Kyushu-Shinwa Financial Group

GRESIDENT'S S TATEMENT

The term under review started with the creation of a new bank at 1 April 2003, when The Shinwa Bank, Ltd. and The
Kyushu Bank, Ltd. amalgamated with its new name as “The Shinwa Bank, Ltd.” under the umbrella of Kyushu-Shinwa
Holdings, Inc. The new bank is headquartered in Sasebo City, Nagasaki Prefecture, with Shinwa Bank being the surviv-

ing entity.

The Shinwa Bank, Ltd. was established in 1939 as a result of the consolidation of a number of community banks in
Nagasaki, one of which was found in 1879. The Kyushu Bank, Ltd. was founded in 1940 as Sasebo Mutual Savings
Associacion, as a result of the merger of three Nagasaki-based mutual savings associations. On 1 April 2002 the two
banks jointly established Kyushu-Shinwa Holdings as holding company; concurrently, the two banks were converted
into subsidiaries to the company. One year later, as said above, the new Shinwa Bank was set up, with its head office
located in Sasebo City, Nagasaki. The holding company and the new bank have formed Kyushu-Shinwa Financial

Group, together with their subsidiaries.

The establishment of the new bank is the milestone of the Group. In addition to the Nagasaki area — a stronghold
for the Bank, it has created a wider business base over the Northern Kyushu zone. The Bank’s network spreads over

the zone — Fukuoka, Saga, and Nagasaki Prefectures, with 166 offices.

During the term under review the Bank put emphasis upon pursuing higher merger effect and establishing a financial
basis for the future. Following the consolidation of the operating systems of the old two banks, the Bank addressed
itself to reduction in personnel and administrative costs to enhance the effect of the amalgamation. Its branch offices
decreased by fourteen to 166 sites; the number of the work force dropped by 9.5% to 2,336. The costs and expenses
were reduced by 11.3% to ¥35,096 million. Thanks to these efforts the operating profit before extraordinary items was
¥17,159 million. On the other hand, the Bank wrote off ¥52,825 million of possible loan losses to create a strong fis-
cal structure for further developments. Such a write-off caused the Bank to mark ¥35,621 million in the operating loss

and ¥34,373 million in the net loss. The capital adequacy ratio was 6.32% at the end of the term.

FY 2004 is the term of finishing in strengthening earning power and operational efficiency. For such purposes, we
continuously promote reducing administrative costs and restructuring corporate clients who are weak in financial stand-
ing. With clear strategy and high morale of the staff, our prospect is encouraging. To you, our stockholders, and cus-

tomers, we extend our cordial gratitude for your ongoing support.
June 2004
Nobuhiko Oda

President

KS FG Kyushu-Shinwa
~ Financial Group
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The Shinwa Bank, Ltd.

Non-Consolidated Balance Sheets

As of March 31, 2004 and 2003

Millions of yen

Thousands of
U.S.dollars
(Note 2)

2004

2003

2003

2004

Assets:

Cash and due From banks - e
Call JOGINS -+ ettt
Commercial paper and other debt purchased -+
Trading GCCOUNt SECUFfies oo
JAPANESe GOUCTTNENE BONAS ~+++++++++--vvvess v
Money held in frust oo
IVESHMENE SECUITHES -+ v ereeeereemterteieiiteee et
JAPANESE GOUCTTINENE BONAS ~+++++++++--vvvesse e
Japanese local government bonds -+
COPORAE DORGIS -+
COPORAIE SIOCRS -+
Loans and bills discounted (Note 4) -+
BIlIS diSCOURIEA. -+t
LONS 0N Dills et
LOUNS 01 el e
QUERRAfls -+
FOreign eXChange - oot
DUC [FOM JOTEIGH BARRS -+
Foreign bills of exchange DOught -+
Foreign bills of exchange receivable -+
OBhEE QSSEES -+ e eseeeertetee ettt
Domestic exchange seltlement account, debit -+
PrODAI QUPONSEs -+
ACOPUEA THCOINE ~+++ e ver e e ee et e
DOFDGLIES e e e
Dferred BOdge I0s5es s
OBDOIS <o
Premises and equipment (Note 4) ...
Defferred Income Taxes (Note 6) oo
Customer's liabilities for acceptances and guarantees
Reserve for possible loan losses ...
Reserve for possible losses on investment securities --........................

The accompanying noles are an integral part of these statements.

93,935
847

55

67

67
3,000
508,561
237,098
62,995
85,296
56,211
006,958
1,901,534
41,751
328541
1,313,733
217,507
2,772
2,560
169

42
15,226
0

26
2,203
2,762
282
9,949
73,525
42,332
36,522
(76,013)
(579)

Shinwa Bank

¥ 89,677
503

58

156

156

327,626
145,661
55,672
67,684
29478
29,130
1,211,261
34,186
200,296
819,449
157,328
1,773
1,609
143

604
4,550
52,688
25,787
16,995
(46,712)

Kyushu Bank

85,561

97,941
42,138
7,767
34,699
12,335
999
796,108
12,917
179,736
563,300
40,152
318
237

5,072
28,608
18,461
16,407

(21,515)

$ 887,016
7,998

519

632

632
28,328
4,802,275
2,238,885
594,853
805,439
530,793
632,275
17,955,939
394,249
3,102,370
12,405,410
2,053,890
26,175
24,173
1,595

396
143,777

0

245
20,802
26,081
2,662
93,947
694,287
399,735
344,872
(717,780)
(5,467)

2,601,786

¥ 1,686,287

1,027,680

$ 24,568,328




The Shinwa Bank, Ltd.

Thousands of

U.S.dollars
Millions of yen (Note 2)
2004 2003 2003 2004

Liabilities:

Current deposz’ls e
OV(/fl’ﬂﬂ?j) d@p()SilS e

INSLAIMENt SAVINGS -+
Negotiable certificates of deposits oo
Call MONEY

Payables under repurchase agreements (Note 4) ...

Collateral money for bond lending (Note 4) oo
Borrowed money (Note 4) -+

FOreign eXchange - oo

Foreign bills of exchange sold -

Foreign bills of exchange payable -

Domestic exchange settlement account, credit -

AcCCrued 1NCOmMe 1AXEs v

ACCIUCA @XPENISES -+ oot
Unearned FIUCOIUQ +++ v rme s et
Reserve for interest on installment Savings -
Others
RESEIVE FOr DOMUS -+ rrrerrerrreerreeiteie et
Accrued severance and pension liabilities -

Deferred income tax on land revaluation oo
Acceptances and guaranfees -+

Shareholders’ equity:
Copital stock (Note 4)
Capital surplus

Legal retained eqrnings D P

Voluntary FESEIVES - ww wmrmmmm et

Retained earnings (accumulated deficits) oo
Land revaluation reserve, net of tax (Note 4) -oovvevs
Unrealized gain on securities,net oo
Total shareholders’ equity oo
Total liabilities and shareholders’ equity -

The accompanying notes are an integral part of these statements.

Shinwa Bank

Kyushu Bank

¥ 2,331,552 ¥ 1,512,264 ¥ 936,754 $ 22,016,543
93,848 65,455 28,139 886,194
805,068 572,907 206,836 7,602,152
27,286 26,526 2,786 257,658

15,384 12,913 - 145,269
1,343,238 780,952 672,605 12,684,022
14,705 10,935 15,138 138,857
32,020 42,573 11,247 302,360
46,290 36,704 - 437,110

- 3,958 - -

1,011 - 9,546

29,825 1,165 - 281,633
11,898 11,726 210 112,351

9 10 2 84

5 7 2 47

3 2 - 28

7,791 4,643 5,088 73,569

12 17 186 113

104 279 742 982

3,375 1,119 2,399 31,869

2,766 1,649 1,388 26,118

3 6 4 28

530 621 18 5,004

997 949 347 9,414

925 661 422 8,734

11,324 6,019 3,230 106,931
17,197 13,558 5,805 162,389
36,522 16,995 16,407 344,872

¥ 2494346 ¥ 1,607,708 ¥ 967,921 $ 23,553,786
¥ 20,915 ¥ 20,915 ¥ 32,300 $ 197,497
62,383 15,936 17,898 589,074
12,195 12,195 - 115,155

3,363 7,364 - 31,756
(28,235) (672) 817 (266,619)
25,332 19,977 8,546 239,206
11,484 2,860 196 108,441
107,439 78,578 59,758 1,014,532

¥ 2,601,786 ¥ 1,686,287 ¥ 1,027,680 § 24,568,328




The Shinwa Bank, Ltd.

Non-Consolidated Statements of Income and Retained Earnings
For the years ended March 31, 2004 and 2003

Thousands of

U.S.dollars
Millions of yen (Note 2)
2004 2003 2003 2004
Shinwa Bank Kyushu Bank

Income:

Inferest inCome oo ¥ 57,673 ¥ 35145 ¥ 25,636 $ 544,598
Interest on loans and diSCOUNLS e 51,328 29,515 24,417 484,683
Interest and dividends on securities - : 6,287 5,537 1,212 59367
TREETESE 012 CALl [OQIS + -+ v eveveeeeeeeeeee e 18 35 7 169
Interest on bills purchased e 0 0 - 0
Interest on deposils with banks - : 0 2 0 0
INterest 0N iNterest SWA -+ 16 5 - 151
Other interest freome =« 21 48 4 198

Fees and COMMUESSIONS v vremremeeieiiii 6,6]2 5,2]8 ]/4]4 62,436

Other operuting TNCOMI@ oo 532 905 1 ,] 51 5[023
Gains on foreign exchange transactions - 145 152 35 1,369
Gains on sale of trading account securities - 1 - - 9
Gains on Sale Of DONS - wwvevreeesieieieic 258 729 1,107 2,436
Gains on redemption of bonds 0 - - 0
Gains on derivatives 126 23 8 1,189
Olhe?” .................................................................. 0 0 0 0

Other INCOME -+ vee et 2,080 2/] 56 602 1 9,64]
Gains on sales of stock and other securities - 1,337 1,778 230 12,625
Gains on money held in (rust - 110 - - 1,038
()72 632 378 371 5,967

Total income - oooooovrerremvv ¥ 66,898 ¥ 43,426 ¥ 28,805 $ 631,709

Expenses:

Interest @XPENSEs -+ - v ¥ 3,635 ¥ 2,014 ¥ 2,389 S 34,324
TNLEFSE 011 AEPOSILS -+ e 2,420 980 2183 22,851
Interest on negotiable certificates of deposits------------- 27 33 2 254
Interest 01 Call MONEY -+ 46 107 1 434
Interest on payables under repurchase agreements - 1 - - 9
Interest on collateral money for bond lending - 40 2 - 377
Interest on bOrrowed momney -« 153 260 1 1,444
Interest on convertible bonds oo : - - 189 -
Interest 01 iNLEFeSt SWAPS «-- -+ verveeieei 890 565 9 8,404
Other INterest @XPEINSES -« 54 64 1 509

Fees and commissions oo 3,405 1,954 1,517 32,152

Other operating expenses e 36 104 51 339
Losses on sale of trading account securities - - 0 1 -
Losses on sale of bondls - : 36 2 49 339
Losses on devaluation of bonds - - 101 - -

General and administrative expenses oo : 35,285 25,470 14,445 333,191

Other eXpenses i 60,157 11,676 9,670 568,054
Provision for reserve for possible loan losses 54,194 9,344 7,098 511,746
WHile-0ff Of [OANS -+ oveoeeee . 403 122 S 3,805
Losses on sales of stock and other securities -+ 40 4 186 377
Losses on devaluation of stocks and other securities ------ 294 1,721 1,617 2,776
Losses 011 money held in trust- o : - 38 - -

Total expenses oo ¥ 102,520 ¥ 41,222 ¥ 28,075 $ 968,083

The accompanying notes are an integral part of these statements.

