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FINANCIAL SECTION

CONSOLIDATED BALANCE SHEETS

March 31, 2005 and 2004 The Bank of Fukuoka, Ltd. and Its Consolidated Subsidiaries

2005 2004 2005

(Millions of yen) (Millions of yen) (Millions (OI\IOL:(.E 53) dollars )
Assets
Cash and due from banks (Note 16) ..........cccceeveeieeeeieennns ¥ 266,423 ¥ 207,691 $ 2,480
Call loans and bills bought ...........ccooooiiiiiiii 164,987 142,779 1,536
Receivables under securities borrowing transactions
(NOTE 4) .o, O 29,394 |
Monetary receivables bought .............cccooeviiiiiiiiiine, 64,780 56,755 603
Trading @SSELS . .uuiiviieiii e 3,176 1,542 29
Money held in truSt .......c..ooviiei e d 985 d
Securities (Notes 4, 8 and 13) ......c.oveveeiviiiiieiiieeeieeeeeen 1,624,844 1,350,126 15,130
Loans and bills discounted (Notes 5and 8) ...........c.cc.ceuunne. 5,031,315 5,051,355 46,850
Foreign exchange assets (Note 5and 6) ...........c.occceveennnnn. 3,930 3,465 36
Other assets (NOtE 8) ......ovvvviviiiieiiieeiieeei e 57,935 74,786 539
Premises and equipment (Notes 7 and 8) .............c.ccceeeunnnn. 135,651 143,376 1,263
Deferred tax assets (NOte 14) .......ccccevveeeiiiiiiiiiiiiiiieeeeeen, 13,215 35,605 123
Customers’ liabilities for acceptances and guarantees
(NOEE 12) ..ttt 73,594 82,299 685
Reserve for possible [0an [0SSeS ...........cccvvvviiiiiiiiiieiinnnnnn. (91,148) (101,244) (848)
TOAl @SSELS .vvvueiiiiiiee ittt ¥ 7,348,707 ¥ 7,078,919 $ 68,430
Liabilities , minority interests and stockholders’ equity
Liabilities
DeEPOSILS (NOLE 8) .....oeiiiiiieiiiii e ¥ 6,561,849 ¥ 6,263,657 $61,102
Call money and bills sold ..........c.covveviiiiiiiic e 4,832 2,642 44
Payables under securities lending transactions (Note 8)....... 144,454 117,093 1,345
Trading liabilities ..........coevveiereieii e 1,262 430 11
Borrowed money (NOte 9) ......covvvriiiiieiiiieeie e e e 58,009 74,088 540
Foreign exchange liabilities (NOte 6) .............coevvvviiieenneeenn. 265 261 2
Bonds payable (Note 10) .........cooovvviiiiiiiiiiiieiiecee, g 21,138 O
Bonds with stock subscription rights (Note 10)................... 47,229 47,410 439
Other iabilities ......cvviiiii 50,919 86,590 474
Reserve for employee retirement benefits (Note 11) ........... 813 1,029 7
Deferred tax liabilities on land revaluation (Notes 7 and 14)... 35,781 38,190 333
Excess of net assets acquired over COSt ..........ccovvvvnveennnnn. 75 55 0
Acceptances and guarantees (Note 12) .........c.cccevevevneennn. 73,594 82,299 685
Total aDIlItIES ... .ceeeei e 6,979,088 6,734,886 64,988
MiNOrity INTEreStS .....oiviieii e 1,259 2,078 11
Stockholders’ equity
COMMON SEOCK .uvtieiiiiieiie e e e aeeaas 58,753 58,662 547
Capital SUIPIUS ... 37,008 36,917 344
Retained earnings.........cc.uviriiiiiiiiieee e 172,662 145,549 1,607
Land revaluation account (NOtES 7) ......c.uvvvviviinnniiinneennnnes 52,374 55,900 487
Unrealized gains of securities (Note 13) ...........cccoeeveevinnnnnn. 48,374 45,586 450
Treasury StOCK .......oovveiiiiiiii e (812) (662) (7)
Total stockholders’ equIty .........cccuvvvieiviiiineiiineei e, 368,359 341,953 3,430
Total liabilities , minority interests
and total stockholders’ equity ...........ccoovvviviiiineiinnnn, ¥ 7,348,707 ¥ 7,078,919 $ 68,430

See accompanying notes to consolidated financial statements.
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FINANCIAL SECTION

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended March 31, 2005 and 2004 The Bank of Fukuoka, Ltd. and Its Consolidated Subsidiaries

2005 2004 2005
(Millions of yen) (Millions of yen) (Millions (OI\IOL:(.; 53) dollars )
Income
Income from funds under management:
Interest on loans and bills discounted ..........................L ¥ 93,961 ¥ 95,477 $ 874
Interest and dividends on securities ...........cocceeeviiiennnns 28,003 26,646 260
Interest on call loans and bills bought .........................e. 144 30 1
Interest on receivables under securities
borrowing transactions ............cccoevviiiiiiiiiein e, O 0 g
Interest on due from banks ..........cccoeeiiiiiiiiiiin, 25 3 0
Interest 0N Others .........cocoeoiviiiiiiii e 2,610 1,709 24
TIUSE TEES oevnieii e 2 2 0
Fees and COMMISSIONS .....ccevuvveenieiiieeieeeie e e e e eieeeanes 28,172 27,029 262
Trading INCOME ...vvveiii e e e e e e 1,351 512 12
Other operating iNCOME .......cceuuiiiiiieiiiieeiie e e e e 7,223 6,243 67
OtheriNCOME ...ouiiiiii e 4,189 6,760 39
TOtal INCOME ..eieniiii e 165,685 164,416 1,542
Expenses
Cost of fund-raising:
Interest N dePOSItS ....c..vveeviiiiiie e 2,559 2,541 23
Interest on call money and bills sold ...............c.ccevee. 64 67 0
Interest on payables under securities
lending transSactions ...........ccovveeiveiiiieriine e 2,546 1,898 23
Interest on borrowed MONEY ........c.ccvvvvveviieeinieniieennnn. 1,308 1,916 12
Interest on bonds payable ...........cccooeviiiiiiii, 966 1,369 8
Interest on bonds with stock subscription rights ............. 520 521 4
INterest 0N Others ........ovviiiieiii e 11,636 10,824 108
Fees and COMMISSIONS .........ovvniiuiiiiiiieiee e 7,884 7,675 73
Other operating eXPenSEeS ..........ccuuuvieiiiiiiieeiiiiieeeiiieees 880 413 8
General and administrative eXpenses ...........ccccevvevvviennenns 73,032 76,146 680
Other EXPENSES ... vviiiiiie et 19,571 18,742 182
TOtal EXPENSES ...iiiviiieiiiiiie et 120,969 122,119 1,126
Income before income taxes and minority interests 44,716 42,297 416
Provision for income taxes: (Note 14)
CUITENT Lo 704 629 6
Deferred ... 18,063 21,712 168
18,767 22,341 174
MiINOrity INTEreStS ....uivieiiiiiee e (841) 67 (7
Net income (NOte 15) .......oovvviuiiiiieeeeeeeiieeeeeiee e ¥ 26,789 ¥ 19,888 $ 249

See accompanying notes to consolidated financial statements.
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FINANCIAL SECTION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Years ended March 31, 2005 and 2004 The Bank of Fukuoka, Ltd. and Its Consolidated Subsidiaries

2005 2004 2005
(Millions of yen) (Millions of yen) (Millions (OI\IOL:(; 53) dollars )

Capital surplus

Balance at beginning of year ..............cccooiiiiiiiiiiiiee e ¥ 36,917 ¥ 36,913 $ 343
Exercise of stock subscription rights..............ccceeeviiiinnnnnn. 90 3 0
Gains on sales of treasury StOCK ...........ccoeevivviiiiiiiiiinnnnns 1 O 0
Balance at end Of YEar .........cccccvveeeieiiiiiiiiiiiieeee ¥ 37,008 ¥ 36,917 $ 344
Retained earnings

Balance at beginning of year ¥ 145,549 ¥ 128,732 $ 1,355
NELINCOME ...t 26,789 19,888 249
Transfer from land revaluation account ............cccccoeeeeeenn. 3,526 151 32
Cash dividends ........cccceuiiiiiiiiie e (3,162) (3,163) (29)
Bonuses to directors and corporate auditors .................... (40) (40) 0)
Losses on disposition of treasury StOCK ............c.cccvveennnnn. (0) (0) (0)
Change of the scope of consolidation ....................ccceeee. (d) (18) (a)
Balance at end of year..........cocoeiiiiiiiiii ¥ 172,662 ¥ 145,549 $ 1,607

See accompanying notes to consolidated financial statements.
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FINANCIAL SECTION

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended March 31, 2005 and 2004 The Bank of Fukuoka, Ltd. and Its Consolidated Subsidiaries

