance with the Management Rationalization Plan and the Busi-
ness Operations Standards compiled under Articles 47 and 48 of the same law.

For this reason, the parent company prepared consolidated financial statements for
the consolidated fiscal year ended in March 31, 1999 on the basis of conventional
accounting principles and procedures. However, as the parent company was placed
under special public management, a new securities valuation standard was adopted,
as explained below. Also, in line with the Financial Reconstruction Law, the parent
company put aside necessary reserves for assets which were deemed inappropriate
for a bank under special public management to maintain, after performing asset as-
sessment based on estimated transfer prices.

Further, as described in the notes below, the parent company posted as profit the
amount of special assistance funds to be received from the government under the
same law, while at the same time posting the amount on the consolidated balance
sheet as “special public management account.”

(2) Valuation standards and methods f or securities
Valuation standards and methods for securities held by the parent company are the
following:
(a) Listed securities are valued at the lower-of-cost-or-market based on the moving-aver-
age method. Unlisted securities are valued at cost based on the moving-average method.
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With a revision of the accounting standards for banks, the parent company applied
the cost method based on the moving-average method to the financial statements
for the preceding consolidated fiscal year. However, in valuation of securities ac-
quired for investment purposes (except those for resale in a short time), the parent
company adopted the lower-of-cost-or-market method based on the moving-average
method, which allows more rational evaluation at the end of the fiscal period. This
was because this method was deemed more reasonable in terms of accounting at
the time when resale of securities in a short time was expected under special pub-
lic management, resulting in a change in the purpose for holding securities.

Based on this accounting method, operating loss and loss before income taxes

were greater by ¥256,895 million, than when calculated by the conventional method.
(b) For securities held through money held in trust for separate investment with secu-

rities management as the main purpose, valuation was performed using the lower-
of-cost-or-market value basket method based on the moving-average method. Of
such securities, securities acquired for long-term investment purposes were val-
ued by the cost method based on the moving-average method for the preceding
consolidated fiscal year. For the fiscal year concerned, the accounting method was
switched to the lower-of-cost-or-market value basket method based on the moving-
average method, for the same reason as provided in (a) above.

This transfer does not affect operating loss or loss before income taxes.
Lower-of-cost-or-market method based on the moving average method is applied to
evaluate listed securities held by consolidated subsidiaries, while the cost method
based on the moving average method is applied to evaluate unlisted securities.

(3) Valuation standard and income and e xpenses calculation standar ds for trading
assets and liabilities
Valuation standard and income and expenses calculation standards for trading assets
and liabilities held by the parent company are the following:
For transactions that seek gains on short-term fluctuations and arbitrage in interest
rates, currency prices, market prices of securities and related indices (“Trading trans-
actions”) have been recognized at the transaction date. These have been recorded
in “Trading assets” or “Trading liabilities” on the consolidated balance sheet and gains
or losses on these transactions have been recorded in “Trading revenue” or “Trading
expenses” on the consolidated statement of loss.
In valuation of trading assets and liabilities, the parent company evaluated securities,
monetary claims and other assets at the actual market price as of the balance sheet
date. Derivatives, such as swaps, futures and options, were valued at the price deemed
settled on the balance sheet date of the consolidated fiscal year.
Trading revenue and Trading expenses are recorded as interest income or expenses
actually paid or received, plus the difference in valuation gains or losses between the
beginning balance and the ending balance (for securities, monetary claims and other
assets), plus the difference in hypothetical settlement gains or losses between the
beginning balance and the ending balance (for derivative financial products).
Standards applied to the parent company are mainly used for trading and similar
transactions by consolidated subsidiaries.

(4) Depreciation method f or premises and equipment
In line with the accounting standards for banks provided by the Bankers Association
of Japan (formerly, the Federation of Bankers Associations of Japan), the following
method is applied to depreciation of assets of the parent company:

Buildings: Straight-line method at the depreciation rate specified in the Corporation
Tax Law.

Equipment: Declining-balance method at the depreciation rate specified in the
Corporation Tax Law.

Other: As specified in the Corporation Tax Law.

For buildings, the parent company had conventionally adopted the declining-bal-
ance method. With the revision of Article 48 (1) of the Corporation Tax Law Regula-
tion, the parent company switched to the straight-line method for the fiscal year as
the parent company determined that the effect of investment appeared uniform
over a long period of time in some of the parent company main buildings. Upon the
application of the new depreciation method, both operating loss and loss before in-
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come taxes decreased by ¥938 million. Although a depreciation rate of 160% had been
conventionally applied to buildings, the parent company adopted the depreciation rate
specified in the Corporation Tax Law for the concerned fiscal period. At the same time,
with the legal depreciation period shortened by a revised ministerial order for the de-
preciation period of depreciable assets, the parent company’s depreciation period was
altered to meet the standards in the Corporation Tax Law. As a result, both operating
loss and loss before income taxes dropped by ¥185 million.

The declining-balance method at the depreciation rate specified in the Corporation Tax
Law is mainly used for premises and equipment of domestic consolidated subsidiaries.
For overseas subsidiaries, these assets are depreciated using the straight-line method
during their estimated life.

