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1. Basis of Presentation  
The accompanying consolidated financial statements of The

Michinoku Bank, Ltd., (the “Bank”) and its consolidated subsidiaries

(collectively referred to as the “Group”) have been prepared in

accordance with the provisions set forth in the Japanese Commercial

Code and in conformity with accounting principles and practices

generally accepted in Japan, which are different from International

Financial Reporting Standards in certain respects as to application and

disclosure requirements. These principles and practices derive from

several sources including, but not limited to Financial Statements

Regulations and Consolidated Financial Statements Regulations

promulgated by the Cabinet Office, the statements and guidelines

issued by the Accounting Standards Board of Japan and the Business

Accounting Deliberation Council and industry practices for banks in

Japan.

Certain items presented in the consolidated financial statements

filed with the Financial Services Agency in Japan have been

reclassified for the convenience of readers outside Japan. 

The yen figures disclosed in the consolidated financial statements

are expressed in millions of yen and have been rounded down.

Consequently, differences may exist between the sum of the rounded

figures and the totals listed in the annual report.

2. Summary of Significant Accounting Policies  
(1) Principles of Consolidation 
The consolidated financial statements include the accounts of the

Bank and all of its subsidiaries listed below, after the elimination of

all significant inter-company transactions, balances, and unrealized

profit.

Consolidated subsidiaries 

Domestic Subsidiaries 

• Michinoku Service Center Co., Ltd. 

• Michinoku Office Service Co., Ltd. 

• Michinoku Total Management Co., Ltd. 

• Michinoku Credit Guarantee, Ltd.  

• Michinoku Finance (Hong Kong), Ltd. 

• The Michinoku Bank (Moscow), Ltd. 

Fiscal year-ends of consolidated subsidiaries are as follows:

December 31: 2 subsidiaries

March 31: 4 subsidiaries

Investments in the following affiliates are accounted for using the

equity method. 

• Michinoku Card Co., Ltd. 

• Michinoku Capital Co., Ltd. 

The difference between the cost and underlying net equity of

investments in consolidated subsidiaries at the acquisition date is

principally recognized in appropriate accounts in the accompanying

financial statements.

(2) Financial Instruments 
1) Trading Account Securities 

Trading account securities purchased for trading purposes are stated at

market value at the fiscal year-end. The sales value is calculated by

the moving-average method. 

2) Securities 

Debt securities being held to maturity are stated at amortized cost

determined by the moving-average method. Investments in affiliated

companies are valued on a cost basis using the moving-average

method. Other securities (securities available for sale) of which the

current value can be estimated are stated at market value at the fiscal

year-end and other non-marketable securities are stated at cost or

amortized cost computed by the moving-average method. Unrealized

gains and losses on securities are, net of income taxes, included in

shareholders’ equity. Sales value is calculated by the moving-average

method.

(3) Derivative Transactions 
Derivative transactions are stated at fair value.

(4) Premises and Equipment 
Depreciation of buildings and equipment is computed using the

declining-balance method at the rates principally based on the

following estimated useful lives:

Buildings 3 years to 50 years 

Equipment and furniture 2 years to 20 years 

Depreciation of buildings acquired after April 1, 1998, is 

computed by the straight-line method.

(5) Software 
Costs of computer software developed or obtained for internal use are

deferred and amortized using the straight-line method over the

estimated useful lives of 5 years.

(6) Reserve for Possible Loan Losses 
For the year ended March 31, 2006, the reserve for possible loan

losses is provided as follows, pursuant to the internal rules for self-

assessment of asset quality and internal rules for providing reserves

for credit losses: 

1) The reserve for claims to debtors who are legally bankrupt (due to

bankruptcy, restructuring, suspension of transactions with banks

under clearing houses’ rules, etc.) or virtually bankrupt is provided

based on the amount remaining after deductions of the expected

amount to be collected through the disposal of collateral or through

the execution of guarantees. 

2) The reserve for claims to debtors who are not currently legally

bankrupt but are likely to become bankrupt is provided based on the

necessary amount considering the solvency assessment of the

amounts remaining after deductions of the expected amount to be

collected through the disposal of collateral or through the execution

of guarantees. 

3) The reserve for claims to debtors other than the above is provided

based on default rates, calculated using the actual defaults during a

certain period in the past. 

4) The special reserve for loans to certain developing countries is

provided based on the amount of expected or potential losses due to

the economic situations in the respective countries. 

5) All claims are assessed by the branches and credit supervision

division based on the internal rules for self-assessment of asset

quality. The asset examination team, which is independent of the

branches and credit supervision division, audits these self-

assessments, and the reserve is provided based on the audit results. 

6) For collateralized or guaranteed claims to debtors who are legally

bankrupt or virtually bankrupt, the amount of claims exceeding the

estimated value of collateral or guarantees, which is deemed

uncollectible, has been written off and totals ¥23,649 million

(US$201,319 thousand). 

Notes to Consolidated Financial Statements
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7) The reserve for possible loan losses of consolidated subsidiaries is

provided in the amounts deemed necessary to cover such losses,

principally based on past experience and management’s assessment

of the loan portfolio and estimated collectibility of specific claims.

(7) Reserve for Employees’ Bonuses 
Reserve for employees’ bonuses is provided for the payments of

bonuses to employees based on  estimated amounts of the future

payments attributable to the current fiscal year.