W



The Shinwa Bank, Ltd.

Thousands of

U.S.dollars
Millions of yen (Note 2)
2004 2003 2003 2004
Shinwa Bank Kyushu Bank
Operating profit (loss) oo ¥ (35,621) ¥ 2,203 730 (336,364)
Extraordingry profit - 1,446 1,015 1,285 13,654
Extraordingry loss - 1,973 785 1,339 18,630
Income (loss) before income faxes o ¥ (36,148) ¥ 2,434 676 (341,340)
Deferred income faxes (1,845) 1,036 (859) (17,422)
Net income (loss) o ¥ (34,373) ¥ 702 768 (324,579)
Appropriations:
Retained earnings brought forward -+ D 946 ¥ 1,178 - 27,818
Reversal of land revaluation reserve -+ 3,191 157 48 30,132
Interim dividends paid~ O PP - 2,710 - -
Retained earnings (accumulated deficits) at the end of the year - ¥  (28,235) ¥ (672) 817 (266,619)
Yen U.S.dollars
Net income (loss) per share ... ¥ (112.08) ¥ 3.36 4.44 (1.058)

Subsequent event

On June 29, 2004, the shareholders authorized the disposition of

accumulated deficits as follows:

Millions of yen

March 31

Thousands of
U.S.dollars

Accumulated deficits as

of March 31,2004 -+-oooooveeeee ¥ (28,235)
Reversal of voluntary reserves - 3,363
Reversal of capital surplus -+ 24,871

Accumulated deficits carried

Forward - oot ¥

$ (266,619)
31,756
234,853

The accompanying notes are an integral part of these statements.
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The Shinwa Bank, Ltd.

Notes to The Non-Consolidated Financial Statements

1. Basis of presenting non-consolidated financial statements

The accompanying non-consolidated financial statements have been prepared
based on the accounts maintained by the Shinwa Bank, Ltd.(the“Bank”) in
accordance with accounting principles and practices generally accepted in
Japan under the requirements of the Japanese Commercial Code and other
applicable rules and regulations, which are different in certain respects as to
application and disclosure requirements from International Financial
Reporting Standards. The accompanying non-consolidated financial
statements are compiled from the non-consolidated financial statements filed
with the Ministry of Finance as required by the Securities and Exchange Law
of Japan, and include certain additional financial information for the
convenience of readers outside Japan.

Under the Enforcement Regulations of the Japanese Banking Law, all yen
figures are rounded down to the nearest one million yen. Accordingly,
breakdown figures may not add up to sums.

The non-consolidated financial statements are not intended to present the
non-consolidated financial position and results of operations in accordance
with accounting principles and practices generally accepted in countries and

jurisdictions other than Japan.

The Bank merged with The Kyushu Bank, Ltd. on April 1, 2003, then starting
the first fiscal year (from April 1, 2003 to March 31, 2004) of the consolidated
bank. As for the year ended March 31, 2003, hence, these consolidated

financial statements show data and notes of the two banks.

2. U.S.dollar amounts

U.S.dollar amounts presented in the accompanying financial statements are
included solely for convenience of readers outside Japan. The rate of
¥105.90= US$1.00, prevailing on March 31, 2004, has been used for the
translation. The inclusion of such amounts should not be construed as
representations that Japanese yen amounts have been or could be converted

into U.S.dollars at this rate or any other rate.

3. Signficant accounting policies

(1) Trading account securities

Listed trading account securities are stated at fair value. The cost is
determined by the moving average method.

(2) Investment securities

a. Equity investments in subsidiaries and affiliates are stated at cost.
Marketable equity securities and debt securities classified as other securities
are carried at fair value with the unrealized gains and losses, net of tax,
reported in a separate component of shareholders' equity. Unquoted equity
securities are carried at cost determined by the moving average or amortized
Cost.

b. Securities, managed as trust assets for money in trust, primarily for the sole
purpose of investing in securities, are stated at fair value.

(3) Derivatives

Derivatives transactions are stated at fair value.

(4) Depreciation

a. Premises and equipment

Depreciation of premises and equipment is calculated using the declining
balance method, except that depreciation for buildings (excluding building
improvements) acquired on or after April 1, 1998, is calculated using the

straight-line method.

For the Years ended March 31 2004 2003

Shinwa Kyushu

Bank Bank

Useful Life
Building 3-50 years  18-50 years  3-50 years
Equipment 3-20 years  3-20 years  3-20 years

b. Software

Software for internal use is amortized on a straight-line basis over the
estimated useful lives (five years).

(5) Accounting standard for impairment of fixed assets

On August 9, 2002, the Business Accounting Council in Japan issued the
"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 an asset may not be
recoverable. An impairment loss shall be recognized in the income statement
by reducing the carrying amount of impaired assets or a group of assets to
the recoverable amount to be measured as the higher of net selling price and
value in use.

The standard shall be effective for fiscal years beginning April 1, 2005.
However, an earlier adoption is permitted for fiscal years beginning April 1,
2004 and for fiscal years ending between March 31, 2004 and March 30, 2005.
The Bank has not yet applied this new standard nor has determined the
effect of applying it on the Bank's non-consolidated financial statements for
the year ended March 31, 2004.

(6) Foreign currency translation

Assets and liabilities denominated in foreign currencies are translated into yen
at the exchange rates in effect at the respective balance sheet dates.

(7) Reserve for possible loan losses

Write-offs of loans and reserves for possible loan losses are calculated as
follows:

a. For claims to legally bankrupt customers and those to virtually bankrupt
customers, a reserve is provided on the balance after deducting from the
book value of claims the anticipated amount recoverable through disposal of
collateral and the anticipated amount recoverable by guarantees.

b. For claims to potentially bankrupt customers, a reserve is provided on the
balance considered necessary after deducting from the amount of claims the
anticipated amount recoverable through disposal of collateral and the
anticipated amount recoverable by guarantees.

c. For the other claims, a reserve is provided using default rates computed
based on the loan loss incurred during a certain period in the past.

All claims are assessed by our branch offices and business divisions based on
the self-assessment rules for asset quality, and asset inspection divisions
which are independent from branches and business divisions audit their
assessment. Based on the results of the audits, reserves are provided. For a

portion of claims, with a collateral or a guarantee, to legally or virtually




The Shinwa Bank, Ltd.

bankrupt customers, the assessed amount of collateral and the anticipated
amount recoverable by guarantees are deducted from the amount of claims.

The balance written off as unrecoverable is as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu
Bank Bank

Write-offs as Unrecoverable 94,532 20,979 43,892 892,653

(8) Reserve for Possible Losses on Investment Securities

Reserve for possible losses on investment securities is provided, in provision
for losses on investment securities, by the necessary amount after
consideration for financial condition of issuers.

(9) Employee Bonus

Reserve for employee bonuses is provided, in provision for payment of
bonuses to employees, by the amount of estimated bonuses, which are
attributable to the respective fiscal year.

(10) Employees' Retirement Benefits

Effective April 1, 2000, the Accounting Standards for Retirement Benefit was
issued by the Business Accounting Deliberation Council. In accordance with
the new standards, accrued severance indemnities are provided based on the
amount of projected benefit obligation reduced by pension plan assets at fair
value at the end of the annual period. Prior service costs are amortized over
a certain period (10 years) within employees' average remaining service
period on straight-line basis. Actuarial gains or losses are amortized over a
certain period (10 years) within employees' average remaining service period
on straight-line basis from the next period in which they arise. The
unrecognized transitional obligation at date of adoption was partly offset
against a gain on securities contribution to an employee retirement benefit
trust in 2001 and the remaining amount is amortized over 5 years. The
unrecognized transitional obligation taken over from The Kyushu
Bank,Ltd.(¥1,382 million or US$13,050 thousand) was appropriated this fiscal
year.

Transitional obligation is as follows:

Thousands of

As of March 31 Millions of yen U.S. dollars(Note 2)

2004 2003 2004

Shinwa  Kyushu

Bank Bank

Transition Obligation 6,973 6,973 4,301 65,845
Contribution to Employee Retirement Trust 3,626 3,626 - 34,239
Remaining Amount Amortized 3,347 3347 4,301 31,605

The Kyushu Bank’s change of accounting method:

In the prior years, The Kyushu Bank, Ltd. had amortized its transitional
obligation over 15 years and reported as an operating expense. However,
from the year ended March 31, 2003, The Kyushu Bank, Ltd. changed its
accounting method of amortization such that its transitional obligation is
amortized over 3 years and reported as an extraordinary loss. This change
was to establish its sound financial condition at an earlier stage and set up the
same accounting method as The Shinwa Bank, Ltd. applies (amortization

period: 5 years) since the year ended March 31, 2001, in accordance with

“Accounting Treatment for Transitional Obligation of Retirement Benefit
(JICPA Research Center’s Deliberation Bulletin No. 13 Issued on March 22,
2000).”  As a result of this accounting change, the operating profit and the
income before income taxes for the year ended March 31, 2003, increased by
¥286 million and decreased by Y955 million, respectively, compared to the
figures that would have been reported based on the previous accounting
method.

(11) Leases

Finance leases other than those which are deemed to transfer the ownership
of the leased assets to lessees, are accounted for by a method similar to that
applicable to ordinary operating leases.

(12) Consumption tax

No national and local consumption taxes are included in expenses.
However, those consumption taxes, etc. for premises and equipment which
are not tax-deductible are expensed as incurred.