2005

2004

2005

(Millions of yen)

(Millions of yen)

(Millions of U. S. dollars )

(Note 3)
Cash flows from operating activities:
Income before income taxes and minority interests ........ ¥ 44,716 ¥ 42,297 $ 416
Depreciation of premises and equipment ...................... 4,805 4,983 44
IMPAIMENT [0SSES ...vviiiiieiiiie e 3,315 O 30
Depreciation of excess of net assets acquired over cost... 19 27 0
Equity in income from investment in affiliates .................. (104) O (0)
Net change in reserve for possible loan losses ............... (10,096) (79,967) (94)
Net change in reserve for employee retirement benefits ... (215) 10 (2)
INtEreSt iNCOME ...vviiieiii e (124,746) (123,868) (1,161)
Interest expenses 19,601 19,140 182
Net (gain) loss related to securities transactions .. 2,385 5,843 22
Net (income) loss from money held in trust ........ 0) (16) 0)
Net exchange (gain) I0SS ........c.ovvvviiiiiiiiiiiiicee e, (18) (2,817) 0)
Net (gain) loss from disposition of premises
and EQUIPMENT .ouieei e e 1,894 1,047 17
Net change in trading assets ............cccoeevunnes (1,634) 6,123 (15)
Net change in trading liabilities ..................... 832 265 7
Net change in loans and bills discounted 20,040 124,335 186
Net change in deposits .........cccoevvvvviviieiinnnn. 390,890 166,184 3,639
Net change in negotiable certificates of deposit .............. (92,697) (55,639) (863)
Net change in borrowed money
(excluding subordinated borrowed money)................... (78) (975) 0)
Net change in deposits with banks (1,562) 1,372 (14)
Net change in call Ioans .............cccooeeiiiiiiiiiiiince, (30,233) (147,499) (281)
Net change in receivables under securities
borrowing transactions ............cccoevviiieiiiieeiieeeeeenn 29,394 (29,394) 273
Net change in call money ............cccovvviiiiiniiiieiieeenn, 2,190 (52,167) 20
Net change in payables under securities
lending tranSactions ...........ccovveviieiiiiiiiine e 27,360 314 254
Net change in foreign exchange assets (464) (1,003) (4)
Net change in foreign exchange liabilities ....................... 3 37 0
Net change in bonds payable ...........cccooociiiiiiiiineennnn. (21,138) O (196)
Interest received 124,865 124,962 1,162
Interest paid ......oooevveiiiiiii (19,073) (20,359) a77)
Bonuses to directors and corporate auditors.................. (40) (40) 0)
Other, Net ... (22,523) 5,561 (209)
Subtotal ................ 347,688 (11,242) 3,237
Income taxes paid (786) (738) (7)
Net cash provided by (used in) operating activities .... 346,901 (11,980) 3,230
Cash flows from investing activities:
Payments for purchases of securities ..................ccouuenne. (1,018,434) (751,457) (9,483)
Payments for purchases of stocks of subsidiaries ........... O (75) O
Proceeds from sale of SECUTtIES .......uvvvvvieiiniiiiiiieinenns 187,715 214,300 1,747
Proceeds from redemption of securities ............ 558,441 561,741 5,200
Proceeds from decrease in money held in trust 985 543 9
Payments for purchases of premises and equipment ...... (2,049) (1,025) (19)
Proceeds from sale of premises and equipment ............. 2,898 368 26
Net cash provided by (used in) investing activities ..... (270,443) 24,395 (2,518)
Cash flows from financing activities
Proceeds from issuance of subordinated
borrowed MONEY .........covvviiiiieiiiee e (16,000) O (148)
Dividends paid (3,161) (3,162) (29)
Dividends paid for minority ...........c..ccovviiieiiiiiinieiinnnnnn. (1) (2) 0)
Payments for purchase of treasury stock ....................... (148) (54) (1)
Proceed from sale of treasury stock 5 2 0
Net cash used in financing activities (19,306) (3,217) (179)
Effect of exchange rate changes on cash
and cash equivalents............ccoovviiiiiiin e, 18 (84) 0
Net increase in cash and cash equivalents .................. 57,170 9,112 532
Cash and cash equivalents at beginning of the year .... 207,132 198,019 1,928
Cash and cash equivalents
at end of the year (Note 16) .........cccoevvvveviiievinieniieeennn. ¥ 264,302 ¥ 207,132 $ 2,461

See accompanying notes to consolidated financial statements.
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FINANCIAL SECTION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years ended March 31, 2005 The Bank of Fukuoka, Ltd. and Its Consolidated Subsidiaries

1. Summary of Significant Accounting Policies

a. Basis of Presentation

The accompanying consolidated financial statements of The Bank
of Fukuoka, Ltd. (“the Bank”) and consolidated subsidiaries are
prepared in accordance with accounting principles generally ac-
cepted in Japan, which are different in certain respects as to appli-
cation and disclosure requirements of International Financial Re-
porting Standards and are compiled from the consolidated finan-
cial statements prepared by the Bank as required under the Se-
curities and Exchange Law of Japan.

Certain amounts in the prior year’s financial statements have
been reclassified to conform to the current year’s presentation.

As permitted by the Securities and Exchange Law, amounts of
less than one million yen have been omitted. As a result, the totals
shown in the accompanying consolidated financial statements
(both in yen and U.S. dollars) do not necessarily agree with the
sums of the individual amounts.

b. Principles of Consolidation

The accompanying consolidated financial statements include the
accounts of the Bank and all companies controlled directly or indi-
rectly by the Bank. All significant intercompany balances and
transactions have been eliminated in consolidation.

The Bank does not have any companies over which the Bank ex-
ercise significant influence in terms of their operating and financial
policies.

Differences between the cost and the underlying net equity at fair
value of investments in subsidiaries at the date of acquisition is
amortized over a period of 5 years on a straight-line basis.

c. Trading Assets and Liabilities

Trading account transactions are the transactions in which profit
opportunities arise from the differences between different markets
and short-term movements in rates and other indices, including in-
terest rates, currency exchange rates, and dealing in marketable
securities. These transactions are included in the consolidated fi-
nancial statements as of the respective trading dates.

“Trading assets” and “Trading liabilities” are valued as follows:
securities and monetary assets are valued at market price at the
balance sheet date; swaps, futures, options and other derivative
transactions are valued on the assumption that they were settled
at the balance sheet date.

The gains and losses on specific transactions are recorded by
adding or deducting differences between valuation gains or losses
at the previous balance sheet date and those at the current bal-
ance sheet date to the interest earned or paid in the current year
for securities, monetary assets, etc. With respect to derivatives,
the differences between the gains and losses from assumed set-
tlement at the previous balance sheet date and those at the cur-
rent balance sheet date are added to or deducted from the inter-

est earned or paid in the current year.

d. Securities

Held-to-maturity debt securities are stated at cost or amortized
cost (straight-line method).

Other securities whose market value are available are stated at the
market value at the fiscal year end (cost of securities sold is calcu-
lated using the moving average method), and other non-marketa-
ble securities are stated at cost or amortized cost computed by
moving-average method.

Unrealized gains and losses on other securities are included in
stockholders’ equity, net of income taxes.

e. Derivative transactions
Derivatives for purposes other than trading are stated at market
value.

f. Premises and Equipment

Depreciation for buildings and equipment of the Bank is computed
using the declining-balance method at rates principally based on
the following estimated useful lives:

BUIIAINGS «ovvneeieeeeeee e 3 years to 50 years
Equipment and furniture ........................... 2 years to 20 years

The subsidiaries primarily use the same method.