(8) Reserve for Employees’ Retirement Benefits 
Reserve for employees’ retirement benefits is provided based on the

estimated retirement benefit obligation and the pension assets at the

end of the fiscal year. Prior service cost is amortized using the straight-

line method over the average estimated remaining years of service of

the eligible employees (5 years). Net actuarial gain (loss) is amortized

using the straight-line method over the average estimated remaining

years of service of the eligible employees (5 years) following the year

in which the gain or loss is recognized.

(9) Reserve for Litigation Loss
In order to prepare for a possible loss relating to the ongoing litigation,

the estimated amount of loss based on the progress of the litigation is

accounted for. 

(10) Foreign Currency Translation
The Bank’s assets and liabilities denominated in foreign currencies are

translated into Japanese yen using the primarily applicable rate of

exchange effective at the balance sheet date.

Consolidated subsidiaries’ assets and liabilities denominated in

foreign currencies are translated into Japanese yen using the applicable

rate of exchange effective at the respective balance sheet date.

(11) Lease Transactions
Finance leases concerning the Bank and its consolidated domestic

subsidiaries, other than those by which the ownership of the leased

assets are deemed to be transferred to the lessee, are accounted for as

regular operating leases.

(12) Hedge Accounting
The Bank applies fair-value hedge accounting as a part of macro hedge

accounting to hedge foreign-currency-denominated securities available

for sale (other than bonds), provided that foreign currency securities to

be hedged are designated prior to the inception of transaction and that

spot and forward liabilities exist for such securities on a foreign

currency basis that exceed acquisition costs of such pre-designated

securities.

(13) Consumption Tax
The National Consumption Tax and the Local Consumption Tax are

excluded from transaction amounts.

(14) Assets and Liabilities of Consolidated Subsidiaries
Assets and liabilities of consolidated subsidiaries are valued using the

full mark-to-market method.

(15) Amortization of Consolidation Adjustment
Consolidation adjustment account incurred for the fiscal year ended

March 31, 2006, is amortized by the straight-line method over five

years.

(16) Appropriation of Retained Earnings
A consolidated statement of retained earnings is prepared based on the

appropriation of earnings fixed in a fiscal year.

(17) Equity Interests in Limited Liability Partnerships
In the previous years, equity interests in limited liability partnerships

(LLPs), and those in voluntary partnerships under the Civil Code and

silent partnerships under the Commercial Code, characteristics of

which are similar to those of LLPs had been included in “Other

assets”.  However, from this fiscal year, these are included in “Others”

of “Securities” as they are defined as securities under the Securities

and Exchange Law by the “Partial Revision of Securities and

Exchange Law” (Law No.97 dated June 9, 2004).

(18) Land Revaluation 
In accordance with the Law concerning Revaluation of Land enacted

on March 31, 1998, the land used for business owned by the Bank has

been revalued, and the net amount on the revaluation of land, net of

deferred tax, is reclassified to “Revaluation Reserve for Land, Net of

Taxes” in  Shareholders’ Equity and the relevant deferred tax is

included in “Deferred Tax Liabilities for Revaluation Reserve for

Land.” in Liabilities.

Date of Revaluation :   March 31, 2002 

The method of revaluation is as follows: 

Under Article 3-3 of the Law concerning Revaluation of Land, the

land price for the revaluation is determined based on the official

notice prices assessed and published by the National Land Agency of

Japan (currently, the Ministry of Land, Infrastructure and Transport),

after appropriate adjustments for the shape of the land and the timing

of the assessment. The current market value of the revalued land is

lower by ¥1,894 million (US$16,123 thousand) than the book value of

the land after revaluation.

(19) Subordinated bonds amounted to  ¥15 million.
(20) The Number of the Bank’s Shares Held by Consolidated
Subsidiaries and Affiliates Accounted for by the Equity Method
Common stock: 1,401 thousand shares

(21) Statements of Cash Flows 
For the purpose of the consolidated statements of cash flows, cash and

cash equivalents represent cash and demand deposit with the Bank of

Japan.

(22) Impairment of Fixed Assets 
On August 9, 2002, the Business Accounting Council in Japan issued

“Accounting Standard for Impairment of Fixed Assets”. The standard

requires that fixed assets be reviewed for impairment whenever events

or changes in circumstances indicate that the carrying amount of

assets may not be fully recoverable. An impairment loss should be

recognized in the consolidated statement of operations by reducing the

carrying amount of impaired assets of a group of assets to the

recoverable amount to be measured as the higher of net selling price

or value in use. The standard is effective from the fiscal year ending

March 31, 2006. Although application of the standard prior to the

effective date is permitted, the Michinoku Bank Group has not applied

for early adoption nor determined the impact of adoption on the

consolidated financial statements.

