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The Hachijuni Bank, Ltd. is one of the leading regional banks in Japan. We are mainly
based in Nagano Prefecture, which is located in the center of Japan and is noted for the
coexistence of beautiful nature and advanced industries.

Since its establishment in 1931 in Nagano City, Hachijuni Bank has consistently main-
tained sound management policies, and is now playing a big role as one of the largest
regional bank in Japan.

Branches of Hachijuni Bank can be found in Nagano, Gunma, Saitama and Niigata prefec-
tures, as well as in Tokyo, Osaka and Nagoya metropolitan areas. We aso have overseas
branch in Hong Kong, as well as, the Singapore Representative Office, the Shanghai
Representative Office and Hachijuni Asia Limited, a subsidiary in Hong Kong.
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Kazuyuki Narusawa, Chairman Y oshiyuki Y amaura, President

essage from the Management

August 2005

We would like to express our thanks for your patronage.

Since its establishment in 1931, and in tandem with the development of the regional economy, Hachijuni Bank has grown
and well established as a main financial institution in its community. Thisisin large part due to the long-lasting support and
patronage of our customers, our shareholders, and the community, for which we are very grateful.

We have prepared our “ Annual Report 2005” to present in an easy-to-understand format our earnings results and the details
of businesses for the fiscal year which ended on March 31, 2005. We sincerely hope that you will use this report to increase
your under standing of Hachijuni Bank.

Hachijuni Bank posted a ¥39.6 billion in operating profit for the fiscal year ended March 31, 2005, helped by increased
profit on fees and commissions, reduced expenses and substantially decreased losses related to Japanese Government Bonds
and others. It also marked ¥25.5 billion in net income, due to the extraordinary gains generated by reversal entry for possible
loan losses and gains related to retirement benefit caused by its system change.

Although the economy of Nagano Prefecture—Hachijuni Bank’s primary business territory—has shown signs of picking up,
mainly in the manufacturing sector, a full-fledged recovery is yet to be achieved.

In light of this harsh environment, we want to increase the transparency of our management by disclosing information. We
also hope to become an corporate group that will positively find and support to solve problems maintaining strong earning
power and sound financial standings, based on our management philosophy of “ stick firmly to the sound banking principles,
thereby contributing to the development of the regional community” . Basides to provide financial services, to contribute to the
development of the regional economy, and to meet our social responsibilities, every one of our employees will change view
and action and will be committed to achieving the trust and meeting the expectations of our customers, shareholders, and the
community.

We kindly ask your continued support and patronage.

Sncerely yours,

/;27/744& ﬂewww“\

Kazuyuki Narusawa Y oshiyuki Y amaura
Chairman President



anagement Policies

Management Philosophy

“Stick firmly to the sound banking principles, thereby contributing to the development of the regional 0

community” 0

The Bank aims to become an institution which is able to gain customers’ trust by acting on “customer-first” policy and [
contribute to the development of the regional communities.]
|

O

Long-term Management Plan (from April 2004 to March 2007)

“Corporate group that will positively find and support to solve problems maintaining strong earning power [J

and sound financial standings”

The Bank aims to become an corporate group that will positively find and support to solve customers' problems. [
Thisimplies that the Bank aims to provide services and performance result that is expected by customers, shareholders, [
the community and its own employees by constantly fulfilling its social responsibilities such as to protect environment, [

and to comply with laws and corporate ethics.

ong-term Management Policy
“Expand business area utilizing management resources and provide customers and the regional 0
ggmmunity with high added value” O

The bank will make effort to establish a new business model capitalizing on management resources such as “Business base”, [
“Information”, “Network” and “ System development capability”, al of which are the Bank’s strong points. To be more precise, [
the Bank positions primary banking businesses of “Deposit, |oans and settlement” as core business, and further selected [

four areas to be reinforced, which are “ Sales of investment type products and services’, “Consultation services’, “Financial [
market investment” and “ System development and sales’. [

H1 order to ensure effective performance in al of these business areas, the [
Bank will implement reformsin three items including “ Business [
organizations”, “ Branch outlet concept” and “ Organization [

culture and action”.

oals to Be Achieved by Marc , 200

Sales of investment type Financial market O
products and services investment

{Core business>

Deposit, loans [}
and settlement

: : System development

A

Goalsto Be Achieved [l Result as of March [
by March 31, 2007 31, 2005
()ROE 6% 6.6%
(2) Capital adequacy ratio 11% 11.94%
(3) Core net business profit ¥[A0billion ¥[43.2billion
(4) Core net business profit asa [J
percentage of total assets (ROA) DIo Qe
(5) General administrative expenses asa (] 599% 57.7%

percentage of Gross core business profit (OHR)

1.Business organizations(]

Reforms in 5 Branch outlet conceptl

three items

3.0rganization culture and action

Management Policy for Fiscal Year 200

To strengthen the earning power, the Bank will try hard to boost loan balances as well as fees and commissions by [
strengthening business fields such as “ Consultation services” and “ Sales of investment type products and services’. Further, [
the Bank will also focus on the expansion of business operation areas and the improvement in its assets' quality by providing [
support for customers’ business revitalization and reducing nonperforming loans. [
To strengthen risk management capability, the Bank will take appropriate measures in response to new laws such as“ The [
Personal Information Protection Law” and “Financial Reform Program” and will also strengthen security measures to prevent [
fraudulent withdrawal of deposits using forged or stolen cash cards, and to protect outside-of-branch ATM facilities. The Bank 0

will aso reinforce its system with which customers can use services of the Bank well at ease by ensuring employees’ [J

accountability for diversified financial products and services and by improving the level of its operation services.

usiness Performance and Financial Standings
Financial Highlights (Consolidated)

- Thousands of [J
Millions of Yen U.S. Dollars

2005 2004 2005
For the year:
Total income ¥ 178,5290 ¥ 181,9320 $ 1,662,4430
Total expenses 132,02101 141,0460 1,229,3620
Income before income taxes and Minority interests 46,5080 40,8861 433,0800]
Net income 26,138 22,948 243,401
Net income per share ¥ 50.25 ¥ 4292 $ 0.46
At year-end:
Deposits ¥ 5,091,5900] ¥ 5,053,87001 $47,412,1460
L oans and bills discounted 3,698,562 3,701,9040 34,440,4720
Securities 1,547,12901 1,511,24901 14,406,648
Total assets 5,880,702 5,764,782 54,760,238
Shareholders’ equity 400,39101 379,591[1 3,728,387
Risk-adjusted Capital Ratio (BIS Standards) 12.18% 11.36% 0

Notes: 1. Yen figures have been rounded down to the nearest million yen.OJ
2. The United States dollar amounts represent translations of Japanese yen at the exchange rate of ¥107.39 to US$1.00 on March 31, 2005.01
3. Net income per share is based on the weighted average number of shares of common stock outstanding during each year.



Summary of Business Performance

Consolidated Business Results

Operating profit and net income marked ¥44,186 million and ¥26,138 respectively attributing primarily to an increase in non-con-
solidated earnings which were helped by a declinein losses related to Japanese Government Bonds and others and reduction of gen-
eral and administrative expenses.

Non-consolidated Business Results
Operating income decreased ¥134 million from ayear earlier to ¥126,120 million, M 2003 7 2004 2005

due to decreasesin “ Other businessincome” such as gains related to Japanese
Government Bonds and others and in “ Other operating income” such asprofiton 44

42.7

40.4 39.6
money in trust although interest income and fees and commissions increased. 343
Operating expenses declined ¥5,424 million from ayear earlier to ¥86,440 million, .,
attributing to adecrease in “ Other business expenses’ such as losses related to ooz 255
Japanese Government Bonds and others and in business expenses helped by reduc- 200 = B
tion of general and administrative expenses athough “Other operating expenses’ ) 142
including losses on sales of credit claims and losses on money in trust went up, i o8

(billions of yen)

and funding cost also increased due to rises in overseas interest rates. 100
Asaresult, the Bank posted an operating profit of ¥39,680 million, up ¥5,289 mil-

lion year-on-year, and a net income of ¥25,525 million, up ¥3,362 million year-on-
year, as net extraordinary gains stood at ¥2,387 million that was almost the same
asthose of ayear earlier.

Net business profit  Operating profit Net income

Summary of financial standings

Results of Consolidated Main Accounts

Outstanding balance of depositsincreased 37.7 billion from ayear earlier to ¥5,091.5 billion, owing to an increase in deposits
from corporations.

Outstanding balance of loans and bills discounted dropped 3.3 billion during the period to ¥3,698.5 hillion as of the end of the
current fiscal year due to weak demand for business funds although consumer loans increased.

Outstanding balance of securitiesincreased 35.8 billion to ¥1,547.1 billion making efforts to concentrate on asset management to
secure stable earnings by carefully watching the market trend.

Results of Non-consolidated Main Accounts [ 2003 [ 2004 2005

Outstanding balance of depositsincreased ¥38.4 6031 50635 (billionsof yen)

billion during the period to ¥5,101.9 billion. 5, 5101975585 45808

Outstanding balance of public bonds, such as s

Japanese Government Bonds for retail investors 4,000 3783.7-3,7539 p—

deposited with the Bank jumped ¥72.3 billion to 2000 e

¥335.8 hillion and investment trusts increased ' 26289 26046 25904
¥42.0 billion to ¥104.2 billion. 2,000 It

Outstanding balance of loans and billsdis-

counted marked ¥3,755.8 hillion, little change 1,000
from ayear earlier.

Outstanding balance of securities increased Deposits Loans and bills discounted
¥32.9 billion to ¥1,534.2 hillion. Total in Nagano Pref. Total in Nagano Pref.

Consolidated Cash Flows

Net cash provided by operating activities was ¥99.4 billion owing to an increases in net income before income taxes and others,
deposits, and negotiable certificate of deposits. Net cash used in investment activities marked ¥41.9 billion due to purchase of secu-
rities and other factors. Net cash used in financing activities was ¥4.5 billion attributing to purchase of treasury stocks and divi-
dends payment. As aresult, outstanding balance of cash and cash equivalents increased ¥52.9 hillion during the period to ¥209.6
billion.

Risk Adjusted Capital Ratio (BIS standards) I 2003 [ 2004 2005
Risk adjusted capital ratio (BIS standards) was 12.18% for con- 1218 (%)
solidated basis and 11.94% for non-consolidated basis. 12 136

Consolidated and non-consolidated capital ratio rose by 0.82% 10
and 0.74% respectively from the fiscal year ended March 31,
2004.

Basic Policies on Profit Sharing 4

The Bank puts special emphasis on the maintenance of sound
management and on the improvement of itsfinancial strength
by keeping sufficient retained earnings in view of the public Risk adjusted capital ratiol) Tier 1 risk adjusted capital ratiol
nature of banking businesses. It isthe Bank’s basic policy to (consolidated) (consolidated)

attach importance on stable dividend payment comprehensively

taking into consideration its earning results, business environ-

ment and other factors.

o




orporate Governance

» To further increase management soundness and transparency, and to achieve fair management, the Bank is aiming to make deci-
sionsin amore accurate and prompter manner, and to reinforce its business execution and monitoring functions.

» The number of members of the Board of Directors was seventeen (17) in 1998, but it has been reduced to eight (8) by June 30,
2005, by which the efficiency of the Board has been improved. To reinforce decision-making and monitoring functions of the
Board, it has expanded the ranges of matters to be resolved by and reported to the Board thereby trying to achieve fair manage-
ment.