Costs of computer software developed or obtained for internal
use are capitalized and amortized using the straight-line method
for the estimated useful lives of 5 years.
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g. Reserve for possible loan losses

The Reserve for Possible Loan Losses is maintained in accord-
ance with internally established standards for write-offs and provi-
sions:

O For credits extended to obligors that are legally bankrupt
under the Bankruptcy Law, Special Liquidation in the Com-
mercial Law or other similar laws (“Bankrupt Obligors”), and
to obligors that are effectively in similar conditions
(“Substantially Bankrupt Obligors”), reserves are maintained
at 100% of amounts of claims, net of expected amounts from
the disposal of collateral and/or the amounts recoverable un-
der guarantees.
O For credits extended to obligors that are not yet legally or
formally bankrupt but who are substantially bankrupt, re-
serves are maintained at the amount deemed necessary
based on overall solvency analyses, on the amount of claims
less expected amounts recoverable from the disposal of col-
lateral and/or the amounts recoverable under guarantees.
0 For credit extended or obligors that are not yet legally or
formally bankrupt but who are substantially bankrupt or the
obligors whose credit terms are rescheduled or reconditioned
and exceed the certain threshold, the Discounted Cash Flow
Method (the DCF Method) are applied if cash flows on repay-
ment of principals and collection of interest of the loan can be
reasonably estimated. The DCF Method requires that the dif-
ference between the cash flows discounted by the original in-
terest rate and the carrying value of the loan be provided as a
reserve for possible loan losses.
O For credits extended to other obligors, reserves are main-
tained at rates derived from default experiences for a certain
period in the past, etc.
O Reserves for Possible Losses on Loans to Restructuring
Countries are maintained in order to cover possible losses
based on the analyses of political and economic climates of
the countries.
All credits are assessed by each credit origination department, and
the results of the assessments are verified and examined by the in-
dependent examination department. Reserves for Possible Loss-
es on Loans are provided for on the basis of such verified assess-
ments.
Reserve for loan losses in the consolidated subsidiaries are provid-
ed by the actual write off ratio, etc.

h. Reserve for employee retirement benefits

Reserve for employee retirement benefits, which is provided for

the future pension payment to employees, is recorded at the

amount accrued at the end of the fiscal year, based on the pro-

jected benefit obligation and the estimated pension plan asset

amounts at the end of the current fiscal year. Prior service liabili-
ties and actuarial gains or losses are amortized mainly as fol-
lows:
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O Prior service liabilities are charged to operations as incurred.
O Actuarial gains or losses are recognized as income or ex-
penses from the following fiscal year under the straight-line
method over the average remaining service period of the cur-
rent employees (10 years).

i. Translation of assets and liabilities denominated in foreign
currencies

Assets and liabilities denominated in foreign currencies are trans-
lated into Japanese yen at the exchange rates prevailing at the
balance sheet dates.

j. Leases

Non cancelable lease transactions are accounted for as operating
leases (whether such leases are classified as operating leases or fi-
nance leases), except that lease agreements which stipulate the
transfer of ownership of the leased assets to the lessee are ac-
counted for as finance leases.

k. Hedge accounting

0 Hedge accounting for interest rate risks

In order to hedge the interest rate risk associated with various fi-
nancial assets and liabilities, the Bank applies the deferred method
which is stipulated in “Accounting and Auditing Treatment of Ac-
counting Standards for Financial Instruments in Banking Industry”
(JICPA Industry Audit Committee Report No.24). The Bank as-
sesses the effectiveness of such hedge for offsetting changes in
interest rate, by classifying the hedge items (such as deposits and
loans) and the hedging instruments (such as interest rate swaps)
by their maturity. The Bank assesses the effectiveness of such
hedges for fixing cash flows by verifying the correlation between
the hedged items and the hedging instruments.

The deferred hedge losses and gains recorded on the Consolidat-
ed Balance Sheet resulted from the application of the macro-
hedge method based on “Tentative Accounting and Auditing
Treatment relating to Adoption of ‘Accounting for Financial Instru-
ments’ for Banks” (JICPA Industry Audit Committee Report
No.15), under which the overall interest rate risks inherent in loans,
deposits and other instruments are controlled on a macro-basis
using derivatives. These deferred hedge losses and gains on mac-
ro hedge are allocated to “Interest expenses” for 3 year period
from the last term in accordance with their average remaining
term.

The unamortized amount of Gross Deferred Hedge Losses under
the macro-hedge method at the end of this fiscal term was ¥7,417
million.

0 Hedge accounting for foreign exchange risks

The Bank applies the deferred method of hedge accounting to
hedge foreign exchange risks associated with various foreign cur-
rency denominated monetary assets and liabilities as stipulated in
“Accounting and Auditing Concerning Accounting for Foreign Cur-
rency Transactions in Banking Industry” (JICPA Industry Audit



Committee Report No.25). The effectiveness of the currency-swap
transactions, exchange swap transactions and similar transactions
hedging the foreign exchange risks of monetary assets and liabili-
ties denominated in foreign currencies is assessed based on com-
parison of foreign currency position of the hedged monetary as-
sets and liabilities and the hedging instruments.

Deferred hedges based on one-to-one hedges are applied to cer-
tain assets and liabilities of the Bank.

L. Income taxes

Deferred tax assets and liabilities are determined based on the dif-
ferences between financial reporting and the tax bases of the as-
sets and liabilities and are measured using the enacted tax rates
and laws which will be in effect when the differences are expected
to reverse.

M. Appropriation of retained earnings

Under the Commercial Code of Japan, the appropriation of re-
tained earnings with respect to a given financial period is made by
resolution of the stockholders at a general meeting held subse-
quent to the close of such financial period. The accounts for that
period do not, therefore, reflect such appropriations. See Note 21.

N. Cash and cash equivalents

Cash and cash equivalents consist of cash and deposits with the
Bank of Japan which are included in “Cash and due from banks”
in the consolidated balance sheets.

2. Changes in Accouting Policies

Accounting Standard for Impairment of Fixed Assets

As permitted by “Accounting Standard for Impairment of Fixed As-
sets” (“Opinion Concerning Establishment of Accounting Standard
for Impairment of Fixed Assets” (Business Accounting Council Re-
port, August 9, 2002)) and “Guidelines on Implementation of Ac-
counting Standard for Impairment of Fixed Assets” (Guidelines on
Implementation of Business Accounting Standard No. 6, October
31, 2003) effective the fiscal year beginning April 1, 2004, the im-
pairment accounting in accordance with the above standard and
guidelines were applied. The effect of this change on operations
was to increase net loss before income taxes by ¥3,315 million. In
the banking industry, accumulated depreciation is directly deduct-
ed in accordance with the Bank Act enforcement regulations (Min-
istry of Finance Ordinance No.10 of 1982), and, accordingly, accu-
mulated impairment losses are directly deducted from book val-
ues.

3. U.S. Dollar Amounts

readers outside Japan. The rate of ¥107.39 = U.S.$1, the approxi-
mate rate of exchange on March 31, 2005, has been used in
translation. The inclusion of such amounts is not intended to imply
that Japanese yen have been or could be readily converted, realiz-
ed or settled in U.S. dollars at that rate or any other rate.

Securities at March 31, 2005 and 2004 were as follows:

(Millions of yen)

2005 2004
National government bonds ¥ 506,299 ¥ 462,148
Local government bonds 53,403 75,269
Corporate bonds 487,755 320,754
Equity securities 112,090 103,487
Other securities 465,294 388,466
Total ¥ 1,624,844 ¥ 1,350,126

Information regarding marketable securities classified as other
securities at March 31, 2005 is as follows:

(Millions of yen)

o : Net
ot vae  umealzed

Listed securities:
Stock ¥ 44,007 ¥ 101,385 ¥ 57,377
Bonds 1,008,162 1,018,048 9,886
Others 442,359 456,535 14,175
Total ¥ 1,494,528 ¥ 1,575,969 ¥ 81,440

Sales of securities classified as other securities amounted to
¥188,306 million with aggregate gain and loss of ¥2,726 million and
¥852 million, respectively, for the year ended March 31, 2005.

The redemption schedule for securities with maturity dates classi-
fied as other securities at March 31, 2005 is summarized as follows:

(Millions of yen)

More than 1 More than 5 More than
1 yearorless year butless years but less 10 years
than 5 years than 10 years
Bonds ¥ 132,485 ¥ 592,752 ¥ 119,280 ¥ 202,940
Others 48,501 225,201 134,673 30,367
Total ¥ 180,987 ¥ 817,954 ¥ 253,954 ¥ 233,308

The securities include ¥1,751 million of stock of subsidiaries.

As for the securities borrowing transaction, etc, that are permitted
to sell or pledge without restrictions, ¥750 million of securities was
held in hand at March 31,2005.

THE BANK OF FUKUOKA7



Information regarding marketable securities classified as other
securities at March 31, 2004 is as follows:

(Millions of yen)

gain
Listed securities:
Stock ¥ 44,706 ¥ 94,042 ¥ 49,335
Bonds 833,424 836,012 2,588
Others 359,707 384,503 24,795
Total ¥1,237,839  ¥1,314,558 ¥ 76,719

5. Loans and Bills Discounted
Loans and bills discounted at March 31, 2005 and 2004 included
the following loans:

(Millions of yen)

2005 2004
Loans to borrowers in bankruptcy ¥ 9,224 ¥ 10,828
Delinquent loans 83,149 115,036
Loans past due for three months or more 247 680
Restructured loans 76,835 73,761
Total ¥ 169,457 ¥ 200,307

Sales of securities classified as other securities amounted to
¥205,887 million with aggregate gain and loss of ¥1,835 million and
¥1,140 million, respectively, for the year ended March 31, 2004.

