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Independent Auditor’s Report

The Board of Directors
The Shikoku Bank, Ltd.

Opinion

We have audited the accompanying consolidated financial statements of The Shikoku Bank, Ltd.
(the Bank) and its consolidated subsidiaries (the Group), which comprise the consolidated
balance sheet as at March 31, 2023, and the consolidated statements of income, comprehensive

income, changes in net assets, and cash flows for the year then ended, and notes to the
consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2023, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with accounting principles generally accepted in Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the ethical requirements that are relevant to our audit of the
consolidated financial statements in Japan, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current period.

These matters were addressed in the context of the audit of the consolidated financial statements
as a whole, and in forming the auditor’s opinion thereon, and we do not provide a separate
opinion on these matters.

We identified the following matter as a Key Audit Matter in the audit of the consolidated
financial statements of the current period.

® (lassification of borrowers as the basis for determining the reserve for possible loan
losses

Description of Key Audit Matter
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The Group is engaged in the banking business mainly in the Shikoku region, with a focus on
Kochi Prefecture, and the lending business is their core business. One of the Group’s strategic
goals is to provide consulting services that contribute to the development of the region. To
support the business growth of borrowers, the Group focuses on lending to small and
medium-sized entities based on an evaluation of business potential.

The collectability of loans and other receivables recorded by the Group is affected by changes
in economic trends in Japan and overseas, changes in the financial and economic environment
such as real estate prices, interest rates and stock prices, and the business circumstances of
borrowers. As a result, there is a possibility of default by borrowers. Furthermore, changes in
the external environment, such as outbreaks of the COVID-19 pandemic and surging natural
resource prices may affect the performance of borrowers.

As such, the Group calculates the amount of expected loss on nonrepayment of loans and
records it as a reserve for possible loan losses.

The Bank’s carrying amount of reserve for possible loan losses on a non-consolidated basis
amounted to ¥14,465 million, out of the ¥15,164 million recorded on the Group's consolidated
balance sheet for as of March 31, 2023. The specific calculation method for the reserve for
possible loan losses is described in h “Reserve for Possible Loan Losses” of Note 1 (Summary
of Significant Accounting Policies) and Note 2 (Significant Accounting Estimates) under
Notes to Consolidated Financial Statements.

The reserve for possible loan losses is calculated in accordance with the Group's
predetermined guidelines for self-assessment, and write-offs and reserves. The calculation
process includes the borrower classification which is determined by assessing the relevant
borrower's ability to repay loans based on considerations such as its repayment status,
financial position, business performance, and prospects thereof. The Group deems the
"outlook for the future performance of the borrowers in determining borrower classification”
to be a key assumption and determines the borrower’s classification by evaluating individual
borrower’s ability to earn profit, among other factors.

In particular, when assessing the appropriate classification of a borrower, whose repayment
status, financial position, or business performance is deteriorating, among borrowers to which
the general reserve for possible loan losses applies, factors such as the reasonableness and
feasibility of business improvement plan, which details the outlook for the future
performance, or the prospect of formulating such plans and so forth, may be a more important
factor in the judgment.

Since the reasonableness and feasibility of business improvement plans, or the prospect of
formulating such plans and so forth are affected by changes in the business environment
surrounding the borrower and the success or failure of the borrower's business strategy, there
is a high degree of uncertainty in estimates and reliance on management’s judgment.

In particular, the impacts of changes in the external environment, such as outbreaks of the
COVID-19 pandemic and surging natural resource prices are significant, and some borrowers
have not recovered in their business performance. Therefore, the reasonableness and
feasibility of future business improvement plans, or the prospect of formulating such plans
and so forth involve a higher degree of uncertainty in estimates and more reliance on
management’s judgment than in the past.
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Accordingly, among borrowers to which the general reserve for possible loan losses applies,
we have determined the adequacy of the classification of borrowers as a basis for determining
the reserve for possible loan losses, particularly with respect to borrowers demonstrating a
deterioration in repayment status, financial position, or business performance, to be a Key
Audit Matter.

How the matter was addressed in our audit

In considering the adequacy of the classification of borrowers and the timeliness and
appropriateness of changes in estimates related to estimated loss ratio, we mainly performed
the following audit procedures:

We evaluated the Bank's internal controls to ensure the reliability of determining borrower
classification and the credit ratings that serve as the premises for such classification, as well as
information related to borrowers that forms the basis for such determination.

We selected a sample of those borrowers deemed necessary to be assessed by taking into
account the borrower’s industry, repayment status, financial position, the degree of
deterioration in their business performance, and the impacts of changes in the external
environment, such as outbreaks of the COVID-19 pandemic and surging natural resource
prices to test management's classification of borrowers. We also considered the quantitative
impact of the changes in borrower classification on the recorded amounts of the reserve for
possible loan losses.

We evaluated data regarding the recent repayment status, financial position, and business
performance of sampled borrowers, by inspecting a set of materials related to the Bank's self-
assessment, such as borrower-related explanatory materials including a description of the
business, borrowing and repayment status, research materials that provide details of actual
financial position, and the borrower's financial statements and trial balances. In addition, we
made inquiries of the department responsible for credit screening as necessary.

In order to examine the reasonableness and feasibility of business improvement plans and so
forth, for a borrower's performance, we evaluated the reliability of estimates based on trend
analysis of past performance and the degree of achievement of management improvement
plan targets in prior years. Where necessary, we compared the borrower's performance to
available external information, such as performance trends of other companies in the same
industry and industry trend analysis. We also held discussions with the director responsible for
credit screening, and personnel from the department responsible for credit screening.

With regard to borrowers whose business performance has deteriorated due to the impacts of
changes in the external environment, such as outbreaks of the COVID-19 pandemic and
surging natural resource prices and who are considering revising their existing business
improvement plans and so forth or who are delaying the formulation of such plans, in order to
consider the possibility of revising or formulating these business improvement plans, we
evaluated the current repayment capacity by inspecting the funding schedules of borrowers.
Where necessary, we also discussed with the director responsible for credit screening and the
department responsible for business support regarding specific measures for responding to the
impacts during and after the COVID-19 pandemic and surging natural resource prices, and the
provision of support and consulting function of the Group to the debtor.
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Other Information

The other information comprises the information included in the Annual Report that contains
audited consolidated financial statements but does not include the consolidated financial
statements and our auditor’s report thereon.

We have concluded that the other information does not exist. Accordingly, we have not
performed any work related to the other information.

Responsibilities of Management, the Audit and Supervisory Committee for the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in Japan, and
for such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud
Or erTor.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern and disclosing, as required by accounting
principles generally accepted in Japan, matters related to going concern.

The Audit and Supervisory Committee is responsible for overseeing the Group’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with auditing standards generally accepted in Japan, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion.

Consider internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances for our risk assessments, while the purpose of the audit of
the consolidated financial statements is not expressing an opinion on the effectiveness of the
Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation
in accordance with accounting principles generally accepted in Japan.

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit and Supervisory Committee regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide the Audit and Supervisory Committee with a statement that we have complied
with the ethical requirements regarding independence that are relevant to our audit of the
consolidated financial statements in Japan, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with the Audit and Supervisory Committee, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

Our firm and its designated engagement partners do not have any interest in the Group which is
required to be disclosed pursuant to the provisions of the Certified Public Accountants Act of
Japan.
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Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended March 31, 2023 are presented solely for convenience. Our audit also included the
translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made on the basis described in Note 5 to the consolidated financial
statements.

Ernst & Young ShinNihon LLC
Tokyo, Japan

September 13, 2023

oM B BT
Masatoshi Omura

Designated Engagement Partner
Certified Public Accountant
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Tetsuro Tone
Designated Engagement Partner
Certified Public Accountant
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The Shikoku Bank, Ltd. and Consolidated Subsidgarie

Consolidated Balance Sheets
At 31st March,
2022 2023 2023

(Millions of yen) (Thousands of
U.S dollars)
(Note 5)

Asset:
Cash and due from ban(Note 26) ¥ 643,72. ¥ 411,09( $3,078,64.
Call loans and billpurchase (Note 14) - 46€ 3,49:
Debt purchase(Note 14) 13,71¢ 12,47 93,41:
Trading account securiti( Notes 14 and 15) 9 26 19¢
Money held in trus(Note 14) 1,98( 2,00( 14,97¢
Securities(Notes 6, 7, 12, 14 and 15) 945,82: 809,13: 6,059,541
Loans and bills discounte(Notes 6, 7, 8 and 14) 1,912,222 1,979,58 14,825,01
Foreign exchan 14,43 15,42: 115,49¢
Other asse (Notes 6 and 7) 69,17¢ 63,46¢ 475,29t
Tangible fixed asse(Notes 9 and 10) 34,59° 34,45; 258,01.
Intangible fixed asse 2,38( 1,94t 14,56¢
Net defined benefit ass(Note 17) 3,96¢ 5,60 41,99
Deferred income tax ass¢(Note 20) 19 1¢ 14€
Customers’ liabilities foacceptances and guaran 5,44¢ 4,10 30,74:
Reserve for possible loan los (14,807 (15,16¢) (113,569
Total asse ¥3,632,69 ¥3,324,62 $24,897,97
Liabilities
Deposit: (Notes 7 and 14) ¥3,071,77! ¥3,088,01 $23,125,97
Call money and bills sol(Note 14) 13,48" - -
Payables under securities lending transac

(Notes 7 and 14) 57,33( 33,87 253,68
Borrowed mone'(Notes 7, 11 and 14) 281,17 8,35¢ 62,60:
Foreign exchanc 2,64 7 54
Other liabilities 39,42t 35,31( 264,43
Net defined benefit liabilit (Note 17) 75 7€ 574
Reserve for retirement benefits for directors amgbarate

auditor: 5 7 59
Reserve for reimbursement of depc 524 40z 3,C16
Deferred income tax liabilit(Note 20) 2,03¢ 36¢ 2,76:%
Deferred income tax liability for land revaluatiercess

(Note 9) 4,146 4,141 31,01t
Acceptances and guarant 5,44¢ 4,104 30,74:
Total liabilities 3,478,07. 3,174,66¢ 23,774,92i
Net asset (Note 13)
Common stoc 25,00( 25,00( 187,22
Capitalsurplus 9,69¢ 9,69¢ 72,64
Retained earnin 99,99" 103,78. 777,22
Treasury stock, at cc (1,466 (1,418 (10,629
Total shareholders’ equ 133,23: 137,06 1,026,46!
Unrealized gains on securit (Note 15) 13,82( 3,871 28,99«
Net deferred hedclosse (1,951 (1,14%) (8,582)
Land revaluation exce{(Note 9) 8,651 8,64( 64,70¢
Remeasurements of defined benefit ¢ (Note 17) 662 1,332 9,98(
Total accumulated other comprehensive inc 21,18« 12,69¢ 95,10:
Stock acquisition right(Note 19) 69 58 43t
Nonr-controlling interest 137 13¢ 1,03¢
Total net asse 154,62: 149,95¢ 1,123,04
Total liabilities and net ass ¥3,632,69 ¥3324,62! $24,897,97:

The accompanying notes are an integral part of these statements.



The Shikoku Bank, Ltd. and Consolidated Subsidgarie

Consolidated Statements of Income

Income (Note 21)

Interest and dividend income:
Interest on loans and discounts
Interest and dividends on securities
Other interest income

Trust fees

Fees and commissions

Other operating income

Other income

Total income

Expenses
Interest expense:
Interest on deposits
Interest on call money and borrowings
Other interest expense
Fees and commissions
Other operating expenses
General and administrative expenfsste 19)
Other expense@ote 25)

Total expenses

Profit before income taxes

Income taxegNote 20):
Current
Deferred

Profit

Profit attributable to non-controlling interests
Profit attributable to shareholders of The Shikoku

Bank, Ltd.

Per share amountgNote 24)
Basic earnings per share
Diluted earnings per share

Year ended 31st March,

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)
(Note 5)
¥19,026 ¥20,453 3,$15
11,032 9,941 4,44B
371 333 2,498
0 0 2
7,925 8,049 60,283
1,678 16,074 120,382
3,555 5,931 44,424
43,590 60,784 455,213
250 368 2,759
138 1,130 6@,4
701 291 2,181
2,276 2,246 16,822
3,525 25,560 191,424
22,884 22,353 167,407
3,287 942 7,055
33,064 52,893 396,114
10,526 7,891 59,099
1,205 224 1,681
1,371 2,114 15,837
2,577 2,339 17,518
7,948 5,552 41,581
3 2 20
¥ 7,945 ¥ 5,549 $ 41,561
(Yen) (U.S dallars)
¥191.07 ¥133.28 $1.00
¥190.78 ¥133.11 $1.00

The accompanying notes are an integral part of these statements.



The Shikoku Bank, Ltd. and Consolidated Subsidgarie

Consolidated Statements of Comprehensive Income

Profit

Other comprehensive inconfidote 27):
Unrealized losses on securities
Net deferred hedge gains

Remeasurements of defined benefit plans

(Note 17)

Share of other comprehensive income (loss) of
companies accounted for by equity method

Comprehensive income

Total comprehensive income attributable to:
Shareholders of The Shikoku Bank, Ltd.

Non-controlling interests

Year ended 31st March,

2022 2023 2023

(Millions of yen) (Thousands of

U.S dollars)

(Note 5)

¥ 7,948 ¥ 5,552 $ 41,581
(10,455) (8,474) (63,466)

(12,840) (9,957) 4,5(5b)

1,818 805 6,031
762 669 5,012
(196) 8 66

¥(2,506)  ¥(2,922)  $(21,885)

¥(2,509)  ,949) $(21,905)
3 2 20

The accompanying notes are an integral part of these statements.