(13) Hedge Accounting

From the fiscal year ended March 31, 2004, the Bank started utilizing a
deferral method of hedge accounting for interest rate risks in financial assets
and liabilities. In the previous year as the transitional treatment the Bank
employed the macro-hedge method to manage the overall interest rate risk
inherent in various financial assets and liabilities by using derivatives in
accordance with “Accounting and Audit Treatment of Accounting Standards
for Financial Instruments in Banking Industry (JICPA Industry Audit
Committee Report No. 24).”

Of the deferred hedge losses at the end of the current fiscal year, ¥282
million (US$2,662 thousand) was attributable to the macro-hedge method.
For the fiscal years ended March 31, 2004 and 2003, such a loss was
employed as fund-raising costs according to remaining periods and notional

principals of hedge instruments.

4. Notes to Balance Sheets

(1) Investments in subsidiaries are as follows:

Thousands of

As of March 31 Millions of yen U. . dollars(Note 2)

2004 2003 2004

Shinwa  Kyushu
Bank Bank

Stock issued by Affiliated Companies 170 40 80 1,005

(2) Loans and bills discounted include “loans to legally bankrupt borrowers”

and “delinquent loans” listed as follows.

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu

Bank Bank

Loans to Legally Bankrupt Borrowers 15,233 17,011 7,756 143,843
Delinquent Loans 142,472 85,107 40,877 1,345,344

“Loans to legally bankrupt borrowers” represent loans meeting the following

conditions:
a. Loans on which no interest is accrued(excluding the portion written off,

referred to hereinafter as the “loans without accrued interest”), as their




The Shinwa Bank, Ltd.

principal or interest amounts are deemed uncollectable due to the delinquency
of principal or interest over the considerable time of period and other factors.
b. Loans meeting the conditions prescribed by the item 3-(a) through (e) or
item 4 of Paragraph 2, Article 96 of the Corporation Tax Law
Enforcement Regulations (1965 Government Ordinance No.97).
“Delinquent loans” represent the loans without accrued interest, excluding
“loans to legally bankrupt borrowers” or “loans with interest payments
postponed for purposes of restructuring or supporting borrowers’ business”.
(3) Loans and bills discounted include “loans with overdue period of three

months or more” listed as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu
Bank Bank

Loans with Overdue Period of Three Months or More 114 212 83 1,076

“Loans with overdue period of three months or more” represent those loans

for which principal or interest payments are in arrears for three months or
more from the day following the agreed payment date, but do not come
under “loans to legally bankrupt borrowers” or “delinquent loans”.

(4) Loans and bills discounted include “loans with relaxed conditions” listed

as follows:

Thousands of

As of March 31 Millions of yen U.S. dollars(Note 2)

2004 2003 2004

Shinwa  Kyushu

Bank Bank

Loans with Relaxed Conditions 60,246 23932 45,409 568,895

“Loans with relaxed conditions” refers to the following:

Loans for which certain conditions have been relaxed for the benefit of the
borrower through measures such as the reduction and exemption of interest,
the deferment of interest payments, the deferment of principal repayments, or
the abandonment of claims in order to reconstruct or support the borrowers’
business, but do not come under “loans to legally bankrupt borrowers”,
“delinquent loans”, or “loans with overdue period of three months or more”.

(5) “Loans to legally bankrupt borrowers”, “delinquent loans”, “loans with
overdue period of three months or more” and “loans with relaxed conditions”

totaled as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu
Bank Bank

Towl Amount of Loans and Bls Discounte Lie i ems (2, (3 and () sbove 218,067~ 126,263 94,126 2,059,178

(6) Land Revaluation

In accordance with the law concerning the revaluation of land (Law No.34
promulgated on March 31, 1998), land for business use has been revalued.
The tax effect of the revaluation difference is recorded as “Deferred income
tax on land revaluation” in liabilities and the remaining after-tax amount is
recorded as “Land revaluation reserve, net of tax” in shareholders’ equity.
Date of revaluation:March 31, 1998.

Methods for revaluation set forth in Article 3, paragraph 3 of the law
concerning revaluation of land:Land prices are determined based on assessed
amount for taxes on fixed assets as set forth in Article 2, item 3 of the enforcement
ordinance concerning land revaluation (Government Ordinance No. 119
promulgated on March 31, 1998), reflecting appropriate adjustments including the
price adjustment for depth of the land, time adjustment, and adjustment based on
recent sales prices of adjacent land.

Excess of the total fair value of the land for business use revalued under
Article 10 of the law over the total book value of the land after revaluation

are as follows:

Thousands of
Millions of yen U. S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu
Bank Bank

Excess of the Total Fair Value of the Land for Business Use Revalued 22,307~ 16,088 8,154 210,642

(7) Accumulated depreciation of premises and equipment are as follows:

Thousands of

As of March 31 Millions of yen U. . dollars(Note 2)

2004 2003 2004
Shinwa  Kyushu
Bank Bank
Accumulated Depreciation of Premises and Equipment 39,896 28,586 12,020 376,732

(8) Gain on sales of premises and equipment deducted from the acquisition

costs of newly acquired premises and equipment as replacements are as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu
Bank Bank

Deduction of Cost of Premises and Equipment 17,234 15,708 1,526 162,738

(9) Pledged Assets

Assets that are pledged as collateral are as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu

Bank Bank

Assets that are Pledged as Collateral

Securities 1,409 1530 4,326 13,305
Obligations Corresponding to Collateral Assets

Cash and Due from Bank - - 927 -

Acceptances and Guarantees 622 249 - 5,873

Collateral Money for Bond Lending - 1,165 - -

In addition, Securities sold under repurchase agreements and those lending
with cash collateral are ¥31,035 million (US$293,059 thousand) as at March
31, 2004, which correspond to ¥1,011 million (US$9,546 thousand) of
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payables under repurchase agreements and ¥29,825 million (US$281,633
thousand) of collateral money for bond lending.

Besides, the following assets are pledged as collateral.

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu
Bank Bank

Collateral to Exchange Settlements and for Deposit Money of Future
Securities 116919 88,624 22,142 1,104,050
Deposits 6 - 8 56

(10) Commitment lines

Commitment lines are agreements relating to loans and current accounts
where borrowing is applicable up to a certain limit upon the request of
borrowers as long as no breach is made under the terms and conditions of
relative loan agreements. The unused commitment balance relating to these
loan agreements is listed as below, all of which can terminate within one

year, or can be unconditionally cancelled at any time.

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu
Bank Bank

Unused Commitment Balance 457,852 329,452 56,013 4,323,437

Many of the agreements cease, with no loan applied; thereby, the unused loan

commitment will not necessarily affect future cash flows. Such conditions are
included in the agreements that allow us to stop loans or to decrease
applicable limits for the purpose of our protecting loan assets or of addressing
material change in business conditions. We implement protection of loan
assets through, if necessary, securing collaterals (real estate, securities, etc.) or
other measures. After agreement effected, according to our lending procedures
we review financial condition of borrowers. If any, we take necessary

measures including revision of agreement and security of loan assets.

(11) “Borrowed money” include loans of which repayment orders are

subordinated to all other debts as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)

2004 2003 2004

As of March 31

Shinwa  Kyushu
Bank Bank

Borrowed Money of which Repayment Orders 4,900 4,900 - 46,270
are Subordinated to All Other Debts

(12) Authorized stocks

Thousands
As of March 31 2004 2003
Shinwa  Kyushu
Bank Bank

Common Stocks 1,100,000 400,000 286,000
Preferred Stocks 100,000 - 43,000
Issued and Outstanding Stocks

Common Stocks 306,671 208,501 130,894

Preferred Stocks 30,000 - 30,000

5. Finance Leases
Finance lease transactions, except where the ownership of the leased assets is

regarded as being transferred to the lessee, are as follows:

Thousands of

Millions of yen U. S. dollars(Note 2)

For the Year ended March 31, 2004 ~ Movables Others  Total Total
Amount Equivalent t the Purchased Prices o the Leased Assels 3,961 - 3901 37,403
Amount Equivalent to Accumulated Depreciation 1,666 - 1,666 15,731
Amount Equivalent to Balance at Fiscal Year-End 2,294 - 2,294 21,661

For the Year ended March 31, 2003
Shinwa Bank Millions of yen

Movables Others — Total

Amount Equivalent to the Purchased Prices of the Leased Assets 2,903 - 2,903
Amount Equivalent to Accumulated Depreciation 1,311 - 1,311
Amount Equivalent to Balance at Fiscal Year-End 1,591 - 1,591

For the Year ended March 31, 2003

Kyushu Bank Millions of yen

Movables Others  Total

Amount Bquivalent o the Purchased Prices of the Leased Assets 906 - 906
Amount Equivalent to Accumulated Depreciation 529 - 529
Amount Equivalent to Balance at Fiscal-Year End 376 - 376

Amount Equivalent to Lease Payable:

Thousands of
Millions of yen U. S. dollars(Note 2)

2004 2003 2004

For the Years ended March 31

Shinwa  Kyushu

Bank Bank

Within One Year 717 463 159 6,770
Over One Year 1,577 1,128 188 14,891
Total 2,294 1,591 348 21,661
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Thousands of

For the Years ended March 31 Millions of yen U.S. dollars(Note 2)

2004 2003 2004
Shinwa  Kyushu
Bank Bank
Lease Fees Paid 944 489 304 8914
Amount Equivalent to Depreciation 944 489 223 8,914
Amount Equivalent to Interest Paid - - 38 -

Note: The lease period is set at the useful life of the assets and the
straight-line method of depreciation is used to compute the remaining

value of the assets.