(5) Accounting f or def erred assets
Deferred debenture assets of the parent company were amortized as follows:

(a) Deferred debenture discounts on discount debentures were amortized according
to the period up to the maturity date.

(b) Deferred debenture issue costs were amortized according to the period up to the
maturity date, but within a maximum period of three years as specified in the Com-
mercial Law.

Deferred assets resulting from consolidated subsidiaries’ issuance of corporate bonds
are depreciated on a straight-line basis during the issuance period of the bonds.

(6) Assessment standar d for reser ve for possib le loan losses
The reserve for possible loan losses of the parent company was determined as fol-
lows on the basis of the write-off and reserve standard based on the accounting
standards for banks provided by the Bankers Association of Japan.
Regarding loans to borrowers under legal proceedings, such as bankruptcy, and loans
in similar conditions, the parent company posted the loan balance less amounts col-
lectible on collateral or debt guarantee or by other means as a specific reserve. For
loans to borrowers not yet bankrupt but highly likely to fall into bankruptcy, the neces-
sary amount was determined through overall assessment of the borrowers' ability to
pay, after subtracting from the loan balance the amount collectible on disposal of
collateral and debt guarantees and posted a specific reserve for such loans. As to
other loans, the parent company posted a general reserve by applying the historical
loan-loss ratio determined over a fixed period. Regarding loans to restructuring coun-
tries, a country risk reserve was posted in the amount of estimated losses attribut-
able to political and economic factors of each country concerned.
Each loan was subjected to asset assessment by the business-related divisions in
accordance with the self-assessment standard. Before these reserves were approved,
the results of the assessment were reviewed by the Asset Audit Division, which is
fully independent from business-related divisions.
Of these loans and similar claims, those which were deemed inappropriate for a bank
under special public management to maintain under the Financial Reconstruction
Law and those the parent company had decided to sell according to the Management
Rationalization Plan, which was established in line with the law, were assessed at
reasonable prices, regardless of which of the above-mentioned categories they be-
longed to. The difference between their book value and the estimated transfer price
was posted as loss expected to occur in and after the next consolidated fiscal year.
The above-mentioned estimated transfer price was based on the most reasonable
assessment method at this point. The actual transfer price will be determined through
agreement with the purchaser, and a discrepancy may occur between the estimated
and actual price.
Consolidated subsidiaries provide their reserve for possible loan losses mainly based
on the same standard applied to the parent company (self-assessment) and provide
an amount considered reasonable by applying the historical loan-loss ratio deter-
mined over a fixed period.

(7) Assessment standar d for reser ve for retirement allo wances
In line with the accounting standards for banks prescribed by the Bankers Associa-
tion of Japan, a reserve for retirement allowances of the parent company is set aside
equal to the amount required for the employees who voluntarily terminated their em-
ployment at the balance sheet date.
The parent company has had a qualified pension plan and an adjusted pension plan.
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Pension plans have been implemented in major consolidated subsidiaries.

(8) Assessment standar d for reser ve for conting encies on loan sold
In consideration of the value of real estate secured loans sold to Cooperative Credit
Purchasing Co., Ltd., the parent company estimated future losses and posted a nec-
essary reserve. This reserve is prescribed in Article 287 (2) of the Commercial Law.

(9) Assessment standar d for reser ve for loss on transf erring assets

Of assets which were deemed inappropriate for a bank under special public manage-
ment to maintain under the Financial Reconstruction Law and those the parent com-
pany decided to sell according to the Management Rationalization Plan, unlisted
securities and premises and equipment were assessed to estimate a reasonable
transfer price. The difference between their book value and the estimated transfer
price was posted as loss expected to occur in and after the next consolidated fiscal
year. This reserve is prescribed in Article 278 (2) of the Commercial Law.

The above-mentioned estimated transfer price was based on the most appropriate
assessment method at this point. The actual transfer price, however, will be deter-
mined through agreement with the purchaser, and a discrepancy may occur between
the estimated and actual price.

(10) Assessment standard for reser ve for loss on debt guarantees
An amount recognized as necessary is provided for the reserve for loss on debt
guarantees of consolidated subsidiaries only in cases where the loss is highly pre-
dictable as a result of applying guaranty of liabilities, and the amount (of loss) is
estimable. This reserve is prescribed in Article 287 (2) of the Commercial Law.

(11) Assessment standard for reser ves under special laws
Reserve under special laws are posted by the parent company.
(a) Reserve for contingent liabilities from broking of financial futures transactions
¥6 million
To compensate for losses incurred in connection with financial futures trading, the
parent company reserved the amount calculated in accordance with Article 82 of
the Financial Futures Trading Law and Article 29 of the Financial Futures Trading
Law Enforcement Regulation.
(b) Reserve for contingent liabilities from broking of securities futures transactions
¥1 million
To compensate for losses incurred in connection with securities futures trading, the
parent company reserved the amount calculated in line with Article 51 of the
Securities Exchange Law as prescribed by Article 65 (2-7) and Article 32 of the
Ordinance Regarding Securities Business of Banks.