The Shikoku Bank, Ltd. and Consolidated Subsidgarie

Consolidated Statements of Changes in Net Assets

Shareholders’ equity

Treasury Total
Common Capital Retained stock, shareholders’
stock surplus earnings at cost equity
(Millions of yen)
Balance at 1st April, 2021 ¥25,000 ¥9,699 ¥93,369 ¥(1,518) ¥126,551
Cumulative effects of changes in accounting
policies - - (192) - (192)
Restated balance 25,000 9,699 93,177 (1,518) 126,358
Changes during the year
Cash dividends - - (1,250) - (1,250)
Profit attributable to shareholders of The
Shikoku Bank, Ltd. - - 7,945 - 7,945
Acquisition of treasury stock - - - Q) Q)
Disposition of treasury stock - - 9) 53 44
Reversal of land revaluation excess - - 134 - 134
Net changes in items other than
shareholders’ equity - - - - -
Total changes during the year - - 6,819 52 6,872
Balance at 31st March, 2022 ¥25,000 ¥9,699 ¥99,997 ¥(1,466) ¥133,231
Accumulated other comprehensive income
Total
Net accumulated
Unrealized deferred Land Remeasurements other Stock Non- Total
gains on hedge revaluation of defined benefit comprehensive acquisition  controlling net
securities losses excess plans income rights interests assets
(Millions of yen)
Balance at 1st April, 2021 ¥26,858 ¥(3,770) ¥8,785 ¥ (99) ¥31,774 ¥77 ¥135 ¥158,537
Cumulative effects of changes in
accounting policies - - - - - - - (192)
Restated balance 26,858 (3,770) 8,785 (99) 31,774 77 135 158,345
Changes during the year
Cash dividends - - - - - - - (1,250)
Profit attributable to
shareholders of The Shikoku
Bank, Ltd. - - - - - - - 7,945
Acquisition of treasury stock - - - - - - - Q)
Disposition of treasury stock - - - - - - - 44
Reversal of land revaluation
excess - - - - - - - 134
Net changes in items other than
shareholders’ equity (13,037) 1,818 (134) 762 (10,589) ©) 2 (10,595)
Total changes during the year  (13,037) 1,818 (134) 762 (10,589) ) 2 (3,723)
Balance at 31st March, 2022  ¥13,820  ¥(1,951) ¥8,651 ¥663 ¥21,184 ¥69 ¥137 ¥154,622




The Shikoku Bank, Ltd. and Consolidated Subsidgarie

Consolidated Statements of Changes in Net Assetdiicied)

Shareholders’ equity

Treasury Total
Common Capital Retained stock, shareholders’
stock surplus earnings at cost equity
(Millions of yen)
Balance at 1st April, 2022 ¥25,000 ¥9,699 ¥ 99,997 ¥(1,466) ¥133,231
Changes during the year
Cash dividends - - 1,774) - 1,774)
Profit attributable to shareholders of The
Shikoku Bank, Ltd. - - 5,549 - 5,549
Acquisition of treasury stock - - - Q) Q)
Disposition of treasury stock - - 0) 48 48
Reversal of land revaluation excess - - 10 - 10
Net changes in items other than
shareholders’ equity - - - - -
Total changes during the year - - 3,785 47 3,832
Balance at 31st March, 2023 ¥25,000 ¥9,699  ¥103,783 ¥(1,418) ¥137,064
Accumulated other comprehensive income
Total
Net accumulated
Unrealized deferred Land Remeasurements other Stock Non- Total
gains on hedge revaluation of defined benefit comprehensive acquisition  controlling net
securities losses excess plans income rights interests assets
(Millions of yen)
Balance at 1st April, 2022 ¥13,820 ¥(1,951) ¥8,651 ¥ 663 ¥21,184 ¥69 ¥137 ¥154,622
Changes during the year
Cash dividends - - - - - - - 1,774)
Profit attributable to
shareholders of The Shikoku
Bank, Ltd. - - - - - - - 5,549
Acquisition of treasury stock - - - - - - - Q)
Disposition of treasury stock - - - - - - - 48
Reversal of land revaluation
excess - - - - - - - 10
Net changes in items other than
shareholders’ equity (9,949) 805 (10) 669 (8,485) (11) 1 (8,495)
Total changes during the year (9,949) 805 (20) 669 (8,485) (12) 1 (4,662)
Balance at 31st March, 2023 ¥ 3,871  ¥(1,145) ¥8,640 ¥1,332 ¥12,698 ¥58 ¥138 ¥149,959




The Shikoku Bank, Ltd. and Consolidated Subsidgarie

Consolidated Statements of Changes in Net Assetdiicied)

Shareholders’ equity

Treasury Total
Common Capital Retained stock, shareholders’
stock surplus earnings at cost equity
(Thousands of U.S. dollars) (Note 5)
Balance at 1st April, 2022 $187,224 $72,641 $748,877 $(10,979) $ 997,763
Changes during the year
Cash dividends - - (13,287) - (13,287)
Profit attributable to shareholders of
The Shikoku Bank, Ltd. - - 41,561 - 41,561
Acquisition of treasury stock - - - 9) 9)
Disposition of treasury stock - - (4) 364 360
Reversal of land revaluation excess - - 80 - 80
Net changes in items other than
shareholders’ equity - - - - -
Total changes during the year - - 28,350 355 28,705
Balance at 31st March, 2023 $187,224 $72,641 $777,227 $(10,624) $1,026,468
Accumulated other comprehensive income
Total
Net accumulated
Unrealized deferred Land Remeasurements other Stock Non- Total
gains on hedge revaluation  of defined benefit comprehensive acquisition controlling net
securities losses excess plans income rights interests assets
(Thousands of U.S. dollars) (Note 5)
Balance at 1st April, 2022 $103,503 $(14,613) $64,788 $4,968 $158,646 $521 $1,027 $1,157,957
Changes during the year
Cash dividends - - - - - - - (13,287)
Profit attributable to
shareholders of The Shikoku
Bank, Ltd. - - - - - - - 41,561
Acquisition of treasury stock - - - - - - - 9)
Disposition of treasury stock - - - - - - - 360
Reversal of land revaluation
excess - - - - - - - 80
Net changes in items other than
shareholders’ equity (74,509) 6,031 (79) 5,012 (63,545) (86) 12 (63,619)
Total changes during the year (74,509) 6,031 (79) 5,012 (63,545) (86) 12 (34,914)
Balance at 31st March, 2023 $28,994 $(8,582) $64,709 $9,980 $ 95,101 $435 $1,039 $1,123,043

The accompanying notes are an integral part of these statements.



The Shikoku Bank, Ltd. and Consolidated Subsidsarie

Consolidated Statements of Cash Flows

Cash flows from operating activitie:
Profit before income tax
Adjustments to reconcile profit before income tateset cash used
operating activitie:
Depreciatiol
Impairment los
Equity in earnings of unconsolidatsubsidiaries and affiliat
Reserve for possible loan los
Net defined benefit as:
Net defined benefit liabilit
Reserve for retirement benefits for directors amgborate audito
Reserve for reimbursement of depc
Reserve for point loyalty prograi
Accrued interest and dividend inco
Accrued interest expens
(Gains) losses on investmesecurities— ne!
(Gains) losses on money held in t
Foreign exchange (gains) los— nel
(Gains) losses on disposal of fixed as
Net (increase) decrease in lo
Net increase (decrease) in depc

Net increase (decrease) in borrowed money (excludigabordinated loan

Net (increase) decrease in due from banks (exclugitlee Bank of Japa
Net (increase) decrease in call loans and c
Net (increase) decrease in trading account sed@
Net increase (decrease) in call money and ¢
Net increase (decreasin payables under securities lending transac
Net (increase) decrease in foreign exchange (a
Net increase (decrease) in foreign exchange (lfes)
Interest andividends receive
Interest pai
Other- nel
Subtota

Income taxes pa

Net cash provided by (used ioperating activitie

Cash flows from investing activitie!

Purchases of securit

Proceeds from sales of securi

Proceeds from redemption of securi

Payments for money held in tr

Purchases of tangible fixed as:

Proceeds from sales of tangible fixed as

Purchases of intangible fixed as:

Payments for assretirement obligatior

Net cash provided by investing activil

Cash flows from financing activities

Dividends pai

Dividends paid to nc-controlling interest

Purchases dreasury stoc

Proceeds from sales of treasury s

Repayment of lease obligatic

Net cash used in financing activit

Effect of currency rate changes on cash and casiagnt:

Net increase in cash and cash equiva

Cash and cash equivalents at beginning of

Cash and cash equivalents at end of (Note 26)

The accompanying notes are an integral part of these statements.

Year ended 31st March

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)
(Note5)
¥ 10,52¢ ¥ 7,891 $59,09¢
2,212 2,12¢ 15,90¢
45€ 6€ 49¢
(182 (113 (852
821 35¢€ 2,672
(1,528 (1,639 (12,275
©) 1 8
0 2 18
(141 (121 (910
(65) - -
(30,430 (30,728 (230,121
1,09( 1,79( 13,40¢
1,801 3,32¢ 24,88(
(140 (113 (849
2 @) (11)
(34) (54) (405,
(35,150 (67,356 (504,427
167,39¢ 16,23¢ 121,59!
147,47: (272,818 (2,043,122
(389 324 2,43
(1,316 77¢ 5,82¢
0) (17 (129
(5,333 (13,487 (101,006
(4,306 (23,455 (175,656
(4,542 (988, (7,405
2,627 (2,635 (19,736
27,76 28,59¢ 214,17¢
(1,144 (1,677 (12,559
24,39: (8,344 (62,492
301,85: (362,057 (2,711,42¢
(2,622 @arr, (1,331
299,23: (362,234 (2,712,76C
(239,093 (505,313 (3,784,272
185,75t 589,66 4,415,99
65,46¢ 49,01° 367,08t
(35) (19) (146
(1,019 (1,324 (9,916
21€ 24t 1,83
(1,392 477, (3,575
) (6) (50)
9,896 131,788 986,958
(1,250 1,770 (13,257
(1) 1) (8)
(1) 1) (8)
36 3€ 274
(201 (125 (942
(1,417 (1,861 (13,941
1 11
307,71: (232,306 (1,739,732
327,64 635,35! 4,758,16
¥635,35¢ ¥403,05! $3,018,43!




The Shikoku Bank, Ltd. and Consolidated Subsidsarie

Notes to Consolidated Financial Statements

Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statemehiBhe Shikoku Bank, Ltd. (the
“Bank”) and consolidated subsidiaries (collectivéye “Group”) have been prepared
from the accounts maintained by the Bank in acaurédavith the provisions set forth in
the Financial Instruments and Exchange Law, thekiBgnLaw of Japan and other
applicable rules and regulations and in conformiityr accounting principles generally
accepted in Japan, which are different in certespects as to application and disclosure
requirements of International Financial Reportingr@ards.

In addition, the notes to the consolidated finahsiatements include information which
is not required under accounting principles gemgeacepted in Japan but is presented
herein as additional information.

Certain items have been reclassified from theimsigconsolidated financial statements
filed with the Prime Minister as required by thendncial Instruments and Exchange
Law for the convenience of readers outside Japan.

Consolidation

The accompanying consolidated financial statemieictsde the accounts of the Bank
and its following four significant subsidiaries.

The Shigin Agency Company Limited

The Shikoku Guarantee Company Limited

The Shigin Computer Service Company Limited
Shigin Regional Economic Research Institute Incoafzal

One unconsolidated subsidiary is excluded fromrsttuge of consolidation because it is
deemed that it has insignificant effect on the otidated financial statements in terms
of total assets, ordinary income, profit, and regdi earnings when excluded from the
scope of consolidation. All material intercompanglamces and transactions are
eliminated in consolidation. Difference between tbest of investments in the
consolidated subsidiaries and the correspondingseatts at the acquisition date of the
equity is charged to income as incurred.

The Shigin Leasing Company Limited is accountedifgrthe equity method and is
included in securities in the balance sheets.

One subsidiary and three affiliates, of which twe #imited partnerships, are not
accounted for by the equity method and carriedst €ince profit and retained earnings
of these subsidiary and affiliates are not sigaiitcand would not have a material impact
on the consolidated financial statements of thekBan



Summary of Significant Accounting Policies (cormued)

Trading Account Securities

Trading securities purchased for trading purpaosestated at market value at the year
end and cost is determined by the moving averadkade

Securities

Securities other than trading account securitieckassified into three categories: held-
to-maturity bonds, equity of unconsolidated sulasids and affiliates, or available-for-
sale securities. Held-to-maturity bonds are carr&gdamortized cost. Equity of
unconsolidated subsidiaries and affiliates is dtatcost determined by the moving
average method except for those accounted fordgdhity method. Available-for-sale
securities are generally carried at fair value witinealized holding gain or loss, net of
the applicable income taxes, recorded as a compoifshareholders’ equity; however,
shares, etc. that do not have a market price aredat cost determined by the moving
average method.

Securities managed as assets held in unconsolidatetty trusts whose primary
purpose is investments in securities are carrié¢diavalue.

Derivatives

Derivatives are stated at fair value.

Method of Depreciation and Amortization
(i) Tangible fixed assets (Except for leased aysets

The Bank’s tangible fixed assets, including improeats, are stated at cost less
accumulated depreciation. Depreciation is mainlyngoted by the declining-
balance method based on the estimated usefuldivisge respective assets, except
for buildings(excluding facilities attached to laliigs) acquired on or after 1st April,
1998 as well as facilities attached to buildingd atructures acquired on and after
1st April, 2016 which are depreciated by the straljne method.

The estimated useful lives principally applied as€follows:

Buildings 19 years to 50 years
Other 5 years to 15 years

(i) Intangible fixed assets (Except for leaseceés)s
Cost of intangible fixed assets obtained or dguediofor internal use is capitalized

and amortized using the straight-line method okerestimated useful lives of five
years.



Summary of Significant Accounting Policies (cormued)
Method of Depreciation and Amortization (contaal)
(iif) Leased assets

Leased assets in tangible fixed assets capitalineér finance leases that do not
transfer ownership are depreciated to a residdaevaf zero by the straight-line
method over the contract term.

Foreign Currency Translation

Assets and liabilities denominated in foreign ennies are translated into yen at the
exchange rates prevailing at the balance sheet date

As regards translation differences related to bamdseng available-for-sale securities
denominated in foreign currencies, those relatedhtanges in fair value in original
foreign currencies are treated as valuation diffees, and the remainder is treated as
gains or losses from foreign exchange transactions.

Reserve for Possible Loan Losses

The reserve for possible loan losses is provideattordance with the internal policies
and guidelines for write-offs and reserves for gaedoan losses.

The reserve for loans to borrowers who are cligssds substantially bankrupt or who
are bankrupt in a legal sense is provided at 100#%eoamount remaining after write-
offs and deduction of expected collection from thsposal of collateral and from
guarantees.

In addition, a reserve is provided for loans terbwers who, although not actually
bankrupt in a legal sense, are experiencing sefioascial difficulties and whose failure

is imminent. In such cases, the reserve is provadidae amount deemed necessary based
on the borrower’s capability of repayment after ulgttbn of expected collection from
the disposal of collateral and from guarantees.

A reserve is also provided for certain large loah® have restructured loans or loans
past due for three months or more at the amouttiffefence between the carrying value
and the estimated future cash flows discountechbyotiginal contractual interest rates
if the future cash flows from the repayment of pijpral and interest is in reasonably
estimated.

For all other loans, a reserve is provided asnedéd loss amounts mainly for future one
year or three years by each group based on theioatidn of borrower classification,
credit rating, industry, and region. The estimdtet amounts are calculated based on
the average of the past probability of default ot#d from the actual default results for
one year or three years, taking into account theg-term perspective, using the
estimated loss ratio calculated by considering sey adjustments.
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Summary of Significant Accounting Policies (comiued)
Reserve for Possible Loan Losses (continued)

The above classification of borrowers and the udaton of the provision for the
possible loan losses are based on the result bhsstssment of asset, which is a
comprehensive review process of Bank's asset gupkirformed by the relevant
department in accordance with the internal guidslifor self-assessment and is
independently reviewed by the internal audit unit.

For loans to bankrupt and substantially bankruptrdwers, amounts deemed
uncollectible, which are calculated after deductafnexpected collection from the
disposal of collateral and from guarantees, arétewioff. The amounts written off for
the years ended 31st March, 2022 and 2023 wer@&L5nillion and ¥6,270 million
(U.S.$46,956 thousand), respectively.