6. Income Taxes
(1) The tax effects of significant temporary differences which resulted in

deferred tax assets and liabilities are as follows:

Thousands of
U.S. dollars(Note 2)

2004 2003 2004

As of March 31 Millions of yen

Shinwa  Kyushu

Bank Bank

Deferred Tax Assets:

Reserve for Possible Loan Losses 52283 23497 18,048 493,701
Accrued Severance and Pension Liabilities 5,113 2934 1,169 48,281
Tax Loss Carryforwards 2,833 - - 26,751
Depreciation Expense 994 559 518 9,380
Accrued Business Taxes - 28 61 -
Loss on Write-Down of Investment Securities - - 1,128 -
Others 1,440 731 2,195 13,597
Deferred Tax Assets — Sub-total 62,665 27,752 23,122 591,737
Valuation Allowance (14,115) - (4,527 (133,286)
Total Deferred Tax Assets 48,549 27,752 18,595 458,441
Deferred Tax Liabilities:
Unrealized Gains on Securities 6,217)  (1,94D)  (133) (58,706)
Reserve for Deduction of Cost of Premises and Equipment - (23) - -
Total Deferred Tax Liabilities 6,217) (1,965 (133) (58,706)
Net Deferred Tax Assets 42332 25,787 18,461 399,735

(2)For the year ended March 31, 2004, the reconciliation between the normal
effective statutory tax rate and the actual effective tax rate is not shown,
because the balance before income taxes in the fiscal year was a loss. For

the year ended March 31, 2003, the reconciliation is as follows:

For the Year Ended March 31, 2003 Shinwa Bank Kyushu Bank

Normal Effective Statutory Tax Rate 41.74% 41.70%
Increase (Decrease) in Taxes Resulting from
Nondeductible Expenses 2.57% -
Non-Profitable Dividends Received (5.76%) -
Equal Allocation of Resident Tax - 5.41%
Decrease in Deferred Tax Assets Due to Change of Tax Rate  27.84% 66.76%
Gains from Sale of Land Revalued 4.63% -
Adjustment from Reversal of Land Revaluation Reserve - 5.16%
Revision of Revaluation Allowance - (129.42%)
Others 0.12% (3.32%)
Effective Income Tax Rate 71.14% (13.71%)
7. Per-Share Information
U. S. dollars
For the Years ended March 31 yen (Note 2)
2004 2003 2004
Shinwa  Kyushu
Bank Bank
Net Assets Per-share 25251 376.87 22591 238
Net Income (Loss) Per-share (112.08) 3.36 4.44 (1.05)
Diluted Net Income Per-share - - 4.08 -
The above information is based on the following data:
Thousands of
For the Years ended March 31 Millions of yen U.S. dollars(Note 2)
2004 2003 2004
Shinwa  Kyushu
Bank Bank
Net Income (Loss) (34,373) 702 768 (324,579)
Net Income (Loss) not Attributable to Common Shareholders - - 187 -
Dividends Paid on Preferable Stocks - - 187 -
Net Income (Loss) Available to Common Shareholders  (34,373) 702 581 (324,579)
Adjusted Net Income - - 110 -
Interest Paid, Net of Taxes - - 110 -
Thousands
Weighted Average Number of Shares of Common Stocks Outstanding 306,671 208,501 130,894
Increase in Common Stocks - - 84,507
Common Stocks Converted - - 84,507

Notes: (1) For the year ended March 31, 2004, diluted net income per-share is
not shown, because the net balance in the fiscal year was a loss.
For the year ended March 31, 2003, diluted net income per-share
for Shinwa Bank is not shown, because there were no potential

common shares.
(2)30,000 thousand of preferred stocks issued and outstanding are not
included in the said diluted computation, because such stocks do

not have dilution impact.
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8. Merger

On November 27, 2002, The Shinwa Bank, Ltd. and The Kyushu Bank, Ltd.

held Extraordinary Meeting of Shareholders, where the amalgamation of the

two banks was approved. In compliance with the resolution, on April 1,

2003, The Shinwa Bank, Ltd. took over from The Kyushu Bank, Ltd. its whole

assets, liabilities, other claims and obligations, and employees, with the name

“The Shinwa Bank, Ltd.”

The details are outlined as follows:

(DThe Shinwa Bank, Ltd. allocated newly-issued 98,170,500 common stocks
for common shareholders registered on the list of shareholders dated on
March 31, 2003 in the proportion of a common stock of The Kyushu Bank,
Ltd. to that of The Shinwa Bank, Ltd. being 1:0.75. Besides, The Shinwa
Bank, Ltd. allocated newly-issued 30,000,000 preferred stocks for preferred
shareholders registered on the list of shareholders dated on March 31, 2003,
in the proportion of a preferred stock of The Kyushu Bank, Ltd. to that of

The Shinwa Bank, Ltd. being 1:1.

(2)In consequence of the merger, the shareholders’ equity of The Shinwa

Bank, Ltd. is changed as follows:

Millions of

Billions of yen U.S. dollars(Note 2)

2004 2003 2004
Increase in

As of Shareholder’s As of

April 1, 2004 Equity April 1, 2004
SHAREHOLDERS’ EQUITY

Common Stock 20.9 - 197
Capital Surplus 62.3 46.4 588
Retained Earnings 19.7 0.8 186
Land Revaluation Reserve, Net of Taxes 28.5 8.5 269

(3)The Shinwa Bank, Ltd. took over from The Kyushu Bank, Ltd. its assets

and liabilities listed as follows:

Thousands of

Billions of yen U. S. dollars(Note 2)

ASSETS
Cash and Due from Banks 85,561 807,941
Investment Securities 97,941 024,844
Loans and Bills Discounted 796,108 7,517,544
Foreign Exchanges 318 3,002
Other Assets 5,789 54,064
Premises and Equipment 23,092 223,720
Deferred Income Taxes 21,008 198,375
Customer’s Liabilities for Acceptances and Guarantees 16,407 154,929
Reserve for Possible Loan Losses (21,515) (203,163)
TOTAL ASSETS 1,025,310 9,681,869

LIABILITIES

Deposits 936,754 8,845,646
Borrowed Money 210 1,983
Foreign Exchanges 2 18
Other Liabilities 5,088 48,045
Reserve for Bonus 422 3,984
Accrued Severance and Pension Liabilities 4,013 43,559
Deferred Income Taxes on Land Revaluation 5,805 54,815
Acceptances and Guarantees 16,407 154,929

TOTAL LIABILITIES 969,304 9,153,012

NET ASSETS 56,006 528,857
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Consolidated Balance Sheets

As of March 31, 2004 and 2003

Thousands of

U.S.dollars
Millions of yen (Note 2)
2004 2003 2003 2004
Shinwa Bank Kyushu Bank
Assets:
Cash and due from Danks ... ¥ 93,935 ¥ 89,667 ¥ 85,562 $ 887,016
CAIL OGNS oo 847 503 - 7,998
Commercial paper and other debt purchased ...................... 55 58 - 519
Trading account SeCUTILIES (NOLE 7) --w--ww-wrreererienii 67 156 - 632
Money Dl 111 1FUUSE - oo 3,000 - - 28,328
Investment securities (NOtes 6 And 7) --ooeeeeoi 508,564 327,748 97,886 4,802,304
Loans and bills discounted (NOIE 6) ..o 1,899,672 1,211,261 794,443 17,938,356
FOPCIGI @XCHANGE - oo oooeo oo . 2,772 1,773 318 26,175
OBBDOI GSSCIS v e e, 16,302 6,503 6,787 153,937
Premises and equipment (Note 6) 75,916 52,691 30,674 716,864
Defferred income taxes (Note 11) 42,483 25,814 18,563 401,161
Customer’s liabilities for acceptances and guarantees - 36,522 16,995 16,407 344,872
Reserve for possible [0an [0Sses -+ : (76,402) (46,712) (21,807) (721,454)
Reserve for possible losses on investment SeCUrities ... (580) - - (5,476)
Total @sSets -+ ovovviiiii ¥ 2,603,157 ¥ 1,686,471 ¥ 1,028,836 § 24,581,274
Liabilities:
DEPOSIS oo ¥ 2331100 ¥ 1,512,064 ¥ 936332 § 22,012,275
Negotiable certificates Of deposits 46,290 306,704 - 437,110
Call MONEY +++++++-eveeveiei - 3,958 - -
Payables under repurchase agreements (Note G) -+ 1,011 - - 9,546
Collateral money for bond lending (Note G) oo 29,825 1,165 - 281,633
Borrowed money (INOIe 6) ... 11,898 11,726 210 112,351
FOTCIGI @XCHANGES -+ oo . 9 10 2 84
OUDEI LIGDITIHIES -+ everereeeeeeeeeeetttt et 8,992 4,684 6,393 84,910
RESEIVE fOF DOTILS ---vvvv oot . 997 703 453 9,414
Accrued severance and pension liabilities (Note 8) -+ 11,352 6,054 3,241 107,195
Deferred income taxes on land revaluation ----........... 17,197 13,558 5,805 162,389
Negative goodwill .............................................................. 65 - 87 613
Acceptances and GUATANIEES - oo 36,522 16,995 16,407 344,872
Total liabilities - ¥ 2,495,261 ¥ 1,607,626 ¥ 968,932 $§ 23,562,426
Minority interest ¥ 163 ¥ 16 ¥ 136 $ 1,539
Shareholders’ equity:
CAPITAL STOCR -+ttt ¥ 20915 ¥ 20,915 ¥ 32300 $ 197,497
COPIAL SUTPILS oot 62,383 15,936 17,898 589,074
Retained earnings (accumulated deficits) (12,341) 19,138 826 (116,534)
Land revaluation reserve, net of taxes (INOte G) oo 25,332 19,977 8,546 239,206
Unrealized Gain 01 SCCUTIHIES, MEL «-+-w v 11,443 2,859 195 108,054
Total shareholders’ equity ..o ¥ 107,733 ¥ 78,827 ¥ 59,767 $ 1,017,308
Total liabilities,minority interest and shareholders’ equity ¥ 2,603,157 ¥ 1,686,471 ¥ 1,028,836 § 24,581,274

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income and Retained Earnings

For the years ended March 31, 2004 and 2003

Thousands of

U.S.dollars
Millions of yen (Note 2)
2004 2003 2003 2004
Shinwa Bank Kyushu Bank

Income:

TIULEVOSE TIICONIE -+ eeeee e e e ¥ 57,697 ¥ 35,144 25,633 $ 544,825
Interest 01 [0ans and diSCOUNLS oo 51,349 29,515 24,414 484,881
Interest and dividends 01 SECUTTHIES -+ : 6,289 5,536 1,212 59,386
TIECTESt 011 COLL IOQITS « -+ v eveeeeeeee ettt 18 35 7 169
Interest on deposits With DANRS -+ : 0 2 0 0
ODOF TTEETESE TTICOME -+ e veeteeeeteeeet et 38 53 4 358

Fees and COMIMISSIONLS -+t et 7,129 5218 2,010 67,318

Other operating income - 669 975 1,151 6,317

OFDOT TTICOINE -+ e eveee ettt 2,751 2153 1,233 25,977

Total INCOME oo ¥ 68,247 ¥ 43,491 30,029 $ 644,447

Expenses:

TIUCTEST @XPEIISES -+ v ¥ 3,642 ¥ 2015 2396 S 34,390
INHEIESt O AEPOSTLS -+ vvveveieisie i 2419 980 2183 22,842
Interest on negotiable certificates of deposits - 27 33 2 254
Interest 0N Call MONEY -+ et . 46 107 7 434
Interest on payables under repurchase agreements-- 1 - - 9
Interest on collateral money for bond lending-- 40 2 - 377
Interest 01 DOrrowed MONEY -+ wrwiveieiiiii 159 260 8 1,501
Interest on convertible bonds ... : - - 189 -
OLDer TILETESt @XPEISES =+ et 946 629 11 8932