» The Bank adopts a corporate auditor system and two (2) of the four (4) auditors are outside auditors. Each auditor strictly over-
sees the execution of duties by directors and the status of internal control practices of the Bank.

Shareholders Meeting

Appointment/Dismissal Appointment/Dismissal
Board of Directors, Directors (8) Board of CorporateAuditors, [
Management Committee CorporateAuditors (4) O
Appointment/Supervision (including 2 outside cor por ate auditor s)
Committee
Emergency Committee Representative Directors Appointment/Dismissal
Trouble Inspection Committee Directorsin charge of business, [ Business audit/Account audit
; Management of responsible [J
ALM Committee
departments Account auditing company
A .
Risk Management Department ceount aucit
Risks Internal Audit Division, 0
Credit risk Market risk Inspection Department
Liquidity risk Operation risk
Computer systemrisk || Legal risk
Other risks
Each responsible department Internal audit
Business branches/Head quarter/Affiliated companies 0 as of June 29, 20050

- The Management Committee consisting of managing directors and other directors with higher authorities prepares agendas to propose to
the Board of Directors and discuss and resolve matters with higher degree of importance among normal businesses.
- In addition, the Board of Directors appoints eleven (11) Executive Officers who assume duties of daily business execution under the

supervision of the Board of Directors and Representative Directors.

isk Management

Corporate Risk Management

» Each department such as Loan Supervision Department, Financial Market Department, Operations Administration Department
and other departments properly performs risk control responsibility and independently review its processes by internal check sys-
tem. The Risk Management Department examines diversified risks management status of each department in an integrated fash-
ion, and finds and controls the Bank’s risk exposures. Key information relating to risk management is gathered by the Risk
Management Department from each department and branch, and its information is being reflected in decision-making by execu-
tives.

» The Bank has established the ALM Committee composed mainly of executive officers to appropriately manage market, credit,
and liquidity risk exposures and to effectively ensure profit by performing an appropriate distribution of required equity capital.

» In addition, the Inspection Department, as an internal audit department independent from other business departments, examines
statuses of business operations and risk management practices of each department and branch, and points out matters to be cor-

rected to them.

Credit Risk M anagement

» Concerning asset management business, the Bank has further reinforced risk management functions for borrowers' credits using
“new self-assessment system”. In addition, the Bank performs calculation of quantified credit risk exposure and makes it reflect
on pricing and portfolio management corresponding to such risk exposures.



Risk Management Organization Chart

Board of Directors Meeting

Corporete Auditors’)

Note : Possible amounts of recoveries through disposition of collaterals pledged to thell
Bank are not included in the foregoing disclosed amounts. Therefore the disclosed™
amounts do not necessarily represent actual future |oss amounts of the Bank.

["Regarding Terminologies:

Loans to Customers in Bankruptcy

Of loans for which substantial doubt is judged to exist as to ultimate collectibility of
either principal or interest because they are past due for a certain period or for other
reasons, the loans to customers who are alleged to commence legal corporate
rearrangement procedures under Company Rehabilitation Law, Bankruptcy Law, Civil
Rehabilitation Law, Commercial Code of Japan and other related laws, and/or to cus-
tomers whose transactions with banks are suspended by the rules of clearing house.
Past Due Loans

Of loans for which substantial doubt is judged to exist as to ultimate collectibility of
either principal or interest because they are past due for a certain period or for other
reasons, the loans to customers other than customers in bankruptcy and customers on

[ Inspection Department > Management Committee “ l Board of Corporate Auditors
(Internal inspection) ‘
> Emergency Committee T 1 Trouble Inspection Commitee ALM Committee
A Managing Director in chargel] y A
of risk management T T
L3 |
[ v
,. Risk Management Department —> Risk management
= — Internal inspection
— Report
Y v
Affiliated company risk Head quarters (internal monitoring)
Yamabiko Services Co., Ltd. Legal risk0] Management/[] L Market/[] - :
s s Legdl compliance In’(ernri ggon’trolD Credit risk Liquidity risk Operation risk System risk
Managenent Co., Ltd. RelatedD] Rersonnel (] Asset Auditl] International [ International [ Computer(]
Hachijuni Lease Co., Ltd. Departments Departments Office and Consultingd] ~ and Consultingl] ~ Systems[]
Hachijuni Capital Co., Ltd. Planning andd) gngggﬂgﬁ EgD Department Department Department
Hatijun System Development” Soodnaion  Boamen | pddl o Lowg | Bt
o - ) Financia [l Department Department Department
Hachijuni Credit Guarantee Co.,[] Market[] Operations(]
Ltd. o fgznagmmt Administration]
Hach! !un! DQ Ca.rd .Co., Ltd. ol Department
Hachijuni Asia LimitedD) Department
Hachijuni Staff Service Co., Ltd. LoanC
T 3 A Supervision[]
nghuum Business Service Co.,[] Department
> Business promotion units Branches and Sub-Branches (Internal monitoring)
0 asof May 31, 200501
Loans under risk management
. Loans to customers in bankruptcy
Outstanding balancel]
Pastlfiue loans " e of specific Posarve
oans contractu ast duel
W sSoeormoe Secured balance
. Restructured loans
350 (billions of yen) (billions of yen,%)
310.7 March 31, 2004 March 31, 2005
300 740 L to Cust 0
272 in Bankrupiy 7.410.190 12.110.320
sEsaky =
3 / 2179
) - 1701 Pest Due Loans 182.914.870 140. 71 3.740
200 182.9 &\ﬁ a@ ; ﬁf’
72.0 ( 9]7 Loans Contractually Past Duel]
140.7 - 3 months or more 0.6]10.010 0.410.010
150 47.9
06 Restructured Loans 119.613.180 95.11 2.530
100 0.4
155.1 Total 310.718.270 248.516.610
50 119.6 051 1221
i Outstanding Balance of loans’]
o and bills discounted 3.753.9 3,755.8
March 31, 2004 March 31, 2005 (Loans under risk management as a percentage of outstanding balance of loans and bills discounted)

which the Bank granted concessions such as deferral of interest paymentsin order to
support for their management reconstruction.

Loans Contractually Past Due 3 months or more

Loans, either principal or interest payment of which is contractually past due for 3
months or more, excluding loans to customers in bankruptcy and past due loans.
Restructured Loans

Loans to customers on which the Bank granted concessions such as reduction of the
stated interest rate, deferral of interest payments, extension of maturity date, debt for-
giveness and other arrangements favoring customers to support for their management
reconstruction, excluding loans to customers in bankruptcy, past due loans and loans
contractually past due 3 months or more.



nternational Operations

As glqbala?ctiviti&_e hasbbeen popularfin splc_:ial ar:jd_ ecnomic affairsnow, | nternational and
international operations become more familiar and important. ;

Nagano Prefecture, which is the major business base for Hachijuni Bank, Consulti ng Depar tment
has developed as an advanced region in Japan in terms of foreign trade O Nagano Main Office
and international business operations. The history of foreign trade in the 178-8, Okada, Nagano-City 380-8682, Japan
region began with the export of silk in Meiji era (1868-1912). After World Phone: (026)224-5791 Facsimile: (026)226-5077
War I, mgjor export items from Nagano Prefecture were watches, music 0 Tokyo Office
boxes and other products from the precision machinery industry. Export 1-22. Nihonbashi Muromachi 4-chome, Chuo-ku,

shipments now account for nearly 20% of the total shipment value of man- Tokyo 103-0022, Japan
ufactured products, centering on those from the electrical and nonelectri- Phone: (03)3242-0082 Facsimile: (03)3277-0146
cal machinery industries. Telex: 123763 HATINIBK

Now about 900 customers of Hachijuni Bank also have bases in other SWIFT Address: HABK JPJT
countries, primarily in Asia.

Since the launch of its foreign exchange businessin January of 1962, Financial M ar ket Depar tment
Hachijuni Bank has expanded its international operations to meet the
growing needs of its customers who operate on the global economy. 0 Tokyo Office

Currently, we have one overseas branch — Hong Kong — two represen- 1-22, Nihonbashi Muromachi 4-chome, Chuo-ku,
tative offices— Singapore and Shanghai — and one local subsidiary in Tokyo 103-0022, Jgpan
Hong Kong. Phone: (03)3277-0082 Facsimile: (03)3246-4825

Hong Kong Branch

Sinceits opening in May 1991, the Hong Kong Branch has been improving
the financial services offered to our customers. As aresult, Hachijuni Bank now
handles the large foreign exchange volume with a Hong Kong branch.
Furthermore, the Hong Kong Branch offers awide variety of services, such as
supporting customers planning to expand business in China and other Asian
countries, providing various information, and coordinating a business associa-
tion of our customersin the city.

Hachijuni AsiaLimited (HAL), our wholly owned subsidiary in Hong Kong,
provides securities services such as underwriting and selling of foreign curren-
cy bonds and also provides lease services.

Suite 301-303, Three Exchange Square, 8 Connaught Place, Central, Hong Kong
Phone: 852-2845-4188

Facsimile: 852-2537-1757

Telex: 80709 HACHK HX

Singapor e Representative Office

Southeast Asia, together with China, has always attracted the attention of our
customers as aregion with strong growth potential. Currently, almost 200 of our
customers are actively developing new business opportunities based in ASEAN
countries.

Singapore is the distribution, financial and economic center of Southeast Asia.
Hachijuni Bank established a representative office therein 1997. The office col-
lects and analyzes information on the rapidly changing social, financial and eco-
nomic conditions in the region, and offers the latest information to local cus-
tomers. The Singapore Representative Office also cooperates with Hachijuni's
head office and branches in Japan to help customers expand their businessin
Southeast Asia.

16 Raffles Quay, #15-05 Hong Leong Building, Singapore 048581
Phone: 65-6221-1182
Facsimile: 65-6221-0556

Shanghai Representative Office

China, which is one of countries attracting the hottest attention from all over the
world, is expected to further develop as it waits for the Beijing Olympics. Over 200
of our customers establish manufacturing and sales facilities in China, and especial -
ly their inroads to the south eastern region (such as the city of Shanghai, and
Provinces of Jiangsu and Zhejiang) are remarkable. Since its opening in May 2002,
The shanghai Representative office supportsits customers in their making inroads
to China from various aspects and try to provide them with every kind of informa-
tion from the city of Shanghai, which isthe largest business city aswell as a center
of the economy and finance in China.

8/F, HSBC Tower, 101Yin Cheng East Rd, Pudong, Shanghai, P.C. 200120, China
Phone: 86-21-6841-1882
Facsimile: 86-21-6841-2118




orporate Social Responsibilities (CSR)

Compliance

» Regarding compliance matters, the Bank has established the Internal Compliance Regulation, and Compliance Manual, which are
positioned as a code of conduct to be observed by officers and employees.

» In addition, the Board of Directors resolves a compliance program for each fiscal year, and itsimplementation statusis reported
to the Board in every semi-annual fiscal year.