The redemption schedule for securities with maturity dates classi-
fied as other securities at March 31, 2004 is summarized as follows:

(Millions of yen)

1 year or less y'\:lag:ebtuhtalgsls y'(\a/lz;)rrseth? Pegs l\%r%;gn

than 5 years than 10 years
Bonds ¥ 208,919 ¥ 446,867 ¥ 83,172 ¥ 119,213
Others 25,105 196,702 146,733 10,191
Total ¥ 234,024 ¥ 643,569 ¥ 229,905 ¥ 129,405

As for the securities borrowing transaction, etc, that are permitted
to sell or pledge without restrictions, ¥29,516 million of securities
are held in hand at March 31, 2004.

Changes in Presentation

“Law concerning the amendment of the Securities and Exchange
Law” (Law No. 97 June 9, 2004) defined that equity interest in in-
vestment enterprise limited liabilities associations and associations
under Civil Law and anonymous associations which are classified as
investment enterprise limited liabilities associations are “securities”
under the Securities and Exchange Law, and, accordingly, such
equity interest which used to be included in “other assets” have
been included in “other securities” effective the fiscal year ended
March 31, 2005. Equity gain or loss generated by the operation of
such associations are included in “Interest and dividends on securi-
ties” under the caption of “Income from funds under management”
effective the fiscal year ended March 31, 2005, which used to be in-
cluded in “Other ordinary income”.
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Loans are generally placed on nonaccrual status when the ulti-
mate collectibility of either the principal or interest becomes doubt-
ful because payments have been in arrears for a certain period of
time or due to other reasons. Loans to borrowers in bankruptcy
represent nonaccrual loans to borrowers in legal bankruptcy as
defined in the Corporation Tax Law. Delinquent loans represent
nonaccrual loans other than loans to borrowers in bankruptcy and
restructured loans.

Loans past due for three months or more represent loans on
which payments of principal or interest have been in arrears for
three months or more, but do not meet the criteria for loans to
borrowers in bankruptcy and delinquent loans.

Restructured loans are loans which have been restructured to
support the rehabilitation of certain borrowers who are encounter-
ing financial difficulties, with the intention of ensuring recovery of
the loans by providing easier repayment terms for the borrowers
(such as by reducing the rate of interest or by providing a grace
period for the payment of principal/interest, etc.), and are not clas-
sified in any of the above categories.

Notes discounted are recorded as cash lending / borrowing
transactions in accordance with “Accounting and auditing treat-
ments of the Application of Accounting Standards for Financial In-
struments in the Banking Industry” (JICPA Industry Audit Commit-
tee, Report No. 24). The Bank has a right to sell or collateralize
such bills at the discretion of the Bank.

Total face value of commercial bills and bills of exchange acquired
through discounting amounted to ¥81,283 million and ¥87,413
million at March 31,2005 and 2004, respectively.

Line-of-credit agreements relating to overdrafts and loans are
agreements which oblige the Bank to lend funds up to a certain
limit agreed in advance. The Bank makes the loan upon the re-
quest of an obligor to draw down funds under such a loan agree-
ment as long as there is no breach of the various terms and condi-
tions stipulated in the relevant loan agreement. The unused line-
of-credit balance relating to these overdrafts and loan agreements
at Mach 31, 2005 and 2004 amounted to ¥1,798,511 million and
¥1,714,545 million, respectively. The amount related to overdrafts
and loans with a term of one year or less or overdrafts and loans
which permit unconditional cancellation at any time was
¥1,794,131 million at March 31, 2005.



As many of these contracts expire undrawn, the aggregate total
of the undrawn amount does not necessarily affect the future cash
flows of the Bank and its consolidated subsidiaries. Many of these
contracts have stipulations that allow the Bank and its consolidat-
ed subsidiaries to turn down a loan request or reduce the amounts
of the credit line if there is a change in financial conditions, a need
to establish increased securities, or other similar reasons. In addi-
tion to obtaining necessary collateral (real estates, securities, etc.)
at the time the commitment contract is entered into, the Bank and
its consolidated subsidiaries assess the condition of the custom-
er’s business operations, and analyze other information, based on
internal procedures and standards. If necessary, the contract is re-
viewed and revised, or additional steps are taken to secure the
credit extended to the customer.

6. Foreign Exchange Assets and Liabilities

Foreign exchange assets and liabilities at March 31, 2005 and
2004 consisted of the followings:

(Millions of yen)

2005 2004
Assets
Due from foreign banks ¥ 081 ¥ 1,020
Foreign exchange bills bought 1,020 419
Foreign exchange bills receivable 1,927 2,025
Total ¥ 3,930 ¥ 3,465
Liabilities
Foreign exchange bills sold ¥ 263 ¥ 237
Foreign exchange bills payable 1 24
Total ¥ 265 ¥ 261

7. Premises and Equipment

Land utilized for the Bank’s business activities was revalued at
March 31, 1998 on the basis prescribed in the Law Concerning
the Revaluation of Land. The income tax effect on the difference
between the book value and the revalued amount has been pre-
sented under liabilities as “Deferred tax liabilities on land valuation
account” and the remaining balance has been presented under
stockholders’ equity as “Land revaluation account” in the accom-
panying consolidated balance sheets.

8. Pledged Assets
Assets pledged as collateral at March 31, 2005 and 2004 con-
sisted of the follows:

(Millions of yen)

2005 2004

Assets pledged as collateral

Securities ¥ 446,477 ¥ 315,413

Loans and bills discounted 50,000 304,155
Liabilities corresponding to assets

pledged as collateral
Deposits 38,534 29,849
Payables under securities lending
transactions 144,454 117,093

In addition, securities totaling ¥233,052 million and ¥227,472
million were pledged as collateral for settlement of exchange
and other or as variation margin at March 31, 2005 and 2004,
respectively.

Premises and equipment included ¥1,943 million of guarantee
money and deposits. Other assets included ¥12 million of de-
posit for clearing house.

9. Borrowed money

Borrowed money at March 31, 2005 and 2004 included subor-
dinated borrowings amounting to ¥48,000 million and ¥64,000
million, respectively.

10. Bonds payable and convertible bonds

Bonds payable at March 31, 2004 represented unsecured
6.275% bonds, payable in U.S. dollars, due 2004.

Convertible bonds at March 31, 2005 and 2004 represented
unsecured 1.1% subordinated convertible bonds, payable in
yen, due 2007, which, unless previously redeemed, are conver-
tible at any time up to and including September 28, 2007 into
shares of common stock of the Bank at the option of the hold-
ers at a conversion price of ¥449 per share at March 31, 2004.
Under the provisions of the issue, the conversion price is sub-
ject to adjustments in certain cases which include stock splits.
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11. Retirement benefit plans

The Bank and subsidiaries have defined benefit plans, i.e., wel-
fare pension fund plans and lump-sum payment plans, covering
substantially all employees who are entitled to lump-sum or an-
nuity payments, the amounts of which are determined by refer-
ence to their basic rates of pay, length of service, and the con-
ditions under which termination occurs.

On August 1, 2003, according to the enactment of the Defined
Benefit Pension Plan Law, the Bank obtained an approval of ex-
emption from the substitutional portion of its future pension ob-
ligations by the Minister of Health, Labor and Welfare.

The following table sets forth the funded and accrued status
of the plans, and the amounts recognized in the consolidated
balance sheets as of March 31, 2005 and 2004 for the Bankis
and the subsidiariesi defined benefit plans:

(Millions of yen)

2005 2004

Project benefit obligation ¥(73,416) ¥(67,384)
Fair value of plan assets 71,423 63,019
(Retirement benefit trust included above) 36,929 32,130
Projected benefit obligation in excess of

plan assets (2,993) (4,365)
Unrecognized net actuarial differences 6,162 6,977
Unrecognized prior service cost (1,117) (1,217)
Net liability recognized 3,051 1,494
(Prepaid pension cost) 3,865 2,524

(Reserve for employees’ retirement benefits) ¥ (813) ¥ (1,029)

The components of retirement benefit cost for the year ended
March 31, 2005 and 2004 are outlined as follows:

(Millions of yen)

2005 2004

Service cost ¥ 2,200 ¥ 2,396
Interest cost 1,674 1,918
Expected return on plan assets (2,205) (1,964)
Expense for prior service cost O (742)
Expense for net actuarial loss 1,144 2,689
Retirement benefit expenses 2,814 4,297
Gains from transfer of the substitutional

portion of future pension obligations a (2,524)
Retirement benefit expenses ¥ 2,814 ¥ 1,773

The assumptions used in the accounting for the above plans
were as follows:
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2005 2004
(a) Discount rate: 2.0% 2.5%
(b) Expected return on plan assets 3.5% 3.5%
(c) Allocation basis of expect retirement Fixed Fixed

benefits Charged to Charged to

operations operations
as incurred as incurred

(d) Amortization basis of unrecognized
prior service cost

(e) Amortization term of unrecognized net
actuarial loss

10 years 10 years

12. Acceptances and Guarantees

All contingent liabilities arising from acceptances and guaran-
tees are included in this account. As a contra account,
“Customers’ liabilities for acceptances and guarantees” is
shown on the assets side, which represents the Bank’s right of
indemnity from the applicants.