Fees And COMMUSSTONS «+-+-+wr s 3,405 1,954 1,421 32,152

Other opemting @XPEIISES -++++o+vvereeeremsseiis i . 39 106 51 368

General and administyalive expenses ... 36,156 25,503 15,345 341,416

Other @XPOIISES -+ v nveere ittt 60,386 11,681 10,094 570,217

Total eXpenses - oo ¥ 103,630 ¥ 41,261 29309 § 978,564

OPEraLing Profit(loss) «+ s sisistiiiiisi (35,383) 2230 720 (334,117)

Extraordinary profit - 1,467 1,015 1,539 13,852

Extmordmmyloss 2,124 785 ]]457 2()}()56

Income(loss) before inCome tAXES -« (36,039) 2,460 802 (340,311

TVICOMI@ TAXES - v B 91 703 770 859

Deferred iRCOME LAXES «++ = ririii (1,844) 1,039 (845) (17,412)

Minority Interests - 10 2 6 94

INEt T1COMEIOSS) «++++++erreereermemm s ¥ (34,297) ¥ 715 870 $ (323,862)

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Shareholders' Equity

For the years ended March 31, 2004 and 2003

Thousands of

U.S.dollars
Millions of yen (Note 2)
2004 2003 2003 2004
Shinwa Bank Kyushu Bank
Capital surplus:
Balance at the beginning of year -+ 15936 ¥ 15,936 11,576 § 150,481
Increase of capital surplus - 46,446 - 15,000 438,583
INCrease dine 10 Merger -+« 46,446 - - 438,583
Increase due to issuance of preferred Stocks - - - 15,000 -
Decrease of capital surplus - - . 8,677 -
Decrease due to compensation for [oss -.................. - - 8,677 -
Balance at the end of year ... 62,383 ¥ 15,936 17,898 § 589,074
Retained earnings:

Balance at the beginning of year oo 19,138 21,496 (8,770) 180,717
Increase of retained earnings «++ 4,081 873 9,596 38,536
Transfer from capital SUTPIUS oo - - 8,677 -

Transfer from land revaluation reserve ... 3,191 157 48 30,132
INCredase dile 10 Merger —« - == 833 _ _ 7,865
Increase due to merger of Subsidiaries oo 24 - - 226
Increase due to addition of subsidiaries - 31 - - 292
Decrease of retained earnings - 35,561 3,231 335,797
INOE JOSS -+ 34,297 B _ 323,862
Cash dz'm’dendspm’d~ e 1,200 3,251 _ 11,331
Decrease due to addition of subsidiaries - 63 - - 594
Balance at the end of year - (12,341) ¥ 19,138 826 § (116,534)

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Cash Flows

For the years ended March 31, 2004 and 2003

Thousands of

U.S.dollars
Millions of yen (Note 2)
2004 2003 2003 2004
Shinwa Bank Kyushu Bank

Cash Flows from Operating Activities:
Income (Loss) before 1ncome taXes -« ¥ (36,039) ¥ 2,460 802 § (340,311)
DDICCIALION -+ everee e 2,455 1,604 1,149 23,182
Amortization of negative GOOAWiIll -+ 2D - 2D (198)
Equeity i1 0SS Of QfiliaLes -+ +eeveeeeene 28 4 - 264
Increase (decrease) in reserve for possible loan losses - 7,882 (2,121) (2,041) 74,428
Increase in reserve for possible losses on investment securities --- 580 - - 5,476
Decrease in reserve for possible losses on sale of loans ... - (8 - -
Decrease in 1eserve fOor DONILS -« (158) (314) (127) (1,491)
Increase in accrued severance and pension liabilities - 673 880 603 6,355
INCOME frOM ITVESIIMEIULS -+ eveviiiiii (57,697) (35,144) (25,633) (544,825)
Expenses for procurement of funls - : 3,642 2,015 2,396 34,390
Net (gain) loss related (0 Securities transactions -« (1,224) (678) 655 (11,558)
Net (gain) loss from money beld i1 (rust oo (110) 38 - (1,038
EXCHAIGE QN -+ vvvvv oo oo (149 (15) - (132)
Net (gain) loss from disposition of premises and equipment - 1,181 (227) (123) 11,152
Net change in loans and bills discounted - 106,032 (20,037) 4,851 1,001,246
Net change i1 dePOSILS -+ o . (116,188) 12,779 (1,182) (1,097,148)
Net change in negotiable certificates of deposit- - 9,586 (1,355) - 90,519
Net change in borrowings excluding subordinated debt - 39 (201 (36) 368
Net change in due from banks (excluding due from Bank of Japan) 3,881 969 3,037 36,647
Net change in call [0ams oo 341 26,708 - (3,220)
Net change in Call MONEY -+ (2,947) (2,015) (58) (27,828)
Net change in deposits for SeCUTITIES [0ans v 28,659 1,165 - 270,623
Net change in foreign exchanges (Assets)- - -« : (68D (991) (148) (6,430)
Net change in foreign exchanges (liabilities) oo (6] 7 1 28
IU@TSE TECEIVEU -+ evveeee st 57,406 36,247 26,336 542,077
TNU@YESE PAUICL -+ -+ttt @(3,772) (2,085) (2,187) (35,618)
OUDOF, TU@L -+ttt 161 (328) (2,057) 1,520
Sub-total 2,931 19,356 6,215 27,677
INCOME HAXES PATC -+ oo . (1,730) (1,026) (47) (16,336)
Net Cash Provided by (Used in) Operating Activities 1,200 18,330 6,168 11,331
Cash Flows from Investing Activities :
Payment for purchase of SeCUFILIES -+ ot (178,079) (85,268) (32,001 (1,681,576)
Proceeds from Sales Of SeCUrities -+ : 32,113 27,836 42,426 303,238
Proceeds from maturity Of SECUTIHIES -+ 73,547 53,764 20,740 694,494
Increase in Mmoney held in trust - (3,000) (1,000) - (28328
Decrease in money beld in trust oo : - 2,961 - -
Payment for purchase of premises and equipment - (2,233) (1,157) (1,892) (21,085)
Proceeds from sales of premises and equipment ---.-................. 1,372 783 1,448 12,955
Payment for purchase of subsidiaries’ SLOCRS oo “49) - (67) (462)
Net Cash Provided by (Used in) Investing Activities 76,327 (2,080) 36,653 720,745
Cash Flows from Financing Activities :
Repayment of subordinated [0ans - - (5,000) - -
Cash dividends Paic] - (1,200) (3,230) - (11,331
Dividends paid 10 minority interests - : (@3] - (2) (6]
Net Cash Provided by (Used in) Financing Activities (1,201) (8,230) (2) (11,340)
Effect of exchange rate-changes on cash and cash equivalents 14 15 - 132
Net increase (decrease) in cash and cash equivalents (76,314) 8,035 42,819 (720,623)
Cash and cash equivalents at the beginning of year 89,119 81,083 37,427 841,539
Increase in cash and cash egvivalents incidental to the amalgamation 80,246 - - 757,752
Increase in cash and cash equivalents incidental to the amalgamation of consolidated subsidiaries 0 - - 0
Increase in cash and cash egvivalents incidental to the consolidation 0 - - 0
Cash and Cash Equivalents at the End of Year ¥ 93,051 ¥ 89,119 80,246 § 878,668

The accompanying noles are an integral part of these statements.
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Notes to Consolidated Financial Statements

1. Basis of presenting consolidated financial statements

The accompanying consolidated financial statements have been
prepared based on the accounts maintained by The Shinwa Bank,
Ltd.(the“Bank”) and its subsidiaries in accordance with accounting
principles and practices generally accepted in Japan under the
requirements of the Japanese Commercial Code, other applicable rules
and regulations, which are different in certain respects as to application
and disclosure requirements from International Financial Reporting
Standards. The accompanying consolidated financial statements are
compiled from the consolidated financial statements filed with the
Ministry of Finance as required by the Securities and Exchange Law of
Japan, and include certain additional financial information for the
convenience of readers outside Japan.

Under the Enforcement Regulations of the Japanese Banking Law, all
yen figures are rounded down to the nearest one million yen.
Accordingly, breakdown figures may not add up to sums.

The consolidated financial statements are not intended to present the
consolidated financial position, results of operations and cash flows in
accordance with accounting principles and practices generally accepted

in countries and jurisdictions other than Japan.

The Bank merged with The Kyushu Bank, Ltd. on April 1, 2003, then
starting the first fiscal year (from April 1, 2003 to March 31, 2004) of the
consolidated bank. As for the year ended March 31, 2003, hence, these

consolidated financial statements show data and notes of the two banks.

(2) Investment securities
a. Equity investments in subsidiaries and affiliates are stated at cost.
Marketable equity securities and debt securities classified as other securities
are carried at fair value with the unrealized gains and losses, net of tax,
reported in a separate component of shareholders' equity. Unquoted equity
securities are carried at cost determined by the moving average or amortized
cost.
b. Securities, managed as trust assets for money in trust, primarily for the sole
purpose of investing in securities, are stated at fair value.
(3) Derivatives
Derivatives transactions are stated at fair value.
(4) Depreciation
a. Premises and equipment
Depreciation of premises and equipment is calculated using the declining
balance method, except that depreciation for buildings (excluding building
improvements) acquired on or after April 1, 1998, is calculated using the
straight-line method.

Useful Life:

2. U.S.dollar amounts

U.S.dollar amounts presented in the accompanying financial statements
are included solely for convenience of readers outside Japan. The rate of
¥105.90 = US$1.00, prevailing on March 31, 2004, has been used for the
translation. The inclusion of such amounts should not be construed as
representations that Japanese yen amounts have been or could be

converted into U.S.dollars at this rate or any other rate.

3. Consolidated subsidiaries

Shinwa Business Services Co., Ltd.

Shinwa System Services Co., Ltd.

Shinwa Real Estate Services Co., Ltd.

Sihnwa Research Institute of Economy and Culture, Inc.
Shinwa Venture Capital Co., Ltd.

Kyushu Union Credit Co., Ltd.

Taisei Finance Co., Ltd.

4. Fiscal year of subsidiaries

All consolidated subsidiaries have their fiscal year ends on March 31.

5. Significant accounting policies
(1) Trading account securities
Listed trading account securities are stated at fair value. The cost is

determined by the moving average method.

For the Years ended March 31 2004 2003
Shinwa Kyushu
Bank Bank
Useful Life
Building 3-50 years 18-50 years 3-50 years
Equipment 3-20 years 3-20 years 3-20 years
b. Software

Software for internal use is amortized on a straight-line basis over the
estimated useful lives (five years).