Environmental Conservation Activities eco ﬂcﬂ}ﬂ"}
L] L

Environmental Policy

Environmental Philosophy

o Hachijuni Bank will make efforts to reduce its environmental impact, as is the obligation of any company which engagesl]
in business that consumes natural resources.]

o Hachijuni Bank will contribute to the creation of a sustainable regional community, through its environmental conservation [
activities.[]

o Action Program

1. Hachijuni Bank will try to prevent pollution by accurately determining the impact of its activities on environment, and(]
will set, achieve, and review its environmental objectives.(]

2. Hachijuni Bank will comply with all laws, regulations, and agreements concerning the environment.

3. Hachijuni Bank will make efforts to conserve resources and energy.[]

4. By providing financial products, services, and information, Hachijuni Bank will aim to support its clients that are involved]
with environmental preservation, and that contribute to improving the local environment.[]

5. All employees of Hachijuni Bank, and their families, will take the initiative in activities for environmental conservation, [
and will enhance their awareness of environmental issues.[]

Positioning of Environmental Activities

0 Management Philosophy

“Stick firmly to the sound banking principles, O
thereby contributing to the development of the regional community” [
0

O 0Addressing environmental issues is Corporate Social Responsibilityd

O Environmental activities are to be performed as elements vital to corporate social responsibility.(]

0 Hachijuni Bank is to pursue activities which contribute to the creation of a sustainable regional community, [J
by harmonizing ecology and economies as follows.[

- Pursuing environmental activities focused on primary banking businesses (profit, information, and services).[

- Directly linking environmental |oad-reduction activities (i.e., conservation of energy and resources) to cost-reduction initiatives, [
toward reducing environmental burden.

T(_)tal_ Energ_y C_onsumption and Carbon Carbon Dioxide Emissions by Type of Energy
Dioxide Emission M Electricity City gas, etc.
Due to unprecedented hot summer, total energy con- M Oil, etc. B Gasoline, etc.
sumption and carbon dioxide emission increased 1.9 per- —
cent (or 4,762,000 megajoules) and 1.4 percent (or 149 1502 yeet enoex Mafch 3%
tons) respectively on the year-on-year basis. Fiscal year ended March 31, 2002
Fiscal year ended March 31, 2003 |
Fiscal year ended March 31, 2004 h
Fiscal year ended March 31, 2005 J.-

0 2000 4000 6000 8000 10000 12000 14,000
(tons-coy)

Results of Environment Accounting for the Fiscal Year 2004

» Environment conservation cost ... Little change from the previous fiscal year.

» Economic effect ... Income generated by environment related |oans substantially increased ¥142 million year on year. Thisis
because fund demands accompanied by customers' environment improvement projects, responses to environment regulations,
entries into environment businesses and acquisition of 1SO certification increased and the number of customers using “Eco-
merit” (low-emission car loan) almost doubled as quality of its loan improved. Income generated by both EB contracts and SO
consultation services was stable although they edged down from the previous fiscal year. The amount of cost reduction consider-
ably decreased year-on-year due to the adverse effect of severely hot weather in last summer.

» Effect of environment conservation ... Whereas carbon dioxide emission caused by total energy consumption, use of water, and
disposal of wastes for the Bank’ s business activities increased 141 tons on the year-on-year basis due to bad weather and other
factors, customers decreased their carbon dioxide emission substantially by 14,121 tons attributing to contribution made by the
Bank’s core businesses. As aresult, a deduction of 14,300 tons in carbon dioxide emission was achieved in total comparing with
the previous fiscal year.



» Intotal ... It has been 6 years since the Bank received 1SO14001cretification. Environment burden has been trending downward
helped by the effect of energy and resource saving efforts made within the Bank on one hand, and contribution made through the
Bank’s core businesses to customers’ environment improvement has expanded on the other. These efforts resulted in the reduc-
tion of carbon dioxide emission and the increase in income. The Bank will continue to focus on such environment activitiesin
the yearsto come.

Environment conservation cost Economic effect by environment conservation activities
(millions of yen) (millions of yen)
Classification FY2003 | FY 2004 Item FY2003 | FY2004
Within business area [] 29 13 Income 158 288
(resources recycling cost)
o ] o Income from environment related
Administrative activity cost 66 63 loans 59 201
Personal expenses 51 50 Income from EB contracts 84 76
Disclosure of environment 11 8 Income from 1SO14001consultation 15 11
information and advertisement
Maintenance control of environment 3 4 Cost saved (*2) 139 %
management system
Total 297 323
Monitoring of environment burden 1 1
*1 Donation to Nagano Environment Conservation Associationsl]
. . *2 The amount of reduction in utilities expenses, supplies [J
Social activity cost (*1) 16 16 expenses and expenses for disposing of wastes helped by [
energy and resources savings efforts (Stated by ssimple O
Total 91914 112 comparison with the previous fiscal year)

Effect of environment conservation (Reduction of carbon dioxide emission)

(Ton-COz2)
Classification FY 2003 FY 2004
CO2 emission reduced by Bank’sinternal efforts (by simple comparison from ayear earlier) 735 A 141
CO2 emission reduced by customers through contribution of the Bank’s core businesses 5,573 14,121
COzemission reduced by “ Environment Activities by the Household” (estimate) 240 320
Tota 6,548 14,300

ISO14001 Certification

» The Bank received 1SO14001 certification for its head office in March 1999, the first of all regional banks in Japan to do so. It
expanded of this certification to all domestic branches in March 2002. It expanded additionally to one Group company in 2004,
and atotal of 178 offices (151 branches, 7 regiona centers, 15 headquarters, and 5 Group companies) and alittle over 5000
employees areinvolved in this effort.

Contribution to the Region and Society

» Hachijuni Bank has established a“Hachijuni Volunteer Club”, and assigned aliaison for volunteer activities at each department
and branch. Hachijuni Bank provides support to the volunteer activities by encouraging its employees to participate in social-
action programs at least once ayear.

» Hachijuni Bank has also introduced a“ Special Holiday System to Encourage Volunteer Activities’, to support its employees
participation in programs for the promotion of social welfare, disaster aid, sports, and other causes.

» The Bank established “Nagano Economic Research Institute” in March 1984 as a think-tank to contribute to the advancement
and development of the regional community in response to its highly sophisticated needs.

» The Bank also established “Hachijuni Culture Foundation” in 1985 to contribute to the development of the regional community
in the areas of its arts and culture.

Adoption of SRI Related Fund

» Due to Hachijuni Bank’s steady corporate activities, it has been registered as an investment target for social-responsibility invest-
ment funds, and its equity shares have been selected by a social-responsibility investment index (FTSE4Good I ndex).

» Hachijuni Bank’s stock was selected as a component issue of the Dow-Jones Sustainability World Index in September 2004 for
the fifth consecutive year as the only Japanese bank to be selected.
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Companies Supporting
the Bank’s operations

Hachijuni Business Service Co., Ltd.O
Hachijuni Staff Service Co., Ltd.

o
B
o
&
g
E3
El
Ef

August 19810 Collection and delivery of materials and cash, printing(J

®Sepember 1986 @ Placement of temporary working staff

(Companies oper ating banking-related business|

Hachijuni Lease Co., Ltd.[]

The Hachijuni Bank, Ltd.—{ | Hachijuni DC card Co., Ltd.0

Yamabiko Services Co., Ltd.

®June 19740 ®easingl]

® August 198201 @ Credit card business[]

Hachijuni Credit Guarantee Co., Ltd.O ®December 1983[] ® Guarantee to cunsumer loan(]

Hachijuni System Development Co., Ltd.[0 ® December 19831 ® Development of computer systemsL]
Hachijuni Capital Co., Ltd.OJ
Hachijuni Investment Management Co., Ltd.[] @May 19860 @ Investment advisory services(]

® September 1984® Venture capital for high-tech companies(]

® August 2000 @ Credit collection and manegement

(Over seas Subsidiary (Hong Kong) |

Major Stockholders

Hachijuni Asia Limited

®Juanuary 1989 @ Deposit, loan, trading, underwriting of bonds, leasing

Number O Number O
Name of sharesJ % Name of sharesl] %
in thousands in thousands
The Bank of Tokyo-Mitsubishi, Ltd. [J 25,5640  4.76% Shin-Etsu Chemical Co., Ltd. [J 11,8300  2.20%L]
Japan Trustee Services Bank, Ltd. (Trust Account)(] 22,7690  4.24%[] TheTokio Marine and Fire Insurance Co., Ltd.[] 11,0980  2.06%[]
Meiji Yasuda Life Insurance CompanyJ 16,4170  3.06%0 Showa Shoji Co., Ltd.[J 9,56100  1.78%[]
The Master Trust Bank of Japan, Ltd. (Trust Account)(] 14,7490  2.75%0 The Dai-ichi Mutua Life Insurance Company[] 8,6180  1.60%[]
Nippon Life Insurance Company 13,114 2.44%  Nissay Dowa Genera Insurance Co., Ltd. 8,241 1.53%

[0 as of March 31, 20050]
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Independent Auditors’ Report

=
De I o I tte o Deloitte Touche Tohmatsu

MS Shibaura Building
4-13-23, Shibaura
Minato-ku, Tokyo 108-8530
Japan

Tel: +81(3)3457 7321
Fax: +81(3)3457 1694
www.deloitte.com/jp

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
The Hachijuni Bank, Ltd.:

We have audited the accompanying consolidated balance sheets of The Hachijuni Bank, Ltd.

(the "Bank") and consolidated subsidiaries as of March 31, 2005 and 2004, and the related
consolidated statements of income, shareholders' equity, and cash flows for the years then ended,
all expressed in Japanese yen. These consolidated financial statements are the responsibility of
the Bank's management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those 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 audits provide a reasonable basis for our opinion.

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

Our audits also comprehended the translation of Japanese yen amounts into U.S. dollar amounts
and, in our opinion, such translation has been made in conformity with the basis stated in

Note 1. Such U.S. dollar amounts are presented solely for the convenience of readers outside
Japan.

June 29, 2005

Member of
Deloitte Touche Tohmatsu



Financial Section

Consolidated Balance Sheets
Mar ch 31, 2005 and 2004

ASSETS:
Cash and due from banks (Note 3) O
Call loans and bills bought[
Receivables under resale agreement
Commercial paper and other debt purchased
Trading assets (Note 4) O
Money held in trust (Note 5)(J
Securities (Notes 6 and 12)0J
Loans and bills discounted (Notes 7, 12 and 25)0
Foreign exchanges (Note 8) [
Other assets (Note 9)0J
Premises and equipment—net (Note 10) O
Deferred tax assets (Note 22)[]

Customers' liabilities for acceptances and guarantees (Note 11) [

Allowance for credit losses(]
Allowance for investment losses

TOTAL

LIABILITIESAND SHAREHOLDERS EQUITY

Millions of Yen

Thousands of U.S. Dollars]

LIABILITIES:
Deposits (Notes 12 and 13)[
Negotiable certificates of deposits[]
Call money and hills sold O
Payables under repurchase agreement [J
Margin money for bond lending transactionsl]
Trading liabilities (Note 4)0J
Borrowed money (Note 14)0
Foreign exchanges (Note 8)0J
Other liabilities (Notes 12 and 15)0
Liability for employee retirement benefits (Note 16) ]
Deferred tax liabilities (Note 22)[]
Acceptances and guarantees (Note 11)

Total liabilities
MINORITY INTERESTS

SHAREHOLDERS EQUITY (Notes 17 and 27):
Common stock—authorized, [
1,962,153 thousand shares; issued, [J

536,303 thousand shares in 2005 and [

546,303 thousand shares in 20040
Capital surplus’]
Retained earningsl]
Unrealized gain on available-for-sale securities’]
Foreign currency translation adjustmentsl]
Treasury stock—18,205 thousand shares in 2005 and(]
26,173 thousand sharesin 2004

Total shareholders’ equity
TOTAL

See notes to consolidated financial statements.