(12) Standard for conversion of assets and liabilities in f oreign currency

Assets and liabilities in foreign currencies of the parent company are converted into
yen at the foreign exchange rate as of the balance sheet date. However, the foreign
exchange rate at the date of acquisition was applied to (1) assets related to equity
investment in foreign corporations (excluding assets acquired in foreign currency),
(2) liabilities related to foreign bonds issued by banks, and (3) assets which the par-
ent company deems inappropriate to include in spot assets. The foreign exchange
rate at the actual date of transaction was applied to liabilities in foreign currencies
which the parent company deemed inappropriate to include in spot liabilities. The
yen equivalent as of the balance sheet date was applied to foreign branch accounts.
Assets and liabilities denominated in foreign currencies by consolidated subsidiaries
are converted at the foreign exchange rate as of their balance sheet date.

(13) Accounting f or leases
Finance leases of the parent company and domestic consolidated subsidiaries where
ownership does not transfer to the lessees are accounted for under the accounting
principles applicable to operating leases.

(14) Accounting treatment of consumption and other tax es
Consumption taxes and local consumption taxes of the parent company and do-
mestic consolidated subsidiaries have been accounted for according to the “ex-
clusion method.”
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5. Offsetting the Investment accounts and corresponding capital accounts of consolidated subsidiaries
investment account are offset on the date of acquisition. Principally, the offset balance will be appropriately
and capital account treated in accordance with the cause of occurrence. When cause analysis proves diffi-

cult, the total amount will be depreciated as amortization of goodwill in the year of occur-

rence.
6. Eliminating Total unrealized profit or loss on consolidation is eliminated. Unrealized profit or loss for
unrealized minority interest is deducted from the minority interest in consolidated subsidiaries.
profit or loss Depreciation expense for the unrealized profit or loss included in depreciable assets is

modified at the time of elimination.

However, by adopting the revised regulations on consolidated financial statements, “Min-
isterial ordinance to partially revise the rules concerning the terms, format and prepara-
tion method of consolidated financial statements” (MOF Ordinance No. 136, 1998), the
unrealized profit or loss by newly consolidated subsidiaries or those for which the equity
method in the current consolidated fiscal year was applied for their internal transactions,
implemented after the beginning of the term, are eliminated.

7. Conversion of Conversion of financial statements to Yen currency for the overseas consolidated sub-
financial statements sidiaries and affiliated companies applicable to the equity method is based on “Hand-
by consolidated book (Ordinance No. 767 of the Ministry of Finance issued in June 7, 1995) of the
subsidiaries revised transactions denominated in foreign currency standards” (Corporate Account
overseas Committee Report issued in May 26, 1995).

8. Accounting for Consolidated statement of retained earnings are prepared in accordance with appropria-
appropriation tion of profit confirmed during the consolidated fiscal term.
of profit

9. Allocation of term Consolidated companies’ corporate tax and other taxes imposed on profit as a tax
distribution base (hereafter called corporate taxes) apply tax-effective accounting as determined
corporate tax by article 11 of the revised regulations on consolidated financial statements, Para-

graph 3 of the supplementary rules of the “Ministerial ordinance to partially revise the
rules concerning the terms, format and preparation method of consolidated financial
statements” (MOF Ordinance No. 176, 1998). (Refer to “tax-effective accounting,”
Notes)

(Additional Information)

1999

(Consolidated balance sheet)

“Minority interest in consolidated subsidiaries” (¥59,203 million in the current consolidated fiscal year), which had
been independently shown in the liabilities section in the previous consolidated fiscal year, is independently shown
between liabilities and stockholder’s equity in the current consolidated fiscal year as a result of revisions to regu-
lations concerning consolidated financial statements.

(Consolidated statement of loss)

“Equity in net income of affiliates” (¥1,845 million loss in the current consolidated fiscal year), which had been
shown as additional item for income before income taxes and others in the previous consolidated fiscal year, is
included in “Other operating expenses” in the current consolidated fiscal year as a result of revisions to regulations
concerning consolidated financial statements.

“Enterprise taxes” (¥96 million in the current consolidated fiscal year) and “Corporate taxes, resident taxes” (¥1,698
million in the current consolidated fiscal year), which had been part of “Other operating expenses” in the previous
consolidated fiscal year, are shown as “Provision for income taxes” in the current consolidated fiscal year as a
result of revisions to regulations concerning consolidated financial statements.

“Amortization of goodwill,” which had been independently shown as an item of decrease of income before taxes
and others in the previous consolidated fiscal year, is included in “Other operating expenses” in the current con-
solidated fiscal year as a result of revisions to regulations concerning consolidated financial statements. However,
this is zero in the current consolidated fiscal year.
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Notes
(Consolidated Balance Sheet Items)

1999

1.

Securities include ¥30 million in stocks and ¥464 million in investments of non-consolidated subsidiaries and
affiliated companies.

. Loans to bankrupt companies totaled ¥1,547,258 million, and past due loans totaled ¥1,892,289 million.

“Loans to bankrupt companies” refers to those which fall under the conditions specified in (a) through (e) in
Article 96 (1-3) of the Corporation Tax Law Enforcement Regulations (Cabinet Order No. 97, 1965) (excluding
those for which loan-loss reserves were put aside, hereafter called “accrued-interest non-posted loans”), as part
of loans for which accrued interest was not posted after the parent company determined that collection or
repayment of principal or interest were impossible because of delayed payment for a specified period of time or
for some other reason.