Reserve for possible loan losses of the consolidatdsidiaries are provided at the
amount deemed necessary for general receivables! loasthe past credit loss history,
and at the amount deemed uncollectable for cetrgpas of receivables such as doubtful
receivables based on assessments of individuavedxdes.

Reserve for Retirement Benefits for Directorsl &orporate Auditors of the Bank’s
Consolidated Subsidiaries

Reserve for retirement benefits for directors aarporate auditors of its consolidated
subsidiaries is provided at the amount which wdngadequired to be paid in accordance
with the internal rules if they retired at the lvada sheet date.

Reserve for Reimbursement of Deposits

Reserve for reimbursement of deposits is provateah estimate of the future payments
for the reimbursement claims from the customerssghdeposit accounts had been
derecognized and credited from liability to income.

Retirement Benefit Plans

The benefit formula method is used to attributeeexg@d benefits to the periods through
the end of the fiscal year in calculating projedbedefit obligation.

Prior service cost is amortized by the straighe-hmethod over a certain period (10 years)
that is shorter than the average remaining sepaees of the eligible employees.

Actuarial gain or loss is amortized from the nesdwyof its occurrence primarily by the
straight-line method over a certain period (10 gednat is shorter than the average
remaining service years of the eligible employees.

Consolidated subsidiaries apply the simplified rodthwhich assumes the projected
benefit obligation to be equal to the benefits dg@ssuming the voluntary retirement
of all employees at fiscal year-end, in computireg defined benefit liability and
severance benefit expenses.

11



Summary of Significant Accounting Policies (cormmued)
Significant revenue and expenses

Revenue from contracts with customers is recowdaeh control of promised goods or
services is transferred to customers. The recadezuint of revenue from contracts with
customers is calculated based on the amount exptecke received in exchange for the
goods or services. Credit card merchant commissimasrecognized as the amount
expected to be collected for third parties, netthef amount of points granted and
expected to be used in the future.

Income Taxes

Deferred tax assets and liabilities are determibased on the differences between
financial reporting and tax basis of the assetsliabdities and are measured using the
enacted tax rates expected to apply to taxablemeca the year when the temporary
differences are expected to reverse.

Earnings per Share

Earnings per share was computed based on thet @tifibutable to common
shareholders of The Shikoku Bank, Ltd. and theayemnumber of shares of common
stock outstanding during the year.

Hedge Accounting

(i) Hedges of interest rate risk

The Bank adopts the deferred method of hedge atiogufor interest rate risk
arising from financial assets and liabilities. Bank identifies hedging relationship
on an individual transaction basis by designatiedding interest rate swaps as
hedges of certain loans and securities in accoedaiit its policy for calculating
fair value of financial instruments and hedge actiog.

The Bank centralizes management of hedged iterdscarresponding hedging
instruments and assesses hedge effectiveness hynéxg whether interest rate
risk of the relevant hedged items are offset byréhevant hedging transactions or
not.

12



1. Summary of Significant Accounting Policies (comiued)
0. Hedge Accounting (continued)

(i) Hedges of foreign exchange risk

The Bank adopts the standard treatment underap@anése Institute of Certified
Public Accountants (“JICPA”) Industry Committee &real Guidelines No. 25
“Accounting and Auditing Treatment for Accountingrf Foreign Currency
Transaction in Banking Industry,” issued on 8th dbetr, 2020, for foreign
exchange risks arising from financial assets aaloillties denominated in foreign
currencies. Under that treatment, the Bank apphesdeferred method of hedge
accounting. The Bank enters into currency swapsfaredgn exchange swaps to
mitigate the foreign exchange risks arising fromaficial assets and liabilities
denominated in foreign currencies and assessdsabatception of the hedge and
on an ongoing basis, whether these derivativeshigidy effective in offsetting
changes in cash flows of the hedged items (findmsisets and liabilities). Hedge
effectiveness is assessed by ensuring that thigfocarrency position of the hedged
items exceeds the foreign currency position ofttbéging instruments that offsets
foreign exchange risk of the foreign currency-demated monetary claims
designated as the hedged items.

p. Cash and Cash Equivalents

Cash and cash equivalents in the consolidateenséatts of cash flows consists of cash
and deposits with the Bank of Japan included instCand due from banks” on the
consolidated balance sheets.

g. Accounting Policies and Procedures Adopted WRequirements Under the Relating
Accounting Standards Are Not Clearly Defined

Gains or losses on cancellation and redemptiomw#stment trusts (excluding listed
investment trusts) are recorded in “Interest aniddnds on securities” in the case of
gains, and in “Losses on redemption of bonds” ith&D operating expenses” in the case
of losses, for each investment trust issue.

Gains on cancellation and redemption of investnraists (excluding listed investment
trusts) of ¥2,570 million and ¥1,936 million (U.$4501 thousand) were recorded in
“Interest and dividends on securities” and lossescancellation and redemption of
investment trusts (excluding listed investment teuof ¥1,639 million and ¥2,388

million (U.S.$17,887 thousand) were recorded ins&®@s on redemption of bonds” for
the years ended 31st March, 2022 and 2023, respBcti
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2. Significant Accounting Estimates
Reserve for Possible Loan Losses
(1) Carrying amount in the current year financtatesments

The Bank’s carrying amount of reserve for possibéa losses as of 31st March, 2022 and
2023 were ¥14,211 million and ¥14,465 million (\$8)8,335 thousand), respectively.

(2) Information on the nature of significant accoog estimates for identified items

(i) Method of calculation
The Bank conducts self-assessment, which is aepsowhere financial institutions
examine their own assets individually and clasiBm according to the degree of
risk of uncollection or risk of impairment of valuend records reserve for possible
loan losses in accordance with predetermined guiekel for write-offs and
provisions. See Note 1 “h. Reserve for Possiblenlaasses for specific details of
borrower classification.”

(i) Key assumptions
A key assumption is made for the “outlook for theure performance of the
borrowers in determining the borrower classificatiavhich is determined by
individually evaluating each borrower’s abilityeéarn income and other factors. For
certain borrowers, the rationale for and feasipditthe business improvement plans,
which detail the outlook for the future performanoethe prospect of formulating
such plans, may be a more important factor indhklginent.

With regard to the impact on individual borrowers ahanges in the external
environment, such as outbreaks of the COVID-19 pamd and surging natural
resource prices, the Bank assesses the currenttiapd, if necessary, reflects the
impact in its outlook for the future performance determine the borrower
classification.

(i) Effects on the next year financial statements
If the assumption used in the initial estimatesnges due to changes in the
performance of individual borrowers or other fastahis may have a significant
impact on the reserve for possible loan losseBamext year financial statements.

14



3. Changes in Accounting Policies
Implementation Guidance on Accounting Standard=&r Value Measurement

The Group adopted the “Implementation Guidance oco@nting Standard for Fair Value
Measurement” (ASBJ Guidance No. 31, issued on lifitle, 2021; hereinafter the “Guidance
on Fair Value Measurement”) effective April 1, 202d applied prospectively the new
accounting policies stipulated by the Guidance am Walue Measurement in accordance
with the transitional treatment provided in Parggr27-2 of the Guidance on Fair Value
Measurement. This does not affect the consolid@tedcial statements.

In 3. Fair value information by level within theirfavalue hierarchy of 14. Financial
Instruments and Related Disclosures, disclosurenadstment trusts for the year ended
March 31, 2022 are omitted in accordance with Ragag27-3 of the Guidance on Fair Value
Measurement.

4. Accounting Standards Issued But Not Yet Effectie

“Accounting Standard for Current Income Taxes” (ASRatement No. 27, issued on 28th
October, 2022)

“Accounting Standard for Presentation of Comprehenimcome” (ASBJ Statement No. 25,
issued on 28th October, 2022)

“Guidance on Accounting Standard for Tax Effect dwcting” (ASBJ Guidance No. 28,
issued on 28th October, 2022)

(1) Summary
These establish the classification of income takesbe recorded when other
comprehensive income is taxed and the treatmetdaxoéffects on sales of shares of
subsidiaries and other securities when the graoxgititan regime is applied.

(2) Effective date
The Group expects to adopt the new standards addrge effective the beginning of
the year ending 31st March, 2025.

(3) Effects of adopting the standards and guidance
The amount of impact has not yet been determineldeatime of preparation of these
consolidated financial statements.

5. Yen and U.S. Dollar Amounts

The Bank maintains its accounting records in yehe yen amounts included in the
accompanying consolidated financial statementssgaged in millions of yen, omitting
amounts of less than one million yen. Therefore, tibtals or subtotals presented in the
accompanying consolidated financial statementsadmecessarily add up to the sum of the
respective account balances.

The U.S. dollar amounts included in the accompanyonsolidated financial statements
represent the arithmetic results of translating iy¢o U.S. dollars at ¥133.53 = U.S.$1.00,
the approximate exchange rate in effect on 31stM&023. The inclusion of the U.S. dollar
amounts is solely for convenience and is not ireentb imply that assets and liabilities
originating in yen have been or could be readilyvasted, realized or settled in U.S. dollars
at the above or any other rate.

15



(1)

Loans and Bills Discounted

Loans under the Banking Act and the Act on Ejaecy Measures for the Revitalization
of Financial Functions are as follows. Loans inelwdrporate bonds in “securities” in
the consolidated balance sheets (limited to thosg/hich redemption of the principal
and payment of interest is guaranteed in whol@ @art, and for which the bonds were
issued through private placement of securitiesi¢fert2, Paragraph 3 of the Financial
Instruments and Exchange Act), loans and billsalisted, foreign exchange assets,
accrued interest and suspense payments in “Othetsa@sand customers’ liabilities for
acceptances and guarantees and the securities ¢ask of loan of securities (limited to
those under a loan-for-use or lease agreementatbatisclosed in notes.

2022 2023 2023

(Millions of yen) (Thousands of
U.S dallars)

Bankrupt or qua-bankrupt loar ¥ 3,81( ¥ 3,96¢ $29,68¢
Doubtful loan: 37,59¢ 40,86: 306,01:

Loans past due for three months or n - - -
Restructured loal 4,60¢ 5,71« 42,79¢

Total ¥46,01” ¥50,54( $378,49!

Bankrupt or quasi-bankrupt loans mean loans toolaers with failed business status
due to the grounds such as commencement of backrppiceedings, commencement
of reorganization proceedings, or commencemeretwdhilitation proceedings, and any
other type of claims equivalent thereto.

Doubtful loans mean loans whose borrowers are@tanythe status of failure in business
although such borrowers’ financial status and lessrperformance are worsening, and
for which it is unlikely that the principal or imest is collected in accordance with the
contract, excluding bankrupt or quasi-bankrupt foan

Loans past due for three months or more mean loanghich payments of principal or
interest has been delayed for three months or rfinone the date when they are due,
excluding bankrupt or quasi-bankrupt loans and tfaulmans.

Restructured loans mean loans which have beenucésted to support business
rehabilitation of borrowers who are encounterimgficial difficulties, with the intention
of ensuring recovery of the loans by providing easepayment terms for the borrowers
(such as by reducing the rate of interest or byidrog a grace period for the payment
of principall/interest, etc.), excluding bankruptagurasi-bankrupt loans, doubtful loans
and the loans past due for three months or more.

The above loan amounts are before deduction ofueser possible loan losses.
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6. Loans and Bills Discounted (continued)

(2) Bills discounted are accounted for as finamaedactions in accordance with the JICPA
Industry Committee Practical Guidelines No. 24uébon 17th March, 2022. The Bank
has rights to sell or pledge bank acceptances hpwegmmercial bills discounted,
documentary bills and foreign exchanges boughtawitiestrictions. The face value at
31st March, 2022 and 2023 totalled ¥5,315 milliowl &5,387 million (U.S.$40,347
thousand), respectively.

7. Pledged Assets

Assets pledged as collateral at 31st March, 2082883 were as follows:

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)
Assets pledged as collateral:
Securities ¥207,011 ¥121,303 $908,436
Loans and bills discounted 221,14( — —
Total ¥428,15. ¥121,30: $908,436
Liabilities secured by the above assets:
Deposits ¥17,227 ¥13,241 $99,164
Payables under securities lending
transactions 57,330 33,874 253,687
Borrowed money 274,026 1,567 11,740

In addition, securities of ¥202 million and ¥201lion (U.S.$1,511 thousand) at 31st March,
2022 and 2023, respectively, were pledged as eddlgprincipally to clearing organizations
for exchange transactions and futures transactions.

Included in other assets were guarantee deposit¥5@7 million and ¥569 million
(U.S.$4,264 thousand), deposits for futures traimas of ¥12 million and ¥14 million
(U.S.$105 thousand), cash collateral paid for far@ninstruments of ¥7,773 million and
¥1,644 million (U.S.$12,312 thousand), and depfusitcentral counterparty of ¥50,000
million and ¥50,000 million (U.S.$374,448 thousarat) 31st March, 2022 and 2023,

respectively.
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8. Loan Commitments

Overdraft agreements and loan commitments are gms under which the Bank and its
consolidated subsidiaries are obliged to extendda#g to a prearranged limit unless the
customer is in breach of contract. The loan commiiis not yet drawn down at 31st March,
2022 and 2023 totalled ¥569,788 million and ¥5589,81llion (U.S.$4,193,680 thousand),

respectively, of which ¥546,824 million and ¥53464illion (U.S.$4,003,844 thousand),

respectively, related to agreements whose conahttums were for one year or less or
which were unconditionally cancellable at any time.

As the majority of these agreements expire withiwt right to extend the loans being
exercised, the undrawn commitment balance doesffeat the future cash flows of the Bank
or of its consolidated subsidiaries. These agre&nasually include provisions which
stipulate that the Bank and its consolidated sudns&s have the right either to refuse the
execution of the loans or to reduce the contractaaimitments when there is a change in
the borrower’s financial condition, or when addii@ assurance of the financial soundness
and creditworthiness of a borrower is necessaryytwen other unforeseen circumstances
arise.

The Bank and its consolidated subsidiaries takieuameasures to protect their credit. Such
measures include obtaining real estate or secsiagecollateral at the time of entering into
the agreement, monitoring a customer’s business oegular basis in accordance with
established internal procedures, and amending dae tommitment agreements when
necessary.

9. Land Revaluation Excess

Pursuant to the “Law Concerning the RevaluatiorLafd” (the “Law”), land used for
business operations was revalued at fair valud sttidarch, 1998. Net unrealized gain was
classified in a separate component of stockholasysity, net of applicable income taxes, as
“Land revaluation excess” and in liabilities as fBreed income tax liability for land
revaluation excess” in the accompanying consolalatdance sheets. Under the Law, once
the Bank revalued the land, it is not permittecetalue the land. Such unrealized revaluation
loss as of 31st March, 2022 and 2023 were ¥9,48®mand ¥9,481 million (U.S.$71,008
thousand), respectively.