(Note 1)

2005 2004 2005
¥ 31725100 ¥ 24320000 $ 2,954,20200
34,008 47,4400 317,51600
57900 55900 5,400
45,8940 37,6320 427,3620
20,7920 10,5920 193,61401
24,4660 31,2720 227,825[0
1,547,129(0 1,511,249 14,406,648[1
3,698,562[1 3,701,904[0 34,440,472(1
22,6260 20,5710 210,695
71,188[1] 93,2020 662,899
120,106 119,395 1,118,411T
3,043 3,184 28,3390
76,637(1 78,6290 713,638(1
(101,311)0 (133,853)1 (943,393)1
(36410 (19911 (3,395
E E: 0

¥ 5.880,702 ¥ 5764,782 $ 54,760,238
¥ 5,091,5900 ¥ 5,053,8700 $ 47,412,1460)
95,1910 54,8770 886,408[]
21,5800 21,5030 200,9500]
5790 5590 5,4000]
27,2270 21,2150 253,5360]
14,8170 6,3300) 137,9760
35,5390 38,7830 330,9330
1,0320 1,1420 9,6170
72,2200 76,4660 672,5100
14,0370 15,8750 130,7120
18,9830) 7,40000 176,7720
76,6370 78,6290 713,63801
G E: f
5,469,4370] 5,376,656 50,930,6040]
G E; 5|

10,8720 8,535 101,246

G

m m o
52,2430 52,243 486,4801
28,540(1] 28,509(11 265,763(1
236,309 218,982 2,200,481[1
94,0150 94,6960 875,459(1
(443N (380)T1 (4,126)1
m m o
(10,2740 (14,4600 (95,6710
E: E: 0
400,39100 379,59101 3,728,3870
E: E: g

¥ 5,880,702 ¥ 5764,782 $ 54,760,238




Consolidated Statements of Income
Y ears Ended March 31, 2005 and 2004

INCOME:

Interest income: [
Interest on loans and discounts [J
Interest and dividends on securities(]
Other interest income O

Fees and commissions(]

Trading incomel]

Other operating income (Note 18)[J

Other income (Note 19)[J

0

Total income

EXPENSES:
Interest expense:J
Interest on deposits [
Interest on borrowings and rediscounts(]
Other interest expenses]
Fees and commissions(]
Other operating expenses (Note 20)[J
General and administrative expensesl]
Provision for credit losses]
Other expenses (Note 21)0
O
Total expenses

INCOME BEFORE INCOME TAXESAND MINORITY INTERESTS

INCOME TAXES (Note 22):0]
Current[]
Deferredl
0
Total income taxes

MINORITY INTERESTSIN NET INCOME

NET INCOME

PER SHARE OF COMMON STOCK (Notes 2.q and 26):[1
Basic net incomel]
Diluted net income[J
Cash dividends applicable to the year

See notes to consolidated financial statements.

Millions of Yen

Thousands of U.S. Dollars]

(Note 1)

2005 2004 2005
71,8810 72,8520 $  669,3530
24,8160 23,6480 231,0870

2,5950] 1,8260 24,1650
21,4390 19,2640 199,64401

5720 3520 5,3350
46,3530 49,6730 431,6320]
10,8700 14,3140 101,2230

B E £]
178,529 181,932 1,662,443

3,7630 3,0180J 35,0430

1,26000 1,15900 11,7380

5,7850 5,1050] 53,8740

4,5200] 4,0360 42,0951
42,1450 51,3920 392,45000
63,6400 67,5940 592,60701

63601 3,1410 5,9240]

10,2690 5,5970 95,6280

B B |
132,021 141,046 1,229,362
46,508 40,886 433,080

6,0570] 7,4160 56,4100
12,0910 9,0080J 112,59601

i O f]
18,149 16,424 169,007
2,219 1,512 20,671
26,138 22,948 $ 243401
Yen U.S. Dallars
50.250 42.921 $ 0.4600
49,730 O 0.460]
6.50 6.00 0.06



Consolidated Statements of Shareholders’ Equity

Years Ended March 31, 2005 and 2004

BALANCE, APRIL 1, 2003

Net incomel]

Cash dividends, ¥5.00 per share [J

Bonuses to directors and corporate auditorsC]

Net increase in unrealized gain on available-for-sale securities[]
Net decrease in foreign currency trandation adjustments [
Repurchase of treasury stock—net (20,004 thousand shares)

BALANCE, MARCH 31, 2004

Net incomelJ

Cash dividends, ¥6.00 per share [

Bonuses to directors and corporate auditorsC]

Net loss from retirement of treasury stockd

Net profit from disposal of treasury stock (274 thousand shares)[]
Net decrease in unrealized gain on available-for-sale securities [1
Net decrease in foreign currency translation adjustments O
Repurchase of treasury stock—net (2,307 thousand shares)

BALANCE, MARCH 31, 2005

BALANCE, MARCH 31, 2004

Net incomel]

Cash dividends, $0.05per sharel]

Bonuses to directors and corporate auditorsC]

Net loss from retirement of treasury stock O

Net profit from disposal of treasury stock (274 thousand shares) ]
Net decrease in unrealized gain on available-for-sale securitiesl
Net decrease in foreign currency translation adjustmentsC]
Repurchase of treasury stock—net (2,307 thousand shares)

BALANCE, MARCH 31, 2005

See notes to consolidated financial statements.

Thousands Millions of Yen
| ssued] 0 0 0 Unrealizedd ForeignC O
Number of O O 0 O Gainond Currencyl) o
Shares of [J Common [ Capital (] Retained 0  Available-for-sale ] TrandationJ Treasury O
Common Stock StockO Surplus Earnings Securities Adjustments Stock
546,303 ¥ 52,2430 ¥ 28,5090 ¥ 198,765 ¥ 53,6840 ¥ (100 ¥ (37590
il 0 0 m il uil ul
il 0 0 22,9481 m m m
m O O (2,696)1 m m m
il 0 0 (34)0 m m m
[ O | [l 41,0110 il il
il 0 0 il m (27900 m
0 m| | il il il (10,7001
=il = g il i I il
546,303 52,2430 28,5090 218,982(0J 94,696(1 (3800 (14,4600
il 0 0 m il m m
[ ] | 26,138[1] il il i
m 0 0 (3,113)11 i m m
i | ] (470 il il it
(10,0001 0 0 (5,651 il m 5,651(11
O | 300 O m m 15410
0 0 0 0 (6800 uil m
O | | O O (63) it
0 0 0 0 0 uil (1,620
H = = = £ aIE; il
536,303 ¥ 52,243 ¥ 28,540 ¥ 236,309 ¥ 94,015 ¥ (443 ¥ (10,274)
Thousands of U.S. Dollars (Note 1)
O 0 0 Unrealized[ ForeignC o
0 0 0 Gainonl Currencyd O
Common O Capital O] Retained 0 Available-for-sdle ] TranslationJ Treasury O
Stock Surplus Earnings Securities Adjustments Stock
$ 486,4800) $ 2654750 $ 2,039,133 $ 881,798[0 $ (3539  $ (134,650)1
0 0 i m m m
0 0 243,401 m m m
] | (28,9901 m il il
0 0 (437)0 m m m
0 O (52,625) m [ 52,6251
0 2870 0 m m 1,440
] | O (6,338]J il il
0 0 0 0 (587)0 m
0 0 0 0 m (15,086)1
= 8 = £ IR il
$ 486,480 $ 265763 $ 2,200,481 $ 875,45900 $ (4,126) $ (95,671)
o




Consolidated Statements of Cash Flows
Y ears Ended March 31, 2005 and 2004

OPERATING ACTIVITIES:
Income before income taxes and minority interests]
Depreciation and amortization[]
Decrease in allowance for credit losses[]
Interest income (accrua basis)
Interest expenses (accrual basis)[]
Interest income (cash basis)C
Interest expenses (cash basis)[]
Income taxes paidl]
Net decrease in loans and hills discounted
Net decrease in borrowed money [
Net increase (decrease) in depositsl]
Net decrease (increase) in call loans and bills bought(J
Net increase (decrease) in call money and bills sold(]

Net increase in due from banks, excluding due from the Bank of Japan(]

Others—net
O

Net cash provided by (used in) operating activities

INVESTINGACTIVITIES:.O
Purchases of investment securities’)
Proceeds from sales of investment securities]
Proceeds from maturities of investment securities]
Increase in money held in trust)
Decrease in money held in trustC]
Purchases of premises and equipment]
Proceeds from sales of premises and equipment(]
O
Net cash used in investing activities[]
O
FINANCING ACTIVITIES:T
Repurchases of treasury stock[]
Proceeds from sales of treasury stock[
Dividends paidJ
Dividends paid to minority interestsl]
O
Net cash used in financing activities[
O
FOREIGN CURRENCY TRANSLATION ADJUSTMENTS O
ON CASH AND CASH EQUIVALENTS
O

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTSO

O

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR (Note 3) [J

O
CASH AND CASH EQUIVALENTS, END OF YEAR (Note 3)

See notes to consolidated financial statements.

Millions of Yen Thousands of U.S. Dollars]

(Note1)

2005 2004 2005
¥ 46,508 ¥ 40,8860 $ 433,080
31,456(10 35,5470 292,913
(32,542)0 (16,269)0 (303,026)0
(99,293)M (98,327)0 (924,606}
10,809(10 9,283 100,656(1
102,022 93,3430 950,021
(10,6271 (11,524)0 (98,964)T
(5,678)11 (11,274)0 (52,879)0
3,329 28,826(10 31,0000
(3,244)11 (5,333)1 (30,212)0
37,7940 (30,464) 351,938(1
5,060(11 (26,047)0 47,1250
9611 (13,147)0 901
(21,071)M (25,680)0 (196,211)0
34,843 26,704(10 324,460(10
EE [ il
99,464 0 (3,476)1 926,198 [
g [ 0
O 0 0
(351,050} (631,717)0 (3,268,926)T
161,033 383,749(T] 1,499,525(1
170,239(0 188,643(0 1,585,243
(7,713)0 (8,044 (71,827)1
16,134(0 21,1480 150,238[T
(33,269)1 (28,225)T (309,797)0
2,721 5,173 25,340(1)
B H il
(41,904)00 (69,272)0 (390,204)0
O o 0
O 0 0
(1,620)11 (10,705)0 (15,086)0
185 40 1,728
(3,113 (2,696)T (28,990)0
(260 (1591 (246)
B HE ]
(4,574)00 (13,412)0 (42,595)0

O a

A i H
(40 (26)0 (40)0
H H H
52,9811 (86,187) 493,358
[ il i
156,676L1 242,864(T] 1,458,947
B 1 ]

¥ 209,658 O ¥ 156,676 0 $ 1,952,305




Notes to Consolidated Financial Statements
Y ears Ended March 31, 2005 and 2004

1. BASIS OF PRESENTING CONSOLIDATED FINANCIAL
STATEMENTS

The accompanying consolidated financial statements of The Hachijuni
Bank, Ltd. (the “Bank”) and consolidated subsidiaries have been pre-
pared in accordance with the provisions set forth in the Japanese
Securities and Exchange Law, its related accounting regulations and
the Enforcement Regulation for the Banking Law, and in conformity
with accounting principles generally accepted in Japan, which are dif-
ferent in certain respects as to application and disclosure requirements
of International Financia Reporting Standards.

In preparing these consolidated financial statements, certain reclassifi-
cations and rearrangements have been made to the consolidated finan-
cial statements issued domestically in order to present them in aform
which is more familiar to readers outside Japan. In addition, certain
reclassifications and rearrangements have been made in the 2004
financial statements to conform to the classifications and presentations
used in 2005.