“Past due loans” refers to accrued-interest non-posted loans except those for those loans which concessions on
payment of interests were made in order to assist the reorganization of bankrupt companies.

. Loans overdue for 3 months or more totaled ¥1,649 million.

“Loans overdue for 3 months or more,” excluding loans to bankrupt companies and past due loans, refers to
those for which principal or interest remain unpaid for at least three months.

. Restructured loans stood at ¥53,045 million.

“Restructured loans,” excluding loans to bankrupt companies, past due loans and loans overdue for 3 months or
more, refers to those loans for which agreement was made to provide reduction or moratorium of interest
payments, or concessions in their favor on interest or principal payments or to waive claims for the purpose of
assisting the reconstruction of insolvent borrowers.

. Loans to bankrupt companies, past due loans, loans overdue for 3 months or more and restructured loans

totaled ¥3,494,243 million.

6. The “special public management account” is established to post the amount of funds, including special assis-

tance funds, which were supplied to the parent company under the Financial Reconstruction Law.

Under Article 72 of the Financial Reconstruction Law, a bank under special public management may request
grants (special financial assistance) from the Deposit Insurance Corporation up to the amount they deem nec-
essary in order to protect depositors and other concerned parties. Also, Article 62 permits the Deposit Insurance
Corporation to compensate a bank under special public management, with the approval of the Financial Recon-
struction Commission, for losses incurred in connection with their business operations.

For the consolidated fiscal year concerned, liabilities exceeded assets after the parent company conducted an
account settlement in accordance with its accounting standards. In this situation, the parent company is ex-
pected to apply for special financial assistance under the Financial Reconstruction Law. This would free the
parent company from a situation where it would be unable to repay debts.

For this reason, the parent company posted the difference between assets and liabilities as a profit for the year
related to special financial assistance. The same amount was posted in the “special public management ac-
count” as an asset category on the consolidated balance sheet.

It is to be noted that the amount mentioned above in the special public management account reflects one that
should be posted as special assistance fund at the end of the consolidated fiscal year and it is expected to differ
from the actual amount that will be received in the future.

7. Accumulated depreciation of premises and equipment is ¥34,249 million.

8.

10.

Debentures include ¥50,910 million in subordinated debentures which are given inferior order of payment of
debts.

. Borrowed money includes ¥165,506 million in subordinated debts which are subordinate to other debts.

Other reserves include a provision for disposition loss of rental assets of ¥1,000 million, ¥380 million for bonus
allowance, and ¥188 million for computer program modification.
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(Consolidated Statement of Loss)

1999

1. Other operating expenses include a loss of ¥4,967 million incurred on the sales of real estate secured loans to

the Cooperative Credit Purchasing Co., Ltd. and a loss of ¥6,914 million in connection with sales of overseas
private loans.

2. “Other income” includes special assistance funds corresponding to an excess of liabilities over assets deter-

mined after settlement of accounts for the concerned fiscal year, as described in Notes 6 on the consolidated
balance sheet.

(Leasing Items)

1999

1. Finance leases without transfer of ownership to lessees
(1) Lessees

e« Amounts equivalent to the acquisition cost and accumulated depreciation and ending balance of leased

property

Amount equivalent to the acquisition cost
Equipment: ¥8,195 million
Others: ¥70 million
Total: ¥8,266 million

Amount equivalent to accumulated depreciation
Equipment: ¥2,678 million
Others: ¥50 million
Total: ¥2,728 million

Amount equivalent to the year-end balance
Equipment: ¥5,517 million
Others: ¥20 million
Total: ¥5,538 million

Note: The amount equivalent to the acquisition cost includes interest expenses, as amount of obligations
accounts for only a small portion of tangible fixed assets at the end of the fiscal year.

« Amount equivalent to the balance of leases at the end of the fiscal year

Due within one year: ¥1,908 million
Due after one year: ¥3,629 million
Total: ¥5,538 million

Note: The amount equivalent to the balance of obligations at the end of the fiscal year includes interest
expenses because of their immateriality at the end of the fiscal year.

o Total lease payment for the year (equivalent to depreciation expenses) stood at ¥2,331 million.
o Calculation method for amount equivalent to depreciation

Depreciation was calculated based on the straight-line method with zero residual value with the lease period
deemed to be the useful life.

(2) Lessors
o The acquisition cost, accumulated depreciation and ending balance of leased property

Acquisition cost Equipment ¥25,224 million
Accumulated depreciation  Equipment ¥16,711 million
Year-end balance Equipment  ¥8,514 million
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Notes:
1. Equity per share is calculated by dividing the term-end equity by the term-end outstanding shares.
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Segment Information

1. Segment Information by Category of Business
The consolidated companies are engaged in mainly the banking, as well as the securities and trust business. However, since the
proportion of other busineses are extremely small, segment information by category of the business is not presented.