13. Net unrealized gains on securities

Net unrealized gains on securities at March 31, 2005 and 2004
consisted of the followings:

(Millions of yen)

2005 2004

Gross unrealized gains on securities classified

as other securities ¥ 81,440 ¥ 76,719

Deferred tax liabilities applicable to unrealized gains 33,056 31,139
Unrealized gains on securities, net of the applicable
income taxes before adjustment for minority interests 48,383 45,479

Minority interests 17 (6)
The Bank’s interest in net unrealized gains on

valuations of other securities held by affiliates

accounted for by the equity method 7 O

Net unrealized gains on securities classified

as other securities ¥ 48,374 ¥ 45,586

14. Income Taxes

Income taxes applicable to the Bank and subsidiaries comprise
corporation, enterprise and inhabitants’ taxes, which, in the aggre-
gate, resulted in statutory tax rates of 40.6 percent for 2005 and
2004.

The significant components of the deferred tax assets and liabili-
ties as of March 31, 2005 and 2004 were as follows:



(Millions of yen)

2005 2004
Deferred tax assets:
Reserve for possible loan losses ¥ 32,629 ¥ 33,683
Reserve for employees retirement
benefits 12,595 12,973
Loss carry forward for tax purposes 7,419 27,307
Depreciation of securities 2,488 2,384
Depreciation expenses 1,678 1,611
Other 3,993 2,959
Subtotal 60,867 80,920
Valuation allowance (5,073) (4,362)
Total 55,793 76,558
Deferred tax liabilities:
Unrealized gain on securities (33,056) (31,139)
Retirement benefit trust (8,945) (9,223)
Reserve for special depreciation (537) (537)
Other (38) (53)
Total (42,578) (40,952)
Net deferred tax assets ¥ 13,215 ¥ 35,605

With the implementation of the “Revision of the Local Tax Law”
(Legislation No.9, 2003) on March 31, 2003, a part of the tax basis
of enterprise taxes comprises “amount of added value” and
“amount of capital”
2004. As a result, enterprise taxes that are calculated based on

from the fiscal year commenced on April 1,

“amount of added value” and “amount of capital” are included in
“General and administrative expenses” from the fiscal year ended
March 31, 2005 pursuant to “Practical Treatment for Presentation
of External Based-Corporate Enterprise Taxes in the Statement of
Income” (Accounting Standards Board, Practical Solution Report
No.12).

15. Net Income per Share

Net income per share for the years ended March 31, 2005 and
2004 was as follows:

(yen)
2005 2004
Net income per share:
Basic ¥ 42.23 ¥ 31.33
Diluted 36.62 27.65

Basic income per share is computed based on the weighted
average number of shares of common stock outstanding during
the year.

Diluted net income per share is computed based on the
weighted average number of shares of common stock out-
standing each year after giving effect to the diluted potential of
common shares to be issued upon the convertible bonds.

16. Supplementary Cash Flow Information

Reconciliation of cash and cash equivalents

The reconciliation of cash and due from banks in the consoli-
dated balance sheets to cash and cash equivalents in the con-
solidated statements of cash flows at March 31, 2005 and
2004 were as follows:

(Millions of yen)

2005 2004
Cash and due from banks ¥ 266,423 ¥ 207,691
Interest-earning deposits with
other banks (2,121) (558)
Cash and cash equivalents ¥ 264,302 ¥ 207,132

Lessees’ Accounting

The following pro forma amounts represent the acquisition
costs, accumulated depreciation and net book value of leased
assets as of March 31, 2005 and 2004, which would have been
reflected in the consolidated balance sheets if finance lease ac-
counting had been applied to the finance lease transactions
currently accounted for as operating leases:

(Millions of yen)

2005 2004
Equipment:
Acquisition costs ¥ 15,499 ¥ 12,523
Accumulated depreciation 6,116 5,273
Net book value ¥ 9,382 ¥ 7,249

Lease payments relating to finance lease transactions ac-
counted for as operating leases amounted to ¥2,577 million
and ¥2,237 million for the years ended March 31, 2005 and
2004, respectively. The depreciation expense of the leased as-
sets computed by the straight-line method over the respective
lease terms and the interest expense portion included in the
lease payments amounted to ¥2,391 million and ¥179 million,
respectively, for the year ended March 31, 2005, and ¥2,037
million and ¥125 million, respectively, for the year ended March
31, 2004.

Future minimum lease payments subsequent to March 31,
2005 for finance lease transactions accounted for as operating
leases are summarized as follows:

Year ending March 31, (Millions of yen)

2006 ¥ 2,581
2007 and thereafter 7,053
Total ¥ 9,635
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18. Derivative transaction

The Bank has entered into various derivative transactions in or-

Currency-related transactions

(Millions of yen)

o o ] ) Notional Fair Unrealized
der to manage certain risks arising from adverse fluctuations in As of Mar. 31, 2005 amount value gain (loss)
foreign currency exchange rates, interest rates and debt securi- Currency Swap ¥ 205,068 ¥ 692 ¥ 681
ty prices. Foreign exchange contract 39,592 296 296

Information regarding the derivative transactions outstanding Sell 19,711 1,524 1,524
at March 31, 2005 is as follows: Buy 19,880 (1,227) (1,227)
Currency options 28,137 (0) 26
Interest-related transactions Sell 14.068 (210) (41)
(Millions of yen) Buy 14,068 210 68

Notional Fair Unrealized
As of Mar. 31, 2005 amount value gain (loss) Total 5 ¥ 988 ¥1,003
Interest rate swaps ¥ 50,752 ¥ 278 ¥ 270
. ) ) (Millions of yen)
Receive/fixed and pay/floating 25,376 413 395

. . ) Notional Fair Unrealized

Receive/floating and pay/fixed 25,376 (135) (124) As of Mar. 31, 2004 amount value gain (l0ss)
Interest swaptions 56,420 0 220 Currency Swap ¥44,001 ¥ 134 ¥ 132
Sell 28,210 (288) 57 Foreign exchange contract 46,224 405 405
Buy 28,210 288 162 Sell 23,644 1,870 1,870
Caps 67,634 0 129 Buy 22,580 (1,465) (1,465)
Sell 33,657 (200) 212 Currency options 128 (0) (0)

Buy 33,977 200 (82) Sell O O O
Total O ¥ 278 ¥ 620 Buy 128 (0) (0)
Total 0 ¥ 539 ¥ 537

(Millions of yen)

Notional Fair Unrealized

As of Mar. 31, 2004 amount value gain (loss)
Interest rate swaps ¥ 41,010 ¥ 193 ¥ 183
Receive/fixed and pay/floating 20,505 188 166
Receive/floating and pay/fixed 20,505 4 16
Others 38,320 0 114
Sell 19,010 (250) 62
Buy 19,310 250 51
Total 0 ¥ 193 ¥ 297

Note: The derivative transactions accounted for as hedges have been
excluded from the above table.

Note: The derivative transactions accounted for as hedges have been
excluded from the above table.

The net amount of profit/loss or revaluation differences resulting
from the hedge method is booked as a deferred hedge loss in
other assets. The total amount of aforementioned deferred
hedge loss before netting was ¥6,660 milion and the total
amount of deferred hedge profits was ¥568 million.

19. Segment Information

(a) Business Segment Information

The Bank’s operation includes guarantee and credit card business in addition to banking business. As such operations are immateri-

al, separate segment information are not disclosed.

(b) Geographic Segment Information

The disclosure of geographical segment information has been omitted as operating income and total assets of the foreign operations

constituted less than 10% of the consolidated totals.
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(c) Income from International Operations

(Millions of yen)

Income from international

Consolidated operating Income from international

operations income operations /
Consolidated operating
income
Year ended March 31, 2005 ¥ 22,372 ¥ 165,639 13.5%
Year ended March 31, 2004 ¥ 21,762 ¥ 161,785 13.4%

The disclosure of income from international operations has been omitted, as income from international operations constituted less than

10% of consolidated operating income.