In conformity with the Japanese Commercia Code (the “Code’) and
other relevant regulations, all Japanese yen figures in the consolidated
financial statements have been rounded down to the nearest million
yen. Accordingly, thetotal of each account may not be equal to the
combined total of the individual items.

The consolidated financial statements are stated in Japanese yen, the
currency of the country in which the Bank is incorporated and oper-
ates. The trandations of Japanese yen amountsinto U.S. dollar
amounts are included solely for the convenience of readers outside
Japan and have been made at the rate of ¥107.39 to $1, the rate of
exchange at March 31, 2005. Such translations should not be con-
strued as representations that the Japanese yen amounts could be con-
verted into U.S. dollars at that or any other rate.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies applied in the accompanying consoli-

dated financial statements are summarized below:

a. Consolidation—The consolidated financial statementsinclude the
accounts of the Bank and its significant subsidiaries (ten in 2005
and 2004) (together, the “Group”).

Under the control or influence concept, those companiesin which
the Bank, directly or indirectly, is able to exercise control over
operations are fully consolidated.

Investment in the unconsolidated subsidiary is stated at cost. If the
equity method of accounting had been applied to the investment in
the company, the effect on the accompanying consolidated finan-
cial statements would not be material.

The excess of cost of an acquisition over the fair value of the net
assets of the acquired subsidiary at the date of acquisitionis
charged to income when incurred.

All significant intercompany balances and transactions have been
eliminated in consolidation. All material unrealized profit included
in assets resulting from transactions within the Group is eliminated.

b. Cash Equivalents—For the purpose of reporting of cash flows,
“Cash and cash equivalents’ consists of “Cash” and “Due from the
Bank of Japan.”

c. Trading Assetsand Liabilities—Transactions for trading purpos-
es (for purposes of seeking to capture gains arising from short-term
changes in interest rates, currency exchange rates or market prices
of securities and other market-related indices or from gaps among
markets) areincluded in “ Trading assets” and “ Trading liabilities”
on atrade date basis. Changesin the fair value of trading positions
are recognized currently in “ Trading income” or “ Trading losses,”
as appropriate.

Trading securities and monetary claims purchased for trading pur-
poses are stated at fair value at the balance sheet date. Trading-
related financial derivatives such as swaps, futures or options are
stated at amounts that would be received or paid for settlement if
such transactions were terminated at the balance sheet date.

d. Securities—All applicable securities are classified and accounted
for, depending on management’ s intent, as follows: (a) held-to-
maturity debt securities, which are expected to be held to maturity
with the positive intent and ability to hold to maturity, are stated at
amortized cost computed by straight-line method, and (b) securities
not classified as held-to-maturity debt securities, other than trading
securities, are classified as available-for-sale securities.

Marketable available-for-sale securities are stated at fair value with
unrealized gains and losses, net of applicable taxes, reported in a
separate component of shareholders’ equity. Available-for-sale
securities for which afair valueis not readily determined are stated
at cost computed by the moving-average method.

Individual debt and equity securities are written down to fair value
with the resulting losses charged to operations when adeclinein
estimated fair value below the cost of such securities is other than
temporary.

e. Securitiesin Money Held in Trust—Securitiesincluded in
“Money held in trust” are stated at fair value.

f. Premises and Equipment—Net—Premises and equipment are

stated at cost less accumulated depreciation. Depreciation for
buildings and equipment of the Bank is computed under the declin-
ing-balance method at rates based on the estimated useful lives,
which are principally from 2 to 50 years for buildings and from 2
to 20 years for equipment.

Depreciation for buildings and equipment held by consolidated
subsidiariesis computed as follows:

Leased assets:  Straight-line method over the lease period
Others: Mainly by declining-balance method

g. Software—Software developed or obtained for interna useis
depreciated using the straight-line method over its estimated useful
life (mostly 5 years).

h. Allowancefor Credit L osses—Allowance for credit lossesis
determined based on a credit assessment by management at each



balance sheet date. A key element relating to policies and disci-
pline used in determining the allowance for credit losses is the
credit classification and the related borrower categorization
process. The categorization is based on conditions that may affect
the ability of borrowersto service their debt, taking into considera-
tion current financial information, historical payment experience,
credit documentation, public information, analyses of relevant
industry segments and current trends. In determining the appropri-
atelevel of the allowance, the Group evaluates the probable loss by
category of loan based on its type and characteristics.

The Bank implements a credit assessment for its asset quality. The
quality of al loansis assessed by branches and the credit supervi-
sory division with a subsequent audit by the asset review and the
credit inspection division in accordance with the Bank’s policies
and discipline for the credit assessment of asset quality.

Under the policies and discipline, all loans are classified into five
categories such as “normal,” “caution, including substandard”
“possible bankrupt,” “virtual bankrupt” and “legal bankrupt.”

Allowance for credit losses is calculated based on the past loss
ratio for normal and caution categories, and the fair value of the
collateral for collateral-dependent loans and other factors of sol-
vency including value of future cash flows for other credit assess-
ment categories.

The Bank applied the “ discounted cash flow method” (hereinafter
referred to as the “DCF method”) in calculating the loan loss
reserve amounts for most of the claims against obligors categorized
as possible bankrupt or substandard. Under the DCF method, the
loan loss alowance is determined as the difference between (a) rel-
evant estimated cash flows discounted by the original contractual
interest rate and (b) the book value of the claim. In caseswhereitis
difficult to reasonably estimate future cash flow, the Bank sets
aside as an allowance the product of the estimated loss ratios on the
claims and either (a) the balance of the claims, in the case of claims
against substandard borrowers, or (b) the unsecured, unguaranteed
portion of the claims, in the case of claims against possible bank-
rupt borrowers.

The consolidated subsidiaries provide the “ Allowance for credit
losses” at the amount deemed necessary to cover such losses, prin-
cipally based on past experience and management’ s assessment of
the loan portfalio.

i. Allowance for Investment L osses—The allowance for possible

investment losses is provided at an amount deemed necessary
based on the estimate of possible future losses.

j. Liability for Employee Retirement Benefits—The Bank and

domestic consolidated subsidiaries have a contributory funded pen-
sion plan and non-contributory unfunded retirement benefit plans
together, covering substantially all of their employees.

. Leases—Under Japanese accounting standards for |eases, finance
|eases where the ownership of the property is deemed to transfer to
the lessee are capitalized, while other finance |eases can be
accounted for as operating leases if the required as if “capitalized”
information is disclosed in the notes to the consolidated financial
statements. All leases entered into by the Bank and its domestic
subsidiaries have been accounted for as operating leases.

Income Taxes—The provision for income taxes is computed based
on the pretax income included in the consolidated statements of
income. The asset and liability approach is used to recognize
deferred tax assets and liabilities for the expected future tax conse-
quences of temporary differences between the carrying amounts
and the tax bases of assets and liahilities. Deferred taxes are mea-
sured by applying currently enacted tax laws to the temporary dif-
ferences.

.Appropriations of Retained Earnings—A ppropriations of

retained earnings are reflected in the financial statements for the
following year upon shareholders’ approval.

. Foreign Currency Transactions—Assets and liabilities denomi-

nated in foreign currencies held domestically and the accounts of
the Bank’ s overseas branch are translated into Japanese yen gener-
ally at the exchange rates prevailing on the balance sheet date.

Currency swap and foreign exchange swap transactions are
accounted for using deferral hedge accounting by fully applying
Industry Audit Committee Report No.25 issued by the Japanese
Institute of Certified Public Accountants (the “JICPA”). Under the
deferral hedge accounting, hedged items are identified by grouping
the foreign currency-denominated financial assets and liabilities by
currencies and designating derivative transactions such as currency
swap transactions and forward exchange contracts as hedging
instruments. Hedge effectiveness is reviewed by comparing the
total foreign currency position of the hedged items and hedging
instruments by currency.

. Foreign Currency Financial Statements—The balance sheet,

revenue and expense accounts of the consolidated overseas sub-
sidiary are trandated into Japanese yen at the current exchange
rates as of the balance sheet date except for shareholders’ equity,
which istranslated at the historical exchange rate.

. Derivatives and Hedging Activities—Derivatives are stated at fair

value. Derivatives transactions that meet the hedge accounting cri-
teriaare primarily accounted for under adeferral method whereby
unrealized gains and losses are assets or liabilities until the profits
and losses on the hedged items are realized.

The hedging derivativesinstruments must be highly effectivein
achieving offsetting changesin fair values or variable cash flows
from the hedged items attributable to the risk being hedged.

The Bank adopted portfolio hedging in accordance with Industry
Audit Committee Report No.24 issued by the JJCPA. Under portfo-
lio hedging, a portfolio of hedged items such as deposits or loans
with common maturities is matched with a group of hedging instru-
ments such asinterest rate swaps, which offset the effect of fair
value fluctuations of the hedged items by identified maturities, and
are designated as a hedge of the portfolio. The effectiveness of the
portfolio hedge is accessed by each group.

Deferred hedge loss and deferred hedge gains previously recorded
on the balance sheet as aresult of macro hedge accounting are
being amortized as expenses or income over 2 years from April 1,
2003.

With respect to derivative transactions between consolidated sub-
sidiaries or internal transactions between trading accounts and



other accounts, the Bank manages interest rate swap and currency
swap transactions designated as hedging instruments in conformity
with the strict hedging criteria for external mirror transactions stip-
ulated in the Industry Audit Committee Report No. 24 and No. 25.
Therefore the Bank accounts for the gains and losses on these swap
transactionsin its earnings or deferred as assets or liabilities with-
out elimination.

Theinterest rate swaps which qualify for hedge accounting and
meet specific matching criteria are not remeasured at market value
but the differential paid or received under the swap agreements are
recognized and included in interest expenses or income.

. Per Share Information—Basic net income per share is computed
by dividing net income available to common shareholders, by the
weighted-average number of common shares outstanding for the
period, retroactively adjusted for stock splits.

Diluted net income per share reflects the potential dilution that
could occur if securities were exercised or converted into common
stock. Diluted net income per share of common stock assumes full
conversion of the outstanding convertible notes and bonds at the
beginning of the year (or at the time of issuance) with an applicable
adjustment for related interest expense, net of tax, and full exercise
of outstanding warrants.

Cash dividends per share presented in the accompanying consoli-

dated statements of income are dividends applicable to the respec-
tive yearsincluding dividends to be paid after the end of the fiscal
year.

. New Accounting Pronouncements—In August 2002, the
Business Accounting Council issued a Statement of Opinion,
“Accounting for Impairment of Fixed Assets,” and in October 2003
the Accounting Standards Board of Japan (“ASB”) issued ASB
Guidance No.6, “Guidance for Accounting Standard for
Impairment of Fixed Assets.” These new pronouncements are
effective for fiscal years beginning on or after April 1, 2005 with
early adoption permitted for fiscal years ending on or after March
31, 2004.

The new accounting standard requires an entity to review itslong-
lived assets for impairment whenever events or changes in circum-
stances indicate that the carrying amount of an asset or asset group
may not be recoverable. An impairment loss would be recognized
if the carrying amount of an asset group exceeds the sum of the
undiscounted future cash flows expected to result from the contin-
ued use and eventual disposition of the asset or asset group. The
impairment loss would be measured as the amount by which the
carrying amount of the asset exceeds its recoverable amount, which
is the higher of the discounted cash flows from the continued use
and eventual disposition of the asset or the net selling price at dis-
position.