2. Segment Information by Region

Previous consolidated fiscal year (from April 1, 1997 to March 31, 1998)

(in millions of yen)

O Japan USA Other countries Total Elimination Consolidated
Operating income
(1) Customers 603,867 129,130 67,644 800,642 —0O 800,642
(2) Inter-segment 16,674 509 6,534 23,718 0 23,7180 —
Total 620,541 129,639 74,179 824,360 0 23,7180 800,642
Operating expenses 603,385 134,820 69,513 807,719 1 26,6360 781,083
Operating profit (loss) 17,156 05,180 4,665 16,641 2,9180 19,559
Assets 12,673,078 1,197,035 400,797 14,270,911 | 0 673,3710 13,597,540
Notes:

1. Given the conditions of adjacent locations, similarity of economic activities and correlated business operations of main, branch
offices and consolidated subsidiaries, the table is classified by country (either domestic or overseas), and shows operating
income and operating profit instead of sales and operating profit as is normally given by general companies.

2. Branch offices closed during the term are included in the area or country they originally belonged.

3. Influence on the segment as a result of the modification of evaluation method of the parent company’s stocks occurred only in

Japan.

Current consolidated fiscal Year (from April 1, 1998 to March 31, 1999)

Japan’s share of total operating income and assets of the segments exceeds 90%. Accordingly, the Bank has eliminated disclosure
by geographic region in accordance with Article 39, Section 4 of the Summary of Consolidated Financial Statements Regulation.

3. Operating Income of International Businesses

(in millions of yen, %)

O

Operating Income of

Consolidated Operating

Share of Operating

International Business Income Income
1998 318,541 800,642 39.8
1999 88,079 455,333 19.3
Notes:

1. The Bank has shown operating income of international businesses instead of overseas sales as is normally given by general

companies.

2. Operating income by international business include domestic transactions denominated in foreign currency, transactions on
promissory notes, transactions with non-residents in yen currency, special international financial transaction account, transactions
with overseas offices of the parent company and its overseas consolidated subsidiaries (excluding the internal transactions
among the consolidated companies). Since these extensive transactions are not classified by the category of customers, the
Bank has not shown segment information by country or location.
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Consolidated Capital Adequacy Ratio (Domestic Standard) (In millions of yen)

ltems 1999
TierO O Capital 291,290
Non-cumulative perpetual preferred stock 55,500
incl. Newly issued stock —
Capital surplus 73,831
Consolidation surplus [J 466,256
Minority interest in consolidated subsididiaries 2,703
Preferred stock issued overseas —
Good will (O) —
Amount equal to consolidation adjustments (O ) —
Total (A) 0 98,431
Tiero O General reserve for possible loan losses 32,639
Subordinated debt 285,999
Total 318,638
Tier O capital qualifying as capital (B) —
Items deducted Intentional holding for the purpose of supplying capital to ©) 0
other financial institutions
Capital (A) + (B) - (C) (D) 0 98,431
Risk-weighted Balance-sheet exposure 4,918,150
assets Off-balance-sheet exposure 304,101
Total (E) 5,222,252
Capital adequacy ratio (domestic standard)C] [ﬂml(%[ﬁ} 100 0%
Note:

The Bank adopts to domestic standard. However, pursuant to a revision of Article 14-2 of the Banking Law used in the first half of
Article 17 of the Long-Term Credit Bank Law, which results from changes to related laws to restructure Japan's financial system, the
Bank has calculated a consolidated capital ratio.

Consolidated Risk Kanri Saiken (In millions of yen)

. 1998 1999

Loans to bankrupt companies 1,547,258
Past due loans 1,892,289
Loans overdue for 3 months or more 1,649
Restructured loans 53,045
Total 3,494,243

Refer to pages 44 and 45 for definitions of “Loans to bankrupt companies” etc.
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Report of the Independent Certified Public Accountants

<Non-Consolidated>

The Board of Directors
The Nippon Credit Bank, Ltd.:

We have audited the non-consolidated balance sheet of The Nippon Credit Bank, Ltd. as of March 31, 1999, and the
related non-consolidated statements of loss, and deficit for the year then ended. These financial statements are the
responsibility of the Bank's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in Japan and accordingly, our audit
included such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the aforementioned non-consolidated financial statements present fairly, in all material respects, the
financial position of The Nippon Credit Bank, Ltd. as of March 31, 1999, and the results of its operations for the year
then ended, in conformity with generally accepted accounting principles in Japan, which, except for the change with
which we concur in accounting for securities described in item 2 of the “Significant Accounting Policies” in the notes to
financial statements, have been applied on a consistent basis:

Remarks:

(1) The Bank assessed assets which were deemed inappropriate to maintain under the Financial Reconstruction Law
by a bank under special public management and those the Bank decided to sell at estimated transfer prices as
described in item 7 of the “Significant Accounting Policies” in the notes to financial statements.

(2) The Bank recognized the difference between assets and liabilities as a profit related to special finance assistance
for the year and also recognized the same amount in the “special public management account” as an asset as described
in item 6 of the “Balance Sheet Iltems” in the notes to financial statements.

Tokyo, Japan
June 29, 1999

/! y " -
[endiry ool Conpadio

Century Audit Corporation
Certified Public Accountants

The accompanying financial statements have been prepared in accordance with the provisions set forth in conformity
with accounting principles and practices generally accepted in Japan, which may differ in some material respects from
accounting principles and practices generally accepted in countries and jurisdictions other than Japan. The standards,
procedures and practices to audit such financial statements are those which are generally accepted and applied in
Japan.