10. Tangible Fixed Assets

Accumulated depreciation of tangible fixed assat®fa31st March, 2022 and 2023 were
¥29,250 million and ¥29,348 million (U.S.$219,786usand), respectively.

Balance of advanced depreciation of tangible fiassets as of 31st March, 2022 and 2023
were ¥3,135 million and ¥3,036 million (U.S.$22,88usand), respectively. There was no
advanced depreciation for the years ended 31sthiviaf22 and 2023.

11. Borrowed Money

At 31st March, 2022 and 2023, borrowed money inetbidorrowings of ¥5,000 million and
¥5,000 million (U.S.$37,445 thousand) subordinatellt other debts of the Bank.
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12. GuaranteeObligations for Corporate Bonds Acquired

The amount of guarantee obligations for privatéced corporate bonds the Bank owns as
of 31st March, 2022 and 2023 were ¥34,534 milliod 39,025 million (U.S.$292,259
thousand), respectively.

13. Net Assets

The Bank is subject to the Companies Act of Japtam “‘Act”) and the Banking Law. The
Act requires that at least 50% of the paid-in apf new share issues be transferred to the
“Common stock” account and the amount not exceedgp of the paid-in capital be
included in capital surplus as “Additional paideapital.”

Under the Act, companies can pay dividends at eng tduring the year in addition to the
year-end dividend upon resolution at the sharemglaeeeting. Interim dividends may be
paid at any time during the year upon resolutiorifgyBoard of Directors if the company
has prescribed so in its articles of incorporation.

The Act provides certain limitations on the amouatailable for dividends or the purchase
of treasury stock. The limitation is defined as #mount available for distribution to the
shareholders, but the amount of net assets afteletids must be maintained at no less than
¥3 million.

The Banking Law requires that an amount equal # 20 dividends be appropriated as a
legal reserve (a component of retained earninga$ aapital reserve (a component of capital
surplus) depending on the equity account charged tige payment of such dividends until

the total of the aggregate amount of legal resangecapital reserve equals 100% of capital
stock.

Under the Act, the total amount of additional paideapital and legal reserve may be
reversed without limitation. The Act also providdgat common stock, legal reserve,
additional paid-in capital, other capital surplusdaetained earnings can be transferred
among the accounts under certain conditions upswiugon of the shareholders.
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13. Net Assets (continued)

The changes in the number of issued shares of constogk and treasury stock during the
years ended 31st March, 2022 and 2023 were asvillo

Number of shares (in thousan

1si April, Increas Decreas 31s March,
2022 2023
Outstanding shares issu
Common stoc 42,90( — — 42,90(
Treasury stocl
Common stoc 1,29t 2 53 1,24¢

The increase in treasury stock is due to gratisiigtapn of restricted stock and acquisition
of shares less than one unit by 1 thousand shace$ thousand shares, respectively.

The decrease in treasury stock is due to allotménestricted stock, exercise of stock

acquisition rights and responding to call optiohshares of less than one unit by 43 thousand
shares, 9 thousand shares and 0 thousand shaestreely.

Numbe of shares (in thousanc

1st April,  Increas Decreas  31st March
2021 2022
Outstanding shares issu
Common stoc 42,90( — — 42,90(
Treasury stocl
Common stoc 1,352 1 58 1,29¢

The increase in treasury stock is due to acqurmsitticzshares less than one unit.
The decrease in treasury stock is due to allotroénestricted stock, exercise of stock

acquisition rights and responding to call optiohshares of less than one unit by 51 thousand
shares, 6 thousand shares and 0 thousand shaestreely.
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13. Net Assets (continued)

Stock acquisition rights and the Bank’s own stocfjuasition rights as of 31st March, 2022

and 2023 were as follows:

Number of shares issued or transferred upon

Class of
_shares exercise of stock acquisition rights Balance at 31st March,
Detail of t'ssu?d Ord (Shares) 2023
ransferre —
Classification stqc_k_ upon (Millions  (Thousands
acquisition  oyarcise of 1st 31st of yen) of U.S
rights stock April,  Increase Decrease March, dollars)
acquisition 2022 2023
rights
Stock
acquisition
rights
The Bank granted as
stock
options — ¥58 $435
Total - ¥58 $435
Class of Balance at
shares Number of shares issued or transferred upon 31st
) issued or exercise of stock acquisition rights March,
Dettallkof transferred (Shares) 2022
Classification ac;uci)gition upon (Millions
rights exercise of 1st 31st of yen)
stock April, Increase Decrease March,
acquisition 2021 2022
rights
Stock
acquisition
rights
The Bank granted as
stock
option: — ¥69
Total — ¥69
Year ended 31st March, 2023
The following cash dividend payments were appraledhg the year:
General shareholders’ meeting held on 29th Juriz2:20
Per share
Total amount amount
Millions of yen Yen
(Thousands of U.S. (U.S. Dividend Effective
dollars) dollars) record date date
Common stock ¥1,043 million ¥25.00 31st March, 30th June,
($7,812 thousand) ($0.19) 2022 2022
Board of Directors meeting held on 11th Novemb8ég2
Total amount Per share
Millions of yen amount
(Thousands of U.S. Yen Dividend Effective
dollars) (U.S. dollars)  record date date
Common stock ¥731 million ¥17.50 30th 2nd
($5,475 thousand) ($0.13) September, December,
2022 2022
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13. Net Assets (continued)

Year ended 31st March, 2022
The following cash dividend payments were appral@ahg the year:

General shareholders’ meeting held on 29th Juriz1:20

Per share
Total amount amount Dividend Effective
Millions of yen Yen record date date
Common stock ¥625 million ¥15.00 31st March, 30th June,
2021 2021
Board of Directors meeting held on 12th Novemb8g12
Per share
Total amount amount Dividend Effective
Millions of yen Yen record date date
Common stock ¥625 million ¥15.00 30th 3rd
September, December,
2021 2021
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14. Financial Instruments and Related Disclosures

1. General information

a) Policy for financial instruments

The Group operates mainly in Shikoku especialltiqrefecture, engaging in

financial service business with its focus on bagkirhe Group raises funds mostly
by taking deposits from local small and mid-sizeteeprises and individuals and
through fund investments mostly by originating lsan local small and mid-sized

enterprises and individuals and investing in séiesi primarily bonds.

Since these financial assets and liabilities armnamly subject to interest rate
fluctuation risk, the Group implements compreheasiasset and liability
management (ALM) to prevent adverse effects frotarest rate fluctuations, and
as part of such management, the Group conductsatieg transactions.

b) Content of financial instruments and their risks

Nature of financial instruments

The financial assets held by the Group consishaniiy of loans and securities.
The loans primarily consist of those extended temmises and individuals in
Japan, while the securities include national gawemt bonds, local
government bonds, corporate bonds, stocks and sécerities.

The financial liabilities of the Group primarily Bsist of deposits taken from
enterprises and individuals in Japan.

The Group engages in derivative transactions diefy interest rate swaps,
currency swaps, and forward foreign exchange cotstran order to hedge risks
arising from the Group’s assets and liabilities.

Risks of financial instruments

Credit risk represents risk of loss from a finahcasset becoming a
nonperforming asset due to poor performance obtod®f a loan or an issuer
of a security instrument. The Group’s loans andisees are widely spread
across different types of industry and enterprisesl there is no significant
concentration.

Market risk encompasses interest rate risk thaesents risk of a decrease in
financial profit due to fluctuation of interest eat It also encompasses price
fluctuation risk that represents risk of loss fréloctuation of bond or stock
prices. The Bank holds little foreign exchange.risk

Liquidity risk consists of funding liquidity riskepresenting risk that an entity
faces the difficulty in funding when necessary amdrket liquidity risk
representing risk that an entity cannot conductmabrtrading due to market
disorder.
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The Group’s derivative transactions are only fedding purposes, and the risks
are estimated to be limited.

c) Risk management structure for financial instrotae

Credit risk management

The Bank has established the Credit Risk ManageRel&s to control credit
risk appropriately through individual credit managmt and credit portfolio
management, and to ensure the soundness and dpfaoess of operations by
securing appropriate revenue commensurate with risk

In credit risk management, the credit risk managemeéepartment is

responsible for developing credit rating systemsngifying credit risk, and

managing the credit portfolio for the purpose ofessing the risk of loans
objectively, and the credit screening departmeihickvis independent of the
credit risk management and sales departmentsspsmnsible for screening and
managing individual cases and borrower ratings.

In addition, the credit risk management departna the credit screening
department periodically report on the status oflitnesk to the Asset Liability
Management Committee and other committees, and Atseet Liability
Management Committee assesses the status of ostdéind deliberates on
adjustments to asset and liability strategies.

Market risk management

The Bank has established the Market Risk Managem@mtiples and Market

Risk Management Rules, and has developed a systapptopriately manage
market risk, with the basic stance of securinglstabvenue by assuming a
certain amount of manageable risk and improvingsthendness of assets.

The market risk management system is designedsioreeffective checks and
balances by establishing front offices for exeautimarket transactions, back
offices for managing the administration of marketnsactions, and middle
offices for managing market risks separately in dbpartments in charge of
markets.

In addition, the Bank has established a market nmskhagement control
department, which is independent of the market saléds departments, to
supervise and manage overall market risk.

The market risk management control department messwanalyses, and
evaluates market risks by identifying risks to banaged based on the scale
and characteristics of the risks faced by the Bahle. department also reports
to the Asset Liability Management Committee ongtatus of market risk, the
status of compliance with limits, and the resuftassessments such as stress
tests under the assumption of significant marketflations, and deliberates on
asset and liability strategies and measures toaam@rket risk.
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Quantitative information on market risk management

The Bank employs Value-at-Risk (“VaR”) to controbjor market risk, such
as interest rate risk and price fluctuation riskalRcial instruments that are
affected by interest rate risk are bonds inclugeskcurities, loans and deposits,
and those which are affected by price risk arekstand investment trusts
included in securities. The Bank employs the vamaand covariance method,
(the 6 month holding period, the 99% confidenceervell and the 1 year
observation period) and verifies the effectiversddbe VaR by periodical back
testing. The VaR, as at 31st March, 2022 and 2028 ¥89,798 million and
¥29,918 million (U.S.$224,059 thousand), respebtjvevhich comprises
interest rate risk of ¥20,452 million and ¥19,23%lliam (U.S.$144,057
thousand), respectively, and price fluctuation rigk¥19,346 million and
¥10,682 million (U.S.$80,002 thousand), respecyivEhe VaR represents the
risk volume that is calculated statistically basedthe probabilities derived
from the past market movements. Accordingly, uredéremely volatile market
conditions, risk may be underestimated.

Management of liquidity risk related to fund rag

The Bank manages its liquidity risk by diversifyirtg funding sources and
adjusting the balance of long and short-term fugd@mnconsideration of market
conditions. The Bank also strives to secure liguibly holding highly liquid
assets such as government bonds to ensure appeopma stable cash
management.

In addition, the Bank has formulated measures &b déh liquidity crises in
accordance with the degree of tightness of cash, fimd has established a
system to respond promptly and appropriately in e¢lrent of unforeseen
circumstances.

d) Supplementary explanation about fair value mdificial instruments

Since certain assumptions are used in calculatweg fair value of financial
instruments, the result of such calculation mayyvadifferent assumptions are
used.
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2. Fair value of financial instruments

The carrying value, the fair value and the diffex@ as of 31st March, 2022 and 2023
are summarized in the following table. Shares, tet do not have a market price and
investments in partnership are not included ifdiewing table (see *1). Cash and due
from banks, call loans and bills purchased, debtimsed, foreign exchange (assets and
liabilities), call money and bills sold, and payablnder securities lending transactions
are mainly settled in a short period of time aretéfore are not stated because their fair
value approximates their carrying value.

Carrying Fair
At 31st March, 2023 value value Difference
(Millions of yen)

Trading account securities:

Trading securities ¥ 26 y 26 ¥ _
Money held in trust 2,000 2,000 -
Securities:

Available-for-sale securities (*1) 787,041 787,041 -
Loans and bills discounted 1,979,584

Reserve for possible loan losses (*2) (15,103)

1,964,480 1,963,985 (495)
Total assets ¥ 2,753,547 ¥ 2,753,052 ¥ (495)
Deposits ¥ 3,088,011 ¥ 3,088,039 ¥ 27
Borrowed money 8,359 8,360 1
Total liabilities ¥ 3006370 ¥ 3096399 ¥ 28

Derivative transactions (*3)
To which hedge accounting is not

applied ¥ (1,688) ¥ (1,688) ¥ -
To which hedge accounting is
applied (*4) (1,647) (1,647) -
Total derivative transactions ¥ (3,336) ¥ (3,336) ¥ _
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Carrying Fair
At 31st March, 2023 value value Difference
(Thousands of U.S dollars)

Trading account securities:

Trading securities $ 196 $ 196 $ _
Money held in trust 14,978 14,978 -
Securities:

Available-for-sale securities (*1) 5,894,115 5,894 -
Loans and bills discounted 14,825,015

Reserve for possible loan losses (*2) (113,112)

14,711,903 14,708,194 (3,709)
Total assets $ 20,621,192 $20,617,483 $(3,709)
Deposits $ 23,125,977 $23,126,184 $ 207
Borrowed money 62,602 62,612 10
Total liabilities $ 23,188,579 $23,188,796  $ 217

Derivative transactions (*3)
To which hedge accounting is not

applied $ (12,647) $ (12,647) $ -
To which hedge accounting is
applied (*4) (12,339) (12,339) -
Total derivative transactions $ (24,986) $ (24,986) $ -

Available-for-sale securities include investmerusts to which the treatment in
Paragraph 24-9 of “Implementation Guidance on Aotiog Standard for Fair Value

Measurement” (ASBJ Guidance No. 31, issued on dutie, 2021) is applied to deem
the net asset value to be the fair value.

General and specific reserves for possibla lmsses are deducted from the related
loans.

Derivative transactions include all derivatsveecorded in other assets and other
liabilities. Assets and liabilities arising fromrdeative transactions are shown on a net
basis.

Interest rate swaps, etc., designated as hgdgistruments to fix the cash flows of
securities and other items that are the hedgedsjteme mainly accounted for as
deferred hedges. “Revised Practical Solution onTileatment of Hedge Accounting
for Financial Instruments that Reference LIBOR"TPIN0.40, issued on 17th March,
2022) is applied to these hedging relationships.
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Carrying Fair
At 31st March, 2022 value value Difference
(Millions of yen)

Trading account securities:

Trading securities ¥ 9 ¥ 9 v _
Money held in trust 1,980 1,980 -
Securities:

Available-for-sale securities 926,669 926,669 -
Loans and bills discounted 1,912,228

Reserve for possible loan losses (*1) (14,747)

1,897,480 1,919,210 21,730
Total assets ¥ 2,826,140 ¥ 2,847,870 ¥21,730
Deposits ¥ 3,071,775 ¥ 3,071,814 ¥ 39
Borrowed money 281,177 281,179 2
Total hiabilities ¥ 3352952 ¥ 3352004 ¥ 41

Derivative transactions (*2)
To which hedge accounting is not

applied ¥ (6,533) ¥ (6,533) ¥ -
To which hedge accounting is
applied (*3) (2,805) (2,805) -
Total derivative transactions ¥ (9,338) ¥ (9,338) ¥ _

(*1) General and specific reserves for possibla lmsses are deducted from the related
loans.