The Group expects to adopt these pronouncements as of April 1,
2005 and is currently in the process of assessing the effect of adop-
tion of these pronouncements.

Management believes the adoption of these pronouncements will
not have amaterial impact on the financial position or results of
operation of the Group.

3. CASH AND DUE FROM BANKS

“Cash and due from banks” on the consolidated balance sheets as of
March 31, 2005 and 2004, consisted of the following:

- Thousands of C

Millions of Yen U.S. Dollars

2005 2004 2005
Cash and cash equivalentsd] ¥ 209,65801 ¥ 156,676(1 $ 1,952,305C
Due from banks, O ] O L
excluding amounts due 0 O O L
from the Bank of Japan(] 107,5930 86,5231 1,001,896L
O o o [

Cash and due from banks ¥ 317,251 ¥ 243,200 $2,954,202

4. TRADING ASSETS AND LIABILITIES

Trading assets and liahilities as of March 31, 2005 and 2004, consisted
of the following:

- Thousands of C

Millions of Yen U.S. Dollars

2005 2004 2005
Trading assets:[] ] O L
Trading securitiesd ¥ 27350 ¥ 41650 $ 25,474C
Financial derivativesC 15,0560 6,42701  [140,205C
Other trading assetsl] 2,9990J O 27,934C
0 & E; L
Total Ol ¥ 20,7920 ¥ 10,5920 $193,614C
D [ i_l L
Trading liabilitiesO O O L

—Financial derivatives ¥ 14,817 ¥ 6,330 $ 137,976

5. MONEY HELD IN TRUST

Carrying amount and aggregate fair value of money held in trust
which are listed on stock exchanges or over-the-counter markets as of
March 31, 2005 and 2004, were as follows:

Fair Value
. Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005
Money held in trust] | m] L
—Trading ¥ 24,466 ¥ 31,272  $ 227,825

6. SECURITIES
Securities as of March 31, 2005 and 2004, consisted of the following:

- Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005

Securities:
National governmentbonds ¥ 621,374 ¥ 622,585 $ 5,786,148

Local government bonds 128,533 147,791 1,196,881
Corporate bonds 220,181 201,304 2,050,300
Equity securities 241,848 242,871 2,252,057
Other securities 335,192 296,697 3,121,260

Total ¥ 1,547,129 ¥ 1,511,249 $ 14,406,648




The carrying amounts and aggregate fair value of the securities as of
March 31, 2005 and 2004, were as follows:

Millions of Yen
Unrealized Unredized  Fair
March 31, 2005 Cost Gains Losses Value
Securities classified as:
Available-for-sale:
Equity securities

¥ 94,992 ¥141,622 ¥ 1,129 ¥235,485

Debt securities 920,895 14,889 105 935,679
Other securities 314,727 5,980 1,172 319,535
Held-to-maturity 9,039 136 45 9,130
March 31, 2004
Securities classified as:
Available-for-sale:
Equity securities 05,121 141,855 437 236,540
Debt securities 911,575 13,443 1,083 923,934
Other securities 279,991 7,841 630 287,203
Held-to-maturity 19,091 450 16 19,524

Thousands of U.S. Dollars

Unrealized Unredized  Fair
March 31, 2005 Cost Gains L osses Value

Securities classified as:
Available-for-sale:
Equity securities

$ 884,555 $1,318,769 $ 10,521 $2,192,803
Debt securities 8575241 138,650 983 8,712,908
Other securities 2,930,698 55,689 10,916 2,975,471
Held-to-maturity 84,174 1,270 425 85,019

Significant available-for-sale securities and held-to-maturity securities
whose fair value is not readily determinable as of March 31, 2005 and
2004, were as follows:

Carrying Amount

- Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005
Available-for-sale:
Equity securities ¥ 6,363 ¥ 6,330 $ 59,254
Debt securities 17,682 14,563 164,652
Held-to-maturity 13,722 23,386 127,777

Proceeds from sales of available-for-sale securities for the years ended
March 31, 2005 and 2004 were ¥157,717 million ($1,468,639 thou-
sand) and ¥382,982 million, respectively. Gross realized gains and
losses on these sales, computed on the moving average cost basis,
were ¥1,911 million ($17,799 thousand) and ¥1,040 million ($9,692
thousand), respectively, for the year ended March 31, 2005 and ¥4,112
million and ¥8,777 million, respectively, for the year ended March 31,
2004.

The carrying values of debt securities by contractual maturities for
securities classified as available-for-sale and held-to-maturities at
March 31, 2005, were as follows:

Millions of Yen

Duein Due from Due from Due after

1YearorLess 1to5Years 5to10Years 10Years
Bonds ¥ 148,359 ¥ 509,806 ¥ 218,964 ¥ 92,957
Others 32,485 189,027 12,530 1,109
Total ¥ 180,845 ¥ 698,833 ¥ 231,495 ¥ 94,067

Thousands of U.S. Dollars

Duein Due from Due from Due after

lYearorLess 1to5Years 5to10Years 10Years
Bonds $ 1,381,506 $ 4,747,245 $ 2,038,970 $ 865,608
Others 302,499 1,760,192 116,683 10,330
Total $ 1,684,005 $ 6,507,438 $ 2,155,653 $ 875,938

7. LOANS AND BILLS DISCOUNTED
Loans and bills discounted as of March 31, 2005 and 2004, consisted
of the following:

- Thousands of C
Millions of Yen U.S Dollars
2005 2004 2005
Bills discountedd ¥ 5823601 ¥ 6567200% 542,287C

Loans on billsO [478,7130  [540,9050 [4,457,706LC

Loans on deeds[] 2,460,5170  2,368,6890 22,911,977C
Overdraft(] 701,0950 726,6370  6,528,501C
O E; E; L
Total ¥3,698562 ¥3,701,904 $ 34,440,472

Of total loans, loans to customers in bankruptcy which represent
nonaccrua loans and were included in loans and bills discounted,
amounted to ¥12,230 million ($113,886 thousand) and ¥7,695 million
as of March 31, 2005 and 2004, respectively; past due loans which
represent nonaccrua loans other than loans to customersin bankrupt-
cy amounted to ¥141,467 million ($1,317,328 thousand) and ¥187,602
million as of March 31, 2005 and 2004, respectively.

Of total loans, accruing loans contractually past due three months or
more amounted to ¥623 million ($5,808 thousand) and ¥790 million as
of March 31, 2005 and 2004, respectively. Loans classified as nonac-
crual loans were excluded.

Of total loans, restructured loans amounted to ¥95,583 million
($890,064 thousand) and ¥122,483 million as of March 31, 2005 and
2004, respectively. Restructured loans, designed to assist in the recov-
ery of the financial health of debtors, were loans on which the Bank
granted concessions (e.g., reduction of the stated interest rate, deferral
of interest payment, extension of maturity date, reduction of the face
amount). Loans classified as nonaccrual loans or accruing loans con-
tractually past due three months or more were excluded.



8. FOREIGN EXCHANGES

Foreign exchanges as of March 31, 2005 and 2004, consisted of the
following:

i Thousands of [
Millions of Yen U.S. Dollars
2005 2004 2005
Assets:[] O g O
Due from foreign hanks ¥ 3,9260 ¥ 65290 $ 36,5640
Foreign exchange bills boughtC 14,3860 11,8290 133,9660
Foreign exchange hills receivablel] 4,3130 2,2120 40,1640
0 B E 0
Total ¥ 22,626 ¥20571  $210,695
Liabilities:O O O O
Overdraft from foreign banks O ¥ 20 % 20
Foreign exchange hills soldD ¥ 4590 8850 14,2810
Foreign exchange bills payable® 5720 2550 5,3330
O E E O
Total ¥ 1,032 ¥ 1,142 $ 9617

9. OTHER ASSETS
Other assets as of March 31, 2005 and 2004, consisted of the follow-
ing:

- Thousands of
Millions of Yen U.S Dollars
2005 2004 2005
Prepaid expenses’] ¥ 11,2010 ¥ 10,8620 $ 104,3030
Accrued incomel] (10,2230 [10,2460 [95,2020J
Otherd 49,7630 72,0940 463,3920]
O 3 i O
Total ¥ 71,188 ¥ 93202 $ 662,899

10. PREMISES AND EQUIPMENT

Premises and equipment as of March 31, 2005 and 2004, net of accu-
mulated depreciation of ¥194,049 million ($1,806,957 thousand) and
¥196,152 million, respectively, consisted of the following:

- Thousands of ]

Millions of Yen U.S. Dollars

2005 2004 2005
LandO ¥ 16,9750 ¥ 17,1380 $ 158,0720
Depreciable assets[] 101,1460  [100,0230 (941,857
Construction in progress’] 770 4030 7250
OtherJ 1,9060 1,82901 17,7550
O E E O

Total ¥ 120,106 ¥ 119,395 $1,118,411

Asof March 31, 2005 and 2004, deferred gains for tax purposes of
¥8,686 million ($80,886 thousand) and ¥8,691 million, respectively,
on premises and equipment sold and replaced with similar assets have
been deducted from the cost of newly acquired premises and equip-
ment.

11. ACCEPTANCES AND GUARANTEES

Acceptances and guarantees include all contingent liabilities associat-
ed with the issuance of letters of credit, acceptances of bills and
issuances of guarantees, etc. The contra account included on the
assets side of the consolidated balance sheets represents the Bank’s
potentia claim against applicants.

12. ASSETS PLEDGED

Assets pledged as collateral as of March 31, 2005 and 2004, were as
follows:

- Thousands of (]
Millions of Yen U.S. Dollars
2005 2004 2005
Assets pledged:0 O g O
Securities] ¥ 239,60700 ¥ 246,3640% 2,231,19100
Loans and hills discounted( 22,0460 O 205,28901
O 3 &} O
TotalO ¥ 261,65300 ¥ 246,3640% 2,436,48001
0 &, & |
Related liabilities.0 m] ] O
DepositsT ¥ 75,1000 ¥ 352570% 699,32400
Other liabilities 27,22700 21,2150 253,5360
0 (&) G O
Tota ¥ 102,327 ¥ 56473 $ 952,860

In addition to the above, securities of ¥105,350 million ($981,011
thousand) and ¥105,883 million as of March 31, 2005 and 2004,
respectively, were pledged as collateral for settlement of exchange and
derivative transactions or as substitutes for futures transaction margins.

13. DEPOSITS
Deposits as of March 31, 2005 and 2004, consisted of the following:

- Thousands of (]

Millions of Yen U.S. Dollars

2005 2004 2005
Current deposits’] ¥ 209,6100¥ 196,6330$% 1,951,86501
Ordinary depositsC 2,135,6390 [2,081,7870 19,886,764
Savings deposits[] 93,6220] 97,2970 871,7970
Deposits at notice] 20,1200 21,1870 187,35901
Time deposits] 2,391,182[1 2,474,07200 22,266,343[]
Other depositsT] 241,41400 182,89200 2,248,0160
O E E O

Total ¥ 5,091,590 ¥ 5,053,870 $47,412,146

14. BORROWED MONEY

Borrowed money as of March 31, 2005 and 2004, consisted of the fol-
lowing:

S Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005
Borrowings from banks and other ¥ 35,539 ¥ 38,783  $ 330,933

Future lease payments to be received as collateral for borrowed money
were ¥23,137 million ($215,451 thousand) and ¥26,579 million as of
March 31, 2005 and 2004, respectively.