20. Related Party Transactions

1. For the fiscal year ended March. 31,2005
(1) Directors and principal individual shareholders

. mmon ) Equit . ) . Transaction Balan t
Attribute Name  Address Cgtocl? Title Owr?:rls)ﬁip Relationship Transactions 2;33;? Account en%aofc ;?egr
Director Hidemi O O The Bank's corporate auditor O O Loan ¥13,803 Loan ¥41,106

Ashizuka Kyushu Electric Power Co.,Inc.'s Million Million
Executive Vice-President and
Representative Director
Director Tsuguo m] O The Bank's corporate auditor O ] Loan ¥1,190 Loan ¥7,228
Nagao Nishi-nippon Railroad Co.,Ltd.'s Million Million
President and Representative Acceptances ¥423
Director and guarantees Million
Terms and conditions of the transactions are similar to those of others.
(2) Others
There are no relevant transactions with related parties to report.
2. For the fiscal year ended March. 31,2004
(1) Directors and principal individual shareholders

. ) i ) ) ) i Balance at
Attribute Name  Address Cgrtr;r&? n Title Ovsr?:rl;);lip Relationship Transactions Trzr;’]sgl(jg? " Account end of year
Director Hidemi O O The Bank's corporate auditor O O Loan ¥5,559 Loan ¥54,909

Ashizuka Kyushu Electric Power Co.,Inc.'s Million Million
Executive Vice-President and
Representative Director
Director Tsuguo 0 O The Bank's corporate auditor 0O O Loan ¥1,250 Loan ¥5,996
Nagao Nishi-nippon Railroad Co.,Ltd.'s Million Million
President and Representative Acceptances ¥464
Director and guarantees Million

Terms and conditions of the transactions are similar to those of others.

(2) Others
There are no relevant transactions with related parties to report.

21. Subsequent event

The following appropriations of retained earnings of the Bank,
which have not been reflected in the consolidated financial
statements for the year ended March 31, 2005, were approved
at a stockholders’ meeting held on June 29, 2005:

(Millions of yen)

Cash dividends (¥4.5 per share) ¥2 855
Bonuses to directors and statutory auditors 40
¥2,895

At the Board of Directors meeting held on May 11, 2005, the
Bank resolved to acquire the treasury stock under the Article
211-3-1-2 of the Commercial Law , and acquired the treasury
stock on May 12, 2005 as follows;

Common stocks
14,885,000 shares
¥9,585,940,000

O Kinds of stock
O Number of shares stock
O Total acquisition cost of stock
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FINANCIAL SECTION

Report of Independent Auditors

The Board of Directors
The Bank of Fukuoka, Ltd.

We have audited the accompanying consolidated balance sheets of The Bank of Fukuoka, Ltd. and consolidated sub-
sidiaries as of March 31, 2004 and 2005, and the related consolidated statements of income, stockholders’ equity,
and cash flows for the years then ended, all expressed in yen. 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 audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards re-
quire 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 dis-
closures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated finan-
cial position of The Bank of Fukuoka, Ltd. and consolidated subsidiaries at March 31, 2004 and 2005, and the consoli-
dated results of their operations and their cash flows for the years then ended in conformity with accounting principles
generally accepted in Japan.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March
31, 2005 are presented solely for convenience. Our audit also included the translation of yen amounts into U.S. dollar
amounts and, in our opinion, such translation has been made on the basis described in Note 3 to the consolidated fi-
nancial statements.

Additional information

As described in Note 2 to the consolidated financial statements, the Bank adopted accounting standards for impair-
ment of fixed assets in the year ended March 31, 2005.

},ﬁ”’mww A Co.

June 29, 2005
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FINANCIAL SECTION

NON-CONSOLIDATED BALANCE SHEETS

Years ended March 31, 2005 and 2004 The Bank of Fukuoka, Ltd.

2005

2004

2005

(Millions of yen)

(Millions of yen)

(Millions of U.S. dollars )

(Note 3)

Assets
Cash and due from banks ...........ccoeeviiiiiiiiiiiieee, ¥ 266,422 ¥ 207,689 $ 2,480
CallloanS .....cenii i 164,987 142,779 1,536
Receivables under securities borrowing transactions

(NOTE 4) o, O 29,394 |
Monetary receivables bought .............cccoviiiiiiiiiiiiiiis 64,780 56,755 603
Trading @SSELS ..uvvvnieiiiieeii e 3,176 1,542 29
Money held in trust .................. O 985 d
Securities (Notes 4 and 8) 1,625,004 1,350,480 15,131
Loans and bills discounted (Notes 5and 8) ............cccceunnne. 5,034,272 5,054,430 46,878
Foreign exchange assets (Nate.5).........ccccocvviveviiiiiiinennnnnns 3,930 3,465 36
Other assets (Notes 7 and 8) ........c.ovevveieviiieeiiieeiieeeiee, 47,771 65,030 444
Premises and equipment (NOte 6) ............ccovevvuieriinneninnnns 135,216 142,894 1,259
Deferred tax assets (NOte 19) .......cccceveeeeiiiiiiiiiiiiiiiieneeeenn, 10,033 33,568 93
Customers’ liabilities for acceptances and guarantees

(NOLE 14) i 73,594 82,299 685
Reserve for possible loan losses (82,977) (96,221) (772)
TOAl @SSELS .vvuneiiirii it ¥ 7,346,213 ¥ 7,075,095 $ 68,406
Liabilities and stockholders’ equity
Liabilities
Deposits (Notes 8 and 9) .......ovvevnvviiieiiiieeie e ¥ 6,577,325 ¥ 6,277,867 $61,247
(01| 4o 1= VN 4,832 2,642 44
Payables under securities lending transactions (Note 8) ...... 144,454 117,093 1,345
Trading liabilities ..........vevviierieeie e 1,262 430 11
Borrowed money(Note 10) 57,909 74,038 539
Foreign exchange liabilities ..............ccoeeeiiiiiiiiiiiiiieee 265 261 2
Bonds payable (Note 11).........ccooiviiiiiiiiiiiiiieiiieeceei, g 21,138 g
Bonds with stock subscription rights (Note 11) .................. 47,229 47,410 439
Other liabilities (NOte 12) .......ccevuviiiiieiiiiieiieeieeee e 36,666 73,237 341
Reserve for employee retirement benefits (Note 13)............. 440 695 4
Deferred tax liabilities on land revaluation (Note 6)............... 35,781 38,190 333
Acceptances and guarantees (Note 14) .........c.ccceeeveeneeennn. 73,594 82,299 685
Total abIlItIES ... .ceeeei e ¥ 6,979,761 ¥ 6,735,303 $ 64,994
Stockholders’ equity
Common sStock (NOte 15) .....uvieniiiiieiii e ¥ 58,753 ¥ 58,662 $ 547
Capital surplus (Note 15).......ccceuviiiieiiiieeiiieeeeeee e 37,008 36,917 344
Legal reserve (NOte 16) .......c.uveeeuniiiinieeiieeiiieeeieeiieeeans 46,520 46,520 433
VOIUNEATY FESEIVE ...evtiieiiiiiie et 91,438 75,480 851
Retained earnings ........ccuuviiiiiiiiiiiee e 32,344 20,913 301
Land revaluation account (Note 6) 52,374 55,900 487
Unrealized gains on securities (Note 19) ...........ccoeeveeiinnnnnn. 48,351 45,592 450
Treasury StOCK .......oovevviiiiiiin e (339) (195) 3)
Total stockholders’ equIty .........cccuvvveiiviiiiieiiine e, 366,452 339,791 3,412
Total liabilities and stockholders’ equity .............ccoevevneenn. ¥ 7,346,213 ¥ 7,075,095 $ 68,406

See accompanying notes to non-consolidated financial statements.
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FINANCIAL SECTION

NON-CONSOLIDATED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS (DEFICIT)

Years ended March 31, 2005 and 2004 The Bank of Fukuoka, Ltd.

2005 2004 2005
(Millions of yen) (Millions of yen) (MiIIionsUc:lfOLtJéSg.)dollars )

Income

Income from funds under management:.....................o....

Interest on loans and bills discounted ........................e. ¥ 93,543 ¥ 95,071 $ 871

Interest and dividends 0N SECUNtIES ........covevvevvenivneenennen. 27,957 26,606 260

Interest on call 10aNS ........coeviiiiiiiiii 144 30 1

Interest on receivables under securities

borrowing transactions ............coeceeiviiiiiiiiinei e, O 0 g

Interest on bills bought .........coooviiiiii 0 0 0

Interest on due from banks ............ccooviiiiiiiii 25 3 0

Interest on interest rate SWap ........cccceevveveieeenerinerennennn. 1,695 1,392 15

Interest on others .......coooiiviiii i 918 319 8
TIUSETEES ovinieei e 2 2 0
Fees and COMMISSIONS .....cvuvviiniiiiiiii e aee e 28,481 27,341 265
Trading iINCOME ....c.uuuiiiiiiie e 1,351 512 12
Other operating income (Note 17) .........ccoveeviiiiiiniiiiiinnnns 2,258 1,723 21
Other income (NOte 17) ....ccvuiviiniiiiiieiiiee e 4,033 6,750 37
TOtal INCOME ..uieiiiiie e 160,412 159,755 1,493
Expenses
Cost Of fUNd-raiSiNg: ...ocvvviiiieiii e