63



Report of the Independent Certified Public Accountants

<Consolidated>

The Board of Directors
The Nippon Credit Bank, Ltd.:

We have audited the consolidated balance sheet of The Nippon Credit Bank, Ltd. and consolidated subsidiaries as of
March 31, 1999, and the related consolidated statements of loss, and deficit for the year then ended. These financial
statements are the responsibility of the Bank’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in Japan and accordingly, our audit
included such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the aforementioned consolidated financial statements present fairly, in all material respects, the financial
position of The Nippon Credit Bank, Ltd. and consolidated subsidiaries as of March 31, 1999,and the results of their
operations for the year then ended, in conformity with generally accepted accounting principles in Japan, which,
except for the change with which we concur in accounting for securities described in item 4. (2) of the “ Basic Items for
Preparing Consolidated Financial Statements” in the notes to consolidated financial statements, have been applied
on a consistent basis:

Remarks:

(1)The Bank assessed assets which were deemed inappropriate to maintain under the Financial Reconstruction Law
by a bank under special public management and those the Bank decided to sell at estimated transfer prices as
described in item4. (9) of the “ Basic Items for Preparing Consolidated Financial Statements” in the notes to consolidated
financial statements.

(2)The Bank recognized the difference between assets and liabilities as a profit related to special finance assistance
for the year and also recognized the same amount in the “special public management account” as an asset as described
in item 6 of the “Consolidated Balance Sheet Items” in the notes to consolidated financial statements.

Tokyo, Japan
June 29, 1999 » ) ; .
(e ./;_‘f-u;’ 4 wiaf Lon P o
/

Century Audit Corporation
Certified Public Accountants

The accompanying financial statements have been prepared in accordance with the provisions set forth in conformity
with accounting principles and practices generally accepted in Japan, which may differ in some material respects from
accounting principles and practices generally accepted in countries and jurisdictions other than Japan. The standards,
procedures and practices to audit such financial statements are those which are generally accepted and applied in
Japan.
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Company History

April 1957  Established as Japan Property Bank (capital ¥1 billion) January 1985  Started multiple-purpose bank account for bonds.Cl

in accordance with the long-term trust bank law. October Established the first subsidiary in Europe, The Nippon
October Opened Osaka branch Credit International Limited
November Opened Nagoya Branch May 1988  Started new information system operation
September 1958  Started issuance of discount debentures November 1989  Started issuance of two-year debenturesC
October Opened Nagoya Branch Office February 1994  Established the first domestic subsidiary by business
July 1964  Started foreign exchange business as an authorized category “The Nippon Credit Trust Bank”0

foreign exchange bank August Split ¥500 par value stock into ¥50 par valueO
September Listed stock in the Tokyo Stock Exchange June 1996  Started issuance of one and three-year debenturest
February 1970 Listed stock in the Osaka Securities Exchange April 1997  Announced Comprehensive Restructuring Plan
April 1974  Opened first overseas branch office in London Signed contract with Bankers Trust Company for basic
October 1977  Changed name to The Nippon Credit Bank, Ltd. agreement of business tie-upC

Started total on- line operation system December 1998  Started sales of stock investment trust at the window
January 1978  Opened the first overseas subsidiary in Hong Kong, Started special public management in accordance with

The Nippon Credit International (Hong Kong) Limited application of the Financial Reconstruction Law
October 1981  Started issuance of Risshin Wide Terminated listing stocks on Tokyo Stock Exchange,
April 1983  Started sales of public bonds including national Osaka Securities Exchange

government bonds over-the-counter
June 1984  Started public bonds (including national government

bonds) dealing business

Business Activities

e Debentures
Issuance of debentures and discount debentures

e Deposits

Deposits
Checking accounts, savings accounts, deposits at notice, time deposits, deposits at notice, tax savings deposits, non-residents
deposits in yen currency, and deposit in foreign currencies

Certificates of deposit
Limited to national and local public entities,bond management firms and other specified customers

e Lending and guaranty of liabilities

Loans, discount on promissory notes, guaranty of liabilities for equipment funds and long-term operating fund services. Also, loans
for long-term funds (term exceeding six months ) other than equipment funds and long-term operation funds

Loans for short-term funds are (term of less than six months) limited to the total amount of deposits or corresponding funds.
Discounts on promissory notes, guaranty of liabilities, and acceptance of promissory notes

e Securities

Security investment business

Underwriting of public bonds

Over-the-counter sales of public bonds including national government bonds, and securities investment trusts
Sales/purchase of security products

Receipt of payment for stocks or corporate bonds, or payment of dividends

Registration of public bonds as a registered institution under the Corporate Bonds Registration Law
Consignment business for soliciting or managing public bonds

Trust business for secured corporate bonds

e Brokerage business for financial futures
Brokerage business for financial futures, option transactions, securities futures, and forward rate agreement transactions

e Domestic exchanges
Services such as money order between head /branch offices, and head /branch offices of other banks
Checking account payment, collection of bills

e Foreign exchanges
Remittance to foreign countries and other foreign currency related businesses

e Other services

Revenue agency for Bank of Japan and agency business for national bonds

Receipt of public funds of local public entities including Tokyo

Agency business for Japan Small Business Corp., Housing Finance Corp., Employees Retirement Allowance Corp., Environmental
Service Corp., Pension Welfare Service Public Corp., Employment Promotion Corp., Oil Corp., and Social Welfare Medical Corp.