15. OTHER LIABILITIES

Other liabilities as of March 31, 2005 and 2004, consisted of the fol-
lowing:

- Thousands of ]

Millions of Yen U.S. Dollars

2005 2004 2005
Accrued income taxes ¥ 36070 ¥ 32280 $ 33,5900
Accrued expenses(] [6,4850] [6,48301 80,3900
Unearned incomel] 3,7410 3,9450 34,8430
Otherd 58,3860 62,80901 543,686
] [&i i ]

Total ¥ 72,220 ¥ 76466 $ 672,510

16. EMPLOYEE RETIREMENT BENEFITS

The Bank and domestic consolidated subsidiaries have a contributory
funded pension plan and non-contributory unfunded retirement benefit
plans.

Employees whose service with the Bank or domestic consolidated
subsidiaries is terminated are, under most circumstances, entitled to
retirement and pension benefits determined by reference to basic rates
of pay at the time of termination, length of service and conditions
under which the termination occurs. If the termination isinvoluntary,
caused by retirement at the mandatory retirement age or caused by
death, the employee is entitled to alarger payment than in the case of
voluntary termination.

Theliabilities for employee retirement benefits at March 31, 2005 and
2004, consisted of the following:

- Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005
Projected benefit obligation ¥ (52,627) ¥ (61,359) $ (490,062)
Fair value of plan assets 51,113 49,655 475,962
Projected benefit obligation in
excess of plan assets (1,514) (11,703) (14,099)
Unrecognized plan assets (8,251) (76,834)
Unrecognized net actuarial 1oss 6,792 6,587 63,251
Net liability recognized (2,972 (5,116) (27,682)
Prepaid pension cost (11,064) (10,759) (103,029
Liahility for employee
retirement benefits ¥ (14,037) ¥ (15875 $ (130,712

The components of net periodic benefit costs for the years ended
March 31, 2005 and 2004, were as follows:

- Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005
Service cost ¥ 1,682 ¥ 2,392 $ 15,667
Interest cost 1,292 1,740 12,035
Expected return on plan assets (704) (689) (6,562)
Recognition of prior service cost (1,896) (17,663)
Amortization of net actuarial loss 1,024 2,631 9,543
Other cost 298 380 2,775
Gain on exemption from the
future pension obligation of the
governmental program (3,049)
Net periodic benefit costs ¥ 1,696 ¥ 3,404 $ 15,797

Assumptions used for the years ended March 31, 2005 and 2004, were
asfollows:

2005 2004
Discount rate 2.0% 2.5%
Expected rate of return on plan assets 1.0%2.0% 1.0%-2.0%
Amortization period of actuarial gain/loss 10 years 10 years

Prior service cost is charged to income as incurred.

The contributory funded pension plan, established under the Japanese
Welfare Pension Insurance Law, covers a substitutiona portion of the
governmental pension program managed by the Bank on behalf of the
government and a corporate portion established at the discretion of the
Bank. In accordance with the Defined Benefit Pension Plan Law
enacted in April 2002, the Bank applied for an exemption from obliga-
tion to pay benefits for future employee services related to the substi-
tutional portion which would result in the transfer of the pension
obligations and related assets to the government upon approval. The
Bank obtained approval for exemption from the future obligation by
the Ministry of Health, Labour and Welfare on August 1, 2003 and
recognized a gain on exemption from the future pension obligation of
the governmental program in the amount of ¥3,049 million for the
year ended March 31, 2004. The substitutional portion of the plan
assets which were transferred to the government in the subsequent
year was measured to be approximately ¥19,012 million as of March
31, 2004.

17. SHAREHOLDERS’ EQUITY
Japanese companies are subject to the Code.

The Code requires that all common stock are recorded with no par
value and at least 50% of the issue price of new sharesis required to
be recorded as common stock and the remaining net proceeds as addi-
tional paid-in capital, which isincluded in capital surplus. The Code
permits Japanese companies, upon approval of the Board of Directors,
to issue shares to existing shareholders without consideration as a
stock split. Such issuance of shares generally does not giveriseto
changes within the shareholders’ account.

The Banking Law of Japan provides that an amount at |east equal to
20% of the aggregate amount of cash dividends and certain other
appropriations of retained earnings associated with cash outlays
applicable to each period shall be appropriated as alegal reserve (a
component of retained earnings) until such reserve and additional
paid-in capital and legal reserve equals 100% of common stock. The
amount of total additional paid-in capital and legal reserve that
exceeds 100% of the common stock may be available for dividends by
resolution of the shareholders. In addition, the Code permits the trans-
fer of aportion of additional paid-in capital and legal reserve to the
common stock by resolution of the Board of Directors.

The Code alows Japanese companies to repurchase treasury stock and
dispose of such treasury stock by resolution of the Board of Directors.
The repurchased amount of treasury stock cannot exceed the amount
available for future dividend plus amount of common stock, additional
paid-in capital or legal reserve to be reduced in the case where such
reduction was resolved at the general shareholders meeting.

In addition to the provision that requires an appropriation for alegal
reserve in connection with the cash payment, the Code imposes certain
limitations on the amount of retained earnings available for dividends.
The amount of retained earnings available for dividends under the
Code was ¥172,250 million ($1,603,974 thousand) as of March 31,
2005, based on the amount recorded in the parent company’ s general
books of account.



Dividends are approved by the shareholders at a meeting held subse-
quent to the fiscal year to which the dividends are applicable.
Semiannual interim dividends may also be paid upon resolution of the
Board of Directors, subject to certain limitations imposed by the Code.

On June 28, 2001, the Bank’s shareholders authorized a stock option
plan for the Bank’s directors and key employees.

The stock option plan provides options for an aggregate maximum
amount of 160 thousand shares for 9 directors and 5,422 thousand
shares for 1,655 key employees of the Bank. The exercise period of
the stock optionsis from July 1, 2003 to March 31, 2006. The exer-
cise price of the stock option is ¥675 per share, which is subject to
adjustments for stock issuance below fair value and stock splits. The
Bank repurchased 5,555 thousand shares of the Bank’s common stock
for ¥3,444 million during the year ended March 31, 2002 for the pur-
pose of this stock option plan.

18. OTHER OPERATING INCOME
Other operating income for the years ended March 31, 2005 and 2004
consisted of the following:

- Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005

Gains on foreign exchange
transactions ¥ 1,214 ¥ 1277 $ 11,306
Gains on sales of bonds 505 1,904 4,707
Other 44,633 46,490 415,619
Total ¥ 46,353 ¥ 49,673 $ 431,632

19. OTHER INCOME
Other income for the years ended March 31, 2005 and 2004, consisted
of the following:

. Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005
Gains on sales of equity
securities ¥ 1501 ¥ 2207 $ 13985
Gains on money held in trust 2,786 4,736 25,950
Gain on exemption from the
future pension obligation of
the governmental program 3,049
Other 6,581 4,320 61,286
Totd ¥ 10,870 ¥ 14314  $ 101,223

20. OTHER OPERATING EXPENSES
Other operating expenses for the years ended March 31, 2005 and
2004, consisted of the following:

- Thousands of

Millions of Yen U.S. Dollars

2005 2004 2005

Loss on sales of bonds ¥ 875 ¥ 8168 $ 8152
Loss on redemption of bonds 38 212 361
Other 41,230 43,011 383,936
Total ¥ 42,145 ¥ 51392 $ 392450

21. OTHER EXPENSES
Other expenses for the years ended March 31, 2005 and 2004, consist-
ed of the following:

- Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005
Write-off of loans ¥ 239 ¥ 609 $ 2233
Losses on sales of equity
securities 133 572 1,242
Valuation loss on equity
securities 561 324 5,224
Loss on money held in trust 1,172 607 10,916
Losson sales of red estate 677 874 6,307
Other 7,485 2,608 69,703
Total ¥ 10,269 ¥ 5597 $ 95628

22. INCOME TAXES

The Bank and domestic consolidated subsidiaries are subject to
Japanese national and local income taxes, which, in the aggregate,
resulted in anormal effective statutory tax rate of approximately
40.3% for the years ended March 31, 2005 and 2004.

The tax effects of significant temporary differences which resulted in
net deferred tax assets and liabilities as of March 31, 2005 and 2004,
were as follows:

- Thousands of
Millions of Yen U.S. Dollars
2005 2004 2005
Deferred tax assets:
Allowance for credit losses ¥ 37,727 ¥ 49529 $ 351,314
Liability for employee
retirement benefits 13,434 14,036 125,101
Unrealized losses on
avallable-for-sale securities 963 864 8,973
Valuation loss on equity
securities 1,128 1,126 10,508
Premises and equipment 3,812 3,717 35,499
Tax loss carryforwards 334 278 3,115
Others 2,603 2,453 24,246
Less valuation allowance (2,039) (2,222) (18,995)
Total 57,965 69,784 539,764
Deferred tax liabilities:
Unrealized gainson
available-for-sale securities 65,281 65,550 607,892
Gain on contribution of
securities to employee
retirement benefit trust 7,746 7,746 72,135
Others 877 703 8,168
Total 73,905 74,001 688,196
Net deferred tax liabilities ¥(15,940) ¥ (4,216) $(148,432)

The difference between the normal effective statutory tax rate and the
actual effective tax rate reflected in the accompanying consolidated
statements of income for the years ended March 31, 2005 and 2004, is
immaterial.



23. LEASES
L essor

A consolidated subsidiary leases equipment and other assets to various
customers.

L ease receipts under finance leases for the years ended March 31,
2005 and 2004, were ¥34,219 million ($318,648 thousand) and
¥34,406 million, respectively.

The information of leasing property such as acquisition cost, accumu-
lated depreciation, receivable under finance leases and depreciation
expense of finance leases that do not transfer ownership of the leased
property to the lessee for the years ended March 31, 2005 and 2004,
was as follows:

- Thousands of 0
Millions of Yen U.S Dollars
2005 2004 2005
Acquisition cost[] ¥ 166,53200 ¥ 165,6230 $1,550,72700
Accumulated depreciation(] 82,2900 81,1810 766,2780
0 B E 0
Net book value ¥ 84241 ¥ 84441 $ 784,449

Receivables under finance |eases:

- Thousands of J

Millions of Yen U.S Dollars

2005 2004 2005
Due within one year[] ¥ 27,0840 ¥ 27,3360 $ 252,206
Due after one year(] 60,3210 60,7350 561,7060
0 B E 0

Total ¥ 87,406 ¥ 88,072 $ 813912

Depreciation expenses under finance |leases:

S Thousands of (]

Millions of Yen U.S Dollars

2005 2004 2005

Depreciation expenses ¥ 29,771 ¥ 29661 $ 277,226

The minimum rental commitments under noncancel able operating
leases as of March 31, 2005 and 2004, were as follows:

e Thousands of [J
Millions of Yen U.S Dollars
2005 2004 2005
Due within one year(J ¥ 1,1900 ¥ 15320 $ 11,0870
Due after one year(] 1,2040 1,5030 11,2140
O B E 0
Total ¥ 2,394 ¥ 3,036 $ 22,301

24. DERIVATIVES

Derivatives which the Bank and certain consolidated subsidiaries use
are asfollows:

Interest rate-related transactions: Interest rate future, forward rate
agreement, interest rate swap,
interest rate option

Currency-related transactions:  Currency swap, currency future,
currency option

Stock-related transactions: Stock index future, stock index

future option

Bond future, bond future option,
over-the-counter bond option

Credit derivative

Bond-related transactions:

Others:

The Bank and certain subsidiaries use derivatives primarily to hedge
risks for customers, to maximize the profit of its own trading account
and to manage the potential risksin its own portfolio as a part of asset
ligbility management.