(5) Accounting standard for impairment of fixed assets

On August 9, 2002, the Business Accounting Council in Japan issued the
"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 an asset may not be
recoverable. An impairment loss shall be recognized in the income statement by
reducing the carrying amount of impaired assets or a group of assets to the
recoverable amount to be measured as the higher of net selling price and value
in use.

The standard shall be effective for fiscal years beginning April 1, 2005.
However, an earlier adoption is permitted for fiscal years beginning April 1,
2004 and for fiscal years ending between March 31, 2004 and March 30, 2005.
The Bank has not yet applied this new standard nor has determined the
effect of applying it on the Bank's consolidated financial statements for the
year ended March 31, 2004.

(6) Foreign currency translation

Assets and liabilities denominated in foreign currencies are translated into
yen at the exchange rates in effect at the respective balance sheet dates.
(7) Reserve for possible loan losses

Write-offs of loans and reserves for possible loan losses are calculated as
follows:

a. For claims to legally bankrupt customers and those to virtually
bankrupt customers, a reserve is provided on the balance after deducting

from the book value of claims the anticipated amount recoverable
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through disposal of collateral and the anticipated amount recoverable by
guarantees.

b. For claims to potentially bankrupt customers, a reserve is provided on
the balance considered necessary after deducting from the amount of
claims the anticipated amount recoverable through disposal of collateral
and the anticipated amount recoverable by guarantees.

c. For the other claims, a reserve is provided using default rates computed
based on the loan loss incurred during a certain period in the past.

All claims are assessed by our branches and business divisions based on
the self-assessment rules for asset quality, and asset inspection divisions
which are independent from branches and business divisions audit their
assessment. Based on the results of the audits, reserves are provided. For
a portion of claims, with a collateral or a guarantee, to legally or virtually
bankrupt customers, the assessed amount of collateral and the anticipated
amount recoverable by guarantees are deducted from the amount of
claims.

The balance written off as unrecoverable is as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Write-offs as Unrecoverable 94,532 20,979 43,998 892,653

(8) Reserve for Possible Losses on Investment Securities

Reserve for possible losses on investment securities is provided, in
provision for losses on investment securities, by the necessary amount
after consideration for financial standing of issuers.

(9) Employee Bonus

Reserve for employee bonuses is provided, in provision for payment of
bonuses to employees, by the amount of estimated bonuses, which are
attributable to this fiscal term.

(10) Employees' Retirement Benefits

Effective April 1, 2000, the Accounting Standard for Retirement Benefit
was issued by the Business Accounting Deliberation Council. In
accordance with the new standard, accrued severance indemnities are
provided based on the amount of projected benefit obligation reduced by
pension plan assets at fair value at the end of the annual period. Prior
service costs are amortized over a certain period (10 years) within
employees’ average remaining service period on a straight-line basis.
Actuarial gains or losses are amortized over a certain period (10 years)
within employees' average remaining service period on a straight-line
basis from the next period. The unrecognized transition obligation at the
date of adoption was partly offset against a gain on securities contribution
to an employee retirement benefit trust in 2001 and the remaining

amount is amortized over 5 years.

Transitional obligation is as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank

Transition Obligation 6973 6,973 4,302 65,845
Contribution to Employee Retirement Trust 3,626 3,626 - 34,239
Remaining Amount Amortized 3,347 3,347 4,302 31,005

The Kyushu Bank’s change of accounting method:

In the prior years, The Kyushu Bank, Ltd. had amortized its transitional
obligation over 15 years and reported as an operating expense. However,
from the year ended March 31, 2003, The Kyushu Bank, Ltd. changed its
accounting method of amortization such that its transitional obligation is
amortized over 3 years and reported as an extraordinary loss. This
change was to establish its sound financial condition at an earlier stage
and set up the same accounting method as The Shinwa Bank applies
(amortization period: 5 years) in accordance with “Accounting Treatment
for Transitional Obligation of Retirement Benefit (JICPA Research Center’s
Deliberation Bulletin No. 13 Issued on March 22, 2000).” As a result of
this accounting change, the operating profit and the income before
income taxes for the year ended March 31, 2003 increased by ¥286
million and decreased by ¥955 million, respectively, compared to the
figures that would have been reported based on the previous accounting

method.

(11) Leases
Finance leases other than those, which are deemed to transfer the
ownership of the leased assets to lessees, are accounted for by a method

similar to that applicable to ordinary operating leases.

(12) Consumption Taxes

No national and local consumption taxes are included in expenses.

(13) Hedge Accounting

From the fiscal year ended March 31, 2004, the Bank started utilizing a
deferral method of hedge accounting for interest rate risks in financial
assets and liabilities. In the previous year as the transitional treatment the
Bank employed the macro-hedge method to manage the overall interest
rate risk inherent in various financial assets and liabilities by using
derivatives in accordance with “Accounting and Audit Treatment of
Accounting Standards for Financial Instruments in Banking Industry
(JICPA Industry Audit Committee Report No. 24).” Of the deferred hedge
losses at the end of the current fiscal year, ¥282 million (US$2,662
thousand) was attributable to the macro-hedge method. For the fiscal
years ended March 31, 2004 and 2003, such a loss was employed as fund-
raising costs according to remaining periods and notional principals of

hedge instruments.
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6. Notes to Balance Sheets

(1) Investment securities include stock issued by affiliated companies listed as follows:

Thousands of

Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank ank
Stock issued by Affiliated Companies 157 190 - 1,482

(2) Loans and bills discounted include “loans to legally bankrupt borrowers” and “delinquent loans” listed as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa Kyushu
Bank Bank
Loans to Legally Bankrupt Borrowers 15,504 17,011 7978 146,402
Delinquent Loans 142,472 85,107 40,877 1,345,344

“Loans to legally bankrupt borrowers” represent loans meeting the following
conditions:

a. Loans on which no interest is accrued(excluding the portion written off,
referred to hereinafter as the “loans without accrued interest”), as their
principal or interest amounts are deemed uncollectable due to the
delinquency of principal or interest continued over the considerable
time of period and other factors.

b. Loans meeting prescribed by the item 3-(a) through (e) or item 4 of
Paragraph 2, Article 96 of the Corporation Tax Law Enforcement
Regulations (1965 Government Ordinance No.97).

“Delinquent loans” represent the loans without accrued interest, excluding
loans to “legally bankrupt borrowers” or “loans with interest payments

postponed for purposes of restructuring or supporting borrowers” business”.

(3) Loans and bils discounted include “Loans with overdue period of three months or more” listed as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa Kyushu
Bank Bank
Loans with Overdue Period of Three Months or More 114 212 83 1,076

“Loans with overdue period of three months or more” represent those loans
for which principal or interest payments are in arrears for three months or
more from the day following the agreed payment date, but do not come

under “loans to legally bankrupt borrowers” or “delinquent loans”.

(4) Loans and bills discounted include “loans with relaxed conditions” listed as follows:

Thousands of

Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank

Loans with Relaxed Conditions 60,246 23,932 45,409 508,895

“Loans with relaxed conditions” refers to the following:

Loans for which certain conditions have been relaxed for the benefit of the
borrower through measures such as the reduction and exemption of interest,
the deferment of interest payments, the deferment of principal repayments, or

the abandonment of claims in order to reconstruct or support the borrowers’

business, but do not come under “loans to legally bankrupt borrowers”,

“delinquent loans”, or “loans with overdue period of three months or more” .

(5) “Loans to legally bankrupt borrowers,” “delinquent loans,” “loans with overdue period

of three months or more” and “loans with relaxed conditions” totaled as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank

Total Amount of Loans and Bills Discounted
Listed in Items (2), (3) and (4) above 218,338 126,263 94,348 2,001,737

(6) Land Revaluation

In accordance with the law concerning the revaluation of land (Law No.34
promulgated on March 31, 1998), land for business use has been revalued.
The tax effect of the revaluation difference is recorded as “Deferred income
tax on land revaluation” in liabilities and the remaining after-tax amount is
recorded as “Land revaluation reserve, net of tax” in shareholders™ equity.
Date of revaluation:March 31, 1998.

Methods for revaluation set forth in Article 3, paragraph 3 of the law
concerning revaluation of land:Land prices are determined based on assessed
amount for taxes on fixed assets as set forth in Article 2, item 3 of the enforcement
ordinance concerning land revaluation (Government Ordinance No. 119
promulgated on March 31, 1998), reflecting appropriate adjustments including the
price adjustment for depth of the land, time adjustment, and adjustment based on
recent sales prices of adjacent land.

Excess of the total fair value of the land for business use revalued under
Article 10 of the law over the total book value of the land after revaluation

are as follows:

Thousands of

Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank

Excess of the Total Fair Value of the
Land for Business Use Revalued 22,307 16,088 8,154 210,642

(7) Accumulated depreciation of premises and equipment are as follows:

Thousands of

Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank

Accumulated Depreciation of Premises and Equipment 41,050 28,591 13,012 387,629
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(8)Pledged Assets
Assets that are pledged as collateral at March 31, 2004 are as follows:

Thousands of
Millions of yen US. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Assets that are Pledged as Collateral
Securities 1,409 1,530 4,326 13,305
Obligations Corresponding to Collateral Assets
Deposits - - 927 -
Acceptances and Guarantees 622 249 - 5,873
Collateral Money for Bond Lending - 1,165 -

In addition, Securities sold under repurchase agreements and those lending
with cash collateral are ¥31,035 million (US$293,059 thousand) as at March 31,
2004, which correspond to ¥1,011 million (US$9,546 million) of payables under
repurchase agreements and ¥29,825 million (US$281,633 thousand) of collateral
money for bond lending.

Besides, the following assets are pledged as collateral.

Thousands of

Millions of yen USS. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank

Collateral to Exchange Settlements and for
Deposit Money of Future

Securities 116,919 88,024 22,142 1,104,050

Cash and Due from Banks 6 - 8 56
Premises and Equipment

Guarantee Deposits 4,017 837 3,199 37932

(9) Commitment lines

Commitment lines are agreements relating to loans and current accounts
where borrowing is applicable up to a certain limit upon the request of
borrowers as long as no breach is made under the terms and conditions of
relative loan agreements. The unused commitment balance relating to these
loan agreements is listed as below, all of which can terminate within one

year, or can be unconditionally cancelled at any time.

Thousands of

Millions of yen US. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank

Unused Commitment Balance 468,413 329,452 68,013 4,423,163

Many of the agreements cease, with no loan applied; thereby, the unused loan

commitment will not necessarily affect future cash flows. Such conditions are
included in the agreements that allow us to stop loans or to decrease
applicable limits for the purpose of our protecting loan assets or of addressing
material change in business conditions. We implement protection of loan
assets through, if necessary, securing collaterals (real estate, securities, etc.) or
other measures. After agreement effected, according to our lending procedures
we review financial condition of borrowers. If any, we take necessary

measures including revision of agreement and security of loan assets.