3. Japanese Yen and U.S. Dollar Amounts  
The Bank maintains its accounting records in yen. The U.S. dollar

amounts included in the accompanying financial statements and notes

thereto represent the arithmetic results of translating yen into dollars

on the basis of ¥117.47 to US$1, the approximate effective rate of

exchange as of March 31, 2006. The inclusion of such dollar amounts

is solely for convenience and is not intended to imply that assets and

liabilities originated in yen have been or could be readily converted,

realized, or settled in dollars at the given rate or at any other rate. 
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Thousands of U.S. Dollars (Note 4)

2006
Balance sheet Valuation

Cost amount differences Gain Loss 
Stock............................................................................................................ $ 269,941 $ 418,234 $ 148,284 $153,043 $ 4,750
Bonds........................................................................................................... 2,876,802 2,823,716 (53,085) 2,128 55,214
Government bonds .................................................................................... 1,327,666 1,289,614 (38,052) 68 38,120
Municipal bonds........................................................................................ 544,522 541,006 (3,515) 1,608 5,124
Corporate bonds ........................................................................................ 1,004,605 993,087 (11,517) 442 11,960

Others .......................................................................................................... 370,281 385,664 15,135 18,770 3,634
Total ............................................................................................................ $ 3,517,281 $ 3,627,624 $ 110,343 $173,950 $ 63,607

Millions of Yen
2005

Balance sheet Valuation
Cost amount differences Gain Loss 

Stock............................................................................................................ ¥ 38,829 ¥ 41,316 ¥ 2,486 ¥ 4,271 ¥ 1,785
Bonds........................................................................................................... 299,028 302,417 3,389 3,579 189
Government bonds .................................................................................... 132,197 132,922 724 864 139
Municipal bonds........................................................................................ 60,824 62,558 1,734 1,737 3
Corporate bonds ........................................................................................ 106,005 106,937 931 977 46

Others .......................................................................................................... 49,290 50,877 1,586 1,814 228
Total ............................................................................................................ ¥ 387,148 ¥ 394,611 ¥ 7,462 ¥ 9,666 ¥ 2,203

Valuation differences, net of ¥2,966 million of related deferred tax liabilities are ¥4,496 million. Valuation differences, including the Bank's share of
affiliates' unrealized loss on securities available for sale of ¥0 million, amounted to ¥4,496 million which appears in the accompanying balance sheets.

As of March 31, 2006 As of March 31, 2005
(c) Held-to-maturity securities with available market values ............................................. Not applicable Not applicable
(d) Held-to-maturity securities sold during or after the end the fiscal year ........................ Not applicable Not applicable
(e) Securities whose categories were transferred ................................................................ Not applicable Not applicable

Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Proceeds from sale .............................................................................................................. ¥ 68,439 ¥ 115,550 $ 582,608
Gain ..................................................................................................................................... 4,966 2,310 42,274
Loss ..................................................................................................................................... 1,251 3,281 10,649

(2)Securities Available for Sale Sold  
Securities available for sale sold in the fiscal year are as follows: 

4. Securities   
(1)Market Value of Securities 
Market value and valuation differences of securities are as follows: 
(a) Trading securities Thousands of

Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Amount in the balance sheet ............................................................................................... ¥ 94 ¥ 728 $ 800
Valuation gain included in income before income taxes .................................................... (0) 1 (0)

(b) Marketable securities available for sale Millions of Yen
2006

Balance sheet Valuation
Cost amount differences Gain Loss 

Stock............................................................................................................ ¥ 31,710 ¥ 49,130 ¥ 17,419 ¥ 17,978 ¥ 558
Bonds........................................................................................................... 337,938 331,702 (6,236) 250 6,486
Government bonds .................................................................................... 155,961 151,491 (4,470) 8 4,478
Municipal bonds........................................................................................ 63,965 63,552 (413) 189 602
Corporate bonds ........................................................................................ 118,011 116,658 (1,353) 52 1,405

Others .......................................................................................................... 43,526 45,304 1,778 2,205 427
Total ............................................................................................................ ¥ 413,175 ¥ 426,137 ¥ 12,962 ¥ 20,434 ¥ 7,472

Notes to Consolidated Financial Statements

Valuation differences, net of ¥5,181 million (US$44,104 thousand) of related deferred tax liabilities, are ¥7,780 million (US$66,229 thousand). Valuation
differences, including the Bank's share of affiliates' unrealized loss on securities available for sale of ¥0 million (US$0 thousand), are ¥7,780 million
(US$66,229 thousand) which appears in the accompanying balance sheets. 

As of March 31, 2006, the Bank recorded no impairment loss. Write-downs of marketable securities were made for all those for which the market prices
at the fiscal year-end had fallen by 50 percent or more from book value. Write-downs were also made for those securities for which the market prices at the
fiscal year-end had fallen by 30 to 50 percent and were not expected to recover. 
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(4)Maturity Schedule of Bonds Held  
The maturity schedule of bonds classified as securities available for sale and being held to maturity is as follows: 

Millions of Yen
2006

Due within Due after 1 year Due after 5 years Due after
1 year but within 5 years but within 10 years 10 years 

Bonds ............................................................................................................. ¥ 15,049 ¥169,392 ¥ 106,016 ¥ 45,443
Government bonds ....................................................................................... 300 71,398 34,348 45,443
Municipal bonds........................................................................................... 1,344 9,999 52,207 –
Corporate bonds ........................................................................................... 13,405 87,993 19,459 –

Others............................................................................................................. 2,131 18,581 9,684 5,184
Total ............................................................................................................... ¥ 17,181 ¥187,973 ¥ 115,700 ¥ 50,628

Thousands of U.S. Dollars (Note 4)

2006
Due within Due after 1 year Due after 5 years Due after

1 year but within 5 years but within 10 years 10 years 
Bonds ............................................................................................................. $128,109 $ 1,442,002 $ 902,494 $386,847