Derivatives are subject to market risk and credit risk. Market risk isthe
exposure created by potential fluctuations in market conditions, includ-
ing interest rates, foreign exchange rates or prices of bonds. Credit risk
isthe possibility that aloss may result from a counterparty’s failure to
perform according to the terms and conditions of the contract.

The amount of credit risk on derivatives calculated by the current expo-
sure method prescribed by the Bank for International Settlementsis
¥18,316 million ($170,562 thousand) as of March 31, 2005.

The Bank comprehensively controls risks of derivatives of the Bank
and consolidated subsidiaries in accordance with its Risk Management
Regulations and Market Risk Management Regulations. The amounts
of positions, market values and market risks are reported periodically
to the responsible executive officers and to the ALM (asset and liabili-
ties management) Committee, where evaluation and analysis of deriva-
tives are made.

Risk control of derivativesis the responsibility of the middle section
(Risk Management Section) independent from the front section (section
to execute transactions in the market). The Risk Management
Department is aso in charge of controlling market risksin order to
make the risk control system work effectively.

The Bank regularly improves the system to avoid excessive market
risks. In order to properly control market risks of derivatives for “risk
hedge,” the Bank analyzes the related assets and liabilities, to verify the
effectiveness of the executed risk hedges. The evaluation of effective-
ness of the hedge for hedge accounting is made at the end of March,
June, September and December. Derivatives for “trading activities’
are strictly controlled in accordance with rules of loss-cut and limit
amount which are regulated in the authorized investment control crite-
ria, and by checking daily whether such criteria are complied with.

The market risk is measured using the basis point value method and the
vaue at risk method.

The Bank makesit arule that derivative transactions are limited to
transactions traded on the market exchange and over-the-counter trans-
actions with highly rated financial institutions. In order to reduce risks,
atransaction limit is established for each institution and is reviewed
from time to time depending upon changes in circumstances and the
credit risk amount of derivativesis measured monthly.



It should be noted that the nominal contract value or notional principal
amount is used in determining the value of receipts or payments of
interest and as an indicator representative of the volume of transac-
tions, but those values do not necessarily reflect such things as market
risk or credit risk.

The Bank had the following derivatives contracts outstanding at March
31, 2005:

Millions of Yen
Fairl  Unrealized

Contract orJ

Notiond Amount ~~ Value  Gain/Loss
Interest Rate-related TransactionsZ] O O O
= 0
Over-the-counter—Interest rate swap:[] | O O
Receipt fixed—paymentsfloatingd ¥ 56340 ¥ 76 ¥ 76
Receipt floating—payments fixed[ 5,634 0 (330 (330
0 0 O
Currency-related Transactions[ 0 O O
H O O O
Over-the-counter—Currency swapll 74,494 00 196 196
Over-the-counter—Currency future:[J 0 O O
Buying( 26,3840 (1,263)0 (1,163)0
Sellingd 2855301 1,224 1,224
Over-the-counter—Currency option:[] O O O
Sellingd 24,448 0 (1,028)0 267

Buying 24,448 1,028 52

Thousands of U.S. Dollars

Contrect or] Faird  Unrealizedd

Notiond Amount ~ Value ~ Gain/Loss
Interest Rate-related Transactions(] 0
= 0 O
Over-the-counter—Interest rate swap:[] O O ()
Receipt fixed—paymentsfloatingll $ 52,4670 $ 7080 $ 708
Receipt floating—paymentsfixedd 52,467 [ (3130 (313)0
g 0 O
Currency-related Transactions[ d O O
= 0 O O
Over-the-counter—Currency swap] 693,685 0 1,834 1,834

Over-the-counter—Currency future:[J 0 O O

Buying[l 245,685 0 (10,838)0 (10,838)0
Sellingd 265,800 0 11,399 11,399
Over-the-counter—Currency option:[] 0 ] O
Sellingd 2276620 (9,578)0 2,493
Buying 227,662 9,578 489

The Bank had the following derivatives contracts outstanding at March
31, 2004:

Millions of Yen
Faird UnrealizedO

Contrect orCJ

Notiond Amount — Value  Gain/Loss
Interest Rate-related Transactions[ O O O
= 0
Over-the-counter—I nterest rate swap:[J O O O
Receipt fixed—paymentsfloatingld] ¥ 3,300 O ¥ 22 ¥ 22
Receipt floating—payments fixed[ 3,300 0 10 10
0 0 0 O
Currency-related Transactions[ | O O
=i O O O
Over-the-counter—Currency swapl] 36,398 [ 71 71
Over-the-counter—Currency future:0 O O O
Buying( 474270 2,635 2,635
Sellingd 42,3900 (1,871)0 (1,871)0
Over-the-counter—Currency option:[J O O O
Sellingd 13,459 O @970 49

Buying 13,459 [0 197 (12)

o

Derivatives which qualify for hedge accounting for the years ended
March 31, 2005 and 2004 and such amounts which are assigned to the
associated assets and liabilities and are recorded on the balance sheets
as of March 31, 2005 and 2004, are excluded from disclosure of mar-
ket value information.

The contract or notional amounts of derivatives which are shown in
the above table do not represent the amounts exchanged by the parties
and do not measure the Bank’ s exposure to credit or market risk.

25. LOAN COMMITMENTS

The Bank and consolidated subsidiaries issue commitments to extend
credit and establishes credit lines for overdrafts to meet the financing
needs of its customers. Unfunded amounts relating to these contracts
totaled ¥1,342,493 million ($12,501,104 thousand) and ¥1,251,980
million as of March 31, 2005 and 2004, respectively.

Since alarge maority of these commitments expire without being
drawn down upon, the unfunded amounts do not necessarily represent
future cash requirements. Many of such agreements include conditions
granting the Bank the right to reject the drawdown or to reduce the
amount on the basis of changesin the financial circumstances of the
borrower or other reasonable grounds.

In addition, the Bank obtains collateral when necessary to reduce cred-
it risk related to these commitments.

26. NET INCOME PER SHARE
Basic net income per share (“EPS’) for the years ended March 31,
2005 and 2004, is as follows:

Millionsd] Thousands[] 0 uU.S.0
of Yen  of Shares Yen _ Dollars
Net O Weighted-average i~
Ve ErdedMach 3 2050 o SN o E EPS z
Basic EPS—Net income [ 0 O O O
available to common O 0 O O O
shareholdersC] ¥ 26,0930 519,18500 ¥ 50.2500 $ 0.460J
0 ] E; K, |
Effect of dilutive securities—0 | 0 d O
Stock optionC 0 5,4810 0O O
0 (] O m] m]
Diluted EPS—Net income [ 0 0 O 0O
available to common 0 0 O O
shareholders [ ¥ 26,0930 524,66701 ¥ 49.730 $ 0.46
0 K, K, K,
Year Ended March 31, 20040 ] ] m]
= ] ] m]
Basic EPS—Net income [ 0 O O
available to common 0 O O
shareholders ¥ 22901 533565 ¥ 42.92

Diluted EPSis not disclosed because the Bank has no shares that have
dilution effect for the year ended March 31, 2004.

27. SUBSEQUENT EVENT

The following appropriations of retained earnings at March 31, 2005,
were approved at the Bank’ s shareholders meeting held on June 29,
2005:

Millions of 0 Thousands of [
Yen U.S. Dallars

Cash dividends, ¥4.00 ($0.03) per sharel] ¥ 20730 $ 19,3050
Bonuses to directors and corporate auditors 45 421




28. SEGMENT INFORMATION

The Bank and consolidated subsidiaries operate in banking, leasing
and othersindustries. Main businesses in each industry segment are
asfollows:

Banking—»banking and credit card business
Leasing —leasing business
Others —venture capital and investment management business

Information about industry segments of the Bank and consolidated
subsidiaries for the years ended March 31, 2005 and 2004, was as fol-
lows:

Ordinary income and expenses represent total income and expenses
less certain specia income and expenses included in other income
and expenses in the consolidated statements of income.

The domestic shares of both ordinary income and total assets exceed
90% of ordinary income and total assets, respectively. Thus, segment
information by geographic areais omitted.

The share of ordinary income from overseas operations is under 10%

of ordinary income. Thus, ordinary income from overseas operations
isomitted.

Industry Segments
a. Ordinary Income

Millions of Yen

2005
a 0 0  Elimnaiond D 0O

Banking Leasng Others  Corporate  Consolidated
Ordinary income:J 0 0 0 0 0
Outside customers] ¥130,0930 ¥44,7950 ¥ 6410 0¥ 175,5300
Intersegment(] 6130 6900 750 ¥ (1,379)0 O
| E B B o 0
Totad 130,7060 45,4850 7170 (1,379)0 175,5300
0 0 0 0 0
Ordinary expensest] 89,3150 42,7990 6030 (1,374)0 131,3430
| E E L e 0
Ordinary income ¥ 41391 ¥ 2686 ¥ 114 ¥ (5 ¥ 44,18

Thousands of U.S. Dollars
2005
a O 0 Eliminations/d 0

Banking Leasing  Others  Corporate  Consolidated

Ordinary income:J 0 0 0 1] 0
Outside customerst $12114110 $ 4171300 § 59750 03 1,634,5160
Intersegment 571200 6,428 7030 $ (128440 0
| 0 0 0 o 0
Total0 12171230 42355800 66790  (12844)0 16345160

| 0 0 0 0 0
Ordinary expenses’] 831,6040 3985390 56170 (12,799)0 1,223,050
D il M M m D

Ordinary income $ 349 $ 2509 $ 1061 $ (49 § 411461

b. Assets, Depreciation and Capital Expenditures

Millions of Yen

2005
0 0 0 Eliminations/0 0
Banking Leasing Others  Corporate  Consolidated
Assets] ¥ 58254710 ¥ 1068530 ¥ 69160 ¥ (58,540)0¥ 5,880,7020
Depreciation] 47950 26,6570 oo 0  B14s60
Capital expenditures 5,645 28,753 1 34,400
Thousands of U.S. Dollars
2005
] ] 0  Eliminationgd 0
Banking Leasing  Others  Corporate  Consolidated
Assets] $5424594200  $995,0020 $ 64,4090 $ (545,116)% 54,760,23801
DepreciationC] 44650 2482300 260 0 2929130
Capital expenditures 52573 267,745 17 320,336
a. Ordinary Income
Millions of Yen
2004
a g 0  EimngiondD 0O
Banking Leasing Others  Corporate  Consolidated
Ordinary income:[ ] o0 0 0 0
Outside customers] ¥ 129,95601 ¥46,0550 ¥ 1,779 0¥ 177,7910
Intersegment(] 8510 8500 810 ¥ (1,783)0 O
0] L E E e |
Totald 1308070 46,9060 1,860 (1,783)0 177,7910
0 O 0 0 0 0
Ordinary expenses] 95,7980 450300 1,025 (1,6820 140,1720
D gl g m D D

Ordinary income ¥ 35009 ¥ 1875 ¥ 840¥ (100) ¥ 37,619

b. Assets, Depreciation and Capital Expenditures

Millions of Yen

2004
0 0 0  Eimnaiond D 0O
Banking Leasing Others  Corporate  Consolidated
Assetsl] ¥ 57054670 ¥ 1055800 ¥ 209440 ¥ (67,219)0¥ 5,764,7820
Depreciation(] 49330 30,6060 70 0 35470
Capital expenditures 2,301 30,304 0 32,605
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