INterest oN dePOSItS  ..o.uvvvverieiei e 2,562 2,543 23

Interest on call MONEY ........cevvvviviiiiiiieiii e 64 67 0

Interest on payables under securities

lending tranSaCtioNS ... ....vvveerii e 2,546 1,898 23

Interest on bills SOId .....ovvvneiiiie e ad 0 ad

Interest on borrowed MONEY .......ccccevvviiiiieiiiieiiieeriee, 1,307 1,914 12

Interest on bonds payable ............cccociiiiiii 966 1,369 8

Interest on bonds with stock subscription rights ............... 520 521 4

Interest on interest rate SWap ........occvveiiiieiiiiiiiineiien 11,512 10,477 107

Interest on others .......ooooiiiiiiiii 118 342 1
Fees and COMMISSIONS ......cccvvuieiiiiiiiieiiiiiie e 9,237 8,996 86
Other operating expenses (Note 18) ..........ccccevevvnieeennnnne. 821 318 7
General and administrative eXpenses ............cccevevveneeennnnne. 70,271 73,195 654
Other expenses (NOte 18) ......cccuvvviiieveiieiiieeeeeeeeeeeeen 14,040 16,421 130
TOtal EXPENSES ...ivviieieiieeie e e e e e e 113,971 118,068 1,061
Income before income taxes 46,441 41,686 432
Provision for income taxes (Note 19): ........cccooevviviiiniennnnnns

CUITENT e a e eaas 126 100 1

Deferred .......oovniii e, 19,240 21,923 179
Net income (NOte 20) ......ccouuvierniiiiiieiiieeiie e 27,074 19,661 252
Retained earnings at beginning of year ....................... 20,913 8,536 $ 194
Transfer from land revaluation account ...................... 3,526 151 32
Transfer from voluntary reserve ...........cccooeveviviinnennnn. 141 90 1
Appropriations
Cash dividends ........cccoouiviiiiii e 3,171 3,171 29
Bonuses to directors and corporate auditors ..................... 40 40 0
Transfer to voluntary reServe ............cooveveiveveinevinieneineeennn. 16,099 4,314 149
Retained earnings at end of year (Note 21) ................... ¥ 32,344 ¥ 20,913 $ 301

See accompanying notes to non-consolidated financial statements.
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FINANCIAL SECTION

NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

Year ended March 31, 2005 The Bank of Fukuoka, Ltd.

1. Summary of Significant Accounting Policies

a. Basis of Presentation

The accompanying non-consolidated financial statements of The
Bank of Fukuoka, Ltd. (“the Bank”) are prepared in accordance
with accounting principles generally accepted in Japan, which are
different in certain respects as to application and disclosure re-
quirements of International Financial Reporting Standards and are
compiled from the non-consolidated financial statements prepared
by the Bank as required under the Securities and Exchange Law
of Japan.

Certain amounts in the prior year’s financial statements have
been reclassified to conform to the current year’s presentation.

As permitted by the Securities and Exchange Law, amounts of
less than one million yen have been omitted. As a result, the totals
shown in the accompanying non-consolidated financial statements
(both in yen and U.S. dollars) do not necessarily agree with the
sums of the individual amounts.

b. Accounting Policies

The accompanying non-consolidated financial statements of the
Bank have been prepared on the basis of the same accounting
policies as those discussed in Note 1 to the consolidated financial
statements. Accordingly, the accompanying non- consolidated fi-
nancial statements should be read in conjunction with Notes to
Consolidated Financial Statements.

2. Change in Accounting Policies

Accounting Standard for Impairment of Fixed Assets

As permitted by “Accounting Standard for Impairment of Fixed As-
sets” (“Opinion Concerning Establishment of Accounting Standard
for Impairment of Fixed Assets” (Business Accounting Council Re-
port, August 9, 2002)) and “Guidelines on Implementation of Ac-
counting Standard for Impairment of Fixed Assets” (Guidelines on
Implementation of Business Accounting Standard No. 6, October
31, 2003) effective the fiscal year beginning April 1, 2004, the im-
pairment accounting in accordance with the above standard and
guidelines was applied. The effect of this change on operations
was to increase net loss before income taxes by ¥3,315 million. In
the banking industry, accumulated depreciation is directly deduct-
ed in accordance with the Bank Act enforcement regulations (Min-
istry of Finance Ordinance No.10 of 1982), and, accordingly, accu-
mulated impairment losses are directly deducted from book val-
ues.

3. U.S. Dollar Amounts

Amounts in U.S. dollars are included solely for the convenience of
readers outside Japan. The rate of ¥107.39 = U.S.$1, the approxi-
mate rate of exchange on March 31, 2005, has been used in

translation. The inclusion of such amounts is not intended to imply
that Japanese yen have been or could be readily converted, realiz-
ed or settled in U.S. dollars at that rate or any other rate.

Securities at March 31, 2005 and 2004 were as follows:
(Millions of yen)

2005 2004
National government bonds ¥ 506,299 ¥ 462,148
Local government bonds 53,403 75,269
Corporate bonds 487,755 320,754
Equity securities 112,252 103,844
Other securities 465,292 388,464
Total ¥ 1,625,004 ¥ 1,350,480

See Note 4 to the consolidated financial statements for the de-
scription of securities borrowing transaction, etc. and changes in
Presentation.

5. Loans and Bills Discounted

Loans and bills discounted at March 31, 2005 and 2004 consisted
of the following:

(Millions of yen)

2005 2004
Bills discounted ¥ 80,262 ¥ 86,994
Loans on bills 474,474 574,268
Loans on deeds 3,762,476 3,637,981
Overdrafts 717,059 755,186
Total ¥ 5,034,272 ¥ 5,054,430

Loans and bills discounted at March 31, 2005 and 2004 included
the following loans:

(Millions of yen)

2005 2004
Loans to borrowers in bankruptcy ¥ 8,623 ¥ 10,785
Delinquent loans 82,393 114,846
Loans past due for three months or more 247 680
Restructured loans 76,835 73,761
Total ¥ 168,100 ¥ 200,074

See Note 5 to the consolidated financial statements for the de-
scription of these loans.

Total face value of commercial bills and bills of exchange ac-
quired through discounting amounted to ¥81,283 million and
¥87,413 million at March 31,2005 and 2004, respectively.

The unused line-of-credit balance relating to overdrafts and loan
agreements at Mach 31, 2005 and 2004 amounted to ¥1,737,655
million and ¥1,641,495 million, respectively.

See Note 5 to the consolidated financial statements for the de-
scription of the line-of-credit agreements.
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6. Premises and Equipment

Premises and equipment at March 31, 2005 and 2004 consisted
of the following:

A breakdown of deposits at March 31, 2005 and 2004 was as fol-
lows:

(Millions of yen)

(Millions of yen)

2005 2004 2005 2004

Land ¥ 109,833 ¥ 116,484 Current deposits ¥ 294,211 ¥ 284,876
Buildings 67,876 68,206 Ordinary deposits 3,265,661 2,953,289
Other 20,235 25,088 Deposits at notice 28,640 30,376
Total 197,944 209,779 Time deposits 2,451,787 2,477,910
Accumulated depreciation (62,727) (66,885) Negotiable certificates of deposit 122,577 214,775
Net book value ¥ 135,216 ¥ 142,894 Other deposits 414,446 316,639

Total ¥6,577,325 ¥6,277,867

See Note 7 to the consolidated financial statements for the de-
scription of Land revaluation account.

7. Other Assets

Other assets at March 31, 2005 and 2004 consisted of the follow-
ings:

(Millions of yen)

2005 2004
Accrued income ¥ 13,638 ¥ 14,177
Prepaid expenses 16 18
Financial derivatives 7,619 13,123
Deferred hedge losses 6,091 14,796
Other 20,404 22,915
Total ¥ 47,771 ¥ 65,030

8. Pledged Assets

Assets pledged as collateral at March 31, 2005 and 2004 consisted of
the follows:

(Millions of yen)

2005 2004

Assets pledged as collateral

Securities ¥ 446,477 ¥ 315,413

Loans and bills discounted 50,000 304,155
Liabilities corresponding to assets
pledged as collateral

Deposits ¥ 38,534 ¥ 29,849

Payables securities lending

transactions 144,454 117,093

In addition, securities totaling ¥233,052 million and ¥227,472
million were pledged as collateral for settlement of exchange
and other or as variation margin at March 31, 2005 and 2004,
respectively.

Other assets included ¥12 million of deposit for clearing
house.
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10. Borrowed money

See Note 9 to the consolidated financial statements for the de-
scription of Borrowed money.

11. Bonds payable and Bonds with stock subscription rights

See Note 10 to the consolidated financial statements for the de-
scription of these bonds.