(*2) Derivative transactions include all derivatveecorded in other assets and other
liabilities. Assets and liabilities arising fromrdetive transactions are shown on a net
basis.

(*3) Interest rate swaps, etc., designated as hgdgistruments to fix the cash flows of
securities and other items that are the hedgedsjteme mainly accounted for as
deferred hedges. “Revised Practical Solution onTtleatment of Hedge Accounting
for Financial Instruments that Reference LIBOR"TPIN0.40, issued on 17th March,
2022) is applied to these hedging relationships.

28



14. Financial Instruments and Related Disclosures¢ntinued)

(Note 1) The carrying amounts of shares, etc. ttmtnot have a market price and
investments in partnership are summarized in theviing table. These are not
included in “Available-for-sale securities” as pafithe fair value information of
financial instruments.

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)
Shares, etc. that do not have ¥11,182 ¥11,061 $82,837
a market price (*1)(*2)
Investments in partnership (*3) 7,972 11,028 82,594

(*1) Shares, etc. that do not have a market pnickeide unlisted equity securities and
are not subject to fair value disclosure in accocdawith Paragraph 5 of the
“Implementation Guidance on Disclosures about Féaalue of Financial
Instruments” (ASBJ Guidance No. 19, issued on B34ainch, 2020).

(*2) The Group recognized impairment losses oristed equity securities in the
aggregate amount of ¥45 million and nil for thergeanded 31st March, 2022
and 2023, respectively.

(*3) Investments in partnership are not subjedatovalue disclosure in accordance
with Paragraph 24-16 of the “Implementation Guidaan Accounting Standard
for Fair Value Measurement” (ASBJ Guidance No. 8%ued on 17th June,
2021).
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(Note 2) Repayment schedule of monetary receivaates securities with contractual

maturities
Due after Due after Due after Due after
one year threeyears five years seven years
Due in one through through through through Due after
At 31st March, 2023 year or less three years five years sevenyears tenyears tenyears
(Millions of yen)
Due from banks ¥379,612 ¥ - ¥ - ¥ - ¥ — ¥ -
Call loans and bills purchased 466
Debt purchased 12,473 - - - - -
Securities: 25,117 89,582 228,649 65,470 145,793 8,063
Available-for-sale securities
with maturities: 25,117 89,582 228,649 65,470 145,793 128,055
Government bonds - 500 - - 5,500 109,000
Local government bonds 3,352 30,104 100,098 27,664 72,248 3,761
Corporate bonds 14,059 30,945 70,877 26,801 7,000 -
Other 7,705 28,032 57,673 11,004 61,044 15,294
Loans and bills discounted (*) 375,841 342,240 297,169 190,111 244,863 499,519
Total ¥793,511 ¥431,822 ¥525,818 ¥255582 ¥390,656 ¥627,575
Due after Due after Due after Due after
one year threeyears five years seven years
Due inone through through through through Due after
At 31st March, 2023 year or less three years five years sevenyears tenyears tenyears
(Thousands of U.S. dollars)
Due from banks $2,842,899% - $ - $ - $ - $ -
Call loans and bills purchased 3,493
Debt purchased 93,413 - - - - -
Securities: 188,104 670,876 1,712,344 490,307 1,091,839 959,004
Available-for-sale securities
with maturities: 188,104 670,876 1,712,344 490,307 1,091,839 959,004
Government bonds - 3,745 - - 41,189 816,296
Local government bonds 25,104 225,449 749,630 207,178 541,064 28,166
Corporate bonds 105,294 231,746 530,797 200,717 52,423 -
Other 57,706 209,936 431,917 82,412 457,163 114,542
Loans and bills discounted (*) 2,814,663 2,563,023 2,225,486 1,423,738 1,833,772 3,740,879
Total $5,942 572 $3,233,899 $3,937,830 $1,914,045 $2,925,611 $4,699,883

(*) Loans and bills discounted do not include ¥8,68illion (U.S.$65,122 thousand) of
receivables such as those due from bankrupt octefédy bankrupt borrowers, since it
is not certain when they can be collected or redeerand ¥21,142 million
(U.S.$158,331 thousand) of receivables which dchawt fixed maturity dates.
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Due after  Due after  Due after  Due after
one year threeyears five years seven years
Due inone through through through through Due after

At 31st March, 2022 year or less three years five years sevenyears tenyears tenyears
(Millions of yen)
Due from banks ¥610,124 ¥ - ¥ - ¥ - ¥ - ¥ -
Debt purchased 13,718 - - - - -
Securities: 51,286 96,617 213,746 182,267 166,040 7,418
Available-for-sale securities
with maturities: 51,286 96,617 213,746 182,267 166,040 87,415
Government bonds - 22,500 - - 5,500 79,000
Local government bonds 12,291 13,754 93,275 91,236 79,126 5,596
Corporate bonds 13,670 26,041 43,382 55,145 23,100 -
Other 25,323 34,321 77,087 35,885 58,313 2,819
Loans and bills discounted (*) 368,359 315,424 269,013 196,404 242,623 489,580
Total ¥1,043,488 ¥412,041  ¥482,759 ¥378,671 ¥408,663 ¥576,996

(*) Loans and bills discounted do not include ¥8 48illion of receivables such as those
due from bankrupt or effectively bankrupt borrowesisice it is not certain when they

can be collected or redeemed and ¥22,333 millioradivables which do not have fixed
maturity dates.
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(Note 3) Repayment schedule of bonds, borrowed snarel other interest bearing
liabilities
Due after Due after Due after Due after
one year threeyears fiveyears seven years
Due in one through through through through ten  Due after
At 31st March, 2023 year or less three years five years seven years years ten years
(Millions of yen)
Deposits (*) ¥2,861,553 ¥204,522 ¥20,893 ¥424 ¥617 ¥—
Payables under securiti
lending transactiol 33,874 - - - - -
Borrowed money 7,076 878 276 45 43 39
Total ¥2.902,504 ¥205,401 ¥21,170 ¥469 ¥660 ¥39
Due after Due after Due after Due after
one year threeyears fiveyears seven years
Due in one through through through through Due after
At 31st March, 2023 year or less three years five years sevenyears ten years ten years
(Thousands of dollars)
Deposits (*) $21,430,039 $1,531,662 $156,473 $3,177 $ 4,626 $-
Payables under securiti
lending transactiol 253,687 - - - - -
Borrowed money 52,999 6,578 2,068 341 323 293
Total $21,736,725 $1,538,240 $158,541 $ 3,518 $4,949 $293
(*) Demand deposits are classified into “Due in gear or less” of deposits.
Due after Due after Due after Due after
one year threeyears fiveyears seven years
Due in one through through through through ten  Due after
At 31st March, 2022 year or less three years five years seven years years ten years
(Millions of yen)
Deposits (*) ¥2,802,340 ¥247,725 ¥20,621 ¥527 ¥559 ¥—
Call money and bills sold 13,487 - - - - -
Payables under securiti
lending transactiol 57,330 - - - - -
Borrowed money 274,386 6,021 619 49 50 49
Total ¥3,147,544 ¥253,746 ¥21,241 ¥577 ¥609 ¥49

(*) Demand deposits are classified into “Due in gear or less” of deposits.
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3. Fair value information by level within the famlue hierarchy

The fair value of financial instruments is clasaiffinto the following three levels according
to the observability and materiality of inputs useaneasure fair value.

Level 1 fair value:  Fair value measured using oladge inputs, i.e. quoted prices
in active markets for assets or liabilities that e subject of
the measurement.

Level 2 fair value:  Fair value measured using oladge inputs other than Level 1
inputs.

Level 3 fair value:  Fair value measured using weotable inputs.

If multiple inputs are used that are significantie fair value measurement, the fair value
measurement is categorized in its entirety in #eell of the lowest level input that is
significant to the entire measurement.

(1) Financial instruments measured at fair value

Fair Value
At 31st March, 2023 Level 1 Level 2 Level 3 Total
(Millions of yen)
Money held in trust ¥ - ¥ 2,000 ¥ - ¥ 2,000
Trading account securities and
securities:

Trading securities
Government bonds and local
government bonds 26 - - 26
Available-for-sale securities
Government bonds and local

government bonds 112,266 235,102 - 347,368
Corporate bonds - 108,229 40,555 148,785
Stocks 40,233 - - 40,233
Other securities 57,686 179,036 - 236,722

Derivative transactions:

Foreign exchange related - 1,699 - 1,699
Total assets ¥ 210,211 ¥ 526,068 ¥ 40,555 ¥ 776,836
Derivative transactions:

Interest rate related ¥ - ¥ 1,647 ¥ - ¥ 1,64

Foreign exchange related - 3,383 - 3,383

Credit derivatives - - 4 4
Total liabilities ¥ - ¥ 5,031 ¥ 4 ¥ 5,035
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Fair Value
At 31st March, 2023 Level 1 Level 2 Level 3 Total
(Thousands of dollars)
Money held in trust $ - $ 14,978 $ - $14,978
Trading account securities and
securities:

Trading securities
Government bonds and local
government bonds 196 - - 196
Available-for-sale securities
Government bonds and local

government bonds 840,756 1,760,672 - 2,601,428
Corporate bonds - 810,528 303,721 1,114,249
Stocks 301,306 - - 301,306
Other securities 432,009 1,340,798 - 1,772,807

Derivative transactions:

Foreign exchange related - 12,725 - 12,725
Total assets $ 1,574,267 $3,939,701 $ 303,721 $5,817,689
Derivative transactions:

Interest rate related $ — $ 12,339 $ - $ 2,33

Foreign exchange related - 25,340 - 25,340

Credit derivatives - - 32 32
Total liabilities $ - $ 37,679 $ 32 $ 37,711

(*1) Not included in the table above are investnteimgts to which the treatment in Paragraph 24-
9 of the Guidance on Fair Value Measurement isiegppihereby net asset value is treated as
fair value. The amount of such investment trusthéconsolidated balance sheets is ¥13,930
million (U.S.$104,325 thousand).
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(*2) A reconciliation from the beginning balancesthe ending balances of investment trusts to
which the treatment in Paragraph 24-9 is applied

(Thousands of
For the year ended 31st March, 2023 dollars)

Beginning balance...........c..ccocovveiiviieceeeie e ¥13,208 $98,921
Profit or loss or other comprehensive income fergeriod
Recorded in profit or oSS (&) ......cccevvvmmcceeeeeiieeieeennn. — —
Recorded in other comprehensive income (b) ......... 371 2,781
Purchases, sales, issuances, and settlements.(net)..... 350 2,623
The amount by which the net asset value of
the investment trusts is deemed to be the fairevalu..... — —
The amount by which the net asset value of
the investment trusts is not deemed to be the/édire .. — —
Ending balance..........c..ccooveiieiiii e ¥13,930 $104,325
Gains or losses on valuation of investment trusts
held at the end of the fiscal year included in praf loss

for the Period (2) .......ccoveeeveeiree et ¥— $—

(Millions of yen)

(@) Included in “other operating income” and “othaperating expenses” in the consolidated
statements of income.

(b) Included in “unrealized losses on securitiegider “other comprehensive income” in the
consolidated statements of comprehensive income.
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Fair Value
At 31st March, 2022 Level 1 Level 2 Level 3 Total
(Millions of yen)
Money held in trust ¥ - ¥ 1,980 ¥ - ¥ 1,980
Trading account securities and
securities:
Trading securities
Government bonds and local
government bonds 9 - - 9
Available-for-sale securities
Government bonds and local
government bonds 112,749 295,058 - 407,808
Corporate bonds - 124,910 36,173 161,084
Stocks 48,981 - - 48,981
Other securities 57,479 84,954 - 142,433
Derivative transactions:

Foreign exchange related - 203 - 203
Total assets ¥ 219,219 ¥ 507,107 ¥ 36,173 ¥ 762,500
Derivative transactions:

Interest rate related ¥ - ¥ 2,805 ¥ - ¥ 2,80

Foreign exchange related - 6,736 - 6,736
Total liabilities ¥ - ¥ 9542 ¥ - ¥ 9,542

(*) Notincluded in the table above is investmeuasts to which the transitional measures stipulated
in Article 5, Paragraph 6 of the Supplementary Bious of the “Cabinet Office Ordinance for
Partial Revision of the Regulation on Terminoloddgrms, and Preparation Methods of
Financial Statements” (Cabinet Office Ordinance ®assued on 6th March, 2020) are applied.
The amount of such investment trusts in the codatdd balance sheets is ¥166,362 million.
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(2) Financial instruments other than those measurédratalue

Fair Value
At 31st March, 2023 Level 1 Level 2 Level 3 Total
(Millions of yen)
Loans and bills discounted ¥ - ¥ 1,963,985 ¥ 1,963,985

Total assets

Deposits
Borrowed money

¥ - ¥ 1,963,985 ¥ 1,963,985

¥ 3,088,039 ¥ -
8,360 - 8,360

Total liabilities ¥ 3,096,399 ¥ - ¥ 3,096,399
Fair Value
At 31st March, 2023 Level 1 Level 2 Level 3 Total
(Thousands of dollars)
Loans and bills discounted $ — $ 14,708,194 $ 14,708,194
Total assets $ - $ 14,708,194 $ 14,708,194
Deposits $ $23,126,184 $ - $ 23,126,184
Borrowed money 62,612 - 62,612
Total liabilities $23,188,796 $ - $ 23,188,796
Fair Value
At 31st March, 2022 Level 1 Level 2 Level 3 Total
(Millions of yen)
Loans and bills discounted ¥ - ¥ 1,919,210 ¥ 1,919,210

Total assets
Deposits
Borrowed money

Total liabilities

¥ - ¥1,919,210 ¥1,919,210

¥ 3,071,814 ¥ -
281,179 - 281,179

¥ 3,352,994 ¥ - ¥ 3,352,994

(Note 1) A description of the valuation techniquesd inputs used in the fair value

measurements

Assets:
Money held in trust

For money held in trust whose main purpose is tmaga securities, securities that are
components of assets held in trust are classifiedeael 2 fair value based on the level of
the components, which is based on prices quotemiygspondent financial institutions.

Trading account securities and securities

Trading account securities and securities for whithdjusted quoted market prices in active
markets are available are classified as Levelrlvidue. This mainly includes listed equities

and government bonds. If the market is not acaven if published quoted market prices are
used, the securities are classified as Level Z&ire. This mainly includes local government
bonds and corporate bonds. Investment trusts thaot have trading prices in the market
are classified as Level 2 fair value with the neted value as the fair value if there are no
material restrictions that would require compemsafor the risk from market participants

with respect to cancellation or repurchase requests
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For privately placed bonds guaranteed by the Biwekfair value is calculated by discounting

the total amount of principal, interest, etc. bg thiscount rate that incorporates credit risk
and other risk factors for each category basedinrial rating and term, and is classified as
Level 3 fair value because the discount rate idsanvable.