Government bonds ....................................................................................... 2,553 607,797 292,398 386,847
Municipal bonds........................................................................................... 11,441 85,119 444,428 –
Corporate bonds ........................................................................................... 114,114 749,067 165,650 –

Others............................................................................................................. 18,140 158,176 82,438 44,130
Total ............................................................................................................... $146,258 $ 1,600,178 $ 984,932 $430,986

Millions of Yen
2005

Due within Due after 1 year Due after 5 years Due after
1 year but within 5 years but within 10 years 10 years 

Bonds ............................................................................................................. ¥ 4,976 ¥125,059 ¥ 131,475 ¥ 45,105
Government bonds ....................................................................................... 1,577 35,926 50,312 45,105
Municipal bonds........................................................................................... 733 7,533 54,291 –
Corporate bonds ........................................................................................... 2,655 81,599 26,872 –

Others............................................................................................................. 2,227 21,179 12,668 6,436
Total ............................................................................................................... ¥ 7,204 ¥146,239 ¥ 144,144 ¥ 51,542

(3)Securities for which the Fair Value is not Readily Determinable  
Principal items in securities for which fair value is not readily determinable are as follows: Thousands of

Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Debt Securities being held to maturity
Non-listed corporate bonds ............................................................................................... ¥ 4,200 ¥ 4,200 $ 35,753
Other corporate bonds ....................................................................................................... 1,190 1,060 10,130

Other Securities
Non-listed stocks ............................................................................................................... 3,406 3,474 28,994
Non-listed foreign securities ............................................................................................. 205 6 1,745
Loan trust beneficiary rights ............................................................................................. 3,406 4,271 28,994
Equity in investment limited partnerships......................................................................... 1,150 1,178 9,789

Investment in subsidiaries and affiliates
Investment in affiliates ...................................................................................................... ¥ 19 ¥ 19 $ 161

5. Derivative Financial Instruments
(1) Status of Transactions
(a) Policies on transactions and contents and purpose of transactions

Derivative transactions “The Bank enters into the following types of derivative transactions” are foreign exchange forward contracts, bond futures
contracts and stock-index futures contracts.
The Bank utilizes derivative transactions primarily for the purpose of hedging exchange risk associated with its assets and liabilities denominated
in foreign currencies. The Bank enters into derivative transactions for the purpose of achieving short-term gains upon approval of management
and sets position limited loss-cutting rules for such derivative transactions. 

(b) Risks relating to transactions
Of risks inherent in derivative transactions, market risks and credit risks may affect the Bank’s financial position.
Market risks refer to the risks of incurring a loss due to changes in and fluctuation of interest rates, foreign exchange rates, etc. Credit risks refer to the
risks of incurring a loss when the counterparty fails to fulfill its obligations under the agreement with the Bank.

(c) Risk management system relating to transactions
The Bank has put in place strict risk management for derivative transactions. Each derivative transaction requires management’s approval. Regarding
derivative transactions for the purpose of achieving short-term gains, managers perform strict verification and management of transactions in accordance
with the predetermined position limits and loss-cutting rules and mutual supervision is strengthened through monitoring by the Risk Management Division.

(2) Fair Value of Transactions
As of March 31, 2006 As of March 31, 2005

(a) Interest Rate Related Transactions ................................................................................ Not applicable Not applicable
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Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Assets pledged as collateral
Securities ........................................................................................................................... ¥ 2,508 ¥ 2,466 $ 21,350
Cash................................................................................................................................... ¥ 31 – $ 263

Liabilities related to the above pledged assets
Deposit .............................................................................................................................. ¥ 5,787 ¥ 5,830 $ 49,263
Payables under Repurchase Agreements .......................................................................... ¥ 1,255 ¥ 1,165 $ 10,683

In addition, securities as of March 31, 2006 and 2005, totaling ¥56,403 million (US$480,148 thousand) and ¥52,572 million, respectively, were
pledged as collateral for the settlement of exchange and short money transactions or as variation margin for futures transactions. Leased deposits at
March 31, 2006 and 2005, of ¥708 million (US$ 6,027 thousand) and ¥789 million, were included in Premises and Equipment, respectively.

7. Assets Pledged 

Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Bills Discounted .................................................................................................................. ¥ 6,996 ¥ 8,284 $ 59,557
Loans on Bills...................................................................................................................... 88,916 131,050 756,929
Loans on Deeds ................................................................................................................... 989,173 977,980 8,420,651
Overdrafts............................................................................................................................ 161,449 155,931 1,374,388
Total .................................................................................................................................... ¥ 1,246,536 ¥ 1,273,246 $10,611,527

(1) Nonaccrual Loans
Loans to legally bankrupt borrowers, on which the Bank stopped accruing interest under Japanese tax laws, as of March 31, 2006 and 2005, totaled
¥6,343 million (US$53,996 thousand) and ¥5,402 million, respectively. Other delinquent loans, on which the Bank also stopped accruing interest
under Japanese tax laws, totaled ¥76,111 million (US$647,918 thousand) and ¥66,881 million, respectively, as of March 31, 2006 and 2005. Other
delinquent loans are nonaccrual loans other than loans to customers in bankruptcy and loans for which interest payments are deferred in order to
assist the financial recovery of debtors facing financial difficulties.  
(2) Loans Contractually Overdue 3 Months or More 
Loans past due three months or more, other than loans to legally bankrupt borrowers and other delinquent loans, as of March 31, 2006 and 2005,
totaled ¥0 million (US$0 thousand) and ¥0 million, respectively. 
(3) Restructured Loans 
Restructured loans as of March 31, 2006 and 2005, were ¥13,255 million (US$112,837 thousand) and ¥9,874 million, respectively. Restructured
loans represent loans with concessional interest rates and loans with negotiated terms regarding timing of interest and principal payments.