12. Other Liabilities

Other liabilities at March 31, 2005 and 2004 consisted of the fol-
lowings:

(Millions of yen)

2005 2004

Domestic exchange settlement

account, credit ¥ 678 ¥ 27,956
Corporation tax 650 118
Accrued expenses 8,138 7,735
Unearned income 3,986 4,101
Employees’ deposits 2,340 2,465
Financial derivatives 11,117 20,387
Other 9,754 10,471
Total ¥ 36,666 ¥ 73,237

13. Retirement Benefit Plans

See Note 11 to the consolidated financial statements for the de-
scription of employee retirement benefit plans.

14. Acceptance and Guarantees

See Note 12 to the consolidated financial statements for the de-
scription of acceptance and guarantees.



15. Common Stock and Capital Surplus

Information with respect to the common stock and capital surplus
of the Bank at March 31, 2005 and 2004 is as follows:

The authorized number of shares of common stock was 1.8 billion
shares at March 31, 2005 and 2004.

(Millions of yen)

2005 2004
Common stock:
Balance at beginning of the year ¥ 58,662 ¥ 58,658
Conversion of convertible bonds 90 3
Balance at end of year ¥ 58,753 ¥ 58,662
(Shares issued and outstanding (635,166 (634,763

at end of year) Thousand shares) thousand shares)

Capital surplus:

Balance at beginning of the year ¥ 36,917 ¥ 36,913
Conversion of convertible bonds 90 3
Gain on sales of treasury stock 1 O
Balance at end of year ¥ 37,008 ¥ 36,917

16. Legal Reserve

Under the Banking Law of Japan, an amount equivalent to at least
20% of cash dividends and other cash appropriations of retained
earnings shall be appropriated to the legal reserve from the re-
tained earnings until such reserve equals 100% of stated capital.
This reserve is not available for dividends but may be used to re-
duce a deficit or may be transferred to capital.

17. Other Operating Income and Other Income

The composition of other operating income for the years ended
March 31, 2005 and 2004 was as follows:

(Millions of yen)

2005 2004
Other operating income
Gains on foreign exchange transactions ¥ 1,023 ¥ 1,654
Gains on sales of bonds 1,019 69
Gains on financial derivatives 210 |
Other 4 0
Total ¥ 2,258 ¥ 1,723

The components of other income for the years ended March 31,
2005 and 2004 were as follows:

(Millions of yen)

2005 2004
Other income:
Gains on sales of stocks
and other securities ¥ 1,707 ¥ 1,755
Gains on money held in trust 0 31
Gains on dispositions of premises
and equipment 0 0
Collection of written-off claims 2 9
Gains from transfer of the substitutional
portion of future pension obligations O 2,524
Others 2,323 2,429
Total ¥ 4,033 ¥ 6,750

18 Other Operating Expenses and Other Expenses

The composition of other operating expenses for the years ended
March 31, 2005 and 2004 was as follows:

(Millions of yen)

2005 2004
Other operating expenses:
Losses on sales of bonds ¥ 821 ¥ 214
Losses on redemption of bonds O 46
Derivative costs 0 57
Total ¥ 821 ¥ 318

The components of other expenses for the years ended March
31, 2005 and 2004 were as follows:

(Millions of yen)

2005 2004
Other expenses:
Transfer to reserve for possible
loan losses ¥ 3,554 ¥ 5,085
Losses on sales of stocks and
other securities 30 925
Losses on devaluation of stocks
and securities 691 480
Losses on money held in trust O 14
Losses on sales of loans 2,785 6,340
Losses on sales and disposal
of premises and equipment 1,895 1,011
Additional early retirement payment O 1,090
Impairment losses 3,315 ad
Others 1,768 1,473
Total ¥ 14,040 ¥ 16,421
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19. Income Taxes

Income taxes applicable to the Bank comprise corporation tax, in-
habitants’ taxes and enterprise tax which, in the aggregate, result-
ed in statutory tax rate of 40.6% for 2005 and 2004.

The significant components of the Bank’s deferred tax assets
and liabilities as of March 31, 2005 and 2004 were as follows:

(Millions of yen)

2005 2004
Deferred tax assets:
Reserve for possible loan losses ¥ 29,751 ¥ 32,147
Reserve for employee retirement
benefits 12,444 12,840
Loss carry forward for tax purposes 7,405 27,283
Devaluation of securities 2,480 2,382
Depreciation expenses 1,676 1,609
Other 3,651 2,608
Subtotal 57,409 78,871
Valuation allowance (4,839) (4,362)
Total 52,570 74,509
Deferred tax liabilities:
Unrealized gain on securities (33,033) (31,148)
Retirement benefit trust (8,945) (9,223)
Reserve for special depreciation (537) (537)
Other (20) (32)
Total (42,536) (40,940)
Net deferred tax assets ¥ 10,033 ¥ 33,568

The following pro forma amounts represent the acquisition costs,
accumulated depreciation and net book value of leased assets as
of March 31, 2005 and 2004 which would have been reflected in
the non-consolidated balance sheets if finance lease accounting
had been applied to the finance lease transactions currently ac-
counted for as operating leases:

(Millions of yen)

2005 2004
Equipment:
Acquisition costs ¥ 14,944 ¥ 12,077
Accumulated depreciation 5,935 5,178
Net book value ¥ 9,009 ¥ 6,898

Lease payments relating to finance lease transactions accounted
for as operating leases amounted to ¥2,453 million and ¥2,161
million for the year ended March 31, 2005 and 2004, respectively.
The depreciation expense of the leased assets computed by the
straight-line method over the respective lease terms and the inter-
est expense portion included in the lease payments amounted to
¥2,278 milion and ¥165 million, respectively, for the year ended
March 31, 2005, and ¥1,969 million and ¥119 million, respectively,
for the year ended March 31, 2004.

Future minimum lease payments subsequent to March 31, 2005
for finance lease transactions accounted for as operating leases
are summarized as follows:

See Note 14 to the consolidated financial statements for the de-
scription of Exteranl Based - Corporate Enterprise Taxes.

20. Net Income per Share

Net income per share for the years ended March 31, 2005 and
2004 was as follows:

(Yen)
2005 2004
Net income:
Basic ¥ 42.61 ¥ 30.93
Diluted 36.96 27.31

Basic net income per share is computed based on the weighted
average number of shares of common stock outstanding during
the year.

Diluted net income per share is computed based on the weight-
ed average number of shares of common stock outstanding each
year after giving effect to the diluted potential of common stock to
be issued upon the conversion of convertible bonds.
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Year ending March 31, (Millions of yen)

2006 ¥ 2,476
2007 and thereafter 6,775
Total ¥ 9,251

22. Subsequent Event

The following appropriation of retained earnings, which have not
been reflected in the non-consolidated financial statements for the
year ended March 31, 2005, were approved at stockholders’
meeting held on June 29, 2005:

(Millions of yen)

Cash dividends (¥4.50 per share) ¥2,855
Bonuses to directors and corporate auditors 40
Voluntary reserve 26,000

¥28,895

At the Board of Directors meeting held on May 11, 2005, the
Bank resolved to acquire the treasury stock under the Article 211-
3-1-2 of the Commercial Law , and acquired the treasury stock on
May 12, 2005
0 Kinds of stock
O Number of shares stock
O Total acquisition cost of stock

Common stocks
14,885,000 shares
¥9,585,940,000



FINANCIAL SECTION

Report of Independent Auditors

The Board of Directors
The Bank of Fukuoka, Ltd.

We have audited the accompanying non-consolidated balance sheets of The Bank of Fukuoka, Ltd. as of March 31,
2004 and 2005, and the related non-consolidated statements of income and retained earnings for the years then
ended, all expressed in yen. These financial statements are the responsibility of the Bank's management. Our respon-
sibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards re-
quire 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 dis-
closures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the non-consolidated fi-
nancial position of The Bank of Fukuoka, Ltd. at March 31, 2004 and 2005, and the results of its operations for the
years then ended in conformity with accounting principles generally accepted in Japan.

The U.S. dollar amounts in the accompanying non-consolidated financial statements with respect to the year ended
March 31, 2005 are presented solely for convenience. Our audit also included the translation of yen amounts into U.S.
dollar amounts and, in our opinion, such translation has been made on the basis described in Note 3 to the non-con-
solidated financial statements.

Additional information

As described in Note 2 to the non-consolidated financial statements, the Bank adopted accounting standards for im-
pairment of fixed assets in the year ended March 31, 2005.

)!’ﬁ/v(w e 2 Co

June 29, 2005
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HEAD OFFICE

OVERSEAS OFFICES

13-1, Tenjin 2-chome, Chuo-ku,
Fukuoka 810-8727, Japan
Phone: 092-723-2131
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TREASURY DIVISION
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Phone: 2524-2169 Fax: 2845-9250

Shanghai Representative Office
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Trade Center, 2201 Yan-an Road (West),
Shanghai, P.R.C.

Phone: 21-6219-4570 Fax: 21-6219-5614

Dalian Representative Office
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Dalian, P.R.C.
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