Loans and bills discounted

For loans and bills discounted, the fair valuealkwlated by discounting the total amount of
principal and interest by a discount rate thatexdfl the market interest rate and credit risk,
etc., for each loan category based on loan typernal rating and term. Of these, those with
floating interest rates reflect market intereseésan a short period of time, and if the credit
conditions of the borrower have not changed sigaifily since the loan was executed, the
carrying value is used as the fair value becausddin value approximates carrying value.
For loans to bankrupt, substantially bankrupt akely to go bankrupt borrowers, reserve
for possible loan losses is provided based ontbsept value of estimated future cash flows
or the amount expected to be collected throughatmthl and guarantees, etc. As the fair
value approximates the amount of loans less theuatraf reserve for possible loan losses
on the consolidated balance sheets as of the etie discal year, this value is used as the
fair value and classified as Level 3 fair value.

Liabilities:

Deposits

For demand deposits, the carrying value is useth@dair value. The fair value of time
deposits and negotiable certificates of depositilsulated based on the discounted present
value of estimated future cash flows discounteth@trate applicable to new acceptances of
the same type of deposits for the remaining pesiddne, broken down by a certain period.
For foreign currency deposits and nonresident ygosits, the carrying value is used as fair
value because the contractual maturity is short ed fair value and carrying value
approximate each other. These transactions argfetalsas Level 2 fair value.

Borrowed money

For transactions with short remaining maturitiése tarrying value is used as fair value
because fair value is assumed to approximate tigmg value. For transactions with long
remaining maturities, the present value of estichdtgure cash flows discounted by the
replacement rate for similar instruments in the kaaup to the remaining maturity is used
as fair value. These transactions are classifidceasl 2 fair value.

Derivative transactions

Derivative transactions are mainly over-the-coutri@nsactions and there are no published
guoted market prices. Therefore, the fair valual@iivative transactions is based on the
discounted present value of future cash flows agibo pricing models using inputs such as
interest rates, foreign exchange rates, and vityatilepending on the type of transaction and
maturity of the transaction. When unobservable ta@ue not used or their effects are not
material, the fair value is classified as LevebR f/alue, which includes interest rate swap
transactions and currency swap transactions. Whebservable inputs are used, the fair
value is classified as Level 3 fair value. Thiduies credit derivatives.

38



14. Financial Instruments and Related Disclosures¢ntinued)

(Note 2) Information about Level 3 fair value afdncial instruments measured at fair value

(1) Quantitative information on significant unobsgasle inputs

For the year ended Valuation u?c?bnslfelzf\?;tt)le Scope of :Xglrghfgf
31st March, 2023 techniques . inputs . g
inputs inputs
Probability of 0.06% to 0.93%
_ N default 12.65%
Trading "’:jccount_s_ecu”“ Loss given | 43.65% to 64.02%
a,n securities Present value default 81.54%
Available-for-sale .
o technique Rate of
securities ¢
Corporate bonds prepaymen — —
prior to
maturity
Derivative transactions | Present valug Probability of 0.34% to 7.53%
Credit derivatives technique default 12.65%
For the year ended Valuation u?c?bnslfelzf\?;tt)le Scope of :Xglrghfgf
31st March, 2022 techniques . inputs . 9
inputs inputs
Probability of 0.03% to 0.62%
_ N default 12.39%
Trading e:jccount's'ecurltl Loss given 36.72% to 63.22%
a,n securities Present value default 81.44%
Available-for-sale .
- technique Rate of
securities ¢
Corporate bonds prepaymen — —_
prior to
maturity
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(2) A reconciliation from the beginning balances to ¢éimeling balances and gains or losses
on valuation of financial assets and financialiliabs held at the end of the reporting
period included in profit or loss for the period

Securities
Available-for-sale securities
Corporate bonds

(Millionsof yeny ~ (Tnousands of

For the year ended 31st March, 2023 dollars)
Beginning balance............c.ccccccviiiivicvceeee ¥36,173 $270,902
Profit or loss or other comprehensive income far th
period

Recorded in profit or 0SS (*1) .......vvvuviiccceenneee. 1 12

Recorded in other comprehensive income (*2) ...... (371) (2,784)
Purchases, sales, issuances, and settlements.(net) 4,752 35,591

Transfer into Level 3 (*3) ...ooeeeeiiiiiiiiiiceeeeeeeeeeeeeeeee — —
Transfer out of Level 3 (*4) ..oooovvvvievviieeeee, — —
Ending balance.............cccooveeiiiiiiiieeeeeee e ¥40,555 $303,721
Gains or losses on valuation of financial asset an

financial liabilities held at the end of the fiscadar

included in profit or loss for the period (*1)............. ¥— $—

Derivative transactions
Credit derivatives

(Millionsof yen) ~ (Thousands of
For the year ended 31st March, 2023 dollars)
Beginning balance..........c..ccccooeveevveceeeeeee e ¥— $—
Profit or loss or other comprehensive income far th
period
Recorded in profit or 0SS (*1) ......cccvvvieeemnneneee. (4) (32)

Recorded in other comprehensive income (*2) ...... — —
Purchases, sales, issuances, and settlements.(net) — —
Transfer into Level 3 (*3) ...oovvvvviviiiiiiceeeeeeeeeeeeeee, — —
Transfer out of Level 3 (*4) ..oooovvvvivviiieeeee, — —
Ending balance..........ccccccceeeiiiiiereeeeee e ¥(4) $32)
Gains or losses on valuation of financial assets an
financial liabilities held at the end of the fisgsar
included in profit or loss for the period (*1)......... ¥(4) $(32)

(*1) Included in “other operating income” and “eth operating expenses” in the
consolidated statements of income.

(*2) Included in “unrealized losses on securitiesitler “other comprehensive income” in
the consolidated statements of comprehensive income

(*3) Transferred from Level 2 fair value into Lev&fair value. Not applicable for the year
ended 31st March, 2023.

(*4) Transferred from Level 3 fair value into Le\&fair value. Not applicable for the year
ended 31st March, 2023.
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14. Financial Instruments and Related Disclosures¢ntinued)

Securities
Available-for-sale
securities
Corporate bonds
For the year ended 31st March, 2022 (Millions of yen)
Beginning balance.............ccccccvvvviiiieieeeenecceeceeeee, ¥34,464
Profit or loss or other comprehensive income fa th
period
Recorded in profit or 0SS (*1) ......cccvvvieeemnnnnnee. 1
Recorded in other comprehensive income (*2) ...... 41
Purchases, sales, issuances, and settlements.(net) 1,666

Transfer into Level 3 (*3) ...oovvvvvieiiiiiiiceeeeeeeeeeeeeee, —
Transfer out of Level 3 (*4) ..oovvvvviieiiiiiiece, —
Ending balance..........ccccooviiiiiiiiiiiiie e ¥36,173
Gains or losses on valuation of financial assets an

financial liabilities held at the end of the fisgsar

included in profit or loss for the period (*1)............ ¥—

(*1) Included in “other operating income” and *“eth operating expenses” in the
consolidated statements of income.

(*2) Included in “unrealized losses on securitiesier “other comprehensive income” in
the consolidated statements of comprehensive income

(*3) Transferred from Level 2 fair value into Lev&fair value. Not applicable for the year
ended 31st March, 2022.

(*4) Transferred from Level 3 fair value into Le\&fair value. Not applicable for the year
ended 31st March, 2022.

41



14. Financial Instruments and Related Disclosures¢ntinued)
(3) A description of valuation processes used forfalue measurements

The Group’s back office has established policiesl amocedures regarding the
calculation of fair value and the use of fair vamedels, and calculates fair value in
accordance with these policies and proceduresfdihgalue calculated is verified by

an independent valuation department to ensure ppeopriateness of the valuation
techniques and inputs used to calculate fair vand the appropriateness of the
classification of fair value levels. The resultstoé verification are reported to the back
office each period to ensure the appropriatenettsediir value calculation policies and
procedures.

In calculating fair value, the Group uses valuatimodels that most appropriately reflect
the nature, characteristics, and risks of indivicdissets.

(4) A description of sensitivity of the fair value maasment to changes in significant
unobservable inputs

Probability of default

The probability of default is an estimate of theelihood that a bankruptcy event will
occur and the contract amount will not be recovefiear privately placed bonds
guaranteed by the Bank, a significant increaseréase) in the probability of default
will result in a significant decrease (increase)fair value. For credit derivatives, a
significant increase (decrease) in the probabditylefault will result in a significant
increase (decrease) in fair value.

Loss given default

The loss given default is the ratio of losses etqubto be incurred in bankruptcy to the
total outstanding amount of bonds or loans, arghigstimate calculated based on the
actual defaults of counterparties in the past. grorately placed bonds guaranteed by
the Bank, a significant increase (decrease) inlake given default will result in a
significant decrease (increase) in fair value.
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15. Fair Value of Securities

Fair value and valuation differences of securiis®f 31st March, 2022 and 2023 and other
relevant information were summarized as follows.usies below include trading securities
classified as trading account securities, negaiabltificates of deposit included in “Cash
and due from banks.” The same definition was apgphethe following tables.

(@) Trading securities

2022 2023 2023
(Millions of yen) (Thousands of
U.S dallars)
Valuation loss included in income for
the year ¥(0) ¥(0) $(0)

(b) Available-for-sale securities

Available-for-sale securities, whose carrying esliexceeded the acquisition costs at
31st March, 2022 and 2023 were summarized as fellow

2023
Carrying Acquisition Carrying Acquisition
value cost Difference value cost Difference
(Millions of yen) (Thousands of U.S. dollars)
Stocks ¥ 34,669 ¥ 19,059 ¥15,610 $ 259,640 $ 142,735 $116,905
Bonds:
Nkf‘é'r?(;‘;" government g4 564 78,733 1,530 601,096 589,634 11,462
ngz‘ggo"emme”t 70,018 69,831 187 524,363 522,962 1,401
Corporate bonds 57,193 57,100 93 428,320 427,621 699
Other securities 71,288 68,353 2,935 533,878 511,893 21,985
Total ¥313,434 ¥293,077 ¥20,356 $2,347,297 $2,194,845 $152,452
2022
Carrying Acquisition
value cost Difference
(Millions of yen)
Stocks ¥ 41,432 ¥ 21,166 ¥20,266
Bonds:
National government 78,843 73,612 5,230
bonds
Local goverment 412 556 116,933 392
bonds

Corporate bonds 91,590 91,243 347
Other securities 143,344 137,379 5,965
Total ¥472,537 ¥440,335 ¥32,201
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15. Fair Value of Securities (continued)

Available-for-sale securities, whose carrying ealdid not exceed the acquisition cost~
at 31st March, 2022 and 2023 were summarized ksvigil

2023
Carrying Acquisition Carrying Acquisition
value cost Difference value cost Difference
(Millions of yen) (Thousands of U.S. dollars)
Stocks ¥ 5563 ¥6,365 ¥(802) $41666 $47,674 $(6,008)
Bonds:
Nkf‘é'r?(;‘;" government 55 001 32,921 (919) 239,660 246,546  (6,886)
ngz‘ggo"emme”t 165,084 167,474  (2,390) 1,236,308 1,254,207  (17,899)
Corporate bonds 91,592 92,574 (981) 685,930 693,284 (7,354)
Other securities 179,364 189,076 (9,712) 1,343,254 1,415,988 (72,734)
Total ¥473,606 ¥488,412 ¥(14,805) $3,546,818 $3,657,699 $ (110,881)
2022
Carrying Acquisition
value cost Difference
(Millions of yen)

Stocks ¥7548 ¥8,532 ¥ (983)
Bonds:
National government 33.906 35.118 (1,211)
bonds
Local government 02 751 178955  (1,223)
bonds
Corporate bonds 69,493 70,093 (600)
Other securities 165,451 173,656 (8,204)
Total ¥454,132 ¥466,356 ¥(12,223)
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15. Fair Value of Securities (continued)

(c) Available-for-sale securities sold during treay
Proceeds and aggregate gains and losses of dedibaisale securities for the years
ended 31st March, 2022 and 2023 were as follows:

2023
Proceeds Proceeds
from sales Gains Losses from sales Gains Losses
(Millions of yen) (Thousands of U.S. dollars)
Stocks ¥ 11,89¢ ¥ 4,03¢ ¥ 44 $ 89,071 $30,21( $33C
Bonds
Nt?é'ﬁ;a' governmer 351200 13,878 11,908 2,405,454 103,934 89,181
ngﬁhgo"emme” 73,550 1,057 380 550,815 7,917 2,850
Corporate bonc 14,32¢ 12 67t 107,30 94 5,057
Other securities 162,40« 3,68: 10,57¢ 1,216,24. 27,57¢ 79,20¢
Total ¥583,37¢ ¥22,66: ¥23,58: $4,368,89 $169,73 $176,62!
2022
Proceeds
from sales Gains Losses
(Millions of yen)
Stocks ¥ 3,04¢ ¥ 1,217 ¥52
Bonds
National governmer
bond: 43,213 45 159
Local governmen
bond: 15,959 69 87
Corporate bonc 26,04 214 1
Other securities 102,49! 3,52( 3,057
Total ¥190,75: ¥5,06: ¥3,35]
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15.

(d)

(e)

Fair Value of Securities (continued)

Impairment on securities

Certain available-for-sale securities, with theeption of shares, etc. that do not have
a market price and investments in partnership, wlias value significantly declined
from the acquisition cost are valued at fair vatunel losses on devaluation of those
securities are recognized in the consolidated reé of income unless the value is
considered recoverable.

Impairment loss on securities for the years endasl [8larch, 2022 and 2023 were ¥842
million and ¥29 million (U.S.$221 thousand) on dyiecurities.

Determining whether the fair value is “significgntdeclined” is based on the
comparison of average fair values of one monthreejear end date and acquisition
costs. When the fair value declined more than 50%e acquisition cost, the Group
determined those to be significantly declined, whén the fair value declined between
30% and 50% of the acquisition cost, the Group exasthe credit risks of the issuers
and the trend of the fair value and business reslulting a certain past period to make
a determination.