Nonaccrual Loans, loans contractually past due three months or more and restructured loans totaled ¥95,710 million (US$814,761 thousand) and
¥82,158 million, respectively, as of March 31, 2006 and 2005.

The amounts reflected in (1) to (3) above represent the gross receivable amounts prior to reduction for the reserve for possible loan losses. 
(4) Discounts of Notes 
The Bank treats discounts of notes as financial transactions in accordance with the Industry Audit Committee Report No. 24 “Treatment of
Accounting and Auditing of Application of Accounting Standard for Financial Instruments in the Banking Industry.” Accordingly, the Bank has a
right to dispose of commercial notes received and foreign bills bought by means of sale or use as collateral at its discretion. Face value of such notes
as of March 31, 2006 and 2005, amounts to ¥7,039 million (US$59,921 thousand) and ¥8,289 million, respectively.

6. Loans and Bills Discounted 

(b) Foreign Exchange Related Transactions
Millions of Yen

As of March 31, 2006 As of March 31, 2005
Contractual Contractual value Net unrealized Contractual Contractual value Net unrealized

value due after one year Fair value gains (losses) value due after one year Fair value gains (losses)
Over-the-counter:
Foreign exchange forward contracts: ¥ ¥ ¥ ¥ ¥ 166 ¥ – ¥ 0 ¥ 0
Sold ....................................................... 58 – 0 0 37 – (0) (0)
Bought ................................................... ¥ 82 ¥ – ¥ (0) ¥ (0) ¥ 129 ¥ – ¥ 0 ¥ 0

Thousands of U.S. Dollars (Note 4)
As of March 31, 2006

Contractual Contractual value Net unrealized
value due after one year Fair value gains (losses)

Over-the-counter:
Foreign exchange forward contracts: $ $ $ $
Sold .............................................................................................................. 493 – 0 0
Bought.......................................................................................................... $ 698 $ – $ (0) $ (0)

Notes: 1. The above transactions were revalued at the end of the years and the related gain and loss figures are reflected in the accompanying 
consolidated statements of income.

2. Market values are based on the discounted cash flow method.
As of March 31, 2006 As of March 31, 2005

(c) Equity Related Transactions .......................................................................................... Not applicable Not applicable
(d) Bond Related Transactions............................................................................................ Not applicable Not applicable
(e) Commodities Related Transactions ............................................................................... Not applicable Not applicable
(f) Credit Derivatives Transactions ..................................................................................... Not applicable Not applicable

Notes to Consolidated Financial Statements
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Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Prepaid Expenses................................................................................................................. ¥ 100 ¥ 74 $ 858
Accrued Income .................................................................................................................. 2,744 2,818 23,363
Derivative Financial Instruments ........................................................................................ 0 0 0
Other.................................................................................................................................... 6,166 10,574 52,493
Total .................................................................................................................................... ¥ 9,011 ¥ 13,467 $ 76,715

Premises and equipment are stated at cost less accumulated depreciation. The accumulated depreciation at March 31, 2006 and 2005, amounted to
¥13,455 million (US$114,539 thousand) and ¥12,747 million, respectively. 
Advanced depreciation of premises and equipment amounted to  ¥2,781 million (US$23,674 thousand).

12. Borrowed Money 
Borrowed money is subordinated borrowings as of March 31, 2006 and 2005, of ¥12,500 million (US$ 106,410 thousand) and ¥15,100 million,
respectively. 

13. Other Liabilities Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Domestic Exchange Settlement........................................................................................... ¥ 10 ¥ 5 $ 85
Accrued Expenses ............................................................................................................... 1,057 961 9,003
Unearned Income ................................................................................................................ 4,678 4,652 39,829
Reserve for Taxes................................................................................................................ 100 1,532 859
Derivative Financial Instruments ........................................................................................ 0 0 0
Payable for Securities Purchased ........................................................................................ 100 253 859
Other.................................................................................................................................... 1,223 1,911 10,413
Total .................................................................................................................................... ¥ 7,171 ¥ 9,317 $ 61,051

14. Reserve for Employees’ Retirement Benefits
The Bank has defined benefit pension plans and lump-sum severance payment plans, which are defined-benefit plans. One of the Bank’s consolidated
subsidiaries has lump-sum severance payment plans.