Safe-keeping deposits
Rental safe-deposit boxes
Purchase of securities
Gold transactions
Commercial paper
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Corporate Organization

(As of July 1, 1999)

| Corporate Planning/

— Secretariat

— Inspection Division

— Personnel Division

— Operations Planning Division
— Corporate Planning Division

Corporate Auditors' Department

—— Public Relations Division

Administration Sector

Compliance

Treasury Division Equity Investment Department
— Accounting Division

— General Administration Division

— Affiliated Business Division

— Loan Management Division

— Asset Transfer Management Division

— Compliance Management Division T

Internal Regulations Department
Legal Department

Sector

Business

Risk Management Division
— Assets Audit Division
— Credit Analysis Division Appraisal Department

Information Network Department

Promotion
Sector

Markets

r— Banking Headquarters Division *[

L— Retail Banking Division

Real Estate Research Department
Financial Planning Department

— Financial Markets Planning Division
— Financial Markets Sales Division

Financial Products R&D Division

Sector

Investment
Banking
Sector

— Financial Markets Trading Division
— Markets & International Administration Division

Investment Banking Division —E [nternational Business Division

Distressed Loan Sales Division

Systems Planning Division  ——— Computer Operations Division

Banking Administration Division

__| Board of Executive
Directors Committee
General Corporate | | Operations
Meeting of Investigation| | Supervisory
Shareho?ders Committee | | Committee
| |Corporate CB(?rgBdr §L |
Auditors | “ayditors
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General Business
Promotion
Sector

Head
Office

Branches

Representative
Offices

Economic Research Division

— Corporate Business Division O O
— Corporate Business Division 00 O
— Gorporate Business Division O O
— Corporate Business Division O O
— Corporate Business Division 0 O
— Gorporate Business Division O O

| _— Corporate Business Division 0 O

— Loan Administration Division O O
— Loan Administration Division O O
— Market Business Division O O
— Market Business Division O O
— Public Institutions Division

— Financial Institutions Division 0 O
— Financial Institutions Division O O
— Financial Institutions Division O O
— Debenture & Deposit Division

— Domestic Branches

Osaka, Nagoya, Fukuoka,
Sendai, Hiroshima, Sapporo,
Takamatsu, Kanazawa,
Shinjuku, Umeda,Yokohama,
Kyoto, Tokyo, Shibuya, Ueno,
Ikebukuro, Chiba

— QOverseas Branch
Grand Cayman

—— New York, London, Singapore,

Hong Kong, Beijing, Seoul,
Jakarta, Bangkok



Office Directory (asof auy 1, 1999)

Overseas Network

e Branch o Subsidiaries
Grand Cayman Branch Singapore Representative Office Seoul Representative Office Nippon Credit International Limited
General Manager Senior Representative Senior Representative Managing Director
Kiyoshi Yamazaki Seiichiro Isoda Kozo Ogawara Junji Hayashi
Deputy General Manager Address Address Address
Masamichi Muto 6 Temasek Boulevard, #23-02 8th Floor City Tower,
Suntec Tower 4, Shinhan Bank Building 120, 40 Basinghall Street
Address Singapore 038986, 2-ka, Taepyung-ro, London EC2V 5DE, U.K.
P.0. Box 1040 Republic of Singapore Chung-ku, Seoul 100-102, Tel: 0171-825-2000
West Wind Building Tel: 333-6781 Republic of Korea Fax: 0171-638-3460

George Town, Grand Cayman
c¢/o The Nippon Credit

Bank, Ltd.

Head Office

Telex: J26921 NCBTOK
J28788 NCBTOK

o Representative Offices
New York Representative Office

Chief Representative
Toshihide Takai

Address

101 East 52nd Street,
14th Floor, New York
NY 10022, U.S.A.
Tel: 212-751-7330
Fax: 212-751-0987

London Representative Office

Senior Representative
Kentaro Tawara

Address

City Tower,

40 Basinghall Street
London EC2V 5DE, U.K.
Tel: 0171-588-1219
Fax: 0171-920-0901

Domestic Network

o HEAD OFFICE
13-10, Kudan-kita 1-chome
Chiyoda-ku, Tokyo
102-8660, Japan

Tel: 03-3263-1111
Telex: J26921, J28788
(Forex only)

NCBTOK

2322091 NCB2
(Domestic)

Cable: NICREDBANK
SWIFT: NCBTJPJT

o BRANCH OFFICES
Osaka

2-4, Nishi-Shinsaibashi 1-chome
Chuo-ku, Osaka 542-0086
Tel: 06-245-2121

Nagoya

5-28, Meieki 4-chome
Nakamura-ku, Nagoya 450-0002
Tel: 052-566-1900

Fax: 333-6807

Hong Kong Representative Office

Senior Representative
Junichi Hata

Address

Suite 1012,

Two Pacific Place,

88 Queensway, Hong Kong
Tel: 2820-9888

Fax: 2845-2724

Beijing Representative Office

Senior Representative
Hiroshi Hatanaka

Address

7th Floor

Changfugong Office Building
A26 Jianguo-Menwai Street,
Beijing

People’s Republic of China
Tel: 010-6513-0683

Fax: 010-6513-9033

Fukuoka

Tel: 02-774-8121
02-774-8122

Fax: 02-774-8123
02-771-7526

Jakarta Representative Office

Senior Representative
Katsuhiko Ando

Address

17th Floor, Jakarta Stock
Exchange Building Tower Il
JI. Jend. Sudirman Kav.
52-53, Jakarta 12190,
Indonesia