Unrealized gains on securities

Unrealized gains on available-for-sale securittéslat March, 2022 and 2023 consisted
of the following:

2022 202z 202z
(Millions of yen) (Thousands of
U.S dallars)
Valuation difference
Available-for-sale securitie ¥19,78¢ ¥5,39¢ $40,40¢
Deferred tavliabilities (6,179 (a,744 (13,065
Non-controlling interest - - -
Bank’s ownership share in unrealiz
gains on available-for-sale securities
held by companies accounted for by
the equity method 211 220 1,651
Unrealized gains oavailablefor-sale
securities ¥13,820 ¥3,871 $28,994

Notes:

Unrealized gains on available-for-sale securit@sthe investment business limited
partnerships and associations of ¥86 million ar2il¥tillion (U.S.$907 thousand) for
the years ended 31st March, 2022 and 2023, resphgtivere included in “Available
-for-sale securities” in the breakdown of “Valuatidifferences.”
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16. Derivatives
(1) Derivative transactions to which hedge accounis not applied

The following shows contract amount or notionalngipal, fair value and related
valuation gain or loss and computation method wfialue with respect to derivatives
to which hedge accounting is not applied. Contessbunt or notional principal does
not represent the market risk exposure of derieatiansactions.

a) Interest rate related transactions at 31st M&@h2 and 2023
Nil.
b) Foreign exchange related transactions at 31stlivM2022 and 2023

2023
Contract amount Valuation
Total Over one year  Fair value gains (losses)
(Millions of yen)

Ovelr-the-counter

Currency sway ¥135,65¢ ¥104,78 ¥ 0 ¥ 0
Forward exchange
contracts
Solc 126,32 86 (1,713 (1,713
Bought 3,579 16 27 27
Total ¥(1,684) ¥(1,684)
2023
Contract amount Valuation
Total Over one year  Fair value gains (losses)

(Thousands of U.S. dollars)
Ovel-the-counter

Currency sway $1,015,94 $784,74 $7 $7
Forward exchange
contracts
Solc 946,07 64Et (12,831 (12,831
Bought 26,809 122 209 209
Total $(12,615) $(12,615)

Note: Transactions in the table above are stateteatair value and the related
valuation gains (losses) are reported in the canteteld statement of income.

2022
Contract amount Valuation
Total Over one year  Fair value gains (losses)
(Millions of yen)

Ovel-the-counter

Currency sway ¥85,62: ¥59,18" ¥ 0 ¥0
Forward exchange
contracts
Solc 147,371 7 (6,726 (6,726
Bought 3,984 - 193 193
Total ¥(6,533) ¥(6,533)

Note: Transactions in the table above are statd¢beafair value and the related
valuation gains (losses) are reported in the caohesteld statement of income.
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16. Derivatives (continued)

c) Equity related transactions at 31st March, 282@ 2023
Nil
d) Bond related transactions at 31st March, 20202823
Nil
e) Commodity related transactions at 31st MarcB224nd 2023
Nil
f)  Credit derivatives at 31st March, 2023
2023

Contract amount
Total Over one year  Fair value

Valuation
gains (losses)

(Millions of yen)
Ovel-the-counter
Credit default swa,

Solc ¥ - ¥- ¥- ¥-
Bought 215 215 4 4
Total ¥(4) ¥(4)
2023
Contract amount Valuation

Total Over one year  Fair value

gains (losses)

(Thousands of U.S. dollars)

Ovelr-the-counter
Credit default sway

Solc $- $- $- $-
Bought 1,610 1,610 (32) (32)
Total $(32) $(32)

Notes: 1. Transactions in the table above aredstatehe fair value and the related
valuation gains (losses) are reported in the caatesteld statement of income.
2. “Sold” represents credit risk-taking transacsicand “Bought” represents

credit risk-averting transactions.
Credit derivatives at 31st March, 2022 was nil.
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16. Derivatives (continued)

(2) Derivative transactions to which hedge accounis applied

With respect to derivatives to which hedge accognis applied, contract amount or
notional principal and fair value at the balanceettdate by transaction type and hedge
accounting method are as follows. Contract amounnhational principal does not
represent the market risk exposure of derivatiaedactions.

a) Interest rate related transactions at 31st Mar@h2 2nd 2023

202:
Hedge Major Contract amount
accounting hedged Over Fair
method Transaction type item Total one year value
(Millions of yen)
Principal Interest rate swa Loans anc
method Receivable floating rate  securities ¥100,000 ¥100,000 ¥(1,647)
Payable fixed ra (bonds)
Total - ¥(1.647
202:
Hedge Major Contract amount
accounting hedged Over Fair
method Transaction type item Total one year value
(Thousands of U.S. dollars)
Principal Interest rate swa Loans anc
method Receivable floating ratc ~ securities  $748,895 $748,895 $(12,339)
Payable fixed ra (bonds)
Total $(12,339
202z
Hedge Major Contract amount
accounting hedged Over Fair
method Transaction type item Total one year value
(Millions of yen)
Principal Interest rate swa Loans anc
method RecelvableT floating rate  securities ¥145,994 ¥132,508 ¥(2,805)
Payable fixed ra (bonds)
Total ¥(2,805

Note: For interest risks arising from financiakeis and liabilities, the Bank
applied the deferred method of hedge accounting.
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16. Derivatives (continued)
b) Foreign exchange related transactions at 31st Maa2f and 2023
Nil

c) Equity related transactions at 31st March, 282@ 2023
Nil

d) Bond related transactions at 31st March, 20222823
Nil
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17. Retirement Benefit Plans

The Bank maintains the cash balance pension plardaned benefit plan. On 1st October,
2017, the Bank transferred a part of its definedeliie corporate pension plan to a defined
contribution pension plan.

The consolidated subsidiaries have lump-sum paypians and net defined benefit liability
and severance benefit expenses are calculated tirgirggmplified method where liabilities
are recognized at the amount which would be reduioebe paid in accordance with the
internal rules if eligible employees retired at Haance sheet date.

Defined benefit plans

(1) The changes in projected benefit obligation (exicigdhe plans to which the simplified
method is applied) for the years ended 31st M&t8R2 and 2023 were as follows:

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)
Balance at beginning of year ¥ 28,982 ¥27,282 $204,315
Service cos 58< 54¢€ 4,092
Interest cos 194 22¢ 1,69¢
Actuarial (gain) los (483 (1,598 (11,974
Retirement benefits pe (1,993 (1,965 (14,723
Balance at end of year ¥ 27,282 ¥24,490 $ 183,406

(2) The changes in plan assets (excluding the plankitth the simplified method is applied)
for the years ended 31st March, 2022 and 2023 agefellows:

2022 202z 202z
(Millions of yen) (Thousands of
U.S dallars)
Balance at beginning of year ¥ 31,422 ¥31,250 $234,033
Expected return on plan as 722 81z 6,08t
Actuarial gain (los 602 (484 (3,630
Contributions from employ 49¢€ 48t 3,63¢
Retirement benefits pe (1,993 (1,965 (14,723
Balance at end of year ¥ 31,25( ¥ 30,09° $ 225,40
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17. Retirement Benefit Plans (continued)

(3) The changes in net defined benefit liability (irdilg the plans to which the simplified
method is applied) for the years ended 31st M&0B2 and 2023 were as follows:

Balance at beginning of year
Severance benefit expen
Retirement benefits pe

Balance at end of year

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)
¥ 75 ¥ 75 $ 566
4 4 32
(4) 3) (24)
¥75 ¥ 76 $574

(4) Reconciliation between the balances of projectetfieobligation and plan assets and
net defined benefit liability and net defined benhatset recorded on the consolidated
balance sheets (including the plans to which thmpkiied method is applied) as of 31st

March, 2022 and 2023 was as follows:

Funded projected benefit obligation
Plan assets at fair val

Unfunded projected beneobligatior

Net liability (asset) recorded on the consolide
balance sheets

Net defined benefit liabilit
Net defined benefit as:

Net liability (asset) recorded on tconsolidatec
balance sheets

202z 202: 202:
(Millions of yen) (Thousands of
U.S dollars)
¥ 27,282 ¥24,490 $ 183,406
(31,250 (30,097 (225,400
(3,968 (5,607 (41,994
75 76 574
(3,892)  (5,530) (41,420)
75 76 574
(3,968 (5,607 (41,994
¥ (3,892) ¥ (5,530) $(41,420)
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17. Retirement Benefit Plans (continued)

(5) Components of severance benefit expenses for thes ynded 31st March, 2022 and
2023 were as follows:

202z 202: 202:
(Millions of yen) (Thousands of
U.S dollars)
Service cost ¥ 583 ¥ 546 $ 4,092
Interest co:s 194 22¢ 1,69¢
Expected return on plan as¢ (722 (812 (6,085
Amortization of actuarial lo: 104 (57) (429
Amortization of prior service cc (94) (94) (708
Severance beneiexpenses calculated using-
simplified method 4 4 32

Total ¥ 69 ¥ (187 $(1,402

(6) The components of remeasurements of defined beplefis in other comprehensive
income (before applicable tax effect) for the yearded 31st March, 2022 and 2023 were
as follows:

2022 202z 202z
(Millions of yen) (Thousands of
U.S dollars)
Prior service cost ¥ (94 ¥ (99 $ (708)
Actuarial gain (los¢ 1,191 1,05¢ 7,91«
Total ¥1,09¢ ¥ 96z $7,20¢

(7) The components of remeasurements of defined beplits in accumulated other
comprehensive income (before applicable tax effastpf 31st March, 2022 and 2023
were as follows

202z 202: 202:
(Millions of yen) (Thousands of
U.S dollars)
Unrecognized prior service cost ¥94 ¥ - $-
Unrecognized actuarigain (loss 85¢ 1,91¢ 14,34¢
Total ¥953 ¥1,916 $14,349
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17. Retirement Benefit Plans (continued)
(8) Plan assets

a) The components of plan assets as of 31st Marcl2 20@ 2023 were as follows:

2022 2023
Bonds 26% 26%
Stock: 34 31
Life insurancegeneral accou 32 31
Other: 8 12
Total 100% 100%

There were no retirement benefit trusts establisbedorporate pension plans.
b) Expected long-term rate of return

The expected long-term rate of return on plan assedetermined considering current
and expected distribution of plan assets and leng-trate of return derived from
various components of the plan assets.

(9) Principal assumptions used for the actuarial catead (Each figure is the weighted
average rate.) for the years ended Blastch, 2022 and 2023 were as follows:

2022 202z
Discount rat 0.8% 1.3%
Expected lon-term rate of return on plan as¢ 2.2 2.€
Retirement ral 4.€ 5.€
Estimated rate of increase in sa 5.2 5.2

Defined contribution plans
The amount to be contributed to the Bank’s defioedtribution plan for the years ended

31st March, 2022 and 2023 were ¥117 million and%¥frillion (U.S.$866 thousand),
respectively.
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18. Leases Transactions (Lessees’ Accounting)

(1) Finance leases

Lease assets under finance leases that do nefdraswnership consist of automated
teller machines and office equipment.

(2) Operating leases

Future minimum lease payments subsequent to 3asthiy12022 and 2023 for non-
cancellable operating leases are summarized asviall

2022 2023 2023
(Millions of yen) (Thousands of
U.S dallars)
Year ending 31st March,
Due within one year ¥147 ¥112 $842
Due after one year 327 345 2,589
Total ¥475 ¥458 $3,431
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19. Stock Option Plans

The following stock option plan for certain direct@f the Bank was approved at the general
shareholders’ meeting.

Expenses related to stock options for the years@&Bdst March, 2022 and 2023 were nil.
The stock option outstanding during the year erglest March, 2023 was as follows:

2012 stock option 2013 stock option 2014 stock option 2015 stock option

Title and number of 9 directors of the 10 directors of the 10 directors of the 9 directors

persons granted Bank Bank Bank (excluding outside
directors) of the
Bank

Number of options 50,900 44,900 47,260 34,720
granted (*)

Date of grant 8th August, 2012 6th August, 2013 hXigust, 2014 11th August, 2015

Exercise price ¥1 ¥1 ¥1 ¥1

(U.S.$0.01) (U.S.$0.01) (U.S.$0.01) (U.S.$0.01)

The fair value of an ¥865 ¥1,120 ¥1,090 ¥1,230

option granted (U.S.$6.48) (U.S.$8.39) (U.S.$8.16) (U.S.$9.21)

under the plan at
the grant date (*)
Rights  execution From 9th August, From 7th August, From 13th August, From 12th August,

period 2012 2013 2014 2015
to 8th August, to 6th August, to 12th August, to 11th August,
2042 2043 2044 2045

2016 stock option 2017 stock option

Title and number of 10 directors 9 directors
persons granted (excluding outside (excluding outside
directors) of the  directors) of the

Bank Bank
Number of options 52,440 31,920
granted (*)
Date of grant 9th August, 2016  8th August, 2017
Exercise price ¥1 ¥1
(U.S.$0.01) (U.S.$0.01)
The fair value of an ¥955 ¥1,435
option granted (U.S.$7.15) (U.S.$10.75)

under the plan at
the grant date (*)
Rights execution ~ From 10th August, From 9th August,

period 2016 2017
to 9th August, to 8th August,
2046 2047

(*) Number of options granted and the fair valueanfoption granted under the plan at the
grant date have been adjusted to reflect the coladimn of shares at a ratio of one share
for every five shares on 1st October, 2017.
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19. Stock Option Plans (continued)

Movements in stock option and exercise price fa year ended 31st March, 2023 are
summarized as follows:
2012 2013 2014 2015 2016 2017

stock stock stock stock stock stock
option option option option option option

Not vestec
Outstanding as of 1st Apr

202z 4,18( 3,32( 8,14( 10,64( 21,18( 14,00(
Grantel - - - - - -
Forfeitec - - - - - -
Vestel - - — 3,08( 4,060 2,70(
Outstanding as of 31

March, 202. 4,180 3,320 8,140 7,560 17,120 11,300
Vested
Outstanding as of 1st Apr

202z - - - - - -
Veste( - - - 3,08( 4,06( 2,70(
Exercisel - - - 3,08( 4,06( 2,70(

Forfeitec — — = = — —
Outstanding as of 31
March, 202: - - - - - -

There were no stock options granted for the yede@r31st March, 2023.

Only the actual number of forfeited stock optiossreflected because it is difficult to
rationally estimate the reasonable number of stgtions that will be forfeited in the future.
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20. Income Taxes

Income taxes applicable to the Bank and its codat#d subsidiaries include corporation tax,
inhabitants’ tax and enterprise tax.

Major components of deferred income tax assetdiahilities as of 31st March, 2022 and
2023 were as follows:

2022 2023 2023
(Millions of yen) (Thousands of
U.S dallars)
Deferred income tax assets:
Reserve for possible loan losses ¥7,114 ¥5263 39,41
Net defined benefit liability 17 17 130
Loss on devaluation of securities 386 299 2,242
Tax loss carryforwards - 116 874
Deferred hedge losses 854 501 3,757
Other 1,966 1,862 13,949
Subtotal 10,338 8,061 60,373
Valuation allowance for gross
deductible temporary differences (4,942) (4,912) (36,787)
Valuation allowance (4,942) (4,912) (36,787)
Total: Deferred income tax assets 5,396 3,149 853,5
Deferred income tax liabilities:
Unrealized gains on other securities (6,179) (1,744 (13,064)
Net defined benefit asset (1,208) (1,707) (12,787)
Other (28) (46) (352)
Total: Deferred income tax liabilities (7,415) (3,498) (26,203)
Net: Deferred income tax assets ¥ (2,019) ¥ (349) $(2,617)
(liabilities)
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20. Income Taxes (continued)

A reconciliation of the statutory tax rate to tlieetive tax rate for the year ended 31st March,
2022 is as follows:

2022

Statutory tax rate 30.5%
Change in valuation allowance (5.3)
Permanent non-deductible differences, such as

entertainment expenses 0.4
Permanent non-taxable differences, such as dividend

income (2.2)
Per capita portion of inhabitants’ taxes 0.3
Equity in earnings of unconsolidated subsidiaries a

affiliates (0.5)
Elimination of dividends received from subsidiaries 1.0
Reversal of land revaluation excess (0.7)
Other 0.8
Effective tax rate 24.4%

For the year ended 31st March, 2023, such differéntess than or equal to 5/100 of the
statutory tax rate and a reconciliation is therefmmitted.
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21

. Revenue Recognition

(1) Disaggregation of revenue from contracts with consis

The Group has a single segment of commercial bgnkusiness and information on the
disaggregation of revenue from contracts with auet is as follows.