(10) “Borrowed money” include loans of which repayment orders are

subordinated to all other debts as follows:

Thousands of

Millions of yen U.S. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank

Borrowed Money of which Repayment Orders are
Subordinated to All Other Debts 4,900 4,900 - 46,270

7. Market Values of Securities

(1) Trading account securities

Thousands of

Millions of yen US. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa Kyushu
Bank Bank
Book Value 67 156 - 632
Unrealized Profit (Loss) (V] 0 - )

(2) Marketable bonds to be held until maturity

None

(3) Other marketable securities

Thousands of

Millions of yen U.S. dollars(Note 2)

Cost  Book value  Unrealized Unrealized

As of March 31, 2004 profit(loss) profit(loss)
Stocks 41,172 49,665 8,492 80,188
Bonds 373,960 378,430 4470 42,209
Government bonds 235,615 237,098 1,483 14,003
Local government bonds 61,454 62,995 1,541 14,551
Corporate bonds 76,890 78,335 1,445 13,644
Others 63,224 67,904 4,679 44,183
Total 478357 496,000 17,642 166,591

Book value is calculated by using the closing prices of the Tokyo Stock Exchange

at the end of the fiscal year .

Shinwa Bank Millions of yen
As of March 31, 2003 Book Unrealized
Cost Value Profit (Loss)
Stocks 31,161 27,936 (3,224)
Bonds 257,172 264,791 7,619
Government Bonds 142,588 145,601 3,072
Local Government Bonds 53,210 55,672 2,462
Corporate Bonds 61,373 63,458 2,084
Others 29,132 29,540 408
Total 317,466 322,269 4,802

Book value is calculated by using the closing prices of the Tokyo Stock

Exchange at the end of the fiscal year.
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Kyushu Bank Millions of yen

As of March 31, 2003 Book Unrealized
Cost Value Profit (Loss)
Stocks 8,821 7,820 (1,000)
Bonds 82,910 84,610 1,700
Government Bonds 41,760 42,138 377
Local Government Bonds 7,284 7,767 483
Corporate Bonds 33,865 34,704 839
Others 1,671 1,302 (369)
Total 93,404 93,733 329

Book value is calculated by using the closing prices of the Tokyo Stock

Exchange at the end of the fiscal year.

(4) Bonds sold before maturity

None

(5) Other marketable securities sold
As of March 31, 2004

Millions of yen Thousands of U.S. dollars (Note 2)

Amount Gain Loss Amount Gain Loss

32,110 1,595 76 303,210 15,061 717

Shinwa Bank

As of March 31, 2003

Millions of yen

Amount Gain Loss

27,836 2,508 6

Kyushu Bank

As of March 31, 2003

Millions of yen

Amount Gain Loss

41,261 1,338 236
(6) Book value of other securities

Thousands of
Millions of yen US. dollars(Note 2)
As of March 31 2004 2003 2004
Shinwa Kyushu
Bank Bank

Unlisted Stocks (excluding OTC Stocks) 6,394 1,495 4,455 60,377
Private Placement Corporate Bonds 6,993 4,235 - 60,033

(7) Securities the Bank changed aims of holding
None

(8) Other Securities with maturities are redeemable under the following

schedule:

Millions of yen

Over 1 Year  Over Years
As of March 31, 2004 Within 1 Year  Within 5 Years  Within 10 Years Over 10 Years
Stocks - - - 3,780
Bonds 40,700 239,243 70,857 34,623
Government Bonds 27,484 153,154 21,836 34,623
Local Government Bonds 950 27,088 34,957 -
Corporate Bonds 12,265 59,000 14,063 -
Others - 21,916 20,550 7,289
Total 40,700 261,159 91,407 45,693

Thousands of U.S. dollars (Note 2)

Over 1 Year  Over 5 Years
As of March 31, 2004 Within 1 Year  Within 5 Years  Within 10 Years Over 10 Years
Stocks - - - 35,694
Bonds 384,324 2,259,140 669,093 326,940
Government Bonds 259,527 1,446,213 206,194 326,940
Local Government Bonds 8,970 255788 330,094 -
Corporate Bonds 115,816 557,129 132,795 -
Others - 206,949 194,050 68,829
Total 384,324 2,466,090 863,144 £1473

Millions of yen

As of March 31, 2003 Over1Year  Over Years
Shinwa Bank Within 1 Year  Within 5 Years  Within 10 Years Over 10 Years
Stocks - - - -
Bonds 36,218 134929 74,451 23,418
Government Bonds 17,921 83,798 20,522 23,418
Local Government Bonds 660 12,601 42,351 -
Corporate Bonds 17,636 38,479 11,577 -
Others - 10,233 7,938 5,301
Total 36,218 145,173 82,390 28,720

Millions of yen

As of March 31, 2003 Over 1 Year — Over5 Years
Kyushu Bank Within 1 Year  Within 5 Years  Within 10 Years Over 10 Years
Stocks - - - 3,280
Bonds 17,691 48,462 16,973 1,483
Government Bonds 5,583 29,264 5,806 1,483
Local Government Bonds 104 1,648 6,015 -
Corporate Bonds 12,003 17,549 5,151 -
Others - 302 696 -
Total 17,691 48,764 17,670 4,763
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8. Retirement Benefits

(1) Information on the accrued severance and pension liabilities is as follows:

Thousands of
Millions of yen US. dollars(Note 2)
As of March 31 2004 2003 2004
BBk
Projected Benefit Obligation (26,111)  (14,941) (9,231 (246,562)
Plan Assets at Fair Value 9,584 4197 2,415 90,500
Unfunded Benefit Obligation (16,526)  (10,744) (6,815) (156,052)
Unrecognized Net Benefit Obligation in Transition 621 1,243 1,382 5,864
Unrecognized Actuarial Differences 4,581 3,446 2,224 43,257
Unrecognized Prior Service Costs (28) - (32) (264)
Net Amount Recognized in the Consolidated Balance Sheets  (11,352) (6,054) (3,241) (107,195)

Accrued Severance and Pension Liabilities (11,352)

(6,054) (3,241 (107,195

(2) Net periodic severance and pension costs are as follows:

Thousands of

Millions of yen USS. dollars(Note 2)

For the year ended March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Service Costs 1,283 1,384 655 12,115
Interest Costs 602 440 399 5,684
Expected Return on Plan Assets (135) (122) (192) (1,274)
Amortization of Prior Service Costs (4) - (40) 37
Amortization of Actuarial Differences 614 359 303 5,797
Amortization of Net Benefit Obligation in Transition 621 669 1,242 5,804

Gain or Loss on the Release from the Substitutional Portion of the

Government's Welfare Pension Insurance Scheme

Others

- (385) (812) -
(87) (189) ) (821)

Net Periodic Severance and Pension Costs

2,895 2,157 1,517 27,337

(3) Assumptions used in the accounting for the retirement benefits are as follows:

For the Years ended March 31 2004 2003
Shinwa Bank Kyushu
Bank
Discount Rate 2.0% 2.5% 2.5%
Expected Return Rate 2.5% 2.5% 3.0%
Method Attributing Expected Benefits to Periods of Service: Straight-Line Straight-Line Straight-Line
Amortization Period of Prior Service Costs 10 years - 10 years
Amortization Period of Actuarial Differences 10 years 10 years 10 years
Amortzation Period of Net Benefit Obligation in Transiton 5 years 5 years 3 years

9. Finance Leases

Finance lease transactions, except where the ownership of the leased assets is

regarded as being transferred to the lessee, are as follows:

(1) As Lessee

Millions of yen

Thousands of
US. dollars(Note 2)

For the Year ended March 31, 2004 Movables

Others Total Total

Amount Equivalent to the Purchased Prices of the Leased Assets

2917 - 2917 27,544
Amount Equivalent to Accumulated Depreciation 1,239 - 1,239 11,699
Amount Equivalent to Balance at Fiscal-Year End 1,678 - 1,678 15,845
For the Year ended March 31, 2003
Shinwa Bank Millions of yen
Movables  Others Total
Amount Equivalent to the Purchased Prices of the Leased Assets
2,903 - 2,903
Amount Equivalent to Accumulated Depreciation 1,311 1,311
Amount Equivalent to Balance at Fiscal-Year End 1,591 1,591
For the Year ended March 31, 2003
Kyushu Bank Millions of yen
Movables  Others Total
Amount Equivalent to the Purchased Prices of the Leased Assets
143 143
Amount Equivalent to Accumulated Depreciation 71 7
Amount Equivalent to Balance at Fiscal-Year End 71 71

Amount Equivalent to Lease Payable:

Millions of yen

Thousands of
US. dollars(Note 2)

For the year ended March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Within One Year 525 4603 14 4,957
Over One Year 1,153 1,128 - 10,887
Total 1,678 1,591 14 15,845

Millions of yen

Thousands of
US. dollars(Note 2)

For the year ended March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Lease Fees Paid 710 489 90 6,704
Amount Equivalent to Depreciation 710 489 48 6,704
Amount Equivalent to Interest Paid - - 3 -

Note: The lease period is set at the useful life of the assets and the straight-

line method of depreciation is used to compute the remaining value of the

assets.
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(2) As Lessor
For the Year ended March 31, 2004 Thousands of
Millions of yen US. dollars(Note 2)
Movables Others Total Total
Purchased Prices of the Leased Assets 2,267 - 2,267 21,406
Accumulated Depreciation 746 - 746 7,044
Balance at Fiscal Year-End 1,520 - 1,520 14,353

For the Year ended March 31, 2003
Kyushu Bank

Millions of yen

Movables  Others Total
Purchased Prices of the Leased Assets 1,806 - 1,806
Accumulated Depreciation 444 - 444
Balance at Fiscal Year-End 1,362 - 1,362

Amount Equivalent to Lease Receivable:

Thousands of

Millions of yen US. dollars(Note 2)

For the Years ended March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Within One Year 591 - 479 5,580
Over One Year 1,170 - 1,088 11,048
Total 1,761 - 1,567 16,628

Thousands of

Millions of yen US. dollars(Note 2)

For the Years ended March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Lease Fees Paid 598 - 513 5,646
Depreciation Costs 522 - 437 4,929
Interest Incomes Included in Lease Incomes 28 - 43 2064

10. Financial Derivative Transactions

(1) Financial Derivatives Transactions

The Bank enters into bond futures, bond over-the-counter (OTC) options
and interest rate swaps for the purpose of hedging risks associated with
interest rate fluctuations. In addition, the Bank enters into forward foreign
exchange contracts for the purpose of hedging risks associated with
currency fluctuation.