10. Premises and Equipment Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006

Net Book Value
Land..................................................................................................................................... ¥ 8,868 ¥ 9,061 $ 75,496
Buildings ............................................................................................................................. 3,611 3,793 30,740
Equipment ........................................................................................................................... 1,582 1,973 13,468
Other.................................................................................................................................... 731 813 6,226
Total .................................................................................................................................... ¥ 14,793 ¥ 15,641 $ 125,932

9. Other Assets

Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Current Deposits.................................................................................................................. ¥ 54,020 ¥ 47,667 $ 459,863
Ordinary Deposits ............................................................................................................... 649,429 639,542 5,528,471
Savings Deposits ................................................................................................................. 57,919 62,472 493,058
Deposits at Notice ............................................................................................................... 11,256 11,685 95,828
Time Deposits ..................................................................................................................... 953,733 1,024,377 8,118,953
Other Deposits..................................................................................................................... 24,829 24,605 211,364
Total .................................................................................................................................... ¥ 1,751,188 ¥ 1,810,352 $14,907,541

11. Deposits 

8. Loan Commitments
Contracts for overdraft facilities and loan commitment limits are those under which the Bank lends to customers up to the prescribed limits in response to
their loan applications as long as there is no violation of any condition in the contracts. The undrawn amount within the limits of these contracts as of
March 31, 2006 and 2005, totaled ¥217,530 million (US$1,851,791 thousand) and ¥222,228 million, respectively. Of these, contracts whose original
contract periods are one year or less (or which are unconditionally revocable at any time) as of March 31, 2006 and 2005, amount to ¥217,502 million
(US$1,851,553 thousand) and ¥222,228 million, respectively.

Since many of these commitments expire without being drawn down, the undrawn amount does not necessarily represent a future cash requirement.
Most of these contracts have conditions such that the Bank can refuse the customer's loan application or decrease the contract limits with proper reasons
(e.g., changes in financial situation, deterioration in the customer's creditworthiness). At the inception of the contract, the Bank obtains real estate,
securities, etc. as collateral if such is considered necessary. Subsequently, the Bank performs periodic reviews of the customer's business results based on
internal rules, and implements the necessary measures to reconsider conditions in the contract and/or require additional collateral or guarantees. 
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18. Other Income Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Gain on sale and redemption of bonds ................................................................................ ¥ 962 ¥ 922 $ 8,194
Gain on sale of equity securities ......................................................................................... 4,003 1,387 34,084
Other.................................................................................................................................... 1,499 1,311 12,762
Total .................................................................................................................................... ¥ 6,465 ¥ 3,621 $ 55,041

15. Acceptances and Guarantees
All contingent liabilities arising from acceptances and guarantees are included in this account. As a contra account, customers' liabilities for
acceptances and guarantees are shown on the assets side in the accompanying balance sheets which represent the Bank's right of indemnity from
these customers. 

16. Common Stock
Information with respect to common stock of the Bank at March 31, 2006 and 2005, is as follows: 

Thousands of Shares
2006 2005

Number of Shares: 
Authorized......................................................................................................................... 200,000 200,000
Issued and Outstanding ..................................................................................................... 155,895 155,895

17. Appropriation of Retained Earnings
The following appropriation of Retained Earnings of the Bank was approved at the shareholders' meeting held on June 28, 2006. 

Thousands of
Millions of Yen U.S. Dollars (Note 4)

Dividends ............................................................................................................................ ¥ 387 $ 3,294
Bonuses to Directors  and Corporate Auditors.................................................................... – –
Transfer to Voluntary Reserve ............................................................................................ – –
Total .................................................................................................................................... ¥ 387 $ 3,294

Net pension expense related to the retirement benefits for the years ended March 31, 2006 and 2005, was as follows:
Thousands of

Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Service cost ......................................................................................................................... ¥ 556 ¥ 488 $ 4,733
Interest cost ......................................................................................................................... 364 456 3,098
Expected return on plan assets ............................................................................................ (84) (92) (715)
Amortization of prior service cost....................................................................................... 12 12 102
Amortization of actuarial losses.......................................................................................... 1,458 926 12,411
Other.................................................................................................................................... (42) (43) (357)
Net pension expense............................................................................................................ 2,264 1,748 19,273
Total .................................................................................................................................... ¥ 2,264 ¥ 1,748 $ 19,273
* Pension expenses of consolidated subsidiaries that apply the convention are all included in “service cost.”

Assumptions used in the calculation of the above information for the years ended March 31, 2006 and 2005, were as follows: 

2006 2005

Discount rate ....................................................................................................................... 1.9% 1.9%
Expected rate of return on plan assets................................................................................. 1.38% 1.5%
Method of attributing the projected benefits to periods of services.................................... Straight-line basis Straight-line basis
Amortization of prior service cost....................................................................................... 5 years 5 years

5 years from 5 years from
Amortization of unrecognized actuarial differences ........................................................... next fiscal year next fiscal year

The funded status and amounts recognized in the consolidated balance sheets are as follows: 
Thousands of

Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Projected benefit obligations............................................................................................... ¥ (18,892) ¥ (19,178) $ (160,824)
Fair value of plan assets ...................................................................................................... 7,869 6,091 66,987
Projected benefit obligations in excess of plan assets......................................................... (11,022) (13,087) (93,828)
Unrecognized net actuarial loss........................................................................................... 1,601 4,720 13,629
Unrecognized prior service cost.......................................................................................... 36 48 306
Net liability recognized ....................................................................................................... ¥ (9,384) ¥ (8,317) $ (79,884)
Prepaid pension cost............................................................................................................ –
Reserve for employees’ retirement benefits........................................................................ ¥ (9,384) ¥ (8,317) $ (79,884)