Tel: 021-515-5155

Fax: 021-515-5156

Bangkok Representative Office

Senior Representative
Hiroshi Ushio

Address

22nd Floor, TISCO TOWER
48 North Sathorn Road,
Bangkok 10500, Thailand
Tel: 02-638-0801
02-638-0802
02-638-0803

Fax: 02-638-0804

Kanazawa

Telex: 947861 NCILDN G

Nippon Credit International
(Hong Kong) Limited

Managing Director
Junichi Hata

Address

Suite 1012,

Two Pacific Place,

88 Queensway, Hong Kong
Tel: 2820-9888

Fax: 2845-2724

Telex: 65744 NCIHK HX

The Nippon Credit Bank
(Curagao) Finance, N.V.

Address
Pietermaai 15, Willemstad
Curagao, Netherlands Antilles

The Nippon Credit Bank
(Curagao) Capital, N.V.

Address
Pietermaai 15, Willemstad
Curagao, Netherlands Antilles

Tokyo

14-18, Tenjin 1-chome
Chuo-ku, Fukuoka 810-0001
Tel: 092-751-4261

Sendai

2-37, Takaokacho
Kanazawa 920-0864
Tel: 076-231-4151

Shinjuku

6-2, Otemachi 2-chome
Chiyoda-ku, Tokyo 100-0004
Tel: 03-3245-1311

Shibuya

6-1, Ichibancho 4-chome
Aoba-ku, Sendai 980-0811
Tel: 022-225-1171

Hiroshima

37-11, Shinjuku 3-chome
Shinjuku-ku, Tokyo 160-0022
Tel: 03-3354-1600

Umeda

24-12, Shibuya 1-chome
Shibuya-ku, Tokyo 150-0002
Tel: 03-3409-6411

Ueno

7-37, Nakamachi
Naka-ku, Hiroshima 730-0037
Tel: 082-247-4301

Sapporo

8-47, Kakutacho
Kita-ku, Osaka 530-0017
Tel: 06-315-1111

Yokohama

16-5, Higashi-Ueno 1-chome
Taito-ku, Tokyo 110-0015
Tel: 03-3835-7511

Ikebukuro

5-2, Ohdori Nishi 6-chome
Chuo-ku, Sapporo 060-0042
Tel: 011-241-8171

48, Honcho 5-chome
Naka-ku, Yokohama 231-0005
Tel: 045-212-3481

Takamatsu Kyoto
7-1, Bancho T-chome 394 Shimomaruya-cho
Takamatsu 760-0017 Oike-sagaru

Tel: 087-821-5521

Kawaramachi-Dori
Nakagyo-ku, Kyoto 604-8006
Tel: 075-211-3341

28-13, Minami-lkebukuro
2-chome, Toshima-ku
Tokyo 171-0022

Tel: 03-3988-0911

Chiba

3-1, Fujimi 2-chome
Chuo-ku, Chiba 260-0015
Tel: 043-227-3111

(As of July 1, 1999)

HOME PAGE ADDRESS http://www.ncb.co.jp
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NCB Group’s Business Spectrum (s of auly 1, 1999)

The Nippon Credit Bank, Ltd. (NCB) NCB Group
Investment Products
(Debentures/Deposits)
Corporate Finance
2
=
3 NCB Capital Co., Ltd.
@ Corporate Support P
IPO
M&A/Financial Advisory
o NCB Trust Bank Co., Ltd.
%
S Asset Securitization
|
E NCB Servicer Co., Ltd.
% Derivative Products
£
Trading
© | Asset Management NCB Investment Management Co., Ltd
g
(Gartmore NC Investment Co., Ltd.)0 O
Investment Trusts
Research
NCB Research Institute, Ltd.
System
NCB Systems Co., Ltd.

Administration
NCB Business Service Go., Ltd.

Business Promotion

Compliance

Planning/
(Risk) Management

0 [(Bund management company established by Nippon
Credit and Gartmore, a major U.K. asset management
firm (Nippon Credit Group ownership 13.3%,
Gartmore ownership 51.7% as of July 1, 1999)
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Directors & Auditors  (asof auly 1, 1999)

Directors

President

Deputy President

Deputy President

Senior Managing Director

Director

Director & General Manager, Banking Headquarters Division
Auditors

Standing Auditor

Standing Auditor

Standing Auditor

Takuya Fujii

Motohiko Kusano
Hiroshige Wagatsuma
Yoshinobu Kotera
Naofumi Tokai

Yuji Inagaki

Yoshio Nakanishi
Kunio Hamada
Ken Shigihara
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