The Bank applies the Japanese standards for capital adequecy ratio to
calculate the amount of credit risk associated with interest rate related

transactions. The current risk as of March 31, 2004 and 2004 is as follows:

Thousands of

Millions of yen US. dollars(Note 2)

As of March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Current Risk 53 72 - 500

a. Interest Rate Related Transactions

(2) Market value of derivative financial instruments

Thousands of

Millions of yen US. dollars
2004 2004
Contractual or Over Market Unrealized — Unrealized

March 31 notional amounts  one year value  Profit/(Loss) Profit/(Loss)

Over-the-counter Transactions
Forward Rate Agreements: - - - - -
Interest Rate Swaps

Receipts Fixed/

payments Floating -+ - - - - _

Receipts Floating/

Payments Fixed oo 10,716 10,716 (380) (380) (3,588)

Receipts Floating/

Payments Floating .......... - - - - -
Interest Rate Options: - - - - -
Others: «vvvvvveeviiiiiiiin. - - . - -

Total / / (380) ¥ (380) $(3,588)

Note: The Market values of the over-the-counter transactions are calculated

according to the discounted current value, the pricing model and etc.

Millions of yen

As of March 31, 2003
Kyushu Bank

Contractual or Over  Market Unrealized
notional amounts - one year value  Profit/(Loss)

Over-the-counter Transactions:
Forward Rate Agreements - - - -
Interest Rate Swaps

Receipts Fixed/Payments Floating - - -
Receipts Floating/Payments Fixed 249 249 (18) (18)
Receipts Floating/Payments Floating -

Interest Rate Options - - - -

Total / / a8 as)

Note: The market values of the over-the-counter transactions are calculated

according to the discounted current value, the pricing model and so on.

Note: As for the Shinwa Bank, Ltd., the macro-hedge method was employed
for interest rate-related transactions as of March 31, 2003.

b. Foreign Exchange Related Transactions

- Thousands of
Millions of yen US. dollars
2004 2004
Contractual or Over Market Unrealized Unrealized

March 31 notional amounsone year value  Profit/(Loss) Profit/(Loss)

Over-the-counter
Transactions:
Currency swaps:
USS - ¥ 31,415 ¥ 31,415 ¥ (13D ¥ (13D $(1,237)

Over-the-counter Transactions:
Foward foreign exchange contracts:

SO <+ 2,890 _ D 1) ©)
Bought «oeeeeeen 2,857 - 15 15 141
Currency options: - - - - -
Other: - - - - -
Total / / ¥(118) ¥(118)  $(1,114)

Note: The market values are calculated according to the discounted current

value and the market value.
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Millions of yen

As of March 31, 2003
Shinwa Bank

Contractual or Over  Market Unrealized
Notional Amounts One Year Value  Profit/(Loss)

Over-the-Counter Transactions
Currency Swaps
Uss$ 12,180 10,954 an an
OhEES <o eeeeeeeeeeeeeeeeeieeeinn _ _ _ _
Total / / an an

Note: The market values are calculated according to the discounted current

value and the market value.

Millions of yen
As of March 31, 2003 2003

Shinwa Kyushu
Bank Bank

Over-the-Counter Transactions
Forward Foreign Exchange Contracts
Sold 164 67
Bought 567 60

Currency Options

c. Equity Related Transactions
None

d. Bond Related Transactions
None

e. Commodity-Related Transactions
None

f. Credit Derivative Transactions

S Thousands of
Millions of yen USS. dollars(Note 2)

Contractual or Over  Market Unrealized — Unrealized

As of March 31, 2004 Notional Amounts One Year Value Profit/(Loss) Profit/(Loss)

Over-the-Counter Transactions

Credit Default Swap
Sold 1,000 1,000 33 33 311
Bought - - - - -
Total / / 33 33 311

Note: The market values are calculated according to the discounted
current value and the market value. Derivative transactions under hedge

accounting are excluded from these figures.

As of March 31, 2003 Millions of yen

Shinwa Bank

Contractual or Over Market Unrealized
Notional Amounts One Year Value Profit/(Loss)

Over-the-Counter Transactions
Credit Default Swap

Sold 1,000 1,000 34 34
Bought - - - -
Total / / 34 34

Note: The market values are calculated according to the discounted
current value and the market value. Derivative transactions under hedge

accounting are excluded from these figures.

11. Income Tax

(1) The tax effects of significant temporary differences which resulted in

deferred tax assets and liabilities are as follows:

Thousands of
Millions of yen U.S. dollars(Note 2)

As of March 31 2004 2003 2004

Shinwa  Kyushu
Bank Bank

Deferred Tax Assets:
Reserve for Possible Loan Losses 52,285 23,497 18,039 493,720
Accrued Severance and Pension Liabilities 5,121 2,945 1,172 48,356

Tax Loss Carryforwards 2,859 - 41 26,997
Depreciation Expense 994 559 518 9,386
Accrued Business Taxes - 29 61 -
Loss on Write-Down of Investment Securities - - 1,128 -
Others 1,531 747 2,265 14,457

Deferred Tax Assets - Sub-total 62,792 27,779 23,227 592,936
Valuation Allowance (14,115) - (4,530)  (133,286)
Total Deferred Tax Assets 48,677 27,779 18,696 459,650
Deferred Tax Liabilities:

Unrealized Gains on Securities (6,193)  (1,941) (133) (58,479)

Reserve for Deduction of Costof Premises and Equipment - (23) - -
Total Deferred Tax Liabilities ~ (6,193)  (1,965) (133) (58,479)
Net Deferred Tax Assets 42,483 25814 18,563 401,161

(2) For the year ended March 31, 2004, the reconciliation between the normal
effective statutory tax rate and the actual effective tax rate is not shown,
because the balance before income taxes in the fiscal year was a loss. For
the year ended March 31, 2003, the reconciliation is as follows:

For the Year Ended March 31, 2003

Shinwa Bank  Kyushu Bank

Normal Effective Statutory Tax Rate 41.74% 41.70%
Increase (Decrease) in Taxes Resulting from
Nondeductible Expenses 2.54% -
Non-Profitable Dividends Received (5.70%) -
Equal Allocation of Resident Tax - 4.67%
Decrease in Deferred Tax Assets Due to Change of Tax Rate  27.58% 56.24%
Gains from Sale of Land Revalued 4.58% -
Adjustment from Reversal of Land Revaluation Reserve - 4.34%
Revision of Valuation Allowance - (108.45%)
Others 0.08% (7.76%)
Effective Income Tax Rate 70.82% (9.26%)
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The Shinwa Bank, Ltd.

12. Per-Share Information

yen US. dollars(Note 2)
For the Years ended March 31 2004 2003 2004
Shinwa  Kyushu
Bank Bank
Net Assets Per-share 253.47  378.06 225.98 2.39
Net Income (Loss) Per-share (111.83) 3.43 5.21 (1.05)
Diluted Net Income Per-share - - 4.55 -

The above information is based on the following data:

Thousands of
Millions of yen US. dollars(Note 2)
For the Years ended March 31 2004 2003 2004
Shinwa Kyushu
Bank Bank
Net Income (Loss) (34,297) 715 870  (323,862)
Net Income (Loss) not Attributable to Common Shareholders - - 187 -
Dividends Paid on Preferable Stocks - - 187 -
Net Income (Loss) Available to Common Shareholders  (34,297) 715 683 (323,802)
Adjusted Net Income - - 110 -
Interest Paid, Net of Taxes - - 110 -
Thousands
Weighted Average Number of Shares of Common Socks Oustanding 306,671 208,501 130,894
Increase in Common Stocks - - 84,507
Common Stocks Converted - - 84,507

Notes: (1) For the year ended March 31, 2004, diluted net income per-share is
not shown, because the net balance in the relative fiscal year was a loss. For
the year ended March 31, 2003, diluted net income per-share for Shinwa Bank
is not shown, because there were no potential common stocks.

(2) 30,000 thousand of preferred stocks issued and outstanding are not
included in the said diluted computation, because such stocks do not have
dilution impact.

13. Merger

On November 27, 2002, The Shinwa Bank, Ltd. and The Kyushu Bank, Ltd.
held Extraordinary Meeting of Shareholders, where the amalgamation of the
two banks was approved. In compliance with the resolution, on April 1, 2003,
The Shinwa Bank, Ltd. took over from The Kyushu Bank, Ltd. its whole assets,
liabilities, other claims and obligations, and employees, with the name “The
Shinwa Bank, Ltd.”

The details are outlined as follows:

(DThe Shinwa Bank, Ltd. allocated newly-issued 98,170,500 common stocks for
common shareholders registered on the list of shareholders dated on March 31,
2003 in the proportion of a common stock of The Kyushu Bank, Ltd. to that of
The Shinwa Bank, Ltd. being 1:0.75. Besides, The Shinwa Bank, Ltd. allocated
newly-issued 30,000,000 preferred stocks for preferred shareholders registered
on the list of shareholders dated on March 31, 2003 in the proportion of a
preferred stock of The Kyushu Bank, Ltd. to that of The Shinwa Bank, Ltd.
being 1:1.

(2)In consequence of the merger, the shareholders” equity of The Shinwa Bank,
Ltd. is changed as follows:

Billions of yen Millions of
US. dollars (Note 2)

Asof April 1,204 Increase in  Asof April 1, 2004

Shareholder’s

Equity
SHAREHOLDERS' EQUITY
Common Stock 209 - 197
Capital Surplus 62.3 46.4 588
Retained Earnings 19.7 0.8 186
Land Revaluation Reserve, Net of Taxes 28.5 8.5 269

(3)The Shinwa Bank, Ltd. took over from The Kyushu Bank, Ltd. its assets and
liabilities listed as follows:

Millions of yen ~ Thousands of
U.S. dollars(Note 2)

ASSETS

Cash and Due from Banks 85,561 807,941
Investment Securities 97,941 924,844
Loans and Bills Discounted 796,108 7,517,544
Foreign Exchanges 318 3,002
Other Assets 5,789 54,664
Premises and Equipment 23,692 223,720
Deferred Income Taxes 21,008 198,375
Customer’s Liabilities for Acceptances and Guarantees 16,407 154,929
Reserve for Possible Loan Losses (21,515 (203,163)

TOTAL ASSETS 1,025310 9,681,869

LIABILITIES

Deposits 936,754 8,845,046
Borrowed Money 210 1,983
Foreign Exchanges 2 18
Other Liabilities 5,088 48,045
Reserve for Bonus 422 3,984
Accrued Severance and Pension Liabilities 4,613 43,559
Deferred Income Taxes on Land Revaluation 5,805 54,815
Acceptances and Guarantees 16,407 154,929

TOTAL LIABILITIES 969,304 9,153,012

NET ASSETS 56,006 528,857

28