Notes to Consolidated Financial Statements
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19. Other Expenses — Other Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Write-down for stocks......................................................................................................... ¥ 19 ¥ 235 $ 169
Loan amortization ............................................................................................................... 6,205 2,757 52,825
Other.................................................................................................................................... 2,168 1,804 18,458
Total .................................................................................................................................... ¥ 8,393 ¥ 4,797 $ 71,453

20. Income Taxes
The tax allocation of significant temporary differences which resulted in deferred tax assets and liabilities at March 31, 2006 and 2005, is
summarized as follows: Thousands of

Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Deferred Tax Assets: ........................................................................................................... ¥ 24,506 ¥ 15,973 $ 208,614
Reserve for possible loan losses.......................................................................................... 22,758 14,567 193,734
Reserve for employees’ retirement benefits........................................................................ 3,794 3,307 32,297
Net valuation difference of securities available for sale .................................................... 2,999 857 25,529
Reserve for employee bonuses............................................................................................ 486 480 4,137
Depreciation ........................................................................................................................ 246 268 2,094
Enterprise tax payable ......................................................................................................... 24 170 204
Amortization of securities ................................................................................................... 184 182 1,566
Other.................................................................................................................................... 647 683 5,507
Valuation allowance............................................................................................................ (6,635) (4,543) (56,482)
Deferred Tax Liabilities: ..................................................................................................... (8,450) (4,003) (71,933)
Retained earnings of foreign subsidiaries ........................................................................... (211) (184) (1,796)
Net valuation difference of securities available for sale ..................................................... (8,190) (3,818) (69,719)
Other.................................................................................................................................... (48) – (408)
Net Deferred Tax Assets ..................................................................................................... ¥ 16,056 ¥ 11,969 $ 136,681

Net deferred tax assets for fiscal 2005 are not provided because loss before income taxes was recorded.

21. Consolidated Statements of Cash Flows
Relations between cash and cash equivalents at fiscal year-end and amounts of items on the consolidated balance sheet

Millions of Yen

2006 2005

Cash deposit ........................................................................................................................ ¥ 54,785 ¥ 89,954
Time deposit........................................................................................................................ (776) (1,194)
Other.................................................................................................................................... (3,445) (6,143)
Cash and cash equivalents................................................................................................... ¥ 50,562 ¥ 82,616

The amounts of outstanding future lease payments due at March 31, 2006 and 2005, excluding the interest portion, are summarized as follows: 
Thousands of

Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Future Lease Payments
Within one year ................................................................................................................. ¥ 1,007 ¥ 1,266 $ 8,572
Over one year .................................................................................................................... 2,286 3,271 19,460

Total .................................................................................................................................... ¥ 3,294 ¥ 4,537 $ 28,041

Assumptions as to acquisition cost, accumulated depreciation, net book value and depreciation expense of the leased assets (machinery and
equipment), are summarized as follows:

Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Acquisition .......................................................................................................................... ¥ 7,115 ¥ 8,392 $ 60,568
Accumulated Depreciation.................................................................................................. (4,026) (4,098) (34,272)
Net Book Value................................................................................................................... 3,088 4,293 26,287
Depreciation ........................................................................................................................ ¥ 1,229 ¥ 1,382 $ 10,462

Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Lease Rental Expenses ........................................................................................................ ¥ 1,430 ¥ 1,615 $ 12,173

22. Lease Commitments and Contingent Liabilities
Finance lease contracts, other than those by which the ownership of the leased assets is to be transferred to lessees, are accounted for by a method
similar to the operating lease method. 

Lease rental expenses on finance lease contracts without ownership-transfer for the years ended March 31, 2006 and 2005, are summarized as
follows: 
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Attribute Name Address
Paid-in capital Business or Ratio of voting rights

Relationship
Transaction Transaction amount

Item
Balance at

(Millions of yen) occupation (%) content (Millions of yen) fiscal year-end
Concurrent holding Business 
of directors’ posts relationship

Provision of loans (0) Loans 9
Hitoshi Akahira – – Director of the Bank Direct 0.00 – – Receipt of interest, etc. 0 Accrued income 0

Directors
Provision of loans – Loans 11

Tadamichi Yamamoto – – Company executive – – – Receipt of interest, etc. 0 Accrued income 0
Provision of loans (213) Loans 42

Kenzo Osaka – – Company executive Direct 0.00 – – Receipt of interest, etc. 7 Accrued income 0
Company whose  Michinoku Aomori-shi, 3 Accounting firm – No Extending of Provision of loans 218 Loans 251
majority of voting Management  Aomori prefecture credit Receipt of interest, etc. 1 Accrued income 0
rights is owned by Accounting
a director or Center Ltd. (*1)

his/her close Maruyo Seafood Hachinohe-shi, 99 Marine product Direct 0.17 No Extending of Provision of loans 616 Loans 2,400
relatives (including Co., Ltd. (*2) Aomori prefecture processing credit Payment guarantee (34) Payment guarantee 

150
subsidiaries of endorsement
such company) Receipt of interest, etc. 14 Accrued income 3

24. Related-party transactions
Fiscal 2005 (From April 1, 2004, to March 31, 2005)
(1) Parent company and principal corporate shareholders
Not applicable.