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)
Fees and commissions:
Deposit and loan services ¥1,221 ¥1,243 $9,309
Foreign exchange services 1,961 1,800 13,487
Trust related services - - -
Securities related services 1,128 886 6,642
Agency services 872 1,218 9,124
Safe-deposit and safe-deposit box
services 70 67 506
Others 1,713 1,791 13,416
Subtotal 6,968 7,008 52,484
Other income:
Other incidental services not
included in fees and commissions 186 180 1,348
Subtotal 186 180 1,348
Ordinary income from contracts
with customers 7,154 7,188 53,832
Ordinary income other than the above 36,373 53,507 400,714
Ordinary income ¥43,527 ¥60,695 $454,546

Notes: 1. “Others” under “Fees and commissionsluitke credit card services and internet

banking services, etc., which are not classifieavab
2. “Ordinary income other than the above” includesntygincome based on
“Accounting Standard for Financial Instruments” @BStatement No. 10).

(2) Useful information in understanding revenue fromtcacts with customers

a)

b)

Recognition period of revenues

Revenue is recognized when control of promised gamdservices is transferred to a
customer. Certain fees and commissions (e.g. féedsnd administration services and
annual fees for credit card services) are recognizer time because the performance
obligation is satisfied over a specified periodiofe.

Amount of revenues recognized

The recorded amount of revenues is calculated basetthe amount expected to be
received in exchange for goods or services. Ameeg find commissions, credit card
merchant commissions are calculated based on tlerdnof points granted, less the
amount expected to be collected for third partiethe future, which is calculated based
on actual usage in prior years.

These revenues do not include a financial component
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21. Revenue Recognitioficontinued)

(3) Balance of contract assets and liabilities, and tthasaction price allocated to the
remaining performance obligations

a) Balance of contract liabilities, etc.

The balances of receivables and contract lialslgigsing from contracts with customers
are as follows. There is no balance of contracttass

(Millions of yen) (Thousands of U.S. dollars)
At 1st April, At 31st March, At 1st April, At 31st March,
2022 2023 2022 2023
Receivables arising from
contracts with customers ¥ 372 ¥ 318 $2,788 $2,388
Contract liabilities ¥ 289 ¥ 318 $2,171 $2,385

(Millions of yen)
At 1st April, At 31st March,

2021 2022
Receivables arising from
contracts with customers ¥ 331 ¥ 372
Contract liabilities ¥ 279 ¥ 289

Notes: 1. In the consolidated balance sheets,v&aleis arising from contracts with
customers and contract liabilities are included‘@ther assets” and “Other
liabilities,” respectively. The balance of contrdietbilities at 1st April, 2021,
includes the cumulative effect of ¥276 million.

2. Contract liabilities consist mainly of the portiof administrative fees for bonds
and annual fees for credit cards for which consitien was received from
customers before fulfillment of performance obligas.

3. Of the revenue recognized in the year ended Bbsth, 2022, the amount
included in the balance of contract liabilities.at April, 2021 was ¥135 million.
Of the revenue recognized in the year ended 31stiM&023, the amount
included in the balance of contract liabilitieslat April, 2022 was ¥138 million
(U.S.$1,037 thousand).

4. No revenue was recognized in the years enddadvBreh, 2022 and 2023 from
performance obligations that were satisfied (otipBy satisfied) in prior years.

b) Transaction price allocated to the remainindgrarance obligations

The aggregate transaction price allocated to theaidng performance obligations

relates to bond administration fees and the exggmeod of revenue recognition is as
follows. The amount of annual fees for credit camts., for which the initial expected

term of the contract is one year or less, has bedtted. The amount of consideration
received from contracts with customers does nolude the amount of variable

consideration not included in the transaction price
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21. Revenue Recognitioficontinued)

Within one year

Over one year
Total

2022 2023 2023
(Millions of yen) (Thousands of
U.S dallars)
¥77 ¥87 $653
158 170 1,280
¥236 ¥258 $1,933
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22. Segment Information
(1) Reportable segment information

Though the Group has other businesses in adddids principal commercial banking
business, reportable segment information has besgtied as such other businesses
have only an immaterial effect on the accompanyimgsolidated financial statements
of the Bank and as such the Group has effectivaeblessegment.

(2) Other segment related information

a. Information by service

2022

Securities
Banking investment Other Total
(Millions of yen)

Ordinary income
from external

customers ¥ 21,453 ¥ 30,784 ¥ 8,457 ¥ 60,695
202:
Securities
Banking investment Other Total

(Thousands of U.S dollars)
Ordinary income
from external

customers $ 160,668 $ 230,544 $ 63,334 $ 454,546
202z
Securities
Banking investment Other Total

(Millions of yen)
Ordinary income
from external
customers ¥ 21,052 ¥ 13,830 ¥ 8,644 ¥ 43,527

Note: “Ordinary income” corresponds to net saleaai-banking industries.

63



22. Segment Information (continued)

b. Information by geographic region
i. Ordinary income

Information as to ordinary income from domestictoosers was omitted, because
the amount of ordinary income from domestic custenveas more than 90% of
consolidated ordinary income.

ii. Tangible fixed assets

Information as to tangible fixed assets was omjtbetause there was no tangible
fixed asset located abroad.

c. Major customer’s segment information

Major customer’s segment information is not showrte there is no customer
accounting for more than 10% of the sales to custenin the consolidated
statements of income.

d. Information on impairment of fixed assets focleaeportable segment

Information on impairment of fixed assets has bamitted since the Group has
only one reportable segment.

e. Segment information on amortization of goodwait its remaining balance

Not applicable.

f. Information on gain in negative goodwill for éaeportable segment

Not applicable.
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23. Related Party Transactions

Significant transactions with related parties tog years ended 31st March, 2022 and 2023
were as follows:

Description
of business Description
or Relationship of the Bank’s
Name occupation  with the Bank transactions Transaction Amount Account Balance
(Millions  (Thousands (Millions  (Thousands
of yen) of U.S of yen) of U.S
dollars) dollars)
For the year ended 31st March, 2023
Tonan Real estate  Companies, etc. Lending of ¥ (6) $ (47) Loans and ¥ 142 $ 1,068
Building leasing in which the funds bills
Co., Ltd. majority of Receipt of 2 21 discounted
(Note 2) voting rights are interest (Note 3)
held by the
Bank’s directors
and their close
relatives
Hamada  Other Companies, etc. Lending of ) (21) Loans and 30 229
Animal professional in which the funds bills
Hospital services majority of Receipt of 0 2 discounted
Co., Ltd. voting rights are interest (Note 5)
(Note 4) held by the
Bank’s directors
and their close
relatives
Tadokoro  Facility Companies, etc. Lending of (6) (45) Loans and 14 105
Interior construction in which the funds bills
Decoratio business majority of Receipt of 0 1 discounted
ns Co., voting rights are interest (Note 7)
Ltd. held by the
(Note 6) Bank’s directors

and their close
relatives

Notes: 1. Terms and conditions of the above traisac are determined in the same

manner as general transactions with third parties.

2. 100% of the voting rights are owned by close reésiof Director Hiroyuki
Hamada.

3. Director Hiroyuki Hamada and his close relativesehguaranteed the debt.

4. 100% of the voting rights are owned by close reésiof Director Masahiro
Hamada.

No o

A close relative of Director Masahiro Hamada haargoteed the debt.
98% of the voting rights are owned by close re&giof Director Mitsufumi Ito.
A close relative of Director Mitsufumi Ito has gaateed the debt.
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23. Related Party Transactions (continued)

Description
of business Description
or Relationship of the Bank's  Transaction
Name occupation  with the Bank transactions Amount Account Balance
(Millions of (Millions of
yen) yen)
For the year ended 31st March, 2022
Tonan Real estate Companies, etc. Lending of ¥ (6) Loans and ¥ 148
Building leasing in which the funds bills
Co., Ltd. majority of Receipt of 3 discounted
(Note 2) voting rights are interest (Note 3)
held by the
Bank’s directors
and their close
relatives
Hamada  Other Companies, etc. Lending of ) Loans and 33
Animal professional in which the funds bills
Hospital services majority of Receipt of 0 discounted
Co., Ltd. voting rights are interest (Note 5)
(Note 4) held by the

Bank’s directors
and their close
relatives

Notes: 1. Terms and conditions of the above traigscare determined in the same manner

as general transactions with third parties.

2. 100% of the voting rights are owned by closatreés of Director Hiroyuki
Hamada.

3. Director Hiroyuki Hamada and his close relatitiese guaranteed the debt.

4. 100% of the voting rights are owned by closatreés of Director Masahiro
Hamada.

5. A close relative of Director Masahiro Hamada paaranteed the debt.
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24. Per Share Data

2022 2023 2023
(Yen) (U.S dallars)
Net assets per share ¥ 3,711.54 ¥ 3,595.38 $326.9
Basic earnings per share 191.07 133.28 1.00
Diluted earnings per share 190.78 133.11 1.00

Note 1: The net assets per share is calculatedeobdsis of the following

2022 2023 2023
(Millions of yen) (Thousands of
U.S dallars)

Net assets ¥ 154,622 ¥ 149,95% 1,123,043
Amount excluded from net assets 206 196 1,474
(stock acquisition rights thereof) 69 58 435
(non-controlling interests thereof) 137 138 1,039
Net assets attributable to common

stock at year end 154,415 149,763 1,121,569
Number of shares of common

stock at year end used for

calculation of net assets per

share (in thousands) 41,604 41,654

Note 2: Earnings per share is calculated on thes lodshe following

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)

Profit attributable to shareholders
of The Shikoku Bank, Ltd. ¥ 7,945 ¥ 5,549 $ 41,561
Amount not attributable to
common stockholders — - -

Profit attributable to common
shareholders of The Shikoku
Bank, Ltd. 7,945 5,549 41,561

Average number of shares of

common stock during the year

(in thousands) 41,582 41,637
Increase in number of shares of

common stock to calculate

diluted earnings per share

(in thousands) 63 51
(stock acquisition rights thereof)
(in thousands) 63 51
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25. Impairment Loss

Because the Bank does not expect recovery of imezgtdue to continuous decline of land
value and decrease in cash flows from operatingites, the Bank reduced carrying value
of the following assets to the recoverable amoantsrecognized impairment losses of ¥456
million and ¥66 million (U.S.$499 thousand) for tyears ended 31st March, 2022 and 2023,
respectively.

(1) Kochi prefecture
a) Major use

2022 2023
() Number of branches used in business operation: 4 4
(i) Number of idle assets: 2 1

b) Type
Land and buildings for the years ended 31st M&20R2 and 2023

c) Impairment loss

2022 2023 2023
(Millions of yen) (Thousands of
U.S dollars)
Operating assets ¥ 377 ¥ 38 $ 291
Land thereof 317 19 148
Buildings thereof 60 19 143
Idle assets ¥11 ¥1 $ 10
Land thereof 9 1 10
Buildings thereof 2 - -
(2) Outside of Kochi prefecture
a) Major use
2022 2023
Number of branches used in business operations: 6 2

b) Type
Land and buildings for the years ended 31st M&206R2 and 2023

c) Impairment loss

2022 2023 2023
(Millions of yen) (Thousands of
U.S dallars)
Operating assets ¥ 67 ¥ 26 $ 198
Land thereof 53 13 104
Buildings thereof 14 12 94
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25. Impairment Loss (continued)

At the Bank, the smallest unit of an asset grauprécognition and measurement of

impairment loss is each branch (each branch gnowase that branch groups operate
in association with each other) for which profiddnss is managed on a regular basis
for managerial accounting in case of operating ¢nas, and is each asset in case of idle
assets including asset group for which the decisioiuture disposal has been made.

And as for consolidated subsidiaries, each subgidg considered as the smallest

grouping unit.

The recoverable amount used to measure the impatiiogs is primarily net selling
price, which is measured mainly based on appraighle estimated by real estate
appraisers.

26. Cash and Cash Equivalents
A reconciliation between cash and due from bankbeérconsolidated balance sheets at 31st

March, 2022 and 2023 and cash and cash equivaretite consolidated statements of cash
flows for the years then ended was as follows:

2022 2023 2023
(Millions of yen) (Thousands of
U.S dallars)
Cash and due from banks ¥643,722 ¥411,090 $3,078,64
Due from banks other than the Bank
of Japan (8,364) (8,039) (60,206)
Cash and cash equivalents ¥635,358  ¥403,051 $3,018,435
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27. Other Comprehensive Income

Other comprehensive income for the years endedNdasth, 2022 and 2023 consisted of
the following:

2022 2023 2023
(Millions of yen) (Thousands of
U.S doallars)

Unrealized losses on securities:
Losses recognized during the year ¥(17,478) ¥(20,176) $ (151,102)

Reclassification adjustment to net income (913) 5,784 43,316
Amount before tax effect (18,391) (14,392) (107,786)
Tax effect 5,550 4,434 33,211
Unrealized losses on securities (12,840) (9,957) (74,575)

Net deferred hedge gains:

Gains recognized during the year 2,115 5,607 41,994

Reclassification adjustment to net income 499 (4,449) (33,323)
Amount before tax effect 2,615 1,157 8,671
Tax effect (796) (352) (2,640)
Net deferred hedge gains 1,818 805 6,031

Remeasurements of defined benefit plans:

Gains recognized during the year 1,086 1,114 8,343

Reclassification adjustment to net income 10 (151) (1,137)
Amount before tax effect 1,096 962 7,206
Tax effect (334) (293) (2,194)
Remeasurements of defined benefit plans 762 669 5,012

Share of other comprehensive income of companies

accounted for by equity method:

Gains (losses) recognized during the year (112) 8 66

Reclassification adjustment to net income (84) - -
Amount before tax effect (196) 8 66
Tax effect - - -
Share of other comprehensive income (loss) of
companies accounted for by equity method (196) 8 66

Total other comprehensive income ¥(10,455) ¥(8,474) $(63,466)

28. Subsequent Event
Appropriation of retained earnings

The following appropriation of retained earningoa81st March, 2023 was approved at the
Company’s shareholders’ meeting held on 29th J2023:

Total amount Per share
Millions of yen amount
(Thousands of U.S. Yen Dividend record  Effective
dollars) (U.S. dollars) date date
Common stock ¥31 million ¥17.50 31st March, 30th June,
($5,475 thousand) ($0.13) 2023 2023
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