(2) Directors and principal individual shareholders 

(*1) Kenzo Osaka, Auditor of the Bank, and his close relatives own 97.1% of voting rights.
(*2) Yoshihiro Sakaki, Auditor of the Bank, and his close relatives own 60.7% of voting rights.
(*3) Trading conditions and the policy for determination of trading conditions 

Regarding provision of loans to the above-mentioned individuals and companies, the Bank determines trading conditions in the same manner as 
for ordinary trading conditions, taking market interest rates into consideration.

23. Segmental information  
Business segment information
Fiscal year ended March 31, 2005, and fiscal year ended March 31, 2006
Other than banking operations, certain consolidated subsidiaries provide temporary staff services. However, because the proportion of such services
is negligible, business segment information is not stated.
Geographical segment information
Fiscal year ended March 31, 2005, and fiscal year ended March 31, 2006
As Japan accounts for more than 90% of aggregated ordinary income of all segments and of aggregated amount of assets of all segments,
geographical segment information is not stated.
Ordinary income of international operations
Fiscal year ended March 31, 2005, and fiscal year ended March 31, 2006
As ordinary income of international operations accounts for less than 10%, information on ordinary income of international operations is not stated.

Notes to Consolidated Financial Statements

(3) Subsidiaries
Not applicable.

(4) Fellow subsidiaries
Not applicable. 

25. Related-party transactions
Fiscal 2006 (From April 1, 2005, to March 31, 2006)
(1) Parent company and principal corporate shareholders
Not applicable.



Yen U.S. Dollars (Note 4)

2006 2005 2006
Book Value per Share ......................................................................................................... ¥ 516.80 ¥ 588.35 $ 4.39
Net Income per Share.......................................................................................................... (90.95) (59.12) (0.77)

26. Information about Shares 

The basis for calculating net income (loss) per share is as follows:
Yen U.S. Dollars (Note 4)

2006 2005

Net income (loss) ................................................................................................................ ¥ (90.95) ¥ (59.12) $  (0.77)

Thousands of
Millions of Yen U.S. Dollars (Note 4)

2006 2005 2006
Net income (loss) ................................................................................................................ ¥(14,053) ¥ (9,160) $(119,630)
Amount not attributable to common shareholders .............................................................. –
Of which bonuses to directors by appropriation of retained earnings................................. –
Net income (loss) per share of common stock .................................................................... ¥(14,053) ¥ (9,160) $(119,630)

Thousands of Shares

2006 2005
Average number of common stock shares outstanding during the year ............................. 154,512 154,955

Data on fully diluted net income per share is not stated, as there are no potential shares outstanding.

From the year ended March 31, 2003, the Bank adopts “Accounting Standard for Net Income Per Share” (Financial Accounting Standard No. 2) and
“Implementation Guidance for Accounting Standard for Net Income Per Share” (Financial Accounting Standards Implementation Guidance No. 4)
issued by the  Accounting Standards Board of Japan. 

(2) Directors and principal individual shareholders 

(*1) Tadamichi Yamamoto, Auditor of the Bank, provides the Bank with debt guarantee for loans to third parties amounting to ¥1,013 million.
(*2) Yoshihiro Sakaki, Auditor of the Bank, provides the Bank with debt guarantee for loans amounting to ¥2,406 million, and payment guarantee

amounting to ¥116 million to Maruyo Seafood Co., Ltd., a third party.
(*3) Kenzo Osaka, Auditor of the Bank, provides the Bank with debt guarantee for loans to Michinoku Management Accounting Center Ltd., a third

party, amounting to ¥254 million.
(*4)Yoshihiro Sakaki, Auditor of the Bank, and his close relatives own 60.7% of the voting rights.
(*5)Kenzo Osaka, Auditor of the Bank, and his close relatives own 97.1% of the voting rights.
(*6)Trading conditions and the policy for determining trading conditions for the above-mentioned individuals and companies are determined in the

same manner as for ordinary transactions.

(3) Subsidiaries
Not applicable.

(4) Fellow subsidiaries
Not applicable. 

Attribute Name Address
Paid-in capital Business or Ratio of voting rights

Relationship
Transaction Transaction amount

Item
Balance at 

(Millions of yen) occupation (%) content (Millions of yen) fiscal year-end
Concurrent holding Business 
of directors’ posts relationship

Provision of loans – Loans 11
Tadamichi Yamamoto – – Auditor of the Bank – Receipt of interest, etc. 0 Accrued income 0

Guarantee of debt (*1) 1,013 – –
Directors Yoshihiro Sakaki – – Auditor of the Bank – Guarantee of debt (*2) 2,522 – –

Provision of loans 0 Loans 38
Kenzo Osaka – – Auditor of the Bank Direct  0.00 Receipt of interest, etc. 1 Accrued income 0

Guarantee of debt (*3) 254 – –
Company whose Maruyo Seafood Hachinohe-shi, 99 Marine product Direct 0.17 No Extending of Provision of loans 6 Loans 2,406
majority of voting Co., Ltd. (*4) Aomori prefecture processing credit Payment guarantee (34) Payment guarantee

116
rights is owned by Receipt of interest, etc. 18 endorsement
a director or Accrued income 2
his/her close Michinoku Aomori-shi, 3 Accounting firm No Extending of Provision of loans 2 Loans 254
relatives (including Management Aomori prefecture credit Receipt of interest, etc. 6 Accrued income 0
subsidiary of Accounting 
such company) Center Ltd. (*5)
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